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INTRODUCTION

CEMEX, SA. de C.V. isincorporated as a stock corporation with variable capital organized under the laws
of the United Mexican States, or Mexico. Except asthe context otherwise may require, references in this annual
report to “CEMEX,” “we,” “us” or “our” refer to CEMEX, S.A. de C.V., its consolidated subsidiaries and, except
for accounting purposes, its non-consolidated affiliates. For accounting purposes, references in this annual report to
“CEMEX,” “we,” “us” or “our” refer solely to CEMEX, S.A. de C.V. and its consolidated subsidiaries. See note 1
to our consolidated financia statementsincluded el sewhere in this annual report. At our 2005 annual shareholders’
meeting held on April 27, 2006, our shareholders authorized the change of CEMEX’s legal and commercial name to
CEMEX, Sociedad Andnima Bursétil de Capital Variable, or CEMEX, SA.B. de C.V., effective as of July 3, 2006.
The change in our corporate name, which meansthat we will now be called a Publicly Held Company (Sociedad
Anonima Bursdtil), was made to comply with the requirements of the new Mexican Securities Law enacted on
December 28, 2005, which will become effective on June 28, 2006.

PRESENTATION OF FINANCIAL INFORMATION

Our consolidated financial statementsincluded elsewhere in thisannual report have been prepared in
accordance with Generally Accepted Accounting Principles in Mexico (“Mexican GAAP”), which differ in
significant respects from U.S. GAAP. We arerequired, pursuant to Mexican GAAP, to present our financia
statements in constant Pesos representing the same purchasing power for each period presented. Accordingly,
unless otherwise indicated, all financial data presented in this annual report are stated in constant Pesos as of
December 31, 2005. See note 25 to our consolidated financial statementsincluded e sewherein thisannual report
for a description of the principal differences between Mexican GAAP and U.S. GAAP asthey relateto us. Non-
Peso amountsincluded in those statements are first trand ated into Dollar amounts, in each case at a commercialy
available or an official government exchangerate for the relevant period or date, as applicable. Those Dollar
amounts are then translated into Peso amounts at the CEMEX accounting rate, described under Item 3 — “Key
Information — Mexican Peso Exchange Rates” as of the relevant period or date, as applicable.

On April 27, 2006, our shareholders approved a new stock split, which we expect to occur in July 2006. In
connection with the stock split, each of our exigting series A shares will be surrendered in exchange for two new
series A shares, and each of our existing series B shares will be surrendered in exchange for two new series B
shares. Concurrent with this stock split, our shareholders authorized the amendment of the CPO trust agreement
pursuant to which our CPOs are issued to provide for the substitution of two new CPOs for each of our existing
CPOs, with each new CPO representing two new series A shares and one new series B share. In connection with the
stock split and at our request, Citibank, N.A., as depositary for the ADSs, will distribute one additional ADS for
each ADS outstanding as of the record date for the stock split. Theratio of CPOsto ADSs will not change as aresult
of the stock split; each ADS will represent ten (10) new CPOs following the stock split and the CPO trust
amendment. The proportional equity interest participation of existing shareholders will not change as aresult of the
stock split. The financial data set forth in this annual report have not been adjusted to give retroactive effect to the
stock split.

References in this annual report to “U.S.$” and “Dollars” are to U.S. Dollars, references to “€” are to
Euros, references to “£7and “Pounds” are to British Pounds, references to “¥” and “Yen” are to Japanese Yen and,
unless otherwise indicated, references to “Ps,” “Mexican Pesos” and “Pesos” are to constant Mexican Pesos as of
December 31, 2005. The Dollar amounts provided in thisannual report and the financial statementsincluded
elsewherein thisannual report, unless otherwise indicated, are trandations of constant Peso amounts, at an exchange
rate of Ps10.62 to U.S.$1.00, the CEMEX accounting rate as of December 31, 2005. However, in the case of
transactions conducted in Dallars, we have presented the Dollar amount of the transaction and the corresponding
Peso amount that is presented in our consolidated financial statements. These trandations have been prepared solely
for the convenience of the reader and should not be construed as representations that the Peso amounts actually
represent those Dollar amounts or could be converted into Dollars at therate indicated. See ltem 3 — “Key
Information — Selected Consolidated Financial Information.”

The noon buying rate for Pesos on December 30, 2005 was Ps10.63 to U.S.$1.00 and on May 31, 2006 was
Ps11.29 to U.S.$1.00.



CO-REGISTRANTS

Our co-registrants are wholly-owned subsidiaries that have provided a corporate guarantee guaranteeing
payment of our 9.625% Notes due 2009. These subsidiaries, which we refer to as our guarantors, are CEMEX
México, S.A. de C.V., or CEMEX México, and Empresas Tolteca de México, SA. de C.V., or Empresas Toltecade
México. The guarantors, together with their subsidiaries, account for substantially all of our revenues and operating
income. See Item 4 — “Information on the Company — North America— Our Mexican Operations.” Pursuant to
Rule 12h-5 under the Securities Exchange Act of 1934 (the “Exchange Act”), no separate financial statements or
other disclosures concerning the guarantors other than the narrative disclosures and financial information set forth in
note 25(x) to our consolidated financia statements have been presented in this annual report.



PART |

Item 1 - Identity of Directors, Senior Management and Advisors

Not applicable.

Item 2 - Offer Statistics and Expected Timetable

Not applicable.

Item 3 - Key Information

Risk Factors

Many factors could have an effect on our financial condition, cash flows and results of operations. We are
subject to various risks resulting from changing economic, environmental, political, industry, bus ness, financial
and climate conditions. The principal factors are described bel ow.

We are continually analyzing possible acquisitions of new oper ations, some of which may have a material
impact on our financial position, and we may not be ableto realize the expected benefits from any such future
acquisitions or from the RM C acquisition.

A key element of our growth strategy is to acquire new operations and integrate such operations with our
existing operations. Our ability to realize the expected benefits from these acquisitions depends, in large part, on our
ability to integrate the new operations with existing operations and to apply our business practicesin the new
operations in atimely and effective manner. These efforts may not be successful. Furthermore, our growth strategy
depends on our ability to identify and acquire suitable assets at desirable prices. We are continually analyzing
possible acquisitions of assets which in some cases, such asthe case of the RMC acquistion described below, may
have a material impact on our financia position. We cannot assure you that we will be successful in identifying or
purchasing suitable assetsin the future. If we fail to make further acquisitions, we may not be able to continue to
grow in thelong term at our historic rate.

On March 1, 2005, we completed our acquisition of RMC Group p.l.c., or RMC, aleading international
producer and supplier of cement, ready-mix concrete and aggregates, for atotal purchase price of approximately
U.S.$6.5 hillion, which included approximately U.S.$2.2 hillion of assumed debt. RMC, which was headquartered
in the United Kingdom, had significant operations in the United Kingdom, Germany, France and the United States,
aswell as operationsin other European countries and globally. As of December 31, 2005, we had identified
approximately U.S.$360 million of annual savings that we expect to achieve by 2007 through cost-saving synergies,
including approximately U.S.$240 million during 2006. Our success in realizing these cost savings and deriving
significant benefits from this acquisition will depend on our ability to standardize management processes, capitalize
on trading network benefits, consolidate logistics and improve global procurement and energy efficiency.

In addition, although we have substantially realized our expected benefits from acquisitions in the past, the
acquired companies prior to the RMC acquisition were primarily engaged in cement operations, which have
traditionally been the focus of our business. Also, the companies we have acquired in the past have had significant
operations in only one country. The integration of RMC’s worldwide operations, which consist primarily of ready-
mix concrete and aggregates operations, has presented new challenges asit requires usto smultaneoudly integrate
operations in many different countries and focus on ready-mix concrete and aggregates operations on a global scale,
in addition to our traditional focus on cement operations. Additional acquisitions may also present formidable
integration chalenges. See Item 4 “Information on the Company — Our Business Strategy.”

Our ability to pay dividends and repay debt depends on our subsidiaries’ ability to transfer income and
dividendsto us.

We are aholding company with no significant assets other than the stock of our wholly-owned and non-
wholly-owned subsidiaries and our holdings of cash and marketable securities. Our ability to pay dividends and
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repay debt depends on the continued transfer to us of dividends and other income from our wholly-owned and non-
wholly-owned subsidiaries. The ability of our subsidiaries to pay dividends and make other transfersto usis limited
by various regulatory, contractua and legal constraints that affect our subsidiaries.

We haveincurred and will continue to incur debt, which could have an adver se effect on the price of our
CPOsand ADSs, result in usincurring increased interest costsand limit our ability to distribute dividends,
finance acquisitions and expansions and maintain flexibility in managing our business activities.

We have incurred and will continue to incur significant amounts of debt, particularly in connection with
financing acquisitions, which could have an adverse effect on the price of our Ordinary Participation Certificates, or
CPOs, and American Depositary Shares, or ADSs. Our indebtedness may have important consequences, including
increased interest costs if we are unable to refinance existing indebtedness on satisfactory terms. In addition, the
debt ingruments governing a substantia portion of our indebtedness contain various covenants that require usto
maintain financial ratios, restrict asset sales and restrict our ability to use the proceeds from a sale of assets.
Consequently, our ability to distribute dividends, finance acquisitions and expansions and maintain flexibility in
managing our business activities could be limited. Asof December 31, 2005, we had outstanding debt equal to
Ps101 hillion (U.S.$9.5 hillion). The aggregate amount of debt we incurred in connection with the RMC acquisition
was approximately U.S.$6.5 hillion, including our assumption of approximately U.S.$2.2 billion of RMC’s debt.

We haveto service our Dollar denominated debt with revenues generated in Pesos or other currencies, aswe
do not gener ate sufficient revenue in Dollar sfrom our operationsto service all our Dollar denominated debt.
This could adver sely affect our ability to service our debt in the event of a devaluation or depreciation in the
value of the Peso, or any of the other currencies of the countriesin which we oper ate.

A substantial portion of our outstanding debt is denominated in Dallars; as of March 31, 2006, our Dollar
denominated debt represented approximately 75% of our total debt (after giving effect to our currency-related
derivatives as of such date). Thisdebt, however, must be serviced by funds generated from sales by our
subsidiaries. As of the date of thisannual report, we do not generate sufficient revenue in Dollars from our
operations to service al our Dollar denominated debt. Consequently, we have to use revenues generated in Pesos,
Euros or other currencies to service our Dollar denominated debt. See Item 5 — “Operating and Financial Review
and Prospects — Qualitative and Quantitative Market Disclosure— Interest Rate Risk, Foreign Currency Risk and
Equity Risk — Foreign Currency Risk.” A devaluation or depreciation in the value of the Peso, Euro or any of the
other currencies of the countries in which we operate, compared to the Dollar, could adversely affect our ability to
service our debt. During 2005, Mexico, Spain, the United Kingdom and the Rest of Europe region, our main non-
Dallar-denominated operations, together generated approximately 53% of our sales (approximately 19%, 9%, 9%
and 16%, respectively), before eliminations resulting from consolidation. In 2005, approximately 25% of our sales
were generated in the United States, with the remaining 22% of our sales being generated in several countries, with a
number of currencies having material depreciations against the Dollar. During 2005, the Peso appreciated
approximately 5% against the Dallar, while the Euro and the Pound depreciated approximately 13% and 11%,
respectively, against the Dollar. Although we have foreign exchange forward contracts and cross currency swap
contracts in place to mitigate our currency-related risks and expect to enter into future currency hedges, they may
not be effectivein covering all our currency-related risks.

Asof March 31, 2006, our Euro denominated debt represented approximately 20% of our total debt (after
giving effect to our currency-related derivatives as of such date). However, we believe that our generation of
revenues in Euros from our operationsin Spain and the Rest of Europe region will be sufficient to service these
obligations. Asof March 31, 2006, our Y en denominated debt represented approximately 5% of our total debt (after
giving effect to our currency-related derivatives as of such date). As of that date, we had no Pound denominated debt
outstanding.

We are disputing some tax claims, an adver seresolution of which may result in a significant additional tax
expense.

We have received notices from tax authorities in Mexico and the Philippines of tax clamsin respect of
severa prior tax years for atotad amount of approximately U.S.$70 million and U.S.$59 million, respectively,



including interest and penalties through December 31, 2005. We believe that these claimswill not have a material
adverse effect on our net income.

In addition, during May 2006, we and some of our Mexican subsidiaries were notified by the Mexican tax
office of several tax assessments with respect to tax years 1992 and 2002 in atotal amount of approximately Ps3,793
million (U.S.$335 million). The tax assessments are based primarily on: (i) disallowed restatement of consolidated
tax loss carryforwardsin the same period in which they occurred and (ii) investments made in entities incorporated
in foreign countries with preferentia tax regimes (Regimenes Fiscales Preferentes). We plan to contest these tax
claims, and we are in the process of filing an appeal for each of these tax claims before the Mexican federal tax
court. If wefail to obtain favorable rulings on appesal, these tax claims may have a material impact on us.

We are also challenging the constitutionality of several amendmentsto Mexican income tax legidation that
became effective in 2005 and that would increase taxes we pay on passive income from some of our foreign
operations. We believe these amendments are contrary to Mexican constitutional principles, and on August 8, 2005,
we filed amotion in the Mexican federal court challenging the constitutionality of the amendments. On December
23, 2005, we obtained a favorable ruling from the Mexican federal court that the amendments were unconstitutional;
however, the Mexican tax authority has appealed thisruling. If thefinal ruling is not favorable to us, these
amendments may have a material impact on us. See Item 4 — “Information on the Company —Regulatory Matters
and Legal Proceedings — Tax Matters.”

Our operations are subject to environmental laws and regulations.

Our operations are subject to laws and regulations rdating to the protection of the environment in the
various jurisdictions in which we operate, such as regulations regarding the release of cement into the air or
emissions of greenhouse gases. Stricter laws and regulations, or stricter interpretation of existing laws or
regulations, may impose new liabilities on us or result in the need for additional investmentsin pollution control
equipment, either of which could result in amaterial declinein our profitability in the short term.

In addition, our operationsin the United Kingdom, Spain and the Rest of Europe are subject to binding
caps on carbon dioxide emissionsimposed by Member States of the European Union as aresult of the European
Union’s directive implementing the Kyoto Protocol on climate change. Under this directive, companies receive
from the relevant Member States allowances that set limitations on the levels of carbon dioxide emissions from their
industria facilities. These allowances are tradable so as to enable companies that manage to reduce their emissions
to sell their excess allowances to companies that are not reaching their emissions objectives. Failure to meet the
emissions capsis subject to heavy penalties. Based on our production forecasts, we expect to have a consolidated
surplus of carbon dioxide alowances for theinitial alocation period of 2005 to 2007. However, for the next
allocation period of 2008 through 2012, we expect areduction in the allowances granted by the environmental
agenciesin substantially all the Member States, which may result in a consolidated deficit in our carbon dioxide
allowances during that period. We believe we may be able to reduce the impact of any deficit by either reducing
carbon dioxide emissionsin our facilities or by implementing Clean Devel opment Mechanism (CDM) projects that
reduce greenhouse gas emissionsin emerging markets authorized by the United Nations. 1f we are not successful in
implementing emission reductionsin our facilities or obtaining credits from CDM projects, we may have to
purchase a significant amount of allowances in the market, the cost of which may have an impact on our operating
results. See Item 4 — “Information on the Company — Regulatory Matters and Legal Proceedings —
Environmental Matters.”

We are subject torestrictions due to minority interestsin our consolidated subsidiaries.

We conduct our business through subsidiaries. In some cases, third-party shareholders hold minority
interests in these subsidiaries. Various disadvantages may result from the participation of minority shareholders
whose interests may not always coincide with ours. Some of these disadvantages may, among other things, result in
our inability to implement organizational efficiencies and transfer cash and assets from one subsidiary to another in
order to alocate assets most effectively.



Higher energy and fuel costs may have a material adver se affect on our operating results.

Our operations consume s gnificant amounts of energy and fuel, the cost of which has significantly
increased worldwide in recent years. To mitigate high energy and fuel costs and volatility, we have implemented
the use of alternative fuels such as petcoke and tires, which has resulted in reduced energy and fuel costs and less
vulnerability to potential price spikes. We have also implemented technical improvementsin several facilities and
entered into long term supply contracts of petcoke and dectricity to mitigate price volatility. Despite these
measures, we cannot assure you that our operations would not be materially adversely affected in the future if
prevailing conditionsremain for along period of time or if energy and fuel costs continue to increase.

Our oper ations can be affected by adver se weather conditions.

Construction activity, and thus demand for our products, decreases substantially during periods of cold
weather, when it snows or when heavy or sustained rainfalls occur. Consegquently, demand for our productsis
significantly lower during the winter in temperate countries and during the rainy season in tropical countries. With
the acquisition of RMC in 2005, particularly its operationsin Europe and the United States, our operations are more
exposed to weather seasondity. Winter weather in our European and North American operations significantly
reduces our first quarter sales volumes, and to alesser extent our fourth quarter sales volumes. Sales volumesin
these and s milar markets generally increase during the second and third quarters because of normally better weather
conditions. However, high levels of rainfall can adversely affect our operations during these periods as well. Such
adverse weather conditions can adversely affect our results of operations and profitability if they occur with unusual
intensity, during abnormal periods, or last longer than usual in our major markets, especially during peak
construction periods.

We are an international company and are exposed to risksin the countriesin which we have significant
operationsor interests.

We are dependent, in large part, on the economies of the countries in which we market our products. The
economies of these countries arein different stages of socioeconomic development. Consequently, like many other
companies with significant international operations, we are exposed to risks from changesin foreign currency
exchange rates, interest rates, inflation, governmental spending, social ingtability and other palitical, economic or
social devel opmentsthat may materially reduce our net income.

With the acquisition of RMC in 2005, our geographic diversity has significantly increased. We currently
have operations in Mexico, the United States, the United Kingdom, Spain, the Rest of Europe region (including
Germany and France), South America, Central America and the Caribbean (including Venezuela and Colombia),
Africaand the Middle East and Asia. Asof December 31, 2005, our U.S. operations represented approximately
18% of our total assets, our Mexican operations represented approximately 18% of our total assets, our United
Kingdom operations represented approximately 12% of our total assets, our Spanish operations represented
approximately 7% of our total assets, our Rest of Europe operations represented approximately 12% of our total
assets, our South America, Central America and the Caribbean operations represented approximately 7% of our total
assets, our Africaand the Middle East operations represented approximately 2% of our total assets and our Asia
operations represented approximately 3% of our total assets. For the year ended December 31, 2005, before
eliminations resulting from consolidation, our U.S. operations represented approximately 25% of our net sales, our
Mexican operations represented approximately 19% of our net sales, our United Kingdom operations represented
approximately 9% of our net sales, our Spanish operations represented approximately 9% of our net sales, our Rest
of Europe operations represented approximately 16% of our net sales, our South America, Central Americaand the
Caribbean operations represented approximately 9% of our net sales, our Africaand the Middle East operations
represented approximately 3% of our net sales and our Asia operations represented approximately 2% of our net
sales. Adverse economic conditionsin any of these countries or regions may produce a negative impact on our net
income from our operationsin that country or region. For a geographic breakdown of our net sales for the year
ended December 31, 2005 on a pro forma basis giving effect to the RMC acquisition as though it had been
completed on January 1, 2005, please see Item 4 — “Information on the Company — Geographic Breakdown of Pro
Forma 2005 Net Sales.”



If the Mexican economy experiences arecession or if Mexican inflation and interest rates increase
significantly, our net income from our Mexican operations may decline materially because construction activity may
decrease, which may lead to a decreasein sales of cement and ready-mix concrete. The Mexican government does
not currently restrict the ability of Mexicans or othersto convert Pesos to Dollars, or vice versa. The Mexican
Central Bank has consistently made foreign currency available to Mexican private sector entities to meet their
foreign currency obligations. Nevertheless, if shortages of foreign currency occur, the Mexican Central Bank may
not continue its practice of making foreign currency available to private sector companies, and we may not be able
to purchase the foreign currency we need to service our foreign currency obligations without substantial additional
cost.

Although we have a diversification of revenue sources in Europe, a number of countries, particularly
Germany and Italy, have experienced economic stagnation recently, while France and the United Kingdom have
experienced slow economic growth. To the extent recovery from these economic conditions does not materialize or
otherwise takes place over an extended period of time, our business, financial condition and results of operations
may be adversdly affected. In addition, the economic stagnation in Germany and Italy and slow economic growth in
France and the United Kingdom may negatively impact the economic growth and integration of the ten new
countries admitted into the European Union in May 2004, including Poland, the Czech Republic, Hungary, Latvia
and Lithuania, in which we acquired operationsin the RMC acquisition.

Our operationsin South America, Central America and the Caribbean are faced with several risksthat are
more significant than in other countries. These risksinclude political ingtability and economic volatility. For
example, in recent years, Venezuela has experienced volatility and depreciation of its currency, high interest rates,
political ingability, increased inflation, decreased gross domestic product and labor unrest, including a general
strike. In response to this Stuation, and in an effort to shore up the economy and control inflation, Venezuelan
authorities have imposed foreign exchange and price controls on specified products, including cement. Any
significant political ingability or political instability and economic volatility in the countriesin South America,
Central America and the Caribbean in which we have operations may have an impact on cement prices and demand
for cement and ready-mix concrete, which may adversely affect our results of operations.

Our operationsin Africa and the Middle East have faced rising ingtability as aresult of, among other
things, civil unrest, extremism, the continued deterioration of |sraeli-Palestinian relations and thewar in Irag. There
can be no assurance that political turbulence in the Middle East will abate at any time in the near future or that
neighboring countries, including Egypt and the United Arab Emirates, will not be drawn into the conflict or
experience instability.

There have been terrorist attacks in the United States, Indonesia, Spain and the United Kingdom, countries
in which we maintain operations, and ongoing threats of future terrorist attacks in the United States and abroad.
Although it isnot possible at thistime to determine the long-term effect of these terrorist threats, there can be no
assurance that there will not be other attacks or threatsin the United States or abroad that will lead to economic
contraction in the United States or any other of our major markets. Economic contraction in the United States or any
of our major markets could affect domestic demand for cement and have a material adverse effect on our operations.

PT Semen Gresik (Persero) Thk., or Gresik, an Indonesian cement producer in which we own a 25.5%
interest, has experienced ongoing difficulties at PT Semen Padang, or Semen Padang, the subsidiary of Gresik that
owns and operates the Padang plant, including the effective loss of operational and financial control of Semen
Padang, and until recently, the inability to prepare consolidated financial statements that include Semen Padang’s
operations and the inability of its independent auditorsto provide an unqualified audit opinion on such financial
statements. In April 2006, after making several adjustments suggested by its independent auditors, unqualified
audited financial statementsfor 2004 and 2005 were finally presented by Semen Gresik. In December 2003, we filed
arequest for arbitration against the Republic of Indonesia and the Indonesian government before the International
Centrefor Settlement of Investment Disputes, or ICSID, based in Washington D.C. seeking, among other things,
rescission of the purchase agreement entered into with the Republic of Indonesiain 1998, plusrepayment of all costs
and expenses, and compensatory damages. In 2004, an Arbitral Tribunal was established by the ICSID to hear the
dispute and held itsfirst hearings, at which the Indonesian government objected to the Arbitral Tribunal’s
jurisdiction. As of the date of thisannual report, the Arbitral Tribunal had not yet rendered its jurisdictional
decision. We cannot predict what effect, if any, thisaction will have on our investment in Gresik, how the Arbitral



Tribunal will rule on the Indonesian government’s jurisdictional objections or the merits of the dispute, or the time-
framein which the Arbitral Tribunal will rule. See ltem 4 — “Information on the Company — Asia— Our
Indonesian Equity Investment” and “— Regulatory Matters and Legal Proceedings — Other Legal Proceedings.”

On May 3, 2006, we agreed to sell 24.9% of Gresik to Indonesia-based Rajawali Group for approximately
U.S.$337 million. The purchaser’s obligations under our sales contract are subject to obtaining the approval of the
Indonesian government and the fulfillment of other conditions. In the event this sale is consummated, our remaining
interest in Gresik will be 0.6%.

On May 17, 2006, we received a letter from the Indonesian government purporting to exerciseitsright to
repurchase, under the 1998 purchase agreement, pursuant to which we acquired our interest in Gresik, the Gresik
shares we have agreed to sell to the Rajawali Group. However, we believe that the Indonesian government's
purported exercise of thisright did not comply with the requirements set forth in the 1998 purchase agreement, and
we arein correspondence and in discussions with the Indonesian government concerning this issue. No assurance
can be given either that the sale to the Rajawali Group will be consummated, or that the Indonesian government will
purchase the Gresik shares, on the terms outlined above, or that a sale transaction on smilar or different terms may
be consummated with any other purchaser.

Y ou may be unable to enfor ce judgments against us.

Y ou may be unable to enforce judgments against us. We are a stock corporation with variable capital
(sociedad andnima de capital variable), organized under the laws of Mexico. Substantially all our directors and
officers and some of the experts named in this annual report residein Mexico, and al or asignificant portion of the
assets of those persons may be, and the majority of our assets are, located outside the United States. Asaresult, it
may not be possible for investors to effect service of process within the United States upon those persons or to
enforce judgments against them or against usin U.S. courts, including judgments predicated upon the civil liability
provisions of the U.S. federal securities|aws. We have been advised by Lic. Ramiro G. Villarreal, General Counsel
of CEMEX, that it may not be possible to enforce, in original actionsin Mexican courts, liabilities predicated solely
on the U.S. federal securities|aws and it may not be possible to enforce, in Mexican courts, judgments of U.S.
courts obtained in actions predicated upon the civil liability provisions of the U.S. federal securitieslaws.

Preemptiverights may be unavailableto ADS holders.

ADS holders may be unable to exercise preemptive rights granted to our shareholders, in which case ADS
holders could be substantially diluted. Under Mexican law, whenever we issue new shares for payment in cash or in
kind, we are generally required to grant preemptive rightsto our shareholders. However, ADS holders may not be
able to exercise these preemptive rights to acquire new shares unless both the rights and the new sharesare
registered in the United States or an exemption from registration isavailable.

We cannot assure you that we would file aregistration statement in the United States at the time of any
rights offering. In addition, while the depositary is permitted, if lawful and feasible at that time, to sell thoserights
and distribute the proceeds of that sale to ADS holders who are entitled to those rights, current Mexican law does
not permit sales of that kind.



M exican Peso Exchange Rates

Mexico has had no exchange control system in place since the dual exchange control system was abolished
on November 11, 1991. The Mexican Peso has floated freely in foreign exchange markets since December 1994,
when the Mexican Central Bank (Banco de México) abandoned its prior policy of having an official devaluation
band. Since then, the Peso has been subject to substantial fluctuationsin value. The Peso depreciated against the
Dallar by approximately 13% and 8% in 2002 and 2003, respectively, and appreciated againg the Dollar by
approximately 1% and 5% in 2004 and 2005, respectively. These percentages are based on the exchange rate that
we use for accounting purposes, or the CEMEX accounting rate. The CEMEX accounting rate representsthe
average of three different exchange rates that are provided to us by Banco Naciona de México, S.A., or Banamex.
For any given date, the CEMEX accounting rate may differ from the noon buying rate for Pesosin New Y ork City
published by the U.S. Federal Reserve Bank of New Y ork.

The following table sets forth, for the periods and dates indicated, the end-of-period, average and high and
low points of the CEMEX accounting rate as well asthe noon buying rate for Pesos, expressed in Pesos per
U.S.$1.00.

CEMEX Accounting Rate Noon Buying Rate

End of End of
Y ear ended December 31, Period Average(1) High Low Period Average(1) High Low
9.17 9.33 9.99 8.95 9.16 9.34 9.97 8.95
10.38 9.76 10.35 9.02 1043 9.66 1043 9.00
11.24 10.84 11.39 10.10 11.24 10.85 1141 10.11
11.14 11.29 11.67 10.81 11.15 11.29 11.64 10.81
10.62 10.85 11.38 10.42 10.63 10.89 1141 1041
10.56 — 10.77 10.56 10.58 — 10.77 10.57
10.62 — 10.78 10.42 10.63 — 10.77 1041
10.46 — 10.64 10.45 10.44 — 10.64 10.44
10.48 — 10.56 10.44 10.45 — 10.53 1043
10.88 — 11.02 10.48 10.90 — 10.95 10.46
11.07 — 11.15 10.93 11.09 — 11.16 10.86
11.34 — 11.35 10.86 11.29 — 11.31 10.84

(1) Theaverage of the CEMEX accounting rate or the noon buying rate for Pesos, as applicable, on the last day of each full month during the
relevant period.

On May 31, 2006, the noon buying rate for Pesos was Ps11.29 to U.S.$1.00 and the CEMEX accounting
rate was Ps11.34 to U.S.$1.00.

For adiscussion of the financia treatment of our operations conducted in other currencies, see Iltem 3 —
“Key Information — Selected Consolidated Financial Information.”



Selected Consolidated Financial Information

Thefinancial data set forth below as of and for each of the five years ended December 31, 2005 have been
derived from our audited consolidated financial statements. The financial data set forth below as of December 31,
2005 and 2004 and for each of the three years ended December 31, 2005, have been derived from, and should be
read in conjunction with, and are qualified in their entirety by reference to, the consolidated financial statements and
the notes thereto included elsewherein thisannual report. These financial statements were approved by our
shareholders at the 2005 annual general meeting, which took place on April 27, 2006.

The audited consolidated financial statements for the year ended December 31, 2005 include RMC’s results
of operations for the ten-month period ended December 31, 2005, while the audited consolidated financial
statements for each of the four years ended December 31, 2004 do not include RMC’s results of operations. Asa
result, the financial data for the year ended December 31, 2005 are not comparable to the prior periods.

Our consolidated financial statementsincluded elsewhere in thisannual report have been prepared in
accordance with Mexican GAAP, which differsin significant respects from U.S. GAAP. Wearerequired, pursuant
to Mexican GAAP, to present our financia statementsin constant Pesos representing the same purchasing power for
each period presented. Accordingly, unless otherwise indicated, all financial data presented below and elsewherein
this annual report are stated in constant Pesos as of December 31, 2005. See note 25 to our consolidated financial
statementsincluded elsewhere in this annual report for a description of the principal differences between Mexican
GAAP and U.S. GAAP asthey relateto us.

Non-Peso amountsincluded in thefinancial statements are first trandated into Dollar amounts, in each case
at acommercially available or an official government exchange rate for the relevant period or date, as applicable,
and those Dollar amounts are then trand ated into Peso amounts at the CEMEX accounting rate, described under
Item 3 — “Key Information — Mexican Peso Exchange Rates,” as of the relevant period or date, as applicable.

Under Mexican GAAP, each time we report results for the most recently completed period, the Pesos
previously reported in prior periods should be adjusted to Pesos of constant purchasing power as of the most recent
balance sheet by multiplying the previously reported Pesos by a weighted average inflation index. Thisindex is
cal cul ated based upon the inflation rates of the countriesin which we operate and the changes in the exchangerates
of each of these countries, weighted according to the proportion that our assets in each country represent of our total
assets. Thefollowing table reflects the factors that have been used to restate the originally reported Pesos to Pesos
of constant purchasing power as of December 31, 2005:

Cumul ative Weighted
Annual Weighted Average Factor to
Average Factor December 31, 2005
2001t 1.0916 1.2287
2002....ccueiieiieie e 1.1049 1.1256
2003....ceeiieie e 1.0624 1.0188
2004.......cooiiiiiiieiee e 0.9590 0.9590

The Dollar amounts provided bel ow and, unless otherwise indicated, elsewherein this annual report are
trandations of constant Peso amounts at an exchangerate of Ps10.62 to U.S.$1.00, the CEMEX accounting rate as
of December 31, 2005. However, in the case of transactions conducted in Dollars, we have presented the Dollar
amount of the transaction and the corresponding Peso amount that is presented in our consolidated financial
statements. These trandations have been prepared solely for the convenience of the reader and should not be
construed as representations that the Peso amounts actually represent those Dollar amounts or could be converted
into Dollars at therateindicated. Thenoon buying rate for Pesos on December 31, 2005 was Ps10.63 to U.S.$1.00
and on May 31, 2006 was Ps11.29 to U.S.$1.00. From December 31, 2005 through May 31, 2006, the Peso
depreciated by approximately 6.2% against the Dollar, based on the noon buying rate for Pesos.
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CEMEX, SA. DE C.V. AND SUBSIDIARIES
Selected Consolidated Financial Infor mation

Asof and for the year ended December 31,
2001 2002 2003 2004 2005 2005

(in millions of constant Pesos as of December 31, 2005 and
Dollars, except ratios and share and per share amounts)

Income Statement I nfor mation:

NEE SAES ... Ps78,015 Ps 76,456 Ps 82,045 Ps 87,062 Ps 162,709 U.S$15,321
COSt Of SAC(L) vuvrerieirirerreieiei e (43,882) (42,715) (47,296) (48,997) (98,460) (9,271)
GIOSS PIOfIt ovuvucerceceieniieeiereie bbb 34,133 33,741 34,749 38,065 64,249 6,050
Operating expenses... .. (15,503) (18,429) (18,084) (18,282) (37,840) (3,563)
OPErating iNCOME ..o sse e nsesees 18,630 15,312 16,665 19,783 26,409 2,487
Comprehensive financing income (Cost), NEt(2).......cocoeeeeeenne 2,982 (3,848) (3,063) 1,424 2,600 245
Other income (EXPENSE), NEL ......ovvvreureeeeirirereeieiesire e (4,697) (4,550) (5,230) (5,169) (3,372) (318)
Income before income tax, business assetstax,

employees’ statutory profit sharing and equity in

iNCOME Of GffiliaeS......c..cveverrerreereereencersseeeeee e 16,915 6,914 8,372 16,038 25,637 2,414
MiNOFILY IMEErESL ..ot 1,728 433 348 224 585 55
Majority interest NEL iNCOME.........cuueeeeneenierieneeneieeseneneneens 13,273 6,079 7,201 13,965 22,425 2,112
Basic earnings per share(3)(4) ... 155 0.68 0.76 1.40 2.16 0.20
Diluted earnings per share(3)(4) 1.56 0.68 0.74 1.39 215 0.20
Dividends per share(3)(5)(6).......crureerereereereerieneeneseeseeenennenn: 0.39 0.41 0.39 0.83 0.50 0.04
Number of shares outstanding(3)(7) .......ceeeereereerereererrerernenn: 8,758 9,124 9,722 10,186 10,572 10,572
Balance Sheet | nfor mation:
Cash and temporary iNVESIMENES..........cueeeereereeneenmeeeenennennes 4,828 4,220 3,336 3,657 6,387 601
Net working capital investment(8) ....... 10,510 8,174 6,593 5,610 13,463 1,268
Property, machinery and equipment, net. .. 100,744 104,734 106,106 102,703 165,055 15,542
Total ASSELS....oeveeeeeeeereeneieeieeeerenns .. 182,888 186,194 183,409 185,684 284,228 26,764
Short-term debt . 11,579 16,281 15,219 11,151 12,647 1,191
Long-term debt ..... 48,960 51,109 51,955 52,207 88,006 8,287
Minority interest(9) 22,259 14,101 6,092 4,155 5,613 529
Stockholders’ equity (excluding minority interest)(10) 69,601 67,122 71,393 83,657 104,344 9,825
Book value per share(3)(7)(11) ....ocveereereereereereeneenereerenenenenns 7.95 7.36 7.35 821 8.71 0.93
Other Financial | nformation:
Operating margin 23.9% 20.0% 20.3% 22.7% 16.2% 16.2%
EBITDA(L2) ..o ses s ssssssessense s 25,418 22,401 24,141 27,117 37,778 3,557
Ratio of EBITDA to interest expense, capital securities

dividends and preferred equity dividends...........ccceeue.. 4.39 5.23 5.27 6.82 6.76 6.76
Investment in property, machinery and equipment, net......... 5,756 4,954 4,510 4,637 8,341 785
Depreciation and amortization............ccccvveeeeurenenes 8,932 8,942 9,445 9,159 11,591 1,091
Net resources provided by operating activitie(13)................ 26,596 19,440 17,937 23,811 36,300 3,418
Basic earnings per CPO(3)(4) .....ceueeeeeereeneensenseneseesensenenenns 4.65 2.04 2.28 4.20 6.48 0.60

Asof and for the year ended December 31,

2001 2002 2003 2004 2005 2005

(in millions of constant Pesos as of December 31, 2005 and Dollars, except per share amounts)
US. GAAP (14):
Income Statement I nfor mation:

MEJOTtY NEE SAlES.......vurerrrceie e Ps74,936  Ps 75,858 Ps 86,568 Ps 92,553 Ps 159,516 U.S.$15,020
OPErating iNCOME ..o 11,978 12,261 14,770 17,007 24,706 2,326
Majority netincome.... .. 11,989 6,367 8,984 18,505 22,115 2,082
Basic earnings Par Share........coovceernnecisisssesees e 1.49 0.71 0.95 1.85 213 0.20
Diluted €arnings per Share..........coceerrneeessnneseeesseseeees 1.48 0.71 0.93 1.84 212 0.20
Balance Sheet | nfor mation:

TOLAl BSSELS.....vuvvcescececieierieee e s 184,153 191,179 202,230 212,550 293,743 27,659
Total long-term debt .........ocvvevvvvvrcrrcrirnnn. 44,381 46,479 48,620 44,949 82,610 7,779
Shares subject to mandatory redemption (15) — — 805 — — —
Minority interest .............. 9,046 5,860 5,882 4,672 5,729 539
Other mezzanineitems (15)........ 19,169 14,761 — — — —
Total majority stockholders’” equity........c.ccoeerrirrrnrerereninnens 55,402 58,289 77,204 95,412 111,381 10,488

(footnotes on next page)
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Cost of salesincludes depreciation.

Comprehensive financing income (cost), net, includes financial expenses, financial income, results from valuation and liquidation of
financial instruments, including derivatives and marketable securities, foreign exchange result, net and monetary position result. Seeltem5
“— “Operating and Financial Review and Prospects.”

Our capital stock consists of series A sharesand series B shares.  Each of our CPOs represents two series A shares and one series B share.
As of December 31, 2005, approximately 96.8% of our outstanding share capital was represented by CPOs. On April 28, 2005, our
sharehol ders approved a two-for-one stock splitin our series A shares, series B shares and CPOs, which became effective on July 1, 2005.
The number of our outstanding ADSs did not change as aresult of the stock split; instead the ratio of CPOsto ADSs was modified so that
each ADS now represents ten CPOs. All share and per share amounts set forth in the table above have been adjusted to give retroactive
effect to this stock split. On April 27, 2006, our sharehol ders approved a new two-for-one stock split, which we expect to occur in July
2006. In connection with the new stock split, each of our existing series A shares will be surrendered in exchange for two new series A
shares, and each of our existing series B shares will be surrendered in exchange for two new series B shares. Concurrently with this new
stock split, our shareholders authorized the amendment of the CPO trust agreement pursuant to which our CPOs are issued to provide for
the substitution of two new CPOs for each of our existing CPOs, with each new CPO representing two new series A shares and one new
series B share. In connection with the stock split and at our request, Citibank, N.A., as depositary for the ADSs, will distribute one
additional ADS for each ADS outstanding as of the record date for the stock split. The ratio of CPOsto ADSswill not change asa result of
the new stock split; each ADS will represent ten (10) new CPOs following the new stock split and the CPO trust amendment. Although
earnings per share, dividends per share, book value per share, earnings per CPO and the number of shares outstanding for the years ended
December 31, 2001 through 2005 were not adjusted to give retroactive effect to the stock split, the following table presents such lineitems
on a pro forma basi s giving effect to the stock split.

Asof and for the year ended December 31,
2001 2002 2003 2004 2005 2005
(in constant Pesos as of December 31, 2005 and Dollars, except share amounts)

Pro forma per shareinformation under

Mexican GAAP:
Basic earnings per share........ccocovveecernenceens Ps 0.78 Ps0.34 Ps0.38 Ps0.70 Ps1.08 U.S$ 0.10
Diluted earnings per share.. . 0.78 0.34 0.37 0.70 1.08 0.10
Dividends per share........ . 0.20 021 0.20 0.42 0.25 0.02
Book value per share .. . 3.98 3.68 3.68 411 493 0.47
Basic earnings per CPO...........coveveeneeneenieneeeenenn: 2.33 1.02 114 2.10 324 031
Pro forma per shareinformation under

U.S. GAAP:
Basic earnings per share........ccocovveecervenceens 0.75 0.36 0.48 0.93 1.07 0.10
Diluted earnings per share.........c.cooeeeervncnens 0.74 0.36 0.47 0.92 1.06 0.10
Pro forma number of shares:
Number of shares outstanding (in millions)..... 17,516 18,248 19,444 20,372 21,144 21,144

(4) Earnings per shareare cal culated based upon the wei ghted average number of shares outstanding during the year, as described in note 21 to

(5
(6)

U]
®

the consolidated financial satementsincluded el sewhere in thisannual report. Basic earnings per CPO is determined by multiplying each
year’s basic earnings per share by three (the number of shares underlying each CPO). Basic earnings per CPO is presented solely for the
convenience of the reader and does not represent a measure under Mexican GAAP.

Dividends declared at each year’s annual shareholders’ meeting are reflected as dividends of the preceding year.

In recent years, our board of directors has proposed, and our shareholders have approved, dividend proposal's, whereby our shareholders
have had a choice between stock dividends or cash dividends declared in respect of the prior year’s results, with the stock issuable to
sharehol ders who elect the stock dividend over the cash dividend being issued at a 20% discount from then current market prices. The
dividends declared per share or per CPO in these years, expressed in constant Pesos as of December 31, 2005, were as follows: 2002,
Ps1.17 per CPO (or Ps0.39 per share); 2003, Ps1.23 per CPO (or Ps0.41 per share); 2004, Ps1.17 per CPO (or P50.39 per share); and 2005,
Ps2.49 per CPO (or Ps0.83 per share). Asaresult of dividend elections made by shareholders, in 2002, Ps262 million in cash was paid and
approximately 128 million additional CPOs were issued in respect of dividends declared for the 2001 fiscal year; in 2003, Ps68 millionin
cash was paid and approximately 198 million additional CPOs wereissued in respect of dividends declared for the 2002 fiscal year; in 2004,
Ps161 million in cash was paid and approximately 150 million additional CPOs wereissued in respect of dividends declared for the 2003
fiscal year; and in 2005, Ps380 million in cash was paid and approximately 133 million additional CPOs were issued in respect of dividends
declared for the 2004 fiscal year. All share and per share amounts set forth in this note 6 have been adjusted to give retroactive effect to the
stock split described above, which became effective on July 1, 2005. At our 2005 annual shareholders’ meeting, which was held on April
27, 2006, our shareholders approved a dividend for the 2005 fiscal year of the Peso equivalent of U.S.$0.133 per CPO (U.S.$0.0443 per
share) or Ps1.49 (P90.50 per share), based on the Peso/Dollar exchangerate in effect for May 25, 2006 of Ps11.1935 to U.S.$1.00, as
published by the Mexican Central Bank. Holders of our series A shares, series B sharesand CPOs will be entitled to receivethe dividend in
either stock or cash cons stent with our past practices; however, under the terms of the deposit agreement pursuant to which our ADSsare
issued, we have instructed the depositary for the ADSs not to extend the option to el ect to receive cash in lieu of the stock dividend to the
holders of ADSs, unlike our practice in connection with previous dividends when ADS holders were extended this option. Asaresult of
dividend el ections made by shareholders, in June 2006, approximately Ps144 million in cash will be paid and approximately 106 million
additional CPOs will be issued in respect of dividends declared for the 2005 fiscal year.

Based upon the total number of shares outstanding at the end of each period, expressed in millions of shares, and includes shares subject to
financial derivative transactions, but does not include shares held by our subsidiaries.

Net working capital investment equal strade receivables plusinventories | ess trade payabl es.
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In connection with a preferred equity transaction relating to the financing of our acquisition of Southdown, Inc., now named CEMEX, Inc.,
the balance sheet item minority interest at December 31, 2001 and 2002 includes a notional amount of U.S.$900 million (Ps9.6 billion) and
U.S.$650 million (Ps6.9 billion), respectively, of preferred equity issued in November 2000 by our Dutch subsidiary. In October 2003, we
redeemed all the U.S.$650 million of preferred equity outstanding. The balance sheet item minority interest at December 31, 2003 includes
an aggregate liquidation amount of U.S.$66 million (Ps705 million) of 9.66% Putable Capital Securities, which wereinitially issued by one
of our subsdiariesin May 1998 in an aggregate liquidation amount of U.S.$250 million. In April 2002, approximately U.S.$184 million in
aggregate li quidation amount of these capital securities weretendered to, and accepted by, usin atender offer. In November 2004, we
exercised a purchase option and redeemed all the outstanding capital securities. Until January 1, 2004, for accounting purposes under
Mexican GAAP, this transaction was recorded as minority interest in our balance sheet, and dividends paid on the capital securities were
recorded as minority interest net income in our income statement. Accordingly, minority interest net income includes capital securities
dividendsin the amount of approximately U.S.$76.1 million (Ps876 million) in 2001, U.S.$23.2 million (Ps265 million) in 2002 and
U.S.$12.5 million (Ps147 million) in 2003. As of January 1, 2004, asaresult of new accounting pronouncements under Mexican GAAP,
this transaction was recorded as debt in our balance sheet, and dividends paid on the capital securities during 2004, which amounted to
approximately U.S.$5.6 million (Ps64 million), were recorded as part of financial expensesin our income statement.

In December 1999, we entered into forward contracts with a number of banks covering 21,000,000 ADSs. In December 2002, we agreed
with the banks to settle those forward contracts for cash and s multaneoudy entered into new forward contracts with the same banks on
similar termsto the original forward transactions. Under the new forward contracts the banks retained the ADSs underlying the original
forward contracts, which had increased to 25,457,378 ADSs as aresult of stock dividends through June 2003. Asaresult of this net
settlement, we recognized in December 2002 a decrease of approximately U.S.$98.3 million (Ps1,050 million) in our stockholders’ equity,
arising from changes in the valuation of the ADSs. In October 2003, in connection with an offering of al the ADSsunderlying those
forward contracts, we agreed with the banks to settle those forward contracts for cash. Asaresult of the final settlement in October 2003,
we recognized an increase of approximately U.S.$18.1 million (Ps193 million) in our stockholders’ equity, arising from changes in the
valuation of the ADSs from December 2002 through October 2003. During the life of these forward contracts, the underlying ADSs were
considered to have been owned by the banks and the forward contracts were treated as equity transactions, and, therefore, changesin the fair
value of the ADSs were not recorded until settlement of the forward contracts.

Book value per shareis calculated by dividing stockholders’ equity (excluding minority interest) by the number of shares outstanding.
EBITDA equals operating income before amorti zation expense and depreciation. Under Mexican GAAP, amortization of goodwill is not
included in operating income, but instead is recorded in other income (expense). EBITDA and the ratio of EBITDA to interest expense,
capital securities dividendsand preferred equity dividends are presented herein because we believe that they are widely accepted as
financial indicators of our ability to internally fund capital expenditures and service or incur debt and preferred equity. EBITDA and such
ratios should not be considered asindicators of our financial performance, asalternativesto cash flow, as measures of liquidity or as being
comparable to other smilarly titled measures of other companies. EBITDA is reconciled below to operating income, which we consider to
be the most comparable measure as determined under Mexican GAAP. We are not required to prepare a statement of cash flows under
Mexican GAAP and therefore do not have such Mexican GAAP cash flow measures to present as comparableto EBITDA.

For the year ended December 31,
2001 2002 2003 2004 2005 2005
(in millions of constant Pesos as of December 31, 2005 and Dollars)

Reconciliation of EBITDA to oper ating income

EBITDA ..ottt Ps 25418 Ps 22401 Ps 24141 Ps 27,117 Ps 37,778 U.S$ 3,557
Less

Depreciation and amortization expense............ 6,788 7,089 7,476 7,334 11,369 1,070

OPErating iNCOME.........ooeveereeeresies et 18,630 15,312 16,665 19,783 26,409 2,487

Net resources provided by operating activities equals majority interest net income plus items not affecting cash flow plusinvestment in
working capital excluding effects from acquisitions.

We have restated the information at and for the years ended December 31, 2001, 2002, 2003, and 2004 under U.S. GAAP using theinflation
factor derived from the national consumer priceindex, or NCPI, in Mexico, asrequired by Regulation S-X under the Exchange Act, instead
of using the weighted average restatement factors used by usaccording to Mexican GAAP and applied to the information presented under
Mexican GAAP of prior years. See note 25 to our consolidated financial statementsincluded e sewherein thisannual report for a
description of the principal differences between Mexican GAAP and U.S. GAAP asthey relateto CEMEX.

For financial reporting under U.S. GAAP, until December 31, 2002, elements that did not meet either the definition of equity, or the
definition of debt, were presented under a third group, commonly referred to as “mezzanine items.” As of December 31, 2002, these
edements, asthey related to us, included our preferred equity and our putable capital securities described in note 9 above and our obligation
under the forward contracts described in note 10 above. As of December 31, 2003, as a result of the adoption of SFAS 150 “Accounting for
Certain Financial Instruments with Characteristics of both Liabilities and Equity,” these elements were presented as a separate line item
within liabilities. For a more detail ed description of these e ements, asthey related to us, see notes 15(E), 15(F) and 25(m) to our
consolidated financial statements included el sewhere in thisannual report.
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Item 4 - Information on the Company

Unless otherwise indicated, references in thisannual report to our sales and assets, including percentages,
for a country or region are cal cul ated before eliminations resulting from consolidation, and thusinclude
intercompany balances between countries and regions. These intercompany balances are eliminated when
calculated on a consolidated basis.

Business Over view

We are a stock corporation with variable capital, or sociedad anénima de capital variable, organized under
the laws of the United Mexican States, or Mexico, with our principa executive officesin Av. Ricardo Margéin
Zozaya #325, Colonia Valle del Campestre, Garza Garcia, Nuevo Ledn, México 66265. Our main phone number is
(011-5281) 8888-8888. CEMEX’s agent for service, exclusively for actions brought by the Securities and Exchange
Commission pursuant to the requirements of the United States Federal securitieslaws, is CEMEX, Inc., located at
840 Gessner Road, Suite 1400, Houston, Texas 77024.

CEMEX was founded in 1906 and was registered with the Mercantile Section of the Public Register of
Property and Commerce in Monterrey, N.L., Mexico, on June 11, 1920 for a period of 99 years. At our 2002 annual
shareholders’ meeting, this period was extended to the year 2100. CEMEX’s full legal and commercial name is
CEMEX, Sociedad Andnima de Capita Variable. At our 2005 annual shareholders’ meeting held on April 27,
2006, our shareholders authorized the change of CEMEX’s legal and commercial name to CEMEX, Sociedad
Anoénima Bursétil de Capital Variable, or CEMEX, SA.B. de C.V., effective as of July 3, 2006. The changein our
corporate name, which means that we will now be called a Publicly Held Company (Sociedad Andnima Bursétil),
was made to comply with the requirements of the new Mexican Securities Law enacted on December 28, 2005,
which will become effective on June 28, 2006.

CEMEX isthethird largest cement company in the world, based on installed capacity as of December 31,
2005 of approximately 98.2 million tons, including approximately 17 million tons of ingtalled capacity we acquired
in our acquisition of RMC in March 2005. We are the largest ready-mix concrete company in the world with annual
sales volumes of approximately 70 million cubic meters, and one of the largest aggregates company in the world
with annual sales volumes of approximately 160 million tons, in each case based on our annual sales volumesin
2005, including the sales volumes of the operations we acquired from RMC since March 1, 2005. We are also one
of the world’s largest traders of cement and clinker, having traded approximately 16 million tons of cement and
clinker in 2005, including the trading operations we acquired from RMC since March 1, 2005. We areaholding
company primarily engaged, through our operating subsidiaries, in the production, distribution, marketing and sale
of cement, ready-mix concrete, aggregates and clinker. On June 2, 2006, we had an equity market capitalization of
approximately Ps241 hillion (U.S.$21 billion).

We areaglobal cement manufacturer with operationsin North America, Europe, South America, Central
America, the Caribbean, Africa, the Middle East and Asa. As of December 31, 2005, we had worldwide assets of
approximately Ps284 hillion (U.S.$27 hillion).

As of December 31, 2005, our main cement production facilities were located in Mexico, the United States,
Spain, the United Kingdom, Germany, Poland, Croatia, Latvia, Venezuela, Colombia, Costa Rica, the Dominican
Republic, Panama, Nicaragua, Puerto Rico, Egypt, the Philippines and Thailand. As of December 31, 2005, our
assets, cement plants and installed capacity, on an unconsolidated basis by region, were as set forth below. Ingtaled
capacity, which refers to theoretical annual production capacity, represents gray cement equivalent capacity, which
counts each ton of white cement capacity as approximately two tons of gray cement capacity. The table below also
includes our proportional interest in the installed capacity of companiesin which we hold aminority interest.
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As of December 31, 2005

Installed
Assets Number of Capacity
(in billions of Cement (millions of tons
constant Pesos) Plants per annum)
North America
MEXICO ...ttt et e e e e e s e etae e e e nareeeenns Ps72 15 27.2
UNited SEAES......oeeeeiie e 72 12 13.3
Europe
SPBIN ...ttt a e e s 28 8 11.0
United KiNgdom.........ooeeiieieiieieienee e 49 3 2.7
RESE OF EUIOPE. ...ttt 48 9 13.0
South America, Central Americaand the Caribbean .......................... 33 13 15.4
Africaandthe MiddIeEast..........ccooovveeiiiiii e 9 1 4.9
S T TSR 12 4 10.7
Cement and Clinker Trading Assets and Other Operations................. 89 — —

In the above table, “Rest of Europe” includes our subsidiaries in Germany, France, Ireland, Austria, Poland,
Croatia, the Czech Republic, Denmark, Hungary, Latvia and other assetsin the European region, and, for purposes
of the columns labeled “Assets” and “Installed Capacity,” includes our 34% interest, as of December 31, 2005, in a
Lithuanian cement producer that operated one cement plant with an ingtalled capacity of 2.7 million tons as of
December 31, 2005. In the above table, “South America, Central America and the Caribbean” includes our
subsidiaries in Venezuela, Colombia, Costa Rica, the Dominican Republic, Panama, Nicaragua, Puerto Rico,
Argentinaand other assets in the Caribbean region. In the above table, “Africa and the Middle East” includes our
subsidiaries in Egypt, the United Arab Emirates and Israel. In the above table, “Asia” includes our subsidiaries in
the Philippines, Thailand, Malaysia, Bangladesh and other assets in the Asian region, and, for purposes of the
columns labeled “Assets” and “Installed Capacity,” includes our 25.5% interest, as of December 31, 2005, in Gresik,
an Indonesian cement producer. As of December 31, 2005, in addition to the four cement plants owned by our Asian
subsidiaries, Gresik operated four cement plantswith an installed capacity of 17.3 million tons. In the above table,
“Cement and Clinker Trading Assets and Other Operations” includes intercompany accounts receivable of CEMEX
(the parent company only) in the amount of approximately Ps21 billion as of December 31, 2005, which are
eliminated in consolidation.

During the last two decades, we embarked on amajor geographic expanson program to diversify our cash
flows and enter markets whose economic cycles within the cement industry largely operate independently from that
of Mexico and which offer long-term growth potential. We have built an extensive network of marine and land-
based distribution centers and terminals that give us marketing access around theworld. The following have been
our most significant acquisitions over thelast five years:

e  On September 27, 2004, in connection with a public offer to purchase RMC’s outstanding shares,
CEMEX UK Limited, our indirect wholly-owned subsidiary, acquired 50 million shares of RMC for
approximately £432 million (U.S.$786 million, based on a Pound/Dollar exchange rate of £0.5496 to
U.S.$1.00 on September 27, 2004), which represented approximately 18.8% of RMC’s outstanding
shares. On March 1, 2005, following board and shareholder approval and clearance from applicable
regulators, CEMEX UK Limited purchased the remaining 81.2% of RMC’s outstanding shares and
completed our acquisition of RMC. The transaction value of this acquisition, including our assumption
of approximately U.S.$2.2 billion of RMC’s debt, was approximately U.S.$6.5 billion.

e In August and September 2003, we acquired 100% of the outstanding shares of Mineral Resource
Technologies Inc., and the cement assets of Dixon-Marquette Cement for a combined purchase price of
approximately U.S.$100 million. Located in Dixon, Illinois, the single cement plant has an annual
production capacity of 560,000 tons. This cement plant was sold on March 31, 2005 as part of the U.S.
asset sale described below.
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e InJuly and August 2002, through atender offer and subsegquent merger, we acquired 100% of the
outstanding shares of Puerto Rican Cement Company, Inc. The aggregate value of the transaction was
approximately U.S.$281.0 million, including approximately U.S.$100.8 million of assumed net debt.
In July, 2005, Puerto Rican Cement Company, Inc., changed itslegal nameto CEMEX de Puerto Rico,
Inc.

e InJuly 2002, weincreased our equity interestin CEMEX AsiaHoldings, Ltd., or CAH, asubsidiary
originally created to co-invest with ingtitutional investorsin Asian cement operations, from 77.4% to
77.7%. At the same time, we entered into agreementswith other CAH investors to purchase their
CAH sharesin exchange for CPOs through quarterly share exchanges in 2003 and 2004. For
accounting purposes, these exchanges were considered effective as of July 2002. With these
exchanges, we further increased our equity interest in CAH to 92.3%. In August 2004, we acquired an
additional 6.83% interest in CAH for approximately U.S.$70 million, and in December 2005, we
acquired the remaining 0.9% interest in CAH for approximately U.S.$8 million, thereby increasing our
total equity interest in CAH to 100%.

e InJuly 2002, we purchased, through a wholly-owned indirect subsidiary, the remaining 30% economic
interest that was not previously acquired by CAH in the Philippine cement company Solid Cement
Corporation, or Solid, for approximately U.S.$95 million.

e InMay 2001, we acquired, through CAH, a 100% economic interest in Saraburi Cement Company
Ltd., acement company based in Thailand with an installed capacity of approximately 700,000 tons,
for atotal consideration of approximately U.S.$73 million. In July 2002, Saraburi Cement Company
changed its legal name to CEMEX (Thailand) Co. Ltd., or CEMEX (Thailand).

As part of our strategy, we periodically review and reconfigure our operationsin implementing our post-
merger integration process, and we sometimes divest assets that we believe are less important to our strategic
objectives.

On March 31, 2005, we sold our Charlevoix, Michigan and Dixon, 1llinois cement plants and several
distribution terminals located in the Great Lakes region to Votorantim Participagdes S.A, acement company in
Brazil, for an aggregate purchase price of approximately U.S.$389 million. The combined capacity of the two
cement plants sold was approximately two million tons per year. On June 1, 2005, we sold a cement terminal
adjacent to the Detroit river to the City of Detroit for a purchase price of approximately U.S.$24 million. The
proceeds of these sales were used to reduce debt.

On April 26, 2005, we divested our 11.9% interest in Cementos Bio Bio, S.A., acement company in Chile,
for approximately U.S.$65 million. The proceeds of this sale were used to reduce debt.

Asa condition to closing the RMC acquistion, we agreed with the U.S. Federal Trade Commission, or
FTC, to divest several ready-mix and related assetsin the Tucson, Arizonaarea. Following FTC approval, we sold
RMC’s operations in the Tucson area to California Portland Cement Company for a purchase price of approximately
U.S.$16 million on August 29, 2005. The proceeds of this sale were used to reduce debt.

On July 1, 2005, we and Ready Mix USA, Inc., a privately-owned ready-mix concrete producer with
operations in the southeastern United States, established two jointly-owned limited liability companies, CEMEX
Southeast, LLC, a cement company, and Ready Mix USA, LLC, aready-mix concrete company, to serve the
construction materials market in the southeast region of the United States. Under the terms of the limited liability
company agreements and related asset contribution agreements, we contributed two cement plants (Demapoalis,
Alabama and Clinchfield, Georgia) and eleven cement terminalsto CEMEX Southeast, LLC, representing
approximately 98% of its contributed capital, while Ready Mix USA contributed cash to CEMEX Southeast, LLC
representing approximately 2% of its contributed capital. In addition, we contributed our ready-mix concrete,
aggregates and concrete block assets in the Florida panhandle and southern Georgiato Ready Mix USA, LLC,
representing approximately 9% of its contributed capital, while Ready Mix USA contributed all its ready-mix
concrete and aggregate operations in Alabama, Georgia, the Florida panhandle and Tennessee, aswell asits concrete
block operationsin Arkansas, Tennessee, Mississippi, Floridaand Alabamato Ready Mix USA, LLC, representing
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approximately 91% of its contributed capital. We own a50.01% interest, and Ready Mix USA owns a49.99%
interest, in the profits and losses and voting rights of CEMEX Southeast, LLC, while Ready Mix USA owns a
50.01% interest, and we own a49.99% interest, in the profits and | osses and voting rights of Ready Mix USA, LLC.
CEMEX Southeast, LLC ismanaged by us, and Ready Mix USA, LLC is managed by Ready Mix USA. Ina
Separate transaction, on September 1, 2005, we sold 27 ready-mix plants and four concrete block facilities|ocated in
the Atlanta, Georgia metropolitan areato Ready Mix USA, LLC for approximately U.S.$125 million. The proceeds
of this sale were used to reduce debit.

On December 22, 2005, we terminated our 50/50 joint ventures with Lafarge Adand in Spain and Portugal
which we acquired in the RMC acquisition. The Spanish joint venture operated 122 ready-mix concrete plants and
12 aggregates, and the Portuguese joint venture operated 31 ready-mix concrete plants and five aggregate quarries.
In connection with the termination, we received 29 ready-mix concrete plants and six aggregates quarriesin Spain,
aswell as approximately €50 million in cash, and Lafarge Asland acquired a 100% interest in both joint ventures.

On March 2, 2006, we sold 4K Beton A/S, our Danish subsidiary, which operated 18 ready-mix concrete
plantsin Denmark, to Unicon A/S, asubsidiary of Cementir Group, an Italian cement producer, for approximately
€22 million. Aspart of the transaction, we purchased from Unicon A/S two companies engaged in the ready-mix
concrete and aggregates business in Poland for approximately €12 million. These companies operate nine ready-mix
concrete plants and one aggregates quarry in Poland. We received net cash proceeds of approximately €6 million,
after cash and debt adjustments, from this transaction.
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Geogr aphic Breakdown of Our 2005 Net Sales

The following chart indicates the geographic breakdown of our net sales, before eliminations resulting from
consolidation, for the year ended December 31, 2005:
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For adescription of a breakdown of total revenues by geographic marketsfor each of the years ended
December 31, 2003, 2004 and 2005, please see Item 5 — “Operating and Financial Review and Prospects.”

Geogr aphic Breakdown of Pro Forma 2005 Net Sales

The pro forma net sales data for the year ended December 31, 2005 set forth below include RMC'’s net
sales data for the two- month period ended February 28, 2005, which are unaudited and have been obtained from
RMC’s accounting records.

The following chart indicates the geographic breakdown of our net sales on a pro forma basis giving effect
to the RMC acquisition as though it had been completed on January 1, 2005 and before eliminations resulting from
consolidation, for the year ended December 31, 2005:

Others

Asia 8%

Africa and the 206
Middle East

3%

Mexico
18%

South America,
Central America
and the Caribbean
8%

Rest of Europe
17%

United States
25%

United Kingdom ]
10% Spain
9%
18



Our Production Processes

Cement isa binding agent, which, when mixed with sand, stone or other aggregates and water, produces
either ready-mix concrete or mortar. Mortar isthe mixture of cement with finely ground limestone, and ready-mix
concrete isthe mixture of cement with sand, gravel or other aggregates and water.

Aggregates are naturally occurring sand and gravel or crushed stone such as granite, limestone and
sandstone. Aggregates are used to produce ready-mix concrete, roadstone, concrete products, lime, cement and
mortar for the construction industry, and are obtained from land based sources such as sand and gravel pits and rock
quarries or by dredging marine deposits.

Cement Production Process

We manufacture cement through a closdly controlled chemical process, which begins with the mining and
crushing of limestone and clay, and, in some instances, other raw materials. The clay and limestone are then pre-
homogenized, a process which consists of combining different types of clay and limestone. Themix istypically
dried, then fed into a grinder which grinds the various materialsin preparation for the kiln. The raw materials are
calcined, or processed, at avery high temperaturein akiln, to produce clinker. Clinker isthe intermediate product
used in the manufacture of cement.

There are two primary processes used to manufacture cement, the dry process and the wet process. Thedry
processis more fuel efficient. Asof December 31, 2005, 54 of our 65 operative production plants used the dry
process, nine used the wet process and two used both processes. Our production plants that use the wet process are
located in Venezuela, Colombia, Nicaragua, the Philippines, the United Kingdom, Germany and Latvia. In the wet
process, the raw materials are mixed with water to form durry which isfed into akiln. Fuel costs are greater in the
wet process than in the dry process because the water that is added to the raw materials to form slurry must be
evaporated during the clinker manufacturing process. In the dry process, the addition of water and the formation of
durry are eliminated, and clinker isformed by calcining the dry raw materials. In the most modern application of
this dry process technol ogy, the raw materials arefirst blended in ahomogenizing silo and processed through a pre-
heater tower that utilizes exhaust hest generated by the kiln to pre-calcine the raw materials before they are calcined
to produce clinker.

Clinker and gypsum are fed in pre-established proportions into a cement grinding mill wherethey are
ground into an extremely fine powder to produce finished cement.

Ready-Mix Concrete Production Process

Ready-mix concrete is a combination of cement, fine and coarse aggregates, and admixtures (which control
properties of the concreteincluding plasticity, pumpability, freeze-thaw resistance, strength and setting time). The
concrete hardens due to the chemical reaction of hydration when water is added to the mix, filling voidsin the
mixture and turning it into a solid mass.

User Base

Cement isthe primary building material in the industrial and residential construction sectors of most of the
marketsin which we operate. Thelack of available cement substitutes further enhances the marketability of our
product. The primary end-users of cement in each region in which we operate vary but usually include, anong
others, wholesalers, ready-mix concrete producers, industrial customers and contractorsin bulk. The end-users of
ready-mix concrete generally include homebuilders, commercial and industrial building contractors and road
builders. Major end-users of aggregates include ready-mix concrete producers, mortar producers, generd building
contractors and those engaged in roadbuilding activity, asphalt producers and concrete product producers.

19



Our Business Strategy

We seek to continue to strengthen our global [eadership by growing profitably through our integrated
positions along the cement value chain and maximizing our overall performance by employing the following
dtrategies:

Focus on and vertically integrate our core business of cement, ready-mix concrete and aggregates

We plan to continue focusing on our core businesses, the production and sale of cement, ready-mix
concrete and aggregates, and the vertical integration of these businesses. We believe that managing our cement,
ready-mix and aggregates operations as an integrated business can make them more efficient and more profitable
than if they were run separately. We believe that this strategic focus has enabled usto grow our existing businesses
and to expand our operations internationally.

Geographically diversify our operations and allocate capital effectively by expanding into selected new markets

Subject to economic conditions that may affect our ability to complete acquisitions, we intend to continue
adding assets to our existing portfolio.

We intend to continue to geographically diversify our cement, ready-mix and aggregates operations and to
vertically integratein new and existing markets by investing in, acquiring and devel oping complementary operations
along the cement value chain.

We believe that it isimportant to diversify selectively into markets that have long-term growth potential,
particularly in emerging market countries, where the shortage of roads and other infrastructure and a low per capita
use of cement and other building materialsis most likely to result in significant increases in demand for our
products.

By selectively participating in these markets, and by purchasing operations that benefit from our
management and turnaround expertise and assets that further integrate into our existing portfolio, in most cases, we
have been able to increase our cash flow and return on capital employed.

We evaluate potential acquisitionsin light of our three primary investment principles:

e The potential for increasing the acquired entity’s value should be principally driven by factors that we
can influence, particul arly the application of our management and turnaround expertise;

e Theacquisition should not compromise our financial strength; and

e Theacquisition should offer ahigher long-term return on our investment than our cost of capita and
should offer aminimum return on capital employed of at |east ten percent.

In order to minimize our capital commitments and maximize our return on capital, we will continue to
analyze potential capital raising sources available in connection with acquisitions, including sources of local
financing and possible joint ventures. We normally consider opportunities for, and routinely engage in preliminary
discussions concerning acquisitions.

I mplement platforms to achieve optimal operating standards and quickly integrate acquisitions

By continuing to produce cement at alow cost, we believe that we will continue to generate cash flows
sufficient to support our present and future growth. We strive to reduce our overall cement production related costs
and corporate overhead through strict cost management policies and through improving efficiencies. We have
implemented several worldwide standard platforms as part of this process. These platforms were designed to
devel op efficiencies and better practices, and we believe they will further reduce our costs, streamline our processes
and extract synergies from our global operations. In addition, we have implemented centralized management
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information systems throughout our operations, including administrative, accounting, purchasing, customer
management, budget preparation and control systems, which are expected to assist usin lowering costs.

With each international acquidtion, we have refined the implementation of both the technological and
managerial processes required to rapidly integrate acquisitions into our exigting corporate structure. The
implementation of the platforms described above has allowed usto integrate our acquisitions more rapidly and
efficiently.

In the case of the RMC acquisition, we expect to achieve significant cost savingsin the acquired operations
by optimizing the production and distribution of ready-mix concrete and aggregates, reducing costs in the cement
manufacturing facilities, partly by implementing CEMEX operating standards at such facilities, reducing raw
materials and energy costs by centralizing procurement processes and reducing other operational costs by
centralizing technological and managerial processes. We have achieved a portion of these cost savings in 2005, and
we expect to gradually achieve the remainder of these cost savings between 2006 and 2007.

We plan to continue to eliminate redundancies at all levels, streamline corporate structures and centralize
adminigrative functionsto increase our efficiency and lower costs. In addition, in the last few years, we have
implemented various procedures to improve the environmental impact of our activities aswell as our overall product
quality.

Through a worldwide import and export strategy, we will continue to optimize capacity utilization and
maximize profitability by directing our products from countries experiencing downturnsin their respective
economies to target export markets where demand may be greater. Our global trading system enables us to
coordinate our export activities globally and to take advantage of demand opportunities and price movements
worldwide.

Provide the best value proposition to our customers

We believe that by pursuing our objective of integrating our business along the cement value chain we can
improve and broaden the value proposition that we provide to our customers. We believe that by offering integrated
solutions we can provide our customers more reliable sourcing aswell as higher quality services and products.

We continue to focus on devel oping new competitive advantages that will differentiate us from our
competitors. In addition, we are strengthening our commercial and corporate brandsin an effort to further enhance
the value of our products and our services for our customers. Our lower cost combined with our higher quality
service has allowed us to make sgnificant inroadsin these areas.

We bdlieve our Construrama branding and our other marketing strategies in Mexico have strengthened our
distribution network, fostered greater loyalty among distributors and further fortified our commercia network. With
Construrama, we have enhanced the operating and service standards of our distributors, providing them with
training, a standard image and national publicity. We have recently begun utilizing our Congtrurama strategy in our
Venezuelan operations and may introduce this branding strategy in other markets, depending on the market
conditions and brand competition. Ancther strategy we have implemented in Mexico, which we call
“Multiproductos,” helps our distributors offer awider array of construction materials and reinforces the subjective
value of our productsin their customers.

In Spain, we have implemented several initiatives to increase the value of our servicesto our clients such as
mobile access to account information, 24-hour bulk cement dispatch capability, night delivery of ready-mix cement,
and a customer loyalty incentive program.

Strengthen our financial structure

We believe our strategy of cost-cutting initiatives, increased val ue proposition and geographic expanson
will trandlate into growing operating cash flows. Our objective is to strengthen our financia structure by:

e  Optimizing our borrowing costs and debt maturities;
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e Increasing our access to various capital sources; and
e Maintaining the financia flexibility needed to pursue future growth opportunities.

We intend to continue monitoring our credit risk while maintaining the flexibility to support our business
strategy.

Focus on attracting, retaining and devel oping a diverse, experienced and motivated management team

We will continue to focus on recruiting and retaining motivated and knowledgeabl e professional managers.
Our senior management encourages managers to continually review our processes and practices, and to identify
innovative management and business approaches to improve our operations. By rotating our managers from one
country to another and from one area of our operations to another, we increase their diversity of experience.

We provide our management with ongoing training throughout their careers. In addition, through our
stock-based compensation program, our senior management has a stake in our financial success.

The implementation of our business strategy demands effective dynamics within our organization. Our

corporate infrastructureis based on internal collaboration and global management platforms. We will continue to
strengthen and devel op thisinfrastructure to effectively support our srategy.
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Our Corporate Structure

We are aholding company, and operate our business through subsidiaries that, in turn, hold interests in our
cement and ready-mix concrete operating companies, aswell as other businesses. The following chart summarizes
our corporate structure as of December 31, 2005. The chart also shows, for each company, our approximate direct
or indirect percentage equity or economic ownership interest. The chart has been smplified to show only our major
holding companies in the principal countries in which we operate and does not include our intermediary holding

companies and our operating company subsidiaries.
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Formerly RMC Group Limited.
EMBRA is the holding company for operationsin Finland,
Norway and Sweden.
On March 2, 2006, we completed the sale of this subsidiary.
Formerly Rizal Cement Co., Inc. Includes CEMEX Asia Holdings’
70% economic interest and 30% interest by CEMEX Espafia
Represents CEM EX Asia Holdings' indirect economic interest.
Represents our economic interest in four UAE companies, RMC
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100%(6) (Indonesia) 25.5%
(1) Includes CEMEX Espafia’s 90% interest and Gestion Francazal

Topmix LLC, RMC Supermix LLC, Gulf Quarries Company and
Facon Cement LLC. We own a49% equity interest in each of these
companies, and we have purchased the remaining 51% of the
economic benefits through agreements with other shareholders.
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North America

For the year ended December 31, 2005, our businessin North America, which includes our operationsin
Mexico and the United States, represented approximately 44% of our net sales. As of December 31, 2005, our
businessin North America represented approximately 41% of our tota installed capacity and approximately 36% of
our total assets.

Our Mexican Operations
Overview

Our Mexican operations represented approximately 19% of our net sales for the year ended December 31,
2005.

As of December 31, 2005, we owned 100% of the outstanding capital stock of CEMEX México. CEMEX
Méxicoisadirect subsidiary of CEMEX and is both aholding company for some of our operating companiesin
Mexico and an operating company involved in the manufacturing and marketing of cement, plaster, gypsum,
groundstone and other construction materials and cement by-productsin Mexico. CEMEX México, indirectly, is
also the holding company for our internationa operations.

As of December 31, 2005, CEMEX México owned 100% of the outstanding capita stock of Empresas Tolteca
de México. Empresas Tolteca de México is aholding company for some of our operating companiesin Mexico.
CEMEX México and Empresas Tolteca de México, together with their subsidiaries, account for substantially all the
revenues and operating income of our Mexican operations.

In March 2006, we announced a plan to construct anew kiln at our Yaqui cement plant in Sonora, Mexico in
order to increase our cement production capacity to support strong regional demand due to the continued growth of
the housing market in the Northwest region. The current production capacity of the Yagui cement plant is
approximately 1.4 million tons per year. The construction of the new kiln, which is designed to increase our total
production capacity in the Yaqui cement plant to approximately 3.2 million tons per year, is expected to be
completed in 2007. We expect our total capital investment in the construction of this new kiln over the course of
two years will be approximately U.S.$210 million, including U.S.$30 million during 2006. We expect that this
investment will be fully funded with free cash flow generated during the two-year construction period.

During the second quarter of 2002, the production operations at our oldest cement plant (Hidalgo) were
suspended. However, asaresult of an expected increasein regional demand, we resumed production operations at
this plant during May 2006.

In 2001, we launched the Construrama program, a registered brand name for construction material stores.
Through the Construrama program, we offer to an exclusive group of our Mexican distributors the opportunity to
sell avariety of products under the Construrama brand name, a concept that includes the standardization of stores,
image, marketing, products and services. Asof December 31, 2005, more than 700 independent concessionaries
with close to 2,100 stores were integrated into the Construrama program in more than 750 towns and cities
throughout Mexico.

The Mexican Cement Industry
According to Instituto Nacional de Estadistica, Geografia e Informética, total construction output in Mexico
grew 3.3% in 2005 compared to 2004. Theincreasein total construction output in 2005 was primarily driven by the

commercia and industrial housing and infrastructure segments, while the retail (self-construction) market grew
marginally.

24



Cement in Mexico is sold principally through distributors, with the remaining balance sold through ready-mix
concrete producers, manufacturers of pre-cast concrete products and construction contractors. Cement sold through
distributorsis mixed with aggregates and water by the end user at the construction site to form concrete. Ready-mix
concrete producers mix theingredientsin plants and deliver it tolocal construction stes in mixer trucks, which pour
the concrete. Unlike more developed economies, where purchases of cement are concentrated in the commercial
and indudtrial sectors, retail sales of cement through distributors in 2005 accounted for approximately 70% of
Mexico’s demand. Individuals who purchase bags of cement for self-construction and other basic construction
needs are a significant component of theretail sector. We estimate that as much as 45% of total demand in Mexico
comes from individual s who address their own construction needs. We believe that thislargeretail sdesbaseisa
factor that significantly contributes to the overall performance of the Mexican cement market.

Theretail nature of the Mexican cement market also enables usto foster brand loyalty, which distinguishes us
from other worldwide producers selling primarily in bulk. We own the registered trademarks for our major brands
in Mexico, such as “Monterrey,” “Tolteca” and “Anahuac.” We believe that these brand names are important in
Mexico since cement is principally sold in bags to retail customers who may devel op brand loyalty based on
differencesin quality and service. In addition, we own the registered trademark for the “Construrama” brand name
for construction material stores.

Competition
In the early 1970s, the Mexican cement industry was regionally fragmented. However, over thelast 30 years,
cement producersin Mexico have increased their production capacity and the Mexican cement industry has
consolidated into anational market, thus becoming increasingly competitive. The major cement producersin
Mexico are CEMEX; Holcim Apasco, an affiliate of Holcim; Sociedad Cooperativa Cruz Azul, a Mexican operator;
Cementos Moctezuma, an associate of Ciments Malins; Grupo Cementos Chihuahua, a Mexican operator in which
we own a49% interest; and Lafarge.
Potential entrants into the Mexican cement market face vari ous impediments to entry, including:
» thetime-consuming and expensive process of establishing aretail distribution network and devel oping the
brand identification necessary to succeed in theretail market, which represents the bulk of the domestic
market;

» thelack of port infrastructure and the high inland transportation costs resulting from the low value-to-
weight ratio of cement;

» thedistance from portsto major consumption centers and the presence of significant natural barriers, such
as mountain ranges, which border Mexico’s east and west coasts;

» theextensve capita investment requirements; and

» thelength of timerequired for construction of new plants, which is approximately two years.
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Our Mexican Operating Network
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(1) In2002, production operations at the Hidalgo cement plant were suspended, but were resumed during May 2006.

Currently, we operate 15 plants (including Hidal go, which resumed operations during May 2006) and 79
distribution centers (including eight marine terminals) located throughout Mexico. We operate modern plants on
Mexico’s Atlantic and Pacific coasts, allowing us to take advantage of low-cost maritime transportation to the
Asian, Caribbean, Central and South American and U.S. markets.

Products and Distribution Channels

Cement. Our cement operations represented approximately 73% of our Mexican operations’ net sales in 2005.
Our domestic cement sal es represented approximately 94% of our total Mexican cement salesin 2005. Asaresult
of theretail nature of the Mexican market, our Mexican operations are not dependent on alimited number of large
customers. In 2005, our Mexican operations sold approximately 60% of their cement sales volume through more
than 6,000 distributors throughout the country, maost of whom work on aregional basis. The five most important
distributors in the aggregate accounted for approximately 4% of our Mexican operations’ total sales by volume for
2005.

Ready-Mix Concrete. Our ready-mix concrete operations represented approximately 27% of our Mexican
operations’ net sales in 2005. Our ready-mix concrete operationsin Mexico purchase all of their cement
requirements from our Mexican cement operations. Ready-mix concreteis sold through our own internal sales
force, which is divided into national accountsthat cater to large construction companies and local representatives
that support medium- and small-sized construction companies.

Exports. Our Mexican operations export a portion of their cement production. Exports of cement and clinker
by our Mexican operations represented approximately 4% of our Mexican operations’ net sales in 2005. In 2005,
approximately 73% of our cement and clinker exports from Mexico were to the United States, 26% to Central
America and the Caribbean and 1% to South America

Our Mexican operations’ cement and clinker exports to the U.S. are marketed through wholly-owned
subsidiaries of CEMEX Corp., the holding company of CEMEX, Inc. All transactions between CEMEX and the
subsidiaries of CEMEX Corp., which act as our U.S. importers, are conducted on an arm’s-length basis.

Since 1990, exports of cement and clinker to the U.S. from Mexico have been subject to U.S. anti-dumping
duties. In March 2006, the Mexican and U.S. governments entered into an agreement to eliminate U.S. anti-
dumping duties on Mexican cement imports following athree-year transition period beginning in 2006. During the
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transition period, Mexican cement imports into the U.S. will be subject to volume limitations of three million tons
per year, which amount may be increased in response to market conditions during the second and third year of the
transition period, subject to a maximum increase per year of 4.5%. Quota allocationsto Mexican companies that
import cement into the U.S. will be made on aregiond basis. Thetransitional anti-dumping duty during the three-
year transition period was lowered to U.S.$3.00 per ton, effective as of April 3, 2006, from the previous amount of
approximately U.S.$26.00 per ton. For amore detailed description of the terms of the agreement between the
Mexican and U.S. governments, please see “Regulatory Matters and Legal Proceedings — Anti-Dumping.”

Production Costs

Our Mexican operations’ cement plants primarily utilize petcoke, but several are designed to switch to fue oil
and natural gas with minimum downtime. We have entered into two 20-year contracts, one in 2002 and the other in
2003, with Petrdleos Mexicanos, or PEMEX, pursuant to which PEMEX agreed to supply us with atotal of
1,750,000 tons of petcoke per year. Petcokeis petroleum coke, a solid or fixed carbon substance that remains after
the distillation of hydrocarbons in petroleum and that may be used asfuel in the production of cement. The PEMEX
petcoke contracts have reduced the volatility of our fuel costs. In addition, since 1992, our Mexican operations have
begun to use alternate fuels, to further reduce the consumption of residual fuel oil and natural gas. These alternate
fuels represented approximately 2.5% of the total fuel consumption for our Mexican operationsin 2005, and we
expect to increase this percentage to approximately 3.5% to 4% during 2006.

In 1999, we reached an agreement with ABB Alstom Power and Sithe Energies, Inc. for the financing,
construction and operation of “Termoeléctrica del Golfo,” a 230 megawatt energy plant in Tamuin, San Luis Potosi,
Mexico and to supply electricity to us for a period of 20 years. We entered into this agreement in order to reduce the
volatility of our energy costs. Thetota cost of the project was approximately U.S.$360 million. The power plant
commenced commercia operations on May 1, 2004. Asof December 31, 2005, after 20 months of operation, the
power plant has supplied electricity to 10 of our cement plants in Mexico covering approximately 73% of their
needs for el ectricity and has represented a decrease of approximately 28% in our cost of eectricity at these plants.

We have, from timeto time, purchased hedges from third parties to reduce the effect of volatility in energy
pricesin Mexico. See Item 5— “Operating and Financial Review and Prospects — Liquidity and Capital Resources.”

Description of Properties, Plants and Equipment

As of December 31, 2005, we had 15 wholly-owned cement plants | ocated throughout Mexico, with atota
installed capacity of 27.2 million tons per year. As described above, production operations at our Hidalgo cement
plant have been suspended since 2002, but were resumed during May 2006. Our Mexican operations’ most
significant gray cement plants are the Huichapan, Tepeaca and Barrientos plants, which serve the central region of
Mexico, the Monterrey, Vallesand Torreon plants, which serve the northern region of Mexico, and the Guadalajara
and Yaqui plants, which serve the Pacific region of Mexico. We have exclusive access to limestone quarries and
clay reserves near each of our plant sitesin Mexico. We estimate that these limestone and clay reserves have an
average remaining life of more than 60 years, assuming 2005 production levels. As of December 31, 2005, al our
production plantsin Mexico utilized the dry process.

As of December 31, 2005, we had a network of 71 land distribution centersin Mexico, which are supplied
through afleet of our own trucksand rail cars, aswell asleased trucks and rail facilities and eight marine terminals.
In addition, we had more than 250 ready-mix concrete plants throughout 79 cities in Mexico and more than 1,950
ready-mix concrete delivery trucks.

Capital Investments
We made capital expenditures of approximately U.S.$109 million in 2003, U.S.$90 million in 2004, and
U.S.$102 million in 2005 in our Mexican operations. We currently expect to make capital expenditures of

approximately U.S.$222 million in our Mexican operations during 2006, including those related to the expansion of
the Yaqui cement plant described above.
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Our U.S. Operations

Overview
Our U.S. operations represented approximately 25% of our net sales for the year ended December 31, 2005.
As of December 31, 2005, we held 100% of CEMEX, Inc., our operating subsidiary in the United States.

As of December 31, 2005, our U.S. operations included the operations we acquired from RMC in March 2005.
As of December 31, 2005, we had a cement manufacturing capacity of approximately 13.3 million tons per year in
our U.S. operations, including nearly 0.7 million tonsin proportional interests through minority holdings. As of
December 31, 2005, we operated a geographically diverse base of 12 cement plants located in Alabama, California,
Colorado, Florida, Georgia, Kentucky, Ohio, Pennsylvania, Tennessee and Texas. As of that date, we also had 49
rail or water served active cement distribution terminalsin the United States. As of December 31, 2005, we had 235
ready-mix plantslocated in the Carolinas, Florida, Georgia, Texas, New Mexico, Nevada, Arizona and California
and aggregates facilities in the Carolinas, Arizona, California, Florida, Georgia, New Mexico, Nevada and Texas,
not including the assets we contributed to Ready Mix USA, LLC, asdescribed below. We believe that by
combining the acquired assets of RMC with our installed cement capacity in the United States, we are currently the
largest cement and ready-mix supplier in the United States, based on volumes sold in 2005, and an important
supplier of aggregates.

In addition, with the acquisition of Minera Resource Technologies, Inc. in August 2003, we believe that we
achieved a competitive position in the growing fly ash market. Fly ash isaminera residue resulting from the
combustion of powdered coal in e ectric generating plants. Fly ash hasthe properties of cement and may be used in
the production of more durable concrete. Mineral Resource Technologies, Inc. isone of thefour largest fly ash
companies in the United States, providing fly ash to customersin 25 states. We also own regional pipe and precast
businesses, along with concrete block and paver plants in the Carolinas and Florida, which we acquired from RMC.

On March 31, 2005, we sold our Charlevoix, Michigan and Dixon, Illinois cement plants and several
distribution terminals located in the Great Lakes region to Votorantim Participagfes S.A., or Votorantim, a cement
company in Brazil, for an aggregate purchase price of approximately U.S.$389 million. The distribution terminals
sold to Votorantim arelocated in Green Bay, Manitowoc and Milwaukee, Wisconsin; Chicago, Illinois; Ferrysburg,
Michigan; Cleveland and Toledo, Ohio; and Owen Sound, Ontario, Canada. The combined capacity of the two
cement plants sold to Votorantim was approximately two million tons per year.

On June 1, 2005, we sold a cement terminal adjacent to the Detroit river to the City of Detroit for a purchase
price of approximately U.S.$24 million.

On July 1, 2005, we and Ready Mix USA, Inc., or Ready Mix USA, a privately-owned ready-mix concrete
producer with operationsin the southeastern United States, established two jointly-owned limited liability
companies, CEMEX Southeast, LLC, a cement company, and Ready Mix USA, LLC, aready-mix concrete
company, to serve the construction materials market in the southeast region of the United States. Under the terms of
the limited liability company agreements and related asset contribution agreements, we contributed two cement
plants (Demopalis, Alabamaand Clinchfield, Georgia) and el even cement terminalsto CEMEX Southeast, LLC,
representing approximately 98% of its contributed capital, while Ready Mix USA contributed cash to CEMEX
Southeast, LLC representing approximately 2% of its contributed capital. In addition, we contributed our ready-mix
concrete, aggregates and concrete block assets in the Florida panhandle and southern Georgiato Ready Mix USA,
LLC, representing approximately 9% of its contributed capital, while Ready Mix USA contributed all its ready-mix
concrete and aggregate operations in Alabama, Georgia, the Florida panhandle and Tennessee, aswell asits concrete
block operationsin Arkansas, Tennessee, Mississippi, Florida and Alabamato Ready Mix USA, LLC, representing
approximately 91% of its contributed capital. We own a50.01% interest, and Ready Mix USA owns a49.99%
interest, in the profits and losses and voting rights of CEMEX Southeast, LLC, while Ready Mix USA owns a
50.01% interest, and we own a49.99% interest, in the profits and losses and voting rights of Ready Mix USA, LLC.
CEMEX Southeast, LLC is managed by us, and Ready Mix USA, LLC is managed by Ready Mix USA.
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After thethird anniversary of the formation of these companies, Ready Mix USA will have the option, but not
the obligation, to require us to purchase Ready Mix USA’s interest in the two companies at a purchase price equal to
the greater of the book value of the companies’ assets or a formula based on the companies’ earnings. This option
will expire on the twenty fifth anniversary of the formation of these companies.

In a separate transaction, on September 1, 2005, we sold 27 ready-mix plants and four concrete block facilities
located in the Atlanta, Georgia metropolitan areato Ready Mix USA, LLC for approximately U.S.$125 million.

Asa condition to closing the RMC acquistion, we agreed with the U.S. Federal Trade Commission, or FTC,
to divest several ready-mix and related assetsin the Tucson, Arizonaarea. Following FTC approval, we sold
RMC’s operations in the Tucson area to California Portland Cement Company for a purchase price of approximately
U.S.$16 million on August 29, 2005. We do not believe the divestiture of these assets will have a material effect on
our U.S. operations.

In February 2006, we announced a plan to construct a second kiln at our Balcones cement plant in New
Braunfels, Texasin order to increase our cement production capacity to support strong demand amidst a shortfall in
regional supplies of cement. The current production capacity of the Balcones cement plant is approximately 1.1
million tons per year. The construction of the new kiln, which is designed to increase our total production capacity
in the Balcones cement plant to approximately 2.2 million tons per year, is expected to be completed in 2008. We
expect our total capital investment in the construction of thisnew kiln over the course of three years will be
approximately U.S.$220 million, including U.S.$57 million during 2006. We expect that this investment will be
fully funded with free cash flow generated during the three-year construction period.

The Cement Industry in the United Sates

According to the U.S. Census Bureau, total construction spending in the U.S. grew 8.9% in 2005 compared to
2004. Theincreasein tota construction spending in 2005 was primarily driven by strong demand from the
residential sector, increased demand from the public sector and arecovery in industrial and commercial
construction.

Demand for cement is derived from the demand for ready-mix concrete and concrete products which, in turn,
is dependent on the demand for construction. The construction industry is composed of three major sectors, namely,
theresidential sector, theindustrial and commercial sector and the public sector. The public sector isthe most
cement intensive sector, particularly for infrastructure projects such as streets, highways and bridges.

Since the early 1990s, cement demand has become less vulnerable to recessionary pressures than in previous
cycles, due to the growing importance of the generally counter-cyclical public sector. In 2005, according to our
estimates, public sector spending accounted for approximately 50% of the total cement consumption in the U.S.
Strong cement demand over the past decade has driven industry capacity utilization up to maximum levels.
According to the Portland Cement Association, domestic capacity utilization has been close to 90% in the last three
years.

Competition

Asaresult of the lack of product differentiation and the commaodity nature of cement, the cement industry in
the U.S. is highly competitive. We compete with national and regional cement producersin the U.S. Our principal
competitorsin the United States are Holcim, Lafarge, Buzzi-Unicem, Heidelberg Cement and Ash Grove Cement.

The independent U.S. ready-mix concrete industry is highly fragmented, and few producers other than
vertically integrated producers have annual sales in excess of U.S.$6 million or have afleet of more than 20 mixers.
Given that the concreteindustry has historically consumed approximately 75% of all cement produced annually in
the U.S., many cement companies choose to be vertically integrated.

Aggregates are widdy used throughout the U.S. for all types of construction because they are the most basic
materials for building activity. The U.S. aggregatesindustry is highly fragmented and geographically dispersed.
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According to the 2005 U.S. Geological Survey, approximately 4,000 companies operated approximately 6,500
quarries and pits.

Our United States Cement Operating Network

Davenpo “ Sacramento

Sacratnento

Castle-Hayne

Long Beach A Phoehix L Wilmington

" Phoghix B
OFEEAY chahdler

San Diego Rockmatt,

Armarill
Al Forest Park

A
Fort Worth A
Tyler

Odessa Katy

Brooksville

YWest Palm Beach

g Hallandale
¥ (Miarmni)

l Freeport
Pensacola

¥ Cement Plant
A CementTerminal

[ State served

The map above reflects our cement plants and cement terminals as of December 31, 2005.
Products and Distribution Channels

Cement. Our cement operations represented approximately 43% of our U.S. operations’ net sales in 2005. We
deliver asubstantial portion of cement by rail. Occasionally, theserail shipments go directly to customers.
Otherwise, shipments go to distribution terminals where customers pick up the product by truck or we deliver the
product by truck. The majority of our cement sales are made directly to users of gray Portland and masonry
cements, generally within aradius of approximately 200 miles of each plant.

Ready-Mix Concrete. Our ready-mix concrete operations represented approximately 46% of our U.S.
operations’ net sales in 2005. Our ready-mix concrete operationsin the U.S. purchase most of their cement
requirements from our U.S. cement operations and approximately 40% of their aggregates requirements from our
U.S. aggregates operations. In addition, Ready Mix USA, LLC, an entity in which Ready Mix USA owns a 50.01%
interest and we own a49.99% interest, purchases most of its cement requirements from our U.S. cement operations.
Our ready-mix products are mainly sold to residential, commercia and public contractors and to building
companies.

Aggregates. Our aggregates operations represented approximately 11% of our U.S. operations’ net sales in
2005. At 2005 production levels, it is anticipated that over 71% of our construction aggregates reservesin the U.S.
will last for 10 years or more. Our aggregates are consumed mainly by our internal operations and by our trade
customers in the ready-mix, concrete products and asphalt industries. Ready Mix USA, LLC purchases most of its
aggregates requirements from third parties.
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Production Costs

The largest cost components of our plants are dectricity and fuel, which accounted for approximately 39% of
our U.S. operations’ total production costs in 2005. We are currently implementing an alternative fuels program to
gradually replace coal with more economic fuels such as petcoke and tires, which hasresulted in reduced energy
costs. By retrofitting our cement plants to handle aternative energy fuels, we have gained more flexibility in
supplying our energy needs and have become less vulnerable to potential price spikes. In 2005, the use of
alternative fuels offset the effect on our fuel costs of a significant increasein coal prices. Power costsin 2005
represented approximately 18% of our U.S. operations’ cash manufacturing cost, which represents production cost
before depreciation. We have improved the efficiency of our U.S. operations’ electricity usage, concentrating our
manufacturing activities in off-peak hours and negotiating lower rates with electricity suppliers.

Description of Properties, Plants and Equipment

As of December 31, 2005, we operated 12 cement manufacturing plantsin the U.S., with atotal installed
capacity of 13.3 million tons per year, including nearly 0.7 million tonsin proportional interests through minority
holdings. Asof that date, we operated a distribution network of 49 cement terminals, eight of which are deep-water
terminals. All our cement production facilities in 2005 were wholly-owned except for the Balcones, Texas plant,
which was |eased as of December 31, 2005, the Louisville, Kentucky plant, which is owned by Kosmos Cement
Company, ajoint venturein which we own a 75% interest and a subsidiary of Dyckerhoff AG owns a 25% interest,
and the Demopolis, Alabama and Clinchfield, Georgia plants, which are owned by CEMEX Southeast, LLC, an
entity in which we own a50.01% interest and Ready Mix USA owns a49.99% interest. On March 20, 2006, we
agreed to terminate the | ease on the Bal cones cement plant prior to expiration and purchased the Bal cones cement
plant for approximately U.S.$61 million.

As of December 31, 2005, we had 235 ready-mix concrete plants and 47 aggregates quarriesin the U.S,, all of
which arewholly-owned. As of December 31, 2005, we also have interests in 173 ready-mix concrete plants and 10
aggregates quarries in the Florida panhandle and southern Georgia, which are owned by Ready Mix USA, LLC, an
entity in which Ready Mix USA owns a50.01% interest and we own a49.99% interest.

As of December 31, 2005, we distributed fly ash through 20 terminals and 16 third-party-owned utility plants,
which operate both as sources of fly ash and distribution terminals. As of that date, we also owned 63 concrete
block, paver, pipe and precast facilities, and had interestsin 7 concrete block, paver, pipe and precast facilities,
which are owned by Ready Mix USA, LLC.

Capital Investments

We made capital expenditures of approximately U.S.$97 million in 2003, U.S.$111 million in 2004, and
U.S.$160 million in 2005 in our U.S. operations. We currently expect to make capita expenditures of
approximately U.S.$306 million in our U.S. operations during 2006, including those related to the expansion of the
Bal cones cement plant described above. We do not expect to be required to contribute any funds in respect of the
assets of the companies jointly-owned with Ready Mix USA as capital expenditures during 2006.
Europe

For the year ended December 31, 2005, our businessin Europe, which includes our operationsin Spain, the
United Kingdom and our Rest of Europe segment, as described below, represented approximately 34% of our net
sales. Asof December 31, 2005, our business in Europe represented approximately 27% of our total installed
capacity and approximately 31% of our total assets.
Our Spanish Operations
Overview

Our Spanish operations represented approximately 9% of our net sales for the year ended December 31, 2005.
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As of December 31, 2005, we held 99.7% of CEMEX Espafia, S.A., or CEMEX Espafia, our operating
subsidiary in Spain. Our cement activitiesin Spain are conducted by CEMEX Espafiaitself and Cementos
Especialesdelasdas, SA., or CEISA, ajoint venture 50% owned by CEMEX Espafia and 50% owned by alocal
cement producer in the Canary Islands. Our ready-mix concrete activitiesin Spain are conducted by Hormicemex,
S.A., asubsidiary of CEMEX Espafia, and our aggregates activitiesin Spain are conducted by Aricemex S.A., a
subsidiary of CEMEX Espaiia. CEMEX Espanaisalso aholding company for most of our international operations.

In connection with the RMC acquisition, we acquired RMC’s Spanish operations, which consisted of ready-
mix concrete and aggregates operations in Spain through Readymix Asland S.A., ajoint-venturein which RMC
owned 50% and Lafarge-Asland, a Spanish cement producer, owned 50%. Thisjoint venture operated a network of
122 ready-mix concrete plants and 12 operating aggregates quarries, which are predominantly located around
Madrid, Barcelona, Vaenciaand Alicante. On December 22, 2005, we and Lafarge Adand terminated this joint
venture and another 50/50 joint venture with Lafarge-Asland in Portugal, which we acquired in the RMC acquisition
and which operated 31 ready-mix concrete plants and five aggregate quarries. Under the terms of the termination
agreement, Lafarge Asland received a 100% interest in both joint ventures and we received approximately €50
million in cash, aswell as 29 ready-mix concrete plants and six aggregates quarries in Spain (some of these assets
were acquired through the acquisition of 100% of Hormigones Ciudad Real, S.A.).

In March 2006, we announced a plan to invest approximately €47 million in the construction of a new cement
mill and dry mortar production plant in the Port of Cartagena, Spain. The new facilities, which are designed to have
a production capacity of nearly one million tons of cement and 200,000 tons of dry mortar per year, are expected to
be completed in 2008. We expect that thisinvestment will be fully funded with free cash flow generated during the
construction period.

The Spanish Cement Industry

According to the Asociacién de Fabricantes de Cemento de Esparia, or OFICEMEN, the Spanish cement
trade organization, in 2005, the construction sector of the Spanish economy grew 6.0%, primarily as aresult of the
growth of construction in the residential sector of the Spanish economy. According to OFICEMEN, cement
consumption in Spain increased 4.8% in 2003, 3.8% in 2004, and 5.1% in 2005.

During the past several years, thelevel of cement importsinto Spain has been influenced by the strength of
domestic demand and fluctuationsin the value of the Euro against other currencies. Cement imports decreased
19.7% in 2003, 14.6% in 2004, and 1.4% in 2005. Clinker imports have been significant, with increases of 26.4% in
2003, 6.3% in 2004 and 18.3% in 2005. In any case, imports primarily had an impact on coastal zones, since
transportation costs make it less profitable to sell imported cement in inland markets.

In the past, Spain has traditionally been one of theleading exporters of cement in the world exporting up to
6 million tons per year. Nevertheless, exports of producersin Spain have been reduced in recent yearsto 1.4 million
tonsin 2005 to meet strong domestic demand. Our Spanish operations’ cement and clinker export volumes
decreased 21% in 2003, 23% in 2004, and 40% in 2005.

Competition

According to OFICEMEN, as of December 31, 2005, approximately 60% of ingtalled capacity for production
of cement in Spain was owned by five multinational groups, including CEMEX.

Competition in the ready-mix concrete industry is particularly intensein large urban areas. Our subsidiary
Hormicemex has achieved a sizable market presence in areas such as Baleares, Canarias, Levante and Aragon. In
other areas, such asthe central and Catalufiaregions, our market shareis smaller dueto greater competition in the
relatively larger urban areas. The overall high degree of competition in the Spanish ready-mix concrete industry has
in the past led to weak pricing. The distribution of ready-mix concrete remains a key component of CEMEX
Espaiia’s business strategy.
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Our Spanish Operating Network
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Products and Distribution Channels

Cement. Our cement operations represented approximately 62% of our Spanish operations’ net sales in 2005.
CEMEX Espafia offers various types of cement, targeting specific products to specific markets and users. In 2005,
approximately 15% of CEMEX Espaifia’s domestic sales volumes consisted of bagged cement through distributors,
and the remainder of CEMEX Espafia’s domestic sales volumes consisted of bulk cement, primarily to ready-mix
concrete operators, which include CEMEX Espafia’s own subsidiaries, as well as industrial customersthat use
cement in their production processes and construction companies.

Ready-Mix Concrete. Our ready-mix concrete operations represented approximately 32% of our Spanish
operations’ net sales in 2005. Our ready-mix concrete operationsin Spain in 2005 purchased almost al of their
cement requirements from our Spanish cement operations and approximately 49% of their aggregates requirements
from our Spanish aggregates operations. In addition, in 2005, we were a significant supplier of cement to the joint
venture with Lafarge Asland that we terminated in December 2005. Ready-mix concrete sales for public works
represented 87% of our total ready-mix concrete sales and sales for residential and non-residential buildings
represented 13% of our total ready-mix concrete salesin 2005.

Aggregates. Our aggregates operations represented approximately 6% of our Spanish operations’ net sales in
2005.

Exports. Our Spanish operations export a portion of their cement production. Exports of cement by our
Spanish operations represented approximately 1% of our Spanish operations’ net sales in 2005. In general, despite
increases in domestic demand in recent years, we have been able to export excess capacity through collaboration
between CEMEX Esparia and our trading network. Export prices, however, are usually lower than domestic market
prices, and costs are usually higher for export sales. Of our total exports from Spain in 2005, 86% consisted of
white cement and 14% consisted of gray cement. 1n 2005, 52% of our exports from Spain were to the United States,
29% to Africaand 19% to Europe.
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Production Costs

We have improved the profitability of our Spanish operations by introducing technological improvements that
have significantly reduced our energy costs, including the use of alternative fuels, in accordance with our cost
reduction efforts. Additionally, theincreased capacity in 2002 of the San Vicente plant (approximately 400,000
tons) has allowed us to reduce the clinker transportation costs between plants and the need for imported clinker. In
2005, we burned meal flour, organic waste and tires as fuel, achieving in 2005 a 4.1% substitution rate for petcoke.
During 2006, we expect to increase the quantity of those alternative fuels and initiate the burning of plastics.

Description of Properties, Plants and Equipment

As of December 31, 2005, our Spanish operations operated eight cement plantslocated in Spain, with an
installed cement capacity of 11.0 million tons, including 1.4 tons of white cement. As of that date, we also owned
three cement mills, one of which is held through CEISA, 28 distribution centers, including 10 land and 18 marine
terminals, and 12 mortar plants, one of which isheld through CEISA.

As of December 31, 2005, we owned 111 ready-mix concrete plants and 21 aggregate quarries, including the
29 ready-mix concrete plants and Six aggregates quarries we received in the termination of the joint venture we
acquired from RMC, as described above.

As of December 31, 2005, we owned nine limestone quarries|ocated in close proximity to our cement plants,
which have useful lives ranging from 10 to 30 years, assuming 2005 production levels. Additionally, we have rights
to expand those reserves to 50 years of limestone reserves, assuming 2005 production levels.

Capital Investments

We made capital expenditures of approximately U.S.$54 million in 2003, U.S.$55 million in 2004, and
U.S.$66 million in 2005 in our Spanish operations. We currently expect to make capital expenditures of
approximately U.S.$149 million in our Spanish operations during 2006, including those related to the congtruction
of the new cement mill and dry mortar production plant in the Port of Cartagena described above.

Our U.K. Operations
Overview
Our U.K. operations represented approximately 9% of our net sales for the year ended December 31, 2005.

As of December 31, 2005, we held 100% of CEMEX Investments Limited (formerly RMC Group Limited),
our operating subsidiary in the United Kingdom. We are aleading provider of building materiasin the United
Kingdom with vertically integrated cement, ready-mix concrete, aggregates and asphalt operations. We arealso an
important provider of concrete and pre-cast materials solutions such as concrete blocks, concrete block paving, roof
tiles, flooring systems and deepersfor rail infrastructure.

The U.K. Cement Industry

According to Euroconstruct, aleading network for construction, finance and business forecasting in Europe
with member institutes in 19 European countries, total construction output in the United Kingdom declined 1% in
2005. The decrease was primarily theresult of reductionsin public spending in the infrastructure and public
housing, sectors. Theincrease of construction output in theindustrial, commercia and private housing sectors were
not sufficient to offset the reduction in public spending. According to Cembureau, the representative organization of
the cement industry in Europe, cement consumption in the United Kingdom for 2005 remained flat at 12.2 million
tons.



Competition

Our primary competitorsin the United Kingdom are Lafarge, Heidelberg, Hanson, Tarmac and Aggregate
Industries (asubsidiary of Holcim), each with varying regional and product strengths. The high-volume
southeastern market is well-served by our raw-material sources and manufacturing plants.

Our U.K. Operating Network
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Products and Distribution Channels

Cement. Our cement operations represented approximately 11% of our U.K. operations’ net sales in 2005.
About 90% of our saleswere bulk cement while the additional 10% were in bags. We imported 0.3 million tons of
cement, areduction of 44% compared to 2004 imports. That was due to an increase in local production in our three
cement plants, which performed at historically high efficiency levels. Our bulk cement ismainly sold to our ready-
mix concrete customer's, our concrete block and pre-cast product customers and contractors. Our bagged cement is
primarily sold to national builders merchants and to “do-it-yourself” superstores.

Ready-Mix Concrete. Our ready-mix concrete operations represented approximately 39% of our U.K.
operations’ net sales in 2005. Our ready-mix concrete operationsin the U.K. in 2005 purchased approximately 50%
of their cement requirements from our U.K. cement operations and approximately 60% of their aggregates
requirements from our U.K. aggregates operations. Our ready-mix concrete products are mainly sold to residential,
commercia and public contractors.

Aggregates. Our aggregates operations represented approximately 12% of our U.K. operations’ net sales in
2005. In 2005, approximately 40% of our U.K. aggregates were consumed by our own ready-mix concrete
operations as well as our asphalt, concrete block and pre-cast operations. We also sell aggregates to main contractors
to build roads and other infrastructure projects.

Exports. During 2005, our U.K. operations exported approximately 2.6 million tons of aggregates from our
marine aggregates operations. These exportsrepresented approximately 1% of our U.K. operations’ net sales in
2005. The main markets for our aggregates exports are France, Belgium and the Netherlands. Our marine aggregates
operations operate seven dredger vessels which extract aggregates from our marine reserves along the U.K. coast.

Production Costs

Cement production costs in our U.K. operations during 2005 improved dramatically as aresult of key
initiatives implemented during the integration process of the operationsto CEMEX standards. Weincreased the
efficiency of the kilnsin our three cement plantsin the U.K., reaching 87% capacity utilization. Two of the three
cement plants operated beyond 90% capacity utilization. In addition, we reduced maintenance costs by 46% and
reduced fuel consumption by 9%. We also increased the usage of alternative fuels and introduced pet-coke in two of
the three cement plants.
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During 2005, we also increased the productivity of our U.K. ready-mix concrete and aggregates operations by
closing under-performing operations, and we increased the utilization of our ready-mix concrete trucks, reducing the
need to hire costly third party trucks. In addition, we reduced our maintenance costs in our ready-mix concrete and
aggregates operations by 14% as aresult of the implementation of preventive maintenance practices across our
operations.

Description of Properties, Plants and Equipment

As of December 31, 2005, we operated three cement plantsin the United Kingdom, with an installed cement
capacity of 2.7 million tons per year. As of that date, we also owned a grinding mill, oneland terminal and six
marine import terminals and operated 288 ready-mix concrete plants and 103 aggregate quarries in the United
Kingdom. In addition, we have operating units dedicated to the asphalt, concrete blocks, concrete block paving,
roof tiles, sleepers, flooring and other pre-cast businesses in the United Kingdom.

Capital Investments

We made capital expenditures of approximately U.S.$54 million in 2005 in our U.K. operations. We currently
expect to make capital expenditures of approximately U.S.$107 million in our U.K. operations during 2006.

Our Rest of Europe Operations

Our operationsin the Rest of Europe, which, as of December 31, 2005, consisted of our operationsin
Germany, France, Ireland, Austria, Poland, Croatia, the Czech Republic, Denmark, Hungary and Latvia, aswell as
our minority interest in Lithuania and our other European assets, represented approximately 16% of our net sales for
the year ended December 31, 2005.

Our German Operations

Overview

As of December 31, 2005, we held 100% of CEMEX Deutschland AG, our operating subsidiary in Germany.
We are aleading provider of building materialsin Germany, with vertically integrated cement, ready-mix concrete,
aggregates and concrete products operations (consisting mainly of prefabricated concrete ceilings and walls). We
maintain a nationwide network for ready-mix concrete and aggregates in Germany.

The German Cement Industry

According to Euroconstruct, total construction in Germany declined 4.8% in 2005. The decrease was
primarily theresult of a decrease of 6.4% in the civil engineering sector, which includes infrastructure aswell as
commercial and industrial construction. According to the German Cement Association, total cement consumption in
Germany declined to 26.9 million tonsin 2005, a decrease of 7%.

Competition

Our primary competitors in the German cement market are Heidelberg, Dyckerhoff (a subsidiary of Buzzi-

Unicem), Lafarge, Holcim and Schwenk, alocal German competitor. The ready-mix concrete and aggregates
marketsin Germany are more fragmented, with more participation of local competitors.
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Our German Operating Network
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Description of Properties, Plants and Equipment

As of December 31, 2005, we operated three cement plantsin Germany, with an ingtalled cement capacity of
6.0 million tons per year. Asof that date, we al so operated three cement grinding mills, 177 ready-mix concrete
plants, 39 aggregate quarries and one land termina in Germany.

Capital Investments

We made capital expenditures of approximately U.S.$20 million in 2005 in our German operations, and we
currently expect to make capitd expenditures of approximatdy U.S.$44 million in our German operations during
2006.
Our French Operations

Overview

As of December 31, 2005, we held 100% of RMC France SAS, our operating subsidiary in France. Wearea
leading ready-mix concrete producer and aleading aggregates producer in France. We transport a significant
guantity of materials by waterway.

The French Cement Industry

According to Euroconstruct, total construction output in France grew by 3.2% in 2005. The increase was
primarily driven by an increase of 9.5% in theresidential construction sector. According to Cembureau, total
cement consumption in France reached 22.5 million tonsin 2005, an increase of 2.6%.

Competition

Our main competitors in the ready-mix concrete market in France include Lafarge, Holcim, Italcementi and
Vicat. Our main competitorsin the aggregates market in France include Lafarge, Italcementi, Colas and Eurovia.
Many of our major competitors benefit from manufacturing their own supply of cement within France, while we
must rely on third party cement producers.

Description of Properties, Plants and Equipment

As of December 31, 2005, we operated 233 ready-mix concrete plantsin France, one maritime cement

terminal located in LeHavre, on the northern coast of France, and 41 aggregates quarries. As of that date, we also
operated 15 aggregates quarries through joint ventures.
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Capital Investments

We made capital expenditures of approximately U.S.$20 million in 2005 in our French operations, and we
currently expect to make capitd expenditures of approximatdy U.S.$40 million in our French operations during
2006.

Our Irish Operations

As of December 31, 2005, we held 61.7% of Readymix Plc, our operating subsidiary in the Republic of
Ireland. Our operations in Ireland produce and supply sand, stone and gravel aswell asready-mix concrete,
aggregates, mortar and concrete products. We are also involved in the production and digtribution of pre-cast, pre-
stressed and architectural pre-cast products for distribution throughout Ireland. As of December 31, 2005, we
operated 42 ready-mix concrete plants and 23 aggregate quarries in Ireland. Asof that date, we al so operated three
maritime terminalsfor cement importation for the Republic of Ireland, Northern Ireland and the Isle of Man. We
have a joint venture with Lafarge for the importation and distribution of cement in the Isle of Man.

According to Euroconstruct, total construction output in Ireland grew by 3.2% in 2005. Theincrease was
primarily driven by an increase of 11% in the non-residential construction sector. According to our estimates, total
cement consumption in the Republic of Ireland and Northern Ireland reached 5.1 million tonsin 2005, an increase of
1%.

Our main competitors in the ready-mix concrete and aggregates markets in Ireland are CRH and Kilsaran.

We made capital expenditures of approximately U.S.$9 million in 2005 in our Irish operations, and we
currently expect to make capita expenditures of approximatdy U.S.$20 million in our Irish operations during 2006.

Our Austrian Operations

As of December 31, 2005, we held 100% of CEMEX Austriaplc, our operating subsidiary in Austria. We are
aleading participant in the concrete, aggregates and pre-cast concrete marketsin Austria and also produce ready-
mix concrete and admixtures. Asof December 31, 2005, we operated 39 ready-mix concrete plants and 26
aggregate quarriesin Audria.

According to Euroconstruct, total construction output in Austria grew by 1.5% in 2005. The increase was
primarily driven by an increase of 2.4% in non-residential construction in 2005, after a decline of 0.8% in 2004 .
According to Euroconstruct , total cement consumption in Austriareached 4.6 million tonsin 2005, an increase of
1.5%.

Our main competitors in the ready-mix concrete and aggregates markets in Austria are Asamer, Wopfinger
and Lafarge.

We made capital expenditures of approximately U.S.$15 million in 2005 in our Austrian operations, and we
currently expect to make capitad expenditures of approximatdy U.S.$7 million in our Austrian operations during
2006.

Our Polish Operations

As of December 31, 2005, we held 100% of CEMEX Polska sp. z.0.0., our operating subsidiary in Poland.
We are aleading provider of building materialsin Poland serving the cement, ready-mix concrete and aggregates
markets. As of December 31, 2005, we operated two cement plantsin Poland, with atotal installed cement capacity
of 3.1 million tons per year. As of that date, we also operated two grinding mills, 28 ready-mix concrete plants and
three aggregates quarries in Poland, two wholly owned and one in which we have a 30% interest. As of that date,
we also operated three cement terminalsin Poland.

According to Central Statistical Office in Poland, total construction output in Poland grew by 5.0% in 2005.
The increase was primarily driven by an increase of 7.4% in the civil engineering sector according to the Polish
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Cement Association. In addition, according to the Polish Cement Association, total cement consumption in Poland
reached 12.2 million tonsin 2005, an increase of 5.9%.

Our primary competitors in the Polish cement, ready-mix concrete and aggregates markets are Heidel berg,
Lafarge, CRH and Dyckerhoff.

On March 2, 2006, we acquired two companies engaged in the ready-mix concrete and aggregates businessin
Poland from Unicon A/S, a subsidiary of Cementir Group, an Italian cement producer, for approximately €12
million. These companies operate nine ready-mix concrete plants and one aggregates quarry in Poland. As part of
the transaction, we sold 4K Beton A/S, our Danish subsidiary, which operated 18 ready-mix concrete plantsin
Denmark, to Unicon A/S for approximately €22 million. We received net cash proceeds of approximately €6
million, after cash and debt adjustments, from this transaction.

We made capital expenditures of approximately U.S.$5 million in 2005 in our Polish operations, and we
currently expect to make capita expenditures of approximatdy U.S.$12 million in our Polish operations during
2006.

Our Croatian Operations

As of December 31, 2005, we held 99.24% of Dalmacijacement d.d., our operating subsidiary in Croatia. We
arethe largest cement producer in Croatia based on installed capacity as of December 31, 2005, according to our
estimates. Asof December 31, 2005, we operated three cement plantsin Croatia, with an installed capacity of
2.6 million tons per year. Asof that date, we also operated seven cement terminals, two ready-mix facilitiesand one
aggregates quarry in Croatia.

According to the Croatian Cement Association, total cement consumption in Croatia reached 2.58 million tons
in 2005, an increase of 3.4%.

Our primary competitorsin the Croatian cement market are Nexe and Holcim.

We made capital expenditures of approximately U.S.$5 million in 2005 in our Croatian operations, and we
currently expect to make capitad expenditures of approximatdy U.S.$8 million in our Croatian operations during
2006.

Our Czech Republic Operations

As of December 31, 2005, we held 100% of CEMEX Czech Republic, s.r.0., our operating subsidiary in the
Czech Republic. We arealeading producer of ready-mix concrete and aggregates in the Czech Republic. Wealso
distribute cement in the Czech Republic. Asof December 31, 2005, we operated 46 ready-mix concrete plants and
seven aggregates quarries in the Czech Republic. Asof that date, we also operated one cement grinding mill and
one cement terminal in the Czech Republic.

According to Euroconstruct, total construction output in the Czech Republic grew by 5.5% in 2005. The
increase was primarily driven by growth in theresidential construction sector of around 7.9% in 2005. According to
Euroconstruct , total cement consumption in the Czech Republic reached 4.0 million tonsin 2005, an increase of
4.2%.

Our main competitors in the cement, ready-mix concrete and aggregates markets in the Czech Republic are
Heidelberg, Dyckerhoff, Holcim and Lafarge.

We made capital expenditures of approximately U.S.$2 million in 2005 in our Czech Republic operations, and

we currently expect to make capital expenditures of approximately U.S.$5 million in our Czech Republic operations
during 2006.
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Our Danish Operations

As of December 31, 2005, we held 100% of 4K Beton A/S, our operating subsidiary in Denmark. As of
December 31, 2005, we operated 18 ready-mix concrete plants in Denmark.

On March 2, 2006, we sold 4K Beton A/Sto Unicon A/S, asubsidiary of Cementir Group, an Italian cement
producer, for approximately €22 million. As part of the transaction, we purchased from Unicon A/S two companies
engaged in the ready-mix concrete and aggregates business in Poland for approximately €12 million. These
companies operate nine ready-mix concrete plants and one aggregates quarry in Poland. We received net cash
proceeds of approximately €6 million, after cash and debt adjustments, from this transaction.

We made capital expenditures of approximately U.S.$0.2 million in 2005 in our Danish operations.
Our Hungarian Operations

As of December 31, 2005, we held 100% of Danubiousbeton Betonkészitd Kft, our operating subsidiary in
Hungary. As of December 31, 2005, we operated 27 ready-mix concrete plantsand SiX aggregate quarriesin
Hungary.

According to Hungarian Statistical Office, total construction output in Hungary grew by 16.6% in 2005. The
increase was primarily driven by the increase in highway constructions. Total cement consumption in Hungary
reached 4.1 million tons in 2005, an increase of 2.5%.

Our main competitors in the ready-mix concrete and aggregates markets in Hungary are Heidelberg, Strabag
and Lassel sherger.

We made capital expenditures of approximately U.S.$10 million in 2005 in our Hungarian operations, and we
currently expect to make capita expenditures of approximatdy U.S.$8 million in our Hungarian operations during
2006.

Our Latvian Operations

As of December 31, 2005, we held 100% of SIA CEMEX, our operating subsidiary in Latvia. We arethe
only cement producer and aleading ready-mix producer and supplier in Latvia As of December 31, 2005, we
operated one cement plant in Latviawith an installed cement capacity of 0.4 million tons per year. As of that date,
we also operated three ready-mix concrete plantsin Latvia.

In April 2006, we implemented a plan to expand our cement plant in Latviain order to increase our cement
production capacity by one million tons per year to support strong demand in the country. The construction is
expected to be completed in 2008. We expect our total capital investment in the capacity expansion over the course
of three years will be approximately U.S.$160 million, including U.S.$19 million during 2006. We expect that this
investment will be fully funded with consolidated free cash flow generated by CEMEX’s worldwide operations
during the three-year construction period.

We made capital expenditures of approximately U.S.$3 million in 2005 in our Latvian operations, and we
currently expect to make capita expenditures of approximatdy U.S.$26 million in our Latvian operations during
2006.

Our Lithuanian Equity Investment
As of December 31, 2005, we owned a 34% interest in Akmenes Cementas AB, a Lithuanian cement

producer, which operates one cement plant in Lithuaniawith an installed cement capacity of 2.7 million tons per
year.

40



Our Italian Operations

As of December 31, 2005, we held 100% of Cementilce S.R.L., our operating subsidiary in Italy. We are
building three grinding millsin Italy, one with an installed capacity of approximately 450 thousand tons and two
otherswith installed capacities of 750 thousand tons per year. The smaller mill started operations at the end of the
third quarter of 2005, one of the larger millsis expected to start operationsin the second quarter of 2006, and the
other onein thethird quarter of 2007. Our operationsin Italy enhance our trading operationsin the Mediterranean
region.

We made capital investments of approximately U.S.$13 million during 2003, approximately U.S.$33 million
during 2004, and approximately U.S.$33 million in 2005 in our ltalian operations, and we currently expect to make

capital investments of approximately U.S.$29 million in our Italian operations during 2006.
Our Other European Operations

As of December 31, 2005, we operated 11 marine cement terminalsin Finland, Norway and Sweden through
Embra AS, aleading bulk-cement importer in the Nordic region.

South America, Central America and the Caribbean

For the year ended December 31, 2005, our businessin South America, Central America and the Caribbean,
which includes our operationsin Venezuela, Colombia, Argentina, Costa Rica, the Dominican Republic, Panama,
Nicaragua, Puerto Rico and Jamaica, as well as other assetsin the Caribbean, represented approximately 9% of our
net sales. Asof December 31, 2005, our business in South America, Central America and the Caribbean represented
approximately 16% of our total installed capacity and approximately 7% of our total assets.

Our Venezuelan Operations
Overview

As of December 31, 2005, we held a 75.7% interest in CEMEX Venezuela, SA.C.A., or CEMEX Venezuela,
our operating subsidiary in Venezuela, which islisted on the Caracas Stock Exchange. CEMEX Venezudaalso
serves as the holding company for our interestsin the Dominican Republic, Panamaand Trinidad. As of
December 31, 2005, CEMEX Venezuela was the largest cement producer in Venezuela, based on an ingtalled
capacity of 4.6 million tons.

In March 2004, we launched the Construrama program in Venezuela. As described above, Construramaisa
registered brand name for congtruction material stores which we have utilized as a marketing strategy in our
Mexican operations since 2001. Through the Construrama program, we offer to agroup of our Venezuean
distributors the opportunity to sell avariety of products under the Construrama brand name, a concept that includes
the standardization of stores, image, marketing, products and services. As of December 31, 2005, 113 independent
concessionaries with 79 stores were integrated into the Construrama program in Venezuela. By the end of 2006, we
expect to have approximately 156 stores under the Congtrurama program in Venezuela.

The Venezuelan Cement Industry

According to the Venezuelan Cement Producer Association, cement consumption in Venezuela grew
approximately 22.2% in 2005, asthe Venezuelan economy continued to recover from Venezuela’s political and
economic turmoil during 2003. In February 2003, Venezue an authorities imposed foreign exchange controls and
implemented price controls on many products, including cement. In 2005, average inflation in Venezuela was
reduced to 14.4%, the Venezuelan Bolivar depreciated 12% against the Dollar and gross domestic product increased
9.3%. In 2005, amajor government housing plan began and is expected to continue throughout 2006.
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Competition

As of December 31, 2005, the Venezuelan cement industry included five cement producers, with a total
installed capacity of approximately 10.1 million tons, according to our estimates. Our global competitors, Holcim
and Lafarge, own controlling interests in Venezuela’s second and third largest cement producers, respectively.

In 2005, the ready-mix concrete market accounted for only about 11% of cement consumption in Venezuela,
according to our estimates. We believe that Venezuela’s construction companies, which typically prefer to install
their own ready-mix concrete plants on-site, are the most significant barrier to penetration of the ready-mix concrete
sector, with the result that on-site ready-mix concrete mixing represents a high percentage of total ready-mix
concrete production.

Other than CEMEX Venezuela, the ready-mix concrete market in Venezuelais concentrated in two
companies, Premezclado Caribe, which is owned by Holcim, and Premex, which isowned by Lafarge. Therest of
the ready-mix concrete sector in Venezueais highly fragmented.

As of December 31, 2005, CEMEX Venezuelawas the leading Venezuelan domestic supplier of cement,
based on our estimates of sales of gray and white cement in Venezuela. In addition, CEMEX Venezuelawas the
leading domestic supplier of ready-mix concrete in 2005 with 33 ready-mix production plants throughout
Venezuela.

Our Venezuelan Operating Network

As shown below, CEMEX Venezuela’s three cement plants and one grinding facility are located near the
major population centers and the coast of Venezuela
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Transport by land is handled partially by CEMEX Venezuda During 2005, approximately 33% of CEMEX
Venezuela’s total domestic sales were transported through its own fleet of trucks. CEMEX Venezuelaalso servesa
significant number of itsretail customersdirectly through its wholly-owned distribution centers. CEMEX
Venezuela’s cement is transported either in bulk or in bags.
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Exports

During 2005, exports from Venezue arepresented approximately 21% of CEMEX Venezuela’s net sales.
CEMEX Venezuela’s main export markets historically have been the Caribbean and the east coast of the United
States. In 2005, 76% of our exports from Venezuela were to the United States, and 24% were to the Caribbean.

Description of Properties, Plants and Equipment

As of December 31, 2005, CEMEX Venezuel a operated three wholly-owned cement plants, Lara, Maraand
Pertigalete, with a combined ingtalled cement capacity of approximately 4.6 million tons. As of that date, CEMEX
Venezuel a al so operated the Guayana grinding facility with a cement capacity of 375,000 tons.  Asof December
31, 2005, CEMEX Venezuela owned 33 ready-mix concrete production facilities, one mortar plant and 12
distribution centers. Asof that date, CEMEX Venezuela also owned six limestone quarries with reserves sufficient
for over 100 years at 2005 production levels. During 2005, CEMEX Venezuela acquired anew limestone quarry in
order to supply the Pertigal ete plant for the long term.

The Laraand Mara plants and one production line at the Pertigal ete plant use the wet process, the other
production line at the Pertigal ete plant uses the dry process. All the plants use primarily natural gasasfudl, but a
small percentage of diesel fuel isalso used at LaraPlant. CEMEX Venezuelahasits own el ectricity generating
facilities, which are powered by natural gasand diesel fudl.

As of December 31, 2005, CEMEX Venezuela owned and operated four port facilities, three marineterminals
and oneriver terminal. One port facility is located at the Pertigal ete plant, one at the Mara plant, one at the CatiaLa
Mar terminal on the Caribbean Sea near Caracas, and one at the Guayana Plant on the Orinoco River in the Guayana
Region.

Capital Investments

We made capital expenditures of approximately U.S.$11 million in 2003, U.S.$14 million in 2004, and
U.S.$23 million in 2005 in our Venezuelan operations. We currently expect to make capital expenditures of
approximately U.S.$30 million in our Venezuelan operations during 2006.

Our Colombian Operations
Overview

As of December 31, 2005, we owned approximately 99.7% of CEMEX Colombia, SA., or CEMEX
Colombia, our operating subsidiary in Colombia. As of December 31, 2005, CEMEX Colombia was the second-
largest cement producer in Colombia, based on installed capacity of 4.8 million tons, according to the Colombian
Ingtitute of Cement Producers.

CEMEX Colombia has a significant market share in the cement and ready-mix concrete market in the “Urban
Triangle” of Colombia comprising the cities of Bogota, Medellin and Cali. During 2005, these three metropolitan
areas accounted for approximately 50% of Colombia’s cement consumption. CEMEX Colombia’s Ibague plant,
which uses the dry process and is strategically located between Bogota, Cali and Medellin, is Colombia’s largest and
had an installed capacity of 2.5 million tons as of December 31, 2005. CEMEX Colombia, through its Bucaramanga
and Cucuta plants, is also an active participant in Colombia’s northeastern market. CEMEX Colombia’s strong
position in the Bogotéa ready-mix concrete market is largely due to its access to aready supply of aggregate deposits
in the Bogota area.

The Colombian Cement Industry
According to the Colombian Ingtitute of Cement Producers, the installed capacity in Colombiafor 2005 was
15.5 million tons. According to such organization, total cement consumption in Colombiareached 7.8 millions

tons during 2005, an increase of 36.6%, while cement exports from Colombiaremained at 2.1 million tons. We
estimate that close to 50% of cement in Colombiais consumed by the self-construction sector, whilethe housing
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sector accounts for 25% of total cement consumption and has been growing since the 1999 crisis. The other
construction segmentsin Colombia, including the public works and commercial sectors, account for the balance of
cement consumption in Colombia.

Competition

The Sindicato Antioquefio, or Argos, owns or has interests in eight of Colombia’s eighteen cement plants.
Argos has established aleading position in the Colombian coastal markets through Cementos Caribe in Barranquilla,
Compariia Colclinker in Cartagena and Tolcemento in Sincelgjo. The other principal cement producer is Cementos
Boyaca, an affiliate of Holcim.

Our Colombian Operating Network

NorttyRegion

ast Region

Cement Plant
o South Region
Grinding Mill

o » %

Main Cities

Regions in which we have our
most significant ready-mix concrete
and distribution operations.

Description of Properties, Plants and Equipment

As of December 31, 2005, CEMEX Colombia owned five cement plants, one clinker facility and one grinding
mill, having atotal installed capacity of 4.8 million tons per year. Two of these plants and the clinker facility utilize
the wet process and three plants utilize the dry process. CEMEX Colombiaalso has an internal e ectricity
generating capacity of 24.7 megawatts through aleased facility. Asof December 31, 2005, CEMEX Colombia
owned six land distribution centers, one mortar plant, 26 ready-mix concrete plants, one concrete products plant, and
Six aggregates operations. As of that date, CEMEX Colombia also owned eight limestone quarries with minimum
reserves sufficient for over 60 years at 2005 production levels.

Capital Investments

We made capital expenditures of approximately U.S.$6 million in 2003, U.S.$9 million in 2004 and U.S.$7
million in 2005 in our Colombian operations. We currently expect to make capital investments of approximately
U.S.$15 million in our Colombian operations during 2006.

Our Costa Rican Operations

As of December 31, 2005, we owned a99.1% interest in CEMEX (CostaRica), S.A., or CEMEX (Costa
Rica), our operating subsidiary in Costa Rica and aleading cement producer in the country. As of December 31,
2005, CEMEX (Costa Rica) operated one cement plant in Costa Rica, with an installed capacity of 0.9 million tons.
As of that date, CEMEX (Costa Rica) also operated one grinding mill in northwest Costa Rica, with agrinding
capacity of 670,000 tons, and a second grinding mill in the capital San José, with a grinding capacity of 168,000
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tons. As of December 31, 2005, CEMEX Costa Rica operated six ready-mix plants, one aggregates quarry, and one
land distribution center.

During 2005, exports of cement by our Costa Rican operations represented approximately 21% of our total
cement production in Costa Rica. In 2005, 15% of our exports from Costa Rica were to Nicaragua, 45% to El
Salvador and 23% to Guatemala, and 17% to other countriesin South Americaand the Caribbean.

Approximately 1.2 million tons of cement were sold in Costa Rica during 2005, according to Camara dela
Construccion de Costa Rica, the Costa Rican construction industry association. The Costa Rican cement market isa
predominantly retail market, and we estimate that over three quarters of cement sold is bagged cement.

The Costa Rican cement industry includes two producers, CEMEX (Costa Rica) and Holcim Costa Rica.

We made capital expenditures of approximately U.S.$7 million in 2003, U.S.$3 million in 2004 and U.S.$5
million in 2005 in our Costa Rican operations. We currently expect to make capital expenditures of approximately
U.S.$6 million in our Costa Rican operations during 2006.

Our Dominican Republic Operations

As of December 31, 2005, we held, through CEMEX Venezuela, 99.9% of CEMEX Dominicana, S.A.
(formerly Cementos Nacionaes, S.A.), o CEMEX Dominicana, our operating subsidiary in the Dominican
Republic and aleading cement producer in the country. CEMEX Dominicana’s sales network covers the country’s
main consumption areas, which are Santo Domingo, Santiago de los Caballeros, LaVega, San Pedro de Macoris,
Azla and Bavaro. CEMEX Dominicana aso has a 25 year lease arrangement with the Dominican Republic
government related to the mining of gypsum, which enables CEMEX Dominicanato supply all local and regiona
gypsum requirements.

In June 2003, CEMEX Dominicana announced a U.S.$130 million investment plan to ingtall anew kiln for
producing clinker with an annual capacity of 1.6 million tons of clinker. Thisnew kiln, which increased our total
clinker production capacity in the Dominican Republic to 2.2 million tons per year, began operations at the end of
2005.

In 2005, Dominican Republic cement consumption reached 3.1 million tons. Our principal competitorsin the
Dominican Republic are Domicen, an Italian cement producer that started cement production in 2005, Cementos
Cibao, alocal competitor, Cemento Colon, an affiliate of Holcim and Cementos Andinos, a Colombian cement
producer.

As of December 31, 2005, CEMEX Dominicana operated one cement plant in the Dominican Republic, with
an installed capacity of 2.6 million tons per year of, and three grinding mills. As of that date, CEMEX Dominicana
al so operated seven ready-mix concrete plants, seven distribution centerslocated throughout the country and two
marine terminals.

We made capital expenditures of approximately U.S.$13 million in 2003, U.S.$56 million in 2004, and
U.S.$87 million in 2005 in our Dominican Republic operations. We currently expect to make capital investments of
approximately U.S.$22 million in our Dominican Republic operations during 2006.

Our Panamanian Operations

As of December 31, 2005, we held, through CEMEX Venezuela, a 99.3% interest in Cemento Bayano, SA.,
or Cemento Bayano, our operating subsidiary in Panama and a leading cement producer in the country. As of
December 31, 2005, Cemento Bayano operated one cement plant in Panama, with an installed capacity of 0.5
million tons per year. As of that date, Cemento Bayano also owned and operated 11 ready-mix concrete plants.

Approximately one million cubic meters of ready-mix concrete were sold in Panama during 2005, according

to the General Comptroller of the Republic of Panama (Contraloria General de la Repiblica de Panamd).
Panamanian cement consumption decreased 1.3% in 2005, according to our estimates. The Panamanian cement
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industry includes two cement producers, Cemento Bayano and Cemento Panama, an affiliate of Holcim and
Cementos del Caribe.

We made capital expenditures of approximately U.S.$8 million in 2003, U.S.$6 million in 2004, and U.S.$5
million in 2005 in our Panamanian operations. We currently expect to make capital expenditures of approximately
U.S.$6 million in our Panamanian operations during 2006.

Our Nicaraguan Operations

As of December 31, 2005, we owned 100% of CEMEX Nicaragua, S.A., or CEMEX Nicaragua, our operating
subsidiary in Nicaragua. As of that date, CEMEX Nicaragua leased and operated one cement plant with an installed
capacity of 0.5 million tons. Since March 2003, CEMEX Nicaragua has also leased a 100,000 ton milling plant in
Managua, which has been used exclusively for petcoke milling.

According to our estimates, approximately 600,000 tons of cement were sold in Nicaragua during 2005. Two
market participants compete in the Nicaraguan cement industry: CEMEX Nicaragua and Holcim.

We made capital expenditures of approximately U.S.$5 million in 2003, U.S.$3 million in 2004 and U.S.$7
million in 2005 in our Nicaraguan operations. We currently expect to make capital expenditures of approximately
U.S.$5 million in our Nicaraguan operations during 2006.

Our Puerto Rican Operations

As of December 31, 2005, we owned 100% of CEMEX de Puerto Rico, Inc. (formerly Puerto Rican Cement
Company, Inc.), or CEMEX Puerto Rico, our operating subsidiary in Puerto Rico. Asof December 31, 2005,
CEMEX Puerto Rico operated one cement plant, with an installed cement capacity of approximately 1.1 million tons
per year. Asof that date, CEMEX Puerto Rico also owned and operated 26 ready-mix concrete plants, including the
15 ready-mix concrete plants CEMEX Puerto Rico acquired with its acquisition of Concretera Mayaguezanain July
2005 for approximately U.S.$26 million.

In 2005, Puerto Rican cement consumption reached 1.8 million tons. The Puerto Rican cement industry in
2005 was comprised of two cement producers, CEMEX Puerto Rico, and San Juan Cement Co., an affiliate of
Ital cementi.

We made capital expenditures of approximately U.S.$26 million in 2003, U.S.$8 million in 2004, and U.S.$10
million in 2005 in our Puerto Rican operations. We currently expect to make capital investments of approximately
U.S.$24 million in our Puerto Rican operations during 2006.

Our Argentine Operations

As of December 31, 2005, we held 100% of Readymix Argentina S.A., our operating subsidiary in Argentina.
As of December 31, 2005, we operated four ready-mix concrete plantsin Argentina.

Our Other Operations in the Region

We bdlieve that the Caribbean region holds considerabl e strategic importance because of its geographic
location. As of December 31, 2005, we operated a network of eight marine terminalsin the Caribbean region, which
facilitated exports from our operationsin several countries, including Mexico, Venezuela, Costa Rica, Puerto Rico,
Spain, Colombia and Panama. Three of our marine terminals are located in the main cities of Haiti, two arein the
Bahamas, oneisin Bermuda, oneisin Manaus, Brazil and oneisinthe Cayman Islands. Asof December 31, 2005,
we had minority positions in Trinidad Cement Limited, with cement operationsin Trinidad and Tobago, Barbados
and Jamaica, as well asaminority position in Caribbean Cement Company Limited in Jamaica.

In addition, in January 2006, we acquired a grinding mill with a grinding capacity of 400,000 tons per year in
Guatemala for approximately U.S.$17.4 million.
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Africaand the Middle East

For the year ended December 31, 2005, our business in Africaand the Middle East, which includes our
operations in Egypt, the United Arab Emirates and Isradl, represented approximately 3% of our net sales. Asof
December 31, 2005, our business in Africa and the Middle East represented approximately 5% of our total installed
capacity and approximately 2% of our total assets.

Our Egyptian Operations

As of December 31, 2005, we had a 95.8% interest in Assiut Cement Company, or Assiut, our operating
subsidiary in Egypt. Asof December 31, 2005, we operated one cement plant in Egypt, with an installed capacity of
approximately 4.9 million tons. Thisplant islocated approximately 200 miles south of Cairo and serves the upper
Nileregion of Egypt, aswell as Cairo and the delta region, Egypt’s main cement market. In addition, as of that date
we operated three ready-mix concrete plantsin Egypt.

According to our estimates, the Egyptian market consumed approximately 28.1 million tons of cement during
2005. Cement consumption increased by 19.6% in 2005, due to an economic recovery in Egypt and the positive
effect of Government reforms.

As of December 31, 2005, the Egyptian cement industry had atotal of nine cement producers, with an
aggregate annual installed cement capacity of approximately 40 million tons. According to the Egyptian Cement
Council, during 2005, Holcim (minority shareholder in Egyptian Cement Company), Lafarge (Alexandria Portland
Cement and Beni Suef Cement), CEMEX (Assiut) and Italcementi (Suez Cement, Tourah Cement and Helwan
Portland Cement), the four largest cement producersin the world, represented approximately 72% of the total
installed capacity in Egypt. Other sgnificant competitors in the Egyptian market are Ameriyah (Cimpor), National,
Sinal, Migr Beni Suef and Misr Quena Cement Companies.

We made capital expenditures of approximately U.S.$14 million in 2003, U.S.$9 million in 2004, and U.S.$9
million in 2005 in our Egyptian operations. We currently expect to make capital expenditures of approximately
U.S.$15 million in our Egyptian operations during 2006.

Our United Arab Emirates (UAE) Operations

As of December 31, 2005, we held a49% equity interest in four UAE companies: RMC Topmix LLC and
RMC Supermix LLC, two ready-mix holding companies, Gulf Quarries Company, an aggregates company, and
Falcon Cement LLC, which specializesin trading. We are not allowed to have a majority interest in these
companies since UAE law requires 51% ownership by UAE nationals. However, through agreements with other
shareholders in these companies, we have purchased the remaining 51% of the economic benefits in each of the
companies. Asaresult, we own a 100% economic interest in all four companies. Asaof December 31, 2005, we
operated 13 ready-mix concrete plants in the UAE, serving the markets of Dubai, Abu Dhabi, Ras Al Khaimah and
Sharjah. Asof that date, we also operated an aggregates quarry in the UAE.

In March 2006, we announced a plan to invest approximately U.S.$50 million in the construction of anew
grinding facility for cement and slag in Dubai. The new facility, which is designed to increase our total cement
production capacity in the region to approximately 1.6 million tons per year, is expected to be completed in 2007.
We expect that thisinvestment will be fully funded with free cash flow generated by CEMEX’s worldwide
operations during the construction period.

We made capital expenditures of approximately U.S.$4 million in 2005 in our UAE operations, and we
currently expect to make capita expenditures of approximatdy U.S.$44 million in our UAE operations during 2006,
including those related to the construction of the new grinding facility in Dubai described above.

Our Israeli Operations

As of December 31, 2005, we held 100% of CEMEX Holdings (Isradl) Ltd., our operating subsidiary in Isragl.
We are aleading producer and supplier of raw materials for the construction industry in Isradl. In addition to ready-
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mix concrete products, we produce a diverse range of building materials and infrastructure productsin Isragl. As of
December 31, 2005, we operated 59 ready-mix concrete plants, one concrete products plant, and one admixtures
plant inlsradl.

As of December 31, 2005, we also held 50% of Lime& Stone (L& S) Ltd., a leading aggregates producer in
Isradl and an important supplier of lime, asphalt and marble. As of December 31, 2005, this joint venture operated
11 aggregate quarries, two asphalt plants, one lime factory and one marble facility.

We made capital expenditures of approximately U.S.$3 million in 2005 in our Israeli operations, and we
currently expect to make capita expenditures of approximatdy U.S.$4 million in our |sraeli operations during 2006.

Asa

For the year ended December 31, 2005, our businessin Asia, which includes our operationsin the Philippines,
Thailand and Malaysia, as well as our minority interest in Indonesia and other assetsin Asia, represented
approximately 2% of our net sales. Asof December 31, 2005, our businessin Asiarepresented approximately 11%
of our total installed capacity and approximately 3% of our total assets.

Our Philippine Operations

As of December 31, 2005, we held through CAH, 100% of the economic benefits of our two operating
subsidiaries in the Philippines, Solid, and APO Cement Corporation, or APO.

According to Cement Manufacturers’ Association of the Philippines (CEMAP), cement consumption in the
Philippine market, which is primarily retail, totaled 11.8 million tons during 2005. Although the Philippines has
largely recovered from the 1997 Asian economic recession, Philippine demand for cement decreased by
approximately 5% in 2005.

As of December 31, 2005, the Philippine cement industry had atotal of 20 cement plants and three cement
grinding mills. Annual installed capacity is 26.8 million tons, according to CEMAP. Major global cement
producers own approximately 88% of this capacity. Our major competitorsin the Philippine cement market are
Holcim, which has interests in five local cement plants, and Lafarge, which hasinterestsin eight local cement
plants.

Our Philippine operations include three plants with a total capacity of 5.6 million tons per year and three
marine distribution terminals. Our cement plantsinclude five wet process production lines and three dry process
production lines with an installed cement capacity of 4.1 million tons.

We made capital expenditures of approximately U.S.$2 million in 2003, U.S.$2 million in 2004, and U.S.$4
million in 2005 in our Philippine operations. We currently expect to make capital expenditures of approximately
U.S.$14 million in our Philippine operations during 2006.

Our Indonesian Equity Investment

As of December 31, 2005, our proportionate economic interest through CAH in Gresik, Indonesia’s largest
cement producer, was approximately 25.5%. The Republic of Indonesiahasa51% interest in Gresik. Currently, we
hold two seats on both the board of directors and the board of commissioners of Gresik, as well as theright to
approve Gresik’s business plan jointly with the Indonesian government.

In October 2001, certain individuals purporting to represent the people of the Indonesian province of West
Sumatra, in which the Padang plant of Gresik islocated, issued a declaration which stated that PT Semen Padang, or
Semen Padang, the 99.99%-owned subsidiary of Gresik that owns and operates the Padang plant, was placed under
the temporary control of the people of West Sumatra. The declaration ordered the management of Semen Padang to
report to the local government of the West Sumatra Province, under the supervision of the People’s Representative
Assembly of West Sumatra, pending a “spin-off” of the Semen Padang subsidiary. In November 2001, the People’s
Representative Assembly of West Sumatraissued a decision approving this declaration on the grounds that the
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original sale of Semen Padang by the Indonesian government to Gresik in 1995 was invalid, since several necessary
approvals were not obtained. We believe the provincia administration lacks legal authority to direct or interfere
with the affairs of Semen Padang. The former management of Semen Padang refused to relinquish control until
September 2003 when the newly-appointed management was finally permitted to enter the Padang Facility and
assume control of Semen Padang. However, we believe that the newly-appointed management was admitted on
condition that it encourage a spin-off of Semen Padang, and in October 2003, it explicitly agreed to do so.

Gresik has experienced other ongoing difficulties at Semen Padang, including the effective loss of operational
and financia control of Semen Padang, and, until recently, the inability to prepare consolidated financial statements
that include Semen Padang’s operations and the inability of its independent auditors to provide an unqualified audit
opinion on such financial statements. In April 2006, after making several adjustments suggested by itsindependent
auditors, unqualified audited financial statements for 2004 and 2005 were finally presented by Semen Gresik. Asa
result of these difficulties, as of the date of this annual report, we have not been able to independently verify certain
information with respect to Semen Padang’s facilities and operations and thus, the overall description of Gresik’s
facilities and operations below assumes the validity and accuracy of the information provided by Semen Padang’s
management.

On May 3, 2006, we agreed to sdll 24.9% of Gresik to Indonesia-based Rajawali Group for approximately
U.S.$337 million. The purchaser’s obligations under our sales contract are subject to obtaining the approval of the
Indonesian government and the fulfillment of other conditions. In the event this sale is consummated, our remaining
interest in Gresik will be 0.6%.

On May 17, 2006, we received a letter from the Indonesian government purporting to exercise itsright to
repurchase, under the 1998 purchase agreement, pursuant to which we acquired our interest in Gresik, the Gresik
shares we have agreed to sdll to the Rajawali Group. However, we believe that the Indonesian government's
purported exercise of thisright did not comply with the requirements set forth in the 1998 purchase agreement, and
we arein correspondence and in discussions with the Indonesian government concerning thisissue. No assurance
can be given either that the sale to the Rajawali Group will be consummated, or that the Indonesian government will
purchase the Gresik shares, on the terms outlined above, or that a sale transaction on smilar or different terms may
be consummated with any other purchaser.

For a description of legal proceedings relating to Gresik, please see “Regulatory Matters and Legal
Proceedings — Other Legal Proceedings.”

According to our estimates, Indonesian domestic cement demand increased approximately 1.0% in 2003, 9.8%
in 2004, and 4.2% in 2005. As of December 31, 2005, the Indonesian cement industry had 13 cement plants,
including the four plants owned by Gresik, with a combined installed capacity of approximately 47.5 million tons.
Gresik, with an ingtalled capacity of 17.3 million tons, is Indonesia’s largest cement producer.

As of December 31, 2005, Gresik had four cement plants, 25 land distribution centers and 10 marine
terminals. Gresik’s cement plants include the Padang plant, with one production line that utilizes the wet process and
four production linesthat utilize the dry process and an ingtalled capacity of 5.6 million tons; the Gresik plant, which
has two production linesthat utilize the dry process and an installed capacity of 1.3 million tons; the Tuban plant,
which has three production linesthat utilize the dry process and an installed capacity of 6.9 million tons; and the
Tonasa plant, which has three production lines that utilize the dry process and an installed capacity of 3.5 million
tons. As of December 31, 2005, Gresik was operating at approximately 95% capacity utilization, including export
sales. During 2005, Gresik exported approximately 13% of its total sales volume, mainly through its own efforts
and, to alesser extent, through CEMEX’s trading operations. Gresik exports mainly to Sri Lanka and Bangladesh.

Our Thai Operations
As of December 31, 2005, we had a 100% interest in CEMEX (Thailand) Co. Ltd., or CEMEX (Thailand), our

operating subsidiary in Thailand. As of December 31, 2005, we owned one cement plant in Thailand, with an
installed capacity of approximately 0.7 million tons.
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According to our estimates, at December 31, 2005, the cement industry in Thailand had atotal of 14 cement
plants, with an aggregate annual installed capacity of approximately 55.6 million tons. We estimate that there are
five major cement producersin Thailand, four of which represent 96% of installed capacity and 97% of the market.
Our major competitorsin the Thai market, which have a significantly larger presence than CEMEX (Thailand), are
Siam Cement, Holcim, TPI Polene and Ital cementi.

We made capital expenditures of approximately U.S.$2 million in 2003, U.S.$3 million in 2004, and U.S.$4
million in 2005 in our Thai operations. We currently expect to make capital expenditures of approximately U.S.$5
million in our Thai operations during 2006.

Our Malaysian Operations

As of December 31, 2005, we held 100% of RMC Industries (Malaysia) Sdn Bkd, our operating subsidiary in
Malaysia. We are aleading ready-mix concrete producer in Malaysia, with a significant share in the country’s
major urban centers. Asof December 31, 2005, we operated 22 ready-mix concrete plants, five asphalt plants and
three aggregate quarries in Malaysia.

Our main competitors in the ready-mix concrete and aggregates marketsin Malaysiaare YTL, Lafarge and
Hanson.

We made capital expenditures of approximately U.S.$1 million in 2005 in our Malaysian operations, and we
currently expect to make capital expenditures of approximatey U.S.$2 million in our Malaysian operations during
2006.

Other Asian Invesments

Since April 2001, we have been operating a grinding mill with cement milling production capacity of 520,000
tons per year near Dhaka, Bangladesh. A majority of the supply of clinker for the mill is produced by our operations
intheregion. In addition, since June 2001, we have & so operated a cement terminal in the port of Taichung located
on the west coast of Taiwan.

Our Trading Operations

We traded approximately 16 million tons of cement and clinker in 2005. Approximately 51% of the volume
we traded in 2005 consisted of exports from our operations in Costa Rica, Croatia, Egypt, Germany, Mexico,
Philippines, Poland, Puerto Rico, Spain and Venezuela. Approximately 49% was purchased from third partiesin
countries such as Belgium, China, Egypt, France, Indonesia, Israel, Japan, Lithuania, South Korea, Taiwan,
Thailand and Turkey. In 2005, we expanded our trading activities to 97 countries from 76 countriesin 2004. This
broadened geographic coverage alows us to serve new markets in Northern Europe, the Middle East and Australia
through an enhanced trading network. In 2005, we also gained an important presence in ag cement trading
markets, particularly in Europe and the Middle East, having traded approximately 1.5 million tons of slag cement in
2005. Slag cement (& so called ground granulated blast furnace dag) is a hydraulic cement produced during the
reduction of iron oretoiron in ablast furnace.

Our trading network enables us to maximize the capacity utilization of our facilities worldwide while
reducing our exposure to the inherent cyclicality of the cement industry. We are able to distribute excess capacity to
regions around the world where there isdemand. In addition, our worldwide network of strategically located marine
terminals allows us to coordinate maritime logistics on a global basis and minimize transportation expenses. Our
trading operations al so enable usto explore new markets without significant initial capital investment.

Regulatory Mattersand L egal Proceedings

A description of material regulatory and legal matters affecting usis provided below.

50



Tariffs
Thefollowing isadiscussion of tariffs on imported cement in our major markets.
Mexico

Mexican tariffs on imported goods vary by product and have been as high as 100%. In recent years, import
tariffs have been substantialy reduced and currently range from none at all for raw materialsto over 20% for
finished products, with an average weighted tariff of approximately 3.7%. Asaresult of the North American Free
Trade Agreement, or NAFTA, as of January 1, 1998, the tariff on cement imported into Mexico from the United
States or Canada was eiminated. However, atariff in the range of 13% ad valorem will continue to be imposed on
cement produced in all other countries unless tariff reduction treaties areimplemented or the Mexican government
unilaterally reduces that tariff. While the reduction in tariffs could lead to increased competition from importsin our
Mexican markets, we anticipate that the cost of transportation from most producers outside Mexico to centra
Mexico, theregion of highest demand, will remain an effective barrier to entry.

United Sates

There are no tariffs on cement imported into the United States from any country, except Cuba and North
Korea.

Europe

Member countries of the European Union are subject to the uniform European Union commercial policy.
Thereisno tariff on cement imported into a country that isamember of the European Union from another member
country or on cement exported from a European Union country to another member country. For cement imported
into a member country from anon-member country, the tariff is currently 1.7% of the customs value. Any country
with preferentia treatment with the European Union is subject to the same tariffs as members of the European
Union. Most Eastern European producers who export cement into European Union countries currently pay no tariff.

Environmental Matters

We are subject to a broad range of environmental laws and regulationsin each of the jurisdictionsin which
we operate. These laws and regulations impose increasingly stringent environmental protection standardsregarding,
among other things, air emissions, wastewater discharges, the use and handling of hazardous waste or materials,
waste disposal practices and the remediation of environmental damage or contamination. These standards expose us
to therisk of substantial environmental costs and liabilities, including liabilities associated with divested assets and
past activities, even where conducted by prior owners or operators and, in some jurisdictions, without regard to fault
or the lawfulness of the original activity.

To prevent, control and remediate environmental problems and maintain compliance with regulatory
requirements, we maintain an environmental policy designed to monitor and control environmental matters. Our
environmental policy requires each subsidiary to respect local laws and meet our own internal standards to minimize
the use of non-renewabl e resources and the generation of hazardous and other wastes. We use processes that are
designed to reduce the impact of our operations on the environment throughout all the production stagesin al our
operations worldwide. We believe that we arein substantial compliance with all materia environmenta laws
applicableto us.

Weregularly incur capital expenditures that have an environmental component or that are impacted by
environmental regulations. However, we do not keep separate accounts for such mixed capita and environmental
expenditures. Environmental expenditures that extend the life, increase the capacity, improve the safety or efficiency
of assets or are incurred to mitigate or prevent future environmental contamination may be capitalized. Other
environmental costs are expensed when incurred. For the years ended December 31, 2003, 2004 and 2005,
environmental capital expenditures and remediation expenses were not material. However, our environmental
expenditures may increase in the future.
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Thefollowing isadiscussion of the environmental regulation and mattersin our major markets.
Mexico

We were one of thefirst industrial groupsin Mexico to sign an agreement with the Secretariadel Medio
Ambiente y Recursos Naturales, or SEMARNAT, the Mexican government’s environmental ministry, to carry out
voluntary environmental auditsin our 15 Mexican cement plants under a government-run program. In 2001, the
Mexican environmental protection agency in charge of the voluntary environmental auditing program, the
Procuraduria Federal de Proteccion a Ambiente, or PROFEPA, which is part of SEMARNAT, completed auditing
our 15 cement plants and awarded all our plants, including our Hidalgo plant, a Certificado de Industria Limpia,
Clean Industry Certificate, certifying that our plantsarein full compliance with environmental laws. The Clean
Industry Certificates are strictly renewed every two years. As of the date of this annual report, 14 of the cement
plants have a Clean Industry Certificate. The Certificates for Atotonilco, Huichapan, Mérida, Yaqui, Hermosillo,
Tamuin, Valles, Zapotiltic and Torredn are expected to be renewed at the end of 2006; the Certificates for
Barrientos, Tepeaca and Guadalgjara are valid until 2007; and the Certificates for Monterrey and Ensenada are valid
until 2008. The Certificate for the Hildalgo plant has expired since operations were halted in 2002, but operations
resumed during May 2006. Now that operations at the Hidalgo plant have resumed, we will request that PROFEPA
audit the plant and grant it a Clean Industry Certificate.

For over a decade, the technology for recycling used tires into an energy source has been employed in our
Ensenada and Huichapan plants. Our Monterrey and Hermosillo plants started using tires as an energy source in
September 2002 and November 2003, respectively. In 2004, our Y aqui, Tamuin, Guadalajara and Barrientos plants
also started using tires as an energy source, and as of the end of 2005, all our cement plantsin Mexico usetires asan
alternative fuel. Municipal collection centersin Tijuana, Mexicali, Ensenada, Mexico City, Reynosa, Nuevo Laredo
and Guadalajara currently enable usto recycle an estimated 10,000 tons of tires per year. Overall, approximately
2.39% of thetotal fuel used in our 14 operating cement plants in Mexico during 2005 was comprised of alternative
substituted fuels.

Between 1999 and 2005, our Mexican operations have invested approximately US $35.3 million in the
acquisition of environmental protection equipment and the implementation of the ISO 14001 environmental
management standards of the International Organization for Standardization, or ISO. Currently, our 14 operating
cement plantsin Mexico and an aggregates plant in Monterrey have the 1 SO 14001 certification for environmental
management systems. The audit to obtain the renewal of the SO 14001 certification took place during first week of
April 2006, and we believe the renewal will be obtained soon during the second half of 2006.

United Sates

CEMEX, Inc. is subject to awiderange of U.S. Federal, state and local laws, regulations and ordinances
dealing with the protection of human health and the environment. These laws are strictly enforced and can lead to
significant monetary penalties for noncompliance. These laws regulate water discharges, noise, and air emissions,
including dust, aswell asthe handling, use and disposal of hazardous and non-hazardous waste materials. These
laws also create a shared liability by responsible parties for the cost of cleaning up or correcting releases to the
environment of designated hazardous substances. We therefore may have to remove or mitigate the environmental
effects of the disposal or release of these substances at CEMEX, Inc.’s various operating facilities or elsewhere. We
believe that our current procedures and practices for handling and managing materials are generally consistent with
the industry standards and legal and regul atory requirements and that we take appropriate precautions to protect
employees and others from harmful exposure to hazardous materials.

Several of CEMEX, Inc.’s previously owned and currently owned facilities have become the subject of
various local, state or Federal environmental proceedings and inquiries in the past. While some of these matters
have been settled, othersare in ther preliminary stages and may not be resolved for years. Theinformation
devel oped to date on these mattersis not complete. CEMEX, Inc. doesnot believe it will berequired to spend
significantly more on these matters than the amounts already recorded in our consolidated financial statements
included elsewherein thisannual report. However, itisimpossible for CEMEX, Inc. to determine the ultimate cost
that it might incur in connection with such environmental matters until all environmental studies and investigations,
remediation work, negotiations with other partiesthat may be responsible, and litigation against other potential
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sources of recovery have been completed. With respect to known environmental contingencies, CEMEX, Inc. has
recorded provisions for estimated probable liabilities and does not believe that the ultimate resolution of such
matters will have a material adverse effect on our financial results.

Europe

In 2003, the European Union adopted a directive implementing the Kyoto Protocol on climate change and
establishing a greenhouse gas emissions allowance trading scheme within the European Union. The directive
requires Member States to impose binding caps on carbon dioxide emissions from ingallationsinvolved in energy
activities, the production and processing of ferrous metals, the mineral industry (including cement production) and
the pulp, paper or board production business. Under this scheme, companies with operations in these sectors receive
from the relevant Member States allowances that set limitations on the level s of greenhouse gas emissions from their
installations. These alowances are tradable so as to enable companies that manage to reduce their emissions to sell
their excess allowances to companiesthat are not reaching their emissions objectives. Companies can also use
creditsissued from the use of the flexibility mechanisms under the Kyoto protocoal to fulfill their European
obligations. These flexibility mechanisms provide that credits (equivalent to alowances) can be obtained by
companies for projects that reduce greenhouse gas emissions in emerging markets. These projects arereferred to as
Clean Development Mechanism (CDM) or joint implementation projects depending on the countries where they
take place. Failure to meet the emissions capsis subject to heavy penalties.

Asrequired by the directive, each of the Member States established a national allocation plan setting out
the allowance all ocations for each industrial facility for theinitial period of three years, from 2005 to 2007. As of
March 31, 2006, the European Commission has approved the national allocation plan of most Member States,
including all the European countries in which we have operations, except Poland.

We have received the carbon dioxide allowance all ocation from the environmental agencies of the different
Member States where we have operations for the 2005 to 2007 period. Based on our production forecasts, on a
consolidated basis after trading all owances between our operationsin countries with adeficit of allowances and our
operations in countries with an excess of allowances, we expect to have a surplus of allowances averaging
approximately 600 thousand tons of carbon dioxide per year for that period. For the next allocation period
comprising 2008 through 2012, however, we expect areduction in the allowances granted by the environmental
agenciesin substantially all the Member States, which may result in a consolidated deficit in our carbon dioxide
allowances during that period. We believe we may be able to reduce the impact of any deficit by either reducing
carbon dioxide emissionsin our facilities or by implementing CDM projects in emerging markets authorized by the
United Nations. If we are not successful in implementing emission reductionsin our facilities or obtaining credits
from CDM projects, we may have to purchase a significant amount of allowances in the market, the cost of which
may have an impact on our operating results. As of March 31, 2006, the market value of carbon dioxide allowances
was approximately €30 per ton.

Anti-Dumping
U.S Anti-Dumping Rulings—Mexico

Our exports of Mexican gray cement from Mexico to the United States are subject to an anti-dumping order
that was imposed by the Commerce Department on August 30, 1990. Pursuant to this order, firms that import gray
Portland cement from our Mexican operationsin the United States must make cash deposits with the U.S. Customs
Service to guarantee the eventual payment of anti-dumping duties. Asaresult, sincethat year and until April 3,
2006, we have paid anti-dumping duties for cement and clinker exportsto the United States at rates that have
fluctuated between 37.49% and 80.75% over the transaction amount. Beginning in August 2003, we paid anti-
dumping duties at a fixed rate of approximately U.S.$52.41 per ton, which decreased to U.S.$32.85 per ton starting
December 2004 and to U.S.$26.28 per ton in January 2006. Over the past decade, we have used all available legal
resources to petition the Commerce Department to revoke the anti-dumping order, including the petitions for
“changed circumstances” reviews from the International Trade Commission, or ITC, and the appealsto NAFTA
described below. As described below, during the first quarter of 2006, the U.S. and Mexican governments entered
into an agreement pursuant to which restrictions imposed by the United States on Mexican cement imports will be
eased during athree-year transition period and completely eliminated following the transition period.
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U.S Anti-Dumping Sunset Reviews

Under the U.S. anti-dumping and countervailing duty laws, the Commerce Department and the ITC are
required to conduct “sunset reviews” of outstanding anti-dumping orders, countervailing duty orders and suspension
agreements every five years. At the conclusion of these reviews, the Commerce Department isrequired to terminate
the order or suspension agreement unless the agencies have found that termination islikely to lead to continuation or
recurrence of dumping, or asubsidy in the case of countervailing duty orders, and material injury.

In July 2000, following a “sunset review,” the Commerce Department determined not to revoke the anti-
dumping order on imports from Mexico. On October 5, 2000, the ITC found likelihood of injury to the U.S.
industry and determined not to revoke this anti-dumping order. On September 19, 2001, CEMEX filed a petition for
a “changed circumstances” review. The ITC decided in December 2001 not to initiate such areview. CEMEX
appealed the ITC’s decision in the “sunset review” and the “changed circumstances” review to NAFTA. On April 7,
2005, aNAFTA panel heard oral arguments and on June 24, 2005, remanded the matter to the ITC with ingructions
to reconsider itslikelihood of injury determination. On September 22, 2005, the ITC reported back to the NAFTA
panel, recommending by a three-to-two vote not to revoke the anti-dumping order on imports from Mexico. We
believe the ITC’s determination on remand did not comply with the guidelines set by the NAFTA pand for such
determination, and we presented our arguments before the NAFTA pand on November 9, 2005. However, asa
result of the settlement between the U.S. and Mexican governments described bel ow, this matter was settled in
March 2006.

U.S/Mexico Anti-Dumping Settlement Agreement

On January 19, 2006, officials from the Mexican and the United States governments announced that they
had reached an agreement in principle that will bring to an end the long-standing dispute over anti-dumping duties
on Mexican cement exports to the United States. According to the agreement, restrictions imposed by the United
States will first be eased during a three-year transition period and completely eliminated in early 2009 if Mexican
cement producers abide by its terms during the transition period, allowing cement from Mexico to enter the U.S.
without duties or other limits on volumes. During the transition period, Mexican cement importsinto the U.S. will
be subject to volume limitations of three million tons per year, which amount may be increased in responseto
market conditions during the second and third year of the transition period, subject to a maximum increase per year
of 4.5%. Quota allocationsto companiesthat import Mexican cement into the United States will be made on a
regiona basis. The anti-dumping duty during the three-year transition period was lowered to U.S.$3.00 per ton,
effective as of April 3, 2006, from the previous amount of U.S.$26.28 per ton.

On March 6, 2006, the Office of the United States Trade Representative and the Commerce Department
entered into an agreement with the Secretaria de Economia of Mexico providing for the settlement of all
adminigrative reviews and al litigation pending before NAFTA and World Trade Organization panels challenging
various anti-dumping determinations involving Mexican cement. As part of the settlement the Commerce
Department agreed to compromiseits claims for duties with respect to imports of Mexican cement. The Commerce
Department and the Secretaria de Economiawill monitor theregional export limits through export and import
licensing systems. The agreement provides that upon the effective date of the agreement, on April 3, 2006, the
Commerce Department will order the U.S. Customs Service to liquidate all entries covered by all the completed
adminigrative reviews for the periods from August 1, 1995 through July 31, 2005, plusthe unreviewed entries made
between August 1, 2005 and April 2, 2006, and refund the cash depositsin excess of 10 cents per metric ton. Asa
result of this agreement, refunds from the U.S. government associated with the historic anti-dumping duties will be
shared among the various Mexican and American cement industry participants. We expect to receive approximately
U.S.$100 million in refunds under the agreement during 2006.

As of December 31, 2005, CEMEX Corp., the parent company of our U.S. subsidiariesthat import
Mexican cement into the United States, had accrued liabilities of approximately U.S.$68 million, including accrued
interest, for the difference between the amount of anti-dumping duties paid on imports and the latest findings by the
Commerce Department in its adminigrative reviews. Asaresult of the settlement between the U.S. and Mexican
governments described above, substantialy all the liabilities accrued for past anti-dumping duties were eliminated in
March 2006.



Anti-Dumping in Taiwan

Five Taiwanese cement producers— Asia Cement Corporation, Taiwan Cement Corporation, Lucky
Cement Corporation, Hsing Ta Cement Corporation and China Rebar — filed before the Tariff Commission under
the Ministry of Finance (MOF) of Taiwan an anti-dumping case involving imported gray Portland cement and
clinker from the Philippines and Korea

In July 2001, the MOF informed the petitioners and the respondent producersin exporting countries that a
formal investigation had been initiated. Among the respondents in the petition are APO, Rizal and Solid, indirect
subsidiaries of CEMEX.

In June 2002, the International Trade Commission under the Ministry of Economic Affairs (ITC-MOEA)
notified respondent producersthat its final injury investigation concluded that the imports from South Koreaand the
Philippines caused materia injury to the domestic industry in Taiwan.

In July 2002, the MOF notified the respondent producers that a dumping duty would be imposed on
Portland cement and clinker imports from the Philippines and South Korea commencing from July 19, 2002. The
duty rate imposed on imports from APO, Rizal and Solid was fixed at 42%.

In September 2002, APO, Rizal and Solid filed before the Taipei High Administrative Court an appeal in
opposition to the anti-dumping duty imposed by the MOF. In August 2004, we received a copy of the decision of
the Taipel Administrative High Court, which was adverse to our appeal. The decision has since becomefinal. This
anti-dumping duty is subject to review by the government after five years following itsimposition. If following that
review the government determines that the circumstances giving rise to the anti-dumping order have changed and
that the elimination of the duty would not harm the domestic industry, the government may decide to revoke the
anti-dumping duty.

Tax Matters

As of December 31, 2005, we and some of our Mexican subsidiaries have been notified of several tax
assessments determined by the Mexican tax office with respect to the tax years from 1992 through 1996 in a total
amount of approximately Ps742 million (U.S.$70 million). The tax assessments are based primarily on: (i)
recalculations of the inflationary tax deduction, since the tax authorities claim that “Advance Payments to Suppliers”
and “Guaranty Deposits” are not by their nature credits, (ii) disallowed restatement of tax |loss carryforwards in the
same period in which they occurred, (iii) disallowed determination of tax |oss carryforwards, and (iv) disallowed
amounts of business asset tax, commonly referred to as BAT, creditable against the controlling entity’s income tax
liability on the grounds that the creditable amount should be in proportion to the equity interest that the controlling
entity hasin itsrelevant controlled entities. We have filed an appeal for each of these tax claims before the Mexican
federal tax court, and the appeal s are pending resol ution.

In addition, during May 2006, we and some of our Mexican subsidiaries were notified by the Mexican tax
office of several tax assessments with respect to tax years 1992 and 2002 in atotal amount of approximately Ps3,793
million (U.S.$335 million). The tax assessments are based primarily on: (i) disallowed restatement of consolidated
tax loss carryforwardsin the same period in which they occurred and (ii) investments made in entities incorporated
in foreign countries with preferentia tax regimes (Regimenes Fiscales Preferentes). We plan to contest these tax
claims, and we are in the process of filing an appeal for each of these tax claims before the Mexican federal tax
court. If wefail to obtain favorable rulings on appesal, these tax claims may have a material impact on us.

Pursuant to amendments to the Mexican income tax law (ley del impuesto sobre la renta), which became
effective on January 1, 2005, Mexican companies with direct or indirect investmentsin entities incorporated in
foreign countries whose income tax liability in those countriesisless than 75% of the income tax that would be
payable in Mexico will be required to pay taxes in Mexico on passive income such as dividends, royalties, interests,
capital gains and rental fees obtained by such foreign entities, provided that the income isnot derived from
entrepreneuria activities in such countries (income derived from entrepreneurial activitiesis not subject to tax under
these amendments). The tax payable by Mexican companiesin respect of the 2005 tax year pursuant to these
amendments was due upon filing their annual tax returnsin March 2006. We believe these amendments are contrary
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to Mexican constitutional principles, and on August 8, 2005, we filed a motion in the Mexican federal courts
chalenging the congtitutionality of the amendments. On December 23, 2005, we obtained a favorable ruling from
the Mexican federal court that the amendments were unconstitutional; however, the Mexican tax authority has
appealed thisruling. If thefinal ruling isnot favorable to us, these anendments may have a material impact on us.

As of December 31, 2005, the Philippine Bureau of Internal Revenue, or BIR, assessed APO and Salid, our
operating subsidiariesin Philippines, for deficienciesin the amount of incometax paid in prior tax years amounting
to atotal of approximately PhP3,119 million (approximately U.S.$59 million as of December 31, 2005, based on an
exchange rate of PhP53.09 to U.S.$1.00, which was the Philippine Peso/Dallar exchange rate on December 31, 2005
as published by the Bangko Sentral ng Pilipinas, the central bank of the Republic of the Philippines). The tax
assessments result primarily from: (i) the disallowance of APO’s income tax holiday related income from 1998 to
2001; and (ii) deficienciesin national taxes paid by APO for the 1999 tax year and by Solid for the 2000 tax year. In
the first case, we have contested the BIR’s assessment with the Court of Tax Appeal, or CTA. In the second case,
both APO and Solid continue to submit relevant evidence to the BIR to contest these assessments and intend to
contest these assessments with the CTA in casethe BIR issues afina collection letter. In addition, Solid’s 1998 and
2002 through to 2004 tax years, and APO’s 2000 through 2004 tax years are under preliminary review by the BIR
for deficiency in the payment of taxes. As of the date of thisannual report, the finalization of these assessments was
held in abeyance by the BIR as APO and Solid continue to present evidence to disputeiits findings. We believe that
these assessments will not have a material adverse effect on us. However, an adverse resolution of these
assessments could have a materia adverse effect on our results of operationsin the Philippines.

Other Legal Proceedings

In May 1999, several companiesfiled a civil liability suit in the civil court of the circuit of 1bague,
Colombia, againg two of our Colombian subsidiaries, alleging that these subsidiaries were responsible for
deterioration of the rice production capacity of the land of the plaintiffs caused by pollution from our cement plants
located in Ibague, Colombia. On January 13, 2004, CEMEX Colombia was natified of the judgment the court
entered against CEMEX Colombia which awarded damages to the plaintiffs in the amount of CoP21,114 million
(approximately U.S.$8 million as of December 31, 2005, based on an exchange rate of CoP2,284.22 to U.S.$1.00,
which was the Colombian Peso/Dollar exchange rate on December 31, 2005 as published by the Banco de la
Republica de Colombia, the central bank of Colombia). On January 15, 2004, CEMEX Colombia appealed the
judgment. The appeal was admitted and the case was sent to the Tribunal Superior de Ibagué, where CEMEX
Colombiafiled, on March 23, 2004, a satement of the arguments supporting its appeal. The caseis currently under
review by the appellate court. We expect this proceeding to continue for several years before final resolution.

In March 2001, 42 transportersfiled a civil liability suit in the civil court of 1bague, Colombia, against three
of our Colombian subsidiaries. The plaintiffs content that these subsidiaries are responsible for aleged damages
caused by breach of raw material transportation contracts. The plaintiffs asked for relief in the amount of
CoP130,201 million (approximately U.S.$57 million as of December 31, 2005). On February 23, 2006, CEMEX
was notified of the judgment of the court dismissing the claims of the plaintiffs. The caseis currently under review
by the appellate court.

On August 5, 2005, a lawsuit was filed against a subsidiary of CEMEX Colombia, claiming that it was
liable along with the other members of the Asociacién Colombiana de Productores de Concreto, or ASOCRETO, a
union formed by all the ready-mix producersin Colombia, for the premature distress of the roads built for the mass
public transportation system of Bogota using ready-mix concrete supplied by CEMEX Colombia and other
ASOCRETO members. The plaintiffs allege that the base material supplied for theroad construction failed to meet
the quality standards offered by CEMEX Colombia and the other ASOCRETO members and/or that they provided
insufficient or inaccurate information in connection with the product. The plaintiffs seek the repair of theroadsin a
manner which guarantees their service during the 20-year period for which they were originally designed and
estimate that the cost of such repair will be approximately U.S.$45 million. The court completed the evidentiary
stage, and its decision is pending. We are not able to assess the likelihood of an adverse result in this lawsuit or the
potential damages which could be borne by CEMEX Colombia.

In March 2003, alawsuit was filed in the Indonesian province of West Sumatra in the Padang District
Court againg (i) Gresik, an Indonesian cement producer in which we own a 25.5% interest through CAH and the
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Republic of Indonesia owns a51% interest, (ii) Semen Padang, a 99.9%-owned subsidiary of Gresik that owns and
operates Gresik’s Padang cement plant, and (iii) several Indonesian government agencies. The lawsuit, which was
filed by a foundation purporting to act in the interest of the people of West Sumatra, challenged the vdidity of the
sale of Semen Padang by the Indonesian government to Gresik in 1995 on the grounds that the Indonesian
government did not obtain the necessary approvals for such sale. On May 9, 2003, the Padang District Court issued
an interim decision suspending Gresik’s rights as a shareholder in Semen Padang on the grounds that ownership of
Semen Padang was anissuein dispute. The District Court further announced its final decision in favor of the
foundation on March 31, 2004. Gresik appesled the decision to the High Court of West Sumatra which
subsequently ruled in favor of Gresik and annulled the March 31, 2004 decision of the District Court. According to
the High Court, the foundation did not have legal standing to file the claim based on the Indonesian laws on
environment, consumer protection and forestry. The caseis currently at the annulment stage pending final decision
by the Supreme Court.

In addition to the case outlined in the preceding paragraph, there are two other formal legal proceedings
relating to the change of management at Semen Padang as resolved during its Extraordinary General Meeting of
Shareholders (EGMS) on May 12, 2003. In one case, filed by the Employees’ Cooperative of Semen Padang, the
District Court of Padang on January 29, 2004 ruled that the replacement of management at Semen Padang based on
the EGMSwas legally valid. An appeal of that decision by the former presidents of the board of directors and board
of commissioners of Semen Padang was then filed with the High Court of West Sumatra, which appeal was rejected
on June 2, 2005 on the grounds that the former presidents lacked standing to act for and on behalf of the boards.
The case isnow pending final decision at the annulment stage by the Supreme Court. In the other proceeding,
certain members of the former management of PT Semen Padang have filed arequest for consideration with the
Supreme Court with regard to its decision in March 2003 to permit the holding of the EGMS of PT Semen Padang
which led to the replacement of the former management. Thisrequest is still pending with the Supreme Court.

After thefailure of several attemptsto reach anegotiated or mediated solution to these problemsinvolving
Gresik, on December 10, 2003, CEMEX AsiaHoldings, Ltd., or CAH, our subsidiary through which we hold our
interest in Gresik, filed areguest for arbitration against the Republic of Indonesia and the Indonesian government
before the International Centre for Settlement of Investment Disputes, or ICSID, based in Washington D.C. CAH is
seeking, among other things, rescission of the purchase agreement entered into with the Republic of Indonesiain
1998, plus repayment of all costs and expenses, and compensatory damages. The ICSID accepted and registered
CAH’s request for arbitration and issued a formal notice of registration on January 27, 2004. On May 10, 2004, an
Arbitral Tribunal was established to hear the dispute. The Indonesian government objected to the Arbitral
Tribunal’s jurisdiction over the claims asserted in CAH’s request for arbitration, and on July 28-29, 2005, the
Arbitral Tribunal conducted an ora hearing to resolve these jurisdictional objections. As of the date of this annual
report, the Arbitral Tribuna had not yet rendered itsjurisdictional decision. We cannot predict what effect, if any,
this action will have on our investment in Gresik, how the Arbitral Tribunal will rule on the Indonesian
government’s jurisdictional objections or the merits of the dispute, or the time-framein which the Arbitral Tribunal
will rule. For amore detailed description of our investment in Gresik and the ongoing difficulties with Semen
Padang, please see “Asia — Our Indonesian Equity Investment” above.

On August 5, 2005, Cartel Damages Claims, SA, or CDC, filed alawsuit in the District Court in Disseldorf
Germany agains CEMEX Deutschland AG and other German cement companies. CDC is seeking €102 million in
respect of damage claims by 28 entities relating to alleged price and quota fixing by German cement companies
between 1993 and 2002, which entities had assigned their claimsto CDC. CDC isaBelgian company established by
two lawyersin the aftermath of the German cement cartel investigation that took place from July 2002 to April 2003
by Germany’s Federal Cartel Office with the express purpose of purchasing potential damages claims from cement
consumers and pursuing those claims against the cartel participants. In January 2006, another entity assigned
alleged claimsto CDC and the amount of damages being sought by CDC increased to €113.5 million plusinterest.
The Didtrict Court in Diisseldorf has scheduled a preliminary hearing for December 6, 2006. As of December 31,
2005, we had accrued liabilitiesrelating this matter for atotal amount of approximately €34 million (U.S.$40
million ).

As of the date of thisannual report, we areinvolved in various lega proceedingsinvolving product

warranty claims, environmental claims, indemnification claimsrelating to acquisitions and smilar types of claims
that have arisen in the ordinary course of business. We believe we have made adequate provisionsto cover both

57



current and contemplated general and specific litigation risks, and we believe these matters will be resolved without
any significant effect on our operations, financial position or results of operations.

As of December 31, 2005, CEMEX, Inc. had accrued liabilities specifically relating to environmental
matters in the aggregate amount of approximately U.S.$50 million. The environmental mattersrelate to (i) the
disposal of various materials in accordance with past industry practice, which might be categorized as hazardous
substances or wastes, and (ii) the cleanup of sites used or operated by CEMEX, Inc., including discontinued
operations, in regard to the disposal of hazardous substances or wastes, either individually or jointly with other
parties. Most of the proceedings are in the preliminary stage, and a final resolution might take several years. For
purposes of recording the provision, CEMEX, Inc. considersthat it is probable that aliability has been incurred and
the amount of the liability isreasonably estimable, whether or not claims have been asserted, and without giving
effect to any possible future recoveries. Based on information developed to date, CEMEX, Inc. does not believe it
will be required to spend significant sums on these mattersin excess of the amounts previously recorded. Until all
environmental studies, investigations, remediation work, and negotiations with or litigation against potential sources
of recovery have been completed, the ultimate cost that might be incurred to resol ve these environmental issues
cannot be assured.

Recent Developments
Acquisition of Guatemalan Operations

In January 2006, we acquired a grinding mill with a grinding capacity of 400,000 tons per year in
Guatemala for approximately U.S.$17.4 million. We entered into an agreement to purchase these operationsin
September 2005 and compl eted the acquisition on January 1, 2006.

Divedtiture of Danish Operations, Acquisition of Additional Polish Operations

On March 2, 2006, we sold 4K Beton A/S, our Danish subsidiary, which operated 18 ready-mix concrete
plantsin Denmark, to Unicon A/S, asubsidiary of Cementir Group, an Italian cement producer, for approximately
€22 million. As part of the transaction, we purchased from Unicon A/S two companies engaged in the ready-mix
concrete and aggregates business in Poland for approximately €12 million. These companies operate nine ready-mix
concrete plants and one aggregates quarry in Poland. We received net cash proceeds of approximately €6 million,
after cash and debt adjustments, from this transaction.

Termination of Lease Agreement and Purchase of Balcones Plant.

On March 20, 2006, we agreed to terminate our lease on the Bal cones cement plant located in New
Braunfels, Texas prior to expiration, and purchased the Bal cones cement plant for approximately U.S.$61 million.

Agreement to Sale Stake in PT Semen Gresik

On May 3, 2006, we agreed to sell 24.9% of Gresik to Indonesia-based Rajawali Group for approximately
U.S.$337 million. The purchaser’s obligations under our sales contract are subject to obtaining the approval of the
Indonesian government and the fulfillment of other conditions. In the event this saleis consummated, our remaining
interest in Gresik will be 0.6%.

On May 17, 2006, we received a letter from the Indonesian government purporting to exercise itsright to
repurchase, under the 1998 purchase agreement, pursuant to which we acquired our interest in Gresik, the Gresik
shares we have agreed to sell to the Rajawali Group. However, we believe that the Indonesian government's
purported exercise of thisright did not comply with the requirements set forth in the 1998 purchase agreement, and
we arein correspondence and in discussions with the Indonesian government concerning this issue. No assurance
can be given either that the sale to the Rajawali Group will be consummated, or that the Indonesian government will
purchase the Gresik shares, on the terms outlined above, or that a sale transaction on smilar or different terms may
be consummated with any other purchaser.
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2006 Capital Expanson Program

In February 2006, we announced a U.S.$500 million worldwide capital expansion program for 2006 to
invest in the expansion of our operationsin select countries where we believe such expansion isnecessary to meet
growing demand. We expect that this program will fund theinitial phases of the expansion of our Balcones cement
plant in New Braunfels, Texas, the expansion of our Yaqui cement plant in Sonora, Mexico, the construction of a
new cement mill and dry mortar production plant in the Port of Cartagena, Spain, the expansion of our cement plant
in Latvia and the congruction of a new grinding facility for cement and slag in Dubai, United Arab Emirates, as
described above, aswell asinvestmentsin our operationsin other countries, including the United Kingdom and
France. We expect that this program will be fully funded with free cash flow generated during the year.

Recent Mexican Tax Assessments

During May 2006, we and some of our Mexican subsidiaries were notified by the Mexican tax office of
several tax assessments with respect to tax years 1992 and 2002 in atotal amount of approximately Ps3,793 million
(U.S.$335 million). The tax assessments are based primarily on: (i) disallowed restatement of consolidated tax loss
carryforwards in the same period in which they occurred and (i) investments made in entities incorporated in
foreign countries with preferential tax regimes (Regimenes Fiscales Preferentes). We plan to contest these tax
claims, and we are in the process of filing an appeal for each of these tax claims before the Mexican federal tax
court. If wefail to obtain favorable rulings on appesal, these tax claims may have a material impact on us.

Other Recent Devel opments
For a description of recent developments relating to our indebtedness, please see Item 5 — “Operating and

Financial Review and Prospects — Liquidity and Capital Resources— Recent Developments.”

Item 4A - Unresolved Staff Comments

Not applicable.
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Item 5 - Operating and Financial Review and Prospects

Cautionary Statement Regarding Forward L ooking Statements

Thisannual report contains forward-looking statements that reflect our current expectations and projections
about future events based on our knowledge of present facts and circumstances and assumptions about future events.
In this annual report, the words “expects,” “believes,” “anticipates,” “estimates,” “intends,” “plans,” “probable” and
variations of such words and similar expressions are intended to identify forward-looking statements. Such
statements necessarily involve risks and uncertainties that could cause actual resultsto differ materially from those
anticipated. Some of therisks, uncertainties and other important factors that could cause resultsto differ, or that
otherwise could impact us or our subsidiaries, include:

99 < 29 <C 2 <C

e thecyclical activity of the construction sector;

e competition;

e general palitical, economic and business conditions;
e weather and climatic conditions,

e national disasters and other unforeseen events; and

o the other risks and uncertainties described under Item 3 “— Key Information — Risk Factors” and
elsewherein thisannual report.

Readers are urged to read this entire annual report and carefully consider therisks, uncertainties and other
factors that affect our business. Theinformation contained in this annual report is subject to change without notice,
and we are not obligated to publicly update or revise forward-looking statements. Readers should review future
reports filed by us with the U.S. Securities and Exchange Commission.

Thisannual report also includes statistical dataregarding the production, distribution, marketing and sa e of
cement, ready-mix concrete, clinker and aggregates. We generated some of these data internally, and some were
obtained from independent industry publications and reports that we believe to be reliable sources. We have not
independently verified these data nor sought the consent of any organizationsto refer to their reportsin this annual
report.

Overview

The following discussion should be read in conjunction with our consolidated financial statementsincluded
elsewherein thisannual report. Our financial statements have been prepared in accordance with Mexican GAAP,
which differ in significant respects from U.S. GAAP. See note 25 to our consolidated financial statements, included
elsewherein thisannual report, for a description of the principal differences between Mexican GAAPand U.S.
GAAP asthey relateto us.

Mexico experienced annua inflation rates of 3.9% in 2003, 5.4% in 2004, and 3.0% in 2005. Mexican
GAAP requires that our consolidated financial statements recognize the effects of inflation. Consequently, financia
datafor all periodsin our consolidated financia statements and throughout this annual report, except as otherwise
noted, have been restated in constant Mexican Pesos as of December 31, 2005. They have been restated using the
CEMEX weighted average inflation factors, as explained in note 3B to our consolidated financial statements
included elsewherein this annual report.

The percentage changes in cement sal es volumes described in this annual report for our operationsin a
particular country or region include the number of tons of cement and/or the number of cubic meters of ready-mix
concrete sold to our operations in other countries and regions. Likewise, unless otherwise indicated, the net sales
financial information presented in this annual report for our operations in each country or region includes the
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Mexican Peso amount of sales derived from sales of cement and ready-mix concrete to our operationsin other
countries and regions, which have been eliminated in the preparation of our consolidated financial statements
included elsewherein this annual report.

The following table sets forth selected financial information as of and for each of the three years ended
December 31, 2003, 2004 and 2005 by principal geographic segment expressed as an approximate percentage of our
total consolidated group before eliminationsresulting from consolidation. Through the RMC acquistion, we
acquired new operationsin the United States, Spain, Africaand the Middle East and Asia, which had a significant
impact on our operations in those segments, and we acquired operationsin the United Kingdom and the Rest of
Europe, in which segments we did not have operations prior to the RMC acquisition. Thefinancia information as
of and for the year ended December 31, 2005 in the table below includes the consolidation of RMC’s operations for
the ten-month period ended December 31, 2005. We operate in countries and regions with economies in different
stages of development and structural reform, with different levels of fluctuation in exchange rates, inflation and
interest rates. These economic factors may affect our results of operations and financia condition depending upon
the depreciation or appreciation of the exchange rate of each country and region in which we operate compared to
the Mexican Peso and therate of inflation of each of these countries and regions. Thevariationsin (1) the exchange
rates used in the translation of thelocal currency to Mexican Pesos, and (2) the rates of inflation used for the
restatement of our financial information to constant Mexican Pesos, as of the latest balance sheet presented, may
affect the comparability of our results of operations and consolidated financia position from period to period.

%

South
America,
Central %
% % % America Africaand
% United % United Rest of andthe theMiddle % %

Mexico States Spain Kingdom Europe Caribbean East Asia Others Combined Eliminations Consolidated
(in millions of constant Mexican Pesos as of December 31, 2005, except percentages)

Net SdesFor the

Period Ended:

December 31, 2003 34% 22% 16% N/A N/A 15% 2% 2% 9% Ps89,504 Ps (7,459) Ps 82,045
December 31, 2004 33% 22% 16% N/A N/A 15% 2% 2% 10% 94,985 (7,923) 87,062
December 31, 2005 19% 25% 9% 9% 16% 9% 3% 2% 8% 175,655 (12,946) 162,709
Operating Income

For the Period Ended:

December 31, 2003 70% 14% 18% N/A N/A 20% 2% — (24)% 16,665 — 16,665
December 31, 2004 60% 16% 18% N/A N/A 21% 3% 1% (199% 19,783 — 19,783
December 31, 2005 41% 27% 14% 2% 7% 9% 1% 2% (6)% 26,409 — 26,409
Total Assets a:

December 31, 2003 22% 18% 14% N/A N/A 11% 2% 3% 30% 261,274 (77,865) 183,409
December 31, 2004 23% 16% 12% N/A N/A 11% 2% 3% 33% 263,703 (78,019) 185,684
December 31, 2005 18% 18% 7% 12% 12% 7% 2% 3% 21% 411,812 (127,584) 284,228

Critical Accounting Policies

We have identified below the accounting policies we have applied under Mexican GAAP that are critical to
understanding our overall financid reporting.

Income Taxes

Our operations are subject to taxation in many different jurisdictions throughout the world. Under Mexican
GAAP, we recognize deferred tax assets and liabilities using a balance sheet methodol ogy, which reguires a
determination of the permanent and temporary differences between the financial statements carrying amounts and
the tax basis of assets and liabilities. Our worldwide tax position ishighly complex and subject to numerous laws
that require interpretation and application and that are not consistent among the countries in which we operate.
Significant judgment isrequired to appropriately assess the amounts of tax assets and liabilities. We record tax
assets when we believe that the recoverability of the asset is determined to be more likely than not in accordance
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with established accounting principles. If this determination cannot be made, a valuation allowance is established to
reduce the carrying value of the asset.

Our overall strategy is to structure our worldwide operationsto minimize or defer the payment of income
taxes on a consolidated basis. Many of the activities we undertake in pursuing this tax reduction strategy are highly
complex and involve interpretations of tax laws and regulations in multiple jurisdictions and are subject to review by
therelevant taxing authorities. It ispossible that the taxing authorities could challenge our application of these
regulationsto our operations and transactions. The taxing authorities have in the past challenged interpretations that
we have made and have assessed additional taxes. Although we have from timeto time paid some of these
additional assessments, in general we believe that these assessments have not been material and that we have been
successful in sustaining our positions. No assurance can be given, however, that we will continueto be as
successful as we have been in the past or that pending appeals of current tax assessmentswill be judged in our favor.

Recognition of the effects of inflation

Under Mexican GAAP, thefinancial statements of each subsidiary arerestated to reflect the loss of
purchasing power (inflation) of its functional currency. Theinflation effects arising from holding monetary assets
and liabilities arereflected in theincome statements as monetary position result. Inventories, fixed assets and
deferred charges, with the exception of fixed assets of foreign origin and the equity accounts, arerestated to account
for inflation using the consumer price index applicable in each country. Fixed assets of foreign origin are restated
using the inflation index of the assets’ origin country and the variation in the foreign exchange rate between the
country of origin currency and the functional currency. Theresult isreflected as an increase or decrease in the
carrying value of each item, and is presented in consolidated stockholders’ equity in the line item Effects from
Holding Non-Monetary Assets. Income statement accounts are al so restated for inflation into constant Mexican
Pesos as of the reporting date.

In the event of a sudden increase in therate of inflation in Mexico, the adjustment that the market makesin
the exchange rate of the Mexican Peso against other currencies resulting from such inflation is not immediate and
may take several months, if it occurs at all. In this situation, the value expressed in the consolidated financial
statements for fixed assets of foreign origin will be understated in terms of Mexican inflation, given that the
restatement factor arising from the inflation of the assets’ origin country and the variation in the foreign exchange
rate between the country of origin currency and the Mexican Peso will not offset the Mexican inflation.

A sudden increasein inflation could aso occur in other countries in which we operate.
Foreign currency trandation

As mentioned above, the financial statements of consolidated foreign subsidiaries arerestated for inflation
in their functional currency based on the subsidiary country’s inflation rate. Subsequently, the restated financial
statements are trandlated into Mexican Pesos using the foreign exchange rate at the end of the corresponding
reporting period for balance sheet and income statement accounts.

In the event of an abrupt and deep depreciation of the Mexican Peso against the U.S. Dallar, which would
not be aligned with a corresponding inflation of the same magnitude, the carrying amounts of the Mexican assets,
when presented in convenience trandation into U.S. Dollars, will show a decrease in value, in terms of Dollars, by
the difference between the rate of depreciation against the U.S. Dollar and the Mexican inflation rate.

Derivative financial instruments

As mentioned in note 3L to our consolidated financial statementsincluded elsewherein thisannual report,
in compliance with the guidelines established by our risk management committee, we use derivative financial
instruments such asinterest rate and currency swaps, currency and stock forward contracts, options and futures, in
order to changetherisk profile associated with changesin interest rates and foreign exchange rates of debt
agreements, as a vehicle to reduce financing costs, as an alternative source of financing, and as hedges of: (i)
forecasted transactions, (ii) net assets in foreign subsidiaries and (iii) future exercises of options under our executive
stock option programs. These instruments have been negotiated with ingtitutions with significant financia capacity;
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therefore, we consider therisk of non-compliance with the obligations agreed to by such counterparties to be
minimal.

Derivative financial instruments arerecognized as assets or liabilities in the balance sheet at their estimated
fair value and the changes in such values in the income statement for the period in which they occur, unless such
instruments have been designated as accounting hedges of debt or equity instruments. Until December 31, 2004,no
specific rules existed in Mexico for hedging transactions. Beginning January 1, 2005, Bulletin C-10, “Derivative
Financial Instruments and Hedging Activities”, establishes accounting standards for hedging instruments. Some of
our ingruments have been designated as accounting hedges of debt or equity instruments (see note 3L to our
consolidated financial statementsincluded elsewherein thisannual report).

Interest accruals generated by interest rate swaps and cross currency swaps are recognized as financia
expense, adjusting the effective interest rate of the related debt. Interest accruals from other hedging derivative
instruments are recorded within the same item when the effects of the primary instrument subject to the hedging
relation are recognized. Transaction costs are deferred and amortized in earnings over the life of the insrument or
immediately upon settlement. Seenotes 12 and 17 to our consolidated financia statements included elsawherein
thisannual report.

Pursuant to the accounting principles established by Mexican GAAP, our balance sheets and income
statements are subject to volatility arisng from variationsin interest rates, exchange rates, share prices and other
conditions established in our derivative ingruments. The estimated fair val ue represents the amount at which a
financial asset could be bought or sold, or afinancial liability could be extinguished at the reporting date, between
willing parties in an arm’s length transaction. Occasionally, there is a reference market that provides the estimated
fair value; in the absence of a market, such value is determined by the net present value of projected cash flows or
through mathematical valuation models. The estimated fair values of derivative insgruments determined by us and
used by us for recognition and disclosure purposes in the financial statements and their notes, are supported by the
confirmations of these values received from the counterparties to these financial instruments; nonethel ess,
significant judgment isrequired to account appropriately for the effects of derivative financial instrumentsin the
financial statements.

The estimated fair values of derivative financial instruments may fluctuate over time, and are based on
estimated settlement costs or quoted market prices. These values should be viewed in relation to the fair values of
the underlying insruments or transactions, and as part of our overall exposure to fluctuationsin foreign exchange
rates, interest rates and prices of shares. The notional amounts of derivative insruments do not necessarily represent
amounts exchanged by the parties and, therefore, are not a direct measure of our exposure through our use of
derivatives. The amounts exchanged are determined on the basis of the notional amounts and other items included
in the derivative insruments.

Impairment of long-lived assets

Our balance sheet reflects significant amounts of long-lived assets (mainly fixed assets and goodwill)
associated with our operations throughout the world. Many of these amounts have resulted from past acquisitions,
which have required us to reflect these assets at their fair market values at the dates of acquisition. According to
thelr characteristics and the specific accounting rules related to them, we assess the recoverability of our long-lived
assets periodically or whenever events or circumstances arise that we believe trigger areguirement to review such
carrying values. This determination requires substantial judgment and is highly complex when considering the
myriad of countriesin which we operate, each of which has its own economic circumstances that have to be
monitored. Additionally, we monitor the lives assigned to these long-lived assets for purposes of depreciation and
amortization, when applicable. This determination is subjective and isintegral to the determination of whether an
impairment has occurred.

Valuation reserves on accounts receivable and inventories
On aperiodic basis, we analyze the recoverability of our accounts receivable and our inventories (supplies,

raw materials, work-in-process and finished goods), in order to determineif due to credit risk or other factorsin the
case of our receivables and due to weather or other conditions in the case of our inventories, some receivables may
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not be recovered or certain materialsin our inventories may not be utilizable in the production process or for sale
purposes. If we determine such a situation exists, book values related to the non-recoverabl e assets are adjusted and
charged to the income statement through an increase in the doubtful accounts reserve or the inventory obsol escence
reserve, asappropriate. These determinations require substantial management judgment and are highly complex
when considering the various countriesin which we have operations, each having its own economic circumstances
that require continuous monitoring, and our numerous plants, deposits, warehouses and quarries. Asaresult, final
losses from doubtful accounts or inventory obsolescence could differ from our estimated reserves.

Asset retirement obligations

Beginning in 2003, we recognize unavoidable obligations, legal or assumed, to restore the site or the
environment when removing operating assets at the end of their useful lives. These obligations represent the net
present value of expected cash flows to be incurred in the restoration process, and are initially recognized against the
related assets’ book value. The additional asset is depreciated during its remaining useful life. The increase of the
liahility, by the passage of time, is charged to results of the period. Adjustmentsto the obligation for changesin the
estimated cash flows or the estimated disbursement period are made against fixed assets, and depreciation is
modified prospectively.

In our case, asset retirement obligations arerelated mainly to future costs of demolition, cleaning and
reforestation, derived from commitments, both legal or assumed, so that at the end of the operation, the sites where
raw materia is extracted, the maritime terminals and other production sites, areleft in acceptable conditions. We
record provisions for situations that have been identified and quantified, which requires significant judgment in
assessing the estimated cash outflows that will be disbursed upon retirement of the related assets. See notes 3M and
13 to our consolidated financial statementsincluded elsewhere in this annual report.

Transactions in our own stock

From time to time we have entered into various transactions involving our own stock. These transactions
have been designed to achieve various financial goals but were primarily executed to give us a means of satisfying
future transactions that may require us to deliver significant numbers of shares of our own stock. These transactions
are described in detail in the notes to our consolidated financial statementsincluded e sewhere in this annual report.
We have viewed these transactions as hedges against future exposure even though they do not meet the definition of
hedges under accounting principles. Thereis significant judgment necessary to properly account for these
transactions, as the obligations underlying the related transactions are required to be reflected at market value, with
the changes in such valuereflected in our income statement. These transactionsrai se the possibility that we could be
required to reflect losses on the transactions in our own shares without having a converse reflection of gains on the
transactions under which we would deliver such sharesto others. In October 2005, in connection with our non-
dilutive equity offering, we settled substantially all our obligations related to transactionsin our own stock. See
notes 2, 16E and 17A to our consolidated financial statements included el sewherein this annual report.

Results of Operations
Consolidation of Our Results of Operations

Our consolidated financial statements, included elsewhere in this annual report, include those subsidiaries
in which we hold a mgjority interest or which we otherwise control. All significant intercompany balances and
transactions have been eliminated in consolidation.

For the periods ended December 31, 2003, 2004, and 2005 our consolidated resultsreflect the following
transactions:

e On December 22, 2005, we terminated our 50/50 joint ventures with Lafarge Adand in Spain and
Portugal, which we acquired in the RMC acquisition. Under the terms of the termination agreement,
Lafarge Asland received a 100% interest in both joint ventures and we received €50 million in cash, as
well as 29 ready-mix concrete plants and six aggregates quarries in Spain. Our consolidated financial
statements for the year ended December 31, 2005 include our 50% interest in the results of operations
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relating to these joint venture assets through the proportionate consolidation method for the period
from March 1, 2005 through December 22, 2005 only.

On August 29, 2005, we sold RMC’s operations in the Tucson, Arizona area, consisting of several
ready-mix and related assets, to California Portland Cement Company for a purchase price of
approximately U.S.$16 million. Our consolidated financial statements for the year ended December 31,
2005 include the results of operationsreating to these assetsfor the period from March 1, 2005
through August 29, 2005 only.

On July 1, 2005, we and Ready Mix USA established two jointly-owned limited liability companies,
CEMEX Southeast, LLC, acement company, and Ready Mix USA, LLC, aready-mix concrete
company, to serve the construction materials market in the southeast region of the United States. Under
the terms of the limited liability company agreements and related asset contribution agreements, we
contributed two cement plants (Demopolis, Alabamaand Clinchfield, Georgia) and eleven cement
terminalsto CEMEX Southeast, LLC, representing approximately 98% of its contributed capital, while
Ready Mix USA contributed cash to CEMEX Southeast, LLC representing approximately 2% of its
contributed capital. In addition, we contributed our ready-mix concrete, aggregates and concrete block
assets in the Horida panhandle and southern Georgiato Ready Mix USA, LLC, representing
approximately 9% of its contributed capital, while Ready Mix USA contributed all its ready-mix
concrete and aggregate operationsin Alabama, Georgia, the Florida panhandle and Tennessee, as well
asits concrete block operationsin Arkansas, Tennessee, Mississippi, Florida and Alabamato Ready
Mix USA, LLC, representing approximately 91% of its contributed capital. We own a50.01%
interest, and Ready Mix USA owns a49.99% interest, in the profits and |osses and voting rights of
CEMEX Southeast, LLC, while Ready Mix USA owns a50.01% interest, and we own a 49.99%
interest, in the profits and losses and voting rights of Ready Mix USA, LLC. In a separate transaction,
on September 1, 2005, we sold 27 ready-mix plants and four concrete block facilities |ocated in the
Atlanta, Georgiametropolitan areato Ready Mix USA, LLC for approximately U.S.$125 million. As
of December 31, 2005, we had control of, and consolidated, CEMEX Southeast, LLC, while our
interest in Ready Mix USA, LLC was accounted for by the equity method since it was controlled by
Ready Mix USA as of that date. The value of our assets relating to these companies was cal culated
based on the relative values of the assets contributed by us to each company. Our consolidated
financial statementsfor the year ended December 31, 2005 include the results of operationsrelating to
the assets we contributed to Ready Mix USA, LLC for the period from January 1, 2005 through July 1,
2005 only and the results of operationsrelating to the assets we sold to Ready Mix USA, LLC for the
period from March 1, 2005 through September 1, 2005 only since we acquired those assetsin the RMC
acquisition.

On June 1, 2005, we sold a cement terminal adjacent to the Detroit river to the City of Detroit for a
purchase price of approximately U.S.$24 million. Our consolidated financial statements for the year
ended December 31, 2005 include the results of operationsrelating to this cement terminal for the five-
month period ended May 31, 2005 only.

On March 31, 2005, we sold our Charlevoix, Michigan and Dixon, 1llinois cement plants and several
distribution terminals located in the Great Lakes region to Votorantim Participacdes S.A., a cement
company in Brazil, for an aggregate purchase price of approximately U.S.$389 million. The combined
capacity of the two cement plants sold was approximately two million tons per year, and the operations
of these plants represented approximately 9% of our U.S. operations’ operating cash flow for the year
ended December 31, 2004. Our consolidated financial statements for the year ended December 31,
2005 include the results of operationsrelating to these assets for the three-month period ended March
31, 2005 only.

On March 1, 2005, we completed our acquisition of RMC for atotal purchase price of approximately
U.S.$6.5 hillion, which included approximately U.S.$2.2 hillion of assumed debt. We accounted for
the acquidtion as a purchase under Mexican GAAP, which means that our consolidated financial
statements only include RMC from the date of the acquisition. Our consolidated financial statements
for the year ended December 31, 2005 include RMC’s results of operations for the ten-month period
ended December 31, 2005. Our consolidated financial statements for each of the years ended
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December 31, 2003 and 2004 do not include RMC’s results of operations. As a result, the financial
information for the year ended December 31, 2005 isnot comparable to the prior periods.

e In August and September 2003, we acquired 100% of the outstanding shares of Mineral Resource
Technologies Inc., and the cement assets of Dixon-Marquette Cement for a combined purchase price of
approximately U.S.$100 million. The single cement plant, which had an annua production capacity of
560,000 tons, was sold on March 31, 2005 as part of the U.S. asset sale described elsewhere in this
annual report.

e InJuly 2002, we entered into agreements with other CAH investors to purchase their CAH sharesin
exchange for CPOs through quarterly share exchanges in 2003 and 2004. In 2003, 84,763 CAH shares
were exchanged for 1,683,822 CPOs, with an approximate value of U.S.$7.8 million. In 2004,
1,398,602 CAH shares were exchanged for 27,850,713 CPOs with an approximate value of U.S.$172
million. For accounting purposes, these exchanges were considered effective as of July 2002. With
these exchanges, we increased our equity interest in CAH to 92.3%. In August 2004, we acquired an
additional 6.8% equity interest in CAH (695,065 CAH shares) for approximately U.S.$70 million, and
in December 2005, we acquired the remaining 0.9% interest in CAH (93,241 CAH shares) for
approximately U.S.$8 million, thereby increasing our total equity interest in CAH to 100%.

Selected Consolidated | ncome Statement Data

The following table sets forth selected consolidated income statement data for CEMEX for each of the
three years ended December 31, 2003, 2004, and 2005 expressed as a percentage of net sales.

Year Ended December 31,

2003 2004 2005
NEL SBIES ...ttt 100.0 100.0 100.0
(000 o = =TT (57.6) (56.3) (60.5)
GIOSS PrOFIT .ottt 42.4 43.7 39.5
OPErating EXPENSES. ....eeeeeeeiieeieeeeieeaieeesreesbeesreeeseeeseeasaeesaseeenees
AAMINTTATVE. ... (11.1) (10.2) (9.9
S = 1111 RO OO (110 (10.8) (13.9)
Total OPErating EXPENSES. .........cvueveeveeeeeeeeeeeeeeeeeseeeeseereeeessensesnens (22.1) (210 (23.3)
OpPErating INCOME......ccuveiieieerieerteentee e e e ene s 20.3 22.7 16.2
Net comprehens ve financing income (cost):
FiNanCial EXPENSE ... (5.3 (4.6) (3.9
FiNanCial INCOME......c..eeiuieiieiieeeeeee e 0.2 0.3 0.3
Foreign exchange gain (10SS), NEL........coiieiieiieiieeee e (2.9 (0.3) (0.5
Gain (loss) on valuation of marketable securities and other
INVESIMENTS ... e (0.8) 15 25
Monetary POSItioN QaiN .......covvueireeirereeeeee e 4.6 4.7 2.8
Net comprehensive financing income (COst) .......voveverrereririerereenenns (3.7) 16 17
Other EXPENSES, NEL......ceiiieeiie ettt eee e (6.4) (5.9 (2.1
Income before income tax, business assets tax, employees’
statutory profit sharing and equity in income of affiliates............... 10.2 18.4 15.8
Income tax and business assetS taX, NEL ..........ccccveveeieeieniesseereeiens (1.3 (2.3) (2.2
Employees’ statutory profit Sharing..........ccceeeeevvereeescieieereseseseeneas (0.2) (0.9) —
Total income taxes, business assets tax and employees’ statutory
PrOfit SNAMNG ...eeeveereere et (1.5 (2.7) (2.2
Income before equity in income of affiliates...........cecveierieriiennens 8.7 15.7 13.6
Equity inincome of affiliales........covoveerieeireeee e 0.5 0.6 0.6
Consolidated NEL INCOME..........ceveeeeieeeiecie e 9.2 16.3 14.2
Minority iNterest NELINCOME.......c.coveveirieerieieeee e 0.4 0.3 0.4
Majority iNtErest NEL INCOME ......vevieeeeieeeireeee e 8.8 16.0 138
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Y ear Ended December 31, 2005 Compared to Year Ended December 31, 2004
Overview
Summarized in the table below are the percentage (%) increases (+) and decreases (-) for the year ended

December 31, 2005 compared to the year ended December 31, 2004 in our sales volumes and average prices for
each of our geographic segments.

Export Sales Average Domestic Pricesin Local
Domestic Sales Volumes Volumes Currency (1)
Geographic Segment Cement Ready-Mix Cement Cement Ready-Mix

North America
Mexico +1% +15% +54% -2% -3%
United States (2) +6% +177% N/A +18% +25%
Europe
Spain (3) +4% +57% -40% +6% +5%
UK (4) N/A N/A N/A N/A N/A
Rest of Europe (5) N/A N/A N/A N/A N/A
South/Central America and the

Caribbean (6)
Venezuea +38% +27% -21% +9% +23%
Colombia +33% +17% N/A -42% -14%
Rest of South/Central America and

the Caribbean (7) +5% +49% +34% -3% +4%
Africaand the Middle East (8)
Egypt +23% +41% -53% +13% +18%
Rest of Africaand the Middle East

(9) N/A N/A N/A N/A N/A
Asia (10)
Philippines -1% N/A +116% +13% N/A
Rest of Asa(11) +9% N/A N/A -1% N/A

N/A = Not Applicable
(1) Representsthe average change in domestic cement and ready-mix pricesin local currency terms. For purposes of a geographic segment

@

©)

4
®)
(6)

U]

®

©)

consisting of aregion, the average pricesin local currency terms for each individual country within theregion are first trandated into Dollar
termsat the exchange ratesin effect as of the end of the reporting period. Variations for a region represent the weighted average change of
pricesin Dollar terms based on total salesvolumesintheregion.

Our cement and ready-mix concrete sales volumes and average pricesin the United States for the year ended December 31, 2005 include
the sales volumes and average prices of the cement and ready-mix concrete operationsin the United States we acquired as aresult of the
RMC acquisition for the ten-month period ended December 31, 2005, except that the sales volumes and average prices relating to the assets
we contributed on July 1, 2005, and the assets we sold on September 1, 2005, to Ready Mix USA, LLC, an entity in which Ready Mix
USA owns a50.01% interest and we own a49.99% interest, are included only for the periods from March 1, 2005 through July 1, 2005 and
from March 1, 2005 through September 1, 2005, respectively.

Our ready-mix concrete sales volumes and average pricesin Spain for the year ended December 31, 2005 include the sales volumes and
average prices of the joint venture ready-mix concrete operations in Spain we acquired as a result of the RMC acquisition, which operations
we divested on December 22, 2005 in connection with the termination of the joint venture with Lafarge Adand through which such
operations were conducted, for the period from March 1, 2005 through December 22, 2005.

Our United Kingdom segment includes the operations in the United Kingdom we acquired as aresult of the RMC acquisition for the ten-
month period ended December 31, 2005.

Our Rest of Europe segment includes the operationsin Germany, France, Republic of Ireland, Czech Republic, Austria, Poland, Croatia,
Hungary, Latvia and Denmark we acquired asaresult of the RMC acquisition for the ten-month period ended December 31, 2005.

Our South America, Central Americaand the Caribbean segment includes our operationsin Venezuela, Colombia and the operations listed
in note 7 below; however, in above table, our operationsin Venezuela and Colombia are presented separately from our other operationsin
the segment for purposes of comparison with our 2004 presentation of our operationsin the region.

Rest of South/Central Americaand the Caribbean includes our operationsin Costa Rica, Panama, the Dominican Republic, Nicaragua,
Puerto Rico and our trading activitiesin the Caribbean, as well asthe operationsin Jamaica and Argentina we acquired asaresult of the
RMC acquisition for the ten-month period ended December 31, 2005.

Our Africa and the Middle East segment includes our operationsin Egypt and the operationslisted in note 9 below; however, in the above
table, our operationsin Egypt are presented separately from our other operationsin the segment for purposes of comparison with our 2004
presentation of our operationsin the region.

Rest of Africaand the Middle East includes the operations in the United Arab Emirates and | srael we acquired asaresult of the RMC
acquisition for the ten-month period ended December 31, 2005.
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(10) Our Asia segment includes our operations in the Philippines and the operations listed in note 11 below; however, for in the above table, our
operationsin the Philippines are presented separately from our other operationsin the segment for purposes of comparison with our 2004
presentation of our operationsin the region.

(11) Res of Adaincludes our operationsin Thailand, Bangladesh and other assetsin the Asan region, aswell asthe operationsin Malaysia we
acquired asaresult of the RMC acquisition for the ten-month period ended December 31, 2005.

On aconsolidated basis, our cement sales volumes increased approximately 23%, from 65.8 million tonsin
2004 to 80.6 million tonsin 2005, and our ready-mix concrete sales volumes increased approximately 191%, from
23.9 million cubic metersin 2004 to 69.5 million cubic metersin 2005. Our net sales increased approximately 87%
from Ps87,062 million in 2004 to Ps162,709 million in 2005, and our operating income increased approximately
33% from Ps19,783 million in 2004 to Ps26,409 million in 2005.

Excluding the effect of the consolidation of RMC’s operations, from 2004 to 2005, our consolidated
cement sales volumes increased approximately 4%, our consolidated ready-mix concrete sales volumes increased
approximately 16%, our consolidated net sales increased approximately 13%, and our consolidated operating
income increased approximately 14%.

The following tables present selected condensed financial information of net sales and operating income for
each of our geographic segments for the years ended December 31, 2004 and 2005. Variationsin net sales
determined on the basis of constant Mexican Pesos include the appreciation or depreciation which occurred during
the period between thelocal currencies of the countries in the regions vis-&vis the Mexican Peso, as well asthe
effects of inflation as applied to the Mexican Peso amounts using our weighted average inflation factor; therefore,
such variations differ substantially from those based solely on the countries’ local currencies:

Net Sales
] For the Y ear
Approximate Ended December 31,
Currency Variationsin
Variationsin Fluctuations, Net Constant
Geographic Segment Local Currency (1)|of Inflation Effects] Mexican Pesos 2004 2005
(Inmillions of congtant Mexican
North America Pesos as of December 31, 2005)
MEXICO ..o +0.7% +7.4% +8.1% 31,196 33,732
United SEALES (2) .....cvrevreereereereeneereeneieeseeenenens +105.4% +0.5% +105.9% 21,097 43,441
Europe
SPAIN (3) oo +10.3% -1.1% +9.2% 14,741 16,098
United Kingdom (4) .......veveeneeneeneneeenennennens N/A N/A N/A N/A 16,299
Rest Of EUIOPE (5) ..vvvreereereeeeneeneeneieeseeenennens N/A N/A N/A N/A 28,837
South/Central America and the
Caribbean
VENEZUEA ..ot +15.8% +1.8% +17.6% 3,742 4,399
COlOMDIAL ..o -16.7% +18.4% +1.7% 2,620 2,664
Rest of South/ Central Americaand the
Caribbean (6) ........cvueveereereenereeerererernenens +11.7% -13.9% -2.2% 7,357 7,195
Africaand Middle East
EQYPL .o +27.1% +11.3% +38.4% 2,028 2,806
Rest of Africaand the Middle East (7) .......... N/A N/A N/A N/A 2,981
Asia
PhiliPRINES ....ovvviee e +18.3% +7.8% +26.1% 1,617 2,039
Rest Of ASA(8)....cvevrereererrerneeneeneeneieneeerenns N/A N/A N/A N/A 1,019
Others (9) ...ceveveeerereerreeseeseeseessseeseeseeeneens +33.1% +0.5% +33.6% 10,587 14,145
+84.9% 94,985 175,655
Eliminations from consolidation.................... (7,923) (12,946)
Consolidated net sales.........c.coveceenrerenene +86.9% 87,062 162,709
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Operating | ncome

] For the Y ear
Approximate Ended December 31,
Currency Variationsin
Variationsin Fluctuations, Net Congtant
Geographic Segment Local Currency (1)|of Inflation Effects] Mexican Pesos 2004 2005
(In millions of congtant Mexican

North America Pesos as of December 31, 2005)
MEXICO ..o -14.6% +6.3% -8.3% 11,707 10,734
United SEALES (2) .....cvrevreereereereereeneineieeeeerennns +156.7% +0.7% +157.4% 2,776 7,145
Europe
SPAIN (3) oo +16.8% -10.2% +6.6% 3,582 3,819
United Kingdom (4) .. N/A N/A N/A N/A 567
Rest Of EUIOPE (5) ..vvvreereereeeeneeneeneieeienenennens N/A N/A N/A N/A 1,795
South/Central America and the

Caribbean (6)
VENEZUEA ..ot +20.7% +1.8% +22.5% 1,169 1,432
COlOMDIAL ..o -73.5% +3.8% -69.7% 1,194 362
Rest of South/Central America and the

Caribbean (7) ...oveveeveeneenenieeeeenens -53.7% -5.6% -59.3% 1,685 685
Africaand Middle East (8)
EQYPL .o +56.6% +13.9% +70.5% 613 1,045
Rest of Africaand the Middle East (9) .......... N/A N/A N/A N/A 100
Asia (10)
PhiliPRINES ..ot +41.7% +9.5% +51.2% 289 437
Rest Of ASA(11) oo N/A N/A N/A N/A (18)
Others (12) ....ccveeverirereireeseeseeseeseiesieeseeenenns +48.6% -1.0% +47.6% (3,232) (1,694)
Consolidated oper ating income................... +33.5% 19,783 26,409

N/A = Not Applicable

@

@

©)

4
®)
(6)

U]

®

©

For purposes of a geographic segment consisting of aregion, the net sales and operating income datain local currency terms for each
individual country within theregion are first translated into Dollar terms at the exchange ratesin effect as of the end of the reporting period.
Variations for a region represent the weighted average change in Dollar terms based on net sales and operating income for the region.

Our net salesand operating income in the United States for the year ended December 31, 2005 include the results of the cement and ready-
mix concrete operations in the United States we acquired as aresult of the RMC acquisition for the ten-month period ended December 31,
2005, except that the results of the assets we contributed on July 1, 2005, and the assets we sold on September 1, 2005, to Ready Mix USA,
LLC, an entity in which Ready Mix USA owns a50.01% interest and we own a49.99% interest, areincluded only for the periods from
March 1, 2005 through July 1, 2005 and from March 1, 2005 through September 1, 2005, respectively.

Our net salesand operating incomein Spain for the year ended December 31, 2005 include the proportionally consolidated results of the
joint venture ready-mix concrete operations in Spain we acquired asaresult of the RMC acquisition, which operations we divested on
December 22, 2005 in connection with the termination of the joint venture with Lafarge Adand through which such operations were
conducted, for the period from March 1, 2005 through December 22, 2005.

Our United Kingdom segment includes the operations in the United Kingdom we acquired as aresult of the RMC acquisition for the ten-
month period ended December 31, 2005.

Our Rest of Europe segment includes the operationsin Germany, France, Republic of Ireland, Czech Republic, Austria, Poland, Croatia,
Hungary, Latvia and Denmark we acquired asaresult of the RMC acquisition for the ten-month period ended December 31, 2005.

Our South America, Central Americaand the Caribbean segment includes our operationsin Venezuela, Colombia and the operations listed
in note 7 below; however, in the above table, our operationsin Venezuela and Colombia are presented separately from our other operations
in the segment for purposes of comparison with our 2004 presentation of our operationsin the region.

Rest of South/Central Americaand the Caribbean includes our operationsin Costa Rica, Panama, the Dominican Republic, Nicaragua,
Puerto Rico and our trading activitiesin the Caribbean, as well asthe operationsin Jamaica and Argentina we acquired asaresult of the
RMC acquisition for the ten-month period ended December 31, 2005.

Our Africa and the Middle East segment includes our operationsin Egypt and the operationslisted in note 9 below; however, in the above
table, our operationsin Egypt are presented separately from our other operationsin the segment for purposes of comparison with our 2004
presentation of our operationsin the region.

Rest of Africaand the Middle East includes the operations in the United Arab Emirates and | srael we acquired asaresult of the RMC
acquidition for the ten-month period ended December 31, 2005.
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(10) Our Asia segment includes our operations in the Philippines and the operations listed in note 11 below; however, for in the above table, our
operationsin the Philippines are presented separately from our other operationsin the segment for purposes of comparison with our 2004
presentation of our operationsin the region.

(11) Rest of Adaincludes our operationsin Thailand, Bangladesh and other assetsin the Asan region, aswell asthe operationsin Malaysia we
acquired asaresult of the RMC acquisition for the ten-month period ended December 31, 2005.

(12) Our Others segment includes our worl dwide trade maritime operations, our information solutions company and other minor subsidiaries.
Net Sales

Our net salesincreased approximately 87% from Ps87,062 million in 2004 to Ps162,709 million in 2005 in
constant Peso terms. The increasein net sales was primarily attributable to the consolidation of RMC’s operations
for ten monthsin 2005 and higher sales volumes and prices in our operationsin most of our markets, which were
partially offset by lower domestic cement prices in South America, Central America and the Caribbean and by our
divestiture in March 2005 of two cement plants and other assets in the United States, and our contribution in July
2005 and sale in September 2005 of ready-mix concrete, aggregates and concrete block assets in the United States to
an entity in which we own a49.99% interest. Excluding the effect of the consolidation of RMC’s operations, our
net sales increased approximately 6% during 2005 compared to 2004. Of our consolidated net salesin 2004 and
2005, approximately 71% and 70%, respectively, were derived from sales of cement, approximately 24% and 26%,
respectively, from sales of ready-mix concrete and approximately 5% and 4%, respectively, from sales of other
construction materials, including aggregates, and services.

Through the RMC acquisition, we acquired additional operationsin the United States, Spain, Africa and the
Middle East and Asia, which had a significant impact on our operations in those segments, and we acquired
operations in the United Kingdom and the Rest of Europe, in which segments we did not have operations prior to the
RMC acquisition. The operating data set forth below in the discussion of our United Kingdom, France and
Germany operationsfor 2004 and for January and February of 2005 represent operating data for those operations
prior to our acquisition of RMC.

Set forth below is a quantitative and qualitative analysis of the effects of the various factor s affecting our net
sales on a geographic segment basis.

Mexico

Our Mexican operations’ domestic cement sales volumes increased approximately 1% in 2005 compared to
2004, and ready-mix concrete sales volumes increased approximately 15% during the same period. Theincreasesin
sales volumes were primarily due to increased government spending on infrastructure projects and increased
demand in theresidential construction sector, which were partialy offset by a weak self-construction sector. Our
Mexican operations’ cement export volumes, which represented approximately 10% of our Mexican cement sales
volumes in 2005, increased approximately 54% in 2005 compared to 2004, primarily as aresult of increased cement
demand in the United States. Of our Mexican operations’ total cement export volumes during 2005, 73% was
shipped to the United States, 26% to Central America and the Caribbean and 1% to South America. Our Mexican
operations’ average domestic sales price of cement decreased approximately 2% in constant Peso termsin 2005
compared to 2004 (increased approximately 3% in nominal Peso terms). Our Mexican operations’ average sales
price of ready-mix concrete decreased approximately 3% in constant Peso terms (increased approximately 1% in
nominal Peso terms) over the same period. For the year ended December 31, 2005, sales of ready-mix concretein
Mexico represented approximately 28% of our Mexican operations’ net sales.

Asaresult of the increases in domestic cement and ready-mix concrete sales volumes and cement export
volumes, net salesin Mexico, in constant Peso terms, increased approximately 8% in 2005 compared to 2004,
despite the decreases in the average domestic sales prices of cement and ready-mix concrete.

United Sates

Our U.S. operations’ cement sales volumes, which include cement purchased from our other operations,
increased approximately 6% in 2005 compared to 2004, and ready-mix concrete sales volumes increased
approximately 177% during the same period. The increases in sales volumes resulted primarily from the
consolidation of RMC’s U.S. operations for ten monthsin 2005 (representing approximately 7% of our U.S. cement
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sales volumes and approximately 60% of our U.S. ready-mix concrete sales volumes), aswell asincreased demand
in the public sector, particularly in streets and highway construction, increased demand in the residential sector and
the industrial and commercial sector, which were partially offset by our divestiture in March 2005 of two cement
plants and other assets in the Great Lakes region, and our contributionsin July 2005 and sale in September 2005 of
ready-mix concrete, aggregates and concrete block assets in the Horida panhandle and southern Georgia to Ready
Mix USA, LLC, an entity in which we own a49.99% interest. Our U.S. operations’ average sales price of cement
increased approximately 18% in Dollar termsin 2005 compared to 2004, and the average sales price of ready-mix
concrete increased approximately 25% in Dollar terms over the same period. Theincreasesin average prices were
primarily due to continued strength in demand for, and limited supply of, cement and ready-mix concrete. For the
year ended December 31, 2005, sales of ready-mix concrete in the United States represented approximately 46% of
our U.S. operations’ net sales.

Asaresult of theincreases in cement and ready-mix concrete sales volumes and the increases in the average
sales prices of cement and ready-mix concrete, net salesin the United States, in Dollar terms, increased
approximately 105% in 2005 compared to 2004.

Spain

Our Spanish operations’ domestic cement sales volumes increased approximately 4% in 2005 compared to
2004, and ready-mix concrete sales volumes increased approximately 57% during the same period. Theincreasesin
sales volumes resulted primarily from the proportional consolidation of RMC’s Spanish joint venture operations for
nearly ten monthsin 2005 (representing approximately 29% of our Spanish ready-mix concrete sales volumes), as
well asstrong residential construction activity and increased spending in the public-works sector, particularly on
infrastructure projects. Our Spanish operations’ cement export volumes, which represented approximately 1% of
our Spanish cement sales volumes in 2005, decreased approximately 40% in 2005 compared to 2004 primarily due
to increased domestic demand. Of our Spanish operations’ total cement export volumes in 2005, 19% was shipped
to Europe and the Middle East, 29% to Africa, and 52% to the United States. Our Spanish operations’ average
domestic sales price of cement increased approximately 18% in Euro termsin 2005 compared to 2004, and the
average price of ready-mix cement increased approximately 25% in Euro terms over the same period. The increases
in average prices were primarily due to increased demand for cement and ready-mix concrete. For the year ended
December 31, 2005, sales of ready-mix concrete in Spain represented approximately 32% of our Spanish operations’
net sales.

Asaresult of the increases in domestic cement and ready-mix concrete sales volumes and the increases in the
average domestic sales prices of cement and ready-mix concrete, net salesin Spain, in Euro terms, increased
approximately 10% in 2005 compared to 2004, despite the declinein cement export volumes.

United Kingdom

Our United Kingdom operations consist of the United Kingdom operations we acquired from RMC, which are
consolidated in our results of operations for ten monthsin 2005. Cement sales volumes in these United Kingdom
operations decreased approximately 2% in 2005 compared to 2004, and ready-mix concrete sales volumes decreased
approximately 1% during the same period. The decreases in sales volumes were primarily due to slower than
expected growth in the U.K. economy resulting in decreased construction activity in the repair, maintenance and
improvement sector and the public-works sector, which were partially offset by moderate increases in demand in the
residential sector and the industrial sector. Our United Kingdom operations’ net sales for the ten-month period
ended December 31, 2005 represented approximately 9% our net salesin constant Peso terms, before eliminations
resulting from consolidation, for 2005.

Rest of Europe

Our operationsin our Rest of Europe segment in 2005 consisted of the operations we acquired from RMC in
Germany, France, Croatia, Poland, Latvia, the Czech Republic, Ireland, Audtria, Hungary, Portugal, Denmark,
Finland, Norway and Sweden, which are consolidated in our results of operationsfor ten monthsin 2005. Our Rest
of Europe operations’ net sales for the ten-month period ended December 31, 2005 represented approximately 16%
our net salesin constant Peso terms, before eiminationsresulting from consolidation, for 2005, and our Rest of
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Europe operations’ operating income for the ten-month period ended December 31, 2005 represented approximately
7% of our consolidated operating income, in constant Peso terms, for 2005. Set forth below is a discussion of sales
volumes in Germany and France, the most significant countries in our Rest of Europe segment, based on net sales.

In Germany, cement sales volumes in the operations we acquired from RMC decreased approximately 8% in
2005 compared to 2004, and ready-mix concrete sales volumes in those operations decreased approximately 12%
during the same period. These decreases are primarily due to a weak German economy, a high unemployment rate,
the slow growth of disposable income and political uncertainty, resulting in decreased construction activity.

In France, ready-mix concrete sales volumes in the operations we acquired from RMC increased
approximately 6% in 2005 compared to 2004, primarily as aresult of strong demand from the housing sector dueto
tax incentives to promote housing construction and the launch of a new social housing program.

South America, Central America and the Caribbean

Our operationsin South America, Central America and the Caribbean in 2005 consisted of our operationsin
Venezuela and Colombia, the operations we acquired from RMC in Argentina, which are consolidated in our results
of operations for ten monthsin 2005, and our Central American and Caribbean operations, which included our
operations in Costa Rica, the Dominican Republic, Panama, Nicaragua, Puerto Rico and the operations we acquired
from RMC in Jamaica, which are consolidated in our results of operations for ten monthsin 2005, as well as several
cement terminals and other assetsin other Caribbean countries and our trading operations in the Caribbean region.
Most of these trading operations consist of the resale in the Caribbean region of cement produced by our operations
in Venezuelaand Mexico.

Our South America, Central America and the Caribbean operations’ domestic cement sales volumes increased
19% in 2005 compared to 2004, and ready-mix concrete sales volumes increased 31% over the same period. The
increases in sales volumes are primarily attributable to the increased sales volumesin our Venezudan and
Colombian operations described below, as well as increased demand in the Dominican Republic due to new tourist
devel opment, new infrastructure projects in Panama and the commencement of ready-mix operationsin Nicaragua
and CostaRica. Our South America, Central American and Caribbean operations’ average domestic sales price of
cement decreased approximately 11% in Dollar termsin 2005 compared to 2004 due to competitive pressuresin the
Colombian market, while the average sales price of ready-mix concrete increased approximately 4% in Dollar terms
over the same period. For the year ended December 31, 2005, sales of ready-mix concrete in South America, Central
Americaand the Caribbean represented approximately 27% of our South America, Central Americaand the
Caribbean operations’ net sales. Set forth below is a discussion of sales volumesin Venezuelaand Colombia, the
most significant countriesin our South America, Central American and Caribbean segment, based on net sales.

Our Venezuelan operations’ domestic cement sales volumes increased approximately 38% in 2005 compared
to 2004, and ready-mix concrete sales volumes increased approximately 27% during the same period. Theincreases
in volumes resulted primarily from increased government spending in the public sector due to higher oil revenues
and increased demand in the self-construction sector. Our Venezuelan operations’ cement export volumes, which
represented approximately 42% of our Venezuelan cement sales volumesin 2005, decreased approximately 21% in
2005 compared to 2004 primarily due to increased domestic demand. Of our Venezuelan operations’ total cement
export volumes during 2005, 76% was shipped to North America and 24% to South Americaand the Caribbean.

Our Colombian operations’ cement volumes increased approximately 33% in 2005 compared to 2004, and
ready-mix concrete sales volumes increased approximately 17% during the same period. Theincreasesin sales
volumes resulted primarily from increased demand in the self-construction sector dueto lower unemployment and
higher wages and increased spending in the public works sectors.

Asaresult of the increases in domestic cement sales volumes, ready-mix concrete sales volumes and the
average sales prices of ready-mix concrete, net salesin our South America, Central America and the Caribbean
operations, in constant Peso terms, increased approximately 4% in 2005 compared to 2004, despite the decreasein
the average domestic sales prices of cement in Colombia and the declinein Venezuelan cement export volumes.
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Africa and the Middle East

Our operationsin Africaand the Middle East cong st of our operationsin Egypt and the operations we
acquired from RMC in the United Arab Emirates (UAE) and Isradl, which are consolidated in our results of
operations for ten monthsin 2005.

Our Africaand the Middle East operations’ domestic cement sales volumes increased approximately 23% in
2005 compared to 2004, primarily asaresult of increased demand in the housing sector and increased government
spending on infrastructure in Egypt due to higher oil revenues. Our Africaand the Middle East operations’ average
domestic sales price of cement increased approximately 13% in Egyptian pound termsand approximately 21% in
Dollar termsin 2005 compared to 2004, primarily due to better overall market conditionsin Egypt. Our Africaand
the Middle East operations’ cement export volumes, which represented approximately 14% of our Africaand the
Middle East operations’ cement sales volumes in 2005, decreased approximately 53% in 2005 compared to 2004
primarily due to increased domestic demand in Egypt. Of our Africaand the Middle East operations’ total cement
export volumes during 2005, 95% was shipped to Europe and 5% was shipped to Africa. Our Africaand the Middle
East operations’ ready-mix concrete sales volumes increased significantly in 2005 compared to 2004 primarily as a
result of the consolidation of RMC’s UAE and Israeli operations for ten monthsin 2005 (representing approximately
92% of our ready-mix concrete sales volumes in theregion). For the year ended December 31, 2005, sales of ready-
mix concretein Africa and the Middle East represented approximately 51% of our Africa and the Middle East
operations’ net sales.

As a result of the consolidation of RMC’s UAE and Israeli operations and the increases in domestic cement
sales volumes and the average domestic sales prices of cement in our Egyptian operations, net salesin our Africa
and the Middle Eagt operations, in constant Peso terms, increased approximately 185% in 2005 compared to 2004,
despite the decline in cement export volumes.

Asa

Our operationsin Asia consist of our operationsin the Philippines, Thailand, Bangladesh, Taiwan and the
operations we acquired from RMC in Malaysia, which are consolidated in our results of operations for ten monthsin
2005. Our Asian operations’ domestic cement sales volumes increased approximately 2% in 2005 compared to
2004, primarily due to strong cement demand in the housing sector in Thailand and greater market coveragein
Bangladesh, which were partially offset by decreased demand in the Philippines as aresult of political uncertainty,
while the average sales price of cement in the region increased approximately 10%, in Dollar terms, during the same
period. Our Asian operations’ cement export volumes, which represented approximately 18% of our Asian
operations’ cement sales volumes in 2005, increased approximately 116% in 2005 compared to 2004 primarily due
to expansion into other markets in the Middle East and Southeast Asia. Of our Asian operations’ total cement
export volumes during 2005, 58% was shipped to the Middle East and 42% to the Southeast Asiaregion. Our Asian
operations’ ready-mix concrete sales volumes increased significantly in 2005 compared to 2004, primarily dueto the
consolidation of RMC’s Malaysian operations for ten months in 2005 (representing nearly all of our ready-mix
concrete sales volumesin theregion). For the year ended December 31, 2005, sales of ready-mix concrete in Asia
represented approximately 15% of our Asian operations’ net sales.

Primarily as aresult of the increases in domestic cement sales volumes, cement export volumes and the
average sales price of cement, but also asaresult of the consolidation of RMC’s Malaysian ready-mix concrete
operations, net salesin our Asian operations, in constant Peso terms, increased approximately 89% in 2005
compared to 2004.

Others

Our Others segment includes our worldwide cement, clinker and dag trading operations, our information
solutions company and other minor subsidiaries. Net salesin our Others segment increased approximately 34% in
2005 compared to 2004 in constant Peso terms, primarily asaresult of a 74% increase in our trading operations’ net
sales in 2005 compared to 2004 due to increased trading activity resulting from the consolidation of RMC’s trading
operations for ten monthsin 2005. For the year ended December 31, 2005, our trading operations’ net sales
represented approximately 69% of our Others segment’s net sales.
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Cost of Sales

Our cost of sales, including depreciation, increased approximately 101% from Ps48,997 million in 2004 to
Ps98,460 million in 2005 in constant Peso terms, primarily due to the consolidation of RMC’s operations for ten
months during 2005. Excluding the effect of the consolidation of RMC’s operations, our cost of sales, including
depreciation, increased approximately 7% during the same period, primarily asaresult of higher energy costs. Asa
percentage of net sales, cost of sales increased from 56% in 2004 to 61% in 2005 (57%, excluding the effect of the
consolidation of RMC).

Gross Profit

Our gross profit increased approximately 69% from Ps38,065 million in 2004 to Ps64,249 million in 2005 in
constant Peso terms. Excluding the effect of the consolidation of RMC’s operations, our gross profit increased
approximately 4% during the same period. Our gross margin decreased from 44% in 2004 to 40% in 2005,
primarily due to higher energy costs and the consolidation of RMC’s operations for ten months during 2005, which
resulted in a change in our product mix aswe had a higher percentage of sales of ready-mix concrete, aggregates and
other products having a higher cost of sales and alower profit margin as compared to cement. Excluding the effect
of the consolidation of RMC’s operations, our gross margin decreased to 43% due to higher energy costs partialy
offset by higher sales volumes and average sales prices in most of our markets. Theincreasein our gross profit is
primarily attributabl e to the 87% increase in our net salesin 2005 compared to 2004 (6%, excluding the effect of the
consolidation of RMC), partially offset by the 101% increasein our cost of salesin 2005 compared to 2004 (7%,
excluding the effect of the consolidation of RMC).

Operating Expenses

Our operating expenses increased approximately 107% from Ps18,282 million in 2004 to Ps37,840 million in
2005 in constant Peso terms, primarily due to the consolidation of RMC’s operations for ten months during 2005.
Excluding the effect of the consolidation of RMC’s operations, our operating expenses increased approximately 1%
during the same period, primarily as aresult of increased transportation costs due to higher worldwide energy costs,
which were partially offset by our continuing cost-reduction efforts, including reductions in corporate overhead and
travel expenses. Asa percentage of net sales, our operating expenses increased from 21% in 2004 to 23% in 2005
(remained flat, excluding the effect of the consolidation of RMC).

Operating I ncome

For the reasons mentioned above, our operating income increased approximately 34% from Ps19,783 million
in 2004 to Ps26,409 million in 2005 in constant Peso terms. Excluding the effect of the consolidation of RMC’s
operations, our operating income increased approximately 6% as compared to 2004. Additionally, set forth below is
a quantitative and qualitative analysis of the effects of the various factors affecting our operating income on a

geographic segment basis.
Mexico

Our Mexican operations’ operating income decreased approximately 8% from Ps11,707 million in 2004 to
Ps10,734 million in 2005 in constant Peso terms. The decrease in operating income was primarily due to decreases
in the average prices of domestic cement and ready-mix concrete and higher energy costs. The price decreases and
higher costs were partially offset by increases in domestic cement and ready-mix concrete sal es volumes and cement
export volumes.

United Sates
Our U.S. operations’ operating income increased approximately 157% from Ps2,776 million in 2004 to
Ps7,145 million in 2005 in constant Peso terms. The increase in operating income resulted primarily from the

consolidation of RMC’s U.S. operations for ten monthsin 2005 (representing approximately 28% of our U.S.
operations’ operating income) and increases in domestic cement and ready-mix concrete sales volumes and average
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prices. Theseincreases were partially offset by higher energy and material costs, the divestiture of assetsin March
2005 and the contribution in July 2005 and salein September 2005 of assets to Ready Mix USA, LLC, as described
above under “Net Sales — United States,” and the depreciation of the Dollar against the Peso.

Spain

Our Spanish operations’ operating income increased approximately 7% from Ps3,582 million in 2004 to
Ps3,819 million in 2005 in constant Peso terms. The increase in operating income resulted primarily from the
proportional consolidation of RMC’s Spanish joint venture operations for nearly ten monthsin 2005 (representing
approximately 4% of our Spanish operations’ operating income) and increases in domestic cement and ready-mix
concrete sales volumes and average prices. Theseincreases were partially offset by a declinein cement export
volumes, higher energy costs and the depreciation of the Euro againg the Peso and the Dallar.

United Kingdom

Our United Kingdom operations consig of the United Kingdom operations we acquired from RMC, which
were consolidated in our results of operations for ten monthsin 2005. Our United Kingdom operations’ operating
income for the ten-month period ended December 31, 2005 represented approximately 2% of our consolidated
operating income, in constant Peso terms, for 2005.

Rest of Europe

Our operationsin our Rest of Europe segment in 2005 consisted of the operations we acquired from RMC in
Germany, France, Croatia, Poland, Latvia, the Czech Republic, Ireland, Audtria, Hungary, Portugal, Denmark,
Finland, Norway and Sweden, which are consolidated in our results of operationsfor ten monthsin 2005. Our Rest
of Europe operations’ operating income for the ten-month period ended December 31, 2005 represented
approximately 7% of our consolidated operating income, in constant Peso terms, for 2005.

South America, Central America and the Caribbean

Our South America, Central America and the Caribbean operations’ operating income decreased
approximately 39% from Ps4,048 million in 2004 to Ps2,479 million in 2005 in constant Peso terms. The decrease
in operating income was primarily attributable to the decrease in the average domestic sales prices of cement in
Colombia, the declinein Venezuelan cement export volumes and higher energy costs. The cement price and export
volume decreases and higher costs were partially offset by increases in domestic cement and ready-mix concrete
sales volumes and the average price of ready-mix concrete.

Africa and the Middle East

Our Africaand the Middle East operations’ operating income increased approximately 87% from Ps613
million in 2004 to Ps1,145 million in 2005 in constant Peso terms. The increase in operating income resulted
primarily from the consolidation of RMC’s UAE and Israeli operations for ten monthsin 2005 (representing
approximately 9% of our operating income in the region) and increases in cement sales volumes and the average
domestic sales price of cement in Egypt. Theseincreases were partially offset by a declinein cement export
volumes and higher energy costs.

Asa
Our Asian operations’ operating income increased approximately 45% from Ps289 million in 2004 to Ps419
million in 2005 in constant Peso terms. The increase in operating income resulted primarily from increases in

cement export volumes and the average domestic sales price of cement in the region. These increases were partially
offset by higher energy costs.
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Others

Operating income (10ss) in our Others segment improved approximately 48% from aloss of Ps3,232 million
in 2004 to aloss of Ps1,694 million in 2005 in constant Peso terms. The improvement in operating |oss was
primarily attributable to a 37.6% increase in our trading operations’ operating income in 2005 compared to 2004 due
to increased trading activity resulting from the consolidation of RMC’s trading operations for ten months in 2005,
and a 16.3% improvement in our information solutions company’s operating loss in 2005 compared to 2004.

Comprehensive Financing I ncome (Expense)

Pursuant to Mexican GAAP, the comprehensive financing result should measure thereal cost (gain) of an
entity’s financing, net of the foreign currency fluctuations and the inflationary effects on monetary assets and
liabilities. In periods of high inflation or currency depreciation, significant volatility may arise and isreflected
under this caption. For presentation purposes, comprehensive financing income (expense) includes:

» financial or interest expense on borrowed funds;

» financial income on cash and temporary investments,

»  appreciation or depreciation resulting from the valuation of financial instruments, including derivative
instruments and marketabl e securities, as well astherealized gain or loss from the sale or liquidation of
such instruments or securities;

» foreign exchange gains or |osses associated with monetary assets and liabilities denominated in foreign
currencies; and

» gainsand losses resulting from having monetary liabilities or assets exposed to inflation (monetary
position result).

Y ear Ended December 31,
2004 2005
(in millions of constant Pesos)

Net comprehens ve financing income (expense):

Financial BXPENSE ......eieieiiieeeee et Ps (3,977) Ps (5,588)
Financial INCOME ........coiuiiiieieeeeiee e 250 417
Results from valuation and liquidation of financial instruments.... 1,280 4,101
Foreign exchange 0SS, NEL .........ccooveieeiiereeniee e, (252) (837)
Monetary POSItiON GaIN .......ccceeveereereenienee e 4,123 4,507

Net comprehengve financing income (eXpense) ................. Ps 1,424 Ps 2,600

Our net comprehens ve financing income increased approximately 82% from Ps1,424 million in 2004 to
Ps2,600 million in 2005 (Ps3,146 million, excluding the effect of the consolidation of RMC). The components of
the change are shown above. Our financial expense was Ps5,588 million for 2005, an increase of approximately
41% from Ps3,977 million in 2004. The increase was primarily attributable to higher average levels of debt
outstanding during 2005 compared to 2004 as aresult of borrowings related to the RMC acquisition. Our financial
income increased approximately 67% from Ps250 million in 2004 to Ps417 million in 2005 as aresult of increasesin
interest rates. Our results from valuation and liquidation of financial insruments improved significantly from again
of Ps1,280 million in 2004 to a gain of Ps4,101 million in 2005, primarily attributable to significant valuation
improvements from our derivative financial instruments portfolio (discussed bel ow) during 2005. Our net foreign
exchange results declined from aloss of Ps252 million in 2004 to aloss of Ps837 million in 2005, mainly due to the
depreciation of the Euro againgt the Dollar. Our monetary position gain (generated by the recognition of inflation
effects over monetary assets and liabilities) increased from Ps4,123 million during 2004 to Ps4,507 million during
2005, asaresult of an increase in the weighted average inflation index used in the determination of the monetary
position result in 2005 compared to 2004.
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Derivative Financial Instruments

For the years ended December 31, 2004 and 2005, our derivative financial insruments that have a potential
impact on our comprehensive financing result consisted of equity forward contracts entered into to hedge our
obligations under our executive stock option programs, foreign exchange derivative instruments (excluding our
foreign exchange forward contracts designated as hedges of our net investment in foreign subsidiaries), interest rate
swaps, cross currency swaps and interest rate derivatives related to energy projects. We recognized again of
Ps4,101 million in 2005 in the item “Results from valuation and liquidation of financial instruments,” of which a net
valuation gain of approximately Ps482 million is attributable to changesin the fair value of our equity forward
contracts that hedge our stock option programs, net of the costs generated by such programs, a valuation gain of
approximately Ps2,831 million is attributable to changes in the fair value of our foreign currency derivatives, a
valuation gain of approximately Ps33 million is attributable to changesin the fair value of our marketable securities
and a valuation gain of approximately Ps755 million is attributable to changes in the fair value of our interest rate
derivatives. The estimated fair value gain of our equity forward contracts and the costs associated with the stock
options both are attributable to the increase, during 2005, in the market price of our listed securities (ADSsand
CPOs) as compared to 2004. The estimated fair value gain of our foreign currency derivativesis primarily
attributabl e to changes in the estimated fair value of the contracts we entered into in September 2004 that were
designated as accounting hedges of the foreign exchange risk associated with our commitment to purchase the
remaining outstanding shares of RMC following the necessary corporate and regul atory approvals at a fixed pricein
Pounds (representing again of approximately Ps1,411 million), and changesin the estimated fair value of our cross
currency swap contracts relating to our debt portfolio (representing a gain of approximately Ps1,422 million). The
estimated fair value gain of our interest rate derivativesis primarily attributable to an increasein five-year interest
rates.

Other Expenses, Net

Our other expenses, net decreased approximately 35% from Ps5,169 million in 2004 to Ps3,372 million in
2005 in congtant Peso terms, primarily asaresult of new accounting pronouncements under Mexican GAAP,
effective as of January 1, 2005, pursuant to which the amortization of goodwill was eliminated, although goodwill
remains subject to periodic impairment eval uations, which was partially offset by a one-time charge of Ps976
million related to the change in pension fund plans from defined benefit to defined contribution. The decrease was
also due tothe sale of our 11.9% interest in Cementos Bio Bio, SA. in April 2005, which resulted in anet profit of
approximately U.S.$19.5 million (Ps207 million), partially offset by the sale of our Charlevoix, Michigan and
Dixon, lllinois cement plants and several distribution terminals located in the Great Lakes region in March 2005,
which resulted in anet loss of approximatey U.S.$10.5 million (Ps112 million). Excluding the effect of the
consolidation of RMC’s operations, our other expenses, net decreased approximately 50% during the same period.

Income Taxes, Business Assets Tax and Employees’ Statutory Profit Sharing

Our effective tax rate was 13.9% in 2005 compared to 12.2% in 2004. Our tax expense, which primarily
consists of income taxes and business assets tax, increased from Ps1,960 million in 2004 to Ps3,564 million in 2005.
The increase was éttributabl e to higher taxable income in 2005 as compared to 2004. Our average statutory income
tax rate was approximately 30% in 2005 and approximately 33% in 2004.

Employees’ statutory profit sharing improved from an expense of Ps317 million during 2004 to an income of
Ps9 million during 2005 due to lower taxable income for profit sharing purposes in Mexico and Venezuela

Majority Interest Net Income

Majority interest net income represents the difference between our consolidated net income and minority
interest net income, which is the portion of our consolidated net income attributabl e to those of our subsidiariesin
which non-affiliated third parties hold interests. Changesin minority interest net incomein any period reflect
changes in the percentage of the stock of our subsidiaries held by non-affiliated third parties as of the end of each
month during the relevant period and consolidated net income attributable to those subsidiaries.
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For the reasons described above, our consolidated net income (before deducting the portion alocable to
minority interest) for 2005 increased approximately 62% from Ps14,189 million in 2004 to Ps23,010 million in 2005
in constant Peso terms. Excluding the effect of the consolidation of RMC’s operations, our consolidated net income
(before deducting the portion allocable to minority interest) increased approximately 37% during the same period.
The percentage of our consolidated net income alocable to minority interests increased from 1.6% in 2004 to 2.5%
in 2005 (2.0%, excluding the effect of the consolidation of RMC), asaresult of our contributionsin July 2005 and
sale in September 2005 of ready-mix concrete, aggregates and concrete block assets in the Florida panhandle and
southern Georgiato Ready Mix USA, LLC, an entity in which we own a49.99% interest. Majority interest net
income increased by approximately 61% from Ps13,965 million in 2004 to Ps22,425 million in 2005 in constant
Peso terms, mainly as aresult of our increase in net sales, our valuation gains on derivative financial instruments,
and the decrease in other expenses, net, partially offset by higher financial expenses and income taxes. Excluding
the effect of the consolidation of RMC’s operations, our majority interest net income increased by approximately
37% during the same period. Asa percentage of net sales, majority interest net income decreased from 16% in 2004
to 14% in 2005. Excluding the effect of the consolidation of RMC’s operations, as a percentage of net sales,
majority interest net income increased from 16% in 2004 to 21% in 2005.

Y ear Ended December 31, 2004 Compared to Year Ended December 31, 2003
Overview
Summarized in the table bel ow are the percentage (%) increases (+) and decreases (-) for the year ended

December 31, 2004 compared to the year ended December 31, 2003 in our sales volumes and average prices for
each of our geographic segments.

Export Sales Average Domestic Pricesin Local
Domestic Sales Volumes Volumes Currency (1)
Cement Ready-Mix Cement Cement Ready-Mix

North America
Mexico +2% +16% +37% -3% -1%
United States +9% +8% N/A +5% +11%
Europe
Spain +3% +2% -23% +3% +5%
UK N/A N/A N/A N/A N/A
Rest of Europe N/A N/A N/A N/A N/A
South/Central America and the

Caribbean
Venezuda +20% +13% +26% -12% -2%
Colombia +8% +13% N/A -8% +8%
Rest of South/Central Americaand

the Caribbean (2) Flat -1% N/A +7% +5%
Africaand Middle East
Egypt -6% +86% +173% +32% +13%
Rest of Africaand Middle East N/A N/A N/A N/A N/A
Asia
Philippines -2% -95% -49% +35% -14%
Rest of Asa(3) N/A N/A N/A N/A N/A

N/A = Not Applicable

(1) Representsthe average change in domestic cement and ready-mix pricesin local currency terms. For purposes of a geographic segment
consisting of aregion, the average pricesin local currency terms for each individual country within theregion are first trandated into Dollar
termsat the exchange ratesin effect as of the end of the reporting period. Variations for a region represent the weighted average change of
pricesin Dollar terms based on total salesvolumesintheregion.

(2) Res of South/Central Americaand the Caribbean includes our operations in Costa Rica, Panama, the Dominican Republic, Nicaragua,
Puerto Rico and our trading activitiesin the Caribbean.

(3) Rest of Asiaincludes our operationsin Thailand, Bangladesh and other assets in the Asian region.
On a consolidated basis, our cement sales volumes increased approximately 2%, from 64.7 million tonsin

2003 to 65.8 million tonsin 2004, and our ready-mix concrete sales volumes increased approximately 10%, from
21.7 million cubic metersin 2003 to 23.9 million cubic metersin 2004. Our net salesincreased approximately 6%
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from Ps82,045 million in 2003 to Ps87,062 million in 2004, and our operating income increased approximately 19%
from Ps16,665 million in 2003 to Ps19,783 million in 2004.

The following tables present selected condensed financid information of net sales and operating income for
each of our geographic segments for the years ended December 31, 2003 and 2004. Variations in net sales
determined on the basis of constant Mexican Pesos include the appreciation or depreciation which occurred during
the period between thelocal currencies of the countries in the regions vis-&vis the Mexican Peso, as well asthe
effects of inflation as applied to the Mexican Peso amounts using our weighted average inflation factor; therefore,
such variations differ substantially from those based solely on the countries’ local currencies:

Net Sales
Approximate For the Y ear
o Currency o Ended December 31,
Variationsin | Fluctuations, Net| Variationsin
) Local Currency of Inflation Congtant
Geographic Segment 0] Effects Mexican Pesos| 2003 2004
(In millions of congtant Mexican
North America Pesos as of December 31, 2005)
MEXICO ..ot +4.5% -0.9% +3.6% 30,102 31,196
UNited SEALES ......ovvvereeeeeeeeeiseieeiereennne +14.0% -7.6% +6.4% 19,836 21,097
Europe
SPAIN ..o +5.6% +0.4% +6.0% 13,910 14,741
United Kingdom N/A N/A N/A N/A N/A
Rest of Europe N/A N/A N/A N/A N/A
South/Central America and the
Caribbean
VENEZUE A ..ot +10.6% -8.1% +2.5% 3,652 3,742
COlOMDIAL ..ot +11.7% -8.1% +3.6% 2,530 2,620
Rest of South/Central Americaand the
Caribbean (2) ....cocveveevinenieeeeeeenne +4.7% +3.6% +8.3% 6,794 7,357
Africaand Middle East
EQYPL .o +42.3% -10.8% +31.5% 1,542 2,028
Rest of Africaand Middle East ................... N/A N/A N/A N/A N/A
Asia
PhiliPRINES ....ovvviieeeeeeseeei e +19.8% -14.5% +5.3% 1,536 1,617
Rest of ASA(3).eeverererrerneeneineiniinnienenenenns N/A N/A N/A N/A N/A
Others (4) ...ceveeererereneneeseeseeseeseieeenenens +18.8% -8.5% +10.3% 9,602 10,587
+6.1% 89,504 94,985
Eliminations from consolidation................... (7,459) (7,923)
Consolidated net sales 82,045 87,062
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Operating | ncome
] For the Y ear
Approximate Ended December 31,
Currency Variationsin
. Variationsin Fluctuations, Net Congtant
Geographic Segment Local Currency(1) |of Inflation Effects| Mexican Pesos 2003 2004
(In millions of congtant Mexican
North America Pesos as of December 31, 2005)
MEXICO ..o +7.3% -6.3% +1.0% 11,593 11,707
UNiIted SEALES .....oovvveeeeeeeeeseeseieeieseee s +27.0% -8.6% +18.4% 2,344 2,776
Europe
SPAIN ..o +17.5% +0.4% +17.9% 3,037 3,582
United Kingdom ... N/A N/A N/A N/A N/A
Rest Of EUIOPE.....cceeeeeeirireccieie e N/A N/A N/A N/A N/A
South/Central America and the
Caribbean
Venezuda +23.4% -27.4% -4.0% 1,218 1,169
COlOMDIAL ..o +14.2% -0.7% +13.5% 1,052 1,194
Rest of South/Central Americaand the
Caribbean (2) .....ooveveenieninieeeeeeens +32.8% +7.4% +40.2% 1,202 1,685
Africaand Middle East
+93.7% -13.9% +79.8% 341 613
N/A N/A N/A N/A N/A
Asia
PhiliPRINES ....cvvvereeeeseeee e +318.7% -19.4% +299.3% (145) 289
Rest of ASIA (3).eoveeereererreeneeneeneiseieeeeeenns N/A N/A N/A N/A N/A
Others (4) ...cevveeeeerereeseeseeseessieeseneeeneens +12.6% +6.1% +18.7% (3,977) (3,232)
Consolidated oper ating income.................. 16,665 19,783

N/A = Not Applicable

(1) For purposes of ageographic segment consisting of aregion, the net sales and operating income datain local currency terms for each
individual country within theregion are first translated into Dollar terms at the exchange ratesin effect as of the end of the reporting period.
Variations for a region represent the weighted average change in Dollar terms based on net sales and operating income for the region.

(2) Res of South/Central Americaand the Caribbean includes our operations in Costa Rica, Panama, the Dominican Republic, Nicaragua,
Puerto Rico and our trading activitiesin the Caribbean.

(3) Res of Adaincludes our operationsin Thailand, Bangladesh and other assets in the Asian region.
(4) Our Others segment includes our worl dwide trade maritime operations, our information solutions company and other minor subsidiaries.

Net Sales

Our net salesincrease of 6% during 2004 was primarily attributable to higher sales volumes in most of our
markets, which were partially offset by a decrease in domestic cement sales volumesin Africa and the Middle East
and Asaand lower domestic cement pricesin Mexico and South America, Central America and the Caribbean. Of
our consolidated net salesin 2003 and 2004, approximately 73% and 71%, respectively, were derived from sales of
cement, approximately 22% and 24%, respectively, from sales of ready-mix concrete and approximately 5% and
5%, respectively, from sales of other construction materials and services.

Set forth below is a quantitative and qualitative analysis of the effects of the various factors affecting our
net sales on a geographic segment basis.
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Mexico

Our Mexican operations’ domestic gray cement sales volumes increased approximately 2% in 2004
compared to 2003, and ready-mix concrete sales volumes increased approximately 16% during the same period.
The increases in sales volumes resulted primarily from increased demand in the public sector, particularly from
infrastructure projects and low- and middle-income housing, as compared to flat self-construction sector volumes
during the year. Our Mexican operations’ cement export volumes, which represented 7% of our Mexican cement
sales volumes in 2004, increased approximately 37% in 2004 compared to 2003, due mainly to an increase in public
sector spending abroad. Of our Mexican operations’ cement export volumes during 2004, 79% was shipped to the
United States, 20% to Central America and the Caribbean and 1% to South America. The average cement pricein
Mexico decreased approximately 3% in constant Peso termsin 2004 compared to 2003, and the average ready-mix
concrete price decreased approximately 1% in constant Peso terms over the same period (these prices increased 2%
and 4%, respectively, in nomina Peso terms). For the year ended December 31, 2004, sales of ready-mix concrete
in Mexico represented approximately 25% of our Mexican operations’ net sales.

Asaresult of the increases in cement and ready-mix concrete sales volumes and the increase in cement
export volumes, partially offset by decreasesin average cement and ready-mix prices, net salesin Mexico, in
constant Peso terms, increased approximately 4% in 2004 compared to 2003.

United Sates

Our United States operations’ cement sales volumes, which include cement purchased from our other
operations, increased approximately 9% in 2004 compared to 2003, and ready-mix concrete sales volumes increased
approximately 8% over the same period. Theincreasesin saes volumes are primarily attributable to strong demand
from theresidential sector dueto alow interest rate environment and from the cement-intensive public works sector,
aswell asfavorable weather conditions during December 2004. The industrial and commercial sectors, which
declined in 2003, made a strong recovery and grew in 2004. The average sales price of cement increased
approximately 5% in Dollar terms during 2004 compared to 2003, and the average price of ready-mix concrete
increased approximately 11% during the same period. For the year ended December 31, 2004, sales of ready-mix
concrete in the U.S. represented approximately 27% of our U.S. operations’ net sales.

Asaresult of theincreases in cement and ready-mix concrete sales volumes and the increasesin average
cement and ready-mix prices, net salesin the United States, in U.S. Dollar terms, increased approximately 14% in
2004 compared to 2003.

Spain

Our Spanish operations’ domestic cement sales volumes increased approximately 3% in 2004 compared to
2003, and ready-mix concrete sales volumes increased approximately 2% during the same period. Theincreasesin
sales volumes were primarily driven by strong residential construction activity due to a favorable mortgage
environment and by increased spending in public works due to Spain’s infrastructure program, as well as favorable
weather conditions during November and December. Our Spanish operations’ cement export volumes, which
represented 2% of our Spanish cement sales volumesin 2004, decreased approximately 23% in 2004 compared to
2003 primarily due to increased domestic demand. Of our Spanish operations’ total cement export volumes during
2004, 71% was shipped to the United States, 15% to Europe and 14% to Africa. The average sales price of cement
increased approximately 3% in Euro terms during 2004 compared to 2003, and the average price of ready-mix
concrete increased approximately 5% in Euro terms over the same period. For the year ended December 31, 2004,
sales of ready-mix concrete in Spain represented approximately 25% of our Spanish operations’ net sales.

Asaresult of theincreases in cement and ready-mix concrete sales volumes and the increasesin average

cement and ready-mix prices, net salesin Spain, in Euro terms, increased approximately 6% in 2004 compared to
2003, despite the declinein cement export volumes.
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South America, Central America and the Caribbean

As of December 31, 2004, our operationsin South America, Central America and the Caribbean consisted
of our operations in Venezuela and Colombia and our Central American and Caribbean operations, which include
our operationsin Costa Rica, the Dominican Republic, Panama, Nicaragua, Puerto Rico, as well as several cement
terminals and other assets in other Caribbean countries and our trading operations in the Caribbean region. Most of
these trading operations consist of the resalein the Caribbean region of cement produced by our operationsin
Venezuela and Mexico.

Our South America, Central America and the Caribbean operations’ domestic cement sales volumes
increased approximately 8% in 2004 compared to 2003, and ready-mix concrete sales volumes increased
approximately 7% over the same period. Theincreasesin sales volumes were primarily attributable to the increased
sales volumes in our Venezuelan and Colombian operations described below. Our South America, Central
American and Caribbean operations’ average domestic sales price of cement increased approximately 6% in Dollar
terms in 2004 compared to 2003 due to increased demand in the region, which was partialy offset by competitive
pressures in the Colombian market and government price controls over bagged cement in Venezuela, whilethe
average sales price of ready-mix concrete increased approximately 13% in Dollar terms over the same period. For
the year ended December 31, 2004, sales of ready-mix concrete in South America, Central America and the
Caribbean represented approximately 17% of our South America, Central America and the Caribbean operations’
net sales. Set forth below is a discussion of sales volumesin Venezuda and Colombia, the most significant
countriesin our South America, Central American and Caribbean segment, based on net sales.

Our Venezuelan operations’ domestic cement sales volumes increased approximately 20% in 2004
compared to 2003, while ready-mix concrete sales volumes al so increased approximately 13% during the same
period. Theincreasesin sales volumes and ready-mix concrete sales volumes were mainly driven by the self-
construction and commercial sectors, while government spending remained stable. Construction in the private
sector increased due to increased confidence in the economy. Our Venezuelan operations’ cement export volumes,
which represented 56% of our Venezuelan cement sales volumes in 2004, increased approximately 26% in 2004
compared to 2003. Theincrease in cement export volumes was due to increases in sales to the United States,
Guadalupe, Haiti, Martinique and Panama. Of our Venezuelan operations’ total cement export volumes during
2004, 75% was shipped to the United States and 25% to the Caribbean and South America

Our Colombian operations’ domestic cement sales volumes increased approximately 8% in 2004 compared
to 2003, and ready-mix concrete sales volumes increased approximately 13% during the same period. Theincreases
in sales volumes were primarily aresult of increased demand from the commercial sector and, to alesser extent,
from theresidential sector.

Africa and the Middle East

As of December 31, 2004, our operationsin Africaand the Middle East consisted of our operationsin
Egypt. Our Africaand the Middle East operations’ domestic cement sales volumes decreased approximately 6% in
2004 compared to 2003, primarily asaresult of the decreasein cement volume resulting from a slowdown in
infrastructure spending by the Egyptian government. However, the lower domestic volumes were partially offset by
amorethan 173% increase in cement export volumes compared to 2003. Our Africaand the Middle East
operations’ average domestic sales price of cement increased approximately 32% in Egyptian pound terms and
approximately 28% in U.S. dollar termsin 2004 compared to 2003, primarily due to better overall market conditions
in Egypt. Our Africaand the Middle East operations’ cement export volumes represented approximately 30% of our
Africaand the Middle East operations’ total cement sales volumesin 2004. During 2004, 23% of our Africaand the
Middle East operations’ cement export volumes were shipped to Africa while 77% were shipped to Europe. Our
Africaand the Middle East operations’ ready-mix concrete sales volumes increased 86% in 2004 compared to 2003,
primarily dueto increases in market share achieved by our ready-mix operationsin the local Egyptian market. For
the year ended December 31, 2004, sales of ready-mix concrete in Africa and the Middle East represented
approximately 5% of our Africaand the Middle East operations’ net sales.
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Asaresult of the increases in the average domestic sales prices of cement, ready-mix concrete sales
volumes and cement export volumes, net salesin our Africaand the Middle East operations, in constant Peso terms,
increased approximately 32% in 2004 compared to 2003, despite the decrease in domestic cement sales volumes.

Asa

As of December 31, 2004, our operationsin Asia congsted of our operationsin the Philippines, Thailand
and Bangladesh. Our Asian operations’ cement sales volumes decreased approximately 9% in 2004 compared to
2003, primarily as aresult of decreased demand in the Philippines public works sector dueto reductionsin
government spending on infrastructure, while the average sales price of cement in the region increased
approximately 21%, in Dollar terms, during the same period. Our Asian operations’ ready-mix concrete sales
volumes decreased approximately 95% in 2004 compared to 2003 primarily due to a decrease in public sector
spending in the Philippines. For the year ended December 31, 2004, sales of ready-mix concrete in Asiarepresented
less than 1% of our Asian operations’ net sales.

Asaresult of theincrease in the average cement sales prices, net salesin our Asian operations, in constant
Peso terms, increased approximately 5% in 2004 compared to 2003, despite the decreases in domestic cement and
ready-mix concrete sales volumes.

Others

Our Others segment includes our worldwide cement and clinker trading operations, our information
solutions company and other minor subsidiaries. Net salesin our Others segment increased approximately 19% in
2004 compared to 2003 in constant Peso terms, primarily asaresult of a 35% increasein our trading operations’ net
sales in 2004 compared to 2003 due to increased trading activity. For the year ended December 31, 2004, our trading
operations’ net sales represented approximately 67% of our Others segment’s net sales.

Cost of Sales

Our cost of sales, including depreciation, increased 4% from Ps47,296 million in 2003 to Ps48,997 million
in 2004 in constant Peso terms, primarily as aresult of the increase in our net sales, primarily attributable to higher
average pricesin most of our markets, which more than offset higher worldwide energy costs. Asa percentage of
sales, cost of sales decreased 1.3% from 57.6% in 2003 to 56.3% in 2004.

Gross Profit

Our gross profit increased by 10% from Ps34,748 million in 2003 to Ps38,065 million in 2004 in constant
Peso terms. Our gross margin increased from 42% in 2003 to 44% in 2004, as aresult of higher average pricesin
most of our markets. Theincreasein our gross profit was primarily attributable to the 6% increase in our net salesin
2004 compared to 2003 and the increase of only 4% in our cost of salesin 2004 compared to 2003.

Operating Expenses

Our operating expenses increased 1% from Ps18,083 million in 2003 to Ps18,282 million in 2004 in
constant Peso terms, primarily as aresult of increased transportation costs due to higher worldwide energy costs,
partially offset by our continuing cost-reduction efforts, including reductionsin corporate overhead and travel
expenses. Asapercentage of sales, our operating expenses decreased from 22% in 2003 to 21% in 2004.
Operating Income

For the reasons mentioned above, our operating income increased 19% from Ps16,665 million in 2003 to

Ps19,783 million in 2004. Additionally, set forth below is a quantitative and qualitative analysis of the effects of the
various factors affecting our operating income on a geographic segment basis.
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Mexico

Our Mexican operations’ operating income increased approximately 1% from Ps11,593 million in 2003 to
Ps11,707 million in 2004 in constant Peso terms. The increase in operating income was primarily dueto increasesin
domestic cement and ready-mix concrete sal es volumes and cement export volumes. These increases were partially
offset by decreases in the average prices of domestic cement and ready-mix concrete and higher energy costs.

United Sates

Our U.S. operations’ operating income increased approximately 18% from Ps2,344 million in 2003 to
Ps2,776 million in 2004 in constant Peso terms. Theincrease in operating income resulted primarily from increases
in domestic cement and ready-mix concrete sales volumes and average prices. These increases were partially offset
by higher energy and material costs and the depreciation of the Dollar against the Peso.

Spain

Our Spanish operations’ operating income increased approximately 18% from Ps3,037 million in 2003 to
Ps3,582 million in 2004 in constant Peso terms. The increase in operating income resulted primarily from increases
in domestic cement and ready-mix concrete sales volumes and average prices and the appreciation of the Euro
against the Peso and the Dallar. These increases and the currency appreciation were partially offset by a declinein
cement export volumes and higher energy costs.

South America, Central America and the Caribbean

Our South America, Central America and the Caribbean operations’ operating income increased
approximately 17% from Ps3,472 million in 2003 to Ps4,048 million in 2004 in constant Peso terms. Theincreasein
operating income was primarily attributable to increases in domestic cement and ready-mix concrete sales volumes
in Venezuelaand Colombia. These increases were partially offset by the decreases in the average domestic sales
prices of cement in Venezuela and Colombia, the declinein Venezuelan cement export volumes and higher energy
costs.

Africa and the Middle East

Our Africaand the Middle East operations’ operating income increased approximately 80% from Ps341
million in 2003 to Ps613 million in 2004 in constant Peso terms. The increase in operating income resulted primarily
from increases in the average domestic sales price of cement, cement export volumes and ready-mix concrete sales
volumesin Egypt. Theseincreases were partially offset by a decline in domestic cement sales volumes in Egypt and
higher energy costs.

Asa

Our Asian operations’ operating income (10ss) improved approximately 299% from aloss of Ps145 million
in 2003 to income of Ps289 million in 2004 in constant Peso terms. The improvement in operating income (10ss)
was primarily attributable to increases in the average domestic sales price of cement in the Philippines. These
increases were partially offset by a declinein domestic cement sales volumes in the Philippines and higher energy
costs.

Others

Operating income (loss) in our Others segment improved approximately 19% from aloss of Ps3,977
million in 2003 to aloss of Ps3,232 million in 2004 in constant Peso terms. The improvement in operating |oss was
primarily attributable to an 11.3% increase in our trading operations’ operating income in 2004 compared to 2003
due to increased trading activity, and a 39% improvement in our information solutions company’s operating lossin
2004 compared to 2003.



Comprehensive Financing Income (Expense)

Pursuant to Mexican GAAP, the comprehensive financing result should measure therea cost (gain) of an
entity’s financing, net of the foreign currency fluctuations and the inflationary effects on monetary assets and
liabilities. In periods of high inflation or currency depreciation, significant volatility may arise and isreflected
under this caption. For presentation purposes, comprehensive financing income (expense) includes:

o financial or interest expense on borrowed funds;

o financial income on cash and temporary investments;

e appreciation or depreciation resulting from the valuation of financial instruments, including derivative
instruments and marketable securities, as well astherealized gain or loss from the sale or liquidation

of such instruments or securities;

e foreign exchange gains or losses associated with monetary assets and liabilities denominated in foreign
currencies; and

e gainsand losses resulting from having monetary liabilities or assets exposed to inflation (monetary
position result).

Y ear Ended December 31,
2003 2004
(in millions of constant Pesos)

Net comprehens ve financing income (expense):

Financial eXPeNSe......cooceeiieeiiie e Ps (4,359) Ps (3,977)
Financial INCOME ........ccooiieiieeie e 191 250
Results from valuation and liquidation of financia (682) 1,280
INSITUMENTS ...t
Foreign exchange loss, Net ........ccccoeveeiieeieniienieenieeies (1,965) (252)
Monetary PoSItion gaiN .......cceerveerreeieeeieeeree e 3,752 4,123
Net compreheng ve financing income (expense) ....... Ps (3,063) Ps 1,424

Our net comprehensive financing result improved from an expense of Ps3,063 million in 2003 to an income
of Ps1,424 million in 2004. The components of the change are shown above. Our financial expense was Ps4,359
million for 2003 compared to Ps3,977 million for 2004, a decrease of 9%. The decrease was primarily attributable
to lower average levels of debt outstanding during 2004, since the majority of the borrowingsrelated to the RMC
acquisition were incurred in the first quarter of 2005. Our financia income increased 31% from Ps191 millionin
2003 to Ps250 million in 2004 primarily as aresult of an increase in interest rates. Our results from valuation and
liquidation of financial instruments improved from aloss of Ps682 million in 2003 to again of Ps1,280 million in
2004, primarily attributable to valuation improvements from our derivative financial insgruments portfolio
(discussed bel ow) during 2004. Our net foreign exchange results improved from aloss of Ps1,965 million in 2003
to aloss of Ps252 million in 2004. The foreign exchange loss in 2004 was primarily attributable to the appreciation
of the Japanese Y en against the Dollar, which was partially offset by the appreciation of the Peso against the Dollar,
as compared to the foreign exchange loss in 2003, which was primarily attributabl e to the depreciation of the Peso
againgt the Dollar and the appreciation of the Japanese Y en against the Dollar. Seenotes 12 and 17 to our
consolidated financial statementsincluded elsewherein this annual report. Our monetary position gain (generated by
the recognition of inflation effects over monetary assets and liabilities) increased from a gain of Ps3,752 million
during 2003 to a gain of Ps4,123 million during 2004, mainly as aresult of an increase in the weighted average
inflation index used in the determination of the monetary position result in 2004 compared to 2003.

Derivative Financial I nstruments

For the years ended December 31, 2003 and 2004, our derivative financial insrumentsthat have a potential
impact on our comprehensive financing result consisted of equity forward contracts entered into to hedge potential
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exercises under our executive stock option programs (see notes 16 and 17 to our consolidated financia statements
included elsewherein thisannual report), foreign exchange derivative instruments, excluding our foreign exchange
forward contracts designated as hedges of our net investment in foreign subsidiaries, interest rate swaps, cross
currency swaps, interest rate swap options (swaptions), and interest rate derivatives related to energy projects. Of
the gain of Ps1,280 million in 2004 recognized in the item results from val uation and liquidation of financial
instruments, anet val uation loss of approximately Ps561 million was attributabl e to changes in the fair value of our
equity forward contracts that hedge our stock option programs, net of the costs generated by such programs, and an
approximate valuation gain of Ps124 million was attributable to changes in the fair value of our marketable
securities. These |osses were offset by an approximate gain of Ps645 million resulting from changesin the fair
value of our interest rate derivatives, and an approximate gain of Ps1,072 million resulting from changesin the fair
value of our foreign currency derivatives. These valuation effects accounted for substantially all the gain recorded
in 2004 under the line item results from valuation and liquidation of financial instruments presented above. We
experienced valuation improvements in most of these financial derivatives in 2004 compared to 2003. See “—
Qualitative and Quantitative Market Disclosure — Our Derivative Financial Instruments” and “— Qualitative and
Quantitative Market Disclosure — Interest Rate Risk, Foreign Currency Risk and Equity Risk.” See also notes 12
and 17 to our consolidated financial statementsincluded esewhere in thisannual report. The estimated net gain
mentioned above, determined by the excess between the fair value gain of our equity forward contracts that hedge
the potential exercise of our executive stock option programs over the costs associated with theintrinsc value of our
executives’ options, was primarily attributable to dight differences in the strike price established in the forward
contracts as compared to those of the options. Thefair value gain of our equity forward contracts and the costs
associated with the stock options both were attributable to the increase, during 2004, in the market price of our listed
securities (ADSs and CPOs) as compared to 2003. The estimated fair value gain of our foreign currency derivatives
was primarily attributable to the contracts that were designated as accounting hedges of the foreign exchange risk
associated with the firm commitment agreed to on November 17, 2004. On this date, RMC’s shareholders
committed to sell their RMC shares at afixed price. Changesin the estimated fair value of these contracts from the
designation date, which represented again of approximately U.S.$132 million (Ps1,411 million), were recognized in
stockholders’ equity. See note 17B to our consolidated financial statements included elsewhere in this annual
report.

Other Expenses, Net

Our other expenses, net for 2004 were Ps5,169 million compared to Ps5,230 million in 2003, a decrease of
1%. The decrease was primarily attributable to the recognition of gains on the sale of fixed assets during 2004 of
approximately Ps617 million compared with Ps147 million in 2003. Seenotes 7, 10 and 11 to our consolidated
financial statementsincluded elsewhere in thisannual report.

Income Taxes, Business Assets Tax and Employees’ Statutory Profit Sharing

Our effective tax rate was 12.2% in 2004 compared to 12.3% in 2003. Our tax expense, which primarily
consists of income taxes and business assets tax, increased 91% from Ps1,026 million in 2003 to Ps1,960 million in
2004. Theincrease was attributabl e to higher taxable income in 2004 as compared to 2003. Our average statutory
income tax rate was approximately 33% in 2004 and approximately 34% in 2003.

Employees’ statutory profit sharing increased from Ps195 million during 2003 to Ps317 million during
2004 due to higher taxable income for profit sharing purposesin Mexico. See note 18B to our consolidated
financial statementsincluded elsewherein thisannual report.

Majority Interest Net Income

Majority interest net income represents the difference between our consolidated net income and minority
interest net income, which is the portion of our consolidated net income attributabl e to those of our subsidiariesin
which non-affiliated third parties hold interests. Changesin minority interest net income in any period reflect
changes in the percentage of the stock of our subsidiaries held by non-affiliated third parties as of the end of each
month during the relevant period and consolidated net income attributable to those subsidiaries.
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For the reasons described above, our consolidated net income (before deducting the portion allocable to
minority interest) for 2004 increased 88%, from Ps7,549 million in 2003 to Ps14,189 million in 2004. The
percentage of our consolidated net income all ocable to minority interests decreased from 4.6% in 2003 to 1.6% in
2004, as aresult of the 6.83% (695,065 shares) of CAH equity we acquired for approximately U.S.$70 million.
Majority interest net income increased by 94%, from Ps7,201 million in 2003 to Ps13,965 million in 2004, mainly as
aresult of our increasein net sales, our valuation gains on derivative financial instruments, the decrease in our
foreign exchangeloss and alower portion of consolidated net income allocable to minority interests, partially offset
by higher income taxes. Asapercentage of net sales, majority interest net income increased from 8.8% in 2003 to
16.0% in 2004.

Liquidity and Capital Resour ces
Operating Activities

We have satisfied our operating liquidity needs primarily through operations of our subsidiaries and expect
to continueto do so for both the short-term and long-term. Although cash flow from our operations has historically
overall met our liquidity needs for operations, servicing debt and funding acquisitions, our subsidiaries are exposed
to risks from changes in foreign currency exchangerates, price and currency controls, interest rates, inflation,
governmental spending, social instability and other political, economic or social developmentsin the countriesin
which they operate, any one of which may materially reduce our net income and cash from operations.
Consequently, we also rely on cost-cutting and continual operating improvements to optimize capacity utilization
and maximize profitability aswell asto offset therisks associated with having worldwide operations. Our
consolidated net resources provided by operating activities were Ps17.9 billion in 2003, Ps23.8 hillion in 2004, and
Ps36.3 billion in 2005. See our Statement of Changesin the Financial Position included elsewherein this annual
report.

Our Indebtedness

As of December 31, 2005, we had approximately U.S.$9.5 billion (Ps101 hillion) of total debt, of which
approximately 13% was short-term and 87% was long-term. Approximately 6% of our long-term debt at December
31, 2005, or U.S.$0.6 hillion (Ps6 hillion), isto be paid in 2006, unless extended. As of December 31, 2005, after
giving effect to our cross currency swap arrangements discussed e sewhere in thisannual report, 72% of our
consolidated debt was Dollar-denominated, 21% was Euro-denominated, 5% was Y en-denominated, 2% was Pound-
denominated, and immaterial amounts were denominated in other currencies. The weighted average interest rates
paid by usin 2005 in our main currencies were 5.2% on our Dollar-denominated debt, 2.9% on our Euro-
denominated debt, 1.1% on our Y en-denominated debt and 5.5% on our Pound-denominated debt.

From time to time, as part of our financing activities, we and our subsidiaries have entered into various
financing agreements, including bank loans, credit facilities, sale-leaseback transactions, forward contracts, forward
lending facilities and equity swap transactions. Additionally, we and our subsidiaries have issued notes, commercial
paper, bonds, preferred equity and putable capital securities.

Most of our outstanding indebtedness has been incurred to finance our acquisitions and to finance our
capital investment programs. CEMEX México and Empresas Tolteca de México, two of our principal Mexican
subsidiaries, have provided guarantees of our indebtedness in the amount of approximately U.S.$3.8 billion (Ps40
billion), as of December 31, 2005. See Item 3 — “Key Information — Risk Factors— Our ability to pay dividends
and repay debt depends on our subsidiaries’ ability to transfer income and dividends to us,” and Item 3 — “Key
Information — Risk Factors. — We have incurred and will continue to incur debt, which could have an adverse
effect on the price of our CPOs and ADSs, result in usincurring increased interest costs and limit our ability to
distribute dividends, finance acquisitions and expansions and maintain flexibility in managing our business
activities,” and note 25(x) to our consolidated financial statements included elsewherein this annual report.

Some of the debt instruments in respect of our and our subsidiaries’ indebtedness contain various
covenants, which, among other things, require us and them to maintain specific financial ratios, restrict asset sales
and dictate the use of proceeds from the sale of assets. These restrictions may adversaly affect our ability to finance
our future operations or capital needs or to engage in other business activities, such as acquisitions, which may bein
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our interest. From timeto time, we have sought and obtained waivers and amendments to some of our and our
subsidiaries’ debt agreements, principally in connection with acquisitions. Our failure to obtain any required
waivers may result in the acceleration of the affected indebtedness and could trigger our obligationsto make
payments of principal, interest and other amounts under our other indebtedness, which could have amaterial adverse
effect on our financial condition. We believe that we have good relations with our lenders and the lendersto our
subsidiaries, and nothing has come to our attention that would lead usto believe that any future waivers, if required,
would not be forthcoming. However, we cannot assure you that future waivers would be forthcoming, if requested.
As of December 31, 2005, we were in compliance with all the financial covenants in our own and our subsidiaries’
debt ingtruments.

Under Rule 5-04(c) of Regulation S-X under the Exchange Act, companies with restricted net assets
exceeding 25% of their consolidated net assets are required to include Schedule 1 (parent company-only financial
statements). Under Rule 4-08(€)(3) of Regulation S-X, loan provisions prohibiting dividend payments, loans or
advancesto the parent by a subsidiary, are considered restrictions for purposes of computing restricted net assets.

As of December 31, 2005, the financing agreements entered by us and our subsidiaries do not include
covenants or agreementsthat by their specific termsrestrict the transfer of funds from our subsidiariesto usin the
form of dividends, loans or advances. However, the financing agreementsinclude some restrictive covenants that
would be considered transfer restrictions under Rule 4-08(e)(3) of Regulation S-X. These restrictive covenants are
asfollows:

e A rrestriction on asset dispositions that limits the use of proceeds of funds obtained from assets sales.
Therestriction requires usto reinvest such proceeds in cement-related assets or repay senior debt. As
of December 31, 2005, we had senior debt in subsidiaries of approximately U.S.$6,040 million
(equivalent to approximately 61.5% of our consolidated net assets); and

e A financia covenant limiting the amount of total debt maintained in New Sunward Holdings (a Dutch
holding company subsidiary) relative to the stockholder’s equity of CEMEX Espafia (our operating
company in Spain and the direct parent of New Sunward Holdings) to be not higher than 0.35 times.
As of December 31, 2005, New Sunward Holdings had outstanding debt of approximately € 574
million (U.S.$680 million) (equivalent to approximately 6.9% of our consolidated net assets).

In light of these restrictions, as of December 31, 2005, we had more than 25% of our consolidated net
assets subject to restrictions under Rule 4-08(e)(3) of Regulation S-X, and as a result we have included the required
Schedule 1 (parent company-only financial statements) elsewhere in this annual report.

As of December 31, 2005, after the completion of our acquisition of RMC and the refinancing of the
acquisition credit facilities, we had approximately U.S.$9.5 hillion of outstanding indebtedness, including
indebtedness assumed from RMC. The following isadescription of the material indebtedness assumed from RMC
and which was repaid following the acquisition.

e On October 18, 2002, RMC entered into a £1 hillion Term and Revolving Credit Agreement relating to
amulti-currency five-year £600 million revolving credit facility and a multi-currency five-year £400
million term loan facility. On March 16, 2005, CEMEX Espafia and RMC entered into an amended
and restated agreement relating to these facilities. Simultaneous with the execution of the amended and
restated agreement, the total amount of the facilities was reduced to £604,354,196; the revolving credit
facility was reduced to £425,558,038 and the term loan facility was reduced to £178,796,154. This
facility was fully prepaid and cancelled on November 7, 2005.

e  On November 30, 2000, RMC and several ingtitutional purchasers entered in a Note Purchase
Agreement in connection with a private placement by RMC. Pursuant to this agreement, RMC issued
U.S.$120 million aggregate principal amount of 8.40% Senior Notes due 2010, U.S.$90 million
aggregate principal amount of 8.50% Senior Notes due 2012 and U.S.$45 million aggregate principal
amount of 8.72% Senior Notes due 2020. As described below under “—Recent Developments,” in
May 2006, these notes were fully prepaid.
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On April 5, 2005, we entered into a U.S.$1 hillion 180-day term credit agreement guaranteed by CEMEX
México and Empresas Tolteca de México. The proceeds of this credit facility were used to fund the repayment of
amounts outstanding under a U.S.$1.25 billion multi-currency term loan facility of New Sunward Holding B.V .,
dated September 24, 2004, entered into to finance the RMC acquisition. This credit facility was fully prepaid on
June 7, 2005.

On May 17, 2005, we completed a cash tender offer, pursuant to which we purchased a portion of the
outstanding notes originally issued by RMC in private placements. The total amount paid in the cash tender offer
was approximately U.S.$315 million, which was repaid through a private placement by a wholly-owned subsidiary
of CEMEX Espafia during June 2005 of new five- and ten-year notesin an aggregate principal amount of U.S.$325
million.

On May 31, 2005, we entered into a five-year U.S.$1.2 billion revolving credit facility guaranteed by
CEMEX México and Empresas Tolteca de México. The proceeds of this credit facility were used to repay amounts
outstanding under the U.S.$1 billion multi-currency 180-day term credit agreement we entered into on April 5,
2005, to repay other existing indebtedness and for general corporate purposes.

On June 6, 2005, we amended our U.S.$800 million revolving credit facility dated June 23, 2004. The
amended facility is a U.S.$700 million revolving credit facility guaranteed by CEMEX México and Empresas
Tolteca de México and maturesin 2009.

On June 27, 2005, New Sunward Holding B.V. entered into a two-year U.S.$350 million term loan facility
and afour-year U.S.$350 million multi-currency revolving credit facility, guaranteed by CEMEX, CEMEX México
and Empresas Tolteca de México. The proceeds of these facilities were used to repay existing indebtedness not
related to the RMC acquisition.

On July 7, 2005, CEMEX Espafia amended the second and third tranches of a U.S.$3.8 billion multi-
currency term loan facility, dated September 24, 2004, totaling U.S.$2.3 billion. The amended facility consists of a
two-year U.S.$575 million term loan, afive-year U.S.$575 million term loan and a U.S.$1.15 billion amortizing
loan with an average maturity of 3.5 years.

With this transaction we completed the refinancing process of the debt incurred in connection with the
RMC acquisition.

Our Prior Preferred Equity Arrangements

In November 2000, we formed a Dutch subsidiary which issued preferred equity for an amount of U.S.$1.5
billion (Ps16.0 billion) to provide funds for our acquisition of CEMEX, Inc., formerly Southdown, Inc. This
preferred equity has since been redeemed. The preferred equity granted its holders 10% of the subsidiary’s voting
rights, aswell as theright toreceive a preferred dividend. Under the terms of the preferred equity financing
arrangements, Sunward Acquisitions N.V., or Sunward Acquisitions, our indirect Dutch subsidiary, contributed its
85.2% interest in CEMEX Espafiato New Sunward Holding B.V., or New Sunward Holding, in exchange for al its
ordinary shares. A special purpose entity, which was neither owned nor controlled by us, borrowed U.S.$1.5 billion
from a syndicate of banks and New Sunward Holding issued preferred equity to the special purpose entity in
exchange for the U.S.$1.5 billion, which was used to subscribe for further sharesin CEMEX Espafia. During 2001,
we redeemed a portion of the then-outstanding preferred equity in the amount of U.S.$600 million, and at year-end
2001, the balance outstanding was U.S.$900 million. In February 2002, we refinanced this preferred equity
transaction, pursuant to which we redeemed U.S.$250 million of the outstanding preferred eguity and extended the
termination dates on the remaining U.S.$650 million. In October 2003, we redeemed before maturity all the
U.S.$650 million (Ps7,444 million) of preferred equity outstanding.

For accounting purposes under Mexican GAAP, the preferred equity was recorded as aminority interest on
our balance sheet until itsliquidation. Dividends paid on the preferred equity were recorded as a minority interest
on our income statement. For the year ended December 31, 2003 preferred equity dividends amounted to
approximately U.S.$12.5 million.
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In October 2004, we liquidated the remaining 9.66% Putable Capital Securities for approximately U.S.$66
million (Ps705 million). These capita securities wereissued in 1998 by one of our Spanish subsidiariesin an
aggregate liquidation amount of U.S.$250 million, with an annual dividend rate of 9.66%. In April 2002, through a
tender offer, U.S.$184 million of the capita securities were redeemed. The amount paid to holdersin excess of the
nominal amount of the capital securities pursuant to the early redemption of approximately U.S$20 million (Ps229
million) was recognized against stockholders’ equity. The balance outstanding as of December 31, 2003 was
U.S.$66 million (Ps756 million). Until January 1, 2004, for accounting purposes under Mexican GAAP, this
transaction was recorded as minority interest in our balance sheet and dividends paid on the capital securities were
recorded as minority interest net income in our income statement. For the year ended December 31, 2003, capital
securities dividends amounted to approximately U.S.$6.4 million. As of January 1, 2004, as aresult of new
accounting pronouncements under Mexican GAAP, this transaction was recorded as debt in our balance sheet and
dividends paid on the capital securities during 2004, which amounted to approximately U.S.$6 million (Ps75
million), were recorded as part of financial expensesin our income statement.

Our Prior Equity Arrangements

In December 1995, we entered into a financing transaction pursuant to which one of our Mexican
subsidiaries transferred shares of stock of one of its cement companies to atrust, and athird party purchased a
beneficial interest in the trust for approximately U.S.$124 million in exchange for notes issued by thetrust. We had
theright to reacquire these assets on various dates until 2007. During the course of the transaction, we were
committed to make annual repurchases of the shares underlying the trust, aswell as annual fee payments, which
represented the cost of retaining the repurchase option. In December 2003, we acquired the remaining assets for
approximately U.S.$76 million.

From inception of the transaction until repurchase of the assets, the assets rel ated to this transaction were
considered as owned by third parties; therefore, for accounting purposes under Mexican GAAP, this transaction was
included as minority interest in our balance sheet. For the year ended December 31, 2003, the expense generated by
retaining the option to re-acquire the assets amounted to approximately U.S.$15 million and was included as
financial expensein our income statement.

In December 1999, by means of a public offer on the Mexican Stock Exchange, or MSE, and the New Y ork
Stock Exchange, or NY SE, we issued to our shareholders, members of our board of directors and other executives
105 million appreciation warrants (“warrants”) maturing on December 13, 2002, at a subscription price in pesos of
Ps3.2808 per appreciation warrant. A portion of the appreciation warrants was subscribed as American Depositary
Warrants, or ADWSs, each ADW representing five warrants.

In November 2001, we launched a voluntary public exchange offer of new warrants and new ADWs
maturing on December 21, 2004, for our existing warrants and our existing ADWs on a one-for-one basis. Of the
total 105 million warrants originally issued, 103,790,945, or 98.9%, were tendered in exchange for the new
warrants. Both the old warrants and the new warrants were designed to allow the holder to benefit from future
increases in the market price of our CPOs, with any appreciation value to be received in the form of our CPOs or
ADSs, asapplicable. The old warrants expired on December 13, 2002 in accordance with their terms without any
payments to the holders. Until September 2003, the CPOs and ADSs required to cover potential exercises of
warrants were held through equity forward contracts with financia ingtitutions. These forward contracts were settled
in October 2003 through simultaneous secondary equity offerings on the MSE and the NY SE made by us and the
banks holding the shares. See note 17A to our consolidated financial statementsincluded elsewhere in this annual
report and “— Our Equity Derivative Forward Arrangements.”

In November and December 2003, we announced a simultaneous public offer in the MSE and the NY SE
that was concluded during January 2004 by means of which we repurchased for cash 90,018,042 warrants, or 86.7%,
of the then outstanding warrants and warrants represented by ADWs, which included approximately 34.9 million
warrants owned by or controlled by us and our subsidiaries. The price at which the warrants were purchased was
Ps8.10 per warrant (Ps40.50 per ADW). In addition, in December 2004, the remaining outstanding 13,772,903
warrants were automatically exercised upon expiration of the warrantsin accordance with their terms. Considering
the results of the purchase of warrantsin January 2004, the exercise in December 2004 and the direct expenses
related to these transactions, approximately Ps1,010 million was paid. Thisamount was recognized against
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stockholders’ equity within additional paid-in-capital. See note 15F to our consolidated financial statements
included elsewhere in this annual report and “— Our Equity Derivative Forward Arrangements.”

Our Prior Equity Derivative Forward Arrangements

As of December 31, 2004, we had forward contracts covering atotal of 30,644,267 ADSs with different
maturities until October 2006 and an aggregate notional amount of U.S.$1,112 million. These forward contracts
were entered into to hedge the future exercise of the options granted under our executive stock option programs.
Changesin the estimated fair value of these contracts were recognized in the income statement as a component of
the costs generated by the option programs. As of December 31, 2004, the estimated fair value of these contracts
was a gain of approximately U.S.$45 million (Ps479 million). In October 2005, in connection with anon-dilutive
equity offering of all the shares underlying those forward contracts, we agreed with the forward banks to settle those
forward contracts for cash. From the offering proceeds of approximately U.S.$1.5 billion, after expenses,
approximately U.S.$1.3 billion was used to settle our obligations under those forward contracts.

In addition, as of December 31, 2004, we had forward contracts covering atotal of 1,364,061 ADSs with
different maturities until January 2006 and an aggregate notional amount of U.S.$45 million. Until December 31,
2004, these contracts were treated as equity instruments; therefore, changes in their fair value were recognized in
stockholders’ equity when settled. Starting in 2005, changes in the fair value of these contracts were recognized in
earnings. As of December 31, 2004, the estimated fair value of these contracts was a gain of U.S.$6.0 million (Ps64
million). During 2004, contracts representing 2,509,524 CPOs that were held to meet our obligations to deliver
shares under the warrants program were settled, resulting in a gain of U.S.$3 million (Ps28 million) which was
recognized in stockholders’ equity. See note 16E to our consolidated financial statements included elsewherein this
annual report. These forward contracts were settled for cash in October 2005 together with the forward contracts
described in the preceding paragraph in connection with anon-dilutive equity offering of all the shares underlying
the forward contracts. See note 17A to our consolidated financial statementsincluded e sewherein thisannual report

Our Receivables Financing Arrangements

We have established sales of trade accounts receivable programs with financial ingtitutions, referred to as
securitization programs. These programs were negotiated by our subsidiariesin Mexico during 2002, our subsidiary
in the United States during 2001 and our subsidiary in Spain during 2000. Through the securitization programs, our
subsidiaries effectively surrender control, risks and the benefits associated to the accounts receivabl e sold; therefore,
the amount of receivables sold isrecorded as a sale of financial assets and the balances are removed from the
balance sheet at the moment of sale, except for the amounts that the counterparties have not paid, which are
reclassified to other accountsreceivable. See notes 5 and 6 to our consolidated financial statementsincluded
elsewherein thisannual report. The balances of receivables sold pursuant these securitization programs as of
December 31, 2004 and 2005 were Ps6,822 million (U.S.$642 million) and Ps7,334 million (U.S.$691 million),
respectively. The accountsreceivable qualifying for sale do not include amounts over specified days past due or
concentrations over specified limits to any one customer, according to the terms of the programs. Expensesincurred
under these programs, originated by the discount granted to the acquirers of the accountsreceivable, are recognized
in the income statements and were approximately Ps109 million (U.S.$10 million) in 2003, Ps121 million (U.S.$11
million) in 2004 and Ps210 million (U.S.$20 million) in 2005. The proceeds obtained through these programs have
been used primarily to reduce net debt.

Stock Repurchase Program

Under Mexican law, our shareholders may authorize a stock repurchase program at our annual
shareholders’ meeting. Unless otherwise instructed by our shareholders, we are not required to purchase any
minimum number of shares pursuant to such program.

In connection with our 2004 annual shareholders’ meeting held on April 28, 2005, our shareholders
approved a stock repurchase program in an amount of up to Ps6 billion (approximately U.S.$565 million) to be
implemented between April 2005 and April 2006. See note 15A to our consolidated financial statementsincluded
elsewherein thisannual report. This program expired in April 2006 and no CPOs were repurchased under this

program.
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In connection with our 2005 annual shareholders’ meeting held on April 27, 2006, our shareholders
approved a stock repurchase program in an amount of up to Ps6 billion (approximately U.S.$540 million) to be
implemented between April 2006 and April 2007.

Recent Developments

On March 31, 2006, we issued a prepayment notice to the holders of the 8.40% Series A Senior Notes due
2010, 8.50% Series B Senior Notes due 2012, and 8.72% Series C Senior Notes due 2020 issued by RMC on
November 30, 2000 for a then aggregate principal amount of U.S.$255 million, as described above. At the same
time, we issued a prepayment notice to the holders of other outstanding notes originally issued by RMC in private
placements for an aggregate principal amount of U.S.$122 million. These prepayments, which amounted to a total
of approximately U.S.$377 million, were made on May 5, 2006.

Resear ch and Development, Patents and Licenses, etc.

Our research and development, or R&D, efforts help usin achieving our goal of increasing market sharein
the markets in which we operate. The department of the Vice President of Technology is responsible for developing
new products for our cement and ready-mix businesses that respond to our clients’ needs. The department of the
Vice President of Energy hasthe responsbility for devel oping new processes, equipment and methods to optimize
operational efficiencies and reduce our costs. For example, we have developed processes and products that allow us
to reduce heat consumption in our kilns, which in turn reduces energy costs. Other products have also been
devel oped to provide our customers a better and broader offering of products in a sustainable manner. We believe
this has helped usto keep or increase our market sharein many of the marketsin which we operate.

We have ten laboratories dedicated to our R&D efforts. Nine of these |aboratories are strategically located
in close proximity to our plantsto assist our operating subsidiaries with troubleshooting, optimization techniques
and quality assurance methods. One of our laboratoriesislocated in Switzerland where we are continually
improving and consolidating our research and development effortsin the areas of cement, concrete, aggregates,
admixtures, mortar and asphalt technology, as well asin information technology and energy management. We have
several patent registrations and pending applications in many of the countries in which we operate. These patent
registrations and applications relate primarily to different materials used in the construction industry and the
production processes related to them, as well as processes to improve our use of alternative fuels and raw materials.

Our Information Technology divisions have devel oped information management systems and software
relating to cement and ready-mix operational practices, automation and maintenance. These systems have helped us
to better serve our clientswith respect to purchasing, delivery and payment.

R& D activities comprise part of the daily routine of the departments and divisions mentioned above;
therefore, the costs associated with such activities are expensed asincurred. However, the costs incurred in the
development of software for internal use are capitalized and amortized in operating results over the estimated useful
life of the software, which is approximately 4 years.

In 2004 and 2005, the combined total expense of the departments of the Vice President of Energy and the
Vice President of Technology, which includes R&D activities, amounted to approximately U.S.$35 million and
U.S.$38 million, respectively. In addition, in 2004 and 2005, we capitalized approximately U.S.$10 million and
U.S.$17 million, respectively, related to internal use software development. See note 11 to our consolidated
financial statementsincluded elsewhere in thisannual report.

Trend Infor mation

The following discussion contains forward-looking statements that reflect our current expectations and
projections about future events based on our knowledge of present facts and circumstances and assumptions about
future events. Inthisannual report, thewords “expects, ” “believes,” “anticipates,” “estimates,” “intends,”
“plans,” “probable” and variations of such words and similar expressions are intended to identify forward-looking
statements. Such statements necessarily involve risks and uncertainties that could cause actual results to differ
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materially from those anticipated. The information set forth below is subject to change without notice, and we are
not obligated to publicly update or revise forward-looking statements.

Overview

During 2005 we achieved two very important milestones. First, we posted our strongest financid results
ever. This achievement comes primarily from the consolidation of the RMC operations for the ten-month period
ending December 31, 2005 and therelated synergies, as well as from higher domestic volumes and prices in most of
the marketsin our portfolio.

Our second major milestone of the year was the undertaking and completion of the acquisition of the RMC
group on March 1, 2005. This has been not only the largest but also our most complex acquisition to date, involving
personnel from all of our operationsin amulti-country and multi-disciplinary effort. Theintegration of this
acquisition and the continuous improvement efforts is an ongoing process. As of December 31, 2005, we had
identified approximately U.S.$360 million of annual savingsthat we expect to achieve by 2007 through cost-saving
synergies, including approximately U.S.$240 million during 2006. As of December 31, 2005, more than 80% of the
post-merger integration initiatives required to achieve the expected synergies have been put in place.

Outlook for Our Major Markets

Thefollowing isadiscussion of our outlook for our four major markets, the United States, Mexico, Spain
and the United Kingdom, which together generated approximately 62% of our net salesin 2005.

United Sates

In the United States, all segments of demand experienced strong growth throughout 2005. Spending in the
public sector spending grew significantly during 2005, especially spending on streets and highways. We expect that
streets and highways spending will continue to be a primary driver of demand in this sector in 2006 with the recently
approved, U.S.$287 hillion six-year surface-trangportation program known as SAFETEA-LU, coupled with the
generally improving economic environment and fiscal condition of the states. Consequently, we expect volumesin
the public-works and street-and-highway sectors to increase in 2006.

Theresidential sector growth during 2005 was driven mainly by attractive financial terms, better
employment, positive household formation, tight inventories, and continued migration flows stemming from
northern baby boomers. However, due to higher home prices and higher mortgage rates we are cautiously expecting
amoderate decline in this sector for 2006.

We expect that the indugtrial-and-commercia sector will continueits growth trend during 2006 due to
continued economic expanson.

Overall, we expect cement volumes in the U.S. to grow in line with, or dightly in excess of, U.S. gross
domestic product (GDP) growth and we expect ready-mix concrete volumes to grow at a pace slightly below U.S.
GDP growth during 2006. We believe the probability of realizing most of our announced price increasesin the
United Statesis being enhanced by the continuing favorable supply demand dynamics.

Mexico

In Mexico we expect GDP growth, driven in part by increased government spending, increases in
mortgages and to alesser extent, astrong self construction sector asaresult of relatively stable real wages and
employment. For 2006, foreign direct investment and remittances from workers abroad should remain at the same
levels as 2005 and contribute to strong economic activity.

We expect that demand in the public sector in 2006 will be driven by government spending on streets and
highways, public buildings, hurricane reconstruction efforts and other infrastructure projects. We al so expect
demand in this sector to be supported by strong government finances as aresult of continued fiscal discipline, and
supported by higher prices for Mexican oil exports. In addition, in February 2006, the government began making
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distributions from the oil surplus fund from 2005, which was approximately U.S.$1 billion. Asaresult, we expect
volumes in the public sector to increase in 2006.

In theresidential sector, we expect that cement demand in 2006 will be driven by low- and middle-income
housing growth as mortgage awards sponsored by Infonavit and other institutions continue to increase at an
accelerated pace and mortgages granted by commercial banks are expected to double in 2006. We expect a dight
increasein volumes in this sector in 2006.

We expect volumes in the self-construction sector to increase moderately in 2006, asaresult of relatively
stable real wages and employment. We believe this sector is growing at a slower pace than GDP because the higher
availability of mortgage financing has enabled the residential construction sector to satisfy some of the housing
demand.

Overall, we expect that cement consumption from government and other ready-mix-intensive projects will
translate into an increase in our ready-mix concrete volumes in 2006.

Although we are optimistic about the trend in cement consumption, given the potential uncertainties
resulting from our electoral cycle, we are cautiously estimating moderate growth in cement volumes for 2006.

Spain

In Spain, al segments of demand remained strong during 2005, driven by arobust construction sector. For
2006, we expect moderate GDP growth in Spain.

In 2005, the residential sector had its strongest year ever, with housing starts exceeding the 700 thousand
mark. For 2006, we expect volumes in the residential sector to decline dightly, although housing starts are expected
to remain at high levels with robust cement consumption.

We expect volumes in the public-works sector to remain flat in 2006. At the national level, we expect this
sector to improve after atrangtional period in which some projects were put on hold as the new government settled
in. On the other hand, we expect local municipalities to moderate their public-works activity throughout the year.
Construction activity is also expected to be positively impacted by the electoral cycle, as several local e ections will
take place in 2007. We also expect demand in the public-works sector will be supported by the Spanish
government’s new infrastructure plan, which is expected to run through 2020 and which represents an annual
increase of U.S.$4 billion, or more than 25% per annum, over the previous one.

We expect the industrial -and-commercial sector will remain stable throughout 2006.

Overall, we expect moderate volume growth in Spain for 2006.

United Kingdom

In the United Kingdom, cement volumes fell by approximately 2% in 2005. The decreasein cement
consumption was due mainly to a continued deceleration of the economy, as GDP growth for 2005 is expected to
have been less than 2%, lower than the original forecast of between 3% and 3.5%. Thisresulted in a contraction of
the construction output of approximately 1%, thefirst annual decline in the United Kingdom since 1994.

We expect GDP in the United Kingdom to grow slightly in 2006, with moderate growth in construction
spending.

We expect a continuation of the same trend we saw in the latter half of 2005, with activity levels slowly
improving. We believe the anticipated return to growth in the public sector and the industrial-and-commercial
sector will partially offset the subdued activity in the repair, maintenance, and improvement sector and the
residential sector. We expect the weak trend to turn around during the second half of 2006.
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We expect that the residential sector will not be very active in 2006 due to higher interest rates and housing
prices. Improvement in the public-works sector will depend upon the government returning to its previously
announced investments in infrastructure, highway, and other public building projects.

Overall, we expect volumes in the United Kingdom in 2006 to remain roughly flat compared with those of
last year.

Summary of Material Contractual Obligationsand Commercial Commitments

As of December 31, 2005, our subsidiaries had future commitments for the purchase of raw materialsfor an
approximate amount of U.S.$169 million.

In March 1998, we entered into a 20-year contract with PEMEX providing that PEMEX’s refinery in
Cadereyta would supply us with 900,000 tons of petcoke per year, commencing in 2003. In July 1999, we entered
into a second 20-year contract with PEMEX providing that PEMEX’s refinery in Madero would supply us with
850,000 tons of petcoke per year, commencing in 2002. We expect the PEMEX petcoke contracts to reduce the
volatility of our fuel costs and provide us with a consistent source of petcoke throughout their 20-year terms.

In 1999, we reached an agreement with ABB Alstom Power and Sithe Energies, Inc. requiring Alstom and
Sithe to finance, build and operate “Termoeléctrica del Golfo,” a 230 megawatt energy plant in Tamuin, San Luis
Potosi, Mexico and to supply electricity to us for a period of 20 years. Pursuant to the agreement, we are obligated
to purchase the full electric capacity generated by the power plant during the 20-year period. We are aso obligated
to supply Alstom and Sithe with 1,200,000 tons of petcoke per year for the 20-year period for the consumption of
this power plant and another power plant built and operated by Alstom and Sithe for Pefioles, a Mexican mining
company. We expect to meet our petcoke delivery requirements to Alstom and Sithe through several petcoke supply
agreements, including our petcoke supply contract with PEMEX. Pursuant to the agreement, we may be obligated
to purchase the Termoel éctrica del Golfo plant upon the occurrence of specified material defaults or events, such as
failure to pay when due, bankruptcy or insolvency, and revocation of permits necessary to operate the facility, and
upon termination of the 20-year period, we will have theright to purchase the assets of the power plant. We expect
this arrangement to reduce the volatility of our energy costs and to provide approximately 80% of CEMEX
Mexico’s electricity needs. The power plant commenced commercial operations on May 1, 2004. As of December
31, 2005, after twenty months of operations, the power plant has supplied eectricity to 10 of our cement plantsin
Mexico covering approximately 73% of their needs for e ectricity and has represented a decrease of approximately
28% in the cost of dlectricity at these plants.

For purposes of presenting the approximate cash flows that will be required to meet our other material
contractual obligations, the following table presents a summary of those obligations, as of December 31, 2005:

Payments Due by Period

(In millions of U.S. Dollars)

Lessthan 1-3 35 Morethan
Contractual Obligations Total 1Year Years Years 5Years

Long-term bank |oans and notes payable.................... 8,745 534 2,794 4,501 916
Capital lease obligations..........ccceereereenieeneeeeseeen 106 30 41 31 4

Total debt (1)...cceeeveeeeeeeeeee e 8,851 564 2,835 4,532 920
Operating 1€8Se5 (2)....ccvvveiveerieeieeieeeeee e 634 178 251 113 92
Interest payments on our indebtedness (3).................. 1,968 564 817 409 178
Estimated cash flows under interest rate

AENVALIVES (4) oo 330 106 114 79 31
Planned funding of pension plans and other post-

retirement benefits (5).....ccceverererienieriene e 1,466 136 272 285 773

(1) Total long-term debt including current maturities is presented in note 12 to our consolidated financial satementsincluded € sewherein this
annual report. In addition, as of December 31, 2005, we had lines of credit totaling approximately U.S.$9.9 billion, of which the available
portion amounted to approximately U.S.$2.9 hillion. The scheduling of debt payments does not consider the effect of any refinancing that

95



may occur on our debt during the following years. However, we have been successful in the past in replacing our long-term obligations
with others of similar nature, and we intend to do so in the future.

(2) Operating leases have not been cal culated on the basis of net present value; instead they are presented in the basis of nominal future cash
flows. See note 22D to our consolidated financial statementsincluded € sewhere inthisannual report. Our operating leases as of December
31, 2005 included the lease of the Bal cones cement plant in New Braunfels, Texas which was scheduled to expire on September 9, 2009.
On March 20, 2006, we agreed to terminate thislease prior to expiration and purchased the Bal cones cement plant for approxi mately
U.S.$61 million.

(3) Inthe determination of our future estimated interest payments on our floating rate denominated debt, we used the interest ratesin effect as
of December 31, 2005.

(4) Our egtimated cash flows under interest rate derivatives, which include theinterest rate cash flows under our interest rate swaps and our
Cross currency swap contracts, represent the net amount between the rate we pay and the rate we receive under such contracts. In the
determination of our future estimated cash flows, we used theinterest rates applicable under such contracts as of December 31, 2005.

(5) Amounts relating to our planned funding to pensions and other postretirement benefits presented in the table above represent our estimated
annual payments under these benefits for the next 10 years, determinedinlocal currency and translated into U.S. dollars at the exchange
rates as of December 31, 2005, and includes our estimate of the number of new retirees during such future years.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements that are reasonably likely to have a material effect on
our financial condition, operating results, liquidity or capital resources.

Qualitative and Quantitative Market Disclosure
Our Derivative Financial Instruments

In compliance with the procedures and controls established by our risk management committee, we have
entered into various derivative financial instrument transactions in order to manage our exposure to market risks
resulting from changes in interest rates, foreign exchange rates and the price of our common stock. We actively
evaluate the creditworthiness of the financial institutions and corporations that are counterparties to our derivative
financial instruments, and we believe that they have the financial capacity to meet their obligationsin relation to
these instruments.

Thefair value of derivative financial insruments is based on estimated settlement costs or quoted market
prices and supported by confirmations of these values received from the counterparties to these financia
instruments. The notiona amounts of derivative financial instrument agreements are used to measureinterest to be
paid or received and do not represent the amount of exposure to credit loss.

(U.S.$ millions)
At December 31, 2004 At December 31, 2005
Notional Estimated Notional Estimated
Derivative I nstruments amount fair value amount fair value Maturity Date

Equity forward contracts............cccu.... 1,157 66 - - -
Foreign exchange forward
CONFACES.....everieeiee e 4,898 63 3,200 173 Jan 06- Jul 07
Interest rates swaps.... . 1,950 (174) 2,725 52 Jun 09- Apr 10
Cross currency swaps........... . 1,118 209 2,290 212 Jun 06- Jun 11
Derivativesrelated to energy ............. 168 (6) 159 4) May 2017

Our Equity Derivative Forward Contracts

A substantial portion of our equity derivative forward contracts held as of December 31, 2004, with an
aggregate notional amount of U.S.$1,112 million, were entered into to hedge the potential exercises of options under
our U.S. dollar denominated executive programs (see notes 16 and 17 to our consolidated financia statements
included elsewherein this annual report). Changesin the estimated fair value of these forwards were recognized in
the income statement as a component of the costs generated by the stock option programs. The estimated fair value
of these forward contracts represented a gain of approximately U.S.$45 million as of December 31, 2004. In October
2005, in connection with a non-dilutive equity offering of all the ADSs underlying those forward contracts, we
agreed with the forward banks to settle those forward contracts for cash. From the offering proceeds of
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approximately U.S.$1.5 hillion, after expenses, approximately U.S.$1.3 billion was used to settle our obligations
under those forward contracts.

In addition, as of December 31, 2004, we held equity forward contracts with an aggregate notional amount
of U.S.$45 million. Until December 31, 2004, these contracts were treated as equity instruments; therefore, changes
in their fair value were recognized in stockholders’ equity upon settlement. Asof December 31, 2004, the estimated
fair value of these contracts was a gain of approximately U.S.$6.0 million (Ps64 million). Asof January 1, 2005,
changes in the fair value of these forward contracts were recognized in the income statement in the same manner as
our other forward contracts described in the preceding paragraph. These forward contracts were settled for cash in
October 2005 together with the forward contracts described in the preceding paragraph in connection with anon-
dilutive equity offering of all the shares underlying the forward contracts.

Our Foreign Exchange Forward Contracts

A portion of our foreign exchange forward contracts held as of December 31, 2004 and 2005, with notional
amounts of U.S.$957 million and U.S.$3,137 million, respectively, are accounted for at their estimated market value
as hedge instruments for our net investmentsin foreign subsidiaries. Gains or |osses on these forward contracts are
recognized as an adjustment to stockholders’ equity within the related foreign currency translation adjustment.

As of December 31, 2004, we held structured foreign exchange forward contracts, collars and digital
options for anotional amount of U.S.$3,453 million in connection with our commitment to purchase RMC. The
derivatives were entered into to hedge the variability in cash flows associated with exchange fluctuations between
the Dallar, the currency in which we obtained the funds to purchase, and Pounds, the currency in which our firm
commitment was denominated. These contracts were designated as accounting hedges of the foreign exchange risk
associated with the firm commitment agreed to on November 17, 2004, the date on which RMC’s shareholders
committed to sell their sharesat afixed price. Changesin the estimated fair value of these contracts from the
designation date, which represented again of approximately U.S.$132 million (Ps1,411 million), was recognized in
stockholders’ equity in 2004, and was reclassified to earnings on March 2005, the month in which the final purchase
occurred. The changein the estimated fair value of these contracts from their origination until their designation as
hedges in 2004 was a gain of approximately U.S.$102 million (Ps1,094 million) and was recognized in earningsin
2004. Seenote 17 to our consolidated financial statementsincluded elsewherein this annual report.

Our Interest Rate Swaps

As of December 31, 2004 and 2005, we held interest rate swaps for notiona amounts of U.S.$1,950 million
and U.S.$2,725 million, respectively, entered into in order to hedge contractual cash flows (interest payments) of
underlying debt negotiated at floating rates. Although these interest rate swap contracts, are part of, and
complement, our financial strategy, they generally do not meet the accounting hedge criteria. Consequently,
changes in the estimated fair value of these instruments were recognized in earnings. However, as of December 31,
2005, several of our interest rate swap contracts, with an aggregate notional amount of U.S.$1,500 million, met the
accounting hedge criteria and were designated as accounting hedges of contractual cash flows (interest payments) of
aportion of our floating rate debt. Accordingly, changes in the estimated fair value of these instruments that meet
the accounting hedge criteria are recognized as stockholders’ equity, and will be reclassified to earnings asthe
financial expense of therelated debt isaccrued. In addition, periodic payments under these instruments that meet
the accounting hedge criteria are recognized in earnings as an adjustment of the effective interest rate of therelated
debt. Seenote 12A to our consolidated financial statements included elsawhere in thisannual report.

Our Cross Currency Swaps

As of December 31, 2004 and 2005, we held cross currency swap contracts related to our short-term and
long-term financial debt portfolio. Through these contracts, we carried out the exchange of the originally contracted
currencies and interest rates, over a determined amount of underlying debt. During the life of these contracts, the
cash flows originated by the exchange of interest rates under the cross currency swap contracts match the interest
payment dates and conditions of the underlying debt. Likewise, at maturity of the contracts and the underlying debt,
we will exchange with the counterparty notional amounts provided by the contracts so that we will receive an
amount of cash flow equal to cover our primary obligation under the underlying debt. In exchange, we will pay the
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notional amount in the exchanged currency. Asaresult, we have effectively exchanged therisks related to interest
rates and foreign exchange variations of the underlying debt to the rates and currencies negotiated in the cross
currency swap contracts. See note 12B to our consolidated financial statements included elsewherein this annual
report.

The periodic cash flows on the cross currency swap insruments arising from the exchange of interest rates
arerecorded in the comprehensive financing result as part of the effective interest rate of the related debt. We
recognize the estimated fair value of the cross currency swap contracts as assets or liabilitiesin the balance shest,
with changes in the estimated fair value being recognized through the income statement. All financia assets and
liabilities with the same maturity, for which our intention isto simultaneoudly realize or settle, have been offset for
presentation purposes, in order to reflect the cash flows that we expect to receive or pay upon settlement of the
financial instruments.

In respect of the estimated fair value recognition of the cross currency swap contracts, as of December 31,
2004 and 2005, we recognized net assets of U.S.$209 million (Ps2,227 million) and U.S.$212 million (Ps2,250
million), respectively, related to the estimated fair value of the short-term and long-term cross currency swap
contracts, of which,

e A gan of approximately U.S.$301 million (Ps3,212 million) as of December 31, 2004 relates to
prepayments made of Y en- and Dollar-denominated obligations under our cross currency swaps,
thereby decreasing the carrying amounts of therelated debt (we did not make any prepayments of Yen
and Dollar-denominated obligations during 2005), and

e Alossof approximately U.S.$92 million (Ps985 million) as of December 31, 2004 and a gain of
approximately U.S.$212 million (Ps2,251 million) as of December 31, 2005 represented the contracts’
estimated fair value, before prepayment effects (with respect to 2004 only), and includes:

e Losses of approximately U.S.$132 million (Ps1,408 million) as of December 31, 2004 and
gains of approximately U.S.$135 million (Ps1,434 million) as of December 31, 2005, which
are directly related to variations in exchange rates between the inception of the contracts and
the balance sheet date, and which were offset for presentation purposes during 2004 only as
part of the related debt carrying amount,

e Gainsof approximately U.S.$11 million (Ps116 million) as of December 31, 2004 and
approximately U.S.$15 million (Ps159 million) as of December 31, 2005, identified with the
periodic cash flows for the interest rate swaps, and which were recognized as an adjustment of
therelated financing interest payable, and

e Remaining net assets of approximately U.S.$29 million (Ps307 million) as of December 31,
2004 and approximately U.S.$69 million (Ps733 million) as of December 31, 2005, which
were recognized within other short-term and long-term assets and liabilities, as applicable.
See note 12B to our consolidated financial statementsincluded elsewherein this annual

report.

As of December 31, 2004, the effect on our balance shest, arising from the accounting assets and liabilities
offset, was that the book value of the financial liahilities directly related to the cross currency swap contracts was
presented asif such financia liabilities had been effectively negotiated in the exchange currency instead of in the
originally contracted currency. Asof December 31, 2005, asaresult of new accounting pronouncements under
Mexican GAAP, which became effective as of January 1, 2005, the book value of the financia liabilities directly
related to the cross currency swap contracts are presented in the originally contracted currency. For the years ended
December 31, 2004 and 2005, the changes in the estimated fair value of our cross currency swap contracts,
excluding prepayment effects in 2004, resulted in aloss of approximately U.S.$192 million (Ps2,246 million) and a
gain of approximately U.S.$304 million (Ps3,228 million), respectively, which were recognized within the
comprehensive financing result.
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Our Derivatives Related to Energy Projects

As of December 31, 2004 and 2005, we had an interest rate swap maturing in May 2017, for anotional
amount of U.S.$159 million and U.S.$150 million, respectively, negotiated to exchange floating for fixed interest
rates, in connection with agreements we entered into for the acquisition of eectric energy for a 20-year period
commencing in 2003. During the life of the derivative contract and over its notional amount, we will pay LIBOR
rates and receive a 7.53% fixed rate until maturity in May 2017. In addition, during 2001 we sold a floor option for
anotional amount of U.S.$168 million and U.S.$159 million as of December 31, 2004 and 2005, respectively,
related to the interest rate swap contract, pursuant to which, commencing in 2003 and until 2017, we pay the
difference between the 7.53% fixed rate and LIBOR rates. Through the sale of this option, we received a premium
of approximately U.S.$22 million (Ps251.9 million) in 2001. As of December 31, 2004 and 2005, the combined
estimated fair value of the swap and floor contracts, amounting to approximate losses of U.S.$6 million (Ps67
million) and U.S.$4 million (Ps44 million), respectively, were recorded in the comprehensive financing result for
each period. As of December 31, 2004 and 2005, the notional amount of both contractsisnot aggregated,
considering that there is only one notional amount with exposure to changes in interest rates and the effects of one
instrument are proportionally inverse to the changes in the other one. See note 17C to our consolidated financial
statements included el sewhere in this annual report.

Interest Rate Risk, Foreign Currency Risk and Equity Risk
Interest Rate Risk

The table bel ow presents tabular information of our fixed and floating rate long-term foreign currency-
denominated debt as of December 31, 2005. It includes the effects generated by the interest rate swaps and the cross
currency swap contracts that we have entered into, covering a portion of our financia debt originally negotiated in
Pesos and Doallars. See note 12 to our consolidated financial statementsincluded el sewhere in this annual report.
Average floating interest rates are cal culated based on forward rates in the yield curve as of December 31, 2005.
Future cash flows represent contractual principa payments. The fair value of our floating rate long-term debt is
determined by discounting future cash flows using borrowing rates available to us as of December 31, 2005 and is
summarized asfollows:

Expected maturity dates as of December 31, 2005

After Fair
Debt 2006 2007 2008 2009 2010 2011 Total Value
(Millions of Dollars equivalents of debt denominated in foreign currencies)
Variablerate......couuvvereervenienieeerreienns 510 1,148 599 1,051 1,618 47 4,973 4,830
Averageinterest rate. 5.24% 5.20% 5.15% 5.25% 5.25% 5.13%
Fixedrate ........coeonn. 54 194 895 1,387 476 872 3,878 3,918
Averageinterest rate .........coeveeeenennes 5.09% 4.99% 4.97% 5.06% 5.71% 5.34%

As of December 31, 2005, we were subject to the volatility of the floating interest rates, which, if such rates
were to increase, may adversely affect our financing cost and our net income. As of December 31, 2005, 56% of our
foreign currency-denominated long-term debt bears floating rates at a weighted average interest rate of LIBOR plus
43 basis points, after giving effect to our interest rate swaps and cross currency swaps. As of December 31, 2005,
we also held interest rate swaps for a notiona amount of U.S.$2,725 million and with afair value gain of
approximately U.S.$52 million during 2005. Pursuant to these interest rate swaps, we receive variable rates and
deliver fixed rates over the notional amount. These derivatives, even when they do not meet the criteriato be
considered hedging items for accounting purposes, complement our financial strategy and mitigate our overall
exposure to floating rates. See “— Our Derivative Financial Insruments — Our Interest Rate Swaps.”

The potential change in the fair value as of December 31, 2005 of these contracts that would result from a

hypothetical, instantaneous decrease of 50 basis pointsin the interest rates would be a loss of approximately U.S.$28
million (Ps300 million).
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Foreign Currency Risk

Due to our geographic diversification, our revenues are generated in various countries and settled in
different currencies. However, some of our production costs, including fuel and energy, and some of our cement
prices, are periodically adjusted to take into account fluctuations in the Dollar/Peso exchange rate. For the year
ended December 31, 2005, approximately 19% of our net sales, before eliminations resulting from consolidation,
were generated in Mexico, 25% in the United States, 9% in Spain, 9% in the United Kingdom, 16% in our Rest of
Europe segment, 9% in South America, Central America and the Caribbean, 3% in Africaand the Middle East, 2%
in Asiaand 8% from other regions and our cement and clinker trading activities. Asof December 31, 2005, our debt
amounted to Ps101 hillion, of which approximately 51% was Dollar-denominated, 21% was Euro-denominated,
21% was Peso-denominated, 5% was Y en-denominated and 2% was Pound-denominated; therefore, we had a
foreign currency exposure arisng from the Dollar-denominated debt, the Euro-denominated debt, the Y en-
denominated debt and the Pound-denominated debt, versus the currenciesin which our revenues are settled in most
countries in which we operate. See “— Liquidity and Capital Resources — Our Indebtedness,” Item 10 —
“Additional Information — Material Contracts” and ‘“Risk Factors — We have to service our Dollar denominated
debt with revenues generated in Pesos or other currencies, aswe do not generate sufficient revenue in Dollars from
our operationsto service all our Dollar denominated debt. This could adversely affect our ability to service our debt
in the event of a devaluation or depreciation in the value of the Peso, or any of the other currencies of the countries
in which we operate.” Although we also have a small portion of our debt in other currencies, we have generated
enough cash flow in those currencies to service that debt. Therefore, we believe thereisno material foreign
currency risk exposure with respect to that debt.

As previously mentioned, we have entered into cross currency swap contracts, designed to change the
original profile of interest rates and currencies over aportion of our financial debt. See “— Our Derivative Financial
Instruments.” As of December 31, 2005, the estimated fair value of these instruments was a gain of approximately
U.S.$212 million (Ps2,251 million). The potentia change in the fair value of these contracts as of December 31,
2005 that would result from ahypothetical, instantaneous depreciation of 10% in the exchange rate of the Peso
againg the Doallar, would be a loss of approximately U.S.$189 million (Ps2,007 million).

Additionaly, as previously mentioned, we have entered into foreign exchange forward contracts designed
to hedge our net investment in foreign subsidiaries, our firm commitments, as well as other currency derivative
instruments. See “— Our Derivative Financial Instruments.” The combined estimated fair value of our foreign
exchange forwards that hedge our net investment in foreign subsidiaries and our other currency derivatives as of
December 31, 2005 was a gain of approximately U.S.$173 million (Ps1,837 million). The potentia change in the
fair value of these derivatives as of December 31, 2005 that would result from a hypothetical, instantaneous
depreciation of 10% in the exchange rate of the Peso combined with a appreciation of 10% of the Euro againg the
Dollar would be aloss of approximately U.S.$422 million (Ps4,482 million), which would be partialy offset by a
corresponding foreign translation gain asaresult of our net investment in foreign subsidiaries.

Equity Risk

As described above, we have entered into equity forward contracts on our own stock. Upon liquidation and
at our option, the equity forward contracts provide for physical settlement or net cash settlement of the estimated fair
value and the effects are recognized in theincome statement. At maturity, if these forward contracts are not settled
or replaced, or if we default on these agreements, our counterparties may sell the shares underlying the contracts.
Such sales may have an adverse effect on our stock market price.
I nvestments, Acquisitions and Divestitures

The transactions described below represent our principal investments, acquisitions and divestitures
completed during 2003, 2004, and 2005.

Investments and Acquisitions

On September 27, 2004, in connection with a public offer to purchase RMC’s outstanding shares, CEMEX
UK Limited, our indirect wholly-owned subsidiary, acquired 50 million shares of RMC for approximately £432
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million (U.S.$786 million, based on a Pound/Dollar exchange rate of £0.5496 to U.S.$1.00 on September 27, 2004),
which represented approximately 18.8% of RMC’s outstanding shares. On March 1, 2005, following board and
shareholder approval and clearance from applicable regulators, CEMEX UK Limited purchased the remaining
81.2% of RMC’s outstanding shares and completed our acquisition of RMC. The transaction value of this
acquisition, including our assumption of approximately U.S.$2.2 billion of RMC’s debt, was approximately
U.S.$6.5 hillion.

In August and September 2003, we acquired 100% of the outstanding shares of Mineral Resource
Technologies Inc., and the cement assets of Dixon-Marquette Cement for a combined purchase price of
approximately U.S.$100 million. Located in Dixon, lllinois, the single cement facility has an annual production
capacity of 560,000 tons. This cement plant was sold on March 31, 2005 in connection with our sale of U.S. assets
in the Great Lakesregion, as described below.

In June 2003, CEMEX Dominicana, S.A. (formely known as Cementos Nacionales, S.A.) announced a
U.S.$130 million investment plan to install anew kiln for producing clinker with an annual capacity of 1.6 million
tons of clinker. Thisnew kiln, which increased our total clinker production capacity in the Dominican Republic to
2.2 million tons per year, began operations at the end of 2005.

In July 2002, we entered into agreements with other CAH investors to purchase their CAH sharesin
exchange for CPOs through quarterly share exchanges in 2003 and 2004. In 2003, 84,763 CAH shares were
exchanged for 1,683,822 CPOs, with an approximate vaue of U.S.$7.8 million. In 2004, 1,398,602 CAH shares
were exchanged for 27,850,713 CPOs with an approximate value of U.S.$172 million. For accounting purposes,
these exchanges were considered effective as of July 2002. With these exchanges, we increased our equity interest
in CAH to 92.3%. In August 2004, we acquired an additional 6.8% equity interest in CAH (695,065 CAH shares)
for approximately U.S.$70 million, and in December 2005, we acquired the remaining 0.9% interest in CAH
(93,241 CAH shares) for approximately U.S.$8 million, thereby increasing our total equity interest in CAH to 100%.

In addition to the above-mentioned acquisitions, our net investment in property, machinery and equipment,
asreflected in our consolidated statements of changesin financial position included el sewherein this annual report,
excluding acquisitions of equity interestsin subsidiaries and affiliates, was approximately Ps4,510 million
(U.S.$425 million) in 2003, P4,637 million (U.S.$437 million) in 2004, and Ps8,341 million (U.S.$785 million) in
2005. Thisnet investment in property, machinery and equipment has been applied to the construction and upgrade
of plants and equipment, to the maintenance of plants and equipment, including environmental controls and
technol ogy updates.

Divedtitures

On March 31, 2005, we sold our Charlevoix, Michigan and Dixon, Illinois cement plants and several
distribution terminals located in the Great Lakes region to Votorantim Participagfes S.A., a cement company in
Brazil, for an aggregate purchase price of approximately U.S.$389 million. The combined capacity of the two
cement plants sold was approximately two million tons per year.

On April 26, 2005, we divested our 11.9% interest in Cementos Bio Bio, S.A., acement company in Chile,
for approximately U.S.$65 million.

On June 1, 2005, we sold a cement termina adjacent to the Detrait river to the City of Detroit for a
purchase price of approximately U.S.$24 million.

Asa condition to closing the RMC acquistion, we agreed with the U.S. Federal Trade Commission, or
FTC, to divest several ready-mix and related assets in the Tucson, Arizonaarea. Following FTC approval, we sold
RMC’s operations in the Tucson area to California Portland Cement Company for a purchase price of approximately
U.S.$16 million on August 29, 2005.

On July 1, 2005, we and Ready Mix USA, Inc. established two jointly-owned limited liability companies,

CEMEX Southeast, LLC, acement company, and Ready Mix USA, LLC, aready-mix concrete company, to serve
the construction materials market in the southeast region of the United States. Under the terms of the limited liability
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company agreements and related asset contribution agreements, we contributed two cement plants (Demopalis,
Alabamaand Clinchfield, Georgia) and € even cement terminalsto CEMEX Southeast, LLC, representing
approximately 98% of its contributed capital, while Ready Mix USA contributed cash to CEMEX Southeast, LLC
representing approximately 2% of its contributed capital. In addition, we contributed our ready-mix concrete,
aggregates and concrete block assets in the Florida panhandle and southern Georgiato Ready Mix USA, LLC,
representing approximately 9% of its contributed capital, while Ready Mix USA contributed all its ready-mix
concrete and aggregate operationsin Alabama, Georgia, the Florida panhand e and Tennessee, aswell asits concrete
block operationsin Arkansas, Tennessee, Mississippi, Florida and Alabamato Ready Mix USA, LLC, representing
approximately 91% of its contributed capital. We own a50.01% interest, and Ready Mix USA owns a49.99%
interest, in the profits and losses and voting rights of CEMEX Southeast, LLC, while Ready Mix USA owns a
50.01% interest, and we own a49.99% interest, in the profits and losses and voting rights of Ready Mix USA, LLC.
In a separate transaction, on September 1, 2005, we sold 27 ready-mix plants and four concrete block facilities
located in the Atlanta, Georgia metropolitan areato Ready Mix USA, LLC for approximately U.S.$125 million.

On December 22, 2005, we terminated our 50/50 joint ventures with Lafarge Adand in Spain and Portugal
which we acquired in the RMC acquisition. The Spanish joint venture operated 122 ready-mix concrete plants and
12 aggregates, and the Portuguese joint venture operated 31 ready-mix concrete plants and five aggregate quarries.
In connection with the termination, we received 29 ready-mix concrete plants and six aggregates quarriesin Spain,
aswell as€50 million in cash, and Lafarge Asland acquired a 100% interest in both joint ventures.

See note 9A to our consolidated financial statementsincluded e sawhere in thisannual report.
U.S. GAAP Reconciliation

Our consolidated financial statementsincluded elsewhere in thisannual report have been prepared in
accordance with Mexican GAAP, which differ in some significant respects from U.S. GAAP. The Mexican GAAP
consolidated financial statementsinclude the effects of inflation as provided for under Bulletin B-10 and Bulletin B-
15 and are presented in constant Pesos representing the same purchasing power for each period presented, whereas
financial statements prepared under U.S. GAAP are presented on ahistorical cost basis. Thereconciliation to U.S.
GAAP included as note 25 to our consolidated financial statements presented el sewherein thisannual report
includes (i) areconciling item for thereversal of the effect of applying the CEMEX weighted average inflation
factor instead of the Mexican inflation-only factor for the restatement to constant pesos for the years ended
December 31, 2002 and 2003, and (ii) areconciling item to reflect the difference in the carrying value of machinery
and equipment of foreign origin and related depreciation, between (a) the methodol ogy set forth by Mexican GAAP
in which fixed assets are restated using the inflation index of the assets’ origin country and the variation in the
foreign exchangerate between the country of origin currency and the functional currency, and (b) the amounts that
would be determined by using the historical cost/constant currency method in which fixed assets are restated using
the inflation index of the country that holds the asset. Asdescribed below, these provisions of inflation accounting
under Mexican GAAP do not meet the requirements of Rule 3-20 of Regulation S-X of the Securities and Exchange
Commission. Our reconciliation does not include the reversal of other Mexican GAAP inflation accounting
adjustments as these adjustments represent a comprehensive measure of the effects of price level changesin the
inflationary Mexican economy and, as such, is considered a more meaningful presentation than historica cost-based
financial reporting for both Mexican and U.S. accounting purposes.

Majority net income under U.S. GAAP for the years ended December 31, 2003, 2004, and 2005 amounted
to Ps8,984 million, Ps18,505 million and Ps22,115 million, respectively, compared to majority net income under
Mexican GAAP for the years ended December 31, 2003, 2004, and 2005 of approximately Ps7,201 million,
Ps13,965 million and Ps22,425 million, respectively. See note 25 to our consolidated financial statementsincluded
elsewherein thisannual report for a description of the principal differences between Mexican GAAP and U.S.
GAAP asthey relate to us and the effects that newly issued accounting pronouncements have had in our financia
position.

Newly I ssued Accounting Pronouncements Under U.S. GAAP

In December 2004, the Financial Accounting Standards Board (FASB) issued SFAS 123R, Share-Based
Payment, a revision of Statement 123, “Accounting for Stock | ssued to Employees”, which establishes standards for
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the accounting of all share-based payment transactions, with a primary focus on schemes in which an entity obtains
employee services in share-based payment transactions, also clarifies and expands guidance in several aress,
including measuring fair value, classifying an award as equity or asaliability, and attributing compensation cost to
reporting periods. SFAS 123R requires enitities to measure the cost of employee services received in exchange for
an award of equity instruments based on the grant-date fair value of the award and eliminates the alternative to use
APB Opinion 25’s intrinsic value method of accounting, permitted by Statement 123 as originally issued (see note
25(r) to our financia statementsincluded el sewherein this annual report), under which, upon compliance with
certain rules, issuing stock optionsto employees resulted in recognition of no compensation cost. The cost under
SFAS 123R should be recognized over the period during which an employee is required to provide servicein
exchange for the award (usually the vesting period). The grant-date fair value of employee share awards will be
estimated using option-pricing models, unless observable market prices for the same or smilar instruments are
available.

The cost under SFAS 123R for equity awards should be recognized over the period during which an
employee isrequired to provide service in exchange for the award (usually the vesting period). In addition, for
liability awards, the cost should be determined by the changes in the estimated fair value of the awards at each
reporting date. The grant-date fair value, and the fair value at the reporting date, for employee equity and liability
awards, respectively, will be estimated using option-pricing model's, unless observable market prices for the same or
similar insgruments are available.

SFAS 123R is effective for CEMEX as of January 1, 2006 and appliesto al awards classified as equity
awards granted after the effective date and to awards modified, repurchased, or cancelled after that date, aswell as
to all outstanding liability awards. The cumulative effect of initialy applying this statement, if any, will be
recognized as of the effective date. As of the effective date, entities that used the fair-value-based method for either
recognition or disclosure under Statement 123 (see note 25(r) to our financial statementsincluded elsawherein this
annual report) will apply SFAS 123R using amodified version of prospective application. Under thistransition
method of adoption, compensation cost is recognized for the portion of outstanding awards for which therequisite
service has not yet been rendered, based on the grant-date fair value of those awards cal culated under Statement 123
for either recognition or pro forma disclosures. For periods before the effective date, entities may elect to apply a
modified version of retrospective application under which financial satementsfor prior periods are adjusted on a
basi s consistent with the pro forma disclosures required for those periods by Statement 123.

In connection with the adoption of SFAS 123R in 2006, considering al outstanding liability awards, SFAS
123R may have amateria impact on our net income under U.S. GAAP (see pro forma historical information in
footnote 25(r) to our financial statements included elsewherein thisannual report). As of the effective date of SFAS
123R, we did not have any unvested equity awards; therefore, we do not to expect to recognize any cost in respect of
these awards.

In December 2004, the FASB issued SFAS 151, Inventory Costs, which clarifies the accounting for
abnormal amounts of idle facility expense, freight, handling costs, and wasted materia (spoilage). Under this
statement, such items will be recognized as current-period charges. In addition, this statement requires that
allocation of fixed production overheads to the costs of conversion be based on the normal capacity of the
production facilities. This statement is effective for usfor inventory costsincurred on or after January 1, 2006. We
do not expect any material impact on our financial statements from the adoption of this statement.

In December 2004, the FASB issued SFAS 153, Exchanges of Nonmonetary Assets, which eliminates an
exception in APB 29 for nonmonetary exchanges of similar productive assets and replaces it with a generd
exception for exchanges of nonmonetary assets that do not have commercial substance. The exception provides that
those exchanges should be measured based on the recorded amount of the nonmonetary assets relinquished, rather
than on the fair values of the exchanged assets. A nonmonetary exchange has commercial substanceif the future
cash flows of the entity are expected to change significantly as aresult of the exchange. This statement is effective
for usfor nonmonetary asset exchanges occurring on or after January 1, 2006. We do not expect any materia impact
on our financial statements from the adoption of this statement.

In May 2005, the FASB issued SFAS 154, Accounting Changes and Error Corrections, which establishes,
unless impracticable, retrospective application as the required method for reporting a change in accounting principle
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in the absence of explicit trangtion requirements specific to a newly adopted accounting principle. This statement is
effective for us for all accounting changes and any error corrections occurring after January 1, 2006. Except for the
effect from accounting changes related to the adoption of SFAS 123R described above, we do not expect any
material impact on our financial statements from the adoption of this statement.

In September 2005, the FASB's Emerging Issues Task Force (EITF) issued EITF Issue No. 04-13,
Accounting for Purchases and Sales of Inventory with the Same Counter party, which provides guidance asto when
purchases and sales of inventory with the same counterparty should be accounted for as a sngle exchange
transaction. EITF 04-13 also provides guidance as to when anonmonetary exchange of inventory should be
accounted for at fair value. EITF 04-13 will be applied to new arrangements entered into, and modifications or
renewals of existing arrangements occurring after January 1, 2007. We do not expect the application of EITF 04-13
to have amaterial impact on our financial Satements.
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Item 6 - Director s, Senior M anagement and Employees

Senior Management and Directors

Senior Management

Set forth below is the name and position of each of our executive officers as of December 31, 2005. The
terms of office of the executive officers are indefinite.

Lorenzo H. Zambrano,
Chief Executive Officer

Héctor Medina,
Executive Vice President of
Planning and Finance

Joined CEMEX in 1968. During his career with CEMEX, Mr.
Zambrano has been involved in all operationa aspects of our business.
He held several positionsin CEMEX prior to his appointment as
director of operationsin 1981. In 1985, Mr. Zambrano was appointed
chief executive officer, and in 1995 he was el ected chairman of the
board of directors. Mr. Zambrano isa graduate of Instituto
Tecnoldgico y de Estudios Superiores de Monterrey, A.C., or ITESM,
with adegree in mechanical engineering and administration and holds
an M.B.A. from Stanford University.

Mr. Zambrano has been a member of our board of directors since 1979
and chairman of our board of directors since 1995. Heisamember of
the board of directors of IBM and the International Advisory Board of
Citigroup. Heisalso amember of the board of directors of Fomento
Econdémico Mexicano, SA. de C.V., Empresas ICA, S.A. deC.V.,
Alfa, SA. de C.V., Grupo Financiero Banamex, SA. deC.V., Vitro,
S.A. and Grupo Televisa, SA. Mr. Zambrano is chairman of the board
of directors of Consgjo de Ensefianza e Investigacion Superior, A.C.,
which manages ITESM. Until July 2005, Mr. Zambrano participated
in the Chairman’s Council of Daimler Chrysler AG and until January
2006, Mr. Zambrano was a member of the Stanford University’s
Graduate School of Business Advisory Council.

In addition, he is member of the board of directors of Museo de Arte
Contemporaneo de Monterrey A.C. (MARCO), Conservacion
Internacional, and the Americas Society, Inc. Lorenzo H. Zambranois
afirst cousin of Lorenzo Milmo Zambrano and Rogelio Zambrano
Lozano, both members of our board of directors, aswell as of Rodrigo
Trevifio, our chief financial officer. Heisalso asecond cousin of
Roberto Zambrano Villarreal and Mauricio Zambrano Villarreal, both
members of our board of directors.

Joined CEMEX in 1988. He hasheld several positionsin CEMEX,
including director of strategic planning from 1991 to 1994, president of
CEMEX México from 1994 to 1996, and has served as executive vice
president of planning and finance since 1996. He isa graduate of
ITESM with a degree in chemica engineering and administration. He
also received a Masters of Science degree in management studies from
the management Center of the University of Bradford in England and a
Masters of Science diplomain Operations Research from the Escuela
de Organizacion Industrial in Spainin 1975. Among the positions he
previously held are those of Project Director at Grupo Protexa, S.A. de
C.V., Administrative Director at Grupo Xesa, SA.deC.V.,
Commercial Director at Direcplan, S.A. and Industrial Relations Sub-
Director a Hylsa, SA. de C.V. In March 2006, Mr. Medinawas
appointed chairman of the board of Universidad Regimontana, a
private university located in Monterrey, Mexico. Mr. Medinaisa
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Armando J. Garcia Segovia,
Executive Vice President of
Devel opment

Victor Romo,
Executive Vice President of
Administration

Francisco Garza,
President of CEMEX
North America Region and
Trading

Fernando Gonzalez,

member of the board of directors of Cementos Chihuahua, Compafiia
Minera Autldn, Mexifrutas, SA. de C.V. and Chocota Productos del
Mar, S.A. de C.V. and member of the “consejo de vigilancia” of
Ensefianza e Investigacion Superior A.C. and ITESM. Mr. Medinais
also amember of the Advisory Board of Nacional Monte de Piedad.

Initially joined CEMEX in 1975 and rejoined CEMEX in 1985. He has
served as director of operational and strategic planning from 1985 to
1988, director of operations from 1988 to 1991, director of corporate
services and affiliate companies from 1991 to 1994, director of
development from 1994 to 1996, general director of devel opment from
1996 to 2000, and executive vice president of devel opment since 2000.
Heisagraduate of ITESM with a degree in mechanical engineering
and administration and holds an M.B.A. from the University of Texas.
He was employed at Cydsa, S.A. from 1979 to 1981 and at Conek, SA.
de C.V. from 1981 to 1985. Heisabrother of Jorge Garcia Segovia,
an alternate member of our board of directors, and afirst cousin of
Rodolfo Garcia Muriel, amember of our board of directors.

Mr. Garciahas been amember of our board of directors snce 1983.
He also serves as amember of the board of directors of Materiales
Industriales de Chihuahua, SA. de C.V., Cahidray Mortero de
Chihuahua, S.A. de C.V., Grupo Cementos de Chihuahua, SA. de
C.V., Construcentro de Chihuahua, S.A. de C.V., Control
Administrativo Mexicano, S.A. de C.V., Compafiia Industria de
Parras, S.A. de C.V., FabricaLaEstrella, S A. deC.V., Prendas
Textiles, SA.deC.V., Telasde Parras, S A. de C.V., Canacem,
Confederacion Patrond dela Republica Mexicana, Centro Patronal de
Nuevo Ledn, and Ingtituto Mexicano del Cemento y del Concreto. He
isamember of the board and former chairman of Centro de Estudios
del Sector Privado para el Desarrollo Sostenible, and member of the
board of the World Environmenta Center.

Heis aso founder and chairman of the board of Comenzar de Nuevo,
A.C.

Joined CEMEX in 1985 and has served as director of administration of
CEMEX Espafiafrom 1992 to 1994, general director of administration
and finance of CEMEX Espafia from 1994 to 1996, president of
CEMEX Venezudlafrom 1996 to 1998, president of the South
American and Caribbean region from 1998 to May 2003, and executive
vice president of administration since May 2003. Heisagraduatein
public accounting and holds a master’s degree in administration and
finance from ITESM. Previously, he worked for Grupo Industria Alfa,
S.A.deC.V. from 1979 to 1985.

Joined CEMEX in 1988 and has served as director of trading from
1988 to 1992, president of CEMEX USA from 1992 to 1994, president
of CEMEX Venezudlaand Cemento Bayano from 1994 to 1996, and
president of CEMEX México and CEMEX USA from 1996 to 1998.
In 1998, he was appointed president of the North American region and
trading. Heisagraduate in business administration from ITESM and
holds an M.B.A. from the Johnson School of Management at Cornell
University.

Joined CEMEX in 1989 and has served as vice-president-human

106



President of the European
Region

José Luis Saenz de Miera,
President of the |beria, Middle
East, Africaand Asia Region

Juan Romero,
President of CEMEX South
America and the Caribbean

Rodrigo Trevifio,
Chief Financial Officer

Ramiro G. Villarredl,
General Counsd

resources from 1992 to 1994, vice-president-sirategic planning from
1994 to 1998, president of CEMEX Venezuela from 1998 to 2000,
president of CEMEX Asiafrom 2000 to May 2003, and president of
the South American and Caribbean region from May 2003 to February
2005. In March 2005, he was appointed president of the expanded
European Region, including the United Kingdom, France, Germany,
the Rest of Europe (other than Spain and Italy), and Israel. Heisa
graduate in business administration and holds a master’s degree in
administration from ITESM. Previously, he worked for Grupo
Industrial Alfa, S.A. de C.V. from 1976 to 1989.

Joined CEMEX Espafiain 1993 as general manager of administration
and finance, and in 1994 he was appointed president of CEMEX
Espafia. Mr. Sdenz de Miera has served as president of the Europe,
Africaand Asiaregion from October 1998 to February 2005. Since
March 1, 2005, Mr. Saenz de Miera has been responsible for the
Iberian Peninsula, Italy, Africa, and Asia, including the United Arab
Emirates and Malaysia. He studied economic sciences in Universidad
Complutense de Madrid and is a certified public accountant from
Ingtituto de Censores Jurados de Cuentasin Spain. Previously, he was
employed from 1973 to 1993 at KPMG Pesat Marwick, since 1982 as
partner and between 1988 and 1993 as deputy senior partner. Mr.
Séenz de Mieraisacitizen of Spain.

Joined CEMEX in 1992 and has occupied several senior management
positions, including commercial director for CEMEX Esparia, president
of CEMEX, Colombia, commercial director for CEMEX Mexico, and
president of CEMEX Mexico. In March 2005, Mr. Romero became
president of the South America and Caribbean Regions and Mexico.
Mr. Romero graduated from Universidad de Comillasin Spain, where
he studied Law and Economics and Enterprise Sciences. Previoudy,
Mr. Romero worked for Cementos Sanson and Cementos Portland
Morata de Jalon. Mr. Romero isacitizen of Spain.

Joined CEMEX in 1997 and has served as chief financial officer since
then. He holds both bachelor and master of science degreesin
industrial engineering from Stanford University. Prior to joining
CEMEX, he served as the country corporate officer for
Citicorp/Citibank Chile from 1995 to 1996, and prior to that, he
worked at Citibank, N.A. from 1979 to 1994. Rodrigo Trevifio isafirst
cousin of Lorenzo H. Zambrano, our chief executive officer and
chairman of our board of directors.

Joined CEMEX in 1987 and has served as genera counsdl since then,
and also has served as secretary of our board of directors since 1995.
Heis agraduate of the Universidad Auténoma de Nuevo Ledn with a
degreein law. He also received a masters of science degree in finance
from the University of Wisconsin. Prior to joining CEMEX, he served
as assistant general director of Grupo Financiero Banpais from 1985 to
1987.
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Board of Directors

Set forth below are the names of the members of our board of directors. The members of our board of
directors serve for one-year terms. At our 2005 annual shareholders’ meeting held on April 27, 2006, our
shareholdersre-elected all the members of our board of directors to serve until the next annual shareholders’

meeting.

Lorenzo H. Zambrano,
Chairman

Lorenzo Milmo Zambrano

Armando J. Garcia Segovia

Rodolfo GarciaMuriel

Rogelio Zambrano Lozano

Roberto Zambrano Villarred

See “— Senior Management.”

Has been a member of our board of directors since 1977. Heisalso
general director of Inmobiliaria Ermiza, SA. deC.V. Heisafirst
cousin of Lorenzo H. Zambrano, chairman of our board of directors
and our chief executive officer, afirst cousin of Rogelio Zambrano
Lozano, amember of our board of directors, and an uncle of Tomas
Milmo Santos, an alternate member of our board of directors.

See “— Senior Management.”

Has been a member of our board of directors since 1985. Heisalso the
chief executive officer of Compafiia Industrial de Parras, SA. deC.V.
and Parras Cone de México, S.A. deC.V. Heis member of the board
of directors of Parras Williamson, S.A. de C.V., Telasde Parras, SA.
deC.V., Synkro, SA.deC.V., IUSA-GE, S. deR.L., Industrias
Unidas, S.A., Apolo Operadora de Sociedades de Inversion, SA. de
C.V., and Cambridge Lee Industries, Inc. Mr. GarciaMuriel isalso
vice president of CAmara Naciona delalndustria Textil. Heis afirst
cousin of Armando J. Garcia Segovia, executive vice president of
development of CEMEX and a member of our board of directors, and
Jorge Garcia Segovia, an alternate member of our board of directors.

Has been a member of our board of directorssince 1987. Heisalsoa
member of the advisory board of Grupo Financiero Banamex, SA. de
C.V. Zona Norte, director of Carza, SA. de C.V. and Parque Plaza
Sesamo, S.A. de C.V., and amember of the board of directors of
Hospital San Joséisafirst cousin of Lorenzo H. Zambrano, chairman
of our board of directors and our chief executive officer, afirst cousin
of Lorenzo Milmo Zambrano, a member of our board of directors, and
an unde of Tomas Milmo Santos, an alternate member of our board of
directors.

Has been a member of our board of directors snce 1987 and president
of our audit committee since 2002. Heisaso amember of the board of
directors of Cemex Mexico, SA. de C.V. Heis chairman of the board
of directors of Desarrollo Integrado, S.A. de C.V., Administracion
Ficap, SA. deC.V., Aero Zano, S.A. deC.V., Ciudad Villamonte, S.A.
deC.V., Focos, SA.deC.V., C & | Capital, SA. de C.V., Industrias
Diza, S.A. de C.V., Inmobiliaria Sanni, S.A. de C.V., Inmuebles
Trevisa, SA. de C.V., Servicios Técnicos Hidraulicos, SA. deC.V.,
Mantenimiento Integrado, S.A. de C.V., , Pilatus PC-12 Center de
México, S.A. de C.V., and Pronatura, A.C. Heisamember of the
board of directors of S.L.l. de México, S.A. de C.V., Compafiiade
Vidrio Indudtrial, SA. de C.V., Comision de Cooperacion Ecologica
Fronteriza (COCEF) and Banco de Desarrollo Americadel Norte
(BDAN) Heisabrother of Mauricio Zambrano Villarreal, a member
of our board of directors.
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Bernardo Quintana | saac

Dionisio Garza Medina

Alfonso Romo Garza

Mauricio Zambrano Villarrea

Tomés Brittingham Longoria

José Manuedl Rincén Gallardo

Has been a member of our board of directors since 1990. Heis chief
executive officer and chairman of the board of directors of Empresas
ICA Sociedad Controladora, S.A. de C.V., and amember of the board
of directors of Teléfonos de México, S.A. de C.V., Grupo Financiero
Banamex, SA. deC.V., Grupo Carso, SA. de C.V., and Grupo
Maseca, S.A. de C.V. Heis aso amember of Consgjo Mexicano de
Hombres de Negocios, Fundacion UNAM and, Fundacion ICA. Heis
afounding associate of Fundacion Letras Mexicanas and is currently
president of Patronato UNAM.

Has been a member of our board of directors since 1995. Heisalso
chairman of the board and chief executive officer of Alfa, SA. deC.V.
Heisamember of the board of directors of Vitro, SA., Cydsa, S.A.,
and ING Mexico. Heisalso chairman of the executive board of the
Universidad de Monterrey and a member of Consegjo Mexicano de
Hombres de Negocios, the advisory committee of the David
Rockefeller Center for Latin American Studies of Harvard University,
the board of Harvard Business School, and the advisory committee of
the New York Stock Exchange.

Has been a member of our board of directors since 1995. Heis
chairman of the board and chief executive officer of Savia, SA. de
C.V. and member of the board of Nacional de Drogas, S.A. deC.V.,
Grupo Maseca, SA. de C.V., and Grupo Comercial Chedraui, SA. de
C.V. Heisan external advisor of the World Bank Board for Latin
America and the Caribbean, and a member of the board of The Donald
Danforth Plant Science Center and Synthetic Genomics.

Has been a member of our board of directors snce 2001. Mr.
Zambrano Villarrea served as an aternate member of our board of
directors from 1995 to 2001. Heisalso general vice-president of
Desarrollo Integrado, SA. de C.V., chairman of the board of directors
of Empresas Falcon, SA. de C.V. and Trek Associates, Inc., secretary
of the board of directors of Administracion Ficap, SAA. de C.V., Aero
Zano, S.A. deC.V., Ciudad Villamonte, S.A. de C.V., Focos, SA. de
C.V., Compaiiade Vidrio Industrial, SA. deC.V., C & | Capital, SA.
de C.V,, Indudrias Diza, SA. deC.V., Inmuebles Trevisa, SA. de
C.V., and Servicios Técnicos Hidraulicos, SA. de C.V., and amember
of the board of directors of Invercap, SA. deC.V. Heisabrother of
Roberto Zambrano Villarreal, a member of our board of directors.

Has been a member of our board of directors snce 2002. Previoudy
served as an aternate member of our board of directors from 1987 until
2002. Heischief executive officer of Laredo Autos, SA. deC.V. He
isason of Eduardo Brittingham Sumner, an aternate member of our
board of directors.

Has been a member of our board of directors since 2003. Heisalso the
board’s “financial expert” and a member of our Audit Committee. He
is president of the board of directors of Sonoco de México, S.A. de
C.V., member of the board of directors and audit committee of Grupo
Financiero Banamex, SA. de C.V., and Grupo Herdez, SA.deC.V.,
and member of the board of directors of Grupo Transportacion
FerroviariaMexicang, SA. de C.V., Grupo Aeroportuario del Pacifico,
S.A.deC.V., Grupo Cuervo, S.A. de C.V., Laboratorio Sanfer-
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Hormona, and Alexander Forbes México. Mr. Rincon Gallardo isa
member of Pro-Dignidad, A.C., Instituto Mexicano de Contadores
Publicos, A.C., and Instituto Mexicano de Ejecutivos de Finanzas, A.C.
Mr. Rincon Gallardo was managing partner of KPMG Mexico, and was
amember of the board of directors of KPMG United States and KPMG
International.

Alternate Directors

Set forth below are the names of the aternate members of our board of directors. The alternate members of
our board serve for one-year terms.

Eduardo Brittingham Sumner Has been an alternate member of our board of directors since 2002.
Previousy served as aregular member of our board of directors from
1967 until 2002. Heisaso generd director of Laredo Autos, SA. de
C.V., Consorcio Industrial de Exportacidn, S.A. deC.V., and an
alternate member of the board of directors of Vitro, SA. Heisthe
father of Tomés Brittingham Longoria, a member of our board of
directors.

Tomés Milmo Santos Has been an alternate member of our board of directors since 2001. He
is Chief Executive Officer and president of the board of directors of
Axtel, SA. deC.V., atelecommunications company that operatesin the
local, long distance and data transfer market. Heis also amember of
the board of directors of Coparmex, Cemex Mexico, HSBC Mexico,
and ITESM. Mr. Milmo Santos holds a degreein economics from
Stanford University. Mr. Milmo Santos is anephew of Lorenzo H.
Zambrano, our chief executive officer and chairman of our board of
directors, and anephew of Lorenzo Milmo Zambrano and Rogelio
Zambrano Lozano, both members of our board of directors.

Jorge Garcia Segovia Has been an alternate member of our board of directors since 1985. He
is also amember of the board of directors of Compafiia Industrial de
Parras, SA. de C.V. Heis abrother of Armando J. Garcia Segovia and
afirst cousin of Rodolfo Garcia Muriel, both members of our board of
directors.

Board Practices

In compliance with amendments to Mexican securities laws enacted in 2001, our shareholders approved, at
agenera extraordinary meeting of shareholdersheld on April 25, 2002, a proposal to amend various articles of
CEMEX’s by-laws, or estatutos sociales, in order to improve our standards of corporate governance and
transparency, among other matters. The amendmentsrequire that at least 25% of our directors qualify as
independent directors; that our board of directors, at its first meeting after the adoption of the amendments, establish
an audit committee; and that shareholdersrepresenting at least 10% of our shares have theright to designate an
examiner and an alternate examiner.

We have not entered into any service contracts with our directorsthat provide for benefits upon termination
of employment.

The Audit Committee
The audit committee isresponsible for reviewing rdated party transactions and isrequired to submit an
annual report of its activities to our board of directors. The audit committeeis also responsible for the appointment,

compensation and oversight of our external auditors. The audit committee has also adopted procedures for handling
complaintsregarding accounting and auditing matters, including anonymous and confidential methods for
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addressing concernsraised by employees. Under our by-laws, the majority of the members of the audit committee,
including its president, arerequired to be independent directors. Effective July 3, 2006, under our by-laws and the
Mexican securities laws, all the members of the audit committee, including its president, will be required to be
independent directors.

Set forth bel ow are the names of the members of our current audit committee. The terms of the members of
our audit committee are indefinite, and they may only be removed by a resolution of the board of directors. José
Manuel Rincon Gallardo qualifies as an “audit committee financial expert.” See “Item 16A—Audit Committee
Financial Expert.”

Roberto Zambrano Villarreal See “—Board of Directors.”
President

José Manudl Rincon Gallardo See “—Board of Directors.”
Lorenzo Milmo Zambrano See “—Board of Directors.”
Alfonso Romo Garza See “—Board of Directors.”
Tomés Brittingham Longoria See “—Board of Directors.”

Effective July 3, 2006 the members of our audit committee will be as set forth bel ow.

Roberto Zambrano Villarreal See “—Board of Directors.”
President

José Manudl Rincon Gallardo See “—Board of Directors.”
Tomés Brittingham Longoria See “—Board of Directors.”
Alfonso Romo Garza See “—Board of Directors.”
Mauricio Zambrano Villarred See “—Board of Directors.”

Thereason for the change in the composition of our Audit Committee isto be in compliance with the new
Mexican Securities Law that was enacted on December 28, 2005 and will become effective on June 28, 2006. Also
effective as of July 3, 2006, we will have a Corporate Practices Committee that will be comprised of the same board
members as the Audit Committee,

Compensation of Our Directorsand Membersof Our Senior Management

For the year ended December 31, 2005, the aggregate amount of compensation we paid, or our subsidiaries
paid, to al members of our board of directors, alternate members of our board of directors and senior managers, asa
group, was approximately Ps209.0 million. Approximately Ps38.7 million of this amount was paid pursuant to the
Restricted Stock Incentive Plan, or RSIP, described bel ow under "— Restricted Stock Incentive Plan (RSIP)."
During 2005, as part of their compensation, the members of our board of directors, alternate members of our board
of directors and senior managers, as a group, were allocated atotal of approximately 2.6 million CPOs; under the
terms of the RSIP, 25% of those shares vested in 2005, and will remain restricted for one year.

Certain key executives participate in a bonus plan that distributes to such executives a bonus pool based on
our operating performance. This bonusis calculated and paid annually, 50% in cash and 50% in restricted CPOs
under an RSIP.

In addition, approximately Ps11.4 million was set aside or accrued to provide pension, retirement or smilar
benefits.
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Employee Stock Option Plan (ESOP)

In 1995, we adopted an employee stock option plan, or ESOP, under which we were authorized to grant
members of our board of directors, members of our senior management and other eligible employees optionsto
acquire our CPOs. Our obligations under the plan are covered by shares held in atrust crested for such purpose
(initially 216,300,000 shares). As of December 31, 2005, after giving effect to the exchange program implemented
in November 2001 described bel ow, and the exercise of options that has occurred through that date, optionsto
acquire 2,711,174 CPOs remain outstanding under this program, with aweighted average exercise price of
approximately Ps15 per CPO. Asof December 31, 2005, the outstanding options under this program had a weighted
average remaining tenure of approximately 3 years.

In November 2001, starting with the 2001 voluntary exchange program described bel ow, we incorporated
new features to our ESOP, including an escalating strike price in dollars, increasing at an annual rate of 7%, adjusted
downward by dividends paid. Options under this amended ESOP were hedged by non-dilutive equity forward
contracts.

In February 2004, starting with the 2004 voluntary exchange program described below, we further
amended our ESOP. The amendments provide, among other things, that the optionswill be automatically exercised
at a predetermined price of U.S.$7.50 per CPO if, at any time during thelife of the options, the CPO closing market
price reaches or exceeds that predetermined price. Any gains realized through exercise of the options, whether
automatic or voluntary, will beinvested in restricted CPOs. Therestricted CPOs received upon exercise of the
options will be held in atrust on behalf of each employee. Therestrictionswill gradually lapse, at which timethe
CPOs will become freely transferable and the employee may withdraw them from the trust. On January 17, 2005,
the closing CPO market pricereached U.S.$7.50, and, asaresult, all existing options were automatically exercised.

CEMEX; Inc. ESOP

Asaresult of the acquisition of CEMEX, Inc. (formerly Southdown, Inc.) in November 2000, we
established a stock option program for CEMEX, Inc.’s executives for the purchase of our ADSs. The options
granted under the program have afixed exercise price in U.S. Dallars equivalent to the average market price of one
ADS during a six month period before the grant date and have a 10-year term. Twenty-five percent of the options
vest annually during the first four years after their grant date. The options are covered using shares currently owned
by our subsidiaries, thus potentially increasing stockholders’ equity and the number of shares outstanding. As of
December 31, 2005, considering the options granted since 2001, and the exercise of options that has occurred
through that date, optionsto acquire 1,663,806 ADSs remain outstanding under this program. These optionshave a
weighted average exercise price of approximately U.S.$ 2.40 per CPO or U.S.$23.98 per ADSaseach ADS
currently represents 10 CPOs.

Stock options activity during 2004 and 2005, the balance of options outstanding as of December 31, 2004
and 2005 and other general information regarding our stock option programs, is presented in note 16 to our
consolidated financial statementsincluded el sewhere in this annual report.

As of December 31, 2005, the following ESOP options to purchase our securities were outstanding:

Number of CPOsor

Title of security CPO equivalents Range of exercise prices per
underlying options underlying options Expiration Date CPOsor CPO equivalents
CPOs (Pesos) 2,711,174 2006 - 2011 Ps10.39 - Ps18.27
CPOs (Dallars) (may be
instantly cash-settled) 5,779,005 2011- 2013 U.S$218-U.S$3.00
CPOs (Dadllars)
(Unlimited upside;
receive restricted CPOs) 34,820,329 2012 U.S$3.79
CEMEX, Inc. ESOP 16,638,060 2011- 2015 U.S$194-U.S$3.82
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As of December 31, 2005, our senior management and directors held the following ESOP options to
acquire our securities:

Number of CPOsor

Title of security CPO equivalents Range of exercise prices per
underlying options underlying options Expiration Date CPOsor CPO equivalents
CPOs (Dallars)
(Unlimited upside;
receive restricted CPOs) 12,807,371 2012 U.S.$3.79

As of December 31, 2005, our employees and former employees, other than senior management and
directors, held the following ESOP options to acquire our securities:

Number of CPOsor

Title of security CPO equivalents Range of exercise prices per
underlying options underlying options Expiration Date CPOsor CPO equivalents
CPOs (Pesos) 2,711,174 2006-2011 Ps10.39 -18.27
CPOs (Dallars) (may be
instantly cash-settled) 5,779,005 2011-2013 U.S.$2.18-3.00
CPOs (Dallars)
(Unlimited upside; receive
restricted CPOs) 22,012,958 2012 U.S.$3.79
CEMEX, Inc. ESOP 16,638,060 2011-2015 U.S.$1.94-3.82

The Novermber 2001 Voluntary Exchange Program

In November 2001, we implemented a voluntary exchange program to offer participantsin our ESOP new
options in exchange for their existing options. The new options have an escalating strike price in U.S. Dollars and
are hedged by our equity forward contracts, while the old options had afixed strike price in Pesos. The executives
who participated in this program exchanged their options to purchase CPOs at a weighted average strike price of
Ps34.11 per CPO, for cash equivalent to the intrinsic value on the exchange date and new optionsto purchase CPOs
with an escalating dollar strike price set at U.S.$4.93 per CPO as of December 31, 2001, growing by 7% per annum
less dividends paid on the CPOs. Of the old options, 57,448,219 (approximately 90.1%) were exchanged for new
options in the voluntary exchange program and 8,695,396 were not exchanged. In the context of the program,
81,630,766 new options were issued, in addition to 7,307,039 of the new options that were purchased by participants
under avoluntary purchase option that was also part of the exchange. Asof December 31, 2005, considering the
options granted under the program, the exercise of options through that date, the result of the February 2004
exchange program described below and the 2004 voluntary early exercise program, 1,554,150 optionsto acquire
3,695,458 CPOs remained outstanding under this program, with an exercise price of approximately U.S.$5.22 per
CPO. As of December 31, 2005, the outstanding options under this program had aremaining tenure of
approximately 5.8 years.

The February 2004 Voluntary Exchange Program

In February 2004, we implemented a voluntary exchange program to offer ESOP and voluntary employee
stock option plan, or VESOP, pursuant to which participants received new options in exchange for their existing
options. Under the terms of the exchange offer, participating employees surrendered their optionsin exchange for
new options with an initial strike price of U.S.$5.05 per CPO and alife of 8.4 years, representing respectively the
weighted average strike price and maturity of existing options. The srike price of the new optionsincreased
annually at a 7% rate, less dividends paid on the CPOs. The new options were exercisable at any time at the
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discretion of their holders, and would be automatically exercised if, at any time during the life of the options, the
closing CPO market price reaches U.S.$7.50.

Any gain realized through the exercise of these options was required to be invested in restricted CPOs a a
20% discount to market. Holders of these options were entitled to receive an annual payment of US$0.10 net of
taxes per option outstanding as of the payment date until exercise or maturity of the options, which was scheduled to
grow annually at a 10% rate.

Asaresult of the voluntary exchange offer, 122,708,146 new options were issued in exchange for
114,121,358 exigting options, which were subsequently cancelled. All options not exchanged in the offer
maintained their existing terms and conditions.

On January 17, 2005, the closing CPO market price reached U.S.$7.50 and, asaresult, al existing options
under this program were automatically exercised. Holders of these options received the corresponding gain in
restricted CPOs, as described above.

The 2004 Voluntary Early Exercise Program

In December 2004, we offered ESOP and VV ESOP participants new options, conditioned on the participants
exercising and receiving theintrinsic value of their existing options. Asaresult of this program, 120,827,370
options from the February 2004 voluntary exchange program, 16,580,004 options from other ESOPs, and 399,848
options from VESOP programs were exercised, and we granted atotal of 139,151,236 new options. The new options
had an initia strike price of US$7.4661, which was US$0.50 above the closing CPO market price on the date on
which the old options were exercised, and which increased at arate of 5.5% per annum. All gains from the exercise
of these new optionswill be paid in restricted CPOs. Therestrictions will be removed gradually within a period of
between two and four years, depending on the exercise date.

The new options may be exercised at any time at the discretion of their holders. Of the 139,151,236 new
options, 120,827,370 would be automatically exercised if the closing CPO market price reached U.S.$8.50, while
the remaining 18,323,866 options do not have an automatic exercise threshold. Holders of these options were
entitled to recelve an annual payment of US$0.10 net of taxes per option outstanding as of the payment date until
exercise or maturity of the options or until the closing CPO market price reached U.S.$8.50, which payment was
scheduled to grow annually at a 10% rate.

On June 17, 2005, the closing CPO market price reached U.S.$8.50, and, as aresult, dl outstanding
options subject to automatic exercise were automatically exercised and the annual payment to which holders of the
remaining options were entitled was terminated.

For accounting purposes under Mexican and U.S. GAAP, as of December 31, 2005, we accounted for the
options granted under the February 2004 voluntary exchange program by means of the fair value method through
earnings. See notes 3W and 16 to our consolidated financial statementsincluded el sewhere in thisannual report.
Voluntary Employee Sock Option Plan (VESOP)

During 1998, 1999, 2002 and 2003, we established voluntary employee stock option plans, or VESOPs,
pursuant to which managers and senior executives elected to purchase optionsto CPOs. As of December 31, 2005
there were 5,000 optionsto acquire 11,889 CPOs, with an exercise price of U.S.$3.05 and aremaining life of
approximately 2 years, outstanding from options sold to executives under a VESOP in April 2002.

As of December 31, 2005, no member of our senior management or board of directors held any VESOP
options to acquire our securities.

Restricted Stock Incentive Plan (RS P)

Since January 2005, we have been changing our long-term variable compensation programs from stock
option grantsto restricted stock awards under a Restricted Stock Incentive Plan, or RSIP. Under the terms of the
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RSIP, digible employees are all ocated a specific number of restricted CPOs as variable compensation to be vested
over afour-year period. An amount in cash sufficient to purchase twenty five percent (25%) of the all ocated
number of CPOs will be distributed annually to atrust to purchase CPOsin the market on behalf of each employee.
The CPOs purchased by the trust will be held in arestricted account by the trust on behalf of each employee for one
year. At theend of the one-year period the restrictions will lapse, at which time the CPOs will become freely
transferable and the empl oyee may withdraw them from the trugt.

During 2005, approximately 2.5 million CPOs were purchased by the trust on behalf of eligible employees

pursuant to the Restricted Stock Incentive Plan, of which approximately 650 thousand were purchased for members
of our senior management and board of directors.

Employees

As of December 31, 2005, we had approximately 52,674 empl oyees worldwide, which represented an
increase of 97% from year-end 2004. Thisincrease was mainly attributable to the RMC acquisition during 2005.

The following table sets forth the number of our full-time employees and a breakdown of their geographic
location at the end of each of the last three fiscal years:

2003 2004 2005
North America
IMIEXICO ... ettt ssssssssssssssssssssssssssssassnssnnnnes 11,155 11,689 13,044
UNITEA SEALES.....uueiiiieiiiiiiieeiiiiiieeeeraraasssssssssssssssssssssanssnnnes 4,709 5,010 9,657
Europe
SPBIN. ..t e nnee 2,963 2,851 2,838
United KiNGdom........cceeiiiieeieneeeee e 6,237
RESE OF BUIOPE. ...t 117 135 10,714
South America, Central Americaand the Caribbean.................cc........ 5,099 5,108 6,309
Africaand the MiddIE BaSL............uuuuiiimiriiiriiieevavassasaasaaees 873 929 2,364
AT — b ———————a———————————————————————————————_ 1,049 957 1,511

Employeesin Mexico have collective bargaining agreements on a plant-by-plant basis, which are
renewable on an annual basi s with respect to salaries and on a biannual basis with respect to benefits. During 2005,
more than 270 contracts with different labor unions were renewed.

Approximately one-fifth of our employees in the United States are represented by unions, with the largest
number being members of the International Brotherhood of Boilermakers and the International Brotherhood of
Teamsters. Collective bargaining agreementsare in effect at al our U.S. plants and have various expiration dates
from 2006 through 2012.

Our Spanish union employees have contracts that are renewabl e every two to three years on a company-by-
company basis. Employeesin the ready-mix concrete, mortar, aggregates and transport sectors have collective
bargaining agreements by sector.

In the United Kingdom, our cement and | ogistics operations have collective bargaining agreements with the
Transport & General Workers Union (TGWU) and Amicus. Therest of our operationsin the United Kingdom are
not part of a collective bargaining agreement; however, there arelocal recognition agreements for consultation and
employee representation with the TGWU and the GMB union, Britain’s general labor union.

In Germany, all our operations have collective bargaining agreements with the Industriegewerkschaft -

BAUEN AGRAR UMWELT - 1G B.A.U. union. In addition to the collective bargaining agreements, there are
internal company agreements, negotiated between the workers council and the company itself.
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In France, approximately 5% of our employees are members of one of the five main unions. Each union is
represented in the company mainly in Parisand in Southern France. All agreements are negotiated with unions and
non-union representatives elected in the local workers council (Comité dEntreprise).

In Venezuela, each of our subsidiary companies operating our cement plants has its own union, and each
company has separately negotiated three-year labor contracts with the union employees of the relevant plants.

In Colombia, a single union represents the union employees of the Bucaramanga and Cucuta cement plants.
There are also coll ective agreements with non-union workers a the Caracolito/| bagué cement plant, Santa Rosa
cement plant and all ready-mix concrete plants in Colombia.

Overall, we consider our relationships with labor unions representing our employees to be satisfactory.
Shar e Owner ship

Asof March 31, 2006, our senior management and directors and their immediate families owned,
collectively, approximately 3.9% of our outstanding shares, including shares underlying stock options and restricted
CPOs under our ESOPs. This percentage does not include shares held by the extended families of members of our
senior management and directors, since to the best of our knowledge, no voting arrangements or other agreements
exist with respect to those shares. No individual director or member of our senior management beneficially owned
one percent or more of any class of our outstanding capital stock.

Iltem 7 - Major Shareholder s and Related Party Transactions

Major Shareholders

Based upon information contained in a statement on Schedule 13G filed with the Securities and Exchange
Commission on February 13, 2006, as of December 31, 2005, Southeastern Asset Management, Inc., an investment
adviser registered under the U.S. Investment Advisers Act of 1940, as amended, beneficially owned 36,279,092
ADSs and 26,061,948 CPOs, representing a total 388,852,868 CPOs or approximately 10.1% of our outstanding
capital stock. Southeastern Asset Management, Inc. does not have voting rights different from our other
shareholders.

Other than Southeastern Asset Management, Inc., the CPO trust and the shares and CPOs owned by our
subsidiaries, we are not aware of any person that isthe beneficial owner of five percent or more of any class of our
voting securities.

Asof March 31, 2006, our outstanding capita stock consisted of 7,676,623,102 Series A shares and
3,838,311,551 Series B shares, in each caseinduding shares held by our subsidiaries.

Asof March 31, 2006, atotal of 7,429,174,874 Series A shares and 3,714,587,437 Series B shares were
held by the CPO trust. Each CPO representstwo Series A shares and one Series B share. A portion of the CPOsis
represented by ADSs. Under the terms of the CPO trust agreement, non-Mexican holders of CPOs and ADSs have
no voting rights with respect to the A shares underlying those CPOs and ADSs. All ADSs are deemed to be held by
non-Mexican nationals. At every shareholders’ meeting, the A sharesheld in the CPO trust are voted in accordance
with the vote cast by holders of the majority of A shares held by Mexican nationals and B shares voted at that
meeting of shareholders.

Asof March 31, 2006, through our subsidiaries, we owned approximately 313.5 million CPOs,
representing approximately 8.4% of our outstanding CPOs and 8.2% of our outstanding voting stock. These CPOs
are voted at the direction of our management. From timeto time, our subsidiaries are active participantsin the
trading market for our capital stock; asaresult, the levels of our CPO and share ownership by those subsidiaries are
likely to fluctuate. Our voting rights over those CPOs are the same as those of any other CPO holder. As of the
same date, an additional 23.8 million CPOs, representing approximately 0.6% of our outstanding CPOs and 0.6% of
our outstanding voting stock, were held in a derivative instrument hedging expected cash flows of stock options
exercisesin the short and medium term.
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Our by-laws, or estatutos sociales, provide that our board of directors must authorize in advance any
transfer of voting shares of our capital stock that would result in any person, or group acting in concert, becoming a
holder of 2% or more of our voting shares.

Mexican securities regulations provide that our majority-owned subsidiaries may neither directly or
indirectly invest in our CPOs nor other securities representing our capital stock. The Mexican securities authority
could require any disposition of the CPOs or of other securities representing our capital stock so owned and/or
impose fines on usif it were to determine that the ownership of our CPOs or of other securities representing our
capital stock by our subsidiaries, in most cases, negatively affects the interests of our shareholders. Notwithstanding
the foregoing, the exercise of all rights pertaining to our CPOs or to other securities representing our capital stock in
accordance with theinstructions of our subsidiaries does not violate any provisions of our bylaws or the bylaws of
our subsidiaries. The holders of these CPOs or of other securities representing our capital stock are entitled to
exercise the samerightsrdating to their CPOs or their other securities representing our capital stock, including all
voting rights, as any other holder of the same series.

Asof March 31, 2006, we had 429 ADS holders of record in the United States, holding approximately 62%
of our outstanding CPOs.

On April 27, 2006, our shareholders approved a new stock split, which we expect to occur in July 2006. In
connection with the stock split, each of our existing series A shares will be surrendered in exchange for two new
series A shares, and each of our existing series B shares will be surrendered in exchange for two new series B
shares. Concurrent with this stock split, we authorized the amendment of the CPO trust agreement pursuant to
which our CPOs are issued to provide for the substitution of two new CPOs for each of our existing CPOs, with
each new CPO representing two new series A shares and onenew series B share. In connection with the stock split
and at our request, Citibank, N.A., as depositary for the ADSs, will distribute one additional ADSfor each ADS
outstanding as of the record date for the stock split. Theratio of CPOsto ADSswill not change as aresult of the
stock split; each ADS will represent ten (10) new CPOs following the stock split and the CPO trust amendment.
The proportional equity interest participation of existing shareholderswill not change asaresult of the stock split.
Thefinancial data set forth in thisannual report have not been adjusted to give retroactive effect to the stock split.

Related Party Transactions

Mr. Bernardo Quintanalsaac, amember of our board of directors, is chief executive officer and chairman
of the board of directors of Grupo ICA, SA. deC.V., or Grupo ICA, alarge Mexican construction company. Inthe
ordinary course of business, we extend financing to Grupo ICA for varying amounts at market rates, as we do for
our other customers.

In the past, we have extended |oans of varying amounts and interest rates to our directors and executives.
During 2005, the largest aggregate amount of |oans we had outstanding to our directors and members of senior
management was Ps11,549,703. Asof March 31, 2006, these loans had been fully repaid.

Item 8 - Financial Information

Consolidated Financial Statementsand Other Financial Information

See Item 18 — “Financial Statements” and “Index to Consolidated Financial Statements.”
L egal Proceedings

See Item 4 — “Information on the Company — Regulatory Matters and Legal Proceedings.”
Dividends

A declaration of any dividend by usis made by our shareholdersat ageneral ordinary meeting. Any

dividend declaration is usually based upon the recommendation of our board of directors. However, the
shareholders are not obligated to approve the board’s recommendation. We may only pay dividends from retained
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earningsincluded in financial statementsthat have been approved by our shareholders and after all 1osses have been
paid for, alega reserve equal to 5% of our paid-in capital has been created and our shareholders have approved the
relevant dividend payment. According to 1999 Mexican tax reforms, al shareholders, excluding Mexican
corporations, that receive a dividend in cash or in any other form are subject to a withholding tax. See ltem 10 —
“Additional Information — Taxation — Mexican Tax Considerations.” Since we conduct our operations through
our subsidiaries, we have no significant assets of our own except for our investmentsin those subsidiaries.
Consequently, our ability to pay dividendsto our shareholders is dependent upon our ability to receive funds from
our subsidiariesin the form of dividends, management fees, or otherwise. Some of our credit agreements and debt
instruments and some of those of our subsidiaries contain provisionsrestricting our ability, and that of our
subsidiaries, as the case may be, to pay dividendsiif financial covenants are not maintained. Asof December 31,
2005, we and our subsidiaries werein compliance with, or had obtained waivers in connection with, those
covenants. See ltem 3 — “Key Information — Risk Factors— We have incurred and will continue to incur debt,
which could have an adverse effect on the price of our CPOs and ADSs, result in usincurring increased interest
costs and limit our ability to distribute dividends, finance acquisitions and expans ons and maintain flexibility in
managing our business activities.”

Although our board of directors currently intends to continue to recommend an annua dividend on the
common stock, the recommendation whether to pay and the amount of those dividendswill continue to be based
upon, among other things, earnings, cash flow, capital requirements and our financial condition and other relevant
factors.

Owners of ADSs on the applicablerecord date will be entitled to receive any dividends payable in respect
of the A shares and the B shares underlying the CPOs represented by those ADSs; however, as permitted by the
deposit agreement pursuant to which our ADSs areissued, we may instruct the ADS depositary not to extend the
option to elect to receive cash in lieu of the stock dividend to the holders of ADSs, aswe did in connection with the
dividend for the 2005 fiscal year, as described below. The ADS depositary will fix arecord date for the holders of
ADSs in respect of each dividend distribution. Unless otherwise stated, the ADS depositary has agreed to convert
cash dividends received by it in respect of the A shares and the B shares underlying the CPOs represented by ADSs
from Pesos into Dollars and, after deduction or after payment of expenses of the ADS depositary, to pay those
dividendsto holders of ADSsin Dollars. We cannot assure holders of our ADSs that the ADS depositary will be
able to convert dividendsreceived in Pesosinto Dollars.

The following table sets forth the amounts of annual cash dividends paid in Pesos, on a per share basis, and
a convenience translation of those amounts into Dollars based on the CEMEX accounting rate as of December 31,
2005:

Dividends Per Share
Constant Pesos Dallars

2007 et 0.37 0.03
2002.... e e e 0.39 0.04
2003.... e e 0.41 0.04
2004..... . e e 0.39 0.04
2005, e e 0.83 0.08

Dividends declared at each year’s annual shareholders” meeting arein respect of dividends for the
preceding year. In recent years, our board of directors has proposed, and our shareholders have approved, dividend
proposals, whereby our sharehol ders have had a choice between stock dividends or cash dividends declared in
respect of the prior year’s results, with the stock issuable to shareholders who elect the stock dividend over the cash
dividend being issued at a 20% discount from then current market prices. The dividends declared per share or per
CPO in recent years, expressed in constant Pesos as of December 31, 2005, were as follows: 2001, Ps1.11 per CPO
(or P0.37 per share); 2002, Ps1.17 per CPO (or Ps0.39 per share); 2003, Ps1.23 per CPO (or Ps0.41 per share);
2004, Ps1.17 per CPO (or Ps0.39 per share); and 2005, Ps2.49 per CPO (or PS0.83 per share). Asaresult of
dividend elections made by shareholders, in 2002, Ps262 million in cash was paid and 128 million additional CPOs
wereissued in respect of dividends declared for the 2001 fiscal year; in 2003, P68 million in cash was paid and 198
million additional CPOs were issued in respect of dividends declared for the 2002 fiscal year; in 2004, Ps161 million
in cash was paid and 150 million additional CPOs wereissued in respect of dividends declared for the 2003 fiscal
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year; and in 2005, Ps380 million in cash was paid and 133 million additional CPOs were issued in respect of
dividends declared for the 2004 fiscal year.

At our 2005 annual shareholders’ meeting, which was held on April 27, 2006, our shareholders approved a
dividend for the 2005 fiscal year of the Peso equivalent of U.S.$0.133 per CPO (U.S.$0.0443 per share) or Ps1.49
(Ps0.50 per share), based on the Peso/Dollar exchangerate in effect for May 25, 2006 of Ps11.1935 to U.S.$1.00, as
published by the Mexican Central Bank. Holders of our series A shares, series B shares and CPOs will be entitled to
receive the dividend in either stock or cash consistent with our past practices; however, under the terms of the
deposit agreement pursuant to which our ADSs areissued, we have instructed the ADS depositary not to extend the
option to elect to receive cash in lieu of the stock dividend to the holders of ADSs, unlike our practice in connection
with previous dividends when ADS holders were extended this option. In order to have sufficient sharesto issueto
those sharehol ders who receive the dividend in stock, our shareholders approved an increase in the variable part of
our capital stock through the capitalization of retained earnings in an amount up to Ps6,718 million, through the
issuance of up to 480 million series A shares and 240 million series B shares, to be represented by new CPOs. Our
shareholders delegated to our board of directors the determination of the final amount of the capital increase. Asa
result of dividend e ections made by shareholders, in June 2006, approximately Ps144 million in cash will be paid
and approximately 106 million additional CPOs will be issued in respect of dividends declared for the 2005 fiscal
year. Thefina amount of theincrease in the variable part of our capital stock, as determined by our board of
directors, was approximately Ps1,764 million.

Significant Changes

Except as described herein, no significant change has occurred since the date of our consolidated financial
statements included in this annual report.
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Iltem 9 - Offer and Listing

Market Price Information

Our CPOs are listed on the Mexican Stock Exchange and trade under the symbol “CEMEX.CPO.” Our
ADSs, each of which currently representsten CPOs, are listed on the New Y ork Stock Exchange and trade under the
symbol “CX.” The following table sets forth, for the periods indicated, the reported highest and lowest market
quotations in nominal Pesos for CPOs on the Mexican Stock Exchange and the high and low sales prices in Dollars
for ADSsonthe NYSE. Theinformation below does not give effect to the two-for-one stock split in our CPOs and
ADSs approved by our shareholderson April 27, 2006, which we expect will be effected in July 2006.

Calendar Period CPO4(1) ADSs
Yearly High Low High Low
2001, Ps 25.83 Ps17.25 U.S$28.30 U.S$17.63
2002 30.91 19.55 33.00 19.25
2400 F NS SR 29.75 17.83 26.64 16.31
2004 41.00 29.15 36.56 25.97
2005. ... e 66.50 37.75 61.98 34.13
Quarterly
2004
First quarter.......ccoccoeoeeeeeneeecnene. 33.25 29.15 29.96 26.20
Second QUArtEr ........cceeeveeeereeeneenne 35.25 30.20 31.35 25.97
Third quarter.........ccocceveeeveveiennnne 35.63 31.11 31.31 26.95
Fourth quarter........ccccoveoeevvecennnen. 41.00 31.20 36.56 27.14
2005
First quarter ......ccooeeveveeeneeennen, 46.75 39.00 4252 34.55
Second QUArtEr ........cceeeveeeereenennne 47.01 37.75 43.72 34.13
Third quarter.........ccocceveeeveveiennnne 57.30 44.90 53.80 41.87
Fourth quarter........ccccovvoevveennnen. 66.50 51.20 61.98 46.78
2006
First quarter ......ccooeeveveeeneeennen, 72.04 59.30 67.09 56.01
Monthly
2005-2006
NOVEMDET ..o 61.39 55.80 57.75 51.68
(DI 11101 66.50 59.84 61.98 56.81
January ......cocooveeiieeee e 70.23 63.10 67.09 59.90
February .......ocoevreeieeeseeeeeene 69.40 59.30 66.38 56.01
1Y/ e o TS 72.04 62.50 66.46 58.24
APl 76.55 71.00 68.95 65.03
Y Y2 78.70 63.86 72.07 56.25

Source: Based on data of the Mexican Stock Exchange and the NY SE.
(1) Asof December 31, 2005, approximately 96.8% of our outstanding share capital was represented by CPOs.

On May 31, 2006, the last reported closing price for CPOs on the Mexican Stock Exchange was Ps64.53
per CPO, and the last reported closing price for ADSs on the NY SE was U.S.$56.97 per ADS.
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Item 10 - Additional Information

Articles of Association and By-laws
General

Pursuant to the requirements of Mexican corporation law, our articles of association and by-laws, or
estatutos social es, have been registered with the Mercantile Section of the Public Register of Property and
Commerce in Monterrey, Mexico, under the entry number 21 since June 11, 1920. We are a holding company
engaged, through our operating subsidiaries, primarily in the production, distribution, marketing and sale of cement,
ready-mix concrete and clinker. Our objectives and purposes can be found in article 2 of our by-laws. Wearea
global cement manufacturer, with operationsin North, Central and South America, Europe, the Caribbean, Asiaand
Africa. We plan to continue focusing on the production and sale of cement and ready-mix concrete, aswe believe
that this strategic focus has enabled us to grow our existing businesses and to expand our operations internationally.

We have two series of common stock, the series A common stock, with no par value, or A shares, which
can only be owned by Mexican nationals, and the series B common stock, with no par value, or the B shares, which
can be owned by both Mexican and non-Mexican nationals. Our by-laws state that the A shares may not be held by
non-Mexican persons, groups, unitsor associations that are foreign or have participation by foreign governments or
their agencies. Our by-laws also state that the A shares shall at all times account for a minimum of 64% of our total
outstanding voting stock. Other than as described herein, holders of the A shares and the B shares have the same
rights and obligations.

In 1994, we changed from a fixed capital corporation to avariable capita corporation in accordance with
Mexican corporation law and effected a three-for-one split of all our outstanding capital stock. Asaresult, we
changed our corporate name from CEMEX, SA. to CEMEX, SA. deC.V., established afixed capital account and a
variable capital account and issued one share of variable capital stock of the same series for each eight shares of
fixed capital stock held by any shareholder, after giving effect to the stock split.

Each of our fixed and variable capital accountsis comprised of A shares and B shares. Under Mexican law
and our by-laws, any holder of shares representing variable capital is entitled to have those shares redeemed at that
holder’s option for a price equal to the lower of:

o 95% of the market value of those shares based on the weighted average trading price of our CPOs on
the Mexican Stock Exchange during the latest period of 30 trading days preceding the date on which
the exercise of the redemption option is effective, for a period not to exceed six months; and

e thebook value of those shares at the end of the fiscal year immediately prior to the effective date of the
redemption option exercise by that shareholder as set forth in our annual financial statements approved
at the ordinary meeting of shareholders.

If the period used in cal culating the quoted share price as described above consists of less than 30 trading
days, the number of days when shares were actually traded will be used. If shares have not been traded during this
period, the redemption price will be the book value of those shares as described above. If a shareholder exercisesits
redemption option during the first three quarters of afiscal year, that exerciseis effective at the end of that fiscal
year, but if a shareholder exercises its redemption option during the fourth quarter, that exercise is effective at the
end of the next succeeding fiscal year. Theredemption priceis payable as of the day following the annual ordinary
meeting of shareholdersat which the relevant annual financial statements were approved.

Shareholder authorization isrequired to increase or decrease either the fixed capital account or the variable
capital account. Shareholder authorization to increase or decrease the fixed capital account must be obtained at an
extraordinary meeting of shareholders. Shareholder authorization to increase or decrease the variable capital
account must be obtained at an ordinary general meeting of shareholders.

On September 15, 1999, we effected a further stock split. For every one of our shares of any serieswe
issued two series A shares and one series B share. Concurrently with this stock split, we also consummated an
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exchange offer to exchange new CPOs and new ADSs representing the new CPOs for our then existing A shares, B
shares and ADSs and converted our then existing CPOs into the new CPOs. As of December 31, 2005,
approximately 96.8% of our outstanding share capital was represented by CPOs, a portion of which isrepresented
by ADSs.

At ageneral extraordinary meeting of shareholdersheld on April 28, 2005, our shareholders approved a
two-for-one stock split, which became effective on July 1, 2005. In connection with this stock split, each of our
existing series A shares was surrendered in exchange for two new series A shares, and each of our existing series B
shares was surrendered in exchange for two new series B shares. Concurrent with this stock split, we authorized the
amendment of the CPO trust agreement pursuant to which our CPOs are issued to provide for the substitution of two
new CPOs for each of our existing CPOs, with each new CPO representing two new series A shares and one new
series B share. The number of our existing ADSs did not change as aresult of the stock split; instead theratio of
CPOsto ADSs was modified so that each existing ADS represents ten new CPOs following the stock split and the
CPO trust amendment.

As of December 31, 2005, our capital stock consisted of 12,154,784,604 issued shares. As of December
31, 2005, series A sharesrepresented 64% of our capital stock, or 8,103,189,736 shares, of which 7,676,571,754
shares were subscribed and paid, 213,087,000 shares were treasury shares and 213,530,982 shares were issued
pursuant to our employee stock option plans and subscribed to by Banamex as trustee thereunder, but had not yet
been paid. These shares have been and will continue to be gradually paid upon exercise of the corresponding stock
options. As of December 31, 2005, series B shares represented 36% of our capital stock, or 4,051,594,868 shares,
of which 3,838,285,877 shares were subscribed and paid, 106,543,500 shares were treasury shares and 106,765,491
shares were issued pursuant to our employee stock option plans and subscribed to by Banamex as trustee thereunder,
but had not yet been paid. These shares have been and will continue to be gradually paid upon exercise of the
corresponding stock options. Of thetotal of our A shares and B shares outstanding as of December 31, 2005,
6,534,000,000 shares corresponded to the fixed portion of our capital stock and 5,620, 784,604 shares corresponded
to the variable portion of our capital stock.

At the 2005 annual shareholders’ meeting held on April 27, 2006, in connection with their approval of a
dividend for the 2005 fiscal year, our shareholders approved an increase in the variable part of our capital stock
through the capitalization of retained earningsin an amount up to Ps6,718 million, through the issuance of up to 480
million series A shares and 240 million series B shares, to be represented by new CPOs. Thefinal amount of the
increasein the variable part of our capital stock, asdetermined by our board of directors, was approximately Ps1,764
million. See Item 8 — “Financial Information — Dividends” above. In addition, at the 2005 annual shareholders’
meeting, our shareholders approved the cancellation of 213,087,000 series A treasury shares and 106,543,500 series
B treasury shares.

At the 2005 annual shareholders’ meeting, our shareholders also approved a new stock split, which we
expect to occur in July 2006. In connection with this new two-for-one stock split, each of our existing series A
shares will be surrendered in exchange for two new series A shares, and each of our existing series B shares will be
surrendered in exchange for two new series B shares. Concurrent with this stock split, we authorized the
amendment of the CPO trust agreement pursuant to which our CPOs are issued to provide for the substitution of two
new CPOs for each of our existing CPOs, with each new CPO representing two new series A shares and one new
series B share. In connection with the stock split and at our request, Citibank, N.A., as depositary for the ADSs, will
distribute one additional ADS for each ADS outstanding as of the record date for the stock split. Theratio of CPOs
to ADSswill not change asaresult of the stock split; each ADS will represent ten (10) new CPOs following the
stock split and the CPO trust amendment. The proportional equity interest participation of existing shareholders will
not change as aresult of the stock split. Thefinancia data set forth in this annual report have not been adjusted to
give retroactive effect to thisnew stock split.

On June 1, 2001, the Mexican securities law (Ley de Mercado de Val ores) was amended to increase the
protection granted to minority shareholders of Mexican listed companies and to commence bringing corporate
governance procedures of Mexican listed companies in line with international standards.

On February 6, 2002, the Mexican securities authority (Comisién Nacional Bancaria y de Valores) issued
an official communication authorizing the amendment of our by-laws to incorporate additiona provisionsto comply
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with the new provisions of the Mexican securities law. Following approval from our shareholdersat our 2002
annual shareholders’ meeting, we amended and restated our by-laws to incorporate these additional provisions,
which consist of, among other things, protective measures to prevent share acquisitions, hostile takeovers, and direct
or indirect changes of control. Asaresult of the amendment and restatement of our by-laws, the expiration of our
corporate term of existence was extended from 2019 to 2100.

On March 19, 2003, the Mexican securities authority issued new regulations designed to (i) further
implement minority rights granted to shareholders by the Mexican securities law and (ii) simplify and comprisein a
single document provisions relating to securities offerings and periodic reports by Mexican listed companies.

On April 24, 2003, our shareholders approved changes to our by-laws, incorporating additional provisions
and removing somerestrictions. The changes were as follows:

e Theredtriction that prohibits our subsidiaries from acquiring sharesin companiesthat own our shares
was amended to remove a condition that our subsidiaries have knowledge of such ownership.

e Thelimitation on our variable capital wasremoved. Formerly, our variable capital was limited to ten
times our minimum fixed capital, which is currently set at Ps39.5 million.

e Increases and decreasesin our variable capital now require the notarization of the minutes of the
ordinary general shareholders’ meeting that authorize such increase or decrease, as well as the filing of
these minutes with the Mexican National Securities Registry (Registro Nacional de Valores), except
when such increase or decrease results from (i) shareholdersexercising their redemption rights or (ii)
stock repurchases.

¢ Amendments were made to the calculation of the redemption price for our variable capital shares,
which is described above.

e Approval by the board of directorsis now required for transactions by us or any of our subsidiaries
involving: (i) transactions not in the ordinary course of business with third parties related to us or to
any of our subsidiaries, (ii) purchases or sales of assets having a value equal to or exceeding 10% or
more of our total consolidated assets, (iii) the granting of security interests in an amount exceeding
30% of our total consolidated assets, and (iv) any other transaction that exceeds 1% of our total
consolidated assets.

e Thecancellation of registration of our sharesin the Securities Section of the Mexican National
Securities Registry now involves an amended procedure, which is described below under “Repurchase
Obligation.” In addition, any amendments to the article containing these provisions no longer require
the consent of the Mexican securities authority and 95% approval by shareholders entitled to vote.

On December 30, 2005, anew Mexican securities law was published in an attempt to continue bringing
corporate governance procedures of Mexican listed companiesin line with international standards. This new law
includes provisions increasing disclosure information requirements, minority sharehol der rights and corporate
governance.

Under the new Mexican securities law, we are required to adopt specific amendments to our by-laws within
180 days of the effective date of thenew law. Following approval from our shareholdersat our 2005 annual
shareholders’ meeting held on April 27, 2006, we amended and restated our by-laws to incorporate these
amendments. The amendments to our by-laws will become effective on July 3, 2006. The most significant of these
amendments are as follows:

e Thechange of our corporate name from CEMEX, SA. deC.V.to CEMEX, SA.B. deC.V., which
means that we will now be called a Publicly Held Company (Sociedad Anénima Bursétil or SA.B.).
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e Thecreation of a corporate practices committee, which isanew committee of our board of directors
and which is comprised exclusively of independent directors.

e Theeimination of the figure of statutory examiner (Comisario) and the assumption of its
responsibilities by the board of directors through the audit committee and the new corporate practices
committee, aswell as by our external auditor.

e Theimposition of new duties (such as the duty of loyalty and the duty of care) and liabilities on the
members of the board of directors aswell as on thereevant officers.

e Theimplementation of a mechanism for claimsof a breach of a director’s or officer’s duties to be
brought by us or by holders of 5% or more of our shares.

e Anincrease of theresponshilities of the audit committee.

e Thechief executive officer isnow the person in charge of managing the company. before, this was the
duty of the board of directors. The board of directors will now supervise the chief executive officer.

e Shareholdersare given theright to enter into certain agreements with other shareholders.

These amendments to our by-laws are subject to the new law becoming effective on June 28, 2006.
Therefore, the following summary does not give effect to these amendments.

Changesin Capital Stock and Preemptive Rights

Our by-laws allow for a decrease or increase in our capital stock if it isapproved by our shareholdersat a
shareholders’ meeting. Additional shares of our capital stock, having no voting rights or limited voting rights, are
authorized by our by-laws and may be issued upon the approval of our shareholders at a shareholders’ meeting, with
the prior approval of the Mexican securities authority.

Our by-laws provide that shareholders have preemptive rights in proportion to the number of shares of our
capital stock they hold, before any increase in the number of outstanding A shares, B shares, or any other existing
series of shares, asthe case may be, except in the case of shares previously acquired by us or if the shareholders
waive their preemptiverights, in the context of a public offer, as set forth in the Mexican securities law. Preemptive
rights give shareholders the right, upon any issuance of shares by us, to purchase a sufficient number of sharesto
maintain their existing ownership percentages. Preemptive rights must be exercised within the period and under the
conditions established for that purpose by the shareholders, and our by-laws and applicable law provide that this
period must be 15 days following the publication of the notice of the capital increase in the Periddico Oficial del
Estado de Nuevo Ledn. With the prior approval of the Mexican securities authority, an extraordinary shareholders’
meeting may approve theissuance of our stock in connection with a public offering, without the application of the
preemptive rights described above. At that meeting, holders of our stock must waive preemptive rights by the
affirmative vote of 50% of the capital stock, and the resolution duly adopted in this manner will be effective for all
shareholders. If holders of at least 25% of our capital stock vote againgt the resol ution, the issuance without the
application of preemptive rights may not be effected. The Mexican securities authority may only approve the
issuance if we maintain policies that protect the rights of minority shareholders. Any shareholder voting against the
relevant resolution will have theright to have its shares placed in the public offering together with our shares and at
the same market price.

Pursuant to our by-laws, significant acquisitions of shares of our capital stock and changes of control of
CEMEX require prior approval from our board of directors. Our board of directors must authorize in advance any
transfer of voting shares of our capital stock that would result in any person or group becoming aholder of 2% of
more of our shares. If our board of directors denies that authorization, it must designate an dternative buyer for
those shares, at a price equal to the price quoted on the Mexican Stock Exchange. Any acquisition of shares of our
capital stock representing 20% or more of our capital stock by a person or group of persons requires prior approval
from our board of directors and, in the event approval is granted, the acquiror has an obligation to make a public
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offer to purchase all of the outstanding shares of that class of capital stock being purchased. In the event the
requirements described above for significant acquisitions of shares of our capital stock are not met, the persons
acquiring such shares will not be entitled to any corporate rights with respect to such shares, such shares will not be
taken into account for purposes of determining a quorum for shareholders’ meetings and we will not record such
persons as holders of such sharesin our shareholder ledger.

Our by-laws require the stock certificates representing shares of our capital stock to make reference to the
provisionsin our by-laws relating to the prior approval of the board of directors for significant share transfers and
the requirements for recording sharetransfersin our shareholder ledger. In addition, shareholders areresponsible
for informing us whenever their shareholdings exceed 5%, 10%, 15% and 20% of the outstanding shares of a
particular class of our capital stock. We arerequired to maintain a shareholder ledger that records the names,
nationality and domicile of all significant shareholders, and any shareholder that meets or exceeds these thresholds
must be recorded in this ledger if such shareholder is to be recognized or represented at any shareholders’ meeting.
If a shareholder fails to inform us of its shareholdings reaching a threshold as described above, we will not record
the transactions that cause such threshold to be met or exceeded in our shareholder ledger, and such transaction will
have no legal effect and will not be binding on us.

Repurchase Obligation

In accordance with Mexican securities regulations, our majority shareholders are obligated to make a public
offer for the purchase of stock to the minority shareholdersif thelisting of our stock with the Mexican Stock
Exchangeis canceled, either by resolution of our shareholders or by an order of the Mexican securities authority.
The price at which the stock must be purchased by the majority shareholdersisthe higher of:

o theweighted average price per share based on the weighted average trading price of our CPOs on the
Mexican Stock Exchange during the latest period of 30 trading days preceding the date of the offer, for
aperiod not to exceed six months; or

o thebook value per share, asreflected in the last quarterly report filed with the Mexican securities
authority and the Mexican Stock Exchange.

Five business days prior to the commencement of the offering, our board of directors must make a
determination with respect to the fairness of the offer, taking into account the interests of the minority shareholders
and disclose its opinion, which mugt refer to the justifications of the offer price; if the board of directorsis precluded
from making such determination asaresult of a conflict of interest, theresolution of the board of directors must be
based upon a fairness opinion issued by an expert selected by the audit committee in which emphasis must be placed
on minority rights.

Following the expiration of this offer, if the majority shareholders do not acquire 100% of the paid-in share
capital, such shareholders must placein atrust set up for that purpose for a six-month period an amount equal to that
required to repurchase the remaining shares held by investors who did not participate in the offer. The majority
shareholders are not obligated to make the offer to purchaseif shareholdersrepresenting 95% of our share capital
waive that right, and the amount offered for the shares isless than 300,000 UDI s (Unidades de Inversidn), which are
investment unitsin Mexico that reflect inflation variations. If these conditions are met, we must creste atrust as
described above and provide el ectronic notice to the Mexican Stock Exchange. For purposes of these provisions,
majority shareholders are shareholdersthat own amajority of our shares, have voting power sufficient to control
decisions at general shareholders’ meetings, or that may elect a majority of our board of directors.

Shareholders’ Meetings and Voting Rights
Shareholders’ meetings may be called by:
e our board of directors or Satutory auditors,

e shareholdersrepresenting at least 10% of the then outstanding shares of our capital stock by requesting
our board of directors or the statutory auditorsto call amesting;
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e any shareholder if no meeting has been held for two consecutive years or when the mattersreferred to
in Article 181 of the General Law of Commercial Companies (Ley General de Sociedades
Mercantiles) have not been dealt with; or

e aMexican court in the event our board of directors or the statutory auditors do not comply with the
valid request of the shareholdersindicated above.

Notice of shareholders’ meetings must be published in the official gazette for the State of Nuevo Leon,
Mexico or any major newspaper published and distributed in the City of Monterrey, Nuevo Ledn, Mexico. The
notice must be published at least 15 days prior to the date of any shareholders’ meeting. Consistent with Mexican
law, our by-laws further require that all information and documents relating to the shareholders’ meeting be
available to shareholders from the date the notice of the meeting is published.

General shareholders’ meetings can be ordinary or extraordinary. At every general shareholders’ meeting,
each holder of A sharesand B sharesis entitled to one vote per share. Shareholders may vote by proxy duly
appointed in writing. Under the CPO trust agreement, holders of CPOs who are not Mexican national s cannot
exercise voting rights corresponding to the A shares represented by their CPOs.

An annual general ordinary shareholders’ meeting must be held during the first four months after the end of
each of our fiscal yearsto consider the approval of areport of our board of directors regarding our performance and
our financial statementsfor the preceding fiscal year and to determine the allocation of the profits for the preceding
year. At the annual general shareholders’ meeting, any shareholder or group of shareholders representing 10% or
more of our outstanding voting stock has the right to appoint one regular and one alternate director in addition to the
directors elected by the majority and the right to appoint a statutory auditor. The alternate director appointed by the
minority holders may only substitute for the director appointed by that minority.

A general extraordinary shareholders’ meeting may be called at any timeto deal with any of the matters
specified by Article 182 of the Generd Law of Commercial Companies, which include, among other things:

e extending our corporate existence;

e our early dissolution;

e increasing or reducing our fixed capital stock;

e changing our corporate purpose;

e changing our country of incorporation;

e changing our form of organization;

e aproposed merger;

e issuing preferred shares,

e redeeming our own shares;

e any amendment to our by-laws; and

e any other matter for which a special quorum isrequired by law or by our by-laws.
The above-mentioned matters may only be dealt with at extraordinary shareholders’ meetings.

In order to vote at ameeting of shareholders, shareholders must appear on thelist that Indeval, the Mexican
securities depositary, and the Indeval participants holding shares on behalf of the shareholders, prepare prior to the
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meeting or must deposit prior to that meeting the certificates representing their shares at our offices or in a Mexican
credit ingtitution or brokerage house, or foreign bank approved by our board of directorsto serve this function. The
certificate of deposit with respect to the share certificates must be presented to our company secretary at least 48
hours before a meeting of shareholders. Our company secretary verifies that the person in whose favor any
certificate of deposit wasissued isnamed in our shareregistry and issues an admission pass authorizing that
person’s attendance at the meeting of shareholders.

Our by-laws provide that a shareholder may only be represented by proxy in a shareholders’ meeting with a
duly completed form provided by us authorizing the proxy’s presence. In addition, our by-laws require that the
secretary acting at the shareholders’ meeting publicly affirm the compliance by all proxies with this requirement.

A shareholders’ resolution is required to take action on any matter presented at a shareholders’ meeting. At
an ordinary meeting of shareholders, the affirmative vote of the holders of amajority of the shares present at the
meeting is required to adopt a shareholders’ resolution. At an extraordinary meeting of shareholders, the affirmative
vote of at least 50% of the capital stock is required to adopt a shareholders’ resolution, except that when amending
Article 22 of our by-laws (which specifies the list of personswho arenot digible to be appointed as a director or a
statutory auditor) the affirmative vote of at least 75% of the voting stock isneeded. Our by-laws also require the
approval of 75% of the voting shares of our capital stock to amend provisionsin our by-laws relating to the prior
approval of the board of directors for share transfers and the requirements for recording share transfers in our
corporate ledger.

The quorum for afirst ordinary meeting of shareholdersis 50% of our outstanding and fully paid shares,
and for the second ordinary meeting of shareholdersisany number of our outstanding and fully paid shares. The
quorum for the first extraordinary shareholders’ meeting is 75% of our outstanding and fully paid shares, and for the
second extraordinary shareholders’ meeting the quorum is 50% of our outstanding and fully paid shares.

Rights of Minority Shareholders

Our by-laws provide that holders of at least 10% of our capital stock are entitled to demand the
postponement of the voting on any resolution of which they deem they have not been adequately informed.

Under Mexican law, holders of at least 20% of our outstanding capital stock entitled to vote on a particular
matter may seek to have any shareholder action with respect to that matter set asde, by filing a complaint with a
court of law within 15 days after the close of the meeting at which that action was taken and showing that the
challenged action violates Mexican law or our by-laws. Relief under these provisionsisonly available to holders
who were entitled to vote on, or whose rights as sharehol ders were adversely affected by, the challenged sharehol der
action and whose shares were not represented when the action was taken or, if represented, voted againg it.

Under Mexican law, an action for civil liabilities against directors may be initiated by a shareholders’
resolution. In the event shareholders decide to bring an action of thistype, the persons against whom that action is
brought will immediately cease to be directors. Additionally, shareholders representing not less than 15% of the
outstanding shares may directly exercise that action against the directors; provided that:

o those shareholders shall not have voted against exercising such action at the relevant shareholders’
meeting; and

o theclam coversal of the damage alleged to have been caused to us and not merely the damage
suffered by the plaintiffs.

Any recovery of damage with respect to these actionswill be for our benefit and not that of the
shareholders bringing the action.

Registration and Transfer

Our common stock is evidenced by share certificatesin registered form with registered dividend coupons
attached. Our shareholders may hold their sharesin the form of physical certificates or through ingtitutions that have
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accounts with Indeval. Accounts may be maintained at Indeval by brokers, banks and other entities approved by the
Mexican securities authority. We maintain a stock registry, and, in accordance with Mexican law, only those
holders listed in the stock registry and those holding certificates issued by Indeval and by Indeval participants
indicating ownership are recognized as our shareholders.

Redemption

Our capital stock is subject to redemption upon approval of our shareholders at an extraordinary
shareholders’ meeting.

Share Repurchases

If our shareholders decide at a general shareholders’ meeting that we should do so, we may purchase our
outstanding shares for cancellation. We may al so repurchase our equity securities on the Mexican Stock Exchange
at the then prevailing market prices in accordance with the Mexican securitieslaw. If we intend to repurchase
shares representing more than 1% of our outstanding shares at a single trading session, we must inform the public of
such intention at least ten minutes before submitting our bid. If weintend to repurchase shares representing 3% or
more of our outstanding shares during a period of twenty trading days, we would be required to conduct a public
tender offer for such shares. We must conduct share repurchases through the person or persons approved by our
board of directors, through a single broker dedler during the relevant trading session without submitting bids during
the first and thelast 30 minutes of each trading session and we must inform the Mexican Stock Exchange of the
results of any share repurchase no later than the business day following any such sharerepurchase.

Directors’ and Shareholders’ Conflict of Interest

Under Mexican law, any shareholder that has a conflict of interest with us with respect to any transaction is
obligated to disclose such conflict and is prohibited from voting on that transaction. A shareholder who violates this
prohibition may be liable for damages if the relevant transaction would not have been approved without that
shareholder’s vote.

Under Mexican law, any director who has a conflict of interest with usin any transaction must disclose that
fact to the other directors and is prohibited from voting on that transaction. Any director who violates this
prohibition will beliable for damages. Additionally, our directors and statutory auditors may not represent
shareholders in the shareholders’ meetings.

Withdrawal Rights

Whenever our shareholders approve a change of corporate purpose, change of nationality or transformation
from one form of corporate organization to another, Mexican law provides that any shareholder entitled to vote on
that change that has voted against it may withdraw from CEMEX and receive the amount cal culated as specified by
Mexican law attributableto its shares, provided that it exercises that right within 15 days following the adjournment
of the meeting at which the change was approved. For further details on the calculation of the withdrawal right, see
“— General.”

Dividends

At the annual ordinary general meeting of shareholders, our board of directors submits our financial
statements together with areport on them by our board of directors and the statutory auditors, to our shareholders for
approval. Theholdersof our shares, once they have approved the financial statements, determine the allocation of
our net income, after provision for income taxes, legal reserve and statutory employee profit sharing payments, for
the preceding year. All shares of our capital stock outstanding and fully paid at the time a dividend or other
distribution is declared are entitled to share equally in that dividend or other distribution.
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Liquidation Rights

In the event we are liquidated, the surplus assets remaining after payment of all our creditorswill be
divided among our shareholdersin proportion to the respective shares held by them. The liquidator may, with the
approval of our shareholders, distribute the surplus assets in kind among our sharehol ders, sell the surplus assets and
divide the proceeds among our shareholders or put the surplus assets to any other uses agreed to by amajority of our
shareholders voting at an extraordinary shareholders’ meeting.

Differences Between Our Corporate Governance Practices and NYSE Sandards for Domestic Companies

For a description of significant ways in which our corporate governance practices differ from those
required of domestic companies under NY SE standards visit our website at www.cemex.com (under the heading
“Investor Center/Corporate Governance”).

Material Contracts

On June 23, 2003, CEMEX Espafia Finance LLC, asissuer, CEMEX Espafia, Sandworth Plaza Holding
B.V., Cemex Caracas Investments B.V., Cemex Caracas || Investments B.V., Cemex Manila Investments B.V. and
Cemex Egyptian Investments B.V ., as guarantors, and several ingtitutional purchasers, entered into a Note Purchase
Agreement in connection with a private placement by CEMEX Espafia Finance, LLC. CEMEX Esparia Finance,
LLC issued to theinstitutional purchasers U.S.$103,000,000 aggregate principal amount of 4.77% Senior Notes due
2010, U.S.$96,000,000 aggregate principal amount of 5.36% Senior Notes due 2013 and U.S.$201,000,000
aggregate principa amount of 5.51% Senior Notes due 2015.

On October 15, 2003, New Sunward Holding B.V. entered into a U.S.$1.15 billion multi-tranche Term
Loan Agreement. The indebtedness incurred under the agreement was guaranteed by CEMEX, CEMEX México
and Empresas Tolteca de México and was composed of three different tranches. Thefirst tranche was a two-year
Euro denominated |oan in the amount of €256,365,000. The second tranche was a three-year Dollar denominated
loan in the amount of U.S.$550,000,000. Thethird tranche was a three-year Y en denominated |oan in the amount of
¥32,688,000,000. Theterms of the second and third tranches can be extended for an additiona period of six
months, subject to certain conditions. The proceeds were used to repurchase U.S.$650 million of preferred equity
and to refinance other outstanding debt. On July 7, 2004 the three-year Dollar denominated |oan in the amount of
U.S.$550,000,000 was completely prepaid. On July 12, 2004, the three-year Y en denominated |oan in the amount of
¥32,688,000,000 was reduced to ¥16,288,000,000. On June 30, 2005, all outstanding amounts under this multi-
tranche Term Loan Agreement were prepaid.

On March 30, 2004, CEMEX Espafia, with Sandworth Plaza Holding B.V., Cemex Caracas Investments
B.V., Cemex Caracas |l Investments B.V., Cemex Manila Investments B.V. and Cemex Egyptian Investments, B.V.,
as guarantors, entered into a Term and Revolving Facilities Agreement with Banco Bilbao Vizcaya Argentaria, S.A.
and Societe Generale, as mandated lead arrangers, relating to three credit facilities with an aggregate amount of
€250,000,000 and ¥19,308,000,000. Thefirst facility was a five-year multi-currency term loan facility with a
variable interest rate; the second facility was a 364-day multi-currency revolving credit facility; and the third facility
was a five-year Yen denominated term loan facility with afixed interest rate. The proceeds of these facilities were
used to prepay part of CEMEX Espaifia’s outstanding debt as of that date and for general corporate purposes. On
March 18, 2005, the term of the 364-day multi-currency revolving credit facility (up to an aggregate amount of
€100,000,000) was extended for an additional year and on March 31, 2006, all outstanding amounts under the
revolving credit facility were paid and the revolving credit facility expired.

On April 15, 2004, CEMEX Espafia Finance LLC, asissuer, CEMEX Espafia, Sandworth Plaza Holding
B.V., Cemex Caracas Investments B.V., Cemex Caracas Il Investments B.V., Cemex ManilaInvestments B.V. and
Cemex Egyptian Investments B.V ., asguarantors, and severd ingitutional purchasers, entered into a Note Purchase
Agreement in connection with a private placement by CEMEX Espafia Finance, LLC. CEMEX Esparia Finance,
LLC issued to the institutional purchasers ¥4,980,600,000 aggregate principal amount of 1.79% Senior Notes due
2010, ¥6,087,400,000 aggregate principal amount of 1.99% Senior Notes due 2011. The proceeds of the private
placement were used to repay existing facilities and for general corporate purposes.
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On June 23, 2004, we entered into a three-year U.S.$800 million revolving credit facility guaranteed by
CEMEX México and Empresas Tolteca de México. The facility consists of credit lines with two different sublimits.
The facility provides for swing lineloan availability of U.S.$100 million and has a sublimit for standby letters of
credit of U.S.$200 million. The proceeds were applied to refinance outstanding debt. On June 6, 2005, thisrevolving
credit facility was amended; the total facility was reduced to U.S. $700 million and extended to anew four-year
period. The sublimits of the swing line and standby |etters of credit were left unchanged.

On September 24, 2004, New Sunward Holding B.V., entered into a U.S.$1.25 hillion multi-currency term
loan that was guaranteed by CEMEX, CEMEX México and Empresas Tolteca de México and consisted of two
tranches. The first tranche was a multi-currency one-year U.S.$500 million term |oan denominated in Dollars, Euros
or Pounds (or a combination thereof) with an optional six-month extension. The second tranche was a multi-
currency three-year U.S.$750 million term loan denominated in Dollars, Euros, or Pounds (or a combination
thereof). The proceeds of the facility were used to finance the RMC acquisition. Thisfacility was fully repaid on
April 13, 2005.

On September 24, 2004, CEMEX Espafia entered into a U.S.$3.8 billion multi-currency term loan that
consisted of three tranches. Thefirst tranche was a multi-currency one-year U.S.$1.5 hillion back-up term loan
denominated in Dollars, Euros or Pounds (or a combination thereof) with an optional twelve month extension. The
second tranche was a multi-currency three-year U.S.$1.15 hillion term loan denominated in Dollars, Euros or
Pounds (or a combination thereof). The third tranche was amulti-currency five-year U.S.$1.15 billion term loan
denominated in Dollars, Euros or Pounds (or a combination thereof). Proceeds from the first tranche of the CEMEX
Espafia facility were used to refinance RMC debt. All other proceeds were used to finance the RMC acquisition. On
February 25, 2005 the facilities agreement was amended and on June 21, 2005, the first tranche was cancelled. On
July 4, 2005, the facilities agreement was amended and restated. The amended and restated facility isa U.S. $2.3
billion multi-currency revolving facilities agreement. The first tranche isamulti-currency U.S. $575 million
revolving loan maturing on September 2007. The second tranche isamulti-currency U.S. $1.15 hillion revolving
loan maturing on September 2009. The third tranche is a multi-currency five-year U.S. $575 million revolving
facility with two optional one-year extensions. All borrowings under the amended and restated facilities agreement
can be denominated in Dollars, Euros, or Pounds (or a combination thereof). Thisindebtedness is guaranteed by
Cemex Caracas Investments B.V., Cemex Caracas || Investments B.V., Cemex American Holdings B.V., Cemex
Shipping B.V., Cemex Egyptian Investments B.V. and Cemex AsiaB.V. (which became a guarantor on December
16, 2005).

On September 27, 2004, CEMEX UK Limited and RMC entered into an Implementation Agreement,
pursuant to which the parties agreed to implement a scheme of arrangement under U.K. law for the acquisition of
RMC by CEMEX UK Limited. The agreement contained assurances and confirmations between the parties
regarding the implementation of the scheme of arrangement on a timely basis and the conduct of RMC’s business in
the ordinary course. On the same date, CEMEX UK Limited acquired 50 million shares of RMC for approximately
£432 million (U.S.$786 million, based on a Pound/Doallar exchangerate of £0.5496 to U.S.$1.00 on September 27,
2004), which represented approximately 18.8% of RMC’s outstanding shares. On March 1, 2005, following board
and shareholder approval and clearance from the applicable regulators, the scheme of arrangement became effective
and CEMEX UK Limited purchased the remaining 81.2% of RMC’s outstanding shares completing our acquisition
of RMC.

On February 4, 2005, CEMEX, Inc. and Votorantim Participagdes S.A., or Votorantim, entered into an
Asset Purchase Agreement (which was amended by Amendment No. 1 thereto entered into by the parties on March
31, 2005), pursuant to which CEMEX, Inc. sold its Charlevoix, Michigan and Dixon, Illinois cement plants and
several distribution terminalslocated in the Great Lakes region to Votorantim for an aggregate purchase price of
approximately U.S.$389 million. Thedistribution terminals sold to Votorantim are located in Green Bay,
Manitowoc and Milwaukee, Wisconsin; Chicago, Illinois; Ferrysburg, Michigan; Cleveland and Toledo, Ohio; and
Owen Sound, Ontario, Canada.

On March 16, 2005, CEMEX Espafiaand RMC entered into an Amended and Restated £1,000,000,000
Term and Revolving Credit Agreement, which was originally entered into by RMC on October 18, 2002, relating to
amulti-currency five-year £600,000,000 revolving credit facility and amulti-currency five-year £400,000,000 term
loan facility. The amendmentsto the origina agreement included awaiver of the provision requiring mandatory
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prepayment in the event of a change of control, the inclusion of CEMEX Espafia, Cemex Caracas Investments B.V .,
Cemex Caracas Il Investments B.V., Cemex Manila Investments B.V., Cemex Egyptian Investments B.V., Cemex
American Holdings B.V. and Cemex Shipping B.V, as guarantors, amendments to the financial covenants applicable
to CEMEX Espafia on a consolidated basis and the extension of the termination date of the revolving credit facility
to six years from the date of the amended and restated agreement. Simultaneous with the execution of the amended
and restated agreement, the total amount of the facilities was reduced to £604,354,196; the revolving credit facility
was reduced to £425,558,038 and the term loan facility was reduced to £178,796,154. This Term and Revolving
Credit Agreement was fully prepaid and cancelled on November 7, 2005.

On April 5, 2005, we entered into a U.S.$1,000,000,000 180-day term credit agreement guaranteed by
CEMEX México and Empresas Tolteca de México. The multi-currency credit facility was entered into to fund the
repayment of amounts outstanding under the credit agreement of New Sunward Holding B.V., dated September 24,
2004. This credit agreement was fully prepaid on June 6, 2005.

On May 31, 2005, we entered into a multi-credit five-year U.S.$1.2 billion revolving credit agreement
guaranteed by CEMEX México and Empresas Tolteca de México. The multi-currency credit facility was entered
into to fund the repayment of amounts outstanding under the credit agreement of CEMEX, S.A. de C.V. dated April
5, 2005.

On June 27, 2005, New Sunward Holding B.V. entered into a U.S.$700,000,000 Term and Revolving
Facilities Agreement with several lenders, Banco Bilbao Vizcaya Argentaria, S.A., BNP Paribas and Citigroup
Global Markets as mandated |ead arrangers and Citibank, N.A. as agent. This agreement is guaranteed by CEMEX,
CEMEX Mexico and Empresas Tolteca de Mexico. The proceeds from this Term and Revolving Facilities
Agreement was used to repay of all amounts due and payable under the U.S.$1,150,000,000 term loan agreement
dated October 15, 2003 and to pay other debt of New Sunward Holding B.V.

On June 13, 2005, CEMEX Espafia Finance LLC, asissuer, CEMEX Espafia, Cemex Caracas Investments
B.V., Cemex Caracas |l Investments B.V., Cemex Manila Investments B.V., Cemex Egyptian Investments B.V.,
Cemex American Holdings B.V. and Cemex Shipping B.V., as guarantors, and several institutional purchasers,
entered into a Note Purchase Agreement in connection with a private placement and issuance by CEMEX Espafia
Finance, LLC of U.S.$133,000,000 aggregate principal amount of 5.18% Senior Notes due 2010, and
U.S.$192,000,000 aggregate principal amount of 5.62% Senior Notes due 2015. The proceeds of the private
placement were used to repay existing facilities and for general corporate purposes. On December 16, 2005, Cemex
AsiaB.V. became a guarantor to the Notes issued in connection with this Note Purchase Agreement. On December
31, 2005, Cemex Manila Investments B.V. was merged with and into Cemex AsiaB.V. The surviving company
was Cemex AsaB.V.

On July 1, 2005, we and Ready Mix USA entered into limited liability company agreements and asset
contribution agreements in connection with our establishment of two jointly-owned limited liability companies,
CEMEX Southeast, LLC, acement company, and Ready Mix USA, LLC, aready-mix concrete company, to serve
the construction materials market in the southeast region of the United States. Under the terms of the limited liability
company agreements and related asset contribution agreements, we contributed two cement plants (Demopalis,
Alabama and Clinchfield, Georgia) and el even cement terminalsto CEMEX Southeast, LLC, representing
approximately 98% of its contributed capital, while Ready Mix USA contributed cash to CEMEX Southeast, LLC
representing approximately 2% of its contributed capital. In addition, we contributed our ready-mix concrete,
aggregates and concrete block assets in the Florida panhandle and southern Georgiato Ready Mix USA, LLC,
representing approximately 9% of its contributed capital, while Ready Mix USA contributed all its ready-mix
concrete and aggregate operationsin Alabama, Georgia, the Florida panhandle and Tennessee, aswell asits concrete
block operationsin Arkansas, Tennessee, Mississippi, Floridaand Alabamato Ready Mix USA, LLC, representing
approximately 91% of its contributed capital. We own a50.01% interest, and Ready Mix USA owns a49.99%
interest, in the profits and losses and voting rights of CEMEX Southeast, LLC, while Ready Mix USA owns a
50.01% interest, and we own a49.99% interest, in the profits and | osses and voting rights of Ready Mix USA, LLC.
CEMEX Southeast, LLC ismanaged by us, and Ready Mix USA, LLC is managed by Ready Mix USA. Under the
terms of the limited liability company agreements, after the third anniversary of the formation of these companies,
Ready Mix USA will have the option, but not the obligation, to require us to purchase Ready Mix USA’s interest in
the two companies at a purchase price equal to the greater of the book value of the companies’ assets or a formula
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based on the companies’ earnings. This option will expire on the twenty fifth anniversary of the formation of these
companies.

On September 1, 2005, RMC Mid-Atlantic, LLC, our indirect wholly-owned U.S. subsidiary, and Ready
Mix USA entered into an asset purchase agreement pursuant to which we sold 27 ready-mix plants and four concrete
block facilities|ocated in the Atlanta, Georgia metropolitan areato Ready Mix USA, LLC for approximately
U.S.$125 million.

Exchange Controls
See Item 3 — “Key Information — Mexican Peso Exchange Rates.”
Taxation
Mexican Tax Consider ations
General

Thefollowing isa summary of certain Mexican federal income tax considerations relating to the ownership
and disposition of our CPOs or ADSs.

Thissummary is based on Mexican income tax law that isin effect on the date of this annual report, which
is subject to change. Thissummary is limited to non-residents of Mexico, as defined bel ow, who own our CPOs or
ADSs. Thissummary does not address all aspects of Mexican income tax law. Holders are urged to consult their
tax counsdl as to the tax consequences that the purchase, ownership and disposition of our CPOs or ADSs, may
have.

For purposes of Mexican taxation, an individual isaresident of Mexico if he or she has established his or
her homein Mexico. If theindividua also hasahome in another country, he or she will be considered aresident of
Mexico if his or her center of vital interests is in Mexico. Under Mexican law, an individual’s center of vital
interestsisin Mexico if, among other things:

e more than the 50% of the individual’s total income in the relevant year comes from Mexican sources;
or

e the individual’s main center of professional activities is in Mexico.

A legal entity isaresident of Mexico if it is organized under the laws of Mexico or if it maintains the
principal administration of its business or the effective location of its management in Mexico.

A Mexican citizen is presumed to be aresident of Mexico for tax purposes unless such person or entity can
demonstrate otherwise. If alegal entity or anindividual is deemed to have a permanent establishment in Mexico for
tax purposes, al income attributable to such permanent establishment will be subject to Mexican taxes, in
accordance with relevant tax provisions.

Individuals or legal entities that cease to be residents of Mexico must notify the tax authorities within 15
business days before their change of residency.

A non-resident of Mexico isalegal entity or individual that does not satisfy the requirementsto be

considered aresident of Mexico for Mexican federal incometax purposes. Theterm U.S. Shareholder shall have the
same meaning ascribed below under the section “— U.S. Federal Income Tax Considerations.”
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Taxation of Dividends

Dividends, either in cash or in any other form, paid to non-residents of Mexico with respect to A shares or
B shares represented by the CPOs (or in the case of holderswho hold CPOs represented by ADSs), will not be
subject to withholding tax in Mexico.

Disposition of CPOs or ADSs

Gains on the sale or disposition of ADSs by aholder who isanon-resident of Mexico will not be subject to
Mexican tax.

Gains on the sale or disposition of CPOs by a holder who is anon-resident of Mexico will not be subject to
any Mexican tax if the saleis carried out through the Mexican Stock Exchange or other recognized securities
market, as determined by Mexican tax authorities. Gainsrealized on sales or other dispositions of CPOs by non-
residents of Mexico made in other circumstances would be subject to Mexican income tax.

Under the terms of the Convention Between the United States and Mexico for Avoidance of Double
Taxation and Prevention of Fiscal Evasion with Respect to Income Taxes, and a Protocol thereto, the Tax Treaty,
gains obtained by a U.S. Shareholder eligible for benefits under the Tax Treaty on the disposition of CPOs will not
generally be subject to Mexican tax, provided that such gains are not attributable to a permanent establishment of
such U.S. Shareholder in Mexico and that the digible U.S. Shareholder did not own, directly or indirectly, 25% or
more of our outstanding stock during the 12-month period preceding the disposition. In the case of non-residents of
Mexico dligible for the benefits of a tax treaty, gains derived from the disposition of ADSs or CPOs may also be
exempt, in whole or in part, from Mexican taxation under atreaty to which Mexico isaparty.

Deposits and withdrawals of ADSswill not give rise to any Mexican tax or transfer duties.
Estate and Gift Taxes

There are no Mexican inheritance or succession taxes applicable to the ownership, transfer or disposition of
ADSs or CPOs by holdersthat are non-residents of Mexico, although gratuitous transfers of CPOs may, in some
circumstances, cause a Mexican federa tax to be imposed upon arecipient. There are no Mexican stamp, issue,
registration or similar taxes or duties payable by holders of ADSs or CPOs.

U.S. Federal Income Tax Consider ations
General

Thefollowing isa summary of the material U.S. federal income tax consequences relating to the ownership
and disposition of our CPOs and ADSs.

This summary is based on provisions of the U.S. Internal Revenue Code of 1986, as amended (the “Code”),
U.S. Treasury regulations promulgated under the Code, and adminigrative rulings, and judicial interpretations of the
Code, all asin effect on the date of thisannual report and all of which are subject to change, possibly retroactively.
Thissummary islimited to U.S. Shareholders (as defined below) who hold our ADSs or CPOs, as the case may be,
as capital assets. Thissummary does not discuss all aspects of U.S. federal income taxation which may be important
to aninvestor in light of itsindividual circumstances, for example, an investor subject to special tax rules (e.g.,
banks, thrifts, real estate investment trusts, regulated investment companies, insurance companies, dealersin
Ssecurities or currencies, expatriates, tax-exempt investors, personswho own 10% or more of our voting stock, or
holders whaose functional currency isnot the Dollar or U.S. Shareholders who hold a CPO or an ADS asaposition in
a “straddle,” as part of a “synthetic security” or “hedge,” as part of a “conversion transaction” or other integrated
investment, or as other than a capital asset). In addition, this summary does not address any aspect of state, local or
foreign taxation.

For purposes of this summary, a “U.S. Shareholder” means a beneficial owner of CPOs or ADSs, who is
for U.S. federal income tax purposes:

e anindividual whoisacitizen or resident of the United States for U.S. federal income tax purposes;
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e acorporation or other entity taxable as a corporation that is crested or organized in the United States or
under the laws of the United States or any state thereof (including the District of Columbia);

e an estate theincome of which isincludiblein grossincome for U.S. federal income tax purposes
regardless of its source; or

e atrust if acourt within the United Statesis able to exercise primary supervision over the
administration of such trust and one or more United States persons have the authority to control all
substantial decisions of such trust.

If a partnership (including any entity treated as a partnership for U.S. federal income tax purposes) isthe
beneficial owner of CPOs or ADSs, the U.S. federal incometax trestment of a partner in such partnership will
generally depend upon the status of the partner and the activities of the partnership. A partner in apartnership that is
the beneficial owner of CPOs or ADSs is urged to consult its own tax advisor regarding the associated tax
COoNsequences.

U.S. Shareholders should consult their own tax advisors as to the particular tax consequences to them under
United States federal, state and local, and foreign laws relating to the ownership and disposition of our CPOs and
ADSs.

Ownership of CPOs or ADSsin general

In general, for U.S. Federal income tax purposes, U.S. Shareholders who own ADSs will be treated asthe
beneficial owners of the CPOsrepresented by those ADSs, and each CPO will represent abeneficial interest in two
A shares and one B share.

Taxation of dividendswith respect to CPOs and ADSs

Distributions of cash or property with respect to the A shares or B shares represented by CPOs, including
CPOs represented by ADSs, generally will be includiblein the gross income of a U.S. Shareholder asforeign source
“passive” or “financia services” income on the date the distributions are received by the CPO trustee or successor
thereof, to the extent paid out of our current or accumulated earnings and profits, as determined under U.S. federal
income tax principles. Pursuant to changesin U.S. tax law applicable to tax years beginning after December 31,
2006, payments that would have been treated as “financial services” income for these purposes will be treated as
“general category” income. These dividends will not be digible for the dividends-received deduction allowed to
corporate U.S. Shareholders. To the extent, if any, that the amount of any distribution by us exceeds our current and
accumul ated earnings and profits as determined under U.S. federal income tax principles, it will be treated first asa
tax-free return of the U.S. Shareholder’s adjusted tax basis in the CPOs or ADSs and thereafter as capital gain.

The gross amount of any dividends paid in Pesos will be includible in theincome of a U.S. Shareholder ina
Dollar amount calculated by reference to the exchange rate in effect the day the Pesos are received by the CPO
trustee or successor thereof whether or not they are converted into Dollars on that day. Generally, any gain or loss
resulting from currency exchange fluctuations during the period from the date the dividend payment isincludiblein
income to the date such payment is converted into U.S. Dollars will be treated as ordinary income or loss. Such gain
or losswill generally be income from sources within the United States for foreign tax credit limitation purposes.

Dividend incomeis generally taxed as ordinary income. However, amaximum United States federal
income tax rate of 15 percent will apply to “qualified dividend income” received by U.S. Shareholders that are
individuals (as well as certain trusts and estates) in taxable years beginning before January 1, 2011, provided that
certain holding period requirements are met. “Qualified dividend income” includes dividends paid on shares of
“qualified foreign corporations” if, among other things: (i) the shares of the foreign corporation are readily tradable
on an established securities market in the United States; or (ii) the foreign corporation is eligible with respect to
substantially all of itsincome for the benefits of a comprehensive income tax treaty with the United States which
contains an exchange of information program.

We believe that we are a “qualified foreign corporation” because (i) the ADSs trade on the New Y ork
Stock Exchange and (ii) we are eligible for the benefits of the comprehensive income tax treaty between Mexico and
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the United States which includes an exchange of information program. Accordingly, we believe that any dividends
we pay should constitute “qualified dividend income” for United States federal income tax purposes. There can be
no assurance, however, that we will continue to be considered a “qualified foreign corporation” and that our
dividends will continue to be “qualified dividend income.”

Taxation of capital gainson dispostion of CPOs or ADSs

The sale or exchange of CPOs or ADSs will result in therecognition of gain or loss by a U.S. Shareholder
for U.S. federal income tax purposes in an amount equal to the difference between the amount realized and the U.S.
Shareholder’s tax basis therein. That gain or loss recognized by a U.S. Shareholder will be long-term capital gain or
loss if the U.S. Shareholder’s holding period for the CPOs or ADSs exceeds one year at the time of disposition.
Long term capital gain realized by a U.S. Shareholder that isan individual (aswell as certain trusts and estates) upon
the sale or exchange of CPOs or ADSs before the end of ataxable year which begins before January 1, 2011,
generally will be subject to a maximum United States federal income tax rate of 15 percent. The deduction of
capital lossesis subject to limitations. Gain from the sale or exchange of the CPOs or ADSs usually will be treated
as U.S. sourcefor foreign tax credit purposes; losses will generally be allocated against U.S. source income.
Deposits and withdrawals of CPOs by U.S. Shareholdersin exchange for ADSs will not result in the realization of
gain or loss for U.S. federal income tax purposes.

United Sates Backup Withholding and Information Reporting

A U.S. Shareholder may, under certain circumstances, be subject to information reporting with respect to
some paymentsto that U.S. Shareholder such as dividends or the proceeds of a sale or other disposition of the CPOs
or ADSs. Backup withholding at a 28 percent rate al so may apply to amounts paid to such holder unless such holder
(i) isa corporation or comes within certain exempt categories, and demonstrates this fact when so required, or (ii)
provides a correct taxpayer identification number and otherwise complies with applicable requirements of the
backup withholding rules. Backup withholding isnot an additional tax. Amountswithheld as backup withholding
may be creditable against the U.S. Shareholder’s federal income tax liability, and the U.S. Shareholder may obtain a
refund of any excess amounts withheld under the backup withholding rules by filing the appropriate claim for refund
with the Internal Revenue Service and furnishing any required information.

Documents on Display

We are subject to the informational requirements of the Securities Exchange Act of 1934 and, in
accordance with these requirements, filereports and information statements and other information with the
Securities and Exchange Commission. These reports and information statements and other information filed by us
with the Securities and Exchange Commission can be ingpected and copied at the Public Reference Section of the
Securities and Exchange Commission at Room 1024, Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C.
20549.

Item 11 - Quantitative and Qualitative Disclosur es About Market Risk

See Item 5— “Operating and Financial Review and Prospects — Derivatives and Other Hedging
Instruments.”

Item 12 - Description of Securities Other than Equity Securities

Not applicable.
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PART II

Item 13 - Defaults, Dividend Arrear ages and Ddinguencies

None.

Iltem 14 - Material Modifications to the Rights of Security Holder s and Use of Pr oceeds

None.

Item 15 - Controls and Procedures

CEMEX, SA.deC.V.

Disclosure Controls and Procedures. The Chief Executive Officer and Executive Vice President of
Planning and Finance of CEMEX, S.A. de C.V. (“CEMEX”) have evaluated the effectiveness of CEMEX’s
disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(€) under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”)) as of December 31, 2005. Based on such eval uation,
such officers have concluded that CEMEX’s disclosure controls and procedures are effective as of December 31,
2005.

Internal Control Over Financial Reporting. There were no changes in CEMEX’s internal control over
financial reporting (as such term is defined in Rules 13a-15(f) or 15d-15(f) under the Exchange Act) during fiscal
2005 that have materially affected, or are reasonably likely to materially affect, CEMEX’s internal control over
financial reporting.

CEMEX México, SA. deC.V.

Disclosure Controls and Procedures. The Chief Executive Officer and Executive Vice President of
Planning and Finance of CEMEX México, S.A. de C.V. (“CEMEX Mexico”) have evaluated the effectiveness of
CEMEX Mexico’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(€)
under the Exchange Act) as of December 31, 2005. Based on such evaluation, such officers have concluded that
CEMEX Mexico’s disclosure controls and procedures are effective as of December 31, 2005.

Internal Control Over Financial Reporting. There were no changesin CEMEX Mexico’s internal control
over financial reporting (as such term isdefined in Rules 13a-15(f) or 15d-15(f) under the Exchange Act) during
fiscal 2005 that have materially affected, or are reasonably likely to materially affect, CEMEX Mexico’s internal
control over financial reporting.

Empresas Tolteca de México, SA. deC.V.

Disclosure Controls and Procedures. The Chief Executive Officer and Executive Vice President of
Planning and Finance of Empresas Tolteca de México, S.A. de C.V. (“Empresas Tolteca”) have evaluated the
effectiveness of Empresas Tolteca’s disclosure controls and procedures (as such term is defined in Rules 13a-15(€)
and 15d-15(e) under the Exchange Act) as of December 31, 2005. Based on such evaluation, such officers have
concluded that Empresas Tolteca’s disclosure controls and procedures are effective as of December 31, 2005.

Internal Control Over Financial Reporting. There were no changes in Empresas Tolteca’s internal control
over financial reporting (as such term isdefined in Rules 13a-15(f) or 15d-15(f) under the Exchange Act) during
fiscal 2005 that have materially affected, or are reasonably likely to materially affect, Empresas Tolteca’s internal
control over financial reporting.
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Item 16A - Audit Committee Financial Expert

Our board of directors has determined that it has an “audit committee financial expert” (as defined in Item
16A of Form 20-F) serving on its audit committee. Mr. José Manuel Rincon Gallardo meets therequisite
qualifications.

Item 16B - Code of Ethics

We have adopted a written code of ethicsthat appliesto all our senior executives, including our principal
executive officer, principal financial officer and principal accounting officer.

Y ou may request a copy of our code of ethics, at no cost, by writing to or telephoning us as follows:

CEMEX, SA.deC.V.

Av. Ricardo Margéin Zozaya #325
Colonia Valle del Campestre

Garza Garcia, Nuevo Ledn, México 66265.
Attn: Luis Herndndez or Javier Amaya
Telephone: (011-5281) 8888-8888

Item 16C - Principal Accountant Fees and Services

Audit Fees:. KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide charged us
approximately Ps126.7 million in fiscal year 2005 in connection with the professional services rendered for the audit
of our annual financial statements and services normally provided by them relating to statutory and regulatory
filings or engagements. In fiscal year 2004, KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide
billed us approximately Ps46.3 million for these services.

Audit-Related Fees: KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide billed us
approximately Ps5.1 million in fiscal year 2005 for assurance and related services reasonably related to the
performance of our audit. In fiscal year 2004, KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide
charged us approximately Ps4.6 million for audit-related services. These fees relate mainly to technical accounting
support and guidance provided by KPMG in connection with theimplementation of newly issued accounting
standards.

Tax Fees:. KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide charged us approximately
Ps28.9 million in fiscal year 2005 for tax compliance, tax advice and tax planning. KPMG Cérdenas Dosal, S.C. in
Mexico and KPMG firms worldwide billed us approximately Ps33.5 million for tax-related servicesin fiscal year
2004.

All Other Fees: KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide billed us Ps1.2
million in fiscal year 2005 for products and services other than those comprising audit fees, audit-related fees and
tax fees. In fiscal year 2004, KPMG Cérdenas Dosal, S.C. in Mexico and KPMG firms worldwide charged us
Ps13.6 million for products and services in this category. These feesrelate mainly to services provided by KPMG to
us with respect to our due diligence activities around the world.

Audit Committee Pre-approval Paliciesand Procedures

Our audit committee isresponsible, among other things, for the appointment, compensation and oversight
of our external auditors. To assure the independence of our independent auditors, our audit committee pre-approves
annually a catal og of specific audit and non-audit services in the categories Audit Services, Audit-Related Services,
Tax-Related Services, and Other Services that may be performed by our auditors, aswell as the budgeted fee levels
for each of these categories. All other permitted services must receive a specific approval from our audit committee.
Our external auditor periodically provides areport to our audit committee in order for our audit committee to review
the servicesthat our external auditor is providing, as well as the status and cost of those services.
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During 2005, none of the services provided to us by our external auditors were approved by our audit
committee pursuant to the de minimis exception to the pre-approval requirement provided by paragraph (c)(7)(i)(C)
of Rule 2-01 of Regulation S-X.

Item 16D - Exemptionsfrom the Listing Standardsfor Audit Committees

Not applicable.

Item 16E - Purchases of Equity Securities by the I ssuer and Affiliated Purchasers

In connection with our 2004 annual shareholders’ meeting held on April 28, 2005, our shareholders
approved a stock repurchase program in an amount of up to Ps6 billion (approximately U.S.$565 million) to be
implemented between April 2005 and April 2006. Although this program was in place, during 2005 neither we nor
any of our subsidiaries purchased any of our shares. This program expired in April 2006 and no shares were
repurchased under this program.

In connection with our 2005 annual shareholders’ meeting held on April 27, 2006, our shareholders
approved a stock repurchase program in an amount of up to Ps6 billion (approximately U.S.$545 million) to be
implemented between April 2006 and April 2007. As of the date of this annual report, no shares were repurchased
under this program.
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PART I

Item 17 - Financial Statements

Not applicable.

Item 18 - Financial Statements

See pages F-1 through F-74, incorporated herein by reference.

Item 19 - Exhibits

11
21
22

2.3
24

25

2.6

2.7
4.1

4.2

4.3

4.4

4.5

4.6

Amended and Restated By-laws of CEMEX, SA. deC.V. (a)

Form of Trust Agreement between CEMEX, S.A. de C.V., asfounder of the trust, and Banco Nacional de
México, S.A. regarding the CPOs. (b)

Amendment Agreement, dated as of November 21, 2002, amending the Trust Agreement between
CEMEX, SA. deC.V., asfounder of the trust, and Banco Nacional de México, S.A. regarding the CPOs.
(©)

Form of CPO Certificate. (b)

Form of Second Amended and Restated Deposit Agreement (A and B share CPOs), dated as of August 10,
1999, among CEMEX, SA. de C.V., Citibank, N.A. and holders and beneficial owners of American
Depositary Shares. (b)

Form of American Depositary Receipt (included in Exhibit 2.4) evidencing American Depositary Shares.
(b)

Form of Certificate for shares of Series A Common Stock of CEMEX, SA. deC.V. (b)

Form of Certificate for shares of Series B Common Stock of CEMEX, SA. deC.V. (b)

Note Purchase Agreement dated June 23, 2003, by and among CEMEX Espafia Finance, LLC, asissuer,
CEMEX Esparia, Sandworth Plaza Holding B.V., Cemex Caracas Investments B.V., Cemex Caracas |
Investments B.V., Cemex Manila Investments B.V. and Cemex Egyptian Investments B.V ., as guarantors,
and several ingtitutional purchasers named therein, in connection with the issuance by CEMEX Espafia
Finance, LLC of U.S.$103 million aggregate principal amount of Senior Notes due 2010, U.S.$96 million
aggregate principal amount of Senior Notes due 2013, U.S.$201 million aggregate principal anount of
Senior Notes due 2015. (d)

$1,150,000,000 Term Loan Agreement, dated October 15, 2003, by and anong New Sunward Holding
B.V. asborrower, CEMEX, SA. deC.V., CEMEX Mexico, SA. de C.V. and Empresas Toltecade
Mexico, S.A. de C.V. as guarantors, and the several lenders named therein. (d)

Term and Revolving Facilities Agreement, dated as of March 30, 2004, by and among CEMEX Esparia, as
borrower, Sandworth Plaza Holding B.V., Cemex Caracas Investments B.V., Cemex Caracas||
Investments B.V., Cemex Manila Investments B.V. and Cemex Egyptian Investments, B.V., as guarantors,
Banco Bilbao Vizcaya Argentaria, S.A. and Société Générale, as mandated lead arrangers, and the several
banks and other financial institutions named therein, as lenders, for an aggregate amount of €250,000,000
and ¥19,308,000,000. (d)

€250,000,000, ¥19,308,000,000 Term and Revolving Facilities Agreement, dated March 30, 2004, for
CEMEX ESPANA, S.A., as Borrower, CEMEX Caracas Investments B.V., CEMEX Caracas||
Investments B.V., CEMEX Egyptian Investments B.V., CEMEX ManilaInvestments B.V. and Sandworth
Plaza Holding B.V., as Guarantors, arranged by Banco Bilbao Vizcaya Argentaria, S.A. and Société
Générale, SA., with Banco Bilbao Vizcaya Argentaria, S.A. acting as Agent. (d)

CEMEX Esparia Finance LLC Note Purchase Agreement, dated as of April 15, 2004 for ¥4,980,600,000
1.79% Senior Notes, Series 2004, Tranche 1, due 2010 and ¥6,087,400,000 1.99% Senior Notes, Series
2004, Tranche 2, due 2011. (e)

U.S.$800,000,000 Credit Agreement, dated as of June 23, 2004, anong CEMEX, SA.deC.V., as
Borrower and CEMEX Mexico, S.A. de C.V. and Empresas Tolteca de México, SA. deC.V., as
Guarantors and Barclays Bank PLC as Issuing Bank and Documentation Agent and ING Bank N.V. as
Issuing Bank and Barclays Capital, the Investment Banking division of Barclays Bank Plc as Joint
Bookrunner and ING Capital LLC as Joint Bookrunner and Administrative Agent. (€)
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4.7

4.8

4.9

4.10

4.11

4111

4.12

4.13

4.14

4.15

4.16

4.17

4.17.1

4.18

U.S.$1,250,000,000 Term and Revolving Facilities Agreement, dated September 24, 2004 for New
Sunward Holding B.V., as Borrower, CEMEX, SA. deC.V., CEMEX México, SA. de C.V. and Empresas
ToltecaDe México, S.A. deC.V., as Guarantors, arranged by Citigroup Global Markets Limited and
Goldman Sachs International, with Citibank International PLC acting as Agent. (€)

U.S.$3,800,000,000 Term and Revolving Facilities Agreement, dated September 24, 2004 for CEMEX
Esparia, S.A., asBorrower, CEMEX Espafia, S.A., CEMEX Caracas Investments B.V., Cemex Caracas |
Investments B.V., Cemex Egyptian Investments B.V., CEMEX ManilaInvestments B.V., CEMEX
American Holdings B.V ., as Guarantors, arranged by Citigroup Global Markets Limited and Goldman
Sachs Internationa with Citibank International PLC acting as Agent. (€)

Implementation Agreement, dated September 27, 2004, by and between CEMEX UK Limited and RMC
Group p.l.c. (¢

Scheme of Arrangement, dated October 25, 2004, pursuant to which CEMEX UK Limited acquired the
outstanding shares of RMC Group p.l.c. (€)

Asset Purchase Agreement by and between CEMEX, Inc. and Votorantim Participacdes S.A., dated as of
February 4, 2005. (e)

Amendment No. 1 to Asset Purchase Agreement, dated as of March 31, 2005, by and between CEMEX,
Inc. and Votorantim Participagtes S.A. (€)

£1,000,000,000 Amended and Restated Term and Revolving Credit Agreement, dated March 16, 2005, by
and among RMC Group Limited, CEMEX Espafia, S.A., Cemex Caracas Investments B.V., Cemex
Caracas || Investments B.V., Cemex Egyptian Investments B.V., Cemex Manila Investments B.V., Cemex
American Holdings B.V. and Cemex Shipping B.V ., as Original Guarantors, RMC Group Limited, as
Original Borrower, Banc of America Securities Limited, BNP Paribas, HSBC Investment Bank plc, the
Royal Bank of Scotland plc, West LB AG, London Branch, as Mandated Lead Arrangers and the Royal
Bank of Scotland plc, as Agent. (€)

U.S.$1,000,000,000 Term Credit Agreement, dated as of April 5, 2005, anong CEMEX, SA.deC.V., as
Borrower, CEMEX México, SA. de C.V., as Guarantor, Empresas Tolteca de México, SA.deC.V., as
Guarantor, Barclays Bank PLC, as Administrative Agent, Barclays Capital, the Investment Banking
Division of Barclays Bank PLC, as Joint Lead Arranger and Joint Bookrunner, Citigroup Global Markets
Inc., as Documentation Agent, Joint Lead Arranger and Joint Bookrunner, Barclays Bank PLC, Citibank,
N.A., and Citibank, N.A., Nassau, Bahamas Branch as Lenders. (€)

U.S.$1,200,000,000 Term Credit Agreement, dated as of May 31, 2005, anong CEMEX, SA. deC.V., as
Borrower, CEMEX México, SA. de C.V., as Guarantor, Empresas Tolteca de México, SA.deC.V., as
Guarantor, Barclays Bank PLC, as Administrative Agent, Barclays Capital, the Investment Banking
Division of Barclays Bank PLC, as Joint Lead Arranger and Joint Bookrunner, and Citigroup Global
Markets Inc., as Documentation Agent, Joint Lead Arranger and Joint Bookrunner. (f)

U.S.$700,000,000 Term and Revolving Facilities Agreement, dated June 27, 2005, for New Sunward
Holding B.V., as Borrower, CEMEX, SA. de C.V., CEMEX México, S.A. de C.V. and Empresas Tolteca
De México, SA. deC.V., as Guarantors, arranged by Banco Bilbao Vizcaya Argentaria, S.A., BNP Paribas
and Citigroup Global Markets Limited, as Mandated Lead Arrangers and Joint Bookrunners, the several
financial ingitutions named therein, as Lenders, and Citibank, N.A., as Agent. (f)

Note Purchase Agreement, dated as of June 13, 2005, among CEMEX Espafia Finance LLC, asissuer,
CEMEX Esparfia, Cemex Caracas Investments B.V., Cemex Caracas || InvestmentsB.V., Cemex Manila
Investments B.V., Cemex Egyptian Investments B.V., Cemex American Holdings B.V. and Cemex
Shipping B.V ., as guarantors, and several ingtitutiona purchasers, relating to the private placement by
CEMEX Espafia Finance, LLC of U.S.$133,000,000 aggregate principal amount of 5.18% Senior Notes
due 2010, and U.S.$192,000,000 aggregate principal amount of 5.62% Senior Notes due 2015. (f)
Amended and Restated Limited Liability Company Agreement of CEMEX Southeast LLC, dated as of July
1, 2005, among CEMEX Southeast LLC, CEMEX Southeast Holdings, LLC, Ready Mix USA, Inc. and
CEMEX, Inc. (f)

Amendment No. 1 to Amended and Restated Limited Liability Company Agreement of CEMEX Southeast
LLC, dated as of September 1, 2005, among CEMEX Southeast LLC, CEMEX Southeast Holdings, LLC,
Ready Mix USA, Inc. and CEMEX, Inc. (f)

Limited Liability Company Agreement of Ready Mix USA, LLC, dated as of July 1, 2005, among Ready
Mix USA, LLC, CEMEX Southeast Holdings, LLC, Ready Mix USA, Inc. and CEMEX, Inc. (f)
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4.18.1

4.19
4.20
4.21

8.1
121

12.2
12.3
124
125
12.6
131
13.2

133

14.1

Amendment No. 1 to Limited Liability Company Agreement of Ready Mix USA, LLC, dated as of
September 1, 2005, among Ready Mix USA, LLC, CEMEX Southeast Holdings, LLC, Ready Mix USA,
Inc. and CEMEX, Inc. (f)

Asset and Capital Contribution Agreement, dated as of July 1, 2005, among Ready Mix USA, Inc.,
CEMEX Southeast Holdings, LLC, and CEMEX Southeast LLC. (f)

Asset and Capital Contribution Agreement, dated as of July 1, 2005, among Ready Mix USA, Inc.,
CEMEX Southeast Holdings, LLC, and Ready Mix USA, LLC. (f)

Asset Purchase Agreement, dated as of September 1, 2005, between Ready Mix USA, LLC and RMC Mid-
Atlantic, LLC. (f)

List of subsidiaries of CEMEX, S.A. deC.V. (f)

Certification of the Principal Executive Officer of CEMEX, S.A. de C.V. pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002. (f)

Certification of the Principal Financid Officer of CEMEX, SA. de C.V. pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002. (f)

Certification of the Principal Executive Officer of CEMEX México, S.A. de C.V. pursuant to Section 302
of the Sarbanes-Oxley Act of 2002. (f)

Certification of the Principal Financia Officer of CEMEX México, S.A. de C.V. pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002. (f)

Certification of the Principal Executive Officer of Empresas Tolteca de México, S.A. de C.V. pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002. (f)

Certification of the Principal Financial Officer of Empresas Tolteca de México, S.A. de C.V. pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002. (f)

Certification of the Principal Executive and Financial Officers of CEMEX, S.A. de C.V. pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. (f)
Certification of Principa Executive and Financia Officers of CEMEX México, SA. de C.V. pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. (f)
Certification of Principa Executive and Financia Officers of Empresas Tolteca de México, S.A. deC.V.
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
(f)

Consent of KPMG Cérdenas Dosal, S.C. to the incorporation by reference into the effective registration
statements of CEMEX, S.A. de C.V. under the Securities Act of 1933 of their report with respect to the
consolidated financial statements of CEMEX, S.A. de C.V., which appearsin this Annual Report on Form
20-F. ()

(@ Incorporated by reference to Post-Effective Amendment No. 4 to the Registration Statement on Form F-3 of CEMEX, S.A. deC.V.
(Regigtration No. 333-11382), filed with the Securities and Exchange Commission on August 27, 2003.

(b) Incorporated by reference to the Registration Statement on Form F-4 of CEMEX, S.A. de C.V. (Registration No. 333-10682), filed with the
Securities and Exchange Commission on August 10, 1999.

(¢) Incorporated by reference to the 2002 annual report on Form 20-F of CEMEX, S.A. de C.V. filed with the Securities and Exchange
Commission on April 8, 2003.

(d) Incorporated by reference to the 2003 annual report on Form 20-F of CEMEX, S.A. de C.V. filed with the Securities and Exchange
Commission on May 11, 2004.

() Incorporated by reference to the 2004 annual report on Form 20-F of CEMEX, S.A. de C.V. filed with the Securities and Exchange
Commission on May 27, 2005.

(f)  Filed herewith.
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SIGNATURES

CEMEX, SA. de C.V. hereby certifiesthat it meets all of therequirementsfor filing on Form 20-F and that it
has duly caused and authorized the undersigned to sign this annual report on its behalf.

CEMEX, SA.deC.V.

By: _ /9 Lorenzo H. Zambrano
Name: Lorenzo H. Zambrano
Title: Chief Executive Officer

Date: June 7, 2006



SIGNATURES

CEMEX México, SA. de C.V. hereby certifiesthat it meetsall of the requirementsfor filing on Form 20-F and
that it has duly caused and authorized the undersigned to sign this annual report on its behalf.

CEMEX México, SA. deC.V.

By: _ /9 Lorenzo H. Zambrano
Name: Lorenzo H. Zambrano
Title: Chief Executive Officer

Date: June 7, 2006



SIGNATURES

Empresas Tolteca de México, SA. de C.V. hereby certifies that it meets all of the requirements for filing on
Form 20-F and that it has duly caused and authorized the undersigned to sign this annual report on its behalf.

Empresas Tolteca de México, S.A. de C.V.

By: _ /9 Lorenzo H. Zambrano
Name: Lorenzo H. Zambrano
Title: Chief Executive Officer

Date: June 7, 2006
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
CEMEX, SA.deC.V.:

We have audited the consolidated balance sheets of CEMEX, S.A. de C.V. and subsidiaries as of December 31, 2004 and
2005, and the related consolidated statements of income, changes in stockholders equity and changes in financial position
for each of the years ended December 31, 2003, 2004 and 2005. These financid statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States) and with auditing standards generally accepted in Mexico. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the financial statements are free of material misstatements and are
prepared in accordance with accounting principles generally accepted in Mexico. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financia
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, based upon our audits, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of CEMEX, S.A. de C.V. and subsidiaries at December 31, 2004 and 2005, and the
consolidated results of their operations, the changesin their stockholders' equity and the changesin their financial position
for each of the years ended December 31, 2003, 2004 and 2005, in accordance with accounting principles generally
accepted in Mexico.

Accounting principles generally accepted in Mexico vary in certain significant respects from accounting principles
generally accepted in the United States of America. Application of accounting principles generally accepted in the United
States of America would have affected results of operations for each of the years ended December 31, 2003, 2004 and
2005, and stockholders’ equity as of December 31, 2004 and 2005, to the extent summarized in note 25 to the consolidated
financial statements.

KPMG Cérdenas Dosal, S.C.

/s/ Leandro Castillo Parada

Monterrey, N.L., Mexico
January 27, 2006, except for note 25,
which isas of May 25, 2006



CEMEX, SA.DE C.V. AND SUBSIDIARIES

Consolidated Balance Sheets

(Millions of constant M exican pesos as of December 31, 2005 and Dollar s)

Assets Note
Current Assts
Cash and iINVESIMENES.......cueeiiiiciieciee et 4
Trade accounts receivable less alowance for doubtful 5
Other accounts receivable...........cccccveecieiiiiccieccee e, 6
INVENEOTTES ...ttt e, 7
Other CUITENt 8SSELS ......veeciieeciie ettt 8
Total current assets
Investments and Noncurrent Receivables 9
Investments in affiliated companies..........coocveevieervecnieenee,
Other noncurrent accounts receivable............cocceeeeeceeineenn,
Total investments and noncurrent receivables................
Properties, Machinery and Equipment 10
Land and buildingS ......ccoooviieniiereee e,
Machinery and eqUIPMENT ......ccvevrriereeiereee e,
Accumulated depreciation ...........ceevcveeereereeee e,
CONSLrUCLON iN PrOGrESS .....veveeereeeseeeseeeeesreeseeeeesseeneeaeenens
Net properties, machinery and equipment ...........c.c........
Intangible Assets and Deferred Charges......cooccvveevveeeneeeneen, 11
TOtal ASSES.....uiiiiieciie ettt ettt

Liabilities and Stockholders’ Equity

Current Liabilities
BanK 108NS ......c.oouiiiiiiiiiiicie e 12
NOLES PAYADI ... 12
Current maturities of long-term debt ..., 12
Trade accounts payable...........ccevveieieeneene e,

Other accounts payable and accrued eXpenses...........ccceeveue. 13
Total current [iabilities ........ccooveeeiiiieeeeeeee,
Long-Term Debt 12

BanK 108NS ......c.coviiiiiiiiiceeeeee e
NOLES PAYADIE ... e
Current maturities of long-term debt ........ccooeeveviiiiiienvicnn
Total long-term debt ........cooovvieirieeree e,
Other Noncurrent Liabilities
Pension and other postretirement benefits...........ccccooeieinn, 14
Deferred iNCOME taXES ......ccuvrueeirieiieieieee e 18B
Other noncurrent liabilities..........ooerererenereeeeeeee, 13
Total other noncurrent ligbilities ..........ccoceveieiieieennnn,
Total Liabilities......ccooeieieieieeeee e,
Stockholders’ Equity 15
Mg ority interest:
Common stock-historical cost basis.........c.ccceveieiieiieenns,
Common stock-accumulated inflation adjustments ............
Additional paid-in capita .........ccooeviirrienniee e,
Deficit in equity restafement ........c.cccvveerveinseeneeree s,
Cumulativeinitial deferred income tax effects.................... 3sS
Retained €AMINGS .....ccoiveereee e,
NELINCOME ...
Total Mority iNtEreSt ....covveeeveer e,
Y ETaTo AT 011 = SR
Total stockholders’ equity .........cccccvrcerriieiireneeeieen,
Total Liabilities and Stockholders’ Equity .................

See accompanying notes to consolidated financial statements.

Y ear s ended December 31,

Ps

Ps

Ps

Ps

2004 2005
3,657 6,387
4,572 16,914
4,857 8,236
6,758 11,015
1,006 1,697

20,850 44,249
15,973 8,023
3,732 7,635
19,705 16,558
52,932 88,560
149,010 181,340
(102,668) (110,126)
3,429 5,281
102,703 165,055
42,426 58,366
185,684 284,228
4,826 6,001
307 651
6,018 5,995
5,720 14,466
8,002 16,575
25,773 43,688
29,060 60,474
29,165 33,527
(6,018) (5,995)
52,207 88,006
630 6,390
12,302 25,889
6,960 10,298
19,892 42,577
97,872 174,271
62 64
3735 3,735
42,580 47,133
(73,900) (75,329)
(5,850) (5,850)
103,065 112,166
13,965 22,425
83,657 104,344
4,155 5,613
87,812 109,957
185,684 284,228

F-3

Uu.ss$

US$

U.ss$

US$

(unaudited)

2005
(Note 3A)

601
1,593
776
1,037
160
4,167

840
719
1,559

8,339
17,076
(10,370)
497
15,542
5,496
26,764

———

565
61
565
1,362
1,561

4,114

5,694
3,157

564
8,287

602
2,438
969

4,009

16,410

351
4,438
(7,093)
(551)
10,562
2,112
9,825
529
10,354
26,764

—



CEMEX, SA.DE C.V. AND SUBSIDIARIES

Consolidated Statements of Income
(Millions of constant M exican pesos as of December 31, 2005, except for earnings per share)

Y ear sended December 31, (unaudited)
2005
Note 2003 2004 2005 (Note 3A)
NEE SISttt nne Ps 82045 87,062 162,709 U.S$ 15,321
COSt Of SABS ...ttt (47,296)  (48,997) (98,460) (9,271)
GrOSSPrOfT ceeeeeiieisiesiesierie st 34,749 38,065 64,249 6,050
Operating expenses:
AdMINISITELIVE ...t (9,094) (8,847) (15,276) (1,438)
SEIIING s (8,990) (9435 (22,564) (2,125)
Total Operating EXPENSES.........cevvereereereeree e e eee e nee e (18,084) (18,282) (37,840) (3,563)
Operating INCOME .......coiiiiiiirereresesee e 16,665 19,783 26,409 2,487
Comprehensive financing result:
Financial EXPeENnSe........ccooverriieriere e (43590 (3977) (5,588) (526)
FiNanCial iNCOME.......c..oiiiiririeresiesese e 191 250 417 39
Results from valuation and liquidation of financia
TNSETUMENES <.t e e e e e e eeeae e e e (682) 1,280 4,101 386
Foreign exchange result, NEt .........ccooeevvere e (1,965) (252) (837) (79)
Monetary position reSUltS...........ccevvieereernseseese e 3,752 4,123 4,507 425
Net comprehensive financing result...........ccocevvvevvecennen. (3,063) 1,424 2,600 245
Other EXPENSE, NEL ... 3V (52300 (5169 (3372 (318)
Income before income taxes, employees’ statutory profit
sharing and equity inincome of affiliates.............c.ccocevenne. 8,372 16,038 25,637 2,414
Income tax and business assetS tax, NEt........ccccveverereneneneneneens 18 (1,026) (1,960) (3,564) (336)
Employees’ statutory profit Sharing ..........cccocevvrveenivenieniesieenennns 18 (195) (317) 9 1
Total income tax, business assets tax and employees’
statutory profit Sharing........ccveeeereereneereee e (1,221) (2,277) (3,555 (335
Income before equity in income of affiliates............ccovenee..e 7,151 13,761 22,082 2,079
Equity inincome of affiliates.........cccveverienrieseee e 398 428 928 88
Consolidated Net INCOME ........coiiirerininerere e 7,549 14,189 23,010 2,167
Minority interest NEt iNCOME..........ccoovvirininininineresesenins 348 224 585 55
Majority interest Net iINCOME..........cccovvirinenenenineneseseniens Ps 7,201 13,965 22,425 U.S$ 2,112
BasiC €arNiNgS PEr SNAre.......coovvererierenenenieniesiesie s 3A and 21Ps 0.76 1.40 216 USS$ 0.20
Diluted €arnNings Per SNare.........ooeveveeveeeeveeeeeereeeeseeseeee s, 3A and 21Ps 0.74 1.39 215 U.S$ 0.20

See accompanying notes to consolidated financial statements.



CEMEX, SA.DE C.V. AND SUBSIDIARIES

Statements of Changes in Stockholders’ Equity
(Millions of constant M exican pesos as of December 31, 2005)

Cumulative Total
Additional Deficit in initial deferred Total stockholders’
Common paid-in equity income tax Retained majority Minority equity
Note Stock capital restatement effects ear nings inter est inter est
Balances at December 31, 2002.........ccceevererreeneeennenens Ps 3,790 34,837 (69,700) (5,850) 104,044 67,121 14,102 81,223
Dividends (Ps0.41 pesos per Share) .......c.occvveereveeenenns 15A 4 4,013 - - (4,038) (21 - (21
Issuance of COMMON SLOCK .......ccveeereeenereersieeneeeeeneens 16 - 47 - - - 47 - 47
Share repurchase Program...........ceeeveeereeneseeseenennnens 15A - 420 - - - 420 - 420
Restatement of investments and other transactions _ _ _ _ _ _ (8,358) (8,358)
relating to minority interest........ccooovevveeeseene e
Investment by subsidiaries............ccoovevieienienieenns 9 - - (2,952 - - (2,952 - (2,952
Comprehensive net income (10SS) ........cevveeevieeneenennnnn 15G - - (424) - 7,201 6,777 348 7,125
Balances at December 31, 2003........cccovveveereeneeenniens 3,7% 39,317 (73,076) (5,850) 107,207 71,392 6,092 77,484
Dividends (Ps0.39 pesos per Share) .......coccvveerveeenenns 15A 3 4,279 - - (4,142 140 - 140
Issuance of COMMON SLOCK .......ccvererrieereeerseeneeeenneeans 16 - 69 - - - 69 - 69
Liquidation of optional instruments...........ccccceeeveeeeneenns 15F - (1,085) - - - (1,085) - (1,085)
GG (o MOy ISR s - - - - - - (161 (2161
Investment by subsdiaries..........coocvvveniicnnienieee 9 - - (3,372 - - (3,372 - (3,372
Comprehensive net income (10SS) ........cevvererieereenennnns 15G - - 2,548 - 13,965 16,513 224 16,737
Balances at December 31, 2004.........cccveveveeneenraennenns 3,797 42,580 (73,900) (5,850) 117,030 83,657 4,155 87,812
Dividends (Ps0.83 pesos per Share) .......coocevverveeeneenns 15A 2 4,535 - - (4,864) (327) - (327)
Issuance of COMMON SLOCK ......ccveerrieereieeesieeneeeeeneens 16 - 18 - - - 18 - 18
Restatgment of.inv.estr.nents and other transactions B B B B B B 874 874
relating to minority interest........ccooveveveeereese e

Investment by subsidiaries...........ccooveviieinnienices 9 - - (7,866) - - (7,866) - (7,866)
Comprehensive net income (10SS) ........cevveeevieereenennnns 15G - - 6,437 - 22,425 28,862 584 29,446
Balances at December 31, 2005.........cccocveveereenreienneeens Ps 3,799 47,133 (75,329) (5,850) 134,591 104,344 5,613 109,957
Balances at December 31, 2005 (unaudited).................. Uss$ 358 4,438 (7,093) (551) 12,673 9,825 529 10,354

See accompanying notes to consolidated financial statements.



CEMEX, SA.DE C.V. AND SUBSIDIARIES

Consolidated Statements of Changesin Financial Position
(Millions of constant M exican pesos as of December 31, 2005)

Y ear s ended December 31, (unaudited)
2005
2003 2004 2005 (Note 3A)
Operating activities
Maority iNtereSt NEL INCOME .....ccvveieeieerieee e Ps 7,201 13,965 22,425 U.S$ 2,112
Adjustments to reconcile to resources provided by operating
activities:
Depreciation of properties, machinery and equipment ................. 6,584 6,407 9,986 940
Amortization of deferred charges and credits, net..........ccccceeeenee. 2,861 2,752 1,605 151
Impairment of properties and intangible assets...........cccoeeveenenne. 1,206 1,505 166 16
Pensions, and cther postretirement benefits.........ccoooveeeviercieen, 471 451 2,001 188
Deferred income taxes charged to resultS........ccoovevveeereenriennns (447) 1,209 814 76
Equity inincome of affiliates.........cccvooerienrieseee e (398) (428) (928) (87)
MiINOMtY INEErESE ...t 348 224 585 55
Resour ces provided by operating activities...........ccccceeene 17,826 26,085 36,654 3,451
Changes in working capital, excluding acquisition effects:
Trade accounts receivable, NEt........ccceevvereiereee e, (644) 706 (462) (43)
Other accounts receivables and other assats.........ccvvvevveeerieenen, 259 (319 (1,372 (129)
INVENEOITES. ...t e e e e e e e e e, 1,562 (145) 1,576 148
Trade accounts Payable..........ccvveereiiereere e, 815 150 1,825 172
Other accounts payable and accrued expenses...........ccocveeeereeeneen. (1,881) (2,666) (1,921) (181)
Net changein working capital .........ccoovveenvecnniere e, 111 (2,274) (354) (33)
Net resour ces provided by operating activities................... 17,937 23,811 36,300 3,418
Financing activities
Proceeds from bank loans (repayments), Net.........cccooceveenveeeneenenn, (3,116) 2,898 8,766 825
Notes payable, net, excluding foreign exchange effect ..................... 1,237 (6,800) 6,051 570
Investment by SUBSIIAries. .......covevvieerieieeseee e, (23) - - -
Liquidation of optional instruments - (1,085) - -
(DAY Te [T o Y o o S (4,038) (4,142) (4,864) (458)
Issuance of common stock from stock dividend elections................. 4,017 4,282 4,537 427
Issuance of common stock under stock option programs.................. 47 69 18 2
Repurchase of preferred stock by subsidiaries.........ccoooveeeivenvinnnn, (7,482 (759) - -
Disposd of shares under repurchase program........c..cceeeeveeeeseenenn, 420 - - -
Other financing aCtivities, NEL ........ccccceriererere e, 3,589 (1,750) (5,571 (524)
Resour ces provided by (used in) financing activities.......... (5,349 (7,287) 8,937 842
I nvestina activities
Properties, machinery and equipment, NEL...........oooeeveeeeeeeeeeecieeeeens. (4,510) (4,637) (8,341) (785)
Acquisition of subsidiaries and affiliates..........cccevevereieneienens (934) (279) (215) (21
Investment in RMC Group P.l.C. ...oov e, - (8,397) (47,080) (4,433)
DiSPOSAl Of BSSELS.....cueveeeieeeeneseeesienesie et eeeieseeneseeeseene e seenesenne e 160 680 6,084 573
MiINOMtY INEErESE.....eeeeeeeeee et ee s (876) (1,402 (155) (15)
Deferred charges (579) 1,488 10,278 968
Other investments and monetary foreign currency effect................... (6,732) (3,757) (3,078) (290)
Resour ces used in investing activities................cocooeevevne.n.. (13471) (16,204) (42,507) (4,003)
Increase (decrease) in cash and investments ...........coccvveenee, (883) 320 2,730 257
Cash and investments a beginning of year...........cccoceevevveenne, 4,220 3,337 3,657 344
Cash and investmentsat end of Year...........cccceevevevennnenn, Ps 3,337 3,657 6,387 Uu.ss$ 601

See accompanying notes to consolidated financial statements.



CEMEX, SA.DE C.V. AND SUBSIDIARIES
Notesto the Financial Statements
As of December 31, 2003, 2004 and 2005
(Millions of constant M exican pesos as of December 31, 2005)

1. DESCRIPTION OF BUSINESS

CEMEX, S.A. de C.V. (CEMEX or the Company) is a Mexican holding company (parent) of entities whose main activities are
oriented to the construction industry, through the production and marketing of cement, ready-mix concrete and aggregates.

2. OUTSTANDING EVENTSIN 2005

e On March 1, 2005, CEMEX completed the acquisition of a 100% equity interest in RMC Group p.l.c. (“RMC”). RMC was
one of the largest European cement producers and one of the largest distributors of ready-mix concrete and aggregates in the
world. The purchase price of the shares, considering the 18.8% equity interest acquired in 2004 for approximaely U.S.$786
million, net from the sale of certain assats, and considering acquisition expenses, amounted to approximately U.S.$4,217
million, not including approximately U.S.$2,249 million of assumed debt (note 9).

e On April 28, 2005, CEMEX stockholders approved a stock split, which became effective on July 1, 2005. In connection with
the stock split, each of CEMEX's series A shares was surrendered in exchange for two new series A shares, and each of
CEMEX's series B shares was surrendered in exchange for two new series B shares. The proportional equity interest of
existing stockholders did not change as aresult of the stock split (note 15).

¢ On October 3, 2005, CEMEX completed a secondary public offering of Ordinary Participation Certificates (“CPOs”) and
American Depositary Shares (“ADSs”), which included the sale of 22,943,340 ADSs (placed in international markets) and
80,500,000 CPOs (placed in the Mexican market). The CPOs and ADSs placed in the offering were owned by financial
institutions, and were the underlying securities in equity forward contracts in the Company’s own stock negotiated by CEMEX
with those ingtitutions. From the offering proceeds of approximately U.S.$1,500 million, after related expenses, approximately
U.S.$1,300 million were used to settle the Company’s obligations under such forward contracts (note 17).

3. SIGNIFICANT ACCOUNTING POLICIES
A) BASISOF PRESENTATION AND DISCLOSURE

The accompanying financial statements have been prepared in accordance with Generally Accepted Accounting
Principles in Mexico (“Mexican GAAP”), which recognize the effects of inflation on the financial information.
When reference is made to “pesos” or “Ps”, it means Mexican pesos. When reference is made to “dollars” or “U.S.$”, it means
millions of dollars of the United States of America (“United States™). All amounts herein are presented in constant pesos and, for
the year 2005 amounts in the financial statements, also in dadllars, the latter being unaudited and presented solely for the
convenience of the reader at the rate of U.S.$1 = Ps10.62, the CEMEX accounting rate on December 31, 2005.

When reference is made to “£” or “pounds”, it means British Sterling Pounds. Except when specific references are made to
“earnings per share” and “prices per share or per instrument”, the amounts in these notes are stated in millions of constant
Mexican pesos as of the latest balance sheet date.

When reference is made to “CPO” or “CPOs” it means the Ordinary Participation Certificates of CEMEX. As a result of the
stock split previously mentioned, each CPO was surrendered in exchange for two new CPOs. Each new CPO represents the
participation in two new series “A” shares and one new series “B” share of the common stock.

References to “ADS” or “ADSs” refer to American Depositary Shares, listed on the New York Stock Exchange (“NYSE”). The
number of CEMEX's outstanding ADSs did not change as a result of the stock split; instead the ratio of CPOs to ADSs was
modified so that each ADS now represents ten new CPOs. All amounts in CPOs, shares and prices per share for 2003 and 2004
included inthe financia statements and their accompanying notes have been adjusted to retroactively reflect the stock split.

Certain amounts reported in the consolidated financial statements and these notes as of December 31, 2003 and 2004 have been
reclassified to conform to the presentation as of December 31, 2005.

B) RESTATEMENT OF COMPARATIVE FINANCIAL STATEMENTS

The restatement factors applied to the consolidated financial statements of prior periods were calculated using the weighted
average inflation and the fluctuation in the exchange rate of each country in which the Company operates relative to the peso.

Weighted average M exican inflation
factor factor
2002 10 20083......ceceeieeeteeteete ittt bbb bbb bbb bbb b bbb are s 1.1049 1.0387
200310 2004.......ccueieieeieeeeie ettt bbb bbb bbb nre s 1.0624 1.0539
2004 10 2005.......ccueieeeeeeteete ettt ettt bbb bbbt b b bbb b e b nre s 0.9590 1.0300

Common stock and additiona paid-in capita are restated by Mexican inflation. The weighted average inflation factor isused for
all other restatement adjustments to stockholders’ equity.

F-7



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

C) PRINCIPLESOF CONSOLIDATION

The consolidated financia statementsinclude those of CEM EX and the subsidiary companies in which the Company holds more than
50% of their common stock and/or has control. All significant balances and transacti ons between related parties have been eliminated
in consolidation.

Financial statements of joint ventures are consolidated through the proportionate consolidation method, based on International
Accounting Standard 31, “Interests in Joint Ventures”. The Company applies full consolidation or the equity method, as applicable,
for those joint ventures in which one of the venture partners controls the entity’s administrative, financial and operating policies.

As of December 31, 2005, the main operating subsidiaries, ordered by holding company, and the percentage of interest directly held
by their immediate holding company, are as follows:

%

Subsidiary Country interest
CEMEX MEXICO, S A. 08 C.V. Luoeoiiieieeieeeieietsi ettt sttt Mexico 100.0
CEMEX ESPANE, SUA. 2.ttt sttt s et st e st e st et e st e b e sbesb e b e abesbesbesbesbesbesbenbeee Spain 99.7
CEMEX VENEZUE D, SA.C.A. ..o et e et e e e e e e e et e e e e e e e eeenaeaeeaaas Venezuela 75.7
CEIMEX,, INC..ceeeeeee ettt e e e e e e e et e e e e e e s e e e e e e e e e eseeaeeaeesesasseennaeesaans United States 100.0
CEMEX (COSta RICA), S/A. .o ieirieeie et eesee st ee st e te e eeeseeaneesseenseaneesseenseeneesseensesneesseens CostaRica 99.1
ASSIUL CEMENE COMPAINY -..vvenereueeseeeeeaeesteeseeeeesseeseeaneesseeseeaneesseesseaseesseesseensesseesseensesseesseanes Egypt 95.8
CEMEX COlOMDIa, SiA. .ot e e e e et e e e e e e e e e e e e e e e e e s e e e eaesssessseeneaaeeaans Colombia 99.7
Cemento BAyan0, S.A. ...ttt ettt et e e et e eneeenbeeebeeaneans Panama 99.3
CEMEX DOMINICANG, S.A ...t e e e et e e e e e e e e e e e e s e e e e e e e s e e seeeseeeneaaeeaans Dominican Republic 99.9
CEMEX de Puerto Rico, Inc. Puerto Rico 100.0
RMC France, SAA.S. ... France 100.0
CEMEX AsiaHoldings Ltd. 3 Singapore 100.0
Solid Cement COMPOration 4.........cceieereeeeeeeseeeeeseeesee e steeseeseesteeneesseesseensesseesseeneesseensesnes Philippines 99.9
APO Cement COMPOaioN 4 ......ccueeiueieeesieeieaeesteeneeaeesteeeeseesseeneesseesseensesseesseensesseesseeneessees Philippines 99.9
CEMEX (Thailand) €. L. .....cceiiiiiiiiiiiiinieiiniesiesie ettt sne e Thailand 100.0
CEMEX UK. LT, 5ottt ettt ete e steenaeemeeseeenseeneenneens United Kingdom 100.0
CEMEX INVESIMENES LIMIted .......coieeieeeeie e United Kingdom 100.0
CEMEX DeUESChIANG, AG. ...ttt e e e e e e e e e e e e e e e e e e e e e e e e eaenneaens Germany 100.0
(O Y 1 U = o oS Austria 100.0
D g o = o= 00 o o Croatia 99.2
CEMEX CzeCh REPUDIIC, S..0. .ieeiieii ettt ee e nee e sneeneeenes Czech Republic 100.0
CEMEX Polska . Z.0.0. eooeevereiriienie e sieenee e Poland 100.0
Danubiusheton BEIONKESZITO KTt. ........ceiierieseee e Hungary 100.0
=01 41Dl = o S Ireland 61.7
CEMEX Holdings (Isradl) Ltd. ....cccccevvevrrreene Israel 100.0
SIA CEMEX ettt ettt ettt ettt h et ettt et e e e et e e aee e beeabeeenteeeneeeaneeenreeennen Latvia 100.0

RMC Topmix LLC, Gulf Quarries Company,

RMC Supermix LLCy Falcon Cement LLC 7 ........ccoovviiiieiiceeeece e United Arab Emirates 100.0

1. CEMEX México, S.A. de C.V. (“CEMEX Mexico”) holds 100% of the shares of Empresas Tolteca de México, S.A. de C.V. (“ETM”) and Centro
Distribuidor de Cemento, S.A. de C.V. (“Cedice”). CEMEX Mexico indirectly holds CEMEX Espafia, S.A. and subsidiaries.

2. CEMEX Espafia, S.A. is the indirect holding company of all CEMEX’s international operations, including those acquired from RMC.

3. In December 2005, the Company acquired an additional 0.9% equity interest in CEMEX Asia Holdings Ltd. (“CAH”) (note 9A). As of December
31, 2005, this acquisition is pending for registration with the Singapore authorities.
4. Represents the Company’s interest, held through CAH, in the economic benefits of these entities.

5. CEMEX U.K. Ltd. istheindirect holding company of the entities that control the operations acquired in 2005 from RMC, except those located in
the United States and France.

6. The Irish subsidiary is a public company, whose main minority shareholder is the Bank of Irdland Nominees Ltd., which owns approximately
14.2% of the subsidiary’s common stock.

7. CEMEX owns 49% of the common stock and obtains 100% of the economic benefits of the operating subsidiaries in that country, through an
agreement with other shareholders.



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

D) BUSINESS COMBINATIONS (notes9 and 23)

Based on Bulletin B-7, “Business Acquisitions”, which is effective for business combinations beginning on January 1, 2005,
CEMEX applies the following accounting guidelines: @) adoption of the purchase method as the sole valuation method for the
accounting of acquired business; b) alocation of the purchase price to al assets acquired and liabilities assumed based on their fair
value as of the acquisition date; ¢) goodwill is not amortized and is subject to periodic impairment evaluations; d) intangible assets
acquired are identified, valued and recognized; and €) the unallocated portion of the purchase price represents goodwill.

E) FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION OF FOREIGN CURRENCY FINANCIAL
STATEMENTS

Transactions denominated in foreign currencies are recorded a the exchange rates prevailing on the dates of their execution.
Monetary assets and liabilities denominated in foreign currencies are adjusted into pesos at the exchange rates prevailing at the
balance sheet date and the resulting foreign exchange fluctuations are recognized in earnings, except for the exchange fluctuations
arising from foreign currency indebtedness directly related to the acquisition of foreign entities and the fluctuations associated with
related parties balances denominated in foreign currency that are of a long-term investment nature, which are recorded against
stockholders’ equity, as part of the foreign currency translation adjustment of foreign subsidiaries.

The financial statements of foreign subsidiaries are restated in their functional currency based on the subsidiary country’s inflation
rate and subsequently translated by using the foreign exchange rate at the end of the reporting period for balance sheet and income
statement accounts. The peso to U.S. dollar exchange rate used by CEMEX is an average of free market rates available to settle its
foreign currency transactions.

F) CASH AND INVESTMENTS (note 4)

Investments in this caption are held for trading purposes. Those investments in fixed-income securities are recorded at cost plus
accrued interest. Investments in marketable securities are recorded at market value. Gains or losses resulting from changes in market
values, accrued interest and the effects of inflation are included in the income statements as part of the Comprehensive Financing
Result.

G) INVENTORIESAND COST OF SALES (note7)

Inventories are recognized at the lower of replacement cost or market value. Replacement cost is based on the latest purchase price,
the average price of the last purchases or production cost. Cost of sales reflects replacement cost of inventories at the time of sale,
expressed in constant pesos as of the balance sheet date.

The Company analyzes its inventory balances to determine if, as a result of internal events, such as physical damage, or externa
events, such as technological changes or market conditions, certain portions of such balances have become obsolete or impaired.
When an impairment situation arises, the inventory balance is adjusted to its net redlizable value, whereas, if an obsolescence
situation occurs, the inventory obsolescence reserve is increased. In both cases, these adjustments are recognized against the results
of the period.

H) INVESTMENTSAND NONCURRENT RECEIVABLES (note 9)

Investments in affiliated companies are accounted for by the equity method, when the Company holds between 10% and 50% of the
issuer’s capital stock, and does not have effective control. Under the equity method, after acquisition, the investment’s original cost is
adjusted for the proportional interest of the holding company in the affiliate’s equity and earnings, considering the effects of
inflation.

Other long-term investments, included under this caption, are recognized at their estimated fair value, and their changes in valuation
areincluded in the results of the period as part of the Comprehensive Financing Result.

1) PROPERTIES MACHINERY AND EQUIPMENT (note 10)

Properties, machinery and equipment (“fixed assets”) are presented at their restated value, using the inflation index of the fixed
assets’ origin country and the variation in the foreign exchange rate between the country of origin currency and the Company’s
functional currency. Depreciation is calculated using the straight-line method over the estimated useful lives. The maximum useful
lives by category of fixed assets are as follows:

Years
Administrative buildings 50
Industrial buildingS.........ccooovieriieir e 35
Machinery and equipment in plant...........cccocevvenennen. 20
Ready-mix trucks and motor vehicles........c..cccoveeneen. 8
Office equIPMENt AN OINEr @SSELS ... .coui et ee et ee e teeeesreeseeeneesreenteeneesreeseenes 10

Properties, machinery and equipment are subject to impairment evaluations (note 3K). The Comprehensive Financing Results arising
from indebtedness incurred during the construction or installation period of fixed assets are capitaized as part of the carrying value
of such assets.



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

J) INTANGIBLE ASSETSAND DEFERRED CHARGES (note 11)

Intangible assets acquired, as well as costs incurred in the development stages of intangible assets, are capitalized when associated
future benefits are identified and the control over such benefits is established. Expenditures not meeting these requirements are
charged to earnings as incurred. Intangible assets are presented at their restated value and are classified as having a definite life,
which are amortized over the benefited periods, and as having an indefinite life, which are not amortized since the period cannot be
accurately established in which the benefits associated with such intangibles will terminate. Amortization of intangible assets of
definitelifeis calculated under the straight-line method.

Intangible assets acquired in a business combination are accounted for at fair value at the acquisition date. When the value cannot be
reasonably estimated, such value is included as part of goodwill, which is not amortized since January 1, 2005 and is subject to
periodic impairment tests (note 3K). Until December 31, 2004, goodwill was amortized under the present worth or sinking fund
method, which was intended to provide a better matching of goodwill amortization with the revenues generated from the acquired
companies. Goodwill generated before 1992 was amortized over amaximum period of 40 years, while goodwill generated from 1992
to 2004 was amortized over a maximum period of 20 years.

Direct costs incurred in debt issuances or borrowings are capitaized and amortized as part of the effective interest rate of each
transaction over its maturity. These costs include discounts, commissions and professiona fees. Direct costs incurred in the
devel opment stage of computer software for internal use are capitalized and amortized through the operating results over the useful
life of the software, which is approximately 4 years.

Preoperational expenses are recognized in the income statement as they are incurred. Those preoperative expenses deferred until
December 31, 2003, in compliance with regulations effective as of that date, continue to be amortized over their origina periods.

K) IMPAIRMENT OF LONG LIVED ASSETS (notes 10 and 11)

The Company evaluates the balances of its machinery and equipment, intangible assets of definite life and other investments to
establish if factors such as the occurrence of a significant adverse event, changes in the operating environment in which the Company
operates, changesin projected use or in technology, as well as expectations of operating results for each cash generating unit, provide
elements indicating that the book value may not be recovered, in which case an impairment loss is recorded in the income statement
for the period when such determination is made, resulting from the excess of the carrying amount over the net present value of
estimated cash flows related to such assets.

Likewise, CEMEX periodically evaluates the balances of goodwill and other intangible assets of indefinite life by determining the
cash flows to be generated by the reporting units to which those assets relate. A reporting unit refers to a group of one or more cash
generating units. Cash flows are discounted at present value, and an impairment loss is recognized if such discounted cash flows are
lower than the net book value of the reporting unit.

L) DERIVATIVE FINANCIAL INSTRUMENTS (notes 12 and 17)

In compliance with the guidelines established by the Risk Committee, CEMEX uses derivative financial instruments, in order to
change the risk profile associated with changes in interest rates and exchange rates of foreign currency denominated debt
instruments, as a vehicle to reduce financing costs (note 12); as an alternative source of financing (note 17), and as hedges of: (i)
forecasted transactions, (ii) net assetsin foreign subsidiaries and (iii) executive stock option programs (note 16).

Derivative financia instruments are recognized as assets or liabilities in the balance sheet a their estimated fair vaue and the
changes in such values are recognized in the income statement for the period in which they occur, unless such instruments have been
designated as accounting hedges of debt or equity instruments. Until December 31, 2004, no specific rules existed in Mexico for
hedging transactions. Beginning January 1, 2005, Bulletin C-10, “Derivative Financial Instruments and Hedging Activities”,
establishes accounting standards for hedging instruments.

Until December 31, 2004, as a result of the absence of specific rules for designated transactions that quaify as hedging activities,
CEMEX applied the following accounting rules, which remained effective in 2005, since they comply with the rules set forth in
Bulletin C-10:

a) Changes in the estimated fair vaue of interest rate swaps to exchange floating rates for fixed rates, designated as accounting
hedges of the variability in the cash flows associated with the interest expense of a portion of the contracted debt, as well as those
instruments negotiated to hedge the interest rates a which certain forecasted debt is expected to be contracted or existing debt is
expected to be renegotiated, are recognized temporarily in stockholders’ equity (note 15G). These effects are reclassified to
earnings, in the case of the forecasted debt, once the related debt is recognized in the balance sheet and its related financia
expense is accrued.

b) Changes in the estimated fair value of foreign currency forwards, designated as hedges of a portion of the Company’s net
investments in foreign subsidiaries, are recognized in stockholders’ equity, offsetting the foreign currency translation result (notes
3E and 15D). The accumulated effect in stockholders’ equity is reversed through the income statement upon disposition of the
foreign investment.

F-10



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

C) Beginning in January 1, 2005, changes in fair value of all forward contracts in the Company’s own shares are recognized in the
income statement as part of the comprehensive financid result. Until December 31, 2004, only the effect of those contracts
designated as hedges for executive stock option programs (note 16) were recognized in the income statement as part of the costs
related to such programs. The results derived from equity forward contracts not designated as hedges of the stock option programs
during 2004 and 2003, and from equity instruments (appreciation warrants) during 2003, were recognized in stockholders’ equity
upon settlement (notes 15F and 17A).

d) Changesin fair value of derivative instruments, such as foreign currency forward contracts or options, negotiated to hedge a firm
commitment are recognized through stockholders’ equity, following the cash flow hedging model, and are reclassfied to the
income statement once the operation underlying the firm commitment takes place, as the effects from the hedged item are
reflected in the income statement. With respect to hedges of the foreign exchange risk associated with a firm commitment for the
acquisition of a net investment in a foreign country (note 17B), the accumulated effect in stockholders’ equity is reclassified to the
income statement when the purchase occurs.

€) Changes in fair value of the following derivative instruments are recognized in the income statement within the valuation and
liquidation of financia instruments: (i) interest rate swaps not designated as cash flow hedges; (ii) derivative instruments for the
exchange of interest rates and currencies (Cross Currency Swaps or “CCS”), negotiated to change the profile of the interest rate
and currency of existing debt; and (iii) other derivative instruments not identified with a particular exposure.

Until December 31, 2004, financia debt related to CCS, was presented in the balance sheet as if it had been negotiated in the
exchanged currencies, through the reclassification to such debt of a portion of the assets or liabilities resulting from the estimated fair
value recognition of such CCS. The non-reclassified portion, resulting mainly from the difference between the forward exchange
rates and those in effect as of the balance sheet date, remained within other assets or other liabilities. Beginning on January 1, 2005,
Bulletin C-10, does not alow the synthetic presentation of two financial instruments, the primary position and the derivative
instrument, as if they were a single instrument; therefore, the reclassification mentioned above was discontinued; consequently,
financial debt related to CCSis presented in the currencies originally negotiated.

Interest accruas generated by interest rate swaps and CCS, are recognized as financid expense, adjusting the effective interest rate of
the related debt. Interest accruals from other hedging derivative instruments are recorded within the same item when the effects of
the primary instrument subject to the hedging relation are recognized. Transaction costs are deferred and amortized in earnings over
thelife of the instrument or immediately upon settlement.

Derivative instruments are negotiated with institutions with significant financial capacity; therefore, the Company considers the risk
of non-performance of the obligations agreed to by such counterparties to be minima . The estimated fair value represents the amount
at which afinancial asset could be bought or sold, or a financial liability could be extinguished, between willing parties in an arm’s
length transaction. Occasionaly, there is a reference market that provides the estimated fair value; in the absence of a market, such
value is determined by the net present value of projected cash flows or through mathematical valuation models. The estimated fair
values of derivative instruments, determined by CEMEX and used for recognition and disclosure purposesin the financid statements
and their notes, are supported by the confirmations of these vaues received from the financia counterparties.

M) ASSET RETIREMENT OBLIGATIONS (note 13)

Beginning in 2003, the Company recognizes unavoidable obligations, legal or assumed, to restore the site or the environment when
removing operating assets at the end of their useful lives. These obligations represent the net present value of expected cash outflows
to be incurred in the restoration process, and are initialy recognized against the related assets’” book value. The additional asset is
depreciated during its remaining useful life. The increase in the liahility, by the passage of time, is charged to results of the period.
Adjustments to the obligation for changes in the estimated cash flows or the estimated disbursement period are made against fixed
assets and depreciation is modified prospectively.

Asset retirement obligations in the case of CEMEX are related mainly to future costs of demalition, cleaning and reforestation,
derived from commitments, both legal or assumed, so that at the end of the operation, the sites where raw material is extracted, the
maritime terminals and other production sites, are left in acceptable condition. For those situations identified and quantified, effective
January 1, 2003, a remediation liability was recorded for approximately Ps515, against fixed assets for Ps372, deferred income tax
assets for Ps56 and an initial cumulative effect for Ps87, which was recorded in stockholders’ equity as an element of comprehensive
net income. Before 2003, CEMEX had already provided accruas for certain situations.

N) CONTINGENCIESAND COMMITMENTS (note 22)

Obligations or losses, related to contingencies, are recognized as liabilities in the balance sheet when present obligations exist, and
when, as a result of past events, it is probable that the effects will materialize and can be reasonably quantified. Otherwise, a
qualitative disclosureisincluded in the notes to the financia statements. The effects of long-term commitments established with third
parties, such as supply contracts formalized with suppliers or clients, are recognized in the financia statements on the incurred or
accrued basis, taking into consideration the substance of the agreements.

Relevant commitments are disclosed in the notes to the financia statements. The Company does not recognize contingent revenues,
income or assets.
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O) PENSIONSAND OTHER POSTRETIREMENT BENEFITS (note 14)

The costs related to benefits to which employees are entitled by pension plans and other postretirement benefits, including medical
expenses, life insurance, severance payments and seniority premiums, legaly or by Company grant, are recognized in the operating
results, as services are rendered, based on actuaria estimations of the benefits’ present value. The amortization of prior service cost
(transition asset) and of changes in assumptions and adjustments based on experience is recognized over the employee’s estimated
active service life. For certain pension plans, irrevocable trust funds have been created to cover future benefit payments.

The actuarial assumptions upon which the Company’s employee benefit liabilities are determined consider the use of real rates
(nomina rates discounted by inflation). Until December 31, 2004, postemployment benefits paid upon termination of the working
relationship but before retirement, such as severance benefits, were recognized as an expense in the year in which they were paid. In
some circumstances, however, provisions were made for these benefits. Starting January 1, 2005, according to Bulletin D-3, “Labor
Obligations”, the costs related to severance benefits are recognized over the estimated active service life of the employees.

P) DEFICIT IN EQUITY RESTATEMENT (note 15)

The deficit in equity restatement includes: (i) the accumulated effect from holding non-monetary assets; (ii) the currency translation
effects from foreign subsidiaries’ financial statements, net of exchange fluctuations arising from foreign currency indebtedness
directly related to the acquisition of foreign subsidiaries and foreign currency related parties baances that are of a long-term
investment nature (notes 3E and 15D); and (iii) valuation and liquidation effects of certain derivative financia instruments that
qualify as hedge instruments, which are recorded temporarily or permanently in stockholders’ equity (note 3L).

Q) COMPREHENSIVE NET INCOME (note 15G)

The Company presents comprehensive net income and its components as a single item in the statement of changes in stockholders’
equity. Comprehensive net income represents the change in stockholders’ equity during a period for transactions and other events not
representing contributions, reductions or distributions of capital.

R) EXECUTIVE STOCK OPTION PROGRAMS (note 16)

Until December 31, 2004, the Company recognized the cost associated with executive stock options programs as part of the cost of
the period, using the intrinsc value method, for those options which, as of the grant date, it was not known the exercise price a
which the underlying shares would be exercised, because such exercise price isincreasing (variable) over the life of the options, and
did not imply the issuance of new shares upon exercise. The intrinsic value method represents the existing appreciation between the
market price of the share and the exercise price established in the option. The Company did not recognize cost for those programsin
which the exercise price was equal to the CPO price at the option’s grant date, remained fixed for the life of the option and implied
the issuance of new shares upon exercise.

Beginning in 2005, under Mexican GAAP, the Company adopted the International Financia Reporting Standard No. 2, “Shared-
based Payment” (“IFRS 2”). Based on IFRS 2, options granted to executives are defined as equity instruments, in which services
received from employees are settled through the delivery of shares; or as liability instruments, in which the Company incurs a
liability by committing to pay, in cash or other instruments, the intrinsic value of the option as of the exercise date. The Company
determined that the options in its fixed program (note 16) are defined as equity instruments, while the other programs (note 16) are
liability instruments. The cost of equity instruments represents their estimated fair value at the date of grant and is recognized in
earnings during the instruments’ vesting period. Liability instruments under IFRS 2 are valued at their estimated fair value at each
reporting date, recognizing the changes in valuation through the income statement. The estimated fair value of options should be
determined using financial option pricing models.

In addition, under IFRS 2, a cost should be recognized for those equity instruments which as of the adoption date have a remaining
vesting period. Regarding the Company’s fixed program, as of the adoption date, the exercise rights were fully vested. In respect to
the liability instruments, CEMEX determined the estimated fair value of the outstanding options in the different programs and
recognized in the income statement an expense of approximately Ps992 (Ps860 after income tax), resulting from the difference
between the estimated fair value of the instruments and the existing accrual related to such programs, which was quantified through
the intrinsic value of the options. This expense was recognized as the initial cumulative effect of changes in accounting standards and
is presented within the results from valuation and liquidation of financial instruments. In accordance with Bulletin A-7,
“Comparability”, the Company did not restate the financial information of prior years in connection with the accounting change
mentioned above.
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Had the Company used the same accounting rules during the years ended December 31, 2003 and 2004, net income as well as basic
net earnings per share would have been as follows:

2003 2004
Mg Ority NEt INCOME AS FEPOMEM .......eiueeiieie ettt ee s et e e ee e e teeneesreesteeeesreeseeeneesneenseeneennean Ps 7,201 Ps 13,965
OPHIONS” AT VAIUC Lu.uviieiiiereiiiesic et r e e nr e n e enn e e e sre e r e ennesreenreenes (454) (363)
Mg Ority NEL INCOME PrO fOMMA. ... evieeeeieeeseeeieseesie e e st este e e eeesee e e seeeseeeneesreesseeneesseesseeneesseenseeneesnenn Ps 6,747 Ps 13,602
Basic earnings Per Shar€ aS rEPOME .........ooiiuriieri e eeese e ee e e st ee e teeneesreeseeeeesseenaeeneesneas 0.76 1.40
BasiC earnings Per Shar€ Pro fONMA...........eriieriiereeeseene e seesee e sseeseeeeesreeseeeneesseeseeeneesseesseeneesnens 0.71 1.36

1 In order to determine fair value in 2003 and 2004, considering the different exchanges of options which had previoudy occurred, CEMEX opted
for smplicity to value the same portfolio of options outstanding as of the adoption date in 2005, asif it had been in effect in 2003 and 2004, using
the market prices and other assumptions prevailing during those years in the option pricing models.

S) INCOME TAX, BUSINESS ASSETS TAX, EMPLOYEES’ STATUTORY PROFIT SHARING AND DEFERRED
INCOME TAXES (note 18)

The Income Tax (“IT”), Business Assets Tax (“BAT”) and Employees’ Statutory Profit Sharing (“ESPS”), reflected in the income
statements, include amounts incurred during the period and the effects of deferred IT and ESPS. Consolidated deferred IT represents
the summary of the effect determined in each subsidiary by the assets and liabilities method, by applying the enacted statutory
income tax rate to the tota temporary differences resulting from comparing the book and taxable values of assets and liahilities,
considering when the effects became available and subject to a recoverability analysis, reflecting tax loss carryforwards as well as
other recoverable taxes and tax credits. The effect of a change in the effective statutory tax rate is recognized in the income statement
for the period in which the change occurs and is officially declared. The effect of deferred ESPS is recognized for those temporary
differences, which are of a non-recurring nature, arising from the reconciliation of the net income for the period and the taxable
income for the period for ESPS.

The cumulative initid effect, arising from the adoption of the asset and liability method, was recognized on January 1, 2000 in
stockholders’ equity under the caption “Cumulative initial deferred income tax effects”. In the statement of changes in stockholders’
equity, the cumulative initia effect corresponds to the consolidated entity. The difference between the Parent Company’s and the
consolidated accumulated initial deferred IT effects is included under the caption “Deficit in Equity Restatement”.

T) REVENUE RECOGNITION

Revenue is recognized upon shipment of cement, ready-mix concrete and aggregates to customers, and they assume the risk of loss.
Income from activities other than the Company’s main line of business is recognized when the revenue has been realized, thorough
goods delivered or services rendered, and thereis no condition or uncertainty implying a reversal thereof.

U) MONETARY POSITION RESULT

The monetary position result, which represents the gain or loss from holding monetary assets and liahilities in inflationary
environments, is calculated by applying the inflation rate of the country of each subsidiary to its net monetary position (difference
between monetary assets and liabilities).

V) OTHERINCOME AND EXPENSE

Other income and expensg, in the statements of income, consists primarily of goodwill amortization until 2004, dumping duties,
results from the sales of fixed assets, impairment losses of long-lived assets, net results from the early extinguishment of debt and
other unusua or non-recurring transactions.

W) USE OF ESTIMATES

The preparation of financial statements requires management to make estimates and assumptions that affect reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financid statements, as well as the
reported amounts of revenues and expenses during the period. The main captions subject to estimates and assumptions include the
book value of fixed assets, allowances for doubtful accounts, inventories and assets for deferred income taxes, the fair market values
of financial instruments and the assets and liabilities rdlated to labor obligations. Actual results could differ from these estimates.

X) CONCENTRATION OF CREDIT

CEMEX sdlsits products primarily to distributors in the construction industry, with no specific geographic concentration within the
countries in which the Company operates. No single customer accounted for a significant amount of the Company’s sales in 2003,
2004 and 2005, and there were no significant accounts receivable from a single customer for the same periods. In addition, thereisno
significant concentration of a specific supplier relating to the purchase of raw materials.
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4, CASH AND INVESTMENTS
Consolidated cash and investments as of December 31, 2004 and 2005 consi s of :

2004 2005
Cash AN DANK GCOOUNES.........eei ittt e e e e e e e e e e e e e e e e e e e e eaeessesaaseaeeeessssaesraneaesesssassenns, Ps 1,549 3,532
FiXEO-INCOME SECUITIES. ...ttt ettt e e e e e e et e e e e e e et e e e e e e s s esaaaaeeaeessseenssaeeaasessaensnnnaeees, 1,650 2,384
Investments in Marketabl© SECUNTIES. ..........iciii ittt ettt et e et e e re e eane s, 458 471

Ps 3,657 6,387

5. TRADE ACCOUNTSRECEIVABLE

The Company evaluates each of its customers’ credit and risk profiles in order to establish the required alowance for doubtful
accounts. Consolidated trade accounts receivable as of December 31, 2004 and 2005, include allowances for doubtful accounts of
Ps725 and Ps1,242, respectively.

As of December 31, 2004 and 2005, the Company has established sales of trade accounts receivable programs with financial
institutions (“securitization programs”) in Mexico, United States and Spain, through which accounts receivable have been sold for
Ps6,822 (U.S.$642) and Ps7,334 (U.S.$691), respectively. Through these programs, the Company effectively surrenders contral,
risks and the benefits associated with the accounts receivable sold; therefore, the amount of accounts receivable sold is recognized as
asale of financia assets and the balances are removed from the balance sheet a the moment of sale, except for the amounts that the
counterparties have not paid, which are reclassified to other accounts receivable (note 6). The accounts receivable qualifying for sale
do not include amounts over certain days past due or concentrations over certain limits to any one customer, according to the terms of
the programs. Expenses incurred under these programs, originated by the discount granted to the acquirers of the accounts receivable,
are recognized in the income statements and were approximately Ps109 (U.S.$10) in 2003, Ps121 (U.S.$11) in 2004 and.Ps210
(U.S.$20) in 2005

6. OTHER ACCOUNTSRECEIVABLE
Consolidated other accounts receivable as of December 31, 2004 and 2005 consist of :

2004 2005
NON-trade aCCOUNES FTECEIVAIDIE........eee et e ettt e e e e e e e e e e e e s e e e aeeaeassssaeaneneeaens Ps 1,160 4,849
Advances and valuation of derivative instruments (NOteS 12 and 17) .....c.coceeveerveeesiere e, 1,762 964
INtErest AN NOLES TECEIVADIE. .......eeeeeee ettt e e e e e e e e e e e e e e e e e e e e e s e seaaeneeaens 1,148 1,389
Advances for travel expenses and [0anSt0 EMPIOYEES...........coveiiiierieie e 415 262
REFUNABIDIE TAXES. ...ttt ettt te st e teeee s s e e teeneesseeteeneesseenseeneesneenseeneeaseesens 372 772
Ps 4,857 8,236

Non-trade accounts receivable are mainly originated by the sale of assets. Interest and notes receivable include Ps1,114 (U.S.$105) in
2004 and Ps1,369 (U.S.$129) in 2005, arising from securitization programs (note 5).

7. INVENTORIES

Consolidated baances of inventories as of December 31, 2004 and 2005 are summarized as follows:

2004 2005
LT TS 01=0 (07 PSSR Ps 1,607 3,330
WVOTK=IN-PTOCESS .....eeteeeeeieeeteesee e e s te e et e e sseesteameesseeseeemeeaseeseeemeeaseenseemeeaseenseeneeaseeaseanseaneenseeneesneensennsen, 1,538 1,712
RV MBEEITAIS. ...ttt ettt e e e e e e et e e e e e e e e e e e e e e e s e e aaeeaeesessassaneaeessseanrannaaees, 639 2,563
Supplies and spare parts, net of 0bSOlESCENCE PrOVISION......ccuviueerieeeieerie e seese e e seeeee e seeeeeereenen, 2,404 2,523
F N (Y= g 0= (O ST o o = £ PS 255 351
INVENTOTY 1N ETBNSIT ..ottt e st et et e st e e eeeneesteeneeemeesteeneesmeesseeneeeneeaseenseaneenseensen, 315 536

Ps 6,758 11,015

In December 2004, impairment losses of approximately Ps182 were recognized within other expenses (note 3G).
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OTHER CURRENT ASSETS

Other current assets in the consolidated balance sheets as of December 31, 2004 and 2005 consist of :

2004 2005
AQVBNCE PAYITIENES ...t eteeeeeee et er e e e st eseeeneesseeneeaseesseeneeaseeaseenseaneesseeneeaneesseenseaneenseenseaseenseeneesseenseans Ps 452 1,047
PSS = Sy 1= o {0 = =PRSS 554 650

Ps 1,006 1,697

Assets held for sde are stated at their estimated realizable value and mainly consist of: (i) non-cement related assets acquired in
business combinationsand (ii) assets held for sale received from customers as payment of trade receivables.

0.
A)

INVESTMENTS AND NONCURRENT ACCOUNTS RECEIVABLE
INVESTMENTSIN SUBSIDIARIESAND AFFILIATED COMPANIES

Consolidated investments in affiliated companies as of December 31, 2004 and 2005 are summarized as follows:

2004 2005
BOOK value & aCqUISITION QALE.........couiieeieieee ettt e st ee e s teeeesreeneeeneesneeneeens Ps 12,635 5,034
Revaluation by equity MELNOG.............ooiiiee et nee e e 3,338 3,889

Ps 15973 8,923

Investments held by subsidiariesin CEMEX shares, amounting to Ps11,999 (154,014,032 CPOs) in 2004 and Ps19,864 (314,308,790
CPOs) in 2005, are offset against majority interest stockholders’ equity in the accompanying financial statements.

The Company’s principal acquisitions and divestitures during 2003, 2004 and 2005 are as follows:

On March 1, 2005, following board and shareholders approval and clearance from applicable regulators, CEMEX compl eted the
acquisition of 100% of the outstanding stock of RMC Group p.l.c. (“RMC”). The purchase price of the shares, considering the
18.8% equity interest acquired in 2004 for approximaely U.S.$786, net from the sale of certain assets and considering
acquisition expenses, amounted to approximately U.S.$4,217 (Ps44,787). This amount does not include approximately
U.S.$2,249 (Ps23,886) of assumed debt. RMC, headquartered in the United Kingdom, was one of Europe’s largest cement
producers and one of the world’s largest suppliers of ready-mix and aggregates. RM C had operationsin 22 countries, primarily in
Europe and the United States, and employed over 26,000 people. In 2004, RMC sold 14.4 million tons of cement, 51.4 million
cubic meters of ready-mix and 131.6 million tons of aggregates. The assets acquired include 13 cement plants with total installed
capacity of approximately 17 milliontons, locatedin the United Kingdom, the United States, Germany, Croatia, Poland and Latvia.

The acquisition, which began in September 2004 through a public purchase offer, was subject to the approva by RMC
shareholders and applicable regulators in Europe and the United States.

On December 22, 2005 CEMEX terminated its joint ventures with the French construction materials company Lafarge S.A.
(“Lafarge”), through the sale to Lafarge of its 50% equity interest in ReadyMix Asland S.A. (“RMA”) in Spain and Betecna
Betao Pronto S.A. (“Betecna”) in Portugal after receiving regulatory approval from the applicable regulators. Subsequent to the
sale and according to the terms of the agreement, CEMEX acquired from RMA assets in the ready-mix and aggregates sector,
representing 29 concrete plants and 5 aggregate quarries. The net sale price, considering the purchase of assets from RMA, was
approximately U.S.$61. The Company’s equity interest in RMA and Betecna was acquired through the purchase of RMC. The
consolidated income statement for the year ended December 31, 2005, includes the operating results of RMA and Betecna from
March 1 to December 22, 2005, and both companies were consolidated through the proportionate consolidation method (note
30).

In addition, as a condition of the authorities in the United States to approve the acquisition of RMC, on August 29, 2005, ready-
mix assets were sold to California Portland Cement Company in the area of Tucson, AZ, for an approximate amount of U.S.$16.
These assets derived from RMC’s operations in the United States.

. On July 1, 2005, CEMEX Inc., the Company’s subsidiary in the United States, and Ready Mix USA, Inc. (“Ready Mix USA”), a

private ready-mix producer with operaions in the Southeastern United States, established two joint ventures to satisfy
construction needs in that region. Under the terms of the arrangement, CEMEX Inc. contributed a to a cement joint venture, two
cement plants (Demopolis, AL and Clinchfield, GA) and eleven cement terminasin exchange for a 50.01% equity interest in this
entity. To a second joint venture, CEMEX Inc. contributed ready-mix, aggregates and concrete blocks plants in Florida and
Georgia, in exchange for a 49.99% equity interest in such venture. Ready Mix USA contributed dl its ready-mix concrete and
aggregate operations in Alabama, Georgia, the Florida Panhandle and Tennessee, as well as its concrete block operations in
Arkansas, Tennessee, Mississippi, Florida and Alabama, in exchange for a 49.99% equity interest in the cement joint venture and
a50.01% equity interest in the ready-mix concrete and aggregates joint venture. In addition, on September 1, 2005, CEMEX sold
to the ready-mix joint venture 27 ready-mix plants and 4 concrete block facilities located in the Atlanta, GA area, as wel as
working capital related to these assets, in exchange for approximately U.S$125.
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After the third year of the strategic alliance and for a 25-year period, Ready Mix USA will have the right, but not the obligation,
to require CEMEX to acquire the interests contributed by Ready Mix USA to the joint ventures. As of December 31, 2005,
CEMEX has control and consolidates in the balance sheet the cement joint venture, while Ready Mix USA contrals the joint
venture that manages the ready-mix and construction materias assets; therefore, CEMEX interest in this business is accounted
for by the equity method.

I11. In March 2005, the Company sold the Charlevoix, Michigan, and Dixon, Illincis cement plants, both in the United States,
including a cement terminal located in the Great Lakes region to Votorantim Participacfes S.A., for an aggregate purchase price
of approximately U.S.$413. The combined capacity of the two cement plants sold was approximately two million tons per year
and the operations of these plants represented approximately 9% of CEMEX’s annual operating cash flow in the United States
before the RMC acquisition. The consalidated income statement for the year ended December 31, 2005 includes the results of
operations relating to these plants for the three-month period ended March 31, 2005.

IV. On December 23, 2005 the Company acquired 0.9% (93,241 shares) of CAH, stock that remained owned by third parties, for
approximately U.S.$8 (Ps84). In 2004, CEMEX acquired approximately 20.6% (2,093,667 shares) of CAH stock in exchange for
a cash payment of approximately U.S.$70 and 27,850,713 CPOs, with a value of approximately U.S.$172 (Psl,837), recognizing
a loss of Ps960 in equity in 2004 as part of comprehensive income (loss), resulting from the excess of the price paid over the
book value of the shares. CAH is the holding company of the subsidiaries in the Philippines, Thailand and Bangladesh, as well as
the investment in Indonesia CAH was constituted in 1999 by CEMEX and institutional investors in Asia with the objective of
investing in that region. Through these operations, the Company’s interest on CAH increased to 100%.

V. On April 26, 2005, CEMEX concluded the divestiture of its 11.9% equity interest in the Chilean cement company Cementos Bio
Bio, S.A., for approximately U.S.$65 (Ps690), recognizing a gain of Ps207 within the caption of other income. Until the date of
the sale, thisinvestment was accounted for by the equity method.

VI. In August and September 2003, for a combined price of approximatey U.S.$100 (Ps1,142), CEMEX, Inc. acquired Minera
Resource Technologies, Inc. (“MRT”), distributor of minerals used in manufacturing of ready-mix concrete, and a cement plant
and quarry with an annual production capacity of 560 thousand tons located in Dixon, Illinois, United States. The consolidated
income statement of 2003, includes the operating results of MRT and the Dixon plant since the respective acquisition dates. As
noted in 111 above, the Dixon plant was sold in March 2005.

As of December 31, 2004 and 2005, the consolidated investments in affiliated companies were as follows:

Activity Country % 2004 2005
RMC Group P.L.C. v Concrete  UnitedKingdom 188 Ps 8,810 -
PT Semen Gresik, Tbk Cement Indonesia 255 2,661 2,541
Control Administrativo Mexicano, SA. deC.V.....ccocoeeeeeeennnee. Cement Mexico 49.0 2,147 2,491
Ready MiX USA ..ot Concrete EUA 49.0 - 341
Trinidad Cement Ltd .........ccoeeiiiieeiiiceie et Cement Trinidad 20.0 286 325
CementoS BIOBIO, SA. ... Cement Chile 11.9 453 -
CancemM, SA. AEC.V ... Cement Mexico 10.0 219 255
Lehigh White Cement COmMPany ..........cccevveeereeneenerseeneenennns Cement EUA 245 136 148
Societe des CimentS Antillais........ooocveeivieciiccieccee e, Cement  French Antilles 26.1 190 177
Caribbean Cement Company Ltd ..........ccovivevriieneeneieeseeeeee Cement Jamaica 5.0 112 -
(@11 RS - - 959 2,645

Ps 15,973 8,923

During 2003, the management of PT Semen Padang (“Padang”), subsidiary of Gresik, by different means obstructed the ownership
rights of Gresik, by not acknowledging the administration of Padang elected by Gresik at the May 2003 stockholders’ meeting. In
September 2003, pursuant to a court order, the management appointed by Gresik finally assumed its duties. In December 2003,
Gresk designated new auditors to review the 2002 and 2003 consolidated financial statements. The in-depth troubles persist and are
related to the agreements of 1998 between the Indonesian government and CEMEX, which are determinant for the Company’s
decision to invest in Indonesia. According to these agreements, the government would sell to CEMEX the mgority interest of Gresik
and subsidiaries, which has not occurred mainly due to the opposition of the provincia administration of West Sumatra, which has
argued that the original sale of Padang by the government to Gresik in 1995 is invalid, since certain necessary approvals were not
obtained.

In December 2003, CEMEX filed before the International Center for the Settlement of Investments Disputes arequest for arbitration
againgt the Indonesian government. The arbitration tribunal held its first sesson in July 2004, a which the Indonesian government
objected to the tribunal’s jurisdiction. As of December 31, 2005, the tribunal was still determining if it has jurisdiction to hear the
dispute. The resolution of in-depth issues can take severd years. CEMEX eva uates its investment in conformity with its accounting
policies. As of December 31, 2004 and 2005, CEMEX used the best information available in order to value itsinvestment in Gresik.
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B) OTHERINVESTMENTSAND NONCURRENT ACCOUNTSRECEIVABLE

Amounts include assets for the valuation of derivative instruments (notes 12 and 17) of Ps1,592 in 2004 and.Ps4,190 in 2005
Furthermore, the amounts include investments in private funds, recorded at fair value of U.S.$8 (Ps89) in 2004 and U.S.$19 (Ps203)
in 2005. In 2004 and 2005, approximately U.S.$2 (Ps25) and U.S.$9 (Ps91), were contributed to these funds, respectively.

10. PROPERTIES PLANT AND EQUIPMENT

During 2004 and 2005, impairment losses of approximately Ps1,084 and Ps166 were recognized within other expenses, respectively,
derived from idle assets resulting from the closing of cement assetsin Mexico and the Philippines. These assets were adjusted to their
estimatedrealizable val ue.

11. INTANGIBLE ASSETSAND DEFERRED CHARGES

As of December 31, 2004 and 2005, consolidated intangible assets of definite and indefinite life and deferred charges are
summari zed as follows:

2004 2005
Intangible assets of indefinite useful life:
L7070 o 111/ | TS Ps 45,872 57,331
ACCUMUIBEE @MOITIZBEION ....eetieieitieee e ee et e st ee st e s te e e st e e eeenee st eeneeeneesseeneeaneesseenseeneesseenseananssenns (9,794) (9,593

36,078 47,738
Intangible assets of definite useful life:

Cost of internaly develOpE SOFWAIE.........iieereee ettt e e teenee e e seeeneeenes 2,891 3,233
Intangible asset for PENSIONS (NOLE 14) ......eeiiieie ettt ee e steeeesreesaeeneesseeseeeneeanean 874 604
ACCUMUIBEEA AMOITIZBEION ....eeeieieieiese et se st et ee e este e e teeseeenee st e eneeeneesseeseaneesseenseaneesseenseanenssenns (1,858) (2,579)
1,907 1,258
Deferred charges:
Prepaid pension COSES (NOLE 14) ......ueiiieie e eiiesie e ee st ee st e e ee st e eeeneeseeeseeeneesseesseeneesseenseensesseesseensesnenn 422 -
DEferred fiNANCING COSES......eiueeeieierieerteeieeee st ee st esee et esee e e sse e eeaneesseeseeaneesseesseansesseesseensesseenseensnssenn 529 528
Deferred inComMe taXeS (NOLE 18B) .......eouieeeireerireeesteeseeeeesseesteeeesseeseeaeesseesseaeesseesseensesseesseansesseesseensesnees 1,835 3,667
(@11 =TT R R OTTRRRR 3,422 7,455
PaXw e 010010 00 o 10 (2 1 o o OSSPSR (4,767)  (2,280)
4,441 9,370

Ps 42,426 58,366

As a result of the Company’s periodic impairment evaluations (note 3K), in 2003 and 2004, the book values of the Company’s
information technology business unit and the Company’s business unit in the Philippines were determined to exceed the respective
amount of expected cash flows; therefore, impairment losses of goodwill were recognized within other expenses for Ps898 in 2003
and Ps239 in 2004. The losses related to the Company’s information technology business unit were Ps160 in 2003 and Ps239 in 2004
and those related to the business unit in the Philippines in 2003 were Ps738. In 2005 no impairment losses were determined in
connection with the impairment evaluations.

The amortization expenses of intangible assets and deferred charges were Ps2,861 in 2003, Ps2,752 in 2004 and Ps1,605 in 2005, of

which approximately 69%, 66% and14%, respectively, were recognized in other expenses, while the difference in each year was
recognized within operating expenses.
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12. SHORT-TERM AND LONG-TERM BANK LOANSAND NOTESPAYABLE
As of December 31, 2004 and 2005, short-term and long-term consolidated debt and their related derivative instruments are

summari zed as follows:

Accordingtotheinterest ratein which debt was contracted:

2004 2005
Effective Carrying Effective Carrying
rate amount rate amount
Short-term
N0 i 0o I (= TSR 2.35% Ps 11,136 4.65% Ps 11,818
[ D= o I - (= < S 6.98% 15 11.08% 829
11,151 12,647
Long-term
D o I - (TSR 5.54% 22,247 5.14% 42,269
N0 i 0o I (= TS 3.67% 29,960 4.01% 45,737
52,207 88,006
Ps 63,358 Ps 100,653
According to currency contracted:
2004 2005
Short Long Effective Short Long Effective
term term Total 2 rate1 term term Total 2 rate1
Dollar ......ccovverenenne Ps 318 Ps 32177/ Ps 35363 4.9% Ps 5478 Ps 45921 Ps 51,399 52%
Japaneseyen................ 3,071 5,908 8979 1.2% 337 4,224 4561 1.1%
EUroS.....ccoovireiericin 4,698 4,978 9676  3.1% 2,052 18,772 20,824 2.9%
Sterling pounds............ - 8,906 8906 5.5% 537 1,872 2409 55%
PesOS.....cccveeeeee 185 214 399 6.2% 4,064 17,166 21,230 10.4%
Egyptian pounds........... 11 - 11 13.5% 54 - 54 9.6%
Other currencies........... - 24 24 15.6% 125 51 176 10.6%
Ps 11,151 Ps 52,207 Ps 63,358 Ps 12,647 Ps 88,006 Ps 100,653
By category or instrument type:
Short- Long-
2004 term term
Bank loans
LiNES Of CrEit iN IMIEXICO. ... cveeeeitieie et eiee sttt e st e ee st e st e e ee s s e steemeesseeseeeneeeseenteenseaseeneeeneeaseenseeneeaseensens Ps 509 -
Lines of credit in fOreign COUNLTIES. ... ... eiiiee e e ee st esee e e ste e e sreeseeeneesseeneeeneeaseeeens 4,317 -
Syndicated 10ans, 2005 10 20009...........eertieerieereaesee e eeesee e aea e erteaee e e neeaneeateenteaeeateenteeneeareenseaneennes - 29,060
4,826 29,060
Notes payable
FOr€igN COMMEICIBl PADEY ...e.eeeeeieeeie ettt et eee ettt ettt este e e s esseeneesseeaseeneesseeneeeneesseenseeneeaseenseenensseensens 242 -
Euro medium-term notes, 200510 2009.........cooieeeeieeee e e et e e e e e e e e e e e e e e e —aaaeeeaa e ———aaaeaaans - 1,212
Medium-term NOtES, 200510 2008..........ueeeieeee et ee e e e e e et e e e e e e e e e e e e e s s s e s e eeaaeeeseraereeeessaaarenreaaeeaaans - 8,075
Medium-term NOtES, 20050 20I5....... ..ottt e e e e e e e et e e e e e e e e e e e e e e e s eeeeeeeeeesseasreereaeesaans - 18,774
(@101 0 [0 w 1 41 o1 £ USSR 65 1,104
307 29,165
Total bank 10ans and NOLES PAYBDIE.........eeeiiiee et sneeneeeee e 5133 58,225
CUITENE MBEUITTIES. ...ttt ettt e e e e e e et e e e e e e e e e e e e e e e e e e asaaeeaeessesassaeeeasessassssneaeesssasssenneaaessaans 6,018 (6,018)
Ps 11,151 52,207
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Short- Long-

2005 term term
Bank loans
LiNES Of CrEdit iN IMEXICO...... ..ottt ettt e e e e e e et e e e e e e e e e e e e e e s e e e eeeaeeesssasasenraaaesaans Ps 2,039 -
Lines of credit in fOreign COUNLTIES. ... ... eiiiee e see e ee st e e e e see e sseesteeneesseenseeneeeseeneens 3,962 -
Syndicated 10ans, 2006 10 2010...........eeriieeriereeeeseereeeeesee e eeesteeseeaseesteeneeaneeateeaeeaneeareeneeeneeareenseeneeanes - 51,728
Bank LoaNS, 2006 10 2007 ........uueiieeeeieeeeeeee e e e e eeeeaeeeeeeeeeeeseeeeesssaaaaaeeeaasssaassaaeeaeessaaaararraaeeesaaarerraaeesaans — 8,746
6,001 60,474
Notes payable
Euro medium-term notes, 2006 10 2009..........ooeeieeee et e e et e e e e e e e e e e e e e e e e aa e e e e e e ————aaaeeaans - 1,204
Euro medium-term nNotes, 2006 10 2008..........ooooeeieeeee et e e e e et e e e e e e e e e e e e e e e e e e e e aaeaeeaae———raaaeaaaans - 5,818
Euro medium-term NoteS, 2006 10 2005.........coo oot e et e e e e e e e e e e e e e e e e e e e e e e e e e e e raaaeaaans - 24,088
ONE NOLES......ee ettt ettt et e et e e et e e e beeebeesaseeebee e beeeabeeaaseaaseeanbesanseesnseeaseeanbessnseesnreansnns 651 2,417
651 33,527
Total bank 10ans and NOLES PAYBDIE.........eeeiiiee et sneeneeeee e 6,652 94,001
CUITENE MBEUITTIES. ... ettt e e e e e e e et e e e e e e e e e aeeeeeeeaeaaaeeaaesseseseaaeeasesssasssneaeesssasssenneassssaans 5,995 (5,995)

Ps 12,647 88,006

1 Represents the weighted average effectiverate.
2 In 2004, includes the effects for currencies exchange originated by the Cross Currency Swaps (“CCS ") (note 12B).
3 Includesthe effects of Interest Rate Swaps (note 12A), as well as CCS (note 12B).

The most representative exchange rates to the financial debt as of December 31, 2004 and 2005 are as follows:

2004 2005
oo gl 1= 0 Y o= e (o] SRS 11.14 10.62
=0Tz 0o R = o o= e o SRR 102.49 117.81
010/ 0= o (o] | SRS 0.7383 0.8440
Sterling POUNCS PEF OIAN........eeii ettt ettt et et e e meesreeseeeneesseenseeneesreenseeneeanean 0.5218 0.5812
The most important transactions in the consolidated financia debt during 2005 are as follows:
Debt 85 Of DECEMDET 3L, 2004 ...ttt e e e e e ettt e e e e e e et eeeeeeee e e aeaeeeeeesasaseeeeeeessassaaneaasssaeasennnaens Ps 63,358
Transactions during 2005:
Credits in connection with the financing of the RMC acquisition 37,170
INEW DBNK TOBNS........eeeeeeee ettt e e e e e e e et e e e e e e e e aeeeeeeeesaaaaeeeeeeeeseeaseeaeeaeesseesseeeaeasssaasssaneaassesssrnnnaens 30,267
Debt assumed through RIM C @CQUISITION. .......eeuiieieriiee e e e eee s esee et e st see e steeseesseeseeeeesseesseeneesseesseensesseesseensnssen 23,886
M edium-term M exi Can COMMENCIEl PAPDET ... .eveeueerteeeeeeesteeseeeeesteeseeeseesteeneeaseesseeeeaseesseenseaseesseensesseesseensesseesseeneesseen 3,640
M edium-term foreign COMMENCIEl PEPEY ....cveeoeeeeeerteere et e e e st e see et e s teeneesseesteeeeeseeseeeneesseesseeneesseesseenseanennseeneesneen 3,452
I o1 (= 7= 1Y 1010 ( T 0 USSR (61,120)
Change dUriNG the PENTOO. .........eee ettt et et e e e s te e seemeesteeseemeesseenseaneeateeeeaneenseens 37,295
Debt 85 Of DECEMDET 3L, 2005 ... ieeeeeee e et e e et e e e e e e e et et eeeeessaeaeeaeeeesseaaaeaeeeeesssassseeeseesssaaseaseassssaasssnnnaens Ps 100,653
The maturities of long-term debt as of December 31, 2005 are as follows:
2005
2007 ettt ekttt h et e te e ettt eateeoReeeReeeEee ettt oaEeeeReteheeeEee oAt e eaEeeeReeeeEeeeteeeteeeneeeaneeeateeeateeaareaans Ps 14,246
0 TS 15,878
00 OSSR 25,894
20 TS 22,241
{0 = Ta o R 1= (= (= RO TR ORI 9,747
Ps 88,006

As of December 31, 2004 and 2005, there were short-term debt transactions amounting to U.S.$847 (Ps9,051) and U.S.$505
(Ps5,362), respectively, classified as long-term debt due to the Company’s ability and the intention to refinance such indebtedness
with the avail able amounts of committed long-term lines of credit.
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As of December 31, 2005, the Company and its subsidiaries have the following lines of credit, both committed and subject to the
banks’ availability, at annual interest rates ranging between 0.42% and 17.74%, depending on the negotiated currency:

Lineof

Credit Available
European commercial paper (U.S.B600) ........ccverreruerrererieriereireestesiessessessessessessessessessessessessessessessessessessenes Ps 6,372 6,372
Revolving credit facility (U.S.$700).........cviueeieeeeieeeeteeeeeseesenee e seeeeseeneseee e sesseseesessenessenessenessessesessens 7,434 1,328
Multi-currency revolving credit (U.S.$1,200) ......ccuerereriereririeniesiesie et seesse e e sseseeseesseseeseeseesseseeseessenes 12,744 7,222
Other lines of credit in foreign SUBSIAIAINES..........ooviiereee e 67,405 13,567
Other [INES Of Credit fOrM DANKS.......ccee et e e e e et e e e e e e e e e e e e e e e eaeaeeaeeeaaas 11,470 2,835

Ps 105,425 31,324

Derivative Financial I nstruments (note 3L)

As of December 31, 2004 and 2005, in order to: (i) change the profile of the interest rate originaly negotiated on a debt portion (note
12A), and (ii) reduce the financia cost of debt originaly contracted in dollars or pesos (note 12B), the Company has negotiated
derivative financing instruments rel ated to existing short-term and long-term debt, which are described as follows:

A)

Interest Rate Swap Contracts

As of December 31, 2004 and 2005, information with respect to interest rate swaps (“IRS”) related to short-term and long-term
financid debt is summarized as follows:

Notional Fair Effective

(Amountsin millions) Amount  Value rate
2004
Swvaps related to 1onNg-termM debt 3........ocviviiceeicec e Uuss 1,950 (174) 5.8%
2005
Swvaps related to 1oNg-termM debt L........c.ccviviieieiciceee e, uss 387 6 4.4%
Swaps related to 1oNG-terM dEDE 2........eeiieeee e e, 1,113 6 4.5%
Swaps related to 1oNg-termM debE 3........ee i e, 1,000 37 4.9%
Swaps related to 1oNg-terM dEDE 4........oooieieeee e, 225 3 4.9%
Uu.ss$ 2,725 52

*

As of December 31, 2005, under these contracts, CEMEX receives a floating LIBOR* rate and pays a fixed rate of 4.0%. These
contracts were designated as accounting hedges of contractual cash flows (interest payments) of the related underlying U.S. dollar
floating rate debt, and mature in June 2009. Changes in the estimated fair vaue of these insruments are recognized in
stockholders’ equity.

As of December 31, 2005, under these contracts, CEMEX receives a floating LIBOR* rate and pays a fixed rate of 4.1%. The
contracts were designated as accounting hedges of contractual cash flows (interest payments) of the related underlying U.S. dollar
floating rate debt, and mature in August 2009. Changes in the estimated fair value of these instruments are recognized in
stockholders’ equity.

As of December 31, 2004 and 2005, these contracts were not designed as accounting hedges since they have optionality.
Nevertheless, the contracts complement CEMEX’s financial strategy. Under these instruments, CEMEX receives a floating
LIBOR* rate and pays a fixed rate of 4.6%. The maturity of these contracts is in October 2009. Changes in the estimated fair
value of these instruments are recognized in the income statement of the period.

Likewise, as of December 31, 2005, these contracts were not designed as accounting hedges since they have optionality. Through
these instruments, CEMEX receives a floating LIBOR* rate and pays a fixed rate of 3.9%. These contracts mature in April 2010.
Changes in the estimated fair value are recognized in the income statement of the period.

LIBOR represents the London Interbank Offering Rate, used in the market for debt denominated in US dollars. “Bps” means basis points. One basis point is .01 percent.

During 2004 and 2005, due to changes in the interest rate mix of the financial debt portfolio, interest rate swap contracts were settled
for a nominal amount of U.S.$100 and U.S.$775, respectively. As a result of the settlement, the Company recognized losses of
approximately U.S.$8 (Ps89) in 2004 and U.S.$4 (Ps38) in 2005, representing the estimated fair value of the contracts as of the
settlement date, which were recognized in the income statement of the period.

In

addition, on March 1, 2005, as a result of the acquisition of RMC, CEMEX assumed interest rate swap contracts for a notiona

amount of approximately U.S.$585, with an estimated loss in the fair value of approximately U.S.$28. These interest rate derivative
instruments were settled by CEMEX in June 2005, generating a gain in Comprehensive Financial Income for the change in the fair
val ue between the purchase date and the settlement date for approximately U.S.$8 (Ps79).
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In July 2004, CEMEX negotiated with afinancial ingtitution interest rate swap contracts for anotional amount of U.S.$200, receiving
a fixed interest rate and paying a floating interest rate for a five-year period. These contracts resulted from the exercise, by the
financial institution, of interest rate swap options (swaptions) sold by CEMEX in previous years. In 2003, considering the premiums
obtained for the sale of swaptions net of changes in the fair value and settlement effects, the Company recognized a net gain of
approximately U.S.$3 (Ps31) in earnings of the period.

In June 2003, resulting from the settlement of Forward Rate Agreements (“FRAs”) for a notional amount of U.S.$650, the Company
negotiated interest rate swap contracts. FRAs were designated as accounting hedges of the interest rate of forecasted debt i ssuances.
Upon settlement, a loss of approximately U.S.$38 (Ps431) was recognized in stockholders’ equity and is being amortized to the
financial expense as part of the effective interest rate of the related existing debt. The amount amortized was U.S.$8 (Ps89) in 2003,
U.S.$4 (Ps46) in 2004 and U.S.$3 (Ps34) in 2005.

B) Cross Currency Swap Contracts (“CCS”) and Other Currency Instruments (note 3L)

As of December 31, 2004 and 2005, there were Cross Currency Swaps (“CCS”), through which the Company exchanges the
originally contracted interest rates and currencies on notiona amounts of related short-term and long-term debt. During the life of the
CCSand at their maturity, the cash flows related to the exchange of interest rates and currencies under the CCS, match, in interest
payment dates and conditions, those of the underlying debt.

As of December 31, 2004 and 2005, information with respect to the CCSis summarized as follows:

(Amountsin millions) Nominal Fair Effective
amount value rate
2004
Short-term
Exchange U.S.$67 t0 ¥1,904 MIllION 7......ccooueiiuiiiiiicieeieeceete et u.s$ 67 93 2.9%
Long-term
Exchange PS3,804 10 OIS 2........eeiuieeiiese ettt eneeens 308 33 4.0%
Exchange Ps3,369 10 OIS 3.......ueerieeieerii et sneeseeen 233 88 3.3%
Exchange Ps4,022 10 OIS 4........eeiuieeeieese ettt snee e en 378 3 3.9%
Exchange PSB00 t0 O @S 5.....cvviueerieeeeieesie ettt see e e neesneeneeens 80 (6) 4.3%
Exchange PSE02 t0 ¥6,008 MilliON 8.........eeriiiriierii e et nee e seeens 52 (2) 1.3%
1,051 116
uss$ 1,118 209
2005
Short-term
EXChange Ps5,362 t0 AOHAIS 1....uuviciesesieciesesie e stesiesie st se e e e et reste st sresne e sne e Uu.S$ 500 6 4.7%
Exchange Ps2,800 t0 OIS 2........eeruieirieerii ettt sneeneeens 260 5 4.9%
760 11
Long-term
Exchange Ps2,488 10 AOH @S 3........eeriieeiierii ettt sneeneeens 142 100 4.8%
Exchange PS6,888 10 AOH @S 4........eevuieieiieni ettt sneeneeens 618 86 4.0%
Exchange Ps2,940 10 AOH @IS 5.......ueeiueeeieerie ettt neesneeseeens 270 17 4.8%
Exchange Ps5,281 10 AOH @IS 6........eevureeerieeriieiesieesie e see st see e neesneeneeens 500 (2) 4.5%
1,530 201
uss$ 2,290 212
2004 2005
Maturity CEMEX receives CEMEX pays CEMEX receives CEMEX pays
1 June 2006 - - TIIE+25bps L+28bps
2 June 2006 TIIE+55bps L+125bps TIIE+80bps L+55bps
3 April 2007 MXN 12.4% L+97bps MXN 10.8% L+96bps
4 April 2012 MXN 8.6% US 4.6% MXN 9.2% US5.1%
5 April 2009 CETES+145bps US 4.3% CETES+112bps US 4.8%
6 June 2011 - - MXN 8.3% L+25bps
7 - L+27bps ¥ 1.9% - -
8 - MXN 8.8% ¥ 2.6% - -

*

TIIE represents the Interbank Offering Rate in Mexico and CETES are public debt instruments issued by the Mexican government. As of December 31, 2005, the
LIBOR rate was 4.39%, the TI1E was 8.56% and the CETES yield was 8.01%.
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As of December 31, 2004 and 2005, related to the fair value of the CCS, the Company recognized net assets of U.S.$209 (Ps2,227)
and U.S.$212 (Ps2,250), respectively, of which U.S.$301 (Ps3,299) in 2004 and U.S.$138 (Ps1,466) in 2005 relate to prepayments
made to yen and dollar denominated obligations under the CCS. As of December 31, 2004, the amount of the prepayments was
presented by decreasing the carrying amount of the related debt. The estimated fair value of the CCS, without the effects of
prepayments, resulted in a net liability of U.S.$92 (Ps985) in 2004 and a net asset of U.S.$74 (Ps784) in 2005. The CCS have not
been designated as accounting hedges; therefore, changes in fair value are recognized through the income statement. For the years
ended December 31, 2003, 2004 and 2005, changes in the estimated fair values of the CCS, excluding the effects of prepayments,
resulted in aloss of U.S.$150 (Ps1,714), again of U.S.$10 (Ps110) and a gain of U.S.$3 (Ps36), respectively, which were recognized
in the income statements of the respective periods.

As of December 31, 2005, the assets and liabilities arising from the valuation of the CCS were presented separately from the related
debt. As of December 31, 2004, in accordance with presentation guidelines applied by the Company as of that date (note 3L), a
portion of the net liability resulting from the fair value recognition of the CCS of approximately U.S.$132 (Ps1,408), directly related
to variations in exchange rates between the origination of the CCS and the balance sheet date, was presented as part of the related
debt carrying amount, in order to reflect the expected cash flows that the Company expected to receive or pay upon settlement of
these financial instruments. Through this presentation, the carrying amount of the financial indebtedness directly related to the CCS
was presented asiif it had been effectively negatiated in the exchange currencies instead of in the originaly negotiated currencies.

The periodic cash flows underlying the CCS arising from the exchange of interest rates are determined over the notiona amounts of
the exchanged currency. These cash flows are recognized as part of the effective interest rate of the related financial debt within the
interest expense.

The portion of the estimated fair vaue of the CCS, attributable to accrued interest as of the reporting date, is presented as an
adjustment of the related financing interest payable.

On March 1, 2005, as a result of the acquisition of RMC, CEMEX assumed CCS for a notional amount of approximately U.S.$397,
with an estimated loss in the fair value of approximately U.S.$84. These CCS were settled by CEMEX in May and June 2005,
generating a gain of approximately U.S.$21 (Ps227) in the Comprehensive Financia Income for the change in the fair vaue between
the acquisition date and the settlement date.

During 2003, resulting from the settlement of other currency derivative instruments for a notional amount of U.S.$105, the Company
recognized aloss of approximately U.S.$4 (Ps41) in the income statement of the period.

The estimated fair value of derivative instruments fluctuates over time and will be determined by future interest rates and currency
prices, according to the yield curves shown in the market as of the balance sheet date. These values should be viewed in relation to
the fair values of the underlying transactions and as part of the Company’s overall exposure attributable to fluctuations in interest
rates and foreign exchange rates. The notiona amounts of derivative instruments do not necessarily represent amount exchanged by
the parties, and consequently, there is no direct measure of the Company’s exposure to the use of these derivatives. The amounts
exchanged in cash are determined based on the basis of the notional amounts and cther terms included in the derivative financia
instruments.

C) Guaranteed Debt
As of December 31, 2004 and 2005, CEMEX Mexico and ETM jointly, fully and unconditionally guaranteed indebtedness of the

Company for an aggregate amount of U.S.$3,088 (Ps32,988) and U.S.$3,780 (Ps40,145), respectively. The combined summarized
financial information of these guarantors as of December 31, 2005, 2004 and 2003 is as follows:

2004 2005
ANSSELS..... et Ps 146436 193617
[T o1 (=S T TS TP PO PP PP PPTPPTUPTPPUPTP 100,921 83,953
StOCKNOIAETS” EQUILY ...ttt e e e s e e s s e e s e e e n e e s e e e sme e e eneeeneeemns 45515 109,664

2003 2004 2005

N[ 1R TRTRN Ps 24,868 24,970 26,914
OPErANG INCOMIE ... .eeteeueeeeeesteeseeeeeesteeneeaseesteeneeaseeaseeeeaseesseanseaseesseansesseesseensesseessesnsesseesseensen, 2,831 3,188 11,032
INEBE TNOOMEL ...ttt ettt e e e e e e et e e e e e e e e eeeeeeeseeseeeeaeeessasseaneeesssasssnneeaessaann, 6,150 16,464 26,911

Certain debt contracts guaranteed by the Company and/or some of its subsidiaries contain restrictive covenants limiting sale of assets
and requiring maintenance of a controlling interest in certain subsidiaries. As of December 31, 2004 and 2005, CEMEX was in
compliance with such covenants.
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13. OTHER SHORT-TERM AND LONG-TERM LIABILITES
As of December 31, 2004 and 2005, consolidated other accounts payable and accrued expenses are as follows:

2004 2005
Other accounts payable and aCCrUEd EXPENSES ........cieerierieiiereeree et esee e e e seesteeseeenee e enseeneesseeneeenes Ps 1,781 4,091
LRI E=S B 7= 1= o] = S 552 544
QLI 2 8720 =S 1,394 2,760
(DR T 1= g0 Sy 0= Yo RS 17 33
PLOVISIONS ...ttt et e e ettt et e e e e e e e et ee e e e e e e e aaeeeeeeeaeaseeeeeeeseeaeaeeseaeeeeeaasseneeaessaaarsannaeeeeaanrens 3,437 6,572
AQVANCES FrOM CUSLOMETS. ...ttt ettt e e e e e e ettt e e e e e e e e e e e e e s e aasaeaeeaeeseeeeseeseeeaessssassaneeeessasanens 780 1,126
Valuation of derivative instruments (NOES 12 @Nd 17).........eevveiereereeesieesee e see e eee e seeeeeseeeseesneesseens 941 1,449

Ps 8,902 16,575

Short-term provisions primarily consist of: (i) remuneration and other personnel benefits accrued at the baance sheet date; (ii)
insurance payments, and (iii) accruals related to the portion of legal and environmental assessments to be settled in the short-term
(notes 22C and 22G). Commonly, these amounts are revolving in nature and are to be settled and replaced by similar amounts within
the next 12 months.

Other long-term liabilities as of December 31, 2004 and 2005 consist of:

2004 2005
Valuation of derivative instruments (NOES 12 @Nd 17).........eevveiereerreieseese e ee e eee e see e eseeeneesseens Ps 3,539 1,896
Accruals for legal assessments and other responSIbIlItiES .........covieerieieie e 1,315 2,063
Asset retirement obligations and other environmental [iabilitieS...........ccvvveriieeiiere e 830 4,699
Other liabilities and AEfEITEA CrEAILS .........eeeeieeee et e e e e e e e e e e e e aeeaaeeaas 1,276 1,640

Ps 6,960 10,298

Liabilities from derivative financia instruments represent the accumulated valuation losses resulting from the estimated fair value
recognition of these instruments (notes 12 and 17). Accruals for legal assessments and other responsibilities refer to the best
estimation of cash flows with respect to legal claims where the Company is determined to be responsible and which are expected to
be settled over a period greater than twelve months (note 22).

During 2005, the balance of this caption increased primarily as a result of the asset retirement obligations and other remediation
liabilities assumed in the acquisition of RMC for approximately Ps4,005. Asset retirement obligations and other environmenta
liabilities include estimated future estimated costs for demolition, cleaning and reforestation of production sites at the end of their
operation (note 3M). The expected average period to settle these obligationsis greater than 15 years.

14. PENSIONSAND OTHER POSTRETIREMENT BENEFI TS (note 30)

On January 10, 2006, CEMEX communicated to its Mexican employees subject to pension benefits about the beginning of a new
defined contribution pension plan scheme, which, from the communication date, replaces the former defined benefit pension plan
scheme. Those employees born before March 1, 1956, which represent approximately 5% of the employees €eligible for these
benefits, have the option to remain in the defined benefit plan, and have been requested to confirm their selection before March 31,
2006. For all other employees, the change is automatic.

As part of the plan conversion process, CEMEX will contribute to the employees’ retirement individual accounts, with a private
retirement funds manager, an approximate amount of Ps1,060. This amount represents the actuarial value of the projected benefit
obligations (“PBO”) as of the change date, which represented 32% of the total PBO from the previous pension plan. The amount
assumes that approximately 85% of the employees with 50 years will elect to remain in the current plan. The cash contribution will
be obtained from the existing pension funds. The administrative execution of the plans change is expected to occur during the first
quarter of 2006.

The initiation of the new defined contribution pension plan was considered to be a materia event which occurred before the i ssuance
of the financid statements; therefore, the accounting effects arising from the change were retroactively recognized in the
consolidated financial statements as of December 31, 2005. As a result of the new plan, events of settlement and curtailment of
obligations occurred. For these reasons, the unrecognized net actuarial results (actuariad gains and losses) were amortized
proportiondly to the decrease in the PBO, while the unrecognized prior service cost was amortized proportionally to the reduction of
the expected years of future service of the present employees within the plan. The combined net effect of the amortization of the
items mentioned above represented a loss of approximately Ps976, which was recognized in the 2005 income statement within other
expenses.
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For the years ended December 31, 2003, 2004 and 2005, the net periodic cost of pension plans and other postretirement
benefits, is described as follows:

Pensions Other Postretirement Benefits* (OPB)
Net periodic cost: 2003 2004 2005 2003 2004 2005
SEIVICE COSE.enenveeeeeeene e seee et eeeneseenas Ps 293 295 641 32 39 81
1410 =S a0 = 290 348 1,139 46 33 75
Actuarid return on plan assets.........cccoeveeeeneen. (341) (381) (1,077) () () (€]
Amortization of prior service cost, changesin
assumptions and experience adjustments..... 134 126 123 15 (8) a4
Settlements and curtallments1 ..........ccoceveeene 3 - 976 - - -
Ps 379 388 1,802 92 63 199

1 Effect of change of planin Mexico

As of December 31, 2004 and 2005, the actuarial value of pension plans and other postretirement benefits (“OPB”), as well as the
funded status, are presented as follows:

Pensions OPB*
2004 2005 2004 2005

Changein benefits obligation:

PBO a beginning Of YEaI.........cccvieeiier et Ps 6,498 6,210 818 586
SEIVICE COSE. - teetereeueeeemeeteeeteaeeseeeeeeeeeneseenesseeeseseeeeseeneseenesseneeseasesesannesaeneasenens 295 641 39 81
L1 =S o o' S 348 1,139 33 75
ACEUANTE TERUIL.....cei ettt ee e sneas (299) 677 (214) 83
Employee’ CONtribULIONS. ... .ocieiiiieiiie e - 64 - -
PBO from aCqUISITIONS........eeieeeieieeesieerie et e et see et ee e seeeeesneeseeeneesnees () 20,166 - 656
Initial valuation of other postretirement ben€efits.........ccovvvercv i, - - - 305
Foreign exchange variations and inflation adjustments...........cccccceveveecviieenvennnnen, (190) (2,371) 13 (62)
Settlements and CUrtai lIMENES...........ovieriieree e 9) (1,060) (33) -
21201 15 o o S (432) (1,093) (70) (130)
[ S O =y To o Y = 6,210 24,373 586 1,5%
Changein plan assets:

Fair value of plan assets at beginning Of Year...........ccooovveriereiieneee e 5,612 5,713 35 20
RELUIN ON PlaN BSSELS. ... ieeieeie et see st e e ee e e steeee e e steeeeeneeseeeneesnean 456 3,054 1 6
Foreign exchange variaions and inflation adjustments...........ccc.ccovevercviieneennnnen, (182) (1,830 - -
ASSELS TOr @CQUISITIONS.....cveeeeieeeieeee ettt ee et eesnean - 14,450 - -
FUNAS CONEITDULION. ...ttt sre e e 168 852 - 48
Employee CONtIIBULION .......coiiiiiieeee e - 64 - -
Settlements and CUrtai IMENES..........ccoiieriiereere e 9) (1,060) - -
27201 115 o o S (332) (1,093) (16) (48)
Fair value of plan assetsat end Of YEar ........cccevvieerieiriieree e 5,713 20,150 20 26
Amounts recognized in the balance shests:

FUNAEA SLBLUS ...ttt e e e e e et e e e e e e e e e e e e e seenaennaeas 497 4,223 566 1,568
Net transition Obligation ..........ccooeerierr e (1,346) (106) (19) (386)
Prior service cost and actuarial TeSUILS..........eervieerierr e (438) 417 69 70
Accrued benefit liability (Prepayment) ........cccoceieerreereere e (1,287) 4,534 621 1,252
Additional minimum Hability .......ccoeorieeieee s 865 331 9 273
Net projected liability (prepayment) recognized..........ccooververeieeneenn e Ps (422) 4,865 630 1,525

* OPB includes the cost and obligations of seniority premiums, severance payments, health care and lifeinsurance benefits.

At December 31, 2004 and 2005, the combined actual benefit obligation (“ABO”) of pensions and other postretirement benefits,
equival ent tothe PBOnot consi dering sal ary i ncreases, amounted to Ps5,862 and Ps23,234, respectively. Anadditiona minimum liability
isrecognized in those individual cases when the ABO less the plan assets (net actud liability) islower than the net projected liability.
The Company recognized minimum liabilities against intangible assets for approximately Ps874 in 2004 and Ps604 in 2005.
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Net transition obligations, prior service costs and net actuarial results are amortized over the estimated service life of the employees
under plan benefits. As of December 31, 2005, the average estimated service life for pension plans is approximately 15.2 years, and
for other postretirement benefits is approximately 13.3 years.

As of December 31, 2004 and 2005, the consolidated assets of the pension plans and cother postretirement benefits are valued a their
estimated fair value and are aggregated as follows:

2004 2005
FiXEO-INCOME SECUITIES. ...ttt e e oottt e e e e e e e e e e e e e e e e eeeeeeeseeaeeaeaaeesseasseneasessaann, Ps 1,861 8,653
MArKELADI @ SECUITIES. ...ttt e e e et e e e e e e e e e et e e e e s e e aaeeaaeeeesseeeeaaeessasssennasessaann, 3,354 9,605
Private funds and OtheEr INVESLMENTS .........eeiieee ettt e e e e e e e e e e e e e e e e e e e e e s s eereeneaeeesaann, 518 1,918

Ps 5,733 20,176

As of December 31, 2005, estimated future benefit payments for pensions and other postretirement benefits during the next ten years
are as follows:

2005
2006 ... e e e R AR e RS RS RS eE e eR SR e RS RS E e eR e eEe e R e e Re R e eReeReeaeeae e sa e r e sae s Ps 1,442
2007 .. e e e RS RS E SR AR SRR RS RS R e R e R e R e R e R e eR e ea e R aeeaesr e r e 1,405
200B ... e e e e e RS RS E e RS RS RS E SR RS eE SRS R e eR e Ee e Ee e R e e R se e Reeaeeae e e r e 1,484
2009 ... e e RS E e A RS E SR RS eE SRS R e e R e R e e R e e R e R e e e e e e Reeae e r e e s 1,469
240 1 O TP T PO U TP PP 1,561
2000 2005..... e e R RS RS R R RS RS E e R R R R R e R e e a e r e r e sne s 8,204

CEMEX appliesreal rates (nomind rates discounted for inflation) in the actuarial assumptions used to determine pensions and other
postretirement benefit liabilities. The most significant assumptions used in the determination of the net periodic cost are summarized
asfollows:

2003 2004 2005
Range of discount rates used to reflect the obligations’ present value .................... 3.0%t07.0% 45%t080% 3.5%1t055%
Weighted average rate of return on plan aSSetS........ccovvereeeeeneeneeee e 7.8% 7.8% 6.7%
Weighted average rate of salary iNCreases..........ooveeeriereeinneene e 7.8% 7.8% 3.2%
15. STOCKHOLDERS’ EQUITY
A) COMMON STOCK
The Company’s common stock as of December 31, 2004 and 2005 is as follows:

2004 2005 (4
Shares Series A (1) SeriesB (2) Series A (1) SeriesB (2)

Subscribed and paid shares...........ccocoveeivieiciceenenns 7,407,268,488 3,703,634,244 7,676,571,754  3,838,285,877
Treasury ShareS (3) ..ccoeeeevereerereeereeeseeneseseeeeseeseseenas 498,267,340 249,133,670 213,087,000 106,543,500
Unissued shares authorized for Stock Option Plans..... 215,921,248 107,960,624 213,530,982 106,765,491

8,121,457,076 4,060,728,538 8,103,189,736  4,051,594,868

(1) Series “A” or Mexican shares must represent at least 64% of capital stock.

(2) Series“B” or free subscription shares must represent at most 36% of capital stock.

(3) Includes the shares issued pursuant to the ordinary stockholders’ meeting of April 28, 2005 that were not subscribed.
(4) Includesthe effect of the stock split approved in 2005.

Of the total number of shares, 6,534,000,000 in 2004 and 2005 correspond to the fixed portion, and 5,648,185,614 in 2004 and
5,620,784,604 in 2005 to the variable portion.

On April 29, 2004, the annual stockholders” meeting approved: (i) a reserve for share repurchases of up to Ps6,000 (nominal amount);
(i) an increase in the variable common stock through the capitalization of retained earnings of up to Ps4,169 (nominal amount),
issuing shares as a stock dividend for up to 600 million shares equivalent to up 200 million CPOs, at a subscription price of Ps53.129
(nomind) per CPO, or instead, stockholders could have chosen to receive Ps2.35 (nomina amount) in cash for each CPO. As a
result, shares equivaent to 75,433,165 CPOs were subscribed and paid, representing an increase in common stock of Ps3, considering
anominal value of Ps0.0333 pesos per CPO, and in additiona paid-in capital of Ps4,279, while an approximate cash payment through
December 31, 2004 was made for Ps161; and (iii) the cancellation of the corresponding shares held in the Company’s treasury.
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On April 28, 2005, the annual ordinary stockholders’ meeting approved: (i) a reserve for share repurchases of up to Ps6,000 (nominal
amount); (ii) an increase in the variable common stock through the capitalization of retained earnings of up to Ps4,815 (nominal
amount), issuing shares as a stock dividend for up to 360 million shares (before the split) equivalent to up 120 million CPOs, at a
subscription price of Ps66.448 pesos (nomind) per CPO, or instead, stockholders could have chosen to receive Ps2.60 pesos
(nomina amount) in cash for each CPO. As aresult, shares equivalent to 66,728,250 CPOs were subscribed and paid, representing an
increase in common stock of Ps2, considering a nominal vaue of Ps0.0333 pesos per CPO, and in additional paid-in capita of
Ps4,535, while an approximate cash payment through December 31, 2005 was made for Ps380; and (iii) the cancdlation of the
corresponding shares held in the Company’s treasury.

On April 28, 2005, the annual extraordinary stockholders’” meeting approved a stock split, which became effective on July 1, 2005. In
connection with the stock split, each of CEMEX's series “A” shares was surrendered in exchange for two new series “A” shares, and
each of CEMEX's series “B” shares was surrendered in exchange for two new series “B” shares. The proportional equity interest of
the stockholders did not change as aresult of the stock split.

B) RETAINED EARNINGS

Retained earnings as of December 31, 2005 include Ps99,537 of earnings generated by subsidiaries and affiliated companies that are
not available to be paid as dividends by CEMEX until these entities distribute such amounts to CEMEX. Additiondly, retained
earnings as of December 31, 2005 include a share repurchase reserve in the amount of Ps5,737. Net income for the year is subject to
a 5% allocation toward a legal reserve until such reserve equals one fifth of the common stock. As of December 31, 2005 the legal
reserve amounted to Ps1,526.

C) EFFECTSOF INFLATION

The effects of inflation on majority interest stockholders’ equity as of December 31, 2005 are as follows:

Inflation

Nominal  a4jygment  Total
COMIMON SEOCK ...ttt ettt e e e e e e et e e e e e e e e e e eeeeeseeeaaeaeeeesssaasseeseaeesssasssnnneesessaansnnnns Ps 64 3,735 3,799
Additional paid-in CPItA ........cvereiesi e e 28,506 18,627 47,133
DefiCit iN QUITY FESEEMENT .......ieee ettt e ee e e neeeneesneenseenne s - (75,329)  (75,329)
Cumulativeinitial deferred income tax effeCtS........cccvoeiierieieneee e, (4,698) (1,152) (5,850)
e 101 0 == 10 o SRS 63,396 48,770 112,166
INEBE TNCOMEL ...ttt ettt e e e e e e et e e e e e e e e aeeeeeessaasaaaeeeeessaaeseeneaeessseassenneaees, Ps 22,817 (392) 22,425

D) FOREIGN CURRENCY TRANSLATION

The foreign currency trandation results recorded in stockholders’ equity as of December 31, 2003, 2004 and 2005, are summarized
as follows:

2003 2004 2005
Foreign currency translation adjUSIMENt .........ccvieerierriiese e Ps 5,267 3,117 (5,174)
Foreign exchange gain (10SS) (1) «.eveeeeeeereerrrieeseererseesieeseeseeseeeneesseesseeseeeneesseessesneesseeseens (1,594) 156 1,414

Ps 3673 3,273 (3,760)

(1) Foreign exchange gain (loss) resulting from the financing identified with the acquisitions of foreign subsidiaries.

The foreign currency translation adjustment includes foreign exchange results from financing related to the acquisition of foreign
subsidiaries made by the Company’s subsidiary in Spain, representing a gain of approximately Ps61, a gain of Ps3 and a loss of Ps11,
in 2003, 2004 and 2005, respectively.

E) PREFERRED STOCK

In October 2003, CEMEX repurchased the remaining balance of preferred stock of U.S.$650 (Ps7,444), which was to mature in
February and August 2004. The preferred stock was issued in 2000 by a Dutch subsidiary for U.S.$1,500 with an origina maturity in
May 2002. The preferred stock was mandatorily redeemable upon maturity and granted its holders 10% of the subsidiary’s voting
rights, as well as the right to receive a guaranteed variable preferred dividend, and the option, in certain circumstances, to subscribe
for additional preferred stock or common shares for up to 51% of the subsidiary’s voting rights. Until its liquidation, this transaction
was included as minority interest. Preferred dividends declared for approximately U.S.$13 (Ps147) in 2003 were recognized as part
of minority interest in the consolidated income statement in that period.
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In October 2004, CEMEX liquidated the remaining capita securities for approximately U.S.$66 (Ps705). The capita securities were
issued in 1998 by a Spanish subsidiary for U.S.$250, with an annual dividend rate of 9.66%. In April 2002, through a tender offer,
U.S.$184 of capita securities were repurchased. The amount paid to holders in excess of the nomina amount of the capital securities
pursuant to the early retirement of approximately U.S.$20 (Ps229) was recognized against stockholders’ equity. During 2004 and
until its termination, as a result of the adoption of new accounting principles, this transaction was recognized as financial debt.
Preferred dividends declared in 2003 were recognized in the income statement as minority interest of approximately U.S.$6 (Ps75).
Meanwhile, preferred dividends declared during 2004 of U.S.$6 (Ps63), were recognized in earnings as part of financial expenses

F) OTHER EQUITY TRANSACTIONS

In December 2004, 13,772,903 appreciation warrants (“warrants”) remaining from the public purchase offer that took place in
December 2003, and which was concluded in January 2004, were settled upon maturity. Through the prior offer 90,018,042 warrants
were repurchased at a purchase price of Ps7.8 pesos per warrant (Ps38.80 pesos per American Depositary Warrant or ADW).
Considering the results of the purchase of warrants in January 2004, the expiration in December 2004, and the direct expenses rel ated
to these transactions, approximately Ps1,010 was paid. This amount was recognized against stockholders’ equity within additional
paid-in capital. At the end of 2003, CEMEX announced a public offer to purchase in cash up to 90,018,042 warrants in the Mexican
Stock Exchange (“MSE”), and warrants represented by ADWSs, each ADW representing five warrants, traded on the New Y ork Stock
Exchange (“NYSE”). The warrants purchased pursuant to the offer represented approximately 86.73% of the then total outstanding
warrants and included approximately 34.9 million warrants owned by or controlled by CEMEX and its subsidiaries.

The warrants and ADWSs were originaly issued in 1999 by means of a public offer on the MSE and the NY SE, in which 105 million
warrants and warrants represented by ADWs were sold. Each ADW represented five warrants. The warrants permitted the holders to
benefit from the future increases in the market price of the Company’s CPOs above the strike price, which as of December 31, 2003
was approximately U.S.$5.45 per CPO (U.S.$27.23 per ADS). The benefit was settled in CPOs. Until September 2003, the CPOs and
ADSs required to cover exercises of warrants were held in equity forward contracts with financid institutions. These forward
contracts were settled in October 2003 as a result of a simultaneous secondary equity offering, made by the Company and the banks
holding the shares.

In addition, in December 2003, through the payment of approximately U.S.$76 (Ps869), CEMEX exercised the option that it retained
and repurchased the assets related to a financial transaction through which, in December 1995, CEMEX transferred assets to a trust,
while simultaneoudly investors contributed U.S.$124, in exchange for notes representing a beneficia interest in the trust. During the
life of the transaction and until maturity in 2007, periodic repurchases of the assets underlying in the trust were stipulated. CEMEX
maintained an option to reacquire the related assets at different dates. The cost of retaining this option was recognized as interest
expense for approximately U.S.$15 (Ps166) in 2003. Until its settlement in December 2003, this transaction was included as part of
theminority interestin stockholders’ equity.

G) COMPREHENSVE NET INCOME
For the years ended December 31 2003, 2004 and 2005, consolidated comprehensive net income is as follows:

2003 2004 2005

M Ority INTErESt NEL INCOME ....cueieeeieeie et e st e e et e st nee e e steeaesreesseeneeeseesseeneesneeneeennen, Ps 7,201 13,965 22,425
Effects from holding NON-mMONEtary aSSELS.........civerierriiere e e, (3,498) (2,759) 5,558
Foreign currenCy translatiion FESUILS...........ceiiereieere et nee e e, 5,267 3,117 (5,174)
Capitdized foreign exchange result (NOtE 15D) ......ocvereveeerieereeesee e eee e ee e e, (1,594) 156 1,414
Hedge derivative instruments (NOteS 12 aNd 17).....ccvevueieereereieesie e e e e e ee e see e, 467 2,300 2,8%4
Deferred IT of the year recorded in stockholders’ equity (note 18) .......cccvvrverieenvrieerieenennens (219) 685 1,745
Excess of price paid over book value of minority interests..........coovevviervencn e, - (958) -

Settlement of eqUItY INSITUMENES .........coiiiiiiee et esee e sreenen, (666) - -

Cumulativeinitial effects of asset retirement obligations..........c.cccvvverieiriiierr e, (87) - -

INflation EffECt ON EQUITY L......eeoe et e eesneenee e, (94) 7 -

Total comprehenSIVE INCOME ITEIMIS ......coiuiiieieerie e et ee st e ste et e e et seeesaeenee e sreeneeeneens (424) 2,548 6,437
Mg ority COMPreheNSIVE NEL INCOME. ... ..ueiiieieieese et e st nee e ee e sreeneeenee s 6,777 16,513 28,862
T aTo 1 YT 010 = USSP 348 224 584
ComMPreneNSIVE NEL INCOME. ... .ouiiueeiieereeeeestee st eeesteeseeaeesseeseeaseesseesaeeneesseenseaneesseenseeneesseenen Ps 7,125 16,737 29,446

1 Reatesto the adjustment resulting from the use of the weighted average inflation index for the restatement of stockholders’ equity and the use of
theindex of inflation in Mexico to restate common stock and additional paid-in capital (note 3B).

F-27



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

16. EXECUTIVE STOCK OPTION PROGRAMS

In May 2005, as aresult of change of control clauses, the existing executive stock option and share programs in RMC Group p.l.c. as
of the acquisition date were liquidated through the payment of approximately £40 million (U.S.$69 or Ps735). This amount was
included as part of the purchase price of RMC. Except for the stock option program of the Irish subsidiary mentioned in the last
paragraph of the caption below, there are no other stock option programsin subsidiaries of CEMEX that were acquired in 2005.

Equity Programs

From June 1995 through June 2001, CEMEX granted stock options with a fixed exercise price in pesos (“fixed program”), equivalent
to the market price of the CPO at the grant date and with atenure of 10 years. Exercise prices are adjusted for stock dividends. The
employees option rights vested up to 25% annually during thefirst four years after having been granted.

As mentioned in note 3R, in 2005, CEMEX adopted IFRS 2 to account for its stock option programs. According to IFRS 2, the
Company’s fixed program qualified as equity instruments, and no cost was recognized, considering that all options were fully vested
as of the adoption date of IFRS 2. During 2004 and 2005, the new CPOs issued pursuant to exercise of these options generated an
additional paid-in capital of approximately Ps64 and Ps18, respectively, and increased the number of shares outstanding.

The information related to options granted under the Company’s fixed program, for the years ended December 31, 2004 and 2005, is
summerized as follows:

Options Fixed Program

Options at the beginniNg Of 2004 ............eeiieie et eree st e e et e e et este e e e steeneeaseesseensesseesseenseaneesseenseaneessens 4,689,335
Changesin 2004:

(@] 01110 = (o = SRS (1,998,466)
Options at the €N Of 2004....... .o e et e st e et eesteete e e e steeeeeseesseeseaneesseeeeaneesseenseanennsens 2,690,869
Changesin 2005:

(@] 011700 Yoz 19 To:= 1 = OSSPSR (1,241,345)
(@] 01110 = (o = SRS (469,224)
Options at the €N Of 2005........ecueeiieie e ree et e e ste e s teesteaseeste e teaseesseeseaneeaseeseaneeaseeeeaneesseensesneessens 1,080,300
Exercise prices:

Options outstanding at the beginning 0f 2005 * ..........oociiieir e e e e st see e e sreeneeeneesrens Ps15.1
Options exercised dUNNG tNE YEA * .........oiiee ettt e sttt e e teeree s e steeneesneesseeeeaneesseeseenennsens Ps15.0
Options outstanding at the end Of 2005 ..........ccueiieieiereere e ee e see e seeeree e steeseesseesseensesneesseenseeneeasens Ps14.5

*  Weighted average exercise prices per CPO. Pricesinclude the effects of the stock split (note 15A).

Considering the anti-dilution adjustments to options, resulting from the stock split and stock dividends declared by CEMEX, as of
December 31, 2005, there are 1,355,587 CPOs underlying the outstanding options under the fixed program.

In addition, as of December 31, 2005, CEMEX’s subsidiary in Ireland, Ready Mix, Ltd., acquired on March 1, 2005 as part of the
RMC acquisition, has 1,640,000 options outstanding under an executive option plan in the subsidiary’s own shares. The average
exercise price of these options is approximately 1.35 Euros per option. The market price of the subsidiary’s share as of December 31,
2005 was 2.35 Euros.
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Liability Programs

According to IFRS 2, those executive option programs in which the Company, through the exercise of the option, commits to pay the
executive the intrinsic value of the options are classified as liahility instruments. These programs are valued at their estimated fair
value as of the date of the financia statements, recognizing changes in fair value through the income statement. As of December 31,
2004 and 2005, the information of those programs, which do not generate dilution to existing shareholders, is summarized as follows:

Options ero?;witse?A) prvo;:rlnbl(eB) Smal(g e
Options at the beginning Of 2004 ...........cooriiriiere e - 120,916,763 15,258,520
Changesin 2004:
(@] 011101 Y0 = 10 1= 5SS 273,582,522 14,554,323 5,485,010
(@010 Y 1= I (121,517,922) (132,393,239) (1,489,010)
Optionsa the end of 2004.........c.oooiiirrereee e 152,064,600 3,077,847 19,254,520
Changesin 2005:
(@] 0111014 Y0 - 10 1= S - - 1,859,000
(@] 011101 Y= (v = S (135,254,554) (592,848) (4,475,460)
Options a the end of 2005.........c.coei e 16,810,046 2,484,999 16,638,060
Exerciseprices:
Options outstanding at the beginning of 2005 * ...........cccoeeeieeecece e, U.S$3.7 U.S$2.6 U.S$25
Options exercised during the YEar * ...........cccveeeieeieeeceeere e U.S$3.6 U.S$2.7 u.s$24
Options outstanding at the end of 2005 *...........ccccceviieeeeeeeecee e U.S.$3.8 U.S.$2.7 U.S.$2.6

* Weighted average exercise prices per CPO. Pricesincludethe effects of the stock split (note 15A).

Considering the anti-dilution adjustments to the options, resulting from the stock split and stock dividends declared by CEMEX, as of
December 31, 2005, there are 40,599,334 CPOs underlying the outstanding options under the restricted and variable programs.

A) Restricted Programs

In January 2005, the 1,190,224 options then outstanding as a result of the exchange which occurred in February 2004 and that
contained a mandatory exercise condition, were automatically exercised when the CPO market price reached the level of U.S.$3.75.

Likewise, in June 2005, 131,996,243 options that contained a mandatory exercise condition, of which 11,168,873 options were
granted in June 2004 and 120,827,370 options were issued in the exchange which occurred in December 2004, were automatically
exercised when the CPO market price reached the level of U.S.$4.25. As a reault of the mandatory exercises of options occurred
during 2005, the Company recognized a cost of approximately U.S.$177 (Ps1,880) in the income statement of the period.

In February 2004, through a voluntary option exchange program, 112,495,811 options from the variable program and 1,625,547
options from other programs were redeemed, and 122,708,146 new options were granted with aremaining tenure of 8.4 years. These
options had an initial exercise price of U.S.$2.53 per CPO, which increased annually at a 7% rate, and included a mandatory exercise
condition when the CPO price reached U.S.$3.75. The gains obtained by the employees were paid in the form of CPOs, which were
acquired at a 20% discount to market. These CPOs were restricted for sale for an approximate period of four years, depending on the
exercise date. This program was intended, by limiting the potential for gains, to be an improved hedge through equity forward
contracts (note 17). As consideration to the employees resulting from the mandatory exercise condition and the sale redtriction,
CEMEX paid in 2004 U.S.$0.10 per option, net of taxes.

In addition, in December 2004, through a voluntary early exercise program, 16,580,004 options from the variable program,
120,827,370 options issued in the exchange of February 2004 and 399,848 options from other programs were redeemed, through the
payment of the options’ intrinsic value, and the issuance of 139,151,236 new options with an initial exercise price of U.S.$3.73 per
CPO, which increased annualy at a 5.5% rate and had a remaining tenure of 7.5 years, of which, 120,827,370 options included a
mandatory exercise condition when the CPO price reached U.S.$4.25, while the remaining 18,323,866 options do not have exercise
conditions. Theinitia exercisepricewasU.S.$0.25 higher than the CPO market price at the early exercise date. Theintrinsic value was
paid in the form of CPOs, which were restricted for sale for a period of four years from the exercise date. This early exercise was
intended to make a more efficient hedge through equity forward contracts (note 17). The cost of the early exercise of approximately
U.S.$61 (Ps653) wasrecogni zedin earningsintheyear 2004. As consideration to the empl oyees resulting from the initial exercise price
being above market, themandatory exercisecondition and the sale restriction, CEMEX paid in 2005 U.S.$0.11 per option, net of taxes.

B) Variableprogram

In November 2001, by means of a voluntary exchange program for options granted under the fixed program, CEMEX initiated a
stock option program with exercise prices denominated in U.S. dollarsincreasing a annually at a 7% rate, through the payment of the
options’ intringc value and the issuance of 88,937,805 new options. In the exchanges of February 2004 and December 2004,
129,075,815 options granted under the variable program were exerdised.
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C) Special program

Starting in 2001, a stock option program to purchase CEMEX ADSs was established in the United States. The options granted have a
fixed exercise price in dollars and tenure of 10 years. The employees’ option rights vest up to 25% annually after having been
granted. The options exercises are hedged using ADSs currently owned by subsidiaries, potentially increasing stockholders’ equity
and the number of shares outstanding. The amounts of these ADS programs are presented in terms of equivalent CPOs (ten CPOs
represent one ADS).

D) Number of optionsby exercise price

Fixed program Special program Restricted program Variable program
301,730 - Ps10.4 2,341,510 - US$2.3 16,810,046 - US$3.8 1,624,896 - US$2.7
72,893 - Ps12.0 3,476,190 - US$2.7 - 386,703 - US$3.0
150,944 - Psl15.7 4,045,250 - US$1.9 - 67,295 - US$2.4
155,099 - Psl14.2 4,916,110 - US$2.8 - 347,363 - US$2.2
153,189 - Ps17.4 1,859,000 - US$3.8 - 58,742 - US$2.6
246,445 - Ps18.3 - - 1,624,896 - US$2.7

As of December 31, 2005, the options from the fixed, specid, restricted and variable programs have a remaining average tenure of
2.7 years, 7.5 years, 6.5 years and 6.3 years, respectively. Likewise, the employees’ option rights under such programs are vested in
100%, 49.3%, 100% and 85.3%, respectively.

In addition, as of December 31, 2005 there are 5,000 remaining options from voluntary programs sold to executives in April 2002.
These options have an exercise price of U.S.$3.05 per CPO and aremaining tenure of approximately 2 years.

E) Optionshedging activities

In December 2005, CEMEX negotiated a derivative instrument in its own shares, by means of which, through a prepayment of
U.S.$145 (Ps1,540), CEMEX secures the appreciation over 25 million CPOs, sufficient to hedge cash flows from the exercise of
options in the short and medium term. As of December 31, 2005, the fair value of thisinstrument was a gain of approximately U.S.$3
(Ps32) recognized in earnings.

Beginning in 2001 and until September 2005, CEMEX hedged most of its stock option programs through forward contracts in its
own stock (note 17A), negotiated to guarantee that shares would be available at prices equivalent to those established in the options,
without the necessity of issuing new CPOs into the market; therefore, these programs do not increase the number of shares
outstanding and consequently do not result in dilution of the basic earnings per share. The equity forward contracts were fully settled
during September 2005 through a secondary public offer (note 17A).

Commencing in 2005, as a result of the adoption of IFRS 2, CEMEX recognizes the cost of its option plans that qualify as liability
instruments through the fair value of the options as of the balance sheet date (note 3R). For the year ended December 31, 2005, the
income statement includes the cumulative effect from the adoption of IFRS 2, which represented an expense of approximately Ps992
(Ps860 net of IT). Beginning in 2001 and until September 2005, CEMEX recognized the cost of its stock option programs, except
for its fixed program, through valuing the intrinsic value of the options as of the balance sheet date.

In addition, during 2005, the Company recognized an expense of approximately U.S.$41 (Ps435), resulting from changes in the fair
value of the options after the adoption of IFRS 2 until year-end. Moreover, for the years ended December 31, 2003 and 2004, and
during 2005 before the adoption of IFRS 2, the expense arising from the options measured by the intrinsic value was approximately
U.S$45 (Ps519), U.S$51 (Ps541) and U.S.$116 (Psl,232), respectively. Likewise, the Company recognized in the income
statement the changes in the estimated fair value and the cash flows generated by the settlement of the equity forward contracts
designated as hedges for these plans (note 17A), which resulted in a loss of approximately U.S.$28 (Ps321) in 2003, a gain of
approximately U.S.$45 (Ps479) in 2004 and a gain of approximately U.S.$422 (Ps4,482) in 2005. The gains or losses resulting from
the hedging instruments negotiated in the Company’s own stock are recognized in addition to the expense related to the stock option
programs.

The fair value of the options was determined through binomial option pricing models. As of December 31, 2005, the most important
assumptions used in valuation are the following:

Assumptions 2005
Y4 1= 1= 0 I 1AV o (= oo SRS 3.8%
WO @EITEY -ttt ettt b bt e e e e e e e e e e e e £ e e e R e £ e R e R e A e R e R e R e R e R e R e e e R e n e nennennennenas 35%
QL= (=S A = OOV PR PP PRSP 4.4%
Weighted average reMaiNiNG tENUNE...... .. ..eiiereeeeseesee e s eeseeeeesteeseeaseesseenseaneeaseeeeaneesseenseaneesseenseaneesseenseenenssessseans 6.8 years

During 2005, CEMEX only granted options under its special program. The other digible executives received a salary bonus,
recognized in operating expense, which was used by the executives to purchase CPOs in the market. These CPOs are held in an
employees’ trust during a restriction for sale period of approximately 4 years.
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17. DERIVATIVE FINANCIAL INSTRUMENTS

As of December 31, 2004 and 2005, the Company’s derivative financial instruments, other than those related to financial debt (note
12), are summarized as follows:

2004 2005
Millions of dollars Notional amount Fair value  Notional amount  Fair value
A) Equity forward CONtractS.........cevevreeneennseeseenennnens 1,157 66 - -
B) Foreign exchange instruments..........cccocevveevseenennne 4,898 63 3,200 173
C) Derivativesrelated to energy projects........ceeveeeneenns 168 (6) 159 (4)

Upon liquidation and at CEMEX’s option, the equity forward contracts allowed for physical or net cash settlement of the estimated
fair value. In 2005, the fair value effects related to these instruments were recognized in the income statement, while in 2004, such
effects were recognized in the income statement or as part of stockholders’ equity, according to their characteristics and use. At
maturity, if these forward contracts were not settled or replaced, or if the Company defaulted on the agreements established, this
might have had an adverse affect on the Company’s stock market price or its ability to operate.

A) On October 3, 2005, through a secondary equity offering agreed to by the Company, launched s multaneously on the MSE and

B)

the NYSE, financid ingtitutions offered and sold 30,993,340 ADSs (22,943,340 ADSs and 80,500,000 CPOs) held through
forward contracts, at a price of approximatdy U.S.$49.5 per ADS and Ps53.9 per CPO. Of the tota sde proceeds of
approximately U.S.$1,500 (Ps15,930), net of the offering expenses, the financia institutions kept approximately U.S.$1,300 as
payment for the liquidation of the related forward contracts. The ADSs subject to the offer represented the entire amount of
shares subject to the forward contracts in the Company’s stock as of the offering date. This transaction did not increase the
number of shares outstanding. For the year ended December 31, 2005, considering the results of the secondary offer, as well as
those of the forward contracts initiated and settled during the year to hedge the exercises of options under the stock option
programs, CEMEX recognized in the income statement a gain of approximately U.S.$422 (Ps4,482), which was recognized in
addition to the expenses generated by the stock option programs (note 16E).

As of December 31, 2004, there were forward contracts with different maturities until October 2006, for a notional amount of
U.S.$1,112 covering 30,644,267 ADSs, which were designated to hedge the exercise of the options granted under the employee
stock option programs. Changes in the estimated fair value of these contracts were recognized in the income statement as a
complement of the cost generated by such programs. As of December 31, 2004, the estimated fair value of these contracts was a
gain of approximately U.S.$45 (Ps479).

During 2004, contracts representing 2,509,524 CPOs that were held to meet the Company’s requirements of shares under the
remaining warrants from the repurchase in 2003 were settled, resulting in a gain of approximately U.S.$3 (Ps28), recognized in
stockholders’ equity. In addition, in October 2003, through a secondary equity offering, forward contracts for a notional amount
of U.S.$461, covering 24,008,392 ADSs (120,041,960 CPOs) and 33.8 million shares of CEMEX’s subsidiary in Spain were
settled, resulting a net gain of approximately U.S.$20 (Ps223), which was recognized in stockholders’ equity. These contracts
were negotiated in 1999 to hedge future exercises under the 105 million warrants program (note 15F). These warrants were
subject to a voluntary repurchase offer by CEMEX in December 2003, and the remaining warrants expired in December 2004
(note 15F). From execution of the contracts until their settlement, the Spanish subsidiary’s shares underlying the contracts were
considered as owned by CEMEX.

In addition, during 2004, forward contracts covering 23,622,500 CPOs that hedged the purchase of CAH shares through
exchange of the Company’s CPOs (note 9A) were settled. Through this settlement, a gain of approximately U.S.$15 (Ps155) was
recognized in stockholders’ equity.

As of December 31, 2004, there were forward contracts with different maturities until January 2006, for a notional amount of
U.S.$45 that covered 1,364,061 ADSs. Until December 31, 2004, these contracts were treated as equity instruments; therefore,
changes in their fair value were recognized in stockholders’ equity when settled. During 2005, changes in the fair value of these
contracts were recognized against the income statement. As of December 31, 2004, the estimated fair value was a gain of
approximately U.S.$6 (Ps64).

In order to hedge financial risks associated with variations in foreign exchange rates, CEMEX has negotiated foreign exchange
forward contracts for notional amounts of U.S.$957 and U.S.$3,137, at December 31, 2004 and 2005, respectively, with different
maturities until 2007. These contracts have been designated as hedges of the Company’s net investment in foreign subsidiaries.
The estimated fair value of these instruments is recorded in stockholders’ equity as part of the foreign currency translation effect
(note 15D). In addition, as of December 31, 2004, there were foreign exchange options for a notional amount of U.S.$488, which
matured in June 2005. For the sale of these options, CEMEX received premiums of approximately U.S.$63 in 2003. The changes
in the estimated fair value resulted in losses of U.S.$57 (Ps605) in 2003, U.S.$19 (Ps205) in 2004 and U.S.$6 (Ps60) in 2005,
which were recognized in earnings. In addition, as of December 31, 2005 there is a foreign exchange forward contract for a
notional amount of U.S.$63, not designated as hedge, whose effects are recognized in earnings.
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In September 2004, in connection with the commitment to acquire RMC (notes 2 and 9A) that was denominated in sterling
pounds, CEMEX entered into a foreign exchange hedge program, oriented to hedge the variability in cash flows associated with
exchange fluctuations between the U.S. dollar, the currency in which CEMEX obtained the proceeds, and sterling pounds. For
this purpose, the Company negotiated foreign exchange forwards, collars and digita options, for a combined notional amount of
U.S$3,453. These contracts were designated as accounting hedges of the foreign exchange risk associated with the firm
commitment agreed on November 17, 2004, the date on which RMC’s shareholders committed to sell their shares at a fixed
price. Changesin the estimated fair value of these contracts from the designation date, which represented a gain of approximate
U.S.$132 (Ps1,411), was recognized in stockholders’ equity in 2004 and was reclassified to earnings in 2005 on the purchase
date. Changes in the estimated fair vaue of these contracts from their origination until their designation in 2004 as hedges, were
again of approximately U.S.$102 (Ps1,094), which was recognized in earnings in 2004.

C) As of December 31, 2004 and 2005, CEMEX had an interest rate swap maturing in May 2017, with a notional amount of
U.S$159 and U.S.$150, respectively, negotiated to exchange floating for fixed interest rates in connection with agreements
entered into by CEMEX for the acquisition of electric energy (note 22F). During the life of the swap and based on its notional
amount, CEMEX will pay a LIBOR rate and will receive a 7.53% fixed rate until May 2017. In addition, during 2001, the
Company sold afloor option with a notional amount of U.S.$168 in 2004 and U.S.$159 in 2005, related to the interest rate swap
contract, pursuant to which, until 2017, CEMEX will pay the difference between the 7.53% fixed rate and the LIBOR rate. As of
December 31, 2004 and 2005, the combined fair value of the swap and the floor option represented losses of approximately
U.S.$6 (Ps67) and U.S.$4 (Ps44), respectively, recognized in earnings during the respective periods. The nominal amount of
both contractsis not aggregated, considering that there is only one notional amount with exposure to changes in interest rates and
the effects of one contract are proportionaly inverse to the changesin the other one.

The estimated fair values of derivative financia instruments fluctuate over time and are based on estimated settlement costs or
quoted market prices. These values should be viewed in relation to the fair values of the underlying instruments or transactions and
as part of the Company’s overall exposure to fluctuations in foreign exchange rates, interest rates and prices of shares. The notional
amounts of derivative instruments do not necessarily represent amounts exchanged by the parties and, therefore, are not a direct
measure of the Company’s exposure through its use of derivatives. The amounts exchanged are determined on the basis of the
notional amounts and other termsincluded in the derivative instruments.

18. INCOME TAX (IT), BUSINESS ASSETS TAX (BAT), EMPLOYEES’ STATUTORY PROFIT SHARING (ESPS) AND
DEFERRED INCOME TAXES

The income tax law in Mexico provides that companies must pay either IT or BAT depending on which amount is greater with
respect to their Mexican operations. Both taxes recognize the effects of inflation, athough in a manner different from Mexican
GAAP. ESPSis calculated on similar basis as IT without recognizing the effects of inflation.

A) IT,BAT AND ESPS

CEMEX and its Mexican subsidiaries generate IT and BAT on a consolidated bas's; therefore, the amounts of these itemsincluded in
the financiad statements, with respect to the Mexican subsidiaries, represent the consolidated result of these taxes. For ESPS
purposes, the amount presented is the sum of the individua results of each company.

Beginning in 1999, the determination of the consolidated IT for the Mexican companies considers a maximum of 60% of the taxable
income or loss of each of the subsidiaries. In addition, the taxable income of those subsidiaries that have tax loss carryforwards
generated before 1999 will be considered by the parent company according to its equity ownership. Beginning in 2002, in the
determination of consolidated 1T, 60% of the taxable result of the controlling entity should be considered, unlessit obtains taxable
income, in which case 100% should be considered, until the restated balance of the individual tax loss carryforwards before 2001 are
amortized. Beginning in 2002, anew IT law became effective in Mexico, establishing that the IT rate were scheduled to be decreased
by 1% each year, beginning in 2003, until the rate reached 32% in 2005. Neverthel ess, according to reforms approved to such law in
November 2004, the tax rate for 2005 will be 30%, 29% for 2006 and 28% starting in 2007. In addition, beginning in 2005, the
maximum of 60% for tax consolidation factor was eliminated, except in those situations when the subsidiaries would have generated
tax loss carryforwards in the period from 1999 to 2004, or the parent company from the period of 2002 to 2004. In those cases, the
60% factor will prevail inthe IT consolidation, until tax loss carryforwards are extinguished in each company.

The IT expense, presented in the income statements, is summarized as follows:

2003 2004 2005
CUITENE INCOME TBX .1+t envreveesteeeeeneesteeeeaeesteeeeaseesteeneesseesseenseaneeaseenseaneesseensesneesseensesneessenns Ps (1,645) (1,024) (2,440)
D1 (=0 1= o[ OSSO 518 (1,006) (1,124)
Effects of inflation (NOtE 3B) .......civeieieeeeeie et nee s 101 70 —

Ps  (L026)  (1,960)  (3,564)
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For the years ended December 31, 2003, 2004 and 2005, the total consolidated IT includes expenses of Ps1,423, Ps1,207and Ps1,413,
respectively, from foreign subsidiaries, and income of Ps397 in 2003, expense of Ps753in 2004 and expense of Ps2,151 in 2005 from
Mexican subsidiaries. In addition, the Company recognized a consolidated tax benefit, excluding deferred taxes, of Ps1,352, Ps1,302
and Ps1,548, in 2003, 2004 and 2005, respectively.

For its operations in Mexico, CEMEX has tax loss carryforwards, which, restated for inflation, can be amortized against taxable
income in the succeeding ten years. The tax loss carryforwards at December 31, 2005 are as follows:

Amount of Y ear of

Y ear in which tax loss occurred carryforwards expiration
0 SRS Ps 863 2011
0SSR 4,192 2012
00 SRS 596 2013
Ps 5,651

The BAT Law in Mexico establishes a 1.8% tax levy on assets, restated for inflation in the case of inventory and fixed assets, and
deducting certain liabilities. BAT levied in excess of IT for the period may be recovered, restated for inflation, in any of the

succeeding ten years, provided that the IT incurred exceeds BAT in such period. The recoverable BAT as of December 31, 2005 is as
follows:

Amount of Y ear of

Year in which BAT exceeded I T carryforwards expiration
R PSR RSURR Ps 177 2007
00 SRS 96 2015
Ps 273

B) DEFERRED IT AND ESPS (note 35)

Deferred IT for the period represents the difference in nomina pesos between the initial balance and the year-end balance. As of
December 31, 2004 and 2005, the IT effects of the main temporary differences that generate the consolidated deferred IT assets and
liabilities are presented bel ow:

2004 2005
Deferred tax assets and liabilities 1:
Tax loss carryforwards and other tax creditsto beamortized ..........cccoeovioeiieiiicnie e Ps 12,728 13,788
Accounts payable and aCCrUEd EXPENSES ........cueiieereeeereereesee e see e steeseesreesteeneesseeseeeneesseeneeenes 3,684 3,890
Trade 8CCOUNES TECEIVADIE..........eiuiiiiiiiiieriere et sb bbb b bbb e 104 217
OLNETS.... bbb bbb bR R bbbt b bbb bbb b re e — 589
TOtal AEfEITEU LAX BSSELS. ...ttt ettt e e e e e e e et e e e e e e e e e e e e e s e e eaeaeeaeeeaans 16,516 18,484
LesS— VaUuation @llOWAINCE.........coieie et see e teeneeeneesteeeesneenreens (4,127) (5,665)
INEL AEFEITEI LAX BSTEES ...ttt ettt e e e e e et e e e e e e e e e e e e e s e ea s aneeaeesseessannaaaeessaanens 12,389 12,819
Properties, plant and €QUIPMENT........cviieiiee et e e e st eneeenee e eneeeneesseens (19,953) (27,957)
LAY 01 =PRSS (150) (16)
(107 SRS (2,489) (7,068)
Total deferred tax [iahilitiES.........coiee e (22,592 (35,041)
Net deferred tax position (lHability) .....ccooeeriere e (10,203) (22,222)
Less— Deferred IT of acquired subsidiaries at the acquisition date...........cocveeereenvnienieenn e (4,614) (17,386)
Total effect of deferred IT in stockholders’ equity at end of year........c.ccvovrvereiienieeninie e (5,589) (4,836)
Total effect of deferred IT in stockholders’ equity at beginning of year.........cccoeevvrivenvrineiieeneennn (5,268) (5,589)
Changein deferred IT for the PENOU.........c.eeiieie e Ps (321) 753

1 Bulletin D-4 does not allow the offsetting of deferred I T assetsand liabilitiesrelating to different tax jurisdictions.
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For the years ended December 31, 2003, 2004 and 2005, the breakdown of the change in consolidated deferred income tax for the
period is asfollows:

2003 2004 2005
Deferred IT charged (credited) to the income StAEMENt..........ccevvereiiereee e Ps 518 (1,006) (1,124)

Changes in accounting principles

........................................................................................... _ _ 132
Deferred IT applied directly to stockholders” €qUILY 2 .......cecveerereriererieeiieeseeesieeesieeeseee e (219) 685 1,745
Changein deferred IT for the PEriod...........vevi e Ps 209 (321) 753

2 Bulletin D-4 states that all items whose effects are recorded directly in stockholders’ equity should be recognized net of their deferred income tax
effects.

The Company’s management considers that sufficient taxable income will be generated as to realize the tax benefits associated with
the deferred income tax assets, and the tax loss carryforwards, prior to their expiration. In the event that present conditions change,
and it is determined that future operations would not generate enough taxable income, or that tax strategies are no longer viable, the
valuation alowance would be increased and reflected in the income statement.

Temporary differences between net income of the period and taxable income for ESPS generated expense of Ps71 in 2003, expense
of Ps203 in 2004 and income of Ps178 in 2005, reflected in the income statement of each period.

C) EFFECTIVE TAX RATE
The effects of inflation are recognized differently for IT and for accounting purposes. This situation, and other differences between
the book and the IT basis, arising from the severa income tax rates and laws in each of the countries in which CEMEX operates, give

rise to permanent differences between the approximate statutory tax rate and the effective tax rate presented in the consolidated
income statement, which for the years ended December 31, 2003, 2004 and 2005 are as follows:

2003 2004 2005

% % %
Approximated consolidated StAIULOrY TaX FAE........ccvierreereeeeseenee e e esee e e ee e see e sreeneeenes 34.0 33.0 30.0
Additional deductions and other deductibleitems...........cooviierieie e (15.8) (21.6) (10.7)
Expenses and other non-deductibl@ itEMS. ..........ooieii e 12 19 (1.4
Non-taxable sa e of marketable securities and fixed @SSELS..........ccevvierierr i - 0.4 (0.3)
Difference between book and taX inflalion ...........coov oo (0.3) 16 12
(107 S SRR (6.8) (31 (4.9)
Effective cONSOlidatet taX FBEE...........ccuiiiiiiiiiiie e 12.3 12.2 13.9

3 Includesthe effects for the different I T rates enacted in the countries where CEMEX operates, and the difference between the 2004 rate in Mexico
of 33% and those in effect in 2005 (30%) and 2006 (29%) until reaching a tax rate of 28% in 2007.
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19. GEOGRAPHIC SEGMENT DATA

The Company operates principally in the construction industry segment through the production and marketing of cement, ready-mix
concrete and aggregates.

The following table presents, in accordance with information analyzed for decision-making by management, selected condensed
financial information, referring to the main countries or regions in which CEMEX operates, and includes new operations resulting
from the acquisition of RMC for the ten-month period ended December 31, 2005.

Selected financial information by geographic segment for the years ended December 31, 2003, 2004 and 2005, is presented bel ow:

Net Sales1 Operating Income
2003 2004 2005 2003 2004 2005

North America

MEXICO ...ttt ettt ettt ettt et e eveeerae s Ps 30,102 31,196 33,732 11,593 11,707 10,734
UNITE SEALUS 2 ..ttt 19,836 21,097 43,441 2,344 2,776 7,145
Europe

S o 11 o SRR 13,910 14,741 16,098 3,037 3,582 3,819
United Kingdom .......cccoooeiienrieeere e - - 16,299 - - 567
ReSt Of EUMOPE4.....veeiie e - - 28,837 - - 1,795
Central and South America and the Caribbean
VENEZUEIA.... .ottt ettt 3,652 3,742 4,399 1,218 1,169 1,432
COlOMDIA. ...cecvieiiiecire ettt 2,530 2,620 2,664 1,052 1,194 362
Rest of Central and South America and the Caribbeans.. 6,794 7,357 7,195 1,202 1,685 685
Africaand Middle East

01 o U 1,542 2,028 2,806 341 613 1,045
Rest of Africaand Middle East6..........cccoveeeeeeeieecennnne. - - 2,981 - - 100
Asia
PhiliPPIiNES.....cvi e 1,536 1,617 2,039 (145) 289 437
RS 0L - T - - 1,019 - - (18)
OthErS8 ...t 9,602 10,587 14,145 (3977) (3,232) (1,694)
89,504 94,985 175,655 16,665 19,783 26,409
ElimMiNations .......cccoveiviesiere e (7459 (7,923) (12,946) — — —
Consolidated.........ooovieiiiicieecee e Ps 82045 87,062 162,709 16,665 19,783 26,409
Depreciation and Amortization 9 2003 2004 2005

North America

Y (oo J Ps 1,676 1,743 1,654
UNITEO SEAEES2 ...ttt ettt ettt et e et e et e et e e e beesateesabeeebeeebeeateesabeesaseaaseeantenansansnseanns 2,051 2,266 3,204
Europe

S0 1 S 1,395 1,387 759
L0103 (=70 I ST 0 o (oo PSP - - 986
RESE Of EUMOPE 4.ttt ettt ettt ettt ettt e et e e s st e e b ee e be e e teeemeeeameeasseeanbeeanseaanneanns - - 1,771
Central and South America and the Caribbean
VENEZUEIAL ...ttt ettt ettt e et e et e et e e e te e sateesbeeeebeeabeesaseesaseeabasebeeenteesasaeasneantenanres 647 568 560
COlOMDIAL ..ottt ettt e e et e et e e bt eete e e eteeeebeesateesaeeaebeeanbeesaseeaseeaabeeenbassnseasaseansenansensnseanns 846 413 369
Rest of Central and South America and the Caribbeans.............cccoooiiiiiicic e, 614 585 604
Africaand Middle East

01 o PSP 361 190 202
Rest of Africaand MiddIE BASE 6.........ccueeicuieiieeiii ettt et ettt et e v e ebe e e beeeara e - - 98
Asia

L 01T T 1 1= PP 453 374 227
RESE Of ASIA 7 ittt ettt ettt e et e e et e et e e e beesbeesaeeeebeeeebeeateesabeeeateeaseeanbeeateasnraanns - - 69
(@101 X FUTTT TR 1,402 1,633 1,088
(001010 110 7= (<o Ps 9,445 9,159 11,591
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Total assets and investment in fixed assets (“FA”) by geographic segment are summarized as follows:

Total Assets Investment in FA (11)
2004 2005 2004 2005

North America

Y (oo Ps 61,741 72,356 1,128 1,098
LT =0 S = (-2 42,936 72,256 1,174 1,721
Europe
S0 11 o 5 TSP 31,452 27,896 577 704
L0030 I ST T o (o0 o IR - 49,001 - 577
RESE OF BUMOPE 4.ttt ettt et e e e sae e sneeneeeneesnean - 48,531 - 1,466
Central and South America and the Caribbean
Venezuela 8,106 9,609 143 241
Colombia 8,785 8,728 98 79
Rest of Central and South America and the Caribbean 5 13,040 14,031 302 1,264
Africaand Middle East
5,796 6,930 89 100
- 2,522 - 73
7,692 6,734 25 38
4,035 4,587 33 53

80,120 88,631 1,009 1,044
263,703 411,812 4,578 8,458
ElMINGLIONS ...ttt e st e esreesee e e e sreeneeeneeenean (78,019) (127,584) — —
CONSOIIABEEM. ...ttt seeneseenesaeneas Ps 185684 284,228 4,578 8,458

1 Net sales between geographic segments are presented in the country or region of origin and cancelled under the caption “eliminations”.
2 In 2005, United States includes the 10-month results of the operations acquired from RMC (note 9A).
3 In 2005, Spain includesthe approximately 10-month results of the operations acquired from RMC (note 9A).

4 Rest of Europe includes the operations in Germany, France, Republic of Ireland, Czech Republic, Austria, Poland, Croatia, Hungary, Latvia and
Denmark, acquired from RMC.

5 Rest of Central and South America and the Caribbean includes the operations in Costa Rica, Panama, Dominican Republic, Nicaragua, Guatemala
and the Caribbean. Likewise, in 2005, thisregion includes Jamaica and Argentina, acquired from RMC.

6 Rest of Africaand Middle East includes the operationsin United Arab Emiratesand | srael, acquired from RMC.
7 Rest of Asaincludes operationsin Thailand and Bangladesh. In addition, in 2005, Malaysia, acquired from RMC isincluded.
8 Refersto the trade maritime operations, the information solutions company (Neoris, S.A. de C.V.) and other minor subsidiaries.

9 For the years 2003 and 2004, goodwill amortization reported by holding companies was allocated to the segment that originated such goodwill.
Therefore, this information is not directly comparable with the information of the individual entities, which are comprised in each segment.
Goodwill amorti zation was recognized as part of other expenses, net.

10 Includes, in addition to trade maritime operating assets and other assets, related party balances of the Parent Company of Ps32,354 in 2004 and
Ps31,739 in 2005, which are eliminated in consolidation. In addition, other assets in 2004 include Ps8,810 related to the equity interest in RMC
(notes 2 and 9A).

11 Corresponds to investments in fixed assets not considering the effects of inflation. As aresult, this balance differs from the amount presented as
investing activities in the Statement of Changes in the Financial Position within “Properties, machinery and equipment”, which considers the
inflation effects in accordance with Bulletin B-10.

As of December 31, 2004 and 2005, of the consolidated financial debt amounting to Ps63,358 and Ps100,653, respectively,
approximately 35% in 2004 and 36% in 2005 was in the Parent Company, 14% and 7% in the United States, 15% and 32% in Spain
and 36% and 25% in other countries, respectively. Of the 36% and 25% of such financial debt in other countries in 2004 and 2005,
respectively, 62% and 29% was in a Dutch subsidiary, guaranteed by the subsidiaries conducting Mexican operations and the Parent.
The other 24% in 2004 and 35% in 2005 was in finance companies in the United States, guaranteed by the subsidiaries conducting
Spanish operations.
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20. FOREIGN CURRENCY POSITION

As of December 31, 2005, the main balances denominated in foreign currencies, are as follows:

U.S. ddllars millions Mexico  Foreign Total
(014 (= 01 S < K 55 4,295 4,350
[NL0 gl U = 01 0= = < R 2,552 16,252 18,804
TOMAl BSSELS ... uveeiure ettt eetee et et et et et et e e et e e e be e sbee e tee e beesbeeeabeeabae e beeabeesabeeaaeeeabeeataeanreann 2,607 20,547 23,154
CUIMTENE HTADIITTIES ...ttt e e e e e e e et e e e e e e e e e e e e e e e e eanaaneaaesaans 419 2,222 2,641
LONG-TErM HADITTIES. .. eeeieeee ettt et te e teeeeene e reeneeeneenneens 1,919 8,370 10,289
TOtal HHADIHITIES ...eeevi ettt ettt et et e b e e et e e be e s are e saeeeebeeebeeanreanns 2,338 10,592 12,930

* Inthe case of Mexico refer to non-monetary assets of foreign origin.

The peso to dollar exchange rate as of December 31, 2003, 2004 and 2005 was Ps11.24, Ps11.14 and Ps10.62 pesos per dollar,
respectively. As of January 27, 2006, the exchange rate was Ps10.45 pesos per dollar.

Transactions of the Company’s Mexican operations denominated in foreign currencies during 2003, 2004 and 2005 are summarized
as follows:

U.S. ddllars millions 2003 2004 2005
T4 10 B =SSP 57 76 124
IMPOIT PUMCNESES. ... ettt e sttt e sttt e st e ree s e teeeeeseesteeeeemeesseesesneesseeseeneesseenseanennsenns 91 88 85
FiNANCIAl INCOMIE. ... e et eieeeie ettt e st e e te e teeeeemeesseeeeeneesseeseeneesseenseanennsenns 8 13 16
FiNANCIAl EXPENSE. ... ettt ee sttt e st e e s et e e ee s eesteeeeeneesseeneesneesseeseaneesseenseanennseens 389 338 337

21. EARNINGSPER SHARE

Basic earnings per share are caculated by dividing majority interest net income for the year by the weighted average number of
common shares outstanding during the year. Diluted earnings per share reflect the effects of any transactions carried out by the
Company, which have a potentialy dilutive effect on the weighted average number of common shares outstanding. The amounts
considered for calculations, which in 2003 and 2004 include the effect of the stock split, are summarized as follows:

Basic number of Diluted number

shares of shares
[DC0 e 1010 L= A N 00 F S 9,456,402,458 9,674,388,376
DECEMDET 31, 2004 ... oottt ettt e et e et e et e e te e e eteeteeaeeateereereeereenns 9,987,365,042 10,039,265,534
(D0 e 1010 A D 00 L TR 10,378,589,918  10,410,888,190
Majority Diluted

net income Basic EPS  EPS
DEeceMbEY 31, 2003 ....... oottt ettt e et e e te et e e teeae e e e eteeaeeneeereeeeenean Ps 7,201 0.76 0.74
DECEMDEY 31, 2004 ... oottt ettt et e et et e e e teeaeeneeeaeeaeeaean 13,965 1.40 1.39
DECEMDET 31, 2005 ... ... oottt ettt e et e et e et e e te e eteeteeaeeeteeaeenenereeeeenean Ps 22425 2.16 2.15

The difference between the basic and diluted average number of sharesin 2003, 2004 and 2005 is attributable to the additiona shares
to be issued under the Company’s fixed employee stock option programs (note 16). In addition, beginning in 2003, the Company has
included the dilutive effect on the basic number of shares resulting from the equity forward contracts in the Company’s own stock,
determined under the inverse treasury method.

22. CONTINGENCIESAND COMMITMENTS

A) GUARANTEES

As of December 31, 2004 and 2005, CEMEX, S.A. de C.V. had signed as guarantor of loans made to certain subsidiaries for
approximately U.S.$1,355 and U.S$711, respectively. As of December 31, 2004, the Company and certain subsidiaries had

guaranteed the risks associated with certain financial transactions, assuming contingent obligations under standby letters of credit,
issued by financia institutions for atotal of U.S.$26.
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B) TAX ASSESSMENTS

CEMEX and some of its subsidiaries in Mexico have been notified of several tax assessments related to different tax periods,
determined by the Mexican tax authorities according to their verification attributions. These tax assessments are for an amount of
approximately Ps742 as of December 31, 2005. The tax assessments result primarily from: (i) disalowed restatement of tax loss
carryforwards in the same period in which they occurred and (ji) disallowed determination of tax loss carryforwards. The companies
involved are using the avail able defense actions granted by law in order to cancel the tax claims. The appeals are pending resol ution.

Pursuant to amendments to the Mexican Income tax Law, which became effective on January 1, 2005, Mexican companies with
direct or indirect investments in entities incorporated in foreign countries whose income tax liability in those countries is less than
75% of the income tax that would be payable in Mexico, are required to pay taxes in Mexico on income derived from such foreign
entities, provided that the income is not derived from entrepreneuria activities in such countries. In those applicable cases, the tax
payable by Mexican companiesin respect of the 2005 tax year pursuant to these amendments will be due upon filing their annua tax
returns in 2006. CEMEX believes these amendments are contrary to Mexican constitutional principles; consequently, on August 8,
2005 the Company filed a motion in the Mexican federal courts chalenging the constitutiondity of the amendments. In this
endeavor, the Company obtained a favorable ruling on December 23, 2005 in the first stage but it is possible that the authority would
challenge the ruling.

The Philippine Bureau of Internal Revenue notified the Company’s subsidiaries in the Philippines, of tax assessments related to
different tax periods for an amount of approximately 3,119 million Philippine pesos (approximately U.S.$59) as of December 31,
2005. Tax assessments result primarily from: (i) disallowed determination certain tax benefits, and (ii) deficiencies in the
determination of national taxes. The affected companies have appealed available defense actions granted by law and in some cases,
some resources are pending resol ution.

C) ANTI-DUMPING DUTIES

In 1990, the United States Department of Commerce (“DOC”) imposed an anti-dumping duty order on imports of gray Portland
cement and clinker from Mexico. As aresult, since that year and until December 31, 2005, CEMEX has paid anti-dumping duties for
cement and clinker exports to the United States at rates that in the most recent years have fluctuated between 37.49% and 80.75%
over the transaction amount, and beginning in August 2003, anti-dumping duties had been paid at a fixed rate of approximately
U.S.$52.4 per ton, which decreased to U.S.$32.9 per ton starting in December 2004 and to U.S.$26.0 per ton in 2005. Through these
years, CEMEX has used al available legal resources to revoke the order from the United States International Trade Commission
(“ITC”). During October 2005, the DOC and the ITC started their second sunset review for the collection of anti-dumping duties,
held every five years, to determineif the imposed anti-dumping order should continue.

On January 19, 2006, officials from the Mexican and the United States governments informed that they had reached an agreement in
principle that will bring to an end the longstanding dispute over Mexican cement exports to the United States. According to the
agreement, restrictions imposed by the United States will first be eased during a three-year transition period and completely
eliminated in early 2009, alowing cement from Mexico to enter the U.S. without duties or other limits on volumes. During the
transition period, 3 million tons of Mexican cement per year will be allowed into the U.S. This amount may be increased in response
to market conditions during the second and third year of the transition period, subject to a maximum increase per year of 4.5%. Quota
allocations to competitors will be made on aregiona basis. The transitional anti-dumping duty will be lowered to U.S.$3.0 per ton
from current amount of approximately U.S.$26.0 per ton.

As of December 31, 2005, CEMEX has accrued a liahility of U.S.$68, including accrued interest, for the difference between the anti-
dumping duties paid on imports and the latest findings of the DOC in its administrative reviews for all periods under review. If
implemented as proposed, the changes related to the anti-dumping order cancellation and its effect on the anti-dumping duties paid
since the order was imposed, CEMEX will receive approximately U.S.$100 in cash and will dso reverse approximately U.S.$65 of
the accrued liability. The final resolutions related to this settlement are expected during the second haf of 2006.

During 2001, the Ministry of Finance (“MOF”) of Taiwan in response of the claim of five Taiwanese cement producers, initisted a
formal anti-dumping investigation involving imported gray Portland cement and clinker from the Philippines and South Korea. In
July 2002, the M OF gave notice of a cement and clinker import duty, from imports on South Korea and the Philippines, beginning on
July 19, 2002. The imposed tariff was 42% on imports from the Company’s Philippine subsidiaries.

In September 2002, these entities appeaed the anti-dumping duty before the Taipei High Administrative Council (“THAC”). In
August 2004, the Company received an adverse response to its requests from the THAC. CEMEX did not appeal this resolution.

On September 13, 2005, Tunwoo Co. Ltd. (“Tunwoo”), the Company’s subsidiary in Taiwan, was notified by the Taiwan Fair Trade
Commission (“FTC”), of an investigation based on connection to the presumption that Tunwoo, together with other cement
companies in Taiwan, were coordinated in activities that violated the regulations of fair competition in that country. Tunwoo
received the FTC’s decision issued on December 21, 2005 to impose a penalty order varying from 5 to 18 million Taiwanese dollars
fine against 21 cement companies in Taiwan. Tunwoo was imposed with a fine of 18 million Taiwanese dollars. The company has
two months to appeal such resol ution.
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D) LEASES

CEMEX has entered into various operating leases, primarily for operating facilities, cement storage and distribution facilities and
certain transportation and other equipment, under which annua renta payments are required plus the payment of certain operating
expenses. Future minimum rental payments due under such leases are as follows:

U.S. dallars
Y ear ending December 31, millions
2200 U.S$178
220 AT 149
2200 < TR 102
2200 TR 71
220 1 O TR 42
220 1 TR 23
2012 AN ENEMEAIEN ...ttt ettt et e et et e ettt e et ee e ebeesbeesaee e beeebeesabeasaseeasee e beesabeeeareeabeeabeeanbeesareearnean 69
U.S.$ 634

Rental expense for the years ended December 31, 2003, 2004 and 2005 was approximately U.S.$56 (Ps641), U.S.$114 (Ps1,218) and
U.S.$152 (Ps1,614), respectively. The estimated future minimum payments of U.S.$634 at December 31, 2005, include U.S.$109 of
operating | eases assumed through the purchase of RMC.

E) PLEDGED ASSETS

As of December 31, 2004 and 2005, there are liabilities amounting to U.S.$2 and U.S.$100, respectively, secured by properties,
machinery and equipment.

F) COMMITMENTS

As of December 31, 2004 and 2005, the Company had commitments for the purchase of raw materias for an approximate amount of
U.S.$172 and U.S.$169, respectively.

During 1999, CEMEX entered into agreements with an international partnership, which built and currently operates an eectrical
energy generating plant in Mexico. According to the agreements, CEMEX will purchase, starting from the beginning of operations of
the plant, al the energy generated for a term of not less than 20 years. The dectrical energy generating plant started operations on
April 29, 2004. In addition, as part of the agreements, CEMEX has committed to supply the éectrica energy plant with al fuel
necessary for its operations, a commitment that has been hedged through a 20-year agreement entered into by the Company with
Petréleos Mexicanos. The Company is not required to make any capita investment in the project. By means of this transaction, at
December 31, 2005, the energy generated by the plant has supplied eectricity to 10 cement plants of CEMEX in Mexico, covering
73% of their needs and decreasing electricity costs by 28%.

G) OTHER CONTINGENCIES

On August 5, 2005, Cartel Damages Claims, S.A. (“CDC”), filed a lawsuit in the District Court in Diisseldorf, Germany against
CEMEX Deutschland AG, the subsidiary of the Company in Germany, and other German cement companies. By means of this
lawsuit, CDC is seeking 102 million euros (approximately U.S.$121) in respect of damage claims by 28 entities relating to alleged
price and quota fixing by German cement companies between 1993 and 2002. CDC is a Belgian company established in the
aftermath of the German cement cartel investigation that took place from July 2002 to April 2003 by Germany’s Federal Cartel
Office, with the purpose of purchasing potential damage claims from cement consumers and pursuing those claims against the cartel
participants. At this preliminary stage in the proceedings, it is not possible to assess the likelihood of an adverse result in this lawsuit
for CEMEX or the potentia damages. However, at December 31, 2005, CEMEX has accrued a provision of approximately Ps428
(euros 34 million) in connection with this legal proceeding representing CEMEX’s best estimate of the possible future cash outflows.

In August 2005, a lawsuit was filed againg a subsidiary of CEMEX Colombia, claiming that it was liable along with certain
employees and former employees of Asociacion Colombiana de Productores de Concreto, or ASOCRETO, a union formed by all the
ready-mix producers in Colombia, and the company in charge of building the mass public transportation system of Bogota,
Colombia, for the premature distress of the roads built for such transportation system using ready-mix concrete supplied by CEMEX
Colombia and other ASOCRETO members. The plaintiffs alege that the ASOCRETO defendants modified the initial specifications
of the transportation system to include certain construction materials supplied by CEMEX Colombia, and that as a result of these
changes in the specifications, the base material supplied for the road construction failed to meet certain technica quaity standards.

The plaintiffs seek the repair of the roads and estimate that the cost of such repair will be approximately U.S.$45. CEMEX Colombia
is vigorously contesting this lawsuit. At this preliminary stage in the proceedings, it is not possible to assess the likelihood of an
adverse result in this lawsuit, or the potential damages that could be borne by CEMEX Colombia. Typically, proceedings of this
nature continue for several years before final resolution.
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As of December 31, 2005, CEMEX Inc., the Company’s subsidiary in the United States, has accrued liabilities specifically relating to
environmental matters in the aggregate amount of approximately Ps276 (U.S.$26). The environmental matters relate to: @) in the
past, in accordance with industry practices, disposing of various materials, which might be currently categorized as hazardous
substances or wastes, and b) the cleanup of sites used or operated by the Company, including discontinued operations, in regard to
the disposal of hazardous substances or wastes, either individually or jointly with other parties. Most of the proceedings remain in the
preliminary stage, and afina resolution might take several years. For purposes of recording any provision, the subsidiary considers
that it is probable that aliability has been incurred and the amount of the liahility is reasonably estimable, whether or not claims have
been asserted, and without giving effect to any possible future recoveries. Based on the information devel oped to date, the subsidiary
does not believeit will be required to spend significant sums on these mattersin excess of the amounts previously recorded. Until al
environmental studies, investigations, remediation work and negotiations with or litigation against potential sources of recovery have
been completed, the ultimate cost that might be incurred to resolve these environmental issues cannot be assured. In addition, at
December 31, 2005, CEMEX recorded a provision of approximately Ps244 (U.S.$23) representing the potential future cash outflows,
in connection with other environmental mattersinthe U.S. assumed through the acquisition of RMC during 2005.

During 2001, a subsidiary of the Company in Colombia received a civil liability suit from 42 transporters, dleging that this
subsidiary is responsible for alleged damages caused by the alleged breach of provision of raw materials contracts. The plaintiffs
have asked for relief in an amount in Colombian pesos equivalent, as of December 31, 2005, to approximately U.S.$57. As of
December 31, 2005, the evidentiary stage has been closed, the find arguments have been presented and the find decision is pending.

In addition, during 1999, several companies filed a lawsuit against two subsidiaries of the Company in Colombia, aleging that the
Ibagué plants were causing damage to their lands due to the pollution they generate. In January 2004, CEMEX Colombia, SA. was
notified that the court’s decision was that plaintiffs should be paid in the amount in Colombian pesos equivalent, as of December 31
2005, to approximately U.S.$8. The Company’s subsidiary sought leave to appeal the resolution, which was accepted, and the case
was sent to the Superior Court of Ibagué. The claim is under review in the Court of Appeals. Typicaly, this process will continue for
several years before itsfinal resolution.

23. ALLOCATION OF THE PURCHASE PRICE OF RMC AND PRO FORMA FINANCIAL INFORMATION
A) ALLOCATION OF THE PURCHASE PRICE

As of December 31, 2005, the Company is in the final stage of allocating the price paid in the purchase of RMC of Ps44,787
(U.S.$4,217) to the fair values of the assets acquired and the liabilities assumed. The price paid for RMC’s shares was adjusted to
include: (i) direct acquisition expenses, and (ii) the proceeds received from the sale of some RMC’s assets (note 9A).

CEMEX considers that the unassigned portion of the purchase price that was recognized as goodwill as of December 31, 2005, is
representative of the final amount that will result when the alocation process finishes a the end of the first quarter of 2006. The
Company has substantially finished with the valuation of the assets acquired and the liabilities assumed and, recognizing that some
other issues may arise, the only pending issue is to conclude whether any portion of goodwill should be further alocated to other
intangible assets, others than brands and trade names.

The allocation of the purchase price of RMC to the fair value of the assets acquired and liabilities assumed is presented bel ow:

Asof March 1, 2005 RMC

(014 (= 018 S < KRR Ps 21,915
INVESEMENES ANA OLNEr NONCUITENT BSSELS.......coieeeeeee et e e e e ettt e e e e e e et e e e e e e e e e e e aeeeaeessaeseeeeeeesseassseaeeaesssssssseneaens 2,536
Properties, Machinery and EQUIPIMENE . ........co.eoirieere et see e st e see e s e e see s e steeeesseesseeneesseesseeneesseesseenseaneenseeneesnen 70,317
OFNEr @SSEES A ..ottt e e e et e e te e st e e eaeeeebeeeebeeebeeaabeeaaeeeabeeebeeabeeaabeeaheeeabeeabeeateeaareeabeeebeeateesreanns 979
L =TT o Lot ) OSSR 1,850
GOOOWI L ...ttt ettt ettt e e bt e et e e st e e eabeeebeeeabeeeabeesabeeaseeeabeaeabeesnsaesaseaasesenbesanseeansaessseeasesanbenansensasaanns 12,411
B0z L= 1SS = S Tt |1 o= o USSP 110,008
CUITENE TTADIIITIES C ...ttt e ettt e e e e e e e et e e e e s e e e eeeeeeeesssesaaeeeaesseaasseaneeeesssassssnnaaessssannns 28,556
0T a T 14 40 (= oL S PR 13,173
REMEAIAE ON [TAI TS, ...ttt ettt e e e e e e e et e e e e e e e ee e eeeeeesaaseeeeeeeseasssaaeeassssssennennaens 4,005
Pensions and other pOSEretireMENt DENEMITS .........ieiiiere et e e e steeneesneesseeneennean 5,561
D= = o N I Lo /USSR 13,186
(@ 101 gl TolaTe (= g g 1= o 1L =SOSR 740
Total [IabiliTIES @SSUMIEM .........eiiciii ettt ettt et e et e et e e e be e s abeeebeeeebeeeabeesateasaeeeaseeenbesanseesaseasaneenseean 65,221
TOLAI NEL ASSELS ..uviiteiiiieiitee it etee et e et e e e eteeeteeeteeeebeeebeeeaseesaseeases e beeaabeesaseaasssaasseebesansaesateaaaseessesanbesansansnseesaneasenan Ps 44,787

A Includes Ps718 of deferred tax assets.
B Identified intangible assets refer mainly to trade names and brands, which have been assigned with an average useful life of approximately 5 years.
C Current liabilitiesinclude Ps11,983 of short-term financial debt, while long-term debt includes Ps11,903 of financial debt.
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B) PRO FORMA FINANCIAL INFORMATION

The following condensed pro forma income statements for the twelve-month periods ended December 31, 2004 and 2005, gives
effect to the RMC acquisition asif it had occurred on January 1, 2004.

The pro forma adjustments consider the fair values of the net assets acquired, under certain assumptions that CEMEX considers are
reasonable.

CEMEX RMC Adjustments CEMEX

Year ended December 31, 2004 1 2 3 proforma
SIS ettt ettt eeen e e et e Ps 87,062 82,162 - 169,224
OPEratinNg INCOME ... ceveeieeeeaeeesteereeereeseeeseeaeeseeeseesneesseesseaeesseesseeneesnes 19,783 2,510 (761) 21,532
Comprehensive finanCing reSUlL...........oovervieniere e 1,424 (971) 3,851 4,304
Other EXPENSES, NMEL ...o.veeieee et eeenes (5,169) (5,237) (836) (11,242)
INCOME TBXES ... eeeeieesee e et e ee st e st et eae e steeneesneesteeeesneensens (2,277) (630) (377) (3,284)
Equity inincome of affiliates........ccooeerieeeiiere e 428 504 - 932
Consolidated NEt INCOME..........cceeeiiiiieeciee et 14,189 (3,8249) 1,877 12,242
MINOMEY INEErESE..... e eeeeeeeie ettt seeeneeeneeneens 224 228 - 452
M @j Or ity NEL INCOME .....viieeieeeie e eeee e ee et nee e seeeeeeneeneens Ps 13,965 (4,052) 1,877 11,790
BASIC EPS ..ottt Ps 140 1.18
DIlULE EPS ..ottt sttt st 1.39 1.17

CEMEX RMC Adjustments CEMEX

Year ended December 31, 2005 1 2 3 proforma
S = P Ps 162,709 10,085 - 172,794
OPErating INCOME ... ceveeeeeeraeesteereeeseeseeeseeaeeseeeseesneesseeseeaeesseesseeneesnes 26,409 (293) (115) 26,001
Comprehensive finanCing reSUlL...........cocvevveeneere e 2,600 (107) (1,790 703
Other EXPENSES, NMEL ...o.veeieeee et ee e seeeeeenes (3,372 2 (38) (3,408)
INCOME TBXES ... eeeeieesee e e e ee st et et esteeae e e neeeneesneeseeeeeeneensens (3,555) (46) 265 (3,336)
Equity inincome of affiliaes........ccooeerveieieere e 928 10 - 938
Consolidated NEt INCOME..........cceeiiieiieeiie et e 23,010 (434) (1,678) 20,898
MINOMEY INEEMESE..... e ieeeee ettt ettt eeeneeneens 585 13 - 598
M @j Ority NEL INCOME .....vieeeieieie e eee et ee et nee e seeeeeeneenrens Ps 22,425 (447) (1,678) 20,300
BASIC EPS ...t en e Ps 216 1.96
DITULEA EPS ... ene e nee 2.15 1.95

1 Information derived from the consolidated income statements for the years 2004 and 2005, as reported. In 2005, includes RMC’s
operating results for the ten-month period ended December 31, 2005.

2 In 2005, the information relates to the two-month period (unaudited) ended February 28, prepared under International Financia
Reporting Standards (“IFRS”). In 2004, the information was obtained from the audited consolidated financia statements, prepared
under generally accepted accounting principles in the United Kingdom (“UK GAAP”), and include reclassifications to conform
RMC amounts to CEMEX’s presentation. RMC’s information was translated into pesos at the exchange rates of Ps18.27 and
Ps21.30, effective as of December 31, 2004 and February 28, 2005, respectively, per £1 United Kingdom sterling pound, and was
restated to constant pesos as of December 31, 2005.

3 The pro forma adjustments for the two-month period of RMC in 2005 and the twelve-month period of RMC in 2004 include
adjustments related to the allocation of RMC’s purchase price. Likewise, the 2004 pro forma adjustments include adjustments
resulting from the relevant differences identified between UK GAAP and Mexican GAAP. The main adjustments as of December
31, 2004 and February 28, 2005, consist of:
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Items 2004 2005
Complementary depreCi ation EXPENSE .........uiverieeiiereereeseesteeneesreesteeneesseesseenseaseesseenseaseesseenseseessens Ps (761) (115)
T Loz =T 1= 0 - o PSSP (1,114 (168)
Valuation Of deriVatiVe INSITUMEILS. ........eeeee et e et e e e e e e e e e e e e e s eeesaaeeeaessseeranneaaasaaans 1,475 (1,314)
Foreign exchange fIUCIUBEIONS D.........covuiieeriesi e ee ettt ee st e ste e e e seeeneesreeneeeneesneeneeens 1,290 (351)
MONELAY POSITION FESUIT ......eeeeie ettt see et ente e esseeeeeneesreeneeeneesreenenens 2,200 42
INtangible aSSEtS AMONtiZAtON ........eeieieee et e e ee e sreeneeeneeereeneeens (246) 37)
(€070 o 11 =000 4 2= oo USRS (590) -
DEFEITEA INCOME T8X ... e eeeesieeie et et e e s te e te e it e et e e e s teeneeemeesseeneeemeesseeseemeeaseenseansesseenseeneesseesnans (377) 265
Ps 1,877 (1,678)

D Determined on the bass of the U.S.$3,326 in 2004 and U.S.$3,311 in 2005 of average debt assumed for the purchase, using the interest rates of
2.4%in 2004 and 2.8% in 2005.

Pro forma financia information is not an indication of the consolidated results of operations that CEMEX would have reported had
the RMC acquisition been completed as of January 1, 2004, nor should such information be taken as representative of the Company’s
future consolidated results.

24. NEWLY ISSUED ACCOUNTING PRONOUNCEMENTS

Until May 2004, the Accounting Principles Commission (“CPC”) of the Mexican Institute of Public Accountants was the accounting
standards setter in Mexico. Beginning in June 2004, this function was transferred to the Consgo Mexicano para la Investigacion y
Desarrollo de Normas de Informacion Financiera (“CINIF”). The CINIF is a private organization whose objectives are to develop
Financial Reporting Standards (“FRS”) in Mexico that would be useful for financial information issuers and users, as well as to
accomplish the possible convergence with IFRS, issued by the International Accounting Standards Board.

Through December 2005, the CINIF issued eight series A FRS and one series B FRS. Effective January 1, 2006, standards in Mexico
include the FRS issued by the CINIF, as well as the Bulletins issued by the CPC that have not been modified, superseded or revoked
by anew FRS.

The main changes, included in the FRS issued, are the following:

a) Elimination of specia and extraordinary items, classifying captionsin the income statements as ordinary and non-ordinary.
b) Retroactive recognition of the effects of changes in accounting principles.

c) Disclosure of the authorized date for the issuance of the financid statements, as well as the officer or entity that authorized their
issuance.
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25. DIFFERENCESBETWEEN MEXICAN AND UNITED STATESACCOUNTING PRINCIPLES

The consolidated financia statements are prepared in accordance with accounting principles generally accepted in Mexico (Mexican
GAAP), which differ in certain significant respects from those applicable in the United States (U.S. GAAP).

The Mexican GAAP consolidated financial statements include the effects of inflation as provided for under Bulletin B-10 and
Bulletin B-15, whereas financial statements prepared under U.S. GAAP are presented on a historical cost basis. The reconciliation to
U.S. GAAP includes (i) a reconciling item for the reversa of the effect of applying Bulletin B-15 for the restatement to constant
pesos for the years ended December 31, 2003 and 2004, and (ii) a reconciling item to reflect the difference in the carrying value of
machinery and equipment of foreign origin and related depreciation between the methodology set forth by Bulletin B-10 (integrated
document) and the amounts that would be determined by using the historica cost/constant currency method. As described below,
these provisions of inflation accounting under Mexican GAAP do not meet the requirements of Rule 3-20 of Regulation S-X of the
Securities and Exchange Commission. The reconciliation does not include the reversal of other Mexican GAAP inflation accounting
adjustments as these adjustments represent a comprehensive measure of the effects of price level changesin the inflationary Mexican
economy and, as such, is considered a more meaningful presentation than historical cost-based financia reporting for both Mexican
and U.S. accounting purposes. The other principal differences between Mexican GAAP and U.S. GAAP for the years ended
December 31, 2003, 2004 and 2005, and their effect on consolidated net income and earnings per share, are presented bel ow:

Y ear sended December 31,

2003 2004 2005
Net income reported under Mexican GAAP............c.cceeeeeeeeeeeeeeee e Ps 7,201 13,965 22,425
INFIELiON AOJUSEMENE (¥) ..ttt ettt s et e eeeens 471 1,034 -
Net income reported under Mexican GAAP after inflation adjustment.................... 7,672 14,999 22,425
U.S. GAAP adjustments:
1. Amortization of goodwill (NOLE 25(@)) ..evveerreeerereerreerie e e ee e e s 2,113 910 -
2. Deferred income taxes (NOtE 25(1)) ...vveererererieeriieieseesiee e eee e e see e nee e seeens (67) 394 (200)
3. Deferred employees' statutory profit sharing (Note 25(b)) .....ecveveveeeieervenrseeninns 97 (58) 149
4. Other employee benefits (NOLE 25(C))...v uverrrerrrrerreereeeeereereeeeeseeseeeee e seeeeesneas 94 28 (794)
5. Capitaized interest (NGt 25(d)) ...vveverreerreieeiierieeesee e e et see e nee e seeens (50) 10 4
6. Minority interest (note 25(€)):
@) FiNanCiNg tranSaCtiONS..........ceeveeiereereeieseeseeeeestee e e seeesee e seeeneesneesseeneesneas (190) - -
b) Effect of U.S. GAAP ajUSIMENES ......covveeeiieeeeeeeeesieese e e seee e eees (26) (32) 9
7. Hedge accounting (NOLE 25(1)) ....vervreerreereerereierieeiesee s e e e e e enee e seeens (897) 190 1,075
8. DePreciation (NOLE 25(F)). . vueerrreerreerreerieeneraeesteeeeseesseeneeseesseeneeeseesseenseaneesseens 53 20 18
9. Accruals for contingencies (note 25(g)) (118) (33) -
10. Equity in net income of affiliated companies (note 25(h)).......c.cooveevreerreirseenenne (11 (8) 4
11. Inflation adjustment of fixed assets (NOLE 25(1))...«v vrrreererrrerrieereeeeseeree e seeeneeens (284) (247) (306)
12. Temporary equity from forward contracts (NOt€ 25(j)) ...-vvevrrveererererreererrerseeneeanes 804 - -
13. Derivative instruments (NOLE 25(1)) .. .eivverureeereerr e e - 1,515 (1,471)
14. Equity forward contracts in CEMEX’s stock (note 25(m)).......cccccvevereinniienninnenns 451 444 -
15. Employee stock option programs (NOLE 25 (1) «vevveeerreerereerseeneeeeeseeseeeerseeeneeenes - - 860
16. Other adjustments— Computer software development (note 25(K)) .....covveerreeenennne 377) (29) -
17. Other adjustments — Deferred charges (Note 25(K)).....vvervveerreereeierseenee e e 98 93 167
18. Other adjustments— Monetary position result (Note 25(K)) ......cocveevrverrecnseenenne 317 309 175
U.S. GAAP adjustments before cumulative effect of accounting change................. 2,007 3,506 (310)
Net income under U.S. GAAP before cumulative effect of accounting change....... 9,679 18,505 22,115
Cumulative effect of accounting change (notes 25(k) and 25(mM))........ccceevereereennens (695) - -
Net income under U.S. GAAP after cumulative effect of accounting change.......... Ps 8,984 18,505 22,115
Basic EPS under U.S. GAAP before cumulative effect of accounting change................ Ps 1.02 1.85 213
Diluted EPS under U.S. GAAP before cumulative effect of accounting change............. 1.00 1.84 212
Basic EPS under U.S. GAAP after cumulative effect of accounting change.................. Ps 0.95 185 213
Diluted EPS under U.S. GAAP after cumulative effect of accounting change............... 0.93 184 212
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At December 31, 2004 and 2005, the other principa differences between Mexican GAAP and U.S. GAAP, and their effect on
consolidated stockholders' equity, with an explanation of the adjustments, are presented bel ow:

At December 31,
2004 2005

Total stockholders equity reported under Mexican GAAP ............coveiveeeesee s Ps 87,812 109,957

INFIAtioN @OJUSLMENE (%)t eeeeeieeeie et ettt e e e ee s e s teeeesmeesteeneesneesseeneeeneenseens 6,501 -

Total stockholders' equity reported under Mexican GAAP after inflation adjustment .................. 94,313 109,957

U.S. GAAP adjustments:
1. GOOAWIll, NEL (NOLE 25(8)) .. erenveveereemerrreereeerersueesteeneesneesseeseeaseesseeseeaneesseenseansesseessesnensseesseensesnees 5,790 4,767
2. Deferred income taxes (note 25(b)) 1,020 569
3. Deferred employees' statutory profit sharing (Note 25(0)) ......covveeereerriiereee e (3,151) (2,907)
4. Other employee bEnefits (NOLE 25(C))...vevreerireereeerriierteee e steeree e seeesee e seeeeesreeseeeeesreeneeenes (153) (348)
5. Capitaized interest (NOLE 25(d)) ... veiveerreererreereeeseeseeeeseeseeeeeseesee e teeseeeeesseeeesneesseensesneas (521) 54
6. Minority interest—U.S. GAAP presentation (NOLE 25(E)) ....vvervvrerreerereeesieenereeesieeneraeeseeeneeseeas (4,672 (5,729)
7. DePreciation (NOLE 25(F)) ..oueireereereiiereeseeseeseee s eseeeeesteeseesseeseeeseeeneesseenseeneesseensesneesseensesnenn (81 (60)
8. Investment in net assets of affiliated companies (Note 25(h)) ......vvveerviereere e (275) (237)
9. Inflation adjustment for machinery and equipment (N0t 25(1))....«vvverereeereererreereererseeseeeneeseeas 3,305 4,548
10. Derivative instruments and equity forward contracts in CEMEXs stock (notes 25(1) and 25(m)) 246 -
11. Employee stock option programs (NOLE 25 (1) ..veveereereereeerereerseereeaersreeseeeeesseeseeseesseesseensessees - 992
12. Other adjustments — Deferred charges (NOLE 25(K)) ..vvverveerereerrieereeeesieesie e e ee e seeeeeseeas (409) (225)

U.S. GAAP QJUSIMENES .....eeeiiieieeie e eee e e ste e eseeeeesseesteeeesseesseesesseesseensesseesseenseaneessenns 1,099 1,424

Stockholders equity UNAEr U.S. GAAP ...ttt ee e nneeeesneas Ps 95,412 111,381

(*) Adjustment that reverses the restatement of prior periods into constant pesos as of December 31, 2005, using the CEM EX weighted
average inflation factor (note 3B), and restates such prior periods into constant pesos as of December 31, 2005 using the Mexican-
only inflation factor, in order to comply with current requirements of Regulation S-X. The Mexican and U.S. GAAP prior periods
amounts, included throughout note 25, were restated using the Mexican inflation index, with the exception of those amounts of prior
periods that are aso disclosed in notes 1 to 24, which were not restated in note 25 using the Mexican inflation in order to have
more straightforward cross-references between note 25 and the Mexican GAAP notes.

The reconciling item cumulative effect of accounting change in the reconciliation of net income to U.S. GAAP for the year ended
December 31, 2003, relates to the adoption of SFAS 143 Accounting for Asset Retirement Obligations (“SFAS 143”) and SFAS 150
Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity (“SFAS 150”) (notes 25(k) and
25(m)). Theterm "SFAS" as used herein refersto U.S. Statements of Financia Accounting Standards.

(a) Goodwill, acquisitions and other agreements
Goodwill

Goodwill represents the difference between the purchase price and the estimated fair value of the acquired entity at the acquisition
date. Goodwill recognized under Mexican GAAP has been adjusted for U.S. GAAP purposes for (i) the effect on goodwill from the
U.S. GAAP adjustments as of the acquisition dates; (ii) beginning January 1, 2002, SFAS 142, Goodwill and Other Intangible
Assets (“SFAS 142”), eliminated the amortization of goodwill under U.S. GAAP (note 25(s)) while under Mexican GAAP goodwill
was amortized until December 31, 2004; and (iii) the difference between goodwill amounts under U.S. GAAP, under which are
carried in the reporting unit's functional currency, are restated by the inflation factor of the reporting unit's country, and are translated
into Mexican pesos at the exchange rates prevailing at the reporting date; as compared to goodwill under Mexican GAAP, under
which amounts are carried in the functiona currencies of the holding companies, translated into pesos and then restated using the
Mexican inflation index.

For the years ended December 31, 2003, and 2004, amortization of goodwill was recorded within other expenses under Mexican
GAAP. Starting January 1, 2005, Mexican GAAP ceased amortization of goodwill (note 3D). According to SFAS 142 goodwill is
not amortized and is subject to impairment testing at least once a year. As a result, goodwill amortization recorded under Mexican
GAAP for the years ended December 31, 2003 and 2004 is adjusted for purposes of the reconciliation of net income and
stockholders’ equity to U.S. GAAP.

CEMEX assesses goodwill for impairment annually unless events occur that require more frequent reviews. Discounted cash flow
analyses are used to assess goodwill impairment (note 25(s)). If an assessment indicates impairment, the impaired asset is written
down to its fair market value based on the best information available. Estimated fair market value is generaly measured using
estimated discounted future cash flows. Considerable management judgment is necessary to estimate discounted future cash flows.
Assumptions used for these cash flows are consistent with internal forecasts.
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During 2004, CEMEX acquired CAH shares held by minority shareholders through the exchange for CEMEX’s CPOs (note 9A),
resulting in an excess in the fair value of the assets delivered over the fair value of the assets received of approximately Ps960. Under
Mexican GAAP, this excess was recognized as an adjustment to stockholders’ equity. Under U.S. GAAP, this amount was
reclassified and charged to earnings in the reconciliation of net income by considering that estimations of future cash flows did not
support recognition of this amount as goodwill. This reclassification had no effect in the reconciliation of stockholders’ equity to
U.S. GAAP as of December 31, 2004.

Acquisitions

In addition, related to the purchase accounting exercise of RMC, the Company concluded, in respect to the identification and
valuation of intangibles assets, other than goodwill, that there were no additional intangible assets which required separate
recognition in addition to trademarks and commercial names, which were valued at December 31, 2005 under Mexican GAAP, as
discussed in note 23A.

Other agreements

In connection with the ventures entered into with Ready Mix USA on July 1, 2005 (note 9A), pursuant to the relevant agreements,
twolimitedliability companieswereformed, CEMEX Southeast, LL C and Ready Mix USA, LLC. CEMEX’s contributions to CEMEX
Southeast, LLC, the entity that owns the cement related assets, represented approximately 98% of the contributed capital, while
Ready Mix USA’s contributions represented approximately 2% of the contributed capital. CEMEX’s contributions to Ready Mix
USA, LLC, the entity that owns the ready-mix related assets, represented approximately 9% of the contributed capita, while Ready
Mix USA’s contributions represented approximately 91% of the contributed capital. CEMEX owns a 50.01% interest, and Ready
Mix USA owns a 49.99% interest, in the prafits and losses and voting rights of CEMEX Southeast, LLC, while Ready Mix USA
owns a50.01% interest, and CEMEX owns a49.99% interest, in the profits and losses and voting rights of Ready Mix USA, LLC.

(b) Deferred Income Taxes ("IT") and Employees Statutory Profit Sharing (" ESPS")

For U.S. GAAP purposes, CEMEX accounts for income taxes according to SFAS 109, Accounting for Income Taxes (“SFAS 109”),
which requires the asset and liability method of accounting for deferred income taxes, under which deferred tax assets and liabilities
are recognized for the future tax consequences of "temporary differences’, which result from applying the enacted statutory tax rates
applicable in future years to differences between the financial statement carrying amounts and the tax basis of existing assets and
liabilities, considering tax loss carryforwards. The deferred income tax charged or credited to earnings is determined by the
difference between the beginning and the year-end balance of the deferred tax assets or liabilities, and is recognized in nominal
pesos. The effect on deferred taxes of a change in tax ratesis recognized in income in the period that includes the enactment date.

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax ligbilities
under U.S. GAAP at December 31, 2004 and 2005 are presented bel ow:

2004 2005
Deferred tax assets.

Net operating 0SS and assetS taxX CarTYFOrWAITS. ...t e e Ps 13,670 13,788
Trade aCCOUNES FTECEIVAIIE .........ccui ittt ettt sttt e et e e be e s eteesareesbeeeebeaenreanns 112 217
Accounts payable and aCCrUEH EXPENSES .........uveeiieee et e e e e et e e e e e e e e e e e e e e s e e e e e e e e e s seaaraaneeas 3,957 3,890
(@11 RO 675 806
Total OroSS AEFEITEU AX GSSELS ... ..eeeeeeee ettt e e e e et e e e e e e e e e e e e e e e e aeeeeesseearanneaeeeaaas 18,414 18,701
LSS VAlUBLION @IOWANCE. ... et e e e e e e et e e e e e e et e e e e e e s e e e e e aaeesseeenseneaens 4,432 5,665

Total deferred tax assets UNAEr U.S. GAAP ...ttt ettt e ebe et 13,982 13,036

Deferred tax liabilities:

Property, plant and EOUIPIMENE ...t e e e e e et e e e e e e e e e e e e s e e e e e e e e s seeaeeneaens 23,125 29,804
Investmentsin securities and related partieS tranSaCtioNS .........ooeeeeeeeee e 2,477 4,917
AGVANCED PAYMIEINES ...ttt ettt e e e e e e e et e e e e e e ee e aeeaeeseseasaeeeeaesseaaseeanaeessseasenneeens 191 396
INVENEOTTES. ..ttt ettt ettt e et e e et e e e teeeabeeeaeeeabaeabeesateesaseeabesebesantessnseaaaseeaseeanteesnses 161 16
(@11 RO 212 1,738

Total deferred tax liability Under U.S. GAAP..........oooi ettt ettt 26,166 36,871
Net deferred tax [iability UNAEr U.S. GAAP ...t e e eaaaea s 12,184 23,835
Less—U.S. GAAP deferred IT liability of acquired subsidiaries at date of acquisition.................... 7,201 19,568
Net deferred IT effect in stockholders' equity under U.S. GAAP........ooo e 4,983 4,267
Less— Deferred IT effect in stockholders' equity under Mexican GAAP (note 18B) ...................... 5,589 4,836
Income in reconciliation of stockholders' equity to U.S. GAAP ... 606 569
INflation adjUSIMENE (NOLE BB) ...ttt e e e e e e e e e e e e s e e e e e e e e s e eeaenneaens 414 -
Net income in reconciliation of stockholders equity to U.S. GAAP ........cooieciicciecceece e Ps 1,020 569
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Management considers that there is existing evidence that, in the future, CEMEX will generate sufficient taxable income to realize
the tax benefits associated with the deferred tax assets, and the tax loss carryforwards that are expected to be utilized prior to their
expiration. In the event that present conditions change, and it is determined that future operations would not generate enough taxable
income, or that tax strategiesarenolonger viable, the deferredtax assets’ val uati on all owance woul d beincreased by a charge to income.

CEMEX records a valuation allowance for the estimated amount of the deferred tax assets, which may not be realized due to the
expiration of tax loss carryforwards. Through its continual evaluation of the effects of tax strategies, among other economic factors,
during 2004 and 2005 CEMEX increased the val uation alowance by approximately Ps 443 and Ps1,233, respectively.

Under Mexican GAAP, CEMEX determines deferred income tax in a manner similar to U.S. GAAP (notes 3S and 18B).
Nonetheless, there are specific differences as compared to the calculation under SFAS 109, resulting in adjustments in the
reconciliation to U.S. GAAP. These differences arise from: (i) the recognition of the accumulated initial effect of the asset and
liability method under Mexican GAAP, which was recorded directly to stockholders' equity and therefore, did not consider the
provisions of APB Opinion 16 for the deferred tax consequences in business combinations made before January 1, 2000; and (ii) the
effects of deferred tax on the reconciling items between Mexican and U.S. GAAP. For Mexican GAAP presentation purposes,
deferred tax assets and liabilities are long-term items.

CEMEX has recorded a deferred tax liability for U.S. GAAP purposes, related to ESPS in Mexico, under the asset and liability
method at the statutory rate of 10%. The principa effects of temporary differences that give rise to significant portions of the
deferred ESPS liabilities a December 31, 2004 and 2005 are presented bel ow:

2004 2005

Deferred assets:

EMPIOYEE BENEFITS ...ttt ne s Ps 19 225

Trade acCouNtS FECEIVADIE. ..........couiiiie ettt ettt bae et e aes 25 20

(@)1 1 R 72 85
Gross deferred assets UNAder U.S. GAAP ...ttt 116 330
Deferred liabilities:

Property, plant and @QUIPIMENTE. ........cieerieereere e e eee e see e e seeeee e seeeeesneeseeesesneas 3,060 2,965

Inventories 1 -

(@)1 1 TR 206 272
Gross deferred liabilitiesuNder U.S. GAAP ... .. et 3,267 3,237
Net deferred liabilities UNAer U.S. GAAP. ... ... et aa e Ps 3,151 2,907

In the condensed financial information presented under U.S. GAAP in note 25(0), ESPS effect, both current and deferred, is included
in the determination of operating income. For Mexican GAAP presentation, ESPS effect, both current and deferred, is considered as
a separate line item equivalent to income tax.

Under Mexican GAAP, CEMEX recognizes deferred ESPS for those temporary differences arising from the reconciliation of net
income of the period and the taxable income for ESPS. In the reconciliation of net income to U.S. GAAP, deferred ESPS expense of
Ps71in 2003, expense of Ps203 in 2004 and income of Ps178 in 2005, determined under Mexican GAAP, were reversed.

(c) Other Employee Benefits
Paid absences (VVacations)

Beginning in 2003, CEMEX recogni zes vacation expense under Mexican GAAP during the period the employees earn it, consistently
with SFAS 43, Accounting for Compensated Absences. For the year ended December 31, 2002, in some business units of CEMEX,
vacation expense was recorded for purposes of Mexican GAAP when taken rather than during the period the employees earn it;
therefore, a reconciling item was determined for U.S. GAAP purposes representing expense of approximately Psl in 2003. The
amount of expense recognized during 2003 under U.S. GAAP represents the difference between the estimated accrua made under
U.S. GAAP through December 31, 2002 and the accumul ated initial effect from the accounting change under Mexican GAAP, which
was recognized as of January 1, 2003 directly to stockholders’ equity.

Severance

Under U.S. GAAP, post-employment benefits for former or inactive employees, including severance payments which are not part of
a specific event of restructuring, are accrued over an employee's service life. Until December 31, 2004 under Mexican GAAP,
severance payments, which were not part of a business restructuring or a substitution for pension benefits, were recognized in
earnings in the period in which they were paid. Beginning January 1, 2005, according to newly issued Mexican GAAP, severance
payments should also be accrued over the employee’s service life according to actuarial computations, in a manner similar to U.S.
GAAP (note 14).
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For the years ended December 31, 2003, 2004 and 2005, severance provisions recorded for U.S. GAAP purposes resulted in income
of Ps94, income of Ps28 and expense of Ps101, respectively, with an accrual of Ps153 and Ps295 at December 31, 2004 and 2005,
respectively. At December 31, 2005, the provision for severance payments under U.S. GAAP amounted to approximately Ps295,
approximately Ps250 higher that the provision accrued under Mexican GAAP. The difference between the provision under U.S.
GAAP and Mexican GAAP represents the cumulative initiad effect from the accounting change under Mexican GAAP, which was
recognized as of January 1, 2005 as part of the unrecognized net transition obligation (note 14), net of the amortization expense
recorded under Mexican GAAP during 2005 related to such transition obligation.

Additionally, in connection with the purchase of RMC, as of December 31, 2005, for purposes of the financid statements under
Mexican GAAP, CEMEX recorded restructuring costs, mainly integrated by severance payments, for approximately Ps595 against
goodwill. For purposes of the reconciliation to U.S. GAAP, such restructuring costs have deemed not to comply with the rules of
SFAS 141, “Business Combinations” for recognition as part of the purchase price of RMC. As a result, such restructuring costs
under Mexican GAAP for approximately Ps595 (Ps422 after tax) were charged to earnings in the reconciliation of net income to U.S.
GAAP and removed from goodwill in the condensed financia information under U.S. GAAP (note 25(0)).

Pension and other benefits

In connection with the change from defined benefit scheme to defined contribution scheme for a portion of CEMEX’s employees in
Mexico effective January 10, 2006 (note 14), considering that such change was a materia event which occurred before the issuance
of the financia statements, under Mexican GAAP, CEMEX recognized at December 31, 2005, a nonrecurring net expense of
approximately Ps976 related to: 1) an event of settlement of obligations, which represented an income of approximately Ps98; and 2)
an event of curtailment, which represented an expense of approximately Ps1,074. The results from the change in the pension plans
were determined using a methodology consistent with the rules set forth by SFAS 88, “Employers’ Accounting for Settlements and
Curtailments of Defined Benefit Pension Plans and for Termination Benefits”. For purposes of the reconciliation of net income to
U.S. GAAP, according to the provisions of SFAS 88, settlement events should be recognized in the year in which the settlement
occurred. As aresult, in the reconciliation of net income to U.S. GAAP, the settlement income of approximately Ps98 (Ps74 after tax)
recognized under Mexican GAAPwas cancel ed against the provision of pensions and other postretirement benefits under U.S. GAAP.

CEMEX accounts for employee pension benefits based on the net present value of the obligations determined by independent
actuaries (notes 3J and 14), in a manner smilar to SFAS 87, Employers’ Accounting for Pensions, under U.S. GAAP; therefore, no
reconciling item is necessary. The information of pensions and other postretirement benefits, presented in note 14, include the
obligations for theseitemsin all Mexican and foreign subsidiaries.

At December 31, 2004 and 2005, CEMEX has established sdf-insured health care benefits plans in several of its operations. These
plans, which are administered on cost plus fee arrangements with maor insurance companies or provided through health
maintenance organizations, contain stop-loss limits per employee. In certain countries, CEMEX has established stop-loss limits for
continued medical assistance derived from a specific cause (e.g. an automobile accident, illness, etc.) ranging from U.S.$23 thousand
to U.S.$140 thousand; while in other countries, CEMEX has established stop-loss limits per employee regardless the number of
events ranging from U.S.$300 thousand to U.S.$1. In theory, there is arisk that all employees qualifying for health care benefits may
require medica services simultaneoudly; in that case, the contingency for CEMEX would be significantly larger. However, this
scenario while possible is not probable. The amount expensed for the year ended December 31, 2005 through self-insured hedth care
benefits granted to our employees was approximately Ps531 (US$50). CEMEX dso provides life insurance benefits to its active and
retired employees. Generdly, life insurance benefits for retired employees are reduced over a number of years from the date of
retirement to aminimum level.

(d) Capitalized Interest

Under Mexican GAAP, CEMEX capitalizes interest related to debt incurred to finance construction projects, which is
comprehensively measured in order to include the following effects: (i) the interest cost, plus (ii) any foreign currency fluctuations,
and less (iii) the related monetary position result. Under U.S. GAAP, only interest is considered an additiona cost of constructed
assets to be capitalized and depreciated over the lives of the related assets. The U.S. GAAP reconciliation removes the foreign
currency gain or loss and the monetary position result capitaized for Mexican GAAP derived from borrowings denominated in
foreign currency. For the years ended December 31, 2004 and 2005, capitalized interest amounts were immaterial.

(&) Minority Interest
Financing Transactions

For U.S. GAAP presentation purposes (note 25(0)), related to the preferred stock described in note 15E and as a result of the
adoption of SFAS 150 during 2003, preferred dividends declared in 2003 for approximately U.S.$13 (Ps147) were classified as
interest expense under U.S. GAAP.

For U.S. GAAP presentation purposes (note 25(0)), in respect to the capita securities described in note 15E and as a result of the
adoption of SFAS 150 during 2003, capital securities dividends declared in 2003 for approximately U.S.$6 (Ps75) were classified as
interest expense. During 2004, as a result of newly issued Mexican GAAP, this transaction was treated as financial debt until its
termination; consequently, dividends declared in 2004 were recorded as interest expense under both Mexican and U.S. GAAP.
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U.S. GAAP adjustmentsto minority interest

Under Mexican GAAP, the minority interest in consolidated subsidiaries is presented as a separate component within stockholders
equity. Under U.S. GAAP, minority interest is classified separately from stockholders' equity (note 25(0)). At December 31, 2004
and 2005, the amount presented in the reconciliation of stockholders' equity to U.S. GAAP includes the reclassification previousy
mentioned, as well as the share on minority interest of the adjustmentsto U.S. GAAP determined in the consolidated subsidiaries.

(f) Depreciation

A subsidiary of CEMEX in Colombia records depreciation expense utilizing the sinking fund method. This methodology for
depreciation was in place before CEMEX acquired the subsidiary in 1997. For Mexican GAAP purposes, CEMEX has maintained
this accounting practice due to tax consequences in Colombia arising from a change in methodology and the immateridity of the
effects in CEMEX's consolidated results. For U.S. GAAP purposes, depreciation is calculated on a straight-line basis over the
estimated useful lives of the assets. As aresult, for the years ended December 31, 2003, 2004 and 2005, income of Ps53, Ps20 and
Ps18, respectively, was reflected in the reconciliation of net income to U.S. GAAP.

(g) Accrualsfor Contingencies

In prior years, CEMEX recorded accrua s for contingent items related primarily to guarantees given and other responsibilitiesthat did
not meet the accrua criteria of SFAS 5, Accounting for Contingencies, under U.S. GAAP. Since the likelihood of a loss occurring
from these contingencies is considered to be possible but not probable, the accruas under Mexican GAAP were reversed for U.S.
GAAP purposes. During 2003 and 2004, as aresult of the adoption of new Bulletin C-9, Liabilities, accruals, contingent assets and
liabilities and commitments, which issimilar to SFAS 5 in respect to the accounting for contingencies, CEMEX has evaluated certain
previously created accruals and determined to reverse them under Mexican GAAP. The amount presented in the reconciliation of net
incometo U.S. GAAP in 2004 corresponds to thereversal of the adjustment made in prior years under U.S. GAAP.

(h) Affiliated Companies

CEMEX has adjusted its investment and equity method in affiliated companies (note 9A) for CEMEX's share of the approximate
U.S. GAAP adjustments applicable to these affiliates.

(i) Inflation Adjustment of Machinery and Equipment

For purposes of the reconciliation to U.S. GAAP, fixed assets of foreign origin are restated by applying the inflation rate of the
country that holds the assets, regardless of the assets’ origin countries, instead of using the Mexican GAAP methodol ogy, under
which a fixed asset of foreign origin is restated by applying a factor that considers the inflation of the asset’s origin country, not the
inflation of the country that holds the asset, and the fluctuation of the functional currency (currency of the country that holds the
asset) against the currency of the asset’s origin country. Depreciation expense is based upon the revised amounts.

(j) Temporary Equity from Forward Contracts

In October 2003, as a result of a secondary equity offering (note 17A), CEMEX settled equity forward contracts that it held in
connection with its appreci ation warrants (notes 15F and 17A), resulting in a gain of approximately U.S.$19.5 (Ps223), recognized in
stockholders’ equity under Mexican GAAP. For Mexican GAAP purposes, since origination, the forward contracts were treated as
equity transactions and gains or losses were recognized upon settlement or extension as an adjustment to stockholders’ equity.
During the life of the contracts, the difference between the proceeds from the sale of CEMEX equity and the forward price, which
was periodically paid to the counterparties, was treated as a prepayment toward the forward contracts’ final price and was presented
as other accounts receivable. Such prepayments were also treated as preferred dividends in the reconciliation of net income to U.S.
GAAP, in amanner similar to a mandatorily redeemable preferred stock, representing an income of approximately Ps804 in 2003.
The amount of income in 2003 included: (i) a net gain of Ps877 from the results of the secondary equity offering and the reversa of
prepayments accrued until settlement that were recognized as preferred dividends during the life of the contracts and that were not
realized as a result of the offering and settlement; and (ii) expense of Ps73 from prepayments made in 2003 treated as preferred
dividends.

In connection with the secondary equity offering of CEMEX shares which occurred during 2005, the equity forward contracts were
settled and had been accounted a fair value through earnings under Mexican GAAP, consistently with the accounting treatment
under U.S. GAAP. Accordingly, in 2005 thereis no reconciling adjustment.

(k) Other U.S. GAAP Adjustments

Capitalization of costs of computer software development—Under U.S. GAAP, certain direct costs related to the devel opment

stage or purchase of internal-use software are capitalized and amortized over the estimated useful life of the software. Costs related to
the preliminary project stage and the post-implementati on/operations stage, are expensed as incurred.
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Until December 31, 2000, under U.S. GAAP, CEMEX capitaized direct costs incurred in the development and implementation of
internal-use software. Under Mexican GAAP such costs were expensed as incurred. Beginning in 2001, under Mexican GAAP,
CEMEX implemented the policy of capitdizing the direct costs associated with internal-use software developments (note 11) in a
manner smilar to U.S. GAAP. Asaresult, in the reconciliation of net income to U.S. GAAP for the years ended December 31, 2003
and 2004, the reconciling item refers exclusively to the amortization of the amounts capitaized under U.S. GAAP until December
2000, which led to amortization expenses of Ps377 in 2003 and Ps29 in 2004. At December 31, 2004, the capitalized costs under
U.S. GAAP until December 31, 2000 were fully amortized.

For the years ended December 31, 2003, 2004 and 2005, for both Mexican and U.S. GAAP, direct costs capitdized associated with
internal -use software devel opments and implementations amounted to Ps129, Ps106 and Ps178, respectively. The estimated average
useful lives to amortize these capitalized costs is between 3 and 5 years.

Deferred charges

Capitdized costs, net of accumulated amortization, that did not quaify for deferral under U.S. GAAP were reversed through earnings
under U.S. GAAP in the period incurred, resulting in income of Ps98 in 2003, income of Ps 93 in 2004 and income of Ps167 in 2005.
During 2003, 2004 and 2005, al amounts capitalized under Mexican GAAP also met the requirements for capitalization under U.S.
GAAP. Accordingly, the adjustments in the reconciliation of net income to U.S. GAAP for the years ended December 31, 2003, 2004
and 2005, refer exclusively to amounts amortized under Mexican GAAP during the respective year and which were expensed in prior
years under U.S. GAAP. The net effect in the reconciliation of stockholders' equity to U.S. GAAP was a decrease of Ps409 and
Ps225 at December 31, 2004 and 2005, respectively.

Asset retirement obligations and other environmental costs

Effective January 1, 2003, SFAS 143, Accounting for Asset Retirement Obligations (“SFAS 143”), requires entities to record the fair
value of an asset retirement obligation as a liability in the period in which alegal or a constructive obligation is incurred associated
with the retirement of tangible long-lived assets that result from the acquisition, construction, development, and/or normal use of the
assets. Such liability would be recorded against an asset that is depreciated over the life of the long-lived asset. Subsequent to the
initid measurement, the obligation will be adjusted at the end of each period to reflect the passage of time and changes in the
estimated future cash flows underlying the obligation. Also effective January 1, 2003, Mexican GAAP’s Bulletin C-9 established
generaly the same requirements as SFAS 143. The difference between Mexican GAAP and U.S. GAAP concerning this item relates
to the recognition of the cumulative initia effect from adoption, which under SFAS 143 was recognized in earnings after net income,
while under Mexican GAAP it was recognized in stockholders’ equity. Accordingly, the reconciling item presented in the
reconciliation of net income to U.S. GAAP for the year ended December 31, 2003, includes the reclassfication of approximately
Ps87 of the cumulative effect from adoption from stockholders’ equity under Mexican GAAP to net income under U.S. GAAP (notes
3M and 13).

In addition, environmental expenditures related to current operations are expensed or capitalized, as appropriate. Other than those
contingencies disclosed in notes 13 and 22G, CEMEX is nat currently facing other material contingencies, which might result in the
recognition of an environmenta remediation liability.

M onetary position result

Monetary position result of the U.S. GAAP adjustments is determined by (i) applying the annual inflation factor to the net monetary
position of the U.S. GAAP adjustments at the beginning of the period, plus (ii) the monetary position effect of the adjustments during
the period, determined in accordance with the weighted average inflation factor for the period.

() Financial Instruments
Derivative Financial I nstruments (notes 3L, 12 and 17)

Under U.S. GAAP, all derivative instruments, including derivative instruments embedded in other contracts, should be recognized in
the balance sheet as assets or liabilities at their fair values, and changes in fair value are recognized immediately in earnings, unless
the derivatives qualify as hedges of future cash flows, in which case the effective portion of such changes in fair value is recorded
temporarily in equity, and then recognized in earnings along with the related effects of the hedged items. Any ineffective portion of a
hedge is reported in earnings as it occurs. Mexican GAAP, through Bulletin C-2 (note 3L), establishes a methodology similar to that
of U.S. GAAP (SFAS 133, Derivative Instruments and Hedging Activities). The differences between SFAS 133 and Bulletin C-2
relate to the rules for hedge accounting. SFAS 133 provides specific rules for hedge accounting, while under Bulletin C-2, hedge
accounting is based solely on an entity’s intention and designation, provided that the underlying hedged asset or liability is already
recognized in the balance sheet. Bulletin C-2 does not provide guidance for hedging forecasted transactions, for cash flow hedges, for
derivative instruments by an entity in its own equity, and for hedges of an entity’s net investment in its foreign subsidiaries.
Accordingly, such instruments have been accounted for by CEMEX in accordance with SFAS 133 or with other U.S. GAAP
accounting pronouncements, as appropriate. Fair value hedges, as defined by SFAS 133, were precluded by Mexican GAAP until
December 31, 2004, since it was not permitted to record primary hedged instruments at fair value (note 24).
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At December 31, 2004 and 2005, the differences in derivative instruments’ hedge accounting between Mexican and U.S. GAAP, as
they relate to CEMEX, led to an adjustment in the reconciliation of net incometo U.S. GAAP, and areclassification in the condensed
financial information under U.S. GAAP in note 25(0), which are explained as follows:

e In connection with the fair value recognition of the derivatives related to CEMEX’s acquisition of RMC (note 17B) under
Mexican GAAP, CEMEX designated such derivatives as hedge of the variability in cash flows associated with exchange
fluctuations between the U.S. doallar, the currency in which CEMEX obtained the funds to purchase, and the British pound, the
currency in which the firm commitment was established. As a result of this designation, CEMEX recognized, in stockholders’
equity, the changes in fair value of the derivatives from the designation date that took place on November 17, 2004 until
December 31, 2004, and which represented a gain of approximately Ps1,515. This gain was reclassified to earnings under
Mexican GAAP in March 2005, the date when the purchase occurred. Consequently, for purposes of the reconciliation of net
income to U.S. GAAP, for the year ended December 31, 2004, this gain was reclassified from stockholders’ equity under
Mexican GAAP to earnings under U.S. GAAP for an amount of approximately Ps1,553, as SFAS 133, does not permit an entity
to establish a cash flow hedging relationship in a transaction that invol ves a business combination. Likewise, for the year ended
December 31, 2005, the gain recorded in earnings under Mexican GAAP was reclassified to stockholders’ equity under U.S.
GAAP; therefore, an expense of approximately Ps1,471 is presented as areconciling item.

e  As discussed in note 12B, as of December 31, 2004, related to the estimated fair value of Cross Currency Swaps (“CCS”),
CEMEX recognized net assets of U.S.$209 (Ps2,227). Under U.S. GAAP, such amounts do not qualify for net presentation and
thus have been presented as gross amounts for purposes of the condensed financia information under U.S. GAAP presented in
note 25(0). Asaresult, under U.S. GAAP at December 31, 2004, in respect to the portion of the estimated fair value attributable
to changes in exchange rates, short-term and long-term debt increased U.S.$132 (Ps1,408), including prepayments, against
current and non-current assets, while in respect of the portion of the estimated fair value attributable to accrued interest, current
liabilities increased U.S.$10.9 (Ps116) against current assets. As of December 31, 2005, the Company did not make net
presentation under Mexican GAAP.

See note 25(m) for changes in accounting principles regarding CEMEX’s equity forward contracts in its own shares due to the
adoption of SFAS 150. All derivative instruments, with the exceptions described above and the equity forwards described in notes
25(j) and 25(m), entered into by CEMEX and disclosed in notes 12 and 17, were accounted under Mexican GAAP consistently with
the provisions of U.S. GAAP.

For al hedging relaionships for accounting purposes, CEMEX formaly documents the hedging relationship and its
risk-management objective and strategy for undertaking the hedge, the hedging instrument, the hedged item, the nature of the risk
being hedged, how the hedging instrument’s effectiveness in offsetting the hedged risk will be assessed, and a description of the
method of measuring ineffectiveness. This process includes linking all derivatives that are designated as cash-flow or
foreign-currency hedges to specific assets and liabilities on the balance sheet or to specific firm commitments or forecasted
transactions.

As of December 31, 2004 and 2005, CEMEX has not designated any derivative instrument as a fair value hedge for accounting
purposes under both Mexican GAAP and U.S. GAAP. CEMEX also formally assesses, both at the hedge’s origination and on an
ongoing basis, whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in cash flows of
hedged items. When it is determined that a derivative is not highly effective as a hedge or that it has ceased to be a highly effective
hedge, CEMEX discontinues hedge accounting prospectively.

Fair Value of Financial I nstruments

The carrying amount of cash, trade accounts receivable, other accounts receivable, trade accounts payable, other accounts payable
and accrued expenses and short-term debt, approximates fair value because of the short-term maturity of these financia assets and
ligbilities.

Marketabl e securities and long-term investments are accounted for at fair value, which is based on quoted market prices for these or
similar instruments.

The carrying value of CEMEX's long-term debt and the related fair value based on quoted market prices for the same or similar

instruments or on current rates offered to CEMEX for debt of the same remaining maturities (or determined by discounting future
cash flows using borrowing rates currently available to CEMEX) at December 31, 2005 is summarized as follows:

At December 31, 2005

Estimated fair
Million of U.S. Dadllars Carrying amount value
BaNK OBNS......coieee ettt e e e e e e et e e e e e e e et e e e e e e e e e e e e e e e eaaaaas Ps 5,694 5,638
N0 (=S 7= Y- o USSP 3,157 3,110
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As discussed in notes 3D and 15D, CEMEX has designated certain debt as hedges of its investment in foreign subsidiaries and, for
Mexican GAAP purposes, records foreign exchange fluctuations on such debt in stockholders’ equity. For purposes of the U.S.
GAAP net income reconciliation, expense of Ps 897 in 2003, income of Ps 190 in 2004 and income of Ps1,075 in 2005, were
recognized as foreign exchange results since the related debt did not meet the conditions for hedge accounting purposes, given that
the currencies involved do not move in tandem.

(m) Financial Instrumentswith Characteristics of both Liabilities and Equity

In May 2003, the FASB issued SFAS 150, which requires an issuer to classify financia instruments as liabilities (or assets under
certain circumstances) when they meet the following criteria: (i) a financia instrument issued in the form of shares that is
mandatorily redeemable, through the unconditiona obligation of transferring its assets at a specified or determinable date (or dates)
or upon an event that is certain to occur; (ii) afinancial instrument, other than an outstanding share, that, at origination, embodies an
obligation to repurchase the issuer’s shares, or is indexed to such an obligation, and that requires or may require the issuer to settle
the obligation by transferring assets (for example, a forward purchase contract or written put option on the issuer’s shares that is to be
physically settled or net cash settled); and (iii) a financial instrument that embodies an unconditional obligation, which the issuer
must or may settle by issuing a variable number of its shares if, at origination, the monetary value of the obligation is based soldly or
predominantly in a fixed monetary amount known at origination, if variations are based on something other than the fair value of the
issuer’s shares, or if variations are inversely related to changes in the fair value of the issuer’s shares. SFAS 150 is effective for all
transactions entered into or modified after May 31, 2003, and otherwise is effective a the beginning of the first interim period
beginning after June 15, 2003.

Under SFAS 150, mandatorily redeemable instruments must be classified as a liability and initially measured at fair value against
equity. Equity forward contracts that require physical settlement by repurchase of a fixed number of the issuer’s shares in exchange
for cash are measured initidly at the fair value of the shares at origination, adjusted for any consideration or unstated rights or
privileges, against equity. Subsequently, those instruments should be measured at the net present value of the amount to be paid at
settlement, accruing interest cost using the rate implicit at origination. Other instruments within the scope of SFAS 150 shall be
initialy measured at fair value with subsequent changes in fair value recognized in earnings as interest expense. SFAS 150 was
adopted presenting the cumul ative effect of a change in an accounting principle for financial instruments created before the issuance
date of the statement. Restatement is not permitted.

Equity Forward Contracts in CEMEX’s own Shares

As described in notes 16 and 17A, as of December 31, 2004, CEMEX held equity forward contracts negotiated to hedge future
exercises under its stock option programs, for a notional amount of U.S.$1,112. In October 2005, as described in note 17A, these
equity forward contracts were liquidated. Since January 1, 2001, under Mexican GAAP, these forward contracts, which could have
been physically or net cash settled at CEMEX’s option, were recognized at their estimated fair value as assets or liabilities in the
balance sheet, and changes in fair value and the result from the liquidation of the contracts have been recorded in earnings for the
years ended December 31, 2003, 2004 and 2005. The accounting treatment given to these contracts since 2001 was consistent with
SFAS 150 and, therefore, with respect to these forwards, no reconciling adjustment was required pursuant to the implementation of
the statement.

In addition, as of December 31, 2004, CEMEX held other equity forward contracts (note 17A), for a notiona amount of U.S.$45,
which could be physically or net cash settled at CEMEX’s option and were considered as equity transactions under Mexican GAAP.
For U.S. GAAP purposes, until December 31, 2002, the effects of these contracts were recognized upon settlement as an adjustment
to stockholders’ equity and no periodic recognition was made. Under SFAS 150, these instruments should be initially recognized at
their estimated fair market value as assets or liahilities in the balance sheet, and subsequent changesin fair value should be recorded
in earnings, with the cumul ative effect of adoption recognized as an adjustment to net income. CEMEX adopted SFAS 150 as of June
30, 2003 and, as aresult, for purposes of the reconciliation of net income to U.S. GAAP for the year ended December 31, 2003, the
estimated fair value of such forward contracts was recognized against the cumulative effect from the change in accounting principle,
which represented an expense of approximately Ps608. After initial recognition under U.S. GAAP, CEMEX recorded a gain related
to changesin fair value during 2003 amounting to approximately Ps454.

Related to the equity forwards in CEMEX’s own shares, during 2004, upon settlement of severa contracts, CEMEX recognized a
gain of approximately Ps444 (U.S.$39) under Mexican GAAP within stockholders’ equity. Under U.S. GAAP, instruments with a
variety of settlement options are required to be marked to market through earnings; accordingly, the gain recognized under Mexican
GAAP was reclassified to earnings under U.S. GAAP. The reclassification under U.S. GAAP had no effect on stockholders’ equity.

(n) Supplemental Debt I nformation

At December 31, 2004 and 2005, due to CEMEX s ability and its intention to refinance short-term debt with the available amounts of
the committed long-term lines of credit, U.S.$ 847 (Ps 9,051) and U.S.$505 (Ps5,362), respectively, were reclassified from short-
term debt to long-term debt under Mexican GAAP (note 12). For purposes of the condensed ba ance sheets under U.S. GAAP in note
25(0), this reclassification was reversed given that under U.S. GAAP the reclassification is precluded when the long-term agreements
contain “Material Adverse Events” clauses, which in the case of CEMEX are customary covenants.
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(0) Condensed Financial Information under U.S. GAAP

The following table presents consolidated condensed income statements for the years ended December 31, 2003, 2004 and 2005,
prepared under U.S. GAAP, and includes al differences described in this note as well as certain other reclassifications required for
purposes of U.S. GAAP:

Y ear sended December 31,

Statements of income 2003 2004 2005
NEE SEIES. ...ttt e sttt e et nee s reenee e e e e reenneentenreenaeaneens Ps 86,568 92,553 159,516
(€007 oo 1 PSSR 36,110 39,038 63,464
OPErEING INCOME. ...ttt ettt sttt be et b e bt b beebessenneens 14,770 17,007 24,706
Comprehensive finanCial TESUIL............ceeiieiiiere e, (3,078) 3,495 2,862
OthEr EXPENSES, NEL......viuiiteicieeiete ettt sttt et e saetesbesesbeseebe s beseere e, (1,218) (630) (2,191)
Income tax (including deferred taxes) ........oovieerieieriere e (1,206) (1,684) (3,912
Equity in income of affiliaes..........cov e 582 590 1,226
(0001810 1107z 15 0 [ < M 1110/0 1 <Y 9,850 18,778 22,691
MiNOrity INEEreSt NEL INCOME.......c.eiuieieiieieeeeeee ettt 171 273 576
Magjority interest net income before cumul ative effect of accounting change.............. 9,679 18,505 22,115
Cumulative effect of accounting Change...........c.ocveveieieiisieceeee e, (695) — _
M@ Ority INtEreSt NEL INCOME.......cueeieeieieeieeieeieeee ettt Ps 8,984 18,505 22,115

The following table presents consolidated condensed baance sheets at December 31, 2004 and 2005, prepared under U.S. GAAP,
including dl differences and reclassifications as compared to Mexican GAAP described in this note 25:

At December 31,

Balance sheets 2004 2005
(O 4 (< 11 B S < (T Ps 25,282 43,398
INVEStMENES AN NON-CUITENE BSSELS......coiieeeeeee e e et e e e e e e e e e e e e e e e e e e e e e s e eeaeeeeeaeeaaas 21,746 16,971
Property, machinery and eQUIPIMENE .........c.eeiierriiere e see e nee s 112,829 169,553
D = o e = o= 52,693 63,821
TOBI BSSELS. .ttt ettt ettt ettt sttt bbb bbb bbb e nre b e 212,550 293,743
CUNTENE HHADITTTES ...t b bbb sre e 37,327 52,763
LONG-LEMIAEDE ... 44,949 82,610
Other NON-CUITENt [HADITITIES. ......eiveieiieeieerieriese e 30,190 41,260
TOtAl 1IADIITIES ...t 112,466 176,633
IMINOTIEY INEEIES ...ttt bbbttt bbb bbb e e 4,672 5,729
Stockholders' equity including cumulative effect of accounting change..................... 95,412 111,381
Total liabilities and Stockholders eqUItY ........coceeriirriere e Ps 212,550 293,743

The prior period amounts presented in the tables above were restated to constant pesos as of December 31, 2005 using the Mexican
inflation rate in order to comply with current requirements of Regulaion S-X, instead of the weighted average inflation factor used
by CEMEX under Mexican GAAP (note 3B).

Reclassifications

The condensed financial information under U.S. GAAP presented in the tables above, include, in addition to the adjustments
included in the reconciliation of net income and stockholders’ equity, several reclassfications as compared to the consolidated
financial statements under Mexican GAAP, which arise from the differences in the consolidation policy and other presentation rules
under Mexican GAAP and U.S. GAAP. The main reclassifications at December 31, 2004 and 2005 and for the years ended
December 31, 2003, 2004 and 2005 are as follows:

e Under Mexican GAAP, CEMEX consolidates its investments in joint ventures (note 3C) through the proportionate consolidation
method, which incorporates line-by-line al assets, liabilities, revenues and expenses according to CEMEX’s equity ownership in
such joint ventures. Under U.S. GAAP, equity interests between 20% and 50% are accounted for by the equity method.
Consequently, under U.S. GAAP, all assets, liahilities, revenues and expenses related to CEMEX’s joint ventures in Spain and
Portugal were removed line-by-line against the equity in affiliates for both the balance sheets and the income statements.

o Assets hdd for sale (note 8) of Ps 554 and Ps650, as of December 31, 2004 and 2005, respectively, were reclassified to long-term
assets for purposes of the condensed financial information of balance sheet under U.S. GAAP in note 25(0). These assets are stated
at their estimated fair value. Estimated costs to sell these assets are not significant.
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e Under Mexican GAAP, for the years ended December 31, 2003, 2004 and 2005, other expenses, net, included goodwill
amortization until 2004, dumping duties, results from idle facilities, results from the sales of fixed assets, impairment losses of
long-lived assets, net results from the early extinguishment of debt and other unusua or non-recurring transactions. For purposes
of the income statement condensed financia information under U.S. GAAP in note 25(c), from other expenses, net, under
Mexican GAAP, expenses of Ps3,146 in 2003, Ps2,708 in 2004 and Ps891 in 2005 were reclassified to operating expenses.
Likewise, expenses of Ps479 in 2004 and Ps383 in 2005 were reclassified to the comprehensive financial result under U.S. GAAP.

(p) Supplemental Cash Flow Information Under U.S. GAAP

Under Mexican GAAP, statements of changes in financial position identify the sources and uses of resources based on the
differences between beginning and ending financia statements in constant pesos. Monetary position results and unrealized foreign
exchange results are treated as cash items in the determination of resources provided by operations. Under U.S. GAAP (SFAS 95),
statements of cash flows present only cash items and exclude non-cash items. SFAS 95 does not provide any guidance with respect to
inflation-adjusted financial statements. The differences between Mexican GAAP and U.S. GAAP in the amounts reported is
primarily due to (i) the elimination of inflationary effects of monetary assets and liahilities from financing and investing activities
againgt the corresponding monetary position result in operating activities, (ii) the eimination of foreign exchange results from
financing and investing activities against the corresponding unrealized foreign exchange result included in operating activities and
(i) the recognition in operating, financing and investing activities of the U.S. GAAP adjustments.

The following table summarizes the cash flow items as required under SFAS 95 provided by (used in) operating, financing and
investing activities for the years ended December 31, 2003, 2004 and 2005, giving effect to the U.S. GAAP adjustments, excluding
the effects of inflation required by Bulletin B-10 and Bulletin B-15. The following information is presented in millions of pesos on a
historical peso basis and is not presented in pesos of constant purchasing power:

Y ear sended December 31,

2003 2004 2005
Net cash provided by Operating aCtiVitieS. ........coevererenenenenerereseseseeee Ps 9,772 21,885 28,909
Net cash provided by (used in) financing activities..............ccccoieeiicinene. (4,874) (3,723) 12,502
Net cash used in iNVEStiNg ACtIVITIES..........ceiririieiineieei e (5,419) (17,734) (38,818)

Net cash flow from operating activities reflects cash payments for interest and income taxes as follows:

Y ear sended December 31,

2003 2004 2005
L1 =S B o7 PR Ps 4,897 3,654 5,124
INCOME tAXES PAIT ...ttt e e e eesreeneeeneesnean 576 1,314 2,433

Non-cash activities are comprised of the following:

Long-term debt assumed through the acquisition of businesses was Ps137.8 in 2003 and Ps11,903 in 2005.

(q) Restatement to Constant Pesos of Prior Years

The following table presents summarized financia information under Mexican GAAP of the consolidated income statements for the

years ended December 31, 2003 and 2004 and balance sheet information as of December 31, 2004, in constant Mexican pesos as of
December 31, 2005, using the Mexican inflation index:

Y ear sended December 31, 2003 2004
SAlES. ittt — e e e e e e e e e e e bae e e aaraeeeaarreeeaarres Ps 87,414 93,507
(€007 oo 1 1 F 37,023 40,883
OPEratinNg INCOMIE. ...c.veeeeieeereeeeesteeseeeeesseeseeaeeaseesseaeesseeneeaneesseeneesneesseensessees 17,755 21,247
Mg Ority INtEreSt NEL INCOME ......cuiieeeeieeee et ee e ee e neeeeesneas 7,672 14,999
At December 31, 2004
(O 4 (= 11 = S < (TR Ps 22,394
INON-CUITENT BSSELS. ... uvvverrrrrrrrerririrsrsrrresssssssssrssrerraae—era————————————————————anaa————————.. 177,038
CUIMTENE [TADITITIES ...t e e e e e e e 27,680
NON-CUITENt HTADIITIES. ... 77,438
Majority interest tOCkholders” eqUILY ........coovrerereriiininerese e 89,851
Minority interest stockholders” qUItY .........cocoveicieriiiiie e 4,463
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(r) Stock Option Programs

Stock options activity during 2004 and 2005, the balance of options outstanding at December 31, 2004 and 2005 and other generd
information regarding CEMEX’s stock option programs is presented in note 16. Until December 31, 2004, the availability of CPOs
for the potential future exercise of the programs was fully hedged through equity forward contracts in CEMEX’s own stock (note
17A). Resulting from the secondary equity offering and the concurrent settlement of the equity forward contracts, as of December 31,
2005, the availability of CPOs for the potentia future exercise of the programs is mainly hedged through the use of treasury shares.

At December 31, 2004, for financial reporting under Mexican GAAP, CEMEX accounted for its stock option programs (note 16)
using a methodology that is consistent with the rules set forth in APB Opinion No. 25, Accounting for Stock Issued to Employees
("APB 25") under U.S. GAAP. According to APB 25, compensation cost should be determined under the intrinsic value method,
which represents the difference between the strike price and the market price of the stock at the reporting date, for al plans that do
not meet the following characteristics: (i) the exercise price established in the option is equal to the quoted market price of the stock
at the measurement date, (ii) the exercise price is fixed for the option’s life, and (iii) the option’s exercise is hedged through the
issuance of new shares of common stock. After considering these characteristics, no compensation cost was recognized for the
CEMEX’s fixed program (note 16-Equity programs), while compensation cost, under the intrinsic method, was periodicaly
determined for dl other programs granted by CEMEX (note 16-Liability programs).

During 2005, as mentioned in notes 3R and 16, under Mexican GAAP CEMEX obligatorily adopted IFRS 2, “Share-based
Payment” (“IFRS 2”) As aresult of the adoption of IFRS 2, as of December 31, 2005, CEMEX accrued a provision representing the
fair value of the outstanding options classified as liahility instruments of approximately Ps2,659 (U.S.$250). During the year ended
December 31, 2005, CEMEX recorded an expense in its income statement from the change in fair value of approximately Ps2,119
(U.S.$200).

For purposes of the reconciliation of net income to US GAAP, for the year ended December 31, 2005, CEMEX reversed the
adjustment to fair value made under Mexican GAAP and maintained the valuation of the outstanding options under the intrinsic
value method, which resulted in a decrease in the compensation expense in 2005 of approximately Ps860 (Ps992 before the related
income tax effect) as compared to the accrual under the fair value method.

As of and for the years ended December 31, 2003, 2004 and 2005, under U.S. GAAP, CEMEX applied the disclosure rules of SFAS
123, Accounting for Stock-Based Compensation (“SFAS 123”) SFAS 123 requires compensation cost for stock option plans that
meet the characteristics of equity instruments, to be determined based on the options’ fair value at the grant date, using a qualified
option-pricing model, and recorded in results of operations during the options’ vesting period, after which no further recognition is
required. Moreover, SFAS 123 requires that compensation cost related to stock awards that meet the characteristics of liability
instruments should be determined based on the intrinsic value of the awards at each baance sheet date, recording changes in such
intrinsi ¢ value through earnings, in a manner similar to the accounting treatment prescribed under APB 25 for variable plans and that
was applied by CEMEX under Mexican GAAP until December 31, 2004 as mentioned above. SFAS 123 alows entities to continue
the use of APB 25 for valuation purposes, requiring entities to disclose the estimated effect as if they had applied the fair value
method during the periods presented.

In 2005, CEMEX identified that its option programs granted in prior years, except for the fixed program, and that were accounted for
as variable awards under Mexican GAAP were considered as fixed awards for purposes of determining the pro forma impact of the
fair value of option grants. As a result, on the pro forma disclosure, CEMEX removed the expense for those periods determined
under Mexican GAAP, and recorded on a pro formabasis under U.S. GAAP, the fair values of these awards determined at the date of
grant using an option pricing model. Pro forma adjustments were not necessary since the variable accounting under Mexican GAAP
for these programs was in accordance with the rules of both APB 25 and SFAS 123. Accordingly, the pro forma disclosures for the
years 2003 and 2004 were removed to reflect the correction of thiserror.

Compensation cost (income) by plan recorded under Mexican GAAP according to the intrinsic value method for the years ended
December 31, 2003 and 204 were as follows:

For the years ended December 31, 2003 2004
RESITICLE PrOGIaIM 2.ttt et ee et ee e teeeeeneesseenseeneesseeneeenes Ps - 221
S o LC e - I o]0 o S 63 157
AV Ao 1= o0 | = 10 0 1SR 385 (238)
Y0 10 g1 = Y o0 = 0 0 S 48 (84)
496 56
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For the year ended December 31, 2005, had compensation cost be determined under SFAS 123, based on the intrinsic value of stock
options at each reporting date, CEMEX's net income and earnings per share would have been as follows:

Restricted Special Variable

For theyear ended December 31, 2005 program program program Total
Net income, asreported (Mexican GAAP) ... Ps 22,425
Reversd of cost (income) under Mexican GAAP according to IFRS 2 3. (214) 511 1,822 2,119
(Cost) income of options according to intrinsi ¢ value method under
SFAS 123ttt et n e eeeneeeens (577) (349) (90) (1,016)
Approximate net iNCOME, Pro formMaL.........cvevvere e 23,528
Basic earnings per share, as reported............ooveveieereenesierseenereeeseeeneeens Ps 2.16
Basic earnings per share, pro formal........co.eeveerreeeseere e Ps 227

1 For the year ended December 31, 2003, net income under Mexican GAAP includes a liquidation cost of approximately Ps710
related to the voluntary program, which was fully exercised during the year.

2 Asaresult of the early exercise in December 2004, CEMEX recognized a liquidation cost of approximately U.S.$61 (Ps653)
related to options redeemed from old programs (note 16), including those of the variable program granted in February 2004 and
those of the restricted program initiated also in February 2004.

3 The amount of expense (income), recognized under Mexican GAAP and reversed for purposes of the pro forma discl osure under
U.S. GAAP, reflects the change between the initia balance of the provision created for under the intrinsic value method, and the
year-end balance of the provision created for under the fair value method in 2005, and does not include amounts expensed in
actual exercises or liquidations. Amounts expensed are included in earnings under Mexican GAAP and are not reversed for U.S.
GAAP disclosure purposes.

In December 2004, the FASB issued SFAS 123R, Share-Based Payment, which is effective for compani es beginning January 1, 2006
(note 25(w)). SFAS 123R eliminates the alternative to use APB 25’s intrinsic value method and requires entities to recognize the cost
of employee services received in exchange of awards of equity instruments based on the grant-date fair value of those awards.
Moreover, SFAS 123R requires that stock awards that meet the characteristics of liabilities to be recorded et their fair value at each
reporting date, recognizing changes in val uation through earnings. CEMEX will adopt SFAS 123R under U.S. GAAP during 2006.

(s) I'mpairment of Long Lived Assets

Under U.S. GAAP, effective January 1, 2002, CEMEX adopted SFAS 142, which eliminates the amortization of goodwill and of
indefinite-lived intangible assets, addresses the amortization of intangible assets with finite lives, impairment testing and the
recognition of goodwill and other intangible assets acquired in business combinations. Likewise, effective January 1, 2002, CEMEX
adopted SFAS 144, which establishes a single model for the impairment of long-lived assets and broadens the presentation of
discontinued operations to include disposal of an individua business.

As aresult of such adoption under U.S. GAAP, CEMEX ceased the amortization of the goodwill balances determined at December
31, 2001; however, such amounts remain subject to impairment evaluations. During the first half of 2002, in connection with SFAS
142’s transitional goodwill impairment evaluation, which required an assessment of whether there was an indication that goodwill
was impaired as of the date of adoption, CEMEX identified its reporting units and determined the carrying value of each reporting
unit as of January 1, 2002, by assigning the assets and liabilities, including the existing goodwill and intangible assets, to those
reporting units. CEMEX dso determined the fair value of each reporting unit and compared it to their related carrying amounts. Fair
value of the reporting units exceeded in each case the corresponding carrying amount and, therefore, no impairment charges resulted
from the transitional evaluation performed on the recorded goodwill as of January 1, 2002. For the years ended December 31, 2003
and 2004, goodwill under Mexican GAAP continued to be an amortizable intangible asset. Based on the similarities of the
components of the operating segments (cement, ready-mix concrete, aggregates and other construction materials), CEMEX’s
geographical segments under SFAS 131 are adso the reporting units under SFAS 142 for purposes of assessng fair vaue in
determining potential impairment at transition and in future periods.

Under U.S. GAAP, CEMEX assesses goodwill and indefinite-lived intangibles for impairment annually unless events occur that
reguire more frequent reviews. Long-lived assets, including amortizable intangibles, are tested for impairment if impairment triggers
occur. Discounted cash flow analyses are used to assess the possible impairment of non-amortizable intangible assets and goodwill,
while undiscounted cash flow analyses are used to assess the existence of impairment of other long-lived assets such as property,
plant and equipment. If an assessment indicates impairment, the impaired asset is written down to its fair value based on the best
information available.
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The useful lives of amortizable intangibles are evaluated periodically, and subsequent to impairment reviews, to determine whether
revison is warranted. If cash flows related to a non-amortizable intangible are not expected to continue for the foreseeable future, a
useful life is assigned. Considerable management judgment is necessary to estimate undiscounted and discounted future cash flows.
Assumptions used for these cash flows are consistent with internal forecasts and industry practices. For the years ended December
31, 2003, 2004 and 2005, there were no impairment charges under U.S. GAAP in addition to those described in notes 10 and 11,
which were recorded under Mexican GAAP, as CEMEX’s policy for impairment is consistent with U.S. GAAP, except, during 2004,
for the expense of approximately Ps960 reclassified from stockholders’ equity under Mexican GAAP to net income under U.S.
GAAP in connection with the purchase of CAH shares in exchange for CEMEX’s CPOs (note 25(a)). Impairment charges are
recorded as other expenses under Mexican GAAP and are reclassified to operating income under U.S. GAAP (note 25 (0)).
Approximate goodwill by reporting unit under U.S. GAAP is summarized as follows:

Acquisitions Inflation and Acquisitions Inflation and
December 31, (divestitures) Impairment  currency December (divestitures) —currency December
2003 (1) losses  fluctuation (2) 31, 2004 (1) fluctuation (2) 31, 2005
North America
United States........cocevevevveeennes 17,560 103 - (516) 17,147 5,248 (729) 21,666
MEXICO....oveveirreecereee e 6,820 - - - 6,820 - - 6,820
Europe
S o 11 o 1S 12,166 - - 572 12,738 63 (2,049) 10,752
France....................l - - - - - 2,209 - 2,209
UK. - - - - - 648 - 648
Other EUrope (3)..«ceveeveeneenen — — — — — 745 — 745
South, Central America & the
Caribbean
Colombia.......ccoeevvveveeeireenene 4,020 - - 635 4,655 - 111 4,766
Venezuela......c..ocuvvevevnennnnnne 344 - - (23) 321 - (18) 303
Dominican Republic.............. 358 - - 122 480 - (52) 428
CostaRiCa.......cccevvevereireenen. 335 - - (19) 321 - (19) 307
The Caribbean..........coco........ 457 - - (13) 444 - (19) 425
Other South, Central. America
& the Caribbean (4)................ 73 - - 2 71 320 (4 387
Africa & Middle East
EQypt ..o 253 - - - 253 - 11 264
United Arab Emirates............ - - - - - 1,378 - 1,378
Asia
The Philippines........cccccvenee.e. 1,437 - - (5) 1,432 - 48 1,480
Thailand......ccccoeeeeeiiieeecnen. 520 - - (5) 515 - (38) 477
Other ASia......ccoeveveveeeireenen. 364 - - (10) 354 - (15) 339
Other reporting units (s)............. 1,073 - (256) (47) 770 - (33) 737
Affiliaes (note 9A).......ccc...... 608 — — (4 604 (14) (6) 584
46,388 103 (256) 690 46,925 10,597 (2,807) 54,715

1. During 2004 CEMEX acquired a ready-mix company in the state of Georgia for approximately U.S.$16.7 (Ps 178.0). In addition,
during 2005, CEMEX acquired RM C and other minor operations in Central America. The net increase in goodwill for Ps10,597,
includes the decrease in goodwill resulting from assets disposals in the U.S. (note 9A) for approximately Ps1,570 and the
decrease of Ps595 of restructuring charges considered as part of the purchase price of RMC under Mexican GAAP, wich were
charged to earnings under U.S. GAAP.

2. The amounts presented in this column include: (i) the effects on goodwill from foreign exchange fluctuations during the period
between the reporting unit’s currencies and the Mexican peso, and (ii) the effect of removing the restatement into constant pesos
as of December 31, 2005, using Mexican inflation, applied to the goodwill balances at the beginning of the year.

3. Other Europe refersto goodwill determined on the operations located in the Czech Republic, Ireland and Latvia, generated in the
acquisition of RMC.

4. Other South, Central America and the Caribbean refer mainly to goodwill determined on the operations located in Panama and
Puerto Rico, acquired in prior years.

5. Other reporting units primarily consist of units engaged in software devel opment projects.
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(t) Saleof Accounts Receivable

CEMEX accounts for transfers of receivables under Mexican GAAP consistently with the rules set forth by SFAS 140, Accounting
for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities. Under SFAS 140, transactions that meet the
criteria for surrender of control are recorded as sales of receivables and their amounts are removed from the consolidated baance
sheet a thetimethey are sold (note 5).

(u) Other Disclosures Under U.S. GAAP
Accounting for Costs Associated with Exit or Disposal Activities

Effective January 1, 2003, CEMEX adopted SFAS 146, Accounting for Costs Associated with Exit or Disposal Activities. SFAS 146,
which addresses financia accounting and reporting for costs associated with exit or disposal activities, basicaly requires, as a
condition to accrue for the costs related to an exit or disposal activity, including severance payments, that the entity communicate the
plan to all affected employees and that the plan be terminated in the short-term; otherwise, associated costs should be expensed as
incurred. For the years ended December 31, 2003, 2004 and 2005, CEMEX did not recognize any such costs related to exit or
disposal activities.

Guarantor’s Accounting and Disclosure Requirements for Guarantees

Effective January 1, 2003, CEMEX adopted Interpretation 45, Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness to Others, an interpretation of FASB Satements 5, 57 and 107 and a
rescisson of FASB Interpretation 34, which daborates on the disclosures to be made by a guarantor in its interim and annua
financial statements about its obligations under guarantees issued. The interpretation also clarifies that a guarantor is required to
recognize, at origination of a guarantee, aliability for the fair value of the obligation undertaken. As of December 31, 2004 and 2005,
CEMEX has not guaranteed any third parties’ obligations; however, with respect to the electricity supply long-term contract
discussed in note 22F, CEMEX may also be required to purchase the power plant upon the occurrence of specified material defaults
or events, such as failure to purchase the energy and pay when due, bankruptcy or insolvency, and revocation of permits necessary to
operate the facility. For the years ended December 31, 2004 and 2005, for accounting purposes under Mexican GAAP and U.S.
GAAP, CEMEX has considered this agreement as a long-term supply agreement and no liability has been created, based on the
contingent characteristics of CEMEX's obligation and given that, absent a default under the agreement, CEMEX's obligations are
limited to the purchase of energy from, and the supply of fuel to, the plant.

In addition, as a result of the newly created dtrategic alliance with Ready Mix USA, as mentioned in note 9A, after the third
anniversary of the venture and for a period of 25 years, the venture partner has an option to require CEMEX to purchaseitsinterest in
the joint ventures. Considering the contingent nature of this agreement and the absence of a present obligation at the balance sheet
date, CEMEX has not accrued any provision related to this contingency under both Mexican and U.S. GAAP.

Variable Interest Entities

Effective March 15, 2004, CEMEX adopted Interpretation 46R (revised December 2003), Consolidation of Variable Interest Entities,
an interpretation of ARB 51 (“FIN 46R”). The interpretation addresses the consolidation by business enterprises of variable interest
entities (“VIEs”), which are defined in FIN 46R as those that have one or more of the following characteristics: (i) entities which
equity investment at risk is not sufficient to finance their operations without requiring additional subordinated financing support
provided by any parties, including the equity holders; and (ii) the equity investors lack one or more of the following attributes: @) the
ability to make decisions about the entity’s activities through voting or similar rights, b) the obligation to absorb the expected losses
of the entity, and c) the right to receive the expected residua returns of the entity. Among others, entities that are deemed to be a
business according to FIN 46R, including operating joint ventures, need not be evaluated to determine if they are VIES under FIN
46R. Variable interests, among other factors, may be represented by operating losses, debt, contingent obligations or residual risks
and may be assumed by means of loans, guarantees, management contracts, leasing, put options, derivatives, etc. A primary
beneficiary is the entity that assumes the variable interests of a VIE, or the mgjority of them in the case of partnerships, directly or
jointly with related parties, and is the entity that should consolidate the VIE. FIN 46R applies to financial statements for periods
ending after March 15, 2004. As discussed in the preceding paragraph, CEMEX has an dectricity supply long-term contract (note
22F), through which, an international partnership, which built and currently operates an electrica energy generating plant, sells to
CEMEX, starting in 2004, al the energy generated for a term of no less than 20 years. Under FIN 46R, after analysis of the
provisions of the agreements, CEMEX believes that such partnership is not a VIE under the scope of the interpretation, and,
therefore, as of and for the years ended December 31, 2004 and 2005, CEMEX has not consolidated any asset, liability or operating
results of such partnership.
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(v) Newly Issued Accounting Pronouncements under U.S. GAAP

In December 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS 123R, Share-Based Payment (“SFAS
123R”), a revision of SFAS 123, which establishes standards for the accounting of all share-based payment transactions, with a
primary focus on schemes in which an entity obtains employee services in share-based payment transactions, aso clarifies and
expands guidance in severa areas, including measuring fair value, classifying an award as equity or as aliability, and attributing
compensation cost to reporting periods. SFAS 123R requires companies to measure the cost of employee services received in
exchange for an award of equity instruments based on the grant-date fair value of the award and diminates the dternative to use
APB 25’s intrinsic value method of accounting, permitted by SFAS 123 as originally issued (note 25(r)), under which, upon
compliance of certain rules, issuing stock options to employees resulted in recognition of no compensation cost.

The cost under SFAS 123R for equity awards should be recognized over the period during which an employee is required to
provide service in exchange for the award (usudly the vesting period). In addition, for liability awards, the cost should be
determined by the changes in the estimated fair value of the awards at each reporting date. The grant-date fair value, and the fair
value at the reporting date, for employee equity and liability awards, respectively, will be estimated using option-pricing models,
unless observable market prices for the same or similar instruments are available.

SFAS 123R will be effective for CEMEX as of January 1, 2006 and will apply to all awards classified as equity granted after the
required effective date and to awards modified, repurchased, or cancelled after that date, and to all outstanding liability awards.
The cumulative effect of initidly applying this statement, if any, will be recognized as of the required effective date. As of the
required effective date, entities that used the fair-value-based method for either recognition or disclosure under SFAS 123 will
apply SFAS 123R using a modified version of prospective application, under which, compensation cost is recognized for the
portion of outstanding awards for which the requisite service has not yet been rendered, based on the grant-date fair value of those
awards calculated under SFAS 123 for either recognition or pro forma disclosures. For periods before the required effective date,
entities may elect to apply a modified version of retrospective application under which financia statements for prior periods are
adjusted on a basis consistent with the pro forma discl osures required for those periods by SFAS 123.

In connection with the adoption of SFAS 123R in 2006, considering all the outstanding liability awards, SFAS 123R may have a
material impact in CEMEX’s net income under U.S. GAAP (see pro forma historical information in note 25(r)). As of the effective
date of SFAS 123R, there will be no outstanding unvested equity awards.

In December 2004, the FASB issued SFAS 151, Inventory Costs (“SFAS 1517), which clarifies the accounting for abnormal
amounts of idle facility expense, freight, handling costs, and wasted materid (spoilage). Under SFAS 151, such items will be
recognized as current-period charges. In addition, SFAS 151 requires that alocation of fixed production overheads to the costs of
conversion be based on the normal capacity of the production facilities. SFAS 151 will be effective for CEMEX for inventory
costs incurred on or after January 1, 2006. CEMEX does not expect any material impact from the adoption of this statement.

In December 2004, the FASB issued SFAS 153, Exchanges of Nonmonetary Assets (“SFAS 153”), which eliminates an exception
in APB 29 for nonmonetary exchanges of similar productive assets and replaces it with a general exception for exchanges of
nonmonetary assets that do not have commercial substance. The exception provides that those exchanges should be measured
based on the recorded amount of the nonmonetary assets relinquished, rather than on the fair values of the exchanged assets. A
nonmonetary exchange has commercial substance if the future cash flows of the entity are expected to change significantly as a
result of the exchange. SFAS 153 will be effective for CEMEX for nonmonetary asset exchanges occurring on or after January 1,
2006. CEMEX does not expect any materia impact from the adoption of this statement.

In May 2005, the FASB issued SFAS 154, Accounting Changes and Error Corrections (“SFAS 154”), which establishes, unless
impracticable, retrospective application as the required method for reporting a change in accounting principle in the absence of
explicit trangition requirements specific to a newly adopted accounting principle. SFAS 154 will be effective for CEMEX for al
accounting changes and any error corrections occurring after January 1, 2006.

In September 2005, the EITF issued EITF Issue No. 04-13 Accounting for Purchases and Sales of Inventory with the Same
Counterparty. EITF 04-13 provides guidance as to when purchases and sales of inventory with the same counterparty should be
accounted for as a single exchange transaction. EITF 04-13 aso provides guidance as to when a nonmonetary exchange of
inventory should be accounted for at fair vdue. EITF 04-13 will be applied to new arrangements entered into, and modifications
or renewals of existing arrangements occurring after January 1, 2007. The application of EITF 04-13 is not expected to have a
significant impact on the CEMEX’s financial statements.

(w) Recent Developments (unaudited)

In January 2006, CEMEX acquired a grinding mill with a grinding capacity of 400,000 tons per year in Guatemala for approximately
U.S$17.4. CEMEX entered into an agreement to purchase these operationsin September 2005.
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In January 2006, officials from the Mexican and U.S. governments reached an agreement in principle that will bring an end to the
longstanding dispute over U.S. imports of Mexican cement (note 22C). Under the agreement, the U.S. and Mexican cement
industries will share unliquidated historical duties associated with the antidumping order. CEMEX will receive approximately
U.S.$100in cash from this settlement and will also eliminate approximately U.S.$65 in provisions.

On March 2, 2006, CEMEX sold 4K Beton A/S, a Danish subsidiary, which operated 18 ready-mix concrete plants in Denmark, to
Unicon A/S, a subsidiary of Cementir Group, an Italian cement producer, for approximately €22 million. As part of the transaction,
CEMEX purchased from Unicon A/S two companies engaged in the ready-mix concrete and aggregates business in Poland for
approximately €12 million. These companies operate nine ready-mix concrete plants and one aggregates quarry in Poland. CEMEX
received net cash proceeds of approximately €6 million, after cash and debt adjustments, from this transaction.

On March 20, 2006, CEMEX agreed to terminate the operating lease on the Ba cones cement plant located in New Braunfels, Texas,
prior to expiration and purchased the Ba cones cement plant for approximately U.S.$61.2.

On April 27, 2006, the annual stockholders’ meeting approved: (i) an increase in the variable common stock through the
capitalization of retained earnings of up to Ps6,718, issuing shares as a stock dividend for up to 720 million shares equivaent to up
240 million CPOs, at a subscription price of U.S.$0.1330 per CPO, or instead, stockholders may choose to receive U.S.$0.1330 per
CPO in cash; (ii) a further stock split, which CEMEX expect to occur in July 2006, by means of which each of the existing series A
shares will be surrendered in exchange for two new series A shares, and each of our existing series B shares will be surrendered in
exchange for two new series B shares; and (iii) the change of the legal and commercial name of CEMEX was changed to CEMEX,
S.A.B. de C.V., Sociedad Andnima Bursatil de Capital Variable, that means a “public stock corporation with variable capital”. The
new name will be in effect on July 1, 2006, the change in the name of CEMEX was made to comply with the requirements of the
new Mexican Securities Law that was enacted on December 28, 2005.

On May 4, 2006, CEMEX agreed to sell 24.9% of PT Semen Gresik to Indonesia-based Rajawali Group for approximately U.S.$337
or U.S.$2.28 dallars per share. According to the terms of the agreement, the purchaser’s obligations are subject to obtaining the
approval of the Indonesian goverment and the fulfillment of other conditions. On May 17, 2006, CEMEX received a letter from the
Indonesian government purporting to exerciseitsright of first refusal in respect of the Gresik shares we agreed to sell to the Rgawali
Group. No assurance can be given either that the sale to the Rgawai Group will be consummated, or tha the Indonesian will
purchase the Gresik shares, on the terms outlined above. In the event this sale is consummated, CEMEX’s remaining interest in
Gresik will be 0.6%.

During May 2006, CEMEX and some of its subsidiaries in Mexico were notified by the Mexican tax authorities of several tax
assessments related to different tax periods. These tax assessments are for an amount of approximately Ps3,793 as of May 31, 2006.
The tax assessments result primarily from: (i) disallowed restatement of tax loss carryforwards in the same period in which they
occurred, and (ii) tax consecuences from investments in foreign subsidiaries. At this priminary stage in the proceedings, it is not
possible to assess the likelihood of an adverse result in these tax assessments for CEMEX.

In connection with the stock split mentioned above, a new CPO representing two new series A shares and one new series B share will
be delivered to each holder of a CPO. The ratio of CPOs to ADSs will not change as a result of the stock split; each ADS will
represent ten (10) CPOs following the stock split, accordingly, a new ADS will be delivered to each holder of an ADS to reflect the
two-for-one split. The proportiona equity interest participation of existing shareholders will not change as aresult of the stock split.
The financial data set forth in this annua report have not been adjusted to give retroactive effect to the stock split. Earnings per share,
the average number of shares outstanding, as well as the CPO numbers included throughout the financial statements and related notes
for the years ended December 31, 2003, 2004 and 2005, were not adjusted to make the effect of the stock split retroactive.

Had the per share amounts and the average number of shares been restated in order to give retroactive effect to the stock split
mentioned above, the pro forma information would had been as follows:

For the years ended December 31, (unaudited)

2003 2004 2005 2005
Proforma per shareinformation under Mexican GAAP:
BasiC €arnings PEr SNAIE........ccviereriesresiesieseseseseseessessessessenes Ps 0.38 0.70 1.08 US$ 0.10
Diluted €arnings Per Share..........ccevvervieeseereseeseesee e seenee s 0.37 0.70 1.08 0.10
Proforma per shareinformation under U.S. GAAP:
BasiC €arnings PEr SNAIE........ccviereriesresiesieseseseseseessessessessenes Ps 0.47 0.93 107 US$ 0.10
Diluted €arnings Per Shar..........cevverveeeseerrseesee e e seenee s 0.46 0.92 1.06 0.10
Proforma number of shares (millions):
Basic average number of sharesoutstanding .........c.cccveeeerveenne 18,912 19,974 20,756 -
Diluted average number of sharesoutstanding..........ccccvvvvenennne 19,348 20,078 20,820 -



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

(x) Guaranteed debt

In June 2000, CEMEX concluded the issuance of U.S.$200 aggregate principa amount of 9.625% Exchange Notes due 2009 in a
registered public offering in the United States of America in exchange for U.S.$200 aggregate principal amount of its then
outstanding 9.625% Notes due 2009. The Exchange Notes are fully and unconditionally guaranteed, on ajoint and several bass, asto
payment of principal and interest by two of CEMEX's Mexican subsidiaries: CEMEX México and ETM (note 3C). These two
companies, together with their subsidiaries, account for substantially all of the revenues and operating income of CEMEX's Mexican
operations.

As mentioned in note 12C, as of December 31, 2004 and 2005, indebtedness of CEMEX in an aggregate amount of U.S.$ 3,088
(Ps32,988) and U.S.$3,780 (Ps40,145), respectively, is fully and unconditionally guaranteed, on ajoint and several basis, by CEMEX
México and ETM.

As of December 31, 2003, 2004 and 2005, CEMEX owned a 100% equity interest in CEMEX México, and CEMEX México owned
a100% equity interest in ETM at the end of each of the three years.

For purposes of the accompanying condensed consolidated balance sheets, income statements and statements of changes in financia
position under Mexican GAAP, the first column, "CEMEX," corresponds to the parent company issuer, which has no materia
operations other than its investments in subsidiaries and affiliated companies. The second column, "Combined guarantors”,
represents the combined amounts of CEMEX México and ETM on a Parent Company-only basis, after adjustments and €liminations
relating to their combination. The third column, "Combined non-guarantors’, represents the amounts of CEMEX’s international
subsidiaries;, CEMEX México and ETM non-Guarantor subsidiaries, and other immaterial Mexican non-guarantor subsidiaries of
CEMEX. The fourth column, "Adjustments and eliminations”, includes al the amounts resulting from consolidation of CEMEX, the
Guarantors and the non-guarantor subsidiaries, as well as the corresponding constant pesos adjustment as of December 31, 2005, for
the years ended December 31, 2003 and 2004 described below. The fifth column, "CEMEX consolidated”, represents CEMEX's
consolidated amounts as reported in the consolidated financial statements. The amounts presented under the line item "investmentsin
affiliates” for both the balance sheet and the income statement are accounted for by the equity method.

As mentioned in note 3B, under Mexican GAAP, the financia statements of those entities with foreign consolidated subsidiaries
should be presented in constant pesos as of the latest balance sheet presented, considering the inflation of each country in which the
entity operates, as well as the changes in the exchange rate between the functiona currency of each country vis-a-vis the reporting
currency (in this case, the Mexican peso). As a result of the aforementioned, for comparability purposes the condensed financial
information of CEMEX, the "Combined Guarantors" and the "Combined non-guarantors’ amounts have been adjusted to reflect
constant pesos as of December 31, 2005, using the Mexican inflation index. Therefore, the corresponding inflation adjustment
derived from the application of the weighted average inflation factor in the consolidated amounts is presented within the
"Adjustments and eliminations” column.
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The condensed consolidated financid information is as follows:

Condensed consolidated balance sheets:

Combined  Adjustments
Combined non- and CEMEX

As of December 31, 2004 CEMEX guarantors guarantors  eliminations  consolidated

CUITeNnt 8SSELS.....uveeicieee e e csiee e e 1,834 8,469 79,927 (69,380) 20,850
Investment in affiliates.........ccceevvveiieeiieeineens 100,467 122,791 72,954 (280,239) 15,973
Other non-current accounts receivable............. 34,934 473 17,992 (49,667) 3,732
Net property, machinery and equipment .......... 1,868 31,758 76,911 (7,834) 102,703
Intangible assets and deferred charges............. 4,259 6,313 90,248 (58,394) 42,426
Total 8SSES......veecveeciriectee e 143,362 169,804 338,032 (465,514) 185,684
Current liabilities.......c..eveeeeiiieeeeeeee e, 10,628 28,844 44,156 (57,855) 25,773
Long-termdebt......ccccovevveiviereee e 47,670 38 28,643 (24,144) 52,207
Other non-current liabilities........ccccooeeeeeveeeee.. 1,407 36,438 17,872 (35,825) 19,892
Total liabilitieS.......ccoveeeiecieeeeceeceee 59,705 65,320 90,671 (117,824) 97,872
Majority interest stockholders’ equity.............. 83,657 104,484 186,441 (290,925) 83,657
Minority iNtEreSt......ccovevveeeereerr e - - 60,920 (56,765) 4,155
Stockholders’ equity under Mexican GAAP .... 83,657 104,484 247,361 (347,690) 87,812
Total liabilities and stockholders’ equity.......... 143,362 169,804 338,032 (465,514) 185,684

Combined  Adjustments
Combined non- and CEMEX

As of December 31, 2005 CEMEX guarantors guarantors eliminations  consolidated

CUMTENE BSIBES vttt ee e ee e ee e 1,260 7,643 102,869 (67,523) 44,249
Investment in affili@es........c.ooveeveeeeeeeeeeereeeaan 132,795 147,704 45,526 (317,102) 8,023
Other non-current accounts receivable............. 23,487 7,069 15,333 (38,254) 7,635
Net property, machinery and equipment .......... 1,864 29,252 134,075 (136) 165,055
Intangible assets and deferred charges............. 3,121 6,534 55,341 (6,630) 58,366
Total 8SSES.....eeecveeeieecieecee et 162,527 198,202 353,144 (429,645) 284,228
Current liabilities 7,261 47,312 35,024 (45,909) 43,688
Long-term debt 50,426 65 52,467 (14,952 88,006
Other non-current liabilitieS........c.cocveeveeveennnne. 496 20,533 46,098 (24,550) 42 577
e I ST L1 58,183 67,910 133,589 (85,411) 174,271
Magjority interest stockholders’ equity.............. 104,344 130,292 169,044 (299,336) 104,344
Minority INEEreSt......ccveeeeieereeeseeree e - - 50,511 (44,898) 5,613
Stockholders’ equity under Mexican GAAP .... 104,344 130,292 219,555 (344,234) 109,957
Total liabilities and stockholders’ equity.......... 162,527 198,202 353,144 (429,645) 284,228
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Condensed consolidated income statements:

Combined  Adjustments

Combined non- and CEMEX
For theyear ended December 31, 2003 CEMEX guarantors  guarantors eliminations  consolidated
NEL SAES.....eceeeeeeeeie e Ps - 26,496 62,576 (7,027) 82,045
Operating iNCOME ......ccuveveerieeeeeeeseeree e seeenen, (60) 3,673 4,445 8,607 16,665
Net comprehensive financing result................... (1,920) (3,256) 1,087 1,026 (3,063)
Other income (expense), NE.......ccoeverveeereeneen, 4,741 (531) 3,550 (12,990 (5,230)
Total IT, BAT and ESPS......oveveeeeieeeeeeeseen, 858 409 (1,274) (1,214) (1,221)
Equity inincome of affiliates...........ccooeevvenennn, 3,582 5,688 210 (9,082) 398
Consolidated net inCome..........cccovveeeeeeeeeciieeenns. 7,201 5,983 8,018 (13,653) 7,549
Minority iNtErest .....oeovvveerveeeseee e, - - 22 326 348
Mg ority interest Net iNCOME........ccccevvieereeenennn, 7,201 5,983 7,996 (13,979) 7,201
Combined  Adjustments
Combined non- and CEMEX
For theyear ended December 31, 2004 CEMEX guarantors  guarantors eliminations  consolidated
NEL SAES.....eeeeeeeeieeeie e - 27,579 72,312 (12,829) 87,062
Operating iNCOME ......ccvveveerieeeeeeesiee e eeeseeenen, (39) 3,779 4,535 11,508 19,783
Net comprehensive financing result................... 1,262 508 6,822 (7,168) 1,424
Other income (expense), NE.......cccverveeereeneen, (1,208) (478) 6,047 (9,530) (5,169)
Total IT, BAT and ESPS......oveveeeeeeeeeeeeen, 313 365 (1,214) (1,741) (2,277)
Equity inincome of affiliates........c..cccoovevvenennn, 13,637 15,199 3,118 (31,526) 428
Consolidated net inCome..........cccovveeeeeeeeeciieeenns. 13,965 19,373 19,308 (38,457) 14,189
Minority INEEreSt......ccvevveeereere e - - 3,332 (3,108) 224
Mg ority interest Net iNCOME.........cccoeevveereeenennn, 13,965 19,373 15,976 (35,349) 13,965
Combined  Adjustments
Combined non- and CEMEX
For theyear ended December 31, 2005 CEMEX guarantors  guarantors eliminations  consolidated
NEL SABS.....eceeeeeeieeeee e - 27,398 148,347 (13,036) 162,709
Operating income (58) 3,761 12,968 9,738 26,409
Net comprehensive financing result................... (2,031) (493) 10,040 (4,916) 2,600
Other income (expense), NE.......ccooverveerreeneen, (768) (440) 5,829 (7,993 (3,372
Total IT, BAT and ESPS......ovoveeeeeeeeeeeeen, 635 482 (3474) (1,198) (3,555)
Equity inincome of affiliates...........cccoeevvenennn, 24,647 24,916 6,628 (55,263) 928
Consolidated net iNnCOMe..........covreeererererecnens 22,425 28,226 31,991 (59,632 23,010
Minority iNtErest .......oevvvveereeerseere e, - - (6,792 7,377 585
Mg ority interest Net iNCOME.........cccevvieereeenennn, 22,425 28,226 38,783 (67,009) 22,425
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Condensed consolidated statements of changesin financial position:

Combined  Adjustments
Combined non- and CEMEX
For theyear ended December 31, 2003 CEMEX guarantors guarantors  eliminations consolidated
Operating activities:
Maority interest Net iNCOME.........ccoevvreereeennenn Ps 7,201 5,983 7,996 (13,979) 7,201
Adjustmentsto reconcile to resources provided
by operating activities.........ccccovvereerreeseeeene (1,775) (3,407) 23,446 (7,639) 10,625
Resources provided by operations.................... 5,426 2,576 31,442 (21,618) 17,826
Net changein working capital ..........cccoceveveennnen. 19,662 15,058 (45,017) 10,408 111
Resources provided by operations, net ............. 25,088 17,634 (13,575) (11,210 17,937
Financing activities:
Bank loans and notes payable, nét ..........cccceeee.. (12,594) (240) 10,833 122 (1,879)
Dividends paid .......cccereerereerreeseeee e (4,038) (6,123) 152 5,971 (4,038)
Issuance of common StOCK ..........eeeeeeveecuveeeeeeenn. 4,064 - - - 4,064
Repurchase of preferred stock by subsidiaries...... - - (8,036) 554 (7,482)
(@10 S 811 (9,209) 2,952 9,332 3,986
Resources used in financing activities.............. (11,757) (15,472) 5,901 15,979 (5,349)
Investing activities:
Property, machinery and equipment, net.............. - (1,034) (3,601) 285 (4,350)
Acquisitions, net of cash acquired...........cccenee (7,505) (2,160) 13,880 (5,149) (934)
Dividends recaiVed............oooeeoeeeeeeieeeciieeeeee 5,605 - - (5,605) -
Minority INEErESt......ooveieeereeee e - - (933) 57 (876)
Deferred charges and others (11,728) 686 7,216 (3,485) (7,3112)
Resources used in investing activities............... (13,628) (2,508) 16,562 (13,897) (13,471)
Changein cash and investments...........c..ccc..... (297) (346) 8,888 (9,128) (883)
Cash and investmentsinitial balance................ 415 2,071 3,545 (1,8112) 4,220
Cash and investments ending balance............... Ps 118 1,725 12,433 (10,939) 3,337
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Combined  Adjustments
Combined non- and CEMEX
For theyear ended December 31, 2004 CEMEX guarantors guarantors  eliminations consolidated
Operating activities:
Maority interest Net iNCOME.........cccoevreereeennenn Ps 13,965 19,373 15,976 (35,349) 13,965
Adjustmentsto reconcile to resources provided
by operating activities.........cccccvvereenrecnneeeene (11,214) (13,937) 14,111 23,160 12,120
Resources provided by operations.................... 2,751 5,436 30,087 (12,189) 26,085
Net changein working capital ..........cccoceveveennnen. (888) 11,720 (9,656) (3,450) (2,274)
Resources provided by operations, net ............. 1,863 17,156 20,431 (15,639) 23,811
Financing activities:
Bank loans and notes payable, nét ..........ccccee.. (1,572 61 (11,698) 9,307 (3,902
Bank loans acquisition of RMC Group................. - - 9,019 (9,019) -
APPreciation Warrants..........cceeereeeeeseesnssensnans (1,085) - - - (1,085)
Dividends paid .......cccereerereerreeseeee e (4,142) - (292) 292 (4,142)
Issuance of common StOCK .........eeeeeeeveeceeeeeeeeenn. 4,351 - - - 4,351
Issuance (repurchase) of preferred stock by
SUDSIAIAIIES.....eceeeeeeee e - - (2,695) 1,936 (759)
(7117 £ YN (556) (14,741) 4,914 8,633 (1,750)
Resources used in financing activities.............. (3,004) (14,680) (752) 11,149 (7,287)
Investing activities:
Property, machinery and equipment, net.............. - (671) (4,309) 1,023 (3,957)
Acquisitions, net of cash acquired...........ccceeene (1,687) (1,405) (192) 3,105 (179)
Investment in RMC Group.........cccoeveeereereenennnn - - (9,019) 622 (8,397)
Dividendsrecaived..........cccoevvreenveiniieneeenen 272 - - 272 -
Minority INEErESt......ocveieerer e - - (1,506) 104 (1,402)
Deferred chargesand others..........cccovveerveennnen. 2,546 (76) (1,869) (2,870) (2,269)
Resources used in investing activities............... 1,131 (2,152) (16,895) 1,712 (16,204)
Change in cash and investments..............ccc..... (10) 324 2,784 (2,778) 320
Cash and investmentsinitial balance................ 118 1,725 12,433 (10,939) 3,337
Cash and investments ending balance............... Ps 108 2,049 15,217 (13,717) 3,657
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Combined  Adjustments

Combined non- and CEMEX
For theyear ended December 31, 2005 CEMEX guarantors guarantors  eliminations consolidated

Operating activities:

Maority interest Net iNCOME.........cccoevreereeennenn Ps 22,425 28,226 38,783 (67,009) 22,425

Adjustmentsto reconcile to resources provided

by operating activities.........cccccvvereenrecnneeeene (22,497) (23,652) 11,847 48,531 14,229
Resources provided by operations.................... (72) 4,574 50,630 (18,478) 36,654

Net changein working capital ..........cccoceveveennnen. (5,905) 20,135 (27,014) 12,430 (354)
Resources provided by operations, net ............. (5,977) 24,709 23,616 (6,048) 36,300

Financing activities:

Bank loans and notes payable, néet .........cccccee.. 10,380 60 4,377 - 14,817

Dividends paid .......ccceeeeuereeeieeneeseeee e (4,864) - - - (4,864)

Issuance of common stock from reinvestment of

AiVIdends........coeirer e 4,537 9,088 (9,088) - 4,537

Issuance of common stock under stock option

Plan. .. e 18 - - - 18

(@10 S (912) (15,202) 4,903 5,639 (5,571)
Resources used in financing activities.............. 9,160 (6,054) 192 5,639 8,937

Investing activities:

Property, machinery and equipment, net.............. - (1,069) (1,188) - (2,257)

Acquisitions, net of cash acquired...........ccceevene (10,165) (16,747) 26,782 (85) (215)

Investment in RMC Group........cccoeveeereeneenennen - - (47,080) - (47,080)

Minority INEErESt......ooveieeereeee e - - (155) - (155)

Deferred charges and others 6,874 (136) 6,101 (5,639) 7,200
Resources used in investing activities............... (3,291) (17,952) (15,540) (5,724) (42,507)
Changein cash and investments...........c..ccc..... (108) 703 8,268 (6,133) 2,730
Cash and investmentsinitial balance................ 108 2,049 15,217 (13,717) 3,657
Cash and investments ending balance............... Ps - 2,752 23,485 (19,850) 6,387
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The tables below present consolidated baance sheets as of December 31, 2004 and 2005, and income statements and statements of
changes in financid position for each of the three-year periods ended December 31, 2005 for the Guarantors. Such information
presents in separate columns each individua Guarantor on a Parent Company-only basis, consolidation adjustments and diminations,
and the combined Guarantors. All significant related parties balances and transactions between the Guarantors have been diminated
in the "Combined guarantors” column.

The amounts presented in the column "Combined guarantors’ are readily comparable with the information of the Guarantors
included in the condensed consolidated financial information. As previoudy described, amounts presented under the line item
"Investments in affiliates" for both the bal ance sheets and income statements, include the net investment in affiliates accounted for by
the equity method. In addition, the Guarantors' reconciliation of net income and stockholders' equity to U.S. GAAP are presented
below:

Guarantors Combined Balance Shests:

December 31, 2004 Guar antor s (Parent Company-only)

Adjustments
CEMEX and Combined
Assets M éxico ETM eliminations guarantors
Current Assets
Cash and iNVESIMENES........coooeeeeeee e, 855 1,194 - 2,049
Trade accounts receivable, Net..........oooeveveceeeeeeeeieeeen, 98 - - 98
Other receivables and other current assats..........ccceveeee, 794 412 (310) 896
Related partiesrecaivables...........ccovvevvieeneeneeeeseens, 3,843 1,777 (1,846) 3,774
INVENEOITES. ... e, 1,652 - - 1,652
Total CUMTENt @SSELS.....ccee e, 7,242 3,383 (2,156) 8,469
Other Investments
Investmentsin subsidiaries and affiliates.........ccceeeee..... 142,391 30,400 (50,000) 122,791
Long-term related partiesrecaivables...........cccooveeenienen, 149 35,123 (35,123) 149
Other INVESIMENES........ceiiereeeeeseere e, 324 — — 324
Total other iNVEStMEeNtS.........coovevieieiirienerecieeees, 142,864 65,523 (85,123) 123,264
Property, machinery and equipment..........cc.ceoeveeeereens, 31,758 — — 31,758
Intangible assets and deferred charges..........cccocveeeveieenee, 1,883 4,430 - 6,313
TOtAl ASSELS. ..o 183,747 73,336 (87,279) 169,804
Liabilities and Stockholders’ Equity
Current Liabilities
Current maturities of long-term debt.........c..ccoeeveevrenns, 39 - - 39
Trade accounts payable..........ccooververenieere e, 767 - - 767
Other accounts payable and accrued expenses................ 1,402 309 (310) 1,401
Related parties payabl€s........ccoovierieviieeeeee e, 28,410 73 (1,846) 26,637
Total current lHabilities.......cc.vveeeeeiieeeeeee e, 30,618 382 (2,156) 28,844
Total long-term debt..........cocvevviierree e, 38 - - 38
Other Noncurrent Liabilities
Deferred iNnCOME taXES........cc.vveeeeee e, 7,808 75 - 7,883
(@ 14 1= (SRR 214 - - 214
Long-term related parties payables..........ccoovevveerneenns, 40,585 22,879 (35,123) 28,341
Total other noncurrent liabilities.........ccceeeieveeveeeeens. 48,607 22,954 (35,123) 36,438
Total Liabilities......ccooveieiiieieieeeceeeeeeee, 79,263 23,336 (37,279 65,320
Stockholders” eqUIty ........cooveeereerrereereeesees e, 85,111 49,597 (49,597) 85,111
NEL INCOME......ci e e, 19,373 403 (403) 19,373
Total stockholders’ equity ........cccuvvervrirerieenerieeneenns, 104,484 50,000 (50,000) 104,484
Total Liabilities and Stockholders’ Equity............. 183,747 73,336 (87,279) 169,804
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Guarantors Combined Balance Shests:

December 31, 2005

Current Assets

Cash and iNVeStMENtS........cccovveeeeceeeeereee e,
Trade accounts receivable, net..........cccceeeeeeeee
Other receivables and other current assets.........
Related partiesreceivables...........ccovevevvieenennne
INVENLOTIES......vvie ettt

Total current assetS.......eeevvveeeevveeeeeveee e,

Other Investments

Investmentsin subsidiaries and affiliates...........

Property, machinery and equipment..................
Intangible assets and deferred charges...............

Liabilities and Stockholders’ Equity
Current Liabilities

Current maturities of long-term debt.................
Trade accounts payable..........cccoovevvieeneenennnnnn
Other accounts payable and accrued expenses...
Related parties payables........c.ccovevveivicennnnne

Total current ligbilities.........cooovvveviniincnnns
Total long-term debt........cccoveevvierriereeeeeen

Other Noncurrent Liabilities

Deferred inCoOME taXes........ccvvveecveeececveeeeereeens

Long-term related parties payables...................
Total other noncurrent ligbilities..................
Total Liabilities.......ccooerereririienereiens

Stockholders’ equity ........ccccoevrvieeiiieiieeneee

NELINCOME ...t
Total stockholders’ equity........ccc.ccevcerennnne
Total Liabilities and Stockholders’ Equity

Guarantor s (Parent Company-only)

Adjustments

CEMEX and Combined

M éxico ETM eliminations guarantors
835 1,917 - 2,752
262 - - 262
681 567 (103) 1,145
2,017 8,043 (8,043) 2,017
1,467 — — 1,467
5,262 10,527 (8,146) 7,643
167,751 35,001 (55,048) 147,704
14,351 26,550 (34,304) 6,597
452 20 - 472
182,554 61,571 (89,352) 154,773
29,252 - - 29,252
2,105 4,429 - 6,534
219,173 76,527 (97,498) 198,202
72 - - 72
976 - - 976
1,538 293 (203) 1,728
52,579 - (8,043) 44,536
55,165 293 (8,146) 47312
65 - - 65
6,684 273 - 6,957
417 - - 417
26,550 20,913 (34,304) 13,159
33,651 21,186 (34,304) 20,533
88,881 21,479 (42,450) 67,910
102,066 49,396 (49,396) 102,066
28,226 5,652 (5,652 28,226
130,292 55,048 (55,048) 130,292
219,173 76,527 (97,498) 198,202
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Guarantors Combined | ncome Statements:

For t

he year ended December 31, 2003

(€005 oo 1 | P
Total Operating EXPENSES ......cviveereeeeeeeseeee e ee e eeeseeens
OpErating iNCOME. .....cvveeeieeereeeerseeseeeneeaeeseeeneeseeseeens

Net comprehensive financingresult ...........ccoccvveeneenne.

Other iNCOME (EXPENSE), NEL......eeiereeerieereeee e ree e e ree e seeens
Income before IT, BAT, ESPS and equity in affiliates................
Total IT, BAT and ESPS........ccoiieeeeer e
Income before equity inincome of affiliates............c.........

Equity i
Net income

For t

nincome of affiliaesS......cccecevvveeiiiiieiiiiee e,

heyear ended December 31, 2004

(€005 oo 1 1 TR
Total Operating EXPENSES ......covvervieereeree e ee e
Operating iNCOME. .......cvieereerereeeseeeeeeeeseeeneeseeseeeneeens

Net comprehensive financing result

Other inCome (EXPENSE), NEL....c.vviveereeree e,
Income before IT, BAT, ESPS and equity in affiliates................
Total IT, BAT and ESPS.......coooeie e,

(€005 oo 1 | P
Total Operating EXPENSES ......cvieereeeee e eee e see e eeeseeens
OpErating iNCOME. .....cvveeerieereeeerseeseeeneeeeeseeeneeeeeseeens

Net comprehensive financingresult ...........ccoccvveeneenne.

Other iNCOME (EXPENSE), NEL.....veeieeeeeeieeree e e e ee e see e seeens
Income before IT, BAT, ESPS and equity in affiliates................
Total IT, BAT and ESPS........ccoiieieeereeee e
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Guarantor s (Parent Company-only)

Adjustments
CEMEX and Combined
M éxico ETM eliminations guarantors
26,496 - - 26,496
(9,518) - - (9,518)
16,978 - - 16,978
(13,304) - (1) (13,305)
3,674 - (1) 3,673
(4,428) 1,172 - (3,256)
(508) () - (531)
(1,262) 1,149 @) (114)
487 (78) - 409
(7759 1071 ) 295
6,758 815 (1,885) 5,688
5,983 1,886 (1,886) 5,983
Guarantor s (Parent Company-only)
Adjustments
CEMEX and Combined
M éxico ETM eliminations guarantors
27,579 - - 27,579
(10,252) - - (10,252)
17,327 - - 17,327
(13,548) - - (13,548)
3,779 - - 3,779
18 490 - 508
(419) (59) - (478)
3,378 431 - 3,809
756 (391) - 365
4,134 40 - 4,174
15,239 363 (403) 15,199
19,373 403 (403) 19,373
Guarantor s (Parent Company-only)
Adjustments
CEMEX and Combined
M éxico ETM eliminations guarantors
27,398 - - 27,398
(10,548) - - (10,548)
16,850 - - 16,850
(13,089) - - (13,089)
3,761 - - 3,761
(2,118) 1,625 - (493)
(267) (173) - (440)
1,376 1,452 - 2,828
679 (197) - 482
2,055 1,255 - 3,310
26,171 4,397 (5,652) 24,916
28,226 5,652 (5,652) 28,226
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Guarantors Combined Statements of Changesin Financial Position:

For theyear ended December 31, 2003
Operating activities
Net income Ps
Adjustmentsto reconcile to resources provided by operating
BCHIVITIES ...
Resources provided by operating activities.........c.cceeevveervenennen.
Net changein working capital...........coooviienieinnieneeenens
Net resources provided by operating activities.....................
Financing activities
Bank loans and notes payable, NEt.........ccoovevvieeriein e
DIVIAENGS ...t
Long-term related parties receivables and payables, net..............
Other noncurrent assets and liabilities, NEt............oceevveeeeeeieenes
Resources used in financing activities..........ocoooevvenrseeneenenneenn
Investing activities
Property, plant and equipment, NEL..........cccvevvreereerrsee e
Investmentsin subsidiaries and affiliates............ccccoenincicnenn.
Deferred Charges.......oovieereereeeese e ee e ee e
Other INVESIMENES .....cveiviiiiiiiiice e
Resources used in investing activities.........cooeevveenvienninnns
Changein cash and investments...........cccvooeeveereseennenennnens
Cash and investmentsiinitial balance...........c.ccoovevenncnnns
Cash and investments ending balance..............ccccccoeeenenne. Ps

For theyear ended December 31, 2004
Operating activities
NELINCOME ...ttt Ps
Adjustments to reconcile to resources provided by operating
BCHIVITIES ...
Resources provided by operating activities...........cceoevreervenennen.
Net changein working capital..........ccooevieenininniene e
Net resources provided by operating activities............c........
Financing activities
Bank loans and notes payable, NEt.........ccoovevvieeriein e
DIVIAENGS .....eeiiiiiiiiiie e
Long-term related parties receivables and payables, net..............
Other noncurrent assets and liabilities, NEt...........ooeecvveeeeeiieees
Resources used in financing activities..........ococevevenvseeneenenneenn
Investing activities
Property, plant and equipment, NEL..........ccovevvreereern e
Investmentsin subsidiaries and affiliates............ccocooniiinennne.
Deferred Charges.......oovieereere e et aneas
Other INVESIMENES .....cveiviiiiiiiiice e
Resources used in investing activities.........coccoovveenvienennns
Changein cash and investments...........ccccooevvereseeneenennnens
Cash and investmentsiinitial balance...........c.ccooveveincnnne
Cash and investments ending balance..............ccccccoocenenene. Ps
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Guarantor s (Parent Company-only)

Adjustments
CEMEX and Combined
M éxico ETM eliminations guarantors

5,983 1,886 (1,886) 5,983
(5,396) 103 1,886 (3,407)

587 1,989 - 2,576

41,659 1,146 (27,747) 15,058

42,246 3,135 (27,747) 17,634
(274) 35 Q) (240)
(6,123) - - (6,123)
(42,057) - 32,910 (9,247)

38 (7,012) 7,012 38
(48,416) (6,977) 39,921 (15,472)
(1,034) - - (1,034)
5,948 (1,096) (7,012) (2,160)

654 - - 654

32 5,163 (5,163) 32
5,600 4,067 (12,175) (2,508)
(570) 225 Q) (346)

1,404 667 - 2,071

834 892 Q) 1,725

Guarantor s (Parent Company-only)
Adjustments
CEMEX and Combined
M éxico ETM eliminations  guarantors

19,373 403 (403) 19,373
(14,052) (288) 403 (23,937)

5,321 115 - 5,436

8,428 3,180 112 11,720

13,749 3,295 112 17,156

61 - - 61
(12,673) 22,879 (24,993) (24,787)

46 - - 46
(12,566) 22,879 (24,993) (24,680)
(671) - - (671)
(453) (25,834) 24,882 (1,405)
(183) (38) - (221)
145 - - 145
(1,162) (25,872) 24,882 (2,152)
21 302 1 324
834 892 Q) 1,725

855 1,194 - 2,049




CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

Guarantors Combined Statements of Changesin Financial Position:

Guarantor s (Parent Company-only)

Adjustments
CEMEX and Combined
For theyear ended December 31, 2005 M éxico ETM eliminations  guarantors
Operating activities
NEL INCOME ...ttt eees Ps 28,226 5,652 (5,652) 28,226
Adjustments to reconcile to resources provided by operating
BOUVITIES .eovooeeeeseeeeess et (25,104 (4,200) 5,652 (23,652)
Resources provided by operating activities 3,122 1,452 - 4,574
Net changein working capital..........ccoeoviienieienienn s 26,294 55 (6,214) 20,135
Net resources provided by operating activities..................... 29,416 1,507 (6,214) 24,709
Financing activities
Bank loans and notes payable, NEt.........cccoveveieereennieeceeeeee 60 - - 60
Stockholders contribUtioN...........ccveeeeee e 9,088 - - 9,088
Long-term related parties receivables and payables, net.............. (14,035) (8,232 7,085 (15,182
Other noncurrent assets and liabilities, Net.........ccccoeeveceieeene - (20) - (20)
Resources used in financing activities..........ocoooevvenrseeneenenneenn (4,887) (8,252) 7,085 (6,054)
Investing activities
Property, plant and equipment, NEL..........cccvevvreereeneseereeee e (1,069) - - (1,069)
Investmentsin subsidiaries and affiliates..........ccoeeveevveeneecennen. (23,363) 7,487 (871) (16,747)
Deferred Charges.......oovieereere e e e (117) (19) - (136)
Other INVESIMENES .....c.veiviiiiiiiiiiiee e - - - -
Resources used in investing activities.........cooveevveenviienennns (24,549) 7,468 (871) (17,952
Changein cash and investments...........cccvcoeveeneseeneenennnens (20) 723 - 703
Cash and investmentsinitial balance..........cccceeovvecneeeeenn. 855 1,194 - 2,049
Cash and investments ending balance............cccccvveevvecennen. Ps 835 1,917 - 2,752

Guar antors—Cash and investments

At December 31, 2004 and 2005, ETM’s temporary investments are primarily comprised of CEMEX CPOs. In June 2004 and 2005,
CEMEX issued 650,424 CPOs and 1,794,446 CPOs, respectively, through dividends to ETM amounting to Ps18 and Ps60,
respectively.

Guarantors—Tradereceivables

During December 2002, CEMEX México and one of its subsidiaries established sales of trade accounts receivable program
(“securitization program”). With this program, these companies effectively transferred control, risks and benefits related to some of
the trade accounts receivable balances. As of December 31, 2004 and 2005, these balances amounted to Ps 1,778 and Ps1,663 from
CEMEX Mexico, respectively, and Ps 1,460 and Ps1,592 from its subsidiary, respectively.

Guarantors—Investment in affiliates

At December 31, 2004 and 2005, of the Guarantors' total investment in affiliates, which are accounted for under the equity method,
Ps 122,539 and Ps147,445, respectively, correspond to investments in non-guarantors, and Ps 252 in 2004 and Ps259 in 2005, are
related to minority investmentsin third parties.

At December 31, 2004 and 2005, the main Guarantors' investments in non-guarantors are in CEMEX Concretos, SA. de C.V and
CEMEX Internacional, SA. de C.V., which together integrate the ready-mix concrete operations and export trading activities in
Mexico; and CEDICE, which isthe parent company of the international operations of CEMEX.

Guar antor s—I ndebtedness

At December 31, 2004 and 2005, the Guarantors had total indebtedness of U.S.$6.7 (Ps77) and U.S.$13 (Ps137), respectively. At
December 31, 2004 and 2005, the average annual interest rate of this indebtedness was approximately 9.9% during 2004 and 2005.
Of the total indebtedness of the Guarantors a December 31, 2005, approximately U.S.$6.8 (Ps72) matures in 2006 and U.S.$6.1
(Ps.65) matures in 2007 and thereafter.

F-70



CEMEX, SA.DE C.V. AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENT S—+Continued)
December 31, 2003, 2004 and 2005

(Millions of constant M exican Pesos as of December 31, 2005)

Guarantors—Balances and transactions with related parties

Balances with related parties result primarily from (i) the sale and purchase of cement and clinker to and from affiliates, (ii) the sale
and/or acquisition of subsidiaries’ shares within the CEMEX group, (iii) the invoicing of administrative and other services received
or provided from and to affiliated companies, and (iv) the transfer of funds between the Guarantors, their respective parents and
certain affiliates. Therelated parties balance detail is asfollows:

Guarantors Assets Liabilities
Short- Long- Short-
At December 31, 2004 Term Term Term Long-Term

CEMEX, SA. DECV. ettt Ps 939 — — 28,341
CEMEX Central, SA. deC.V.. .o 1,385 - - -
CEMEX Concretos, SA. deC.V. ... 247 - - -
Corporacion Gouda, SAA. de C.V.....coieeieereee e 131 - - -
INCAlPa, SA. dEC.V. e . 644 - - -
Construmexcla, SA. B C.V. ..o - - 6,369 -
CEMEX Irish Investments Company Limited. .......cccccovevrenvennnen. - - 4,852 -
CEMEX TrademarkS Worldwide.............coooiveeieeeeeeieeeeieeee e - - 5,589 -
Servicios CEMEX México, SA. de C.V. .o - - 344 -
InmobiliariaRiolaSlla, SA. deC.V. ..o - 149 73 -
Centro Distribuidor de Cemento, SA. deC.V. ..ooeeeeiiiiciieeeeeeees - - 2,697 -
PetrocemeX, SA. DB C.V ... — — 4,208 —
CEMEX Internaciona, SA. dEC.V.....uev i — — 312 —
Turismo CEMEX, SAA. dEC.V.. i — — 1,105 —
(@131 £ 428 — 1,088 —

Ps 3,774 149 26,637 28,341

Guarantors Assets Liabilities
Short- Long- Short-
At December 31, 2005 Term Term Term Long-Term

Proveedora Mexicana de Materiales, SA. deC.V. ...cooeeeeeievccnnnene.. Ps 845 - - -
CEMEX Concretos, SA. e C.V. ..o 617 6,500 - -
CEMEX, SA. dEC.V. oottt 314 - 13,159
CEMEX International FiNaNCE CO. .....eeeeeeeieeeeeieeeee e - - 18,706 -
Arkiode Meéxico SAA. e C.V. ... - - 6,746 -
CEMEX Irish Investments Company Limited. .........cccocvevrivenenne - - 4,555 -
Petrocemex, SA. AEC.V .. oo - - 4,376 -
Centro Distribuidor de Cemento, SA. deC.V. ..ooooiivvciiieeeeiees - - 3,504 -
Turismo CEMEX, SA. deC.V.. oo - - 1,320 -
CEMEX Central, SA. deC.V.. .o - - 1,301 -
MexCement HOIAINGS  ..vooeeieiee e - - 1,124 -
Profesionales en Logisticade México SAA. deC.V. ....ccovvvvveennnen. - - 1,040 -
CEMEX Internacional, SAA. deC.V. ....oooeiiiieeee e - - 345 -
InmobiliariaRiolaSilla, SA. deC.V. ..o - 97 73 -
(@101 £ PRRTRRRRRT 241 - 1,446 -

Ps 2,017 6,597 44 536 13,159

The principa transactions carried out with affiliated companies are as follows:

Y ear sended December 31,

Guarantors 2003 2004 2005
NEESAES .ottt Ps 3,964 4,693 5,605
PUICHESES. .......cocveeveese e seetesaesse e es s ensesses st ensensesse s s sensensenens (1,422) (1,423) (1,476)
Selling and admini Strative EXPENSES ............c.ccueeveveeerereerceersesseneenenns (8,872) (7,914) (6,786)
FiNGNGIal EXPENSE. ......cvoveveceeeeeeeeeeseetessessessesse s sessessessesss s sessessenees (5112) (2,916) (6,999)
FINANCIEI INCOME .ottt e et ee e seneeeeeneneeeseeseneens 371 890 2,032
OtNEr EXPENSE, NEL ... Ps 304 598 (571)
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Net sales—The Guarantors sell cement and clinker to affiliated companies in arms-length transactions.
Pur chases—The Guarantors purchase raw materials from affiliatesin arms-length transactions.

Selling and administrative expenses—CEMEX allocates part of its corporate expense to the Guarantors, which also incur renta
and trademark rights expenses payable to CEMEX.

Financial income and expense is recorded in receivables from and payables to affiliated companies as described above.
Additionally, the Guarantors receive financial income on their temporary investment position, invested in the non-guarantor treasury
company.

Guarantors—U.S. GAAP reconciliation of net income and stockholders equity:

As discussed at the beginning of this note 25, the following reconciliation to U.S. GAAP does not include the reversa of Mexican
GAAP inflation accounting adjustments, as these adjustments represent a comprehensive measure of the effects of price level
changes in the inflationary Mexican economy, which is considered a more meaningful presentation than historical cost-based
financia reporting for both Mexican and U.S. accounting purposes. The other principal differences between Mexican GAAP and
U.S. GAAP and the effect on net income and stockholders' equity are presented below, with an explanation of the adjustments, as
follows:

Y ear sended December 31,

2003 2004 2005
Net income reported under Mexican GAAP ........cccvevvveerieieseere e Ps 5,983 19,373 28,226
Approximate U.S. GAAP adjustments:
1. Deferred income taxes and ESPS (NOLEB) .......covvevevieeerveieesieene e 9) (557) 107
2. Other employees’ benefits (NOte C) ....vouvvrveerrirrereenieeeseesre e 38 11 (171
3. Inflation adjustment of machinery and equipment (note D) .................. (227) (112) (188)
4. Other U.S. GAAP adjustments (NOtE E).....covvvevevreenreerseeree e (181) 1,195 1,065
5. Monetary position result (NOLE F) ........ccuevevveeeeeeeeeereeeeeeeseeeeeeneseeens 122 188 103
Total approximate U.S. GAAP adjuStmentS .............o.oveeeeeeeevrvreenn. (157) 725 916
Total approximate net income under U.S. GAAP ...........oovvvevverveeennnn. Ps 5,826 20,098 29,142
At December 31,
2004 2005
Total stockholders’ equity under Mexican GAAP .........ccoovviierinieneeneee e Ps 104,484 130,292
Approximate U.S. GAAP adjustments:
1. Effect of pushdown of goodwill, Nt (NOLE A).......ecveveerereireicieicteeeere e 1,744 1,839
2. Deferred income taxes and ESPS (NOLE B)..........oooveveveeeeeeeeeeeeeeeeeeeeeeeeeeee e (3,346) (3,485)
3. Other employees’ benefits (N0t C).....uvvrreerrireerierrireeseesreere e (92) (171
4. Inflation adjustment for machinery and equipment (NOte D)..........cccveveveveverenann. 1,863 3,546
5. Other U.S. GAAP adjustments (NOtE E) .......c.oveuveveeeeeeeeeeeeeeeeeceeteeeee et 6,856 16,886
Total approximate U.S. GAAP adjuStMENtS............ceeveveveeeeeeeereeeeeeeeteeeee e ieveeeans 7,025 18,615
Total approximate stockholders’ equity under U.S. GAAP ......c..cooevrcvreeernncns Ps 111,509 148,907

Guarantors—Notesto the U.S. GAAP reconciliation:
A. Business Combinations

In 1989 and 1990, through an exchange of its shares with CEMEX, CEMEX México acquired substantialy all its Mexican
subsidiaries from CEMEX. The original excess of the purchase price paid by CEMEX over the fair value of the net assets of these
subsidiaries was Ps 7,876, of which Ps 4,074 were recorded in ETM under Mexican GAAP at the time of the acquisition. The net
adjustment in the Guarantors stockholders’ equity reconciliation to U.S. GAAP arising from this pushed-down goodwill, after
€liminating the amounts recorded under Mexican GAAP, was Ps 854 in 2004 and Ps1,175 in 2005.

In addition, during 1995, CEMEX acquired an additiond 24.2% equity interest in TOLMEX, S.A. de C.V. (“TOLMEX"), through a
public exchange offer pursuant to which CEMEX exchanged its awn shares for TOLMEX's shares. TOLMEX merged during 1999
with other Mexican subsidiaries creating CEMEX México. The excess of the purchase price paid by CEMEX over the fair value of
the net assets of TOLMEX was Ps 1,002. The net adjustment in the Guarantors’ stockholders’ equity reconciliation to U.S. GAAP
arising from this pushed-down goodwill was Ps 890 in 2004 and Ps664 in 2005.
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As mentioned in note 25(a), for purposes of the reconciliation to U.S. GAAP, CEMEX adopted SFAS 142 and SFAS 144 in 2002.
As aresult of this adoption, effective January 1, 2002, amortization ceased for goodwill under U.S. GAAP and, therefore, beginning
in 2002, goodwill amortization recorded under Mexican GAAP is adjusted for purposes of the reconciliation of net income and
stockholders’ equity.

B. Deferred income taxesand Employees Statutory Profit Sharing

Deferred income taxes adjustment in the stockholders’ equity reconciliation to U.S. GAAP, at December 31, 2004 and 2005,
represented expense of Ps 418 and expense of Ps719, respectively. In addition, deferred ESPS adjustment to U.S. GAAP was an
expense of Ps 2,928 in 2004 and an expense of Ps2,811 in 2005.

C. Other employees' benefits

Under U.S. GAAP, post-employment benefits for former or inactive employees, including severance payments which are not part of
a specific event of restructuring, are accrued over an employee's service life. Until December 31, 2004 under Mexican GAAP,
severance payments, which were not part of a business restructuring or a substitution for pension benefits, were recognized in
earnings in the period in which they were paid. Beginning January 1, 2005, according to newly issued Mexican GAAP, severance
payments should also be accrued over the employee’s service life according to actuarial computations, in a manner similar to U.S.
GAAP (note 14).

For the years ended December 31, 2003, 2004 and 2005, severance provisions recorded for U.S. GAAP purposes resulted in income
of Ps38, income of Ps11 and expense of Ps9, respectively, with an accrual of Ps92 and Ps108 at December 31, 2004 and 2005,
respectively. At December 31, 2005, the provision for severance payments under U.S. GAAP amounted to approximately Ps108,
approximately Ps101 higher that the provision accrued under Mexican GAAP. The difference between the provision under U.S.
GAAP and Mexican GAAP represents the cumulative initial effect from the accounting change under Mexican GAAP, which was
recognized as of January 1, 2005 as part of the unrecognized net transition obligation (note 14), net of the amortization expense
recorded under Mexican GAAP during 2005 related to such transition obligation.

In connection with the change from defined benefit scheme to defined contribution scheme for a portion of the Company’s
employees in Mexico effective January 10, 2006 (note 14), considering that such change was a materia event which occurred before
the issuance of the financial statements, under Mexican GAAP, CEMEX recognized at December 31, 2005, a nonrecurring net
expense of approximately Ps203 related to: 1) an event of settlement of obligations, which represented an income of approximately
Ps162; and 2) an event of curtailment, which represented an expense of approximately Ps365. The results from the change in the
pension plans were determined using a methodology consistent with the rules set forth by SFAS 88, “Employers’ Accounting for
Settlements and Curtail ments of Defined Benefit Pension Plans and for Termination Benefits . For purposes of the reconciliation of
net income to U.S. GAAP, according to the provisions of SFAS 88, settlement events should be recognized in the year in which the
settlement occurred. As a result, in the reconciliation of net income to U.S. GAAP, the settlement income of approximately Ps162
(Ps117 after tax) recognized under Mexican GAAP was canceled against the provision of pensions and other postretirement benefits
under U.S. GAAP.

D. Inflation Adjustment of Machinery and Equipment

As previously mentioned in note 25(i), for purposes of the U.S. GAAP reconciliation, fixed assets of foreign origin were restated
using the inflation factor arising from the Consumer Price Index ("CPI") of each country, and depreciation is based upon the revised
amounts.

E. Other U.S. GAAP adjustments

Subsidiary companies—The Guarantors have adjusted their investment and their equity in the earnings of subsidiary companies for
the share of the approximate U.S. GAAP adjustments applicable to these affiliates. The net effect in the stockholders' equity
reconciliation to U.S. GAAP at December 31, 2004 was an income of Ps 6,856 and an expense of Ps16,886 in 2005. The effect on
the net income reconciliation to U.S. GAAP was an expense of Ps 181 in 2003, and income of Ps 1,195 in 2004 and Ps1,065 in 2005.
From the U.S. GAAP adjustments to subsidiary companies in the Guarantors' reconciliation of stockholders' equity, expense of Ps
3,346 in 2004 and expense of Ps3,485 in 2005, are related to deferred IT and deferred ESPS.

F. Monetary position result

Monetary position result of the U.S. GAAP adjustments is determined by (i) applying the annual inflation factor to the net monetary
position of the U.S. GAAP adjustments at the beginning of the period, plus (ii) the monetary position effect of the adjustments during
the period, determined in accordance with the CPI inflation factor for the period.
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Supplemental Guarantors Cash Flow I nformation under U.S. GAAP

The classifications of cash flows under Mexican GAAP and U.S. GAAP are basically the same in respect of the transactions
presented under each caption. The nature of the differences between Mexican GAAP and U.S. GAAP in the amounts reported is
primarily due to (i) the imination of inflationary effects in the variations of monetary assets and liabilities arising from financing
and investing activities, againgt the corresponding monetary position result in operating activities, (ii) the elimination of exchange
rate fluctuations resulting from financing and investing activities, against the corresponding unrealized foreign exchange gain or loss
included in operating activities, and (iii) the recognition in operating, financing and investing activities of the U.S. GAAP
adjustments.

For the Guarantors, the following table summarizes the cash flow items as required under SFAS 95 provided by (used in) operating,
financing and investing activities for the years ended December 31, 2003, 2004 and 2005, giving effect to the U.S. GAAP
adjustments, excluding the effects of inflation required by Bulletin B-10 and Bulletin B-15. The following information is presented,
in millions of pesos, on a historical peso basisand it is not presented in pesos of constant purchasing power:

Y ear sended December 31,

2003 2004 2005
Net cash provided by operating aCtiVitieS..........covrerenenenieneneneneneneens Ps 6,970 17,388 27,827
Net cash provided by (used in) financing activities.............ccocoeveiiiiiennnnne, (5,886) 31 9,085
Net cash used ininvesting actiVities.............ccoeiiiiiiiciiic, (1,561) (17,355) (36,909)

Net cash flow from operating activities reflects cash payments for interests and income taxes as follows:

Y ear sended December 31,

2003 2004 2005

L1 =S B o7 o [T Ps 150 - _
INCOME tAXES PAID ..o - 1 23

Guarantor s non-cash activities are comprised of the following:

Dividends declared to CEMEX amounting to Ps6,460.0 in 2003 were recognized by the Guarantors as accounts payable to CEMEX
as of December 31, 2003.

Contingent liabilities of the Guarantors

As of December 31, 2004 and 2005, CEMEX México and ETM guaranteed debt of CEMEX in the amount of U.S.$ 3,088 (Ps32,988)
and U.S.$3,780 (Ps40,145) (note 12C).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON SCHEDULES

The Board of Directors and Stockholders
CEMEX, SA.deC.V.:

Under the date of January 27, 2006, we reported on the consolidated balance sheets of CEMEX, SA. deC.V. and
subsidiaries as of December 31, 2004 and 2005, and the related consolidated statements of income, changes in
stockholders’ equity and changes in financia position for each of the years ended December 31, 2003, 2004 and
2005, which are included in this annual report on Form 20-F. In connection with our audits of the aforementioned
consolidated financial statements, we also audited the related consolidated financial statement schedules in the
annual report. These financial statement schedules are the responsibility of the Company’s management. Our
responsibility isto express an opinion on these financial statement schedul es based on our audits.

In our opinion, such financial statement schedules, when considered in relation to the basic consolidated financial
statements taken as awhole, present fairly, in al material respects, the information set forth therein.

KPMG Cérdenas Dosal, S.C.

/s/ Leandro Castillo Parada

Monterrey, N.L. Mexico
January 27, 2006
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CEMEX, SA.DE C.V. (PARENT COMPANY ONLY)
Balance Sheets
(Millions of constant M exican Pesos as of December 31, 2005)

Assets Note
Current Assts
Cash AN INVESIMENES .....c.uviiiiie ittt et e e e et e et e e s beesaee e baeebeeeateesaneeasnaan
Other aCCOUNES FECEIVADIE ........ccviiiiie ettt et b e e be e s areeeaea s
Related parties acCountS reCRIVADIE ........c.oieeiiee e ee e
TOtAl CUITENT @SSELS.....c.uvieiieitiecieeeeteeeetee et e et e et e e s teeeeteesbeesabeeebeeeebeesnbeasaneeaseeenresannes
Investments And Noncur rent Receivables
Investmentsin subsidiaries and affiliated COMPaNIes............cooiiiiiiiniieieeens D
Other investments and noncurrent accounts recaivable...........cveecvieiciieciee e
Long-term related parties accounts reCalVabI...........cccuiiiiiiiiiie e H
Total investments and noncurrent accounts receivable...........ccccooeeeeeicieecieccieceveeenee,
Land and Buildings

o

Buildings.
AcCUMUIBEE AEPIECIALION. ... eeee e eee ettt e st e nte e e e neeeneesneeneeeneeanean
Total land and BUITAINGS ......cc.eeeeiieri e enees

Intangible Assets and Deferred ChargeS. .....oovieeriere e E
TOLAI ASSELS ...ttt ettt ettt ettt e bbb e e bbb bbb b bbb b e

Liabilities and Stockholders’ Equity
Current Liabilities
BANK TOBNS ...t bbb n e
Current maturities of 10Ng-termM debt.........cviiiiee e
Other accounts payable and acCrued EXPENSES..........cvvieerieiereese e e e
Related parties accounts PaYabI©............ceivieeiiere e
Total current [HaDilItIES ......ccveieeeee e
Long Term Debt
BANK TOBNS ...t bbb n e
012y 7= Y- o = USSR
Current maturities of 10Ng-termM AebL........cv i e
Long-term related parties accounts Payabl € ...........eerveeieere e
LIS L= 00 = o = o PSP
Other noNCUrent labilitieS..........cuiiiiiiii e
TOtAl Li@biliTiES ... eeeeeeeeeee st ne e

IO

TOOO

Stockholders’ Equity
Common stock-hiStorical COSt DASIS ......eevvieiiiere e
Common stock-accumulated inflation adjuSIMENtS.........ccvieeriere e
Additional paid-in CaPITA ........ceieeriee e nreen
DefiCit iN EQUITY FESTBEEMENT .....eeeiieiesee ettt et te e e seeeneesreeneneneesneens
Cumulativeinitial deferred income tax effeCtS........covvervieri e

Total Stockholders’ EQUILY .......ccuieiireiee e
Total Liabilities and Stockholders’ Equity ...................cccooiiiiiiiii e

See accompanying notes to Parent Company-only financial statements.
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SCHEDULE |

December 31,
2004 2005

Ps 108 -
1,014 761
712 499
1,834 1,260
100,467 132,795
897 2,574
34,037 20,913
135,401 156,282
1,691 1,691
434 434
(257) (261)
1,868 1,864
4,259 3,121
Ps 143,362 162,527
Ps 1,588 2,039
1,812 4,365
674 452
6,554 405
10,628 7,261
9,529 17,967
15,020 16,511
(1,812) (4,365)
24,933 20,313
47,670 50,426
1,407 496
59,705 58,183
62 64
3,735 3,735
42,580 47,133
(80,958) (82,387)
1,208 1,208
103,065 112,166
13,965 22,425
83,657 104,344
Ps 143,362 162,527




(Millions of constant M exican Pesos as of December 31, 2005, except for earnings per share)

SCHEDULE | (Continued)

CEMEX, SA.DE C.V. (PARENT COMPANY ONLY)
Statements of Income

Equity inincome of subsidiaries and affiliates...........ccooveevrieicviceiienrees

Rental income..........cccouveeneen.

Administrative expenses.........
Operatingincome.............

Comprehensive financing result:

Financial expense............
Financial income.............

Results from valuation and liquidation of financid instruments.............
Foreing exchange result, NEL .........cocvere e e,

Monetary position result..

Net comprehensive financing result............ccoveevveeeneene e,

Other income (expense), net....

INcomMe DEfOr € iNCOME LAXES. .....ociiveeeiereee e,

Income tax benefit and business assetstax, NEt.........cccvveeeeeeieeccieeeee e,

Net inCome.....cocveeevcveeeenns

Basic ear nings per share...

Diluted earnings per share

See accompanying notes to Parent Company-only financial statements.
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Note

Y ear s ended December 31,

2003 2004 2005
2,722 12,661 23,650
299 287 273
561 689 724
3,582 13,637 24,647
(60) (39 (58)
3,522 13,508 24,589
(3,347) (2,685) (4,622)
3,333 1,540 1,502
16 459 932
(2,789) 847 (779)
866 1,101 846
(1,920) 1,262 (2,031)
4,741 (1,208) (768)
6,343 13,652 21,790
858 313 635
7,201 13,965 22,425
0.76 1.40 2.16
0.74 1.39 215




SCHEDULE | (Continued)

CEMEX, SA.DE C.V. (PARENT COMPANY ONLY)

Statements of Changesin Financial Position
(Millions of constant M exican Pesos as of December 31, 2005)

Y ear s ended December 31,

2003 2004 2005
Operating activities
INEE INCOMIE <.ttt ettt e e e e e e et e et e e e e et e e ate e st e eeneenneeareenaneen, Ps 7,201 13,965 22,425
Adjustmentsto reconcile to resources provided by operating activities:
Depreciation Of ProPErti€S.......oieervereriereeeseerieeee e seeeneeseeeseeeeens 6 7 4
Amortization of deferred charges and credits, Net.........ccccoeevveenveennn, 347 355 128
Deferred income tax charged tO resultS. ........ccooverveeeseere e, 594 1,085 1,021
Equity inincome of subsidiariesand affiliates.........cccooevveiviienreenn, (2,722) (12,661) (23,650)
Resour ces provided by (used in) operating activities..................... 5,426 2,751 (72)
Changes in working capital:
Other accounts reCaIVADIE .........oieerree e e 447 (241) 253
Short-term related parties accounts receivable and payable, net ............. 19,374 1,736 (5,936)
Other accounts payable and accrued eXpenses...........ocvvververeseenieenenn, (159) (2,383) (222)
Net changein working Capital..........ccooovervieneenn e, 19,662 (888) (5,905)
Net resour ces provided by (used in) operating activities................ 25,088 1,863 (5,977)
Financing activities
Proceeds from bank 10ans (repayments), NEt...........ccevvereeieenieeneecenseenenn, (10,198) 5,883 8,889
N[0Sy 072 Y- o LN 4 1= SRS (2,396) (7,455) 1,491
Liquidation of optional iINSrUMENtS.........cceivereereiieseere e, - (1,085) -
DAY/ To [T o Y o o SR (4,038) (4,142 (4,864)
Issuance of common stock from stock dividend elections..........ccceee........ 4,017 4,282 4,537
Issuance of common stock under stock option programs............cceceeeeeenee. 47 69 18
Disposd of shares under repurchase program.........cceeeeeveeeeseeneeseeseeeneen, 420 - -
Other finanCing aCtiVities, NEL.........c.cooviieiiee e 391 (556) (911)
Resour ces provided by (used in) financing activities..................... (11,757) (3,004) 9,160
Investing activities
Long-term related parties accounts receivable, Net..........ccocvveerrecnnieenen, (11,210 2,066 8,504
Net changein investment in SUDSAIaries. ........ccovvieenierrnceseere e, (7,505) (1,687) (10,165)
DiVIdENAS FECRIVE.........eeeeeeeee e e e e, 5,605 272 -
DEferred CharQgeS. ... o eereeeeeeeereeee sttt st e e neeeneesnee e (52) 276 52
Other noncurrent accounts receivable (466) 204 (1,682)
Resour ces provided by (used in) investing activities...............c...... (13,628) 1,131 (3,291)
Increase (decrease) in cash and investments.........ccccoceveeivieeneeenn, (297) (10 (108)
Cash and investments at beginning of year ..........cccocvevvveeneeceieeeen, 415 118 108
Cash and investmentsat end of Year ............ccoeeveveveveeeveveveeeeeenenns, Ps 118 108 -

See accompanying notes to Parent Company-only financial statements.
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SCHEDULE | (Continued)
CEMEX, SA.DE C.V.
NOTESTO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS
Asof December 31, 2003, 2004 and 2005
(Millions of constant M exican pesos as of December 31, 2005)

1. DESCRIPTION OF BUSINESS

CEMEX, S.A. de C.V. (CEMEX or the Company) is a Mexican holding company (parent) of entities whose main activities are
oriented to the construction industry, through the production and marketing of cement, ready-mix concrete and aggregates.

B. SIGNIFICANT ACCOUNTING POLICIES
B.1) BASISOF PRESENTATION AND DISCLOSURE

The financial statements have been prepared in accordance with Generally Accepted Accounting Principles in Mexico (“Mexican
GAAP”), which recognize the effects of inflation on the financial information.

The preparation of the Parent Company’s financial statements considered, when applicable, the same accounting policies listed in
note 3 to CEMEX and subsidiaries’ consolidated financial statements included elsewhere in this annud report.

In addition, this section includes references to other notes to the consolidated financial statements, in those cases when
information aso refers to the Parent Company.

B.2) RESTATEMENT OF COMPARATIVE FINANCIAL STATEMENTS

The restatement factors applied to the Parent Company’s financial statements of prior periods were determined using Mexican
inflation.

Factor using
Mexican
inflation
P20 0228 (o 100 F SRRSO 1.0387
P20 013 (o 1200 SRRSO 1.0539
P20 078 (o 100 < YRS 10300
C. OTHER ACCOUNTSRECEIVABLE
As of December 31, 2004 and 2005, other short-term accounts receivable of the Parent Company consist of :
2004 2005
NON-ETEOE TECEIVADIES. ...ttt ettt et et et eeeeee et eseeee et et eseseseeseeesestaseeeseseesseeeeeeeseeeneeens Ps 236 225
Advances and valuation of derivative inStrumMEeNtS (1) ........ceeeereieereereeeseese e e see e see e seeens 403 53
(©1a1S QL= (U190 7= o 1] e = 375 483
Ps 1,014 761

(1) Seenotes 12 and 17 to our consolidated financid statements included elsewherein this annua report

D. INVESTMENTSIN SUBSIDIARIESAND AFFILIATES

As of December 31, 2004 and 2005, investments of the Parent Company in subsidiaries and affiliated companies, accounted for
by the equity method, are as follows:

2004 2005
BOOK ValUE & aCQUISITION JAEE............cveveevececeeeeeeeteeeeeeee et ese e e eneeee e es et ss s eae s ensseeaasasneeeanas Ps 67,143 78,126
Revaluation by equity MELNOU.............ooii et ee e nteeeesneas 33,324 54,669

Ps 100467 132,795
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SCHEDULE | (Continued)
CEMEX, SA.DE C.V.
NOTESTO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS-(Continued)
Asof December 31, 2003, 2004 and 2005
(Millions of constant M exican pesos as of December 31, 2005)

E. INTANGIBLE ASSETSAND DEFERRED CHARGES

As of December 31, 2004 and 2005, intangible assets of indefinite life and deferred charges of the Parent Company are
summerized as follows:

2004 2005

Intangible assets of indefinite useful life:
L€ 1 SRS Ps 2,143 2,080
PaXw o 0100101 0o o 10 (2 1 o o RS (193) (187)

1,950 1,893
Deferred charges:
Deferred fiNanCial EXPENSES........oiiiieieere e see st se st e st ee e e see e e steeneeaseesteeeeaseesaeeeesseenseeneesseenseenes 203 163
DEFEITEU LAXES......eeeeeeee ettt e e e e e e e et e e e e e e et ae e e e e e e e e aeeeeeeeesesseneaeesseaasenneaeeeaaas 2,029 1,009
(107 TSR 390 378
ACCUMUIBEE AMOITIZBEION ..ot ee st ee e ee st e teesee s et eseeneesseeneeeneesseenseeneesreenseenes (313 (322

Ps 2309 1,228
4,259 3,121

F. OTHER ACCOUNTSPAYABLE AND ACCRUED EXPENSES

Other accounts payable and accrued expenses of the Parent Company as of December 31, 2004 and 2005 consist of:

2004 2005
Accounts payable and aCCTUEH EXPENSES........cieereieereererseesteereeeeesteeseeaeesseeseesseesseenseaneesseenseseessenns Ps 1 1
L =S (oY 7= Y= | o =SSR 212 256
IG5 0= Y- o [T 178 190
DNV T 1= g0 Sy 0= Yo SR 5 5
Valuation of derivative INSITUMENES (L) ....vveeeieereieeseese e see e eee e e see e e e e teeseeeneesseeneesneesseens 278 -
Ps 674 452

(1) Seenotes 12 and 17 to our consolidated financid statements included elsewherein this annua report

Short-term provisions primarily consist of: (i) accruals for insurance payments and (ii) accruals related to the portion of legal
assessments to be settled in short-term. Commonly, these amounts are revolving in nature and are to be settled and replaced by
similar amounts within the next 12 months.

G. SHORT-TERM AND LONG-TERM BANK LOANSAND NOTESPAYABLE

The maturities of long-term debt of the Parent Company as of December 31, 2005 are as follows:

Parent
2007 ettt eteeet—eeeteeeateeetee ettt eatesaateeateeatteeatetaateeateeaaataateeaabeeiteeaheseateeeateeaateeanreeateeaareeaaraanns Ps 2930
2008 ... eietee ettt ettt e e e—e e et et eateeaateeateeatteeatetaateeiteeattteatesaateeateeaheteateeaateeireeateeaateeeateeaateeanreeateeaareeaaraanns 8,383
2009 ...ttt e e—e et —e e ettt eateeateeaateeatetaateeateeattteatetaateeateeaaeteateeaateeiteeahesaateeeteeaateeateeateeaareeanraanns 11,776
2000 .ttt ettt ettt et ettt eeteeete e ettt eatesateeateeatttetetateeateeahateateeaateeiteeateseateeeteeaateeanteeateeaareeaaraanns 5,622
{0 N = Ta (o R g1 (== = USSR 1,502
Ps 30,113

As of December 31, 2004 and 2005, 90% and 41%, respectively of the Parent Company’s short-term debt is denominated in
dollars. Rdating to long-term debt, 84% and 62% is denominated in dollars in 2004 and 2005, respectively. The remaining debt,
in both years, is primarily denominated in Mexican pesos.

In the Parent Company’s balance sheet at December 31, 2004 and 2005, there were short-term debt transactions, classified as
long-term debt, for U.S.$350 (Ps3,717) and U.S.$125 (Psl,328), respectively, due to the Company’s ability and the intention to
refinance such indebtedness with the available amounts of committed long-term lines of credit.
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SCHEDULE | (Continued)

CEMEX, SA.DE C.V.

NOTESTO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS-(Continued)

Asof December 31, 2003, 2004 and 2005
(Millions of constant M exican pesos as of December 31, 2005)

H. BALANCESAND TRANSACTIONSWITH RELATED PARTIES

The main baances of accounts receivable from and accounts payable of the Parent Company with related parties as of December

31, 2004 and 2005 are as follows:

Assets Liabilities
2004 Short Long Short Long
term term term term
CEMEX MeXiCo, SAA. QB C.V. oot Ps - 11,158 6,433 275
CEMEX International FINaNCE CoO.........coeeueeeeeeee e - - 62 20,538
Empresas Toltecade Mexico, SA. de C.V. ...oooviieivecnieeeee e 73 22,879 - -
CEMEX Irish Investments Company Limited...........ccooevvevnieenvninnnnns - - 23 3,981
Centro Distribuidor de Cemento, SA. deC.V. ....oooceeeeeeiieeceeeeeee. - - 33 139
CEMEX ManilaInvestmentS B.V. ......cocveviieeeee e 607 — — —
CEMEX Venezuda, SA.CA. ... 19 - - -
(@131 £ 13 — 3 —
Ps 712 34,037 6,554 24,933
Assets Liabilities
2005 Short Long Short Longterm
term term term
CEMEX MeXiCo, SAA. QB C.V. oot Ps - - 314 7,754
CEMEX Internationa FINANCE CO.........coeeueeeeeeee e - - 44 8,833
Empresas Toltecade Mexico, SA. de C.V. ...oooviievvicnieeeee e - 20,913 - -
CEMEX Irish Investments Company Limited...........ccooevvevrieenvninnnnns - - 36 3,726
CEMEX UK LIMiteO.....ccceieiieeie ettt ssvee s evee e senes 461 - - -
CEMEX Venezuda, SA.CA. ... 30 - - -
Latin Asia Investments, Pte. Ltd. .......occueeeeeeeeieeeeeeeee e 5 - - -
(@131 £ 3 — 11 —
Ps 499 20,913 405 20,313
The main operations with related parties are:
Parent 2003 2004 2005
LS 1= T e 0T S Ps 299 287 273
[T = 015 R (= R 561 689 724
FiNANCI@l EXPENSES. ... coitieeiiiesie ettt ee et e st te e teete e e steeteeseesseeneesneenseeneeans (861) (968) (1,984)
M aNAgEMENT SENVICE EXPENSE ... vt eueeereeteeeesseesteeneeaneesseeneesseesseenseaseesseansesseesseensesseessennsesns (1,549) (958) (837)
FINANCIAI INCOME ...ttt e et e e e e e e e et e e e e e s e aeeeeeeeeeeennnens 3,330 1,533 1,586
(DA 0 (i 0 S o= AV RS Ps 6,020 292 —

I.  STOCKHOLDERS’ EQUITY AND COMPREHENSIVE NET INCOME (LOSS)
See note 15 to our consolidated financia statements included elsewherein this annual report.
J. EXECUTIVE STOCK OPTION PROGRAMS

See note 16 to our consolidated financia statementsincluded elsewherein this annual report.
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SCHEDULE | (Continued)
CEMEX, SA.DE C.V.
NOTESTO THE PARENT COMPANY ONLY FINANCIAL STATEMENTS-(Continued)
Asof December 31, 2003, 2004 and 2005
(Millions of constant M exican pesos as of December 31, 2005)

K. INCOME TAX (IT) AND BUSINESSASSETSTAX (BAT)

The income tax law in Mexico provides that companies must pay either IT or BAT depending on which amount is greater with
respect to their Mexican operations. Both taxes recognize the effects of inflation, although in a manner different from Mexican
GAAP. See note 18 to our consolidated financia statementsincluded € sewherein this annual report.

The IT benefit (income), presented in the income statement isintegrated as follows:

2003 2004 2005
RecaiVed from SUDSIQIAITES.........eeeeieeeeeeee et e e e e e e e e e e eaeens Ps 1,452 1,398 1,656
DL 1= 1= o [ OSSO (594) (1,085  (1,021)
Ps 858 313 635

CEMEX has accumulated IT loss carryforwards which, restated for inflation, can be amortized against taxable income in the
succeeding ten years according to income tax law:

Amount of Year of
Y ear in which tax loss occurred carryforwards expiration
FO08B... etttk bbb bR R bR Rt bRt bbbt bbbt R b b e nre s Ps 3,614 2008
2007 ...ttt bbb R R R R Rt bRt bbb bbb b e b e nns 1,812 2011
2002ttt b bR R R R R bRt bRt R Rt b e b b e b e nns 5,870 2012
2003 ...ttt bbb R b bR R R R R Rt bRt bRt Rt b bbb e re e nns 4,281 2013
2004 ...t bbb R Rt Rt bbbt bbb bbb e nns 42 2014
2005 ...ttt bbb bbb R R R bR Rt bRt b e Rt b bbb e b e nrenns 295 2015
Ps 15,914

The Company must generate taxabl e income to preserve the benefit of the tax |oss carryforwards generated beginning in 2002.
The BAT Law establishes a 1.8% tax levy on assets, restated for inflation in the case of inventory and fixed assets, and deducting
certain liabilities. CEMEX, SA. de C.V. is a Parent Company, authorized by Mexican Tax Authorities to consolidate for tax
purposes in accordance with the Income Tax Law; as a result, the Company is obliged in terms of the BAT law to calculate and
file the consolidated asset value for the exercise.

L. EARNINGSPER SHARE

See note 21 to our consolidated financia statementsincluded elsewherein this annual report.

M. CONTINGENCIESAND COMMITMENTS

See note 22 to our consolidated financia statementsincluded elsewherein this annual report.
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SCHEDULE I1

CEMEX, SA.DE C.V. AND SUBSIDIARIES
December 31, 2003, 2004 and 2005
(Millions of constant M exican Pesos as of December 31, 2005)

Valuation and Quaifying Accounts as of December 31, 2003, 2004 and 2005, is afollows:

Balanceat  Chargedto Balance at
Description beginning costsand end of
of period expenses Deductions  Others (1) period
Y ear ended December 31, 2003:
Allowance for doubtful accounts.............. Ps 539 358 286 34 645
Y ear ended December 31, 2004:
Allowance for doubtful accounts.............. 645 401 341 20 725
Y ear ended December 31, 2005:
725 279 256 494 1,242

Allowance for doubtful accounts..............

(1) The column “Others” includes the balances of allowance for doubtful accounts assumed through business
combination as of the acquisition date, which for the year ended December 31, 2005 was approximately Ps462
calcul ated to the acquisition of RMC. In addition, this column includes the effects of foreign currency trandation
and the inflation adjustment of the initia balance in the restatement to constant pesos as of the end of the same

period.

S9



Exhibit

11
21
22

2.3
24

25

2.6
2.7
4.1

4.2

4.3

4.4

4.5

4.6

4.7

No.

EXHIBIT INDEX

Description

Amended and Restated by-laws of CEMEX, SA. deC.V. (a)

Form of Trust Agreement between CEMEX, S.A. de C.V., asfounder of the trust, and Banco
Nacional de Mexico, S.A. regarding the CPS. (b)

Amendment Agreement, dated as of November 21, 2002, amending the Trust Agreement
between CEMEX, SA. de C.V., asfounder of the trust, and Banco Nacional de Mexico,
S.A. regarding the CPOs. (c)

Form of CPO Certificate. (b)

Form of Second Amended and Restated Deposit Agreement (A and B share CPOs), dated as
of August 10, 1999, among CEMEX, S.A. de C.V., Citibank, N.A. and holders and beneficial
owners of American Depositary Shares. (b)

Form of American Depositary Receipt (included in Exhibit 2.3) evidencing American
Depositary Shares. (b)

Form of Certificate for shares of Series A Common Stock of CEMEX, SA. deC. V. (b)
Form of Certificate for shares of Series B Common Stock of CEMEX, SA. de C.V. (b)

Note Purchase Agreement dated June 23, 2003, by and among CEMEX Espafia Finance,
LLC, asissuer, CEMEX Espafia, Sandworth Plaza Holding B.V., Cemex Caracas
Investments 13.V., Cemex Caracas Il Investments B.V., Cemex Manila Investments B.V. and
Cemex Egyptian Investments B.V ., as guarantors, and severa ingtitutional purchasers named
therein, in connection with theissuance by CEMEX Espafia Finance, LLC of U.S.$103
million aggregate principal amount of Senior Notes due 2010, U.S.$96 million aggregate
principal amount of Senior Notes due 2013, U.S.$201 million aggregate principal amount of
Senior Notes due 2015. (d)

$1,150,000,000 Term Loan Agreement, dated October 15, 2003, by and among New
Sunward Holding B.V. as borrower, CEMEX, SA. deC.V., CEMEX Mexico, S.A. deC.V.
and Empresas Tolteca de Mexico, S.A. de C.V. as guarantors, and the several lenders named
therein. (d)

Term and Revolving Facilities Agreement, dated as of March 30, 2004, by and among
CEMEX Espafia, as borrower, Sandworth Plaza Holding B.V., Cemex Caracas Investments
B.V., Cemex Caracas || Investments B.V., Cemex Manila Investments E.V. and Centex
Egyptian Investments, E.V., as guarantors, Banco Bilbao Vizcaya Argentaria, SA. and

Soci ete Generale, as mandated |ead arrangers, and the several banks and other financial
institutions named therein, aslenders, for an aggregate amount of E250,000,000 and
V/19.308,000,000. (d)

€250,000,000, ¥19,308,000,000 Term and Revolving Facilities Agreement, dated March 30,
2004, for CEMEX ESPANA, S.A., as Borrower, CEMEX Caracas Investments B.V .,
CEMEX Caracas|| Investments B.V., CEMEX Egyptian Investments B.V., CEMEX Manila
Investments B.V. and Sandworth Plaza Holding B.V., as Guarantors, arranged by Banco
Bilbao Vizcaya Argentaria, S.A. and Société Générale, S.A., with Banco Bilbao Vizcaya
Argentaria, S.A. acting as Agent. (d)

CEMEX Espafia Finance LLC Note Purchase Agreement, dated as of April 15, 2004 for
¥4,980,600,000 1.79% Senior Notes, Series 2004, Tranche 1, due 2010 and ¥6,087,400,000
1.99% Senior Notes, Series 2004, Tranche 2, due 2011. (€)

U.S.$800,000,000 Credit Agreement, dated as of June 23, 2004, among CEMEX, S.A. de
C.V., asBorrower and CEMEX Mexico, S.A. de C.V. and Empresas Tolteca de México, S.A.
de C.V., as Guarantors and Barclays Bank PLC as Issuing Bank and Documentation Agent
and ING Bank N.V. asIssuing Bank and Barclays Capital, the Investment Banking division
of Barclays Bank Plc as Joint Bookrunner and ING Capital LLC as Joint Bookrunner and
Administrative Agent. (€)

U.S.$1,250,000,000 Term and Revolving Facilities Agreement, dated September 24, 2004
for New Sunward Holding B.V., as Borrower, CEMEX, S.A. de C.V., CEMEX México, S.A.
de C.V. and Empresas Tolteca De México, SAA. deC.V., as Guarantors, arranged by
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4.8

4.9

4.10

4.11

4111

4.12

4.13

4.14

4.15

4.16

4.17

Description
Citigroup Global Markets Limited and Goldman Sachs International, with Citibank
International PLC acting as Agent. (€)
U.S.$3,800,000,000 Term and Revolving Facilities Agreement, dated September 24, 2004 for
CEMEX Espafia, S.A., asBorrower, CEMEX Espafia, S.A., CEMEX Caracas Investments
B.V., Cemex Caracas |l Investments B.V., Cemex Egyptian Investments B.V., CEMEX
Manila Investments B.V., CEMEX American Holdings B.V., as Guarantors, arranged by
Citigroup Global Markets Limited and Goldman Sachs International with Citibank
International PLC acting as Agent. (€)
Implementation Agreement, dated September 27, 2004, by and between CEMEX UK
Limited and RMC Group p.l.c. (€)
Scheme of Arrangement, dated October 25, 2004, pursuant to which CEMEX UK Limited
acquired the outstanding shares of RMC Group p.l.c. (€)
Asset Purchase Agreement by and between CEMEX, Inc. and Votorantim Participacdes S.A.,
dated as of February 4, 2005. (€)
Amendment No. 1 to Asset Purchase Agreement, dated as of March 31, 2005, by and
between CEMEX, Inc. and Votorantim Participactes S.A. (€)
£1,000,000,000 Amended and Restated Term and Revolving Credit Agreement, dated March
16, 2005, by and anong RMC Group Limited, CEMEX Espafia, S.A., Cemex Caracas
Investments B.V., Cemex Caracas |1 Investments B.V., Cemex Egyptian Investments B.V .,
Cemex Manila Investments B.V., Cemex American Holdings B.V. and Cemex Shipping
B.V., as Original Guarantors, RMC Group Limited, as Original Borrower, Banc of America
Securities Limited, BNPParibas, HSBC Investment Bank plc, the Royal Bank of Scotland
plc, West LB AG, London Branch, as Mandated Lead Arrangers and the Royal Bank of
Scotland plc, as Agent. (€)
U.S.$1,000,000,000 Term Credit Agreement, dated as of April 5, 2005, anong CEMEX,
S.A. deC.V., asBorrower, CEMEX México, SA. de C.V., as Guarantor, Empresas Tolteca
de México, SA. de C.V., as Guarantor, Barclays Bank PLC, as Administrative Agent,
Barclays Capita, the Investment Banking Division of Barclays Bank plc, as Joint Lead
Arranger and Joint Bookrunner, Citigroup Global Markets Inc., as Documentation Agent,
Joint Lead Arranger and Joint Bookrunner, Barclays Bank plc, Citibank, N.A., and Citibank,
N.A., Nassau, Bahamas Branch as Lenders. (€)
U.S.$1,200,000,000 Term Credit Agreement, dated as of May 31, 2005, anong CEMEX,
S.A. deC.V., as Borrower, CEMEX México, SA. de C.V., as Guarantor, Empresas Tolteca
de México, SA. de C.V., as Guarantor, Barclays Bank PLC, as Administrative Agent,
Barclays Capital, the Investment Banking Division of Barclays Bank PLC, as Joint Lead
Arranger and Joint Bookrunner, and Citigroup Global Markets Inc., as Documentation Agent,
Joint Lead Arranger and Joint Bookrunner. (f)
U.S.$700,000,000 Term and Revolving Facilities Agreement, dated June 27, 2005, for New
Sunward Holding B.V., as Borrower, CEMEX, SA. deC.V., CEMEX México, SA. deC.V.
and Empresas Tolteca De México, S.A. de C.V., as Guarantors, arranged by Banco Bilbao
Vizcaya Argentaria, SA., BNP Paribas and Citigroup Global Markets Limited, as Mandated
Lead Arrangers and Joint Bookrunners, the several financial institutions named therein, as
Lenders, and Citibank, N.A., as Agent. (f)
Note Purchase Agreement, dated as of June 13, 2005, among CEMEX Espafia Finance LLC,
asissuer, CEMEX Espafia, Cemex Caracas Investments B.V., Cemex Caracas Il Investments
B.V., Cemex Manila Investments B.V., Cemex Egyptian Investments B.V., Cemex American
HoldingsB.V. and Cemex Shipping B.V., as guarantors, and several institutional purchasers,
relating to the private placement by CEMEX Espafia Finance, LLC of U.S.$133,000,000
aggregate principal amount of 5.18% Senior Notes due 2010, and U.S.$192,000,000
aggregate principal amount of 5.62% Senior Notes due 2015. (f)
Amended and Restated Limited Liability Company Agreement of CEMEX Southeast LLC,
dated as of July 1, 2005, anong CEMEX Southeast LLC, CEMEX Southeast Holdings, LLC,
Ready Mix USA, Inc. and CEMEX, Inc. (f)
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No. Description
4.17.1 Amendment No. 1 to Amended and Restated Limited Liability Company Agreement of

CEMEX Southeast LLC, dated as of September 1, 2005, among CEMEX Southeast LLC,
CEMEX Southeast Holdings, LLC, Ready Mix USA, Inc. and CEMEX, Inc. (f)

4.18 Limited Liability Company Agreement of Ready Mix USA, LLC, dated as of July 1, 2005,

among Ready Mix USA, LLC, CEMEX Southeast Holdings, LLC, Ready Mix USA, Inc. and
CEMEX, Inc. (f)

4.18.1 Amendment No. 1 to Limited Liability Company Agreement of Ready Mix USA, LLC, dated

as of September 1, 2005, among Ready Mix USA, LLC, CEMEX Southeast Holdings, LLC,
Ready Mix USA, Inc. and CEMEX, Inc. (f)

4.19 Asset and Capital Contribution Agreement, dated as of July 1, 2005, among Ready Mix
USA, Inc., CEMEX Southeast Holdings, LLC, and CEMEX Southeast LLC. (f)

4.20 Asset and Capital Contribution Agreement, dated as of July 1, 2005, among Ready Mix
USA, Inc., CEMEX Southeast Holdings, LLC, and Ready Mix USA, LLC. (f)

4.21 Asset Purchase Agreement, dated as of September 1, 2005, between Ready Mix USA, LLC
and RMC Mid-Atlantic, LLC. (f)

8.1 List of subsidiaries of CEMEX, S.A. deC.V. (f)

121 Certification of the Principal Executive Officer of CEMEX, S.A. de C.V. pursuant to Section

302 of the Sarbanes-Oxley Act of 2002. (f)

12.2 Certification of the Principal Financia Officer of CEMEX, S.A. de C.V. pursuant to Section

302 of the Sarbanes-Oxley Act of 2002. (f)

12.3 Certification of the Principal Executive Officer of CEMEX Mexico, S.A. de C.V. pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002. (f)

124 Certification of the Principal Financia Officer of CEMEX Mexico, S.A. de C.V. pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002. (f)

125 Certification of the Principal Executive Officer of Empresas Tolteca de Mexico, SA. deCV.

pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (f)

12.6 Certification of the Principal Financia Officer of Empresas Tolteca de Mexico, S.A. de C.V.

pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (f)

131 Certification of the Principal Executive and Financial Officers of CEMEX, S. 1. deC.V.

pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. (f)

13.2 Certification of Principa Executive and Financia Officers of CEMEX Mexico, SA.deC.V.

pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002. (f)

133 Certification of Principal Executive and Financia Officers of Empresas Tolteca de Mexico,

S.A.deC.V. pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. (f)

14.1 Consent of KPMG Cardenas Dosal, S.C. to the incorporation by reference into the effective

registration statements of CEMEX, S.A. de C.V. under the Securities Act of 1933 of their
report with respect to the consolidated financial statements of CEMEX, S.A. deC. V, which
appearsin this Annual Report on Form 20-F. (f)

@
(b)
©
(d)
©
®

Incorporated by reference to Post-Effective Amendment No. 4 to the Registration Statement on Form F-3 of CEMEX, S.A. deC.V. (Registration
No. 333-11382), filed with the Securities and Exchange Commission on August 27, 2003

Incorporated by reference to the Registration Statement on Font F-4 of CEMEX, S.A. de C.V. (Regigtration No. 333-10682), tiled with the
Securities and Exchange Commission on August 10, 1999.

Incorporated by reference to the 2002 annual report on Form 20-F of CEMEX, S.A. de C.V. filed with the Securities and Exchange Commission
on April 8, 2003.

Incorporated by reference to the 2003 annual report on Form 20-F of CEMEX, S.A. de C.V. filed with the Securities and Exchange Commission
on May 11, 2004.

Incorporated by reference to the 2005 annual report on Form 20-F of CEMEX, S.A. de C.V. filed with the Securities and Exchange Commission
on May 27, 2005.

Filed herewith.
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