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CEMEX, S.A. DE C.V.
Annual Report

PART I

Item 1 - Identity of Directors, Senior Management and Advisors

Not applicable to annual reports on Form 20-F.

Item 2 - Offer Statistics and Expected Timetable

Not applicable to annual reports on Form 20-F.

Item 3 - Key Information

Risk Factors

Our ability to pay dividends and repay debt depends on our ability to transfer income and
dividends from our subsidiaries 

We are a holding 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. As
a result, if we are unable to ensure the continued transfer of dividends and other income to us from
these subsidiaries, thus will impair our ability to pay dividends and make debt payments. The ability
of our subsidiaries to pay dividends and make other transfers to us may be limited by the
subsidiaries' existing debt agreements, if any, and various regulatory, contractual and legal
constraints.

We have incurred and will continue to incur debt, which could have an adverse effect on the
price of our CPOs, ADSs, ADWs and appreciation warrants

We have incurred and will continue to incur significant amounts of debt, which could have
an adverse effect on the price of our CPOs and ADSs. Since the value of our ADWs and appreciation
warrants is linked to the price of our CPOs, prices of these securities could also be adversely affected
by our debt levels.  As of December 31, 1999, we owed Ps41.6 billion (U.S.$4.4 billion), not
including obligations under equity derivative financing transactions. Our indebtedness may have
important consequences, including increased interest costs if we are unable to refinance existing
indebtedness on satisfactory terms. In addition, debt instruments governing a substantial portion of
our indebtedness contain various covenants which require us to maintain financial ratios, restrict
asset sales and dictate the use of proceeds from the sale of assets. These restrictions could limit our
ability to distribute dividends, finance acquisitions and expansions and maintain flexibility in
managing our business activities. 
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Most of our debt is denominated in Dollars. However, this debt must be serviced by funds
generated from sales received by our subsidiaries, most of which are not in Dollars. Consequently,
a devaluation or depreciation in the value of the Peso 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.

We may not be able to continue our growth if our acquisition strategy is not successful 

A key element of our growth strategy is to continue our disciplined acquisition strategy. Our
ability to realize the expected benefits from future acquisitions depends, in large part, on our ability
to integrate the new operations with existing operations in a timely and effective manner.
Accordingly, we devote substantial efforts to the integration of new operations.  We cannot assure
you that these efforts will be successful in any future acquisitions by us. Furthermore, our strategy
depends on our ability to identify and acquire suitable assets at desirable prices. We cannot assure
you that we will be successful in identifying or purchasing suitable assets in the future.  If we fail
to make further acquisitions we may not be able to continue to grow at our current rate. 

We are subject to restrictions due to minority interests in our consolidated subsidiaries 

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

Our use of equity derivative financing and other financing may have adverse effects on the
market for our securities, and our subsidiaries' securities, and may adversely affect our ability
to achieve operating efficiencies as a combined group. 

In recent years, we have engaged in several equity derivative financing transactions involving
shares of our capital stock and shares of capital stock of our subsidiaries as a source of financing.
As of December 31, 1999, our equity derivative financing transactions included an equity swap
relating to 24.8% of the outstanding shares of Valenciana, having a notional amount of U.S.$500
million.  In addition, in December 1999, we entered into three-year forward contracts with a number
of banks covering our own equity securities and 12.2% of the outstanding shares of Valenciana.  The
net present value of our outstanding obligations under these forward contracts, after giving effect to
a U.S.$439.9 million prepayment by us upon closing, was U.S.$471.8 million at December 31, 1999.
We also have several other, less significant, outstanding equity derivative transactions. 

If  any of these financing agreements are not replaced or settled, or if we default on the terms
of the relevant agreements, those agreements usually provide that the counterparties may sell the
shares underlying the relevant transactions. Those sales may: 
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• dilute equity holders' interests in our equity securities;  

• have an adverse effect on the market for our equity securities; 

• have an adverse effect on the market for equity securities of our subsidiaries; 

• reduce the amount of dividends and other distributions that we would receive from
our subsidiaries; and 

• create public minority interests in our subsidiaries that may adversely affect our
ability to realize operating efficiencies as a combined group. 

Any of these factors could adversely affect the price of our CPOs and ADSs and therefore
the price of our appreciation warrants and ADWs. 

If we cannot obtain sufficient funds we may be unable to purchase the Indonesian
government's interest in PT Semen Gresik (Persero) Tbk, or Gresik, if it requires us to do so

Under the terms of the agreement we entered into in connection with our original purchase
of a minority interest in Gresik from the Indonesian government, the Indonesian government has an
option until October 2001 to require us to purchase its remaining 51% interest in Gresik for a
purchase price of approximately U.S.$418 million, plus interest accrued from October 1998 at 8.2%
per annum.  We cannot assure you that we will have the funds available to purchase the Indonesian
government's interest at the time it exercises its option, if it ever chooses to do so, or that we will be
able to obtain the necessary funds on desirable terms. 

We are subject to several anti-dumping rulings that may limit our ability to export cement to
the United States 

Our Mexican and Venezuelan operations are subject to anti-dumping rulings by the U.S.
Commerce Department which may limit their ability to export cement to the United States. 

Since April 1990, our exports of gray cement and clinker to the United States from Mexico
(representing 5% of total sales volume of our Mexican operations in 1999) have been subject to U.S.
anti-dumping duties, and importers of gray cement and clinker from Mexico, including our U.S.
operations, have been required to pay substantial cash deposits to the U.S. Customs Service to secure
the eventual payment of those duties. 

Under an anti-dumping suspension agreement entered into with the Commerce Department,
Vencemos is prohibited from selling gray cement or clinker in the United States (representing 31%
of the total sales volume of our Venezuelan operations in 1999) at a price less than “foreign market
value”, as determined by the Commerce Department each quarter.  It is uncertain whether the foreign
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market value as determined by the Commerce Department will enable Vencemos to compete
profitably in the U.S. market.

We are disputing some tax claims that may result in a significant additional tax expense 

We have received notices from the Mexican tax authorities of tax claims in respect of the
1992 and 1993 tax years for an aggregate amount of approximately Ps2.6 billion, including interest
and penalties through December 31, 1999. An adverse resolution of these claims could materially
reduce our net income.  See “Business—Regulatory Matters and Legal Proceedings—Tax Matters.”

Our operations are subject to environmental laws and regulations 

Our operations are subject to laws and regulations relating to the protection of the
environment in the various jurisdictions in which we operate, such as regulations regarding the
release of cement dust into the air.  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 investments
in pollution control equipment, either of which could result in a material decline in our profitability.

We are an international company and are exposed to risks in the countries in which we have
significant operations 

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

The largest percentage of our net sales (44%) and total assets (33%) are in Mexico.  If the
Mexican economy falls into a recession 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 decrease in cement sales.  We also have
significant interests in Spain (15% of net sales and 14% of total assets), the United States (11% of
net sales and 5% of total assets), Venezuela (9% of net sales and 7% of total assets), Central America
and the Caribbean (7% of net sales and 4% of total assets), Colombia (3% of net sales and 6% of
total assets), the Philippines (2% of net sales and 5% of total assets), Egypt (4% of total assets) and
Indonesia (2% of total assets).  As in the case of Mexico, adverse economic conditions in any of
these countries may produce a negative impact on our net income from our operations in that
country.  All percentages of net sales and total assets in this paragraph are stated as of December 31,
1999.
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We believe that Asia represents an important market for our future growth.  However, since
mid-1997, many countries in Asia, including Indonesia and the Philippines where we have made
significant investments recently, have experienced considerable volatility and depreciation of their
currencies, high interest rates, banking sector crises, stock market volatility, political instability and
declining asset values. These developments have had and may continue to have an adverse effect on
the construction sector, which reduces demand for cement and ready-mix concrete and adversely
affects our sales and net income. The economic crisis in Asia has affected other countries where we
have operations, including Mexico, Colombia and Venezuela. The risks and volatility associated
with the markets in which we operate have affected and may continue to affect adversely the prices
of our securities and our ability to raise capital. 

We believe that Egypt, where we have recently made a significant investment, represents an
important market for our future growth.  Although the political situation in the Middle East has been
stabilized to some extent by the ongoing Arab-Israeli peace process, and Egypt and Jordan have
entered into a formal peace treaty with Israel, there can be no assurance that the peace process will
continue.  Instability in the region may result from the failure of that process as well as from factors
that, among others, may include government or military intervention in decision making, civil unrest
or extremism.  Within Egypt, extremists have engaged in a campaign, sometimes violent, against
the government in recent years.  There can be no assurance that extremists will not escalate their
violent campaign of opposition in Egypt nor that the government will continue to be successful in
maintaining the prevailing levels of domestic order and stability. Any of the foregoing circumstances
could have a material adverse effect on the political and economic stability of Egypt and  conse-
quently on our Egyptian operations.

Our financial condition, results of operations and liquidity could be adversely affected by
political uncertainty and economic instability associated with the July 2, 2000 presidential
elections in Mexico.

Mexican presidential elections are scheduled for July 2, 2000.  The political uncertainty
associated with the elections could result in economic instability in Mexico.  It is difficult to predict
the effects of such economic instability, but they may include:

• a decline in the value of securities of Mexican issuers;

• depreciation of the Peso as compared to the Dollar and other currencies; and

• a general decline in economic activity in Mexico, which could adversely affect the
operating  results of our Mexican operations.

The negative effects of economic instability in Mexico could adversely affect our financial
condition, our results of operations and our ability to raise money in the capital markets, thereby
adversely affecting our liquidity.  We cannot predict how long any such economic instability could
last following the elections.
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Cautionary Statement  Regarding Forward-Looking Statements

Some of the information in this annual report may constitute forward-looking statements,
which are subject to various risks and uncertainties.  Such statements can be identified by the use
of forward-looking terminology such as “may”, “will”, “expect”, “anticipate”, “estimate”,
“continue”, “plan” or other similar words. These statements discuss future expectations, contain
projections of results of operations or of financial condition or state other “forward-looking”
information. When considering such forward-looking statements, you should keep in mind the
factors described in “Risk Factors” and other cautionary statements appearing in “Management's
Discussion and Analysis of Financial Condition and Results of Operations” appearing elsewhere in
this annual report. These risk factors and statements describe circumstances that could cause actual
results to differ materially from those contained in any forward-looking statement. 

This annual report also includes statistical data regarding the production, distribution,
marketing and sale of cement, ready-mix concrete and clinker. These data were obtained from
industry publications and reports that we believe to be reliable sources. We have not independently
verified these data nor sought the consent of any organizations to refer to their reports in this annual
report.
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Mexican Peso Exchange Rates

Mexico has had no exchange control system in place since its dual exchange control system
was abolished on November 11, 1991. 

Following the abolition of exchange controls in November 1991, the Mexican Central Bank,
through interventions in the foreign exchange market, had kept the Peso-Dollar exchange rate within
a range prescribed by the Mexican government. However, on December 21, 1994, the Mexican
Central Bank abandoned the official devaluation band, allowing the Peso to float freely in currency
markets. The Peso lost 59% of its value against the Dollar during 1994 and 53% of its value against
the Dollar during 1995. The Peso depreciated against the Dollar by 1.9% in 1996, 2.4% in 1997 and
22.7% in 1998, and appreciated against the Dollar by 3.9% in 1999. These percentages are based on
the exchange rate that we use for accounting purposes, or the CEMEX accounting rate. The CEMEX
accounting rate represents the average of three different exchange rates that are provided to us by
Banco Nacional de México, S.A., or Banamex. For any given date, the CEMEX accounting rate may
differ from the noon buying rate for Pesos in New York City published by the U.S. Federal Reserve
Bank of New York.  We cannot predict the value of the Peso or assure you that the Mexican
government will not establish new exchange controls in the future. 

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 as the noon buying rate for Pesos,
expressed in Pesos per U.S.$1.00. 

CEM EX A ccountin g Rate Noon Buying Rate 

Year ended December 31,

End of

Period Average(1) High Low

End of

Period Average(1) High Low

1995 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.730 6.472 8.043 5.133 7.740 6.442 8.050 5.270

1996 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.880 7.615 7.638 7.423 7.881 7.600 8.045 7.325

1997 . . . . . . . . . . . . . . . . . . . . . . . . . . 8.070 7.969 8.500 7.725 8.070 7.970 8.410 7.720

1998 . . . . . . . . . . . . . . . . . . . . . . . . . . 9.900 9.180 10.653 8.073 9.901 9.245 10.630 8.040

1999 . . . . . . . . . . . . . . . . . . . . . . . . . . 9.510 9.547 10.607 9.263 9.480 9.562 10.600 9.240

1999

December . . . . . . . . . . . . . . . ___ ___ ___ ___ ___ ___ 9.31 9.53 

2000

January  ___ ___ ___ ___ ___ ___ 9.64 9.40 

February ___ ___ ___ ___ ___ ___ 9.60 9.35 

March  ___ ___ ___ ___ ___ ___ 9.36 9.18 

April ___ ___ ___ ___ ___ ___ 9.50 9.29 

May ___ ___ ___ ___ ___ ___ 9.63 9.33 

June  (through June 21, 2000) 9.859 9.781 9.919 9.515 9.815 9.779 9.933 9.490

(1) The average 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. 

The noon buying rate for Pesos on June 21, 2000 was Ps 9.815 to U.S.$1.00. 
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The Mexican government does not currently restrict the ability of Mexicans or others to
convert Pesos to Dollars, or vice versa. Except for a three-month period in 1982, the Mexican
Central Bank consistently has made foreign currency available to Mexican private sector entities,
such as CEMEX, to meet their foreign currency obligations. Nevertheless, if renewed 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. See
“Risk Factors—We are an international company and are exposed to risks in the countries in which
we have significant operations.” 

For a discussion of the financial treatment of our operations conducted in other currencies,
see “Selected Consolidated Financial Information.”



9 

Selected Consolidated Financial Information

The financial data set forth below as of and for each of the five fiscal years ended December
31, 1999 have been derived from our audited consolidated financial statements.  The financial data
set forth below as of December 31, 1998 and 1999 and for each of the three fiscal years ended
December 31, 1999, 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 elsewhere in this annual report. 

Our consolidated financial statements included elsewhere in this annual report have been
prepared in accordance with Mexican GAAP, which differs in significant respects from U.S. GAAP.
We are required, pursuant to Mexican GAAP, to present our financial statements in constant Pesos
representing the same purchasing power for each period presented.  Accordingly, all financial data
presented below and, unless otherwise indicated, elsewhere in this annual report are stated in
constant Pesos as of December 31, 1999.  See Note 23 to our consolidated financial statements
included elsewhere in this annual report for a description of the principal differences between
Mexican GAAP and U.S. GAAP as they relate to us. 

Our consolidated financial statements included elsewhere in this annual report are prepared
in constant Pesos.  Non-Peso amounts included in those statements are first translated into Dollar
amounts, in each case at a commercially available or an official government exchange rate for the
relevant period or date, as applicable, and those Dollar amounts are then translated into Peso
amounts at the CEMEX accounting rate, described under "Mexican Peso Exchange Rates," as of the
relevant period or date, as applicable. 

In 1997, we adopted the provisions of Bulletin B-15 of the Mexican Institute of Public
Accountants. Beginning in 1997, the Pesos previously reported were increased 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.  This index is calculated based upon the inflation rates of the
countries in which we operate and the changes in the exchange rates of each of these countries,
weighted according to the proportion our assets in each country represents of our total assets.  Prior
to 1997, previously reported Pesos were restated using the Mexican inflation rate.  Bulletin B-15
does not require that 1995, as originally reported, be updated using the weighted average inflation
index.  Therefore, the financial data set forth below for 1995 were first updated for inflation using
the Mexican inflation rate to Pesos of constant purchasing power as of December 31, 1996, and
updated for inflation thereafter using the weighted average index.  The following table reflects the
factors that have been used to restate the originally reported Pesos to Pesos of constant purchasing
power as of December 31, 1999:
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Mexican Inflation
Factor to 1996

Cumulative Weighted
Average Index to

December 31, 1999

Total Inflation
Factor to

December 31, 1999

1995 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.2770 1.3417 1.7134

1996 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n.a. 1.3417 1.3417

1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n.a. 1.2595 1.2595

1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n.a. 1.0011 1.0011

The Dollar amounts provided below and, unless otherwise indicated, elsewhere in this annual
report are translations of constant Peso amounts at an exchange rate of Ps 9.51 to U.S.$1.00, the
CEMEX accounting rate as of December 31, 1999.  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 translations 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 the
rate indicated.  The noon buying rate for Pesos on December 31, 1999 was Ps9.480 to U.S.$1.00 and
on June 21, 2000 was Ps 9.815 to U.S.$1.00. From December 31, 1999 through June 21, 2000, the
Peso depreciated by approximately 3.5% against the Dollar, based on the noon buying rate for Pesos.
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CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Selected Consolidated Financial Information

As of and for the year ended December 31,

1995 1996 1997 1998 1999 1999 
(in millions of constant Pesos as of December 31, 1999 and Dollars,

except share and per share amounts)

Income Statement Information:

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps. 33,961 Ps. 35,579 Ps. 38,506 Ps. 42,767 Ps. 45,914   U.S.$4,828

Cost of sales(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,712 21,574 23,596 24,728 25,581 2,690

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,249 14,005 14,910 18,039 20,333 2,138

Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 5,141 5,524 5,811 6,367 6,672 702

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,108 8,481 9,099 11,673 13,661 1,436

Comprehensive financing income (cost), net(2) . . . . 7,506 5,594 1,613 (1,310) (275) (29)

Other income (expense), net . . . . . . . . . . . . . . . . . . . (2,144) (1,803) (1,398) (1,508) (2,823) (297)

Income before income tax, business assets tax,
employees' statutory profit sharing and equity in
income of affiliates . . . . . . . . . . . . . . . . . . . . . . . 13,470 12,272 9,314 8,855 10,563 1,111

Minority interest(3)(4) . . . . . . . . . . . . . . . . . . . . . . . 1,442 1,257 1,084 391 536 56

Majority net income . . . . . . . . . . . . . . . . . . . . . . . . . 10,056 10,330 7,733 7,961 9,249 973

Earnings per share(5)(6)(7) . . . . . . . . . . . . . . . . . . . . 2.61 2.65 2.01 2.10 2.45 0.26

Dividends per share(5)(8) . . . . . . . . . . . . . . . . . . . . . 0.29 -     (9)   0.39(10)   0.44(11) .50(12) 0.05

Number of shares outstanding(5)(6) . . . . . . . . . . . . . 3,858 3,909 3,804 3,774 4,098 4,098

Balance Sheet Information:

Cash and temporary investments . . . . . . . . . . . . . . . 4,697 4,321 3,866 4,032 3,104 326

Net working capital investment(13) . . . . . . . . . . . . . 7,506 6,459 5,977 6,327 6,644 699

Property, machinery and equipment, net . . . . . . . . . 65,407 60,713 61,043 60,872 65,825 6,922

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110,859 105,113 103,993 103,665 112,829 11,864

Short-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,528 8,618 6,682 10,960 9,796 1,030

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,179 41,803 40,258 31,083 31,768 3,340

Minority interest(3)(4) . . . . . . . . . . . . . . . . . . . . . . . 11,772 10,574 12,005 12,398 11,912 1,253

Stockholders' equity (excluding minority 
interest)(14) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,121 35,278 35,727 38,527 49,282 5,182

Book value per share(5)(6) . . . . . . . . . . . . . . . . . . . . 9.88 9.02 9.39 10.21 12.03 1.26

Other Financial Information:

Operating margin . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.9% 23.8% 23.6% 27.3% 29.8% 29.8%

EBITDA(15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,798 11,496 12,129 14,713 17,037 1,791

Ratio of EBITDA to interest expense and capital
securities dividends(16) . . . . . . . . . . . . . . . . . . . . 1.25 1.63 2.34 2.96 3.50 3.50

Investment in property, machinery and equipment, net
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,776 2,398 3,402 3,231 2,528 266

Depreciation and amortization . . . . . . . . . . . . . . . . . 4,180 3,747 4,252 3,894 4,123 434

Net resources provided by operating activities(17) . . 18,801 16,154 12,867 12,065 14,661 1,542

(footnotes on next page)
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               As of and for the year ended December 31,

1997 1998 1999 1999
(in millions of constant Pesos as of December 31, 1999 and Dollars,

except share and per share amounts)
U.S. GAAP(18):
Income Statement Information:
Majority net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps.40,236 Ps.47,353 Ps.45,303 U.S.$4,764
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,031 10,608 10,044 1,056
Majority net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,087 5,620 5,362 564
Basic earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.84 1.49 1.42 0.15
Diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.75 1.48 1.41 0.15
Balance Sheet Information:
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,134 120,432 12,664
Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,867 33,812 3,555
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,793 13,356 1,404
Total majority stockholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,735 35,301 3,712

______________

(1) Cost of sales includes depreciation. 

(2) Net comprehensive financing income (cost), net includes financial expense s, financial income, gain (loss) on marketable securities, foreign
exchange result, net and monetary position result. See “Management's Disc ussion and Analysis of Financial Condition and Results of
Operations.”

(3) In July 1995, Sunward, our indirect wholly-owned subsidiary, entered into an equity swap transaction with a financial institution pursuant to
which Sunward transferred a portion of its holdings of the capital stock of Valenciana to a special purpose entity in exchange for Ptas40 billion.
This equity swap transaction was initially refinanced for U.S.$320 million in August 1997.  As of December 31, 1998, the transaction was
partially completed for a notional amount of U.S.$422.5 million.  The transaction was finalized during the first quarter of 1999 for a notional
amount of U.S.$500 million (Ps4.8 billion).  Sunward has an option to reacquire the shares of Valenciana that are subject  to this transaction
in June 2001, for an aggregate  price of U.S.$500 million.  Prior to the initial refinancing in August 1997, this transaction was accounted for
as a minority interest in our income statement.  In our income statements for all the periods presented above, we have included the cost of
retaining this option in financial expenses.  For purposes of the balance sheets presented above, however, all Valenciana shares subject to this
equity swap transaction are treated as having been owned by an unaffiliated third party.  As of December 31, 1999, the number of shares subject
to this transaction represented 24.8% of the outstanding capital stock of Valenciana.  We retain all economic and voting rights over these shares.

(4) In December 1999, we entered into forward contracts with a number of banks.  Under the forward contracts, the banks purchased from us
21,000,000 ADSs and 33,751,566 shares (or 12.2%) of the common stock of Valenciana for an aggregate purchase price of approximately
U.S.$905.7 million, or the notional amount.  Absent a default under the forward  contracts, the banks are required to deliver to us a number of
Valenciana shares equal to that sold to them on December 13, 2002, against payment of the forward purchase price.  The forward purchase price
payable at any time under the forward contracts is the notional amount accreted at a fixed annual rate of interest.  The forward contracts provide
for early delivery of ADSs and Valenciana shares to us in some circumstances.  Upon closing  of the transaction, we made to the banks an
advance payment of approximately U.S.$439.9 million of the forward purchase price, and we are required to make periodic payments to the
banks during the life of the forward contracts and upon the occurrence of specified events.  For accounting purposes under Mexican GAAP,
the sale of the Valenciana shares to the banks and the immediate prepayment of the portion of the forward purchase price relating to those shares
is not considered to be a sale.  As a result, absent a default under the forward contrac ts, the transaction does not and will not have any effect
on minority interests, in either our income statements or our balance sheets.  We retain all voting and economic  rights with respect to the
Valenciana shares purchased by the banks.  Although our obligations under the forward contracts are not treated as debt on our balance sheet
under Mexican GAAP, we include the net cost of the forward contracts in financial expenses. 

(5) On September 15, 1999, we effected a stock split. For every one of our shares of any series we issued two series A shares and one series B share.
All share and per share amounts have been adjusted to give retroactive effect to this stock split. Concurrently with the stock split, we also
consummated an exchange offer to exchange new ADSs and new CPOs for our then existing A shares, B shares and ADSs and converted our
then existing CPOs into CPOs.  As a result, as of December 31, 1999, approximately 88.3% of our outstanding share capital was represented
by CPOs.

(6) The number of shares outstanding represents 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. 

(7) For purposes of this table, 1995 earnings per share are determined by dividing majority interest net income by the number of shares outstanding
at period-end, including shares subject to equity derivative financing transact ions. For 1996 through 1999, earnings per share are calculated
based upon the weighted average number of shares outstanding during the year, as described in Note 19 to the audited financial statements
included elsewhere in this annual report. 
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(8) Dividends declared at each year's annual meeting are reflected as dividends of the preceding year. 

(9) We did not declare or pay dividends in respect of 1996; rather, management recommended and stockholders approved a share repurchase
program. As a result of that share repurchase program, as of December 31, 1997, 72 million shares were acquired for an amount of
approximately Ps1.2 billion. 

(10) At our 1997 annual shareholders' meeting, which took place on April 23, 1998, our board of directors recommended and the stockholders
approved a dividend of Ps0.39 per share; instead of receiving that dividend in cash, stockholders were entitled to elect to receive additional
shares, with the number of additional shares issued per share instead of the cash dividend based upon a price of Ps12.72 per additional share.
As a result of that dividend, 98,634,951 additional shares were issued and an aggregate of Ps338 million was paid in ca sh.

(11) At our 1998 annual shareholders' meeting, which took place on April 29, 1999, our board of directors recommended and the stockholders
approved a dividend of Ps0.44 per share; instead of receiving that dividend in cash, stockholders were entitled to elect to receive additional
shares, with the number of additional shares issued per share instead of the cash dividend based upon a price of Ps11.45 per additional share.
As a result of that dividend, 142,137,348  additional shares were issued and an aggregate of Ps259 million was paid in ca sh.

(12) At our 1999 annual shareholders' meeting, which took place on April 27, 2000, our board of directors recommended and the shareholders
approved a dividend of Ps1.5 per CPO; instead of receiving that dividend in cash, stockholders were entitled to elect to receive a stock dividend
per CPO of Ps1.5 worth of additional CPOs at a price of Ps32.20 per additional CPO.  As a result of that dividend, approximately
59 million additional CPOs were issued and an aggregate of U.S.$34 million was paid in cash.  

(13) Net working capital investment equals trade receivables plus inventories less trade payables. 

(14) As mentioned in note (4) above, in December 1999, we entered into forward contracts with a number of banks covering 21,000,000 ADSs.
These ADSs are considered to have been sold to the banks, and, therefore, future changes in the  fair value of the ADSs wil l not be recorded
until settlement.  When we repurchase the ADSs upon settlement, the costs of the forward contracts relating to our ADSs will be recorded as
a decrease in stockholders' equity.

(15) EBITDA equals operating income before amortization expense and depreciati on. Amortization of goodwill is not included in operating income,
but instead is recorded in other income (expense). We present EBITDA because it is used by some investors to measure a company's ability
to service debt and is included herein as a convenience only and may not be comparable to similarly titled measures reported by other
companies. EBITDA is not a measure of financial performance under generally accepted ac counting principles and should not be considered
an alternative to net income as a measure of operating performance or to cash flows from operations as a measure of liquidity. 

(16) Capital securities dividends consists of accrued dividends on U.S.$250 million aggregate liquidation amount of 9.66% Putable Capital Securities
issued by one of our subsidiaries in May 1998.

(17) Net resources provided by operating activities equals majority interest net income plus items not affecting cash flow plus investment in working
capital excluding effects from acquisitions. In accordance with Mexican GAAP, operating activities include gain and loss from trading in
marketable securities, including realized gain or loss from trading in our capital stock. 

(18) We have restated the information at and for the year ended December 31, 1997 in U.S. GAAP using the inflation fact or derived from the national
consumer price index, or NCPI, in Mexico. See Note 23 to our consolidated financial statements included elsewhere i n this annual report for
a description of the principal differences between Mexican GAAP and U.S. GAAP as they relate to CEMEX. 
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Item 4 - Information on the Company

Business

Unless the context otherwise requires, references in ths annual report to our sales and assets
including percentages, for a country or region are calculated before eliminations resulting from
consolidation, and thus include intercompany balances between countries and regions.  These
intercompany balances are eliminated when calculated on a consolidated basis.  References in this
annual report to “U.S.$” and “Dollars” are to U.S. Dollars, and, unless otherwise indicated,
references to “Ps” and “Pesos” are to constant Mexican Pesos as of December 31, 1999.

Our corporate and commercial name is CEMEX, S.A. de C.V. ("CEMEX").  We are a stock
corporation with variable capital, or sociedad anónima de capital variable, organized under the laws
of the United Mexican States ("Mexico") with our principal executive offices in Ave. Constitución
444 Pte., Monterrey, Mexico 64000.  Our main phone number is (011-528) 328-3000. CEMEX's
agent for service, exclusively for actions brought by the Securities and Exchange Commission
pursuant to the requirements of Regulation C under the Securities Act of 1933, is CEMEX USA, Inc.
located at One Riverway, Suite 2200, Houston, Texas 77056.

Founded in 1906, CEMEX is the third largest cement company in the world, based on installed
capacity as of December 31, 1999 of approximately 65.4 million tons, and is the world’s largest
trader of cement and clinker, having traded over 13 million tons of cement and clinker in 1999.  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.  We are a global cement
manufacturer, with operations in North, Central and South America, Europe, the Caribbean, Asia
and Africa. As of December 31, 1999, we had worldwide assets of Ps112.8 billion (U.S.$11.8
billion).  On June 21, 2000, CEMEX had an equity market capitalization of approximately Ps57.1
billion (U.S.$5.8 billion). 

We believe that we are one of the most efficient cement producers in the world.  We believe we
have achieved this competitive advantage through our significant utilization of technology
throughout our entire organization, our superior operating practices, our turnaround expertise in
newly acquired operations and our size as one of the largest cement companies in the world. 

As of December 31, 1999, our main cement production facilities were located in Mexico, Spain,
Venezuela, Colombia, the United States, Egypt, the Philippines, Indonesia, Panama, the Dominican
Republic and Costa Rica.  As of December 31, 1999, our assets, cement plants and installed capacity
were as set forth below.  Installed 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. It also includes our proportional interest in the
installed capacity of companies in which we hold a minority interest. 
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As of December 31, 1999

Assets

(in billions 

of constant

Pesos)

Number

of

Cement

Plants

Installed

Capacity

(millions 

of tons

per annum)

North America

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps  46.7 15 27.2

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8 1 1.2

Europe, Asia and Africa

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.2 8 10.4

Asia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.0 3 10.8

Egypt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.0 1 4.0

South America, Central America and the Caribbean

Venez uela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.6 3 4.3

Colom bia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.2 5 4.8

Central America and the Caribbean . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.6 3 2.7

Cement and Clinker Trading Assets and Other Operations . . . . . . . . . . . . 27.9 — — 

In the above table, “Asia” includes our Asian subsidiaries, and, for purposes of the columns
labeled “Assets” and “Installed Capacity,” our 25.5% interest as of December 31, 1999, in Gresik,
an Indonesian cement producer.  In addition to the three cement plants owned by our Asian
subsidiaries, Gresik operated four cement plants with an installed capacity of 20.3 million tons, as
of December 31, 1999.  In the above table, “Central America and the Caribbean” includes our
subsidiaries in Panama, the Dominican Republic, Costa Rica and other assets in the Caribbean
region.  In the above table, “Cement and Clinker Trading Assets and Other Operations” includes in
the column labeled “Assets” our 11.9% interest in Cementos Bio Bio, a Chilean cement producer
having three cement plants with an installed capacity of approximately 2.2 million tons at December
31, 1999. 

In the 1990s, we embarked on a major geographic expansion 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 the world.  The following have been our most significant acquisitions over the last five
years:

• In 1995, we acquired a controlling interest in Cementos Nacionales, the Dominican
Republic's largest cement producer, and in 1997, we acquired substantially all the
minority interests in Cementos Nacionales.

• In 1996, we acquired controlling interests in Cementos Diamante and Samper, which
combined are Colombia's second largest cement producer.  In 1998, we increased our
equity interest in Cementos Diamante to approximately 78% and integrated the
operations of both companies.  During 1999, we further increased our equity interest
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in Cementos Diamante to approximately 99.3% of its ordinary shares and 92.3% of
its total shares.

• In 1997, we acquired a 30% interest in Rizal, a Philippine cement producer, and in
1998, we increased our economic interest in Rizal to 70%.  In September 1999, we
contributed our interest in Rizal to CEMEX Asia Holdings, a new subsidiary created
to co-invest, with institutional investors, in Asian cement operations.  At December
31, 1999, we had a 86.2% interest in CEMEX Asia Holdings, and thus our economic
interest in Rizal had been reduced to approximately 60%.  Subsequent to December
31, 1999, we had a 77.4% interest in CEMEX Asia Holdings, and thus our economic
interest in Rizal had been reduced to approximately 54%.

• In 1998, we acquired a 16.3% interest in Gresik, Indonesia's largest cement producer.
In the first quarter of 1999, we increased our interest in Gresik to approximately
22.3%.  In the third quarter of 1999, we further increased our interest in Gresik to
approximately 25.5%.

• In February 1999, we acquired a 99.9% economic interest in APO, a Philippine
cement producer.  In September 1999, we contributed our interest in APO to
CEMEX Asia Holdings.  As a result of the sales of minority interests in CEMEX
Asia Holdings to institutional investors, at December 31, 1999, our economic interest
in APO had been reduced to approximately 86.2%.  Subsequently, as a result of sales
of minority interests in CEMEX Asia Holdings to institutional investors, our
economic interest in APO had been reduced to approximately 77%.

• In April 1999, we acquired a 15.8% interest in Cementos del Pacífico, one of two
cement companies in Costa Rica.  In September 1999, we increased our interest in
Cementos del Pacífico to 95.3%.

• In June 1999, we acquired an 11.9% interest in Cementos Bio Bio, Chile's largest
cement producer.

• In November 1999, we acquired a 77% interest in Assiut Cement Company, Egypt's
largest cement producer. Subsequently, we increased our interest in Assiut to 90%.
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For the year ended December 31, 1999, our net sales, before eliminations resulting from
consolidation, were divided among the countries in which we operated as follows: 

Our Production Process 

Cement is a binding agent, which, when mixed with sand, stone or other aggregates and
water, produces either ready-mix concrete or mortar.  Mortar is the mixture of cement with finely
ground limestone used in some construction applications.  Ready-mix concrete is the mixture of
cement, aggregates such as sand and gravel and water.

We manufacture cement by a closely controlled chemical process which begins with the
mining and crushing of limestone and clay, and, in some instances, other raw materials.  The clay
is then pre-homogenized, a process which consists of combining different types of clay in different
proportions in a large storage area.  The clay is usually dried by the application of heat in order to
remove the humidity acquired in the quarry.  The crushed raw materials are fed in pre-established
proportions, which vary depending on the type of cement to be produced, into a grinding process,
which mixes the various materials more thoroughly and reduces them further in size in preparation
for the kiln.  In the kiln, the raw materials are calcined, or, processed at a very high temperature, to
produce clinker.  Clinker is the intermediate product used in the manufacture of cement obtained
from the mixture of limestone and clay with iron oxide.

There are two primary processes used to manufacture cement, the more fuel-efficient dry
process and the wet process.  As of December 31, 1999, 33 of our 39 majority-owned operating
production plants used the dry process, four use the wet process and two used both the wet and dry
processes.  Three of the six production plants that used the wet process are located in Venezuela,
where fuel costs are substantially lower than in the other countries in which we operate.  The
remaining majority owned three production plants that use the wet process are located in Colombia
and the Philippines.  In the wet process, the raw materials are mixed with water to form slurry which
is fed into the kiln. Fuel costs are greater in the wet process than in the dry process because the water
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that is added to the raw materials to form slurry must be evaporated during the clinker manufacturing
process. In the more fuel-efficient dry process, the addition of water and the formation of slurry are
eliminated, and clinker is formed by calcining the dry raw materials.  In the most modern application
of this technology, the raw materials are first blended in a homogenizing silo and processed through
a pre-heater tower that utilizes exhaust heat generated by the kiln to precalcine the raw materials
before they are calcined to produce clinker.

Finally, clinker and gypsum are fed in pre-established proportions into a cement grinding mill
where they are ground into an extremely fine powder to produce finished cement. 

User Base 

In most of the markets in which we compete, cement is the primary building material in the
industrial and residential construction sectors.  The lack 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, among others, wholesalers, ready-mix concrete producers,
industrial customers and contractors in bulk. 

North America 

As of and for the year ended December 31, 1999, North America, which is comprised of our
operations in Mexico and the United States, represented approximately 55% of our net sales, 43%
of our total installed capacity and 38% of our total assets. 

Our Mexican Operations 

Overview 

Our Mexican operations represented approximately 44% of our net sales in 1999. 

Since the early 1970s, we have pursued a growth strategy designed to strengthen our core
operations and to expand our activities beyond our traditional market in northeastern Mexico.  This
strategy has transformed our Mexican operations from a regional participant into the leading
Mexican cement manufacturer.  The process was largely completed with our acquisition of
Cementos Tolteca, S.A. de C.V. in 1989, which increased our installed capacity for cement
production by 6.5 million tons.  Since the Cementos Tolteca acquisition, we have added 5.5 million
tons of installed capacity in Mexico through acquisitions, expansion, modernization and new plant
construction.  Our largest new construction project in Mexico in the 1990s was the Tepeaca plant,
which began operations in 1995 and had an installed capacity as of December 31, 1999 of 3.2 million
tons.  We do not presently foresee any significant capacity expansion in our Mexican operations in
2000.
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The Mexican Cement Industry 

Cement in Mexico is sold principally through distributors with the remaining balance sold
through ready-mix concrete producers, manufacturers of contract products and construction
contractors.  Cement sold through distributors is mixed with aggregates and water by the end user
at the construction site to form concrete.  Ready-mix concrete producers mix the ingredients of
concrete in plants and deliver it to local construction sites in mixer trucks, which pour the concrete.
Unlike more developed economies, where purchases of cement are concentrated in the commercial
and industrial sectors, retail sales of cement through distributors typically account for around 75%
of Mexico’s private sector demand.  Individuals who purchase bags of cement for their own housing
and other basic construction are a significant component of the retail sector.  We estimate that as
much as 50% of house building in Mexico is performed by individuals who undertake their own
construction.  We believe that this large retail sales base is a factor that contributes significantly to
the overall performance of the Mexican cement market. 

Prices.   Cement prices, unlike most commodity prices, vary from region to region in
Mexico.  Regional differences in price are influenced by such factors as supply and demand,
economic trends, flexibility in sourcing of raw materials and energy costs within the region. 

The cost of cement constitutes a relatively small percentage of total construction costs, and
there are few available substitutes.  Because of this, demand for cement is usually more dependent
on the level of construction in a particular geographic area than on its price.  Our average price of
cement in constant Peso terms in Mexico decreased 8.7% in 1997, increased 13.7% in 1998 and
increased 2.9% in 1999.  Our average price of ready-mix concrete in constant Peso terms in Mexico
decreased 3.0% in 1997, increased 7.6% in 1998 and increased 4.4% in 1999. 

Competition.   As recently as the early 1970s, the Mexican cement industry was regionally
fragmented.  However, over the last 25 years the Mexican cement industry has consolidated into a
national market, thus becoming increasingly competitive.  Today, the major cement producers in
Mexico are CEMEX, Apasco, S.A. de C.V., an affiliate of Holderbank Financiere Glaris Limited,
Sociedad Cooperativa Cruz Azul, a Mexican operator, and Cementos Moctezuma, a subsidiary of
Lafarge. 

Potential entrants into the Mexican cement market face various impediments to entry
including: 

C extensive capital investment requirements; 

C the length of time required for construction of new plants (approximately two years);
and 

C the lack of port infrastructure and the high inland transportation costs resulting from
the low value-to-weight ratio of cement. 
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The latter is particularly significant in Mexico because of the distance from ports to major
consumption centers and the presence of significant natural barriers, such as mountain ranges, which
border Mexico’s east and west coasts.  New entrants would also face the significant time-consuming
and expensive process of establishing a retail distribution network and developing the brand
identification necessary to succeed in the retail market, which represents the bulk of the domestic
market.

Our Mexican Operating Network 

We have used our investments to diversify geographically within Mexico.  Currently, we
operate 15 plants and 77 distribution centers 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 Asian, Caribbean, Central and South American and U.S. markets. 

We believe that geographic diversification is important because: 

C it decreases the effect of regional cyclicality on total demand for our Mexican
operations’ products; 

C it places our Mexican operations in physical proximity to customers in each major
region of Mexico, allowing more cost-effective distribution; and 

C it allows us to optimize production processes by shifting output to those facilities
better suited to service the areas with the highest demand and prices. 

Products and Distribution Channels 

Our domestic cement sales represented approximately 79% in 1997, 81% in 1998 and 84%
in 1999 of our total Mexican sales revenues.  Gray cement is sold in standard types I, II and V,
primarily for the export market, and in the form of Puzolanic, an extra-hard, lower-cost type of gray
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cement.  There is limited demand for specialty cement products in Mexico such as white cement,
which is used primarily for decorative purposes.  White cement accounted for approximately 1.6%
of our Mexican operations’ domestic cement volume in 1999. 

Cement.   As a result of the retail nature of the Mexican market, our Mexican operations are
not dependent on a limited number of large customers.  In 1999, our Mexican operations sold
approximately 73% of their cement sales volume through more than 5,500 distributors throughout
the country, most of whom work on a regional basis.  The five most important distributors in the
aggregate accounted for approximately 2.6% of our Mexican operations’ total sales by volume for
1999. 

We own the registered trademarks for our major brands in Mexico, such as “Cemento
Monterrey”, “Cemento Tolteca” and “Cemento Anáhuac.” We believe that these brand names are
important in Mexico since cement is principally sold in bags to retail customers who may develop
brand loyalty based on differences in quality and service.  The retail nature of the Mexican cement
market enables us to foster brand loyalty, which distinguishes us from other worldwide producers
selling primarily in bulk in a commodity market.  Our domestic sales grew 12% in 1997, 7% in 1998
and 5% in 1999. 

Ready-Mix Concrete.  As of December 31, 1999, we owned a ready-mix concrete distribution
network of 216 ready-mix facilities in 81 cities in Mexico and owned 1,140 trucks for the delivery
of ready-mix concrete.  In addition, we provide a variety of concrete delivery and pumping services
in Mexico. 

Ready-mix concrete sales volumes by our Mexican operations grew 33% in 1997, 27% in
1998 and 4% in 1999.  Although traditionally ready-mix concrete has not been an important product
in Mexico because of the availability of low-cost labor and the relatively small size of private sector
construction projects, as of December 31, 1999, ready-mix concrete sales represented 10.7% of our
Mexican operations’ total cement sales volumes. 

Demand for ready-mix concrete in Mexico depends on various factors over which we have
no control.  These include the overall rate of growth of the Mexican economy and plans of the
Mexican government regarding major infrastructure and housing projects.  Ready-mix concrete has
been an increasingly important distribution channel in industrialized countries because of the time
and labor savings derived from mechanization and because most of the construction activity in those
countries relates to larger scale infrastructure projects which require greater quality control. 

The shift to ready-mix concrete production involves relatively low incremental capital costs,
principally because extensive investments in cement production facilities are not required.  Rather,
it requires modifications in distribution and selling channels, and relatively less significant
investments in transportation, mixing and loading equipment.  Pricing of ready-mix concrete takes
into account the full wholesale price of the cement and other materials used in the production of
ready-mix concrete, which are less expensive than cement. 
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Exports.   Our Mexican operations export a portion of their cement production.  Exports of
cement and clinker by our Mexican operations decreased 25% in 1997, decreased 45% in 1998 and
increased 7% in 1999.  In 1999, 47% of our exports from Mexico were to the United States, 30% to
the Caribbean, and 23% to Central and South America. 

Our Mexican operations’ cement and clinker exports to the United States are marketed
through wholly-owned subsidiaries of CEMEX USA.  All transactions between CEMEX and the
subsidiaries of CEMEX USA which act as our U.S. importers are conducted on an arm’s-length
basis.  Imports of cement and clinker into the United States from Mexico are subject to anti-dumping
duties. See “– Regulatory Matters and Legal Proceedings– U.S. Anti-Dumping Rulings–Mexico.”

Production Costs 

Our Mexican operations’ cement plants primarily use residual fuel oil, but several are
designed to switch to natural gas with minimum downtime.  Residual fuel oil and natural gas are
supplied by Pemex, the Mexican state-owned oil and gas company.  In March 1998, we entered into
a 20-year contract with Pemex providing for Pemex to supply us with 900 thousand tons of petcoke
per year, commencing in 2001.  Petcoke is petroleum coke, a solid or fixed carbon substance that
remains after the distribution of hydrocarbons in petroleum and that may be used as fuel in the
production of cement.  We expect the Pemex petcoke contract to reduce the volatility of our fuel
costs and provide us with a consistent source of petcoke.  Since 1992, our Mexican operations have
begun to use alternate fuels, reducing the consumption of residual fuel oil and natural gas to 79%
of total fuel consumption for 1999. 

In 1999, CEMEX, through a subsidiary, reached an agreement with ABB Alstom Power and
Sithe Energies, Inc., requiring that Alstom and Sithe finance, build and operate Termoeléctrica del
Golfo, a 230 megawatt energy plant in Tamuin, Mexico and supply electricity to CEMEX for a
period of 20 years.  In return, CEMEX will supply Alstom with 650 thousand tons of petcoke per
year over the same period and will buy all the electricity produced by the plant.  We expect this
project to reduce the volatility of our energy costs and to provide approximately 60% of the
electricity needs of 12 of our cement plants in Mexico.  We estimate the plant will begin operations
by the end of 2002. 

We have from time to time purchased hedges from third parties to reduce the effect of
volatility in energy prices in Mexico.  See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources.” 

Description of Properties, Plants and Equipment 

As of December 31, 1999, we operated 15 cement plants located throughout Mexico, with
a total installed capacity of 27.2 million tons per year.  Our Mexican operations’ most significant
gray cement plants are the Huichapan, Tepeaca and Barrientos plants, which serve the central region
of Mexico, the Monterrey, Valles and Torreón plants, which serve the northern region of Mexico,
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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 sites in Mexico.  We estimate
that these limestone and clay reserves have an average life of more than 60 years, assuming 1999
levels of production.  As of December 31, 1999, all our production plants in Mexico utilized the dry
process.  As a result of our rationalization of our Mexican operations, we recorded an impairment
charge on several of our operating plants in Mexico during 1999.  See Note 8 to our consolidated
financial statements included elsewhere in this annual report for a description of this impairment
charge. 

As of December 31, 1999, we had a network of 72 land distribution centers in Mexico, which
are supplied through a fleet of CEMEX-owned trucks and rail cars, as well as leased trucks and rail
facilities and five marine terminals.  In addition, we had 216 ready-mix concrete plants throughout
81 cities in Mexico and 1,140 ready-mix concrete delivery trucks. 

Capital Investments 

Our Mexican operations’ capital expenditures were approximately U.S.$75 million in 1997,
U.S.$57 million in 1998 and U.S.$90 million in 1999. We currently expect to make capital
expenditures in our Mexican operations of approximately U.S.$87 million during 2000.

Our U.S. Operations 

Overview 

Our U.S. operations represented approximately 11% of our net sales in 1999.  Our U.S.
operations are organized under Sunbelt Investments, a holding company whose sole asset is 100%
of the capital stock of CEMEX USA. 

We believe that the U.S. market offers attractive, long-term opportunities.  We operate in
Texas, Arizona and California.  We lease and operate an efficient low-cost cement plant in New
Braunfels, Texas, referred to as the Balcones plant, which as of December 31, 1999 had an installed
capacity of 910 thousand tons per year. 

We have established operations in Texas, California and Arizona.  Our operations in these
states are primarily engaged in the production of cement, ready-mix concrete, asphalt, aggregates
and other construction-related materials. 

Our cement terminals in California, Arizona and Texas have allowed us to maintain a
significant presence in those states.  In these states, we acquire cement and supplies from our
Mexican operations, our Spanish operations, our Asian operations, local firms and regional
distributors.  In Texas, where we operate the Balcones plant and are one of the region’s primary
ready-mix concrete operators, we produce and purchase cement from some of our other subsidiaries.
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The Cement Industry in the United States 

Prices.   Within each region, there are variations in prices which arise due to fluctuations in
supply and demand.  Prices are also subject to variation due to fluctuations in the regional and
national economies. 

In the regions where CEMEX USA operates, our average cement prices increased 4.7% in
1997, 8.9% in 1998 and 3.2% in 1999.  In addition, our average ready-mix concrete prices increased
1.1% in 1997, 5.1% in 1998 and 6.2% in 1999, while our average aggregates prices decreased 1.3%
in 1997, decreased 0.4% in 1998 and increased 11.6% in 1999. 

Competition.   As a result of the lack of product differentiation and the commodity nature of
cement, the cement industry in the United States is highly competitive.  We compete with national
and regional cement producers in Texas, Arizona and California. CEMEX USA’s principal
competitors in Texas are Alamo Cement Co., Capitol Aggregates Inc., Holnam, Inc., North Texas
Cement Co, Texas Industries, Inc. and Texas-Lehigh Cement Co.  In Arizona, CEMEX USA’s
principal competitors are Arizona Portland Cement, Phoenix Cement Co. and Southdown Inc., and
in California they are California Portland Cement, Calaveras Cement Co., Kaiser Cement Corp.,
Mitsubishi Cement Co., National Cement Co., RCM Lonestar, Southdown Inc. and TXI-Riverside
Cement Co. 

The U.S. ready-mix industry is highly fragmented, and few producers have annual sales in
excess of U.S.$3 million or have a fleet of more than 20 mixers.  Given that the concrete industry
has historically consumed approximately 70% of all cement produced annually, many cement
companies choose to be vertically integrated. 

Aggregates are widely used throughout the United States for all types of construction,
because they are the most basic materials for building activity.  The U.S. aggregates industry is
highly fragmented and geographically dispersed. According to the U.S. Geological Survey, in 1999,
approximately 3,800 companies operated approximately 5,845 quarries. 
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Our United States Operating Network

California.   We are one of the largest cement distributors in California, based on 1999 sales
volumes, according to the Portland Cement Association.  We currently operate four cement
distribution centers, located in Richmond, Long Beach, San Diego and El Centro.  We are also an
important producer of ready-mix concrete and aggregates in Southern California.

Arizona.   In Arizona, we are an important producer and supplier of ready-mix concrete and
aggregates, particularly in the Phoenix, Tucson and Flagstaff areas.  We are also one of the main
bulk cement distributors in Arizona, operating out of terminals in Phoenix and Tucson. 

Texas.   In Texas, we operate the Balcones plant, a modern facility close to San Antonio.  We
also operate marine terminals and naval ports in Houston and Corpus Christi, and rail distribution
terminals in Houston, Dallas/Fort Worth and Tyler.  We are the largest importer of cement in Texas,
according to the Port Import Export Reporting Service. 

We are one of the largest producers and suppliers of ready-mix concrete in the Houston area,
based on 1999 volume poured, according to the Portland Cement Association estimates.  Ready-mix
concrete is produced in ten plants strategically located throughout the Houston metropolitan area.

In addition, we produce concrete blocks and pre-packed products for the construction
industry and supply a wide range of products related to construction in Houston, Austin and San
Antonio.  We also produce and supply ready-mix concrete, sand, gravel and asphalt in the
Austin/Temple area.  We own a limestone quarry near San Antonio with large-scale capacity and



26 

distribute sand and gravel by rail from this point to customers throughout the state.  We also sell
sand, gravel and asphalt out of three strategic locations in Houston. 

Distribution 

Cement is usually transported from the distribution center to the consumer by truck.  Because
of the high cost of truck transportation, however, bulk shipments from the plant to the distribution
center are made typically by rail or by sea.  CEMEX USA delivers a substantial portion of cement
by rail.  Occasionally, these rail shipments go directly to the customer.  Otherwise, the shipments
go to distribution centers where the customer picks up the product by truck or CEMEX USA delivers
the product by truck to the customer.  Ready-mix concrete is normally transported in cement mixer
trucks.  As of December 31, 1999, CEMEX USA operated over 530 mixer trucks for the delivery
of ready-mix concrete. 

Production Costs 

The largest cost components of the Balcones plant are electricity and fuel, which accounted
for approximately 34.7% of its total production costs in 1999.  We have improved the efficiency of
its electricity usage, concentrating its manufacturing activities in off-peak hours and negotiating
lower rates with electricity suppliers. 

Description of Properties, Plant and Equipment 

The Balcones plant utilizes the dry process and has an installed capacity of 910 thousand tons
per year.  In addition, through minority holdings, we have proportional interests in an additional 245
thousand tons of installed capacity for the production of cement.  As of December 31, 1999, CEMEX
USA operated a concrete distribution network of 48 ready-mix concrete plants, 13 cement terminals,
five of which are marine terminals, and 19 aggregate locations throughout its markets in Texas,
Arizona and California. 

Capital Investments 

Our U.S. operations’ capital expenditures were approximately U.S.$11 million in 1997,
U.S.$15 million in 1998 and U.S.$16 million in 1999.  We currently expect to make capital
expenditures in our U.S. operations of approximately U.S.$22 million during 2000. 

Europe, Asia and Africa 

As of and for the year ended December 31, 1999, Europe, Asia and Africa, which is
comprised of our majority owned operations in Spain, the Philippines and Egypt, as well as our
minority interest in the Indonesian cement company Gresik, represented approximately 17% of our
net sales, 39% of our total installed capacity and 25% of our total assets.  As of December 31, 1999,
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our minority interest in Gresik was accounted for under the equity method.  As a result, Gresik’s
result of operations are not included in our consolidated sales and income. 

Our Spanish Operations 

Overview 

Our Spanish operations represented approximately 15% of our net sales in 1999.  We conduct
our Spanish operations through our subsidiary Valenciana.  As of December 31, 1999, we owned
74.5% of the capital stock of Valenciana (including the 12.2% interest subject to the forward
contracts) and held economic and voting rights to an additional 24.8% of Valenciana’s capital stock.

In addition to being the holding company for our international operations, Valenciana is the
principal operating company for our Spanish operations.  Our cement activities are conducted by
Valenciana and Cementos Especiales and our ready-mix concrete activities are conducted by
Hormicemex, S.A. 

The Spanish Cement Industry 

During 1997, the Spanish construction sector recovered after a reduction in public
expenditures in 1996.  As a result of increased public works spending and favorable economic
conditions in Spain, the public construction sector grew, primarily in the housing sector of the
Spanish economy.  The Spanish construction sector experienced high growth levels in 1998. During
1999, the rate of growth of the construction sector of the economy slowed due to a reduction in
public expenditures.  The Spanish construction sector grew by approximately 8% during 1999.
Cement consumption in Spain increased approximately 8.0% in 1997, 15.7% in 1998 and 11.7% in
1999.  Our domestic cement and clinker sales volumes in Spain increased 21.1% in 1997, increased
14.6% in 1998 and increased 2.8% in 1999.  The small increase in our domestic sales volumes
during 1999 was primarily attributable to the sale in 1998 of our Alcalá cement plant located in
Seville, Spain and its related assets, including ready-mix concrete, mortar and aggregate operations,
which had the effect of reducing the increase in our sales volumes in Spain during 1999, when
compared to 1998. 

The level of cement imports into Spain has been influenced by the price in Dollar terms of
domestic cement.  Cement imports decreased in 1997, accounting for approximately 9% of apparent
consumption of cement, meaning the total domestic consumption of cement measured by domestic
sales volume plus imports, principally as a result of the depreciation of the Peseta against the Dollar.
Imports fell by 26.2% in 1998, due primarily to exchange rate fluctuations between the Peseta and
the Dollar and also due to stricter regulation of cement imports by the Spanish government.  Cement
imports increased 5.5% in 1999 due to strong domestic demand. The effect of imports has been felt
primarily in coastal zones, since transportation costs make it less profitable to sell imported cement
in inland markets. 
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Spanish producers have sought to increase their exports of cement in order to maximize their
sales and thus partially offset the negative effect on revenues of imports or downturns in the
domestic market.  Spain is one of the largest exporters of cement in the world, in recent years
exporting over 6 million tons per year.  Our Spanish operations’ cement and clinker export volumes
decreased by 0.9% in 1997, 3.8% in 1998 and 30% in 1999, as a result of the increases in domestic
demand. 

Prices.   Spanish cement prices vary between the central region of Spain and the coastal
regions of Levante and Cataluña, where prices have usually been lower than those in other regions
due to strong import penetration.  Regional differences in prices are influenced by such factors as
supply and demand, economic trends, flexibility in sourcing of raw materials and energy costs within
the region. 

In 1997, cement prices declined as a result of competitive pressures, but have since risen.
The average domestic Peseta price of gray cement sold by Valenciana decreased 3% during 1997,
increased 4.2% during 1998 and increased 2.9% during 1999. 

Competition.   The world’s two other leading cement producers, the Lafarge group of France
and Holderbank of Switzerland, have acquired controlling interests in Spain’s third and fourth largest
cement producers, respectively.  According to the Asociación de Fabricantes de Cemento de España,
or OFICEMEN, the Spanish cement trade organization, as of December 31, 1999, approximately
76% of installed capacity for production of cement in Spain was owned by six multinational groups,
including CEMEX.  There has also been consolidation among Spain’s independent cement
producers. 

Competition in the ready-mix concrete industry is particularly intense in the large urban
areas.  Hormicemex has achieved a sizable market presence in areas such as Levante and Aragón.
In the central and Cataluña regions its market share is smaller due to greater competition.
Overcapacity and a high degree of competition in the Spanish ready-mix concrete industry has led
to weak pricing, which has affected Hormicemex’s profitability.  However, the distribution of ready-
mix concrete remains a key component of Valenciana’s business strategy. 

The Spanish ready-mix concrete industry is subject to regulations regarding plants, pollution,
licenses and quality of products; however, the Spanish government does not currently monitor
compliance, which permits independent local ready-mix concrete producers to offer low quality
products at lower prices.  We believe that if the more stringent European Union ready-mix concrete
regulations are complied with in Spain, the low quality/low price independent ready-mix concrete
producers will not be able to compete as effectively as they do now. 
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Our Spanish Operating Network 

OFICEMEN reported that based on 1999 sales, Valenciana had a market share of
approximately 23.5% in gray and white cement, making us the leader in the Spanish cement
industry.  We believe that we gained this leading market position because of our geographic
diversification and extensive distribution channels.  Furthermore, we believe that our Spanish
operations’ geographical diversification enables us to cope with downturns in demand better than
many of our competitors because we are able to shift output to plants serving areas with the strongest
demand and prices. 

The Spanish cement industry is regionalized because of Spain’s fairly mountainous terrain
and high transportation costs.  In 1999, Valenciana’s domestic inland markets represented
approximately one-fourth of its domestic cement sales, while the coastal markets made up the
remainder.  High transportation costs usually discourage imports into mountainous regions. 

Products and Distribution Channels.   Valenciana offers various types of cement, targeting
specific products to specific markets and users.  In 1999, approximately 28% of Valenciana’s
domestic sales volumes were in bags through distributors and almost 72% of Valenciana’s domestic
sales volumes were bulk sales of cement primarily to ready-mix concrete operators, which include
Valenciana’s own subsidiaries, industrial customers that use cement in their production processes
and construction companies. 

Exports.   In general, Spanish cement production exceeds domestic demand.  Since acquiring
Valenciana in 1992, we have been able to export excess capacity through collaboration between
Valenciana and Sunbelt Trading, one of our cement trading companies.  Export prices, however, are
usually lower than domestic market prices, and costs are usually higher for export sales. 
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Valenciana exports mainly to the United States, which represented approximately 72.7% of
its gray cement exports in 1999. Valenciana exports both to CEMEX USA and to other U.S.
customers. Valenciana’s other main export markets are located in Europe and Africa. 

Production Costs 

Since acquiring our Spanish operations in 1992, we have increased operating margins to
approximately 32.5% in 1999 from 6.85% in 1992.  This improvement was possible in part because
we have been able to take advantage of operating synergies.  We have eliminated redundancies in
Valenciana’s administrative, purchasing and procurement, technology and transportation
departments. 

In addition to simplifying our corporate and administrative structure in Spain, we have
implemented a number of cost-cutting measures to improve profitability of Valenciana.  Most
significantly, we introduced technology improvements relating to, among other things, plant
automation, quality control and control of the quantity of cement used.  Among other benefits, these
technological improvements have significantly reduced our energy costs.  We have centralized
administrative functions in Madrid, and closed most of the local headquarters of the various
subsidiaries.  In addition to eliminating overhead, centralization has permitted Valenciana to realize
the benefits of centralized purchasing and cash management. 

We have also taken significant steps to reduce energy costs.  Valenciana’s cement plants all
now run on a more cost-effective mix of fuels, and production has been rationalized so that clinker
is being produced in the most efficient plants and milled in plants where we can take advantage of
off-peak electricity availability. 

Description of Properties, Plants and Equipment 

As of December 31, 1999, our Spanish operations operated eight plants located in Spain, with
a gray cement equivalent capacity of approximately 10.4 million tons, including 850 thousand tons
annually of white cement capacity, the equivalent of approximately 1.7 million tons of gray cement,
and approximately 75 ready-mix concrete plants, including 14 aggregate and nine mortar plants.
Valenciana’s gray cement plants are composed of the Buñol and San Vicente plants, which serve the
Levante region, the Alcanar plant, which primarily serves the export market, the Castillejo plant,
which serves the central region, the Morata plant, which serves the Aragón and Cataluña regions,
the San Feliú plant, which serves the Cataluña region, and the Lloseta plant, which serves the
Balearic Islands.  Valenciana’s white cement plants are composed of the Villanova plant, which
serves the Cataluña region, and the Buñol and San Vicente plants, which serve the Levante region.
Valenciana also owned three cement mills, one of which is operated through a joint venture which
is 50%-owned by Valenciana, and 22 distribution centers, including seven land and 15 maritime
terminals. 
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As of December 31, 1999, Valenciana owned six limestone quarries located in close
proximity to its plants, which have useful lives ranging from 7 to 25 years, assuming current
production levels.  At that date, Valenciana had concessions on limestone and clay reserves, which
we believe are sufficient to supply existing plants for more than 50 years, assuming 1999 production
levels. 

In 1998, we sold our Alcalá cement plant located in Seville, Spain, and its related assets for
approximately U.S.$260 million (Ps2,556 million).  The sale included related ready-mix concrete,
mortar and aggregate operations. 

Capital Investments 

Valenciana does not anticipate significant capital expenditures in Spain beyond normal
maintenance capital requirements, mainly because of the already high level of efficiency and degree
of modernization of its facilities.  Valenciana’s capital expenditures were approximately U.S.$40
million in 1997, U.S.$35 million in 1998 and U.S.$33 million in 1999.  We currently expect to make
capital expenditures in our Spanish operations of approximately U.S.$39 million during 2000. 

Our Philippine Operations 

Overview 

Our Philippine operations represented approximately 2% of our net sales in 1999.  In October
1997, we acquired, through Valenciana, a 30% economic interest in Rizal Cement Company Inc. for
U.S.$93 million.  In January 1999, we acquired an additional 40% economic interest in Rizal for
U.S.$130 million.  Rizal has two cement plants with a total installed capacity of 2.8 million tons. 

In addition, in February 1999, we acquired a 99.9% economic interest in APO Cement
Corporation from JG Summit Holdings, Inc. for U.S.$400 million.  APO has one cement plant with
an installed capacity of 3.0 million tons. 

The APO acquisition consolidated our position as one of the Philippines’ largest cement
producers with 5.8 million tons of installed capacity and with nationwide coverage and access to the
Manila, Visayas and Mindanao markets. 

In September 1999, we contributed our interests in Rizal and APO to CEMEX Asia
Holdings, thereby reducing our economic interest in Rizal to approximately 60% and in APO to
approximately 86.2%.  In February 2000, institutional investors subscribed for an additional 8.8%
interest in CEMEX Asia Holdings.  As a result, our economic interest in Rizal and in APO was
reduced to 54% and 77%, respectively. 

In April 2000, we formalized an exclusive long-term distributorship agreement with Universe
Cement of Taiwan, as part of our strategy to reinforce our presence in Southeast Asia.  The



32 

agreement covers an estimated 900 thousand metric tons per year in sales in Taiwan.  The cement
distributed pursuant to the agreement will originate from our Philippine operations, from Gresik in
which we have a 25.5% participation, or from other countries in the region. 

We believe the Philippine market is attractive due to the potential for growth in the
Philippine cement market.  We invested in Rizal and APO because of their: 

C strong market positions; 
 

C modern facilities; 

C access to the main regions of the Philippines; 

C strong local management that we believe can expedite their integration into the
CEMEX group and their adoption of our practices; and 

C attractive asset prices. 

The Philippine Cement Industry 

During 1999, the cement consumption of the Philippine market totaled 12.3 million tons.
Since there currently is overcapacity in the Philippines, we intend to use our trading network to
export a substantial amount of our Philippine cement production. 

The nature of the Philippine cement market is very much of a retail character, similar to
Mexico.  Approximately 85% of Philippine cement volume is typically sold in bags through
distributors.  The balance is sold through ready-mix concrete producers. 

Although total Philippine cement volumes have decreased 22.5% from the commencement
of the Asian economic crisis in 1997 to December 1999, the Philippine economy did not suffer as
severe a recession as the rest of the region. 

Prices.   Cement prices fell to an eight-year low by the end of 1998, due to strong price
competition in response to an industry-wide capacity expansion; cement prices have been recovering
since the end of 1998. 

Competition.   At December 31, 1999, the Philippine cement industry had a total of 19
cement plants with an annual installed capacity of 26.4 million tons, according to the Philippine
Cement Manufacturers Corporation. According to the Philippine Cement Manufacturers
Corporation, major global cement producers now own nearly 87.5% of this capacity, which we
expect will lead to more stability in the Philippine cement industry. 
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Our major competitors in the Philippine cement market are Holderbank, which has interests
in five local cement producers, Blue Circle, which has interests in four local cement producers, and
Lafarge, which has interests in four local cement producers. 

Our Philippine Operating Network

Our Philippine operations have three cement plants with a total of eight production lines,
three using the dry process and five using the wet process, as well as distribution centers in Cebu,
Batangas and Iloilo. 

Production Costs 

Costs of production include energy, labor, transportation, raw materials, maintenance and
packaging.  We estimate that at least 150 years of limestone and clay reserves are available to supply
our Philippine operations at 1999 levels of production.  Other raw materials, such as gypsum and
iron ore, which are used in smaller quantities than limestone and clay, are purchased from outside
suppliers. 

Some of our Philippine facilities have back-up electricity generating capacity which is used
when government-provided electricity is in short supply. 

We have increased the efficiency of our Philippine operations since their integration into the
CEMEX group.  Specific areas of improvements include reduction of operational costs, introducing
CEMEX’s technology systems, shifting production from the wet process to the dry process,
improvement of marketing and logistics, achievement of economies of scale in purchasing and
taking advantage of synergies between APO and Rizal. 
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Description of Properties, Plants and Equipment 

Our Philippine operations comprise three plants with a total capacity of 5.8 million tons per
year and 19 distribution terminals, two of which are marine terminals.  Our cement plants include:
Rizal, with three wet process production lines and an installed capacity of 665 thousand tons, which
serves the Manila metropolitan region; Solid, which is a subsidiary of Rizal, with two wet process
production lines and one dry process production line and an installed capacity of 2.1 million tons,
which also serves the Manila metropolitan region; and APO, with two dry process production lines
and an installed capacity of 3.0 million tons, which serves the Visayas and Mindanao. 

Capital Investments 

Our Philippine operations made approximately U.S.$13 million of capital expenditures
during 1998 and U.S.$18 million in 1999.  We currently expect to make capital expenditures of
approximately U.S.$25 million during 2000, of which U.S.$12 million was invested in the first
quarter of the year. 

Our Indonesian Operations 

Overview 

In October 1998, we purchased from the Indonesian government a 14% interest in Semen
Gresik, Indonesia’s largest cement producer, for U.S.$115 million.  As part of the agreement, until
October 2001, the Indonesian government has the contractual right to require us to purchase up to
its remaining 51% stake in Gresik for up to U.S.$418 million plus interest accrued at 8.2% per
annum. Also in 1998, we increased our interest in Gresik to 16.3% through open market purchases.
In 1999, we increased our interest in Gresik to approximately 25.5% through a public tender offer
and open market purchases.  Currently, we have two seats on each of the board of directors and the
board of commissioners of Gresik, plus the right to approve Gresik’s business plan jointly with the
Indonesian government.  We have granted to CEMEX Asia Holdings the right to acquire our
interests in Gresik. 

Gresik owns and operates four cement plants in Indonesia with a total installed capacity of
20.3 million tons. 

The Indonesian Cement Industry 

The Indonesian cement industry is one of the two largest in South East Asia, accounting for
about 24% of the 80 million tons of cement consumed in South East Asia in 1999, according to the
Indonesian Cement Association.  Also, we believe the Indonesian cement market is important to our
Asian expansion strategy, because of its strategic location, the size and the role of the Indonesian
operations as an anchor for our South East Asian trading network and the significant growth
potential of the Indonesian economy. 
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The Indonesian cement industry underwent a contraction in domestic demand in 1997, 1998
and 1999, at the same time as new cement plants began production, forcing Indonesian producers
to seek export markets.  Gresik’s modern export facilities and our trading capabilities give it ready
access to international markets. 

Prices.   During 1998, the average price of cement in Indonesia decreased approximately
60% in dollar terms, due to the economic and financial crisis that affected Asia.  In 1999, cement
prices recovered by approximately 74% in dollar terms. 

Competition.   Indonesia had 13 cement plants with a combined installed capacity of
approximately 50 million tons as of December 31, 1999.  Foreign companies continue to seek
acquisition opportunities with increasing participation expected from Holderbank and Lafarge.
Gresik is the largest cement producer in Indonesia, followed by Indocement and Cibinong, in each
case based on installed capacity as of December 31, 1999, as reported by the Indonesian Cement
Association.

Our Indonesian Operating Network

Gresik, with an installed capacity of 20.3 million tons, is Indonesia’s largest producer.
Gresik’s production facilities include four plants with twelve dry production lines and one wet
production line, with access to most of Indonesia’s regions. 

As of December 31, 1999, Gresik was operating at near 60% capacity utilization and was
focusing on increasing cement output by increasing exports through the CEMEX trading network.
In 1998, CEMEX reached an agreement in principle with Gresik to buy at least 1.5 million tons of
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cement from Gresik during each of the years 1999, 2000 and 2001.  Gresik is currently undertaking
an upgrade of its port infrastructure, in order to increase its export capacity. 

Exports.   During 1999, Gresik exported more than 30% of its cement production.  Gresik
exports mainly to Egypt, Bangladesh and Sri Lanka. 

Production Costs 

We intend to enhance the efficiency of Gresik’s operations by reassigning experienced
CEMEX managers to key positions within Gresik’s operations.  In addition, we intend to improve
Gresik’s operations by deploying our post-merger integration teams in order to apply CEMEX
production practices, to better integrate Gresik’s operations into the CEMEX group and to maximize
the potential benefits from Gresik’s trading relationship with our Philippine operations.  We have
identified the potential for enhanced efficiency in several areas, including improving information
technology systems, developing trading and port infrastructures, coordinating distribution channels
and introducing our economies of scale in purchasing. 

Description of Properties, Plants and Equipment 

As of December 31, 1999, Gresik operated four cement plants with an installed capacity of
20.3 million tons, 15 distribution terminals and four export ports.  Gresik’s cement plants include
the Padang plant, which has one production line that uses the wet process and four production lines
that use the dry process and an installed capacity of 6.4 million tons; the Gresik plant, which has two
production lines that use the dry process and an installed capacity of 1.7 million tons; the Tuban
plant, which has three production lines that use the dry process and an installed capacity of 8.2
million tons; and the Tonasa plant, which has three production lines that use the dry process and an
installed capacity of 4.0 million tons. 

Capital Investments 

We did not incur any significant capital expenditures in Gresik’s operations in 1999 and
currently we do not foresee any capital expenditures in 2000. 

Other Asian Investments 

As part of our strategy to reinforce our presence in South Asia, in May 2000, we committed
to invest U.S.$26 million in the construction of a new grinding mill near Dhaka, Bangladesh, which
is expected to have a production capacity of approximately 500 thousand metric tons per year and
is expected to begin operations in March 2001.  We expect to supply the mill with clinker from
Gresik in Indonesia, in which we have a 25.5% interest, as well as from other countries in the region.
This mill will enable us to supply cement to the local market in Bangladesh.  Bangladesh has been
a net importer of cement in the past. 
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Our Egyptian Operations 

Overview 

In November 1999, we acquired a 77% interest in Assiut Cement Company for
approximately U.S.$318.8 million.  Assiut is Egypt’s largest cement producer, based on an installed
capacity as of December 31, 1999 of approximately 4.0 million tons.  In June 2000, we increased
our interest in Assiut to 90%. 

The Egyptian Cement Industry 

The Egyptian cement market consumed approximately 27.6 million tons of cement during
1999.  According to the Egyptian government, the market has been growing at a compound annual
growth rate of 11% since 1995. 

Prices.   Egyptian cement prices have remained stable during the last five years, due to
government imposed price controls on cement. 

Competition.   According to the Global Cement Report and the World Cement Directory, at
December 31, 1999, the Egyptian cement industry had a total of 11 cement plants, with an aggregate
annual installed capacity of 23.2 million tons.  We estimate that there are nine major cement
producers in Egypt responsible for more than 80% of the market.  Four of the largest cement
producers in the world, including CEMEX, are responsible for 42.6% of the total cement production
in Egypt.  Our major competitors in the Egyptian market are Suez Cement Company, Tourah
Portland Cement Company and National Cement Company, with a total installed capacity of 10.8
million tons. 

Our Egyptian Operating Network
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Assiut has one cement plant with three dry-process production lines.  The plant is located
approximately 400 kilometers south of Cairo, Egypt’s main cement market. 

Distribution Channels 

As a result of the retail nature of the Egyptian market, approximately 95% of our cement
sales volumes are typically sold in bags to retail customers through distributors throughout the
country. 

Production Costs 

We are in the process of integrating Assiut into the CEMEX group. In addition, we have
deployed our post merger integration teams in order to integrate Assiut into the CEMEX group and
to increase its efficiency.  Specific areas of expected efficiency improvements include reducing
operational costs, introducing CEMEX’s technology systems and achieving economies of scale in
sourcing. 

Description of Properties, Plants and Equipment 

As of December 31, 1999, Assiut had one cement plant, with an installed capacity of
approximately 4.0 million tons, and three dry-process production lines.  Assiut’s cement plant serves
Cairo, Egypt’s main cement market. 

Capital Investments

We currently expect to make capital expenditures in our Egyptian operation of approximately
U.S.$52 million during 2000. 

In addition to the above-mentioned capital expenditures for 2000, we plan to increase the
production capacity at Assiut’s cement plant from approximately 4.0 million tons to approximately
5.0 million tons by 2002.  We expect this project to cost approximately U.S.$60 million.  Our plans
for Egypt also include the construction of a new cement plant in Southern Egypt with a capacity of
approximately 1.5 million tons.  This new cement plant is still in the early planning stages, and we
cannot at this time anticipate when construction may begin or estimate what this plant may cost.

South America, Central America and the Caribbean 

As of December 31, 1999, South America, Central America and the Caribbean, which is
comprised of our operations in Venezuela, Colombia, Panama, the Dominican Republic and Costa
Rica, as well as other assets in the Caribbean, represented approximately 19% of our net sales, 18%
of our total installed capacity and 17% of our total assets. 



39 

Our Venezuelan Operations 

Overview 

Our Venezuelan operations represented approximately 9% of our net sales in 1999.  Our
Venezuelan operations are organized under Vencement Investments, a holding company whose
principal asset is its approximate 72.6% interest in Vencemos, a company listed on the Caracas
Stock Exchange.  In May 2000, Vencemos changed its name to CEMEX Venezuela S.A.C.A. 

Vencemos is the largest cement producer in Venezuela, based on an installed capacity of 4.3
million tons at December 31, 1999. 

Vencemos is a significant component of our overseas operations, based, in part, on the
following factors: Venezuela’s status as an emerging market with growth potential relating to
infrastructure development; Vencemos’ geographic diversification and the presence of extensive
distribution channels, including ports, which strengthen its ability to service the Caribbean and U.S.
markets; Vencemos’ position as the leading cement producer in the country; and Vencemos’ low raw
material and energy costs, which make it the lowest cost producer of cement in the CEMEX group.

The Venezuelan Cement Industry 

Prices.  In 1999, Vencemos' average cement prices decreased approximately 2% and its
ready-mix concrete prices decreased approximately 5%, on a constant Bolivar basis when compared
with 1998.  In 1998, Venezuela average cement prices decreased 11% and its average ready-mix
concrete prices decreased approximately 2.7% on a constant Bolivar basis when compared with
1997. 

Competition.   At December 31, 1999, the Venezuelan cement industry was comprised of five
cement producers, with a total installed capacity of approximately 8.8 million tons, according to our
estimates.  Vencemos’ installed capacity in 1999 represented approximately 49% of that total, almost
twice that of its next largest competitor, according to our estimates. 

Since the early 1990s, the Venezuelan cement industry has been transformed as the large
multinational cement companies have entered Venezuela by acquiring local producers. In addition
to our majority ownership of Vencemos, Holderbank and Lafarge have acquired controlling interests
in Venezuela’s second and third largest cement producers, respectively. 

In 1999, the ready-mix concrete market accounted for only about 18% of cement
consumption in Venezuela, according to our estimates, a very low figure in relation to developed
countries.  We believe that Venezuela’s construction companies, which 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.
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Aside from Vencemos, the ready-mix concrete market is concentrated in four companies. Of
these companies, Premezclado Caribe, is owned by Holderbank and Premex is owned by Lafarge.
The other two, Simpca and Ready-Mix, are independent. The rest of the ready-mix concrete sector
in Venezuela is highly fragmented. 

Our Venezuelan Operating Network 

As shown below, Vencemos’ three cement plants and one grinding facility are located near
the major population centers and the coast of Venezuela, except for the Manaus river terminal, which
is located in Manaus, Brazil. 

In 1999, Vencemos was the leading supplier of cement in Venezuela, based on our estimates
of sales of gray and white cement in Venezuela for the year ending December 31, 1999. In addition,
in 1999, Vencemos was the largest supplier of ready-mix concrete in Venezuela and the only ready-
mix concrete producer with 15 distribution centers throughout Venezuela, based on our estimates
of sales of ready-mix concrete in Venezuela for the year ending December 31, 1999. As of December
31, 1999, Vencemos had a combined ready-mix concrete capacity of 1.2 million cubic meters per
year among its 42 concrete plants. 

Distribution Channels 

Transport by land is handled primarily by a subsidiary of Vencemos. During 1999, this
subsidiary transported approximately 40% of Vencemos’ total domestic sales through its own fleet.

Exports 

During 1999 exports from Venezuela represented approximately 56% of its net sales.
Vencemos’ main export markets historically have been the Caribbean and the east coast of the
United States. Vencemos also exports cement and clinker to countries in Africa and Central and
South America, principally Brazil. We estimate that the United States, Brazil and the Caribbean will
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continue to be Vencemos’ principal export markets in the foreseeable future. See “Risk Factors—We
are subject to several anti-dumping rulings that may limit our ability to export cement to the United
States” and “— Regulatory Matters and Legal Proceedings — U.S. Anti-Dumping Rulings —
Venezuela.” 

Production Costs 

Following our acquisition of Vencemos, we implemented an optimization program aimed
at increasing the efficiency of its production facilities and trading networks. Vencemos’ drive for
exports and the success of its optimization plan have enabled it to achieve a better mix of domestic
and export sales, as well as higher operating margins, which have increased from 17.6% in 1994 to
27.3% in 1999. The restructuring program, which has been substantially completed, has focused on
the disposition of non-cement related assets, the simplification of the corporate structure, the
reorganization of cost centers and increases in productivity and operational efficiency. 

As of December 31, 1999, the Lara and Mara plants and one of the two production lines at
the Pertigalete plant utilized the wet process; the other production line at the Pertigalete plant utilized
the dry process. At that time, all the plants utilized natural gas as fuel, which historically has been
a low cost source of energy, given its abundance in Venezuela. Vencemos has its own electricity
generating facilities, which are powered by natural gas. 

During 1999, Vencemos operated its plants at full capacity and achieved production of 4.3
million tons of clinker in 1999. 

Description of Properties, Plants and Equipment 

As of December 31, 1999, Vencemos had three cement plants, Lara, Mara and Pertigalete,
with a combined installed capacity of approximately 4.3 million tons. All the plants are strategically
located to serve both domestic areas with the highest levels of cement consumption and export
markets. Vencemos also owns Cementos Guayana, a grinding facility with a clinker capacity of 360
thousand tons, operates 42 ready-mix concrete production facilities, 15 storage depots and more than
200 mixer trucks. Limestone quarries are abundant in Venezuela, and Vencemos owns four quarries
with reserves sufficient for over 100 years, at current production levels. In addition, Vencemos
maintains three marine terminals and two river terminals, providing it with easy access to export
markets. 

As of December 31, 1999, Vencemos owned and operated five port facilities. Of the five port
facilities, four are located in Venezuela and one in Brazil. Of the four port facilities in Venezuela,
one is located at the Pertigalete plant, one at the Mara plant, one at the Catia La Mar terminal on the
Caribbean Sea near Caracas, and one at Cementos Guayana on the Orinoco River in the Guayana
Region. The other port facility is located in Manaus, Brazil. Vencemos’ cement is transported either
in bulk or in 42.5 kilogram bags. 
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Capital Investments 

Our Venezuelan operations’ capital expenditures were approximately U.S.$37 million in
1997, U.S.$57 million in 1998 and U.S.$37 million in 1999. We currently expect to make capital
expenditures in our Venezuelan operations of approximately U.S.$24 million during 2000. 

Our Colombian Operations 

Overview 

Our Colombian operations represented approximately 3% of our net sales in 1999. 

In May 1996, through a series of transactions, we acquired approximately a 62.98% voting
equity interest in Cementos Diamante, representing 54.4% of the total equity of Cementos Diamante,
the then second largest cement producer in Colombia based on 1996 installed capacity according to
the Instituto Colombiano de Productores de Cemento, or ICPC. Since May 1996, we have increased
our ownership in Cementos Diamante. As of December 31, 1999, we owned a 99.3% voting equity
interest in Cementos Diamante, which represented 92.3% of the total equity of Cementos Diamante
due to preferred stock outstanding owned by third parties. Cementos Diamante is a public company
that is listed on the Bogotá and Medellín stock exchanges. As of December 1997, Cementos
Diamante purchased an additional 4.2% interest in Samper, the then third largest Colombian cement
producer based on 1997 installed capacity, according to ICPC, bringing its interest from 93.6% to
97.8%. We have since formed a single industrial group integrating the operations of both companies,
Diamante-Samper. As of December 31, 1999, Diamante-Samper was the second largest cement
producer in Colombia, based on 1999 installed capacity, according to the ICPC. 

Since 1987, Samper had been operating under bankruptcy protection in Colombia.  The
bankruptcy protection remained in effect until December 1999. We believe that neither the
bankruptcy protection nor its removal has had a material adverse effect on Samper's operations.

Diamante-Samper has a significant market share in the cement and ready-mix concrete
market in the so-called “Urban Triangle” of Colombia comprising the cities of Bogotá, Medellín and
Cali. During 1999, these three metropolitan areas accounted for approximately 75% of Colombia’s
cement consumption. Diamante-Samper’s Ibagué plant, which uses the dry process and is
strategically located between Bogotá, Cali and Medellín, is Colombia’s largest and, we believe, most
technologically advanced cement plant, with an installed capacity of 3.1 million tons as of December
31, 1999. In 1998 we completed an expansion of the Ibagué plant that increased its installed capacity
from 1.5 million tons to 3.1 million tons. Diamante-Samper, through its Bucaramanga and Cúcuta
plants, also is an active participant in the Northeastern market in Colombia. 

Diamante-Samper’s strong position in the Bogotá ready-mix concrete market is largely due
to its access to a ready supply of aggregate deposits in the Bogotá area. We believe that significant
operating advantages have been achieved from combining the operations of the former Cementos
Diamante and Samper. These include reduced general and administrative expenses, reduced
transportation costs and the coordination and improvement of production on a country-wide basis.
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The Colombian Cement Industry 

Prices.   The Colombian government lifted controls on cement prices in 1990. Since then,
prices have usually been determined by local supply and demand, as freight costs make it difficult
to transport cement from the coast to inland areas such as Bogotá and Medellín, where demand is
the highest. In 1999 our Colombian operations’ average sale price of cement increased by
approximately 27% compared to 1998 and our average sale price of ready-mix concrete declined by
approximately 9%. 

Competition.   The Colombian cement industry has been dominated by the Sindicato
Antioqueño, or Argos, which either owns or has interests in nine of Colombia’s thirteen cement
companies. Argos has established a leading position in the Colombian coastal markets through
Cementos Caribe in Barranquilla, Compañía Colclinker in Cartagena and Tolcemento in Sincelejo.
The other principal cement producer is Cementos Boyacá, an affiliate of Holderbank. 

Our Colombian Operating Network 

Diamante-Samper owns quarries with minimum reserves sufficient for over 100 years, at
current production levels. In addition to mining its own raw materials, Diamante-Samper also
purchases raw materials from third parties. 

The majority of Diamante-Samper cement is distributed through independent distributors.
Diamante-Samper also distributes cement directly. 

Diamante-Samper’s principal concrete product is ready-mix concrete, produced to client
specifications and delivered directly to job sites. Diamante-Samper also produces other specialized
cement-based building materials, including mortars, shotcrete, which is sprayable concrete, and
prefabricated concrete construction products. 
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Diamante-Samper conducts its ready-mix concrete operations through 15 ready-mix plants.
Diamante-Samper also uses portable ready-mix plants, which allow concrete to be mixed at major
building sites, reducing transportation costs and eliminating the need to acquire additional permanent
ready-mix concrete sites. 

Description of Properties, Plants and Equipment 

As of December 31, 1999, Diamante-Samper operated five cement plants having a total
installed capacity of 4.8 million tons of cement per year, two of which utilized the wet process and
three of which utilized the dry process, and one grinding mill. Two of these cement plants, Ibagué
and Tolima, serve the Urban Triangle, while Cúcuta and Bucaramanga, located in the northeastern
part of the country, serve the local and coastal market. The La Esperanza cement plant, and the Santa
Rosa clinker mill, are close to Bogotá. In addition, Diamante-Samper owns six land distribution
centers, one mortar plant, 15 ready-mix concrete and seven aggregate plants. During 1999, as a result
of our rationalization of our Colombian operations, we recorded an impairment charge on several
of our operating plants in Colombia. See Note 8 to our consolidated financial statements included
elsewhere in this annual report for a description of this impairment charge. 

Capital Investments 

Our Colombian operations’ capital expenditures were approximately U.S.$57 million in
1997, U.S.$105 million in 1998 and U.S.$18 million in 1999. We currently expect to make capital
investments in our Colombian operations of approximately U.S.$8 million during 2000. 

Central America and the Caribbean 

As of and for the year ended December 31, 1999, Central America and the Caribbean, which
is comprised of our operations in Panama, the Dominican Republic, Costa Rica and other assets in
the Caribbean, represented approximately 7% of our net sales, 4% of our total installed capacity and
4% of our total assets. 

Our Dominican Republic Operations 

Overview.   Our Dominican Republic operations represented approximately 4% of our net
sales in 1999. 

As of December 31, 1999, through Vencemos, we owned Cementos Nacionales, a cement
producer in the Dominican Republic with an installed capacity of 660 thousand tons of cement, and
a related distribution company, Compañía Comercializadora, S.A., with 14 distribution centers. 

The Dominican Republic Cement Industry

Prices.   The average price for gray cement increased by 8% in 1997, 4.6% in 1998 and 9.3%
in 1999. 
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Competition.   Cementos Nacionales covers the cement market throughout the Dominican
Republic. Its principal competitors are Cementos Cibao, which is a local competitor, and Cemento
Colón, an affiliate of Holderbank. 

Our Dominican Republic Operating Network.  For the year ended December 31, 1999,
Cementos Nacionales was the leading cement producer in the Dominican Republic, based on
installed capacity as reported by International Cement Review in the Global Cement Report.
Cementos Nacionales’ sales network covers the country’s main consumption areas, which are Santo
Domingo, Santiago de los Caballeros, San Francisco de Macorís and San Pedro de Macorís. 

In 1999, Dominican Republic cement consumption reached 2.8 million metric tons and
cement imports were necessary to fulfill domestic demand, according to our estimates. 

Production Costs.   We believe Cementos Nacionales is the most efficient cement producer
in the Dominican Republic. Cementos Nacionales has adopted the more fuel-efficient dry process.
In a country where the electricity supply is irregular and costly, Cementos Nacionales maintains its
own electricity generating capacity, which affords a continuous high-quality supply of electricity and
enables it to maximize production capacity without interruptions due to outages. As of December
31, 1999, Cementos Nacionales had an electricity generating capacity of approximately 28.2
megawatts, which supplied electricity to all points of production. This generating capacity affords
Cementos Nacionales an inexpensive source of energy relative to its competition, which is critical
to competitive production margins. Cementos Nacionales also purchases electricity form third party
producers. 

We have also entered into long-term electricity supply agreements that are intended to
provide Cementos Nacionales with some of its third-party electricity requirements. 

Cementos Nacionales has implemented other cost-cutting measures to increase profitability.
Among these measures was a change in the fuel mix in the operation of its cement kiln. 

Cementos Nacionales maintains its own limestone and clay quarries, which management
expects to provide sufficient reserves for up to 150 years at present production levels. Sand and other
auxiliary raw materials are purchased on the domestic market. 
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Description of Properties, Plants and Equipment.   Cementos Nacionales currently owns one
dry-process cement plant with an installed capacity of 660 thousand tons per year, in addition to 14
distribution centers located throughout the country and two marine terminals. As of December 31,
1999, our Dominican Republic cement plant operated at full capacity. 

Capital Investments.  Our Dominican Republic operations’ capital expenditures were
approximately U.S.$15 million in 1997, U.S.$9 million in 1998 and U.S.$16 million in 1999. We
currently expect to make capital investments in our Dominican Republic operations of approximately
U.S.$50 million during 2000.

Included in the above-mentioned year 2000 capital expenditures are the year 2000 portions
of the following improvements at our San Pedro plant: 

C construction of a new U.S.$22 million grinding mill to increase grinding capacity to
2.4 million tons by year-end 2000; and

C construction of a new U.S.$145 million production line to increase capacity to 2.2
million tons by year-end 2002. 

Our Other Caribbean Operations 

During 1994, we entered into a strategic alliance in Trinidad and Tobago, through which we
have the right to participate jointly in the production and sale of cement from these islands and from
the Arawak plant on the island of Barbados to customers in various countries in the eastern
Caribbean. We operate in the Bahamas, Bermuda, the Cayman Islands and Haiti through our wholly-
owned subsidiary Concem. 

We believe that the Caribbean region holds considerable strategic importance because of its
geographic location, which facilitates exports from Mexico, Venezuela and Panama, through a
network of eight land distribution centers and five marine terminals, as of December 31, 1999. 

Our Panamanian Operations 

Overview.   As of December 31, 1999, through Valenciana, we owned a 99.2% interest in
Cemento Bayano. Through our ownership of Cemento Bayano, we have established a strategic
presence in the important mainland markets of Central America. 

The Panamanian Cement Industry.   The Panamanian cement industry is comprised of two
cement producers, Cemento Bayano and Cemento Panamá, S.A., with a total installed capacity of
approximately 710 thousand tons of cement as of December 31, 1999, according to our estimates.
At that time, Cemento Bayano’s installed capacity represented approximately 56.6% of that total.

Our Panamanian Operating Network.    Cemento Bayano was the leading supplier of cement
in Panama in 1999, based on sales of gray cement for the year ending December 31, 1999, with an
installed capacity for cement production of approximately 402 thousand tons per year. Cemento
Bayano entered the ready-mix concrete market in 1995 and principally shares this market with two
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other large producers, and as of December 31, 1999, operated a distribution network of 6 ready-mix
concrete plants. Its cement plant is located in the township of Calzada Larga, 19 kilometers north
of Panama City, and utilizes the dry process. 

Production Costs.   Historically, Cemento Bayano has had the highest energy costs of any
member of the CEMEX group. In 1997, we took significant steps to reduce energy costs. Cemento
Bayano spent U.S.$4.25 million to upgrade its cement plant to run on a more cost-efficient mix of
fuels by completely replacing fuel oil with petcoke and to reduce energy costs. We believe that this
reduction in energy costs represents a key competitive advantage over our competitors. 

Description of Properties, Plant and Equipment   Our operations in Panama are comprised
of one cement plant with a dry-production process and an installed capacity of 402 thousand tons
per year. In addition, Cemento Bayano operated 6 ready-mix concrete facilities, of which three are
located in Panama City, one in Colón, one in Aguadulce and one in Guararé. 

Capital Investments.   Our Panamanian operations’ capital expenditures were approximately
U.S.$8 million in 1997, U.S.$6 million in 1998 and U.S.$8 million in 1999. We currently expect to
make capital expenditures in our Panamanian operations of approximately U.S.$4 million during
2000. 

Our Costa Rican Operations 

In April 1999, we acquired a 15.75% interest in Cementos del Pacífico, S.A., and in
September 1999, we increased our interest in Cementos del Pacífico to 95.3%. 

The Costa Rican Cement Industry.   Approximately 1.1 million tons of cement were sold in
Costa Rica during 1999, according to Cámara de la Construcción de Costa Rica, the Costa Rican
construction industry association. The Costa Rican cement market is a predominantly retail market,
with an estimated 79% of Costa Rican cement sales being bagged cement. 

Competition.   The Costa Rican cement industry consists of two producers, Cementos del
Pacífico and Industria Nacional de Cemento, an affiliate of Holderbank. The two companies share
the market in roughly equal proportions. 
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Our Costa Rican Operating Network.   Cementos del Pacífico has one cement plant located
approximately 180 kilometers northwest of San José, the Costa Rican capital, and one grinding mill
located in San José. 

Products and Distribution Channels.   In 1999, cement consumption in Costa Rica was
approximately 1.1 million tons, according to the Costa Rican construction industry association.
Cementos del Pacífico has three strategically located distribution centers, one of which is on the
coast and two of which are in the metropolitan areas, where 65% total sales are made.

Exports.   During 1999, exports of cement by our Costa Rican operations represented
approximately 16% of our total cement production in Costa Rica. In 1999, 84% of our exports from
Costa Rica were to Nicaragua and 16% to El Salvador. 

Production Costs.   During 1999, energy costs increased approximately 50% in Costa Rica.
Despite this increase, we significantly reduced our energy consumption and our costs for raw
materials in the production of cement. In 2000, we expect to use petcoke as fuel in the production
of cement to reduce our production costs by approximately 50%. 

Description of Properties, Plants and Equipment.   Our Costa Rican operations’ cement plant
has one dry process production line with an installed capacity of 850 thousand tons. Our Costa Rican
operations’ grinding mill has a grinding capacity of 150 thousand metric tons. 

In addition, Cementos del Pacífico owns three distribution centers.

Capital Investments.   We currently expect to make capital expenditures of approximately
U.S.$13 million during 2000. 

Our Equity Investments in Chile 

In June 1999, we acquired an 11.92% interest in Cementos Bio Bio, S.A., Chile’s largest
cement producer, based on an installed capacity as of December 31, 1999 of approximately 2.2
million tons. Cementos Bio Bio operates three cement plants. Two of the cement plants are located
in the Santiago-Concepción corridor, and the third plant is located in the northern Antofogasta
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region. Cementos Bio Bio’s primary market is the Concepción market. In addition, Cementos Bio
Bio has 850 thousand cubic meters per annum of ready-mix concrete production capacity. The
purchase price for our 11.9% interest in Cementos Bio Bio was approximately U.S.$34 million. 

Our Trading Operations 

We traded more than 13 million tons of cement and clinker in 1999. Approximately 40% of
this amount consisted of exports from our operations in Mexico, Venezuela, Costa Rica, Spain, the
Philippines and Indonesia, and approximately 60% of this amount was purchased from third parties
in countries such as China, Romania, Korea, Russia, Tunisia, Greece, Morocco, England, Ukraine
and Thailand. At December 31, 1999 we conducted trading activities in 60 countries. 

Our trading network enables us to maximize the capacity utilization of our facilities
worldwide while reducing the inherent cyclicality of the cement industry. We are able to distribute
excess capacity from countries where we have operations to regions around the world where it is in
demand. 

In order to maximize our trading capabilities, increase our international sales and explore
new markets without the necessity of immediately making investments in new production facilities,
we created our Sunbelt Trading subsidiary, a separate entity within CEMEX that focuses on cement
trading. Our trading activities constitute a fundamental part of our strategic goals by allowing
international development through careful, calculated steps, while at the same time satisfying
worldwide demand where required. This strategy has enabled us to capitalize on our position as the
world’s largest trader of cement and to continually introduce products into new markets. For
example, as of 1999, we continued coordinating our marketing strategy between our white cement
production installations and our international markets, in order to take advantage of our position as
the world’s largest producer of white cement. 

Employees 

As of December 31, 1999, we had approximately 24,000 employees worldwide, including
approximately 9,000 in our Mexican operations, 2,700 in our Spanish operations, 3,200 in our
Venezuelan operations, 1,000 in our Colombian operations, 1,300 in our U.S. operations, 1,000 in
our Philippine operations, 500 in our Dominican Republic operations, 300 in our Panamanian
operations, 300 in our Costa Rican operations, 3,800 in our Egyptian operations and 1,300 at the
holding company level and in other businesses not directly related to the production of cement.
These employee numbers exclude employees of companies in which we have a minority interest.
Employees in Mexico have collective bargaining agreements renewable on an annual basis in respect
of salaries and on a biannual basis in respect of benefits on a plant-by-plant basis. Our Spanish union
employees have contracts that are renewable every two to three years on a company-by-company
basis. Each of our subsidiary companies operating Vencemos’ plants has a separately negotiated
three-year labor contract with the union employees of the relevant plants. There are separate unions
at each of Vencemos’ plants which negotiate the labor contracts. A single union represents the union
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employees of all of Diamante-Samper’s plants and negotiates the labor contracts on their behalf.
Our Panamanian union employees have one labor contract that is renewable every four years.  Our
Philippine union employees are represented by three unions and have collective bargaining
agreements that have a term of five years and are renegotiated in the third and fifth years of the term.
Our Egyptian union employees are represented by one union.  Because Assiut had been a
government controlled entity prior to our purchase of a controlling interest, there are no labor
agreements with the union.  Instead, Assiut had internal regulations that governed the union labor
arrangements.  We are currently renegotiating these union labor arrangements.  We consider labor
relations with our employees to be satisfactory, but we have experienced minor disruptions of our
operations in a few plants in Mexico as a result of labor disagreements from time to time. 

Regulatory Matters And Legal Proceedings 

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

Tariffs

Mexican tariffs on imported goods vary by product and have been as high as 40%. In recent
years, import tariffs have been substantially reduced, and currently range from none at all for raw
materials to 20% for finished products, with an average weighted tariff for Mexican industry of
approximately 10%. Cement imported into Mexico was subject to a 10% tariff at December 31,
1993. As a result 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 eliminated.
However, a tariff of 10% ad valorem will continue to be imposed on cement produced in all other
countries unless tariff reduction treaties are implemented or the Mexican government unilaterally
reduces that tariff. While the reduction in tariffs could lead to increased competition from imports
in our Mexican markets, we anticipate that the cost of transportation from most producers outside
Mexico to central Mexico, the region of highest demand, will remain an effective barrier to entry.

Spain, as a member of the European Union, is subject to the uniform European Union
commercial policy. There is no tariff on cement imported into Spain from another European Union
country or on cement exported from Spain to another member country. For cement imported into a
member country from a non-member country, the tariff is currently 1.7% of the customs value. Any
country with preferential 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 Spain
currently pay no tariff. 

Environmental Controls 

We use leading edge processes that are designed to protect the environment throughout all
the production stages in all of our operations worldwide. Raw materials come from a natural origin,
the fuel oil used as energy is not flammable at environment temperatures, water is used for cooling
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purposes only and is recycled almost totally, and paper bags are also recycled. We believe that we
are in substantial compliance with all material environmental laws. 

European Union directives imposing stricter environmental standards will be implemented
in Spain in the near future. We already comply or believe that we would be able to comply with
those standards, if necessary, without significant expenditures. We are not aware of any
environmental liabilities with respect to our Spanish operations. 

Vencemos’ cement production plants are subject to and comply with Venezuelan
environmental regulations. Vencemos has decreased the emission levels of all its plants, through dust
extraction equipment installed in all of Vencemos’ cement plants. 

We were one of the first industrial groups in Mexico to sign an agreement with the Secretaría
de Desarrollo Social, the Mexican government’s environmental ministry, or SEDESOL, to carry out
voluntary environmental inspections in our 15 operating Mexican cement plants. Currently, the
Mexican government environmental regulatory agency is the Procuraduría Federal de Protección al
Medio Ambiente, or PROFEPA, which is part of the Ministry of Environment, Fishing and Natural
Resources (Secretaría de Medio Ambiente, Recursos Naturales y Pesca, or SEMARNAP). Since
1992, the technology for recycling used tires into an energy source has been employed in our
Ensenada plant. Collection centers in Tijuana, Mexicali and Ensenada currently enable us to recycle
more than an estimated one million tires per year.  During 1998, approximately 12% of the total fuel
consumed in the Ensenada plant was provided by this alternative fuel. 

Between 1990 and 1999, our Mexican operations have invested approximately U.S.$350
million in the acquisition of environmental protection equipment, voluntary environmental
inspections and the implementation of the ISO 14000 environmental management standards of the
International Organization for Standardization, or ISO. In 1997, our Barrientos plant in Mexico
received ISO 14001 certification for environmental management systems, and during 1998, another
three of our Mexican operations’ cement plants, Zapotiltic, Monterrey and Guadalajara, received this
certification. In addition, our Mexican operations were recently recognized by SEMARNAP for their
achievements in environmental practices. 

U.S. Anti-Dumping Rulings — Mexico 

During 1999, exports, measured by volume, of Mexican gray cement into the United States
by our Mexican operations represented approximately 5% of total gray cement exports and
approximately 3% of total sales volume of our Mexican operations. Our exports of 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
us in the United States must make cash deposits with the U.S. Customs Service to guarantee the
eventual payment of anti-dumping duties. 
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The anti-dumping order became applicable in April 1990 and is likely to continue for an
indefinite period, although under the new World Trade Organization rules, it will be reviewed by
the U.S. government not later than July 2001 to determine whether the conditions for imposing the
order still exist. U.S. importers of our gray Portland cement are liable for payment of the anti-
dumping duties. From March 16, 2000 to the present, importers are required to post cash deposits
of 45.98% ad valorem. 

As of December 31, 1999, CEMEX USA, our U.S. subsidiary that imports Mexican cement
into the United States, had accrued liabilities of U.S.$37 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 administrative reviews. 

The Commerce Department has published its final dumping determinations for the first,
second, third and fourth review periods. The Commerce Department's final results of its final
determinations for the fifth, sixth, seventh and eighth review periods are suspended pending review
by NAFTA panels. 

On October 1, 1999, the Commerce Department initiated the ninth administrative review,
covering the period August 1, 1998 through July 31, 1999. The Commerce Department is expected
to publish its preliminary results for the ninth review period in the second half of 2000. The cash
anti-dumping duty deposit requirement, based on the 45.98% ad valorem determination of the
Commerce Department covering the eighth review period, will continue in effect until the
Commerce Department publishes its determination for the ninth review period. 

Mexican importers’ deposits are being liquidated in stages, as appeals are exhausted for each
annual review period. When the final anti-dumping rate for any review period causes the amount due
to exceed the amount that was deposited, then Mexican importers are required to pay the difference
with interest. 
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The status of each review period is as follows: 

Period Cash D eposits Status

4/12/90-7/31/91 58.38% (Bonds/56.68%

from 4/12-7/18/90)

61.42% calculated by the Commerce Department on remand

from CIT. Liquidation commenced in March 1994.

8/1/91-7/31/92 58.38% and 30.44%

at different times

42.74%  initially determ ined by  the Com merce D epartm ent in

review, increased by the Commerce Department to 109.43%

upon remand from the CIT. Liquidation commenced in May

1998.

8/1/92-7/31/93 30.44% and 42.74%

at different times

61.85% determined by the Commerce Department.  Customs

Service has liquidated entries covered by this review period.

8/1/93-7/31/94 42.74% 109.43% determined by the Commerce Department upon

review.

Liquidation commenced in April 1999.

8/1/94-7/31/95 42.74%, 61.85%

(as from 5/19/95)

73.69% determined by the Commerce Department upon review.

Liquidation suspended pending appeal to NAFTA panel review.

8/1/95-7/31/96 61.85% 37.49% determined by the Commerce Department. Liquidation

suspended pending NAFTA panel review.

8/1/96-7/31/97 61.85%, 73.69%

(effective 5/5/97)

49.58% determined by the Commerce Department upon review.

Liquidation suspended pending NAFTA panel review.

8/1/97-7/31/98 73.69%, 35.88% and

37.49% (effective 5/4/98)

45.98% determined by the Commerce Department upon review.

Liquidation suspended pending NAFTA panel review.

8/1/98-7/31/99 37.49%, 49.58%

(effective 3/17/99)

Curren tly under  review b y Com merce D epartm ent.

8/1/99-to  date 49.58%, 45.98%

(effective 3/16/2000)

U.S. Anti-Dumping Rulings—Venezuela 

On May 21, 1991, U.S. producers of gray cement and clinker filed petitions with the
Commerce Department and the International Trade Commission, or ITC, claiming that imports of
gray cement and clinker from Venezuela were subsidized by the Venezuelan government and were
being dumped into the U.S. market. The producers asked the U.S. government to impose anti-
dumping and countervailing duties on these imports. Vencemos, prior to our acquisition, vigorously
contested the dumping claim and the countervailing duty claim, and both cases have been suspended.

The Commerce Department’s preliminary determination regarding the dumping claim was
published on November 4, 1991. The Commerce Department initially found that Vencemos had a
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dumping margin of 49.2%. Rather than proceeding with the final Commerce Department and ITC
determinations, Vencemos and the Commerce Department entered into an Anti-Dumping
Suspension Agreement on February 11, 1992. Under the Anti-Dumping Suspension Agreement,
Vencemos has agreed not to sell gray cement or clinker in the United States at a price less than the
“foreign market value” of Vencemos’ cement products for export to the United States. The foreign
market value is determined by the Commerce Department based on information provided by
Vencemos each quarter. Vencemos is required to report to the Commerce Department sales in the
U.S. market, costs of production and related data. As long as Vencemos reports this information and
does not sell its cement in the United States below the foreign market value, the Anti-Dumping
Suspension Agreement does not limit the amount, destination or price, above the foreign market
value, of Vencemos’ sales in the United States. 

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 and countervailing
duty orders and suspension agreements every five years. At the conclusion of these reviews, the
Commerce Department is required to terminate the order or suspension agreement unless the
agencies have found that termination is likely to lead to continuation or recurrence of dumping, or
a countervailable subsidy in the case of countervailing duty orders, and material injury. Under
special transition rules, the first sunset reviews for any orders or agreements issued prior to January
1, 1995, such as those in the cases involving gray Portland cement and clinker from Mexico and
Venezuela, must be completed no later than June 30, 2001. 

Tax Matters 

On April 16, 1998, we were notified of a tax assessment in respect of the 1992 tax year for
approximately Ps866 million, including interest and penalties. The Mexican tax office is claiming
that we improperly took deductions for the inflationary components of some items, including interest
and some losses that were deducted during that fiscal year. We have filed an appeal before the
Mexican federal tax court and the appeal is pending resolution. Although we have not received an
opinion of counsel, based on our experience with regard to the resolution of a number of similar
claims, we believe that the resolution of this claim will not have a material adverse effect on us.
However, an adverse resolution of this claim could have a material adverse effect on our results of
operations. 

On August 4, 1999, we were notified of a tax assessment in respect of the 1993 tax year for
approximately Ps1.8 billion, including interest and penalties. The Mexican tax office is claiming that
we improperly took deductions for the inflationary components of some items, including advances
to suppliers and guarantee deposits and that we improperly consolidated losses generated by several
of our subsidiaries. We have filed an appeal before the Mexican federal tax court and the appeal is
pending resolution. Although we have not received an opinion of counsel, based on our experience
with regard to the resolution of a number of similar tax claims, we believe that the resolution of this
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claim will not have a material adverse effect on us. However, an adverse resolution of this claim
could have a material adverse effect on our results of operations. 

On January 26, 2000, we obtained a favorable resolution by the Domestic Taxes and Customs
Office of Colombia, dismissing the tax assessment that was served on three of our Colombian
subsidiaries in 1998. 

Other Legal Proceedings 

In the ordinary course of our business, we are party to various legal proceedings. Other than
as disclosed herein, we are not currently involved in any litigation or arbitration proceedings,
including any such proceedings which are pending or threatened of which we are aware, which we
believe will have, or have had, a material adverse effect on us, nor, so far as we are aware, are any
proceedings of that kind threatened. 

In May 1999, several companies filed a civil liability suit in the civil court of the circuit of
Ibagu�, Colombia, against two of our Colombian subsidiaries, alleging that these subsidiaries were
responsible for deterioration in the rice producing capacity of land of the plaintiffs, caused by
pollution emanating from our cement plants located in Ibagué, Colombia. The plaintiffs have asked
for relief in the amount of U.S. $12.6 million. This proceeding has not yet reached the evidentiary
stage, since both parties have appealed the court’s evidentiary decree. Upon resolution of the
appeals, the evidentiary stage will begin. Typically, proceedings of this nature continue for several
years before final resolution.
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Our Corporate Structure

We are a holding company and we operate our business through subsidiaries that, in turn,
hold interests in our cement and ready-mix concrete operating companies, as well as other
businesses. The following chart shows our corporate structure as of March 31, 2000. The chart also
shows, for each company, the approximate percentage equity ownership interest of its direct parent
company shown on the chart. The chart has been simplified 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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Item 5 - Operating and Financial Review and Prospects

Management's Discussion and Analysis
of Financial Condition and Results of Operations

The following discussion should be read in conjunction with our financial statements which
are included elsewhere in this annual report. Our financial statements have been prepared in
accordance with Mexican GAAP, which differs in significant respects from U.S. GAAP.  See Note
23 to our consolidated financial statements included elsewhere in this annual report for a description
of the principal differences between Mexican GAAP and U.S. GAAP as they relate to CEMEX.

Mexico experienced annual inflation rates of 15.7% in 1997, 18.6% in 1998 and 12.3% in
1999, the periods covered by our consolidated financial statements included elsewhere in this annual
report. Mexican GAAP requires that our consolidated financial statements recognize effects of
inflation; consequently, financial data for all periods in our consolidated financial statements and
throughout this annual report, except as otherwise noted, have been restated in constant Pesos as of
December 31, 1999. See Notes 3(b) and 3(c) to our consolidated financial statements included
elsewhere in this annual report. 

The percentage changes in cement sales volumes described in this annual report for our
operations in a particular country include the number of tons of cement sold to our operations in
other countries. Likewise, unless otherwise indicated, the net sales financial information presented
in this annual report for our operations in each country include the Peso amount of sales derived
from sales of cement to our operations in other countries, which have been eliminated in the
preparation of our consolidated financial statements included elsewhere in this annual report. 

The following table sets forth selected financial information for each of the three years ended
December 31, 1997, 1998 and 1999 by principal geographic area and expressed as a percentage of
our total consolidated group before eliminations resulting from consolidation.  We operate in
countries with economies in different stages of development and structural reform, some of which
are subject to fluctuations in exchange rates, inflation and interest rates.  These economic factors
may affect our results of operations and financial condition depending upon the depreciation or
appreciation of the exchange rate of each country in which we operate compared to the Peso and the
rate of inflation of each these countries. The variations in (1) the exchange rates used in the
translation of the local currency to Pesos and (2) the rates of inflation used for the restatement of our
financial information to constant Pesos, as of the latest balance sheet presented, may affect the
comparability of our results of operations and consolidated financial position from period to period.
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 Mexico   %    Spain    %  
United
States   %  Venezuela   %  Colombia  %   Egypt %  

Philip-
pines   %

Central
America
and the

Carribean % Others %  Total     %  
Elimina-

tions 
Consol-
idated 

(in millions of constant Pesos except percentages)
Net Sales For 
the Period Ended:

December 31, 1997 . . . . . .Ps17,463 40% Ps7,441 17% Ps4,484 10% Ps4,700 11% Ps3,765 9% — —  — — Ps.2,362 6% 3,072 7% 43,287 100% (4,781) 38,506

December 31, 1998 . . . . . . 19,321 41% 8,910 19% 5,358 11% 5,173 11% 2,612 6% — —  — — 2,617 6% 2,745 6% 46,736 100% (3,969) 42,767

December 31, 1999 . . . . . . 22,178 44% 7,335 15% 5,678 11% 4,571 9% 1,599 3% 138 0% 1,164 2% 3,509 7% 3,700 9% 49,872 100% (3,958) 45,914

Operating Income For 
the Period Ended:
December 31, 1997 . . . . . . 5,179 57% 1,602 18% 285 3% 1,628 18% 832 9% — — — — 608 7% (1,035) (12)% 9,099 100% — 9,099
December 31, 1998 . . . . . . 7,806 67% 2,423 21% 753 6% 1,736 15% 111 1% — — — — 439 4% (1,595) (14)% 11,673 100% — 11,673
December 31, 1999 . . . . . . 9,822 72% 2,387 17% 1,172 9% 1,248 9% 379 3% 15 0% 24 0% 642 5% (2,028) (15)% 13,661 100% — 13,661

Total Assets at:
December 31, 1997 . . . . . . 53,981 46% 24,844 21% 6,605 6% 11,432 9% 11,410 10% — — — — 3,961 2% 6,114 6% 118,347 100% (14,354) 103,993
December 31, 1998 . . . . . . 54,211 45% 22,217 18% 6,675 6% 10,413 9% 10,677 9% — — 3,186 3% 4,127 3% 9,160 7% 120,666 100% (17,001) 103,665
December 31, 1999 . . . . . . 46,721 33% 20,165 14% 6,676 5% 10,616 7% 8,172 6% 6,001 4% 7,724 5% 5,553 4% 30,103 22% 141,731 100% (28,902) 112,829

Consolidation of Our Results of Operations

The consolidated financial statements included elsewhere in this annual report include those
of CEMEX and those of our subsidiaries in which we hold a majority interest or which we otherwise
control. All significant intercompany balances and transactions have been eliminated in
consolidation. 

In the periods presented we have integrated our international operations through the
following transactions: 

• In the fourth quarter of 1997, we acquired a 30% economic interest in Rizal, a Philippines
cement producer, and in November 1998, we increased our economic interest in Rizal to
70%.  As of December 31, 1999, our consolidated financial statements include the balance
sheet and results of operations of Rizal for the year ended December 31, 1999.  We acquired
our 99.9% economic interest in APO, another Philippines cement producer, in February
1999.  As of December 31, 1999, our consolidated financial statements for the year ended
December 31, 1999 include APO’s balance sheet and results of operations for that year.
However, APO’s results of operations for the first quarter of 1999 are not included in our
consolidated results of operations for that period.  On September 30, 1999, we contributed
our interests in Rizal and APO to CEMEX Asia Holdings, in which we held an 86.2%
interest.  Subsequent to December 31, 1999, additional investors subscribed for an 8.8%
interest in CEMEX Asia Holdings.  As a result, subsequent to December 31, 1999, our
interest in CEMEX Asia Holdings has been reduced to 77.4% and our economic interests in
Rizal and APO have been reduced to approximately 54% and 77%, respectively.  See
“—Investments, Acquisitions and Divestitures” and Note 7(b) to our consolidated financial
statements included elsewhere in this annual report.

• During 1998, we acquired a 16.3% ownership interest, 2.3% of which was accounted for as
other investments in 1998, in Gresik, Indonesia's largest cement producer, and, in January
1999, we increased our ownership interest in Gresik to approximately 25.5%. As of
December 31, 1999, our minority interest in Gresik was accounted for under the equity
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method and is included in the investments in affiliated companies' caption.  See Note 7(f) to
our consolidated financial statements included elsewhere in this annual report. 

• In December 1998, we increased our equity interest in Cementos Diamante from
approximately 56% to 78%.  During the first quarter of 1999, we further increased our equity
interest in Cementos Diamante to approximately 84% of its total shares.  As of December
31, 1999, we had increased our equity interest in Cementos Diamante from 84% to
approximately 92.3% of its total shares, composed of preferred and ordinary shares, and from
93% to approximately 99.3% of its ordinary shares.

• In April 1999, we acquired a 15.8% interest in Cementos del Pacífico, a Costa Rican cement
producer.  In September 1999, we increased our interest in Cementos del Pacífico to 95.3%.
As of December 31, 1999, our consolidated financial statements include the balance sheet
of Cementos del Pacífico as of December 31, 1999 and its results of operations for the three-
month period ended December 31, 1999.  See Note 7(c) to our consolidated financial
statements included elsewhere in this annual report.

• In June 1999, we acquired an 11.9% interest in Cementos Bio Bio, a Chilean cement
producer, which is accounted for under the equity method.

• In November 1999, we acquired a 77% interest in Assiut Cement Company, Egypt's largest
cement producer.  In June 2000, we increased our interest in Assiut to 90%.  As of December
31, 1999, our consolidated financial statements include the balance sheet of Assiut as of
November 30, 1999 and its results of operations for the one-month period ended November
30, 1999.  See Note 7(a) to our consolidated financial statements included elsewhere in this
annual report.

At December 31, 1999, 24.8% of the capital stock of Valenciana was subject to an equity
derivative financing transaction. All shares subject to this transaction are treated as having been
owned by an unaffiliated third party, thereby creating a minority interest in Valenciana’s
consolidated stockholders' equity when consolidated into our stockholders' equity.  As Valenciana
is the owner of our interests in most of our international operations, this minority interest is also
applicable with respect to the stockholders' equity in each of these operations, until such time as we
exercise our option to reacquire the shares subject to the equity derivative financing transaction.

As noted above, an additional 12.2% of the capital stock of Valenciana was sold in December
1999 to a number of banks and other financial institutions under certain forward contracts.  We
immediately prepaid to the banks the forward purchase price for this stock.  We retain the economic
and voting rights to this stock and we are obligated to repurchase this stock upon termination of the
forward contracts.  Our sale of Valenciana shares to the banks under the forward contracts for
approximately U.S.$388.1 million and our immediate prepayment of this amount to the banks is not
treated as a sale under Mexican GAAP; therefore no minority interest is recognized from this
transaction.
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Results of Operations 

The following table sets forth selected consolidated income statement data for CEMEX for
each of the three years ended December 31, 1997, 1998 and 1999, expressed as a percentage of net
sales.

Year Ended December 31,

1997 1998 1999

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.0% 100.0% 100.0% 

Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (61.3)      (57.8)     (55.7)   

Gross pr ofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.7   42.2   44.3    

Operating ex penses:

Administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10.2)  (10.8)  (10.8)   

Selling . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (4.9)       (4.1)      (3.7)   

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (15.1)   ( 14.9)    (14.5)   

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    23.6   27.3   29.8    

Net comprehensive financing  income (cost):

Financial expen se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13.5)  (11.3)  (10.1)  

Financial income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0    0.9   0.8    

Foreign exchange loss, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.3)  (5.1)  0.6    

Gain (Loss) on valuation of marketable securities and

other inv estmen ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.7   (0.6)  0.1    

Mon etary pos ition gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     15.3      13.0      8.0    

Net com prehen sive financ ing incom e (cost) . . . . . . . . . . . . . . . . . . . .      4.2       (3.1)     (0.6)  

Other ex penses, n et. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.6)  (3.5)  (6.1)  

Income before incom e tax, business assets tax, employees' statutory

profit sharing and equity in income of affiliates . . . . . . . . . . . . . . . .     24.2    20.7      23.1    

Income tax and business assets tax, net . . . . . . . . . . . . . . . . . . . . . . . . . .    (1.4)  (1.1)  (1.4)  

Employees' statutory profit sharing . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (0.4)      (0.5)    (0.8)  

Total inco me taxe s, business a ssets tax and  emplo yees' statutor y profit

sharing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (1.8)  (1.6)  (2.2)  

Income before equity in income of affiliates . . . . . . . . . . . . . . . . . . . . 22.4   19.1   20.9   

Equity in income of affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .      0.5        0.4       0.5   

Consolidated net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    22.9      19.5     21.4    

Minority interest  net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (2.8)       (0.9)     (1.2)  

Majority interest  net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .      20.1%    18.6%   20.2% 

1999 Compared to 1998

Net Sales

Our sales increased 7% from Ps42,767 million in 1998 to Ps45,914 million in 1999. This
increase was largely attributable to stronger pricing and greater domestic demand in nearly all of our
markets and the consolidation of Rizal's and APO's results of operations, which consolidation
accounted for approximately 43% of the increase.  Our cement sales volume increased 10% from
39.1 million tons in 1998 to 43.2 million tons in 1999.  Ready-mix concrete sales volumes decreased
5% from 14.6 million cubic meters in 1998 to 13.9 million cubic meters in 1999, primarily as a result
of decreases in Spain, Venezuela and Colombia.  In 1998, the approximate percentage of our sales
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to our total net sales from Mexico was 41%, from Spain was 19%, from the United States was 11%,
from Venezuela was 11%, from Colombia was 6%, from Central America and the Carribean was
6%, and from other regions and trading was 6%.  During 1999, the approximate percentage of our
sales to our total net sales from Mexico was 44%, from Spain was 15%, from the United States was
11%, from Venezuela was 9%, from Colombia was 3%, from Central America and the Caribbean
was 7%, from the Philippines was 2%, and from other regions and trading was 9%.

Our Mexican operations' domestic gray cement sales volumes increased 5% during 1999
compared to 1998. Our Mexican operations' ready-mix concrete sales volumes increased 4% during
1999 compared to 1998. This increase in our Mexican operations' domestic gray cement sales
volumes and ready-mix concrete sales volumes was primarily attributable to greater private sector
demand, to continued strength in the housing sector of the Mexican economy and increased public
works spending, particularly in road construction projects and government owned enterprises.  Our
Mexican operations' cement export volumes increased 7% during 1999 compared to 1998, primarily
as a result of increased demand from Central America and the Caribbean.  Of our Mexican
operations' cement export volumes during 1999, 52% was shipped to Central America and the
Caribbean, 47% was shipped to the United States and 1% to South America.  Our Mexican
operations' average cement price in Mexico increased 2.9% in constant Peso terms in 1999 compared
to 1998, and the average ready-mix concrete price increased 4.4% in constant Peso terms during the
same period.  As a result of our rationalization activities, we recorded an impairment charge on
several of our operating plants in Mexico during 1999.  See Note 8 to our consolidated financial
statements included elsewhere in this annual report.

Our Spanish operations' domestic cement sales volumes increased 3% during 1999 compared
to 1998.  Ready-mix concrete sales volumes decreased 9% compared to 1998.  Excluding sales
attributable to the Andalusian assets that we sold in November 1998, domestic cement sales volumes
increased 26% and ready-mix concrete sales volumes increased 19% compared to the same period
in 1998.  The increase in domestic cement sales volumes and ready-mix concrete sales volumes, after
excluding the effects of the sale of the Andalusian assets, was primarily a result of strong demand
in the construction sector of the Spanish economy, particularly in housing, industrial projects and
government infrastructure projects. Our Spanish operations' cement export volumes decreased 30%
during 1999 compared to 1998, as cement production was targeted to meet domestic demand. Of our
Spanish operations' total cement export volumes during 1999, 73% was shipped to the United States,
20% to Europe and the Middle East and 7% to Africa.  In addition, our Spanish operations' average
domestic sales price of cement increased 2.7% in nominal Peseta terms during 1999 compared to
1998, and the average sales price of ready-mix concrete increased 8.4% in nominal Peseta terms
during the same period. 

Our United States operations’ cement sales volumes, which include cement purchased from
our other operations, increased 15% during 1999 compared to 1998, and ready-mix concrete sales
volumes increased 6% during the same period. The increases in cement sales volumes and ready-mix
concrete sales volumes were primarily the result of an increase in our client base, as well as better
market conditions and strong demand in Texas, California and Arizona, and an increase in the
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housing and non-residential sectors and in road construction projects. Sales volumes of aggregates
increased 16% in 1999 compared to 1998. In addition, our United States operations’ average sales
price of cement increased 3.2% in Dollar terms during 1999 compared to 1998 and the average sales
price of ready-mix concrete increased 6.2% in Dollar terms during the same period. 

Our Venezuelan operations’ domestic cement sales volumes decreased 18% during 1999
compared to 1998, and ready-mix concrete sales volumes decreased 20% during the same period.
The decrease in domestic cement sales volumes and ready-mix concrete sales volumes was primarily
attributable to a decline in the Venezuelan construction sector, and to the economic decline and
political uncertainty in Venezuela. The decrease was also attributable to the severe floods that
occurred in Venezuela during December 1999. During 1998 and 1999, exports accounted for 42%
and 53% respectively, of the cement sales volumes of our Venezuelan operations. Our Venezuelan
operations’ cement export volumes increased 32% during 1999 compared to 1998. The increase in
cement export volumes was primarily attributable to a decline in domestic demand and strong
demand in the Caribbean region. Of our Venezuelan operations’ total cement export volumes during
1999, 58% was shipped to the United States, 37% to Central America and the Caribbean and 5% to
South America. In addition, our Venezuelan operations’ average domestic sales price of cement
decreased 2% in constant Bolivar terms during 1999 compared to 1998, primarily as a result of the
economic decline. The average sales price of ready-mix concrete decreased 5% in constant Bolivar
terms during the same period, primarily as a result of the economic decline. 

Our Colombian operations’ results were negatively affected by unfavorable economic
conditions that affected the Colombian construction sector, resulting in depressed cement demand
in 1999. Our Colombian operations’ domestic cement sales volumes decreased 38% during 1999
compared to 1998, and ready-mix concrete sales volumes increased 48% during the same period.
During 1999, our Colombian operations’ average sales price of cement increased by approximately
27.4% in constant Colombian Peso terms compared to 1998, and the average sales price of ready-
mix concrete increased by approximately 8.9% in constant Colombian Peso terms during the same
period. The increase in cement and ready-mix concrete prices was primarily the result of increased
competition and decreased demand for cement in 1999 compared to 1998. During 1999, as a result
of economic and market conditions prevailing in Colombia, we recorded an impairment charge on
some of our operating cement plants as a result of our rationalization activities. See Note 8 to our
consolidated financial statements included elsewhere in this annual report. 

Our Central American and Caribbean operations consist of our operations in the Dominican
Republic, Panama and Costa Rica, as well as our trading operations in the Caribbean region.  Most
of these trading operations consist of the resale in the Caribbean region of cement that was produced
by our operations in Venezuela and Mexico. Our Central American and Caribbean operation's
domestic cement sales volumes increased 30% in 1999 compared to the same period in 1998.
Excluding our trading operations in the Caribbean region, our Central American and Caribbean
operations' domestic cement sales volumes increased 25% in 1999 compared to 1998.
Approximately 22% of the increase in domestic cement sales volumes was attributable to the
consolidation of our Costa Rican operations in the fourth quarter of 1999, but not for any part of
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1998. Approximately 57% of the increase in domestic cement sales volumes was attributable to our
Dominican Republic operations and 21% to our Panamanian operations. Our Central American and
Caribbean operations' ready-mix concrete sales volumes increased 43% in 1999 compared to 1998.
Of this increase in ready-mix concrete sales volumes, approximately 59% was attributable to our
Panamanian operations and 41% to our Dominican Republic operations. In addition, our Caribbean
region trading operations' domestic cement sales volumes increased approximately 41% in 1999
compared to 1998. These increases have been result of the political and economic stability in the
region, where low inflation and currency strength have fostered strong cement and ready-mix
concrete demand from infrastructure projects, as well as from private housing, commercial and
tourist developments.  Our Central American and Caribbean operations' average domestic sales price
of cement increased 3.5% in Dollar terms for 1999 compared to 1998 due to favorable market
conditions.

Our Philippine operations consist of Rizal and APO, and their results of operations were
consolidated into ours for the year ended December 31, 1999, but not for the year ended December
31, 1998. Our Philippine operations had net sales of Ps1.16 billion in 1999 and operating income
of Ps24 million. The Philippine construction sector contracted 2.8% in 1999.  Both public and
private investment in infrastructure projects remained depressed, reflecting the continuing effects
of the 1997 Asian economic crisis, which are still felt in the Philippines. Cement demand in the
Philippines decreased 6% in 1999 compared to 1998, primarily as a result of reduced spending by
the Philippine government on infrastructure projects. Despite this decrease in government spending
on infrastructure, construction activity in 1999 was primarily attributable to government spending,
while private sector activity continued to lag during that period.  Cement demand and prices reached
their lowest levels of the Asian economic crisis period during the third quarter of 1999. During the
fourth quarter of 1999, cement demand and prices began to recover slightly.  The low level of
Philippine cement prices are partially the result of a competitive price war among Philippine cement
producers that was a response to an industry-wide capacity expansion. In response to these adverse
market conditions, we have implemented cost-cutting measures in our Philippine operations.

Cost of Sales 

Our cost of sales, including depreciation, increased 3% from Ps24,728 million in 1998 to
Ps25,581 million in 1999.  The increase in cost of sales was attributable primarily to increased sales
volumes. As a percentage of sales, cost of sales decreased from 57.8% in 1998 to 55.7% in 1999.
The decrease in cost of sales as a percentage of sales was attributable primarily to a decline in
production costs, particularly energy-related costs. 

Gross Profit 

For the reasons mentioned above, our gross profit increased by 13% from Ps18,039 million
in 1998 to Ps20,333 million in 1999.  Our gross margin increased to 44.3% in 1999 from 42.2% in
1998. Of the 2.1% increase in our gross profit margin, approximately 50.4% is attributable to
stronger pricing in 1999, approximately 33.8% is attributable to greater sales volumes in 1999 as
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compared to 1998, approximately 11.8% is attributable to the consolidation in 1999 of our operations
in the Philippines, Egypt and Costa Rica, and the remaining 3.9% is attributable to the decline in
production costs. 

Operating Expenses 

As a percentage of sales, our administrative and selling expenses declined slightly, from
14.9% in 1998 to 14.5% in 1999. 

Operating Income 

For the reasons described above, our operating income increased 17% from Ps11,673 million
in 1998 to Ps13,661 million in 1999.  Our operating margin increased to 29.8% in 1999, from 27.3%
in 1998.

Comprehensive Financing Income (Cost) 

Year Ended

December 31,

    1998         1999     

(in millions of 

constant Pesos) 

Net com prehen sive financ ing cost:

Financial expen se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps (4,810) Ps (4,639)

Financial income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 372 299

Foreign exchange gain (loss), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,195) 262

Gain (los s) on valu ation of m arketable  securities an d other in vestme nts . . . . (266) 89

Mon etary pos ition gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .       5,589      3,714

Net comp rehensive financ ing cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps (1,310) Ps   (275) 

  

Our net comprehensive financing cost improved from Ps1,310 million in 1998 to Ps275
million in 1999.  The components of the improvement are set forth below.  Our financial expense
was Ps4,639 million for 1999, a decrease of 4% from Ps4,810 million in 1998.  The decrease was
partially a result of lower debt and lower average interest rates in 1999 as compared to 1998.  Our
financial income decreased 20% from Ps372 million in 1998 to Ps299 million in 1999.  The decrease
was primarily a result of lower average interest rates and lower temporary investment positions.  The
foreign exchange component of comprehensive financing income (cost) improved substantially, from
a loss of Ps2,195 million in 1998 to a gain of Ps262 million in 1999.  This improvement was
primarily attributable to a 3.9% appreciation of the Peso against the Dollar in 1999 compared to a
22.7% depreciation of the Peso against the Dollar in 1998.  Our gain (loss) from valuation of
marketable securities increased from a loss of Ps266 million in 1998 to a gain of Ps89 million for
1999.  The increase was primarily due to lower average interest rates.  Our monetary position gain
decreased from Ps5,589 million during 1998 to Ps3,714 million during 1999.  This decrease was
primarily a result of the decrease in the inflation index in 1999 as compared to 1998. 
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Net Other Expenses 

Our net other expenses for 1999 were Ps2,823 million, an 87% increase over Ps1,508 million
in 1998.  This increase was primarily attributable to (1) the impairment provisions taken during 1999
on certain assets and (2) a decrease in gains from asset sales in 1999 compared to 1998.  During
1999, as a result of our rationalization activities, we recorded an impairment charge of approximately
Ps600 million on several of our operating plants in Mexico and Colombia.  As of December 31,
1999, these impaired assets were not in use and their depreciation was suspended.  See Note 8 to our
consolidated financial statements included elsewhere in this annual report.  In 1998, we sold the
Alcalá cement plant located in Seville, Spain and its related assets resulting in a gain from asset sales
of approximately Ps326 million. 

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

Our tax expenses, consisting of income taxes and business assets tax, increased from Ps458
million in 1998 to Ps650 million in 1999.  Our average statutory income tax rate in 1999 was
approximately 35%. Our effective tax rate was 6.2% in 1999 compared to 5.2% in 1998.  The low
effective rate in both periods primarily resulted from the utilization of tax loss carry-forwards to
offset taxable income attributable primarily to Mexico.  Employees’ statutory profit sharing
increased from Ps200 million during 1998 to Ps364 million during 1999.  See Note 15 to our
consolidated financial statements included elsewhere in this annual 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 attributable
to those of our subsidiaries in which non-affiliated third parties hold interests. Changes in minority
interest net income in any period reflect changes in (1) 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 (2)
consolidated net income attributable to those subsidiaries. 

Our consolidated net income (before deducting the portion allocable to minority interests)
for 1999 increased by 17%, to Ps9.8 billion from Ps8.3 billion in 1998, primarily as a result of the
increase in our operating income and the decrease in comprehensive financing cost, which was
partially offset by the increases in net other expenses and income tax.  The percentage of
consolidated net income allocable to minority interests increased from 4.7% in 1998 to 5.5% in
1999, primarily as a result of (1) the increased profitability of some of our subsidiaries that are not
wholly owned during 1999 compared to 1998, (2) the decrease in the minority ownership interest
in our loss producing Colombian operations during 1999 compared to 1998, resulting in a smaller
portion of the Colombian operation's losses being allocated to minority interest, thereby increasing
the percentage of consolidated net income allocable to minority interests, and (3) the relatively minor
effects of (a) our contribution of Rizal and APO to CEMEX Asia Holdings (which decreased our
ownership interest in those companies to 86% and 60%, respectively), and (b) the new minority



66 

interest arising from our consolidation of our Egyptian operations (in which as of December 31,
1999, minority shareholders held a 23% interest) for one month of 1999. Majority interest net
income increased by 16%, from Ps8.0 billion in 1998 to Ps9.2 billion in 1999.  As a percentage of
net sales, majority interest net income increased from 18.6% in 1998 to 20.2% in 1999. 

1998 Compared to 1997 

Net Sales 

Our sales increased 11% from Ps38,506 million in 1997 to Ps42,767 million in 1998.  This
increase was largely attributable to stronger pricing and greater domestic demand in nearly all of our
markets.  Our cement sales volume increased 3% from 38.1 million tons in 1997 to 39.1 million tons
in 1998, and ready-mix concrete sales volumes increased 18% from 12.4 million cubic meters in
1997 to 14.6 million cubic meters in 1998.  During 1997, the approximate percentage of our sales
to our total net sales from Mexico was 40%, from Spain was 17%, from Venezuela was 11%, from
the United States was 10%, from Colombia was 9% and from other regions and trading was 13%.
In 1998, the approximate percentage of our sales, to our total net sales from Mexico was 41%, from
Spain was 19%, from Venezuela was 11%, from the United States was 11%, from Colombia was
6%, and from other regions and trading was 12%.

Our Mexican operations’ domestic gray cement sales volumes increased 7% during 1998
compared to 1997.  Our Mexican operations’ ready-mix concrete sales volumes increased 27%
during 1998 compared to 1997.  This increase in our Mexican operations’ domestic gray cement
sales volumes and ready-mix sales volumes was primarily attributable to greater private sector
demand resulting from continued strength in the housing sector of the Mexican economy, which
typically accounts for approximately 60% of Mexican cement demand.  Primarily as a result of the
decrease in cement exports to Asia following the onset of the Asian economic crisis, our Mexican
operations’ cement export volumes, which represented 10% of our Mexican cement sales volumes
in 1998, decreased 44.5% during 1998 compared to 1997.  Of our Mexican operations’ cement
export volumes during 1998, 43% was shipped to the United States, 30% to the Caribbean and 27%
to Central and South America.  Our Mexican operations’ average cement price in Mexico increased
13.7% in constant Peso terms in 1998 compared to 1997, and the average ready-mix concrete price
increased 7.6% in constant Peso terms during the same period.

Our Spanish operations’ domestic cement sales volumes increased 14.6% during 1998
compared to 1997, and ready-mix concrete sales volumes increased 19.3% during the same period.
The increase in domestic cement and ready-mix concrete sales volumes was primarily attributable
to strong demand in the housing and non-residential sectors of the Spanish economy and increased
public works spending. Our Spanish operations’ cement export volumes decreased 3.8% during 1998
compared to 1997, as cement production was targeted to meet domestic demand.  Of our Spanish
operations’ total cement export volumes during 1998, 70% was shipped to the United States, 12%
to Africa, 12% to Europe and 6% to the Middle East.  In addition, our Spanish operations’ average
domestic sales price of cement increased 2.5% in nominal Peseta terms during 1998 compared to
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1997, and the average sales price of ready-mix concrete increased 2.4% in nominal Peseta terms
during the same period. 

Our Venezuelan operations’ domestic cement sales volumes increased 10.6% during 1998
compared to 1997, and ready-mix concrete sales volumes increased 24% during the same period.
The increase in domestic cement sales volumes was primarily attributable to increased private sector
demand, and the increase in ready-mix concrete sales volumes was primarily attributable to increased
domestic demand.  Our Venezuelan operations’ cement export volumes decreased 14.1% during
1998 compared to 1997, as cement production was targeted to meet increased domestic demand due
to several factors including: 

• our participation in a railroad concession project; 

• increased private sector spending; 

• increased long-term investment in the petroleum sector; and 

• Vencemos’ award of the cement supply contract for the Carauchi dam project in Eastern
Venezuela. 

Of our Venezuelan operations’ total cement export volumes during 1998, 61.2% was shipped
to the United States, 24.8% to the Caribbean, 11.6% to South America and 2.4% to Central America.
In addition, our Venezuelan operations’ average domestic sales price of cement decreased 11% in
constant Bolivar terms during 1998 compared to 1997, and the average sales price of ready-mix
concrete decreased 2.7% in constant Bolivar terms during the same period. 

Our Colombian operations’ results were negatively affected by lower cement and ready-mix
concrete prices in 1998 compared to 1997.  During 1998, our Colombian operations’ average sales
price of cement declined by approximately 13.8% in constant Colombian Peso terms compared to
1997 and the average sales price of ready-mix concrete decreased by approximately 5.2% in constant
Colombian Peso terms during the same period.  The decline in cement and ready-mix concrete prices
was primarily the result of increased competition and decreased demand for cement in 1998
compared to 1997.  The declines in cement and ready-mix concrete prices were only partially offset
by increased cement and ready-mix concrete sales volumes in 1998 compared to 1997. 

Our United States operations’ cement sales volumes, which include cement purchased from
our other operations, increased 20.8% during 1998 compared to 1997, and ready-mix concrete sales
volumes increased 13% during the same period.  The increase in cement sales volumes and ready-
mix concrete sales volumes were primarily the result of strong demand in Texas, California and
Arizona. Sales volumes of aggregates increased 26% in 1998 compared to 1997.  In addition, our
United States operations’ average sales price of cement increased 8.9% in Dollar terms during 1998
compared to 1997, the average sales price of ready-mix concrete increased 5.1% in Dollar terms
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during the same period, and the average sales price of aggregates decreased 0.4% in Dollar terms
during the same period.

Cost of Sales 

Our cost of sales, including depreciation, increased 5% from Ps23,569 million in 1997 to
Ps24,728 million in 1998.  The increase in cost of sales was attributable primarily to increased sales
volumes.  As a percentage of sales, cost of sales decreased from 61.3% in 1997 to 57.8% in 1998.
The decrease in cost of sales as a percentage of sales was attributable primarily to a decline in
production costs, particularly energy-related costs, and changes in product mix, among other factors.

Gross Profit 

Our gross profit increased by 20.9% from Ps14,910 million in 1997 to Ps18,039 million in
1998.  Our gross margin increased to 42.2% in 1998 from 38.7% in 1997.  Of the 3.5% increase in
our gross profit margin, approximately 30% is attributable to greater domestic sales volumes in 1998
as compared to 1997, 52% is attributable to stronger pricing in 1998, and the remaining 18% is
attributable to the decline in production costs, particularly energy related costs.

Operating Expenses 

As a percentage of sales, our administrative and selling expenses declined slightly from
15.1% in 1997 to 14.9% in 1998. 

Operating Income 

For the reasons described above, our operating income increased 28.3% from Ps9,099 million
in 1997 to Ps11,673 million in 1998.  Our operating margin increased to 27.3% in 1998, from 23.6%
in 1997.
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Comprehensive Financing Income (Cost) 
Year ended

Decem ber 31, 

    1997         1998     

(in millions of 

constant Pesos) 

Net comprehensive financing  income (cost):

Financial expen se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps (5,184) Ps (4,810)

Financial income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 378 372 

Foreign exchange loss, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (120) (2,195)

Gain (los s) on valu ation of m arketable  securities an d other in vestme nts . . . . . . . 674 (266)

Mon etary pos ition gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .      5,865     5,589 

Net com prehen sive financ ing incom e (cost) . . . . . . . . . . . . . . . . . . . . . . . . .  Ps 1,613 Ps(1,310) 

  
Our net comprehensive financial income (cost) decreased from an income of Ps1,613 million

in 1997 to a cost of Ps1,310 million in 1998.  The components of the net decrease are as set forth
below. Our financial expense was Ps4,810 million in 1998, a decrease of 7.2% from Ps5,184 million
in 1997.  The decrease was partially a result of lower debt in 1998 as compared to 1997.  Our
financial income decreased 1.6% from Ps378 million in 1997 to Ps372 million in 1998.  Our net
foreign exchange loss increased substantially, from Ps120 million in 1997 to Ps2,195 million in
1998.  This increase was primarily attributable to the greater depreciation of the Peso against the
Dollar in 1998 compared to 1997.  The Peso depreciated by 2.4% in 1997 and by 22.7% in 1998
against the Dollar.  Our gain (loss) from valuation of marketable securities decreased from a gain
of Ps674 million in 1997 to a loss of Ps266 million for 1998.  The decrease was primarily due to the
gain in 1997 of Ps380 million resulting from the termination of put and call spread options on our
equity securities and the volatility of the Mexican stock market in 1998.  Our monetary position gain
decreased from Ps5,865 million during 1997 to Ps5,589 million during 1998.  This decrease was
primarily a result of lower debt in 1998 as compared to 1997.

Net Other Expenses 

Our net other expenses for 1998 were Ps1,508 million, a 7.9% increase over the Ps1,398
million in 1997.  This increase was primarily attributable to other income in 1997 resulting from the
cancellation of provisions for taxes recorded in 1996.

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

Our tax expense, consisting of income taxes and business assets tax, decreased from Ps509
million in 1997 to Ps458 million in 1998.  Our average statutory income tax rate in 1998 was
approximately 35%.  Our effective tax rate was 5.2% in 1998 compared to 5.5% in 1997.  The low
effective rate in both periods primarily results from the utilization of tax loss carry-forwards to offset
taxable income attributable primarily to Mexico.  Employees’ statutory profit sharing increased from
Ps166 million during 1997 to Ps200 million during 1998.  See Note 15 to our consolidated financial
statements included elsewhere in this annual report.
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Majority Interest Net Income 

For the reasons described above, consolidated net income for 1998 decreased by 5.3%, to
Ps8,352 million from Ps8,817 million in 1997.  Changes in majority interest net income in any
period reflect changes in consolidated net income and changes in the percentage of minority
ownership during the period.  That percentage is determined by the percentage of stock of our
subsidiaries held by non-affiliated third parties as of the end of each month during the relevant
period.

The percentage of minority ownership decreased from 1997 to 1998.  Minority interest net
income decreased 63.9% from Ps1,084 million in 1997 to Ps391 million in 1998, primarily as a
result of the change in the accounting for some equity derivative financing transactions, which
resulted in our no longer recording them as minority interest, and the acquisition of minority interests
in several subsidiaries.  As a result of the foregoing changes, majority interest net income increased
2.9%, from Ps7,733 million in 1997 to Ps7,961 million in 1998.  As a percentage of net sales,
majority interest net income decreased from 20.1% in 1997 to 18.6% in 1998.

Liquidity and Capital Resources 

Operating Activities 

We have met our operating liquidity needs primarily through resources provided from
operations of our subsidiaries and expect to continue to do so for both the short-term and long-term.
Our net resources provided by operating activities were  Ps12.9 billion in 1997, Ps12.0 billion in
1998 and Ps14.7 billion in 1999. 

Financing Activities 

As of December 31, 1999, we had U.S.$4.4 billion (Ps41.6 billion) of total debt, of which
approximately 23.6% was short-term and 76.4% was long-term. As of that date, 79.3% of our
consolidated debt was Dollar-denominated, 14% was Euro or Peseta-denominated, 0.1% was
Colombian Peso-denominated, 1.0% was Philippine Peso-denominated and 5.4% was Egyptian
Pound-denominated.  The weighted average interest rates paid by us in 1999 were 8.5% on our
Dollar-denominated debt, 3.9% on our Euro or Peseta-denominated debt, 19.8% on our Colombian
Peso-denominated debt, 13.5% on our Philippine Peso-denominated debt and 10.5% on our Egyptian
Pound-denominated debt. The ratio of total indebtedness, including some non-balance sheet
obligations used to calculate this ratio for financial covenant purposes, to total capitalization as of
December 31, 1999 was approximately 44.1% and as of December 31, 1998 was approximately
46.6%.

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,
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forward contracts, forward lending facilities and equity swap transactions.  Additionally, we and our
subsidiaries have issued notes, commercial paper, bonds and putable capital securities.

Most of our outstanding indebtedness has been incurred to finance our acquisitions and to
finance our capital investment programs. Two of our principal Mexican subsidiaries have provided
guarantees of our indebtedness in the amount of U.S.$2.1 billion (Ps19.9 billion), as of December
31, 1999.  That amount includes subsidiary guarantees of our purchase obligation with respect to the
9.66% Putable Capital Securities.  See “Risk Factors—Our ability to pay dividends and repay debt
depends on transfers of income and dividends from our subsidiaries,” and “—We have incurred and
will continue to incur debt, which could have an adverse effect on the price of our CPOs and ADSs.”

As of December 31, 1999, we and our subsidiaries had lines of credit totaling Ps37.4 billion
at annual rates of interest ranging from 5.4% to 12.8%, in accordance with the currency in which
they were negotiated, which do not require compensating balances.  The unused amounts of those
lines of credit totaled approximately Ps27.5 billion as of December 31, 1999.  In addition to these
lines of credit, from time to time we borrow money from banks and other financial institutions.

The debt instruments in respect of our indebtedness contain various covenants which, among
other things, require us to maintain specific financial ratios, restrict asset sales and dictate the use
of proceeds from the sale of assets.  These restrictions may limit our ability to respond to market
conditions or to meet extraordinary capital needs or otherwise may restrict corporate activities.
These restrictions may adversely affect our ability to finance our future operations or capital needs
or to engage in other business activities, such as acquisitions, which may be in our interest.

Over the past several years, we have sought and obtained waivers and amendments from
lenders to our financing agreements with lenders to our Mexican operations and our Mexican
noteholders relating to the maintenance of financial ratios and other covenants in our financing
agreements.  Some of our subsidiaries have also obtained waivers of limitations on indebtedness and
capital expenditures and other covenants under existing debt instruments.  These waivers for our
subsidiaries are typically requested and granted for limited periods, after which either a further
waiver is requested or compliance makes a further waiver unnecessary.  Compliance with these
ratios is usually tested on a quarterly basis, and certificates relating to compliance are usually
required after the financial statements for those quarters become available.  We have also sought and
obtained amendments to some of our other debt agreements.  In addition, in order to implement the
offering of the 9.66% Putable Capital Securities and the sale of the Colombian operations to
Valenciana, Valenciana was required to obtain waivers from some of its lenders and amendments
to some of its debt instruments, including an amendment to its credit facility.

If we were unable to obtain any required waivers, holders of our indebtedness would be able
to accelerate the maturity of that indebtedness which, in turn, could constitute a default under our
other indebtedness.  Those defaults could trigger our obligations to make payments of principal,
interest and other amounts under that indebtedness, which could have a material adverse effect on
our financial condition.  As of December 31, 1999, we were in compliance with or had obtained
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waivers in connection with all the financial covenants in our own and our subsidiaries' financing
agreements.  We believe that we have good relations with our lenders and the lenders to our
subsidiaries, and nothing has come to our attention that would lead us to believe that future waivers,
if required, would not be forthcoming.  However, we cannot assure you that future waivers would
be forthcoming, if requested.

The scheduled maturities of our debt as of December 31, 1999, approximately 79.3% of
which was denominated in Dollars, are summarized as follows:

     Total debt  

(in billions of

constant Pesos as of

December 31, 2000)

Year ending December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 9.8

Year ending December 31, 2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.5

Year ending December 31, 2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.3

Year ending December 31, 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.5

Year ending December 31, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.1

Year ending December 31, 2005 and thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.4

Ps41.6

Equity Derivative Financing Transactions 

From time to time, we enter into equity swap transactions with financial institutions and their
affiliates as part of which some of our subsidiaries deposit shares of our capital stock into trusts in
exchange for cash.  In most cases, the securities held in those trusts are treated as having been owned
by an unaffiliated third party.  We, or our designee, usually have the option to acquire a portion of
these securities at various settlement dates.  We usually retain all dividend and voting rights
associated with these securities.  We periodically review the possibility of exercising our option to
acquire the shares underlying these equity swap transactions on the settlement dates.  Depending on
our overall liquidity position and available financing alternatives at the time, we could decide to
exercise our option or to negotiate an extension of these transactions for another period.  See “Risk
Factors—We have incurred and will continue to incur debt, which could have an adverse effect on
the price of our CPOs, ADSs, ADWs and appreciation warrants.”

In July 1995, we sold a portion of the capital stock of Valenciana to a bank under an equity
swap transaction in exchange for Ptas40 billion.  In August 1997, this transaction was initially
refinanced for a notional amount of U.S.$320 million.  As of December 31, 1998, the transaction had
a notional amount of U.S.$422.5 million.  In the first quarter of 1999, a renegotiation of this
transaction was finalized for a notional amount of U.S.$500 million (Ps4.8 billion).  As of December
31, 1999, the shares subject to this transaction represented 24.8% of the outstanding capital stock
of Valenciana.  We retain economic and voting rights over these shares and have an option to acquire
these shares in June 2001 for an aggregate price of U.S.$500 million.  If we do not exercise our
option, the voting and economic rights to these shares will pass to the swap counterparty.  The terms
of the transaction provide that we may, together with our banks, agree to extend this transaction for
an additional two years.  All shares subject to this equity swap transaction are treated as having been
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owned by an unaffiliated third party, thereby creating a minority interest of 24.8% in Valenciana's
consolidated stockholders' equity when consolidated into our consolidated stockholders' equity as
of December 31, 1999.  Since Valenciana is the owner of our interests in Vencemos, Cementos
Diamante, Samper, CEMEX USA, Cementos Nacionales, Cemento Bayano, Rizal, Gresik, APO,
Cementos Bio Bio and Cementos del Pacífico, this minority interest is also applicable with respect
to the shareholders' equity in each of these companies, until such time (if any) as we exercise our
option to reacquire the shares subject to the equity swap transaction.  If we were to fail to exercise
that option, the minority interest would no longer be reversible.

Based on our experience in replacing our prior equity swap transactions, we anticipate that
we will either replace or extend the currently outstanding equity derivative financing transaction on
Valenciana’s shares or exercise our options to acquire the shares underlying that transaction on the
settlement date, depending on our overall liquidity position and available financing alternatives.
Under Mexican GAAP, this transaction is not recorded as debt on our balance sheet and is recorded
as minority interest.

Some of the equity derivative financing transactions have required that we subject additional
shares of stock to the arrangement if the value of the stock subject to the transaction decreases below
minimum thresholds.  Furthermore, the equity derivative financing transactions typically provide
for periodic payments to be made in respect of the notional amounts of those transactions, reflecting
the cost of providing capital to us over the life of the transaction.  See “Risk Factors—Our use of
equity derivative financing and other financing may have adverse effects on the market for our
securities and our subsidiaries' securities and may adversely affect our ability to achieve operating
efficiencies as a combined group.”

In December 1999, we sold to our shareholders, members of our board of directors and other
executives 105,000,000 appreciation warrants, including appreciation warrants sold to our ADS
holders in the form of American Depositary Warrants, or ADWs, each ADW representing five
appreciation warrants.  Holders of appreciation warrants are entitled to receive the number of CPOs
or ADSs equal to the appreciation value related to one CPO.  If the average price of our CPOs
reaches the following levels prior to December 13, 2002, the appreciation warrant maturity date, the
appreciation warrants will be redeemed for CPOs or ADSs at the following appreciation values:

• U.S.$3.80, if the average price of our CPOs equals or exceeds U.S.$10.00 in the period from
December 13, 1999 to December 12, 2001.

• The difference between the average price of one CPO on December 13, 2001 and U.S.$6.20,
if the average price of our CPOs on such date equals or exceeds U.S.$8.00, not to exceed
U.S.$3.80.

• U.S.$1.80, if the average price of our CPOs equals or exceeds U.S.$8.00 in the period from
December 14, 2001 though December 12, 2002.
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If the appreciation warrants are not redeemed prior to the appreciation warrant maturity date, on the
appreciation warrant maturity date each appreciation warrant will be redeemed for CPOs or ADSs
equal to the following appreciation value:

• The difference between the average price of our CPOs on December 13, 2002, the
appreciation warrant maturity date, and U.S.$6.20.

In order to hedge our obligations under the appreciation warrants and to provide us with
financing on terms we believe are advantageous, in December 1999, we entered into forward
contracts with a number of banks and other financial institutions, referred to as the banks.  Under
the forward contracts, the banks purchased from us 21,000,000 of our ADSs and 33,751,566 shares
(or 12.2%) of the common stock of Valenciana for an aggregate purchase price of approximately
U.S.$905.7 million, or the notional amount. Absent a default under the forward contracts, the banks
are required to deliver to us a number of ADSs and Valenciana shares equal to that sold to them on
December 13, 2002, against payment of the forward purchase price.  The forward purchase price
payable at any time under the forward contracts is the notional amount accreted at a fixed annual rate
of interest.  The forward contracts provide for early delivery of ADSs and Valenciana shares to us
in specified circumstances.  We have made to the banks an advance payment of approximately
U.S.$439.9 million of the forward purchase price, and we are required to make periodic payments
during the life of the forward contracts and upon the occurrence of specified events.  Absent a default
under the forward contracts, the banks are required to deliver ADSs to us, without payment, in an
amount corresponding to the approximate appreciation value payable, if any, on the appreciation
warrants.  During the life of the forward contracts, we will make additional periodic prepayments
if the current market value of the ADSs and Valenciana shares subject to the contracts is less than
120% of the mark-to-market of the discounted remaining forward purchase price.  In the absence of
a default under the forward contracts, the banks have agreed to pay to us an amount equal to any
dividends paid on the ADSs purchased by the banks upon the maturity or early termination of the
forward contracts.

For accounting purposes under Mexican GAAP, the portion of the forward contracts relating
to our ADSs is considered to be an equity transaction.  Therefore, future changes in the fair value
of the ADSs will not be recorded until settlement.  When we repurchase the ADSs upon settlement,
the cost of the forward contracts relating to our ADSs will be recorded as a decrease in stockholders’
equity.  The sale of the Valenciana shares to the banks and the immediate prepayment of the portion
of the forward purchase price relating to those shares is not considered to be a sale under Mexican
GAAP.  As a result, absent a default under the forward contracts, the transaction does not and will
not have any effect on minority interests, in either our income statements or our balance sheets.  We
retain all voting and economic rights with respect to the Valenciana shares purchased by the banks.

Although our obligations under the forward contracts are not treated as debt on our balance
sheet under Mexican GAAP, our net obligation is included as debt in the calculation of our debt to
total capitalization ratio covenants contained in our principal financing agreements, and we include
the net cost of the forward contracts in financial expenses. 
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In addition, in December 1995, we entered into a financial transaction in which one of our
Mexican subsidiaries transferred some of its cement assets to a trust, while simultaneously a third
party purchased a beneficial interest in the trust for approximately U.S.$123.5 million in exchange
for notes issued by the trust.  We have the right to reacquire these assets on various dates until 2007.
As of December 31, 1999, U.S.$104.6 million (Ps995 million) was outstanding under this
transaction.

Derivatives and Other Hedging Instruments 

Under procedures and controls established by our financial risk management team, 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 obligations in relation to these instruments.

The fair value of derivative financial instruments is based on estimated settlement costs or
quoted market prices.  The notional amounts of derivative financial instrument agreements are used
to measure interest to be paid or received and do not represent the amount of exposure to credit loss.

(Thousa nds of Dollars)

At

December 31, 1998

At

December 31, 1999

Notional

Amount

Fair

Value

Notional

Amount

Fair

Value

Maturity

Date

Derivative Instruments

Equity fo rward c ontracts . . . . . . . 220,638 (48,011) 222,719 89,650 May 2003

Foreign exchange forw ard

contracts . . . . . . . . . . . . . . . . . . 250,000 (60,848) 410,000 12,423 August 2003

Interest rate collars and swaps . . . 507,795 (22,001) 545,095 (12,085) October 2009

Equity basket derivative . . . . . . . . 5,766 (1,319) — — March 1999

Call options . . . . . . . . . . . . . . . . . — — 51,530 (15,427) October 2000

Warra nt-related fo rward c ontracts — — 606,005 122,690

December

2002

The equity derivatives, including the warrant-related forward contracts in the table above,
are accounted for as equity instruments, and gains and losses are recognized as an adjustment to
stockholders’ equity.  The currency forwards are accounted for at fair value as a hedge of our net
investments in foreign subsidiaries and therefore are included in the related foreign currency
translation adjustment and are recorded at their estimated market value and gains and losses are
recognized as an adjustment to stockholders’ equity.  The interest rate derivatives are accounted for
as an adjustment to the effective interest rate of the related debt.  The effects recorded in our income
statement of these interest rate derivatives amounted to a gain of Ps21.0 million in 1997, a gain of
Ps14.8 million in 1998, a gain of Ps55.8 million in 1999 and a gain of Ps8.3 million in the first
quarter of 2000.
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Interest Rate Risk 

The table below presents tabular information of our fixed and floating rate long-term Dollar-
denominated debt as of December 31, 1999. Average floating interest rates are calculated based on
forward rates in the yield curve as of December 31, 1999. Future cash flows represent contractual
principal payments. The fair value of our floating rate long-term debt is determined by discounting
future cash flows using borrowing rates currently available to us as of December 31, 1999 and is
summarized as follows:

Expected maturity dates as of December 31, 1999 

Long-term debt(1) 2001 2002 2003 2004 2005

After

2005 Total

Fair

Value

(Millions of Peso-equivalents of debt denom inated in Dollars) 

Variable  rate . . . . . . . . . Ps4,777 Ps4,277 Ps1,634 Ps1,934 763 Ps370 Ps13,755 Ps13,755

Averag e interest rate . . 8.4 % 8.5 % 8.5 % 8.6 % 8.7 % 8.7 %

Fixed rate . . . . . . . . . . . Ps3,202 Ps2,625 Ps509 Ps55 55 Ps4,918 Ps11,364 Ps11,821

Averag e interest rate . . 10.4 % 11.0 % 11.3 % 11.4 % 11.4 % 9.5 %

________________
(1) This table does not include our obligations under the forward contracts. 

As part of our strategy to manage financial cost, as of December 31, 1999, we have
negotiated interest rate collars for up to U.S.$50 million (Ps476 million) and Ptas7,500 million
(Ps431 million) in 1998 and Ptas2,500 million (Ps144 million) in 1999, of the debt negotiated at
variable rates based upon the London Interbank Offered Rate, or LIBOR, and the Madrid Interbank
Offered Rate, or MIBOR. As of December 31, 1999, the notional amount of these interest rate collar
contracts outstanding was U.S.$14.4 million (Ps137 million) and their related fair value was a Ps0.5
million loss. This transaction was terminated in March 2000.

Additionally, we have entered into a range of forward swap contracts covering up to
U.S.$405 million (Ps3.9 million) in 1998 and U.S.$80 million (Ps761 million) in 1999, to protect
the financial cost of debt negotiated at variable rates. As of December 31, 1999, the notional amount
of these contracts was U.S.$80 million (Ps761 million), and their related fair value was U.S.$0.2
million (Ps1.9 million) loss.  These forward swap contracts have quarterly cash settlements and
mature in 2001.  The potential change in the fair value as of December 31, 1999 that would result
from a hypothetical, instantaneous decrease of 50 basis points in the interest rates would be a loss
of approximately Ps6.3 million.

During 1999, we entered into interest rate swap contracts covering up to U.S.$450 million
(Ps4.3 billion) to convert the financial cost of debt negotiated at a fixed rate to a variable rate.  As
of December 31, 1999, the notional amount of these contracts was U.S.$450 million (Ps4.3 billion),
and their related fair value was a loss of U.S.$11.8 million (Ps112 million).  This contract has
quarterly and semi-annual cash settlements and matures in 2009.  The potential change in the fair
value as of December 31, 1999 that would result from a hypothetical, instantaneous increase of 50
basis points in the interest rates would be a loss of approximately U.S.$12.9 (Ps123 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, energy and
maintenance, overtime and cement prices are indexed to the Dollar/Peso exchange rate.  For the year
ended December 31, 1999, approximately 44% of our revenues were generated in Mexico, 15% in
Spain, 11% in the United States, 9% in Venezuela, 3% in Colombia, 7% in Central America and the
Caribbean, 2% in the Philippines, and 9% from other regions and our cement and clinker trading
activities.  As of December 31, 1999, long-term debt amounted to Ps31.8 billion, of which
approximately 79.1% was Dollar-denominated; therefore, there is a foreign currency exposure
arising from the Dollar-denominated debt and the currencies in which our revenues are settled in
most countries in which we operate.  Although we also have debt in other currencies, we generate
enough cash flow in those currencies to service that debt.  Therefore, we believe there is no material
foreign currency risk exposure with respect to that debt.

Additionally, we have outstanding foreign exchange forward contracts in order to hedge
against fluctuations in foreign exchange rates.  These contracts have been designed as a hedge on
our net investment in foreign subsidiaries.  The effects arising from these instruments are accounted
for as part of the translation effect of foreign subsidiaries.  As of December 31, 1999, the notional
amount of these foreign exchange contracts outstanding was U.S.$410 million (Ps3.9 billion) and
its related fair value was a U.S.$12.4 million (Ps118 million) gain.  These transactions mature in
2003.  The potential change in the fair value as of December 31, 1999 that would result from a
hypothetical, instantaneous devaluation of 10% in the exchange rate of the Peso against the Spanish
Peseta would be an approximately Ps391 million loss, which would be offset by a corresponding
foreign translation gain as a result of our net investment in Spain.

Equity Risk 

As of December 31, 1999, we have entered into equity forward contracts to buy 5,128,600
of our ADSs.  These transactions have been accounted for as equity transactions; therefore, gains and
losses are recognized in our stockholders’ equity when realized.  The transactions mature at different
maturity dates, ending in January 2001.  On December 31, 1999, the price of an ADS was
approximately U.S.$27.88 per ADS.  The potential change in the fair value as of December 31, 1999
that would result from a hypothetical, instantaneous decline of 10% in the price of the ADSs would
be a loss of approximately U.S.$11.2 million (Ps107 million).

As of December 31, 1999, we have entered into forward contracts to repurchase 21,000,000
of our ADSs.  These forward contracts have been accounted for as equity transactions; therefore,
gains and losses are recognized in our stockholders’ equity when realized.  The forward contracts
mature in December 2002.
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We have implemented voluntary employee stock options plans to give our executives and
directors the opportunity to invest in voluntary employee stock options.  Under these plans, we sell
call options to employees and enter into forwards with a third party on ADSs for the same amount
and strike prices.  As of December 31, 1999, we have voluntary stock options outstanding for
4,527,369 ADSs.  The call options are priced in Dollars and have a maturity of five years,
exercisable on specified dates at fixed strike prices.  The option premium paid by executives and
directors was 7% of the spot notional amount.

At December 31, 1999, we had call options to purchase 1,229,260 ADSs. We may exercise
these options during a period ending October 15, 2000, at a weighted average strike price of
U.S.$41.89 per ADS.  At December 31, 1999, these call options were out of the money. See Note
14 to our consolidated financial statements included elsewhere in this annual report. 

Investments, Acquisitions and Divestitures 

The transactions described below represent our principal investments, acquisitions and
divestitures completed during 1997, 1998, 1999 and 2000. 

Investments and Acquisitions 

In April 2000, we agreed to commit U.S.$20 million in financing to PuntoCom Holdings,
an e-business development accelerator of several internet projects for Latin America.  We hold an
80% ownership interest in PuntoCom Holdings.  Additionally, we agreed to commit U.S.$30 million
in PuntoCom Investments, a Delaware venture fund that will make e-business investments in Latin
America.  We own a 100% ownership interest in the capital of PuntoCom Investments, and
PuntoCom Investments has the right to co-invest in the companies of PuntoCom Holdings portfolio.

In March 2000, we agreed to invest U.S.$26 million to begin the construction of a new
grinding mill near Dhaka, Bangladesh.  The mill is being constructed with a production capacity of
approximately 500 thousand metric tons per year.  The facility is expected to begin operations in
March 2001.  We plan on supplying this mill with clinker from Gresik in Indonesia and from other
countries in the region. 

In November 1999, we acquired a 77% interest in Assiut Cement Company, Egypt’s largest
cement producer, for approximately U.S.$318.8 million.  In June 2000, we increased our interest in
Assiut to 90%.

In July 1999, we entered into shareholder and subscription agreements with institutional
investors to co-invest in CEMEX Asia Holdings Ltd., a subsidiary created to make cement
investments in Asia.  We and the institutional investors have initially agreed to contribute equity
capital of up to U.S.$1.2 billion to CEMEX Asia Holdings.  As of May 31, 2000, we have funded
approximately U.S.$490 million of our U.S.$929 million commitment by contributing to CEMEX
Asia Holdings our direct participations and economic benefits in Rizal and APO. Institutional



79 

investors have funded approximately U.S.$142 million of their total U.S.$271 million commitment
by contributing cash to CEMEX Asia Holdings.  As a result of these transactions, our economic
interest in Rizal was reduced to approximately 54% and our economic interest in APO was reduced
to approximately 77%.  Our economic interest in CEMEX Asia Holdings was reduced to 77.4%.
Some of the institutional investors are entitled to representation on the board of directors of CEMEX
Asia Holdings and also have the right to veto major corporate actions.  CEMEX Asia Holdings has
a right of first offer for our investments in many Asian countries, including the right to acquire our
interest in Gresik.  After a five year period, the institutional investors will have the right to sell their
interests in CEMEX Asia Holdings to third parties, after first giving us the opportunity to acquire
their interests.  If we do not acquire their interests and the sales proceeds received by the institutional
investors' for their interests is less than the greater of their cost or current value, then the institutional
investors will have the right to purchase from us a sufficient portion of our interest in CEMEX Asia
Holdings for a nominal amount and resell that interest, so that the aggregate proceeds to the
institutional investors equals the greater of the cost or current value of their interests.  We also have
the right to acquire from the institutional investors a portion of their interests in CEMEX Asia
Holdings in specified circumstances.  We receive a technical assistance fee from CEMEX Asia
Holdings or its subsidiaries in consideration for our providing them with support and technical
assistance.

In June 1999, we acquired an 11.9% interest in Cementos Bio Bio, S.A., Chile’s largest
cement producer, for approximately U.S.$34 million. 

In April 1999, we acquired a 15.8% interest in Cementos del Pacífico, a Costa Rican cement
producer, for approximately U.S.$8 million.  In September 1999, we increased our interest in
Cementos del Pacífico to 95.3% for approximately U.S.$72 million.

In February 1999, we acquired a 99.9% economic interest in APO for approximately
U.S.$400 million.  As a result of the CEMEX Asia Holdings transactions described above, our
economic interest in APO at March 31, 2000 was approximately 77%.

In December 1998, we increased our equity interest in our Colombian operations from
approximately 56% to 78%.  In the first quarter of 1999, we further increased our equity interest in
Cementos Diamante to 84% for a capital contribution of approximately U.S.$90 million (Ps861
million).  In December 1999, we further increased our equity interest in Cementos Diamante to
approximately 99.3% of its ordinary shares and 92.3% of its total shares.

In 1998, we acquired a 16.3% ownership interest in Gresik.  In 1999, we increased our
ownership interest in Gresik to approximately 25.5%.

In October 1997, we acquired for a purchase price of approximately U.S.$93 million a 30%
interest in Rizal, a Philippine cement producer.  In November 1998, we increased our economic
interest to 70% for approximately U.S.$130 million.  As a result of the CEMEX Asia Holdings



80 

transactions described above, our economic interest in Rizal at March 31, 2000 was approximately
54%.

In December 1995, we acquired a controlling interest in Cementos Nacionales, our
Dominican Republic operations, for a total purchase price of approximately U.S.$110 million.  As
of March 31, 2000, our 72.6% owned subsidiary Vencemos had an equity ownership interest of
100% in our Dominican Republic operations.

In addition to the above-mentioned acquisitions, our net investment in property, machinery
and equipment, as reflected in our consolidated statements of changes in financial position included
elsewhere in this annual report, excluding acquisitions of equity interests in subsidiaries and
affiliates, was approximately Ps3,402 million (U.S.$358 million) in 1997, Ps3,231 million (U.S.$340
million) in 1998 and Ps2,528 million (U.S.$266 million) in 1999.  This net 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 technology
updates.

We believe that it is important 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 is most likely to result in significant increases in
demand for cement.  As we have publicly announced, we have had preliminary discussions with
representatives of the government of Portugal to explore business opportunities in the near or
medium term with CIMPOR, an international cement company based in Portugal.  Although we
regularly consider opportunities for acquisitions and routinely engage in preliminary discussions in
connection therewith, no such discussions that may be currently ongoing have progressed beyond
the preliminary stages.

Divestitures 

In May 2000, we sold our 100% interest in the Marriott Casa Magna hotels in Cancun and
Puerto Vallarta, Mexico, as well as other property in Puerto Vallarta for approximately U.S.$116
million. 

In November 1998, Valenciana sold its Alcalá cement plant located in Seville, Spain and its
related assets for approximately U.S.$260 million (Ps2.6 billion). 

Year 2000 Issues 

We estimate that the total cost of our year 2000 program through December 31, 1999 has
been approximately U.S.$36 million.  We have allocated U.S.$7 million as a contingency reserve
that will be available throughout the year 2000.
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The Euro Conversion 

We have operations in Spain, which adopted the common “Euro” currency on January 1,
1999.  Until January 1, 2002, the Euro can only be used as transaction currency and on such date the
Euro will be the official currency of all Euro zone countries.

We have examined the risks of the Euro for our Spanish operations' business and markets.
We do not believe that the Euro conversion will have a material short-term impact on our business
or our market position, although we believe that the Euro will contribute to the ongoing convergence
of prices in Europe over the longer term.  In 1999, our Spanish sales amounted to 15% of our net
sales.  As of December 31, 1999, 14.0% of our consolidated debt was Euro or Peseta-denominated.

We do not expect our Spanish operations' exposure to currency risk to change materially as
a result of the introduction to the Euro. The impact of exchange rates of a non-Euro currency versus
the Euro will continue to depend on the actual exposure at the time of the risk assessment.

U.S. GAAP Reconciliation 

Our consolidated financial statements included elsewhere in this annual report have been
prepared in accordance with Mexican GAAP, which differ in some significant respects from U.S.
GAAP. Mexican companies, including CEMEX, are required, pursuant to Mexican GAAP (Bulletin
B-10 and Bulletin B-15), to present their financial statements in constant Pesos representing the
same purchasing power for each period presented.  The reconciliation to U.S. GAAP includes
reconciling items for the reversal of the effect of applying Bulletin B-15 for the restatement to
constant pesos as of December 31, 1999 of prior years and to reflect the effects of applying the Fifth
Amendment to Bulletin B-10.  These reconciling items have been included because these provisions
of inflation accounting under Mexican GAAP do not meet the consistent reporting currency
requirements of the SEC. Our reconciliation to U.S. GAAP does not include the reversal of other
Mexican GAAP inflation accounting adjustments, as these represent a comprehensive measure of
the effects of price level changes in the inflationary Mexican economy and, as such, is considered
a more meaningful presentation than historical cost-based financial reporting for both Mexican
GAAP and U.S. GAAP.

Majority net income under U.S. GAAP for the years ended December 31, 1997, 1998 and
1999 amounted to Ps7.1 billion, Ps5.6 billion and Ps5.4 billion, respectively, compared to majority
net income under Mexican GAAP for the years ended December 31, 1997, 1998 and 1999 of Ps.7.7
billion, Ps8.0 billion and Ps9.2 billion, respectively.  See Note 23 to our consolidated financial
statements included elsewhere in this annual report for a description of the principal differences
between Mexican GAAP and U.S. GAAP as they relate to us.

In June 1998, The Financial Accounting Standards Board issued SFAS 133, “Accounting for
Derivative Instruments and Hedging Activities”, which requires entities to recognize all derivatives
in their financial statements as either assets or liabilities measured at fair value.  SFAS 133 also
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specifies new methods of accounting for hedging transactions, prescribes the items and transactions
that may be hedged and specifies detailed criteria to be met to qualify for hedge accounting. SFAS
133 is currently scheduled to be effective for fiscal years beginning after June 15, 2000.  We are
currently evaluating the impact that SFAS 133 will have on our consolidated financial statements
and disclosures.
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Item 6 - Directors, Senior Management and Employees

Directors and Senior Management

Senior Management 

Set forth below are the name and position of each of our executive officers as of May 31,
2000.  The terms of office of the executive officers are indefinite. 

Lorenzo H. Zambrano
Chief Executive Officer Joined CEMEX in 1968. During his career with CEMEX, Mr.

Zambrano has been involved in all operational aspects of our
business.  He held several positions in the company prior to
his appointment as chief executive officer in 1985.  Mr.
Zambrano is a graduate of ITESM with a degree in
mechanical engineering and administration and holds an
M.B.A. from Stanford University.  Lorenzo H. Zambrano is
a nephew of Marcelo Zambrano Hellión, honorary chairman
of our board of directors.  He is also a first cousin of Lorenzo
Milmo Zambrano and Rogelio Zambrano Lozano, both
members of our board of directors, as well as of Rodrigo
Treviño, our chief financial officer. 

Mr. Zambrano has been a member of our board of directors
since 1979 and chairman of our board of directors since 1995.
He is also a member of the board of directors of Fomento
Económico Mexicano, S.A. de C.V., Empresas ICA, S.A. de
C.V., Alfa, S.A. de C.V., Cydsa, S.A., Vitro, S.A., and Grupo
Televisa, S.A.  He is chairman of the board of directors of
Consejo de Enseñanza e Investigación Superior, A.C., which
manages ITESM.  He is also a member of the Stanford
Business School's advisory group and a member of the board
of directors and of the executive committee of Grupo
Financiero Banamex Accival, S.A. de C.V.  In addition, he is
member of the board of directors of The Museum of Modern
Art, The Economic Development Institute of the World Bank,
Americas Society, Inc., Museo de Arte Contemporáneo, and
the Mexico-United States Commission for Educational and
Cultural Exchange.
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Héctor Medina,
Executive Vice President of
Planning and Finance Joined CEMEX in 1988. He has held several positions in the

company, including director of strategic planning from 1991
to 1994, president of CEMEX Mexico from 1994 to 1996,
and has served as executive vice president of planning and
finance since 1996.  He is a graduate of ITESM with a degree
in chemical engineering and administration.  He also received
a Masters of Science degree in management studies from the
University of Bradford Management Centre in England and
a Masters of Science diploma in Operations Research from
the Escuela de Organización Industrial in Spain in 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, S.A. de C.V., Commercial Director
at Direcplan, S.A. and Industrial Relations Sub-Director at
Hylsa, S.A. de C.V.

Armando J. García Segovia,
Executive Vice President
of Development 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, and executive vice president of development since
1996.  He is a graduate 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
Conek, S.A. de C.V. from 1981 to 1985 and Cydsa, S.A. from
1979 to 1981. He is a brother of Jorge García Segovia, an
alternate member of our board of directors, and a first cousin
of Rodolfo García Muriel, a member of our board of direc
tors.

Mr. Armando J. García Segovia has been a member of our
board of directors since 1983.  He also serves as a member of
the board of directors of Materiales Industriales de
Chihuahua, S.A. de C.V., Calhidra y Mortero de Chihuahua,
S.A. de C.V., Cementos de Chihuahua, S.A. de C.V.,
Construcentro de Chihuahua, S.A. de C.V., Control
Administrativo Mexicano, S.A. de C.V., Compañía Industrial
de Parras, S.A. de C.V., Fábrica La Estrella, S.A. de C.V.,
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Prendas Textiles, S.A. de C.V., Telas de Parras, S.A. de C.V.,
Canacem, Confederación Patronal de la República Mexicana,
Centro Patronal de Nuevo León, and Instituto Mexicano del
Cemento y del Concreto.  He is also chairman of the board of
directors of Centro de Estudios del Sector Privado para el
Desarrollo Sostenible.

Mario de la Garza,
Vice President of 
Administration Joined CEMEX in 1965 and has held several positions in the

company, including director of accounting from 1985 to
1989, director of affiliates from 1989 to 1994, and director of
administration from 1994 to 1996, when he was named vice
president of administration.  He is a graduate in philosophy
and C.P.A. from Universidad Autónoma de Nuevo León and
attended the ''Programa de Alta Dirección de Empresas, AD2''
IPADE (Instituto Panamericano de Alta Dirección de
Empresas).

Francisco Garza,
President of CEMEX
North America and Trading Joined CEMEX in 1988 and has served as vice president of

trading from 1990 to 1992, president of CEMEX USA from
1992 to 1994, president of Vencemos and Cemento Bayano
from 1994 to 1996, president of CEMEX Mexico and
CEMEX USA from 1996 to 1998, when he was appointed
president of the North American region and trading.  He is a
graduate in business administration of ITESM and holds an
M.B.A. from the Johnson School of Management at Cornell
University.  Previously, he was employed from 1982 to 1984
at Alfa, S.A. de C.V. and from 1984 to 1988 at Hylsa, S.A. de
C.V.

José Luis Sáenz de Miera,
President of CEMEX 
Europe and Asia Joined Valenciana in 1993 as general director of

administration and finance.  In 1994 he was appointed
president of Valenciana.  Mr. Sáenz de Miera has served as
president of the Europe and Asia region since 1998.  He is a
graduate in economic sciences from Universidad
Complutense de Madrid and public accountant from Instituto
de Censores Jurados de Cuentas in Spain.  Previously, he was



86 

employed from 1973 to 1993 at KPMG Peat Marwick, since
1982 as partner and since 1988 as deputy senior partner.

Victor Romo,
President of CEMEX South 
America and the Caribbean Joined CEMEX in 1985 and has served as director of

administration of Valenciana from 1992 to 1994, general
director of administration and finance of Valenciana from
1994 to 1996, president of Vencemos from 1996 to 1998, and
president of the South American and Caribbean region since
1998.  He is a graduate in public accounting and holds a
master's degree in administration and finance from ITESM.
Previously, he worked for Grupo Industrial Alfa, S.A. de C.V.
from 1979 to 1985.

Rodrigo Treviño,
Chief Financial Officer Joined CEMEX in 1997 and has served as chief financial

officer since then.  He holds both bachelor and master of
science degrees in 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 1995.  Rodrigo Treviño is a first cousin of
Lorenzo H. Zambrano, our chief executive officer and
chairman of our board of directors. 

Ramiro G. Villarreal,
General Counsel Joined CEMEX in 1987 and has served as general counsel

since then, and also has served as secretary of our board of
directors since 1995.  He is a graduate of the Universidad
Autónoma de Nuevo León with a degree in 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.

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. 
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Lorenzo H. Zambrano,
Chairman See ''—Senior Management.'' 

Marcelo Zambrano Hellión,
Honorary Chairman Mr. Marcelo Zambrano Hellión has been a member of our

board of directors since 1957, chairman of our board of
directors from 1979 to 1995, and honorary chairman of our
board of directors since 1995.  He also serves as president of
Cerámica Industrial de Monterrey, S.A., de C.V., and General
de Cerámica, S.A.  He is also a member of the board of
directors of Consejo Industrial de Nuevo León, Consejo
Empresarial de América Latina, Seguros La Comercial, S.A.,
Club Industrial, A.C. and Grupo Serfin-OBSA (Regional
Board).  He is the father of Rogelio Zambrano Lozano, a
member of our board of directors, and an uncle of Lorenzo
Milmo Zambrano, a member of our board of directors, and
Lorenzo H. Zambrano, chairman of our board of directors and
our chief executive officer.

Eduardo Brittingham Sumner Mr. Eduardo Brittingham Sumner has been a member of our
board of directors since 1967.  He is also general director of
Laredo Autos, S.A. de C.V., and of Auto Express Rapido
Nuevo Laredo, S.A. de C.V.  He is a member of the board of
directors of Consorcio Industrial de Exportación, S.A. de
C.V., and an alternate member of the board of directors Vitro,
S.A.  He is father of Tomás Brittingham Longoria, an
alternate member of our board of directors.

Lorenzo Milmo Zambrano Mr. Lorenzo Milmo Zambrano has been a member of our
board of directors since 1977.  He also serves as general
director of Inmobiliaria Ermiza, S.A. de C.V. and as a
member of the board of directors of  Seguros la Comercial,
S.A., Banco Santander Mexicano, S.A. (Regional), Nacional
Financiera S.N.C. and Bancomer, S.A. (Regional).  He is a
nephew of Marcelo Zambrano Hellión, honorary chairman of
our board of directors, and a first cousin of Lorenzo H.
Zambrano, chairman of our board of directors and our chief
executive officer, and a first cousin of Rogelio Zambrano
Lozano, a member of our board of directors.

Armando J. García Segovia See “—Senior Management.” 
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Rodolfo García Muriel Mr. Rodolfo García Muriel has been a member of our board
of directors since 1985.  He is also the chief executive officer
and chairman of the board of directors of Compañía Industrial
de Parras, S.A. de C.V. and chairman of the board of directors
of Parras Cone de México, S.A. de C.V., Lavapar, S.A. de
C.V., and vice-chairman of the board of directors of the
Cámara Nacional de la Industria Textil.  He is also a member
of the board of directors of Parras Williamson, S.A. de C.V.,
Telas de Parras, S.A. de C.V., Prendas Textiles, S.A. de C.V.,
Iusacell, S.A. de C.V., Iusa-GE, S. de R.L., Cambridge Lee
Industries Inc., Industrias Unidas, S.A., Apollo Operadora de
Sociedades de Inversión, S.A. de C.V., and Sinkro, S.A. de
C.V. Rodolfo García Muriel is a first cousin of Armando J.
García Segovia, executive vice president of development of
CEMEX and a member of our board of directors, and Jorge
García Segovia, an alternate member of our board of
directors.

Rogelio Zambrano Lozano Mr. Rogelio Zambrano Lozano has been a member of our
board of directors since 1987.  He is also a member of the
consultive board of Grupo Financiero Banamex Accival, S.A.
de C.V. Zona Norte.  Rogelio Zambrano Lozano is the son of
Marcelo Zambrano Hellión, honorary chairman of our board
of directors.  He is also a first cousin of Lorenzo H.
Zambrano, chairman of our board of directors and our chief
executive officer, and of Lorenzo Milmo Zambrano, a
member of our board of directors.

Roberto Zambrano Villarreal Mr. Roberto Zambrano Villarreal has been a member of our
board of directors since 1987.  He is chairman of the board of
directors of Desarrollo Integrado, S.A. de C.V.,
Administración Ficap, S.A. de C.V., Aero Zano, S.A. de
C.V., Ciudad Villamonte, S.A. de C.V., Focos, S.A. de C.V.,
C & I Capital, S.A. de C.V., Industrias Diza, S.A. de C.V.,
Inmobiliaria Sanni, S.A. de C.V., Inmuebles Trevisa, S.A. de
C.V., Servicios Técnicos Hidráulicos, S.A. de C.V., and
Mantenimiento Integrado, S.A. de C.V.  He is a member of
the board of directors of S.L.I. de México, S.A. de C.V.,
Compañía de Vidrio Industrial, S.A. de C.V., Radio Digital
220, S.A. de C.V., Eicon, S.A. de C.V. and
Telecomunicaciones Públicas y Privadas, S.A. de C.V.  He is
a brother of Mauricio Zambrano Villarreal, an alternate
member of our board of directors. 
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Bernardo Quintana Isaac Mr. Bernardo Quintana Isaac has been a member of our board
of directors since 1990.  He is chief executive officer and
chairman of the board of directors of Grupo ICA, S.A. de
C.V., and a member of the board of directors of Teléfonos de
México, S.A. de C.V., Grupo Financiero Banamex Accival,
S.A. de C.V., Grupo Financiero Inbursa, S.A. de C.V., Grupo
Carso, S.A. de C.V., and Grupo Maseca, S.A. de C.V. He is
also a member of the Consejo Mexicano de Hombres de
Negocios.

Dionisio Garza Medina Mr. Dionisio Garza Medina has been a member of our board
of directors since 1995.  He is also chairman of the board and
chief executive officer of Alfa, S.A. de C.V. and chairman of
the board of Hylsamex, S.A. de C.V., and of Sigma
Alimentos, S.A. de C.V.  He is a member of the board of
directors of Vitro, S.A., Cydsa, S.A., Seguros Comercial
América, S.A., and Grupo Financiero Bancomer, S.A. de C.V.
He is also a member of Consejo Mexicano de Hombres de
Negocios, the consultive committee of the School of Business
of Harvard University, and the David Rockefeller Center for
Latin American Studies and the consultive committee of the
New York Stock Exchange.  He is also chairman of the
executive board of the Universidad de Monterrey, A.C. 

Alfonso Romo Garza Mr. Alfonso Romo Garza has been a member of our board of
directors since 1995.  He is chairman of the board and chief
executive officer of Pulsar Internacional, S.A. de C.V., Savia,
S.A. de C.V., Seguros Comercial América, S.A. de C.V., and
Empaques Ponderosa, S.A. de C.V. and Seminis Inc.  He is
also a member of the board of Nacional de Drogas, S.A. de
C.V. and Grupo Maseca S.A. de C.V.  He is an external
advisor of the World Bank Board for Latin America and the
Caribbean, and member of the board of The Donald Danford
Plant Science Center. 
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Alternate Directors 

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

Jorge García Segovia Mr. Jorge García Segovia has been an alternate member of
our board of directors since 1985.  He is also a member of the
board of directors of Compañía Industrial de Parras, S.A. de
C.V., Vitro Vidrio Plano, S.A., ABA Seguros, S.A., and
director of Vector Casa de Bolsa, S.A. de C.V.  He is a
brother of Armando J. García Segovia and a first cousin of
Rodolfo García Muriel, both members of our board of
directors.

Tomás Brittingham Longoria Mr. Tomás Brittingham Longoria has been an alternate
member of our board of directors since 1987.  He is also the
chief executive officer of Laredo Autos, S.A. de C.V.  He is
a son of Eduardo Brittingham Sumner, a member of our board
of directors.

Mauricio Zambrano Villarreal Mr. Mauricio Zambrano Villarreal has been an alternate
member of our board of directors since 1995.  He is also
general vice-president of Desarrollo Integrado, S.A. de C.V.,
chairman of the board of directors of Empresas Falcón, S.A.
de C.V. and Trek Associates, Inc., secretary of the board of
directors of Administración Ficap, S.A. de C.V., Aero Zano,
S.A. de C.V., Ciudad Villamonte, S.A. de C.V., Focos, S.A.
de C.V., Compañía de Vidrio Industrial, S.A. de C.V., C & I
Capital, S.A. de C.V., Industrias Diza, S.A. de C.V.,
Inmobiliaria Sanni, S.A. de C.V., Inmuebles Trevisa, S.A. de
C.V., Praxis Accesorios, S.A. de C.V. and Servicios Técnicos
Hidráulicos, S.A. de C.V., and a member of the board of
directors of Sylvania Lighting International México, S.A. de
C.V., Invercap, S.A. de C.V. and Precision Auto Care, Inc.
He is a brother of Roberto Zambrano Villarreal, a member of
our board of directors.

Examiner

Luis Santos de la Garza Mr. Luis Santos de la Garza was an alternate director of our
board from 1987 to 1988, and has been our examiner since
1989.  He is also a member of the board of directors of Grupo
Industrial Ramírez, S.A. de C.V. and Productora de Papel,
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S.A. de C.V., founding partner of Bufete de Abogados
Santos-Elizondo-Cantú-Rivera-González-De la Garza, S.C.,
and a Senator of Mexico for the State of Nuevo León.

Alternate Examiner 

Fernando Ruiz Arredondo Mr. Fernando Ruiz Arredondo has been our alternate
examiner since 1981. 

Compensation of Our Directors and Senior Management  

For the year ended December 31, 1999, the aggregate amount of compensation we paid, or
our subsidiaries paid, to all members of our board of directors, alternate members of our board of
directors, statutory auditors and senior managers as a group was approximately Ps132,704,824.
Approximately Ps51,296,173 of this amount was paid pursuant to a bonus plan based on our
performance. 

Employee Stock Option Plan 

In 1995, we adopted a stock option plan under which we are authorized to grant to members
of our board of directors, members of our senior management and employees options to acquire up
to 216,300,000 shares.  As of December 31, 1999, options to acquire 47,000,318 CPOs had been
granted under the plan at a weighted average nominal exercise price of Ps38.8 per CPO and options
representing 5,924,788 CPOs had been exercised. Each of the outstanding options vests at a rate of
25% per year on each of the first four anniversaries of the date of its grant and expires on the tenth
anniversary of that date.

Employees

See Item 4 - "Information on the Company - Employees."

Share Ownership

See Item 7 - "Major Shareholders and Related Party Transactions - Principal Shareholders".

Item 7 - Major Shareholders and Related Party Transactions

Principal Shareholders

As of May 31, 2000, the following of our directors and members of our senior management
beneficially owned more than one percent of our capital stock:
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Name

Number of

A shares 

Percentage of

outstanding

A shares (1)

Number of

B shares

Percentage of

outstanding

B shares (1)

Number of

CPO s 

Percentage of

outstanding

CPO s   

Fernando Ruiz Arredondo 0 0.00% 0 0.00% 25,738,199 1.90%

Marcelo Zambrano Hellión 0 0.00% 0 0.00% 16,665,022 1.23%

Lorenzo Milmo Zambrano 0 0.00% 0 0.00% 14,134,825 1.04%

__________________

(1)  Excludes th e numb er of outstanding  A shares and  B shares held in th e form of C POs.

As of  May 31, 2000, our senior management and directors and their immediate families owned,
collectively, approximately 5.06% of our outstanding shares, including shares underlying CPOs.  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.  In addition as of  May 31, 2000, through our subsidiaries, we owned approximately 8.8%
of our outstanding shares, including shares in the form of CPOs. We believe that this gives our management
effective control. 

Other than the CPO trust and the shares and CPOs owned by our subsidiaries, we are not aware of
any person that owns more than five percent of any class of our voting securities.  We are not directly or
indirectly controlled by another corporation or a government.

As of March 31, 2000, approximately 130.1 million CPOs, representing approximately 9.6% of our
outstanding CPOs and 8.8% of our outstanding voting stock, were held by some of our subsidiaries, and an
additional 160 million CPOs, representing approximately 11.8% of our outstanding CPOs and 10.8% of our
outstanding voting stock, were held subject to equity derivative and other transactions.  These CPOs are
voted at the direction of our management.  From time to time, our subsidiaries are active participants in the
trading market for our capital stock and, as a result, the levels of our CPO and share ownership by those
subsidiaries are likely to fluctuate. 

Our articles of association and by-laws, or estatutos sociales, provide that our board of directors must
authorize in advance any transfer of voting shares of our capital stock which would result in any person, or
group acting in concert, becoming a holder of 2% or more of our voting shares. 

As of March 31, 2000, our outstanding capital stock consisted of 2,959,807,812 Series A shares and
1,479,903,906 Series B shares, in each case including shares held by our subsidiaries. 

As of March 31, 2000, a total of 2,710,289,594 Series A shares and 1,355,144,797 Series B shares
were held by the CPO trust. Each CPO represents two Series A shares and one Series B share.  A portion
of the CPOs is 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 shares
held 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. 
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As of May 31, 2000, the following options to acquire our securities were outstanding: 

Title of security
underlying option

Number of CPOs
underlying options

Expiration
date  

Per CPO exercise price
of options   

CPOs 28,612,586 2005-2009 Ps20.00-42.22

CPOs 21,992,013 2002-2009 U.S.$7.90-9.62

CPOs 22,586,020 2003-2004 U.S.$2.81-6.46

As of  May 31, 2000, our senior management and directors held the following options to acquire our
securities: 

Title of security
underlying options

Number of CPOs
underlying options

Expiration 
date

Per CPO exercise price
of options

CPOs 6,359,286 2005-2009 Ps20.00-42.22

CPOs 9,022,043 2002-2009 U.S.$7.90-9.62

CPOs 11,562,774 2003-2004 U.S.$2.81-6.46

As of  May 31, 2000, our employees held the following options to acquire our securities: 

Title of security
underlying options

Number of securities
underlying options

Expiration
date

Exercise price
of options

CPOs 22,253,300 2005-2009 Ps20.00-42.22

CPOs 12,969,970 2002-2009 U.S.$7.90-9.62

CPOs 11,023,246 2003-2004 U.S.$2.81-6.46

In addition to the options mentioned above, as of  May 31, 2000, our senior management and
directors owned, collectively, approximately  30.3% of our outstanding appreciation warrants.  In addition,
as of  March 31, 2000, through our subsidiaries, we owned approximately 3.5 % of our outstanding
appreciation warrants.  If the average price of our CPOs reaches specified levels on or prior to December
13, 2002, the appreciation warrants will be redeemed for CPOs or ADSs at specified appreciation values.
See "Management's Discussion and Analysis of Financial Condition and Results of Operations — Liquidity
and Capital Resources — Equity Derivative Financing Transactions" for a description of the appreciation
warrants. 

Mexican securities authority regulations, Circular 11-14, provide that our majority-owned
subsidiaries may not directly or indirectly invest in our CPOs and 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 us if 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.  The Mexican securities authority has not instituted any
proceedings or, to the best of our knowledge, threatened to levy any fines or to take any action that would
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require disposition of the CPOs or of any other securities representing our capital stock.  Notwithstanding
the foregoing, the exercise of all rights pertaining to our CPOs or to other securities representing our capital
stock in accordance with the instructions of our subsidiaries does not violate any provisions of our bylaws
or the bylaws of our subsidiaries and the holders of these CPOs or of other securities representing our capital
stock are entitled to exercise the same rights relating to their CPOs or other securities representing our
capital stock, including all voting rights, as any other holder of the same series of our CPOs or of other
securities representing our capital stock.

Related Party Transactions

Mr. Bernardo Quintana Isaac, a member of our board of directors, is chief executive officer and
chairman of the board of directors of Grupo ICA, S.A. de C.V., a large Mexican construction company.  In
the ordinary course of our business we extend financing to Grupo ICA for varying amounts at market rates,
as we do to other customers.

Item 8 - Financial Information

Consolidated Financial Statements and Other Financial Information

See Item 18 - "Financial Statements" and "Index to Consolidated Financial Statements."

Legal Proceedings

See Item 4 - "Information on the Company - Regulatory Matters and Legal Proceedings."

CEMEX Dividends

A declaration of any dividend by CEMEX is made by our shareholders at a general 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 earnings included in financial statements that have been approved by our shareholders, after all
losses have been paid for, a legal 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, all
shareholders, excluding Mexican corporations, that receive a dividend in cash or in any other form are
subject to a withholding tax.  See “Taxation —Mexican Tax Considerations.”  Since we conduct our
operations through our subsidiaries, we have no significant assets of our own except for our investments in
those subsidiaries.  Consequently, our ability to pay dividends to our shareholders is dependent upon our
ability to receive funds from our subsidiaries in the form of dividends, management fees, or otherwise.
Some of our credit agreements and debt instruments and some of those of our subsidiaries contain provisions
restricting our ability, and that of those subsidiaries, as the case may be, to pay dividends if some financial
covenants are not maintained.  As of December 31, 1999, we and our subsidiaries were in compliance with,
or had obtained waivers in connection with, those covenants.  See “Risk Factors—We have incurred and
will continue to incur debt, which could have an adverse effect on the price of our CPOs, ADSs, ADWs and



95 

appreciation warrants” and “—Our use of equity derivative financing may have adverse effects on the
market for our securities and our subsidiaries' securities and may adversely affect our ability to achieve
operating efficiencies as a combined group.”

Although our board of directors currently intends to continue to recommend an annual dividend on
the common stock, the recommendation whether to pay and the amount of those dividends will continue to
be based upon, among other things, earnings, cash flow, capital requirements and our financial condition
and other relevant factors.  On April 27, 2000, at our annual shareholders' meeting our board of directors
recommended and our shareholders approved our most recent dividend, equal to Ps1.5 (U.S.$0.15) per CPO.

Owners of ADSs on the applicable record 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. The depositary
will fix a record date for the holders of ADSs in respect of each dividend distribution. Unless otherwise
stated, the 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 depositary, to pay those dividends to holders of ADSs in Dollars.  We cannot
assure holders of our ADSs that the depositary will be able to convert dividends received in Pesos into
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, 1999.  Dividends declared at each year's annual shareholders' meeting are reflected as
dividends of the preceding year.

Dividends Per Share
Constant Pesos Dollars 

1995 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.29 0.03
1996 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 
1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.39 0.04

1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.44 0.05
1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.50 0.05

At our 1999 annual shareholders' meeting, which took place on April 27, 2000, our board of directors
recommended and the shareholders approved a dividend of Ps1.5 (U.S.$0.15) per CPO; instead of receiving
that dividend in cash, shareholders were entitled to elect to receive a stock dividend per CPO of Ps1.5 worth
of additional CPOs at a price of Ps32.20 per additional CPO.  As a result of that dividend, approximately
59 million additional CPOs were issued and an aggregate of U.S.$34 million was paid in cash.

At our 1998 annual shareholders' meeting, which took place on April 29, 1999, our board of directors
recommended and the shareholders approved a dividend of Ps0.44 (U.S.$0.05) per share; shareholders were
entitled to elect to receive additional shares instead of receiving that dividend in cash, with the number of
additional shares issued per share instead of the cash dividend based upon a price of Ps11.45 (U.S.$1.20)
per additional share.  As a result of that dividend, 142,137,348 additional shares were issued and an
aggregate of Ps259 million was paid in cash.  
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At our 1997 annual shareholders' meeting, which took place on April 23, 1998, our board of directors
recommended and the shareholders approved a dividend of Ps0.39  (U.S.$0.04) per share; shareholders were
entitled to elect to receive additional shares instead of receiving that dividend in cash, with the number of
additional shares issued per share instead of the cash dividend based upon a price of Ps12.72 (U.S.$1.3) per
additional share.  As a result of that dividend, 98,634,951 additional shares were issued and an aggregate
of Ps338 million was paid in cash.

We did not declare or pay dividends in 1996; rather management recommended, and our
shareholders approved, a share repurchase program.  As a result of that share repurchase program, as of
December 31, 1997, we had repurchased 72 million CEMEX shares for an amount of approximately Ps1.2
billion.

Significant Changes

No significant change has occurred since the date of our consolidated financial statements included
in this annual report.

Item 9 - Offer and Listing

Market Price Information

A shares, B shares, CPOs and appreciation warrants are listed on the Mexican Stock Exchange.  Our
CPOs trade under the symbol “CEMEX.CPO” and our appreciation warrants trade under the symbol
"CMX212EDC059."  As a result of the exchange offer, the trading of our A shares and B shares
substantially declined and were last traded on the Mexican Stock Exchange on December 28, 1999, under
the symbols “CEMEX.A” and “CEMEX.B,” respectively.  ADSs and ADWs are listed on the NYSE. Our
ADSs trade under the symbol “CX” and our ADWs trade under the symbol "CX.WS."  The following table
sets forth, for the periods indicated, the reported highest and lowest market quotations in nominal Pesos for
A shares, B shares, CPOs and appreciation warrants on the Mexican Stock Exchange and the high and low
sales prices in Dollars for ADSs and ADWs on the NYSE.
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Calendar Period A Shares(1) B Shares(1) CPOs(1) ADSs(2) appreciation

warrants(3)

ADWs(4)

High Low High Low High Low High Low High Low High Low

1995

First quarter . . . . . . . Ps8.20 Ps3.49 Ps8.67 Ps3.73 Ps24.60 Ps10.58 — — — — — —

Second quarter . . . . . 7.47 4.80 7.77 4.97 22.20 14.10 — — — — — — 

Third quarter . . . . . . 9.83 7.05 10.40 7.40 29.60 21.10 — — — — — — 

Fourth quarter . . . . . . 8.90 6.20 9.67 6.50 26.70 18.60 — — — — — — 

1996

First quarter . . . . . . . 10.10 8.00 10.92 8.57 30.35 23.80 — — — — — —

Second quarter . . . . . 10.23 7.93 11.00 8.60 30.90 23.80 — — — — — — 

Third quarter . . . . . . 10.03 8.15 11.13 8.83 30.25 24.30 — — — — — — 

Fourth quarter . . . . . . 9.93 8.63 10.92 9.37 29.85 25.80 — — — — — — 

1997

First quarter . . . . . . . 11.15 9.72 12.23 10.07 33.60 28.20 — — — — — — 

Second quarter . . . . . 11.67 8.67 13.10 9.62 35.20 25.90 — — — — — — 

Third quarter . . . . . . 14.47 11.40 16.53 12.82 43.40 34.20 — — — — — — 

Fourth quarter . . . . . . 13.73 7.90 15.60 7.97 41.25 19.00 — — — — — — 

1998

First quarter . . . . . . . 12.87 9.67 15.93 11.17 39.00 27.90 — — — — — — 

Second quarter . . . . . 14.27 10.97 17.13 12.98 43.40 33.50 — — — — — — 

Third quarter . . . . . . 13.23 5.31 15.47 6.10 39.90 16.00 — — — — — — 

Fourth quarter . . . . . . 9.07 6.43 10.57 7.07 27.10 18.40 — — — — — — 

1999 — — — — — — 

First quarter . . . . . . . 13.17 5.97 13.38 6.63 39.10 17.90 — — — — — — 

Second quarter . . . . . 16.60 12.92 16.77 13.00 50.00 38.70 — — — — — — 

Third quarter . . . . . . 16.50 14.00 16.70 15.50 49.75 38.50 US$24.38 US$22.50 — — — — 

Fourth quarter . . . . . . 15.20 13.54 15.20 13.54 53.10 37.50 28.13 19.25 Ps8.26 Ps5.00 U.S.$4.13 U.S.$2.56

2000
First quarter
Second quarter
 (Through June 21, 2000)

—

__

—

__

—

__

—

__

53.80

45.90

39.20

37.80

28.75

24.63

20.75

19.50

8.50

7.20

5.50

4.00

4.75

3.50

2.50

2.44

1999

December — — — — Ps53.10 Ps45.60U.S.$28.13 U.S.$24.25 Ps8.26 Ps5.00 U.S.$4.13 U.S.$2.56

2000

January — — — — 53.80 41.75 28.75 21.63 8.50 6.10 4.50 2.94

February — — — — 46.20 40.05 24.50 21.38 7.00 5.50 4.00 2.88

March — — — — 50.90 39.20 27.63 20.75 8.00 5.80 4.75 2.50

April — — — — 45.90 37.80 24.63 20.13 7.20 5.00 3.50 2.69

May — — — — 42.20 38.65 22.25 19.94 5.50 4.00 3.13 2.63

______________
Source: Based on data of the Mexican Stock Exchange and the NYSE. 

(1) As of December 31, 1999, approximately 88.3% of our outstanding share capital was represented by CPOs (including CPOs held in the
form of ADSs). The consummation of the exchange offer resulted in a substantial decline in the trading volume of our A shares and B
shares on the Mexican Stock Exchange.

(2) The ADSs began trading on the NYSE on September 15, 1999. 

(3) The appreciation warrants began trading on the Mexican Stock Exchange on December 13, 1999.

(4) The ADWs began trading on the NYSE on December 13, 1999.
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On June 21, 2000, the reported closing price for CPOs on the Mexican Stock Exchange was Ps42.35
per CPO; and the reported closing price for ADSs on the NYSE was U.S.$21.56 per ADS. 

On December 28, 1999, the reported closing prices for A shares and B shares on the Mexican Stock
Exchange were Ps15.20 per A share and Ps15.20 per B share.

Item 10 - Additional Information

Memorandum and Articles of Association

General 

Pursuant to the requirements of the Mexican corporation law, our articles of incorporation and by-
laws, or estatutos sociales, 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.  We are a global cement manufacturer, with
operations in North, Central and South America, Europe, the Caribbean, Asia and Africa. We plan to
continue focusing in our core business, the production and sale of cement and ready-mix concrete. We have
reorganized and simplified our operations around cement and ready-mix concrete while divesting other
unrelated business. We believe that this strategic focus has enable 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 articles of association state
that the A shares may not be held by non-Mexican persons, groups, units or associations that are foreign or
have participation by foreign governments or their agencies.  Our articles of association 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 above, holders of the A shares and the B shares have the same rights and obligations. 

At an extraordinary general meeting of our shareholders held on April 28, 1994, our shareholders,
upon recommendation of our board of directors, authorized: 

• our transformation from a fixed capital corporation to a variable capital corporation in
accordance with Mexican corporation law; 

• three-for-one split of all our outstanding capital stock; and 

• creation of a variable capital account which resulted in the issuance of 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. 
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As a result of these actions, our corporate name was changed from CEMEX, S.A. to CEMEX, S.A.
de C.V., and a fixed capital account and a variable capital account were established. Each of our fixed and
variable capital accounts are comprised of A shares and B shares.  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:

• 95% of the average market value of those shares on the Mexican Stock Exchange obtained
for a period of 30 trading days preceding the date on which the exercise of the redemption
option is effective; and the book value of those shares at the end of the fiscal year that
includes the date that shareholder exercises its option to have its  shares redeemed as set forth
in our annual financial statements approved at the ordinary meeting of the shareholders. 

If a shareholder exercises its redemption option during the first three quarters of a fiscal year, that
exercise is 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.  The redemption
price is payable as of the day following the annual ordinary meeting of shareholders at which the relevant
annual financial statements were approved.  Shareholder authorization is required 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.  The market does not distinguish between the fixed and variable
capital stock of a particular series.  For example, the fixed and variable A shares trade as a single series on
the Mexican Stock Exchange. 

On September 15, 1999, we effected a stock split. For every one of our shares of any series we issued
two series A shares and one series B share. All share and per share amounts have been adjusted to give
retroactive effect to this stock split. Concurrently with the stock split, we also consummated an exchange
offer to exchange ADSs and CPOs for our then existing A shares, B shares and ADSs and converted our then
existing CPOs into CPOs.  As a result, as of December 31, 1999, approximately 88.3% of our outstanding
share capital was represented by CPOs.

As of December 31, 1999, after giving effect to the three to one share split effected on September
15, 1999, our capital stock consisted of 4,795,212,915 shares.  A shares represented 66.66% of our capital
stock, or 3,196,808,610 shares, of which 2,959,216,418 shares were subscribed and paid, 105,241,768 shares
were treasury shares and 132,350,424 were authorized for issuance pursuant to our stock option plans, but
which had not yet been paid.  B shares represented 33.33% of our capital stock, or 1,598,404,305 shares,
of which 1,479,608,209 were subscribed and paid, 52,620,884 shares were treasury shares, and 66,175,212
were authorized for issuance pursuant to our employee stock option plans, but which had not yet been paid.
Of the total of our A shares and B shares, 3,267,000,000 shares correspond to the fixed portion of our capital
stock and 1,528,212,915 shares correspond to the variable portion of our capital stock. 
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Changes in Capital Stock and Preemptive Rights 

Our articles of association allow for a change in the amount of our capital stock if it is approved by
our shareholders at a shareholders' meeting, as long as the A shares represent at least 64% of the ordinary
common stock.  Additional shares of our capital stock, having no voting rights or limited corporate rights,
are authorized by our articles of association and may be issued upon the approval of our shareholders at a
shareholders' meeting, with the prior approval of the Mexican securities authority.

Our articles of association provide that shareholders have preemptive rights in proportion to the
number of shares of our capital stock they possess, before any increase in the number of outstanding A
shares, B shares, or any other existing series of shares, as the case may be except in the case of common
stock issued in connection with mergers or upon the conversion of convertible notes and debentures or as
set forth in Article 81 of the Mexican securities market law.  Preemptive rights give shareholders the right,
upon any issuance of shares by CEMEX, to purchase a sufficient number of shares to 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 the articles of association provide that this period must
be within 15 days following the publication of the notice of the capital increase in the Periódico Oficial del
Estado.  With the prior approval of the Mexican securities authority, an extraordinary shareholders' meeting
may approve the issuance of common stock to be issued in connection with a public offering.  At that
meeting, holders of our common stock may 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 against an increase cannot be effected.

In accordance with our articles of association, our board of directors must authorize in advance any
transfer of voting shares of our capital stock which would result in any person or group becoming a holder
of 2% of more of our shares.  If our board of directors denies that authorization, it must designate an
alternative buyer for those shares, at a price equal to the price quoted on the Mexican Stock Exchange.

Repurchase Obligation

In accordance with Mexican securities authority regulations, our majority shareholders are obligated
to make a public offer for the purchase of stock to the minority shareholders if the listing of our stock with
the Mexican Stock Exchange is canceled, either by resolution of CEMEX or by an order of the Mexican
securities authority.  The price at which the stock must be purchased by the majority shareholders is the
higher of:

• the average quotation price for the 30 days prior to the date of the offer; or 

• the book value, as reflected in the last quarterly report filed with the Mexican securities authority
and the Mexican Stock Exchange. 

The majority shareholders are not bound to make the repurchase if all our shareholders agree to
waive that right.  This provision has been included in our articles of association, and may not be amended
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without the consent of holders of at least 95% of our capital stock and the prior approval of the Mexican
securities authority. 

Shareholders' Meetings and Voting Rights 

Shareholders' meetings may be called by: 

• our board of directors or the statutory auditors; 

• shareholders representing at least 33% of the then outstanding shares of our capital stock by
requesting our board of directors or the statutory auditors to call a meeting; 

• any shareholder if no meeting has been held for two consecutive years or when the matters
referred to in Article 181 of the Mexican corporation law have not been dealt with; or 

• a Mexican court in the event our board of directors or the statutory auditors do not comply
with the valid request of the shareholders indicated above. 

Notice of shareholders' meetings must be published in the official gazette for the state of Nuevo
León, México or any major newspaper located in the City of Monterrey, Nuevo León, México.  That notice
must be published at least 15 days prior to the date of any shareholders' meeting.

General shareholders' meetings can be ordinary or extraordinary.  At every general shareholders
meeting, each holder of A shares and B shares is 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
nationals 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 years to consider the approval of a report of our board of directors regarding our
performance and our financial statements for 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.  The alternate director
appointed by the minority holders may only substitute for the director appointed by that minority. 

Extraordinary shareholders' meetings may be called at any time to deal with any of the matters
specified by Article 182 of the Mexican corporation law, which include, among other things: 

• extending our corporate existence; 

• our early dissolution; 

• increasing or reducing our fixed capital stock; 
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• changing our corporate purpose; 

• changing country of incorporation; 

• changing our capital structure; 

• a proposed merger; 

• issuing preferred shares; 

• redeeming our own shares and issuing preferred shares; 

• any other amendment to our articles of association; and 

• any other matter for which a special quorum is required by law or by our articles of
association. 

The foregoing matters may only be dealt with at extraordinary shareholders' meetings. 

In order to vote at a meeting of shareholders, shareholders must appear on the list that Indeval, and
the Indeval participants holding shares on behalf of the shareholders, prepare prior to the meeting or must
deposit prior to that meeting the certificates representing their shares at our offices or in a Mexican credit
institution or brokerage house, or foreign bank approved by our board of directors to 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 will verify that the person in
whose favor any certificate of deposit was issued is named in our share registry and will issue an admission
pass authorizing that person's attendance at the meeting of shareholders.

A shareholder's 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 a majority 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.

Under Mexican law, holders of at least 33% 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 aside, 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 articles of association.  Relief under
these provisions is only available to holders who were entitled to vote on, or whose rights as shareholders
were adversely affected by, the challenged shareholder action and whose shares were not represented when
the action was taken or, if represented, voted against 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 this type, the persons against whom that
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action is brought will immediately cease to be directors.  Additionally, shareholders representing not less
than 33% of the outstanding shares may directly exercise that action against the directors; provided that:

• those shareholders shall not have voted against exercising such action at the relevant
shareholders' meeting; and 

• the claim covers all of the damage alleged to have been caused to CEMEX and not merely
the damage suffered by the plaintiffs. 

Any recovery of damage with respect to these actions will be for the benefit of CEMEX and not that
of the shareholders bringing the action. 

Registration and Transfer 

Our common stock is evidenced by share certificates in registered form with registered dividend
coupons attached.  Our shareholders may hold their shares in the form of physical certificates or through
institutions that have certificates deposited 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 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. 

Directors' and Shareholders' Conflict of Interest 

Under Mexican law, any shareholder that has a conflict of interest with respect to any transaction
must abstain from voting on that transaction at the relevant shareholders' meeting.  A shareholder who votes
on a transaction in which its interest conflicts with ours may be liable for damages in the event 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 us in any transaction must
disclose that fact to the other directors and abstain from voting.  Any director who violates those provisions
will be liable for damages.  Additionally, our directors and statutory auditors may not represent shareholders
in the shareholders' meetings. 

Withdrawal Rights 

Whenever the shareholders approve a change of corporate purposes, change of nationality of the
corporation or transformation from one form of corporate organization to another, the Mexican corporation
law provides that any shareholder entitled to vote on that change that has voted against it may withdraw
from CEMEX and receive the amount calculated as specified in the Mexican general corporation law



104 

attributable to its shares, provided that it exercises that right within 15 days following the adjournment of
the meeting at which the change was approved. 

Dividends 

At the annual ordinary general meeting of shareholders, our board of directors submits our financial
statements together with a report on them by our board of directors and the statutory auditors, to our
shareholders for approval.  The holders of 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.  Some debt agreements to which some of our subsidiaries are subject contain
restrictions on payments to CEMEX including dividends.

Liquidation Rights 

In the event we are liquidated, the surplus assets remaining after payment of all our creditors will
be divided among our shareholders in 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 shareholders, sell the
surplus assets and divide the proceeds among our shareholders or put the surplus assets to any other uses
agreed to by a majority of our shareholders voting at an extraordinary shareholders' meeting.

Repurchase Option 

If our shareholders decide at a general extraordinary shareholders meeting that we should do so, we
may purchase our outstanding shares for cancellation.  We may also repurchase our equity securities on the
Mexican Stock Exchange at the then prevailing market prices in accordance with the Mexican securities
market law.  Our articles of association provide for the possibility of share redemptions, where approved
by our board of directors.  When we make a share repurchase, our capital stock must be reduced accordingly.
The requirements described in this paragraph do not apply to purchases of our equity securities by our
subsidiaries and affiliates.

Material Contracts

On September 17, 1998, we and the Republic of Indonesia, represented by its Minister of
Finance, entered into a Conditional Sale and Purchase Agreement relating to our acquisition from the
Republic of Indonesia of a 14% interest in Gresik for U.S.$115 million.  We completed this acquisition in
October 1998.  Under the terms of the agreement, the Republic of Indonesia has the contractual right until
October 2001 to require us to purchase all or a portion of its remaining 51% interest in Gresik for a purchase
price of up to U.S.$418 million, depending on the size of the interest sold, plus interest accrued at 8.2% per
annum.  The agreement also gives us the right to appoint two members to each of the board of directors and
the board of commissioners of Gresik.
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On February 5, 1999, we, Sunward and Mexcement Holdings N.V., two of our subsidiaries, Ruxpin
Limited and Milaco, S.A., each a special purpose entity, and Société Générale, Sucursal en España, as agent
for a group of banks, entered into an Amended and Restated Master Agreement relating to the renegotiation
of the equity swap transaction pursuant to which Sunward transferred a portion of its holdings of the capital
stock of Valenciana to the banks in exchange for Ptas40 billion.  On that same date, Ruxpin, Société
Générale and the other banks entered into a U.S.$500,000,000 Facility Agreement relating to the
renegotiation of the equity swap transaction. As of December 31, 1999, the shares subject to this transaction
represented 24.8% of the outstanding capital stock of Valenciana.  We retain economic and voting rights
over these shares and have an option to acquire these shares in June 2001 for an aggregate price of U.S.$500
million.  If we do not exercise our option, the voting and economic rights to these shares will pass to the
banks.

On June 30, 1999, our subsidiary Valenciana, as borrower, Valenciana's material subsidiaries, as
guarantors, Banco Bilbao Vizcaya, S.A., Banco de Negocios Argentaria, S.A., Citibank, N.A., Société
Générale, Sucursal en España, as arrangers, and Banco Bilbao Vizcaya, S.A., as Facility Agent, entered into
a seven-year multi-currency term loan facility in the amount of U.S.$1,100,000,000.  Amortization of this
loan is in 14 equal semi-annual installments.

On December 13, 1999, we entered into forward contracts with the fallowing banks:  Citibank, N.A.,
ING Bank, N.V., Deutsche Bank AG, London Branch, Credit Suisse Financial Products, ABN AMRO
Special Corporate Services B.V., Société Générale and The Chase Manhattan Bank.  Under the forward
contracts, the banks purchased from us 21,000,000 ADSs and 33,751,566 shares (or 12.2%) of the common
stock of Valenciana for an aggregate purchase price of approximately U.S.$905.7 million, or the notional
amount.  Absent a default under the forward  contracts, the banks are required to deliver to us a number of
Valenciana shares equal to that sold to them on December 13, 2002, against payment of the forward
purchase price.  The forward purchase price payable at any time under the forward contracts is the notional
amount accreted at a fixed annual rate of interest.  The forward contracts provide for early delivery of ADSs
and Valenciana shares to us in some circumstances.  Upon closing  of the transaction, we made to the banks
an advance payment of approximately U.S.$439.9 million of the forward purchase price, and we are required
to make periodic payments to the banks during the life of the forward contracts and upon the occurrence of
specified events.  Absent a default under the forward contracts, the banks are required to deliver ADSs to
us, without payment, in an amount corresponding to the approximate appreciation value payable, if any, on
the appreciation warrants.  We retain all voting and economic rights with respect to the Valenciana shares
purchased by the banks.   During the life of the forward contracts, we will make additional periodic
prepayments if the current market value of the ADSs and Valenciana shares subject to the contracts is less
than 120% of the mark-to-market of the discounted remaining forward purchase price.  In the absence of a
default under the forward contracts, the banks have agreed to pay to us an amount equal to any dividends
paid on the ADSs purchased by the banks upon the maturity or early termination of the forward contracts.

Some of these agreements contain various covenants, which, among other things, require us to
maintain specific financial ratios, limit our ability to subject our assets to liens, restrict asset sales and dictate
the use of proceeds from the sale of assets.  See "Management's Discussion and Analysis of Financial
Condition and Results of Operations - Liquidity and Capital Resources."
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Exchange Controls

See Item 3 - "Key Information - Mexican Peso Exchange Rates."

Taxation

Mexican Tax Considerations 

General 

The following is a summary of certain Mexican federal income tax considerations relating to the
ownership and disposition of our CPOs or ADSs, and the ownership and disposition, mandatory redemption
and maturity of the appreciation warrants or ADWs. 

This summary is based on the Mexican income tax law that is in effect on the date of this annual
report which is subject to change, possibly retroactively. This summary is limited to non-residents of
Mexico, as defined below, who own our ADSs or ADWs. This summary does not address all aspects of
Mexican income tax law.  Holders are urged to consult their tax counsel as to the tax consequences that the
purchase, ownership, disposition, mandatory redemption or redemption at maturity of the appreciation
warrants or the ADWs or the purchase, ownership and disposition of our CPOs or ADSs may have.

For purposes of Mexican taxation, an individual is a resident of Mexico if he or she has established
his or her home in Mexico, unless he or she has resided in another country for more than 183 calendar days
during the calendar year and can demonstrate that he or she has become a resident of that country for tax
purposes. A legal entity is a resident 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 a resident of Mexico for tax purposes unless such person or entity can demonstrate
otherwise. If a legal entity or an individual is deemed to have a permanent establishment or fixed base in
Mexico for tax purposes, such permanent establishment or fixed base shall be required to pay taxes in
Mexico on income of Mexican source attributable to such permanent establishment or fixed base, in
accordance with relevant tax provisions. A non-resident of Mexico is a legal entity or individual that does
not satisfy the requirements to be considered a resident of Mexico for Mexican federal income tax purposes.
U.S. Shareholder shall have the same meaning ascribed above under the section “Taxation—U.S. Federal
Income Tax Considerations.” 

Taxation of Dividends 

Dividends, either in cash or in any other form, paid with respect to A shares or B shares represented
by the CPOs (or in the case of holders who hold CPOs represented by ADSs), will be subject to a 5%
Mexican withholding tax based on the amount of the distributed dividend, multiplied by a factor of 1.5385,
which produces a net Mexican withholding tax of approximately 7.7% applicable to holders of CPOs who
are non-residents of Mexico. Under 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 “U.S.-Mexico Income Tax Treaty”), a U.S. Shareholder who owns less than 10% of our stock and is
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otherwise eligible for benefits under such treaty will, in no event, be subject to more than a 10% withholding
tax. 

Disposition of CPOs or ADSs 

As discussed below, gains on the sale or disposition of CPOs or ADSs by a holder who is a non-
resident of Mexico generally will be exempt from Mexican taxation. Deposits of CPOs in exchange for
ADSs and withdrawals of CPOs in exchange for new ADSs will not give rise to any Mexican tax or transfer
duties. 

The Secretaría de Hacienda y Crédito Público, the Mexican Ministry of Finance and Public Credit,
has determined that CPOs are held by the investment public at large. Therefore, gains from the sale of CPOs
carried out by non-residents of Mexico through the Mexican Stock Exchange or any other stock exchange
or securities market in Mexico or abroad that is recognized by the Ministry of Finance and Public Credit,
as the case may be, generally will be exempt from Mexican income taxation. If, however, the Ministry of
Finance and Public Credit withdraws that determination, sales of CPOs by non-residents of Mexico may be
subject to Mexican income tax at a rate of 20% of the gross sales price, unless the seller is a resident of a
qualifying country, including, among others, the United States, appoints a representative in Mexico for
income tax purposes related to the sale and elects to pay Mexican federal income tax at a rate of 40% of the
gain on the sale. The sale or disposition of ADSs by a non-resident of Mexico will not be subject to Mexican
taxes. 

U.S.-Mexico Income Tax Treaty 

Under the U.S.-Mexico Income Tax Treaty, a U.S. Shareholder who owns less than 25% of our stock
and is otherwise eligible for benefits under such tax treaty will not be subject to Mexican tax on any gain
derived from the disposition of ADSs or CPOs. In the case of non-residents of Mexico, other than U.S.
Shareholders, gains derived from the disposition of ADSs or CPOs may be exempt, in whole or in part, from
Mexican taxation under a treaty to which Mexico is a party. 

Commissions paid in brokerage transactions for the sale of units on the Mexican Stock Exchange
are subject to a value-added tax of 15%. 

Estate and Gift Taxes 

There are no Mexican inheritance, gift, succession or value-added taxes applicable to the ownership,
transfer, exchange or disposition of ADSs or CPOs by holders that are non-residents of Mexico, although
gratuitous transfers of CPOs may, in some circumstances, cause a Mexican federal tax to be imposed upon
the recipient. There are no Mexican stamp, issue, registration or similar taxes or duties payable by holders
of ADSs or CPOs.
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Disposition of Appreciation Warrants or ADSs

Gains on the sale or other disposition of appreciation warrants or ADWs by non-residents of Mexico
will generally be exempt from Mexican income taxes, if such sale is made through the Mexican Stock
Exchange or any other stock exchange or securities market in Mexico or abroad that is recognized by the
Mexican Ministry of Finance and Public Credit.

Mandatory redemption, maturity and purchase of Appreciation Warrants or ADWs

Because the appreciation warrants have been registered on the Mexican Stock Exchange (a securities
market recognized by the Ministry of Finance and Public Credit) and refer to the CPOs (i.e., the value of
the appreciation warrants results from the value of the CPOs) that have been deemed placed among the
investment public at large by the Ministry of Finance and Public Credit, income received by a non-resident
of Mexico resulting from a mandatory redemption or maturity of the appreciation warrants and ADWs will
be exempt from taxation under Mexican federal income tax law.

U.S. Federal Income Tax Considerations

General 

The following is a summary of the material U.S. federal income tax consequences relating to the
ownership and disposition of our CPOs and ADSs, including those received upon redemption of the
appreciation warrants or ADWs and those that are associated with the ownership, disposition, mandatory
redemption and maturity of appreciation warrants or ADWs.

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 administrative rulings, and judicial
interpretations of the Code, all as in effect on the date of this annual report and all of which are subject to
change, possibly retroactively. This summary is limited to U.S. Shareholders (as defined below) who hold
our ADSs, CPOs, appreciation warrants, or ADWs, as the case may be. This summary does not discuss all
aspects of U.S. federal income taxation which may be important to an investor in light of its individual
circumstances, for example, an investor subject to special tax rules (e.g., partnerships, banks, thrifts, real
estate investment trusts, regulated investment companies, insurance companies, dealers in securities or
currencies, expatriates, tax-exempt investors, or holders whose functional currency is not the Dollar) or
holders of a CPO or an ADS, or of appreciation warrants or an ADW, as a position 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, ADSs,
appreciation warrants, or ADWs who is for U.S. federal income tax purposes: 

• an individual who is a citizen or resident of the United States for U.S. federal income tax
purposes; 
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• a corporation created or organized in the United States or under the laws of the United States
or any state thereof (including the District of Columbia); 

• an estate the income of which is includible in gross income for U.S. federal income tax
purposes regardless of its source; or

• a trust if a court within the United States is 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. 

Ownership of CPOs or ADSs in general 

In general, for U.S. federal income tax purposes, U.S. Shareholders who own ADSs will be treated
as the beneficial owners of the CPOs represented by those ADSs, and each CPO will represent a beneficial
interest in two A shares and one B share. 

Taxation of dividends with 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 includible in the gross income of a U.S. Shareholder
as foreign source dividend income on the date the distributions are received by the CPO trustee, to the extent
paid out of our current or accumulated earnings and profits. These dividends will not be eligible 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 accumulated earnings and profits as determined under U.S.
federal income tax principles, it will be treated first as a tax-free return of the U.S. Shareholder's adjusted
tax basis in the CPOs or ADSs and thereafter as capital gain. 

Dividends paid in Pesos will be includible in the income of a U.S. Shareholder in a Dollar amount
calculated by reference to the exchange rate in effect the day the Pesos are received by the CPO trustee,
including the amount of Mexican withholding tax thereon, whether or not they are converted into Dollars.
Generally, any gain or loss resulting from currency exchange fluctuations during the period from the date
the dividend payment is includible in income to the date such payment is converted into US dollars will be
treated as ordinary income or loss.  Such gain or loss will generally be income from sources within the
United States for foreign tax credit limitation purposes.

A U.S. Shareholder may elect to deduct in computing its taxable income or, subject to specific
complex limitations on foreign tax credits generally, credit against its U.S. federal income tax liability,
Mexican withholding tax imposed on such shareholder. For purposes of calculating the U.S. foreign tax
credit, dividends paid by us generally will constitute foreign source “passive income,” or in the case of some
U.S. Shareholders “financial services income.” U.S. Shareholders should consult their tax advisors regarding
the availability of, and limitations on, any such foreign tax credit. 
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Taxation of capital gains on disposition of CPOs or ADSs 

The sale or exchange of CPOs or ADSs will result in the recognition of gain or loss by a U.S.
Shareholder for U.S. federal income tax purposes in the amount of 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. Gain from the sale or exchange of the CPOs or ADSs usually will be treated
as U.S. source for foreign tax credit purposes; losses will generally be allocated against U.S. source income.
Deposits and withdrawals of CPOs by U.S. Shareholders in exchange for ADSs will not result in the
realization of gain or loss for U.S. federal income tax purposes. 

Ownership, disposition, mandatory redemption and maturity of Appreciation Warrants or ADWs

In general, for U.S. federal income tax purposes, a U.S. Shareholder will be treated as the beneficial
owner of the appreciation warrants represented by the ADWs.

A U.S. Shareholder generally will recognize gain or loss on the sale or exchange of appreciation
warrants or ADWs measured by the difference between the amount realized and the tax basis of the
appreciation warrants or ADWs, as applicable.  Any gain or loss generally will be capital gain or loss and
will be long-term capital gain or loss if the U.S. Shareholder's holding period of the appreciation warrants
or ADWs exceeds one year at the time of the sale or exchange.

Although the matter is not free from doubt, a U.S. Shareholder generally should not recognize
taxable income on receipt of CPOs or ADSs upon the mandatory redemption or maturity of the appreciation
warrants or ADWs, except to the extent cash is received in lieu of a fractional CPO or ADS.  Such U.S.
Shareholder's tax basis in the CPOs or ADSs so acquired should be equal to the tax basis of the appreciation
warrants or ADWs redeemed, as applicable, less the portion of such tax basis, if any, allocable to any
fractional CPO or ADS for which cash is received.  The holding period of the CPOs and ADSs so acquired
generally should include the holding  period of the appreciation warrants or ADWs redeemed therefor.

We intend to maintain records that are reasonably necessary to support the treatment described in
the preceding paragraph.  However, there can be no assurance that the IRS will not take, and a court would
not sustain the IRS in taking, the position that the receipt of CPOs or ADSs upon a mandatory redemption
or maturity of appreciation warrants or ADWs results in the recognition of taxable gain or loss.  If a U.S.
Shareholder is required to recognize gain or loss upon a mandatory redemption or maturity of the
appreciation warrants or ADWs, the determination of the amount of gain or loss is uncertain, and such U.S.
Shareholder should consult its tax advisor for such determination.

A U.S. Shareholder who receives cash, including cash in lieu of acquiring a fractional CPO or ADS
upon the mandatory redemption or maturity of the appreciation warrants or ADWs, generally will recognize
gain or loss in an amount equal to the difference between the amount of cash received and the U.S.
Shareholder's allocable tax basis in the fractional interest for which cash was received.  Any gain or loss
generally will be capital gain or loss and will be long-term capital gain if the U.S. Shareholder's holding
period of the appreciation warrants or ADWs exceeds one year at the time of the receipt of cash.
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If the U.S. Shareholder's appreciation warrants or ADWs have not been previously redeemed and
expire on the maturity date without payment, the U.S. Shareholder will recognize a loss equal to the amount
of the basis of the appreciation warrants or ADWs, as applicable.  Such expiration will be deemed a sale or
exchange as of the maturity date and the loss, if any, will be considered a loss from the sale or exchange of
property which has the same character as would the CPOs or ADSs if acquired by the U.S. Shareholder.
Any loss upon the expiration of the appreciation warrants or ADWs will be a long-term capital loss if the
U.S. Shareholder's holding period of the appreciation warrants or ADWs exceeds one year at the time of
expiration.

Adjustments to the Strike Price

Certain adjustments to the strike price of the appreciation warrants or ADWs may result in a deemed
distribution taxable to U.S. Shareholders of appreciation warrants or ADWs pursuant to Section 305 of the
Code if the Adjustments have the effect of increasing the U.S. Shareholder's proportionate interest in the
earnings and profits or assets of CEMEX. 

United States Backup Withholding and Information Reporting

A U.S. Shareholder may, under certain circumstances, be subject to "backup withholding" at the rate
of 31% with respect to some payments to that U.S. Shareholder, such as dividends or the proceeds of a sale
or other disposition of the CPOs, appreciation warrants, ADSs or ADWs, unless such holder (i) is a
corporation or comes within certain exempt categories, and demonstrates this fact when so required, or (ii)
provides a correct taxpayer identification number and certifies that it is not subject to backup withholding
rules.  Any amount withheld under these rules will be creditable against the U.S. Shareholder's federal
income tax liability.

Documents on Display

We are subject to the informational requirements of the Securities Exchange Act of 1934 and, in
accordance with these requirements, file reports 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 inspected 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, and at the regional offices of the Securities and Exchange Commission located
at Seven World Trade Center, 13th Floor, New York, New York, 10048 and 500 West Madison Street, Suite
1400, Chicago Illinois 60661. Copies of these materials can be obtained from the Public Reference Section
of the Securities and Exchange Commission at Room 1024, Judiciary Plaza, 450 Fifth Street, N.W.,
Washington, D.C. 20549 at prescribed rates.
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Item 11 - Quantitative and Qualitative Disclosures 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 to annual reports on Form 20-F.

PART II

Item 13 - Defaults, Dividend Arrearages and Delinquencies

None.

Item 14 - Material Modifications to the Rights of Security Holders and Use of Proceeds

None.

Item 15 - [Reserved].

Item 16 - [Reserved].
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PART III

Item 17 - Financial Statements

Not applicable.

Item 18 - Financial Statements

See pages F-1 through F-74 incorporated herein by reference.

Item 19 - Exhibits

Exhibits

1.1 Articles of Association for CEMEX, S.A. de C.V.*

2.1 Form of Trust Agreement between CEMEX, S.A. de C.V., as founder of the trust, and
Banco Nacional de Mexico, S.A. regarding the CPOs*

2.2 Form of CPO Certificate*

2.3 Form of Second Amended and Restated Deposit Agreement (A and B share CPOs)
among CEMEX, S.A. de C.V., Citibank, N.A. and holders and beneficial owners of
American Depositary Shares*

2.4 Form of American Depositary Receipt (included in Exhibit 2.3)*

2.5 Form of Certificate for shares of Series A Common Stock of CEMEX, S.A. de C.V.*

2.6 Form of Certificate for shares of Series B Common Stock of CEMEX, S.A. de C.V.*

2.7 Form of appreciation warrant deed**

2.8 Form of CPO Purchasing and Disbursing Agreement**

 2.9 Form of appreciation warrant certificate**

2.10 Form of Warrant Deposit Agreement among CEMEX, S.A. de C.V., Citibank, N.A. and
holders and beneficial owners of American Depositary Warrants**

2.11 Form of American Depositary Warrant Receipt (included in Exhibit 2.10)**

4.1 Supplemental Agreement, dated as of February 5, 1999, among Sunward Acquisitions
N.V., Mexcement Holdings N.V., Société Générale, Sucursal en España, Ruxpin Limited,
Milaco, S.A. and CEMEX, S.A. de C.V. relating to the Valenciana equity swap*

4.2 U.S.$500,000,000 Facility Agreement, dated as of February 5, 1999, between Ruxpin
Limited, as borrower, and Société Générale, Sucursal en España, as agent, and others
relating to the Valenciana equity swap*
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4.3 U.S.$1,100,000,000 Multicurrency Term Loan Facility, dated June 30, 1999, between
Compañía Valenciana de Cementos Portland, S.A., as borrower, material subsidiaries, as
guarantors, Banco Bilbao Vizcaya, S.A., Banco de Negocios Argentaria, S.A., Citibank,
N.A., Société Générale, Sucursal en España, as arrangers, and Banco Bilbao Vizcaya,
S.A., as Facility Agent*

4.4 Conditional Sale and Purchase Agreement, dated as of September 17, 1998, among
CEMEX, S.A. de C.V., as buyer, and the Republic of Indonesia, as seller, relating to the
acquisition of an interest in P.T. Semen Gresik (Persero) Tbk*

4.5 Citibank, N.A. Forward Contract, dated as of December 13, 1999***

4.6 ING Bank, N.V. Forward Contract, dated as of December 13, 1999***

4.7 Deutsche Bank AG, London Branch, Forward Contract, dated as of December 13,
1999***

4.8 Credit Suisse Financial Products Forward Contract, dated as of December 13, 1999***

4.9 ABN AMRO Special Corporate Services B.V. Forward Contract, dated as of December
13, 1999***

4.10 Société Générale Forward Contract, dated as of December 13, 1999***

4.11 The Chase Manhattan Bank Forward Contract, dated as of December 13, 1999***

8.1 List of subsidiaries of CEMEX****
_______________

* Incorporated by reference to the Registrant’s Registration Statement Form F-4 (Registration No.

333-10682), filed with the Securities and Exchange Commission on August 10, 1999.
** Incorporated by reference to the Registrant’s Registration Statement Form F-1 (Registration No.

333-11150), filed with the Securities and Exchange Commission on November 16, 1999.
*** Incorporated by reference to the Registrant’s Registration Statement Form F-1 (Registration No.

333-11382), filed with the Securities and Exchange Commission on January 21,2000.
**** Filed herewith.
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SIGNATURES

The registrant 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 the annual report on its behalf.

CEMEX, S.A. de C.V.

By:      /s/ Rodrigo Treviño                               
Name: Rodrigo Treviño
Title: Chief Financial Officer

June 27, 2000.
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INDEPENDENT AUDITORS' REPORT

The Board of Directors and Stockholders 
CEMEX, S.A. de C.V.:

We have audited the consolidated balance sheets of Cemex, S.A. de C.V. and Subsidiaries as of December 31,
1999 and 1998, and the related consolidated statements of income, changes in stockholders* equity and changes in
financial position for each of the years in the three-year period ended December 31, 1999. These financial statements
are the responsibility of the Company*s management. Our responsibility is to express an opinion on these financial
statements based on our audits. We did not audit the consolidated financial statements of certain consolidated
subsidiaries which were audited by other auditors. The financial statements of these subsidiaries reflect total assets
of 12% and 11% in 1998 and 1999, respectively, and total revenues constituting 9%, 9% and 9% in 1997, 1998 and
1999, respectively, of the related consolidated totals. Our opinion expressed herein, insofar as it relates to the amounts
included for such subsidiaries, is based solely upon the reports of the other auditors.

We conducted our audits in accordance with generally accepted auditing standards in Mexico which are
substantially the same as those followed in the United States. 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 generally accepted accounting principles. An audit consists of examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits and the reports of other auditors provide a reasonable
basis for our opinion.

In our opinion, based upon our audits and the reports of other auditors, 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, 1998 and 1999, and the consolidated results of their operations, the changes in their stockholders'
equity and the changes in their financial position for each of the years in the three-year period ended December 31,
1999, in accordance with generally accepted accounting principles in Mexico.

Generally accepted accounting principles in Mexico vary in certain significant respects from generally accepted
accounting principles in the United States. Application of generally accepted accounting principles in the United
States would have affected results of operations for each of the years in the three-year period ended December 31,
1999, and stockholders' equity as of December 31, 1998 and 1999, to the extent summarized in note 23 to the
consolidated financial statements.

KPMG Cárdenas Dosal, S.C.

Monterrey N.L., Mexico
January 17, 2000, except for note 23 
which is as of June 7, 2000.
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CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Consolidated Balance S heets

(Thousands of constant Mexican pesos as of December 31, 1999)
Assets December 31,

Current Assets 1998 1999

Cash and temporary investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Ps   4,031,891 3,103,994
Trade accounts receivable, less allowance for doubtful accounts Ps606,570 in 1998

and Ps511,061 in 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,998,041 5,044,599
Other receivables (note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,090,457 2,235,492
Inventories (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,372,959 5,284,422
Other current assets (note 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 796,424 577,821

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,289,772 16,246,328

Investments and Noncurrent Receivables (note 7)
Investments in affiliated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,809,904 5,846,237
Other investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262,813 785,957
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 230,085 854,783

Total investments and noncurrent receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,302,802 7,486,977

Property, Machinery and Equipment (note 8)
Land and buildings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,802,668 31,859,743
Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87,963,102 91,520,197
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (59,390,961) (60,449,654)
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,496,750 2,894,979

Total property, machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,871,559 65,825,265

Deferred Charges (note 9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,200,406 23,270,782
Total Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Ps103,664,539 112,829,352

Liabilities and Stockholders’ Equity

Current Liabilities
Bank loans (note 10) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Ps   3,971,928 1,824,096
Notes payable (note 10) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 811,252 396,415
Current maturities of long-term debt (notes 10 and 11) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,177,195 7,575,154
Trade accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,044,369 3,685,272
Other accounts payable and accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,819,161 3,886,711

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,823,905 17,367,648

Long-term Debt (note 11)
Bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,677,705 22,044,412
Notes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,582,820 17,298,940
Current maturities of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (6,177,195) (7,575,154)

Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,083,330 31,768,198

Other Noncurrent Liabilities
Pension and seniority premium (note 12) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 958,664 528,411
Deferred income taxes (note 15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,075,680 1,047,004
Other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,798,555 924,685

Total other noncurrent liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,832,899 2,500,100
Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,740,134 51,635,946

Stockholders’ Equity (note 13)
Majority interest:
  Common stock-historical cost basis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,619 49,312
  Common stock-accumulated inflation adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,737,532 2,737,610
  Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,737,978 18,735,835
  Deficit in equity restatement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (40,884,557) (39,490,802)
  Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,927,129 58,000,661
  Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,960,844 9,249,046

Total majority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,526,545 49,281,662
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,397,860 11,911,744

Total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,924,405 61,193,406

Total Liabilities and Stockholders’ Equity Ps 103,664,539 112,829,352

See accom panying n otes to consolidated fin ancial statements.
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CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Consolidated Statements of Income

(Thousands of constant Mexican pesos as of December 31, 1999, except for Earnings Per Share)

Years ended on December 31,

1997 1998 1999

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps  38,506,438 42,767,440 45,913,946

Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (23,596,432) (24,727,878) (25,581,085)

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,910,006 18,039,562 20,332,861

Operating expenses:

Administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,936,520) (4,603,483) (4,973,151)

Selling . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,874,468) (1,763,114) (1,698,647)

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,810,988) (6,366,597) (6,671,798)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,099,018 11,672,965 13,661,063

Comprehensive financing income (cost):

Financial expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,184,047) (4,810,542) (4,639,255)

Financial income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,051,693 106,419 387,714

Foreign exchange result, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (120,187) (2,194,669) 262,463

Monetary position result . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,865,568 5,588,622 3,713,965

Net comprehensive financing income (cost) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,613,027 (1,310,170) (275,113)

Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,397,979) (1,507,782) (2,823,124)

Income before income taxes, employees’ statutory
profit sharing and equity in income of affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,314,066 8,855,013 10,562,826

Income tax and business assets tax, net (note 15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (508,792) (457,940) (650,321)

Employees’ statutory profit sharing  (note15) (165,913) (200,410)   (364,087)

Total income tax, business assets tax and employees’
statutory profit sharing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (674,705) (658,350) (1,014,408)

Income before equity in income of affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,639,361 8,196,663 9,548,418

Equity in income of affiliates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177,720 155,328 236,592

Consolidated net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .         8,817,081 8,351,991 9,785,010

Minority interest net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .         1,083,902 391,147 535,964

Majority interest net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps    7,733,179 7,960,844 9,249,046

Basic Earnings Per Share (note 2A and note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps             2.01  2.10  2.45  

Diluted Earnings Per Share (note 2A and note 19) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps             1.98  2.10  2.44  

See accom panying n otes to consolidated fin ancial statements.
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CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Statements of Chan ges in Stockholders’ Equity

(Thousands of constant Mexican pesos as of December 31, 1999)

Common stock 
Additional

paid-in   

capital    

Deficit     

in equity   

restatement

Retained

earnings

Net     

income  

Majority

interest

Minority

interest 

Total       

stockholders'

equity      Series A Series B

Balances at December 31, 1996 . . . . . . . . . . . . . . . . . 1,708,200 1,076,664 15,363,226 (29,912,650) 36,712,618 10,329,978 35,278,036 10,573,768 45,851,804

Acquisition of shares under repurchase program . . . . (449) (649) -      -         (1,204,224) -         (1,205,322) -         (1,205,322)

Appropriation of net income from prior year . . . . . . . -      -      -      -         10,329,978 (10,329,978) -         -         -         

Issuance of common stock (note 13B) . . . . . . . . . . . . -      25 18,000  -         -         -         18,025 -         18,025

Result from holding n onmonetary assets . . . . . . . . . . -      -      -      (3,941,665) -         -         (3,941,665) -         (3,941,665)

Updating of investments and other transactions

relating to minority interest . . . . . . . . . . . . . . . . . . -      -       -      -         -         -         -         347,436 347,436

Investment by subsidiaries (note 7) . . . . . . . . . . . . . . -      -      -      (2,154,336) -         -         (2,154,336) -         (2,154,336)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -      -      -      -         -         7,733,179 7,733,179 1,083,902 8,817,081

Balances at December 31, 1997
. . . . . . . . . . . . . . . . .

1,707,751 1,076,040 15,381,226 (36,008,651) 45,838,372 7,733,179 35,727,917 12,005,106 47,733,023

Dividends declared (Ps0.39 pesos per share) . . . . . . . 1,347 -      1,347,046 -         (1,644,422) -         (296,029) -          (296,029)

Appropriation of net income from prior year . . . . . . . -      -      -      -         7,733,179 (7,733,179) -         -         -         

Issuance of commo n stock (note 13B) . . . . . . . . . . . -      13 9,706 -         -         -         9,719 -         9,719

Result from holding n onmonetary assets . . . . . . . . . . -      -      -      (962,229) -         -         (962,229) -         (962,229)

Updating of investments and other transactions

relating to minority interest . . . . . . . . . . . . . . . . . . -      -      -      -         -         -         -         1,607 1,607

Investment by subsidiaries (note 7) . . . . . . . . . . . . . . -      -      -      (3,913,677) -         -         (3,913,677) -         (3,913,677)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -      -      -      -         -         7,960,844 7,960,844 391,147 8,351,991

Balances at December 31, 1998
. . . . . . . . . . . . . . . . .

1,709,098 1,076,053 16,737,978 (40,884,557) 51,927,129 7,960,844 38,526,545 12,397,860 50,924,405

Dividends (Ps0.44 pesos per share) . . . . . . . . . . . . . . 1,653 -      1,677,974 -         (1,887,312) -         (207,685) -         (207,685)

Appropriation of net income from prior year . . . . . . . -      -        -      -         7,960,844 (7,960,844) -         -         -         

Issuance of common stock (note 13B) . . . . . . . . . . . . -      118 88,056 -         -         -         88,174 -         88,174

Issuance of appreciation warrants (no te 2C) . . . . . . . -      -      231,827 -         -         -         231,827 -         231,827

Result from holding n onmonetary assets . . . . . . . . . . -      -      -      (2,802,606) -         -         (2,802,606) -         (2,802,606)

Updating of investments and other transactions
relating to minority interest . . . . . . . . . . . . . . . . . . -      -      -      -         -         -         -         (1,022,080 ) (1,022,080)

Investment by subsidiaries (note 7) . . . . . . . . . . . . . . -      -      -      4,196,361 -         -         4,196,361 -         4,196,361

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -      -      -      -         -         9,249,046 9,249,046 535,964 9,785,010

Balances at December 31, 1999
. . . . . . . . . . . . . . . . .

1,710,751 1,076,171 18,735,835 (39,490,802) 58,000,661 9,249,046 49,281,662 11,911,744 61,193,406

See accom panying n otes to consolidated fin ancial statements.
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CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Statements of Changes in Stockholders’ Equity, continued

Consolidated Comprehensive Net Income

(Thousands of constant Mexican pesos as of December 31, 1999)

For U.S. GAAP purposes, SFAS 130 requires the display of certain items resulting from the change in equity of

a business enterprise during a period from transactions and other events and circumstances from non-owners to be

presented as a separate component of stockholders’ equity and net income.  The following table illustrates the

comprehensive incom e and accumulated other com prehensive income und er Mexican GA AP as of and for the years

ended December 31, 1997, 1998 and 1999.

Years ended on December 31,

1997 1998 1999

Majority interest  net  income . . . . . . . . . . . . . . . . . . . . . Ps     7,733,179 7,960,844 9,249,046

Other comprehensive income:

Foreign currency translation adjustment 676,600 5,877,308 (825,736)

Foreign exch ange gains (losses) ac counted as a

hedge of a net investment . . . . . . . . . . . . . . . . (446,929) (3,012,443) 596,492

Effects fro m hold ing non -mon etary assets . . . . . . . (3,236,211) (1,701,350) (2,430,712)

Other h edge de rivative instru ments . . . . . . . . . . . . (193,117) (281,248) (142,650)

Bulletin B-15 constant pesos adjustment . . . . . . . . (742,008) (1,844,496) - 

Other comprehen sive income (loss) . . . . . . . . . . . . (3,941,665) (962,229) (2,802,606)

Comprehensive income (loss) for the year . . . . . . . 3,791,514 6,998,615 6,446,440

Accumulated other comprehensive income:

Balance at beginning of year . . . . . . . . . . . . . . . . . . . . . (15,916,461) (19,858,126) (20,820,355)

Balance at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . Ps (19,858,126) (20,820,355) (23,622,961)

The Company has not presented the individual components of the accumulated balance of other comprehensive

income disclosure requirements of SFAS 130 as permitted when it is impracticable to obtain this information.

For Mexican GAAP purposes, deficit in equity restatement includes (i) foreign currency translation

adjustments, (ii) foreign exchange losses derived from debt identified as hedge of a net investment, (iii) the

accumulated effect of holding non-monetary assets, (iv) certain other hedge derivative instruments and (v)

investments by subsidiaries in the Parent Company.  For SFAS 130 purposes, all of the foregoing, except for

investments by subsidiaries in the Parent Company, are considered to be part of comprehensive income.
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CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Consolidated Statements of Changes in Financial Position

(Thousands of constant Mexican pesos as of December 31, 1999)

Years e nded o n Dece mber 3 1, 

1997 1998 1999

Operating activities

Majority interest  net  income . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 7,733,179 7,960,844 9,249,046

Charges to operations which did not require resources

(note 18) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,296,019 4,427,983 5,345,530

Resources provided by operating activities . . . . . . . . . . . . . 13,029,198 12,388,827 14,594,576

Change s in working c apital, excluding effec t of acquisitions:

Trade accounts receivable, net . . . . . . . . . . . . . . . . . . . . . . . . (264,386) (791,613) 487,913

Other rec eivable an d other as sets . . . . . . . . . . . . . . . . . . . . . . 278,383 (313,752) 104,316

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (279,911) (517,378) 98,610

Trade a ccoun ts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 724,129 376,820 316,333

Other accounts payable and accrued expenses . . . . . . . . . . . . (620,325) 922,575 (941,105)

Net change in working capital . . . . . . . . . . . . . . . . . . . . . . (162,110) (323,348) 66,067

Net resources provided by operating activities . . . . . . . . . . 12,867,088 12,065,479 14,660,643

Financing activities

Proceeds from bank loans (repayments), net . . . . . . . . . . . . . (79,157) 3,045,609 (3,091,260)

Notes payable, net, excluding foreign exchange effect

(note 3E) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,162,293) (6,967,817) (4,103,008)

Investment by subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . (727,052) (2,466,555) 4,755,010

Dividen ds paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - (1,644,422) (1,887,312)

Issuance of common stock from reinvestment of dividends . . - 1,348,393 1,679,627

Issuance of preferred stock by subsidiaries . . . . . . . . . . . . . . - 2,477,723 -

Other financing activities, net . . . . . . . . . . . . . . . . . . . . . . . . . (478,242) (424,593)   (3,251,700)

Acquisition of shares under repurchase program . . . . . . . . . . (1,205,203) - -

Issuance of common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,025 9,719 320,001

Resources used in financing activities . . . . . . . . . . . . . . . . (6,633,922) (4,621,943) (5,578,642)

Investing activities

Property, machinery and equipment, net . . . . . . . . . . . . . . . . (3,401,973) (3,231,460) (2,528,317)

Acquisitions, net of cash acquired . . . . . . . . . . . . . . . . . . . . . (943,553) (2,515,332) (9,397,230)

Disposa l of assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 2,388,233 -

Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,036,793) (857,578) (1,384,455)

Deferred charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (671,685) (40,417) (874,901)

Other investments and monetary foreign currency effect . . . . (634,508) (3,020,873) 4,175,005

Resources used in investing activities . . . . . . . . . . . . . . . . . (6,688,512) (7,277,427) (10,009,898)

(Decrea se) increase  in cash an d temp orary inv estmen ts . . . (455,346) 166,109 (927,897)

Cash and temporary investments at beginning of year . . . . 4,321,128 3,865,782 4,031,891

Cash and temporary investments at end of year . . . . . . . . . Ps 3,865,782 4,031,891 3,103,994

See accom panying n otes to consolidated fin ancial statements.
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1. DESCRIPTION O F BUSINESS

Cemex, S.A. de C.V. (Cemex or the Company) is a Mexican parent company of entities engaged in the

production and marketing of cement and concrete in the construction industry.  The Company also has subsidiaries

that participate in the tourism industry.

2. OUTSTAN DING EVEN TS DURING 1999

A) EXCHANGE OF SHARES FOR THE NEW ORDINARY PARTICIPATION CERTIFICATE  ("CPO")

On Sep tember  14, 199 9, the Co mpan y conclu ded an e xchan ge offer o f its old series "A " and "B " shares, an d its

old Ordinary Participation Certificates ("CPOs'"), for new CPO's.  As a result, most of the holders of the old series

"A" and "B" shares and old CPOs received for each of those securities a new CPO, which represents the participa-

tion in two new series "A" shares and one new series "B" share of the Company.  As a part of the exchange offer, on

September 15, 1999, the Company effected a stock split of two series "A" shares and one series "B" share, for each

of the  old sh ares o f any  series .  The  prop ortio nal eq uity in terest  partic ipatio n of th e sha reho lders  in the  Com pany 's

common stock did not change as a result of the exchange offer and the stock split mentioned above.

Earnings per share, prices per share, and the number of shares outstanding disclosed in these notes to the

financial statements for the years ended December 31, 1997 and 1998, as well as the transactions occurred in 1999

prior to Se ptemb er 14, hav e been re stated to giv e effect to the  stock split m entioned  in the prec eding p aragrap h. 

B) REGISTRATION IN THE NEW YORK STOCK EXCHANGE

On September 15, 1999, the Company successfully completed its registration before the United States

Securities and Exchange Commission ("SEC") and the listing of the new American Depo sitary Shares ("ADS") on

the New  York S tock Ex chang e ("NY SE"), as w ell as the exc hange  process o f the new  CPO  mentio ned in n ote 2A. 

On that sa me date , the new  CPO s began  trading o n the M exican S tock Ex chang e ("BM V") and  of the new  ADSs  in

the N YSE  und er the  stock  sym bol C X.  Ea ch ne w A DS r epre sents  5 new  CPO s.  As a  resul t of the  Com pany 's

registration  with the S EC an d the listing o f the new  ADS in  the NY SE, beg inning in  the year 2 000, the  Com pany is

required to file with the SEC financial information according to the rules established by the SEC, including the

annual financial statements with the reconciliation of stockholders' equity and net income to Generally Accepted

Accounting Principles in the United States ("US GAA P").

C) PUBLIC OFFER OF WARRANTS

During December 1999, through a simultaneous public offer in the Mexican Stock Exchange ("BMV") and the

New York Stock Exchange ("NYSE"), the Company issued 105 million warrants at a subscription price of Ps3.2808

per warrant.  The warrants allow the holder to benefit from the future increment in the market price of the

Com pany's C PO abo ve the strike  price of $  6.20 pe r warran t, within certa in limits.  Th e benefit, if an y, will be p aid

in CPOs of the Company.  The warrants were issued for a term of three years and their exercise is at maturity.  The

warrants were  subscribed as American  Depositary W arrants ("ADWs") in the NYSE; each ADW is equivalent to 5

warrants.
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As part of the same transaction, the Compan y carried out a hedge transaction in order to cover the future

obligations for the warrants exercise.  Through this transaction, 105 million CPOs of the Company and 33,751,566

shares of Compañía Valenciana de Cementos Portland, S.A.  ("Valenciana"), a subsidiary of the Company in Spain,

were so ld to a grou p of foreig n bank s.  Simultan eously, a su bsidiary o f the Co mpan y entered  into forw ard con tracts

with the sa me gro up of ba nks to rep urchase  the baske t of shares w ith a three-y ear matu rity and p repaid ap proxi-

mately $  439.9 m illion of the fo rward p urchase  price to the b anks. 

As a result of the overall transaction, the Company received proceeds for the subscription of the warrants and

the sale of the basket of shares of approximately $ 490.9 million, after applying the prepayment to the banks under

the forward, fees and other expenses related to this transaction.

3. SIGNIFICANT ACCOUNTING POLICIES

A) BASIS OF PRESENTATION AND DISCLOSURE

The accompanying financial statements have been prepared in accordance with Generally Accepted Accounting

Principles in Mexico ("Mexican GAAP"), which include the recognition of the effects of inflation on the financial

information.

The corresponding notes have been revised from the notes originally prepared under Mexican GAAP in order

to comply with the disclosure requirements of Accounting Principles Generally Accepted in the United States of

America (U.S. GA AP) and with the regulations of the U.S. Securities and Exchang e Comm ission (SEC).

Whe n referen ce is mad e to pesos o r "Ps", it mea ns Mex ican peso s; when r eference  is made to  dollars or "$ ", it

means currency of the United States of America.

When reference is made to "CPO's", it is the Ordinary Participation Certificates of the Company, which include

two series "A" shares and one series "B" share per each CPO.  When reference is made to "ADSs", it is the

"American  Depositary Sh ares" of the Com pany.  Each  ADS rep resents 5 CPO s.

B) PRESENTA TION OF CO MPARA TIVE FINANCIAL ST ATEME NTS 

In accordance with Bulletin B-15, "Foreign Currency Transactions and Translation of Foreign Currency

Financial Statements", the inflation restatement factors applied to the financial statements of prior periods were

calculated based upon a weighted average index, which takes into consideration the inflation rates of the countries

in which the subsidiaries operate, and the fluctuations in the exchange rate of each country vis-a-vis the Mexican

peso.

December 31,

1998

December 31,

1999

Inflation restatement factor using weighted average index . . . . . . . . . . . . . . . . . . . 1.2581 1.0011

Inflation restatement factor for inflation in Mexico . . . . . . . . . . . . . . . . . . . . . . . . . 1.1861 1.1232

The inflation restatement adjustments for common stock and additional paid-in capital are determined by using

the Mexican inflation.  The weighted average restatement index was used for all other inflation restatement

adjustments to stockholders' equity.
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C) PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include those of Cemex and the subsidiary companies in which Cemex

holds a majority interest and/or has control.  All significant intercompany balances and transactions have been

eliminated in consolidation.

The main subsidiaries are:

• Cemex México, S. A. de C.V.
• Beeston Investments Holdings Limited
• Compañía Valenciana de Cementos Portland, S.A.
• Corporación Venezolana de Cementos, S.A.C.A.
• Cemex USA, Inc.
• Cementos Diamante, S.A.
• Cemento Bayano, S.A.
• Cementos Nacionales, S.A.
• Rizal Cement Company, Inc.
• APO Cement Corporation
• Assiut Cement Company
• Cementos del Pacífico, S.A.
• Turismo Cemex, S.A. de C.V.

D) ADMINISTRA TIVE IMPRO VEMEN T PROGR AM DUR ING 1999

During 1999, as part of an adm inistrative improvement program, the Co mpany integrated within the structure

of one entity the cement and concrete operations in Mexico in order to eliminate redundant processes and take

advantage of synergies.  This administrative process included mergers, as well as sales-purchases of companies

within the Cemex group, for which the following actions were taken:

1) Effective July 31, 1999, the Comp any changed the legal nam e of Cemex C ontrol, S.A. de C.V. ("Control")

to Empresas Tolteca de M éxico, S.A. de C.V. ("ETM ").

2) Effective December 31, 1999, a merger took place of most of the cement subsidiaries in Mexico, including

Tolmex, S.A. de C.V . ("Tolmex").  The merging  entity was Serto Construcciones, S.A. de C.V. ("Serto"),

company which before the merger was a direct subsidiary of Tolmex.  Likewise, on December 10, 1999,

the legal name of Serto was changed  to Cemex M éxico, S.A. de C.V. ("Ceme x México").

3) Effective December 31, 1999, a merger took place of most of the concrete subsidiaries in México.  The
merging e ntity was Cem ex Conc retos, S.A. de C.V ., before name d Concre tos de Alta Calidad  y Agregad os,

S.A. de C.V.

4) Additionally, on December 15, 1999, through a sale and purchase of shares within the Group, ETM
became a direct subsidiary of Cemex Mexico.

Through these mergers and the intercompany sale of ETM (see note 22), from January 1, 2000, the cement and

concrete ope rations of the Co mpany  in Mexico a re integrated in Ce mex M exico and sub sidiaries.
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E) FOREIGN CURRENCY TRANSACTIONS AND TRANSLATION OF FOREIGN CURRENCY

FINANCIAL STATEMENTS

Transactions denominated in foreign currencies are recorded at the exchange rates prevalent on the dates of

their exec ution or liq uidation.  M onetary  assets and liab ilities denom inated in fo reign cur rencies are  adjusted in to

pesos at the exchange rates prevailing at the balance sheet date.  The resulting foreign exchange fluctuations are

reflected in  the results of o perations  as part of the  comp rehensiv e financin g incom e (cost) or a s a charge  directly to

the stockholders' equity when the indebtedness is directly related to the acquisition of a foreign subsidiary.

The financial statements of consolidated foreign subsidiaries are restated for inflation in their functional

currency based on the subsidiary country's inflation rate and subsequently translated to Mexican pesos by using the

foreign exchange rate at the end of the corresponding reporting period for balance sheet and income statement

accoun ts. 

The exchange rate of the Mexican peso against the U.S. dollar used by the Company is based upon the

weighted av erage of free m arket rates available to settle its overall foreign  currency transac tions.

F) CASH AND TEMPORARY INVESTMENTS

Cash and temporary investments include fixed-income marketable securities investments with original

maturities of three months or less.  Investments in marketable securities are stated at market value.  Gains or losses

resulting from changes in market values and the effects of inflation are included in the accompanying statements of

incom e as part of th e comp rehensiv e financin g incom e or cost. 

G) INVENTOR IES AND COST O F SALES (note 5)

Inventories are stated at the lower of replacement cost or market value.  Replacement cost is based upon the
latest purchase price or production cost.  The cost of sales reflects replacement cost of inventories at the time of sale,

expresse d in con stant pesos  as of the da te of the latest b alance sh eet.

H) INVESTME NTS AND NO NCURREN T RECEIVAB LES (note 7)

In the consolidated financial statements, investments in affiliated companies in which the Company holds

betwee n 10%  and 50 % of the  issuer's capital sto ck are acc ounted  for by the  equity m ethod.  U nder the e quity

method, the investments are stated at cost, adjusted for the Company's equity in the investee's earnings after

acquisition and the effects of inflation on the investee's equity.

Investments available for sale for which the Company has no intention to sell in the short term are carried at

market value, and valuation effects are recognized in stockholders' equity.  The application of the accumulated

effect to the income statement will occur at the moment of sale.

I) PROPERT Y, MACHINE RY AND EQ UIPMENT  (note 8)

Property , machin ery and  equipm ent are restate d for inflatio n in acco rdance w ith the Fifth A mend ment to

Bulletin B-10, by using the inflation index of the country of origin of the assets and the change in the foreign

exchange rate between the country of origin and the functional currency.

Net comprehensive financing cost incurred during the construction or installation period of fixed asset additions

is capitalized, as part of the value o f the assets.
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Depreciation of property, machinery and equipment is provided on the straight-line method over the estimated

useful lives of the assets less salvage v alue.  The usefu l lives of the assets are as follows:

Years

Admin istrative buildings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50

Industrial b uildings, m achinery  and equ ipmen t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 to 35

The Company continuously evaluates the physical state and performance of its machinery and equipment, as

well as the im pact of its sales a nd prod uction fo recasts, in ord er to determ ine if there ar e judgm ent elem ents

indicating that the book value of these assets need to be adjusted for impairment.  An impairment loss would be

recorded in the income statement of the period if such determination is mad e (see note 8).

J) DEFERRE D CHARG ES AND AM ORTIZATION  (note 9)

Deferred charges are adjusted to reflect current values.  Amortization of deferred charges is determined using

the straight-line metho d based on th e current value o f the assets.

Amortization of the excess of cost over book value of subsidiaries acquired (goodwill) is determined under the
present worth or sinking fund method, which intends a better matching of the amortization of goodwill with the

revenues ge nerated from  the acquired affiliated co mpanies.  Th e amortization p eriods are as follows:

Years

Goodwill from years before 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40

Goodwill from acquisitions starting January 1, 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

At each balance sheet date, the Company evaluates the recoverability of goodwill based on an evaluation of

factors such as the oc currence of a sign ificant adverse even t, change in the env ironment in w hich the business
operates a nd exp ectations o f operatin g results for e ach sub sidiary, this to d etermin e if there are ju dgem ent elem ents

to believe th at the goo dwill balan ce wou ld not be re covered .  An imp airmen t loss wou ld be reco rded in th e period if

such de termina tion is mad e. 

Deferred financing costs originated from our financing operations are amortized over the term in which the

related transactions are outstanding, in proportion to their maturity dates.  These costs include the expenses incurred
for fees paid to lawyers, printers and consultants, as well as commissions paid to banks in the credit approval

process.  Deferred  financing costs are ad justed to reflect current valu es.

K) PENSION PLA NS AND SENIOR ITY PREMIUM  (note 12)

Pension benefits and accumulated seniority premium  rights to which employees are legally entitled are
recognized in the results of operations on the basis of the present value of the benefit determined under actuarial

estimations.  The amortization of unrecognized prior service cost is based on the employees' estimated active service

life.  As of D ecemb er 31, 19 99, the estim ated active  service life o f the perso nnel's' und er benef it plan is app roxi-

mately 22 y ears.

Some subsidiaries have established pension plans supplementary to the benefits provided by law.  The

obligation s under th ese plans a re determ ined base d on actu arial calculatio ns and, in  some c ases, certain irr evocab le

trust funds have been established for these plans.  The actuarial assumptions utilized in these calculations are based

upon "real" rates  (nominal rates reduced by inflation).

Other benefits to which employees m ay be entitled are recognized as an expense in the year in which they are

paid.  These benefits consist principally of severance benefits and vacation.
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L) INCOME  TAX AND E MPLOY EES' STATUTO RY PROFIT SH ARING (note 15)

Incom e Tax an d Em ployees ' Statutory P rofit Sharin g expen se recogn ize the am ounts inc urred, an d the effec ts
of material timing differences between tax and book inco me on which it may  be reasonably estimated that, over a

defined period, a benefit or liability will arise.

M) MONE TARY POSITION  GAIN OR LO SS

The monetary position gain or loss is calculated by applying the inflation rate of each country in which the

Company has operations to the average net monetary assets or liabilities in that country.

N) DEFICIT IN EQUITY RESTATEMENT

The deficit in equity restatement includes the accumulated effect from holding non-monetary assets as well as

the effects of translation of finan cial statements of foreign  subsidiaries.

O) DERIVATIVE FINA NCIAL INSTRUM ENTS (note 14)

The Company uses derivative financial instruments such as interest rate swaps, forward contracts, options and

future contracts in ord er to reduce its expo sure to marke t risks from chang es in interest rates, foreign exch ange rates,

the price of the Company's shares and the price of energy.  Some financial instruments have been designated as

hedges of the C ompan y's costs, debt or equity an d their econom ic effects are recognized  as part of the cost of sales,

comprehensive financing income (cost) or in stockholders' equity, according to their designation. Premiums paid or
received on derivative instruments, are deferred and amortized to the income statement or stockholders' equity,

depending on their destination, over the life of the underlying hedge instrument or imm ediately when they are

settled.

Equity derivatives on the Company's common stock are accounted for as equity instruments and gains and

losses are recognized as an adjustment to stockholders' equity.  At maturity, these contracts provide for physical or
net cash settlement at the Company's option.

Currency forward instruments that have been designated as, and are effective as, a hedge of the Company's net

investments in foreign subsidiaries are recorded at their estimated fair value in the balance sheet.  The realized or

unrealized gains o r losses are recognized  in stockholders' equ ity as part of foreign cu rrency translation ga in or loss.

The results of derivative instruments contracted as a hedge of interest rates are accounted for as part of the

effective interest rate of the related debt within the financial expense.  At settlement, the results are deferred and

recognized over the shorter term of the remaining con tractual life of the derivative instrument or the remaining life

of the liability as an adjustment to interest expense.

P) REVENUE RECOGNITION 

Revenu e is recorded up on shipm ent of cemen t and ready-m ix concrete to custom ers.

Q) USE OF ESTIM ATES 

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

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

the financial statements and the reported amounts of revenues and expenses during the reported period.  Actual

results could differ from  these estimates.
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R) RECLASSIFICATIO NS 

Certain amounts reported in the notes to the consolidated financial statements as of December 31, 1997 and

1998 have been reclassified to conform to the 1999 presentation.

4. OTHER RECEIVABLES

Other current receivables consist of:

December 31,

1998 1999

Non-trade receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 1,284,647 1,537,471

Refundable income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 635,239 388,226

Other refundable taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,571 309,795

Ps 2,090,457 2,235,492

As of December 31, 1998 and 1999, non-trade receivables consisted primarily of interest receivable, notes

receivable, advances to employees for travel expenses, loans made to employees and receivable from the sale of

assets.

5. INVENTORIES

Inventories are sum marized as follow s:

December 31,

1998 1999

Finished goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 998,663 744,626

Work-in -process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 485,695 586,471

Raw m aterials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 509,160 514,152

Supplies  and spar e parts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,988,828 2,754,377

Advances to suppliers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170,409 418,411

Invento ry in transit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,087 117,815

Real estate  held for sa le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  189,117 148,570

Ps 4,372,959 5,284,422

As of December 31, 1998 and 1999, real estate held for sale corresponds to undeveloped land in different

tourist locations in Mexico, originally acquired by the Company for future tourism projects.  Currently, this real

estate is held for sale in the short term.  In accordance with the Fifth Amendment to Bulletin B-10, until December

31, 199 6, indep enden t appraisers  determ ined the a moun ts, which re presented  their estima ted realizab le value. 

Beginning in 1997, such am ounts have been restated using the inflation factors arising from the NCPI.

6. OTHER CURRENT ASSETS

Other current assets include Ps473,330 and Ps128,774, as of December 31, 1998 and 1999, respectively, of

non-cement related assets which are intended to be sold in the short-term, and that are stated at their estimated

realizable value.  These assets include securities and assets for lines of business other than the Company's, which are

mainly origina ted from (i) non -cement related a ssets acquired in the acq uisition of our internation al subsidiaries,

and (ii) assets held for sale includ ing land and b uildings received fro m custom ers as payme nt of trade receivab les.
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As of Dece mber 31 , 1998, within n on-ceme nt related assets acquired as p art of the acquisition of sub sidiaries,

were included approximately Ps420.8 million for an uncompleted real estate project in Spain.  During 1999, the

Company sold part of this asset in Spain, recording a net loss of approximately Ps160 million in the caption Other

Expen ses, net.  Ad ditionally, as  of Dece mber 3 1,1999 , the Com pany re cognize d an im pairme nt allowa nce related  to

this asset for approximately Ps37.5 million in the income statement.  The fair value of the remaining non-cement

assets in Spain as of D ecember 3 1, 1999 is app roximately Ps2 8.5 million and  was reclassified to fixed assets.

7. INVESTMENTS AND NONCURRENT RECEIVABLES

Investments in shares of affiliated companies are accounted for by the equity method, which considers the

results of operations and the stockholders' equity of the investees.  Investment in shares of affiliated companies are

summ arized as follows:

December 31,

1998 1999

Contrib ution or b ook va lue at acqu isition date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ps 2,464,092 4,261,284

Equity in incom e and other ch anges in stockh olders'

equity of subsidiaries and affiliated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,345,812 1,584,953

Ps 3,809,904 5,846,237

Investments held by subsidiaries in the Parent Company amounting to $4,280,151 (171,064,911CPO's) and

$6,051,455 (113,62 5,709 CPO's and 3,66 3,615 warrants) as of Decemb er 31, 1998 and 199 9, respectively, are

offset against majority interest stockholders' equity in the accompanying financial statements.  As part of the hedge

transaction carried out by the Company during 1999 (see notes 2C and 14(d)), a total of 105 million CPOs held by

subsidiaries in the Parent Company were sold.

a) On N ovem ber 22, 1 999, the  Com pany ac quired fro m the E gyptian  govern ment a 7 7% eq uity interest in

Assiut Cement, Co. ("Assiut"), the largest cement-producing company in Egypt, for $318.8 million

(Ps3,031.8 million).  Additionally, the Company has an option until June 30, 2000 to acquire an additional

13% e quity intere st for an ap proxim ate amo unt of $5 3.8 million .  As of De cemb er 31, 19 99, the co nsoli-

dated financial statements of the Company include the balance sheet of Assiut with figures as of November

30, 199 9, and the  results of the o ne-mo nth perio d ended  Novem ber 30, 1 999. 

b) During 1999, the Company entered into capitalization and subscription of shares agreements with institu-

tional investors in Asia, represented by AIG Asian Infrastructure Fund II, L.P. and G IC Special In vest-

ments P te Ltd ., to co-inve st in Cem ex Asia H oldings L td. ("CA H"), a sub sidiary of th e Com pany cr eated to

make  cemen t investm ents in Asia .  Based o n the agre emen ts, on Septe mber 3 0, 1999 , the investo rs in Asia

contribu ted capital to  CAH  of appro ximately  $87 m illion, and th e Com pany, th rough  subsidiaries , contri-

buted to C AH its dire ct participatio n and its ec onom ic benefits in  Rizal Ce ment an d APO  Cem ent, subsid i-

aries in the Philippines.  As a result of this transaction, on September 30, 1999, the direct participation and

econo mic ben efits of the C ompa ny in R izal and A PO dec reased to 6 0% an d 86% , respective ly.  Due to  this

transaction, a minority interest increase in consolidated stockholders' equity was reflected.

c) On September 21, 1999, the Company successfully completed a tender offer for the acquisition of the

Costa R ican cem ent prod ucer, Ce mento s del Pacífico , S.A. ("C empa sa"). Thro ugh this tra nsaction, a

subsidiary of the Company acquired an additional 79.5% of the shares outstanding of Cempasa for

approx imately $ 72 millio n (Ps68 5 million ), increasing  the equity  interest of the  Com pany in  Cem pasa to

95.3%.  As of December 31, 1999, the consolidated financial statements of the Company include the

balance sheet of Cempasa with figures as of December 31, 1999, and the results for the three-month period

ended  Decem ber 31, 1 999. 
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d) In June 199 9, the Com pany acqu ired an 11.92%  equity interest in Cem entos Bio B io, S.A., the largest
cement producer of Chile.  The total of this transaction amounted to approximately $34 million.  As of

December 31, 1999, the investment in Cementos Bio Bio was accounted for under the equity method of

accounting, and is included in the investments in affiliated companies' caption for Ps294,126.

e) In February 1999, a subsidiary of the company acquired 99.9% interest in the economic benefits of APO

Cement Corporation ("APO"), a Philippine cement producer, for approximately $400 million.  As of

December 31, 1999, the consolidated financial statements of the Company include the balance sheet and

results of APO for the year ended December 31, 1999.

f) Through transactions carried out in 1998 and 1999 for approximately $114.6 and $126 million, respec-

tively, a subsidiary of the Company acquired 25 .53% of the comm on stock of PT Seme n Gresik (Persero),

Tbk. ("Gresik"), an Indonesian company with several cement plants.  As of December 31, 1999, the

investment in Gresik was included in the consolidated financial statements under the equity method of

accounting, and is included in the investments in affiliated companies' caption for Ps2,715,781.  As of

December 31, 1998, the investment in Gresik was accounted under the cost method of accounting and

totaled Ps1,169,446.  Under the terms of the Company's agreement, entered in to with the Indonesian
government in connection with the Company's investment in Gresik, the Indonesian government has an

option until Octo ber 2001 to  require the Co mpany  to purchase its 51%  interest in Gresik for a pu rchase

price of approximately $418 million (Ps3,975 million), plus accrued interest since October 1998 at 8.2%

per annum.

g) In December 1998, through a public offering, the Company acquired an additional 21.96% of the shares

repre senta tive o f the c apita l stock  of its C olom bian  subs idiary .  Thr oug h this  acqu isition , the C omp any's

investm ent in this sub sidiary incr eased fro m a 68 .7% to 9 0.7%.  T his transactio n amo unted to a pprox i-

mately $47.3 million (approxim ately Ps469 million).

h) In November 1998, a subsidiary of the Company increased its equity interest in Rizal Cement, Inc.

("Rizal"), a Philippine cement producer to 40%, for an approximate amount of $130 million.  Likewise, as

part of this transaction, a Philipp ine investor, throug h the subscription o f a special series of shares,

purcha sed an ad ditional 30 % of R izal.  The P hilippine in vestor an d Cem ex form ed an allian ce that gran ts

the Company control of the operations not reserved for nationals under Philippine law, and the administra-

tion of Rizal. Through these transactions, the Company has 70% of the economic benefits of Rizal.  As of

December 31, 1999, the consolidated financial statements include the balance sheet and results of Rizal for

the year 1999 .  As of Decem ber 31, 199 8, the investmen t in Rizal was acco unted for by  the purchase

method of accounting and the accounts of Rizal are included in the Company's consolidated financial

statemen ts based up on Riza l's Novem ber 30, 1 998 am ounts.  

Certain condensed financial information of the balance sheets and income statements of the acquired companies

during 1 999, for  the period s mentio ned abo ve, are pre sented be low: 

a) Assiut c) Cemp asa e) APO

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 4,071,075 636,775 3,583,730

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,712,115 254,312 1,180,891

Stockh olders' equ ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,358,960 382,463 2,402,839

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 137,686 91,195 617,044

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,392 20,099 111,070

Net ( loss)  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,200) (17,728) 73,217
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8. PROPERTY, MACHINERY AND EQUIPMENT

During 1999, through the analysis of the economic and market conditions prevailing in the countries where the

Com pany o perates, the  Com pany's m arketing p lans, as we ll as future pr oductio n needs , the Com pany d ecided to

cease operations in 4 operating cement assets located in Mexico and Colombia, as well as to partially close 4 other

operating  cemen t assets located  in the sam e countrie s, in order to  avoid a p roductio n overlo ad.  Base d on this

analysis, the Company estimated that the expected future cash flows to be generated by such assets would not be

sufficient to recover their book value.

As a result of the above and, according to the guidelines established in Bulletin C-6 "Property, Machinery and

Equipment", during 1999, the Company determined an impairment provision of approximately $63.1 million

(Ps600 .1 million) , which is re flected in the  consolid ated inco me statem ent und er the cap tion Othe r Expen ses, net. 

As of D ecemb er 31, 19 99, the asse ts subject to im pairme nt describe d abov e are valu ed at their estim ated realiza ble

value, net of the expenses estimated for their disposal and their depreciation has been suspended.  The remaining

book value of these assets is approximately Ps313 million and it is the Company's intention to dispose of those that

were completely closed.  The impact at December 31, 1999 of having suspended depreciation of these assets on the

1999 results was approximately Ps30.2 million.

The Company continues with the assessment process of its subsidiaries' fixed assets; therefore, the possibility of

future pro visions for  impairm ent of add itional assets ex ists. 

In 1998 , the Com pany so ld a cem ent plant an d its related asse ts of its Span ish subsidia ry for app roxima tely

$260 m illion (Ps2,5 77 millio n), resulting  in a gain in  the conso lidated inco me statem ent of app roxima tely Ps32 5.5

million.  T he sale inclu ded the re ady-m ix concre te, mortar  and agg regates op erations rela ted to that pla nt.

9. DEFERRED CHARGES

Deferred ch arges are sum marized as follow s:

December 31,

1998 1999

Excess of cost over book value of subsidiaries and affiliated

companies acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 23,032,628 24,341,809

Term inal installation  costs and o ther intang ible assets . . . . . . . . . . . . . . . . 45,890 59,125

Deferred finan cing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 415,753 532,666

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,936,326 3,434,052

Accumulated amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,230,191) (5,096,870)

Ps 22,200,406 23,270,782

As of Decemb er 31, 1999, as a result of the acquisitions made by the Com pany during 1999  (see note 7),

goodwill increased approximately $24 9 million (Ps2,368 million), in relation to the prior year.
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10. SHORT-TERM BANK LOANS AND NOTES PAYABLE

Short-term de bt is summa rized by curren cy as of Dece mber 31 , 1998 and  1999, as follow s:

1998 Rate 1999 Rate

US Dollars . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 10,238,479 5.8% - 10.0% 7,823,221 5.4% - 10.8%

Euros . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 882,465 3.5% - 4.1%

Egyptian Pounds . . . . . . . . . . . . . . . . . . . . . . . - - 674,049 10.5%

Philippine Pesos . . . . . . . . . . . . . . . . . . . . . . . . 196,334 16.8% 226,710 13.0% - 15.7%

Spanish Pesetas . . . . . . . . . . . . . . . . . . . . . . . . 381,717 3.9% - 5.8% 183,782 3.8%

Colombian Pesos . . . . . . . . . . . . . . . . . . . . . . . 143,845 19.8% 5,438 19.8%

Ps 10,960,375 9,795,665

11. LONG-TERM BANK LOANS AND NOTES PAYABLE 

The conso lidated long-term  debt is summ arized as follows:

1998 Rate 1999 Rate

A) Bank Loans

1. Syndic ated loan s denom inated in

foreign currency, due from 2000

to 2006 . . . . . . . . . . . . . . . . . . . . Ps 9,507,040   6.1% - 8.2% 13,453,507 4.1% - 9.5%

2. Bank loans denom inated in for-

eign curr ency, du e from 2 000 to

2007 . . . . . . . . . . . . . . . . . . . . . . 5,314,328 3.9% - 19.8% 4,786,905 3.5% - 15.7%

3. Revolving line of credit in for-

eign curr ency, du e from 2 001 to

2002 . . . . . . . . . . . . . . . . . . . . . . 4,856,337 6.6% 3,804,000 7.1%

19,677,705 22,044,412

 B) Notes P ayable  

4. Euro medium-term Notes de-

nominated in foreign currency,

due from 2000 to 2006 . . . . . . . 13,029,409 8.5% - 12.8% 14,118,718 8.5% - 12.8%

5. Commercial paper denominated

in foreign currency with revolv-

ing maturities every one or two

years . . . . . . . . . . . . . . . . . . 1,922,713 5.3% - 7.7% 1,588,170 7.3%

6. Yankee Notes, due in 2003 . . . . 1,735,989 8.4% 782,673 8.4%

7. Other notes denominated in for-

eign curr ency, du e from 2 000 to

2009 . . . . . . . . . . . . . . . . . . . . .  894,709 6.7% - 9.8% 809,379 7.1% - 8.9%

17,582,820 17,298,940

37,260,525 39,343,352

Current maturities . . . . . . . (6,177,195) (7,575,154)

Ps 31,083,330 31,768,198
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1. Syndic ated loan s denom inated in fo reign cur rency h ad a we ighted av erage floa ting interest ra te of 6.8%  in

1998 a nd 6.2%  in 1999 .  These loa ns had a w eighted a verage sp read base d on LI BOR  of 132 b asis points

in 1998 and 98 in 1999.

2. Bank  loans den omina ted in foreig n curren cy, of wh ich 93%  in 1998  and 48 % in 19 99 wer e floating ra te

with a weighted average interest rate of 6.5% in 1998 and 5.4% in 1999.  These loans had a weighted

average spread based on LIBOR of 122 basis points in 1998 and 45 basis points in 1999.

3. Revo lving line o f credit in for eign curr ency w ith an ave rage floatin g rate of 6 .6% in 1 998 an d 7.1%  in

1999.  Th ese loans had a sp read based on  LIBOR  of 125 basis po ints.

4. Euro m edium -term N otes deno minated  in foreign  currenc y with a w eighted a verage f ixed rate o f 10.5%  in

1998 and 10.3% in 1999.

5. Com mercial p aper den omina ted in foreig n curren cy with re volving  maturities e very on e or two y ears with

a weighted average floating interest rate of 6.0% in 1998 and 7.3% in 1999.  These loans had a spread

based on LIBOR of 73 basis points in 1998 and 116 basis points in 1999.

6. Yankee Notes had a fixed rate of 8.375% in 1998 and 1999.

7. Other notes denominated in foreign currency of which Ps412,057 and Ps124,170 were floating rate with a

weighted average interest rate of 6.9% and 5.9% in 1998 and 1999, respectively.  These loans had a

weighted average spread based on LIBOR of 162 basis points in 1998 and 16 in 1999.  The remaining

Ps482,652 in 1998 and Ps685,209 in 1999 were fixed rate with a weighted average interest rate of 8.9%

and 6.4% in 1998 and 1999, respectively.

Long-term  debt is summ arized by curren cy as of Dece mber 31 , 1998 and  1999 as follow s:

Consolidated

1998 1999

US Dollars . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 30,219,953 25,119,131

Euros . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 4,354,799

Egyptian Pounds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 1,560,124

Philippine Pesos . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137,837 197,409

Spanish Pesetas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 668,085 498,006

Colombian Pesos . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,599 38,729

Venezuela Bolivars . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,856 -

Ps 31,083,330 31,768,198

As of D ecemb er 31, 19 99, the C ompa ny has in terest rate swa p contrac ts for up to $ 450 m illion (Ps4,2 79.5

million), exchanging fixed for floating rates.  Additionally, the Company has interest rate collars for 7,500 million

pesetas (Ps4 30.7 m illion) and $ 50 millio n (Ps 475 .5 millions ) in 1998  and 2,5 00 millio n pesetas (P s143.6 m illion) in

1999, related to the debt negotiated at variable rates in a range of LIBOR and M IBOR.  Furtherm ore, there are

forward  range sw ap contra cts coverin g up to $ 405 m illion (Ps3,8 51.6 m illion) and $ 80 millio n (Ps76 0.8 million ) in

1998 and  1999, respective ly, to protect the financial cost o f debt negotiated a t variable rates.

The C ompa ny has th ese interest rate  hedge in strumen ts and der ivative instru ments as  part of its strateg y to

manage the overall cost of borrowing.  The results of these instruments are recognized as part of the financial

expense.
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As of December 31, 1999, the Company's maturity dates, interest rates being hedged, current interest rates and

estimated market value of interest rate collars and swaps related to the debt hedged as described above are presented

as follows:

Maturity date

Interest rate

hedged or

exchanged

Effective

interest rate

Estimated

market value

Debt denominated in Pesetas . . . . . . . . . . . . . . . . . April 2000 3.11% 3.68% Ps (466)

Debt denominated in U S dollars . . . . . . . . . . . . . . March 2001 6.51% 6.33% (2,254)

Debt denominated in U S dollars . . . . . . . . . . . . . . June 2002 9.25% 8.19% (54,540)

Debt denominated in U S dollars . . . . . . . . . . . . . . October 2009 9.63% 8.47% (57,669)

Ps (114,929)

As of D ecemb er 31, 19 98, the estim ated ma rket value  of these instru ments sh owed  a loss of app roxima tely

Ps(218,820).

The estimated market value of the interest rate collars and swaps will fluctuate over time and will be determined

by the market future pricing of the rates.  Fair values should not be viewed in isolation, but rather in relation to the

fair values o f the und erlying tran sactions an d the ov erall reduc tion in the C ompa ny's expo sure to fluc tuations in

interest rates.  The notional amounts of derivative instruments do not necessarily represent amounts exchanged by

the parties an d, conseq uently, the re is no direc t measur e of the C ompa ny's expo sure for the  use of thes e derivativ es. 

The amounts exchanged are calculated on the basis of the notional amounts and the other items included in the

derivative instrum ents.

The ma turities of long-term de bt as of Decem ber 31, 199 9 are as follows:

Total

2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 9,500,309

2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,253,834

2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,476,846

2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,137,349

2005 and thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,399,860

Ps 31,768,198

As of December 31, 1998, the subsidiaries that guaranteed indebtedness of the Company for an aggregate of

$2,010 million were: Tolmex, S.A. de C.V., Serto Construcciones, S.A. de C.V., Cemento Portland Nacional, S.A.

de C.V., Cementos Mexicanos, S.A. de C.V. and Cemex Control, S.A. de C.V.  As of December 31, 1999, Cemex

México, S.A. de C.V. and Empresas Tolteca de México, S.A. de C.V., guaranteed indebtedness of the Company for

an ag greg ate am oun t of $2 ,090  millio n.  Th e cha nge o f the su bsidi aries,  whic h gu aran teed t he C omp any's

indebtedness resulted from the mergers mentioned in note 3D.  The combined summarized financial information of

these gua rantors as o f Decem ber 31, 1 998 an d 1999  is as follows: 

1998 1999

Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 63,016,437 46,577,555

Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,256,006 29,198,250

Stockh olders' equ ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,760,431 17,379,305

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 8,535,071 19,255,634

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,564,409 8,830,772

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,732,752 6,240,053
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As of December 31, 1999, the Company and its subsidiaries have the following lines of credit, both committed

and subject to the bank's availability, at annual interest rates ranging from 5.4% to 12.8%, in accordance with the

negotiated currency:

Line of Credit Available 

Euro medium -term Notes ($1,250 million) . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 11,887,500 8,180,312

European com mercial paper ($600 m illion) . . . . . . . . . . . . . . . . . . . . . . . . . 5,706,000 4,117,830

US commercial paper ($250 million) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,377,500 2,377,500

Current line of credit ($250 million) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,377,500 2,377,500

Lines of credit of foreign subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,450,086 3,603,728

Other lines of credit from Mexican banks . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,376,839 4,503,688

Other lines of credit from foreign banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,203,831 2,292,348

Ps 37,379,256 27,452,906

At Dec embe r 31, 199 8 and 1 999 in th e conso lidated bala nce shee ts there are cu rrent liabilities am ounting  to

$168 million and $226 million, respectively, classified as long-term debt due to the ability and intention of the

Com pany to  refinance  such ind ebtedne ss with the a vailable am ounts of th e long-ter m lines o f credit.

As of D ecemb er 31, 19 99, the C ompa ny establish ed depo sits in trusts am ounting  to $120  million (P s1,141.2

million).  Such deposits are committed to the repayment of $30 million in short term debt and $90 million in long

term debt, to repay part of the Yankee Bond purchase offer (see note 22).  These deposits have been offset for

presentation purp oses.

Certain credit agreements are guaranteed by the Company and/or some of its subsidiaries and contain restrictive

covenants that limit the sale of assets, maintain control of the shares of certain subsidiaries, establish liens and

require the Company to comply with certain financial ratios.  When a default event has occurred, the Company has

obtained the resp ective waivers.
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12. PENSION PLANS AND SENIORITY PREMIUM

The net periodic pension cost of the pension plans and seniority premium and the actuarial present value of the

benefit obligation and the funded status of the plans described in note 3K, were determined based on computations

prepared by  independe nt actuaries as of Dec ember 31 , 1998 and  1999, and  are summ arized as follows:

1998 1999

Change in benefit obligation:

Benefit obligation ("PBO") at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 577,854 1,320,987

Service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,521 170,701

Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,843 113,642

Ame ndme nts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 573,921 1,038

Actuaria l results . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 255 79,881

Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,719 3,910

Foreign  exchan ge rate ch anges an d inflation a djustme nts . . . . . . . . . . . . . . . . . (46,820) 47,401

Benef its paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (78,306) (81,829)

Benefit obligation ("PBO") at end of year
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1,320,987 1,655,731

Change in plan asset:

Fair value of plan assets at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,713 184,063

Actuaria l return on  plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,600 23,541

Actuarial differences . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,471 161,670

Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,372 800

Foreign  exchan ge rate ch anges an d inflation a djustme nts . . . . . . . . . . . . . . . . . - 25,014

Employer contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97,907 329,700

Benefits paid from the funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - -

Fair value of plan assets at end of year
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

184,063 724,788

Amounts recog nized in the statements of financial position consist of:

Funded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,136,924) (930,943)

Unrecog nized prior service co st . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 559,153 613,680

Unreco gnized n et actuarial re sults . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (41,010) (80,661)

Accrue d benef it liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (618,781) (397,924)

Addition al minim um liab ility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (339,883) (130,487)

Net liability recognized in the consolidated balance sheet . . . . . . . . . .
Ps (958,664) (528,411)

The Actuarial Present Obligation ("APO") as of December 31, 1998 and 1999 amounted to Ps1,138,758 and

Ps1,368 ,408, resp ectively.  O f these AP O am ounts, the v ested por tion was P s627,42 3 in 199 8 and P s683,44 6 in

1999.  As of December 31, 1997, the net cost derived from the pension plans and seniority premium was Ps137,849.

As of December 31, 1998 and 1999, the plan assets are mainly composed of fixed return instruments and stock

of comp anies traded in form al stock exchan ges.
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The most significant assumptions used in the determination of the net periodic costs were the following:

1998 1999

Range of discount rates used to reflect the obligations present value . . . . . . . . 4.5% - 6.0% 4.5% - 6.0%

Rate of return o n plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7% 6%

Commencing in January 1998, most of the subsidiaries of the Company in Mexico were incorporated to include

pension plans.  Therefore, the initial actuarial valuation of the labor obligation for all Mexican subsidiaries under

the plan benefits was made as of January 1, 1998.  As mentioned in note 3K, the Company applies real rates

(nominal rates discounted for inflation) in the actuarial assumptions used to determine the pension plans and

seniority premium liabilities.  With the use of real rates, there is a decrease in the difference between the APO and

the PBO.  As a result of the use of real rates and the initial valuation in Mexico as of January 1, 1998, and according

to genera lly accepte d accou nting prin ciples, the C ompa ny reco gnizes a m inimum  liability again st an intang ible

asset, which as of December 31, 1998 and 1999 was Ps339,883 and Ps130,487, respectively.

13. STOCKHOLDERS' EQUITY

A) CAPITAL STOCK

The previously reported share and per share am ounts corresponding to 1998 an d the 1999 changes do ne before

September 14, 1999 , have been restated to give effect to the stock split made during 1999 (see note 2A).

Capital stock of the C ompan y as of Decem ber 31, 199 9 is as follows:

Series A (1) Series B (2)

Subscribed and paid shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,959,216,418 1,479,608,209

Treasury shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105,241,768 52,620,884

Unissued shares authorized for Executive Stock Option Plans . . . . . . . . . . 132,350,424 66,175,212

3,196,808,610 1,598,404,305

______________

(1)  Series "A" or Mexican shares represent at least 64% of capital stock.

(2)  Series "B" or free subscription shares represent at most 36% of capital stock.

Of the tota l shares, 3,26 7,000,0 00 corre spond to  the fixed p ortion an d 1,528 ,212,91 5 corresp ond to th e variable

portion.

During 1999, at the annual stockholders' meeting, a dividends program was established through which

shareholders elected between receiving a dividend in cash of Ps0.44 per share or reinvesting such dividend in the

subscription of new shares representative of the capital stock.  As a result of the program, cash dividends were

declared in the amount of Ps1,887,312.  Of the total of dividends declared, shareholders reinvested Ps1,679,627;

therefore, a total of 94,758,232 series "A" shares and 47,379,116 series "B" shares were subscribed and paid,

generating an additional paid-in capital of Ps1,677,974.
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B) EXECUTIVE STOCK OPTION PLAN (see note 2A)

The C ompa ny has ad opted a S tock Op tion Plan fo r shares of th e variable  portion o f the com mon sto ck. 

Through this program, the Company grants to eligible executives, designated by a technical committee, stock option

"rights" to subscribe up to 72,100,000 new CPO's.  As of December 31, 1998 and 1999 the option balances were as

follows:

1998 1999

Number of

options

Exercise

price *

Number of

options

Exercise

price *

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,399,005 32.00 47,000,318 34.11

Canceled . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - (55,608) 42.22

Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,481,194) 25.68  (5,924,788) 25.59

Outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,917,811 41,019,922
__________________

*   Weighted average exercise price per CPO

The option rights may be exercised up to 25% of the total number of options during the first four years after

having been granted.  The option rights expire after a maximum of ten years or when the employee leaves the

Company.  A portion of the options has an exercise maturity period of five years, which can be extended to ten

years if certain conditions are met during the first five years.   Under the Stock Option Plan, the Company has no

obligation to recog nize a liability for the amo unt of options.

During 1998 and 1999, options were granted to purchase 9,246,120 and 16,601,313 CPO's at a weighted

average purchase price per option of Ps42.26 an d Ps38.07 per CPO , respectively.  The options exercised were

234,671 and 3,443,594 at a weighted average purchase price per CPO of Ps23.52 and Ps24.70 for 1998 and 1999,

respectively.  The balance of CPOs available for the Stock Option Plan as of D ecember 31, 1998  and 1999 were

41,700,995 CPOs and 25,099,682 CPOs, respectively.  As of December 31, 1999 the outstanding options have a

remaining av erage exercise pe riod of appro ximately 7.3 y ears.

The CPOs issued upon the exercise of options were paid at their purchase price per CPO, generating an

additional paid-in capital of Ps9,706 and Ps88,056 in 1998 and 1999, respectively.

The Company's is obligated under the Stock Option Plan, to issue CPOs representing the capital stock of the

Com pany, o n each ex ercise date, w hich repr esents an in crease in su ch capital.

C) RETAINED EARNINGS

Retained earnings as of December 31, 1999 include Ps42,593,257 earnings generated by subsidiaries and

affiliated compan ies, which ma y be distributed by  the Com pany wh en the respective div idends are declare d by these

companies.  Furthermore, retained earnings include a reserve to repurchase the Company's shares in the amount of

Ps10,697,749.

Net income of the year is subject to a 5% allocation to constitute a legal reserve, until such reserve equals one

fifth of the capital stock.  As of December 31, 1999, the legal reserve amounted to Ps1,232,933.

Earnings distributed as dividends in excess of tax earnings will be subject to tax as defined by the Mexican

Income T ax Law, in w hich case, only 6 5% of retained  earnings ma y be distributed to the sh areholders.
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D) EFFECTS OF INFLATION 

The effects of inflation on the majority interest stockholders' equity as of December 31, 1999 are summarized as

follows:

Historical

cost

Inflation

adjustment Total

Common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 49,312 2,737,610 2,786,922

Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,255,558 9,480,277 18,735,835

Deficit in equity restatement . . . . . . . . . . . . . . . . . . . . . . . . . . . . - (39,490,802) (39,490,802)

Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,637,268 28,363,393 58,000,661

Net income of the year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,178,227 70,819 9,249,046

E) FOREIGN CURRENCY TRANSLATION

Net foreign currency translation results, amounting to Ps229,670, Ps2,864,866 and Ps(229,244) in 1997, 1998

and 1999 , respectively, have be en recorded  directly to stockholde rs' equity, and are sum marized as follow s:

                                                                                                                                              December 31,                    

1997 1998 1999

Foreign currency translation adjustment . . . . . . . . . . . . . . . . . . . . . . . Ps 676,599  5,877,309 (825,736)

Foreign exch ange gain (loss) (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (446,929) (3,012,443) 596,492

Ps 229,670  2,864,866 (229,244)

______________

(1)   Foreign  exchan ge losses fro m the fin ancing id entified w ith the acqu isitions of fore ign subsid iaries in

  accordance with Bulletin B-15.

The foreign currency translation adjustment includes foreign exchange results from financing related to the

acquisition of foreign subsidiaries by a subsidiary of the Company in Spain for Ps(852,571), Ps452,978 and

Ps(1,87 6,891), in  1997, 1 998 an d 1999 , respective ly.  

F) OTHER EQUITY TRANSACTIONS

In May 1998, a subsidiary of the Company in Spain issued $250 million of preferred shares ("Putable Capital

Securities") at a dividend rate of 9.66% per year.  The Company has an option to repurchase the balance on

November 15, 2004, or on any other subsequent dividend payment date.  Additionally, the holders of the instrument

have the right to sell the instrument to the Company on May 15, 2005.
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As of December 31, 1999 there are financial transactions totaling $604.6 million (Ps5,749.8 million), some of

which include guarantees, which have been offset for presentation purposes in the Company's consolidated balance

sheet.  These financial transactions have been offset as follows: $500 million for a minority interest without voting

rights or dividend  rights of the subsidiary in S pain and $1 04.6 million for th e transfer of assets to a trust.  These

financial transactions require certain collateral guarantees.  The maturity of the described transactions varies

betwee n the yea r 2000 a nd 200 7, and the  Com pany h as the optio n to reacq uire the relate d assets at diffe rent dates. 

As of December 31, 1998, $78 million were compensated with stock of the Parent Company, amount that was

refinanced in 1999 as a part of the transaction, which includes stock of the subsidiary in Spain.

As of December 31, 1999, the Company has recognized valuation effects in the stockholders' equity for

Ps523,433, derived from inve stments available for sale (see note 3H).

14. DERIVATIVE FINANCIAL INSTRUMENTS

As of D ecemb er 31, 19 99, the C ompa ny has en tered into v arious de rivative fina ncial instrum ent transac tions in

order to reduce its risks resulting from changes in interest rates (see note 11), foreign exchange rates and the price of

its common shares.  These instruments have been negotiated with major domestic and international institutions and

corporations, which have a solid financial capacity.  Therefore, the Company considers that the risk of non-

compliance of the obligations agreed upon by such counterparties is minimum.  The notional amount, as well as the

estimated fair value o f the derivative instrum ents as of Decem ber 31, 199 8 and 199 9, is as follows:

December 31, 1998 December 31, 1999

Notional
amount

Fair
value

Notional
amount

Fair
value

(Thousands of US dollars)

a) Equity fo rward c ontracts . . . . . . . . . . . . . . . . . . . . . . . . . . . 220,638 (48,011) 222,719 89,650

b) Foreign  exchan ge forw ard con tracts . . . . . . . . . . . . . . . . . . 250,000 (60,848) 410,000 12,423

c) Call options . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 51,530 (15,427)

d) Warra nts related fo rward c ontracts . . . . . . . . . . . . . . . . . . . - - 606,005 122,690

______________

a) The Company has entered in to forward agreements and has sold (put) options related to its outstanding

common stock at an established price that covers up to approximately $137 and $106 million as of December

31, 1998 and 1999, respectively.  At maturity, these agreements provide for physical or net cash settlement, at

the Company's option, and the gains or losses are recognized in stockholders' equity.  In addition, the Company

has forw ards related  to its ADS s, in order to  fully cov er its volun tary stock o ption plan s for emp loyees fo r up to

$84 and US $116 million, in 1998 and 1999, respectively.  Through these programs, the Company's executives

elected to p urchase  options to  buy 7,2 93,675  ADSs  of the Co mpan y.  These  options ar e exercisab le quarterly

over a period of 5 years, and they have an exercise price which increases quarterly in dollars taking into account

the funding cost in the market.  For the sale of the options, the Company received a premium equivalent to a

percentage of the option price at the beginning of the program.  As of December 31, 1999, the Company had

voluntary stock  options outstand ing for 4,527 ,369 AD Ss.

b) The C ompa ny has en tered into fo reign exc hange  forward  contracts in  order to p rotect itself from  variations in

foreign e xchan ge rates.  Th ese contra cts have b een desig nated as a h edge on  the Com pany's ne t investm ent in

foreign su bsidiaries fo r up to $2 50 millio n and $ 410 m illion as of D ecemb er 31, 19 98 and  1999, re spectively . 

The fair value effects arising from these instruments are recorded for as part of the translation effect of foreign

subsidiaries (see note 13 E).
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c) At December 31, 1999 the Company has outstanding call options for 1,229,260 of its ADSs.  The Company

may exercise these call options until October 15, 2000, at a weighted average strike price of $41.89 per ADS.

d) Regarding the public offer for warrants' subscription made by the Company during December 1999, and the

related sale of CPOs and shares of a subsidiary mentioned in note 2C, the Company, through a subsidiary,

carried out a hedge transaction by means of which forward contracts were entered into to repurchase the total of

CPOs and shares over a period of three years, and prepaid approximately $439.9 million (Ps4,183.5 million) of

the forward p urchase price.  A t maturity, the forwa rd contracts prov ide for the physica l exchange o f the shares,

and the effects are recognized as part of stockholders' equity.  In the financial statements as of December 31,

1999, anticipated effect has been given to the liquidation of the forward for the portion corresponding to the

shares of the subsidiary, due to the prepayment of the forward and the withholding of all economic and voting

rights ove r such sha res.  There fore, a net p repaym ent of app roxima tely $51.7  million (P s491.7 m illion), is

reflected in Other Long-Term Accounts Receivable corresponding to the CPO's portion.

Additionally, du ring 1999, the C ompan y terminated a d erivative transaction from  which gains o r losses,

depended on the performance of its common shares in relation to the Price and Quotation Index in Mexico.  The

effects deriv ed from  this transactio n are inclu ded in the  statemen ts of incom e. 

The estim ated fair va lues of de rivative fina ncial instrum ents used  to hedg e the Co mpan y's risks will fluc tuate

over tim e, and are  based on  estimated  settlemen t costs or qu oted m arket price s.  Fair value s should n ot be view ed in

isolation, but rather in relation to the fair values of the underlying hedge transactions and the overall reduction in the

Company's exposure to adverse fluctuations in foreign exchange rates and price of shares.  The notional amounts of

derivatives summarized above do not necessarily represent amounts exchanged by the parties and, therefore, are not

a direct measure of the exposure of the Com pany though its use of derivatives.  The amoun ts exchanged are

calculated on the b asis of the notional am ounts and the o ther items of the deriv atives, which relate to interest rates,

exchange rates or other financial index.

15. INCO ME T AX ("IT "), BUSIN ESS AS SETS  TAX  ("BAT "), EM PLO YEE S' STAT UTO RY PR OFIT

SHARING ("ESPS") AND DEFERRED TAXES

In accordance with present tax legislation in Mexico, corporations must pay either Incom e Tax ("IT") or 

Business Assets Tax ("BAT") depending on which amount is greater for their operations in Mexico.  Both taxes

recognize the effe cts of inflation in a man ner different from  generally accep ted accounting  principles.  Emp loyees'

Statutory  Profit Sha ring ("ES PS") is calcu lated on a  similar basis a s Incom e Tax, bu t without re cognizin g the effec ts

of inflation.

A) IT, BAT AND ESPS

The Company and its subsidiaries in Mexico consolidate for IT and BAT purposes.  Beginning in 1999, the

determination  of the consolidated  IT for the M exican com panies considere d 100%  of the taxable incom e or tax loss

of the holding company, and a maximum of 60% of the taxable income or tax loss of each of the subsidiaries.  For

the period of 1999 and after, the taxable income of the subsidiaries that have tax loss carryforwards generated

before 1999, will be taken according to its equity participation at the end of the period.  Therefore, the amounts of

these items included in the accompanying financial statements, in respect of the Mexican subsidiaries, represent the

consolidated result of these taxes.  For ESPS purposes, the amount presented is the sum of the individual results of

each company.
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Income T ax benefit (expe nse) is summ arized as follows:

Year ended December 31,

1997 1998 1999

Current Income Tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps (1,495,290) (1,476,492) (3,951,129)

Received from subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - -

Deferred taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - (5,166)

Utilization of  tax loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . 957,111 962,699 3,305,974

Effects of inflation (note 3B) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,387 55,853 -

Ps    (508,792)    (457,940)      (650,321)

Total IT includes Ps 240,588, Ps 290,389 and Ps 340,588 from foreign subsidiaries and Ps 268,204, Ps167,551

and Ps 310,239 from Mexican subsidiaries for 1997, 1998 and 1999, respectively.  The Company, as a holding

company, prepares its IT and BAT returns on a consolidated basis for its operations in Mexico, which resulted in tax

benefits of Ps760,284 in 1997, Ps 1,760,977 in 1998 and Ps 64,805 in 1999.

The effects of inflation are not recognized for income tax purposes in some countries in which the Company

operates, o r are recog nized diff erently fro m the g enerally a ccepted  accoun ting princ iples used b y the Co mpan y. 

These effects, as well as other differences between the accounting and the income tax basis, arising from the several

incom e tax rates an d laws to w hich the C ompa ny is entitled  in the cou ntries in wh ich it has op erations, giv e rise to

tempo rary differ ences be tween th e statutory ta x rate and  the effective  tax rate pre sented in th e incom e statemen t:

December 31,

1997 1998 1999

% % %

Statutory  tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34.0 34.0 35.0

Utilization of tax loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (14.2) (14.9) (27.9)

Addit ional deductions and tax credits for income

tax purposes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12.9) (20.0) 8.0

Expenses and other non-deductible i tems . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.8 5.9 (9.1)

Non-ta xable sale o f marke table secur ities and fixe d assets . . . . . . . . . . . . . . . . . . (3.6) 0.4 (2.4)

Difference between book and tax inflation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6.7) (6.9) 2.4

Business assets tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.5 2.1 3.7

Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.3) 2.8 3.5

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.1) (1.5) (6.6)

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 3.3 (0.4)

Effective  consolid ated tax rate
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

5.5 5.2 6.2

The Company, for its operations in Mexico has accumulated tax loss carryforwards regarding IT, which may be

offset against taxable income in the succeeding ten years according to the Income Tax Law:

Year in which tax loss occurred 

Amount of

carryforwards

Year of

expiration

1995 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps855,142 2005

For the year ending December 31, 1999, the Company utilized accumulated tax loss carryforwards against the

period's taxable income of its operations in Mexico in the amount of Ps9,445,639, which generated a benefit of

Ps3,305,974.  The Company and its subsidiaries in Mexico must generate returns to keep the benefit of the tax loses

carryforward s generated from  1999 and  future years.
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The BAT Law establishes a 1.8% tax levy on assets, indexed for inflation in the case of inventory, property,

plant and equ ipment after ded ucting certain liabilities.

The 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 levied exceeds BAT levied in such period.  The recoverable BAT as of December 31,

1999 is as follow s:

Year in which Business Assets Tax exceeded Income Tax 

Amount of

carryforwards

Year of 

expiration

1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps  133,374 2007

1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 314,400 2009

Ps  447,774

B) DEFERRED INCOME TAX

As of Decemb er 31, 1999, the Com pany has created a deferred income tax p rovision for the temporary

differences of results, over which it is reasonably estimated that in a defined period a benefit or liability is originated

for tax effects in the amount of Ps1,047 million.

During 1999, the Mexican Institute of Public Accountants ("IMCP"), issued the new Bulletin D-4 Accounting

treatment of income tax, business assets tax and employees' profit sharing ("Bulletin D-4").  Bulletin D-4 requires

the determination of deferred IT through the application of the statutory IT rate, to the amount of tempo rary differ-

ences resulting from comparing the book and taxable value of the assets and liabilities, applying when available the

tax loss carry forward s, as well as the  BAT  balances  or other tax  credits to be  recover ed.  Likew ise, it is required  to

determine the effect of deferred ESPS for those temporary differences arising from the reconciliation of the net in-

come of the period and the taxable income for ESPS, of a non-recurring nature.

The provisions of Bulletin D-4 are mandatory starting January 1, 2000.  The beginning net accumulated effect

from d eferred in come  tax derive d from  the adop tion of the B ulletin, mu st be recog nized in th e financia l statemen ts

affecting the stockholders' equity in the account named "Accum ulated Effect of Income Tax".

So far, the Company is in the process of determining the final effect that Bulletin D-4 will generate on the

financial statements in 2000, for such purpose, an estimated consolidated calculation was determined, which can be

representative of the position as of December 31, 1999.  Through this calculation, the Company estimated that due

to the adoption of the new Bulletin D-4, it would be necessary to recognize an additional deferred income tax

liability for an approxim ate amoun t of Ps3,799 m illion.  Such additional liability wo uld be recorde d against

stockholders' equity.

16. FOREIGN CURRENCY POSITION

The exchange rate of the Mexican peso to the U.S. dollar as of December 31, 1997, 1998 and 1999 was Ps8.07,

Ps9.90 and Ps9.51 per dollar, respectively.  As of January 17, 2000, the exch ange rate was Ps9.43 per dollar.
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As of Dece mber 31 , 1999 and  for the year then en ded, the principal b alances denom inated in foreign cu rrencies,

as well as non-m onetary assets in M exico of foreign  origin are presented  as follows:

December 31, 1999

Mexico Foreign Total

(Thousa nds of U.S. do llars)

Curren t assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 123,376 939,677 1,063,053

Non-curre nt assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  693,858(1) 5,840,472 6,534,330

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 817,234 6,780,149 7,597,383

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 804,253 856,126 1,660,379

Long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,848,675 1,641,939 3,490,614

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,652,928 2,498,065 5,150,993

______________

(1) Non-monetary assets in Mexico of foreign origin.

Additionally, the Mexican operations in foreign currencies during 1997, 1998 and 1999, are summarized as

follows:

December 31,

1997 1998 1999

(Thousa nds of U.S. do llars )

Export sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $131,773   92,170 83,190

Import purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,452   36,563 29,954

Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,652   24,035 14,575

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225,300 202,748 221,057

17. GEOGRAPHIC SEGMENT DATA

The Company is engaged principally in one industry segment, which is the construction industry through the

production and marketing of cement and concrete.  The following table presents information about the Company by

geographic area for 1997, 1998 and 1999:

Net Sales

December 31,

1997 1998 1999

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 17,463,315 19,320,749 22,177,707

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,441,683 8,909,898 7,335,325

Venez uela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,700,165 5,173,018 4,570,566

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,483,937 5,357,583 5,677,615

Colom bia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,765,344 2,612,383 1,598,998

Caribbean and Central-America . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,361,719 2,616,834 3,509,134

Philippines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 1,164,474

Egypt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 137,686

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,070,832 2,745,770 3,700,630

43,286,995 46,736,235 49,872,135

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,780,557) (3,968,795) (3,958,189)

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 38,506,438 42,767,440 45,913,946
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Operating Income

December 31,

1997 1998 1999

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 5,179,121 7,805,839 9,821,679

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,602,176 2,423,426 2,387,015

Venez uela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,627,505 1,736,383 1,247,517

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 284,606 752,845 1,172,163

Colom bia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 831,747 110,679 378,761

Caribbean and Central-America . . . . . . . . . . . . . . . . . . . . . . . . . . . 608,304 438,509    642,088

Philippines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 23,879

Egypt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 15,392

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,034,441) (1,594,716) (2,027,431)

9,099,018 11,672,965   13,661,063

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - -

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 9,099,018 11,672,965 13,661,063

Depreciation and Amortization

December 31,

1997 1998 1999

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 1,509,640 1,442,578 1,448,229

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 975,962 777,177 563,109

Venez uela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 524,312 518,482 553,412

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224,316 201,199 217,616

Colom bia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 537,233 520,733 303,861

Caribbean and Central-America . . . . . . . . . . . . . . . . . . . . . . . . . . . 171,927 171,585 185,457

Philippines . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 230,423

Egypt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 20,314

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 308,598 262,555 600,834

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 4,251,988 3,894,309 4,123,255
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Total Assets

December 31,

1998 1999

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 54,211,292 46,721,332

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,217,378 20,165,143

Venez uela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,412,756 10,615,906

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,674,856 6,676,227

Colom bia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,677,162 8,171,788

Caribbean and Central-America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,126,500 5,553,150

Philippine . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,185,698 7,724,397

Others Asian . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,169,446 2,248,624

Egypt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 6,001,306

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,991,057 27,853,216

120,666,145 141,731,089

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,001,606) (28,901,737)

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 103,664,539 112,829,352

Investmen t in Fixed Assets*

December 31,

1998 1999

Mexico . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 605,588 859,631

Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 365,258 319,707

Venez uela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 601,353 353,131

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,573 154,419

Colom bia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,112,715 172,802

Caribbean and Central-America . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,160 238,524

Philippine . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 172,668

Others Asian . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - -

Egypt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - -

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 447,839 235,994

3,452,486 2,506,876

Eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - -

Consolidated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 3,452,486 2,506,876

______________

*  Corresponds to investments in fixed assets without considering the effects of inflation.
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18. CHARGES TO OPERATIONS NOT REQUIRING RESOURCES

Items charged or credited to the results of operations, which did not generate the use of resources, are

summ arized as follows:

1997 1998 1999

Depreciation of property, machinery and equipment . . . . . . . . . . . . . Ps 3,030,520 3,003,419 3,303,002

Amortization of deferred charges and credits, net . . . . . . . . . . . . . . . 1,221,468 890,890 820,253

Impairm ent of assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - 633,659

Seniority premium . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137,849 297,855 289,244

Equity in income of subsidiaries and affiliates . . . . . . . . . . . . . . . . .    (177,720)    (155,328)   (236,592)

Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,083,902 391,147 535,964

Ps 5,296,019 4,427,983 5,345,530

19. EARNINGS PER SHARE

Basic earnings per share are calculated by dividing majority interest net income for the year by the weighted

average numbe r of common  shares outstanding during the year.

Diluted net earnings per share reflects the effects of the stock options not exercised on the weighted average

number of com mon shares outstanding (see note 13B ).

The weigh ted average nu mber of sha res utilized in the calculations is as follow s:

Basic(1) Diluted

December 31, 1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,851,983,824 3,908,702,910

December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,786,281,775 3,797,376,945

December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,767,646,462 3,787,200,759

______________

(1) Included in 19 97 and 19 98, are 187,7 33,226 an d 118,919 ,607 shares related to fin ancial transactions,

respectively, (see note 13F).

The diffe rence be tween th e basic and  diluted av erage nu mber o f shares for  1997, 1 998 an d 1999  above is

attributable to the additional shares issued under the Com pany's executive stock option plan (see note 13B).

20. CONTINGENCIES AND COMMITMENTS

A) GUARANTEES

At December 31, 1999, Cemex, S.A. de C.V. has signed as guarantor for loans made to certain subsidiaries for

approximately $101 million.
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B) TAX ASSESSMENTS

As of December 31, 1999, the Company and some of its subsidiaries in Mexico have been notified of several

tax assessments determined by the Tax Authorities related to years prior to 1996.  These tax assessments total

approximately Ps2,616 million.  The tax assessments result primarily from: (i) disallowed deductions resulting from

employee benefit plans; and (ii) recalculation of the inflationary tax deduction, since the tax authorities purport that

"Advance Payments to Suppliers" are not by their nature credits.  The companies involved have legally contested

the assessments by  seeking legal rem edies available befo re the courts.

During 1998, three indirect subsidiaries of the Company in Colombia, acquired as a part of the purchase of

Cem entos Dia mante, S .A., were  individu ally notified  by the D omestic T axes and  Costum es Office o f Colom bia

("DIAN"), of special assessments corresponding to income taxes of the 1995 fiscal year, for approximately $143

million (P s1,360 m illion).  The C olomb ian subsid iaries filed a tim ely respo nse to such  special assess ments w ithin

the required legal period.  During 1999, the DIAN issued a formal deficiency note and the Colombian subsidiaries

made a motion for reconsideration against such assessments within the required legal period.  The Company

estimates that the final resolution of these procedures may delay as long as 2 years, so far, it can not be established

if the reconsideration resources will succeed.

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 a result, certain subsidiaries of the Company as importers of

record, have been subject to payment of anti-dumping duty deposits estimated on imports of gray Portland cement

and clink er from  Mexic o since A pril 1990 .  The ord er is likely to co ntinue fo r an indef inite period , howev er, it will

be reviewed by the United States government no later than July 2001, taking into consideration the World Trade

Organization new rules in order to determine whether the conditions for imposing the order still exist.  The

Company and its subsidiaries have used the available legal means in this matter and will continue to do so in order

to determ ine the actu al dum ping m argins w ithin each p eriod of th e admin istration revie ws carried  out by th e DOC . 

As of December 31, 1999, the Company has accrued a liability of $37 million, including accrued interest, for

the differen ce betw een the am ount of a nti-dum ping du ties paid on  imports a nd the lates t findings b y the DO C in its

administrative review s for all of the reviewed  periods.

As of December 31, 1999, the Company finds itself in the ninth administrative review period by the DOC, and

will expect a preliminary resolution in the second semester of the year 2000.  With respect of the first 4 review

periods, the DOC has issued a final resolution of the anti-dumping duties.  With respect of the remaining review

periods, the final resolutions are suspended until all the procedures before the NAFTA Panel have been concluded,

for which, the final results may be different from those registered in the accompanying consolidated financial

statements.
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D) LEASES

The Company has entered into various non-cancellable operating leases, primarily for the lease of operating

facilities, cement storage and distribution facilities and certain transportation and other equipmen t, which require

annual rental payments plus the payment of certain operating expenses.  Future minimum annual rentals due under

such leases are sum marized as follow s:

Year ending December 31, (Thousa nds of U.S. do llars)

2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,811

2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,560

2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,891

2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,472

2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,272

2005 and thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 130,333

292,339

Rental expense for the years ended December 31, 1997, 1998 and 1999 was approximately $22 million, $25

million and $41 million, respectively.

E) PLEDGE ASSETS

At Dec embe r 31, 199 9 there are  liabilities amo unting to  $91 m illion secure d by pro perty, plan t and equ ipmen t.

F) COMMITMENTS

As of December 31, 1999, subsidiaries of the Company have future commitments for the purchase of raw

material for an approximate amount of $38 million.

As of December 31, 1999, the Company has entered into agreements with an international partnership, which

will build and operate an electrical energy generating plant.  These agreements establish that when the plant begins

operations, the Company will acquire, starting the second half of 2002, all the electrical energy generated by such

plant for a te rm no  less than 20  years.  As p art of these a greem ents, the C ompa ny has ag reed to su pply the e lectric

plant with enough fuel for its operation.  This commitment will be covered through an 20-year agreement that the

Company has with Petróleos Mexicanos.  By means of this transaction, the Company expects to have enough

decreases in the electrical energy costs, and the supply will be enough to cover approximately 60% of the electrical

energy use of 12 cement plants in Mexico.  For effect of these agreements, the Company is not required to make

capital inve stment in  the projec t.

21. YEAR 2000 PROGRAM

The CEMEX 2000 program was completed according to the schedule.  The Company achieved its objective of

maintaining continuous operations in all  its manufacturing plants,  technological platforms and information systems

according to the work plan.  During the transition period to the year 2000, all operations have been performing

normally and during the following months, the Company will continue monitoring the performance of all Y2K

sensitive elements in its wo rldwide oper ations.

The Company invested approximately 400 thousand man-hours and a budget of $36 million (Ps 342.4 million)

in the Y2 K prep aration. 

The Company has undertaken the necessary efforts to ensure business as usual during the year 2000 and

beyond.
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22. SUBSEQUENT EVENTS

As a result of the natural disaster occurred in Venezuela, a country where the Company operates, during

December 1999, an approximate amount of $2.6 million was recorded in the results under the caption other

expenses, net.  This provision corresponds to the book value of the portion of assets of the subsidiary in Venezuela,

which as of December 31, 1999 are estimated to be unrecoverable.  These assets include accounts receivable from

clients, inventory, investments in shares, as well as fixed assets.  As of the date of the financial statements, the

Company cannot assure that it will not be necessary to record extraordinary losses in addition to those recognized

during 1999, due to the effects of the natural disaster mentioned above, since some of the effects are not yet known.

Regarding the sale of shares mentioned in note 3D with effects as of December 31, 1999, Cemex México

required consent of 51% or more of the holders of the 8.375% Yankee Notes in order to modify certain restrictions

in the indenture that limited the Company's ability to complete the transaction.  For this purpose, on January 3,

2000, the Company announced a purchase offer for the notes outstanding, through which the holders were offered a

premium equivalent to 2% of the value of the notes in exchange for their consent, and simultaneously the

redemption of the notes at 98% of their nominal value.  In case the consent was not obtained from 51% or more of

the note holders, the trading of shares would have been invalid, since it was conditioned upon receipt of such

consen t.  The term  to receive th e consen t expired Ja nuary 1 4, while th e term fo r the purc hase of th e notes ex pired in

February 2, 2000.

As of the  date of the  financial state ments, th e Com pany o btained c onsent o f approx imately 8 5% of th e note

holders, and therefore validated the sale of shares with retroactive effects to December 31, 1999.  For the Company,

the consent received from the note holders represents the redemption of notes for approximately $148.8 million

before the due date in 2003, how ever, such amount could be increased u ntil the purchase offer expires in February

2, 2000.

23. DIFFERENCES BETWEEN MEXICAN AND UNITED STATES ACCOUNTING PRINCIPLES

The Company's consolidated financial statements are prepared in accordance with accounting principles

generally  accepted  in Mex ico (Me xican G AAP ), which d iffer in certain  significant re spects from  those app licable in

the United States (U.S. GAAP).

The Mexican GAAP con solidated 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 reversal of the effect of

applying Bulletin B-15 for the restatement to constant pesos as of Decem ber 31, 1997 and 19 98, 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 the fifth amendment to Bulletin B-10 (modified) and the

amou nts that wo uld be d etermin ed by u sing the histo rical cost/con stant  curren cy  meth od.  As  d escribed  b elow, 

these  provisions  of  inflation  accounting  under Mexican GAAP do not meet the requirement 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 changes in the inflationary Mexican economy and , as such, is considered a more

meaningful presentation than historical cost-based financial reporting for both Mexican and U.S. accounting

purposes.
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The other principal differences between Mexican GAAP and U.S. GAAP and the effect on consolidated net

income an d consolidated sto ckholders' equ ity are presented belo w, with an ex planation of the ad justments.

Year ended December 31,

1997 1998 1999

Net income as reported under Mexican GAAP . . . . . . . . . . . Ps 7,733,179 7,960,844 9,249,046 

NCPI inflation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . 446,643 970,951 -       

Net income as reported under Mexican GAAP after NCPI

adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,179,822 8,931,795 9,249,046

Approx imate U.S. G AAP ad justments:

1. Amortization of goodw ill (see 23 (a)) . . . . . . . . . . . . . . . . . . 188,758 386,879 (61,898)

2. Deferred income taxes (see 23 (b)) . . . . . . . . . . . . . . . . . . . . (2,220,468) (2,022,179) (3,196,867)

3. Deferred employees' profit sharing (see 23(b)) . . . . . . . . . . . (304,059) (432,011) (334,773)

4. Other employee ben efits (see 23(c)) . . . . . . . . . . . . . . . . . . . (55,516) 6,236 (71,328)

5. Valuation of Marketable securities (see 23(d)) . . . . . . . . . . . (146,082) 310,796 -       

6. Capitalized interest (see 23(e)) . . . . . . . . . . . . . . . . . . . . . . . . (38,611) (4,070) 77,524

7. Minority interest (see 23(f)):

a) Financing Transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . 762,135 (201,852) 213,233

b) Effec t of U.S. G AAP  adjustm ents . . . . . . . . . . . . . . . . . . . 429,207 32,920 (22,574)

8. Hedge accounting (see 23(m )) . . . . . . . . . . . . . . . . . . . . . . . . (1,179,770) (3,118,359) (1,671,351)

9. Depreciation (see 23(g)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,652 55,422 138,788

10. Accruals for contingencies (see 23(h)) . . . . . . . . . . . . . . . . . . 107,135 (32,975) (2,628)

11. Equity in net income of affiliated companies

(see 23 (i)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (54,189) (58,778) (22,463)

12. Inflation adjustment of machinery and equipment

(see 23(j)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (225,103) (87,768) (382,160)

13. Other U.S. GAA P adjustments (see 23(l)) . . . . . . . . . . . . . . . 67,876 104,651 (108,627)

14. Mon etary effec t of U.S. G AAP  adjustm ents . . . . . . . . . . . . . 1,569,420 1,748,823 1,558,413

Total app roxima te U.S. G AAP  adjustm ents . . . . . . . . . . . . . (1,092,615) (3,312,265) (3,886,711)

Approximate net income under U.S. GAAP . . . . . . . . . . . . . Ps 7,087,207 5,619,530 5,362,335

Basic U.S. GAAP  earnings per share . . . . . . . . . . . . . . . . . . . Ps 1.84  1.49  1.42  

Diluted U.S. GAAP  earnings per share . . . . . . . . . . . . . . . . . Ps 1.75  1.48  1.41  



CEMEX, S.A. DE C.V. AND SUBSIDIARIES

Notes to the Consolidated Financial Statements—(Continued)

December 31, 1997, 1998 and 1999

(Thousands of constant Mexican pesos as of December 31, 1999)

F-38 

Year ended December 31,

1998 1999

Total stockholders' equity reported under Mexican GAAP . . . . . . . . . . . . . . . . . . . Ps 50,924,405 61,193,406

NCPI inflation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,211,036 -       

Total stockholders' equity after NCPI adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . 57,135,441 61,193,406

Approx imate U.S. G AAP ad justments:

  1. Goodwill net (see 23(a)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,148,006) (2,902,961)

  2. Deferred income taxes (see 23(b)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,251,697) (8,411,362)

  3. Deferred employees' profit sharing (see 23(b)) . . . . . . . . . . . . . . . . . . . . . . . . . (2,787,625) (2,814,669)

  4. Other employee ben efits (see 23(c)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (185,185) (238,468)

  5. Capitalized interest (see 23(e)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (42,993) (439,337)

  6. Minority interest – effect of financing transactions (see 23(f)) . . . . . . . . . . . . . (5,899,431) (5,749,979)

  7. Minority interest – U.S. GAAP presentation (see 23(f)) . . . . . . . . . . . . . . . . . . (8,792,867) (8,732,529)

  8. Depreciation (see23(g)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,424 150,574

  9. Accruals for contingencies (see 23(h)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 308,263 223,666

10. Investment in net assets of affiliated companies (see 23(i)) . . . . . . . . . . . . . . . . (520,630) (476,359)

11. Inflation adjustment for machinery and equipm ent (see 23(j)) . . . . . . . . . . . . . 3,443,614 8,111,034

12. Temporary equ ity from forward contracts (see 23 (k)) . . . . . . . . . . . . . . . . . . . -       (4,897,307)

13. Other U.S. GAA P adjustments (see 23(l)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 464,776 284,979

Total app roxima te U.S. G AAP  adjustm ents . . . . . . . . . . . . . . . . . . . . . . . . . . . (22,400,357) (25,892,718)

Total approximate stockholders' equity under U.S. GAAP . . . . . . . . . . . . . . . . Ps 34,735,084 35,300,688

For purposes of the following notes, the Mexican GAAP prior years amounts have been restated using the

Mexican inflation rate instead of the weighted average index described in note 3B. Therefore the amounts shown for

prior years in these notes do not agree with the amounts shown in footnotes 1 to 22.

The term "S FAS" as used  herein refers to Statem ents of Financial A ccounting Stan dards.

(a)  Good will

The C ompa ny's goo dwill reco gnized u nder M exican G AAP  has been  adjusted fo r U.S. GA AP pu rposes fo r (i)

the effect of the U.S. GAAP adjustments as of the dates of acquisition on the goodwill of the subsidiaries acquired,

(ii) the difference between sinking fund amortization of goodwill over 20 to 40 years for Mexican GAAP purposes

(see note 3J) and the straight line method over 40 years for U.S. GAAP purposes and (iii) the conversion of good-

will applicable to foreign subsidiaries in accordance with SFAS 52, utilizing inflation of each country to restate the

goodwill for inflation purposes.  In addition, amortization of goodwill is reflected as an operating expense for U.S.

GAA P purposes v ersus other incom e and expen se for Mexica n GAA P purposes.

For U.S. GAAP purposes, the Company assesses the recoverability of goodwill by determining whether the

amortization of the goodwill balance over its remaining life can be recovered through undiscounted future operating

cash flows of the acquired operation.  The amount of goodwill impairment, if any, is measured based on projected

discounted future operating cash flows using a discount rate reflecting the Company's average cost of funds.  The

assessment of the recoverability of goodwill will be impacted if estimated future operating cash flows are not

achieved.
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(b)  Deferred Income Taxes and Employees' Statutory Profit Sharing

Until Decem ber 31, 199 9, Mexican  GAAP  provided that d eferred taxes shou ld not be record ed for those

tempo rary differ ences w hose orig in is not spec ifically identifia ble or wh ose realizatio n is not pre sently dete rminab le

because  upon tu rnaroun d they w ill be replace d by oth er temp orary diff erences o f a similar na ture and a moun t. 

For U.S. GAAP purposes, the Company accounts for income taxes utilizing SFAS 109 "Accounting for Income

Taxes", which  requires th e asset and  liability meth od of ac countin g for inco me taxe s.  Under  the asset and  liability

method, d eferred tax asset and liab ilities are recognized for the fu ture tax consequ ences of "tem porary differen ces"

by 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 and operating loss carryforwards.  The amount of

deferred income taxes charged or credited to operations in each period for U.S. GAAP is based upon the difference

betwee n the beg inning an d endin g balanc es of the de ferred tax  assets or liabilities fo r each pe riod, exp ressed in

nominal pesos.  A monetary position gain or loss of the deferred tax assets or liabilities was also recognized.  The

effect on deferred taxes of a change in tax rates is 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 liabilities at December 31, 1998 and 1999 are presented below.

December 31,

1998 1999

Deferred tax asse ts:

Net operating loss and assets tax carryforwards . . . . . . . . . . . . . . . . . . . . . . . . Ps 4,958,835 2,302,314

Trade a ccoun ts receivab le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 421,427 399,603

Investment in affiliated companies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 327,276 459

Accounts payable and accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 650,515 491,575

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 381,030 154,088

Total gro ss deferred  tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,739,083 3,348,039

Less valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234,094 187,335

Net deferred tax assets under U.S. GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,504,989 3,160,704

Deferred tax liabilities:

Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,502,851 14,091,782

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 653,481 402,710

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 321,574 155,325

Total gross deferred tax liability under U.S. GAAP . . . . . . . . . . . . . . . . . . . . . 15,477,906 14,649,817

Net deferred tax liability under U.S. GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,972,917 11,489,113

Deferred tax liability recognized under Mexican GAAP . . . . . . . . . . . . . . . . . 1,075,680 1,047,004

Excess of liability recognized under U.S. GAAP over that recognized under

Mexican GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,897,237 10,442,109

Less – U.S. GAAP deferred income taxes of acquired subsidiaries at date of

acquisition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,514,344 2,030,747

Inflation adjustment (note 3B) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (131,196) -      

U.S. GA AP adju stments to  stockho lders' equity . . . . . . . . . . . . . . . . . . . . . . . . Ps 6,251,697 8,411,362
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Management believes that it is more likely than not that it will generate taxable income sufficient to realize the

tax bene fit associated w ith future d eductible  tempo rary differ ences an d opera ting tax loss c arryforw ards prior  to

their expiration.  If the Company is unable to generate sufficient taxable income in the future through operating

results, or altern ative tax strate gies are no  longer v iable, a valu ation allow ance w ill be require d throug h a charg e to

expense.

The Co mpany  has recorded a  valuation allowa nce for the estimated  amoun t of the recoverab le tax on assets,

which may not be realized due to their expiration during the carryforwards period.  However, through the con-

tinuous evaluation of the effects of tax strategies, among other economic factors, during 1999 the Company can-

celed a net effect on the valuation allowance of approximately Ps21 million.

Effective  Decem ber 31, 1 998, the  incom e tax rate inc reased fro m 34%  to 35%  for temp orary diff erences in

Mexico to give effect to the enactment of the new income tax law in Mexico.  This resulted in an additional deferred

tax expense of Ps246,820 for U.S. GAAP purposes in 1998.

The C ompa ny also re corded  a deferred  liability for U .S. GAA P purpo ses, related to e mploy ees' statutory  profit

sharing in Mexico under the asset and liability method at the statutory rate of 10%.  The principal effects of

temporary differences that give rise to significant portions of the deferred employees' profit sharing liabilities at

December 31, 1998 and 1999 are presented below:

December 31,

1998 1999

Deferred a ssets:

Emp loyee be nefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 14,762 42,228

Trade a ccoun ts receivab le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124,502 11,089

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -      -      

Gross deferred assets under U.S. GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,264 53,317

Deferred liab ilities:

Property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,807,872 2,721,063

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101,786 129,039

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,231 17,884

Gross deferred liabilities under U.S. GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,926,889 2,867,986

Net deferred liabilities under U.S. GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 2,787,625 2,814,669

For purpo ses of the conde nsed financial inform ation presented u nder U.S. G AAP in n ote 23(p), em ployees'

statutory profit sharing expense, both current and deferred, is deducted in the determination of operating income.

Additionally, as it is mentioned in note 15B, beginning in the year 2000, new Bulletin D-4, requires the

determination  of deferred inco me tax throu gh the balance  sheet method ology.  Even  when B ulletin D-4 establishes a

metho dology  similar to U S GAA P, in the ap plication o f the Bu lletin, differen ces will prev ail in the reco nciliation to

US GA AP, arising  from i) the  recogn ition of the in itial balance a s of Janua ry 1, 200 0 will be re corded  directly to

stockholders' equity, ii) certain adjustments to Mexican GAAP recorded in the foreign subsidiaries for consolidation

purposes, are to b e treated as perma nent differences, iii) the treatme nt of deferred tax c onsequen ces in business

combinations under Mexican GAAP, does not consider the provisions of APB Opinion 16, and iv) for Mexican

GAAP purposes, deferred tax assets and liabilities, should be considered as long-term items.  For Mexican GAAP

purposes, it is required to determine the effect of deferred ESPS for those temporary differences arising from the

reconciliation of the net income of the period and the taxable income for ESPS, of a non-recurring nature.
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(c)  Other E mploye e Benefits

Vacations

Under Mexican GAAP , vacation expense is recognized when taken rather than during the period the employees

earn it.  In order to comply with SFAS 43, as of December 31, 1997, 1998 and 1999 the vacation expense recorded

for U.S. GAAP purposes was Ps4,518, Ps8,718 and Ps8,141, respectively with an accrual of Ps37,770 and Ps41,720

at December 31, 1998 and 1999, respectively.

Severance

Before 1997, unde r Mexican GA AP, postemploym ent benefit expenses other than pension benefits were

recorde d when  retiremen t occurred  and the C ompa ny did n ot provid e for any  severanc e benefits.  B eginnin g in

1997, in accordance with Mexican GAAP (Circular 50), SFAS 112 is the supplementary accounting standard for

postemplo yment be nefits.  As of Decem ber 31, 199 8 and 199 9, the Com pany did n ot accrue a prov ision for these

benefits for Mexican GAAP due to their insignificance.  However, under U.S. GAAP, postemployment benefits for

former or inactive employees excluding retirement benefits, are accounted for under the provisions of SFAS 112,

which requires the Company to accrue the cost of certain benefits, including severance over an employee's service

life.  As of December 31, 1997, 1998 and 1999 the severance provisions recorded for U.S. GAAP purposes were an

expense of Ps20,766, Ps40,058 and Ps37,409, respectively with an accrual of Ps173,556 and Ps191,708 at

December 31 , 1998, and 1999, respectively.  Severance paym ents relating to any specific event or restructuring are

excluded from the SFAS 112 calculation.

SFAS 106, requires accrual of these benefits during the years an employee provides services.  The Company

does not provide to its employees any postretirement benefits subject to the provisions of SFAS 106.

Pension Benefits

The Com pany records liabilities for employee pension benefits determined by actuarial computations, which are

similar to SFAS 82 under U.S. GAAP.  The pension benefits recorded for U.S. GAAP purposes were an expense of

Ps30,23 2 in 199 7, an inco me of P s55,012  in 1998  and an e xpense  of Ps25,7 78 in 19 99, with a n addition al (asset)

liability of Ps(26,141) and Ps5,040 in 1998 and 1999, respectively.

(d)  Marketable Securities

Included in other investments at Decemb er 31, 1998 are Ps262,813, of an inv estment in commo n stock of a

third party company.  This investment is recorded at market value based upon its quoted price.  Although the

Company does not have the intention to sell these shares, this investment is classified as available-for-sale for

purposes of co mplying w ith SFAS 11 5.  Unrealized h olding loss of Ps14 6,082 and  gain of Ps310 ,796 (loss

Ps109,7 11 and  gain of P s218,19 1, after the re lated defe rred inco me tax e ffect whic h has bee n credited  directly to

stockholders' equity) for the years ended December 31, 1997 and 1998, respectively, are included as a component of

stockholders' equity for purposes of the Company's reconciliation to U.S. GAAP.  Beginning in January 1, 1999, the

Com pany ad opted the  provision s of SFA S 115 u nder M exican G AAP ; therefore, n o addition al reclassificatio n is

needed for purposes of the net income reconciliation.
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(e)  Capitalized Interest

Under Mexican GAAP , the Company is allowed, but not required, to capitalize interest on assets under

construction.  Mexican GAAP states that the amount of financing cost to be capitalized during the construction

period of property, machinery and equipment must be comprehensively measured in order to include properly the

effects of inflation.  Therefore, the amount capitalized includes (i) the interest cost of the debt incurred, plus (ii) any

foreign c urrency  exchan ge loss that re sults from  the related d ebt, and les s (iii) the related m onetary  position re sult

recognized on the debt incurred to finance the construction project.  Under U.S. GAAP, interest must be considered

an additional cost of constructed assets to be capitalized in property, machinery and equipment and depreciated over

the lives of the related assets.

The U.S. G AAP reco nciliation remov es the mone tary position gain an d the foreign cu rrency gain or lo ss

capitalized for Mexican GAAP derived from borrowings denominated in foreign currency.

(f)  Minority  Interest 

Financing Transactions

As of December 31, 1998 and 1999 the Com pany had $422.5 million and $500 million, respectively, of an

outstanding equity financing transaction involving shares of its Spanish subsidiary.  The transferred shares

represented 25.4% and 24.8% of the outstanding capital stock of this subsidiary as of December 31, 1998 and 1999,

respectively.  The Company  has considered the shares involved in this transaction as if those were owned by a third

party and therefore has recorded a minority interest in the consolidated balance sheet under Mexican GAAP.  For

U.S. GAAP purposes, this financing transaction has been classified as debt in the amount of Ps4,698 million and

Ps4,755  million at D ecemb er 31, 19 98 and  1999, re spectively .  For Me xican G AAP  purpos es, the costs re lated to

this transaction are recorded as part of the net financing cost in the income statement.  Differences between the

amount of minority interest recognized for Mexican GAAP purposes and the amount of net debt for U.S. GAAP

purpo ses for this fina ncing tran saction are  reflected as a  reconciliatio n of M exican G AAP  stockho lders' equity .  This

financing transaction bears interest at 3 month-LIBOR plus 100 basis points (approximately 7.0% at December 31,

1999), and matures with $125 million of the principal due in June 2000, $125 million in December 2000, and the

remaining $250 million due in June 2001.

For purpo ses of U.S. GA AP presentation , Putable Capital Sec urities described in note 1 3(F) are presented  as a

separate component of minority interest.  Under Mexican GAAP these instruments are presented as part of the

minority interest in stockholders' equity.  Dividends declared are recorded as part of the minority interest in the

consolidated statements of income under both Mexican GAAP and U.S. GAAP.

In December 1995, the Company entered into a financial transaction in which a subsidiary transferred some of

its cement assets to a trust, while simultaneously a third party purchased a beneficial interest in the trust for

approximately $123.5 m illion in exchange for notes issued by the trust.  The Company  has the right to reacquire

these assets on various dates until 2007.  As of December 31, 1998 and 1999, $108 million (Ps1,201million) and

$104.6 million (Ps995 million), respectively, were outstanding under this transaction.  For U.S. GAAP purposes the

amount outstanding under this arrangement is treated as debt.  Under Mexican GAAP this transaction has been

treated as minority interest (see note 13(F)).
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U.S. GAAP  adjustments

Under Mexican GAAP the minority interest in consolidated subsidiaries is presented as a separate component

within the  stockho lders' equity  section in th e conso lidated bala nce shee ts.  Accord ing to U.S . GAA P, mino rity

interest is excluded from consolidated stockholders' equity and classified as a separate component between total

liabilities and stockholders' equ ity in the consolidated b alance sheets.  The U .S. GAAP  adjustment to stock holders'

equity included herein represents the minority interests in the Company's subsidiaries determined in accordance

with U.S. GAAP.

(g)  Depreciation

One of  the Com pany's su bsidiaries in C olomb ia records  deprecia tion expe nse utilizing  the sinking  fund m ethod. 

This methodology for depreciation was in place before Cemex acquired the subsidiary in 1997.  For Mexican GAAP

purpo ses, the Co mpan y has dec ided to m aintain this ac countin g practice  due to tax  conseq uences in  Colom bia

arising from  a chang e in meth odolog y, and the  imma teriality of the e ffects in the C ompa ny's cons olidated re sults. 

During  the year 2 000, the  Com pany w ill evaluate ch anging  the depre ciation m ethodo logy of th is subsidiary , in

order to align all subsidiary practices to the Company's policy for depreciation.  For U.S. GAAP purposes, depre-

ciation is calcu lated on a  straight-line b asis over th e estimated  useful lives o f the assets.  A s a result of this a ccoun t-

ing difference, as of December 31, 1997, 1998 and 1999, Ps6,652, Ps55,422 and Ps116,883, respectively, have been

credited to income in the U.S. GAAP reconciliation.

Additionally, as a result of the application of APB 16 in the acquisition of Rizal for U.S. GAAP purposes, at

December 31, 1999, the Company reduced the value of its fixed assets by Ps252,975, corresponding to the portion

of the appraisal value related to the minority owners.  The change in the fixed assets'  amount for under U.S. GAAP

arising from this concept, led to a decrease in the depreciation expense under U.S. GAAP of Ps21,905 during 1999.

(h)  Accruals for Contingencies

For Mexican GAAP purposes the Company has recorded accruals for certain contingencies that do not meet the

accrual cr iteria of SFA S 5 of U .S. GAA P.  Our S panish su bsidiary h as record ed a liability fo r guaran tees given  to

third parties by form er subsidiaries and oth er general accrua ls.  At the balance sheet d ates the likelihood of a loss

occurrin g is consid ered to be  possible b ut not pro bable.  Th erefore, the  Com pany d oes not co nsider that th e criteria

of SFAS 5  for accrual were  met and the rec orded liabilities were reve rsed for U.S. G AAP pu rposes.

In addition, with respect to the Mexican and Colombian tax assessments described in note 20(B), the Company

believes that while it is reasonably possible for a loss to occur as a result of these assessments, the likelihood of a

loss is not probable.  Therefore, the Company does not consider that the criteria of SFAS 5 for accrual were met

(see also note 23(v)).

(i)  Affiliated Companies

The Company has adjusted its investment in and its equity in the earnings of affiliated companies for the

Comp any's share of the ap proximate U .S. GAAP  adjustments ap plicable to these affiliates.
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(j)  Inflation A djustmen t of Mach inery and  Equipm ent 

On D ecemb er 2, 199 7, the Intern ational Pra ctices Task  Force of  the Am erican Ins titute of Ce rtified Pub lic

Accountants encouraged Mexican companies to restate their fixed assets of foreign origin by applying the inflation

rate of each  country  in which  the Com pany o perates, inste ad of usin g the m ethodo logy inclu ded in the  fifth

amendment to Bulletin B-10, which consists of restating the fixed assets of foreign origin on the basis of the

devaluation of the functional currency against the currency of origin and applying a factor of inflation in such

foreign country.  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 am ounts.

(k)  Temp orary Eq uity from F orward  Contra cts

As me ntioned  in notes 2C  and 14 D to the fin ancial statem ents, the C ompa ny has en tered in to fo rward c ontracts

in connection with its warrant  offering transaction.   According to EITF 96-13, forward contracts  involving the Com-

pany's own stock that will be physically settled by delivering cash should be initially measured at fair value and re-

corded in permanent equity, and an amount equivalent to the cash redemption at the date of reporting should be re-

classified to temporary equity, which is to be considered as a mezzanine item for the balance sheet presentation

under U.S. GAAP.  As a result, for purposes of reconciliation the Company presents an adjustment to its stockhold-

ers' equity under Mexican GA AP for Ps4,897,307, wh ich represents the cash obligation of the Company in the for-

ward contract at the reporting date.  This amount is presented as a mezzanine for purp oses of note 23(p).

(l)  Other U .S. GAA P Adju stments

Inventory costs -  As permitted by Mexican GAAP, certain inventories are valued under the direct cost  system,

which includes material, labor and other direct costs.  For purposes of complying with U.S. GAAP, inventories have

been valued under the full absorption cost method, including all costs and expenses necessary for the manufacturing

process.  At December 31, 1998 and 1999, the Company recognized an amount of Ps281,422 and Ps103,752,

respectively, in the stockholders' equity reconciliation to U.S. GAAP.

Capitaliza tion of co sts of com puter dev elopm ent Und er U.S. G AAP  - Stateme nt of Positio n 98-1, " Accounting

for the Costs of Co mputer Softw are Develop ed or Obtain ed for Internal Use ", provides guidance on accounting for

the costs of  comp uter softw are deve loped o r obtained  for interna l use. SOP  98-1 req uires that cer tain costs relate d to

the development or purchase of internal-use software be capitalized and amortized over the estimated useful life of

the software and that costs related to the preliminary project stage and the post-implementation/operations stage (as

defined in SOP 98-1) in an internal-use com puter software development project be exp ensed as incurred.  SOP 98-1

is effective for financial statements issued for fiscal years beginning after December 15, 1998.  The estimated

average useful lives period to amortize these capitalized costs is between 3 and 5 years.  The cumulative effect

recognized in stockholders' equity reconciliation to U.S. GAAP at December 31, 1998 and 1999 is Ps330,831 and

Ps492,126, respectively.

Sale of own stock - In 1997, the Company had a gain in the sale of its own stock of Ps59,557, recorded in the

income statement under Mexican GAAP, which has been reclassified to stockholders' equity for purposes of the

U.S. GAAP reconciliation of net income.

Deferred charges - For U.S. GAAP purposes other deferred charges net of accumulated amortization, that do

not qualify for deferral under U.S. GAAP have been charged to expense in the year or period incurred for Ps97,949

in 1998 and Ps180,657 in 1999.  The net effect in the stockholders' equity reconciliation to U.S. GAAP is Ps147,477

and Ps310 ,899 at Decem ber 31, 199 8 and 199 9, respectively.  Me xican GA AP allowed  the deferral of these

expenses.
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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 with a weighted

average inflation factor for the period.

Reclassifications - Real estate held for sale amounting to Ps189,117 in 1998 and Ps148,570 in 1999, and non-

cement related assets amounting to Ps473,330 in 19 98 and Ps128,774  in 1999, have been reclassified to long-term

assets for pu rposes of  U.S. GA AP pre sentation in  note 23 (p).  Thes e assets are state d at their estim ated fair va lue. 

Estimate d costs to sell, ar e not signif icant.

(m)  Financ ial Instrum ents

Fair Value of Financial Instrum ents

The carrying amount of cash, trade accounts receivable, other accounts receivable, trade accounts payable, other

accounts payable and accrued ex penses and short-term debt, approximates fair value because of the short-term

maturity of these fina ncial assets and liabilities.

Marketable securities and long-term investments are accounted for at fair value, which is based on quoted

market prices fo r these or similar instrum ents.

The carrying value of the Company's long-term debt and the related fair value based on the quoted market

prices for the same or similar issues or on the current rates offered to the Company for debt of the same remaining

maturities (or determined by discounting future cash flows using borrowing rates currently available to the

Comp any) at Decem ber 31, 199 9 is summ arized as follows:

Carrying

Amount

Estimated

Fair value

Bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 22,044,412 22,041,189

Notes pa yable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,298,940 17,846,414

As discussed in note 3E, the Company has designated certain debt as hedges of its investment in foreign

subsidiaries and for Mexican GAAP purpose, records foreign exchange fluctuations on such debt in equity.  For

purposes of the U.S. GAAP net income reconciliation, Ps1,179,770, Ps3,118,359 and Ps1,671,351 for 1997, 1998

and 1999, respectively,  were recognized as foreign exchange losses since the related debt does not meet the

conditions set forth in SF AS 52 for h edge accou nting purpo ses.

Concen tration of Cr edit Risk

The C ompa ny sells its pro ducts prim arily to distribu tors for the c onstructio n industry  with no sp ecific

geographic concentration within the countries in which the Co mpany operates.  No single custom er accounted for a

significant amount of the Company's sales and there were no significant account receivables from a single customer

at December 31, 1998 and 1999.  The Company performs evaluations of its customers' credit histories and

establishes a n allowa nce for d oubtful a ccoun ts based up on the cre dit risk of spe cific custom ers and h istorical trend s. 

In addition, there is no c oncentration of  suppliers for the purc hases of raw m aterials.

(n)  Stock Option Programs

As described in note 13B, pursuant to the Company's Stock Option Plan to which eligible officers and key

employees are entitled, the Company's Boards of Directors may grant stock options for up to 216,300,000 shares of

authorize d but un issued Ser ies "A" an d "B" co mmo n stock.  Sto ck option  activity du ring the p eriods is ind icated in

note 13B.
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The Company applies APB Opinion No. 25 ("APB 25") in accounting for its Plan under U.S. GAAP.  Accord-

ing to APB 25, the Company's Plan fulfills the type of a compensatory for services plan, where the price required

from the employee at the measurement date, is materially equal to the quoted market price of the stock, therefore, no

compensation cost has been recognized for its stock options in the financial statements.  Had the Company

determined compensation cost based on the fair value at the grant date for its stock options under SFAS 123, using

the Black -Schole s pricing m odel, the C ompa ny's net inc ome w ould ha ve been  reduced  to the pro f orma a moun ts

indicated below:

1997 1998 1999

Net income, as reported (Mexican GAAP) . . . . . . . . . . . . . . . . . . . . . . . . . Ps 7,733,179 7,960,844 9,249,046

Net income, pro forma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,571,313 7,708,389 9,057,649

Basic earnings per share, as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 2.01 2.10 2.45

Basic earnings per share,  pro forma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 1.97 2.03 2.40

______________

*See note 2A.

The assumptions for the Black–Scholes model were:

1997 1998 1999

Expec ted divide nd yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2% 2% 2%

Volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30% 30% 30%

Risk free  interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22% 22% 15%

Tenure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 years 10 years 10 years

(o)  Supplemental Cash Flow Information Under U.S. GAAP

The C ompa ny prese nts a conso lidated statem ent of cha nges in fin ancial po sition und er Mex ican GA AP in

accordance with Bulletin B-12, which identifies the sources and uses of resources determined based upon the

differences between beginning and en ding financial statements balances in constant pesos.  It also requires monetary

position result and unrealized foreign exchange gain and loss to be treated as cash items in the determination of

resource s provide d by op erations.  U .S. GAA P require s a stateme nt of cash  flow pre senting o nly cash m ovem ents

and excluding non-cash items.  SFAS 95 does not provide any specific guidance with respect to inflation-adjusted

financial statements.

The classifications of cash flows under Mexican GAAP and U.S. GAAP are basically the same, in respect to the

transactions presented under each caption.  The nature of the differences between Mexican GAAP and U.S. GAAP

in the amounts reported, is mainly due to (i) the elimination of inflationary effects of monetary assets and liabilities

from financing and investing activities variations, against the corresponding monetary position result in operating

activities, (ii) the elimination of excha nge rate fluctuations fro m financing  and investing activities variation s, against

the corresponding unrealized foreign exchange gain or loss included in operating activities, and (iii) the recognition

in operating, financ ing and investing  activities of the U.S. GA AP adjustm ents.

The following table summarizes the cash flow items as required under SFAS 95 provided by (used in)

operating , financing  and inv esting activitie s for the ye ars ended  Decem ber 31, 1 997, 19 98 and  1999, g iving effe ct to

the U.S. GAAP adjustments, excluding the effects of inflation required by Bulletin B-10 and Bulletin B-15.  The

followin g inform ation is prese nted on  a historical pe so basis an d it is not prese nted in co nstant pu rchasing  power . 
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Years ended December 31,

1997 1998 1999

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . Ps 7,677,497  11,779,184 10,275,197

Net cash provided by (used in) financing activities . . . . . . . . . . . . . (3,697,605) (2,821,576) 148,447

Net cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . (4,691,195) (8,027,317) (10,351,043)

Net cash flow  from ope rating activities reflects cash paym ents for interests and incom e taxes as follows:

Years ended December 31,

1997 1998 1999

Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 4,269,714 3,652,444 3,291,193

Incom e taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 311,859 321,372 431,144

Non-cash activities are comprised of the following:

• Acquisition of property and equipment through capital leases amounted to Ps24,150 in 1998 and

Ps159,480 in 1999.

• Liabilities assumed through the acquisition of businesses (see note 7) was Ps498,834 in 1998 and

Ps4,147,318 in 1999.

(p)  Condensed Financial Statements under U.S. GAAP

The following table presents consolidated condensed balance sheets at December 31, 1998 and 1999 and

statemen ts of incom e at Dece mber 3 1, 1997 , 1998 a nd 199 9 of the C ompa ny as pre pared u nder U .S. GAA P.  This

summarized financial information includes all differences described in this footnote as well as certain other

reclassifications required for purposes of U.S. GAAP:

At December 31,

1998 1999

Balance sheets

Curren t assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 17,609,532 16,996,229

Investm ents and n on-curr ent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,599,079 7,247,617

Property, machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,022,095 73,321,480

Deferred charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,903,059 22,866,441

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 119,133,765 120,431,767

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,852,696 22,542,464

Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,867,140 33,811,531

Other non-current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,885,978 15,421,343

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,605,814 71,775,338

Mezzan ine items:

Putable Capital Securities (see note 13F) . . . . . . . . . . . . . . . . . . . . . . . . . 2,779,920 2,377,500

Temp orary eq uity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -       4,897,307

Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,012,947 6,080,934

8,792,867 13,355,741

Stockh olders' equ ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,735,084 35,300,688

Total liabilities an d stockh olders' equ ity . . . . . . . . . . . . . . . . . . . . . . . . . . Ps   119,133,765 120,431,767
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As of December 31,

1997 1998 1999

Statements of income

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 40,235,865 47,353,443 45,303,172

Gross pr ofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,734,387 19,454,569 18,548,272

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,031,476 10,607,824 10,043,809

Com prehen sive financ ial incom e (cost) . . . . . . . . . . . . . . . . . 2,560,652 (2,949,952) (288,367)

Other expenses, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 305,160 504,530 (609,962)

Income tax (including deferred) . . . . . . . . . . . . . . . . . . . . . . (2,718,398) (2,471,963) (3,804,704)

Equity in income of affiliates . . . . . . . . . . . . . . . . . . . . . . . . . 255,668 292,243 407,915

Consolidated net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,434,558 5,982,682 5,748,691

Minority net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 347,351 363,152 386,356

Majority net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Ps 7,087,207 5,619,530 5,362,335

For pur poses of th e conso lidated con densed  financial state ments, th e 1997  and 19 98 figur es were u pdated to

constan t pesos at D ecemb er 31, 19 99, using  the Me xican infla tion rate, in o rder to co mply w ith curren t requirem ents

of Regulation S-X.

(q)  Restatement to C onstant Pesos o f Prior Years

The following table presents summarized financial information under Mexican GAAP of the consolidated

statements of income for the years ended December 31, 1997 and 1998 and of the consolidated balance sheet at

December 31, 1998, in Mexican pesos of equivalent constant purchasing power of December 31, 1999 using the

Mexican inflation rate:

1997 1998

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 40,730,441 47,983,607

Gross pr ofit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,771,159 20,239,773

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,624,547 13,096,668

Majority net  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,179,822 8,931,796

Curren t assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 18,276,569

Non-c urrent asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98,031,503

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,997,815

Non-current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,174,815

Majority  interest stock holders' eq uity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,225,467

Mino rity interest stoc kholde rs' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,909,975

(r)  Environ mental C osts

Enviro nmen tal expen ditures relate d to curre nt operatio ns are exp ensed o r capitalized , as appro priate. 

Remediation costs related to an existing condition caused by past operations are accrued when it is probable that

these costs w ill be incurre d and ca n be reaso nably estim ated.  The  Com pany ac crues for lo sses associate d with

environmental remediation obligations whe n such losses are probable and reasonably estimable.  Costs of future

expenditures for environmental remediation obligations are not discounted to their present value.  Recoveries of

environ mental re mediatio n costs from  other par ties are recor ded as asse ts when th eir receipt is de emed  probab le.  

Prior to its acquisition in 1989, one subsidiary of the Co mpany in the Un ited States employed the use of under-

ground storage tanks in their operations.  Subsequently, the use of those tanks resulted in environmental remediation

liabilities for several of the subsidiary's plant sites.  Per a 1996 settlement agreement with the former owners, the

subsidiary is responsible for 10% of remediation costs at one of the plant sites and 100% of remediation costs for

the rem aining sites.  

As of D ecemb er 31, 19 98 and  1999, th e subsidiar y had ac crued its be st estimate o f its obligation  with respe ct to

the sites of approxim ately Ps 9 million in 19 98 and Ps 8  million in 1999 , which are includ ed in accrued liab ilities.
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In May 1999, several companies filed a civil liability suit against two of our Colombian subsidiaries, alleging

that these subsidiaries were responsible for deterioration in the rice producing capacity of certain land of the

plaintiffs, caused by pollution emanating from our cement plants located in Ibagué, Colombia.  The plaintiffs have

asked for relief in the amount of U.S.$12.6 million.  This proceeding has not yet reached the evidentiary stage, since

both pa rties have a ppealed  the court's ev identiary d ecree.  Up on resolu tion of the a ppeals, the  evidentiar y stage w ill

begin.  We estimate that this proceeding will continue for approximately six years before final resolution.  For

accounting purposes under both Mexican and U.S. GAAP, the Company believes that the accrual criteria, has not

been met in connection with this civil action (unaudited).

The Company is not currently facing other situation other than those described above which might result in the

recognition of an environmental remediation liability.

(s)  Supplemental Debt Information

Classification of Short-term debt Expected to be Refinanced - In accordance with U.S. GAAP, and for purposes

of the condensed information of note 23(p), at December 31, 1998 and 1999, $168 million (Ps1,868 million) and

$226 million (Ps2,147.5 million), respectively, were reclassified from long-term debt to short-term debt for U.S.

GAA P purposes.

(t)  Impairm ent of Lon g Lived A ssets

In accordance with the provisions of SFAS 121 "Accounting for the Impairment of Long-Lived Assets and for

Long -Lived A ssets to be D isposed O f" long-liv ed assets are  reviewe d for im pairme nt when ever eve nts or cha nges in

circum stances ind icate that the c arrying a moun t of an asset m ay not b e recove rable. 

Recov erability of a ssets to be he ld and u sed is me asured b y com parison o f the carryin g amo unt of an  asset to

future net cash flows expected to be generated by the asset.  If such assets are considered to be impaired, the

impairment to be recognized is the amount by which the carrying amount of the assets exceeds the fair value of the

assets.  Assets to be disposed of are reported at the lower of the carrying amount or fair value, less costs to sell (see

note 8).

For Mexican GAAP purposes the impairment provisions are reported in other income and expense. For

purposes of note 23(p), these provisions are reported as a component of operating income.

(u)  Business combinations

As mentioned in note 7, during September 1999, the Company acquired a majority equity interest in Cempasa,

and during Nove mber 1999 acq uired a majority equity interest in Assiut Cement Co.  For purposes of disclosure

under U.S. GAAP according to APB 16, companies must provide in pro forma basis, the effects of consolidating the

acquired companies since the beginning of the reported period.  In respect to APO, the Company consolidated for

Mexican GAAP purposes, its results of operations for the twelve-month period ended December 31, 1999.

Therefore, for purposes of compliance with APB 16 disclosure requirement, the Company is  providing pro forma

selected income statement amounts for the consolidation of Cempasa and Assiut, as if they were consolidated for

the full yea r 1999. 
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The pro-fo rma am ounts are as follow s:

Cemex as

reported

Assiut 

twelve-

months

Cempasa 

twelve-

months Elimination

Cemex

pro forma

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 45,913,946 1,874,558 395,012 (228,881) 47,954,635

Operating income . . . . . . . . . . . . . . . . . . . . 13,661,063 473,403 39,851 (35,491) 14,138,826

Majority Interest net inc ome (loss) . . . . . . 9,249,046 269,441 (1,758) 24,928 9,541,657

Basic earnings per share . . . . . . . . . . . . . . . Ps 2.45  2.53  

Diluted earnings per share . . . . . . . . . . . . . Ps 2.44  2.52  

For purposes of the table above, the "Elimination" column represents the sum of the Assiut's one-month period

results, and Cempasa's three-month period results, that were included in to the Company's consolidated income

statement under Mexican GAAP as of December 31, 1999.

(v)  Newly  Issued A ccoun ting Pron ounce ments

In June 1 998, Th e Financ ial Accou nting Stan dards B oard issue d SFA S 133, "Accounting for Derivative

Instruments an d Hedgin g Activities" ("SFAS  133"), w hich requ ires entities to rec ognize a ll derivative in strumen ts in

their financial statements as either assets or liabilities measured at fair value.  SFAS 133 also specifies accounting

and valuation rules for hedging activities, and prescribes the items and transactions that may be hedged and

specifies detailed criteria to be met to qualify for hedge accounting.  SFAS 133 is currently scheduled to be effective

for fiscal years beginning after June 15, 2000.  We are currently evaluating the impact that SFAS 133 will have on

our consolidated  financial statements an d disclosures.

(w)  Subsequent events under U.S. GAAP (unaudited)

In June 2000, through the exercise of a call option, the Company acquired an additional 13% of Assiut Cement

Co. for approximately U.S.$56 million,  increasing the Company's  interest  in Assiut to 90%.

On May 31, 2000, the Company sold to Marriott International its 100% interest in the Marriot Casa Magna

hotels in Cancun and Puerto Vallarta, Mexico, as well as a land property in Puerto Vallarta, for a total of US$116

million.  As a result of this transaction, for Mexican and U.S. GAAP purposes, the Company will record under the

line item Other Inc ome and  Expense, ne t, a loss of approxim ately $9 million, befo re the related tax bene fits.

In April 2000, we committed $20 million for an ownership interest of 80% in PuntoCom Holdings, an e-

business development accelerator of several Internet projects for Latin America.  Additionally, we invested $30

million for a 100 % own ership interest in PuntoC om Inve stments, a Delaw are fund that w ill make e-busine ss

investm ents in Latin  Ame rica.  Punto Com  Investm ents has the  right to co- invest in Pu ntoCo m Ho ldings po rtfolio

comp anies.  The  Com pany ex pects to be gin the co nsolidation  of Punto Com  Holdin gs and P untoC om In vestme nts

during the second quarter of year 2000.

In April 2 000, the  Com pany th rough  its Philippine  affiliate form alized an e xclusive lo ng-term  distributorsh ip

agreement with Universe Cement of Taiwan.  This agreement signals the entrance of the Company into the Taiwan

cemen t marke t, and reinfo rces its presen ce in Sou theast Asia.  T he agree ment co vers an estim ated 900 ,000 m etric

tons per y ear in sales in o ne of So utheast A sia's most dy namic m arkets. 

In March 2000, we agreed to invest $26 million to begin the construction of a new grinding mill near Dhaka,

Bangladesh.  The facility is expected to begin operations in March 2001.
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In Febru ary 200 0, the Co mpan y throug h a subsid iary, entere d into shar eholder s and sub scription ag reemen ts

with institutional investors, whom subscribed for approximately 8.8% ownership interest in Cemex Asia Holdings

("CAH") for approximately $56 million.  As a result of this transaction, our ownership interest in CAH was reduced

to 77.4%, therefore, our economic interests in Rizal and APO were reduced to approximately 54% and 77%, respec-

tively. 

On January 26, 2000, the Company obtained a favorable resolution by the Domestic and Customs office of

Colom bia, dism issing the tax  assessme nt that was  served o n three of  our Co lombia n subsidia ries in 199 8.  (see note

20).

As of March 31, 2000, resulting from the new accounting rule on deferred taxes in Mexico (see note 15 B), the

Company recorded a deferred tax liability of approximately $412 million.  The initial balance of this provision,

amounting to approximately $400 million was recorded directly to stockholders' equity; the remaining $12 million,

which r epresen ts the deferre d incom e tax exp ense for th e period w as record ed in the in come  statemen t.
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REPORT OF INDEPENDENT AUDITORS

Monterrey N.L., January 12, 2000 

To the Stockholders of 

Cal Gu adalajara, S .A. de C .V. 

(formerly Simifa, S.A. de C.V.) 

We have audited the balance sheets of Cal Guadalajara, S.A. de C.V. as of December 31, 1999 and 1998, and

the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by ma nagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We b elieve that o ur audits

provide  a reasona ble basis fo r our op inion. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cal Guadalajara, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

changes in its stockholders' equity and the changes in its financial position for the three years in the period then

ended , in confo rmity w ith accou nting prin ciples gen erally acce pted in M exico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Produc tora de B olsas de Pa pel, S.A. 

We have audited the balance sheets of Productora de Bolsas de Papel, S.A. as of December 31, 1999 and 1998,

and the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by ma nagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We b elieve that o ur audits

provide  a reasona ble basis fo r our op inion. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Prod uctora de Bo lsas de Papel, S.A. at D ecember 3 1, 1999 an d 1998, an d the results of its operations,

the chan ges in its stock holders' eq uity and th e chang es in its financ ial position fo r the years th en ende d, in

conform ity with acc ounting  principles g enerally a ccepted  in Mex ico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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REPORT OF INDEPENDENT AUDITORS

Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Cem tec, S.A. de  C.V. 

We have audited the balance sheets of Cemtec, S.A. de C.V. as of December 31, 1999 and 1998, and the related

statements of income, of changes in stockholders' equity and of changes in financial position for the years then

ended .  These fin ancial statem ents are the  responsib ility of the C ompa ny's ma nagem ent.  Our re sponsibility  is to

express a n opinio n on the se financia l statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by ma nagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We b elieve that o ur audits

provide  a reasona ble basis fo r our op inion. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position o f Cem tec, S.A. de  C.V. at D ecemb er 31, 19 99 and  1998, a nd the res ults of its oper ations, the ch anges in its

stockholders' equity and the changes in its financial position for the years then ended, in conformity with accounting

principles g enerally a ccepted  in Mex ico. 

  

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Agreg ados y T riturados M onterrey , S.A. de C .V. 

1. We have audited the balance sheets of Agregados y Triturados Monterrey, S.A. de C.V. as of December 31,

1999 a nd 199 8, and the  related statem ents of inco me, of ch anges in sto ckhold ers' equity an d of cha nges in

finan cial p ositio n for  the y ears th en en ded.   The se fin ancia l statem ents a re the  respo nsibi lity of  the C omp any's

mana geme nt.  Our res ponsibility  is to express  an opin ion on th ese financ ial statemen ts based on  our aud its. 

We con ducted our au dits in accordance  with auditing stand ards generally acc epted in Me xico.  Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

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

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

disclosures in the financial statements.  An audit also includes assessing the accounting principles used and

significant e stimates m ade by m anagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n. 

We b elieve that o ur audits p rovide a r easonab le basis for o ur opinio n. 

2. As described in Note 1 to the financial statements, at a meeting held on Decem ber 6, 1999, the stockholders

resolved to merge the company with Cemex Concretos, S.A. de C.V. (formerly Concretos de Alta Calidad y

Agregados, S.A. de C.V., a related party), the former company being absorbed by the latter.  Consequently,

Agregados y Triturados Monterrey, S.A. de C.V. terminates operations.  This merger is effective from

Decem ber 31, 1 999 on wards. 

3. In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Agregados y Triturados Monterrey, S.A. de C.V. at December 31, 1999 and 1998, and the results of

its operations, the changes in its stockholders' equity and the changes in its financial position for the years then

ended , in confo rmity w ith accou nting prin ciples gen erally acce pted in M exico. 

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Petrocem ex, S.A. d e C.V. 

1. We have audited the balance sheets of Petrocemex, S.A. de C.V. as of December 31, 1999 and 1998, and the

related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then ended.  These financial statements are the responsibility of the Company's management.  Our re-

sponsibility  is to express  an opin ion on th ese financ ial statemen ts based on  our aud its. 

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

require that we plan and perform the audit to obtain reasonable assurance about whether the financial state-

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

accounting p rinciples.  An audit includ es examining , on a test basis, evidence sup porting the am ounts and dis-

closures in  the financ ial statemen ts.  An aud it also includ es assessing  the accou nting prin ciples used  and sign i-

ficant estim ates mad e by m anagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We

believe tha t our aud its provide  a reasona ble basis fo r our op inion. 

2. As described in Note 1 to the financial statements, at a meeting held on May 18, 1999, the stockholders re-

solved to merge the company with Dinek and Badenoch, affiliated companies, both latter companies being

absorbed b y Petrocem ex, S.A. de C .V.  This merg er is effective from July  1, 1999 on wards.

3. In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Petrocemex, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

chang es in its stockh olders' equ ity and the  change s in its financial p osition for th e years the n ended , in

conform ity with acc ounting  principles g enerally a ccepted  in Mex ico. 

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Cem ex Co ncretos, S.A . de C.V . 

(formerly Concretos de Alta Calidad y  Agregados, S.A. de C.V .) 

1. We have audited the balance sheets of Cemex Concretos, S.A. de C.V. as of December 31, 1999 and 1998, and

the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then ended.  These financial statements are the responsibility of the Company's management.  Our re-

sponsibility  is to express  an opin ion on th ese financ ial statemen ts based on  our aud its. 

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

require that we plan and perform the audit to obtain reasonable assurance about whether the financial state-

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

accounting p rinciples.  An audit includ es examining , on a test basis, evidence sup porting the am ounts and dis-

closures in  the financ ial statemen ts.  An aud it also includ es assessing  the accou nting prin ciples used  and sign i-

ficant estim ates mad e by m anagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We

believe tha t our aud its provide  a reasona ble basis fo r our op inion. 

2. As described in Note 1 to the financial statements, at a meeting held on Decem ber 6, 1999, the stockholders

resolved to merge the company with Agregados y Triturados Monterrey, S.A. de C.V., Arenera de Occidente,

S.A. de C.V., Concreto Premezclado Nacional, S.A. de C.V., Concreto y Precolados, S.A. de C.V. and

Pavimentos Mexicanos de Concreto, S.A. de C.V. (affiliated companies), all latter companies being absorbed

by the co mpan y.  This m erger is effe ctive from  Decem ber 31, 1 999 on wards. 

3. In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cem ex Conc retos, S. A. de C. V . at Decemb er 31, 1999  and 1998 , and the results of its operation s,

the chan ges in its stock holders' eq uity and th e chang es in its financ ial position fo r the years th en ende d, in

conform ity with acc ounting  principles g enerally a ccepted  in Mex ico. 

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Cem entos del N oreste, S.A . de C.V . 

(formerly Polycemex, S.A . de C.V.) 

1. We have audited the balance sheets of Cementos del Noreste, S.A. de C.V. (as a separate legal entity) as of

December 31, 1999 and 1998, and the related statements of income, of changes in stockholders' equity and of

changes in financial position for the years then ended.  These financial statements are the responsibility of the

Comp any's manag ement and  are to be subm itted for approval b y the Genera l Meeting of Sto ckholders;

therefore, they include the investment in subsidiaries accounted for by the equity method, as determined on the

basis of the unaudited financial statements.  Our responsibility is to express an opinion on these financial state-

ments b ased on  our aud its. 

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

require that we plan and perform the audit to obtain reasonable assurance about whether the financial state-

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

accounting p rinciples.  An audit includ es examining , on a test basis, evidence sup porting the am ounts and dis-

closures in  the financ ial statemen ts.  An aud it also includ es assessing  the accou nting prin ciples used  and sign i-

ficant estim ates mad e by m anagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We

believe tha t our aud its provide  a reasona ble basis fo r our op inion. 

2. As described in Note 1 to the financial statements, at a meeting held on Decem ber 7, 1999, the stockholders

resolved to merge the company with Cemex México, S.A. de C.V. (formerly Serto Construcciones, S.A. de

C.V., a related party), the former company being absorbed by the latter.  This merger is effective from

Decem ber 31, 1 999 on wards. 

3. In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cementos del Noreste, S.A. de C.V. (as a separate legal entity) at December 31, 1999 and 1998, and

the results of its operations, the changes in its stockholders' equity and the changes in its financial position for

the years th en ende d, in conf ormity w ith accou nting prin ciples gen erally acce pted in M exico. 

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Cem entos M onterrey , S.A. de C .V. 

(formerly Polimeros Cem ex, S.A. de C.V.) 

1. We have audited the balance sheets of Cementos Monterrey, S.A. de C.V. (as a separate legal entity) as of

December 31, 1999 and 1998, and the related statements of income, of changes in stockholders' equity and of

changes in financial position for the years then ended.  These financial statements are the responsibility of the

Comp any's manag ement and  are to be subm itted for approval b y the Genera l Meeting of Sto ckholders;

therefore, they include the investment in subsidiaries accounted for by the equity method, as determined on the

basis of the unaudited financial statements.  Our responsibility is to express an opinion on these financial state-

ments b ased on  our aud its. 

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

require that we plan and perform the audit to obtain reasonable assurance about whether the financial state-

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

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

disclosures in the financial statements.  An audit also includes assessing the accounting principles used and

significant e stimates m ade by m anagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n. 

We b elieve that o ur audits p rovide a r easonab le basis for o ur opinio n. 

2. As described in Note 1 to the financial statements, at a meeting held on March 15, 1999 the stockholders re-

solved to merge the company with Ceser, S.A. and Maritima del Golfo, S.A. (related parties)  both lat ter  com-

panies being absorbed by Cementos Monterrey, S.A. de C.V. this merger is effective from March 31, 1999,

onwa rds.  At a m eeting he ld on D ecemb er 7, 199 9, the stock holders re solved to  merge  the com pany w ith

Cemex México, S.A. de C.V. (formerly Serto Construcciones,  S.A. de C.V., a  related party) the former com-

pany b eing abso rbed by  the latter.  Co nseque ntly, Cem entos M onterrey , S.A. de C .V. termin ates opera tions. 

This m erger is effe ctive from  Decem ber 31, 1 999 on wards. 

3 In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cementos Monterrey, S.A. de C.V. (as a separate legal entity) at December 31, 1999 and 1998, and

the results of its operations, the changes in its stockholders' equity and the changes in its financial position for

the years th en ende d, in conf ormity w ith accou nting prin ciples gen erally acce pted in M exico. 

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Cem entos An áhuac, S .A. de C .V. 

(formerly Immo biliaria Angela Segovia, S.A.) 

We have audited the balance sheets of Cementos Anáhuac, S.A. as of December 31, 1999 and 1998, and the

related statements of income, of changes in stockholders' equity and of changes in financial position for the years

then end ed.  Thes e financia l statemen ts are the resp onsibility of  the Com pany's m anagem ent.  Our re sponsibility  is

to expres s an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cementos Anáhuac, S.A. at December 31, 1999 and 1998, and the results of its operations, the changes

in its stockho lders' equity  and the c hange s in its financial p osition for th e years the n ended , in confo rmity w ith

accoun ting princ iples gene rally accep ted in M exico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Cem entos del N orte, S.A. d e C.V. 

(formerly Immo biliaria ZP Triangular, S.A. de C.V.) 

We have audited the balance sheets of Cementos del Norte, S.A. de C.V. as of December 31, 1999 and 1998,

and the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cementos del Norte, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

chang es in its stockh olders' equ ity and the  change s in its financial p osition for th e years the n ended , in confo rmity

with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Com pañía M inera Ato yac, S.A . de C.V . 

We have audited the balance sheets of Compañía Minera Atoyac, S.A. de C.V. as of December 31, 1999 and

1998, and the related statements of income, of changes in stockholders' equity and of changes in financial position

for the years then ended.  These financial statements are the responsibility of the Company's management.  Our

respons ibility is to expr ess an op inion on  these finan cial stateme nts based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

ciples.  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 ma nagem ent, as well a s evaluatin g the ov erall financ ial statemen t presentatio n.  We b elieve that o ur audits

provide  a reasona ble basis fo r our op inion. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Compañía Minera Atoyac, S.A. de C.V. at December 31, 1999 and 1998, and the results of its opera-

tions, the ch anges in its sto ckhold ers' equity an d the cha nges in its fina ncial positio n for the y ears then e nded, in

conform ity with acc ounting  principles g enerally a ccepted  in Mex ico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Grano s y Terren os, S.A. de  C.V. 

We have audited the balance sheets of Granos y Terrenos, S.A. de C.V. as of December 31, 1999 and 1998, and

the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Granos y Terrenos, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

chang es in its stockh olders' equ ity and the  change s in its financial p osition for th e years the n ended , in confo rmity

with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Produc tos Calcá reos, S.A . de C.V . 

We have audited the balance sheets of Productos Calcáreos, S.A. de C.V. as of December 31, 1999 and 1998,

and the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Productos Calcáreos, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

chang es in its stockh olders' equ ity and the  change s in its financial p osition for th e years the n ended , in confo rmity

with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Provee dora M exicana  de Ma teriales, S.A. d e C.V. 

We have audited the balance sheets of Proveedora Mexicana de Materiales, S.A. de C.V. (as a separate legal

entity) as of D ecemb er 31, 19 99 and  1998, a nd the rela ted statem ents of inco me, of ch anges in sto ckhold ers' equity

and of changes in financial position for the years then ended.  These financial statements are the responsibility of the

Company's management and are to be submitted for approval by the General Meeting of Stockholders; therefore,

they include the investment in subsidiary accounted for by the equity method.  Our responsibility is to express an

opinion  on these fin ancial statem ents based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Proveedora Mexicana de Materiales, S.A. de C.V. (as a separate legal entity) at December 31, 1999 and

1998, and the results of its operations, the changes in its stockholders' equity and the changes in its financial

position fo r the years th en ende d, in conf ormity w ith accou nting prin ciples gen erally acce pted in M exico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Pavim entos M exicano s de Co ncreto, S.A . de C.V . 

We have audited the balance sheets of Pavimentos Mexicanos de Concreto, S.A. de C.V. as of December 31,

1999 and 1998, and the related statements of income, of changes in stockholders' equity and of changes in financial

position fo r the years th en ende d.  These  financial state ments ar e the respo nsibility of the  Com pany's m anagem ent. 

Our resp onsibility is to e xpress an  opinion  on these fin ancial statem ents based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on December 6, 1999, the

stockholders approved the merger of the company into Cemex Concreto, S.A. de C.V.  This merger became effec-

tive as from December 31, 1999, which means that all the company's rights and obligation were transferred to the

mergin g com pany. 

   

As mentioned in Note 2E to the financial statements, on the basis of a study carried out in 1999, the company

decided to modify the technical useful lives of the plant and equipment, particularly as concerns a lower rate of wear

and tear as compared to the rate originally considered.  The result of this change was a reduction in depreciation

charged  to incom e amou nting to ap proxim ately Ps1,3 00,000 . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position o f Pavim entos M exicano s de Co ncreto, S.A . de C.V . at Decem ber 31, 1 999 an d 1998 , and the re sults of its

operations, the changes in its stockholders' equity and the changes in its financial position for the years then ended,

in confo rmity w ith accou nting prin ciples gen erally acce pted in M exico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Explota dora de  Cantera s, S.A. de C .V. 

We have audited the balance sheets of Explotadora de Canteras, S.A. de C.V. as of December 31, 1999 and

1998, and the related statements of income, of changes in stockholders' equity and of changes in financial position

for the years then ended.  These financial statements are the responsibility of the Company's management.  Our

respons ibility is to expr ess an op inion on  these finan cial stateme nts based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mention ed in Note 1 to th e financial statement, inco me and o perating cost and  expenses, arise from  trans-

actions with related parties.  In view of the before going, these transactions may not be considered to be the same as

those that w ould be  carried ou t with inde pende nt parties in co mpara ble transac tions. 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on December 6, 1999, the

stockholders approved the merger of the company into Cemex M exicana, S.A. de C.V.  This merger became effec-

tive as from December 31, 1999, which means that all the company's rights and obligation were transferred to the

mergin g com pany. 

   

As mentioned in Note 2D to the financial statements, on the basis of a study carried out in 1999, the company

decided to modify the technical useful lives of the property, plant and equipment, particularly as concerns a lower

rate of we ar and tea r as com pared to th e rate origin ally consid ered.  Th e result of this c hange  was a red uction in

deprecia tion charg ed to inco me am ounting  to appro ximately  Ps8,179 ,000. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Exp lotadora de C anteras, S.A. de C .V. at Decem ber 31, 199 9 and 199 8, and the results of its opera tions,

the changes in its stockholders' equity and the changes in its financial position for the years then ended, in con-

formity  with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Arener a del Orien te, S.A. de C .V. 

We have audited the balance sheets of Arenera del Oriente, S.A. de C.V. as of December 31, 1999 and 1998,

and the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mention ed in Note 1 to th e financial statements, inco me and o perating cost and  expenses arise from  trans-

actions with related parties.  In view of the before going, these transactions may not be considered to be the same as

those that w ould be  carried ou t with inde pende nt parties in co mpara ble transac tions. 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on December 6, 1999, the

stockholders approved the merger of the company into Cemex Concreto, S.A. de C.V.  This merger became effec-

tive as from December 31, 1999, which means that all the company's rights and obligation were transferred to the

mergin g com pany. 

   

As mentioned in Note 2E to the financial statements, on the basis of a study carried out in 1999, the company

decided to modify the technical useful lives of the property, plan and equipment, particularly as concerns a lower

rate of we ar and tea r as com pared to th e rate origin ally consid ered.  Th e result of this c hange  was a red uction in

deprecia tion charg ed to inco me am ounting  to appro ximately  Ps9,482 ,000. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Arenera del Oriente, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

chang es in its stockh olders' equ ity and the  change s in its financial p osition for th e years the n ended , in confo rmity

with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Com pañía de  Transp orte del M ar de Co rtes, S.A. de  C.V. 

We have audited the balance sheets of Compañía de Transporte del Mar de Cortes, S.A. de C.V. as of

December 31, 1999 and 1998, and the related statements of income, of changes in stockholders' equity and of

changes in financial position for the years then ended.  These financial statements are the responsibility of the

Company's management.  Our responsibility is to express an opinion on these financial statements based on our

audits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mention ed in Note 1 to th e financial statements, inco me and o perating cost and  expenses arise from  trans-

actions with related parties.  In view of the before going, these transactions may not be considered to be the same as

those that w ould be  carried ou t with inde pende nt parties in co mpara ble transac tions. 

   

As mentioned in Note 2D to the financial statements, on the basis of a study carried out in 1999, the company

decided to modify the technical useful lives of the plant and equipment, particularly as concerns a lower rate of wear

and tear as compared to the rate originally considered.  The result of this change was a reduction in depreciation

charged  to incom e amou nting to ap proxim ately Ps4,6 58,000 . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Compañía de Transporte del Mar de Cortes, S.A. de C.V. at December 31, 1999 and 1998, and the re-

sults of its operations, the changes in its stockholders' equity and the changes in its financial position for the years

then end ed, in con formity  with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Cem entos Gu adalajara, S .A. de C .V. 

(formerly Inmobiliaria Industrial Mazatleca, S.A. de C.V.) 

We have audited the balance sheets of Cementos Guadalajara, S.A. de C.V. as of December 31, 1999 and 1998,

and the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mention ed in Note 1 to th e financial statements, inco me and o perating cost and  expenses, arise from  trans-

actions with related parties.  In view of the before going, these transactions may not be considered to be the same as

those that w ould be  carried ou t with inde pende nt parties in co mpara ble transac tions. 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on June 30, 1999 it was

decided to change the name of the company from Inmobiliaria Industrial Mazatleca, S.A. de C.V. to Cementos

Guad alajara, S.A . de C.V . 

   

In our opinion the aforementioned financial statements present fairly, in all material respects, the financial

position of Cem entos Guad alajara, S.A. de C.V . at Decemb er 31, 1999  and 1998 , and the results of its operation s,

the changes in its stockholders' equity and the changes in its financial position for the years then ended, in con-

formity  with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Cem entos de O riente S.A . de C.V . 

(formerly Maquiladora y Distribuidora 

de Materiales para la Construcción, S.A. de C.V.) 

We have audited the balance sheets of Cementos de Oriente, S.A. de C.V. as of December 31, 1999 and 1998,

and the related statements of income, of changes in stockholders' equity and of changes in financial position for the

years then  ended.  T hese finan cial stateme nts are the re sponsibility  of the Co mpan y's man agem ent.  Our re sponsibil-

ity is to expre ss an opin ion on th ese financ ial statemen ts based on  our aud its. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mention ed in Note 1 to th e financial statements, inco me and o perating cost and  expenses arise from  trans-

actions with related parties.  In view of the before going, this transaction may not be considered to be the same as

those that w ould be  carried ou t with inde pende nt parties in co mpara ble transac tions. 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on August 31, 1999, it was

decided  to chang e to the nam e of the co mpan y from  Maqu iladora y D istribuidora  de Ma teriales para la

Constru cción, S.A . de C.V . to Cem entos de O riente, S.A . de C.V . 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Cementos de Oriente, S.A. de C.V. at December 31, 1999 and 1998, and the results of its operations, the

chang es in its stockh olders' equ ity and the  change s in its financial p osition for th e years the n ended , in confo rmity

with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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To the Stockholders of 

Autotra nsportes d e Huich apan, S.A . de C.V . 

We have audited the balance sheets of Autotransportes de Huichapan, S.A. de C.V. as of December 31, 1999

and 1998, and the related statements of income, of changes in stockholders' equity and of changes in financial

position fo r the years th en ende d.  These  financial state ments ar e the respo nsibility of the  Com pany's m anagem ent. 

Our resp onsibility is to e xpress an  opinion  on these fin ancial statem ents based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mention ed in Note 1 to th e financial statements, inco me and o perating cost and  expenses arise from  trans-

actions with related parties.  In view of the before going, these transactions may not be considered to be the same as

those that w ould be  carried ou t with inde pende nt parties in co mpara ble transac tions. 

   

As mentioned in Note 2D to the financial statements, on the basis of a study carried out in 1999, the company

decided to modify the technical useful lives of the property, plant and equipment, particularly as concerns a lower

rate of we ar and tea r as com pared to th e rate origin ally consid ered.  Th e result of this c hange  was a red uction in

deprecia tion charg ed to inco me am ounting  to appro ximately  Ps742,0 00. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position o f Autotra nsportes d e Huich apan, S.A . de C.V . at Decem ber 31, 1 999 an d 1998 , and the re sults of its

operations, the changes in its stockholders' equity and the changes in its financial position for the years then ended,

in confo rmity w ith accou nting prin ciples gen erally acce pted in M exico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Conc retos y Pre colados , S.A. de C .V. 

We have audited the balance sheets of Concretos y Precolados, S.A. de C.V. as of December 31, 1999 and

1998, and the related statements of income, of changes in stockholders' equity and of changes in financial position

for the years then ended.  These financial statements are the responsibility of the Company's management.  Our

respons ibility is to expr ess an op inion on  these finan cial stateme nts based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on December 6, 1999, the

stockholders approved the merger of the company into Cemex Concreto, S.A. de C.V.  This merger became effec-

tive as from December 31, 1999, which means that all the company's rights and obligations were transferred to the

mergin g com pany. 

   

As mentioned in Note 2E to the financial statements, on the basis of a study carried out in 1999, the company

decided to modify the technical useful lives of the property, plant and equipment, particularly as concerns a lower

rate of we ar and tea r as com pared to th e rate origin ally consid ered.  Th e result of this c hange  was a red uction in

deprecia tion charg ed to inco me am ounting  to appro ximately  Ps10,35 5,000. 

   

As mentioned in Note 1 to the financial statements, at the extraordinary stockholders' meeting held on

November 19, 1998, it was agreed that as from December 31, 1998, Concretos y Derivados, S.A. de C.V. would be

merge d into the c ompa ny. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position of Co ncretos y Preco lados, S.A. de C .V. at Decem ber 31, 199 9 and 199 8, and the results of its opera tions,

the changes in its stockholders' equity and the changes in its financial position for the years then ended, in con-

formity  with acco unting p rinciples ge nerally ac cepted in  Mexic o. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor P uente S. 
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Monterrey, N.L., January 12, 2000 

To the Stockholders of 

Conc reto Prem ezclado  Nacion al, S.A. de C .V. 

We have audited the balance sheets of Concreto Premezclado Nacional, S.A. de C.V. as of December 31, 1999

and 1998, and the related statements of income, of changes in stockholders' equity and of changes in financial

position fo r the years th en ende d.  These  financial state ments ar e the respo nsibility of the  Com pany's m anagem ent. 

Our resp onsibility is to e xpress an  opinion  on these fin ancial statem ents based  on our a udits. 

   

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

require that we plan and perform the aud it to obtain reasonable assurance about whether the financial statements are

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

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

financial statements.  An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation.  We believe that our audits pro-

vide a rea sonable  basis for ou r opinion . 

   

As mentioned in Note 1 to the financial statements, at the stockholders' meeting held on December 6, 1999, the

stockholders approved the merger of the company into Cemex Concreto, S.A. de C.V.  This merger became

effective as  from D ecemb er 31, 19 99, wh ich mea ns that all the c ompa ny's rights an d obligatio n were tra nsferred to

the mer ging co mpan y. 

   

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial

position o f Conc reto Prem ezclado  Nacion al, S.A. de C .V. at Dec embe r 31, 199 9 and 1 998, an d the resu lts of its

operations, the changes in its stockholders' equity and the changes in its financial position for the years then ended,

in confo rmity w ith accou nting prin ciples gen erally acce pted in M exico. 

   

   

PRICEWATERHOUSE COOPERS 

Héctor Puente S.
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INDEPENDENT AUDITORS' REPORTS ON SCHEDULES

To Board of D irectors and Stockholders

CEM EX, S.A . de C.V .:

The audits referred to in our report dated January 17, 2000 included the related consolidated financial state-

ments schedules as of December 31, 1998 and 1999, and for each of the years in the three-year period ended

December 31, 1999, included in the annual report. These consolidated financial statement schedules are the re-

sponsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated

financial statement schedules based on our audits and the report of other accountants. In our opinion, based upon

our aud its and the re port of oth er accou ntants, such  consolid ated finan cial stateme nt schedu les, when  consider ed in

relation to the basic consolidated financial statements taken as a whole, present fairly in all material respects the

inform ation set forth  therein. 

KPMG Cárdenas Dosal, S.C.

Rafael Gómez Eng

Monterrey, N.L. Mexico

January, 17, 2000 
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SCHEDULE I

CEMEX, S.A. DE C.V. (PARENT COMPANY ONLY)

Balance Sheets

(Thousands of constant Mexican pesos as of December 31, 1999)

December 31,

1998 1999

Current Assets

Cash an d temp orary inv estmen ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 208,880 54,859

Other receivables (note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 632,658 20,985

Intercompany receivables (note 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . .           1,612,378             674,475

Total cur rent assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,453,916 750,319

Investments and Noncurrent Receivables

Investments in subsidiaries and affiliated companies (note 4) . . . . . . . 70,992,929 44,447,874

Other inv estmen ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,345 9,210

Long-term intercompany receivables . . . . . . . . . . . . . . . . . . . . . . . . . . 1,094,801 22,564,025

Total investments and noncurrent receivables . . . . . . . . . . . . . . . . 72,098,075 67,021,109

Other A ssets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,659,937 5,706,311

TOTAL ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,211,928 73,477,739

Current Liabilities

Bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,118,475 1,074,630

Notes pa yable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105,121 77,090

Current maturities of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,533,605 4,054,412

Other accounts payable and accrued expenses . . . . . . . . . . . . . . . . . . . 730,797 820,334

Intercompany payables (note 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,261,989 2,971,588

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,749,987 8,998,054

Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,804 20,774

Long-Term Debt (note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,895,592 15,177,249

TOTAL LIABILITIES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,685,383 24,196,077

STOCKHOLDERS' EQUITY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,526,545 49,281,662

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY . . . . . . . .   Ps 78,211,928       73,477,739

See acco mpan ying no tes to financ ial statemen ts



S-3 

SCHED ULE I continued

CEM EX, S.A . DE C .V. 

Statements of Income

(Thousands of constant Mexican pesos as of December 31, 1999, except for earnings per share)

Years ended on

December 31,

1997 1998 1999

Total revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 6,069,014 6,846,539 9,044,898

Administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (95,408)   (116,367) (106,924)

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,973,606 6,730,172 8,937,974

Net comprehensive f inancing (cost)  income . . . . . . . . 884,068 (567,927) 855,877

Other income (expenses), net . . . . . . . . . . . . . . . . . . . . . . . . . . . 115,221 37,622 (609,610)

Income before income taxes . . . . . . . . . . . . . . . . . . . 6,972,895 6,199,867 9,184,241

Income tax benefit and business assets tax, net (note 7) . . . . . . 760,284 1,760,977 64,805

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 7,733,179 7,960,844 9,249,046

Basic Earnings Per Share . . . . . . . . . . . . . . . . . . . . . Ps 2.01 2.10 2.45

Diluted Earnings Per Share . . . . . . . . . . . . . . . . . . . Ps 1.98 2.10 2.44

See acco mpan ying no tes to financ ial statemen ts
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SCHED ULE I  continued

CEM EX, S.A . DE C .V. 

Statements of Changes in Financial Position
(Thousands of constant Mexican pesos as of December 31, 1999)

Years ended on

December 31,

1997 1998 1999

Operating activities

Net resources provided by (used in) 

operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . Ps  16,568,659        317,222 (4,965,503)

Financing activities

Proceeds from bank loans, net . . . . . . . . . . . . . . . . . . 1,849,381     6,206,910 (6,128,138)

Notes pa yable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (5,954,709) (10,249,545) (544,782)

Issuance of common stock . . . . . . . . . . . . . . . . . . . . 18,025           9,719        320,001

Acquisition of shares under share repurchase 

program . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (1,205,322) - -

Dividen ds paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - (1,644,422) (1,887,312)

Issuance of common stock from reinvestment of

dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -    1,348,393     1,679,627

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - (117,334)            6,740

Resources used in financing activities . . . . . . . . . . . . (5,292,625) (4,446,279) (6,553,864)

Investing activities

Long-term intercompany receivables, net . . . . . . . . . - (1,094,801) (21,469,224)

Net change in investment in subsidiaries . . . . . . . . . (12,514,420)    5,788,720   22,875,607

Dividends received . . . . . . . . . . . . . . . . . . . . . . . . . .       770,666 -   12,120,746

Deferred charges . . . . . . . . . . . . . . . . . . . . . . . . . . . .         (45,579) (367,391) (2,161,783)

Resources provided by (used in) investing

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . (11,789,333)     4,326,528  11,365,346

Increase (decrease) in cash and temporary

investm ents . . . . . . . . . . . . . . . . . . . . . . . . . (513,299)       197,471 (154,021)

Cash and temporary investments at begin-

ning 

of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 524,708         11,409        208,880

Cash and temporary investments at end of

year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps 11,409       208,880          54,859

See accompanying notes to financial statements.
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SCHED ULE I continued

CEMEX, S.A. DE C.V.

Notes to the Parent Co mpany O nly Financial Statements

December 31, 1997, 1998 and 1999
(Thousands of constant Mexican pesos as of December 31, 1999

1. DESCRIPTION O F BUSINESS

Cemex, S.A. de C.V. (CEMEX) is the parent company of entities engaged in the production and marketing of

cement and concrete in the construction industry.  CEMEX also has subsidiaries that participate in the tourism in-

dustry.

2. SIGNIFICANT ACCOUNTING POLICIES

A) BASIS OF PRESENTATION

The accompanying financial statements have been prepared in accordance with Accounting Principles

Generally Accepted in Mexico (Mexican GAAP), which include the recognition of the effects of inflation on the

financial information.

B) PRESENTATION OF COMPARATIVE FINANCIAL STATEMENTS

The inflation restatement factors of prior periods for the Parent Company-only financial statements were de-

termine d based  on inflation  in Mex ico. 

December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1232

December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1861

December 31, 1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1572

The inflation restatement adjustments for common stock and additional paid-in capital are restated by using

Mexican inflation.

C) CASH AND TEMPORARY INVESTMENTS

Cash and temporary investments include fixed-income marketable securities investments with original

maturities of three months or less.  Investments in marketable securities are stated at market value.  Gains or losses

resulting from changes in market values and the effects of inflation are included in the accompanying statements of

incom e as part of th e comp rehensiv e financin g incom e or cost.

D) INVESTME NTS IN SUBSIDIARIES AND A FFILIATED CO MPANIES (note 4)

Investments in common stock representing between 10% and 100%  of the issuer's common stock are accounted

for by the equity method. Und er the equity method, the investments are stated at cost, adjusted for the CEMEX’s

equity in the investee's earnings after acquisition and the effects of inflation on the investee's equity.

E) PROPERTY, MACHINERY AND EQUIPMENT

Property , machin ery and  equipm ent are restate d for inflatio n in acco rdance w ith the fifth am endm ent to Bu lletin

B-10.   The beginning balances for the 1997 inflation adjustment for property, machinery and equipment were the

ending balan ces at Decem ber 31,199 6, which w ere based on a ppraisals made  by indepen dent expert app raisers.

Depreciation of property, machinery and equipment is provided on the straight-line method over the estimated

remain ing usefu l lives of the as sets less salvag e value. 
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CEMEX, S.A. DE C.V.

Notes to the Parent Co mpany O nly Financial Statements

December 31, 1997, 1998 and 1999

(Thousands of constant Mexican pesos as of December 31, 1999)
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F) DEFERRED CHARGES AND AMORTIZATION

Deferred charges are adjusted to reflect current values.  Amortization of deferred charges is determined using

the straight-line metho d based on th e current value o f the assets.

Amortization of the excess of cost over book value of subsidiaries acquired (goodwill) is determined under the

present worth or sinking fund method, which intends in a better matching of the amortization of goodwill with the

revenues ge nerated from  the acquired affiliated co mpanies.  Th e amortization p eriods are as follows:

Years

Goodwill from years before 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40

Goodwill generated starting January 1, 1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

Deferred financing costs are adjusted to reflect current values, and represent expenses originated from

CEMEX’s financing operations.  Amortization of deferred financing cost is determined under the straight-line

metho d over th e term of  the related d ebt based  on the cu rrent valu e of defer red finan cing cost.

G) MONE TARY POSITION  GAIN OR LO SS

The monetary position gain or loss is calculated by applying the inflation rate of each country in which the

CEM EX ha s operation s to the ave rage net m onetary  assets or liabilities in  that coun try. 

H) DEFICIT IN EQUITY RESTATEMENT

The deficit in equity restatement includes the accumulated effect from holding non-monetary assets as well as

the effects of translation of finan cial statements of foreign  subsidiaries.

3. OTHER RECEIVABLES

Other current receivables consist of:

1998 1999

Non-trade receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps    13,029     20,985

Refundable income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 591,321 -

Other refundable taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,308 -

Ps   632,658      20,985
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CEMEX, S.A. DE C.V.
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December 31, 1997, 1998 and 1999

(Thousands of constant Mexican pesos as of December 31, 1999)
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4.     INVESTMENTS IN SUBSIDIARIES AND AFFILIATED COMPANIES

Investments in shares of subsidiaries and affiliated companies are accounted for by the equity method, which

considers the results  and the stockholders’  equity of the investees.   Investments in subsidiaries and affil iated com-

panies are sum marized as follow s:

1998 1999

Contrib ution or b ook va lue at acqu isition date . . . . . . . . . . . . . . . . Ps      35,015,884 27,910,116

Equity in income and other changes in stockholders' equity of

subsidiaries and affiliated companies . . . . . . . . . . . . . . . . . . . . . . . . 35,977,045 16,537,758

Ps      70,992,929 44,447,874

5. LONG-TERM DEBT

The ma turities of the long-term d ebt at Decem ber 31, 199 9, are as follows:

2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps   5,667,089

2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,755,448

2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -

2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -

2005 and thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,754,712

Ps  15,177,249

6. TRANSACTIONS WITH RELATED PARTIES

The principal transactions carried out with related parties are the following:

1997 1998 1999

Rental  income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps   152,935 134,908 341,725

License fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 420,379     559,573 1,075,491

Financial expenses . . . . . . . . . . . . . . . . . . . . . . . . . . (1,049,137) (2,110,337) (1,623,174)

Financial income . . . . . . . . . . . . . . . . . . . . . . . . . . .   475,402 26,244 535,842

Dividends from subsidiaries . . . . . . . . . . . . . . . . . . .   770,666 - 12,120,746
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7. INCOME TAX AND BUSINESS ASSETS TAX

In accordan ce with present tax leg islation in Mexico, co rporations mu st pay either the Incom e Tax or B usiness

Assets Ta x depen ding on  which a moun t is greater for th eir operatio ns in Me xico.  Bo th taxes rec ognize th e effects

of inflation , in a man ner differe nt from  generally  accepted  accoun ting princ iples. 

The Business Assets Tax Law establishes a 1.8% tax levy on assets, indexed for inflation in the case of inven-

tory, property, plan t and equipm ent after deducting  certain liabilities.

Income tax benefit (expense) for the years ended D ecember 31, 1997 , 1998 and 1999, con sists of:

1997 1998 1999

Current income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ps (1,210,192) (1,131,179) (3,605,974)

Benefit from tax consolidation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,013,365 1,929,457 364,805

Utilization of tax loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . 957,111 962,699 3,305,974

Ps 760,284 1,760,977 64,805

CEMEX , as a holding company, prepares its income Tax and Business Assets Tax returns on a consolidated

basis, which resulted in tax benefits of Ps 760,284  in 1997, Ps 1,760,977 in 1998  and Ps 64,805 in 1999.

8. CHARGES TO OPERATIONS WHICH DID NOT REQUIRE RESOURCES

Items charged or credited to the results of operations, which did not generate the use of resources, are

summ arized as follows:

1997 1998 1999

Depreciation of property, machinery and  equipment . . . . . . . . . . . . . . Ps 5,947 5,133 4,207

Amortization of deferred charges and credits, net . . . . . . . . . . . . . . . . . 115,854 83,791 60,214

Equity in income of subsidiaries and affiliates . . . . . . . . . . . . . . . . . . . (5,495,700) (6,152,058) (7,627,682)

Ps (5,373,899) (6,063,134) (7,563,261)

9. CONTINGENCIES AND COMMITMENTS

At Dec embe r 31, 199 9, CEM EX, S.A . de C.V . has signed  as guaran tor for loan s made  to certain su bsidiaries in

the amount of US d ollars 101 million (Ps961 million).
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Valuation and  Qualifying A ccounts as of D ecember 3 1, 1997, 19 98 and 19 99, is as follows:

Description

Balance at
Beginning
Of period

Charged
To costs

And
Expenses Deductions Others(1)

Balance
at end of
Period

Year ended December 31, 1997:

Allowance for doubtful accounts . . . . . . . . 591,717 195,919 187,923   9,413 609,126

Year ended December 31, 1998:

Allowance for doubtful accounts . . . . . . . . 609,126 196,044 133,493 (65,107) 606,570

Year ended December 31, 1999:

Allowance for doubtful accounts . . . . . . . . 606,570  80,359 101,058  (74,810) 511,061

_________________

(1) Amounts included in "Others" primarily result from the effects of foreign currency translation and the inflation adjustment of the initial
balance in the restatement to constant pesos as of the e nd of the same period.


