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ABOUT THE COVER:

At GEO, we have our claws firmly
gripping the ground to sustain
the currents of the market and to
place our Company far ahead of
other bears or competitors. Just
like this bear overcomes any ob-
stacles to stand in the right place
and at the right moment to get
the biggest fish, at Geo, thanks
to our expertise and the quality
of our people, we are adequately
positioned at the precise time in
order to catch the largest fish,
taking the greatest advantage of
the market’s opportunities and
leaving other bears perplexed.




~2004 marked another year of extraordinary results,
continum g the imp rovement of our Company’s finan-
ained the

competitive advantages to outperformthe | |

arket and persist delivering sustainable, predict-

ceivable to sales ratio and Net Debt to historic levels,
expand marglns, and aci |eve double digit_growth




Il

) *



w
e

Geo has presence in 33 cities and 19 states.

2 Geo controls the greatest Land Reserve in the Industry.

% | Geo is present where:

1,

j » 76% of Mexicans live.

o

| 75% of INFONAVIT credits are granted.

# 80% of the Gross Domestic Product is generated.

»» 74% of marriages take place.

Just like this fan managed to place himself in the exact

place inside the stadium to catch the baseball, Geo, with

its experience, know$ exactly where to place itself to ben-

efit from its broad and strategic geographical diversifica-

tion and take full adva‘atage of market opportuniti&
i
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The Housing Industry is living

—ils best moment due tg




adyantagesare:

Proven track record in the stock market.

zsatisfied customers and trained employees.

wroduct mix with better quality options.

nancial's with reduced debt
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The right

Today, Geo is living its best moment because it knows
how to take advantage of all the positive elements in
the environment and the ascending trend of the in-
dustry, which combined with the development of its
people guarantees the Company’s continuous growth.
Its training plan continues to give extraordinary re-
sults by providing the best and most prepared person-
nel in every area.

Compromised with offering the best service, and hav-
ing an optimum control of the Company’s operations,
Geo continuously actualizes its information systems
and computer equipment, not only to automate the
administrative areas of all the subsidiaries and having
information relayed in real time, but also to improve
the quality of service to all its clients. For this reason,
Geo operates around platforms and services, such as
the Call Center supported by a Siebel platform, the
CRM (Customer Relation Management). Moreover, its
Web Page has been awarded several recognitions na-
tionally and internationally, and offers, to all the cli-
ents, a unique free prequalification service connected
to Financial Institutions.

O Geo's
geographical
presence

Corporacién Geo is a completely institutionalized Com-
pany formed by decentralized subsidiaries that posses self:
power in every locality where Geo is present.

In order to create new schemes and conquer unattended
markets, Geo has achieved important negotiations with
outstanding Mexican Banks and Financial Institutions
creating strategic alliances that increase its efficiency.
Geo was the precursor in designing an insurance pro-
gram, the Geo-Seguro, in an agreement with Seguros
Inbursa in order to offer all of Geo’s clients a free insur-
ance that guarantees their households for two years of
installations and finishes, and up to ten years of hidden
structural damages.

Homes %00
sold 30000

29,520

33,228
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Mexican Housing Markel
by Segments and amount
of locans by Institution

Residential above
US$ 175,000

Middle Income between
US$ 33,000 and US$ 175,000

Geo’s Typical Market
Affordable Entry Level between
US$ 18,000 and US$ 33,000

Lower Affordable up
to US$ 18,000

$175
';>\
o
3|
3 $44
E ....... (
Z|, i
!
$2 ||

Price range in
thousand dollars

Furthermore, in September Geo signed an agreement with BBVA Bancomer
for $2 billion pesos to provide mortgages to its clients, through the Co-fi-
nancing program. Geo is the only company to sign two agreements with
Banco Azteca to sell plots of land with services to people with lower in-
comes and to provide mortgage loans to clients who receive most of their
income through tips.

During the last years, Geo has modified its business model by strengthening
its financial structure, reducing its Net Debt, and generating Free Cash Flow;
leading towards a healthy and constant growth. For this goal, Corporacién
Geo has joined Prudential Real Estate Investors who purchases the land nec-
essary for Geo to develop housing in the coming years. Today, Geo controls
the largest land bank in the Industry, allowing a greater capacity for plan-
ning, an increased advantage in economies of scale, and the opportunity of
diversifying into new businesses. This program optimizes the administration
of Geo’s working capital needs which results in an important resource re-
lease that translates in an accelerated generation of Free Cash Flow used for
reducing Net Debt and maintaining the Company’s constant growth.

As part of the Company’s growth strategy, Geo has improved
its product mix, increasing its participation in the Middle and
Residential housing segment to 10% of total units, supported |  —iooprmsssesy

Geo’s Sales Mix by Segment

Housing Segment 2000 2001 2002 2003 2004

Middle Income
& Residential 2% 5% 7% 9% 10%

Affordable (Geo’s

by an increase in average price and improvements in the qual- Typical Market) 05%  82%  64% 65% 65%
ity of the product. In May 2004, Geo decided to deploy the new | J7mr o or o mmmmmmmsmmssm o rmom o

brand “G-Homes” especially created to promote and sell its | = ---eesomeseseeseoeoeeoes
products in this segment, creating a synergy between design,
location, quality, and greater added-value for its clients. The
same is happening in the Lower Income or Economical hous-
ing segment that represents 25% of total units sold, where
Geo has taken advantage of all the benefits and opportuni-
ties given by the Financial Institutions to achieve an excellent

product diversification.

Geo enjoys the most varied product range in the market, hav-
ing houses from US $18,000 to over US $500,000, on top of be-
ing the Company with the highest number of units sold in the

industry in each segment.

Lower Affordable 3% 13%  29% 26% 25%

Geo has the greatest trajectory and experience in the In-
dustry. On July 28, 2004 Geo celebrated its 10% anniversary
of publicly trading in the Mexican Stock Exchange, being
the first housing company in Latin America in doing so.
Geo’s stock has shown the best result in the sector for the
last years. Also, Geo has the most liquidity among its sector
competitors, ending the year with an average daily opera-
tion of close to US $4M, and has the goal of increasing this
volume of operation in the coming years. In May 2004 the
Company incurred a 5 to 1 stock split, that helped in ob-
taining for the third year in a row the “Liquidity Award”
given by the Bolsa Mexicana de Valores to recognize the

stock’s high liquidity level.

In regards to Corporate Governance, Geo has been working
in maintaining the best communication with the markets,
involving transparency, opportunity, compromise, and
honesty, verified by the important international awards
recognizing Corporacién Geo for its Corporate Governance
and the level of attachment to the Improved Corporate
Practices Code.




In millicns ef coasEnt as e Deeamber 37, 2004

Homes Sold (Units)

Revenues

Gross Profit

Operating Profit

EBITDA

Net Profit

Net Debt

Total Debt

Free Cash Flow $116 +300.3%
Interest Coverage 77 2.9 +4.8%
Return on Equity T T e 4% +30.3%
Year Ended Shares Outs-fai—r'lding ___________________________ 517.1 +3.0%
Owned Land Bank (Units) 7 176,195 1 -20.6%
Total Land Bank (Units) 239,676 243300 +1.5%

JIANUARY MAY

Relevant
Events
of 2004

» 10

Geo receives 3 awards from Ameri-MZ consult
in the 2004 global rankings of Investor Rela-
tions Websites. > Geo won the POP+ Award for
best Investor Relations website in Mexico for the
third consecutive year and was voted second in
all of Latin America, by capital markets profes-
sionals. Geo was also awarded second place in
the Top 5 Award category for best investor rela-
tions website in Mexico based on a set of techni-
cal criteria. In addition, Geo received first place
honors in the Global category for Homebuild-
ing, Cement & Construction sectors.

APRIL

Geo announces voting results from annual
Shareholders Meeting held on April 21, 2004.
> The shareholders of Corporacién Geo voted
in favor of the proposals made by the Board of
Directors of the Company in the Annual Share-
holders Meeting, approving both the share split
in the ratio of 5 new GEO B shares for each one
currently held, as well as the elimination of the
“Shareholders’ Rights Program”.

Geo included in MSCI standard index series.
» Geo announced that it was selected for inclu-
sion in the Morgan Stanley Capital Internation-
al Inc., MSCI Standard Index Series, effective
May 28, 2004.

JUNE

Geo was awarded for best Investor Relation
practices during the IR Magazine UK awards
2004. »® Geo received an Award as “The Best
Emerging Market Company” during the IR
Magazine UK Awards 2004, a prestigious event
that distinguishes companies that have the
best Investor Relations practices worldwide.
The winners of such distinguished Awards
were determined by more than 850 analysts
and investors who voted and answered a survey
performed by an independent party.

Corporacion Geo and PREI set to invest US$175
million to acquire land in 2004.> Corporacion
Geo and PREI announced that they had closed
the first phase of their joint venture to devel-
op affordable, middle and residential housing
throughout Mexico. While the first phase was
originally planned to be US$100 million, its
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size was increased to US$175 million, so Geo SEPTEMBER OCTOBER

can secure land in markets it deems strategic.

Corporacion Geo revolutionizes the home-
building sector with the launch of GEO-SEGU-
RO. > Thanks to 31 years of experience and the
full support of the most solid insurance pro-
vider in Mexico, Seguros Inbursa, Corporacién
Geo has become the first and only company
in the homebuilding sector to offer this type
of service to its customers, as it claims to pro-
vide them with safety, and protection for their
properties. This product protects the recipi-
ent of INFONAVIT who purchased a Casa Geo
since July 1, 2004, with the insurance for two
years on the installations and fixtures, and for
10 years against structural damage originating
from production flaws.

JURY

Corporacion Geo celebrated 10 years of being
listed in the Mexican Stock Exchange. » Geo
celebrated on July 28 ten years of being listed
in the Bolsa Mexicana de Valores (BMV), being
the first homebuilder in Latin America to be-
come public.

Geo signs important agreements for the de-
velopment of the Co-finance program and to
promote the sale of lots with basic services
and to finance unserved workers. ® Geo an-
nounced it had signed several agreements,
one of them with BBVA Bancomer, key to the
development of the co-financing program; and
the other two with Banco Azteca. One of which
is destined to the promotion and sale of lots
with basic utilities, and another one to address
the important segment of workers whose daily
wage consists largely of tips.

Corporacion Geo receives Mexican Stock Ex-
change Liquidity Award for third consecutive
year. > The Mexican Stock Exchange awarded
Corporacién Geo the “2003-2004 Liquidity
Award” in recognition of the Company’s high
level of liquidity over the last 12 months.

Geo’s Investor Relations program recognized
as second best in Latin America.» Geo was vot-
ed second in the Cement & Construction cate-
gory in a survey of sell-side analysts conducted
by the Institutional Investor Research Group
ranking the best investor relations practices.

Geo sweeps National Housing Awards present-
ed at the Mexican Presidential Residence “Los
Pinos”. > Geo received the most awards, for the
fourth consecutive year, at the 2004 National
Housing Awards presented by President Vicente
Fox in the Official Residence of Los Pinos, with
Geo winning awards in 6 of the 10 categories.

DECEMBER

Geo was ranked first in Latin America and sev-
enth among Emerging Markets’ companies,
by Euromoney’s 2004 Corporate Governance
survey. ® Geo was ranked first for its Corporate
Governance practices among Latin American
companies and seventh overall in the emerg-
ing markets category by Euromoney maga-
zine in its 2004 Corporate Governance Survey,
which was published in September 2004, Vol-
ume 35, number 425.

1«




Increasing our
growth and

“Geo is the right Company
since it continues delivering
product excellence, maintaining
sustainable healthy growth,
and above all, incrementing
sharehelder value, originating

trom the high quality and vast

experience of our people.”

» 12

Dear Shareholders,

I am pleased to present you with Corpo-
racién Geo’s 2004 annual report. This past
year, Geo celebrated its tenth anniversary
on the Mexican Stock Exchange (BMV), a
first among Mexican homebuilders. Over
these years, we have transformed Geo
from a little-known Mexican small-cap
company to one of the most respected
nationally and internationally, fastest-
growing and liquid companies on the
BMV. I want to share with you why we feel
strongly that investing in Geo is investing
in the right industry and the right com-
pany, at the right time.

The Mexican Housing Revolution

Geo is uniquely positioned as a com-
pany to take advantage of the industry’s
growth. Our land acquisition strategy,
including our joint venture with Pruden-
tial Real Estate Investors, has allowed us
to control strategic plots of land where
future growth will be concentrated, with-
out the risk of direct ownership. 2004
was the first full year of our joint venture
with Prudential, and so far it has invested
$163 million dollars in land purchases.

Staying ahead of the curve

Just as our houses are built on solid foun-
dations, Geo is supported by the com-
mitment of its people who provide the

strength, stability, adaptability, and inno-
vation of our company. Today at Geo, we
are motivated to fulfill our mission of con-
sistent growth with predictable results
and a healthy financial structure thanks
to the professionalism and loyalty of our
collaborators. The superior quality of our
people has allowed for the complete insti-
tutionalization of our Corporation in a
humane and ethical manner, consolidat-
ing our compromise to the public finan-
cial market. The resourceful performance
of our Geo collaborators allows us to offer
predictable results, anticipate any chang-
es in the market, and become even more
innovative in every field.

We investin our people’s professional prep-
aration to develop their individual capaci-
ties and strengthen our institutional work
environment. In 2004, Geo allocated over
325,000 person-hours in training its peo-
ple resulting in more efficient operations,
guaranteeing our success. In this way, the
commitment and efficiency of our people
ensures the predictability of our strong re-
sults by operating in a synchronized and
communicative atmosphere. The trustful-
ness of our team guarantees an optimistic
future for our Company.




Luis Orafenes
President and
Chairman of the Board

One of the main contributions of our
people is our ability to anticipate to mar-
ket trends, which has kept us at the lead
of the Mexican housing market. We are
in tune with the political, economical,
social, and market forces that affect our
business, and have been able to proactive-
ly adjust our business to these realities.
Also, the risk administration is an essen-
tial part of Geo’s versatility, used to visual-
ize possible external threats and quickly
adapt to reduce any operating effects.

At Geo, we are proud of being a pioneer
in every field. The innovative capacity of
the Company continues consolidating the
way we do business by improving in the
commercial, financial, technological, and
human resources arenas. We have engaged
in strategic alliances with the country’s
principal banks and financial institutions
in order to develop new programs like the
unique Geo-Seguro, the sale of land plots
with services, and financing options for
tippers, therefore gaining important com-
petitive advantages.

How about the houses we build? For the
fourth year in a row, Corporacion Geo
won the most honors in the National
Housing Awards, taking home prizes in 6
out of 10 categories, a clear sign of Geo’s

Housing institutes
CAGR 2000-2006=13.5%
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commitment to never stop innovating
and improving its product line,

Our operating performance in 2004
showed the outcome of our initiatives
and hard work that resulted in an EBITDA
growth of 20% to over $162 million dol-
lars, a substantial increase in Net Profit of
47.8% to over $802 million pesos, and an
incredible growth of 300% in Free Cash
Flow to $462 million pesos.

We continue to aggressively pursue the
middle-income and residential housing
markets, which grew from 9% of sales last
year to 10% in 2004. To create added value
for middle-income homeowners we devel-
oped G-Homes, a brand which combines
design, location, and quality.

Similarly, we have made the strategic
decision to increase our participation in
the lower affordable or economical seg-
ment, where there is little competition
but great demand.

Today’s Geo - Keeping Promises,
Exceeding Expectations

To us, building a transparent and inves-
torresponsive corporate governance is
just as important as creating high-qual-
ity homes. We have created three Board
Committees — the Evaluation and Com-
pensation Committee, the Finance and
Planning Committee, and the Auditing
Committee — to further ensure transpar-
ency to our shareholders.

As a consequence of the Company’s ef-
forts in improving its corporate gover-
nance, Geo was ranked first among all
Latin American companies in the 2004
Euromoney Magazine Corporate Gover-
nance Survey.

Geo also enjoys the greatest liquidity of all
Mexican homebuilders, and for the third
straight year was awarded the Liquidity
Award by the Mexican Stock Exchange.

We are in the midst of the most exciting
times in the history of Geo and the hous-

=

¥ National Housing
Award 2004
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ing industry in Mexico, which is bringing
enormous benefits to builders, financers,
investors and above all, those families
who have been dreaming of the chance to
own their own home. Our clients are our
reason for existing, proved by the long life
of the Geo brand as a sign of fulfillment
and prestige. Our 31 years of experience
in the industry provides us with the nec
essary tools to succeed in today’s competi-
tive environment. All of us collaborating
at Geo are contributing to the “New Geo”,
the Geo of the future. For those investors
with the vision and foresight to take part
in this historic opportunity, Geo is with-
out a doubt the right company.

Sincerely,

Luis Orvafianos
President and Chairman of the Board

Left to right:

Miguel Gémez-Mont
Chief Executive Officer

Salvador Villaseiior
Chief Legal Officer
(since May 2004}

Emilio Cuenca
Chief Legal Officer
(until May 2004)

Carlos Garcia-Vélez
Chief Architecture and
Design Officer

Francisco Arellano
Chief Operations Officer

Victor Segura
Chief Financial Officer

Land Bank
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Selected Consolidated
Financial Information

In millions of constant pesos as of December 31,2004 except share and per share amounts

Income Statement Information 1984 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Homes Sold (units) 8,174 8,243 12,235 17148 20,428 25,503 26,577 25,115 27112 29,520 33,228
Revemues U308 T h841 27795 36431 42386 54716 56893 54448 59550 66703 78556  139%
Gross Profic T 5853 7326 8764 10404 11933 15355 14576 L4184 15608 17873 21277 13.8%
Operating Profit T 5241 Tani7 5153 7065 esiz 9536 7991 7656 9307 1011 13401 153%
EpifpA e 43305093 4S5 8712 9630 1617 14545 1247 13806 15065 18085  15.4%
EBITDA in US Dotiars 2207954 Ta05 T els ess 1016 995 ioea 1122 1274 1622
Net Profit before Taxes 3039 3345 Iron TESRA TS seas ESSaasia esod eSS Taosa 13
Netbrofit — ~ 682 1984 2785 4238 3310 4787 1797 3245 3988 5431 8028 116%
Balance Sheet Information 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Cash & Cash Equivalents

Shareholders’ Equity
without Deferred Taxes 1,3685 20867 20817 32043 32463 31547 3,3757 36240 40543 47669 59180 1584

Cumulative Effect of
Deferred Income Tax

2,947.1

3,962.4

Other Financial Data

Operating Free Cash Flow 11390 4388 7196 9867 -1,2143 594 +2855 +120.5 +557.0 <1155 +462.4
Operating Free Cash Flow in US Dollars 580 219 -451  -698 831 - 50 +246  +114 +488  +98  +4l5  nm
Accounts Receivable to Sales  683%  675%  644%  633%  673%  505%  504%  503%  476%  43.1%  377%  5.8%
NetDebt T TTTTTTe373 2559 9056 9537  2,127.5 2,224 20267 19060 14349 13607 9219  3.8%
Net Debt to Equity TUUTTTo7% 108%  301%  225%  30.4%  38.0%  374%  345%  261% 2229  189%  -4.7%
Financial Leverage 147 050 140 109 221 168 176 169 112 T 196 29%
iiiiz’é’ri‘tii'r'y"f&r'fi&v’é’r"(‘d}ij/?s') """"""""""""" 135 273 223 298 283 250 176 164 148 215 248 6.3%

Inventory + Accounts
Receivable Turnover

Source: Company’s audited financial statements
n/m : Not meaningful

» 16




Helpful Salected
Valuation Data

In millions of constant pesos as of December 31,2004 except share and per share amounts

CAGR
1994 1995 1996 1997 1998 1999 2000 2003 2004  94-04
Revenues 2,339.8 2,1841 27799 3,6421 42386 54716 56893 66723 7.855.6 12.9%

Operating Free Cash Flow
in US Dollars

Source: Company's audited financial statements

nf/m : Not meaningful

* Number of shares and price reflect the 5:1 split

Revenues
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2004 represented another year of historic bests for Cor-
poracion Geo, namely in growth and profitability. Geo’s
management was able not only to deliver on its operating
targets, but also to exceed financial market expectations,
while adhering to its strategy of strengthening its finan-
cial structure and expanding its participation into all
housing segments.

During the year, Geo sold a record of 33,228 homes, 12.6%
more than in the previous year, confirming its leadership
in every segment where it participates. The most notable
increase came in the form of sales in the Middle Income
and Residential segment, accounting for 3,323 homes, or
10.0% of total sales.

Revenues increased 17.7%, reaching a total of $7,855.6 mil-
lion pesos for the year. Gross Profit grew 19.0%, while Gross
Margin expanded 30 basis points to 27.1%.

Operating Profit showed a 21.7% increase, totaling $1,340.1
million pesos in 2004, while Operating Margin reached 17.1%,
representing an improvement of 60 basis points versus the
16.5% reported in the same period of last year. EBITDA totaled
$1,808.5 million pesos, an increase of 20.0%, while EBITDA
Margin moved from 22.6% in 2003 to 23.0% in 2004.

Net Profit increased 47.8% totaling $802.8 million pesos.
Finally, Net Margin for 2004 showed a 2.1 percentage point
increase compared to 2003, rising from 8.1% to 10.2%.




Sales

For the Homebuilding Industry, 2004 represented another
historical year regarding the supply of mortgages. Geo took
advantage of this situation having a sales mix of 71% INFO-
NAVIT and 29% FOVI/FOVISSSTE, very much in line with the
mix of available mortgages in Mexico.

For the fourth year in a row, Geo proved to be the Leader in
the Middle Income & Residential market, in terms of units
sold, which increased 24.2% in this segment since 2003.
Such increase in higher priced homes contributed to the
improvement in operating margins for the year.

Sales mix by segment for 2004 was as follows: 25.0% of the
total sales were in the Lower Affordable segment compared
with 26.0% in 2003. The typical Affordable home segment
represented 65.0%, maintaining the same level as last year.
Finally, Geo had 10.0% of total sales in the Middle Income &
Residential segment, moving from 9.1% in same period of
last year. These results demonstrate the Company’s strategy
of product diversification, in which Geo is taking advantage
of its existing nationwide infrastructure, as well as expertise
in order to grow using minimal additional investments.

The pricing for each of the housing segments is:

> Lower Affordable: homes priced lower than $197,000 pesos.
> Affordable: homes between $197,001 and $350,000 pesos.
> Middle Income: homes priced above $350,001 pesos.

Sales Mix Geo
Jan-Dec
39% 29%
JINFONAVIT
I FOVI/FOVISSTE
61% 71%
Jan-Dec Jan-Dec
03 04
Sales Mix by
Price Range
Jan-Dec 04 21,598
65%
{units)
33,228
8,307
25%
3,323
10%

Total Sales Lower Affordable Middle
Affordable Income &
Residential

268,907
270,000 B
266,723
R
266,000 P
260,849, ’/
{pesos as of 262,000 259,079 I' il
Dec. 31, 2004) 258.068 § e
088
258,000 -
4Q03 1Q04 2Q04 3Q04 4Q04
7,855.6
Predrntinn i
Jan-Dec 7,000 6,672.3 1
i
(millions of 6,000
2004 pesos) 5000
4,000 i
3,000
2,000
1,000 ‘
|
Jan-Dec Jan-Dec
03 04

The seasonality of revenues during 2004 tracked the pat-
tern experienced in the last three years almost identically.
Understanding this effect has resulted in more predictable
and stable comparisons between years.

Exceeding Management’s guidance for the year, revenues
for 2004 totaled $7,855.6 million pesos, representing an in-
crease of 17.7% over the previous year.

rage telimg nree
As aresult of the Company’s effort to diversify the sales mix,
average selling price for a Geo home in 2004 was $268,907

pesos, compared to $258,068 in 2003, an increase of 4.2%.
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MD&A of Operating Results

Gross Profit Gross Profit 2:400 aga77 2%
Gross Profit for the year showed an increase of 19.0%, total- Jan-Dec 2000 ‘ ‘
3 e . . 3 ! 1,787.3 28%
ing $2,127.7 million, while Gross Margin increased 30 basis (millions of 2004 pesos) = 2710
points, moving from 26:8% in 2003 to 27.1% this year. B Margin 1800 e sun L= | 270
B | j
1,200 | 1
Selling, general and administrative expenses ; 26%
. . . 800
SG&A in 2004 showed a 14.8% increase compared with 1
last year. However, the ratio of SG&A expenses to Sales was 400 ! 28%
10.0% during 2004, down from 10.3% in 2003. |
Jan-Dec Jan-Dec
. . . . . - 03 04
In this regard, Geo is investing considerable time and mon-
ey in employee training programs and is working with very
innovative courses in order to make its processes more ef-
ficient with new control systems and optimized working
team productivity.
Operating Profit 1400 13401 1o
Jan-Dec |
1,200 4401 18%
(millons of 2004 pesos) 1 17a%
M Margin 1,000 |
1(;.5f'/\)d*’,/"“/g 7%
800 || @7 ‘
[ 16%
600
Operating Profit 15%
. . L . 400
This past year continued providing confirmation of the
Company’s efforts in cost control and operating efficiency, = =
K . . i Jan-Dec Jan-Dec
since Operating Profit increased 21.7% compared with the 03 04
previous year, reaching $1,340.1 million pesos. Also, the
higher results were accompanied by an expansion in Oper-
ating Margin of 0.6 percentage points, moving from 16.5%
in 2003 to 17.1% in 2004.
Margins Geo 35%
30.9%
. 3 . ) Jan-Dec 04 30%
-Margin comparison versus main competitors ° 27a%
It should be noted that in accordance with US GAAP and [Elcapitalized Interest 25% 20.9%
international standards, Geo capitalizes the cost of financ- Expenses 20% ‘ 174%
ing related to production, rather than applying it to the O without Capitalizing . ‘ i =
o i !
integral cost of financing. Interest Expenses ; L
10% | | ‘
; |
Under Mexican GAAP and for peer comparison purposes, 5% | ( }
Gross Margin in 2004 would have been 30.9% and Operat- (I i ‘
. . Gross Operating
ing Margin 20.9%. Margin Margin
»20




EBITDA

Slightly exceeding management guidance for the year,
EBITDA in 2004 grew by 20.0% compared to the same peri-
od of last year, totaling $1,808.5 million, while the EBITDA
Margin increased by 0.4 percentage points compared to last
year, expanding from 22.6% in 2003 to 23.0% in 2004. This
Margin expansion was driven by increased efficiencies in
production and collection, as well as the above-mentioned
cost-control efforts.

B fan-Dec03 janDec04 Change = %
Operating Profit 11011 1,3401 2389 21.7%
Capitalized Interest
Expenses 296.4 378.7 82.3 27.8%
Capitalized Repomo -36.5 -79.1 -42.6 116.7%
Amortization &

Depreciation 145.5 168.8 234 16.1%
EBITDA 15065 18085 302.0 20.0%
EBITDA Margin 22.6% 23.0% 04% 2.0%
EBITDA in
US$ millions 1274 162.2 348 273%
EBITDA per Share 2.921 3466 0544 18.6%
EBITDA 2,000 18085 4%
Jan-Dec oy
1,600 g
{milkians of 2004 pesos) 1,5065 . ‘ 23%
W Margin : 23.0%,
1,200 ‘
22.6% 22%
800 ;
21%
400
|
|
jan-Deé Jan-Dec
03 04

Integral Cost of Financing

In 2004, Geo was able to decrease the Integral Cost of Fi-
nancing by 9.8Y% year-over-year, mainly due to the reduction
of its debt exposure in US dollars.

o ~ lan-Dec 03 Jan-Dec 04 ‘Change %
Financial Products 287 273 14 -49%
Financial Expenses 207.5 216.0 85 41%
Monetary Loss 27.2 7.8 -19.3  -71.1%
Exchange Rate Loss 12.2 0.3 <119 -97.9%
ICF 218.2 1968 (21.3) -9.8%

Net Profit

The improvement in operating results during 2004 carried
through to the Company’s Net Profit, allowing for a 47.8%
increase, moving from $543.1 million in 2003 to $802.8 mil-
lion in 2004, and pushing Net Margin from 8.1% in 2003 to
10.2% in 2004. This was due in part to the direct benefit
received from the fiscal reform. Per-share earnings showed
an important increase of 54.0% growing from $1.0531 to
$1.5385 Pesos for the year.

Jan-Dec 03 Jan-Dec 04
Earnings before Taxes 857.5 1,108.1
Income Tx & PTU 2949 296.4
Continued Operations 562.6

Discontinued Op. 00 .00 00  na
Minority Interest 195 .89 106 -54.3%
Net Profit 543.1
Net Profit 300 1%
. 802.8
Jan-Dec 800 :
(millions of 2004 pesos) 700 10%
O Margin
600
! g9
500
400 8%
300
Personnel

As of December 31, 2004, Corporacién Geo had a manual
labor force of 8,296, representing a 2.3% reduction from
2003. In addition, the number of non-unionized admin-
istrative and fixed personnel was 4,789 representing an
increase of 34.7% in comparison to December 2003. The
increase in personnel is explained by both, current and ex-
pected growth in the Company.

Geo’s share buyback program operations

With the objective of supporting liquidity, during 2004,
the Buyback Program bought 826,900 and sold 980,000
shares, finishing the year with 2,600, and 532,711,159 out-
standing shares.
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MD& A of Financial Position

Improvements made by Geo during the year in Production
Efficiency, Cost Control, and Collections continued to re-

—= — e =]
= = = =& = = sult in significant improvements to the Company’s finan-
- £ el = — = e R i e — _—
—— = == == clal structure. Driven by the strong generation or Uperating
——e = = 5 E == = e a— Free Cash Flow, the Company was able to reduce net debt,
f— ~—_—F =~ o - — = R ———

= == improving both its risk profile and financial ratios.

Geo was able to achieve the goals previously set for — and to

g ©1i @1 & C@n gi gt@nt | exceed market expectations — in nearly every financial cate-

gory during 2004. The yearend Accounts Receivable to Sales

ratio of 37.7% was well below management’s target of 42%,

ﬁn@n@lal Stf @@tu]’f@ as was the substantial 32.2% reduction in Net Debt.

Operating free cash flow

i During the last three years, Geo has focused on achieving
moderate EBITDA growth, with positive Free Cash Flow and
a stable or improving financial structure. Geo succeeded in
this effort in 2004, generating $462.4 million pesos in Free
Cash Flow, up from $115.5 million in 2003 due in part to
the improvement in the efficiency of collections.

i According to the typical seasonality of Revenues, the gen-
( eration of Free Cash Flow quarter over quarter behaved as
follows: during the period of 2004 from January to March

the generation of Free Cash Flow was a negative $870.5 mil-

[ lion, from January to June it was negative $320.3 million,
’ from January to September the level of generation was a
: negative $136.1 million, and at the end of the year 2004 the
/ | generation totaled a positive $462.4 million.

Free Cash 500 462.4
; Flow T
l Accumulated 400 |
E Jan-Dec i
’ 300
{millions of
2004 pesos) J
200 f‘
1155 ;
100 .
| I
| L
! klf);;bag »Dec 04
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The next table shows the Operating Free Cash Flow state-
ment for the accumulated period of January-December of
2004 versus the same period in 2003:

Cash Flow

Yegr qver Yogr fan-lienué Ion-lignyn Chosge %

(@nAmillions of pesos as of December 31, 2094)

Sources e
EBITDA 15065 18085 3020 200%
i}}'{é?ecé{‘I’ﬁé'c}iﬁé”""G:"m'“ig? “““““ TTo7a 44 a0%
TotalSources 15352 18358 3006 19.6%
Uses
EnterestExpenses 75040 5948 908 18.0%

22.1%

Free CashFlow 1155 4624 +3469 300.3%

Cash & cash equivatenfs

Geo’s Cash balance at the end of 2004 grew by $892.8 million
pesos, representing an important 115.6% increase compared
to 2003. Such level of cash provides Geo with the security
and flexibility it requires to safely operate its business.

Cash & Cash 1,800 1,665.0
gguivalents 1,600 ‘

{millions of 2004 pesos)

Collections and accounts receivable

The Accounts Receivable to Sales ratio, an important indi-
cator in the construction industry, was 37.7% for 2004. This
was the sixth consecutive year that Geo was able to improve
this ratio to a historical low, a clear sign of the success of
management’s efforts to tie production and collection
flows throughout the company.

45%
Accqums 43.15%
receivable
to sales

40%

37.7%
35%
03 04
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&
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MD&A of Financial Position |

Inventory + Accounts
Receivable Turnover (days)
320

Working capital management

Inventory Turnover and Inventory + Accounts Receivable Turn-
over finished the year at 248 and 318 days, respectively, in line
with the levels seen in 2003. These ratios will not decrease dra- 318
matically since it is very important for Geo to invest in Work
In Process in order to ensure future, consistent growth.

318

316

314

Inventories and land banlk
As a result of the investment made in order to assure not only
next year’s production but also for the following years, the lev-

L.

el of Inventories of the fourth quarter presented an increase

04
of $1,013.3 million compared to December 2003. The composi-
tion of Inventories as of December 31 was the following:
Dec-03 Dec-04 Change % inventory & Land Bank
......................................... 7803 14537 673.4 86.3%
1 ‘ 2539 333_15“ 79'6"":’:3,}:%%” QWorkin Process
Short Term ! Materials ‘
$1,453.7 B Short term land inventory
LandInventory10963 _______ 12111 _______ 1 148 ..... 105% TiLong term land inventory
Long Term $780.3 63335
Land Inventory 7412 8867 1455 196% $253.9
Inventories 2,817.7 3,885.0 1,013.3 35.3% . $1,211.1
$1,096.3
$741.2 [ $886.7
At the end of 2004, the land bank of homes to be developed ) ! )
and collected, reached a total of 243,300 units as a conse- 03 04

quence of the combination of Geoowned land, options
agreements, the land outsourcing scheme and the joint
venture with Prudential Real Estate Investors.

With a 15% estimated iannual growth rate in units, Geo
controls a land bank equivalent to 5.5 years of production

while enjoying a low financial cost and limited ownership

risk considering its owned land, the outsourcing agree-
ments and the Joint Venture with PREIL

Land Bank
2004

69,084 139,972
Geo- Owned
Prudential
31,094
Optioned
3,150
Land

outsourcing




Change

Pliapihiile

Met debt and firuaial

Following management’s compromise, Net Debt in the
year presented a decrease of 32.2% or $438.8 million pesos,
reaching a level of $921.9 million pesos compared to the
$1,360.7 million at the end of 2003.

Geo’s debt profile was modified to 68.1% short-term and
31.9% long-term financial liabilities. It is important to men-
tion that 41.5% of our Company’s Debt is under the figure
of Mortgage Bridge Loans that due to their nature must be
considered as Working Capital since they represent a very
low risk for the Company.

Dollar Exposure of Geo's Debt as of December only repre-
sented 3.3% of the total Debt of the Company, while Inter-
est Coverage improved from 2.99 in the 4Q2003 to 3.04 in
the 42004, thus reducing the debt risk profile in a signifi-
cant way.

In addition, the Company has more than $5,506.7 million
pesos in lines of credit that are available and not used as a
combination of the diverse financial instruments available
to Geo. From these lines of credit and programs not used,
$3,101.4 million correspond to available lines of credit un-
der the bridge loan financing vehicle while the remaining
$2,405.3 million is composed of credits for Land Purchas-
ing, Medium Term Notes, Commercial Paper, Euro Commer-
cial Paper, the Certificados Bursatiles Program and Leasing.
This availability in lines of credit ensures enough working
capital for the Company to build more than 24,000 houses.

Debt Indicators Dec-03 Dec-04 Amount Y%
Net I_)e_bg s 13607 - 9219(4388)322%
NetDebtto
Capitalization Ratio _ 28.9%  18.9% 100 -34.7%
Net Debt to
Capitalization Ratio
withoutdef tax 223%  135% 88 -39.4%
Short Term debt to
Totaldebt . 467%  68.1% 214 459%
Long Term debt to
Totaldebt e 533% _________ 3 19%'214402%
US.Dollardebtto
Totaldebt ~ ~ ~  47%  33% 14 -292%
Pesos debt to Total Debt_95.3%  96.7% 14 14%.
Liquidity (CA/CL) 220 186 (03) 154%
Acid Test (Ca-Inv/CL) 115 094 _ (02) -18.3%
Dec-04 Average Average
Total Financial Liabilities Amount Total% Cost Rates
Bridgeloans 1,0718 41.50%  mer16% 10.66%
Loans for Land
Purchasing 1786 692%  met27% 11.80%
leasing 1213 470%  me+l0% 10.09%
Short Term - )
Commercial Paper 1250 4.84% cerest1.4% 9.70%
Eurocomrﬁercial
Paper 557 2:16% 6.10% _6.10%
Medium Term Notes
in Pesos P002, PO03
&PO04 . .....7000 2710%  me+3.0% 12.04%
Certificados
Bursdtiles ... 3000 11.62% cErest3.75% 12.58%
Others 302 117%  911% 911%
Average Cost
of Debt 2,582.6 100.0% 11.15%
Miguel Gomez Mont Victor Segura
Chief Executive Officer Chief Financial Officer

|

t

|

|

l 25 «




Corporacidon Geo is the leading housing developer in Mexico
and the largest homebuilder in Latin America, as measured
by homes sold. Geo is a fully integrated homebuilder engaged
in all aspects of design, development, construction, market-
ing, commercialization and delivery of affordable-Jevel, mid-

=

L dleclass and residential housing communities in Mexico.
|
| With operations in 33 cities across 19 states, Geo is the
‘ most geographically diversified homebuilder in Mexico,
‘ covering approximately 76% of the country’s population.
<, In addition, the brand name “Casas Geo” is recognized by 9
| out of 10 potential customers in its markets and is the most
‘[ recognized name overall in the Mexican Housing Industry.
Geo has built an excellent reputation for superior design
and quality, evidenced by its 7% market share. Since incep-
tion, the Company has sold in excess of 230,000 homes,
which currently provide housing to over 1,100,000 people.
Corporacion Geo’s successful track record is the result of an
innovative business model that has allowed the Company to
grow dynamically with limited financial risk. During the past
11 years, Geo achieved impressive Unit Sales and EBITDA in
US dollars compounded annual growth rates (CAGR) of 15.1%
and 22.1% respectively. In 2004, Geo sold 33,228 homes, gen-
erating MX$7,855.6 million (US$704.5 million) in revenues
y and MX$1,808.5 million (US$162.2 million) in EBITDA.
Corporate
Corporacién Geo was established in 1973 and is headquar-
— — tered in Mexico City. Since 1994, it has been listed in the
S £ = E Mexican Stock Exchange under the ticker symbol GEOB,
—— :C——’—:% ?z‘ f’iéf%é: % L%:‘ gg’::'; — and is included in the select group of stocks that consti-
= = ¢ E=LE ==& =—= tute the Mexican IPyC index. In addition, on May 2004 Geo
= —— V=

Index, MSCI. The Company’s senior management team is

—_— —— £ L
== R & L0 A -5 % —————— was included in the Morgan Stanley Capital International

= = comprised of individuals that have been involved in direct-
ing the Company’s operations since its establishment. Geo
has a single series of shares.

Geo focuses on generating value for its Shareholders
through a profitable growth strategy based on providing
superior quality of life to all its homebuyers.
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Mission, Vision
and Values

Overcoming each day’s new challenges has allowed Geo to
become a leader in its sector and will remain an important
factor in the Company's continued success as the housing
industry expands further.

In 2004, Geo was focused on enhancing its corporate cul-
ture to instill in all employees an understanding that cli-
ent satisfaction is the main driver behind the Company’s
growth and development, as well as the means to national
and international recognition.

2005 Vision

“To continue being a leading and certified homebuilder
while achieving international prestige and the highest
profitability in the industry.”

Mission

“To develop integrated and innovative housing communi-
ties, assuring our leadership in terms of quality and prof-
itability, while generating benefits to our shareholders,
customers, employees, and society.”

Human Development: “Values, recognize and leverage
the personal and professional capabilities of our employees
through a continuous learning process. To create working
conditions that improve the quality of life, motivate par-
ticipation and efficiency, and enhance employee pride in
the Company.”

Continuous Improvement: “To promote improvements in
day to day personal performance and productivity through
the measurement, control and optimization of all processes.”

Honesty: “To maintain a standard of behavior based on
honesty, loyalty, ethical conduct and transparency.”

Team Work: “To achieve the goals of the organization by
sharing the same objectives and common values, and inter-
acting cordially in an environment of support and respect.”

Customer Satisfaction: “To provide our clients a home
that meets or exceeds their expectations in terms of qual-
ity, price and time of delivery, and to ensure excellent pro-
fessional and personalized service before, during and after
the sale.”

Fulfillment: “To meet our time, cost and quality commit-
ments according to our standards and policies.”

Profitability: “To achieve the revenues and financial health
promised to our shareholders, according to market bench-
marks, assuring the long-term sustainable growth of the
Company.”
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The Board of Directors of Corporacién Geo is currently composed of thirteen members,
out of which seven are part of the Company’s management. The Board of Directors is
elected annually at Geo’s ordinary general shareholder’s meeting. The Board is respon-
sible for the management and corporate strategy of the Company.

Luis Orvahanos Lascurain Chairman of the Board, President
Miguel Gomez-Mont Urueta =~ Director, Chief Executive Officer
Emilio Cuenca Friederichsen Director, Chief Legal Officer
Carlos Garcia-Vélezy Cortdzar Director, Chief Architecture Officer
Francisco Arellano Benitez Director, Chief Operational Officer
Roberto Cruzy Serrano Director, Chief Technology Officer
Victor Segura Gomez Director, Chief Financial Officer
Alfredo Abdeljalek Carrasco Director ]
José Carral Escalante Director
lulio Aifonso Millan Bojalit Director oo
Gilberto Pérezalonso Cifuentes st SO
José Manuel AgudoRoldan Director
David Casares Arrangoiz Director .
Joaquin Gémez Alvarez Examiner
Tomas Lozano Molina Secretary

There are no family relationships among the officers and directors of the Company and
stockholders holding more than 0.5% of the Company’s stock.

31%
External
Directors

Composition
of Geo's Board
of Directors

69%
Internal
Directors




Audit Committee.- Composed by Mr.
Julio Alfonso Milldn Bojalil as Presi-
dent and Mr. Alfredo Abdeljalek, Mr.
José Carral Escalante and Emilio Cuen-
ca Friederichsen as Directors.

Evaluation & Compensation Commit-
tee.- Composed by Mr. David Casares as
President, Mr. Luis Orvafianos Lascurain
and Francisco Arellano as Directors.

Planning and Financing Commit-
tee.- Composed by Mr. José Manuel
Agudo as President and Mr. Miguel
Gomez Mont, Gilberto Pérez Alomso
Cifuentes and Victor Segura Gémez as
Directors.

Corporate |

Governance

Waorld-Class Corporate Governance

> 31% of the Board Members are Indepen-
dent Directors.

> There are no family relationships among
Titular Directors of the Board, Executive
Officers or Corporate Directors.

> Independent Directors lead the Board
Committees of Compensation, Finance
& Planning and Auditing.

> Full implementation of the Code of
Best Corporate Practices instructed by
the Mexican Securities Exchange Com-
mission (CNBV) and the Mexican Stock
Exchange (BMV).

> More than 30% of Geo’s Employees are
Shareholders.

> None of Geo’s employees or executives
have a compensation plan that includes
stock options of the Company.

> Geo has a longstanding policy of one
series of shares — One Share, One Vote.

> Geo was the first Mexican Company to
adopt “Tag-Along Rights” for all of its
Shareholders.

Code of Best Corporate Praclices
Since 1999 Corporacidn Geo started to
implement the Code of Best Corporate
Practices suggested by the Mexican Stock
Exchange, BMV, and the Mexican Securi-
ties Exchange Commission, CNBV,

The implemientation of this Code of Best
Corporate Practices has resulted in a grad-
ual process. Every year, the Management
of Geo through its Board of Directors, has
accomplished in a greater and more ad-
equate manner all aspects of the Code.

The implementation of the Code of Best
Practices has been an incremental pro-
cess. Year by year, under the guidance of
its Board of Directors, Geo’s management
has aligned more closely its practices with
those embodied in the Code. Through
these types of measures, the Board of Di-
rectors, with considerable support from
the Audit, Compensation, and Finance
and Planning Committees, is providing
investors with greater confidence in the
Company. The Board Committees, each of
which is chaired by an independent direc-
tor, meet every three months.

At Geo, we are wholly committed to the
Code of Best Practices, transparency and
timely disclosure of information to inves-
tors. The survey about the level of fulfill-
ment with the Code of Best Corporate
Practices filed to the BMV and the CNBV
is available on line at the Company’s Web-
site (www.casasgeo.com).

International Recognitions

In September 2004, Geo was ranked in
first place in Latin America and seventh
among emerging markets companies, by
Euromoney in its 2004 Corporate Gover-
nance Survey.
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Corporacion Geo, S. A. de C. V. and Subsidiaries

Examiner’s Report

To the Stockholders
of Corporacion GEO, S.A. de CV.

In my capacity as Statutory Auditor, in compliance with the provisions of article 166 of the Mexican General Corporate Law and the
bylaws of Corporacién GEO, S.A. de C.V., I submit my report on the accuracy, sufficiency and fairness of the consolidated informa-
tion presented to you by the Board of Directors relative to the Company’s operations for the year ended December 31, 2004.

I or in my absence the Alternate Examiner attended the stockholders’ meetings and Board of Directors’ meetings to which I was
summoned, and gathered from the directors and administrators all information on operations, documentation and records which
[ deemed necessary to examine. My review was performed in accordance with auditing standards generally accepted in Mexico.

In my opinion, the accounting and reporting policies and criteria followed by the Company, and considered by the administrators
to prepare the information they have presented at this meeting, are appropriate and sufficient, and were applied consistently with
the prior year, and consequently, such consolidated information reflects accurately, fairly and sufficiently the financial position
of Corporacion GEO, S.A. de C.V. as of December 31, 2004 and the results of its operations, changes in its stockholders’ equity and
changes in its financial position for the year then ended, in accordance with accounting principles generally accepted in Mexico.
Accordingly, I propose that this Meeting approve the accompanying financial statements.

C.P.C. Joaquin Gémez Alvarez
Statutory Auditor

Mexico City
February 18, 2005




Corporacion Geo, S. A. de C. V. and Subsidiaries

Independent Auditors’ Report

Deloitte.

Board of Directors and Stockholders of
Corporacién GEO, S. A. de C. V. and Subsidiaries.

We have audited the accompanying consolidated balance sheets of Corporacién GEO, S.A. de C.V. and subsidiaries (the “Company”)
as of December 31, 2004 and 2003, and the related consolidated statements of income, changes in stockholders’ equity and changes
in financial position for the years then ended, all expressed in thousands of Mexican pesos of purchasing power of December 31,
2004. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Mexico. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement
and that they are prepared in accordance with accounting principles generally accepted in Mexico. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Corporacién
GEO, S. A. de C. V. and subsidiaries as of December 31, 2004 and 2003, and the results of its operations, changes in its stockholders’
equity and changes in its financial position for the years then ended in conformity with accounting principles generally accepted
in Mexico.

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

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

R ALH!

Ramén Arturo Garcia Chavez
February 18, 2005
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Corporacion Geo, S. A. de C. V, and Subsidiaries

Consolidated Balance Sheets

As of December 31, 2004 and 2003
(In thousands of Mexican pesos of purchasing power of December 31, 2004)

|
\SSE! 2004 | 2008

Current assets:
_Cash and temr

'2 130, 435
148,992
5,924,506

Other current assets (Note 6)
Total current assets

coverable credit rights (Note 8)

" Other assets - Net (Note 10) S - - 151,660
Total Ps. 9981979 J{ Ps. 8,027,154
Labilites and stedkhelders’ eauiy |
Current liabilities: ‘
Ps. 1350348 |  Ps. 901,760
708,372
1044402 824,539
} _ o 692,202 ‘t;:h_w:_;_gw 884
" Employee statutory profitsharing B 2693 :‘ T 2006
Total current liabilities 4,233,837 | 2,694,481
\
Deferred income taxes (Note 21) 920,679 :U 786,175
Total liabilities 6,019,565 || 4,678,046

Commitments and contingencies (Note 23 and 24)
Stockholders’ equity (Note 15):

M_Con}p}on stock 414,339

.. H19139

ﬂCumulative effect of deferred income tax (638 076)

___ Majority stockholders’ equity _......3,328,803
Mll’lOI‘ltY stockholders’ equlty in consolidated subsidiaries (Note 17) 20,305
Total stockholders’ equity 3962414 | 3,349,108
KTital ‘ Ps. 9,981,979 | Ps. 8,027,15:
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Consolidated Statements of Income

Corporacion Geo, S. A. de C. V. and Subsidiaries

For the years ended December 31, 2004 and 2003
(In thousands of Mexican pesos of purchasing power of December 31, 2004,
except per share amounts)

[
2004} E 2008
Revenues:
Real estate development activities (Note 18) e bs. 7687076 ‘w Ps, 6,645,832
_Construction 168 474 h 26, 434
7,855,550 | 6,672,266
Costs:
Real estate development activities (Note 19) o 5,628,093 ’ N 4,874,344
Construction 99 709 10,645
_ 5727802 | _ 4,884,989
Gross income . i L2127748 | 1787277
Y y . - A ’ sene misniesaniil Losead L
Selling, general and administrative expenses 787,695 H 686,146
R
Income from operations 1,340,053 H 1,101,131
Other expenses — Net 49,832 \\ 50,291
Net comprehensive financing cost:
_ Interest income . ..[28,696)
Interest expense (Note 20) 207, 548
_..Exchange loss - Net . 12 152
Monetary position loss 27, 165
218,169
Income from operations before income tax and employee statutory
profitsharing expense, and equity in income of associated companies 832,671
Income tax and employee statutory profit-sharing expense (Note 21} 296391J[ 294,921
Equity in income of associated companies (Note 7) 14,761 ( 24,841
Consolidated net income Ps. 811,747 | Ps. 562,591
Net income of majority stockholder ...Ps. 802828 ) J.Ps. 543,073
Net income of minority stockholders (Note 17) 8919 | 19 518
|
Consolidated net income Ps. 811,74ﬂ Ps. 562,591
Basic earnings per share of majority stockholders (Note 22): Ps. 1.54 Ps. 1.0§
See accompanying notes to consolidated financial statements. 39 «
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Consolidated Statements of Changes in Stockholders’ Equity

For the years ended Decemiber 31, 2004 and 2003
(In thousands of Mexican pesos of purchasing power of December 31, 2004)

.. Repurchase of shares
___Comprehensive income

Minority stockholders’ witharawéi

T T L L LR T T 1oL T

Balances as of, December 31, 2003

.. Repurchas

. Comprehensive income

Minority stockholders’ witﬁé;aWél

i
Balances as of, December 31, 2004 } Ps. 419,139 J\
‘ I

» 40 See accompanying notes to consolidated financial statements.
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| Minotity}

Resenelfor fm fecUo T nteresni |
Reputchasel Refeined ' Detercdlil |
@ Shares Caminge Equityj Ve Caie 15)

LPS228752 | Ps 240834 Ps 2727604 | Ps (237615)| . Ps.(63807)  Ps. 43536,  Ps. 2947126
: rerorememreees el sennenen 243,073 (119,300) | oooocd....19,518 e 343,291 1
- : - - - (42,749)] (42,749)
1 | = \ -

,,,,, 2,525,752 | 247,026 3,270,677 (2,490,915) (638,076) 20,305 | 3,349,108

ol IR 2= 1 : e e LB10 )

s 802,828 LA17age0) | 8919 636,887
~ - - - - (28,635)] (28,635)]

1 I

Ps. 2,525,752 Ps. 247,280 Ps. 4073505 | Ps. (2665775) | Ps. (638,076)|  Ps. 580 | Ps. 3,962,414 L
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Consolidated Statements of Changes in Financial Position

For the years ended December 31, 2004 and 2003
(In thousands of Mexican pesos of purchasing power of December 31, 2004)

I
v

Operating activities: ]
_...Consolidated net income e B BULTAT | Bs. 562,591
Itemns that did not require (generate) resources . I
) -Deprematlon and amortization_ N eesemeon s 168845 |
i j e ey
187972 | 214,527
A S 1 ;
Seniority premiums o 1,923 || (92)
1153 899TT 908,899
R
Changes in operating assets and liabilities: i
ecieemeesasiee e e e e et e [(87.927)
B B _ "i2Q327},ﬁwm”ﬂmmﬁi
“Real estate inventories e o _(1174510) | -
_Other current assets o o o _(66,709) ||
Amounts payable © suppliers
Recoverable tax on assets paid i (84,222)
Accrued expenses taxes payable and ogl)gr current hablhtles 142,646
Employee statutory profit-sharing ] (62)
(508,708) | {629,658)
J
Net resources generated by operating activities 645,191 || 279,241

Financing activities:
_Net borrowings - short-term o . ......425329 (273,833)
“Net borrowings - long-term ) o - 2
Issuance of common stock )

aoe

Repurchase of shares 3 o L
Mlnorlwclmoldérs withdrawal - ] -(28,635)#i (42,749)
Net resources generated by (used in) financing activities 428500 | {279,593)
Investing activities

(233069)................(163.237)
I _ 103117
Other assets ] L ey . (41,841)
" Proceeds from the sale of machinery and ‘equipment B 59,939 8,608
" Investment in shares of associated company - ~ (5,701) | (70,463)
Net resources used in investing activities (180,886) |[ (163,816)

Cash and temporary investments:
Net increase (decrease) 892,805 (164,168)
Balance at beginning of year 772,147 936,316
Balance at end of year Ps. 1,664,952 Ps. 772,&

i

» 42 See accompanying notes to consolidated financial statements.




Corporacion Geo, S. A. de C. V. and Subsidiaries

Notes to Consolidated Financial Statements

For the years ended December 31. 2004 and 2003
(In thousands of Mexican pesos of purchasing power of December 31, 2004)

1 o Nature of business

Corporacién GEO, S. A. de C. V. (“GEO”) is a holding company, and together with its subsidiaries (collectively, the “Company”), is a fully
integrated developer of affordable housing projects constructed primarily in Mexico.

The Company’s principal activities in real estate development include (i) land acquisition, (ii) obtaining required permits and licenses,
(iii} installing infrastructure improvements required for each housing development, (iv) designing, constructing and marketing hous-
ing developments, and (v) assisting homebuyers in obtaining mortgage loans. In addition to its real estate development activities, the
Company acts as a contractor for certain Mexican state government agencies, providing construction activities similar to its develop-
ment activities, except that the Company does not acquire the land on which such projects are built.

a

Operating cycle - The Company’s operations have experienced significant seasonality during the year. This seasonality was initially
the result of the operational and lending cycles of the various institutions that provide mortgage financing to the low income
housing sector.

In recent years the operational and lending cycles of mortgage financing institutions have evened out over the year, but the
Company'’s operations continue to be somewhat seasonal in nature. Most development and construction begins toward the first
half of the year. The construction of an affordable entry-level housing development typically takes between six and nine months
to complete. As a result, the construction of most housing developments built by the Company is generally completed during the
last quarter of the year.

Marketing and sales also intensify significantly after the first quarter of the year. As a result of the foregoing, the Company has
experienced, and will continue to experience, significant quarter-to-quarter variances in its results of operations.

Although income from the sale of affordable entry-level homes is recognized by the percentage- ofcompletion method, proceeds
from such sales are not actually received by the Company from home buyers until the homes are completed and delivered. Accord-
ingly, the Company must finance substantially all of its development activities through bridge loans (i.e., loans from commercial
banks secured by land on which the development is to be built and intended to be repaid from the proceeds of sales of units in the
development) and its working capital. Consequently, the Company generally experiences higher levels of indebtedness during the
second and third quarters of each fiscal year.

Mexican housing financing system - The financing system for Mexico’s housing market is segmented into four institutional
groups as follows:

Government pension and housing funds which are financed primarily by employee contributions. These funds are as follows:
+ Instituto Nacional del Fondo de la Vivienda para los Trabajadores (INFONAVIT), for private sector employees,

» Fondo de la Vivienda del Instituto de Seguridad y Servicios Sociales de los Trabajadores del Estado (FOVISSTE), for public sector
employees, and

« Instituto de Seguridad y Servicios Sociales para las Fuerzas Armadas Mexicanas (Isssfam), for military personnel.

Commercial banks, using funds on deposit to provide financing for the middle-income and upperincome housing markets.

43 «
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- The Sociedad Hipotecaria Federal (SHF or Federal Mortgage Fund) {formerly the Housing Bank Financing and Operating Fund)
(FOVI), a public housing fund administered by the Mexican Central Bank. The FOVI provides financing with funds from the World
Bank, the Mexican government and its own funds, through commercial banks and limited purpose finance funds (SOFOLES).
SOFOLES are limited purpose finance entities that operate as banks that only grant mortgage loans. In the year 2003 the Federal
Mortgage Fund (SHF) was created for the purpose of developing primary and second rate mortgage loan markets, by granting
guarantees for the construction, acquisition and improvement of housing, preferably low income, and increasing the productive
capacity and technical development of housing; and financing related to the outfitting of the residential housing units. It oper-
ates with financial intermediaries which may be full service banking institutions, insurance companies, limited purpose finance
entities (SOFOLES), and economic development trusts guaranteed by the Federal Government.

- Direct subsidies from public housing agencies, including Fondo Nacional de Habitaciones Populares and state housing trusts.

o)
As . Basis of presentation

a Explanation for translation into English - The accompanying consolidated financial statements have been translated from Span-
ish into English for use outside of Mexico. These consolidated financial statements are presented on the basis of accounting prin-
ciples generally accepted in Mexico (MEX GAAP). Certain accounting practices applied by the Company that conform with MEX
GAAP may not conform with accounting principles generally accepted in the country of use.

b Consolidation of financial statements - The consolidated financial statements include those of GEO and its subsidiaries, whose
shareholding percentage in their capital stock is shown below.

% i %

; 2008
Geo QUeretaro, SA AR C.V e et e l00 100
Byitam, S. A de C.V._ .- T I}
Geo Baja California, S.A.deC.V. 00 | 100 ...
GeoD F. 5 A.deCV. e e e 9 99,
Geo Edificaciones, S. A.de C. V. . i i 100 | 100
Geo Guanajuato, 5. A. de C. V. | . S 100 e 100
Geo Guerrero, S.A. deC.V. e 100 100
Geo Oaxaca, S.Ade CV. e 100 99
Qeg.Hogares,;Id.eha.l,e,S.uSmA_,deﬁ,C_,Y .......... — 100 ] ...100
GeoImportex, S. A de C. V. e ereasee e nnssnnen e semssearesares e o RO 200
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[}

3 o Summary of significant accounting policies

Intercompany balances and transactions have been eliminated in these consolidated financial statements.

The Company entered into trust contracts, for the purpose of developing low-income housing units. The Company contributes to
the design and construction of the housing units and the other parties (various individual interests in the trust contracts) provide
the land for building the housing units. These interests are shown in these consolidated financial statements under minority inter-
est. Under these agreements, the first 8.5% to 10% of the selling price is distributed to the other party as consideration for the land
contributed.

As of December 31, 2004 and 2003, GEO had a minority interest in the following associated entities:

GwaershiplBercentage:
\
472 |

Destmo Electromco S A de C V.
Ult1ma Comun1cac1ones S.A. de C V

Comprehensive income - Represents changes in stockholders’ equity during the year, for concepts other than distributions and
activity in contributed common stock, and is comprised of the net income of the year, plus other comprehensive income items of
the same period, which are presented directly in stockholders’ equity without affecting the consolidated statements of income. In
2004 and 2003, other comprehensive income (loss) items consist of the excess (insufficiency) in restated stockholders’ equity, and
the net income {loss} of minority stockholders.

Reclassifications - Certain amounts in the financial statements as of and for the year ended December 31, 2003 have been reclas-
sified in order to conform to the presentation of the consolidated financial statements as of and for the year ended December 31,
2004.

The accounting policies followed by the Company are in conformity with MEX GAAP, which require that management make certain
estimates and use certain assumptions that affect the amounts reported in the consolidated financial statements and the accompa-
nying notes. Although these estimates are based on management’s best knowledge of current events, actual results may differ. The
significant accounting policies of the Company are as follows:

4

d

Recognition of the effects of inflation - The Company restates its consolidated financial statements to Mexican peso purchasing
power of the most recent balance sheet date presented. Accordingly, the consolidated financial statements of the prior year have
been restated to Mexican pesos of purchasing power of December 31, 2003 and, therefore, differ from those originally reported in
the prior year.

Temporary investments - Temporary investments are stated at the lower of acquisition cost plus accrued yields or at market

value.

Real estate inventories - Real estate inventories primarily consist of the acquisition cost of 1and, licenses, materials, labor and di-
rect and indirect expenses incurred in the Company’s construction activities. Theses amounts are restated using the specific cost
method.

During the development period of the real estate inventories, the net comprehensive financing cost of mortgage bridge loans and
other financing related to the construction process is capitalized.

Investments in associated companies - Investment in associated companies are accounted for using the equity method when the
Company has significant influence {generally an ownership interest between 10% and 50%) and does not control the associated
company.
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e Property, machinery and equipment - Property, machinery and equipment are initially recorded at acquisition cost and restated
using the NCPIL. Depreciation and amortization are calculated using the straight — line method based on the remaining useful lives
of the related assets, as follows.

Vehicles

CIES et renmren s 5 s s cimaramsrac ot oo e R RS e e
3

Computers

fpuintzaczesese v oo soD0DE

2odbzacacscseseacosiooniaiessones

f Impairment of long:-lived assets in use - The Company reviews the carrying amounts of long-lived assets in use when an impair-
ment indicator suggests that such amounts might not be recoverable, considering the greater of the present value of future net
cash flows or the net sales price upon disposal. Impairment is recorded when the carrying amounts exceed the greater of the
amounts mentioned above. The impairment indicators considered for these purposes are, among others, the operating losses
or negative cash flows in the period if they are combined with a history or projection of losses, depreciation and amortization
charged to results, which in percentage terms in relation to revenues are substantially higher than that of previous years, obsoles-
cence, reduction in the demand for the products manufactured, competition and other legal and economic factors.

¢ Installation expenses - The Company capitalizes all investments related to sales centers, which are restated using the NCPI and
amortized by the straight-line method over five years.

h Tools - Tools are stated at the acquisition cost. This cost is restated using the NCPI and amortized by the straight-line method over
three years.

i Preoperating costs - Preoperating costs are included in other assets and represent expenditures incurred in developing new do-
mestic products, including establishing a production center to develop markets and commence sales operations. Such amounts
are restated using the NCPI and are amortized as of the date at which they start the process of construction by applying the
straightline method over five years.

j Debt issuance costs - Costs related to the issuance of debt are recorded at cost, restated using the NCPI and are amortized as inter-
est expense over the life of the related debt in accordance with the interest method, or using the straight - line method when the
total amount is paid upon expiration.

k Commissions payable - Commissions payable to agents are recognized as expense when the related sales are recorded.

1 Warranty reserves - Estimated future warranty obligations related to homes sold are recognized as expenses in the period in
which the related sales are recorded and are included in other current liabilities in the consolidated balance sheets.

m Employee retirement obligations - Seniority premiums are recognized as costs over employee years of service and are calculated
by independent actuaries using the projected unit credit method at net discount rates. Severance is charged to results when the
liability is determined to be payable.

n Income tax, asset tax and employee statutory profit-sharing - Income tax (ISR) and employee statutory profit-sharing (PTU) are
recorded in results of the year in which they are incurred. Deferred income tax assets and liabilities are recognized for temporary
differences resulting from comparing the book and tax values of assets and liabilities plus any future benefits from tax loss carry
forwards. Deferred income tax assets are reduced by any benefits about which there is uncertainty as to their realizability.

As of fiscal 2004, PTU is determined based on the tax result obtained. Deferred PTU derived from temporary differences resulting
from comparing the book and tax values of assets and liabilities is recognized only when it can be reasonably assumed that they
will generate a liability or benefit, and there is no indication that circumstances will change in such a way that the liabilities will
not be paid or benefits will not be realized.

The asset tax paid that is expected to be recoverable is recorded as an advance payment of ISR and is presented in the balance sheet
decreasing the deferred ISR liability.
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o Foreign currency balances and transactions - Foreign currency transactions are recorded at the applicable exchange rate in effect

at the transaction date. Monetary assets and liabilities denominated in foreign currency are translated into Mexican pesos at the
applicable exchange rate in effect at the balance sheet date. Exchange fluctuations are recorded as a component of net comprehen-
sive financing cost in the consolidated statements of income.

Insufficiency in restated stockholders’ equity - Insufficiency in restated stockholders’ equity represents the accumulated mon-
etary position result through the initial restatement of the consolidated financial statements and the gain (loss) from holding
nonmonetary assets which resulted from restating certain nonmonetary assets above (below) inflation less the related deferred
income tax effect.

Revenue and cost recognition - Revenues from the Company’s real estate development activities are recorded pursuant to the
“percentage-of-completion” method, in accordance with the number of equivalent units and based on the costs incurred in each
project or development.

The Construction contracts, not including the Company’s development activities, are accounted for using the percentage of com-
pletion method, revenues are recognized in proportion to the cost incurred.

The Company begins to recognize the real estate development revenues, up to the total number of those equivalent units produced
that complied with the following requirements:

Revenues derived from real estate developments are recognized when project approval is received from the INFONAVIT, FOVISSSTE,
ISSSFAM, FONHAPO, BANKS and SHF, after customers have made down payments, if required, and when the respective purchase-
sale contracts have been reviewed and signed by the Company to confirm their compliance with all the regulations established
for certification by the aforementioned institutions. Experience has shown that virtually all customers requesting loans obtain
a favorable qualification and the financing needed to acquire homes. Given the significant demand, disqualified customers are
replaced in the Company’s portfolio by others that comply with the aforementioned requirements. The Company maintains a
provision equal to 0.75% of the revenues of the period.

Monetary position loss - Monetary position result, which represents the erosion of purchasing power of monetary items caused
by inflation, is calculated by applying NCPI factors to monthly net monetary position. Losses result from maintaining a net mon-
etary asset position.

Earnings per share - Basic earnings per common share are calculated by dividing consolidated net income of majority stockhold-
ers by the weighted average number of shares outstanding during the year.

vl
4&3 Accounts receivable

2002) 2003}
Unbilled revenues on developments in progress (1) ... nmmsesssenrosmnnsesanssasesasossesamasesasesos Eines SO RIRO0 L BS. 2,778,461
Reserve for cancellation of contracts (2) - - - - {16,100) 4(7,545j" )
Total real estate development activities 2,616,199 | 2,770,916
Cost and estimated income in excess of billings on uncompleted contracts e,
Billir B . e J7A51 1857
Notes receivable and other ' 330,789 95951
Allowance for doubtful accounts (4,417) (14,799)
Total construction and other accounts receivable 344,660 || 102,015

Ps. 2,960,859 || Ps. 2,872,931

|

C
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(1) Unbilled revenues on development in progress according to type of mortgage are as follows:

|
SHF & FOVISSSTE I ... Ps. 761065 | Ps. 607368
Line IT and INFONAVIT auctlons 1,871,234 |i 2,171,093
Ps. 2,632,299 Ps. 2,778,461
I
(2) This reserve consists of the following:
2004 ||
SIS .o srsri e et B _310) ,L B a0s
Cost 7010 || 7,163
Total Ps. (16100) P (7.545)
5 o Real estate inventories

Land held for development

Construction in progress

Constructlon In progress on trust land

structlon matenals

-A:dvances to supphers

..3:885000 |

Non-current land 886,749 a3
Ps. 2998251 | Ps. 2,130,435,
6o Other current assets
200050 2003
Recoverable taxes e Ps. 44026 || Ps 24,141
Sundf}’debtorsﬂmm,»., reeoemnaneaen et s e emas s anr st 72,488 || ... ..71066 .
Prepaid expenses 99,187 | 53,785
Ps. 215701 | Ps. 148992
|
7
o Investments in associated companies
Investment in associated companies is as follows:
aes |
__Ps. 128191 | Ps. 112,008 _

Centro de Investlga

Destmo Electronlco-

Re51dentlal Investment Prograrn

71,033

Ps. 199,758 | Ps.

182,568

=
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Equity in income of associated companies is as follows:

Ps. 20416 | Ps. 20402

(34)\} (62)

,,,,, - .7
e o (258

Grupo Geosal( ] B ) - ; 4,766
Iotal equity income Ps. 14,761 | Ps. 24,841 ’

{1) In October 2003, the Company sold all of its participation in the equity of the Grupo Geosal.

O‘
8 o Credit rights - securitization of future credit rights

In 2000, subsidiaries of GEQO established a revolving program to securitize the credit rights derived from their purchase-sale contracts,

which are placed in a trust established for such purpose in Nacional Financiera, S.N.C., Institucién de Banca de Desarrollo. Nacional
Financiera acts as the trustee.

Through a public offering of Amortizable Ordinary Participation Certificates (CPOs) which includes the issuance of preferred and sub-
ordinated series of CPOs acquired by the general public and GEOQ, respectively, the trust obtains funds to purchase credit rights. Once
credit rights are collected, new acquisitions of credit rights are made, taking into consideration the expiration of the CPO issue. Four
issues of CPOs were carried-out in April and December 2000, December 2001 and March 2004 for Ps.133,000, Ps.167,000, Ps.100,000

and Ps. 174,000 respectively, which expire in April 2002, July 2004, August 2005 and March 2010. The first and the second issues were
fully amortized on January 15, 2002 and January 16, 2004, respectively.

GEO has the obligation to complete the construction of the housing units related to the credit rights and is responsible for collecting
the credit rights and depositing the proceeds daily in the trust. The preferred CPOs are paid at face value and generate interest for
each of the three issues made, at an annual rate of 11.03% and 10.03%, respectively, which is charged to the trust’s net worth. Using
the resources obtained from the collection of credit rights, a fund (Aforo) is established in the trust to pay expenses and interest on the
preferred CPOs. Once the preferred CPOs are fully paid, the remnant of the trust’s net worth is used to pay the subordinated CPOs.

Early amortization of preferred CPO’s, as established with the trust and subject to prior instructions from the Technical Committee
to the trustee, will be made at face value when, among other reasons:

a. The trustors for any reason refuse to or cannot assign additional future credit rights to the trust to make permitted investments,
and such eventuality is translated into the accrual of 50% in cash held in trust of the value of the principal of the preferred CPO’s, and
such situation remains in effect for 60 calendar days.

b. The future credit rights do not meet the eligibility criteria established in the trust issue affidavit.

Second issue - December 7, 2000 Ps. LPS {167,000}
{100 000) - _(100,000)
(172000) | ...
 (294079) __ (173.623)
_(2,015,280) (963,403)
.(2,581,359) | (1 404,026)
1,940,430 5» 815,461
(640 929} (588 565)
:532647 424396
Credlt rights — i cacasienn censnsaaas s
Restatement to purchasmg power of December 31 200 - B - ‘

lRecoverable credit rights (Subordinated CPOs - Net) 100,276

221172
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Q
9@ Property, machinery and equipment

2004 4
_Ps. 9 5,047’J Ps. 113,069
I e 149834 | 155,030
nd ¢ B S e 1,060,146
COmDuters e e 118850
Furniture and ﬁxtures V ] - - 103,901
SO OGSOV =21/ L0 OO
Accumulated deprec1at10n (768, 626) (657 977)
759,161 | 770,189
Installationcosts ... . e 98956 72,047
Accumulated amort1zat10n (56 399)41; (36 225)

42557 || 35,822
Ps. 801,718 | Ps. 806,011

Bl

1 @ o Other assets

PreoPeratm COSES e e et

‘
19211

“eama0) | 24270)
et oo e oo e BOABY 94,941
_g term recelvab}es( ) - B B B 21;895 ) 20,057 »

Ps. 153715 | Ps. 151,660
i

T

(1) These refer to collection rights to housing sold by the Queretaro State Housing Commission with the following characteristics:
term of 30 years; periodic installments to be made up to the year 2026; collection carried-out by INFONAVIT.

1 1 o Notes payable to financial institutions

2004 | 2008

Denominated in Mexican pesos:
Mortgage bridge loans secured by real estate inventory; variable interest

rates based on: TIIE plus 1.6 points at December 31, 2004 and 2003. Ps. 1,071,837 | Ps. 661,541
Commercial paper with various issue dates, due within a year of issuance and

issued with a discount rate of 10.11% and 9.59% at December 31, 2004 and 8.54% !

atDecember 31, 2003, e essesssenesensssssnesessenenenss ssssesemessssenes sorreireseseees s 323000 L 52,595
Notes payable, unsecured, with interest rates varying from 10.29% at December 31,2003, =~ -] 180934
Mortgage loans for the purchase of land secured by real estate inventory; variable

interest rates based on: TIIE plus 2.7 points at December 31, 2004 and 2003. 153,511 168,690

L
Ps. 1,350.348 | Ps. 901,760

=
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At December 31, 2004 the Company has credit lines available in the amount of Ps.5,506,688.

TIIE - This is determined by the Mexican Central Bank. As of December 31, 2004 and 2003, the TIIE was 8.9500% and 6.2889%, respectively.

12
L o Amounts payable to suppliers of land

The Company has executed several purchase and sale contracts for the following plots of land:

2008 | 2008

Contract for the purchase of 425 developed lots of the plot named Palmas Hacienda i
.. for the amount of $126,805, expiring in July 2005, . . . . .. ..8 126805
Contract for the purchase of eight lots of the plot named La Mitra for the amount of

..3325,527, expiring in October 2005.

e Ee It L B N B O O SO BEC T THE T B LR ¢ E S REBII SEIoL E5ET LROm. SuEarnon

...78,991

seess BETeE L Tero reBEO BERETATE A BET ES Bn IR At CDO0BESOBEORTSUEE Tr L 2re=viaz

80,218

_Laguna México, expiring when the public deed is notarized. .~~~ 46515

64,767

\
Contract for a total of $197,954 expiring when the public deed is notarized. o 91886
|

Contract for a total of U.S. $7,155 thousands for the plot of land named

39889 | . 84578

I
[ A

!

\i

|

i

]‘\

.

i

|

Contracts for different plots of land with different expirations. 155,037 262,972

584,421

Total .. L 772764

Short-term expirations. (708,372) | (523,568)

|
Long-term liabilities. $ 64,392 |

V
b

$ 60,853

13
i
JL o Accrued expenses, taxes payable and other current liabilities

2004 |
It
i
,,,,,, e e e e e o PS.93396 | Ps. 110,432
Services and other 481,002 176,273
Ps. 692,202 || Ps. 347,884

—
|
|

C
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ﬂAL

&42 o Long-term debt

Medium-term note payable, maturing April 26, 2006; bearing variable interest
. December 31, 2004 and 2003 of 11.99% and 9.63%, respectively.

Medium-term note payable, maturing October 6, 2006; bearing variable interest
_.at December 31, 2004 and 2003 of 12.09% and 9.19%, respectively.-

scosesizoniIrcac ieTiToITIINe

Share certificate maturing on March 7, 2008, bearing variable interest at

...565,000 |

2004 | 2903
1
!
Denominated in Mexican pesos: !
Medium-term note payable, maturing January 27, 2005, bearing variable interest at ”
_.December 31, 2004 and 2003 of 12.53% and 10.03%, respectively. ) B} ~Ps. 300,000 f Ps. 315,570
It
Medium-term note payable, maturing March 28, 2006; bearing variable interest at J
December 31, 2004 and 2003 of 11.50% and 8.95%, respectively. . oo 139000

L ... 142,007
| rtae RSN S
I
|

o 210,380

- December 31, 2004.and 2003, of 12.84% and 9.96%, respectively. . . . . 300000 315570
|
|
Capital leases for the acquisition of machinery and equipment with variable H
_interest rate equal to the TIIE rate plus 1.5% as of December 31, 2004 and 2003. 121,333 50,396
,,,,,,,,,,,,,,,,,,,, - DU £ e
Mortgage bridge loans secured by real estate inventory, variable interest i
rates equal to 2.7 above TIIE rate as of December 31, 2004 and the TIIE rate /"
plus 2% at December 2003. 25096 _ 25,578
i?
Denominated in US. Dollars: |
Euro commercial paper program for up to US. 70,000,000. /[
. |
At December 31, 2004, US. 5,000,000 has been issued at a fixed annual interest rate of 6.10%, i
as of December 31, 2004, maturing on February 4, 2005. ... 55,747 59,102
Note payable to GE Capxtal for U.S. 6,500,000; 19 remammg quarterly mstallments ‘
_ of principal plus interest at 9.11% at December 31, 2004 and 2003; secured by aireraft. 30,162 L e ALB0T
Less current portiop_c;fpggjge;m debt 435 820 I 94,524
e e . .. 796518 || 1134321
Seniority premium 4,139 ’L 2,216
Ps. 800,657 | Ps. 1,136,537
{
Contractual maturities of long-term debt are as follows:
pearstenting!
Decembegol INmodnt
2006 o
L2007 ... 10,208
2008 300,000
$ 796,518
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5 c Stockholders’ equity

a. Majority stockholders’ equity at historical and restated values at December 31, 2004 and 2003, respectively, is as follows:

ﬂ !
Histogical | Restalement ;l Restated|
Common stock ) 5. 299762 J@Ps 49139
_ i pit: 3l 1,527,299 l}_ 2525752
Reserve for repurchase of s‘ ares . ’L 26,402 j’) ... 247280
Retained earnmgs . [ 893 103 s . 4073 505
: e
Cumulatlve effect of deferred mcome tax [ 1109 369) h (638 076)
] i
, { Ps. {28,578) }% Ps. 3,961,825
\ i
e ]’i
[ | mectutes
|
Commonstock } Ps. 299708 | Ps. 414,339
Additional paid-in capital 31522299 | 2525, 752
Reserve for repurchase ofshares e [ .26, 148 i
Retained earnings 70 939 207 }E .32
Insufﬁaean in restated st kholders equ_;c {; . (2 1}90 ;91_5):" 4
l

(109.369) | (638,076)

Cumulative effect ofdeferfed income tax B _(528 707)

Ps. 3,136,725 1(}’5. 192,078
Bl

At December 31, 2004, authorized common stock was 555,396,540 shares, of which 532,713,759 have been 1ssued and paid for at
such dates. The shares are no-par value common stock, are not subject to withdrawal and refer only to fixed capital. At December
31, 2004, the Company had 532,711,159 shares outstanding and 2,600 shares held in treasury.

Ps. 3,328,803

[

Retained earnings include the statutory legal reserve. The General Corporate Law requires that at least 5% of net income of the
year be transferred to the legal reserve until the reserve equals 20% of capital stock at par value (historical pesos). The legal reserve
may be capitalized but may not be distributed unless the entity is dissolved. The legal reserve must be replenished if it is reduced
for any reason. At December 31, 2004 and 2003, the legal reserve, in historical pesos, was Ps. 18,182 and Ps. 17,052, respectively.

Stockholders’ equity, except restated paid-in capital and tax retained earnings, will be subject to income tax at the rate in effect
when the dividend is distributed. In 2004, the ISR rate was 33%; it will decrease to 30% in 2005, and subsequently one percentage
point each year, until reaching 28% in 2007. Any tax paid on such distribution, may be credited against the income tax payable of
the year in which the tax on the dividend is paid and the two fiscal years following such payment.

b. At the Stockholders’ and Board of Directors’ extraordinary meetings held in April, May and August, 2001, the following was approved:

* The issuance of additional common stock up to $67,880 through the conversion of unsecured bonds into 60,606,778 GEQ
shares. It was agreed that 10,606,778 of the shares would be issued to GEO employees, as part of an incentive plan, for past,
present and future incentives. The remaining 50,000,000 shares would be issued only under a “GEO takeover” according to
resolutions to be made by the Board of Directors in future meetings.

» At the Board of Directors’ meeting held on May 4, 2001, the term “GEO takeover” was defined. A GEO takeover is the attempted
acquisition, offering or exchange of 30% or more of the Company’s stock by one or more individuals or entities without the
written approval of the Board of Directors. During such meeting, the procedure to exchange the 50,000,000 shares in case of
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a hostile takeover was also established. The Board of Directors would select the executives who would receive the shares. The
executives would then transfer the shares to a trust. The shares in this trust would be distributed on a pro-rata basis among all
current shareholders, except for those identified by the Board of Directors as responsible for the takeover. Such bylaw amend-
ment would be valid only with prior authorization of the National Banking and Securities Commission (CNBV), in accordance
with article 14 Bis 3, paragraph 7 of the New Securities Exchange Act published on June 1, 2001.

In order to increase the number of shares of common stock due to the conversion of convertible debentures into shares, as
explained in the previous paragraph, it was approved to increase the fixed part of common stock by the amount of Ps.67,880
through the issuance of 60,606,778 common shares of Series “B”, at no par value, to be deposited in the Company’s treasury.

It was also agreed to cancel 9,125,293 shares issued in March 1997, which had not been subscribed or paid.

The Board of Directors of GEO agreed that if a fair and adequate tender offer (non-hostile) for the Company were received and
accepted, this offer should be extended by the buying group to all the investors of the Company, in such a way that minority
stockholders and the controlling group would have the opportunity to participate in such offering and sell their shares at
the same price and under the same conditions, This type of protection to the minority stockholders is known in international
stock markets as “Tag Along” rights.

c. The Stockholders” Extraordinary General Meeting of April 21, 2004, resolved the following:

The definitive cancellation of the Protection Plan for the Company and its Minority Stockholders approved by the Stockhold-
ers’ Extraordinary General Meeting of August 31, 2001, together with the cancellation of the authorization to issue 50,000,000
unsecured debentures, the cancellation of 50,000,000 ordinary Series “B” shares at no-par value representing fixed capital and
a $56,000 reduction of authorized common stock.

A shareholding restructure involving all shares representing the Company’s common stock, by dividing each share into five
new ordinary Series “B” shares at no-par value through the issuance of 555,396,540 new shares to replace the 111,079,308
previously issued shares.

Modification of the clauses of the 2001 “Issuance of Unsecured Debentures of Corporacion Geo, S. A. de C. V.” (Geo), establishing
that each unsecured debenture issued would be convertible for five shares.

d. With regard to the incentives plan for key personnel, in December 2002, 2,954,283 unsecured debt securities with a par value of
$1.12 pesos were issued and subsequently converted into shares to generate a capital increase of $3,308. On December 23, 2003,
1,108,020 unsecured debt securities with a par value of $1.12 pesos were issued and converted prior to February 28, 2004. In De-
cember 2004 (following the aforementioned shareholding restructure), 10,039,594 unsecured debt securities with a par value of
$0.224 pesos were issued and converted into shares to generate a capital increase of $2,249. At December 31, 2004, the number of
unsubscribed shares is 22,682,781,

The employees’ and executives’ incentives plan is subject to the following conditions:

Act as a Company officer during the established periods and under the respective terms, while otherwise recognizing that the
value of shares will be $0.224 pesos.

Acquisition rights for shares based on the aforementioned schedule will not have proportional effects based on the elapsed peri-
ods of the year, as such rights will only be generated on specifically established dates.

e. The balances of the tax accounts of stockholders’ equity at December 31, 2004 and 2003 are as follows:

! 2308
il
I
Contributed capital account 3 29338 LS 2933811
Net tax income account 320 | 320
f $ 2934131 | $ 2,934,131
T
r
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16 o Foreign currency balances and transactions

—

a. At December 31, 2003 the foreign currency monetary position is as follows:

B Iance
e
GUEE nds i
U.S. Dollars; .
Monetary assets o 106 1,181
Monetary liabilities ' (7,705) (85.909)
Monetary liability (7.599)] (84.728)

I

b. Exchange rates in effect at the dates of the consolidated balance sheets and of issuance of the consolidated financial statements

were as follows:

183 87, 8l
2.005]
US. dollar - Mexican Central Bank . ... - 8. 111389 11495 8 112372
1 70 Minority stockholders’ equity in consolidated subsidiaries
Minority stockholders’ equity at December 31, 2004 and 2003 consisted of the following:
! 2,003]

Common stock

Net income

Insufficiency in restated stockhc:)l-d-ers’yeaa;ct;:

50IEic 020258502000 2000080E 585850010505 58

zozec sozencsteeces

fesasszeisotnz s dapopesnsasans

ccccccccccccc

Contubumons ﬁom trustors (See Note 2) (326)
Ps. 589 | Ps. 20305
1 o Real estate development revenues
Real estate development revenues by mortgage lender are as follows:
004 || 2003
Line I and INFONAVIT auction 5,390,607 4,185,009

Revenue (cost) from cancellatlon (creatlon) of reserves

2457863

(13 791) 2,960
7.687.076 | $ 6,645,832
: =
1 90 Real estate development costs
Real estate development costs by mortgage lender at December 31, 2004 and 2003, are as follows:
H

Line Il and INFONAVIT auction

SHF and FOVISSSTE )

Cost (revenues) from cancellation (creatlon) of reserves
Cost of guarantees and services

Total

5,628,093

S

4,874,344

|
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r
2 @ o Interest expense

f 2003
\
Interest and commissions paid during theyear 81988 878\$ 198,828
Amortization of cost of issuing medium-term commercial paper
and recoverable credit rights 17,163 8,720
Total $ 216041 || $ 207,548

B

=
2 Jl o Income tax, asset tax and employee statutory profit-sharing

In accordance with Mexican tax law, the Company is subject to income tax (ISR) and tax on assets (IMPAC), which take into consider-
ation the taxable and deductible effects of inflation. The ISR rate was 33% in 2004 and 34% in 2003.

m)

IMPAC is calculated by applying 1.8% on the net average of the majority of restated assets less certain liabilities and is payable only to
the extent that it exceeds ISR payable for the same period; any required payment of IMPAC is creditable against the excess of ISR over
IMPAC of the following ten years.

On December 1, 2004, certain amendments to the ISR and IMPAC Laws were published and are effective as of 2005. The primary
amendments were as follows: a) the ISR rate was reduced to 30% in 2005, 29% in 2006 and 28% as of 2007; (b) for income tax pur-
poses, cost of sales will be deducted instead of inventory purchases; c) in 2005, an option was established to amortize inventories at
December 31, 2004 into taxable income over a period from 4 to 12 years determined in conformity with the respective tax rules; when
electing to amortize inventories into taxable income, any unamortized balance of inventories under Rule 106 and unamortized tax
loss carryforwards must be deducted from the inventory balance; inventories may be deducted as sold; d) as of 2006, the employee
statutory profit sharing paid will be fully deductible; e) the deduction or accrual of the effect of inflation is now applicable to essen-
tially all monetary assets and liabilities and f) bank liabilities and liabilities with foreign entities are included in the determination
of the IMPAC taxable base.

GEO incurs consolidated ISR and IMPAC with its subsidiaries in the proportion that the Company owns the voting stock of its subsid-
iaries at the balance sheet date. As of January 1, 2000, the proportion is calculated based on the average daily equity percentage which
the Company owns of its subsidiaries during the year. The tax results of the subsidiaries are consolidated at 60% of such proportion
and the tax results of the holding company are also consolidated at 60%. Estimated payments of ISR and IMPAC of both GEO and its
subsidiaries are made as if the Company did not file a consolidated tax return.

Derived from the aforementioned tax reform, as of January 1, 2005, tax consolidation must consider the consolidated tax results of
the holding company and all its subsidiaries. Specific procedures regarding the calculation process are currently under review by the
tax authorities.

a. Income tax consists of the following:

R80;

Income tax expense (benefit): ‘
Effect of thange in statutory rate on deferred ISR Q 301) (21 961)
$ 296,391 V 294,921

I

The deferred ISR effect from the reduction in the 2004 ISR rates, related to the gradual reduction of the ISR rates explained above,
resulted in the recalculation of the deferred ISR liability recorded as of December 31, 2003. The various rates applicable beginning
in 2004 were applied to the temporary differences based on their estimated reversal date.
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At December 31, 2004 and 2003, the main items comprising the liability balance of deferred income tax are:

}

Deferred income tax liabilities:

Accounts receivable 1,162,124 IL Ps. 1,209,824
}Zyo erty, machmery angirvequgpmentm:w 3121 670 ]L
Other 16491 E

2,355,883 |

=

Deferred income tax assets:
Advances from customers

1

sescsonesan AR DE B eI SEN T EEEE N ST AT AT SE G e NI OC RIS SN aT0CIE IS ODS S INI0TOS0E A TES: £ aTIi A eI Tea 0z nE: 1S nss

Recoverab]e asset tax A 327052 w 273 584 ‘
Net deferred tax liabilities Ps. 920,679 J[ Ps. 786,175
= 0

At December 31, 2004 and 2003, the Company has taxable temporary differences related to deferred PTU, mainly inventories, for
which the respective deferred PTU liability was not recorded because the Company believes that they will not reverse due to the
continued and recurring nature of its transactions. In addition, there are unquantified permanent differences, mainly from the
restatemernt of fixed assets, which are expected to have an effect on PTU generated in the future.

Tax loss carry forwards and recoverable IMPAC for which the deferred ISR asset and prepaid expense, respectively, have been rec-
ognized, can be recovered subject to certain conditions Restated amounts as of December 31, 2004 and expiration dates are:

[Camyiionward fliax
Jbs 19 Ps. 3,205
(1,054.741 883
LA47414l L L1894

110979 36739

e 130549 20,891
o 104442 64748 2012
448 971 89,615

Ps.3,371,472 Ps. 327,052

For the year ended December 31, 2004, the change in insufficiency in restated stockholders’ equity, as shown in the accompanying
statements of changes in stockholders’ equity, is presented net of the effect of the related deferred income tax of Ps. 961.

2 2 o Earnings per share

The amounts used to determine earnings per share for the years ended December 31, 2004 and 2003 were as follows:
elghte JAverage)
S{Dam H D@im
\
i
December, 31 2004 ” i
Net income attributable to commonstock . Ps 802828 | 521841248 | Ps. 154
December, 31 2003 ) ’
Net income attributable to common stock ... P5.543073 | 5156 e P8 105
u I
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2 3 o Contingencies

a In 2003, the tax authorities determined additional income tax and employee statutory profit-sharing liabilities (excluding fines
and surcharges) in the subsidiary GEO Laguna, S.A. de C.V. for the year 1995, of Ps. 35,376. A difference in criteria was also deter-
mined for the IMPAC calculation of Ps.16,000 paid to Corporacién GEO, S.A. de C.V. Management and legal counsel believe that the
Company has sufficient grounds to demonstrate that the Company’s calculations were correct. Consequently the Company has not
established an obligation for the above reassessments.

b The Company has labor lawsuits in the amount of Ps.10,415 at December 31, 2003 which it believes will be resolved favorably.

¢ Except for that mentioned in the previous points, neither the Company nor its assets are subject to any legal action other than
those that arise in the normal course of business.

o Commitments

On August 19, 2003 an agreement was signed between Prudential Investment Management, Inc. (“Prudential”) and GEO, described as
the “Residential Investment Program.”

]

The general purpose of the agreement is to establish an investment program for developing real estate projects that includes, among
others, the purchase of land, and the construction of housing, which may be affordable housing, medium-income and upperincome,
and shopping malls. The structure defined for the program includes the establishment of a trust under the laws of the State of New
York, U.S.A. (“NY Trust”), whose principal participants will be the Company, Prudential and other institutional investors, with GEO
holding a minority interest. Phase one of the program contemplates contributions for a total of US$175 million. The participation of
GEO pursuant to the terms of the Master Trust, allow it to exert significant influence on the projects, but not control them.

In accordance with the program, in each specific trust contract GEO or its subsidiaries must make a deposit (“Significant Deposit”) to
the Master Trust equal to 10% of the acquisition cost of any land which will be contributed to the specific trust. The deposit guarantees
to the trust the recovery of its investment at the latest on the final day of the expected completion program, in order to construct the
houses or develop the land. Please see Note 10.

GEO has no liability for any financing obtained by the Master Trust to finance these transactions. Accordingly, the risks and benefits
for GEO in relation to the trusts are limited to the amount of its contribution, any development cost it incurs and the respective al-
location of income or loss to GEO, and any significant deposits which it has to make.

As of December 31, 2004 twenty five projects have been initiated under this program, the total investment is Ps. 1,584,218, while the
investment of GEO is Ps. 802,126. The guarantee deposits total Ps.190,516 and Ps. 36,662 as of December 2004 y 2003, respect.

As of December 31, 2004 the “Residential Investments Program” phase II commenced with two projects whose guarantee deposits
total Ps. 51,339.

The Company leases an airplane; Rental expense was Ps. 7,819 for the year ended 2004; the lease contract is located under a ten year
non-cancelable operating lease. Future minimum payments lease commitments in US Dollars are:
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2 5 o Subsequent event

On January 27, 2005, the Company settled a medium-term promissory note for the amount of $300,000.

In February 2005, the Company sold 15% of its shareholding in Hipotecaria Su Casita, thus maintaining a total shareholding of 7.60%.

2 @ o New accounting principles

In May 2004, the IMCP issued Bulletin B-7, “Business Acquisitions” (“B-7"), whose application is mandatory for financial statements
of periods beginning on January 1, 2005, although early adoption is encouraged. B-7 provides updated rules for the accounting treat-
ment of business acquisitions and investments in associated entities. It establishes, among others; the adoption of the purchase
method as the only accounting method for business combinations; it eliminates the amortization of goodwill, which is now subject
to the impairment rules; it establishes rules for the accounting treatment of asset transfers or share exchange among entities under
common control as well as for the acquisition of minority interest based on the provisions of Bulletin B-8, “Consolidated and com-
bined financial statements and valuation of permanent investments in shares”. Management believes that the adoption of this new
Bulletin as of January 1, 2005, will not have significant effects on the Company’s financial position or results of operations.

}

In April 2004, the IMCP issued Bulletin C-10, “Derivative instruments and hedging activities” {(“C-10”), whose application is mandatory
for financial statements of periods beginning on January 1, 2005, although early adoption is encouraged. In general, C-10 establishes
that for fair value hedges, any variances in the fair value, both of the derivative and the underlying, must be reflected in current
earnings when such variances occur; for cash flow hedges, the effective portion of fair value variances must be recognized in other
comprehensive income in stockholders’ equity, while the ineffective portion must affect current earnings.

With respect to derivative financial instruments, the C-10 establishes the conditions that must be met for an instrument to be consid-
ered as such, and revises and adds definitions. It also includes rules regarding the elements involved in hedging activities, including
the formal documentation at the inception of each hedge and measurement of its effectiveness during its term, among others; C-10
classifies hedges into three categories: a) fair value hedges, b) cash flow hedges and ¢ foreign currency hedges, and provides specific
rules by type of hedge, for their valuation, recognition, presentation and disclosure.

In April 2004, the IMCP issued Amendments to Bulletin C-2, “Financial instruments” (“C-2”), whose application is mandatory for fi-
nancial statements of periods beginning on January 1, 2005, although early adoption is encouraged. Revised C-2 basically establishes
that any variances in the fair value of financial instruments classified as available for sale must be recognized in other comprehensive
income and reclassified to current earnings upon sale of such instruments; revised C-2 includes the possibility of making transfers
among some of the categories under which financial instruments are classified, provided that conditions and rules for their account-
ing recognition are met. It also extends the applicability of impairment rules to financial instruments available for sale and provides
more precise rules for their recognition.

In January 2004, the IMCP issued revised Bulletin D-3, “Labor obligations” (“D-3"), which replaces the concept of unforeseen severance
payments that are recognized in earnings of the period in which the payment decision is made, with that of “Severance payments
at the end of the work relationship”, defined as payments granted to employees when they conclude their labor relationship before
reaching retirement age.
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Glossary

AMERI. Mexican Investor Relation Association.

Average Price. Represents the weighed average
price of the houses sold in'the period.

Backlog. It’s the number oflagreements that the
developer has with the most important house
building mortgage organisms, measured in
terms of months of futureisells.

BMV. Mexican Stock Exchange.
CAGR. Compounded annual growth rate.

Capitalized Interest. Expenses according to US
GAAP and IAS, Geo includes in the COGS the
bank and interest expenses related to the pro-
duction.

CETES. Certificados de la Tesoreria de la Feder-
acién (Treasury Bills).

Cluster. The minimum production unit formed
by 60 houses built together.

CNBV. Comision Nacional Bancaria y de Valores
(Mexican Securities Exchange Commission).

CONAFOVI. Comisién Nacional de Fomento a la
Vivienda (Nacional Housing Board).

D4 - Bulletin. Published by the Mexican Institute
of Public Accountants in May 1999, to be en-
forced as of January 1%, 2000. This new regula-
tion quantifies the amount to be earmarked for
the payment of income taxes and profit shar-
ing (ISR and PTU)} determined by temporary dif-
ferences between the accounting income and
the fiscal income.

Earnings per Share. Net income divided by the
average weighted number of shares outstand-
ing during the year, according to Mexican ac-
counting principles.

EBITDA. Earnings Before Interest, Taxes, Depre-
ciation and Amortization. Is calculated by add-
ing depreciation, capitalized interest expenses
and capitalized REPOMO for the period to the
operating profit.

Financial Leverage. Net Debt divided by EBITDA
for the previous twelve months.

FOVI. Fondo de Operacién y Financiamiento
Bancario para la Vivienda (Housing Finance
and Operation Fund).

FOVISSSTE. Fondo de Vivienda del Instituto
de Seguridad y Servicios Sociales de los Traba-
jadores del Estado {Mortgage Fund of the Social
Security Institute for Government Employees).

Free Cash Flow. EBITDA less net financial ex-
penses, capitalizad interests expenses, capital
expenditures, paid taxes, changes in net oper-
ating working capital, inflation adjustments
and foreign exchange adjustments.

GEO Block. Geo's distinctive trademark brick.
IMPAC. Impuesto al Activo (Tax on Assets).

INFONAVIT. Instituto del Fondo Nacional de
Vivienda para los Trabajadores (National Hous-
ing Mortgage Institute for Workers).

Inventory Turnover. Sum of Inventory and Real
Estate Inventory divided by the total COGS and
multiplied by 365.

ISR. Impuesto Sobre la Renta (Income Tax).

Lower Affordable Houses. One that its sell price
is below US 18,000.

Affordable Entry Level Houses, One that its sell
price is between US$18,000 and US$35,000.

Residential & Middle Income Houses. One that
its sell price is above US$35,000.

Minimum Wage. According to the Mexican law,
it refers to the minimum salary that a work-
er has to receive for a day of work. It was the
equivalent of US$125.0 per month as of Decem-
ber 31, 2004.

Net Debt. Balance sheet short-term and long-
term debt less cash and cash equivalents.

Prudential Real Estate Investors (PREI). Provides
global real estate investment management
services to institutional clients, a Prudential
Financial Inc. subsidiary.

PTU. Participacién de los Trabajadores en las
Utilidades de la Empresa (Employees profit
sharing).

REPOMO. Resultado por la Posicién Monetaria
(Monetary net result originated by inflation ad-
justments).

REPOMO Capitalized. REPOMO counted in
COGS.

SOFOLES. Sociedades Financieras de Objeto
Limitado or Non-Bank Banks.

SHF. Sociedad Hipotecaria Federal (National
Mortgage Bank).

THE. Tasa de Interés Interbancaria de Equilibrio
(Interbank Rate).

UDIS. Unidades de Inversion (Values Indexed to
the inflation Rate).

Working Capital. Difference between current op-
erating assets and current operating liabilities.
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beliefs of its management as well as assumptions made by and information currently available to Geo, Such statements reflect the current views of Geo with respect to future events and are subject to
certain risks, uncertainties and assumptions. Many factors could cause actual resulis, performance, or achievements that may be expressed or implied by such forward-looking statements, including
among other changes in general economic, political, governmental, and business conditions globally and in the countries in which Geo does business, changes in interest rates. changes in inflation
rates, changes in exchange rates, mortgage availabiliry, changes in housing demand and amount of credits, changes in raw material and energy prices, changes in business strategy. and various other
factors. Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual resutts may vary materiaily from those described herein as anticipated,
believed, estimated or expected. Geo 2004 Annual Report may contain certain forward-looking statements concerning Geo and its subsidiaries’ future performance and should be considered as good
faith estimates of Geo and its subsidiaries. Geo does not intend, and does not assume any obligation to update these forward-looking statements. In addition, certain information presented herein was
extracted from information published by various official sources. This information includes statistical information relating the housing industry certain reported rates of inflation, exchange rates, and
information relating to the countries in which Geo operates. Geo has not participated in the preparation or compilation of any of such information and accepts no responsibility therefore.



O
SN
180

www.Ccasasgeo.com




