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Exposure to liquidity risk 

 
The following are the remaining maturities of the financial liabilities as of the date of the financial statements. The 
following gross and undiscounted amounts include interest payments and exclude the impact of the compensation 
agreements: 

 
Contractual Cash Flows 

December 31, 2021 Book Total 12 1-2 2-5 5 Years 

 Amount  Months or less Years Years or more 

Non-derivative financial liabilities 

Suppliers $ 245,215 (245,215) (245,215) - - - 

Related Parties $ 71,007,682 (71,007,682) (71,007,682)    
  

$ 71,252,897 

 
(71,252,897) 

 
(71,252,897) 

- - - 

 
Contractual Cash Flows 

December 31, 2020 Book Total 12 1-2 2-5 5 Years 

 Amount  Months or less Years Years or more 

Non-derivative financial liabilities 

Suppliers $ 4,284,935 (4,284,935) (4,284,935) - - - 

Related Parties $ 241,301,868 (241,301,868) (241,3301,868)    
 $ 245,586,803 (245,586,803) (245,586,803) - - - 

 
 

Market risk 

Market risk, such as variation in market prices, exchange rates, interest rates and commodities, may affect the 
Company's income. 

 
Currency risk 

The Company is not exposed to currency risk since his head quarter invoices the inventories in local currency 
(MXN), nevertheless, it does have some transactions with local suppliers in foreign currency, for these transactions 
there is a risk to the extent that there is an asymmetry between the currencies in which the transactions it carries 
out are denominated. Currencies in which such types of transactions are denominated mainly are the US dollar 
(USD). 

 
Sensitivity evaluation 

 
As of December 31, 2021, the Company does not have assets and liabilities denominated in foreign currency. 

Interest rate risk 

The Company adopts a policy to ensure that part of its exposure to interest rate risk is maintained on a fixed rate 
basis. This is achieved by subscribing fixed interest rate instruments and on the other, obtaining loans at a variable 
interest rate and using hedging instruments attributable to the interest rate risk. 

 
The Company determines the existence of an economic relationship between the hedging instrument and the hedged 
item based on the reference interest rates, the terms, the dates of price and maturity reviews and the notional or 
nominal amounts. 
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The Company does not account for financial assets and liabilities at a fixed rate at fair value through profit or loss 
and does not designate derivatives as hedging instruments according to a fair value hedge accounting model. 
Therefore, a change in the interest rates at the date of the financial statements would not affect the result. 

 
(7) Related parties- 

 
a) Accounts payable to related parties as of December 31, 2021 and 2020 are as follows: 

 
 
 

   2021    2020  
Jaguar Land Rover Servicios México, S.A. de C.V. (i) $ -3,819,017 5,296,567 
Jaguar Land Rover Limited (iii) 74,826,699 236,005,301 
Spark 44, LLC   -  

 $ 71,007,682  241,301,868 
 

As of December 31, 2021, and 2020, balances payable to related parties correspond to balances of current accounts, 
without interest, payable in cash within a period of 180 days for which there are no guarantees. 

 
As of December 31, 2021, and 2020, the following agreements with related parties had been entered: 

 
(i) Agreement entered with Jaguar Land Rover Servicios México, S.A. de C.V. (for the performance of 

administrative, accounting, legal, advisory, consulting and personnel supervision services. The term of 
such agreement was from January 1 to December 31, 2021, and is extended automatically at the 
expiration date thereof. 

 
 

The main expenses transactions with related parties for the year ended December 31, 2021 and 2020, are shown 
below: 

 
   2021      2020  

Administrative services received:   

Jaguar Land Rover Servicios México, S.A, de C.V. (i) $ 20,578,352 $ 36,085,774 

Purchase of inventory: 
  

Jaguar Land Rover Limited $    1,088,908,777
  

$ 896,559,512 

Other: 
  

Jaguar Land Rover Limited 
Spark 44, LLC 

$      (7,070,632) 
3,646,292 

$ (14,719,516) 
5,601,482 

 
 

  

LACRO expenses recharge:   

Jaguar Land Rover Limited 
 

$ 9,921,060 
 

$                     0 
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(8) Inventories- 
 

a) As of December 31, 2021, and 2020, inventories are integrated as shown below: 
 2021 2020 

Car inventory $24,426,019 $67,251,399 
Cars in transit 93,740,934 146,578,572 
Inventory of spare parts 49,852,246 40,250,747 
Spare parts in transit 11,530,874 19,515,423 
Inventory of advertising items 946,363 946,363 

 
180,496,436 274,542,504 

Allowance for obsolescence and slow-turnover goods (7,301,784) (2,250,931) 

 173,194,652 272,291,573 

 
b) For the years ended December 31, 2021 and 2020, the allowance for obsolescence and slow-turnover of spare part 

amounts to $7,301,784 and $2,080,998, respectively. 
 

c) During 2021 and 2020, the Company determined an estimate relative to the decrease in value of the Jaguar and 
Land Rover vehicles that are held for exhibition and demonstration, since such units, once sold on the market, will 
lose their price market value in the amount of $0 and $169,933, respectively. 

 
 

(9) Advanced payments 
 

a) As of December 31, 2021, and 2020, advanced payments are integrated below: 
 

   2021        2020  
Advanced amounts to Suppliers   4,051,752        $148,872  
Advanced amounts for Insurance        48,549 

  
4,051,752 

 
      $197,421 

 
For the year ended December 31, 2021 and December 31, 2020, the amortization expense of the insurance paid as 
advance was $ 104,515 y $0, respectively. 

 
(10) Furniture and Equipment, net 

 
a) As of December 31, 2021, and 2020, the concept of furniture and fixtures is integrated as follows: 

 
  December December January 
  31 31 1st 

  2021 2020 2020 

Investment:   1,348,958  1,348,958 1,348,958
Furniture and office fixtures $  1,219,150   1,219,150 1,273,677 
Computer devices   1,159,462   1,159,462 1,159,462 
Other assets   

3,727,570  
 3,727,570 3,782,097 
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  December December January 
  31 31 1st 

  2021 2020 2020 

Accrued depreciation:     

Furniture and office equipment $         
1,230,743          1,095,887  960,992 

Computer equipment          
1,101,844             961,268  866,437 

Other assets          
1,159,462          1,159,463  1,158,939 

         
3,492,049         3,216,618  2,986,368 

Furniture and fixtures, net         
235,521  

        
510,952  795,729 

 

b) For the years ended December 31, 2021 and 2020, depreciation expense amounted to $275,431 y $284,779.. 
 
 

(11) Intangible assets 
 

a) As of December 31, 2021, and 2020, intangible assets are integrated as follows: 

 
   2021 2020  

Licenses $ 8,792,393 $ 8,792,393 
Less:   

Accumulated amortization   7,181,297                   7,044,930 
Net $ 1,611,096 $ 1,747,463 

 
b) For the years ended December 31, 2021, and 2020, amortization expense was $136,367, and $136,367respectively. 

 
 

(12) Provisions 
 

Provisions are integrated as shown below: 
 

Guarantees (i) Expenses (ii) Other (iii) Total 
Balances as of December 
31, 2020 $ 2,604,910 11,852,125 5,243,843 19,700,878 

Increases charged to 
profit or loss/cancellation 

 
 34,257,148      44,444,098       78,701,245 

Payments  
(2,145,825) (28,800,948) (46,946,348) (77,893,121) 

Balances as of December 
  31, 2021 $     459,085  17,308,325  2,741,592  20,509,002  

 
(i) The provision related to guarantees includes guarantees for services and loyalty warranty. The service 

warranty is calculated based on the vehicles that were sold within the last three years and that suffered some 
damage or were submitted to repairs incurred by distributor, to solve the customer's warranty. The loyalty 
warranty is calculated based on the vehicles sold in the last 3 years and that suffered some damage or had to 
be submitted to repairs and that the customer is no longer subject to the warranty for services. 

 
(ii) The provision relating to expenses is recorded for all the expenses and agreements that the Company 

has at year-end and for which they have been accrued during the year. 
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(iii) Includes roadside assistance services and employee benefits. The roadside assistance service is 

calculated based on a fixed amount for each unit sold. Employee benefits include those that have been accrued 
during the year. 

 
 

(13) Obligations by agreement 
 

Obligations by agreement come from the following program: 
 

 Car maintenance after-sales paid in advance by customers 
 Sales incentives granted to distributors in accordance with the performance bonus policy and monthly 

newsletters. 
 

Income from after-sales services is verified when the customer performs this right, or such right expires. Depending 
of maturity, the amounts of the agreements are classified in the short and long term. The profile of the enforceability 
of the obligations by such types of agreements is as follows: 

 
  Prepaid 

Services 
Sales 

Incentives 
 

Total 
 
2022 

$ 22,892,863 23,185,148 46,078,011 

2023 and after  60,509,959 0 60,509,959 
 $ 83,402,822 23,185,148 106,587,970 

 
The connection of balances of the obligations by agreement is shown below: 

 
  Prepaid 

Services 
Sales 

Incentives 
 

Total 
 
Beginning balance 2021 

 
$ 80,800,370 41,576,689 122,377,059 

Additions  9,855,911 179,657,067      189,512,977 
Payments  (7,253,459) (198,048,608) (205,302,067) 
Ending balance $ 83,402,822 23,185,148 106,587,969 

 
 

The contractual obligation is calculated based on the current incentives that the Company has towards its 
distributors, among the main ones are preferential exchange rate, discount in cash, financing for months without 
interest, bonus for the distributor and for the seller in the sale of a unit, such incentives are published in monthly 
bulletins. The above includes obligation for contract related to performance bonus. 

 
The Company offers a five-year package for car maintenance services (after-sales services). Charges derived from 
these services are deferred as an obligation by contract and are verified at the time when the consumer performs his 
rights, or when such right expires. On the other hand, costs related to such services are verified in the period in which 
they are incurred. 

 
Services are verified in income when they are provided. 
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(14) Employee benefits 

 
In accordance with the Federal Labor Law, the Company has obligations for compensation and seniority premiums 
payable to employees who cease to provide their services under certain circumstances. 
 
The Company annually records the net cost of the period to create the net liability for defined benefits (PNBD) for 
compensation and seniority premium, as it is accrued according to actuarial calculations made by independent 
actuaries. These calculations are based on the projected unit credit method. Therefore, a provision is being made 
for the liability that at present value will cover the obligation for defined benefits at the estimated date of 
retirement of the group of employees who work in the Company. 
 
 
The Company has a defined benefit plan for seniority premium and termination that covers its own personnel. The 
benefits are based on years of service and the amount of employee compensation. The Company's policy is to fund 
the pension plan to the extent that the obligations are due. 

 
Las hipótesis económicas utilizadas fueron: 

  2021 2020 

Interest rate  8.19% 5.93% 

Discount rate  8.19% 5.93% 

Increase salary rate   5.50% 5.50% 

Minimum wage salary 
increase rate   4.00% 4.00% 

Long term inflation rate   4.00% 4.00% 
 
 
 
As of December 31, 2021 and 2020, the balances and movements of labor obligations for compensation and seniority 
premiums are shown as follows: 
 
 

  Seniority premium  Legal compensation  Total 

  2021 2020  2021 2020  2021 2020 

          

Defined benefits obligation   $257,157 $10,770  $4,834,223 $1,329,631  $5,091,380 $1,340,401 

Plan assets   $0 $0  $0 $0  $0 $0 

Net liability (or assets) of 
defined benefits   $257,157 $10,770  $4,834,223 $1,329,631  $5,091,380 $1,340,401 
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The cost of defined benefits is integrated as follows, in accordance with the concepts that the current NIF D-3 requires 
disclosure: 
 

  Seniority premium  Legal compensation  Total 

  2021 2020  2021 2020  2021 2020 

Actual cost of the labor cost   $27,663 $2,957  $356,194 $239,912  $383,857 $242,869 

Past cost of the labor cost  $253,001 $0  $2,486,369 $0  $2,739,371 $0 

Gain (or loss) for LAO   $0 $0  $0 $0  $0 $0 

Total cost of the service   $280,664 $2,957  $2,842,564 $239,912  $3,123,228 $242,869 

          
Interest cost of the OBD   $6,878 $423  $134,774 $77,527  $141,652 $77,949 

Income interest of the plan 
assets   $0 $0  $0 $0  $0 $0 

Net interest of PNBD   $6,878 $423  $134,774 $77,527  $141,652 $77,949 

          
Net cost of the period (NCP)  $287,542 $3,380  $2,977,338 $317,439  $3,264,879 $320,818 

          
Retunrs of the PNBD to be 
recognize in the NCP   ($41,155) $983  $527,255 ($144,008)  $486,100 ($143,026) 

                

Cost (or income ) of the 
defined benefits   $246,387 $4,363  $3,504,592 $173,430  $3,750,979 $177,793 
 
 
Derived from the Labor Reform, the Company received through personnel transfer on July 1, 2021 employees with 
recognition of seniority, as a result, the Company recognized a past service labor cost of $2,739,371 corresponding to the 
liability accrued at the date of transfer . 
 
The movement of the net liability for defined benefits was as follows: 
 
  Seniority premium  Legal compensation  

 Total 

  2021 2020  2021 2020  
 2021 2020 

Net liability (or assets) of 
defined benefits  $10,770 $6,407  $1,329,631 $1,156,201  

 

$1,340,401 $1,162,608 

Net Cost (or income) of the 
period   $287,542 $3,380  $2,977,338 $317,439  

 

$3,264,879 $320,818 

Pay of Benefits   $0 $0  $0 $0  
 $0 $0 

Remeasurements of PNBD   ($41,155) $983  $527,255 ($144,008)  

 

$486,100 ($143,026) 

Final net liability (or asset) of 
defined benefits   $257,157 $10,770  $4,834,223 $1,329,631  

 

$5,091,380 $1,340,401 
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(15) Income taxes 

 
a) Income Tax (ISR) 

 
For fiscal years 2021 and 2020, according to the Income Tax Law (LISR), the corporate tax rate of the Income Tax is 
30%. 

 
The Income Tax Law provides criteria and limits for the application of some deductions, such as the possible non- 
deductibility of payments made to related parties in case of non-compliance with certain requirements. 

 
b) As of December 31, 2021, and 2020, the Income Tax charged to income is included as follows: 

 
          2021 2020  

Current income tax $ 26,442,362 5,985,870 
Deferred income tax (2,369,920) (129,138) 
Deferred PTU (16,158,988) 0 
Total 7,913,454 $ 5,856,732 

 
c) As of December 31, 2021, and 2020, the deferred income tax is integrated as follows: 

 2021 2020 
Deferred tax assets:   

Provisions and contract obligations $44,749,861 $ 44,160,032 
Allowance for bad debt 0 0 
Allowance for obsolescence and slow movement 2,190,535 675,279 
Advance from customers and fixed assets and intangibles 1,536,567 1,896,031 

 48,476,963 46,731,342 
Less: Allowance for deferred income 

tax assets 0 
 

624,300 
Deferred income tax, net 48,476,963 $46,107,042 

 
The estimate for deferred tax assets covers 100% of the assets that arise for the allowance for uncollectible accounts 
and the allowance for obsolescence and slow turnover. 

 
The net change in the valuation allowance, for the years ended December 31, 2021 and 2020, was a reduction of 
$624,301 and an increase of $271,942, respectively. To evaluate the recovery of deferred assets, Management 
considers that part or all of them will not be recovered. The final sale of the deferred assets depends on the 
generation of taxable income during the periods in which the temporary differences are deductible. In carrying out 
this evaluation, Management considers the expected reversal of deferred liabilities, projected taxable income, and 
planning strategies. 

 
d) The following is a reconciliation between the tax rate established by law and the effective rate of income tax 
verified by the Company. 

 2021 2020 
“Expected” expense  

53,669,247 
$ 1,731,316 

Annual adjustment for inflation 0 1,074,367 
Non-deductible expenses 2,664,661 402,299 
Changes in the allowance of deferred assets 

of bad debt recovery 
 

0 
 

139,017 
Other items 28,437,226 (1,682,965) 
Income taxes expense 84,771,134 1,664,035 
Effective rate 29% 23% 
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(16) Recoverable taxes 
 

The concept of other taxes to be recovered is included in the items described in the following table: 
 

   2021 2020  
Income tax $16,364,569 16,825,991 
Value added tax 21,651,558   1,001,088

  
Total $38,061,127 $ 17,827,079 

 
 

(17) Shareholders’ equity 
 

a) Capital stock as of December 31, 2021 and 2020, is represented by common, registered shares, without par 
value, fully subscribed and paid, as shown below: 

 
 

Series Capital Shares Amount 
I Minimum, fixed 50,000 $ 50,000 
II Variable   38,357,700 38,357,700  

  38,407,700 $ 38,407,700 
 
 

b) In accordance with the provisions of the General Law of Commercial Companies, the Company must segregate 
from the net profit of each year at least 5% to increase the legal reserve until it reaches 20% of the capital stock. As 
of December 31, 2021, and 2020, the legal reserve amounts to $7,681,540 which is included in retained earnings. 

 
c) Profits distributed in excess of the balances of the CUFIN (Cuenta de Utilidad Fiscal Neta, by its initials in Spanish) 
account (Net Tax Profit Account), will be subject to the corporate Income Tax at the rate in effect on the date of 
distribution. Payment of such tax may be credited against the Income Tax. 

 
d) Dividends paid to individuals and corporate entities resident abroad on profits generated as of 2014 are subject 
to a 10% withholding as an additional tax. 

 
 

(18) Revenue 
 

During the years of 2021 and 2020, the Company's revenue is as follows: 
 

  
Luxury Cars 

 
Spare parts 

Warranties 
and Discounts 

 
Total 

 
2021 

 
1,451,076,960 

 
   130,502,530  

 
   (106,026,646) 

 
1,475,552,844 

 
2020 

 
1,293,544,424 

 
101,565,985 

 
(130,902,748) 

 
1,264,207,661 

 
 

As of December 31, 2021, revenues that are expected to be verified within the next five years related to performance 
obligations not yet paid, is $83,402,822. Such revenues come from almost all short- and long-term maintenance 
and service agreements. 
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(19) Costs and operating expenses 

 
The main items that comprise costs and operating expenses as of December 31, 2021 and 2020 are shown 
hereinbelow: 

 
   2021  

  Costo de 
venta 

Gastos de 
venta 

Gastos de 
administración 

Cost of vehicles and spare parts, net $ 1,224,439,072 - - 

Transportation and storage  22,443,379 - - 
Customs and import expenses  101,964,438 - - 
Subscriptions and insurance  (30,055)  421,445 

Advertising and marketing  - 33,527,665 - 
Public relations  - 300,000 - 
Customer Care Center  - 2,362,435 - 
Training  - 5,429,057 1,118,213 
Administrative services  - -  30,960,592 
Wages, salaries and benefits  - -     19,692,149 
Professional services  - -           4,253,698 
Employee benefits  - -              433,262 
Depreciation and amortization  - -  411,798 
Travel expenses  - -  308,802 
Social security expenses  - -           2,970,084 
Other  16,965,419 368,785 4,327,220 

 
Total 

 
$ 

1,365,782,253 41,987,942 64,897,263 

     

  Sales Cost Sales Expenses Administrative Expenses 

 
 
Cost of vehicles and spare parts, net 

 
 

$ 

 

1,086,696,735 

 
 

- 

   
 
- 

Transportation and storage  22,966,442 -   - 
Customs and import expenses  15,430,712 -   - 
Subscriptions and insurance  4,366,208 -   - 
Advertising and marketing  - 41,663,486  (91,885) 
Public relations  - 1,504,869  - 
Customer Care Center  - 1,403,734  - 
Training  - 4,891,590  144,049 
Administrative services  - -   36,085,774 
Wages, salaries and benefits  - -   3,898,857 
Professional services  - -   3,898,857 
Employee benefits  - -      2,338,967 
Depreciation and amortization  - -   177,793 
Travel expenses  - -   421,146 
Social security expenses  - -   253,798 
Other  18,494,408 3,749,895  3,382,539 

 
Total 

 
$ 

 
1,147,954,506 

 
53,213,572 

  
46,678,100 
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(20) Other income and other operating expenses 

 
As of December 31, 2021, and 2010, the concept of other income and other expenses is composed as follows: 

 
  2021 2020 
Other income:      

Car rental $  198,840  202,807 
Shielding   1,514,176  1,184,916 
Expenses reimbursement   4,654,611  7,989,955 
Other   29,059,247  5,457,341 

 $  35,426,874  14,835,019 

 
  2021 2020 
 
Other Expenses: 

   

Loss of Demo Units $ 1,419,929 (593,932) 
Damage Claims   (310,679) 
Movement and repair of units    
Product displays  - - 

Training  - - 
Other expenses    

287,805   271,565  
  

$ 
 
1,691,494  

 
(616,805) 

 
(21) Contingencies and commitments 

 
a) The Company has entered into agreements for the provision of services with related companies, wherein such 
companies undertake to provide the administrative services required for their operation. Such agreements have no 
expiration date. The amounts paid for this concept were of $ 32,246,451 in 2021 y $36,802,186  in 2020 and such 
amounts were included in the administrative expenses in the statements of comprehensive income. 

 
b) There is a contingent liability derived from employee benefits; it is mentioned in Note 3 (i). 

 
c) In accordance with the current tax legislation, the competent authorities have the power to review up to five fiscal 
years prior to the last income tax return filed. 

 
d) In accordance with the Income Tax Law, companies that carry out transactions with related parties are subject to 
tax limitations and obligations, in terms of determining agreed prices, since they must be comparable to those that 
would be used with independent parties in comparable transactions. If the tax authorities review the prices and 
reject the amounts determined, they could request, in addition to the applicable tax and corresponding legal 
accessories (adjustments and overdue interest), and fines on the omitted contributions, which could be up to 100% 
on the updated amount of contributions. 

 
e) On November 28, 2018, the General Director of Inspection to Sources of Pollution of the Federal Attorney for 
Environmental Protection sanctioned the Company through according to the provisions of official communication 
No. PFPA03.2 / 2C27.1 / 00082/18/0027 providing a fine of $15,000,063. In December 19, 2018, the Company filed a 
judicial review against the abovementioned fine. 
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On January 20, 2020, the Federal Attorney for Environmental Protection resolved by means of an Administrative 
Resolution, the nullity of the administrative resolution in terms of official communication number PFPA03.2 / 
2C27.1/00082/18/0027, in order for the authority to issue a new administrative resolution duly founded and 
motivated considering the economic conditions of the Company 

 
 

(22) Subsequent Event – 
 
 

Due to the implementation of the labor reform, Jaguar Land Rover Servicios SA de CV migrated its employees to its 
related party Jaguar Land Rover Mexico SAPI de CV. Since the purpose of the company was to provide services to its 
related party, which have been prohibited as a result of the labor reform, the administration has decided to cease 
operations (personnel services / outsourcing) and carry out the merger with its related party Jaguar Land Rover México 
SAPI SA de CV. As of the date of issuance of this document, such merge has not been carried out, so it is estimated to be 
initiated and completed during the month of June 2022. 
 
 

 
 
 
 

Luis Reyes Martín Galvez 
    Finance Director General Accountant 


