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AMENDMENT TO THE SOCIAL SECURITY LAW AND TO
THE RETIREMENT SAVINGS SYSTEMS LAW:

INCREASE TO EMPLOYERS’ CONTRIBUTIONS, REDUCTION OF CONTRIBUTION WEEKS
FOR THE GUARANTEED PENSION AND LIMITATION TO THE MANAGEMENT FEES OF
PENSION FUND MANAGERS.

On July 22, 2020, the Executive Branch announced the initiative proposal of amendment to the Social Security Law (“SSL”)
and to the Retirement Savings Systems Law (“RSSL”), which, as informed, was discussed and agreed with the Business
Coordinating Council and the Employees Confederation of Mexico (CTM).

In September 2020, the initiative was filed before the Legislative Chamber, and once the draft was discussed, the Congress
approved the initiative for its enactment. This decree was published in the Official Gazette of the Federation on December
16 of this 2020.

This amendment’s purpose is to: (i) increase the contribution to the savings for the retirement of the employees for concept
of old-age severance, being the employer who will assume such increase; (ii) modify the social fee granted by the Federal
Government; (iii) reduce from 1,250 to 1,000 contribution weeks for the obtention of a guaranteed pension; (iv) modify the
amount of the guaranteed pension; and (v) limit the management fees of the Pension Fund Managers (“AEORES” for its
initials in Spanish).

(i) Increase to the Employers’ Contribution.

Before this amendment, employers were obliged to contribute (i) for concept of retirement, the equivalent amount to 2%
of the base salary of contribution of the employee, and (ii) for concept of old-age severance, 3.150% of the base salary of
contribution.

As of the date in which the amendment will enter into force, the employers will temporarily continue to contribute for concept
of retirement 2% of the base salary of contribution of the employee and shall increase the contributions for concept of old-
age severance, from 3.150% to 11.875%.

The percentage of this contribution will depend on each employee’s income, from 3.150% of base salary of contribution
for the employees with an income of 1 Minimum Wage (“SM” for its initials in Spanish) until 11.875% of the base salary of
contribution for employees with income of 4.01 Updating Measurement Units (“UMASs” for its initials in Spanish) and forward,
as described below:
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Base salary of contribution of the employee Employers’ contribution
1.0 SM* 3.150%
1.01 SM to 1.50 UMA** 4.202%
1.51 to 2.00 UMA 6.552%
2.01 to 2.50 UMA 7.962%
2.51 to 3.00 UMA 8.902%
3.01 to 3.50 UMA 9.573%
3.51 to 4.00 UMA 10.077%
4.01 UMA and above 11.875%

The increase to the employer’s contribution will not be directly effective as of the date the amendment enters into force. In
the transitional articles thereof is foreseen a progressive application in time, gradually as of January 1, 2023 until year 2030,
in accordance with the following table:

Basesoayol 2023 2024 2025 2026 2027 2028 2029 2030

contribution

1.0 SM* 3.150% 3.150% 3.150% 3.150% 3.150% 3.150% 3.150% 3.150%

1.01 SM to 1.50 UMA** 3.281% 3.413% 3.544% 3.676% 3.807% 3.939% 4.070% 4.202%

1.51 to 2.00 UMA 3.575% 4.000% 4.426% 4.851% 5.276% 5.701% 6.126% 6.552%
2.01 to 2.50 UMA 3.751% 4.353% 4.954% 5.556% 6.157% 6.759% 7.360% 7.962%
2.51 to 3.00 UMA 3.869% 4.588% 5.307% 6.026% 6.745% 7.464% 8.183% 8.902%
3.01 to 3.50 UMA 3.953% 4.756% 5.559% 6.361% 7.164% 7.967% 8.770% 9.573%
3.51t0 4.00 UMA 4.016% 4.882% 5.747% 6.613% 7.479% 8.345% 9.211% 10.077%
4.01 UMA and above 4.241% 5.331% 6.422% 7.513% 8.603% 9.694% 10.784% 11.875%

(i) Government Contributions and Social Fees.

In accordance with the approved amendment, the Government contribution of 7.143% of the total of the employers’
contributions for concept of old-age severance is eliminated and the way to calculate the amount of the social fee in charge
of the Federal Government is modified.

Previously, the Federal Government granted on a monthly basis, to such employees that earn until 15 times the minimum
wage in force in Mexico City, a social fee for an initial amount equivalent to 5.5% of the minimum general wage of Mexico
City, for each day of contribution wage of the employee.

As of January 1, 2023, the amount of employees with access to such fee is reduced, and the way to calculate such amount
is modified. In the new legal framework, the Federal Government will monthly contribute, to the employees that have income
until four UMAs, a social fee from $10.75 Mex.Cy. for the employees with a base salary of contribution of 1 Minimum Wage
and until $6.25 Mex.Cy. for such employees with a base salary of contribution of 3.51 to 4 UMAs. These amounts will be
modified quarterly in accordance with the National Consumer Price Index (“INPC” for its initials in Spanish).

*Minimum wage

** “Unidad de Medida y Actualizacién”
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Base salary of contribution of the employee Social Fee

1.0 SM* $10.75

1.01 SM to 1.50 UMA** $10.00

1.51 to 2.00 UMA $9.25

2.01t0 2.50 UMA $8.50

2.51 t0 3.00 UMA $7.75

3.01to 3.50 UMA $7.00

3.51 to 4.00 UMA $6.25

The provisions related to the social fee hereinbefore described will enter into force as of January 1, 2023. Notwithstanding
the foregoing, from January 1 to December 31, 2023, the Federal Government for concept of old-age severance, will
monthly contribute an amount for each day of salary of contribution, as social fee for the employees that have income from
4.01 to 7.09 UMAs, in accordance with the following table:

Base salary of contribution of the employee Social Fee
4.01to 5 UMA** $2.45
5.01t0 6 UMA $1.80
6.01 to 7.09 UMA $1.00

(iii) Guaranteed Pensions

Regarding the guaranteed pensions, the provisions are modified with the principal purpose to allow a greater number of
employees to have access to such pensions, in view that the contribution weeks are reduced from 1,250 to 1,000 to be
entitled to receive such pension. Furthermore, the amount of the guaranteed pension is modified and will be calculated
based on: (i) age, (ii) average of the base salary of contribution during the affiliation of the employee in the Mexican Institute
of Social Security (“IMSS” for its initials in Spanish), and (iii) the contribution weeks of the employee. Such guaranteed
pension will be from $2,622 Mex.Cy. until $8,241 Mex.Cy., amounts that will be updated annually on February in accordance
with the INPC. The calculation will be carried out based on the following table:

*Minimum wage

** “Unidad de Medida y Actualizacién”
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Weeks of contribution

1,250
1,000 | 1,025 | 1,050 | 1,075 | 1,100 | 1,125 | 1,150 | 1,475 | 1,200 | 1,225 or
more
Base salary
of Age Guaranteed monthly pension in pesos
contribution
60 2622 | 2,716 | 2,809 | 2,903 | 2997 | 3,09 | 3,184 | 3,278 | 3,371 3,465 | 3,559
61 2,660 | 2,753 | 2,847 | 2,941 3,034 | 3,128 | 3,221 3315 | 3,409 | 3,502 | 3,596
. 62 2,679 | 2,791 2,884 | 2,978 | 3,072 | 3,165 | 3259 | 3,353 | 3,446 | 3,540 | 3,634
1 SM* to 1.99
UMA* 63 2,734 | 2,828 | 2922 | 3015 | 3,109 | 3203 | 3,296 | 3,390 | 3484 | 3577 | 3,671
64 2,772 | 2,866 | 2,959 | 3,053 | 3,147 | 3,240 | 3,334 | 3427 | 3521 3,615 | 3,708
B50or | 2809 | 2903 | 2997 | 3,09 | 3,184 | 3,278 | 3,371 3,465 | 3,559 | 3,652 | 3,746
60 3,409 | 3,530 | 3,652 | 3,774 | 3,896 | 4,017 | 4139 | 4,261 4,383 | 4,504 | 4,626
61 3,457 | 3,579 | 3,701 3,823 | 3,944 | 4066 | 4,188 | 4,310 | 4,431 4,553 | 4,675
62 3,506 | 3,628 | 3,750 | 3,871 3993 | 4115 | 4237 | 4358 | 4480 | 4602 | 4,724
2.0t02.99
UMA 63 3555 | 3,677 | 3,798 | 3,920 | 4,042 | 41164 | 4,285 | 4,407 | 4,529 | 4,651 4,772
64 3604 | 3,725 | 3,847 | 3,969 | 4,001 4212 | 4334 | 4,456 | 4577 | 4699 | 4,821
BSor | 3652 | 3,774 | 3,896 | 4017 | 4,139 | 4261 | 4383 | 4,504 | 4,626 | 4748 | 4870
60 4195 | 4345 | 4,495 | 4645 | 4795 | 4945 | 5094 | 5244 | 5394 | 5544 | 5694
61 4,255 | 4,405 | 4555 | 4705 | 4,855 | 5005 | 5154 | 5304 | 5454 | 5604 | 5754
62 4315 | 4465 | 4615 | 4765 | 4915 | 5064 | 5214 | 5364 | 5514 | 5664 | 5814
3.0t03.99
UMA 63 4375 | 4525 | 4675 | 4825 | 4975 | 5124 | 5274 | 5424 | 5574 | 5724 | 5874
64 4,435 | 4585 | 4,735 | 4885 | 5034 | 5184 | 5334 | 5484 | 5634 | 5784 | 5933
6o0r | 4495 | 4,645 | 4795 | 4945 | 5004 | 5244 | 5394 | 5544 | 5964 | 5844 | 5993
60 4982 | 5160 | 5338 | 5516 | 5694 | 5872 | 6,050 | 6,228 | 6405 | 6,583 | 6,761
61 5053 | 5,231 5409 | 5587 | 5765 | 5943 | 6,121 6,299 | 6,477 | 6655 | 6,832
62 5124 | 5302 | 5480 | 5658 | 5836 | 6014 | 6192 | 6370 | 6548 | 6,726 | 6,904
4.0 t0 4.99
UMA 63 5,196 5,373 5,551 5,729 5,907 6,085 6,263 6,441 6,619 6,797 6,975
64 5267 | 5445 | 5623 | 5801 5978 | 6,156 | 6,334 | 6512 | 6690 | 6,868 | 7,046
6oor | 5338 | 5516 | 5694 | 5872 | 6,050 | 6,228 | 6405 | 6,583 | 6,761 6,939 | 7,117
60 5769 | 5975 | 6,181 6,387 | 6593 | 6,799 | 7,005 | 7,211 7417 | 7,623 | 7,829
61 5,851 6,057 | 6,263 | 6469 | 6675 | 6,881 7,087 | 7,293 | 7,499 | 7,705 | 7,911
30 LA 62 5933 | 6,140 | 6,346 | 6,552 | 6,758 | 6,964 | 7,170 | 7,376 | 7,582 | 7,788 | 7,994
and above 63 6,016 | 6222 | 6428 | 6634 | 6840 | 7,046 | 7,252 | 7,458 | 7,664 | 7,780 | 8,076
64 6,098 | 6,304 | 6510 | 6,716 | 6922 | 7,128 | 7,334 | 7,540 | 7,746 | 7,953 | 8,159
6oor | 6181 | 6,387 | 6593 | 6799 | 7,005 | 7,211 | 7417 | 7,623 | 7,829 | 8035 | 8241

*Minimum wage

** “Unidad de Medida y Actualizacién”
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As of the date in which the reform will enter into force, 750 contribution weeks will be the minimum to be entitled to obtain
the guaranteed pensions, and 25 weeks will be annually increased until achieving those set forth in the amendment, in
accordance with the following table:

Year Weeks of contribution

2021 750 775 800 825 850 875 900 925 950 975 1,000 or more
2022 775 800 825 850 875 900 925 950 975 1,000 1,025 or more
2023 800 825 850 875 900 925 950 975 1,000 1,025 1,050 or more
2024 825 850 875 900 925 950 975 1,000 1,025 1,050 1,075 or more
2025 850 875 900 925 950 975 1,000 1,025 1,050 1,075 1,100 or more
2026 875 900 925 950 975 1,000 1,025 1,050 1,075 1,100 1,125 or more
2027 900 925 950 975 1,000 1,025 1,050 1,075 1,00 1,125 1,150 or more
2028 925 950 975 1,000 1,025 1,050 1,075 1,100 1,125 1,150 1,175 or mores
2029 950 975 1,000 1,025 1,050 1,075 1,100 1,125 1,150 1,175 1,200 or more
2030 975 1,000 1,025 1,050 1,075 1,00 1,125 1,150 1,475 1,200 1,225 or more

(iv) Limitation to Management Fees of the AFORES.

In addition to the foregoing, the AFORES management fees are limited based on the international standards of the United
States of America, Columbia and Chile, and in accordance with the policies and criteria to be issued by the Government
Board of the National Commission of the Savings Fund for Retirement in such regard. This Commission will have a term of
30 business days as of this amendment, to modify the general provisions in order to comply with this new provision.

(v) Relevant Provisions and Conclusion

Finally, pursuant to the new legal framework, authority is granted to the IMSS to dispose of the resources
contributed as of 10 years as of its enforceability, without judicial resolution needed, provided that constitutes a
sufficient reserve to attend refund applications to employees, pensioners or beneficiaries. We consider that this
authority granted to the IMSS breaches rights, having considered that the pension rights are imprescriptible.

The modification to the financial regime of old-age severance impose additional economic burdens to the
employers, that we estimate shall be absorbed and assumed as part of the compensation load that from time
to time will be negotiated with the employees and/or unions. Doubtlessly, this represents an improvement to the
retirement system in attention to the demographic curves of the economically active population, considering that
the positive curve finalizes in 2030 and, therefore, after such breaking point, the possibility to fund the pensioners
by the active employees will no longer be viable.
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