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1) GENERAL INFORMATION

1.1) Glossary of Terms and Definitions

The following glossary includes the definitions of the main terms and abbreviations used in this Annual Report:

“Alestra” | Alestra, S. de R.L. de C.V., which was merged into the Issuer on May 1, 2017. Prior to the
Alestra Merger, Alestra was the IT and telecommunications business unit of Alfa.
Commercial name of Axtel’s Services Business Unit.

“ALFA” | Alfa, S.A.B. de C.V., Axtel’s major shareholder
“ALTAN” | ALTAN Redes, S.A.P.l. de C.V., winner consortium on November 17, 2016 of the

international contest promoted by Mexico’s Ministry of Communications and Transport
(SCT) for the construction and operation of a nationwide 4G wholesaler network.

On January 17, 2017, the SCT through the Investments in Telecommunications Promoting
Organism (PROMTEL) and the Federal Telecommunications Institute (IFT), granted ALTAN
a concession title for commercial use of a wholesaler network with expiration date of 20
years.

“America Movil”

América Mdévil, S.A.B. de C.V. including subsidiary and affiliate companies.

“AT&T”

AT&T Corporation, including subsidiary and affiliate companies.

“Audited Financial Statements”

The audited consolidated financial statements of the Company as of and for the fiscal years
ended on December 31, 2021, and 2020 and as of and for the years ended on December
31, 2020, and 2019.

“Avantel”

Both Avantel, S. de R.L. de C.V. and Alestra Innovacién Digital, S. de R.L. de C.V.

“Avantel Infraestructura”,
“Alestra Innovacion Digital”

Avantel Infraestructura, S. de R.L. de C.V.,, which changed its name to Alestra
Comunicacidn, S. de R.L. de C.V.; and afterwards to Alestra Innovacion Digital, S. de R.L. de
C.V.

“Axtel”, “Company”, “Issuer”

Means Axtel, S.A.B. de C.V., together with its subsidiaries, except when in context the term
Axtel refers only to Axtel, S.A.B. de C.V.

“Axtel Networks”

Commercial name of Axtel’s Infrastructure Business Unit.

“Banamex” or “Citibanamex”

Banco Nacional de México, S.A. member of Grupo Financiero Banamex and its affiliates.

“Bancomext”

Banco Nacional de Comercio Exterior, S.N.C.

“BBVA Mexico” or “BBVA”

BBVA Bancomer, S.A., Institucién de Banca Mudiltiple, Grupo Financiero BBVA Bancomer.

“Bestel”

Bestel, S.A. de C.V., a telecommunications and IT services company, subsidiary of Televisa

uBMVu

Bolsa Mexicana de Valores, S.A.B. de C.V. (Mexican Stock Exchange).

“Cablecom”

Grupo Cable TV, S.A. de C.V.

“Cablemas”

Cablemas, S.A. de C.V.

“Cablevision”

Empresas Cablevisién, S.A.B. de C.V.




“Central Switchboard”

Equipment that frees voice data and sets up connections to establish a call.

“Circular Letter”

Means the general provisions that apply to the Issuers of securities and to other
participants of the securities market, issued by the CNBV and published in the Official
Federal Gazette on Wednesday March 19, 2003, as updated from to time to time.

“CNBV” | Comision Nacional Bancaria y de Valores. (Mexican Banking and Securities Commission)
“CO,e” | CO2 equivalent (carbon dioxide), a universal measure to express in terms of CO2 the global
warming level that each of the greenhouse gases has.
“Covid-19” | Infectious disease caused by the most recently discovered SARS-CoV-2 virus. This new

virus and disease were unknown before the outbreak began in Wuhan, China, in December
2019 (Source: World Health Organization).

“CPOs”, “AXTELCPO”

Ordinary Participation Certificates, which are non-amortizable securities, issued under the
CPOs Trust, each of which represents, 7 Series “B” Class “I” Shares of Axtel’s capital stock.

“CPOs Trust”

It means the Irrevocable Trust Agreement No. 80471 named AXTEL CPO's, dated
November 30, 2005, entered between the Company, as settlor, and Nacional Financiera,
Sociedad Nacional de Crédito, Institucion de Banca de Desarrollo, Fiduciary Division, as
trustee, the purpose of which is, among others, to establish a mechanism that allows the
allocation of Shares Series B into the trust for the issuance of CPOs that are eligible for
trading in the BMV.

“CPO Trustee”

Nacional Financiera, Sociedad Nacional de Crédito, Institucion de Banca de Desarrollo,
Fiduciary Division as trustee of the CPOs Trust.

“Data Center”

A facility composed of networked computers and storage, used to organize, process, store
and disseminate large amounts of data.

“Dollars”, “US $”

Current currency of the United States of America

“EBITDA”

Defined by the Company as the result of adding to the operating (loss) income, the
depreciation, amortization and impairment of assets.

“Ethernet”

IEEE 802.3 protocol, a network protocol that controls how data is transmitted over a LAN.

“GHz” | Gigahertz (Thousands of millions of cycles per second) Frequency relative to a time unit
“ICT” | Information and Communication Technologies
“IFRS” | International Financial Reporting Standards
“IFT” | Instituto Federal de Telecomunicaciones (Federal Telecommunications Institute), industry
regulator since September 2013.
“Indeval” | S.D. Indeval Institucion para el Depésito de Valores, S.A. de C.V.
“INEGI” | Instituto Nacional de Estadistica y Geografia (National Institute of Statistics and Geography

of Mexico)

“Infrastructure Business Unit”

Axtel’s business unit that participates in the market as a neutral operator under the
commercial name Axtel Networks and provides connectivity solutions through fiber optic
to satisfy the requirements of international and national operators, data center and tower




operators, internet giants and content and cloud providers, as well as for Axtel’s Services
Business Unit.

“IP” | Internet Protocol
“IT” | Information Technologies
“KIO” | The following companies, together or individually: SixSigma Networks México, S.A. de C.V.;
Fundacién KIO, A.C; Wingu Networks, S.A. de C.V.; SM4RT Security Services, S.A. de C.V.;
Metro Net, S.A.P.l. de C.V.; Metro Net Hosting, S. de R.L. de C.V.; Operadora Metronet, S.
de R.L. de C.V.; MasNegocio.com, S.A.P.I. de C.V.; Servicios de TI, S.A.; Servicios de TI,
Dominicana, S.C., S.A.S. and Servicios de Tecnologias de Informacién de Mision Critica, S.A.
“LAN” | Local Access Network
“LFTR” | Ley Federal de Telecomunicaciones y Radiofusién (Federal Telecommunications and
Broadcasting Law) published in the Official National Gazette on July 14, 2014 and effective
since August 13, 2014
“Libor” | London Interbank Offerred Rate.
“LMV” | Ley del Mercado de Valores (Mexican Securities Market Law) published in the Official

National Gazette on December 30, 2005, as amended from to time to time.

“Mass Market Segment”

Business segment consisting of residential customers and micro / small businesses, to
which Axtel provided voice, data and video services (pay television) through its fiber
network (FTTx) or wireless network.

On December 17, 2018, Axtel sold most of this segment to Televisa, and on May 11, 2019,
Axtel sold the rest to Megacable. For more information see section 1.3) Recent relevant
events of this Annual Report.

“Megacable”

Megacable Holdings, S.A.B. de C.V. including subsidiary and affiliate companies.

“Merger between Alestra and Axtel”

Means the merger between Axtel and Onexa that became effective on February 15, 2016,
as of which date Alfa became the majority owner of Axtel and Alestra became a wholly
owned subsidiary of Axtel.

“México”

United Mexican States.

“MHz”

Megahertz. Frequency in millions of cycles per Second. In radio, it refers to the number of
oscillations of electromagnetic radiation per second.

ttNAVEu

Axtel’s corporate incubator focused on identifying and developing start-ups and scale-ups.

“Onexa”

Onexa, S.A. de C.V., the parent company of Alestra, which merged into Axtel, S.A.B. de C.V.
on February 15, 2016. Prior to the Merger between Alestra and Axtel, Onexa was a wholly
owned subsidiary of Alfa.

”peSOS”, ”M.N.", usnl or ”PS."

Current legal currency in Mexico

“POPs”

Point of Presence, strategic point (physical place) where services are concentrated, it may
have electronics and/or interconnections with other facilities or operators.

“Preponderant Economic Agent,
(AEP)”

On March 6, 2014, the Plenary Session of the Federal Telecommunications Institute
determined as a preponderant economic agent in the telecommunications sector the
companies América Movil S.A.B. de C.V.; Teléfonos de México, S.A.B. de C.V. (Telmex);




Teléfonos del Noroeste, S.A. de C.V. (Telnor); Radiomavil Dipsa, S.A.B. de C.V.; (Telcel),
Grupo Carso, S.A.B. de C.V.; y Grupo Financiero Inbursa, S.A.B.

“SDWAN”

Software-Defined Wide Area Network. The application of software-based network
technologies that virtualize WAN connections.

“Series “A” shares”

Ordinary shares of the Series “A”, Class “I”, nominative, without par value, representing
the fixed portion of the Company’s capital stock. At the Extraordinary General
Shareholders’ Meeting on June 21, 2016, the consolidation of all shares representing the
Company’s capital stock in a single Series was approved, through the conversion of Series
“A” shares into Series “B” shares.

“Series B shares”

Ordinary shares of the Series “B”, Class “I”, nominative, without par value, representing
the fixed portion of the Company’s capital stock.

“Services Business Unit”

Axtel’s business unit that, under the commercial name Alestra, continues to act as a
technological partner and promoter of the digitization of business customers, made up of
corporate, medium and large companies, financial institutions and government entities,
which it serves with integrated ICT solutions, integrating and managing services, such as
Managed Networks, Collaboration, Cybersecurity, Systems Integration, Cloud and Digital
Transformation.

“Shares” | Ordinary shares, nominative, without par value, representative of the capital stock of the
Company
“Softtek” | Valores Corporativos Softtek, S.A. de C.V.
“Telcel” | Radiomovil Dipsa, S.A. de C.V. and/or affiliated companies that all together are

subsidiaries of América Movil, S.A.B. de C.V.

“Telefénica Movistar”, “Grupo
Telefénica”

The following companies, together o individually: Pegaso PCS, S.A. de C.V., Baja Celular
Mexicana, S.A. de C.V., Pegaso Comunicaciones y Sistemas, S.A. de C.V., Celular de
Telefonia, S.A. de C.V., Telefonia Celular del Norte, S.A. de C.V., Movitel del Noroeste, S.A.
de C.V., and Grupo de Telecomunicaciones Mexicanas, S.A de C.V.

“Televisa”

Grupo Televisa S.A.B., including subsidiary and affiliate companies.

“Telmex”

Teléfonos de México, S.A.B. de C.V., including subsidiary and affiliate companies that are
considered subsidiaries of America Movil

“Telnor”

Teléfonos del Noroeste, S.A. de C.V.

“THe”

Interest rate applicable to credit operations in Mexico. (Tasa de Interés Interbancaria de
Equilibrio).

“Transtelco”

Transtelco Corporation

“RGUSs”

Revenue Generating Units

“\/PN”

Virtual Private Network




1.2) Executive Summary

This summary is not intended to contain all the information that may be relevant to make investment decisions on the securities
mentioned herein. Therefore, investors should read the entire Annual Report, including financial information and relative notes,
before making an investment decision. The following summary is prepared in accordance with, and is subject to, the detailed
information and financial statements contained in this Annual Report. It is recommended to pay special attention to the "Risk
Factors" section of this Annual Report to determine the desirability of making an investment in the securities issued by the Issuer.

Axtel is a Mexican company that serves its clients in their evolution towards the digital transformation of their
organizations and in the creation of communication networks, offering services through two business units:
Infrastructure and Services. The Infrastructure Unit, a neutral operator under the commercial name Axtel Networks,
provides fiber optic connectivity solutions to satisfy the requirements of international and national operators, data
center and towers operators, internet giants, as well as for the Services Unit itself. On the other hand, the Services
Unit, under the commercial name Alestra, continues to act as a technological partner of more than 18 thousand
business clients, among them corporate, medium, and large companies, financial institutions and government
entities, seeking to accelerate the adoption of new generation services that contribute to the digital transformation
and evolution of their business.

Axtel has the second largest fiber network in Mexico, with an infrastructure of approximately 47,300, 23,800
kilometers of national transport (including 13,400 kilometers of capacity) and 23,500 kilometers of metropolitan
rings. The network provides Ethernet Access to 72 cities and local service in 69 cities. In addition, it has concessions
in the spectrum bands of 7, 10.5, 15, 23 and 38 GHz. Axtel provides its services through an extensive hybrid wireless
and wired local access network designed to optimize capital investments. Current options for last-mile access options
for the Company's customers include fiber optic links through its metropolitan rings and point-to-point wireless
technologies.

Axtel’s vision is to be the best alternative in the digital experience through innovation to create value, and its mission
is to enable organizations increase their productivity through digitalization. The Company’s strategic goal by operating
under two business units, Services and Infrastructure, is to serve its key markets in a differentiated manner, providing
the best experience and service, and maximize the utilization of its assets, their growth potential and the value for
shareholders. The Services Unit, Alestra, seeks to be the main digital transformation enabler in Mexico; therefore, the
following business strategies were defined: (i) increase Alestra's market share in Digital Transformation and Value-
Added services; (ii) have the intellectual capital required to achieve the objectives of the Services Unit; and (iii) provide
the best customer experience. Moreover, the Infrastructure Unit, Axtel Networks, seeks to be the leading neutral
fiber optic network operator in Mexico in a high-growth market; as such, the following strategies were stablished: (iv)
become a strong long-term profitability vehicle; (v) be the main connectivity provider for mobile networks and data
centers; and (vi) be highly efficient and agile through the digitalization of processes and operations.

The Company was incorporated under the corporate name of Telefonia Inaldmbrica del Norte, S.A. de C.V., by means
of public deed number 3,680, on July 22, 1994. In 1999, the Company changed its corporate name to Axtel, S.A. de
C.V. Derived of certain amendments in the LMV, on December 4, 2006, the Company transformed into Axtel, Sociedad
Anodnima Bursatil de Capital Variable or S.A.B. de C.V. in compliance with the requirements and timeline of the LMV.

Since December 2005, Axtel's CPOs are traded in the BMV, so the Company periodically publishes its corporate,
operating and financial information, which can be accessed in the web page of the BMV at www.bmv.com.mx.
Likewise, the same information can be accessed in Axtel's web pages at axtelcorp.mx and alestra.mx, including
information regarding its products and services.

On October 1, 2015, the Company, ALFA, Onexa and Alestra signed an agreement of understanding to merge the
operations of Axtel and Alestra, creating a stronger competitor in the telecommunications market in Mexico. On
December 3, 2015, ALFA, Onexa, Alestra and Axtel signed the definitive agreements, subject to the corresponding
corporate and regulatory approvals, to carry out the merger of Axtel and Onexa. On January 15, 2016, Axtel and Onexa
held Extraordinary Shareholders' Meetings where the merger was approved, and the members of the Board of



Directors, the CEO and the Audit and Corporate Practices Committee were appointed. After completing the legal,
operational and financial review process, and obtaining authorizations from the authorities, the transaction became
effective on February 15, 2016, date on which ALFA became the majority shareholder of Axtel, receiving
9,668,965,488 Series B Class | shares, extinguishing the merged company and surviving only the merging entity under
its current corporate name Axtel, S.A.B. de C.V. ("the merger" or "the merger between Axtel and Alestra").
Consequently, Alestra became 100% subsidiary of Axtel.

In accordance with the resolutions adopted by the Extraordinary Shareholders’ Meeting held on January 15, 2016
aforementioned, on July 18, 2017 Axtel announced the additional delivery of 1,019°287,950 Series “B” Class “I” shares
to ALFA, titles held in the treasury department as a result of applying an average exchange rate formula between the
Mexican Peso and US Dollar, considering an eighteen-month period as of January 15, 2016

After finalizing the sale of most of the mass market fiber business in late 2018, Axtel completed the divestment of
this business in its entirety in 2019. In addition, in 2019, Equinix Inc., world leader in data centers, acquired the
operations and assets of three Axtel data centers.

With respect to the twelve-month period ended December 31, 2021, Axtel generated revenues of Ps. 11,389 million
and registered an operating income and EBITDA of Ps. 292 million and Ps. 3,793 million, respectively. In 2021, 41% of
the Flow came from the Services Unit, while 59% came from the Infrastructure Unit. Axtel registered a loss before
taxes of Ps. 1,149 million and a net loss of Ps. 797 million. At the end of 2021, the Company had cash for Ps. 1,614
million and total debt (including accrued interest) of Ps. 13,426 million.

During 2020, Axtel’s revenues reached Ps. 12,356 million, operating profit and EBITDA totaled Ps. 2,773 million and
Ps. 6,327 million, respectively, which include Ps. 2,021 million of benefit from the data centers divestment. Excluding
the benefit from the divestment of data centers, 45% of EBITDA arose from the Services Unit, while 55% came from
the Infrastructure Unit. Axtel recorded a pre-tax profit of Ps. 1,154 million, a net profit of Ps. 361 million. At the end
of 2020, cash totaled Ps. 3,124 million, restricted cash totaled Ps. 262 million, which was released in January 2021,
and total debt (including accrued interest) reached Ps. 15,389 million.

Finally, during 2019, Axtel generated income, operating profit and EBITDA in the amounts of Ps. 12,784 million, Ps.
774 million and Ps. 4,466 million, respectively. Axtel recorded a pre-tax loss of Ps. 353 million, a net profit from
discontinued operations of Ps. 324 million and a net loss of Ps. 14 million. At the end of 2019, cash totaled Ps. 858
million and total debt (including accrued interest) reached Ps. 14,834 million.

The financial information of the Company is detailed in subsection 3) FINANCIAL INFORMATION of this Annual Report.

Regarding the performance of the CPO, as of December 31, 2021, 2020 and 2019, the Company's share (AXTELCPO)
closed at Ps. 3.87, Ps. 6.23 and Ps. 3.07 respectively. See details throughout the years in Section 5.2) Stock
Performance in the Stock Market.

At the date of this Annual Report, the Company has a total of 19,824,236,117 ordinary, nominative, without par value
Series “B” Class “I” shares, fully subscribed and paid; being ALFA entitled with 53.9% of the capital stock. At present,
Axtel’s capital stock does not have issued or subscribed shares in its variable part. It is informed that Axtel is currently
working on the requests to update its shares registry and ordinary certificates in Registro Nacional de Valores, derived
from the agreements of the Extraordinary General Shareholders’ Meeting in March 7, 2022, through which the
cancelation of 424,991,364 shares was approved, equivalent to 60,713,095 AXTELCPOs, related to the share
repurchase program. See section 1.3) Important recent events of this Annual Report.

The Company’s headquarters are located in Munich 175, Colonia Cuauhtémoc, San Nicolas de los Garza, Nuevo Ledn,
México, C.P. 66450. Its telephone number is (+52) (81) 8114-0000 and its web page is axtelcorp.mx.



1.3) Recent Relevant Events

2022
Appointment in General Management

On April 27, 2022, Axtel announced that Armando de la Pefia Gonzalez was appointed as CEO effective May 1st, 2022.
On April 26th, Axtel’s Board of Directors unanimously approved this appointment. Eduardo Escalante Castillo, Axtel’s
Acting CEO since January 22, 2021, will return full-time to his responsibilities as ALFA’s CFO.

Share Repurchase Program — Axtel’s Annual General Ordinary Shareholders’ Meeting on March 7, 2022
At the General Ordinary Shareholders' Meeting held on March 7, 2022, it was approved that the maximum amount
of resources to be used for the repurchase program during fiscal year 2022 would be Ps. 200 million.

Cancellation of Shares — Axtel’s Extraordinary Shareholders’ Meeting on March 7, 2022

At the Extraordinary Shareholders’ Meeting celebrated on the 7™ of March, 2022, it was approved the cancelation of
424,991,364 ordinary shares, nominative, without expression of nominal value, of Class "I", Series "B" representative
of the Axtel’s capital stock, equivalent to 60,713,052 AXTELCPOs, held in the Company’s treasury from the share
buyback program. As a consequence of such cancellation, it was resolved to carry out the reduction in the fixed part
of the Company’s capital stock by the total amount of Ps. 9,747,045.18; amount equal to the theorical value of the
canceled shares, remaining such capital stock fixed part at $454,620,882.31.

Reform Second Clause of the Bylaws — Axtel’s Extraordinary Shareholders’ Meeting on March 7, 2022

In accordance with the resolutions adopted in the Extraordinary Shareholders’ Meeting held on March 7, 2022, it was
approved to amend the Second Clause text of Axtel’s bylaws, relative to the corporate purpose, to adjust it to the
labor legislative reforms, by which sections a) and b) are adjusted, the text from the those subsections remaining as
indicated below:

“SECOND. — The corporate purpose of the Company will be the following: a) Operate and exploit a public
telecommunications network, the provision of telecommunications services through wired or wireless technologies,
as well as using, take advantage of, exploit spectrum frequency bands, infrastructure rights of use, dark fiber lease,
integration and management of connectivity solutions, cybersecurity, internet of things, managed information and
collaboration technologies, integration of turnkey projects and integration and management of data center solutions
as well as the administration of telecommunications infrastructure projects and turnkey projects. b). —
Commercialization, distribution, export, and sale of all kinds of telecommunications, computer and electronic
equipment, and the acquisition and/or operation of telecommunications equipment and installations, national and
international and of any type of technology...”

2021
COVID-19 impacts

On March 11, 2020, the World Health Organization declared the infectious disease virus SARS-COV2 (hereinafter,
“COVID-19”) a pandemic. COVID-19 had and continues to have strong impacts on the health, economic and social
systems on a global scale.

The company, through its subsidiaries, has taken actions to counteract the effects that COVID-19 on the economic
markets in which it participates, focusing on strengthening operating and financial performance, through constant
monitoring of its cost structure, key business processes and a commitment with its collaborators through a special
focus on the redefinition and capitalization of the experiences related to the remote work scheme; maintain a solid
liquidity structure, through a detailed management of cash flow; and a constant monitoring of its financial position,
in order to ensure compliance with the stipulated covenants and its key financial ratios.

During the year ended on the 31°t of December 2021, the impacts directly attributable to COVID-19 were negative.
Revenues in 2021 decreased when compared to 2020 by Ps. 55 million mainly due to the negative effects of the global



semiconductor shortage and logistic delays, which translates into the cancelation of time-sensitive projects and a
general delay in the implementation of projects.

As of the date of the present Annual Report, the Company continues monitoring the development of its business,
complying with government regulations and responding promptly to arising changes.

Succession in General Management

OnJanuary 22, 2021, Rolando Zubiran Shetler, CEO of the Company reported the beginning of the succession process
of the General Management, having decided to take his retirement benefits and retire. Axtel's board appointed
Eduardo Escalante Castillo as Acting CEO as of this date, and during the selection process of the new Axtel’s CEO.

Debt Prepayment (Senior Notes 2024)

On March 3, 2021, the Company prepaid $1,197,210 (USS60 million) of the principal of the Senior Notes maturing in
2024 and a coupon of 6.375% (the "Notes"), to strengthen its financial structure and reduce financial expenses.

After the prepayment, the remaining principal on the Notes is US$440 million. The partial prepayment was made with
cash funds obtained from the data center transaction in 2020.

Stock buyback program - Axtel’s Ordinary General Shareholders’ Meeting of March 5, 2021

At the Ordinary General Shareholders’ Meeting held on March 5, 2021, shareholders of Axtel approved, among other
issues, that the maximum amount of resources to be used for the stock buyback during 2021 was Ps. 200 million.

Credit renewal with Export Development Canada

On May 25, 2021, the Company entered into an agreement with Export Development Canada for the renewal of the
bilateral revolving credit for up to USS50 million, or its equivalent is pesos, extending the maturity from June 2021 to
June 2024. As of December 31, 2021, USS27 million and Ps. 50 million were the drawn amount from such credit. For
the part in pesos, interest is payable at a monthly rate of TIIE 28D + 1.75%, while for the part in dollars, it is payable
at a monthly rate of Libor 1M + 2.00%.

Debt Prepayment

On September 27, 2021, the Company prepaid Ps. 400 million (US$20 million) of the principal amount of the credit in
dollars maintained with Export Development Canada maturing in 2024 and with an interest rate of Libor 1M + 2.00%.
After the prepayment, the principal amount of the dollars debt portion is USS$27 million.

Impairment in shares investment and accounts receivable from Altan Redes S.A.P.l. de C.V. (“Altan”)
The company has a stock ownership equivalent to 1.96% of Altan’s capital stock as of December 31, 2021, 2020, and
2019. Moreover, Axtel is Altan's telecommunications and IT service provider.

On November 12,2021, Altan was declared in concurso mercantil and from the day of the publication of the resolution
in the “Diario Oficial de la Federacién” Altan has an initial conciliation period of 185 calendar days that can be
extended for two more periods of 90 calendar days.

As a result of the foregoing, Management recognized a deterioration of the value of its investment for Ps. 290 million
(See note 25 of the Audited Financial Statements). As of December 31, 2021, 2020, and 2019, the balance of the
accounts receivable from Altan amounts to Ps. 304 million, Ps 131 million and Ps. 106 million, respectively, without
value added tax. Additionally, the Company has a document receivable from Altan for Ps. 20 million.



2020
COVID-19 impacts

As a result of COVID-19, Axtel began operating under three main priorities, the safety and well-being of all employees,
the needs and support of customers, as well as the continuity of the business and operations.

The Company's operations have not been interrupted as a result of the COVID-19 pandemic and it has led to increased
demand for products that enable customers to sustain remote and virtual interactions, such as connectivity, network
access, cybersecurity perimeters and cloud solutions, among others.

The impacts of COVID-19 were mainly reflected in a Ps. 23 million increase in revenues of the enterprise segment
related to the growth of bandwidth services. On the other hand, revenues declined of Ps. 40 million and working
capital investment totaled Ps. 63 million due to granting longer payment term to clients.

Final closing of agreement with Equinix

On January 8, 2020, Axtel announced the closing of its strategic agreement with Equinix to enhance its IT and cloud
solutions. As announced on October 3™, 2019, Equinix acquired the operations and assets of three Axtel data centers,
two located in Queretaro and one in the metropolitan area of Monterrey. Valuation for this transaction represents
US $175 million, settled in cash, except for US $13 million related to an escrow, which was released on January 8,
2021. (See Notes 7 and 31 of Consolidated Financial Statements).

Excluding operating expenses and escrow amount, proceeds of approximately US $157 million were used to
strengthen the financial structure of the Company. The Company did not have an impact on the cash flow due to tax
consequences since it applied tax losses for Ps. 2,644 million.

Debt Prepayment

On February 14, 2020, the Company prepaid the entire syndicated loan held with HSBC as the leader of the
participating financial institutions for an amount of Ps. 1,320 million (US$67 million). As a result of this prepayment,
the Company immediately recognized in the consolidated statement of income the costs of obtaining debt that were
pending amortization as of that date for Ps. 8 million. Likewise, during fiscal year 2020, the Company made payments
to ALFA S. A. B. de C. V. of Ps. 703 million and Ps. 10.6 million for principal and interest, respectively.

2019

Sale of data centers

On October 3, 2019, Axtel entered into an agreement with Equinix, Inc. (Equinix) to strengthen its colocation,
interconnection, and cloud solutions by entering into two agreements, the definitive closing of this transaction took
place on January 8, 2020. Equinix acquired a new subsidiary entity of Axtel, which houses the operations and assets
of three data centers, two of these data centers are in Querétaro and one in the metropolitan area of Monterrey.
Axtel maintains a non-controlling shareholding over the new subsidiary entity.

The amount of the transaction is US $175 million settled in cash, except US $13 that will be receivable in the short
term. The rest of the data centers owned by Axtel, located in Monterrey, Nuevo Ledn and Guadalajara, Jalisco, are
not part of this transaction.

Debt prepayment

On May 7, 2019, the Company prepaid a portion of the syndicated loan held with HSBC as the leader of the
participating financial institutions in the amount of Ps. 250 million, and the disposed portion of the Committed Line
with Export Development Canada of Ps. 300 million. It also made payments to ALFA S.A.B. de C.V. of Ps. 917 million



and Ps. 320 million for principal and interest, respectively. As a result of this prepayment, the Company immediately
recognized the outstanding debt costs as of that date of Ps. 8 million.

Mass market segment sale

On May 1, 2019, the Company divested its Mass Market segment in the cities of Leon, Puebla, Toluca, Guadalajara
and Querétaro, to Megacable Holdings, S.A.B. de C.V. and its subsidiaries (“Megacable”) through the sale figure of
residential and microbusiness customers, fiber optic network and other assets related to the operation of the
segment in these cities in exchange for Ps. 1,150 million, thus concluding the fiber optic mass market segment sale,
process which started with the sale to Televisa in December 2018. Axtel recognized a gain of Ps. 519 million, which is
presented under discontinued operations within the consolidated income statement. The Company did not have an
impact on cashflow due to tax consequences, since it applied tax losses that were pending amortization of Ps. 730
million.

Finally, as explained in Note 22 of the Consolidated Financial Statements, the operations subject to the transaction
are presented as discontinued operations to reflect the results from January 1 to May 1, 2019, as required by IFRS.
Additionally, such note identifies the balances of assets and liabilities that were disposed of at the date of the
transaction, as well as the cash flows generated by the operation disposed of until the date of sale in 2019.

Merger between Avantel and Servicios Alestra - Axtel’s Extraordinary General Shareholder Meeting of February 26,
2019

At the Extraordinary General Shareholder Meeting held on February 26, 2019, shareholders of the Company resolved
to merge by incorporation the subsidiaries Avantel, S. de R.L. de C.V. and Servicios Alestra, S.A. de C.V., as the merged
entities, in Axtel, S.A.B. de C.V., as the merging entity.

Stock buyback program - Axtel’s Ordinary General Shareholder Meeting of February 26, 2019

At the Ordinary General Shareholder Meeting held on February 26, 2019, shareholders of Axtel resolved that the
maximum amount of resources to be used for the stock buyback during 2019 was Ps. 150 million.



1.4) Risk Factors

The investing public should carefully consider the risk factors described below before making any investment decisions. The risks
and uncertainties described below are not the only risks faced by the Company. The risks and uncertainties that the Company does
not know, as well as those that the Company considers at present as minor, could also affect its operations and activities.

The performance of any of the risks described below could have a material adverse effect on the Company's operations, financial
condition or results of operations.

The risks described below are intended to highlight those that are specific to the Company, but which in no way should be considered
as the only risks that the investing public may face. These additional risks and uncertainties, including those that generally affect
the industry in which the Company operates, the geographical areas in which it has presence or those risks that not considered
important, may also affect its business and investment value.

Information other than historical information included in this Annual Report reflects the operational and financial perspective in
relation to future events and may contain information on financial results, economic situations, trends and uncertain facts. The
expressions "believe," "expect," "estimate," "consider," "forecast," "plan," and other similar expressions identify such estimates. In
evaluating such estimates, the potential investor should consider the factors described in this section and other warnings contained
in this Annual Report. Risk Factors describe non-financial circumstances that could cause actual results to differ materially from
those expected based on forward-looking statements.
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1.4.1) Risks Related to the Company

Axtel operates in a highly competitive environment, it competes with companies that have greater financial
resources and experience significant pressure on rates, all of which may negatively affect its operating margins and
results of operations.

The telecommunications industry in Mexico is competitive. With the convergence of services, competition has
intensified, and Axtel competes with established telecom companies such as Telmex, Televisa, Telecom, Megacable,
Totalplay, Transtelco, among others, and Information Technology (“IT”) providers such as KIO, IBM, Scitum, Triara,
Softtek, among others.

Axtel has experienced and expects to continue experiencing pricing pressures, primarily as a result of:

e More competitive market in the “new normal”;

e focus of competitors on growing their market share;

o deployment of significant capital resources that result in rate subsidies;

e recent technological advances that allow substantial increases in the capacity of new and existing fiber optic
networks, resulting in long distance overcapacity;

e  greater participation of traditional fixed telephony service providers;

e the continued convergence and bundling of telecommunications and IT services.

If there are further declines in telecommunication services’ prices in Mexico, Axtel will be forced to competitively
react to those price declines by lowering its prices or risk losing market share, which would adversely affect its
operating results and financial position.

Certain competitors have significantly greater financial resources and scale than Axtel. In particular, America Movil’s
national network and its concessions, as well as its established customer base, give it a substantial competitive
advantage.

Axtel’s ability to generate cash flow will depend on its ability to compete in the ICT industry in Mexico.

Competition in the ICT industry has increased significantly as competitors have faced a reduction in their margins
from voice and data services. As a result, Axtel has been shifting its focus and sales efforts to new value-added and



digital transformation services, including capturing future growth in providing IT services in Mexico and connectivity
to wholesale customers. This strategy has several risks, including:
e Continuous, rapid, and significant changes in technology and new products in the field of IT, the competitive
market for connectivity services.
e Uncertainty in the political and economic environment to make investments in telecommunications.
e The highly competitive nature of the ICT market.
e The stronger competitive position and scale of some of Axtel's competitors, such as América Movil, which is
the dominant provider of telecommunications services in Mexico.
e Limited flexibility in the Mexican regulatory framework applicable to telecommunications to obtain approval
on proposed technology changes.
e  Strict, unfavorable, or delayed interpretations by regulators, in relation to the implementation of Axtel’s
services, the offering of new services, or the integration of its services; and
e Additional competition from companies providing telecom and IT services.

Axtel depends on certain important customers that generate a substantial part of its income.

Axtel has more than 18 thousand enterprise and government clients in Mexico; including national and multinational
corporations, large and medium-sized companies in the financial sector, retail, education, manufacturing, among
others, and federal, state, and local entities of the government sector. Additionally, Axtel has important wholesale
customers for its infrastructure unit.

In 2021, the top ten customers represented 26% of the Company's total sales. The two largest customers accounted
for 9% and 5% of total sales, respectively.

If a major client reduces or terminates its relationship with Axtel under the terms contemplated in the respective
contracts, it could affect the financial situation, income, and operating results of Axtel. No other customer accounted
for more than 5% of total revenues.

However, Axtel is Altan’s IT and telecommunications services provider. On November 12, 2021, Altan was declared in
concurso mercantil, which could affect the Company’s income and operating results. For more information, see
section 1.3) Recent important events of this Annual Report.

Contracts with the government segment have higher levels of uncertainty.

Government segment revenues represented 12%, 16% and 17% of total revenues for 2021, 2020 and 2019,
respectively. The agreements are subject to a higher level of uncertainty since they can be rescinded if certain
conditions are not met, and a public tender process should be carried out for an extension or direct award. In addition,
bidding processes for new contracts may or may not be postponed, depending on market conditions. The loss of
market share or income from agreements with customers in the government segment have had and could have a
negative impact on Axtel's financial condition and results of operations.

The Company may be subject to disruptions in the continuity of its services and business processes.

Axtel has the systems and infrastructure to support its business, including technologies and control processes, which
can be susceptible to interruptions due to disruptive events such as fires, floods, earthquakes, loss of electricity,
technology failures, health situations that put employees at risk, among others.

The interruption in its operations for a prolonged time, could affect its operation, and, therefore, its clients trust, its
sales and profitability. To manage this risk, Axtel has a Management System for Business and Risk Continuity, certified
by the international standards ISO 22301 and ISO 31000.

An example of the above was that, in the face of the pandemic, Axtel activated its Business Continuity protocols,
which allowed it to respond in a timely and safe manner, prioritizing the well-being of its collaborators and
maintaining the continuity of operations remotely, maintaining the levels of service and commitments established,



thus confirming its cyber resilience. However, no assurance can be given that business continuity plans will be fully
effective in the event of interruptions or failures in the Company's information technology systems.

The Company may be subject to cyberattacks, which may affect its information security.

Axtel's technologies, systems, and networks, due to their line of business, may become the target of cyberattacks that
could put its information and that of third parties for which it is responsible at risk.

To manage this risk, Axtel has an Information Security Management System certified by the international standard
ISO 27001 along with others of international recognition, a robust architecture that constantly evolves according to
new threats and existing trends, collaboration with intelligence organizations and the capabilities of its Cyber Defense
Operations Centers to face the risk of cyberattacks and respond in a timely manner.

An example of this, is that in 2020 given the rapid establishment of remote work (virtual office), and in 2022 derived
from the cyber war due to the war conflict between Russia and Ukraine, cyberattacks increased worldwide, as a result,
Axtel continues to adopt new security controls and reinforce existing measures (technologies and digital hygiene
awareness campaigns) increasing the capacity to respond to this type of events.

Although Axtel has not suffered material losses related to a cyberattack, it cannot be guaranteed that it will not occur
in the future and could negatively affect its operations or financial situation. Furthermore, if Axtel fails to prevent the
theft of valuable information, such as its financial data and/or confidential information, or if it fails to protect the
privacy of customers and/or employees’ data, the business may be adversely affected. Axtel continues to monitor
and investigate both technological and cyberattack trends to continue improving its protection measures.

Risk that investments will not generate the expected income.

In 2021, 2020 and 2019, investments in network and infrastructure and intangibles totaled Ps. 1533 million, Ps. 2,144
million, and Ps. 1,762 million, respectively. It is expected that significant additional amounts will have to be invested
to maintain and improve the network and expand capacity and business in the future, including acquisitions and the
sale of non-strategic assets. Such investments and divestments, together with operating expenses, can affect the
generation of cash flow and profitability, especially if additional revenues or efficiencies are not generated. Axtel
forecasts that, in addition to maintaining strict control in the administration of the business, continuous growth will
require attracting and retaining the necessary qualified personnel for efficient management of the growth mentioned.
If the challenges cannot be overcome, operating results and the financial situation of the Company may be affected.

If strategic suppliers stop providing services, technologies and/or equipment to Axtel, its results of operations could
be adversely affected.

Axtel's main suppliers include Cisco, Microsoft, Oracle, Fortinet, Equinix, among others. If any of these providers does
not deliver the services, technologies and / or equipment necessary for Axtel's operations, and there is no alternate
provider available, the ability to perform the necessary implementations to have the penetration and coverage sought
would be negatively affected, which could affect the operating results of the Company.

The telecommunications sector is characterized by rapid technological change, which could require Axtel to make
important capital investments to continue increasing its market share.

The telecommunications industry is subject to continuous, rapid, and significant changes to technology or access
networks and to the introduction of new products and services based on the demand by the market, as well as
characteristics of the technological alternatives available, its costs and its adaptability to the company's environment.
It is expected that new services and technologies applicable to the market will continue to emerge, making it
impossible to predict the effect of technological changes on Axtel’s business.

The systems and technologies may not be as efficient in the future as those used by competitors. Changes or advances
in alternative technologies could adversely affect the Company's competitive position, forcing a significant rate



reduction, additional capital investments and / or the replacement of obsolete technology. In case of obsolescence,
it is possible that Axtel would not be able to access new technologies at reasonable prices. To the extent that
equipment or systems become obsolete, it may be required to recognize a charge for impairment of these assets,
which could have a material effect on the business and operating results.

On the other hand, the deployment of these technologies is susceptible to delays or may not meet the expected
capabilities, which would result in slower growth and adversely affect operating results. In addition, if any of the ICT
service providers stops supplying equipment and services, or if they do not allow the necessary actions to ensure the
desired penetration and coverage, it could have a negative impact on the Company's results.

If Axtel does not successfully maintain, upgrade, and efficiently operate accounting, billing, customer service and
management information systems, it may not be able to maintain and improve its operating efficiencies.

Sophisticated information and processing systems are vital to Axtel’s operations and growth, as well as its ability to
monitor costs, render monthly invoices for services, process customer orders, provide customer service and achieve
operating goals. The Company considers it has installed the necessary systems to provide these services efficiently.
However, there can be no assurance that Axtel will be able to successfully operate and upgrade such systems, or that
these systems will continue to perform as expected. Any failure in these systems could impair the Company’s ability
to bill, collect payment from customers and respond satisfactorily to customer needs, affecting its financial condition
and results of operations.

Additionally, the separation of Axtel's operations into two business units (Alestra and Axtel Networks), implies
systems and platforms separation projects, which are being carried out with all measures so as not to affect business
continuity; however, such information migration process projects represent an additional risk to the day-to-day
operation.

A system failure could cause delays or interruptions in the services, which could cause a loss of customers.

To be successful, the Company will need to continue providing its customers reliable service over its network. Some
of the risks that our network and infrastructure are exposed to include:

e physical damage to access lines;

e  power surges or outages;

e software defects; and

e disruptions beyond the Company’s control.

Disruptions may cause interruptions in service or reduced capacity for customers, either of which could cause the loss
of customers and/or the incurrence of additional expenses.

Axtel’s operations are dependent upon its ability to protect its network infrastructure.

The Company’s operations are highly dependent on its ability to protect its network infrastructure against damages
from fire, earthquakes, hurricanes, floods, power loss, security breaches, software flaws and similar events, as well
as building networks that are not vulnerable to the negative effects of such events. The occurrence of a natural
disaster or other unanticipated problems at the facilities or at the sites of its switches, data centers or POPs could
cause interruptions in the services Axtel provides. The failure of a switch, data center or POP would result in the
interruption of services to customers until necessary repairs are done or replacement equipment is installed.
Repairing or replacing damaged equipment may be expensive. Any damage or failure that causes interruptions in
operations could have a material adverse effect on Axtel’s business, financial and operating results.

Any loss of key personnel could adversely affect the business.

Axtel's success depends, to a large extent, on the skills, experience and collaboration of the management team and
key personnel and the correct strategic decision-making on the part of the governing body. There is a lack of qualified
personnel in the Mexican market, which has increased the demand for experienced executives. Axtel's executive
management team has extensive experience in the industry, and it is very important that they continue in the



Company or be replaced by managers equally trained to maintain contractual relationships with the most important
clients, as well as the efficient operation of the business. Lack of technical, managerial and industry experience of key
employees could hamper the optimal business plan execution and could result in delays in the launch of new products,
loss of clients, and diversion of resources for the personnel’s replacement.

To guarantee that Axtel has the intellectual capital to achieve its objectives, and aware that competing companies
may be interested in its personnel, plans for retention, succession, replacement, and training of essential
competencies were developed to guarantee the continuity of its operations. However, it cannot be guaranteed that
Axtel will be able to retain or attract and hire highly trained, talented, and committed personnel in a short time, to
avoid affecting its ability to implement its business objectives.

Any deterioration in the relationships with its employees, changes in labor legislation, or the increase in labor costs
can have a negative impact on Axtel’s business, financial condition, results of operations and prospects.

At the end of 2021, Axtel had 4,237 employees in Mexico. Since Axtel sold its mass market segment in 2019, the
Company no longer has unionized personnel. The Company is prepared so that any change in labor legislation does
not generate drawbacks, it also has a 360° wellness program that supports the requirements specified in Nom 035.
Any significant increase in labor costs, deterioration of relationships in any of its locations, whether due to employee
turnover, changes in labor legislation or their interpretation, could have a material adverse effect on the business,
financial condition, results of operations and prospects.

Axtel's operations are subject to general litigation risks.

Axtel is involved in litigation on various affairs, which have continuously arisen in the ordinary course of its business,
legislative changes, state policies, the executive and regulatory activity of the competent authorities; as well as those
that are extraordinarily taking place in commercial matters as an economic consequence of the COVID-19 pandemic.

Examples of this are the regulatory definitions made by the Instituto Federal de Telecomunicaciones, in respect of
which, in general, Axtel has adopted and safeguarded, reducing the risks due to the criteria issued by the specialized
Courts and the Supreme Court of Justice of the Nation, nevertheless, such deference in favor of the Regulator may
act against Axtel in the face of a resolution adverse to the Company.

Although generally there have been good results in the litigation procedures in which the Company participates, the
trends, expenses, and results of these cannot be predicted with total certainty, while the most adverse scenarios
could have a material effect on the business, financial situation, and operation results of Axtel.

Axtel depends on the Preponderant Economic Agent (“AEP”) for the provision of telecommunications services,
including dedicated links and last mile access infrastructure, if in the future Telmex ceases to be an AEP and is
allowed to charge higher rates than those currently regulated by the Instituto Federal de Telecomunicaciones
(“IFT”), Axtel could have a material adverse effect on the business and results of operations.

Since July 4, 2014, when the LFTR was announced, the IFT determined that América Mdvil and its subsidiaries, Telmex
and Telcel, are Preponderant Economic Agents in the Telecommunications sector, imposing asymmetric regulations,
such as not charging interconnection rates for traffic that ends in their networks, sharing their infrastructure as well
as providing access to their local network. However, on August 16, 2017, the Supreme Court of Justice of the Nation
issued a resolution declaring unconstitutional a series of provisions of the LFTR related to the prohibition imposed on
Ameérica Movil of charging other companies for traffic termination services in their network.

Thus, the IFT determined the interconnection rates that fixed and mobile operators must pay to América Movil. The
resolution established that the rates will be based on international best practices, cost-oriented methodologies,
transparency, and reasonableness. The new interconnection rates came into effect as of January 1, 2018; although
operators that compete with América Mévil will not have to pay interconnection charges retroactively.

In 2019, the IFT began the process of reviewing the preponderance measures imposed on América Mévil as a holding
company of Telmex and Telcel, such process concluded in December 2020 and the existing measures such as the



functional separation of certain assets used for the unbundling of the local network and for dedicated links remain in
force. However, if the asymmetric regulation imposed on Telmex and Telcel is softened and/or eliminated in the
future, there could be a material adverse effect on the business, financial condition and results of operations of the
Company, as a consequence of a possible substantive increase of the rates of the wholesale services contracted with
América Moévil.

In December 2020, the IFT issued the second biennial review of the preponderance measures for both fixed and
mobile wireless network markets, in particular for AEP companies and subsidiaries allowing tariff freedom or less
strict price control, for regulated wholesale inputs (fiber optics from the access network and dedicated links), the
changes in the regulation can potentially have negative effects on the market, so Axtel will seek to mitigate their
effects through the necessary legal channels.

However, the IFT also imposed measures on the AEP that may have a positive impact on the market, such as the
verification of non-discrimination between companies and subsidiaries of the same economic interest group and with
respect to concessionaires that acquire wholesale inputs.

Axtel has experienced losses in the past in relation to derivative financial instruments.

Axtel enters derivative financial instruments mainly to manage the risk associated with interest rates and to fully or
partially hedge obligations contracted in foreign currency, such as debt service and investments denominated in US
Dollars. The policy is to enter derivative operations for hedging purposes only, however, some derivative financial
instruments may not qualify for hedge accounting under IFRS. The accounting for the market value of derivative
financial instruments is reflected in the comprehensive income statement.

In addition, the Company faces the risk that the creditworthiness of the counterparties in such derivative financial
instruments may deteriorate substantially. This could prevent its counterparties from fulfilling their obligations, which
would expose the Company to market risks and could have a material adverse effect.

Axtel intends to continue using derivative financial instruments in the future. As a result, additional net losses may
be incurred, and the Company may be required to make cash payments or post cash as collateral in relation to
derivative financial instruments.

Derivative financial instruments may be subject to margin calls in the event the threshold or line of credit established
by the parties is exceeded. If Axtel were to enter such derivative financial instrument contracts, the cash required to
cover such margin calls could be substantial and could reduce the funds available for its operations or other capital
needs.

Insurance coverage may not be sufficient to cover future liabilities, including claims for litigation, either due to
coverage limits or because of the insurers' denial of those obligations, which in any case, could have a material
adverse effect on the Company's business, financial condition, and results of operations.

Third party insurance coverage may not be sufficient to cover the damages that may be incurred if the amount of said
damages exceeds the amount of the insurance coverage or if the damages are not covered by Axtel’s insurance
policies. Such losses could cause unforeseen significant expenses that would result in an adverse effect on the
business, financial situation, and results of operations. In addition, insurers may seek to terminate or deny coverage
with respect to future liabilities, including claims, investigations, and other legal actions against the Company. This
could have a material adverse effect on the business, financial situation, and results of operations.



The Company has a majority shareholder, ALFA, whose interests may not be aligned with those of Axtel or its
creditors.

Axtel is a subsidiary of ALFA, which indirectly owns 53.9% of the outstanding common shares. As such, ALFA has, and
will continue to have, the power to control operations and may exercise control in a manner that differs from other
interests. The interests of ALFA may differ from the interests of minority shareholders or creditors in material aspects,
including with respect to, among others, the appointment of board members, the appointment of the CEO and the
approval of mergers, acquisitions, and other non-recurring activities. In addition, ALFA and a group of shareholders
holding a portion of Axtel's capital share have entered into a shareholders' agreement for the purpose of defining
their relationship as shareholders, as well as establishing certain restrictions on the transfer of shares between ALFA
and said shareholders. This shareholder agreement contains, among other provisions, rules for the appointment of
board members, provisions relating to matters requiring a qualified majority at shareholders' meetings and provisions
on preemptive rights. Although each of ALFA's subsidiaries determines its own business plan according to the industry
in which it operates, ALFA can exert a significant influence on Axtel's commercial strategy, administration, and
operations. Consequently, any commercial decision or changes in the global strategy of the majority shareholders
could adversely affect the Company's business, financial situation, and results of operations.

Axtel carries out transactions with different companies and dffiliates, which could generate conflicts of interest.

Axtel has and will continue to carry out transactions with ALFA and several entities directly or indirectly owned or
controlled by ALFA. Specifically, Axtel has entered certain service contracts with affiliates in exchange for certain fees.
Mexican law applicable to public companies and the Company's bylaws provide for several procedures, which include
obtaining fair and favorable opinions from internal committees, designed to ensure that transactions entered with,
or between subsidiaries and ALFA, do not deviate from market conditions including the approval of the board of
directors for some of these transactions. Axtel is likely to continue to carry out transactions with ALFA and its affiliates
or subsidiaries, and Axtel’s subsidiaries and affiliates are likely to continue to transact between them, and there is no
guarantee that the terms considered under market conditions will be considered as such by third parties. In addition,
future conflicts of interest may arise between Axtel and ALFA or any of its subsidiaries or affiliates, conflicts that may
not be resolved in favor of Axtel. See section 4.2) Operations with Related Parties on this Annual Report.

Fraudulent use of services may increase Axtel's operating costs.

The fraudulent use of telecommunications networks by users and operators can generate a significant cost for the
Company if eventual payment requirements from other fixed and mobile voice service operators arise, whether they
are interconnection rates at the domestic level or international settlement fees. As a result, it is possible that Axtel
will see a reduction in its profits, without ruling out the regulatory consequences of the authority’s intervention.

Regardless that technology has been developed to combat the fraudulent use of services, and that Axtel has
implemented such technology in its network, fraudulent practices have not been eliminated, as they are not under
the exclusive control of the Company and because of the definition of new fraud categories, such as those related to
data traffic between networks and between mobile devices.

1.4.2) Risks Relating to Indebtedness and Possible Bankruptcy

The level of indebtedness of Axtel could affect its flexibility of operation and the development of the business, as
well as the capacity to fulfill its obligations.

As of December 31, 2021, total debt including accrued interest was Ps. 13,426 million. Such indebtedness could have
significant implications for investors, including:

e Limit the ability to generate sufficient cash flow to meet obligations with respect to indebtedness,
particularly in the event of a default under one of the instruments;

e Limit the cash flow available to finance working capital, capital investments or other general corporate
requirements;



e Increase vulnerability to adverse economic and industry conditions, such as increases in interest rates,
exchange rate fluctuations and market volatility;

e Limit the ability to obtain additional financing to refinance debt or future working capital, capital
expenditures, other general corporate requirements, and acquisitions, on favorable or unfavorable terms;

e Limit flexibility in planning for, or reacting to, changes in the business or industry; and

e Limit the ability to incur additional financing to make acquisitions, investments, or take advantage of
corporate opportunities in general.

To the extent that additional indebtedness is incurred, the risks described above may increase. In addition, actual
cash requirements may be higher than expected in the future. The cash flow from operations may not be sufficient
to pay the entire outstanding debt as it reaches maturity, and the Company may not be able to borrow money, sell
assets or otherwise raise funds on acceptable terms or at all, to refinance its debt.

Axtel may not be able to obtain financing if there is a deterioration in the credit and capital markets or reductions
in the Company's credit ratings, which could hinder or prevent future capital needs from being met and refinancing
existing debt at maturity.

A deterioration in the capital and credit markets could hinder the Company’s ability to access these markets. In
addition, adverse changes in Axtel’s credit ratings, which are based on various factors, including the level and volatility
of income, leverage ratio, liquidity, and the ability to access a wide range of sources of funds, may increase the
financial cost of the Company. If this occurs, there can be no guarantee that additional financing can be obtained, if
necessary, from the credit and capital markets, or on acceptable terms or not at all. In addition, it is possible that the
existing debt may not be refinanced when it reaches maturity in terms that are acceptable to the Company or not at
all. If the Company is unable to meet its capital needs or refinance its existing indebtedness, it could have a material
adverse effect on the business, financial condition, and results of operations.

Axtel may require additional financing, which could aggravate the risks associated with its debt.

The Company may, in the future, require additional financing to finance its operations which would increase its
leverage. To the extent that Axtel incurs additional indebtedness, the above risks could be increased.

Axtel operates in an intense capital investment industry and expects to make investments in the years to come as it
enters new technologies and expands the capacity and coverage of its existing network to exploit market
opportunities and maintain its network infrastructure, switches, and POPs accordingly with the needs of the market.
In addition, it operates in a highly regulated industry and faces the risk of having the mandate of government agencies
to increase capital investments or incur in other expenses that are not currently contemplated. There is no assurance
that there will be sufficient resources available to make these investments or to cover potential expenditures
requested by government agencies and that, if required, there is available funding or with terms and conditions
acceptable to Axtel. In addition, the power to obtain additional financing will be limited to the terms and conditions
of existing credit agreements or those entered in the future.

Adverse and volatile conditions in domestic or international credit markets, including higher interest rates, reduced
liquidity, or a decrease in interest by financial institutions in granting Axtel a credit, have increased in the past and
could increase in the future the cost of funding or the possibility of refinancing debt maturities. This could have
adverse consequences on the financial situation or operating results. There can be no assurance that the financial
resources will be obtained to refinance the incurred debt or obtain proceeds from the sale of assets or the raising of
capital to make payments of such debt.



The conditions and terms of the credit loans may restrict both the financial and operational ability of the Company.

The committed facility with Export Development Canada, dated May 25, 2021, and the committed facility with BBVA,
dated July 20, 2021, as well as the Senior Notes due 2024, stablish certain limitations to the ability of, among other
things:

e incur additional indebtedness;

e pay dividends or make distributions to its stockholders;

e create liens to secure indebtedness;

e make loans or investments;

e enter transactions with its affiliates;

e sell or transfer assets;

e merge or consolidate with other companies;

e enter new lines of business; and

e perform operations with financial derivative instruments.

Some limitations include financial ratios, which the Company may not have the ability to maintain in the future. The
affirmative and negative covenants may limit its ability to finance future operations, capital requirements, enter a
merger or acquisition or enter other favorable business activities.

1.4.3) Risks Related to the Mexican Telecommunications Industry

Axtel operates in a highly regulated industry.

As a public service provider, the Company is subject to extensive regulation. The operation of telecommunications
systems in Mexico is currently subject to laws and regulations administered by the IFT, aimed at regulating, and
promoting competition and the efficient development of the telecommunications and broadcasting industry in
Mexico. Such laws and regulations have been modified in the past and can be modified or repealed repeatedly.
Therefore, the Company may need to implement changes and / or adjustments in the operation to bring them into
line with the current regulatory framework and comply with all obligations to avoid affecting the business. Adverse
IFT interpretations can affect business and results of operations. See section 2.12.4) Reforms in the
Telecommunications Sector in Mexico of this Annual Report.

There are some initiatives promoted by Municipalities or States, which seek to force concessionaires to bury the
infrastructure that is currently installed aerially. If approved, the burial initiatives would have a negative impact,
increasing Axtel’s investments and costs associated with deployment, repair and maintenance of infrastructure.

In the light that installed airspace infrastructure turn out to be an affordable investment, quick to install and easy to
repair, increasing migration of the telecommunications infrastructure to the underground would imply an increase in
investment and operating costs of the Company, as well as a limitation for new investments in infrastructure
deployment; so, it would have an unfavorable impact on the business.

If the Mexican government grants more concessions or amends existing concessions, the value of the Company’s
concessions could be severely impaired.

The Mexican government regulates the telecommunications industry. The concessions granted to Axtel are not
exclusive and the Mexican government has granted and may continue to grant additional concessions to competitors
within the same geographic regions. Axtel cannot guarantee that in the future the government will not grant
additional concessions to provide services similar to those provided by the Company or that it will not modify the
existing concessions and, therefore, cannot guarantee that the value of its concessions and its level of
competitiveness will not be adversely affected.



Likewise, Axtel has spectrum concessions to provide point-to-point and point-to-multipoint links, however, the high
cost of radio spectrum could affect its bidding participation and limit its service or applications portfolio.

Under Mexican law, Axtel's concessions can be expropriated or revoked.

In accordance with the LFTR, which came into force in August 2014, public telecommunication networks are
considered public domain and the concession holders that install and operate them are subject to the provisions
established in the LFTR and those other provisions contained in the respective concession title. The LFTR establishes,
among others, the following provisions:

e Therights and obligations granted in the concessions can only be transferred with the prior authorization of
the IFT;

e Neither the concession, nor the rights inherent to it or the related assets, may be subject to transfer, pledge,
trust, mortgage or be committed or sold to the government or a foreign country;

e The Mexican government may require changes or modifications to the spectrum granted in the concession,
in any of the following events: i) reasons of public order, ii) national security, iii) the introduction of new
technologies, iv) to solve interference problems, v) to comply with international treaties, vi) for reordering
frequency bands and vii) for the continuity of a public service; and

e The Mexican government may take over, suspend, or indent assets related to concessions in the event of
natural disasters, war, significant public disturbances, or threats to internal peace and for other reasons of
public or economic order.

The reasons for expropriation vary and can be claimed by the Mexican government at any given time. The Mexican
legislation provides a compensation for direct damages caused by the takeover, temporary suspension or requisition
of property derived from the procedure, except in the case of war. However, if the concessionaire does not agree
with the amount of compensation determined by the IFT, he may go to the Specialized Courts in telecommunications
matters, to request its intervention so that it determines the amount in definite. If the Company's concessions are
expropriated, there may be significant delays in the payment receipt of the applicable compensation. In addition, the
amount of compensation payment may be insufficient to compensate the damages suffered. Also, the takeover of
concessions may limit or extinguish the ability to continue with the business. The redemption or suspension of
concessions would have a material adverse effect on Axtel's business and operating results.

Mexican legislation does not prevent the concessionaire from granting guarantees to creditors (except for those
intended to be granted to the government or a foreign country) related to the concessions and their assets provided
that the respective legislation is complied with; however, in the event that the guarantee is executed, the respective
transferee must comply with the provisions in relation to the concessionaires, including, among others, the
requirement to receive the authorization to be the holder of the concession by the competent regulatory authority.

The Company may face unfavorable conditions with respect to its concessions.

Derived from the concession titles, Axtel is subject to compliance with obligations and commitments established
therein. Failure to comply with the conditions imposed in the concessions could result in a fine or even the revocation
of such concessions. In 2020, IFT extended the radio spectrum frequency band concessions for an additional 20 years,
after acceptance of new conditions and having made the respective payments.

The Company may face unfavorable conditions in the deployment of infrastructure.

Due to the lack of homogeneous regulation on a national level (federal, state, or municipal), there are high costs and
extensive time for the permits processing, a fact that could affect or inhibit the participation of operators in the
investment of new infrastructure deployment, including Axtel.



The regulatory authority may request the Company to offer services in certain areas where it currently does not
provide services and where it may experience a lower operating margin.

Derived from the authorizations to extend the validity of the concessions, in the new spectrum concession titles there
is an obligation to participate in programs of social and population coverage, connectivity in public places and
contribution to social coverage, for which the IFT may ask the Company to execute said programs, where the Company
would provide services in certain geographic areas where it currently does not provide services.

Derived from technological advances, regulatory changes, and lack of enforcement, Axtel is facing additional
competition from new entrants in the market, which may result in a reduction in prices for its services, reduced
income margins and / or the loss of market share.

Resulting from technological advances and regulatory changes, cable network operators entered the Mexican
telecommunications market with combined services, which increased the level of competition. Several cable network
providers have modified their concessions to offer telephony services. In addition to the above, and because the
regulator has not been able to apply the regulations to suspend illegal provision of telecommunications services by
entities that do not have the corresponding concessions, some of these companies that provide telecommunications
services at an international level are focusing on the Mexican market to offer and provide illegal telecommunications
services.

The telecommunications market in Mexico is a highly concentrated market, characterized by the reduction of prices
and margins. If potential new entrants in the market enter the market, it could be subjected to a price battle as
Telmex, the most important player in the market, tries to maintain its dominant position. By having additional
reductions in the price of telecommunications services in Mexico, Axtel would be required to react to such a reduction
through similar actions or, in the absence thereof, would face the risk of losing part of its market share, all of which
would adversely affect its business, financial condition and operating results.

Decreases in market rates for telecommunication services could have a material adverse effect on Axtel’s operating
results and financial condition.

The Mexican telecommunications market may continue to experience pressure on rates, primarily because of:

. increased competition and focus by Axtel’s competitors on increasing market share; and
. recent technological advances that allow substantial increases in transmission capacity of both
new and existing fiber optic networks resulting in long distance overcapacity.

If rate pressures continue, it could cause a material adverse effect on the Company’s business, financial condition,
and operating results if they are unable to generate sufficient traffic and increased revenues to offset the impact of
the decreased rates on its operating margin.

1.4.4) Risks Relating to Mexico and Other Global Risks

Global and Mexican economic conditions can adversely affect business and financial performance.

Global and Mexican economic conditions may adversely affect the business, operating results, or financial situation
of the Company. When economic conditions deteriorate, the financial stability of customers and suppliers may be
affected, which could result in lower demand for services and products, delays, or cancellations, increases in
uncollectible accounts or breaches by customers and/or suppliers. Likewise, it could be more expensive or difficult to
obtain financing to fund operations, investments, or acquisition opportunities, or to refinance outstanding debt. If
Axtel is not able to access the debt markets at competitive rates, or cannot access them, the ability to implement its
business plan and strategies, or to refinance its debt, could be adversely affected.

The government in Mexico, the war between Russia and Ukraine, the volatility of the Mexican peso against the US
dollar, the trade relationship between the United States and China, the fear of a global slowdown, among others,
have caused volatility in credit, capital, and debt markets. If the global economic deterioration or deceleration



continues, or if the exchange rate of the Mexican peso against the US dollar depreciates considerably, Axtel could
face a deterioration of its financial condition, a decrease in the demand for its services and/or a negative impact
within its customers and suppliers. The effects of the current situation are difficult to predict and mitigate.

Weakness in the Mexican economy could adversely affect Axtel’s business, financial condition, and operating
results.

Axtel’s Operating results and financial condition depend partly on Mexico’s economic activity level. Income in Mexico
has a considerable dependence on oil, U.S. exports, remittances and commodities, and these variables are factors
that are beyond the Company’s control. External economic events could significantly affect Mexico’s general economy
and cause sudden economic shocks like those experienced in 2020 when Mexico’s GDP declined 8.5% and in 2009
when it declined 5.3% (Source: INEGI). Volatility in Mexico’s economy could significantly affect Axtel’s business and
operating results.

Political events in Mexico may affect Axtel’s operations.

Failure and delay of political and economic reforms caused by differences between the legislative and federal powers,
diverse policy objectives of each parliamentary group and differences in priorities in political parties’ agendas, have
been common in Mexico in the last few years. This has resulted in the reluctance of these political actors to build the
agreements that Mexico needs regarding the economic, industrial and security sectors, among others. The 2018
federal elections generated uncertainty and slowed down in economic activity in Mexico. Future elections in 2024
could also generate uncertainty. The lack of political agreement on reforms required by Mexico and a potential
deterioration in relations between the various political parties and federal legislative powers could have an adverse
effect on Mexico’s economy and therefore affect Axtel’s revenues and profits.

Social and political instability, as well as insecurity in Mexico and other adverse social or political events that affect
Mexico could affect the Company's business, financial condition, and operating results. In addition, Mexico has
recently experienced periods of violence and crime due to organized crime activities. In response, the Mexican
government has implemented several security measures and has strengthened its police and military forces. Despite
these efforts, organized crime continues to exist in Mexico. These activities, their possible escalation and the violence
associated with them, can have a negative impact on the Mexican economy or on Axtel’s operations in Mexico in the
future. Future developments in the Mexican political or social environment may cause interruptions in the Company’s
business operations and decreases in sales and net income.

Mexican federal governmental policies or regulations, as well as economic, political, and social developments in
Mexico, could adversely affect our business, financial condition, results of operations and prospects.

Axtel is a sociedad andnima bursdtil mexicana de capital variable and substantially all its assets are located in Mexico.
As a result, its business, financial condition, operating results, and prospects are subject to political, economic, legal,
and regulatory risks related to Mexico. The Mexican federal government has, and continues to exercise, significant
influence over the Mexican economy. The impact political conditions might have on the Mexican economy cannot be
predicted. Furthermore, Axtel’s business, financial condition, results of operations and prospects may be affected by
currency fluctuations, price instability, inflation, interest rates, regulation, taxation, social instability, and other
political, social and economic developments affecting Mexico, over which the Company has no control. Political
events in Mexico can significantly affect economic policies and, consequently, Axtel. It is possible that political
uncertainty, could adversely affect Mexico's economic situation and the operations and financial condition of the
Company.

The Company cannot assure investors that changes in Mexican federal governmental policies will not adversely affect
its business, financial condition, results of operations and prospects. Axtel does not have and does not intend to
obtain a political risk insurance.



Developments in other countries could adversely affect the Mexican economy and Axtel’s operating results.

As is the case regarding securities from issuers in other emerging markets, the market value of securities of Mexican
companies is, to different degrees, affected by economic and market conditions in other emerging market countries.
Although economic conditions in these countries may differ significantly from economic conditions in Mexico,
investors’ reactions to developments in any of these other countries may have an adverse effect on the market value
of securities of Mexican issuers.

In addition, the correlation between economic conditions in Mexico and the US has increased in recent years because
of T-MEC. As a result, a slowdown in the US economy and the uncertain impact it could have on general economic
conditions in Mexico, could affect Axtel’s financial condition and results of operations. In addition, due to
developments in the international credit markets, capital cost and availability could be significantly affected and could
restrict Axtel’s ability to obtain financing or refinancing of its existing debt on favorable terms, if at all.

Changes in the United States government policies.

Changes in the policies implemented by the current presidential administration of the United States may affect the
Mexican economy and may materially damage Axtel's business, financial situation, and operating results. In addition,
in 2018 the renegotiation of trade agreements that resulted in the treaty between Mexico, United States and Canada,
or T-MEC, which replaces the North American Free Trade Agreement, was carried out. Any substantial change in US
commercial policies, particularly any modification with respect to Mexico and T-MEC, could have a material adverse
effect on the Mexican economy and the business, operating results, and financial condition of the Company.

Axtel faces risks related to fluctuations in interest rates, which could adversely affect its operating results and its
ability to pay debt and other obligations.

Axtel is exposed to fluctuations in interest rates. As of December 31, 2021, approximately 5% of Axtel's debt accrues
interest at a variable rate. Changes in interest rates could affect the cost of this debt. If the interest rates increase,
the service obligations of the variable rate would increase (even if the amount owed remains the same) and the net
profit and the cash available for payment of debt would decrease. As a result, the financial situation, operating results,
and liquidity could be adversely and significantly affected. In addition, attempts to mitigate interest rate risk by
financing long-term liabilities with fixed interest rates and the use of derivative financial instruments, such as variable
to fixed interest rate swaps with respect to indebtedness, could result in failure to achieve savings if the interest rates
fall, negatively affecting the Company’s operating results and capacity to pay its debt and other obligations.

A devaluation of Mexican currency against the US dollar could have a material adverse effect.

While most of Axtel's revenues are denominated in pesos, most of its capital investments and 73% of its debt as of
December 31, 2021, is denominated in dollars. In the past, the value of the Mexican peso has been subject to
significant fluctuations against the dollar and may be subject to significant fluctuations in the future. The peso
appreciated 4.4% in 2019 and depreciated 5.5% in 2020 and depreciated 3.1% in 2021 against the dollar in nominal
terms (source: Banco de México). Future devaluations of the value of the peso against the dollar could result in the
disruption of the international currency markets. This may limit the ability of the Company to transfer or convert
pesos to dollars and other currencies and adversely affect the ability to meet its current and future obligations. Any
change in monetary policy, exchange rate regime or the exchange rate itself, derived from market conditions, could
have a considerable impact, either positive or negative, on the business, financial situation, operating results, and the
prospects of the Company.

Mexico could experience high levels of inflation in the future, which could adversely affect the business, financial
situation, operating results, and prospects.

Mexico has experienced high levels of inflation and may suffer from high inflation levels in the future. Historically,
inflation in Mexico has led to higher interest rates, peso depreciation and the imposition of substantial government
controls on exchange rates and prices, which has adversely affected income and margins of companies. The annual
inflation rate for the last three years, as measured by changes in the NCPI, 2.8% in 2019, 3.2% in 2020 and 7.4% in



2021 (Source: INEGI). It cannot be asserted that Mexico will not experience high inflation in the future. A substantial
increase in the Mexican inflation rate could adversely affect consumers' purchasing power and, consequently, the
demand for Axtel services, as well as increasing some of the costs, which could adversely affect the Company’s
business, financial condition, operating results, and prospects.

The approved modifications to Mexican tax laws may adversely affect the Company.

On December 9, 2019, a reform to the Income Tax law was published that, in principle does not imply adverse effects
for Axtel; however, one of those changes limits the deduction of net interest for the year for up to 30% of adjusted
tax profit. Adjusted tax profit meaning the sum of tax profit plus interest accrued fiscal depreciation and amortization.
For the rest of the interests not deducted in the year, rules were established that allow their deduction in a period
not exceeding 10 years and if the amount of the adjusted tax profit is high enough to allow deduction. The foregoing
does not imply an adverse effect for Axtel, however, if the economic conditions change and recurring and sufficient
tax profits are not generated, there could be the risk of non-deductibility of a portion of interests.

If the tax laws in Mexico are modified in the future, Axtel's business, financial condition and results of operations
could be adversely affected.

Axtel is subject to laws and regulations against corruption, bribery, money laundering and antitrust laws in Mexico
and other countries in which it operates. Any violation of such laws or regulations could have a material adverse
impact on the reputation and operating results and financial condition of the Company.

Axtel is subject to laws and regulations against corruption, bribery, money laundering, monopoly, and other
international laws, and is bound to comply with applicable laws and regulations of the countries in which it operates.
In addition, the Company is subject to regulations on economic sanctions that restrict its relationships with certain
countries, individuals and entities sanctioned. There can be no assurance that internal policies and procedures will be
sufficient to prevent or detect all improper practices, fraud, or violations of the law by affiliates, employees, directors,
officers, partners, agents and service providers. Any violation by Axtel of anti-bribery and anti-corruption laws or
sanctions regulations could have a material adverse effect on the business, reputation, operating results, and financial
condition.

Even with the asymmetric regulation, there are no equivalent competition conditions in biddings between the
Agente Economico Preponderante (“AEP”) in telecommunications and its competitors.

The telecommunications market in Mexico is a highly concentrated market, characterized by the reduction of prices
and margins. In case that the number of competitors increases, a price battle could arise to the extent that the AEP
maintains its dominant position on it. In case of additional reductions in the price of telecommunications services in
Mexico, Axtel would be obliged to react to such reduction through similar actions, or, it would face the risk of losing
part of its market share, all of which would adversely affect its business, financial condition, and operation results.

Conversely, in government bidding there are risks that the AEP or another operator offers operating conditions that
cannot be replicated by Axtel, which may affect demand and income.

Axtel depends on the infrastructure of the Agente Econdmico Preponderante (“AEP”) as an essential input to
provide its retail services.

The annual adjustments to the reference prices for services that Axtel leases, generate additional expenses for the
Company, such as:

e Charge for collocation services;
e  Technology migration;
e Hiring of new components;



e Charge for Special Projects or Works;
e Increases in local or long-distance rental or installation rates.

Hence, there is some uncertainty regarding the negative economic impacts of these changes to the regulation, as well
as any measure that allows the discretion of the AEP to make its infrastructure available both in terms of costs and
service provision times.

The COVID-19 outbreak could have an adverse effect on Axtel's business, financial condition, results of operations
and prospects.

On March 11, 2020, the World Health Organization declared the infectious disease virus SARS-COV2 (hereinafter,
"COVID-19") a pandemic. COVID-19 had and continues to have strong impacts on the health, economic and social
systems worldwide,

The Company, through its subsidiaries, has taken actions to counteract the effects that COVID-19 has had on the
economic markets in which it participates, focusing on strengthening the operational and financial performance,
through constant monitoring of its structure of costs, key business processes and a commitment to its employees
over a special focus on the redefinition and capitalization of experiences related to remote work; maintain a solid
liquidity structure, through detailed management of cash flow; and constant monitoring of its financial position, to
ensure the compliance of the stipulated covenants and its key financial ratios.

As of December 31, 2021, the impacts directly attributable to COVID-19 were negative. The revenues in 2021
decreased compared to 2020 by Ps. 55 million due primarily to the negative effects of the global semiconductor
shortage and logistics delays, resulting in the cancellation of time-sensitive projects and a general delay in project
implementation times.

Despite Axtel's efforts to take all reasonable measures to mitigate the impacts of COVID-19, it is not possible to predict
the evolution of COVID-19 and the impacts that it may generate, and it might have negative impacts on the business,
financial situation, liquidity, results of operations and perspectives of the Company. Axtel will continue to monitor
the development of its businesses, complying with government regulations and responding in a timely manner to any
changes that may arise.

Natural disasters, health epidemics, terrorist or organized crime activities, episodes of violence and other
geopolitical events and their consequences could adversely affect Axtel's business, financial condition, results of
operations and prospects.

Natural disasters, such as earthquakes, hurricanes, floods, or tornadoes, have affected Axtel’s business, its suppliers
and customers in the past and could do so in the future. If similar events occur in the future, there may be business
interruptions, which could adversely affect material results of operations. In addition, the business could be affected
by epidemics or health outbreaks, disrupting business operations. War, Terrorist attacks or the continuing threat of
terrorism or organized crime in Mexico and in other countries, military action regarding this problem and the increase
of security measures in response to such threats could have a significant impact in world trading levels. These
activities, their possible escalation, and the violence associated with them could have a negative impact on the
Mexican economy or Axtel’s operations in the future. Additionally, some political events could lead to prolonged
periods of uncertainty that would adversely affect the Company’s business, financial condition, operating results, and
prospects.



1.4.5) Risks Related to the Ordinary Participation Certificates (“CPOs” or “AXTELCPO”)

The Company cannot guarantee that there will always be an active market for the stock that will give the necessary
liquidity to shareholders.

The Company cannot guarantee the liquidity of the AXTELCPOs or that the market price could not decrease
significantly. Circumstances like variations in the operating results in the present or future, changes or fails to achieve
the estimations of revenues of the analysts, among others, could cause a significant decrease in the prices of the
CPOs.

Lower levels of liquidity and higher levels of volatility in the Mexican Stock Exchange may cause fluctuations in the
price and volume of Axtel’s stock.

The Company has listed its CPOs in the BMV, a stock exchange brokerage of financial instruments and securities in
Mexico. The Mexican stock market is substantially smaller in terms of trades, liquidity and is more volatile than most
stock exchanges in the United States and other developed economies. These characteristics of the Mexican market
could substantially limit the ability of AXTELCPO holders to sell them, affecting its market price.

The price of AXTELCPO may be volatile, and investors may lose all or part of their investment.

The market price of Axtel’s AXTELCPOs could fluctuate considerably and could be higher or lower than the market
price paid. The price of the AXTELCPOs may fluctuate due to several factors, some of which are beyond Axtel’s control
and may not be related to its operating performance. The factors, including but not limited to, are the following:

e investors’ perceptions of Axtel’s prospects;

e differences between actual results and those expected by investors and financial analysts;

e the performance of Axtel’s operations, that of its competitors, as well as other companies that provide
similar services;

e the public’s reaction to press releases or announcements made by Axtel or competitors;

e changes in general economic conditions;

e fluctuations in the exchange rate between the peso and US dollar;

e changes in Axtel’s rating by the principal rating agencies;

e actions of Axtel’s major shareholders with respect to the sale of shares;

e additions or departure of key personnel;

e acquisitions, divestments, strategic alliances or joint ventures involving Axtel or its competitors; and

e other developments affecting Axtel, the industry or competitors.

Future issuances of Shares may result in a decrease of the market price of the AXTELCPOs.

Future sales by Axtel’s existing shareholders of a substantial number of our Shares, or the perception that a large
number of shares will be sold, could depress the market price of the AXTELCPOs.

Preemptive rights may be unavailable to certain holders of AXTELCPO, which may result in a dilution of such
AXTELCPO holders’ equity interest in the Company.

Under Mexican law, subject to limited exceptions, if Axtel issues new shares for cash as part of a capital increase, it
must grant preemptive rights to its shareholders, giving them the right to purchase enough shares to prevent dilution.
However, the AXTELCPO Trustee will offer holders of AXTELCPO preemptive rights only if the offer is legal and valid
in the AXTELCPO holder’s country of residence. Accordingly, the Company may not be legally permitted to offer non-
Mexican holders of AXTELCPO the right to exercise preemptive rights in any future issuances of shares unless:

o  Axtel files a registration statement with the SEC with respect to that future issuance of shares; or

e theissuance qualifies for an exemption from the registration requirements of the Ley de Mercado de Valores.

At the time of any future capital increase, the Company will evaluate the costs and potential liabilities associated with
filing a registration statement with the SEC, the benefits of enabling U.S. holders of CPOs to exercise preemptive rights



and any other factors that they consider important in determining whether to file a registration statement. However,
Axtel has no obligation to file a registration statement and it might not file one. As a result, the equity interests of
U.S. holders of AXTELCPO would be diluted to the extent that such holders cannot participate in future capital
increases.

Non-Mexican holders of Axtel’s securities forfeit their shares if they invoke the protection of their government.

Pursuant to Mexican law, Axtel’s bylaws provide that non-Mexican holders of AXTELCPO may not ask their
government to interpose a claim against the Mexican government regarding their rights as shareholders. If non-
Mexican holders of AXTELCPO violate this provision, they will automatically forfeit their AXTELCPO to the Mexican
government.

Holders of AXTELCPO may face disadvantages when attempting to exercise voting rights as compared to an
ordinary shareholder.

Shareholders may instruct the CPOs Trustee on how to exercise their voting rights, if any, pertaining to the deposited
Series “B” Shares underlying their securities. If requested, the AXTELCPO Trustee will try, as far as practical, arrange
to deliver the voting materials. Axtel cannot assure shareholders will receive the voting materials in time to ensure
that they can give timely instructions as to how to vote the Series “B” Shares. If the CPOs Trustee does not receive
the voting instructions in a timely manner, it will provide a proxy to a representative designated by the Company to
exercise the shareholders’ voting rights or refrain from representing and voting the deposited Series “B” Shares
underlying their securities, in which case, those securities would be represented and voted by the CPOs Trustee in
the same way as the majority of the Series “B” Shares that are held by investors are voted at the relevant meeting.
Meaning that shareholders may not be able to exercise their right to vote.

Minority shareholders may be less able to enforce their rights against Axtel, its board members or its controlling
shareholders in Mexico.

Under Mexican law, the protections afforded to minority shareholders are different from those afforded to minority
shareholders in the United States. For example, because Mexican laws concerning fiduciary duties of board members
are not well developed, it is difficult for minority shareholders to bring an action against them for breach of this duty
as permitted in most jurisdictions in the United States. The motives for shareholder actions under Mexican law are
extremely limited, which in practice prevents most of these lawsuits in Mexico. Procedures for class action lawsuits
do not exist under Mexican law. Therefore, it may be more difficult for minority shareholders to enforce their rights
against Axtel, its board members, or its shareholders than it would be for minority shareholders of a U.S. company.

Any actions shareholders may wish to bring concerning Axtel’s bylaws, or the CPO Trust must be brought in Mexican
court.

Pursuant to the Company’s bylaws and the CPO trust documents, shareholders will have to bring any legal actions
concerning bylaws or the CPO Trust in courts located in Monterrey, Nuevo Leon and México, regardless of their place
of residence. Any action the shareholder may wish to file will be governed by Mexican laws. As a result, it may be
difficult for non-Mexican national shareholders to enforce their rights as shareholders.

Axtel’s bylaws contain certain provisions restricting takeovers which may affect the liquidity and value of the
stocks.

Axtel's bylaws establish various provisions aimed at preventing the change of control of Axtel, including provisions
regarding the transfer, sale, acquisition of shares representing Axtel's capital stock, such as (i) any person that directly
or indirectly wishes to acquire shares in one or more transactions representing from 5% to 45% or more of Axtel’s
outstanding capital stock, and (ii) any competitor that directly or indirectly wishes to acquire or hold shares
representing 3% or more of Axtel’s outstanding capital stock, must obtain the prior approval of the Board of Directors
and/or of the Extraordinary Shareholder’s Meeting, as the case may be. People who acquire shares in violation of
these provisions of Axtel's bylaws will not be registered in the stock registry and will be obliged to transfer said shares
to a third party previously approved by the Board of Directors and / or the shareholders’ assembly. Therefore, these



persons may not exercise the voting rights that correspond to said shares or receive dividends, distributions, or other
rights regarding these shares. This restriction does not apply to transfers of shares by inheritance. These provisions
of the bylaws will operate in addition to, and not affect, if any, the obligations to conduct public offerings and to
disclose transfers of shares representative of Axtel’s capital, established in the applicable legislation and the general
regulations issued by competent authority.

This provision could discourage possible future purchases of AXTELCPOs and, accordingly, could adversely affect the

liquidity and price of the AXTELCPOs. See “4.4) Company’s Bylaws and Other Agreements — Measures to prevent the
change of control in Axtel” in this Annual Report.

1.5) Other Securities

a) Atthe date of the Annual Report, the Company has a total of 19,824,236,117 ordinary shares, with no par
value, of Class "I" Series "B", fully subscribed and paid representing the fixed part of its capital stock, see
Section 1.3) Important recent events.

b) The Company is listed on the BMV through non-amortizing CPOs issued under the Trust of CPOs, each one
representing 7 Series "B" Class "I" Shares of Axtel's capital stock.

Since its listing in the BMV, the Company has delivered in complete form, the reports referred to by the LMV and by
the Circular Unica regarding relevant facts and periodic information required by these.

1.6) Significant Changes to the Duties of the Shares Registered in the Record Book

Not applicable.

1.7) Use of Proceeds

Not applicable.

1.8) Public Domain Documents

This Annual Report, as well as the quarterly reports and the press releases regarding relevant events, are available in
Axtel's web page at: axtelcorp.mx.

Any clarification or information can be requested by sending a letter to the Company’s address at Av. Munich 175,
Colonia Cuauhtémoc, San Nicolas de los Garza, Nuevo Ledn, C.P. 66450, to the attention of Adrian de los Santos, or

by e-mail at ir@axtel.com.mx.


mailto:ir@axtel.com.mx

2) THE COMPANY

2.1) History and Development of the Company

The Company was incorporated under the name of Telefonia Inaldmbrica del Norte, S.A. de C.V., by means of the
public deed 3,680, dated July 22, 1994, formalized before Lic. Rodolfo Vela de Ledn, Notary Public number 80 in
Monterrey, Nuevo Leon. On 1999, the Company changed its name to Axtel S.A. de C.V., and due to the
implementation of the changes incorporated by the LMV in December 2006, the Company became a Sociedad
Andnima Bursdtil, and its corporate name today is Axtel, Sociedad Andnima Bursdtil de Capital Variable or Axtel, S.A.B.
de C.V.

In June 1996, the Mexican government granted the Company a permit to install and operate a public
telecommunications network to offer local and long-distance telephone services in Mexico for an initial period of 30
years. In 1998 and 1999, the Company won several radio-electric spectrum auctions, including 60 MHz at 10.5 GHz
band for point-to-multipoint access, 112 MHz at 15 GHz band for point-to-point access, 100 MHz at 23 GHz for point-
to-point last mile access and 50 MHz at 3.4 GHz for fixed wireless access, which together allow the Company to service
the entire Mexican territory. In June 1999, Axtel launched commercial operations in the city of Monterrey, Nuevo
Leon.

With the intention to continue with its sustained growth and in order to enhance its position of leadership in Mexico,
on October 25, 2006, the Company entered into a contract with Banamex and Telecomunicaciones Holding, Mx, S. de
R.L. de C.V., former controlling shareholders of Avantel, to purchase substantially all of the assets of Avantel
Infraestructura, and the equity interests of Avantel, S. de R.L. de C.V. and Avantel Infraestructura for an estimate of
US $516 million (including the acquisition of net liabilities of US $205 million). Following receipt of all required
approvals from its shareholders and government regulators, Axtel completed the acquisition on December 4, 2006.
Along with the acquisition of Avantel, in January 2007, the Company issued 246,542,625 new Series B Shares
(represented by 35,220,375 CPOs). The new Series B shares were subscribed and paid at a price of Ps. 1.52 each.

Avantel was legally acquired in December 2006. Avantel Infraestructura and Avantel, S. de R.L. de C.V were
incorporated in 1994 as a 55.5%-44.5% joint-venture between Banamex (through Promotora de Sistemas de
Teleinformatica, S.A de C.V) and MCI Telecommunications Corp. On June 30, 2005, several capitalizations in related
debt and/or transfer of stocks were made resulting in a dilution of MCI Telecommunications Corp. participation to
10% in both companies. On June 30, 2005 Avantel Infraestructura and certain subsidiaries as “Asociados”, together
with Avantel, S. de R.L. de C.V, as “Asociante”, entered into a “Asociacion en Participacion” agreement, with the
intention for Avantel, S. de R.L. de C.V to provide services and operate a public telecommunications network of
Avantel Infraestructura, and therefore Avantel Infraestructura provided as “Asociado” the above said
telecommunications network, and the “Asociados” provided the agreements with clients, support services and
human resources.

The integration of Avantel gave Axtel valuable spectrum in various frequencies, 390 kilometers of metropolitan fiber
optic rings, 7,700 kilometers of long-distance fiber optic network, a robust IP backbone and connectivity in 200 cities
in México, among others.

On October 1, 2015, the Company, Alfa, Onexa and Alestra signed a memorandum of understanding to merge Axtel
and Alestra, creating an entity with a stronger competitive position in the Mexican telecommunications industry. On
December 3, 2015, Alfa, Onexa, Alestra and Axtel signed the definitive agreements, subject to corporate and
regulatory approvals, to merge Axtel and Onexa. On January 15, 2016, Axtel and Onexa held Extraordinary
Shareholders' Meetings where the merger was approved and the members of the Board of Directors, CEO and the
Audit and Corporate Practices Committees were appointed. After completing the legal, operational and financial
reviews, and obtaining authorizations from the authorities, the transaction became effective on February 15, 2016,
date as of which ALFA became the majority shareholder of Axtel, the merged company becoming extinct and only the



merging company subsisting under its current name Axtel, S.A.B. de C.V. Therefore, as of that date, Alestra became a
100% subsidiary of Axtel. The merger between Alestra and Axtel created a new entity with a stronger competitive
position and better capabilities to offer information and communication technology services to enterprise customers.

Alestra began operations in 1997 under an investment agreement between ALFA, AT&T and BBVA Mexico, and
became a leading provider of IT and telecommunications services focused on the business segment with a portfolio
of solutions including managed networks and IT services, such as security, systems integration and cloud services.
Alestra merged into Axtel, as of May 1, 2017.

Subsequently, on July 21, 2016, the shareholders of the Company during an Extraordinary General Shareholders'
Meeting resolved, among other matters, the rectification of the number of shares outstanding and shares held in the
treasury previously approved by the Extraordinary General Shareholders’ Meeting dated January 15, 2016, in which,
among other acts, the merger between Axtel, as the merging company, and Onexa, as a merged company was
approved, the latter being dissolved, in which it was stated that the pertinent modifications and adjustments would
be reflected in the capital stock derived, among others, from the conversions exercised by the holders of the
convertible notes into shares, issued in accordance with the resolutions adopted by Axtel on January 25, 2013.
Therefore, the cancellation of 182,307,349 ordinary nominative Class "I" Series "B" shares without expression of
nominal value, representing the capital stock in their fixed minimum part of Axtel, not subscribed nor paid, which had
been deposited in the treasury of the Company in order to support the conversions of the notes, whose holders did
not exercise their respective conversion rights was approved; as a result, the reduction of the capital stock was
resolved, in the amount of Ps. 92'398,010.82; due to the cancellation of the 182'307,349 shares. Additionally, Axtel's
capital stock was consolidated in a single series, by converting all Series "A" shares in circulation representing the
Company's capital stock, into Series “B” shares, of the same characteristics.

Likewise, on March 10, 2017, by means of an Extraordinary General Shareholders’ Meeting, the shareholders of the
Company resolved to reduce the capital stock in its fixed minimum amount in the amount of Ps. 9,868,331.650.99 to
remain the fixed minimum amount in Ps. 464,367,927.49, to partially absorb the negative balance of the account
called "Cumulative losses", having previously applied the balance as of December 31, 2016, of the "Shares Issuance
Premium" account.

On December 17, 2018, Axtel completed the divestment of its fiber business of the mass market segment located in
Monterrey, San Luis Potosi, Aguascalientes, Mexico City, Ciudad Juarez and in the municipality of Zapopan to Televisa,
for an amount of Ps. 4,713 million. In addition, on May 1, 2019, the Company divested the mass market segment
located in Ledn, Puebla, Toluca, Guadalajara, and Querétaro, to Megacable in exchange for a consideration of Ps.
1,150 million, thus concluding the sale of the fiber optic business of the mass market segment.

On October 3, 2019, Axtel entered into an agreement with Equinix, Inc. (Equinix) in order to strengthen its collocation,
interconnection and cloud solutions by signing two contracts, the final closing of the transaction occurred on January
8, 2020. Equinix acquired a new subsidiary entity of Axtel, which held the operations and assets of three data centers
that belonged to Axtel; two located in Querétaro and one in Monterrey. Axtel maintains a non-controlling
shareholding in the new subsidiary entity. The amount of the transaction was US $ 175 million, paid in cash.

On March 7, 2022, in the Extraordinary Shareholder’s Meeting it was approved the cancelation of 424,991,364
ordinary shares, nominative, without expression of nominal value, of Class "I", Series "B" representative of the Axtel’s
capital stock, equivalent to 60,713,052 AXTELCPOs, held in the Company’s treasury from the share buyback program.
As a consequence of such cancellation, it was resolved to carry out the reduction in the fixed part of the Company’s
capital stock by the total amount of Ps. 9,747,045.18; amount equal to the theorical value of the canceled shares,
remaining such capital stock fixed part at $454,620,882.31.

The Company’s life shall be unlimited, and its corporate domicile is in Av. Munich 175, Colonia Cuauhtémoc, 66450
San Nicolas de los Garza Nuevo Ledn., México. Its telephone is +52 (81) 8114-0000 and its web page is axtelcorp.mx.



2.2) Business Overview

2.2.1) General

Axtel is a Mexican company that serves its clients in their evolution towards the digital transformation of their
organizations and in the creation of communication networks, offering services through two business units: the
Infrastructure Unit, a neutral operator under the commercial name Axtel Networks, provides fiber optic connectivity
solutions to satisfy the requirements of international and national operators, data center and towers operators,
internet giants, as well as for the Services Unit itself. On the other hand, the Services Unit, under the commercial
name Alestra, continues to act as a technological partner of more than 18 thousand business clients, among them
corporate, medium, and large companies, financial institutions and government entities seeking to accelerate the
adoption of new generation services that contribute to the digital transformation and evolution of their businesses.

Axtel has the second largest fiber network in Mexico, with an infrastructure of approximately 47,300 kilometers,
23,800 kilometers of national transportation network (includes 13,400 kilometers of capacity) and 23,500 kilometers
of metropolitan rings. The network provides Ethernet access to 72 cities and local service in 69 cities. In addition, it
has concessions in the spectrum bands of 7, 10.5, 15, 23 and 38 GHz. Axtel provides its services through an extensive
hybrid wireless and wired local access network designed to optimize capital investments. Current options for last-
mile access options for the Company's customers include fiber optic links through its metropolitan rings and point-
to-point wireless technologies.

Axtel’s vision is to be the best alternative in the digital experience through innovation to create value, and its mission
is to enable organizations increase their productivity through digitalization. The Company’s strategic goal by operating
under two business units, Services and Infrastructure, is to serve its key markets in a differentiated manner, providing
the best experience and service, and maximize the utilization of its assets, their growth potential and the value for
shareholders. The Services Unit, Alestra, seeks to be the main digital transformation enabler in Mexico; therefore, the
following business strategies were defined: (i) increase Alestra's market share in Digital Transformation and Value-
Added services; (ii) have the intellectual capital required to achieve the objectives of the Services Unit; and (iii) provide
the best customer experience. Moreover, the Infrastructure Unit, Axtel Networks, seeks to be the leading neutral
fiber optic network operator in Mexico in a high-growth market; as such, the following strategies were set: (iv)
become a solid long-term profitability vehicle; (v) be the main connectivity provider for mobile networks and data
centers; and (vi) be highly efficient and agile through the digitalization of processes and operations.

In 2021, Axtel generated Ps. 11,389 million of income, and registered operating profit and EBITDA of Ps. 292 million
and Ps. 3,793 million, respectively. In 2021, 41% of EBITDA came from the Services Unit, and the remaining 59% came
from the Infrastructure Unit.

2.2.2) Competitive Strengths

a) Leading independent provider of mission-critical solutions supporting the Mexican enterprise market in the
evolution towards the digital innovation of their organizations.

Following the Merger between Alestra and Axtel in 2016, the Company became the only player in the Mexican ICT
market with an emphasis on the enterprise and government segments. The fast-changing needs of customers for
information, connectivity, cybersecurity, mobility, and cloud services, among others, position Axtel as a provider of
essential services for its customers operations, being the consistent quality, trust and technical support of high
importance for customer satisfaction. With its high focus on business services, Axtel has positioned itself as a brand
that has leading experience, infrastructure, and services to strengthen the ICT industry and contribute to the
emergence of a new generation of more innovative, efficient, and competitive companies in Mexico.

Axtel is the leading provider of mission-critical enterprise solutions, including high-availability architectures and DRP
(Disaster Recovery Plan) solutions. It has a portfolio of digital transformation services, allowing it to provide new



technological trends such as internet of things and processes digitalization applied to clients' commercial and
operative processes. In addition, it is the first multi-cloud service provider in Mexico, with strong alliances with
Microsoft Azure and AWS, owning even a private cloud. It has a broad portfolio of collaboration tools and one of the
most robust cybersecurity operations in the country, offering managed solutions that provide security from the
perimeter to the applications.

The above backed by strong alliances and certifications with leading technology partners worldwide, and a service
philosophy based on excellence. The Company has more than 25 years of experience and recognition in the market
and aspires to provide the highest standards of services to the most relevant corporations and companies in the
Mexican economy. The focus on the enterprise segment differentiates Axtel from other telecommunications
companies in Mexico, and its experience in providing ICT value added services to such segment gives it a competitive
advantage.

b) Neutral operator with the second largest fiber network in Mexico.

Axtel’s infrastructure unit has an extensive, cutting-edge network integrated by high-capacity fiber optic lines and
wireless spectrum concessions. Its hybrid fixed local network structure (wired and wireless) allows it to penetrate
new markets quickly and effectively, increasing the revenue base profitably. It has the capacity to provide coverage
in 72 cities, through its network, composed of approximately 47,300 km of fiber optics, including approximately
23,800 km of long-distance network and 23,500 km of metropolitan network. The metropolitan fiber network offers
a unique proposal thanks to its wide coverage and capillarity, especially in very dense areas, such as Mexico City,
Monterrey and Guadalajara.

c) Long-term contracts and high renewal rates translate into visibility and sustainability in cash flow.

A significant proportion of the Service Unit Alestra (approximately 93% of revenues in 2021) consists of contracts with
recurring monthly revenue. Furthermore, given the nature of the services and the high quality of enterprise clients,
Axtel maintains a loyal relationship with clients of stable recurring income. Losses related to bad debt have historically
been very low, with a marginal rate of uncollectible accounts.

Furthermore, it has approximately 18 thousand clients, 8 out of 10 large corporations, as well as 90% of financial
institutions in Mexico are Axtel customers served under the Alestra brand.

d) Disciplined financial strategy committed to strengthening Axtel's capital structure.

More than 80% of Axtel's capital investments are for growth or strategic, since they represent investments in last-
mile solutions, managed equipment, integral connectivity solutions, capacity, and IT service solutions directly related
to specific customer requirements. As a result, these investments carry less risk, with relatively more predictable
returns. This provides the Company with significant visibility into revenues derived from such investments.

Furthermore, the transactions of tower sale, mass market segment divestment and the three data centers, allowed
Axtel to raise more than US $ 530 million at attractive valuation multiples. With these resources, Axtel's net leverage
had reduced from more than 4.0 times in 2017 to less than 3.1 times, as of yearend 2020, and remained unchanged
at the end of 2021.

e) Unrivaled technical expertise combined with a disciplined investment management approach.

Members of the management team have an average of 24 years of experience in the industry, providing knowledge
and continuity in the development and implementation of the business strategy. During their tenure, the
management team has transformed the Company from a dedicated long-distance company to a sophisticated
provider of IT and telecom solutions with a broad portfolio of value-added services, as well as a neutral infrastructure
operator. Additionally, ALFA, a company that owns 53.9% of the capital, is a Mexican conglomerate with a presence



in 19 countries of America and Europe; that manages a diversified business portfolio, composed of the Alpek, Sigma,
and Axtel companies.

2.2.3) Business Strategy

The Company's strategic goal is to operate under two business units, Services and Infrastructure, to serve its key
segments in a differentiated manner and maximize the use of its assets, their growth potential and value for its
shareholders. The key elements to carry out the business strategy are the following:

Services Unit (Alestra): Be the main digital transformation enabler in Mexico.
(i) Increase the market share of Alestra's Digital Transformation and Value Added services.

Axtel, through Alestra, is positioned to capitalize on the growing demand for the adoption of digital
transformation and managed services, as they become a key element in the technological evolution and
productivity of its clients, from small to large corporations. Axtel focuses its efforts on strengthening its skills in
certain services, among which those of digital transformation and value-added stand out, such as systems
integration, managed services, cybersecurity, cloud services, managed applications, and collaboration solutions,
among others. These services are offered in an integrated way, together with traditional or infrastructure-based
telecommunications services, such as dedicated links, VPNs and Ethernet, among others.

On the other hand, Axtel has positive expectations for its Alestra Movil service launched in 2021; the MVNO is
100% focused on enterprise customers in Mexico, with which it entered the mobility market seeking to enable
companies to take their fixed capabilities into a mobile device, as well as enable third-party mobile projects
through its MVNe platform (Mobile Virtual Network Enabler).

Axtel maintains a diligent focus on the execution of its business initiatives and the implementation of projects
that help it evolve with industry trends and its clients’ needs. Axtel seeks to increase the proportion of digital
transformation revenues within its service portfolio. To achieve it, this year Axtel redefined its business model
from the enterprise segment to a highly specialized one, which was successfully tested for cybersecurity services
in 2021, so it decided to replicate it for additional lines of business, such as cloud, systems integration,
collaboration and managed networks. These solutions make a remarkable difference for businesses, whether in
terms of productivity, efficiency, availability, as well as supporting their costs and expenses reduction strategies
and / or generation of new income. In line with this strategy, the Company will continue evaluating opportunities
through acquisitions or associations to strengthen its portfolio of digital transformation services.

(ii) Have the intellectual capital required to achieve the objectives of the services unit.

UniAlestra is Axtel's educational institution to develop competences that enable digital transformation in
organizations. Some postgraduate programs (pending before the SEP) are: Master’s in Enterprise Digital
Innovation, Master’s in Management of Customers’ Digital Experience, Master’s in Strategic Management of
Cybersecurity and Master’s in Strategic Management of Information Technologies.

Axtel estimates that in 2025, 50% of its workforce will be specialists or will have some certification, either from
a technology partner or from UniAlestra, from which half will be IT certifications and the rest in
Telecommunications and methodologies.

(iii) Provide the best customer experience.
Axtel serves a sophisticated customer base with rigorous service requirements, which values quality, reliability,

agility and incurs significant costs and risks in changing IT and telecommunications providers. As such, Axtel
believes that its customer base provides a stable source of income through long-term business relationships and



contracts.

Axtel seeks to position the services business unit Alestra within a range of no more than 10 points of the best
NPS (Net Promoter Score) index in the B2B (business-to-business) telecommunications industry globally.

The solutions developed throughout the year, together with other initiatives, were reflected in the customer
experience, in which Axtel exceeded the NPS goal set for 2021 by an average of 35 points.

Infrastructure Unit: Be the leading neutral fiber optic network operator in the country in a high-growth market.
(iv) Become a long-term solid profitability vehicle.

Axtel serves approximately 60 wholesale customers, including leading global and national fixed operators,
mobile operators, and data center providers in Mexico, and seeks to be the main supplier of international
operators with its wide coverage. Axtel has few solid competitors in the wholesale segment and others that are
restricted by limited or geographically specialized networks.

Moreover, the average life of the contracts in this segment can reach up to 15 years, providing a solid relationship
with clients and stability in cash flows.

(v) Be the main connectivity provider for mobile networks and data centers.

Axtel is the largest neutral infrastructure provider in the country and has the second largest fiber optic network
in Mexico by a wide margin. Its metropolitan fiber network offers a unique proposal in the market due to its wide
coverage and high capillarity, especially in dense areas (for example, Mexico City, Monterrey and Guadalajara).
Its robust network has diversified and redundant routes that provide high reliability, making it well positioned to
address the high-growth opportunities in fiber-to-the-tower used by mobile networks and fiber-to-data centers.
In addition, it has a specialized workforce, with more than 400 field engineers.

Additionally, Axtel will continue investing to expand its network to capture the growing demand for connectivity
by these segments. The expected investments in the deployment of new generation 5G mobile networks and the
construction of new data centers in Mexico represent attractive opportunities for fiber-to-the-tower and fiber-
to-the-datacenter services.

(vi) Be highly efficient and agile through digitalization of processes and operations.

Throughout 2021, Axtel Networks brought into operation the application programming interface (API) under the
MEF standard, a leading global association for the network, cloud, and technology providers industry. The APIs
allow international operators to request Axtel Networks in an automated way the feasibility, quoting and
ordering of last-mile access services, being the first operator in Mexico, and one of the 23 internationally, that
already operates under these standards. Moreover, fulfilling its purpose of offering world-class services, Axtel
Networks obtained the MEF 3.0 Carrier Ethernet certification for its Access E-Linel and Ethernet services,
positioning itself before global operators as the leading infrastructure provider, with excellent performance and
reliability.

Axtel seeks to automate more and more processes and operator-to-operator interactions; with agile, simplified,
and standardized systems. On the other hand, it will focus on migrating the accesses currently provided by third
parties to its own network. These efforts will allow Axtel to increase its margin.



2.3) Business Activity

Axtel is a Mexican company that accompanies its clients in the evolution process towards digital innovation for their
organizations; and in the creation of communication networks, providing services through its two business units: The
Infrastructure Unit under the commercial name Axtel Networks and the Services Unit under the commercial name
Alestra.

The products and services offered by the Company are, among others:

Infrastructure Unit

axnet |\ itrs

Services Unit

alestra*

Customers: Mobile and Fixed Operators
(national and international) internet
giants, data centers, towers operators.

Customers: Enterprise and Government segment
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CYBERSECURITY SDWAN Internet Spectrum
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Network security NETWORK
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MOBILITY LAN
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Infrastructure Unit (Axtel Networks)

Axtel Networks, , offers infrastructure solutions based in its fiber optics and spectrum network to expand the capacity
of Carriers, national and international; mobile and data center operators, internet giants, cloud and content providers,
which also serve final clients, capitalizing opportunities related to the increasing data demand.

It is the most important neutral infrastructure operator in Mexico, hosting 47,300 km of fiber optics, including 23,800
km of transport or long-distance network and 23,500 km of metropolitan rings. It also has spectrum in the 7, 10.5, 15,



23 and 38 GHz bands used for last-mile wireless connectivity and metropolitan coverage for the enterprise segment.

The fiber optics transport network has coverage in all the regions nationwide, providing Ethernet access to 72 cities,
delivering to the most important fixed and mobile operators connectivity solutions such as high-capacity
Wavelengths, dark and lit fiber links, IP Transit ports and last-mile access. The Metropolitan network offers a high-
density coverage in the most important business regions in Mexico, allowing connectivity for enterprises, mobile
phone sites and data centers.

Axtel Networks holds the position as the number one supplier in quality service, according to the periodic reports
from the main international operators, which acknowledge it as a business partner highly client focused and with high
network performance.

In 2021, it continued its fiber optics expansion, deploying around 2,200 km; 1,200 km of which provided fiber to the
tower to mobile operators. Its presence grew, covering 90% of A/A+ office buildings where the most important
companies in the country hold operations, reaching a total of 433. Likewise, it delivered nearly 4,500 last-mile circuits,
most of them through fiber optics.

During 2021’s International Telecoms Week, every year the meeting point for the telecommunications global
wholesale community, it launched Data Center Connect, a solution that allows connectivity between any data center
and cloud infrastructure worldwide. To support the solution, a DWDM coherent network was implemented in the
main data centers of Mexico City, then expanded to Queretaro in preparation for the arrival of new data centers
operators that will provide services to Hyperscalers, and then taken to El Paso, Texas in United States, aiming to
enable another high-capacity international crossing. This new infrastructure increased the possibility of offering high-
capacity Wavelength services to interconnect local and national locations, as well as United States, Latin America and
worldwide locations.

Likewise, during last year it introduced the applications programing interface (API), under MEF’s standard, a global
leading association for the network providers, cloud and technology industry. APIs allow international operators the
automated request of feasibility, quotation and ordering of last-mile access services, being the first operator in
Mexico, and one among 23 internationally, that already operates under this standard.

On the other hand, serving the purpose of providing world class services, it obtained the MEF 3.0 Carrier Ethernet
certification for its Access E-Line and Ethernet services, positioning itself before global operators as the leading
infrastructure supplier with excellent performance and reliability.

Some of the solutions developed to meet the needs of the wholesale segment served by the Infrastructure Unit are
described below:

Connectivity:

Last-mile access

Connectivity solutions used by operators to interconnect the locations of their end customers. Fiber optic
and digital radio technologies are used to provide links.

Long Distance Transport “Long-Haul”

Links used by operators to interconnect their network nodes located in different cities. The services are
offered in different capacities according to the specific needs of the operator.

IP Transit / Dedicated Internet

Service offered to operators and data centers to obtain access to the international internet cloud, which
is generally offered in high capacities. Dedicated Internet comprises the internet service used by operators



to offer internet to specific locations of their end customers.

Fiber to the Tower

Fiber optic connectivity solutions used by mobile operators to interconnect their mobile sites to their main
network, generally requiring high capacity to support data demand.

Fiber to the Data Centers

Fiber optic connectivity solutions used by data centers to interconnect their locations either in Mexico or
abroad, generally requiring high capacity to support traffic between locations.

Colocation

Physical space provided within Axtel facilities where operators can install their owned equipment. The
service includes the physical space, electricity, air-conditioning, cross-connections and specialized
technical support, which can be provided in Axtel’s network points of presence or Data Centers.

Spectrum

Includes the rental service for spectrum channels, which will generally be used by operators to establish
links through digital radio; offered in the 7, 10.5, 15, 23 and 38 Ghz bands.

Services Unit (Alestra)

Alestra, the Services Unit, seeks to become the main enabler of digital transformation in México; offering a wide
Information and Communication Technology advanced solutions portfolio (ICT) according to its enterprise and
government clients specific needs; guaranteeing them mobility towards digital transformation, in such a way that
they can be more efficient in their processes and face today’s challenges.

Mid 2021, Cloud Express was developed, a unique solution in Mexico that provides direct connectivity to the main
private and public cloud providers, national and international. This high-performance connection is independent from
the client’s current internet network, therefore providing high availability, higher security and lower latency for their
needs.

Likewise, in 2021, a new business line was created, Alestra Mavil, the first mobile virtual network operator (MVNO)
in Mexico of high availability due to its multi-operator network. With this business, Alestra enters the mobile market
as an enabler for companies to take their capacities, experiences, tools and fixed technologies into a mobile device,
allowing them to control their operations from anywhere, with the assurance of the highest availability in the market
and highest level of security and flexibility.

To reach its end customers with solutions specifically designed for their technological needs, all Alestra’s employees
that participate from the presale to operations, must be experts. With this in mind, a technology specialization
strategy was developed, in which participated 650 engineers, increasing the technical consultive level by service
family. As a result, around 2,300 certifications with several technological partners were achieved.

The wide family of ICT services allows Alestra to offer products and services to two segments of clients with specific
needs: enterprise and government.
Enterprise segment:

Alestra contributes to the digital transformation of companies from various sectors that can reach to new
business opportunities boosted by technology. Its portfolio is integrated by specific solutions based in



managed networks, collaboration, cybersecurity, system integration and cloud, cloud, mobility digital
transformation and connectivity.

Through Alestra, more than 18 thousand enterprise clients are reached, which belong mainly to the
corporate and financial sectors, as well as others that are provided with specialized solutions.

In 2021, it was proved that #SomosExpertos to solve the challenges existing in different regions and markets,
offering telecommunications traditional services, as well as a value-added solutions portfolio, of great
complexity and digital transformation, custom made according to the needs and requirements of each
sector. As a result of #SomosExpertos, acquisitions reached the same level before the beginning of the
pandemic of COVID-19 in 2020.

In the enterprise segment, the corporate sector showed double-digit growth in the cybersecurity solutions,
meanwhile in the financial sector, a formal agreement with the Comision Nacional Bancaria y de Valores
(CNBV) was reached to become expert suppliers in digital transformation and informatics in Mexico.

Mixed classroom in a private education institution from the north of Mexico

There is no doubt that the pandemic of COVID-19 has directly impacted the educational systems at
all levels in México and globally, affecting alumni, teachers, families and even more, educational
institutions.

Derived from the need to give continuity to schooling, avoid desertion and at the same time comply
with the security protocols defined by authorities, a private education institution from the north of
Mexico adopted a hybrid study scheme, in which only 50% of the alumni could physically attend to
the classroom and the other 50% must remain in remote modality.

To generate a similar teaching and learning experience in the remote scheme, with the help of
Alestra, this institution remodeled the classrooms by implementing technological equipment that,
through a high-resolution cameras system, professional microphonics, high-definition televisions
and collaboration tools, facilitating classes in both modalities.

In 2021, Alestra equipped 104 College and High School classrooms with state-of-the-art technology.

Telecommunications services for the Expositions and Conventions International Center of the World
Trade Center (WTC) in Mexico City

In Mexico City, Alestra is the telecommunications service provider for the events, expositions,
conventions, concerts and private events of the World Trade Center (WTC) and its facilities. A Wi-Fi
connectivity solution of high density with the capacity to provide a platform that transforms the
experience of end customers is deployed; through live video services and on-demand, location-
based dynamic services, compatibility of devices with internet of things (loT) and an innovative
mobile platform that guarantees a differentiated, secure, available and reliable communication
experience.

One of the responsibilities in giving response to administrative and technical requirements is to
guarantee response times within 4 and 6 hours once the report has been requested; permanent
staff is available to comply with this service level.



Government segment:

There is a commitment with Mexico to achieve the cooperation and contribution so that the public sector
could have the best technology available to meet Mexican people needs. For that reason, several ICT
solutions were designed for the state and municipal governments. This year, despite facing challenges
related from the government transitions, it focused in redesigning its services and offer solutions that
resulted in better attention for citizens.

For the Federal sector, the service strategy of advanced connectivity, cybersecurity and managed services
continued, while in the State and Municipal sectors a cloud-based products portfolio was promoted, in such
a way that the adoption of applications and infrastructure was more agile in government processes such as
one-stop-shop (ventanilla unica), prosecutions, public transport mobility, storage and processing, digital
education, among others.

Likewise, during 2021, relevant projects in the federal sector were developed, allowing the renewal of
contracts focused in providing integral solutions like data centers, cybersecurity, among others.

Mexican Foreign Trade One-Stop-Shop (VUCEM)

The one-stop-shop is a services integral platform to conduct all procedures regarding import, export
and merchandise transit from all over the country through a single point of entry, making internal
processes more efficient and improving citizens’ experience.

One-stop-shop is available since May 2016, since then, information flow between the Mexican
Foreign Trade, 11 Mexican public sector institutions and private entities from the maritime, air, land
and railroad sectors, has been more agile; simplifying and encouraging electronic foreign trading
operations.

Moreover, national and international foreign trade information exchange has been simplified and
promoted, which is the case of the Custom Border Protection (CBP) interoperability, entity
responsible for the United States customs operation, and the one-stop-shops of the Pacific Alliance
countries (Mexico, Chile and Colombia), which gave Mexico the 2" place in Foreign Trade One-Stop-
Shops (VUCES) in Latin America and the 8" place worldwide, according to the OECD.

Urban mobility of Gobierno de Yucatdn

Through internet of things (IoT), technology that allows to automate the passing frequency of public
transport and other data such as the quantity of passengers traveling, the distance covered and the
video surveillance, a project of urban mobility in Mérida, Yucatan, was developed.

The objective consisted in implementing an integral system for the concessioned public transport in
1,350 busses in the city of Mérida, allowing the urban mobility transformation according to the
government policies, the maximization of the hauler and the user experience improvement.

In this regard, Alestra developed solutions aimed to satisfy several needs from the city’s government
perspective, the dealership and the user. First, it conducted urban mobility studies to design and
plan the city’s growth using Big Data & Analytics. On the infrastructure side, it automated the hauler
operation, assigning routes and shifts, and installing systems for the real-time supervision of all
units, the counting of passengers and other controls to avoid ticket leaks and drivers’ theft.



For the user, it designed a mobile app that allows them to identify the closest routes and know the
real time location, eliminating the waiting time. Even more, it created a credentialing system that
simplifies the users’ access and payment once they are in the bus.

Integral monitoring and security in Mexico City’s public transport

To offer Mexico City’s public transport users a safer experience, Alestra created a digital platform
that generates indicators, alerts and information management through GPS, panic buttons, video
cameras and a real-time passengers counter, all of which are supervised from a monitoring center
to generate data analysis dashboards.

This project seeks to improve not only the passenger’s safety in the public transport, but also the
traffic safety, monitoring the driving dynamics, the drivers’ performance and speed limits,
generating as well as information about the most dangerous routes of the city; and the public safety,
video recording inside the vehicles, the driver’s complaints through a panic button and geo-
positioning data for reported incidents.

One of the possibilities of this solution is its scalability to other routes, as it has open and inter-
operational technology; the objective is to equip up to 16 thousand units in the first stage.

To reach both segments, enterprise and government, Alestra has more than 120 solutions organized in three main
categories:

Standard Services:
Voice/Telephony:

These solutions include services such as local calls, international long distance, smart lines (which allows
customers, among others, to assign authorization and call filtering codes), 800 services with national or
international coverage and cloud switch services. Additional services include digital phone lines and telephone
lines over IP protocol.

Data and Internet

e Data: direct access or last mile access and digital private lines with national or international reach.

e Internet: Alestra has a broad portfolio of dedicated internet solutions, from 1 Mbps links to high-capacity
connections of up to 10 Gbps. In addition, it offers protection for the internet link against cyber threats
through mechanisms called Clean Pipes. It also offers internet on demand, which offers high-capacity
links with rates that vary depending on the requested use.

Network Services

Alestra has a wide portfolio of network connectivity solutions that allow customers to connect their offices point-
to-point or point-multipoint either nationally or internationally. In the family of network connectivity services are
VPN, Ethernet, Wi-Fi and LAN Switches services. All these options allow the secure transmission of voice, data or
video information simultaneously.

Hosting

Hosting service which allow customers to host their servers in a secure space. The service offers an integral
solution that includes: Space, Energy, Air Conditioning, Security and Support. Likewise, the collocation solution



in the Monterrey and Querétaro data centers allows clients to expand their digitalization possibilities, by
integrating them with the Connectivity, Cloud, Cybersecurity, System Integration, among others. .

Value Added Solutions:

System Integration

Delivery of customized solutions for special information technology projects that integrate infrastructure,
applications, connectivity, security and management of several different technologies and manufacturers in a
holistic model where Alestra becomes the single point of contact for its customers. This service includes mission
critical solutions such as DRP (Disaster Recovery Plan), high availability platforms, private and hybrid clouds and
migration of environments.

Managed Services

Alestra has a managed network solutions portfolio, where clients receive the following benefits through an
equipment monthly fee: design, implementation, support, maintenance, equipment operation and
management; as well as network SDWAN Managed networks connectivity services.

Digital Transformation:

Cybersecurity

The cybersecurity portfolio provides solutions that protect computer equipment, networks and systems from
threats and attacks by providing, operating, managing and monitoring the entire information security
infrastructure the client requires. Some associated services include Vulnerability Analysis that offers a diagnosis
of the level of exposure the critical infrastructure of a network has in the event of an attack that would affect its
operation. Other services include: Security Consulting, Managed Intrusion Detection and Prevention Services,
Managed Web Filtering and Firewall Services, designed for businesses requiring controlled web access,
comprehensive multi-layer protection and all-in-one security that controls, detects, mitigates, monitors and
provides secure perimeter access. The service is offered through the Security Operation Center (SOC), where the
security of services is monitored 7x24, as well as threats worldwide so that preventive actions can be taken to
safeguard customers’ information.

Cloud

Axtel offers the latest technology through cloud access, which includes infrastructure, software, applications,
technical support and solutions, which offer unlimited capacity, universal accessibility, flexibility and savings by
not having to investing in equipment. This supported by the security and availability of data centers, whose
mission is to ensure that information and applications are available anywhere and under any circumstances.
These solutions include, among others:

e Services that offer virtual or physical servers in a rental scheme through a public cloud.

e Services of containers, serverless and new generation applications development environments.

e Services that offer the customer the option to acquire on-demand computing resources, flexible server
configurations, RAM and information storage, which can be provisioned by the client via the web.

e Access to ERP (Enterprise Resource Planning) “All in One” version of SAP and S4 HANA, across a cloud
service scheme that allows the customer to obtain savings by not having to purchase said system.

e Comprehensive infrastructure management services that include the design, implementation and
operation of complex computing solutions in high availability environments prepared to handle natural
disasters (“DRP”).



Corporate e-mail, a platform that offer customers personalized and accessible e-mail addresses from
fixed and mobile devices.

Open platform for streaming (without interruption) digital audio and video for mass distribution of
media (audio, video and images) through the web.

Generation of server backups in a fast way that allows the assurance of information through a platform
available under a “as a service” scheme.

Storage as a service for hosting and the execution of applications under an “on demand” scheme.
Cloud Backup for secure, periodic and automated backups.

Virtual desktops to remotely access your desktop and applications from any device.

Public Cloud Services (laas, PaaS, SaaS) based on the largest global public clouds in a managed service
format.

Cloud consulting and environment migration services. Service that offers to promote the use of public
clouds by taking advantage of new trends in application creation, migration and adoption of the cloud,
application coding tools, among others.

Hybrid cloud solutions combining functions from public clouds outside of Mexico, including the building
of dedicated links to guarantee the security and efficiency of the solutions.

Help Desk Service, which is a single point of contact for end users that manages incidents, requirements
and problems related to IT services.

Application Management: solutions that provide specialized management of IT services accompanied by
a complete operational model of monitoring and management based on the best practices in the
industry. In this solution, clients delegate the operation of their critical applications in a way that they
are provided with an outsourcing service for operation, monitoring, incident management, problems
and changes of business applications such as an ERP, CRM, databases, among others.

Processes Digitalization: Are robot applications, including software (RPA), that offer to automate
repetitive tasks of processes.

Site Supervision and Management (loT): Is a service that offers real-time monitoring of all objects or
people located at a site, warehouse, factory, load truck, among others. The platform offers real-time
location as well as alarms and analytical tools.

Collaboration

With these types of products Axtel seeks the integration of various communication tools that allow people to
interact and collaborate more effectively and efficiently, facilitating the management and integration of various
channels of voice, data, video, networks, systems and business applications. Some of the services that make up
the collaboration solution are:

Videoconference services that facilitate collaboration between geographically distant rooms and/or
people, providing flexibility and connectivity coverage.

Unified communication solutions that allow the use of video, instant messaging, voice, mobility and
applications to collaborate in work teams; as well as applications for call centers, which are accessed
through the cloud, so that the customer does not have to invest in the purchase of equipment.
Conference solutions which allow customers to have voice communication between a group of people
which can share content and interact with the information safely.

Cloud solutions that allow collaboration through new workspaces that help people work from anywhere
and on any device.

Solutions that enable the hybrid-working model, so that people at the office and remotely working can
collaborate efficiently and productively.



2.4) Advertising and Sales

To promote products and services in the enterprise and government segments, the Company through the Alestra
brand, uses a variety of communication and commercial tools, among which are the launch events for new products,
publications in specialized magazines and social media, experience centers or “Centro Sperto”, virtual and physical
visits to experience centers of our partners, participation in forums, online communication and direct promotion with
the support of presentations and tools.

For the wholesale and operators’ market, the Company through the Axtel Networks brand, participates in the main
national and international industry events in order to promote the portfolio of solutions and establish closer
relationships with customers and prospects.

2.4.1) Sales Channels and Strategies

Advertising campaigns are complemented by sales objectives aimed at specific market segments using various sales
channels.

Axtel’s enterprise segment model is based on sales regional teams that include a Sales Consultant, a Strategic Services
Commercial Specialist, a Customer Service Representative, a Solution Design Engineer and a Service Delivery
Representative. Accounts are grouped into categories depending on the revenues and/or business potential of the
customer. Resources are allocated according to the block prioritization scheme described in the below diagram. Sales
Consultants can be either Axtel employees or ICT Indirect Channel Integrator representatives.

Category Segment Channel

Medium-sized Enterprise Customers Sales Consultants
Indirect Channels

Large Enterprise Customers with Managed Services

Pri il ith M i
rimarily Corporates wit anaged Services Sales Consultants

Black TOP Customers from the Financial, Corporate and
Experience Wholesale Segments

In 2020 Frecuencia Alestra was part of Alestra eFest, the digital edition of the technology fair. For being a successful
event, this experience became the new Company’s showcase to present its digital transformation proposal virtually,
reached the whole country and becoming the ICT industry most relevant national tour in Mexico.

In 2021’s Frecuencia Alestra edition, more than 2,300 technology decision makers from all over Mexico gathered, in
a 100% digital format to know, firsthand, new technological solutions for the enterprise and government markets.

During the event, more than 40 digital transformation solutions were available to participants through lectures,
models and live demonstrations, presented by the ten main technology manufacturers worldwide: Avaya, Call IT
Once, Cisco, Dell Technologies, Fortinet, Hewlett Packard Enterprise, Nutanix, Palo Alto Networks, Poly and Tenable,
revealing useful solutions to improve organizations’ operations efficiency in the new normal.

Technology is constantly evolving, and therefore, by over a decade the interaction among Alestra’s clients and their
technology suppliers has been enabled through Alestra’s Centers of Experience (Centros Sperto). This collaboration
spaces pursue the objective to identify promptly changes in the technological environment and the clients’ needs,



and then from inside Alestra, those needs could be met by custom made high technology solutions. Axtel has four
Centros Sperto in Monterrey, Querétaro, Mexico City and Cancun. Sperto Virtual has allowed Axtel to continue
fulfilling its commitment to unite technology solutions experts with their clients and guide them towards digital
transformation.

During 2021, due to the pandemic, the Centros Sperto continued operating in hybrid format, 25% physically and the
remaining through Sperto Virtual by 627 sessions held. All-together, more than 800 companies and 1,300 decision
makers were hosted. Besides, eight webinars about technological trends, 10 tech days focused in particular clients
and more than 40 demos with partners, were conducted.

2.4.2) Client Experience

Axtel has the required infrastructure to make sure that the attention, response time and experience, always remain
at the level of the clients’ expectations.

To serve internal and external clients, it leans on the technology that has allowed processes to be more agile and
efficient. Internally, it created Vision 3609 a portal that consolidates the client’s history regarding previous
interactions and invoicing, in order to provide their employees with tools to obtain the latest information to offer the
best service in real-time.

It also has Alestra One Touch, instrument by which gives their clients an auto service portal so that they can upload
technical and administrative solutions, and know their status; as well as information of accounts balance, Invoices,
payment complements, active services and orders in progress. More than 5 thousand clients are registered and
interact in Alestra One Touch.

During this year, improvements were made in the technical requirements formats and satisfaction surveys about the
portal and the interactions taking place in it were applied. Towards 2022, the work will remain focused in enabling
more features to serve the customer.

With the same motivation, 32 initiatives were implemented focused on improving the customer experience through
all stages of the solutions and services value chain by the automation of processes and tools, greater coordination
and team-work agility, training and high specialization programs for employees, coupled with a more proactive and
close communication with their clients.

Closeness to the client: Proactive and early detection of needs
In 2021, despite the adverse outlook due to the pandemic, Axtel decided to strengthen the closeness with
the client by implementing an initiative based in digital interaction channels and focused on proactive and

consultive attention to promptly identify any failure, incident or dissatisfaction with Axtel’s services.

Jointly, the customer service executive and the customer himself, a visiting schedule was drawn up with at
least three or four annual proactive visits depending on the customer segment.

Following this strategy, the number of visits per customer segment increased considerably, forging a close
and long-term relationship, differentiated by the service quality.
Average increase in the number of visits to the client

At the same time, customer satisfaction goals increased from 90% to 95%, achieving very good results. To
achieve this, efforts were made to strengthen the skills of executives in matters of agility, lean six sigma and



management 3.0; working tools that simplify management were provided and the figure of Chief-Supervisor
was changed to that of Serviceable Leaders.

The average increase in the number of visits to clients was 57% in 2020 and 96% in 2021.

Some initiatives to improve customer’s experience

e Axtel created the Dev Team from Discovering Our Potential (DNP) focused on developing the
competencies of customer service executives.

e The Service Leaders were involved in the initiatives developed by the Dev Team to jointly define the
repositioning actions of the Service executives, developing and strengthening their skills.

e Agile frameworks and the SCRUM methodology were adopted to release improvement initiatives by
sprints.

e A proactive visits scheduled plan was implemented.

e A model was built to analyze the activities and intervene in those where we add real value, eliminating
waste and generating a workload balance.

e Results of the surveys carried out on clients at the end of their requirements were analyzed, the focus
is continuous improvement.

The customer satisfaction target was 95%, but satisfaction levels of 99% were achieved in all transactions.

Reduction and control of overdue portfolio due to administrative issues

To improve the customer experience from another perspective, some objectives were stablished:

e Decrease and keep healthy the overdue portfolio due to currently unresolved administrative
requirements.

o Keep payments flow constant.

e Release invoicing in an agile and automatic way.

e  Promote collections in a timely manner.

In this regard, weekly meetings were held between the collections, commercial and customer service teams,
working together to correct administrative errors that could generate overdue portfolio problems; and
therefore collections could manage payments on time.

The main initiatives were the definition of metrics, including: periodic morosity, pending purchase orders,
open administrative cases, pending application of new rates to contracts and clients with payment
agreements.

Throughout the year, these metrics were reviewed on a weekly basis to give the cases precise follow-up,
fortnightly meetings were held with the areas involved and a proformas quality review was implemented,
which ensured the correct invoicing for entries, cancellations and service changes.

Collaborative work and the creation of specific indicators to measure the results of the initiatives were
essential to achieve the objectives. In the year, the percentage of morosity reduction due to unresolved
administrative issues reached 61%, having set the objective in 50%.



Net Promoter Score (NPS)

Interested in knowing the customers’ expectations and their level of satisfaction, especially as a result of these
improvement initiatives, the application of NPS surveys continued, allowing Axtel to set a 45 points satisfaction goal
per segment and monitor the results. In 2021, it surpassed by an average of 35 points the planned NPS goal, obtaining
the following results: 67 points in the corporate segment, 72 in the enterprise segment, 89 in federal government and
90 in state government.

2.4.3) Supply Chain

The quality of the solutions provided by the Company is correlated with the decision-making within its supply chain,
therefore, as part of Axtel's commitment to sustainability, it seeks to minimize its suppliers social and environmental
impacts, by applying policies, requirements and evaluations, as well as taking into account the requirements of its
stakeholders on environmental, social and governance matters (ESG).

For this reason, it requests its suppliers to adhere to the Supplier Selection Policy and the Code of Ethics from Axtel,
in addition to complying with the Official Mexican Norms, with municipal, state and federal regulations and laws, as
well as with the provisions of official agencies such as Proteccion Civil, Secretaria del Trabajo y Organizacion
Internacional del Trabajo (OIT), among others. In this way, Axtel procures its supply chain to be aligned with its
integrity and sustainability standards, as well as with guidelines that regulate companies in matters of safety, hygiene
and occupational health.

During 2021, Axtel disclosed its anti-corruption policies and procedures to 100% of its suppliers and carried out
evaluations to ensure the compliance of its standards. It evaluated six suppliers on environmental topics and 65 new
suppliers on social affairs, without finding real and/or potential negative environmental or social impacts.

In addition, Axtel has the ALFA Transparency Mailbox, available so that they can submit complaints or comments
about their concerns or any other issue that they identify during commercial transactions.

Relevant data from Axtel's suppliers in 2021 are: 30% of the total amount of purchases was allocated to critical

suppliers; 2% of the suppliers are critical for its operation; 79% of the suppliers’ expenditure were allocated to
national suppliers and 21% to foreign ones.

2.5) Patents, Licenses, Trademarks, other Contracts and Certifications

2.5.1) Company’s Concessions

Background:

e In 2018, Axtel acquired the right to charge mobile interconnection fees so that, as a Full Virtual Mobile
Operator, it could have the right to charge mobile interconnection fees; it promoted interconnection
procedures with mobile and fixed operators.

e In 2020, Axtel reached an agreement with Telcel for the transferring of 9 concession titles that cover the
exploitation of the 50 MHz of the 3.5 GHz frequency band for 5G services in Mexico, such agreement was
previously approved by the Instituto Federal de Telecomunicaciones (“IFT”).

e At the end of 2020, the Company began mobile service operations through Alestra Servicios Mdviles;
reference offers were made with Telcel to provide Mobile Telephone service under the figure of Full Virtual
Mobile Operator (“OMVC”); this agreement allows interconnection with all mobile and fixed operators.



About the concessions:

Axtel, Alestra Innovacién Digital and Alestra Servicios Moviles (hereinafter collectively known as “Axtel”), hold certain
concession titles granted by the Federal Government; single concession titles for commercial use have a duration of
30 years and spectrum concessions have a duration of 20 years. These spectrum concession titles were recently
granted extensions for their duration, under which they allow the Company to provide the following
telecommunications services nationwide:

a. basiclocal and international telephony services

b. the sale or lease of network capacity for the generation, transmission or reception of data, signs, writings,
images, voice, sounds and other information of any nature;

c. the purchase and lease of network capacity from other carriers, including the lease of digital circuits;
d. operator services;

e. data, video, audio and videoconference services;

f.  mobile telephony service (as Full Virtual Mobile Operator)

g. message delivery service (SMS);

h. point to point and point to multipoint links; and

Digital Transformation services (Cloud, cybersecurity, mobility and collaboration); and

j.  Value Added services (System integration and managed services)

Axtel, Alestra Innovacion Digital and Alestra Servicios Mdviles have a Single Concession for commercial use, confers
the right to provide in a convergent manner all kinds of public telecommunications and/or broadcasting services,
which simplifies administrative procedures for compliance of obligations and generates economic savings, for
example: payment of rights, payment of bonds, among others. Prior to commencing operations of any public
telecommunication service that is technically feasible, operators must request the Instituto Federal de
Telecomunicaciones (“IFT”) the inscription in the Public Registry of Concessions; the concession is valid for 30 years
and may be extended up to equal terms, as long as it is requested in a timely manner.

On April 27, 2017, the merger between Axtel and Alestra S. de R.L. de C.V. (“Alestra”) was carried out, therefore, the
concessions of the public telecommunications network that Alestra had were consolidated in the Single Concession
of Axtel and consequently the frequency band concessions that Alestra had were also transferred to Axtel.

On June 22, 2019, Avantel, S. de R.L. de C.V. (“Avantel”) merged by incorporation in Axtel, S.A.B. de C.V. and
consequently, by being a merger within the same economic interest group, the IFT was notified of the transfer of
rights of the 13 frequency band concessions that Avantel had in favor of Axtel and the 3 public telecommunications
network concessions were renounced, since Axtel has the Single Concession for commercial use.

In 2020, the IFT resolved to deliver in favor of Axtel the authorizations of extension for the 20-year validity of the
concessions, to use, take advantage of and exploit frequency bands for specific use in 7, 10, 15, 23 and 38 GHz
frequencies. It also delivered in favor of Alestra Innovacién Digital, S. de R.L. de C.V. a Single Concession for
Commercial Use, which was assigned in favor of Alestra Servicios Moviles, and 3 concessions to use, take advantage
and exploit frequency bands for specific use in the 7 and 10 GHz frequencies, which were assigned in favor of Axtel

On the other hand, on February 3, 2021, the IFT transferred a public telecommunications network concession to a
single concession for commercial use, which has a granting date of November 8, 2000, and delivered in favor of Alestra
Innovation Digital.



The following is a summary of the concessions:

AXTEL
TYPE OF AUTHORIZED TERM
CONCESSION COVERAGE SERVICES BANDWIDTH (years) START EXPIRATION
Single Concession National Any service N/A 30 | Jan29,2016 | Jan 29,2046
for commercial use technically feasible
Frequency bands for National Link capacity 7 GHz 20 Aug 2,2020 | Aug2,2040
commercial use
Frequency bands for . . . Apr 2,2018 Apr 2,2038
commercial use Region 1-9 Link capacity 10 GHz 20 Sept 29, 2018 | Sept 29, 2038
Frequency bands for . . .
; National Link capacity 15 GHz 20 June 5,2018 | June 5, 2038
commercial use
F f
requency bandsfor |\l Link capacity 23 GHz 20 | Junes5,2018 | Junes, 2038
commercial use
FrequencY bands for | Region 1,3,4,6 Link capacity 38 GHz 20 Jan 26,2020 | Jan 26, 2040
commercial use &9
Frequency bandsfor |\ o) Link capacity 7 GHz 20 Aug2,2020 | Aug2, 2040
commercial use
Frequency bandsfor | ¢ 1185 Link capacity 10 GHz 20 Apr2,2018 | Apr2,2038
commercial use
ALESTRA SERVICIOS MOVILES)
Concession Titles Services Coverage Term
.. Duration: 30 years
Provision of any
. . L Bestowal Date:
Single Concession for telecommunications and / or .
. . . . National Apr-02-2018
Commercial Use broadcasting service that is .
technically feasible Expiration Date:
’ Apr-02-2048

ALESTRA INNOVACION DIGITAL, S. DE R.L. DE C.V.

(POSSESED A TELECOMMUNICATIONS PUBLIC NETWORK CONCESSION THAT CONVERTED INTO SINGLE CONCESSION FOR

COMMERCIAL USE)

Concession Titles

Services

Coverage

Term

Single Concession for
Commercial Use

Provision of any
telecommunications and / or
broadcasting service that is
technically feasible.

National

Duration: 30 years
Bestowal Date:
Nov-08-2000
Expiration Date:
Nov-08-2030

2.5.2) Main Trademarks

Axtel owns several registered trademarks that are used to market the products and services offered by the Company.
Among others, Axtel has the following most important registered trademarks:

TRADEMARK REGISTRY NUMBER EXPIRATION OWNER
1,662,025
AXTEL (blue design) 1,668,824 April 07, 2026 Axtel, S.A.B. de C.V.
1,662,026




Alestra 511,656 November 01, 2025 Axtel, S.A.B. de C.V.

Axtel 584,421 July 13, 2028 Axtel, S.A.B. de C.V.
2,171,990

AXTEL NETWORKS 2171991 July 31, 2030 Axtel, S.A.B. de C.V.
2,171,988

AXNET AXTEL NETWORKS 2,171,989 July 31, 2030 Axtel, S.A.B. de C.V.

AXNET 2230367 April 12, 2031 Axtel, S.A.B. de C.V.

HOC HOLISTIC OPERATION CENTER 1284311 December 6, 2031 Axtel, S.A.B. de C.V.

SPYDER PERFORMANCE 1420839 December 8, 2021 Axtel, S.A.B. de C.V.

(Renovation process before IMPI)
MDM CLOUD 1344418 August 8, 2022 Axtel, S.A.B. de C.V.

2.5.3) Wholesale Services - Interconnection

Axtel has entered into agreements with the Preponderant Economic Agent ("AEPT") to use services and infrastructure
and complement its network, in such way it can provide telecommunications services to its end customers; the
agreements are in force and are updated annually based on the resolutions issued by the IFT for:

e  Passive infrastructure sharing of the AEPT network;
e Local loop unbundling of the AEPT network;

e Lease of AEPT’s dedicated links; and

e  Virtual Mobile Operators;

The prices and conditions for these services are those established by the IFT for Telmex and Telcel in the Reference
Offers using cost estimation methodologies such as “Avoided Costs” or “Long-Term Incremental Costs”.

Preponderance

Derived from the telecommunications reform on June 11, 2013 and since 2015, the preponderant operators (Telmex,
Telnor and Telcel) are obliged to make available to the other operators the following:

e Sharing fix and mobile passive infrastructure (e.g. poles, ducts, rights of way and towers);

e Leasing of dedicated links;

e Resale and unbundling of all the services provided through Telmex’s local network;

e Resale of mobile services, voice, data and SMS, as a Mobile Virtual Network Operator (MVNO); and

e The agreements of national and international visiting users (roaming) that Telcel has signed with other
operators.

As of the end of 2020, the Company has signed the reference offers with Telcel to provide mobile telephony services
under the figure of Full Virtual Mobile Operator (“OMVC”), and also signed an agreement to use the ALTAN network,
while in March, 2021, an agreement was reached with AT&T Comunicaciones Digitales, S. de R.L. de C.V. in this same
line On the other hand, it signed reference offers with Telmex to:

e  Sharing passive infrastructure of Telmex’s network;
e The unbundling of the local loop of Telmex’s network; and
e Leasing dedicated links from Telmex.

The prices and conditions for these services are the ones established by the IFT for Telmex and Telcel, respectively,
but may be modified annually by filing disagreements under the Preponderant Guidelines and the LFTR, using the
cost methodology such as “avoided costs” or “long-term incremental costs”, depending on the type of service.



2.5.4) Technological Certifications

Axtel has technical certifications from Amazon, Assure, ISC, I1SO, Oracle, Cisco, Palo Alto, Checkpoint, Fortinet and
Avaya, among others, which represent the commitment to matters that concern the industry.

As of the date of this Annual Report, the Company has the following technological certifications:

Management Systems: Partners Certifications:
- 1SO9001:2015 - Aspect, Channel Sales - Equinix, Platinum Partner
- 1SO 20000-1:2011 Agreement - Fortinet, MSSP Expert Partner
- 1SO 14001:2015 - Audio Codes Gold Partner - HPE, Solution Provider Gold
- 1SO 27001:2013 - Avaya Diamond Partner Partner
- 1SO 22301:2012 - AWS, Advance Consulting - Huawei, Enterprise Partner
- 1SO 37001:2016 Partner VAP
- 1SO 31000:2018 - AWS, Select Direct Connect - Huawei, Four Stars Partner
Service - IBM, Service Provider
Best Practices: - Broadcom, Premier Partner - Microsoft, Gold Cloud
- ICREA-Levels 3, 4and 5 - Checkpoint, Three Stars Pla.atform
. Partner - Microsoft, Gold Cloud
- CEEDA Silver and Bronze L
- SSAE-18 - CISCO, Gold Integrator Productivity
-~ PCIDSS - CISCO, Gold Provider - Microsoft, Gold Partner
- EIRST - CISCO, Ad\{anced . - Microsoft, Hosting Partr-mer
- CMMISVC/3 CoIIa.bo.ratl.on Architecture - Oracle, OPN Member, Llc?nse
- MGCIC Specialization & Hardware / Cloud Solution
- CISCO, Advanced Data Provider
Center Architecture - Palo Alto Networks, MSSP
Specialization Platinum Innovator Partner
- CISCO, Advanced Enterprise - Poly, Platinum Partner
Networks Architecture - SAP MCaaS Partner
Specialization - Veeam Pro Partner Silver
- CISCO, Advanced Security Reseller
Architecture Specialization - Veritas Registered Partner
- CISCO, Hyperflex - VMWare Cloud on AWS
Specialization Solution Competency
- Dell Technologies, Platinum - VMWare Cloud Verified
Partner

In 2021, the Company acquired awards on behalf of its partners:

Fortinet AWS VMWare
- 2021 Fabric Partner of - 2021 AWS Direct Connect - 2021 VMWare Cloud on AWS
the Year Latam Service Certification Solution Competency
- 2021 Partner #1 in Sales - 2021 AWS Advanced Consulting
Partner Huawei
Poly Cisco - 2021 IP Outstanding Partner of
- 2021 Poly Platinum the Year
Partner Recognition - 2021 Service provider of the Year
- 2021 Best Project - 2021 Marketing Partner of the Paloalto
Financial Sector Year

- 2021 Social Impact Partner of 2021 Service Provider of the Year

the Year



In 2021, 190 employees obtained 228 certifications in different technologies and technical knowledge by institutions
such as Amazon Web Services, Avaya, CISCO, EC-Council, Fortinet, ISACA, ISO, ITIL, Microsoft, PMP, SCRUM, Six Sigma
and Kanban.

2.6) Information Security

Axtel has an Information Security Management System that is governed by policies and objectives aligned with its
business strategy. This model is defined in its Public Posture on Information Security on its website and is headed by
the General Management through the Information Security Committee.

Axtel's Security Operations Center and Managed Security services are ISO 31000 certified on risk management, which
allows it to identify and manage risks related to business decision-making in an effective and timely manner.

Framework and information security processes

e  Cybersecurity culture: awareness and training for employees

e Cyber resilience: risk management and business continuity

e Cyber defense: management of vulnerabilities, identities and access; technical compliance
e Incidents response

e Security by design

e Revisions: indicators monitoring, audits, certifications and pentest

e Continuous improvement

Axtel is adhered to the best practices defined in different international standards such as ISO 27001, ISO 22301 and
ISO 31000. The American Institute of Certified Public Accountants (AICPA), the Service Organization Controls (SOC)
for Cybersecurity, the National Institute of Standards and Technology ( NIST), FIRST, PCI-DSS, and SSAE-18.

In addition, it carries out internal and third-party revisions, audits, vulnerabilities, penetration tests, drills, as well as
working meetings with the actors of each business process to identify the most relevant risks and define plans for
their timely resolution.

Customer data privacy

The Disclosure Agreement addresses Axtel's commitment to the protection of personal data and privacy in
communications, which represent one of the greatest challenges for the industry.

Axtel makes sure to comply with current regulations in Mexico and reaffirms its commitment with the privacy
right and customers, suppliers and employee’s data protection; for this reason, it takes various
administrative, physical, and technical security measures to prevent loss, damage, alterations, and leaks.

The personal data that is used, comes from the owner directly and/or through physical, electronic or
presential means, as well as authorized public sources; and it is treated according to the type of owner. It
does not transfer sensitive personal information, patrimonial or financial data for secondary purposes, unless
the owner expresses his/her consent.

During 2021, Axtel did not receive complaints regarding violations of customer privacy or data leaks, or data
related to personally identifiable information (PI12). It neither recorded monetary losses as a result of legal
procedures associated with the user’s privacy.



2.7) Research and Development - Innovation

_Axtel, driven by a passion towards digital innovation, this year maintained its customers’ needs as its foundation to
design solutions that not only meet their demands, but also improve their experience and allow a more efficient
services supply.

Axtel promotes innovation from the inside and also from the exterior; the diversity of ideas helps it to design
differentiated solutions for its clients.

2.7.1) Axtel’s Innovation Model
Axtel’s Innovation Model has allowed value generation for its clients and employees.
Innsight

It is a digital platform for innovation and continuous improvement, where collaborators propose ideas and
then discuss, enrich and evaluate them in order to receive resources to allow their implementation. During
2021, Innsight achieved a 37% employee participation, with initiatives that contributed to the Company’s
digitization and automation. 73 ideas were implemented, 56 of them were from digitalization. Expected
benefits for the year totaled Ps. 226 million in operating expenses and CAPEX.

Innovation Hub

It is a physical space where creativity and ideas are structured to develop solutions. It integrated by two
centers: Business Innovation and Technology Innovation; and is located in the Innovation and Technology
Campus (CIT). During the pandemic, health and safe distance measures continued their implementation
through the help of digital tools to set remote and hybrid sessions.

NAVE

It was created five years ago with the aim of encouraging innovation and developing disruptive digital
innovation projects. Through this program, scaleups and B2B technology startups were promoted, and
commercial alliances were generated through different proposals that, by means of digitalization, help to
increase customers’ productivity.

NAVE's 5th generation was a 100% virtual program, integrated by six scaleups from Canada, the United
States, Chile and Mexico, two of them graduated and therefore, alliances were generated to launch their
products in Alestra’s 2022 portfolio. The graduated companies are: Omnix, dedicated to logistics process and
supply chain software, and 1Kosmos, dedicated to recognizing people's identities in a cybersecurity
environment.

Achievements since NAVE Accelerator was created:

o Accelerate 33 scaleups and 21 startups, from Mexico, Chile, Argentina, the United States,
Canada, and Malaysia

e Connect more than 500 employees and executives with startups, and provide workshops with
clients to encourage the innovation culture

e Conclude seven product launches for the Alestra portfolio

e Connect more than 100 key clients of Alestra with startups

e Develop more than 24 pilot tests with Alestra’s clients and even inside the company



Axtel Labs

It is a research and development laboratory where emerging technologies such as artificial intelligence, are
explored and experimented with, such us: Big Data, Internet of Things and blockchain, among others, with
the aim of creating digital products and services to launch them on the market. In 2021, from Axtel Labs
development of three new projects was carried out:

1. ARPI
Value proposition: help manufacturing companies to identify defects in their products automatically, quickly
and accurately through computer vision and artificial intelligence technology.

2. Unbreakable Internet

Value proposition: enable a 24/7 connection for businesses whose operation depend on the internet, giving
them a solution that intelligently combines several providers, guaranteeing the business’s vital operation at
any time and without interruptions.

3. CODEX
Value Proposition: applications programming interface (API) of data extraction and data-field correlation,
transforming unstructured data into structured ones with a very high level of reliability.

In addition to the actions we carried out around the Axtel Innovation Model, innovation was taken to our
advantage to be more flexible and agile in our internal and customer service processes. During 2021, the
AGILE culture was implemented under the infrastructure and operations management; now its projects go
through a methodology that consists of planning, design, development, testing, iteration and feedback until
reaching the definitive launch of a process or a solution.

To make it happen:

e More than 20 teams with Kanban practices were created

e 230 people were trained in agility practices

e 8coaches were trained and certified in agility practices, Kanban Management Professional and
Management 3.0.

e Directors and managers were trained in Kanban for Leaders

e More than 700 hours of mentoring were given to the teams for the implementation of the
agility strategy

As a result, incidents processing time was reduced by almost 70% in the incidents attention area.

2.7.2) Axtel Digital

One of the biggest challenges due to the pandemic was adjusting Axtel's operations to a completely remote
environment. A change made, thanks to the Axtel Digital initiative, which made it possible to create a transition
towards a hybrid working culture, rethinking physical and digital spaces and processes to comply with health
regulations and work safely. This year, the aim was to increase the efficiency and agility of operations, without risking
the safety of employees and associates.

The redesign of Axtel's processes has been an essential part of its new business model; A detailed review was carried
out of for all the functions of the pilot model implemented at the beginning of the pandemic, as well as feedback
analysis from employees to make changes and increase productivity through specialized training and digital tools.



Adjustments were conducted in employees’ training aiming to make Axtel a more intelligent, analytical and data-
based organization. The understanding of cutting-edge technological topics is constantly updated, such as automation
and data exploitation in new digital trends.

Specific strategies are used to achieve digital transformation and carry out specific projects to automate a large part

of the operation. Using tools such as Robot Process Automation (RPA), customer experience can be improved with a
minimum level of expense, obtaining optimal results and maintaining the budget.

2.8) Main Customers

Axtel, under its brand Alestra, has in its portfolio more than 18 thousand enterprise customers, including national and
multinational corporations, large and medium-sized companies from the financial sector, retail, education,
manufacturing, among others, as well as federal, state and municipal entities and dependencies from the government
sector. The Infrastructure Unit has wholesale customers, mobile and fixed operators (national and international)
internet giants, data centers and tower operators.

In 2021, the top ten customers represented 26% of the Company's revenues. The two largest customers accounted
for 9% and 5% of total sales, respectively. No other customer represented more than 5% of Axtel's total revenues.

2.9) Applicable Legislation and Tax Situation

2.9.1) Applicable Law in the Telecommunications Industry
General

In June 2013, substantial reforms were enacted in the Mexican Constitution to overhaul the Telecommunications
industry’s regulatory framework; these reforms are detailed in section 2.11.3) Recent reforms in the Mexican
telecommunications industry. The telecommunications industry in Mexico is primarily regulated by the LFTR, which
became effective on August 13, 2014, and the 2013 Constitutional Reform empowered the IFT with far-reaching
authority over the telecommunications and broadcast industries. Additionally, there are several administrative
provisions that regulate the industry.

Under the terms of the LFTR, the IFT is responsible for regulating all aspects of the Mexican telecommunications
industry, including those related to regulatory, competency, administrative and operating matters. The IFT is an
autonomous and public constitutional entity with the purpose of regulating and promoting competition and
overseeing the efficient development of the telecommunications and broadcast industries in Mexico. The IFT is
responsible for, among other things, the creation of policies and supervision of the use, development and exploitation
of the radio spectrum, orbital resources, satellite services, public telecommunications networks, as well as the
provision of broadcasting and telecommunication services, and regulating access to active and passive infrastructure
and other essential resources.

The IFT is the highest authority in telecommunications and has the authority to grant and revoke concessions and
permits, including the allocation of spectrum frequencies, granting, transferring, renewing or revoking concessions,
and establishing interconnection rates and applying penalties for infractions. The IFT makes the final decision on the
resolution of these matters, and once a final decision is made, its resolutions can only be revoked through injunctive
action (amparo indirecto), without the possibility of a provisional suspension while the injunction is resolved.

In December 2019, the governments of Mexico, Canada and the United States reached an agreement to renovate the
Free Trade Agreement named T-MEC. This agreement considers the main applicable measures in the field of
telecommunications in Mexico that are intended to promote healthy competition. On the other hand, various



principles to facilitate digital commerce were also included in the agreement, which will encourage the availability of
goods and service through information and communication technologies.

Likewise, to complement Axtel’s existing portfolio of solutions with mobility service, services using Altan, Telcel and
AT&T networks are marketed. Furthermore, as a complete virtual mobile operator (OMVC), various resolutions and
agreements were obtained that allow Axtel to interconnect with all mobile and fixed operators, in addition to the fact
that it has the right to charge mobile interconnection fees.

Concessions

As part of the Constitutional Reform of 2013, in the new Federal Telecommunications and Broadcasting Law, the
concession regime of the Public Telecommunications Network (RPT) was eliminated, now the "Single Concession" is
foreseen as a general framework to provide any telecommunications and broadcasting public services, which has
advantages such as:

(i) Conferring the right to provide all types of public telecommunications and / or broadcasting services if
the concessionaire complies with the obligations and tariff payments established by the IFT. If the use
of the radio spectrum or orbital resources is required, it must be obtained in accordance with the LFTR,
and will be granted by the IFT under the applicable concession.

(ii) Allowing the consolidation of all concession titles under the RPT, thus simplifying administrative
processes to comply with obligations.

(iii) Requiring the registration of, among others, the concessions granted, authorizations given, and the
associated services allowed. Before starting operations in any telecommunications service, the company
in question must request the registration of the corresponding concession title in the Public Registry of
Concessions.

(iv) An extension of 30 years in the validity of the concession title, with the option of extending in equal
terms. Concessions for the use of the radioelectric spectrum or orbital resources are granted with a
validity of 20 years, with the option of extending in equal terms.

In accordance with the applicable legislation, there is a possibility to seize assets that make up a public
telecommunications network that has been installed and is in operation, however, the power to intercede in security
interests is limited, as an authorization of the IFT is required for a third party to acquire rights with respect to the
telecommunications network in question.

In addition to concessions in accordance with Article 170 of the LFTR, the IFT also grants authorizations for:
e  Establishing and operating a telecommunications service marketer;
e Installing, operating or exploiting ground stations to transmit satellite signals; and
e Installing and operating cross-border telecommunications and satellite systems.

Additionally, authorized marketers will have the authority to:
e Access wholesale services offered by concessionaires; and
e  Market their own services or provide telecommunications services as resellers.

Transfer. Concessions are a matter of transfer of rights after the first three years of granting. The IFT must approve
this assignment of the concession title if the transferee agrees to comply with the concession obligations.

As an exception, the authorization of the IFT will not be required, in the case of assignment of the concession by
merger of companies, splits or corporate restructuring, in accordance that such acts are within the same control group
or economic agent. For this purpose, the operation must be notified to the IFT within 30 calendar days following its
completion.

Termination. A concession or permit may end in compliance with the LFTR upon the following events:



e  Expiration of its term;
e  Resignation by the concessionaire;
e Dissolution or bankruptcy of the concessionaire; or
e Revocation by either of the following events:
l. Failure to exercise the rights of the concession within the established term;

Il Perform actions in contravention of applicable law or that affect the rights of other
concessionaires;

M. Failure to comply with the obligations or conditions established in the concession title;

V. Refusal to interconnect other concessionaires, partially or totally disrupting or hindering
interconnection traffic, without justifiable cause;

V. Failure to comply with the obligation to retransmit television signals of restricted networks,
free of charge and on a non-discriminatory basis;
VI. Refusing to retransmit broadcast content;
VII. Change in the nationality of the concessionaire or initiating action to request protection from
a foreign government;
VIII. Assignment, lease, or transfer of the concession or authorization, the rights conferred by

them, or the assets used for the exploitation of the concession or authorization in
contravention of applicable law;

IX. Failure to pay to the Federal Treasury any amount due as fees owed to the Federal
Government;
X. Failure to comply with the basic obligations for granting the concession;
XI. Not providing the guarantees or assurances established by the IFT;
XII. Changing the location of the broadcast station without prior authorization from the IFT;
XM, Change the assigned bandwidth frequencies without authorization from IFT;
XIV. Suspend, totally or partially, telecommunication services in more than fifty percent of the

coverage area without justification and without authorization of the IFT for more than twenty-
four hours or up to three calendar days in the case of broadcasting;

XV. Failure to comply with resolutions issued by the IFT in conduct cases linked to monopolistic
practices;
XVI. Any case of dominant or preponderant economic agents that benefit directly or indirectly from
the free retransmission rule of television signals through other operators;
XVII. Failure to comply with resolutions or determinations of IFT regarding the accounting,
functional or structural separation;
XVIII. Failure to comply with the resolutions or determinations of IFT regarding the local network
unbundling, divestment of assets, rights or necessary equipment, or asymmetric regulation;
XIX. Use of the concession granted by IFT, for purposes other than those requested, or profit from
actions prohibited for the relevant type of concession; or
XX. Any other provision set forth under applicable law.
The IFT will immediately revoke concessions and authorizations if sections |, llI, IV, VII, VIII, X, XII, XIll, XVI, and XX

mentioned above are violated. In other cases, the IFT may revoke a concession or authorization if it has already
sanctioned the concessionaire at least twice, under the issues indicated in these sections, except for the case of
section IX.

Rescue. In addition to the above, concessions can also be revoked by rescue. The Mexican Government is empowered
by law to permanently terminate any telecommunication concession and claim any related asset for reasons of public
interest. Under Mexican law, the Mexican government is obligated to compensate the owner of such assets. The
amount of the compensation will be determined by an appraiser. If the party affected by the rescue considers that
the compensation is not appropriate, it has the right to initiate a judicial proceeding against the government. In this
case, the competent authority will determine the appropriate amount of compensation that must be paid to the party



affected by the rescue. So far, Axtel is not aware of any case in which the Mexican Government has expropriated a
concession from telecommunications companies. There is uncertainty regarding the terms and the amount paid in
compensation.

Temporary seizure. The Mexican Government may temporarily seize all assets related to telecommunications
concessions or permits in the event of a natural disaster, war, threats to internal peace, economic reasons or for other
reasons related to national security. If the Mexican Government temporarily seizes such assets, except in the event
of war, it must indemnify the concession holder for the losses and damages, including lost accrued revenues. Axtel is
not aware of any instance in which the Mexican Government has exercised its temporary seizure attributions in
connection with a fixed or mobile telecommunications services company.

Rates for telecommunications services. In accordance with the LFTR, rates for telecommunications services (including
fixed, local and mobile services) are freely determined by the providers of such services, in terms that allow the
provision of services in satisfactory conditions of quality, competitiveness, security, retention and non-discrimination.

In accordance with the LFT, a company must register through the IFT’s Electronic Rate Registration System prior to
the provision of its services.

In case of disagreement over interconnection tariffs or conditions, the IFT has the authority to determine the
requirements in terms of rates, quality and types of services. Additionally, it will apply asymmetric measures to the
concessionaires that have been declared as Preponderant Economic Agents and / or with substantial power in the
market in accordance with the precepts of the LFTR and other applicable regulations. All tariffs for
telecommunications services must be registered with the IFT prior its application.

In March 2014, the IFT declared América Movil (Telcel) a Preponderant Economic Agent, imposing asymmetric
regulation upon them, including measures such as zero mobile termination rates for traffic terminating on their
networks, requiring Telcel to allow other service providers to use its infrastructure.

2.9.2) Limitation on Capital Stock Investments by Foreign Shareholders — Foreign Investment Law

The holding of shares by foreigners of Mexican companies in certain sectors is regulated by the Foreign Investment
Law and the Regulations of the Foreign Investment Law and the National Registry of Foreign Investments. The
National Commission for Foreign Investment carries out the provisions of the Foreign Investment Law and its
Regulations.

By virtue of the Decree by which various provisions of articles 6, 7, 27, 28, 73, 78, 94 and 105 of the Mexican
Constitution were amended and added, regarding telecommunications industry dated June 11, 2013, and the Decree
by which the Federal Telecommunications and Broadcasting Law and the Public Broadcasting System Law were
issued; and various provisions on telecommunications and broadcasting are amended, added and repealed. On July
14,2014, the restriction was eliminated so that companies in the telecommunications sector allowed the participation
of foreigners in their social capital.

As a consequence of the above, the pertinent modifications were made to the CPOs trust agreement as well as to the
issuance act formalized on December 1, 2005, to reflect the elimination of the limitations established for foreign
holders of Axtel’s CPOs, in order to equalize the corporate rights among the holders of CPOs, without distinction as
to their nationality.

On March 26, 2018, an Amendment and Re-expression agreement of the Irrevocable Trust Agreement No. 80471
called AXTELCPOs was signed, for the purpose of modifying, among others, the elimination of the restrictions of
corporate rights to foreign holders. Therefore, the amendment to the Certificate of Issuance of the CPOs was carried
out and was formalized on May 23, 2018, as well as the respective exchange of the CPOs before the Indeval (S.D.
Indeval, Institucion para el Depdsito de Valores, S.A. de C.V.) effected on July 31, 2018.



2.9.3) Income Tax (IT)

The Company is subject to the legislation applicable to variable capital corporations. As of this date, the Company
follows all fiscal obligations under its charge and it does not enjoy any specific tax benefit, being a taxpayer of federal
and local taxes in accordance with the taxation regimes provided for by the applicable legal provisions. The Company
was subject in 2021, 2020 and 2019 to a legal income tax rate of 30%.

2.10) Human Resources

As of December 31, 2021, Axtel had 4,237 employees, of which 199 are on temporary contracts. Axtel does not have
unionized personnel. For the years ended December 31, 2020 and 2019, Axtel had 4,458 and 4,643 employees,
respectively.

2.11) Environmental, social and corporate governance commitment (ESG)

Axtel's commitment to environmental, social and corporate governance (ESG) matters is not a recent decision. Axtel
is a company that from its origins has shown that responsible management of the business, its people and resources
is inherent to its philosophy, values and the way it operates, however, every time becomes more relevant to report
Axtel's performance regarding these topics, aligned with the most important sustainability methodologies, standards
and initiatives in the industry. In 2021, Axtel improved its rating in the S&P corporate sustainability evaluation,
reaching the 71st percentile in the global Telecommunications industry (Date: Dec'21).

Axtel has the purpose of creating innovative, specific and adequate solutions making possible for its clients to access
information and communication technologies that contribute to improve living conditions of present and future
generations, in a sustainable manner. Its mission is to enable organizations to be more productive through
digitization. Its vision is to be the best option in the digital experience through innovation to create value.

The Sustainability area, led by the Executive Management of Human Capital, follows the five items that integrate
Axtel’s Sustainability Model, and where each of the areas of the company contributes with the most relevant
activities, initiatives and results . The five areas are: environmental awareness, labor welfare, social connection,
operating efficiency, innovation and digital culture.

This model is in line with Axtel's Sustainability Strategy, designed to make its vision of contributing to a more
sustainable future a reality, effectively managing the risks and opportunities that faces as an organization, through
integrity in corporate governance processes, fair labor and social practices, as well as responsible use of
environmental resources.

For 10 years, Axtel has demonstrated its commitment to a more sustainable, inclusive and fair future for everyone,
ratifying its adherence to the United Nations Global Compact.

2.11.1) Environmental Commitment

To take advantage of resources efficiently, Axtel seeks to minimize the negative environmental impact derived from
its operations and optimize its operations.

Its Environmental Policy is the main guideline in its sites and offices for good performance in this matter. Three
specific policies are derived from this document: Waste and Residues; Energy saving; and Water Consumption, which
guide the use and specific management of each resource.



Axtel is constantly looking for alternatives and implements improvements in its processes to be more efficient, and
so that it can offer its customers innovative solutions, of the best quality and with a low negative environmental
impact.

ENERGY USE
Energy is a key resource to operate in the industry and in general to meet the technology demands of its
customers.

The Energy Savings Policy specifies the actions that help guarantee the efficient use of energy in accordance
with the best practices in the sector, and consequently, reduce its Greenhouse Gas emissions (GHG).

Shutdown of telephone centrals

Since 2020, Axtel began the process of shutting down obsolete equipment telephone centrals, which will end
in 2025. To achieve this, they relied on suppliers specialized in uninstalling, purchasing obsolete equipment,
and extracting raw materials and wiring for its reuse or recycling.

This initiative, in addition to generating an environmental benefit due to the tons of carbon dioxide that will
no longer be emitted, represents significant savings for the business.
e 2020: 6 shut down plants that represented economic savings of Ps. 2.3 million and avoided 414
tons of CO2e.
e 2021: 13 shut down plants that represented an economic saving of Ps. 3 million and avoided 553
tons of CO2e.

MIGRATION TO CLEAN ENERGY (KWH)

By 2023, Axtel pursues that 72% of its energy consumption will come from clean sources; in 2021, it migrated
56% of its consumption to more efficient suppliers; 45% of Axtel's energy consumption came from clean or
renewable sources.

As well, in 2021, it started the migration to neutral-emission suppliers, that is, suppliers that do not generate
CO2 emissions, achieving the goal of 4% of its total consumption. 2022’s goal is to reach 11% of total
consumption with neutral emissions, as well as continue the migration to more efficient generators, seeking
to reduce the less efficient generation supply to 39%.

EMISSIONS OF GREENHOUSE GASES

This year, for the second time, Axtel prepared its inventory of greenhouse gas emissions (GHG), through
which it identified and reported direct and indirect emissions that resulted from its operations, aiming to

measure and improve the way in which it manages its environmental performance.

In 2021, its total GHG emissions were reduced by 28%, mainly due to the shutdown of 13 obsolete telephone
centrals and the reduction of employees traveling due to the new normal.

Likewise, it voluntarily reported its emissions to the CDP in the climate change and emissions modules.

Scope 1 (direct emissions)

Scope 1 emissions correspond to fuel consumption and power generation at Axtel's sites (fixed sources) and
fleet (mobile sources). This year, the Scope 1 direct emissions represented 11% of the total emissions of its



operations; they increased compared to 2020 due to electricity shortages caused, mostly, by climatological
events unrelated to its operation. Therefore, a greater amount of fuel was consumed by emergency plants
to guarantee business continuity.

Scope 2 (indirect emissions)

Scope 2 emissions are derived from the electrical energy purchase for sites and offices. This year, indirect
Scope 2 emissions represented 88% of total reported emissions. In this scope, they registered a considerable
reduction in the emissions generated, mainly due to the increase in consumption of renewable energy
sources.

Scope 3 (indirect emissions)

Scope 3 emissions consider all those that come from its value chain, that is, that are generated indirectly.
The most relevant sources come from employees’ business trips by plane and from the gasoline bonuses
given to executives. These emissions represent 1% of the total emissions derived from its activities.

Trips

During 2021, employees made national and international trips that together
accumulated 1.2 million km, resulting in an indirect emission of 202 tons of CO2e.

Bonuses

In 2021, emissions derived from the gasoline bonuses delivered to executives resulted in 301 tons
of COze.

WASTE MANAGEMENT AND DISPOSAL

Axtel manages its waste in accordance with its Waste and Residue Management Policy, the Official Mexican
Standards and the current environmental legislation in the country. Most of the materials it consumes are
used in its operational functions, and not in service delivery because its technological solutions are intangible.

Both, hazardous waste and lead acid batteries are deposited in a temporary warehouse and, through
specialized suppliers, they are sent for an adequate disposal and confinement.

Throughout 2021, 194 thousand kg of paper and 6 thousand kg of cardboard were sent for recycling, a
considerable increase compared to previous years because in 2021, we carried out the depuration of physical
information in files and warehouses.

2.11.2) Social Commitment

During 2021, the 4,237 employees demonstrated, once again, their ability to be flexible, resilient and committed to a
digital and remote working environment, thus confirming that digital transformation exists, and it is part of Axtel’s
new reality.

AXTEL TEAM

The new working culture that today defines Axtel meant many challenges for its team, some of which
remained since 2020, such as the stress caused by the pandemic, the pressure of staying at home, the lack
of social interaction and maintaining the role as fathers, mothers and teachers. These new situations
motivated Axtel to implement changes in processes, infrastructure and facilities, in order to provide its



employees the certainty that, if they needed to attend the office, the facilities would be ready and safe to
receive them.

On the other hand, to facilitate remote work, Phone Systems equipment, which is telephony through Teams,
was delivered to 579 employees who need to make collection, recruitment and customer service calls as part
of their work, without the need for use their home phone or personal cellphone. Additionally, 955 headbands
were delivered to employees working in these same areas.

Furthermore, 50 maternity and 20 paternity leaves were granted during 2021, of which 96% and 100%,
respectively, returned to their activities at the end of their leave.

HEALTH AND SAFETY

The integral health of employees, regardless of whether they perform their duties at home or in the field, is
a priority for Axtel. A health and safety management system is operated, based on the Safety Self-
Management and Occupational Health Program (PASST) in accordance with the Official Mexican Standards
of the Ministry of Labor and Social Welfare (STPS), which guides the way in which it addresses these issues
with its collaborators and is integrated by activities such as training, incident registration, preventive
measures implementation, medical surveillance and control.

In addition, to monitor safety measures, manage possible health crises within the company, inspect
workspaces and manage investigations related to work accidents, Axtel has the Safety and Hygiene
Commission, which represents 100% of its employees, as well as a Security Committee and Civil Protection
Brigades.

The health and safety management system is frequently audited to ensure that Axtel complies with STPS
requirements. In 2021, 103 brigade collaborators participated in a campaign to improve their knowledge in
firefighting, first aid and evacuation.

Additionally, access to medical and health care services is available to its employees: talks with specialists;
agreements with laboratories and care clinics; medical consultation and guidance (cancer, prostate,
diabetes); influenza vaccination campaigns; tetanus vaccination campaign; consultation with nutritionists;
psychological counseling and preventive health indicators measurement (IMSS).

In response to the requirements arising from the pandemic, during 2021, the Contingency Committee
continued meeting every 15 days to review support requests for employees who were affected by the
disease, as well as to update the preventive measures to be implemented in the Company.

Axtel invested Ps. 5.1 million in security supplies such as masks and antibacterial gel, COVID tests, sanitization
and medical equipment.

Throughout the year, in Mexico and in a large portion of the world, governments activated vaccination
campaigns against COVID-19. In Axtel, the vaccination of its workforce was promoted. In Nuevo Ledn, at the
end of the year, 3,426 employees had at least a first vaccination dose against the virus. Even more, Axtel
participated in cross-border vaccination campaigns, supporting trips of 50 employees to the United States
border to be vaccinated. It also organized two vaccination sessions against influenza, in which 1,685
employees and family members participated.

At Axtel, the health of its employees goes beyond preventing accidents, injuries or infections, and is in line
with the requirements to comply with NOM 035 Psychosocial Risk Factors at Work. Through the
Comprehensive Welfare strategy, a series of guidelines were implemented to create healthy working



environments, free from any form of violence, abuse, retaliation and/or discrimination, as well as work and
family balanced.

COMPREHENSIVE WELL-BEING IS INTEGRATED BY THREE DIMENSIONS:

Health. With the guidelines and protocols on various topics such as psychosocial risk factors NOM 035, care
for traumatic events, COVID-19 prevention and mental health care. During the year, informative talks on
nutrition, anxiety, emotional intelligence, insomnia and grief in the face of a loss were held, in which 2,798
employees participated.

Professional. With the institutional programs of Axtel Digital, Axtel’s Educational Fair and webinars with
experts, as well as virtual events such as the 10 years seniority recognition and the year’s end celebration.

Balance. With workshops on healthy desserts, personal finance, skin care and healthy aging in which 1,044
employees participated. In addition to online yoga and pilates classes in which 2,190 employees registered.

COLLABORATORS DEVELOPMENT

The pandemic has been a catalyst for the digitization of multiple processes, one of them the employees
training. This year, once again, a large part of the courses and training offered by Axtel were carried out
through digital platforms such as Microsoft Teams, which contributed to its digital evolution. Axtel’s
employees received an average of 34 hours of training; in 2021, Axtel invested Ps. 11.8 million in employees
training.

Aware of the importance of being up to date on issues relevant to the industry and the services it provides,
190 employees obtained 228 certifications in different technologies and technical knowledge from
institutions such as Amazon Web Services, Avaya, CISCO, EC-Council, Fortinet, ISACA , ISO, ITIL, Microsoft,
PMP, SCRUM, Six Sigma and Kanban.

As for UniAlestra, Axtel's enterprise university, in 2021 efforts continued in order to obtain official validity
from the Ministry of Public Education (SEP) in eight postgraduate programs. Currently there are five
feasibility requests and three for official validity (RVOE).

Since 2020, LinkedIn Learning began to be used aiming leaders to develop technological skills at their own
pace and at flexible schedules. In 2021, we expanded the program, and all collaborators can enter the
platform to obtain a certification or update themselves on technologies for the development of their
activities. By the end of the year, 327 employees completed 3,626 courses with an accreditation greater
than 80%, which is equivalent to more than 5 thousand hours of training.

With the same interest, the skills and competencies of teams are measured to be able to trace training
routes and succession plans, therefore carrying out performance evaluations on 497 employees, middle
managers, managers and directors.

For the first time, to measure the levels of commitment perceived by employees with the company, a
survey was applied in June in which 2,947 employees participated, representing 70% of the workforce. The
result was an engagement level of 98%. In this same survey, employees were asked to evaluate different
items related to Axtel's organizational culture, compensation concepts were the best evaluated.



2.11.3) Corporate Governance

The Board of Directors is the highest governing body of Axtel and, together with the CEO, is responsible for
guaranteeing the creation of sustainable value for its clients, employees, investors and suppliers through responsible
decision-making, focused on the business strategy and in line with the values, ethics and integrity that define the
Company.

It is integrated by 11 proprietary directors, seven of which are independent and one is alternate, and is co-chaired by
Alvaro Fernandez Garza and Tomas Milmo Santos.

The directors were appointed and approved at the General Shareholders’ Meeting on March 7, 2022, in accordance
with the guidelines defined in the Securities Market Law (LMV), Axtel's bylaws, its Code of Ethics, OECD’s Code of
Principles and Best Corporate Governance Practices and the Principles of the Global Compact.

In recent years, efforts have been focused so that the Board’s decisions also address environmental, social and
governance (ESG) affairs that are relevant to Axtel's stakeholders and the sectors from which it is part. In this regard,
this year the areas of opportunity detected in the ESG questionnaires were integrated into the priorities of some
executive managements, in order to define actions to address and communicate them to the Board of Directors.

Axtel's Internal Control area, under the Executive Finance Department, is responsible for documenting and managing
the main risks faced by the company, as well as providing follow-up and reporting. Each year, a risk evaluation and
identification is carried out under an integral approach, where each of Axtel's Executive Areas identifies the main
existing and emerging risks, obtaining Axtel's risk matrix; under which, they are classified by type: strategic,
operational, financial, information or climatic; their nature, their probability and impact.

Based on this matrix, the strategy or work plan to mitigate it is determined, those responsible of managing them are
defined, and the progress of the strategy is monitored. The results are presented to the Audit and Corporate Practices
Committee of Axtel and ALFA on a quarterly basis.

To support the functions of the Board of Directors in audit matters, we have the Audit and Corporate Practices

Committee. This committee is integrated by three independent directors and is chaired by Enrique Meyer Guzman.
For more information, see the Management and Shareholders section of this Annual Report.

2.12) Market Information — Mexican Telecommunications Industry

2.12.1) Markets

Axtel is a company focused on the Mexican ICT market, organized in two business units: managed ICT services under
the Alestra brand to serve the corporate, enterprise and government segments; and infrastructure under the Axtel
Networks brand unit that, as a fiber optic neutral operator provides connectivity services to the services unit as well
as other carriers. With a high focus on convergent Digital Transformation managed services (Cloud, Cybersecurity and
Collaboration) and Value-Added solutions (System Integration and Managed Services), Axtel has positioned itself as
a brand that has the experience, infrastructure and leading services to energize the ICT industry, and contribute to
the development of a new generation of more innovative, efficient and competitive companies. This is backed by
strong partnerships with world leading technology partners and a service philosophy that strives for excellence.

The Company has the necessary experience and reputation of providing highest standards of service required by
corporations and companies in the most significant sectors of the Mexican economy. Axtel currently has ongoing
contracts with most of the international and domestic financial groups in the country, which emphasizes Axtel’s
important positioning within the financial sector, as in many others.



Enterprise market penetration by service

Service Market Penetration '21 (%)
Telecom 20%
Connectivity and Managed Networks 18%
Voice and Data 31%
Collaboration 14%
Information Technologies 6%
Cybersecurity 9%
Data Centers and Cloud Services 6%
System Integration 5%

*Company estimates with information from third parties including industry analysts, such as IDC, Gartner,
Frost&Sullivan and Select.

2.12.2) Market Size and Projected Growth

According to industry analysts, including IDC, Gartner, Frost & Sullivan and Select, the Mexican Telecommunications
market generated Ps. 84 billion in 2021, a 2% annual increase. For the next 4 years, Telecommunications market is
expected to have an annual compounded growth of 4%; the projected growth in Managed Services will be impacted
by a decrease in Voice and Data services; meanwhile the Information Technology market will grow 10% driven by the
growth of Cloud Services, Cybersecurity and Systems Integration.

The Mexican infrastructure addressable market for Axtel Networks is estimated to be around Ps. 12 billion for 2021
and a 13% annual growth is expected for the next 5 years.

The expected investments in the deployment of 5G new generation mobile networks and the construction of new
data centers represent attractive opportunities for-fiber-to-the-tower and fiber-to-the-data-center services.

2.12.3) Competition

The main competitors in the telecommunications sector are: Telmex (Triara, Scitum,Global Hitts, RedUno), Grupo
Televisa Telecom (Bestel, Metrored), KIO Networks (MasNegocio, Smart, TibalT, Wingu), Grupo Megacable (MCM,
Hola, Metrocarrier) and Total Play Empresarial.

Telmex. Axtel's main competitor, was formerly the state-owned Telecommunications monopoly. It has the largest
nationwide infrastructure covering the full spectrum of the market (enterprise, government, residential, telecom, IT,
OTT), additionally America Movil participates in the mobile market business through Telcel. Its revenues come mainly
from the residential market. In 2015, Telmex was declared a preponderant economic agent under the new
telecommunications reform, because of its market power and focus on providing local telephony and internet
services. Strengthened in the public sector; it has been awarded important multi-year contracts in the current federal
administration.

Televisa Telecom. Televisa, the largest Spanish-speaking media company in the world, is the majority owner of
Cablevision, TVI, Cablemas, Telecable and Cablecom. By leveraging its position in the media sector, as well as its strong
capitalization, Televisa has entered the Telecommunications industry. For the enterprise and government segment it
offers solutions through Bestel (with more than 15 years of experience and part of Grupo Televisa Telecom since
2007), providing voice, networks, internet, information technology and managed services. Televisa is also the majority
owner of SKY and lzzi, operator and leader in pre-paid television services in the country. Televisa offers CATV services,
broadband internet and telephony services through double-play and triple-play packages. In November 2014, it



rebranded its cable service as “lzzi Telecom”. Televisa also currently offers its “Blim” service, an OTT platform that
competes with Claro Video and Netflix and provides mostly domestic content.

Kio Networks. This company provides an information technology and infrastructure portfolio. It has data centers
located in Mexico, Central America, the Caribbean and Europe. It is in a sale process since the middle of last year.

Megacable. It provides internet services, paid television and fixed telephony services to the residential and business
segments. In addition, it owns Metrocarrier, MCM, Hola and PCTV, providing value-added services that include
managed services, equipment and content.

2.12.4) Reforms in Mexico’s Telecommunication Sector

Constitutional Decree: On June 11, 2013, the “DECREE amending and adding various provisions of articles 6, 7, 27,
28, 73, 78, 94 and 105 related to telecommunications matters of the Political Constitution of the United Mexican
States was published in the DOF”, by which reforms were created to promote healthy competition and free
concurrence in the sector.

AEPT Resolution: On March 6, 2014, the plenary session of the IFT approved the “Resolution by which it determines
that the economic interest group integrated by América Moévil S.A.B DE C.V, Telefonica de México S.A.B DE C.V, and
Telefdénica del Noreste S.A. DE C.V, Radiomdvil DIPSA S.A.B DE C.V, Grupo Carso S.A.B DE C.V and Grupo Financiero
Inbursa S.A.B DE C.V as Preponderant Economic Agent in the Telecommunications sector (“AEPT”) and imposes
necessary measures to prevent affecting competition and free concurrence".

The concessionaire companies of the Preponderant Economic Agent (Telmex, Telnor and Telcel) have the following
obligations towards other concessionaires:

e The sharing of its fixed and mobile passive infrastructure (for example: use of poles, pipelines, rights of way
and towers, to mention the most relevant);

e |Lease of dedicated links;

e The resale and unbundling of all the provided services through the Telmex local network.

e Theresale of mobile voice, data and SMS services through the figure of the Mobile Virtual Operator (MVNO);
and

e The national and international visitor user agreements (roaming) that Telcel had signed with other carriers.

Law Decree: On July 14, 2014, it was published in the DOF the “Decree by which are issued the Federal
Telecommunications and Broadcasting Law; and various provisions on telecommunications and broadcasting are
reformed, added and repealed”.

On August 13, 2014, the Ley Federal de Telecomunicaciones y Radiodifusion (LFTR) became effective, empowering the
IFT to undertake any and all duties and responsibilities set forth in the Federal Law of Economic Competition (Ley
Federal de Competencia Econémica) (LFCE) in respect to the telecommunications and broadcasting sectors, including,
among others, (i) analysis of concentrations; (ii) opinions in bidding processes; (iii) investigation of anticompetitive or
monopolistic practices; and (iv) application of sanctions.

The LFTR authorizes the IFT to regulate competition in the telecommunications and broadcasting sectors using a
variety of regulatory mechanisms, including:

Determination of the Existence of Preponderant Economic Agents. The IFT may declare, at any time, the existence of
a “preponderant agent” in the telecommunications and broadcasting sectors. The LFTR considers a preponderant
economic agent to be any person who, directly or indirectly, owns more than fifty percent of the subscribers, users,



audience, traffic on their networks, or capacity used on such networks, measured on a national basis, in the provision
of broadcasting or telecommunications services.

Asymmetric Regulation. The IFT may impose “asymmetric regulation.” Any economic agents that are declared by the
IFT to be preponderant economic agents shall be subject to asymmetrical regulation as determined by the IFT, which
could be applied in respect to rates, information, quality of services, exclusivity, divestiture of assets, among others.
The IFT must verify, on a quarterly basis, compliance with any asymmetric regulation that was issued, and apply any
appropriate sanctions. In such process, the IFT may be aided by an external auditor. If the IFT determines that the
conditions of effective competition have been restored in a market where an entity was declared preponderant
economic agent, then the provisions of the asymmetric regulation shall cease to apply. Similarly, if the IFT determines
that an entity no longer accounts for more than fifty percent of the subscribers, users, audience, and traffic on their
networks, or capacity used on such networks, considering the national participation of such entity, such entity shall
be deemed to no longer be a preponderant agent. The LFTR also provides that any entity declared a preponderant
economic agent may submit to the IFT a plan with actions it proposes to take to stop being considered a preponderant
economic agent.

The LFTR sets forth, among others, the following asymmetric regulations, some of which are applicable to Telmex and
Telcel, the current preponderant economic agents in the telecommunications sector:

e To provide annually, and for the approval of the IFT, a public offer in connection with interconnection
matters, including a proposed form of agreement to be entered with other operators, disaggregation of its
network and share of infrastructure matters, roaming and resale of wholesale services;

e To submit for approval of the IFT, the rates offered regarding services to the public and intermediate services
to other concessionaries;

e To provide annual information regarding its wired, wireless and broadcast network, including its
development and modernization plans, as well as its infrastructure;

e To allow other operators, disaggregated access to its network and infrastructure on a basis of
nondiscriminatory rates, and which do not exceed those rated authorized by the IFT;

e To allow other operators to resell its services;

e To not discriminate between the interconnection traffic of its own network and the interconnection traffic
of other concessionaries;

e  Provide its services observing the minimal quality standards set forth by the IFT;

e To not establish obligations, penalty fees or restrictions of any kind that may result in the inhibition of the
consumers;

e  Provide to the IFT detailed accounting information, separated by each service offered;

e  Offer and provide services to the other concessionaries, in the same terms, conditions and quality as offered
to itself; and

e  Abstain from establishing technical or any kind of barriers that may block the development of infrastructure
of other concessionaries.

Determination of the Existence of Dominant Agents. The IFT may declare, at any time, the existence of a “dominant
agent” in the telecommunications and broadcasting sectors and, similarly to the asymmetric regulations which may
be imposed on preponderant economic agents in order to avoid any distortion to the process of free competition,
the IFT has the authority to impose specific obligations in order to limit agents with substantial economic power, with
respect to information, quality of services, rates, commercial offers and billing.

Consolidation without Notice. Consolidation between economic agents holding concessions may occur without the
need to notify the IFT provided that, among other requirements, there is a preponderant economic agent in the
market where such transaction takes place and such preponderant economic agent is not one of the parties involved
in the consolidation.

Interconnection Rates. While there is a service provider that is considered a preponderant economic agent, the
preponderant economic agent, as of 2018, must charge the other concessionaires rates for the termination of calls in



their network based on a cost and asymmetric methodology with respect to those charged by other concessionaires.
The other service providers (excluding the preponderant economic agent) shall freely negotiate among themselves
the applicable rates and, if no agreement is reached, the tariffs shall be determined by the IFT in accordance with the
costing methodology determined by the IFT. When there is no longer a service provider considered as a preponderant
economic agent, the service providers shall maintain mandatory reciprocal compensation agreements, by means of
which payments for termination of traffic shall be avoided.

Functional separation of Telmex. The IFT has ordered Telmex to carry out the functional separation so it will have to
create, within two years from 2018, a subsidiary of Telmex, which offers only local wholesale services, both to
competitors and to other divisions of Telmex, but must operate independently of the latter.

Competitive Neutrality. Public entities are permitted to obtain titles or concessions for commercial purposes.
Therefore, and to protect the dynamics of competition, the LFTR determines that the state-owned service providers
shall act as private enterprises and shall not create distortions to the market since they are public entities.

Sanctions. The IFT is authorized to impose sanctions on the entities or individuals involved in practices that violate
the LFCE in the telecommunications and broadcasting sectors. In this regard, the IFT may apply, among others, the
following sanctions: (i) fines on the sanctioned operators of up to 10% of their accrued income and, in case such
violation is repeated, for up to twice of the amount set forth by the original corresponding sanction; (ii) fines on
individuals who participated in monopolistic practices; and (iii) prohibitions on individuals who participated in
monopolistic practices, restraining them from serving as directors or business managers.

Other. In addition to the above, the LFTR effects the following important changes:

e Elimination of charges for national long-distance calls, effective January 1, 2015;

e Opening of the mobile telephony market to new service providers, through the Mobile Virtual Network
Operator figure;

e  Opening of the industry to foreign investment of up to 100% in telecommunications and 49% in broadcasting
activities;

e Access to advertising in an equitable and non-discriminatory basis;

e Introduction of certain rights to the users through the participation of the Procuraduria Federal del
Consumidor (Federal Consumers Agency) as authority;

e Confers rights to disabled users to access telecommunications services;

e Confers rights to audiences;

e Introduction of rules to cooperate with the authorities in the field of justice; and the

e Introduction of the National Single Emergency Number 9-1-1.

Biennial Resolution: On February 27, 2017, the IFT approved the resolution by which it suppresses, modifies and adds
the measures imposed on the Preponderant Economic Agent by the resolution of March 6, 2014.

Implementation of the functional separation: On February 27, 2018, the plenary session of the IFT resolved on the
Final Implementation Plan for the Functional Separation, which established, among other elements, the terms and
conditions under which Telmex and Telnor had to implement the functional separation during the transition period,
which expired on March 6, 2020.

T-MEC: In December 2019, the governments of Mexico, Canada and the United States reached an agreement to sign
modifications to the Free Trade Agreement called T-MEC. This agreement considers the main measures applicable to
telecommunications in Mexico, intended to promote healthy competition through an autonomous entity. On the
other hand, various principles are also included in the agreement to facilitate digital trade, which will encourage the
services and goods availability through information and communication technologies.



Second Biennial Preponderance Resolution: On December 2, 2020, the Plenary of the Institute approved the
"Resolution whereby the Plenary of the Instituto Federal de Telecomunicaciones suppresses, modifies and adds
measures imposed on the preponderant economic agent in telecommunications". As a result, the possibility of
granting tariff freedom in the Indirect Loop Access Service (“SAIB”) in some geographical areas was determined,
depending on the criteria and thresholds defined by the IFT.

2.13) Corporate Structure

Axtel is a subsidiary of ALFA. Axtel, S.A.B. of C.V. is a holding company that directly or indirectly owns the capital stock
of the following companies incorporated in Mexico, except for Alestra USA, Inc., a subsidiary incorporated in the
United States.

None of Axtel's subsidiaries are considered significant, that is, none represents more than 10% of the total assets or
consolidated revenues of the Company in 2021.

At the Extraordinary General Shareholders’ Meeting held on April 27, 2017, a merger agreement was signed by
Alestra, S. de R.L. de C.V. (as the incorporated or merged company) with Axtel, S. A. B. de C. V. (as the incorporating
or merging company). This merger was effective on May 1, 2017 and has no impact on the Company’s operation at a
consolidated level.

At the Extraordinary General Shareholder Meeting held on February 26, 2019, shareholders of the Company resolved
to merge by incorporation the subsidiaries Avantel, S. de R.L. de C.V. and Servicios Alestra, S.A. de C.V., as the merged
entities, in Axtel, S.A.B. de C.V., as the merging entity. Such merger took effect as of June 22, 2019 and has no impact
on the operation at the consolidated level of the Company.

In the Extraordinary General Shareholders’ Meeting held on December 1, 2021, shareholders agreed to carry out the
merger of Servicios Axtel, S. A. de C.V., Axes Data, S. A. de C. V., Contacto IP, S. A. de C. V., Instalaciones vy
Contrataciones, S. A. de C. V., and Ingenieria de Soluciones Alestra, S. A. de C. V. (as merged companies) with Alestra
Procesamiento de Pagos, S.A. de C. V. (as the merging company); such merger has no impact on the consolidated
operation of the Company.

Below is the percentage of Axtel's shareholding in its subsidiaries as of December 31, 2021 and the main activity
performed by each of them.

NAME MAIN ACTIVITY %
Axtel, S. A. B. de C. V. (Holding Company)

Telecommunication Services to the enterprise
and government segments

Alestra Innovacion Digital, S. de R. L. de C. V. Telecommunication Services for the Government 100%
Segment
Alestra USA, Inc. Leasing of equipment and infrastructure / 100%

Without primary operations

S&C Constructores de Sistemas, S.A. de C.V. No operations 100%
Estrategias en Tecnologia Corporativa, S.A. de Telecommunications Services 100%
C.V.

Servicios Alestra Tl, S.A. de C.V. Telecommunications Services 100%
Alestra Procesamiento de Pagos, S. A. de C. V. Information Technology Services 100%
La Nave del Recuerdo, S. A. de C. V. Legally created company without operations 100%
Contacto IP FTTH de México, S. A. de C. V. Legally created company without operations 100%
Alestra Servicios Mdviles, S. A. de C. V. Telecommunication Services 100%




Fomento de Educacion Tecnoldgica, S. C. Training and Development Services 100%
Axtel Networks, S. A. de C. V. Legally created company without operations 100%
Servicios Axtel Networks, S. A. de C. V. Legally created company without operations 100%
AXE Redes e Infraestructura, S. A. de C. V. Legally created company without operations 100%

AXTEL

S.A.B. DE C.V.

S&C ALESTRA ESTRATEGIAS EN ALESTRA
CONSTRUCTORES DE | PROCESAMIETO DE TECNOLOGIA INNOVACION CONJSEAE?(I'E OFTTH AXTEL NETWORKS,
SISTEMAS, PAGOS, CORPORATIVA, DIGITAL, Ca R v' S.A.DEC. V.
S.A.DEC.V. S.ADEC.V. S.A. DE C.V. S.DER.L.DEC.V. o o
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: S.A. DEC.V. 5 ’ S.A. DEC.V. S.A.DEC.V. S.A.deC.V.
SERVICIOS
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S.A. DEC.V.

2.14) Description of Main Assets — The Company’s Network

2.14.1) Facilities

All Company's properties are located in Mexico. Its headquarters are in San Nicolas de los Garza, Nuevo Ledn, Mexico.
The Company's corporate office has 18,600 square meters consisting of two buildings (CIT and CAl). Additionally, the
Company owns and leases properties in different cities of Mexico which are used for offices, work centers or
warehouses, switches, call centers, etc. Properties of more than 3 thousand square meters of surface, excluding base
stations, are detailed as follows:

Name Use Location Areain Property Contract Contract
m2 Ending Date Start Date
CIT Technology Monterrey 16,009 Axtel - -
Switch 1 Gdl. - La Paz Technology Guadalajara 5,550 Axtel - -
CIC Apodaca Operating Monterrey 3,441 Lease 30/03/2024 01/04/2019
Center
Naucalpan Building Operating Mexico 3,213 Lease 31/08/2022 01/09/2012
Center
Optima Tower Administrative Mexico 3,159 Lease 31/10/2025 31/01/1996
Switch 2 Mex - Technology Mexico 3,030 Axtel - -
Uxmal




2.14.2) Telecommunications Network

The Company has a network infrastructure of approximately 47,300 kilometers of fiber (including 13,400 km of
capacity use agreement). Axtel provides network transport using a national fiber optic network combined with a local
hybrid access designed to optimize capital investments through the deployment of equipment to access the network,
based on the specific needs of each customer. The Company's access options include last mile fiber optic, point-to
point and copper, all connected through 23,500 kilometers of metropolitan fiber optic rings.

The Company’s wireless network uses microwave radios, TDM switches and next generation switches (Softswitch)
and other types of infrastructure provided by recognized providers including Motorola, Nokia, Siemens Networks,
Ericsson, Ribbon, among others. Axtel’s internet platform is based on Cisco, Alcatel Nokia & Huawei routers with
Hewlett Packard servers and software applications developed by Microsoft Corporation. Local fiber networks or
metropolitan fiber optic rings use OFS Optical Fibers of Mexico, Samsung, Huawei and AFL, and optical transmission
equipment from Alcatel-Lucent (Nokia), Nokia-Siemens Networks (Infinera), Huawei and Packetlight. The
combination of these components allows the Company to offer superior reliability to the network used by other
providers.

In general, the ability to access advanced technologies directly increases the cost of the solutions. The capacity of
Axtel’s local hybrid access allows the Company to:

*  Provide a variety of IT and Telecom services;

*  Meet demand quickly;

*  Penetrate specific markets, and

* Dimension the deployed infrastructure to meet the market demand and the individual needs of
customers.

This network infrastructure enables Axtel to meet the needs of various market segments while pursuing investment
efficiencies.

Access Connectivity

The last-mile connectivity portion of Axtel’s network is comprised of a mix of fiber optics technology and microwave
links for enterprise, finance and government sectors, located within the coverage range. The access technology to be
used is determined based on a cost-benefit analysis, based on customers’ needs and service availability. Using the
ethernet technology in last mile fiber optic access, Axtel also provides advanced data and voice services with high
security standards to large companies and financial institutions.

Axtel’s point-to-point access, as well as the fiber optic links, are used for customers requiring digital trunks or
dedicated private lines of more than 2Mbps. The Company also uses hybrid solutions or combines multiple
technologies to reach more customers by expanding service using digital fiber solutions and specific technologies.

Network Overview
Optic Fiber Network (km) 47,300 Last mile access (#) ~38,700
Long Distance Network (km) 23,800 Fiber connected towers (#) 2,400
Metropolitan Network (km) 23,500 POPs (#) >1,000
105/1
Cities (#) 72 Spectrum Frequencies 7/10.5/15/

23 /38 GHz




Long Distance Network

Axtel's long distance transport network is approximately 23,800 kilometers in length, comprised of 10,400 km of its
own infrastructure and the rest consisting of access through irrevocable right-of-use contracts that support digital
hierarchical synchronization ("SDH"), optical transport network (OTN) and shipping technology through simultaneous
channels through different wavelengths ("DWDM - dense wavelength division multiplexing"). SDH/OTN allow the
implementation of bi-directional ring architecture, a system that allows instantaneous redirection of traffic in case of
equipment failure or a fiber cut. DWDM technology allows a large transmission capacity in the same physical
infrastructure by the installation of additional electronic equipment. Axtel’s transport network connects 72 cities
through its own infrastructure and covers strategic cities in Mexico and the United States to provide customers with
critical cross-border connectivity services through 5 international border crossings.
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Capacity use agreement

Voice Switching

The Company uses 7 Ribbon digital switching centers called the DMS-100to route local and long-distance traffic, 4
Ericsson AXE TL4 Digital Switching Centrals for local service, 6 next generation Ribbon Call Server 2000 switches
(Softswitchs), 4 Sonus SoftSwitch that route local and long-distance traffic. Additionally, the company has a Broadsoft
platform to offer VolIP service (SIP lines), 3 Ribbon SBC 5400 clusters that switch VolP traffic from clients and 3 Ribbon
SBC 7000 clusters that switch national and international VolP traffic from the United States and the rest of the world.
. The coverage of Voice/VolP Services is over 70 cities.

Network Administration

Axtel has six network monitoring and administration centers, five located in Monterrey and another one in
Guadalajara. These centers supervise the correct operation nationwide using new generation systems. The
monitoring occurs 24 hours a day, seven days a week. Any event detected by the centers is attended through a
diagnostic process until its solution.



2.14.3) Network reliability — Business Continuity

Some of the risks associated with technological interruptions that Axtel faces every day are: climatic events, natural
disasters, cyber-attacks and technical failures. The network is exposed to risks and opportunities such as network
neutrality, paid peering, and zero rating.

One of the priorities of the Company is to ensure that its services are reliable and that the solutions for its clients
suffer minimum interruptions despite such adversities.

To guarantee the network reliability, Axtel has a Business Continuity Management System, which considers the
necessary procedures to recover its operation at critical moments through strategies, plans and drills, minimizing the
risk of impact for the company and customers.

Axtel's operation is governed by a procedural scheme based on international standards such as ITIL, ISO 9001 and ISO
27001. Likewise, it is certified in 1ISO 22301 to manage business continuity. Additionally, it has more than 500
certifications for its employees, which allows a deeper understanding of the technologies that integrate the network
and more agility in solving challenges.

The Company defines KPIs for the different factors involved in customer support processes, which include customer
experience, incident response time, network and service availability, among others.

This year, it recorded one performance issue and seven outages in software and IT services delivered to the customer,
lasting an average of 3.3 hours, bringing the total related inactivity time to 0.98 days.

Axtel uses technological tools that have helped it to automate and streamline its processes, responding to the
network incidents detection before they occur.

Using a Big Data and machine learning platform, which captures all the data generated by different network
platforms, rules are created to correlate variables warning of changes in trends that may lead to a possible failure.
Through these rules, the generation of proactive incidents is automated and analyzed and attended by the Network
Operations Center groups to prevent impacts on services.

As a result of these efforts, proactive incidents increased by 34% compared to 2020, while service impacting incidents
decreased by 13% compared to the previous year.

Incidents related to climate change

Given the imminent climate change, since 2020 the Company has implemented a process to deal with
climatological incidents that may impact its operations, and as a consequence, the continuity of its services.

To execute the process, it has a committee integrated by different areas of the organization, in charge of
monitoring the evolution of climatological events, in order to react quickly to critical incidents.
Life Cycle - Critical Incident:
1. Alert Phase - Network Operation Center
e Attention and monitoring protocol for contingencies (earthquakes, hurricanes, power failures,

extreme weather)

2. Transition phase — Field Operation



e  Contracts with specialized suppliers for electrical failures attention
e  Minimum fuel level (70%) that guarantees a 24 hours autonomy

e  Fuel suppliers

e Direct contacts with CFE for contingencies follow-up

3. Recovery phase — Network Operation Center + Field
o Continuous communication scheme
e 7x24 monitoring @ site telemetry (force, temperature, humidity)

4. Normalization phase — Network operation management

Due to the effects of climate change, the number of climatological events has increased in recent years. During 2021,
six events occurred that impacted cities where Axtel has infrastructure:

e  February. Frost in the north of the country limiting energy supply in 187 network sites, during this event
there was no impact on services.

e April. Storm in Nuevo Laredo, resulting in the collapse of a tower that impacted last mile access of 65
customers; however, the backbone infrastructure had no impact.

e August. Hurricane Grace (CAT 4) reached the states of Quintana Roo, Yucatan, Campeche and Veracruz,
causing damage to the access infrastructure of more than 80 clients, which were mitigated, managing to
recover services in record time.

e August. Hurricane Nora (CAT 1) on the Pacific coast, with minimal impact on last mile access.

e September. Tropical Storm OLAF affected a few last mile accesses in the Baja California Peninsula.

e  October. Hurricane Pamela (CAT 1) reached the state of Sinaloa, affecting last-mile accesses and causing
power failures.

Additionally, in 2021, 236 thousand preventive maintenance routines were carried out throughout the network in
order to maintain its availability and guarantee operation during critical events caused by climate change.

2.14.4) Information Technology Systems

Axtel has an information technology architecture that is based up on Pega for customer relationship management
system (CRM), SAP software for enterprise resource planning (ERP) and financial and administrative functions,
Netcracker software for billing; Net Boss and MicroFocus for network management and monitoring. These systems
enable Axtel to perform on-line sales, manage customer requests, generate accurate bills and produce timely financial
statements. Also, they allow the Company to respond to customer requests with speed, quality and accuracy.

Additionally, the new digital architecture evolution included new software assets. In Alestra, low-code and micro-
services licensing (Pega) have made possible to streamline sales cycles, simplify operational processes and improve
data analytics. Strategies like “Alestra OneTouch” represent an important intellectual property in Customer Service
strategy. For Axtel Network, new digital platforms support machine-to-machine interaction, enabling international
standards (Metro-Ethernet Forum-MEF) position it as a world-class operator. Also, platforms have been added for
the automation of field engineers (OfficeTrack); collaboration and analytics platforms (Microsoft Teams), design-
thinking (Miro/Trello) and robotic process automation (Automation Anywhere) to enable collaborator interactions
and increase productivity.

2.14.5) Other Topics Related to the Company’s Assets

At the date of this report, Axtel's assets are free of encumbrances.



Axtel's main assets comply with the industry's own environmental and maintenance safety standards. The
telecommunications network was built and operated based on international standards of reliability, redundancy and
restoration.

Axtel is insured with coverage against five categories of risks: (i) assets; (ii) transportation, (iii) civil liability, (iv) Cyber
and (v) Crime. The all-risk policy insures assets for hydrometeorological events, hurricanes and other weather
conditions, earthquakes, equipment breakdown, fire, among other catastrophes. Transportation policies offer
coverage for all import and export equipment, whether shipped by air, land and or sea. There are also civil liability
policies, which provide coverage for damages to third parties and insure goods, products and people, including
advisors and managers, in addition to professional civil liability for technology services. Cyber policies are to protect
and restore damage to data and systems, cyber extortion, regulatory fines, business interruption, data confidentiality
and third-party liability caused by ransomware, phishing, spyware, malware, among others, and Crime, also restores
the financial damage of all the above as well as financial losses due to internal or external fraudulent acts. In addition,
as required, insurance policies are contracted to comply with local regulations or specific needs, such as commercial
automobiles, workers' compensation and employee practices. Axtel considers that the insurance coverage is
reasonable in amount and consistent with industry standards, and do not anticipate having any difficulties in renewing
any of its insurance policies.

2.15) Judicial, Administrative and other Legal Proceedings

As of December 31, 2021, there are the following commitments and contingencies with respect to Axtel and
subsidiaries:

Interconnection Disagreements with other Mobile Operators.
a. Radiomovil Dipsa, S. A. de C. V. (Telcel).

2018 rates
i.  One amparo lawsuit regarding interconnection (ITX), in which Axtel S.A.B. de C.V. (Axtel), appears
as an interested third party.

ii.  January 2018: The Company was notified of a writ of amparo filed by Telcel against the rates of the
year 2018 determined by the IFT.

iii.  Current status: second instance, suspended on the instruction of the Suprema Corte de Justicia de
la Nacidn (SCIN), for being related to a series of lawsuits to be resolved by this Court. It is considered
that they will eventually lift the suspension, since, in 2021, the SCIN resolved the amparo in review
1091/2019 (Telcel vs ATT), and the various amparos in review 489/2020 (Telcel vs Alestra
Innovation), denying the amparo to Telcel, for which the outlook is favorable.

2019 rates
i.  An amparo lawsuit, in matters of ITX and virtual mobile networks, where Axtel appears as an
interested third party.
ii.  January 2019: The Company was notified of a writ of amparo filed by Telcel against the rates
determined by the IFT, in terms of ITX and as Axtel's Virtual Mobile Operator (OMV), for the period
of 2019.
iii.  Current status, first instance, given the precedents resolved by the SCIN, the outlook is favorable.



2020 rates
i An amparo lawsuit, in matters of ITX and virtual mobile networks, where Axtel appears as an
interested third party.
ii. January 2020: The Company was notified of a writ filed by Telcel against the rates determined by
the IFT, in terms of ITX and as Axtel’s Virtual Mobile Operator (OMV), for the year 2020.
iii. Current status, first instance: Given the precedents resolved by the SCIN, the outlook is favorable.

2021 rates
i An amparo lawsuit, in matters of ITX and virtual mobile networks, where Axtel appears as an
interested third party.
ii. January 2021: The Company was notified of a writ filed by Telcel against the rates determined by
the IFT, in terms of ITX and as Axtel’s Virtual Mobile Operator (OMV), for the year 2021.
iii. Current status, first instance: Given the precedents resolved by the SCIN, the outlook is favorable.

As of the date of issuance of Audited Financial Statements, the Company and its advisers consider that
the rates will prevail based on the resolutions obtained before the IFT, especially since the precedents
resolved by the SICN are favorable to Axtel's interests, therefore the outlook for the matter is favorable.

As of the date of issuance of Audited Financial Statements, the Company has recognized and paid the
cost based on the rates determined by the IFT, and there are no provisions associated with this
contingency.

Telefénica Group.

2018 rates
i Two amparo lawsuits, on ITX and virtual mobile networks, where Axtel is an interested third party.
ii. January 2018: the Company was notified of two writs filed by Telefonica against the rates for the
2018 period determined by the IFT.
iii. June 2018: the Company was notified of an amparo lawsuit filed by Telefonica against OMV’s ITX
rates for the period of 2018, determined by the IFT.
iv. Current status: In first instance, the suspension was lifted by instruction of the SCIN, so the trial
continues, while the trial related to ITX and Axtel’s Virtual Mobile Operator (OMV) remains
suspended. Given the precedents resolved by the SCJN, the outlook is favorable.

2019 rates
i.  Anamparo lawsuit, on ITX and virtual mobile networks, where Axtel is an interested third party.
ii. June 2019: the Company was notified of an amparo lawsuit filed by Telefonica against the rates for
the period of 2019, determined by the IFT.
iii.  Current status: In first instance: Given the precedents resolved by the SCIN, the outlook is favorable.

2020 rates
i.  Two amparo lawsuits, on ITX and virtual mobile networks, where Axtel is an interested third party.
ii. June 2020: the Company was notified of a lawsuit filed by Telefonica against the rates for the year
2020, determined by the IFT.
iii.  Current status: In first instance: Given the precedents resolved by the SCIN, the outlook for the
matter is favorable insofar as controversial issues were defined.

As of the date of issuance of Audited Financial Statements, the Company and its advisers consider that
the rates will prevail based on the resolutions obtained before the IFT, especially since they have
precedent in the Maximo Tribunal, therefore, it is estimated that an adverse scenario no longer exists.

Therefore, the Company has recognized and paid the cost based on the rates determined by the IFT, and
there are no provisions associated with this contingency.



C.

Grupo lusacell (today AT&T).

2019 rates

Two amparo lawsuits, on ITX and virtual mobile networks, where Axtel is an interested third party.
June 2019: the Company was notified of an amparo lawsuit filed by AT&Ta against the rates for the
period of 2019, determined by the IFT.

Current status: In first instance, pending judgement. Given the precedents resolved by the SCIN,
the outlook is favorable.

2020 rates

An amparo lawsuit, on ITX and virtual mobile networks, where Axtel is an interested third party.
January 2020: the Company was notified of an amparo lawsuit filed by AT&T against the rates for
the year 2020, determined by the IFT.

Current status: In first instance.

As of the date of issuance of Audited Financial Statements, the Company and its advisers consider that
the rates will prevail based on the resolutions obtained before the IFT, especially since there are
precedents from the SCIN that are favorable to Axtel's arguments, therefore, it is estimated that there is
no longer an adverse scenario.

As of the date of issuance of Audited Financial Statements, the Company has recognized and paid the

cost based on the rates determined by the IFT, and there are no provisions associated with this
contingency.

d. Interconnection disagreements with Telmex & Telnor.

2018 rates

Two lawsuits regarding ITX / OMV, Axtel is considered an interested third party.

January 2018: The Company was notified of two lawsuits, against the rates for the year 2018,
determined by the IFT

Current status: The OMV trial in the first instance, and the ITX trial in the second instance. Given the
precedents resolved by the SCIN, added to the various litigations that Telmex/Telnor have presented
and where Axtel's interests have prevailed, the matter is projected as favorable.

2019 rates

Two lawsuits regarding ITX / OMV, Axtel is considered an interested third party.

January 2019: The Company was notified of two lawsuits, against the rates for the 2019 period,
determined by the IFT

Current status: In the second instance, a lawsuit was filed against the ITX tariff, and in which the
suspension instructed by the SCIN was lifted, while the trial related to OMV is suspended in the first
instance. Given the precedents resolved by the SCJN, added to the various litigations that

Telmex/Telnor have presented and where Axtel's interests have prevailed, the matter is projected as
favorable.

2020 rates

A lawsuit regarding ITX / OMV, Axtel is considered an interested third party.

January 2020: The Company was notified of one amparo lawsuit, against the rates for the 2020 period,
determined by the IFT

Current status: In first instance. Given the precedents resolved by the SCJN, added to the various
litigations that Telmex/Telnor have presented and where Axtel's interests have prevailed, the matter
is projected as favorable.



2021 rates
i An amparo lawsuit, on ITX and virtual mobile networks, where Axtel is an interested third party.
ii. February 2021: the Company was notified of an amparo lawsuit filed against the rates for the year
2021.
iii. Current status: In first instance.

As of December 31, 2021, the Company and its advisers consider that the rates will prevail based on the
resolutions obtained before the IFT, especially since they have precedent in the Mdaximo Tribunal and a series
of litigation precedents favorable to the company, therefore, it is estimated that an adverse scenario no longer
exists.

As of the date of issuance of Audited Financial Statements, the Company has recognized and paid the cost
based on the rates determined by the IFT, and there are no provisions associated with this contingency.

Lawsuits between Axtel and Solution Ware Integracion, S. A. de C. V. (“Solution Ware”)

i.  Axteland Solution Ware participated in projects with the Government of Nuevo Ledn, Secretariat of Labor
and Social Welfare, Secretariat of Social Development, National Population Registry, National Forestry
Commission, Seguros Monterrey and the Government of Tamaulipas.

Solution Ware has filed various ordinary lawsuits in which it claims Axtel to pay for some purchase orders
for managed services, as well as interest, damages and lost profits in addition to legal expenses and costs.

Lawsuits concerning the Government of Nuevo Ledn, the National Population Registry and the
Government of Tamaulipas are currently at a trial level.

The lawsuits concerning the Merger Opposition agreements, the Secretariat of Labour and Social Welfare,
CONAFOR, Registro Nacional de Poblacidn, and the Secretariat of Social Development definitively
concluded in favor of the Company.

At the date of issuance of the of Audited Financial Statements, the Company and its advisors believe that
there is no real likelihood that these claims will succeed and, therefore, there are no book provisions
associated with this contingency.

Lawsuits between Axtel vs. Integradores y Operadores del Norte S. A. de C. V.

ii. Axtel, in 2007, hired Integradores y Operadores del Norte S.A. de C.V. (ION).

In 2017, ION filed a commercial lawsuit claiming Axtel to pay $ 113,000 for services, interest, damages
and costs.

In October 2020, Integradores y Operadores del Norte, S.A. de C.V, obtained a favorable protection,
managing to modify the sentence in his favor to collect $ 12,199 from Axtel; however, Axtel fought the
new resolution.

As of the date of issuance of the of Audited Financial Statements, the Company is reserving the
corresponding provisions for the sentence issued.

Compensatory Procedures in the Federal Superior Auditors (“ASF” for its Spanish initials)
iii. By May 2019, the ASF determined a compensation liability of $34,118, which was challenged by the TFJA,

which, in April 2021, issued a judgment against the interests of the company, which is why an amparo
proceeding was filed, which is in process.



With respect to the foregoing, in December 2019, the SAT notified S&C of an update and surcharges of
$38,024, a determination that will be challenged and which is pending.

The administrative enforcement procedure is suspended by the Administrative Court, and the guarantee
of the tax liability is pending.

In this regard, the Company and its advisors consider an average possibility of obtaining a favorable result
from the administrative-law action or, where appropriate, from the appeal.

Other contingencies and notes:

iv.  The Company is involved in various lawsuits and claims, derived from the normal course of its
operations, which are expected not to have a significant effect on its financial position and future
results, and provisions, were recorded in the books associated with these contingencies.

Derived from the Covid-19 health emergency, the SCIN, the Federal Judicial Branch, Federal Courts

and Local Courts, have suspended terms and periods in various periods of 2020 and 2021, thus
prolonging the processing and resolutions of the matters where the Company is part of.

2.16) Capital Stock

Subscribed and Paid in Capital

In accordance with the provisions of the LMV, Axtel may issue different series of non-voting shares, limited voting
shares and other restricted corporate rights. The shareholders' meeting that decides on the issuance of such series
of shares shall determine the rights that will correspond to the new series of shares.

Since the Company is a public stock company with variable capital, its capital stock must be made up of a fixed portion
and may have a variable portion. As if the date of this Annual Report, the capital stock of Axtel, being the fixed
minimum with no right to withdrawal is the amount of $454'620,882.31, represented by 19,824,236,117 ordinary,
nominative shares, without expression of nominal value, of Class "I" Series "B", fully subscribed and paid; and does
not have shares issued or subscribed in its variable part. Axtel and its subsidiaries may not own Shares representing
Axtel’s capital stock, notwithstanding the foregoing, in certain cases, the Company may repurchase its own Shares.

As of December 31, 2021, there were 424,991,364 shares in Axtel's treasury, equivalent to 60,713,052 AXTELCPOs,
from the share repurchase program, which were approved for cancellation at the Extraordinary General Shareholders'
Meeting held on March 7, 2022. As of the date of this Annual Report, Axtel is carrying out the necessary steps to
request the updates of the registration of the shares and the AXTELCPOs in the National Securities Registry; see
section 1.3) Recent important events.

Repurchase of Shares

In accordance with the provisions of the LMV, the Company's bylaws provide for the possibility for Axtel to acquire
its own shares on the BMV at the quoted market price at that time. The Repurchase of Shares will be on the account
of the stockholders’ equity of the Company if the Shares stay in possession of Axtel, or on the account of the capital
stock if the repurchased Shares are converted into treasury shares. The ordinary general meeting of shareholders will
have to approve the total amount destined for the purchasing of own Shares for each fiscal year, amount which shall
not exceed the total amount of net income of the Company, including the retained earnings. The Board of Directors
must designate the persons responsible for carrying out said repurchase of Shares, as well as their sale. The
repurchased Shares shall not be represented at the shareholders’ meetings. The repurchase of Shares will be carried
out and will be reported and disclosed in accordance with applicable legal provisions.



At the Ordinary General Stockholders' Meeting held on March 5, 2021, a reserve for the repurchase of shares of $200
million pesos was approved. For the year ended December 31, 2021, share repurchases were made for a total of
12,833,744 shares, which represented a decrease in the fund of $9.9 million.

At the Ordinary General Stockholders' Meeting held on February 25, 2020, a reserve for the repurchase of shares of
S 400 million pesos was approved, which was partially used. For the year ended December 31, 2020, share
repurchases were made for a total of 237,843,543 shares, which represented a decrease in the fund of $213.7 million.

At the General Ordinary Stockholders’ Meeting held on February 26, 2019, a fund for the repurchase of shares of
$150 million pesos was approved. It was also approved to reclassify the share issue premium to accrued results of
$159.6 million as a step prior to the creation of a stock repurchase reserve.

As of December 31, 2021, 2020 and 2019, the balance of the reserve for the repurchase of share is $190 million, $186
million and $93 million, respectively.

After the above-mentioned events, 19,824,236,117 Class “1”, Series “B” common nominative shares, with no par
value, entirely subscribed and paid in. As of that date, all series “B” shares issued by the Company were placed in a
trust (CPO Trust).

Movements on the number of common shares of the Company during the year was as follows:

Number of

shares
Beginning balance January 1, 2019 20,249,227,481
Repurchase of shares 174,314,077
Shares as of December 31, 2019 20,074,913,404
Repurchase of shares 237,843,543
Shares as of December 31, 2020 19,837,069,861

12,833,744

Repurchase of shares — o
Shares as of December 31, 2021 w

Variations in the Capital Stock of the Company in the last three years

In 2021, 2020 and 2019, there were no variations in the Company’s capital stock, thus to this date, the number of
shares representative of the capital stock of the Company is 20,249,227,481 ordinary shares.

However, as of December 31, 2021, there were 424,991,364 shares in Axtel's treasury, equivalent to 60,713,052
AXTELCPOs, from the share repurchase program, which were approved for cancellation at the Extraordinary General
Shareholders' Meeting held on March 7, 2022. As of the date of this Annual Report, Axtel is carrying out the necessary
steps to request the updates of the registration of the shares and the AXTELCPOs in the National Securities Registry;
see section 1.3) Recent important events.

Derivative financial instruments whose underlying is shares or CPOs of Axtel

As of December 31, 2020 and 2019, the Company has entered into Over the Counter (OTC) transaction agreements
with Bank of America Merrill Lynch (BAML) and Corporativo GBM, S.A.B. of C.V. (GBM) called "Zero Strike Call" or
options at a price very close to zero. The underlying asset of these instruments is the market value of Axtel's CPOs,
the settlement method can be in cash or in shares at the option of the Company. The original term of these contracts
is 6 months and can be extended by an agreement between the parties; however, as it is an American option, the
Company may exercise it at any time before the expiration date. The financial instrument with GBM was exercised in
its entirety during the months of May and June 2019; while the financial instrument with BAML was exercised in its
entirety during the months of July and August 2020. Therefore, as of December 31, 2021, the Company no longer has



such contracts. For more information, see section Financial situation, liquidity and capital resources - Financial
instruments of this Annual Report.

2.17) Dividends

The dividend payment decree is approved by an ordinary general shareholders' meeting, by the vote of the majority
of the shareholders representing the Company's capital stock. In accordance with Mexican law, the Company can only
pay dividends at the expense of retained earnings when losses from previous years have been covered.

Axtel's shareholders' meeting has not established a specific dividend policy, since the Company is restricted from
paying dividends in accordance with its bylaws and the provisions of certain credit agreements and debt issuance
schemes that it maintains to date. The Company intends to retain future earnings to be used to finance the
development and expansion of the business and, consequently, it does not intend to declare or pay cash dividends in
the near future and as long as the aforementioned restrictions exist. Any declaration or payment of dividends in the
future will be carried out in accordance with the provisions of Mexican law and will depend on various factors,
including operating results, financial situation, cash needs, tax considerations, future projects and any other factors
that the Board of Directors and the shareholders consider important, including the terms and conditions of the loan
agreements currently in place.



3) FINANCIAL INFORMATION

Concept

(in thousands of pesos) 2021 2020 2019
Revenues 11,389,494 12,355,981 12,783,633
Gross profit (loss) 5,603,766 6,184,694 6,679,206
Operating profit (loss) 292,248 2,772,500 773,835
Net profit (loss) (796,742) 361,255 (13,939)
Net profit (loss) per share (0.040) 0.018 (0.001)
Property and equipment acquisition (1,532,512) (2,145,806) (1,762,030)
Depreciation and amortization 3,179,364 3,384,219 3,578,541
Total assets 19,974,459 23,703,845 24,330,769
Total long-term liabilities 13,594,989 14,164,681 15,742,136
Acc. Receivables Rotation 5.61 4.61 4.41
Acc. Payables Rotation 4.03 3.28 3.13
Inventory Rotation 64.52 77.92 64.84
Total Capital 2,869,856 3,495,273 3,410,977
Cash dividends per share 0 0 0

3.1) Selected Financial Information

On January 1, 2012, the Company adopted International Financial Reporting Standards ("IFRS") as issued by the
International Accounting Standards Board ("IASB") as its accounting framework to prepare and present its Audited
Financial Statements.

Some of the figures included in this Report were rounded to facilitate their presentation. The percentages included in this Report
are not necessarily calculated based on rounded figures, but in some cases are based on non-rounded figures. For this reason, it is
possible that some of the percentages included in this Report are different from those that would be obtained in the corresponding
calculation based on the figures included in the Audited Financial Statements. In addition, it is possible that some of the figures
included in this Report do not equal the arithmetic sum of the corresponding items due to rounding.

The following table contains a summary of the consolidated financial information as of December 31, 2021, 2020, and
2019 and for the years then ended, derived from the information contained in the audited consolidated Audited
Financial Statements attached to this Annual Report.

The information presented below should be read in conjunction with "Management’s Comments and Analysis on the
Financial Situation and Results of Operations" and the Audited Financial Statements and notes attached to the Annual
Report.

(in million pesos) Years ended January 31,

2021 2020 2019

Estado de Resultados:

Revenues 11,389.5 12,356.0 12,783.6
Operating costs and expenses @ (11,097.2) (9,583.5) (12,009.8)
Operating profit (loss) 292.2 2,772.5 773.8
Interest expense, net (1,163,8) (1,339.1) (1,408.5)
Exchange gain (loss), net (277.6) (385.3) 290.3
Change in fair value of financial assets, net — 105.8 (8.9)
Share of results in associates, net — — —
Profit (Loss) before taxes (1,149.1) 1,153.9 (353.3)
Income taxes 3524 (792.6) 15.3
Discontinued Operations () - - 324.1
Net Profit (loss) (796.7) 361.3 (13.9)

(Loss) Profit per share:
(Loss) Profit per basic share: Basic and diluted: (0.040) 0.018 (0.001)
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(3)

1
()

Weighted average of common outstanding shares (in

o 19,829.5 19,987.6 20,183.6
millions):
Dividends decreed per share — — —
Other Financial information:
Depreciation, amortization and impairment of long-life assets 3,500.3 3,554.5 3,692.0
EBITDA @ 3,792.5 6,327.0 4,465.8
EBITDA as percentage of revenues 33.3% 51.2% 34.9%

Operations of the Mass Market Segment, the portion sold to Megacable in 2019 is classified as discontinued as required by IFRS. Therefore, they
are presented separately in the consolidated income statement for 2019. For more information, see Note 22 of the Audited Financial Statements
appended to this Annual Report.

This means cost of sale and services, plus administrative and selling expenses, plus depreciation and amortization, plus other operating income
(expenses).

For the purposes of the Company, it has been defined as the result of adding to the operating (loss) profit, the depreciation and amortization
and impairment of assets. Not audited. 2020 figure includes extraordinary profit from the sale of data centers for Ps. 2,021 million.

(in million pesos) Years ended December 31,
2021 2020 2019

Statement of Cash Flows:
Net Cash Flow from:

Operating Activities 3,291.6 4,207.8 2,956.7

Investing Activities... (1,268.3) 729.1 (527.8)

Financing Activities (3,601.6) (2,600.5) (3,821.0)
(Net decre.ase) Net increases in cash or (1,578.4) 23364 (1,392.1)

cash equivalents.......c..cccceeveeenen.
(in million pesos) Years ended December 31,

2021 2020 2019

Balance Sheet:
Cash and equivalents........ccccceeueenee 1,613.7 3,124.0 857.7
Net working capital ! 236.0 (215.7) (368.1)
Total assets 19,974.5 23,703.8 24,330.8
Total debt 12,827.4 15,271.3 14,834.0
Total liabilities 17,104.6 20,208.6 20,919.8
Total stockholder’s equity .............. 2,869.9 3,495.3 3,411.0
Net assets @ .. ...cooeveviveenereenn, 10,369.0 11,361.9 12,595.9
Capital common stock .........ceceeeenne 464.4 464.4 464.4
Weighted average of outstanding 19,829.5 19,087.6 20,183.6

shares (in millions) .......cccccvveveeienne

Net Working Capital is calculated by subtracting Cash and Equivalents, Accounts Payable and Accumulated Liabilities, Payable taxes and other
accounts payable from Current Assets.
Net Assets is calculated by adding Net Working Capital to Property, plant and equipment, net.



3.2) Financial Information per Line of Business

The Company's Board of Directors and the CEO evaluate the Company's performance by monitoring the results by
unit and by type of service.

El Consejo de Administracion de la Sociedad y Director General evalian el desempefio de la Compaiiia a través del
seguimiento de los resultados por unidad y por tipo de servicio.

2021 2020 2019
(in million pesos) 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
TOTAL REVENUES 2,835 2,983 2,759 2,812 3,106 3,078 3,095 3,077 3,147 3,092 3,167 3,378
INFRASTRUCTURE UNIT: 1,230 1,387 1,194 1,206 1,169 1,316 1,280 1,218 1,227 1,215 1,248 1,332
Third-party 616 773 580 593 554 706 668 604 623 611 644 728
Alestra (Inter-Units) 614 614 614 614 615 610 612 614 604 604 604 604
SERVICES UNIT: 2,219 2,210 2,179 2,220 2,552 2,372 2,427 2,473 2,524 2,481 2,523 2,650
Enterprise: 1,880 1,884 1,875 1,853 2,015 1,925 1,959 1,935 2,003 2,034 1,988 1,993
Standard Services 1,315 1,252 1,231 1,207 1,443 1,336 1,320 1,297 1,483 1,546 1,468 1,461
Value-added 222 264 251 261 253 266 295 283 256 203 212 220
Digital Transformation 342 368 393 385 320 324 343 355 264 285 308 312
Government: 339 326 304 366 537 447 468 538 521 446 535 657
Standard Services 160 127 150 158 243 257 243 219 347 305 305 282
Value-added 93 130 80 116 194 105 104 157 41 35 100 219
Digital Transformation 86 69 74 93 100 85 121 163 133 107 130 155
Eliminations Inter-Unit®¥ (614) (614) (614) (614) (615) (610) (612) (614) (604) (604) (604) (604)
oy o oy ERATING (1,919) (1,850) (L851) (1,945) (2,160) (1,943) (2,046) (2,050) (2,071) (1,998) (2,085) (2,214)
OTHER REVENUES (1) 8 3 (43) 2,028 87 30 25 (2) 0 28 23

(EXPENSES)

(1) Infrastructure Unit’s revenues coming from the Services Unit are presented as “eliminations”.
(2) Does not include depreciation and amortization.

Revenues

The Company obtains its revenues from the following categories:

Services Unit (Alestra):

(i)

Enterprise Segment: The Company provides services to the enterprise segment, including medium
and large companies, corporations and financial institutions.

Standard: The main services provided are:

- Voice: Local and international long-distance calls to fixed and mobile phones, international
traffic (transportation or termination of calls originated outside of Mexico), 800 number
services and voice over IP, among others.

— Data and Internet: Private lines, dedicated links and dedicated internet.

- VPN & Ethernet.

Value-added: The main services provided are:

- Systems Integration



- Managed services

e Digital Transformation: The Company generates revenues by providing cloud, cybersecurity,
managed applications and collaboration services.

(i) Government Segment. The Company provides the same Standard, Value-added and Digital
Transformation services previously described to federal, state and municipal government entities.

Infrastructure Unit (Axtel Networks):

The Company provides fixed (including Alestra) and mobile (national and international) operators, data
center and tower operators, internet giants, a wide range of services based on its fiber optic network and
spectrum, such as last-mile access, IP transit, fiber (dark and lit), fiber-to-the-tower, fiber-to-the-data center,

spectrum and collocation.

The following table summarizes the revenues and percentage of revenues by business unit.
2019 2019

(in million pesos) 2021 2020 2019 o e rma® 2021 2020 2019 o rorma®
TOTAL REVENUES 11,389 12,356 12,784 12,528 100% 100% 100% 100%
INFRASTRUCTURE UNIT: 5,017 4,983 5,021 4,765 44% 40% 39% 38%
Third-party 2,562 2,532 2,607 2,351 22% 20% 20% 19%
Alestra (Inter-Units) 2,455 2,451 2,414 2,414 22% 20% 19% 19%
SERVICES UNIT: 8,828 9,824 10,177 10,177 78% 80% 80% 81%
Enterprise: 7,492 7,834 8,018 8,018 66% 63% 63% 64%
Standard Services 5,005 5,396 5,957 5,957 44% 44% 47% 48%
Value-added 998 1,096 891 891 9% 9% 7% 7%
Digital Transformation 1,488 1,342 1,170 1,170 13% 11% 9% 9%
Government: 1,336 1,990 2,159 2,159 12% 16% 17% 17%
Standard Services 595 961 1,238 1,238 5% 8% 10% 10%
Value-added 419 560 395 395 4% 5% 3% 3%
Digital Transformation 322 469 525 525 3% 4% 4% 4%
Eliminations Inter-Unit!? (2,455) (2,451) (2,414) (2,414) -22% -20% -19% -19%

(1) InJanuary 2020, Axtel concluded a strategic agreement and divestment of three data centers. For comparison purposes in this
Annual Report, 2019 results were adjusted for this transaction (“pro forma”).
(2) Infrastructure Unit’s revenues coming from the Services Unit are presented as “eliminations”.

Costs and Operating Expenses
The Company’s costs are classified as follow:

e Cost of sales and services includes charges for leased lines, normally paid on a per circuit per month basis to
last-mile access suppliers, interconnection costs, including local and resale access charges, paid on a per
minute basis, and payments to international operators paid on a per minute basis to complete international
calls originated in Mexico. Also, costs related to billing, receipt of payments, operator services and private

leased links.

e Operating expenses include employee compensation and benefits, maintenance expenses, advertising, energy
and fuel consumption, travel expenses, leasing expenses, professional fees, among others.



e Depreciation and amortization include the depreciation of all the telecommunications network infrastructure
and equipment, and the amortization of pre-operative expenses, as well as the cost of licenses for the use of
radioelectric spectrum and others.

3.3) Relevant Credit Agreements

As of December 31, 2021, 2020 and 2019, the balance of Axtel's debt was Ps. 13,343.7 million, Ps. 15,271.3 million
and Ps. 14,834.0 million, respectively. The following table shows the integration in million Pesos:

Description As of December As of December As of December
31, 2021 31, 2020 31, 2019
Bank loan with Bancomext at TIIE + 2.1% maturing in 2028.
Interests are payable quarterly. 3,154.7 3,243.8 3,263.5
Unsecured Senior Notes due November 14, 2024. Interests
payable semi-annually at an annual rate of 6.375%. 9,056.7 9,974.4 9,422.6
Syndicated loan due December 15, 2022. Interests payable
monthly at a rate of TIIE + 2.375%. - - 1,320.0
Bilateral loan with Export Development Canada for up to US
$50 million, or its equivalent in pesos, maturity on June 24,
2024. Interests payable monthly at TIIE28d + 1.75% and Libor 605.8 987.6 -
1M + 2.00%.
Short-term loan with MUFG Bank México maturing on March
19, 2021. Interest is payable monthly at a rate of TIIE + 1.70%. - 200.0
Short-term loan with Banorte maturing on February 10, 2021.
Interest is payable monthly at a rate of TIE + 1.75%. - 110.0
Financial leases entered with various banking institutions at
approximate rates of 6.1% for those denominated in US dollars,
Nl 767.2 1

and 8.7% for those denominated in pesos, with maturities 509 6 866
ranging from 1 to 3 years.
Accrued interests 100.0 105.8 111.9
Debt and financing issuance costs (82.6) (117.4) (150.0)

TOTAL $13,343.7 $15,271.3 $ 14,834.0

In addition to short and long-term financial liabilities that are reflected in the Audited Financial Statements, the
Company does not have any tax debts and the principal and interest payments have been made on time. There is no
priority in the payment of the credits mentioned above.

Loan and debt issuance agreements currently in effect contain restrictions for the Company, mainly to comply with
certain financial ratios, delivery of financial information, keeping accounting records, compliance with applicable laws,
rules and provisions. Failure to comply with these requirements or not remedied within a certain period to the
satisfaction of the creditors, could be considered a cause for early termination.

Financial ratios to be fulfilled include the following:
a. Interest coverage ratio: defined as adjusted EBITDA divided by financial expenses for the last twelve
months of the period analyzed. This factor cannot be less than 2.5 times.



