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Unless the context otherwise requires, the terms“ Coca-Cola FEM SA” and the “ Company” are used in this Form
20-F to refer to Coca-Cola FEMSA, S.A. de C.V. and its subsidiaries on a consolidated basis.

Coca-Cola FEM SA publishesits financial statementsin Mexican pesos and prepares such financial statementsin
accordance with generally accepted accounting principlesin Mexico (“Mexican GAAP”).

Included elsewhere in this Form 20-F are the Company’s Consolidated Financial Statements. The Consolidated
Financial Statementswere prepared giving effect to Bulletin B-10, “Recognition of the Effects of Inflation on Financial
Information,” and Bulletin B-12, “ Statement of Changesin Financial Position,” issued by the Mexican Institute of
Public Accountants. Generally, Bulletin B-10 is designed to provide for the recognition of certain effects of inflation
by requiring Coca-Cola FEM SA to restate non-monetary liabilities using the National Consumer Price Index (“NCPI”),
to restate the components of stockholders’ equity using the NCPI, and to record gains or losses in purchasing power
from holding monetary liabilities or assets. Through December 31, 1996, Bulletin B-10 further required that non-
monetary assets be restated at replacement cost or using the NCPI; for purposes of the Consolidated Financial
Statements, non-monetary assets have been restated at replacement cost. On January 1, 1997, the Fifth Amendment
to Bulletin B-10 went into effect, which establishes an option to restate fixed assets by: (i) applying the NCPI or (ii)
for domestic fixed assets, applying the NCPI, and, for imported equipment, first applying the inflation rate of the
country of origin, and then translating at the year-end exchange rate. The second option was adopted by the
Company. Bulletin B-10 requires restatement of all financial statements to constant pesos as of the date of the most
recent balance sheet presented. Bulletin B-12 requiresthat the statement of changesin financial position reconcile
changes from the restated historical balance sheet to the current balance sheet. Accordingly, except as otherwise
indicated, all datain the Consolidated Financial Statements and the selected financial information derived therefrom
set forth below have been stated or restated in constant pesos of December 31, 1999. The effect of inflation
accounting under Mexican GAAP has not been reversed in the reconciliation to generally accepted accounting
principlesin the United States (“U.S. GAAP”). See Notes 21 and 22 to the Consolidated Financial Statements.

Asaresult of the Company’sterritorial acquisitions during the past years, consolidated results of operations for
1995, 1996, 1997, 1998 and 1999 are not directly comparable.

Coca-Cola FEM SA de Buenos Aires S.A. (“ Coca-Cola FEM SA Buenos Aires’), the Company’swholly owned
Argentine subsidiary, maintainsits financial recordsin Argentine pesos, which are translated into Mexican pesos for
purposes of consolidation. In order to consolidate financial information for Coca-Cola FEM SA Buenos Aireswith
the Company’s other financial information for a particular period, the Company translates such subsidiary’s
information using the product of the U.S. dollar/Argentine peso exchange rate and the Mexican peso/U.S. dollar
exchangerate, in each case asin effect at the end of such period. Prior to 1998, the Company restated Coca-Cola
FEM SA Buenos Airesfinancia information for prior periods by applying the Argentine Wholesale Price Index
(“AWPI"). Currently, the Company restates thisinformation for prior periods by applying the Argentine Consumer
Price Index (*ACPI") and then translates such restated information as described above using the exchangerate in
effect at the end of the most recent completed period for which financial results are being reported. The Company
believes that this method of consolidating its Argentine operations with respect to prior periodsis reasonable.

For purposes of consolidation, all amounts recorded in Argentine pesos have been translated into Mexican
pesos using the product of the U.S. dollar/Mexican peso exchange rate of $1.00 = Ps. 9.495 at December 31, 1999 (as
described below) and aU.S. dollar/Argentine peso exchange rate of $1.00 = A$1.00 at December 31, 1999, which
resulted in a Mexican peso to Argentine peso conversion rate of Ps. 9.495 to A$1.00.

References hereinto “pesos’ or “Ps.” are to the lawful currency of Mexico which, effective January 1, 1993,
replaced its former currency (also called the “ peso”) at arate of one new peso per one thousand old pesos. During
the transition period from January 1, 1993, through December 31, 1995, the new currency was referred to asthe
“nuevo peso,” and from January 1, 1996 isreferred to asthe “peso.” All amounts set forth herein in Mexican
currency are stated in pesos, even if such amounts relate to a period before January 1, 1996, in which case the
amounts are restated herein to reflect the value of the new currency relative to the old. The Company publishesits
financial statementsin pesos.



References hereinto “U.S. dollars” or “$” areto United States dollars. This Form 20-F contains transl ations of
certain peso amountsinto U.S. dollars at specified rates solely for the convenience of the reader. These translations
should not be construed as representations that the peso amounts actually represent such U.S. dollar amounts or
could be converted into U.S. dollars at the rate indicated. Unless otherwise indicated, such U.S. dollar amounts have
been translated from pesos at arate of $1.00 to Ps. 9.495, the U.S. dollar/Mexican peso exchange rate at which the
Company was able to purchase U.S. dollars at December 31, 1999. This rate approximates the noon buying rate for
pesos as published by the Federal Reserve Bank of New Y ork (the “Noon Buying Rate”). At December 31, 1999, the
Noon Buying Rate was Ps. 9.48to $1.00. The peso/U.S. dollar exchange rate historically has been highly volatile and,
accordingly, thetranglation to U.S. dollars at the December 31, 1999 exchange rate may not accurately represent the
financial condition of the Company in U.S. dollar terms at alater date. On June 23, 2000, the Noon Buying Rate was
Ps. 9.975t0 $1.00. Seeltem 8, “ Selected Financial and Operating Data—Exchange Rates’ for information regarding
exchange rates since January 1, 1995.

References herein to “ Argentine pesos’ or “A$” are to the lawful currency of the Republic of Argentina
(“Argentina’). The Federal Reserve Bank of New Y ork does not publish anoon buying rate for Argentine pesos. At
December 31, 1999, the offered selling rate for U.S. dollars of the Central Bank of Argentinawas A$1.00 to $1.00.

Theterm “billion” as used in this Form 20-F means one thousand million. Certain amountsin this Form 20-F may
not total due to rounding.

The term “soft drink” as used in this Form 20-F refers generally to carbonated, nonal coholic beverages, including
those containing natural or artificial flavors and sweeteners, and mineral waters. Theterm “unit case” refersto 192
ounces of finished beverage product (24 eight-ounce servings) and, when applied to post-mix syrup and concentrate,
refersto the volume of concentrate or post-mix syrup that is required to produce 192 ounces of finished beverage
product.

Annual volume, per capita growth rates and levels, product segment, packaging and population datain bottling
territories contained in this Form 20-F have been computed and are based upon statistics accumulated and certain
assumptions made by Coca-Cola FEM SA with the assistance of The Coca-Cola Company. Additional statistics were
obtained from third-party sources. Sales share information presented with respect to soft drinks consumed in the
Valley of Mexico Territory (as defined in Item 1, “ Description of Business’) is based, since 1995, on data supplied by
the A.C. Nielsen Company, S.A. (“A.C. Nielsen”). With respect to its operationsin certain areas within southeast
Mexico, the Company has estimated sales share information for 1999, 1998, 1997, 1996 and 1995 based on information
provided to it by The Coca-Cola Company and has otherwise relied on internal datawith respect to the other areas
within such territory. Accordingly, sales share figuresin this Form 20-F for 1999, 1998, 1997, 1996 and 1995 for the
Valley of Mexico Territory and for the Southeast Territory may not be directly comparable to data published in prior
periods. With respect to the Buenos Aires Territory, sales share information is based on data provided by IPSA
Nielsen Argentina, S.A. (“Nielsen Argentina’). Information regarding the Company’s sales volume, sales share and
per capita consumption in the Company’sterritories includes cases of soft drinks and purified water that the
Company distributes without charge as promotions.

This Form 20-F contains words such as “believe,” “expect,” “anticipate” and similar expressions, which identify
forward-looking statements. Use of such words reflects the Company’s views about future events and financial
performance. Actual results could differ materially from those projected in such forward-looking statements as a
result of various factors that may be beyond the Company’s control, including, but not limited to, effects on the
Company from changesin itsrelationship with its affiliated companies, movementsin the prices of raw materials,
competition with its bottling operations, significant developments in the Mexican or Argentine economic or political
situations or changes in the Company’ s regulatory environment. Accordingly, the Company cautions readers not to
place undue reliance on these forward-1ooking statements. In any event, these statements speak only as of their
dates, and the Company undertakes no obligation to update or revise any of them, whether as aresult of new
information, future events or otherwise.



PART |
ITEM 1. DESCRIPTION OF BUSINESS
The Company
Coca-Cola FEM SA isaMexican holding company whose subsidiaries operate in three territories:
Valley of MeXiCo TETItOry ......ccvvervveeerereeererenns Comprised of the Mexico City metropolitan area,
including a substantial portion of the adjacent state of

Mexico.

Southeast TErTitOry ......oocvevveeeeerrereeerereeeeeeenes Comprised of the states of Tabasco and Chiapas and
portions of the states of Oaxacaand Veracruz.

BUENOS AIreS TEITITONY ..ovveceeerererceeererereeeenerennenens Comprised of the Federal District of Buenos Aires,
Argentinaand asignificant part of the greater Buenos
Airesarea

The Valley of Mexico Territory and the Southeast Territory together compose the Company’ sterritoriesin
Mexico (the “Mexican Territories”). The following maps show the locations of Coca-Cola FEMSA s territories at
December 31, 1999.

Mexican Territories

KOF - Valley of Mexico KOF - Southeast Mexico

Production Assets
Production Plants 6
Production Lines 17

Distribution Routes 1,135
Distribution Centers 20

Capacity (MM Unit Cases) |

Installed 430.0
9% Utilized 74%
Mix of Presentations (%)

Returnable 40.6
Non-Returnable 574
Post-Mix 20

Production Assets

Production Plants 6
Production Lines 10
Distribution Routes 427
Distribution Centers 39

Capacity (MM Unit Cases)

Installed 152.3
0./11 I 'Zm Eﬁﬂﬁ
Mix of Presentations (%)

Returnable 56.7
Non-Returnable 42.8
Post-Mix 0.5

@ In January 1999, the Company closed the Churubusco plant and in March 2000, the Tlalnepantla plant was
closed. Both plants were located in the Valley of Mexico. As of June 2000, the Company operated five plants
in the Valley of Mexico and Toluca



BuenosAiresTerritory

Production Assets
Production Plants 2
Production Lines 8
Distribution Routes 282
Oown 97
Third Party 185
Distribution Centers 5

Capacity (MM Unit Cases)
Installed 225.7
% Utilized 51%
Mix of Presentations (%)
Returnable 10.3
Non-Returnable 83.9
5.8

N

@ |n June 2000, the Company ceased production operations at the San Justo plant indefinitely. The Company now
operates one plant in Buenos Aires.

Thethree territories where the Company operates are distinct. The Valley of Mexico Territory is characterized by
its high population density, alarge number of competing soft drink brands, and higher per capitaincomethan in the
Southeast of Mexico. The Southeast Territory is alarge and mountainous area characterized by lower population
density, lower per capitaincome, lower per capita consumption of soft drink products and higher prices charged to
the consumers by the retailers to whom the Company sellsits products. The Buenos Aires Territory is characterized
by relatively high population density, high per capitaincome, and lower per capita consumption of soft drink
products as compared with the Valley of Mexico Territory.



The Company is the second largest Coca-Cola bottler in Latin Americain terms of salesvolume. It produces,
markets, and distributes the following products of The Coca-Cola Company (the “Coca-Cola Trademark Beverages’)
through its subsidiaries:

Mexican Territories BuenosAiresTerritory
Coca-Cola Coca-Cola

Coca-Cola light® Coca-Cola light”

Srite Srite

Sprite light® Sorite light®

Fanta Fanta

Fresca @ Quatro®

Lift® Kin

Delaware Punch®

Cid®

@ Introduced October 1997 as a replacement for diet Coke.

@ |n February 1999, diet Sprite was replaced by Sprite light.

® Introduced in September 1994,

@ Introduced in May 1995.

® Introduced in March 1996.

©® Introduced in April 1997 in the Southeast Territory and in August 1997 in the Valley of Mexico Territory.
™ Introduced in October 1997 as a replacement for diet Coke.

®  Grapefruit flavor introduced in December 1994 and lemonade flavor introduced in May 1995.

The Company’s single most important brand is Coca-Cola, which accounted for 71.9% of the total consolidated
salesvolumein 1999. Soriteand Lift, which both accounted for 5.3% of the sales volume in 1999, are currently the
second largest brandsin terms of annual unit case sales volume. Through the end of 1994, the Company sold Extra
Poma, an apple-flavored soft drink, and Etiqueta Azul, a carbonated mineral water, in the Mexican Territories pursuant
to various licenses and distribution agreements with Cadbury Schweppes PLC (“Cadbury”). These agreements
expired in 1994, but the Company continuesto sell Etiqueta Azul pursuant to an informal understanding with Cadbury.
In addition, the Company distributes Pefiafid, another Cadbury product, in the Tapachula area of the Southeast
Territory.

Coca-Cola FEM SA has three bottler contracts with The Coca-Cola Company that grant the Company the
exclusive right (subject to certain limited exceptions) to produce and sell the licensed products and use the rel ated
trade names and trademarks in the Mexican and Buenos Aires Territories (the “ Bottler Contracts’). See“—Bottler
Contracts.”

Coca-Cola FEMSA sellsCoca-Cola Trademark Beveragesin containers authorized by The Coca-Cola Company,
which consist of avariety of returnable and non-returnable presentations in the forms of glass and plastic
(polyethylene terephtal ate or “PET”) bottles and cans. In addition, the Company sells some Coca-Cola Trademark
Beveragesin post-mix containers.

The Company has a bottler contract for the Valley of Mexico Territory and a bottler contract for the Southeast
Territory, the latter of which was amended on October 30, 1997 to include the Tapachula area. These two contracts,
including supplemental agreements, are the bottler contracts for the Company’s Mexican Territories (the “Mexican
Bottler Contracts”).

For its Buenos Aires Territory, the Company has had a bottler contract with The Coca-Cola Company since
September 1, 1994. The Company amended this contract on December 1, 1995 to include certain accounts previously
served by San Isidro Refrescos S.A.l.y C. (“SIRSA”) in aregion contiguous to the Buenos Aires Territory. This
contract was again amended on February 1, 1996 to include the remaining accountsin that territory, and on June 2,
1998 to include the areas previously served by Refrescos del Norte, S.A. (“RDN"), also aregion contiguous to the
original Buenos Aires Territory. Thisbottler contract, along with the supplemental agreements thereto, isthe
Company’s Buenos Aires bottling contract (the “ Buenos Aires Bottler Contract”). See“—Corporate Background”
and “—Bottler Contracts.”



For purposes of this Form 20-F, at December 1, 1995, the Buenos Aires Territory included certain accountsin the
San Isidro area which were previously served by SIRSA and, on February 1, 1996, was extended to include al of the
accounts that SIRSA had served previously. On June 2, 1998, the territory was extended again to include al of the
accountsin the Pilar areapreviously served by RDN. The San Isidro and the Pilar areas represent additional bottling
and distribution territories of The Coca-Cola Company that were added to the Company’s Buenos Aires Territory.
The Company issupplying products for these additional areas from its existing production facilitiesin Buenos Aires.

On December 11, 1998, The Coca-Cola Company and Cadbury announced the signing of an agreement for The
Coca-Cola Company to acquire Cadbury beverage brandsin over 120 countries. In July 1999, The Coca-Cola
Company announced the completion of acquisitionsin 155 countries, including Argentina. However, due to local
regulatory rulingsin several countries, including Mexico, The Coca-Cola Company’s acquisition plans are still under
consideration by the local authorities. In the case of Mexico, the Company cannot speculate on the outcome of such
proceedings. The Company does not anticipate any benefits from these acquisitions during the year 2000.

Corporate Background

Coca-Cola FEMSA’s magjority shareholder is Grupo Industrial Emprex, S.A. de C.V. (“Emprex”), awholly owned
subsidiary of Fomento Econémico Mexicano, SA.deC.V. (“FEMSA”). FEMSA tracesitsoriginsto Cerveceria
Cuauhtémoc (“ Cerveceria Cuauhtémoc”), Mexico' sfirst brewery, which was founded in 1890 by four Monterrey
businessmen, |saac Garza, Francisco G. Sada, José A. Muguerzaand José M. Schnaider. FEM SA is still controlled by
descendants of founders of Cerveceria Cuauhtémoc.

In 1979, Emprex acquired some of the soft drink bottling subsidiaries that are now a part of Coca-Cola FEM SA.
At that time, the subsidiaries had 13 distribution centers operating 701 distribution routes. Production capacity of
the subsidiaries was 83 million physical cases and the combined subsidiaries’ share of total cola sales volume of
Coca-Cola trademark colas and PepsiCo, Inc. (“PepsiCo”) colaswas 47.2% in the Valley of Mexico Territory and
56.8% in the Southeast Territory. Asof December 31, 1999, Coca-Cola FEM SA operated 64 distribution centers
servicing approximately 1,844 distribution routesin Mexico and Argentina (including 185 third party distribution
routesin Argentina) with an annual sales volume of 544.2 million unit cases. For the year ending December 31, 1999,
the Company’s share of total cola saleswas estimated at 80.3% in the Valley of Mexico Territory, 78.2% in the
Southeast Territory, and 77.5% in the Buenos Aires Territory.

On October 31, 1991, Emprex transferred the shares of its operating subsidiaries engaged in the soft drink
business, not including mineral water operations, to FEM SA Refrescos, S.A. de C.V., the subholding company that
became Coca-Cola FEM SA. A portion of the shares was contributed to the sub-holding company and the remaining
shares were sold to the sub-holding company in exchange for anote payable to Emprex.

Effective May 14, 1993, Impulsorade Mercados, S.A. de C.V., awholly owned subsidiary of Emprex, made a
contribution of capital of Ps. 645.7 million (in nominal 1993 pesos, approximately $206.5 million) to Coca-Cola FEMSA
in return for 90,250,000 Series L Shares. Emprex made an additional contribution of capital in the amount of Ps. 11.6
million (in nominal 1993 pesos, approximately $3.7 million) in exchange for 11,128,980 SeriesA Shares as of that date.
The proceeds of these transactions were used by Coca-Cola FEM SA to retire a portion of its outstanding debt
obligationsto Emprex, as well as the debt owed by Coca-Cola FEMSA’s subsidiaries to Emprex.

Consistent with its goals of maximizing long-term profitability and growth and enhancing the competitive
position of Coca-Cola FEMSA, Emprex agreed to the subscription of 30% of the Company’s capital stock by the
Inmex Corporation (*1nmex”), an indirect subsidiary of The Coca-Cola Company. On June 21, 1993, Inmex subscribed
to 142,500,000 Series D Sharesfor $195 million and, together with Emprex and The Coca-Cola Company, entered into
certain agreements, including a sharehol ders agreement (the “ Shareholders Agreement”) that gives The Coca-Cola
Company an important role in the management of the Company and afinancial interest in its future. The Company
repaid the remainder of its debt obligations to Emprex in June 1993 with the proceeds of thistransaction. See ltem 4,
“Control of Registrant—The Shareholders Agreement.”



In September 1993, Coca-Cola FEM SA completed aninitial public offering of SeriesL Shares of the Company on
the BolsaMexicanade Vaores, S.A. de C.V. (the “Mexican Stock Exchange”) and ADSs of the Company on The New
Y ork Stock Exchange, Inc. (the “New Y ork Stock Exchange”).

On September 1, 1994, the Company acquired 51% of Coca-Cola FEM SA Buenos Airesfrom The Coca-Cola
Export Corporation, asubsidiary of The Coca-Cola Company, for afinal purchase price of A$94.7 million (in nominal
1994 Argentine pesos). The Company completed the acquisition of the remaining 49% of Coca-Cola FEM SA Buenos
Airesin two transactions, the last of which occurred on September 19, 1997, for an aggregate purchase price of
approximately A$242.0 million (in nominal 1997 Argentine pesos). See Item 9, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Acquisition of Coca-Cola FEM SA Buenos Aires.”

In February 1996, the Company completed the acquisition of the former SIRSA territoriesin Argentinaincluding
certain properties of RDN, through a series of transactions (the “ SIRSA Transaction”) for a purchase price of A$56.5
million (in nominal 1996 Argentine pesos). Seeltem 9, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—A cquisition of Coca-Cola FEM SA Buenos Aires.”

On November 19, 1997, Coca-Cola FEM SA acquired 100% of the capital stock of Embotelladora de Soconusco,
SA.deC.V. (the " Tapachula Franchise”), abottler in the Tapachula area of the state of Chiapasin Southern Mexico,
for apurchase price of Ps. 103.1 million (in nominal 1997 pesos, approximately $12.7 million). With this acquisition,
Coca-Cola FEM SA servicesthe entire state of Chiapas. See Item 9 “Management’s Discussion and Analysis of
Financial Condition and Results of Operation —Acquisition of the Tapachula Franchise.”

On June 2, 1998, in accordance with the SIRSA Transaction, the Company began servicing all of the accounts
previously served by RDN. The transaction required an investment of A$6.7 million (in nominal 1998 Argentine
pesos) and included the lease of and costs associated with the modification of alarge distribution center in the Pilar
area of Buenos Aires, the purchase of 46 trucks, aswell asinvestmentsin bottles, cases, promotional material
(including coolers) and information systems.

In March 2000, Coca-Cola FEM SA concluded a reorganization and consolidation of its subsidiaries as part of an
effort to streamline its corporate structure and eliminate operational redundancies. This reorganization did not
change the geographical markets where the Company operates. Asof April 7, 2000, Coca-ColaFEMSA’s
subsidiaries were Propimex, S.A. de C.V., Inmueblesdel Golfo, SA. deC.V., Refrescosy Aguas Minerales, S.A. de
C.V., Administracion y Asesoria Integral, S.A. de C.V., and Coca-Cola FEM SA Buenos Aires, SA.de C.V.

Business Strategy

Coca-Cola FEM SA seeksto provideits shareholders with an attractive return on their investment by increasing
the profitability of the Company. The key factorsin achieving profitability are increasing the sales volume of the
Company'’s products at a competitive price while improving the efficiency of its operations. To achieve these goals
the Company continuesits effortsin:

> Implementing marketing strategies and programs designed to increase consumer demand for the
Company’s products;

> Expanding presentation and brand portfolios in order to meet consumer demand and to promote
market share growth;

Rationalizing bottling capacity to increase the utilization of existing assets;
Streamlining production and distribution processes for improved operating efficiencies;
Integrating operations through advanced information technology;

Evaluating the acquisition of new bottling franchises within Latin America; and

YV V V VYV VY

Enhancing the quality of management at all levels.



The Company seeksto increase per capita consumption of soft drinksin the territories whereit operates. To that
end, its marketing teams are developing sales strategies tailored to the different characteristics of its various
territories. See“—Marketing—Channel Marketing.” The Company also seeks to increase cold drink equipment
distribution through placement of such equipment in retail outletsin order to showcase and promote its products. In
addition, Coca-Cola FEM SA intends to continue to stimulate and respond to consumer demand by providing new
products and new presentations. In thisway, the Company can better satisfy consumer tastes without relying
exclusively on price competitionto increase consumption and market share.

The Company has a capital expenditure program that includes investmentsin production and distribution
facilities and information systems. Accordingly, the Company believes that this program will alow it to maintain the
capacity and flexihility to create and respond to consumer demand for non-alcoholic beverages.

In 1999, the Company’s capital expenditure program reached Ps. 875 million (approximately $92 million), a44.3%
decrease over 1998. As it worksto better utilize the existing fixed assets, the Company anticipates its capital
expenditures to decrease over the next year by an estimated 15%. Seeltem 9, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Capital Expenditures.”

In each of itsfacilities, the Company’s strategy isto increase productivity through infrastructure and process
reengineering for improved asset utilization. To thisend, Coca-Cola FEM SA engineers have developed a production
master plan for the Company and are reconfiguring existing production sites, warehouse locations and information
systems. Seeltem 9, “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources.”

As part of its plan to increase sales volume, the Company will consider the possibility of acquiring additional
Coca-Cola bottler territories where such opportunities develop and when they fit into the Company’sfinancial plans.
In thisregard, Coca-Cola FEM SA continually evaluates the potential attractiveness of bottler territorieslocated in
Latin America. However, the Company cannot make any assurances that any such acquisition will occur. See“—
Corporate Background” and Item 4, “ Control of Registrant—The Shareholders Agreement.”

Finally, the Company sees management quality at all levels as akey element of each of its strategies for growth,
and remains committed to fostering the development of quality management at all levels. Both FEMSA and The
Coca-Cola Company provide managerial experience and depth. 1n addition, the Company offers management training
programs aswell as programs tailored to enhance its executives’ skills.

The Company viewsits relationship with The Coca-Cola Company as integral to its business strategy. In order
to improve its coordination with the worldwide efforts of The Coca-Cola Company, the Company uses market
information systems and strategies devel oped by The Coca-Cola Company. See“—Marketing—Channel
Marketing.”

Sales

In evaluating the devel opment of local salesterritories, Coca-Cola FEM SA and The Coca-Cola Company
measure, among other factors, the per capita consumption of soft drinks generally and of Coca-Cola Trademark
Beverages specifically. Per capita consumption datafor aterritory is determined by dividing management’s estimate
of applicable aggregate consumption figures within the territory (in bottles, cans and post-mix containers) by the
estimated population within such territory, and is expressed on the basis of the number of eight-ounce servings
consumed annually per capita. For the Valley of Mexico Territory, the Southeast Territory and the Buenos Aires
Territory (including the Pilar ared), estimated per capita annual consumptionin 1999 of the Company’s products was
approximately 417, 240, and 272 eight-ounce servings, respectively. Thiscomparesto estimated per capita
consumption of 431 eight-ounce servings of Coca-Cola Trademark Beveragesin Mexico and 224 eight-ounce
servings of Coca-Cola Trademark Beveragesin Argentina. Company data shows that per capita consumption for all
age groups grew in recent yearsin all of itsterritories, and management believes that general population growth in
both its Mexican Territories and in its Buenos Aires Territory will result in increased sales.



Total unit case sales volume of the Company’s products increased 4.7% in 1999 compared to 1998 and 18.6% in
1998 compared to 1997. Seeltem 9, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Results of Operations.”

Thefollowing tableillustrates the historical sales volume for the Company’s combined territoriesin Mexico and
Argentina:

Combined SalesVolume

19999 10089 1992  1906® 19951

(millionsof unit cases, except per centages)
ComayTad .........ceoveeee. 5442 5196 4383 3305 3550
%GOMN.....cceiee 47%  186% 152% 7.2% 159%

(€}
2
(©)}

Includes sales to certain accounts previously served by RDN, which the Company began servicing in June 1998.
Includes sales within the Tapachula area, which the Company began servicing in November 1997.

Includes sales to certain accounts in the territory previously served by SIRSA for January 1996 and all accounts in
such territory from February 1, 1996 through December 31, 1996.

Includes sales to certain accounts previously served by SIRSA, which the Company began servicing in December
1995.

The Company produces soft drinksin avariety of deliverable presentations:

Packaging Mix Summary

Year ended December 31,
199 198 1997 1996 19%
Unit CaseVdumeMix by Presntation (in peroentages)
Vdley of Mexico
REUTEHE. ... 406 % 480% 559 % 615 % 722%
[0 ¥ 0 192 o = ) 574 50.0 419 362 254
FORHTIX e 20 20 22 23 24
Southeest Mexico
REUTEE. ... 56.7 % 60.8 % 69.5 % 838 % 91.8%
NoHEUTEIED) ... 428 388 301 158 78
(202200 QPP 05 04 04 04 04
BuencsAires
REUTEHE. ... 103 % 109% 30.3% 454 % 634 %
NorHEUTEIED) ... 839 832 635 494 314
202 200 58 59 6.2 52 52

(1) Including cans.

Mexican Operations. The majority of the Company’s salesin its Mexican Territories are in the “take-home” segment
and are primarily distributed through small retail stores. In addition, Coca-Cola FEMSA sells products in the “on
premise” segment, which consists of (i) sales through sidewalk stands, restaurants, bars and various types of
dispensing machines and (ii) sales through “point of sale” programs in concert halls, auditoriums and theaters by

means of a series of exclusivity arrangements with Mexican promoters. The vast mgjority of the Company’s sales to
all of these outletsis on a cash basis.



In 1999, approximately 99.2% of unit case sales by Coca-Cola FEM SA in the Mexican Territories were Coca-Cola
Trademark Beverages. Salesvolume of Coca-Cola Trademark Beveragesin the Mexican Territoriesincreased 4.3%in
1999 compared to 1998. The Company attributes thisincrease to (i) the use of hand-held computers by Coca-Cola
FEM SA sales personnel, which enables the Company to gather product, consumer and delivery information, (ii) the
Company’s presal e distribution system, under which sales personnel can more efficiently provide product and
servicetoretailers, (iii) increased availability of cold soft drink products as aresult of investmentsin refrigerated
sales units, (iv) increased packaging options provided by the Company to consumers, and (v) continued marketing
efforts.

The following tables highlight the historical salesvolumesfor colas and flavored soft drinks:

Mexican Operations.
Valley of Mexico Territory

Y ear ended December 31,

1999 1998 1997 1996 1995
Unit Case Volume Mix by Brand (in per centages)
(000 o= 00 - W 729% 726% 755% 79.0% 795%
CocaColalight(1) ......ccvvveiiiiiiiiiiiee, 33 29 26 24 22
S 0 (1 (TP 45 3.6 32 25 2.6
Spritelight(2)...vvveeie 0.1 0.1 0.1 0.1 0.1
Famta. ..., 32 4.0 5.8 6.9 11.2
Fresta3) ..o 5.7 5.7 3.8 3.6 25
Lift(4) oo 6.9 7.1 6.0 3.7 10
DelawvarePunch(5) .......c.cooovvveviinnnnnn, 12 13 18 11 -
(O 1= () I N 16 20 05 - -
Subtotal Coca-Cola Trademark Beverages ..... 9D4% 94% 93% 992% 99.1%
BEXtraPoma(7) ......ccovvviiiiii - - - - -
Btiqueta Azul ........oovvnieiiiii e 0.6 0.7 0.7 0.7 0.9
Subtotal Other Beverages ........ovvvvvvcvvcvnennen. 0.6 % 0.7 % 0.7 % 0.7 % 0.9 %
Totd oo, 100.0% 100.0% 100.0% 100.0% 100.0%
Unit Case Volume (millions of unit cases)
CocaCola Trademark Beverages .................... 314.9 302.4 257.6 212.2 199.5
Other BEVEIAOES ... e 20 21 20 15 17
TOE i 316.9 304.5 259.6 213.7 201.2
%Growth ..o 4.1% 17.3% 21.5% 6.2% 0.7%

@ Introduced in October 1997 as a replacement for diet Coke.
@ Introduced in February 1999 as a replacement for diet Sprite.
®  Introduced in September 1994.

@ Introduced in May 1995.

® ntroduced in March 1996.

© " Introduced in August 1997.

™ Discontinued as of 1995.
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Southeast Territory

Year ended December 31,

1999 1998 1997 1996 1995
Unit CaseVolumeMix by Brand (in percentages)
CoCaCola....cuivivieiii i 728 % 713 % 723 % 743 % 746 %
CocaColalight™ ............coooviiiiren 11 12 1.0 0.7 06
SOHE e 2.3 18 1.8 15 14
SPte Gt .o * * * * 0.1
Fanta.....coiii 7.8 9.1 111 131 144
FIESCAY ©ovvveeeeeeeeee e 31 30 32 33 46
Lift e 6.8 6.9 6.5 53 03
Delaware Punch® ..o 0.1 0.2 03 0.2 -
G 4.7 51 2.6 - -
Subtota Coca-Cola Trademark Beverages........ 98.6 985 % 98.7 % 985 % 95.8 %
EXUAPOME” .. oveeoeeee e - - - 0.2 24
Etiqueta Azul .......ccooii 1.0 0.9 1.1 1.3 1.6
Pefafied® ..., 03 05 0.1 - -
SNRIVA? L - - - - -
Subtotal Other BeVErageS ........ocevveevvneeannnn. 13 % 14 % 12% 15% 4.0%
TOtA e 999 % 100.0 % 100.0 % 100.0 % 100.0 %
Unit CaseVolume (millions of unit cases)
Coca-Cola Trademark Beverages .................... 999 9%5.3 74.6 64.3 630
Other BEVEIAES ... 13 14 10 10 26
TOE ot 1012 9%6.7 756 653 656
QOGIOWth ... 4.7% 27.8% 15.8% -0.4% -6.3%
@ Introduced in October 1997 as a replacement for diet Coke.
@ Introduced in February 1999 as a replacement for diet Sprite.
@ Introduced in September 1994.
@ Introduced in May 1995.
®  Introduced in March 1996.
©® Introduced in April 1997.
™ Discontinued in February 1994.
©®  Sold only in the Tapachula area.
Less than 0.1%.
Combined Mexican Territories SalesVolume
Year ended December 31,
1999" 1994" 1997 199 1995
Unit CaseVolume (millions of unit cases)
TOtal e 418.1 401.2 3351 279.0 266.8
Q0 GrOWEN ..o 4.2% 19.7% 20.1% 4.6% -1.1%

(1) Includes sales within the Tapachula area, which the Company began servicing in November 1997.
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In 1995, the Company introduced a number of new presentations, including the 2.0 liter returnable PET bottles
and the 1.0 liter non-returnable PET bottles, in the Mexican Territories. Sales of the 2.0 liter returnable presentation
increased significantly in the Mexican Territories. 1n 1996, the Company expanded the flavors available in these
presentations and introduced a new brand, Ddaware Punch, which is a grape-flavored non-carbonated soft drink.

The Company further expanded its brand portfolio during the second quarter of 1997 and introduced Cid in the
Southeast Territory, abottled still table water, in two non-returnable PET bottle presentations of 0.5 and 1.5 liters.
Cid was also launched in the Valey of Mexico Territory during the third quarter of 1997. During 1998, the Company
debuted the 0.6 liter PET contour bottle throughout its Mexican Territories to replace the 0.5 liter non-returnable glass
presentation. In 1999, the Company continued to increase the number of its brands available in the 0.6 liter non-
returnable plastic bottle and discontinued the packaging of productsin 0.5 liter non-returnable plastic bottles.

The Company’s most popular soft drink presentations are the 2.0 liter returnable PET bottles, the 0.6 liter
non-returnable PET contour bottle and the 2.0 liter non-returnable PET bottle, which accounted for 31.6%, 21.8% and
13.7%, respectively, of the Company’stotal Mexican Territories soft drink salesvolumein 1999. The sale of non-
returnabl e presentations continues to increase as a percentage of total Mexican Territories sales volume. Total non-
returnabl e presentations (including cans and excluding post-mix containers) represented 53.8% of total soft drink
salesin the Mexican Territoriesin 1999 compared to 47.3% in 1998. Management believes that growth in sales of
non-returnable presentations reflects, in part, increased emphasis on new distribution channels and consumer
preferences for the convenience of non-returnable presentations.

In recent years, multi-serving presentations (those presentations of 1.0 liter or greater) have grown in their
importance within the Company’s product mix. In 1999, multi-serving presentationsrepresented 46.9% of total soft
drink salesin the Mexican Territories, compared t049.4% in 1998. The shift to larger multi-serving presentations has
resulted in an overall net increasein sales volume on a unit case basis. Management believes that the popularity of
multi-serving presentationsis primarily attributable to the lower price per ounce of beverage to the consumer in larger
presentations. Management expects the trend towards multi-serving presentations to continue.



Valley of Mexico Territory

Year ended December 31,

1999 1998 1997 1996 1995
Unit Case Volume Mix by Presentation (in per centages)
Glass
650z returnable.............ooeeiinnn 0.5% 0.5% 0.7 % 0.9% 11%
1200z returnable..........c.coeeeenen. 8.6 115 140 180 23
26.00z. returnable ............oeeeenenne. - 0.5 24 55 111
05 liter returnable” ... - - 08 19 43
12.0 0z. non-returnablé? ............... - * 0.1 01 0.1
0.5 liter non-returnable ................... 0.4 104 137 120 118
Cans1200Z ..covvieiiiiii e 6.3 7.7 6.4 6.8 7.0
PET
15literreturnable..........ooeeveenen. - 04 6.0 174 311
0.5 liter non-returnablé? ............... 0.6 0.7 0.2 0.3 0.3
2.0 liter returnable” ................... 315 350 320 178 2.2
0.6 liter non-returnabl” ............... 254 5.7 0.7 03 05
1.0 liter non-returnablé” ............... 108 13 8.8 76 1.1
1.5 liter non-returnablé” .............. 10 13 0.3 - -
2.0liter non-returnable.................... 128 129 117 9.1 4.6
POSEEMIX o 21 20 22 23 25
TOE oo 10009  10009% 1000 % 10009% 1000 9%
@ Discontinued in December 1997.
@ Discontinued in June 1998.
®  Discontinued in 1999.
™ Introduced in June 1995 and discontinued in September 1998.
® " Introduced in August 1998.
®  Contour bottler introduced in October 1994.
g; Introduced in April 1995.

Introduced in August 1997.
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Southeast Territory

Year ended December 31,

1999 1998 1997 1996 1995
Unit Case Volume Mix by Presentation (in percentages)
Glass
650z returnable .........c.coeiiiieiannn, * 0p * 0 0.1 % 0.1 % 0.1 %
1200z returnable ..........coooveiiiiiiint, 100 127 175 227 305
2600z returnable.............ooeieiienne, 0.1 0.3 1.0 25 5.8
OS5literreturnable ..., 136 164 182 223 228
1.0 liter returnable® ........................... 0.8 0.9 0.9 12 -
125literreturnable ... 0.3 11 15 27 6.3
12.00z. non-returnable .............cc.ceeeene, - * 0.1 0.1 0.1
0.5 liter non-returnable ........................ 0.2 13 2.0 21 17
CanS1200Z. ..veneiieieieeeee e 7.2 108 9.7 7.4 59
PET
1.5 liter returnable? ........ccocvvveviei, - - - - *
20literreturnable ...l 319 293 303 323 26.3
0.5 liter non-returnablé? ..................... 25 5.0 2.4 - -
1.0 liter non-returnablé® ..................... 2.6 33 31 12 -
1.5 liter non-returnabl€” ..............c...... 30 31 15 - -
2.0liter non-returnable ........................ 168 150 113 5.0 0.1
0.6 liter non-returnablé? ..................... 105 0.3 - - -
POSEEMIX o 0.5 04 04 04 04
TOE v 100095 1000 ¢, 10009, 10009, 1000 o

Less than 0.1%.
@ Introduced in January 1996.
@ Discontinued in January 1996.
@ ntroduced in March 1997.
@ Introduced in September 1995.
® Introduced in April 1997.
©®  Introduced in August 1998.

Argentine Operations. The magjority of the Company’s salesin its Buenos Aires Territory are also in the “take
home” segment. The Company’s distribution system or “channel mix” is more heavily weighted toward supermarkets
thanin either of the Mexican Territories. Asaresult, the Company’s marketing and distribution strategiesin the
Buenos Aires Territory differ from those employed in Mexico, focusing on increasing on-premise consumption and
differentiation of promotions and products among sales channels. See “—Marketing—Channel Marketing.”

While the majority of the Company’s sales are on a cash basis, salesto certain customers, such as major
supermarket chains, are made on credit.
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BuenosAiresTerritory

Year ended December 31,
199 m(S) 1997 l%(G) l%ﬁ)

Unit Case Vdume Mix by Brand (in percentages)
COCCOA. ... 685 % 705 % 714 % 70.1% 709 %
CocaColaLight .........cccocoovvieeiereenn, 75 6.4 54 37 31
S ..., 9.8 9.9 9.3 9.0 89
it light. ..o 12 08 07 08 08
FAMA. ... 8.1 7.1 73 76 86
KIN e, 07 10 16 35 12
POWERADE™ ..o, . - - * 04
QUATT? .o, 42 43 43 5.2 6.1

TOE o ove e, 1000%  1000%  1000%  1000% 1000 %
Unit Case Vdume (millions of unit cases)
TOE .ot 126.1 1184 1031 1015 88.2
%0 GIOWH ..., 6.5% 14.8% 1.6% 150% 5.4%

Less than 0.1%.
@ |ntroduced in February 1995 as a replacement for diet Coke. Includes some diet Coke sales.
@ Introduced in February 1999 as a replacement for diet Sprite.
®  Introduced in January 1995 and discontinued in February 1996.
@ Grapefruit flavor introduced in December 1994 and lemonade flavor introduced in May 1995.
®  Excludes sales volume of 2.7 million unit cases sold to other Argentine Coca-Cola bottlers.
©®  Excludes sales volume of 1.2 million unit cases sold to other Argentine Coca-Cola bottlers.
™ Includes sales to certain accounts of SIRSA, which Coca-Cola FEMSA Buenos Aires began servicing in December 1995,

In 1999, approximately 100% of unit case sales by Coca-Cola FEM SA in the Buenos Aires Territory were of
Coca-Cola Trademark Beverages. Sales volume of Coca-Cola Trademark Beveragesin the Buenos Aires Territory
increased 6.5% in 1999 as compared to 1998.

In 1999, 2.25 liter and 1.5 liter non-returnable PET bottles accounted for 39.7% and 27.4% of total soft drink sales
volume, respectively. Recent growth in the Argentine soft drink industry was led by salesin super- and hyper-
markets, which primarily sell large, non-returnable presentations. Coca-Cola FEM SA Buenos Aires has shifted, and
will continue to shift, its product mix towards these presentations in response to consumer preferences. 1n addition,
the Company is working to increase the on-premise segment, which consists of small retail outlets, restaurants, bars
and various types of dispensing machines. In March 1999, the Company introduced a small 237 milliter
non-returnabl e glass contour bottle in its effort to increase on-premise demand with alow-price, single-serving
presentation.



BuenosAiresTerritory

Year ended December 31,
1999 1998 1997 1996 1995

(in per centages)

Unit Case Volume Mix by Presentation

Glass
330and 350 c.c. returnable ................... 25 % 28 % 34 % 36 % 43 %
1.0 liter returnable™ ........ocooveiiieee, - - * 0.8 23
0.237 liter no-returnablé® ................... 15 - - - -
CaS1200Z. .. 8.3 105 9.9 111 130
PET
15literreturnable .........ccooveeiiieinnnn. 79 8.0 266 301 494
2.0 liter returnable® ... - . 03 19 75
0.5 liter non-returnable........................ 29 3.3 38 34 11
0.590 liter non-returnable” .................. - - - * 0.4
1.0 liter non-returnablé” ..................... 0.8 0.7 17 1.0 -
15liter non-returnable ........................ 2714 26.3 49 2.9 13
2.0 liter non-returnable........................ 31 31 154 158 132
2.25 liter non-returnable ...................... 39.7 394 277 151 2.3
POSEMIX ..o 5.9 5.9 6.2 52 5.2
TOE oo 1000 %  10009%  10009% 10009 1000 %

* Less than 0.1%.

@ Discontinued in May 1997.

@ Introduced in March 1999

®  Discontinued in August 1997.

®  POWERADE was introduced in these presentations in January 1995 and discontinued in February 1996.
®  Introduced in July 1996.

Marketing

Coca-Cola FEMSA, in conjunction with The Coca-Cola Company, has devel oped a sophisticated marketing
strategy to promote the sale and consumption of its products. Through the use of advanced information technol ogy,
the Company has gained customer and consumer information that allowsit to tailor its marketing strategies to the
types of customerslocated in each of its territories and to meet the specific needs of the various market segmentsit
Serves.

Coca-Cola FEM SA relies extensively on advertising, sales promotions and non-price retailer incentive programs
designed by the Mexican and Argentine affiliates of The Coca-Cola Company to target the particular preferences of
Mexican and Argentine soft drink consumers.

Incentive programsinclude providing retailers with commercial refrigerators for the display and cooling of soft
drink products at little or no charge, free point-of-sale display materials, and complimentary soft drink products. The
Company seeks, in particular, to increase the amount of cooler distribution among retailersto increase the visibility
and consumption of its products. Sales promotionsinclude sponsorship of community activities, sporting, cultural
and social events, and consumer sales promotions such as contests, sweepstakes and product giveaways.
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In addition, Coca-Cola FEM SA advertisesin al major communications media. The Company also focuses
attention on increasing brand recognition by consumers and improving the Company’s relationships with its
customers. National advertising campaigns are designed and proposed by The Coca-Cola Company’slocal affiliates,
with input by the Company at the local or regional level.

Cooperative Marketing Budget. Total marketing expenditures made by the Company in the Mexican Territories
increased 1.7% to Ps. 469.3 million in 1999 from Ps. 461.5 millionin 1998. In the Buenos Aires Territory, marketing
expenditures by the Company increased 1.9% to approximately A$23.2 million (Ps. 220.0 million) in 1999 from A$22.7
million (Ps. 215.9 million) in 1998. Under the 1999 and 1998 cooperative marketing budgets, The Coca-Cola Company
contributed to the Company’ s marketing expenditures by matching approximately the amount spent by the Company
on these marketing efforts in each respective year. See“—Bottler Contracts.”

Channel Marketing. In order to provide amore dynamic and specialized marketing of its products, the Company’s
marketing strategy isto segment its market and devel op targeted marketing efforts for each segment or “channel.”
This“channel marketing” strategy entails a comprehensive and detailed analysis of the purchasing patterns and
preferences of various groups of soft drink consumersin each of the various types of locations or “channels” where
they might potentially purchase Coca-Cola Trademark Beverages. In response to thisanalysis, the Company tailors
its product, price, packaging, and distribution strategies to meet the particular needs and exploit the potential of each
channel.

The Company believes that the implementation of the channel marketing strategy also enablesit to respond to
competitive initiatives with channel-specific responses, thereby isolating the effects of competitive pressure on a
specific channel. The Company’s channel marketing activities are facilitated by its management information systems.
The Company has invested significant amountsin creating such systems, including hand-held computers for most of
its sales routes in the Mexican and Buenos Aires Territories, to support the gathering of product, consumer and
delivery information required to implement its channel marketing strategies effectively.

Product Distribution

The following table provides an overview of the Company’s product distribution infrastructure and retail
network.

Product Distribution Summary

Mexico Argentina
Distribution Centers 59 5
Distribution Trucks® 1,888 282
Sales Routes 1,562 282
Number of Retailers 255,000 70,000

@ |ncludes both Company owned trucks and subcontractors in Argentina

Mexican Operations. The transportation of finished products to the Company’s distribution centers from the
Company’s Mexican production facilitiesis subcontracted to FEM SA Logistica, S.A deC.V. (“FEMSA Logistica’), a
wholly owned subsidiary of FEMSA. From the distribution center, the Company distributes its finished products to
an estimated 255,000 retailers through the Company’ sfleet of trucks. See“—Related Party Transactions.”

The Company’s distribution centers range from large warehousing facilities and re-loading centersto small
deposit centers. In addition to the Company’s fleet of trucks, the Company distributesits productsin certain
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locations through afleet of electric carts and hand-trucksin order to comply with local environmental and traffic
regulations.

Management believes that service and frequency of deliveries are the essential elementsin an effective
distribution system for soft drink products. Accordingly, the Company has continued to expand its pre-sell system
inthe Valley of Mexico Territory and throughout the main citiesin the Southeast Territory. The pre-sell program
separates the sales and delivery functions, allowing sales personnel to sell products prior to delivery and enabling
trucksto be loaded with a proper mix of products, thereby increasing distribution efficiency. Under the pre-sell
program, sales personnel also provide merchandising services during retailer visits, which management believes
enhance the presentation of the Company’s products at the point of sale. At December 31, 1999, approximately
86.5% of the Company’s sales routes used the present system.

Argentine Operations. At December 31, 1999, the Company operated five distribution centersin the Buenos Aires
Territory. The Company also utilizes the pre-sell system in the Buenos Aires Territory and distributes its products
by means of itsfleet of trucks and subcontractors and through independent wholesalers. Also, in designated zones,
the independent wholesal ers purchase the Company’s products at a discount from the wholesal e price and resell the
productsto retailers. Independent wholesalers distributed approximately 15.4% of the Company’s products. See
Item 9, “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Operating
Conditions Specific to Buenos Aires Territory—Distribution System.”

Competition

Although Coca-Cola FEM SA believesthat its products enjoy wider recognition and greater consumer loyalty
than those of its principal competitors, the soft drink segments of the Mexican and Argentine beverage markets are
highly competitive. The Company’s principal competitors arelocal bottlers of PepsiCo beverage brands and other
bottlers and distributors of national and regional soft drink brands. Recently, packaging and price discounting have
joined consumer sales promotions, customer service, and non-price retailer incentives as the primary means of
competition among soft drink bottlers. The Company believes that the introduction of new presentations has been a
major competitive technique in the soft drink industry during recent years. See“—Sales.”

Mexican Operations. The Company estimates that its products accounted for 61.2% of total 1999 soft drink salesin
the Valley of Mexico Territory and 67.5% of such salesin the Southeast Territory. The Company’s cola beverages
accounted for 80.3% of total 1999 colasalesin the Valley of Mexico Territory which represented an increase of 5.0%
over 1998. The Company’s cola sales accounted for 78.2% of total 1999 cola salesin the Southeast Territory, an
increase of 1.1% over 1998.
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The following chart compares sales share of the Company and PepsiCo bottlersin the Mexican Territories for the
periods indicated, and excludes sales by other bottlers:

Share of Sales of the Company and PepsiCo Bottlers®

Year ended December 31,
1999 1998 1997 1996 1995
(in per centages)

Valley of Mexico

The Company
Colas ....ceveviiiii e 803% 753 % 719%  66.0 % 62.2 %
Total Soft Drinks .................... 73.6 69.7 67.8 64.3 60.5
PepsiCo Bottlers®
COlaS ... 19.7 24.7 28.1 34.0 37.8
Total Soft Drinks ............ccune .. 26.4 30.3 322 35.7 39.5
Southeast Territory
The Company
(0] I 78.2 77.1 75.7 74.3 74.6
Total Soft Drinks ............cceen. .. 77.7 76.8 75.9 74.7 71.8
PepsiCo Bottlers™
(0] I 218 229 243 25.7 254

@ |nformation was based on estimates made jointly by The Coca-Cola Company and PepsiCo.
@ The Company's Valley of Mexico Territory encompasses the territories of two PepsiCo bottlers.
©®  The Company’s Southeast Territory encompasses the territories of two PepsiCo bottlers.

The following chart estimates the sales share of the Company and that of all other carbonated soft drink
producers.

Company Sales as a Per centage of Total Soft Drink Sales

Year ended December 31,
1999 1998 1997 1996 1995
(in percentages)

valley of Mexico®
ColaSdesShare.............. 29 % 411 % 40.8 % 375 % 354 %
Flavored Sdes Share .......... 183 150 119 8.6 6.1
Totd SdesShare.............. 612 % 56.1 % 52.7 % 46.1 % 415 %
Southeast Territory®
ColaSdesShare.............. 524 % 502 % 500 % 489 % 482 %
Flavored Sdes Share.......... 151 155 161 163 159
Totd SdesShare.............. 675 % 65.7 % 66.1 % 652 % 641 %

@ |nformation for the years ended December 31, 1999, 1998, 1997, 1996 and 1995 was obtained from A.C. Nielsen.

@ The Company estimated the information for the years ended December 31, 1999, 1998, 1997, 1996 and 1995 based on
information from The Coca-Cola Company relating to sales in certain areas in the Southeast Territory and based on internal data
relating to sales in other areas in the Southeast Territory.

Argentine Operations. The Company estimates that sales of its products accounted for 57.7% and 60.5% of total
soft drink salesin the Buenos Aires Territory in 1999 and 1998, respectively, and that its sales of colabeverages
accounted for 77.5% and 77.7% of total colasalesin theterritory in 1999 and 1998, respectively. Coca-Cola FEMSA
does not bottle or distribute products other than Coca-Cola Trademark Beveragesin the Buenos Aires Territory.
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The following chart compares sales share of the Company and PepsiCo bottlersin the Buenos Aires Territory.
Share of Sales of the Company and PepsiCo Bottlers®
Year ended December 31,

1999 1908 1997 19967 1995
(in per centages)

Buenos Aires Territory

The Company
(O00 F- S J 831 % 82.0 % 778 % 765 % 778 %
Totd Soft Drinks............... 65.9 66.6 630 611 61.0
PepsiCo Bottlers
(000 F- S 169 180 22 235 22
Totd Soft Drinks.............. Al 334 370 389 390

@ |nformation was obtained from Nielsen Argentina.
@ |nformation for 1998 does not include accounts previously served by RDN.
@ |nformation for 1996 includes all accounts previously served by SIRSA.

The Company has maintained alarger share of total soft drink sales and asignificantly larger share of colasales
than PepsiCo bottlersin the Greater Buenos Airesarea. The competitive environment faced by the Company in the
Buenos Aires Territory, however, hasintensified over the last several years with the entrance of a number of
competitors producing non-branded, low-priced soft drinks. Competitors include Harlem Cola, Cordoba, Mirinda and
anumber of other “price-brand” products and private label proprietary supermarket brands that are produced by
contract bottlers.

Company Sales as a Per centage of Total Soft Drink Sales
Year ended December 31,

1999 1908"” 1997 19967 1995
(I'n percentages)

Buenos Aires Territory

Cola Sales Share 412 % 443 % 419 % 413 % 402 %
Flavored Sdes Share 165 16.2 16.3 174 181
Totd Saes Share 2l % 805 % 582 % 87 % 583 %

@ |nformation was obtained from Nielsen Argentina.
@ |nformation for 1998 does not include accounts previously served by RDN.
®  Information for 1996 includes all accounts previously served by SIRSA.

Raw M aterials

Pursuant to the Bottler Contracts with The Coca-Cola Company, Coca-Cola FEM SA isrequired to purchase
concentrate for all Coca-Cola Trademark Beverages from companies designated by The Coca-Cola Company. The
price of concentrate for all Coca-Cola Trademark Beveragesis set by multiplying a portion of the wholesale price of
the product by amultiplier that is set pursuant to periodic negotiations with The Coca-Cola Company (the “Price
Multiplier”). In addition to concentrates, the Company purchases sweeteners, carbon dioxide, glass and plastic
bottles, cans, closures and post-mix containers, aswell as other packaging materials. The Bottler Contracts provide
that, with respect to Coca-Cola Trademark Beverages, all containers, closures, cases, cartons, and other packages
and labels may be purchased only from manufacturers approved by The Coca-Cola Company, including
manufacturing subsidiaries of FEMSA Empagues, S.A. de C.V (“FEMSA Empaques’), an indirect subsidiary of
FEMSA.
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None of the materials or supplies used by Coca-Cola FEM SA is presently in short supply, although the supply
of specific materials could be adversely affected by strikes, weather conditions, governmental controls or national
emergency situations.

Mexican Operations. Some glass bottles, closures, plastic cases, cardboard products, commercial refrigerators, and
certain lubricants and detergents for bottling lines are purchased from subsidiaries of FEM SA Empaques at
competitive prices. Some of the Company’s PET bottles are purchased from Continental PET Technologies de
México, S.A. de C.V., asubsidiary of Continental Can, Inc., which has been the exclusive supplier of 2.0 liter
returnable PET bottles to The Coca-Cola Company and its bottlersin Mexico. Other PET bottles, aswell as pre-
formed plastic ingots for the production of PET bottles, are purchased from avariety of third-party suppliers.

Prior to 1995, Coca-Cola FEM SA purchased all of itsCoca-Cola Trademark Beveragesmetal can presentations
from Industria Envasadora de Querétaro, S A. de C.V. (“IEQSA"), abottler cooperative in which Coca-Cola FEMSA
held an approximate 19% interest. After the Company’s 1997 acquisition of the Tapachula Franchise, which held an
approximate 0.6% interest in IEQSA, Coca-Cola FEMSA’stotal interest in IEQSA reached 19.6%. Seeltem 9,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—A cquisition of
Tapachula Franchise.”

In 1995, Coca-Cola FEM SA received authorization and began producing Coca-Cola Trademark Beveragesin can
presentations. The Company, however, continues to purchase some can presentations from IEQSA. 1EQSA and
Coca-Cola FEM SA purchase a portion of their empty can supply requirements from Fabricas Monterrey, S.A. de C.V.
(“Famosa’), asubsidiary of FEMSA Empaques.

The Company obtains water from ground water sources under concessions obtained from the Mexican
Government and held by various subsidiaries of Coca-Cola FEMSA. The Company also obtains water from the
municipdities where bottling plants are located. See “—Regulation—Water Supply Law.” Management believes
that such sources provide an adequate supply of water to meet the Company’s current and projected requirementsin
Mexico. In addition, the Company obtains carbon dioxide gasfrom domestic sources.

Sweeteners are combined with water to produce basic syrup, which is added to the concentrate as the sweetener
for the soft drink. The Company may utilize sugar or high fructose corn syrup (“HFCS") as sweetenersin their
products, the mix of which (sugar or HFCS) is authorized by The Coca-Cola Company. Aspartame, an artificial
sweetener for diet sodas, isincluded in the concentrates of Coca-Cola light and Sprite light, which are purchased from
The Coca-Cola Company.

Each Mexican bottling subsidiary of Coca-Cola FEM SA purchases sugar from Promotora Mexicana de
Embotelladoras, S.A. de C.V. (“PROMESA”), acooperative of Coca-Cola bottlers. These purchases are made under
one-year agreements between PROMESA and each bottling subsidiary for the sale of sugar at apricethat is
determined monthly based on the cost of sugar to PROMESA. The agreementsincorporate by reference standard
industry provisionsrelating to the quality and delivery of the sugar. There are currently no statutory price controls
for sugar in Mexico. Sugar may be obtained from Mexican producers or through purchases in the international
market. Imported sugar is currently subject to import duties, the amount of which is set by the Mexican Government.
Increasesin the price of sugar, including increases that may occur in the event that import duties increase or import
restrictions on sugar are imposed, will increase the Company’s cost of sales and adversely affect net earningsto the
extent the Company is unable to pass along the full amount of such increasesto the consumer.

Average Real Pricelncrease(Decrease) of Sugar in the Mexican Territories

1999 1998 1997 1996 1995

Change over previous year 12.7% 2.2% 8.3% 8.6% 7.2%

@ Excludes the effect of inflation
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In order to reduce its sweetener costs, the Company hasinstalled equipment within several of its production
facilitiesin Mexican Territoriesto process raw sugar.

With the authorization of The Coca-Cola Company, Coca-Cola FEM SA may utilize HFCS as a substitute for
sugar. The Company buys HFCS from domestic sources (which may import finished HFCS or the cornrequired to
produce the substitute) at prices competitive to the price of sugar. Imported HFCS is currently subject to import
duties, the amount of which is set by the Mexican Government. Asin the case of sugar, increasesin the price of
HFCS, including increases that may occur in the event that import duties increase or import restrictions on HFCS are
imposed, will either increase the Company’s cost of sales and adversely affect net earnings to the extent the
Company is unable to pass along the full amount of such increases to the consumer.

Of the raw materials required in the bottling of the Company’s products, the prices of aluminum cans, plastic PET
bottles, bottle closures (both steel and plastic), other packaging materials and HFCS are quoted in U.S. dollars and
therefore are affected by the fluctuation of the peso against the U.S. dollar. The Company’s strategy isto pass on
increases in these costs to its customersin the form of priceincreases. During 1999, the average real unit pricein
Mexican peso of these dollar-denominated costs decreased on average. This decrease was the result of (i) lower
dollar costs of some of these raw materials and (ii) the appreciation of the Mexican peso against the U.S. dollar. All of
the Company’s raw material requirements excluding those stated above for its Mexican Territories, including
concentrate, are priced and purchased by the Company in pesos.

Argentine Operations. The Company purchases glass bottles, plastic trays and other raw materials from several
domestic sources. The Company purchases pre-formed plastic ingots, as well as returnable PET bottles, at
competitive prices from Complejo Industrial PET S.A. (“CIPET”), alocal subsidiary of EmbotelladoraAndinaS.A.,
and other international suppliers. The Company purchases crown caps and some commercial refrigeration equipment
from subsidiaries of FEM SA Empagues.

The Company purchasesits can presentations for distribution to its customersin Buenos Aires from Complejo
Industrial CAN S.A. (“CICAN"). In December 1996, The Coca-Cola Company sold CICAN to agroup of bottlers that
included Coca-Cola FEM SA Buenos Aires. Under the terms of the shareholders’ agreement among such bottlers,
CICAN ismanaged as ajoint venture. Coca-Cola FEMSA Buenos Aires paid A$4.6 million (in nominal 1996 pesos)
for a44.2% equity interestin CICAN (48.1% as of December 31, 1999).

The Company obtains water for itstwo plantsin Buenos Aires from different sources. At the San Justo plant,
water is obtained from ground sources owned by the Company, while at the Alcorta plant, water is obtained from
Aguas Argentinas S.A. (“Aguas Argentinas’), a private company responsible for managing the public water supply.
Management believes that these sources provide an adequate supply of water to meet the Company’s needsfor its
Argentine operations. Praxair Argentina S.A. provides the Company’s requirements of carbon dioxide gas.

The Company purchases sugar from various domestic suppliers and negotiates sugar pricesindependently with
its suppliers, the prices of which are not subject to Argentine price controls. Imported sugar is subject to import
dutiesthat are set by the Argentine Government and fluctuate in order to equalize the price of sugar obtained from
domestic and international sources.

Average Real Pricelncrease(Decrease) of Sugar in the Buenos AiresTerritory

1999 1998 1997 1996 1995

Change over previous year (22.1%)  2.8% 4.1% 9.2% 6.0%

@ Adjusted for inflation

HFCS s obtained from domestic sources at prices competitive with the price of sugar. Asinits Mexican
operations, the Company may utilize sugar or HFCS as sweeteners in their products, the mix of which (sugar or HFCYS)
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isauthorized by The Coca-Cola Company. Aspartame, an artificial sweetener for diet sodas, isincluded in the
concentrate of Coca-Cola light and Srite light, which is purchased from The Coca-Cola Company.

Regulation

Price Controls. Prior to 1992, prices of carbonated soft drinks were regulated by the Mexican Government. From
1992 to 1995, the industry was subject to voluntary price restraints. However, in response to the deval uation of the
peso relative to the U.S. dollar in 1994 and 1995, the M exican Government adopted an economic recovery plan to
control inflationary pressures in 1995. As part of this plan, the Mexican Government encouraged the Asociacion
Mexicana de Productores de Refrescos y Aguas Carbonatadas, A.C. (the Mexican Association of Soft Drink and Carbonated
Water Producersor “AMPRAC”) to engage in voluntary consultations with the Mexican Government with respect to
price increases for returnabl e presentations, limiting the ability of the Company to pass on increasesin the prices of
raw materials. Such voluntary consultations were terminated in 1996. Dueto their gradual implementation, price
increasesin 1996, 1997 and 1998 did not totally offset the effect of inflation. The Company implemented strategic
price increases throughout 1999, resulting in a2.6% real price increase for the Mexican Territoriesfor 1999. The
Company anticipates additional price increasesin 2000.

Through the availability of data provided by sophisticated information systems, Coca-Cola FEM SA implemented
amore strategic pricing policy during 1999. Going forward, the Company will utilize customer demand, channel, and
geographic product and packaging information to make constant improvements to its segmented pricing schedule.

The Company believesthat it isin full compliancein all material respects with Mexican and Argentinian
Competition laws. Seeltem 3, “—Legal Proceedings.”

Taxation of Soft Drinks Taxation of soft drinks differs between Mexico and Argentina. In Mexico, there are
currently no specific taxes on soft drinks, although soft drinks are subject to an economy-wide value-added tax of
15%. Prior to November 1990, Mexican soft drinks were subject to an excise tax of 15.7%. Coca-Cola FEMSA
experienced significant growth in volumes and profitability upon the elimination of the Mexican excisetax in 1990. In
Argentina, soft drinks are subject to an economy-wide value-added tax of 21%. Prior to 1996, cola soft drinks in
Argentinawere also subject to an excise tax of 24% which waslowered in April 1996 to 4.0%. From 1996 to December
31, 1999, the " colatax" remained at 4%. At January 1, 2000, the Argentine Government implemented atax bill
mandating that the colatax be increased to 8% and that other flavored soft drinks and bottled water be taxed at 4%.

Water Supply Law. The Company purchases water directly from municipal water companies and pumps water from
its own wells pursuant to concessions obtained from the Mexican Government on a plant-by-plant basis. Water use
in Mexico isregulated primarily by the Ley de Aguas Nacionales de 1992 (including regulations issued thereunder, the
“1992 Water Law™), which replaced the Ley de Aguas Nacionales de 1972 (including the regul ations issued thereunder,
the“1972 Water Law”) and created the Comisién Nacional del Agua (the “ National Water Commission”). The National
Water Commission is charged with overseeing the national system of water use. Under the 1992 Water Law,
concessions for the use of a specific volume of ground or surface waters are granted for aterm not exceeding fifty
years, and run generally for five-, ten- or fifteen-year terms, depending on the supply of groundwater in each region
as projected by the National Water Commission. Concessionaires may request concession termsto be extended
upon termination. The Mexican Government is authorized to reduce the volume of ground or surface water granted
for use by a concession by whatever volume of water is not used by the concessionaire for three consecutive years.
However, because the current concessions for each Coca-Cola FEM SA plant in Mexico do not match projected
needs for water in future years, the Company successfully negotiated with the Mexican Government for the right to
transfer the unneeded portion of rights under certain concessions from certain plants to other plants anticipating
greater water usage in the future. The Company’s concessions may be terminated if, among other things, (i) the
Company uses more water than permitted, (ii) the Company failsto pay required concession-related fees, and (iii) the
Company fails to complete agreed-upon construction or improvements. Management believesthat it isin compliance
with the terms of its existing concessions and that such concessions satisfy the Company’s current water
reguirementsin Mexico.
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Although the Company has not undertaken independent studies to confirm the sufficiency of the existing or
future groundwater supply, management believes that the Company’s existing concessions satisfy the Company’s
current water requirementsin Mexico. There can be no assurances, however, that groundwater will be availablein
sufficient quantities to meet the Company’s future production needs.

Pursuant to Argentine water regulations, the Company is required to obtain permits from the Argentine
Government to obtain water from certain underground sources. Because the Alcorta plant does not use water from
underground sources, no permit for water use is necessary. Water supply for the Alcortaplant isviaviaduct from
Aguas Argentinas, a privately-owned concessionaire of the Argentine Government. The San Justo plant is entitled
to use underground water resources until such time as Aguas Argentinas is able to supply its water needs. If,
however, the water supply from Aguas Argentinasisinterrupted, Coca-Cola FEM SA Buenos Aires expects that the
San Justo plant will be able to resume the use of its underground water resources. The Company cannot assure,
however, that water will be availablein sufficient quantities to meet future production needs.

Environmental Matters. The Company’s Mexican operations are subject to Mexican federal and state laws and
regulations relating to the protection of the environment. The principal legislation isthe federal Ley General de
Equilibrio Ecoldgicoy Proteccion al Ambiente (the General Law for Ecological Equilibrium and Environmental Protection
or “Environmental Law”), which is enforced by the Secretaria dd Medio Ambiente, Recursos Naturalesy Pesca (the
Ministry of the Environment, Natural Resources and Fisheries, or “SEMARNAP”). SEMARNAP can bring
administrative and criminal proceedings against companies that violate environmental laws, and it also has the power
to close non-complying facilities. Under the Environmental Law, rules have been promulgated concerning water, air
and noise pollution and hazardous substances. In particular, Mexican environmental laws and regulations require the
Company to file periodic reports with respect to air and water emissions and hazardous wastes and set forth
standards for waste water discharge that apply to the Company’s operations. The Company is aso subject to certain
minimal restrictions on the operation of delivery trucksin Mexico City. The Company implemented several programs
designed to facilitate compliance with air, waste, noise, and energy standards established by current Mexican federal
and state environmental laws, including a program that installs catalytic converters and liquid petroleum gasin
delivery trucksfor its operationsin Mexico City. See“—~Product Distribution.”

The Ley Federal de Derechos (the “ Federal Law of Governmental Fees”), adopted in January 1993, provides that
plants located in Mexico City that use deep water wellsto supply their water requirements must pay afee to the city
for the discharge of residual waste water to drainage. In 1995, municipal authorities began to test the quality of the
waste water discharge and charge plants an additional fee for measurements that exceed certain standards published
by SEMARNAP. All of the Company’s bottling plants located in the Valley of Mexico Territory, aswell asthe
Toluca plant, met these new standardsin 1999, and as aresult, the Company was not subject to additional fees. See
Item 2, “Description of Property—Production Facilities.”

The Company’s Argentine operations are subject to Argentine federal and provincial laws and regulations
relating to the protection of the environment. The most significant of these are regul ations concerning waste water
discharge, which are enforced by the Secretaria de Recursos Naturales y Ambiente Humano (the Ministry of Natural
Resources and Human Environment) and the Secretaria de Politica Ambiental (the Ministry of Environmental Policy) for
the province of Buenos Aires. The Company’s Alcorta plant and San Justo plant meet waste water discharge
standards and are in compliance with these standards.

The Company has expended, and may be required to expend in the future, funds for compliance with and
remediation under Mexican and Argentine environmental laws and regulations. The Company does not believe that
such costs will have amaterial adverse effect on the Company’s results of operations or financial condition.
However, since environmental laws and regulations are becoming increasingly more stringent, to the extent that
increased costs of compliance and remediation cannot be passed on to its customers, such costs may have a material
adverse effect on the Company’s future results of operations or financial condition.
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Employees

On December 31, 1999, Coca-Cola FEM SA employed 15,273 employees, including 12,889 employeesin Mexico
and 2,384 employeesin Argentina. On December 31, 1999, approximately 61% of the Company’s empl oyees, most of
whomwere employed in Mexico, were members of labor unions. Coca-Cola FEM SA has 39 separate collective
bargai ning agreements with six labor unions represented at the Company’s Mexican operations and one collective
bargaining agreement with one labor union in Buenos Aires. In Mexico, wages are renegotiated every year while
other terms and conditions of employment are renegotiated every two years. In Buenos Aires, the collective
bargaining agreement is negotiated between the Camara Argentina de la Industria de Bebidas sin Alcohol (the Argentine
Chamber of the Non-alcoholic Beverages Industry) on behalf of the beverage producers, and the Federacion Argentina
de Trabajadores de Aguas Gaseosas (the Argentine Federation of Soft Drink Workers), on behalf of the soft drink
industry workers. The Argentine Government is not involved in these negotiations.

Related-Party Transactions

The Company regularly engagesin transactions with FEM SA, The Coca-Cola Company, and their affiliates. In
1999, Coca-Cola FEM SA purchased crown caps, plastic bottle caps, commercial refrigerators, lubricants, detergents,
plastic cases, and substantially all of Coca-Cola FEMSA’s returnable glass bottle requirements for its Mexican
operations from FEMSA Empagues, an indirect, wholly-owned subsidiary of FEM SA, under two supply agreements.
The aggregate amount of such purchases was Ps. 515.9 million in 1999. The Company aso purchases some
refrigerators from a subsidiary of FEM SA Empagues for the Buenos Aires Territory. Also, some canned beverages in
the Mexican Territories are purchased from IEQSA, which in turn purchases a portion of empty cansfrom Famosa, a
subsidiary of FEMSA Empaques. In 1999, Coca-Cola FEM SA Buenos Aires purchased all of its can presentations
and a portion of its plastic ingot requirements for producing PET bottlesfrom CICAN and CIPET, respectively. In
addition, the Company purchases all of its returnable bottle requirements from CIPET. CICAN isajoint venture
between The Coca-Cola Bottlersin Argentinaand CIPET isalocal subsidiary of Embotelladora Andina, S.A.
Management believes that the Company’s purchasing practices result in prices comparable to those that would be
obtained in arm’s length negotiations with unaffiliated parties.

The Company and FEMSA Servicios, SA. deC.V. (“FEMSA Servicios’), anindirect subsidiary of FEMSA,
entered into a service agreement in June 1993 pursuant to which FEM SA Servicios provides certain administrative
servicesrelating to insurance, legal and tax advice for a period of at least one year, cancel able thereafter by either
party, and certain limited administrative and auditing services for aslong as FEM SA maintains an interest in
Coca-ColaFEMSA. |n each case, these agreements were made on terms that the Company believesto be
commercially reasonable.

In November 1997, the Company and FEM SA Logistica, SA. deC.V. (“FEMSA Logistica’), an indirect
subsidiary of FEM SA, entered into a service agreement. Under this agreement, FEM SA Logistica transports
finished product from the Company’s production facilities to its distribution centers within Mexico.

The Company isinsured in Mexico primarily under FEMSA’s umbrellainsurance policieswith Seguros
Monterrey New York Life S.A., whichwas an affiliate of the Company until January 14, 2000. The policies were
purchased pursuant to a competitive bidding process. This coverageincludesall risk, general liability and theft, as
well aslifeinsurance and health insurance for certain eligible employees. In addition, the Company is covered
against third-party liabilities arising from vehicular accidents. Management believes that this arrangement provides
Coca-Cola FEM SA with adeguate coverage at commercially reasonablerates. Fidelity bonds are purchased from
Fianzas Monterrey New York Life S.A., which was an affiliate of the Company until January 14, 2000, and financial
services are obtained from Grupo Financiero Bancomer, S.A. de C.V. and its subsidiaries, an affiliate of the Company,
in each case on an arm's length basis.

The Company and The Coca-Cola Company pay and reimburse each other for marketing expenditures under a
cooperative marketing arrangement. In addition, The Coca-Cola Company has made payments to the Company in
connection with cold-drink equipment investment and other volume driving investment programs. The Company



purchases all of its concentrate requirements for Coca-Cola Trademark Beverages from The Coca-Cola Company and,
in 1996, the Company entered into afive-year lease with The Coca-Cola Company for its main officesin Mexico City.

Bottler Contracts

Bottler contracts are the standard contracts that The Coca-Cola Company enters into with bottlers outside the
United States for the sale of concentrates for certain soft drinks of The Coca-Cola Company. Coca-Cola FEMSA
manufactures, packages, distributes, and sells soft drink beverages and bottled water in its Mexican Territories under
the two Mexican Bottler Contracts entered into by Coca-Cola FEM SA and The Coca-Cola Company on June 21, 1993
(one of which, relating to the Southeast Territory, was amended October 30, 1997). One Mexican Bottler Contract
governsthe Valley of Mexico Territory and the other Mexican Bottler Contract governs the Southeast Territory.

Coca-Cola FEM SA also manufactures, packages, distributes, and sells soft drink beverages and bottled water in
its Buenos Aires Territory under the Buenos Aires Bottler Contract. The original contract was signed on September
1,1994. The contract wasamended on December 1, 1995 to include the San Isidro area and again on June 2, 1998 to
include the Pilar area. Both San Isidro and Pilar are part of the greater Buenos Aires area.

The Bottler Contracts provide that Coca-Cola FEM SA will purchase its entire requirement of concentrates for
Coca-Cola Trademark Beverages from The Coca-Cola Company and other authorized suppliers at prices, with terms of
payment, and on other terms and conditions of supply as determined from time to time by The Coca-Cola Company at
its sole discretion. Although the price multipliers used to calculate the cost of concentrate charged to Coca-Cola
FEMSA and the currency of payment, among other terms, are set by The Coca-Cola Company at its sole discretion,
Coca-Cola FEM SA setsthe price of products sold to retailers at its discretion, subject to the applicability of price
restraints. Coca-Cola FEM SA hasthe exclusive right to distribute Coca-Cola Trademark Beveragesfor saleinits
territories in authorized containers of the nature prescribed by the Bottler Contracts and currently used by Coca-Cola
FEMSA. These containersinclude various configurations of cans and returnable and non-returnabl e bottles made of
glassand PET. See“—Sales.”

The Bottler Contracts include an acknowledgment by Coca-Cola FEM SA that The Coca-Cola Company isthe
sole owner of the trademarks that identify the Coca-Cola Trademark Beverages and of the secret formulas with which
The Coca-Cola Company’s concentrates are made. Subject to Coca-Cola FEMSA’s exclusive right to distribute
Coca-Cola Trademark Beveragesin itsterritories, The Coca-Cola Company reserves the right to import and export
Coca-Cola Trademark Beveragesto and from Mexico and Argentina. The Bottler Contracts do not contain
restrictions on The Coca-Cola Company’s ability to set the price of concentrates charged to bottlers and do not
impose minimum marketing obligations on The Coca-Cola Company. The prices at which Coca-Cola FEMSA
purchases concentrates under the Bottler Contracts may vary materially from the pricesit has historically paid,
including during the periods covered by the financial information for Coca-Cola FEM SA attached to this Form 20-F.
Under the Company’ s by-laws and the Sharehol ders Agreement, however, an adverse action of The Coca-Cola
Company under any of the Bottler Contracts may result in a suspension of certain veto rights of the directors (“ Series
D Directors’) appointed by The Coca-Cola Company through Inmex. See Item 4, “Control of Registrant—The
Shareholders Agreement.”

The Coca-Cola Company has the ability, at its sole discretion, to reformul ate any of the Coca-Cola Trademark
Beverages and to discontinue any of the Coca-Cola Trademark Beverages, subject to certain limitations, so long as al
Coca-Cola Trademark Beverages are not discontinued. The Coca-Cola Company may also introduce new beverages
in the Company’sterritories and, in that event, as to certain such beverages, Coca-Cola FEM SA will have, under the
supplemental agreements discussed below, the right of first refusal with respect to the manufacturing, packaging,
distribution, and sale of such new beverages with the same obligations as then exist with respect to the Coca-Cola
Trademark Beverages under the Bottler Contracts. The Bottler Contracts prohibit Coca-Cola FEM SA from producing
or handling cola products other than those of The Coca-Cola Company, or other products or packages that would
imitate, infringe upon, or cause confusion with the products, trade dress, containers or trademarks of The Coca-Cola
Company, or from acquiring or holding an interest in a party that engagesin such activities. The Bottler Contracts
prohibit Coca-Cola FEM SA from bottling any soft drink product except under the authority of, or with the consent of,
The Coca-Cola Company. The Bottler Contracts also impose restrictions concerning the use of certain trademarks,
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authorized containers, packaging, and labeling of The Coca-Cola Company so asto conform to policies prescribed by
The Coca-Cola Company. In particular, Coca-Cola FEM SA is obligated to:

> Maintain such plant and equipment, staff, and distribution facilities as are capabl e of manufacturing,
packaging, and distributing the Coca-Cola Trademark Beverages in authorized containersin
accordance with the Bottler Contracts and in sufficient quantities to satisfy fully the demand for
these beveragesin their territories;

> Undertake adequate quality control measures prescribed by The Coca-Cola Company;

> Develop, stimulate, and satisfy fully the demand for Coca-Cola Trademark Beverages using all
approved means, which include the spending of advertising and other marketing funds;

> Maintain such sound financial capacity as may be reasonably necessary to assure performance by
Coca-Cola FEM SA and its affiliates of their obligationsto The Coca-Cola Company; and

> Submit annually to The Coca-Cola Company the Company’s marketing, management, promotional
and advertising plans for the ensuing year.

The Coca-Cola Company has no obligation to participate with Coca-Cola FEM SA in expenditures for advertising
and marketing, but it may, at its discretion, contribute to such expenditures and undertake independent advertising
and marketing activities, aswell as cooperative advertising and sales promotion programs that would require the
cooperation and support of Coca-Cola FEMSA. The Coca-Cola Company hasin each of the past five years
contributed approximately half of the Company’s advertising and marketing budget in the Mexican Territories and,
since September 1994, approximately half of suchbudget in the Buenos Aires Territory. Although the Company
believes that The Coca-Cola Company intends to continue to provide cooperative advertising funds, it is not
obligated to do so under the Bottler Contracts. Conseguently, future levels of advertising and marketing support
provided by The Coca-Cola Company may vary materially from the levels historically provided. Seeltem 4, “ Control
of Registrant—The Shareholders Agreement.”

Thetwo Mexican Bottler Contracts have terms of ten years and will each expire on June 20, 2003. The Buenos
Aires Bottler Contract has aterm of ten years and will expire on September 1, 2004. The Bottler Contracts are
automatically renewable for ten-year terms, subject to non-renewal by either party (with notice to the other party).
The Bottler Contracts are subject to termination by The Coca-Cola Company in the event of default by Coca-Cola
FEMSA. Theevent of default provisions limiting the change in ownership or control of Coca-Cola FEMSA and the
assignment or transfer of the Bottler Contracts are designed to preclude any person not acceptable to The Coca-Cola
Company from obtaining an assignment of a Bottler Contract or from acquiring Coca-Cola FEMSA, and are
independent of similar rights of Inmex set forth in the Shareholders Agreement. These provisions may prevent
changesin the Principal Shareholders (as defined below) of Coca-Cola FEM SA, including mergers or acquisitions
involving sales or dispositions of capital stock of Coca-Cola FEMSA, without the consent of The Coca-Cola
Company. Seeltem 4, “Control of Registrant—The Shareholders Agreement.”

Coca-Cola FEM SA and The Coca-Cola Company entered into two supplemental agreements on June 21, 1993
and September 1, 1994 (collectively, the “ Supplemental Agreements’), which together clarify and expand certain
provisions of the Bottler Contracts. Among other things, the Supplemental Agreements:

> Specify that Coca-Cola FEM SA has aright of first refusal with respect to the production and
distribution of certain new trademark products of the Coca-Cola Company in the territories;

> Detail the calculation of certain payments upon the occurrence of certain breaches;

> Describe certain rights of first negotiation and first refusal of The Coca-Cola Company upon
termination of any of the Bottler Contracts;

> Set forth procedural details for notification and communication relating to specific provisions of the
Bottler Contracts; and
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ITEM 2

Provide that The Coca-Cola Company may authorize other distributors of post-mix syrup within the
territories and will reimburse Coca-Cola FEM SA for documented costs relating to enforcement
actionsto protect certain trademarks of The Coca-Cola Company.

DESCRIPTION OF PROPERTY

Total Asset Value Summary

Book Value
(millions of pesos) (% of total)
Mexican Territories. .....cverrneenneseenereneens 6,663.2 59.7%
Buenos AireS TErritory .....cccvveenreneenenenenn 4,493.2 40.3%
Qe OO 11,156.2 __100%

Property, Plant and Equipment Summary
At December 31, 1999

Book Value
(millions of pesos) (% of total)
Valley of Mexico TeITitory ......ccovevevreverennennns 3,905.9 56.1%
Southeast Territory .....covevveeeiiereeesereseene 1,680.2 24.1%
Buenos Aires TErritory .....ccoceevvveveeeviecesvenenen 13745 19.8%
L Ie 17 OO _6.960.6 _100%

Production Facilities

Over the past several years, the Company made significant capital improvements to modernizeits facilities and
improve operating efficiency and productivity. Theseinitiativesinclude:

>
>
>
>

>

Increasing the annual capacity of its bottling plants;
Installation of clarification facilities to process different types of sweeteners;
Installation of PET bottle blowing equipment and can presentation capacity;

Modificationsto increase flexibility to produce different presentations, including “swing lines” that
can bottle both non-returnable and returnabl e presentations; and

Closure of obsolete production facilities.

Mexican Operations. In January 1999, the Company closed the Churubusco bottling facility. As of December 31,
1999, the Company owned six bottling plantsin the Valley of Mexico and Tolucawith acombined total installed
annual capacity of 430.0 million unit cases and a capacity utilization of 74%. As part of its capacity rationalization
efforts, the Comp any also closed the Tlalnepntla bottling facility in March 2000. The installed capacity of the closed
plant was compensated for by increased production at the Company’ s other production facilitiesin the Valley of
Mexico and Toluca. In the Southeast Territory, the Company operatessix bottling plants with a combined total
installed annual capacity of 152.3 million unit casesand with capacity utilization of 66%.
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As of December 31, 1999, the Company owned 17 and rented three large distribution centersin the Valley of
Mexico Territory and owned 17 and rented 22 large distribution centers in the Southeast Territory.

Argentine Operations. Asof December 31, 1999, the Company owned two bottling plantsin the Buenos Aires
Territory with atotal installed annual capacity of 225.7 million unit cases and a capacity utilization of 62.1%. In June
2000, the San Justo plant ceased production operations but remained open as part of the Company’ s plan to utilize
the distribution center facilities at that |ocation going forward.

Asof December 31, 1999, the Company owned and operated eight bottling lines and four distribution centers
and rented one large distribution center in the Buenos Aires Territory.

Production Facility Summary
At December 31, 1999

Mexican Territories Buenos Aires Territory®
Valley of Mexicot™) Southeast
Cedro Ixtacomitén Alcorta
Tlalnepantla® Minatitlan San Justo
Cuautitlan San Cristobal
Toluca Oaxaca
Tlapan 2 Juchitan
LosReyes Tapachula

@ In March 2000, the Tlalnepantla plant, located in the Valley of Mexico, was closed. As
of June 2000, the Company operated five plantsin the Valley of Mexico and Toluca
@ In June 2000, the San Justo plant ceased production operations indefinitely.

ITEM 3. LEGAL PROCEEDINGS

On January 14, 1999, the Comison Federal de Competencia (the “ Mexican Federal Antitrust Commission”)
announced that it was investigating the Mexican soft drink industry’ sproduct pricing behavior. On January 29, 1999,
the Commission formally notified the Company that it was investigating the Company’ s pricing policies. On March
15, 1999, the Commission concluded that there was no evidence to support afinding of price-fixing, and the
investigation was closed.

In May of 2000, the Mexican Federal Antitrust Commission notified Coca-Cola FEM SA that it was investigating
The Coca-Cola Company and the bottlersof Coca-Cola Trademark Beverages in Mexico, including Coca-Cola
FEMSA. Thisinvestigation focuses on monopolistic practices within the soft drink industry in Mexico. The
Company iscooperating with the authorities in thisinvestigation and believesit isin full compliance with all relevant
national competition laws and regulations. However, the Company cannot give any assurance that such legal
actionswill not negatively affect it in the future.

ITEM 4. CONTROL OF REGISTRANT
The Company’s principal shareholders are Emprex, adirect subsidiary of FEMSA, apublicly traded company
listed on the Mexican Stock Exchange and on The New Y ork Stock Exchange, and Inmex, awholly owned subsidiary

of The Coca-Cola Export Corporation and an indirect subsidiary of The Coca-Cola Company. Seeltem1,
“Description of Business—Corporate Background.”

29



The Company’s share capital consists of three classes of securities: Series A Shares held by Emprex, SeriesD
Shares held by Inmex, and Series L Shares, held by the public. On January 28, 1998, the Company effected athree-
for-one stock split. The capital structure of the Company at December 31, 1999 was as follows:

% Ownership of

Outstanding Outstanding % of
Shar eholder Capital Stock Capital Stock Voting Rights
Emprex (Series A Shares) .......ccccvveevceveeiveceseseeesece e 726,750,000 51 63
INmex (Series D Shares)........ccoeceevveeiceseeiseeseseees e 427,500,000 30 37
Public (SeriesL Shares)........ccocecevvveiieneeiseieseseeesee e 270,750,000 _19 *
TOLAl s 1,425,000,000 100 100

*  Holders of Series L Shares are only entitled to vote in limited circumstances. See Item 6, “Exchange Controls and Other
Limitations Affecting Securityholders.” Holders of American Depositary Receipts (“ADRS’) are entitled to instruct The Bank of
New Y ork, the Depositary for the ADSs represented by the ADRS, as to the exercise of the limited voting rights pertaining to the
Series L Shares represented by their ADSs.

In addition, 270,750,000 Series B Shares, without par value, and 204,000,000 Series L Shares have been authorized
and issued, but have not been subscribed and are currently held in treasury.

Emprex, as the sole owner of the Company’s Series A Shares, has the power to elect eleven of the sixteen
directors and Inmex, as the sole owner of the Company’s Series D Shares, has the power to elect four directors.
Accordingly, Emprex and Inmex have the power to determine the outcome of all actions requiring approval by the
Board of Directors and, except in certain limited situations, all actions requiring approval of the shareholders. See“—
The Shareholders Agreement.”

The following table sets forth the names of all persons known by the Company to be the beneficial owner of
more than 10% of any class of the voting common stock of the Company, and the beneficial ownership of the voting
common stock of the Company of the officers and directors as agroup at December 31, 1999.

Amount %
Shareholder Title of Owned of Class
Class
Trust Participants under Irrevocable Series A
Trust No. F/29487-6 established at Bancomer, S.A., asTrustee®............... Shares 365,655,000 50.3
Other officers and directors as agroup@...........coo.eeeveveeereieeeessiessessessssesseissseneens Series A 365,362,117 50.3
Shares
Series D 0 0
Shares
Series L 249,113 *
Shares

*  Lessthan 1%.

(1) Asof December 31, 1999, the trust participants under Irrevocable Trust No. F/29487-6 established at Bancomer, S.A., as Trustee,
included: Max Michel Suberville, Eugenio Garza Lagiiera, Paulina Garza Gonda de Marroquin, Barbara Garza Gonda de Braniff,
Mariana Garza Gonda de Trevifio Bryan, Eva Gonda de Garza, Jose Antonio Fernandez Carbajal, Eva Garza Gonda de Fernandez,
Juan Carlos Braniff Hierro, Consuelo Garza Lagiiera de Garza, Alfonso Garza Garza, Patricio Garza Garza, Juan Carlos Garza
Garza, Eduardo Garza Garza, Eugenio Garza Garza, Alberto Bailleres, Maria Teresa G. de Bailleres, Inversiones Bursétiles
Industriales, S.A. de C.V., Corbal, S.A. de C.V., Magdalena M. de David, Alepage, S.A., Bancomer, SA., as Trustee under Trust No.
F/29013-0, Max David Michel, Juan David Michel, Monique David de VVanLathem, Renee Michel de Guichard, Magdalena
Guichard Michel, Rene Guichard Michel, Miguel Guichard Michel, Graciano Guichard Michel, Juan Guichard Michel, Inversiones
Franca, S.A. de C.V., and Bancomer, S.A., as Trustee under Trust No. F/29490-0 (together all of them the “Trust Participants”).

(2) Includes shares beneficially owned by the Trust Participants under Irrevocable Trust No. F/29487-6 established at Bancomer, S.A.,
as Trustee.



The Shareholders Agreement

In connection with the subscription by Inmex (awholly owned indirect subsidiary of The Coca-Cola Company)
of 30% of the Company’s capital stock, FEMSA and The Coca-Cola Company agreed that the Company would be
managed as ajoint venture. Accordingly, in June 1993, Emprex (FEMSA’s subsidiary), which isthe direct holder of
the Series A Shares, Inmex and The Coca-Cola Company entered into the Sharehol ders Agreement, which, together
with the Company’s by-laws, sets forth the basic rules under which the Company operates.

In the Sharehol ders Agreement, Emprex and Inmex (each a“Principal Shareholder” and, collectively, the
“Principal Shareholders’) confirm their agreement to the corporate governance provisions set forth in the Company’s
by-laws relating to the composition of the Board of Directors and the executive officers of the Company aswell asto
the election of the members of such board and officers. SeeItem 10, “Directors and Officers of Registrant.” In
addition, the Shareholders Agreement embodies the Principal Shareholders’ agreement that the Company be
managed in accordance with one-year and five-year business plans.

The Shareholders Agreement also sets forth the Principal Shareholders’ understanding as to the effect of
adverse actions of The Coca-Cola Company under the Bottler Contracts as set forth in the Company’s by-laws. The
Company’s by-laws provide that a majority of the directors appointed by the holders of Series A Shares (“ Series A
Directors”), upon making areasonable, good faith determination that any action of The Coca-Cola Company under
any Bottler Contract or Supplemental Agreement between The Coca-Cola Company and Coca-Cola FEM SA or any of
itssubsidiariesis materially adverse to the business interests of the Company and that The Coca-Cola Company has
failed to cure such action within 60 days of notice thereof, may declare at any time within 90 daysthereafter a“ Simple
Majority Period.” During the Simple Majority Period certain decisions, namely the approval and material changing of
the one-year and five-year business plans of the Company and the introduction of a new, or termination of, an
existing line of business, which would ordinarily require the presence and approval by two Series D Directors, can be
made by a simple majority vote of the entire Board of Directors of the Company, without requiring the presence or
approval of any Series D Director. A majority of the Series A Directors may terminate a Simple Majority Period but,
once having done so, cannot declare another Simple Majority Period during a one-year period following a
termination. 1f a Simple Majority Period persists for one year or more, the provisions of the Shareholders Agreement
for resolution of irreconcilable differences may be triggered, with the consequences outlined below.

In addition to the rights of first refusal provided for in the Company’s by-laws regarding proposed transfers of
Series A Sharesor Series D Shares, the Shareholders Agreement contemplates three circumstances under which one
Principal Shareholder may purchase the interest of the other in the Company: (i) achange in control in a Principal
Shareholder; (ii) the existence of irreconcilable differences between the Principal Shareholders; or (iii) the occurrence
of certain specified defaults.

In the event that (i) one of the Principal Shareholders buysthe other’sinterest in the Company in any of these
circumstances or (ii) Inmex s or Emprex s ownership of the Company’s shares of capital stock other than the Series L
Sharesisreduced below 20% of all such shares and upon the request of the Principal Shareholder whose interest is
not so reduced, the Shareholders Agreement requires that the Company’ s by-laws be amended to eliminate all share
transfer restrictions and all super-majority voting and quorum requirements, after which the Sharehol ders Agreement
would terminate. In the event that Inmex s or Emprex's ownership of the Company’s shares of capital stock other
than the Series L Sharesis reduced below 25% (but not below 20%) of all such shares and upon the request of the
Principal Shareholder whose interest is not so reduced, the Shareholders Agreement requires that the Company’s by-
laws be amended to eliminate all super-majority voting and quorum requirements, other than those relating to the
share transfer restrictions. After the elimination of super-majority voting and quorum restrictions upon areduction of
InmexX s ownership, Emprex acting a one could have the power to determine most actions requiring shareholder or
board approval by virtue of its ownership of Series A Shares.

The Sharehol ders Agreement also contains provisions relating to the Principal Shareholders’ understanding as
to the Company’s growth. It statesthat it is The Coca-Cola Company’sintention that the Company will be viewed as
one of asmall number of its*anchor” bottlersin Latin America. In particular, the parties agreethat it is desirable for
the Company to expand by acquiring additional bottler territoriesin Mexico and other Latin American countriesin the
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event any become available (“ horizontal growth”). In addition, The Coca-Cola Company has agreed, subject to a
number of conditions, that if it obtains ownership of abottler territory that fits with the Company’s operations, it will
give the Company the option to acquire such territory. The Coca-Cola Company has also agreed to support prudent
and sound modifications to the Company’s capital structure to support horizontal growth. The Coca-Cola
Company’s agreement asto horizontal growth would cease to bein effect upon (i) the elimination of certain super-
majority voting requirementsin the event that Inmex s or Emprex's ownership of the Company’s shares of capital
stock other than the Series L Sharesis reduced below 25% of all such shares as described above or (ii) The
Coca-Cola Company’s election to terminate the agreement following a specified default as described above.

ITEM 5. NATURE OF TRADING MARKET

ADRs representing the ADSs have been issued by the Bank of New Y ork (the “Depositary”), as depositary for
the ADSs. The Company’s ADSs have been traded on the New Y ork Stock Exchange, and the Company’s Series L
Shares on the Mexican Stock Exchange, since 1993. Each ADS representsten Series L Shares. On December 31,
1999, approximately 96% of the publicly traded SeriesL Shareswere held in the form of ADSs.

The following table sets forth, for the periodsindicated, the reported high and low sales prices for the Series L
Shares on the Mexican Stock Exchange and the reported high and low sales prices for the ADSs on the New Y ork
Stock Exchange. Prices have not been restated in constant currency units.

Mexican Stock Exchange New York Stock Exchange
Pesosper L Share U.S. dollarsper ADS

1995: High Low High Low

First quarter Ps. 4.25 Ps. 2.67 $ 8.04 $ 4.50

Second quarter 4.47 3.50 7.17 5.67

Third quarter 5.33 3.99 8.79 6.21

Fourth quarter 5.50 3.93 7.33 5.54
1996:

First quarter Ps. 6.29 Ps. 5.27 $ 8.67 $ 6.79

Second quarter 7.87 5.65 10.75 7.42

Third quarter 7.20 5.93 9.46 7.75

Fourth quarter 7.80 5.97 9.88 7.79
1997:

First quarter Ps. 9.85 Ps. 7.47 $ 1263 $ 9.38

Second quarter 13.88 8.80 17.50 1117

Third quarter 15.49 12.07 19.35 15.23

Fourth quarter 15.83 12.17 19.52 14.00
1998:

First quarter Ps. 1752 Ps. 14.17 $ 2044 $ 1717

Second quarter 17.72 14.10 20.69 15.63

Third quarter 17.50 10.98 19.63 10.81

Fourth quarter 16.90 11.60 17.06 11.63
1999:

First quarter Ps. 16.90 Ps. 11.98 $ 1725 $ 1113

Second quarter 20.30 15.00 21.81 15.75

Third quarter 18.90 13.00 19.63 1381

Fourth quarter 17.00 12.32 18.06 12.69
2000:

First quarter Ps. 19.00 Ps. 15.00 $ 2056 $ 1525

It is not practical for the Company to determine the proportion of the Series L Shares beneficially owned by U.S.
persons.

Since November 1, 1996, the Company’s Notes have been listed on the New Y ork Stock Exchange. Thefollowing

table sets forth, for the periodsindicated, the reported high and low sales prices for the Notes on the New Y ork Stock
Exchange.
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New York Stock Exchange
Per centage of Principal Amount

High Low

1996:

Fourth quarter...........coeoverninccneee e 103.105 99.315
1997:

First QUarter.......ccoooeeveinesenereeeseecseeeeine 102.644 95.092

SECONd QUAITEN.......ceiiereeeereeee e 102.089 94.334

TRIF o 106.064 102.008

Fourth quarter...........coeoverninccneee e 106.626 94.351
1998:

First QUarter.......ccoooeeveinesenereeeseecseeeeine 105.080 103.000

SECOoNd QUAITEN.......ceiiireeieereee s 106.000 99.000

Third QUArtEr ... 103.000 82.000

Fourth quarter...........coeoverninccneee e 101.000 95.125
1999:

First QUarter.......ccoeoeneineeenerese e 102.809 90.156

Second quarter 101.534 93.543

Third QUArtEr ... 101.048 90.534

Fourth quarter...........coeoverninccneee e 101.897 97.863
1999:

First QUarter.......ccoooeenenieeereecreee e 104.965 99.237

It isnot practical for the Company to determine the portion of the Notes beneficially owned by U.S. persons.
Trading on the M exican Stock Exchange

The Mexican Stock Exchange was founded in 1894, ceased operationsin the early 1900's, and has operated
continuously since 1907. It islocated in Mexico City and isthe only stock exchange in Mexico.

The Mexican Stock Exchange is organized as a corporation, whose shares are held by brokerage firms. These
firms are exclusively authorized to trade on the floor of the Mexican Stock Exchange. Trading on the Mexican Stock
Exchange takes place principally through an automated inter-dealer quotation system known as SENTRA, whichis
opened each business day between 8:30 am. and 3:00 p.m., Mexico City time. Each trading day isdivided into six
trading sessions with ten-minute periods separating each session. The size of trading lotsis 1,000 shares. Brokerage
firms are permitted to trade in odd lots only through aparallel computerized odd-lot trading system. The Series L
Sharestradein lots of 1,000 SeriesL Shares.

The Mexican Stock Exchange publishes adaily official price list that includes price information on each listed
security. For most issuers, the Mexican Stock Exchange operates a system of automatic suspension of dealing in
shares of aparticular issuer asameans of controlling excessive price volatility. Each day aprice band is established,
with the upper and lower limits generally being 5% above and below areference price, whichisinitially theday’s
opening price. If during the day abid or offer is accepted at a price outside this band, trading in the sharesis
automatically suspended for one hour. When trading resumes, the high point of the previous band becomes the new
reference pricein the event of arise in the price of asecurity, and the low point of the previous band becomes the
new reference price in the event of afall in the price of asecurity. If it becomes necessary to suspend trading on a
subsequent occasion on the same day, the suspension period lasts one and one-half hours. Suspension periodsin
effect at the close of trading are not carried over to the next trading day.



However, in accordance with the rules of the Mexican Stock Exchange, the Series L Shares are not subject to this
system because they trade outside Mexico in the form of ADSs. In addition, the Mexican Stock Exchange can
suspend trading in a security (including those not subject to the automatic suspension system described above) for
up to five daysif it determines that disorderly trading is occurring with respect thereto. The Comisién Nacional
Bancariay de Valores (the National Banking and Securities Commission or the*CNBV™) must approve any increasein
the length of the suspension period beyond five days.

Settlement is effected two trading days after a share transaction on the Mexican Stock Exchange. Deferred
settlements, even if by mutual agreement, are not permitted without the approval of the CNBV. Most securities
traded on the Mexican Stock Exchange are on deposit with S.D. Indeval, S.A. de C.V., Inditucion para € Depdsito de
Valores (“Indeva™), acentral securities depositary owned by Mexican financial intermediaries that acts as a clearing
house, depositary, custodian, settlement, transfer, and registration institution for Mexican Stock Exchange
transactions, eliminating the need for physical transfer of securities.

Asof December 31, 1999, the shares of 190 Mexican companies, excluding mutual funds, were listed on the
Mexican Stock Exchange. According to the Mexican Stock Exchange, during 1999, the ten most actively traded
equity issues represented approximately 50.2% of the total volume of equity issues (other than mutual funds) traded
on the Mexican Stock Exchange, excluding public (primary and secondary) offerings of securities which were effected
on the Mexican Stock Exchangein 1999. Although thereis substantial participation by the public in the trading of
securities on the Mexican Stock Exchange, amajor part of such activity reflects transactions by institutional
investors. Thereisno over-the-counter market for securitiesin Mexico, but trades in securities listed on the Mexican
Stock Exchange can, subject to certain requirements, also be effected off of the Mexican Stock Exchange. However,
due primarily to Mexican taxation of capital gainsrealized in off-exchange transactions, most transactionsin listed
Mexican securities are effected on the Mexican Stock Exchange.

The Mexican Stock Exchange and the CNBYV have started to implement an automated trading system intended
eventually to replace trading on the floor of the Mexican Stock Exchange.

The Mexican Stock Exchange is one of Latin America s largest exchanges by market capitalization, but it remains
relatively small and illiquid compared to major world markets, and is subject to significant volatility. Following the
devaluation of the peso in December 1994, the Mexican Stock Exchange Index declined (in peso terms) by
approximately 36% from December 20, 1994 to February 27, 1995, and on several occasionsin 1995, the Mexican Stock
Exchange Index declined by more than 5% (in peso terms) in one day. During 1997, 1998, and 1999, the Mexican
Stock Exchange Index increased by approximately 55.7%,67.2%, and 80.1% in nominal peso terms, respectively.

Market Regulation and Registration Standards

In 1946, the Comison Nacional de Valores (the National Securities Commission or the “CNV”) was established to
regulate stock market activity. In 1995, the CNV and the Comision Nacional Bancaria (National Banking Commission)
were merged to form the CNBV. The Ley dd Mercado de Valores (the “Mexican Securities Market Law™), which took
effect in 1975, introduced important structural changes to the Mexican financial system, including the organization of
brokerage firms as corporations. The Mexican Securities Market Law sets standards for the registration of brokerage
firmsin the Intermediaries Section of the Registro Nacional de Valores e Intermediarios (the National Registry of
Securities and Intermediaries or “RNVI”). Registration of brokerage firms, which is a prerequisite to becoming a
member of the Mexican Stock Exchange, is granted by the CNBV upon recommendation of the Secretaria de Hacienda
y Crédito Publico (the Ministry of Finance and Public Credit or “Ministry of Finance”). Foreign securitiesfirmsare
not permitted to be registered in the Intermediaries Section of the RNV and, therefore, are not allowed to be members
of the Mexican Stock Exchange. However, as aresult of the North American Free Trade Agreement (“NAFTA”), the
Mexican Securities Market Law was amended to permit the formation of a Mexican subsidiary by foreign financial
institutions, which can be amember of the Mexican Stock Exchange. 1n addition to setting standards for brokerage
firms, the Mexican Securities Market Law empowers the CNBV to regulate the public offering and trading of
securities. The CNBV regulates the Mexican securities market, the Mexican Stock Exchange, and brokerage firms
through a board of governors composed of 13 members appointed by the Ministry of Finance, Banco de México (the
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Mexican central bank), the Comisén Nacional de Segurosy Fianzas (the National Insurance and Surety Commission),
the Comision Nacional de Sstema de Ahorro para d Retiro (the National Commission for the Retirement Savings System),
and the president and vice presidents of the CNBV.

In order to offer securitiesto the public in Mexico, an issuer must meet certain qualitative and quantitative
requirements, and only securities for which alisting application has been approved by the CNBV may be listed on the
Mexican Stock Exchange. This approval does not imply any kind of certification or assurance related to the merits or
the quality of the securities or the solvency of theissuer.

The CNBYV established an intermediate securities market, which is also operated by the Mexican Stock Exchange,
in order to permit less-liquid issuances and issuers with alower capitalization to participate in a public securities
market. In essence, the general rules divide the Securities Section of the RNV into two subsections, Subsection “A”
and Subsection “B”. In addition to trading regularly in the auction process, registration of securitiesin Subsection
“A” enables such securities to be eligible for certain transactions for which only securities classified as“high
liquidity” issues by the Mexican Stock Exchange are eligible (eg., issuance of warrants).

In general, in order to become registered and maintain such registration in Subsection “A” of the RNV, an issuer
isrequired to meet more stringent qualitative and quantitative requirements than for Subsection “B”. For example, in
order to become registered in Subsection “A”, an issuer isgenerally required to have (i) at |east three years of
operating history; (ii) shareholders’ equity of at least Ps. 100,000,000; (iii) profitsfor the last three years of operation
taken asawhole; (iv) apublic float of at least 15% of the capital stock on afully diluted basis; and (v) as aresult of
the offering, at least 200 shareholders, with diversified individual participation with respect to the total amount of the
offering. To maintain itsregistration in Subsection “A”, anissuer isrequired to have (i) shareholders’ equity of at
least Ps. 50,000,000; (ii) apublic float of at least 12% of the capital stock on afully diluted basis; and (iii) at least 100
shareholders, whose individual participation is diversified with respect to the total capitalization of theissuer, in
accordance with the current market price for the securities. The foregoing amounts are updated on ayearly basisto
reflect changesin the NCPI. The CNBV has the power to waive certain of these thresholds under certain
circumstances. The Series L Shares of the Company are registered in Subsection “A.”

The requirements for Subsection “B” are of the same nature, but the quantitative requirements are lower. The
Mexican Stock Exchange carries out an annual review of each Subsection “A” issuer to determineif it continues to
meet the eligibility requirementsfor registration in Subsection “A”. Theregistration of the securitieswill be
reclassified to Subsection “B” if the issuer does not meet the requirements for Subsection “A.” In the event that the
issuer does not meet the requirements to maintain the registration of its securitiesin Subsection “B,” such
registration and the listing thereof on the Mexican Stock Exchange may be canceled by the CNBV. Issuers of listed
securities are required to file unaudited quarterly financial statements and audited annual financial statements aswell
asvarious periodic reports with the CNBV and the Mexican Stock Exchange.

Pursuant to the Mexican Securities Market Law, if shareholders of acompany listed on the Mexican Stock
Exchange effect one or more simultaneous or successive transactions resulting in the transfer of 10% or more, or
affecting a position representing 10% or more, or affecting a position representing 10% or more, of such company’s
capital stock then the CNBV must be notified by such Shareholder within ten days of completion of the last
transaction. The CNBV will notify the Mexican Stock Exchange of such transactions, without specifying the names
of the partiesinvolved. In addition, shareholders effecting transactions outside the Mexican Stock Exchange that
result in the transfer of 10% or more of the outstanding shares of a Mexican company, through simultaneous or
successive transactions, are obligated to inform the CNBV prior to the occurrence of the transaction and thereafter of
the result of such transaction (or that the transaction was not effected), within three days of the last relevant
transaction.



ITEM 6. EXCHANGE CONTROLSAND OTHER LIMITATIONSAFFECTING SECURITY-HOLDERS

Exchange Controls

The Mexican economy has suffered balance of payment deficits and shortagesin foreign exchange reserves.
While the Mexican Government does not currently restrict the ability of Mexican or foreign persons or entitiesto
convert pesos to U.S. dollars, no assurance can be given that the Mexican Government will not institute arestrictive
exchange control policy in the future. Any such restrictive exchange control policy could adversely affect the
Depositary’s ability to convert dividends received in pesosinto U.S. dollars for purposes of making distributionsto
holders of ADSs and payments of its obligations under the Notes, and could also have amaterial adverse effect on
the Company’s business and financial condition.

Asaresult of inflationary pressures, the Argentine currency has been devalued numerous times during the three
decades prior to 1991. During that period, the Argentine economic authorities utilized a variety of foreign currency
exchange systems, including sudden devaluation, mini-deval uation, floating rates, dual markets, multi-tier markets,
and public auctions. Although over long periods the devaluation of the currency has generally correlated with the
rates of inflation, such governmental actions have resulted in significant fluctuationsin the real currency exchange
rate between the Argentine currency and the U.S. dollar over shorter periods. Since April 1, 1991, the Argentine
currency has been freely convertibleinto U.S. dollars under a convertibility plan whereby the Argentine government
isobligated by law to sell U.S. dollars at afixed rate of not more than one Argentine peso per U.S. dollar over shorter
periods. If the Argentine peso were permitted to depreciate against the U.S. dollar, such depreciation may affect the
Company’s ability to meet its U.S. dollar-denominated obligations.

The Argentine Government currently imposes no restrictions on an Argentine company’s right to convert
Argentine pesosinto U.S. dollars. Nevertheless, no assurance can be given that the Argentine government will not
institute a restrictive exchange control policy in the future. Foreign currency exchange restrictions hereafter imposed
by the Argentine Government could prevent or restrict the Company’s accessto U.S. dollars with which to meet its
U.S. dollar obligations under its U.S. dollar-denominated liabilities.

Limitations Affecting Non-M exican Securityholders

Ownership of shares of Mexican enterprises by non-Mexicansisregulated by the 1993 Ley de Invers6n Extranjera
(the “Foreign Investment Law”) and the regulations applicabl e thereto (the “ Regulations”). The Comisién Nacional de
Inversion Extranjera (the “ National Foreign Investment Commission™) is responsible for the administration of the
Foreign Investment Law and the Regul ations.

Asageneral rule, the Foreign Investment Law allows foreign holdings of up to 100% of the capital stock of
Mexican companies, except for those engaged in certain specified restricted industries. The Foreign Investment Law
and Regulations require that M exican shareholders retain the power to determine the administrative control and the
management of corporations in industries where special restrictions on foreign holdings are applicable. Foreign
investment in the Company’s shares is not limited under the Foreign Investment Law and Regulations. However, the
Company’s by-laws provide that Series A Shares shall at all times constitute no less than 51% of the Company’s
voting shares and may only be held by Mexican investors.

Under the Company’s by-laws, holders of SeriesL Shares are entitled to vote only in limited circumstances.
They may elect one of the Company’s sixteen directors and, in certain circumstances where holders of SeriesL
Shares have not voted for the director elected by holders of the majority of such series of shares, they may be
entitled to elect one or more additional directors. Seeltem 10, “Directors and Officers of Registrant.” In addition, (i)
transformation of Coca-Cola FEM SA from one type of company to another (other than changing from avariable
capital to fixed-capital corporation and vice versa), (ii) any merger where Coca-Cola FEM SA is hot the surviving
entity or any merger with an entity whose principal corporate purposes are different from those of the Company or its
subsidiaries, and (iii) cancellation of the registration of the Company’s shares with the RNV or with other foreign
stock exchanges on which its shares may be listed, require a quorum of 82% of the Company’s capital stock
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(including the Series L Shares) and the vote of at |east amajority of the Company’s capital stock voting (and not
abstaining). The affirmative vote of 95% of the Company’s capital stock (including the Series L Shares) and the
approval of the CNBV would be required to amend the controlling shareholders’ obligation under the by-lawsto
make a public offer to repurchase the Company’s shares in the event the registration of the Company’s sharesin the
Securities Section of the RNV is cancelled. Except as described above and in the following paragraph, the holders of
SeriesL Shares have no voting rights. Holders of Series L Shares are not entitled to attend or to address meetings of
shareholders at which they are not entitled to vote.

Under Mexican law, holders of shares of any series are also entitled to vote asaclassin aspecial meeting
governed by the same rules that apply to extraordinary meetings, as described below, on any action that would
prejudice the rights of holders of shares of such series but not rights of holders of shares of other series. In addition,
aholder of shares of the series which might be prejudiced would be entitled to judicial relief against any prejudicial
action taken without the required vote. The determination of whether an action requires a class vote on these
grounds would initially be made by the Board of Directors or the examiners. A negative determination would be
subject to judicial challenge by an affected shareholder, and the necessity for a class vote would ultimately be
determined by aMexican court. There are no other procedures for determining whether a particular proposed
shareholder action requires a class vote, and Mexican law does not provide extensive guidance on the criteriato be
applied in making such a determination.

Holders of ADRs representing ADSs are entitled to instruct the Depositary as to the exercise of the limited
voting rights pertaining to the Series L Shares represented by their ADSs, subject to the terms of the ADS deposit
agreement.

General shareholders’ meetings may be ordinary meetings or extraordinary meetings. General extraordinary
meetings are those called to consider certain matters specified in Article 182 of the Mexican Companies Law and the
by-laws, including, principally, amendments to the by-laws, liquidation, dissolution, merger, transformation from one
type of corporate form to another, change in nationality, change of corporate purpose, issuance of convertible
debentures, and increases and reductions of the fixed portion of the capital. In addition, the Company’s by-laws
reguire an extraordinary general meeting to consider the cancellation of the registration of the Company’s shares with
the RNV or with other foreign stock exchanges on which its shares may be listed. General meetings called to
consider all other matters are ordinary meetings which must be held at least once each year during the four months
following the end of each fiscal year to consider certain matters specified in Article 181 of the Mexican Companies
Law, including the election of directors and examiners, the determination of their compensation, and the approval of
the report of the Board of Directors regarding the performance of the Company and the financial statements of the
Company for the preceding fiscal year. Holders of SeriesL Shares are not entitled to attend or to address meetings of
shareholders at which they are not entitled to vote.

Under Mexican law, holders of 33% of the Company’s outstanding shares of common stock entitled to vote on a
particular item may judicially oppose resolutions adopted at ageneral meeting if the following conditions are met:
(i) such holdersfile acomplaint with aMexican court within 15 days after the adjournment of the meeting at which
such action was taken; (ii) such holders’ complaint details the provisions of the Mexican law or the Company’s by-
lawsthat are violated and the reason for their claim; and (iii) such holders were not represented at the meeting when
the action was taken or, if represented, voted against such action.

Stockholders’ meetings may be called by the Board of Directors, the examiners, and, under certain circumstances,
aMexican court. In addition, an ordinary meeting may be called by any holder of Series A or D Sharesif an ordinary
stockholders’ meeting has not been held within the preceding two fiscal years or if any action required under
Mexican law to be taken at any ordinary stockholders’ meeting is not taken. The Board of Directors or the examiners
may be required to call astockholders’ meeting at the written request of the holders of 33% of the outstanding Series
A or D Sharesor, in the case of ameeting at which holders of SeriesL Shareswould be entitled to vote, at the written
request of the holders of 33% of the outstanding Series L Shares. In the event that such ameeting is not called
within 15 days following the date of such regquest, a Mexican court may requireit to be called. Notices of meetings
and agendas therefor must be published in the Periédico Oficial dd Estado de Nuevo Ledn (the “ Official Gazette of the
State of Nuevo Ledn”), or a newspaper of general circulationin Monterrey, Nuevo Ledn, Mexico, at least 15 days
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prior to the date set for the meeting. To attend a meeting, stockholders must deposit their shares with the Company
or with an institution for the deposit of securities prior to the meeting asindicated in the notice. If entitled to attend a
meeting, a stockholder may be represented by an attorney-in-fact.

Forfeiture of Shares. Asrequired by Mexican law, the by-laws of the Company provide that non-Mexican
shareholders of the Company formally agree with the Secretaria de Relaciones Exteriores (the “ Ministry of Foreign
Affairs’) to: (i) be considered as Mexicans with respect to the shares of the Company that they acquire or hold as
well asto the property, rights, concessions, participation or interest owned by the Company or to the rights and
obligations derived from any agreements the Company has with the Mexican Government and (ii) notinvoke the
protection of their own governmentsin matters relating to their ownership of the Company’s shares. Failureto
comply with these provisionsis subject to apenalty of forfeiture of such shareholders’ capital interestsin favor of
the Mexican Government. Inthe opinion of Lic. Carlos Aldrete Ancira, General Counsel of the Company, a
non-Mexican shareholder is not deemed to have waived under this provision any other rightsit may have, including
any rights under the United States securities laws, with respect to itsinvestment in the Company.

Conflict of Interest. A shareholder voting on a business transaction in which its interests conflict with that of the
Company may be liable for damagesif the transaction would not have been approved without the shareholder's vote.

Appraisal Rights. Whenever the shareholders approve a change of corporate purposes, change of nationality of the
Company, or transformation from one form of company to another, a shareholder entitled to vote who has voted
against the change may withdraw from the Company and receive the amount attributabl e to its shares under Mexican
law, provided that the shareholder exercisesits rights within 15 days following the adjournment of the meeting at
which the change was approved. Because holders of Series L Shares are not entitled to vote on certain of these
changes, such withdrawal rights are available to holders of Series L Sharesin fewer cases than to holders of other
series of the Company’s capital stock.

ITEM 7. TAXATION

The following summary contains a description of certain U.S. federal income and Mexican federal tax
consequences of the purchase, ownership and disposition of the Notes, Series L Shares or ADSs by aholder thatisa
citizen or resident of the United States, aU.S. domestic corporation or a person or entity that otherwise will be
subject to U.S. federal income tax on anet income basis in respect of the Notes, Series L Sharesor ADSs (a“U.S.
holder”), but it does not purport to be adescription of all of the possible tax considerations that may berelevant to a
decision to purchase the Notes, Series L Shares or ADSs. In particular, this discussion does not address all Mexican
or U.S. federal income tax considerations that may be relevant to a particular investor, nor doesit address the special
tax rules applicable to certain categories of investors, such as banks, dealers, traders who elect to mark to market, tax-
exempt entities, insurance companies, investors who hold the Notes, Series L Shares or ADSs as part of a hedge,
straddle, conversion or integrated transaction or investors who have a“functional currency” other than the U.S.
dollar. This summary deals only with U.S. holders that will hold the Notes, Series L Shares or ADSs as capital assets,
but does not address the tax treatment of aU.S. holder that owns or istreated as owning 10% or more of the voting
shares (including Series L Shares) of the Company. Nor doesit address the situation of holders of Noteswho did not
acquire the Notes as part of the initial distribution.

Thissummary is based upon tax laws of the United States and Mexico asin effect on the date of this Form 20-F,
including the provisions of the income tax treaty between the United States and Mexico (the “Tax Treaty”), which are
subject to change. The summary does not address any tax consequences under the laws of any state or locality of
Mexico or the United States or the laws of any taxing jurisdiction other than the federal laws of Mexico and the
United States. Holders of the Notes, Series L Shares or ADSs should consult their tax advisersastothe U.S,,
Mexican or other tax consequences of the purchase, ownership and disposition of Notes, SeriesL Shares or ADSs,
including, in particular, the effect of any foreign, state or local tax laws.



Mexican Taxation

For purposes of this summary, the term “non-resident holder” means a holder that is not aresident of Mexico and
that does not hold the Notes, SeriesL Shares, or ADSsin connection with the conduct of atrade or business
through a permanent establishment or fixed base in Mexico. For purposes of Mexican taxation, an individual isa
resident of Mexico if he or she has established his or her home in Mexico, unless he or she has resided in another
country for more than 183 days (whether consecutive or not) during a calendar year, and can demonstrate that he or
she has become aresident of that country for tax purposes. A legal entity isaresident of Mexico either if itis
organized under the laws of Mexico or if it hasits principal place of business or its place of effective management in
Mexico. A Mexican citizen is presumed to be aresident of Mexico unless such a person can demonstrate that the
contrary istrue. If alegal entity or anindividual is deemed to have a permanent establishment or afixed basein
Mexico for tax purposes, all income attributable to such a permanent establishment will be subject to Mexican taxes,
in accordance with applicable tax laws.

Tax Considerations Relating to the Notes

Taxation of Interest and Principal in Respect of the Notes. Under Mexican income tax law, payments of interest by
aMexican issuer in respect of its notes (including payments of principal in excess of the issue price of such notes,
which, under Mexican law, are deemed to be interest) to a non-resident holder will generally be subject to aMexican
withholding tax assessed at arate of 10% if the relevant notes are registered with the Special Section of the National
Registry of Securities and Intermediaries maintained by the National Banking and Securities Commission and the
Notes are placed outside of Mexico through banks or brokerage houses.

Pursuant to Mexican income tax law, until June 30, 2000, payments made by the Company in respect of the Notes
to anon-resident holder are subject to withholding at a reduced Mexican withholding tax rate of 4.9% (the “ Reduced
Rate”) so long as (i) the effective beneficiary isaresident of acountry which has entered into atreaty to avoid
double taxation with Mexico; (ii) the requirements for the application of alower rate established in the applicable
treaty are satisfied; and (iii) the Notes are registered with the Special Section of the Registry.

Pursuant to general tax rules (the “ Reduced Rate Regulations”) issued by the Ministry of Finance, payments of
interest made by the Company to non-resident holders with respect to the Notes will be subject to withholding taxes
imposed at the Reduced Rate until March 5, 2001, regardless of the place or residence or tax regime applicable to the
non-resident holder recipient of such interest, if (i) the Notes are registered with the Special Section of the Registry
and the Notes are placed outside of Mexico through banksin brokerage houses, (ii) the Company timely filed with the
Ministry of Finance certain information relating to the issuance of the Notes and the offering circular pursuant to
which the Notes were originally issued after completion of the transactions contemplated thereby, (iii) the Company
timely fileswith the Ministry of Finance, after the date of each interest payment under the Notes, information
representing that no party related to the Company (defined under the Reduced Rate Regulations as parties that are (x)
shareholders of the Company that own, directly or indirectly, individually or collectively, with related persons (within
the meaning of the Reduced Rate Regulations) more than ten percent (10%) of the voting stock of the Company or (y)
corporations more than twenty percent (20%) of the stock of which isowned, directly or indirectly, individually or
collectively, with related persons of the Company), directly or indirectly, isthe effective beneficiary of five percent
(5%) or more of the aggregate amount of each such interest payment, and (iv) the Company maintains records which
evidence compliance with (i), (ii) and (iii) above. The Company has complied with the foregoing conditions of the
Reduced Rate Regulations to date, and expectsthat it will continue to do so. The Reduced Rate Regulations are
promulgated on an annual basis, and no assurances may be given that the Reduced Rate Regulations described
above for the application of the Reduced Rate will be extended beyond March 5, 2001.

Apart from the Reduced Rate Regulations, other provisions reducing the rate of Mexican withholding taxes may
also apply. Under the Tax Treaty, the rate would be 4.9% for certain holdersthat are residents of the United States
(within the meaning of the Tax Treaty).

Payments of interest made by the Company with respect to the Notes to non-Mexican pension or retirement
funds will be exempt from Mexican withholding taxes, provided that any such fund (i) is duly incorporated pursuant
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to the laws of its country of origin and isthe effective beneficiary of the interest accrued, (ii) is exempt from income
tax in such country, (iii) isregistered with the Ministry of Finance for that purpose, and (iv) thereis reciprocity in
similar circumstances for Mexican pension or retirement funds in such country.

The Company has agreed, subject to specified exceptions, to pay additional amounts (“ Additional Amounts™) to
the holders of the Notes in respect of the Mexican withholding taxes mentioned above. If the Company pays
Additional Amountsin respect of such Mexican withholding taxes, any refunds received with respect to such
Additional Amounts will be for the account of the Company.

Holders or beneficial owners of Notes may be requested by the Company to provide certain information or
documentation required by applicable law to facilitate the determination of the appropriate withholding tax rate
applicable to such holders or beneficial owners. In the event that the specified information or documentation
concerning the holder or beneficial owner, if requested, is not provided on atimely basis, the obligation of the
Company to pay Additional Amounts may be limited.

Under existing Mexican law and regulations, a non-resident holder will not be subject to any Mexican taxesin
respect of payments of principal made by the Company with respect to the Notes.

Taxation of Dispositions of Notes. Capital gains resulting from the sale or other disposition of the Notes by a non-
resident holder will not be subject to Mexican income or other taxes.

Tax Considerations Relating to the Series L Shares and the ADSs

Taxation of Dividends. Effective January 1, 1999, dividends paid with respect to the Series L Shares represented by
ADSs or the Series L Sharesto non-resident holderswill be subject to Mexican withholding at arate of approximately
7.7% (i.e. 5% of the dividend amount, grossed-up by the Mexican corporate tax on the dividend earnings).

Taxation of Dispositions of ADSsor SeriesL Shares. Gainsfrom the sale of SeriesL Sharesor ADSscarried out by
non-residents of Mexico through the Mexican Stock Exchange or another securities market or exchange approved by
the Mexican Ministry of Finance and Public Credit generally will be exempt from Mexican tax. Gainsonthe sale or
other disposition of Series L Sharesor ADSsmade in other circumstances generally would be subject to Mexican tax,
regardless of the nationality or residence of the transferor. However, under the Tax Treaty, aholder that is eligible to
claim the benefits of the Tax Treaty will be exempt from Mexican tax on gains realized on a sale or other disposition of
Series L Sharesor ADSsin atransaction that is not carried out through the Mexican Stock Exchange or other
approved securities markets, so long as the holder did not own, directly or indirectly, 25% or more of the total capital
stock of the Company (including Series L Shares represented by ADSs) within the 12-month period preceding such
sale or other disposition. Deposits of SeriesL Sharesin exchange for ADSs and withdrawals of SeriesL Sharesin
exchange for ADSswill not give riseto Mexican tax.

Other Mexican Taxes

There are no Mexican inheritance, gift, succession or value added taxes applicable to the ownership, transfer,
exchange or disposition of the Notes, ADSs or the Series L Shares, although gratuitous transfers of Series L Shares
may in certain circumstances cause a Mexican federal tax to be imposed upon the recipient. There are no Mexican
stamp, issue, registration or similar taxes or duties payable by holders of the Notes, ADSs or SeriesL Shares.
United States Taxation
Tax Considerations Relating to the Notes
Taxation of I nterest and Additional Amountsin Respect of the Notes. A U.S. holder will treat the gross amount of

interest and Additional Amounts (i.e, without reduction for Mexican withholding taxes) as ordinary interest income
in respect of the Notes. Mexican withholding taxes paid at the appropriate rate applicable to the U.S. holder will be



treated as foreign income taxes eligible for credit against such U.S. holder’ s United States federal income tax liability,
subject to generally applicable limitations and conditions, or, at the election of such U.S. holder, for deduction in
computing such U.S. holder’staxableincome. Interest and Additional Amounts constitute income from sources
without the United States for foreign tax credit purposes. During any period where the Special Rateisin effect, as
well as when the applicable Treaty Rate is 4.9%, such income generally will constitute “ passive income” or, in the
case of certain U.S. holders, “financial servicesincome.” If the Mexican withholding tax rate applicabletoaU.S.
holder is 5% or more, however, such income generally will constitute “ high withholding tax interest.”

The calculation of foreign tax credits and, in the case of aU.S. holder that elects to deduct foreign taxes, the
availability of deductions, involves the application of rulesthat depend on aU.S. holder’s particular circumstances.
U.S. holders should consult their own tax advisors regarding the availability of foreign tax credits and the treatment
of Additional Amounts.

Foreign tax creditswill not be allowed for withhol ding taxes imposed in respect of certain short-term or hedged
positionsin securities or in respect of arrangementsin which aU.S. holder’ s expected economic profit, after non-U.S.
taxes, isinsubstantial. U.S. holders should consult their own advisers concerning the implications of theserulesin
light of their particular circumstances.

A holder or beneficial owner of Notesthat is, with respect to the United States, aforeign corporation or a
nonresident alien individual (a“Non-U.S. Holder”) generally will not be subject to United States federal income or
withholding tax on interest income or Additional Amounts earned in respect of Notes, unless such incomeis
effectively connected with the conduct by the Non-U.S. Holder of atrade or businessin the United States.

Taxation of Dispositions of Notes. A gain or lossrealized by aU.S. holder on the sale, exchange, redemption or
other disposition of Notes generally will be along-term capital gain or lossif, at the time of the disposition, the Notes
have been held for more than one year. A long-term capital gain realized by aU.S. holder that isan individual
generaly is subject to amaximum tax rate of 20 percent.

Tax Considerations Relating to the Series L Shares and the ADSs

In general, for U.S. federal income tax purposes, holders of ADSswill be treated as the owners of the Series L
Shares represented by those ADSs.

Taxation of Dividends The gross amount of any dividends (before reduction for Mexican withholding tax) paid with
respect to the Series L Shares represented by ADSs or the Series L Shares generally will be included in the gross
income of aU.S. holder as ordinary income on the day on which the dividends are received by the U.S. holder, inthe
case of the Series L Shares, or by the Depositary, in the case of the Series L Shares represented by ADSs, and will

not be eligible for the dividends received deduction allowed to corporations under the Internal Revenue Code of
1986, as amended. Dividends, which will be paid in pesos, will beincludiblein theincome of aU.S. holderinaU.S.
dollar amount calculated, in general, by reference to the exchange rate in effect on the day they are received by the
U.S. holder, in the case of the Series L Shares, or by the Depositary, in the case of the Series L Shares represented by
the ADSs. U.S. holders should consult their tax advisors regarding the treatment of the foreign currency gain or 10ss,
if any, on any pesos received that are converted into U.S. dollars on a date subsequent to the date of receipt.
Dividends generally will constitute foreign source “passive income” or, in the case of certain U.S. holders, “financial
servicesincome” for U.S. foreign tax credit purposes.

Mexican tax withheld from dividend distributions will be treated as aforeign income tax that, subject to generally
applicable limitations under U.S. tax law, is eligible for credit against aU.S. holder’ sfederal income tax liability or, at
the U.S. holder’s el ection, may be deducted in computing taxable income.

Foreign tax creditswill not be allowed for withhol ding taxes imposed in respect of certain short-term or hedged
positionsin securities or in respect of arrangementsin which aU.S. holder’ s expected economic profit, after non-U.S.
taxes, isinsubstantial. U.S. holders should consult their own advisers concerning the implications of theserulesin
light of their particular circumstances.
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Distributions to holders of additional Series L Shares with respect to their ADSs that are made as part of apro
rata distribution to all shareholders of the Company generally will not be subject to U.S. federal income tax.

A holder of Series L Shares or ADSsthat is, with respect to the United States, aforeign corporation or Non-U.S.
holder generally will not be subject to U.S. federal income or withholding tax on dividends received on Series L
Shares or ADSs, unless such incomeis effectively connected with the conduct by the Non-U.S. holder of atrade or
businessin the United States.

Taxation of Capital Gains. A gain or lossrealized by aU.S. holder on the sale or other disposition of ADSs or
Series L Shares will be subject to U.S. federal income taxation as capital gain or lossin an amount equal to the
difference between the amount realized on the disposition and such U.S. holder' stax basisin the ADSs or the Series
L Shares. Any such gain or losswill be along-term capital gain or lossif the ADSs or SeriesL Shareswere held for
more than one year on the date of such sale. A long-term capital gain realized by aU.S. holder that isan individual
generally is subject to amaximum tax rate of 20 percent. Deposits and withdrawals of SeriesL Sharesby U.S. holders
in exchange for ADSswill not result in the realization of gain or lossfor U.S. federal income tax purposes.

A Non-U.S. holder of SeriesL Sharesor ADSswill not be subject to U.S. federal income or withholding tax on
any gain realized on the sale of SeriesL Sharesor ADSs, unless (i) such gain is effectively connected with the
conduct by the Non-U.S. Holder of atrade or business in the United States, or (ii) in the case of gain realized by an
individual Non-U.S. Holder, the Non-U.S. Holder is present in the United States for 183 days or morein the taxable
year of the sale and certain other conditions are met.

United States Backup Withholding and Infor mation Reporting

A U.S. holder of ADSs may, under certain circumstances, be subject to “backup withholding” at the rate of 31%
with respect to certain paymentsto such U.S. holder, such as dividends paid by the Company or the proceeds of a
sale or disposition of ADSs, unless such holder (i) is a corporation or comes within certain exempt categories, and
demonstrates this fact when so required, or (ii) provides a correct taxpayer identification number, certifiesthat itis
not subject to backup withholding and otherwise complies with applicable requirements of the backup withholding
rules. Any amount withheld under these rules will be creditable against the holder’s U.S. federal income tax liability.
While Non-U.S. holders generally are exempt from backup withholding, a Non-U.S. holder may, in certain
circumstances, be required to comply with certain information and identification proceduresin order to prove this
exemption.

ITEM 8. SELECTED FINANCIAL AND OPERATING DATA
Selected Financial Data

The following table presents selected financial information of the Company and its subsidiaries for each of the
periodsindicated. Thisinformation should be read in conjunction with, andis qualified inits entirety by referenceto,
the Consolidated Financial Statements, including the Notes thereto. The Consolidated Financial Statements are
prepared in accordance with Mexican GAAP, which differ in certain significant respects from U.S. GAAP. Notes 21
and 22 to the Consolidated Financial Statements provide a description of the principal differences between Mexican
GAAP and U.S. GAAP, asthey relate to Coca-Cola FEM SA, and reconciliation to U.S. GAAP of majority net income
and majority stockholders’ equity.

Thefinancial statements at and for the years ended December 31, 1999, 1998, and 1997 of Coca-Cola FEMSA
Buenos Aires were prepared in accordance with the Company’s policies and generally accepted accounting
principlesin Argentina, which are similar to Mexican GAAP (except with respect to comprehensive inflation
accounting, which was discontinued in Argentina as of August 1995 due to the low rates of inflation prevailing in
Argentina). That subsidiary maintainsits booksin Argentine pesos. In order to consolidate financial information for
that subsidiary for a particular period with other financial information of the Company, the Company translates the
subsidiary’s information using the product of the U.S. dollar/Argentine peso exchange rate and the peso/U.S. dollar
exchangerate, in each case asin effect at the end of such period. The Company restated the subsidiary’s financial
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information for prior periods by applying the AWPI, but began restating the information in December 1998 by
applying the ACPI. The Company then translates such restated information as described above, using the exchange
rate in effect at the end of the most recent completed period for which financial results are being reported. For
purposes of this Form 20-F, all amounts recorded in Argentine pesos are translated into pesos using the product of a
U.S. dollar/Peso exchange rate of $1.00 = Ps. 9.495 and a U.S. dollar/Argentine peso exchange rate of $1.00=A$1.00 for
December 31, 1999, which resultsin aconversion rate of Ps. 9.495 to A$1.00.

Included elsewhere in this Form 20-F are the Company’s Consolidated Financial Statements. The Consolidated
Financial Statementswere prepared giving effect to Bulletin B-10, “Recognition of the Effects of Inflation on Financial
Information,” and Bulletin B-12, “ Statement of Changesin Financial Position,” issued by the Mexican Institute of
Public Accountants. Generally, Bulletin B-10 is designed to provide for the recognition of certain effects of inflation
by requiring Coca-Cola FEM SA to restate non-monetary liabilities using the NCPI, to restate the components of
stockholders’ equity using the NCPI, and to record gains or losses in purchasing power from holding monetary
liabilities or assets. Through December 31, 1996, Bulletin B-10 further required that non-monetary assets be restated
at replacement cost or using the NCPI; for purposes of the Consolidated Financial Statements, non-monetary assets
have been restated at replacement cost. On January 1, 1997, the Fifth Amendment to Bulletin B-10 went into effect,
which establishes an option to restate fixed assets by: (i) applying the NCPI; or (ii) for domestic fixed assets applying
the NCPI, and for imported equipment, applying the inflation rate of the country of origin, then translated at the year-
end exchange rate. The second option was adopted by the Company. Bulletin B-10 requires restatement of all
financial statements to constant pesos as of the date of the most recent balance sheet presented. Bulletin B-12
requires that the statement of changesin financial position reconcile changes from the restated historical balance
sheet to the current balance sheet. Accordingly, all datain the Consolidated Financial Statements, and the selected
financial information derived therefrom set forth below, have been stated or restated in constant pesos of December
31, 1999. The effect of inflation accounting under Mexican GAAP has not been reversed in the reconciliation to U.S.
GAAP. SeeNotes 21 and 22 to the Consolidated Financial Statements.

Thefinal transfers of assets and bottling rights contemplated pursuant to the SIRSA Transactions were
completed on February 1, 1996. Certain effects of the SIRSA Transactions, which were substantially consummated
prior to the end of 1995, are reflected in the Company’s financial statements for the year ended December 31, 1995.
See Note 1 to the Consolidated Financial Statements.

The selected financial information contained herein is presented on a consolidated basis, and is not necessarily
indicative of the financial position or results of operations of the Company at or for any future date or period.



At or for the Year ended December 31, W

1999 1999 1998 1997 1996 1995

(millions of U.S. dollars or constant Mexican pesos at December 31,1999)
Income Statement Data:

Mexican GAAP

Total revenues $ 14963 Ps 142074 Ps 135900 Ps 11,8940 Ps 10,7842 Ps 10,2180
Cost of sales 790.2 7,503.3 7,520.0 6,486.4 6,110.7 5,826.7
Gross profit 706.1 6,704.1 6,070.0 5,407.6 4,673.5 4,391.3
Operating expenses 477.2 4,530.6 4,152.5 3,729.6 3,609.8 3,538.9
Goodwill amortization 12.4 117.7 125.3 101.0 954 494
Fixed asset adjustment - - 51.1 - - -
Income from operations 216.5 2,055.8 1,741.1 1,577.0 968.3 803.0
Net income 102.9 976.7 693.2 914.0 779.1 626.2
Majority income 102.9 976.7 693.2 883.6 747.8 574.7
U.S. GAAP

Total revenues $ 14963 Ps 142074 Ps 143027 Ps 124099 Ps 118825 Ps 12,1202
Income from operations® 204.0 1,937.4 1,688.6 1,531.2 899.3 594.0
Net income 97.4 924.5 515.6 864.7 804.2 5125
Majority income 97.4 924.5 515.6 829.7 762.8 434.2

Balance Sheet Data:

Mexican GAAP:

Total assets $ 1,1750 Ps 11,1562 Ps 114390 Ps 10,8421 Ps 10,2980 Ps  9,297.2
Long-term debt 302.8 2,875.4 3,386.4 3,335.8 3,950.3 3,845.7
Majority stockholders' equity 624.4 5,928.2 5,235.5 4,842.9 4,289.7 3,839.6
Total stockholders' equity 624.4 5,928.2 5,235.5 4,842.9 4,769.7 4,190.5
U.S. GAAP

Total assets $ 12043 Ps 114347 Ps 12,1046 Ps 11,3687 Ps 11,1528 Ps 10,768.0
Long-term debt 302.8 2,875.4 3,392.9 3,345.6 3,984.5 3,892.1
Majority stockholders equity 527.0 5,004.1 4,616.7 4,333.6 3,898.5 3,845.5
Total stockholders' equity 527.0 5,004.1 4,616.7 4,333.6 4,384.0 4,400.0

@ The gain on monetary position, resulting from the liabilities incurred in connection with the acquisition of Coca-Cola FEMSA
Buenos Aires, was computed using the inflation rate of Argentina because the liability was considered to be an integral part of the
investment in such subsidiary. In addition, the foreign exchange loss generated by the liability was recorded directly in
stockholders equity. See Note 4 to the Consolidated Financial Statements.

@ The Company includes employee profit sharing as part of income from operations for purposes of U.S. GAAP.



Exchange Rates
Thefollowing table sets forth, for the periods indicated, the period-end, average, high and low, Noon Buying

Rate, expressed in pesos per U.S. dollar. The rates have not been restated in constant currency units. All amounts
are stated in pesos.

Exchange Rate

High L ow Average® Year End
1905, 8.14 5.00 6.42 7.74
T996.......cceeeeece e 8.05 7.33 7.63 7.88
1997 ... 8.05 7.74 7.92 7.96
TO08......c e 10.63 8.04 9.15 9.90
1999.....c e 10.60 9.24 9.56 9.48
First Quarter 2000 (January 1 — March 9.64 9.18 9.43 9.29

31)

@ Average of end of month rates.

Unless otherwise indicated, U.S. dollar amounts have been translated from pesos at arate of $1.00 to Ps. 9.495,
the U.S. dollar/Mexican peso exchange rate at which the Company was able to purchase U.S. dollars at December 31,
1999.

Since November 1991, Mexico has had afree foreign exchange market. Prior to December 21, 1994, Banco de
M éxico maintained the peso/U.S. dollar exchange rate within arange prescribed by the Mexican Government through
intervention in the foreign exchange market. Within the band, Banco de México generally intervened to reduce day-
to-day fluctuations in the exchange rate. In December 1994, the M exican Government suspended intervention by
Banco de México and allowed the peso to float freely against the U.S. dollar. Factors contributing to this decision
included the size of Mexico's current account deficit, the level of Banco de México's foreign exchange reserves,
rising interest rates for other currencies (especially the U.S. dollar), and reduced confidence in the Mexican economy
on the part of international investors. The peso declined sharply in December 1994 and continued to fall under
conditions of high volatility in 1995. In 1996, the peso depreciated more slowly and was less volatile.

Relative stability characterized the foreign exchange markets during the first three quarters of 1997. Thefall of
the Hang Seng Index of the Hong Kong Stock Exchange on October 24, 1997 marked the beginning of a period of
increased volatility in the foreign exchange markets with the peso falling over 10% in just afew days. During 1998,
the foreign exchange markets experienced volatility as aresult of the financial crisesin Asiaand Russiaand the
financial turmoil in countries such as Brazil and Venezuela.

During 1999, the peso strengthened through the year largely due to the supporting factors of: (i) astrong U.S.
economy demanding Mexican exports and (ii) increased confidence of international investors resulting in a strong
increasein foreign investment in Mexico. Despite the recent improvementsin Mexico' s macroeconomic performance,
the Company can make no assurances that the Mexican Government will maintain its current policies with regard to
the peso or that the peso will not further depreciate or appreciate significantly in the future.

The Company pays any cash dividends in pesos; as aresult, exchange rate fluctuations will affect the U.S. dollar
amounts received by holders of ADSs on conversion by the Depositary of cash dividends on the shares represented
by such ADSs. Fluctuationsin the exchange rate between the peso and the U.S. dollar have affected the U.S. dollar
equivalent of the peso price of the Company’s shares on the Mexican Stock Exchange and, consequently, have also
affected the market price of the ADSs.



Dividends and Dividend Policy

Thetable below sets forth the nominal amount of dividends paid per share each year in pesos and translated into
U.S. dollars at the indicated exchange rates on each of the respective payment dates. On January 9, 1998, athree-for-
one stock split of the Company’s common stock was effected. Accordingly, al historical weighted average share and
per share amounts have been restated to reflect the stock split.

Y ear Pesos per Share (nominal) U.S. dollars per Share
1995 0021 0.003
1996 0031 0.004
1997 0070 0.009
1998 0096 0.011
1999 0123 0.013

On March 7, 2000, the holders of Series A Shares and Series D Shares approved a cash dividend of Ps. 0.1533 per
share for 1999 earnings payable to holders of Series A Shares, Series D Shares and Series L Shares. Such dividend
will be paid on June 28, 2000.

The declaration, amount, and payment of dividends are subject to approval by holders of all series of the
Company’s stock voting as asingle class, excluding the Series L Shares, generally upon the recommendation of the
Board of Directors, and will depend upon Coca-Cola FEMSA’s operating results, financial condition, capital
requirements, general business conditions and the requirements of Mexican law. Accordingly, the Company’s
historical dividend payments are not necessarily indicative of the Company’s future dividends.



ITEM 9. MANAGEMENT’SDISCUSSION AND ANALY SISOF FINANCIAL CONDITION AND
RESULTSOF OPERATIONS

General

The following discussion should be read in conjunction with the Consolidated Financial Statements and the
Notes thereto included in this Form 20-F. The Consolidated Financial Statements have been prepared in accordance
with Mexican GAAP, which differ in certain significant respects from U.S. GAAP. Notes 21 and 22 to the
Consolidated Financial Statements provide a description of the principal differences between Mexican GAAP and
U.S. GAAP asthey relate to Coca-Cola FEM SA and areconciliation to U.S. GAAP of majority net income and
majority stockholders’ equity.

Included elsewhere in this Form 20-F are the Company’s Consolidated Financial Statements. The Consolidated
Financial Statementswere prepared giving effect to Bulletin B-10, “Recognition of the Effects of Inflation on Financial
Information,” and Bulletin B-12, “ Statement of Changesin Financial Position,” issued by the Mexican Institute of
Public Accountants. The effect of inflation accounting under Mexican GAAP has not been reversed in the
reconciliation to U.S. GAAP. See Notes 21 and 22 to the Consolidated Financial Statements. See Item 8, “ Selected
Financial and Operating Data—Selected Financial Data.”

In the following discussion, certain references are also made to nominal price changes. Nominal prices refer to
the actual stated price charged for aproduct at a particular point in time and, therefore, nominal prices are not
restated to adjust for inflation. Real price increases, which eliminate the effects of inflation, are lower than nominal
priceincreases. Unless otherwise specified, all growth rates in the following discussion are stated in real terms.

Presentation Trends

In recent years the packaging trend in the soft drink industry has moved toward non-returnable presentations.
In total, non-returnable presentations (including cans but excluding post-mix containers) represented 53.8% of the
Company’stotal soft drink salesin the Mexican Territoriesin 1999, compared to 47.3% in 1998. Inthe Buenos Aires
Territory, 83.8% of the Company’s total soft drink salesin 1999 were in non-returnable presentations, compared to
83.2%in 1998. The Company believesthat the trend toward non-returnable presentations has stabilized and that the
non-returnabl e/returnable package mix will remain at its current level.

In 1999, the most popular presentation in the Mexican Territories was the 2-liter PET returnabl e bottle package; in
the Buenos Aires Territory, it wasthe 2.25-liter non-returnable PET package. The Company’stotal salesvolume has
increased as it has altered its presentations to respond to the general shift in consumer preferences in favor of PET
presentations. However, the higher raw material costs for non-returnable presentations negatively affected the
Company’sgross margins. Seeltem 1, “Description of Business—Sales.” However, the Company hasincreased
prices of non-returnable presentations relatively more than those of returnable presentations, thereby |essening the
effect of the higher costs.

Economic Conditionsin Mexico and Argentina

Mexico. Beginning in December 1994 and continuing into 1996, Mexico experienced an economic crisis characterized
by exchange rate instability and devaluation, increased inflation, high domestic interest rates, negative or slow
economic growth, reduced consumer purchasing power, and high unemployment. The economic crisis resulted in
part from a series of internal disruptions and political events. In response to the economic crisis, the administration
of President Ernesto Zedillo announced several emergency economic recovery and stabilization plans and accords
among the government, business, and |abor.

Economic conditionsin Mexico generally improved in 1997, 1998, and 1999 with gross domestic product

increasing by 6.8%, 4.8% and 3.7%, respectively, in each case as compared to the prior year. Interest rates on 28-day
Certificados de Tesoreria (“ Cetes” ), the benchmark interest rate of the Mexican Government’s short-term paper, were
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31.3%, 19.8%, 24.8%, and 21.6% in 1996, 1997, 1998 and 1999, respectively. Inflation during 1996, 1997, 1998, and 1999
was 27.7%, 15.7%, 18.6%, and 12.6%, respectively.

In 1999, the peso appreciated against the U.S. dollar, reaching Ps. 9.495 per U.S. dollar at December 31, 1999, a
3.9% increasein value relative to the dollar value of the peso at December 31, 1998. During the first quarter of 2000,
the peso continued to appreciate to Ps. 9.29 per U.S. dollar, where it stood on March 31, 2000, although on June 23,
2000, the Noon Buying Rate was Ps. 9.975t0 $1.00. Seeltem 8, “ Selected Financial and Operating Data—Exchange
Rates.”

Parties opposed to the ruling Institutional Revolutionary Party (“PRI™) control the lower house of the Mexican
Congress and the mayoralty of Mexico City. Theterm of President Zedillo, amember of the PRI, will end in December
2000. Presidential electionsfor his successor will be held on July 2, 2000, andthat transition in political power,
including the election of a non-PRI candidate, could result in changesin Mexico’s economic policies, which could
have amaterial effect on the Company’s business, financial condition and results of operations.

A reversal of the recent general improvementsin Mexico's economic conditions, as well asperiodic civil unrest
(which Mexico may continue to experience despite the general improvement in its economic conditions), or other
adverse social, political or economic developmentsin or affecting Mexico, could adversely affect the Company’s
business, results of operations, financial condition, ability to obtain financing and prospects.

Argentina. A substantial part of the Company’s operations and properties are located in Argentina. For several
decades, Argentina experienced periods of high inflation, slow or negative growth, declining investment rates,
significant devaluation of the Argentine currency, and impositions of exchange controls. During the 1980’s, the
limited availability of foreign exchange required the Argentine Government and all Argentine public sector entities to
restructure portions of their foreign currency-denominated indebtedness to commercial banks.

In March 1991, after the implementation of various plans designed to reduce inflationary pressures which were
only partialy or temporarily successful, the Argentine government introduced atax reform and expenditure reduction
program aimed at reducing inflation and restructuring the economy (the “ Convertibility Plan”), and adopted the
Convertibility Law which became effective April 1, 1991. Seeltem 8, “ Selected Financial and Operating Data—
Exchange Rates.” Sincethe adoption of the Convertibility Plan, the annual rate of inflation measured by the ACPI
has declined from 84.0% in 1991 to a deflation rate of 1. 5% in 1999. In addition, after declining or remaining stagnant
through most of the 1980s, real GDP in Argentinarose by 10.3%, 6.3% and 8.5%, and industrial production grew by
7.5%, 4.2% and 5.2% in 1992, 1993 and 1994, respectively.

The Argentine economy experienced a banking and credit crisisin 1995, but recovered in 1996 with industrial
production and real GDP growing 4.3% and 4.8%, respectively. During 1997 and 1998, GDP rose an estimated 8.4%,
4.2%, and then decreased an estimated 3.4% in 1999, due, in part, to an economic crisisin Brazil. See*--
Developments in Other Emerging Market Countries,” below. Asof March 31, 2000, the ACPI decreased by 1.05%
from thelevel recorded on March 31, 1999. The national unemployment level stood at 14.5% in May 1999 andfell to
13.8% as of October 1999.

Although the Convertibility Plan has reduced the level of inflation for an extended period of time, no assurance
can be given that such policies will actually be maintained, or that the stability achieved in recent yearswill continue.
There can be no assurance that future economic developmentsin Argentina, over which the Company has no
control, will not impair the Company’s business, financial condition, or results of operations, and adversely affect the
value of the Company’s securities.

Developmentsin Other Emerging Market Countries. The Mexican and Argentine financial and securities markets
are, to varying degrees, influenced by economic and market conditionsin other emerging market countries. Although
economic conditions differ in each country, investor reactions to developments in one country have had in the past,
and can have in the future, significant effects on the securities of issuersin other countries, including Mexico and
Argentina. There can be no assurance that the Mexican and Argentine financial and securities markets will not
continue to be adversely affected by events elsewhere, especially in other emerging markets. Mexico and Argentina
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could be adversely affected by decreasesin investor confidence, as well as by adownturnin any of the economies of
the principal countriesin the Latin American region.

For example, on January 13, 1999, the Brazilian government announced awidening of the Brazilian real trading
band, effecting ade facto 9.0% devaluation of its currency. Thisdevaluation was followed by increased volatility in
stock market pricesin the Buenos Aires Stock Exchange and in the spread over U.S. Treasuries at which Argentine
Government securities trade in the secondary market as investors feared that such a devaluation may have a material
adverse impact on Argentina’ s trade balance, economy and commitment to the Convertibility Plan. On January 15,
1999, Brazil effectively devalued the real by allowing it to float freely on the exchange markets. Thereal quickly
began losing value, and as of March 17, 1999, it had lost 35% of its pre-devaluation value. There can be no
assurance that such events and their near and long-term consequences will not adversely affect the business of the
Company in Argentina and the value of its securities.

Effect of Mexican and Argentine Macroeconomic Factorson the Company. In the past, the economic situationin
both Mexico and Argentina affected consumption of soft drinks in those markets particularly during the period
between 1994 and 1996. Asaresult, despite growing populations in the Company’s territories and the Company’s
efforts to increase per capita consumption of soft drinks, sales volume remained relatively flat (excluding the effects
of territorial expansion) during this period. 1n 1997, Mexican gross national product (“GDP") growth of 6.8% helped
to begin an economic recovery in both regions. Although volumes remained flat in the Buenos Aires Territory,
volumes inthe Mexican Territories began to grow swiftly. The growthwas achieved through the improved economic
circumstancesin Mexico and through greater market share garnered in the Mexican soft drink markets.

In 1999, the Mexican economy grew 3.7% as measured by GDP while the Argentine economy slipped into a 3.4%
recession. The Company believes that the growing Mexican economy positively affectedits sales volumesand
supported the real average price increase experienced in the Mexican markets. In Argentina, asaresult of the weak
economy , the Company’s sales volume in that market and pricing flexibility were negatively affected. Coca-Cola
FEM SA believes that improving economic conditionsin Mexico and Argentina should lead to increased per capita
consumption of soft drinks, while allowing the Company to increase prices to keep pace with costs, thereby leading
to greater sales volume, net revenue and profit margins. However, the Company can give no assurances that such
results can be obtained or that economic conditionsin Mexico or Argentinawill improve.

Acquisition of Coca-ColaFEM SA Buenos Aires

As part of its strategy to expand its operations into additional territories, on September 1, 1994, the Company
acquired 51.0% of Coca-Cola FEM SA Buenos Aires from The Coca-Cola Export Corporation, asubsidiary of The
Coca-Cola Company, for a purchase price of A$94.7 million (in nominal 1994 Argentine pesos) (adjusted pursuant to
the terms of the acquisition). Also at that time, the Company was granted the Option to purchase the remaining 49%
of Coca-Cola FEM SA Buenos Airesfrom The Coca-Cola Export Corporation at a purchase price of A$91.0 million
nominal 1994 Argentine pesosplus an annual cost of 12%. In February 1996, the Company increased itsinterest in
Coca-Cola FEM SA Buenos Airesto 75% by means of a capital increase of Coca-Cola FEM SA Buenos Aires
subscribed to by the Company and through a partial exercise of the Option. At the sametime, The Coca-Cola
Company granted a new option for two years to acquire the remaining 25% of Coca-Cola FEM SA Buenos Aires with
similar terms and conditions as those of the Option. In September 1997, the Company acquired the remaining 25% of
Coca-Cola FEM SA Buenos Aires. The price of thistransaction was A$97.1 million (in nomina 1997 Argentine
pesos).

SIRSA Transaction. On November 27, 1995, the Company entered into an agreement to purchase certain corporate
assets of SIRSA, including certain inventory and the assignment of certain business contracts and the land and
building of the RDN bottling plant (but not the bottling equipment). On December 1, 1995, the Company amended its
bottler agreement with The Coca-Cola Company to include the right to produce, market and distribute Coca-Cola
Trademark Beverages to certain accounts located in the territory served at that time by SIRSA. On February 1, 1996,
the transfer of certain corporate assets of SIRSA was completed and the bottler agreement with the Coca-Cola
Company was amended to include the remaining accounts located within the San Isidro area, which were previously
served by SIRSA.
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In 1996, Coca-Cola FEM SA Buenos Aires, assumed control of the land and building, aswell asthe site of RDN’s
plant, and leased them to RDN. In May 1998, these assets were sold by the Company to RDN. See“—Liquidity and
Capital Resources’ and Item 1, “ Description of Business—Corporate Background.” On June 2, 1998, the Company’s
Argentine bottling agreement was amended to include the right of Coca-Cola FEM SA Buenos Aires to produce,
market and distribute Coca-Cola Trademark Beveragesin the Pilar area of Buenos Aires, previously served by RDN.
The Company made an investment of A$6.6 million at that time which included the lease and modification costs of a
large distribution center in the Pilar area, the purchase of 46 trucks, investmentsin bottles, cases, promotional
material (including coolers) and information systems.

The investment in Coca-Cola FEM SA Buenos Airesis considered, for accounting purposes, to be an economic
hedge against the currency risk associated with the holding of the U.S. dollar-denominated debt incurred to finance
the acquisition. Asaresult, the foreign exchange loss or gain on the U.S. dollar debt incurred to finance the
acquisition of Coca-Cola FEM SA Buenos Aires has been and will be recorded as part of the cumulative result of
holding non-monetary assets and is offset by the corresponding exchange gain or loss on such investment. See
Note 4 to the Consolidated Financial Statements.

Operating Conditions Specific to Buenos Aires Territory

The Company believes that certain aspects of the carbonated soft drink industry in Buenos Aires are
significantly different from those of the Mexican Territories. Most importantly, the Buenos Aires Territory is
characterized by prevalent price discounting and higher labor and distribution costs. These characteristics
negatively impact the Company’s margins.

Price Discounting. Primarily due to competitive pricing pressures during the past several years, soft drink pricesin
the Buenos Aires Territory decreased significantly. However, there was no significant corresponding increasein
comparable sales volume to offset fully the resulting decline in unit case revenue. The Company, whenever feasible,
has responded to competitive pressure through tailored marketing efforts and other non-price competition activities.
Neverthel ess, the Company has decided to engage in discounting activity whenever it deems necessary to maintain
competitiveness. The Company believes that the competitive pricing pressures are beginning to lessen, but it can
give no assurance that renewed discounting activity will not take place in the future. Seeltem 1, “ Description of
Business—Marketing.”

Labor Costs. Labor costsin the Buenos Aires Territory are higher than in the Mexican Territories, both on an
absolute and arelative basis, which reflect the higher cost of living index of Argentinaas compared to Mexico.

Distribution System. Inthe Mexican Territories, distribution of finished products from the production facilitiesto the
distribution center is subcontracted out to FEM SA L ogistica, whereas the Company distributesits products from its
distribution centersto retailersexclusively through afleet of trucks owned by the Company, exceptin the case of
certain rural areasin the Southeast Territory. By contrast, in the Buenos Aires Territory, distributionislargely
carried out by non-affiliate subcontractors, and part of the distribution is carried out by wholesalers. Seeltem 1,
“Description of Business—Product Distribution.” During 1998, the Company integrated a greater part of the
distribution system in the Buenos Aires Territory into its operations, thereby avoiding the need to share profit
margins with independent operators and bringing the distribution process more firmly under the Company’s control.
In June 1998, the Company began servicing the Pilar area, where the Company distributes its products through a fleet
of trucks owned by the Company.

Acquisition of Tapachula Franchise

On November 19, 1997, Coca-Cola FEM SA acquired the Tapachula Franchisethrough its acquisition of 100% of
the capital stock of Embotelladora de Soconusco, S.A. de C.V., abottler in the Tapachula area of the state of Chiapas
in Mexico. The purchase price of thistransaction was Ps. 103.1 million (in nominal 1997 pesos, approximately $12.5
million), which was financed with internal cash resources. Following this acquisition, Coca-Cola FEM SA began
serving the entire state of Chiapas.



Results of Operations

The following table sets forth the consolidated income statement of Coca-Cola FEM SA for the years ended
December 31, 1999, 1998 and 1997:

Year ended December 31,
1999 1999 1998" 1997

(millions of U.S. dollarsor constant M exican pesos at December 31, 1999)

Revenues
Net sales $ 1,4908 Ps 14,1550 Ps 13,481.2 Ps 11,789.7
Other operating revenues 5.5 52.4 108.8 104.3
Total revenues 1,496.3 14,207.4 13,590.0 11,894.0
Cost of sales 790.2 7,503.3 7,520.0 6,436.4
Gross profit 706.1 6,704.1 6,070.0 5,407.6
Operating expenses:
Administrative 107.9 1,024.2 879.4 808.6
Selling 369.3 3,506.4 3,273.1 2,921.0
Total operating expenses 477.2 4,530.6 41525 3,729.6
Goodwill amortization 12.4 117.7 125.3 101.0
Fixed asset adjustment - - 51.1 -
Income from operations 216.5 2,055.8 1,741.1 1,577.0
Integral result of financing®
Interest expense 43.4 411.9 500.5 383.8
Interest income (7.9) (75.1) (21.2) (84.0)
Foreign exchange loss (gain) 35 333 110.3 10.2
Gain from monetary position (9.7) (91.5) (204.7) (101.9)
Total integral result of financing 29.3 278.6 384.9 208.1
Other income (expense), net 7.1 67.0 234.6 156.7
Income before income tax, tax on
assets and employee profit sharing 180.2 1,710.2 1,121.6 1,212.2
Income tax, tax on assets and em-
ployee profit sharing 77.2 733.5 428.4 298.2
Net income $ 102.9 Ps 976.7 Ps 693.2 Ps 914.0
Majority income $ 1029 Ps 976.7 Ps 693.2 Ps 883.6

1)
2
(3

Salesin 1998 include sales in the Pilar area of the Buenos Aires Territory, which the Company began servicing in June 1998.
Sales in 1997 include sales in the Tapachula area of the Southeast Territory, which the Company acquired in November 1997.
The gain on monetary position resulting from the liabilities incurred in connection with the Company’s purchase of shares of

Coca-Cola FEMSA Buenos Aires was computed using the inflation rate of Argentina, as the liability was considered to be an
integral part of the investment in the foreign subsidiary. In addition, the foreign exchange loss generated by the liability was recorded
directly in stockholders equity. See Note 4 to the Consolidated Financial Statements.

@ Interest income is subtracted from other integral costs of financing and therefore is expressed as a negative quantity.
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Results of Operationsfor the Year Ended December 31, 1999 Compared tothe Year Ended
December 31, 1998

Year ended December 31,
@)

(1)

1999 1998 1999 1998
Mexican Territories Buenos Aires Territory
(millions of constant Mexican pesos at December 31, 1999)
Revenues
Net sales Ps. 10,4432 Ps 9,765.7 Ps. 3,711.8 Ps 3,7155
Other operating revenues 26.3 22.6 26.1 86.2
Total revenues 10,469.5 9,788.3 3,737.9 3,801.7
Cost of sdles 5,360.2 5,218.6 2,143.1 2,301.4
Gross profit 5,109.3 4,569.7 1,594.8 1,500.3
Operating expenses:
Administrative 822.5 695.6 201.7 183.8
Selling 2,450.0 2,261.8 1,056.4 1011.3
Total operating expenses 3,2725 2,957.4 1,258.1 1,195.1
Goodwill amortization 6.5 6.5 111.2 118.8
Fixed asset adjustment - 51.1 - -
Income from operations Ps. 1,830.3 Ps. 1,554.7 Ps. 2255 Ps 186.4

@ salesin 1998 include sales in the Pilar area of the Buenos Aires Territory, which the Company began servicing in June 1998.

Sales Volume. Sales volume in the Mexican Territories grew by 4.2% to 418.1 million unit cases during 1999 and
represented 76.8% of Coca-Cola FEMSA's total sales volume. Sales volume in colas increased 5.5% in 1999 and
flavored soft drinksincreased 1.7%, in each case compared to 1998. Salesvolume of Cid water decreased by 10.1% to
9.9 million unit cases.

In Argentina, including the additional volumes from the Pilar area under the Company’s control from June 2,
1998, salesvolume increased by 6.5% to 126.1 million unit cases in 1999; comparable sales volumein the Buenos
Aires Territory (excluding the Pilar ared) increased 3.4% during the year. Including volume from the Pilar area, sales
volume during 1999 in the Buenos Aires Territory in colasincreased 5.2% and flavored soft drinks increased 12.3%,
in each case compared to 1998. Sales volume of Kinwater, a Coca-Cola Trademark Beverage sold by Coca-Cola
FEMSA in Buenos Aires, declined by 20.8% during 1999.

In Mexico, the Company’s non-returnable presentations (including post-mix) represented a significantly higher
percentage of the Company’s sales volume in 1999, compared to 1998, increasing from 49.0% of total volumeto
55.5%. In Argentina, non-returnabl e presentations represented 89.6% of sales volumein 1999, compared to 89.2% in
1998.

The 4.8% volume growth in the Mexican Territories wasbetter than the estimated Mexican soft drink industry
growth in Mexico, which measured 296 to 3%. The Company continued to focus on volume driving initiatives such
as (i) the use of hand-held computers by the Coca-Cola FEM SA sales people, (ii) the Company’s presal e distribution
system, (iii) increased availability of cold soft drink products as aresult of investmentsin cold drink equipment, and
(iv) continued marketing efforts.

Net Sales. Net sales revenue growth exceeded volume growth in the Mexican Territories primarily dueto the

Company’s effortsto reach an improved price/volumeratio. The 2.6% real priceincrease in the twelve months ended
December 31, 1999 more than offset the negative effect on average pricing of the increasing importance of multi-
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serving presentations, which are products sold by the Company in packaging sizes greater than 1 liter and which are
sold for alower price per ounce of liquid than smaller, personal-size presentations. In 1999, approximately 54.1% of
Coca-ColaFEM SA’ s sales volume was sold in presentations greater than one liter, compared to 55.6% in 1998.
Despite this slight decrease in 1999, management expects the trend toward multi-serving presentations to continue.

In Argentina, average real price per unit case decreased 6.1% in 1999 primarily dueto: (i) a significant slow-down
in the Argentine economy in 1999, (ii) the continued growth in importance of lower price/volume multi-serving
packagesin the Company’s product mix, from 76.8% to 78.1% of the product mix, and (iii) heavy price competition.
The growth in salesvolumein larger presentationsonly partially offset the lower average pricing and, as aresult, net
sales revenue decreased by 0.1% in 1999.

Other Operating Revenues. Other operating revenues decreased from Ps. 109 million in 1998 to Ps. 52 million in 1999.
The 16.4% increase in other operating revenues within the Mexican Territories, which primarily consists of the sale of
certain raw materialsto other bottlers, only partially off-set the 69.2% decrease in other operating revenuesin the
Buenos Aires Territory. The sharp declinein Buenos Aires was due to significantly lower sales of final product to
other bottlersin Argentina.

Cost of Sales. The components of cost of salesinclude raw materials (principally sweeteners, soft drink concentrate,
packaging materials and water), depreciation expenses attributabl e to the Company’s production facilities, wages and
other employment expenses associated with the production labor force and certain overhead expenses. Concentrate
prices for the Coca-Cola Trademark Beverages, which are payablein local currency, are determined as a percentage of
the wholesale price net of any value-added or similar taxes payable by Coca-Cola FEMSA. Seeltem 1, “Description
of Business—Raw Materials.”

As apercentage of net sales, cost of sales decreased 2.8 percentage points over 1998. In both Mexico and
Buenos Aires, the Company benefited from improved volumes leading to greater fixed-cost adjustments, and lower
price of dollar-denominated raw materials, including HFCS, aluminum cans, and PET bottles. In addition, a3.9%
appreciation of the peso worked to improve the Company’s cost structure in that country. In Buenos Aires, where
the Company purchases finished product of its can presentations, a price reduction of product purchased from
CICAN was a materid factor in lowering cost of sales.

CICAN isajoint venture between participating Coca-Colabottlersin Argentina, Uruguay, and Paraguay. The
Company owns approximately 48.1% equity interest in CICAN. Asaresult of the price reduction, the Company’s
cost of sales was reduced while the profits distributed in the form of dividendsto the Company asa CICAN
shareholder decreased.

Operating Expenses. Consolidated operating expenses increased by 7.8% to Ps. 4.530 billionin 1999 from Ps. 4.204
billionin 1998. In 1999, consolidated selling expensesincreased by 6.1% to Ps. 3.506 billion from Ps. 3.306 hillionin
1998. Consolidated administrative expensesincreased by 14.1% to Ps. 1.024 billionin 1999 from Ps. 898 millionin
1998. 1998 figuresinclude the Ps. 51.1million fixed asset adjustment recorded during that year.

As apercentage of sales, selling and administrative expenses increased by 0.71 percentage points. Selling
expenses as a percentage of total revenuesin the Mexican Territories remained at 23.4%. In Argentina, selling
expenses as a percentage of total revenuesincreased from 26.6% in 1998 to 28.3% in 1999, representing a 1.67%
increase. Theincreases of absolute selling expensesin both the Mexican and Buenos Aires Territories were primarily
due to increased variable compensation increases, increased maintenance and increased non-cash expenses rel ated
to the Company’s accel erated depreciation schedule policy for 1998 going forward. Administrative expensesin the
Mexican and Buenos Aires Territoriesincreased 15.2% and 9.3%, respectively, reflecting higher real wagesin both
operations and corporate areas.

Goodwill. Goodwill amortization for 1999 was Ps. 118 million, compared to Ps. 125 million for 1998, reflecting a6.1%
reduction. The primary reason for the reduction was the 3.9% appreciation of the peso in 1999, which reduced
goodwill booked in Argentine pesos.



Operating I ncome. Consolidated income from operations after amortization of goodwill and including aone-time
fixed-asset adjustment of Ps. 51.1 million in 1998 grew by 18.1% to Ps. 2.056 billion for the year ended December 31,
1999. On acomparable basis, excluding the one-time fixed-asset adjustment, consolidated income from operations
after goodwill increased 14.7%. With lower cost of sales and a slight increase in operating expenses, the Company
saw a 1.66 percentage point improvement in profitability as measured by operating income as a percentage of total
sales.

Integral Cost of Financing. Theterm “integral result of financing” refers to the combined financial effects of (i) net
interest expense or interest income, (ii) net foreign exchange gains or losses and (iii) net gains or losses on monetary
position. Net foreign exchange gains or losses represent the impact of changesin foreign exchange rates on assets
or liabilities denominated in currencies other than pesos. A foreign exchangeloss arisesif aliability is denominated
in aforeign currency that appreciates relative to the peso between the time the liability isincurred and the date it is
repaid, as the appreciation of the foreign currency resultsin an increase in the amount of pesos which must be
exchanged to repay the specified amount of the foreign currency liability. The gain or loss on monetary position
refersto the impact of inflation on these monetary assets and liabilities.

The Company’sinvestment in its Buenos Aires subsidiary is considered for accounting purposes to be an
economic hedge against the U.S. dollar debt incurred to finance such investment. Asaresult, the foreign exchange
loss on the U.S. dollar debt incurred to finance thistransaction is recorded as part of the cumulative result of holding
non-monetary assets and offsets any exchange gain on the net investment. Although the investment isin Argentine
pesos and the related debt is denominated in U.S. dollars, the Argentine peso has been pegged at a value of one
Argentine peso to one U.S. dollar since April 1, 1991. Theforeign exchange lossis deductible for Mexican tax
purposes, and the resulting tax benefit is also recorded as part of the cumulative result of holding non-monetary
assets.

Theintegral cost of financing decreased 27.6% from Ps. 385 million in 1998 to Ps. 279 million in 1999. Net interest
expense decreased by 29.7% primarily dueto: (i) a 3.9% appreciation of the Mexican peso against the U.S. dollar, (ii)
the Company’s lower debt levels and (iii) the Company’s higher cash balance. During 1999, Coca-Cola FEM SA paid
down anet US$95.3 million of bank debt.

The gain on monetary position decreased by 55.3% from Ps. 205 million to Ps. 92 million. The change reflected
the Company’s lower debt position, considerably lower Mexican inflation and deflation recorded in Argentina.

Notwithstanding the 3.9% appreciation of the peso against the U.S. dollar during 1999, the Company reported a
foreign exchange loss of Ps. 33 million. The exchange loss was largely due to losses generated by the Company’s
investment in dollar-forward contracts. Beginning in June 1999, the Company, through the use of these dollar-
forward contracts, began hedging its foreign exchange exposure represented primarily by dollar-denominated non-
returnable packaging requirements.

Other Expenses. Other expenses are primarily related to the Company’s continued effortsto rationalize its operations
and awork force reduction both in operations and in the corporate office. Other expenses reached Ps. 67 millionin
1999 as compared to Ps. 235 millionin 1998. At September 30, 1999, Coca-Cola FEM SA announced areclassification
of expenses associated with the write-off of plant equipment. Prior to September 1999, these write-offs were recorded
as other expenses. Retroactiveto January 1, 1999, all asset write-offs are recorded as operating expenses.

Income Tax, Tax on Assets and Employee Profit Sharing. Incometax, tax on assets and employee profit sharing
increased 71.2 % from Ps. 428 million in 1998 to Ps. 733 million in 1999. The Company’s consolidated effective income
tax, tax on assets and employee profit sharing rate increased from 38.2% in 1998 to 42.9% in 1999. The increase was
attributable to: (i) the absence of the 1998 tax benefit of accelerated depreciation related to theinitial investment in the
Tolucaplant and other fixed assets during that year, (ii) higher non-deductible expenses including the write-off of
fixed assets, (iii) the depletion of tax-loss carryforwardsin Argentina as of December 1998 and (iv) changesin the
Mexican and Argentinetax laws.



Net income. Net income for 1999 increased 40.9% to Ps. 977 million from Ps. 693 million in 1998. The increase was
driven by the 18.1% increase in operating income and the 27.6% decrease in integral cost of financing, which were
only partially offset by the higher effective rate of taxes on income and assets.

Results of Operationsfor the Year Ended December 31, 1998 Compar ed tothe Year Ended
December 31, 1997

Y ear ended December 31,
%)

(1) (1) (2)

1998 1997 1998 1997
Mexican Territories Buenos Aires Territory
(millions of constant Mexican pesos at December 31, 1999)
Revenues
Net sales Ps. 9,765.7 Ps. 8,218.1 Ps. 3,7155 Ps 3,5671.7
Other operating revenues 22.6 14.2 86.2 90.1
Total revenues 9,788.3 8,232.3 3,801.7 3,661.8
Cost of sdles 5,218.6 43122 2,301.4 2,174.3
Gross profit 4,569.7 3,920.1 1,500.3 1,487.5
Operating expenses:
Administrative 695.6 618.3 183.8 190.3
Selling 2,261.8 1,924.5 1,011.3 996.4
Total operating expenses 2,957.4 2,542.8 1,195.1 1,186.7
Goodwill amortization 6.5 1.1 118.8 100.0
Fixed asset adjustment 51.1
Income from operations Ps. 1,554.7 Ps 1,376.2 Ps. 186.4 Ps 200.8

@ salesin 1998 include sales in the Pilar area of the Buenos Aires Territory, which the Company began servicing in June 1998.
@ sglesin 1997 include sales in the Tapachula area of the Southeast Territory, which the Company acquired in November 1997.

Sales Volume. Sales volume in the Mexican Territories grew by 19.7% to 401.2 million unit cases during 1998 and
represented 77.2% of Coca-Cola FEMSA's total sales volume. Sales volume in colas increased 16.3% in 1998 and
flavored soft drinks increased 18.7%, in each case compared to 1997. Sales volume of Cid water increased from 3.2
million unit casesin 1997 to 11.0 million unit casesin 1998.

In Argentina, including the additional volumes from the Pilar area under the Company’s control from June 2,
1998, sales volume increased by 14.8% to 118.4 million unit casesin 1998; comparable sales volumein the Buenos
Aires Territory increased 10.5% during the year. Including volume from the Pilar area, sales volume during 1998 in
the Buenos Aires Territory in colasincreased 15.1% and flavored soft drinksincreased 17.5%, in each case compared
to 1997. Salesvolume of Kinwater, a Coca-Cola Company trademark beverage sold by Coca-Cola FEM SA in Buenos
Aires, declined by 31.8% during 1998.

In Mexico, the Company’s non-returnable presentations (including post-mix) represented a significantly higher
percentage of the Company’s sales volumein 1998, compared to 1997, increasing from 41.0% of total volumeto
49.0%. In Argentina, non-returnable presentations represented 89.2% of sales volumein 1998, compared to 69.7% in
1997.

Volume growth in the Mexican Territories reflects Coca-Cola FEMSA’s continued focus on (i) the use of hand-
held computers by the Coca-Cola FEM SA salespersonnel, (ii) the Company’s presal e distribution system, (iii)
increased availability of cold soft drink products as aresult of investmentsin cold drink equipment and (iv)
continued marketing efforts.

Net Sales. Coca-Cola FEM SA recorded consolidated net sales of Ps. 13.481 billion in 1998, a 14.3% increase relative
to Ps. 11.790 billion of consolidated net salesrecorded in 1997. Net sales growth was driven by volume growthin
both the Mexican and Buenos Aires Territories. Sales revenue growth slightly lagged behind volume growth in the
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Mexican Territories primarily due to the higher rate of growth of larger presentations, which are sold for alower price
per ounce of beverage than smaller presentations. Management expects the trend towards larger presentationsto
continue. In 1998, approximately 55.6% of Coca-Cola FEMSA’s sales volume was in presentations of one liter or
larger, compared to 54.8% in 1997. In addition, average unit pricein real termsfor Coca-Cola FEMSA’s products
declined by 0.7% in the Mexican Territoriesin 1998. In the Buenos Aires Territory, despite an average unit price
decline of 9.5%, net salesincreased by 4.0% in 1998, reflecting the strong volume growth of 14.8% during 1998.

Other Operating Revenues. Other operating revenues increased to Ps. 109 million in 1998 from Ps. 104 in 1997,
primarily as the result of increased recurring revenues such as sales of raw materialsin the Southeast Territory and
sales of final product to other bottlersin the Buenos Aires Territory during 1998.

Cost of Sales. Consolidated cost of goods sold increased by 15.9% to Ps. 7.520 billion in 1998 from Ps. 6.486 billionin
1997. The 21.0% increase in Mexico and 5.9% increase in Argentinais primarily attributable to (i) higher volumes; (ii)
higher raw material costs associated with the increase in the mix of one-way presentations; and (iii) the effectin
Mexico of the depreciation of the peso against the dollar on packaging costs. Coca-Cola FEM SA recorded gross
profit of Ps. 6.070 billionin 1998, a 12.3% increase over gross profit of Ps. 5.408 hillion recorded in 1997.

With respect to the Company’s Mexican operations, gross profit represented 46.8 % of net sales, while gross
profit for Argentine operations represented 40.4 % of net sales. This represented decreases of 0.9 and 1.2 percentage
points, respectively, as compared to 1997, which were essentially attributable to the same factors that affected the
cost of goods sold.

Operating Expenses. Consolidated operating expensesincreased by 12.7% to Ps. 4.153 billion in 1998 from Ps. 3.730
billionin 1997. Consolidated operating expenses for 1998 include a non-recurring operating expense of Ps.51.1
million as a consequence of the Company’s adoption of amore conservative valuation for itsinformation systems. In
1998, consolidated selling expensesincreased by 13.2% to Ps. 3.306 billion from Ps. 2.921 billion in 1997.

Consolidated administrative expenses increased by 11.0% to Ps. 898 million from Ps. 809 million in 1997.

As apercentage of total revenues, selling and administrative expenses decreased 0.42%. Selling expensesasa
percentage of total revenuesin the Mexican Territories remained at 23.4%. Administrative expensesin the Mexican
Territoriesincreased 15.4%, reflecting higher real wagesin both operations and corporate areas. In Argentina, selling
expenses as a percentage of total revenue decreased from 27.2% in 1997 to 26.6% in 1998. Administrative expensesin
the Buenos Aires Territory were reduced by 3.4% as aresult of Coca-Cola FEM SA Buenos Aires’ efforts to reduce
fixed costs.

Goodwill. Goodwill amortization for 1998 was Ps. 125 million, compared to Ps. 101 million for 1997, reflecting
additional goodwill amortization arising from the acquisition of the Tapachulaareain Mexico and the Pilar areain
Argentina.

Operating I ncome. Consolidated income from operations after amortization of goodwill and including the one-time
fixed-asset adjustment of Ps. 51.1 million in 1998 grew by 10.4% to Ps. 1.741 hillion for the year ended December 31,
1998. On acomparable basis, excluding the one-time charge, consolidated income from operations after goodwill
increased 13.6%. Theincrease in income from operations was attributabl e to the many efforts made by Coca-Cola
FEM SA to improve productivity and contain operating expenses. Coca-Cola FEMSA’s operating margin decreased
by 0.5 percentage pointsto 12.8% in 1998 from 13.3% recorded in 1997, largely as a consequence of the declinein the
gross margin in 1998 and the non-recurring operating expense mentioned above.

Integral Cost of Financing. Theintegral cost of financing increased 84.9% from Ps. 208 million in 1997 to Ps. 385
million in 1998. Net interest expenseincreased from Ps. 300 millionin 1997 to Ps. 479 million in 1998, an increase of
59.9%. Higher net interest expense during 1998 was driven by: (i) the depreciation of the peso, (ii) alower cash
balance asaresult of anincreasein capital expenditures and (iii) an increase in the Company’s short-term debt
positions. The gain on monetary position increased 100.9% from Ps. 102 million during 1997 to Ps. 205 million during
1998. The primary reason for the increase was higher inflation ratesin 1998, as well asthe increasein the levels of the



average debt during 1998. Theforeign exchange lossincreased from Ps. 10 millionin 1997 to Ps. 110 million in 1998,
mainly due to the 22.7% depreciation of the peso during 1998.

Other Expenses. Other expensesincreased from Ps. 157 million in 1997 to Ps. 235 million in 1998. The majority of
these expenses were related to asset write-offs and severance payments as aresult of the closing of the LaVigaand
Churubusco production facilitiesin the Valley of Mexico and further rationalization of capacity within other facilities
within the Company’s operations in Mexico and Argentina. These expenses are attributable to Coca-Cola FEMSA’s
effortsto improve operational efficiencies during 1998.

Income Tax, Tax on Assets and Employee Profit Sharing. Income tax, tax on assets, and employee profit sharing
increased 43.7% from Ps. 298 million in 1997 to Ps. 428 million in 1998. The Company’s consolidated effective income
tax, tax on assets, and employee profit sharing rate increased from 24.6% in 1997 to 38.2%in 1998. Thisincreaseis
attributable to: (i) alower utilization of taxloss carryforwards, (ii) higher non-deductible other expenses, (iii) the
initiation of tax paymentsin Argentinain December 1998 and (iv) the absence of the tax benefit from accelerated
deprecation of theinitial investment of the Toluca plant during 1997.

Net Income. Net income for 1998 decreased by 24.2% to Ps. 693 million from Ps. 914 millionin 1997. The decrease was
primarily driven by higher integral cost of financing and higher taxes on income and assets. Majority net income
decreased 21.5% to Ps. 693 million during 1998. Mgjority net incomeis calculated by subtracting the net income
related to the previous ownership interest of The Coca-Cola Export Corporation in Coca-Cola FEM SA Buenos Aires
from consolidated net income. Coca-Cola FEM SA purchased such remaining ownership interest on September 19,
1997, and therefore, there is no minority interest after that date.

Capital Expenditures

Year ended December 31,

1999 1998 1997 1996

(Millions of constant Mexican pesos at December 31, 1999)
Mexican Territories

Plants and disStribution ...........coooeeeieicie i Ps. 4469 Ps. 1,007.8 Ps. 712.1 Ps. 831.3
BOLIES ... 168.5 101.2 199.7 2555
Deferred charges and other investments...........cccoccovinecennne 142.7 247.5 35.2 2151

TOAI s Ps. 7580 Ps. 13565 Ps. 9470 Ps. 13019

Buenos Aires Territory

Plants and distribution ... Ps. 746 Ps. 81.8 Ps. 4053 Ps. 1504
BOLIES ... 20.0 31.6 65.9 80.6
Deferred charges and other investments...........ccccoccovinecennne 225 100.5 25.8 29.6

TOAI s Ps. 1171 Ps. 2139 Ps. 4970 Ps. 2606
Total Coca-Cola FEMSA .....c.cciiiiiiiiiieieirinieieieieieie e Ps. 8752 Ps. 15704 Ps. 14440 Ps. 15625

Asinthe past, Coca-Cola FEMSA’s capital expenditures are focused on increasing operating efficiencies,
expanding the efficiency of its distribution infrastructure, improving administrative systems and increasing sales
volume. Through these measures Coca-Cola FEM SA expectsto improve profit margins and improve the overall
profitability of the Company.

The Company’s business plan for 2000 calls for investments totaling approximately Ps. 833 million (including
investments in bottles and cases and deferred charges) and include:

> Expansion of bottling and plastic bottle blowing capacity within existing production facilities;
> Improvement of warehousing in both production facilities and distribution centers;
> Replacement of older distribution vehicles and expansion of the distribution fleet;
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> Market investments (such as the placement of refrigeration equipment, vending machines and post
mix dispenser equipment in the market);

> Replacement and upgrading of manufacturing equipment in the Company’s production facilities;

> Investmentsin information systems; and
> Corporate headquarters rel ocation costs.

Management believes that internally generated funds and borrowing from third-party sources, if needed, will be
sufficient to meet itscapital expenditure and working capital requirements for the year 2000. However, the Company
may seek debt or equity financing from the international capital marketsin connection with any possible acquisition
by the Company of Coca-Cola bottler operations. The Company’s capital expenditure plan for 2000 is subject to
change based on market and other conditions and the Company’ s results of operations and financial resources.

Historically, the Coca-Cola Company has contributed to the Company’s capital expenditure program. These
contributions are utilized by the Company in its marketing programs and other volume driving initiatives that promote
volume growth of Coca-Cola Trademark Beverages. Such payments may result in areduction in the Company’s
selling expenditures. Contributions by The Coca-Cola Company are made on adiscretionary basis. Although
management believes that The Coca-Cola Company will make additional contributionsin the future to assist the
Company with its capital expenditure program, no assurances can be given that any such contributions will be made
or of their magnitude.

Liquidity and Capital Resour ces

Liquidity. Inthe past, the Company’sliquidity has been provided by internal cash generation and borrowings. In
1994, the Company issued $100 million of 10-year notes to finance the acquisition of 51.0% of Coca-Cola FEMSA
Buenos Aires. These notes bear interest at afixed annual rate of 9.4% and were privately placed with investors
outside Mexico.

In February 1996, the Company obtained a $165 million loan through a U.S. dollar-denominated borrowing under
acredit facility arranged by J.P. Morgan Securities Inc. (the “ Syndicated Loan”), of which approximately $47.5 million
was used to repay short-term indebtedness, some of which was incurred to finance the Company’sincrease in the
equity of Coca-Cola FEM SA Buenos Aires, and the balance of which was used to finance directly the increasein the
Company’s interest in Coca-Cola FEM SA Buenos Airesfrom 51.0% to 75.0%. The resources obtained by Coca-Cola
FEM SA Buenos Airesin connection with the capital increase were used through February 1996 to complete the
SIRSA Transactions for a purchase price of $56.5 million, to acquire from RDN for $3.5 million the building that
houses RDN's bottling plant (but not the equipment contained therein) and surrounding land, and to repay $61.0
million in short-term debt. Asaresult of these transactions, consolidated indebtedness increased by $79 million.

On November 1, 1996, the Company issued the Notesin an aggregate principal amount of $200 million. The
Company used the proceeds from the Notes to repay all of its outstanding indebtedness under the Syndicated L oan.
The Notes bear interest at afixed annual rate of 8.95% and are repayablein a singleinstallment on November 1, 2006.

On September 19, 1997 the Company acquired the remaining 25% of Coca-Cola FEM SA Buenos Aires. The price
of thistransaction was $98.5 million and was financed partly through the issuance of three short-term notes of $25
million each, and the remainder with internal resources.

On August 27, 1998, the Company issued a short-term note of $25 million to partially finance the building of the
Tolucaplant. Seeltem 1, “Description of Business—Business Strategy.” In December 1998, the Company repaid $10
million in short-term debt and refinanced the balance of its short-term obligations by issuing three short-term notes of
$25 million in principal amount each and one short-term note of $15 million in principal amount.

During 1999, the Company repaid $96 million outstanding in debt, including three short-term notes, each with a
principal amount of $25 million, and one short-term note with a $15 million principal amount.



The Company generated net resources from operations of Ps. 2.696 billion in 1999 and Ps. 1.492 billion in 1998.
Uses of funds included aggregate investments (including deferred charges) of Ps.3.889 billion. At December 31, 1999
and 1998, the consolidated cash and cash equivalents position of the Company was Ps. 551.4 million and Ps. 187.0
million, respectively.

The Company’s primary source of liquidity is expected to continue to be internally generated funds,
supplemented by borrowing facilities with third-parties. At December 31, 1999, the Company had unused lines of
credit of Ps. 2,343 million, approximately 87% of which werein U.S. dollars. Management believes that internal
resources and the Company’s access to credit facilities will be adeguate to meet currently expected working capital
needs and to finance a significant portion of future capital expenditures. At December 31, 1999 and at June 1, 2000,
the Company had no short-term debt.

Capital Resources. Coca-Cola FEMSA operatesin a capital-intensive industry requiring significant investmentsin
revenue-producing assets and updating of the physical plant and manufacturing technology of its various product
lines. The Company intendsto fund its capital expenditure program with cash on hand, consolidated cash flow from
operations and facilities, and third-party providers of funds.

During 1999, capital expenditures by Coca-Cola FEMSA in Mexico and Argentina totaled approximately $92
million and were primarily related to: (i) “carry over” expenditures from 1999 rel ating to investments madein
production and distribution facilities, (i) the expansion of distribution warehouses and the purchase of distribution
equipment in both Mexico and Buenos Aires, (iii) investmentsin cold drink equipment and (iv) investmentsin
management information systems and other computer equipment related improvements. See“—Capital
Expenditures.”

The Coca-Cola Company has made contributionsin connection with the Company’s capital expenditure program
in addition to participating in its cold drink equipment placement program. For the years ended December 31, 1999
and 1998, the payments made by The Coca-Cola Company amounted to $31 thousand and $1.7 million, respectively.
Contributions by The Coca-Cola Company are made on a discretionary basis.

59



U.S. GAAP Reconciliation
The principal differences between Mexican GAAP and U.S. GAAP that affect the Company’s net majority (10ss)
income and majority stockholders’ equity relate to the accounting of :
Deferred income taxes;
Deferred employee profit sharing;
Capitalization of interest expense

Impairment of long-lived assets; and

Y V V V

Labor liahilities and their effect on monetary gains.

Note 21 to the Consolidated Financial Statementsprovides amore detailed description of the differences
between Mexican GAAP and U.S. GAAP asthey relate to the Company. Note 22 to the Consolidated Financial
Statements provides areconciliation to U.S. GAAP of net majority income and majority stockholders’ equity.

Net majority income as reconciled to U.S. GAAP was lower than net majority income as reported under Mexican
GAAP by Ps. 52.3 million in 1999, Ps. 177.6 million in 1998 and Ps. 53.9 millionin 1997. Set forth below isasummary of
the significant components of the reconciliation to U.S. GAAP. See Notes 21 and 22 to the Consolidated Financial
Statements.

Total revenues under Mexican GAAP and U.S. GAAP were identical because revenue recognition policies under
both accounting principles are the same except for prior years information which, according to U.S. GAAP, must be
restated using the inflation rate of Mexico. See Note 21ato the Consolidated Financial Statements.

Additionally, under Mexican GAAP, the Company recognized the expense of launching new presentations over
aperiod of twelve monthsto reflect the period over which the benefits of the introductions were expected to be
recognized, whereas under U.S. GAAP, the costs deferred in 1999, 1998 and 1997 have been expensed, resulting in an
increase in operating expenses and a reduction in operating income in those years. In 1999, the Company spent
approximately Ps. 17.3 million in connection with the introduction of new presentations, the total of whichwas
included in selling expensesin 1999. The amounts spent in connection with the introduction of new presentations
were Ps. 38.5 million in 1998 (including Ps. 33.3 million in selling expenses) and Ps. 27.4 million in 1997 (including
Ps. 22.3 inselling expenses).

In 1999, operating income under U.S. GAAP versus operating income under Mexican GAAP decreased by
Ps.118.4 million, as compared to a Ps. 52.4 million decrease in 1998, as aresult of the recognition of expenses related
to the launching of new products and the provision for Mexican employee profit sharing.

Under U.S. GAAP, the Company had approximate net majority income of Ps. 924.5 thousand in 1999 and Ps. 515.6
thousand in 1998. Shareholders equity, under the same accounting practices, was Ps. 11.4 million and Ps.12.1 million
in 1998.



Futurelmpact of Recently Issued Accounting Standards

Certain Mexican and U.S. accounting standards have recently been issued that will become effectivein the
future, causing certain effects on the financial position and results of operations of the Company, as described
below:

In March 1999, the International Accounting Standards Committeeissued IAS No. 39, “Financial Instruments:
Recognition and Measurement,” which will become an integral part of Mexican GAAP beginning in 2001. IAS No. 39
requires an enterprise to recognize all of its contractual rights or obligations under derivativesin its balance sheet as
assets or liabilities and measure those instruments at afair value. Changesin thefair value of a derivative will be
included either in the income statement or in the comprehensive income, depending on the nature of the instrument.
IASNo. 39 isgeneraly consistent with SFAS No. 133, “ Accounting for Derivative Instruments and Hedging
Activities,” issued in June 1998 and which aso go into effect in 2001 under U.S. GAAP. The Company presently has
contracted certain financial instrument and determines their fair value as described in Note 16 to the Consolidated
Financial Statements. The impact of the applications of IAS No. 39 on the Consolidated Financial Statements of the
Company will depend on the economic and market conditions, as well as the type and amount of financial
instruments that the Company has contracted at the date of issuance of the financial statements. 1f the Company had
applied the guidelines of IAS No. 39 beginning in 1999, itsimpact would not have been significant.

Effective January 1, 2000, Bulletin D-4, “ Accounting for Income Taxes, Tax on Assets and Employee Profit
Sharing,” requires the recognition of the deferred effects of thoseitems. This new accounting principle will have a
significant one-time effect on the Company’s financial position, increasing deferred liabilities and decreasing
stockholders’ equity. Bulletin D-4 will affect the results of operations going forward similarly to SFAS No. 109
“Accounting for Income Tax’ under U.S. GAAP.

Had this principle been applied in 1999, along-term liability of Ps. 842,424 would have been recorded, retained
earnings would have decreased by Ps. 872,124, the provision for income and employee profit sharing would have
increased by atotal of Ps. 70,627, and an additional gain of monetary position of Ps. 106,323 would have been
recorded.

ITEM 9A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

The Company’ s business activities require the holding or issuing of financial instruments that expose the
Company to market risksrelated to changesin interest rates and foreign currency exchange rates.

Interest Rate Risk

Interest rate risk exists principally with respect to the Company’ sindebtedness that bearsinterest at floating
rates. At December 31, 1999, the Company had outstanding indebtedness of Ps. 2.909, of which approximately 98.5%
boreinterest at fixed interest rates and approximately 1.5% boreinterest at variable interest rates. The interest rate on
the Company’ s variable rate debt is determined by referenceto Libor. Libor increases would, consequently, increase
the Company’ sinterest payments.

The table below provides information about the Company’ s derivative financial instruments and other financial
instruments that are sensitive to changes in interest rates, presenting principal payments and related weighted
average interest rates by expected maturity dates. Weighted average variable rates are based on the Libor curve on
December 31, 1999, plus spread contracted by the company. The instruments’ actual payments are denominated in
U.S. dallars, which are presented in pesos, the Company’ s reporting currency, in the table below, utilizing the
December 31, 1999 exchange rate of 9.495 pesos per dollar.

Thefair value of long-term notes payable is based on quoted market prices.
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A hypothetical, instantaneous and unfavorable change of 100 basis pointsin the average interest rate applicable
to floating-rate liabilities held at December 31, 1999 would increase the Company’ sinterest expensein 1999 by
approximately Ps. 0.4 million, or 0.2 %, over a 12-month period, assuming no additional debt isincurred during such
period.

Principal by Year of Maturity
At December 31, 1999
Thousand of U.S. dollars

2000 2001 2002 2003 2004 2005 1999 1998
d Fai Fai
the?ganer Totdl VaTL:e Total Vai:e
Fixed Rate Debt
U.S. dollars 1,376 352 - - 100,000 200,000 301,72 307,08 307,3 308,09
8 6 14 4
Weighted averagerate  7.1% 6.6% - - 9.4% 9.0% 9.1% 9.1%
Variable Rate Debt
U.S. dollars 2,187 1,184 856 215 215 - 4,656 4,656 93,68 7,534.
4 3
Weighted average rate  7.0% 6.7% 6.8% 6.6% 6.6% - 6.8% 6.6%

Exchange Rate Risk. The Company’s principal exchange rate risk involves changesin the value of the peso relative
tothe U.Sdollar. In 1999, approximately 73.7% of the Company’s consolidated total revenues were denominated in
pesos, and 26.3% were denominated in Argentine pesos. The Company estimates that a majority of its consolidated
costs and expenses are denominated in pesos. Substantially all of the Company’s foreign currency denominated
costs and expenses are denominated in U.S. dollars. As of December 31, 1999, all the Company’s indebtedness was
denominated in U.S. dollars. Decreases in the value of the peso relative to the U.S. dollar will increase the cost in
pesos of the Company’s foreign currency denominated operating costs and expenses and of the debt service
obligations with respect to the Company’s foreign currency denominated indebtedness. A depreciation of the peso
relative to the U.S. dollar will also result in foreign exchange losses as the peso value of the Company’s foreign
currency denominated indebtednessisincreased.

The Company's exposure to market risk associated with changesin foreign currency exchange rates relates
primarily to U.S. dollar-denominated debt obligations as shown in the interest risk table above. The Company
occasionally utilizes currency forward contracts to hedge its exposure to the U.S. dollar relative to the peso.

As of December 31, 1998, the Company did not hold any currency forwards. As of December 31, 1999, in order to
cover the foreign exchange rate risks between the peso and the U.S. dollar, the Company entered into 21 U.S. dollar-
forward agreements, representing atotal amount of $192 milliondollars, all maturing during 2000. The weighted
average forward exchange rate contracted in these agreements was 11.06 pesos per one U.S. dollar. Thefair valueis
estimated based on the quoted market prices of each agreement at December 31, 1999 assuming the same maturity
date of the agreements. The weighted average quoted market exchangerate is 10.145 pesos per one U.S. dollar.
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Dollar-Forward Exchange Agreementsby Year of Maturity
At December 31, 1999
Millions of U.S. dollars

2000 Fair Vaue
U.S. dollars 192 (18.5)
Weighted average
rate:
Contracted 11.06
Quoted market 10.145

A hypothetical, instantaneous and unfavorable 10% deval uation in the value of the peso relative to the U.S.
dollar occurring on December 31, 1999, would have resulted in an increase in the Company’ s consolidated integral
result of financing expense of approximately Ps. 6.3 million over a 12-month period, reflecting higher interest expense
and foreign exchange loss based on the Company’s U.S. dollar denominated indebtedness at December 31, 1999.
However, thisresult does not take into account any gain on monetary position that would be expected to result from
an increase in the inflation rate generated by a devaluation of the peso relative to the U.S. dollar, which would reduce
the consolidated net integral cost of financing.

Equity Risk. 1n 1997, certain subsidiaries of the Company commenced an Executive Incentive Program (as defined in
Item 11, “ Compensation of Directors and Officers.”), which is administered by atrust for the benefit of the
participating executive officers. In November 1997, the Company hedged its obligations under the Executive
Incentive Program by investing in options related to FEM SA BD Units (as defined in Item 11, “Compensation of
Directorsand Officers.”) Seeltem 11, “Compensation of Directors and Officers.”

Thefair value of the optionsis estimated based on quoted market prices to terminate the contracts on December
31, 1999.

1999 1998
02 oo 2 et pees
Equity Risk:

Call Options on FEMSA BD Units
(long)*

Contracts (one BD Unit per 595,158 Ps. 11.4 595,158 Ps. 6.3

contract)

Strike Price (Dollars per BD Units) $3.74 $3.74

*Call option contracts are European and can be either settled in cash or in shares.

ITEM 10. DIRECTORS AND OFFICERS OF REGISTRANT
Directors

Management of the business of the Company is vested in the Board of Directors. The Company’s by-laws
provide that the Board of Directorswill consist of at |east sixteen directors elected at the annual ordinary
shareholders’ meeting for renewable terms of oneyear. The Board of Directors of Coca-Cola FEMSA currently
consists of sixteen directors and eleven alternate directors. The directors are elected as follows: eleven directors and
six alternate directors are el ected by holders of the Series A Shares (“ Series A Shareholders”) voting as a class; four
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directors and up to four alternate directors are elected by holders of the Series D Shares (“ Series D Shareholders”)
voting as aclass; and one director and one alternate director are elected by holders of the SeriesL Shares (“ Series L
Shareholders™) voting asaclass. A director may only be elected by a majority of shareholders of the appropriate
series, voting as aclass, represented at the meeting of shareholders, and not by shareholders of all series present at
the annual ordinary shareholders’ meeting. Holders of any series of the Company’s shares that do not vote in favor
of the directors elected by the holders of a majority of shares of such series are entitled, acting separately or in
groups of shareholders of any series, to elect one additional director and the corresponding alternate director for
each 10% of the outstanding capital stock of the Company held by such dissenting shareholder or group of
shareholders. These directors and alternate directors will not be counted as part of the minimum number of directors
set forth in the Company’s by-laws and will bein addition to those elected by the majority of holders of Series A
Shares, Series D Sharesand SeriesL Shares.

Pursuant to the Company’s by-laws, any alternate director present at any duly convened meeting at which a
director elected by holders of the same series of sharesis absent may assume the position of the absent director in
the order set forth below and may vote at any such meeting.

At December 31, 1999 the members (including alternate directors), secretary and alternate secretary of the
Company’s Board of Directors were the following:

Year
Name Position Appointed
Eugenio GarzaLaglera........cocoovvevevveverererenens Chairman of the Board and Series A Director..........ccooveerennae 1993
José Antonio Fernandez Carbajal®............. Vice-Chairman of the Board and Series A Director................. 1993
Alfonso GarzaGarza? ..., e SEMIES A DIFECLON c.oovvrreeveeeeeeeeessessesssessssssssssessssssssseesssssssssnneees 199
Juan Carlos Braniff Hierro™.......ccooooovvooeee.e. SEMIES A DIFECLON ...ovoreereeveseeeeesvesssssnsesssssssesesssssssssessssssssssenees 1993
Ricardo Guajardo Touché..........cccovreeererenee. S S 1SSy AN B ] = ox (o] (TR 1993
Alfredo Martinez Urdal .........cccocoeveenereneenen. SEHES A DIFECLON ...ttt
Federico Reyes Garcia.........ccccovvevveennnne. .. Series A DIrector....ccvveeeceveveeecennnn,

.. Series A DIreCtor ........ceveeeveeevevnnnns

Gilberto Lozano Gonzdlez...............uu..... .
.. Series A DIreCtor ......cceveeeeveeeveenenns

Eduardo PadillaSilva.........coecoeveununnee. .

Daniel Servitjé Montull..........cccovurvurienee. e SENIES A DIreCtor...ocveeeeereerrecereene

Armando GarzaSada.........c.ccocceeveveueennee. ver SENIES A DITECION ..

Alfredo Livas Cantl.........coeveeveereveeseseeene Series A Alternate Director

Francisco Javier Fernandez Carbagja®.......... Series A Alternate Director

Héctor Rangel Domene..........cccccovervevecrenrene. Series A Alternate Director.

Mariana Garza Gonda de Trevifio”.............. Series A Alternate Director

Bérbara Garza Gonda de Braniff™ .............. Series A Alternate Director

Guillermo Chavez Eckstein.......cocveeeeevcvennee. Series A Alternate Director,

Timothy Haas.........ccoc.unu. v SENIES D DIreCtor......coveveeeerrecerenene

CharlesH. McTier............ ver SENESD DIrECOr ...t

Weldon H. Johnson ver SENESD DIreCtOr ...t

James Chestnui................. veee SEMNESD DIrECLOr ...

William Herdd................... .... SeriesD Alternate Director

Ralph H. Cooper ............... ... Series D Alternate Director

Douglas N. Daft ......ccoevvnereerereneeerenesenereens Series D Alternate Director

Joseph R. Gladden, Jr........cocoevvenerererenenenene Series D Alternate Director

AlexisRovzar delaTorre.....eeeveceenne. S 1= I DI T (= ox (o) (S 1993
Fernando Pardo Ramirez...........ccccoceveveennee. SeriesL Alternate Dir€Ctor.......vceceveciiccec e 1993
Carlos Eduardo Aldrete Ancira.........cccoueeee. SECTELAY ..vvviceeteereee sttt a s anten

Arnulfo E. Trevifio Garza Alternate Secretary




1)
()
3
(4

Son-in-law of Eugenio Garza Laglera.
Nephew of Eugenio Garza Laguera.

Brother of José Antonio Fernandez Carbajal.
Daughter of Eugenio Garza Lagiiera.

The Company’s by-laws provide that the Board of Directors shall meet at least four timesayear. Actions by the

Board of Directors must be approved by at least a majority of the directors present and voting, which (except under
certain circumstances) must include at least two directors elected by the Series D Shareholders. See “Item 4, Control
of Registrant—The Shareholders Agreement.”

Examiners

The Company currently has two examiners, one elected by the Series A Shareholders and one by the Series D

Shareholders, and two alternate examiners, one elected by the Series A Shareholders and one by the Series D
Shareholders. Mexican law requires that the examiners receive monthly reports from the Board of Directors regarding
material aspects of the Company’s affairs, including the Company’s financial condition. The primary role of the
examiners is to report to the shareholders at the annual ordinary shareholders’ meeting on the accuracy of the
financial information presented to such examiners by the Board of Directors. The current examiners and alternate

examiners are;

Year
Name Position Appointed
José Manuel Canal Hernando........................ Series A Examiner 1993
Fausto Sandoval Amaya........cccceeeevereerenrenes 1993

Ernesto Gonzalez Davila

Humberto Ortiz GULIEITEZ..........cuceeecriee 1993

@)

Y ears as examiner or alternate examiner for FEMSA or affiliates of The Coca-Cola Company.

Executive Officers

Thefollowing table lists the principal executive officers of the Company, their current position and year of

appointment as an executive officer with the Company:

Year
Name Position Appointed
Carlos Salazar Lomelin® .............cooomerrrvvrnnnn. Chief EXECUtIVE OFfiCEN .....oooeeereeeereeeeessessssseesesssssssessssssssssnnees 2000
Ernesto Torres Arriaga........ccovveveeerereenererenes ViICE PreSIdent ......ccveeeerrerersesee et sssssesens 1995
Héctor Trevifio GULIEITEZ..........occeveeeereeceniennn. Chief Financial and Administrative Officer.......ccoovvevnceneen. 1993
Domingo Vaccarezza ... Technical Director
John SantaMariaOtazla.........ccceeeeererervenenene Chief Operating OffiCer—MEXiCO ....cucvrervreerrrerererereeerereeeens 1995
Rafael Suérez Olaguibél...........cccovevevecerinene. Chief Operating Officer—BUEN0S AITES......cvvvvreeerereeererereenens 1997
Ernesto Silva Almaguer...........ccovevereeererenns Business Development DireCtor .........cocoveevevereeeresesneneresessenenens 1997

@

Effective January 1, 2000, Mr. Salazar succeeded Mr. Martinez as Chief Executive Officer.

ITEM 11. COMPENSATION OF DIRECTORSAND OFFICERS

For the year ended December 31, 1999, the aggregate compensation of all executive officers of the Company paid

or accrued in that year for servicesin all capacities was approximately Ps. 69.4 million, of which approximately Ps. 23.0
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million was paid in the form of cash bonus awards. The aggregate compensation amount also include bonuses paid
by the Company to certain of its executive officers pursuant to the cash-settled option Executive Incentive Program
(as defined below) and Stock Incentive Plan (as defined in Item 12, “Options to Purchase Securities from Registrant or
Subsidiaries’).

From June 1993 to March 1998, the Company paid agold “centenario” coin (valued at approximately Ps. 3,100 on
December 31, 1997), net of taxes, to each director for each meeting of the Board of Directors attended by the director.

Since March 1998, the Company has paid Ps. 20,000 to each director for each meeting attended by such director.

In 1997, the Company commenced an executive incentive program through which a one-time cash-settled option
was granted to certain of the Company’s executive officers (the “ Executive Incentive Program™). Under the terms of
the Executive Incentive Program, such executive officers will be entitled on the fifth anniversary of such program to a
cash payment of a special bonus based on such officer' s salary and the amount of increasein real terms (i.e,
excluding the effects of inflation) during the preceding five years in the market value of FEMSA BD Units (“FEMSA
BD Units”), each consisting of one FEM SA Series B Share, two FEM SA Series D-B Shares and two FEM SA Series D-
L Shares, and shares of Coca-Cola FEMSA, provided that no payments will be made unless the market val ue of
FEMSA BD Units and shares of Coca-Cola FEM SA has doubled in real terms by such fifth anniversary. The
Executive I ncentive Program was originally based on the market value of Emprex Series B Shares and shares of
Coca-Cola FEM SA, but was | ater adjusted to refer to the market value of FEM SA BD Units and shares of Coca-Cola
FEMSA, as described above. The Executive Incentive Program is administered by atrust, for the benefit of the
participant executive officers, which has hedged its obligations to such executive officers by investing with Morgan
Guaranty Trust Company of New Y ork in cash-settled options relating to FEM SA BD Units. To the extent that the
Executive Incentive Program is based on shares of Coca-Cola FEM SA, the trust has not hedged its obligations as of
the date hereof.

ITEM 12, OPTIONSTO PURCHASE SECURITIESFROM REGISTRANT OR SUBSDIARIES

In 1998, the Company commenced a five-year stock incentive plan for the benefit of its executive officers (the
“Stock Incentive Plan”). Under the terms of the Stock Incentive Plan, certain executive officers may be selected to
receive aspecial cash bonus (a“ Special Bonus’) which will be used to obtain a Stock Grant (as defined below) or an
Option Right (as defined below), as determined for each individual case. The selection of the executive officersto
participate in the Stock Incentive Plan, the type of right which will be obtained with the Special Bonus, and the value
of the Special Bonus will be determined jointly by the Chief Executive Officers of FEM SA and the Company, based
on each executive officer's level of responsibility and corporate achievements during the prior year.

The Stock Grants and the Option Rights are administered by atrust for the benefit of the selected executive
officers (the“ Administrative Trust”). Under the terms of the Stock Incentive Plan, each time a Special Bonusis
assigned by the Company or any of its subsidiaries to an executive officer, such executive officer shall contribute the
bonus to the Administrative Trust in exchange for a Stock Grant (as defined below) or Option Right (as defined
below), as determined for each individual case.

A Stock Grant will entitle an executive officer to receive a specified proportion of FEMSA BD Units and shares of
Coca-Cola FEM SA which will be acquired by the Administrative Trust in either the New Y ork Stock Exchange or the
Mexican Stock Exchange, with the executive officer's deposited Special Bonus (a* Stock Grant”). Under the terms of
the Stock Incentive Plan, the ownership of the FEM SA BD Units and the shares of Coca-Cola FEM SA will vest upon
the executive officers on the 28" day of February over each of the next five years following the date of assignment of
the Stock Grant, at arate per year equivalent to the number of FEMSA BD Units and shares of Coca-Cola FEMSA
that can be acquired with 20% of the total value of each executive officer's Special Bonus.

An Option Right is an option acquired by the Administrative Trust in either the New Y ork Stock Exchange or the
Mexican Stock Exchange with an executive officer' s deposited Special Bonus, which shall entitle an executive officer
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to either: (a) acquire a certain number of FEM SA BD Units and shares of Coca-Cola FEM SA, at the exercise price
specified in the option or (b) receive a cash payment equivalent to the amount of increase in the market value of such
number of FEM SA BD Units and shares of Coca-Cola FEM SA, as compared to the exercise price specified in the
option (an “Option Right”). Under the terms of the Stock Incentive Plan, the Option Rights shall be exercisable on
the 28" day of February and the 31% day of August over each of the next five years following the date on which they
were granted, at ayearly rate equivalent to up to 20% of the total number of FEM SA BD Units and shares of
Coca-Cola FEM SA covered by each Option Right. If an Option Right is not exercised in full during a certain year,
any remaining unexercised part shall be exercisable over the next year, at the specified dates. If at the time of
expiration of an Option Right there are any remaining FEM SA BD Units and shares of Coca-Cola FEM SA over which
no option has been exercised, the remaining part of the option will be automatically exercised as specified in (b)
above and a cash payment will be made to the executive officer.

To this date no Option Rights have been granted by either the Company or its subsidiaries pursuant to the Stock
Incentive Plan. However, as specified above, if any future Option Rights are to be granted, they will be acquiredin
the market.

ITEM 13. INTEREST OF MANAGEMENT IN CERTAIN TRANSACTIONS

The Company obtained financial services and engaged in transactions for the purchase of fidelity bonds and
insurance coverage from subsidiaries of Grupo Financiero Bancomer, SA. de C.V., afinancia services holding
company of which, as of December 31, 1999, Ricardo Gugjardo Touché, aDirector of Coca-Cola FEMSA, isthe chief
executive officer and Juan Carlos Braniff Hierro, a Director of Coca-Cola FEM SA, isan executive officer. Seeltem 1,
“Description of Business—Related-Party Transactions.”

PART II
ITEM 14. DESCRIPTION OF SECURITIESTO BE REGISTERED
Not applicable.
PART Il
ITEM 15. DEFAULTSUPON SENIOR SECURITIES
Not applicable.
ITEM 16. CHANGESIN SECURITIESAND CHANGESIN SECURITY FOR REGISTERED SECURITIES
Not applicable.
PART IV
ITEM 17. FINANCIAL STATEMENTS

Referenceis made to Item 19(a) for alist of al financial statementsfiled as part of this Form 20-F.
ITEM 18. FINANCIAL STATEMENTS

Referenceis made to Item 19(a) for alist of al financial statementsfiled as part of this Form 20-F.
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ITEM 19. FINANCIAL STATEMENTSAND EXHIBITS

(@) List of Financial Statements Page
Report of INAEPENTENT ACCOUNTANES .......c.vcreeerieeerreeeereeee e sese s ses s bbb F-2
Consolidated Balance Sheet at December 31, 1999 and 1998..........cooveeeieeeeeeeeieeteeeee ettt s e e eseseaens F-3

Consolidated Income Statement For the Y ears Ended

December 31, 1999, 1998 AN 1997 .......c.ovvererererereereeeerseeessesessesessesessssessssessssesssssssessssesssssssssssessssesssessssssnssssnssssssssssees F-4
Consolidated Statement of Changesin Financia Position For

the Y ears Ended December 31, 1999, 1998 N0 1997 .......cuoeeeereuiiieereeeeeteeeteee et eesesteae et se e sesesse s s sese e sessesesnsens F-5
Consolidated Statement of Changesin Stockholders’ Equity

For the Y ears Ended December 31, 1999, 1998 aNd 1997 ........ooooveueeerrceeeeeeeeree st tesese s esss s e e ssssesssessssesenens F-6
Notesto the Consolidated Financial StALEMENTS* ..o es s F-7

*  All supplementary schedules relating to the registrant are omitted because they are not required or because the
reguired information, where material, is contained in the Financial Statements or Notes thereto.

(b) List of Exhibits
Exhibit No.

None
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S GNATURE
Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the registrant certifies that it
meets al the requirements for filing on Form 20-F and has duly caused this annual report to be signed on its behalf by
the undersigned, thereunto duly authorized.

Dated: June , 2000

COCA-COLA FEMSA, SA.deC.V.

By: /sl HECTOR TREVINO GUTIERREZ
Héctor Trevifio Gutiérrez
Chief Financial and Administrative Officer
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