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INTRODUCTION

References

Unless the context otherwise requires, the terms“ Coca-Cola FEM SA,” “our company,” “we,” “us,” and
“our” are used in this Annual Report to refer to Coca-Cola FEM SA, S.A. de C.V. and our subsidiarieson a
consolidated basis.

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

U.S. GAAP

We publish our financial statementsin Mexican pesos and prepare such financial statementsin accordance
with generally accepted accounting principlesin Mexico (“Mexican GAAP"). Mexican GAAP differ in certain
significant respects from generally accepted accounting principlesin the United States (“U.S. GAAP”). Notes21
and 22 to the Consolidated Financial Statements provide a description of the principal differences between Mexican
GAAP and U.S. GAAP asthey relate to our company and areconciliation to U.S. GAAP of mgjority net income and
majority stockholders’ equity.

Included elsewhere in this Form 20-F are our Consolidated Financial Statements. The Consolidated
Financial Statements were prepared giving effect to Bulletin B-10, “Recognition of the Effects of Inflation on
Financial Information,” and Bulletin B-12, “ Statement of Changes in Financial Position,” issued by the Mexican
Institute of Public Accountants. See “Item 3. Key Information—Selected Financial Data’ for a discussion of the
effects of Bulletins B-10 and B-12 on our financial statements.

Asaresult of our territorial acquisitions and the introduction of new productsin the past five years,
consolidated results of operations for 1996, 1997, 1998, 1999 and 2000 are not directly comparable.

Currency Translation

Coca-ColaFEM SA de Buenos Aires S.A., our wholly 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 de Buenos Aires with our other financial information for a
particular period, we translate such subsidiary’ sinformation using the product of the U.S. dollar/Argentine peso
exchange rate and the Mexican peso/U.S. dollar exchange rate, in each case asin effect at the end of such period.
Prior to 1998, we restated Coca-Cola FEM SA de Buenos Aires’ financial information for prior periods by applying
the Argentine Wholesale Price Index (*“AWPI”). Currently, we restate thisinformation for prior periods by applying
the Argentine Consumer Price Index (“ACPI”) and then translate 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. We believe that this method of consolidating our 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. 9.61 at December 31, 2000 (as
described below) and aU.S. dollar/Argentine peso exchange rate of $1.00 = A$1.00 at December 31, 2000, which
resulted in a Mexican peso to Argentine peso conversion rate of Ps. 9.61 to A$1.00.

References herein to “pesos’ or “Ps.” areto the lawful currency of Mexico. We publish our financial
statementsin pesos.

References hereinto “U.S. dollars,” “U.S. $" or “$” areto United States dollars. This Annua Report
contains translations 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 U.S. $1.00 to Ps. 9.61, the U.S. dollar/Mexican peso
exchange rate at which we were able to purchase U.S. dollars at December 31, 2000. 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, 2000, the Noon Buying Rate was Ps. 9.618 to U.S. $1.00. The peso/U.S. dollar exchangerate
historically has been highly volatile and, accordingly, the translation to U.S. dollars at the December 31, 2000
exchange rate may not accurately represent the financial condition of our company in U.S. dollar terms at alater
date. On June 18, 2001, the Noon Buying Rate was Ps. 9.053to U.S. $1.00. See“ltem 3. Key Information —
Exchange Rates” for information regarding exchange rates since January 1, 1996.

References herein to “Argentine pesos’ or “A$" are to the lawful currency of the Republic of Argentina,
commonly known as Argentina. The Federal Reserve Bank of New Y ork does not publish a noon buying rate for
Argentine pesos. At December 31, 2000, the offered selling rate for U.S. dollars of the Central Bank of Argentina
was A$1.00 to $1.00.

Theterm “billion” as used in this Annual Report means one thousand million. Certain amountsin this
Annual Report may not total due to rounding.

Forward-L ooking I nfor mation

This Annual Report containswords such as“believe,” “expect,” “anticipate” and similar expressions,
which identify forward-looking statements. Use of such words reflects our 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 our control, including, but not limited to, effects on our company from
changes in our relationship with our affiliated companies, movementsin the prices of raw materials, competition
with our bottling operations, significant developmentsin the Mexican or Argentine economic or political situations
or changesin our regulatory environment. Accordingly, we caution readers not to place undue reliance on these
forward-looking statements. In any event, these statements speak only as of their dates, and we undertake no
obligation to update or revise any of them, whether as aresult of new information, future events or otherwise.



Items 1-2. Not Applicable

Item 3. Key Information
SELECTED FINANCIAL DATA

The following table presents selected financial information of our company and our subsidiaries for each of
the periodsindicated. Thisinformation should be read in conjunction with, and is qualified in its entirety by
reference to, 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 as they relate to our company and a reconciliation to U.S. GAAP of
majority net income and majority stockholders’ equity.

Thefinancial statements at and for the years ended December 31, 2000, 1999 and 1998 of Coca-Cola
FEMSA de Buenos Aires were prepared in accordance with our 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). Coca-Cola FEM SA de Buenos Aires maintains its books in Argentine pesos. In order to consolidate
financial information for this subsidiary for a particular period with other financial information of our company, we
translate the subsidiary’ s information using the product of the U.S. dollar/Argentine peso exchange rate and the
peso/U.S. dollar exchange rate, in each case asin effect at the end of such period. Werestated the subsidiary’s
financial information for prior periods by applying the AWPI, but began restating the information in December 1998
by applying the ACPI. We then translate 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 Annual Report, all amounts recorded in Argentine pesos are translated into pesos using the product of aU.S.
dollar/Mexican peso exchange rate of $1.00 = Ps.9.61 and a U.S. dollar/Argentine peso exchange rate of
$1.00=A$1.00 for December 31, 2000, which resultsin a conversion rate of Ps.9.61 to A$1.00.

Included elsewhere in this Annual Report are our 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 Financia 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 us 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
(i) 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. We adopted the second option. Bulletin B-10
requires restatement of all financial statementsto 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 from the Consolidated Financial Statements set forth
below, have been stated or restated in constant pesos as of December 31, 2000. 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.

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



At or for the Year ended December 31,9

2000 2000 1999 1998 1997 1996

(millions of U.S. dollarsor constant M exican pesos
at December 31, 2000 except per share data)
Income Statement Data:

Mexican GAAP

Net SAlES ... $1,717.2 Ps16,501.8 Ps.15,100.4 Ps.14,366.3 Ps12,536.1 Ps.11,393.2
Total revenues.........cccoveveveene. 1,725.8 16,584.8 15,155.2 14,477.4 12,642.0 11,433.8
Cost of sales 856.0 8,225.7 7,989.5 7,994.2 6,879.3 6,465.8
(€170'55] o]0 11 S 869.8 8,359.0 7,165.7 6,483.2 5,762.7 4,968.0
Operating expenses.................. 551.7 5,301.4 4,827.2 4,476.5 3,960.8 3,820.3
Goodwill amortization............. 12.2 117.3 125.5 133.8 107.5 101.6
Income from operations.......... 306.0 2,940.3 2,213.0 1,872.9 1,694.4 1,046.1
Net inCome........cccveevcreeniennas 134.4 1,292.0 1,044.4 739.2 976.0 837.8
Majority income.........coceveurerenee 134.4 1,292.0 1,044.4 739.2 944.5 806.5
Majority income per share®®... 0.09 0.91 0.73 0.52 0.66 0.57
U.S. GAAP

Net SaAleS ... $1,717.2 Ps16,501.8 Ps15,416.3 Ps.15441.3 Ps13,389.6 Ps.12,890.8
Total revenues.........cccovevervenne. 1,725.8 16,584.8 15,473.2 15,576.9 13,515.6 12,941.2
Income from operations®...... 297.2 2,856.4 2,110.0 1,839.1 1,667.6 979.5
Net iNCOME....ccvrrereererereeirirenes 145.5 1,398.5 1,066.5 561.4 941.7 875.9
Majority income.........coeveeerurenee 1455 1,398.5 1,066.5 561.4 903.6 830.8
Majority income per share®... 0.10 0.98 0.75 0.39 0.63 0.58
Balance Sheet Data:

Mexican GAAP

Total assetS.....cccoveeeevecenirnnenn $1,3285 Ps12,767.2 Ps11,908.3 Ps.12,208.4 Ps11,5545 Ps.10,975.1
Long-term debt.........ccccoeerrnnenae 305.5 2,935.7 3,130.3 3,685.1 3,627.0 4,292.7
Majority stockholders' equity 667.0 6,410.3 6,276.6 5,504.1 5,091.0 4,549.4
Total stockholders’ equity ...... 667.0 6,410.3 6,276.6 5,504.1 5,091.0 5,031.3
U.S. GAAP

Total assetS....covvveeeevereeieenn, $1,3724 Ps13,188.8 Ps12513.1 Ps13,183.1 Ps12,381.6 Ps.12,146.5
Long-term debt 305.5 2,935.7 3,131.6 3,695.2 3,643.7 4,339.5
Magjority stockholders' equity 674.8 6,485.0 5,509.6 5,028.1 4,719.8 4,245.9
Total stockholders’ equity ...... 674.8 6,485.0 5,509.6 5,028.1 4,719.8 4,774.6
Other Data:

Mexican GAAP

Depreciation ........ccocovveeeecurenenee $ 734 Ps. 7052 Ps. 6041 Ps. 4629 Ps. 3748 Ps. 3329
Capital expenditures................. 93.6 900.0 943.5 1,692.1 1,530.3 1,679.6
U.S. GAAP

Depreciation........cocovveeverninenee $ 734 Ps. 7052 Ps. 6195 Ps. 5051 Ps. 4023 Ps. 354.2
Capital expenditures 93.6 900.0 953.1 1,754.2 1,794.8 2,390.7

@ The gain on monetary position, resulting from the liabilities incurred in connection with the acquisition of Coca-Cola FEMSA de 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.

@ Mgjority income per share was computed on the basis of 1,425 million shares outstanding after giving effect to the 3 to 1 stock split
effected on January 9, 1998. See “—Dividends and Dividend Policy.”

®  Weinclude employee profit sharing as part of income from operations for purposes of U.S. GAAP.



Exchange Rates

The following tables set forth, for the periods indicated, the period-end, average, high and low noon buying
rate as published by the Federal Reserve Bank of New Y ork, 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 Low Average™ Period End
8.05 7.33 7.63 7.88
8.05 7.74 7.92 7.96
10.63 8.04 9.15 9.90
10.60 9.24 9.56 9.48
10.09 9.18 9.47 9.62
First Quarter 2001 (January 1 —March 31) 9.97 9.49 9.62 9.49
@ Average of end of month rates.
Exchange Rate
High L ow
2000:
9.6400 9.4015
9.5970 9.3540
9.3630 9.1825
9.5010 9.2900
9.6270 9.3340
10.0870 9.4900
9.5570 9.3290
9.3880 9.1830
9.4750 9.2075
9.6960 9.3990
9.6480 9.3710
9.6180 9.3700
2001
9.9720 9.6650
9.7800 9.6570
9.7060 9.4850
9.4225 9.1870
9.2915 8.9460
9.1800 9.0450

@ From the period beginning June 1, 2001 until June 18, 2001.

Unless otherwise indicated, U.S. dollar amounts have been translated from pesos at arate of U.S. $1.00 to
Ps. 9.61, the U.S. dollar/Mexican peso exchange rate at which we were able to purchase U.S. dollars at
December 31, 2000.

Since November 1991, Mexico has had a free 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 fluctuationsin the exchange rate. 1n December 1994, the Mexican 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
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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. The
fall 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 a few days.
During 1998, the foreign exchange markets experienced volatility as aresult of the financial crisesin Asiaand
Russia and the financial turmoil in countries such as Brazil and V enezuela.

During 1999 and 2000, the peso has been relatively stable each year largely due to the supporting factors
of: (i) high U.S. demand for Mexican exports during most of 1999 and 2000 and (ii) increased confidence of
international investors (partially due to the 2000 presidential election process and outcome) resulting in a strong
increase in foreign investment in Mexico. Despite the recent improvementsin Mexico' s macroeconomic
performance, we 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.

We pay all cash dividendsin pesos. Asaresult, exchange rate fluctuations will affect the U.S. dollar
amounts received by holders of our ADSs on conversion by the depositary for our ADSs 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 our shares on the Mexican Stock Exchange and,
consequently, have also affected the market price of our 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, a
three-for-one stock split of our common stock was effected. Accordingly, all historical weighted average share and
per share amounts have been restated to reflect the stock split.

Pesos per Shar e (nominal) U.S. dollarsper Share
0.031 0.004
0.070 0.009
0.096 0.011
0.123 0.013
0.153 0.015

On March 1, 2001, the holders of our Series A Shares and our Series D Shares approved a cash dividend of
Ps. 0.205 per share for 2000 earnings payable to holders of Series A Shares, Series D Shares and Series L Shares.
Such dividend was paid on March 28, 2001.

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



RISK FACTORS

Risks Related to our Company
Our company’ s business depends significantly on our relationship with The Coca-Cola Company.

Approximately 99% of our net salesin 2000 were derived from the distribution of Coca-Colatrademark
beverages. We produce, market and distribute Coca-Colatrademark beverages through standard bottler agreements.
These bottler agreements with The Coca-Cola Company cover all of our present territories. Through its rights under
the bottler agreements, The Coca-Cola Company has the ability to exercise substantial influence over the conduct of
our business. See*“Item 4. Information on the Company—Bottler Agreements.”

Under our bottler agreements, The Coca-Cola Company may set the price for its concentrate unilaterally.
Furthermore, in conjunction with The Coca-Cola Company, we prepare athree-year general business plan that is
submitted to our board of directors for approval. The Coca-Cola Company may require that we demonstrate our
financial ability to meet our plans and may terminate our rightsto produce, market and distribute soft drinksin
territories with respect to which such approval iswithheld. We are prohibited from bottling any soft drink product
except under the authority of, or with the consent of, The Coca-Cola Company. The Coca-Cola Company has the
exclusive right to import and export Coca-Colatrademark beverages to and from Mexico and Argentina. In
addition, we may not transfer control of our bottling rights for aterritory without the consent of The Coca-Cola
Company.

We are dependent on The Coca-Cola Company to renew our bottler agreements. The two Mexican bottler
agreements have terms of ten years and will each expire on June 20, 2003. The Buenos Aires bottler agreement also
has aterm of ten years and will expire on September 1, 2004. Our bottler agreements are automatically renewable
for subsequent ten-year terms, subject to non-renewal by either party with notice to the other party. Our bottler
agreements, and therefore our right to distribute Coca-Colatrademark beverages, are subject to termination by The
Coca-Cola Company in the event of default by us or upon expiration at their term. No assurance can be given that
our bottler agreements will be renewed upon the expiration of their respective terms. Non-renewal of the bottler
agreements would have a material adverse effect on our business, financial condition and results of operations. See
“Item 4. Information on the Company—Bottler Agreements.”

The Coca-Cola Company and FEMSA have substantial influence on the conduct of our business.

The cumulative effect of our relationships with The Coca-Cola Company and Fomento Econémico
Mexicano, S.A. de C.V., aMexican beverage company commonly known as FEM SA, gives each of these
corporations significant influence on the conduct of our business and gives them, together, the ability to control our
company. The Coca-Cola Company indirectly owns 30% of our outstanding capital stock, representing 37% of the
voting rightsin our company. The Coca-Cola Company is entitled to appoint four of our 16 directors and certain of
our executive officers and except under limited circumstances, has the power to veto significant decisions of our
board of directors. FEMSA indirectly owns 51% of our outstanding capital stock, representing 63% of the voting
rightsin our company. FEMSA isentitled to appoint 11 members of our board of directors and certain of our
executive officers. The Coca-Cola Company and FEM SA together, or FEM SA acting alone in certain limited
circumstances, thus have the power to determine the outcome of all actions requiring approval by our board of
directors, and FEM SA and The Coca-Cola Company together, except in certain limited situations, have the power to
determine the outcome of all actions requiring approval of our shareholders. See“ltem 7. Mgjor Shareholders and
Related Party Transactions—Mgjor Shareholders’ and “—The Sharehol ders Agreement.”

If reinstated by the Mexican government, voluntary price restraints or statutory price controls would limit our
ability to increase prices and may have an adverse effect on our results.

Prior to November 1992, carbonated soft drinks were subject to statutory price controlsin Mexico. From
November 1992 to December 1995, the industry was subject to voluntary price restraints, which effectively limited
our ability to increase prices in the Mexican market without the consent of the Mexican government. Price increases
for certain beverage presentations were negotiated between the Mexican government and the Asociacién Nacional



de Productores de Refrescos y Aguas Carbonatadas, A.C. (the National Association of Bottlers). Based on an
agreement between the Mexican government and the National Association of Bottlers, since January 1, 1996,
Mexican bottlers have been free to set prices for all presentations without governmental participation. We can give
no assurance that the Mexican government will not reimpose voluntary price restraints or statutory price controls.
See “Item 4. Information on the Company—Regul ation—Price Controls.”

Awater supply shortage could adversely affect our business.

Water is an essential component of soft drinks. In Argentina, we obtain water from municipal water
companies, and we do not currently require a permit by the Argentine government to acquire thiswater. In Mexico,
we both purchase water from municipal water companies and pump water from our own wells pursuant to
concessions granted by the Mexican government. We obtain approximately 90% and 100%, respectively, of the
water used in our soft drink production in the Valley of Mexico and the Southeast Territory pursuant to these
concessions, which the Mexican government granted based on studies of the existing and projected groundwater
supply. Limited availability of water was afactor in our decision to close our plant in Tuxtla Gutierrez, Chiapasin
1989 and transfer production to our nearby plant at San Cristdbal de las Casas, Chiapas. Our existing water
concessions may be terminated by the Mexican government under certain circumstances. See“Item 4. Information
on the Company—Regul ation—Water Supply Law.”

We believe that our existing water supply satisfies our current water requirementsin Mexico and
Argentina. We cannot assure you, however, that groundwater will be available in sufficient quantities to meet our
future production needs, or that our concessionsin Mexico, or permitsin Argentinaif required in the future, will not
be terminated by the Mexican or Argentine governments or prove insufficient to meet our water supply needs.

Increasesin the price of sugar or high fructose corn syrup may increase our cost of sales and may adversely affect
our results of operations.

Sugar is one of the principal raw materials that we use to produce soft drinks. We may also use high
fructose corn syrup (“HFCS") as a sweetener in our products. Increasesin the price of sugar or HFCS, including
increases that may occur in the event that import duties change or import restrictions on sugar or HFCS are imposed
in Mexico or Argentina, will increase our cost of sales and adversely affect net earningsto the extent we are unable
toincrease our sales prices. We cannot assure you that there will not be price increases or that import restrictions on
sugar or HFCS will not be imposed or that the level of import duties will not be increased. See“Item 4.

Information on the Company—Raw Materials.”

A shortage of supplies or materials used in the production of our products could adver sely affect our business.

Pursuant to the bottler agreements with The Coca-Cola Company, we are required to purchase concentrate
exclusively from The Coca-Cola Company. In addition, we must purchase other supplies, including containers,
closures, cases, cartons and other packages and labels, only from manufacturers approved by The Coca-Cola
Company. See*“Item 4. Information on the Company—Raw Materials.” None of the materials or supplies that we
useis presently in short supply, although the supply of specific materials could be adversely affected by strikes,
weather conditions, governmental controls or national emergency situations. Any shortage of these supplies or
materials could adversely affect our business, results of operations, prospects and financial condition.

Competition from other bottlersin Mexico and Buenos Aires could adver sely affect our business.

The beverage industries in the Mexican and Buenos Aires Territories are highly competitive. Our principal
competitorsin the Mexican Territories are bottlers of PepsiCo., whose territories are not coextensive with our own.
Our principal competitor in Buenos Aires is Buenos Aires Embotelladora S.A. (“BAESA”), alarge PepsiCo. bottler.
In addition, in each of our territories we compete with various other bottlers and distributors of nationally and
regionally advertised soft drinks. Our ability to maintain existing prices or implement price increases depends to a
great extent on competitive conditions and the effect of such prices on sales volume. Price discounting has been a
means of maintaining or increasing sales volume share, particularly in Buenos Aires, but may have an adverse effect
on our results of operations. Although we believe that we are well positioned to meet our objective of maintaining



or increasing our sales volume at satisfactory price levelsin the various territories in which we compete, competition
islikely to continue, and we can give no assurance that we can meet such objective or that price discounting will not
continue to have an adverse effect on our results of operations.

Our compliance with environmental regulationsin Mexico and Argentina could result in material adver se effects on
our results of operations or financial condition.

Environmental laws and regulations and their enforcement are becoming increasingly more stringent in
both Mexico and Argentina. To the extent that any increased costs of compliance and remediation cannot be passed
on to our customers, such costs may have a material adverse effect on our future results of operations or financial
condition.

Risks Related to our Controlling Shareholders and Capital Structure

A significant percentage of our outstanding capital stock and all of the voting rights are held by FEMSA and The
Coca-Cola Company, which effectively control the management of our company and whose interests may differ from
those of our other shareholders.

The Coca-Cola Company indirectly owns 30% of our outstanding capital stock, representing 37% of the
voting rightsin our company, and FEM SA indirectly owns 51% of our outstanding capital stock, representing 63%
of the voting rightsin our company. Consequently FEM SA acting a one or both The Coca-Cola Company and
FEM SA acting together have the power to elect amgjority of the members of our board of directors and play a
significant or controlling rolein the outcome of substantially all mattersto be decided by our shareholders. The
interests of The Coca-Cola Company and FEM SA may differ from those of our other shareholders. See“ltem 7.
Major Shareholders and Related Party Transactions—Major Shareholders” and “Item 10. Additional Information—
Bylaws—Voting Rights.”

Holdersof our Series L Shares have limited voting rights.

Holders of our Series L Shares are entitled to vote only in limited circumstances. They generally may elect
one of our sixteen directors and are only entitled to vote on specific matters, such as changesin our corporate form,
certain mergers involving our company and the cancellation of the registration of our shares. See“Item 7. Major
Shareholders and Related Party Transactions—Major Shareholders” and “Item 10. Additional Information—
Bylaws—Voting Rights.” In addition we can give no assurance that holders of our ADSs will receive notices of
shareholder meetings from The Bank of New Y ork, the depositary for our ADSs, with sufficient time to enable such
holdersto return voting instructions to the depositary in atimely manner.

Holders of our ADSs may not be able to participate in any future preemptive rights offerings and as a result may be
subject to a dilution of equity interest.

Our shares are traded on the New Y ork Stock Exchange in the form of ADSs. Each ADS represents ten
Series L Shares. Under Mexican law, if we issue new shares for cash as a part of a capital increase, we must
generally grant our shareholders the right to purchase a sufficient number of sharesto maintain their existing
ownership percentage. Rightsto purchase sharesin these circumstances are known as preemptiverights. We may
not legally be permitted to allow holders of our ADSsin the United States to exercise any preemptive rightsin any
future capital increases unless (i) we file aregistration statement with the U.S. Securities and Exchange Commission
(the “SEC”) with respect to that future issuance of shares or (ii) the offering qualifies for an exemption from the
registration requirements of the U.S. Securities Act of 1933. At thetime of any future capital increase, we will
evaluate the costs and potential liabilities associated with filing a registration statement with the SEC, aswell asthe
benefits of preemptive rights to holders of our ADSsin the United States and any other factors that we consider
important in determining whether to file aregistration statement.

We can give no assurance that we will file aregistration statement with the SEC to allow holders of our

ADSsin the United Statesto participate in a preemptive rights offering. In addition, under current Mexican law,
sales by the depositary of preemptive rights and distribution of the proceeds from such salesto ADS holders are not
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possible. Asaresult, the equity interest of our ADS holders would be diluted proportionately. See*“Item 10.
Additional Information—Bylaws—Preemptive Rights.”

It may be difficult to enforce civil liabilities against us or our directors, officers and controlling persons.

We are organized under the laws of Mexico, and most of our directors, officers and controlling persons
reside outside the United States. In addition, a substantial portion of our assets and their assets are located in
Mexico. Asaresult, it may be difficult for investorsto effect service of process within the United States on such
persons or to enforce judgments against them, including in any action based on civil liabilities under the U.S. federal
securitieslaws. Thereisdoubt as to the enforceability against such personsin Mexico, whether in original actions
or in actionsto enforce judgments of U.S. courts, of liabilities based solely on the U.S. federal securitieslaws.

The protections afforded to minority shareholdersin Mexico are different fromthose in the United States.

Under Mexican law, the protections afforded to minority shareholders are different from those in the
United States. In particular, the law concerning fiduciary duties of directorsis not well developed, thereisno
procedure for class actions or shareholder derivative actions, and there are different procedural requirements for
bringing shareholder lawsuits. Asaresult, in practice it may be more difficult for our minority shareholders to
enforce their rights against us or our directors or controlling shareholders than it would be for shareholders of aU.S.
company.

We have significant transactions with affiliates, particularly The Coca-Cola Company and FEMSA, that create
potential conflicts of interests.

We engage in transactions with subsidiaries of both FEM SA and The Coca-Cola Company. Our
transactions with FEM SA include supply agreements under which we purchase certain supplies and equipment, a
service agreement under which aFEM SA subsidiary transports finished products from our production facilitiesto
our distribution facilitiesin Mexico, and a service agreement under which a FEM SA subsidiary provides
administrative services to our company. In addition, we have entered into a cooperative marketing arrangement
with The Coca-Cola Company. See“ltem 7. Major Shareholders and Related Party Transactions—Related Party
Transactions.” Transactions with affiliates may create the potential for conflicts of interest. We have not
established specific procedures applicable to transactions with affiliates to guard against conflicts of interest, but we
have in practice sought to engage in such transactions on an arms-length basis.

Holders of ADSs are not entitled to attend shareholders’ meetings, and they may only vote through the depositary.

Under Mexican law, a shareholder isrequired to deposit its shares with a Mexican custodian in order to
attend a shareholders’ meeting. A holder of ADSswill not be able to meet this requirement, and accordingly is not
entitled to attend shareholders' meetings. A holder of ADSsis entitled to instruct the depositary as to how to vote
the shares represented by ADSs, in accordance with procedures provided for in the deposit agreement, but a holder
of ADSswill not be ableto voteits shares directly at a shareholders’ meeting or to appoint a proxy to do so.

Our bylaws restrict the ability of non-Mexican shareholders to invoke the protection of their governments with
respect to their rights as shareholders.

Asrequired by Mexican law, our bylaws provide that non-Mexican shareholders shall be considered as
Mexican in respect of their ownership interestsin our company and shall be deemed to have agreed not to invoke the
protection of their governmentsin certain circumstances. Under this provision, anon-Mexican shareholder is
deemed to have agreed not to invoke the protection of his own government by asking such government to interpose
adiplomatic claim against the Mexican government with respect to the shareholder’ srights as a shareholder, but is
not deemed to have waived any other rightsit may have, including any rights under the U.S. securities laws, with
respect to itsinvestment in our company. If you invoke such governmental protection in violation of this agreement,
your shares could be forfeited to the Mexican government.
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Developments in other emerging market countries may affect prices of our ADSs.

Asisthe case with respect to securities of issuers from other emerging markets, the market value of
securities of Mexican companiesis, to varying degrees, affected by economic and market conditionsin other
emerging market countries. Although economic conditionsin such countries may differ significantly from
economic conditionsin Mexico, investors' reactions to developmentsin any of these other countries may have an
adverse effect on the market value of securities of Mexican issuers. In recent years, prices of both Mexican debt
securities and Mexican equity securities dropped substantially as aresult of developmentsin Russia, Asiaand
Brazil. There can be no assurance that the market value of the ADSs and Series L Shares would not be adversely
affected by events elsewhere, especially in emerging market countries.

Exchange rate fluctuations may affect the value of our securities.

Fluctuations in the exchange rate between the peso and the U.S. dollar will affect the U.S. dollar value of
an investment in our equity securities and of dividend and other distribution payments on those securities. See
“—Key Information—Exchange Rates.”

Risks Related to Mexico
Economic developments in Mexico may adver sely affect our business and results of operations.

We are a Mexican corporation, and with the exception of our Argentine subsidiary, our subsidiaries are also
Mexican corporations. Asaresult, our business may be significantly affected by the general condition of the
Mexican economy, by devaluation of the peso, by inflation and high interest ratesin Mexico, or by political
developmentsin Mexico.

Mexico has experienced adver se economic conditions.

Mexico experienced a severe economic crisis following the devaluation of the peso in December 1994. In
recent years, economic crisesin Asia, Russia, Brazil and other emerging markets have adversely affected the
Mexican economy and could do so again. In 1999, Mexico's gross domestic product, or GDP, increased 3.7% and
inflation was 12.3%. In 2000, inflation declined to 9.0%, and according to preliminary figures, real GDP increased
by 6.9% in real termsin 2000, as compared with 1999,

If the Mexican economy fallsinto arecession or if inflation and interest rates increase significantly, our
business, financial condition and results of operations could suffer material adverse consequences because, among
other things, demand for soft drink beverages may decrease as consumers find it more difficult to pay for our
products.

Depreciation of the peso relative to the U.S. dollar could adversely affect our financial condition and results of
operations.

Our sales volume may decrease following a significant devaluation or depreciation of the peso if
consumption of soft drink beverages declinesasaresult. Although the value of the peso relativeto the U.S. dollar
has stabilized since 1998, any future depreciation or devaluation of the peso islikely to reduce our sales volume,
which may have a material adverse effect on our results of operations.

Declinesin the value of the peso relative to other currencies increase our interest costsin pesosrelative to
our indebtedness denominated in such other currencies. Such declines could also cause usto register foreign
exchange losses and could adversely affect our ability to meet our interest and principal obligations under our
indebtedness. Asof December 31, 2000, all of our indebtedness was denominated in U.S. dollars, and we may in
the future incur additional non-peso-denominated indebtedness. The value of the peso has been subject to
significant fluctuations with respect to the U.S. dollar in the past and may be subject to significant fluctuationsin the
future. For example, from January 1, 1995 to March 31, 1996, the Mexican peso depreciated 50.8% to Ps. 7.5375



per U.S. dollar and fluctuated from ahigh, relative to the U.S. dollar, of Ps.5.00 to alow, relative to the U.S. dollar,
of Ps.8.14.

Furthermore, severe deval uation or depreciation of the peso may also result in disruption of the
international foreign exchange markets and may limit our ability to transfer or to convert pesosinto U.S. dollars and
other currencies for the purpose of making timely payments of interest and principal on our indebtedness. While the
Mexican government does not currently restrict, and for many years has not restricted, the right or ability of
Mexican or foreign persons or entities to convert pesosinto U.S. dollars or to transfer other currencies out of
Mexico, the government could institute restrictive exchange rate policies in the future. To the extent that there are
currency fluctuations, they are likely to continue to have an effect on our financial condition, results of operations
and cash flows in future periods.

Although the value of the peso/U.S. dollar exchange rate has stabilized in recent years, we can give no
assurance that the peso will not depreciate in value relative to the U.S. dollar in the future.

High levels of inflation and high interest ratesin Mexico could adver sely affect our financial condition and results
of operations.

Mexico has experienced high levels of inflation in recent years. The annual rate of inflation, as measured
by changes in the National Consumer Price Index, was 18.6% for 1998, 12.3% for 1999, and 9.0% for 2000. On
June 12, 2001, the 28-day Cetes rate was 10.39%. High interest ratesin Mexico may adversely affect our costs and
thus our financial condition and results of operations.

Palitical eventsin Mexico, including the recent transition to a new presidential administration, could affect Mexican
economic policy and our operations.

Mexican political events may also significantly affect our operations and the performance of Mexican
securities, including our securities. Inthe Mexican national elections held on July 2, 2000, Vicente Fox of the
opposition Partido Accién Nacional (National Action Party or PAN) won the presidency. Hisvictory ended more
than 70 years of presidential rule by the Partido Revolucionario Institucional (the Institutional Revolutionary Party
or PRI). Neither the PRI nor the PAN succeeded in securing amajority in the Congress or Senate.

President Fox assumed office on December 1, 2000, and to date, there has not been a change within the
Mexican government that has resulted in changesin Mexico’s economic policiesthat may adversely affect our
business. A changein economic policy, aswell as currency instability, could have a material adverse effect on our
business, financial condition, prospects and results of operation.

Risks Related to Argentina
Economic devel opments in Argentina may adver sely affect our business and results of operations.

A substantial portion of our operations and properties are located in Argentina. Asaresult, our business
may be significantly affected by the general condition of the Argentine economy or by political developmentsin

Argentina

Argentina has experienced adver se economic conditions, and developmentsin the Argentine economy could
adversely affect our business and results of operations.

The Argentine economy has been in a period of recession for the past three years. During 2000,
Argentina’ s gross domestic product decreased 0.5%, whileinflation fell 0.9% as measured by the consumer price
index and increased 3.8% as measured by the wholesal e price index.

Argentina experienced high rates of inflation in the 30 years prior to 1991, resulting in significant

devaluations of its currency. Although Argentina has developed a number of corrective mechanismsto reduce the
negative effects of inflation, periods of substantial inflation have had and may continue to have significant effects on
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the Argentine economy and Coca-Cola FEM SA de Buenos Aires. While the Argentine government’s economic
program has substantially reduced the levels of inflation for amore prolonged period than past economic programs,
there can be no assurance that inflation will continue at such relatively reduced rates over the long term.

Asaresult of inflationary pressures, the Argentine currency was devalued numerous times prior to 1991.
Although over long periods, devaluations have generally correlated with the rates of inflation, over shorter periods,
such governmental actions have resulted in significant fluctuationsin the real currency exchange rate between the
Argentine currency and the U.S. dollar. Since April 1, 1991, the Argentine currency has been freely convertible into
U.S. dollars under a convertibility plan whereby the Argentine government is obligated by law to sell U.S. dollars at
afixed rate of not more than one Argentine peso per U.S. dollar. However, on April 16, 2001, a legislative proposal
was submitted to the Argentine Congress to modify the current convertibility plan, proposing that the Argentine
peso be convertible for the U.S. dollar equivalent of the simple value average of one U.S. dollar and one European
euro, rather than on the current one-to-one basis, if and when the European euro and U.S. dollar achieve parity in
terms of value. We can give no assurance that this proposal will be enacted in Argentina, or that it will not result in
adevaluation of the Argentine currency.

Because domestic demand for our products broadly reflects prevailing conditions in the Argentine
economy, contraction in the domestic economy may reduce demand for our soft drink products and may adversely
affect our business. If the Argentine economy continues to experience extended periods of slow or negative growth
or experiences significant inflation and a devaluation of the Argentine peso, our business, financial condition and
results of operations could suffer material adverse conseguences.

Political eventsin Argentina could affect Argentine economic policy and our operations.

The Argentine government has historically exercised significant influence over the Argentine economy,
and governmental actions concerning the economy will continue to have an important effect on companies operating
in Argentina, including our subsidiary, Coca-Cola FEMSA de Buenos Aires.

In addition to the slow or negative economic growth which the Argentine economy has experienced
recently, the Argentine political and regulatory environment has also exhibited instability. In October 2000,
Argentina’s president, President de la RUa, replaced several ministers and restructured his cabinet. The Argentine
government recently enacted several laws and other government and tax reform initiatives designed to limit primary
and public spending, increase liquidity in the banking systems, encourage business investment, and further
deregulate the Argentine economy. Moreover, in March 2001, the Argentine Congress passed the Law of
Delegation of Legislative Authority, which delegated to the executive branch broad powers to enact measures and
structural reformsto curtail Argentina s current economic conditions.

We can give no assurance that future developmentsin Argentine economic policy will not have a material
adverse effect on our business, financial condition, prospects and results of operations.
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Item 4. Information on the Company
THE COMPANY
Corporate Background

We are organized under the laws of Mexico. Our headquarters are located at Guillermo Gonzal ez
Camarena No. 600, Col. Centro de Ciudad Sante F€, Delegacion Alvaro Obregén, Mexico, D.F., 01210, Mexico.

Our majority shareholder is Grupo Industrial Emprex, S.A. de C.V., commonly known as Emprex, awholly
owned subsidiary of FEMSA. FEMSA tracesits origins to Cerveceria Cuauhtémoc, Mexico' sfirst brewery, which
was founded in 1890 by four Monterrey businessmen, Isaac Garza, Francisco G. Sada, José A. Muguerza and José
M. Schnaider. FEMSA isstill 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 our company.
At that time, the acquired subsidiaries had 13 distribution centers operating 701 distribution routes, and production
capacity of the acquired subsidiaries was 83 million physical cases. Asof December 31, 2000, we operated 68
distribution centers servicing approximately 1,745 distribution routesin Mexico and Argentina (including 155 third
party distribution routes in Argentina) with an annual sales volume of 582.6 million unit cases.

On October 31, 1991, Emprex transferred the shares of its operating subsidiaries engaged in the soft drink
business, not including mineral water operations, to FEMSA Refrescos, S.A. de C.V ., the subholding company that
became our company. 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 a note 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 our
company in return for 90,250,000 Series L Shares. Emprex made an additional contribution of capital in the amount
of Ps. 11.6 million (innominal 1993 pesos, approximately $3.7 million) in exchange for 11,128,980 Series A Shares
as of that date. We used the proceeds of these transactions to retire a portion of our outstanding debt obligationsto
Emprex, as well asthe debt owed by our subsidiaries to Emprex.

Consistent with our goals of maximizing long-term profitability and growth and enhancing our competitive
position, Emprex agreed to the subscription of 30% of our capital stock by the Inmex Corporation, an indirect
subsidiary of The Coca-Cola Company. On June 21, 1993, Inmex subscribed to 142,500,000 Series D Shares for
$195 million and, together with Emprex and The Coca-Cola Company, entered into certain agreements, including a
shareholders agreement, that give The Coca-Cola Company an important role in the management of our company
and afinancial interest in our future. We repaid the remainder of our debt obligations to Emprex in June 1993 with
the proceeds of thistransaction. See“Item 7. Major Shareholders and Related Party Transactions—Major
Shareholders—The Shareholders Agreement.”

In September 1993, we completed an initial public offering of our Series L Shares on the Mexican Stock
Exchange and our ADSs on The New Y ork Stock Exchange, Inc.

In aseries of transactions between 1994 and 1997, we acquired 100% of Coca-Cola FEM SA de Buenos
Aires from The Coca-Cola Export Corporation, a subsidiary of The Coca-Cola Company, for an aggregate purchase
price of approximately A$336.7 million (in nominal 1994 and 1997 Argentine pesos). We expanded our Argentine
operationsin February 1996 when we acquired the former SanIsidro Refrescos, S.A. (“SIRSA”) territories,
including certain properties of Refrescos del Norte, S.A. (“RDN"). In 1998, in conjunction with the SIRSA
transaction, we began servicing all of RDN’s accounts. Through these transactions, we expanded our Argentine
operations to include the San Isidro and Pilar areas in aregion contiguous to our Buenos Aires Territory.

We expanded our Mexican operationsin November 1997 by acquiring 100% of the capital stock of
Embotelladora de Soconusco, S.A. de C.V., known as the Tapachula Franchise, a bottler in the Tapachula area of the
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state of Chiapasin Southern Mexico. With this acquisition, we service the entire state of Chiapas as part of our
Mexican Territories.

Business Strategy

We are the second largest bottler of Coca-Colatrademark beveragesin Latin Americain terms of sales
volume.

We seek to provide our shareholders with an attractive return on their investment by increasing our
profitability. The key factorsin achieving profitability are increasing the sales volume of our products at a
competitive price while improving the efficiency of our operations by implementing the best practices throughout
our company. To achieve these goals we continue our effortsin:

I mplementing marketing strategies and programs designed to increase consumer demand for our
products;

Expanding and enhancing 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

Enhancing the quality of management at all levels.

We seek to increase per capita consumption of soft drinks in the territories in which we operate. To that
end, our marketing teams continue to devel op sales strategies tailored to the different characteristics of our various
territories and channels. See “—Marketing—Channel Marketing.” In addition, because we view our relationship
with The Coca-Cola Company asintegral to our business strategy, we use market information systems and strategies
developed by The Coca-Cola Company to improve our coordination with the worldwide marketing efforts of The
Coca-Cola Company. See“—Marketing—Channel Marketing.”

We continue to develop our product portfolio to better meet market demand and increase our overall
profitability. To stimulate and respond to consumer demand, we continue to introduce new products and new
presentations. See “—The Company—Our Products.” We also seek to increase placement of refrigeration
equipment, including promotional displays, through the strategic placement of such equipment in retail outletsin
order to showcase and promote our products.

In our facilities, we seek to rationalize our bottling capacity to improve the efficiency of our operations. As
part of this plan, we closed several under-utilized plants and shifted bottling production to other existing facilities.
At the same time, we are expanding bottling capacity at one of our plants to utilize our existing assets more
efficiently. See“—Description of Property.”

We have a capital expenditure program that includesinvestmentsin production and distribution facilities
and information systems. We believe that this program will allow usto maintain the capacity and flexibility to
create and respond to consumer demand for non-alcoholic beverages. In 2000, our capital expenditure program
reached Ps. 900 million (approximately U.S. $94 million), a 4.6% decrease over 1999. See“—Capital
Expenditures.”

In each of our facilities, we seek to increase productivity through infrastructure and process reengineering

for improved asset utilization. To thisend, our engineers have devel oped a production master plan for our company
and are reconfiguring existing production sites, warehouse locations and information systems.
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As part of our plan to increase sales volume, we may consider the possibility of acquiring additional
Coca-Colabottler territories where such opportunities arise and when they fit into our financial plans. Inthisregard,
we continually evaluate the potential attractiveness of bottler territories located in Latin America. However, we
cannot give any assurances that any such acquisition will occur. See “—Corporate Background” and “Item 7.

Major Shareholders and Related Party Transactions—T he Shareholders Agreement.”

Finally, we focus on management quality as a key element of our growth strategies and remain committed
to fostering the development of quality management at all levels. Both FEMSA and The Coca-Cola Company
provide us managerial experience and depth. To build upon these skills, we also offer management training
programs and programs designed to enhance our executives’ abilities.

Our Markets
Our subsidiaries operate in three geographically defined territories:

Valley of Mexico Territory: Comprised of the Mexico City metropolitan area, including a substantial portion of
the adjacent State of Mexico.

Southeast Territory: Comprised of the States of Tabasco and Chiapas and portions of the States of Oaxacaand
Veracruz.

Buenos Aires Territory: Comprised of the Federal District of Buenos Aires, Argentina and a significant part of
the greater Buenos Aires metropolitan area.

The Valley of Mexico Territory and the Southeast Territory together compose our Mexican Territories.
The following maps show the locations of our territories at December 31, 2000.

Mexican Territories

Valley of Mexico Southeast M exico
} -

Production Assets ELQdu.QI‘.mD.AE‘s.
Production Plants 4 Production Plants 4
Production Lines 16 Production Lines 7
Distribution Routes 1,083 Distribution Routes 451
Distribution Centers 19 | Distribution Centers 44 |
Capacity (MM Unit Cases) Capacity (MM Unit Cases)
Installed 493.1 Installed 118.6
% Utilized 70% | % Utilized 7%
Mix of Presentations (%) Mix of Presentations (%)
Returnable 422 Returnable 5
Non-Returnable 555 Non-Returnable 49.1
Post-Mix 23 Pogt-Mix 0.6
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BuenosAires Territory

Production Assets
Production Plants
Production Lines
Distribution Routes
Own

Third Party
Distribution Centers

1

6
211
56
155
5

Capacity (MM Unit Cases)
Installed 204.7
% Utilized 55%

- - o
Returnable 9.8
Non-Returnable 83.7
Post-Mix 6.5

.

The characteristics of our three territories are very diverse. The Valley of Mexico Territory is densely
populated and has alarge number of competing soft drink brands and higher per capitaincome than in the Southeast
Territory in Mexico. The Southeast Territory is alarge and mountainous area with lower population density, lower
per capitaincome, and lower per capita consumption of soft drink products. The Buenos Aires Territory is densely
populated and has higher per capitaincome and lower per capita consumption of soft drink products as compared
with the Valley of Mexico Territory.
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Our Products

Our subsidiaries produce, market, and distribute the following Coca-Colatrademark beverages:

Mexican Territories

Buenos Aires Territory

Coca-Cola Coca-Cola
Coca-Cola light® Coca-Cola light?
ﬁ?ﬁi light® 3’5?&@ light®
E?%?a ® gir;t? o0

Ilsltfelt aare Punch® %?“1) .
et e

(8) (13)
?gzﬁl/?l neralizada® CB:Ir:(fI:] Fird?

@I ntroduced 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 1997.
™ Introduced in November 2000.
®  Introduced in April 2001
©  Introduced in March 2001.
(9 Introduced in December 1994,
@D Introduced in June 2000.
(2 Introduced in December 2000.
3 Introduced in February 2001.

Our single most important brand is Coca-Cola, which accounted for 71.9% of the total consolidated sales
volume in 2000. Sprite and Fanta, which accounted for 5.2% and 5.1%, respectively, of the sales volume in 2000,
are currently our second largest brands in terms of annual unit case sales volume.

Since the beginning of 2000, we have introduced a number of new products. Inthe Mexican Territories,
we began selling Beat, a premium-priced non-carbonated energy drink, in November 2000. In April 2001, we
introduced Senzao, aguarana-flavored carbonated drink, to provide more choice to consumers seeking flavored soft
drinks. In addition, we launched Ciel Mineralizada, a mineral water beverage, in March 2001 and discontinued the
distribution of several mineral water products produced by Cadbury, Schweppes PLC (see below).

In Argentina, we introduced Tai in June 2000 and Crush in February 2001, both low price brandsin multi-
serving presentations, to better compete in the low price segment. We also began selling Schweppesin
November 2000 and Black Fire in March 2001 to provide more choice to consumers seeking higher-end products.
In addition, the introduction of Hi-C, ajuice-based product, in December 2000 expanded our product portfolio
outside the carbonated soft drink segment.

We sell Coca-Colatrademark beveragesin containers authorized by The Coca-Cola Company, which
consist of avariety of returnable and non-returnabl e presentations in the forms of glass bottles, cans, and plastic
bottles made of polyethylene terephtalate or “PET”. In addition, we sell some Coca-Colatrademark beverage
syrupsin containers designed for soda fountain use, which we refer to as post-mix containers.

We have three bottler agreements with The Coca-Cola Company that grant us the exclusive right (subject
to certain limited exceptions) to produce and sell the licensed products and use the rel ated trade names and
trademarksin the Mexican and Buenos Aires Territories. See “—Corporate Background” and
“—Bottler Agreements.” We entered into our Mexican bottler agreements, including supplemental agreements, on
June 21, 1993. These contracts include bottler agreements for the Valley of Mexico Territory and the Southeast
Territory, the latter of which was amended on October 30, 1997 to include the Tapachulaarea. We entered into our
Buenos Aires bottler agreement, including supplemental agreements, on August 22, 1994. We amended this
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agreement in 1995, 1996 and 1998 to include the San Isidro and Pilar areas previously served by SIRSA and RDN,
respectively.

On December 11, 1998, The Coca-Cola Company and Cadbury, Schweppes PL C announced the signing of
an agreement for The Coca-Cola Company to acquire Cadbury beverage brandsin over 120 countries. I1n July 1999,
The Coca-Cola Company announced the completion of acquisitions in many of these countries, including Argentina,
allowing us to distribute Cadbury beveragesin our Buenos Aires Territory. In 2000, however, Mexican regul ators
prevented The Coca-Cola Company’ s acquisition of Cadbury beverage brandsin Mexico. Asaresult of this
development, we may not sell Cadbury brands in our Mexican Territories, and during 2001 we suspended the
distribution of several Cadbury beverages we had previously sold in our Mexican Territories pursuant to an informal
understanding with Cadbury. Although we may not sell Cadbury beverages in Mexico, we continue to sell Cadbury
productsin our Buenos Aires Territory.

Sales

In evaluating the development of local salesterritories, we and The Coca-Cola Company measure, among
other factors, the per capita consumption of Coca-Colatrademark beverages. Per capita consumption datafor a
territory 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 popul ation within such territory, and is
expressed on the basis of the number of eight-ounce servings consumed annually per capita. Inour Valley of
Mexico Territory, estimated per capita annual consumption of our Coca-Colatrademark beveragesin 2000 was 445
eight-ounce servings, slightly lower than the national average of 459 servings of Coca-Colatrademark beverages.
Consumption in our Southeast Territory was significantly lower than the national average in 2000, at 275 eight-
ounce servings compared to 459 servings nationally. In our Buenos Aires Territory (including the Pilar area),
estimated per capita annual consumption of our products in 2000 was approximately 255 eight-ounce servings,
higher than the national average in Argentina of 224 eight-ounce servings. Our data shows that per capita
consumption for all age groups grew in recent yearsin all of our territories, and we believe that general population
growth in both our Mexican and Buenos Aires Territories will result in increased sales.

Total unit case sales volume of our products increased 7.0% in 2000 compared to 1999. See“Item 5.
Operating and Financial Review and Prospects—Results of Operations.”

Thefollowing tableillustrates the historical salesvolume for our combined territoriesin Mexico and
Argentina:

Combined SalesVolume

Year ended December 31,
20009®@  1999W@  1998W@  1997® 1996®)
(millions of unit cases, except per centages)
Company Totd ............ 582.6 544.2 519.6 438.3 380.5
% Growth......cccoevevnee 7.0 4.7 18.6 15.2 7.2

@ Includes sales to certain accounts previously served by RDN, which we began servicing in June 1998.

@ Includes sales within the Tapachula area, which we began servicing in November 1997.

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



We produce soft drinksin avariety of deliverable presentations:

Year ended December 31,

2000 1999 1998 1997 1996
Unit Case Volume Mix by Presentation (in per centages)
Valley of Mexico
Returnable.........oveveeen... 42.2% 40.6 % 48.0% 55.9 % 61.5 %
Non-returnable® 55.5 57.3 50.0 41.9 36.2
20 X 1 5 N 2.3 2.1 2.0 2.2 2.3
Southeast Mexico
(=S TR 807z o[- SR 50.3 % 56.7 % 60.8 % 69.5 % 83.8%
Non-returnable!? 49.1 428 388 301 15.8
=0 o T RN 0.6 0.5 0.4 0.4 0.4
Buenos Aires
9.8% 10.3% 10.8 % 30.3% 45.4%
83.7 83.8 83.2 63.5 49.4
6.5 5.8 5.9 6.2 5.2

@ Including cans

Packaging Mix Summary

Mexican Operations. Inthe Mexican Territories, we sell amajority of our beverages at small retail storesto
customers who take the beverages home or el sewhere for consumption. We also sell productsin 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” programsin concert halls, auditoriums and theaters by means of a
series of arrangements with Mexican promoters. The vast majority of our salesto all of these outletsison acash
basis.

In 2000, approximately 99.3% of our unit case salesin the Mexican Territories were of Coca-Cola
trademark beverages. Salesvolume of Coca-Colatrademark beveragesin the Mexican Territoriesincreased 10.2%
in 2000 compared to 1999. We attribute thisincreaseto (i) the use of hand-held computers by our sales personnel,
which enables us to gather product, consumer and delivery information, (ii) our pre-sale distribution system, under
which sales personnel can more efficiently provide products and servicesto retailers, (iii) increased availability of
cold soft drink products as aresult of investmentsin refrigeration sales units, (iv) increased packaging options
provided by usto consumers, and (v) continued marketing efforts.
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The following tables highlight our historical salesvolumes for colas and flavored soft drinks:

Valley of Mexico Territory

Year ended December 31,

2000 1999 1998 1997 1996
Unit Case Volume Mix by Brand (in percentages)
COCACOlA..cvecrcrcrcrerereree e 73.4% 72.9% 72.6 % 75.5% 79.0%
Coca-Cola light? 35 3.3 2.9 2.6 2.4
S o ] (T 4.7 4.5 3.6 3.2 2.6
Sprite Light@............... 0.1 0.1 0.1 0.1 0.1
Fanta......coooeeevnennnnnnns 3.3 3.1 4.0 5.8 6.9
Fresca....onnecnininnns 5.2 5.7 5.7 3.8 3.6
01 6.1 6.9 7.1 6.0 3.8
Delaware Punch............ 1.2 1.2 1.2 17 11
Ciel® e 1.8 1.6 2.0 0.5 -
BEAL.....oo e 0.0 - - — —
Subtotal Coca-Cola Trademark Beverages.............. 9.3 % 99.4 % 99.3 % 99.3 % 99.3 %
Extra Poma - - - — —
0.7 0.6 0.7 0.7 0.7
0.7% 0.6% 0.7% 0.7% 0.7%
1000%  1000%  100.0% 1000%  100.0%
(millions of cases)
341.1 314.9 302.4 257.6 212.3
2.4 2.0 2.1 19 14
3435 316.9 304.5 259.5 2137
8.4% 4.1% 17.3% 21.4% 6.2%

<) Introduced in October 1997 as a replacement for diet Coke
@ Introduced in February 1999 as a replacement for diet Sprite.
@ Introduced in August 1997.



Southeast Territory

Year ended December 31,

2000 1999 1998 1997 1996

Unit Case Volume Mix by Brand (in percentages)
(@00 ]o7= X O] F- T 72.7% 72.8% 71.3% 72.4% 74.3%
Coca-Colalight™ ..., 1.2 11 12 1.0 0.7
Sprite 2.6 2.3 1.8 1.8 15
Sprite Light® * * * * *
Fanta 7.9 7.8 9.1 11.1 131
Fresca. 33 31 3.0 3.2 3.3
Lift 6.6 6.8 6.9 6.5 5.3
Delaware Punch® 0.2 0.1 0.2 0.3 0.2
Ciel® 4.3 4.8 5.1 2.6 -

Subtotal Coca-Cola Trademark Beverages.. 98.6 % 98.7 % 98.5 % 98.7 % 98.5 %
Extra PoOma.........ccoooeeeeeieeeeceeeeeeeee e — - - - 0.2
Etiqueta AZUl ... 1.1 1.0 1.0 1.1 1.3
e = 0.2 0.2 0.5 0.1 -

Subtotal Other Beverages................. e _1.3% _13% _1.4% _1.2% _15%

LI I 1000%  1000%  100.0%  100.0%  100.0%

Unit Case Volume (millions of cases)

Coca-Cola Trademark Beverages.................. 116.0 99.9 95.3 74.6 64.3

Other Beverages ........coovvververesennennnns e _16 _13 1.4 _0.9 1.0

I - | OO 1176 101.2 96.7 56 653
00 GIOWEN ...t 16.2% 4.7% 27.9% 15.7% -0.5%

* Lessthan 0.1%.

@ ntroduced in October 1997 as a replacement for diet Coke
@ Introduced in February 1999 as areplacement for diet Sprite.
@ ntroduced in March 1996.

@ Introduced in April 1997.

®  sold only in the Tapachulaarea.

Combined Mexican Territories Sales Volume

Year ended December 31,

2000 1999@ 1998@W 19979 1996

Unit Case Volume (millions of unit cases)
418.1 401.2 335.1 279.0
4.2% 19.7% 20.1% 4.6%

@ Includes sales within the Tapachula area, which we began servicing in November 1997.

Since 1995, we have introduced a number of new presentations in the Mexican Territories. These include
2.0-liter returnable plastic bottles, 1.0-liter non-returnable plastic bottles, and 0.6-liter plastic contour bottles to
replace the 0.5-liter non-returnable glass and plastic presentations.

During 2000 we refocused our packaging mix strategy to reinforce our commitment to returnable packages
and better segment our markets. Returnable plastic and glass presentations offer consumers a more affordable,
although less convenient, product. The price of a 2.0-liter returnable package is 18% less than the same size non-
returnable package. These returnable products are mainly sold to small store retailers who benefit from returnable
bottles’ lower price per ounce of product, allowing them to compete on price with larger supermarkets. Returnable
packages are profitable for us, because they make Coca-Colatrademark beverages more attractive to price-sensitive
consumers. We believe that our continued commitment to returnable bottle availability will allow usto compete on
price with low-price entrants to the Mexican soft drink market.



Our most popular soft drink presentations are the 2.0-liter returnable plastic bottles, the 0.6-liter
non-returnable plastic contour bottle and the 2.0-liter non-returnable plastic bottle, which accounted for 33.3%,
22.2% and 14.5%, respectively, of our total soft drink sales volume in 2000 in the Mexican Territories. Although
our packaging mix shifted often from 1994 to 1999, this trend stabilized during 2000 and our current packaging mix
is expected to remain at its current level. Total non-returnable presentations (including cans and excluding post-mix
containers) represented 53.9% of total soft drink salesin the Mexican Territories in 2000 compared to 53.8% in
1990.

In recent years, multi-serving presentations (those presentations of more than 1.0-liter) have grown in
importance in our product mix. In 2000, multi-serving presentations represented 49.4% of our total soft drink sales
in the Mexican Territories, compared to 46.9% in 1999. The shift to larger multi-serving presentations has resulted
in an overall net increase in sales volume on a unit case basis. We believe that the popularity of multi-serving
presentationsis primarily attributable to the lower price per ounce of product in larger presentations. We expect the
trend toward multi-serving presentations to continue.

Valley of Mexico Territory

Year ended December 31,

2000 1999 1998 1997 1996
Unit Case Volume Mix by Presentation (in percentages)
Glass
6.5 0z. returnable ... 0.5% 0.5% 0.5% 0.7% 0.9%
12.0 oz. returnable........ 7.8 8.6 115 14.0 18.0
26.0 oz. returnable........ - - 0.5 2.4 55
0.5-liter returnable® - - - 0.8 1.9
12.0 oz. non-returnable'® - - * 0.1 0.1
0.5-liter non-returnable........cccvvue. 0.0 0.1 104 13.7 12.0
CaNS12.0 OZ. e 6.2 6.3 7.7 6.4 6.8
Plastic
1.5-liter returnable .......cocvveeeecevecicece - - 0.4 6.0 174
0.5-liter non-returnable...........cccue..... 0.8 0.8 0.7 0.2 0.3
2.0-liter returnable.........ccoeeveeveeeennene. 33.9 315 35.0 320 17.8
0.6-liter non-returnable...................... 24.1 25.3 57 0.8 0.3
1.0-liter non-returnable...................... 10.2 10.8 11.3 8.8 7.6
1.5-liter non-returnable® 1.2 1.0 1.3 0.3 -
2.0-liter non-returnable...................... 13.0 12.7 12.9 11.7 9.1
[0 S 1V _ 2.3 2.1 2.0 _2.2 _ 2.3
Ko = 100.0% 100.0% 100.0% 100.0% 100.0%

@ Discontinued in December 1997.
@ Discontinued in June 1998.
@ Introduced in August 1997.
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Unit Case Volume Mix by Presentation
Glass
6.5 0z. returnable ...
12.0 oz. returnable........
26.0 oz. returnable........
0.5-liter returnable........
1.0-liter returnable®....
1.25-liter returnable.....
12.0 oz. non-returnable
0.5-liter non-returnable
CaNS12.0 0Z. ..o
Plastic
1.5-liter returnable .......cocvvveeeeececceece
2.0-liter returnabl e ........cccveveivceecescireene
0.5-liter non-returnable®
1.0-liter non-returnable......................
1.5-liter non-returnable®
2.0-liter non-returnable.........ccocevevvveereerennne.
0.6-liter non-returnable®
0.25-liter non-returnable..........ccoceveveveervennee.
POSE-M Xttt

* Lessthan 0.1%.

@ ntroduced in January 1996.
@ ntroduced in March 1997.
@ Introduced in April 1997.
@ Introduced in August 1998.

Southeast Territory

Year ended December 31,

2000 1999 1998 1997 1996
(in percentages)
0.0% * 0 * 0 0.1% 0.1%
7.8 10.1 12.7 175 2.7
0.0 0.1 0.3 1.0 2.6
104 13.6 16.4 18.2 223
0.5 0.8 0.9 0.9 12
0.0 0.3 11 15 2.7
- - * 0.1 0.1
0.1 0.2 1.3 2.0 2.1
6.2 7.2 10.8 9.7 7.4
315 319 29.3 30.3 32.3
2.3 25 5.0 24 -
21 2.6 3.3 31 12
2.6 3.0 31 15 -
19.2 16.8 15.0 113 5.0
16.6 105 0.3 - -
0.1 0.0 0.0 - -
_06 0.5 04 _04 _04
1000%  1000%  1000%  1000%  100.0%

Argentine Operations. Inthe Buenos Aires Territory, we sell the majority of our productsin the take home
segment. Our distribution system, or channel mix, is more heavily weighted toward supermarkets than in either of
the Mexican Territories. Asaresult, our 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 distribution channels. See “—Marketing—Channel Marketing.”

While the majority of our salesin Argentinaare on a cash basis, salesto certain customers, such as major

supermarket chains, are made on credit.
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BuenosAires Territory

Year ended December 31,

2000 1999 1998 1997 1996

Unit Case Volume Mix by Brand (in percentages)
(0060 010 - W 67.2% 68.5 % 70.5% 71.4% 70.1%
Coca-Cola light! 8.6 7.4 6.4 5.3 37
S g C= N 9.0 9.8 9.9 9.3 9.0
diet Sprite'? ... 1.4 1.2 0.7 0.7 0.8
251117 VO 7.6 8.1 7.1 7.3 7.6
KN eoreeeeeeeeeeessssseeeeeesssssssenens 0.6 0.7 1.0 1.6 35
(17 1o JA 4.0 4.2 4.3 4.3 5.2
LI T 1.2 - - - -
SChweppes......cccoveeeneeeenns 0.2 - - - -
[ [T O 0.1 - - - -

L1 1000%  100.0%  100.0%  1000%  100.0%
Unit Case Volume (millions of cases)
e 121.5 126.1 118.4 103.1 101.5
U GFOWEN ..o eessececesess e sssssessneens -3.7% 6.5% 14.8% 1.6% 15.0%

D Introduced in October 1997 as a replacement for diet Coke
@ Introduced in February 1999 as areplacement for diet Sprite.

In 2000, 100% of our unit case salesin the Buenos Aires Territory were of Coca-Colatrademark beverages.
Sales volume of Coca-Colatrademark beveragesin the Buenos Aires Territory decreased 3.7% in 2000 as compared

to 1999.

In 2000, 2.25-liter and 1.5-liter non-returnable plastic bottles accounted for 39.5% and 29.0% 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. We have shifted, and will continue to shift,
our product mix in the Buenos Aires Territory toward these presentations in response to consumer preferences. In
addition, we seek to increase sales in the on-premise segment, which consists of small retail outlets, restaurants, bars
and various types of dispensing machines. In March 1999, we introduced a small 237-milliliter non-returnable glass

contour bottle in an effort to increase on-premise demand with alow-price, single-serving presentation.
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BuenosAires Territory

Year ended December 31,

2000 1999 1998 1997 1996
Unit Case Volume Mix by Presentation (in per centages)
Glass
330 and 350 c.c. returnable.........ccooeveeeneee. 24% 25% 2.8% 34% 3.6%
1.0-liter returnable™..........oooooveeeoeeeeeeeen. - - - * 0.8
0.237-liter non-returnable?........cooooooveeeen.... 22 15 - - -
(0821152 20 0 K o 2O 7.2 8.3 10.5 9.9 111
Plastic
1.5-liter returnable .......coeeveveeeceeeeeeeeeee 74 7.8 8.0 26.6 39.1
2.0-liter returnadl € ..o, - - - 0.3 1.9
0.5-liter non-returnable.......ccccoeeeevereveerennen. 20 29 33 3.8 34
0.6-liter non-returnable.......cccoeeeevererecreeen. 0.6 - - - -
1.0-liter non-returnable™ .........ooovcooovvceeennenn. 0.7 0.8 0.7 17 1.0
1.5-liter non-returnable...........cccoeevvveerecvenaee. 29.0 274 26.2 49 2.9
2.0-liter non-returnable...........ccocoeeeeccncnnnne 23 31 31 15.4 15.8
2.25-liter non-returnable...........ccooveveerierenne. 395 39.7 394 27.7 15.1
POSE- I I X1 eevreeseeeereeeeseeee st sesseeeesesesseeessseeesessensens _65 5.8 5.9 _6.2 _52
TOUAL e eee e see s eese s eeees e ses s s s neens 1000 % 100.0% 100.0 % 100.0% 100.0 %

* Lessthan 0.1%.

M Discontinued in May 1997.
@ ntroduced in March 1999

®  Discontinued in August 1997.
@ Introduced in July 1996.

Seasonality

Sales of our products are seasonal, as our sales levels generally increase during the summer and the
Christmas holiday season. Inthe Mexican Territories, we typically achieve our highest sales during the summer
months (April through September) as well as during the Christmas holidaysin December. Inthe Buenos Aires
Territory, our highest sales levels occur during the South American summer (October through March) and the
Christmas holiday season. Generally, sales of our products in the Buenos Aires Territory experience higher levels of
seasonality than in the Mexican Territories because of the higher sensitivity of Argentine consumption to weather
conditions.

Marketing

Our company, in conjunction with The Coca-Cola Company, has developed a sophisticated marketing
strategy to promote the sale and consumption of our products. Through the use of advanced information technol ogy,
we have gained customer and consumer information that allows usto tailor our marketing strategies to the types of
customers |ocated in each of our territories and to meet the specific needs of the various market segments we serve.

Werely extensively on advertising, sales promotions and non-price related 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 programs include 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.
We seek, in particular, to increase distribution coolers among retailers to increase the visibility and consumption of
our products. Sales promotions include 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, we advertisein all major communications media. We also focus attention on increasing brand
recognition by consumers and improving our customer relations. National advertising campaigns are designed and
proposed by The Coca-Cola Company’slocal affiliates, with our input at the local or regional level.

Cooperative Marketing Budget. Our total marketing expenditures made in the Mexican Territories increased 11.3%
to Ps. 568.6 million in 2000 from Ps. 511.0 million in 1999. In the Buenos Aires Territory, our marketing
expenditures decreased 16.1% to approximately A$19.3 million (Ps. 185.5 million) in 2000 from A$23.0 million
(Ps. 221.0 million) in 1999. Under the 2000 and 1999 cooperative marketing budgets, The Coca-Cola Company
contributed to our marketing expenditures by approximately matching the amount we spent on these marketing
effortsin each respective year. See “—Bottler Agreements.”

Channel Marketing. In order to provide a more dynamic and specialized marketing of our products, our marketing
strategy isto segment our market and devel op targeted marketing efforts for each segment or distribution 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 distribution
channels where they might potentially purchase Coca-Colatrademark beverages. Inresponseto thisanalysis, we
tailor our product, price, packaging, and distribution strategies to meet the particular needs and exploit the potential
of each channel.

We believe that the implementation of our channel marketing strategy also enables us to respond to
competitive initiatives with channel -specific responses as opposed to market-wide responses. This focused response
capability isolates the effects of competitive pressure in a specific channel, thereby avoiding costlier market-wide
responses. Our channel marketing activities are facilitated by our management information systems. We have
invested significant amounts in creating such systems, including hand-held computers for most of our salesroutesin
the Mexican and Buenos Aires Territories to support the gathering of product, consumer and delivery information
required to implement our channel marketing strategies effectively.

Product Distribution
The following table provides an overview of our product distribution infrastructure and retail network.

Product Distribution Summary

M exico Argentina
Distribution Centers.......cecevveeeeneee. 63 5
Distribution Trucks®.........ccccevvunee. 1,979 284
SaleS ROULES........ccveeeiceceeeeieene 1,534 211
Number of Retailers.......coceevveueneee. 275,200 70,000

@ Includes both company-owned trucks and subcontractors

Mexican Operations. We subcontract to our affiliate, FEM SA Logistica, the transportation of finished productsto
our distribution centers from our Mexican production facilities. From the distribution centers, we then distribute our
finished products to an estimated 275,200 retail ers through our own fleet of trucks. See“ltem 7. Mgjor
Shareholders and Related Party Transactions—Related Party Transactions.”

Our distribution centers range from large warehousing facilities and re-loading centers to small deposit
centers. In addition to our fleet of trucks, we distribute our productsin certain locations through afleet of electric
carts and hand-trucks in order to comply with local environmental and traffic regulations.

We believe that service visitsto retailers and frequency of deliveries are essential elementsin an effective
distribution system for soft drink products. Accordingly, we have continued to expand our pre-sale system in the
Valley of Mexico Territory and throughout the main citiesin the Southeast Territory. The pre-sale program
separates the sales and delivery functions, allowing sales personnel to sell products prior to delivery and enabling
trucksto be loaded with the mix of products that retailers need and desire, thereby increasing distribution efficiency.
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Under the pre-sale program, sales personnel also provide merchandising services during retailer visits, which we
believe enhances the presentation of our products at the point of sale. At December 31, 2000, approximately 86.9%
of our sales routes used the pre-sale system.

Argentine Operations. At December 31, 2000, we operated five distribution centersin the Buenos Aires Territory.
We also utilize the pre-sale system in the Buenos Aires Territory and distribute our products by means of our own
fleet of trucks and non-affiliate transportation subcontractors and through independent wholesalers. In addition, in
designated zones independent wholesal ers purchase our products at a discount from the wholesale price and resell
the products to retailers. Independent wholesalers distributed approximately 15.6% of our productsin Argentinain
2000.

Competition

Although we believe that our products enjoy wider recognition and greater consumer loyalty than those of
our principal competitors, the soft drink segments of the Mexican and Argentine beverage markets are highly
competitive. Our principal competitors are local 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. We believe that the introduction of new presentations has been a major competitive
techniquein the soft drink industry during recent years. See“—Sales.”

Mexico. Our principal competitorsin our Mexican Territories are bottlers of Pepsi Co. products, whose territories
overlap but are not co-extensive with our own. These competitorsinclude Pepsi Gemex in the Valley of Mexico
Territory and several other PepsiCo. bottlersin the Southeast Territory. In addition, we compete with Cadbury,
Schweppes and with national and regional brandsin both of our Mexican Territories.

Argentina. Inthe Buenos Aires Territory, our main competitor is Buenos AiresEmbotelladora S.A. (BAESA), a
PepsiCo. bottler. In additionto BAESA, competition hasintensified over the last several years with the entrance of
anumber of competitors offering generic, low-priced soft drinks as well as many other generic products and private
label proprietary supermarket brands that are produced by contract bottlers.

Raw Materials

Pursuant to the bottler agreements with The Coca-Cola Company, we are required to purchase concentrate
for all Coca-Colatrademark beverages from companies designated by The Coca-Cola Company. The price of
concentrate for all Coca-Colatrademark 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. In addition to
concentrates, we purchase sweeteners, carbon dioxide, glass and plastic bottles, cans, closures and post-mix
containers, aswell as other packaging materials. The bottler agreements 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, anindirect subsidiary of FEMSA.

None of the materials or supplies that we use 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 our plastic 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 plastic
bottles to The Coca-Cola Company and itsbottlersin Mexico. Other plastic bottles, aswell as pre-formed plastic
ingots for the production of plastic bottles, are purchased from avariety of third-party suppliers.



In 1995, we received authorization and began producing Coca-Colatrademark beveragesin can
presentations. We purchase some can presentations from Industria Envasadora de Querétaro, S.A. de C.V., known
as IEQSA, abottler cooperative in which we hold an approximate 19.6% interest. Both we and IEQSA purchase a
portion of our empty can supply requirementsfrom Fabricas Monterrey, S.A. de C.V., known asFamosa, a
subsidiary of FEMSA Empaques.

We obtain water from ground water sources under concessions obtained from the Mexican government and
held by our various subsidiaries. We also obtain water from the municipalities where bottling plants are located.
See “—Regulation—Water Supply Law.” We believe that such sources provide an adequate supply of water to
meet our current and projected requirementsin Mexico. In addition, we obtain carbon dioxide gas from domestic
sources.

Sweeteners are combined with water to produce basic syrup, which is added to the concentrate as the
sweetener for the soft drink. We may utilize sugar or high fructose corn syrup (“HFCS") as sweetenersin our
products. The Coca-Cola Company authorizes the use of a sugar/HFCS mix. 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 of our Mexican bottling subsidiaries purchases sugar from Promotora Mexicana de Embotelladoras,
S.A.de C.V., known as PROMESA, a cooperative of Coca-Colabottlers. These purchases are made under one-year
agreements between PROMESA and each bottling subsidiary for the sale of sugar at a price that is determined
monthly based on the cost of sugar to PROMESA. The agreementsincorporate by reference standard industry
provisions relating 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.
Increases in 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 our cost of sales and adversely affect our net earnings to the extent
we are unable to pass along the full amount of such increases to the consumer.

Average Real Price Increase (Decrease) of Sugar in the Mexican Territories
2000 1999 1998 1997 1996

Change over previous year (Y (102)% (12.7)% 22%  83%  8.6%

(I Excludes the effect of inflation

In order to reduce our sweetener costs, we have installed equipment within several of our production
facilitiesin the Mexican Territories to process raw sugar.

We buy HFCS from domestic sources (which may import finished HFCS or the corn required 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, increases in the price of HFCS,
including increases that may occur in the event that import dutiesincrease or import restrictions on HFCS are
imposed, will increase our cost of sales and adversely affect our net earnings to the extent we are unable to pass
along the full amount of such increases to the consumer.

Of the raw materials required in the bottling of our products, the prices of aluminum cans, plastic 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. We have historically passed on increasesin these
coststo our customersin the form of priceincreases. During 2000, the average real unit price in 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. We purchase all of our
raw materials, excluding those discussed above for our Mexican Territories and including soft drink concentrate, in
pesos.



Argentine Operations. We purchase glass bottles, plastic trays and other raw materials from several domestic
sources. We purchase pre-formed plastic ingots, as well as returnable plastic bottles, at competitive prices from
Complegjo Industrial PET S.A., alocal subsidiary of Embotelladora Andina S.A., a Coca-Cola bottler with operations
in Argentina, and other international suppliers. We purchase crown caps and some commercial refrigeration
equipment from subsidiaries of FEMSA Empaques.

We purchase our 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 de Buenos Aires. Under the terms of the shareholders’ agreement among these
bottlers, CICAN is managed as ajoint venture. 1n 1996, Coca-Cola FEMSA de Buenos Aires paid A$4.6 million (in
nominal 1996 pesos) for a 44.2% equity interest in CICAN (48.1% as of December 31, 2000).

We obtain water for our plant in Buenos Aires from Aguas Argentinas S.A., aprivate company responsible
for managing the public water supply. We believe that this source provides an adequate supply of water to meet the
needs for our Argentine operations. Praxair Argentina S.A. provides our requirements of carbon dioxide gas.

We purchase sugar from various domestic suppliers and negotiate sugar prices independently with our
suppliers, the prices of which are not subject to Argentine price controls. Imported sugar is subject to import duties
that 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 Aires Territory

2000 1999 1998 1997 1996

Change over previous year ¥ (104%)  (22.1%) 2.8% 4.1% 9.2%

™" Excludes the effect of inflation.

In Argentina HFCS is obtained from domestic sources at prices competitive with the price of sugar. Asin
our Mexican operations, we may utilize sugar or HFCS as sweeteners in our products, and The Coca-Cola Company
authorizes the use of a sugar/HFCS mix. Aspartame, an artificial sweetener for diet sodas, isincluded in the
concentrate of Coca-Cola light and Sprite light, which we purchase from The Coca-Cola Company.
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Capital Expenditures
The following table sets forth our capital expenditures for the periods indicated.
Year ended December 31,

2000 1999 1998
(millions of constant pesos at December 31, 2000)

Mexican Territories

Plants and distribution.............cccccveeeevieniscccienenna, Ps. 457.7 Ps.513.5 Ps. 1,097.6
BOLES ..ottt 194.0 183.6 110.2
Deferred charges and other investments.................... 145.9 128.8 269.6
TOLAL et Ps. 797.6 Ps. 825.9 Ps.1,477.4
BuenosAiresTerritory
Plants and distribution............ccccccvveeinninsinieissnnnns Ps. 79.9 Ps.83.1 Ps.82.1
BOLES ..ot 24.0 20.1 317
Deferred charges and other investments.................. (1.5 144 100.9
TOAeceeeeeteeeee ettt ettt ens s Ps.102.4 Ps. 117.6 Ps. 2147
Total Coca-Cola FEMSA......eveerveeeereeesssneeons Ps. 900.0 Ps. 943.5 Ps.1,692.1

Our capital expenditures in 2000 focused on increasing operating efficiencies, improving the efficiency of
our distribution infrastructure, advancing information technology, placing refrigeration equipment and rel ocating our
corporate headquarters. Through these measures, we expect to improve our profit margins and overall profitability.

Our business plan for 2001 calls for investments totaling approximately U.S. $90 million (including
investmentsin bottles and cases and deferred charges) with approximately U.S. $75 million and U.S. $15 million
budgeted for our Mexican and Buenos Aires Territories, respectively. Our projected capital expendituresin 2001
include:

Start up of the Toluca plant (Phase |1 to expand capacity);
Replacement of older distribution vehicles and expansion of the distribution fleet;

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 our production facilities; and

Investmentsin information systems

We believe that internally generated funds and borrowing from third-party sources, if needed, will be
sufficient to meet our capital expenditure and working capital requirements for the year 2001. However, we may
seek debt or equity financing from the international capital marketsin connection with any possible acquisition by
us of Coca-Colabottler operations. Our capital expenditure plan for 2001 is subject to change based on market and
other conditions and our results of operations and financial resources.

Historically, The Coca-Cola Company has contributed to our capital expenditure program. We utilize these
contributions in our marketing programs and other volume driving initiatives that promote volume growth of
Coca-Colatrademark beverages. Such payments may result in areduction in our selling expenditures.

Contributions by The Coca-Cola Company are made on adiscretionary basis. Although we believe that The
Coca-Cola Company will make additional contributionsin the future to assist our capital expenditure program, we
can give no assurance that any such contributions will be made.
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REGULATION

Price Controls. Pricesof our products have been regulated by the Mexican government in the past. 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 devaluation of the peso relative to the U.S. dollar
in 1994 and 1995, the Mexican government adopted an economic recovery plan to control inflationary pressuresin
1995. Aspart of this plan, the Mexican government encouraged the Asociacion Nacional de Productores de
Refrescosy Aguas Carbonatadas, A.C. (the National Association of Bottlers) to engage in voluntary consultations
with the Mexican government with respect to price increases for returnable presentations, limiting our ability 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. We
implemented strategic price increases throughout 2000 in Mexico, resulting in a4.3% real priceincrease for the
Mexican Territories for 2000. We anticipate additional priceincreasesin 2001.

Taxation of Soft Drinks Taxation of soft drinks differsin 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%. We experienced significant growth in
volumes and profitability upon the elimination of the Mexican excise tax in 1990. In Argentina, soft drinks are
subject to an economy-wide value-added tax of 21%. Prior to 1996, cola soft drinks in Argentina were subject to an
excise tax of 24%, which was lowered in April 1996 to 4.0%. From 1996 to December 31, 1999, the colatax
remained at 4%. On January 1, 2000, the Argentine government implemented atax bill mandating that the cola tax
be increased to 8% and that other flavored soft drinks and bottled water be taxed at 4%.

Water Supply Law. In Mexico, we purchase water directly from municipal water companies and pump water from
our 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 (the 1992 Water Law), and regulations
issued thereunder, which created the Comisidn 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 water generally run 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 terms to 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 of our plantsin Mexico do not match each plant’s projected needs for water in future years, we successfully
negotiated with the Mexican government for the right to transfer the unneeded portion of rights under concessions
from certain plants to other plants anticipating greater water usage in the future. Our concessions may be terminated
if, among other things, (i) we use more water than permitted, (ii) we fail to pay required concession-related fees, and
(iii) we fail to complete agreed-upon construction or improvements. We believe that we are in compliance with the
terms of our existing concessions.

Although we have not undertaken independent studies to confirm the sufficiency of the existing or future
groundwater supply, we believe that our existing concessions satisfy our current water requirementsin Mexico. We
can give no assurances, however, that groundwater will be available in sufficient quantities to meet our future
production needs.

We do not currently require a permit to obtain water in Argentina. Because our Alcorta plant does not use
water from underground sources, no permit for water useis necessary. Instead, we obtain water for the Alcorta
plant viaviaduct from Aguas Argentinas, a privately-owned concessionaire of the Argentine government. We can
give no assurances, however, that water will be available in sufficient quantities to meet our future production needs.

Environmental Matters. Our operationsin Mexico 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
Ecoldgico y Proteccion al Ambiente (the General Law for Ecological Equilibrium and Environmental Protection, or
the Environmental Law), which is enforced by the Secretaria del 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
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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 that we file periodic reports with respect to air and water emissions and hazardous wastes and set forth
standards for waste water discharge that apply to our operations. We are also subject to certain minimal restrictions
on the operation of delivery trucksin Mexico City. We have 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 trucks
for our operationsin Mexico City. See“—~Product Distribution.”

In addition, we are subject to the Ley Federal de Derechos (the Federal Law of Governmental Fees).
Adopted in January 1993, the law providesthat plantslocated 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 SEMARNARP. All of our bottling plants |located in the
Valley of Mexico Territory, aswell as the Toluca plant, met these new standards in 2000, and as aresult, we were
not subject to additional fees. See “—Information of the Company—~Production Facilities.”

Our 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 regulations 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. Our Alcorta plant meets waste water discharge standards and is in compliance with these
standards.

We have expended, and may be required to expend in the future, funds for compliance with and
remediation under Mexican and Argentine environmental laws and regulations. We do not believe that such costs
will have amaterial adverse effect on our results of operations or financial condition. However, since environmental
laws and regulations and their enforcement are becoming increasingly more stringent in both Mexico and Argentina,
to the extent that we cannot pass on to our customers the increased costs of compliance and remediation, such costs
may have amaterial adverse effect on our future results of operations or financial condition.



BOTTLER AGREEMENTS

Bottler agreements are the standard contracts that The Coca-Cola Company enters into with bottlers outside
the United States for the sale of concentrates for certain Coca-Colatrademark beverages. We manufacture, package,
distribute, and sell soft drink beverages and bottled water in our Mexican Territories under the two Mexican bottler
agreements we entered into with The Coca-Cola Company on June 21, 1993 (one of which, relating to the Southeast
Territory, was amended on October 30, 1997). One Mexican bottler agreement governsthe Valley of Mexico
Territory and the other governs the Southeast Territory.

We also manufacture, package, distribute, and sell soft drink beverages and bottled water in our Buenos
Aires Territory under our Buenos Aires bottler agreement signed on August 22, 1994. The contract was amended on
December 1, 1995 and on February 1, 1996 to include the San|sidro area and again on June 2, 1998 to include the
Pilar area. Both SanIsidro and Pilar are part of the greater Buenos Aires area.

These bottler agreements provide that we will purchase our entire requirement of concentrates for
Coca-Colatrademark 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 timeto time by The Coca-Cola
Company at its sole discretion. Although the price multipliers used to cal culate the cost of concentrate and the
currency of payment, among other terms, are set by The Coca-Cola Company at its sole discretion, we set the
price of products sold to retailers at our discretion, subject to the applicability of pricerestraints. We havethe
exclusive right to distribute Coca-Colatrademark beveragesfor salein our territoriesin authorized containers of
the nature prescribed by the bottler agreements and currently used by our company. These containersinclude
various configurations of cans and returnable and non-returnabl e bottles made of glass and plastic. See“—The
Company—Sales.”

The bottler agreements include an acknowledgment by us that The Coca-Cola Company isthe sole owner
of the trademarks that identify the Coca-Colatrademark beverages and of the secret formulaswith which The
Coca-Cola Company’ s concentrates are made. Subject to our exclusive right to distribute Coca-Colatrademark
beveragesin our territories, The Coca-Cola Company reserves the right to import and export Coca-Colatrademark
beveragesto and from Mexico and Argentina. Our bottler agreements 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 we purchase concentrates under the bottler
agreements may vary materially from the prices we have historically paid, including during the periods covered by
our financial information attached to this Annual Report. Under our bylaws and the sharehol ders agreement,
however, an adverse action by The Coca-Cola Company under any of the bottler agreements may resultin a
suspension of certain veto rights of the directors (“ Series D Directors’) appointed by The Coca-Cola Company
through Inmex. This provides uswith limited protection against The Coca-Cola Company’s ability to raise
concentrate prices. See*“Item 7. Major Shareholders and Related Party Transactions—Major Shareholders—The
Shareholders Agreement.”

The Coca-Cola Company has the ability, at its sole discretion, to reformulate any of the Coca-Cola
trademark beverages and to discontinue any of the Coca-Colatrademark beverages, subject to certain limitations, so
long as all Coca-Colatrademark beverages are not discontinued. The Coca-Cola Company may also introduce new
beveragesin our territories; in that event, we 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
subject to the same obligations as then exist with respect to the Coca-Colatrademark beverages under the bottler
agreements. The bottler agreements prohibit us 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 aparty that engagesin such activities. The bottler agreements also prohibit us from bottling any soft drink
product except under the authority of, or with the consent of, The Coca-Cola Company. The bottler agreements also
impose restrictions concerning the use of certain trademarks, authorized containers, packaging, and labeling of The
Coca-Cola Company so as to conform to policies prescribed by The Coca-Cola Company. In particular, we are
obligated to:



Maintain such plant and equipment, staff, and distribution facilities as are capable of manufacturing,
packaging, and distributing the Coca-Colatrademark beveragesin authorized containers in accordance with
our bottler agreements and in sufficient quantitiesto satisfy fully the demand for these beveragesin our
territories;

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

Develop, stimulate, and satisfy fully the demand for Coca-Colatrademark 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 us and
our affiliates of our obligations to The Coca-Cola Company; and

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

The Coca-Cola Company has no obligation to participate 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 sal es promotion programs that would require our cooperation and
support. The Coca-Cola Company hasin each of the past five years contributed approximately half of our
advertising and marketing budget in the Mexican Territories and, since September 1994, approximately half of such
budget in the Buenos Aires Territory. Although we believe that The Coca-Cola Company intendsto continue to
provide cooperative advertising funds, it is not obligated to do so under the bottler agreements. Consequently,
future levels of advertising and marketing support provided by The Coca-Cola Company may vary materially from
the levels historically provided. See“Item 7. Major Shareholders and Related Party Transactions—Major
Shareholders —The Sharehol ders Agreement.”

Our two Mexican bottler agreements have terms of ten years and will each expire on June 20, 2003. The
Buenos Aires bottler agreement has aterm of ten years and will expire on September 1, 2004. The bottler
agreements are automatically renewable for ten-year terms, subject to non-renewal by either party (with notice to the
other party). The bottler agreements are subject to termination by The Coca-Cola Company in the event of default
by us. The event of default provisions limiting the change in ownership or control of our company and the
assignment or transfer of the bottler agreements are designed to preclude any person not acceptable to The
Coca-Cola Company from obtaining an assignment of a bottler agreement or from acquiring our company, and are
independent of similar rights of Inmex set forth in the shareholders agreement. These provisions may prevent
changesin our principal shareholders (as discussed below), including mergers or acquisitions involving sales or
dispositions of our capital stock, without the consent of The Coca-Cola Company. See*“Item 7. Major Shareholders
and Related Party Transactions—Major Shareholders —The Shareholders Agreement.”

In connection with our bottler agreements, we also entered into atradename licensing agreement with the
Coca-Cola Company on June 21, 1993, pursuant to which we are authorized to use certain trademark names of the
Coca-Cola Company. The agreement has an indefinite term, but isterminated if we cease to manufacture, market,
sell and distribute Coca-Cola products pursuant to the bottler agreements or if the shareholders agreement is
terminated. The Coca-Cola Company also has the right to terminate the license agreement if we use its trademark
names in amanner not authorized by the bottler agreements.

We entered into two supplemental agreements with The Coca-Cola Company on June 21, 1993 and
September 1, 1994, which together clarify and expand certain provisions of our bottler agreements. Among other
things, the supplemental agreements:

Specify that we have 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 agreements;

Set forth procedural details for notification and communication relating to specific provisions of the bottler
agreements; and
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Provide that The Coca-Cola Company may authorize other distributors of post-mix syrup within the
territories and will reimburse us for documented costs relating to enforcement actions to protect certain
trademarks of The Coca-Cola Company.

DESCRIPTION OF PROPERTY
The following tables summarize the value of our properties at December 31, 2000.

Total Asset Value Summary
At December 31, 2000

Book Value
(millions of pesos) (% of total)
Mexican TEfTItONES .......oevvvverereirrrreeecsrese s 8,649.5 67.7%
Buenos Aires TEitory ......ccoccvvevveeenresreenenenenns 4,117.6 32.3%
TOAl e 12,767.2 —100.0%

Property, Plant and Equipment Summary
At December 31, 2000

Book Value
(millions of pesos) (% of total)
Valley of Mexico TErritory ......ccooeevreveenerenenn 4,014.5 56.9%
Southeast TErTitory ......cccoeveeeveerrereereeee e 1,756.0 24.9%
Buenos AireS TEITItory ........coeeeeererenenieienienenes 12848 18.2%
TOAl oo —£0553 100.0%

Production Facilities

Over the past several years, we made significant capital improvements to modernize our facilities and
improve operating efficiency and productivity, including:
Increasing the annual capacity of our bottling plants;
Installing clarification facilities to process different types of sweeteners;
Installing plastic bottle-blowing equipment and can presentation capacity;

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

Closing obsol ete production facilities.

Mexican Operations. Asof December 31, 2000, we owned five bottling plantsin the Valley of Mexico with a
combined total installed annual capacity of 493.1 million unit cases and a capacity utilization of 70%. Inthe
Southeast Territory, we operated four bottling plants with a combined total installed annual capacity of 118.6
million unit cases and with capacity utilization of 77%. In May 2001, we closed our Tlalpan 2 plant in the Valley of
Mexico Territory.

As part of our objective to rationalize bottling capacity, we closed five plantsin the Mexican Territories

during 2000 and 2001. We have compensated for the installed capacity of the closed plants by increasing
production at our other bottling facilitiesin the Mexican Territories. We also began the second phase of our project
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toincrease theinstalled capacity of our Toluca plant by approximately 60 million unit cases in December 2000. We
expect the project to be completed in 2001 and to cost approximately Ps. 155 million.

Asof December 31, 2000, we owned 14 and rented 5 large distribution centersin the Valley of Mexico
Territory and owned 21 and rented 23 large distribution centersin the Southeast Territory.

Argentine Operations. Asof December 31, 2000, we owned one bottling plant in the Buenos Aires Territory with a
total installed annual capacity of 204.7 million unit cases and a capacity utilization of 55%. In June 2000, we ceased
production operations at our San Justo plant but continue to use the plant’ s distribution center facilities.

As of December 31, 2000, we owned and operated 6 bottling lines and 4 distribution centers and rented one
large distribution center in the Buenos Aires Territory.

Production Facility Summary
Asof December 31, 2000

Mexican Territories Buenos Aires Territory
Valley of Mexico Southeast
Cedro Ixtacomitan Alcorta
Cuautitlan San Cristobal
Toluca Oaxaca
Tlalpan 2V Juchitan
Los Reyes

% Closed in May 2001.



SIGNIFICANT SUBSIDIARIES

In March 2000, we concluded areorganization and consolidation of our subsidiaries as part of an effort to
streamline our corporate structure and eliminate operational redundancies. This reorganization did not change the
geographical markets in which we operate.

Thetable below sets forth all of our direct and indirect significant subsidiaries and the percentage of equity
of each subsidiary we owned directly or indirectly as of December 31, 2000.

Name of Company Per centage Owned
Propimex, S.A. de C.V., aMexiCcan COrporaion .........c.orereerneeeneeemneeemseeemsesenens 99.99%
Inmueblesdel Golfo, S.A. de C.V., aMexican Corporation...........coueereeerrerennens 99.99%
Refrescos y Aguas Minerales, S.A. de C.V., aMexican corporation 99.99%
Coca-Cola FEM SA de Buenos Aires, S.A., an Argentine corporation................ 99.99%
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Item 5. Operating and Financial Review and Prospects
General

The following discussion should be read in conjunction with the Consolidated Financial Statements and the
Notes thereto included in this Annual Report. 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 relateto us and areconciliation to U.S. GAAP of majority net income and majority
stockholders’ equity.

The Consolidated Financial Statements were 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 and “Item 3. Key Information—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 a product 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 ratesin the following discussion are stated in real
terms.

Our results of operations continue to be affected by economic conditionsin Mexico and Argentina. In
periods of slow economic growth and high inflation, demand for soft drinks tends to be adversely affected,
decreasing our sales volumes. In addition, devaluation of the peso, such as occurred most recently in 1998, results
in exchange losses on our foreign-currency denominated indebtedness, increasing our financing costs. See “Item 3.
Key Information—Risk Factors.”

In 2000, the Mexican economy grew 6.9% as measured by GDP while the Argentine economy slipped into
a0.5% recession. We believe that the growing Mexican economy positively affected our sales volumes and
supported the real average price increase experienced in the Mexican markets, while the weakened Argentine
economy negatively affected our sales volumes and margins. We can make no assurances that economic conditions
in Mexico and Argentinawill not have adverse effects on our financial condition and results of operations. See
“Item 3. Key Information—Risk Factors.”



Results of Operations

The following table sets forth our consolidated income statement for the years ended December 31, 2000,
1999 and 1998:

Year ended December 31,
2000 2000 1999 1998™
(millions of U.S. dollars or constant M exican pesos at December 31, 2000)

Revenues
Net sales $ 1,7172 Ps. 16,501.8 Ps. 151004 Ps. 14,366.3
Other operating revenues 8.6 829 54.8 111.1
Total revenues 1,725.8 16,584.7 15,155.2 14,477.4
Cost of sales 856.0 8,225.7 7,989.5 7,994.2
Gross profit 869.8 8,359.0 7,165.7 6,483.2
Operating expenses:
Administrative 135.0 1,297.7 1,098.3 962.1
Selling 416.6 4,003.7 3,728.9 3,458.7
Total operating expenses 551.7 5,301.4 4,827.2 4,420.8
Goodwill amortization 12.2 117.3 1255 133.8
Fixed asset adjustment - - - 55.7
Income from operations 306.0 2,940.3 2,213.0 1,872.9
Integral result of financing®®
Interest expense 351 337.2 447.8 543.9
Interest income® (14.1) (135.8) (79.0) (22.2)
Foreign exchange loss (gain) 35.7 342.7 36.3 120.2
Gain from monetary position (0.6) (6.1) (99.6) (223.0)
Total integral result of financing 56.0 538.0 305.5 418.9
Other income (expense), net 14.6 140.1 717 249.8
Income before income tax, tax on
assets and employee profit sharing 2354 2,262.2 1,835.8 1,204.2
Income tax, tax on assets and employee
profit sharing 101.0 970.2 791.5 465.0
Net income $ 1344  $ 12920 $ 1,0443 $ 739.2
Majority income $ 1344  $ 12920 $ 1,0443 $ 739.2

" salesin 1998 include salesin the Pilar area of the Buenos Aires Territory, which we began servicing in June 1998.

@ The gain on monetary position resulting from the liabilities incurred in connection with our purchase of shares of Coca-Cola FEMSA de
Buenos Aires was computed using the inflation rate of Argenting, asthe 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 i's 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, 2000 Compared to the Year Ended
December 31, 1999

Year ended December 31,

2000 1999 2000 1999
Mexican Territories Buenos Aires Territory
(millions of constant M exican pesos at December 31, 2000)
Revenues
Net sales Ps. 13,0747 Ps. 11,373.6 Ps. 34271 Ps. 3,726.8
Other operating revenues 453 28.7 376 26.1
Total revenues 13,120.0 11,402.3 3,464.7 3,752.9
Cost of sales 6,232.1 5,837.7 1,993.6 2,151.8
Gross profit 6,887.9 5,564.6 1471.1 1,601.1
Operating expenses:
Administrative 1,102.5 895.7 195.2 202.6
Selling 3,011.7 2,668.4 992.0 1,060.5
Total operating expenses 4,114.2 3,564.1 1,187.2 1,263.1
Goodwill amortization 7.1 7.1 110.2 1184
Income from operations Ps. 2,766.6 Ps. 19934 Ps. 173.7 Ps. 219.6

Sales Volume. Salesvolume in the Mexican Territories grew by 10.3% to 461.1 million unit cases during 2000 and
represented 79.1% of our total sales volume. Sales volumein colasincreased 10.9% in 2000 and flavored soft drinks
increased 7.3%, in each case compared to 1999. Sales volume of Ciel water increased by 15.0% to 11.4 million unit
cases.

The 10.3% sales volume growth in the Mexican Territories was the result of our continued advancement in
(i) gathering and analysis of market information, (ii) increased availability of cold soft drink products as aresult of
investmentsin coolers and an increased number of points of sale, and (iii) our marketing efforts.

In Argentina, sales volume decreased by 3.6% to 121.5 million unit cases in 2000. Sales volume during
2000 in the Buenos Aires Territory in colas decreased 3.9% and flavored soft drinks by 2.4%, in each case compared
to 1999. Salesvolume of Kin water, a Coca-Colatrademark beverage we sell in Buenos Aires, declined by 17.5%
during 2000.

In recent years the packaging trend in the soft drink industry has moved toward non-returnable
presentations. In total, non-returnable presentations (including post-mix) represented 55.7% of our total soft drink
salesin the Mexican Territoriesin 2000, compared to 55.5% in 1999. This slight increase was due to substantial
growth in sales volume of non-returnabl e presentations in the Southeast Territory (from 43.3% of total salesin 1999
t0 49.7% in 2000), offsetting the increased sales volume of returnable presentationsin the Valley of Mexico (from
40.6% of total salesin 1999 to 42.2% in 2000). Despite the trend toward non-returnable presentations, we continue
to promote the returnabl e package to protect smaller retailersin the Mexican Territories, who can sell returnable
presentations for less than non-returnabl e packages and compete on price with larger retailers and against non-
branded products. We believe the packaging mix should stabilize going forward.

In the Buenos Aires Territory, 90.2% of our total soft drink salesin 2000 were in non-returnable
presentations (including post-mix), compared to 89.7% in 1999. We believe that the trend toward non-returnable
presentations has stabilized and that the non-returnable/returnabl e package mix will remain at its current level.

Net Sales. Net sales growth in the Mexican Territories of 15.0% was due to the combination of strong volume

growth and our pricing strategy, which focused on market segmentation and product price elasticity. At year end
2000, we recorded a 4.3% real price increase.
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In Argentina, average real price per unit case decreased 4.9% in 2000 as consumers traded down for low-
price non-branded soft drinks and larger presentations (with alower price per milliliter). At the sametime, no
significant corresponding increase in sales volume has fully offset the resulting declinein unit case revenue. The
decrease in sales volume and the lower average pricing resulted in an 8.0% reduction in net salesin 2000. In
response to the highly competitive environment and in order to counteract the effects of price discounting, we have
designed a brand portfolio strategy defined by segments to better target our consumersin the Buenos Aires
Territory. During the second half of 2000, for example, we introduced Tai, alow-price brand, in a 2.25-liter
presentation to compete within the low-price non-branded soft drink category.

Other Operating Revenues. Other operating revenues increased from Ps. 54.8 million in 1999 to Ps. 82.9 millionin
2000. The 57.8% increase in other operating revenues within the Mexican Territories primarily consisted of
increased sales of certain raw materialsto third parties. Anincrease of 44.4% in other operating revenuesin the
Buenos Aires Territory resulted from an increase in sales of final products 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 attributable to our production facilities, wages
and other employment expenses associated with the production labor force and certain overhead expenses. Labor
costsin the Buenos Aires Territory are higher than in the Mexican Territories, both on an absolute and arelative
basis, and reflect the higher cost of living index of Argentina as compared to Mexico. Concentrate prices for
Coca-Colatrademark 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 us. See“ltem 4. Information on the Company—
The Company—Raw Materials.”

As apercentage of net sales, cost of sales decreased 3.6 percentage points over 1999. In Mexico, we
benefited from improved volumes leading to greater fixed-cost absorption, and lower sweetener costs. In addition,
with arelatively stable peso, depreciating only 1.2%, and Mexican inflation of 9.1%, our dollar-denominated raw
materials decreased slightly in real peso terms.

In Buenos Aires, cost of sales as a percentage of net sales remained stable at 58.0%. Although we saw real
decreases in our sweetener costs, these where offset by the effect of lower sales volume and prices aswell asaslight
increase in non-returnable packaging costs.

Operating Expenses. Consolidated operating expensesincreased by 9.8% to Ps. 5.301 billion in 2000 from
Ps. 4.827 billion in 1999. The increase was the result of an increase in 2000 of 7.4% in selling expenses and an
18.2% increase in administrative expenses.

Asapercentage of total sales, selling and administrative expenses increased slightly, by 10 basis points.
Selling expenses as a percentage of total salesin the Mexican Territoriesincreased 43 basis points. The increases of
selling expenses in the Mexican Territories were primarily due to increased variable compensation, increased
mai ntenance and increased non-cash expenses related to our capacity rationalization. Administrative expensesfor
the Mexican operations increased 23.1%, reflecting higher real wages in both operations and corporate areas.

In Argentina, selling expenses as a percentage of total salesincreased 36 basis points, representing a 6.5%
decrease in absolute terms. Administrative expensesin Argentina decreased 3.8%. The decrease in both selling and
administrative expenses was primarily due to our effortsto further lower fixed costs in the challenging deteriorating
Argentine economic environment.

Goodwill. Goodwill amortization for 2000 was Ps. 117.3 million, compared to Ps. 125.5 million for 1999, reflecting

a6.5% reduction. The primary reason for the reduction was the effect of Mexican inflation on goodwill associated
with the 1994 acquisition of Coca-Cola FEMSA de Buenos Aires when restated in 2000 M exican pesos.

Operating Income. Consolidated income from operations after amortization of goodwill grew by 32.9% to
Ps. 2.94 billion in 2000. With lower cost of sales per unit and a slight increase in operating expenses, we saw a 310
basis point improvement in profitability as measured by operating income as a percentage of total sales.



Integral Cost of Financing. Integral cost of financing refersto the combined financial effects of (i) net interest
expense or interest income, (i) 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 changes in foreign exchange rates on assets
or liabilities denominated in currencies other than pesos. A foreign exchange loss 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.

Our investment in Coca-Cola FEM SA de Buenos Aires is considered for accounting purposes to be an
economic hedge against the U.S. dollar debt incurred to finance the investment. Asaresult, the foreign exchange
loss on the U.S. dollar debt incurred to finance this transaction is recorded as part of the cumulative translation
adjustment 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
tooneU.S. dollar since April 1, 1991. The foreign exchange loss is deductible for Mexican tax purposes, and the
resulting tax benefit is also recorded as part of the cumulative translation adjustment.

Net interest expense decreased by 45.4% primarily due to lower interest costs, which resulted from paying
down our debt in 1999, and interest income earned from higher cash balances.

The gain on monetary position decreased from Ps. 99.6 million to Ps. 6.1 million. The change was due to
higher accounts payable in Mexico throughout the year, considerably lower Mexican inflation, and deflation
recorded in Argentina.

Notwithstanding the strength of the Mexican peso throughout 2000 (depreciating only 1.2%), we recorded
aU.S. $33 million foreign exchange loss. The loss was due to our losses on an investment in dollar-forward
contracts. InMay 1999, in anticipation of the Mexican presidential election of 2000, we invested in dollar-forward
contracts to hedge our 2000 foreign exchange exposure (presented primarily by dollar-denominated packaging
requirements and interest payments for the year). Through these contracts we insulated our company from the
foreign exchange risk associated with an election year in Mexico by locking in our dollar-denominated costs. The
unexpected strength of the peso during 2000 resulted in losses taken on those contracts. See“Item 3. Key
Information—Risk Factors—Risks Related to Mexico.”

The combined financial effects of the foregoing resulted in a 76.1% increase in the integral cost of
financing from Ps. 305.5 million in 1999 to Ps. 538.0 million in 2000.

Other Expenses. Other expenses reached Ps. 140.1 million in 2000 as compared to Ps. 71.7 million in 1999. Other
expenses rose primarily due to our continued effortsto rationalize our operations and reduce our employeesin both
operations and at our corporate offices. Other expenses also included one-time charges totaling approximately

Ps. 52 million to the Instituto Méxicano del Seguro Social (Mexican Social Security Institute) related to employee
benefits.

Income Tax, Tax on Assets and Employee Profit Sharing. Income tax, tax on assets and employee profit sharing
increased 22.6 % from Ps. 791.5 million in 1999 to Ps. 970.2 million in 2000. Our consolidated effective income
tax, tax on assets and employee profit sharing rate decreased from 43.1% in 1999 to 42.9% in 2000. Beginningin
2000, anew accounting principle, Bulletin D-4, became effective for accounting of income and asset taxes, which
reguires the recognition of the deferred effect of those items. See “—Future Impact of Recently |ssued Accounting
Standards.”

Netincome. Netincome for 2000 increased 23.7% to Ps. 1.292 billion from Ps. 1.044 billion in 1999. The increase
was driven by the 32.9% increase in operating income and was only partially offset by the 76.1% increase in integral
cost of financing.



Results of Operationsfor the Year Ended December 31, 1999 Compared to the Year Ended
December 31, 1998

Year ended December 31,

Mexican Territories Buenos Aires Territory
1999 1998 1999 1998
(millions of constant pesos at December 31, 2000)
Revenues
Net sales Ps. 11,373.6 Ps. 10,635.8 Ps. 3,726.8 Ps. 3,730.5
Other operating revenues 28.7 245 26.1 86.6
Total revenues 11,402.3 10,660.3 3,752.9 3,817.1
Cost of sales 5,837.7 5,683.5 2,151.8 2,310.7
Gross profit 5,564.6 4,976.8 1,601.1 1,506.4
Operating expenses:
Administrative 895.7 757.5 202.6 204.6
Selling 2668.4 2,463.3 1,060.5 995.4
Total operating expenses 3,564.1 3,220.9 1,263.1 1,199.9
Goodwill amortization 7.1 7.0 118.4 126.4
Fixed asset adjustment - 55.7 - -
Income from operations Ps. 19934 Ps. 1,693.2 Ps. 219.6  Ps. 179.7

W Sdesin 1998 include salesin the Pilar area of the Buenos Aires Territory, which we began servicing in June 1998.

SalesVVolume. Salesvolumein the Mexican Territories grew by 4.2% to 418.1 million unit cases during 1999 and

represented 76.8% of our total sales volume. Salesvolumein colasincreased 5.5% in 1999 and flavored soft drinks
increased 1.7%, in each case compared to 1998. Sales volume of Ciel water decreased by 10.1% to 9.9 million unit

cases.

In Argentina, including the additional volumes from the Pilar area under our control from June 2, 1998,
sales volume increased by 6.5% to 126.1 million unit cases in 1999; comparabl e sales volume in the Buenos Aires
Territory (excluding the Pilar area) 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 Kin water, a Coca-Colatrademark beverage we sell in the Buenos
Aires Territory, declined by 20.8% during 1999.

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

The 4.8% volume growth in the Mexican Territories was better than the estimated Mexican soft drink
industry growth in Mexico, which measured 2% to 3%. We continued to focus on volume driving initiatives such as
(i) the use of hand-held computers by our sales people, (ii) our pre-sale 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 due to our
efforts to reach an improved price/volumeratio. The 2.6% real price increase in the twelve months ended
December 31, 1999 more than offset the negative effect on average pricing of the increasing importance of multi-
serving presentations, which are products in packaging sizes greater than one liter and which are sold for alower
price per ounce of liquid than smaller, personal-size presentations. In 1999, approximately 54.1% of our sales
volume was sold in presentations greater than one liter compared to 55.6% in 1998. Despite this slight decrease in
1999, we expect the trend toward multi-serving presentations to continue.



In Argentina, average real price per unit case decreased 6.1% in 1999 primarily due to: (i) asignificant
slow-down in the Argentine economy in 1999, (ii) the continued growth in importance of lower price/volume multi-
serving packages in our product mix, from 76.8% to 78.1% of the product mix, and (iii) heavy price comp etition.
The growth in salesvolumein larger presentations only 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. 111 millionin 1998 to Ps. 55 millionin
1999. The 17.1% increase in other operating revenues within the Mexican Territories, which primarily consists of
the sale of certain raw materialsto other bottlers, only partially offset the 69.9% decrease in other operating
revenues in the Buenos Aires Territory. The sharp decline in Buenos Aires was due to significantly lower sales of
final productsto other bottlersin Argentina.

Cost of Sales. Asapercentage of net sales, cost of sales decreased 3.7 percentage points over 1998. In both Mexico
and Buenos Aires, we benefited from improved volumes leading to greater fixed-cost adjustments, and lower price
of dollar-denominated raw materials, including HFCS, aluminum cans, and plastic bottles. In addition, a3.9%
appreciation of the peso improved our cost structure in that country. In Buenos Aires, where we purchase finished
products of its can presentations, a price reduction of product purchased from CICAN was a material factor in
lowering cost of sales.

CICAN isajoint venture between participating Coca-Colabottlersin Argentina, Uruguay, and Paraguay.
We own an approximate 48.1% equity interest in CICAN. Asaresult of price reduction, our cost of saleswas
reduced while the profits distributed in the form of dividends to our company asa CICAN shareholder decreased.

Operating Expenses. Consolidated operating expenses increased by 9.2% to Ps. 4.827 billion in 1999 from

Ps. 4.421 billionin 1998. In 1999, consolidated selling expenses increased by 7.8% to Ps. 3.729 billion from

Ps. 3.459 billion in 1998. Consolidated administrative expenses increased by 14.2% to Ps. 1.098 hillion in 1999
from Ps. 962 million in 1998. 1998 figures include the Ps. 55.7 million fixed asset adjustment recorded during that
year.

As apercentage of sales, selling and administrative expensesincreased by 0.95 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 revenues increased from 26.1% in 1998 to 28.3% in 1999, representing a 2.2
percentage pointsincrease. Theincreases of absolute selling expenses in both the Mexican and Buenos Aires
Territories were primarily due to increased variable compensation increases, increased maintenance and increased
non-cash expenses related to our accel erated depreciation schedule policy for 1998 going forward. Administrative
expenses in the Mexican and Buenos Aires Territories increased 15.2% and decreased 1.0%, respectively, reflecting
higher real wages in both operations and corporate areas.

Goodwill. Goodwill amortization for 1999 was Ps. 126 million, compared to Ps. 134 million for 1998, reflecting a
6.2% 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 Income. Consolidated income from operations after amortization of goodwill and including a one-time
fixed-asset adjustment of Ps. 55.7 million in 1998 grew by 18.2% to Ps. 2.213 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, we saw a 1.7 percentage point improvement in profitability as measured by operating income as a
percentage of total sales.

Integral Cost of Financing. Theintegral cost of financing decreased 27.1% from Ps. 419 million in 1998 to Ps. 306
million in 1999. Net interest expense decreased by 29.3% primarily dueto: (i) a3.9% appreciation of the Mexican
peso against the U.S. dollar, (ii) our lower debt levelsand (iii) our higher cash balance. During 1999, we paid down
anet US$95.3 million of bank debt.



The gain on monetary position decreased by 55.3% from Ps. 223 million to Ps. 100 million. The change
reflected our 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, we reported a
foreign exchange loss of Ps. 36 million. The exchange loss was largely due to losses generated by our investment in
dollar-forward contracts. Beginning in June 1999, through the use of these dollar-forward contracts, we began
hedging our foreign exchange exposure represented primarily by dollar-denominated non-returnable packaging
reguirements.

Other Expenses. Other expenses are primarily related to our continued efforts to rationalize our operations and a
work force reduction both in operations and corporate offices. Other expenses reached Ps. 72 million in 1999 as
compared to Ps. 250 million in 1998. On September 30, 1999, we announced a reclassification 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. Income tax, tax on assets and employee profit sharing
increased 70.2 % from Ps. 465 million in 1998 to Ps. 792 million in 1999. Our consolidated effective income tax,
tax on assets and employee profit sharing rate increased from 38.6% in 1998 to 43.1% in 1999. The increase was
attributable to: (i) the absence of the 1998 tax benefit of accelerated depreciation related to the initial investment in
the Toluca plant 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 Argentine tax laws.

Net income. Net income for 1999 increased 41.3% to Ps. 1,044 million from Ps. 739 million in 1998. The increase
was driven by the 18.2% increase in operating income and the 27.1% decrease in integral cost of financing, which
were only partially offset by the higher effective rate of taxes on income and assets.

Liquidity and Capital Resources

Liquidity. Inthe past, our liquidity has been provided by internal cash generation and borrowings. 1n 1994, we
issued U.S. $100 million of 10-year notes to finance the acquisition of 51.0% of Coca-Cola FEM SA de Buenos
Aires. These notes bear interest at afixed annual rate of 9.4% and were privately placed with investors outside
Mexico.

On November 1, 1996, we issued 8.95% Notes due November 1, 2006 in an aggregate principal amount of
U.S. $200 million. We used the proceeds from the notes to repay all of our outstanding indebtedness under a
syndicated loan. The notes bear interest at a fixed annual rate of 8.95% and are repayable in asingleinstallment on
November 1, 2006.

As of December 31, 2000 we had outstanding debt with Banque Paribas for approximately U.S. $1.4
million which bearsinterest at an average rate of 7.7% per year, which was used to finance plastic bottle blowing
equipment. In addition, we had U.S. $4.7 million of debt with GE Capital Leasing, which bearsinterest at an annual
rate of 9.4%. Thisfinancing was used to acquire distribution equipment through capital leasing.

We did not repay any debt during 2000. At December 31, 2000 and at June 12, 2001, we had no short-term
debt.

We generated net resources from operations of Ps. 2.501 billionin 2000 and Ps. 2.887 hillion in 1999.
Uses of funds included aggregate investments (including deferred charges) of Ps. 4.895 million. At December 31,
2000 and 1999, our consolidated cash and cash equival ents position was Ps. 1.920 billion and Ps. 581.5 million,
respectively.

Our primary source of liquidity is expected to continue to be internally generated funds, supplemented by

borrowing facilities with third-parties. At December 31, 2000, we had unused, uncommitted lines of credit of
Ps. 3,220 million, approximately 78% of which werein U.S. dollars. We believe that internal resources and our
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accessto credit facilitieswill be adequate to meet currently expected working capital needs and to finance a
significant portion of future capital expenditures.

Capital Resources. We operate in a capital -intensive industry requiring significant investmentsin revenue-
producing assets and updating of the physical plant and manufacturing technology of our various product lines. We
intend to fund our capital expenditure program with cash on hand, consolidated cash flow from operations and third-
party providers of funds.

During 2000, our capital expendituresin Mexico and Argentina totaled approximately Ps. 900 million and
were primarily related to building additional capacity within more efficient facilities, increasing the efficiency of our
distribution infrastructure, placing refrigeration equipment, advancing information technology and rel ocating our
corporate headquarters. See “ltem 4. Information on the Company—The Company—Capital Expenditures.”



U.S. GAAP Reconciliation

Under U.S. GAAP, we had approximate net income of Ps. 1,398.5 million in 2000, Ps. 1,066.5 million in
1999 and Ps. 561.6 million in 1998. Net income as reconciled to U.S. GAAP was higher than net income as
reported under Mexican GAAP by Ps. 106.5 million in 2000 and Ps. 22.1 million in 1999 and lower by Ps.177.6
million in 1998.

Stockholders' equity under U.S. GAAP was Ps. 6,485.0 million in 2000, Ps. 5,509.6 million in 1999 and
Ps. 5,028.1 million in 1998. Compared to Mexican GAAP, stockholders’ equity under U.S. GAAP was Ps. 74.7
million higher in 2000 and Ps. 767.0 million and Ps. 515.7 million lower in 1999 and 1998, respectively.

The principal differences between Mexican GAAP and U.S. GAAP that affect our net income and
stockholders’ equity relate to the accounting of:
Deferred income taxes;
Deferred employee profit sharing;
Capitalization of interest expense;
Restatement of machinery and equipment;
Labor liabilities, and
Effect of all of the above on monetary gains.
Under Mexican Accounting Principles Bulletin D-4, which went into effect on January 1, 2000, our

deferred income tax under Mexican GAAP will be much closer to U.S. GAAP than in the past, resulting in asmaller
U.S. GAAP difference with respect to thisitem. See“—Future Impact of Recently Issued Accounting Standards.”

Note 21 to the Consolidated Financial Statements provides a more detailed description of the differences
between Mexican GAAP and U.S. GAAP as they relate to our company. Note 22 to the Consolidated Financial
Statements provides areconciliation to U.S. GAAP of net income and stockholders' equity.
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Future Impact of Recently Issued Accounting Standards

In December 1999, the Mexican Institute of Public Accountants issued Bulletin C-2, “Financial
Instruments,” which will be mandatory for all Mexican companiesin 2001. Bulletin C-2 requires an enterprise to
recognize all of its contractual rights or obligations under derivativesin its balance sheet as assets or liabilities and
to measure those instruments at their fair value. Changesin the fair value of a derivative will be included in current
earnings, regardless of their nature.

In June 1998, the Financial Accounting Standards Board issued SFAS No. 133, “ Accounting for Derivative
Instruments and Hedging Activities,” which goesinto effect in 2001 for U.S. GAAP purposes. This new standard
will also require recognition of all derivatives on the balance sheet as either assets or liabilities and the measurement
of such instruments at their fair value. Changesin the fair value of the derivatives are recognized in earnings, unless
specific hedge accounting criteriaare met. Gains and losses on derivative hedging instruments must be recorded in
either other comprehensive income or current earnings, depending on the nature of the instrument.

We contracted certain financial instruments and determined their fair value as described in Note 16 to the
Consolidated Financial Statements. The impact on the Consolidated Financial Statementsif we had applied the
guidelines of Bulletin C-2 and SFAS 133 beginning in 2000, would have been to recognize aliability in the amount
of Ps. 70,557 and areduction in net income. As of the date of our Consolidated Financial Statements we had not
determined the total impact of SFAS 133. However, we anticipate that the impact will be similar to that computed
under Bulletin C-2. We continue to analyze all the outstanding contracts to determineif they include any implied
derivative that must be evaluated under SFAS 133.

A new Mexican Accounting Principles Bulletin D-4 “ Accounting for Income Tax, Asset Tax and Employee
Profit Sharing,” went into effect on January 1, 2000. The new bulletin modifies the rules with respect to the
computation of deferred income tax, requiring that deferred tax assets and liabilities be recorded for all temporary
differences that arise from the reconciliation between the accounting and tax basis of assets and liabilities. See
Notes 4(n) and 21(f) to the Consolidated Financial Statements.



Item 6. Directors, Senior Management and Employees
Directors

Management of our businessis vested in the board of directors. Our bylaws provide that the board of
directorswill consist of at least sixteen directors elected at the annual ordinary shareholders' meeting for renewable
terms of oneyear. Our board of directors currently consists of sixteen directors and eleven alternate directors. The
directors are elected asfollows: eleven directors and six alternate directors are elected by holders of the Series A
Shares voting as a class; four directors and up to four alternate directors are elected by holders of the SeriesD
Shares voting as a class; and one director and one alternate director are elected by holders of the SeriesLL Shares
voting asaclass. A director may only be elected by a majority of shareholders of the appropriate series, voting as a
class, 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 our shares who do not votein favor of the directors elected by the
holders of amajority 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 our outstanding
capital stock 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 our bylaws and will be in addition to
those elected by the majority of holders of Series A Shares, Series D Shares and Series L Shares.

Pursuant to our bylaws, 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.

Our bylaws provide that the board of directors shall meet at least four timesayear. Actions by the board of
directors must be approved by at |east 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 7. Major
Shareholders and Related Party Transactions—Major Shareholders—The Shareholders Agreement.”

None of our directors has a service contract providing for benefits upon termination of employment.

Asof March 1, 2001, our current board of directorsincluded the following members (including alternate
directors):

First Term
Directors Current Position Born Elected | Expires

Series" A’

José Antonio Fernadndez Chief Executive Officer, Fomento February, 1954 1993 2002

Carbaja™ Econdmico Mexicano, S.A. de C.V.

Alfonso Garza Garza® General Director, Grafo Regia, S.A. | July, 1962 1996 2002
deC.V.

Juan Carlos Braniff Hierro'” | Vice Chairman of the Board, Grupo | April, 1957 1993 2002
Financiero BBVA Bancomer, S.A.
deC.V.

Carlos Salazar Lomelin Chief Executive Officer, Coca-Cola | April, 1951 2000 2002
FEMSA, SA.deC.V.

Ricardo Guagjardo Touché Chairman of the Board, Grupo May, 1948 1993 2002
Financiero BBVA Bancomer, SA.
deC.V.

Alfredo Martinez Urdal Chief Executive Officer, FEMSA September, 1931 1993 2002
Cerveza

Federico Reyes Garcia Executive Vice President, Planning | September, 1945 1993 2002
and Finance of Fomento Econémico
Mexicano, SA.deC.V.

Eduardo Padilla Silva Chief Executive Officer, FEMSA’'s | January, 1955 1997 2002
Strategic Business Division
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First Term

Directors Current Position Born Elected | Expires
Armando Garza Sada'? Genera Director, Versax, S.A. de June, 1957 1998 2002
C.V.
Daniel Servitje Montul Chief Executive Officer, Grupo April, 1959 1998 2002
Industrial Bimbo, S.A. de C.V.
Herbert Allen 11 Investment Banker, Allen & June, 1967 2000 2002

Company Inc. New York, NY

Series“D”

Jeffrey T. Dunn President and Chief Operating April, 1957 2001 2002
Officer, Coca-Cola Americas,
Executive Vice President, The
Coca-Cola Company

James E. Chesnut Executive Vice President of April, 1950 1993 2002
Operations Support, The Coca-Cola
Company

CharlesH. McTier President, Robert W. Woodruff January, 1939 1998 2002
Foundation, Inc.

Bérbara Garza Gonda®® President, Fundacién Cultural February, 1964 1999 2002
Bancomer, A.C.

Series” L”

AlexisE. Rovzar delaTorre | Executive Partner, White & Case July, 1951 1993 2002

S.C.

@ Son-in-law of Eugenio Garza L agilera.
@ Nephew of Eugenio Garza Lagliera
®  Daughter of Eugenio Garza Lagliera.

Eugenio Garza Laguera has been named the Honorary (Non-Voting) Life Chairman of our board of
directors. In addition, our Alternate Series A Directorsinclude Francisco J. Fernandez Carbajal, Mariana Garza
Gonda, Alfredo Livas Cantu, Guillermo Chavez Eckstein, Ricardo Gonzélez Sada and Gerardo Estrada Attolini.
Our Alternate Series D Directorsinclude PatriciaPowell, David Taggard, and Gary Fayard. Finally, our Alternate
Series L Director is Fernando Pardo Ramirez. The Secretary of the board is Carlos Eduardo Aldrete Anciraand the
Alternate Secretary of the board is David Gonzélez Vessi.

Board Committees
Our board of directors has the following committees:

1 Audit Committee, which consists of Herbert Allen 111, Alfonso Garza Garza, Charles H. McTier,
Herbert Allen 111 and AlexisE. Rovzar delaTorre. This committee recommends to our board of
directors candidates to serve as our external examiners, ensures the independence and objectivity of
the external examiners, and recommends to our board of directors procedures for the preparation of
financial information.

2. Finance Committee, which consists of James E. Chesnut, Armando Garza Sada, Ricardo Guajardo
Touché, Alfredo Martinez Urdal and Federico Reyes Garcia. This committee evaluates the
investment and financing policies proposed by our chief executive officer, furnishes an opinion with
respect to the annual budget and ensures the implementation of the budget and any proposed
strategic plan, identifiesrisk factors to which we are exposed and eval uates risk management
policies.
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3. Human Resour ces Committee, which consists of Juan CarlosBraniff Hierro, Jeffrey T. Dunn,
Eduardo Padilla Silvaand Daniel Servitje Montul. This committee recommends procedures for the
election of our chief executive officer and other senior executives, proposes to our board of directors
criteriafor the evaluation of the chief executive officer and senior executives, and analyzes our chief
executive officer’ s recommendations with respect to the structure and amount of compensation for
our key executives.

Examiners

We currently have 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 our board of directors
regarding material aspects of our affairs, including our financial condition. The primary role of the examinersisto
report to our shareholders at the annual ordinary shareholders’ meeting on the accuracy of the financial information
presented to such examiners by the board of directors. Thetable below sets forth our current examiners.

First Term

Examiner Current Position Born Elected | Expires
Series“ A"
José Manuel Canal | Senior Managing Director, Ruiz, Urquiza February, 1940 | 1993 2002
Hernando & Co., S.C., member of Andersen

Worldwide Organization, S.C.

%,i % " D”
Fausto Sandoval Partner, Ernst & Young L.L.P. February, 1942 | 1993 2002
Amaya

Our Alternate Series A Examiner is Ernesto Gonzélez Dévila, and our Alternate Series D Examiner is
Humberto Ortiz Gutiérrez.

Executive Officers

The following table lists our principal executive officers, their current position, their date of birth and year
of appointment as an executive officer of our company:

Appointed to
Executive Officers Position Born Current Position

Carlos Salazar Lomelin Chief Executive Officer April, 1951 2000
Ernesto Torres Arriaga Vice President July, 1936 1995
Héctor Trevifio Gutiérrez | Chief Financial and Administrative | August, 1956 1993

Officer
John Santa MariaOtazlla | Director of Strategic Planning and August, 1957 2000

Business Development
Rafael Suarez Olaguibel Chief Operating Officer — Mexico April, 1960 2000
Ernesto SilvaAlmaguer | Chief Operating Officer — Buenos March, 1953 2000

Aires
Domingo Vaccarezza Technical Director May, 1944 1997
Eulalio Cerda Delgadillo | Human Resources Director July, 1958 2000

Director and Officer Biographies

Eugenio Garza Laguera, our Honorary Life Chairman, has served on our board of directors since 1993. He also

serves as Regional Advisor of Banco de México, amember of the executive committee of the National Environment
for Culture and the Arts, and Honorary Life Chairman of Instituto Tecnoldgico de Estudies Superiores de Monterrey
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(“ITESM™), Grupo Financiero BBV A Bancomer, S.A. de C.V. and FEMSA. Mr. Garza Laglerajoined FEMSA in
1946 in the research department of Cerveceria Cuauhtémoc. Mr. Garza Lagiera holds degreesin Chemical
Engineering from the University of Texas and in Business Administration from ITESM.

José Antonio Fernandez Carbajal has served as a Series A Director since 1993. He has been the Chief Executive
Officer of FEM SA since 1995 and also serves as Chairman of the Board of FEMSA, Vice-Chairman of the Board of
ITESM, amember of the boards of directors of Grupo Financiero BBVA Bancomer, S.A. de C.V. and Grupo
Industrial Bimbo, S.A. de C.V. He hasalso held directorships at FEM SA Cerveza s Commercial Division and Oxxo
Retail Chain. He joined FEMSA in 1987 in the strategic planning department and has been involved in many
managerial and operational aspects of FEMSA’s businesses. Mr. Fernandez holds adegreein Industrial Engineering
and an MBA from ITESM.

Alfonso Garza Garza has served as a Series A Director since 1996. Heis General Director of Grafo Regia, S.A. de
C.V. Mr. Garzaalso serves as an alternate director of FEM SA and Cerveceria Cuauhtémoc Moctezuma, S.A. de
C.V., amember of the boards of directors of the Hospital San José, CAINTRA N.L., COMCE Noreste, Premio
Eugenio Garza Sada and CONACEX Noreste. Mr. Garzajoined FEMSA in 1985 and has been involved in several
business units and departments, including Domestic Sales, International Sales, Procurement and Marketing, mainly
in Cerveceria Cuauhtémoc Moctezuma, S.A. de C.V. and FEM SA’s Packaging Division. Mr. Garza holds a degree
in Industrial Engineering from the ITESM and an MBA from Instituto Panamericano de Alta Direccidn de Empresa
(“IPADE").

Juan Carlos Braniff Hierro has served as a Series A Director since 1993. Heis Vice Chairman of the board of
Grupo Financiero BBVA Bancomer, S.A. de C.V. Mr. Braniff also serves on the boards of directors of El Paso
Energy Corp., Maizoro, S.A. de C.V. and FEMSA. Mr. Braniff has extensive experience in financial services such
as capital and patrimonial investments, mortgage banking, commercial banking, international banking, and
e-banking. Mr. Braniff holds adegreein Industrial Design from Universidad Auténoma de México, Atzcapotzal co.

Carlos Salazar Lomelin has served as both our Chief Executive Officer and a Series A Director since 2000. Mr.
Salazar also serves as Member of the Board of Review of Grupo Financiero BBVA Bancomer, S.A. de C.V., Afore
Bancomer, S.A., OperadoraMerco, S.A. de C.V., and Cintermex & Apex. Inthe past, Mr. Salazar has held general
directorshipsin several business units of FEMSA, including Grafo Regia, Plasticos Técnicos Mexicanos, FEM SA
Cerveza Export, Commercial Planning in Grupo Visa, and finally, Chief Executive Officer of FEMSA Cerveza. Mr.
Salazar received a degree in Economics from ITESM, a graduate degree in Economic Development in Italy from the
Instituto di Studio per lo Suiluppo and Cassa di Risparino delle Provincie Lambarda and an MBA from ITESM.

Ricardo Guajardo Touché has served as a Series A Director since 1993. Heis currently the Chairman of the Board
of Grupo Financiero BBV A Bancomer, S.A. de C.V. Mr. Gugjardo also serves on the boards of directors of El
Puerto de Liverpol, S. A. de C.V., Transportacion MaritimaMexicana, S.A. de C.V., Grupo Industrial Alfa, S.A. de
C.V., Grupo Financiero BBVA Bancomer, S.A. de C.V., Aeropuertos del Sureste, S.A. deC.V. and ITESM. Prior
to serving as adirector of our company, Mr. Gugjardo held managerial positionsin Grupo Visaand executive
directorshipsin the financial divisions of Grupo AXA and Grupo VAMSA. Mr. Gugjardo holds degreesin
Electrical Engineering from ITESM and the University of Wisconsin and a Masters Degree from the University of
California at Berkeley.

Alfredo Martinez Urdal has served as a Series A Director since 1993. Heisthe Chief Executive Officer of FEM SA
Cerveza. Mr. Martinez-Urdal also serves on the boards of directors of BBV A Bancomer S.A. and Grupo Financiero
BBVA Bancomer, S.A. de C.V. From 1993 until 1999 he held the position of Chief Executive Officer of our
company, and he has also served as Chief Executive Officer of many prominent Mexican companies and banks,
including Ponderosa Industrial Accel, Grupo Chihuahua, Multibanco Comermex, Celulosa de Chihuahua, and
Banco Comercial Mexicano. Mr. Martinez-Urdal holds a degree in Economics from the Western Reserve
University, adegreein Law from Universidad Nacional Autonomade México (“UNAM”) and agraduate degree
from Harvard Business School.

Federico Reyes Garcia has served as a Series A Director since 1993. Heisthe Executive Vice President of
Planning and Finance of FEMSA. Mr. Reyes also serves as Vice Chairman of the board of directors of Seguros
Monterrey New York Life, Chairman of the Board of Review of Fianzas Monterrey, and a member of the board of
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directors of the Universidad de Monterrey (“UDEM”). Mr. Reyes has also served as the Director of Corporate
Development of FEMSA. In addition, he acted as Director of Corporate Staff at Grupo AXA, a major manufacturer
of electrical equipment, and has extensive experience in the insurance sector, serving six years as Chief Executive
Officer of Seguros Monterrey and Fianzas Monterrey. Mr. Reyes holds a degree in Business and Finance from
ITESM.

Eduardo Padilla Silva has served as a Series A Director since 1997. Heis Chief Executive Officer of FEMSA’s
Strategic Business Division. Mr. Padillapreviously held the position of Director of Planning and Control of
FEMSA. Prior to joining our company, he held avariety of positions at Grupo Alfa, including aten-year tenure of
as Chief Executive Officer of Terza, S.A. de C.V. Mr. Padillaholds adegreein Mechanical Engineering from
ITESM and an MBA from Cornell University.

Armando Garza Sada has served as a Series A Director since 1998. He is General Director of Versax, SA. de C.V.
He serves on the boards of directors of Alfa, Bain & Company Mexico, Especialidades Cerveceras, SA. de C.V.,
Gigante, Lamosa, Liverpool, MVS, Pyosa and Vitro Plano. Mr. Garzais aso Co-Chairman of Alestra (ajoint
venture formed by AT&T, Grupo Financiero BBVA Bancomer, S.A. de C.V. and Alfa). Prior to his current
responsibilities, he was President of Sigma, the food division of Alfa. He has also held other executive positionsin
Alfaincluding Vice President of Corporate Planning and President of Polioles (a petrochemical joint venture with
BASF). Mr. Garzaholds adegreein Management from the M assachusetts I nstitute of Technology and an MBA
from the Stanford Graduate School of Business.

Daniel Servitje Montul has served as a Series A Director since 1998. He is Chief Executive Officer of Grupo
Industrial Bimbo, S.A. de C.V. He also serves on the boards of directors of Banco Naciona de Mexico, Grocery
Manufactures of America, and FICSAC (Universidad |beroamericana). Mr. Servitje joined Grupo Industrial Bimbo
in 1978, and has served as General Director of Marinelaand Vice President of Grupo Bimbo, S A. deC.V., inthe
past. Mr. Servitje holds a degree in Business from the Universidad | beroamericanain Mexico and an MBA from
Stanford University.

Herbert Allen 111 has served as a Series A Director since 2000. Heis an investment banker at Allen & Company,
Inc., in New York City. Mr. Allen joined Allen and Company in 1993, focusing on the investment business sector.
Prior to 1993, he was employed at T. Rowe Price in Baltimore. From 1990 to 1992, he worked for Botts &
Company, Ltd. in London. Mr. Allen holds a Bachelor of Arts degree in History from Y ale University.

Jeffrey T. Dunn has served as a Series D Director since 2001. Heis President and Chief Operating Officer of Coca-
Cola Americas and Executive Vice President of The Coca-Cola Company. Heisamember of the Board of Trustees
of the Georgia Alliance for Children and the Atlanta Dogwood Festival. Inthe past, he has served as President of
The Coca-Cola Company’s North America Group. In 1981, Mr. Dunn joined The Coca-Cola Company’s Wine
Spectrum Division in Southern California; and after the sale of this division to Seagram, he rejoined The Coca-Cola
Company. From 1985 to 1998, Mr. Dunn worked for Coca-Cola USA Fountain, holding avariety of positions. He
was appointed Senior Vice President of Coca-Cola’ s North America Marketing division in January 2000. Mr. Dunn
holds a Bachelor’ s Degree from the University of Georgiaand an MBA from Pepperdine University.

James E. Chesnut has served as a Series D Director since 1993. Heis Executive Vice President of Operations
Support of The Coca-Cola Company. Heisamember of the board of Coca-Cola Enterprises. 1n 1972, Mr. Chesnut
joined The Coca-Cola Company as afinancial analyst in London. In 1984, he was appointed Region Finance
Manager in the Philippines, and in 1987 he was transferred to Atlanta as Manager of Treasury Services for the
Pacific. In 1989, Mr. Chesnut became the Chief Financial Officer in Japan. In 1993, he was elected Vice President
and Controller of The Coca-Cola Company. He was appointed Chief Financial Officer and Senior Vice President in
1994. Mr. Chesnut holds a degreein Accounting from the University of Glasgow.

CharlesH. McTier has served as a Series D Director since 1998. Heis President of the Robert W. Woodruff
Foundation, Inc. He also currently serves as President of Joseph B. Whitehead Foundation, Inc., The Lettie Pate
Evans Foundation, Inc., Lettie Pate Whitehead Foundation, Inc., Robert W. Woodruff Health Sciences Fund, Inc.
and Ichauway Inc. Mr. McTier isaso amember of the board of directors of the SunTrust Bank of Georgiaand Vice
President of the Commerce Club in Georgia. Mr. McTier holds a degree in Business Administration from Emory
University.
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Barbara Garza Gonda has served as a Series D Director since 1999. Sheis President of Fundacién Cultural
Bancomer, A.C. Ms. Garzaalso serves on the board of directors of Grupo Financiero BBVA Bancomer, S.A. de
C.V. She has broad experiencein the financial sector through her work with Grupo Financiero BBVA Bancomer,
S.A.deC.V,, CITIBANK and Serfin. Ms. Garza holds a degreein Business Administration and an MBA.

AlexisE. Rovzar delaTorre has served as a Series L Director since 1993. Heis an Executive Partner at White &
Case S.C. Mr. Rovzar also serves on the boards of directors of FEMSA, Bank One (México), Grupo Industria
Bimbo, S.A. de C.V., and Grupo Comex, S.A. de C.V. He has participated in numerous international business
transactions, including joint ventures, debt to capital swaps, and many other financial projects. Mr. Rovzar holdsa
degree in Law from UNAM.

José Manuel Canal Hernando has served as a Series A Examiner since 1993. Heis Senior Managing Director at
Ruiz, Urquiza & Co., S.C., amember of the Andersen Worldwide Organization, S.C. Mr. Canal has presided over
the Committee of Surveillance of the Mexican Institute of Finance Executives and has participated in several
commissions at the College of Public Accountants of Mexico, in the Honorary and Government Chapters. Mr.
Canal has extensive experience in financial auditing for holding companies, banks and financial brokers. Mr. Canal
holds a CPA degree from UNAM.

Fausto Sandoval Amaya has served as Series D Examiner since 1993. He has been a partner at Ernst & Y oung
L.L.P. since 1978, currently serving as the Accounting Committee Director and as a member of the firm’s board of
directors. In addition, he serves on the boards of directors of Black & Decker, Bombardier, and Paccar (Mexican
Kenworth). Mr. Sandoval holds a degree in Accounting from Escuela Superior de Administracion y Finanzas |PN.

Ernesto Torres Arriaga has served as our Vice President since 1995. He joined Industria Embotelladora de M éxico,
S.A.deC.V. (“IEMSA™), one of our subsidiaries, in 1974 as a Director of Production for the State of Mexico. In
1982, he was appointed Production Manager of IEMSA. Mr. Torres began his career in 1958 and initially served at
various bottling plantsin Mexico, where he held several positionsin the production, technical, and logistics areas,
eventually becoming General Manager of Sales, Production and Administration. Mr. Torres holds a degreein Food
Engineering from Kansas State University.

Héctor Trevifio Gutiérrez has served as Chief Financial and Administrative Officer since 1993. He joined FEMSA
in 1981 and was in charge of International Financing until 1984. From 1984 to 1986, he served as General Manager
of Financial Planning and as General Manager of Strategic Planning from 1986 to 1989. From 1989 to 1993, Mr.
Trevifio headed FEM SA’s Corporate Development department. Mr. Trevifio holds a degree in Chemical and
Administrative Engineering from ITESM and an MBA from the Wharton School of Business.

John SantaMaria Otaziia has served as our Director of Strategic Planning and Business Devel opment since 2000.
From 1995 to 2000, he also served as Chief Operating Officer of our Mexican operations. From 1991 to 1995, he
worked with different bottling companiesin Mexico, gaining expertise in areas such as Strategic Planning and
General Management. Mr. Santa Maria holds a degree in Business Administration and an MBA with amajor in
Finance from Southern Methodist University.

Rafael Suarez Olaguibel has served as our Chief Operating Officer in Mexico since 2000. He joined FEM SA’ s soft
drink division in 1986 as Planning and Projects Director. In March 1987, he was appointed Corporate Marketing
Manager for the Valley of Mexico, and from 1987 to 1989, he served as Director of Marketing. In April 1989, he
was appointed Distribution and Marketing Director of FEM SA’ s soft drink division, and later served as Chief
Operating Officer of Coca-Cola FEM SA de Buenos Aires until late in 2000. Mr. Suérez began his career in 1981 at
Coca-Cola Export, where he worked in the Administrative, Distribution and Marketing departments of Cola-Cola
Export. Mr. Suérez holds a degree in Economics from ITESM.

Ernesto Silva Almaguer has served as our Chief Operating Officer in Buenos Aires since 2000. He joined FEM SA
in 1980 as Strategic Services Manager. From 1985 to 1988, Mr. Silva assisted the General Director with Special
Projects and Strategic Management. From 1988 to 1994, he worked for Fabricas de Monterrey in several
manufacturing positions. He has also served as Vice President of International Sales of FEMSA Empaques and as
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the New Business Development Director of Coca-Cola FEMSA from 1997 to 2000. Mr. Silvaholds adegreein
Mechanical and Administrative Engineering from ITESM and an MBA from the University of Texas at Austin.

Domingo Vaccarezza has served as our Technical Director since 1997. Mr. Vaccarezzajoined The Coca-Cola
Company in October 1990 as Engineering Director in Atlanta. From January 1992 to July 1994, he served as
Technical Director for The Coca-Cola Company in Mexico. In August 1994, he was selected as Director of the
Valley of Mexico Bottling Plant. Mr. Vaccarezza holds a degree in Mechanical Engineering from the Universidad
Técnica Federico SantaMariain Chile and an MBA from the Adolfo |bafiez Business School in Valparaiso, Chile.

Eulalio Cerda Delgadillo has served as Human Resources Director since 2000. He joined Cerveceria Cuauhtémoc
in September 1981 as a New Projects Executive. From 1982 to 1988, he served in the Marketing Department, and
from 1988 to 1996, he worked in several departments including Maintenance, Packaging, Bottling, Human
Resources, Technical Development and Projects. Mr. Cerda holds a degree in Mechanical Engineering from
ITESM.

Compensation of Directorsand Officers

For the year ended December 31, 2000, the aggregate compensation of all of our executive officers paid or
accrued in that year for servicesin all capacities was approximately Ps.82.8 million, of which approximately
Ps. 41.8 million was paid in the form of cash bonus awards. The aggregate compensation amount also includes
bonuses paid to certain of our executive officers pursuant to our cash-settled option executive incentive program (as
discussed below) and stock incentive plan (as discussed in “—Stock Options”).

During 1998 and 1999, we paid Ps. 20,000 to each director for each meeting attended by such director.
Beginning in 2000, we have paid Ps. 30,000 to each director for each meeting attended. The aggregate
compensation for directors during 2000 was Ps. 1.9 million.

In 1997, we commenced an executive incentive program through which a one-time cash-settled option was
granted to certain of our executive officers. Under the terms of our executive incentive program, such executive
officerswill be entitled on the fifth anniversary of the 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
fiveyearsin the market value of FEMSA BD Units and shares of our company in equal parts, provided that no
payments will be made unless the market value of FEMSA BD Units and shares of our company has doubled in real
terms by such fifth anniversary. The executive incentive program was originally based on the market val ue of
Emprex Series B Shares and shares of our company, but was | ater adjusted to refer to the market value of FEMSA
BD Units and shares of our company, as described above. The executive incentive program isadministered by a
trust, 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 FEMSA BD
Units. To the extent that the executive incentive program is based on shares of our company, we hedged the
potential risk related to our shares by buying stock options, which we financed internally through the acquisition of a
put option contract.

As of the date of this Annual Report, we have not made provisions to provide pension, retirement or similar
benefits for our directors. Our senior management participates in our general pension plan, which is availableto all
non-union employees and officers of our company.

Stock Options

In 1998, we commenced afive-year stock incentive plan for the benefit of our executive officers. Under
the terms of the stock incentive plan, certain executive officers may be selected to receive a special cash bonus
which will be used to obtain astock grant (as discussed below) or an option right (as discussed below), as
determined for each individual case. The selection of the executive officers to participate in the stock incentive
plan, the type of right which will be obtained with the special cash bonus, and the value of the special cash bonus
will be determined jointly by the Human Resources Committee and our company, based on each executive officer's
level of responsibility and corporate achievements during the prior year.
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The stock grants and the option rights are administered by atrust for the benefit of the selected executive
officers. Under the terms of the stock incentive plan, each time a special cash bonusis assigned by us or any of our
subsidiaries to an executive officer, such executive officer shall contribute the bonus to the administrative trust in
exchange for a stock grant or option right, as determined for each individual case.

A stock grant will entitle an executive officer to receive a specified proportion of FEMSA BD Unitsand
shares of our company 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 cash bonus. Under the terms of the
stock incentive plan, the ownership of the FEMSA BD Units and the shares of our company 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 FEM SA BD Units and shares of our company that can
be acquired with 20% of the total value of each executive officer’s special cash 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 cash bonus, which shall entitle an
executive officer to either: (a) acquire a certain number of FEMSA BD Units and shares of our company, at the
exercise price specified in the option or (b) receive a cash payment equivalent to the amount of increasein the
market value of such number of FEMSA BD Units and shares of our company, as compared to the exercise price
specified in the option. 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 FEMSA BD Units and shares of our
company 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 our company 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 us or our subsidiaries pursuant to the stock
incentive plan. However, as specified above, if any future option rights are to be granted, they will be acquired in
the market.

Share Owner ship

Asof May 15, 2001, certain of our directors and alternate directors serve on the Technical Committee as
Trust Participants under the Irrevocable Trust No. F/29487-6 established at BBV A Bancomer, S.A., as Trustee,
which isthe owner of 54.3% of the voting stock of FEMSA, which in turn owns 51% of our outstanding capital
stock through its subsidiary, Emprex. These directors and alternate directorsinclude Eugenio Garza Lagiiera, José
Antonio Fernandez Carbajal, Juan CarlosBraniff Hierro, Alfonso Garza Garza, Mariana Garzade Trevifio and
Barbara Garza Gonda de Braniff. See“ltem 7. Major Shareholders and Related Party Transactions—M ajor
Shareholders.” None of our other directors, alternate directors or executive officersis the beneficial owner of more
than 1% of any class of our capital stock.

Employees

Asof December 31, 2000, we employed 15,054 employees, including 12,821 employeesin Mexico and
2,233 employeesin Argentina.



Thetable below sets forth the number of our employees by category of employment for the periods
indicated.

For the Year ended December 31,

2000 1999 1998

EXECULIVES ...ttt ettt et nns 143 138 142
Non-Union Employees 5771 5,827 5,574
UnNion EMPIOYEES ..ot 9,140 9,308 9,208
10 - USRS 15,054 15,273 14,924

(" As of December 31, 2000, we also employed 607 temporary workers.

As of December 31, 2000, approximately 61% of our employees, most of whom were employed in Mexico,
were members of labor unions. We had 39 separate collective bargaining agreements with six labor unions
represented at our 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.

We consider our current relations with our workforce to be good.
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Item 7. Major Shareholdersand Related Party Transactions
MAJOR SHAREHOLDERS

Our principal shareholders are Emprex, adirect subsidiary of FEM SA, apublicly traded company listed on
the Mexican Stock Exchange and on The New Y ork Stock Exchange, and Inmex, a wholly owned subsidiary of The
Coca-Cola Export Corporation and an indirect subsidiary of The Coca-Cola Company. See“ltem4. Information on
the Company—The Company—Corporate Background.”

Our share capital consists of three classes of securities: Series A Shares held by Emprex, Series D Shares
held by Inmex, and Series L Shares, held by the public. On January 28, 1998, we effected a three-for-one stock
split. Our capital structure at December 31, 2000 was as follows:

% Owner ship of

Outstanding Outstanding % of
Shareholder Capital Stock Capital Stock Voting Rights
Emprex (Series A Shares)Y.........c.ocverevemveeneeeesseeeseesssssessesenns 726,750,000 51 63
Inmex (Series D Shares) 427,500,000 30 37
Public (Series L Shares)®® 270,750,000 _19 *
LI L= SRRSO 1,425,000,000 100 100

@ FEMSA owns 99.98% of the capital stock of Emprex, and 54.3% of the voting stock of FEMSA is controlled by the Technical Committee
and Trust Participants under Irrevocable Trust No. F/29487-6 established at BBV A Bancomer, SA., as Trustee. Asof May 15, 2001, the
Trust Participantsincluded: Max Michel Suberville, Eugenio Garza L agiiera, Paulina Garza Gonda de Marroquin, Bérbara Garza Gonda de
Braniff, Mariana Garza Gonda de Trevifio Bryan, Eva Gondade Garza, José Antonio Fernandez Carbgjal, Eva Garza Gonda de Fernandez,
Juan Carlos Braniff Hierro, Consuelo Garza L agliera de Garza, Alfonso Garza Garza, Patricio Garza Garza, Juan Carlos Garza Garza,
Eduardo Garza Garza, Eugenio Garza Garza, Alberto Bailléres, Maria Teresa G. de Bailléres, Inversiones Bursétiles Industrides, SA. de
C.V., Corbd, SA. de C.V.,Magdalena M. de David, Alepage, S.A., Grupo Financiero BBVA Bancomer, S.A., as Trustee under Trust No.
F/29013-0, Max David Michel, Juan David Michel, Monique David de VanL athem, Renee Michel de Guichard, Magdalena Guichard
Michel, Rene Guichard Michel, Miguel Guichard Michel, Graciano Guichard Michel, Juan Guichard Michel, Inversiones Franca, SA. de
C.V., and BBVA Bancomer, SA., as Trustee under Trust No. F/29490-0.

@ Holders of SeriesL Sharesare only entitled to vote in limited circumstances. See “Item 10. Additiona Information—Limitations Affecting
Non-Mexican 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, asto the exercise of the limited voting rights pertaining to the SeriesL Shares
represented by their ADSs.

In addition, 270,750,000 Series B Shares 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 our Series A Shares, has the power to elect eleven of the sixteen directors,
and Inmex, as the sole owner of our 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 our board of directors and,
except in certain limited situations, all actions requiring approval of the shareholders. See“—The Shareholders
Agreement.”

As Technical Committee members, Trust Participants under Irrevocable Trust No. F/29487-6 established at
BBVA Bancomer, S.A., as Trustee, may be deemed to be the beneficial owners of 51% of our outstanding capital
stock, because the trust owns 54.3% of the voting stock of FEMSA, which in turn owns 51% of our company
through its subsidiary, Emprex. Asaconsequence of the internal procedures of the trust’s Technical Committee, the
Technical Committee, as awhole, is deemed to have the beneficial ownership with sole voting power of all the
shares deposited in the Voting Trust and the Trust Participants, as Technical Committee members, are deemed to
have beneficial ownership with shared voting power over those same deposited shares. We are not aware of any
other beneficial owner of more than 5% of any class of our shares. See“Item 6. Directors, Senior Management and
Employees—Share Ownership.”

Asof May 31, 2001, there were 26,120,072 of our ADSs outstanding, each ADS representing ten Series L
Shares. Approximately 96% of our outstanding Series L Shares were represented by ADSs. Asof May 31, 2001,
the ADSs were held by approximately 337 holders, (including The Depositary Trust Company) with registered
addresses in the United States.



The Shareholders Agreement

In connection with the subscription by Inmex (an indirect subsidiary of The Coca-Cola Company) of 30%
of our capital stock, FEMSA and The Coca-Cola Company agreed that we would be managed as ajoint venture.
Accordingly, in June 1993, Emprex (adirect subsidiary of FEMSA), which is the direct holder of the Series A
Shares, Inmex and The Coca-Cola Company entered into the shareholders agreement, which, together with our
bylaws, sets forth the basic rules under which we operate.

In the shareholders agreement, Emprex and Inmex (each a principal shareholder) confirm their agreement
to the corporate governance provisions set forth in our bylaws relating to the composition of our board of directors
and executive officers as well as to the election of the members of our board and officers. See*Item 6. Directors,
Senior Management and Employees.” In addition, the shareholders agreement embodies the principal shareholders’
agreement that we be managed in accordance with one-year and five-year business plans, although in practice, we
are now managed according to athree-year plan.

The shareholders agreement al so sets forth the principal shareholders' understanding as to the effect of
adverse actions of The Coca-Cola Company under the bottler agreements as set forth in our bylaws. Our bylaws
provide that amagjority 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
agreement or supplemental agreement between The Coca-Cola Company and our company or any of our
subsidiariesis materially adverse to our businessinterests and that The Coca-Cola Company has failed to cure such
action within 60 days of notice, may declare a simple majority period at any time within 90 days after giving notice.
During the simple majority period certain decisions, namely the approval and material changing of our one-year and
five-year business plans 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 our
entire board of directors, 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 atermination. |f asimple mgjority 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 therights of first refusal provided for in our bylaws regarding proposed transfers of Series A
Shares or Series D Shares, the sharehol ders agreement contempl ates three circumstances under which one principal
shareholder may purchase the interest of the other in our company: (i) achangein control in aprincipal
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 our company in any of
these circumstances or (ii) Inmex’sor Emprex’s ownership of our shares of capital stock other than the Series L
Sharesisreduced below 20% of all such shares and upon the request of the principal shareholder whoseinterest is
not so reduced, the sharehol ders agreement requires that our bylaws be amended to eliminate all share transfer
restrictions and all super-mgjority voting and quorum requirements, after which the sharehol ders agreement would
terminate. In the event that Inmex’s or Emprex’ s ownership of our 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 sharehol ders agreement requires that our bylaws 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 a reduction of Inmex’s
ownership, Emprex acting alone 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 al so contains provisions relating to the principal shareholders’ understanding
asto our growth. It statesthat it is The Coca-Cola Company’ s intention that we will be viewed as one of asmall
number of its “anchor” bottlersin Latin America. In particular, the parties agree that it is desirable that we expand
by acquiring additional bottler territoriesin Mexico and other Latin American countriesin the event any become
available through horizontal growth. In addition, The Coca-Cola Company has agreed, subject to a number of
conditions, that if it obtains ownership of a bottler territory that fits with our operations, it will give us the option to
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acquire such territory. The Coca-Cola Company has also agreed to support prudent and sound modifications to our
capital structure to support horizontal growth. The Coca-Cola Company’s agreement as to 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 our 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 €l ection to terminate the agreement following a
specified default as described above.
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RELATED PARTY TRANSACTIONS

Weregularly engage in transactions with FEM SA, The Coca-Cola Company, and their affiliates. 1n 2000,
we purchased crown caps, plastic bottle caps, commercial refrigerators, lubricants, detergents, plastic cases, and
substantially all of our returnable glass bottle requirements for our Mexican operations from FEMSA Empagues, an
indirect, wholly-owned subsidiary of FEMSA, under several supply agreements. We also purchase some
refrigerators from a subsidiary of FEM SA Empagues for the Buenos Aires Territory. The aggregate amount of these
purchases was Ps. 562.1 million in 2000. In addition, some canned beverages in the Mexican Territories are
purchased from IEQSA, which in turn purchases a portion of empty cans from Famosa, asubsidiary of FEM SA
Empagues. In 2000, Coca-Cola FEM SA de Buenos Aires purchased all of its can presentations from CICAN, ajoint
venture between Coca-Cola FEM SA de Buenos Aires and the Coca-Cola bottlersin Argentina, Uruguay and
Paraguay. In addition, Coca-Cola FEM SA de Buenos Aires also purchased a portion of its plastic ingot
requirements for producing plastic bottles and all of our returnable bottle requirements from CIPET. CIPET isa
local subsidiary of Embotelladora Andina, S.A., a Coca-Cola bottler with operations in Argentina, in which The
Coca-Cola Company has a substantial interest. We believe that our purchasing practices result in prices comparable
to those that would be obtained in arm’s length negotiations with unaffiliated parties.

We entered into a service agreement in June 1993 with FEM SA Servicios, S.A. de C.V., an indirect
subsidiary of FEMSA, pursuant to which FEM SA Servicios provides certain administrative servicesrelating to
insurance, legal and tax advice for aperiod of at least one year, cancelable thereafter by either party, and certain
limited administrative and auditing services for aslong as FEM SA maintains an interest in our company. Ineach
case, these agreements were made on terms that we believe to be commercially reasonable.

In November 2000, we entered into a service agreement with FEM SA Logistica, an indirect subsidiary of
FEMSA, pursuant to which FEM SA Logistica transports finished products from our production facilities to our
distribution centers within Mexico. From November 1997 until November 2000, FEM SA Logistica, and previously
another FEM SA subsidiary, provided similar services pursuant to an informal arrangement with our company. In
2000, we paid approximately Ps. 227.9 million pursuant to this agreement.

Weareinsured in Mexico primarily under FEM SA’ s umbrellainsurance policies with Seguros Monterrey
New York Life S.A., which was one of our affiliates until January 14, 2000. The policies were purchased pursuant
to acompetitive bidding process. This coverageincludesall risk, general liability and theft, as well aslife insurance
and health insurance for certain eligible employees. In addition, we are covered against third-party liabilities arising
from vehicular accidents. We believe that this arrangement provides us with adequate coverage at commercially
reasonablerates. Fidelity bonds are purchased from Fianzas Monterrey New York Life S.A., which was one of our
affiliates until January 14, 2000, and financial services are obtained from Grupo Financiero BBVA Bancomer, S.A.
de C.V. and its subsidiaries, one of our affiliates, in each case on an arm’ s length basis.

Our 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 paymentsto usin
connection with cold-drink equipment investment and other volume driving investment programs. We purchase all
of our concentrate requirements for Coca-Colatrademark beverages from The Coca-Cola Company.

We obtained financial services and engaged in transactions for the purchase of fidelity bonds and insurance
coverage from subsidiaries of Grupo Financiero BBV A Bancomer, S.A. de C.V., afinancial services holding
company of which, as of December 31, 2000, two of our directors, Ricardo Guajardo Touché and Juan Carlos
Braniff Hierro, were the chairman and vice-chairman of the board of directors, respectively.



Item 8. Financial Information
CONSOLIDATED STATEMENTS AND OTHER FINANCIAL INFORMATION
Consolidated Statements
See “Item 18. Financial Statements’ and pages F-1 through F-31.
Dividend Policy
For adiscussion of our dividend policy, see“Item 3. Key Information—Dividends and Dividend Policy.”
L egal Proceedings

In May 2000, the Comisién Federal de Competencia (the Mexican Federal Antitrust Commission or
“Commission”) requested that we provide them with information relating to their investigation of the sales practices
of The Coca-Cola Company and the bottlers of Coca-Colatrademark beveragesin Mexico, including our company.
Thisinvestigation focuses on monopolistic practices within the soft drink industry in Mexico. On November 3,
2000, the Commission notified us of its preliminary findings that the bottlers of Coca-Colatrademark beverages
engaged in monopolistic practices with respect to exclusivity arrangements with retailers. We believe that such
contracts with retailers areimmaterial as a percentage of our total sales. We are among the parties challenging these
findingsin aformal procedure before the Commission. Although we do not believe that the outcome of the
investigation will have amaterial adverse effect on our financial condition, we cannot give any assurances that such
legal actions will not negatively affect usin the future.



Item 9. The Offer and Listing
TRADING MARKETS

ADRs representing the ADSs have been issued by the Bank of New Y ork, the depositary for our ADSs.
Our ADSs have been traded on the New Y ork Stock Exchange, and our Series L Shares on the Mexican Stock
Exchange, since 1993. Each ADS representsten Series L Shares. On December 31, 2000, approximately 96% of
the publicly traded Series L Shareswere held in the form of ADSs.

The following table sets forth, for the periods indicated, 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
Pesos per L Share Dollarsper L Share
High Low High Low

1996:

Full year Ps. 7.87 Ps. 527 $ 10.75 $ 679
1997:

Full year Ps. 15.83 Ps. 747 $ 19.52 $ 038
1998:

Full year Ps. 17.72 Ps. 10.98 $ 20.69 $ 1081
1999:

First quarter Ps. 16.90 Ps. 11.98 $ 17.25 $ 11.13

Second quarter 20.30 15.00 21.81 15.75

Third quarter 18.90 13.00 19.63 13.81

Fourth quarter 17.00 12.32 18.06 12.69
2000:

First quarter Ps. 19.00 Ps. 15.00 $ 20.56 $ 15.25

Second quarter 18.80 13.78 19.31 14.38

Third quarter 19.30 17.18 20.69 18.00

Fourth quarter 21.15 17.50 22.38 18.50

December 21.15 17.96 22.38 19.06
2001:

January Ps. 23.15 Ps. 19.62 $ 2531 $ 20.00

February 21.22 19.57 21.75 20.38

March 20.52 16.91 21.45 18.00

April 18.50 16.80 19.50 17.85

May 20.61 17.85 23.00 19.25



Since November 1, 1996, our 8.95% Notes due November 1, 2006 have been listed on the New Y ork Stock
Exchange. The following table setsforth, for the periods indicated, the reported high and low sales prices for the
notes on the New Y ork Stock Exchange.

New York Stock Exchange
Per centage of Principal Amount

High Low
1996:
November through December...........cccccvuveneeee. 103.11 99.32
1997:
FUIT Y.t 106.63 94.33
1998:
FUIT YA ...ttt ssessseenes 106.00 82.00
1999:
FirSt QUArtEr ..o 102.81 90.16
Second quarter 101.53 93.54
Third quarter............... 101.05 90.53
Fourth quarter........coeevvevccievesee e 101.90 97.86
2000:
First QUarter.....ooceeeeessecessesse s eeseseees 104.97 99.24
Second quarter 106.33 101.29
Third quarter............... 104.14 101.15
Fourth quarter............. 105.22 102.79
DECEMDET ... s 105.22 103.31
2001:
105.77 104.28
105.46 104.59
106.21 105.07
106.14 104.42
106.27 103.77

It isnot practical for usto determine the portion of the notes beneficially owned by U.S. persons.



TRADING ON THE MEXICAN STOCK EXCHANGE

The Mexican Stock Exchange (Bolsa Mexicana de Valores, SA. de C.V.), located in Mexico City, isthe
only stock exchangein Mexico. Founded in 1907, it is organized as a corporation whose shares are held by 30
brokerage firms, which are exclusively authorized to trade on the Exchange. Trading on the Mexican Stock
Exchange takes place principally on the Exchange through automated systems, which is open between the hours of
8:30 am. and 3:00 p.m. Mexico City time, each businessday. Tradesin securities listed on the Mexican Stock
Exchange can also be effected off the Exchange. The Mexican Stock Exchange operates a system of automatic
suspension of trading in shares of a particular issuer as ameans of controlling excessive price volatility, but under
current regulations this system does not apply to securities such asthe Series L Shares that are directly or indirectly
(for example, through ADSs) quoted on a stock exchange (including for these purposes NASDA Q) outside Mexico.

Settlement is effected two business days after a share transaction on the Mexican Stock Exchange.
Deferred settlement, even by mutual agreement, is not permitted without the approval of the Mexican National
Securities Commission (CNBV). Most securities traded on the Mexican Stock Exchange, including our shares, are
on deposit with Instituci?n para el Dep?sito de Valores, SA. de C.V. (Indeval), aprivately owned securities
depositary that acts as a clearinghouse for Mexican Stock Exchange transactions.
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Item 10. Additional Information
BYLAWS

Set forth below isabrief summary of certain significant provisions of our bylaws, as amended, and
Mexican law. This description does not purport to be complete and is qualified by reference to our bylaws and
Mexican law. For adescription of the provisions of our bylaws relating to our board of directors, executive officers,
and examiners, see “Item 6. Directors, Senior Management and Employees.”

Organization and Register

We were incorporated on October 31, 1991, as a Mexican corporation (sociedad an?nima de capital
variable) in accordance with Chapter V of the Mexican Companies Law. We are registered in the Public Registry of
Commerce of Mexico City on August 23, 1993 under the number 176543.

Purposes

The purposes of our company may be found in Chapter 1, Article 2 of our bylaws and include the following
general items. a) to establish, promote and organize commercial or civil companies of any type, aswell asto
acquire and possess shares or participationsin them; b) to carry out all types of active and passive transactions
involving bonds, shares, participations and securities of any type; c) to provide or receive advisory, consulting or
other types of servicesin business matters; d) to conduct business with equipment, raw materials and any other items
necessary to the companiesin which we have an interest or with which we have commercial relations; e) to acquire
and dispose of trademarks, commercia names, copyrights, patents, inventions, franchises, distributions, concessions
and processes; f) to possess and operate real and personal property necessary for our purposes; to subscribe, buy and
sell stocks, bonds and securities among other things; g) to draw, accept, make, endorse or guarantee negotiable
instruments, issue bonds secured with real property or unsecured, and to make usjointly liable, to grant security of
any type with regard to obligations entered into by us or by third parties, and in general, to perform such acts, enter
into such contracts and carry out such other transactions as may be necessary or conducive to our business purpose.

Voting Rights

Series A Shares and Series D Shares have full voting rights but are subject to transfer restrictions. Series B
Shares, if subscribed, will have full voting rights and will be freely transferable. SeriesL Shares are freely
transferable but have limited voting rights. Series L Shares are not exchangeable for Series A Shares or Series D
Shares or vice versa. Except for restrictions on transfer of the Series A and Series D Shares, such limitations on the
voting rights of SeriesL Shares, the respective rights of the Series A, Series D and Series L (but not Series B)
Shares, voting as separate classes, to elect specified numbers of our directors and alternate directors and prohibitions
on non-Mexican ownership of Series A Shares, the rights of holders of all series of capital stock are substantially
identical. See“Item 6. Directors, Senior Management, and Employees”, “—Foreign Investment Legislation” and
“—Transfer Restrictions”.

Under our bylaws, holders of Series L Shares are entitled to vote only in limited circumstances. They may
elect one of our 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. See“ltem 6. Directors, Senior Management, and Employees.” |n addition, (i) transformation
of our company from one type of company to another (other than changing from avariable capital to fixed capital
corporation and vice versa), (ii) any merger in which we are not the surviving entity or any merger with an entity
whose principal corporate purposes are different from those of our company or our subsidiaries and (iii) cancellation
of the registration of our shares with the National Register of Securities and Brokers of Mexico or with other foreign
stock exchanges on which our shares may be listed, require a quorum of 82% of our capital stock and the vote of at
least amajority of our capital stock voting (and not abstaining). The affirmative vote of 95% of our capital stock
would be required to amend the provisions of our bylaws that require our controlling shareholders, in the event of
cancellation of the registration of any of our shares on such National Register and upon our request or the resolution
of the National Security Commission of Mexico, to make a public offer to acquire such shares. Except as described
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above and in the following paragraph, the holders of Series L Shares have no voting rights. 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 shares of any series are also entitled to vote as a class in a special meeting
governed by the same rules of the extraordinary meetings 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, and aholder of shares of such serieswould be
entitled to judicial relief against any such action taken without such avote. The determination 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 acourt. 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.

Shareholders' Meetings

General shareholders' meetings may be ordinary meetings or extraordinary meetings. Extraordinary
general meetings are those called to consider certain matters specified in Article 182 of the Mexican Companies
Law. Inaddition, our bylaws require an extraordinary general meeting to consider the cancellation of the
registration of our shares with the National Register of Securities and Brokers of Mexico or with other foreign stock
exchanges on which our shares may be listed. General meetings called to consider all other matters are ordinary
meetings which are held at least once each year. All other matters on which holders of SeriesL Shares are entitled
to vote at ageneral shareholders meeting would be considered at an extraordinary general meeting.

An ordinary general meeting of the holders of Series A, Series D and Series B Shares must be held at |east
once each year to consider the approval of the financial statements of our and certain of our subsidiariesfor the
preceding fiscal year, to elect examiners, to adopt the designation of directors determined by the holders of the
Series A, Series D and Series L Shares at their respective special meetings and to determine the allocation of the
profits of the preceding year.

The quorum for special meetings of any series of sharesisamajority of the holders of such shares, and
action may be taken by holders of amajority of the shares. The quorum for ordinary and extraordinary general
meetings at which holders of Series L Shares are not entitled to vote is 76% of the holders of our Series A, Series D
and Series B Shares, and the quorum for an extraordinary general meeting at which holders of Series L Shares are
entitled to vote is as set forth above.

Shareholders' meetings may be called by the board of directors, the examiners or a court. Holders of 10%
or more of our capital stock may require the board of directors or the examinersto call a shareholders meeting at
which the holders of Series L Shares would be entitled to vote, and holders of 10% or more of the Series A, Series B
and Series D Shares may require the board of directors or the examinersto call a meeting at which the holders of
Series L Shares would not be entitled to vote. Notice of meetings must be published in the Diario Oficial dela
Federacion or a newspaper of general circulation in Mexico City at least 15 days prior to the meeting. In order to
attend a meeting, shareholders must deposit their shares and receive a certificate from our Corporate Secretary (or,
in the case of Series A or Series D Shares, from our transfer agent) authorizing participation in such meeting at |east
48 hours in advance of the time set thereof or, in the case of Series B or Series L Shares held in book-entry form
through Indeval, submit certificates evidencing a deposit of the shareswithIndeval. If so entitled to attend the
meeting, a shareholder may be represented by proxy. Our directors and examiners may not act as proxies.

Dividend Rights

At the annual ordinary general meeting of holders of Series A, Series D and Series B Shares, the board of
directors submits our financial statementsfor the previousfiscal year, together with areport thereon by the board.
The holders of Series A, Series D and Series B Shares, once they have approved the financial statements, determine
the allocation of our net profitsfor the preceding year. They are required by law to allocate at |east 5% of such net
profitsto alegal reserve, which is not thereafter available for distribution except as a stock dividend, until the
amount of the legal reserve equal's 20% of our historical capital stock (before the effect of restatement). The legal
reserve on June 30, 1993 is NPs.500,000. Thereafter, the shareholders may determine and allocate a certain
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percentage of net profitsto any special reserve, including areserve for open-market purchases of our shares. The
remainder of net profitsisavailable for distribution. All shares outstanding and fully paid (including Series L
Shares) at the time adividend or other distribution is declared are entitled to share equally in such dividend or other
distribution. Shareswhich are only partially paid participate in adividend or other distributions in the same
proportion that such shares have been paid at the time of the dividend or other distributions. Treasury shares are not
entitled to dividends or other distributions.

Liquidation

Upon our liquidation, a liquidator may be appointed to wind up its affairs. All fully paid and outstanding
shares of capital stock (including Series L Shares) will be entitled to participate equally in any distribution upon
liquidation. Shareswhich are only partially paid participate in such distribution upon liquidation in the proportion
that they have been paid at the time of liquidation. There are no liquidation preferences for any series of our shares.

Pre-emptive Rights

In the event of a capital increase, a holder of existing shares (including Series L Shares) has a preferential
right to subscribe for a sufficient number of shares of the same series to maintain the holder’ s existing proportionate
holdings of shares. Pre-emptive rights must be exercised within aterm of not less than 15 days following the
publication of notice of the capital increase in the Diario Oficial de la Federacién and in one of the newspapers of
general circulation in our corporate domicile. Under Mexican law, pre-emptive rights cannot be waived in advance
of the issuance thereof and cannot be represented by an instrument that is negotiable separately from the
corresponding share. Asaresult, thereisno trading market for the rights in connection with a capital increase.
Holders of ADSsthat are U.S. persons or located in the United States may be restricted in their ability to participate
in the exercise of such pre-emptiverights. See “Risk Factors—Risks Related to Our Controlling Shareholders and
Capital Structure” for a description of the circumstances under which holders of ADSs may not be entitled to
exercise such rights. Preemptive rights with respect to the Series B and Series L Shares which are held in treasury
have been waived.

Foreign Investment L egislation

Ownership by non-Mexicans of shares of Mexican enterprisesis regulated by the 1993 Ley para Promover
la Inversi?n Mexicana y Regular lalnversi?n Extranjera (the Foreign Investment Law) and the 1998 Regulations
thereunder (the Foreign Investment Regulations). The National Commission on Foreign Investment (the Foreign
Investment Commission) is responsible for administration of the Foreign Investment Law and its Regulations. In
order to comply with restrictions on the percentage of their capital stock that may be owned by non-Mexican
investors, Mexican companies typically limit particular classes of their stock to Mexican ownership. Under the
Foreign Investment Law, atrust for the benefit of one or more non-Mexican investors may qualify as Mexican if the
trust meets certain conditions that will generally ensure that the non-Mexican investors do not determine how the
shares are voted.

The Foreign Investment Law reserves certain economic activities exclusively for the Mexican state and
reserves certain other activities exclusively for Mexican individuals or Mexican corporations, the charters of which
contain a prohibition on ownership by non-Mexicans of the corporation’s capital stock. Although the Foreign
Investment Law grants broad authority to the Foreign Investment Commission to allow foreign investors to own
more than 49% of the capital of Mexican enterprises after taking into consideration public policy and economic
concerns, our bylaws provide that Series A Shares shall at all times constitute no less than 51% of our voting shares
and may only be held by Mexican investors.

Transfer Restrictions
Our bylaws provide that no holder of Series A or Series D Shares may sell its Series A or D Shares unlessit
has disclosed the terms of the proposed sale and the name of the proposed buyer and has previously offered to sell

such shares to the holders of the other such seriesfor the same price and terms asit intended to sell the sharesto a
third party. If the shareholders being offered shares do not choose to purchase such shares within 90 days of the
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offer, the selling shareholder is free to sell the sharesto such third party at the price and under the terms specified in
such offer within a specified time. In addition, our bylaws impose certain procedures in connection with the pledge
of any Series A or Series D Sharesto any financial institution which are designed, among other things, to ensure that
such pledged shares will be offered to the holders of the other such Series at market value prior to any foreclosure
with respect thereto. Finally, aproposed transfer of Series A or Series D Shares other than a proposed sale or such a
pledge, or achange of control of aholder of Series A or Series D Sharesthat is a subsidiary of a principal
shareholder, would trigger rights of first refusal to purchase the subject shares at market value. See“ltem 7. Major
Shareholders and Related Party Transactions—Major Shareholders—The Shareholders Agreement.”

Other Provisions

Redemption

Our fully paid shares are subject to redemption in connection with either (i) areduction of share capital or
(ii) aredemption with retained earnings, which, in either case, must be approved by our shareholders at an
extraordinary shareholders' meeting. The shares subject to any such redemption would be selected by us by lot or in
the case of redemption with retained earnings, by purchasing shares by means of atender offer conducted on the
Mexican Stock Exchange, in accordance with the Mexican Companies Law.

Capital Variations

Any change in our authorized capital stock requires aresolution of an extraordinary general meeting of
shareholders. We are permitted to issue shares constituting fixed capital and shares constituting variable capital. At
present, all of the issued shares of our capital stock, including those Series B and Series L Shares that remain in our
treasury, constitute fixed capital. See®—Voting Rights.” The fixed portion of our capital stock may only be
increased or decreased by amendment of our bylaws upon resolution of an extraordinary general meeting of the
shareholders. The variable portion of our capital stock may be increased or decreased by resolution of an ordinary
general meeting of the shareholders without amending the by-law. Under Mexican law and our bylaws, the
outstanding variable portion of our stock may be redeemed at the holder’ s option at any time at a redemption price
equal to the lower of: (i) 95% of the average market value of such shares on the Mexican Stock Exchange for 30
trading days on which the shares were quoted preceding the date on which the exercise of the option is effective and
(i) the book value of such shares at the end of the fiscal year in which the exercise of the option is effective. If the
option is exercised during the first three quarters of afiscal year, it is effective at the end of that fiscal year; but if it
is exercised during the fourth quarter, it is effective at the end of the next succeeding fiscal year. The redemption
price would be payable following the annual ordinary general meeting of holders of Series A, Series D and Series B
Shares at which the relevant annual financial statements were approved.

Fixed capital cannot be redeemed. Requests for redemption are satisfied only to the extent of available
variable capital and in the order in which the requests are received. Requeststhat are received simultaneously are
satisfied pro ratato the extent of available capital.

Forfeiture of Shares

Asrequired by Mexican law, our bylaws provide that our non-Mexican shareholders formally agree with
the Ministry of Foreign Affairs (i) to be considered as M exicans with respect to the shares that they acquire or hold
aswell asto the property, rights, concessions, participations or interests owned by us or to the rights and obligations
derived from any agreements we have with the Mexican government and (ii) not to invoke the protection of their
own governments in matters relating to their shareholdings. Failureto comply is subject to a penalty of forfeiture of
such shareholder’ s capital interestsin favor of Mexico. Under this provision, a non-Mexican shareholder is deemed
to have agreed not to invoke the protection of his own government by asking such government to interpose a
diplomatic claim against the Mexican government with respect to the shareholder’ srights as a shareholder. Inthe
opinion of Lic. Carlos Aldrete Ancira, our Mexican counsel, under this provision a non-Mexican shareholder is not
deemed to have waived any other rightsit may have, including any rights under the United States securities laws,
with respect to itsinvestment in our company. If the shareholder should invoke such governmental protection in
violation of this agreement, its shares could be forfeited to the Mexican government. Mexican law requires that
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such aprovision be included in the bylaws of all Mexican corporations unless such bylaws prohibit ownership of
shares by non-Mexican persons.

Duration
Our existence under the bylaws continues until 2090.
Purchase of Our Own Shares

According to our bylaws, we generally may not repurchase our shares, subject to certain exceptions. First,
we may repurchase fully paid shares for cancellation with distributable earnings pursuant to a decision of an
extraordinary general meeting of shareholders. Second, pursuant to judicial adjudication, we may acquire the shares
of ashareholder in satisfaction of adebt owed to us by such shareholder; we must sell any shares so acquired within
three months, otherwise our capital stock will be reduced and such shares cancelled. Third, in accordance with our
bylaws, we would also be permitted to repurchase our own shares on the Mexican Stock Exchange under certain
circumstances, with funds from a special reserve created for such purpose. We may hold shares we repurchase as
treasury shares, which would be treated as authorized and issued but not outstanding unless and until subsequently
subscribed for and sold.

Conflict of I nterest

A shareholder that votes on a business transaction in which itsinterest conflicts with that of our company
may be liable for damages, but only if the transaction would not have been approved without such shareholder’s
vote.

Actions against Directors

Action for civil liabilities against directors may be initiated by resolution passed at a general ordinary
shareholders' meeting. Inthe event the shareholders decide to bring such action, the directors against whom such
action isto be brought immediately cease to be directors. Additionally, shareholders (including holders of Series L
Shares) representing, in the aggregate, not less than 15% of the outstanding shares may directly bring such action
against directors, provided that (i) such shareholders did not concur in the decision at the general shareholders’
meeting not to take action against the directors, and (ii) the claim covers all the damages alleged to have been caused
to usand not only the portion corresponding to such shareholders. Any recovery of damages with respect to such
action will be for our benefit and not for the shareholders bringing action.

Appraisal Rights

Whenever the shareholders approve a change of corporate purposes, change of nationality of the
corporation or transformation from one form of company to another, any shareholder entitled to vote on such change
that has voted against it may withdraw from our company and receive the amount cal culated as specified in Mexican
law attributable to its shares, provided that it exercisesits right 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
such changes, such withdrawal rights are available to holders of Series L Sharesin fewer cases than to holders of
other series of our capital stock.

Rights of Shareholders

The protections afforded to minority shareholders under Mexican law are different from those in the United
States and many other jurisdictions. The substantive law concerning fiduciary duties of directors has not been the
subject of extensive judicia interpretation in Mexico, unlike many statesin the United States where duties of care
and loyalty elaborated by judicial decisions help to shape the rights of minority shareholders. Mexican civil
procedure does not contempl ate class actions or shareholder derivative actions, which permit shareholdersin U.S.
courtsto bring actions on behalf of other shareholders or to enforce rights of the corporation itself. Shareholders
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cannot challenge corporate action taken at a shareholders' meeting unless they meet certain procedural requirements,
as described above under “—Shareholders' Meetings.”

As aresult of these factors, in practice it may be more difficult for our minority shareholders to enforce
rights against us or our directors or controlling shareholders than it would be for shareholders of aU.S. company.

In addition, under the U.S. securities laws, as aforeign private issuer, we are exempt from certain rules that
apply to domestic U.S. issuers with equity securities registered under the U.S. Securities Exchange Act of 1934,
including the proxy solicitation rules, the rules requiring disclosure of share ownership by directors, officers and
certain shareholders. We are also exempt from certain of the corporate governance requirements of the New Y ork
Stock Exchange, Inc., including the requirements concerning audit committees and independent directors.

Enforceability of Civil Liabilities

We are organized under the laws of Mexico, and most of our directors, officers and controlling persons
reside outside the United States. In addition, a substantial portion of our assets and their assets are located in
Mexico. Asaresult, it may be difficult for investors to effect service of process within the United States on such
persons. It may also be difficult to enforce against them, either inside or outside the United States, judgments
obtained against them in U.S. courts, or to enforcein U.S. courts judgments obtai ned against them in courtsin
jurisdictions outside the United States, in any action based on civil liabilities under the U.S. federal securities laws.
Thereis doubt asto the enforceability against such personsin Mexico, whether in original actions or in actionsto
enforce judgments of U.S. courts, of liabilities based solely on the U.S. federal securitieslaws.
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MATERIAL CONTRACTS

We manufacture, package, distribute, and sell soft drink beverages and bottled water in territoriesin
Mexico and Argentina under bottler agreements with The Coca-Cola Company. For adiscussion of the terms of
these contracts, see“Item 4. Information on the Company—Bottler Agreements.” In addition, pursuant to a
tradename licensing agreement with The Coca-Cola Company, we are authorized to use certain trademark names of
The Coca-Cola Company. See“Item 4. Information on the Company—Bottler Agreements.”

We are managed as a joint venture between Emprex, a subsidiary of FEMSA, and Inmex, a subsidiary of
The Coca-Cola Company, pursuant to the shareholders agreement. For adiscussion of the terms of this agreement,
see “Item 7. Major Shareholders and Related Party Transactions—Major Shareholders—The Shareholders
Agreement.”

Pursuant to several supply agreements, we purchase crown caps, plastic bottle caps, commercial
refrigerators, lubricants, detergents, plastic cases, and substantially all of our returnable glass bottle requirements for
our Mexican operations from FEM SA Empagues, a FEM SA subsidiary. Pursuant to a service agreement between
our company and FEM SA Logistica, a FEM SA subsidiary, FEM SA Logisticatransports finished products from our
production facilities to our distribution centersin Mexico. See“Item 7. Major Shareholders and Related Party
Transactions—Related Party Transactions” for a discussion of these and other transactions with our affiliates.
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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
entities to convert pesosto U.S. dollars, no assurance can be given that the Mexican government will not institute a
restrictive 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 distributions
to holders of our ADSs and payments of our obligations under our notes, and could also have a material adverse
effect on our business and financial condition.

Asaresult of inflationary pressures, the Argentine currency has been deval ued 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-devaluation, 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 is obligated 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 our ability to meet our 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, we can give no assurance that the Argentine government will not
institute a restrictive exchange control policy in the future. Foreign currency exchange restrictions imposed by the
Argentine government in the future could prevent or restrict our accessto U.S. dollars with which to meet our U.S.
dollar obligations under our U.S. dollar-denominated liabilities.
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LIMITATIONSAFFECTING NON-MEXICAN SECURITYHOLDERS

Ownership of shares of Mexican enterprises by non-Mexicansis regulated by the 1993 Ley de Inversion
Extranjera (the Foreign Investment Law) and the regulations applicable thereto. The Comisién Nacional de
Inversion Extranjera (the National Foreign Investment Commission) is responsible for the administration of the
Foreign Investment Law and the Regulations.

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 its regulations require that M exican sharehol ders retain the power to determine the administrative control
and the management of corporationsin industries where special restrictions on foreign holdings are applicable.
Foreign investment in our sharesis not limited under the Foreign Investment Law and its regulations. However, our
bylaws provide that Series A Shares shall at all times constitute no less than 51% of our shares and may only be held
by Mexican investors.

Under our bylaws, holders of Series L Shares are entitled to vote only in limited circumstances. They may
elect one of our 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. See“Item 6. Directors, Senior Management and Employees.” In addition, (i) transformation
of our company from one type of company to another (other than changing from avariable capital to fixed-capital
corporation and vice versa), (ii) any merger where we are not the surviving entity or any merger with an entity
whose principal corporate purposes are different from those of our company or our subsidiaries, and
(iii) cancellation of the registration of our shares with the RNV or with other foreign stock exchanges on which our
shares may be listed, require a quorum of 82% of our capital stock (including the Series L Shares) and the vote of at
least amajority of our capital stock voting (and not abstaining). The affirmative vote of 95% of our capital stock
(including the Series L Shares) and the approval of the CNBV would be required to amend the controlling
shareholders' obligation under the bylaws to make a public offer to repurchase our sharesin the event the
registration of our sharesin the Securities Section of the RNV is cancelled. Except as described above and in the
following paragraph, the holders of Series L 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 as a classin 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 our board of directors or our 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 our 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 bylaws, including, principally, amendments to the bylaws, 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, our
bylaws require an extraordinary general meeting to consider the cancellation of the registration of our shareswith
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 |east 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
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the report of the board of directorsregarding our performance and financial statementsfor the preceding fiscal year.
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 20% of our outstanding shares of common stock entitled to vote on a
particular item may judicially oppose resolutions adopted at a general meeting if the following conditions are met:
(i) such holders file a complaint with a Mexican 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 our bylawsthat 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 our board of directors, our examiners, and, under certain
circumstances, a Mexican 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 a stockholders’ meeting at the written request of the holders of 10% of the
outstanding Series A or D Shares or, in the case of a meeting at which holders of Series L Shares would be entitled
to vote, at the written request of the holders of 10% of the outstanding Series L Shares. In the event that such a
meeting is not called within 15 days following the date of such reguest, a Mexican court may requireit to be called.
Notices of meetings and the meeting agendas must be published in the Periddico Oficial del Estado de Nuevo Ledn
(the Official Gazette of the State of Nuevo Ledn), or anewspaper of general circulationin Monterrey, Nuevo Ledn,
Mexico, at least 15 days prior to the date set for the meeting. To attend a meeting, stockholders must deposit their
shares with us 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, our bylaws provide that our non-Mexican shareholders formally
agree with the Secretaria de Relaciones Exteriores (the Ministry of Foreign Affairs) to: (i) be considered as
Mexicans with respect to our shares that they acquire or hold aswell asto the property, rights, concessions,
participation or interest owned by us or to the rights and obligations derived from any agreements we have with the
Mexican government and (ii) not invoke the protection of their own governments in matters relating to their
ownership of our shares. Failure to comply with these provisionsis subject to a penalty of forfeiture of such
shareholders’ capital interestsin favor of the Mexican government. Inthe opinion of Lic. Carlos Aldrete Ancira, our
General Counsel, 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 its investment in our
company.

Conflict of Interest. A shareholder voting on a business transaction in which its interests conflict with our interests
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 our company and receive the amount attributable 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 our capital stock.



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 8.95% Notes due November 1, 2006 (the “Notes"),
SeriesL Sharesor ADSs by aholder that is acitizen or resident of the United States, a U.S. domestic corporation or
aperson or entity that otherwise will be subject to U.S. federal income tax on a net income basisin respect of the
Notes, SeriesL Sharesor ADSs (a“U.S. holder”), but it does not purport to be a description of all of the possible tax
considerations that may be relevant to a decision to purchase the Notes, SeriesL Sharesor 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 does it 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 Sharesor 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 our company. Nor
doesit address the situation of holders of Notes who did not acquire the Notes as part of theinitial distribution.

This summary is based upon tax laws of the United States and Mexico asin effect on the date of this
Annual Report, 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 advisers asto
the U.S., Mexican or other tax consequences of the purchase, ownership and disposition of Notes, Series L 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, Series L 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 isaresident of Mexico if he or she has established his or her homein 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 it is 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 base in Mexico for tax purposes, all income attributabl e 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 a Mexican 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 a
Mexican withholding tax assessed at arate of 4.9% if (i) 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, (ii) the notes are placed, through banks or brokerage houses, in a country which has entered into a
treaty to avoid double taxation with Mexico, and (iii) no party related to us (defined under the applicable law as
partiesthat are (x) shareholders of our company that own, directly or indirectly, individually or collectively, with
related persons (within the meaning of the applicable law) more than ten percent (10%) of our voting stock or (y)
corporations more than twenty percent (20%) of the stock of which is owned, directly or indirectly, individually or
collectively, with related persons of our company), directly or indirectly, isthe effective beneficiary of five percent
(5%) or more of the aggregate amount of each such interest payment.

Apart from the Mexican income tax law discussed in the preceding paragraph, other provisions reducing
the rate of Mexican withholding taxes may also apply. Under the Tax Treaty, the rate would be 4.9% for certain
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holders that are residents of the United States (within the meaning of the Tax Treaty). If the requirements described
in the preceding paragraph are not met and no other provision reducing the rate of Mexican withholding taxes
applies, such interest payments will be subject to a Mexican withholding tax assessed at arate of 40%.

Payments of interest made by us 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 to the
laws of its country of origin and is the effective beneficiary of the interest accrued, (ii) is exempt from incometax in
such country, and (iii) is registered with the Ministry of Finance for that purpose.

We have 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 we pay Additional Amounts
in respect of such Mexican withholding taxes, any refunds received with respect to such Additional Amountswill be
for the account of our company.

Holders or beneficial owners of Notes may be requested by usto 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. Inthe event that the specified information or documentation
concerning the holder or beneficial owner, if requested, is not provided on atimely basis, our obligation to pay
Additional Amounts may be limited.

Under existing Mexican law and regulations, a non-resident holder will not be subject to any Mexican taxes
in respect of payments of principal made by us 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 SeriesL Sharesand the ADSs

Taxation of Dividends. Under Mexican income tax law, dividends, either in cash or in kind, paid with respect to the
Series L Shares represented by ADSs or the Series L Shares are subject to 5% Mexican withholding tax imposed on
the amount of the distributed dividend multiplied by afactor of 1.5385, which produces an effective withholding
rate of approximately 7.7%. In accordance with rulesissued by the Mexican Ministry of Finance and Public Credit,
the applicable factor is 1.515 for dividends paid out of post-tax profits held by the distributing corporation as of
December 31, 1998.

Taxation of Dispositions of ADSsor SeriesL Shares. Gains from the sale of SeriesL Shares or ADSs carried 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. Gainson the
sale or other disposition of Series L Shares or ADSs made in other circumstances generally would be subject to
Mexican tax, regardless of the nationality or residence of the transferor. However, under the Tax Treaty, a holder
that is eligible to claim the benefits of the Tax Treaty will be exempt from Mexican tax on gainsrealized on asale 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 our total capital stock (including Series L Shares represented by ADSs) within the 12-month period
preceding such sale or other disposition. Deposits of Series L Sharesin exchange for ADSs and withdrawal s of
Series L Sharesin exchange for ADSs will not give rise to Mexican tax.

Other Mexican Taxes

There are no Mexican inheritance, gift, succession or value added taxes applicabl e 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 Series L
Shares.
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United States Taxation
Tax Considerations Relating to the Notes

Taxation of Interest 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 applicable
withholding 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 applicableto aU.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 credits will not be allowed for withholding 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 these
rulesin 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 loss realized 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 a maximum tax rate of 20 percent.

Tax Considerations Relating to the SeriesL Sharesand 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
grossincome of aU.S. holder as ordinary income on the day on which the dividends 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 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 beincludible in theincome of aU.S. holder in a
U.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 loss, 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’ s federal income tax
liability or, at the U.S. holder’s election, may be deducted in computing taxable income.

Foreign tax credits will not be allowed for withholding 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 these
rulesin light of their particular circumstances.

Distributions to holders of additional Series L Shareswith respect to their ADSs that are made as part of a
pro rata distribution to all of our shareholders generally will not be subject to U.S. federal income tax.

A holder of SeriesL Sharesor 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 income is effectively connected with the conduct by the Non-U.S. holder of a
trade 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 Shareswill 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 Series L Shares were held for
more than one year on the date of such sale. A long-term capital gain realized by aU.S. holder that is an individual
generally is subject to a maximum tax rate of 20 percent. Deposits and withdrawals of SeriesL Shares by U.S.
holders in exchange for ADSs will not result in the realization of gain or lossfor U.S. federal income tax purposes.

A Non-U.S. holder of SeriesL Sharesor ADSs will not be subject to U.S. federal income or withholding
tax on any gain realized on the sale of Series L Shares or ADSs, unless (i) such gain is effectively connected with
the conduct by the Non-U.S. holder of atrade or businessin 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 Information Reporting

A U.S. holder of SeriesL Shares, ADSs or notes may, under certain circumstances, be subject to “backup
withholding” with respect to certain paymentsto such U.S. holder, such as dividends, interest or the proceeds of a
sale or disposition of Series L Shares, ADSs or Notes, 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 it is not subject to backup withholding and otherwise complies with applicable requirements of
the backup withholding rules. Any amount withheld under these rules does not constitute a separate tax and 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.

DOCUMENTSON DISPLAY

We are subject to the reporting requirements of the Securities Exchange Act of 1934, as amended. In
accordance with these requirements, we file reports and other information with the U.S. Securities and Exchange
Commission. These materials, including this Annual Report and its exhibits, may be inspected and copied at the
SEC’ s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-
SEC-0330 for more information on the public reference room and their copy charges.
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Item 11. Quantitative and Qualitative Disclosures about Market Risk

Our business activities require the holding or issuing of financial instruments that expose us to market risks
related to changesin interest rates and foreign currency exchange rates.

Interest Rate Risk

Interest rate risk exists principally with respect to our indebtedness that bears interest at floating rates. At
December 31, 2000, we had outstanding indebtedness of Ps. 2.956 billion, of which approximately 98% bore interest
at fixed interest rates and approximately 2.0% bore interest at variable interest rates. The interest rate on our
variable rate debt is determined by referenceto Libor. Libor increases would, consequently, increase our interest
payments.

Thetable below provides information about our derivative financial instruments and other financial
instruments that are sensitive to changesin interest rates, presenting principal payments and related weighted
average interest rates by expected maturity dates. Weighted average variabl e rates are based on the Libor curve on
December 31, 2000, plus spread contracted by us. Theinstruments’ actual payments are denominatedin U.S.
dollars, which are presented in pesos, our reporting currency, in the table below, utilizing the December 31, 2000
exchange rate of 9.61 pesos per dollar.

The fair value of long-term notes payable is based on quoted market prices.
Principal by Year of Maturity

At December 31, 2000
(millions of Mexican pesos)

2006 2000 1999

and Fair Fair
2001 2002 2003 2004 2005 thereafter Total Vaue Tota Vaue

Fixed Rate Debt
U.S. dollars 8.2 4.8 — 9610 — 1928.0 2897.2 2979.6 2866.1 2917.6
Weighted averagerate  6.8% 7.0% — 9.4 — 9.0% 9.1%

Variable Rate Debt
U.S. dollars 113 9.9 8.5 8.5 6.5 145 59.2 59.2 4.1 4.1
Weighted averagerate  81% 86% 89% 89% 9.6% 9.6% 8.9%

A hypothetical, instantaneous and unfavorable change of 100 basis pointsin the average interest rate
applicable to floating-rate liabilities held at December 31, 2000 would increase our interest expense in 2000 by
approximately Ps. 0.6 million, or 0.2%, over a 12-month period, assuming no additional debt isincurred during such
period.

Exchange Rate Risk. Our principal exchange rate risk involves changesin the value of the peso relative to the U.S.
dollar. In 2000, approximately 79.1% of our consolidated total revenues were denominated in pesos, and 20.9%
were denominated in Argentine pesos. We estimate that amajority of our consolidated costs and expenses are
denominated in pesos for Mexican subsidiaries and in Argentine pesos for Coca-Cola FEMSA de Buenos Aires. As
of December 31, 2000, all our indebtedness was denominated in U.S. dollars. Decreasesin the value of the peso
relative to the U.S. dollar will increase the cost in pesos of our foreign currency denominated operating costs and
expenses and of the debt service obligations with respect to our 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 our
foreign currency denominated indebtednessisincreased.

Our exposure to market risk associated with changesin foreign currency exchange rates relates primarily to
U.S. dollar-denominated debt obligations as shown in theinterest risk table above. We occasionally utilize currency
forward contracts to hedge our exposure to the U.S. dollar relative to the peso and Argentine peso.
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Asof December 31, 1999, in order to cover the foreign exchange rate risks between the peso and the U.S.
dollar, we had outstanding 21 U.S. dollar-forward agreements, representing atotal amount of U.S.$192 million, all
maturing during 2000. The weighted average forward exchange rate contracted in these agreements was 11.06 pesos
per one U.S. dollar. The unexpected strength of the peso in 2000 resulted in losses taken on these contracts. See
“Item 5. Operating and Financial Review and Prospects—Results of Operations for the Y ear Ended December 31,
2000 compared to the Y ear Ended December 31, 1999—Integral Cost of Financing.”

Dollar-Forward and Call Options Agreements by Year of Maturity
At December 31,
(millions of U.S. dollars)

2000 1999
Fair Value Fair Value

Dollar-Forwards
To cover peso risk 131 (3.8 192 (18.5)
Weighted average rate:

Contracted Ps. 10.605 Ps. 11.060

Quoted Market Ps. 10.302 Ps. 10.145
To cover Argentine peso risk 100 (0.7)
Weighted average rate:

Contracted A$ 1.070

Quoted Market A$ 1.077
Call Options 14 0.6

A hypothetical, instantaneous and unfavorable 10% deval uation in the value of the peso relative to the U.S.
dollar occurring on December 31, 2000, would have resulted in an increase in our consolidated integral result of
financing expense of approximately Ps. 7.1 million over a 12-month period, reflecting higher interest expense and
foreign exchange loss based on our U.S. dollar denominated indebtedness at December 31, 2000. However, this
result does not take into account any gain on monetary position that would be expected to result from an increasein
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. In 1997, certain of our subsidiaries commenced an executive incentive program, which is administered
by atrust for the benefit of the participating executive officers. In November 1997, we hedged our obligations under
the executive incentive program by investing in options related to FEMSA BD Units. See “Item 6. Directors,
Senior Management and Employees—Compensation of Directors and Officers.”

At December 31, 2000, the stock market price of aFEMSA BD Unit was Ps. 28.6. The fair value of the
optionsis estimated based on quoted market prices to terminate the contracts on December 31, 2000.

2000 1999
2002 Fair Value 2002 Fair Value
(millions of pesos) (millions of pesos)
Equity Risk:
Call Options on FEMSA BD Units (long)*
Contracts (one BD Unit per contract) 595,158 Ps.3.9 595,158 Ps.12.4
Strike Price (Dollars per BD Units) $3.69 $3.74

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



Items 12-17. Not Applicable
Item 18. Financial Statements

Referenceis madeto Item 19(a) for alist of all financial statementsfiled as part of this Annual Report.

Item 19. Exhibits

(a) List of Financial Statements Page
Report of INAepeNdent ACCOUNTANES ..o F-2
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*  All supplementary schedules relating to the registrant are omitted because they are not required or because the required information, where
material, is contained in the Financial Statements or Notes thereto.

(b) List of Exhibits

Exhibit No: Description
Exhibit 1.1 Bylaws (Estatutos Sociales) of Coca-ColaFEM SA, dated May 12, 1993 (incorporated by

reference to Exhibit 3.4 to Coca-Cola FEMSA’s Registration Statement on Form F-1 filed on
August 13, 1993 (File No. 333-67380)).

Exhibit 1.2 Amendment to the Bylaws of Coca-Cola FEM SA, dated June 21, 1993 (incorporated by
reference to Exhibit 3.5 to Coca-Cola FEMSA’ s Registration Statement on Form F-1 filed on
August 13, 1993 (File No. 333-67380)).

Exhibit 2.1 Deposit Agreement among Coca-Cola FEMSA, the Bank of New Y ork as Depositary and
Holders and Beneficial Owners of American Depository Receipts, dated as of September 1, 1993
(incorporated by reference to Exhibit 3.5 to the Registration Statement of FEM SA on Form F-4
filed on April 9, 1998 (File No. 333-8618)).

Exhibit 2.2 Indenture Agreement between Coca-Cola FEM SA and Citibank, N.A., as Trustee, dated as of
October 28, 1996 (incorporated by reference to Exhibit 2.1 to Coca-ColaFEM SA’s Annual
Report on Form 20-F filed on June 30, 1997 (File No. 1-12260)).

Exhibit 2.3 Note Purchase Agreement between Coca-Cola FEM SA and the holders specified therein, dated
as of August 26, 1994 (incorporated by reference to Exhibit 10.4 to Coca-ColaFEM SA’ s Annual
Report on Form 20-F filed on June 30, 1995 (File No. 1-12260)).



Exhibit No:

Exhibit 4.1

Exhibit 4.2

Exhibit 4.3

Exhibit 4.4

Exhibit 4.5

Exhibit 4.6

Exhibit 4.7

Exhibit 4.8

Exhibit 4.9

Description

Bottler Agreement with respect to the Valley of Mexico between Coca-Cola FEMSA and The
Coca-Cola Company, dated June 21, 1993 (incorporated by reference to Exhibit 10.1 to Coca-
ColaFEM SA’s Registration Statement on Form F-1 filed on August 13, 1993 (File No. 333-
67380)).

Supplemental Agreement with respect to the Valley of Mexico between Coca-Cola FEM SA and
The Coca-Cola Company, dated June 21, 1993 (incorporated by reference to Exhibit 10.3 to
Coca-Cola FEMSA’ s Registration Statement on Form F-1 filed on August 13, 1993 (File No.
333-67380)).

Bottler Agreement with respect to the Southeast Territory in Mexico between Coca-Cola
FEM SA and The Coca-Cola Company, dated June 21, 1993 (incorporated by reference to
Exhibit 10.2 to Coca-Cola FEM SA’ s Registration Statement on Form F-1 filed on August 13,
1993 (File No. 333-67380)).

Supplemental Agreement with respect to the Southeast Territory in Mexico between Coca-Cola
FEM SA and The Coca-Cola Company, dated June 21, 1993 (incorporated by reference to
Exhibit 10.4 to Coca-Cola FEM SA’ s Regiistration Statement on Form F-1 filed on August 13,
1993 (File No. 333-67380)).

Bottler Agreement with respect to the greater Buenos Aires area between Coca-Cola FEM SA
and The Coca-Cola Company, dated August 22, 1994 (incorporated by reference to Exhibit 10.1
to Coca-Cola FEM SA’s Annual Report on Form 20-F filed on June 30, 1995 (File No. 1-
12260)).

Supplemental Agreement with respect to the greater Buenos Aires area between Coca-Cola
FEM SA and The Coca-Cola Company, dated August 22, 1994 (incorporated by reference to
Exhibit 10.2 to Coca-Cola FEM SA’s Annual Report on Form 20-F filed on June 30, 1995 (File
No. 1-12260)).

Amendment, dated August 4, 1995, to Bottler Agreement with respect to the greater Buenos
Aires area, dated August 22, 1994, between Coca-Cola FEM SA and The Coca-Cola Company
(incorporated by reference to Exhibit 10.3 to Coca-Cola FEM SA’s Annual Report on Form 20-F
filed on June 28, 1996 (File No. 1-12260)).

Bottler Agreement with respect to former SIRSA SanIsidro Refrescos, S.A. 1y C (“SIRSA™)
territory, dated December 1, 1995, between Coca-Cola FEM SA and The Coca-Cola Company
(incorporated by reference to Exhibit 10.4 to Coca-Cola FEM SA’s Annual Report on Form 20-F
filed on June 28, 1996 (File No. 1-12260)).

Supplemental Agreement with respect to former SIRSA territory between Coca-Cola FEM SA
and The Coca-Cola Company, dated December 1, 1995 (incorporated by reference to Exhibit
10.6 to Coca-Cola FEMSA’s Annual Report on Form 20-F filed on June 28, 1996 (File No. 1-
12260)).



Exhibit No:
Exhibit 4.10

Exhibit 4.11

Exhibit 4.12

Exhibit 4.13

Exhibit 4.14

Exhibit 4.15

Exhibit 4.16

Exhibit 4.17

Exhibit 8.1

Description

Amendment, dated February 1, 1996, to Bottler Agreement with respect to former SIRSA
territory, dated December 1, 1995, between Coca-Cola FEM SA and The Coca-Cola Company
(incorporated by reference to Exhibit 10.5 to Coca-Cola FEM SA’s Annual Report on Form 20-F
filed on June 28, 1996 (File No. 1-12260)).

Amendment, dated October 30, 1997, to Bottler Agreement with respect to the Southeast
Territory and the Tapachulaareain Mexico, dated June 21, 1993, between Coca-Cola FEM SA
and The Coca-Cola Company (with an English translation).

Amendment, dated May 22, 1998, to Bottler Agreement with respect to the former SIRSA
territory, dated December 1, 1995, between Coca-Cola FEM SA and The Coca-Cola Company
(with an English translation).

Shareholders Agreement by and among FEM SA, The Coca-Cola Company and the Inmex
Corporation dated as of June 21, 1993 (incorporated by reference to Exhibit 9.1 to Coca-Cola
FEMSA’s Registration Statement on Form F-1 filed on August 13, 1993 (File No. 333-67380)).

Amendment, dated January 28, 1999, to the Shareholders Agreement, dated June 21, 1993,
among FEMSA, The Coca-Cola Company, and the Inmex Corporation (incorporated by
reference to Exhibit 1.1 to Coca-Cola FEM SA’s Annual Report on Form 20-F filed on June 30,
1999 (File No. 1-12260)).

Services Agreement between Coca-Cola FEMSA and FEM SA Logistica, dated November 7,
2000 (with an English translation).

Supply Agreement between Coca-Cola FEMSA and FEM SA Empagues, dated June 21, 1993
(incorporated by reference to Exhibit 10.7 to Coca-Cola FEM SA’ s Registration Statement on
Form F-1 filed on August 13, 1993 (File No. 333-67380)).

Coca-Cola Tradename License Agreement between Coca-Cola FEM SA and The Coca-Cola
Company, dated June 21, 1993 (incorporated by reference to Exhibit 10.40 toFEMSA’s
Registration Statement on Form F-4 filed on April 9, 1998 (File No. 333-8618)).

List of Coca-Cola FEMSA’s Significant Subsidiaries.
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IULRANDERSEN

To the Stockholder s of
Coca-ColaFEMSA, S.A.deC.V.,

We have audited the accompanying consolidated balance sheet of COCA-COLA FEMSA, S.A. de C.V. (a Mexican
corporation) AND SUBSIDIARIES (collectively referred to as the “ Company”) as of December 31, 2000 and 1999,
and the related consolidated statements of income, changes in stockholders' equity and changes in financial position for
each of the three yearsin the period ended December 31, 2000. These financial statements are the responsibility of the
Company’s management. Our responsibility isto express an opinion on these financial statements based on our audits.

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

As mentioned in Note 4n), beginning in 2000 the Company adopted the new procedures for the recognition of deferred
income taxes as prescribed by recently revised Bulletin D-4, “ Accounting for Income Taxes, Asset Taxes and Employee
Profit Sharing.”

Accounting practices used by the Company in preparing the accompanying consolidated financial statements conform
with accounting principles generally accepted in Mexico but do not conform with accounting principles generally
accepted in the United States (U.S. GAAP). A description of these differences and a reconciliation of consolidated net
income and stockholders' equity to U.S. GAAP as permitted by Form 20-F, which allows omission of the requirement to
quantify, in the U.S. GAAP reconciliation, the differences attributable to the effects of comprehensive inflation
adjustments recorded locally, are set forth in Notes 21 and 22.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Coca-Cola FEMSA, SA. de C.V. and Subsidiaries as of December 31, 2000 and 1999, and the
results of their operations, the changes in their stockholder’s equity and the changes in their financial position for each
of the three years in the period ended December 31, 2000, in conformity with accounting principles generally accepted
in Mexico.

January 25, 2001
México, D.F.
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Trandlation of financial statementsoriginally issued in Spanish

COCA-COLA FEMSA, SA.DE C.V. AND SUBSIDIARIES

MEXICO, D.F.

Consolidated Balance Sheet
At December 31, 2000 and 1999

Amounts Expressed in Thousands of US Dollars ($) and Thousands of Constant Mexican Pesos (Ps.) as of December 31, 2000

2000

1999

ASSETS
Current Assets:
Cash and cash equivalents 199,833 Ps. 1,920,393 Ps. 581,490
Accounts receivable:
Trade 66,456 638,645 598,013
Notes 6,496 62,424 108,115
Other 17,102 164,348 91,363
90,054 865,417 797,491
Recoverable Taxes 419 4,025 3,663
Inventories 52,498 504,510 486,814
Prepaid expenses 6,852 65,849 40,874
Total Current Assets 349,656 3,360,194 1,910,332
Property, Plant and Equipment:
Land 81,474 782,964 724,974
Buildings, machinery and equipment 881,457 8,470,806 8,903,013
Accumulated depreciation (290,089) (2,787,757) (2,769,062)
Construction in process 28,012 269,194 261,815
Bottles and cases 33,312 320,132 343,023
Tota Property, Plant and Equipment 734,166 7,055,339 7,463,763
Investmentsin Shares 21,963 211,064 204,226
Deferred Charges, Net 52,242 502,008 486,845
Goodwill, Net 170,508 1,638,581 1,843,084
TOTAL ASSETS 1,328,535 Ps. 12,767,186 Ps. 11,908,250
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COCA-COLA FEMSA, SA.DE C.V. AND SUBSIDIARIES
MEXICO, D.F.

Consolidated Balance Sheet

At December 31, 2000 and 1999
Amounts Expressed in Thousands of US Dollar s ($) and Thousands of Constant Mexican Pesos (Ps.) as of December 31, 2000

2000 1999
LIABILITIESAND STOCKHOLDERS
EQUITY
Current Liabilities: $ 6,943 Ps. 66,721 Ps. 72,280
Bank loans and accrued interest 2,064 19,832 35,269
Current maturities of long-term debt 144,216 1,385,920 1,211,283
Suppliers 44,809 430,610 313,606
Accounts payable 26,932 258,805 491,224
Accrued taxes 12,384 119,006 103,642
Other liabilities
Total Current Liabilities 237,348 2,280,894 2,227,304
Long-Term Liabilities:
Long-term debt 307,552 2,955,571 3,165,581
Current maturities (2,064) (19,832) (35,269)
Pension plan 15,035 144,486 136,117
Seniority premiums 1,700 16,323 22,374
Deferred income taxes 82,038 788,384 -
Other liabilities 19,884 191,087 115,578
Total Long Term Liabilities 424,145 4,076,019 3,404,381
Total Liabilities 661,493 6,356,913 5,631,685
Stockholders Equity:
Capital stock 223,444 2,147,298 2,147,298
Additional paid-in capital 157,207 1,510,755 1,510,755
Retained earnings 413,985 3,978,395 4,011,740
Net income for the year 134,443 1,292,000 1,044,379
Cumulative trandation adjustment 115,401 1,109,000 1,017,831
Cumulative result of holding
nonmonetary assets (377,438) (3,627,175) (3,455,438)
Total Stockholders' Equity 667,042 6,410,273 6,276,565
TOTAL LIABILITIESAND
STOCKHOLDERS EQUITY $ 1,328,535 Ps. 12,767,186 Ps. 11,908,250
The accompanying motes are an integral part of this consolidated balance sheet.
México, D.F. January 25, 2001.
Carlos Salazar Lomelin Héctor Trevifio Gutiérrez
Chief Executive Officer Chief Financial and Administrative Officer
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Tranglation of financial statementsoriginally issued in Spanish

COCA-COLA FEMSA, SA.DE C.V. AND SUBSIDIARIES

MEXICO, D.F.

Consolidated | ncome Statement

For the years ended December 31, 2000, 1999 and 1998
Amounts Expressed in Thousands of US Dollars ($) and Thousands of Constant Mexican Pesos (Ps.) as of December 31, 2000

2000

1999

1998

Net sales $ 1,717,153 Ps. 16,501,841 Ps. 15,100,412 Ps. 14,366,298
Other operating revenues 8,630 82,933 54,785 111,116
Total revenues 1,725,783 16,584,774 15,155,197 14,477,414
Cost of sales 855,957 8,225,744 7,989,468 7,994,227
Gross profit 869,826 8,359,030 7,165,729 6,483,187
Operating expenses:
Administrative 135,038 1,297,719 1,098,259 962,072
Selling 416,614 4,003,656 3,728,950 3,458,708
551,652 5,301,375 4,827,209 4,420,780
Goodwill amortization 12,207 117,316 125,483 133,785
Fixed asset adjustment - - - 55,736
Income from operations 305,967 2,940,339 2,213,037 1,872,886
Integral cost of financing:
Interest expense 35,091 337,230 447,765 543,948
Interest income (14,133) (135,815) (78,964) (22,217)
Foreign exchange | oss, net 35,662 342,698 36,292 120,160
Gain on monetary position (635) (6,104) (99,639) (222,975)
55,985 538,009 305,454 418,916
Other expenses, net 14,582 140,133 71,726 249,767
Income for the year before income
taxes, asset tax and employee
profit sharing 235,400 2,262,197 1,835,857 1,204,203
Income taxes, asset tax and
employee profit sharing 100,957 970,197 791,478 465,034
Net income for the year $ 134,443 Ps. 1,292,000 P 1,044,379 Ps. 739,169
S.
Weighted average shares
outstanding (in thousands) 1,425,000 1,425,000 1,425,000 1,425,000
Net income per share
(U.S. dollars and Mexican pesos)  $ 0.09 Ps. 091 P 0.73 Ps. 0.52
S.

The accompanying notes are an integral part of this consolidated income statement.
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Tranglation of financial statementsoriginally issued in Spanish

COCA-COLA FEMSA, SA.DE C.V. AND SUBSIDIARIES
MEXICO, D.F.
Consolidated Statement of Changesin Financial Position

For the years ended December 31, 2000, 1999 and 1998
Amounts Expressed in Thousands of US Dollars ($) and Thousands of Constant Mexican Pesos (Ps.) as of December 31, 2000

2000 1999 1998
RESOURCES GENERATED BY
(USED IN)
Operations:
Net income for the year $ 134443 Ps. 1292000 Ps. 1,044,379 Ps. 739,169
Depreciation 73,387 705,245 604,094 462,866
Breakage of bottles and cases 27,332 262,659 225,240 166,755
Goodwill amortization 12,207 117,316 125,483 133,785
Amortization and other 16,359 157,206 198,070 170,090
263,728 2,534,426 2,197,266 1,672,665
Working Capital:
Accounts receivable (7,068) (67,926) (34,495) (85,610)
Inventories (1,564) (15,030) (38,756) 77,340
Prepaid expenses and recoverable taxes (2,637) (25,337) 42,339 (36,594)
Suppliers 18,170 174,615 286,640 (14,845)
Accounts payable and other 13,774 132,368 87,485 (14,378)
Accrued taxes (24,147) (232,057) 346,349 (2,736)
(3,472 (33,367) 689,562 (76,823)
Net Resources Generated by Operations 260,256 2,501,059 2,886,328 1,595,842
Investments:
Property, plant and equipment (78,627) (755,601) (800,044) (1,456,692)
Retirements of property, plant
and equipment 524 5,034 22,217 178,616
Investments in shares and
deferred charges (15,031) (144,450) (143,477) (242,377)
Net Resources Used in Investing
Activities (93,134) (895,017) (921,304) (1,520,453)
Financing Activities:
Amortization in real terms of finan-
cing for the purchase of Coca-Cola
FEMSA Buenos Aires shares (22,973) (220,771) (656,439) (435,465)
Trandation adjustment in Coca-Cola
FEMSA Buenos Aires investment 9,487 91,169 411,857 (105,405)
Increase (decrease) in notes and
accrued interest (576) (5,536) (17,545) (103,383)
Increase (decrease) interest in bank loans 1,117 10,738 (1,128,582) 672,893
Dividends paid (24,550) (235,929) (190,831) (189,578)
Other liabilities 9,456 90,872 35,235 13,976
Pension plan and seniority premiums 241 2,318 (30,280) 3,419
Net Resources Used in Financing
Activities (27,798) (267,139) (1,576,585) (143,543)
Net increase (decrease) in cash
and cash eguivalents 139,324 1,338,903 388,939 (68,154)
Cash and cash equivalents at
beginning of the year 60,509 581,490 192,551 260,705
Cash and Cash Equivaents
at end of the year $ 199,833 Ps. 1,920,393 Ps. 581,490 Ps. 192,551

The accompanying notes are an integral part of this consolidated statements of chargein financial position.
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Trandlation of financial statementsoriginally issued in Spanish

COCA-COLA FEMSA, SA.DE C.V. AND SUBSIDIARIES
MEXICO, D.F.
Consolidated Statement of Changesin Stockholder’s Equity

For the years ended December 31, 2000, 1999 and 1998
Amounts Expressed in Thousands of US Dollars ($) and Thousands of Constant Mexican Pesos (Ps.) as of December 31, 2000

Capital Additional Retained
Description Stock Paid-in Capital Earnings

CONSOLIDATED BALANCESAT
DECEMBER 31, 1997 Ps. 1,961,402 Ps. 1,696,651 Ps. 2,733,575

Transfer of income of prior year 919,405
Dividends paid (189,578)
Net income for the year

Other comprehensive income:

Trandation adjustment of Coca-Cola FEMSA

Buenos Aires Investment

Results from holding nonmonetary assets

Comprehensive Income

CONSOLIDATED BALANCESAT
DECEMBER 31, 1998 Ps. 1,961,402 Ps. 1,696,651 Ps. 3,463,402

Transfer of additional paid in capital to capital stock 185,896 (185,896)

Transfer of income of prior year 739,169
Dividends paid (190,831)
Net income for the year

Other comprehensive income:

Trandation adjustment of Coca-Cola FEM SA

Buenos Aires Investment

Results from holding nonmonetary assets

Comprehensive Income

CONSOLIDATED BALANCESAT
DECEMBER 31, 1999 Ps. 2,147,298 Ps. 1,510,755 Ps. 4,011,740

Initial effect of deferred taxes (841,795)
Transfer of income of prior year 1,044,379
Dividends paid (235,929)
Net income for the year

Other comprehensive income:

Trandation adjustment of Coca-Cola FEMSA

Buenos Aires Investment

Results from holding nonmonetary assets

Comprehensive Income

CONSOLIDATED BALANCESAT
DECEMBER 31, 2000 Ps. 2,147,298 Ps. 1,510,755 Ps. 3,978,395

The accompanying notes are an integral part of this consolidated statement of changes in stockholders’ equity.
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Cumulative Cumulative Total

Net Income Translation Result of Holding Stockholders

for the Y ear Adjustment Nonmonetary Assets Equity

Ps. 919,405 Ps. 711,379 Ps. (3,460,637) Ps. 4,561,775
(919,405) -

(189,578)

739,169 739,169

(105,405) (105,405)

537,832 537,832

739,169 (105,405) 537,832 1,171,596

Ps. 739,169  Ps. 605,974 Ps. (2,922,805) Ps. 5,543,793
(739,169) -

(190,831)

1,044,379 1,044,379

411,857 411,857

(532,633) (532,633)

1,044,379 411,857 (532,633) 923,603

Ps. 1,044,379  Ps. 1,017,831 Ps. (3,455,438) Ps. 6,276,565
(841,795)

(1,044,379) -

(235,929)

1,292,000 1,292,000

91,169 91,169

(171,737) (171,737)

1,292,000 91,169 (171,737) 1,211,432

Ps. 1,292,000 Ps. 1,109,000 Ps. (3,627,175) Ps. 6,410,273

The accompanying notes are an integral part of consolidated statement of changes in stockholders’ equity.
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Trandation of financial statementsoriginally issued in Spanish

COCA-COLA FEMSA, SA.DE C.V. AND SUBSIDIARIES
MEXICO, D.F.

Notes to the Consolidated Financial Statements

For the years ended December 31, 2000, 1999 and 1998
Amounts Expressed in Thousands of US Dollars ($) and Thousands of Constant M exican Pesos (Ps.) as of December 31, 2000

Activities of the Company.

Coca-Cola FEMSA, SA. de C.V. (“Coca-Cola FEMSA") is a Mexican corporation controlled by Grupo Industrial
Emprex, SA. de C.V. (“Emprex”), whose main activity is the acquisition, holding and transferring of all types of bonds,
capital stock, shares and marketable securities. Emprex is controlled by Fomento Econdmico Mexicano, S.A. de C.V.
(“FEMSA™)

Coca-Cola FEMSA is an association between Emprex, which owns 51% of the capital stock, and Inmex Corporation, which is a
subsidiary of The Coca-Cola Company, which owns 30% of the capital stock. The remaining 19% of the shares are quoted on the Bolsa
Mexicana de Vaores, SA. deC.V. (BMV: KOFL) and the New Y ork Stock Exchange, Inc. (NY SE: KOF).

Coca-Cola FEMSA and its subsidiaries (“the Company”), as an economic unit, are engaged in the production, distribution and marketing
of certain Coca-Cola Trademark beverages in two territories in Mexico and one territory in Argentina. The Valley of Mexico territory
includes all of Mexico City and a substantial portion of the state of Mexico. The Southeastern Mexican territory covers the states of
Tabasco, Chiapas and contiguous portions of the state of Oaxaca and the southern portion of the state of Veracruz. The Argentine
territory includes Buenos Aires City and a substantial portion of the Gran Buenos Aires area.

As part of the expansion program of Coca-Cola FEMSA and its role as one of The Coca-Cola Company’s anchor
bottlers in Latin America, on June 2, 1998, Coca-Cola FEMSA de Buenos Aires, S.A. and The Coca-Cola Export
Corporation (a direct subsidiary of The Coca-Cola Company) signed an agreement to include the territories previously
served by Refrescos del Norte, S.A. (RDN) beginning on that date.

Notel. Basisof Presentation

The consolidated financial statements of the Company are prepared in accordance with accounting principles generally
accepted in Mexico (“Mexican GAAP’) which differ in certain significant respects from accounting principles
generaly accepted in the United States (“US GAAP’) as further explained in Note 22. A reconciliation from Mexican
GAAPto US GAAP isincluded in Note 22.

The consolidated financial statements are stated in millions of Mexican pesos (“PS’). The translations of Mexican
pesos into US dollars (“$’) are included solely for the convenience of the reader, using the exchange rate as of
December 31, 2000 of 9.61 Mexican pesos to one US dollar. Such convenience translations should not be construed as
representation that the Mexican peso accounts have been, could have been, or could in the future be, converted into US
dollars at this or any other exchange rate.

Note 2. Basisof Consolidation.

The consolidated financial statements include the financial statements of Coca-Cola FEMSA and those of al companies
in which it owns directly a majority of the outstanding capital stock and/or exercises control. All intercompany balances
and transactions have been eliminated in such consolidation.

The merger of some of Coca-Cola FEMSA s subsidiaries was approved at an extraordinary stockholders' meeting held
on March 7, 2000. The merger became effective on March 31, 2000 and has no effect in the presentation of the
consolidated financia statements.
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Valley of Mexico:

Industria Embotelladora de México, S.A. de C.V. (1)
Industria Embotelladoradel Valle, SA. deC.V. (1)
Distribuidora de Bebidas Valle de México, SA. deC.V. (1)
Distribuidora Comercia Dico, SA.deC.V. (1)
Refrescos y Aguas Nacionales, SA. deC.V. (1)
Industria Refresqueradel Valle, SA. deC.V. (1)
Propimex, SA.deC.V.

Direcciony Servicios, SA.deC.V. (2)

Refrescosy Aguas Minerales, SA.deC.V.
Administracion y Asesoria Integral, SA. de C.V.

Southeast of M exico:

Refrescos de Oaxaca, SA.deC.V. (3)
Embotelladora Sin Rival, SA. de C.V. (3)
Embotelladora de Soconusco, S.A. de C.V. (3)
Inmuebles del Golfo, SA.deC.V.

Argentina:
Coca-Cola FEMSA de Buenos Aires, S.A.

(1) Merged at March 31, 2000 with Propimex, SAA. deC.V.
(2) Merged at March 31, 2000 with Refrescosy Aguas Minerales, S.A. de C.V.
(3) Merged at March 31, 2000 with Inmuebles del Golfo, S.A. deC.V.

Note 3. Foreign Subsidiary Incorporation.

The financial statements of foreign subsidiaries are incorporated into the consolidated financial statements in accordance
with the Bulletin B-15, “Foreign Currency Transactions and Translation of Financial Statements of Foreign Operations”.

The accounting records of foreign subsidiaries are maintained in the currency of the country where they are located.
The financia statements of the foreign subsidiaries are restated to the purchasing power of the local currency at the end
of the period applying the inflation rate of the country of origin and are subsequently translated into Mexican pesos
using the period-end exchange rate for their inclusion in the consolidated financia statements.

The foreign exchange gain or loss generated from the financing obtained to acquire foreign subsidiaries, net of the
related tax effect, is included in the cumulative translation adjustment, since the net investment in the foreign
subsidiaries is considered to be an economic hedge of such debt. The gain or loss on monetary position resulting from
such financing is computed using the inflation rate of the country in which the acquired subsidiary is located, because it
is considered to be an integral part of the investment in such subsidiary, and is included in the cumulative trandation
adjustment.

The goodwill resulting from the acquisition of foreign subsidiaries is maintained in the currency in which the investment

was made, since such investment will be recovered in such currency, and is restated applying the inflation factor of the
country of origin and using the period-end exchange rate.

Note 4. Significant Accounting Policies.

The Company’s accounting policies are in accordance with Mexican GAAP, which require that the Company’s
management make certain estimates and use certain assumptions to determine the valuation of various items included in
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the consolidated financial statements. The Company’s management believes that the estimates and assumptions used
were appropriate as of the date of these consolidated financial statements.

The significant accounting policies are as follows:

a)

b)

d)

e

Recognition of the Effects of Inflation in the Financial | nformation:
The recognition of the effects of inflation in the financial information consists of:

1. Restating non-monetary assets such as inventories and fixed assets, including related costs and expenses when
such assets are consumed or depreciated.

2. Restating capital stock, additional paid-in capital and retained earnings by the amount necessary to maintain the
purchasing power equivalent in Mexican pesos on the dates such capital was contributed or income was
generated through the use of factors derived from the National Consumer Price Index (“NCPI™).

3. Including in stockholders equity the cumulative result of holding non-monetary assets, which is the net
difference between changes in the replacement cost of non-monetary assets and adjustments based upon NCPI
inflation factors.

4. Including in the cost of financing the purchasing power gain or loss from holding monetary items.

The Company restates its income statement using NCPI inflation factors determined from the month in which the
transaction occurred to the most recent balance sheet date.

Financial information of the Mexican subsidiaries for prior years was restated using NCPI inflation factors.
Financial information for foreign subsidiaries, included in the consolidated financial statements, was restated using
the inflation rate of the country in which the foreign subsidiary is located, and then trandated at the year-end
exchange rate of the Mexican peso. Accordingly, the amounts are comparable with each other and with the
preceding periods since all are expressed in the purchasing power of the respective currencies as of the end of the
latest year presented.

Cash and Cash Equivalents:
Cash consists of non-interest bearing bank deposits. Cash equivalents consist principally of short-term bank
deposits and fixed-rate investments with banks and brokerage houses valued at quoted market prices.

Inventories and Cost of Sales:
The value of inventories is adjusted to replacement cost, without exceeding market value. Cost of sales is
determined principally based on replacement cost at the time of sale.

Advancesto Suppliers:
The balances are adjusted by applying NCPI inflation factors, considering their average age, and are included in
the inventory account.

Prepaid Expenses:

These represent payments for services that will be received over the next twelve months. Prepaid expenses are
recorded at historical cost and applied in the income statement in the month in which the services or benefits are
received. Prepaid expenses consist primarily of advertising, leasing and promotional expenses.

Advertising costs consist of television and radio advertising airtime paid in advance, which are generally amortized
over a twelve-month period based on the transmission of the television and radio spots. The related production
costs are recognized in the results of operations at the time that the advertising takes place.

Promotional costs are expensed as incurred, except for those promotional costs related to the launching of new
products and/or presentations. Those costs are recorded as prepaid expenses and amortized over the period, during
which they are estimated to increase sales of the related products and/or presentations to normal operating levels,
which is generally one year. As of December 31, 2000 the Company does not record any prepaid expense by
launching of new presentation.
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f)

9)

h)

Property, Plant and Equipment, net:

These assets are initially recorded at their acquisition and/or construction cost. Property, plant and equipment of
domestic origin, except bottles and cases (see Note 4 g), are restated by applying NCPI inflation factors. Imported
equipment is restated by applying the inflation rate of the country of origin, and then trandated at the year-end
exchange rate.

Depreciation of property, plant and equipment is computed using the straight-line method based on the value of the
assets reduced by their residual values.

Depreciation rates are determined by the Company together with independent appraisers, considering the estimated
remaining useful lives of the assets. Depreciation of new property, plant and equipment commences in the year
after placement in service.

The annual average depreciation rates of property, plant and equipment are as follows:

2000 1999
Building and CONSITUCION........cceeveererere et 2.2% 2.0%
Machinery and eQUIPMENE........cccveveerererere e eeeee e 5.8% 5.0%
Distribution @qUIPMENE .......cceeeeieeererese e 6.7% 6.6%
Other eQUIPMENT ......ocuviiiicicc e neens 14.2% 15.9%

Bottles and Cases:
Bottles and cases are recorded at acquisition cost and restated to their replacement cost. The Company classifies
bottles and cases as property, plant and equipment.

Depreciation is computed only for tax purposes using the straight-line method at a rate of 10% per year. For
financial reporting purposes, breakage is recorded as an expense as it is incurred. The Company estimates that
breakage expense is similar to the depreciation calculated based on an estimated useful life of approximately five
years for returnable glass bottles and one year for returnable plastic bottles. For the years ended December 31,
2000, 1999 and 1998, breakage expense amounted to Ps. 262,659, Ps. 225,240 and Ps. 166,755, respectively.

Bottles and cases in circulation, which have been placed in the hands of customers, are presented net of deposits
received from customers, and the difference between the cost of these assets and the deposits received is amortized
according with the useful lives of such assets.

Investmentsin Shares:

The investments in shares of affiliated companies are initially recorded at their acquisition cost and subsequently
valued using the equity method (See Note 8). Investmentsin affiliated companies in which the Company does not
have significant influence are recorded at cost and restated based upon NCPI inflation factors.

Deferred Charges:
Deferred charges represent payments whose benefits will be received in future years. These consist primarily of:

1) Refrigerators, which are placed in the market in order to showcase and promote the Company’s products.
These are depreciated over their estimated useful life of three years.

2) Agreements with customers for the right to sell and promote the Company’s products during certain
periods of time, which are being considered as monetary assets and amortized in accordance with the
timing of the receipt by the Company of such benefits, the average term of which is between three and four
years.

3) Leasehold improvements, which are restated by applying NCPI factors, considering their average age, and
amortized over the term in which the benefits are expected to be received or the term of the related lease,
using the straight-line method.
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k)

m)

n)

Goodwill:

Represents the difference between the price paid over the book value of the shares and/or assets acquired, which is
substantially equal to the fair value of such assets. This difference is amortized over a period of no more than 20
years. Goodwill is recorded in the currency used to make the investment and it is restated by applying the inflation
rate of the country of origin, then trandated at the year-end exchange rate.

Payments from The Coca-Cola Company:

The Coca-Cola Company participates in the advertising and promotional programs of the Company. The resources
received for advertising and promotional incentives are included as a reduction of selling expenses. The net
expense incurred was Ps. 754,108, Ps. 732,072 and Ps. 718,656, during the years ended December 31, 2000, 1999
and 1998, respectively.

In addition, since 1999, The Coca-Cola Company has made payments in connection with the Company’s
refrigeration equipment investment program. These payments are related to the increase in volume of Coca-Cola
products that result from such expenditures, and will be reimbursed if the established conditions in the contracts
are not met. These grants are recorded in ‘ Deferred Charges' net of the investment and are amortized on a straight-
line basis over three years.

Prior to 1999, the Coca-Cola Company made payments in connection with Coca-Cola FEMSA's capita
expenditure program. Such payments were included in other expenses, net.

Labor Liabilities:

Labor liabilities include liabilities for the pension and retirement plan, and seniority premium, based on actuarial
calculations by independent actuaries, using the projected unit credit method. These liabilities are considered to be
non-monetary, and are restated using NCPI inflation factors, with such restatement presented in stockholders
equity. The increase for the period in labor liabilitiesis charged to expense in the income statement (see Note 13).

The unamortized prior service costs of the pension and retirement plan, and seniority premium are recorded as
expenses in the income statement, and are amortized over the estimated 14-year period during which the
employees will receive the benefits of the plan, beginning in 1992.

The subsidiaries of the Company (except Coca-Cola FEMSA Buenos Aires) have established funds for the
payment of pension benefits through irrevocabl e trusts with the employees as beneficiaries.

Severance indemnities are charged to expense on the date that they are paid and restated to year-end Mexican
pesos using NCPI inflation factors. The severance payments resulting from the Company’ s reduction of personnel,
as aresult of the restructuring of certain areas, is included in other expenses, net. As of December 31, 2000, 1999
and 1998, these amounted to Ps. 44,015, Ps. 37,271 and Ps. 104,166, respectively.

Revenuesrecognition:
Revenues are recognized when the products are boarded or delivered to customers, and they assume product’s

responsibility.

Income Tax, Tax on Assetsand Employee Profit Sharing:

The Company determines and records its income tax, tax on assets and employee profit sharing based on the
revised Bulletin D-4, “Accounting for Income Tax, Tax on Assets and Employee Profit Sharing”, that became
effective on January 2000, in accordance with the tax legislation. Deferred tax assets and liabilities are recorded
for all temporary differences that arise from the reconciliation between the accounting and tax basis of assets and
liabilities.

Deferred income tax and tax on assets are determined using the liability method, which takes into account all
temporary differences between the accounting and tax bases of assets and liabilities. Deferred employee profit
sharing is calculated considering only those temporary differences that arise from the reconciliation between the
accounting income for the period and the bases for employee profit sharing that are expected to turn around within
adefined period.
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0)

p)

a)

The deferred tax provision for the period to be included in the results of operations is determined by comparing the
deferred tax balance at end of the period to the balance at the beginning of the period, excluding from both
balances the temporary differences that are recorded directly in stockholders™ equity.

Theinitial effect of the application of this new bulletin was recorded decreasing in retained earnings in the amount
of Ps. 841,795 and the income tax provision increased Ps. 56,195 for the year deferred effect. Also the result of
holding non-monetary assets was credited in the amount of Ps. 47,576 because the year effect (see Note 18 d).

Each subsidiary determines and records its taxes as if it had filed separately based on the tax incurred
during the year, in accordance with tax legislation. Therefore, the income tax provision reflected in the
consolidated financial statements represents the sum of the provision for the subsidiaries and Coca-
Cola FEMSA. FEMSA has received authorization from the Secretaria de Hacienda y Crédito Publico (the
Mexican Ministry of Finance or “SHCP”) to prepare its income tax and tax on asset returns on a consolidated
basis, which includes the proportional taxable income or loss of its Mexican subsidiaries. Beginning in 1999,
estimated tax payments through the parent company were eliminated, and the benefits of tax consolidation are
limited to 60% of the stockholders' participation in the subsidiaries. Prior to 1999 the benefits of tax consolidation
were 100% of the stockholders participation in the subsidiaries.

Integral Cost of Financing:
Theintegral cost of financing includes:

Interest:
Interest income and expenses are recorded when earned or incurred, respectively.

Foreign Exchange Gains or Losses:
Transactions in foreign currency are recorded in Mexican pesos using the exchange rate applicable on the date
they occur. Assets and liabilities in foreign currencies are adjusted to the year-end exchange rate, recording the
resulting foreign exchange gain or loss directly in the income statement, except for the foreign exchange gain or
loss from financing obtained for the acquisition of foreign subsidiaries that is included in the cumulative
tranglation adjustment (see Note 3).

Gainor (Loss) on Monetary Position:

This is the result of the effects of inflation on monetary items. The gain (loss) on monetary position for Mexican
subsidiaries is computed applying the NCPI to the net monetary position at the beginning of each month, excluding
the financing contracted for the acquisition of foreign companies (see Note 3). The monthly result is restated in
terms of the purchasing power of the Mexican peso at year-end. The gain (Ioss) on monetary position of foreign
subsidiaries is computed by applying the monthly inflation rate of the country in which such subsidiary is located
to the net monetary position at the beginning of each month, expressed in such country’s local currency, then
trand ating the monthly results into Mexican pesos using the year-end exchange rate.

Financial Instruments:
The Company uses derivative financial instruments to manage its interest rates and foreign currency exposures,
mainly denominated in dollars.

Gains or losses generated by foreign currency forward contracts are recognized in the income statement as the
instruments mature, in foreign exchange gain (10ss).

The cost paid to acquire foreign currency call options is recognized as prepaid expense and amortized in the
income statement using the straight-line method over the life of the related contracts, in foreign exchange gain
(loss).

Restatement of Stockholders' Equity:
The objective of this restatement is to present stockholders equity in terms of the purchasing power of the
Mexican peso as of the date of the most recent balance sheet.
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r) Cumulative Result of Holding Non-Monetary Assets:
The cumulative result of holding non-monetary assets represents the sum of the differences between book values
and restatement values, as determined by applying NCPI inflation factors to non-monetary assets such as
inventories and fixed assets, and their effect on the income statement when the assets are consumed or depreciated.

s) Comprehensive Income:
Comprehensive income is comprised of the net income for the period, plus any other items of revenues, expenses,
gains and losses, which are recognized directly in stockholders equity. Such items include the cumulative
trandation result and the cumulative result of holding non-monetary assets and are presented in the Consolidated
Statement of Changesin Stockholders' Equity.

t)  Net Income per Share:
This represents the net income corresponding to each share of the Company’s capital stock, computed on the basis
of the weighted average number of shares outstanding during the year, in conformity with Bulletin B-14, “Income
per Share”.

Note 5. Accounts Receivable.

2000 1999
The Coca-Cola COMPEANY .......cereeeerereeirreriereseseere e Ps. 121,821 Ps. 63,401
INSUrANCE ClAIMS ......uveeiiieccieee ettt e 5,597 8,838
Travel advancesto emplOyeES.......ccoovererreeierene s - 7,870
L0aNSt0 EMPIOYEES.....ccvieceereireeieriereees s 1,782 540
GUAraNtEE AEPOSITS ...eeeeeeeeeeie et 4,262 4,120
ATTEVA, SA . e e 18,632 -
(O 10 SRS 12,254 6,594
Ps. 164,348 Ps. 91,363
Note 6. Inventories.
2000 1999
Finished ProdUCLS ... Ps. 193,610 Ps. 190,254
RAW MELENTAIS.....cviiiieieiieieeree e 160,760 129,249
SPAIE PAIS......ccviiviiieiieieee s 102,385 159,029
WOPK 1N PIOCESS ...ttt sttt 5,550 3,177
Advertising and promotional materials..........c.ccoeevereienennene 6,422 4,067
AAVANCES 10 SUPPIIENS. ..oveirieeiisrisieiisitse st 35,783 1,038
Ps. 504,510 Ps. 486,814
Note 7. Prepaid Expenses.
Balance 2000 1999
AGVEITISING ...t e Ps. 38,798 Ps. 31,715
Foreign currency call option COSt.......ccocuveiirererienieresesene 13,401 -
INSUFBINCE ... ..eiieiceie ettt ettt e et e e et e e s e e e e e baeeeenns 3,319 2,947
(O 10 SOOI 10,331 6,212
Ps. 65,849 Ps. 40,874
The advertising and promotional expenses for the years are as follows:
Income Statement 2000 1999 1998
AQVEItISING. ..c.veviieereeeirieseee e Ps. 608,419 Ps. 467,081 Ps. 428,206
Promotional eXpenses...........ccoceveeeeeieeienins 104,154 91,533 71,639
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Note 8. Investmentsin Shares.

Company Owner ship 2000 1999
Coca-ColaFEMSA:
Industria Envasadora de Querétaro, SA. de C.V.
(“TEQSA”) e eeeee e ree e nne 19.60% Ps. 72,561 Ps. 72,532
Coca-Cola FEM SA de Buenos Aires SA.:
Complgjo Industrial Can, SA. (“CICAN") ............ 48.10% 136,687 129,822
(O 111 SO Various 1,816 1,872
Ps. 211,064 Ps. 204,226

Note 9. Property, Plant and Equipment, Net.

2000 1999
LaNd ..o Ps. 782,964 Ps. 724,974
Buildings, machinery and equipment ..........ccccoeveeeneneenennene 8,470,806 8,903,013
Accumulated depreCiation...........coeereeerereeeneseeseseeeseseens (2,787,757) (2,769,062)
CONSLrUCLION N PIrOGIESS.......veeevereeeeiesreesre st 269,194 261,815
BOtIES ANA CASES .....ccvve ettt 320,132 343,023
Ps. 7,055,339 Ps. 7,463,763

The Company identified fixed assets consisting mainly of land, buildings and equipment, in accordance with
an approved program for the disposal of certain investments, which at December 31, 2000 and 1999,
amounted to Ps. 20,525 and Ps. 58,927 (nominal value) respectively. Such assets have been valued at
their estimated realizable value, according to applicable independent appraisals. Those fixed assets recorded at
their estimated realizable value are considered monetary assets on which a loss on monetary position must be computed
and recorded in the results of operations.

Primarily due to its production capacity rationalization program, together with the emphasis on non-returnable package,
some subsidiaries of the Company recorded write-offs and adjustments to the assets value, according to the actual
economics conditions, for Ps. 205,942 and Ps. 66,979 (nominal value) at December 31, 2000 and 1999, respectively.

Note 10. Deferred Charges, net.

2000 1999

Agreements with customers of Coca-ColaFEMSA .........cccceveee Ps. 45,985 Ps. 23,654
Leasehold impProvemMENtS...........cooeeereeieeriene e 72,695 25,101
Refrigeration eqUiPMENt..........oceiiererireeeseee e 260,270 292,715
Intangible labor asset (See Note 13).......cvevvereeenirieereeeeeees 5,142 14,519
Prepaid a0VertiSiNg........coceoeerererereeeeseee e 43,530 36,713
Bonus program (See NOtE 14) .......ccecvvrerrerieniee e 7,626 11,368
YanKEE BONG........coocueeeiiiictie ettt e 32,043 37,535
OB ettt 34,717 45,240

Ps. 502,008 Ps. 486,845

Note11l. Balancesand Transactionswith Related Parties, Affiliated and Associated Companies.

The consolidated balance sheet and income statement include the following balances and transactions with related
parties and affiliated companies:
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Emprex and Subsidiaries:

Balance sheet 2000 1999
Assets (accounts receivable) Ps. 7,548 Ps. 11,765
Liabilities (suppliers and other liahilities) 94,582 90,405
Income statement 2000 1999 1998
Sales and other revenues.............uu...... Ps. 80,191 Ps. 45,954 Ps. 65,023
Purchases of inventories.........cccccovveee... 562,059 561,926 1,110,405
Operating EXPeNnSeS .......cvvvvvevevereenenn 625,398 532,187 335,087

The Coca-Cola Company:

Balance sheet 2000 1999
Assets (accounts receivable) Ps. 121,821 Ps. 63,401
Liabilities 185,875 234,057
Income statement 2000 1999 1998
Purchases of concentrate..................... Ps. 2,721,336 Ps. 2,542,424 Ps. 2,582,952
Interest eXpense.........ccoceeveeeecienennnnnns 26,112 18,706 2,332

Other Associated Companies:

For the years ended December 31, 2000, 1999 and 1998, the subsidiaries received services of other companies where
some stockholders have participation:

2000 1999 1998
Interests:
EXPENSE ...cceiieieeeee e Ps. 30 Ps 870 Ps. 44,693
INCOME...ccicie e 14,445 13,984 2,451
Pur chases of canned productsto: 2000 1999 1998
TEQSA ..ot Ps. 200,842 Ps. 242,940 Ps. 294,518
CICAN ..ot 296,103 339,890 456,600

Note 12. Balancesand Transactionsin Foreign Currency.

Assets and liabilities denominated in U.S. dollars, excluding those of Coca-Cola FEM SA Buenos Aires, are as follows:

Thousands of U.S. Dollars

Applicable
Exchange
Balances: Rate (1) Short -Term Long-Term Total
December 31, 2000: Assets 9.6100 $ 19858 $ - % 19,858
Liabilities 7,975 304,847 312,822
December 31, 1999: Assets 94950 $ 2093 % - % 2,093
Liabilities 8,350 301,212 309,562

(1) Mexican Peso per U.S. dollar.
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The transactions in foreign currency converted into U.S. dollars, excluding those of Coca-Cola FEMSA Buenos Aires,
were as follows:
Thousands of U.S. Dollars

Income Statement 2000 1999 1998
INtErESt INCOME ...t $ 208 $ 213 % 83
Interest expenses and commissions................ 28,428 31,821 36,189

$ (28,220) $ (3,608) $ (36,106)

As of January 25, 2001, the issue date of these consolidated financial statements, the foreign currency position
(unaudited) was similar to that at December 31, 2000, and the exchange rate was 9.6735 Mexican pesos per one U.S.
dollar.

Note 13. Labor Liabilities.

The actuarial calculations for the Mexican subsidiaries” pension and retirement plan, and seniority premium (only for
Mexican subsidiaries) and the cost for the year were determined using the following long-term assumptions:

Real Rates
ANNUEL AiSCOUNT FAEE.......eeiiiiieie ettt e s e e s st e e s s e bae e s sreeesssaaeeeeas 6.00 %
SAIANY INCIEASE....c.veveieeeteeeeee e te ettt ettt st st besae e bt et et e se et e sbesbesbeeaeeneeneaneas 2.00 %
RELUM ON BSSELS.......iiiiiiiie ettt e s e s bbb e e e s s s s ssbbbbeeesesssssnrees 6.00 %

The balances of the liabilities and the trust assets, as well as the expenses for the year are as follows:

2000 1999
Pension and retirement plans:
Vested benefit obligation...........ccooeveienineninenceecee, Ps. 58,954 Ps. 46,622
Non-vested benefit obligation...........ccoccivviiiiniciiiiene 92,572 103,053
Accumulated benefit obligation...........ccocoeiiiinininiennn, 151,526 149,675
Excess of projected benefit obligation over accumulated
benefit obligation ... 27,315 29,834
Projected benefit obligation...........ccoeevveieinineinee 178,841 179,509
Plan assets at fair value.........coceeiciiiiiciccicccce (38,503) (38,392
Unfunded projected benefit obligation ...........c.ccceevvvnienene. 140,338 141,117
Unrecognized net transition obligation services................. (1,029) (1,068)
Unrecognized actuarial net gain (10SS) ....c.cvoevriieiisennenenns 5,177 (14,320)
144,486 125,729
Additional 18bor liability......ccocoeiiininisisse e - 10,388
TOMA e Ps. 144,486 Ps. 136,117
2000 1999
Seniority premiums:
Vested benefit obligation...........ccooeviieiinineieceeeee, Ps. 5,173 Ps. 7,065
Non-vested benefit obligation...........cccoceeiiiiicniiiiniene 11,109 12,741
Accumulated benefit obligation...........ccocooiiiiininiennn, 16,282 19,806
Excess of projected benefit obligation over accumulated
benefit obligation..........cocoiiiiiiiniieee, 1,566 1,810
Projected benefit obligation...........ccoeeveveieinincinee 17,848 21,616
Unrecognized net transition obligation services................. (2,208) (2,369)
UnrecogniZed NEL 10SS.....coveeiiiiisisiei e (4,459) (1,004)
11,181 18,243
Additional 1abor liability.........cocoeerrinnirireenreeee 5,142 4,131
TOEAl ettt Ps. 16,323 Ps. 22,374
Total Labor Liabilities Ps. 160,809 Ps. 158,491
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Expensefor the Period 2000 1999 1998

Pension plan ..., Ps. 22,194 Ps. 18,888 Ps. 18,907
Seniority premium......coeceveneieneeens 4,781 5,003 4,984
Ps. 26,975 Ps. 23,891 Ps. 23,891

The accumulated actuarial gains and losses were generated by the differences in the assumptions used for the actuarial
calculations at the beginning of the year versus the assumptions at the end of the year.

As of December 31, 2000 and 1999, the projected benefit obligation in some subsidiaries was less than the accumulated
benefit obligation reduced by the amount of the plan assets at fair value, resulting in an additional liability, which is
recorded as an intangible asset included in “ Deferred charges, net” (See Note 10).

The trust assets consist of fixed income and variable funds, valued at market. The integral cost of financing includes the
interest cost related to labor liabilities, net of the return on assets. This amounted to Ps. 9,600, Ps. 8,815 and Ps. 11,045,
for the years ended December 31, 2000, 1999 and 1998, respectively.

Note 14. Bonus Program.

Certain subsidiaries of the Company have implemented a bonus program for the benefit of certain executive officers of
such subsidiaries. Under the terms of this program approved in April 1997, the executive officers will be entitled on the
fifth anniversary of the program to a cash payment of a special bonus based on the officer's salary and the amount of the
increase in real terms in the market value of FEMSA and Coca-Cola FEMSA shares, during the preceding five years,
provided that no payments will be made unless the market value of FEM SA and Coca-Cola FEM SA shares (equal parts)
have at least doubled in real terms by such fifth anniversary.

In November 1997, the Company hedged its potential obligation under the bonus program by investing in cash-settled
options relating to FEMSA shares, and such purchased options were deposited in a trust. The cost of the purchased
options has been recorded in “Deferred charges, net” and will be amortized over the two-year term of such options. As
of December 31, 2000 and 1999, the unamortized cost of the options amounts to Ps. 7,626 and Ps. 11,368 respectively
(see Note 10)

In 1999 the Company hedged the potential risk related with Coca-Cola FEM SA’ s shares through the purchase of stock
options, however this operation did not generated any expense.

The purchased options are “marked to market”, and any income derived therefrom is recorded only to the extent that
such income exceeds the potential compensation as a function of the special bonuses that would be due based on the
stock price at the end of each reporting period. As of the date of these financia statements no income has been recorded.

Additionally, during 1999 the Company established a new compensation plan for certain key executives, which consists
of granting an annual bonus over the next five years, in the form of stock or stock options, based on each executives
responsibilities within the organization and the executives performance during the previous year. For each key
executive, on an annual basis, the net after-tax amount will be transferred to an irrevocable trust, which through the
instruction of atechnical committee can:

Acquire stock of FEMSA or of any of its subsidiaries listed on the Mexican Stock Exchange, or acquire American
Depositary Receipts (ADRS), representing such stock, quoted on the New Y ork Stock Exchange (NY SE) and/or

Enter into call options of the stock mentioned above.

The executives will have access to the assigned stock or options in 20% increments in each of the five years following
the granting of the bonus.

The annual bonus is recorded in the results of operations of the year. The amounts paid corresponding to 2000 and
1999, were Ps. 23,120 and Ps. 18,433, respectively.
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Note 15. Bank Loansand Notes Payable.

Long-term bank loans and notes payable of the Company are as follows (denominated in U.S. dollars, unless otherwise

indicated):
Bank Interest Rate 2000 1999

Fixed interest rate:
Yankee Bond .......ccoceoevievcinennicnienenens 895 % Ps. 1,922,000 Ps. 2,068,202
Private Placement with Citibank, N.A. .... 9.40 % 961,000 1,034,100
Banque Paribas........ccccccocevvvivnviecieennn, 7.69 % 13,038 35,062
GE Capital Leasing.......c.cceevevevrcvereerennens 9.44 % 45,321 -
2,941,359 3,137,364
VariOUS ....oocuveieeeereecreereere et ereene s Libor + 2.0 14,212 28,217
Ps. 2,955,571 Ps. 3,165,581

Maturities of long-term bank 1oans as of December 31, 2000 are as follows:

Current maturities of 1ong - term debt ..........ooeoeveri i Ps. 19,832
2002....ceeeeeeeie ettt e b et b e bRt Re R et bRt be bt ebe et b et ee 14,473
12400 SOOI 8,317
2004 b bbb bR Rt R et b et b e et b e ee e 969,317
2005......ee ettt bbb b bR e bR et bRt b et et b et b et 6,251
200B...... e vttt sttt e b e et b e bt be Rt be Rt Re b et be bt be et r et eee 1,928,251
2007 ...ttt bbb bR Rt bRt b e bbbt b et b et es 6,251
2008.....c1e ettt h e E et E e R e bR Rt R e Rt R et Re Rt bt ebeste e erenrenees 2,879
Ps. 2,955,571

As of December 31, 2000, the Company was in compliance with al restrictions and covenants established in its loan
agreements.

Note 16. Fair Value of Financial I nstruments.

The carrying amounts and fair values of the Company’s financial instruments, where such amounts are not substantially
the same, are summarized as follows:

2000 1999
Carrying Fair Value Carrying Fair Value
Amount Amount
Long-term debt $ 307,551 % 316209 $ 302835 $ 308,193
Cost paid for the call option
agreements $ 1394 % 552 $ - $ -

The fair value of long-term bank loans and syndicated loans is based on the discounted value of contractual cash flows.
The discount rate is estimated using rates currently offered for debt with similar remaining maturities.

The terms of and accounting for the cash-settled options are described in Note 14.

The fair value of the stock options is estimated based on quoted market prices to terminate the contracts at the reporting
date. The Company does not anticipate canceling these agreements and expects them to expire as originally contracted.

As of December 31, 2000, the Company had 35 forward contracts to buy and sell U.S. dollars for a total amount of
$131,400 and $121,800, respectively, which mature during 2001. The fair value is estimated at $3,800, based on quoted
market prices of each agreement at December 31, 2000, assuming the same date of the agreements. Also, the Company
had 10 forward contracts to buy $100,000, which mature during 2001 and with a fair market value of $2,700, in order to
hedge potentia devaluation of the Argentine peso.
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Additionally, at December 31, 2000, the Company had 24 option agreements to buy $87,600, which mature during
2001. The fair value of the option agreements is estimated based on quoted market prices of the cost paid for such
agreements, considering the same amounts, exchange rates and maturity dates originally contracted.

Note17. Stockholders Equity.

At December 31, 2000, the capital stock of the Company was comprised of 1,425 millions common shares without par
value and with foreign ownership restrictions. Fixed capital amounts to Ps.633,250 (nominal value) and variable
capital may not exceed 10 times the minimum fixed capital stock.

The characteristics of the common shares are as follows:
Series“A” and series “D” shares are ordinary, have unlimited voting rights, are subject to transfer restrictions, and
at al times must represent a minimum of 75% of subscribed capital stock.
Series “A” shares may only be acquired by Mexican individuals and may not represent less than 51% of the total
subscribed capital stock.
Series “D” shares have open subscription and may not exceed 49% of the ordinary shares.
Series“L" shares have limited voting and other corporate rights.

In addition, 270,750 thousand series “B” shares and 204,000 thousand series “L” shares have been authorized and
issued but not subscribed.
As of December 31, 2000, Coca-Cola FEM SA’s capital stock is comprised as follows:

Series Number of
Shares
A e ehe et b et et e ahe e bt e be e be e beehaeeheesbeeabeereanreeaneaaes 726,750
DD e be e b et et e et e he e be e beeabeehaeeheesbeeabeereennenaes 427,500
L oottt ettt e be e be et e e b e e ebe e be e bt et e aaeeebe e be e beeabeeabeeheenbeeareereeareeaes 270,750
LI,z TSP RR PR 1,425,000

The restatement of the stockholders’ equity is alocated to each of the various stockholders' equity accounts as follows:

Historical Restated
Cost Restatement Value
Capital StOCK ..o Ps. 633,250 Ps. 1,514,048 Ps. 2,147,298
Additional paid - incapital.........c.ccovvenriiniinnncns 305,505 1,205,250 1,510,755
Retained €arnings........cccoocvvevevesesesesseeseeneenens 2,170,710 1,807,685 3,978,395
Net income for theyear...........ccoecvcvvevvnnnnnnn, 1,242,866 49,134 1,292,000

At an ordinary stockholders' meeting held on March 7, 2000, dividends in the amount of 0.1533 Mexican pesos per
share (nominal value) were declared and were paid in July 2000.

The net income of each Mexican subsidiary is subject to a legal requirement that 5% thereof be transferred to a legal
reserve until such reserve equals 20% of capital stock. This reserve may not be distributed to stockholders during the
existence of the subsidiary, except as stock dividends. As of December 31, 2000 the legal reserve for Coca-Cola
FEMSA amounts to Ps. 126,550 (nominal value).

Until 1998, retained earnings and other reserves distributed as dividends, as well as reduction of capital, were subject to
a 34% income tax charged to Coca-Cola FEM SA when the distribution was not made from net taxable income.

Beginning in 1999, dividends paid to individuals or foreign residents will be subject to income tax withholdings at an
effective rate ranging from 7.5% to 7.7%, depending on the year in which earnings were generated. In addition, if
earnings for which no corporate tax has been paid are distributed, the tax must be paid upon distribution of the
dividends. Consequently, the Company will have to keep a record of earnings subject to each tax rate. As of December
31, 2000 the earnings, which already paid tax, amounts Ps. 889,614.

F-21




Note 18. Tax System.

a)

b)

0)

d)

Income Tax:

Mexican income tax is computed on taxable income, which differs from accounting income principally due to
the differences between purchases and cost of sales, the treatment of the integral cost of financing, the relative
cost of labor liabilities and depreciation. Taxable income is increased or reduced by the effects of inflation on
certain monetary assets and liabilities through the tax inflationary component, which is similar in concept to the
gain on monetary position.

Beginning 1999, the tax rate over income is 35%, with the possibility of deferring the payment of the tax
approximate a 5% (during 1999 3%) until the dividends of that earnings are paid. The amount as of December
31, 2000 is Ps. 1,510,376.

Coca-Cola FEM SA Buenos Aires calculates its income tax, which differs from accounting income mainly due to
the differences in depreciation and labor liability provisions. The Argentine income tax rate increased from 33%
to 35% beginning in 1999. During 1998 Coca-Cola FEMSA Buenos Aires fully amortized its tax loss carry-
forwards.

Tax on Assets:

The Mexican tax on assets is computed at an annual rate of 1.8% based on the average of certain assets at a tax-
restated value less certain liabilities. The tax on assetsis paid only to the extent that it exceeds the income tax for
the year. If in the year there is a tax on assets payment, this amount may be credited against any excess of
income taxes over the tax on assets of the preceding three years. Additionally, this payment may be restated and
credited against the excess of income taxes over asset taxes for the following ten years.

Beginning in 1998, the tax laws in Argentina established a Tax on Minimum Presumptive Income (TMPI)
which, similar to the Mexican tax on assets, is paid only to the extent that it exceeds the income taxes for the
year. Any required payment of TMPI is recoverable to the extent that the income taxes exceed the TMPI of the
following four years.

Employee profit sharing:

Employee profit sharing is computed at the rate of 10% of the individual taxable income of each of the Mexican
subsidiaries, except that depreciation of historical, rather than restated values is used, foreign exchange gains
and losses are not included until the asset or liability is due, and other effects of inflation are also excluded.

The present tax law in Argentina does not consider any employee profit sharing.

Deferred Income tax:

As explained in note 4 n), beginning in 2000, a new accounting principle became effective for the accounting of
income and asset taxes, which now requires the recognition of the deferred effects of all temporary differences.
As of December 31, 2000 there are no temporary differences for employee profit sharing purposes that require

recognition of any deferred effect.

The tax effect of temporary differences that generated deferred tax liabilities (assets) is as follows:

Initial

2000 Effect
INVENEOMES ...ttt Ps. 118,859 Ps. 120,541
Property, plant and equipment @) ......ccoceeevereeereneceneneenn 577,267 586,739
INVEStMENtS N ShArES......c.ccovveiecieceeceeceee e 43,809 41,990
Deferred Charges.......cocvvvveve v 159,478 178,318
Pension plan and seniority premium..........cccoccveeveeenenienenn (56,283) (55,122)
OthEr FESEIVES ..ottt (54,746) (30,671)
Ps. 788,384 Ps. 841,795

(1) Including bottles and cases
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2000 1999 1998

Statutory tax rate 35.00 % 35.00 % 34.00 %
Permanent differences:
Gain from monetary position...................... (0.70) (7.80) (5.88)
Inflationary component............cccverererneneen. 0.50 7.99 3.06
Non-deducible expenses and other .............. 3.09 4.73 14.74
Temporary differences:
DePreciation ........ccocvvvveveeeeeeeseseese e -- 0.58 (8.06)
Cost of sales vs. Purchases, labor and
OVerhead ......cooveevineeree e -- (3.42) (4.57)
RESEIVES. ... -- 0.30 244
Utilization of tax loss carryforwards............ -- -- (2.28)
EffectivetaX rafe.......ccoevveveeeiveeeeeee 37.89 % 37.38 % 33.45%
€) Theincometax, tax on assets and employee profit sharing provisions are comprised as follows:
2000 1999 1998
CUrrent iNCOMEtaX ......ceeeiveeeeeeeeirieeneeeireeesaeeenns Ps. 800,905 Ps. 686,329 Ps. 402,802
Deferred inCOMetaXx ........cooceeeeeceeeeeceeee e 56,165 - -
Employee profit sharing........cocoeeveneineneenns 113,127 105,149 62,232
Ps. 970,197 Ps. 791,478 Ps. 465,034

Tax loss carryforwards may be applied against taxable income of the 10 years following the year when they are
generated, in accordance with the Mexican income tax law.

As of December 31, 2000, the Company does not have unamortized tax loss carryforwards or refundable tax on
assets.

Note 19. Contingencies and Guaranties.

The SHCP levied tax assessments against certain subsidiaries of FEMSA with regard to the inflation adjustments of
certain tax loss carryforwards. Because each of these cases was resolved in a different manner and in different courts,
FEMSA filed an appeal with the Mexican Supreme Court. However, the Mexican Supreme Court ruled against them and
the subsidiaries of FEMSA were required to pay Ps. 1,015 for assessments, which are included in other expenses, net, in
the accompanying consolidated statement of income.

The SHCP has levied tax assessments against certain subsidiaries of FEMSA aleging that such subsidiaries
inappropriately amortized tax loss carryforwards generated prior to 1987 against the taxable income of 1990 through
1993. FEMSA aso filed an appeal with the Mexican Supreme Court with respect to such assessments but the court
determined an unfavorable outcome of the pending case. Therefore, in December 1999, FEMSA decided to pay such
credits in the amount of Ps. 7,155, which are included in other expenses, net.
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Note 20. Information by Segment.

Relevant information concerning the subsidiaries of Coca-Cola FEM SA, divided by geographic areas, is presented as follows:

December 2000 Mexico Buenos Aires Total
(1)
TOtA FEVENUES ... Ps. 13,119,998 Ps. 3,464,776 Ps. 16,584,774
Income from Operations (1) ......ceeveeeveereereereneesennenns 2,766,641 173,698 2,940,339
[INLEreSt EXPENSES......cveereereeirerieeee st 331,070 6,160 337,230
INtErESt INCOME......cviriieririereree e 119,473 16,342 135,815
[NCOME EBX....cvieeeieeirieere e 788,170 68,900 857,070
Employee Profit Sharing........ccocvevveevceccevcnesesenn, 113,127 - 113,127
Depreciation and goodwill amortization.................. 517,423 305,138 822,561
Breakage of bottles and cases, amortization and
OLNEN .t 375,747 44,118 419,865
Total [0Ng - termM @SSEtS.....ooveevireeee e 6,312,780 3,094,212 9,406,992
TOtAl ASSELS (2) veveeervereeierierieerie et 8,649,581 4,117,605 12,767,186
Total [1abiltieS.....ccovreeeireee e 4,554,614 735,259 5,289,873
Tax [1@bility (3) cevveerereeerireseere s 778,785 288,255 1,067,040
Capital expenditures (4) .........ccvveveveeveiieneieienes 792,503 102,514 895,017
December 1999 Mexico Buenos Aires Total
(1)
TOtAl FEVENUES ... Ps. 11,402,347 Ps. 3,752,850 Ps. 15,155,197
Income from OPErationS (1) ...cvoveeereeeeereereereeseesnnenns 1,993,423 219,614 2,213,037
INTErest EXPENSES. ....cverveeieeie e e see e eee e 438,587 9,178 447,765
INtEreSt INCOME.......eeeeeeeeeee e 45,665 33,299 78,964
110011 - G 599,272 87,057 686,329
Employee Profit Sharing........ccocvevvevvceeevcneseseene, 105,149 - 105,149
Depreciation and goodwill amortization.................. 426,667 302,910 729,577
Breakage of bottles and cases, amortization and
OLNEN . 360,528 62,782 423,310
Total long - term assetS.....coovvvvereeeeeerere e 6,662,550 3,335,368 9,997,918
TOtAl ASSELS (2) et 7,769,890 4,134,697 11,904,587
Recoverable taxes.......occvevevevvseseseeesese e 1,446 2,217 3,663
Total [1abiltIeS. ... 4,470,180 608,157 5,078,337
Tax [1@bility (3) cevveerereeerireerere s 429,393 123,955 553,348
Capital expenditures (4).......cccccvevvvvveceeceeceseeenn, 807,792 113,512 921,304
December 1998 Mexico Buenos Aires Total
(1)
TOtA FEVENUES ...t Ps. 10,660,392 Ps. 3,817,022 Ps. 14,477,414
Income from Operations (1) ......cveveeeveereereerenesnnenns 1,693,273 179,613 1,872,886
INTErest EXPENSES. .....verveeieeie e e ree e 530,249 13,699 543,948
INtEreSt INCOME......veeeeeeeeeee e 11,512 10,705 22,217
110001 T= - 402,802 - 402,802
Employee Profit Sharing........ccoceevveevceecevcneseceene, 62,232 - 62,232
Depreciation and goodwill amortization.................. 418,658 177,993 596,651
Breakage of bottles and cases, amortization and
OLNEN .t 274,144 62,701 336,845
Capital expenditures (4).......cccocvevvvvveeeceeceseseennn 1,329,373 191,080 1,520,453

(1)  Includes effect of goodwill.

(2) Recoverable taxes and tax liability are not included in total assets and total liabilities.

(3)  Includes deferred long-term income tax for 3% (See Note 18)

(4)  Includesinvestment in property, building and equipment as well as deferred charges.
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Note 21. Differences Between Mexican GAAP and U.S. GAAP.

The consolidated financial statements of the Company are prepared in accordance with Mexican GAAP, which differsin
certain significant respects from U.S. GAAP. A reconciliation of the reported net stockholders equity and
comprehensive incometo U.S. GAAP is presented in Note 22.

It should be noted that this reconciliation to U.S. GAAP does not include the reversal of the restatement of the financial
statements to recognize the effects of inflation, as required under Bulletin B-10 of Mexican GAAP. The application of
Bulletin B-10 represents a comprehensive measure of the effects of price-level changes in the Mexican economy and, as
such, is considered a more meaningful presentation than historical cost-based financial reporting for both Mexican and
U.S. accounting purposes.

The principal differences between Mexican GAAP and U.S. GAAP that affect the consolidated financial statements of
the Company are described below:

a)

b)

d)

Restatement of Prior Year Financial Statements:

As explained in Note 4 a), in accordance with Mexican GAAP, the financial information for foreign subsidiaries of
prior years was restated using the inflation rate of the country in which the foreign subsidiary is located, then
translated to Mexican pesos at the year-end exchange rate.

Under US GAAP, the prior period financial information for foreign subsidiaries must be restated in constant units
of the reporting currency. In this case, the Mexican peso, which requires the restatement of such prior-period,
amounts using NCPI inflation factors.

Additionally, al other US GAAP adjustments that require restatement have been determined based upon US GAAP
methodology.

Deferred Promotional Expenses:

As explained in Note 4 €), for Mexican GAAP purposes the promotional costs related to the launching of new
products or presentations are recorded as prepaid expenses. For U.S. GAAP purposes, all promotional costs are
expensed as incurred.

Restatement of Imported Machinery and Equipment:

As explained in Note 4 a), in accordance with Mexican GAAP, imported machinery and equipment has been
restated by applying the inflation rate of the country of origin, then translated at the year-end exchange rate of the
Mexican peso.

In accordance with US GAAP, al machinery and equipment, both domestic and imported has been restated using
NCPI inflation factors.

Capitalization of Interest Expense:

Under Mexican GAAP, the capitalization of the integral cost of financing (interest, foreign exchange and monetary
position) generated by loan agreements obtained to finance investment projectsis optional. The Company does not
capitalize the integral result of financing.

In accordance with US GAAP, if interest is incurred during the construction of qualifying assets, capitalization is
required as part of the cost of such assets.

Accordingly, areconciling item for the capitalization of a portion of the integral cost of financing isincluded in the
US GAAP reconciliation of the net income and stockholders' equity. If the borrowings are denominated in US
dollars, the weighted-average interest rate on all such outstanding debt is applied to the balance of construction-in-
progress to determine the amount to be capitalized. If the borrowings are denominated in Mexican pesos, the
amount of capitalizable interest determined as noted above is reduced by the gain on monetary position associated
with the debt. In no event may any exchange losses associated with foreign currency denominated debt be
capitalized under US GAAP.
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€) Cost of Foreign Currency Forward Contracts
Under Mexican GAAP the cost of foreign currency forward contracts are recognized as expense at the maturity
date of such contracts.

Under US GAAP, the difference between the spot exchange rate and the forward exchange rate at the date of the
inception is considered a premium on aforward contract. This premium is amortized under the straight-line method
over the life of the forward contract.

f) Deferred Income Taxes and Employee Profit Sharing:

The Company follows SFAS No. 109, “Accounting for Income Taxes’, for U.S. GAAP reconciliation purposes,
the objective of which is to recognize deferred tax liabilities and assets for the future tax consequences of al
temporary differences between the book and tax bases of assets and ligbilities. As explained in note 4 n), beginning
in 2000, under Mexican GAAP a new accounting principle became effective for the accounting for income and
asset taxes and employee profit sharing. The new Mexican accounting standard differs from US GAAP asfollows:

Under Mexican GAAP the deferred taxes are classified as non-current, while under US GAAP are based on
the classification of the related asset or liability.

Under Mexican GAAP the deferred tax provision of the period to be included in the results of operations is
determined by comparing the deferred tax balance at end of the period to the balance at the beginning of the
period, excluding from both balances the temporary differences that are registered directly in stockholders’
equity. Under US GAAP the deferred tax provision is determined by deducting the deferred tax balance at
the beginning of the period, from the balance of deferred taxes at the end of the period.

Under Mexican GAAP the effects of inflation on the deferred tax liability generated by monetary items are
recognized in the result on monetary position. Under US GAAP the deferred tax liability is classified as a non-
monetary item, therefore the effects of inflation are recognized in the same account in the income statement
and no gain on monetary position is generated.

Under Mexican GAAP deferred employee profit sharing is calculated considering only those temporary
differences that arise during the period and which are expected to turn around within a defined period, while
under US GAAP the same liability method as used for deferred income taxes is applied.

Additionally, the restatement of imported machinery and equipment and the capitalization of financing costs under
Mexican GAAP have a different treatment than under US GAAP (see Notes 21 ¢ and d). As a consequence, the
related deferred income tax presented under Mexican GAAP is different than the effect calculated under US GAAP

(see Note 18 d).
The tax effect of temporary differences that generated deferred tax liabilities (assets) under SFAS No. 109 are as
follows:
Deferred Income Taxes 2000 1999
Current:
OtNEr FESEIVES ...ttt Ps. (54,746) Ps. (32,619)
INVENEOMES ...ttt 118,859 121,480
Non-current:
FiXEO BSSELS.......ve ettt ettt 723,794 704,686
INVEStMENtS N SharES........ccoveveciecee e 43,809 44,326
Deferred Charges.......cocvvvvvve v 159,478 190,182
PENSION Plan.......cccovviiire e (50,570) (43,156)
SENIONitY PrEMIUMS.......ooveiieieisieeee e (5,713) (6,385)
Deferred income tax under US GAAP.......ocvvveceeceecnens 934,911 978,514
Deferred income tax under Mexican GAAP.......ccccoevnennee. (788,384) -
Additional deferred incometax under US GAAP............... Ps. 146,527 Ps. 978,514
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Deferred Employee Profit Sharing 2000 1999

Current:
Other FESEIVES......c.oiiii s Ps. (4,350) Ps. (1,634)
(101775 01 (0] (1= 33,960 34,440
Non-current:
FiXEA GSSELS......cciiiiiieeciee ettt 172,420 233,934
Deferred Charges........cocoveieii i 15,432 19,781
PeNSION Plan. ..o (11,852) (9,422)
SENIONILY PrEMIUMS.....viieiiieieesese st (1,633) (1,824)

Ps. 203,977 Ps. 275,275

g) Cost of Pension Plan and Other Employee Benefits:
Under Mexican GAAP, the liabilities for employee benefits are determined using actuarial computations, in
accordance with Bulletin D-3, “Labor Obligations’, which is substantially the same as US GAAP's SFAS No. 87,
“Employers’ Accounting for Pensions’. The effect of the initial application of both bulletins generates a difference
in the unamortized prior service costs and in the amortization expense.

Under Mexican GAAP and US GAAP thereis no difference in the liabilities for seniority premiums.

The Company prepared a study of pension costs under U.S. GAAP based on actuaria calculations, using the same
assumptions used under Mexican GAAP (see Note 13).

The net pension cost and the funded status of the pension plan under SFAS No. 87 are asfollows:

Net pension cost: 2000 1999 1998
SEIVICE COSL...vvinereiireriereer e Ps. 13,270 Ps. 11,052 Ps. 7,825
INEErESE COSt....vvierereerrereresreree s 10,696 9,725 11,518
Actual return on plan assetsS ......ccovvevverieenne (2,438) (2,738) (2,271)
Net amortization and deferral.......................... 1,036 6,300 874
Net pension cost (U.S. GAAP) .....ccccecvvrienne 22,564 24,339 17,946
Net pension cost recorded (Mexican GAAP).. 22,194 19,010 19,408

Additional (income) expense that must be

recognized under U.S. GAAP.........ccvecvvnnn... Ps. 370 Ps. 5329 Ps. (1,462)

Pension liability 2000 1999
Projected benefit obligation ...........coooveeiineininceeeee Ps. 178,841 Ps. 181,387
Plan assetS at fair VAlUE .....ooo i (38,503) (38,392
Unfunded projected benefit obligation...........c.ccoevverceiencenenns 140,338 142,995
Unrecognized net transition obligation ..........c.ccoeovveveeneneenienne (5,262) (4,677)
Unrecognized Net gain (10SS) ....veieiiineiiiinisisesie s 5771 (14,104)
Total unfunded accrued pension liability under U.S. GAAP ......... 140,847 124,214
Total unfunded accrued pension liability under Mexican GAAP... (144,486) (127,854)

Liability that must be canceled under U.S. GAAP.............cccun...... Ps. (3,639) Ps. (3,640)

The changes during the year in the projected benefit obligation of the pension plan as well as the changes in the
plan assets at market value for the years ended December 31, 2000 and 1999 are as follows:
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h)

k)

Changein Projected Benefit Obligation 2000 1999

Obligation at the beginning of theyear.........ccccccocvvivvevrcccercnece e Ps. 181,387 Ps. 164,563
SEIVICE COSE ..ottt sreneen s 13,270 11,052
INEEIESE COSL ...ttt 10,696 9,725
ACLUANTAl TOSS....c it (21,699) (106)
BeNEfitSPaid .......ccceeeririeiecece e (4,813 (3,847)

Obligation at theend of theyear..........cccccccvevvvieviviiiiiceccceceseceains Ps. 178,841 Ps. 181,387

Changein Plan Assets at Fair Value 2000 1999

Balance at the beginning of theyear ... Ps. 38,392 Ps. 37,390
Actual return on plan assetsin real terms.........ccocoeeeeeeieierenennn 2,438 2,738
ACLUAINTEl GAIN...oviiiiiiiee e 2.486 2,111
BeNEfitS Paid. .....coveiiieiiciieiiee st (4,813) (3,847)

Balance at theend of theyear............cccoceeeviiiiiiiiiicc Ps. 38,503 Ps. 38,392

Under Mexican GAAP and U.S. GAAP there is no difference in the liabilities for seniority premiums.

SFAS No. 105:
With respect to SFAS No. 105, “Disclosure of Information about Financia Instruments with Off-Balance-Sheet
Risk and Financia Instruments with Concentrations of Credit Risk”, the Company’s accounts receivable, which
represent receivables from numerous retail customers, and the Company’s cash balances do not represent any
significant concentration of risk to the Company.

Impairment of Long-Lived Assets:
Under U.S. GAAP, an impairment has occurred when the total amount of potential future cash flows that may be
reasonably expected to be obtained through the use of the asset during its remaining useful life, reduced by the
operating costs and expenses associated with such cash flows, isless than the carrying amount of the asset.

The impairment of a long-lived asset that must be charged to the income statement is that amount by which the
carrying amount of the asset restated to current year-end Mexican pesos exceeds its fair value, which is defined in
SFAS-121, “ Accounting for the Impairment of Long-Lived Assets and Long-Lived Assets to be Disposed of”.

Compr ehensive Income:

The Company under Mexican GAAP is in compliance with the disclosures required by SFAS No. 130 under US
GAAP. In the note 22 ¢) a reconciliation of comprehensive income under Mexican GAAP to US GAAP is
presented. The variation in the comprehensive income is generated by the adjustment to net income (Note 22 a)
and result of holding non-monetary assets to reconcileto US GAAP.

Statement of Cash Flows:

Under Mexican GAAP, the Company presents a consolidated statement of changes in financial position in
accordance with Bulletin B-12, which identifies the generation and application of resources as representing
differences between beginning and ending financial statement balances in constant Mexican pesos. Bulletin B-12
also requires that monetary and unrealized foreign exchange gains and losses be treated as cash items in the
determination of resources generated by operations.

U.S. GAAP SFAS No. 95 requires presentation of a statement of cash flows.

The following presents a reconciliation of the resources generated by (used in) operating, investing and financing
activities under Mexican GAAP to the resources generated by (used in) such activities under U.S. GAAP:
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2000 1999 1998

Resources generated by operations under

Mexican GAAP .....ccovieiieeee e Ps. 2,501,059 Ps. 2,886,828 Ps. 1,595,842
Inflationary effects.........cccovvveeieneineneiseseee 136,076 (6,282) (129,165)
Foreign exchange 10SS (gain) ........ccccvveveeereneenens 342,698 36,292 120,160

L oss on retirements of property, plant and
EQUIPMENE ...t 5,034 22,217 178,616

Resources generated by operations under U.S.
GAAP .. Ps. 2,984,867 Ps. 2,939,055 Ps. 1,765,453

Resources used in investing activities under

Mexican GAAP ..o Ps. (895,017) Ps. (921,304) Ps.  (1,520,453)
L oss on retirements of property, plant and
EQUIPMENT ...t (5,034) (22,217) (178,616)
Inflationary effects......cccoocevviniiicciicnnn, - (9,586) (59,809)
Resources used in investing activities under
U.S. GAAP ... Ps. (900,051) Ps. (953,107) Ps.  (1,758,878)

Resources (used in) generated by financing

activitiesunder Mexican GAAP .......c.coeee.s Ps. (267,139) Ps.  (1,576,585) Ps. (143,543)
Inflationary effects..........cccccviiiiiiiiice, (136,076) 23,820 178,114
Foreign exchange 10ss (gain).......c.ccoveneeennne. (342,698) (36,292) (120,160)
Resources (used in) generated by financing
activitiesunder U.S. GAAP..........cccuueeen. Ps. (745,913) Ps.  (1,589,057) Ps. (85,589)
Supplementary cash flow information 2000 1999 1998
INtErest EXPENSES......ooeeieereeee e Ps. 185,963 Ps. 349,013 Ps. 453,282
Income Tax and Tax on assets paid................... 1,247,721 483,237 403,008

)  Condensed Financial Information under U.S. GAAP
The following represent the condensed consolidated income statements and balance sheets, including all of
reconciling items described in Note 22:

he

—

Income Statement 2000 1999 1998

Total FEVENUES.........eeeeveeecteeeetee ettt Ps. 16,584,774 Ps. 15,473,206 Ps. 15,577,085
Income from operations ..........cccceeceeeeerennrennns 2,856,359 2,110,048 1,839,104
Income beforeincometax........c.coveeeveeicveecnennns 2,259,618 1,757,604 1,208,342
INCOMETAXES .....vveeeetieee e 861,133 691,079 646,785
Approximate net income under U.S. GAAP...... 1,398,485 1,066,524 561,557
Cumulative trandlation adjustment .................... 91,169 411,857 (105,405)
Result of holding nonmonetary assets............... (98,401 (334,351) (62,849)
Comprehensive Income under U.S. GAAP....... Ps. 1,391,253 Ps. 1,144,030 Ps. 393,303

F-29




Balance Sheet 2000 1999
CUMTENT @SSELS ....eii ettt e e et e e e e ear e e e e enreea s Ps. 3,360,194 Ps. 1,969,917
FIXEO BSSELS ...ttt sttt 7,476,943 7,943,710
OtNEr @SSELS ....cviiviieiiiiesieiiste st st ste st sre s eresbeseesesbeseeresreseesesreneas 2,351,653 2,599,495
TOMAl ASSELS.....eitiiieeiitiiieest et sttt stene s e e sesaenessesseneenenaenes 13,188,790 12,513,122
Current [1abilitiES......eeecee e 2,375,394 2,399,900
Long-term liabilities. .....cccoiiiee e 2,998,409 4,546,331
Other lHaDIlITIES.......cviiieiiisicise et sre e 1,329,974 57,330
Total laDilES ..o s 6,703,777 7,003,561
StoCKOIAErS” EQUITY .....c.eiiieiiiirie e 6,485,013 5,509,561
Total liabilities and stockholders' equity...........cccoooeveiiiiiiicnnnnenne. Ps. 13,188,790 Ps. 12,513,122
Statgn;e:lt:)s: of Changesin Stockholders Equity under U.S. 2000 1999
Approximate stockholders’ equity under U.S. GAAP as of the

beginning Of the Year ... Ps. 5,509,561 Ps. 5,028,085

DivIdendS Paid .........cooeerierirenenne e (235,929) (190,831)

Cumulative tranglation adjustment ...........ccocevevvereeereereerceseseneenns (179,872) (474,021)

Result of holding nonmonetary assets.........covevvenenneneneneneen (7,232) 79,804

Approximate net income under U.S. GAAP ......ccccceevevvvevennnnnn, 1,398,485 1,066,524
Approximate stockholders’ equity under U.S. GAAP as of the end

of the year Ps. 6,485,013 Ps. 5,509,561
Other components of Compr ehensive income 2000 1999
Cumulative trandation adjustment ..........cccceeeieneneneneneneeee e, Ps. 1,034,174 Ps. 908,338
Result of holding NONMONEtary 8SSELS......couireiriineiesisieesesneenes (2,938,200) (2,974,111)
(1,904,026) (2,065,773)
Note 22. Reconciliation of Mexican GAAP to U.S. GAAP.
a) Reconciliation of Net Income:
2000 1999 1998
Net income under Mexican GAAP .......ccoceveeeveveeenenn. Ps. 1,292,000 Ps. 1,044,379 Ps. 739,169
Approximate U.S. GAAP adjustments:;
Restatement of prior year financial statements

(NOtE21 @) ..veeeeeeeeerieeie ettt - 19,395 53,563
Deferred promotional expenses (Note21 b) .......... - - (1,050)
Restatement of machinery and equipment

(NOE 2L C) .o (23,030) (14,686) 2,312
(Uncapitalization) capitalization of interest expense

(NOtE 221 d) ..o 645 23,259 44,849
Gain on monetary position resulting from U.S.

GAAP adjuStments.........cccoveerereenereesenieennes 82,046 125,551 173,235
Deferred income taxes (Note 21 f) .....ccveevvvrieenne, (4,062) (101,976) (375,504)
Deferred employee profit sharing (Note 21 f) ......... 51,256 (24,069) (76,479)
Pension plan cost (NOte 21 @) ...ccvvvreeereniecresinenes (370) (5,329 1,462

Total adjuSIMENES.....coiiiiiieee e 106,485 22,145 (177,612)
Approximate net income under U.S. GAAP................. Ps. 1,398,485 Ps. 1,066,524 Ps. 561,557
Weighted average common shares outstanding ............ 1,425,000 1,425,000 1,425,000
Approximate net income per share under U.S. GAAP.. Ps. 0.98 Ps. 0.75 Ps. 0.39
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Under US GAAP, the monetary position effect of the income statement adjustments is included in each adjustment,
except for the capitalization of integral cost of financing and pension plan liabilities that are non-monetary.

b) Reconciliation of Stockholders' Equity:

2000 1999
Stockholders' equity under Mexican GAAP.........ccccovvcvceecerenieseneens Ps. 6,410,273 Ps. 6,276,565
Approximate U.S. GAAP adjustments:
Restatement of prior year financial statements (Note 21 a)............ - 179,872
Restatement of machinery and eguipment (Note 21 ¢)................... 363,588 239,757
Capitalization of interest expense (Note 21 d) .......cccooevvereerienene 58,017 63,516
Deferred income taxes (NOte 2L f) ....voveeveverevereeseee e (146,527) (978,514)
Deferred employee profit sharing (Note 21 f) ......ccccovevivveienienen (203,977) (275,275)
Accumulated pension plan liability (NOte 21 @).....ccooeevrvenecrnnnnen 3,639 3,640
TOtAl A0JUSIMENES. ...ttt seens 74,740 (767,004)
Approximate stockholders' equity under U.S. GAAP..............c.c........ Ps. 6,485,013 Ps. 5,509,561
¢) Reconciliation of Comprehensive Income;
2000 1999 1998
Comprehensive income under Mexican GAAP ............ Ps. 1,211,432 Ps. 923,603 Ps. 1,171,596
Approximate adjustments for US GAAP:
Net income (10sS) (NOte 22 @).....c.covvvveereerieerienienne 106,485 22,145 (177,612)
Result of holding non-monetary assats ......ccoevneeneae 73,336 198,282 (600,681)

Approximate comprehensive income under US GAAP  Ps, 1,391,253 Ps. 1,144,030 Ps. 393,303

Note23. Futurelmpact of Recently Issued Accounting Standards.

In December 1999, the Mexican Institute of Public Accountants issued Bulletin C-2, “Financia Instruments’, which
will be mandatory for all Mexican companies in 2001. Bulletin C-2 requires an enterprise to recognize al of its
contractual rights or obligations under derivatives in its balance sheet as assets or liabilities and to measure those
instruments at their fair value. Changes in the fair value of a derivative will be included in current earnings,
regardless of their nature.

In June 1998, the financial accounting standards board issued SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities’, which goes into effect in 2001 for US GAAP purposes. This new standard will
also require recognition of all derivatives on the balance sheet as either assets or liabilities and the measurement of
such instruments at their fair value. Changes in the fair value of the derivatives are recognized in earnings, unless
specific hedge accounting criteria is met. Gains and losses on derivative hedging instruments must be recorded in
either other comprehensive income or current earnings, depending on the nature of the instrument.

The Company currently has contracted certain financial instruments and determines their fair value as described in
Note 16. The impact on the consolidated financial statements if the Company had applied the guidelines of Bulletin
C-2 and SFAS 133 beginning in 2000, would have been to recognize a liability in the amount of Ps. 37,376 and a
reduction in net income. As of the date of the consolidated financial statements the Company has not determined the
total impact of SFAS 133. However, the Company anticipates that the impact will be similar to that computed under
Bulletin C-2. The Company continues to analyze al the outstanding contracts to determine if they include any
implied derivative that must be evaluated under SFAS 133.
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