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INTRODUCTION

References

     Unless the context otherwise requires, the terms �Coca-Cola FEMSA,� �our company,� �we,� �us� and �our� are used in this
annual report to refer to Coca-Cola FEMSA, S.A.B. de C.V. and its subsidiaries on a consolidated basis.

     References herein to �U.S. dollars,� �US$,� �dollars� or �$� are to the lawful currency of the United States of America.
References herein to �Mexican pesos� or �Ps.� are to the lawful currency of Mexico.

     �Sparkling beverages� as used in this annual report refers to beverages previously referred to as carbonated soft
drinks. �Still beverages� refers to beverages previously referred to as non-carbonated beverages. Non-flavored waters,
whether or not carbonated, are referred to as �waters.�

Currency Translations and Estimates

     This annual report contains translations of certain Mexican peso amounts into U.S. dollars at specified rates solely
for the convenience of the reader. These translations should not be construed as representations that the Mexican 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 Mexican pesos at an exchange rate of
Ps. 10.9169 to US$ 1.00, the noon buying rate for Mexican pesos on December 31, 2007 as published by the Federal
Reserve Bank of New York. On June 24, 2008, this exchange rate was Ps. 10.2925 to US$ 1.00. See �Item 3. Key
Information�Exchange Rate Information� for information regarding exchange rates since January 1, 2003.

     To the extent estimates are contained in this annual report, we believe that such estimates, which are based on
internal data, are reliable. Amounts in this annual report are rounded, and the totals may therefore not precisely equal
the sum of the numbers presented.

Sources

     Certain information contained in this annual report has been computed based upon statistics prepared by the
Instituto Nacional de Estadística, Geografía e Informática of Mexico (the National Institute of Statistics, Geography
and Information), the Federal Reserve Bank of New York, the Banco de México (the Central Bank of Mexico), the
Comisión Nacional Bancaria y de Valores of Mexico (the National Banking and Securities Commission or the
CNBV), local entities in each country and upon our estimates.

Forward-Looking Information

     This annual report contains words such as �believe,� �expect,� �anticipate� and similar expressions that identify
forward-looking statements. Use of these words reflects our views about future events and financial performance.
Actual results could differ materially from those projected in these 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 The Coca-Cola Company, movements in the prices of raw materials, competition, significant
developments in economic or political conditions in Latin America, particularly in Mexico, or changes in 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 respective dates, and we undertake no obligation to
update or revise any of them, whether as a result of new information, future events or otherwise.

1
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Item 1. Not Applicable

Item 2. Not Applicable

Item 3. Key Information

Selected Consolidated Financial Data

     This annual report includes (under Item 18) our audited consolidated balance sheets as of December 31, 2007 and
2006 and the related consolidated statements of income, changes in stockholders� equity and changes in financial
position for the years ended December 31, 2007, 2006 and 2005. Our consolidated financial statements are prepared in
accordance with Mexican Financial Reporting Standards, which we sometimes refer to as Mexican FRS. Mexican
Financial Reporting Standards differ in certain significant respects from generally accepted accounting principles in
the United States, or U.S. GAAP. Notes 26 and 27 to our consolidated financial statements provide a description of
the principal differences between Mexican Financial Reporting Standards and U.S. GAAP as they relate to us,
together with a reconciliation to U.S. GAAP of net income and stockholders� equity.

     Pursuant to Mexican Financial Reporting Standards, in our consolidated financial statements and the selected
financial information set forth below:

Nonmonetary assets (including property, plant and equipment of local origin) and stockholders� equity are
restated for inflation based on the local consumer price index. Property, plant and equipment of foreign origin
are restated based on the exchange rate and inflation in the country of origin and converted into Mexican
pesos using the prevailing exchange rate at the balance sheet date.

• 

Gains and losses in purchasing power from holding monetary liabilities or assets are recognized in income.• 

All financial statements are restated in constant Mexican pesos at December 31, 2007.• 

The effects of inflation accounting under Mexican Financial Reporting Standards have not been reversed in
the reconciliation to U.S. GAAP of net income and stockholders� equity. See Notes 26 and 27 to our
consolidated financial statements.

• 

     Our non-Mexican subsidiaries maintain their accounting records in the currency and in accordance with accounting
principles generally accepted in the country where they are located. For presentation in our consolidated financial
statements, we adjust these accounting records into Mexican Financial Reporting Standards, apply the inflation factors
of the local country to restate to the purchasing power of the local currency at the end of the most recent period for
which financial results are being reported, and translate the resulting amounts into Mexican pesos using the exchange
rate at the end of the most recent period.

     Until December 31 2007, we applied inflationary accounting for all of our operations. Beginning January 1, 2008,
as a result of changes in Mexican Financial Reporting Standards, we discontinued inflation accounting for our
subsidiaries in Mexico, Guatemala, Panama, Colombia and Brazil. For the rest of our subsidiaries in Argentina,
Venezuela, Costa Rica and Nicaragua, we will continue applying inflationary accounting. The information presented
in this annual report presents figures for 2007 that have been restated in Mexican pesos with purchasing power at
December 31, 2007, taking into account local inflation of each country and converted from local currency to Mexican
pesos using the official exchange rate at the end of the period published by the local central bank of each country.

2
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     The following table presents selected financial information of our company. This information should be read in
conjunction with, and is qualified in its entirety by reference to, our consolidated financial statements, including the
notes thereto. 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.

Year Ended December 31,

2007(1) 2007 2006 2005 2004 2003(2)

(in millions of U.S. dollars or in millions of constant Mexican pesos
at December 31, 2007, except per share data)

Income Statement Data:
Mexican FRS
Net sales $   6,318 Ps.   68,969 Ps.   63,820 Ps.   59,181 Ps.   56,095 Ps.   44,752 
Total revenues 6,344 69,251 64,046 59,642 56,525 45,242 
Cost of sales 3,287 35,881 33,745 30,558 29,072 22,912 
Gross profit 3,057 33,370 30,301 29,084 27,453 22,330 
Operating expenses 2,008 21,923 20,050 19,111 18,349 14,140 
Income from operations 1,049 11,447 10,251 9,973 9,104 8,190 
Net income for the year 651 7,103 5,497 5,022 6,460 2,932 
Majority net income 633 6,908 5,292 4,895 6,429 2,911 
Minority net income 18 195 205 127 31 21 
Basic and diluted, net income per
share (4) 0.34 3.66 2.76 2.60 3.98 1.59 
U.S. GAAP
Net sales $   6,318 Ps.   68,969 Ps.   59,702 Ps.   53,809 Ps.   50,847 Ps.   40,705 
Total revenues 6,332 69,131 59,940 54,196 51,206 41,121 
Income from operations(3) 984 10,741 8,749 8,720 8,132 7,624 
Net income for the year 620 6,765 5,104 4,809 6,397 2,697 
Basic and diluted net income per
share (4) 0.34 3.66 2.76 2.60 3.98 1.59 

Balance Sheet Data:
Mexican FRS
Total assets $   7,986 Ps.   87,178 Ps.   80,427 Ps.   76,214 Ps.   77,214 Ps.   75,886 
Short-term debt 441 4,814 3,419 4,988 3,761 3,937 
Long-term debt 1,292 14,102 16,799 16,952 24,343 30,831 
Capital stock 285 3,116 3,116 3,116 3,116 3,116 
Majority stockholders� equity 4,501 49,140 42,980 38,030 34,457 28,281 
Total stockholders� equity 4,651 50,781 44,455 39,329 35,510 28,479 
U.S. GAAP
Total assets $   8,114 Ps.   88,582 Ps.   78,554 Ps.   73,174 Ps.   75,776 Ps.   74,007 
Short-term debt 441 4,814 3,289 4,780 3,650 3,494 
Long-term debt 1,292 14,102 16,789 16,921 24,227 30,630 
Capital stock 285 3,116 3,116 3,116 3,116 3,116 
Total stockholders� equity 4,531 49,472 41,770 36,439 32,652 25,314 

Other Data:
Mexican FRS
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Depreciation(5) $   151 Ps.   1,645 Ps.   1,656 Ps.   1,547 Ps.   1,531 Ps.   1,260 
Capital expenditures(6) 337 3,682 2,863 2,516 2,401 2,368 
U.S. GAAP
Depreciation(5)(7) $   163 Ps.   1,776 Ps.   1,514 Ps.   1,332 Ps.   1,142 Ps.   1,622 

_______________
(1)     Translation to U.S. dollar amounts at an exchange rate of Ps.10.9169 to US$ 1.00 solely for the convenience of

the reader.
(2) In May 2003, we acquired Corporación Interamericana de Bebidas, S.A. de C.V., known at the time of

acquisition as Panamerican Beverages, Inc., and which we refer to as Panamco.
(3) We include employee profit sharing as part of income from operations for purposes of U.S. GAAP.
(4) For the year ended December 31, 2003, computed on the basis of 1,704.3 million shares outstanding, the

weighted average shares outstanding during 2003 after giving effect to the capital increase in May 2003 in
connection with the Panamco acquisition. For the year ended December 31, 2004, computed on the basis of
1,846.4 million shares outstanding, the weighted average shares outstanding during 2004 after giving effect to
the rights offering that expired in September 2004. For the years ended December 31, 2007, 2006 and 2005,
computed on the basis of 1,846.5 million shares outstanding.

(5) Excludes estimated breakage of bottles and cases and amortization of other assets. See the consolidated
statements of changes in financial position included in our consolidated financial statements.

(6) Includes investments in property, plant and equipment, bottles and cases and deferred charges, net of the book
value of disposed assets.

(7) Expressed in historical Mexican pesos.
3
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Dividends and Dividend Policy

     The following table sets forth the nominal amount in Mexican pesos of dividends declared and paid per share each
year and the U.S. dollar amounts on a per share basis actually paid to holders of American Depositary Shares, which
we refer to as ADSs, on each of the respective payment dates.

Fiscal Year with
Respect Mexican Pesos

to which Dividend per Share U.S. Dollars per
was Declared Date Dividend Paid (Nominal) Share

2003 May 14, 2004 0.282 0.025 
2004 May 4, 2005 0.336 0.031 
2005 June 15, 2006 0.376 0.033 
2006 May 15, 2007 0.438 0.041 
2007 May 6, 2008 0.512 0.049 

     The declaration, amount and payment of dividends are subject to approval by holders of our Series A Shares and
our Series D Shares voting as a single class, 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 future
dividends.

     Holders of Series L Shares, including in the form of ADSs, are not entitled to vote on the declaration and payments
of dividends.

Exchange Rate Information

     The following tables set forth, for the periods indicated, the high, low, average and period-end noon buying rates of
the Federal Reserve Bank of New York, expressed in Mexican pesos per U.S. dollar. The rates have not been restated
in constant currency units and therefore represent nominal historical figures.

Period Exchange Rate

End of
High Low Average(1) Period

2003 11.41 10.11 10.85 11.24 
2004 11.64 10.81 11.31 11.15 
2005 11.41 10.41 10.87 10.63 
2006 11.46 10.43 10.90 10.80 
2007 11.27 10.67 10.93 10.92 

_______________
(1)     Average month-end rates. 

4
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Exchange Rate

High Low
End of
Period

2006: 
           First Quarter Ps.   10.95 Ps.   10.43 Ps.   10.90 
           Second Quarter 11.46 10.84 11.29 
           Third Quarter 11.18 10.74 10.98 
           Fourth Quarter 11.06 10.71 10.80 

2007: 
           First Quarter Ps.   11.18 Ps.   10.77 Ps.   11.04 
           Second Quarter 11.03 10.71 10.79 
           Third Quarter 11.27 10.73 10.93 
           Fourth Quarter 11.00 10.67 10.92 
           December 10.92 10.80 10.92 

2008: 
           First Quarter Ps.   10.97 Ps.   10.63 Ps.   10.63 
           January 10.97 10.82 10.82 
           February 10.82 10.67 10.73 
           March 10.85 10.63 10.63 
           April 10.60 10.44 10.51 
           May 10.57 10.31 10.33 

     We pay all cash dividends in Mexican pesos. As a result, exchange rate fluctuations will affect the U.S. dollar
amounts received by holders of our ADSs, which represent ten Series L Shares, on conversion by the depositary for
our ADSs of cash dividends on the shares represented by such ADSs. In addition, fluctuations in the exchange rate
between the Mexican peso and the U.S. dollar would affect the market price of our ADSs. The exchange rate of the
Mexican peso against the U.S. dollar has been relatively stable for the past three years.

5
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RISK FACTORS

Risks Related to Our Company

Our business depends on our relationship with The Coca-Cola Company, and changes in this relationship may
adversely affect our results of operations and financial position.

     Approximately 95% of our sales volume in 2007 was derived from sales of Coca-Cola trademark beverages. In
each of our territories, we produce, market and distribute Coca-Cola trademark beverages through standard bottler
agreements. Through its rights under the bottler agreements and as a large shareholder, The Coca-Cola Company has
the ability to exercise substantial influence over the conduct of our business.

     Under our bottler agreements, The Coca-Cola Company may unilaterally set the price for its concentrate. In 2005,
The Coca-Cola Company decided to gradually increase concentrate prices for sparkling beverages over a three year
period in Mexico beginning in 2007 and in Brazil beginning in 2006. We prepare a three-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 rights to produce, market and distribute sparkling beverages
in territories with respect to which such approval is withheld. The Coca-Cola Company also makes significant
contributions to our marketing expenses although it is not required to contribute a particular amount. In addition, we
are prohibited from bottling any sparkling beverage product or distributing other beverages without The Coca-Cola
Company�s authorization or consent. We may not transfer control of the bottler rights of any of our territories without
the consent of The Coca-Cola Company.

     We depend on The Coca-Cola Company to renew our bottler agreements. Our bottler agreements for Mexico
expire in 2013 and 2015, renewable in each case for ten-year terms. Our bottler agreement for Argentina expires in
2014. Our bottler agreements for Guatemala, Costa Rica, Nicaragua, Panama (other beverages), Colombia and
Venezuela expire on September 30, 2008. Our bottler agreement for Coca-Cola trademark beverages for Panama has
an indefinite term but may be terminated with six months prior written notice by either party. Our bottler agreement
for Brazil expired in December 2004. We are currently in the process of negotiating renewals of our agreements on
similar terms and conditions as the rest of the countries, and we and The Coca-Cola Company are operating under the
terms of the existing agreements. See �Item 4. Information on the Company�Bottler Agreements.� There can be no
assurances that The Coca-Cola Company will decide to renew any of these agreements. In addition, these agreements
generally may be terminated in the case of material breach. Termination would prevent us from selling Coca-Cola
trademark beverages in the affected territory and would have an adverse effect on our business, financial condition,
prospects and results of operations.

The Coca-Cola Company and FEMSA have substantial influence on the conduct of our business, which may result
in us taking actions contrary to the interest of our remaining shareholders.

     The Coca-Cola Company and Fomento Económico Mexicano, S.A.B. de C.V., which we refer to as FEMSA, have
significant influence on the conduct of our business. The Coca-Cola Company indirectly owns 31.6% of our
outstanding capital stock, representing 37.0% of our capital stock with full voting rights. The Coca-Cola Company is
entitled to appoint four of our 18 directors and certain of our executive officers and, except under limited
circumstances, has the power to veto all actions requiring approval by our board of directors. FEMSA indirectly owns
53.7% of our outstanding capital stock, representing 63.0% of our capital stock with full voting rights. FEMSA is
entitled to appoint 11 of our 18 directors and certain of our executive officers. The Coca-Cola Company and FEMSA
together, or FEMSA 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 FEMSA 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
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shareholders. See �Item 7. Major Shareholders and Related Party Transactions�Major Shareholders�The Shareholders
Agreement.� The interests of The Coca-Cola Company and FEMSA may be different from the interests of our
remaining shareholders, which may result in us taking actions contrary to the interest of our remaining shareholders.

6

Edgar Filing: COCA COLA FEMSA SAB DE CV - Form 20-F

13



Table of Contents

We have significant transactions with affiliates, particularly The Coca-Cola Company and FEMSA, which may
create potential conflicts of interest and could result in less favorable terms to us.

     We engage in transactions with subsidiaries of both The Coca-Cola Company and FEMSA. Our transactions with
FEMSA include supply agreements under which we purchase certain supplies and equipment, a service agreement
under which a FEMSA subsidiary transports finished products from our production facilities to distribution facilities
in Mexico, sales of finished products to a Mexican convenience store chain owned by FEMSA, sales and distribution
agreements with Cervejarias Kaiser Brasil, or Cervejarias Kaiser, a Brazilian brewer, owned by FEMSA and a service
agreement under which a FEMSA subsidiary provides administrative services to our company. In addition, we have
entered into cooperative marketing arrangements with The Coca-Cola Company and FEMSA. We are a party to a
number of bottler agreements with The Coca-Cola Company. In November 2007, we purchased jointly with The
Coca-Cola Company the outstanding shares of Jugos del Valle, S.A.B. de C.V., a Mexican juice and beverage
producer with operations in Mexico, Brazil and the United States. See �Item 4. Information on the Company�Jugos del
Valle Acquisition.� Transactions with affiliates may create the potential for conflicts of interest, which could result in
terms less favorable to us than could be obtained from an unaffiliated third party.

Competition could adversely affect our financial performance.

     The beverage industry throughout Latin America is highly competitive. We face competition from other bottlers of
sparkling beverages such as Pepsi products, and from producers of low cost beverages or �B brands.� We also compete
against beverages other than sparkling beverages such as water, fruit juice and sport drinks. Although competitive
conditions are different in each of our territories, we compete principally in terms of price, packaging, consumer sale
promotions, customer service and non-price retail incentives. There can be no assurances that we will be able to avoid
lower pricing as a result of competitive pressure. Lower pricing, changes made in response to competition and
changes in consumer preferences may have an adverse effect on our financial performance.

     Our principal competitor in Mexico is The Pepsi Bottling Group, or PBG. PBG is the largest bottler of Pepsi
products worldwide and competes with Coca-Cola trademark beverages. We have also experienced stronger
competition in Mexico from lower priced sparkling beverages in larger, multiple serving packaging. In Argentina and
Brazil, we compete with Companhia de Bebidas das Américas, commonly referred to as Ambev, the largest brewer in
Latin America and a subsidiary of InBev S.A., which sells Pepsi products in addition to a portfolio that includes local
brands with flavors such as guaraná and proprietary beers. In each of our territories we compete with Pepsi bottlers
and with various other bottlers and distributors of nationally and regionally advertised sparkling beverages.

Changes in consumer preference could reduce demand for some of our products.

     The non-alcoholic beverage industry is rapidly evolving as a result of, among other things, changes in consumer
preferences. Specifically, consumers are becoming increasingly more aware of and concerned about environmental
and health issues. Concerns over the environmental impact of plastic may reduce the consumption of our products
sold in plastic bottles or result in additional taxes that would adversely affect consumer demand. In addition,
researchers, health advocates and dietary guidelines are encouraging consumers to reduce their consumption of certain
types of beverages sweetened with sugar and high fructose corn syrup, which could reduce demand for certain of our
products. A reduction in consumer demand would adversely affect our results of operations.

A water shortage or a failure to maintain existing concessions could adversely affect our business.

     Water is an essential component of sparkling beverages. We obtain water from various sources in our territories,
including springs, wells, rivers and municipal water companies. In Mexico, we purchase water from municipal water
companies and pump water from our own wells pursuant to concessions granted by the Mexican government. We
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obtain the vast majority of the water used in our sparkling beverage production in Mexico pursuant to these
concessions, which the Mexican government granted based on studies of the existing and projected groundwater
supply. Our existing water concessions in Mexico may be terminated by governmental authorities under certain
circumstances and their renewal depends on receiving necessary authorizations from municipal and/or federal water
authorities. See �Item 4. Information on the Company�Regulation�Water Supply Law.� In our other territories, our
existing water supply may not be sufficient to meet our future production needs and the available water supply may be
adversely affected by shortages or changes in governmental regulations.
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     We cannot assure you that water will be available in sufficient quantities to meet our future production needs or
will prove sufficient to meet our water supply needs.

Increases in the prices of raw materials would increase our cost of sales and may adversely affect our results of
operations.

     Our most significant raw materials are concentrate, which we acquire from companies designated by The
Coca-Cola Company, packaging materials and sweeteners. Prices for concentrate are determined by The Coca-Cola
Company pursuant to our bottler agreements as a percentage of the weighted average retail price in local currency, net
of applicable taxes. In 2005, The Coca-Cola Company decided to gradually increase concentrate prices for sparkling
beverages over a three year period in Mexico beginning in 2007 and in Brazil beginning in 2006. The prices for our
remaining raw materials are driven by market prices and local availability as well as the imposition of import duties
and import restrictions and fluctuations in exchange rates. We are also required to meet all of our supply needs from
suppliers approved by The Coca-Cola Company, which may limit the number of suppliers available to us. Our sales
prices are denominated in the local currency in which we operate, while the prices of certain materials used in the
bottling of our products, mainly resin, ingots to make plastic bottles, finished plastic bottles and aluminum cans, are
paid in or determined with reference to the U.S. dollar, and therefore may increase if the U.S. dollar appreciates
against the currency of any country in which we operate, particularly against the Mexican peso. See �Item 4.
Information on the Company�The Company�Raw Materials.�

     Our most significant packaging raw material costs arise from the purchase of resin and plastic ingots to make
plastic bottles and from the purchase of finished plastic bottles, the prices of which are tied to crude oil prices and
global resin supply. The average prices that we paid for resin and plastic ingots in U.S. dollars in 2007 remained
relatively flat, although prices may increase in future periods. Sugar prices in all of the countries in which we operate
other than Brazil are subject to local regulations and other barriers to market entry that cause us to pay in excess of
international market prices for sugar. In 2007, sweetener prices slightly increased in all of the countries in which we
operate other than Mexico, where sweetener prices rose significantly, and in Brazil and Colombia, where sweetener
prices were significantly lower than in 2006. In Venezuela, we have experienced sugar shortages that have adversely
affected our operations. These shortages were due to insufficient domestic production to meet demand and current
restrictions on sugar imports.

     We cannot assure you that our raw material prices will not further increase in the future. Increases in the prices of
raw materials would increase our cost of sales and adversely affect our results of operations.

Taxes on sparkling beverages could adversely affect our business.

     Our products are subject to excise and value-added taxes in many of the countries in which we operate. The
imposition of new taxes or increases in taxes on our products may have a material adverse effect on our business,
financial condition, prospects and results of operations. In 2003, Mexico implemented a 20% excise tax on sparkling
beverages produced with non-sugar sweetener but this tax was removed beginning in 2007. Certain countries in
Central America, Argentina and Brazil impose taxes on sparkling beverages. See �Item 4. Information on the
Company�Regulation�Taxation of Sparkling Beverages.� We cannot assure you that any governmental authority in any
country where we operate will not impose or increase taxes on our products in the future.

Regulatory developments may adversely affect our business.

     We are subject to regulation in each of the territories in which we operate. The principal areas in which we are
subject to regulation are environment, labor, taxation, health and antitrust. The adoption of new laws or regulations in
the countries in which we operate may increase our operating costs or impose restrictions on our operations which, in
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turn, may adversely affect our financial condition, business and results of operations. In particular, environmental
standards are becoming more stringent in several of the countries in which we operate, and we are in the process of
complying with these new standards. Further changes in current regulations may result in an increase in compliance
costs, which may have an adverse effect on our future results of operations or financial condition.
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     Voluntary price restraints or statutory price controls have been imposed historically in several of the countries in
which we operate. The imposition of these restrictions in the future may have an adverse effect on our results of
operations and financial position. Although Mexican bottlers have been free to set prices for sparkling beverages
without governmental intervention since January 1996, such prices had been subject to statutory price controls and to
voluntary price restraints, which effectively limited our ability to increase prices in the Mexican market without
governmental consent. See �Item 4. Information on the Company�Regulation�Price Controls.� We cannot assure that
governmental authorities in any country where we operate will not impose statutory price controls or voluntary price
restraints in the future.

     Our operations have from time to time been subject to investigations and proceedings by antitrust authorities and
litigation relating to alleged anticompetitive practices. We cannot assure you that these investigations and proceedings
will not have an adverse effect on our results of operations or financial condition.

Risks Related to the Series L Shares and the ADSs

Holders of our Series L Shares have limited voting rights.

     Holders of our Series L Shares are entitled to vote only in certain circumstances. They generally may elect three of
our 18 directors and are only entitled to vote on specific matters, including certain changes in our corporate form,
mergers involving our company when the principal corporate purpose of the merged entity is not related to the
corporate purpose of our company, the cancellation of the registration of our shares and those matters that expressly
require approval under the new Mexican Securities Market Law, which we refer to as the Mexican Securities Law. As
a result, Series L shareholders will not be able to influence our business or operations. See �Item 7. Major Shareholders
and Related Party Transactions�Major Shareholders� and �Item 10. Additional Information�Bylaws�Voting Rights,
Transfer Restrictions and Certain Minority Rights.�

Holders of ADSs may not be able to vote at our shareholder meetings.

     Our shares are traded on the New York Stock Exchange in the form of ADSs. Holders of our shares in the form of
ADSs may not receive notice of shareholders meetings from our ADS depositary in sufficient time to enable such
holders to return voting instructions to the ADS depositary in a timely manner.

The protections afforded to minority shareholders in Mexico are different from those afforded to minority
shareholders in the United States.

     Under Mexican law, the protections afforded to minority shareholders are different from, and may be less than,
those afforded to minority shareholders in the United States. Mexican laws do not provide a remedy for shareholders
relating to violations of fiduciary duties, there is no procedure for class actions as such actions are conducted in the
United States and there are different procedural requirements for bringing shareholder lawsuits for the benefit of
companies. Therefore, it may be more difficult for minority shareholders to enforce their rights against us, our
directors or our controlling shareholders than it would be for minority shareholders of a United States company.

Investors may experience difficulties in enforcing 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, all or a substantial portion of our assets and their respective assets are located
outside the United States. As a result, it may be difficult for investors to 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
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original actions or in actions to enforce judgments of U.S. courts, of liabilities based solely on the U.S. federal
securities laws.
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Developments in other countries may adversely affect the market for our securities.

     The market value of securities of Mexican companies is, to varying degrees, influenced by economic and securities
market conditions in other emerging market countries. Although economic conditions are different in each country,
investors� reaction to developments in one country can have effects on the securities of issuers in other countries,
including Mexico. We cannot assure you that events elsewhere, especially in emerging markets, will not adversely
affect the market value of our securities.

Holders of Series L Shares in the United States and holders of ADSs may not be able to participate in any future
preemptive rights offering and as a result may be subject to dilution of their equity interests.

     Under applicable Mexican law, if we issue new shares for cash as a part of a capital increase, other than in
connection with a public offering of newly issued shares or treasury stock, we are generally required to grant our
shareholders the right to purchase a sufficient number of shares to maintain their existing ownership percentage.
Rights to purchase shares in these circumstances are known as preemptive rights. We may not legally allow holders of
our shares or ADSs who are located in the United States to exercise any preemptive rights in any future capital
increases unless (1) we file a registration statement with the United States Securities and Exchange Commission, or
SEC, with respect to that future issuance of shares or (2) the offering qualifies for an exemption from the registration
requirements of the U.S. Securities Act of 1933, as amended. At the time of any future capital increase, we will
evaluate the costs and potential liabilities associated with filing a registration statement with the SEC, as well as the
benefits of preemptive rights to holders of our shares in the form of ADSs in the United States and any other factors
that we consider important in determining whether to file a registration statement.

     We may decide not to file a registration statement with the SEC to allow holders of our shares or ADSs who are
located in the United States to participate in a preemptive rights offering. In addition, under current Mexican law, the
sale by the ADS depositary of preemptive rights and the distribution of the proceeds from such sales to the holders of
our shares in the form of ADSs is not possible. As a result, the equity interest of holders of our shares in the form of
ADSs would be diluted proportionately. See �Item 10. Additional Information�Preemptive Rights.�

Risks Related to Mexico and the Other Countries in Which We Operate

Adverse economic conditions in Mexico may adversely affect our financial condition and results of operations.

     We are a Mexican corporation, and our Mexican operations are our single most important geographic segment. For
the year ended December 31, 2007, 47.0% of our total revenues were attributable to Mexico. In the past, Mexico has
experienced both prolonged periods of weak economic conditions and deteriorations in economic conditions that have
had a negative impact on our company. Such conditions may return and such conditions may have a material adverse
effect on our results of operations and financial condition.

     Our business may be significantly affected by the general condition of the Mexican economy, or by the rate of
inflation in Mexico, interest rates in Mexico and exchange rates for the Mexican peso. Decreases in the growth rate of
the Mexican economy, periods of negative growth and/or increases in inflation or interest rates may result in lower
demand for our products, lower real pricing of our products or a shift to lower margin products. Because a large
percentage of our costs and expenses are fixed, we may not be able to reduce costs and expenses upon the occurrence
of any of these events, and our profit margins may suffer as a result. In addition, an increase in interest rates in Mexico
would increase the cost to us of variable rate, Mexican peso-denominated funding, which constituted approximately
48.5% of our total debt as of December 31, 2007, and have an adverse effect on our financial position and results of
operations.
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Depreciation of the Mexican peso relative to the U.S. dollar could adversely affect our financial condition and
results of operations.

     A depreciation of the Mexican peso relative to the U.S. dollar would increase the cost to us of a portion of the raw
materials we acquire, the price of which is paid in or determined with reference to U.S. dollars, and of our debt
obligations denominated in U.S. dollars and thereby may negatively affect our financial position and results of
operations. We generally do not hedge our exposure to the U.S. dollar with respect to the Mexican peso and other
currencies, other than with respect to our U.S. dollar-denominated debt obligations. A severe devaluation or
depreciation of the Mexican peso may also result in disruption of the international foreign exchange markets and may
limit our ability to transfer or to convert Mexican pesos into U.S. dollars and other currencies for the purpose of
making timely payments of interest and principal on our U.S. dollar-denominated indebtedness or obligations in other
currencies. While the Mexican government does not currently restrict, and since 1982 has not restricted, the right or
ability of Mexican or foreign persons or entities to convert Mexican pesos into U.S. dollars or to transfer other
currencies out of Mexico, the Mexican government could institute restrictive exchange rate policies in the future.
Currency fluctuations may have an adverse effect on our financial condition, results of operations and cash flows in
future periods.

Political events in Mexico could adversely affect our operations.

     Mexican political events may significantly affect our operations. Presidential elections in Mexico occur every six
years, and the most recent election occurred in July 2006. Elections in both houses of the Mexican Congress also
occurred in July 2006, and although the Partido Acción Nacional won a plurality of the seats in the Mexican Congress
in the election, no party succeeded in securing a majority in either chamber of the Mexican Congress. The absence of
a clear majority by a single party is likely to continue at least until the next congressional election in 2009. This
situation may result in government gridlock and political uncertainty. We cannot provide any assurances that political
developments in Mexico, over which we have no control, will not have an adverse effect on our business, financial
condition or results of operations.

Economic and political conditions in the other Latin American countries in which we operate may increasingly
adversely affect our business.

     In addition to Mexico, we conduct operations in Brazil, Colombia, Venezuela, Argentina, Guatemala, Nicaragua,
Costa Rica and Panama. Product sales and income from operations from our combined non-Mexican operations
increased as a percentage of our consolidated product sales and operating income from 42.7% and 27.2%,
respectively, in 2004 to 53.0% and 42.6%, respectively, in 2007. We expect this trend to continue in future periods.
As a result, our future results will be increasingly affected by the economic and political conditions in the countries,
other than Mexico, where we conduct operations.

     Consumer demand, preferences, real prices and the costs of raw materials are heavily influenced by
macroeconomic and political conditions in the other countries in which we operate. These conditions vary by country
and may not be correlated to conditions in our Mexican operations. In particular, Brazil and Colombia have benefited
from high growth rates and relative economic stability in recent periods, although these countries have a history of
economic volatility and political instability. In Venezuela, we face exchange rate risk as well as work stoppages and
potential scarcity of raw materials. We have also experienced short-term disruptions in our business in Venezuela over
the past few years. Deterioration in economic and political conditions in any of these countries would have an adverse
effect on our financial position and results of operations.

     Devaluation of the local currencies in countries other than Mexico against the U.S. dollar may increase our
operating costs in these countries, and depreciation of the local currencies in these countries against the Mexican peso
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may negatively affect the results of operations for these countries as reported in our financial statements. In recent
years, the Mexican peso has been relatively stable against the U.S. dollar, while currencies of other countries,
specifically the Brazilian real and the Colombian peso, have appreciated relative to the U.S. dollar and the Mexican
peso. We have also operated under exchange controls in Venezuela since 2003 that affect our ability to remit
dividends abroad or make payments other than in local currencies. Future currency devaluation or the imposition of
exchange controls in any of these countries would have an adverse effect on our financial position and results of
operations.
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Item 4. Information on the Company

THE COMPANY

Overview

     We are the largest bottler of Coca-Cola trademark beverages in Latin America, and the second largest in the world,
calculated in each case by sales volume in 2007. We operate in the following territories:

Mexico � a substantial portion of central Mexico (including Mexico City) and southeast Mexico (including the
Gulf region).

• 

Central America � Guatemala (Guatemala City and surrounding areas), Nicaragua (nationwide), Costa Rica
(nationwide) and Panama (nationwide).

• 

Colombia � most of the country.• 

Venezuela � nationwide.• 

Argentina � Buenos Aires and surrounding areas.• 

Brazil � the area of greater São Paulo, Campinas, Santos, the state of Mato Grosso do Sul and part of the state
of Goiás.

• 

     Our company was organized on October 30, 1991 as a sociedad anónima de capital variable (a variable capital
stock corporation) under the laws of Mexico with a duration of 99 years. On December 5, 2006, in response to
amendments to the Mexican Securities Law, we became a sociedad anónima bursátil de capital variable (a variable
capital listed stock corporation). Our principal executive offices are located at Guillermo González Camarena No. 600,
Col. Centro de Ciudad Santa Fé, Delegación Álvaro Obregón, México, D.F., 01210, México. Our telephone number at
this location is (52-55) 5081-5100. Our website is www.coca-colafemsa.com.

     The following is an overview of our operations by segment in 2007:

Operations by Segment�Overview
Year Ended December 31, 2007(1)

Percentage of
Total Percentage of Income from Income from

Revenues
Total

Revenues Operations Operations

Mexico Ps.    32,550 47.0 Ps.    6,569 57.4 
Central America 4,808 7.0 715 6.2 
Colombia 6,933 10.0 1,242 10.9 
Venezuela 9,785 14.1 572 5.0 
Argentina 4,034 5.8 492 4.3 
Brazil 11,141 16.1 1,857 16.2 

_______________
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(1)     Expressed in millions of Mexican pesos, except for percentages. 
Corporate History

     We are a subsidiary of FEMSA, which also owns both the second largest brewer and the largest convenience store
chain in Mexico.

     In 1979, a subsidiary of FEMSA acquired certain sparkling beverage bottlers that are now a part of our company.
At that time, the acquired bottlers had 13 Mexican distribution centers operating 701 distribution routes, and their
production capacity was 83 million physical cases. In 1991, FEMSA transferred its ownership in the bottlers to
FEMSA Refrescos, S.A. de C.V., the corporate predecessor to Coca-Cola FEMSA, S.A.B. de C.V.
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     In June 1993, a subsidiary of The Coca-Cola Company subscribed for 30% of our capital stock in the form of
Series D Shares for US$ 195 million. In September 1993, FEMSA sold Series L Shares that represented 19% of our
capital stock to the public, and we listed these shares on the Mexican Stock Exchange and, in the form of ADSs, on
the New York Stock Exchange. In a series of transactions between 1994 and 1997, we acquired territories in
Argentina and additional territories in southern Mexico.

     In May 2003, we acquired Panamco and began producing and distributing Coca-Cola trademark beverages in
additional territories in the central and the gulf regions of Mexico and in Central America (Guatemala, Nicaragua,
Costa Rica and Panama), Colombia, Venezuela and Brazil, along with bottled water, beer and other beverages in some
of these territories. As a result of the acquisition, the interest of The Coca-Cola Company in the capital stock of our
company increased from 30% to 39.6% .

     During August 2004, we conducted a rights offering to allow existing holders of our Series L Shares and ADSs to
acquire newly-issued Series L Shares in the form of Series L Shares and ADSs, respectively, at the same price per
share at which FEMSA and The Coca-Cola Company subscribed in connection with the Panamco acquisition. On
March 8, 2006, our shareholders approved the non-cancellation of the 98,684,857 Series L Shares (equivalent to
approximately 9.87 million ADSs, or over one-third of the outstanding Series L Shares) that were not subscribed for
in the rights offering which are available for issuance at an issuance price of no less than US$ 2.216 per share or its
equivalent in Mexican currency.

     On November 3, 2006, FEMSA acquired, through a subsidiary, 148,000,000 of our Series D Shares from certain
subsidiaries of The Coca-Cola Company representing 9.4% of the total outstanding voting shares and 8.0% of the total
outstanding equity of Coca-Cola FEMSA, at a price of US$ 2.888 per share for an aggregate amount of US$ 427.4
million. With this purchase, FEMSA increased its ownership to 53.7% of our capital stock. Pursuant to our bylaws,
the acquired shares were converted from Series D Shares to Series A Shares.

     On November 8, 2007, a Mexican company owned directly or indirectly by us and The Coca-Cola Company,
acquired 100% of the shares of capital stock of Jugos del Valle. See �Item 4. The Company�Jugos del Valle Acquisition.�

     On May 30, 2008, we entered into a purchase agreement with The Coca-Cola Company to acquire its wholly
owned bottling franchise located in the state of Minas Gerais (Refrigerantes Minas Gerais Ltda., or REMIL) in Brazil.

     On December 21, 2007 and on May 30, 2008, we sold to The Coca-Cola Company most of our proprietary brands.
These trademarks are now being licensed to us by The Coca-Cola Company.

     As of March 31, 2008, FEMSA indirectly owned Series A Shares equal to 53.7% of our capital stock (63.0% of our
capital stock with full voting rights), and The Coca-Cola Company indirectly owned Series D Shares equal to 31.6%
of the capital stock of our company (37.0% of our capital stock with full voting rights). Series L Shares with limited
voting rights, which trade on the Mexican Stock Exchange and in the form of ADSs on the New York Stock
Exchange, constitute the remaining 14.7% of our capital stock.

Business Strategy

     We are the largest bottler of Coca-Cola trademark beverages in Latin America in terms of total sales volume in
2007, with operations in Mexico, Guatemala, Nicaragua, Costa Rica, Panama, Colombia, Venezuela, Argentina and
Brazil. While our corporate headquarters are in Mexico City, we have established divisional headquarters in the
following three regions:
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Mexico with headquarters in Mexico City;• 

Latincentro (covering territories in Guatemala, Nicaragua, Costa Rica, Panama, Colombia and Venezuela)
with headquarters in San José, Costa Rica; and

• 

Mercosur (covering territories in Argentina and Brazil) with headquarters in São Paulo, Brazil.• 
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     We seek to provide our shareholders with an attractive return on their investment by increasing our profitability.
The key factors in achieving profitability are increasing our revenues by (1) implementing multi-segmentation
strategies in our major markets to target distinct market clusters divided by competitive intensity and socioeconomic
levels; (2) implementing well-planned product, packaging and pricing strategies through channel distribution; and (3)
achieving operational efficiencies throughout our company. To achieve these goals we continue our efforts in:

working with The Coca-Cola Company to develop a business model to continue exploring new lines of
beverages, extend existing product lines, participate in new beverage segments and effectively advertise and
market our products;

• 

developing and expanding our still beverage portfolio through strategic acquisitions and by entering into joint
ventures with The Coca-Cola Company;

• 

implementing packaging strategies designed to increase consumer demand for our products and to build a
strong returnable base for the Coca-Cola brand selectively;

• 

replicating our best practices throughout the whole value chain;• 

rationalizing and adapting our organizational and asset structure in order to be in a better position to respond
to a changing competitive environment;

• 

strengthening our selling capabilities and go-to-market strategies, including pre-sale, conventional selling and
hybrid routes, in order to get closer to our clients and help them satisfy the beverage needs of consumers;

• 

expanding our bottled water strategy, in conjunction with The Coca-Cola Company through innovation and
selective acquisitions to maximize its profitability across our market territories;

• 

committing to building a multi-cultural collaborative team, from top to bottom; and• 

seeking to expand our geographical footprint.• 

     We seek to increase per capita consumption of sparkling beverages in the territories in which we operate. To that
end, our marketing teams continuously develop sales strategies tailored to the different characteristics of our various
territories and channels. We continue to develop our product portfolio to better meet market demand and maintain our
overall profitability. To stimulate and respond to consumer demand, we continue to introduce new products and new
presentations. See ��Product and Packaging Mix.� We also seek to increase placement of refrigeration equipment,
including promotional displays, in retail outlets in order to showcase and promote our products. In addition, because
we view our relationship with The Coca-Cola Company as integral to our business strategy, we use market
information systems and strategies developed with The Coca-Cola Company to improve our coordination with the
worldwide marketing efforts of The Coca-Cola Company. See ��Marketing�Channel Marketing.�

     We seek to rationalize our manufacturing and distribution capacity to improve the efficiency of our operations. In
2003 and 2004, as part of the integration process from our acquisition of Panamco, we closed several under-utilized
manufacturing centers and shifted distribution activities to other existing facilities. In 2005, 2006 and 2007, we closed
additional distribution centers. See ��Description of Property, Plant and Equipment.� In each of our facilities, we seek to
increase productivity in our facilities through infrastructure and process reengineering for improved asset utilization.
Our capital expenditure program includes investments in production and distribution facilities, bottles, cases, coolers
and information systems. We believe that this program will allow us to maintain our capacity and flexibility to
innovate and to respond to consumer demand for non-alcoholic beverages.
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     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
with managerial experience. To build upon these skills, we also offer management training programs designed to
enhance our executives� abilities and exchange experiences, know-how and talent among an increasing number of
multinational executives from our new and existing territories.

Our Markets

     The following map shows the locations of our territories, giving estimates in each case of the population to which
we offer products, the number of retailers of our sparkling beverages and the per capita consumption of our sparkling
beverages:

     Per capita consumption data for a territory is determined by dividing sparkling beverage sales volume within the
territory (in bottles, cans, and fountain containers) by the estimated population within such territory, and is expressed
on the basis of the number of eight-ounce servings of our products consumed annually per capita. In evaluating the
development of local volume sales in our territories, we and The Coca-Cola Company measure, among other factors,
the per capita consumption of our sparkling beverages.
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Our Products

     We produce, market and distribute Coca-Cola trademark beverages, proprietary brands and brands licensed from
third parties. The Coca-Cola trademark beverages include colas, flavored sparkling beverages, water and still
beverages in other categories such as juice drinks and isotonics. On December 21, 2007 and on May 30, 2008, we sold
most of our proprietary brands to The Coca-Cola Company. The following table sets forth our main brands as of
March 31, 2008:

Central
Colas: Mexico America Colombia Venezuela Brazil Argentina

Coca-Cola

Coca-Cola light

Coca-Cola Zero

Flavored sparkling Central
beverages: Mexico America Colombia Venezuela Brazil Argentina

Aquarius Fresh

Chinotto

Crush

Fanta

Fresca

Frescolita

Hit

Kuat

Lift

Mundet(1)
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