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FIRST QUARTER  

2009 RESULTS 

 
 Net sales increased 27.2% while sales volume rose 26.9% in 1Q09. 

 Operating income (before non-recurring expenses) rose 2.1% in 1Q09. 

 EBITDA increased 7.6% in 1Q09. 

First Quarter 2009 (1Q09) Highlights: 

 Total sales volume* increased 26.9% to 133.1 MUC. 

 Net sales reached Ps. 5,324.4 million, up 27.2% when compared to 1Q08. 

 Operating income (before non-recurring expenses) rose 2.1% to Ps. 755.6 million, representing 

an operating margin of 14.2%. 

 EBITDA** reached Ps. 1,022.5 million, 7.6% higher than 1Q08. 

 Net income declined 12.7% to Ps. 464.5 million, or Ps. 0.58 per share in 1Q09. 

 

 

 

 

 

 

 

 

* Total sales volume includes soft drinks and single serve water. It does not include jug water.   

**Operating Profit + Depreciation + Amortization 
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Monterrey, Mexico, April 30, 2009 ð Embotelladoras Arca, S.A.B. de C.V. (òArcaó or òthe Companyó) 

(BMV: ARCA), the second-largest Coca-Cola bottler in Mexico and Latin America, announced today its 

unaudited results for the first quarter ended March 31, 2009.  

Comments from the Chief Executive Officer: 

Mr. Francisco Garza Egloff, Arcaõs Chief Executive Officer, stated, òAfter three months of having fully 

incorporated the operations of the two Argentine bottlers acquired in 2008, we can affirm that weõve 

achieved outstanding results, which speak to the commitment and professionalism of our team to 

capitalize on the tremendous potential that these territories represent for Arca.  Similarly, in the Mexico 

Beverage Division we have intensified our efforts in order to maintain our competitive position within a 

challenging environment through greater operating efficiency and selective price adjustments.ó 

Lastly, he commented, òWe remain clearly focused on seeking new, profitable growth alternatives, via 

excellent service and an ample product portfolio that makes us a complete beverage company, while 

searching for opportunities in our complementary businesses such as Bokados, which continued making 

significant progress during the first quarter of the year.ó  

 

OPERATING RESULTS 

 

 

 

Sales volume of soft drinks and single-serve water increased 26.9% in 1Q09 when compared to 1Q08, 

reaching a total of 133.1 MUC.  This increase was due to the incorporation of volumes from the two 

bottlers acquired in Northern Argentina in 2008.  During 1Q09, both franchises reported sales volume of 

31.4 MUC. On the other hand, the Mexico Beverage Division registered a 3% decrease when compared 

to last year.  

Table 2. SALES BY SEGMENT (in '000 unit cases) 

 Quarter 
 1Q09 1Q08 Var. % 

Colas 86,223 69,427 24.2% 

Diet Soft Drinks 8,511 7,671 10.9% 

Flavors* 29,502 22,444 31.4% 

Purified Water** 5,288 3,414 54.9% 

Other*** 3,606 1,970 83.0% 

TOTAL 133.130 104,927 26.9% 

Jugs (1) 3,540 3,755 -5.7% 

*    Includes mineral water, third party sales and exports of Topo Chico products. 
**  Does not include jug water presentations. 
*** Includes sports drinks, juices, milks and teas. 
(1) In thousand of Jugs 
 

During 1Q09 the colas segment grew 24.2% (Mexico -3.4%), reaching 86.2 MUC, while diet soft drinks 

increased 10.9% (Mexico -3.3%). The flavors segment rose 31.4% (Mexico -12.1%) when compared to 

1Q08. 

Table 1. SALES SUMMARY (in '000 unit cases) 

 Quarter 
 1Q09 1Q08 Var. % 

Total Volume* 133,130 104,927 26.9% 

*  Does not include jug water presentations 
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Topo Chico mineral water registered a 7% decrease during 1Q09, while exports of this product to the 

U.S. rose 25%. Topo Chico Sangria continues posting significant growth with a 23% increase during 

1Q09. 

  

Purified water in single serve formats increased 54.9% during 1Q09 (Mexico 19.3%), due to the success 

of strategies implemented at the point of sale to increase coverage. The Company has also continued 

aggressively placing room temperature product displays at the point of sale.   

 

During 1Q09, volumes within the new categories segment posted growth of 83.0% (Mexico 75.5%) 

versus 1Q08.  This significant increase resulted from the distribution of Jugos del Valle products within 

the traditional channel beginning in March 2008, which has had great acceptance among our clients.    

We recently launched various flavors under the Joya and Fanta brands in order to retrigger sales in this 

segment. Some examples include Joya Tamarind, Apple, Peach, Pineapple and Lemon-Lime, while in 

Fanta we launched Strawberry and Grape flavors, all in various returnable and non-returnable formats. 

 

During 1Q09 Arca initiated the following promotions: 

 The Coca-Cola Light Apartment ð Participants registering the numbers under twist caps of Coca-

Cola Light products receive an e-ticket to enter a sweepstake for a fully-furnished apartment in 

Mexico City.   

 Tapipesos: Twist caps of 2 and 2.5-lt. marked returnable packages receive Ps. 1 towards the 

purchase of Coca-Cola products while 500-ml returnable packages receive 50 cents. 

 

Table 3. SALES BY FORMAT AND SIZE (in '000 unit cases) 
 Quarter 

 1Q09 % of total 1Q08 % of total 

Returnable (R) 45,972 35% 31,724 30% 

Non returnable (NR) 87,158 65% 73,202 70% 

     

Single serve 52,461 40*% 51,561 49% 

Multiple serve 80,669 60% 53,365 51% 

     (*) 49% in Mexico in 1Q09. 

Arcaõs product mix changed due to the incorporation of the Argentine operations.  In Mexico, during 

1Q09 returnable products represented 31% of the total sales mix, slightly above the 30% registered in 

1Q08 which is in-line with the promotions made in more affordable packages according to the economic 

conditions of the country.  Single-serve products in Mexico remained unchanged year-over-year at 49% of 

sales, thereby reflecting the efforts made to promote these higher value products.   

 

In 1Q09, Arca made significant progress in its investments in distribution equipment and coolers in order 

to improve its positioning for the summer months. The Company will double the amount of coolers 

purchased this year in order to increase the space of chilled products among its client locations to add 

new products and packages.   

 

The vending machine business is focusing its efforts on optimizing routes and maximizing sales from 

equipment already in the marketplace with the goal of maintaining its high levels of productivity per 

route and per machine. Furthermore, Arca has enriched its product portfolio in a segmented fashion in 

its more than 24,000 machines in operation.  
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In the snack business, Bokados continues growing significantly as a result of the successful strategies 

aimed at triggering sales in these products, as well as the opening of new branches throughout the 

country, and the continual launching of new products, packaging and presentations to satisfy 

consumers.  To this end, year to date, Arca has opened 2 branches, in Ensenada, and Naucalpan which 

is in central Mexico. Thus, in the last 18 months, Arca has increased its number of branches by 

approximately 50%.  

 

Arcaõs exports of Topo Chico products to the U.S., specifically Texas and California, continued to grow at 

a rate above 20%, driven by the development of new channels such as national accounts and 

convenient stores. Furthermore, the Company continued advancing on the export of Bokados products 

due to the expansion of its presence in supermarkets and convenience stores, the launching of new 

SKUs and a wider distribution in the various cities served. 

 

In terms of the information systems area, the òRoute to Marketó (RTM) initiative was launched.  Its main 

objectives are: to create strategies for each channel with a customized operating approach to each 

segment, to align strategies for each channel with the sales dynamics of the product portfolio, and 

establish service models that balance cost, efficiency and service levels. The pilot program was launched 

in Monterrey, supported by the latest business intelligence applications and portable PCs. These new 

capabilities will not only strengthen the execution of the picture of success at the point of sale, but it will 

also help Arca to maximize the quality of service and the value perceived by each client. 

 

In Argentina, as part of the strategy to standardize and replicate capabilities within the new operations, 

the Company began implementing the Picture of Success program.  This system uses cutting edge hand-

held technology, segments the market into clusters of homogenous groups and monitors execution 

through market audits. This initiative was launched in the cities of Resistencia and Tucuman; during 

2009, Arca plans to roll out this program in the capitals of the 10 provinces it serves. In addition, Arca 

has worked intensively on increasing coverage of key products and installing coolers throughout the 

market. 

 

In Bokados, the implementation of the SAP business information platform at the new plant in Ciudad 

Obregon was completed. This will enable us to optimize production and supply chain processes. 

Furthermore, we finalized the upgrade of our telecommunications network throughout all our domestic 

branches            

 

FINANCIAL ANALYSIS 

INCOME STATEMENT 

Net sales for 1Q09 reached Ps. 5,324.4 million, an increase of 27.2% (3.8% excluding Argentina) 

compared to Ps. 4,187.2 million in 1Q08.  This increase was due to the incorporation of financial results 

from the two Argentine territories acquired in 2008, the first in May and the second in December. With 

regard to the soft drink business in Mexico, the average price per unit case increased 6.0% to Ps. 40.5 in 

1Q09 as a result of selective price adjustments made during 2008; the last one took place in November 

in one-way packages. 

 

Cost of goods sold increased 35.1% (7.6% excluding Argentina) when compared to 1Q08, derived mainly 

from the incorporation of the Argentine operations, as well as the depreciation of the peso vs. the dollar 

which impacted several of our raw materials, mainly plastics. The consolidated gross margin for 1Q09 

reached 45.7% (47.0% excluding Argentina). Cost of goods sold per unit case (excluding Argentina) 

increased 9.4% from Ps. 19.7 in 1Q08 to Ps. 21.6 in 1Q09.  
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Selling and administrative expenses increased 28.4% (5.2% excluding Argentina) from Ps. 1,305.0 

million in 1Q08 to Ps. 1,675.7 million in 1Q09. Specifically, during 1Q09, selling expenses increased 

25.5% (5.4% excluding Argentina), while administrative expenses increased 40.9% (4.1% excluding 

Argentina). 

 

Operating income (excluding non-recurrent expenses) for 1Q09 rose 2.1% (-9.8% excluding Argentina) 

with respect to 1Q08, reaching Ps. 755.6 million with an operating margin of 14.2%. EBITDA increased 

7.6% (-6.3% excluding Argentina) to Ps. 1,022.5 million, representing an EBITDA margin of 19.2% (20.5% 

excluding Argentina). 

 

The integral cost of financing was Ps. 78.6 million in 1Q09 compared to an integral financial income of 

Ps. 18.4 million in 1Q08. The 1Q09 figure includes financial expenses of Ps. 89.6 million derived from a 

higher debt level. 

 

During 1Q09, other income of Ps. 19.4 million was reported mainly related to the application of tax 

incentives in 2008. 

 

Provisions for income tax and employee profit sharing reached Ps. 221.7 million in 1Q09, (effective tax 

rate of 32.3%) compared to Ps. 258.7 million in 1Q08 (effective tax rate of 32.7%). 

 

As a result of the above, Arcaõs net income for 1Q09 decreased 12.7%, reaching Ps. 464.5 million or Ps. 

0.58 per share.   

BALANCE SHEET AND CASH FLOW STATEMENT 

As of March 31, 2009, Arcaõs cash balance was Ps. 1,425.2 million, with financial debt of Ps. 3,248.8 

million, leaving a net debt of cash of Ps. 1,823.6 million. At the end of February, the Company issued Ps. 

1,420 million in bonds with a maturity of 13 months and an interest rate of TIIE + 155 basis points. This 

rate was subsequently fixed at 8.0%. 

 

Investment in fixed assets reached Ps. 465.9 million during 1Q09, mainly allocated towards the 

replacement of transportation equipment, the installation of additional coolers throughout the market, 

plant expansions and the improvement of production lines.  

 

About  Arca 

Arca produces, distributes and sells beverages under The Coca-Cola Company brand. Arca was formed in 

2001 through the merger of three of the oldest bottlers in Mexico making it the second-largest bottler in 

Latin America. The Company, headquartered in Monterrey, serves the northern region of Mexico in the 

states of Tamaulipas, Nuevo Leon, Coahuila, Chihuahua, Sonora, Sinaloa, Baja California and Baja 

California Sur, as well as Northern Argentina. Arca also produces and distributes Bokados brand snack 

foods. 

 

Disclaimer 

This material may contain forward-looking statements regarding Arca and its subsidiaries based on 

managementõs expectations. This information as well as statements regarding future events and 

expectations is subject to risks and uncertainties, as well as factors that could cause the results, 

performance and achievements of the Company to differ at any time. Such factors include changes in 

the general economic, political, governmental and commercial conditions both domestically and globally, 

as well as variations in interest rates, inflation rates, exchange rate volatility, tax rates, the demand for 

and the price of carbonated beverages, water and ice, taxes on and the price of sugar, the prices of raw 

materials used in the production of soft drinks, weather conditions and various others. As a result of 

these risks and factors, actual results could be materially differ from the estimates provided, therefore, 

Arca does not accept responsibility for any variations or for the information provided by official sources.     
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