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Comments on operations for the year 2012 
(Millions of pesos unless otherwise indicated)  

 
Impact of the economic environment on CYDSA  
 
International Economic Environment  
 
During 2012, diverse unfavorable circumstances, occasionally perceived as potentially 
severe financial or economic risks, both in the short and long terms, affected the world’s 
business environment. In the last months of the year, alarms arising from potential 
negative effects in the US economy increased, should the sudden disappearance of 
stimuli to consumption, and the immediate decrease in public spending came together, 
presenting an extraordinary situation known as fiscal cliff.  
 
 
In spite of these circumstances, during the great majority of the year a moderate evolution 
of personal consumption in the US resulted, as well as an important dynamism in private 
investment in machinery, equipment and inventories; making it possible to observe a 2.2% 
growth in the Gross Domestic Product (GDP) in 2012,  a higher rate than the 1.8% 
registered in 2011. 
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The international oil market reported an upward trend during the first quarter, with 
decreases towards the middle of the year, and increases during the last months of 2012. 
Therefore, based on statistics of the US Energy Department, the world’s crude oil prices 
reached an estimated price of US$107.69 per barrel in 2012, a figure 1% lower than the 
comparable amount of US$108.55 per barrel calculated for the prior year, but representing 
the second highest annual average price in history.  
 
In the natural gas prices for North America, prices continued presenting significant 
downward trends during the first half of 2012, influenced by the stability in energy demand 
and the growing supply derived from improved shale rock extraction technology. 
Consequently, natural gas prices in Mexico, established with the South Texas values as a 
reference, registered an average of US$2.69 per million BTU´s in 2012, a figure 30% 
lower than the US$3.86 reported for the previous year. Even with higher figures during the 
second half of the year, the 2012 price represented the lowest average since 1999.   
 
Domestic Economic Environment  
 
To the conditions of uncertainty prevailing in the international economic and financial 
situations during 2012, the Mexican economic environment added several pressures 
related to the political circumstances derived from the presidential electoral atmosphere, a 
process that ended up with the return to Mexico’s presidential power of the “Partido 
Revolucionario Institucional” or PRI (Institutional Revolutionary Party). Therefore, the 
moderate economic growth, particularly that of the industrial sector in the US, limited the 
development of the productive and commercial activities in Mexico. Likewise, the 
occasional periods of volatility observed worldwide, impacted the behavior of the 
exchange and stock markets during 2012. 
 
Even when export sales continued uplifting the economic activities in Mexico, generally a 
moderate dynamism in manufacturing and commercial activities resulted. In the 
agricultural and livestock activities, after long drought periods in 2011 bringing about a 
decrease of 2.6% in the Agricultural Sector, the favorable weather conditions produced a 
recovery of 6.7% in 2012. On the other hand, compared with the 4.0% growth reported for 
the prior year, the Industrial Sector registered an increase of 3.6% in 2012, influenced by 
the behavior of industrial production in the US. The Services Sector grew 4.1% in 2012, 
lower than the 4.8% of the previous period. Given these results, the Mexican Gross 
Domestic Product reported a growth of 3.9% in 2012,  equal to 2011. 
 
The behavior of inflation received a negative influence during most of the year from the 
price increases of services managed by the Public Sector. However, the increments during 
the last months of the year, lower than the comparable ones for 2011, permitted the 
elimination of the upward trend. Therefore, inflation measured through the National 
Consumer Price Index ended in 2012 with an increase  of 3.6% , slightly lower than the 
3.8% reported for the prior year, again within the 4% established as a maximum by the 
Central Bank’s monetary policy.  
 
As mentioned above, the exchange market displayed volatility, influenced by temporary 
uncertainties of domestic and international origins. During the first seven months of 2012, 
the exchange rate of the Mexican peso against the US dollar depreciated constantly, 
reaching levels above 14 pesos per dollar.  
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Afterwards, an appreciation trend appeared and by December, rates reported levels below 
13 pesos. Due to this performance, even when the average exchange rate of 13.16 pesos 
per dollar represents a depreciation of 5.8% when compared with 12.44 of the previous 
year, the exchange rate of 12.97 pesos per dollar at the close of 2012 meant an 
appreciation of 7.0% with respect to the 13.95 pesos at the end of 2011.  
 
Adoption of International Financial Reporting Stand ards 
 
The Mexican Stock Exchange Commission established as a requirement for Public 
Companies traded in the Mexican Stock Exchange the adoption of the International 
Financial Reporting Standards (IFRS) issued by the International Accounting Standards 
Board (IASB), starting in 2012. 
 
2011 financial statements have been adjusted and audited to reflect IFRS norms and 
make them comparable with those of 2012. 
 
Signing of Syndicated Loan  
 
On September 20, 2011, CYDSA informed by means of a Relevant Event announcement, 
that on said date a syndicate of banks led by Citibank, N.A. granted CYDSA, through its 
Chemical Sub-Holding company Valores Quimicos, a five year loan in the amount of 
US$150 million. The first disbursement, transferred at signing, totaled US$135 million, 
with the remaining US$15 million received in December of 2011. 
 
The approval of the loan by the Ordinary General Shareholders Meeting of Cydsa, S.A.B. 
de C.V. occurred on September 9, 2011. 
 
A portion of the funds liquidated the balance of the September 27, 2007 Syndicated Loan, 
with the remaining amount reserved for future Capital Investments covering 
Competitiveness and Growth Projects.  
 
 
Signing of Bilateral Loan  
 
On September 18 of 2012, Valores Quimicos, S.A. de C.V. signed a five year term 
Bilateral Loan in the amount of 50 million dollars with Coöperatieve Centrale Raiffeisen-
Boerenleenbank B.A. "Rabobank Nederland", New York Branch. On November 15, 2012 a 
disbursement of 30 million dollars took place, with the drawdown of the remaining balance 
planned for 2013. 
 
The purpose of the loan can be described as the financing of the Electricity and Steam 
Cogeneration Plant, now being under construction in Coatzacoalcos, Veracruz. 
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Accounting of Financial Derivatives  
 
During 2008, CYDSA executed several Financial Derivatives (FDs). According to Mexican 
Financial Reporting Standards (NIFs), these Instruments must be registered at a Fair 
Market Value affecting either Net Income for the Year if the FDs result speculative in 
nature; or Shareholder’s Equity when the FDs relate directly to the businesses’ operations. 
 
In December of 2008, CYDSA celebrated an Interest Rate Swap Contract. This agreement 
matured on September 27, 2012. 
 
The aforementioned Financial Derivative, seeked to reduce interest rate volatility on the 
Syndicated Loan, signed on September 27, 2007 and maturing in September of 2012. The 
swap contract superseded the loan’s variable three month Libor rate with a fixed rate of 
3.65%. The addition of contractual spreads results in an annual average fixed interest rate 
of 6.25%, before Mexican withholding tax applicable to foreign interest. 
 
As mentioned in the previous section, on September 20, 2011 CYDSA liquidated the 
September 27, 2007 Loan. Due to the fact that the Swap Contract covered the interest 
rate volatility of this Loan, once prepaid, the Swap Contract is automatically considered 
speculative in nature for accounting purposes, since it cannot be tied to the new Loan. 
 
In 2012, the Fair Market Value of the aforementioned Interest rate Swap Contract 
registered a profit of 21.0 million pesos, almost equal to the 20.7 million pesos of financial 
cost derived from said Swap. Both figures have been incorporated to the line-item Net 
Financial Expense in the Income Statement. 
 
At the close of 2012, CYDSA does not have any trans actions related to Financial 
Derivatives. 
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Results 
 

Total Sales  
 
CYDSA’s Net Consolidated Sales  for 2012 reached  5,498 million pesos, an increase 
of 6.4%  from the prior year. 
 
In dollar terms, 2012 Sales totaled an equivalent of US$418 million, up 0.2% from the 
US$417 million of the previous year. The different behavior of Sales in pesos against the 
same figure expressed in dollars derives from the 5.4% depreciation of the Mexican peso 
when comparing the average exchange rate during 2012, against that of 2011. 
 
The following sections related to Domestic and Export Sales contain an explanation of the 
factors contributing to the improvement in Sales.  
 
Domestic Sales  
 
Sales to the domestic market during 2012 reached the sum of 4,894 million pesos, an 
increase of 15.2% compared to those of 2011. Demand reactivation stood as the main 
contributor to the improvement in Sales. 
 
Export Sales  
 
Export Sales for 2012 registered a figure of US$46.3 million, a decrease of 37.8% when 
compared to those of the prior year. This drop derived mainly from a decrease of 55% in 
volume exported of refrigerant gases, compared to 2011. 
 
On the other hand, in 2012 CYDSA commercialized Carbon Certified Emission Reductions 
(CERs) for US$17.0 million, an amount that compares unfavorably against the US$26.0 
million of the previous year. 
 
During 2006, several investments provided CYDSA’s subsidiary Quimobasicos, a 
producer of refrigerant gases, with the capability for capturing and destroying HFC-23 gas, 
a by-product of the HCFC-22 refrigerant gas manufacturing. The new processes complied 
with rules established by the Mexican Ministry for Environment and Natural Resources and 
the United Nations Industrial Development Organization. As a result, in November 2006, 
the Kyoto Protocol authorities started granting Quimobasicos Carbon Certified Emission 
Reductions (CERs), salable in the international carbon bond market. Starting on May 1st, 
2013, this specific type of certificate will be banned in the European market. 
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Sales by Business Segment  
 
The following chart depicts accumulated Sales by Business Segment as of December of 
2011 and 2012. 
 

Total Sales by Business Segment *  

2011 and 2012 
(Millions of pesos)  

 
 
 
 
 
 
 
 
 
 
 
 
 
                                                     Chemical Products              Acrylic                        CYDSA 
                                                                and                              Yarns                     Consolidated 
           Specialties  
 
 
Millions of dollars                         393         398                 24           20                 417        418 
Change 2012 vs. 2011                       ∆ 1.3%                          ∇ 17.8%                       ∆ 0.2% 

 
*  Consolidated figures of Chemical Products and Specialties eliminate inter-company Sales 
 
 
Accumulated Sales of the Chemical Products and Specialties Segment for 2012, reached 
the sum of 5,228 million, an increase of 7.4% when compared to those of the prior year, 
boosted mainly by the volume growth in the great majority of the products marketed by 
this segment. 
 
Total Sales of Acrylic Yarns added up to 270 million pesos during 2012, a decrease of 
9.9% when compared with those of 2011. The Acrylic Yarns business remains negatively 
affected by lower volume in both domestic and international markets. The Mexican Textile 
Industry continued to suffer the adverse effects of increased imported apparel and textiles, 
mostly of Asian-Pacific origin, frequently using unfair or illegal trade practices. 
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Gross Profit and General Expenses  
 
Gross Profit1 for 2012 amounted to 2,118 million pesos, a 7.2% increase from 1,976 
million generated during the previous year. Volume increases in the great majority of the 
products sold with improved profit margins, constituted the main cause of the raise in 
Gross Profit during 2012, compared to the figure reported for 2011. 
 
General Expenses accumulated as of the close of 2012 reached 1,137 million pesos, up 
6.4% when compared with 1,069 million reported for the prior year. Increases in logistics, 
distribution and packaging costs, resulting from a greater commercial activity represented 
an important portion of the increase in General Expenses. 
 
Other Income (Expense), net  
 
Other Income, net reached 17 million pesos during 2012, compared to 7 million of Other 
Expense, net reported in 2011. 
 
Operating Income  
 
Therefore, CYDSA registered an Operating Income (EBIT) of 998 million pesos  for 
2012, a figure that compares with the Operating Income of 900 million obtained during the 
prior year, representing an increase of 10.9%. Operating Income on Sales for 2012 
reached 18.2%, an improvement when compared to the 17.4% observed in 2011. 
 
Operating Cash Flow  
 

Operating Cash Flow (EBITDA) 2 in 2012 reached 1,156 million pesos , an increase of 
9.7% compared to the 1,054 million attained during the previous year.  
 
In equivalent dollar terms, EBITDA for 2012 amounted to an equivalent of US$88 million, 
an improvement of 2.3% versus the US$86 million reported for 2011. 
 
EBITDA as a percentage of Sales reached 21.0% in 2012, a higher value than 20.4% 
reported for the prior year (figures shown in page 14 of this Report). 
 
 

                                                           
1 Gross Profit is defined as Sales less Cost of Sales. 
 
2 Operating Cash Flow or EBITDA equals Income before: Net Financial Income (Expense), Income Tax, 

Depreciation and Amortization. EBITDA amounts to Operating Income plus non-cash items. 
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Financial Income (Expense), net  
 
In 2012, Financial Expense, net (after financial interests and foreign exchange 
fluctuations) amounted to 43 million pesos, compared to a Net Financial Income, of 233 
million pesos registered for the previous year. 
 
A table comparing Financial Expense, net for 2012 with the previous year follows: 
 
 

 2012 2011 Change 

Financial Expense           (187)          (243)      56 
Financial Income 179 380  (201) 
Foreign Exchange Result, Net (35) 96  (131) 
Financial Income (Expense), net (43)   233  (276) 
 
As shown in the previous table, the reduction of 201 million in Financial Income results 
primarily from tax interest reimbursements received during 2011 and applicable to fiscal 
years prior to 2005. 
 
The foreign exchange appreciation of 7.0%, when the exchange rate dropped from 13.95 
pesos per dollar in December 2011 to 12.97 pesos as of the close of December of 2012, 
generated a loss for foreign exchange fluctuation in the amount of 35 million pesos. This 
figure compares with the positive 96 million of the prior year, when an exchange 
depreciation of 12.9% resulted. In both years, CYDSA’s monetary dollar assets exceeded 
foreign currency liabilities. 

 
Income before Income Tax  
 
Income before Income Tax amounted to 955 million pesos during 2012, a figure that 
compares unfavorably with the Income of 1,133 million reported for 2011.  
 
Income Tax  
 
Income Tax for 2012 amounted to 338 million pesos, compared to 519 million reported for 
the prior year. 
 
Net Consolidated Income  
 
In 2012 CYDSA registered a Net Consolidated Income in the amount of 617 million 
(11.2% on Sales), increasing by 3 million or 0.5% when compared to the Net Income of 
614 million (11.9% on Sales) of the previous year. 
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Impact of the 2010 Mexican Fiscal Consolidation Tax  Reform 
 
 
In 2010, a new Income Tax Law raised the Corporate Income Tax rate from 28% to 30%. 
The Reform also modified, retroactively, the process related to Tax Consolidation of 
Business Groups. 
 
As a consequence of the Reform, on December 31, 2012, CYDSA recorded a Tax Liability 
in the Other Liabilities line-item, with an amortization schedule ending in 2019, in the 
amount of 777 million including 169 million of short-term nature. 
 
Financial Condition 
 
A summary of the relevant Balance Sheets items as of December 31 of each year follows: 
 
 December 

2012 
 December 

2011 
  

Change 
Current Assets 5,685    5,679        6 
Non-Current Assets 5,091    4,680     411 
Total Assets     10,776  10,359     417 
      
Current Liabilities 1,121      983     138 
Non-Current Liabilities 3,675   3,636        39 
Total Liabilities 4,796   4,619     177 
      
Shareholders’ Equity 5,980   5,740     240 
 
Explanations of the major changes in the Balance Sheet accounts as of December 31, 
2012 compared to those of December 31, 2011 appear below.  
 
Current Assets  
 
The table above shows that Current Assets grew by 6 million pesos, moving from 5,679 
million as of December 31, 2011 to 5,685 million at the close of December, 2012. The 
growth in Current Assets derived largely from an increase in cash for 55 million, offset by a 
reduction in Trade Receivables, Inventories and Other Receivables for 49 million. 
 
Non-Current Assets  
 
Non-Current Assets of 5,091 million as of December 31, 2012, grew by 411 million pesos, 
from the close of December, 2011 due largely to investments in Fixed Assets, net of 
depreciation. 
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Total Liabilities  
 
CYDSA’s Total Liabilities as of December 31, 2012 in the amount of 4,796 million, 
increased by 177 million with respect to the 4,619 million reported as of the close of 
December, 2011. The main causes for the increase in Total Liabilities follow. 
 
 December 31, 

2012 vs 2011  
New Bilateral Loan          398 
Payment of Bank Debt         (91) 
Impact of Peso appreciation on Dollar denominated Bank Debt        (119) 
Other Liabilities, net          (11) 
Increase in Total Liab ilities       177 
 
CYDSA closed the month of December, 2012 with a Bank Debt equivalent to 2,233 million 
pesos (US$172.2), an increase of 180 million pesos (US$25.0 million) with respect to the 
Debt of 2,053 million pesos (US$147.2 million) as of December 31, 2011. CYDSA’s Bank 
Debt to EBITDA ratio resulted in a value of 1.93 times at the close of December, 2012, a 
figure that compares with 1.95 times as of December 31, 2011 (see page 14 of this 
Report). 
 
Shareholders’ Equity  
 
Shareholders’ Equity reached the sum of 5,980 million as of the close of December of 
2012, an increase of 240 million pesos when compared with the 5,740 million reported on 
December 31, 2011. The main causes for this increase in Shareholders’ Equity follow: 
 
 
 December 31, 

2012 vs 2011 
2012 Net Income          617 
Repurchase of Own Shares       (115) 
Dividend Payment to Shareholders of Cydsa, S.A.B. de C.V.           (75) 
Foreign Exchange Conversion Effect in the Chlorine-Caustic Soda and 
Refrigerant Gases Businesses3 

 
          (181) 

Other changes in Shareholders’ Equity           (6) 
Increase in Shareholder s’ Equity        240 
 
 
After considering these effects on Shareholders’ Equity, the Book Value per share at the 
close of December, 2012 reached 28.65 pesos, a figure that compares favorably to 27.62 
pesos as of the close of December, 2011. 
 
 
 
 

                                                           
3 According to IFRS rules, US dollar is considered as the functional currency for these businesses, because 
its main revenues and/or operating costs are referred to this currency. 
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Treasury Policies 
 
One of CYDSA’s policies is to manage from a central  treasury all Temporary 
Investments  of Excess Cash both in pesos and in dollars. These Investments are carried 
on account of each one of the Companies integrating the Group, using modules for cash 
centralization, debt centralization and cash forecasts.  
 
Temporary Investments are made both in Mexican Pesos as well as in Dollars of the 
United States of America. 
 
Internal Control  
 
CYDSA has an Internal Audit department, whose objective is to in form Management 
on the Compliance with Corporate Policies and Pract ices, Financial Information 
Quality and Asset Care, both of the Holding Company as well as its Subsidiaries.  
 
This function is carried out through an Annual Internal Audit Program.  In the course of this 
process, the team responsible for this practice reviews and evaluates the companies’ and 
corporate division’s compliance. In addition, opportunity areas for improvement of 
effectiveness of control systems as well as the application and follow-up of action plans, 
are determined. 
 
Furthermore, the Company’s Board of Directors has a Corporate Governance Practices 
and Audit Committee.  The Chairman of this Committee and its members are 
Independent.  
 
The Corporate Governance Practices and Audit Committee meets periodically in order to 
review the status of the Internal Audit Program. It also meets to examine the Independent 
Auditors’ Report on the Financial Statements, as well as to evaluate Corporate 
Governance Practices. 
 
Social Responsibility 
 
 
The Social Responsibility Report is available to any interested party in the Company’s 
webpage: www.cydsa.com  
 
Security Analysis Coverage 
 
 
Cydsa, S.A.B. de C.V. (MSE: CYDSASA) is registered in the Independent Analyst 
Program of the Mexican Stock Exchange. The company “Servicios de Analisis en Línea 
S.C.”, “BURSAMETRICA”; is responsible for the coverage of the economic, managerial 
and financial information of the Group. 
 
 
 

Financial Information Follows 
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CYDSA, S.A.B. DE C.V. AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
as of December 31, 2012 and 2011 

       (Millions of pesos) 

   

     2012 

 

     2011 

 ASSETS   
Cash and cash equivalents $           767 $            666  
Funds for specific uses 3,577 3,624 
Trade receivables, net 771 759 
Other receivables, net 175 195 
Inventories 395 435 
 Current assets 5,685 5,679 
Investments 102 102 
Property, plant and equipment, net 4,633 3,986 
Other non-current assets  356 592 
 Non-current assets 5,091 4,680 
 Total assets $      10,776 $      10,359 

   
 LIABILITIES   
Bank debt $           182     $             97  
Trade payables 545 606 
Other current liabilities 225 202 
Tax payable 169 78 

 Current liabilities  1,121 983 

Bank debt 2,019 1,916 
Other non-current liabilities 1,165 1,250 
Employee benefits 491 470 

 Non-current liabilities  3,675 3,636 

 Total liabilities  4,796 4,619 

    
 SHAREHOLDERS’ EQUITY 

  
Capital stock 1,275 1,275 
Restatement of capital stock 1,340 1,340 
 Capital stock, restated 2,615 2,615 

Repurchased shares (371) (256) 
Stock in trust                  0                (12) 
Retained earnings          3,410            2,918 

     Other accrued integral results, net of taxes             75               260 
 Shareholders’ equity of controlling 
                     Interest  

  
5,729 

 
5,525 

Non-controlling interest 251 215 
 Shareholders’ equity  5,980 5,740 

 Liabilities and shareholders’ equity $      10,776     $      10,359 
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CYDSA, S.A.B. DE C.V.  AND SUBSIDIARIES 
CONSOLIDATED INCOME STATEMENTS  

for the Years ended December 31, 2012 and 2011 
(Millions of pesos) 

 
     
          2012          2011 
Net sales $          5,498  $         5,169 
Cost of sales           (3,380)            (3,193) 
              Gross profit             2,118           1,976 
General expenses           (1,137)           (1,069) 

Other Income (Expense), net                 17                (7) 

Operating income                   998             900 

    
Financial income (expense), net:    

Financial expenses               (187)              (243) 
Financial income               179               380 
Foreign exchange result, net                (35)                 96 

Financial income (expense), net                (43)                  233 

    

 Income before income tax                  955               1,133 

    
Income tax             (338)              (519)  

               Net income               617               614 

    
    

Controlling interest  $             569  $              464 

Non-controlling interest       48      150 
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CYDSA, S.A.B. DE C.V.  AND SUBSIDIARIES  
FINANCIAL HIGHLIGHTS AND RATIOS 

accrued as of December 31, 2012 and 2011 
 2012  2011 

Income statement data  
(Millions of pesos) 

   

    

 Net sales 5,498      5,169 
Net sales (Equivalent in millions of US dollars) 418         417 
Export sales (Millions of US dollars) 46  74 
Operating income  998      900 
Net Income        617        614 
    

Cash flow data  
(Millions of pesos) 

   

    

Operating cash flow (income after general expenses plus                                                                      
depreciation and other non-cash items), EBITDA 

 
1,156 

  
1,054 

Operating cash flow (Equivalent in millions of US dollars) 88  86 
    

    

Operating ratios  
(Percentage) 

   

    

    Operating income / Sales 18.2%  17.4% 
    Operating cash flow (EBITDA) / Sales 21.0%  20.4% 

    

Financial indicators   

(Times) 

   

Bank debt / EBITDA 1.93  1.95 
Bank debt / Shareholders’ equity 0.37  0.36 
Current assets / Current liabilities 5.07  5.78 
Book value per share (pesos) (1)  28.65   27.62   

    
 
 
(1) Based on 200´000,000 shares outstanding. 
 


