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Investments for Competitiveness and Growth  

CYDSA virtually concluded the first stage of the Company’s strategy aimed at increasing the 
Competitiveness and Growth of its Manufacturing Businesses, as well as entering into new 
Ventures with capital expenditures for US$540 million, duly approved by the Board of Directors in 
recent years. Some of these investments follow: 

I. Completed Projects: 

Capacity Increase in Production of Evaporated Salt: This plant, producer of evaporated salt 
and located in Coatzacoalcos, Veracruz, incorporated redesigns and new equipment to the 
manufacturing process in several stages, with the purpose of increasing nominal production 
capacity from 400,000 to 670,000 tons per year. The last phase ended in January, 2017 

 
 Plant I for Cogeneration of Electricity and Steam: In March of 2014 a plant located in 

Coatzacoalcos, Veracruz; began the manufacturing operation of a cogeneration facility with a 
potential capacity for generating 57 megawatts-hours of electricity and 660,000 annual tons of 
steam, based on natural gas, and with the main objective of supplying the steam and electricity 
needs of the facilities located in Coatzacoalcos, Veracruz. 

 

 Plant II for Cogeneration of Electricity and Steam: In March of 2016, generation of steam 
and electricity began in a second Plant in Coatzacoalcos, Veracruz, with the same technical 
specifications and production capacity of Cogeneration Plant I, with the main objective of 
generating the electricity needed in the manufacture of chlorine and caustic soda in both, the 
Santa Clara plant situated in the State of Mexico, and the new one located in Garcia, Nuevo 
Leon. The remaining electricity generated, permits a future participation in the Mexican electric 
power market, in accordance with the new Energy Reform. 

 New Chlorine, Caustic Soda and Chemical Specialties Plant: In March of 2016 operations 
started in a plant with state-of-the-art technology in order to manufacture chlorine, caustic soda 
and chemical specialties, located in Garcia, Nuevo Leon. This facility counts with a nominal 
annual production capacity of 60,000 tons of chlorine and 68,000 tons of caustic soda utilizing 
the most efficient process in the utilization of energy sources. 

 

 Brine Extraction Wells and Caverns for Underground Storage of Hydrocarbons: 
Development continued of the project started in 2012 of a new cavern zone for brine extraction 
in the State of Veracruz. As of to date, the drilling of four caverns stand completed, all equipped 
with the necessary technical characteristics in order to be used for the underground storage of 
hydrocarbons. 
 

II. Project in Progress: 
 

 Underground Storage of Propane Liquid Gas (LP Gas):  In November of 2014, CYDSA 
announced the signing of an agreement with Petroleos Mexicanos (Pemex) in order to develop 
this project, constituting the first one in Mexico and Latin America devoted to storing LP Gas in a 
saline cavern. 

The first phase concluded in September of 2015, consisted in the formation of one of the four 
caverns mentioned in the foregoing paragraph. Nowadays the second stage is underway, 
consisting in the construction of the necessary surface installations for the safeguarding, 
injection, extraction and transportation of LP Gas, with the purpose of supplying underground 
storage services of LP Gas during the second half of 2017. 
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Signing of Syndicated Loan 
 
On November 28 of 2014, CYDSA, through its subsidiary Valores Quimicos, signed a 
Syndicated Loan granted by 13 Domestic and International Financial Institutions with 
Citigroup Global Markets, Inc. and Coöperatieve Centrale Raiffeisen-Boerenleenbank B.A., 
"Rabobank Nederland", New York Branch as Lead Banks, for an amount up to US$400 
million. The General Shareholders’ Meeting of November 25, 2014, authorized this 
transaction.  
 
On December 9 of 2014, the first disbursement totaled the equivalent of US$240 million.  
Additional disbursements took place on April 16, 2015 and January 31, 2017 for amounts 
equivalent to US$30 and US$10 million dollars, respectively. 
 
A portion of the loan liquidated all existing bank debt, while the remaining portion has 
primarily financed the investments in Competitiveness and Growth mentioned previously. 
 
The proceeds went to liquidate the total debt of Valores Quimicos (a subsidiary of Cydsa 
S.A.B. de C.V., the group’s holding company); and the remaining has financed the 
Investments for Competitiveness and Growth already discussed. 
 
 
Other Loans 
 
In the fourth quarter of 2016, Cydsa S.A.B. de C.V. and one of its subsidiaries obtained 
Loans for 760 million pesos, with the purpose of supporting the Group’s Investment 
Projects. 
 
   
Derivative Financial Instruments 
 
In order to cover interest rate volatility on the Syndicated Loan, CYDSA entered into an 
interest rate swap. The contract replaced the variable three month Libor rate with a fixed 
rate of 1.24% for four years, starting November 30, 2015 and ending November 29, 2019.  
 
The agreement covers the applicable rate to US$120 million of the non-amortizable portion 
of the Syndicated Loan. At the close of March of 2017, the total equivalent balance of this 
loan amounted to US$225.2 million. Of this amount, the dollar component represents 
US$191.5 million, with the remainder peso denominated. 
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Closing of the Acrylic Yarn Business 
 
On April 8, 2016, CYDSA informed investors through the Mexican Stock Exchange the 
closing of the Acrylic Yarns Business.  The cessation resulted from mounting competition 
of textile products and apparel, often of Asia-Pacific origin, frequently using unfair market 
practices.   
 
According to the International Financial Reporting Standards (IFRS), starting in 2016, the 
Acrylic Yarns business represents a discontinued operation and for this reason, its results 
appear as a separate line-item in the Income Statement under the name Income or Loss of 
Discontinued Operations, net of taxes.  
 
 
Results  
 
 

Total Sales 
 
CYDSA’s Net Consolidated Sales reached 2,153 million pesos during the first 
quarter of 2017, an increase of 45.9% from the same quarter of the prior year. 
 
In dollar terms, Sales for the first quarter of 2017 totaled an equivalent of US$106 million, 
up 29.3% from the US$82 million accumulated during the same period of 2016. 
 
The difference in dollar and peso terms derives from an average 12.7% depreciation of the 
Mexican peso, when comparing the average exchange rate during the first quarter of 2017 
against that of the same quarter of 2016. 
 
 
Domestic Sales 
 
Sales to the domestic market during the first three months of 2017 reached the sum of 
1,872 million pesos, an increase of 36.7% compared to those of the same period in 2016.  
 
The Salt Business registered increased sales to the domestic market. Likewise, sales of 
chlorine, caustic soda and chemical specialties grew supported mainly by the start-up of 
the new Chlorine, Caustic Soda and Chemical Specialties Plant located in Garcia, Nuevo 
Leon (Iquisa Noreste). 
 
In addition, the manufacture and commercialization of refrigerant gases attained higher 
sales, both for the HCFC-22 gas as well as for last-generation refrigerant gases. 
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Export Sales 
 
Export Sales from January to March of 2017, reached US$13.8 million dollars, an increase 
of 134% when compared with those of the same period of the prior year, due mainly to 
larger shipments of chlorine and refrigerant gases. 
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Sales by Business Segment 
 
 
The following chart depicts Total Sales by Business Segment for the first quarter of 2016 
and 2017: 
 
 

 
 
                     

Millions of dollars        59         70                                  23           36                             82         106 
Change 2017 vs. 2016     18.6%                                       56.5 %                                   29.3% 

 
*  Consolidated figures of Chemical Products and Specialties eliminate inter-company Sales. 
 
 
Sales of the Chemical Products and Specialties Segment during the first quarter of 2017, 
reached the sum of 1,416 million, an increase of 33.7% when compared to those of the 
same three months of the prior year. Major activity of the Salt Business, as well as sales of 
the new plant Iquisa Noreste, explain the sales increase in this Segment. 
 
 
Total Sales of Refrigerant Gases and Other Businesses, added to 737 million during the 
first quarter of 2017 reporting a growth of 76.7%, against those of the same quarter of the 
previous year. Higher demand of the HCFC-22 gas, as well as new generation gases, 
explain the improvement in sales. 
 
 

33.7% 

45.9% 

76.7% 
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Operating Income 
 
Accumulated Gross Profit1 accrued as of March of 2017 reached 752 million, representing 
an increase of 223 million or 42.2% when compared to 529 million reported for the same 
period in 2016. 
 
The main factors contributing to the improvement in Gross Profit follow:  

 Larger sales in the salt Business.  
 The start-up of the Iquisa Noreste plant. This permitted the improvement of 

commercialization margins in chlorine, caustic soda and chemical specialties; and 
 Greater activity in the Refrigerant Gases Business. 

 
General Operating Expenses during the first quarter of 2017, reached 383 million pesos, 
an increase of 29.7%% when compared with the 295 million observed during the same 
period of the prior year. This increment derives mainly from the start-up of the new plants 
Iquisa Noreste and Cogeneration of Electricity and Steam II in March of 2016. 

 
Other Income, net, reached 8 million pesos during January-March of 2017. This figure 
compares with 3 million of Other Expenses, net, reported for the same period of the 
previous year.  

 
Therefore, CYDSA registered in the first quarter of 2017 an Operating Income (EBIT) of 
377 million (17.5% on Sales), a figure that compares with an Operating Income of 231 
million (15.6% on sales) reported for the same period of 2016, representing an increase of 
63.2%. 
 
Operating Cash Flow 
 
Operating Cash Flow (EBITDA)2 for the first quarter of 2017 reached 518 million 
pesos (24.1% on Sales), an increase of 57.5% compared to the 329 million (22.3% on 
Sales) attained in the same quarter of the previous year.   
 
In dollar terms, EBITDA for the first three months of 2017 amounted to an equivalent of 
US$25.8 million, representing an increase of 40.2% versus the US$18.4 million reported 
for the same period in 2016.   
 
 

Net Financial Expense 
 
Net Financial Expense, including financial expenses, financial income and foreign 
exchange result, accumulated 404 million pesos as of March, 2017, a figure that compares 
with the net Financial Expense of 1 million pesos reported for the same period of the 
previous year. 
 

                                                           
1 Gross Profit is defined as Sales less Cost of Sales. 
2 Operating Cash Flow or EBITDA equals Income before: Net Financial Income (Expenses), Income Tax,          
Depreciation and Amortization. EBITDA amounts to Operating Income plus non-cash items. 
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The main component of net Financial Expense, is the Exchange Loss accumulated as of 
March, 2017 of 330 million pesos, derived from the effect of the peso exchange rate 
decrease on US dollar denominated monetary items. In the first quarter of 2016, an 
Exchange Gain for 50 million pesos resulted, with an exchange rate appreciation of 0.1%. 
 
Income Tax 
 
Income Tax for the first three months of 2017 amounted to a positive amount of 169 million 
pesos, a 233 million variation against the negative 64 million reported for the same period 
of the previous year.  
 
Loss in Discontinued Operations, net 
 
As explained earlier in this Report, The Acrylic Yarn Business constitutes a discontinued 
operation. In the first quarter of 2017, the results of this Business registered a 10 million 
pesos loss. 
 
Net Consolidated Income 
 
In the first quarter of 2017, CYDSA registered a Net Consolidated Income in the 
amount of 132 million (6.1% on Sales), decreasing by 19 million or 12.6% when 
compared to the Net Income of 151 million (10.2% on Sales) for the same quarter of 2016. 
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Financial Condition 
 
A summary of the relevant Balance Sheet items as of March 31, 2017 and December 31, 
2016 follow: 
 
 March 

2017 
December 

2016 
 

Change 
Current Assets   3,067   2,847     220 
Non-Current Assets 16,104 17,402   (1,298) 
Total Assets      19,171 20,249   (1,078) 
    
Current Liabilities 2,712 2,461       251 
Non-Current Liabilities 6,666 7,388       (722) 
Total Liabilities 9,378 9,849      (471) 
    
Shareholders’ Equity 9,793 10,400      (607) 
 
Explanations of the major changes in the Balance Sheet accounts as of March 31, 2017 
compared to those of December 31, 2016 appear below.  
 
Current Assets 
The table above shows that Current Assets increased by 220 million pesos, moving from 
2,847 million as of December 31, 2016 to 3,067 million at the close of March, 2017. The 
main cause for said increase in Current Assets derives from the larger Cash balance and 
the increase in Trade Receivables derived from higher sales. 
 
Non-Current Assets 
Non-Current Assets of 16,104 million as of March 31, 2017, dropped by 1,298 million 
pesos, from the close of 2016, due largely to the fact that fixed assets valued in foreign 
currency depreciated, derived from the 8.8% decrease in the exchange rate, going from 
$20.62 pesos per dollar at the close of December, 2016 to $18.80 as of March 31, 2017. 
 

Total Liabilities 
CYDSA’s Total Liabilities as of March 31, 2017 in the amount of 9,378 million, decreased 
by 471 million with respect to the figure reported as of the close of December, 2016. The 
following items detail the most relevant changes: 
 
New Debt 205 
Payment of Bank Debt (140) 
Decrease in pesos of debt balance committed in Dollars, mainly due to 
the appreciation of the Mexican peso 

 
(352) 

Decrease in deferred Income Tax Liabilities, derived from the reduction in 
the assessment of Fixed Assets valued in dollars. 

      
(221) 

Other Liabilities, net   37 
Decrease in Total Liabilities       (471)
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CYDSA closed March of 2017 with a Bank Debt, net of cash and cash equivalents in the 
amount of 4,478 million pesos, a decrease of 426 with respect to the Net Bank Debt of 
4,904 million pesos as of December 31, 2016. In equivalent dollar terms, as of March 31, 
2017, Net Bank Debt reached US$238.3 million, a similar amount to the US$237.8 million 
reported at the close of 2016. 
 
CYDSA’s Bank Debt to EBITDA ratio resulted in a value of 2.63 times at the close of 
March, 2017, a figure that compares with 3.24 times as of December 31, 2016.  
 
 
Shareholders’ Equity 
 
Shareholders’ Equity reached the sum of 9,793 million as of the close of March of 2017, a 
decrease of 607 million pesos when compared with the amount reported for December 31, 
2016. The main causes for this increase in Shareholders’ Equity follow:   
 
Net Income for the First Quarter of 2017          132 
Foreign Exchange Conversion Effect in the Chlorine-Caustic Soda;  
  Cogeneration of Electricity and Steam; Refrigerant Gases and   
  Underground Storage of  Hydrocarbons 3 

 
            
          (739) 

Decrease in Shareholders’ Equity        (607) 
 
The Book Value per share indicator, as of March 31, 2017 resulted in 15.73 pesos per 
share, compared with a value reported as of December 31, 2016 amounting to 16.80 
pesos per share. 
 
 
 

Security Analysis Coverage 
 

Cydsa, S.A.B. de C.V. (MSE:CYDSASA) receives coverage from the following Brokerage 
Firms: GBM Grupo Bursatil Mexicano, INTERACCIONES and BURSAMETRICA.  
 
 
 
 
 
 
 
 
 

Financial Information follows 
 
 
 
 

                                                           
3  In accordance with IFRS rules, the US dollar constitutes the functional currency for these Businesses, 

due to the fact that such currency constitutes the reference for their main assets, income and/or operating 
costs. The peso appreciation of 8.8% with respect to the dollar, going from $20.62 pesos per dollar as of 
the close of December, 2016, to $18.80 as of March 31, 2017, derived in a reduction of dollar 
denominated Fixed Assets due to the Conversion Effect. 
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CYDSA, S.A.B. DE C.V. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 

As of March 31, 2017 and December 31, 2016 
       (Millions of Pesos) 

  
      March  

2017 

  
December 
     2016 

  
    Change 

% 
 ASSETS   
Cash and cash equivalents $             763  $             624       +  22% 
Trade receivables, net 1,067 869       +  23% 
Other receivables, net 393 419       -    6% 
Inventories 820 878  -    7% 
Discontinued Current Assets 24 57  -  58% 
                     Current assets 3,067 2,847         +   8% 
Property, plant and equipment, net  15,693 16,976  -   8% 
Other non-current Assets 321 336  -  4% 
Discontinued non-current Assets 90 90  +   0% 
 Non-current assets 16,104 17,402  -   7% 
 Total assets $        19,171  $        20,249       -   5% 

    
 LIABILITIES    
Bank debt $             857  $             665          + 29% 
Trade payables 1,189 1,199         -    1% 
Other current liabilities 443 388  + 14% 
Taxes payable 222 184   +  21% 
Discontinued current liabilities 1 25  -  96% 

 Current Liabilities 2,712 2,461  +  10% 

  Bank Debt 4,311 4,789         - 10% 
Other non-current liabilities 1,880 2,137         - 12% 
Employee benefits 457 445         +   3% 

Discontinued non-current liabilities 18 17  +   6% 

 Total non-current liabilities 6,666 7,388         -  10% 

 Total liabilities 9,378 9,849         -    5% 

     

 SHAREHOLDER’ EQUITY    
Capital stock 2,825 2,825   
Additional paid-in capital 1,129 1,129   
Repurchase of own shares (294) (294)   
Retained earnings 4,339  4,246         +    2% 
Accumulated other comprehensive income,   

         net of tax 1,441
 

2,175 
  

       -   34% 
 Shareholders’ equity of controlling 
                         interest 9,440 10,081 

  
       -     6% 

     Non-controlling interest 353 319         +  11% 
                    Shareholders’ equity 9,793 10,400         -     6% 
                    Liabilities and shareholders' equity $       19,171  $       20,249          -     5% 
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CYDSA, S.A.B. DE C.V. AND SUBSIDIARIES 
CONSOLIDATED INCOME STATEMENTS 

Fort the first quarter of 2017 and 2016 (January 1st. to March 31st.) 
(Millions of pesos) 

 
     
  

1Q17
  

1Q16 
 Change 

% 
Net Sales $    2,153  $   1,476  + 46% 
Cost of Sales       (1,401)        (947)    + 48% 
              Gross Profit         752         529    + 42% 

General Expenses         (383)         (295)    +  30% 

Other (Expenses) Income, net             8                  (3)    

Operating Income            377         231    +   63% 

      
Net Financial (Expense) Income:      

Financial Expenses           (92)          (70)   +  31% 
Interest Income           18          19   -     5% 
Foreign Exchange Result, net          (330)           50    

Net Financial (Expense) Income          (404)             (1)   
      

Share in Results of Associates             0             0   

 Income (Loss) before 
                 Income Tax 

           
           (27) 

          
         230 

  
  

      
Income Tax           169         (64)       

               Income of Continuing Operations           142          166    -  14% 
      
Income from Discontinued Operations, net           (10)           (15)      

               Net Income           132         151    - 13% 

      
    

                       Controlling Interest Share in Net Income 
$         94  $        143   

        Non-Controlling Interest Share in Net Income         38                8  
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CYDSA, S.A.B. DE C.V. AND SUBSIDIARIES 
FINANCIAL HIGHLIGHTS AND RATIOS 

 
First Quarter, 2017 and 2016 
  

 
1Q17 

  
 

1Q16 

  
Change 

% 

Income Statement data 

(Millions of pesos) 

   

      

     Net Sales 2,153      1,476  + 46% 
Net Sales 
(Equivalent in millions of dollars) 

 
        106

        
        82  

 
 + 29%

Export Sales (Millions of dollars) 13.8        6.0  + 134% 

Operating Income  377  231   +  63% 

Net Income          132       151    -  13% 
      

Cash Flow data 

(Millions of pesos) 

   

 

 

     Operating Cash Flow (Income after general          

        expenses plus depreciation and other            

        non-cash items), EBITDA                                   

 

 

         518    

 

          

       329 

  

 

 

+   58% 
                                                                                        

Operating Cash Flow  
   (Equivalent in millions of US dollars) 

 
25.8 

  
18.4 

  
+  40% 

    
      

Operating Ratios 

(Percentage) 

   

      

    Operating income (EBIT) / Sales 17.5%  15.6%   
    Operating Cash Flow (EBITDA) / Sales 24.1%  22.3%   

 
 
 
As of the close of March 2017 and December 2016 

  

 March 

2017 

 
December 

2016 

Financial indicators   

(Times) 

  

Net bank debt / EBITDA(1) 2.63  3.24 
Bank debt / Shareholders’ equity 0.54  0.53 
Current assets / Current liabilities 1.13  1.16 
Book value per share (pesos) (2)      15.73    16.80 

    
(1) Last 12 months    (2) Based on 600’000,000 shares outstanding 


