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$126.3 millon Mexican pesos

FLIGHT LOG FULL STEAM AHEAD

Deleveraging rate: 1.7%

Reaching goals mile after mile

Net sales growth: 4.3%

Vision
		
		

In casual dining, we bring the best of the world to
Mexico and share the best of Mexico with the world

	strategy
		
Standardize and innovate for In-house Brands to
		 grow and maintain the operational efficiency
		 of Imported Brands
phiilosophy
		
Informed based decisions to offer our guests a
		 better service

Values
		
		
Integrity
		Accountability
		Hospitality
		Teamwork		
		Innovation

MESSAGE FROM THE CHAIRMAN OF THE BOARD

Dear Shareholders:
After two intense years of transformation and implementation of new strategies, CMR is ready for another great takeoff.
We’ve redefined CMR’s three fundamental pillars: our people,
our brands, and our technology. The new “flight plan”, scheduled for launch in 2016, is ready to go. Objective: accelerated
growth and profitability.
We took several steps in 2011 to equip and get ready for that
crucial takeoff moment. One was inking a new development deal
with Darden Restaurants, Inc., a global industry giant in casual
dining. With it we acquired three new brands for the Mexican
market: Olive Garden, Red Lobster, and The Capital Grille, which
now join our portfolio of imported brands. They consolidate our
leadership position in the casual dining market and, together
with our important strategic partnership with Brinker to develop
the Chili’s brand, another global casual dining industry titan, confirm CMR as a truly world-class restaurant enterprise.

Wings has modernized. Its reinvention is the result of strong
sector competition. Wings Yúju!, with its innovative architectural design and brand identity, will attract the expanding
youth market. The opening of a Querétaro branch in 2011
marked the kickoff for this new concept. Also worth noting
is that this brand reinvention was painstakingly planned and
executed, without any impact on the company’s financial
structure and holding to the debt parameters proposed by
the Board of Directors.

In terms of operations, although the first half of the year was
characterized by uncertainty, the horizon opened up towards
year end. Net sales, gross earnings and EBITDA for 4Q11 reported increases over 10% —a three-year high. Although the 2011
profit and loss statement reports an overall 4.3% growth in net
sales, when compared to the 3.5% industry average, according to
the CANIRAC, Mexico’s Restaurant Industry Chamber of Commerce, CMR’s efforts to stay on the top of the market have paid
off, despite adverse conditions and intense internal changes.

In 2011, fixed asset investment totaled $126.3 million pesos,
5.3% below that reported for 2010, and was specifically earmarked for refurbishing, maintaining, and the opening of new
Chili’s and Wings branches. Meanwhile, CMR achieved a 1.7%
deleveraging rate, reducing its $278.8 million peso bank liability
at 2010 close to a $274.0 million peso liability at 2011 close.

Today, CMR personnel undergo ongoing evaluations in this renewed scenario. The Balance Scorecard (BSC) system is applied
to everyone at our corporate office, from VPs to middle management. Additionally, all store operations are subject to our
Service Quality Assurance System (Spanish acronym: SIACS). In
short, nothing is left to chance. CMR wants this to be a recip-

rocal process. We’ve rolled out initiatives for and on behalf of
employees, offering remuneration, development, security and
status. Their response has been hard work and added value for
the company. With this model, everyone wins.
It is this spirit of joint collaboration that boosts CMR to continue to help in the fight against malnutrition among children
in need. Through the Fundación CMR, $8.0 million pesos were
donated toward this effort in 2011, delivering 294,741 meals to
Mexican girls and boys.
The result of all this means we can confidently announce to investors that we are leaders in the casual dining segment. And even
better, that we’re equipped, ready, and very excited about takeoff.

Joaquín Vargas Guajardo
Chairman of the Board

-6-

ready for ta k e o f f

cmr

|

annual report

2011

-7-

Wings
Wings Yúju!
Fonda Mexicana

Red Lobster
The Capital Grille

Equipping the company with the very best
casual dining brands to lead the market.
CMR boasts a more than forty-year history as
a leader in the restaurant market. Its portfolio
reflects the company’s commitment to “bring
the best of the world to Mexico and share the
best of Mexico with the world”. As a result of
this vision, CMR promotes Mexico’s culinary
culture while embracing the latest international trends at home.

JETS REVVED FOR A GREAT Flight

Olive Garden

CMR bets on seven great brands for the future

Chili’s

Ongoing growth strategies in each brand have translated
into consumer visibility and credibility. Now it’s time for reinvention and new ideas.
Convinced that casual dining is the company’s core business, CMR has sought out the world’s best brands and will
continue doing so. The company also decided to reinvent
its model to create a new image: in its proprietary line of
business, the transformation of Cafeterías Wings into Wings
Yúju!, as well as repositioning Fonda Mexicana. Three new
restaurants have been added to CMR’s imported brands:
Olive Garden, Red Lobster, and Capital Grille, which line up
alongside the consolidation of Chili’s through its partnership with Brinker.
This business strategy focuses on taking the company to the
next level: a high-profit, high-volume enterprise. The goal:
to position CMR in the youth market. How? By acquiring
new jet engines for growth and renovating the ones we already have. According to figures from Mexico’s Institute for
Statistics, Geography and Information (Spanish acronym:
INEGI), more than half the nation’s population is under 26
and Mexicans aged 15 to 29 now number 30 million. These
figures reveal a great opportunity for doubling the size of
the business.
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PROPRIETARY BRANDS
STILL FLYING HIGH AT AIRPORTS
Our flagship brand Wings, with over forty years in the market,
represents the company’s beginnings. Over the years Wings has
positioned itself among airport travelers, where it will continue
to grow as a leading brand.
THE FIRST Wings Yúju! OPENS
Our traditional Wings restaurants have come full circle. Market
competition required designing a new model. The reinvention
is called Wings Yúju!

The first Wings Yúju! restaurant opened in the city of Querétaro in September 2011 and the second opened in Barranca del
Muerto, Mexico City, in March 2012.
Fonda Mexicana: consolidation
Another of our renewed jet engines is Fonda Mexicana, a warm
brand aimed at the 30 to 40 age demographic. A repositioning
phase began in 2011. Fonda Mexicana’s slogan Sabor con Esencia de México (“Taste of Mexico”) gave the image a new look and
revived original recipes for the nation’s most typical dishes renovating the overall culinary offering.
OTHER PROPRIETARY BRANDs

Wings Yúju! is one of CMR’s most important and innovative
moves. It means new architecture, a new image, and a new
identity, based on today’s energy and trends, with an innovative, edgy style. The goals: to position Wings Yúju! in the youth
market and move closer to a new generation.
Wings Yúju! offers the same warmth and welcome as the traditional Wings brand, but with a more current, cheerful, and
fresh look, along with a whole new range of featured dishes.
The name comes from a word that refers to celebration in
Mexico, yuju! a common expression of happiness and satisfaction, all across the country.
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The Mexican cuisine brands La Destilería and Los Almendros figure among CMR’s other proprietary brands, while its specialty restaurants include (among others): elago, La Calle, Restaurante del
Bosque, and Meridiem. Some of these are stand alone establishments while for others there are no immediate plans for growth.

OUR OBJECTIVE:
TO POSITION OURSELVES

Sales for these brands are solid and meet corporate profitability
goals, however their business models are harder to replicate and
less suited to volume growth strategies. Lastly, brands that did
not reach minimal profitability standards, such as W Cocina y
Pan, and Vino e Cucina, ceased operations in 2011.

IN THE YOUTH MARKET
AND GET CLOSER TO A
NEW GENERATION.
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IMPORTED BRANDS
THE WORLD’S GREATEST RESTAURATEURS,
NOW CMR PARTNERS
Imported brands constitute another side of the business. Our
partners are giants in the global casual dining market. One such
partner is Brinker International, Inc., an 1,800 restaurant business with locations in 24 countries. Another partner is Darden
Restaurants, Inc., another industry giant with 1,900 restaurants
and US$7.5 billion in annual sales.
CMR signed a new development agreement with Darden Restaurants, Inc. for the Mexican territory in August 2011. The commitment with this US based company calls for opening 37 restaurants
over the next five years.
Chili’s, PROVEN SUCCESS
The original 1998 partnership agreement with Brinker International, Inc. called for operating twenty-five Chili’s restaurants
throughout Mexico (except in the Mexico City metropolitan
area and neighboring states). This goal was reached in 2007.
A new joint venture agreement is currently under way to open
fifty more Chili’s locations, of which twenty-five are already in
operation. The remaining restaurants will be opened over the
next five years.

enjoy an open lifestyle. CMR is taking steps to maintain and
reinforce Chili’s pole position in casual dining.
The main strategic objective for 2012 is to reposition the
brand to attract a younger target, mainly university students,
keeping Chili’s fresh and current.
THREE INTERNATIONALS
CMR brings a new kind of Italian restaurant to Mexico with
Olive Garden, the US leader in casual Italian dining. Olive Garden will offer dining experiences in a warm, homey setting
with an excellent wine list. The first restaurant will open in
Mexico City’s Interlomas district, ushering in a new phase of
growth for CMR.
Red Lobster will break the mold in the Mexican market as a
new option for diners who enjoy seafood. Offerings will include everything from fresh grilled products to dishes featuring lobster and shrimp as their main ingredients.
With The Capital Grille, CMR expands its fine dining portfolio.
Characterized by its refined atmosphere and decoration, The
Capital Grille’s menu is exceptional and excellently complemented by an outstanding wine list. It is set to become the
perfect spot for business meals or intimate moments.

Chili’s is known for being a fresh brand targeted at upper middle and upper class young people, twenty-five to forty, who
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CMR in 2011
PROPRIETARY BRANDS
Wings Restaurants

Airports
Traditional Restaurants
Wings Yúju!
Wings (hospital locations)

Other Restaurants

Nube Siete
Meridien

Mexican Restaurants

Fonda Mexicana
La Destilería
Los Almendros

Specialty Restaurants

elago
La Calle
Meridiem
Del Bosque

IMPORTED BRANDS
Chili’s
Olive Garden
Red Lobster
The Capital Grille

cmr restaurants
120

114

110

110

90
80
20
10

2010

2011

(Units)
Source: CMR
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CAPEX reductions: 10.0% annually

Despite a slow start, and thanks to a highly
dynamic year end, CMR’s business strategy proved successful closing the year with
positive results, in spite of a negative business
climate in some parts of Mexico, declining
domestic consumption, the closure of nonprofitable units, and a drop in passenger
numbers at some airports.

RESISTANT to turbulence

EBITDA margin: 7.9%

How we overcame the uncertainties of 2011

CMR revenue grew 6.0%

The path is clear: growth in casual dining. To that end, five
Chili’s restaurants were opened in 2011, consolidating the
brand’s position as a casual dining leader and making the
brand a strategic pillar.
We also sought to open restaurants in areas with lower crime
rates. The southeast of Mexico looks like a good opportunity
as reflected in increased guest numbers.
Our most significant results were achieved in 4Q11. CMR reported double digit revenue growth, 10.9%, with an EBITDA
margin (operating profit before depreciation and amortization) of 12.2%, a three-year high. These achievements are due
to record sales at airports, restaurants, and at Chili’s; a casual
dining centered strategy; effective promotions at Monterrey
and Guadalajara Chili’s restaurants, and the yearend holiday
season consumption boost.
In terms of cumulative results, CMR revenue totaled $1.9 billion pesos, a 6.0% increase over the $1.8 billion pesos reported for 2010.
Although annual growth came in below the 4Q11 rate, it was
still above industry average, which was 3.5% last year, according to Mexico’s Restaurant Industry Chamber of Commerce
(Spanish acronym: CANIRAC).
Regarding 2011 guest numbers, there was a 0.1% decrease
compared with the 13.1 million guests who ate in restaurants
in 2010. This slight downturn is explained by the crime rates
that have affected certain parts of Mexico and the closure of
ten unprofitable points of sale.
Average check value rose from $134 pesos in 2010 to $141
pesos at close 2011, as a result of higher inflation, as well as
efforts to boost lunch and dinner traffic, where per guest consumption is higher than at breakfast.
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2011 WAS FAVORABLE, DESPITE
HIGH TRANSFORMATION COSTS.

The reorganization of the company had its costs in 2011. Operating expenses rose to $1.3 billion pesos, 8.1% higher than
2010. A large part of this increase had to do with costs associated with the new Oracle technological platform; the closure
of unprofitable units and expenses related to new imported
brands.
The company reported extraordinary disbursements of $29.8
million pesos in its other expenses —net— account for 4Q11,
which compares unfavorably with the $14.7 million spent October-December 2010. These expenses are associated mainly
with the disposal of fixed assets due to the closure of unprofitable points-of-sale. This account reported a year over year
increase of 9.2%, to close 2011 at $47.7 million pesos.
In annual terms, these expenses increased $33.6 million pesos
due mainly to the disposal of fixed assets, and $12.1 million
pesos due to long-term asset impairment. These increases are
a result of our strategy to close restaurants that do not meet
minimum required performance standards.
The investment strategy, summed up by “do more with less”,
was carried out as planned. CMR invested $126.3 million pesos
in 2011, representing a 10.0% decrease year over year, a CAPEX
level that reflects enhanced efficiency and control. This investment was allocated primarily to opening Chili’s and Wings restaurants, refurbishing, and proprietary brand maintenance.
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At 2011 close, CMR operated 110 restaurants in 23 cities, with
a seating capacity of 24,138; 828 fewer than the 24,966 listed at
December 31, 2010. The reduced seating is explained by store
closures during the year, following strict per unit profitability
audits and controls, according to which CMR decided to close
units that did not meet minimum required profitability. As a
result, ten units were closed and six were opened for a total of
110 at 2011 close.

the effects of a depreciated exchange rate: the currency loss
was reported at $1.9 million pesos, which compares unfavorably with the 2010 close loss of $1.1 million pesos.

Five of the six new stores were Chili’s and the other was a
Wings. The five Chili’s opened under the joint venture agreement with Brinker International, Inc., reaffirming our commitment to the brand.

Financial and stock market indicators reveal certain critical
areas for the company. For example, CMR’s leveraging index has
been kept within the policy target levels defined by the Board
of Directors. At the end of 4Q11, net debt was $135.5 million
pesos, compared to $143.4 million in 2010. At December 31,
2011, the net debt/EBITDA ratio held at 0.9x.

Within CMR’s financial strategy it is essential not only to maintain solid finances through an optimized capital structure, but
also to keep our long and short term debt liabilities at manageable levels. Therefore, in order to finance investments and
improve our debt profile, bank liabilities were renegotiated
for a 1.7% reduction, to close 2011 at $274.0 million pesos.
As a result of this restructuring, 39.5% of bank liabilities are
now short term, which is an improvement on the 59.5% at
September 2011.

Interest payments decreased $6.1 million pesos in 2011, from
$26.6 million in 2010 to $20.5 million, due to lighter debt loads,
a $102.4 million loan restructuring, and low interest rate market
conditions for our variable rates.

The reduced net debt was counterbalanced by a lower EBITDA
in 2011. At 2011 close, the EBITDA/paid interest ratio was 7.4x,
a year over year increase compared to 6.3x in 2010. The total
liabilities/stockholders’ equity ratio held at 0.5x at 2011 close,
equal to levels reported at 2010 close.

DEBT INTEREST PAYMENTS WERE
DOWN $6.1 MILLION PESOS
THANKS TO SELECTED LOAN

There were no changes to the Stock Repurchase Program. At
December 31, 2011, the repurchase fund held 4,179,700 shares.

RESTRUCTURING.

At 2011 close, the Comprehensive Financing Cost was $19.9
million pesos, a favorable figure compared to $20.6 million in
2010. The difference stems from a 2010 tax rebate, as well as
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EBITDA

DEPRECIATION AND AMORTIZATION
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CMR STRATEGIC GROWTH PLAN
RESTAURANT OPENINGS BY DIVISION (in units)

DEC 2010

openings

Wings Restaurants

44

1

2

43

Mexican Restaurants

16

0

5

11

Chili’s

46

5

2

49

8

0

1

7

114

6

10

110

Specialty Restaurants

Total
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11 senior management

RECIPROCITY BETWEEN THE COMPANY
AND TEAM MEMBERS GENERATES MUTUAL
BENEFITS
CMR’s best practices programs for employees
Having the best-equipped aircraft and a strategic
flight plan is not enough. You’ve also got to have
operational and management protocols for best
practices, and indicators, which is another key
element at CMR.

A Top Flight CREW

110 restaurants

Our first class teams

5,500 CMR employees

Attracting the very best talent to its management team was one
CMR objective. As a result of key area restructuring, CMR now
has eight vice-presidencies that combine a fresh perspective with
experience. All these new positions are strategically placed.
The eleven copilots charged with managing and operating our 110
restaurants, and who supervise more than 5,500 CMR staff members, do not act on their own. They are subject to the Balance
Scorecard system (BSC), a management system that evaluates corporate practices with a series of indicators, designed to keep teams
from straying from the strategic plan leading up to 2016.
Department heads are subject to the Service Quality Assurance
System (Spanish acronym: SIACS). This is a best practices program for processes and procedures that looks for efficiencies
in all operating, service, sales, and personnel areas, along with
financial and profitability values management. It’s a win-win
cycle that guarantees company success.
CMR’s philosophy has changed. Every decision is now based
on systematized information gathered from decision making
indicators. You cannot manage what you cannot measure.
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The group relies on two key variables for defining the company’s main strategic thrust: accelerated growth and business
profitability, with a five-year plan. To this end, Capital Systems
are incorporated into the organizational management, generating reciprocity between individuals and the company.
Symbiosis between team members and the organization is an
integral process: the organization carries out actions for and on
behalf of employees, paying them salaries and benefits, supporting their development, and offering employees security
and status. In exchange, employees give back hard work and
add value to the business. Each party’s expectations extend beyond a mere contractual agreement.
Making the most of this work culture strengthens organizational balance, which means achieved corporate objectives,
along with employee salaries and incentives. It also motivates
teams to continue to contribute to the organization, assuring
their professional security and success. In short, it’s the ideal
crew for a perfect flight.
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CMR EMPLOYEE BEST PRACTICES MANAGEMENT

2012 INCENTIVE PROGRAMS

recognition programs

RETRAINING PROGRAM

GROWTH THROUGH INCREASED SALES AND
IMPROVED SERVICE

The 2012 “our cmr smile” program

“WELCOME HOME”
THE ORGANIZATIONAL HERE AND NOW

GOALS:
GOALS:
• Encourage increased sales and
ongoing improvement.
• Identify performance talent based
on sales results.
• Promote motivation among our
restaurant teams.
• Incentivize suggestive selling and
attentive guest service.
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GOALS:
• Offer positive reinforcement for acting in the
benefit of the business.
• Incentivize embodying CMR values, delivering on
our strategy, and achieving the company vision.
• Encourage motivation, initiative, and innovation
among team members.

Offer an awareness generating forum that supports
making sense of current situations, expressing feelings and reactions, analyzing realities and mature
reflection, in an effort to curb negative behavior and
promote collaborative and constructive attitudes in
support of company objectives and strategies.

• Transmit key messages: “WE NOTICE WHAT
YOU DO AND WHAT YOU CONTRIBUTE” and
“WE RECOGNIZE THE THINGS THAT ADD VALUE”
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OUR GOAL: TAKE CMR TO THE NEXT LEVEL
WITH ACCELERATED GROWTH AND HIGH
PROFITABILITY
CMR plans to open 60 restaurants over
the next five years.
We’re flying direct and non-stop in the lead up
to 2016. CMR plans to open more than 60 restaurants over the next five years, representing
a $1.5 billion peso investment. Our commitment to investors is to operate 180 restaurants
within five years as a means of achieving a significant boost to company sales.

Flight PLan 2012 - 2016

A $1.5 billion peso investment

Outlook for the next 5 years

More than 60 restaurant openings

A TOTAL of 180 RESTAURANTS BY 2016
INCLUDING NEW BRANDS: Wings Yúju!,
Olive Garden, Red Lobster, AND
The Capital Grille.

The first Wings Yúju! restaurant in Mexico City, a test run for
the new face of CMR’s flagship bland, is planned for 2012. The
first Olive Garden will be ready to compete in the Italian food
niche in August.
Within its highly competitive market, CMR seeks to consolidate
itself as a leader in casual dining. The aim is to add value to
services and boost profitability, which can be achieved by
setting up business units strategically, increasing guest numbers,
and increasing per guest check values.

These initiatives will take full effect in 2012 and make us the
number one consumer choice among customers who prefer
a modern casual dining experience, bar and grill, or a finedining (specialty) restaurant. Our aim is always to recruit the
next generation of consumers.
From a business perspective, the outlook is promising: 2012,
2013, 2014, and 2015 will be years of solid growth.

RESTAURANT OPENINGS
TO REV UP THE JETS
Our strategic goal of repositioning our proprietary and
imported brands will be achieved through an aggressive
marketing plan with specific efforts directed at the social
networks: Wings Yúju! as the group’s reimaged brand and
Fonda Mexicana’s revamped image and new gastronomic
offerings —Sabor con Esencia de México (“Taste of Mexico”).
In terms of the imported brands, Chili’s, the best positioned
casual dining brand in Mexico, will reinforce its leadership
among 25-40 year olds.
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2,800 children benefited

Since 2005, we have donated $30.9 million
pesos to organizations that fight child
malnutrition.
Fundación CMR is a non-profit organization
that operates throughout Mexico. It joins numerous other charity organizations in fighting
child malnutrition among the needy. And it is
CMR’s commitment to Mexico.
The moral principles behind the foundation’s work are a love for and commitment to
Mexico, along with a clear sense of responsibility. Serving efficiently and transparently
are also values held by the Foundation.

ALWAYS WILLING TO HELP

13 community kitchens in
Mexico City

Fundación CMR

294,741 meals

in 2011, we provided 294,741 meals
and donated $8.0 million pesos to
the comedor Santa María food bank.

WHY CHILD MALNUTRITION?
A child’s first years are their most important development
phase, this being a time of constant changes. This means that
child nutrition is fundamental, because the consequences of
a lack of basic nutrients are irreversible.

tions for Mexican boys and girls. The foundation donated
$8.0 million pesos to the Comedor Santa María Food Bank
(www.comedorsantamaria.org.mx) in 2011, for a seven
year total of $30.9 million.

According to figures from Mexico’s Institute for Statistics, Geography and Information (Spanish acronym: INEGI), some
52 million people throughout the country live in poverty,
slightly less than one half the population. But the problem is
even more complex: 15.5% of the country’s under-fives suffer from chronic malnutrition, yet at the same time Mexico
has the highest child obesity rate in the world.

In 2011, the foundation supported 2,800 children at 13 community kitchens in Mexico City and Estado de México.

For Fundación CMR, feeding children means offering them
healthy, balanced, and complete meals in a warm environment under the best possible hygienic conditions. The ultimate aim is improved physical and intellectual development
to break the cycle of poverty as a way to transform lives.

children benefited
3,000

2,800

2,500

The foundation’s objective is clear: support programs that focus on improving child nutrition and quality of life for those
most in need. This means better opportunities in the future.
Helping institutions that focus on these programs to sustainably expand into all the nation’s poorest areas is also a goal.

Fundación CMR VALUES:

2,400

2,000
1,500
1,000
500
0

In the past year, Fundación CMR supported the providing of
294,741 meals for a seven year total of 1,448,831 food por-
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We have audited the accompanying consolidated balance
sheets of CMR, S. A. B. de C. V. and Subsidiaries (the Company)
as of December 31, 2011 and 2010, and the related consolidated
statements of operations, changes in stockholders’ equity and
cash flows for the years then ended. These financial statements
are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with the auditing
standards generally accepted in Mexico. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements
are free of material misstatement and that they are prepared
in accordance with Mexican Financial Reporting Standards. An
audit includes examining, on a test basis, evidence supporting

the amounts and disclosures in the financial statements. An
audit also includes assessing the financial reporting standards
used and significant estimates made by management, as well
as the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present
fairly, in all material respects, the financial position of CMR, S. A.
B. de C. V. and subsidiaries as of December 31, 2011 and 2010,
and the results of their operations, changes in their stockholders’
equity, and their cash flows for the years then ended, in
conformity with Mexican Financial Reporting Standards.
The accompanying consolidated financial statements have
been translated into English for the convenience of readers.

Galaz, Yamazaki, Ruiz Urquiza, S. C.
Member of Deloitte Touche Tohmatsu Limited

C. P. C. Alejandro Benjamín Díaz Munguía
April 9, 2012
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CMR, S. A. B. de C. V. and Subsidiaries
Consolidated Balance Sheets As of December 31, 2011 and 2010
(In thousands of Mexican pesos)

CMR, S. A. B. de C. V. and Subsidiaries
Consolidated Statements of Operations
For the years ended December 31, 2011 and 2010
(In thousands of Mexican pesos)
2011

2010

2011

Assets

2010

Revenues:

Current assets:

Net sales

Cash and cash equivalents

$

138,462

$

7,784

Other

73,180

41,231

1,917,077

1,809,290

550,567

518,941

Selling, general and administrative expenses

962,067

900,114

Lease of premises

252,085

222,573

Inventories

38,669

35,404

2,157

11,352

256,506

241,619

Costs and expenses:
Cost of sales

Goodwill
Other assets – Net
Total

1,760,275

8,384

59,430

Property, equipment, and leasehold improvements - Net

$

Leases

77,218

Total current assets

1,835,513

135,433

Accounts receivable – Net
Prepaid expenses

$

1,214,029

1,265,496

79,968

79,968

113,660

114,889

$ 1,664,163

$ 1,701,972

Operating expenses:

Depreciation and amortization
Liabilities and stockholders’ equity

134,143

124,945

1,348,295

1,247,632

(47,670)

(43,663)

Current liabilities:
Current portion of long-term debt

$

116,534

$

113,907

Other expenses - Net

Trade accounts payable

111,953

114,731

Accrued expenses and taxes

153,243

129,790

-

1,278

Interest income

2,512

6,066

Due to related parties

273

253

Interest expense

(20,504)

(26,683)

Total current liabilities

382,003

359,959

-

1,192

(1,897)

(1,125)

172,861

188,474

(19,889)

(20,550)

35,631

29,975

-

9,557

(49,344)

(21,496)

590,495

587,965
(9,005)

4,084

Derivative financial instruments

Comprehensive financing cost:

Effects of valuation of derivative financial instruments
Exchange fluctuation - Net

Long-term debt
Employee benefits
Deferred income taxes
Total liabilities

Loss before income taxes
Income taxes (benefit) expense

Commitments and contingencies (Notes 17 and 18)
Stockholders’ equity:
Capital stock

600,281

600,281

Additional paid-in capital

173,279

173,279

17,978

17,978

Allowance for repurchase of shares
Retained earnings

113,461

149,505

Controlling interest

904,999

941,043

Non-controlling interest

168,669

172,964

1,073,668

1,114,007

$ 1,664,163

$ 1,701,972

Total stockholders’ equity
Total
See accompanying notes to consolidated financial statements.
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Consolidated net loss

$

(40,339)

$

(25,580)

Controlling interest

$

(36,044)

$

(27,658)

Non-controlling interest

(4,295)

Consolidated net loss

$

(40,339)

2,078
$

See accompanying notes to consolidated financial statements.
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(25,580)

CMR, S. A. B. de C. V. and Subsidiaries
Consolidated Statements of Changes in Stockholders’ Equity
For the years ended December 31, 2011 and 2010
(In thousands of Mexican pesos)

additional

Balances as of January 1, 2010

$

Capital

paid-in

stock

capital

600,402

$

173,279

Allowance for
Repurchase of
Shares
$

Valuation of
Financial
Instruments

Retained
Earnings

18,228

$

172,888

$

Total
Stockholders’
Equity

Non-controlling
Interest

(1,778)

$

150,656

$

1,113,675

(130)

-

(274)

-

-

-

(404)

Replacement of own shares

9

-

24

-

-

-

33

Increase in non-controlling interest

-

-

-

-

-

20,230

20,230

Comprehensive loss

-

-

-

(27,658)

1,778

2,078

(23,802)

Effect of deferred income tax on tax consolidation

-

-

-

4,275

-

-

4,275

600,281

173,279

17,978

149,505

-

172,964

1,114,007

-

-

-

(36,044)

-

(4,295)

(40,339)

Repurchase of own shares

Balances as of December 31, 2010
Comprehensive loss
Balances as of December 31, 2011

$

600,281

$

173,279

$

17,978

$

113,461

$

-

$

168,669

$

1,073,668

See accompanying notes to consolidated financial statements.
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CMR, S. A. B. de C. V. and Subsidiaries
Consolidated Statements of Cash Flows
For the years ended December 31, 2011 and 2010
(In thousands of Mexican pesos)

CMR, S. A. B. de C. V. and Subsidiaries
Notes to Consolidated Financial Statements
For the years ended December 31, 2011 and 2010
(In thousands of Mexican pesos)
2011

Operating activities:
Loss before income taxes
Items related to investment activities:
Depreciation and amortization
Loss on sale and closing of units
Impairment of long-lived assets
Loss on financial instruments
Items related to financing activities:
Interest income
Interest expense
(Increase) decrease in:
Accounts receivable
Due from related parties
Inventories
Prepaid expenses
Other assets
Increase (decrease) in:
Trade accounts payable
Due to related parties
Accrued taxes and expenses
Income taxes paid
Employee benefits
Exclusivity contracts
Net cash provided by operating activities
Investing activities:
Purchase of fixed assets
Proceeds from sale of fixed assets
Payment of lease and franchise rights
Interest received
Net cash used in investing activities
Financing activities:
Repayment of loans received
Borrowings
Increase in non-controlling interest
Repurchase of shares
Replacement of own shares
Interest paid
Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

2010
1. Activities and relevant event

$

$

(49,344)

$

(21,496)

134,144
33,559
12,083
-

124,945
30,896
5,000
586

(2,512)
20,504
148,434

(6,066)
26,683
160,548

(17,498)
(290)
(3,265)
9,195
(1,525)

26,800
770
6,063
(5,225)
(1,540)

(2,778)
20
23,453
(552)
5,656
(8,156)
152,694

45,682
221
(75,308)
2,554
(12,518)
148,047

(126,305)
9,650
(8,910)
2,512
(123,053)

(98,303)
5,852
(4,162)
6,066
(90,547)

(126,118)
121,288
(21,782)
(26,612)
3,029
135,433
138,462

(254,421)
230,083
20,230
(404)
33
(26,683)
(31,162)
26,338
109,095
135,433

$

CMR, S. A. B. de C. V. and subsidiaries (the Company) are engaged in the operation of restaurants located in Mexico.
The commercial brands with which the Company operates in its different locations are: Wings, Fonda Mexicana, Chili’s
Grill & Bar, La Destilería, W Cocina y Pan, El Barón Rojo, Exa Live, El Lago, Del Bosque, Meridien, Vino e Cucina, Los
Almendros, La Barraca, La Calle, Sushi-Itto and Nubesiete. The Company operates the Chili’s brand under a franchise
contract and it may use such brand in its establishments located in Mexico, except in the States of México, Morelos,
Querétaro, Hidalgo, Puebla and Mexico City.
Beginning August 1, 2010, the Company receives accounting and financial services from a third party located in Morelia.
Additionally, the accounting system was changed during 2010.
2. Basis of presentation
Explanation for translation into English - The accompanying consolidated financial statements have been translated from
Spanish into English for use outside of Mexico. These consolidated financial statements are presented on the basis of
Mexican Financial Reporting Standards (“MFRS”, individually referred to as Normas de Información Financiera or “NIFs”).
Certain accounting practices applied by the Company that conform with MFRS may not conform with accounting
principles generally accepted in the country of use.
Monetary unit of the financial statements - The consolidated financial statements and notes as of December 31, 2011 and
2010 and for the years then ended include balances and transactions denominated in Mexican pesos of different purchasing
power.
a. Consolidation of financial statements - The consolidated financial statements include the financial statements of CMR,
S. A. B. de C. V. and those of its subsidiaries where it holds control. CMR’s shareholding percentage in their capital stock
is shown below:

Ownership percentage
2011 and 2010

Intermediate holdings and operating companies:
Operadora de Restaurantes CMR, S. A. de C. V. (2)
Centro Restaurantero Mexicano, S. A. de C. V. and Subsidiaries:

99.99
99.99

(2)

Restaurants:
- Círculo Restaurantero, S. A. de C. V.

99.99

- Delicias de Oriente, S. A. de C. V.

51.00

- Delicias Orange, S. A. de C. V.

99.99

See accompanying notes to consolidated financial statements.
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Real estate leasing companies:
- Inmobiliaria de Restaurantes, S. A. de C. V. (1)

99.99

- Jovar, S. A. de C. V.

99.99

(1)

- Comercial Anvar, S. A. de C. V.

99.99

- Inmobiliaria Yedy, S. A. de C. V.

99.99

Intermediate holdings and operating companies:

Ownership percentage
2011 and 2010

Conturmex, S. A. de C. V. and Subsidiaries:

99.99

Restaurants:
- Delicias Gastronómicas, S. A. de C. V.

99.99

- Especialistas en Alta Cocina, S. A. de C. V.

99.99

- Las Nuevas Delicias Gastronómicas, S. de R. L. de C. V.

50.01

Real estate leasing companies:
- Inmobiliaria Ergua, S. A. de C. V. (1)

99.99

- Goofy, S. A. de C. V.

99.99

- Inmobiliaria Wings, S. A. de C. V.

99.99

- Corporativo de Desarrollo del Bajío, S. A. de C. V.

99.99

Grupo Orraca Restaurantero, S. A. de C. V. and Subsidiaries:

99.99

Restaurants:
- Gastronómica Orraca, S. A. de C. V.

99.99

- Juárez 2301, S. A. de C. V.

99.99

- Mayo 13, S. A. de C. V.

99.99

- Nomás Como Es, S. A. de C. V.

99.99

Service companies:
- Operadora de Restaurantes Orraca, S. C.
- Franquiciatarios Optimistas, S. A. de C. V.

99.99
(1)

- Aquí Hay de Todo, S. A. de C. V.

99.99
99.99

Real estate leasing companies:
- Inmobiliaria Orraca, S. A. de C. V.

99.99

Personnel service companies:
- Personal Wings Para Servicios, S. A. de C. V.

99.99

- Operadora Wings, S. A. de C. V.

99.99

- Gastronomía Especializada, S. A. de C. V.

99.99

- Cumplir es un Placer, S. A. de C. V. (1)

99.99

- Servir es un placer, S. A. de C. V.

99.99

(1) These subsidiaries were merged on January 15, 2010 with other companies within the same group.
(2) A spin off took place on October 13, 2011, creating a new company named Operadora de Restaurantes CMR, S. A. de C. V.
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Significant intercompany balances and transactions have
been eliminated in the accompanying consolidated
financial statements.

the accompanying consolidated financial statements.
Inflation rates for the years ended December 31, 2011
and 2010 were 3.82% and 4.40%, respectively.

b. Comprehensive loss - Comprehensive loss represents
changes in stockholders’ equity during the year, for concepts other than capital contributions, reductions and
distributions, and is comprised of the net loss of the
year, plus other comprehensive income (loss) items of
the same period, which are presented directly in stockholders’ equity without affecting the statement of operations. As of December 31, 2011, there were no other
comprehensive loss items other than the net loss of the
year. As of December 31, 2010 the other comprehensive
loss items are represented by the valuation of derivative
financial instruments for hedging purposes.

		Beginning on January 1, 2008, the Company discontinued recognition of the effects of inflation in its financial statements. However, non-monetary assets and
liabilities and stockholders’ equity include the restatement effects recognized through December 31, 2007.

c. Classification of costs and expenses - Costs and expenses
presented in the consolidated statement of operations
were classified according to their function. Accordingly, cost of sales was separated from other costs and
expenses because this is the practice of the sector to
which the Company belongs.
3. Summary of significant accounting policies
The accompanying consolidated financial statements
have been prepared in conformity with MFRS, which require that management make certain estimates and use
certain assumptions that affect the amounts reported in
the financial statements and their related disclosures;
however, actual results may differ from such estimates.
The Company’s management, upon applying professional judgment, considers that estimates made and assumptions used were adequate under the circumstances. The significant accounting policies of the Company
are as follows:
a. Recognition of the effects of inflation - Since the cumulative inflation for the three fiscal years prior to those ended December 31, 2011 and 2010 was 15.19%
and 14.48%, respectively, the economic environment
may be considered non-inflationary in both years and,
consequently, no inflationary effects are recognized in

b. Cash and cash equivalents - Cash and cash equivalents
consist mainly of bank deposits in checking accounts
and short-term investments, highly liquid and easily
convertible into cash, which are subject to immaterial value change risks. Cash is stated at nominal value and cash equivalents are valued at fair value; any
fluctuations in value are recognized in comprehensive
financing (cost) income of the period. Cash equivalents represent daily investments of excess cash with
immediate availability. Restricted cash refers to money
placed in a trust to guarantee the payment of interest
on the long-term debt; therefore, the restriction will
conclude once the liability is settled.
c. Inventories and cost of sales - Inventories are stated at
the lower of cost or realizable value, using the average
cost method. Due to their high turnover inventories,
average cost is similar to replacement value.
d. Property, equipment and leasehold improvements 		
Property, equipment and leasehold improvements are
recorded at acquisition cost. Balances from acquisitions made through December 31, 2007 were restated
for the effects of inflation by applying factors derived
from the NCPI through that date. Depreciation is calculated using the straight-line method based on the
total estimated useful lives of the assets, as follows:
%
2
4-10
4-20
25
25

Buildings and construction
Leasehold improvements
Furniture and equipment
Computers
Vehicles
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e. Impairment of long-lived assets in use - The Company
reviews the carrying amounts of long-lived assets in
use when an impairment indicator suggests that such
amounts might not be recoverable, considering the
greater of the present value of future net cash flows
or the net sales price upon disposal. Impairment is recorded when the carrying amounts exceed the greater
of the aforementioned amounts. Impairment indicators considered for these purposes are, among others,
operating losses or negative cash flows in the period if
they are combined with a history or projection of losses, depreciation and amortization charged to results,
which in percentage terms in relation to revenues are
substantially higher than that of previous years, obsolescence, reduction in the demand of services rendered, competition and other legal and economic factors.
		 During 2011 and 2010, the Company identified that
some units which operate some of its restaurants
showed negative cash flows; consequently, the Company recognized impairment of 12,083 and $5,000,
respectively, with a charge to results.
f. Derivative ﬁnancial instruments - The Company obtains
financing under different conditions. If the rate is variable, interest rate swaps are entered into to reduce
exposure to the risk of rate volatility, thus converting
the interest payment profile from variable to fixed.
		 As of December 31, 2010, while certain derivative financial instruments are contracted for hedging from
an economic point of view, they are not designated
as hedges because they do not meet all of the requirements and are instead classified as held-for-trading
for accounting purposes. Changes in fair value are recognized as a component of comprehensive financing
loss.

sition. Through December 31, 2007, it was restated for
the effects of inflation using the NCPI. Goodwill is not
amortized and is subject to impairment tests at least
once a year.
h. Other assets - The payments for leasing and franchise
rights were restated for the effects of inflation through
December 31, 2007, and are amortized based on the
straight-line method over 20 years. Costs incurred in
the development phase that meet certain requirements and that the Company has determined will have
future economic benefits are capitalized and amortized based on the straight-line method over five years.
Disbursements that do not meet such requirements,
as well as research costs, are recorded in results of the
period in which they are incurred. Intangible assets
with indefinite lives, such as brands are not amortized because they can be renewed at a reduced cost;
however, their value, which includes restatement for
the effects of inflation through December 31, 2007, is
subject to impairment tests. Preoperating costs are recorded directly to results of the period in which they
are incurred.
i. Provisions - Provisions are recognized for current obligations that arise from a past event, that are probable
to result in the use of economic resources, and that
can be reasonably estimated.
j. Direct employee benefits - Direct employee benefits are
calculated based on the services rendered by employees, considering their most recent salaries. The liability is recognized as it accrues. These benefits include
mainly statutory employee profit sharing (PTU) payable, compensated absences, such as vacation and
vacation premiums, and incentives.

		 As of December 31, 2010, the liability for interest rate
swaps was $1,278. As of December 31, 2011 there are
no liabilities for derivative financial instruments.
g. Goodwill - Represents the excess of cost over the fair
value of the subsidiary shares, as of the date of acqui-

l. Statutory employee profit sharing (PTU) - PTU is recorded
in the results of the year in which it is incurred un-
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n. Foreign currency transactions - Foreign currency transactions are recorded at the applicable exchange rate in
effect at the transaction date. Monetary assets and liabilities denominated in foreign currency are translated
into Mexican pesos at the applicable exchange rate in
effect at the balance sheet date. Exchange fluctuations
are recorded as a component of net comprehensive
financing cost in the consolidated statements of operations.

m. Income taxes - Income tax (ISR) and the Business Flat
Tax (IETU) are recorded in the results of the year they
are incurred. To recognize deferred income taxes,
based on its financial projections, the Company determines whether it expects to incur ISR or IETU and,
accordingly, recognizes deferred taxes based on the
tax it expects to pay. Deferred taxes are calculated by
applying the corresponding tax rate to temporary differences resulting from comparing the accounting and
tax bases of assets and liabilities and including, if any,
future benefits from tax loss carryforwards and certain
tax credits. Deferred tax assets are recorded only when
there is a high probability of recovery.

o. Revenue recognition - Revenues from the sale of food
and beverages are recognized when the Company serves them at its restaurants and the customers consume
them. Revenues from the provision of leasing services
are recognized in the period in which the service is
provided.

		 Tax on assets (IMPAC) paid through 2007 that is expected to be recovered is recorded as a tax credit and is
presented in the balance sheet under deferred taxes.

p. Loss per share - Basic loss per common share is calculated by dividing the consolidated net loss attributable to
controlling interests by the weighted average number
of common shares outstanding during the year. Diluted loss per share is determined by adjusting the net
loss attributable to controlling interests and common
shares on the assumption that the Company’s commitments to issue or exchange its own shares would
be fulfilled.

4. Cash and cash equivalents
2011
Cash and bank deposits

$

2010

38,152

$

109,675

Cash equivalents:
k. Employee benefits from termination, retirement and other Liabilities from seniority premiums and severance payments are recognized as they accrue and are calculated by independent actuaries based on the projected
unit credit method using nominal interest rates.
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der other income and expenses in the accompanying
consolidated statements of operations. Deferred PTU
is derived from temporary differences that result from
comparing the accounting and tax bases of assets and
liabilities and is recognized only when it can be reasonably assumed that such difference will generate a
liability or benefit and there is no indication that circumstances will change in such a way that the liabilities will not be paid or benefits will not be realized.

Money market

67,303

1,770

Restricted cash

33,007

23,988

$
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5. Accounts receivable
2011
Trade accounts receivable

$

Allowance for doubtful accounts
Officers and employees
Recoverable taxes - mainly recoverable ISR and payroll tax
Due from related parties
Other
$

As of
December 31,
2010

2010

46,179

$

34,724

(991)

(991)

45,188

33,733

1,246

993

27,673

19,764

290

-

2,821

4,940

77,218

$

59,430

Writeoffs or
Retirement

Additions

2011
Impairment

Depreciation:
Buildings and construction

$

(43,590)

$

(962)

$

-

$

-

$

(44,552)

Leasehold improvements

(402,754)

(54,073)

13,161

(12,083)

(455,749)

Furniture and equipment

(272,511)

(52,427)

9,375

-

(315,563)

(40,203)

(10,101)

1,012

-

(49,292)

Computers
Vehicles
Accumulated depreciation
Net investment

(14,041)

(4,916)

721

-

(18,236)

(773,099)

(122,479)

24,269

(12,083)

(883,392)

(12,083)

$ 1,214,029

$ 1,265,496

$

3,826

$

(43,210)

$

6. Inventories
2011
Food

$

As of
December 31,
2009

2010

30,445

$

26,373

Writeoffs or
Retirement

Additions

Impairment

As of
December 31,
2010

Beverages

6,641

7,619

Investment:

Sundry supplies

1,583

1,412

Buildings and construction

35,404

Leasehold improvements

1,062,545

14,474

(20,053)

-

1,056,966

Furniture and equipment

599,116

42,255

(29,228)

-

612,143

Computers

58,816

4,481

(2,056)

-

61,241

Vehicles

22,460

12,378

(9,882)

-

24,956

172,004

-

-

-

172,004

$

38,669

$

7. Property, equipment and leasehold improvements

$

Land
The reconciliation of the beginning and ending book balances as of December 31, is as follows:

Construction in progress
Total investments

As of
December 31,
2010

Writeoffs or
Retirement

Additions

2011
Impairment

Buildings and construction

$

82,268

$

-

$

-

$

-

$

82,268

Leasehold improvements

1,056,966

47,724

(41,131)

-

1,063,559

Furniture and equipment

612,143

53,400

(19,618)

-

645,925

Computers

61,241

6,166

(2,953)

-

64,454

Vehicles

24,956

7,300

(2,666)

-

29,590

172,004

-

-

-

172,004

29,017

11,715

(1,111)

-

39,621

-

$ 2,097,421

Land
Construction in progress
Total investments

$ 2,038,595

$

126,305

$

(67,479)

$

$

4,846

544

$

24,171

-

$

-

-

$

82,268

-

29,017

$ 2,001,511

$

98,303

$

(61,219)

$

-

$ 2,038,595

$

$

(452)

$

-

$

-

$

Depreciation:
Buildings and construction

Investment:

81,724

(43,138)

(43,590)

Leasehold improvements

(354,865)

(58,762)

15,873

(5,000)

(402,754)

Furniture and equipment

(235,403)

(41,557)

4,449

-

(272,511)

Computers

(31,041)

(11,637)

2,475

-

(40,203)

Vehicles

(12,962)

(4,289)

3,210

-

(14,041)

(677,409)

(116,697)

26,007

(5,000)

(773,099)

(5,000)

$ 1,265,496

Accumulated depreciation
and amortization
Net investment

$ 1,324,102

$

(18,394)

$

(35,212)

$

Buildings and construction include $52,301 and $53,580 in 2011 and 2010, respectively, of property leased mainly to affiliated
companies.
The Wings Fray Servando’s property was given in warranty for the loan obtained during 2011 with Banco Regional de Monterrey,
S. A. None of the Company’s property was pledged as collateral under its long-term bank debt in 2010; however, four of the
group’s operating companies have a joint obligation with the parent company as guarantors of such debt.
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8. Other assets
2011
Key monies on lease contracts and development expenses

$

90,303

2010
$

24,718

24,718

Franchises and trademark rights

25,194

16,934

Guarantee deposits

25,617

24,092

165,832

149,516

(52,172)
$

113,660

114,889

6,316

14,737

-

38,500

102,385

97,083

Banco HSBC México, S. A. – Unsecured loan in Mexican pesos payable in 20
quarterly installments. The loan was obtained in one installment, as follows:
• $70,000 bearing interest at TIIE plus 2.6%. (7.39% and 7.48% as of December
31, 2011 and 2010).

9. Long-term debt
2011

2010

This loan is guaranteed by three subsidiaries as joint obligors: Especialistas en
Alta Cocina, S. A. de C. V., Círculo Restaurantero, S. A. de C. V., and Delicias
Gastronómicas, S. A. de C. V.
Banco HSBC México, S. A. – Unsecured loan in Mexican pesos payable in 12
quarterly installments. The loan was obtained in two installments, as follows:

Banco HSBC México, S. A. – Unsecured loan in Mexican pesos payable in 20
quarterly payments. The loan was obtained in three installments, as follows:

• $35,000 bearing interest at TIIE plus 2.6 %. (7.52% as of December 31,
2010).

• $30,000 bearing interest at the Mexican Interbank Equilibrium Offered
rate (TIIE) plus 0.6 %. (5.39% and 5.48% as of December 31, 2011 and 2010,
respectively).

• $85,000 bearing interest at TIIE plus 2.6 pts. (7.39% and 7.48% as of December
31, 2011 and 2010).

• $60,000 bearing interest at TIIE plus 0.6 %. (5.39% and 5.48% as of December
31, 2011 and 2010, respectively).

This loan is guaranteed by three subsidiaries as joint obligors: Especialistas en
Alta Cocina, S. A. de C. V., Círculo Restaurantero, S. A. de C. V., and Delicias
Gastronómicas, S. A. de C. V.

• $170,000 bearing interest at TIIE plus 0.6 % (5.39% and 5.48% as of December
31, 2011 and 2010, respectively).

Banco HSBC México, S. A. - Unsecured loan in Mexican pesos payable in 19
quarterly payments. The loan was obtained in one installment, as follows:

This loan is guaranteed by three subsidiaries:
Especialistas en Alta Cocina, S. A. de C. V., Círculo Restaurantero, S. A. de C.
V., and Delicias Gastronómicas, S. A. de C. V. and a subsidiary as guarantor:
Corporativo de Alimentos del Bajío, S. A. de C. V.

(34,627)
$

Franchises refer to payments for the acquisition of the rights of the Chili’s and Sushi-Itto franchises.

This loan is guaranteed by three subsidiaries:
Especialistas en Alta Cocina, S. A. de C. V., Círculo Restaurantero, S. A. de C.
V., and Delicias Gastronómicas, S. A. de C. V. and a subsidiary as guarantor:
Corporativo de Alimentos del Bajío, S. A. de C. V.

2010

83,772

Trademarks

Accumulated amortization

2011

$

34,500

$

86,500

On October 18, 2010, the Company was able to restructure the balance as of that
date of $97,083 to mature on February 2, 2014 through 17 quarterly payments of
$5,711, with the same interest rates as the original contract.
On December 26, 2011, the Company was able to restructure the balance as
of that date of $102,385 to mature on December 23, 2016 through 54 monthly
payments of $1,893, bearing interest at TIIE plus 2.25% (7.29% as of December
31, 2011).

• $40,000 bearing interest at TIIE plus 0.6 %. (5.39% and 5.48% as of December
31, 2011 and 2010, respectively).
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2011

2010

2011

Banco BBVA Bancomer, S. A. – Unsecured loan in Mexican pesos payable in 12
quarterly installments. The loan was obtained in two installments, as follows:

HSBC México, S. A. – Unsecured loan in Mexican pesos payable in 84 monthly
installments. The loan was obtained in one installment, as follows:

• $30,000 bearing interest at TIIE plus 3.5 pts. (8.29% and 8.38% as of December
31, 2011 and 2010, respectively).

• $7,000 bearing interest at TIIE plus 2.25 pts. (7.04% as of December 31,
2011).

• $42,000 bearing interest at TIIE plus 3.5 pts. (8.29% and 8.38% as of December
31, 2011 and 2010, respectively).
These loans are guaranteed by two subsidiaries as joint obligors: Comercial
Anvar, S. A. de C. V. and Inmobiliaria Wings, S. A. de C. V.

This loan is guaranteed by one subsidiary as joint obligor: Conturmex, S. A. de
C. V.
34,000

42,000

IXE Banco, S. A. – Unsecured loan in Mexican pesos payable in 1 installment. The
loan was obtained in one installment, as follows:

Deferred revenues from exclusivity rights

7,000

-

273,989

278,820

15,406

23,561

289,395

302,381

108,252

105,264

8,282

8,643

116,534

113,907

Less – Current portion:
Bank loans
Deferred revenues on exclusivity rights

• $44,288 bearing interest at TIIE plus 4 pts. (8.79% as of December 31,
2011).

2010

19,788

-

$

172,861

$

188,474

Banco Regional de Monterrey, S. A. – Unsecured loan in Mexican pesos payable in
28 quarterly installments. The loan was obtained in one installment, as follows:
• $50,000 bearing interest at TIIE plus 3 pts. (7.79% as of December 31,
2011).
This loan is guaranteed by four subsidiaries as joint obligors: Comercial Anvar, S.
A. de C. V., Especialistas en Alta Cocina, S. A. de C. V.; Delicias Gastronómicas, S.
A. de C. V. y Círculo Restaurantero, S. A. de C. V.

50,000

-

As of December 31, 2011, long-term debt excluding realizable revenues on exclusivity rights matures as follows:

HSBC México, S. A. – Unsecured loan in Mexican pesos payable in 1 installment.
The loan was obtained in one installment, as follows:
• $20,000 bearing interest at TIIE plus 2.25 pts. (7.29% as of December 31,
2011).

The restrictive clauses of the loan agreements establish
certain affirmative and negative covenants for the borrowers. Similarly, they require the Company to maintain,
based on the consolidated financial statements, certain
financial ratios. As of December 31, 2011 and 2010, the
Company complied with the covenants established in
the loan contracts.

				
20,000

-

Year
2013

Amount
$

38,863

2014

38,863

2015

38,863

2016

32,863

2017

8,143

2018

8,142
$

10. Employee benefits
Net period cost for obligations resulting from the
pension plan and seniority premiums was $8,016 and
$24,629 in 2011 and 2010, respectively. Other disclosures required under financial reporting standards are
not considered material.

11. Stockholders’ equity
a. Common stock consists of nominative, no-par value
shares. As of December 31, 2011 and 2010 there are
247,203,314, Series “B” shares. Variable stock must not
exceed ten times the minimum fixed portion of common stock.
b. As of December 31 2011, and 2010, the number of
treasury shares was 6,838,828.

165,737
c. The agreements reached at Stockholders’ meetings
are as follows:
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		 i. During a Stockholders’ Ordinary General Meeting held on November 4, 2010, the stockholders agreed to increase
non-controlling interest by $20,000.

b. Transactions in thousands of US dollars were as follows:
2011

		 ii. During a Stockholders’ Extraordinary General Meeting held on August 24, 2010, the stockholders agreed to increase
non-controlling interest by $230.
d. Retained earnings include the statutory legal reserve. The General Corporate Law requires that at least 5% of net income
of the year be transferred to the legal reserve until the reserve equals 20% of capital stock at par value. The legal reserve
may be capitalized but may not be distributed unless the entity is dissolved. The legal reserve must be replenished if it
is reduced for any reason.
e. Stockholders’ equity, except for restated paid-in capital and tax retained earnings will be subject to ISR payable by the
Company at the rate in effect upon distribution. Any tax paid on such distribution may be credited against annual and
estimated ISR of the year in which the tax on dividends is paid and the following two fiscal years.

2011
Consolidated contributed capital account

$

Consolidated net tax income account
Total

General expenses

1,129

394

Royalties

2,299

2,208

958

1,004

Leases

c. The exchange rates in Mexican pesos, in effect at the consolidated balance sheet date and the date of issuance
were as follows:
December 31
2011
US dollar

f. The balances of the stockholders’ equity tax accounts as of December 31, are:

681,641

2010
$

2010

$

April 9

2010

13.98

$

2012

12.37

$

12.82

13. Transactions with related parties

656,624

703,078

709,941

$ 1,384,719

$ 1,366,565

a. Transactions with related parties carried out in the ordinary course of business were as follows:
2011

		 As noted above, the total balance of the stockholders’ equity tax accounts is greater than stockholders’ equity per the
accompanying balance sheet.

2010

Revenues:
MVS Televisión, S. A. de C. V.
Lease

$

-

$

1,481

MVS Multivisión, S. A. de C. V.
Lease

260

-

780

32,814

28,487

153

-

5,856

5,463

Stereorey Monterrey, S. A. de C. V.

12. Foreign currency balances and transactions

Lease

a. As of December 31, the monetary position in thousands of US dollars is as follows:

Expenses:
2011

Brinker International Inc.

2010

Monetary assets

278

562

Monetary liabilities

(641)

(470)

(Short) long position

(363)

92

Equivalent in thousands of Mexican pesos

-

$

(5,074)

$

Royalties
Empresas Grupo los Almendros, S. A. de C. V. Royalties
Guajardo Tijerina Elsa Gabriela
Royalties

1,138
b. The Company paid fees to the members of the Board of Directors of $1,050 in 2011 and $1,143 in 2010.
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c. Employee benefits granted to Company’s key and/or senior management were $39,703 and $28,741 in 2011 and
2010, respectively.

a. Income taxes are as follows:
2011

2010

ISR:

14. Other expenses

Current
Deferred

a. Other expenses are as follows:
2011
Loss on sale and closing of units

$

$

Impairment of long-lived assets

2010

(33,559)

$

(5,000)

(2,028)

(2,400)

Reorganization expenses, mainly severance payments

-

(17,894)

Other income

-

12,527

$

(47,670)

$

$

$

72,165

4,851

(81,722)

(767)

(9,005)

$

15. Income taxes
The Company is subject to ISR and IETU.
The ISR rate is 30% for 2011 and 2010; it will be 30% for
2012, 29% for 2013, and 28% for 2014. The Company
pays ISR, together with subsidiaries on a consolidated
basis, beginning in fiscal year 1999.
On December 7, 2009, amendments to the ISR Law were
published, to become effective beginning in 2010. These
amendments state that: a) ISR relating to tax consolidation benefits obtained from 1999 through 2004 should
be paid in installments beginning in 2010 through 2014,
and b) ISR relating to tax benefits obtained in the 2005
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4,084

(43,663)

		 The effective ISR rates in 2011 and 2010 differ from the legal rate, mainly due to certain permanent differences such as
non-deductible expenses and the inﬂation effects.
b. The main items that give rise to an ISR liability are:
2011

b. The Company did not record deferred PTU assets
due to the small likelihood of realization of the related items; therefore, the Company recognized a valuation allowance over such assets, which as of December 2011 and 2010, totaled $6,096 and $4,852,
respectively.

-

(30,896)

(12,083)

Employee profit sharing

Change in valuation allowance for unrecoverable deferred
tax asset and the benefit for loss carryforwards

552

tax consolidation and thereafter, should be paid during
the sixth through the tenth year after that in which the
benefit was obtained. Payment of ISR in connection with
tax consolidation benefits obtained from 1982 (tax consolidation starting year) through 1998 may be required in
those cases provided by law.
IETU - Revenues, as well as deductions and certain tax
credits, are determined based on cash flows of each fiscal year. Beginning in 2010, the IETU rate is 17.5%. The
Asset Tax (IMPAC) Law was repealed upon enactment of
the IETU Law; however, under certain circumstances, IMPAC paid in the ten years prior to the year in which ISR
is paid for the first time, may be recovered, according to
the terms of the law. In addition, as opposed to ISR, the
parent and its subsidiaries will incur IETU on an individual basis.

2010

Deferred ISR asset:
Effect of tax loss carryforwards

$

Allowance for doubtful accounts

121,229

$

35,569

297

297

1,560

2,651

Employee benefits

10,689

11,165

Deferred revenues

4,622

7,068

Amortized goodwill

8,786

8,786

33,849

21,497

-

4,840

181,032

91,873

(100,204)

(100,692)

(647)

(738)

(100,851)

(101,430)

41,843

40,302

Advances from customers

Accrued liabilities
Other
Deferred ISR asset
Deferred ISR liability:
Property, equipment and leasehold improvements
Other
Deferred ISR liability
Recoverable IMPAC paid
Valuation allowance for unrecoverable deferred tax asset

(122,024)

Total liability

$

-

(40,302)
$

(9,557)

Income tax incurred will be the higher of ISR and IETU.
Based on its financial projections and according to INIF
8, Effects of the Business Flat Tax, the Company determined that it will basically pay ISR. Therefore, it only recognizes deferred ISR.

c. To determine deferred ISR at December 31, 2011, the Company applied the applicable tax rates to temporary differences based on their estimated reversal dates. The result from applying different rates is presented in the caption tax effect
due to tax rate changes.
d. Due to an improvement in the circumstances used to assess the recovery of IMPAC paid and the benefit of tax loss
carryforwards, in 2011 the valuation allowance for recoverable IMPAC and the recoverable benefit of tax loss carryforwards was increased for $3,718 and charged to current earnings.
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e. The benefits of restated tax loss carryforwards and recoverable IMPAC for which the deferred ISR asset has been recognized, can be recovered subject to certain conditions. Restated amounts and expiration dates are as follows:

Year generated
2003

Tax loss
carryforwards

Recoverable
IMPAC

$

$

405

Year of expiration

-

2013

2004

5,863

9,961

2014

2005

12,127

19,418

2015

2006

1,506

4,921

2016

2007

25,307

7,543

2017

2008

17,399

-

2018

2009

20,870

-

2019

2010

31,857

-

2020

2011

317,628

-

2021

$

432,962

$

41,843

Year ending December 31
2012

Amount
$

231,969

2013

204,741

2014

203,191

2015

170,007

2016

137,100

Thereafter until 2021

227,282
$ 1,174,290

b. The Company has entered into a five-year concession agreement executed with the Instituto Nacional
de Antropología e Historia, beginning November 1,
1999. At the date of issuance of these consolidated
financial statements, the Company is negotiating
the renewal of this contract. The Company pays a
monthly fee of 8% of gross revenues.
c. The Company has entered into an administrative
contract for the occupancy and use of a federal area
of the premises located in the Juárez Hospital in
Mexico City, effective through September 19, 2014.
The monthly consideration is $135.

16. Loss per share
Loss per common share is as follows:

2011
Loss per share (figures in Mexican pesos)

$

(0.1614)

Weighted average of outstanding shares

249,862,442

2010
$

(0.1217)

247,203,314

17. Commitments
a. The Company leases the premises in which some of its restaurants are located. Most of the agreements set a determined rental payment amount at the beginning of the contract, which increases based on the NCPI, and a variable
amount which is paid based on a fixed percentage of the total sales of the lessee.
		Based on their expiration dates and without considering their renewal, lease agreements establish the following minimum lease payments:

d. The Company entered into administrative contracts
for the occupancy and use of a federal area of the
premises leased from Aeropuertos y Servicios Auxiliares (Chihuahua, Guadalajara, México, Hermosillo,
Monterrey and Los Cabos). The leases are paid based
on a fixed amount set at the beginning of the contract, which is annually increased according to the
NCPI or a percentage of gross revenues which ranges from 12% to 23.6 %. The contracts for Guadalajara are effective through July 15, 2020, for Chihuahua
through August 2011, Mexico City through November 30, 2015 and June 2011, for Chihuahua through
January 31, 2011, for Monterrey through September
30, 2014 and August 31, 2016, and through November 10, 2004 for Hermosillo, with a three-year duration. For contracts that expire this year, the Company
is in the process of renegotiation.
e. The Company entered into administrative contracts
for the occupancy and use of a federal area of the
premises leased from Aeropuerto Internacional de

- 68 -

ready for ta k e o f f

la Ciudad de México Terminal II. The leases are paid
based on a fixed amount set at the beginning of the
contract, which is annually increased according to
the NCPI or a percentage of gross revenues which
ranges from 23% to 25.1 %. These contracts are in
effect for four years as of June 12, 2007. As of the
date of these consolidated financial statements, renewal of the agreement is being negotiated.
f. The Company entered into an administrative permit granted by the Mexico City Government for the
commercial exploitation of the facilities located in
the second section of the Bosque de Chapultepec,
which is effective through December 31, 2013. The
lease is $345 per month, plus maintenance expenses of approximately $70 per month, and parking
expenses of $31 per month, which are set at the
beginning of the contract and annually increased
according to the NCPI.
g. The Company received a revocable administrative
permit granted by the Instituto Mexicano del Seguro Social to temporarily use the premises located
in the Centro Médico Siglo XXI, which is effective
through December 31, 2012. The monthly consideration is $273 and is determined at the beginning of
the contract.
h. The Mexico City Government, through the Department of the Environment, has granted the
Company the temporary use and enjoyment, in exchange for certain consideration, of the Meridiem
Chapultepec Restaurant, effective through July 31,
2012. The monthly consideration is $235 plus parking expenses of $28, which are determined at the
beginning of the contract.
i. The expenses for the items discussed above were
$241,501 in 2011 and $211,924 in 2010. The Mexico City Government, through the Department of the
Environment, has granted the Company the temporary use and enjoyment, in exchange for certain
consideration, of the Restaurante Café del Bosque,
effective through June 30, 2018. The monthly consi-
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deration is $181 plus parking expenses of $61, which
are determined at the beginning of the contract.

18. Contingencies
a. Tax differences may arise in regard to transactions with
related parties if the tax authority, upon reviewing these transactions, believes that the prices and amounts
used by the Company are not equivalent to those that
would be used with independent parties in comparable transactions. As of the date of issuance of the consolidated financial statements, the Company is preparing a transfer pricing study for these transactions.
b. Neither the Company nor its assets are subject to any
legal action other than those that arise in the normal
course of business.

prepare and disclose their financial information according to International Financial Reporting Standards
(IFRS), issued by the International Accounting Standards Board (IASB).
The consolidated financial statements for the year ending December 31, 2012 to be issued by the Company
will be its first annual financial statements that comply
with IFRS. The transition date is January 1, 2011 and,
therefore, the year ended December 31, 2011 will be
the comparative period established by IFRS 1, First-Time
Adoption of International Financial Reporting Standards.
According to IFRS 1, the Company will apply the relevant mandatory exceptions and certain optional
exemptions to the retroactive application of IFRS.
The Company will apply the relevant mandatory exceptions to the retroactive application of IFRS as follows:

.

19. Segment information
The Company operates two business segments: restaurants and leasing of real estate. However, the financial
information is not presented by segments because the
leasing segment represents less than 10% of revenues
and assets at consolidated level in each of the years presented.
The Company operates in only one geographical segment as its restaurants and buildings are all located in
Mexico.

20. Effects of adopting International
Financial Reporting Standards
The National Banking and Securities Commission
(CNBV) requires certain entities that disclose their financial information to the public through the Mexican
Stock Exchange, that beginning in 2012, they must
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Calculation of estimates - Estimates at the date of
transition are consistent with estimates at the same
date under Mexican Financial Reporting Standards
(MFRS), unless there is evidence of error in these estimates.
		
Cancellation and transfer of financial assets and liabilities - Financial assets and liabilities that were cancelled prior to January 1, 2004 are not recognized,
unless:
		 - The Company decides to recognize them; and
		 - The information required to apply the criteria for
the cancellation of financial assets and liabilities according to IFRS has been gathered at the time of the
initial recording of transactions.

The Company chose the following optional exemptions
to the retroactive application as follows:

		
Business combinations - The business combinations
exemption will be applied; therefore, no reformulations have been made to business combinations that
took place before the date of transition.
		
Share-based payment transactions - The share-based
payment exemption will be applied; therefore, IFRS
will not be applied to those options (settled with equity instruments) that were granted before November 7,
2002 and/or after that date, and transferred before the
date of transition.
		
Assumed cost - The assumed cost exemption will be
applied; therefore, the Company has opted for using
the fair value as of the date of transition as assumed
cost for certain property, plant and equipment.

the economy of the currency in which the Company’s
transactions are recorded is considered hyperinflationary. The Mexican economy ceased to be hyperinflationary in 1999 and, as a result, the inflationary effects
recognized by the Company through December 31,
2007 under MFRS were reversed, representing a decrease in retained earnings.
		 Investment property - IFRS allow valuing investment
properties under the fair value model or cost model;
MFRS only allow using the cost method. The Company initially decided to adopt the fair value model.
As of the date of these consolidated financial statements, the Company is in the process of determining
the fair value of investment property as of the date of
transition, and thereafter.

		
Employee benefits - The employee benefits exemption

		 Employee benefits - According to IFRS, the severance
payment provision is not recognized until the Company is capable of evidencing its commitment to end
the relationship with the employee or has made him/
her an offer to encourage voluntary retirement. Therefore, the liability recorded according to MFRS was
eliminated. Also, IFRS does not allow recognition of
deferred PTU assets or liabilities; so, the $4,852 liability recorded according to MFRS was eliminated as
well.

will be applied; therefore, all actuarial gains (losses) cumulative as of the date of transition are recognized.

		 Deferred taxes - According to IFRS, deferred taxes were

		
Leases - The lease exemption will be applied; therefore,
the Company determined whether an agreement in
effect at the date of transition contains a lease based
on facts and circumstances existing as of that date.

		
Cumulative differences of the effect of translation - The
exemption to cumulative differences of the effect of
translation will be applied; therefore, the translation
effect at the date of transition is adjusted to zero.

recalculated using the book values of assets and liabilities as adjusted according to IFRS, which resulted
in a reduction in retained earnings, as of the date of
transition.
		 Other differences in presentation and disclosures in the

Hedge accounting - Hedge accounting will be applied
only if the hedge relationship meets the criteria established by IFRS as of the date of transition.

Below is a summary of the main differences the Company has identified in its transition from MFRS to IFRS as
of the date of these consolidated financial statements, as
well as an estimate of their most significant effects:

Non-controlling interests - Certain requirements to recognize and present non-controlling interests will be
applied prospectively as of the date of transition.

		
Effects of inflation - According to IFRS, inflationary
effects are recognized in the financial statements when

financial statements - IFRS disclosure requirements
are, generally, wider in scope than those of MFRS.
This may result in a larger number of disclosures regarding accounting policies, significant judgments
and estimates; financial instruments and risk management, among others. In addition, there may be differences in presentation, for example, IFRS require
a statement of comprehensive income that is not
required under MFRS.

cmr

|

annual report

2011

- 71 -

The information contained in this Note has been prepared in accordance with the standards and interpretations issued and in effect, or issued and adopted in advance of the date of preparation of these consolidated
financial statements. Standards and interpretations that
will be applicable as of December 31, 2012, including
those that may be applied optionally, are not known
with certainty at the time of preparation of the consolidated financial statements as of December 31, 2011
and 2010. In addition, the accounting policies selected
by the Company could be modified as a consequence
of changes in the economic environment or industry
trends that occur after the issuance of these consolidated financial statements. The information contained in
this Note is not intended to comply with IFRS, as only
a group of financial statements that includes the statements of financial position, comprehensive income,
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changes in stockholders’ equity and cash flows, along
with comparative information and explanatory notes,
can provide an appropriate presentation of the financial position of the Company, the result of its operations
and its cash flows in accordance with IFRS.

21. Financial statement issuance authorization
On April 9, 2012, the issuance of the consolidated financial statements was authorized by Lic. Jorge González
Henrichsen, Finance Vice-president. These consolidated financial statements are subject to the approval at
the Stockholders’ Ordinary General Meeting, where they
may be modified based on provisions set forth in the
Mexican General Corporate Law.
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