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MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED INFORMATIVE SUMMARY
AS OF MARCH 31, 2012
(in thousands of Argentine pesos)

1. BRIEF COMMENT ON THE COMPANY’S ACTIVITIES (*)

As already stated in our previous Summary Repant,eeonomic results and cash generation for the
first quarter of 2012 were negatively affected ¢asing the same period of 2011) by a negative
seasonal pattern in sales. However, it should lr@gubout that we have a positive trend in oursale
when compared with the same period of the precegleay — especially in the cheese segment.
Unfortunately increases in costs (mainly labor arahsportation) had a negative impact on our
results, more than compensating the effect onntrease in sales.

2. CONSOLIDATED FINANCIAL POSITION

3/31/2012 3/31/2011
(in thousand pesos)
Current assets 1,478,072 1,214,545
Non-current assets 1,511,316 1,490,836
TOTAL 2,989,388 2,705,381
Current liabilities 1,136,109 816,305
Non-current liabilities 1,078,648 1,103,474
TOTAL 2,214,757 1,919,779
Equity attributable to owner of the
Company 774,621 785,592
Non-controlling interests 10 10
TOTAL EQUITY 774,631 785,602
TOTAL LIABILITIES AND EQUITY 2,989,388 2,705,381

3. CONSOLIDATED STATEMENTS OF OPERATIONS

3/31/2012 3/31/2011
Operational results - income 1,391 1,165
Investment income, financial cost and foreign extfeadifferences (45,752) (44,956)
Other gains and losses 5,490 422
Loss before taxes (38,871) (43,369)
Income tax and alternative minimum income tax 8,152 11,486
NET LOSS FOR THE PERIOD (30,719) (31,883)
Other comprehensive income 3,702 3,838
TOTAL COMPREHENSIVE LOSS FOR THE PERIOD (27,017) (28,045)

4. PRODUCTION AND SALES VOLUME (*)

ACUMULATED SALES

3/31/2012 3/31/2011
(in thousand liters of milk)
Domestic market 378,945 350,732
Foreign market 56,494 58,138
Total 435,439 408,870

The production volumes are similar to sales voluehas to the perishable nature of marketed
products.



RATIOS

3/31/2012 3/31/2011
Current assets to current liabilities 1.30 1.49
Shareholders’ equity to total liabilities 0.35 0.41
Non-current assets to total assets 0.51 0.55

OUTLOOK (*)

As indicated before, results for the first quaér2012 were affected by a negative seasonal
pattern in our sales, with volumes that, althougjnér than those of the same period of 2011, are
below the average expected for the rest of the.ydaw, entering in other periods with a
different seasonality, an improvement in results ba expected. However, we believe that such
improvement will take place gradually (among otheaisons, due to the current situation in the
international markets referred to below) with d fimpact during the second half of the year.

As of today, since the end of the first quarter26l2, there was a further deterioration in the
international markets, in a trend already seenesiti@ end of 2011, with significant price
reductions. We believe that the impact of suchasiibm on our results will be relatively modest,
given the fact that most of our sales are madéénArgentine and Brazilian domestic markets
(which are not directly affected by such developtaeas well as due the stabilization in the price

of raw milk.

We sustain our optimistic long term view for thetee. However, the negative developments of
the international markets are inducing us to belithat, unless there is shortly a change in the
trend, there are some threats to take in considarat

CALCULATION OF THE EBITDA OF THE COMPANY  (*)

A calculation of EBITDA (according to its definitiounder the terms of the agreement of the debt
refinancing of May 2010) (“ContractugEBITDA”) for the three-month periods ended March
31, 2012 and 2011 is included below. This calcafats presented only to be used as guidance by
holders and any other interested parties. The ledion, which is stated in thousands of pesos,
should be considered an estimate subject to adgmgsnand not to be an indication, either explicit
or implicit, of the Contractual EBITDA amount fdre future.



3/31/2012

3/31/2011

3 months (1.1.2012
to 3.31.2012)

3 months (1.1.2011
to 3.31.2011)

1 Net loss for the period (30,719) (31,883)
2 Income tax and alternative minimum income tax ,15%8) (11,486)
3 Amortization
Amortization of intangible assets 186 207
4  Depreciation 25,530 30,592
Depreciation of property, plant and equipment 28,4 30,591
Depreciation of investment property 42 1
5 Fixed charges 34,533 30,773
Financial cost 34,533 30,773
Secured debt payments by the Company
Payment of dividends on preferred stock
6 14,901 16,523
All exchange differences 14,901 16,523
All the inflation adjustment
7 Other charges which have not and will not imply a
cash movement 526
Write-off of spare parts 526
Total contractual EBITDA 36,279 35,252

(1) Contractual EBITDA may differ from the EBITDA or Adjiesl EBITDA, all being measures that the Company

may present in other documents and that showsiawditinformation about its ability to pay its litebut that do
not arise from professional accounting standardsfddm of EBITDA should be considered in isolationas a
substitute of other measures of financial perforveaar liquidity or as a substitution of measureasig from
professional accounting standards. We believeEBdTDA is a measure commonly reported and widelydusg
investors and other interested parties in the imgus a measure of a company’s operating perfocmand debt
servicing ability because it assists in compariegfgrmance on a consistent basis without compudeyreciation
and amortization charges, among others. Howevertr@duoal, Adjusted EBITDA or similar measures may lne
comparable in all instances to other similar typesieasures used by other companies

(2) Contract values reported EBITDA originate in the drisial operations of the Company for the periodsciaigdd in
each case, and are not estimates or provisionseofdlues that could be achieved in the future. Thmpany

assumes no responsibility for any discrepanciesniay exist.

(*) Information not reviewed by the Auditors.

Buenos Aires, May 18, 2012



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT MAR CH 31, 2012

(in thousands of Argentine pesos)

ASSETS
CURRENT ASSETS

Cash and cash equivalents
Other financial assets
Trade accounts receivable
Tax credits
Other receivables
Inventories
Other assets

Total Current Assets

NON-CURRENT ASSETS
Other financial assets
Tax credits
Other receivables
Deferred tax assets
Advances to suppliers
Property, plant and equipment
Investment property
Goodwill
Intangible assets
Other assets
Total Non-Current Assets
TOTAL ASSETS
CURRENT LIABILITIES
Trade payable
Borrowings

Accrued salaries, wages and payroll taxes

Taxes payable
Advance from customers
Provisions
Other liabilities
Total Current Liabilities
NON-CURRENT LIABILITIES
Trade payable
Borrowings
Taxes payable and accrual for tax relief
Deferred tax liabilities
Provisions
Other liabilities
Total Non-Current Liabilities
Total Liabilities

EQUITY

Common stock
Reserves

Retained earnings — including net result for thégokeor year

Equity attributable to owners of the Company

Non-controlling interests
Total equity

TOTAL LIABILITIES AND EQUITY

Notes 3/31/2012 12/31/2011 1/1/2011

5 73,503 64,101 39,907
6 9,316 8,033 2,110
7 and 26 609,882 628385 469862
8 43,432 42,961 64,854
9 and 26 32,557 37,851 26,901
10 and 26 709,382 679,217 566,648
197
1,478,072 1,460,548 1,170,479

6 3,782 3,789
8 17,258 17,554 25,450
9 and 26 21,629 12,805 15,445
18 7,563 8,039 13,424
18,011 17313 16069
11 and 26 1,425,364 1,402,217 1,408,945
1,656 1,698 138
3,121 3121 3121
3,406 3,592 4320
9,526 9,354 9,293
1,511,316 1,479,482 1,496,205
2,989,388 2,940,030 2,666,684
12 728,054 678,669 531961
13 and 26 191,293 158553 34939
14 128,946 137,700 94,765
15 67,693 64,981 48,496
10,098 11,012 24358
16 1,353 9,616 8,980
17 8,672 6,887 7,796
1,136,109 1,067418 751,295
22
13 and 26 804,558 781184 759801
15 and 26 60,471 61,747 71,129
18 188,408 205,877 242,656
16 22,094 18005 20266
17 3,117 4151 7,868
1,078,648 1,070,964 1,101,742
2,214,757 2,138,382 1,853,037
457,547 457,547 457,547

45,881 11,497
271,193 332,594 356,090
774,621 801,638 813,637
10 10 10
774,631 801,648 813,647
2,989,388 2,940,030 2,666,684

The accompanying Notes are an integral part oktirgsrim consolidated financial statements.



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE THREE-
MONTH PERIOD ENDED MARCH 31, 2012

(in thousands of Argentine pesos)

Notes 3/31/2012 3/31/2011

Revenue 19 1,613,062 1,285,640
Cost of sales 20 (1,197,837) (985438)
Gross income 415,225 300,202
Selling expenses 21 (355,694) (251,119)
General and administrative expenses 21 (58,140) (47,918)
Investment income 3,682 2,340
Financial cost 22 (34,533) (30,773)
Foreign exchange loss (14,901) (16,523)
Other gains and losses 23 5,490 422
Loss before taxes (38,871) (43,369)
Income tax and alternative minimum income tax 24 8,152 11,486
NET LOSS FOR THE PERIOD (30,719) (31,883)
Other comprehensive income
Exchange differences on translating foreign openati 3,702 3,838
TOTAL COMPREHENSIVE LOSS FOR THE
PERIOD (27017) (28,045)
Loss attributable to:
Owners of the Company (30,719) (31,883)
Non-controlling interests - -
Loss for the period (30,719) (31,883)
Comprehensive loss attributable to:
Owners of the Company (27,017) (28,045)
Non-controlling interests - -
Comprehensive loss for the period (27,017) (28,045)

The accompanying Notes are an integral part oktivgerim consolidated financial statements.



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE THREE-MONTH PERIOD ENDED MARCH 31, 2012

(in thousands of Argentine pesos)

Balance at December 31, 2011

Net loss for period
Other comprehensive result for the period

Total comprehensive loss for the period

Resolution of General Ordinary Shareholders
Meeting held on March 27, 2012:
Appropriation to facultative reserve (Note

3.14)

Shareholders' Reserves Retained Equity attributable to: Total
contributions Legal Facultative  Foreign currency earnings Owners Non
Common reserve reserve translation reserve  (losses) of the controlling
stock parents interest
457,547 15,273 (3,776) 332,594 801,638 10 801,648
(30,719) (30,719) (30,719)
3,702 3,702 3,702
3,702 (30,719) (27,017) - (27,017)
30,682 (30,682)
457,547 15,273 30,682 (74) 271,193 774,621 10 774,631

Balance at March 31, 2012

The accompanying Notes are an integral part oktierim consolidated financial statements.



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY FOR THE THREE-MONTH PERIOD ENDED MARCH 31, 2011
(in thousands of Argentine pesos)

Shareholders' Reserves Retained Equity attributable to: Total
contributions Legal Foreign currency earnings Owners Non
Common reserve translation reserve (losses) of the parent controlling
stock interest
Balance at January ' 2011 457,547 356,090 813,637 10 813,647
Net loss for period (31,883) (31,883) (31,883)
Other comprehensive results for the period 3,838 3,838 3,838
Total comprehensive loss for the period 3,838 (31,883) (28,045) - (28,045)
Resolution of General Ordinary and Extraordinary
Shareholders’ Meeting held on March 31, 2011:
Appropriation to legal reserve (Note 3.14) 15,273 (15,273)
Balance at March 31, 2011 457,547 15,273 3,838 08334 785,592 10 785,602

The accompanying Notes are an integral part okti@erim consolidated financial statements



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE THREE- MONTH PERIOD ENDED
MARCH 31, 2012

(in thousands of Argentine pesos)

Note 3/31/2012 3/31/2011

Cash flows provided by operating activities
Net loss for the period (30,719) (31,883)
Adjustments to reconcile net loss for the perioddbcash provided by

operating activities:

Income tax and alternative minimum income tax aedru (8,152) (11,486)
Financial cost 34,533 30,773
Foreign exchange losses 21,458 21,832
Depreciation of property, plant and equipment 25,488 30,591
Additions to provision for doubtful accounts, seddates and provisions
(net of reversals) 2,354 3,372
Write-off of spare parts 526
Depreciation of investment property 42 1
Amortization of intangible assets 186 207
Gain on sale of property, plant and equipment (1,562) (435)
43,628 43,498
Changes in working capital 25 10,437 17,193
Subtotal 54,065 60,691
Payments of income tax and alternative minimum imedax (3518) (5,948)
Net cash provided by operating activities 50,547 54,743
Cash flows used in investing activities
Purchase of property, plant and equipment (47988) (20,712)
Increase of other financial assets (1,276) (1,903)
Proceeds from sale of subsidiary company 3,184
Proceeds from sale of property, plant and equipment 2,382 579
Acquisition of subsidiary (1,009) (916)
Increase of other assets (172)
Net cash used in investing activities (44,879 (22,952)
Cash flows provided by financing activities:
Net variation in loans 7423 35484
Payments of interests (3,689) (1,611)
Net cash provided by financing activities 3734 33873
Increase in cash and cash equivalents 9,402 65,664
Cash and cash equivalents at beginning of year 64,101 39,907
Cash and cash equivalents at end of period 73,503 105,571

The accompanying Notes are an integral part oktigsrim consolidated financial statements



MASTELLONE HERMANOS SOCIEDAD ANONIMA
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEME NTS
(in thousands of Argentine pesos)

1. GENERAL INFORMATION

Mastellone Hermanos S.A. (hereinafter “Mastellonerriianos S.A.” or the “Company”) is a
sociedad anonima under the laws of Argentina, tergid with the Public Registry of Commerce on
May 17, 1976. The term of the Company expires owdaxtber 5, 2060. Its legal address is in
Encarnacion Ezcurra 365/37%%floor, office 308, City of Buenos Aires.

The main activity of the Company is the manufactyrand distribution of dairy products. The
Company process and distribute a broad line ohfasry products including fluid milk, cream
and butter, as well as long-life milk products,lining cheese, powdered milk and caramelized
condensed milk, which is known in Argentina andoaloras dulce de leche. The Company markets
its dairy products under several brands namesudintg La Serenisima, La Armonia, Ser and
Fortuna and to a lesser extent, the mark of sonits ofajor customers.

The breakdown of consolidated companies in thesaéial statements is exposed in Note 2.4.

2. BASIS OF PREPARATION OF THE INTERIM CONSOLIDATED FI NANCIAL
STATEMENTS

2.1 Statement of compliance and basis of preparatio

The interim consolidated financial statements far three-month period ended March 31, 2012
have been prepared for the first time, in confoymiith International Accounting Standard 34,
“Interim Financial Reporting”. The adoption of sustandard, and the entire set of International
Financial Reporting Standards (‘'IFRS’) as issuedthsy International Accounting Standards
Board (‘'IASB’) was established by Technical ResolutN°® 26 issued by the Argentine
Federation of Professional Councils in EconomiceBces (“F.A.C.P.C.E.”) and by the
Comision Nacional de Valores (“CNV”), Argentina 8eties Commission. In accordance with
the above mentioned accounting standards and tegulstandards, IFRS are mandatory for
fiscal year beginning January 2012. The effects of changes caused by the afiplicaf this
new accounting basis are presented in Note 31.

The figures and other information for the fiscabyeended December 31, 2011 and as of
January 1, 2011 (the latter being the date of itiansto the International Financial Reporting
Standards) and for the three-month period endddamch 31, 2011 are an integral part of these
consolidated interim financial statements and atenided to be read only in relation to those
financial statements.

The interim consolidated financial statements aesgnted in thousands of Pesos, the legal
currency in Argentina.

The interim consolidated financial statements h&emn translated into English for the

convenience of English-speaking readers. The imtednsolidated financial statements are the
English translation of those originally issued bygdtellone Hermanos S.A. in Spanish and
presented in accordance with IFRS.

2.2 Applicable accounting policies
The interim consolidated financial statements hbeen prepared under the historical cost
conventions, except for the revaluation of certeon-current assets (see Note 31) and financial

assets. Usually, the historical cost is based enf#éir value of the consideration given in
exchange for the assets.
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The principal accounting policies are describeNare 3.

The preparation of these financial statementslaadsponsibility of the Company's Board of
Directors and requires accounting estimates anghjiethts of the administrators when applying
financial standards. Areas of high complexity whielquire more judgments or those in which
assumptions and estimations are more significantletailed in Note 4.

2.3 Standards and interpretations not yet adopted

The Company did not adopt the following standarus iaterpretations as per the application of
the mentioned pronouncements are not requiredhirthree-month period ended March 31,
2012.

Standard Name

IFRS 9 Financial instrumerits

IFRS 10 Consolidated financial stateménts
IFRS 11 Joint arrangemehts

IFRS 12 Disclosure of interests in other entities
IFRS 13 Fair value measuremént

! Effective for annual years beginning on or aftemdary 1, 2013.

¢ IFRS 9 "Financial instruments" issued in Novemb802 and revised in October 2010
introduces new requirements for the classificatiomgasurement and derecognition of
financial assets and liabilities.

IFRS 9 requires all recognised financial assetsal@awithin the scope of IAS 39 Financial

instruments - Recognition and measurement to bsesuiently measured at amortized cost
or fair value. Specially, debt investments that hetd within a business model whose

objective is the contractual cash flows, and thetehcontractual cash flows that are solely
payments of principal and interest on the principaistanding are generally measured at
amortized cost at the end of subsequent accoupéngds. All other debts investments and
equity instruments are measured at their fair \valatethe end of subsequent accounting
periods.

The most significant effect of IFRS 9 regarding ttlassification and measurement of
financial liabilities relates to the accounting fdranges in fair value of a financial liability
(designated as at fair value through profit or J@dtibutable to changes in the credit risk of
that liability. Specifically, under IFRS 9, for fancial liabilities that are designated as at fair
value through profit or loss, the amount of chaimgthe fair value of the financial liability
that is attributable to changes in the credit rigkthat liability is recognised in other
comprehensive income, unless the recognition ofetiiects of changes in the liability's
credit risk in other comprehensive income wouldatgeor enlarge an accounting mismatch
in profit or loss. Changes in fair value attribdeato a financial liability's credit risk are not
subsequently reclassified to profit or loss. Presig, under IAS 39, the entire amount of the
change in the fair value of the financial liabildigsignated as at fair value through profit or
loss was recognised in profit or loss.

IFRS 9 is effective for annual periods beginninganafter 1 January 2013, with earlier
application permitted.

The Company’s Board of Directors anticipates tinat RS 9 will be adopted in the

financial statements of the Company for the yeajirméng on January 1, 2013. It is likely
that changes will not affect significantly the amtai set out in relation to assets and
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liabilities of the Company. However, it is not pims to determine the potential impact in a
reasonable manner until a detailed review is cotegle

IFRS 10 describes principles for preparation anes@mtation of consolidated financial

statements when an entity controls one or morgientiFRS 10 replaces the consolidation
requirements described in SIC-12 "Consolidationpedic purpose entities" and IAS 27

"Consolidated and separate financial statemently Epplication is encouraged. IFRS 10
is based on existing principles to identify the @gpt of control as the most important factor
in determining whether an entity must be includethe consolidated financial statements of
the holding Company. The standard provides additioguidance to assist in the

determination of control where this is difficult égsess.

The Company’s Board of Director anticipates th&S3SFLO will be adopted in the financial
statements of the Company for the year beginningaly 1, 2013. It is likely that changes
will not affect significantly the amounts set out rielation to assets and liabilities of the
Company; however it is not possible to determine potential impact in a reasonable
manner until a detailed review is completed.

IFRS 11, classifies the joint agreements eithejoag ventures (combining the existing
concepts of jointly controlled assets and jointhnitolled operations) or as joint ventures
(equivalent to the existing concept of jointly catied entity). The joint operation is the
joint agreement whereby the parties with joint colndre entitled to the assets and liabilities
obligations. Joint venture is the joint agreementthich parties with joint control of the
agreement are entitled to the net assets of theeagmt. IFRS 11 requires the use of
proportional equity method for joint interests whileliminating the proportional
consolidation method.

The Company’s Board of Director anticipates th&S3SFL1 will be adopted in the financial
statements of the Company for the year beginningaly 1, 2013. It is likely that changes
will not affect significantly the amounts set out rielation to assets and liabilities of the
Company; however it is not possible to determine piotential impact in a reasonable
manner until a detailed review is completed.

IFRS 12 applies to entities that hold interestsubsidiaries, joint arrangements, associated
or unconsolidated structures. IFRS 12 requiredalisce objectives, as well as what are the
minimum disclosures to be provided to meet thegectiies, which are those that help users
of financial statement to assess the nature akd Essociated with investments in other
entities. The disclosure requirements are imporgartt may require significant effort to
comply.

The Company’s Board of Directors anticipates tR&S 12 will be adopted in the financial

statements of the Company for the year beginningaly 1, 2013. It is likely that changes

will not affect significantly the disclosures inethfinancial statements of the Company.
However, it is not possible to determine the poétmmnpact in a reasonable manner until a
detailed review is completed.

IFRS 13 requires one structure for fair value mezsents when it is required by another

IFRS. This IFRS applies to elements of both finahand non-financial assets and liabilities

measured at fair value. Fair value is measuretiegprice that would be received to sell an

asset or paid to transfer a liability in an orddérgnsaction between market participants at the
trade date.

The Company’s Board of Directors anticipates tR&S 13 will be adopted in the financial

statements of the Company for the year beginningaly 1, 2013. It is likely that changes
will not affect significantly the disclosures inethfinancial statements of the Company.
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However, it is not possible to determine the poétmmnpact in a reasonable manner until a
detailed review is completed.

2.4 Basis of consolidation

The interim consolidated financial statements ofstdione Hermanos Sociedad Andnima
include the stand-alone financial statements ofgaeent and its subsidiaries. Control exists
when the Company has the power to govern the fiakaod operating policies of an entity to

obtain benefits from its activities.

Total comprehensive income of subsidiaries istatted to the owners of the Company and to
the non-controlling interests even if this resittgshe non-controlling interests having a deficit
balance.

The financial statements of the subsidiaries, nétistered offices abroad, used to prepare the
interim consolidated financial statements were @dsun accordance with IFRS. Assets,
liabilities and equity accounts were converted imesos considering the exchange rate
prevailing at the date of these financial statesiefihe income and expenses accounts were
converted into pesos according to the exchangereatailing at the end of each month.

The main consolidation adjustments are the follgsin

 elimination of assets, liabilities, income andpemses of the parent with those of its
subsidiaries, in order to disclose the balancesitaiaied effectively with third parties; and

» offset the carrying amount of the parent's invesit in each subsidiary and the parent's
portion of equity of each subsidiary.

The Company is not aware of any significant evemtshanges in the stockholders” equity of
the companies with period ended different to M&8th2012 and 2011.

Detailed below are the subsidiaries whose finansiatements have been included in these
interim consolidated financial statements:

% of direct and indirect participation in capital
stock and votes

Company Main Activity Country  3/31/2012 12/31/2011 3/31/2011  1/1/2011

Con-Ser S.A. Transportation services, services for

vehicle, sale of parts and distribution

of cooling equipments Argentina 100.00 100.00 100.00 100.00
Leitesol Industria e ComercioProduction and distribution of dairy
S.A. products Brasil 100.00 100.00 100.00 100.00
Marca 4 S.A. Ownership, administration and legal

defense of trademari@erandLa

Serenisima Argentina 99.99 99.99 99.99 99.99
Marca 5 Asesores en Segurodnsurance broker
S.A. Argentina 99.99 99.99 99.99 99.99
Mastellone Hermanos do Brasil
Comercial e Industrial Ltda. Inactive Brasil 100.00 100.00 100.00 100.00
Mastellone San Luis S.A. Manufacturer of dairy prod Argentina 99.99 99.99 99.99 99.99
Promas S.A. Agricultural exploitation Argentina 100.00 100.00 100.00 100.00
Puralactea S.A. Q) Financial activities Argentina 100.00 100.00 100.00 100.00
Transporte Lusarreta Hermandsactive
S.A (2) Argentina 100.00 100.00 100.00 100.00

(1) On March 19, 2012, the Board of Directors of Mdeted Hermanos S.A. (incorporating company)
and Puralactea S.A. (incorporated company) approledpreliminary merger agreement and the
consolidated balance sheet for merger purposegdbas the financial statements of these
companies as of December 31, 2011. Such docunmmmtasi pending of approval by the
Extraordinary Shareholders’ meeting of each compamy it is in process of registration under the
Securities Exchange Commission (“Comision NaciaieaValores”).
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)

Indirectly controlled by the Company because @dstrolled by Con-Ser S.A.

The company Mastellone of Paraguay S.A., acquine®0ill, was not consolidated for being
not significant. Such company, at the date of thesencial statements, has not started yet
commercial activity. The parent company holds diyegnd indirectly 100% of its capital stock
as of March 31, 2012 and December 31, 2011.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

3.3

Functional and presentation currency

The items of the financial statements of each dateted entity are measured using the
currency of the main economic environment in whiglerates (the functional currency).

The functional currency of the parent company ahd subsidiaries established in

Argentina, is the Peso (legal currency of Argentinahich is also the presentation

currency of these interim consolidated financiatesnents. The functional currency of the
Brazilian subsidiaries (Leitesol Industria e Conr8.A. and Mastellone Hermanos do

Brasil Comercial e Industrial Ltda.) and the Pamgun subsidiary are the Reais and the
guarani, respectively.

In the interim consolidated financial statemenssess and liabilities of foreign subsidiaries
have been translated into Pesos using the exchatgerevailing at the end of the period
or year. Income and expenses have been translateel month average exchange rate. The
exchange differences are classified in other cohrsive income and included in equity
under caption “Foreign currency translation resérve

Foreign currency

In preparing the financial statements of each iddi@ entity, transactions in currencies
other than the entity’s functional currency (foreiturrencies) are recognised at the rates of
exchange prevailing at the dates of the transactidhthe end of each reporting period or
year, monetary items denominated in foreign cuiemna@re retranslated at the rates
prevailing at that date. Non-monetary items caraedair value that are denominated in
foreign currencies are retranslated at the ra@gjing at the date when the fair value was
determined. Non-monetary items that are measuréerins of historical cost in a foreign
currency are not retranslated.

Exchange differences on monetary items are recednis profit and loss in the period or
year in which they arise.

Financial assets

Financial asset is any asset like: cash, time dispiosfinancial entities, equity instruments
of other companies, contractual rights, or a catntnich can or could be liquidated with
the delivery of equity instruments of the Company.

Financial assets are classified into the followspgcified categories: ‘financial assets
measured at fair value through profit and lossgldhfor trading’, ‘held-to-maturity’ and
‘loans and receivables’. The classification dependsthe nature and purpose of the
financial assets and is determined at the timaitéi recognition.

Financial assets must be recognised on trade dateeans date where the Company

commits to purchase or sale an asset. The recogmitethod is consistent for all purchases
or sales of financial assets of the same category.
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Financial assets are initially measured at faiu@aplus transaction costs, except for those
financial assets classified as at fair value thhopigpfit or loss.

3.3.1 Cash and cash equivalents

Include cash, bank current accounts and short-tewastments with original
maturity up to 90 days, with low risk of value \ation and destined to attendee
short-term liabilities.

3.3.2 Financial assets at fair value through profiand loss

Financial assets are classified as at fair valueutfh profit and loss when the
financial asset is held for trading. A financiasesis classified as held for trading if
it has been acquired principally for the purpossedling it in the near term.

Financial assets at fair value through profit aveklare stated at fair value, with any
gains or losses arising on remeasurement recogmsednsolidated statement of

comprehensive income. The net gain or loss recedrnis profit or loss incorporates

any dividend or interest earned on the financiattand is included in the ‘Financial

cost’ line in the consolidated statement of compnsiive income.

3.3.3 Held-to-maturity financial assets

Comprises private bonds with fixed or determingiédgments and fixed maturity
dates that the Company has the positive intent abitity to hold to maturity.
Subsequent to initial recognition, held-to-maturitwvestments are measured at
amortized cost using the effective interest metlesd any impairment. Revenue is
recognised on an effective yield basis.

3.3.4 Receivables

Trade and other receivables are non-derivate finhnassets with fixed or

determinable payments that are not quoted in aiwveacharket are classified as
‘receivables’. Receivables are measured at amdrti@st using the effective interest
method, less any impairment.

3.3.5 Effective interest method

The effective interest method is a method of calind) the amortized cost of a debt
instrument and of allocating interest income ove televant year. The effective
interest rate is the rate that exactly discountSmesed future cash receipts
(including all fees and points paid or receivedt tttam an integral part of the

effective interest rate, transaction costs andrgilemiums or discounts) through the
expected life of the debt instrument.

Income is recognised on an effective interest bfsislebt instruments other than
those financial assets classified as fair valueutin profit and los (Note 3.3.2)

3.3.6 Impairment of financial assets

Financial assets are assessed by the Companydfoatars of impairment at the end
of each reporting year. Financial assets are cereildto be impaired when there is
objective evidence that, as a result of one or newents that occurred after the
initial recognition of the financial asset, theiestted future cash flows of the
financial asset have been affected.
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3.3.7 Derecognition of financial assets

The Company derecognizes a financial asset onlynwine contractual rights to the
cash flows from the asset expire, or when it trarssfthe financial asset and
substantially all the risks and rewards of owngrsifithe asset to another entity. If
the Company neither transfers nor retains subsintll the risks and rewards of
ownership and continues to control the transfeasskt, the Company recognizes its
retained interest in the asset and an associabilityy for amounts it may have to
pay. If the Company retains substantially all tiss and rewards of ownership of a
transferred financial asset, the Company continaaegcognize the financial asset
and also recognizes a collateralized borrowingdterproceeds received.

3.4 Inventories

Inventories are stated at the acquisition weiglatestage cost adjusted, if necessary at net
realizable value. The net realizable value is starated price of sale less estimated costs
to conclude such sale.

Based on the Board of Director’s analysis at M&th2012, December 31 and January 1,
2011, slow-moving or obsolete inventories were gbdrin the statement of comprehensive
income in the period such evaluation was performveuich evaluated the conservation
status, the future use and the net realizable \a@fltleose inventories.

3.5 Property, plant and equipment

* Lands and buildings held for use in production,pbypf services or for administrative
purposes, machinery, equipment and tools, fittitefsoratory equipment and furniture,
vehicles and trays, are stated in the consolidsti#@ment of financial position at their
cost less any subsequent accumulated depreciation.

Land is not depreciated. Depreciation of buildingsgchinery equipment and tools,
fittings, laboratory equipment and furniture, vééscand trays is recognised as a loss of
each period or year.

» Work in progress is carried at cost, less any meisegl impairment loss. Cost includes
professional fees and capitalized interests. Thesets are classified in the appropriate
category of Property, plant and equipment whenctivgstruction has been completed
and it is ready for use. Depreciation of thesetassa the same basis as other property
assets, commences when the assets are readyifintéeded use.

» Depreciation is recognised so as to write-off thet®r valuation of assets (other than
land) less their residual values over their uséfds, using the straight-line method.
The estimated useful lives and residual valueserewed at each year end, with the
effect of any changes in estimates being accountesh a prospective basis.

» Assets acquired under finance leases are depr@@aér their expected useful lives on
the same basis as owned assets or, where shbederin of the relevant lease.

* An item of property, plant and equipment is deredegd upon disposal or when no
future economic benefits are expected to arise ttmrcontinued use of the asset. Gain
or loss derived of the write-off or disposal ofisgm of Property, plant and equipment
is determined as the difference between the olitesate value and the book value and
it is stated in the consolidated statement of cefm@nsive income.
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The Company has chosen the exemption under IFRS “First Time Adoption of
International financial Reporting standard” relatedthe use of deemed cost for property
plant and equipment. See also note 31.

3.6 Intangible assets

Intangible assets include costs of development miepts, brands and patents. The
accounting policies for the recognition and measar@ of these intangible assets are
described below.

3.6.1. — Intangible assets acquired separately

Intangible assets with finite useful life that aequired separately are carried at cost less
accumulated amortization and accumulated impairnesges. Amortization is recognised
on a straight-line basis over their estimated uskfaes. The estimated useful lives and
amortization method are reviewed at the end of eaphbrting year, with the effect of any
changes in estimates being accounted for on a @cosgp basis.

3.6.2. — Internally-generated intangible assets -esearch and development expenditure

Expenditure on research activities is recognisedragxpense in the year in which it is
incurred.

An internally-generated intangible asset arisimgrfrdevelopment (or from the development
phase of an internal project) is recognised if, anty if, all of the following have been
demonstrated:

« the technical feasibility of completing the intalolgi asset so that it will be available
for use or sale;

« the intention to complete the intangible assetuselor sell it;

« the ability to use or sell the intangible asset;

* how the intangible asset will generate probablereueconomic benefits;

« the availability of adequate technical, financiatlaother resources to complete the
development and to use or sell the intangible aaseit

« the ability to measure reliably the expenditureilaitable to the intangible asset
during its development.

The amount initially recognised for internally-gesiied intangible assets is the sum of the
expenditure incurred from the date when the intalegasset first meets the recognition
criteria listed above. Where no internally-genetabetangible asset can be recognised,
development expenditure is recognised in profitogs in the period or year in which it is

incurred.

Subsequent to initial recognition, internally-geated intangible assets are reported at cost
less accumulated amortization and accumulated nmeait losses, on the same basis as
intangible assets that are acquired separately.

3.6.3. — Derecognition of an intangible asset
An intangible asset is derecognised on disposalten no future economic benefits are
expected from use or disposal. Gains or lossem@risom derecognition of an intangible

asset, are measured as the difference betweenetheéisposal proceeds and the carrying
amount of the asset, and are recognised in pnofitss when the asset is derecognised.
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3.7Impairment of tangible and intangible assets otthan goodwiill

At the end of each reporting year, the Companyergsithe carrying amounts of its tangible
and intangible assets to determine whether theanysindication that those assets have
suffered an impairment loss. If any such indicatiists, the recoverable amount of the
asset is estimated in order to determine the exffetite impairment loss (if any). When it is
not possible to estimate the recoverable amounarofindividual asset, the Company
estimates the recoverable amount of the cash-gamgnanit to which the asset belongs.
When a reasonable and consistent basis of allocata be identified, corporate assets are
also allocated to individual cash-generating unitsotherwise they are allocated to the
smallest group of cash-generating units for whicheasonable and consistent allocation
basis can be identified.

In assessing impairment, assets which do not genanaindependent cash flow are included
in an appropriate cash-generating unit. Recoverablee of these assets or of the cash-
generating unit is the higher of fair value (meaduaccording to method of discounted
future cash flows) and book value or recorded value

Recoverable amount is the higher of fair value tests to sell and value in use. In assessing
value in use, the estimated future cash flows m@dnted to their present value using a pre-
tax discount rate that reflects current marketsssents of the time value of money and the
risks specific to the asset for which the estimafdsture cash flows have not been adjusted.
At March 31, 2012 and December 31, 2011 y 2010npairment losses were recorded.

3.8 Business combination

Acquisitions of businesses are accounted for usiagcquisition method. The consideration
transferred in a business combination is measurddiravalue, which is calculated as the

sum of the acquisition-date fair values of the &stansferred by the Company, liabilities

incurred by the Company to the former owners ofabguire and the equity interests issued
by the Company in exchange for control of the asquAcquisition-related costs are

recognised in profit or loss as incurred.

At the acquisition date, the identifiable assetguaed and the liabilities assumed are
recognised at their fair value at the acquisitiatedexcept that:

» deferred tax assets or liabilities and liabilitieis assets related to employee benefit
arrangements are recognised and measured in anceradth IAS 12Income Taxes
and IAS 19Employee Benefitespectively

 liabilities or equity instruments related to shhesed payment arrangements of the
acquire or share-based payment arrangements @tdhgany entered into to replace
share-based payment arrangements of the acquiren@asured in accordance with
IFRS 2Share-based Paymeat the acquisition date; and

» assets (or disposal groups) that are classifidgtlsfor sale in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinugger@tions are measured in
accordance with that standard.

Goodwill is measured as the excess of the sumeottimsideration transferred, the amount
of any non-controlling interests in acquire, anel fir value of the acquirer's previously held
equity interest in the acquire (if any) over thet menounts the acquisition-date of the
identifiable assets acquired and the liabilitiesuased. If, after reassessment, the net amount
at the acquisition-date of the identifiable assetguired and liabilities assumed exceeds the
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sum of the consideration transferred, the amounargf non-controlling interests in the
acquire and the fair value of the acquirer's prasiip held interest in the acquire (if any), the
excess is recognised immediately in profit or lass bargain purchase gain.

The value of goodwill does not exceed their estidakcoverable value at the end of period
or year.

3.9 Other assets
These include mainly investments in other compamibere no significant influence is

exercised. These investments are valued at coschwdp not exceed their estimated
recoverable value.

3.10 Liabilities
The Company recognizes a liability when it hasesent obligation (legally enforceable as
a result of the execution of a contract or a mamdantained in a legal standard) resulting

from a past event and whose amount owed can lreatet reliably.

3.11Financial liabilities

Financial liabilities initially measured at fair lue, net of transaction costs are
subsequently measured at amortized cost using fthetiee interest method. Interest
charges are stated in the “Financial cost” line tbé consolidated statement of
comprehensive income, except the part stated icdke of work in progress of Property,
plant and equipment.

3.11.1 - Derecognition of financial liabilities

The Company derecognizes financial liabilities opart of them) when, and only when,
the Company's obligations are discharged, cancefi¢iaey expired.

The difference between the carrying amount of thanicial liability derecognised and the
consideration paid is recognised in profit or loss.

3.12 Provisions

Provisions are recognised when the Company has esempr obligation (legal or
constructive) as a result of a past event, it abpble that the Company will be required to
settle the obligation, and a reliable estimatelmamade of the amount of the obligation.

The amount recognised as a provision is the béstas of the consideration required to
settle the present obligation at the end of thentem year, taking into account the risks
and uncertainties surrounding the obligation. Wagarovision is measured using the cash
flows estimated to settle the present obligatiscarrying amount is the present value of
those cash flows.

When some or all of the economic benefits requiceskttle a provision are expected to be
recovered from a third party, a receivable is retsgd as an asset if it is virtually certain
that reimbursement will be received and the amairnhe receivable can be measured
reliably.

The Company has been claimed in civil and commertassuits. Reserves for
contingencies are recorded on a risk assessmeistdyas when the likelihood of a loss is
probable. The assessment of a loss probabilitasedb on the opinion of legal counsels of
the Company.

-18 -



3.13 Government grants

If any, the subsidized loans granted, directlynaiiriectly, by Governments to the Company
or its controlled subsidiaries, with interest ratghich are below the current market
conditions are treated as a grant. Its measureimgr@rformed considering the difference
between the obtained values and the fair valudtiegdrom applied current market rates.

Tax benefits whereas the Company is a beneficeng,recognised directly in results of
each period or year.

3.14 Equity accounts

Capital stock

Capital stock is composed by contributions madethey shareholders, represented by
shares and includes subscribed shares at theirnabraalue. Capital stock, which
amounted to 457,547 as of March 31, 2012, DeceBbheMarch 31 and Januarﬁ‘l
2011, is composed by 194,428 corresponding to ratmag non-endorsable shares of Ps.
1 par value, with 5 votes each and 263,119 correfipg to nominative, non-endorsable
shares of Ps. 1 par value, with 1 vote each.

Legal reserve

The current Argentine legal regulations require @oenpany to appropriate 5% of its net
income per year to a “Legal reserve” until sucteres equals 20% of the capital stock.

The General Ordinary and Extraordinary Shareholdéegting held on March 31, 2011
approved the restoring of 13,137 to the legal nesarhich had been reduced to absorb
accumulated losses as of December 31, 2001 asvagpio the General Shareholders’
Meeting held on April 3, 2002 and the appropriationegal reserve of the 5% of the net
income of fiscal year 2010, net of accumulateddsss

Facultative reserve

These are reserves approved by Shareholders’ Mdetim special purpose.

The General Ordinary Shareholders’ Meeting heldMarch 27, 2012 approved the
appropriation to facultative reserve of the accuated earnings recorded at December 31,
2011 under the prior Argentine accounting standards

Accumulated earnings

It includes the result for the period or year, prigear's results which were not
appropriated, the amounts transferred from otherpcehensive results and prior year’s
adjustments for the application of accounting stadsl

3.15 Revenue recognition

Revenue is measured at the fair value of the cerdtidn received or receivable.
Revenue is reduced for estimated customer rettghates and other similar allowances.
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3.15.1 Sale of goods

Revenue from the sale of goods is recognised whergbods are delivered and titles
have passed, at which time all the following cdodi are satisfied:

» the Company has transferred to the buyer the signif risks and rewards of
ownership of the goods;

 the Company retains neither continuing managenablvement to the degree
usually associated with ownership nor effectivetamrover the goods sold;

» the amount of revenue can be measured reliably;

e itis probable that the economic benefits assodiati¢h the transaction will flow to
the Company; and

» the costs incurred or to be incurred in respedheftransaction can be measured
reliably.

The Companyecords cash discounts and volume rebates atrtteettie related revenue
from product sale is recognised.

3.15.2 Services rendered

The Company recognizes service revenues as follpwsroduction of specific products
on behalf of other companies (“facon” agreementsyhen a customer picks up the
product produced from the Company’s manufacturanglifies; (ii) procurement of raw
milk for Danone Argentina S.A. — when the Compaeineérs the raw milk it procured to
the manufacturing facility of Danone; and (iii) prsion of marketing and other
administrative services to Logistica La SerenisBoaiedad Andnima — over the agreed
service period.

3.15.3 Interest income

Interest income from a financial asset is recoghisben it is probable that the economic
benefits will flow to the Company and the amountrafome can be measured reliably.
Interest income is accrued on a time basis, byeste to the principal outstanding and at
the effective interest rate applicable, which is thte that exactly discounts estimated
future cash receipts through the expected lifehef financial asset to that asset's net
carrying amount on initial recognition.

3.16 Borrowing costs

Borrowing costs directly attributable to the acdigs, construction or production of
qualifying assets, which are assets that necegdakie a substantial year of time to get
ready for their intended use or sale, are addeéldet@ost of those assets, until such time as
the assets are substantially ready for their irddndse or sale.

As of March 31, 2012 and 2011 the Company capeédlim “Work in progress” of
Property, plant and equipment borrowing costs fdB4 and 415, respectively.

All other borrowing costs are recognised in prafid loss in the period in which they are
incurred.
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3.17 Leasing
Leases are classified as finance leases whenavégrths of the lease transfer substantially
all the risks and rewards of ownership to the les#dl other leases are classified as
operating leases. There are no situations in wihietfCompany qualifies as a lessor.

The Company as lessee

Assets held under finance leases are initially gaiseed as assets of the Company at their
fair value at the inception of the lease or, if &wat the present value of the minimum
lease payments. The corresponding liability to I#ssor is included in the statement of
financial position as a finance lease obligation.

Lease payments are apportioned between financenggpeand reduction of the lease
obligation so as to achieve a constant rate ofr@steon the remaining balance of the
liability. Finance expenses are recognised immeljiam profit or loss.

Operating lease payments are recognised as ansxpena straight-line basis over the
lease term, except where another systematic tsasislie representative of the time pattern
in which economic benefits from the leased assetansumed.

3.18Income tax and alternative minimum income tax

3.18.1. — Income taxes — current and deferred
Income tax expenses represent the sum of the teently payable and deferred tax.
3.18.1.1 — Current tax

The tax currently payable is based on taxable pfofithe year. Taxable profit differs
from profit as reported in the consolidated stai@neé comprehensive income because of
items of income or expense that are taxable oraldade in other years and items that are
never taxable or deductible. The Company’s liapildr current tax is calculated using
tax rate that have been enacted or substantivelgtes by the end of the reporting year.
The current income tax charge is calculated onbtsds of the tax laws in force in the
countries in which the consolidated entities operat

3.18.1.2 — Deferred tax

Deferred tax is recognised on temporary differeroetsveen the carrying amounts of
assets and liabilities in the interim consolidatédancial statements and the
corresponding tax bases used in the computatidaxable profit. Deferred tax liabilities
are generally recognised for all taxable tempowifferences, and deferred tax assets,
including tax loss carryforwards, are generallyogrased for all deductible temporary
differences to the extent that it is probable tiaaiable profits will be available against
which those deductible temporary differences cantlieed.

Such deferred assets and liabilities are not rasednf the temporary difference arises
from goodwill or from the initial recognition (othe¢han in a business combination) of
other assets and liabilities in a transaction #fégcts neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxatdmporary differences associated with
investments in subsidiaries, except where the Cagnpgaable to control the reversal of
the temporary difference and it is probable thattémporary difference will not reverse
in the foreseeable future. Deferred tax assetsingrifrom deductible temporary

-21 -



differences associated with such investments ale recognised to the extent that it is
probable that there will be sufficient taxable fio&gainst which to utilize the benefits of
the temporary differences and they are expectedvierse in the foreseeable future. The
carrying amount of deferred tax assets is revieatethe end of each reporting year and
reduced to the extent that it is no longer probalée sufficient taxable profits will be
available to allow all or part of the asset to éeovered.

Deferred tax assets and liabilities are measurateatax rates that are expected to be
applied in the period in which the liability is #etl or the asset realized, based on tax
rates and tax laws enacted at each end of yeamm&hasurement of deferred tax liabilities
and assets reflects the tax consequences that vallael from the manner in which the
Company expects, at the end of the reporting yeeedover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are offset wihene is a legally enforceable right to set
off current tax assets against current tax liabgitand when they relate to income taxes
levied by the same taxation authority and the Camppatends to settle its current tax
assets and liabilities on a net basis.

Under IFRS, deferred income tax assets and lidsilaire classified as non-current assets
and liabilities.

3.18.1.3. — Current and deferred tax for the perior year

Current and deferred tax are recognised as pradfitloss in the consolidated
comprehensive income statement, except when thateseto items are recognised in or
directly in equity, in which case, the current ateferred tax are recognised directly in
equity or when current tax or deferred tax arisemfthe initial accounting for a business
combination. In case of a business combination téhe effect is considered in the
calculation of the goodwill or in the determinatiohthe interest excess of acquire in the
net fair value of identifiable assets, liabilitiead contingent liabilities of the acquired
over the business combination cost.

3.18.2. — Alternative minimum income tax

The alternative minimum income tax is complementarthe income tax. The Company
determines the tax charge applying the enactedofat® over the computable assets at
the end of year. The Company’s tax obligation Wil the higher amount between the
determined presumed income tax and the incomeiabiity determined applying the
enacted 35% tax rate over the estimated taxablét @b year. Nevertheless, if the
presumed income tax in a fiscal year exceeds thesmonding income tax, this excess
can be taken as payment on credit of any surplubeofncome tax to be paid over the
presumptive income tax in any of the following tezars.

4. CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In the application of the Company’s accounting @el, which are described in note 3, the
Company’s management and Board of Directors areined|to make judgements, estimates and
assumptions about the carrying amounts of asset$iabilities that are not readily apparent from

other sources. The estimates and assumptions see loa historical experience and other factors
that are considered to be relevant. Actual resnidtg differ from these estimates.

The estimates and underlying assumptions are redewan an ongoing basis. Revisions to
accounting estimates are recognised in the yeavhioh the estimate is revised if the revision
affects only that period or in the year of the s and future periods if the revision affectshbot
current and future years.
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These estimates relate basically to the following:

Impairment of property, plant and equipment

The Company periodically evaluates the carryingi@alf its long-lived assets. The Company
considers the carrying value of long-lived assetbd impaired when the expected discounted
cash flows, to be derived from the use of suchtass® less than their carrying value. In that
event, the Company would recognize a loss baseati@amount by which the carrying value

exceeds the fair market value of such assetsnkaiket value is determined primarily using the
anticipated cash flows discounted at a rate apjaigpto the risk involved.

The Company believes that the accounting estinaddded to the impairment of these assets is a
“critical accounting estimate” because: (1) ithighly susceptible to change from period to
period as it requires management to make certaungstions about future revenues and costs;
and (2) the impact that recognizing an impairmexst dn the assets reported on the statement of
financial position as well as the statement of cahpnsive result is material. The most
important estimates, and those that could affeptifscantly the projected cash flows, are the
selling price of the Company’s products on the maeeside and the availability and price of
raw milk from the cost point of view.

Provision for allowances and contingencies

The Company has certain contingent liabilities wiélspect to existing or potential claims,
lawsuits and other legal proceedings. The Compauninely assesses the likelihood of adverse
judgments or outcomes to those proceedings. The p@oyn records accruals for such
contingencies to the extent that it is able to mheitee that their occurrence is probable and the
financial impact, should such a decision be rertlagainst us, is reasonably quantifiable.

In determining the likely outcome of litigation meedings, management considers many
factors, including, but not limited to, past historeports from counsels and other available
evidence, and the specifics and status of eachepditg. The evaluation may result in the
recording of an accrual or a change in a previotestprded accrual. Determining the outcome
of claims and litigation, and estimating relatedstsoand exposure, involves substantial
uncertainties that could cause actual costs to metgrially from estimates and accruals, which
could have a material effect on our future reswltsoperations, financial conditions and
liquidity.

Deferred income tax and alternative minimum incaae

Deferred income taxes are fully provided to reflda net tax effects of temporary differences
between the financial reporting and the tax basadeets and liabilities. Deferred income taxes
are measured using the currently enacted tax aa$aws in each of the relevant jurisdictions
where the assets and liabilities are located.

Deferred tax assets are reduced by a valuatiorwafioe if, at the light of the available
evidence, it is more likely than not that some iporor all of the deferred tax assets will not be
realized. The Company has generated tax lossedhvene deductible with respect to taxable
earnings of up to five years following the yeaminich they were originated.

In Argentina, the Company is also subject to themmnt of an alternative minimum income
tax, which is calculated regardless of the econaesalts for the period. This tax is calculated
using a rate of 1% of the total value of the asswth certain deductions mostly to avoid double
taxation and to encourage capital expenditures.arheunts paid on such tax can be credited
against Argentine income tax obligation for a pemd ten years.
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5. CASH AND CASH EQUIVALENTS

3/31/2012 12/31/2011 1/1/2011
Cash and bank accounts 41,602 43,683 35,625
Investment funds 31,901 20,333 3,000
Short-term investments 85 1,282
Total 73,503 64,101 39,907
6. OTHER FINANCIAL ASSETS
3/31/2012 12/31/2011 1/1/2011
e Current
Private bonds 8,412 8,027 2,110
Short-term investments 904 6 -
Total 9,316 8,033 2,110
¢ Non-current
Long-term investments 3,782 3,789
Total 3,782 3,789 -
7. TRADE ACCOUNTS RECEIVABLE
3/31/2012 12/31/2011 1/1/2011
Third parties (domestic) 402,982 423060 297,330
Related parties (Note 27) 194,392 174255 166477
Foreign receivables 14,678 36974 11013
Notes receivables 464 311 2303
Tax incentives on exports D6 9,918 7789
Subtotal 623,612 644518 484,912
Allowance for doubtful accounts (11449) (11,012) (9,409)
Allowance for trade discounts and volume rebates (2,281) (5,121) (5,641)
Total 609,882 628385 469,862
The movement of the allowance for doubtful accoimess follows:
3/31/2012 12/31/2011 1/1/2011
Balance at the beginning of the year 11,012 9,409 6,267
Acquisition of subsidiary 1,245
Decrease due to sale of subsidiary company (72)
Additions (1) 359 3,280 1,723
Transfers (1,574) 150
Write-offs @an (48)
Re-measurement of foreign subsidiaries allowances 8 7 (86) 144
11,449 11,012 9,409

Balance at the end of period or year

(1) Charged to selling expenses —in 2012, Note 21.

The allowance for doubtful accounts was determimesked on the historical experience of default,
statistics, specific analyses for major clients andluation of management about current economic
scenario. Customer accounts in bankruptcy or baméyuprocess (offset of the corresponding



allowances) are excluded from current accountsivackes and included in other receivables. An
allowance for doubtful accounts with an age oved&s past due is recorded, if necessary.

The movement of allowance for trade discounts aldme rebates is as follows:

3/31/2012 12/31/2011 1/1/2011

Balance at the beginning of the year 5,121 5,641 3,144
Decrease due to sale of subsidiary company (47)
Additions (1) 2,227 4,237 5,206
Write-offs (5,067) (4,757) (2,662)
Balance at the end of period or year 2,281 5,121 5,641

(1) Charged to result for the period or year — déetlifrom revenue.

Payments terms are agreed with customers accotdingarket conditions. No interest is
charged on outstanding balances.

The company believes that the carrying amount ebawet receivables approximates its fair
value.

The Company also believes that its exposure toesdration of credit risk is limited due to the
large number of customers located in different gaplgic locations, and the fact that their
biggest customers are large companies with stroggjtcsituations. The Company believes that
it is not exposed to significant credit risk anchi® dependent on a single client. In the three-
month periods ended March 31, 2012 and 2011, rgdestustomer accounted for in excess of
10% of the Company’s revenue.

Trade accounts receivable that are disclosed alimslede amounts that are past due at the end
of the reporting period under review. The agingrafle accounts receivable is as follows:

3/31/2012 12/31/2011 1/1/2011
Overdue 136,668 140,033 87,210
To be due:
Between 0 and 3 months 484,088 500,884 397,233
Between 3 and 6 months 1,811 1,401 326
Between 6 and 9 months 667 450 98
Between 9 and 12 months 378 1,750 45
Subtotal 623,612 644,518 484,912
Allowances (13,730) (16,133) (15,050)
Total 609,882 628385 469,862
8. TAX CREDITS
3/31/2012 12/31/2011 1/1/2011
e Current
Net value added tax 22,939 29,638 50,731
Income tax and alternative minimum income tax
receivable 5,725 3,667 1,523
Turnover tax credit 10,898 3,567 4,933
Other tax credits 3,870 6,089 7,667
Total 43,432 42,961 64,854
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3/31/2012 12/31/2011 1/1/2011
* Non-current
Net value added tax 14,079 16,426 24,173
Turnover tax credit 2,114
Other tax credits 1,065 1,128 1,277
Total 17,258 17,554 25,450
9. OTHER RECEIVABLES
3/31/2012 12/31/2011 1/1/2011
Current
Régime for the professionalization of transport 38,6 11,930 6136
Prepaid expenses 8,662 6,767 3810
Receivable from sale of subsidiary company 6,142 9,726 6,018
Guarantee deposits (Note 26) 3,457 3,527 3906
Advances to services suppliers 909 806 1488
Insurance receivable 542 458 214
Related parties (Note 27) 342
Receivables from customers in receivership and in
bankruptcy 145 145 165
Other 3,720 5,130 5443
Subtotal 33,213 38,489 27,522
Allowance for doubtful accounts (656) (638) (621)
Total 32,557 37,851 26,901
Non-current
Receivables from customers in receivership and in
bankruptcy 15,179 8,034 7505
Receivable from sale of subsidiary company 9,803 9,557 13,284
Régime for the professionalization of transport 03,7
Guarantee deposits (Note 26) 88 16 35
Other 1,692 1,820 2122
Subtotal 32,469 19,427 22,946
Allowance for doubtful accounts (10,840) (6,622) (7,501)
Total 21,629 12,805 15,445
The movement of allowance for doubtful accountssifollows:
Current
Balance at the beginning of the year 638 621 617
Balance of acquired subsidiary 84
Decrease due to sale of subsidiary company (30)
Additions (1) 18 17
Write-offs (50)
Balance at the end of period or year 656 638 621
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3/31/2012 12/31/2011 1/1/2011

¢ Non-current

Balance at the beginning of the year 6,622 7,501 6,597
Balance of acquired subsidiary 444
Decrease due to sale of subsidiary company (67)
Additions (1) 4,150 610 132
Transfers 1,574 (150)
Write-offs (20) (2,875) (172)
Re-measurement of foreign subsidiaries allowances 8 7 (188 717

Balance at the end of period or year 10,840 6,622 7,501

(1) Charged to selling expenses —in 2012, Note 21.

10. INVENTORIES
3/31/2012 12/31/2011 1/1/2011

Resale goods 28,334 20,537 19585
Finished goods 347,362 326090 244242
Work in progress 161,034 153468 129661
Raw materials, packaging and other materials 163,20 147,027 135216
Goods in transit 6,015 26,795 35349

Subtotal 705,949 673,917 564,053
Advances to suppliers 3,433 5,300 2595

Total 709,382 679,217 566,648
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11. PROPERTY, PLANT AND EQUIPMENT

3/31/2012
Cost or deemed cost Depreciation Net value
Value at Foreign  Acquisitions Transfers Retiremen Value at Accumulated Foreign Retiremen Depreciation Accumulated at the end
the currency and the end of depreciation ¢ currency and Rate Ofthe depreciation of the
beginning  exchange disposal the period the beginning exchange disposal % period atthe end of  period
of the year differences of the year differences period
Land and buildings 876,890 772 1,269 10 878,941 72,108 402 2,25,3.3and5 7,179 79,689 799,252
Machinery and
equipment, containers,
tools and spare parts (1) 952,733 100 2,956 978 197 956,570 711,584 79 5and 10 6,619 718,282 238,288
Fittings, laboratory
equipment and
furniture 726,746 372 1,442 20 728,540 519,132 313 17 5,10,25and 33 5,980 525,408 203,132
Vehicles (2) 134,426 39 699 485 134,679 106,190 10 411 10 and 20 1,240 107,029 27,650
Trays 85,376 8,517 93,893 54,910 33 4,470 38, 34,513
Work in progress 82,759 25,075 2,403 529 109,708 109,708
Advances to suppliers 7,211 8,030 (2,403) 17 12,821 12,821
Carrying amount as of
March 31, 2012 2,866,141 1,283 47,988 988 1,248 2,915,152 1,463,924 804 428 25,488 1,489,788 1,425,364

(1) Includes machinery operated by Promas S.A. aitlet value of 5,676 as of March 31, 2012.
(2) Includes vehicles operated by frighters of Gmr-S.A. and Logistica la Serenisima S.A. withtavalue of 7,337 as of March 31, 2012.
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1/1/2011

Land and buildings

Machinery and equipment,
containers tools and
spare parts (1)

Fittings, laboratory
equipment and furniture

Vehicles (2)

Trays

Work in progress

Advances to suppliers

Carrying amount as of
December 31, 2011

12/31/2011
Cost or deemed cost Depreciation Net value Net value
Value at  Acquisi- TransfersRetiremen Value at Accumulated Retiremen Depreciation Accumulate at the at the end
the tions and disposi the end depreciation at _and Rate Of the depreciatiot end of of year
beginning of year the beginning disposal % year attheend year
of the year of the year of year
874,830 2,182 34 156 876,890 14,473 95 2,2.58d% 57,730 72,108 804,782 860,357
969,444 7,371 15,661 39,743 952,733 717,460 38,098 5and 10 32,222 711,584 241,149 251,984
707,097 7,763 14,470 2,584 726,746 499,021 2,458 5, 10, 25 and 332,569 519,132 207,614 208,076
127,781 9,844 2,433 5,632 134,426 106,371 4,462 antl®0 4,281 106,190 28,236 21,410
60,538 24,838 85,376 41,591 33 13,319 54,910 30,466 18,947
47,254 66,741 (31,236) 82,759 82,759 47,254
917 10,499 (4,205) 7,211 7,211 917
2,787,861 129,238 (2,843) 48,115 2,866,141 1,378,916 45,113 130,121 1,463,924 1,402,217 1,408,945

(1) Includes machinery operated by Promas S.A. aitiet value of 5,838 as of December 2011 and0&8las of January 1st, 2011.
(2) Includes vehicles operated by frighters of Gmr-S.A. and Logistica la Serenisima S.A. with favatue of 7,685 as of December 31, 2011 and &¥ d& of January

1st, 2011.
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12. TRADE PAYABLE

3/31/2012 12/31/2011 1/1/2011
Trade payables 526,822 497,047 415,133
Related parties (Note 27) 129,307 120,822 85207
Note payables 66,742 53,139 23851
Foreign suppliers 5,183 7,661 7770
Total 728,054 678,669 531,961
13. BORROWINGS
3/31/2012 12/31/2011 1/1/2011
Short-term debt
Principal:
Senior notes and loan debt:
Senior Notes:
Senior Notes due 2012 15,538 19,941
Senior Notes Series A, B and C — due 2018 31,183 30,648
Senior Notes Series D — final due 2015 4,379 4,304 1,988
Subtotal 51,100 54,893 1,988
Loan:
Loan debt — tranche A — final due 2015 14,649 14,398 8,100
Loan debt — tranche B - final due 2018 3,156 3,102
Non-restructured Collateralized Floating Rate Debt 91
Subtotal 17,805 17,500 8,191
Subtotal — Senior Notes and loan debt 68,905 72,393 10,179
Other financial debt:
Unsecured debt 11,758 17,402 1,674
Unsecured debt — related parties (Note 27) 16,203 1,150 1,062
Secured debt 71,388 66,602 21,134
Subtotal — Other financial debt 99,349 85,154 23,870
Total principal 168,254 157,547 34,049
Accrued interest:
Unsecured - related parties (Note 27) 6 3 3
Unsecured and secured debt 23,202 1,335 887
Total accrued interest 23,208 1,338 890
Adjustment to net present value:
Senior Notes due 2012 (169) (332)
Total adjustment to net present value (169) (332) -
Total 191,293 158,553 34,939
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3/31/2012 12/31/2011 1/1/2011
Long-term debt
Principal:
Senior Notes and loan debt:
Senior Notes:
Senior Notes Series A, B and C — due 2018 592,469 582,321 576,822
Senior Notes Series D — final due 2015 37,222 36,584 37,772
Senior Notes due 2012 18,422
Senior Notes Series E — final due 2013 (net of
commissions and expenses related to the issuance by
2,565 to 3/31/2012 and 3,003 to 12/31/2011 and
4,409 to 1/1/2011) 85015 83077 75111
Subtotal 714,706 701,982 708,127
Loan:
Loan debt — tranche A — final due 2015 124,513 122,380 137,285
Loan debt — tranche B — final due 2018 59,967 58,940 57,314
Subtotal 184,480 181,320 194,599
Subtotal — Senior Notes and loan debt 899,186 883,302 902,726
Other financial debt:
Secured debt 5,958 6,271 703
Subtotal — Other financial debt 5,958 6,271 703
Total principal 905,144 889,573 903,429
Adjustment to net present value:
Senior Notes Series A, B and C — due 2018 (66,076)70,907) (91,171)
Senior Notes Series D — final due 2015 (6,392) (6,963) (9,176)
Senior Notes due 2012 (870)
Loan debt — tranche A — final due 2015 (21,430) (23,342) (33,352)
Loan debt — tranche B — final due 2018 (6,688) (7,177) (9,059)
Total adjustment to net present value (100,586) (108,389) (143,628)
Total 804,558 781,184 759.801

13.1 Main loans agreements

13.1.1 Refinancing of the financial debt in 2010

At the end of 2009, the Company started a processefinance the major portion of its
financial debt (“Existing Debt”) having significargmounts maturing from 2010 to 2013,
which concluded on May 7, 2010 (“closing” date loé trefinancing) with the signing of the
contracts through which such refinancing was imsented. Such refinancing process, took

place in accordance with the following detail:
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a) Form of the refinancing:

The refinancing of the Existing Debt was implementhrough a voluntary exchange
which included the exchange for cash and new debthé following proportionate
portions per each US$ 1,000 of the nominal valuéghefold debt, at the option of each
creditor:

(i) US$ 39 in cash and US$ 961 in new debt with finaturity in 2018, or
(i) US$ 98 in cash and US$ 902 in new debt with finaturity in 2015.

The offer also contemplated the conversion into tilars of the originally debt
denominated in Euros or Argentine pesos, at théypprevailing two days before the
closing date.

Additionally, at the closing date, the Company paicash the total amount of interests
accrued as from July 1, 2009 to (but not includitiggé day of the closing of the
refinancing process.

The Company’s proposal was accepted by creditddinigoapproximately 98% of the
debt under refinancing.

b) Amount exchanged at the closing date:

» US$S 2,148 thousand of principal of Senior Notess€la-1 were exchanged for U$S
84 thousand in cash and U$S 2,064 thousand ofipainof new Senior Notes Series
A,

e US$S 152,297 thousand of principal of Senior Notes€A-2 were exchanged for U$S
6,520 thousand in cash, U$S 136,903 thousand atipal of New Senior Notes
Series A and U$S 8,874 thousand of principal of Sewior Notes Series D;

« US$S 2,000 thousand of principal of Senior Notess€IB-2 were exchanged for U$S
152 thousand in cash, U$S 722 thousand of prinoipaéw Senior Notes Series B and
US$S 1,126 thousand of principal of new Senior N&eses D;

» US$S 5,605 thousand of principal of Senior Notess€la were exchanged for U$S 219
thousand in cash and U$S 5,386 thousand of prihafpeew Senior Notes Series C;

» The equivalent (converting into US dollars the portof the debt denominated in
other currencies, considering the applicable exgbaates) to U$S 40,538 thousand of
principal of floating rate debt were exchanged {t$S 3,973 thousand in cash and
US$S 36,566 thousand of principal of new loan digbhhche A; and

+ US$S 15,000 thousand of principal of fixed rate delere exchanged for U$S585
thousand in cash and U$S 14,415 thousand of pahoffmnew loan debt, tranche B.
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c) Terms of the new debt:

1.

2.

Payment of principal and interests:
Terms of the new debt
Senior Notes Series A, B and Senior Notes Series D and
C and loan debt, tranche B loan debt, tranche A
Due 2018 Due 2015
Maturity date Amortization Rate (*) Amortization Rate
of principal of principal
June 30, 2010 7.00% **)
December 31, 2010 7.00% (**)
June 30, 2011 7.00% 2.50% (**)
December 31, 2011 7.00% 2.50% **)
June 30, 2012 2.50% 7.50% 5.00% **)
December 31, 2012 2.50% 7.50% 5.00% **)
June 30, 2013 2.50% 8.00% 7.50% (**)
December 31, 2013 2.50% 8.00% 7.50% **)
June 30, 2014 2.50% 8.50% 15.00% (**)
December 31, 2014 2.50% 8.50% 15.00% **)
June 30, 2015 2.50% 9.00% 20.00% (**
December 31, 2015 2.50% 9.00% 20.00% (**
June 30, 2016 10.00% 9.00%
December 31, 2016 10.00% 9.00%
June 30, 2017 15.00% 9.00%
December 31, 2017 15.00% 9.00%
June 30, 2018 15.00% 9.00%
December 31, 2018 15.00% 9.00%

(*) The above-mentioned interest rates corresgorttie nominal annual rate applied in the
semester ending at each date. The contingent gtteate mentioned afterwards is not
included.

(**) The applicable interest rate of the debt d@d 2 is a floating rate and is determined by

reference to the LIBO rate plus a spread of 2.5%6yiged that such rate shall not
exceed 6% per annum.

Implementation of the new debt:

Holders of the existing Senior Notes received atrtbption: (i) for the debt due
2018, new Senior Notes Series A, B and C for tihenéo Senior Notes Series A, B
and C, respectively, or (ii) for the debt due 201y Senior Notes Series D.

Holders of the collateralized floating rate debteiged the new loan, tranche A,
due 2015.

Holders of the fixed rate debt received the new |t&@nche B, due 2018.

Other conditions:

The new Senior Notes of the Company (except S&jealso include a contingent
interest at an annual rate during each one-yeaodheas from January 1, 2011,
based on the EBITDA (in accordance with the termduided in the new loan
contract) of the prior fiscal year, with a maximwin4% if the EBITDA is higher
than US$ 104,999,999. The semi-annual paymentgte@fest maturing on June and
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December 31, 2011 accrued a contingent interestafa.1% based on the 2010
EBITDA estimated for the fiscal year ended Decen8igr2010. The semi-annual
payments of interest maturing on June and Deceihe?012 accrue a contingent
interest rate of 2.1% based on the 2011 EBITDAwsked for the fiscal year ended
December 31, 2011.

On each June 30, commencing on June 30, 2011 aimp&hy must apply to repay,
ratably and at par, a principal amount of the nebtdiue 2018 equal to 75% of the
excess cash (as defined in the issuance termsafeWw debt) for such preceding
fiscal year. As of December 31, 2011, from the walion performed by the
Company, there is no excess cash according to #imittbns of the loan
agreements, which might have required the paynmeativance of a portion of such
debt.

According to the terms established in the new delotin addition to all scheduled
amortization payments, the Company had to redueadgregate principal amount
outstanding of its new debt in the amount of US@26illion by December 31,
2011 (“mandatory debt reduction”), or, otherwises hew refinanced debt will bear
penalty interest (i) at the rate of 0.25% for tlkeary2012, and (ii) later, commencing
on January 1, 2013, at the rate of 1.0% per yeangl@013, which penalty interest
will increase by 0.25% on January 1 of each yearetffter until the mandatory
debt reduction has been completed in full. As@oenpany did not comply with
the mandatory debt reduction before December 311 2be interest rate for such
debt increased by 0.25% in 2012.

The new agreements contain certain commitments,ludimg reporting
requirements, and imposed certain limitations aifigcthe Company’s ability and
the restricted subsidiaries’ ability to: borrow negn pay dividends, redeem capital
stock or redeem subordinated debt, make investmesa capital stock of
subsidiaries, guarantee other indebtedness, enter dgreements that restrict
dividends or other distributions from restrictedsidiaries, enter into transactions
with unrestricted subsidiaries and affiliates algsihe ordinary course of business,
create or assume certain liens, engage in merg@ansolidations, and enter into a
sale of all or substantially all of the Companyssets.

The new Senior Notes (except for Series C) anaéweloan debt are collateralized
in each case, ratably and in first degree for ptedgjven to the guarantee agent by
the shareholders of the Company on a humber of @oyip stock of 32.51% and
16.49%, respectively, of their common stock andingptight. This collateral is also
applied to the non-restructured Senior Notes dug22®ubsidiaries Leitesol
Industria e Comercio Ltda., Mastellone San Luis.SAd Promas S.A are jointly
and severally liable for the Senior Notes and ldebt. In February 2011, the Board
of Directors of the Company and Con-Ser S.A. appdawat the latter will be also
jointly and severally liable (in the same terms)dach debt.
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d) Summary as of March 31, 2012 of debt refinanced iNlay 2010:

Amount in
thousand pesos
(as of March 31,

Amount in the
Debt restructured original currency
— in thousands

2012)
Senior Notes Series A, B and C — final due 2018 U$sSL42,419 623,652
Senior Notes Series D — final due 2015 us$s 9,500 41,601
New loan debt — tranche A — final due 2015 Uss 73 139,162
New loan debt — tranche B — final due 2018 uUss 4183 63,123

13.1.2 Senior Notes — due 201which greatest portion was refinanced in May 2010see
paragraph 13.1.1)

The Senior Notes due 2012 accrue interest at aofa®% per annum, payable semi-

annually (every June 30 and December 31), in araad due on June 30, 2012. Principal

amounted to US$ 166,684 thousand while the remmipimcipal not restructured in May
2010 of these Senior Notes amounts to U$S 3,548t as of March 31, 2012.

If certain conditions are met, on each June 30Qtpany should apply the excess cash
(as defined in the terms of the Senior Notes) ftoenpreceding year to redeem ratably and
at par certain part of the principal amount of thmaining senior notes. As of December
31, 2011, from the calculation performed by the @any, there was no excess cash

according to the definitions of the Senior Notesmnie which might have required the
payment in advance of a portion of such debt.

The Senior Notes due 2012 contemplate commitmemntsanditions that are usual for this

kind of agreements, which included certain coll@temland limitations to perform certain
type of financial or investments transactions, @awnts of default which in case of

existence, could entail the creditors the righacdeleration of payment of the principal and

accrued interest.

13.1.3 Issuance of Senior Notes Series E

On December 21, 2010, the Company issued US$ 20000ace value Senior Notes Series
E, bearing a fixed 9.5% annual interest rate, playabery six months, and maturing on June
21, 2013, which were issued as part of the GlobadiRmme of Issuance of Senior Notes for a

nominal value of US$ 250,000,000 approved by theéddal Securities Commission in 2007.
The proceeds from the issuance were used to réqmairterm debt and to fund working capital
needs.

The debt contract includes commitments and usualitions for this type of debt agreements.
Subsidiaries Leitesol Industria e Comercio Ltdagskllone San Luis S.A. and Promas S.A
are jointly and severally liable for the Senior dtin February 2011, the Board of Directors

of the Company and Con-Ser S.A. approved thatatierlwill be also jointly and severally
liable (in the same terms) for such debt.

-35-



14. ACCRUED SALARIES, WAGES AND PAYROLL TAXES

3/31/2012 12/31/2011 1/1/2011

Payroll and bonus to management 91,820 97,360 68,556
Social security taxes 37,126 40,340 26,209
Total 128,946 137,700 94,765

15. TAXES PAYABLE AND ACCRUAL FOR TAX RELIEF

3/31/2012 12/31/2011 1/1/2011

e Current
Tax withholdings 40,972 41,903 29,266
Taxes, rates and contributions (net from advances) 17,157 14,567 14,288
Payment plan — Law N° 26,476 6,097 5,989 2,376
Tax — Law N° 23,966 3,467 2,522 2,566
Total 67,693 64,981 48,496

¢ Non-current

Payment plan — Law N° 26,476 37,093 37932 43,922
Accrual for tax relief 22,894 22,894 22,894
Taxes, rates and contributions 484 921 4,313

Total 60,471 61,747 71,129

Réqgime for industrial promoted activities of sultsiks

Mastellone Hermanos S.A., as an investor in MastellSan Luis Sociedad Anénima and
Promas Sociedad Andnima, pursuant to several flagad deferred payment of value added
taxes and income taxes, provided that these amaretsnvested in the above-mentioned
subsidiaries. In the case of Mastellone San Lus, $he deferred payments were already paid.
In the case of Promas S.A., the obligations ararselcby shares of such subsidiary owned by
Mastellone Hermanos Sociedad Andnima, as requiyedpplicable regulations. The value-
added taxes and income taxes deferred are recasigabilities in the statement of financial
position.

The promotional régimes granted to Mastellone Sais Sociedad Andnima and to Promas
Sociedad Andnima also included the benefit of rdogi from the Federal Government an
amount in the form of government bonds determimad&dhg into account the investments to be
made, the level of activity, the number of empl®yaad other parameters, at the authorization
of the inclusion in such régimes. The Company tisegiovernment bonds as payment mainly
for value added tax (and a minor amount for ottaional taxes). A benefit, which is a credit
to cost of sales, is recognised when the governivamds are used to pay tax obligations.

Through Decree N° 699/10, the National Executivevétoextends for a two-year term starting
2012, the benefits which are currently in forcegaosmoted companies in the Provinces of San
Luis, La Rioja, San Juan and Catamarca, beginmeg the Provincial Governments adopt the
decree and subscribe the corresponding agreementh® other side, the Federal Justice
issued a precautionary measure provisionally sulipgrihe applicability of the decree, which
was rejected by the Federal Court of the Provirfiddendoza on July 8, 2011. Subsequently,
on August 26, 2011 the Federal Court of Appealepied the extraordinary appeal filed by
the San Rafael Chamber Commerce against the Dedfe®99/10, consequently, the
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applicability of such decree is suspended untilNlagional Supreme Court of Justice rules on

the main issue.

16. PROVISIONS

3/31/2012  12/31/2011 1/1/2011
* Current
Accrued litigation expenses 876 951 1,365
Other accrued expenses 477 8,665 7,615
Total 1,353 9,616 8,980
* Non-current
Accrued litigation expenses 19,680 16,391 18,375
Other accrued expenses 2,414 1,614 1,891
Total 22,094 18,005 20,266

The movement of accrued litigation and other expsims as follows:

3/31/2012  12/31/2011 1/1/2011
* Current
Balance at the beginning of the year 9,616 8,980 6,586
Balance of acquired subsidiary 335
(Reversal) increases (1) (4,510) 1,137 888
Payments made (163) (671) (1,267)
Re-measurement of foreign subsidiaries allowances 89 3 (267) 525
Transfer (to) from non-current allowance (3,979) 437 1,913
Balance at the end of period or year 1,353 9,616 8,980
* Non-current
Balance at the beginning of the year 18,005 20,266 15,579
Balance of acquired subsidiary 8,991
Decrease due to sale of subsidiary company (262)
Increases (reversals) (1) 110 (1,184) (1,462)
Payments made (640) (667)
Transfer from (to) current allowance 3,979 (437) (1,913)
Balance at the end of period or year 22,094 18,005 20,266
(1) Net reversal, credited to other gain and losse201.2, Note 23.
17. OTHER LIABILITIES
3/31/2012  12/31/2011 1/1/2011
e Current
Debt for acquisition of company 4,416 4,350 4,052
Related parties (Notes 27) 8
Other 4,256 2,537 3,736
Total 8,672 6,887 7,796
¢ Non - current
Debt for acquisition of company 1,076 4,970
Deferred revenue 928 922 872
Other 2,189 2,153 2,026
Total 3,117 4,151 7,868
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18. DEFERRED TAX

Deferred tax assets

3/31/2012 12/31/2011 1/1/2011
Temporary differences:
Provisions and other non-deductible accrued
expenses 8,300 7,878 6,676
Inventories 5,494 3,788 2,209
Property, plant and equipment 452 362 79
Tax loss carry-forwards 27,916 31,411 33,103
Alternative minimum income tax 9,026 8,584 7,624
Valuation allowance for alternative minimum
income tax and deferred income tax (43,625) (43,984) (36,267)
Total 7,563 8,039 13,424
Deferred tax liabilities:
3/31/2012 12/31/2011 1/1/2011
Temporary differences:
Provisions and other non-deductible accrued 9,345 11,605
expenses 10,955
Inventories 18,646 23,693 9,542
Intangible assets 529 497 361
Other assets (476) (476) (470)
Property, plant and equipment (316,139) (322,254) (344,325)
Credits deducted for tax purposes (1,872) (1,767) (1,543)
Adjustment to present value (35,497)  (38,285) (50,552)
Tax loss carry-forwards 56,672 42,974 66,893
Alternative minimum income tax 98,423 94,202 77,563
Valuation allowance for alternative minimum
income tax and deferred income tax (18,039) (15,416) (11,730)
Total (188,408) (205,877) (242,656)

The unused tax loss carry-forwards filed with taxharities by Mastellone Hermanos S.A. as
of March 31, 2012 are as follows:

Year of Tax loss Applicable Credit due to tax Expiration — date for
generation amount tax rate loss carry- submission of tax
forward returns fiscal years
2007 7,886 35% 2,760 2012
2008 94,524 35% 33,083 2013
2009 40,327 35% 14,114 2014
2010 19,344 35% 6,770 2015
2011 37,879 35% 13,258 2016
199,960 69,985
(2) 26,469 34% 4,491 Unlimited
74,476
Tax loss carry-fowards of the period 11,902)
Uses of tax loss carry-fowards (1,78Q@)
84,588

- 38 -



(1) Tax losses generated by foreign subsidiaries, wtéchbe offset up to 30% of each year's
tax profit, have no expiration date. They were @ited at the exchange rate applicable at
period-end.

(2) Corresponds to the tax income (loss) estimatedh®ithree-month period ended March 31,
2012, which will turn into a tax loss carry-forwaadsing from the tax return provided that
the tax income (loss) remains at the end of figeal 2012.

The movement of temporary differences between lwaokying amounts and tax basis of assets
and liabilities and tax loss carry-forwards is aléofvs:

Balance Reduction of Taxloss carry-  Charge Balance at th
at the tax loss carry- forwards for the end of the
beginning of forwards expired in the  period or period or year
the year period or year year
()
Temporary differences between
book carrying amounts and tax
basis of assets and liabilities (315,609) 4,391 (311,218)
Tax loss carry-forwards 74,385 (3,687) 13,890 84,588
Total as of March 31, 2012 (241,224) (3,687) - 18,281 (226,630)
Temporary differences between
book carrying amounts and tax
basis of assets and liabilities (366,418) 50,809 (315,609)
Tax loss carry-forwards 99,996 (27,304) (1,754) 3,447 74,385
Total as of December 31,
2011 (266,422) (27,304) (1,754) 54,256 (241,224)

(1) Charged to income tax — In 2012, Note 24.

19. REVENUE

3/31/2012 3/31/2011

Product sales 1,711,302 1,364,318
Services provided 56,871 40,562
Turnover tax (42,624) (37,242)
Sales discounts and volume rebates (82,582) (58,631)
Sales returns (29,905) (23,367)
Total 1,613,062 1,285,640

Sales commitments

- The Company has entered into certain term supplgeagents through which it procures
raw material and provides industrial services tod@e Argentina S.A.

« The Company has agreed to meet export commitmdmsvadered milk and whey for a
total of approximately 2,900 tons with an estimatedtract value of US$10,200,000.

« The Company has entered into agreements with priadiand national public agencies for

the sale of approximately 4,700 tons of powderatifand milk with an estimated contract
value of 144,100.
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20. COST OF SALES

3/31/2012 3/31/2011

Cost of goods sold:
Inventories at the beginning of the year

Resale goods 20,537 19,585

Finished goods 326,090 244,242

Work in progress 153,468 129,661

Raw materials, packaging and other 135,216

materials 147,027

Goods in transit 26,795 673,917 35,349 564,053
Purchases 886,529 715,580
Production expenses (Note 21) 315,773 241,256
Write-off of spare parts 526
Re-measurement of foreign

subsidiaries inventories 2,457 2,768
Benefits from industrial promotion (6,925) (11,500)
Inventories at the end of the period

Resale goods (28,334) (23,546)

Finished goods (347,362) (212,083)

Work in progress (161,034) (132,034)

Raw materials, packaging and other

materials (163,204) (154,218)

Goods in transit (6,015) (705,949) (27,550) (549,431)

Subtotal - cost of goods sold 1,165,802 963,252
Cost of services rendered:
Purchases 6,294 2,385
Production expenses (Note 21) 25,741 19,801

Subtotal - cost of services rendered 32,035 22,186

Total cost of sales 1,197,837 985,438

Purchase commitments:

« The Company and its subsidiary Mastellone San Sufs (“MSL"), and Danone Argentina
S.A. (“DA"), agreed on the terms of the servicebéoprovided by Logistica La Serenisima
S.A. (“Logistica”) related to the distribution o&idy and fresh products in Argentina up to
October 1, 2040. The price charged by Logisticatfoservices is actual costs plus a 0.1%
margin. The agreement provides that if any partggtdiilone Hermanos Sociedad Andnima
or MSL) decides to cancel without cause the agreéntmefore the end of the
abovementioned term a penalty of US$ 50,000,00@ldhbe paid to Logistica. This
penalty would not be applicable if termination bétcontract is due to non-compliance of
Logistica with its duties under the agreement. Muoee, the same penalty should be paid
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by the Company or MSL if one of these companiesipces products similar to products
currently marketed by Danone.

e In July 2004 Promas S.A. entered into an agreemihtEstablecimientos Agropecuarios
Lar S.A. for the purchase of future olive harvestd the exploitation of 400 hectares in the
province of Catamarca.

On March 12, 2007 the subsidiary company enterdd @ new agreement with
Establecimientos Agropecuarios Lar S.A. extendhy productive and financial schedule
and the quantity of hectares to 480. This docurbamts Lar S.A. to deliver 97,800 tons of
olives throughout the duration of the contract, chhstarted on the date of signature and
will expire with the completion of harvest in 203romas S.A. will receive 100% of olives
production, with a guaranteed minimum. On Decenm@r 2011, this agreement was
modified (effective January*12012) by eliminating the guaranteed minimum theatS.A.
was obliged to deliver according to the previoustract.

21. INFORMATION REQUIRED BY ART. 64 OF ARGENTINA CORPOR ATE LAW
N°19,550

3/31/2012
Production Costof Selling General and Total
expenses services expenses administrative
expenses

Remuneration to members of the

Board of Directors and members

of the statutory Audit Committee 7,351 7,351
Fees and compensation for services 32,703 78,967 7,229 118,899
Payroll, bonus and social security

charges 133,176 13,934 47,777 22,760 217,647
Depreciation of property, plant and

equipment 20,555 2,454 1,703 776 25,488
Amortization of intangible assets 920 96 186
Provision for bad debts 4,527 4,527
Freights 73,530 163,858 237,388
Maintenance and repair 13,946 585 2,042 53 16,626
Office and communication 211 50 98 414 773
Fuel, gas and energy 20,614 3,229 1,908 12 25,763
Vehicles expenses 2,529 1,781 262 4,572
Publicity and advertising 42,025 42,025
Taxes, rates and contributions 13,313 2,343 306 16,339 32,301
Insurance 3,741 50 1,520 277 5,588
Travelling 121 382 80 583
Export and import 5,475 a7 5,522
Harvest expenses 88 88
Supplies and chemicals 53 53
Miscellaneous 1,103 3,096 3,325 2,444 9,968

Total 315,773 25,741 355,694 58,140 755,348
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3/31/2011
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Production Cost of Selling General and Total
expenses services  expenses administrative
expenses
Remuneration to members of the Board
of Directors and members of the
statutory Audit Committee 5,635 5,635
Fees and compensation for services 22,281 11 55,576 5,990 83,858
Payroll, bonus and social security
charges 89,546 9,504 28,213 20,058 147,321
Depreciation of property, plant and
equipment 25,862 2,875 1,276 578 30,591
Amortization of intangible assets 112 95 207
Provision for bad debts 403 403
Freights 56,050 123,902 179,952
Maintenance and repair 11,044 599 1,303 78 13,024
Office and communication 198 53 391 642
Fuel, gas and energy 15,855 3,342 2,333 12 21,542
Vehicles expenses 1,435 1,297 157 2,889
Publicity and advertising 29,685 29,685
Taxes, rates and contributions 13,556 2,013 252 12,602 28,423
Insurance 2,739 6 1,121 226 4,092
Travelling 95 14 440 60 609
Export and import 4,072 25 4,097
Harvest expenses 774 774
Supplies and chemicals 139 139
Miscellaneous 1,570 1,437 1,193 2,011 6,211
Total 241,256 19,801 251,119 47,918 560,094
22. FINANCIAL COST
3/31/2012 3/31/2011
Senior Notes and long-term loans interest 29,5687 25,921
Other loans interest 3,137 2,506
Other interests 1,809 2,346
Total 34,533 30,773
23. OTHER GAINS AND LOSSES
3/31/2012 3/31/2011
Gain on sale of property, plant and equipment 1,562 435
Charges to freighters 480 1,102
Royalties and licenses 244 12
Reversal of valuation allowance for other assets 4
Reversal (charge) of provision for litigation arttier expenses 4,400 (626)
Donations (207) (198)
Depreciation of investment property (42) D
Miscellaneous (947) (306)
Total — net gain 5,490 422




24. INCOME TAX AND ALTERNATIVE MINIMUM INCOME TAX
3/31/2012 3/31/2011

Current income tax (7,865) (5,716)
Tax loss carry-forwards for the period 13,890 15,898
Net change in temporary differences 4,391 5,128
Subtotal 10,416 15,310

Valuation allowance on alternative minimum incorae and
deferred income tax (2,264) (3,824)
Total 8,152 11,486

The reconciliation of income tax expense to the @malerived by applying the applicable
statutory income tax rate to income before incoaxeaind alternative minimum income tax for
the period is as follows:

3/31/2012 3/31/2011

Net loss before income tax and alternative mininmcome

tax (38,871) (43,369)
Statutory income tax rate 35% 35%
Income tax at statutory income tax rate 13,605 15,179
Permanent differences (3,189) 131
Valuation allowance on alternative minimum incorae and
deferred income tax (2,264) (3,824)
Total 8,152 11,486

25. CHANGES IN WORKING CAPITAL

3/31/2012 3/31/2011

Trade accounts receivable 15,995 (23,907)
Other receivables 1,394 42 556
Tax credits (12,975) (24,823)
Inventories (31,153) 17,989
Trade payables 49,385 24,046
Accrued salaries, wages and payroll taxes (8,754) 1,529
Taxes payable and accrual for tax relief (4,100) 2,037
Advances from customers (914) (22,329)
Provisions (163) (186)
Other liabilities 1,722 281

Total 10,437 17,193

26. PLEDGED AND RESTRICTED ASSETS

Certain assets owned by the Company are pledgedliaseral for bank and financial liabilities,
notes payable, and tax debt (tax régime for prothativities) for a total amount of 71,960 as of
March 31, 2012 (57,069 as of December 31, 20112862 as of Januari‘,lZOll). Detail of
pledged assets is as follows:
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3/31/2012  12/31/2011 1/1/2011

Trade accounts receivable 1,982
Inventories 38,857 16,477 16,025
Property, plant and equipment 10,183 10,370 8,669
Equity value of holding in subsidiary company

Promas S.A. 71,049 71,339 77,601

The Company also has pre-export credit lines irerotd finance exports, which have as collateral,
according to each case, a trust set up over thectiohs obtained from sales to the domestic retail
market, inventories and the assignment of purcloaders of the subsidiary company Leitesol
I.C.S.A. The outstanding balance of such debt ansoin27,020 as of March 31, 2012, 37,304 as
of December 31, 2011 and 17,351 as of Januaryl1,.20

Additionally, as of March 31, 2012 there were ottemreivables for an amount of 3,545 (3,543 as of
December 31, 2011 and 3,941 as of January 1, 2@1@Yyarantee of financial and commercial
transactions.

See also commitments and collaterals granted bgttekholders for the restructured financial debt
in 2004 and in 2010 in Note 13.1.1 and 13.1.2.

27. RELATED PARTIES OUTSTANDING BALANCES

Trade account receivables Other
Company (current) receivables
(current)

3/31/2012 12/31/2011 1/1/2011 1/1/2011

Afianzar S.G.R. 2 1
Danone Argentina S.A. (1) 85,088 101,092 111,773
Fideicomiso Formu 10 52 35
Frigorifico Nueva Generacion S.A. 216 132 41 342
Juan Rocca S.R.L. 35
Logistica La Serenisima S.A. 108,692 72,714 54,524
Los Toldos S.A. 384 229 104
TOTAL 194,392 174,255 166,477 342

(1) Includes receivables arising from sales of raw mpilkchased for and on behalf of Danone Argentida I8y 73,895
at March 31, 2012, 83,850 at December 31, 201188r2D2 at 1 January 2011.

Trade payable Borrowings Other
Company (current) (current) liabilities
(current)

3/31/2012 12/31/2011 1/1/2011  3/31/2012 12/31/2011 1/1/2011 1/1/2011

Afianzar S.G.R. 15 11

Danone Argentina S.A. 13,523 30,959 24,067 8
Fideicomiso Formu 15,033

Frigorifico Nueva Generacion

S.A. 2
Juan Rocca S.R.L. 1,176 1,153 1,065
Logistica La Serenisima S.A. 115,393 89,343 60,861
Los Toldos S.A. 232 337 129
Masleb S.R.L. 144 172 148

TOTAL 129,307 120,822 85,207 16,209 1,153 1,065 8
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28. RELATED PARTIES OPERATIONS

Transactions with related parties for the threetimgeriods ended March 31, 2012 and 2011 were
as follows:

3/31/2012 3/31/2011

Revenues
Afianzar S.G.R. 2
Danone Argentina S.A. 49,017 44,166
Fideicomiso Formu 134 103
Frigorifico Nueva Generacion S.A. 74 89
Logistica La Serenisima S.A. 4,552 4,519
Los Toldos S.A. 226 100
Purchase of goods and services
Danone Argentina S.A. 23,266 13,451
Logistica La Serenisima S.A. 70,394 61,031
Los Toldos S.A. 889 519
Masleb S.R.L. 429 507
Financial cost
Fideicomiso Formu (954)
Juan Rocca S.R.L. (29) (29)

Other gain and losses
Logistica La Serenisima S.A. 857 459

During the three-month periods ended March 31, 28d@ 2011, the Company paid a total of
19,869 and 15,582, respectively, in concept of resmation and fees to members of the Board of
Directors and executive officers. The Company dussprovide its Directors or executive officers

with any type of pension, retirement or similar &f#s.

29. FINANCIAL INSTRUMENTS
29.1 — Capital management

The Company manages its capital in order to maxritiz shareholders’ return, by optimization of
debt and equity balances according to its busipéss. For that end, it takes part - directly or
through its subsidiaries - in operations that imeofinancial instruments, which can give rise to

several risks.

The Company is not subject to any requirement pitabsettled externally.
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Capital structure and debt ratio

3/31/2012 12/31/2011 1/1/2011
Debt (1) 995,851 939,737 794,740
Cash and cash equivalent 73,503 64,101 39,907
Net debt 922,348 875,636 754,833
Equity 774,621 801,638 813,637
Indebtness ratio 1.19 1.09 0.93

(1) Debt is defined as current and non-currentdwings, as detailed in Note 13.

29.2 — Financial instruments categories

Financial instruments were classified accordintF®RS 7 in the following categories:

3/31/2012 12/31/2011 1/1/2011
Financial assets
Amortized cost:
Cash and cash equivalent 41,602 43,768 36,907
Other financial assets 13,098 11,822 2,110
Trade accounts receivable 609,882 628,385 469,862
Tax credits 60,690 60,515 90,304
Other receivables 54,186 50,656 42,346
At fair value with changes to profit and loss
Cash and cash equivalent 31,901 20,333 3,000
811,359 815,479 644,529
3/31/2012 12/31/2011 1/1/2011
Financial liabilities
Amortized cost:
Trade payables 728,054 678,669 531,983
Borrowings 995,851 939,737 794,740
Other liabilities 278,997 286,478 254,412

2,002,902 1,904,884 1,581,135

29.3 — Risk management

The Company and its subsidiary companies are egpwsseveral risks derived from the ordinary
course of business, from the debt taken in orddintmce such operations and from the nature of
the financial instruments that the Company has. #gnthe major risks that the Company is
exposed to are foreign exchange risk, interestrisikecredit risk and liquidity risk.

It is not a practice of the Company and its sulasids to trade financial instruments for specuéativ

purposes. As of March 31, 2012, December 31, andaig 1, 2011 there were no outstanding
derivative financial contracts.
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29.4 — Management of foreign exchange risk

The Company has assets and liabilities and perftnransactions in foreign currency, consequently
exposures to exchange rate fluctuations are gekerat

Balances of assets and liabilities denominatediaign currency, considering as such currencies
that are different from the functional currencyeatch company, are the following:

3/31/2012 12/31/2011 1/1/2011

Assets

United States Dollar 65,082 113,725 69,871
Euro 747 835 1,379
Brazilian Reais 71,881 65,512 72,320
Liabilities

United States Dollar 1,097,356 1,051,739 977,976
Euro 499 206 171
Brazilian Reais 21,488 16,206 15,955
Danish krone 190
Net currency exposure (981,633) (888,080) (850,722)

Foreign currency sensitivity analysis

Considering the definition of functional currenoy £ach company, the company made transactions
with foreign currency mainly in United States Dollguro and Brazilian Reais.

The impact of each 1% increase in the exchangeofdigreign currency in Argentina Pesos is as
follows:

Profit (Loss)
3/31/2012 12/31/2011 1/1/2011

Impact for each 1% increase in the exchange rate of
foreign currency in thousand of Argentine pesos 819) (8,881) (8,505)

The Company estimates that the risk emerging flumexposure to devaluation is mitigated by the
fact that, directly or through subsidiaries, thene sales denominated in foreign currencies
(principally exports from Argentina and sales mauehe Brazilian domestic market through the

subsidiary Leitesol) which are summarized belowsfach of the periods indicated:

3/31/2012 Fiscal Fiscal
(three months year year
period) 2011 2010
Exports and foreign sales 175,565 870,745 498,736

(consolidated amounts)

The Company understands that, for the reasons ahdgleed, it has a natural (although imperfect)
coverage for the devaluation risk. Notwithstandihgt, the Company, through the relevant areas,
performs a permanent evaluation of these risksproter to minimize it using the available
alternatives.
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29.5 — Management of the interest rates risk

The Company performs borrowings transactions fah ldfixed and variable interest rates. The

outstanding debt bearing variable interest rateofaidMarch 31, 2012 amounted to 180,763

(contractual amounts), corresponding to tranché ilssdoan debt and to the Senior Notes Series D,
in both cases, maturing in 2015. Both loans be#loating interest rate based on LIBO plus a

spread, provided that total rate shall not exceédpér annum (for the first semester of 2012 rate
determined was 3.56% annual). Consequently, theekigmpact that the Company could suffer in

case of interest rate increases applicable tal#t$ would be of 2.44%, or approximately 4,400.

At period or year-end, the Company’s net exposaréntierest rates over financial assets and
liabilities is the following:

Net financial assets (liabilities)

Features 3/31/2012 12/31/2011 1/1/2011

Non-interest bear (217,681) (161,321) (169,715)
Fixed-rate financial instruments (850,946) (800,336) (623,026)
Variable-rate financial instruments (122,916) (127,748) (143,865)

(1,191,543) (1,089,405) (936,606)

29.6 — Management of the credit risks

Credit risk refers to risk arising from the poskipithat a part fails to comply with its contraatu
obligations resulting in a loss to the Companytesubsidiaries. The greatest risk arises fronetrad
accounts receivable. The Company considers thatiti is significantly limited by several factors:

« sales in the domestic markets of Argentina and iBeae highly diversified to a large
number of customers in different locations. At game time, due to the nature of the
products, sales operations are conducted on anrangasis, making it easier to track the
status of the client. For larger customers, thermdividual monitoring. In the year 2011
and the first quarter of 2012, no single custonaessrepresented more than 10% of total
revenues of each year or period. Receivables frastomers in receivership and in
bankruptcy have been reclassified to other recégadnd adequately provisioned.

« Exports to third parties take place almost exclkigithrough letters of credit confirmed
locally.

Trade accounts receivable and other receivablesx@@sed to their nominal values less the related
provisions for doubtful accounts, regardless ofgharantees covering certain accounts receivable.
These balances do not differ significantly fromithair values.

29.7 — Management of liquidity risk

The Board of Directors has the final responsibitity managing liquidity risk, having established a
suitable framework in order for the Company’s mamagnt to be able to handle requirements of
financing for short, medium and long term and liiyi requirements. The Company manages
liquidity risk by maintaining reserves and apprafei level of financial borrowings, and
continuously monitoring future and real cash floassd reconciling the maturity profile of financial
assets and liabilities.

The following table details the due date of the @any’s financial liabilities as from each period
or year end. The amounts presented are the camtaesh flows without discount.
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3/31/2012 12/31/2011 1/1/2011

Less than three months 1,027,417 898,541 758,134
Between three months and a year 107,511 159,593 53,276
Between one and five year 522,699 515,409 455,395
More than five years 446,030 440,062 457,958

2,103,657 2,013,605 1,724,763

The following table details the expected cash flasw$rom each period or year end.

3/31/2012 12/31/2011 1/1/2011

Less than three months 749,084 716,662 593,442
Between three months and a year 19,606 24,111 10,192
Between one and five years 33,972 50,537 39,177
More than five years 8,696 24,169 1,718

811,359 815,479 644,529

29.8 — Fair value of financial instruments

Fair value of financial instruments measured atrémex cost

Except for the following, the Board of Directorsnstders that outstanding balances of financial
assets and liabilities included in the financiatasments represent their approximate fair valukeat
end of period or year.

03/31/2012 12/31/2011 1/1/2011
Book value Fair Book value Fair Book value Fair
value value value
Senior Notes due 2018 573,244 536,341 542,062 2580, 485,651 516,256

30. SEGMENT INFORMATION

IFRS 8 requires operating segments to be identifiedthe basis of internal reports regarding
components of the Company that are regularly restewy the Board of Directors in order to
allocate resources to the segments and to assispatformance.

The accounting policies used for the preparatiorthef information for the segments that are
reported are the same that the Company's accoymtiiges described in Notes 2 and 3.

The Company’s reportable segments under IFRS 8safellows:

e Dairy products: Includes the sales of products manufactured \ghraw milk purchased
by the Company directly to dairy farmers locatedAngentina and, to a lower extent, to
other dairy companies. Such sales are made in thendine domestic market (retailers
and public agencies), in the Brazilian domestic kaa(retailers) and the international
markets (exports to third parties).

* Olive Products: includes the sale (mostly in the international kets) of olive oll

processed from the harvest of olive trees of thesisiary Promas S.A., as well as
production purchased to third parties.
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e Other: Includes principally services related to the tpamgation of raw milk and other

associated to the coordination of such transpaitcf@ases and sales of trucks, spare parts,

etc.)
Information - - 3/31/2012
Dairy Olive Other Total
Revenue 1,530,462 1,059 81,541 1,613,062
Net loss for the period (22,392) (7,251) (1,076) (30,719)
Assets allocated to the business lines 2,762,6389,719 137,038 2,989,388
Liabilities allocated to the business lines 2,748, 11,201 74,777 2,214,757
Additions to property, plant and
equipment 46,941 21 1,026 47,988
Depreciation of property, plant and
equipment 23,685 824 979 25,488
Amortization of intangible assets 186 186
Depreciation of investment property 42 42
Net domestic revenue 1,354,897 1,059 81,541 1,437,497
3/31/2011
Dairy Olive Other Total
Revenue 1,220,967 3,742 60,931 1,285,640
Net (loss) income for the period (24,678)(3,959) 592 (28,045)
Assets allocated to the business lines 2,546,32926,994 62,065 2,705,381

Liabilities allocated to the business lines 1,869, 12,050 43,730 1,919,779
Additions to property, plant and

equipment 20,495 116 101 20,712
Depreciation of property, plant and

equipment 29,440 861 290 30,591
Amortization of intangible assets 207 207
Depreciation of investment property 1 1
Net domestic revenue 1,078,843 3,742 60,931 1,143,516

Additionally, the Board of Directors reviews thdarmation based on the following geographical
segments:

Period Revenue
Domestic market Exports Total
3/31/2012 1,437,497 175,565 1,613,062
3/31/2011 1,143,516 142,124 1,285,640

31. RECONCILIATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS
TO ARGENTINE ACCOUNTING STANDARDS EXCEPT FOR RESOLU TIONS N° 26
AND 29

Reconciliations between equity as determined im@ance with the IFRS used for the preparation
of the current financial statements (described wied 2 and 3 to these interim consolidated
financial statements) and the amount of equity thatld have been determined should the
Argentine accounting standards (Technical Resaiaticsued by the F.A.C.P.C.E. other than
Technical Resolutions N° 26 and 29) have been egpdis of two dates: last fiscal year-end

(December 31, 2011) and the date of transitioffRS (January®} 2011), are presented below.
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12/31/11 1/1/11

Total equity according to IFRS 801,648 813,647
Non-controlling interests 10 10
Equity according to IFRS attributable to owners ofthe

parent 801,638 813,637
Reconciling items:

Ref.

1. Inventories and spare parts and supplies 028,4 22,321
2. Property, plant and equipment (520,049) (550,635)
3. Deferred income tax 193,512 228,076
Net equity according to Argentine GAAP 503,502 513,399

A reconciliation between total comprehensive lasstiie three-month period ended on March 31,
2011 determined in accordance with the IFRS usedife preparation of the current interim
consolidated financial statements and the netfmssuch period should the Argentine accounting
standards have been applied, are also presentad.bel

3/31/11
Comprehensive loss for the period (28,045)
Other comprehensive loss for the period
Ref.
4. Translation adjustments of foreign subsidiaoisrations (3,838)
Net loss for the three-month period ended March 312011 according to IFRS (31,883)
Reconciling items:
1. Inventories and spare parts and supplies (873)
2. Property, plant and equipment 8,025
3. Deferred income tax (20,766)
4, Translation adjustments of foreign subsidiaoigsrations 3,838
Resultado neto del periodo segun normas contablesyantinas (41,659)

Explanation of the reconciling items:
1. Inventory, spare parts and supplies

In accordance with Argentine accounting standard&ntory, spare parts and supplies were
valued at their replacement or reproduction codtjckv did not exceed their estimated
recoverable value at each year end. In accordaibel®RS, these items are valued at their
cost, which do not exceed their estimated recoleraiue.

2. Property, plant and equipment

In accordance with Argentine accounting standaperty, plant and equipment were valued
at cost as restated to reflect the effects of fioite net of their accumulated depreciation,
which did not exceed their recoverable value ahegar end. Following the application of
IFRS 1 (paragraph D5 of appendix D), the Compasgted, at the date of transition to IFRS,
to value certain items of property, plant and emépt (properties) at their fair value and use
that fair value as their deemed cost at that dete. fair value was determined based on an
estimate performed by an independent valuationaaggn. As of that date, and in accordance
with IFRS, the Company elected to value these itentkeir cost, which does not exceed their
estimated recoverable value.
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3. Deferred tax

In accordance with Argentine accounting standairds Company had considered the residual
value of the restatement of property, plant andipggent balances to reflect the impact of
inflation as a permanent difference for deferrechtian purposes. As per the International
Accounting Standard (“IAS”) 12, this difference tsmporary in order to determine the

deferred income tax; therefore, the Company recbsteh deferred tax liability. Likewise, the

Company recorded the deferred tax liability thatsar from the difference in valuation of

property, as stated in previous paragraph 2. Aattifly, the Company has considered the
effect of the adjustments included in previous geaph 1 on the deferred tax, considering the
income tax rate in force.

4. Translation adjustments of foreign subsidiarie®perations

This item includes the reclassification of the extaife differences derived from the translation
of assets and liabilities of foreign subsidiaripemtions, which are recorded in the income of
the year in accordance with Argentine accountiramdards, and, as per IAS 21, they are
disclosed under other comprehensive income.

Reconciling items between cash and cash equivalentse three-month period ended March 31,
2011 and the totals for the activities (operatingesting and financing) that cause changes during
the period, determined in accordance with the IEBR& for the preparation of the current financial
statements, and the same lines should Argentineuatiog standards have been applied, are not
material; consequently such reconciliations ispresented.

In preparing the reconciliations described in thecpding paragraphs, the Company has
considered, those IFRS that are deemed to be dppli@nancial statements for the fiscal year

ending December 31, 2012, the first fiscal yeawliich application of IFRS is mandatory. It should

be mentioned that items and figures included irhseconciliations could be modified if the IFRS

in force as of that date were different from the®nonsidered in their preparation.

32. APPROVAL OF THESE FINANCIAL STATEMENTS

These interim consolidated financial statementsewagproved by the Board of Directors and
authorized to be issued on May 18, 2012.
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INDEPENDENT AUDITORS' LIMITED REVIEW REPORT

To the Board of Directors of

Mastellone Hermanos Sociedad An6énima
Encarnacion Ezcurra 365/375 — 2° Floor — Suite 308
City of Buenos Aires

1. We have reviewed the accompanying consolidatedinmtBnancial statements of Mastellone
Hermanos Sociedad Andnima (also referred to as tdflase Hermanos Sociedad Andnima”
or the “Company”) and its consolidated subsidmfigubsidiaries detailed in Note 2.4 to the
interim consolidated financial statements) whichmpase the consolidated statement of
financial position as of March 31, 2012 and theated consolidated statements of
comprehensive income, changes in equity and casgls flwith their Notes 1 to 32 (a summary
of significant accounting policies is disclosedNiotes 2 and 3) for the three-month period
ended March 31, 2012.

The figures and other information for the fiscabyended December 31, 2011 and as of
January 1, 2011 (the latter being the date of tiansto the International Financial Reporting
Standards) and for the three-month period endddach 31, 2011 are an integral part of these
consolidated interim financial statements and atended to be read only in relation to those
financial statements.

The Company’s Board of Directors is responsiblettier preparation and fair presentation of
the financial statements of the Company in accareamth International Financial Reporting
Statements adopted by the Argentine Federation rofegsional Councils in Economic
Sciences as accounting standards and incorporgtéftielNational Securities Commission to
its regulations, as they were approved by the mattisnal Accounting Standard Board (IASB),
and, therefore is responsible for the preparatimh gresentation of the consolidated interim
financial statements attached, in accordance witbrhational Financial Reporting Standard
34 , “Interim Financial Reporting”. Moreover, theod&d of Directors is responsible for the
existence of an internal control system that isscered necessary to enable the preparation of
financial statements that are free from materiastaitement, whether due to fraud or error.
Our responsibility is to issue a limited review ogpon the consolidated interim financial
statements identified in the first paragraph of théction, based on the review carried out
pursuant to the scope of work outlined in section 2

2. We conducted our review in accordance with TechnRasolution N° 7 issued by the
Argentine Federation of Professional Councils iotganic Sciences, applicable to Reviews on
Interim Financial Information. These standards wheitee a scope which is substantially less
than the application of all the auditing proceduresessary to be able to issue an audit opinion
on the financial statements taken as a whole. Thtesedards basically consist of applying
analytical procedures on amounts included in therim financial statements and of making



5.

6.

2

inquiries of persons responsible for preparing thisrmation included in the financial

statements. Consequently, we do not express aroopin the Company’s consolidated
financial position at March 31, 2012, or the coitaied comprehensive income, the
consolidated changes in equity and the consolidzdst flows for the three-month period then
ended.

As indicated in note 2.1 to the consolidated imtefinancial statements mentioned in the first
paragraph, section 1 of this report, these statemiesve been prepared in conformity with
International Accounting Standard 34, “Interim Foel Reporting”, this being the first fiscal
year of application of the International Finandreporting Standards. The effects of changes
caused by the application of this new accountingishare presented in Note 31 to the
consolidated interim financial statements. The gend figures included in the reconciliations
presented in such note may vary as a result ofggsaim the International Financial Reporting
Standards finally applied, and may only be deeniadl fupon preparation of the annual
financial statements for the fiscal year in whikbyt are applied for the first time.

Based on our review performed with the scope desdrin section 2 of this report, we are in a
position to report that nothing has come to owgrdibn that causes us to believe that a material
amendment should be made to the consolidated nmtBniancial statements of Mastellone
Hermanos Sociedad Anénima identified in the firgtggraph, section 1. in order for them to
be presented in accordance with International EiiehReporting Standard 34.

As a part of our work, the scope of which is ddssli in section 2, we have reviewed the
Business highlights required by the National Se¢imsiCommission and prepared by the
company’s Board of Directors on which, in what ubject of our competence, we have no
observations to report.

This report and the interim consolidated finanstatements referred to in section 1, have been
translated into English for the convenience of Emgbpeaking readers. The accompanying
interim consolidated financial statements are thgligh translation of those originally issued
by Mastellone Hermanos Sociedad An6nima in Spaaishpresented in accordance with IAS
34.

City of Buenos Aires, Argentina.
May 18, 2012
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