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MASTELLONE HERMANOS SOCIEDAD ANONIMA

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

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

As expected, during the last quarter of 2012 oswlte showed a substantial improvement as compared
to those of the preceding quarters. As an exangple Adjusted EBITDA (as defined below) for such
quarter is higher than the adjusted EBITDA for theee prior quarters. However, and reflecting the
combined effect of (i) lower margins (due to in@ean costs — salaries, transportation, etc. -fuligt
transferred to sales prices over the year, (iivpdax costs, and (iii) increased exchange diffeeen
losses, given the acceleration of the devaluatioth® peso, such improvement was not enough to
compensate theerformance of the first part of the year

From the commercial point of view, we can see 2@ consolidation in our market position. The
results of the year confirm our success in chealss swhile for the rest of our product lines wel aa
average increase higher than the overall markegirdbg therefore higher market shares. Since mid-
2012, there was, a drop in raw milk production ngéntina, and proportionally in our purchases, Whic
could be an obstacle for our intention of reachimmgeased sales volumes.

2. CONSOLIDATED FINANCIAL POSITION

2012 2011

(in thousand pesos)
Current assets 1,575,010 1,460,548
Non-current assets 1,597,375 1,479,482
TOTAL 3,172,385 2,940,030
Current liabilities 1,433,589 1,067,418
Non-current liabilities 1,047,379 1,070,964
TOTAL 2,480,968 2,138,382
Equity attributable to owners of the Company 691,07 801,638
Non-controlling interests 10 10
TOTAL EQUITY 691,417 801,648
TOTAL LIABILITIES AND EQUITY 3,172,385 2,940,030

3. CONSOLIDATED STATEMENTS OF OPERATIONS

2012 2011

(in thousand pesos)
Operational results — income 149,189 168,814
Investment income, financial cost and foreign exgeadifferences (266,629) (179,850)
Other gains and losses 18,673 4,259
Loss before taxes (98,767) (6,777)
Income tax and alternative minimum income tax (16,729) (1,446)
NET LOSS FOR THE YEAR (115,496) (8,223)
Other comprehensive income (loss) 5,265 (3,776)
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (110,231) (11,999)




4. CONSOLIDATED STATEMENT OF CASH FLOWS

2012 2011

(in thousand pesos)
Cash flows provided by operating activities 317,731 219,628
Cash flows used in investing activities (203,264) (139,114)
Cash flows used in financing activities (112,497) (56,320)
Cash and cash equivalents provided in the year 1,07 24,194

5. PRODUCTION AND SALES VOLUME (*)

ACUMULATED SALES

2012 2011
(in thousand liters of milk)
Domestic market 1,635,882 1,508,729
Foreign market 324,469 317,185
Total 1,960,351 1,825,914

The production volumes are similar to sales volumies to the perishable nature of marketed

products.
6. RATIOS
2012 2011
Current assets to current liabilities 1.10 1.37
Equity atributable to owners of the Company toltota
liabilities 0.28 0.37
Non-current assets to total assets 0.50 0.50
Loss to shareholders’ equity (0.15) (0.02)

7. OUTLOOK (*)

We continue seeing a positive outlook for the Comypaased on the following aspects:

* A substantial share of our purchases in raw mildpction in Argentina, with a
positive trend (beyond short-term fluctuations).

e A strong commercial performance.

e Consolidation in the cheese segment, which reptessmut 50% of dairy consumption in
Argentina.

* A strong market presence in Brazil, a market wheesbelieve that, without limitations to
exports from Argentina, we can increase signifilseotir sales.

+ A stable international market.

There are certain aspects that, as before, wilainems challenging for the future, such as an agaen
costs above our ability to adjust sales pricesptiessure from certain cost items (raw materiddy s,
taxes) which posted increases above the averadeg\emtually a stagnation in the Argentine market.
We believe that some improvement in our econonsalte and cash flow will be reached during the
second quarter of the year, being the first ort@snost challenging.

On the financial side, we are working to cover fingncial needs due to the maturities of our logget
financial debt, and the cash requirement for waykiapital and capex to allow a further growth in
volumes.
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8.

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) (“Contractug EBITDA”) for the years ended December 31, 2012 2011
is included below. This calculation is presentety do be used as guidance by holders and any other
interested parties. The calculation, which is state thousands of pesos, should be considered an
estimate subject to adjustments and not to bedioation, either explicit or implicit, of the Coatrtual

EBITDA amount for the future.

1

2012 2011
Net loss for the year (115,496) (8,223)
Income tax and alternative minimum income tax 6,729 1,446
Amortization
Amortization of intangible assets 722 743
Depreciation 107,839 130,213
Depreciation of property, plant and equipment, and

others 107,669 130,121
Depreciation of investment property 170 92
Fixed charges 144,806 123,626
Financial cost 144,806 123,626
Secured debt payments by the Company
Payment of dividends on preferred stock
138,351 71,060

All exchange differences 138,351 71,060
All the inflation adjustment
Other charges which have not and will not imply a
cash movement 1,539
Write-off of spare parts 1,539
Total contractual EBITDA 292,951 320,404

Contractual EBITDA as of December 31, 2012, statethe closing exchange rate, amounts to
approximately US$ 59.6 million. Consequently, tioatingent interest established in the terms of
the loan contract maturing in 2018 amounts to 1.Z#ial interest rate for such debt in 2013,
including the 1% for not having completed the mangareduction of debt, will be 10.2%.

(1) Contractual EBITDA may differ from the EBITDA or Adjtesl EBITDA, all being measures that the Company may
present in other documents and that shows additinfaamation about its ability to pay its debut that do not
arise from professional accounting standards. Nonfof EBITDA should be considered in isolation or as
substitute of other measures of financial perforceanr liquidity or as a substitution of measureisiag from
professional accounting standards. We believe EBATDA is a measure commonly reported and widelydusg
investors and other interested parties in the imgus a measure of a company’s operating perfocmamd debt
servicing ability because it assists in compariegfiggmance on a consistent basis without compudiggreciation
and amortization charges, among others. Howeverfr@&znal, Adjusted EBITDA or similar measures may be
comparable in all instances to other similar typesieasures used by other companies

(*) Information not reviewed by the Auditors.

Buenos Aires, March 7, 2013



MASTELLONE HERMANOS SOCIEDAD ANONIMA
CONSOLIDATED STATEMENT OF FINANCIAL POSITION AT DEC EMBER 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, and others
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
Deferred tax liabilities
Provisions
Other liabilities
Total Non-Current Liabilities
Total Liabilities

EQUITY

Common stock
Reserves
Retained earnings — including net result for the yea
Equity attributable to owners of the Company
Non-controlling interests

Total equity

TOTAL LIABILITIES AND EQUITY

Notes 12/31/2012  12/31/2011  1/1/2011
5 66,071 64,101 39,907
6 23,580 8,033 2,110
7 and 26 698,372 628385 469862
8 37,341 42,961 64,854
9 and 26 25,461 37,851 26,901
10 and 26 724,185 679,217 566,648
197
1,575,010 1,460,548 1,170,479
6 4,509 3,789
8 22,970 17,554 25,450
9 and 26 31,772 12,805 15,445
18 4,253 8,039 13,424
19,401 17313 16069
11and 26 1,496,573 1,402,217 1,408,945
1,679 1,698 138
3,121 3,121 3,121
2,870 3592 4,320
10,227 9,354 9,293
1,597,375 1,479,482 1,496,205
3,172,385 2,940,030 _ 2,666,684
12 810,420 678,669 531961
13 and 26 344,642 158553 34939
14 170,815 137,700 94,765
15 75,824 64,981 48,496
22,781 11,012 24358
16 1,897 9,616 8,980
17 7,210 6,887 7,796
1,433,589 1,067418 751,295
7,511 22
13 and 26 770,314 781184 759801
15 and 26 57,156 61,747 71,129
18 187,162 205,877 242,656
16 21,030 18005 20266
17 4,206 4,151 7,868
1,047,379 1,070,964 1,101,742
2,480,968 2,138,382 1,853,037
457,547 457,547 457,547
47,444 11,497
186,416 332,594 356,090
691,407 801,638 813,637
10 10 10
691,417 801,648 813,647
3,172,385 2,940,030 _ 2,666,684

The accompanying Notes are an integral part ofdbinssolidated financial statement.



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS FOR TH E FISCAL YEAR

ENDED DECEMBER 31, 2012
(in thousands of Argentine pesos)

Notes 2012 2011
Revenue 19 7,548871 6,150,449
Cost of sales 20 (5,457,779) (4,556,655)
Gross income 2,091,092 1,593,794
Selling expenses 21 (1,677,143) (1,205,374)
General and administrative expenses 21 (264,760) (219,606)
Investment income 16,528 14,836
Financial cost 22 (144,806) (123,626)
Foreign exchange losses (138,351) (71,060)
Other gains and losses 23 18,673 4,259
Loss before taxes (98,767) (6,777)
Income tax and alternative minimum income tax 24 (16,729) (1,446)
NET LOSS FOR THE YEAR (115,496) (8,223)
Other comprehensive income (loss)
Exchange differences on translating foreign openati 5,596 (3,599)
Income tax 24 (331) A77)
Other comprehensive income (loss), net of incomexta 5,265 (3,776)
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (110,231) (11,999)
Net loss attributable to:
Owners of the Company (115,496) (8,223)
Non-controlling interests
Net loss for the year (115,496) (8,223)
Comprehensive loss attributable to:
Owners of the Company (110,231) (11,999)
Non-controlling interests
Comprehensive loss for the year (110,231) (11,999)

The accompanying Notes are an integral part ofaghisolidated financial statement.



MASTELLONE HERMANOS SOCIEDAD ANONIMA
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE FISCAL YEAR ENDED DECEMBER 31, 2012

(in thousands of Argentine pesos)

Balance at January £ 2011

Net loss for the year

Other comprehensive result for the year
Total comprehensive loss for the year

Resolution of General Ordinary and Extraordir

Shareholders’ Meeting held on March 31, 2011:

Appropriation to legal reserve (Note 3.14)
Balance at December 31, 2011

Net loss for the year

Other comprehensive result for the year
Total comprehensive income (loss) for the year

Resolution of General Ordinary Shareholders’
Meeting held on March 27, 2012:

Appropriation to facultative reserve (Note 3.14)

Balance at December 31, 2012

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 (Note 3.14) parents interest
457,547 356,090 813,637 10 813,647
(8,223) (8,223) (8,223)
(3,776) (3,776) (3,776)
(3,776) (8,223) (11,999) (11,999)
15,273 (15,273)
457,547 15,273 (3,776) 332,594 801,638 10 801,648
(115,496) (115,496) (115,496)
5,265 5,265 5,265
5,265 (115,496) (110,231) (110,231)
30,682 (30,682)
457,547 15,273 30,682 1,489 186,416 691,407 10 691,417

The accompanying Notes are an integral part ofdbinsolidated financial statement.



MASTELLONE HERMANOS SOCIEDAD ANONIMA

CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE FISCAL YEAR ENDED

DECEMBER 31, 2012
(in thousands of Argentine pesos)

Note

Cash flows from operating activities
Net loss for the year
Adjustments to reconcile net loss for the yeardbaash provided by
operating activities:
Income tax and alternative minimum income tax aedru
Financial cost
Foreign exchange losses
Depreciation of property, plant and equipment, atiners
Additions to provision for doubtful accounts, seddates and provisions
(net of reversals)
Write-off of spare parts
Depreciation of investment property
Amortization of intangible assets
Gain on sale of property, plant and equipment,a@hdrs

Changes in working capital 25
Subtotal
Payments of income tax and alternative minimum nmedax
Net cash generated by operating activities

Cash flows from investing activities
Purchase of property, plant and equipment, and®the
Increase of other financial assets
Acquisition of intangible assets
Proceeds from sale of subsidiary company
Proceeds from sale of property, plant and equipnasmdt others
Payment for acquisition of subsidiary
Increase of other assets
Net cash used in investing activities

Cash flows from financing activities
Net variation in loar
Payments of interests

Net cash used in financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

2012 2011
(115,496) (8,223)
16,729 1,446
144,806 123,626
150,599 73,744
107,669 130,121
11,348 8,076
1,539
170 92
722 743
(7,196) (4,031)
309,351 327,133
30,774 (85,131)
340,125 242,002
(22,394) (22,374)
317,731 219,628
(202,919) (129,206)
(16,267) (11,364)
(15)
9,172 944
12,623 5,455
(5,000) (4,928)

(873)

(203,264 (139,114)
(3,459 28,86
(109,038) (85,187)
(112,497) (56,320)
1,970 24,194
64,101 39,907
66,071 64,101

The accompanying Notes are an integral part ofdbisolidated financial statement.



MASTELLONE HERMANOS SOCIEDAD ANONIMA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE FISCAL
YEAR ENDED DECEMBER 31, 2012

(in thousands of Argentine pesos)

1. GENERAL INFORMATION

Mastellone Hermanos S.A. (hereinafter “Mastellonerrianos S.A.” or the “Company”) is a
sociedad anénima under the laws of Argentina, tegid with the Public Registry of Commerce on
May 17, 1976. The term of the Company expires owaxwber 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 ohfagry products including fluid milk, cream
and butter, as well as long-life milk products,linting 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 brand of sdiite major customers.

The breakdown of consolidated companies in thesadial statements is exposed in Note 2.4.
2. BASIS OF PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

2.1 Statement of compliance of International Finanal Reporting Standards (‘IFRS’) and
basis of preparation

The consolidated financial statements for the figear ended December 31, 2012 have been
prepared in accordance with International FinarRigborting Standards (‘IFRS’). The adoption
of such standards, as issued by the Internatiosabénting Standards Board (‘IASB’), was
established by Technical Resolution N° 26 issuedhleyArgentine Federation of Professional
Councils in Economic Sciences (“F.A.C.P.C.E.”) dmdthe Comision Nacional de Valores
(“CNV"), Argentine Securities Commission. In accande with the above mentioned
accounting standards and regulatory standards, H@Snandatory for fiscal year beginning
January 1 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 fiscabiyended December 31, 2011 and as of
January 1, 2011 (the latter being the date of iiansto IFRS) are an integral part of these

consolidated financial statements and are intemoldx read only in relation to those financial

statements.

The legal currency in Argentina is the Peso. Thesotidated financial statements are presented
in thousands of Pesos.

The consolidated financial statements have beaslated into English for the convenience of
English-speaking readers. The consolidated finistedements are the English translation of
those originally issued by Mastellone Hermanos $1ASpanish and presented in accordance
with IFRS.

2.2 Applicable accounting policies

The consolidated financial statements have beguapgd under the historical cost conventions,
except for the revaluation of certain non-curressets (see Note 31) and financial assets.
Usually, the historical cost is based on the falug of the consideration given in exchange for
the assets.



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 requiredéofiscal year ended December 31, 2012.

Standard Name

IFRS 9 Financial instrumerits

IFRS 10 Consolidated financial stateménts
IFRS 11 Joint arrangemehts

IFRS 12 Disclosure of interests in other entfties
IFRS 13 Fair value measuremént
Amendments to IAS 1 Presentation of financial stetets
Amendments to IAS 19 Employee benéfits

Amendments to IAS 32 Financial instruments: prestent
Amendments to IFRS 7 Financial instruments: disoies$

Amendments to IFRSs (annual cycle)  Various IFRSs

! Effective for fiscal years beginning on or aftandary ', 2015.
2 Effective for fiscal years beginning on or aftandary 1, 2013.
® Effective for fiscal years beginning on or aftalyJ1®, 2012.

* Effective for fiscal years beginning on or aftandary ¥, 2014.

* |FRS 9 "Financial instruments" issued in Novemb@d2and revised in October 2010 and in
December 2011, introduces new requirements for dlassification, measurement 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 thletehcontractual 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 chaimgéhe 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 beginningasnafter 1 January 2015, with earlier
application permitted.

The Company’s Board of Directors anticipates tinat FRS 9 will be adopted in the
financial statements of the Company for the figedr beginning on January 1, 2015. It is
likely that changes will not affect significantlizgeg amounts set out in relation to assets and
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 morédientiFRS 10 replaces the consolidation
requirements described in SIC-12 "Consolidationpedic purpose entities" and IAS 27

"Consolidated and separate financial statement'ly 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 &gsess.

The Company’s Board of Director anticipates th&S3SFLO will be adopted in the financial
statements of the Company for the fiscal year éginJanuary 1, 2013. It is likely that
changes will not affect significantly the amourgs$ sut in relation to assets and liabilities of
the Company.

IFRS 11 classifies the joint agreements eitheroast jventures (combining the existing
concepts of jointly controlled assets and jointhnirolled 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 fiscal year éginJanuary 1, 2013. It is likely that
changes will not affect significantly the amourgs$ sut in relation to assets and liabilities of
the Company.

IFRS 12 applies to entities that hold interestsubsidiaries, joint arrangements, associated
or unconsolidated structures. IFRS 12 requiredafisce objectives, as well as what are the
minimum disclosures to be provided to meet thegectibes, which are those that help users
of financial statement to assess the nature akd Associated with investments in other
entities. The disclosure requirements are importantt 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 fiscal year egghJanuary 1, 2013. It is likely that
changes will not affect significantly the disclossrrin the financial statements of the
Company.

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 measuretieprice that would be received to sell an

asset or paid to transfer a liability in an orddérgnsaction between market participants at the
trade date.
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The Company’s Board of Directors anticipates tR&3 13 will be adopted in the financial
statements of the Company for the fiscal year éginJanuary 1, 2013. It is likely that
changes will not affect significantly the disclossirin the financial statements of the
Company.

The amendments to IAS 1 (Presentation of finanstatements) require items of other
comprehensive income to be grouped into two caitegian other comprehensive income
section: (a) items that will not be reclassifietbsequently to profit or loss and (b) items that
may be reclassified subsequently to profit or ladsen specific conditions are met. The
amendments also retain the option to present polibss and other comprehensive income
in either a single statement or in two separateistants.

The Company’s Board of Directors anticipates thatradments to IAS 1 will be adopted in

the financial statements of the Company for theafigear beginning January 1, 2013. It is
likely that changes will not affect significantligg disclosures in the financial statements of
the Company.

The amendments to IAS 19 (Employee benefitspduce changes related to the recognition
of actuarial gains and losses, the presentatiahafges in assets and liabilities arising from
defined benefit plans (requiring them to be recsedi through other comprehensive
income), as well as additional disclosures requinais for defined benefit plans.

The Company’s Board of Director anticipates thag¢raments to IAS 19 will be adopted in
the financial statements of the Company for theafigear beginning January 1, 2013. It is
likely that changes will not affect significantlizgeg amounts set out in relation to assets and
liabilities of the Company.

The amendments to IAS 32 (Financial instrumentssgmtation) clarify existing application
issues relating to the offset of financial assetsl dinancial liabilities requirements.
Specifically, the amendments clarify the meaning'afrrently has a legally enforceable
right of set-off".

The Company’s Board of Directors anticipates thagradments to IAS 32 will be adopted in
the financial statements of the Company for theafiyear beginning January 1, 2014 and
will be applied retrospectively. It is likely thathanges will not affect significantly the

disclosures in the financial statements of the Gamgp However, it is not possible to

determine the potential impact in a reasonable eranntil a detailed review is completed.

The amendments to IFRS 7 (Financial instrumentlasures) require entities to disclose
information about rights of offset and related agements for financial instruments under
an enforceable master netting agreement or siaifangement.

The Company’s Board of Directors anticipates thagradments to IFRS 7 will be adopted in
the financial statements of the Company for thealiyear beginning January 1, 2013 and
will be applied retrospectively. It is likely thahanges will not affect significantly the
disclosures in the financial statements of the Camgp

The annual improvements to IFRSs (2009-2011 cyidepduce amendments to various
standards, including amendments to IAS 16 (Propexignt and equipment, clarify the
classification of spare parts) and to IAS 32 (Fmahinstruments: presentation, clarify that
income tax relating to distributions to holdersaafequity instrument should be accounted in
accordance with IAS 12 "Income taxes").

The Company’s Board of Directors anticipates tbhahsamendments will be adopted in the
financial statements of the Company for the figear beginning January 1, 2013. It is likely
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that changes will not affect significantly the dasures in the financial statements of the
Company.

2.4 Basis of consolidation

The consolidated financial statements of Mastelldieemanos Sociedad Andnima include the
stand-alone financial statements of the parent imdubsidiaries. Control exists when the
Company has the power to govern the financial gmeraiing policies of an entity to obtain
benefits from its activities.

Total comprehensive result of subsidiaries islkaited to the owners of the Company and to the
non-controlling interests even if this results ire thon-controlling interests having a deficit
balance.

The financial statements of the subsidiaries, natistered offices abroad, used to prepare the
consolidated financial statements were issued cordance with IFRS. Assets, liabilities and
equity accounts were converted into pesos congiglehne exchange rate prevailing at the date
of these financial statements. The income and esgsaccounts were converted into pesos
according to the exchange rate prevailing at tliecdreach month.

The main consolidation adjustments are the follgain

 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.

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

% of direct and indirect
participation in capital stock and
votes
Company Main activity Country 12/31/2012 12/31/2011 1/1/2011

Con-Ser S.A. Transportation services, servicesdbicle, sale
of parts and distribution of cooling equipments Argentina 100.00 100.00 100.00

Leitesol Industria e Comercio

S.A. Production and distribution of dairy products Brazil 100.00 100.00 100.00
Marca 4 S.A. Ownership, administration and legétse of

trademarksSerandLa Serenisima Argentina 99.99 99.99 99.99
Marca 5 Asesores en Seguros
S.A. Insurance broker Argentina 99.99 99.99 99.99
Mastellone de Paraguay S.A. Import and distributibdairy products Paraguay 100.00
Mastellone Hermanos do Brasil
Comercial e Industrial Ltda. Inactive Brazil 100.00 100.00 100.00
Mastellone San Luis S.A. Manufacturer of dairy prod Argentina 99.99 99.99 99.99
Promas S.A. Agricultural exploitation Argentina 100.00 100.00 100.00
Puralactea S.A. (1) Financial activities Argentina 100.00 100.00
Transporte Lusarreta Hermanos
S.A. (2) Inactive Argentina 100.00 100.00 100.00

(1) On May 22, 2012, the Extraordinary Shareholdersetings of Mastellone Hermanos S.A. (incorporating
company) and Puralactea S.A. (incorporated compappyoved the preliminary merger agreement and the
consolidated balance sheet for merger purposesdbas the financial statements of these comparsesf a
December 31, 2011The merger was effective Januaryy 2012. The merger was approved by the National
Securities Commission (“Comisién Nacional de Valoyesi July 3, 2012.

(2) Indirectly controlled by the Company because itostomolled by Con-Ser S.A.

The financial position statements of Mastellonerkkemnos Sociedad Andnima as of December
31, 2012, December 31 and Januaty 2011 and the statements of comprehensive results,
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changes in equity and cash flows for the fiscatyemded December 31, 2012 and 2011, were
consolidated based on financial statements of wbsidiaries companies for the years ended at
such dates.

2.5 Public offering régime — changes to the Law in fare

The Company is subject to the CNV control and idetliin the public offering régime of Law
N° 17.811, for the issuance of Senior Notes.

To such extent, on December 27, 2012, the Governpased Capital Markets Law N° 26.831
which provides for a comprehensive reform of therent public offering régime (Law N°
17.811, as amended by Decree N° 677/2001). Law@\B3 is in force as from January 28,
2013. The new law extends the scope of the Stedgidatory powers in relation to public offers
through the CNV, the organization of the market &raders’ requirements. At the same time,
the Law provides that it is no longer necessatyet@ shareholder for any trader/intermediary to
operate in a given market, and delegates in the @NVpowers to authorize, register and
regulate various categories of agents. Since theeddo implement this Law should be issued
within 180 days of the effective date, and in ortempreserve the normal operations of the
capital markets, the CNV decided, through GeneregdRition N° 615, that the currently
applicable regulations should continue in forceldhe implementing decree above indicated is
issued.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Functional and presentation currency

The items of the financial statements of each dudeted 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 consolidated financial statemeifitee functional currency of the
Brazilian subsidiaries (Leitesol Industria e Coner8.A. and Mastellone Hermanos do
Brasil Comercial e Industrial Ltda.) and the Paegun subsidiary are the Reais and the
guarani, respectively.

In the consolidated financial statements, assetsliahilities of foreign subsidiaries have
been translated into Pesos using the exchangepratailing at year-end. Income and
expenses have been translated at the month averagenge rate. The exchange
differences are classified in other comprehense®ult and included in equity under
caption “Foreign currency translation reserve”.

3.2 Foreign currency

In preparing the financial statements of each iddi@ entity, transactions in currencies
other than the entity’s functional currency (foreigurrencies) are recognised at the rates of
exchange prevailing at the dates of the transaxtiém the end of each reporting year,
monetary items denominated in foreign currenciesratranslated at the rates prevailing at
that date. Non-monetary items carried at fair valhat are denominated in foreign
currencies are retranslated at the rates prevadinthe date when the fair value was
determined. Non-monetary items that are measuré¢ekins of historical cost in a foreign
currency are not retranslated.

Exchange differences on monetary items are recednis profit and loss in the year in
which they arise.
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3.3 Financial assets

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

Financial assets are classified into the followspmecified 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 timeitél 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.

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 \&ion 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 valueutth profit and loss when the
financial asset is held for trading. A financiatesis classified as held for trading if
it has been acquired principally for the purposeadlfing 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 recogisednsolidated statement of

comprehensive results. The net gain or loss resedrin profit or loss incorporates

any dividend or interest earned on the financiadetisand is included in the

‘Investment income’ line in the consolidated statatof comprehensive results.

3.3.3 Held-to-maturity financial assets

Comprises private bonds with fixed or determingidgments and fixed maturity
dates that the Company has the positive intent abitity to hold to maturity.
Subsequent to initial recognition, held-to-maturitiwestments 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 aweagtarket and are classified as

‘receivables’. Receivables are measured at amdrtizst 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
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interest rate is the rate that exactly discountsmesed future cash receipts
(including all fees and points paid or receivedt tftam 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 bfasiglebt 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 Companydioatars 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.

3.3.7 Derecognition of financial assets

The Company derecognizes a financial asset onlynine 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 substgnall the risks and rewards of
ownership and continues to control the transfeasskt, the Company recognizes its
retained interest in the asset and an associabilitii for amounts it may have to
pay. If the Company retains substantially all is&s and rewards of ownership of a
transferred financial asset, the Company continaegcognize the financial asset
and also recognizes a collateralized borrowingHerproceeds received.

3.4 Inventories

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

Based on the Board of Director’s analysis at Deezrgth, 2012, December 31 and January
1, 2011, slow-moving or obsolete inventories weitgarged in the statement of
comprehensive results in the year such evaluatias performed, which evaluated the
conservation status, the future use and the nigtabke value of those inventories.

3.5 Property, plant and equipment, and others

» Lands and buildings held for use in production,pypf services or for administrative
purposes, machinery, equipment and tools, fittitejsoratory equipment and furniture,
vehicles and trays are stated in the consolidatgdraent 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 year.

* Work in progress is carried at cost, less any reisegl impairment loss. Cost includes
professional fees and capitalized interests. Theasets 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 readyifontéeded use.
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» 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 valueseviewed at each year end, with the
effect of any changes in estimates being accountesh a prospective basis.

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

* An item of property, plant and equipment, and athisrderecognised upon disposal or
when no future economic benefits are expectedise &rom the continued use of the
asset. Gain or loss derived of the write-off opdsal of an item of Property, plant and
equipment is determined as the difference betweemlbtained sale value and the book
value and it is stated in the consolidated statémiecomprehensive results.

The Company has chosen the exemption under IFRS “First Time Adoption of
International Financial Reporting Standard” relatedhe 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 uskfes. 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 @ctgp 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 assetuseor 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 proflbes in the year in which it is incurred.
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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 betweenethdisposal proceeds and the carrying
amount of the asset, and are recognised in pnofitss when the asset is derecognised.

3.7 Impairment of tangible and intangible asde other than goodwill

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 indicatesists, 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 allocada be identified, corporate assets are
also allocated to individual cash-generating units,otherwise 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 genarmsindependent cash flow are included
in an appropriate cash-generating unit. Recoveraglee 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 tesds 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 estimafdsiture cash flows have not been adjusted.

At December 31, 2012 and December 31 and Jandarg011 no impairment 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 @stmansferred 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 asguAcquisition-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 anceraath IAS 12Income Taxes
and IAS 19Employee Benefitsespectively

 liabilities or equity instruments related to shhesed payment arrangements of the
acquire or share-based payment arrangements @tdhgany entered into to replace
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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 classifideelasfor 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 sumeotdimsideration transferred, the amount
of any non-controlling interests in acquire, ane féir value of the acquirer's previously held
equity interest in the acquire (if any) over thé amounts at 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
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 estadaecoverable value at year-end.

3.9 Other assets

These include mainly investments in other compamibere no significant influence is
exercised. These investments are valued at coschwdop 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 ffeetiee interest method. Interest
charges are stated in the “Financial cost” line tbé consolidated statement of
comprehensive results, except the part statedercaist of work in progress of Property,
plant and equipment, and others.

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 ands iprobable that the Company will be
required to settle the obligation, and a relialdgngate can be made of the amount of the

obligation.

The amount recognised as a provision is the béistas 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. Waegarovision is measured using the cash
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flows estimated to settle the present obligatithcarrying 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 amaiirthe 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.

3.13 Government grants

If any, the subsidized loans granted, directlyngliriectly, by Governments to the Company
or its controlled subsidiaries, with interest ratghich are below the current market
conditions are treated as a grant. Its measureimgrdrformed 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 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 December 31, 2012, De®eBi and January' 2011, is
composed by 194,428 corresponding to nominative;eralorsable shares of Ps. 1 par
value, with 5 votes each and 263,119 correspondimgpminative, non-endorsable shares
of Ps. 1 par value, with 1 vote each.

Legal reserve

The current Argentine legal regulations (Law N° 5B®) require the Company to
appropriate 5% of its net income per year to a dlegserve”, which arises from the sum
of the net income, prior year adjustments, trassfesm other comprehensive result to
accumulated earnings and accumulated loss fromm pears, until such reserve equals
20% of the capital stock.

The General Ordinary and Extraordinary Shareholddesting held on March 31, 2011
approved the restoring of 13,137 to the legal resewvhich had been reduced to absorb
accumulated losses as of December 31, 2001 asvagbio 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 accumulateddess

Facultative reserve

These are reserves approved by Shareholders’ Mdetira special purpose.

The General Ordinary Shareholders’ Meeting heldMerch 27, 2012 approved the
appropriation to facultative reserve of the accuatad earnings.
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Accumulated earnings

It includes the result for the year, prior yeaesults which were not appropriated, the
amounts transferred from other comprehensive esuitl prior year's adjustments for
the application of accounting standards.

On September 13, 2012, the CNV issued Resolution 808, which establishes the
appropriation of the positive difference betwees dtpening balance of retained earnings
disclosed in the financial statements for the fiistal year in which application of IFRS
is mandatory and the ending balance of retainediregs of the last fiscal year in which
Argentine accounting standards were mandatory. witagly, entities that prepare for
the first time financial statements in accordandth WFRS, must allocate the positive
difference arising from such application to a spkceserve, which amounts for the
Company to 301,912. This reserve will not be distiéd in cash or in kind to the
shareholders or owners of the entity and could belyised for increases in capital stock
or to offset retained losses. The Shareholders ingeghat considers the financial
statements for the year ended on December 31, 20ll2have to resolve on the
application of this resolution.

3.15 Revenue recognition

Revenue is measured at the fair value of the cersidn received or receivable.
Revenue is reduced for estimated customer rettehates and other similar allowances.

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 caods 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;

* it is probable that the economic benefits assotiateh the transaction will flow to
the Company; and

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

The Companyecords cash discounts and volume rebates atrtteettie related revenue
from product sale is recognised.
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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 addéldet@ost of those assets, until such time as
the assets are substantially ready for their irddndse or sale.

For the fiscal year ended December 31, 2012 andl,28& Company capitalized in “Work
in progress” of Property, plant and equipment, atfeers borrowing costs for 8,265 and
2,269, respectively.

All other borrowing costs are recognised in prafid loss in the period in which they are
incurred.

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 gaised as assets of the Company at their
fair value at the inception of the lease or, if éowat the present value of the minimum
lease payments. The corresponding liability to l#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 ofrésteon the remaining balance of the
liability. Finance expenses are recognised immeljiam profit or loss.
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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 statenaé comprehensive results 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 substantivelgted by the end of the reporting year.
The current income tax charge is calculated onbtws 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 consolidated finainstatements and the corresponding tax
bases used in the computation of taxable profifeed tax liabilities are generally
recognised for all taxable temporary differences] deferred tax assets, including tax
loss carryforwards, are generally recognised fodatluctible temporary differences to
the extent that it is probable that taxable profiff be available against which those
deductible temporary differences can be utilized.

Such deferred assets and liabilities are not rdsedrif 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 taxat@dmporary 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 assetsingrisrom deductible temporary
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 expectedverse 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 year-end. Theunenent of deferred tax liabilities
and assets reflects the tax consequences that vallgel 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.
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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 lisdsilare classified as non-current assets
and liabilities.

3.18.1.3. — Current and deferred tax for the year

Current and deferred tax are recognised as prdfitloss in the consolidated
comprehensive results statement, except when #lates to items that are recognised in
or directly in equity, in which case, the currentaleferred 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
year-end. The Company’s tax obligation will be thigher amount between the
determined presumed income tax and the incomeiabiity determined applying the
enacted 35% tax rate over the estimated taxablét mbyear. 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 surplibeofncome 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 geB, which are described in Note 3, the

Company’s management and Board of Directors areinedto 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 redewon 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 sewm and future periods if the revision affectshbot
current and future years.

These estimates relate basically to the following:

Impairment of property, plant and equipment, armbict

The Company periodically evaluates the carryingi@aldf 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®e 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.
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The Company believes that the accounting estinsddited to the impairment of these assets is a
“critical accounting estimate” because: (1) it ighty susceptible to change from period to
period as it requires management to make certaungtions about future revenues and costs;
and (2) the impact that recognizing an impairmexs dn the assets reported on the statement of
financial position as well as the statement of cahpnsive results is material. The most
important estimates, and those that could affeptifsicantly the projected cash flows, are the
selling price of the Company’s products on the meeeside 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 Companiinely 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 rertleagainst the Company, 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 previotetprded 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 the Company’s &tasults of operations, 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 losseshveine deductible with respect to taxable
earnings of up to five years following the yeamihich they were originated (in Brazil, it has no
expiration date, but there are limitations conaggrthe maximum amount to be offset per each
year).

In Argentina, the Company is also subject to thenpant of an alternative minimum income
tax, which is calculated regardless of the econarsalts for the period. This tax is calculated
using a rate of 1% of the total value of the asseith 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

12/31/2012 12/31/2011 1/1/2011
Cash and bank accounts 62,407 43,683 35,625
Investment funds 3,664 20,333 3,000
Short-term investments 85 1,282
Total 66,071 64,101 39,907
6. OTHER FINANCIAL ASSETS
12/31/2012 12/31/2011 1/1/2011
e Current
Public bonds (1) 12,351
Private bonds 7,538 8,027 2,110
Short-term investments - related parties (Note 27) 1,589
Short-term investments — other 2,102 6
Total 23,580 8,033 2,110
¢ Non-current
Long-term investments 4,509 3,789
Total 4,509 3,789 -

pesos 6,155 per bond.

7. TRADE ACCOUNTS RECEIVABLE

(1) Corresponds to nominal value U$S 2,006,700 of BODIN5, valued at the quotation of

12/31/2012 12/31/2011 1/1/2011
Third parties (domestic) 518,609 423060 297,330
Related parties (Note 27) 168,871 174255 166477
Foreign receivables 7,763 36974 11013
Notes receivables 3,048 311 2303
Tax incentives on exports 17,434 9918 7789
Subtotal 715,725 644518 484,912
Allowance for doubtful accounts (11,161) (11,012) (9,409)
Allowance for trade discounts and volume rebates (6,192) (5,121) (5,641)
Total 698,372 628385 469,862
The movement of the allowance for doubtful accoiss follows:
12/31/2012 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) 2,447 3,280 1,723
Transfers (965) (1,574) 150
Write-offs (1,414) @7 (48)
Re-measurement of foreign subsidiaries allowances 1 8 (86) 144
Balance at the end of the year 11,161 11,012 9,409
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(1) Charged to selling expenses — in 2012 and 204t 21.

The allowance for doubtful accounts was determibaded on the historical experience of
default, statistics, specific analyses for majdents and evaluation of management about
current economic scenario. Customer accounts ikrbptcy or bankruptcy process (offset of

the corresponding allowances) are excluded fromeatiaccounts receivables and included in
other receivables. An allowance for doubtful acdsumith an age over 90 days past due is
recorded, if necessary.

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

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

Balance at the beginning of the year 5121 5,641 3,144
Decrease due to sale of subsidiary company 47
Additions (1) 5,550 4,237 5,206
Write-offs (4,479) (4,757) (2,662)

Balance at the end of the year 6,192 5121 5,641

(1) Charged to result for the year — deducted frevenue.

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

The Company believes that the carrying amount ebaet receivables approximates its fair
value.

The Company also believes that its exposure toasdration 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 fiscal
years ended December 31, 2012 and 2011, no singteroer 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 year under review. The aging afl&-accounts receivable is as follows:

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

Overdue 162,363 140,033 87,210

To be due:
Between 0 and 3 months 551,136 500,884 397,233
Between 3 and 6 months 1,520 1,401 326
Between 6 and 9 months 563 450 98
Between 9 and 12 months 143 1,750 45
Subtotal 715,725 644,518 484,912
Allowances (17,353) (16,133) (15,050)
Total 698,372 628385 469,862
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8. TAXCREDITS

12/31/2012 12/31/2011 1/1/2011
e Current
Turnover tax credit 15,782 3,567 4,933
Net value added tax 13,982 29,638 50,731
Income tax and alternative minimum income tax
receivable 4,137 3,667 1,523
Other tax credits 3,440 6,089 7,667
Total 37,341 42,961 64,854
* Non-current
Net value added tax 19,619 16,426 24,173
Turnover tax credit 1,799
Other tax credits 1,552 1,128 1,277
Total 22,970 17,554 25,450
9. OTHER RECEIVABLES
12/31/2012 12/31/2011 1/1/2011
Current
Prepaid expenses 7,863 6,767 3810
Receivable from sale of subsidiary company 8,023 9,726 6,018
Receivable from sale of property, plant and
equipment, and others 2,982
Advances to services suppliers 834 806 1488
Insurance receivable 1,100 458 214
Guarantee deposits (Note 26) 127 3,527 3906
Régime for the professionalization of transport 11,930 6136
Related parties (Note 27) 342
Receivables from customers in receivership and in
bankruptcy 166 145 165
Other 4,953 5,130 5443
Subtotal 26,048 38,489 27,522
Allowance for doubtful accounts (587) (638) (621)
Total 25,461 37,851 26,901
Non-current
Régime for the professionalization of transport 17,567
Receivables from customers in receivership and in
bankruptcy 15,770 8,034 7505
Receivable from sale of subsidiary company 5,479 9,557 13,284
Recovery of decrees N° 7290/67 and 9038/78 3,992
Guarantee deposits (Note 26) 579 16 35
Other 1,239 1,820 2122
Subtotal 44,626 19,427 22,946
Allowance for doubtful accounts (12,854) (6,622) (7,501)
Total 31,772 12,805 15,445
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The movement of allowance for doubtful accountssisollows:

12/31/2012 12/31/2011 1/1/2011
* Current
Balance at the beginning of the year 638 621 617
Balance of acquired subsidiary 84
Decrease due to sale of subsidiary company (30)
(Decrease) additions (1) (26) 17
Write-offs (25) (50)
Balance at the end of the year 587 638 621
* 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) 5,898 610 132
Transfers 965 1,574 (150)
Write-offs (880) (2,875) (172)
Re-measurement of foreign subsidiaries allowances 49 2 (188) 717
Balance at the end of the year 12,854 6,622 7,501
(1) Charged to selling expenses —in 2012 and 20ate 21.
10. INVENTORIES
12/31/2012 12/31/2011 1/1/2011
Resale goods 26,981 20,537 19585
Finished goods 293,177 326090 244242
Work in progress 186,281 153468 129661
Raw materials, packaging and other materials 190,52 147,027 135216
Goods in transit 20,618 26,795 35349
Subtotal 717,582 673,917 564,053
Advances to suppliers 6,603 5,300 2595
Total 724,185 679,217 566,648
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11. PROPERTY, PLANT AND EQUIPMENT, AND OTHERS

12/31/2012

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 Ofthe depreciation of the year
beginning exchange disposal the year the beginning exchange disposal year  atthe end of
of the year differences of the year differences the year
Land and buildings 876,890 814 804 14,796 915892,389 72,108 424 23 2,25,33and5 28,773 1,282 791,107
Olive plantations 50,166 50,166 11,504 2 81,9 13,485 36,681
Machinery and equipment,
containers, tools and
spare parts (1) 942,618 107 4,641 24,494 2,138 969,722 742,518 84 1,179 5and 10 27,189 768,612 201,110
Fittings, laboratory
equipment and furniture 790,844 392 7,561 36,540 1,107 834,230 580,859 330 1,042 5,10,25and 33 22,447 602,594 231,636
Vehicles (2) 133,312 41 15,220 6,127 4,311 150,389 105,078 10 2,656 10 and 20 5,652 108,084 42,305
Work in progress 82,776 117,460 (56,310) 604 143,322 143,322
Advances to suppliers 7,212 19,423 (21,620) 1,252 3,763 3,763
Subtotal 2,883,818 1,354 165,109 4,027 10,327 398B 1,512,067 848 4,900 86,042 1,594,057 1,249,9
Other:
Trays 85,376 37,810 123,186 54,910 33 21,627 76,537 46,649
Carrying amount as of
December 31, 2012 2,969,194 1,354 202,919 4,027 10,327 3,167,167 1,566,977 848 4,900 107,669 1,670,594 1,496,573

(1) Includes machinery operated by Promas S.A. aitlet value of 6,498 as of December 31, 2012.

(2) Includes vehicles operated by frighters of Gan-S.A. and Logistica la Serenisima S.A. withtavalie of 16,506 as of December 31, 2012.
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12/31/2011 1/1/2011
Cost or deemed cost Depreciation Net value Net value
Value atthe Acquisi- Transfers Retirement Value at Accumulated Retiremen Depreciation Accumulated at the end at the end
beginning of tions and disposal the end of depreciation at and Rate Of the depreciation,  of the of the year
the year the year the beginning of disposal % year at the end year
the year of year
Land and buildings 874,830 2,182 34 156 876,890 Ry 95 2,25,33and5 57,730 72,108 804,782 0,386
Olive plantations 50,166 50,166 9,523 2 1,981 11,504 38,662 40,643
Machinery and equipment,
containers tools and spare
parts (1) 967,513 7,368 7,480 39,743 942,618 748,006 38,098 5and10 32,610 742,518 200,100 219,507
Fittings, laboratory equipment
and furniture 771,219 7,739 14,470 2,584 790,844 563,117 2,458 5,10,25and 33 20,200 580,859 209,985 208,102
Vehicles (2) 126,675 9,836 2,433 5,632 133,312 ,28% 4,462 10 and 20 4,281 105,078 28,234 21,416
Work in progress 39,057 66,74323,024) 82,776 82,776 39,057
Advances to suppliers 916 10,500 (4,204) 7,212 7,212 916
Subtotal 2,830,376 104,368 (2,811) 48,115 2,883,818 1,440,378 45,113 116,802 1,512,067 1,371,751 3891998
Other:
Trays 60,538 24,838 85,376 41,591 33 13,319 54,910 30,466 18,947
Carrying amount as of
December 31, 2011 2,890,914 129,206 (2,811) 48,115 2,969,194 1,481,969 45,113 130,121 1,566,977 1,402,217 1,408,945

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

1st, 2011.
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12. TRADE PAYABLE - CURRENT

Trade payables
Related parties (Note 27)
Note payables
Foreign suppliers
Total

The aging of trade payable is as follows:

To be due:
Between 0 and 3 months
Between 3 and 6 months
Between 6 and 9 months
Between 9 and 12 months

Total

-31-

12/31/2012 12/31/2011  1/1/2011
553,747 497,047 415,133
880 120,822 85207
155847 53,139 23851
11946 7,661 7770
810,420 678,669 531,961
12/31/2012 12/31/2011 1/1/2011
801,397 678,240 531,228
1,358 429 579
48 77
7,617 77
810,420 678,669 531,961




13. BORROWINGS

12/31/2012 12/31/2011 1/1/2011
Short-term debt
Principal:
Senior notes and loan debt:
Senior Notes:
Due 2012 19,941
Series A, B and C — due 2018 35,674 30,648
Serie D — final due 2015 7,377 4,304 1,988
Series E — final due 2013 (net of commissions and
expenses related to the issuance by 1,103) 97,257
Subtotal 140,308 54,893 1,988
Loan:
Tranche A — final due 2015 24,677 14,398 8,100
Tranche B - final due 2018 3,545 3,102
Non-restructured Collateralized Floating Rate Debt 91
Subtotal 28,222 17,500 8,191
Subtotal — Senior Notes and loan debt 168,530 72,393 10,179
Other financial debt:
Unsecured debt 25,712 17,402 1,674
Unsecured debt — related parties (Note 27) 1,314 1,150 1,062
Secured debt 117,989 66,602 21,134
Secured debt — related parties (Note 27) 28,063
Subtotal — Other financial debt 173,078 85,154 23,870
Total principal 341,608 157,547 34,049
Accrued interest:
Unsecured - related parties (Note 27) 3 3 3
Unsecured and secured debt 3,031 1,335 887
Total accrued interest 3,034 1,338 890
Adjustment to net present value:
Senior Notes due 2012 (332)
Total adjustment to net present value - (332) -
Total 344,642 158,553 34,939
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12/31/2012 12/31/2011 1/1/2011

Long-term debt

Principal:
Senior Notes and loan debt:
Senior Notes:

Series A, B and C — due 2018 629,066 582321 576822
Series D — final due 2015 34,426 36584 37,77z
Due 2012 18,422

Series E — final due 2013 (net of commissions and
expenses related to the issuance by 3,003 as of

12/31/2011 and 4,409 as of 1/1/2011) 83077 75111
Subtotal 663,492 70198- 708,127
Loan:
Tranche A —final due 2015 115,161 12238C 13728¢E
Tranche B — final due 2018 63,804 5894( 57314
Subtotal 178,965 18132( 194,599
Subtotal — Senior Notes and loan debt 842,457 883302 902,726
Other financial debt:
Unsecured debt 2,673
Secured debt 4,859 6,271 703
Subtotal — Other financial debt 7,532 6,271 703
Total principal 849,989 889577 903,429
Adjustment to net present value:
Senior Notes Series A, B and C — due 2018 (52,853) (70907 (91,171)
Senior Notes Series D — final due 2015 (4,933) (6,963 (9,176)
Senior Notes due 2012 (870)
Loan debt — tranche A — final due 2015 (16,539) (23342 (33,352)
Loan debt — tranche B — final due 2018 (5,350) (7177 (9,059)
Total adjustment to net present value (79,675) (108389 (143,628)
Total 770,314 781184 759,801

13.1 Main loans agreements

13.1.1 Financial debt — final due 2015 and 2018

Below is a summary of the financial debt - finaed2015 and 2018, derived from a refinancing
implemented through a voluntary exchange, which egacluded in May 2010.
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1. Summary of the outstanding balances as of DeceBhe2012 of the financial debt - final
due 2015 and 2018:

Amount in
thousand pesos
(as of December

Amount in the
Debt restructured original currency

— in thousands

31, 2012)
Senior Notes Series A, B and C — final due 2018 U$S135,165 664,740
Senior Notes Series D — final due 2015 Us$s 8,500 41,803
Loan debt — tranche A — final due 2015 Us$s 28,434 139,838
Loan debt — tranche B — final due 2018 Us$s 13,694 67,349
2. Outstanding principal and interests payment aseafdhber 31, 2012:
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, 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.

3. Other conditions:

The Senior Notes of the Company with final due 20&8 the right to the payment of a
contingent interest at an annual rate during eaghyear period, as from January 1, 2011,
equivalent to the 0.3% for each U$S 5 million, lohea the EBITDA (in accordance with
the terms included in the loan contract) of thepfiscal year in excess of U$S 40 million,
with a maximum of 4% if the EBITDA is higher tharS® 104,999,999. The semi-annual
payments of interest maturing on June 30 and Deeerdb, 2011 accrued a contingent
interest rate of 2.1% based on the 2010 EBITDAnes®d for the fiscal year ended
December 31, 2010. The semi-annual payments ofesttematuring on June 30 and
December 31, 2012 accrued a contingent interestofa?.1% based on the 2011 EBITDA
estimated for the fiscal year ended December 311.20
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On each June 30, commencing on June 30, 2011 ,dimp&hy must apply to repay, ratably

and at par, a principal amount of the debt due 2848l to 75% of the excess cash (as
defined in the issuance terms of the debt) for quelteding fiscal year. As of December

31, 2012, from the calculation performed by the @any, there was no excess cash
according to the definitions of the loan agreementgch might have required the payment

in advance of a portion of such debt.

According to the terms established in the debtiaratidition to all scheduled amortization
payments, the Company had to reduce the aggregaigpal amount outstanding of its
debt in the amount of US$ 20 million by DecemberZ&111 (“mandatory debt reduction”),
or, otherwise, the refinanced debt will bear pgnaiterest (i) at the rate of 0.25% for the
year 2012, and (ii) later, commencing on JanuargQ3, at the rate of 1.0% per year
during 2013, which penalty interest will increase @25% on January®lof each year
thereafter until the mandatory debt reduction reenbcompleted in full. As the Company
did not comply with the mandatory debt reductidre interest rate for such debt increased
by 0.25% from the year 2012 and 1% from the yeaB20

The agreements contain certain commitments, inetudieporting requirements, and
imposed certain limitations affecting the Comparsfslity and the restricted subsidiaries’
ability to: borrow money, pay dividends, redeemitastock or redeem subordinated debt,
make investments, sell capital stock of subsidiag@arantee other indebtedness, enter into
agreements that restrict dividends or other distidims from restricted subsidiaries, enter
into transactions with unrestricted subsidiaried affiliates outside the ordinary course of
business, create or assume certain liens, engagermgers or consolidations, and enter into
a sale of all or substantially all of the Comparasésets.

Debt with final due in 2015 and 2018 are collaieesl in each case, ratably and in first
degree for pledges given to the guarantee agettteoghareholders of the Company on a
number of Company’s stock of 32.51% and 16.49%peaetively, of their common stock
and voting right. Subsidiaries Leitesol IndustridCemercio Ltda., Mastellone San Luis
S.A. and Promas S.A are jointly and severally &dlolr the Senior Notes and loan debt. In
February 2011, the Board of Directors of the Comgpamd Con-Ser S.A. approved that the
latter will be also jointly and severally liablen (ihe same terms) for such debt.

13.1.2 Senior Notes — due 2012

The Senior Notes due 2012 accrued interest akaofel8% per annum, payable semi-annually
(every June 30 and December 31), in arrears andodgudune 30, 2012. Principal not
restructured in May 2010 of these Senior Notestatadly paid-in as of its due date.

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, p@yatery six months, and maturing on June
21, 2013, which were issued as part of the Globagimme 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 réyaisterm 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.
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14. ACCRUED SALARIES, WAGES AND PAYROLL TAXES

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

Payroll and bonus to management 113,917 97,360 68,556
Social security taxes 56,898 40,340 26,209
Total 170,815 137,700 94,765

15. TAXES PAYABLE AND ACCRUAL FOR TAX RELIEF

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

e Current
Tax withholdings 50,539 41,903 29,266
Taxes, rates and contributions (net from advances) 15,444 14,567 14,288
Payment plan — Law N° 26,476 6,424 5,989 2,376
Tax — Law N° 23,966 3,417 2,522 2,566
Total 75,824 64,981 48,496
¢ Non-current
Payment plan — Law N° 26,476 34,262 37,932 43,922
Accrual for tax relief (Note 26) 22,894 22,894 22,894
Taxes, rates and contributions 921 4,313
Total 57,156 61,747 71,129

Réqgime for industrial promoted activities of sultsiks

« Mastellone Hermanos S.A., as an investor in MamstellSan 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.

e Through Decree N° 699/10, the National Executiver&oextends for a two-year term starting
2012, the benefits which are currently in forcegosmoted companies in the Provinces of San
Luis, La Rioja, San Juan and Catamarca, beginniieg 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 Proviriddendoza on July 8, 2011. On August 26,
2011 the Federal Court of Appeals accepted theextmary appeal filed by the San Rafael
Chamber Commerce against the Decree N° 699/10,eqaestly, the applicability of such
decree is suspended until the National Supremet©@bdustice rules on the main issue.

-36 -



16. PROVISIONS

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

e Current
Accrued litigation expenses 1,451 951 1,365
Other accrued expenses 446 8,665 7,615
Total 1,897 9,616 8,980

¢ Non-current

Accrued litigation expenses 18,877 16,391 18,375
Other accrued expenses 2,153 1,614 1,891
Total 21,030 18,005 20,266

The movement of accrued litigation and other expsiis as follows:

* Current
Balance at the beginning of the year 9,616 8,980 6,586
Balance of acquired subsidiary 335
(Reversal) increases (1) (3,484) 1,137 888
Payments made (2,418) (671) (1,267)
Re-measurement of foreign subsidiaries allowances 10 4 (267) 525
Transfer (to) from non-current allowance (2,227) 437 1,913
Balance at the end of the year 1,897 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) 963 (1,184) (1,462)
Payments made (165) (640) (667)
Transfer from (to) current allowance 2,227 (437) (1,913)
Balance at the end of the year 21,030 18,005 20,266

(1) Net reversal, credited to other gain and losse2012 and 2011, Note 23.
17. OTHER LIABILITIES

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

e Current
Debt for acquisition of company 1,250 4,350 4,052
Related parties (Note 27) 8
Other 5,960 2,537 3,736
Total 7,210 6,887 7,796
* Non —current
Debt for acquisition of company 1,076 4,970
Deferred revenue 1,026 922 872
Other 3,180 2,153 2,026
Total 4,206 4,151 7,868
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18. DEFERRED TAX

Deferred tax assets

12/31/2012 12/31/2011 1/1/2011
Temporary differences:
Provisions and other non-deductible accrued
expenses 8,184 7,878 6,676
Inventories 10,322 3,788 2,209
Property, plant and equipment, and others (1,653) 362 79
Tax loss carry-forwards 16,837 31,411 33,103
Alternative minimum income tax 10,345 8,584 7,624
Valuation allowance for alternative minimum
income tax and deferred income tax (39,782) (43,984) (36,267)
Total 4,253 8,039 13,424
Deferred tax liabilities:
12/31/2012 12/31/2011 1/1/2011
Temporary differences:
Provisions and other non-deductible accrued
expenses 13,617 10,955 11,605
Inventories 23,646 23,693 9,542
Intangible assets 624 497 361
Other assets (476) (476) (470)
Property, plant and equipment, and others (320,617) (322,254) (344,325)
Credits deducted for tax purposes (1,239) (1,767) (1,543)
Adjustment to present value (28,132)  (38,285) (50,552)
Tax loss carry-forwards 69,273 42,974 66,893
Alternative minimum income tax 111,988 94,202 77,563
Valuation allowance for alternative minimum
income tax and deferred income tax (55,846) (15,416) (11,730)
Total (187,162) (205,877) (242,656)

The unused tax loss carry-forwards filed with tatharities by Mastellone Hermanos S.A. and
its subsidiaries as of December 31, 2012 are &s\®l

Year of Tax loss Applicable Credit due to Expiration — date for
generation amount tax rate tax loss carry- submission of tax
forward returns fiscal years
2008 86,040 35% 30,114 2013
2009 14,918 35% 5,221 2014
2010 19,196 35% 6,719 2015
2011 42,742 35% 14,960 2016
2012 76,540 35% 26,789(1) 2017
83,803
2) 6,792 34% 2,307 Unlimited
86,110

(1) It corresponds to the tax loss income estimatethyear ended December 31, 2012.
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(2) 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
year-end.

The movement of temporary differences between lmaokying amounts and tax basis of assets
and liabilities and tax loss carry-forwards is al¢ofwvs:

Balance Reduction of  Tax loss carry-  Charge Balance at th
at the tax loss carry- forwards for the end of the
beginning of forwards expired in the year year
the year year (1)
Temporary differences between
book carrying amounts and tax
basis of assets and liabilities (315,609) 19,885 (295,724)
Tax loss carry-forwards 74,385 (14,991) (711) 27,427 86,110
Total as of December 31,
2012 (241,224) (14,991) (711) 47,312 (209,614)
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 — Note 24.
19. REVENUE
2012 2011
Product sales 8,032,170 6,544,521
Services provided 251,930 197,172
Turnover tax (198,670) (170,784)
Sales discounts and volume rebates (416,169) (324,910)
Sales returns (120,390) (95,550)
Total 7,548,871 6,150,449

Sales commitments

« The Company has entered into certain term supplgemgents through which it procures
raw material and provides industrial services to@ee Argentina S.A.

« The Company has agreed to meet export commitmérgsvedered milk and whey for a
total of approximately 3,600 tons with an estimatedtract value of US$ 10,500,000.

- Additionally, the Company has entered into agregmesith provincial and national public
agencies for the sale of approximately 5,500 tonpawdered and fluid milk with an
estimated contract value of 197,400.
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20. COST OF SALES

Cost of goods sold:
Inventories at the beginning of the year
Resale goods
Finished goods
Work in progress
Raw materials, packaging and other materials
Goods in transit

Purchases
Production expenses (Note 21)

Write-off of spare parts

Re-measurement of foreign subsidiaries inventories

Benefits from industrial promotion

Inventories at the end of the year
Resale goods
Finished goods
Work in progress
Raw materials, packaging and other materials
Goods in transit

Subtotal - cost of goods sold

Cost of services rendered:

Purchases

Production expenses (Note 21)
Subtotal - cost of services rendered

Total cost of sales

Purchase commitments:

2012 2011
20,537 19,585
326,090 244,242
153,468 129,661
147,02 135,216
26,795 35,349
673,917 564,053

3,910,157 3,466,827
1,457,359 1,123,683
1,539

2,620 (2,411)
(7,672)  (28,614)
(26,981) (20,537)
(293,177)  (326,090)
(186,281)  (153,468)

(DH),5 (147,027)
(20,618) (26,795)

(717,582) ~ (673,917)

5,318,799 4,451,160

28,232 13,019

110,748 92,476

138,980 105,495

5,457,779 4,556,655

« The Company and its subsidiary Mastellone San &uls (“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 agreéntefore 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. Mwvee, 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.

« 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

2012
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 22,746 22,746
Fees and compensation for services 145,905 295 353,103 33,674 532,977
Payroll, bonus and social security

charges 619,310 60,455 216,978 118,243 1,014,986
Depreciation of property, plant and

equipment, and others 85,250 10,391 8,865 3,163 107,669
Amortization of intangible assets 361 361 722
Provision for bad debts 8,319 8,319
Freights 338,045 812,126 1,150,171
Maintenance and repair 59,852 3,543 10,139 208 73,742
Office and communication 950 119 423 1,292 2,784
Fuel, gas and energy 107,95013,837 8,170 51 130,008
Vehicles expenses 11,287 8,544 1,108 20,939
Publicity and advertising 209,627 209,627
Taxes, rates and contributions 57,498 8,734 1,532 72,693 140,457
Insurance 18,076 391 5,532 1,396 25,395
Travelling 950 2,031 542 3,523
Export and import 4 25,420 231 25,655
Harvest expenses 2,171 2,171
Supplies and chemicals 1,157 1,157
Miscellaneous 8,593 12,983 6,334 9,052 36,962

Total 1,457,359 110,748 1,677,143 264,760 3,510,010
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2011

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 41 19,410
Fees and compensation for services 106,748 37 257,907 28,868 393,560
Payroll, bonus and social security
charges 422,496 44,038 141,446 97,292 705,272
Depreciation of property, plant and
equipment, and others 109,068 13,431 5,341 2,281 130,121
Amortization of intangible assets 362 381 743
Provision for bad debts 3,907 3,907
Freights 258,083 570,181 1 828,265
Maintenance and repair 45,011 4,048 7,007 326 56,392
Office and communication 862 297 1,318 2,477
Fuel, gas and energy 91,787 12,702 8,759 a7 113,295
Vehicles expenses 8,539 6,351 842 15,732
Publicity and advertising 170,749 170,749
Taxes, rates and contributions 55,766 9,389 1,227 58,438 124,820
Insurance 13,141 211 3,841 1,150 18,343
Travelling 705 68 1,848 302 2,923
Export and import 3 23,659 108 23,770
Harvest expenses 3,257 3,257
Supplies and chemicals 517 517
Miscellaneous 7,338 8,552 2,854 8,842 27,586
Total 1,123,683 92,476 1,205,374 219,606 2,649,13
22. FINANCIAL COST
2012 2011
Senior Notes and long-term loans interest (1) aacs, 110,234
Other loans interest 20,500 6,906
Other interests 11,306 6,486
Total 144,806 123,626

(1) Includes 29,097 and 31,504 for the fiscal yearsednDecember 31, 2012 and 2011,
respectively, related to adjustments to presentevaf debt.
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23. OTHER GAINS AND LOSSES

2012 2011
Gain on sale of property, plant and equipment,ahdrs 7,196 4,031
Charges to freighters 2,608 2,931
Reversal of provision for litigation and other erpes 2,521 47
Recovery of private bonds 3,731
Insurance recovery 259
Reversal of valuation allowance for investmentsthrer companies 17
Recovery of judicial claims 3,784
Reversal of valuation allowance for other assets 4
Price adjustment in the sale of subsidiary company (1,370)
Donations (1,340) (1,043)
Depreciation of investment property (170) (92)
Miscellaneous 4,127 (4,309)
Total — net gain 18,673 4,259
24. INCOME TAX AND ALTERNATIVE MINIMUM INCOME TAX
2012 2011
Included in net loss for the year
Current income tax (27,016) (41,732)
Tax loss carry-forwards for the year 27,427 3,447
Net change in temporary differences 19,885 50,809
Subtotal 20,296 12,524
Valuation allowance on alternative minimum incorae and
deferred income tax (37,025) (13,970)
Total (16,729) (1,446)
Included in other comprehensive result
Current income tax (331) (277)
Total (331) (177)

The reconciliation of income tax expense to the amhalerived by applying the applicable
statutory income tax rate to result before incomeand alternative minimum income tax for

the year is as follows:

2012 2011

Net loss before income tax and alternative mininicome tax (98,767) (6,777)

Statutory income tax rate 35% 35%

Income tax at statutory income tax rate 34,568 2,372

Permanent differences (14,272) 10,152
Valuation allowance on alternative minimum incorae &nd

deferred income tax (37,025) (13,970)

Total (16,729) (1,446)
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25. CHANGES IN WORKING CAPITAL

2012 2011

Trade accounts receivable (77,088) (165,954)
Other receivables (24,923) 54,268
Tax credits (1,842) (29,612)
Inventories (48,995) (109,519)
Trade payables 139,262 146,677
Accrued salaries, wages and payroll taxes 33,115 42,935
Taxes payable and accrual for tax relief (3,012) (8,623)
Advances from customers 11,769 (13,346)
Provisions (2,583) (1,311)
Other liabilities 5,071 (646)

Total 30,774 (85,131)

26. PLEDGED AND RESTRICTED ASSETS

Certain assets owned by the Company are pledgeallateral for bank and financial liabilities and
tax debt (tax régime for promoted activities) falogal amount of 94,123 as of December 31, 2012
(57,069 as of December 31, 2011 and 28,062 ashofdyp £, 2011). Detail of pledged assets is as
follows:

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

Trade accounts receivable 67,956 1,982
Inventories 63,305 16,477 16,025
Property, plant and equipment, and others 4,216 10,370 8,669
Equity value of holding in subsidiary company

Promas S.A. 77,124 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 purcluaders of the subsidiary company Leitesol

I.C.S.A. The outstanding balance of such debt artsoin79,682 as of December 31, 2012, 37,304
as of December 31, 2011 and 17,351 as of Janﬁ‘agﬁll.

Additionally, as of December 31, 2012 there wellgepteceivables — guarantee deposits (current
and non-current) for an amount of 706 (3,543 aBexfember 31, 2011 and 3,941 as of January 1,
2011) in guarantee of financial and commercial demtions and restricted assets disclosed in
caption “other receivables — other” (current) f@d2as of December 31, 2012 (221 as of December
31, 2011 and 373 as of Januafy 2011).

See also commitments and collaterals granted bgttwokholders for the financial debt described in
Note 13.1.1 and 13.1.3.
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27. RELATED PARTIES OUTSTANDING BALANCES

Other financial Trade account receivables Other
Company assets (current) receivables
(current) (current)
12/31/2012 12/31/2012 12/31/2011 1/1/2011 1/1/2011
Afianzar S.G.R. 1 1
Danone Argentina S.A. (1) 102,936 101,092 111,773
Fideicomiso Formu 52 35
Frigorifico Nueva Generacion S.A. 401 132 41 342
José Mastellone 8
Juan Rocca S.R.L. 35
Logistica La Serenisima S.A. 65,379 72,714 54,524
Los Toldos S.A. 1,589 125 229 104
Masleb S.R.L. 21
TOTAL 1,589 168,871 174,255 166,477 342

(2) Includes receivables arising from sales of raw rpilkchased for and on behalf of Danone Argentida I8y 74,133
at December 31, 2012, 83,850 at December 31, 201 88,902 at Januar;?t'lzoll.

Trade payable Borrowings Other
Company (current) (current) liabilities
(current)
12/31/2012 12/31/2011 1/1/2011  12/31/2012 12/31/2011 1/1/2011 1/1/2011
Afianzar S.G.R. 6 11
Danone Argentina S.A. 22,459 30,95924,067 8
Fideicomiso Formu 28,063
Frigorifico Nueva Generacion
S.A. 2
Juan Rocca S.R.L. 1,317 1,153 1,065
Logistica La Serenisima S.A. 66,047 89,343%0,861
Los Toldos S.A. 239 337 129
Masleb S.R.L. 129 172 148
TOTAL 88,880 120,822 85,207 29,380 1,153 1,065 8

28. RELATED PARTIES OPERATIONS

Transactions with related parties for the fiscadrgeended December 31, 2012 and 2011 were as

follows:

Revenues
Afianzar S.G.R.
Danone Argentina S.A.
Fideicomiso Formu
Frigorifico Nueva Generacion S.A.
José Mastellone
Logistica La Serenisima S.A.
Los Toldos S.A.
Pascual Mastellone

2012 2011
5 2
239,578 188,241
616 422
418 321
8 27
20,357 18,441
528 557
13
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2012 2011

Purchase of goods and services

Afianzar S.G.R. 93

Danone Argentina S.A. 80,287 103,367

Logistica La Serenisima S.A. 400,208 293,595

Los Toldos S.A. 3,581 3,067

Masleb S.R.L. 1,528 2,075
Investment income

Danone Argentina S.A. 38

Frigorifico Nueva Generacion S.A. 13 28

Los Toldos S.A. 89 22
Financial cost

Fideicomiso Formu (4,749) (650)

Juan Rocca S.R.L. (37) (121)
Other gain and losses

Danone Argentina S.A. 732 531

Logistica La Serenisima S.A. 146
Purchase of property, plant and equipment, and®the

Logistica La Serenisima S.A. 2,159 372

During the fiscal years ended December 31, 2012284d, the Company paid a total of 62,792 and
53,581, respectively, in concept of remuneratioth fes to members of the Board of Directors and
executive officers. The Company does not providditectors or executive officers with any type
of pension, retirement or similar benefits.

29. FINANCIAL INSTRUMENTS
29.1 — Capital management

The Company manages its capital in order to mavant& 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.

Capital structure and debt ratio

12/31/2012 12/31/2011 1/1/2011
Debt (1) 1,114,956 939,737 794,740
Cash and cash equivalent 66,071 64,101 39,907
Net debt 1,048,885 875,636 754,833
Equity 691,407 801,638 813,637
Indebtness ratio 1.52 1.09 0.93

(1) Debt is defined as current and non-currentdwings, as detailed in Note 13.
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29.2 — Financial instruments categories

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

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

Financial assets
Amortized cost;

Cash and cash equivalent 62,407 43,768 36,907
Other financial assets 15,738 11,822 2,110
Trade accounts receivable 698,372 628,385 469,862
Tax credits 60,311 60,515 90,304
Other receivables 57,233 50,656 42,346
At fair value with changes to profit and loss

Cash and cash equivalent 3,664 20,333 3,000
Other financial assets 12,351

910,076 815,479 644,529

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

Financial liabilities
Amortized cost:

Trade payables 817,931 678,669 531,983
Borrowings 1,114,956 939,737 794,740
Other liabilities 337,992 286,478 254,412

2,270,879 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 December 31, 2012, December 31.)Jamaary ¥ 2011 there were no outstanding
derivative financial contracts.

29.4 — Management of foreign exchange risk

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

Balances of assets and liabilities denominatedigaifin currency, considering as such currencies
that are different from the functional currencyeaich company, are the following:
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12/31/2012 12/31/2011  1/1/2011

Assets

United States Dollar 58,071 113,725 69,871
Euro 924 835 1,379
Guarani 1,538

Brazilian Reais 48,696 65,512 72,320
Liabilities

United States Dollar 1,145,173 1,051,740 977,976
Euro 2,875 206 171
Guarani 177

Brazilian Reais 12,707 16,206 15,955
Danish Krone 190
Net currency exposure (1,051,703)  (888,080) (850,722)

Foreign currency sensitivity analysis

Considering the definition of functional currencyrfeach company, the Company made
transactions with foreign currency mainly in Unitetates Dollar, Euro and Brazilian Reais.

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

Loss
12/31/2012 12/31/2011 1/1/2011

Impact for each 1% increase in the exchange rate of
foreign currency in thousand of Argentine pesos ,J10) (8,881) (8,507)

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

subsidiary Leitesol) which are summarized belowdfach of the year indicated:

Fiscal Fiscal Fiscal

year year year

2012 2011 2010
Exports and foreign sales 893,627 870,745 498,736

(consolidated amounts)

The Company understands that, for the reasons ahdglimeed, it has a natural (although imperfect)
coverage for the devaluation risk. Notwithstandingt, the Company, through the relevant areas,
performs a permanent evaluation of these risksoroter to minimize it using the available
alternatives.

29.5 — Management of the interest rates risk

The Company performs borrowings transactions fah doxed and variable interest rates. The
outstanding debt bearing variable interest ratfaBecember 31, 2012 amounted to 181,641
(contractual amounts), corresponding to tranché ilsdoan 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 exc&égér annum (for the second semester of 2012 rate
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determined was 3.23% annual). Consequently, theebigmpact that the Company could suffer in
case of interest rate increases applicable talétis would be of 2.77%, or approximately 5,031.

At year-end, the Company’s net exposure to inteadést over financial assets and liabilities is the
following:

Net financial assets (liabilities)

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

Non-interest bear (261,194) (161,321) (169,715)
Fixed-rate financial instruments (940,484) (800,336) (623,026)
Variable-rate financial instruments (159,125) (127,748) (143,865)

(1,360,803) (1,089,405) (936,606)

29.6 — Management of the credit risks

Credit risk refers to risk arising from the poshkipithat a part fails to comply with its contraetu
obligations resulting in a loss to the Companytesubsidiaries. The greatest risk arises fronetrad
accounts receivable. The Company considers tratifk 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 g@ame time, due to the nature of the
products, sales operations are conducted on anrmnbasis, making it easier to track the
status of the client. For larger customers, their@dividual monitoring. In the fiscal years
2011 and 2012, no single customer sales represemteel than 10% of total revenues of
each year. Receivables from customers in receiferahd in bankruptcy have been
reclassified to other receivables and adequatelyigioned.

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

Trade accounts receivable and other receivablesx@@sed to their nominal values less the related
provisions for doubtful accounts, regardless ofgbarantees covering certain accounts receivable.
These balances do not differ significantly fromitliair 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 ldjtyi requirements. The Company manages
liquidity risk by maintaining reserves and appragei 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 year
end. The amounts presented are the contractuafloashwithout discount.

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

Less than three months 1,098,422 898,541 758,134
Between three months and a year 253,597 159,593 53,276
Between one and five year 700,397 515,409 455,395
More than five years 298,138 440,062 457,958

2,350,554 2,013,605 1,724,763
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The following table details the expected cash flaswdrom each year-end.

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

Less than three months 805,929 716,662 593,442
Between three months and a year 41,914 24,111 10,192
Between one and five years 47,921 50,537 39,177
More than five years 14,312 24,169 1,718

910,076 815,479 644,529

29.8 — Fair value of financial instruments

Fair value of financial instruments measured atrémex cost

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

12/31/2012 12/31/2011 1/1/2011
Book value Fair Book value Fair Book value Fair
value Value Value
Senior Notes due 2018 611,887 481,937 542,062 530,218 485,651 516,256

30. SEGMENT INFORMATION

IFRS 8 requires operating segments to be identifiedthe basis of internal reports regarding
components of the Company that are regularly resiewy 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 accoustiites described in Notes 2 and 3.

The Company’s reportable segments under IFRS 8safellows:

« Dairy products: Includes the sales of products manufactured viighraw milk purchased
by the Company directly to dairy farmers locatedAngentina and, to a lower extent, to
other dairy companies. Such sales are made in tigenfine domestic market (mainly
retailers and public agencies), in the Brazilianmdstic market (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 thiesisiary Promas S.A., as well as
production purchased to third parties. Such satesn@ade mainly in the international
markets.

e Other: Includes principally services related to the tpamgation of raw milk and other

associated to the coordination of such transpantcfmses and sales of trucks, spare parts,
etc.).
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2012

Information

Dairy Olive Other Total
Revenue 7,200,310 1,571 346,990 7,548,871
Net loss for the year (98,181)16,039) (1,276) (115,496)
Assets allocated to the business lines 2,925,9094,038 152,438 3,172,385

Liabilities allocated to the business lines 2,369, 11,202 100,061 2,480,968
Additions to property, plant and

equipment, and others 191,961 106 10,852 202,919
Depreciation of property, plant and

equipment, and others 99,999 3,288 4,382 107,669
Amortization of intangible assets 722 722
Depreciation of investment property 170 170
Net domestic revenue 6,306,683 1,571 346,990 6,655,244

2011
Dairy Olive Other Total

Revenue 5,851,249 17,101 282,099 6,150,449
Net income (loss) for the year 2,687 (14,496) 3,586 (8,223)
Assets allocated to the business lines 2,749,228 ,6680 100,137 2,940,030

Liabilities allocated to the business lines 2,060, 12,277 62,045 2,138,382
Additions to property, plant and

equipment, and others 116,165 558 12,483 129,206
Additions to intangible assets 15 15
Depreciation of property, plant and

equipment, and others 125,563 3,350 1,208 130,121
Amortization of intangible assets 743 743
Depreciation of investment property 92 92
Net domestic revenue 4,980,504 17,101 282,099 5,279,704

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

vear Revenue

Domestic market Exports Total
2012 6,655,244 893,627 7,548,871
2011 5,279,704 870,745 6,150,449

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

Reconciliations between equity as determined i@znce with the IFRS used for the preparation
of the current financial statements (described oteN 2 and 3 to these consolidated financial
statements) and the amount of equity that wouldehlb@en determined should the Argentine
accounting standards (Technical Resolutions issmedhe F.A.C.P.C.E. other than Technical
Resolutions N° 26 and 29) have been applied awofdates: last fiscal year-end (December 31,
2011) and the date of transition to IFRS (JanudrQ@11), 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.

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

A reconciliation between total comprehensive |lasstiie fiscal year ended on December 31, 2011
determined in accordance with the IFRS used for pgheparation of the current consolidated
financial statements and the net loss for such gkauld the Argentine accounting standards have
been applied, are also presented below.

2011
Total comprehensive loss for the year (11,999)
Other comprehensive loss for the year
Ref.
1. Translation adjustments of foreign subsidiaoijgsrations 3,776
Net loss for the year according to IFRS (8,223)
Reconciling items:
2. Inventories and spare parts and supplies 6,080
3. Property, plant and equipment 30,586
4. Deferred income tax (34,564)
1. Translation adjustments of foreign subsidiaoijgsrations (3,776)
Net result for the year according to Argentine GAAP (9,897)

Explanation of the reconciling items:
1. Translation adjustments of foreign subsidiarie®perations

This item includes the reclassification of the exmife 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 accountirapdrds, and, as per IAS 21, they are
disclosed under other comprehensive result.

2. 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 accordaitbelRS, these items are valued at their
cost, which do not exceed their estimated recoleraiue.
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3.

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.

Deferred tax

In accordance with Argentine accounting standaids Company had considered the residual
value of the restatement of property, plant andipment balances to reflect the impact of
inflation as a permanent difference for deferrexhtian purposes. As per the International
Accounting Standard (“IAS”) 12, this difference temporary 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 3. Aalthily, the Company has considered the
effect of the adjustments included in previous geaph 2 on the deferred tax, considering the
income tax rate in force.

Reconciling items between cash and cash equivalentke fiscal year ended December 31, 2011
and the totals for the activities (operating, irivegs and financing) that cause changes during the
year, determined in accordance with the IFRS usedhe preparation of the current financial
statements, and the same lines should Argentineuatiog standards have been applied, are not
material; consequently such reconciliations ispresented.

32. APPROVAL OF THESE FINANCIAL STATEMENTS

These consolidated financial statements were apgrby the Board of Directors and authorized to
be issued on March 7, 2013.
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of

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

1. We have audited the consolidated financialestants of Mastellone Hermanos Sociedad
Anénima (also referred to as “Mastellone Hermanosi&tlad Anénima” or the “Company”)
and its consolidated subsidiaries (subsidiarieaildetin Note 2.4 to the consolidated financial
statements) which comprise the consolidated stateofefinancial position as of December
31, 2012 and the related consolidated statemerdsmprehensive loss, changes in equity and
cash flows, with their Notes 1 to 32 (a summargighificant accounting policies is disclosed
in Notes 2 and 3) for the fiscal year ended Decerihe2012.

The figures and other information for the fiscabyended December 31, 2011 and as of
January 1, 2011 (the latter being the date of ttianso the International Financial Reporting
Standards) are an integral part of these conselidatancial statements and are intended to be
read only in relation to those financial statements

The Company’s Board of Directors is responsibletlierpreparation and fair presentation of
the financial statements of the Company in accareavith International Financial Reporting
Statements (“IFRS”) adopted by the Argentine Feitaraof Professional Councils in
Economic Sciences as accounting standards, aswhey approved by the International
Accounting Standard Board (IASB), and incorporatgdhe National Securities Commission
to its regulations. Moreover, the Board of Diresta responsible for the existence of an
internal control system that is considered necgstarenable the preparation of financial
statements that are free from material misstatem&hether due to fraud or error. Our
responsibility is to express an opinion on thesesobdated financial statements based on the
audit carried out pursuant to the scope of workireed in section 2.

2. Our audit was carried out in accordance with TezinResolution N° 7 issued by the
Argentine Federation of Professional Councils iloritomic Sciences. Those standards require
that auditors plan and perform the audit to obta@asonable assurance about whether the
financial statements are free from material misstants. An audit involves performing
procedures, mainly on a sample basis, to obtairit awdence about the amounts and
disclosures in the financial statements. The proeed selected depend on the auditor's
judgement, including the assessment of the riskmaterial misstatement of the financial
statements, whether due to fraud or error. In ngakhose risk assessments, the auditor
considers internal control relevant to the Compsrpreparation and fair presentation of the
financial statements in order to design audit pdaces that are appropriate in the
circumstances, but not for the purpose of exprgsam opinion on the effectiveness of the
Company’s internal control. An audit also includesaluating the appropriateness of
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accounting policies used and the reasonablenesacobfunting estimates made by the
Company’s Board of Directors and Management, as agetvaluating the overall presentation
of the financial statements. We believe that thditaevidence we have obtained is sufficient
and appropriate to provide a basis for our audiiop.

As indicated in note 2.1 to the consolidated finanstatements mentioned in the first
paragraph, section 1 of this report, these statemesve been prepared in conformity with
International Financial Reporting Standards, treémt the first fiscal year of application of
such standards. The effects of changes causeceapitlication of this new accounting basis
are presented in Note 31 to the consolidated fiahatatements.

In our opinion, the consolidated financial statetaexs of December 31, 2012 referred to in the
first paragraph of section 1, present fairly, ihraaterial respects, the consolidated financial
position of the Company as of December 31, 2012 the consolidated statements of

comprehensive loss, changes in equity and cashsflimw the fiscal year then ended, in

accordance with International Financial Reportitgn8ards.

As a part of our work, the scope of which is ddsaxdliin section 2, we have reviewed the
Consolidated Informative Summary required by thdidwal Securities Commission and
prepared by the Company’s Board of Directors onckshin what is subject of our

competence, we have no observations to report.

This report and the consolidated financial stateémerferred to in section 1, have been
translated into English for the convenience of kstgspeaking readers. The accompanying
consolidated financial statements are the Engliahstation of those originally issued by
Mastellone Hermanos Sociedad Andénima in Spanistpeggknted in accordance with IFRS.

City of Buenos Aires, Argentina.
March 7, 2013

DELOITTE S.C.

José E. Lema (Partner)
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