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Assets

Property, plant and equipment
Intangible assets

Deferred tax assets
Investments in associates
Other financial assets

Total non-current assets
Inventory
Trade and other receivables
Prepayments
Other financial assets
Cash and cash equivalents
Total current assets

Total assets

Equity and liabilities

Share capital

Share premium

Other reserves

Profit for the year

Interim dividend

Currency translation differences
Hedge transaction reserves

Total equity

Deferred income
Borrowings

Other financial liabilities
Deferred tax liabilities
Provisions

Total non-current liabilities

Borrowings

Other financial liabilities
Trade and other payables
Provisions

Other current liabilities
Current tax liabilities

Total current liabilities

Total equity and liabilities

as at 31 December 2010 and 2009
[Thousands of euros]

VISCOFAN, S.A. AND SUBSIDIARIES

Consolidated statements of financial position

Note 2010 2009

6 300,301 289,105
7 16,918 14,342
9 14,459 8,051
8 1,565 1,333
8 1,178 507
334,421 313,338

10 159,258 150,045
11 129,268 123,796
2,193 a7

8 6,730 3,000
12 57,301 25,763
354,750 302,651

689,171 615,989

Note 2010 2009

13.1 13,981 13,981
13.2 12 16,650
13.3 312,050 267,319
81,346 64,259
13.6 (13,981)  (12,117)
10,684 (5,673)

13.4 2,277 788
406,369 345,207

14 4,386 2,998
15.a 32,928 46,241
15.a 5,842 5,007
9 30,509 25,252
16 27,606 37,213
101,271 116,711

15.a 84,191 70,042
15.a 8,739 3,442
15.b 60,816 48,161
16 7,639 7,855
15.b 18,671 24,031
9 1,475 540
181,531 154,071

689,171 615,989




VISCOFAN, S.A. AND SUBSIDIARIES

Consolidated income statements

for the years ended 31 December 2010 and 2009

[Thousands of euros]

Note 2010 2009
Sales and services rendered 20 633,726 583,414
Other income 21 8,853 7,756
Changes in inventories of finished goods and work 20 (8,298) 12,702
Work performed by the Group on non-current assets 998 253
Consumption of raw material and other consumables 20 (161,201) (176,631)
Employee benefits expense 23 (136,213) (134,047)
Depreciation and amortization 6&7 (43,757) (37,735)
Other operating expenses 22 (183,701) (164,767)
Impairment and gains (losses) on disposal of norentiassets (22) (621)
Operating profit 110,385 91,266
Share of results from associates - net of tax Bl& 77 a7)
Finance revenue 24 15,371 15,610
Finance costs 24 (20,120) (20,897)
Profit before tax 105,713 85,962
Income tax expense 9 (24,367) (21,703)
Profit for the year 81,346 64,259
Basic earnings per share (in euros) 25 1.7455 1.3788
Diluted earnings per share (in euros) 25 1.7455 1.3788




VISCOFAN, S.A. AND SUBSIDIARIES

Consolidated statements of comprehensive income
for the years ended December 31, 2010 and 2009
[Thousands of euros]

Net profit for the year

Profit (loss) recognized directly in equity

In other reserves
Actuarial gains (losses) on pension plans
Germany
United States
Tax effect

Hedges taken to reserves
Remeasurement of hedge derivatives
Tax effect

Translation differences

Total profit (loss) recognized directly in equity

Transfers to the consolidated income statement
From cash flow hedges
Tax effect

Total recognized income and expenses for the year

2010 2009
81,346 64,259
(7,003) (1,539)
(1,877) (1,312)

1,470 938
(7,410) (1,913)
2,677 1,262

777) (474)
1,900 788
16,357 13,944
10,847 12,819
(728) 103
317 (65)
(411) 38
91,782 77,116




Balance at January 01, 2009
Total recognized income and expense

Transactions with shareholders and owners
Capital increases /(decreases)
Dividends paid
Transactions with treasury shares

Other changes in equity
Transfers between equity accounts

Balance at December 31, 2009

Total recognized income and expense

Transactions with shareholders and owners
Dividends paid

Other changes in equity
Transfers between equity accounts

Balance at December 31, 2010

VISCOFAN, S.A. AND SUBSIDIARIES

Consolidated statements of changes in equity
for the years ended 31 December 2010 and 2009
[Thousands of euros]

Equity attributed to the parent

Equity
Profit
(loss) Unrealized
Treasury attributable gains

Share Share shares and Interim to (losses)  Translation Total
capital  premium Reserves participations dividend the parent  reserve  differences  equity
14,020 30,165 229,041 (1,699) - 51,403 (38) (19,617) 303,275

- - (1,913) - - 64,259 826 13,944 77,116

(39)  (13,515) (1,660) 1,699 (12,117) (9,552) - 5,1B4)
(39) - (1,660) - - - - - (1,699)

- (13,515) - - (12,117) (9,552) - - (35,184)

- - - 1,699 - - - - 1,699

- - 41,851 - - (41,851) - - -

- - 41,851 - - (41,851) - - -
13,981 16,650 267,319 - (12,117) 64,259 788 (5,673) 345,207

- - (7,410) - - 81,346 1,489 16,357 91,782

- (16,638) - - (1,864) (12,117) - - (30,619)

- (16,638) - - (1,864) (12,117) - - (30,619)

- - 52,141 - - (52,142) - - 1)

- - 52,141 - - (52,142) - - 1)
13,981 12 312,050 - (13,981) 81,346 2,277 10,684 406,369




VISCOFAN, S.A. AND SUBSIDIARIES

Consolidated statements of cash flows

for the years ended 31 December 2010 and 2009

[Thousands of euros]

Cash flows from operating activities
Profit before tax
Adjustments for:
Depreciation and amortization
Changes in provisions
Capital grants
Gain (loss) on disposal of non-current assets
Interest income
Interest expenses
Foreign currency translation differences (net)

Changes in working capital, net of the impact of aguisitions and
currency translation differences

Inventory

Trade and other receivables

Trade and other payables

Funds obtained from operations

Income tax receipts (payment)

Cash flows from operating activities

Cash flows from investing activities
Payments for acquisition of property, plant andigeent and intangible assets
Payments for the acquisition of financial assets
Proceeds from disposals of property, plant andpegent
Proceeds from other assets
Contributions to pension plans in Germany
Contribution to US pension plan

Cash flows from investing activities

Cash flows from financing activities
Interest-bearing loans and borrowings
Issuance
Repayment and redemption
Compensation to shareholders
Dividends
Return of share premium
Interest received
Interest paid
Other payments from financing activities
Foreign currency translation differences (net)

Cash flows from financing activities

Impact of changes in exchange rates on cash ahceqasvalents

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents

Cash and cash equivalents at December 31

2010 2009
105,713 85,962
43,757 37,735
(2,074) 3,805
(469) (456)
22 663
(1,566) (680)
3,431 4,845
2,807 1,122
151,621 132,996
(1,296) 10,881
314 (444)
(1,791) (1,627)
148,848 141,806
(24,311) (17,814)
124,537 123,992
(43,606) (47,321)
(7,549) (26)
1,596 1,764
3,148 3
(14,736) -
(3,067) (1,611)
(64,214) (47,191)
25,461 20,005
(27,811) (40,539)
(13,981) (21,671)
(16,638) (13,515)
1,566 680
(3,083) (4,877)
6,638 (3,303)
(2,807) (1,122)
(30,655) (64,342)
1,870 (710)
31,538 11,749
25,763 14,014
57,301 25,763




1)

)

VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Nature and Principal Activities

Viscofan, S.A. (hereinafter the Company or the R@revas incorporated with limited liability on 17
October 1975 as Viscofan, Industria Navarra de Eoras Celuldsicas, S.A. At a meeting held on
17 June 2002 the shareholders agreed to changarhe of the Company to the current one.

Its statutory and principal activity consists of ttnanufacture of cellulose or artificial casingsjimty for
use in the meat industry, as well as, to a lesseng the generation of electricity by any techihic
means, both for own consumption and for sale taltharties. Its industrial installations are lazht
in Caseda and Urdiain (Navarra). During 2009, iwsmmoffice was moved to Tajonar (Navarra).
However, the registered address continues to Bainplona.

Viscofan, S.A. is the Parent of a group of compaifike Viscofan Group or the Group) which carry out
their activities mainly in the food, plastic andlagen casing sectors, as explained in more deetail
Note 2.

Viscofan, S.A.’s shares are quoted on the Madraic8lona and Bilbao stock exchanges.

Viscofan Group

During 2010, a series of transactions took pladh e aim of reducing and simplifying the Viscofan
Group structure:

-In July 2010 the Company purchased all the shafé&tephan & Hoffmann AG (Germany) from
Naturin Inc. Delaware (USA), a wholly-owned subaigi

-After acquiring the shares of Stephan & Hoffmar®,ANaturin Inc. was liquidated, as it was solely
devoted to holding shares of the Germany compahichwvere its main asset.

-During August, the merger between Naturin Viscof@mbH, and Stephan & Hoffmann AG was
initiated, and in September, Naturin Viscofan, Gmi#s merged with Naturin Verwaltung
GmbH; therefore, the only company still active iar@any is Naturin Viscofan GmbH.

-In December 2010, Viscofan Poland Sp.z.o0.0. undetwlefinitive dissolution (the process began
in September 2009). This Company's activity waistt commercial, and was transferred to
the other group companies.

These transactions had no effect on the equityesults of the Group, as they are all wholly-owned
subsidiaries, except for the tax returns filedhait respective countries. This also had no eféect
the Group's activity.

In 2010, the construction of the new Viscofan Textbgy (Suzhou) Co. Ltd. production plant located in
China was completed; this company had been incatpdithe year before. During the final weeks of
2010, samples produced have proven to be quitsfaetry. The Company will start up production
and commercial activities during the first week201.1.

In 2009, the only transaction modifying the Visaofaroup's structure was the incorporation of Viacof
Technology (Suzhou) Co. Ltd. (China). The subsidsaactivity focused on obtaining commercial
licenses, land use rights for a new production tpland formalization of contracts related to their
construction.

Details of the subsidiaries and associates commgrigie Viscofan Group at 31 December 2010 and 2009,
as well as certain additional information is thidiwing:



Group companies

Industrias Alimentarias de Navarra, S.A.U.
Naturin Viscofan GmbH
Viscofan Canada Inc
Viscofan do Brasil, soc. com. e ind. Ltda.
Zacapu Power S.R.L. de C.V.
Koteks Viscofan, d.o.o.
Gamex, C.B. s.r.o.
Viscofan USA Inc.
Naturin Ltd.
Viscofan CZ, s.r.o.
Viscofan Technology (Suzhou) Co. Ltd.
IAN Peru, S.A.
Lingbao Baolihao Food
Viscofan de México S.R.L. de C.V.

Viscofan Centroamérica Comercial, S.A.

Viscofan de México Servicios, S.R.L. de C.V.

VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Percentage interest

Direct Indirect
100.00% -
100.00% -
- 100.00%
100.00% -

- 100.00%
100.00% -
100.00% -

100.00% -
100.00% -
100.00% -
100.00% -
- 100.00%
- 50.00%
99.99% 0.01%
99.50% @50
7] 0.01%

Activity

Registered offices

Manufacture and marketing of tinned vegetables
Manufacture andkating of artificial casings
Commercial activity
Manufacture and marketing of artificial casings
Cogeneration plant
Manufacture avadtketing of artificial casings
Manufacture and ntian@f artificial casings
Manufacture and mangebf artificial casings
Commercial activity
Manufacture and ratinig of artificial casings
nMfacture and marketing of artificial casings
Asparagus production
Asparagus prodactio
Macture and marketing of artificial casings
Commercial activity

Services rendered

illafvanca (Navarra)
Weinheim (Germany)
Quebec (Canada)
Sao Paulo (Brazil)
Zacapu Michoacan (Mexico)
Novi Sad (Serbia)
Ceske Budejovice (Cz&uatpublic)
Montgomery, Alabama (USA)
Sevenoaks (United Kingdom)
Ceske Budejovice (Cz&gpublic)
SurfBhina)
Lima (Peru)
Lingbao (China)
Sarslde Potosi (Mexico)
San José (Costa Rica)

San Luis de Potosi (Mexico)



Group companies

Industrias Alimentarias de Navarra, S.A.U.
Naturin Viscofan GmbH
Naturin Inc Delaware
Viscofan do Brasil, soc. com. e ind. Ltda.
Viscofan Poland Sp.z.0.0., in liquidation
Koteks Viscofan, d.o.o.
Gamex, C.B. s.r.o.
Viscofan USA Inc.
Naturin LTD
Viscofan CZ, s.r.o.
Viscofan Technology (Suzhou) Co. Ltd.
IAN Peru, S.A.
Lingbao Baolihao Food
Stephan & Hoffmann AG
Naturin Verwaltung GmbH
Viscofan de México S.R.L. de C.V.

Viscofan Centroamérica Comercial, S.A.

Viscofan de México Servicios, S.R.L. de C.V.

VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Percentage interest

Direct Indirect
100.00% -
100.00% -
100.00% -
100.00% -

100.00% -
100.00% -
100.00% -

100.00% -
100.00% -
100.00% -
100.00% -
- 100.00%
- 50.00%
- 100.00%
- 100.00%
99.99% 0.01%
99.50% %50
0 0.01%

Activity

Registered offices

Manufacture and marketing of tinned vegetables

Manufacture andkating of artificial casings
Financial activity
Manufacture and marketing of artificial casings
Commercial activity
Manufacture avadtketing of artificial casings
Manufacture and ntiengg@f artificial casings
Manufacture and mangeof artificial casings
Commercial activity
Manufacture and ratinig of artificial casings
nMfacture and marketing of artificial casings
Asparagus production
Asparagus prodactio
Financial activity
Financial adtivi
Macture and marketing of artificial casings
Commercial activity

Services rendered

illafvanca (Navarra)
Weinheim (Germany)
Dover (USA)
Sao Paulo (Brazil)
Krakow (Poland)
Novi Sad (Serbia)
Ceske Budejovice (Czé&uatpublic)
Montgomery, Alabama (USA)
Sevenoaks (United Kingdom)
Ceske Budejovice (Cz&gpublic)
SuzlBhina)
Lima (Peru)
Lingbao (China)
Weinheim (Germany)
Weinheim (Germany)
Sarfslde Potosi (Mexico)
San José (Costa Rica)

San Luis de Potosi (Mexico)



Group companies

VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Percentage interest

Registered offices

Zacapu Power S.R.L. de C.V.

Viscofan Canada Inc

Direct Indirect Activity
- 100.00% Cogeneration plant
- 100.00% Commercial activity

Zacapu Michoacan (Mexico)

Quebec (Canada)



VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

3) Basis of Preparation

The consolidated Financial Statements have begmaprd on the basis of the accounting records of
Viscofan, S.A. and the companies forming the Grolipe consolidated Financial Statements for
2010 have been prepared under EU-endorsed Intenahtrinancial Reporting Standards (EU-IFRS)
to present fairly the consolidated equity and ctdated financial position of Viscofan, S.A. and
subsidiaries at 31 December 2010 and 2009, asasdhe consolidated results from its operations,
its consolidated cash flows and consolidated reizegnincome and expenses for the year then
ended. The Group adopted EU-IFRS on 1 January a064applied IFRS 1 First-time Adoption of
International Financial Reporting Standards at tizdé.

The accounting policies used in the preparatiorthef consolidated financial statements for the year
ended December 31, 2010 are the same applied wotislidated financial statements for the year
ended December 31, 2009, except for the followit@ndards and interpretations, which are
applicable to the years beginning January 1, 2010:

*Revised IFRS 2 "Share-based Payments"

*Revised IFRS 3 "Business combinations” and amentmoelAS 27 "Separate and Consolidated
Financial Statements"

*lAS 39 - "Financial Instruments": "Recognition akéasurement” — Eligible hedged items"
*IFRIC 12 - “Service Concession Arrangements”

*IFRIC 15 - "Agreements for the construction of resflate":

*IFRIC 16 - "Hedges of Net Investments in Foreigrefpions"

*IFRIC 17 - "Distributions of non-cash assets to ersfi

*IFRIC 18 - "Customer loyalty programs"

*Amendments to IFRS 5 "Non-current assets held & and discontinued operations” (including
the IFRS improvements made in May 2008)

*Improvements to the IFRS issued in April 2009

Adopting these standards, interpretations, and fisations had no impact on the Group’s financial
position or results.

The Group has not early adopted any standard pirgtztion or amendment issued but not effective.

The Group is evaluating the effect that the follogvistandards and interpretations issued by the IASB
and adopted by the European Union but not appkcabight have on the accounting policies,
financial position or performance of the Group:

*lAS 32 "Classification of rights issues": Effectifrem years beginning February 1, 2010;
*|AS 24 "Related party disclosures:" Effective frgears beginning January 1, 2011.

*IFRIC 19 “Extinguishing financial liabilities withequity instruments”: Effective from years
beginning July 1, 2010;

10



VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

*IFRIC 14 “Prepayments of a minimum funding requiestti: Effective from years beginning
January 1, 2011.

At the date of publication of these consolidatedaficial statements, the following IFRSs and
amendments had been issued by the IASB but not netieer mandatory nor approved by the EU:

*IFRS 9 "Financial Instruments": Effective from ysdreginning January 1, 2013.

eImprovements to IFRS (May 2010): Effective from gedeginning January 1, 2011 (except the
amendments to IFRS 3 (2008) regarding the measutenfenon-controlling interests and
share-based remuneration plans, as well as thecameans to IAS 27 (2008) and IFRS 3 (2008)
regarding contingent payments arising during bissim®mbinations with acquisition dates prior
to the date the amendments became effective, vdaiote into effect for years beginning July 1,
2010).

*Amendment to IFRS 7 “Disclosures — Transfers ofafiicial assets:” Effective from years
beginning July 1, 2011.

«Amendment to IFRS 12 “Deferred taxes — Recoveryraderlying assets”: effective for annual
periods beginning on or after January 1, 2012.

The Group is currently analysing the impact ofadpelication of these standards and amendments.

Based on the analyses conducted to date, the Grstipates that their application will not have a
significant impact on the consolidated financiahtstments in the initial period of application.
However, the changes introduced by IFRS 9 will @ffeancial instruments as well as their related
future transactions beginning January 1, 2013.

International Financial Reporting Standards occasly contemplate more than one alternative
accounting treatment for a transaction. The cdtexdopted by the Group for its most relevant
transactions are the following:

» Shares in jointly controlled entities may be comatked using either the proportional
consolidation method or the equity method; the @rosed the latter.

» Capital grants can be recognized reducing theafate assets for which financing was granted
or as deferred income, which was the Group's choice

» Pension plan actuarial gains and losses can bere@fender certain conditions. The Group
recognizes them during the year they are produgedtty in equity.

» Certain property, plant, and equipment may be nredsat market value or historical cost less
amortizations and impairment loss. Viscofan hasehdhe latter criteria.

The Parent's directors expect these 2010 consefidfihancial statements, which were prepared on
February 28, 2011, to be approved by the sharefmidegeneral meeting without modification.

(3.1) Comparison of information

These consolidated financial statements presertdimparative purposes, for each of the headings
on the consolidated statement of financial posjtithe consolidated income statement, the
consolidated comprehensive income statement, tmesotidated cash flow statement, the
consolidated statement of changes in equity andnibtes to the consolidated financial
statements, in addition to the consolidated figlioe2010 the corresponding figures for 2009
included in the consolidated financial statemepisraved by the shareholders at their general
meeting on June 01, 2010.

11



VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

(3.2) Relevant accounting estimates, assumptions andrjedts

The preparation of Financial Statements in confoyrmith EU-IFRS requires Group management

to make judgments, estimates and assumptions aagdply relevant accounting estimates in
the process of applying Group accounting policies.

Aspects which involves a greater degree of judgm@mntomplexity in preparation of these

(@)

consolidated Financial Statements are detailedabelo

Relevant accounting estimates and assumptions

- Pension plans: Note 4.16

- Provisions: Note 4.17

- Useful lives of property, plant and equipment artdngible assets: Notes 4.4 and 4.5
- Assessment of impairment of assets: Note 6

- Recoverability of deferred tax assets: Note 9

- Measurement of derivatives: Note 4.8

(b) Changes in accounting estimates

(©)

Although estimates were based on the best infoomagivailable at 31 December 2010,
future events may require these estimates to befiemih subsequent years. The effects on
the preliminary Financial Statements of any adjestowhich may arise in subsequent years
would be recognized prospectively.

Sources of uncertainty

The main sources of uncertainty which could affecfit (loss) for the year in the future are
due to contingent assets and liabilities (Note 16.7

No uncertainties due to the current global econocdlimate were perceived which would
have required special analysis or the solution loittv would significantly have affected the
Group's consolidated financial statements.

(3.3) Business combinations

All

business combinations are accounted for by yipglthe purchase method. This consists of
identification of the acquirer (the entity whichtalms control over the other entities comprising
the business combination), measurement of costeobtisiness combination and allocation, on
the acquisition date, of the business combinatiadosts to the assets acquired and the
liabilities and contingent liabilities assumed.

The cost of the business combination is measurddeaagregate of the fair values at the date of

exchange, assets contributed, liabilities incuwe@dssumed (including contingent liabilities if
these can be measured reliably) and net equitsuimsints issued by the acquirer, in exchange
for control over the acquired; plus any costs diyeattributable to the business combination.
Adjustments to the cost of a business combinat@antiegent on future events are included in
the cost of the combination provided that the anafithis adjustment is probable and can be
measured reliably.

The excess of the cost of the business combinatienthe acquirer’s interest in the net fair value

of the identifiable assets, liabilities and conéngliabilities is recognized as goodwill. If the
acquirer’s interest in the net fair value of assisbilities and contingent liabilities exceede th
cost of the business combination, the differenceaiaing after reassessment is recognized by
the acquirer in profit or loss.

12
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VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Significant Accounting Principles

The consolidated Financial Statements have begmapré in accordance with International Financial
Reporting Standards (IFRS) and its interpretatemdorsed by the European Union (EU-IFRS).

A summary of the most significant principles isfaléows:

(4.1) Going concern and accruals basis

The consolidated financial statements have begraped on a going concern basis.

Income and expenses are recognized on an acclasits brespective of collections and payments.

(4.2) Method of consolidation

All the subsidiaries were consolidated using tHecensolidation method.

Subsidiaries are entities controlled by the Compatisectly or indirectly through other
subsidiaries. Control exists when the Company haspower to govern the financial and
operating policies of an entity so as to obtaindfién from its activities. Potential voting rights
held by the Group or third parties that are prdgesmercisable or convertible are taken into
account in assessing control.

The Financial Statements of subsidiaries are imauoh the consolidated Financial Statements
from the date that control commences until the dhtd control ceases. Subsidiaries are
excluded from the consolidation scope from the mutmaentrol is lost. Note 2 breaks down the
nature of the relationships between the parenitarslibsidiaries.

The Group has applied the exemption permitted B3SFA First-time Adoption of International
Financial Reporting Standards regarding businessbamtions. Consequently, only business
combinations which occurred subsequent to 1 Jar2@0y, the date of transition to EU-IFRS,
have been recognized using the purchase methodieErdacquired prior to that date were
recognized under the former Spanish general cHaataounts, once the necessary transition
date adjustments and corrections were considered.

Intragroup balances and transactions and any luredagains and losses or income and expenses
arising from intragroup transactions are eliminabedconsolidation. Nevertheless, unrealized
losses are considered as indicative of impairmetiteotransferred assets.

The accounting policies of subsidiaries have batapted to those of the Group for transactions
and other events in similar circumstances.

The Financial Statements of consolidated subsaiaeflect the same reporting date and period as
that of the Parent.

Business combinations

Jointly controlled companies which by virtue of antractual agreement are managed and
controlled by more than two partners are consaidéaty the equity method.

13



VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Under the equity method, investments in jointly tcolled companies are recognized on the

consolidated statement of financial position attqdes any post-acquisition changes in the
Group’s investment based on its share of the ieeestinet assets, less any impairment losses.
The result of measuring investments in associase@syuhe equity method (after eliminating
intra-group transactions) is recognized under “Otteserves” and “Share of results from
associates -net of tax” on the consolidated statérog financial position and consolidated
income statement, respectively.

(4.3) Effects of changes in foreign exchange rates

(@)

(b)

Foreign currency transactions

The consolidated Financial Statements are presdnteédousands of euros, which is the
functional and presentation currency of the Parent.

Foreign currency transactions are translated imofinctional currency using the exchange
rate prevailing at the transaction date.

Monetary assets and liabilities expressed in foreigrrencies have been translated into euros
at the year-end exchange rate, whereas non-monatsgts and liabilities measured at

historical cost in a foreign currency are translateing the exchange rate at the transaction
date. Non-monetary assets denominated in foreigrewcies measured at fair value are

translated to euros at the foreign currency exchaatg prevailing at the date the value was
determined.

Differences arising on settlement of transactionforeign currency and on the translation to
euros of monetary assets and liabilities expresséateign currency are taken to the income
statement. Exchange differences arising from thestation of monetary items forming part
of the net investment in foreign operations ar@gaeezed as translation differences in equity.

Translation gains or losses related with monetargnicial assets or liabilities expressed in
foreign currency are also recognized in the incatagement.

Translation of foreign operations

Translation differences are recognized in the Gow@guity. The translation to euros of
foreign operations, excluding foreign operationdiyperinflationary economies, is based on
the following criteria:

< Assets and liabilities, including goodwill and astiments to net assets deriving from
the acquisition of businesses, including compaeatialances, are translated at the
year-end exchange rate at each balance sheet date.

* The revenues and expenses of foreign operatiodisidimg comparative balances, are
translated at the exchange rates ruling at eankacéion date; and

« Foreign exchange differences arising from applicatof the above criteria are
recognized under translation differences in equity.

The Group does not carry out business in hypetiofiary countries.
In the consolidated cash flow statement, the cémshsf including comparative balances,

from subsidiaries and jointly-controlled foreignsinesses are translated to euros applying
the exchange rates prevailing at the date of thk flaws.
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VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Translation differences related to foreign busires®cognized in equity are recognized on
one line in the consolidated income statement whese are recognized in profit (loss) at the
time such businesses are sold.

(4.4) Property, plant and equipment

(a) Initial recognition
Property, plant and equipment is stated at costs Eccumulated depreciation and any
impairment losses. The cost of self-constructedtass determined using the same principles
as for an acquired asset, considering the prirgigstablished to determine the cost of
production. The cost of production is capitalizethwa charge to work performed by the
Group on non-current assets in the consolidatemhiecstatement.
The cost of assets acquired or produced subsedquelgnuary 01, 2009 which have long
installation periods includes finance costs accnoealr to their being put to use. Such costs
meet the capitalization requirements described @bov
The Group elected to use previous GAAP revaluatibproperty, plant and equipment as
deemed cost at 1 January 2004, as permitted by IFIR&t time Adoption of IFRS.
(b) Amortization and depreciation
Property, plant and equipment is depreciated syatieally over the useful life of the asset.
The depreciable amount of tangible asset iteméidscbst of acquisition less the residual
value. Each part of an item of property, plant agdipment with a cost that is significant in
relation to the total cost of the item is depresilaseparately.
Depreciation of items of property, plant and equpinis calculated using the straight-line
basis over their estimated useful lives, as foltows
Estimated useful
life (years)
Buildings 30-50
Plant and equipment 10
Other installations, equipment and furniture 5-15
Other property, plant and equipment 4-15
The Group reassesses residual values, useful dindsdepreciation methods at the end of
each financial year. Changes to the initially elsshled criteria are recognized as a change in
accounting estimates.
(c) Subsequent recognition

Subsequent to initial recognition of the assety arists that will probably generate future
economic benefits and which may be measured rglisgdre capitalized. Ordinary
maintenance costs are expensed as they are incurred

Replacements of property, plant and equipment whioket the requirements for
capitalisation are recognized as a reduction incdweying amount of the items replaced.
Where the cost of the replaced items has not beprediated independently and it has not
been practical to determine the respective carrgimgunt, the replacement cost is used as
indicative of the cost of items at the time of as@ion or construction.
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VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

Investment property

At 2010 and 2009 year end the VISCOFAN Group hadssets which by their nature must
be classified as investment property.

(4.5) Intangible assets

(@)

(b)

(©)

(d)

(e)

Goodwill

Goodwill on business combinations carried out fritva transition date (1 January 2004) is
recognized as the excess of the cost of the bissomsbination over the Group's interest in
the net fair value of the identifiable assets, iliabs and contingent liabilities of the
subsidiary or the jointly controlled business acegli

Goodwill is not amortized but is subject to annirapairment testing or more frequently
where events or circumstances indicate that art as®g be impaired. Goodwill on business
combinations is allocated to the cash-generatints (@GUs) or groups of CGUs which are
expected to benefit from the synergies of the ssincombination. Subsequent to initial
recognition, goodwill is measured at cost lessargumulated impairment losses.

Internally generated goodwill is not recognizecdasasset.

Self-constructed assets

Expenditure on research activities is recognizethéconsolidated income statement as an
expense as incurred.

Expenditure on activities which cannot be cleaibtidguished from costs attributable to the
development of intangible assets is recognized h@ tonsolidated income statement.
Expenditure on development that was recognizedhllyitas an expense is not recognized
subsequently as part of the cost of an intangitdeta

Intangible assets acquired through business colrtidisa

From 1 January 2004 the cost of identifiable inthleg assets acquired in business
combinations, including research and developmeojepts in progress, is their fair value at
the date of acquisition, provided that this valae celiably be determined. Subsequent costs
related to research and development projects aognized as for self-constructed assets.

Other intangible assets

Other intangible assets are stated at cost, lessmadated amortization and impairment
losses.

Software maintenance costs are expensiet@ased.

Emission rights

The Viscofan Group recognizes emission rights wihenvns them. Rights assigned free of
charge to each plant under each national emisdgtsr assignment plan are initially
measured at market value on the date granted andeaognized as a credit to "Deferred
income" (Note 4.14) on the consolidated statement of financial positi Rights acquired
from third parties are recognized at their acqigigitost.
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VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

These assets are measured using the cost methedclhtyear end they are analyzed for any
indications of impairment of their carrying amounts

These emission rights are eliminated from the state of financial position when they are
sold, delivered, or have expired. Should the riglgsdelivered, they are derecognized from
the provision made when the CO2 emissions takesplac

Emission rights are not amortized. However, anyfed#inces from market value are
provisioned.

(H Useful lives and amortization rates

The Group evaluates whether the useful life of eatangible asset acquired is finite or
indefinite. An intangible asset is considered taeehan indefinite useful life where there is no
foreseeable limit to the period over which it vgnerate net cash inflows.

Intangible assets with finite useful lives are atimed by allocating the depreciable amount
systematically on a straight-line basis over thefuldives of the assets in accordance with
the following criteria:

Estimated useful
life (years)

Concessions, patents and licences 10
Software 5

The depreciable amount of intangible asset itenthdscost of acquisition or deemed cost
less the residual value.

The Group reassesses residual values, useful dindsamortization methods at the end of
each financial year. Changes to initially estaldileriteria are recognized as a change in
accounting estimates.

(4.6) Leases
(@) FEinance leases

The Viscofan Group classifies as finance leasedeale agreements in which the lessor
substantially transfers to the lessee all the reakd rewards incidental to ownership of the
asset. All other leases are classified as operktasgs.

Assets acquired under finance leases are recogag@wn-current assets according to their
nature and purpose. Each asset is depreciatediaetbaver its useful life when the Group
considers there to be no doubt that it will acquvenership of the assets at the end of the
lease term. The assets are recognized at the lufvthe fair value of the leased item and the
present value of future lease payments.

(b) Operating leases
Lease payments under an operating lease, net dheemgtives received are recognized as an

expense on a straight-line basis unless anothézregsic basis is representative of the time
pattern of the user’s benefit.
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VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

(4.7) Financial instruments

The Group classifies its investments in the follogvicategories: financial assets at fair value
through profit and loss, loans and receivableg]-telmaturity investments and available-for-
sale financial assets. Management determines thssifitation of investments at initial
recognition and re-evaluates this designation atyexreporting date.

Conventional purchases and sales of financial assetaccounted for at the trade date, when the
Group undertakes to purchase or sell the asset.

(@) Financial assets at fair value with changes invaiue through profit and loss

These are assets classified as held for tradintpeaGroup expects to obtain gains from their
price fluctuations and they have been recognizedthis category since their initial
recognition.

Assets included in this category are recorded & ¢bnsolidated statement of financial
position at fair value and fluctuations in theitu@are recognized under "Finance costs" and
"Finance revenue," as applicable, on the cons@iatatement of income.

The Viscofan Group classifies derivatives in thategory when they do not meet the
conditions necessary to be recognized as hedgesr dlse requirements of IAS 39 "Financial
Instruments" (Note 4.8).

At December 31, 2010 and 2009 no assets have Hessified in this category on the
consolidated statement of financial position.

(b) Loans

Loans are non-derivative financial assets withdixe determinable payments that are not
quoted in an active market. They are included imesu assets, when maturity is within 12
months of the balance sheet date.

Loans are initially recognized at fair value, irdilig transaction costs incurred and are
subsequently carried at amortized cost using tleetdfe interest method.

(c) Held-to-maturity investments

Held-to-maturity investments are non-derivativeaficial assets with fixed or determinable
payments and fixed maturities that the Group’s rgan@ent has the intention and ability to
hold to maturity and which are recognized at amedicost.

Held-to-maturity investments are initially recogeilzat fair value, including transaction costs
that are directly attributable to the acquisitiowdare subsequently carried at amortized cost
using the effective interest method.

(d) Available-for-sale financial assets

Are all those which do not fall within the abovdegories. These are recognized at their fair
value at year end. Changes in fair value are clhaogecredited to equity until divested or
impaired, at which time the cumulative amount up that date is transferred to the
consolidated income statement.
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Notes to the consolidated financial statements
as at December 31, 2010 and 2009

(e) Impairment and default of financial assets

A financial asset or group of financial assetsnipaired and has generated an impairment
loss if there is objective evidence of impairmesiaresult of an event or events which have
occurred subsequent to initial recognition of teeed, and where the event or events causing
the loss have an impact on the estimated futuré fasvs from the asset or group of
financial assets which can be reliably estimated.

The Group recognizes impairment losses and defanlteans and other receivables and debt
instruments through recognition of a corrective vision for financial assets. When
impairment and default are considered irreversithle,carrying amount is written off against
the amount of the provision. Reversals of impairhiesses are also recognized against the
amount of the provision.

() Derecognition of financial assets

The Group applies the criteria for derecognitioffimdincial assets either to part of a financial
asset or a part of a group of similar financiakéss

Financial assets are derecognized when the rightsceive cash flows from the investment
have matured and the Group has substantially &emesf the risks and rewards of ownership.
In circumstances in which the Group retains thetramtual rights to receive cash flows
financial assets are derecognized only where cctuhobligations over payment of cash to
one or more recipients exist and certain requirasare fulfilled.

On derecognition of a financial asset the diffeechetween its carrying amount and the total
amount received is taken to the income statementoftransaction costs and including the
assets obtained and liabilities assumed and arerréef profit or loss of income or expense
recognized in equity.

(9) FEinancial liabilities

Financial liabilities, including trade and otheryphles, the fluctuations of which are not
charged or credited to the consolidated incomeestant, are initially recognized at fair
value, less, as applicable, directly attributablansaction costs. Subsequent to initial
recognition, the liabilities classified in this egbry are measured at amortized cost using the
effective interest method.

(4.8) Derivatives and hedge accounting

Under the Group's finance policies derivatives may be acquired or held for trading. If any
derivative does not qualify fulfill the requiremertb be considered a hedge it is recognized as
a financial instrument held for trading.

Derivatives are recognized initially at cost. Supusnt to initial recognition derivatives are stated
at fair value. Any gains or losses arising frombsatanges in value are recognized in the
consolidated income statement unless the derivatigebeen designated as a cash flow hedge.

For accounting purposes, hedges are classified as:

. Fair value hedges and hedges of net investmenfdregyn entity: At December 31, 2010

and 2009, as well as throughout both years, theofas Group did not use this type of
hedges.
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Notes to the consolidated financial statements
as at December 31, 2010 and 2009

* Cash flow hedges: when hedging exposure to vaitighit cash flows that is either
attributable to a particular risk associated witteeognized asset or liability or a highly
probable forecast transaction, or to the foreigmency risk in a firm commitment.

When arranging each hedge transaction the ViscGfaup formally documents each transaction
for which hedge accounting will be applied. Thecwwnentation identifies the hedge
instrument, the item hedged, the nature of the tdske hedged and how the effectiveness of
the hedge will be measured. In addition, hedgesssessed on an ongoing basis to determine
that they are highly effective (80%-125%).

Cash flow hedges are recognized as follows:

e Changes in the market value of hedging derivataes recognized, in the case of the
ineffective portion of the hedges in the consobdiaincome statement. Those related to
the effective portion are recognized under “Unmadi gains (loss) reserve” and
“Translation differences” in the consolidated staéat of financial position. The
cumulative gain or loss recognized in these headiizgtransferred to the related
consolidated income statement heading (i.e. thdihgaffected by the hedged item) as it
impacts profit or loss in the year in which thenités sold.

« When hedging of futures transactions gives risa ton-financial asset or non-financial
liability, their amount is taken into account whagtermining the initial carrying amount
of the asset or liability which gives rise to thartsaction hedged.

» When hedging futures transactions gives rise timan€tial asset or liability, this balance
is recognized under “Unrealized gains (loss) reseuntil the risk hedged in relation to
the futures transaction impacts the consolidatedrire statement.

» If the hedged transaction does not give rise tasset or liability, the amounts debited or
credited to “Unrealized gains (loss) reserve” hi tonsolidated statement of financial
position are taken to the consolidated income state in the same period as the hedged
transaction.

* When the hedge is discontinued, the cumulative gailoss recognized in "Unrealized
gains (loss) reserve” is held under this headintg the hedged transaction is carried out,
at which time the gain or loss on the transact®mdjusted by the cumulative gain or
loss. If the forecast transaction is no longer etgxdto occur, the gain or loss previously
recognized in this heading is taken to the conatdid income statement.

All the hedging instruments used by the Viscofamuprin 2010 and 2009 were derivatives not
traded in organized financial markets. Consequenltlgse are measured using assumptions
based on market conditions at year end:

» The fair value of interest rate swaps is measusetha value of the rate swap spreads
discounted to present value at market interest rate

» Exchange rate futures contracts are measured bygutiing to present value future cash
flows based on forward exchange rates at year end.

* The market value of purchase-sale agreements ofinancial items to which IAS 39 is

applicable, is calculated from the best estimatéheffuture price curves of these items
available at year end.
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Notes to the consolidated financial statements
as at December 31, 2010 and 2009

(4.9) Parent treasury shares

Treasury shares acquired by the Group have besemesl separately as a reduction in equity in
the consolidated statement of financial positiorespective of the purpose of their acquisition,
and no gains or losses have been recorded as la oéstansactions carried out with treasury
shares.

The subsequent redemption of treasury shares seisulh decrease in share capital for the par
value of these shares and positive or negativergifices between the acquisition price and the par
value of the shares are debited or credited to iResgwith no recognition in the consolidated
income statement.

The Group also applies the following criteria whatounting for operations with its own equity
instruments:

» Transaction costs related with own equity instrutseincluding issue costs related with
a business combination, are recorded as a redunteguity, once any tax effect has
been considered.

» Dividends are recognized as a reduction in equitgmapproved at the general meeting
of shareholders.

(4.10) Inventories

Inventories comprise non-financial assets whichhatd for sale by the consolidated entities in the
ordinary course of business.

Cost comprises all costs of acquisition, costsamiversion and other costs incurred in bringing the
inventories to their present location and condition

Inventory conversion costs comprise the costs tijraelated with the units produced and a
systematically calculated part of the indirect,iable or fixed costs incurred in the conversion
process. Indirect fixed costs are distributed om lthasis of the higher of normal production
capacity or actual production.

The methods applied by the Group to determine itorgrcosts are as follows:
- Raw materials, other materials consumed and gaode$ale: at weighted average cost.

- Finished and semi-finished products are statedeatjived average cost of raw and other
materials and includes direct and indirect labt&teomanufacturing overheads.

Volume discounts from suppliers are recognized wihés probable that the discount conditions
will be met. Prompt payment discounts are recoghaea reduction in the cost of inventories
acquired.

The cost of inventories is adjusted against puafitoss in cases where cost exceeds net realizable
value. Net realizable value is considered asdheviing:

» Raw materials and other supplies: replacement @d&t:Group only makes adjustments if
the finished products in which the raw materiaks iacorporated are expected to be sold at
a price equivalent to their production cost or lowe

» Goods for resale and finished products: estimaazwice, less selling costs.

e Work in progress: estimated sale price for corredpwy finished products, less the
estimated costs for completion of their productioil selling costs.
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Write-downs and reversals of write-downs are retzeghin the consolidated income statement for
the year. When the circumstances that previoushger the inventories to be written down
below cost no longer exist or when there is cle&tence of an increase in net realizable value
because of changed economic circumstances the ambthe write-down is reversed against
the captions “changes in inventories of finisheddorcts” and “work in progress and
consumption of materials and other supplies”. Wilibevns may be reversed to the limit of the
lower of cost and the new net realizable value.

(4.11) Trade and other receivables

Trade receivables are initially recognized at failue and are subsequently carried at amortized
cost using the effective interest method, lesptgision for impairment losses.

A provision for impairment of trade receivableseitablished when there is objective evidence
that the Group will not be able to collect all amtsudue in accordance with the original terms of
the receivable. The amount of the provision isdliference between the asset’s carrying amount
and the present value of estimated future cashsflaigcounted at the effective interest rate. This
provision is recognized in the consolidated incataement.

(4.12) Cash and cash equivalents

Cash and cash equivalents include cash in handamtbrdeposits with banks, other short-term
highly-liquid investments with original maturities three months or less, providing these are
readily convertible to known amounts of cash.

Bank overdrafts which are recognized as finandabilities on the consolidated statement of
financial position are included as a componentashcand cash equivalents for the purposes of
the statement of cash flows.

The Group recognizes interest and dividends redeared paid under cash flow from operating
activities, financing activities and investments.

(4.13)_Impairment of non-financial assets subjeatepreciation or amortization

The Group periodically evaluates whether thereiadéations of possible impairment losses on
assets other than financial assets, inventoriderrae tax assets and non-current assets held for
sale to determine whether their carrying amountess their recoverable value (impairment
loss). The criteria applied by the Group to veiifypairment of the assets described in this
section is shown in prior sections.

(a) Calculation of recoverable amount

The recoverable amount of assets is the greatieofnet selling value and value in use. An
asset's value in use is calculated based on thectegfuture cash flows deriving from use of
the assets, expectations of possible variatiorthénamount or timing of those future cash
flows, the time value of money, the price for begrihe uncertainty inherent in the asset and
other factors that market participants would reflagoricing the future cash flows the entity
expects to derive from the asset.

Recoverable amounts are calculated for individsakts, unless the asset does not generate
cash inflows that are largely independent from ¢hoarresponding to other assets or groups
of assets. In this case, the recoverable amoudetiesrmined for the cash-generating unit
(CGU) to which the asset belongs.
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Reversals of impairment

Impairment losses are only reversed if there han ke change in the estimates used to
determine the recoverable amount. Impairment loseegodwill are not reversible.

An impairment loss is reversed only to the extéiat the asset’s carrying amount does not
exceed the carrying amount that would have beeerm@ied, net of depreciation or
amortization, if no impairment had been recognized.

The amount of the reversal of the impairment of @UCis allocated to its assets, except
goodwill, pro rata on the basis of the carrying antoof the assets, to the limit referred to in
the previous paragraph.

(4.14)Government grants

Government grants are recognized on the face ofbHiance sheet when there is reasonable
assurance that they will be received and that theu® will comply with the conditions
attached.

(@)

(b)

(©

Capital grants

Government grants in the form of non-monetary @sae¢ recognized at fair value in the
same way, with a debit to deferred income. Theytaresferred to “Other income” in the
consolidated income statement in line with the dejattion of the related asset.

Non-repayable grants related to emission rightsracegnized in the consolidated income
statement as they are used, under "Other incom#fieoconsolidated income statement.

Operating subsidies

Operating subsidies are recognized as “Other intémthe consolidated income statement.
Operating subsidies received as compensation foereses or losses already incurred, or for
the purpose of providing immediate financial suppomrelated with future expenses, are
recognized as “Other income” in the consolidatexime statement.

Interest rate subsidies

Financial liabilities with implicit interest rataubsidies in the form of below-market rates of
interest are initially recognized at fair value.eTHifference between this value, adjusted
where applicable by the costs of issue of the fir@riability and the amount received, is

recorded as an official grant based on the natitieeogrant.

(4.15)Interest-bearing borrowings

Interest-bearing borrowings are recognized initiall fair value, less attributable transaction €ost
Subsequent to initial recognition, interest-beatiogrowings are stated at amortized cost with
any difference between the loan obtained (nettabatable costs) and redemption value being
recognized in the income statement over the pesfatie borrowings on an effective-interest
basis.

The Group derecognizes the whole or part of a firriability when the obligations included in
the contract have been satisfied, cancelled or bapied.
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(4.16)Employee benefits

(a) Liabilities for retirement benefits and other cortments

The Group has assumed commitments with personral ¢bmply with classification
conditions for defined benefit and defined conttitw plans.

(i) Defined benefit plans

Defined benefit plans include those financed byiasce premium payments for which
a legal and implicit obligation exists to settlenwnitments with employees when they
fall due or pay additional amounts in the eventitfmirer does not pay all employee
benefits relating to employee service in the curegw prior periods.

Defined benefit liabilities recognized in the colidated statement of financial position
reflect the present value of defined benefit plahgear end, less the fair value of the
assets related to those benefits.

Defined benefit plan costs are recognized underd@rap benefits in the consolidated
income statement and comprise current service phs¢sthe effect of any reduction or
liquidation of the plan. Interest costs arising du¢he commitment and finance income
earned on plan assets are recognized in finanocen@dgcost).

Actuarial gains and losses are recognized diratiguity as set out in IAS 19.93A.

A description of each of the Group’s defined bengéinsion plans is included in Note
16.1.

Liabilities for retirement benefits and other obliigns correspond to a Group company
in Germany and another in the United States.

(i) Other benefits

The Parent has commitments with its employees &otyeretirement and seniority
bonuses. To cover these commitments the Parentnali#ed these commitments
through insurance policies.

(b) Termination benefits

(©

The Group recognizes benefits for termination watesl to restructuring processes when it is
demonstrably committed to terminating the employmaihcurrent employees before the
normal retirement date. The Group is demonstrabbynmitted to terminating the
employment of current employees when a detaileshdbplan has been prepared and there is
no possibility of withdrawing or changing the déais made.

Indemnities payable in over 12 months are discaliatdénterest rates based on market rates
of quality bonds and debentures.

Short-term employee benefits

Short-term benefits accrued by Group personnelrecerded in line with the employees’
period of service. The amount is recorded as arl@mp benefit expense and as a liability
net of settled amounts. If the contribution alrepdjd exceeds the accrued expense, an asset
is recorded to the extent that it will reduce fetpayments or a cash refund.

The Group recognizes the expected cost of shart-tenefits in the form of accumulated

compensated absences, when the employees rendieegbat increases their entitlement to

future compensated absences, and in the case edaomulating compensated absences,
when the absences occur.
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The Group recognizes the expected cost of profitisg and bonus payments when it has a
present legal or constructive obligation to makehspayments as a result of past events and
a reliable estimate of the obligation can be made.

Equity-settled transactions

The Viscofan Group does not have any share optanmspor any programs which would lead
to equity-settled payments with Board members,asemiecutives or employees.

(4.17) Provisions

(@)

(b)

(©

General criteria

A provision is recognized in the balance sheet when Group has a present legal or
constructive obligation as a result of a past evamd it is probable that an outflow of

economic benefits will be required to settle thégattion, provided a reliable estimate can be
made of the amount of the obligation.

The amounts recognized as a provision in the cafetedd statements of financial position

are the best estimate of the expenditure requioedettle the present obligation at the
consolidated balance sheet date, taking into a¢dbenrisks and uncertainties related with
the provision and, where significant, financialeeff of the discount, provided that the

expenditures required in each period can be rgliatdasured. Provisions are determined by
discounting the expected future cash flows at atgxerate that reflects current market

assessments of the time value of money and, whapeopriate, the risks specific to the

liability.

The financial effect of provisions is recognizedden finance costs in the consolidated
income statement.

Reimbursement rights from third parties are recogphias a separate asset where it is
practically certain that these will be collectedheTincome reimbursed, where applicable, is
recognized in consolidated income statement aslaction in the associated expense and is
limited to the amount of the provision.

If it is no longer probable that an outflow of rasces embodying economic benefits will be
required to settle the obligation, the provisiorrésersed against the consolidated income
statement where the corresponding expense wasdeztoand any excess is recognized as
other income.

Onerous contracts

A provision for onerous contracts is recognized nitee expected benefits to be derived by
the Group from a contract are lower than the urdaldie cost of meeting its obligations
under the contract.

Restructuring expenses

A provision for restructuring is recognized where tBroup has approved a detailed and
formal restructuring plan, and the restructuring gher commenced or has been announced
publicly. Provisions for restructuring only includpayments directly related to the
restructuring which are not associated to contigaictivities of the Group.
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(d) Emission rights provision

Provision is made systematically for expenses edlab the emission of greenhouse gases.
This provision is cancelled once the correspondlieg-of-charge and market-acquired rights
granted by public entities have been transferred.

Provision is made under the assumption that thiekgations will be cancelled:

e Firstly, through emission rights transferred un@emMational Allocation Plan to the
Company’s account in the National Emission RighegiBter, which are then used to
cancel actual emissions in proportion to total ¢ag emissions for the entire period to
which they have been allocated. The expense camelépg to this part of the obligation
is determined based on the book value of the tearesf emission rights.

e Secondly, through the remaining emission rightemed. The expense corresponding to
this part of the obligation is stated at the averagighted cost of the emission rights.

e |If the emission of gases necessitates the acaquisdr production of emission rights
because actual emissions exceed those which camarmelled through the transfer of
emission rights under a National Allocation Plan,tlorough surplus emission rights,
whether acquired or produced, provision is madeHershortfall in rights. The expense
is determined using the best estimate of the ampeoessary to cover the shortfall in
emission rights.

(4.18) Revenue recognition

Revenue comprises the fair value of the consideragceived or receivable for the sale of goods
and services, net of VAT and any other amountsuees which are effectively collected on the
behalf of third parties. Volume or other types &fcbunts for prompt payment are recorded as
a reduction in revenues if considered probableatitne of revenue recognition.

(a) Goods sold

Revenues on the sale of goods are recognized wieeriotlowing conditions have been
satisfied:

* The Group has transferred the significant risks r@wveards of ownership of the goods to
the buyer.

e The Group retains neither continuing manageriablvement to the degree usually
associated with ownership nor effective controlrdhe goods sold;

¢ The amount of revenue and incurred costs or totgried can be measured reliably;

* It is probable that the economic benefits assogiatith the transaction will flow to the
Group; and

* The costs incurred or to be incurred in respeth®transaction can be measured reliably.
(b) Services rendered
When the outcome of a transaction involving thedeging of services can be estimated

reliably revenues associated with the transactienrecognized in the income statement by
reference to the stage of completion of the traimmaat the balance sheet date.
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(4.19) Income tax

Income tax on the profit for the year comprisesenirand deferred tax.

Current tax is the amount of income taxes payableaverable in respect of the taxable profit or
tax loss for the year. Current tax assets or ligdsl are measured for amounts payable to or
recoverable from tax authorities, using tax ratescéed or substantively enacted at the balance
sheet date.

Deferred tax liabilities are the amounts of incotages payable in future periods in respect of
taxable temporary differences, whereas deferredatsets are the amounts of income taxes
recoverable in future periods in respect of detlettemporary differences, the carryforward
of unused tax losses, and the carryforward of whiae credits. Temporary differences are
differences between the carrying amount of an amskability in the balance sheet and its tax
base.

Current and deferred tax is recognized as incomenaxpense and included in profit or loss for
the year except to the extent that the tax ariges & transaction or event which is recognized,

in the same or a different year, directly in equitiyfrom a business combination.

(a) Taxable temporary differences

Taxable temporary differences are recognized inades except where:

Arising from the initial recognition of goodwill can asset or liability in a transaction
which is not a business combination and at the tinthe transaction, affects neither
accounting profit nor taxable profit, or

Associated with investments in subsidiaries oveictvithe Group is able to control the
timing of the reversal of the temporary differeramed it is probable that the timing
difference will reverse in the foreseeable future.

(b) Deductible temporary differences

(©)

Deductible temporary differences are recognizedigeal that:

It is probable that taxable profit will be availatdgainst which the deductible temporary
difference can be utilized, unless the differenggse from the initial recognition of an
asset or liability in a transaction which is nobwasiness combination and at the time of
the transaction, affects neither accounting prafit taxable profit.

The temporary differences are associated with invests in subsidiaries to the extent
that the difference will reverse in the foreseeahiire and taxable profit will be
available against which the temporary difference lea utilized.

Tax planning opportunities are only considered ealwation of the recoverability of
deferred tax assets and if the Group intends tathesse opportunities or it is probable that
they will be used.

Measurement

Deferred tax assets and liabilities are measurdheatax rates that are expected to apply to
the years when the asset is realized or the lighdlisettled, based on tax rates and tax laws
that have been enacted or substantively enactedebalance sheet date and reflecting the
tax consequences that would follow from the mammevhich the Group expects to recover
or settle the carrying amount of its assets oiillias.
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The carrying amounts of deferred tax assets aiewed by the Group at each balance sheet
date to reduce these amounts to the extent tisahi longer probable that sufficient taxable
profit will be available to allow the benefit ofdldeferred tax assets to be utilized.

Deferred tax assets which do not comply with thererhentioned conditions are not
recognized in the consolidated statement of fir@lnpiosition. At year end the Group
reassesses unrecognized deferred tax assets.

(d) Classification and offsetting

The Group only offsets current tax assets andlili@si if it has a legally enforceable right to
set off the recognized amounts and intends eithesettle on a net basis, or to realize the
asset and settle the liability simultaneously.

The Group only offsets tax assets and liabilitidsere it has a legally enforceable right,
where these relate to taxes levied by the samauthority and on the same entity and where
the tax authorities permit the entity to settleaomet basis, or to realize the asset and settle the
liability simultaneously for each of the future yga@n which significant amounts of deferred
tax assets or liabilities are expected to be sktttaecovered.

Deferred tax assets and liabilities are recognmedhe consolidated statement of financial

position under non-current assets or liabilitiesedpective of the date of realization or
settlement.

(4.20) Earnings per share

Basic earnings per share are calculated by dividetgprofit for the year attributable to the parent
by the weighted number of ordinary shares outstanduring that year, excluding the average
number of shares of the Parent, Viscofan, S.A. hgldny of the Group companies.

Diluted earnings per share are calculated by digdiet profit for the year attributable to ordinary
shareholders by the weighted average number oharglishares which would be in issue if all
potential ordinary shares were converted into @dirshares of Viscofan, S.A.

In the case of the Viscofan Group's financial stetsts for the years ended December 31, 2010

and 2009 there is no difference in basic earnirggsspare and diluted earnings per share as
there were no instruments potentially convertible iordinary shares during those years.

(4.21)Classification of assets and liabilities as curerd non-current

The Group classifies assets and liabilities in ¢basolidated statement of financial position as
current or non-current based on the following cidte

» Assets are classified as current when they arectaghe¢o be realized, sold or traded in the
Group’s ordinary course of business within 12 menihthe balance sheet date and when
held essentially for trading. Cash and cash egeintalare also classified as current, except
where they may not be exchanged or used to selitibility, at least within the 12 months
following the balance sheet date.

» Liabilities are classified as current when expediee settled in the Group’s ordinary
course of business within 12 months of the balahest date and when essentially held for
trading, or where the Group does not have an uritondl right to defer settlement of the
liability for at least 12 months from the balantest date.

» Current liabilities such as trade creditors, pengbrexpenses and other operating costs are
classified as current, even if maturing more thamibnths from the balance sheet date.
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» Financial liabilities which must be settled witlire 12 months following the balance sheet
date are classified as current, even if the origimaturity exceeded 12 months and a
refinancing or restructuring agreement for longrtepayments exists which has been
finalized subsequent to the close and before thesalmlated Financial Statements have
been prepared.

(4.22)Environment

The Group takes measures to prevent, reduce oir thpadamage caused to the environment by
its activities.

Costs incurred from these activities are recognizeder “Other operating costs” in the year in
which they are incurred.

Assets used by the Group to minimize the environtedémpact of its activity and protect and
improve the environment, including the reductioretimination of future pollution caused by
the Group’s operations, are recognized in the dateted balance sheet based on the criteria
for recognition, measurement and disclosure det&iléNote 4.4.

(4.23) Non-current assets and disposal groups held fer sal

The Group classifies as “Non-current assets hetdstde” assets whose carrying amount is
expected to be realized through a sale transaatidimer than through continuing use, when the
following criteria are met:

 When they are immediately available for sale inirtlpgesent condition, subject to the
normal terms of sale; and

* When itis highly probable that they will be sold.

Non-current assets held for sale are accountedtftine lower of their carrying amount and fair
value less costs to sell, except deferred tax sisassets arising from employee benefits and
financial assets which do not correspond to investsin group companies, joint ventures and
associates, which are measured according to speciiiteria. These assets are not
depreciated/amortized and, where necessary, thespanding impairment loss is recognized
to ensure that the carrying amount does not exfagedalue less costs to sell.

Disposal groups held for sale are accounted fongusihhe same criteria described above. The
disposal group as a whole is then remeasured #&wes of the carrying amount and fair value
less costs to sell.

Related liabilities are classified as “Liabilitiassociated with non-current assets held for sale.”

At 2010 and 2009 year end the Group had no assdishdities which must be classified in these
categories.

(4.24)Discontinued operations

In the last two years the Group has not discontraredisposed of any business area or significant
geographic area.
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(4.25) Related-party disclosures

Related-party transactions are recognized accorgindpje measurement bases described within
this Note 4. The only transactions with relatedipa are described in Note 26 of "Information
on the Board of Directors of the Parent and KeyuprBersonnel”.

(4.26)Dividends

The interim dividends approved by the Board of Bioes in 2010 and 2009 are included as a
reduction of the Viscofan Group's equity.

(5) Seagment Reporting

IFRS 8: "Operating segments" establishes that anabipg segment is a component of an entity:

a) when it engages in business activities from whichay earn revenues and incur expenses
(including revenues and expenses relating to taiases with other components of the same
entity);

b) when its operating results are regularly reviewgdhe entity's chief operating decision maker
to make decisions about resources to be allocatedet segment and assess its performance,
and

c) for which discrete financial information is availab

Given the characteristics of the Viscofan Grougsviies, its reported segments relate to strategi
business units which are defined by the productsufa&tured and sold.

The Viscofan Group’s operating segments are asviall
* Casings: manufacture and sale of all types ofieiglfcasings for meat products and other uses.

* Preserves: production and marketing of food praduct

The Group also produces and sells electrical enmpugh a cogeneration plant located at its Parent
installations. The Group aims to achieve three ailjjes from the installation of this plant: reduce
energy costs, attain self-sufficiency, and redu€g €missions into the atmosphere. These activities
are not organized as business segments nor doctiestitute segments on which the Group is
obliged to provide disclosures.

Inter-segment pricing is determined on an arm’gtleasis.
The casings segment is managed internationallyopedates basically in three geographic areas; Europ
and Asia, North America and South America. The tage products segment mainly operates in

Europe, chiefly in Spain.

In presenting information on the basis of geogreghtegments, segment revenue, expense, assets and
liabilities are based on the geographical locatibproduction and of assets.

Details of financial information by business andgmphical segments for 2010 and 2009 are included
in Note 20.
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The breakdown and movements in property, plant,eguipment during 2010 and 2009 are as follows:

Translation Translation
1/1/2009 differences  Additions Disposals Transfers 12/31/2009 differences Additions Disposals Transfers 12/31/2010
Revalued cost
Land and buildings 166,860 1,726 3,375 (432) 5,350 176,879 3,155 304 (206) 5,028 185,160
Plant and machinery 437,904 10,582 16,718 (8,613) 17,895 474,486 14,045 15,262 (8,716) 4,857 499,934
Other installations, equipment and furniture 65,565 - 2,232 (873) 3,009 69,933 339 2,970 (563) 4,988 77,667
Other property, plant and equipment 18,707 31 721 (638) 3,284 22,105 668 894 (1,107) 1,023 23,583
Advances and assets under construction
Revalued cost 24,063 1,665 19,121 (332) (30,441) 14,076 795 26,491 (245}19,946) 21,171
713,099 14,004 42,167 (10,888) (903) 757,479 19,002 45,921 (10,837)(4,050) 807,515
Restated accumulated depreciation
Buildings (69,167) (835) (4,203) 253 15 (73,937) (1,004) (7,761) 174 - (82,528)
Plant and machinery (304,682) (7,417) (24,478) 7,872 1,652 (327,053) (7,809) (26,981) 8,329 5,258 (348,256)
Other installations, equipment and (45,441) (34) (4,233) 734 (793) (49,767) (203) (4,385) 496 (2,767) (56,626)
furniture
Other property, plant and equipment (15,787) (73) (1,202) 581 (870) (17,351) (512) (1,098) 1,096 (1,387) (19,252)
(435,077) (8,359) (34,116) 9,440 4 (468,108) (9,528) (40,225) 10,095 1,104 (506,662)
Provisions (82) - (226) 42 - (266) (11) (277) 187 (185) (552)
277,940 5,645 7,825 (1,406) (899)" 289,105 9,463 5,419 (555)(3,131)" 300,301

(*) The amount of net transfers corresponds to @rtyp plant, and equipment (Note 7).
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Details of fully depreciated property, plant andigent in use at 31 December 2010 and 2009 are as

follows:

Thousands of euros

2010 2009
Buildings 22,612 5,894
Plant and machinery 266,817 187,799
Other installations, equipment and furniture 35,389 26,981

Other property, plant and equipment 15,722 8,218

340,540 228,892

The Group’s buildings, plant and equipment werdlpdinanced by government grants of 894 and 242
thousand euros in 2010 and 2009, respectivelyNsee 14).

The Group has contracted various insurance polioiesver the risk of damage to its property, pkamd
equipment. The coverage of these policies is censdisufficient.

Firm commitments to purchase non-current propeant and equipment at year end 2010 and 2009
amounted to 7,420 thousand euros and 3,604 thousaruwb, respectively. 2010 commitments
basically relate to the expansion of the producpéants in both Weinheim (Germany) and Caseda

(Spain); 2009 commitments are mainly related to ¢bastruction of a warehouse in China for
Viscofan Technology (Suzhou) Co. Ltd. recognizeat gear.

The Group did not have any investment propertyhat énd of 2010 and 2009. The Group did not
capitalize any borrowing costs in 2010 and 2009.

Finance leases
The Group has buildings and other items contragtetér finance leases, as follows:

Thousands of euros

Cost Depreciation
At 1 January 2009 1,505 (483)
Depreciation - (73)
At 31 December 2009 1,505 (556)
Depreciation 39 (430)
At 31 December 2010 1,544 (986)

The main item included under "Property, plant andigment" is a warehouse corresponding to the
vegetable preserves division. The lease agreemeatdted March 8, 1999, has a duration of 180
months and the purchase option is 360 thousand.euro
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Details of minimum payments and current financeddgabilities, by maturity date, are as follows:

Thousands of euros

2010 2009
Minimum Minimum
payments payments
(note 15) Interest (note 15) Interest
Upto 1 year 148 19 111 33
Between 1 and 5 years 636 31 655 89
Total 784 50 766 122

Operating leases

The Group leases various warehouses and other P& in various countries. The future minimum
payments for these operating leases at year erabdodlows:

Thousands of euros

2010 2009
Up to 1 year 852 261
Between 1 and 5 years 2,881 1,044
More than 5 years 3,548 3,654
7,281 4,959

Nevertheless, the only lease agreement which ergmjhificant future minimum payments relates $o it
headquarters in Tajonar (Navarra), signed in Deezr@b09 and in effect until December 15, 2028.

The lease may be extended when both parties agréestin writing at least six months before it
expires.

Impairment test

In 2010 no impairment tests were conducted, asfathie Group's cash-generating units are performing
well. In recent years, the Group performed tesitssasubsidiary Koteks Viscofan, d.o.o., which had
been accumulating losses in prior years. Investnemide as well as measures implemented in
recent years have helped it reap a profit, howelWerecasts regarding its future are much more

positive than those resulting from the last testied out the year before, and therefore, it wals no
considered necessary to perform another this year.
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(7 Other Intangible Assets

The breakdown and movements in other intangibletagkiring 2010 and 2009 are as follows:

Translation Translation

1/1/2009 differences Additions Disposals Transfers 12/31/2009 differences Additions Disposals  Transfers  12/31/2010

Cost
Technology and contracts 6,822 (232) - - - 6,590 6 56 - - (7,156) -
Software 11,330 158 1,490 (12) 1,299 14,265 333 949 - 4,304 19,851
Concessions, patents and licenses 5,933 3 2,678 - 96 6 9,310 198 20 - 5,668 15,196
Issue rights 1,824 - 2,539 (1,668) - 2,695 - 3,409  (2,433) (152) 3,519
Prepayments 1,155 - 92 - (1,093) 154 7 500 - (111) 550
27,064 (71) 6,799 (1,680) 902 33,014 1,104 4,878 430 2,553 39,116
Accumulated amortization
Technology and contracts (2,447) 102 (568) - - 12)9 (250) - - 3,163 -
Software (8,231) (83) (801) 12 - (9,103) (167) (111474 - (664) (11,641)
Concessions, patents and licenses (4,410) 7 (2,250) - (3) (6,656) (155) (1,825) - (1,921) (10,557)
(15,088) 26 (3,619) 12 (3) (18,672) (572) (3,532) - 578 (22,198)
11,976 (45) 3,180 (1,668) 899 14,342 532 1,346 (2,433) 3,181 16,918
O Transfers recognized under “Intangible assets” were made from “Property, plant and equipment”.
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In 2010 the Group received free emission rightsvadent to 430,722 tons (2009: 206,370 tons) as per
the 2008-2012 National Allocation Plan approvedmyal Decree 1370/2006. The Group consumed
358,116 tons in 2010 and 163,026 tons of emissgrig in 2009.

Details of the cost of fully amortized intangiblesats in use at 31 December 2010 and 2009 are as

follows:
Thousands of euros
2010 2009
Software 9,649 5,115
Concessions, patents and licences 5,119 1,360
14,768 6,475

(8) Investments in associates and Other Financial Assetinder Current and Non-current Assets

The breakdown of these headings is as follows:

(Thousands of euros)

2010 2009

Investments in associates 1,565 1,333
Total 1,565 1,333
Non-current assets - Other financial assets
Held-to-maturity investments 1,111 445
Loans and receivables - 20
Available-for-sale financial assets 67 42

1,178 507
Total, non-current 2,743 1,840
Loans and receivables 24 442
Held-to-maturity investments 3,066 -
Financial assets at fair value from hedging tratisas (Note 17)

3,640 2,558
Total, current 6,730 3,000

Investments in associates

The Group owns 50% of Lingbao Baolihao Food. Thimpany is domiciled in Lingbao (China) and
produces asparagus. In 2009 capital was increage®6l thousand euros, which entailed a
contribution of 284 thousand euros by the Groupaimmence activity.
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The movement in the carrying amount of this investtiin an associate is as follows:

Thousands of euros

2010 2009
Ligbhao Baolihao Foad
Balance at January 1 1,333 998
Increase in investment - 284
Profit for the year 77 a7)
Translation differences 155 68
Balance at December 31 1,565 1,333

The following table provides all the significanbdincial information regarding this investment:

Thousands of euros

2010 2009
Current assets 426 1,048
Non-current assets 3,028 2,812
Current liabilities (356) (1,194)
Net assets 3,098 2,666
Ordinary revenues 7,402 2,872
Operating profit (EBIT) 315 6
Profit for the year 154 (34)

Details of current and non-current financial asbels in foreign currencies are shown in Note 18.

Lingbao Baolihao Food's total ordinary income cspands to the sale of asparagus to Industrias
Alimentarias de Navarra, S.A.U., and is therefopesidered Group purchases. In 2010 and 2009,
payables to this company amounted to 147 and Os#mambieuros, respectively. No other transactions
took place with this subsidiary, and it has no othéstanding receivables and payables.
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Income tax

Details of deferred tax assets and liabilitiestype, are as follows:

Thousands of euros

Assets Liabilities Net
2010 2009 2010 2009 2010 2009
Temporary differences
Non-current assets 235 136 27,991 23,970 (BY,75 (23,834)
Current assets 4,885 2,192 2,514 525 2,371 71,66
Non-current liabilities 4,594 2,547 - 498 4,594 2,049
Current liabilities 3,410 551 4 259 3,406 292
13,124 5,426 30,509 25,252 (17,385) (19,826)
Other borrowings
Tax credits for loss
carryforwards 1,068 1,169 - - 1,068 1,169
Unused tax credits 267 1,456 - - 267 1,456
1,335 2,625 - - 1,335 2,625
14,459 8,051 30,509 25,252 (16,050) (17,201)

Non-current deferred tax liabilities for the yeargled December 31, 2010 and 2009 mainly relatieeto t
application of different amortization rates by e@ént Group subsidiaries than those used for tax
purposes. Also included is the tax effect of netatized gains on assets acquired in several kassine
combinations that still exist at the balance skieés.

The deferred tax assets on current assets areathpgienerated by provisions in respect of inveietor
which are not tax deductible in certain countrieShe tax effect of eliminating the margin on
inventory stock acquired between Group companiéigasvise included. Finally, this also includes
temporary differences which arise in certain caestrbasically the US, as a result of applying
different measurement bases for stock bought freau@companies.

Deferred tax assets on non-current deferred téitias relate mainly to provisions at differentdsip

companies that will be used for tax purposes wheplied. A large number of the provisions
described in Note 16 have led to adjustments iragsessment basis in the different countries.
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The breakdown of changes during the year in rezeghdeferred tax assets and liabilities arisingnfro
temporary differences recognized as income tax resggéincome) on the consolidated statement of
recognized income and expenses and as “Other incantk expenses” on the consolidated
comprehensive income statement is as follows:

Thousands of euros

2010 2009
Consolidated income statement
Non-current assets 3,184 (2,900)
Current assets (1,164) 3,269
Non-current liabilities (1,076) 3,697
Current liabilities (3,114) (367)
(2,170) 3,699
"Other comprehensive income" on the consolidated
statement of comprehensive income
Non-current assets 737 (404)
Current assets 460 213
Non-current liabilities (1,470) (1,150)
Current liabilities 1 558
(272) (783)
Total changes in taxes and deferred tax liabilitias to
temporary differences (2,442) 2,916

The breakdown of deferred taxes charged directlgirsg “Other comprehensive income" on the
consolidated income statement is as follows:
Thousands of euros

2010 2009
Actuarial gains (losses) on pension plans
United States (694) (433)
Germany (776) (505)
Unrealized gains (losses ) on cash flow hedges 460 539
Changes due to translation differences 738 (384)
(272) (783)

The major components of income tax expense foyéaes ended December 31, 2010 and 2009 are as

follows:
Thousands of euros
2010 2009
Current income tax
Income tax expense for the year 25,247 17,407
25,247 17,407
Deferred income tax
Change in deductions pending application 1,189 773
Change in unused tax credits 101 (176)
Origination and reversal of temporary differences 2,170) 3,699
(880) 4,296
24,367 21,703

38



VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
as at December 31, 2010 and 2009

A reconciliation between tax expense (income) drel groduct of profit before tax multiplied by thextrate
prevailing in Spain at December 31, is as follows:
Thousands of euros

2010 2009
Profit before tax for the year 105,713 85,962
30% tax rate 31,714 25,788
Effect of application of tax rates in each country a7 1,038
Deductions generated in 2010 (6,528) (5,422)
Impact of permanent differences (802) 299
24,367 21,703

At December 31, 2010 the breakdown of unused tag tarryforwards from the Serbian subsidiary,
Koteks Viscofan, d.o.o., is as follows:

Arising in Last year for utilization Thousandseafros
2006 and earlier 2013 4,151
2007 2017 2,110
2008 2018 2,661
2009 2019 1,758
10,680

Income tax payable was calculated as follows:

Thousands of euros

2010 2009
Current tax 25,247 17,407
Withholdings and payments on account (23,772) 8d0),
1,475 540

The Group has estimated the taxable profit it etgotx obtain in the coming years at Koteks Viscpfan
d.o.o. and has analyzed the reversal of taxablpdeany differences, identifying those that revarse
years in which they can be used. Based on thatysis, the Group recognized deferred tax assets
amounting to 1,068 thousand euros in respect ofldag carryforwards still to be offset, as it
considers probable that sufficient future taxabtefip will be generated to offset this amount,
applying the prevailing tax rate of 10% in Sert#a@9: 1,169 thousand euros ).

In addition the Group has recognized 267 thousamdsein deductions still pending application: (31
December 2009: 1,456 thousand euros) corresponidinthe parent Viscofan, S.A. All were
generated in 2010, and are applicable for a 10{yeaod.

The Group has tax incentives of 7.1 million eurnsthe Czech Republic. (December 31, 2009: 8.3
million euros). These amounts have not yet begpeicted nor have they been recognized, as doubts
remain as to their recoverability, due to the utaiety regarding certain interpretations of theatot
compliance with formal requirements which mighteafftheir recoverability.

In accordance with current legislation, taxes ca&nm® considered definitive until they have been
inspected and agreed by the tax authorities orrbdfe inspection period of four years has elapsed.
At 31 December 2010 the Parent and subsidiarieSpain have open to inspection by the tax
authorities all applicable taxes to which they Bable and for which the corresponding inspection
periods have yet to expire. The situation of foneg@mpanies depends on the legislation prevailing
in each country.
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Due to the different possible interpretations oévailing legislation, additional liabilities coulde
identified in the event of inspection. Nonetheld3arent management considers that any additional
liabilities that might arise would not have a sfgrEint impact on these consolidated financial
statements.

(10) Inventories
Details of inventories at 31 December 2010 and 20@%s follows:

Thousands of euros

2010 2009
Goods for resale 35,725 32,612
Raw materials and other supplies 53,215 40,593
Semi-finished products 23,347 25,497
Finished products 46,029 51,343
Prepayments to suppliers 942 -
159,258 150,045

At 31 December 2010 and 2009 there are no invergasith a reimbursement period greater than 12
months from the consolidated statement of finarpisition.

Group companies have contracted various insuraalbieigs to cover the risk of damage to inventories.
The coverage of these policies is considered seffic

(11) Trade and other receivables

Details at 31 December 2010 and 2009 are as follows

Thousands of euros

2010 2009
Trade receivables 116,591 107,154
Other receivables 4,765 7,377
Advances to employees 146 148
Public entities 9,943 10,690
Others - 143
Provisions for bad debts (2,177) (1,716)

129,268 123,796

At December 31, 2010 and 2009, the age of accoangivable on sales by maturity is as follows:

Thousands of euros

Total Not due < 30 days 30-60 days 60-90 days > 90 days
2010 116,591 101,918 10,505 1,973 647 1,548
2009 107,154 89,739 13,797 1,781 486 1,351

All the provisions for bad debts relate to debtwhdn the last two columns of the above table.
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(12) Cash and cash equivalents

Cash and cash equivalents at 31 December 2010 @88 2omprise cash balances with Group

companies and banks. The Group does not have bamkrafts at these dates and all balances are
freely distributable.

The Group had bank deposits amounting to 8,38 1stmmlieuros at year end 2010. They all mature prior
to March 31, 2011, and earn 2.8% interest.
(13) Equity
(13.1) Share capital

Movements in shares in circulation during 2010 2009 were as follows:

Shares Thousands of euros
2010 2009 2010 2009
At 1 January 46,603,682 46,734,879 13,981 14,020
Capital decrease - (131,197) - (39)
At 31 December 46,603,682 46,603,682 13,981 813,9

The capital reduction during 2009 was carried brauigh the cancellation of treasury shares.

At 31 December 2010 the share capital of the Paser@presented b46,603,68%bearer shares of

euros 0.30 par value each, subscribed and fully. gdi shares have the same voting and profit
sharing rights, except own shares.

All of the Parent's shares are listed on the @fiStock Exchanges of Madrid, Barcelona and

Bilbao under the automatic quotation system (camtirs market). All shares are freely
distributable.

At December 31, 2010 and 2009, the Parent is awdhréhe following shareholders with
shareholdings greater than 3%:

Entity %
2010 2009
Marathon Asset Management, LLP 5.019 5.019
Onchena, S.L. 5.077 5.077
Blackrock Inc. 3.140 -
BNP Paribas, S.A. 3.083 -

Capital management

The primary objective of the Viscofan Group’s capimanagement is to safeguard its capital
ratios to ensure the continuity of its business madtimize performance.

To maintain or adjust the capital structure, theoupr may adjust the dividend payment to
shareholders, return capital to shareholders, &sereapital or cancel treasury shares.
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The Group monitors capital by analyzing trendstsngearing ratio, in line with common practice
in Spain. This ratio is calculated as net finandit divided by total equity. Net financial debt
includes total borrowings in the consolidated Foiah Statements less cash and cash
equivalents, and excluding current financial assets

The Viscofan Group's primary objective is to maimta healthy capital position. The gearing
ratios at December 31, 2010 and 2009 were as fellow

Thousands of euros

2010 2009

Net financial debt

Borrowings and finance leases (Note 15) 131,700 124,732

Cash and cash equivalents (57,301) (25,763)

Other financial assets (Note 8) (6,730) (3,000)

Total financial debt 67,669 95,969
Equity

Total equity 406,369 345,207

Gearing ratio 0,17 0.28

(13.2) Share premium

The revised text of the Spanish Capital Companiw bxpressly permits companies to use the
balance of the share premium account to increasgat@and does not place any limit on the
amount of the balance which may be used for thipqse.

In 2010 and 2009, a portion of the share premiurm returned to shareholders, for a total amount
of 16,638 and 13,515 thousand euros, respectively.

(13.3) Reserves

The breakdown and movements of reserves are asvill

Thousands of euros

Retained

Legal Revaluation Merger earnings and

reserve reserves reserve  other reserves Total
Balance at January 1, 2009 2,935 8,988 119 216,999 229,041
Capital decreases - - - (1,660) (1,660)
Actuarial gains (losses) - - - (1,913) (1,913)
Transfers - (83) - 83 -
Appropriation of 2008 results - - - 41,851 41,851
Balance at December 31, 2009 2,935 8,905 119 255,36 267,319
Actuarial gains (losses) - - - (7,410) (7,410)
Transfers - (235) - 235 -
Appropriation of 2009 results - - - 52,141 52,141
Balance at December 31, 2010 2,935 8,670 119 300,32 312,050
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(@) Legal reserve

Companies registered in Spain are obliged to teank®% of the profits for the year to a

legal reserve until such reserve reaches an amegual to 20% of the share capital,

according to the Capital Companies Law. This resenay only be used to offset losses if no
other reserves are available. At 31 December 201802809 the Parent had appropriated to
this reserve the minimum amount required by law.

(b)  Revaluation reserve Navarra Regional Law 23/1996

As permitted by legislation prevailing at that tiniie 1996 the Parent revalued its property,
plant and equipment by 9,282,000 euros. The regutévaluation reserve, which comprises
the revaluation of items of property, plant andipment, net of a 3% tax charge, amounts to
9,003,000 euros.

During 1999 this revaluation was inspected by e a@uthorities and, accordingly, can be
applied, free of tax, to:

» Offset prior years’ losses.
* Increase share capital.

* Increase distributable reserves after 31 Decemb86 20 the extent that gains have
been realized, that is, when the related assets haen depreciated, disposed of or
otherwise written off.

(13.4) Unrealized gains (losses) reserve

Movements in the years ended December 31, 201Q@0@l were as follows:

Thousands of euros

Interest Exchange Raw
rate rate material

swaps insurance  derivatives Total
Balance at January 01, 2009 - (38) - (38)
Changes in market value (55) (43) 886 788
Taken to profit and loss - 38 - 38
Balance at December 31, 2009 (55) (43) 886 788
Changes in market value (45) 488 1,454 1,897
Taken to profit and loss 3 43 (454) (408)
Balance at December 31, 2010 (97) 488 1,886 2,277
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(13.5) Movement in treasury shares
No transactions with treasury shares were carnigda2010.

The movement in treasury shares during 2009 wédllas/s:

2009
Number of Thousands
shares of euros
Balance at 1 January 131,197 1,699
Acquisitions - -
Cancellation (131,197) (1,699)

Balance at 31 December - -

The shareholders at their Ordinary General Meetinglune 1, 2010 agreed to renew, up to a
maximum of 18 months, the authorization grantedht Board of Directors to buy and sell
Company shares on the stock market at the quotee @n the day of the transaction, up to the
legal maximum number of shares permitted by Articteof the revised text of the Spanish
Corporation Laws (in compliance with Article 146 tife revised text of Spanish Capital
Companies Law) and related provisions, at a mininmominal value price and a maximum
which is 125 times the nominal value.

(13.6)Distribution of Dividends

Parent profits for the year ended 31 December 28@fe distributed, as approved by the
shareholders at their annual general meeting heltl dune 2010, as follows:

Thousands of

euros
Dividends 12,117
Voluntary reserves 27,179
Distributable profits attributable to the parent , 255

The proposed distribution of dividends is equivaleneuros 0.260 per share for all the shares
comprising share capital,

Part of the balance of the share premium accoustretrned (0.357 euros per share), a total of
16,638 thousand euros, which was paid to the shltets on June 23, 2010.

Details of the distribution of the Parent’s 2010idénds proposed by the directors of the Parent,
pending approval at the shareholders’ general mgedire as follows:

Thousands of

euros
Interim dividend 13.981
Final dividend 9,507
Other reserves 39,491
Distributable profits 62,979
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On November 25, 2010, based on projected profitHeryear, the Board of Directors approved an
This
dividend was paid on December 22, 2010. The amaofinthe dividend is less than the
maximum limit permitted by prevailing legislatiom aistributable profit after the previous

interim dividend for 2010 of 13,981 thousand euregual to 0.30 euros per share.

year end.

The statement required by current legislation arepared by the Parent's Board of Directors in
respect of the distribution of the interim dividefadt 2010, which takes into account treasury

shares, is as follows:

(Thousands of euros)

I. Balance at November 25, 2010 45,626
Il. Cash flows from/(used in) operating activities
- Trade and other receivables 137,306
- Other income 530
- Payments to suppliers and other payables (86,350)
- Payments to employees (29,173)
- Interest expense (732)
- Other payments (1,000)
20,581
Ill. Cash flows from/(used in) investing activities
- Dividends received 45,000
- Purchases of property, plant and equipment (2,60
23,400
IV. Cash flows from/(used in) financing activities
- Proceeds from non-current borrowings (6,068)
- Dividends paid (36,351)
(42,419)
V. Balance at November 25, 2011 47,188
(14) Deferred Income
Movement in deferred income during 2010 and 2009 agfollows:
Thousands of euros
Currency
translation Taken to

01.01.09 Additions differences  Additions income 31.12.10
Capital grants 3,111 242 2,896 @) 894 (469) 3,318
Grants for emission rights of
greenhouse gases - 2,539 3,407 (2,441) 1,068
3,111 2,781 (3) 4,301 (2,910) 4,386
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Details of capital grants in 2010 and 2009 areoHiew’s:

Thousands of euros

Granting entity 2010 2009
Navarra regional government 1,174 1,151
FEOGA 1,137 1,210
Ministry of Science and Technology 61 466
Spanish Autonomous Communities 379 69
International organizations 567 -
3,318 2,896

(15) Current and Non-Current Financial Liabilities Trade and other payables

a) Current and non-current financial liabilities

The breakdown of current and non-current finani@alilities is as follows:

Thousands of euros

2010 2009

Non-current

Borrowings 32,292 45,586

Finance lease liabilities (Note 6) 636 655

Other financial liabilities 5,842 5,007
Total non-current 38,770 51,248
Current

Borrowings 84,043 69,931

Finance lease liabilities (Note 6) 148 111

Financial assets at fair value from hedging tratisas (Note 17) 405 533

Other financial liabilities 8,334 2,909
Total current 92,930 73,484

Details of the carrying amount of financial liabés in foreign currency, their classification byturity
and effective interest rates are shown in NoteLd&ns and other borrowing facilities accrue interes
at variable market rates, generally linked to Eariand Libor plus a 0.5 - 1.5 point market spread.

At 31 December 2010 the Group has a limit on itsrdwing facilities and discount lines of euros
114,787 thousand (euros 122,788 thousand in 2008&hich euros 60,375 thousand has been drawn
down at 31 December 2010 (euros 47,287 thousadddf).

Current and non-current "Other financial liabilgieincludes mainly loans with subsidized interedes
from entities such as the Navarra government, CRm¢d the Ministry of Science and Technology.
The Group recognizes the implicit interest on thes@s using market interest rates. Current - Other
financial liabilities includes 3,148 thousand eumsresponding to the amount owed to PP&E
suppliers.

The loans received do not contain covenants wlifiaigt met, could lead to the early repayment & th
debt, apart from those from the CDTI, which is sabjto utilizing the entirety of the amount loaned
by the receiver, as well as total compliance wliid project receiving assistance under the condition
foreseen in the corresponding contract.
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b) Current and non-current financial liabilities

The breakdown of "Trade and other payables" i®bmvws:

Thousands of euros

Trade payables
Amounts owed for services received

Other current liabilities
Remuneration pending payment
Payable to Public Administrations
Accruals

2010 2009
42,815 36,910
18,001 18,854
60,816 55,764

8,237 7,039

10,366 9,389

68 -
18,671 16,428

(16) Current and Non-Current Provisions

Details at 31 December 2010 and 2009 are as follows

Thousands of euros

2010 2009
Non- Current
Provisions for employee benefits
Defined benefit 25,217 35,559
Provisions for other litigation 1,195 1,294
Others 1,194 360
Total non-current 27,606 37,213
Current
Restructuring provision 2,115 2,835
Guarantees / Refunds 541 710
Safety in the workplace provision 2,396 1,873
Emission rights 2,448 2,432
Others 139 5
Total current 7,639 7,855
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(16.1)_Provisions for defined benefit plans

The Group made contributions to nine defined bémmdins, six in the US and three in Germany

through its subsidiaries, Viscofan USA Inc and MatGmbh & Co KG.

The net commitment related to pension plans inUBes as follows:

Thousands of euros

2010 2009
Pension for Hourly Employeé® 4,012 4,888
Salaried Employees Pension Pfdn 1,291 1,129
Pension for Hourly Employees Service Cefiter 189 220
Non qualified pension plari8 1,633 1,480
7,125 7,717

@

®

4)

Life pension for employees and ex-employees of0haville plant (of the absorbed company, Teepak
USA), has 593 beneficiaries (599 in prior year)rently in force there is no expense for unrecognized past
service.

Life pension with 247 participants (248 in 200%eivise from the absorbed company, Teepak USA. This
plan was frozen in September 2005. There are necagnized costs for past services and the onlyg cost
recognized in the income statement relate to fieaosts arising from the commitment and from exqaect
income from the plan assets.

Although not officially frozen this plan has notdpein force since 2006 given that it applied to pede
USA’'s NQC Service Center which was closed that .ygar2010 and 2009 there were a total of 165
beneficiaries including retired employees and epleyees. As with the above plan there are no
unrecognized costs for past services.

Three different pension plans are included, witbtal of eight beneficiaries who receive a monthgome

for life and who are all ex-senior management @& #ubsidiary. These plans have no assets nor
unrecognized costs for past services, hence tlyecost recognized in the income statement is thenfie
cost of the commitment.

Of the three plans in Germany, one consists ofplifasion provision to employees upon retirement,

another current employees’ right to seniority basugnd the third is the legal obligation

established under the German Chemical Industryr lalgpeement, whereby a company must
offer semi-retirement to 5% of its employees orchié@g 60 and assume part of the cost of their
pension.

In 2010, Naturin Viscofan, GmbH paid 14,743 thowsaunros to a life insurance company. This

contribution was used for the acquisition of thesess linked to the aforementioned plan.
Specifically, with this plan, assets were acquie@dover current obligations with the retirees it
covered under the age of 80 (640 employees). Theeamgnt does not imply cutting back or
canceling the policy, as the obligation ultimatidyg with Naturin Viscofan GmbH. Nonetheless,
due to the plan's characteristics, the value oétasand liabilities remains unchanged for its
duration, and thus the related assets and liasilitiet each other, rendering the current value of
the obligation nil.

The difference between the amount paid and thegalidin prior to signing the contract was

considered an actuarial loss, and was recognizedtlyi in equity, in keeping with the accounting
treatment of the remaining actuarial gains ancess
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The commitment related to each of the above pkas follows:

Thousands of euros

2010 2009
Life pension 11,343 19,625
Seniority bonuses 2,352 2,411
Semi-retirement 4,397 5,435
18,092 27,471

The number of beneficiaries of each plan is agvait

2010 2009
Retired and Retired and
Employees ex-employees Employees ex-employees
Life pension 601 1,094 622 1,153
Seniority bonuses 601 - 622 -
Semi-retirement 59 - 72 -

The following table summarizes the components efribt benefit expense recognized in the 2010
and 2009 income statements for the pension planspethose classified as “Non-qualified”:

Thousands of euros

United
Net benefit expense 2010 States Germany Total
Current service cost 220 1,021 1,241
Interest cost 2,070 1,287 3,357
Expected return on plan assets (2,263) - (2,263)
Recognized expense (net income) 27 2,308 2,335
United
Net benefit expense 2009 States Germany Total
Current service cost 236 1,077 1,313
Interest cost 2,071 1,406 3,477
Expected return on plan assets (1,950) - (1,950)
Recognized expense (net income) 357 2,483 2,840

The “non-qualified” plans bore interest costs 08 tiousand euros in 2009 and 92 thousand euros in
2010. There are no costs for current serviced #ge plans are linked to former employees of the
US subsidiary.
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The following table presents the funded status @andunts recognized in the balance sheet for the
respective plans:

Thousands of euros

United
Benefit asset/(liability) 2010 States Germany Total
Present value of the obligation (38,747) (32,834) 71,%81)
Present value of plan assets 33,255 14,742 47,997
(5,492) (18,092) (23,584)
“Non-qualified” plans (1,633) - (1,633)
Liability recognized in the consolidated statement
of financial position (7,125) (18,092) (25,217)
United
Benefit asset/(liability) 2009 States Germany Total
Present value of the obligation (33,698) (27,471) 61,169)
Present value of plan assets 27,460 - 27,460
(6,238) (27,471) (33,709)
“Non-qualified” plans (1,479) - (1,479)
Others - - (371)
Liability recognized in the consolidated statement
of financial position (7,717) (27,471) (33,559)
Changes in the present value of the obligationaafellows:
Thousands of euros
United
States Germany Total
Obligation at January 1, 2009 32,637 25,327 57,964
Current service cost 236 1,078 1,314
Interest cost 2,071 1,406 3,477
Benefits paid (2,381) (1,879) (4,260)
Actuarial (gains)/losses 2,316 1,539 3,855
Translation differences (1,181) - (1,181)
Obligation at December 31, 2009 33,698 27,471 ®1,16
Current service cost 220 1,021 1,241
Interest cost 2,070 1,287 3,357
Benefits paid (2,584) (3,948) (6,532)
Actuarial (gains)/losses 2,727 7,003 9,730
Translation differences 2,616 - 2,616
Obligation at December 31, 2010 38,747 32,834 71,581

(*) Includes 4,418 thousand euros related to draonsigned for the acquisition of an assets fdarretirees
under the age of 80.
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The changes in the fair value of plan assets itvare as follows:

Thousands of

euros
Fair value of plan assets at January 1, 2009 26,363
Return on plan assets 2,829
Contribution by the Company 1,611
Benefits paid (2,381)
Translation differences (962)
Fair value of plan assets at December 31, 2009 607,4
Actual return on plan assets 3,192
Contribution by the Company 3,067
Benefits paid (2,584)
Translation differences 2,120
Fair value of plan assets at December 31, 2010 533,2

The Group expects to contribute 2,316 thousandseoreligible assets of pension plans in the US in
2011.

The percentage weight of plan assets by categ@91f and 2009 is similar, as follows:

Monetary assets 0-5%
Equities 28-38%
Fixed-income investments 62-72%

The principal actuarial assumptions used are sl

United States 2010 2009
Annual discount rate 5% 5.75%
Expected rate of return on assets 7.5% 7.5%
Expected rate of salary increases 2.5% 2.5%
Germany

Annual discount rate 5.15% 5.25%
Expected rate of salary increases 2% 2%
Expected age of retirement for employees 60-65 6%0-

The mortality tables used to quantify the defineddiit obligation was as follows:
Germany: Richttafeln 2005 G
United States: RP 2000 Annultant
The Group has three pension plans in the US dedsib “Non-qualified,” whose main feature is the
different consideration for tax purposes. Benefiegmof these plans are retired former managers
who receive life-long income. Beneficiaries of thgdans were paid 220 thousand euros in 2010

(2009: 153 thousand euros). The actuarial assungptised in these plans are the same as those for
the other plans in the US. None of these plansissets.
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(16.2)Provisions for other litigation

Movement at 31 December 2010 and 2009 is as follows

Thousands of euros

2010 2009
Balance at 1 January 1,294 1,520
Translation differences 133 457
Allowances - 20
Applications (232) (703)
Balance at 31 December 1,195 1,294

The provision for other litigation mainly coversaichs brought against the Brazilian subsidiary by
the Brazilian tax authorities and certain compampleyees. These claims are expected to be
resolved after 2011. According to the directorsinign and corresponding legal assessment,
the result of this litigation is not expected tdfeli significantly from the amounts provided for
at 31 December 2010.

(16.3) Restructuring provision

The movement in this heading at December 31, 20809 is as follows:

Thousands of euros

2010 2009
Balance at 1 January 2,835 563
Charge 327 2,742
Utilized (payments made) (1,047) (470)
Balance at 31 December 2,115 2,835

In line with Group policy to reduce costs, in 20@8d 2010 decisions were focused on
restructuring certain activities to improve effioty in certain production processes. These
decisions led to the elimination of employee possi in certain of the subsidiaries.
Consequently, most of the provision set aside ihO2felates to termination benefits for 20
employees of the Group's subsidiary in GermanythadCzech Republic; these redundancies
took place as a result of moving collagen productio Serbia, beginning in 2010 and
finalizing sometime in 2011.

The majority of the assets affected by this restmireg have been transferred to Serbia, while the
items which either due to their nature or for otheasons were not transferred have been
derecognized or written down to their recoveralbieoant, with little or no effect on the
income statement. These transactions are not aresidliscontinued operations.

(16.4) Provision for guarantees / refunds

This provision is mainly related to sales in Eurolp estimate is based on the Group's historical
information.
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(16.5) Safety in the workplace provision

The safety in the workplace provision covers claibreught against the Group by certain
employees, most of whom are based in the US, telatevorkplace accidents. These claims
did not arise as a result of a specific incident, &re customary practice in many companies.
These claims should be resolved in 2011. Basedoomersations with its legal counsel, the
Company’s directors consider that the result ok¢héitigations will not differ significantly
from the amounts provisioned during 2010.

(16.6) Emission rights provision

Gas emission expenses were 2,448 thousand eu264 (2009: 2,432 thousand euros).

The criterion for estimating these expenses cansiSt market price valuation of the Company’s
emission rights in 2010.

(16.7)_Contingent assets and liabilities

At year end there were tax and labor-related Iggateedings underway against the Brazilian
subsidiary amounting to 9.2 million euros (2009 Hiillion euros). As stated in Note 16.2, at
December 31, 2010 a provision of 1.2 million euvess set aside (December 31, 2009:; 1.3
million euros). None of the unresolved litigatianfor significant amounts. All the litigation
cases which have not been recognized as liabilitiexases which the Group’s legal advisor in
Brazil classifies as an improbable risk or aredorounts which, if settled, cannot be quantified
at the present date. Historical experience indicdt@t the probable amount resulting from
these claims is less than 5%.

At year end, ongoing commercial claims amount forillion euros. At year end 2010, there was
a provision amounting to 0.5 million euros (2009nilion euros). This amount corresponds to
the probable risk calculated by the Group's legaifrt. The risk related to the remaining amount
is considered possible, rather than probable.

The most significant contingent assets at Decer@bg2010 are as follows:
e 6,677 thousand euros are included under “Finatialailities” related to provisions for debts
and interest related to third-party claims (2009808 thousand euros). The litigation

underway in respect of these claims might give tisao obligation to pay all or part of the
claims and, therefore, this would have a positmpact in future years.

* As stated in Note 9, in the Czech Republic ther tax credits which have not been
recognized due to uncertainties regarding theimvebility.
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(17) Derivatives
All the Group's derivatives at December 31, 201d 2009 were designated as cash flow hedges.

The breakdown of the balances at December 31, 2ad®009 which include the values of derivatives
at those dates is as follows:

2010 2009

Current Current Current Current

financial financial financial financial

assets liabilities assets liabilities
Interest rate hedges - 137 - 79

Exchange rate insurance 946 268 1,293 454

Raw material hedges 2,694 - 1,265 -

3,640 405 2,558 533

Part of the fair value of the exchange rate instearat year end was recognized as finance income or
expense on the consolidated income statement0fi® and 2009. The amount recognized directly
in the consolidated income statements relates ¢thange rate insurances designated as hedges to
cover amounts payable or receivable which are m@zed in the consolidated statements of financial
position at the exchange rate at year end.

(17.1) Interest rate hedges

In 2010, the Group had the following three intemadée hedges (which were also in existence in

2009):
2010 2009
LRS() LRS() LR.S.») LR.S () I.R.S (I) LR.S.(II)
Notional contract amoulfit 4,688 5,000 5,000 4,688 5,000 5,000
Notional contract amoufit 3,125 3,750 3,125 4,375 5,000 4,350
Effective start date 8/20/2009  9/18/2009  6/1/2009 /2080 9/18/20 6/1/2009
09 09
Expiry date 5/20/2013  9/18/2013  6/1/2013  5/20/20 9/18/20 6/1/2013
13 13
Fixed interest rate 2.07% 2.29% 2.45% 2.07% 2.29% .45%

rhousands of euros

The expiry dates of the notional amounts of th@sential instruments at year end is as follows:

Year 2010 2011 2012 2013
2010 - 3,750 3,750 2,500
2009 3,725 3,750 3,750 2,500
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(17.2) Exchange rate insurance

The Viscofan Group uses derivatives to hedge exghantes in order to mitigate the possible
adverse effects that exchange rate fluctuation$intigve on transactions in currencies other
than the functional currency of certain Group conips.

The nominal value of the main exchange rate ins@sin effect at December 31, 2010 and 2009

is as follows:
Thousands
Currency 2010 2009
US dollar 71,310 82,413
Canadian dollar 175 1,160
Japanese yen 14,927 23,343
Sterling pounds - 500
86,412 107,416

(17.3) Raw material hedges

A significant amount of the Group's production so& linked to energy costs. Accordingly, to
mitigate the adverse effect of varying energy mide 2009 the Group arranges hedges for some
of its casings plants.

During 2009, the Company signed swap agreementidocost of gas for a notional value of 666,666
MWh for both 2010 and 2011, respectively, with nidpipayments of 1/12 of the notional value
for which it will pay a fixed amount of 1,7270 aldg7915 euro cents per kilowatt/hour during
2010 and 2011, respectively. Thus, the Group i®dng 2/3 of the expected gas consumption in
Spain for both years. This is based on a formuléchvincludes other variables, such as Brent
forward prices. In this manner, the Group plananitigate the adverse impact of fluctuating
energy prices. The effectiveness of the hedge iasared comparing the price of these swap
agreements as well as kw/hour spot listing of rstgas in Spain.

(18) Risk Management

(18.1) Financial risks

The Group’s activities are exposed to various fam@rrisks: market risk (including exchange rate
risk, fair value interest rate risk and price rigkedit risk, liquidity risk, and interest ratskiin
cash flows. The Group’s global risk management Enogne focuses on the uncertainty of
financial markets and aims to minimize the poténtaverse effects on the Group’s
profitability. Certain risks are hedged by derivatinstruments.

Risk is managed by the Group in accordance witltigsl approved by the board of directors.
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(&) Market risks

» Exchange rate risks

As the Group operates internationally, it is expbde variations in exchange rates,
particularly the US Dollar. The exchange rate rigkises from future commercial
transactions, recognized assets and liabilitiesr@tdnvestments abroad.

Group entities use forward currency contracts riatgut with the Treasury Department of
several Group companies to control exchange rsis which arise from future commercial
transactions, recognized assets and liabilitieschBwge rate risks arise where future
commercial transactions, recognized assets anditleh are denominated in a currency
which is not the functional currency of the Company

The risk management policy of the Group is to caher net balance between collections
and payments in currencies other than the fundticnarency with the most net risk.
Therefore, forward currency contracts were forngiat the time the yearly budget was
prepared; EBITDA forecasts were used as the basithé following year, the degree of
exposure, and the degree of risk the Group isngilto assume.

The main exposure arises from the difference betwsses and purchases in foreign
currency at several Group companies. In this réspgée main risk arises from the
difference between sales and expenses in US dofprroximately 39% and 21% of the
Group's total sales and expenses, respectivelyinahgs currency.

The following table shows the sensitivity of condated profit to a possible change in the
exchange rate of certain currencies of countriesravthe Group conducts business:

Thousands of euros

US Dollar Czech Crown Brazilian Real Other

31.12.10 12.31.2009 12.31.2010 12.31.2009 12.31/2010 12.31.2009 12.31.2010 12.31.2009

+5% 7,004 6,035 (797) (610) 707 1,188 (1,007) (265)

- 5% (6,337) (5,461) 721 552 (639) (1,075) 911 240

The following table shows the impact on consolidagguity of changes in the exchange
rates of certain currencies of countries whereGhmup conducts business:

Thousands of euros

US Dollar Czech Crown Brazilian Real Other

31.12.10 12.31.2009 12.31.2010 12.31.2009 12.31.2010 12.31.2009 12/31/2010 12.31.2009
+5% 4,559 3,921 2,181 1,687 4,272 3,614 3,239 2,813

- 5% (4,125) (3,548) (1,973) (1,527)  (3.865)  (3,270)  (2,931)  (2,545)
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Details of the Group’s exposure to exchange ratesrat 31 December 2010 and 2009 are
shown below. The tables reflect the carrying amairfinancial instruments or classes of
financial instruments of the Group which are denmted in foreign currency.

Thousands of euros

Czech Serbian Mexican Brazilian
US Dollar Crone Dinar Peso Real Others Total

At 31 December2010
Assets
Non-current financial assets 79 - - 22 206 768 1,075

79 - - 22 206 768 1,075
Total non-current assets
Trade and other receivables 39,038 1,390 2,321 2,727 23,391 2,545 71,412
Other financial assets 2 369 - - - - 371
Cash and cash equivalents 7,657 1,526 442 688 3,385 1,457 15,155
Total current assets 46,697 3,285 2,763 3,415 26,776 4,002 86,938
Total assets 46,776 3,285 2,763 3,437 26,982 4,77088,013
Liabilities
Borrowings 10,916 - - - 206 2,627 13,749
Other liabilities 557 9 - - - - 566
Total non-current liabilities 11,473 9 - - 206 2,627 14,315
Borrowings 8,886 12,992 6,677 - - - 28,555
Trade and other payables 9,404 3,229 2,952 5,082 6,317 1,642 28,626
Total current liabilities 18,290 16,221 9,629 5,082 6,317 1,642 57,181
Total liabilities 29,763 16,230 9,629 5,082 6,523 4,269 71,496
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Thousands of euros

Czech Serbian Mexican Brazilian

US Dollar Crone Dinar Peso Real Others Total
At 31 December2009
Assets
Non-current financial assets 73 - 20 6 307 6 412
Other financial assets - - - - - - -
Total non-current assets 73 - 20 6 307 6 412
Trade and other receivables 39,893 4.615 755 5,297 13,947 3,118 67,625
Other financial assets - - 17 - - - 17
Cash and cash equivalents 5,365 481 131 1,389 5,150 4,290 16,806
Total current assets 45,258 5,096 903 6,686 19,097 7,408 84,448
Total assets 45,331 5,096 923 6,692 19,404 7,414 8684
Liabilities
Borrowings 18,784 - - - - - 18,784
Other financial liabilities - - - - - - -
Other liabilities - - - - - - -
Total non-current liabilities 18,784 - - - - - 18,784
Borrowings 12,815 8,730 - - - 2,313 23,858
Trade and other payables 7,523 3,027 723 4,456 4,791 1,792 22,312
Other financial liabilitie - 314 - - - - 314
Total current liabilities 20,338 12,071 723 4,456 4,791 4,105 46,484
Total liabilities 39,122 12,071 723 4,456 4,791 4,105 65,268

(b)

Price risks

The Group is exposed to price risks relating tonigsn financial instruments.

(c)  Credit risk

The Group does not have a significant concentratfaredit risk. It is Group policy to ensure
that products are sold to customers with an apfepcredit history. Sales to problematic
customers are made in cash. Derivative operation®maly entered into with banks with
high credit ratings.
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Liquidity risk

The Group has a prudent policy to cover its ligyidisks which is focused on having sufficient
cash and marketable securities as well as thetyakdlidraw down sufficient financing
through its existing borrowing facilities to settlee market positions of its short-term
investments. Given the dynamic nature of its uiyitegl business, the Group aims to be
flexible with regard to financing through drawdowensits contracted credit lines.

The Group adequately monitors each month expeaigttons and payments to be made in
the coming months and analyzes any deviations fimpected cash flows in the previous
month to identify any possible deviations which htigffect liquidity.

The following ratios show the level of liquidity Becember 31, 2010 and 2009:

Thousands of Euros

2010 2009

Current assets 354,750 302,651
Current liabilities (181,531) (154,071)
Provision for gas emission rights 2,448 2,432
Working capital 175,667 151,012
Current liabilities for emission rights, net of pision 179,083 151,639
% working capital/current liabilities without emission rights
provision 98.09% 99.59%
Cash and cash equivalents 57,301 25,763
Available borrowing facilities 45,022 66,621
Available discount lines 9,390 8,879
Cash and available on credit and discount lines

111,713 101,263
% cash and cash equivalents+ available on credit an
discount lines /Current liabilities without emissia rights
provision 62,38% 66.78%
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The undiscounted contractual maturity dates ofrfoiea liabilities at December 31 were as

follows:
1 year
Upto3 3 months - - 5years More than
(Thousands of euros) months 1 year 5 years 5 years Total
2010
Bank borrowings 39,680 42,545 29,665 2,627 114,517
Loans 7,668 16,809 29,665 - 54,142
Borrowings ¢ 31,650 25,736 - 2,627 60,013
Advances on invoices and discount lines ¢ 362 - - - 362
Accrued interest payable 1,819 - - - 1,819
Finance leases 36 111 636 - 783
Other financial liabilities 4,831 3,908 5,547 295 14,581
Other current liabilities 18,671 6,310 - - 24,981
Trade and other payables 55,981 - - - 55,981
121,018 52,874 35,848 2,922 212,662
2009
Bank borrowings 14,127 54,333 45,585 - 114,046
Loans 6,845 14,824 45,090 - 66,759
Borrowings 5,493 39,509 496 - 45,498
Advances on invoices and discount lines ¢ 1,789 - - - 1,789
Accrued interest payable 1,471 - - - 1,471
Finance leases 29 82 655 - 766
Other financial liabilities 1,616 1,826 4,452 555 8,449
Other current liabilities 16,428 540 - - 16,428
Trade and other payables 55,764 - - - 55,764
89,435 56,781 50,693 555 197,464

@ The classification of the maturities of “Borrowsigvas determined according to current maturitfeth@ amounts drawn down on the
credit accounts. Thus “Up to 3 months” includes balance drawn down on credit lines which arewea annually and the
renewal of which was agreed after year end.

@ Advances on invoices and discount lines” incluesdiscounted bills which had matured at Decentiier however, no policies
maturing after that date are included.

(e) Interest rate risks in cash flows and fair value

The Group has no significant assets which earmiecother than the financial assets linked to
pension plans in the US and their impact on therme statement is determined by the
expected future gains thereon (see Note 16.1).

The Company’s exposure to interest rate risk imipaelated to loans and borrowing facilities
received from financial entities at floating intereates. As explained in Note 17, in 2009
the Group arranged hedges to partially mitigaterigie of a possible increase in interest
rates. In any case, the Viscofan Group's degréavefage is low and, therefore, the impact
of a possible rise in interest rates would notigeificant.
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At December 31, 2010 and 2009 the structure ofnéiiad liabilities (excluding hedging
derivatives) once hedges through the derivativesged have been taken into account is as

follows:
Thousands of euros
2010 2009
Bank borrowings 117,119 116,283
Other financial liabilities (excluding hedging deatives) 14,176 7,916
Total financial liabilities 131,295 124,199
Fixed interest rate 24,176 21,641
Variable interest rate 107,119 110,474

Financing at floating interest rates is for the tmuest linked to Euribor and Libor dollar. The
Group is likewise exposed to changes in the intes¢ss used to calculate the pension plan
obligations in US and Germany (Note 16.1).

The following table shows the sensitivity of profibss) for the year to a possible 1%
variation in discount and/or interest rates:

Thousands of euros

Pension plan commitments Financial debt

USA Germany Euribor Libor délar —-USA
31.12.10 12/31/2009 12/31/2010 12/31/2009 12/31/2010 12/31/2009 12/31/2010 12/31/2009

+1% (364) (332) (228) (264) (800) (843) (258) (340)

- 1% 360 332 228 264 793 811 256 334

)] Gas and electricity price risk

The Group is affected by fluctuating energy pricesthe past and recently, hedges were
arranged to provide coverage for this volatility.

+/- 10% oscillations would have had a 7,314 an@®{Rousand euro impact on 2010 and 2009
results, respectively (a price surge would negbtiaffect results, and vice versa).
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(18.2) Measurement and maturities of financial instruments

Below is a breakdown of the undiscounted value§inaincial instruments or types of financial
instruments by maturity:

Thousands of euros

Less than More than 5
1 year 1-2years 2-3years 3-4years 4-5years years Total

At 31 December 2010
Assets
Trade and other receivables 129,268 - - - - - 129,268
Other financial assets 6,730 1,178 - - - - 7,908
Total assets 135,998 1,178 - - - - 137,176
Liabilities
Borrowings

Debt principal 82,224 19,334 7,999 2,332 - 2,62 114,516

Interest 2,863 807 258 58 - - 3,986
Trade and other payables 60,816 - - - - - 60,816
Other current liabilities 24,981 - - - - - 24,981
Other financial liabilities

Debt principal 8,739 1,740 1,633 1,193 981 295 4,581

Interest 365 146 103 62 32 7 715
Total Liabilities 179,988 22,027 9,993 3,645 1,013 2,929 219,595
At 31 December 2009
Assets
Trade and other receivables 123,796 - - - - - 98,7
Other financial assets 3,000 507 - - - - 3,507
Total assets 126,796 507 - - - - 127,303
Liabilities
Borrowings

Debt principal 68,571 17,792 17,408 8,371 2,670 - 114,812

Interest 4,341 1,156 711 276 67 - 6,551
Trade and other payables 55,764 - - - - - 55,764
Other current liabilities 16,968 - - - - - 16,968
Other financial liabilities

Debt principal 3,442 1,234 1,168 1,326 724 555 448

Interest 211 125 94 65 32 14 541
Total Liabilities 149,297 20,307 19,381 10,038 3,493 569 203,085
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The comparison between the carrying amounts amdvéhiles of the Viscofan Group's financial
instruments at December 31, 2010 and 2009 is sl

2010 2009
Carrying Carrying

(Thousands of euros) amount Fair value amount Fair value
Financial assets
Derivatives 3,640 3,640 2,558 2,558
Other financial assets 4,268 4,268 949 949
Trade and other receivables 129,268 129,268 123,796 123,796
Cash and cash equivalents 57,301 57,301 25,763 625,7

194,477 194,477 153,066 153,066
Financial liabilities
Bank borrowings 117,119 117,119 116,283 116,283
Derivatives 405 405 533 533
Other financial liabilities 14,176 14,176 7,916 7,916
Other current liabilities 20,146 20,146 16,968 16,968
Trade and other payables 60,816 60,816 55,764 55,764

212,662 212,662 197,464 197,464

As shown in the above table, the Viscofan Groupgeizes all financial assets and liabilities at
fair value, which it classifies using a three-lekirarchy:

* Level 1: Assets and liabilities listed on liquid mkats. The Group does not have nor has
had assets or liabilities listed in liquid markeither in 2010 or 2009.

* Level 2: Assets and liabilities whose fair values determined via valuation techniques
which use market assumptions. All the asset aatulliy derivatives at December 31,
2010 and 2009 are included in this level.

» Level 3: Assets and liabilities whose fair valuedetermined using valuation techniques
which do not use observable market assumption®01® and 2009 the Group does not
have nor has had assets or liabilities which it teaclassify in this level.

(19) Environmental Information

The breakdownof costs and accumulated depreciafignoperty, plant and equipment in respect of the
Group’s environmental activities at 31 December®8ad 2009 are as follows:

Vapour boiler
Water-cooler circuit
Waste management plant
Gas washers

Purifier

Others

Vapour boiler

Thousands of euros

2010 2009
Accumulated Accumulated
Cost depreciation Cost depreciation
5,454 (1,082) 4,840 (1,119)
3,603 (2,047) 3,436 (1,982)
4,441 (2,253) 3,983 (2,412)
3,830 (2,926) 3,419 (2,767)
4,718 (2,372) 4,252 (1,994)
2,944 (1,333) 2,216 (1,102)
24,990 (12,013) 22,146 (11,376)
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During 2010 and 2009 the Parent incurred expertgegrbtection and improvement of the environment
amounting of 986 y 908 thousand of euros, respelgtiv

The directors of the Parent consider that no amfthli provisions are required to cover the possible
expenses or risks derived from environmental aattvi
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(20) Ordinary Income

Business Segments

Income and expenses

Sales and services rendered
Material consumed

Other operating income
Other operating expenses

Financial loss
Income tax expense

Profit for the year
Assets and Liabilities

Total segment assets
Total segment liabilities

Other segment information
Capital expenditure
- Property, plant and equipment
- Intangible assets

Depreciation and amortization
- Property, plant and equipment
- Intangible assets

Cash Flows

Cash flows from operating activities
Cash flows from investing activities

Cash flows from financing activities

VISCOFAN, S.A. AND SUBSIDIARIES

Notes to the consolidated financial statements
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Thousands of euros

Casings Tinned Food Eliminations and others Consolidated
2010 2009 2010 2009 2010 2009 2010 2009
538,675 490,493 95,271 93,289 (220) (368) 633,726 583,414
(113,348) (104,467)  (56,151) (59,462) - - (169,499) (163,929)
9,240 7,687 611 643 - - 9,851 8,330
(328,869) (304,252) (35,044) (32,665) 220 368 (363,693) (336,549)
105,698 89.461 4,687 1.805 - - 110,385 91.266
(4,622) (4,970) (50) (334) - - (4,672) (5,304)
(23,398) (21,684) (969) (19) - - (24,367) (21,703)
77,678 62,807 3,668 1,452 - - 81,346 64,259
610,734 539,398 78,437 76,591 - - 689,171 615,989
250,746 237,835 32,056 32,947 - - 282,802 270,782
45,140 41,404 178 763 - - 45,921 42,167
1,446 4,163 23 97 - - 1,469 4,260
(37,294) (31,465) (2,931) (2,651) - - (40,225) (34,116)
(3,488) (3,561) (44) (58) - - (3,532) (3,619)
118,618 110,31 5,919 13,680 - - 124,537 123,992
(63,574) (46,303) (640) (888) - - (64,214) (47,191)
(26,899) (51,106) (3,756) (13,236) - - (30,655) (64,342)
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Other European countri

Ordinary income from external clients

Segment assets

Other segment information
Capital expenditure
- Property, plant and equipment
- Intangible assets

Cash flows
Cash flows from operating activities

Cash flows from investing activities

Cash flows from financing activities

Spain and Asia North America South America Consolidated
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

195,353 261,4 160,928 132,881 188,354 174,727 89,091 74,345 633,726 583,414
225,579 190,516 215,856197,747 157,484 144,855 90,252 82,871 689,171 615,989
7,637 15,376 ,38H 15,479 8,994 7,532 2,904 3,780 45921 42,167
910 2,919 387 1,271 58 70 114 - 1,469 4,260
72,095 64,295 26,772 22,388 24,663 28,465 1,007 8,844 124,537 123,992
(7,278) (1%%6  (43,782) (14,158) (9,509) (10,802) (3,645) (3,765) (64,214) (47,191)
(27,189) (4823 11,639 (3,088) (15,432) (12,554) 327 (2,368) (30,655) (64,342)
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(21) Other Income

Details of other income are as follows:

Thousands of euros

2010 2009
Government grants 999 916
Gains on sale of fixed assets 2,442 2,324
Other income 5,412 4,516
8,853 7,756

(22) Other Operating Expenses

Details of other expenses are as follows:

Thousands of euros

2010 2009
Research and development costs 1,044 1,048
Repairs and maintenance 23,795 23,629
Supplies 88,307 75,189
Administrative and selling costs 60,147 55,327
Other expenses 10,408 8,632
Administrative and selling costs
183,701 163,825

(23) Personnel Expenses

Details of personnel expenses during 2010 and 2699s follows:

Thousands of euros

2010 2009
Wages and salaries 103,109 101,306
Indemnity payments 1,417 1,259
Current service cost of defined benefits (Note J16.1 1,241 1,314
Provisions for other benefits (Note 16.3) 327 2,742
Company social security contributions 21,281 24,561
Other welfare benefits and taxes 8,838 2,865

136,213 134,047
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Group employees in 2010 and 2009, by professicatebory and gender, were as follows:

Average headcount at 2010 year end Average number of

Men Women Total employees in 2010
Executives 62 10 72 75
Technicians and middle 763 124 887 594
management
Administrative personnel 133 195 328 614
Specialized personnel 284 110 394 400
Unskilled workers 1,419 676 2,095 2,133
2,661 1,115 3,776 3.816
Average headcount at 2009 year end  Average number of
Men Women Total employees in 2009
Executives 65 8 73 72
Technicians and rddle 509 138 647 631
management
Administrative personnel 140 178 318 328
Specialized personnel 538 113 651 644
Unskilled workers 1,418 673 2,091 2,224

2,670 1,110 3,780 3.899
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(24) Einancial Income and Expense

Details of financial income and expense are asvai

Thousands of euros

2010 2009

Financial income

Other financial income 1,489 680

Exchange gains 13,882 14,930

Results of companies consolidated using the eqléthoa 77 -

Total financial income 15,448 15,610
Financial expenses

Other financial expenses 3,431 4,845

Exchange losses 16,689 16,052

Results of associates - 17

Total financial expenses 20,120 20,914

The breakdown of “Other finance costs” is the foilay:

Thousands of euros

2010 2009
Bank borrowings and other financial liabilities 22 3,318
Net finance cost of pension plans 1,186 1,527
3,431 4,845

(25) Earnings per Share

(25.1) Basic

The calculation of basic earnings per share isdasethe profit for the year attributable to the
shareholders of the Parent and a weighted averagdar of ordinary shares in circulation
throughout the year, excluding treasury shares.

Details of the calculation of basic earnings parstare as follows:

Thousands of euros

2010 2009
Profit attributable to ordinary equity holders bétParent 81,346 64,259
Weighted average number of ordinary shares in leiticun 46,603,682 46,603,682
Basic earning per share (in euros) 1.7455 1.3788

The weighted average number of ordinary sharesdssudetermined as follows:

2010 2009
Weighted average number of ordinary shares in leiticun 46,603,682 46,603,682
Effect of treasury shares - -
Average number of ordinary shares in circulatioBlaDecember 46,603,682 46,603,682
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(25.2) Diluted

as at December 31, 2010 and 2009
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Diluted earnings per share are calculated by digdirofit attributable to equity holders of the
Parent by the weighted average number of ordin&res in circulation considering the
diluting effects of potential ordinary shares. Agre are no potential ordinary shares, diluted
earnings per share does not differ from basic ageper share.

(26)

Information on the Board of Directors of the Parentand Key Group Personnel

The Board of Directors of the Company only accremuneration established in articles 27 and 30ef th
Company’s bylaws, equivalent to 1.5% of the paseptbfit before income tax for the parent's Board
of Directors and another 1.5% of the parent’s prbéfore income tax of the parent's Executive
Committee. The Board of Directors and the Execut®@emmittee, in accordance with the
aforementioned bylaw articles, decide the respecsiiare that the members of each body shall

receive.

Details of remuneration are as follows:

Euros
Per diems
Boards of
Audit Board of other Group
Year Committee Board Committee: Directors companies Total
2010 1,001,342 921.342 70,000 80,000 244,800 2,317,484
2009 628,740 550.743 56,000 78,000 238,620 1,552,103

The Company has not given any advances or loatieetmmembers of the board of directors and has no
pension or life insurance commitments with the cives. The Group has extended no guarantees to
any of the directors. Remuneration is not linkedhe performance of Parent shares on the stock

exchange.

In 2010 and 2009, members of the Board of Direct@d not carried out any transactions with the
Company or Group companies.
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In compliance with articles 229 and 230 of the S$garCapital Companies Law, the directors of
Viscofan, S.A. have provided notification that ta@re no situations representing a conflict witi an
other Group companies. They have informed the Complzat, apart from the following, they hold
no equity investments in companies having identisiahilar or complementary activities to those of
the parent or the Group.

Name Company Position

D. José Domingo de Ampuero y Osmisaturin Viscofan GmbH Chairman to the Board of Dioest
Naturin Limited Chairman to the Board of Directors
Gamex CB, s.r.o. Chairman to the Board of Directors
Viscofan CZ, s.r.o. Chairman to the Board of Direstor
Viscofan USA Inc. Chairman to the Board of Directors
Viscofan Technology Suzhou Co. Ltd Chairman to tharB@f Directors
Viscofan Centroamérica Comercial, S.A. Chairman éoBbard of Directors
Viscofan Canada, Inc. Chairman to the Board of Damesct

Viscofan Do Brasil S. Com. E Ind. Ltda. Member of altant Board
Viscofan de México, S. de R.L. de C.V. Chairman ®Bloard of Directors
Koteks Viscofan d.o.o. Chairman to the Board of Eiimes
Industrias Alimentarias de Navarra, S.A.\.Chairman to the Board of Directors

D. Nestor Basterra Larroudé Naturin Viscofan GmbH ceMChairman
Gamex CB, s.r.o. Vice Chairman
Koteks Viscofan d.o.o. Vice Chairman
Naturin Limited Vice Chairman
Viscofan USA Inc Vice Chairman
Viscofan Canada, Inc. Vice Chairman
Viscofan Centroamérica Comercial, S.A. Vice Chairman
Viscofan CZ, s.r.o. Vice Chairman
Viscofan de México, S. de R.L. de C.V. Vice Chairman
Industrias Alimentarias de Navarra, S.A.UVice Chairman
Viscofan Technology Suzhou Co. Ltd Vice Chairman

Remuneration paid to key management personnell lstéow amount to 3,244 and 3,177 thousand euros
in 2010 and 2009, respectively. The total amoumeafuneration relates to short-term employment
benefits paid to these employees. No post-employnh@mg-term services, or dismissal indemnities
are provided, nor do any other share-based payrazisis
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Name Position Company

Mr. José Antonio Canales
Ms. Elena Ciordia

Managing Director VisondBroup
Legal Director Viscofan Group
Mr. Gabriel Larrea Commercial Director Viscofan Group
Mr. César Arraiza Financial Director Viscofan Group
Mr. Armando Ares Director of Investor Relations and Viscofan Group
Communication
Director of Extrusion, Cellulose and Viscofan Group
Fibrous

Director Strategic Prgject
Research and Developmigsttbr

Mr. Pedro Eraso

Mr. José Vicente Sendin
Mr. José Ignacio Recalde

Viscofan Group
Viscofan Group

Mr. Andrés Diaz Director of Operations Viscofaroup

Mr. Juan José Rota Director of Human Resources Viscofan Group

Mr. Jesus Calavia Director of Production Viscofan, S.A.

Mr. Manuel Nadal IT Director Viscofan, S.A.

Mr. Ricardo Royo Financial Director Viscofan, S.A.

Mr. Miloslav Kamis Managing Director Gamex Cb S.R\Miscofan Cz, S.R.O.

Mr.

Bertram Trauth

Naturin Viscofan Gmbh

Managing Director
Director of Production
Managing Director
Commercial Director
Managing Director
Managing Director

Managing Director
Managing Director

Managing Director

Naturin Viscofan Gmbh
Naturin, Ltd

Naturin Viscofan Gmbh
Viscofan Centroamérica Comercial, S.A.
Viscofan Technology (Suzhou) Co. Ltd
Viscofan De México S.R.L. De C.V,
Viscofan Do Brasil S. Com. E Ind. Ltda.
Viscofan Usa Inc..
Koteks Viscofan, D.O0.O. (until August
2010)
Industrias Alimentarias de Navarra, S.A.U.

Mr. Wilfried Schobel
Mr. Alfred Bruinekool

Mr. Yunny Soto
Mr. Juan Negri
Mr. Oscar Ponz
Mr. Luis Bertoli
Mr. José Maria Fernandez

Mr. Juan Carlos Garcia De La Rasilla  Managing Director

Mr. Alejandro Martinez Campo Managing Director

(27) Audit Fees

The auditors of the consolidated Financial Stateémerfi the Group and other related companies as
defined in the fourteenth additional dispositionlegislation governing the reform of the financial
system have accrued fees for professional serficethe years ended 31 December 2010 and 2009
as follows:

Thousands of euros

2010 2009
Principal auditor
Audit services 118 116
Other services 58 25
176 141

Audit services detailed in the above table incltitke total fees for services rendered in 2010 arg®20
irrespective of the date of invoice.
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Other companies related to the auditors have imebibe Company and its subsidiaries as follows:

Thousands of euros

2010 2009

Audit services 456 421
Other services 77 98
533 519

(28) Information on late payments to suppliers. Thid additional provision. "Disclosure requirements"
of Law 15/2010 of July 5.

In compliance with the resolution of the Spanistcédunting and Auditing Institute of December 29,
2010 and as established in its second transitayigion, the overdue balance payable to suppliers a
December 31, 2010 which exceeds the legal payrmeattliohe (transitorily, 85 days up to December
31, 2010) totals 4,032 thousand euros, of whicBBBousand euros correspond to contracts signed
before Law 15/2010 went into effect on July 5.

For purposes of the disclosure requirement pertgirto this note, the financial statements are
considered first-time financial statements exclekivfor this item in terms of uniformity and
comparability.

(29) _Transactions and balances with related parties

The only balances and transactions with relatetigzaare with Lingbao Baolihao Food (Note 8).

Transactions with management and directors andliaoeissed in Note 26. There are no transactions or
receivables and payables with related parties.

(30) _Events after the balance sheet date

In the first part of 2011 there were no significardvements.
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Business performance and financial position of Visifan Group companies

2010 was characterized by a solid recovery of irgoespecially during the second half of the yeavenue
grew during 2010 for the sixth consecutive yeasichéng 633.7 million euros, which is 8.6% more thiaeyear
before. This growth was bolstered by the 9.9% ia®eein the casings business as compared to 200&|laas
the positive contribution of the vegetable foodagion to sales: +2.1% as compared to 2009.

Excluding the impact of exchange rate fluctuatiams)solidated income at year end 2010 show a 3ng¥ease
over 2009.

The per-unit cost containment of raw materials emgrovements in production have assisted in imprg\the
gross margin: overall during the year this wentlup% over 2009 to 73.3%, showing improvement in the
casings division (+0.3% over 2009) as well as thgetable foods division (+4,8% over 2009). Thegeroved
margins were accompanied by increased consumensepealuring 2010: 3.4% higher in 2009, totaling.260
million euros.

Consumption of raw materials during the last quagtew 10.7% as compared to the same period toe year,
reaching 41.7 million euros; these were negatiedigcted by the commissioning of the Chinese fimgiplant,
which created a higher volume of waste resultingmfrthe period of adaptation inherent to learning th
production process.

Technological efficiency improved thanks to the B&#Dprogram, providing for increased automatic pididun
and the elimination of tasks which add little valieading to a staff reduction and increased proooutput,
with additional capacity provided by the convertpignt located in China.

Accumulated employee benefits expenses during 20d@unted to 136.2 million euros, which is 1.6% kigh
than the same period the year before. This isakeltrof the average number of employees (-2.1%oapared

to 2009, totaling 3,816), and increased productimtput and income. 2010 employee benefits expenses
represented 21.5% of consolidated income as comipar23.0% the year before.

"Other operating expenses" during 2010 amounteB&7 million euros, 12.1% over the year beforeiniga
due to increased energy costs (+17.5% higher @&tryear), increased cogeneration capacity in Syaitpared
to the year before, higher fuel prices in North Aite, as well as the costs of setting up produdtio@hina the
final quarter of the year.

The Viscofan Group grew within the casings market enproved its competitive position within the e¢gple
food sector. This increase took place with an atemual improvement of the consolidated EBITDA niarg
which stood at 24.3% in 2010 as compared to 221 2009. The Viscofan Group's EBITDA is 154.1 mitlio
euros, up 19.5% over 2009.

Excluding the impact of exchange rate fluctuatiadhe, accumulated EBITDA at year end 2010 grew 14886
compared to prior year.

Accumulated depreciation at December 2010 totaB8 rhillion euros (16.0% as compared to 2009) uidiclg
the depreciation of new assets located in China,tdwsetting up production in the testing phaseyeltas the
incorporation of the assets of the German prodngilant.

Thus, 2010 EBITDA reached 110.4 million euros, 20 8igher than the same period the year before.

During the year, net bank debt was reduced 33.998#® million euros, thanks to strong operatiot@ahfwhich
helped sustain heavy investment (47.4 million eyraad dividends paid (30.6 million euros), as vadlthe
externalization of German pension funds totaling7lsillion euros, therefore reducing the risk otufe
estimated payment commitments and market volatityen valuing these types of financial assets. The
Viscofan Group's financial leverage was 14.7% aspared to 26.2% in December 2009.



VISCOFAN, S.A. AND SUBSIDIARIES

Management Report
December 31, 2010

2010 net financial loss was reduced by 10.2% aspeoad to the year before, totaling -4.7 million cuas
compared to -5.3 million euros in 2009. Reducearfoe costs (-29.2% compared with 2009) along with
increased finance income (+119.0%) balanced the@eggtive impact of exchange rate differences, wbiew
150.4% as compared to 2009, due to the fluctuatikatpange rates during the last quarter of the year.

Profit before tax amounted to 105.7 million eurasd also grew with respect to 2009, thanks to thegany's
improved operations and sound financial base:ffexctve income tax rate during the year was 23(22%
below 2009). Thus, income tax expense amounted.tbriillion euros (+12.3% over 2009).

Accumulated net profit in 2010 grew 26.6% as coragdo the year before, reaching a new historicadimam
of over 81.3 million euros.

Outlook for the Group

a) Casings

Demand, which had stabilized in 2009, resumed atsinal volume growth, with a notable acceleratiorthie
collagen casings segment.

This brisk trend should continue through 2011 axtbe entire casing business line, especially éncibllagen
segment.

Growth in emerging areas should benefit the devaky of the demand of artificial casings; thisl&acreating
inflationary tension in some of our main raw matkriand in energy.

Against this backdrop, the Viscofan Group' BeOmatsgy continues unabated, with a clear visionsobidate
its leading position within the market while impmog the profitability of its operations.

Measures are therefore being implemented to impema@nomies of scale, with a clearer alignment ef th
organization, improving tmhe efficiency and prodkity of its current initiatives thanks to the maeanent
model supported by product segment excellence rgr@ed adherence to disciplined commercial pdicie

Record production output is expected thanks tostments carried out in 2010 and the first quarf&20d.1 in
Germany and Spain, and the new Viscofan plant im&h

Projects are also underway to improve technologyedkas the efficiency of the areas of productm energy.
This should balance the per-unit price of energy naaterials in 2011, as well as help finalize ttensfer of
curved inedible collagen production from Germangésbia.

b) Vegetable foods
The environment has been an especially adversedmeeto the deteriorating Spanish economy and atadn
consumption. The IAN Group will forge ahead with durrent strategy: in the attempt to preservendsme, it

will emphasize the sale of its Carretilla brand,levincreasing its product line based on their @nignce and
healthy attributes, while continuing to rationalests.

Viscofan S.A.'s main R&D investments

The group has invested 47.7 million euros during@@s compared to 46.3 million in 2009.
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2011 investments include boosting the Group's prtidin in the face of increasing demand, improvihg t
technological aspects of the Spanish and Germaduption sites, as well optimizing energy consumptio
North America.

Investments were made in the area of canned padacdapt to environmental and safety regulatiassyell
as to develop a new line of pre-cooked meals.

Viscofan has a proactive R&D policy for both busisdines, supported by technological and reseantecs in
various countries:

= Efforts in the casings division are focused on pheduct (the development of new products and
perfecting those already available in order toéase market share of the main meat casing famiéss)
well as processes (innovation and improvement efitldustrial production process, while introducing
new technologies and developing advanced engirgesdlutions to optimize production).

= In the vegetable foods division, the Group contint® promote the development of new products,
while increasing the variety of ready-cooked meualkich is the area with the brightest perspective
growth-wise and as far as added value is concethadks to the patented exclusive CARRETILLA
WITH NO CONSERVATIVES prepared foods line.

= Viscofan R&D has been focused on diversificatiolo iother areas, where its know-how might permit it
to be more profitable in the future. These effohzve materialized in a new bio-engineering
application: the use of products which are derifn collagen as breeding ground for cells for
research.

Acquisition of treasury shares

At year-end 2010, the Company had no treasury share

Risks and uncertainties

The Viscofan Group has shown improved results ilatite and uncertain times, and is well-preparedam
market share in the main areas in which it comp®&as to the nature of its operations, the Groagptiities are
exposed to operational, financial, and strategik.rThe Group manages risk using policies apprdwedthe
Board of Directors, which is supervised by the A@bmmittee.

To this end, the Group has carried out improvemenisternal auditing, extending internal controldifferent
areas: investments (committee and procedures).

A plan has been established to set up a systemotdrot financial information internally, based on
recommendations from the CNMV, which have contelutto the improvement and consolidation of
implemented processes.

Measures designed to prevent and detect crimeuarently being devised, which should improve allnmer of
internal control and limit the risk of criminal bdity for corporate persons arising from regulgtohanges.

Among the specific risks for the Viscofan Group atsdsubsidiaries are a less-than-favorable exahaate,
increased costs of production-related factors, sisctaw materials and energy, and worsening madtitions
due to the global economy.
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Risk management policy

The control and management of financial risk iseldasn measuring Value at Risk (VaR) to reply to the
following question: What is the most pessimisti@rsario based on a certain confidence level? Thia is
statistical estimation of risk which includes a gfie time frame (hours, days, months, years), atimeated
confidence level of between 95-99%, and a maximoss lexpressed as a percentage. Viscofan uses the
Montecarlo simulation method to calculate VaR.

These analyses quantify Viscofan's exposure togdsin foreign currency and interest rates. Theeetwo

types of foreign currency risk. The first is rethti® balance sheet items including certain as$et$d{ng and
machinery...) and liabilities (bank debt, payableseflected in foreign currency, which might logglue based
on fluctuating exchange rates. The second is latecash flow exposure due to type of currencyscofan

covers the latter using EBITDA for the followingayeto carry out its simulations.

Decisions regarding the amount to hedge for eacheccy are made based on the result of analyses for
currencies in which a relevant net risk has beeeatied, depending on the degree of risk the comjzamlling
to assume.

In order to mitigate interest rate risk, the VisoofGroup has arranged various interest rate swaps.

The increased activity of the co-generation plantGaseda has increased the Group's exposure tgyener
markets, due to income from from sales of eledtrias well as expenses from its gas supply. Thésdneated
the need to monitor and intervene in the futuresketa to ensure uninterrupted operations, andgo sp for
the tariff plan for the next year in order to gudese positive operating margins.

Counterparty risk materializes in the possibilihat the Company's clients might not comply with mpant
commitments. The Group has an insurance policyotercits client risk; additional risk coverage wadded
(where necessary) in countries not traditionallyered. Due to the current economy in general, ewe
hedges provided by suppliers have deterioratedsemprently, procedures have been tightened andnaiter
controls have been intensified to avoid increaselthquency; a inter-departmental Risk Committee hesn
created to ensure compliance.

The degree to which the Group is leveraged, as agethe availability of credit facilities indicatieat it will be
able to comfortably meet its financial needs; tfae its liquidity risk is not relevant, despit@X0 financial
restrictions which may continue into 2011.

The members of the Board of Directorsor persons acting on their behalf have not camwigdransactions with
the Company or with Group companies, provided they do not form part of the ordinary business arelnot
carried out under normal market conditions.

During 2010, no transactions with the Company deptGroup companies that do not correspond to ¢zl
course of business or were not carried out in keppith prevailing market conditions took place.

EVENTS AFTER THE BALANCE SHEET DATE

In the first part of 2011 there were no significamavements.
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APPENDIX TO THE CONSOLIDATED ANNUAL ACCOUNTS

STATEMENT: STATEMENT: The Secretary of the Board Bfrectors, Mr. Juan M? Zuza Lanz, hereby
certifies that the Board of Directors, at its megtof Monday, February 28, 2011, has approved dinsalidated
annual accounts for the year ended Friday, DeceBthe2010, which consist of the documents attaginznt to
this page and listed below, by signing for the pggs of identification all of the pages.

Consolidated statement of financial position: 1epag

Consolidated income statement: 1 page

Consolidated comprehensive income statement: 1 page

Consolidated statements of changes in equity: & pag

Consolidated cash flow statements: 1 page

Notes to the financial statements: 76 pages, nusdbesnsecutively from 6 to 81.

Mr. José Domingo de Ampuero y Osma Mr. Nestor Besstearroudé

Ms. Agatha Echevarria Canales Mr. Ignacio Marcod@aqui Ibafiez
Mr. Alejandro Legarda Zaragieta Mr. José Cruz PEegmzaran

Mr. Gregorio Marafién Bertran de Lis Ms. Laura Gdezdviolero

Secretary to the Board of Directors
Mr. Juan M2 Zuza Lanz
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APPENDIX TO THE CONSOLIDATED MANAGEMENT REPORT

STATEMENT: The Secretary of the Board of Directdvls, Juan M2 Zuza Lanz, hereby certifies that tioau@
of Directors, at its meeting of Monday, February 2811, has approved the 2010 consolidated manageme
report by signing for the purposes of identificatall of the pages numbered consecutively from 4. to

The following members of the Board of Directors éaigned this document on this page, which is teduas
an appendix to the 2010 consolidated managemeaitrep

Mr. José Domingo de Ampuero y Osma Mr. Nestor Bestearroudé

Ms. Agatha Echevarria Canales Mr. Ignacio Marcoe@qui Ibafiez
Mr. Alejandro Legarda Zaraglieta Mr. José Cruz PEegmmzaran

Mr. Gregorio Marafién Bertran de Lis Ms. Laura Gdeza/olero

Secretary to the Board of Directors
Mr. Juan M2 Zuza Lanz



