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Name of the Company: Compaiiia de Alimentos
Far go S.A. (*The Company”)

Corporate Domicile: Av. del Libertador 602 - Piso 4°
Capital Federal
Principal Activity: Manufacturing and/or processing of foodstuff

products, particularly bakery products.

Unaudited Financial Statements
as of June 30, 2002-and 2001 and for the six-month periods
ended June 30, 2002 and 2001
(Such statements were issued in local currency in accordance
with Argentine generally accepted accounting standards)

Registration date

Of the By-laws: October 3, 1997

Of latest amendments: January 20, 1999

Registration number with the Corporation

Control Authority: 11,377

Duration of the Company: October 2, 2096

Name of the Majority Shareholder: Fargo Holding (Gibraltar)

Corporate Domicile: 10/8 International Commercial Centre
Casemates Square - Gibraltar

Principal Activity: Investments

Equity held by the Controlling Company: 99.999997%
Percentage of votes held by the Controlling
Company: 99.999997%

COMMON STOCK STATUS

Shares

Subscribed issued and paid up
Number of shares Type of stock N2 of votes per share (Pesos)

Ordinary, registered, non-endorsable with a
12,401,199 face value of Ps. 10 each 1 124,011,990




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED BALANCE SHEET

as of June 30, 2002 and 2001
(Such statements were Issued In local currency in accordance with
Argentine generally accepted accouniting standards)

(Notes 2 and 4)

ASSETS
Current Assety
Cash and banks {Note 5 and Schedule G).....
Inveztmeniz (Schedula D) .....c.....vcecmmimsrenensrmvrsserermsassmsssosseres
Accounts receivable, et (Notes 6 and 19 and Schedules E aid G)..ooovvennnrcsennisas
Other reccivables (Notes 7, 15 and 19 aad Sehedule G)
Inventoricy, net {Note B and Scheduls E)
Other assets (Note 9)
Total Current Asseis

Non-Curresni Assets
Agaounts reovivable, nat (Notse 6 and 19 aud Schedule B} ...t
Other rceivables (Notes 7 and 19 and Schedules B y G)....ooovceecnriecnsisssenmmimnesnrcns
Investments (Schedukes € ad D)
Propexty, plant and equiptnent, net (Schedules A and G)..o.covoonanisemensriinns
Inzangible assets, nes (Schedule B)..........
Other assets (Note 9)
Total NonCurrent Assets
TOTAL ASSETS
LIABILITIES
Current Linbilities .
Accounts payable (Notes 10 and 19 and Schedule G) .......ccnnusren e
Short-term debt (Notes 11 and 19 and Sehsdule G) .........oooomncieieceeie e e
Salaries and social sccurity payable (Notes 12 and 19)
Taxes payable (Notes 13 and 19)
QOtiver liabilitics (Notes 14 and 19 and Schedule G)
‘Total Current Liabilities
Non-Current Linbilities
Accoutits payable (Notes 10 and 19 and Schedule G)
Long-term debt (Notes 11 and 19 and Schedule G
Taxes payshle (Notes 13 and 19)
Other Habilities (Notes 14 and 19 and Schedule G)
Provistont (Note 19 axd Schedule B} ...ovvcovviner
Total Noo-Current Lishilitles..........
TOTAL LIABIIITIES.
SHAREHOLDERS' RQUITY
TOTAL LIAPILITIES AND SHARFHOLDERS' EQUITY .........

June 30, 2002 Juone 30, 2001
{Pesas) (Pesos)
2.328,696 2.270.936
- 1,690,755
12,747,868 44,560,178
3,413,743 9,131,341
6,795,528 8,309.134
3,407,163 2,688,356
28,694,998 58,551,018
1,103,953 5,999,342 -
327,106 10,501.060
240,661 20,902.719
114,497,867 115,449,807
65,700,820 283,240,297
2755.43Q 4,883,992
184,631,837 436,977.208
213,326,835 505|529i226
21,644,477 $5.487.911
635,006,633 28,656,749
4,786,206 3,512,533
3344,716 3.230.997
8,617,126 2,034,814
673,485,138 92,923,004
102,583 192016
- 278,757.982
78,803 24,116
40,800 495,158
2,481,534 4.266,809
2,683,690 283,736.28}
576,172,848 376,659,285
462.845013) 128,868,041
===.—3’-}m 595.528.226

The sccompanying notes and schedules are an integral part of these unaudited consolidated financial statetients.

peg-ofeqedl §1/20°d L8v-1

160IpIBIYS

arcalo Aubone

President

va14dy1 ' INTYLLYND: 8]
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENT OF OPERATIONS
For the six-month perlods ended June 30, 2002 and 2001
{Such statements were Issued in local currency in accordance with
Argentine generally accepted accounting standards)

(Notes 2 and 4)
June 30, 2002 June 30, 2001
(Peros) (Pesos)

Nat calee (Note 15),... 84,421,283 133,628,543
Cost of sales (Schedule F) (55.441,857) {68.666.186)

GROBS PIOMR .....ociroermuemurs ceamse s comeramssmsossessssssnserssos sasnssassonstassans sresaseonssissssessise 28,979,426 64,962,357
Sclling expenses (Scheduls H) (29.941.784) (43.516.675)
Qeneral end Administrative expenses (Schedule H) . (194.347.900) {20,998,198)

Operating (1068) / Profit.......everereren , (195,310,258) 447484
Other expenses and income, net (Note 16) (4,055,158) (1,130,578)
Financial results, net (which include the gairv/(loss) on exposure to mﬂnum) Mote 17):

Generatsd by ssyets (27,170,541) (20341)

Generated by habilitics {281,746,045) (22,523,369)

Net s for te perod e ST, o (26504

The accompanying notes and schedules are an intcgral part of these uttatidited consolidated financial stalements.

Marcelo Albone
Presi

pgg-oreqeil Gl/E0'd l8p-L 1601pi81YS ¥Qi¥d¥1 'INJNLLYNB:AQ  26:€1  20-L1-60




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six-month periods ended June 30, 2002 and 2001

(Such statements were issued In local currency in accordance with

Argentine generally accepted accounting standards)

(Notes 2 and 4)
June 30, 2002 June 30, 2001
(Pesaz) (Pesas)
CHANGES IN FUNDS
Funds at the beginting of the period 6464832 10.215,103
Dectease in fids. {4,136,136) (6,353,352)
Funds at the end of the perioy 2,328,696 3,861,751
CAUSES OF CHANGES IN FUNDS
Nei loas for the perind (08,252.002) (23,220,004
Pitie: Itwma not ealling the mae of funds
Depesciation of property, pisat and eqolpment 10,143,392 9,049,263
Net book valte of peoperty, plant and coquiprment dacresses 812.853 40,908
Net baok value of proparty, plent and squipmen sold 29,400 122383
Amortization of lntangible sisets 187,758,665 12,157,209
Net book value of ather asscts sold 1,499 21463
Net book valbe of other aysets decreares 131,217 378.426
Lass ca impairment of ober asels 458,430 -
Depreciation of olier assets 14543 246,282
Aceruesd sataries and socig) seoutity pendlng pryment 1,285,611 2,152,898
{tdemnitics to pessounct peading payment 458,497 250,582
incresse in provision for lswsults 535,681 493,889
Increass it alt for devibthul 3475,154 1130912
Leas/(gain) Niuts the saln of peopasty, plant and equipment Lo instaliments 75,467 (17,606)
aterest raceivable - (115.24%)
Holding on inventesies, cuchmmgs diffcroncss sod the galntiom) oo exp fanlon ....... 266,356,525 389,974
Accrued interests pesding peyment. 38,323,834 13.993.570
Assrued (ax on corporste indebtednasy $21.028 1.118.823
Resiatement to constant cheresiey of cash ot beginning of year, {3,160,035) .
Qther 86.004 103.699
Changes 1t sseets s Habitities
Accounts payalile 13,933,424} 8,900.410
Account receivable. 123,950 4,991,969
Other racetvables ...... (644,218) 2,724,198
Inveninries 2,013,390 11,714,045)
Qther ssscts 100,557 (960.637)
Selsries and social seeurity payable (2,625.077) (3,402.469)
Taxea peyshia (2¢0,830) {5.5006.843)
Provisiva for lwsaits (211.,549) (384.488)
Other liabijities 1,573,876 (254.196)_
Total of furuds (weed i1y provided by the operets (2316718 22,741,428
Funds (wond (n) provided by \rvestmenis activities
Acquisiion of prepenty, plant and equipment (1.701,828) (5.569.54%
Expenses on intangible asects 27,539 3,.281,995)
Acyubvition of subsidiaries - (z7.2mM
Advancey foe the purchisse of thares . (961,032)
Toad o e e rvestonnt skt P, Y-X ¢ Y
arcelo Aubone
Public WBA) Presiden
CPCECABAT68-F. 14
(601¥IBIPS Ya13dYT ‘ININLLYND:3Q  28:E)
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COMPANIA DE ALIMENTOS FARGO 8.A. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six-month periods ended June 30, 2002 and 2001

(Such statements were issued in local currency in accordance with
Argentine generally accepted accounting standards)

(Notes 2 and 4)
(Continued)
Jupe 30, 2092 Jume 30, 2001
(Fesos) {Przos)

Foris (und io) provided by finanelal activities ~
Decresss in koans - (19.154,926)
Totad of iy used i Onsncial sclvide . (19,154,926)
Decresce (o finds, _—-ﬁé’é& _Mﬁ 333352

Juma 30, 2003 June 30, 2001

Suppiemeatsl cash Dow Ipformation

INot-cas3 Mistiial ActviTies

- Sake of peoperty, plant mnd equipmem i insalimonts
« Dbt for the aequishion of sibsidiaries

The accompanying notes and schedules arc an integral part of these unaudited consolidated financial siatements,

15.608 17,606
5,469,259 297342

v Aufone
Presid
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
For the six-month periods ended June 30, 2002 and 2001
(Such statements were issued in local currency in accordance with
Argentine generally accepted accounting standards)

Note 1: Argentine Economic situation and its impact on the Company’s Economic and Financial Position

Argentina is immersed in a critical economic situation. The main features of the current economic context
are a major external debt burden, a financial system in crisis, country risk indicators far above normal average and
an economic recession that has already lasted more than four years. This situation has led to a significant decrease
in the demand for goods and services and a large rise in the level of unemployment. The Government’s ability to
comply with its commitments has been impaired, as has access to bank financing.

As from December 3, 2001 restrictions on cash availability and circulation and the transfer of foreign
currency abroad have been imposed. Subsequently, the Government declared default on external debt payments.

On January 6, 2002, after a political crisis that resulted in the resignation of two presidents, the Government
enacted Law N° 25,561 (Ley de emergencia ptblica y reforma del régimen cambiario) that involved significant
changes to the prevailing economic policy and the amendment of the currency convertibility Law in force since
March 1991. On February 3, 2002 the Government announced new economic measures that were implemented
through Decree 214 (Restructuring of the financial system) dated February 3, 2002 and Decree 260 (Exchange
Regime) dated February 8, 2002, that modified some of the measures included on Law N° 25,561. These decrees are
being complemented with other regulations, some of which may have been pending at the date at issuance of these
financial statements. In addition, on April 24, 2002 the Government signed an agreement with provincial govemors,
which, together with other changes to the National Administration, will lay down the basis for further measures that
have yet to be issued or fully implemented.

Some of the measures taken by the Government, in force at the date of issuance of these financial
statements, and related effects on the Company’s financial position are described below.

Exchange system

On February 8, 2002 a single free exchange market system was established through which all transactions
involving the exchange of currency are to be traded at a rate of exchange to be freely agreed, observing the
requirements to be laid down by the Argentine Central Bank. At present certain transfers abroad of a financial nature
require the prior approval of the Central Bank and there are certain requirements for settling and collecting foreign
currency arising from exports.

Bank deposits

Decree 214 state that, as from February 3, 2002 bank deposits denominated in U.S. dollars or other foreign
currencies will be converted to pesos at the exchange rate of $ 1.4 per US$ 1 or its equivalent in such other currency.
Furthermore, there are restrictions on the availability of checking accounts and savings accounts balances
denominated in dollars and time deposits balances denominated in pesos or dollars, which will be paid back in
installments whose amounts and due dates depend on balances recorded. As from February 3, 2002 an adjusting
index (CER) and an interest rate will be applied to these rescheduled deposits. The CER is an index that measures
the daily rate of change derived from the monthly change in the Consumer Price Index (CPI) published by the
INDEC. In addition, the possibility exists of transforming part or all of the rescheduled deposits into Government
Bonds. If the depositors do not elect to receive Government Bonds, they will receive bonds issued by the Bank that
will observe the pre-existing conditions.




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES

NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 1: Argentine Economic situation and its impact on the Company’s Economic and Financial Position
(Continued)

Receivables and debts not related to the financial system

Accounts receivable and payable denominated in dollars or other foreign currency and agreements
between private entities that state prices or fees in dollars or other foreign currency were converted to pesos at an
exchange rate of $ 1 per US$ | or its equivalent in such other foreign currency. An adjusting index (CER) is to be
applied to these balances as from February 3, 2002. If goods or services prices are higher or lower than amounts
paid at corresponding due dates the parties can request a price readjustment. If the parties involved do not reach an
agreement, lawsuits or other legal action may be initiated.

Income tax

Exchange losses recorded due to devaluation are deductible for income tax purposes over a five-year
period.

Valuation of foreign currency receivables and liabilities

In accordance with Resolution 1/02 of the Professional Council in Economic Sciences of the Autonomous
City of Buenos Aires and (Resolution N° 392 of the National Securities Commission) (Resolution 2/02 of the
Superintendence of Corporations), the Company has recognized the effects of the devaluation as from January 1,
2002. '

It is the Company’s policy to record the liabilities in foreign currency based on the proof of claims in
foreign currency presented by creditors. For this reason, in view of the need to state in constant currency the
liabilities captions denominated in foreign currency, such captions have been stated in accordance with the policy
for claims from creditors.

The exchange differences arising during the period were expensed and are shown in Note 17 as exchange
differences generated by assets and liabilities.

Recognition of the effects of changes in the purchasing power of currency

As established by Resolution N° 3/2002 of the Professional Council in Economic Sciences of the
Autonomous City of Buenos Aires (and Resolution N° 240/02 of the Argentine Federation of Professional Councils
in Economic Sciences) (and Resolution N° 415/02 of the National Securities Commission) the financial statements
must contemplate the effects of the changes in the purchasing power of the currency in accordance with Technical
Resolution N° 6 of the FACPCE, as amended by Technical Resolution N° 19 of that Federation, as from January 1,
2002. This situation is explained in Note 4 to the Accounting Principles.

The Company is taking a variety of actions as a result of the present recession and to attempt to limit the
negative impact on ongoing operations.

The impact generated by measures adopted to date by the Government on the financial position of the
Company as of June 30, 2002 was calculated on the basis of management present assessments. Actual results could
differ from current management assessments and such differences could be material. Among other items, there is
uncertainty regarding the flows of funds and future results to be generated by the operations of the Company and
therefore as to whether the recoverable values of fixed assets and intangible assets exceed their corresponding net
recorded book values, which amount to Ps. 114,497,867 and Ps. 65,700,820, respectively. Therefore, the
Company’s financial statements may not include all adjustments that might ultimately resuit from these adverse
conditions. Future economic developments and related effects on the Company’s financial position cannot
presently be determined. Therefore, any decision taken on the basis of these financial statements must consider the
effects of these measures and their future development and the Company’s financial statements should be read
under the light of circumstances herein described.




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 1: Argentine Economic situation and its impact on the Company’s Economic and Financial Position
(Continued)

The Company records significant indebtedness. At June 30, 2002, the financial debt recorded by the
Company amounts to Ps. 635,096,633, which includes loans with financial entities for US$ 31,680,663 and a debt
with foreign holders of negotiable bonds issued by the Company for US$ 134,575,000 (in both cases, principal plus
interest accrued at period-end).

In addition, in the period ended on June 30, 2002 the Company recorded a net loss of Ps. 508,282,002,
accumulated losses of Ps. 740,567,344 and a working capital deficit of Ps. 644,794,160. Company Management is
currently defining and implementing an action plan to attempt these circunstances. While the Company believes that
there are certain alternatives available, there can be no assurance that the Company will be successful in
implementing any such alternatives or that any such alternatives, if implemented, will enable the Company to meet
its obligations.

Changes in the country’s economic conditions and the situations that have been described concerning the
Company generate uncertainty about the Company's ability to continue as a going concern. The financial statements
have been prepared assuming that the Company will continue as a going concern. Therefore, these financial
statements do not included any adjustments relating to the recoverability and classification of recorded asset
amounts or the amounts and classification of liabilities that might be necessary should the Company be unable to
continue as a going concern, requiring it to realize its assets and settle its [iabilities, including contingent liabilities,
in conditions other than those of the normal course of its business.

In view of these circumstances, in order for the Company to continue to operate normally, it is required to:
1) renegotiate satisfactorily all due dates of principal and interest payments and the terms and conditions of the
financial loans and negotiable obligations, as well as its other liabilities, on the basis of its actual ability to pay debts
and satisfactorily comply with the reorganization plan, 2) continue to adopt measures to overcome the loss of its
capital stock and/or request that new capital contributions be made, which enable it to obtain the necessary funds to
settle all its liabilities and commitments undertaken and to absorb or recover the depreciation of its fixed assets and
amortization of goodwill, and other items capitalized in intangible assets.

Note 2: Principles of Consolidation

As required by General Resolutions N° 368/01, N° 398/02 and 415/02 of the CNV, which establishes that
consolidated financial statements must be submitted following the procedure outlined in Technical Resolution N° 4
of the Argentine Federation of Professional Councils in Economic Sciences (FACPCE). The Balance Sheet at June
30, 2002 and 2001 of the Company, and the related Statements of Operations and Cash Flows for the six-month
periods ended June 30, 2002 and 2001 have been consolidated on a line-by-line basis with the financial statements
of the Company's subsidiaries in which it controls a majority of the voting shares (Note 3).

For consolidation purposes the financial statements of Enicor S.A. (a company organized under the laws of
Republica Oriental del Uruguay ("R.O.U." or "Uruguay™)) have been prepared in accordance with the accounting
standards prevailing in Argentina. Enicor S.A. used the convert/adjust financial statement translation method as
called for by Technical Resolution N° 13 of the FACPCE.

As a result of the decline in inflation in the Uruguayan economy in the last few years, this country has
ceased to be considered hyperinflationary, for which reason Enicor S.A. has decided to discontinue the restatement
of its financial statements as from January 1, 2000.




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 2: Principles of Consolidation (Continued)

The consolidated financial statements as of June 30, 200! are presented for comparative purposes, as
required by professional accounting standards and have been restated in constant currency as of June 30, 2002.
Certain reclassifications have been made to the financial statements as of June 30, 2001 in order to disclose the
information contained in them consistently with that of the current year.

Note 3: Corporate Control

As of June 30, 2002 and 2001, the Company shows the following corporate control:

Percentage of voting shares owned Closing date of the
financial statements
06.30.02 06.30.01 used
Enicor S A (RO.U) i 100% 100% 06.30.02
Panificacion Argentina S.ALC. .. 99.9999% 99.9999% 06.30.02
Capital Foods S.A..........cccooeinn. 99.9917% 99.9917% 06.30.02
Fresh FOOd S.A. (1) oiiioiiciieeic e 99.9997% 99.9997% 06.30.02
Establecimiento Elaborador de Alimentos Sacaan de Argentina
S AL (2) ettt 99.9986% - 06.30.02

(1) On February 26, 2001 the CNDC approved the acquisition by the Company of 100% of Fresh Food S.A."s capital stock (Note 25.b. to the
unaudited unconsolidated financial statements).
(2) See Note 25.a. to the unaudited unconsolidated financial statements.

The asécts and liabilities as of June 30, 2002 and 2001, and the results for the six-month periods ended at
such dates, have:been consolidated on a line-by-line basis with the financial statements of Compaiiia de Alimentos
Fargo S.A.. !

Note 4: Accounting Principles

The financial statements of the Company's subsidiaries mentioned in Note 3 have been prepared based on
accounting principles consistent with those applied for preparing the financial statements of Compaiiia de Alimentos
Fargo S.A..

1. The financial statements have been prepared in constant currency, recognizing the overall effects of
inflation, as the application of the restatement method established by Technical Pronouncement N° 6 de la FACPCE,
General Resolution N° 415/02 of the National Securities Commission and Resolution M.D. N° 3/02 of the
Professional Council in Economic Sciences of the Autonomous City of Buenos Aires (CPCECABA) and Resolution
N° 240/02 of the FACPCE has been resumed since January 1, 2002.

The application of the constant currency restatement method mentioned above had been discontinued from
September 1, 1995 to December 31, 2001, in accordance with the provisions of General Resolution N° 368/01 of the
National Securities Commission, a criterion that was accepted by professional accounting standards.

2. The following is a summary of significant accounting policies followed by the Company in the
preparation of these consolidated financial statements. These policies have been applied consistently with those of

the previous period:
a. Local currency assets and liabilities

The local currency assets and liabilities have been stated at their face value, including if applicable, accrued
interest at the end of the period.
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NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 4: Accounting Principles (Continued)
b. Foreign currency assets and liabilities

Foreign currency assets and liabilities were translated at the exchange rate prevailing on the balance sheet
date, including if applicable, accrued interest at the end of the period.

¢. Investments
Non-current:
- Investments in other companies - Advances on account of future share purchases:
The advances recorded under this caption are stated at their face value at the end of the period.
- Other investments — Properties:

The real estate properties are stated at their fair market value as of October 31, 1997, based on an
appraisal performed by independent professionals, less accumulated depreciation, calculated under the
straight-line method over an estimated useful life of 50 years. The values of real estate thus determined
were restated in the currency with a year-end value following the guidelines detailed in Section 1., net
of the corresponding accumulated depreciation.

Il

d. Accounts receivable

Accounts receivable are stated at estimated realizable values net of the allowance for doubtful accounts
which is considered by management to be sufficient to meet any future losses related to uncollectible amounts.

e. Inventories

Inventories are stated at replacement cost and/or production cost at the end of the period, which does not
exceed their recoverable values.

f. Property, plant and equipment
Properties:

The real estate properties are stated at their fair market value as of October 31, 1997, based on an
appraisal performed by independent professionals. The building improvements occurred after
such date, have been valued at their acquisition cost restated in the currency with a year-end
value following the guidelines detailed in Section 1..

Other:

The additions occurred up to August 31, 1995, are recorded at cost, adjusted for the cumulative
inflation from the date of acquisition until August 31, 1995. Additions after August 31, 1995 are
stated at their acquisition cost restated in the currency with a year-end value following the
guidelines detailed in Section I..
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NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 4: Accounting Principles (Continued)

In the case of certain fixed assets other than building where appraisals were performed prior to
the acquisition, the appraised value adjusted for inflation as of August 31, 1995, less accumulated
depreciation as of October 31, 1997, was used as the fair value recorded at acquisition date by the
Company.

The software line includes the costs that were necessary to implement an integrated SAP R/3
administrative-accounting and management control system. These charges are being amortized
following the straight - line method over five years as from the start-up date.

The values of the fixed assets thus determined are disclosed net of the corresponding accumulated
depreciation, calculated using the straight-line method, over the estimated useful lives of the related assets, which are
specified below:

Assets Years
BUILGINGS. ...ttt e et e e et beaeean 50
Buildings improvements ..o e 10

Machinery and eqUIPIMEDL..........cocoiiiiimiiire et s creee 10
FACIIIES ...ovnveirieic ettt et cr et b er e s e s 10
Computer hardWare............ccco i 5

FUIDUIE A0A FXIUTE ........v.cvveeoees e oo ssseeseseseeeeeees e seseesesseenseseereeereens 10

VERICIES ...t et s 5
Molds, plastic trays, containers, platforms and CaSes ...........ccoocvmuvnerernerirnrienenca. 5
SPAIE PATLS ....eeceirceierrere et eeseesecosiaeaesebra s eoeise et s eeeseace s nesnanesbeses resrseescarscnneniten 10

The values of the fixed assets, taken as a whole, do not exceed their recoverable value.
g. Intangible assets

Goodwill represents the excess of the purchase price paid for the companies' shares acquired over the fair
value of their net assets,

Such values arose from the Company’s (direct or indirect) purchase of shares in Fargo S.A., Pemsa S.A.,
Panificacion Argentina S.A.LC., Panino S.A., Enicor S.A., Gouguenheim S.A., Distribuidora Argentina de
Comestibles S.A.L.C.F.A., Compaiiia FEGOPRE de Valores Mobiliarios y Garantia S.A., Fluxinvest S.A., Capital
Foods S.A., Fresh Food S.A. and Establecimiento Elaborador de Alimentos Sacaan de Argentina S.A.. Goodwill has
been restated in the currency with a year-end value following the guidelines detailed in Section 1., and is amortized
on a straight-line basis over 20 years as from the month following its addition.

The aforementioned goodwill values are amortized following the straight-line method over a twenty-year
period, counted as from the month following that of their capitalization.

The Company makes regular evaluations of the recoverability of the initial investment based on updated
projections. As a result of the evaluations made during the current period and the fiscal years 2001 and 2000, the
Company decided to reduce the value of the initial investment by Ps. 177,444,489, Ps. 19,816,269 and Ps. 9,897,962,
respectively.

Other intangible assets:

o Financing fees and expenses related to bank loan: Represent expenses and fees incurred in relation to
the "Bridge Loan" obtained by the Company to issue the negotiable bonds mentioned in Note 24.a. to
the unconsolidated financial statements. These expenses were fully amortized following the straight-
line method over the term set for repaying the loan.
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Note 4: Accounting Principles (Continued)

Furthermore, this line aiso includes the expenses incurred in connection with the "Senior Secured
Revolving Credit Agreement" settled on July 27, 2000, as well as those corresponding to the
“Amended and Restated Senior Secured Credit Agreement” mentioned in Note 24.b. to the
unconsolidated financial statements. These charges are stated at cost and are being amortized on a
straight - line method over the life of the related loans.

e Expenses related to negotiable bonds: They correspond to costs and fees incurred in relation to the
issuance and registration of negotiable bonds on July 27, 1998 and March 30, 1999. These charges are
stated at cost and are amortized following the straight-line method, over the same term of the
aforementioned financing (See Note 24.a. to the unconsolidated financial statements).

e Reorganization and development of new projects expenses: They correspond to expenses incurred by
the Company regarding its reorganization (purchase of the Company’s shares and the merger process).
These expenses are stated at cost and were fully amortized following the straight-line method over a
three-year period beginning July 1, 1998. In addition, this line includes expenses relating to new
projects, which were fully amortized following the straight-line method over the term set from their
implementation.

h. Other assets
- Spére parts:

Spare parts have been valued at their acquisition cost restated in the currency with a year-end value
following the guidelines detailed in Section 1..

- Inactive Assets:

Unused assets (mainly machinery) have been reclassified under Fixed Assets, because their use has been
discontinued. These assets have been valued at their acquisition cost restated in the currency with a year-end
value following the guidelines detailed in Section 1., net of the corresponding accumulated depreciation
calculated on a straight-line basis based on the estimated useful life assigned to the assets.

- Assets delivered under a loan for use agreement:

These assets have been valued at their acquisition cost restated in the currency with a year-end value
following the guidelines detailed in Section 1., net of the corresponding accumulated depreciation calculated
on a straight-line basis based on the estimated useful life assigned to the assets.

- Promotional Materials:
These materials consist of promotional products used by the Company to promote and increase knowledge
of its brand. These assets have been valued at their acquisition cost restated in the currency with a year-end

value following the guidelines detailed in Section 1..

The value of other assets, taken as a whole, does not exceed their recoverable value.
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Note 4: Accounting Principles (Continued)
i. Provisions for litigation, contingencies and allowances
- Deducted from assets:

The Company booked a bad debt allowance based on the estimated uncollectibility risk and set up an
inventory valuation allowance, corresponding to the difference between cost and realizable values.

- Included under liabilities:

The Company is involved in legal proceedings, claims and litigation arising from the ordinary course of
business. Provisions have been established to cover losses on litigation matters and other probable
contingencies and for which amounts can be reasonably determined, based on the Company lawyers’s
report.

J. Income tax and tax on Minimum Notional Income (“Impuesto a la Ganancia Minima Presunta”)

As a result of the accumulated tax loss carryforwards, the Company did not recognize an income tax
provision at the end of the period.

Law N° 25,063 enacted a tax on minimum notional income for ten fiscal years (See Note 29.b. to the
unconsolidated financial statements). This tax is supplementary to income tax, as while the latter is levied on the
taxable net income for the year, the former is levied on the potential income from certain assets at a rate of 1%, and
the Company must pay the higher of these two taxes.

Any excess of the tax on minimum notional income over and above income tax in a given fiscal year may be
computed as a payment on account of the income tax to arise in the next ten fiscal years, as established by Law N°
25,360 published in the Official Bulletin dated December 12, 2000, thus amending the original term initially set at
four fiscal years.

The tax on minimum notional income corresponding to the current period was considered as a non-current
receivable, as shown in Note 7.

The Company periodically (annual) evaluates the recoverability of this tax based on updated projections;
therefore Compafiia de Alimentos Fargo S.A. and Establecimiento Elaborador de Alimentos Sacaan de Argentina
S.A. have covered their accumulated tax at December 31, 2001 and May 31, 2002 with an allowance, because they
have determined that the possibility of offsetting it with income tax to be generated in the terms mentioned above is
uncertain.

k. Results for the period

Income and expense items have been disclosed in the currency values of the period to which they
correspond, except for the charges for assets consumed (fixed asset depreciation, depreciation of other assets and
intangible asset amortization) the amounts of which were determined based on the values of those assets. Such items
have been adjusted for inflation applying the corresponding adjusting indexes to the historical amounts.

The gain/(loss) on exposure to inflation of the net monetary positions is the counterpart for the adjustments
made to all non-monetary asset and liability and income and expense items that were restated in the currency with a
year-end value.
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Note 4: Accounting Principles (Continued)

Financial results, exchange differences and the gain/(loss) on exposure to inflation have been disclosed
according to whether they were generated by assets or by liabilities.

L. Statement of Cash Flows

For purposes of presentation of the Consolidated Statement of Cash Flow, cash and cash equivalents as well
as banks and readily realizable investments are treated as cash. The Company follows the indirect method, which
calls for a series of adjustments to the results of the period in order to arrive at the funds generated by operations or
used for them. ’

m. Use of estimates

The preparation of financial statements requires management to make estimates and assessments which
affect the amounts of contingent assets and liabilities disclosed at the date of these financial statements, as well as the
income and expenses recorded during the period. The Company’s management makes estimates to calculate, for
example, the allowance for doubtful accounts, depreciation and amortization charges, the recoverable value of assets,
the valuation allowance for inventories and the provision for contingencies and taxes. However, the actual future
results may differ from the estimates and assessments made at the date of these financial statements.

Note 5: Cash and banks

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
(Pesos) {Pesos)

Cash (SChedule G)...ooviviceerir e e e 457,348 247,250
Petty cash 7,750 98,698
Banks in l0CAL CUTTENCY ...oveveiiiirceriiereriinre s et cesenese s aseerenereas 1,657,969 1,513,781
Banks in foreign currency (Schedule G) ..., 205,629 411,267

2,328,696 2,270,996

Note 6: Accounts receivable, net
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Current
Trade accounts receivable (Schedule G).........ococvrvoviininvcniininreseccenre e 19,328,172 44,373,652
NOLES TECEIVABIE .....oecvivierecri ettt e cesecares s renses i 973,823 2,158,628
Less:
Allowance for doubtful accounts (Schedule E)........o.cooeriivricicnminiccniaiinnns (7,554,127) (1,972,104)
12,747,868 44,560,176

Non-Current
Debtors under legal proceedings 2,746,772 4,704,512
NOES TECEIVADIE ...ttt ettt et e st res et eaaests et be s e et seessen st sersnes 343811 788,540
Less:
Allowance for doubtful accounts (Schedule E)........occocvciniicenncrivinciiiiininns (1,986,630} (3,493,710)

1,103,953 1,999,342
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Note 7: Other receivables

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
_(Pesos) (Pesos)

Current
Tax credits and WithholGIngs .......c.ococvvvicimncirn e 1,511,914 3,230,351
Advances to suppliers (Schedule G) ..o, 325,098 653,299
Companies under article 33 Law 19,550 (Note 18 and Schedule G).................. - 2,632,041
Prepaid insurance (Schedule G)........coocovveniincniicnn e 81,410 184,395
Advances t0 EMPIOYEES .......cociiriiiercrir it 127,590 140,382
Prepaid expenses (Schedule G........c.ocoiniinnin 176,656 609,559
Prepaid advertising expenses - 199,661
Receivables from legal proceedings .........cccovniiniiiiiiiiiicc 122,330 177,316
Oher (SCREULE G).cvvvvacerreericreerrecsnnressiscces s cemssssreesssessesss s rsseeesienseerees 1,070,745 1,304,537

3,415,743 9,131,541
Non-Current
ASSEE LAX CTEAIL ..uueueiirireerieciiie s eenieeeee e rteerr bttt s 5,063,895 10,374,329
Alloﬂ}vance for asset tax credit (Schedule E) ......ccoovveerereeriiiiienenncnenire (4,753,079)
Other (SCREQUIE G)..c.vovieeviieecirir et e rtsiesccr v s em s ccraesreaneees 16,290 126,731

327,106 10,501,060
Note 8: Inventories, net
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
(Pesos) _(Pesos)

GOOAS FOF TESALE.......oe et er e ssen sttt 176,137 805,890
Finished 000S.......ccviiriin s s e as s s 560,718 1,168,724
WOTK 1 PTOCESS.....vvvvves v senseesssssses s ssssnsssssssrssee s esssssers e ssssssssssnsson 235,800 578,958
Raw materials and packaging materials .............cocooevvimimcninicnine i 4,797,178 5,195,616
Subtotal (Schedule F) ...t 5,769,833 7,749,188
AdVANCES 10 SUPPLIETS.......vcuieiiinr ettt eas bt sesnas s e 1,021,231 612,130
GOOAS I HRANSIE .....evececri i invirircceiicscriosasrssesicirsssssssasisissarssssissrissssissininse 9,848 59,074
Less:
Valuation allowance of inventories (Schedule E) ........ccccoeiviirviccnnineinicnineens (5,384) (111,198)

6,795,528 8,309,194
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Note 9: Other assets

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
{Pesos) (Pesos)

Current
SPATE PAMS ...oovii ittt ce b et s e 1,892,790 2,083,809
Assets released for Sale ... e 1,241,170 -
Promotional material ...........c.c.ccoeerrennen. ettt ter et b oottt er e 254,343 494,540
OHhET ..ot b ettt ebi e 18,860 110,007
3,407,163 2,688,356
1,555,240 2,062,279
639,785 811,009
560,405 2,010,704
2,755,430 4,883,992

Note 10: Accounts payable
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
(Pesos) (Pesos)

Current
Local suppliers (Schedule G) ... s 18,021,069 48,776,029
Foreign suppliers (Schedule G) 88,518 423,567
Unbilled by suppliers (Schedule G) .....c.ccvericcicnincinicciiirecrismnecricsnennes 3,534,890 6,288,315
21,644,477 55,487,911

Non-Current

Local Suppliers (SChedule G) ... s 102,553 192,016
102,553 192,016
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(Continued)

Note 11: Short-term and long-term debt

The breakdown of this caption is as follows:

(1

-~

June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Short-term debt
Negotiable bonds — Principal amount (1) (Schedule G)......ooovoreevivirivcernn 458,400,000
Collateralized bank debt - Principal amount (1) {Schedule G).........c..cc.o.... 114,600,000 14,671,473
Collateralized bank debt — Accrued iﬁterest (1) (Schedule G).......ocoovveennn 62,096,633 13,985,276
635,096,633 28,656,749
Long-term debt
Negotiable bonds — Principal amount (1} (Schedule G).......c.cococcreenininn - 234,743,564
Collateralized bank debt - Principal amount (1) (Schedule G)..................... - 44,014,418
- 278,757,982

Details on issuance of negotiable bonds and of the Amended and Restated Senior Secured Credit Agreement are mentioned in
Note 24 to the unconsolidated financial statements.

Note 12: Salaries and social security payable

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
(Pesos) (Pesos)

Current
Salaries payable...........cocvriiniii s 1,057,268 77,853
Social security payable (1) ... s 1,187,642 2,124.975
Accrual for vacation and Other ............coovnenennineii s 1,971,931 1,059,123
Indemnities t0 PETSOMNEL .........oocieiviriirimcincir e s 569,365 250,582

4,786,206 3,512,533

(1) As a result of its failure to pay its social securities obligations, the Company took part in a Payment Facilities Regime established by National
Decree N° 338/02 covering debts with the Federal Administration of Public Revenue which fell due between January 1, 2002 and June 1, 2002.
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Note 13:  Taxes payable

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
{Pesos) (Pesos)
Current
Minimum notional income tax Provision, NEL ..........c..ccoerceirnierecsrinnnnnee 67,413 912,477
Tax on corporate indebtedness (1) 730,783 1,118,823
VAT payable, DEt (1) ... ierscencerennisisensinsssarenene 1,676,490 3,685
VAT withholdings .......c.cccocoreciins bbb 266,159 444821
Income tax withholdings................. S OO RO UUPUURURNN 158,995 264,003
Tumover tax payable, met ..o 48,888 118,112
Turnover tax withholdings...........cccoveciiiiiiniiiiiccc 95,306 163,071
ORET ...ttt e b st et e 300,682 206,005
3344716 3,230,997
Non-Current
Tumover tax payable - MOTatoria ..........ccoovviriiiiiiiiiiii s - 24,116
VAT payable, net (1) ..o, 8,229 -
“Tax on corporate indebtedness — Moratoria (1).. 70,574 -
78,803 24,116

(1) As a result of its failure to pay its tax obligations, the Company took part in a Payment Facilities Regime established by National Decree
N° 338/02 covering debts with the Federal Administration of Public Revenue which fell due between October 1, 2001 and April 1, 2002.

Note 14:  Other liabilities
The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Current
Guarantee deposits received from customers (Schedule G) .......cccccvrninn 547,072 1,090,910
Debt for the acquisition of fixed assets (Schedule G) .......ccocoevvveinennnn, 990,650 517,750
Debt for the acquisition of subsidiaries (1) (Schedule G).........cccoovveenneee 6,598,150 187,795
Indemnity agreements payable............c.eviceiiiiii e 3,600 7,042
(9711 OO OO OO URPPIPSOPPPNOISTPIN 477,654 231,317
8,617,126 2,034,814
Non-Current
Guarantee deposits received from CUSIOMETS .........c.crercreenrresiinnersinrniennes - 9,047
Debt for the acquisition of fixed assets (Schedule G) ......cccooecnncriiinnies - 285,605
Debt for the acquisition of subsidiaries (Schedule G) .........cccoovveniinnnn, - 109,547
Indemnity agreements payable ... 36,000 78,052
(01,1 SOOI RN U OUOU VOOV PP 4,800 13,107
40,800 495,358

(1) Includes Ps. 2,242,267 for liabilities in schemes of arrangement that were deducted from the purchase price of the subsidiary.
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Note 15: Net sales

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
Gain / (loss) Gain / (loss)
(Pesos) (Pesos)

Sales of bakery Products (1) oo e cr e e 82,314,275 132,802,661
Sales of sub-products and others (1).......cccoceninniniiiioniinieen 2,444 954 1,627,998
Exports reimbursements (2) .......o.oovocrocrimerocnrorniisiiersiorenniesiesonriesrienncces 194,513 23,778
Tumover tax payable (532,459) (825,894)
84,421,283 133,628,543

(1) Net sales are adjusted for discounts and retumns, if applicable.

(2) Correspond to the percentage of the FOB value of exports, which was established through a Convergence Factor provided by
Resolution N° 803/2001 of the Ministry of Economy and Public Works and Utilities, published in the Official Gazette on June
18, 2001, which regulates a temporary regime to foster exports. Furthermore, that line includes exports reimbursements, which
under Resolution N° 220/2001, were reinstated for goods exported to Mercosur country members.

Note 16: Other expenses and income, net

The b}leakdown of this caption is as follows:

June 30, 2002 June 30, 2001
Gain/ (loss) Gain / (loss)
(Pesos) (Pesos)
RECOVETY Of EXPENSES ...o.eovceiriiriri it sn s et e 34,095 67,992
(Loss)/gain from the sale of property, plant and equipment ...........cc..coocvenin. (484,410) 132,118
Indemnities to personnel (1,748,976) (636,818)
Write down of investments (NO€ 21.C.) w.covvvercrerinicriirenericee s (1,012,181) -
Loss on impairment of other assets ... (458.410)

OBRET (1) ettt s bbb n s (385,276) (693,870)
(4,055.158) (1,130,578)

(1) At June 30, 2001, the net book value of Ps. 378,426 of other unusable assets written off has been included.
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{Continued)

Note 17: Financial results, net (which include the gain/(loss) on exposure to inflation)

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
Gain / (loss) Gain / (loss)
(Pesos) {Pesos)
Generated by assets:
Interest INCOME (NOLE 18) ......iiiiriie it et ebeea s e a e 46,643 309,472
Holding on inventories, exchange dlﬁ'erences and the gain/(loss) on
eXPOSUre 10 INFIAON ..voovioviiiic i ettt e s (27,217,184) (329,813)
{27,170,541) (20,341)
Generated by liabilities:
[NEETEST EXPEIISE ... vttt ettt et es e b st s s es et e sm e (38,973,185) (19,345,485)
Holding on inventories, exchange differences and the gain/(loss) on
eXPOSUTE t0 INFIALON ..ot e s e (240,383,329) (414,023)
Amortization of bank charges and loans expenses (Schedule B) . (573,019) (567,704)
Amortization of expenses on issuance and registration of negotiable bonds
(SChEdUIE B)..c..ovioiiiciet et et ene e (752,341) (752,341)
Tax on corporate INAebtednesS ...........cccuvvrirenirrcnrerinicri et e (923,028) (1,087,084)
OHRET oo eeeeeesse s ees s esesessosses s ssonss et ees et seeneaen s s oo (141,143) (356,732)
(281,746,045) (22,523,369)
Net fINANCIAN FESUIS............oovorevecorrerrceensiesesescesssesssiseesssses s seseeessesseseres (308,916,586) (22,543,710)

Note 18: Companies under Article 33 Law 19,550

The balances and operations with companies under Art. 33 Law 19,550 as of June 30, 2002 and 2001 and

for the six-month periods ended June 30, 2002 and 2001, are as follows:

June 30, 2002 June 30, 2001
(Pesos) {Pesos)

ASSETS
Other receivables
Global Foods Co. (1) .o - 2,632,041
TOUAL ASSELS...........ceoreeeenerereie e eeete et st e eresre e e r s b nacsane e sain . 2,632,041
OPERATIONS
Interest from loans
Global Foods Co. (1)... - 119,248
TOtAl IMCOME ...ttt e s . 119,248

(1) Controlling Company of the majority shareholder of Compaiifa de Alimentos Fargo S.A..
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Note 19: Additional information on assets and liabilities

The breakdown of assets and liabilities as of June 30, 2002 is as follows:

Accounts Other
Receivable receivables Total
ASSETS (Pesos) (Pesos) (Pesos)
To mature
3 QUANET 2002 ittt et 9,539,830 2,203,281 11,743,111
4% quarter 2002 125,940 151,614 277,554
1 QUATIET 2003 L.ttt s e 8,769 46.323 135,092
2* quarter 2003 72,547 674,792 747,339
MOTE ThAT OMNE YEAT ...c.oiiiiieinircie ettt v st s s aarsesn s ae 1,103,953 327,106 1,431,059
SUDLOtAL ...ttt et s e 10,931,039 3,403,116 14,334,155
563,640 218,975 782,615
Past due 2,357,142 120,758 2,477,900
Total.... (1 13,851,821 3,742,849 17,594,670
Not accruing TIMETESE oo oereese oo eees e sece et ese s eres s en oo e e 13.237.572 3,742,849 16,980,421
AL FIXEA TAE . .ecooret e reenr s tsss st sms et esssssee s 614,249 - 614,249
(1) 13,851,821 3,742,849 17,594,670
(1) Shown net of the allowance for doubtful accounts.
Salaries and
social
Accounts Short-term and security Taxes Other
psayable long-term debt payable payable lisbilities Provisions Total
LIABILITIES (Pesos) __(Pesos) (Pesos) {Pesos) (Pesos) (Pesos) (Pesos)
To mature
3" quarter 2002 9,109,583 - 3,605,381 1,909,825 1,015,550 - 15640339
4™ quarter 2002...........covione e e 589,149 . 220,621 528,038 50,203 1,388 011
1 quaner 2003 ... 211,643 R . 24,822 900 . 237.365
2™ quarter 2003 ........ 9,765 - - 92,562 900 - 103227
More than one year... 102,553 - - 78,803 40,800 2,461,534 2,683,690
Subtotal ..o e 10,022,693 - 3,826,002 2,634,050 1,108,353 2,461,534 20,052,632
No fixed term. - 571,295,922 960,204 3,666 984,587 573,244,379
Past due ......... 11,724,337 63,800,711 - 785,803 6,564,986 82,875,837
Tatal ..ot 21,747,030 635,096,633 4,786,206 3,423,519 8,657,926 2,461,534 676,172,848
NOt ACCTUING INMETESL. co..vuererrceereietesrerrereenerssnereens 21,542,580 62,096,633 4,191,226 1,646,887 5,797,464 - 95,274,790
Ata fixed rate (1) vovcveencennonnne 204,450 458,400,000 594,980 1,776,632 2,860,462 2,461,534 466,298,058
At a variable rate (2)...coccoveirerveeinrnrinneaseenens - 114,600,000 - - - 114,600,000
21,747,030 635,096,633 4,786,206 3,423,519 8,657,926 2,461,534 676,172,848

(1) Negot
(2) The loan agreement called "Amended and Restated Senior Secured Credit Agreement” accrues an annual interest rate of 9.9375%.

iable bonds accrue interest at an annual rate of 13.25%.
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 20: Assets collateralizing debt

Further to the information provided in Note 18 to the unaudited unconsolidated financial statements of
Compaiiia de Alimentos Fargo S.A., in connection with the new loan agreement referred to in Note 24.b. to the
unaudited unconsolidated financial statements, the Company has granted new security in favour of Bankers Trust
Company, instead of the earlier security granted to it, as follows:

- Pledge on subsidiaries’ shares: senior pledge on the Company’s equity interests in its controlled companies
Panificacion Argentina S.A.L.C., Capital Foods S.A. and Enicor S.A..

To comply with the provisions of the loan agreement, on May 24, 2001, a senior pledge was set up on Fresh
Food S.A.’s shares that had been acquired by the Company (Note 25.b. to the unaudited unconsolidated financial
statements).

- Pledge on trademarks: senior pledge with conveyance on certain trademarks owned by the Company, as
well as of its controlied companies Panificacion Argentina S.A.I.C. and Capital Foods S.A., for up to US$ 30
million.

- Pledge on Machinery and Mortgages: senior pledges and mortgages with conveyance on certain
machinery and properties owned by the Company and its controlled company Panificacion Argentina S.A.L.C. for up
to USS 30 million in each case.

As of June 30, 2002, the breakdown of assets subject to a security interest is as follows:

Institution that Amount owed at Type of
Description Book value grants the loan 06.30.02 guarantee
Properties 34,355,448 Bankers Trust Company (2) 121,020,133 - Mortgage (3)
Machinery 17,816,988 Bankers Trust Company (2) 121,020,133 Pledge (3)
Trademarks [€)] 29,995 Bankers Trust Company 2) 121,020,133 Pledge (3)

(1)  As of June 30, 2002 they were fully amortized, except for the Capital Foods S.A. trademarks.

(2) This relates to the new loan agreement for US$ 30 million, plus interest accrued at the end of the period (Note 24.b. to the
unaudited unconsolidated financial statements).

(3) The principal secured is for up to US$ 30 million for each type of collateral.

Note 21: Significant events

a. Because of the Company’s difficult economic situation and the deep economic crisis in Argentina,
the Company failed to pay the interest accrued on negotiable obligations in the amount of US$ 7.9
million, which became due on February 1, 2002. The Company communicated this non-fulfillment
to the regulatory agencies in due time and also informed Citibank N.A., as trustee, about its
intention to restructure its obligations under the trust agreement in order to reflect Argentina’s
present prospects and the Company’s ability to generate cash flows.

As a result of the situation mentioned in the previous paragraph and taking into account that the
Company did not settle its obligations within the 30-day term established in the contract, all the
terms established under the trust indenture can be declared overdue by the trustee, by giving written
notice to the Company, or by the holders of negotiable obligations accounting for at least 25% of
total principal, or by the trustee at the request in writing from those holders, so that the total sums
due under the trust indenture will be immediately claimable.
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 21: Significant events (Continued)

At any time once all the terms have been declared lapsed, as mentioned above, and until the trustee
or any of the bondholders obtain a ruling for the payment of the amounts owed under the trust
agreement, the bondholders representing the majority of the amounts owed, through a written
notification to the trustee and the Company, can revoke such statement and its consequences,
provided (i) the Company pays to, or deposits with, the trustee an amount which is sufficient to
cover the payment of all interest due, unpaid principal (owed for reasons other than the declaration
of lapsing), additional amounts or premiums, if applicable, which may be due and payable plus
interest accrued on those amounts and any expenses incurred by the trustee, its agents or advisors,
and (ii) all other non-fulfiliment, if any, is remedied or waived.

The above does not infringe the bondholders’ individual rights, as they are entitled to file a
summary lawsuit against the Company to claim payment of the principal, interest, and additional
amounts, if any, which may be due and payable under section 29 of the Negotiable Obligations
Law.

In addition, after the close of the period, the Company could not meet the payment of interest
accrued on the negotiable obligations for US$ 7.9 million, which fell due on August 1, 2002.

b. At the end of the period, the Company has failed to comply with some economic and financial
- indicators included in the loan agreement mentioned in Note 24.b. to the unaudited unconsolidated
financial statements, related to minimum EBITDA levels, consolidated shareholders’ equity,
‘consolidated interest rate coverage and consolidated indebtedness level, as well as the payment of
“the first principal installments for US$ 1.5 million, US$ 2 million and US$ 4 million, which were

due on August | and November 1, 2001 and May 1, 2002, respectively. In addition, the Company
also failed to comply with the payment of interest on this loan for US$ 650,389 and US$ 601,368,
which was due on February 1, 2002 and May 1, 2002 respectively.

After the close of the period, the Company was also unable to meet the payment of interest accrued
on such loan for US$ 646,875, which fell due on August 1, 2002.

Because of the market situation and these selective non-fulfillments, the Company is renegotiating
the due dates for the principal and interest installments under the loan mentioned above. The
Company’s Management expects to satisfactorily conclude renegotiation of the terms of the loan
and obtain the corresponding waiver from Deutsche Bank and Bankers Trust Company on the
understanding that there are no factors that might adversely affect such negotiation. If the Company
does not remedy the present situation or does not reach an agreement, the administrative agent
(Bankers Trust Company "B.T.") can request the early repayment of the entire loan amount.

The lack of such an agreement might also affect the original terms of the issue of negotiable
obligations described in Note 24 paragraph a. to the unaudited unconsolidated financial statements,
and the principal owed (US$ 120 million) may have to be repaid early.

c. On March 6, 2002, Compafiia de Alimentos Fargo S.A. acquired 99.99% and 0.01% of the capital
stock and votes of Establecimiento Elaborador de Alimentos Sacaan de Argentina S.A. from
International Bakery Company and Fernando M. Carcavallo, respectively, with effective date
December 31, 2001.
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 21: Significant events (Continued)

On June 5, 2002, the Company transferred to Panificacion Argentina S.A.LC. an ordinary,
registered, non-endorsable share, with a face value of de Ps. 10 and entitled to one vote, which
represents 0.0014 % of the capital stock and voting rights of Establecimiento Elaborador de
Alimentos Sacaan de Argentina S.A..

At June 30, 2002, the balance of the price for this acquisition is approximately US$ 6,5 million.

In addition, during the current period, even though the Company continued to be affected by the
profound economic recession, it had to recognize a higher value of Ps. 1,012,181 in respect of the
debt for the acquisition of the subsidiaries without a counterpart in the allocation of values to
assets, so such value had to be expensed as “Write down of investments™ and included in Other
expenses and income, net.

d. Filing for Creditor Protection

Considering the impossibility of the Company complying with its short-term obligations as a result
of the sharp fall in its sales, the use of all its lines of credit available and the impossibility of it
meeting its financial obligations as detailed in Note 24 to the unaudited unconsolidated financial
" statements, the imminent due date of the refinancing agreed with strategic suppliers that will be
' impossible for the Company to meet and, mainly, the current situation of the Company’s funds that
" has not only made it impossible for Fargo to meet the mentioned refinancing, but also to continue
operating, on June 28, 2002, the Company filed for creditor protection {See Note 1 to the
unaudited unconsolidated financial statements).

On August 13, 2002, the Court ordered that creditor protection be granted, which is being heard by
the Federal Court of First Instance on Commercial Matters N° 20, in charge of Dr. Rall A.
Taillade, Clerk’s Office N° 39, in charge of Dr. Ana V. Amaya, the Law Firm Abrigator, Callea y
Nighenzani and the Law Firm Cardero, Rojas, Muifiiz y Asociados having been appointed as
Trustee and General Trustee, respectively.

At the date of preparing these financial statements the legal terms established for filing the proof of
claims had not expired, so creditors may file petitions for proof of claims within a term of up to two
years as from the date on which the filing for creditor protection takes piace. Upon expiration of
this term, the extinction of the obligation will take place due to the running of the statute of
limitations, pursuant to Section 56 of Law 24,522. Furthermore, a proposal for the insolvent’s
reorganization is still pending, so the final amount of the debt and its method of payment have not
yet been determined. Therefore, the amounts and payment terms mentioned in these financial
statements might be modified as a result of this proceeding. The Company has not estimated or
recorded any provision for the related professional fees and/or expenses that could be set or
incurred as a result of this proceeding.

24




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 21: Significant events (Continued)
e. Enicor S.A.

Compaiia de Alimentos Fargo S.A. has been exporting its products to Uruguay, marketing them
through Enicor S.A., a subsidiary of the Company in that country. In 2001, the volume of those
sales reached approximately 4.5% of total sales by the Company; but as a result of the distortion
generated by the exchange regulations recently enacted in Uruguay (which do not allow companies
to transfer foreign currency abroad to pay import amounts within a term of less than 180 days,
regardless of the commercial conditions agreed by the parties), plus the specific duties that country
has imposed on certain products, which include those exported by Fargo, such operation is now
impossible and uneconomic. '

In view of the above, since July 2002 Enicor S.A. has ceased to import and sell its products and, for
this reason, at the date of issue of these financial statements the Company was evaluating an action
plan to determine the situation of its subsidiary in the future.
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
Unaudited Consolidated Balance Sheet as of June 30, 2002 and 2001

Other Consolidated Investments

Schedule D
Net book value as of Net book value as of
June 30, 2002 June 30, 2001
Principal account and characteristics _(Pesos) (Pesos)
Current
TIME DEPOSILS c.vverieceriencie ettt e 1,590,755
1,590,755
Non-Current
Properties - Net carrying valUe ... s 246,661 302,925
246,661 302,925
TOtAl ... e 246,661 1,893,680
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
For the six-month periods ended June 30, 2002 and 2001
Unaudited Consolidated Provisions

Schedule E
Value at the Additions due to
beginning of the  the acquisition Additions for Deductioas for Balaace as of Balance as of
period of subsidiaries the period the period June 30, 2002 June 30, 2001
Items {Pesos) (Pesos) (Pesos) (Pesos) (Pesos) (Pesos)
Deducted from assets
Allowance for doubtful accounts .... 13,767,305 . - 3475154 (7,701,702) 9,540,757 5.465.814
Obsolescence / slow moving reserve ......... 1.823 - 3,561 - 5384 111,198
Allowance for assets tax ..... 9,326,735 - - (4,573,656) 4,753,079
Subtotal 23,095.863 - () 3478715 (12,275,358) 14,299,220 5,577,012
Included under non~current liabilities
Provisions for [awsuits ............ccccninnn. 4,576,035 - 535,681 (2,650,182) 2,461,534 4,266,809
Subtotal 4,576,035 - (2) 535,681 (2,650,182) 2,461,534 4,266,809
Total as of June 30, ZQGZ ......................... 27,671,898 - 4,014,396 (3) (14,925,540) 16,760,754
Total as of June 30, 2001 .......c.....c.ocnnne. 8,623.266 30,253 1,624,801 (434,499) - 9,843,821

(1) Ps. 3,335,585 are'included in Schedule H and Ps. 143,130 comresponding to conversion of initial balances are included in “Financial results, net (which
include the gain/(loss) on exposure to inflation)” (Note 17).

(2)  Shown in Schedule H.

(3)  Ps. 13,999,148 have been included in “Financial results net (which include the gain/(loss) on exposure to inflation)” (Note 17) due to the restatement to
constant currency of the opening balances and charges for the period.

30




COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
For the six-month periods ended June 30, 2002 and 2001
Unaudited Consolidated Cost of Sales

Schedule F
June 30, 2002 June 30, 2001
(Pesos) (Pesos)

Inventory balance at the beginning of the period...........cocoervmmcniniriricicriecne, 5,677,862 6,839,023
Additions due to the acquisition of subsIdiaries ..........cc.ccoceiieiirie e - 38,780
Plus:
Purchases for the PErIOd ..........cccoerineinirn e et s bessr et es 34,524,689 38,549,591
Production expenses (Schedule H) ... 20,609,139 30,987,980
Less:
Inventory balance at the end of the period (Note 8) .........ccocoviniiiiiniicnes (5,769,833) (7,749,188)
COSEOF SALES ..ot 55,441,857 68,666,186
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
Unaudited Consolidated Balance Sheet as of June 30, 2002 and 2001
Consolidated Foreign Currency Assets and Liabilities

Schedule G
June 30, 2002 June 30, 2001
Current  Amouat io local Current Amount in locat
Type and smount of  exchange currency Type and amount of  exchange currency
foreign currency rate (1 v 2) (Pesos) foreign currency rate (3) (Pesos)

ASSETS
Current Assets
Cash and Banks ... increnennns Uss 40,398 3.82 154,322 USS 411,854 1 411,854
Cash and banks ... . US3 19,758 3.70 73,106 US$ - - -
Accounts receivable, net ..o Uss 244,508 3.82 934022 USS 355,189 1 355,189
Accounts receivable, net ... . USS 84,682 3.70 313,325 USS - -
Other receivables ........oooeiverineecviieienes Uss 4,730 18 18,067 US$ 3,083,308 | 3,083,308
Other receivables ......covveeireenienienn e uss 48,865 3.70 180,801 USS$ - -
Total Current Assets..... 1,673,643 3,850,351
Non-Current Assets .
Other receivables ........ {SPOTROOTRRRPUON Uss - - - uss 28,697 1 28,697
Advances to suppliers (purchase of
property, plant and equipment) ................. uUss 44,000 3.82 168,080 USS$ 164,191 1 164,191
Total Non-Current Assets...........ccocoeees 168,080 192,388
Total ASSEES ....ooooviviiecr e 1,841,723 4,043,239
LIABILITIES
Current Liabilities
Accounts payable.... . US$ 417,164 382 1,593,568 US$ 2,131,536 1 2,131,536
Accounts payable...........coooioiiiinennn Uss 215468 3.70 797,233 USS - - -
Short-term debt........coocrevniiniiincinennns Uss 166,255,663 3.82 635,096,633 US$ 28,656,749 1 28,656,749
Other liabilities ....c..ocoocovorrevcrncnicociecens USs 271436 3.70 1,004312 USS 715,561 1 715,561
Total Carrent Liabilities..............c...c..... 638,491,746 31,503,846
Nou-Current Liabilities
Account payable ... Uss - - - uss 99,649 1 99,649
Long-termdebt ..o iinicnnnens Uss . - - US% 278,757,982 1 278,757,982
Other liabilities ...ovococeercrnvircevcccnseennee. USS - - - US$ 395,152 1 395,152
Total Non-Carrent Liabilities ................. - 279,252,783
Total Liabilities ..........cccoovenicircincnnnens 638,491,746 310,756,629

(1)  Average exchange rate in effect at June 30, 2002 established by Banco Nacion Argentina: USS 1=$ 3,82

(2) Enicor S.A., a Company under Article 33 of Law N° 19550, applied the interbank selling exchange rate in effect at June 30, 2002 adopted by the Central
Bank of Uruguay: USS 1= $ 3,70.

(3) Official exchange rate prevailing at June 30, 2001.
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
Unaudited Consolidated Information required
under Art. 64, clause (b) of Law 19,550
For the six-month periods ended June 30, 2002 and 2001

Schedule H
General and
Total as of Administrative Total as of
June 30, 2002 Production cost Expenses Selling Expenses June 30, 2001
Item (Pesos) : (Pesos) (Pesos) (Pesos) {Pesos)
Fees and payments for services........... 2,637,080 517,032 1,502,460 617,588 4,832,406
Salaries and Wages.........ccounrereinnns 14,970,253 7,250,094 2,919,860 4,800,299 26,441,427
Social security contributions............... 2,919,460 1,517,829 484,392 917,239 4,804,076
Travel and other employee expenses .. 1,111,732 479,710 208,398 423,624 2,625,822
Freight and transporation.................. 6,759.310 40,993 890 6,717,427 10,114,067
Advertising and promotion ................. 7.862:837 - B 7.862,837 11,408,115
Insurance ... 258,901 85,416 38,699 134,786 378,661
Import and export expe“nses ................ 134,131 - 2249 131,882 259,619
Security services l 573,832 398,724 29,070 146,038 835,150
Electricity, fuel, maintenance and
TEPAILS .. ovcrcverr e e nameensere s serenernens 3232418 2,103,801 492,428 636,189 5,534,269
Taxes and contributions..........cc.ccconen.. 2,252,298 779,481 765,062 707,755 3,119,873
Depreciation of fixed assets................ 9,749,191 6,771,059 1,104,049 1,874,083 9,049,263
Amortization of intangible assets........ 186,433,305 - 186,332,536 100,769 10,837,164
Depreciation of other assets................ 345,436 - - 345,436 246,282
Defaulting debtors .......ccccuvrvvrerecnnns 3,335,585 - - 3,335,585 1,130,912
LAWSUILS oevoeivecremreier e 535,681 280,973 67,529 187,179 493,889
LeASES....cumivieercrceanrincmmsnerersneseesenians 807,389 154,340 67,317 585,732 1,670,967
(07317 S 979,984 229.687 332,961 417,336 1,720,891
Total as of June 30,2002.................. 244,898,823 20,609,139 194,347,900 29,941,784 -
- 30,987,980 20.998.198 43,516,675 95,502,853
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES
Consolidated Summary of Activities
For the six-month periods ended June 30, 2002 and 2001

1. BRIEF COMMENTS ON THE ACTIVITIES OF THE COMPANY

The following analysis should be read in conjunction with the financial statements of the Company at June 30,
2002 and 2001, which have been prepared following the guidelines of General Resolutions N° 368/01, 398/02
and 415/02 issued by the National Securities Commission.

The Company recorded net sales of Ps. 84.4 million during the first half of 2002, 58.2% less than in the same
period of the previous year. These sales, which were lower by Ps. 49.2 million, have been due to two factors:
lower sales for sliced bread, buns, frozen dough and others strongly influenced by the effect on the industry of the
low levels of activity by the Argentine economy, and also because of the recognition of the effects of inflation,
with the adoption as from January 1, 2002 of the restatement method established by Technical Resolution N° 6
(See Note 4 to the unaudited consolidated financial statements).

Operating costs (cost of sales and administration and selling expenses) during the first six months of 2002 were
Ps. 279.7 million, compared to Ps. 133.1 million in the previous year, an increase of 110%.

In spite of the reduction that took place in operating expenses in general, mainly under the headings of salaries
and wages and social security, which were down Ps. 11.5 million because of the personnel reduction that took
place, a cut of Ps. 6.9 million in advertising expenses, promotion and distribution expenses, the increase has been
due to an increase in the amortization charge for intangible assets for Ps. 175.6 million compared to the same
period of the previous year and to the recognition of the effects of inflation (See Note 4 to the unaudited
consolidated financial statements).

Financial results were a loss of Ps. 308.9 million in the first six months of 2002, Ps. 286.4 million more than in
the same period of the previous year. The increase in these expenses has been due to the fact that on January 6,
2002 the National Government approved Law N° 25,561 (Law on Public Emergency and Reform of the
Exchange System) which represented a profound change in the economic model that had been followed until then
and the change of the Convertibility Law passed in March 1991 and the recognition of the effects of inflation
(See Notes 1 and 4 to the unaudited consolidated financial statements).

2. BALANCE SHEET STRUCTURE

At 06.30.02 At 06.30.01 At 06.30.00 At 06.30.99 At 06.30.98
(Pesos) (Pesos) (Pesos) _(Pesos) (Pesos)

Current Assets 28,694,998 68,551,018 68,941,796 65,770,053 39,731,467
Non-Current Assets 184,631,837 436,977,208 469,720,043 455,637,100 439,774,475
Total Assets 213,326,835 505,528,226 538,661,839 521,407,153 479,505,942
Current Liabilities 673,489,158 92,923,004 114,704,092 71,689,476 245,245,756
Non-Current Liabilities 2,683,690 283,736,281 240,674,787 238,512,679 7,139,011
Total Liabilities 676,172,848 376,659,285 355,378,879 310,202,155 252,384,767
Minority interest - - - - -
Shareholders' Equity (462,846,013 128,868,941 183,282,960 211,204,998 227,121,175
Total Liabilities and

Shareholders' Equity 213,326,835 505,528,226 538,661,839 521,407,153 479,505,942
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES

Consolidated Summary of Activities
For the six-month periods ended June 30, 2002 and 2001

3. INCOME CTURE
. comme .
For the six-month Ror the six-month | For the six-tonth | Far the six~month For the six-mnonth
petiod endded June | period ended June | pericd ended June | period ended June | period ended June
30, 2002 30, 2001 30, 2000 30, {999 30, 1998
(Petos) [Pesas) {Pesos) (Pesas) (Pesgs)
Operating (loss) / profit (195,310,258) 447,484 6,856,198 9,488,834 6,972,702
Other expenses and income, et (4,055,158) (1,130.578) (643,190) (7,904.694) (222,355)
Financial results, net (which
include the gain/(loss) on cxposure
1o inflation) - (Joss) (308,916,586} (22,543,710) (21,544,633) (18,803,298) (20,156,270)
Equity in incotne of affiliared
cotpany - Profit . - - 39,145
Net operating joss before income
tax (508,282,002) (23,226,804) (15331,6825) (17.219,158) (13,366,718)
(1.223,043)
- (4,954,294)
{15331.625) (17,219,158 (19.544.115)
(15331,625) (17,219,158 (19,544,11
Sales Volume Dothestic Mkt
Jom) Sutes (¢
A At At A A A M
108.350.98 .02 { 06.30.01 |08,30.00§0¢ X192 { 08,3098 083095 108.2098
839 1630 1408] 1960 7122 514
14,509 17.708| 17,7711 18.414) 17088] 1ato0f 12.083| 1728 17631 1739 0| %
2.000| 10es] 7e30| 3ss2| 2078] woor] 1osr| 7an| sesz| 21ca] 29m| ss0a| 2.1e| sese| 2087 ) al
9 5.952] 6.583) & , 300t 7. 6,561 163
5. BATIOS
I At 06.30.02 At06.30.01 At 06.30.00 ALUS.30.99 AL06.30.98
(Pesos (Pesos) (Pesos) (Pesos) | (Pesos)
Current ratlo 0.04 074 0.60 0.92 0.16
Debt-to-Equity (1.46) 292 1.94 147 111
fitsbiliry before income tax | -1118.7% A53% -7.2% 7.5% -5.6%
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COMPANIA DE ALIMENTOS FARGO S.A. AND SUBSIDIARIES

Consolidated Summary of Activities
For the six-month periods ended June 30, 2002 and 2001

6. BRIEF COMMENT ON THE COMPANY'S PROSPECTS

1t is the Company’s intention to continue to be the Jeader in its traditional lines and to strengthen the lines launched
in recent years. The Company will continue actively seeking improvements in revenue, and therefore it is working
on increasing its sales level, improving the assigning of resources and reducing costs.

Buenos Aires, August 23, 2002

Marcelo Aubone
President
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Compaiiia de Alimentos Fargo S.A.

Free English translation of Unaudited Financial Statements
as of June 30, 2002 and 2001 and for the six-month periods
ended June 30, 2002 and 2001 as filed with the CNV

and the Buenos Aires Stock Exchange on August 28, 2002
(Such statements were issued in local currency in accordance with
Argentine generally accepted accounting standards)




COMPANIA DE ALIMENTOS FARGO S.A.
UNAUDITED UNCONSOLIDATED BALANCE SHEET
as of June 30, 2002 and 2001
(Such statements were issued in local currency in accordance with
Argentine generally accepted accounting standards)

(Notes 3 and 4)
Juue 30, 2002 June 30, 2001
ASSETS (Pesog) {Pesas)
Currenit Assets :
Cazh and banks (Note 5 and Schedik G)..... 2120297 202112t
Investmants (Scheduls D) . 1,390,738
Actounts reccivable, net (Notes 6, 19 and 21 and Sehedules E and G) 14,511,673 43,978,856
Othor receivables (Notes 7, 19 and 21 snd Seheduk O)...ovvvrerererecrennran 3,093,411 8,085,940
Inventories, net (Note 8 and Schedule E ) 6,776,293 8,111,673
QOther asyets (Note 9 2,165,993 2,688,356
Total Cirrent Assets 28,672,667 66,476,701
Non-Current Assets
Acwounts receivible, net (Notes 6 and 21 and Schedule B) 1,078,203 1,903,700
Qther rooeivables (Notes 7, 21 and Schedules E and Q). vvvvusnccansssssrsens 15172 10,088,451
Investrents (Schwdules C and DY 22,278,287 34,768,067
Property, plant and equipment, net (Schedules A and G) ..c.uvsssssniemssssiassnns 88,556,409 102,177,326
Intangible assets, net (Schedule B) 65,670,823 282,861,957
Other assets (Note 9) 2.597,994 3,449,803
Total Non-Current Assets ... 180,236,388 435,309,574
TQTAL ASSETS 208,909,655 301,786,278
LIABILITIES
Current Linbilitles
Accounts payable (Notes 10, 19 and 21 and Schedule G o.ovoneoecee i 22,467,983 55,688,048
Shost-term debt (Notes 11 and 21 and Schedule G) .. 635,006,631 28,656,740
Salaries and social secutity paysble (Notes |2 and 21) 3882249 2,864,288
Taxes payable (Notes 13 and 21) 1,194,601 1,124,953
Other lishilities (Notes 14,19 and 21 and Schedule G) 4,068,609 815,68
Total Carrent Linbitites ‘ . SeTIoun — 21149719
NoteCurretit Linbilities
Accounts payable (Notes 10 and 2] and Schedule G) 102,583 192,016
Long-term debt (Notes 11 and 21 and Schedule G). - 718,151,982
Taxes payable (Notes 13 and 21) . 78,803 .
Other Liahilities (Notes 14 and 2) and Schedules € and G)..cvnimmencniiiiiane 1,255,487 200.448
Provisions (Note 23 and Schedule E) 1,608,784 2,508,169
Total Non-Current Lisbilitles........ 3,045,597 281,767,615
TOTAL LIABILITIES.................... 671,755,668 37291734
SHARRHO! DRPRS' BQUITY (462,846.013) 128,868,04)
TOTAL LIABILITIFS AND SHAREHOLDERS' EQUITY........ .1 e 01788275

The accompanying notes and schedules are an tntegral part of these unaudited unconsolidated financial statements.

Marcelo Aul
President
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COMPANIA DE ALIMENTOS FARGO S.A.
UNAUDITED UNCONSOLIDATED STATEMENT OF OPERATIONS
For the six-month periods ended June 30, 2002 and 2001
(Such statements were issued in local currency in accordance with
Argentine generally accepted accounting standards)

(Notes 3 and 4)
June 30, 2002 Jume 30, 2001
, . _{Pesos) (Pesos)

Net sales (Note 15) 83,322,702 131,628,751
Cost of sales (Schedule P) (55,643 487) (65.371,441)

Gross profit.. 271.679,215 62.257310
Selling expenses {Schedule H) (27,991,907) (41,195,295)
General and Administrative expenses (Schedule H) (193,620,275) {19.978,778)

Operating (loss¥profit (193,932,963) 1,083,237
Equity in loss irom controlled companies (Note 20} . 3517276 (1.542,604)
Other expenses and income, net (Note 16).., {2,610,226) (668,176)
Financial results, net {which include the gain/(loss) on cxposure to inflation) (Note 17):

Generated by assets (27.391,649) (26,954)

Oenerured by labiliries , {287,864,440) (2072.26T)

Net ioss for the perjod (508.282.09& {23.226.804)

The accompanying notes and schedules are an integral part of these unaudited unconsolidated financial statements.

Mauarcelo Aubone
President
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COMPANIA DE ALIMENTOS FARGO S.A.
UNAUDITED UNCONSOLIDATED STATEMENT OF CASH FLOWS
For the six-month periods ended June 30, 2002 and 2001
(Such statements were issued int local currency in accordatice with
Argentine generally accepted accounting standards)

(Notes 3 and 4)
June 30, 202 June 30, 2061
Pesey) [Peses)
CHANGES IN FUNDS
Funds at the begizaing of te pericd $.785,601 981172
B i Funds (3.668,204 (5.100.453)
Funds et the end of the period 2,120,297 3.61 16
CAUSES OF CHANGES IN FUNDS
Nai Joss for the period (508,282,002) (23.226,804)
Pl Itewe net uhnhg of funds
Deprecistion of property, phal and equipment 8,594,572 8,508,095
Equity in gainkioss) from conirolled conpaties 3,517.219) 1.342,60d
Net book vilue of uther assets sald 1,409 22,637
Net book vatie of other assets docrorses 131,219 189,283
:uﬁxgm.m::wa;nm 812,851 39.942
et propeity, equipment 50 29,400 84,663
Amortization of intangible assets 187.657,89¢ 12,044,408
Accrued salaries and scial scourity pendiig peytetit 1042416 1,869,377
[ndemnitics pending 207,684 125,9%9
in provisien for lawsvits 442812 328024
Increase in allowance for doubtfut 2.964.763 1.042,379
Depreciation of other asscts 103,349 108.240
Acttued (Marest pending payment 38,159,693 13.993.810
Accrtied tax on corporate | dage 923.0%8 1.118,823
interast recatvabin - (119.248)
Holding on jnventoriss, sachange differeaces sng the gainv{loss) on exposure 10 inflation ......... 274,009,041 389,974
Restatemetnt 10 consiant curency of cash a( beginning of year (2.528024) .
Gain from t4e sake of property, plart and squipaest i instaliments . (17,600}
QOther 68 567 88,148
Changes in mesets and Uabilitie
Acesunls payshls (4.373,040) 9.202.208
Accounts recefvable. 952,478 3,649,544
Gther teceivable (837,795 2310478
in 1.990.308 (1.734.882)
102,727 (613.624)
Saisries and tocial secirity prysiile 2,118,232 (2.699,171)
Tarcs 1190,798) (3,319,090
Proviskos {or tawsuits {162.397) {209.67T}
Other tiatilitting 1,569,420 15.39%)
Total of Rinds (tsed in] provided by operactuy acrvivies T Eseay Z879.579
Funds (waed n) provided by investments activities
Acquistilon of propetty, plug ind equipmant (1.092,149) (5.463.188)
Expenses on intangiis seets 127.500 (3,086,359
Acquisition of subsidiaries . (198.943)
215,182)
Advances for the p of ¥ares - (361,032)
Total of Ainds wetd 11 investments activities (1,119.679) _(8.924.908}
franciel activities
Furnds (notd in) m by s
Tolud of fusds wsesd in Snaacial sctivitie - (19,i4.926)
Decreune i . ERITE:) IR
Supplesentel information Junwe 30, 3002 June 30, 200t
cuth Sows TPeses). Petat
« Cxmversion of mxomsts cxlvabis ke Urevoveble i 458,330 1,967,566
+ Conversion of other recedvables it lr:wdhmibm . ‘%g
of property, plact exd aquipnent in bestallments . )
g l\:rh-ppi'-l.:m - 3326592 20743
The sccompmaying fotes and schedules are sn brocgral pact of thase unsudited unconsolidesed financial rateinents,
Marcelo Aubol
President
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COMPANIA DE ALIMENTOS FARGO S.A.
NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
For the six-month periods ended June 30, 2002 and 2001
(Such statements were issued in local currency in accordance with
Argentine generally accepted accounting standards)

Note 1: Company’s Activities — Filing for Creditor Protection

Compaiiia de Alimentos Fargo S.A. was organized under the laws of the Republic of Argentina in
1997, and registered with the Public Registry of Commerce of the City of Buenos Aires, under the name of
“Band P S.A.",

In view of its corporate purpose, in October 1997 the Company acquired 84.3% of the shares in
Fargo S.A., Panificacion Argentina S.A.L.C., Compaiiia Fegopre de Valores Mobiliarios y Garantia S.A.,
Gouguenheim S.A., DACSA Distribuidora Argentina de Comestibles S.A.L.C.F.A., Pemsa S.A., Panino
S.A. and Enicor S.A. (the latter company being located in Uruguay).

Subsequently, on May 29, 1998, the Company acquired the remaining minority interest (that is,
15.7% of the shares) in all the companies mentioned above, and sold its interest in Panino S.A., a company
engaged in the manufacture of various types of sandwiches.

Effective June 1, 1998, in order to streamline its existing structures, improve its available
resources through the unification of the operating, business, administrative, financial and personnel
structures and the cutting back of operating expenses, a merger was agreed between Compaiiia de
Alimentos Fargo S.A., as the merging and succeeding company, and Fargo S.A., Compaiiia Fegopre de
Valores Mobiliarios y Garantia S.A., Gouguenheim S.A., DACSA Distribuidora Argentina de Comestibles
S.AICF.A. and Pemsa S.A., as the merged companies. As from that date, all the assets, liabilities, rights
and obligationsJ of the merged companies were transferred to Compaifiia de Alimentos Fargo S.A., the latter
carrying on with the business activities of the former companies.

Compaiiia de Alimentos Fargo S.A. is the largest producer and distributor of industrial bread and
bakery products in Argentina, and has an approximate 54% share (measured based on volume) of the
Argentine industrial bread market, which includes sliced bread and buns for hamburgers and hot dogs sold
by retailers. Furthermore, Fargo is the only company that supplies buns to Mc Donald’s in Argentina and
one of the largest producers and distributors of frozen dough, which is used to bake traditional bread,
including baguettes. The broad lines of products of the Company also include sweet products, tapas and
other foodstuff products, which include those manufactured by the Company (breadcrumbs), and other
products acquired from third parties.

Fargo has a larger installed manufacturing infrastructure and a larger distribution network than
any other bread manufacturing company in Argentina, and markets its products under brands highly
recognized on the market for their top quality, which include “Fargo”, “Lactal”, “Sacaan” and “Bertrand”.
The number of varieties of sliced bread and buns marketed is greater than that of the other companies
engaged in the manufacture of industrial bread. These varieties include different types of soft white, table,
grain, whole-wheat, rye breads, etc..
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COMPANIA DE ALIMENTOS FARGO S.A.

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 1: Company’s Activities — Filing for Creditor Protection (Continued)

The main market for the products that Fargo manufactures is Argentina, with distribution centers
located in various parts of the country, from where the demand for products is met. Nevertheless, Fargo has
been exporting its products to Uruguay, marketing them through Enicor S.A., a subsidiary of the Company
in that country. In 2001, the volume of those sales reached approximately 4.5% of total sales by the
Company; but as a result of the distortion generated by the exchange regulations recently enacted in
Uruguay (which do not allow companies to transfer foreign currency abroad to pay import amounts within
a term of less than 180 days, regardless of the commercial conditions agreed by the parties), plus the
specific duties that country has imposed on certain products, which include those exported by Fargo, such
operation is now impossible and uneconomic.

In view of the above, since July 2002 Enicor S.A. has ceased to import and sell its products and,
for this reason, at the date of issue of these financial statements the Company was evaluating an action plan
to determine the situation of its subsidiary in the future.

As in the case of most companies during the last decade, Fargo’s industrial and business
activities have been affected by the economic crisis Argentina has been enduring but, undoubtedly, the
profound recession in which Argentina has been immersed for approximately four years now has led to a
sharp and unpredictable decline in Fargo’s sales levels and to a significant decrease in its profit margins,
particularly during the last two years.

During the current year, as a consequence of the devaluation of the peso, the situation of Fargo worsened
due to the following:

- The principal inputs used by the Company, such as flour, yeast, polyethylene, etc., are commodities
and are therefore governed by international prices. As a result, the price of those inputs is directly
affected by the fluctuations in the quotation of the US dollar.

This situation led to increases of more than 250% in the price of the most essential inputs involved in
the production process which, due to the market conditions, could not be passed on to prices and had to
be absorbed by the Company, substantially affecting its results and liquidity levels, and consequently,
its sales volume, which fell 25% compared with the same period of the previous year. This led to a
reduction of the profit levels of the various lines of products.

- The volatility of the exchange rate sharply reduced the number of days allowed for payment to
suppliers, which were down to 10 days. In addition, we were unable to reduce the number of days sales
outstanding for approximately 50% of our sales which are made to the supermarket channel to less
than an average ranging between 45 and 60 days. It should be noted that last year the Company paid its
suppliers within an average term of approximately 90 days.

- Lastly, the impact of the devaluation of the peso implemented by the Argentine Government in January
of this year has caused the financial debt of US dollars 150 million to quadruplicate; while at the same
time Fargo’s revenues, practically all of which are denominated in pesos, have not even increased on a
nominal basis.
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COMPANIA DE ALIMENTOS FARGO S.A.

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 1: Company’s Activities — Filing for Creditor Protection (Continued)

Considering the impossibility of the Company complying with its short-term obligations as a
result of the sharp fall in its sales, the use of all its lines of credit available and the impossibility of it
meeting its financial obligations as detailed in Note 24 to these financial statements, the imminent due date
of the refinancing agreed with strategic suppliers that will be impossibie for the Company to meet and,
mainly, the current situation of the Company’s funds that has not only made it impossible for Fargo to meet
the mentioned refinancing, but also to continue operating, on June 28, 2002, the Company filed for creditor
protection.

On August 13, 2002, the Court ordered that creditor protection be granted, which is being heard
by the Federal Court of First Instance on Commercial Matters N° 20, in charge of Dr. Radl A. Taillade,
Clerk’s Office N° 39, in charge of Dr. Ana V. Amaya, the Law Firm Abrigator, Callea y Nighenzani and
the Law Firm Cardero, Rojas, Muiiiz y Asociados having been appointed as Trustee and General Trustee,
respectively.

At the date of preparing these financial statements the legal terms established for filing the proof
of claims had not expired, so creditors may file petitions for proof of claims within a term of up to two
years as from the date on which the filing for creditor protection takes place. Upon expiration of this term,
the extinction of the obligation will take place due to the running of the statute of limitations, pursuant to
Section 56 of Law 24,522. Furthermore, a proposal for the insolvent’s reorganization is still pending, so the
final amount of the debt and its method of payment have not yet been determined. Therefore, the amounts
and payment terms mentioned in these financial statements might be modified as a result of this
proceeding. The Company has not estimated or recorded any provision for the related professional fees
and/or expenses that could be set or incurred as a result of this proceeding.

Note 2: Argentine Economic situation and its impact on the Company’s Economic and Financial
Position

Argentina is immersed in a critical economic situation. The main features of the current economic
context are a major external debt burden, a financial system in crisis, country risk indicators far above
normal average and an economic recession that has already lasted more than four years. This situation has
led to a significant decrease in the demand for goods and services and a large rise in the level of
unemployment. The Government’s ability to comply with its commitments has been impaired, as has
access to bank financing.

As from December 3, 2001 restrictions on cash availability and circulation and the transfer of
foreign currency abroad have been imposed. Subsequently, the Government declared default on external
debt payments.

On January 6, 2002, after a political crisis that resulted in the resignation of two presidents, the
Government enacted Law N° 25,561 (Ley de emergencia ptiblica y reforma del régimen cambiario) that
involved significant changes to the prevailing economic policy and the amendment of the currency
convertibility Law in force since March 1991. On February 3, 2002 the Government announced new
economic measures that were implemented through Decree 214 (Restructuring of the financial system)
dated February 3, 2002 and Decree 260 (Exchange Regime) dated February 8, 2002, that modified some
of the measures included on Law N° 25,561. These decrees are being complemented with other
regulations, some of which may have been pending at the date at issuance of these financial statements. In
addition, on April 24, 2002 the Government signed an agreement with provincial governors, which,
together with other changes to the National Administration, will lay down the basis for further measures
that have yet to be issued or fully implemented.
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Note 2: Argentine Economic situation and its impact on the Company’s Economic and Financial
Position (Continued)

Some of the measures taken by the Government, in force at the date of issuance of these
financial statements, and related effects on the Company’s financial position are described below.

Exchange system

On February 8, 2002 a single free exchange market system was established through which all
transactions involving the exchange of currency are to be traded at a rate of exchange to be freely agreed,
observing the requirements to be laid down by the Argentine Central Bank. At present certain transfers
abroad of a financial nature require the prior approval of the Central Bank and there are certain
requirements for settling and collecting foreign currency arising from exports.

Bank deposits

Decree 214 state that, as from February 3, 2002 bank deposits denominated in U.S. dollars or
other foreign currencies will be converted to pesos at the exchange rate of $ 1,4 per US$ 1 or its
equivalent in such other currency. Furthermore, there are restrictions on the availability of checking
accounts and savings accounts balances denominated in dollars and time deposits balances denominated
in pesos or dollars, which will be paid back in installments whose amounts and due dates depend on
balances recorded. As from February 3, 2002 an adjusting index (CER) and an interest rate will be
applied to these rescheduled deposits. The CER is an index that measures the daily rate of change derived
from the monthly change in the Consumer Price Index (CPI) published by the INDEC. In addition, the
possibility exists of transforming part or all of the rescheduled deposits into Government Bonds. If the
depositors do not elect to receive Government Bonds, they will receive bonds issued by the Bank that will
observe the pre-existing conditions.

Receivables and debts not related to the financial system

Accounts receivable and payable denominated in dollars or other foreign currency and
agreements between private entities that state prices or fees in dollars or other foreign currency were
converted to pesos at an exchange rate of $ 1 per US$ [ or its equivalent in such other foreign currency.
An adjusting index (CER) is to be applied to these balances as from February 3, 2002. If goods or
services prices are higher or lower than amounts paid at corresponding due dates the parties can request a
price readjustment. If the parties involved do not reach an agreement, lawsuits or other legal action may
be initiated.

Income tax

Exchange losses recorded due to devaluation are deductible for income tax purposes over a five-
year period.
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Note 2: Argentine Economic situation and its impact on the Company’s Economic and Financial
Position (Continued)

Valuation of foreign currency receivables and liabilities

In accordance with Resolution 1/02 of the Professional Council in Economic Sciences of the
Autonomous City of Buenos Aires and (Resolution N° 392 of the National Securities Commission)
(Resolution 2/02 of the Superintendence of Corporations), the Company has recognized the effects of the
devaluation as from January 1, 2002,

It is the Company’s policy to record the liabilities in foreign currency based on the proof of claims
in foreign currency presented by creditors. For this reason, in view of the need to state in constant currency
the liabilities captions denominated in foreign currency, such captions have been stated in accordance with
the policy for claims from creditors.

The exchange differences arising during the period were expensed and are shown in Note 17 as
exchange differences generated by assets and liabilities.

Recognition of the effects of changes in the purchasing power of currency

As established by Resolution N° 3/2002 of the Professional Council in Economic Sciences of the
Autonomous City of Buenos Aires (and Resolution N° 240/02 of the Argentine Federation of Professional
Councils in Economic Sciences) (and Resolution N° 415/02 of the National Securities Commission) as
from January 1, 2002, the financial statements must contemplate the effects of the changes in the
purchasing power of the currency in accordance with Technical Resolution N° 6 of the FACPCE, as
amended by Technical Resolution N° 19 of that Federation. This situation is explained in Note 4 to the
Accounting Principles.

The Company is taking a variety of actions as a result of the present recession and to attempt to
limit the negative impact on ongoing operations.

The impact generated by measures adopted to date by the Government on the financial position of
the Company as of June 30, 2002 was calculated on the basis of management present assessments. Actual
results could differ from current management assessments and such differences could be material. Among
other items, there is uncertainty regarding the flows of funds and future results to be generated by the
operations of the Company and therefore as to whether the recoverable values of fixed assets and intangible
assets exceed their corresponding net recorded book values, which amount to Ps. 88,596,409 and
Ps. 635,670,823, respectively. Therefore, the Company’s financial statements may not include all
adjustments that might ultimately result from these adverse conditions. Future economic developments and
related effects on the Company’s financial position cannot presently be determined. Therefore, any decision
taken on the basis of these financial statements must consider the effects of these measures and their future
development and the Company’s financial statements should be read under the light of circumstances
herein described.

The Company records significant indebtedness. At June 30, 2002, the financial debt recorded by the
Company amounts to Ps. 635,096,633, which includes loans with financial entities for US$ 31,680,663 and
a debt with foreign holders of negotiable bonds issued by the Company for US$ 134,575,000 (in both cases,
principal plus interest accrued at period-end).

In addition, in the period ended on June 30, 2002 the Company recorded a net loss of
Ps. 508,282,002, accumulated losses of Ps. 740,567,344 and a working capital deficit of Ps. 640,037,404,
Company Management is currently defining and implementing an action plan to attempt these
circunstances. While the Company believes that there are certain alternatives available, there can be no
assurance that the Company will be successful in implementing any such alternatives or that any such
alternatives, if implemented, will enable the Company to meet its obligations.
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Changes in the country’s economic conditions and the situations that have been described
concerning the Company generate uncertainty about the Company's ability to continue as a going concern.
The financial statements have been prepared assuming that the Company will continue as a going concern.
Therefore, these financial statements do not included any adjustments relating to the recoverability and
classification of recorded asset amounts or the amounts and classification of liabilities that might be
necessary should the Company be unable to continue as a going concern, requiring it to realize its assets
and settle its liabilities, including contingent liabilities, in conditions other than those of the normal course
of its business.

In view of these circumstances, in order for the Company to continue to operate normally, it is
required to: 1) renegotiate satisfactorily all due dates of principal and interest payments and the terms and
conditions of the financial loans and negotiable obligations, as well as its other liabilities, on the basis of its
actual ability to pay debts and satisfactorily comply with the reorganization plan, 2) continue to adopt
measures to overcome the loss of its capital stock and/or request that new capital contributions be made,
which enable it to obtain the necessary funds to settle all its liabilities and commitments undertaken and to
absorb or recover the depreciation of its fixed assets and amortization of goodwill, and other items
capitalized in intangible assets.

Note 3: Financial Statement Presentation

As required by General Resolution N° 368/01, 398/02 and 415/02 of the National Securities
Commission (“CNV™), the financial statements herein have been prepared pursuant to and following the
manner established by the valuation and disclosure standards set forth by Technical Resolutions N° 5, 6, 8,
9, 10, 12 and 13 of the Argentine Federation of Professional Councils in Economic Sciences.

The financial statements as of June 30, 2001 are presented for comparative purposes, as required
by professional accounting standards and have been restated in constant currency as of June 30, 2002.
Certain reclassifications have been made to the financial statements as of June 30, 2001 in order to disclose
the information contained in them consistently with that of the current year.

Note 4: Accounting Principles

1. The financial statements have been prepared in constant currency, recognizing the overall
effects of inflation, as the application of the restatement method established by Technical Pronouncement
N° 6 de la FACPCE, General Resolution N° 415/02 of the National Securities Commission and Resolution
M.D. N° 3/02 of the Professional Council in Economic Sciences of the Autonomous City of Buenos Aires
(CPCECABA) and Resolution N° 240/02 of the FACPCE has been resumed since January 1, 2002.

The application of the constant currency restatement method mentioned above had been
discontinued from September 1, 1995 to December 31, 2001, in accordance with the provisions of General
Resolution N° 368/01 of the National Securities Commission, a criterion that was accepted by professional
accounting standards.

2. The following is a summary of significant accounting policies followed by the Company in the

preparation of these financial statements. These policies have been applied consistently with those of the
previous period:
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a. Local currency assets and liabilities

The local currency assets and liabilities have been stated at their face value, including if
applicable, accrued interest at the end of the period.

b. Foreign currency assets and liabilities

Foreign currency assets and liabilities were translated at the exchange rate prevailing on the
balance sheet date, including if applicable, accrued interest at the end of the period.

¢. Investments
Non-current:
- Equity investments in controlled companies:

Equity investments in controlled companies have been accounted for using the equity
method of accounting, based on their respective financial statements as of June 30, 2002,
in accordance with the guidelines of Technical Resolutions N° 5 of the Argentine
Federation of Professional Councils in Economic Sciences.

The Company presents consolidated financial statements at June 30, 2002 together with

those of Panificacion Argentina S.A.LC., Enicor S.A., Capital Foods S.A., Fresh Food
. S.A. and Establecimiento Elaborador de Alimentos Sacaan de Argentina S.A. as
_ supplementary information.

- i Investments in other companies - Advances on account of future share purchases:

The advances recorded under this caption are stated at their face value at the end of the
period.

- Properties:

The real estate properties are stated at their fair market value as of October 31, 1997,
based on an appraisal performed by independent professionals, less accumulated
depreciation, calculated under the straight-line method over an estimated useful life of 50
years. The values of real estate thus determined were restated in the currency with a year-
end value following the guidelines detailed in Section 1., net of the corresponding
accumulated depreciation.

d. Accounts receivable

Accounts receivable are stated at estimated realizable values, net of the allowance for doubtful
accounts which is considered by management to be sufficient to meet any future losses related to
uncollectible amounts.

e. Inventories

Inventories are stated at replacement cost and/or production cost at the end of the period, which
does not exceed their recoverable values.
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Note 4: Accounting Principles (Continued)
[ Property, plant and equipment
Properties:

The real estate properties are stated at their fair market value as of October 31, 1997,
based on an appraisal performed by independent professionals. The building
improvements occurred after such date, have been valued at their acquisition cost
restated in the currency with a year-end value following the guidelines detailed in
Section 1..

Other:

The additions occurred up to August 31, 1995, are recorded at cost, adjusted for the
cumulative inflation from the date of acquisition until August 31, 1995, Additions after
August 31, 1995 are stated at their acquisition cost restated in the currency with a year-
end value following the guidelines detailed in Section 1..

In the case of certain fixed assets other than buildings where appraisais were performed
prior to the acquisition, the appraised value adjusted for inflation as of August 31, 1995,
less accumulated depreciation as of October 31, 1997, was used as the fair value
recorded at acquisition date by the Company.

The software line includes the costs that were necessary to implement an integrated
SAP R/3 administrative-accounting and management control system. These charges are
being amortized following the straight-line method over five years as from the start-up
date.

The values of the fixed assets thus determined are disclosed net of the corresponding accumulated
depreciation, calculated using the straight-line method over the estimated useful lives of the related assets,
which are specified below:

Assets Years
BUIAIDES ..ottt sttt s b 50
Buildings IMPrOVEMENLS. .....c.ccruerimiiciimriiineencmiestestereniasessreeae it ereser s ebsa e iasonss 10

Machinery and €qUIPMERL..........ccoviiiiiiiniiin et e 10
Facilities......cocomrornerercericininrceeeereiiene 10
Computer hardware .........cccooocoevenine ettt b eas 5
Software ..o 5
Fumiture and FIXIUFE. ... ..ottt e s e 10
VERICIES...c.ovviiiiec it 5

Molds, plastic trays, containers, platforms and cases ...........c.cocvviviiieienieceneiine 5
SPAIE PAMTS......ceeoieeiet ittt ess st as st b st et 10

The values of the fixed assets, taken as a whole, do not exceed their recoverable value.
g. Intangible assets

Goodwill represents the excess of the purchase price for the companies’ shares acquired over the
fair value of their net assets,

Such values arose from the Company’s (direct and indirect) purchase of shares in Fargo S.A.,
Pemsa S.A., Panificacion Argentina S.A.L.C., Panino S.A., Enicor S.A., Gouguenheim S.A., Distribuidora
Argentina de Comestibles S.A.LC.F.A., Compaiila FEGOPRE de Valores Mobiliarios y Garantia S.A.,
Fluxinvest S.A., Capital Foods S.A., Fresh Food S.A. and Establecimiento Elaborador de Alimentos Sacaan
de Argentina S.A.. Goodwill has been restated in the currency with a year-end value following the
guidelines detailed in Section 1., and is amortized on a straight-line basis over 20 years as from the month
following its addition.

48




COMPANIA DE ALIMENTOS FARGO S.A.

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 4: Accounting Principles (Continued)

The aforementioned goodwill values are amortized following the straight-line method over a
twenty-year period, counted as from the month following that of their capitalization.

The Company makes regular evaluations of the recoverability of the initial investment based on
updated projections. As a result of the evaluations made during the current period and the fiscal years 2001
and 2000, the Company decided to reduce the value of the initial investment by Ps. 177,444,489,
Ps. 19,816,269 and Ps. 9,897,962, respectively.

Other intangible assets:

+ Financing fees and expenses related to bank loan: Represent expenses and fees
incurred in relation to the “Bridge Loan” obtained by the Company to issue the
negotiable bonds mentioned in Note 24.a. These expenses were fully amortized
following the straight-line method over term set for repaying the loan.

Furthermore, this line also includes the expenses incurred by the “Senior Secured
Revolving Credit Agreement” settled on July 27, 2000, as well as those
corresponding to the “Amended and Restated Senior Secured Credit Agreement”
mentioned in Note 24.b.. These charges are stated at cost and are being amortized
on a straight-line method over the life of the related loans.

» Expenses related to negotiable bonds: They correspond to costs and fees incurred in
relation to the issuance and registration of negotiable bonds on July 27, 1998 and March
30, 1999. These charges are stated at cost and are amortized following the straight-line
method, over the same term of the aforementioned financing (See Note 24.a.).

+ Reorganization and development of new projects expenses: They correspond to
expenses incurred by the Company regarding its reorganization (purchase of the
Company’s shares and the merger process). These expenses are stated at cost and
were fully amortized following the straight-line method over a three-year period
beginning July [, 1998. In addition, this line includes expenses relating to new
projects, which were fully amortized following the straight line method from their
implementation.

h. Other assets
- Spare parts:

Spare parts have been valued at their acquisition cost restated in the currency with a year-end
value following the guidelines detailed in Section 1..

- Inactive Assets:

Unused assets (mainly machinery) have been reclassified under Fixed Assets, because their use
has been discontinued. These assets have been valued at their acquisition cost restated in the
currency with a year-end value following the guidelines detailed in Section 1., net of the
corresponding accumuiated depreciation calculated on a straight-line basis based on the estimated
useful life assigned to the assets.

- Assets delivered under a loan for use agreement:

These assets have been valued at their-acquisition cost restated in the currency with a year-end
value following the guidelines detailed in Section 1., net of the corresponding accumulated
depreciation calculated on a straight-line basis based on the estimated useful life assigned to the
assets.
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Note 4: Accounting Principles (Continued)
- Promotional Materials:

These materials consist of promotional products used by the Company to promote and increase
knowledge of its brand. These assets have been valued at their acquisition cost restated in the
currency with a year-end value following the guidelines detailed in Section 1..

The value of other assets, taken as a whole, does not exceed their recoverable value.

i. Provisions for litigation, contingencies and allowances
- Deducted from assets:

The Company booked a bad debt allowance based on the estimated uncollectibility risk and set up
an inventory valuation allowance, corresponding to the difference between cost and realizable
values.

- Included under liabilities:

The Company is involved in legal proceedings, claims and litigation arising from the ordinary
course of business. Provisions have been established to cover losses on litigation matters and other
probable contingencies and for which amounts can be reasonably determined, based on the
Company lawyer's report.

j. Income tax and tax on Minimum Notional Income ("Impuesto a la Ganancia Minima
Presunta”)

As a result of the accumulated tax loss carryforwards, the Company did not recognize an income
tax provision at the end of the period.

Law N° 25,063 enacted a tax on minimum notional income for ten fiscal years (See Note 29.b.).
This tax is supplementary to income tax, as while the latter is levied on the taxable net income for the year,
the former is levied on the potential income from certain assets at a rate of 1%, and the Company must pay
the higher of these two taxes.

Any excess of the tax on minimum notional income over and above income tax in a given fiscal
year may be computed as a payment on account of the income tax to arise in the next ten fiscal years, as
established by Law N° 25,360 published in the Official Bulletin dated December 12, 2000, thus amending
the original term initially set at four fiscal years.

The tax on minimum notional income corresponding to the current period was considered as a
non-current receivable, as shown in Note 7.

The Company periodically (annual) evaluates the recoverability of this tax based on updated
projections; therefore Compaiiia de Alimentos Fargo S.A. has covered their accumulated tax at December
31, 2001 with an allowance, because they have determined that the possibility of offsetting it with income
tax to be generated in the terms mentioned above is uncertain. )

k. Results for the period

Income-and expense items have been disclosed in the currency values of the period to which they
correspond, except for the charges for assets consumed (fixed asset depreciation, depreciation of other
assets and intangible asset amortization) the amounts of which were determined based on the values of
those assets. Such items have been adjusted for inflation applying the corresponding adjusting indexes to
the historical amounts.
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The gain/(loss) on exposure to inflation of the net monetary positions is the counterpart for the
adjustments made to all non-monetary asset and liability and income and expense items that were restated
in the currency with a year-end value.

Financial results, exchange differences and the gain/(loss) on exposure to inflation have been
disclosed according to whether they were generated by assets or by liabilities.

I. Statement of cash flows

For purposes of presentation of the Statement of Cash Flow, cash and cash equivalents as well as
banks and readily realizable investments are treated as cash. The Company follows the indirect method,
which calls for a series of adjustments to the results of the period in order to arrive at the funds generated
by operations or used for them.

m. Use of estimates

The preparation of financial statements requires management to make estimates and assessments
which affect the amounts of contingent assets and liabilities disclosed at the date of these financial
statements, as well as the income and expenses recorded during the period. The Company’s management
makes estimates to calculate, for example, the allowance for doubtful accounts, depreciation and
amortization charges, the recoverable value of assets, the valuation allowance for inventories and the
provision for contingencies and taxes. However, the actual future results may differ from the estimates and
assessments made at the date of these financial statements.

Note 5: Cash and banks

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
(Pesos) (Pesos)

Cash (SChEUIE G) c....vvviviieiiceeirrce ettt ess et s 444,137 224,069
PEHLY CASHe.....eoeevveerveres oo sesscsssseeess et essoeeressessos s s sraressserssssessessoeeres 6,728 93,467
Banks in J0Cal CUTTEICY . .....c.vcenvimercernericenncn st csresssesseenss e sesneesenerees 1,536,909 1,292,506
Banks in foreign currency (Schedule G) 132,523 411,079

2,120,297 2,021,121

Note 6: Accounts receivable, net
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Current
Trade accounts receivable (Schedule G)...c..ovevciineieeecreniinceeees 18,165,451 42,255,004
Companies under article 33 Law 19,550 (Note 19 and Schedule G).. 2,489,216 2,748,461
Notes receivable 745,512 765,739
Less:
Allowance for doubtful accounts (Schedule E) ..., (6,888,506) ~ (1,790,348)
14,511,673 43,978,856

Non-Current
INOLES FECEIVABIC....evivier e e e er e e cneee s et en e b bensrassenebs et 343,811 777,977
Debtors under legal proceedings............ccoceercrrrinvirinmsiorimmsssennismsissnsssnsssaenss 2,668,223 4,665,022
Less:
Allowance for doubtful accounts (Schedule E)........cocvvvevniierenveniaennecnreences (1,933,731) (3,479,039)

1,078,303 1,963,960
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June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Current
Companies under article 33 Law 19,550 (Note 19 and Schedule G)................ 1,065,586 3,271,424
Tax credits and Withholdings .........ocoeiieriiiiieiniccn e 621,229 1,796,483
Advances to suppliers (Schedule G) ......covevririroriieiiccieree e 320,374 571,070
Prepaid insurance (Schedule GJ....... 62,665 161,396
Advances to employees........ 89,561 129,001
Prepaid expenses (Schedule G) 175,936 584,103
Prepaid advertising expenses ..... - 199,661
Receivables from legal proceedings. 104,143 177,316
Other (SChedUIE G) ... s s e e st snes 658,917 1,195,486
3,098,411 8,085,940
Non-Current
ASSEL LAX CTEAIL ...vvvvivciiieierececice ettt eae e e r b s eter st enaens st etssaesrennnieas 4,658,824 9,991,834
Allowance of asset tax credit (Schedule E).........cooooevruericriieicicereieeceins (4,657,942) -
Other (SChedule G) ...ovvveericvcieeiceirreet e er s bbb e aes s ses s 14,290 96,617
15,172 10,088,451
Note 8: Inventories, net
The breakdown of this caption is as follows:
‘ June 30, 2002 June 30, 2001
{Pesos) (Pesos)
Goods for resale.... 161,366 663,595
FINISHEA Z00MS .. crveviirieeccriinnetece i cerierrcn st s eaeseesecmnen s nserecrraeseasscones 560,718 1,168,724
WOTK I PIOCESS .c.ivvrervecerireeienecneeareierenceessan s seesesensessenssesnnnscsteaseencasasesensncon 235,800 578,958
Raw materials and packaging materials ............ccccovriivenniiciiniince s 4,797,178 5,195,616
Subtotal (SChedule F)......ovveeeiiirrerierceenrscssesinsssssersissesssossssssssssnssossirsinssosnes 5,755,062 7,606,893
AdVances t0 SUPPLIETS .....c.ccoumiiiiviiicciiice e 1,021,231 612,130
Less:
Valuation allowance of inventories (Schedule E) ...ov.cvvevriveniisivecrcniionnenes - (107,350)
6,776,293 8,111,673
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The breakdown of this caption is as follows:
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June 30, 2002 June 30, 2001
__{Pesos) _(Pesos)
Current
SPATE PAILS .....oeiiiiriiiiirre sttt sttt et 1,892,790 2,083,809
Promotional material.............cocov i 254,343 494 540
OMNET L.ttt e et e et s et s bttt et bntarns 18,860 110,007
2,165,993 2,688,356
Non-Current
SPAFE PALS ...ciiiierii e et rer et er et et r et e er et r gt aeeen 1,555,240 2,062,279
Inactive assets 594,614 750,964
Assets delivered On L0AN............ccovvivviveeieis s cees e ees et 448,140 636,560
2,597,994 3,449,803
Note 10: Accounts payable
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
_(Pesos) (Pesos)_
Current .
Local SUPPHErs (SChEGUIE G) ...roeorsereeoreeeersesens et 16,773,114 47,109,943
Foreign suppliers (Schedule G).....c.cooceniiiinieinniccnccniess e 88,518 414,696
Companies under article 33 Law 19,550 (Note 19) ... 2,707,987 2,639461
Unbilled by suppliers( Schedule G).........cooeirininininiereniesnereecaniinensnens 2,898,364 5,523,948
22,467,983 55,688,048
Non-Current
Local Suppliers (Schedule G).....cccooovremcverniienvcncernircre e s snneoreons 102,553 192,016
102,553 192,016
Note 11: Short-term and long-term debt
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
{Pesos) (Pesos)
Short-term debt
Negotiable bonds - Principal amount (1) (Schedule G) 458,400,000 -
Collateralized bank debt — Principal amount (1) (Schedule G)..................... 114,600,000 14,671,473
Collateralized bank debt - Accrued interest (1) (Schedule G) .......ccccvvvennnee 62,096,633 13,985,276
635,096,633 28,656,749
Long-term debt
Negotiable bonds — Principal amount (1) (Schedule G} .........cccovevvvieinnenns 234,743,564
Collateralized bank debt ~ Principal amount (1) (Schedule G)........cccccoevnees - 44,014,418
' ; 278,757,982

(1) Details on issuance of negotiable bonds and of the Amended and Restated Senior Secured Credit Agreement are

mentioned in Note 24 to the unconsolidated financial statements.
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Note 12: Salaries and social security payable

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
(Pesos) (Pesos)

Current
Salaries PAyabIE ..ot s 929,512 70,388
Social security payable (1)......c.ccoovicioiiiiicc 1,020,095 1,798,989
Accrual for vacation and other...........co..ooocoivvviiie e 1,676,255 868,922
Indemnities to personnel ........................................ 256,387 125,989

3,882,249 2,864,288

(1) As a result of its failure to pay its social securities obligations, the Company took part in a Payment Facilities Regime established
by National Decree N° 338/02 covering debts with the Federal Administration of Public Revenue which fell due between January 1,
2002 and June 1, 2002.

Note 13:  Taxes payable

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
(Pesos) {Pesos)
Current
Minimum.rﬁotional INCOME taX PrOVISION, NEL......evirerecereerieetcirane i 29,810 897,968
Tax on corporate indebtedness (1) ... 730,783 1,118,823
VAT payable, net (1) oo 1,663,426 -
VAT WIthBOIAINGS ..coovveverarviomiemiiereccriieits e 255,403 437,552
Income tax withholdings.... 158,947 260,998
Turnover tax payable, Bet........co.oivviiinii 17,999 65,658
Tumover tax WIthhOIINES «...v.ceevvnriveriiriri s 91,980 158,556
OHET oot 246,253 185,398
3,194,601 3,124,953
June 30, 2002 June 30, 2001
{Pesos) (Pesos) -
Non-Current
Tax on corporate indebtedness — moratoria (1) ..........oocevrerieniniiniiniennns 70,574 -
VAT payable, net (1) ..o ranes 8,229
78,803 -

(1) As a result of its failure to pay its tax obligations, the Company took part in a Payment Facilities Regime established by National
Decree N° 338/02 covering debts with the Federal Administration of Public Revenue which fell due between October 1, 2001 and
April 1, 2002.
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(1) Net sales are adjusted for discounts and returns, if applicable.

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS

(Continued)
Other liabilities
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Current
Guarantee deposits received from customers .............coooevveiceconneininnn, 513,523 401,617
Debt tor the acquisition of subsidiaries (Schedule G) ..., 3,226,992 187,795
Companies under article 33 Law 19,550 (Note 19) ..o 324,490 215,720
Indemnity agreements payable..........cooniiiniiii 3,600 7,042
ORET .ottt e 3,507
4,068,605 815,681
Non-Current
Guarantee deposits received from CUStOMETS ......c.ocvvvrivmiiiiiiinnine - 9,047
Investments in companies under article 33 Law N2 19,550 (Schedule C) .. 1,217,457 6,737
Debt for the acquisition of subsidiaries (Schedule G) ..........ccocoveiiinninnnn. - 109,547
[ndemnity agreements payable ... 36,000 78,052
OHHET ..ot cecm s ettt 2,000 6,065
1,255,457 209,448
Note 15: Net sales
The breakdown of this caption is as follows:
June 30, 2002 June 30, 2001
Gain / (loss) Gain / (loss)
(Pesos) (Pesos)
Sales of bakery products (1) (Note 19).... 81,053,826 130,605,470
Sales of subproducts and Other (1) ... 2,444,954 1,627,998
Exports reimbursements (2} ... 194,513 23,778
Less:
SALES TUMOVET TAX ..v.vovrvcvrersreeeerercsnenasaresesssseceretntenorersasiosssssesermissesssssessrorssens (370,591) (628,495)
83,322,702 131,628,751

(2) Correspond to the percentage of the FOB value of exports, which was established through a Convergence Factor
provided by Resolution N° 803/2001 of the Ministry of Economy and Public Works and Utilities, published in the
Official Gazette on June 8, 2001, which reguiates a temporary regime to foster exports. Furthermore, that line
includes exports reimbursements, which under Resolution N° 220/2001, were reinstated for goods exported to

Mercosur country members.
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NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 16: Other expenses and income, net

The breakdown of this caption ts as follows:

June 30, 2002 June 30, 2001
Gain / (loss) Gain/ (loss)
{Pesos) (Pesos)

RECOVETY Of EXPENSES .....vueiiireieciiren et sa s ab s 193,612 305,083
(Loss)/gain from the sale of property, plant and equipment........c.cccccoreenene. (408,943) 114,619
Indemnities to PErsomnel. ... e (1,205,033) (435,835)
Write down of investments (NOte 25.8) ....ccorovriiervreeiinrieneninrionnrimscoearecernns (1,012,181) -
Other (1) e nend ettt (177,681 (652,043)
(2,610,226} (668,176)

(1) At June 30, 2001, the net book value of Ps. 378,426 of other unusable assets written off has been included.

Note 17: Financial results, net (which include the gain/(loss) on exposure to inflation)

The breakdown of this caption is as follows:

June 30, 2002 June 30, 2001
! Gain / (loss) Gain / (loss)
(Pesos) (Pesos)
Generated by assets:
Interest incOmME (NOLE 1) ...ooviiiiieie et e e cns e 42,361 305,521
Holding on inventories, exchange differences and the gain/(loss) on
exposure to INflation ......c.cvrnnniini s (27,434,010} (332,515)
_(27,391,649) (26,994)
Generated by liabilities:
[MEEIESE EXPEIISE ...cv.veenereist ettt siee ettt st e bbb (38,716,038) (19,303,403)
Holding on inventories, exchange differences and the gain/(loss) on
eXPOSUre t0 MFIAHON ....coviviireecrrcii e (246,758,871) (5,002)
Amortization of bank charges and loans expenses (Schedule B) ................... (573,019) (567,704)
Amortization of expenses on issuance and registration of negotiable bonds
(SChedUIE B) ...coovuiecvieieir e eeescssns e (752,341) (752,341)
Tax on corporate indebtedness .. (923,028) (1,087,084)
OHHET . .otvvev oottt ettt s s s b et b e s sttt s (141,143) (356,733)
(287,864,440) _ (22,072,267)
Net financial FESWILS......c.o.ooieiiricritce s (315,256,089) (22,099,261)
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Note 18: Common stock

(Continued)

As of June 30, 2002, the Capital status was as follows:

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS

Date of Registration
with the Public
Capital (Pesos) Date Body Registry of Commerce
Subscribed, issued Initial Meeting to
and paid up 12,000  September 22,1997  establish the Corporation  October 3, 1997
Ordinary and
Subscribed, issued Extraordinary
and paid up 95,048,000 - October 30, 1997 Shareholders’ Meeting ~ March 27, 1998
Ordinary and
Subscribed, issued Extraordinary
and paid up 28,651,980  May 29, 1998 Shareholders’ Meeting  July 20, 1998
Subscribed, issued Extraordinary
and paid up 10 Junel, 1998 Shareholders’ Meeting  January 20, 1999

124,011,990

As of June 30, 2002, the common stock of the Company consisted of 12,401,199 ordinary,
registered, non-endorsable shares with a face value of Ps.10 each and with one vote each.

Furthermore, 12,401,198 shares and 63% of another share, owned by Fargo Holding (Gibraltar),
representing 99.999997% of the Company’s capital stock, are pledged as follows:

- Senior pledge on 85.079% and second degree pledge on 14.92%, according to a loan
agreement entered into by the Company, as mentioned in Note 24.b..
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(Continued)

Note 19: Companies under Article 33 Law 19,550

The balances and operations with companies under Art. 33 Law 19,550 as of June 30, 2002 and
2001 and for the six-month periods ended June 30, 2002 and 2001 are as follows:

June 30, 2002 June 30, 2001
(Pesos) (Pesos)

ASSETS
Accounts receivable
ERICOT SLA. 1ottt e 2,149,166 2,676,710
Panificacién Argentina S.ALC........... 325,026
Capital Foods S.A. ... . 15,024
FIESh FOOA S.A...ccov oo e ste oottt ettt vt se e v tn e 71,751}
Other receivables
Global Foods Co. (1) ..ceiiieeciinse et eeneicnens - 2,632,041
Capital FOOAS S.A. ....icovccrnciinricercciieirececnneirionsasinsrcerasicacisres 19,816 517,330
Fresh FOOQ S AL ettt sseiasca s - 53,443
Panificacion Argentina S.ALC. .o e 6,923 68,610
Establecimiento Elab.de Alimentos Sacaan de Argentina S.A......... 1,038,847 -
Total assets 3,554,802 6,019,885
LIABILITIES
Accounts payable
Panificacién Argentina S.ALC ..o 2,110,893 2,534,777
Capital Foods S.A. ..o, .. 26,252 -
Fresh FOOd S.A. ..o s 121,010 104,684
Establecimiento Elab.de Alimentos Sacaan de Argentina S.A......... 449,832 -
Other liabilities
Panificacién Argentina S.ALC ..o 304,829 39,662
Fresh FOOA S.A. .ot sseen e 19,661 176,058
Total liabilities 3,032,477 2,855,181

(1) Controlling company of the majority shareholder of Compaiiia de Alimentos Fargo S.A..
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NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 19: Companies under Article 33 Law 19,550 (Continued)

June 30, 2002 June 30, 2001
{Pesos) (Pesos)

OPERATIONS
Net sales
EDHCOT SLA. (oot eb ettt es et eb et 2,532,846 5,468,363
Panificacion Argenting S.A.LC.....cc...covovocieivnieircn e 2,255,286 2,520,019
Capital Foods S.A. ..o et 26,156 54,093
Fresh FOOd S A, oot ev et e - 45,014
Interest from loans
Global Foods Co. {1) i s - 119,248
Capital FOOds S.A. .. ..o en s - 3,811
Other income
Panificacion Argentina S.A.L.C.

Technical adviSOTy SEIVICES .......ccoiiivriicrin e 41,210 58,686

Maintenance and preservation services of property, plant and

EQUIPIMIENL. ... ooviiiiienerinic et s 125,277 178,405

Other income 10 -
Enicor S.A.

Gain from the sale of other aSSets ..........ccovvereriirnccenicriccrinnrcanins - 704
TOtAlINCOME ......cooiiiiriiirires ettt e sesb e s e enet s b et ens e e 4,980,785 8,448,343
Cost i)f sales
Fresh FOOA S.A. oot see s en s - 70,159
Cost of services received
Panificacion Argenting S.ALC ..o 3,491,861 5,504,862
Capital FOOAs S.A. ..ottt - 432,071
Commissions paid
Panificacién Argentina S.ALC....cc..ccovviiienriinnncencierereceerens 237,888 163,980
Capital Foods S.A. ..o e 239,369 338,275
Fresh FOOd S.A. ..ot e 131,697 12,463
Fees for services
Establecimiento Elab.de Alimentos Sacaan de Argentina S.A.

Technical adViSOTY SETVICES .......coovvrmmomrrrcrrirecrccsirerrinscoricrennas 432,152 -
Leasses
Fresh FOOA S.A. ..ot evs et et sareens - 3,912
Total eXPenSes...........cccovviuiiiiiiicinit e s 4,532,967 6,525,722

(1) Controlling Company of the majority shareholder of Compaiiia de Alimentos Fargo S.A.
Note 20: Equity in gain/(loss) from controlled companies (Art. 33 Law N° 19,550)

Equity in gain/(loss) of controlled companies (Art. 33 Law N° 19,550) for the six-month periods
ended June 30, 2002 and 2001 are as follows:

Panificaciéon %’::m‘;“”';“
Argentina  Capital Foods Fresh Food — ,poeeciorie)
S.ALC. S.A. Enicor S.A. S.A. de Argentina 5., June 30,2002  June 30, 2001
~(Pesos) (Pesos) (Pesos) (Pesos) (Pesos) (Pesos) (1) (Pesos)
Gain / (L0sS) ... (470,262) 35,852 (2,159.811) (70,048) 6,181,545 3,517,276 (1,542,604)

(1) Minority interests (See Schedule C) in the results and net worth of the companies controlled by the Company amount to Ps. 92
and Ps. (35), respectively, which as they are immaterial are not disclosed in the Company’s consolidated financial statements.
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NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
{Continued)

Note 21: Additional information on assets and liabilities

The breakdown of assets and liabilities as of June 30, 2002 is as follows:

Accounts Other

receivable receivables Total
ASSETS (Pesos) (Pesos) (Pesos)
To mature
3 QUAEr 2002......eocvveevrernes e 11,345,269 2,060,408 13.405.677
4% QUATET 2002 ..o et 117.607 75,296 192,903
™ quarter 2003 ... rresreanennenenae e $8.769 46323 135.092
2 quarter 2003 ... e s 72,547 665,117 737,664
More than One YEar ... 1,078,303 15.172 1,093.475
Subtotal. ... e 12,702,495 2,862,316 15,564,811
NO fIXEd BTN (.ot e e e 563,640 170,782 134,422
Past due.... e et 2,323,841 30,485 2.404.326
Total.....ocovii (1) 15589976 3,113,583 18,703,559
NOt 2CCTUING INLETESE ...ovvviiriieiiinc it 14.977.415 3,113,583 18,090,998
At a fIXEd TALE ..ot e 612,561 . 612.561
Total............. OO TSSOV () 15,589,976 3,113,583 18,703,559

(1} Shown ret of the allowance for doubtful accounts.

Salaries and

social

Acconnts Short-term and security Taxes Other

payable long-term debt payable payable liabilities Provisions Total
LIABILITIES (Pesos) (Pesos) (Pesos) (Pesos) (Pesos) (Pesos) (Pesos)
To mature
3 quarter 2002 .oooocorencenninee 10,360,407 - 2829760 1,824,164 349,390 - 15363721

587,355 - 208,216 514,501 24,900 - 1,334,972

1 quarter 2003.......ccoccomvcrecneeee 211,643 . . 21,740 900 . 234,283
2" quarter 2003 ............ 9,765 - - 51,878 900 - 62,543
More than ONE YEar .......ccoevcrerrerenecrsimererenenes 102,553 . - 78,803 1,255,457 1,608,784 3,045,597
SUbEOtal oo 1,271,723 - 3,037,976 2,491,086 1,631,547 1,608,784 20,041,116
NO fixed terM ... vt . 571,295,922 844273 . 498,687 - 572,638,882
Past due e 11,298,813 63,800,711 - 782,318 3,193,828 - 79,075,670
Totalcoii s 22,570,536 635,096,633 3,882,249 3,273,404 5324062 1,608,784  671,755.668
NOt 2CCRUING IMLETBSL ...ovvvve e ressscssesssansssssninsins 22,366,086 62,096,633 3.307,885 1,533,494 5,324,062 - 94,628,160
At a fixed rate (1) - 204,450 458,400,000 574,364 1,739,910 - 1608784 462,527,508
AL 3 variable TALE (2) .ccovcvvureeeneecerersisisninrecnene . 114,600,000 . . - - 114,600,000
TOtAL ..ottt e erenaees 22,570,536 635,096,633 3,882,249 3,273,404 5,324,062 1,608,784 671,755,668

(1) Negotiable bonds accrue interest at an annual rate of 13.25%.
(2)  The loan agreement called “Amended and Restated Senior Secured Credit Agreement” accrues an annual interest rate of 9.9375%.
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NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL ‘STATEMENTS
(Continued)

Note 22: Assets collateralizing debt

Further to the information provided in Note 18 in connection with the new loan agreement
referred to in Note 24.b., the Company has granted new security in favour of Bankers Trust Company,
instead of the earlier security granted to it, as follows:

- Pledge on subsidiaries’ shares: senior pledge on the Company’s equity interests in its
controlled companies Panificacion Argentina S.A.L.C., Capital Foods S.A. and Enicor S.A.

To comply with the provisions of the loan agreement, on May 24, 2001, a senior pledge was
set up on Fresh Food S.A.’s shares that had been acquired by the Company (Note 25.b).

- Pledge on trademarks: senior pledge with conveyance on certain trademarks owned by the
Company, as well as of its controlled companies Panificacién Argentina S.A.I.C. and Capital Foods S.A.
for up to US$ 30 million.

- Pledge on Machinery and Mortgages: senior pledges and mortgages with conveyance on
certain machinery and properties owned by the Company and its controlled company Panificacion
Argentina S.A.I.C. for up to US$ 30 million in each case.

As of June 30, 2002, the breakdown of assets subject to a security interest is as follows:

) Institution that © Amount owed at Type of
Description Book value grants the loan 06.30.02 guarantee
Properties 25,855,720  Bankers Trust Company (2) 121,020,133 Mortgage (3)
Machinery 16,446,903  Bankers Trust Company (2) 121,020,133 Pledge 3)
Trademarks n - Bankers Trust Company (2) 121,020,133 Pledge (3)

(1) As of June 30, 2002 they were fully amortized.
(2) This relates to the new loan agreement for US$ 30 million, plus interest accrued at the end of the period (Note 24.b.).
(3) The principal secured is for up to US$ 30 million for each type of collateral.

Note 23: Guarantees received

a. In connection with the Share Purchase and Sale Agreements for shares of Fargo S.A. and its
affiliated companies, dated August 21, 1997 and September 19, 1997, signed between The
Exxel Group S.A. or the affiliates it designated (“the purchaser”) and Messrs, Carlos F.
Preiti, Vicente Sergio Fernandez, Nélida Beatriz Piva and Jacques Gouguenheim (“the
sellers™), the latter granted a senior pledge in favor of the purchaser covering time certificates
of deposit for US$ 9,000,000 for a maximum term of twenty-four months to indemnify the
purchaser for any cost resulting from any breach of such agreements, if the total amount of
such costs were to exceed a minimum amount of US$ 1,300,000 and US$ 500,000,
respectively.

As the above-mentioned time limit expired on June 20, July 4 and October 3, 2000, Global
Foods Co. authorized the escrow banks to release the guarantees in favor of the sellers, on the
understanding that these claims are due, in some cases, to the normal course of business and
that their costs were to be assumed by the Company. At the date of these financial
statements, the amount guaranteed had been reduced to US$ 200,000.

b. On December 21, 2000, Compaiiia de Alimentos Fargo S.A. and the former shareholders of
Capital Foods S.A. signed an agreement, under which the latter guarantee possible payments,
if the Company and its subsidiary were to pay the amounts resulting from certain legal claims
started before the transfer of shares performed on March 8, 2000. The guarantee was set up
by signing a promissory note for US$ 145,000 and a time deposit of US$ 75,000, which at its
due date was deposited in a savings account open for that purpose in Prudential Securieties
(NY), in the name of the Notary Public involved.
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Note 24: Status of the Financial Debt (Negotiable Bonds and Loan Agreement)

a. On July 27, 1998, the Company issued non-convertible negotiable bonds pursuant to Law
N° 23,576 and amendments for a total amount of US$ 120 million, the principal of which
will be redeemed on August 1, 2008, The negotiable bonds accrue interest at a rate of 13
1/4% per annum payable semi-annually in arrears on August 1 and February 1 of each year,
commencing on February 1, 1999.

As a result of this issuance of negotiable bonds, Compaiiia de Alimentos Fargo S.A.
undertakes, the following obligations, among others:

- Certain restrictions on the distribution of dividends;

- Certain restrictions and limitations on indebtedness by the Company and its subsidiaries
and

- Certain restrictions on capital investments made by the Company and its related
" companies.

The Company used the proceeds from the issuance of the negotiable bonds mainly for the
settlement of the liability related to the Senior Loan known as the "Senior Secured Bridge
Loan Agreement" with BT Alex, Brown Incorporated, acting as arranger, Bankers Trust
Company, acting as agent bank and other banks as lenders under the Senior Loan, for a
principal amount of US$ 110 million plus accrued interest at the redemption date.

In accordance with Law N° 25,063, effective January 1, 1999 interest on negotiable bonds is
subject to a 15% tax on financial indebtedness, Subsequently, Law N° 25,360, published in
the Official Bulletin on December 12, 2000, established a tax rate abatement schedule
starting on January 1, 2001 and end to June 30, 2002, up to the final repeal of this tax on July
1, 2002.

As explained above, on October 31, 2001, the Company benefited from certain exemptions
established by Decree 1054/01 (Note 29), which refer to exemption from tax on interest paid
and tax on corporate indebtedness, established by Law N° 25,063 as amended.

Because of the Company’s difficult economic situation and the deep economic crisis in
Argentina the Company failed to pay the interest accrued on negotiable obligations in the
amount of US$ 7.9 million, which became due on February 1, 2002. The Company
communicated this non-fulfillment to the regulatory agencies in due time and also informed
Citibank N.A., as trustee, about its intention to restructure its obligations under the trust
agreement in order to reflect Argentina’s present prospects and the Company’s ability to
generate cash flows.

As a result of the situation mentioned in the previous paragraph and taking into account that
the Company did not settle its obligations within the 30-day term established in the contract,
all the terms established under the trust indenture can be declared overdue by the trustee, by
giving written notice to the Company, or by the holders of negotiable obligations accounting
for at least 25% of total principal, or by the trustee at the request in writing from those
holders, so that the total sums due under the trust indenture will be immediately claimable.
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Note 24: Status of the Financial Debt (Negotiable Bonds and Loan Agreement) (Continued)

At any time once all the terms have been declared lapsed, as mentioned above, and until the
trustee or any of the bondholders obtain a ruling for the payment of the amounts owed under
the trust agreement, the bondholders representing the majority of the amounts owed, through
a written notification to the trustee and the Company, can revoke such statement and its
consequences, provided (i) the Company pays to, or deposits with, the trustee an amount
which is sufficient to cover the payment of all interest due, unpaid principal (owed for
reasons other than the declaration of lapsing), additional amounts or premiums, if applicable,
which may be due and payable plus interest accrued on those amounts and any expenses
incurred by the trustee, its agents or advisors, and (ii) all other non-fulfillment, if any, is
remedied or waived.

The above does not infringe the bondholders’ individual rights, as they are entitled to file a
summary lawsuit against the Company to claim payment of the principal, interest, and
additional amounts, if any, which may be due and payable under section 29 of the Negotiable
Obligations Law.

In addition, after the close of the period, the Company could not meet the payment of interest
accrued on the negotiable obligations for US$ 7.9 million, which fell due on August I, 2002.

b. On July 27, 2000, the Company entered into a new renewable loan agreement called
“Amended and Restated Senior Secured Credit Agreement” for up to US$ 30 million with
Bankers Trust Company (as administrative agent), Deutsche Bank S.A. (as guarantee agent)
and Deutsche Bank Securities Inc, (as organizing agent).

This loan fully amends and orders the previous agreement dated March 19, 1999 called
“Senior Secured Credit Agreement” for up to US$ 20 million. On July 29, 1999 and January
27, 2000, the funds from this credit line were allocated to the settlement of interest on the
negotiable obligations, which became due on August 1, 1999 and February 1, 2000.

The new loan agreement accrues annual interest payable quarterly at a LIBO rate in line with
clause 1.6 of the agreement. The loan is repayable in seven semi-annual installments as
from August 1, 2001 and ending on May 1, 2004. Early repayments of the loan are allowed
at no additional cost, but must be for a principal amount of at least US$ 5 million.

The proceeds of the loan were used for settling the earlier loan for US$ 20 million, as well as
for settling the interest on the negotiable bonds maturing on August 1, 2000.

Under the terms of the current loan, the Company has extended the security granted under the
earlier agreement in favour of Bankers Trust Company, mentioned in Note 22.

Under the terms of this loan agreement, Compafiia de Alimentos Fargo S.A. assumed the
responsibilities detailed below, among others:

- Certain restrictions on the distribution of dividends;
- Certain restrictions and limitations to the Company and its subsidiaries’ indebtedness and
the maintaining of ratios of indebtedness to results, and compliance with other economic

and financial ratios;

- - Certain restrictions on the Company’s and its subsidiaries’ capital investments.
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Note 24: Status of the Financial Debt (Negotiable Bonds and Loan Agreement) (Continued)

At the end of the period, the Company has failed to comply with some economic and
financial indicators included in the loan agreement, related to minimum EBITDA levels,
consolidated shareholders’ equity, consolidated interest rate coverage and consolidated
indebtedness level, as well as the payment of the first principal installments for US$ 1.5
million, US$ 2 million and US$ 4 million, which were due on August 1 and November 1,
2001 and May 1, 2002, respectively. In addition, the Company also failed to comply with the
payment of interest on this loan for US$ 650,389 and US$ 601,368, which was due on
February 1, 2002 and May 1, 2002 respectively.

After the close of the period, the Company was also unable to meet the payment of interest
accrued on such loan for US$ 646,875, which fell due on August 1, 2002.

Because of the market situation and these selective non-fulfillments, the Company is
renegotiating the due dates for the principal and interest installments of the loan mentioned
above. The Company’s Management expects to satisfactorily conclude renegotiation of the
terms of the loan and obtain the corresponding waiver from Deutsche Bank and Bankers
Trust Company on the understanding that there are no factors that might adversely affect
such negotiation, If the Company does not remedy the present situation or does not reach an
agreement, the administrative agent (Bankers Trust Company "B.T.") can request the early
repayment of the entire loan amount.

The lack of agreement might also affect the original terms for the issue of negotiable
obligations described in paragraph a. of this Note, and the principal owed (US$ 120 million)
may have to be repaid early.

Note 25: Acquisition of Subsidiary companies
a. Establecimiento Elaborador de Alimentos Sacaan de Argentina S.A.

On December 29, 1999, the Company signed a share purchase and sale agreement for
99.99% of the corporate capital and votes of Establecimiento Elaborador de Alimentos
Sacaan de Argentina S.A., a deal which was to be closed subject to the compliance with
certain conditions set out in the agreement.

On March 6, 2002, the parties agreed to close the purchase of 100% of the corporate capital
and votes of the company mentioned above by the Company, effective as from December 31,
2001.

On June 5, 2002, the Company transferred to Panificacion Argentina S.A.I.C. an ordinary,
registered, non-endorsable share, with a face value of de Ps. 10 and entitled to one vote,
which represents 0.0014 % of the capital stock and voting rights of Establecimiento
Elaborador de Alimentos Sacaan de Argentina S.A..

At June 30, 2002, the balance of the price for this acquisition is approximately US$ 6,5
million.

In addition, during the current period, even though the Company continued to be affected by
the profound economic recession, it had to recognize a higher value of Ps. 1,012,181 in
respect of the debt for the acquisition of the subsidiaries without a counterpart in the
allocation of values to assets, so such value had to be expensed as “Write down of
investments” and included in Other expenses and income, net.




COMPANIA DE ALIMENTOS FARGO S.A.

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 25: Acquisition of Subsidiary companies (Continued)

b. Fresh Food S.A.

On November 17, 2000, the Company entered into a purchase and sale agreement involving
100% of the shares and votes of Fresh Food S.A., a company dedicated to manufacturing
sandwiches.

On March 30, 2001, the Company consummated the transaction as a result of the approval
granted by the CNDC on February 26, 2001 in accordance with Law N° 25,156. The final
purchase price amounted to US$ 192,000, payable in 24 instaliments monthly and
consecutive basis. At June 30, 2002, the amount owed by the Company is Ps. 88,000.

Note 26: Agreement covering the assignment of brands and manufacturing services
a. Panificacion Argentina S.A.L.C.

On December 28, 1999 the Company entered into an agreement with Panificacién Argentina
S.A.L.C., to take effect on January 1, 2000, under which the latter transferred the use of its brands,
isotypes, logotypes, designs and marketing images to the Company and as a counterpart the
Company undertakes to pay it royalties at a given percentage of the net sales of the products
marketed under the Panificacion Argentina S.A.L.C. brands.

Furthermore, Panificacion Argentina S.A.L.C. manufactures foodstuffs at the requirement of
the Company for subsequent marketing, and in this respect charges Compaiiia de Alimentos
Fargo S.A,, a fee.

b. Capital Foods S.A.

On July 31, 2001, an amendment was made to the agreement signed with Capital Foods S.A.
on November 10, 2000, under which the latter authorized the Company to market certain
products manufactured by it under the “Antojos™ brand, for which the Company must pay a
royalty which is calculated as a percentage of the net sales of the products sold under the
brand owned by Capital Foods S.A.

c. Fresh Food S.A.

On July 31, 2001, an amendment was made to the agreement signed with Fresh Food S.A.
on June 1, 2001, under which the former shall manufacture and market its subsidiary’s
products, under the “Fresh Food” trademark. The Company will pay a commissjon on the net sales
of the products marketed under such trademark.

d. Establecimiento Elaborador de Alimentos Sacaan de Argentina S.A.

On January 2, 2002, the Company executed an agreement with Establecimiento Elaborador
de Alimentos Sacaan de Argentina S.A., whereby the latter will provide the Company with
advisory, planning and supervision services with regard to its manufacturing processes and,
the Company will pay the subsidiary a fee as a valuable consideration.

Note 27; Irrevocable contributions on account of future issues of shares in Enicor S.A.

On March 25, 2002, the Board of Directors of Compaifiia de Alimentos Fargo S.A. approved the
transformation of certain receivables that the Company had with Enicor S.A. into irrevocable
capital contributions for US$ 299,460 on account of future issuances of shares.
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COMPANIA DE ALIMENTOS FARGO S.A.

NOTES TO THE UNAUDITED UNCONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 28: Loss of Capital Stock

As of June 30, 2002, the Company recorded a deficit of Ps. 462.846.013 in its shareholders’
equity. This situation is envisaged in Section 94 subsection 5 of the Corporations Law
N° 19,550, which establishes that the loss of the corporate capital is a grounds for the dissolution
of companies.

To this end, the shareholders of the Company are to take the necessary steps to overcome this
situation and conform it to the corporate legislation in force.

Notwithstanding the above mentioned, through Decree 1269/02 enacted on July 17, 2002, the
National Executive Branch suspended until December 10, 2003 the application of Section 94,
subsection 5 of the Corporations Law, avoiding the dissolution of those companies which as a
result of the profound recession Argentina is enduring, the virtual breakage of the payment
chain, the lower level of economic activity, higher costs generated by the devaluation of the
peso, especially those derived from debts in foreign currency with foreign entities, and the effect
of inflation on prices, are in a situation where their losses exceed their profit reserves and 50% of
their capital stock.

Note 29: Benefit from certain exemptions established by Decree 1054/01

On October 31, 2001, the Official Gazette included the Company as beneficiary of the
exemptions granted under Decree N° 1054/01, issued by the Executive Branch on August 22, 2001. These
benefits are in force as from the day following publication.

The Decree grants tax benefits to certain economic activities in order to improve their
competitiveness and job-generation possibilities. The Decree provides that individuals or entities carrying
out certain economic activities, as listed therein, will be entitled to the following benefits:

a. Exemption from Tax on Interest Paid and on Corporate Indebtedness established by Law N°
25,063, as amended.

b. Consideration of the value of the assets used in the economic activity carried out in Argentina
and encompassed by the Decree, as non computable for purposes of the Tax on Minimum
Notional Income established by Law N° 25,063, as amended.

c. Consideration as input value added tax of employer contributions accrued during the fiscal
year and actually deposited at the time of filing the corresponding tax return.

Subsequently, Decree N° 1676/01 published in the Official Gazette on December 20, 2001 suspended the
application of point ¢) above until March 31, 2003.
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COMPANIA DE ALIMENTOS FARGO S.A.
Unaudited Unconsolidated Balance Sheet as of June 30, 2002 and 2001
Other Investments

Schedule D
Net book value as of Net book value as of
June 30, 2002 June 30, 2001
Principal account and characteristics (Pesos) {Pesgs)
Current
Time DEPOSILS ...ccorvevriirrreiisirciie s erssarers s s b s - 1,590,755
1,590,755
Non-Current
Properties - Net carrying value........c.cccoovininnn. s 246,661 302,925
246,661 302,925
TOLRE oot e 246,661 1,893,680
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COMPANIA DE ALIMENTOS FARGO S.A.
For the six-month periods ended June 30, 2002 and 2001
Unaudited Unconsolidated Provisions

Deducted from assets

Allowance for doubtful accounts ......

Obsolescence / slow moving reserve............oovcceeriiivievnes

Allowance for assets tax

Total deducted from assets.............coeviiiiinians

Included under non-current Yiabilities

Provisions for [awsuits .........c....cceeees

Total included under non-current liabilities...................
Total as of June 30, 2002 ..o

Total as of Jume 30, 2001 .........cocoovviiiininniiiece oo

Shown in Schedule H.

Ps. 12,857,288 have been included in “Financial results, net (which include the gain/(loss) on exposure to inflation)” (Note 7) due to the

Schedule E
Value at the Balance as of Balance as of
beginning Additions Deductions June 30, June 30,
of the period for the period for the period 2002 2001
{Pesos) (Pesos) (Pesas) (Pesos) {Pesos)
13420317 1.564.763 (7.562.843) 8.822,237 5,269,387
- 107.350
9.111.849 - {4.453.907) 3.657.942 -
22,532,166 2,964,763 {12.016,750) 13.480.179 $.376.737
2.816.383 442.818 (1650417 1,608,784 2.608.169
2.816.383 442,818 {1.650417) 1,608,784 2.608.16%
25.348.549 (1) 3407581 (2)  (13.667.167) 15,088,963 -
6.337.665 (1) 1.367.403 (220,162) - 7,984,906

restatement to constant currency of the opening balances and charges for the period.
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COMPANIA DE ALIMENTOS FARGO S.A.
For the six-month periods ended June 30, 2002 and 2001
Unaudited Unconsolidated Cost of sales

Schedule F
June 30, 2002 June 30, 2001
(Pesos) (Pesos)
Inventory balance at the beginning of the period..........ccoierviiinc e 5,620,050 6,717,950
Plus:
Purchases fOr the PETOd ...........cvreiiir e e isss s s e 34,903,983 38,002,847
Production expenses (Schedule H) ..o 20,874,516 32,257,537
Less:
[nventory bglance at the end of the period (NOte 8).......cooiiiiiniicci s (5,755,062) (7,606,893)
' 55,643,487 69,371 441

Cost of sales

f
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COMPANIA DE ALIMENTOS FARGO S.A.
Unaudited Unconsolidated Balance Sheet as of June 30, 2002 and 2001
Foreign Currency Assets and Liabilities

Schedule G
June 30, 2002 June 30, 2001
Current Amount in local Current Amount in local
Type and amount of exchange currency Type and of hang currency
foreign currency rate (1) (Pesos) foreign currency rate (2) {Pesos)

ASSETS
Current Assets
Cash and banks .......cccooveeiiinenineins uss 40,398 3.82 154,322 uss 411,666 1 411,666
ACCOUNLS 1eCIVADBIE ...t Uss 807.0t7 382 3.083.188 Uss 2884912 1 2884912
Other receivables...........ccoovioiiiivcciins uUss 4,730 3.82 18.067 uss 3.069.335 t 3.069.335
Total Corrent ASSets ... 3,255,577 6.365.913
Non-Current Assets i
Other FECEIVabIES... ..o e reererorercrrnres USS - - uss 28,697 1 28.697
Advances to suppliers (purchase of property,
plant and eqUIPMENnt).......c..ocoeviirrerecnnrcoreriennns uss 44,000 3.82 168.080 Uss 164,191 1 164.191
Total Non-Current Assets....................ocoree. 168,080 192,888
TOtBl ASSeLS......c..ccoiviiiireeereiianierieeerereesenias 3,423,657 6,558,801
LIABILITIES
Current Liabilities
Accounts payable . . Uss 417,164 3.82 1,593,568 Uss 1,707.356 { 1,707.356
Short-term debl .c....ooveeiveirirecccsicc e USS 166,255,663 3.82 635.096.633 uss 28,656.74% 1 28,656,749
Other liabilities ........ccocccccormmecisrinicncninnes. USS - - uss 187,795 ] 187.795
Total Current Liabilties..................ccco..oeeee. 636,690,201 30,551,900
Non-Current Liabilities
Accounts payable ..., USS - - - Uss 99.649 1 99,649
Long-term debt . . USS - - [953 278.757.982 1 278.757.982
Other liabilities ....c..ccorvevcvmenecrisenirecinnnn. USS - - - uUss 109,547 1 109,547
Total Non-Current Liabilities.. - 278,967,178
Total Liabilities .............ccoooveen 636?&01 %

(1) Average exchange rate in effect at June 30, 2002 established by Banco Nacion Argentina.”
(2) Official exchange rate prevailing at June 30, 2001,
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COMPANIA DE ALIMENTOS FARGO S.A.
Unaudited Unconsolidated Information required under Art. 64, clause (b) of Law 19,550
For the six-month periods ended June 30, 2002 and 2001

Schedule H
General and
Total as of Production Administrative Selling Total as of
June 30, 2002 Cost Expenses Expenses June 30, 2001
Item (Pesos) (Pesos) (Pesos) (Pesos) (Pesos)
Fees and payments for SETvices .........coocrvrmrcriinecnis 6,770,346 4,408,508 1,194,581 1,167,257 10,911,532
Salaries and WAZES......ccvvurcervrmcrrmnmiiricrccreccsnmnience 12,480,572 5,528,641 2,759,559 4,192,372 22,597,008
Social security contributions ................cecoeieceerienrenne 2,402,253 1,135,511 455,096 811,646 4,077,932
Travel and other emﬁ;oyee EXPEMNSES ..vvvnvivrerrerarernnene 999,116 417,797 202,380 378,939 2,392,512
Freight and txansport:;tion .......................................... 6,688,150 40,993 890 6,646,267 9,963,528
Advertising and promotion...........c.cccecvvviereercricennns 7,431,496 - - 7,431,496 10,983,078
[NSUFANCE ....c.ovvvciiiier et tns e et 184,725 54,328 35,260 95,137 308,214
Import and eXport EXPENSES ........ccvvvreeerccrreeercreenenns 134,131 - 2,249 131,882 259,619
SeCUTILY SETVICES .vevreieracmrireceriienecrcreinerersecerecannansenes 374,576 230,508 28,014 116,054 635,155
Electricity, fuel, maintenance and repairs ................. 3,016,735 1,973,979 478,828 563,928 5,040,122
Taxes and contributions ..............ccovecevievvierierercenens 1,914,951 678,217 661,850 574,884 2,492,709
Depreciation of fixed assets ........ccoooeerrrecnrernrinnecns 8,594,572 5,808,844 1,064,471 1,721,257 8,508,095
Amortization of intangible assets ............coccovecccne 186,332,536 - 186,332,536 - 10,724,363
Depreciation of other aSSets .......c..ocoevrecrmenrcccrncciennns 103,549 - - 103,549 108,240
Defaulting debtors .........cccvcevvnviicrvennnininnas 2,964,763 - - 2,964,763 1,042,379
LAWSHILS ..oocerrecerierenrieensinsecrinerescsssncseesmierensinns 442,818 214,162 45,614 183,042 325,024
LEASES....cveererieiinniarentecsise e 733,281 153,885 58,394 521,002 1,466,905
OhET ..o st in e 918,124 229,143 300,553 388,428 1,595,195
Total as of June 30,2002 ................cccoconiviminnnn, 242,486,694 20,874,516 193,620,275 27,991,903 -
Total as of June 30, 2001 ...........oooccvrcvrcccrirenrnnnenn. - 32,257,537 19,978,778 41,195,295 93,431,610
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PRICEWATERHOUSE(QOPERS

Price Waterhouse & Co.
Firma miembro de PricewaterhouseCoopers
Av. A. Moreau de justo 270, Piso 22

C1107AAF Ciudad de Buenos Alres
Tel. (54-11) 4319-4600
Fax (54.11) 4315.6448 /9

(Free translation of the report issued for Argentine
purposes in accordance with local genesally accepted
accounting principles)

Limited Review Report

To the President and Directors of
Compafifa de Alimentos Fargo S.A.

1. We have performed a limited review of the balance sheet of Compai-fa de Alimentos Fargo S.A. at June 30,
2002 and 2001, and the related statements of operations, changes in shareholders * equity and cash flows for
the six-month periods then ended, together with the corresponding Notes 1 to 29 and Schedules A to H.
Furthermore, we have performed a limited review of the consolidatid financial statements of Compafifa de
Alimentos Fargo S.A. and ijts subsidiaries for the six-month petiocs ended June 30, 2002 and 2001, and
Notes 1 to 21, Schedules A to H and the Consolidated Summary of Activities, which are presented as
complementary information. The preparation and issuance of these fizancial statements are the respansibility
of the Company.

2. Our reviews were limited to the application of the procedures set fo th in Technical Resolution N° 7 of the
Argentine Pederation of Professional Councils in Economic Sciences for limited reviews of intetim financial
statements, which consist, basicaily, in applying analytical procerlures to the amounts disclosed in the
financial statements and inquiries of Company staff tesponsible *or the preparation of the information
included in the financial statements and their subsequent analysis. This review is substantially fess in scope
than an audit examination, the purpose of which is to issue an opinion on the financial statements being
examined. Accordingly, we do not express an opinion on the financ al position, the results of operations or
the changes in shareholders” equity and cash flows of the Company, ot on its consolidated financial
statements.

3. As established by Resolution N° 1/2002 of the Professional Council in Economic Sciences of the
Autonomous City of Buenos Aires and Resolution N° 392/02 of the Natiunal Securities Commission, and as
explained in Note 2, as from January 1, 2002 the Company recognized the effects of the devaluation of the
Argentine peso, As a consequence, applying the guidance proviied by Resolution N° 3/2002 of the
Professional Council in Economic Sciences of the Autonomous Ciy of Buenos Aires and Resolution N°
398402 of the National Securities Commission, the Company has recognized exchange losses that were
charged to the results for the period and disclosed in Note 17 to these financial statements.

4. Note 2 details the circumstances prevailing at the end of the perior! as a result of the economic measures
issued by the Governinest to confront the national emergency, some of which may not have been issued at
the time these financial statements were prepared. The impact on th: financial statements at June 30, 2002
from the vatious measures adopted to date by the Government was recognized in accordance with
evaluations and estimates made by Management at the date of prearing the financial statements Actual
future resuits could differ from the evaluations and estimates made at the date of preparing these financial
statements and those differences could be significant. Furthermore, /¢ are not in a position to foresee if the
premises used by the mdnagement to prepare its projections will mat srialize in the future and, consequently,
if the recovetable values of fixed assets and intangible assets are it excess of their respective net carrying
values, which amount to Ps. 114,497,867 and Ps. 65,700,820, respect vely, as well as if any possibility exists
of recovering the carrying value of other assets with a lower value, Thetoflore, the financial statements of the
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PRICEWATERHOUSE(QOPERS

Company may not report all the adjustments that could derive from these adverse conditions. At this time it
is not possiblc to forcsee the future development of the country’s cconomy or its coascquences on the
economic and financial situstion of the Company. Therefore, the Company’s financial statements must be
considered in the light of these uncortain circumstarices,

5. As mentioned in Notes | and 21 to the consolidated financial statements, because of the serious recession
and financial crisis affecting Argentina, which worsened duting the last months of 2001, and because of the
significant financial indcbtedness in foreign currency which led to a highly significant exchange loss, the
Company has continued to report losses which amounted to Ps. 508,282,002 for the six-month period ended
June 30, 2002, and accumulated losses of Ps. 740,567,344, a deficit of Ps. 644,734,160 in its working capital
and a deficit of Ps, 462,846,013 in its shareholders® equity. As a result, the Company has been unable to
comply with: a) cenain past dve principal and interest payments under the Financial Loan Agreement for
US$ 30 million (the Administrative Agent of which is Bankers Trust Company and the Arranger, Deutsche
Bank Securities Inc.); b) interest payments of US$ 15.8 million accrued on Negotiabie Obligations issued by
the Company for a total amount of US$ 120 million, which fell due in Pebruary and August 2002; and )
certaln economtic and financial ratlos envisaged in the above financial loan agreement and under the issue
terms and conditions of the Negotiable Obligations.

6. As mentioned in Note 28 to the financial statements, the Company is within the scope of Section 94,
subsection § of Law 19,530, which establishes that the loss of the capital stock is a grounds for the
Company’s dissolution. Nevertheless, it is itmportant to consider that Decree 1269 issued on July 17, 2002 by
the National Bxecutive Branch suspended the application of that law and its amendments until December 10,
2003.

7. In view of the situations described above, on June 28, 2002 the Company filed for creditor protection. This
petition is being heard by the Federal Court of First Instance on Commercial Matters N* 20, in charge of Dr.
Radl A. Taillade, Clerk’s Office N° 39, in charge of Dr. Ana V. Amaya, the Law Firm Abrigator, Callea y
Nighenzani and the Law Firm Cardero, Rojas, Mufiiz y Asociados having been appointed as Trustee and
General Trustee, respectively, On August 13, 2002, the Court ordered that creditor protection be granted.

Consequently, at the date of preparing these financial statements the legal terms established for filing the
proof of claims had not expired, as creditors may file petitions for proof of claims within a term of up to two
years as from the date on which the filing for creditor protection takes piace. Upon expiration of this term,
the extinction of the obligation will take place due to the running of the statute of limitations, pursuant to
Section 56 of Law 24,522, Purthermore, & proposal for the insolvent's reorganization is still pending, so the
final amount of the debt and its method of payment have not yet been determined, Therefore, the amounts
and payment terms mentioned in these financial statements might be modified as a result of this proceeding.
The Company has ot estimated or recorded any provision for the reiated professional fees and/or expenses
that could be set or incurred as a result of this proceeding.

8. The Company has prepared its financial statements following accounting principles applicable to a going
concern, especially, though not limited to thetn, those principles relating to the vatuation of fixed assets and
intangible assets, Therefore, these financial statements do not include the effects of the possible valuation or
disclosure adjustments and reclassifications, if any, that might be requited if the above situation is not
resolved in favor of continuing the Company’s activities and it were obliged to sell its assets and settle its
jiabilities, including contingencies, in conditions other than those of the nortnal course of its business. In
view of these circumstances, in order for the Company to continue to operate normally, it is required to: 1)
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renegotiate satisfactorily all due dates of principal and interest payments and the terms and conditions of the
financial loans and negotiable obligations, as well as its other liabilitics, on the basis of its actual ability to
pay debts and satisfactorily comply with the reorganization plan, 2) continue to adopt measures to overcome
the loss of its capital siack und/or request that new capital contributions be made, which enable it to obtain
the necessary funds to settle all its liabilities and comnitments undertaken and absarb or recover the
depreciation of its fixed assets and amortization of goodwill, and other items capitalized in intangible assets.

9. The financial statements of Compafifa de Alimentos Fargo S.A. at June 30, 2002 have been prepared }n line with
accounting standards prevailing in Argentina, which could differ significamtly from accounting standards
prevailing in other jurisdictions where they might be used.

10. Based on the work done and on our review of the Company’s financial statements and consolidated financial
statements for the financial years ended December 31, 2001 and 2000, on which we issued an opinion with
qualifications on March 8, 2002, and subject to the effect on these financial statements that could derive from
possible adjustments and reclassifications, if any, that could be required following resolution of the situation
deseribed in paragraphs 4. to 8., we arc not in & position (0 make any representation concerning the financial
statemnents of Compafifa de Alimentos Fargo S.A. at June 30, 2002 and 200] and its consolidated financial
statements at that date, preparcd in accordance with accounting standards prevailing in the Autontomous City of
Buenos Aires.

11. As called for by legal requirements, we report that:

8) The financial statements of Compafifa de Alimentos Fargo S.A. arise from accoufiting records maintained
in all formal respects in conformity with legal rulcs in force in Argentina and have been prepated in line
with the provisions of Laws 19,550 and 22,903 and relevant Resolutions of the National Securities
Conmunission:

b) We have read the Consolidated Suminary of Activities, on which, matters that are within our competence,
we have no observations to make other than those mentioned above.

c) At June 30, 2002, the liabilities accrued by Compafifa de Alimentos Fargo S.A. in respect of employer
contributions and employee withholdings in favor of the Integrated Pension and Survivors’ Benefit
System, aceording to the accounting records and returns prepared by the Company, totaled Ps. 741,290,
which were not yet due at that date.

BUENOS AIRES, August 23, 2002

oalant (UBA)
CPCECABATE-F 134
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