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LABIANA HEALTH, S.L.
(FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

Consolidated Annual Accounts and Director’s
report for the financial year 2020 together with the
Audit Report on Consolidated Annual Accounts
issued by an independent auditor

AUDIT REPORT ON CONSOLIDATED ANNUAL ACCOUNTS ISSUED BY AN INDEPENDENT AUDITOR

CONSOLIDATED ANNUAL ACCOUNTS FOR FINANCIAL YEAR ENDED DECEMBER 31, 2020:

Consolidated Balance Sheets as of December 31, 2020 and 2019

Consolidated Income Statements for the financial year 2020 and 2019

Consolidates Statements of Changes in Shareholder’s Equity for the financial year 2020 and 2019
Consolidated Cash Flow Statements for the financial year 2020 and 2019

Notes to the Consolidated Annual accounts for the financial year 2020

CONSOLIDATED DIRECTOR’S REPORT FOR FINANCIAL YEAR 2020
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Audit report on consolidated annual accounts
issued by an independent auditor

(Free translation from the report originally issued in Spanish.
In the event of discrepancy, the Spanish-language version prevails)

To the Partners of LABIANA HEALTH, S.L. (FORMERLY SEVEN PHARMA, S.L.):
Qualified Opinion

We have audited the consolidated annual accounts of LABIANA HEALTH, S.L. (FORMERLY
SEVEN PHARMA, S.L.) (the “Parent Company”) AND SUBSIDIARIES (the “Group”), which
comprise the consolidated balance sheet as of December 31, 2020, the consolidated
profit and loss account, the consolidated statement of changes in the equity, the
consolidated cash-flow statement and the notes for the year thereto.

In our opinion, except for the potential effects of the matter described in the section
“Basis for a Qualified Opinion” in our report, the accompanying consolidated annual
accounts present, in all material respects, the true and fair view of the consolidated net
equity and the consolidated financial position of the Group as of December 31, 2020, and
its consolidated results and its consolidated cash-flows for the year then ended, in
accordance with the applicable financial reporting regulatory framework (which is
identified in note 3.a of the Consolidated Annual Accounts) and, in particular, with the
accounting principles and criteria contained therein.

Basis for a Qualified Opinion

As indicated in note 11 to the accompanying consolidated annual accounts, the Group
holds two controlling interests in Labiana México, S.A. de C.V. and Zoleant ILAC as of
December 31, 2020. The Parent Company Board of Directors has decided not to
consolidate them despite the control they exercise in these investees. According to
generally accepted accounting standards, they should have been consolidated from the
date on which the Group took control on them. Independently of the financial
information of the non-consolidated subsidiaries shown in note 11, we have not had
access to the homogenisation and consolidation adjustments that should have been
recorded if they had been consolidated. Therefore, we have not been able to form an
opinion on the effect such consolidation would have had on the Group's consolidated
annual accounts.

We have performed our audit in accordance with the current regulations governing the
audit practise in Spain. Our responsibilities in accordance with these regulations are
described below in the section Auditor’s responsibilities relating to the audit of the
consolidated annual accounts of our report,

We are independent of the Group with ethical requirements, including those of
independence, which are applicable to the audit of the annual accounts in Spain as
required by the regulations governing the audit practise. Accordingly, we have not
provided services other than those relating to the audit of the consolidated accounts,
nor have concurred situations or circumstances, that, in accordance with the provisions
of the aforementioned governing regulations, have compromised the necessary
independence.

BDO Auditores 5.L.P. inscrita en el Registro Oficial de Auditores de Cuentas n” 51,273 es una sociedad limitada espanola, es miembro de BDO International
Limited, una compaiia limitada por garantia del Reino Unido y forma parte de la red internacional BDO de empresas independientes asociadas.
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.

Most relevant audit matters

The most relevant audit matters are those that, under our professional judgment, were
of most significance in our audit of the consolidated annual accounts of the current
period. Our audit procedures relating these matters were designed in the context of our
audit of the annual accounts as a whole and in the build-up process of our opinion and
we do not express a separate opinion on those matters.

In addition to the issue described in the section Basis for a Qualified Opinion, we have
determined that the issues that described below are the most relevant audit matters of

the audit should be reported in our report.

Most relevant audit matters

Audit response

Valuation of capitalized development expenses

As described in notes 4.a. and 5 of the attached
report, the Group has intangible assets for expenses
in activated projects in progress of significant
amount. Those expenses must be specifically
individualized by project and have economic-
commercial profitability reasons, among other
requirements to be activated in the Company's
balance sheet. In addition, the evaluation by the
Company's management and directors of its
recoverable value or need for impairment, implies
making value judgments and estimates. For these
reasons, we have considered the valuation of these
assets as a key issue in our audit.

We have carried out the following audit procedures,
among others:

- Understanding of the policies and procedures
applied by the Group for the capitalization of
development expenses.

Monitoring of the evolution of all projects since
the end of the previous year.

- Holding meetings with the Technical
Management, discussing on the activation
policies that are being followed, the schedule
of planned investments and the estimation of
future revenue flows expected at the end of the
projects

- Obtaining, for a sample of the most relevant
projects, the documentary support of the
amounts activated during the year.

- Obtaining and reviewing the documentation
corresponding to subsidies and subsidized loans
granted, related to each of the projects,
verifying the reasonableness of the data
regarding the evolution of the affected
projects.

- Review of the history of completed projects and
drugs registered by the Group to date.

- Finally, we have verified that the attached
annual accounts report include the related
disclosures required by the applicable financial
reporting framework. In this regard, Notes 4.a
and 5 of the attached consolidated report
include the aforementioned disclosures.

Other information: Consolidated Director’s report

Other information comprises only the consolidated Director’s report for the financial year
2020, whose drawn-up is a responsibility of the Sole Director of the Parent Company and
is not an integral part of the consolidated annual accounts.

BDO Auditores 5,L.P,, una sociedad limitada espafiola, es miembro de BDO International Limited, una compaiiia limitada por garantia del Reino Unido y forma
parte de la red internacional BDO de empresas independientes asociadas.

BDO es la marca comercial utilizada por toda la red BDO y para todas sus firmas miembro.
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Our audit opinion on the consolidated annual accounts does not cover the consolidated
Director’s report. Our responsibility regarding the consolidated Director’s report, in
accordance with that required by the audit regulator, consists of evaluating and reporting
on the concordance of the consolidated Director’s report with the consolidated annual
accounts, based on the knowledge of the Group obtained while the carrying-out the audit
of the aforementioned accounts and without including information other than that
obtained as evidence. Likewise, our responsibility is to evaluate and report if the content
and presentation of the consolidated Director’s report is in accordance with the
regulations in force. If, based on the work performed, we conclude that there are
material inaccuracies; we are obliged to report them.

Based on the work carried-out, and as described in the previous paragraph, except for
the scope limitation described in the following paragraph, the information contained in
the consolidated Director’s report agrees with that shown in the consolidated annual
accounts for the year 2020 and its contents and presentation are in accordance with
regulations in force.

As described in the Basis for Qualified Opinion section, we were unable to obtain
sufficient appropriate audit evidence on the matter referred to in that section, which is
a scope limitation. Accordingly, we were unable to reach a conclusion as to whether a
material misstatement exists in the consolidated management report in relation to this
matter.

The responsibility of the Board of Directors in respect to the consolidated Annual
Accounts

The Board of Directors of the Parent Company is responsible for drawing-up the
accompanying consolidated annual accounts so that they give a true and fair image of
the net equity, the financial situation and the results of the Group, in accordance with
the regulatory framework on the financial information applicable to the Group in Spain,
and of the internal control that they consider necessary to allow the preparation of
consolidated annual accounts free of material misstatement, due to fraud or error.

In the preparation of the consolidated Annual Accounts, the Board of Directors of the
Parent Company is responsible for assessing the Group’s ability to continue as a going
concern basis, revealing, if appropriate, the matters related with to the Group under
operating basis and using the going concern principle except if the Board of Directors
intend to liquidate the Company or cease operations, or there is no other realistic
alternative.

The auditor’s responsibility for the audit of the consolidated annual accounts

Our objective is to obtain reasonable assurance that the consolidated annual accounts as
a whole are free from material misstatement, due to fraud or error, and to issue an audit
report that contains our opinion.

Reasonable assurance is a high degree of assurance, but does not guarantee that an audit
conducted in accordance with the regulations governing the audit activity in force in
Spain will always detect a material misstatement, if it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in aggregate, they
could reasonably be expected to influence the economic decisions of users taken in the
basis of these annual accounts.

BDO Auditores 5.L.P., una sociedad limitada espafiola, es miembro de BDO International Limited, una compaiiia limitada por garantia del Reino Unido y forma
parte de la red internacional BDO de empresas independientes asociadas.

BDO es la marca comercial utilizada por toda la red BDO y para todas sus firmas miembro,
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As part of an audit in accordance with the current regulations governing the audit
practice in Spain, we make professional judgment and maintain an attitude of
professional scepticism throughout the audit. Also:

- We identify and assess the risks of material misstatement in the consolidated annual
accounts, due to fraud or error, design and perform audit procedures to respond to
those risks and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or circumvention of internal
control.

- We obtain knowledge of the internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control.

- We evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and disclosures made by the Board of Directors of the Parent
Company.

- We conclude about if the use made by management of the going-concern principle is
adequate and, based on the audit evidence obtained, we conclude if there is a
material uncertainty related to events or conditions that can generate significant
doubts about the ability of the Group to continue as a going concern. If we conclude
that there is material uncertainty, we are required to draw the attention in our audit
report to the corresponding information disclosed in the consolidated annual
accounts or, if such disclosures are not adequate, we express a modified opinion.
Our conclusions are based on the audit evidence obtained at the date of our audit
report. However, future events or conditions may cause that the Group ceases to
operate under a going-concern basis.

- We evaluate the overall presentation, structure and content of the annual accounts,
including the disclosures and whether the annual accounts represent the underlying
transactions and events in a manner that achieves a true and fair presentation.

- We obtain sufficient and adequate evidence in relation to the financial information
of the entities or business activities within the group to express an opinion on the
consolidated annual accounts. We are responsible for the direction, supervision and
performance of the Group's audit. We are solely responsible for our audit opinion.

We are required to communicate with the Parent’s Company Board of Directors
regarding, among other matters, the planned scope and timing of the audit and the
significant findings, including any significant deficiencies in internal control that we
identify during the course of our audit.

BDO Auditeres 5.L.F., una sociedad limitada espafiola, es miembro de BDO International Limited, una compania limitada por garantia del Reino Unido y forma
parte de la red internacional BDO de empresas independientes asociadas.
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Among the matters that have been communicated to the Parent’s Company Board of
Directors, we have determined those that have been of the most significance in the audit
of the annual accounts of the year and that are, consequently, the most relevant matters
of the audit.

We describe those risks in our audit report unless legal or regulatory provisions prohibit

public disclosure of that matter.

BDO Auditores, S.L.P. (ROAC n° $1273)
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Consolidated Annual Accounts of Labiana Health, S.L. (formerly Seven Pharma, S.L.) and Subsidiaries

Financial Year 2020

CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 2020

(Expressed in Euros)

LABIANA HEALTH., S.L. (FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

ASSETS Notes 31/12/2020 31/12/2019
NON-CURRENT ASSETS 36.670.729,39 32.071.081,26
Intangible assets Note 5 11.991.970,37 10.513.858,89
Tangible fixed assets Note 6 20.321.086,97 18.015.951,38
Land and buildings 5.663.427,17 5.313.957,86
Technical installations and

other tangible fixed assets 13.611.099,15 10.095.660,48
Fixed assets under construction and advances 1.046.560,65 2.606.333,04
Long-term financial investments 2.181.750,96 2.056.116,02
Investments in non-consolidated group companies Note 11 1.932.803,38 1.926.260,45
Loans to non-consolidated group companies Notes 8.2 and 24.1 3.300,00 3.393,53
Other long-term loans Note 8.2 131.431,64 23.334,76
Other long-term investments Note 8.2 114.215,94 103.127,28
Deferred Tax Assets Note 17 2.175.921,09 1.485.154,97
CURRENT ASSETS 29.306.462,93 28.355.482,56
Inventories Notes 8.2 and 14 14.071.049,11 13.874.374,57
Trade and other receivables 12.546.211,65 11.608.343,46
Client receivables for sales and services Note 8.2 and 24.1 10.469.748,62 10.581.504,20
Clients of the Group and affiliated companies Note 8.2 and 24.1 461.745,04 300.671,70
Sundry debtors Note 8.2 25.592,23 5.428,70
Staff Note 8.2 27.579,60 105.802,77
Current tax assets Note 17 101.879,13 58.550,28
Other receivables from Public Authorities Note 17 1.459.667,03 556.385,81
Short-term investments in group

and affiliated companies Note 8.2 and 24.1 790.000,00 400.000,00
Loans to non-consolidated group companies 790.000,00 400.000,00
Short-term financial investments Note 8.2 78.470,15 800,25
Short-term accruals 274.816,30 354.374,38
Cash and cash equivalents Note 8.1.a 1.545.915,72 2.117.589,90

TOTAL ASSETS

65.977.192,32

60.426.563,82




Consolidated Annual Accounts of Labiana Health, S.L. (formerly Seven Pharma, S.L.) and Subsidiaries

Financial Year 2020

LABIANA HEALTH, S.L. (FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 2020

(Expressed in Euros)

EQUITY AND LIABILITIES Notes 31/12/2020 31/12/2019
EQUITY 14.295,173,20 13.132.398,00
Equity 14,269.708,49 9.827.336,12
Share Capital Note 13.1 618.787,60 464.000,00
Issue Premium 3.134.676,13 90.000,01
Reserves and losses from previous years Note 13.2 5.792.871,39 5.803.953,60
Reserve in consolidated companies Note 13.3 3.649.662,88 2.813.112,71
Financial year result attributed

to the parent company Note 21 1.073.710,49 656.269,80
Consolidated Losses and Profits 1.073.710,49 878.839,13
Minority interest losses and profits - (222.569,33)
Currency translation adjustments (2.066,29) -
Subsidies, donations and legacies received Note 23 27.531,00 -
Minority interests Note 16 - 3.305.061,88
NON-CURRENT LIABILITIES 30.871.315,46 27.434.013,97
Long-term provisions Note 22 199.431,99 165.041,44
Long-term debts Note 9.1 30.126.137,77 26.698.965,55
Credit institutions debts 16.714.102,05 12.517.272,78
Financial leasing creditors 2.319.995,08 2.811.806,15
Other financial liabilities 11.092.040,64 11.369.886,62
Deferred tax liabilities Note 17 545.745,70 570.006,98
CURRENT LIABILITIES 20.810.703,66 19.860.151,85
Short-term debts Note 9.1 9.179.457 43 9.766.582,77
Credit institutions debts 7.996.425,17 7.079.299,65
Financial leasing creditors 458.481,85 456.776,86
Other financial liabilities 724.550,41 2.230.506,26
Trade and other payables 11.630.326,69 10.093.569,08
Suppliers Note 9.1 8.997.393,37 7.819.316,03
Suppliers, group and affiliated companies Note 9.1 and 24.1 9.680,00 7.750,00
Sundry creditors Note 9.1 964.676,00 417.927,97
Staff Note 9.1 580.539,30 647.630,94
Current tax liabilities Note 17 62.430,33 56.513,77
Other debts with Public Authorities Note 17 742.756,51 635.235,10
Advances from clients Note 9.1 272.851,18 509.195,27
Short term accruals 919,54 -
TOTAL EQUITY AND LIABILITIES 65.977.192,32 60.426.563,82




Consolidated Annual Accounts of Labiana Health, S.L. (formerly Seven Pharma, S.L.) and Subsidiaries
Financial Year 2020

LABIANA HEALTH, S.L. (FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

CONSOLIDATED PROFIT AND LLOSS ACCOUNT FOR THE FINANCIAL YEAR 2020

(Expressed in Euros)

PROFIT AND LOSS ACCOUNTS Notes 2020 2019

Net turnover Note 26 57.839.030,35 48.374.531,30
Net sales 55.140.008,49 44.980.052,36
Provision of services 2.699.021,86 3.394.478.94
Stock change in finished products and in process (1.806.796,80) (638.692,01)
Work performed by the company for its assets Notes 5 and 6 2.262.276,08 2.330.832,49
Supplies Note 18.a (24.256.753,24) (20.689.795,89)
Goods consumed (1.554.670,14) (801.700,31)
Raw materials and other consumables consumed (21.476.328,25) (18.877.754,42)
Work performed by other companies (1.206.701,71) (956.107,99)
Impairment in goods, raw materials and other supplies (19.065,33) (54.233,17)
Other operating income 534.994,42 -
Ancillary and other current operating income 534.994.42 -
Staff expenses (17.483.421,90) (15.329.360,58)
Wages, salaries and the like (13.796.054,65) (11.838.104,81)
Fringe benefits Note 18.b (3.672.265,65) (3.491.255,7T)
Provisions (15.101,60) -
Other operating expenses (11.622.412,49) (9.367.150,87)
External charges for services (11.136.431,87) (9.077.372,72)
Taxes (459.492.98) (311.069,81)
Losses, Impairment and change in trade provisions (26.487,64) 21.291.66
Amortization of fixed assets Notes 5 and 6 (2.883.973,72) (2.249.935,99)
Surplus provisions (21.278,77) (17.693,20)
Impairment and earning for fixed-asset disposals (25.244,23) 18.235,25
Earnings for disposals and others (25.244,23) 18.235.25
Other results (79.524,56) (982.112,19)
Negative difference in consolidation

of consolidated companies - 522.731,89
OPERATING EARNINGS 2.456.895,14 1.971.590,20
Financial income 5.630,08 500,86
Financial expenses (1.941.387,15) (1.196.562,38)
Exchange differences 16.652,09 (13.999,66)
Impairment and earnings for

disposals of financial instruments 3.440,93 -
FINANCIAL EARNINGS (1.915.664,05) (1.210.061,18)
PRE-TAX EARNINGS 541.231,09 761.529,02
Profit tax Note 17 532.479,40 117.310,11
FINANCIAL YEAR EARNINGS FROM

CONTINUING OPERATIONS 1.073.710,49 878.839,13
Result attributed to the Parent Company Note 16 - (222.569,33)

INCOME ATTRIBUTABLE
TO THE PARENT COMPANY 1.073.710,49 656.269,80




Consolidated Annual Accounts of Labiana Health, S.L. (formerly Seven Pharma, S.L.) and Subsidiaries
Financial Year 2020

LABIANA HEALTH, S.L. (FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

STATEMENT OF RECOGNIZED CONSOLIDATED
INCOME AND EXPENSES FOR FINANCIAL YEAR 2020
(Expressed in Euros)

Notes to the

Annual Accounts 2020 2019
EARNINGS AS PER PROFIT AND LOSS ACCOUNT 1.073.710,49 656.269,80
Income and expenses directly recognized in equity:
Grants, donations and legacies received 27.531,00 2
Currency translation adjustments (2.066,29) =
TOTAL INCOME AND EXPENSES
DIRECTLY ALLOCATED TO EQUITY 25.464,71 -
Profit and loss account transfers
Grants, donations and legacies received (Note 23) - (28.969,72)
Tax effect - -
PROFIT AND LOSS ACCOUNT
TOTAL TRANSFERS - (28.969,72)

TOTAL RECOGNIZED INCOME AND EXPENSES 1.099.175,20 627.300,08
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Consolidated Annual Accounts of Labiana Health, S.L. (formerly Seven Pharma, S.1.) and Subsidiaries

Financial Year 2020

LABIANA HEALTH, S.L. (FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

CONSOLIDATED CASH-FLOW STATEMENT OF THE FINANCIAL YEAR 2020

(Expressed in Euros)

2020 2019
CASH FLOW FROM OPERATING ACTIVITIES 3.788.938,50 (961.917,48)
Financial year’s pre-tax earnings 541.231,09 761.529,02
Adjustments to earnings 4.892.814,76 3.449.969,30
Amortization of fixed assets 2.883.973.72 2.249.935,99
Valuation changes for impairment 45.552,97 32.941,51
Grants allocation 27.531,00 (28.969.72)
Financial income (5.630,08) (500,86)
Financial expenses 1.941.387,15 1.196.562,38
Changes in current capital 476.219,46 (3.944.670,77)
Inventories (215.739,87) (1.663.710,56)
Trade and other receivables (919.359,34) (2.151.896,00)
Other current assets 79.558,08 (134,722,59)
Trade and other payables 1.530.841,05 5.658,38
Other current liabilities 919,54 -
Other cash flow from operating activities (2.121.326,81) (1.228.745,03)
Interest payments (1.941.387,15) (1.196.562,38)
Receipts from interest 5.630,08 500,86
Receipts (payments) for profits tax (219.960,29) (32.683,51)
Other receipts (payments) 34.390,55 -
CASH FLOW FROM INVESTMENT ACTIVITIES (7.264.259,56) (14.991.866,61)

Payments for investments
Associated companies

Intangible fixed assets

Tangible fixed assets

Other assets

Acquisitions by business combination

Proceeds from disposal
Tangible fixed assets

CASH FLOW FROM FINANCING ACTIVITIES

Receipts and payments for equity instruments
Disposal (Acquisition) of own equity instruments

Receipts and payments for financial-liability instruments
Issuance
Debts with credit institutions

Others

Repayment and amortization of:
Others

NET INCREASE/REDUCTION OF
CASH AND CASH EQUIVALENTS

Cash or cash equivalents at start of financial year
Cash or cash equivalents at end of financial year

(7.321.053,63)

(593.304,84)
(2.480.521,19)
(4.247.227,60)

56.794,07
56.794,07

2.903.646,88

63.600,00
63.600,00

2.840.046,88
4,623.848,71
4.623.848,71

(1.783.801,83)
(1.783.801,83)
(571.674,18)

2.117.589,90
1,545.915,72

(14.991.866,61)
(1.854.704,74)
(2.250.879,96)
(3.219.628,14)

(7.666.653,77)

17.511.733,98

17.511.733,98
17.511.733,98

13.831.751,77
3.679.982,21

1.557.949,89

559.640,01
2,117.589,90
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LABIANA HEALTH, S.L.
(FORMERLY SEVEN PHARMA, S.L.) AND SUBSIDIARIES

CONSOLIDATED ANNUAL ACCOUNTS FOR THE FINANCIAL YEAR 2020

NOTE 1. INCORPORATION, ACTIVITIES AND LEGAL SYSTEM OF THE PARENT
COMPANY

a) Incorporation and Registered Office

LABIANA HEALTH, S.L. (FORMERLY SEVEN PHARMA, S.L.) (hereinafter "the Parent
Company"), was established in Madrid on December 18, 2017, date in which rose to public
writing of transfer of domicile, acquisition of nationality, change of name and modification of
statutes to Spanish law. Until that date, the company was called Seven Pharma, BV and was
domiciled in Rotterdam (Holland). Its current registered office is located in Madrid, street
Serrano, 93.

b) The Parent Company activity
According to the statutes of the dominant society, its activities will aim at:

- Participate in financing or have any other type of interest in other legal entities, associations
or companies, or direct their management.

- Provide guarantees and ensure compliance with them or otherwise assume responsibility,
whether joint and several, for obligations of the companies of the Group or third parties, or
in relation to them.

- Do everything that, in the broadest sense of the word, is related to or may lead to the
achievement of that objective.

¢) Activity of the Group companies

Its activity consists in the commercialization of its own veterinary products; the rendering of
services for the manufacture of pharmaceutical and veterinary products for third parties; the
rendering of services for the renewal of product registrations, creation and update of dossiers
and advisory in the proceedings with health authorities for third parties. They develop new
pharmaceutical and veterinary products and reformulations of already existing products, as well
as any other activity related to the mentioned activity.

d) Legal System

The Company is governed by its Articles of Association and by the Spanish Law Capital
Companies.
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NOTE 2. GROUP COMPANIES

The parent owns, directly or indirectly, participations in various national societies and holds,
directly and indirectly, the control of them. As indicated in note 1, the parent company, it was
holder of shares of subsidiaries in prior years, namely from December 2012. However, being
domiciled outside of Spain, it was not obliged to formulate consolidated Annual Accounts.
Therefore, as of January 1, 2018, the first consolidation of the Group's member companies has
been carried out. For accounting purposes, said date coincides with the time at which a partial
split and merger between the subsidiaries described in the subsequent section has been made.

a) Subsidiaries Companies Included in the Consolidation Perimeter

The detail of the subsidiaries included in the scope of consolidation for the year 2020 by the
global integration method, is as follows:

Percentage of Direct +

Indirect Holding
Labiana Life, S.A.U. 100,00
Labiana Pharmaceuticals, S.LU. 100,00
Veterinarski zavod d.o.o. Subotica 100,00

A brief description of the companies included in the consolidation perimeter of the financial
year 2020, is provided below:

Company Registered Address Corporate Purpose
Labiana Life, S, A.U. Avenida Europa, 34-D, 1° Manufacture and design
planta, Madrid of pharmaceuticals
Labiana ¢/ Casanovas 27-31, Corbera de Manufacture and design
Pharmaceuticals, S.L.U, Llobregat, Barcelona of pharmaceuticals
Veterinarski zavod d.o.o. Bulevar kralja Aleksandra 28, Manufacture and marketing of
Subotica Belgrade, Republic of Serbia pharmaceutical products

The object and registered offices of the companies that are part of the scope of consolidation as
of December 31, 2020, is shown below:

Labiana Life Sciences, S.A.U.

Its main activity consists in the commercialization of veterinary products, the provision of
manufacturing of pharmaceutical and veterinary products for third parties, providing services
aimed at the renewal of records of products, the creation and updating of dossiers and advice
on procedures with health for own and third party authorities, the development of new
pharmaceutical and veterinary products and reformulations of existing products, as well as any
other activity related to the mentioned corporate purpose. Its current address is Madrid, Serrano
St., number 93.
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Labiana Pharmaceuticals, S.1..U.

Its main activity consists of manufacturing and Constitution of pharmaceutical products, as well
as activities in the field of biotechnology, pharmaceutical, cosmetic, chemical and food
industry. Its manufacturing facilities are located in Corbera de Llobregat (Barcelona).

Labiana South East Europe d.o.0. Beograd-Vracar

This company is registered in Serbia. Its activity is the manufacture, research and development,
marketing, storage and packaging of animal pharmaceutical products.

Veterinarski zavod a.d., Subotica

Its activity is the manufacture, research and development, marketing, storage and packaging of
animal pharmaceutical products.

On 8 December 2020, Labiana South East Europe d.o.0. Beograd-Vracar and Veterinarski
zavod a.d., Subotica were merged into Labiana South East Europe d.o.0. Beograd-Vracar.
However, it has changed its company name to Veterinarski zavod d.o.o. Subotica.

The financial year of the Parent Company and Subsidiaries begins on January 1 and ends on
December 31 of each year. The last Annual Accounts prepared correspond to those for the
financial year ended 31 December 2020.

b) Subsidiaries Companies not Included in the Consolidation Perimeter

As of December 31, 2020, the Parent Company has the following holdings in subsidiaries
companies, which have not been included in the perimeter of consolidation because the Board
of Directors consider that, for its size and little activity, are irrelevant to the global view of the
Consolidated Group.

Percentage of

Direct Holding
Labiana Development, S.L.U 100,00
Labiana México, S.A de C.V 95,00
Zoleant ILAC 51,00
Ecuador-Labiana, S.A. 100,00
Contract Farm Management, S.A 80,00

Tecnofeed, S.L

8,90
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NOTE 3. PRESENTATION BASIS AND PRINCIPLES OF CONSOLIDATIONS OF
THE ANNUAL ACCOUNTS

a) True and Fair View

The accompanying Annual Accounts have been obtained from the accounting records of the
Company and are presented in accordance with current commercial legislation and with the
standards established in the General Chart of Accounts approved by Royal Decree 1514/2007
of November 16, and The amendments incorporated to it by Royal Decree 1159/2010 of 17
September and Royal Decree 602/2016 of 2 December, with a view to showing the true and fair
view of the assets and financial situation as of December 31, 2020 and Of the results of the

Company, of changes in equity and of cash flows produced in the Company in the year then
ended.

These Consolidated Annual Statements have been prepared by the Parent Company s Board of
Directors and will be submitted for approval by the Shareholders’ Meeting, and it is considered

that they will be approved without any changes.

The valuations of the different items of the individual Annual Accounts of each company have
been standardized, adapting the criteria applied to that used in the consolidation.

b) Presentation Currency

In accordance with the applicable laws and regulations on accounting, the Consolidated Annual
Accounts are expressed in Euros.

¢) Responsibility for the Information Given and the Estimates Made

In preparation of the Consolidated Annual Accounts estimates were made to measure certain
of the assets, liabilities, income, expenses and commitments recorded in them, and it basically
refers to the assessment of impairment losses certain assets, the useful life of non-current assets
and the probability of occurrence of provisions.

Basically, these estimates refer to:

- The evaluation of possible impairment losses on certain assets.

- The estimation of the useful lives of intangible and material assets.

- The assessment of the recoverability of deferred tax assets for tax loss carry forwards.
- The evaluation of the activated development costs.

Although these estimates were made based on the best information available at the date of
preparation of the Consolidated Annual Accounts, it is possible that future events will make it
necessary to change them in future years. In this case, this would be done prospectively,
recognizing the effects of the change in estimate on the corresponding income statements.
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d) Critical Aspects of Uncertainties Valuation and Estimation

The good progress of the activity has been reflected in a significant increase in the turnover and
in the general profitability of the Group, closing the financial year with profits that amount to
1.073.710,49 euros.

An improvement is foreseen at the operational level in the coming year that will allow us to
continue generating sufficient cash flows to be able to face the disbursements to be made in
coming years and to face the challenges that have not yet been able to be faced despite being
included in the business plan, linked to improving productivity and increasing production
capacity.

With the acquisition of the company Veterinarski zavod a.d., Subotica by the Serbian company
Labiana South East Europe d.0.0. Beograd-Vracar the Group intends to grow in both sales and
results.

On 8 December 2020, Labiana South East Europe d.o.o. Beograd-Vracar and Veterinarski
zavod a.d., Subotica were merged into Labiana South East Europe d.o.o. Beograd-Vracar.
However, it has changed its company name to Veterinarski zavod d.o.0. Subotica.

On the other hand, the Company's balance sheet as of December 31, 2020 shows in its assets
"Developments" valued at 11.177.446,83 euros, which corresponds mainly to internally
developed research projects, to obtain new components or new applications for existing APIs.
The Board of Directors have analysed the economic and financial viability of all the projects
together with that of the business itself and considered that there are good reasons for keeping
them capitalised for the amount in which they appear on the combined asset, and there is no
indication of their impairment.

In addition, as indicated in note 17, the Group has capitalised tax losses and tax credits for tax
loss carry forwards and tax credits for lack of taxable income of total amount of 1.803.541,51
euros. In view of the evolution of the business in recent years and the projections prepared by
management, it has been considered appropriate to maintain these rights on the asset side, since
it is considered that the projected profits for future years will allow them to be offset.

In view of the foregoing and despite the uncertainty inherent in some of the aforementioned
aspects, the Board of Directors of the Parent Company considers that there is no indication that
the principle of a going concern has not been complied with or that it could lead to significant
changes in the value of the assets and liabilities in the following year.

¢) Comparison of the Information

In accordance with commercial law, for comparison purposes, the Board of Directors presents, in
addition to the figures for the financial year 2020, for each of the items in the Consolidated Balance
Sheet, the consolidated Profit and Loss Accounts, the Consolidated Statement of Changes in
Equity and the Consolidated Cash-Flow Statement, the figures for the previous financial year. The
items for both financial years are comparable and homogeneous.
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f) Principles of Consolidation

The consolidation of the Annual Accounts of LABIANA HEALTH, S.L. (FORMERLY
SEVEN PHARMA, S.L.) with the Annual Accounts of its subsidiaries listed in Note 2, was
performed using the following criteria:

a) The consolidation method used was full integration, considering that there is effective
control over the subsidiary.

The consolidation of the operations of LABIANA HEALTH, S.L. (FORMERLY SEVEN
PHARMA, S.L.) with the aforementioned subsidiary company was performed according to the
following basic principles:

- The criteria used in the formulation of the individual Balance Sheet and the Profit and Loss
Account for each one of the consolidated companies are generally speaking, and in their
basic aspects, homogeneous.

- The Consolidated Balance Sheet and the Consolidated Profit and Loss Account include all
adjustments and eliminations of the consolidation process, as well as the relevant valuation
homogenizations to reconcile balances and transactions between the consolidating
companies.

- The Consolidated Balance Sheet does not include the tax effect corresponding to the
incorporation of the reserves of the subsidiaries into the accounting of the Parent Company,
since it is considered that there will be no transfers subject to deposits at source made, and
that these reserves will be used in each subsidiary as a source of self-financing.

- The balances and transactions between consolidated companies were eliminated in the
consolidation process. The credits and debts with Group, affiliated and associated
companies, which have been excluded from the consolidation (See Note 2.b), are presented
in the corresponding headings of the assets and liabilities headings of the Consolidated
Balance Sheet.

- The elimination of subsidiary company equity investment was conducted by compensating
the shareholding of the Parent Company with the proportional part of the net equity of the
subsidiary companies, which is represented, by the shareholding on the date of acquisition,
registered at its fair value at this date, the assets identifiable and liabilities assumed by the
Parent Company. The difference obtained was treated as a "Negative Difference in
Consolidation" and it has currently included in the reserves of the Parent Company.

- The consolidated result for the financial year shows the part that may be attributed to the
Parent Company, comprised of the result obtained by the latter plus the corresponding part,
by virtue of the financial shareholding, of the income obtained by the subsidiary company.
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NOTE 4. RECOGNITION AND VALUATION STANDARDS

The principal valuation standards used by the Group in the drafting of its Consolidated Annual
Accounts for 2020, in accordance with those established by the General Accounting Plan, were
as follows:

a) Intangible Fixed Assets

Assets included in intangible fixed assets are valued by their cost, whether purchase price or
production cost, reduced by the corresponding accumulated amortization (calculated based on
its useful life) and losses from any impairment, which, where appropriate, has occurred.

Should the Group consider that an intangible fixed asset has an indefinite useful life due to the
inexistence of a foreseeable limit for the period during which the asset would be expected to
generate net cash-flow items, it would not be amortised but instead, it would be subject to an
impairment test at least once a year. The useful life of an intangible fixed asset, which is not
amortised, is revised every financial year to determine whether there are facts and
circumstances that allow this asset to continue with an indefinite useful life. If not, its useful
life will be changed from indefinite to definite.

The depreciable amount of an intangible asset with a finite useful life is allocated on a
systematic basis over its useful life. The amortisation charge for each period is recognised in

profit or loss.

Research & Development Costs

Research & Development expenses are recognized as expenses for the financial year in which
they are incurred.

Activated development costs are specifically individualized by projects and their cost is clearly
established so that it can be distributed over time. Likewise, the Group Management has well-
founded reasons for the technical success and economic profitability of these projects.

Development expenses begin to amortize from the date of completion of the project, with an
estimated useful life of 5 years. The counterpart of capitalized expenses is reflected in the
heading of work carried out for intangible assets in the consolidated income statement for costs
incurred during the year.

When there are reasonable doubts about the technical success or economic profitability of a
project, the amounts recorded in the corresponding assets are directly charged to consolidated
losses for the year.

Likewise, the amounts received as advances from customers related to the aforementioned
development projects are recorded under "Advances received by orders", within commercial
creditors and are not recognized as income until the end of the project.
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Industrial Property

This corresponds to the capitalized development expenses for which the relevant patent or
similar has been obtained, and includes the registration and formalization costs for the industrial
property, as well as the costs for purchasing the corresponding rights from third parties.

These are amortized on a straight-line basis over their useful life.
Goodwill

Goodwill acquired in an operation, where the Company acquired the control of one or more
businesses (business combination), is valued, on the date of the acquisition, at its cost, this being
the excess cost of the business combination on the corresponding value of the identifiable assets
acquired less that of the liabilities assumed. After the initial recognition, goodwill is valued at
its cost less, where appropriate, the accumulated impairment losses, which are considered
irreversible. Tests for impairment of goodwill are carried out annually, or more frequently,
where events or changes in circumstances suggest that the book value may have been impaired.

In order to test for impairment, the goodwill acquired in a business combination is allocated,
from the date of acquisition, to each of the Company’s cash-generating units or groups, to which
the benefits of the synergies in the business combination are expected to pass. Goodwill is not
amortized, instead possible loss in value is determined, once a year at least, by analyzing the
recoverable value for that cash-generating unit (or set of units) and, should this be less than the
net book value, an irreversible loss from impairment is recognized in the Consolidated Profit
and Loss Account.

Computer Applications

Licenses for computer applications purchased from third parties or computer programs created
internally, are capitalized based on the costs incurred for purchasing or developing these, and
for preparing them for their use.

Computer applications are amortized on a straight-line basis throughout their useful lives, at an
annual rate of 20% and 33% annual.

Maintenance expenses for computer applications incurred during the financial year are
recognized in the Consolidated Profit and Loss Account.

b) Tangible Fixed Assets

Tangible fixed assets are valued by their acquisition price net of the corresponding accumulated
amortization and, where appropriate, of the accumulated value of the recognized allowances
for impairment.

Repair and maintenance expenses incurred during the financial year are debited in the
Consolidated Profit and Loss Account. Costs for renovating, extending or improving intangible
fixed assets, representing an increase in capacity, productivity or lengthening of useful life, are
capitalized as a higher value of the corresponding assets, once the book values of the replaced
items have been de-recognised.
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Tangible fixed assets, net of their residual value, where appropriate, are amortized by a
straight-line-basis distribution of the various items that constitute these fixed assets over the
years of estimated useful life making up the period in which the Company hopes to use them,
according to the following table:

Annual Estimated Years
Percentage of Useful Life

Buildings 3 33,33
Technical installations 10 10
Machinery 10 10
Tools and Equipment 20 5

Other installations 10 10
Furniture 10 10

IT equipment 25 4
Vehicles 15 6,67
Other tangible fixed asset 20 5

The loss or profit resulting from writing-off a tangible fixed-asset item is determined as the
difference between the net value, where appropriate, of the sales costs resulting from its
alienation or disposal by other means, where available, and the item's book value, and is
allocated to the Consolidated Profit and Loss Account for the financial year in which this
occurs,

At the financial year’s closure, the Group assesses whether there are signs of impairment in a
tangible fixed-asset item or any cash-generating unit, in which case the recoverable amounts
are estimated and the necessary allowances are made.

An impairment loss is deemed to have occurred in a tangible fixed-asset item where its book
value exceeds its recoverable value, this being understood as the higher value between its fair
value less the sales costs and its value in use.

Allowances for impairment in the tangible fixed-asset items, as well as their reversals where
the circumstances producing them cease, are recognized as an expense or income respectively
in the Profit and Loss Account. The reversal of the impairment is confined to the carrying
amount of the fixed asset that would have been recognised on the reversal date had the
impairment not been recognised.

¢) Leases and other Transactions of a Similar Nature

Operating-lease expenses incurred during the financial year are debited in the Consolidated
Profit and Loss Account.

d) Financial Instruments
The Group only recognizes a financial instrument in its consolidated balance sheet when it

becomes a compulsory part of the contract or legal act in question, in conformity with its
dispositions.
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The Group determines the classification of its financial assets on their initial recognition and,
where it is permitted and appropriate, this classification is re-assessed on each closing balance
sheet.

Financial instruments, for the purposes of their valuation, are classified in any of the following
categories:

Loans and Receivable Items

The following are classified under this category:

a) Trade credits: financial assets arising from the sale of assets and the provision of services
for commercial transactions.

b) Non trade credits: financial assets which, being neither equity instruments nor derivatives,
have no commercial origins, whose payments are for a fixed or determinable amount, and
which are not traded in an active market. They do not include those financial assets for
which the Group cannot recover substantially all the initial investments, owing to
circumstances unrelated to credit impairment. The latter are classified as available for sale.

Debts and Payable Items

The following are classified under this category:

a) Trade debts: financial debts arising from the purchase of assets and services through
commercial transactions.

b) Non trade debts: Financial liabilities which, not being derivate instruments, have no
commercial origins.

Initially, financial assets and liabilities included in this category are valued by their fair value,
which is the price of the transaction and which is equivalent to the fair value of the consideration
paid plus the transaction costs, which are directly attributable to it.

Notwithstanding what is stated in the above paragraph, loans and debts through commercial
transactions with a maturity not greater than one year and which do not have a contractual rate
of interest, are valued by their nominal value where the effect of not updating the cash flows is
of no significance.

In subsequent valuations, both assets and liabilities are valued by their amortized cost. Accrued
interest is recognized in the Consolidated Profit and Loss Account by applying the effective
interest rate method. Notwithstanding the above, loans and debts with a maturity no greater
than one year, which are initially valued by their nominal value, remain valued by this amount
unless, in the case of loans, they have been impaired.

At the year-end, the necessary allowances are made where there is objective evidence of value
of a credit having been impaired i.e. where there is evidence of a reduction or delay in estimated
future cash flows corresponding to that asset.
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An impairment loss in the value of loans and receivable sums corresponds to the difference
between their book value and the current value of the estimated future cash flows to be
generated, deducted at the effective interest calculated on their initial recognition.

Allowance for impairment of debts as of December 31, 2020, has been estimated based on the
analysis made on each of the individualized outstanding receivables on that date.

Investments in Group and Affiliated Companies Equity Instruments

They are initially valued at cost, which corresponds to the fair value of the consideration paid
plus the transaction costs, which are directly attributable to them.

They are subsequently valued by their cost, less, where appropriate, the accumulated value of
the allowances for impairment.

At the close of the financial year, and where there is objective evidence that the book value of
an investment will not be recoverable, the necessary allowances are made.

The value of the allowance is determined as the difference between the book value and the
recoverable value, unless there is better evidence of the recoverable value of the investments,
account is taken, in estimating the impairment in this class of assets, of the proportion of equity
of the entity in which there are holdings, corrected for the implicit capital gains present at the
date of valuation, which correspond to items identifiable on the balance sheet of the entity in
which there are holdings.

Allowances for impairment and, where appropriate, its reversal, are recognized as an expense
or income respectively in the Consolidated Profit and Loss Account. The reversal of the
impairment shall be limited to the book value of the investment that would have been
recognized on the reversal date if the impairment had not been recognized.

De-Recognition of Financial Assets

A financial asset, or part of it, is de-recognized where the contractual rights over the cash flows
of the financial asset have expired or been assigned, and the risks and benefits attaching to its
ownership have been substantially transferred.

When a financial asset is written off, the difference between the net monetary consideration
received from the attributable transaction costs, considering any new asset obtained minus any
assumed liability, and the book value of the financial assets, plus any accumulated amount that
has been directly recognized in the net equity, determines the profit or loss generated when the
mentioned asset is written off, and is part of the yearly result when this occurs.

Write-off of Financial Liabilities

A financial liability is de-recognized where the corresponding obligation ceases.

The difference between the book value of the financial liabilities or of the part that has been
written off and the paid consideration, including the attributable transaction costs as well as any
transferred asset or assumed liability, is recognized in the Profit and Loss Account of the year
in which it takes place.
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Interest and Dividends Received from Financial Assets

Interest and dividends from financial assets accrued subsequent to their purchase are recognized
as income in the Consolidated Profit and Loss Account.

On the other hand, where dividends are unequivocally derived from earnings generated before
the acquisition date, they are recognised by reducing the book value of the investment.

Interests are recognized by using the effective interest rate method and dividends where it is
declared that shareholders are entitled to receive it. For these purposes, in the initial valuation
of the financial assets, both the value of the explicit interest, accrued and non-matured at that
time on acquisition are recognized separately, bearing in mind their maturity, in the initial
valuation of the financial assets.

Guarantees Given and Received

Short and Long term guarantees given and received are valued according to the amount paid-
out.

¢) Inventories

Goods and services included in inventories are valued by their cost, whether this is the
acquisition price or the production cost.

The acquisition cost includes the amount invoiced by the seller after deducting any discount,
reduction or other similar entries as well as the interests incorporated to the debts nominal, plus
the additional expenses produced until the goods are located for their sale and others directly
attributable to the acquisition.

The production cost of the stocks includes the acquisition price of the raw materials and other
consumable materials and the costs directly related to the units produced and a systematically
calculated part of the indirect, variable or fixed costs incurred during the transformation
process. The distribution process of the fixed indirect costs is carried out depending on the
normal production capacity or the real production, whichever is greater.

Advances to suppliers for the future provisions of inventories are valued by their cost.

The cost of the raw materials and other supplies, the cost of goods and the transformation cost
is assigned to the different units in stock through the application of the Weighted Average Price
method.

The cost value of the stocks is subject to value correction depending on the time period expected
consumption and an individualized analysis of each.

The allowance recognized previously will reverse in Consolidated Profit and Loss Account if
circumstances which produced the impairment are no longer influencing or if exists a fair
evidence of the increase of the net value as a consequence of a change in the economic
environment. The reversal is limited by the minor cost and the new net value of the inventories.

The allowances and reversals of inventories impairment are recognized as “Stock change in
finished products and in process” and “Supplies”, according with the typology of the
inventories.
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The ongoing rendering of services corresponds to work exclusively directed to the Renewal of
product registrations, creation and update of dossiers and advisory in the proceedings with
health authorities for third parties. These services are valued for the costs directly chargeable
to the rendering of the service and the profit of the service will be recognized once the hired
services are completed.

f) Transactions in Foreign Currencies

Transactions in foreign currencies are recognized by their exchange value in Euros, by using
the spot exchange-rate for the dates on which they occur.

At the close of every financial year, non-monetary items valued at fair value are valued by
applying the exchange-rate for the fair value’s date of determination, which is at the financial
year’s close. Positive and negative exchange differences are recognized in the Consolidated
Profit and Loss Account for the financial year.

g) Profix Tax

The Group does not do tax consolidation. Consequently, the consolidated expenditure for
Company Tax was obtained by the addition of the expenses for this item of each one of the
consolidated companies, and were calculated from the individual economic profits, corrected
with tax criteria, and taking any applicable returns and deductions into account.

Profit tax is recognised in the Consolidated Profit and Loss Account or directly in the
Consolidated Equity depending on where the gains or losses giving rise to it are recognised.
Profit tax for each financial year includes both current and deferred taxes, where appropriate.

The current tax amount is the sum to be paid by the Company as a result of the assessment
notices for the tax.

Differences between the book value of assets and liabilities, and their tax base, generate the
deferred tax asset or liability tax balances which are calculated using the expected tax rates at
the time of their reversal, and under the method in which it can be reasonably expected to
recover or pay the asset or liability.

Variations arising during the financial year in deferred tax asset or liability taxes are recognized
either in the Consolidated Profit and Loss Account or directly in the Consolidated Equity, as
appropriate.

Deferred tax assets are only recognized insofar as it is probable that the company will have
future tax gains that allow these assets to be applied.

In each closing balance sheet the book value of the recognized deferred tax assets is analyzed
and the necessary adjustments are made insofar as there are doubts over their future tax
recoverability. Likewise, in each closing non-recognized deferred taxes are assessed in the
balance sheet and these are subject to recognition to the extent that their recovery with future
tax benefits is probable.
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h) Income and Expenses

Income and expenses are allocated according to the accrual basis, i.e. where the real flow of
goods and services occurs which these represent, irrespective of when the monetary or financial
flow deriving from them occurs.

Income resulting from the sale of goods and provision of services is valued by the fair value of
the consideration, received or to be received, that derives from these, which, unless there is
evidence to the contrary, is the agreed price for these goods or services, less: the amount of any
discount, reduction or other similar items that the Company may concede, as well as the interest
incorporated into the face value of the credits.

i) Environmental Equity Items

Expenses in connection with minimizing effects on the environment and with protecting and
improving the environment are recognized according to their nature in the Consolidated Profit
and Loss Account for the financial year in which they occur.

Assets intended for such activities are classified under the corresponding heading of the tangible
fixed asset and are valued by their acquisition price or production cost, net of the corresponding
accumulated amortization, and, where appropriate, the accumulated amount for recognized
allowances for impairment.

i) Liabilities for Long-Term Payments to Staff

The Parent Company rewards its employees with a bonus of half a monthly salary, a monthly
salary and two monthly salaries when they reach 18 years, 25 years and 40 years in the
Company, respectively.

In addition, the Subsidiary rewards its employees with a bonus of 150 Euros and 240 Euros,
when they have been 25 years and 40 years in the Company, respectively.

The Group registers a provision to cover this obligation based on its best estimate.

k) Grants, donations and legacies

Non-refundable capital grants, as well as donations and legacies, are valued by the fair value of
the amount granted or of the goods received. They are initially recorded directly as income in
the Consolidated Equity and are recognized in the Consolidated Profit and Loss Account in
proportion to the depreciation undergone over the period of the assets financed by these grants,
except in the case of non-depreciable assets, in which case they will be recorded to the earnings
of the financial year in which their alienation or de-recognition occur.

Grants for debt cancellation, are recorded as income for the financial year in which the
cancellation occurs, except if they were received for a specific financing, in which case the
recognition is made according to the item financed.

Refundable grants are recognized as long-term debt convertible into subsidies until they become
non-refundable.
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Operation grants are credited to the income statement at the time of accrual.

Monetary amounts received that are not assigned to any specific purpose are recorded as an
income for the financial year in which they are recognized.

1) Related-Party Transactions

In general, items forming the subject matter of a related-party transaction are initially
recognized by their fair value. The subsequent valuation is made in accordance with the
provisions laid down in the corresponding regulations.

NOTE 5. INTANGIBLE FIXED ASSETS

Details of and changes in tangible fixed assets throughout the financial year 2020 are as follows,

in Euros:

31/12/2019 Acquisitions Transfers 31/12/2020
Cost:
Development 12.837.534,94 2.058.884,95 - 14.896.419,89
Industrial property 862.635,93 71.414,34 21.556,64 955.606,92
Computer applications 1.952.089,28 250.590,17 45.773,77 2.248.453,22
Goodwill 665.828,34 185,77 - 666.014,11
Other assets 71.321,41 99.445,96 (67.330,41) 103.436,96
16.389.409,90 2.480.521,19 - 18.869.931,09
Accumulated amortization:
Development (2.894.307,06) (824.666,00) - (3.718.973,06)
Industrial property (727.478,84) (4.293,61) - (731.541,16)
Goodwill (8.938,52) (66.601,41) - (75.539,93)
Computer applications (1.629.849,37) (106.848,69) - (1.736.698,12)
(5.260.342,55) (1.002.409,72) - (6.262.752,27)
Impairment
Development (592.946,52) - - (592.946,52)
Computer applications (22.261,94) - - (22.261,94)
(615.208,46) (615.208,46)
Intangible Fixed Assets, Net 10.513.858,89 1.478.111,48 - 11.991.970,36









































































































