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Natraceutical, S.A. and subsidiaries 
 
(Thousand euro) 
 

 

 

 
 

 

Consolidated balance sheet 

 

   At 31 December 

  Note 2010 2009 

 ASSETS  

 Non-current assets  

 Property, plant and equipment 6 631 4,447 

 Intangible assets 7 71,306 82,514 

 Investments in associated companies 8 78,808 70,566 

 Available-for-sale financial assets: 10 1,937 4,682 

 Deferred tax assets 21 2,735 11,208 

 Other non-current financial assets 12 1,505 268 

   156,922 173,685 

 Current assets    

 Inventories 13 5,162 4,647 

 Trade and other receivables 12 7,765 18,641 

 Available-for-sale financial assets: 10 44 - 

 Accounts receivable from Public Administrations  2,483 1,866 

 Other current financial assets 12 828 246 

 Cash and cash equivalents 14 1,392 1,095 

   17,674 26,495 

 Disposable group assets classified as held-for-sale  

15 

 
8,492 

 
- 

     

 Total assets  183,088 200,180 

 

 

 

 

 

 

 

 

 

 

 



Natraceutical, S.A. and subsidiaries 
 
(Thousand euro) 
 

 

 

 
 

 

Consolidated balance sheet 
 

   At 31 December 

  Note 2010 2009 

 Equity and liabilities     

 

 

Equity attributable to parent company 

shareholders 

   

 Ordinary capital  16 32,871 32,871 

 Share premium 16 103,494 103,494 

 Other reserves 18 2,097 (441) 

 Retained earnings 18 (65,108) (42,337) 

     

 Total equity   73,354 93,587 

 Liabilities     

 Non-current liabilities    

 Borrowings 20 205 6,707 

 Derivative financial instruments 11 489 2,814 

 Deferred tax liabilities: 21 1 612 

 Other non-current financial liabilities 19 7,389 1,576 

 Long-term provisions  198 106 

   8,282 11,815 

 Current liabilities    

 Trade and other payables 19 13,395 14,192 

 Accounts payable to Public Administrations  1,195 1,266 

 Borrowings 20 83,766 63,754 

 Other current financial liabilities 19 2,501 - 

 Other current liabilities 19 - 15,084 

 Provisions for other liabilities and charges 23 595 482 

   101,452 94,778 

 Total liabilities  109,734 106,593 

 Total equity and liabilities  183,088 200,180 

 

The Notes on pages 9 to 101 are an integral part of these consolidated annual accounts.  
 
 

 

 

 
 
 
 



Natraceutical, S.A. and subsidiaries 
 
(Thousand euro) 
 

 

 

 
 

 

 
 
Consolidated income statement  
 

  

 

 

 

Year ended 31 

December 

  Note  2010 2009 

 Continuing activities   

 Ordinary revenue 5 38,841 134,616 

 Changes in inventories of finished products and work 

in progress 

 812 (3,532) 

 Raw materials and consumables  (10,430) (62,990) 

 Other operating income  182 899 

 Staff costs 24 (10,423) (27,454) 

 Other operating expenses 25 (25,309) (50,032) 

 Fixed asset depreciation 6 and 7 (1,386) (6,249) 

 Impairment and gains/(loss) on fixed asset disposals   (11,453) (6,932) 

 Operating profit/(loss)  (19,166) (21,674) 

 Financial income 26 1,033 527 

 Financial expenses 26 (6,594) (8,723) 

 Gains/(losses) on exchange  26 689 (377) 

 Impairment and profit/(loss) on disposal of financial 

instruments 

 

26 

 

(502) 

 

(13,665) 

 Net financial expense  (5,374) (22,238) 

 Share in results obtained by associates 8 5,032 - 

 Profit/(loss) before income tax  (19,508) (43,912) 

 Income tax 28 (3,110) (995) 

 Profit/(loss) for year from continuing operations  (22,618) (44,907) 

 Profit/(loss) for the year  (22,618) (44,907) 

 Attributable to:    

 Parent company shareholders  (22,618) (44,907) 

 Non-controlling shareholdings  - - 
 Profit per share from continuing and discontinued 
activities attributable to parent company shareholders 
during the year  (euro per share) 

   

 Basic earnings per share    

 - From continuing activities  29 (0.070) (0.139) 

     
 Diluted earnings per share    

 - From continuing activities  29 (0.070) (0.139) 
 

The Notes on pages 9 to 101 are an integral part of these consolidated annual accounts. 
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Consolidated income statement  
 

  

 

 

 

Year ended 31 

December 

  Note 2010 2009 

 Profit/(loss) for the year   (22,618) (44,907) 

 Other overall profit/(loss):    

 Stake in other overall results obtained by 

associates 
8 3,229 - 

 Cash flow hedges  (45) 568 

 Foreign currency translation differences   (646) 6,019 
 Other overall profit/(loss) for year, net of 

taxes 
  

2,538 

 

6,587 

 Overall profit/(loss) for the year  (20,080) (38,320) 

 Attributable to:    

 Parent company shareholders  (20,080) (38,320) 

 Non-controlling shareholdings  - - 

 Overall profit/(loss) for the year  (20,080) (38,320) 

   

 

The items shown in this statement of overall profit/(loss) are presented net of taxes.  

 

The Notes on pages 9 to 101 are an integral part of these consolidated annual 

accounts.
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Consolidated statement of changes in equity  
 
 

 

 

 

 

Attributable to parent company shareholders 

  

 

Share capital 

(Note 16) 

Share 

premium 

(Note 16) 

Other 

reserves 

Retained earnings 

(Note 18) 

 

 

 

Total 

 

 

Non-controlling 

shareholdings 

 

 

Total 

equity 

Balance at 1 January 2009   

32,871 103,494 (13,694) 9,277 131,948 - 131,948

Overall results   

Profit /(loss)   - - - (44,907) (44,907) - (44,907)

Other overall profit/(loss)   

Net cash flow and other hedges  - - 568 - 568 - 568

Gains/(losses) on exchange  - - 6,019 - 6,019 - 6,019

Other overall profit/(loss)  - - 6,587 - 6,587 - 6,587

Total overall profit/(loss)  - - 6,587 (44,907) (38,320) - (38,320)
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Attributable to parent company shareholders 

  

 

Share capital 

(Note 16) 

Share 

premium 

(Note 16) 

Other 

reserves 

Retained earnings 

(Note 18) 

 

 

 

Total 

 

 

Non-controlling 

shareholdings 

 

 

Total 

equity 

Transactions with shareholders   

− (Acquisition)/sale of treasury shares  - - - 1,079 1,079 - 1,079

− Exit from the scope of consolidation  - - 6,666 (7,786) (1,120) - (1,120)

Total transactions with shareholders   6,666 (6,707) (41) - (41)

Balance at 31 December 2009  32,871 103,494 (441) (42,337) 93,587 - 93,587

Balance at 1 January 2010  32,871 103,494 (441) (42,337) 93,587 - 93,587

Overall results   

Overall results   

Profit / Loss   - - - (22,618) (22,618) - (22,618)

Other overall profit/(loss)   
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Attributable to parent company shareholders 

  

 

Share capital 

(Note 16) 

Share 

premium 

(Note 16) 

Other 

reserves 

Retained earnings 

(Note 18) 

 

 

 

Total 

 

 

Non-controlling 

shareholdings 

 

 

Total 

equity 

Cash flow hedges, net of taxes  - - (45) - (45) - (45)

Stake in other overall results obtained by associates   3,229 - 3,229 3,229

Gains/(losses) on exchange  - - (646) - (646) - (646)

Other overall profit/(loss)  - - 2,538 - 2,538 - 2,538

Total overall profit/(loss)  - - 2,538 (22,618) (20,080) - (20,080)

Transactions with shareholders   

− Other movements  - - - (153) (153) - (153)

Total transactions with shareholders   - (153) (153) - (153)
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Attributable to parent company shareholders 

  

 

Share capital 

(Note 16) 

Share 

premium 

(Note 16) 

Other 

reserves 

Retained earnings 

(Note 18) 

 

 

 

Total 

 

 

Non-controlling 

shareholdings 

 

 

Total 

equity 

Balance at 31 December 2010  32,871 103,494 2,097 (65,108) 73,354 - 73,354

 The Notes on pages 9 to 101 are an integral part of these consolidated annual accounts. 



 

 

Consolidated cash flow statement  
 

  

 

 

 

Year ended 31 

December

   2010 2009 

 Cash flows from operating activities    

 Profit/(loss) before taxes     

       

       

       

     

 (19,508) (43,912) 

 Adjustments owing to:   

 − Depreciation of property, plant and equipment  (Note 6)  391 4,388 

 − Amortization of intangible assets (Note 7)  995 1,861 

 − Impairment and gains on disposals of PPE  11,453 6,932 

 − Changes in trade provisions  81 5,205 

 − Gains/(losses) on exchange  (689) 377 

 − Share in profits obtained by associates  (5,032)  

 − Provisions for risks and charges    
       
       
       
       

 205  

 − Financial expenses     
       
       
       
      

 6,594 8,723 

 − Result of impairment of financial instruments  502 13,665 

 − Financial income     
       
       
     

 (1,033) (527) 

 Changes in working capital  (excluding the effects of acquisitions 

and exchange differences on consolidation):    

  

 − Changes in inventories  (596) 55 

 − Changes in financial assets    
       
       
      

 (582) 3,119 

 − Changes in trade and other receivables  2,542 (10,185) 

 − Changes in other current liabilities    13.524  
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 − Changes in raw materials and consumables  (12,437) (5,396) 

 Cash generated from operations  (3.590) (15,695) 

 Interest paid      

       

       

       

    

 (1,434) (8,369) 

 Interest collected  527 

 Corporate income tax income/(expense)  77 

 Net cash generated from operating activities   

       

       

   

 (5,024) (23,460) 

 Cash flows from investing activities    

 Acquisition of property, plant and equipment   

       

       

       

       

 (142) (3,010) 

 Acquisition of intangible assets    

       

       

       

      

 (846) (3,134) 

 Acquisition of investments in group companies, joint ventures and 

associates      

       

       

     

 (1,466) 

 Disposal of investments in group companies, joint ventures and 

associates 

 7,000 

 Disposal of other intangible assets  4,044 

 Disposal of property, plant and equipment  157 

 Acquisition of treasury shares  7  

 Disposal of other financial assets  247 

 Net cash used in investing activities  (981) 3,838 

     

 Cash flows from financing activities    

 Revenues from loans utilised  81,259  



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

 Disbursement owing to loan repayment  (71,883) (14,621) 

 Changes in other non-current financial liabilities  (260)  

 Disposal of treasury shares  1,079 

 Cancelled derivatives  (2,814)  

 Net cash used in financing activities  6,302 (13,542) 

 Effect of exchange rate fluctuations  (377) 

 Net increase in cash and cash equivalents  297 (33,541) 

 Cash, cash equivalents and bank overdrafts at beginning of the 

year  

 1,095 34,636 

 Cash and cash equivalents at year end  1,392 1,095 

 

 The accompanying Notes on pages 9 to 101 are an integral part of these consolidated annual 

accounts. 
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Notes to the consolidated annual accounts  
 

 

1 General information 
 

The parent company Natraceutical S.A. was incorporated on 1 June 1993 and it is domiciled at 

Paseo Ruzafa 9-11th floor (Valencia, Spain). 

 

Its primary activity is the rendering of financial, accounting and other advisory services and the 

holding of shares.  

 

The Group has companies located in Monaco, Belgium, Spain, Portugal and Canada. Its products 

are marketed primarily in Europe. 

 

All of the parent company's shares are listed on the continuous market. 

 

At 31 December 2009 the parent company signed an agreement with the listed French company 

Naturex, S.A. under which Natraceutical Group merged its functional ingredients division into that 

French Group in exchange for a 35.11% stake in the Group. After the execution of this 

agreement, Naturex, S.A. became the worldwide leader in natural speciality ingredients. At that 

same date the parent company sold shares in Naturex and the Group then held a 33.93% stake 

(see Note 31). 
 

Natraceutical Group pertains to a larger consolidation group, Natra Group, whose corporate 

purpose is the preparation and marketing of checmical and food products, the operation of 

agricultural plantations and tropical products, the promotion, construction and marketing of real 

estate, the acqusition, sale and administration of securities, management advisory services for 

other companies and the management of all types of companies. The parent of this Group is 

Natra, S.A. and it is the ultimate parent company. 

 

These consolidated annual accounts were prepared by the Board of Directors on 29 April 2011. 

The Directors will present these consolidated annual accounts to shareholders and they are 

expected to be approved without any changes. 
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2 Summary of the main accounting policies applied 
 

The main accounting policies adopted when preparing these consolidated annual accounts are 

described below. These policies have been applied consistently to all years presented unless 

otherwise stated. 
 

2.1 Basis of presentation 

 

The Group's consolidated annual accounts for 2008 have been prepared in accordance with 

International Financial Reporting Standards adopted by the European Union (IFRS-EU) and 

IFRIC interpretations in force at 31 December 2010.  

 

The consolidated annual accounts have been prepared on a historical cost basis, modified in 

those cases stipulated by the IFRS-EU standards, under which certain assets and liabilities are 

stated at their fair value. 
 

The preparation of consolidated annual accounts under IFRS-EU requires the use of certain 

critical accounting estimates. Similarly, Management is required to exercise judgement in the 

application of the Group’s accounting policies. Note 4 discloses the areas that require a higher 

level of judgment or entail greater complexity, and the areas where assumptions and estimates 

are significant for the consolidated annual accounts. 

 
2.1.1 Going concern 

 

As a result of the evolution of the sectors in which the Company operates, the increase in 

competition, largely due to the general decline in the consumption of food and beauty products 

and the difficult economic environment, the Company has recorded significant losses during the 

year that have considerably affected the generation of free cash flow beyond the most pessimistic 

estimates. 

 

This has resulted in the accompanying balance sheet at 31 December 2010 recognising negative 

working capital totalling €83,778 thousand (€68,283 thousand at 31 December 2009). In addition, 

taking into consideration the obligations established in the syndicated financing arrangement 

concluded in April 2010 under which the Company must comply with a series of covenants, which 

have not been met based on the aforementioned circumstances, the Company has proactively 

informed the Group's financial situation to the lending banks sufficiently in advance.  At the same 

time it requested the waivers that were necessary to prevent early termination of the agreement in 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

the short-term and, therefore, delayed the classification in 2011 of most of the gross bank 

borrowings as a current liability at 31 December 2010.  

 

On 29 April 2011 the Company satisfactorily completed the process of obtaining the waivers from 

the financial institutions granting the syndicated financing explained in Note 20, which provides 

evidence of their financial support and the Company was relieved from the obligation of complying 

with those covenants for twelve months and the original maturity date of the financing was not 

changed. This will allow it to be classified as long-term borrowings in the balance sheet under 

Non-current liabilities. 

 

Furthermore, the Directors consider that the path to profits will be retaken in coming years 

(starting immediately in 2011), given growth projections, the market value of its financial 

investments that will be available for sale and the results obtained by the subsidiary Laboratoires 

Forte Pharma, SAM. The Company's plans with respect to financial investments include the 

possibility of disposing of assets not associated with its primary operating activities, which would 

give rise to additional available cash. The 33.82% stake in Naturex S.A. (see Note 8) would, in 

accordance with that company's plans, give rise to income for the Group. Based on the above, 

the parent company's Directors believe that these circumstances will permit the Group's activities 

to be adequately maintained. 

 

The Directors of the parent company consider that the 2011 budgets prepared by management, 

together with the solid financial structure deriving from the syndicated financing that the Company 

obtained in 2010 will allow for the consolidation/strengthening of its financial situation, the 

maintenance of normal business operations and the recovery of the necessary profits from its 

activities. Together with the cash budget prepared by management, which includes an estimate of 

a surplus of receivables over payables, eliminates any doubt as to the Group's capacity to 

continue with normal operations and, as a result, as to the final recovery of assets and the 

settlement of liabilities through the Group's normal course of business. 

 

 

 
2.1.2 Comparability 

 

The information set out in these notes to the consolidated annual accounts for 2010 is presented 

together with the information regarding 2009, for the purposes of comparison. 

 

Certain figures for 2009 have been reclassified in these consolidated annual accounts to conform 

to current year presentation and to facilitate their understanding. The most significant 

reclassifications are set out below: 
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 Euro 

 Dr  Cr 

Intangible assets 

Investments in associates 

 

22,200 

 22,200 

 
 

Similarly, the heading "Impairment and profit/(loss) on fixed asset disposals" includes €6,932 

thousand, which at 31 December 2009 was recorded under the heading "Impairment and 

profit/(loss) on disposals of non-current assets". 

 

The Group has grouped together the items included under equity in the headings "Retained 

earnings" and "Other reserves" and the latter only records the amounts relating to the items 

included under "Other overall results" in the "Consolidated Statement of Changes in Equity". The 

reclassification of 2009 information is as follows: 

 

 

 Thousand euro 

 Dr  Cr 

Differences on exchange: 

Retained earnings 

- 

42,337 

 144 

- 

Reserves (retained earnings) 6,826  - 

Other reserves 441  - 

Treasury shares -  4,883 

Reserves in companies consolidated 

using full consolidation method 

 

330 

  

- 

Results for the year attributable to 

the parent company 

 

- 

  

44,907 

 

 

 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

2.1.3 Changes in accounting policies and disclosures 

 

2.1.3.1 Mandatory standards, amendments and interpretation for all years starting 1 January 

2010 

 

IFRS 3 (Revised) “Business combinations” 

 

This standard is mandatory, on a prospective basis, for all business combinations whose 

acquisition date is subsequent to the date of the first year commencing after 1 July 2009. The 

early application of IFRS 3 is allowed for years commencing as from 30 June 2007. In any event, 

the early application of IFRS 3 requires the application of IAS 27 (revised in 2008) and the 

amendments to IFRS 5 included as a result of the 2008 improvement project as from the same 

date. 

 

The revised standard maintains the acquisition method for business combinations, although 

significant changes are introduced compared with the preceding IFRS 3. For example, all 

payments are recognized at fair value at the date of acquisition, and the contingent payments that 

are classified as liabilities are measured at each closing date at fair value, and all changes are 

recorded in the income statement. An accounting policy option is introduced at the business 

combination level, consisting of measuring minority shareholdings at fair value or the proportional 

value of the net assets and liabilities recorded by the acquired company. All transaction costs are 

taken to expenses.  

 

IAS 27 (Revised) “Consolidated and separate financial statements”  

 

This amendment is mandatory  for all years commencing as from 1 July 2009. 

The revised standard requires that all transactions with minority shareholders be recorded under 

equity, provided that there are no changes in control, such that these transactions no longer have 

an effect on goodwill and do not lead to any profit or loss. The standard also covers the 

accounting treatment to be applied when control is lost. Any residual stake held in the company 

will again be measured at fair value and a profit or loss will be recognized in the income 

statement.  

 

IFRS 1 (Revised) "First-time adoption of IFRS" (applicable to years that commence as from 

1 July 2009).  

 

As part of its annual improvement project, in 2007 the IASB proposed to revise IFRS 1 to make it 

more understandable for users and design it such that it can better accommodate future changes. 

In this version, revised in November 2008, the previous version is essentially maintained but 

within a modified structure. 
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IFRS 1 (Revised) "Additional exemptions for companies that adopt IFRS for the first time" 

 

This amendment eliminates the retroactive application of IFRS to companies that use the total 

cost method for properties relating to oil and gas. It also eliminates the requirement that 

companies that have entered into lease agreement from re-evaluating the classification of these 

agreements, in accordance with IFRIC 4 "Determining whether an agreement contains a lease". 

This revision is applicable to all years commencing as from 1 January 2010. 

 

IFRS 2 (Revised) “Group share-based transactions settled in cash” (in force as from 1 

January 2010). 

 

This amendment to IFRS 2 is mandatory  for all years commencing as from 1 January 2010.   

 

The amendments to IFRS 2 provide a clear base for determining the classification of the share-

based transactions in the consolidated and separate financial statements. The amendments 

include CINIIF 8, “Scope of IFRS 2”, and IFRIC 11, “IFRS 2 – Group and Treasury Share 

Transactions”, in IFRS 2. The guidelines of IFRIC 11 have also been expanded to include 

agreements between group companies that were not taken into consideration in this 

interpretation. IFRS 2 (Revised) covered the concessions settled in cash by a group company that 

has not contracted the employees that receive the concessions. 

 

IFRS 5 (Revised), “Non-current assets held for sale and discontinued operations” (and 

related amendment to IFRS 1 “First-time adoption of IFRS”). 

 

This amendment is mandatory  for all years commencing as from 1 July 2009. 

 

This revision is part of the annual IASB improvement project published in 2008 and it clarifies that 

all assets and liabilities at a subsidiary must be classified as held for sale if control over the 

subsidiary is lost as a result of a plan for its partial sale. In the event that it meets the conditions to 

be considered a discontinued operation, the relevant breakdowns regarding the subsidiary must 

be included. As a result, IFRS 1 has also been adapted to take into account this revision, such 

that its application is prospective as from the date of transition to IFRS.  

 

IAS 39 (Revised), "Items that may be classified as hedges"   

 

This interpretation is mandatory  for all years commencing as from 1 July 2009 and must be 

applied retroactively.  

 

This revision introduces two important changes to IAS 39. Firstly, it prohibits designating inflation 

as a component that can be hedged in a fixed rate instrument. Secondly, in a hedge of a 

unilateral risk with options, the temporary value cannot be included in the hedged risk. 
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IFRIC 12, “Service concession arrangements” 

 

This interpretation affects the public-private service concession agreements when the grantor 

regulates the services to which the concessionaire must apply infrastructure, to whom the service 

must be directed and at what price and controls any residual stake in the infrastructure at the end 

of the agreement.  

This interpretation is applicable to all years commencing as from 30 March 2009. 

 

IFRIC 15, Agreements for the construction of buildings: 

 

This interpretation clarifies the conditions under which revenues deriving from building 

construction agreements must be recognised and, in particular, if those agreements are covered 

by the scope of application of IAS 11 "Construction contracts" or IAS 18 "Ordinary revenues".  

 

 This interpretation is mandatory  for all years commencing as from 1 January 2010. 

 

IFRIC 16  "Hedges of net investments in foreign businesses” 

 

This interpretation addresses the accounting treatment to be applied to hedges of a net 

investment, including the fact that the hedge of the net investment relates to differences in the 

functional currency and not presentation, as well as the fact that the hedging instrument may be 

maintained anywhere within the Group, except for the subsidiary being hedged. The requirement 

of IAS 21 "Effects of changes in foreign exchange rates" are applicable to the hedged item. IAS 

39 “Financial instruments must be applied: Recognition and measurement" on a prospective basis 

as from 1 January 2010 to suspend the accounting of hedges relating to the hedging instruments 

designated as a hedge of a net investment that does not comply with the requirements of IFRIC 

16. This amendment is not applicable to the Group given that it does not recognise any hedges 

for net investments in any foreign business. 

 

This interpretation is mandatory  for all years commencing as from 1 July 2009. 

 

IFRIC 17 “Distributions of non-Cash assets to owners” 

 

IFRIC 17 provides guidelines for recognizing those agreements under which a company 

distributes non-cash assets to owners, either through the distribution of reserves or dividends. 

IFRS 5 has also been revised to require that assets be classified as held for distribution if they are 

only available for distribution in their current state and provided that this action is highly likely.  

 

This interpretation is mandatory  for all years commencing as from 1 July 2009. 

 

 

 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

IFRIC 18, “Transfers of customer assets” 

 

This interpretation provides guidelines as to how to recognize property, plant and equip0ment 

received from customers, or the cash received that is used to acquire or construct specific assets. 

This interpretation is only applicable to those assets that are used to connect a customer to a 

network or to provide the customer with continuous access to the supply of goods or services, or 

both.  

 

This interpretation must be applied on a prospective basis to all asset transfers from customers 

received as from 1 July 2009. This interpretation will be applied for the purposes of adoption by 

the European Union no later than the start of the first year commencing as from 31 October 2009.  

 

None of these amendments has had a significant impact on the Group’s consolidated annual 

accounts. 

 

2009 Improvement project 

 

This project was published in April 2009 by the IASB and adopted by the European Union in 

March 2010. The modifications it contains and the dates on which each enter into force are 

indicated below. 

 

IAS 1  “Presentation of financial statements”. 

 

The modification concerns the current/non-current classification of liabilities that may be 

converted into equity instruments at the option of the holder. Clarification is provided that a 

financial liability is classified as non-current, despite the right of the holder to require the liability 

be settled through the issue of equity instruments at any time, provided there is an unconditional 

right to defer the cancellation of the liability through a transfer of cash or other assets at least 

during the twelve months following the strike date being reported. 

 

This amendment is mandatory  for all years commencing as from 1 January 2010. 

 

IAS 7, "The cash flow statement" 

 

The guidelines are modified to clarify that only payments that result in the recognition of an asset 

on the balance sheet may be classified as cash flows from investing activities. This improves the 

alignment of the classification of cash flows from investment activities in the cash flow statement 

and the presentation of assets recognised in the financial position statement, reducing divergence 

in practice.  

 

This amendment is mandatory  for all years commencing as from 1 January 2010. 
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IAS 17, "Leases" 

 

When a lease includes land and buildings it is classified as a finance or operating lease 

separately in accordance with the general principles established by IAS 17. Before this change 

IAS 17 generally required that the lease of land with an indefinite useful life be classified as an 

operating lease, unless the ownership was transferred at the end of the lease period. However, 

the IASB has concluded that this is inconsistent with the general principles for classifying leases, 

such that this guideline has been eliminated. A lease newly classified as a finance lease must be 

recognised on a retroactive basis.  

 

This amendment is mandatory  for all years commencing as from 1 January 2010. 

 

IAS 18, “Ordinary revenue” 

 

An additional paragraph was added to the Appendix to IAS 18 in which guidance is provided to 

determine whether a company is operating as a principal or as an agent.  

 

The change affects the Appendix to IAS 18, which does not form part of the standard, such that 

the new guidance must be applied as from publication. 

 

IAS 36, “Impairment of asset values”. 

 

In order to verify the impairment, the cash generating units (CGUs) or groups of CGUs among 

which goodwill is distributed may not be larger than an operating segment (as defined by IFRS 8) 

before aggregation. The companies that use aggregated operating segments to determine their 

CGUs must desegregate them when the amendment enters into force. This may result in the 

recognition of an impairment charge.  

 

This amendment is mandatory  for all years commencing as from 1 January 2010. 

 

IAS 38, “Intangible assets”. 

 

The modification eliminates the exemptions to recognising intangible assets on the basis that their 

fair values cannot be reliably estimated, which have the following impacts: 

- The intangible assets acquired in a business combination that may be separated or derive 

from contractual or other legal rights must be recognised and 

- Supplementary assets may only be recognised as a single asset if they have similar useful 

lives.  

 

The amendment specifies various measurement techniques that may be used to value intangible 

assets when there is no active market.  
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This amendment is mandatory  for all years commencing as from 1 July 2009.  

 

IAS 39 – “Financial Instruments: Recognition and measurement”. 

 

The following amendments are included: 

 

The exception to the scope within IAS39p2(g) is amended to clarify that it is only applicable to 

term contracts that arise in a business combination to take place at a future date, provided the 

term of the contract does not exceed “a reasonable period, normally necessary to obtain 

necessary approval and complete the transaction”; 

 

The reference to transactions between segments as transactions that may be designated as 

hedges in the individual or separate financial statements is eliminated; 

 

Clarification is provided that the deferred amounts under equity may only be reclassified to the 

income statement when the hedged forecast cash flows affect results; 

  

The terminology regarding the evaluation of the purchase and sale options in convertible 

instruments is clarified. 

 

These amendments are mandatory application for all years commencing 1 January 2010, except 

for the elimination of the reference to segments, that must be applied to years commencing as 

from 1 January 2009. The modification to NIC39p2(g) is applied prospectively to all contracts that 

have not fallen due on the date of adoption. 

 

IFRS 2  “Share-based payments" 

 

The scope of IFRS 2 is in line with the definition of business combinations provided by IFRS 3 

(Revised), "Business combinations". The revision confirms that the transactions under common 

control and the contribution of a business when creating a business combination do not fall under 

the scope of IFRS 2.  

 

This amendment is mandatory  for all years commencing as from 1 July 2009. 

 

IFRS 5 "Non-current assets held for sale and discontinued operations" 

 

The amendment clarifies that IFRS 5 specifies the information to be disclosed with respect to 

assets held for sale and discontinued operations. 

 

The information to be disclosed under other IFRS is not applicable, unless required by those 

IFRS: 
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- Information to be specifically revealed with respect to assets held for sale and discontinued 

operations; or 

- Information to be disclosed with respect to the measurement of assets and liabilities within a 

disposable group that does not fall within the scope of the measurement requirements 

established by IFRS 5. 

 

This amendment is mandatory  for all years commencing as from 1 January 2010.  

 

IFRS 8, "Operating segments" 

 

The requirement to disclose the value of assets in a segment is only applicable when the 

maximum decision taking body revises this information. This amendment is mandatory  for all 

years commencing as from 1 January 2010.  

 

IFRIC 9 – "Reassessment of Embedded Derivatives" 

 

The revision clarifies that IFRIC 9 is not applicable to derivatives embedded in contracts acquired 

in: 

 

- Business combinations under the scope of IFRS 3 (Revised) 

- Mergers or jointly controlled businesses, or 

- The creation of a joint venture.  

 

This amendment is mandatory  for all years commencing as from 1 July 2009.  

 

IFRIC 16  "Hedges of net investments in foreign businesses” 

 

This amendment confirms that the hedge instrument may be maintained by any Group company, 

including the company being hedged.  

 

This amendment is mandatory for all years commencing as from 1 July 2009. 

 

These changes will not have any significant effect on the group’s consolidated annual accounts. 

 

2.1.3.2 Standards, amendments and interpretations that may be adopted before the start of 

financial years commencing 1 January 2010 

 

IAS 24, “Related party disclosures”. 

 

The revised standard clarifies and simplifies the definition of related party, eliminating the existing 

inconsistencies in the preceding standard and making it easier to apply. In addition, it eliminates 

the requirement for companies related to public entities to disclose details regarding all 
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transactions with public administrations and other entities related to public administrations. The 

revised standard may be fully or partially applied early with respect to the reduced disclosures for 

companies relate to public administrations. 

 

This standard is applicable to all years commencing as from 1 January 2011. 

 

IAS 32 (Revised), “Classification of the issue of rights”. 

 

This revision covers the presentation of financial instruments (rights to shares, options or 

warrants) denominated in a currency other than the issuer's functional currency. The revision 

indicated that if the issue is a pro-rata to the issuer's shareholders and for a set amount in any 

currency, it must be classified as equity regardless of the currency in which the strike price is 

denominated. Prior to this amendment, these issues would have had to be classified as derivative 

financial liabilities. 

 

This amendment to IAS 32 is applicable to all years commencing as from 1 February 2010. 

 

IFRS 1 (Revised) “Limited exemption from the requirement to disclose comparative 

information in accordance with IFRS, applicable to first-time adopters of IFRS” 

 

The amendment of IFRS 1 provides first-time adopters of IFRS the same assistance with the 

transition as existing companies using IFRS received from the amendment of IFRS 7 "Financial 

instruments: Disclosures", in force as from 1 January 2009. The amendment would require the 

disclosure of the fair value measurement and liquidity risk, and in the first year of application the 

presentation of comparative information would not be required.  This amendment is applicable to 

all years commencing as from 1 July 2010. 

 

IFRIC 14 (Revised), “Prepayments when there is an obligation to maintain a minimum level 

of financing” 

 

Certain companies that are subject to minimum financing requirements may choose to make early 

repayments. Under IFRIC 14 the recognition of an asset for any surplus that arises as a result of 

these payments may be avoided. IFRIC 14 has been amended to require that an asset be 

recognised under these circumstances.  

 

This amendment to IFRIC 14 is applicable to all years commencing as from 1 January 2011. 

 

IFRIC 19 "Offset of financial liabilities with equity instruments" 

 

IFRIC 19 covers the recognition by a company that renegotiates the terms of the a financial 

liability and issues shares to the creditor to fully or partially extinguish the financial liability (swap 

of debt for equity). The interpretation requires that a gain or loss be recognised in the income 
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statement when a liability is settled by the issue of equity instruments by the Company. The 

amount of the gain or loss recognised in the income statement is calculated as the difference 

between the carrying value of the financial liability and the fair value of the equity instruments 

issued. If the fair value of the equity instruments cannot be reliably calculated, the fair value of the 

existing financial liability is used to calculate the gain or loss and to recognise the equity 

instruments issued. The interpretation is applied retroactively as from the started of the oldest 

year of comparison presented. 

 

This interpretation will be applied for the purposes of adoption by the European Union no later 

than the start of the first year commencing as from 30 June 2010.  

 

The Group has not adopted any of these standards, amendments or interpretations early and it is 

in the process of analysing the impact that they could have on the Group's consolidated financial 

statements. 

 

2010 Improvement project 

 

IFRS 1 “First-time adoption of IFRS” 

 

The improvement project introduces the following clarification with respect to IFRS 1: 

  

A Company that adopts IFRS for the first time and changes its accounting policies or its use of the 

exemptions provided for by IFRS 1 after publishing interim financial information under IAS 34 

must explain these changes and include their effect in the opening reconciliations in the first 

annual financial statements prepared under IFRS. 

  

The exemption from the requirement to use the "attributed cost" arising from a restatement 

deriving from an event such as a privatisation that took place on or before the date of transition to 

IFRS is extended to restatements that take place during the period covered by the first financial 

statements prepared in accordance with IFRS. 

 

Companies subject to price regulations are allowed to use the carrying amounts in accordance 

with prior accounting plans for property, plant and equipment and intangible assets as the 

attributed cost on an item-by-item basis. Companies that make use of this exemption must verify 

the impairment of each item under IAS 36 at the transition date. 

 

This amendment is mandatory for all years commencing as from 1 January 2011.  

 

IFRS 3 “Business combinations”. 

 

The improvement project introduces the following clarification with respect to IFRS 3:  
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Contingent compensation agreements that derive from business combinations with acquisition 

dates prior to the application of IFRS 3 (2008) must be recognised in accordance with the 

requirements of the previous IFRS 3 (issued in 2004). Similarly, clarification is provided that 

amendments to IFRS 7 "Financial instruments: Disclosures", IAS 32 “Financial instruments: 

Presentation" and IAS 39 "Financial instruments: Recognition and measurement", which eliminate 

the exemptions relating to contingent compensation, do not apply to the contingent compensation 

deriving from business combinations with acquisition dates prior to the date IFRS 3 was 

applicable (2008). 

 

The option to measure non-controlling shareholdings at fair value or proportionally in accordance 

with the net assets of the acquired company is only applicable to instruments that represent 

stakes in current ownership and grant holders the right to proportionally participate in the 

distribution of net assets in the event of liquidation. The rest of the components of the non-

controlling stake are measured at fair value, unless another basis of measurement is required by 

IFRS. 

 

The guidance for applying IFRS 3 applies to all transactions with share-based payments that form 

part of a business combination, including payment agreements based on shares replaced on a 

voluntary basis and those that have not been replaced. 

 

This amendment is mandatory for all years commencing as from 1 July 2010.  

 

IFRS 7, "Financial instruments: Disclosures”. 

 

The amendments include clarifications relating to disclosures regarding financial instruments, 

emphasising the interaction between quantitative and qualitative disclosures of the nature and 

scope of the risk associated with financial instruments. 

 

This amendment is mandatory for all years commencing as from 1 January 2011. 

 

IAS 1  “Presentation of financial statements”. 

 

Clarifies that companies may present an analysis of the components of Other overall results by 

item in the statement of changes in equity or the notes to the accounts. 

 

This amendment is mandatory for all years commencing as from 1 January 2011.  

 

IAS 27 “Consolidated and separate financial statements” 

 

Clarifies that the following amendments to IAS 21 "Effects of changes in foreign currency 

exchange rates", IAS 28 "Investments in associates" and IAS 31 "Interests in joint ventures" 

resulting from the revision of IAS 27 in 2008 must be applied on a prospective basis. 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

 

This amendment is mandatory for all years commencing as from 1 July 2010.  

 

IAS 34 “Interim financial information” 

 

More emphasis is place on the disclosure principles in IAS 34 with respect to significant events 

and transactions and the need to update relevant information based on the most recent annual 

report. The following novelties are included with respect to disclosures regarding significant 

events and transactions: the disclosure of impairment losses relating to financial assets, the 

breakdown of changes in the economic environment of the business that affects the fair value of 

the Group's financial assets and liabilities (measured at fair value or amortised cost), transfers 

between levels in the hierarchy of fair value used to measure financial instruments at fair value 

and changes in the classification of the Group's financial assets as a result of a change in the 

purpose or use of those assets. 

 

This amendment is mandatory for all years commencing as from 1 January 2011.  

 

IFRIC 13, “Customer loyalty programs”. 

 

Clarification of the meaning of the term "fair value" in the context of the measurement of credits 

awarded under customer loyalty programs. 

 

This amendment is mandatory for all years commencing as from 1 January 2011.  

 

The Group has not adopted any of these standards, amendments or interpretations early and it is 

in the process of analysing the impact that they could have on the Group's consolidated financial 

statements. 

 

 

2.1.3.4. Standards, amendments and interpretations applied to existing standards that have 

not been adopted to date by the European Union 

 

At the date these consolidated annual accounts were signed, the IASB and IFRS Interpretations 

Committee had published the standards, amendments and interpretations indicated below. These 

standards, revisions and interpretations are mandatory for all financial years commencing as from 

2011, although they have not been adopted early by the Group. 

 

- IFRS 9, "Financial instruments" 

- IFRS 7 (Revised) “Disclosures – Transfers of financial assets” 
- IAS 12 – (Revised) “Deferred taxes: Recovery of the underlying assets"  
- IFRS 1 (Revised) “Severe hyperinflation and the elimination of set dates applicable to first-

time adopters” 
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2.2 Consolidation 

 

(a) Subsidiaries 

 

Subsidiaries are all those companies where the Group is able to manage the financial and 

operating policies which is generally accompanied by a shareholding involving more than half of 

the voting rights. When assessing whether the Group controls a company, the existence and 

effects of potential voting rights which may be currently exercised or converted are taken into 

account. Subsidiaries are consolidated from the date on which control is transferred to the Group. 

They are de-consolidated from the date that control ceases. 

 

The purchase method of accounting is used to account for the acquisition of subsidiaries by the 

Group. The consideration paid for the acquisition of a subsidiary consists of the fair value of the 

assets transferred, the liabilities incurred and the equity shares issued by the Group. The 

consideration transferred also include the fair value of any asset or liability that originates from a 

contingent consideration agreement. The costs relating to the acquisition are recognised as an 

expense in the years in which they are incurred. Identifiable assets acquired and contingent 

liabilities assumed in a business combination are initially valued at their fair value at the 

acquisition date. For each business combination the Group may choose to recognise any non-

controlling interest in the acquired company at fair value or the proportional part of the non-

controlling interest in the investee's identifiable net assets. 

Goodwill is measured at the amount in excess of the sum of the consideration transferred, the 

amount of any non-controlling interest in the acquired company and the fair value at the 

acquisition date of the stake in the acquired company's equity previously maintained by the buyer 

at the net amount of the identifiable assets acquired and the liabilities assumed. If this amount is 

less than the fair value of the acquired subsidiary's net assets, in the event of an acquisition under 

advantageous conditions, the difference is recognized as a gain directly in the income statement. 

 

Intercompany transactions, balances and unrealized gains on transactions between Group 

companies are eliminated. Unrealised losses are also eliminated. The accounting policies 

followed by subsidiaries have been modified where necessary to ensure uniformity with policies 

adopted by the Group. 

 

The breakdown of the Group's subsidiaries at 31 December 2010 and 2009 is as follows:  
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31 December 2010: 

 

  Shareholding     

Name Address 

Net investment 

(thousand 

euro) 

% par 

value 

Company 

holding the 

interest 

Type of 

Consolidatio

n 

Activity Auditor 

Laboratoires Forte 

Pharma, SAM 
Monaco 71,903 100% 

Natraceutical, 

S.A. and Forte 

Services SAM 

Full 

Marketing of nutritional 

pharmaceutical and 

parapharmaceutical 

products 

PriceWaterhouse 

Coopers (1) 

Forte Services SAM Monaco 4,397 100% 

Natraceutical, 

S.A. and 

Natraceutical, 

Industrial, 

S.L.U. 

Full 
Rendering of management 

and administration services 

PriceWaterhouse 

Coopers 

Forte Pharma 

Ibérica, S.L.U. 
Barcelona - 100% 

Natraceutical, 

S.A. 
Full 

Marketing of nutritional 

pharmaceutical and 

parapharmaceutical 

products 

Not audited 

S.A., Laboratoires 

Forte Pharma 

Benelux 

Belgium - 100% 
Forte Services 

SAM 
Full 

Marketing of nutritional 

pharmaceutical and 

parapharmaceutical 

products 

Grossens 

gossant  joos 

Natraceutical 

Industrial, S.L.U 
Valencia 13,058 100% 

Natraceutical, 

S.A. 
Full Lease of rural land 

PriceWaterhouse 

Coopers 

Natraceutical Canadá Canada - 100% 
Natraceutical, 

S.A. 
Full 

Research regarding the 

principal properties of 

barley 

Not audited 

 

(1)  Audited by Janick Rastello for local purposes 
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31 December 2009  

 

  Shareholding     

Name Address 

Net 

investme

nt 

(thousand 

euro) 

% par value 

Company 

holding the 

interest 

Type of 

Consolidatio

n 

Activity Auditor 

Laboratoires 

Forte Pharma, 

SAM 

Monaco 80,849 100% 

Natraceutical, 

S.A. and Forte 

Services SAM 

Full 

Marketing of nutritional 

pharmaceutical and 

parapharmaceutical 

products 

Janick Rastello and 

François Brych 

Forte Services 

SAM 
Monaco 4,397 100% 

Natraceutical, 

S.A. and 

Natraceutical, 

Industrial, 

S.L.U. 

Full 

Rendering of 

management and 

administration services 

Janick Rastello and 

François Brych 

Forte Pharma 

Ibérica, S.L.U. 
Barcelona - 100% 

Natraceutical, 

S.A. 
Full 

Marketing of nutritional 

pharmaceutical and 

parapharmaceutical 

products 

Not audited 

S.A., 

Laboratoires 

Forte Pharma 

Benelux 

Belgium - 100% 
Forte Services 

SAM 
Full 

Marketing of nutritional 

pharmaceutical and 

parapharmaceutical 

products 

Gossens Gossaart 

Joos 

Natraceutical 

Industrial, S.L.U 
Valencia 12,011 100% 

Natraceutical, 

S.A. 
Full Lease of rural land Deloitte 

Natraceutical 

Canadá 
Canada - 100% 

Natraceutical, 

S.A. 
Full 

Research regarding the 

principal properties of 

barley 

Not audited 

 

All the subsidiaries' close their financial year on 31 December. 

 

The companies Braes Holdings Ltd and Braes Group Ltd., both located in the United kingdom and 

wholly owned directly or indirectly by the parent company, are subsidiaries not included in the 

scope of consolidation because they are insignificant with respect to the true and fair view of the 

consolidated annual accounts, since they are dormant and classified as available for sale.  
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Braes Holdings Ltd. has share capital totalling 350 pounds sterling, a share premium of 706 

pounds sterling and recorded a loss totalling 28 pounds sterling in 2010. Braes Group Ltd. has 

share capital totalling 927 pounds sterling, a share premium of 605 pounds sterling and recorded 

a loss totalling 87 pounds sterling in 2010. 

 

Significant events in 2010 are as follows: 

  

•    On 7 October 2010 Natraceutical, S.A. signed a letter of intent with the Brazilian company Bio 

Group Brazil, which is wholly owned by Davene, to develop Forte Pharma in Brazil. Initially BGB 

will have a 65% stake and Natraceutical will hold 35% and Natraceutical will be listed on Brazil's 

stock market. The agreement included the assignment of the marketing license for the trademark 

covering all of South America. At the same time, BGB concluded a purchase option agreement 

with Natra covering the 46.86% holds in Natraceutical (154 million shares) and another 

agreement covering the 3.89% stake held by Natra in Naturex (247,261 shares). Both option 

agreements must be executed within four months, extendable for a further four months, and 

covers the partial or complete acquisition of these shareholdings by Davene's subsidiaries at a 

price of €0.43 per share for the shares in Natraceutical and €35.3 per share for the shares in 

Naturex. In the case of the shareholding in Natraceutical, the option agreement concluded by 

Natra and BGB stipulated that Davene has to present a public offering (IPO) at the same price in 

the event that the number of shares is equal to or exceeds 30% of the share capital in 

Natraceutical.  

 

    As a premium for granting both purchase options, Natra Group received €2.86 million, increased 

by an additional €2.86 million in the event that BGB exercises its right to extend the deadline for 

executing the option. This second premium would be deducted from the acquisition price, but this 

is not the case with the initial premium. BGB did not extend the option for the shares in 

Natraceutical but did extend the option covering the shares in Naturex. 

 

    Carafal Investment (company controlled by the Chairman of Natra S.A.) also signed the purchase 

option agreement between Natra and BGB covering the 2.74% it held in Natraceutical, under the 

same price conditions and within the same terms. 

 

   As a suspensive condition in the option agreements involving Natraceutical and Naturex, Natra 

must obtain consent for the planned operations from the financial institutions to which the shares 

have been pledged. If the suspensive condition is not met within one month the agreements 

would become null and void at that time. 
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   In addition, if after the shareholding in Natraceutical is formally completed BGB owns 20% or 

more, it would contribute its stake in Forte Pharma Brazil to Natraceutical and the former would 

become a wholly owned subsidiary of the Spanish multinational. 

 

On 10 November 2010, Natra, S.A. reported compliance with the suspensive condition established 

in the purchase option agreements covering the shares in Natraceutical and Naturex that Natra, 

S.A. had granted to the Brazilian company Bio Group Brasil, which formally commenced the 

option execution deadline. 

 

On 8 March 2011, after the first four month period for exercising the option had elapsed, Natra, S.A. 

was informed by Bio Group Brasil of its desire to extend the execution deadline for the option 

covering the shares in Naturex and to cancel the option agreement covering the shares in 

Natraceutical. 

 
 

• For the first time, in 2010 the Group did not include the income statements for the companies 

transferred to Naturex, S.A. during the merger of Natraceutical Group's functional ingredient division 

into the listed French company Naturex, S.A. (Note 31).  For this reason, 2010 is the first year in 

which Natraceutical, S.A. includes the proportional results obtained by the associate Naturex, S.A. 

using the equity method. 

In 2009 there were changes in the scope of consolidation, due to the following corporate 

transactions: 

 

• At 31 December 2009 the company Natraceutical, S.A. signed an agreement with the listed French 

company Naturex, S.A. under which Natraceutical Group merged its functional ingredients division 

into that French Group in exchange for a 35.11% stake. In addition, at the same time Natraceutical, 

S.A. sold shares in Naturex S.A. to the same company and held 33.93% at 31 December 2009. As 

part of this same corporate transaction, Natra Cacao, S.L.U and Cocoatech, S.L.U. transferred 

assets in exchange for shares in Naturex, S.A., which represented a 3.26% and 0.62% stake, 

respectively, in that French company. At 31 December 2009 Natra Group held a 37.81% stake in 

Naturex, S.A. After the execution of this agreement, Naturex, S.A. became the world-wide leader in 

natural speciality ingredients. 
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The signing of this agreement gave rise to the exclusion from the scope of consolidation of the 

companies Exnama-Extractos Naturais de Amazonia Ltds., Overseal Natural Ingredients Ltd., 

Overseal Color Inc., The Talin CO Inc., Britannia Natural Products Ltd., Obipektin AG., Kingfood 

Australia Pty Ltd., Natraceutical Russia and the 24.99% stake that it held in the company 

Biopolis,S.L. 

 

• During 2009 the parent company participated in a share capital increase in the associate Biópolis, 

S.L., raising its stake in that company to 24.99%. This company was consolidated using the 

equity method in Natraceutical Group's consolidated accounts up until 30 December 2009, at 

which time it was sold as part of the sale of the functional ingredient division to the French 

company Naturex, S.A. 
 

In 2002 the shares in Natraceutical, S.A. were listed in the New Market Segment of the stock 

markets in Madrid, Valencia, Barcelona and Bilbao. Since December 2007 the shares in 

Natraceutical, S.A. were moved to the continuous market after the disappearance of the New 

Market Segment. 

 
(b) Transactions and minority shareholdings 
 

The Group recognises transactions involving non-controlling shareholdings as transactions with 

the owners of the Group´s equity. In purchases of non-controlling shareholdings, the difference 

between the amount paid and the proportional amount of the carrying value of the subsidiary´s 

net assets is recognised under equity. Gains or losses on the disposal of non-controlling 

shareholdings are also recognised under equity. 

 

When IAS 27 (Revised) entered into force the Group applied it on a prospective basis to the 

transactions carried out since 1 January 2010 and no adjustment had to be made to the amounts 

recognised previously in the financial statements. 

 

When the group ceases to have control or a significant influence, any shareholding retained in the 

company is restated at fair value,  recognising the increase in the carrying value of the investment 

in the income statement. Fair value is the initial carrying value for the purposes of the subsequent 

recognition of the shareholding maintained in the associate, joint venture or financial asset. In 

addition, any amount previously recognised under other overall results with respect to that 

company is recorded as if the Group had directly sold all the related assets and liabilities. This 

could mean that the previously recognised amounts under other overall results are reclassified to 

the income statement. 
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If the ownership of a shareholding in an associate is reduced by significant influence is 

maintained, only the proportional part of the amounts previously recognised under other overall 

results is reclassified. 

 
(c) Associates 

 

Associates are all entities over which the Group has significant influence but not control, generally 

accompanying a shareholding of between 20% and 50% of the voting rights. Investments in 

Associates are recorded using the equity method and are initially recognised at cost. The Group’s 

investment in associates includes goodwill identified on acquisition, net of any accumulated 

impairment losses. 

 

The group's participation in subsequent losses or gains on the acquisition of Associates are 

recognized in the income statement and its participation in movements subsequent to the 

acquisition in other equity items are recognized in other overall results. The cumulative post-

acquisition movements are adjusted against the carrying amount of the investment. When the 

Group’s shares of losses in an associate equals or exceeds its interest in the associate, including 

any other unsecured receivables, the Group does not recognize further losses, unless it has 

incurred obligations or made payments on behalf of the associate. 

 

Unrealized gains on transactions between the Group and its associates are eliminated to the 

extent of the Group’s interest in the associates. 

 

Unrealized losses are also eliminated unless the transaction provides evidence of an impairment 

of the asset transferred.  

 

Dilution gains or losses on investments in associates are recognized in the income statement.  

 

The breakdown of associates at 31 December 2010 and 2009 is as follows:  
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31 December 2010: 

 

  Shareholding     

Name Address 

Net 

investment 

(thousand 

euro) 

% par value 
Company holding the 

interest 

Type of 

Consolidation 
Activity Auditor 

Naturex, S.A. France 70,804 33.82% 

Natraceutical, S.A, 

Natraceutical 

Industrial, S.L.U 

and Natraceutical 

Canadá 

Equity method 
Manufacture of 

natural ingredients 

KPMG, 

S.A. 

(France) 

and 

AREs 

X.PERT 

audit 

 

31 December 2009 

 

  Shareholding     

Name Address 

Net 

investment 

(thousand 

euro) 

% par value 
Company holding the 

interest 

Type of 

Consolidation 
Activity Auditor 

Naturex, S.A. France 70,566 33.93% 

Natraceutical, S.A, 

Natraceutical 

Industrial, S.L.U 

and Natraceutical 

Canadá 

Equity method 
Manufacture of 

natural ingredients 

KPMG, 

S.A. 

(France) 

and 

AREs 

X.PERT 

audit 

Biópoplis, 

S.L. 
Valencia 509 24.99% Natraceutical, S.A. Equity method 

Development of 

microorganisms 

and cellular 

metabolites 

Carlos 

Florez 

Ariño 

 

All the associates close their financial year on 31 December. 
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The Group did not include the associate Cakefriends Ltd., in which the parent company holds a 

12.29% stake at the end of 2010 and 2009 in the consolidated annual accounts for 2010 or 2009 

with the consideration that it does not have a significant influence over that company. 

 

Natraceutical Group holds 16% of the voting rights in Naturex, S.A. (16% at 31 December 2009). 

 

Changes in accounting policies 

 

In 2010 there were no significant changes in accounting policies with respect to those applied in 

2009 (see Note 2.1.2). 

 
2.3. Segment information 

 

Reporting on operating segments is presented in accordance with the internal information that is 

provided to the maximum decision-taking authority. The maximum decision-taking authority has 

been identified, and is responsible for assigning resources and evaluating performance of 

operating segments, as the Board of Directors which is in charge of taking strategic decisions 

(see Note 5). 

 
2.4. Foreign currency transactions 

 

(a) Functional and presentation currency 
 

The items included in the annual accounts of each of the Group companies are measured using 

the currency of the principal economic environment in which the company operates  ("functional 

currency"). The consolidated annual accounts are presented in euro, which is the Group’s 

functional and presentation currency. 

 
(b) Transactions and balances 

 

Transactions in foreign currency are converted to the functional currency using the exchange 

rates in force at the transaction or measurement date, in the case of items that have been 

remeasured. Foreign exchange gains and losses resulting from the settlement of these 

transactions and translation at the year- end exchange rates of monetary assets and liabilities 

denominated foreign currency are recognised in the income statement. 

 

Gains and losses on exchange are presented in the income statement under “Financial income 

and expense”.  
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(c) Group companies 

 

Results and the balance sheet of all Group companies (none of which has the currency of a 

hyperinflationary economy) whose functional currency differs from the presentation currency are 

translated to the presentation currency as follows: 

 

(i) The assets and liabilities on each balance sheet presented are translated at the closing 

exchange rate at the balance sheet date;  

(ii) The income and expenses in each income statement are translated at the average 

exchange rates  (unless this average is not a reasonable approximation of the cumulative effect 

of the rates existing at the transaction dates, in which case income and expenses are translated 

at the rates on the transaction dates); and  

(iii) All resulting exchange differences are recognised under other comprehensive income. 

 

Adjustments to goodwill and fair value arising on the acquisition of a foreign company are treated 

as assets and liabilities of the foreign company and translated at the year-end exchange rate. 

 
2.5. Property, plant and equipment 

 

Property, plant and equipment is recognized at acquisition less accumulated depreciation and the 

amount accumulated under recognized impairment losses. The cost of property, plant and 

equipment includes the expenses directly attributable to the acquisition of the items concerned. 

The items acquired before 1996 are stated at acquisition cost, restated in accordance with Royal 

Decree Law 7/1996 (7 June). This value has been allowed in accordance with the content of IFRS 

1 as a reference value at the date of transition. 

 

Capital gains or net increases in value resulting from the restatement operations are depreciated 

in the tax periods remaining until the end of the useful lives of the restated assets. 

 

As a result of the contribution of the branch of activity by Natra, S.A. in 1993 to the incorporation 

of the parent company, the company's land was recognised at market value as allowed by Law 

29/1991. The effect of this restatement at the end of this year is not significant. 

 

At the date of transition to IFRS the Group chose to measure certain land (on which certain group 

companies carry out production activities) at fair value in accordance with the provisions of IFRS 

1 and used this fair value as the attributed cost at that date. This value was calculated at the 

transition date based on appraisals carried out by independent experts. Subsequent to the 

transition date, the Group has chosen to measure those assets using the cost method, as is the 

case with the rest of the assets.  
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In-house work on property, plant and equipment is recorded at the accumulated cost  resulting 

from adding in-house costs to external costs, determined on the basis of in-house warehouse 

materials consumption, and manufacturing costs allocated using hourly rates equal to those used 

to value construction projects. 

 

Subsequent expansion, renewal, improvement or repair and maintenance costs are included in 

the asset’s carrying amount or recognized as a separate asset only when it is probable that the 

future economic benefits associated with the asset will flow to the Group and the cost of the asset 

may be reliably determined. The carrying value of the replaced components is eliminated from the 

accounting records. All other repair and maintenance expenses are charged to the income 

statement in the financial year in which they are incurred. 

 

Land is not depreciated. The depreciation of other assets is systematically calculated on a 

straight-line basis to assign costs up to residual values based on the estimated useful lives of the 

assets in question: Each portion of a property, plant and equipment item that has a significant 

cost compared with the total cost of the item is depreciated independently. Estimated useful lives 

are as follows: 

 

� Buildings 15-33 years 

� Plant and machinery 8-12 years 

� Fixtures, fittings, tools and 

equipment 

5-12 years 

� Other assets 4-10 years 

 

The asset’s residual values and useful life are reviewed, and adjusted if appropriate, at each 

balance sheet date. 

 

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s 

carrying amount is greater than its estimated recoverable amount (Note 2.7). 

 

Gains and losses on the sale of property, plant and machinery are calculated by comparing the 

income obtained against the carrying value and are recognised in the income statement under 

“Impairment and gains/(losses) on disposal of assets”. 
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2.6. Intangible assets 

 

Goodwill 

 

Goodwill represents the excess acquisition cost over the fair value of the Group's shareholding in 

the net identifiable assets of the acquired dependent company at the date of acquisition. Goodwill 

relating to acquisitions of subsidiaries is included in intangible assets. Goodwill is tested annually 

for impairment and is carried at cost less cumulative impairment losses. Goodwill impairment 

losses are not reversed. Gains and losses on the sale of a company include the carrying amount 

of goodwill related to the company sold. 

 

Goodwill is assigned to cash generating units (CGUs) in order to test for impairment losses. The 

assignment is made to those cash generating units or groups of cash generating units that are 

expected to benefit from the business combination on which the goodwill arises, identified based 

on the operating segments. 

 
(b) Trademarks and licenses 

 

Trademarks and licenses acquired from third parties are measured at their historic cost. 

Trademarks and licenses acquired through business combinations are recognized at fair value at 

the acquisition date. They have a finite useful life and are carried at cost less accumulated 

amortization. Amortization is calculated on a straight-line basis in order to assign the cost of the 

trademarks and licenses over their useful lives estimated at between 5 and 6 years. 

 

Software licenses acquired are capitalised based on the acquisition costs incurred and those 

arising up until the specific software program is in a state to be used. These costs are amortized 

over the assets’ estimated useful lives, between 3 and 4 years. 

 
(c) Computer programs 

 

Costs associated with maintaining computer software programs are recognized as an expense 

when incurred. The costs of direct development attributable to the design and implementation of 

identifiable original computer programs that may be controlled by the Group are recognized as 

intangible assets when the following conditions are met: 

 

� It is technically possible to complete production of the intangible asset such that it will be available 

for use or for sale; 
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� Management has the intention of completing the intangible asset in question, for use or for sale.  

� There is the capacity to use or sell the intangible asset. 

� It is possible to demonstrate the manner in which the intangible asset will generate probable 

profits in the future;  

� Adequate technical, financial or any other type of resources are available to complete 

development and to use or sell the intangible of asset; and 

� The payment attributable to the intangible asset may be reliably measured. 

 

Attributable direct costs that are capitalised as part of the software programs include software 

development employee costs and an appropriate portion of relevant overheads. 

 

The expenses that do not meet these criteria will be recognized as an expense at the time 

incurred. Payments for an intangible asset initially recognized as an expense for the year will not 

be subsequently recognized as intangible assets. 

 

Software development costs recognised as assets are amortised over the software’s estimated 

useful life which does not exceed 4 years. 

 
d) Development activities 

 

Research is any original and planned study undertaken with the aim of obtaining new scientific or 

technological knowledge. 

 

Development is the application of the results obtained from the research or from any other type of 

scientific knowledge, to a particular plan or design for the production of new, or substantially 

improved, materials, products, methods, processes or systems before the start of their production 

or commercial use. 

 

The development activities carried out By Natraceutical Group are intangible assets generated 

internally. To evaluate compliance with the criteria for recognition in the accounts, the Group has 

classified the generation of the asset into: 

 

•       Research stage: stage in which the Group cannot demonstrate the there is an intangible 

asset that may generate probable financial benefits in the future, i.e. the costs incurred 

until a prototype is obtained. Accordingly, the relevant payments will be recognised as an 

expense at the time they arise. 

 

•      Development stage: stage in which the most advanced steps of the project are taken in 

which the Company may, in some cases, identify an intangible asset and demonstrate 

that it may generate probable financial benefits in the future. 
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Development expenses are recognised only if they comply with all of the following conditions: 

 

- An identifiable asset is created. 

- It is likely that the asset created with generate financial benefits in the future. 

- The cost of developing the asset may be reliably estimated. 

 

These assets are amortised at between 20% and 33% per year, once the project has been 

completed. 

 

Development work carried out by the Group for its own property, plant and equipment is stated at 

the accumulated cost resulting from adding internal costs calculated based on the manufacturing 

costs incurred to external costs, applied in accordance with the hourly absorption rates similar to 

those used to measure inventories.  
 

 

2.7. Impairment of non-financial assets 

 

Assets that have an indefinite useful life, such as Goodwill or intangible assets that are not in a 

state of use for example, are not subject to amortization and are tested annually for impairment. 

Assets subject to amortisation are subject to impairment reviews provided that some event or 

change in circumstances indicates that carrying value may not be recoverable. An impairment 

loss is recognised for the amount by which the asset’s carrying value exceeds its recoverable 

amount. The recoverable amount is the higher of fair value of an asset less selling costs or value 

in use. For the purposes of assessing impairment losses, assets are grouped together at the 

lowest level for which there are separately identifiable cash flows  (Cash Generating Units). 

Impairment losses affecting non-financial assets, other than goodwill, are reviewed for possible 

reversals at all financial information reporting dates. 
 

2.8. Non-current assets (or disposal groups) held for sale 

 

Non -current assets (or disposal groups) are classified as assets held-for-sale when their value 

will be recovered mainly through their sale instead of through continued use, provided that the 

sale is deemed to be highly likely. These assets are measured at the lower of the carrying value 

and fair value less selling costs. 
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2.9. Financial assets 

 

2.9.1 Classification 

 

The Group classifies its financial assets into the following categories: at fair value through profit or 

loss, loans and accounts receivable and available- for-sale. The classification depends on the 

purpose for which the financial assets were acquired. Management classifies its investments at 

the time of initial recognition. 

 

(a) Financial assets at fair value through changes in profit and loss 
 

Financial assets at fair value through changes in profit or loss are investments held for trading. A 

financial asset is classified under this category if it was acquired mainly for the purpose of being 

sold in the short-term. Derivatives are also categorized as held for trading unless they are 

designated as hedges. The assets in this category are classified as current assets if they are 

expected to be liquidated within twelve months. If not, they are classified as non-current assets. 

 

(b) Loans and receivables 

 

Loans and receivables are non-derivative financial assets with fixed or determinable payments 

that are not quoted in an active market. They are included in current assets except for assets 

maturing in more than 12 months of the balance sheet date which are classified as non-current 

assets. Loans granted to and receivables from the Group are included under "Trade and other 

receivables" and "Cash and cash equivalents" in the balance sheet.  

 

(c) Available-for-sale financial assets 

 

Available-for-sale financial assets are non-derivatives that are either designated in this category 

or not classified in any of the other categories. They are included under non-current assets unless 

they mature within 12 months after the balance sheet date or if management has the intention of 

disposing of the investment within that period. 

 
2.9.2 Recognition and measurement 

 

Habitual acquisitions and disposals of investments are recognized at the trading date, i.e., on the 

date the Group undertakes to acquire or sell the asset. Investments are recognized initially at fair 

value plus the transaction costs for all financial assets not carried at fair value through changes in 

profit or loss Financial assets stated at fair value through changes in profit and loss are initially 
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recognized at their fair value and the transaction costs are expensed in the income statement. 

Financial investments are written off the balance sheet when the rights to receive cash flows from 

them have expired or have been transferred and the Group has transferred substantially all the 

risks and advantages deriving from ownership. Available-for-sale financial assets and financial 

assets at fair value through profit or loss are subsequently carried at fair value. Loans and 

receivables are stated at their amortised cost in accordance with the effective interest rate 

method. 

 

Gains and losses arising from changes in the fair value of the financial assets at fair value through 

profit or loss category are included in the income statement under “Financial income/expense” in 

the period in which they arise. Income from dividends from financial assets at their value through 

changes in profit and loss are recognized in the income statement under "other revenue" when 

the Group's right to receive payment is established. 

 

Changes in the fair value of monetary and non-monetary securities classified as available for sale 

are recognized under other overall results. 

 

When the securities classified as available-for-sale are disposed of, or suffer impairment, the 

accumulated adjustments to fair value recognized under equity are included in the income 

statement. 

 

Interest from securities available-for-sale calculated using the effective interest rate method is 

recognized in the income statement under the heading "other revenue". Dividends from equity 

instruments available-for-sale are recognized in the income statement under "other revenue" 

when the Group's right to receive the payment is established. 

 

 
2.10 Offset of financial instruments 

 

Financial assets and liabilities are offset and the net amount is recognized in the balance sheet 

when there is the legal right to offset the recognized amounts and the Group has the intention of 

settling the net amount or realizing the asset and simultaneously cancelling the liability. 

 

 
2.11  Impairment losses on financial assets 

 

(a) Financial assets at amortized cost 

 

At the balance sheet date, the Group assesses whether there is objective evidence of impairment 

losses with respect to a financial asset or group of financial assets. A financial asset or group of 

financial assets is impaired, and an impairment loss arises, if and only if there is objective 
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evidence of the impairment as a result of one or more events taking place after the initial 

recognition of the asset (an "event" that causes the loss), and this event or events causing the 

loss have an impact on the future estimated cash flows relating to the financial asset or group of 

financial assets that may be reliably estimated. 

 

The criteria that the Group uses to determine whether or not there is objective evidence of 

impairment include: 

 

� Significant financial difficulties affecting the issuer or debtor. 

� A failure to comply with contractual clauses, such as failure to make payment or delays in the 

payment of interest or principle. 

� When due to financial or legal reasons relating to the borrower's financial difficulties, the Group 

grants concessions or advantages to the borrower that it otherwise would not have granted. 

� It is progressively more likely that the borrower will enter into a situation seeking protection from 

creditors or any other financial reorganization situation. 

� The disappearance of an active market for the financial asset in question due to financial 

difficulties, or 

� Observable information indicate that there may be a decrease in the measurement of estimated 

future cash flows from a group of financial assets after its initial recognition, although the decrease 

may not be yet identified in the individual financial assets making up the group, including: 

(i) Adverse changes in the payment conditions for the group's borrowers, and 

 

(ii) Local or national economic conditions that are related to the failure to make payment of the 

portfolio's assets. 

 

The Group first evaluates whether or not there is any objective evidence of impairment. 

 

In the case of loans and receivables, the amount of the impairment loss is the difference between 

the carrying value of the asset and the present value of the future estimated cash flows (excluding 

future credit losses that have not been incurred) discounted at the original effective interest rate of 

the financial asset. The carrying value of the asset is reduced and the loss is recognised in the 

consolidated income statement. If a loan bears variable interest, the discount rate used to 

calculate any impairment loss is the actual effective interest rate established in the contract.  

 

If subsequently the amount of the impairment decreases, and the decrease can be objectively 

attributed to an event occurring after the impairment was recognized (such as an improvement in 

the debtor's credit rating), the reversal of the impairment previously recognized may be recorded 

in the consolidated income statement. 

 

(b) Assets classified as available-for-sale 
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At the end of each accounting period the Group determines whether or not there is objective 

evidence that a financial asset or group of financial assets has become impaired. For debt 

instruments the Group uses the policy (a) described above. In the case of investments in equity 

instruments classified as held-for-sale, a significant or prolonged decline in the fair value of the 

instrument to a point below its cost is also considered to be evidence that the asset has become 

impaired. If there is any evidence of this type for available-for-sale financial assets, the cumulative 

loss determined as the difference between the acquisition cost and current fair value, less any 

impairment loss in that financial asset previously recognized in the income statement is eliminated 

from equity and recognized in the separate consolidated income statement. Impairment losses on 

equity instruments recognized in the separate consolidated income statement are not reversed 

through that income statement. If, in a subsequent period the fair value of a debt instrument 

classified as available-for-sale increases and the increase may be objectively attributed to an 

event taking place after the impairment loss was recorded in the income statement, the 

impairment loss may be reversed in the separate consolidated income statement. 

 

Impairment loss tests for receivables are described in Note 2.14. 
 

2.12 Derivative financial instruments and hedges 

 

Derivatives are initially stated at their fair value at the date on which the relevant derivative 

contract is concluded. Subsequent to initial recognition, they are again measured at fair value. 

The method of recognizing the resulting gain or loss depends on whether the derivative is 

designated as a hedging instrument, and if so, on the nature of the item being hedged. The Group 

designates certain derivatives as either: 

 

(a) hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value 

hedge);  

(b) hedges of a specific risk associated with a recognized liability or a highly likely expected 

transaction (cash flow hedges).  

 

At the start of the transaction the Group documents the relationship existing between hedging 

instruments and hedged items, as well as its risk management objective and strategy for 

undertaking various hedge transactions.  

 

The Group also documents its evaluation from the start, and continuously thereafter, as to 

whether the derivatives being used in the hedging transactions are highly effective to offset 

changes in cash flows from hedged items. 

 

The fair values of certain derivative instruments used for hedging purposes are set out under Note 

11. The total fair value of a hedging derivative is classified as non-current assets or liabilities if the 
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time remaining to maturity of the hedged item is more than 12 months and as current assets or 

liabilities if the time remaining to maturity of the hedged item is less than 12 months. Derivatives 

held for trading are classified as current assets or liabilities. 

 

Cash flow hedges 

 

The effective portion of changes in the fair value of derivatives that are designated and qualify as 

cash flow hedges is recognized in other overall results. The gain or loss relating to the ineffective 

portion is recognized immediately under Financial income or expense in the income statement. 

 

The accumulated amounts in equity are reclassified to the income statement in the years in which 

the hedged item  affects the gain or loss  (e.g., when the forecast sale which is hedged takes 

place). The profit or loss on the effective part of interest rate swaps  which cover variable interest 

rate borrowings is recognised in the income statement under financial income. However, when 

the forecast transaction that is hedged results in the recognition of a non-financial asset (for 

example, inventory or property, plant and equipment), the gains and losses previously deferred in 

equity are transferred from equity and included in the initial measurement of the cost of the asset. 

The deferred amounts are definitively recorded as a cost of the assets sold, in the case of 

inventories, or as depreciation in the case of property, plant and equipment. 

 

When a hedge instrument expires, is sold, or when it no longer meets the requirements for 

carrying the hedge, any accumulated gain or loss in equity up until that moment remains in equity 

and is transferred to results when the planned transaction is finally recognized in the income 

statement. When the planned transaction is no longer expected to arise, the accumulated equity 

gain or loss is immediately transferred to the income statement. 

 
2.13 Inventories 

 

Inventories are measured at the lower of cost and net realizable value. Cost is determined using 

the average weighted cost method. The cost of  finished products and work in progress includes 

design costs, raw material costs, direct labour costs, other direct costs and manufacturing 

overheads (based on normal operating capacity). However, it does not include interest costs. The 

net realizable value is the estimated selling price in the ordinary course of business, less 

applicable variable costs of sales.  

 
2.14 Trade receivables 

 

Trade receivables are amounts owed by customers for the sale of goods or services rendered 

during the normal course o the business. If the receivable is expected to be collected within one 

year (or in the normal operating cycle if longer) it is recognised under current assets. Otherwise 

they are presented as non-current liabilities. 
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Trade receivables are recognized initially at fair value and subsequently measured at amortized 

cost using the effective interest method, less provision for impairment. 

 
2.15 Cash and cash equivalents 

 

Cash and cash equivalents includes cash in hand, deposits held at call with banks and other 

short-term highly liquid investments with original maturities of three months or less.  

 

2.16. Share Capital 

 

Ordinary shares are classified as equity.  

 

Incremental costs directly attributable to the issue of new shares or options are presented in 

equity as a deduction, net of taxes, from the revenue obtained. 

 

When a Group company acquires Company shares (treasury shares), the consideration paid, 

including any directly attributable incremental cost  (net of income tax) is deducted from equity 

attributable to the Company’s shareholders through to redemption, reissue or disposal. When 

these shares are subsequently reissued, any amount received, net of any incremental cost on the 

transaction which is directly attributable and the corresponding income tax effects, is included in 

equity attributable to the Company’s shareholders. 

 

2.17 Trade payables 

 

Trade payables are obligations to make payment for assets or services that have been acquired 

from suppliers during the normal course of the business.  

 

Payables are classified as current liabilities if the payments fall due in one year of less (or fall due 

in the normal operating cycle, if higher). Otherwise they are presented as non-current liabilities. 

 

Trade payables are initially carried at their fair value and subsequently they are valued at the 

amortized cost using the effective interest rate method. 

 

2.18 Borrowings 

 

Borrowings are recognised initially at fair value, net of the transaction costs incurred. Borrowings 

are subsequently measured at amortized cost. Any differences between the funds obtained (net 

of necessary costs) and their repayment value are recognized in the income statement over the 

life of the debt applying the effective interest method. 
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2.19. Current and deferred taxes 

 

The rest of the Group's subsidiaries file individual tax returns in accordance with the tax 

legislation applicable in each country. 
 

Corporate income tax expense for the year consists of current and deferred taxes. The tax is 

recognized in the income statement, except to the extent that it relates to items that are 

recognized in the comprehensive income statement or directly under equity. In this case the tax is 

also recognised under other comprehensive results or directly under equity, respectively. 
 

Current tax expense is calculated based on the tax legislation that has been approved or is about 

to be approved at the balance sheet date in the countries in which the companies operate and 

generate profits subject to taxation. Management regularly evaluates the positions held with 

respect to tax returns as they relate to situations in which applicable tax legislation is open to 

interpretation and creates, when appropriate, all necessary provisions based on the amounts that 

are expected to be paid to the tax authorities. 
 

Deferred income tax is recognised, using the liability method, on temporary differences arising 

between the tax bases of assets and liabilities and their carrying amounts in the consolidated 

annual accounts. However, if the deferred taxes arise from the initial recognition of a asset or 

liability on a transaction other than a business combination that at the time of the transaction has 

no effect on the tax gain or loss, they are recognised. Deferred income tax is determined using 

tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date 

and are expected to apply when the related deferred income tax asset is realized or the deferred 

income tax liability is settled. 

 

Deferred tax assets are recognized insofar as future tax profits will probably arise against which to 

offset the temporary differences. 

 

Deferred income tax is provided on temporary differences arising on investments in subsidiaries 

and associates, except for those deferred tax liabilities where the timing of the reversal of the 

temporary differences is controlled by the Group and it is probable that the temporary difference 

will not reverse in the foreseeable future. 

 

Deferred tax assets and liabilities are offset if, and only if, there is a legally recognised right to 

offset current tax assets against current tax liabilities and when the deferred tax assets and 

liabilities derive from corporate income tax relating to the same tax authority and affect the same 

company or taxpayer, or different companies or taxpayers that intend to settle current tax assets 

and liabilities at their net amount. 

2.20 Employee benefits 

 

Termination benefits 
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Termination benefits are payable when employment is terminated before the normal retirement 

date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. 

The Group recognizes these benefits when it has demonstrably undertaken to terminate 

employees in accordance with a formal detailed plan, which cannot be withdrawn. When an offer 

is made for voluntary redundancy termination benefits are determined based on the number of 

employees that are expected to accept the offer. Benefits which are not going to be paid within 12 

months of the balance sheet date are discounted at present value. 
 

2.21. Provisions 

 

Provisions for legal claims are recognized when the Group has a present legal or constructive 

obligation as a result of past events; it is likely that an outflow of resources will be required to 

settle the obligation; and the amount has been reliably estimated. Restructuring provisions 

comprise lease termination penalties and employee termination payments. Provisions are not 

recognized for future operating losses. 

 

When there is a number of similar obligations, the probable need for an outflow to settle them is 

determined taking into account the type of obligations as a whole. A provision is recognized even 

if the probability of an outflow with respect to any item included in the same class of obligations 

may be regarded as remote. 

 

Provisions are carried at the present value of the payments that are expected to be necessary to 

settle the obligation, using a rate before taxes that reflects the valuation of the current market for 

the temporary value of money and the specific risks relating to the obligation. The increase in the 

provision due to the passage of time is recognized as an interest expense. 

 

2.22 Revenue recognition 

 

Ordinary revenues include the fair value of compensation received or to be received for the sale 

of assets and services during the Group's ordinary course of business. Ordinary revenues are 

stated net of value added tax, returns, discounts and rebates, and after eliminating intra-group 

sales.  

 

Ordinary revenues are recognised when the income may be reliably measured, it is likely that the 

company will receive a future financial benefit and when certain conditions are met for each of the 

Group's activities described below. The Group bases its estimates on past results, taking into 

account the type of customer, the type of transaction and the specific terms of each agreement. 

 

(a) Sales of goods on a wholesale basis 
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The Group manufactures and sells a wide range of nutritional products to pharmacies and 

parapharmacies on a wholesale basis. Sales of goods are recognised when the Group company 

has delivered the products to the wholesaler, the wholesaler manages the sale channel and the 

selling price of the products and there is no obligation that has not been met that could affect the 

acceptance of the products by the wholesaler. Delivery does not take place until the products 

have been dispatched to a specific location, the risks of obsolescence and loss have been 

transferred to the wholesaler and the wholesaler has accepted the products in accordance with 

the sales contract, the acceptance period has ended or the Company has objective evidence that 

the necessary conditions for acceptance have been met. 

 

At times products are sole with volume discounts. Customers have the right to return defective 

products in the wholesale market. Sales are recognised on the basis of the price set in the sales 

contract, net of estimated volume discounts and estimated returns at the date of sale. To estimate 

and make provision for discounts and returns, the Group uses its accumulated experience. 

Volume discounts are measured based on annual purchase volume expectations. No financing 

component is deemed to exist given that sales are made with an average payment period of 60 

days, which is in line with market practices. 

 

(b)  Interest income 

 

Interest income is recognized using the effective interest method. When a loan or receivable is 

impaired, the Group reduces the carrying amount to its recoverable amount, which is calculated 

as the estimated future cash flow discounted at the original effective interest rate of the 

instrument, and continues unwinding the discount as interest income. Loan interest revenues that 

have suffered impairment losses are recognized using the original effective interest rate. 

 

 

(c) Dividend revenue 
 

Dividend revenue is recognized in the income statement at the time the entitlement to receive the 

dividends is established.  

 

(d) Provision of services 
 

These items are recognised by reference to the stage of completion of the transaction at the 

balance sheet date, provided the outcome of the transaction can be estimated reliably. 
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2.23 Leases 
 

Leases in which a significant portion of the risks and rewards of ownership are retained by the 

lessor are classified as operating leases. Payments made under operating leases (net of any 

incentives received from the lessor) are charged to the income statement on a straight- line basis 

over the period of the lease. 

 

2.24 Dividend distribution 

 

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s 

annual accounts in the period in which the dividends are approved by the Company’s 

shareholders. 
 

 

3 Financial risk management 
 

3.1       Financial risk factors 

 

The Group's overall risk management program focuses on the uncertainty of financial markets 

and attempts to minimize the potential adverse effects on the Group's financial yields. The Group 

uses derivative financial instruments to hedge certain risk exposures. 

 

Risk management is carried out by the Financial Area which is monitored and directly controlled 

by management. Apart from managing and controlling risk management by the Financial Area, 

General management meets regularly to analyse financial markets and the status of existing 

transactions/hedges. 

 

(a) Market risk 
 

(i) Foreign exchange risk 
 

The Group mainly operates in European markets and therefore its exposure to exchange rate risk 

on transactions denominated in foreign currency is not significant.  

 

The Group currently has no significant investments in foreign operations whose net assets are 

exposed to foreign currency exchange risk. 

 

(ii) Price risk 
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Due to the activity carried out by the Group and the markets in which it operates, it is 

not exposed to this type of risk. 

 

(iii) Interest rate risk affecting cash flows and fair value 
 

The Group’s interest rate risk results from borrowings. Borrowings issued at variable rates expose 

the Group to the cash flow interest rate risk. Fixed interest rate loans expose the Group to fair 

value interest rate risks. The Group’s policy consists of arranging approximately 50% of 

borrowings through fixed interest rate instruments. In 2010 and 2009 the Group's borrowings are 

denominated in euro. 

 

In accordance with the simulations performed, the impact of a 100 basis point change in interest 

rates would have a maximum upward impact on profits of approximately €760 thousand (2009: 

€940 thousand) or a maximum decline of €760 thousand (2009: €940 thousand), respectively. 

This simulation is carried out on a quarterly basis in order to verify that the maximum potential 

loss is within the limits established by management. 

 

Based on the various scenarios, the Group manages the cash flow interest rate risk through 

variable to fixed - interest rate swaps. The economic effect of these interest rate swaps is the 

conversion of variable interest borrowings to fixed interest borrowings. In general, the Group 

obtains long-term borrowings accruing variable rates and swaps for fixed interest rates. 

 

(b) Credit risk 

 

The Group’s main financial assets are trade and other receivable balances and investments, 

which represent the Group’s maximum credit risk exposure in relation to financial assets. 

 

The amounts involved are recorded in the balance sheet, net of bad debt provisions, which are 

estimated by parent company management on the basis of prior year experience and an 

assessment of the current economic environment. 

 

Credit risk affecting liquid funds and derivative financial instruments is limited because the 

counterparties are banking institutions that have been highly rated by international credit rating 

agencies. 

 

The amount of financial assets recognized in the financial statements, net of impairment losses, 

represents the Group's maximum exposure to credit risk, without taking into account guarantees 

that have been provided and other credit improvements. 

 

(c) Liquidity risk 
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The Group determines cash needs by preparing a 12-month cash budget prepared based on the 

budgets for each Group company. 

 

This allows for the identification of cash needs in the proper amount and on a timely basis and any 

new need for financing can be planned. 

 

Financing needs generated by investment transactions are structured and designed based on their 

life, and in most cases they are satisfied through long-term loans such as syndicated loans, for 

example. 
 

Management monitors liquidity reserve projections for the Company (which includes credit 

availability and cash and cash equivalents) based on expected cash flows. 

 

The following table presents an analysis of the Group’s financial liabilities that will be settled at net 

value grouped by maturity date in accordance with residual deadlines at the balance sheet date 

up until the maturity date stipulated in the contract concerned. 

 

 
 Less than one 

year 
Between 1 

and 2 years 
Between 2 

and 5 years 
More than 5 

years 

At 31 December 2010     

Financial institutions (Note 20) 83,766 - 205 - 

Derivative financial instruments (Note 11) - - 489 - 

Other financial liabilities 2,501 218 6,943 228 

Trade and other payables 13,395 - - - 

 

 

    

At 31 December 2009     

Financial institutions (Note 20) 63,754 2,758 3,949 - 

Derivative financial instruments (Note 11) - 226 2,588 - 

Other financial liabilities - 577 554 445 

Trade and other payables 14,192 - - - 
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The main figures in the consolidated cash budget for 2010, prepared on the basis of the Group's 

recurring business and the waivers obtained, are as follows: 

 
Budget  Thousand  

2011 Cash in euro 

Operating income 41,336 

Operating expenses (47,607) 

Net operating profit (6,271) 

Cash outflows for investments (642) 

Income on sale of investments 38,962 

Financing received 16,871 

Payment of debt and dividends (49,616) 

Total (696) 

 

(d) Inflation risk 

 

There are no subsidiaries in countries with inflation risk. 

 

3.2 Capital risk management  
 

Natraceutical Group has the primary objective of maintaining an optimal capital structure that 

secures its capacity to continue as a going concern and safeguards yields for shareholders, as 

well as benefits holders of equity instruments. This policy allows the creation of value for 

shareholders to be compatible with access to financial markets at a competitive cost to cover the 

need to finance the investment plan that is not covered by the generation of funds by the 

business, in line with the strategy followed by the Group with respect to sales growth through the 

expansion of its operations in Spain and abroad. 

 

The Group's capital structure includes equity consisting of capital, reserves and retained earnings 

and net financial debt, consisting of loans from credit institutions, cash and cash equivalents.  

The Group monitors capital based on its debt index. This index is calculated as net debt divided 

by total capital. Net debt is calculated as all outside resources  (including current and non-current 

borrowings, derivative financial instruments and other current and non-current financial debt, as 

shown in the consolidated balance sheet) less cash and cash equivalents. Total capital is 

calculated as "equity" in the consolidated balance sheet plus net debt. 
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The following table shows the level of financial debt (net financial debt/total liabilities) for 

Natraceutical Group at the end of 2010 and 2009 (thousand euro). 

 

 2010 2009 

   

Borrowings   94,350 74,851 

Less: Cash and cash equivalents  1,392 1,095 

Net debt  92,958 73,756 

Total equity 73,354 93,587 

Total capital 166,312 167,343 

Debt index 56% 44% 

 

The increase in the debt ratio is the result of the decrease in equity due to the losses obtained in 

2010, primarily, and the increase in net debt deriving from higher levels of outside financing 

during the refinancing process that ended in April 2010. 

 

3.3 Estimation of fair value 

 

On 1 January 2009 the Group adopted IFRS 7 for financial instruments measured at fair value in 

the balance sheet, which requires the disclosure of fair value measurements by levels using the 

following hierarchy: 

 

Tier 1: Listed price (not adjusted) on active markets for identical assets and liabilities. 

 

Tier 2: Directly (prices) or indirectly (deriving from prices) observable information relating to the 

asset or liability other that the listed price included under Tier 1. 

 

Tier 3: Information regarding the asset or liability that is not based on observable market data 

(non-observable data). 

The fair value of the financial instruments sold on an active markets (such as held-for-trading and 

available-for-sale equities) is based on the market prices at the balance sheet date. The listed 

market price used for financial assets is the ordinary buy price. 
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The fair value of financial instruments that are not traded in an active market is determined by using 

measurement techniques. The Group uses a variety of methods and develops assumptions that are 

based on market conditions existing at each balance sheet date. For long-term debt market prices 

or agent quotation prices are used. Other techniques, such as estimated discounted cash flows, are 

used to determine fair value for other financial instruments. 

 

The carrying amounts of trade receivables and payables are assumed to approximate their fair 

value. The fair value of financial liabilities for financial reporting purposes is estimated by 

discounting future contractual cash flows at the current interest rate in the market from which the 

Group may obtain similar financial instruments. 

 
4 Accounting estimates and judgments  

 

The information contained in these consolidated annual accounts is the responsibility of the 

Directors of the Company. 

 

Estimates and judgments are evaluated continually and they are based on historical experience 

and other factors, including the expectation of future events that are believed to be reasonable 

under the circumstances at hand. 

 

Critical accounting estimates and judgments 
 

The Group makes estimates and judgments concerning the future. The resulting accounting 

estimates will, by definition, seldom equal the related actual results. The most significant 

estimates and judgments are explained below: 

 

 (a) Estimated impairment of goodwill 

 

The Group verifies annually whether there is an impairment loss in respect of goodwill, in 

accordance with the accounting policy in Notes 2.7 and 2.6. The amounts recoverable from cash 

generating units (CGUs) have been determined based on value-in-use calculations. These 

calculations require the use of estimates  (Note 7). 

 

 (b) Fair value of derivatives or other financial instruments 
 

The fair value of financial instruments that are not listed on an active market (for example, 

derivatives not listed on an official market) is calculated using measurement techniques. The 

Group uses judgments to select a variety of methods and to develop assumptions that are 

primarily based on the market conditions existing at each balance sheet date.  
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Based on the analysis carried out by the Company, a 10% change in management's estimates 

would not have a significant impact on the estimated carrying amount for financial instruments. 

 

(c) Useful lives of property, plant and equipment and intangible assets 

 
Group management estimates the useful lives and relevant depreciation and amortization 

charges for its property, plant and equipment and intangible assets, respectively. This estimate is 

based on the period over which the property, plant and equipment and intangible assets will 

generate financial benefits. At each closing the Group reviews the useful lives of property, plant 

and equipment and intangible assets and if the estimates differ from those made previously the 

effect of the change is recorded in the income statement on a prospective basis as from the year 

in which the change is made. 

 
5 Segment information 

 

Management has established operating segments based on the reports reviewed by the Board of 

Directors and used when taking strategic decisions. 

 

The Board of Directors analyzes the business from a product and geographical point of view.  

 

Any income and expenses that cannot be specifically attributed to any line of business and which 

are the result of decisions that affect the Group overall are attributed to a "Corporate Unit". 

 

The Board of Directors analyzes the performance of operating segments based on operating 

profits. Interest revenues and expenses are not attributed to segments since this type of activity is 

carried out by the central treasury department that manages the Group's cash position.  

The Group's financial information broken down by operating segments for the years ended 31 

December 2010 and 31 December 2009 is shown below (thousand euro): 
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At 31 December 2010: 

 

 
 

 

Functional 
ingredients 

Nutritional 
supplements 

Corporate Total 

Total revenues for the segment  643 38,194 4 38,841 

Intersegment revenues - - - - 

Ordinary revenues from external 
customers 

643 38,194 4 38,841 

Raw materials and consumables (621) (9,809) - (10,430) 

Staff costs (135) (9,472) (816) (10,423) 

Fixed asset depreciation (128) (1,258) - (1,386) 

Operating profit (1,158) (16,478) (1,530) (19,166) 

Profit/(loss) before income tax (1,177) (15,594) (2,737) (19,508) 

Financial expense - - - (6,594) 

Financial income -  - 1,033 

Income tax expense - (62) (3,048) (3,110) 

Share in profits obtained by 
associates 

5,032 - - 5,032 

Total assets 89,233 87,056 6,799 183,088 

Total liabilities and equity 2,545 11,488 169,055 183,088 
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At 31/12/09: 

 
 

 

Functional 
ingredients 

Nutritional 
supplements 

Corporate Total 

Total revenues for the segment  87,897 46,719 - 134,616 

Intersegment revenues - - - - 

Ordinary revenues from external 
customers 

87,897 46,719 - 134,616 

Raw materials and consumables (52,667) (10,323) - (62,990) 

Staff costs (15,251) (10,432) (1,771) (27,454) 

Fixed asset depreciation (4,895) (1,157) (197) (6,249) 

Operating profit (16,032) 40 (5,682) (21,674) 

Profit/(loss) before income tax (20,306) (96) (23,510) (43,912) 

Financial expense - - - (8,723) 

Financial income - -  527 

Income tax expense - (995) - (995) 

Share in profits obtained by 
associates 

- - - - 

Total assets 76,353 121,410 2,417 200,180 

Total liabilities and equity 4,295 21,827 174,058 200,180 

 

The Group's sales in 2010 and 2009 took place in the following geographic areas: 

 

Thousand euro 

 2010 2009 

America 248 4,856 

Europe 38,593 120,077 

Australasia - 9,683 

 38,841 134,616 

 

Note 7 includes additional information regarding the impairment of goodwill totalling €10,538 

thousand in the operating segment of Nutritional Supplements due to obtaining lower results than 

expected in the business plan prepared by Group Management.   
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 The ordinary revenue from outside customers reported by the Board of Directors is measured in 

accordance with criteria that match those applied to the income statement. 

 
 

 

 

6 Property, plant and equipment 
 

    Thousand euro Land and buildings 

Installations 

plant and other 
PPE 

PPE in course of 
construction and 

advance 
payments Total 

Balance at 1-1-2009     

Cost  34,739 61,725 1,808 98,272 

Accumulated depreciation (14,115) (45,533) - (59,648) 

Carrying value 20,624 16,192 1,808 38,624 

Other additions 573 2,203 2 2,778 

Other transfers 20 764 (784) - 

Disposals net of depreciation (209) (2,558) (493) (3,260) 

Impairment losses recognised during the year - (3,515) - (3,515) 

Depreciation charge (817) (3,571) - (4,388) 

Gains/(losses) on exchange 258 394 49 701 

Changes to consolidation scope 166 66 - 232 

   Exit from the scope of consolidation (16,904) (9,239) (582) (26,725) 

Balance at 31-12-2009 3,711 736 - 4,447 

Cost  5,441 11,862 - 17,303 

 

Accumulated depreciation  (1,730) (7,611) - (9,341) 
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Impairment losses  - (3,515) - (3,515) 

Carrying value 3,711 736 - 4,447 

Other additions - 142 - 142 

Transfer of non-current assets held for sale  (2,352) - - (2,352) 

Disposals  - - -          - 

Impairment losses recognised during the year 
          (1,204) - - 

 

(1,204) 

Reversal of impairment losses - 16 - 16 

Depreciation charge (128) (263) - (391) 

Other movements (27) - - (27) 

Balance at 31-12-2010 - 631 - 631 

Cost  1,204 1,760 - 2,964 

Accumulated depreciation  - (1,129) - (1,129) 

Impairment losses  (1,204) - - (1,204) 

Carrying value - 631 - 631 

 

Land and buildings have been reclassified as non--current assets held-for-sale as a result of the 

framework agreement concluded with Naturex, S.A. covering the sale of Natraceutical Industrial, 

S.L.U. (see Note 33). Of the reclassified amount, €1,244 thousand relates to land and the rest to 

buildings. Notes 15 includes further details regarding the disposable Group held-for-sale. 

 

Impairment losses 

 

In 2009 measurement adjustments were recognised for impairment losses deriving from the 

merger of the Group's Functional Ingredients Division into Naturex, S.A. such that all property, 

plant and equipment associated to that activity were impaired as a result of the abandonment of 

the business.  

 

As a result of the closing of the corporate offices located in Valencia all property, plant and 

equipment associated with those offices was impaired in 2009. 
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Restatements made in accordance with Royal Decree-Law 7/1996 (7 June) 

 

Net accumulated restatements at the year end total €402 thousand (€424 thousand at 31 

December 2009) and the breakdown of each balance sheet item is as follows: 

 
Thousand euro  
2009 2009 

   
Land 392 392 
Buildings 10 32 
 402 424 

 

The effect of these restatements was a €22 thousand increase in depreciation for the year (€22 

thousand in 2009). 

 

This land and buildings were reclassified in 2010 as non--current assets held-for-sale as is 

mentioned in this Note. 

 

Property, plant and equipment located abroad 

 

At 31 December 2010 and 2009 the Group has the following property, plant and equipment 

investments located outside the country in which the parent company has its domicile: 
 

 Thousand euro 

 2010 2009 

 

Assets 

 

Cost 

Accumulated 

depreciation 

Impairme

nt losses 

Carrying 

value 

 

Cost 

Accumulated 

depreciation 

Impairme

nt losses 

Carrying 

value 

Plant 1,760 (1,129) - 631 1,712 (949) - 763 

 

 

 

 

 

Fully depreciated assets 
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At 31 December 2010, there is property, plant and equipment with an original cost of €458 

thousand (2009: €7,296 thousand) that is fully depreciated and still in use. 

 

Assets under operating leases 

 

The most significant operating lease agreement that the Group has as the lessee was concluded 

in 2009 as a result of the sale of the Functional Ingredients Division to the listed French company 

Naturex, S.A. and has a term of 8 years. Instalments for this agreement have been established in 

accordance with market prices based on the appraised value of the leased assets and the 

following discounts for the first five years: 75% for 2010, 60% for 2011, 45% for 2012, 30% for 

2013 and 15% for 2014. 

 

The amount of "Land and buildings" relating to this agreement has the following carrying value: 
 

 Thousand euro 

 2010  2009 

Cost 5,420  5,420 

Accum. Dep. at 1 January (1,736)  (1,601) 

Depreciation for the year (128)  (135) 

Impairment (1,204)  - 

Carrying value 2,352  3,684 

 

The aforementioned land and buildings are classified as non-current assets held-for-sale at 31 

December 2010. 
 

Total minimum future payments receivable for irrevocable operating leases are as follows: 
 

 Thousand euro 

 2010  2009 

Less than one year 93  58 
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One to five years 722  582 

More than five years 466  699 

 1,281  1,339 

 

 

The lease agreement that gives rise to the indicated rent is expected to be cancelled as a result of 

the framework agreement concluded by Naturex and Natraceutical and mentioned in the Note 33.  

 

The lease of these property, plant and equipment assets gave rise to annual income in 2010 

totalling €58 thousand (2009: €0 thousand). 

 

Insurance 

 

The Group has taken out a number of insurance policies to cover risks relating to property, plant 

and equipment. The coverage provided by these policies is considered to be sufficient. 

 

Impairment and gains/(loss) on disposals of property, plant and equipment 

 

As a result of the merger of the Group's Functional Ingredients Division in 2009 into the listed 

French company Naturex, S.A., the group recognized losses totalling €2,465 thousand deriving 

from the disposal of property, plant and equipment and a los totalling €4,467 thousand for the 

impairment of assets pertaining to Natraceutical, S.A. and Natraceutical Industrial, S.L. 

 

Guarantees 

 

The Group's borrowings from credit institutions are secured by land valued at €1,244 thousand 

(2009: €1,244 thousand (Note 20). 

 
7 Intangible assets 
 

"Intangible assets" records goodwill on consolidation and other intangible assets, as follows: 

 
Intangible assets Thousand euro 

 2010 2009 

Goodwill on consolidation 70,245 80,783 
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Other intangible assets 1,061 1,731 

Total 71,306 82,514 

 

 

Goodwill on consolidation 

 

Movements in goodwill are as follows: 

 

 

 Thousand euro 

 2010  2009 

At 1 January: 80,783  124,127 

Cost  

   Accumulated impairment losses 

80,783 

- 

 124,127 

- 

Carrying value  80,783  124,127 

 Exit from the scope of consolidation 

 Exchange differences associated to exit from the scope of    

 consolidation 

- 

 

                     

     - 

 (52,805) 

 

 

9,638 

   Impairment adjustments (10,538)  (177) 

   At 31 December  70,245  80,783 

 
In 2010 the impairment relates to the Group's CGU Laboratoires Forté Pharma. This loss has 

been included in "Impairment and gains/(losses) on disposals of assets" in the income statement. 

 

In 2009 the goodwill that was assigned to the associate Naturex, S.A. was transferred to 

investments using the equity method (see Note 2.1.2) 

 

Exits from the scope of consolidation and 2009 relate to the goodwill for the companies 

transferred to Naturex, S.A. (see Note 31). 
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A summary of the assignment of goodwill at the CGU level is set out below: 

 
 

                 

 2010 

Total 

 2009         

Total 

 

           Grupo Laboratorires Forte Pharma 70,245  79,191  

Forte Pharma Ibérica S.L.U -  1,592  

 70,245  80,783  

 

Goodwill has been assigned to the company that generated the goodwill at the time of acquisition, 

as a cash generating unit (CGU) whose cash flows must guarantee that goodwill. 

 

The recoverable amount of this goodwill has been estimated in accordance with value-in-use, 

which is based on assumptions regarding cash flows, growth rates for those cash flows and 

discount rates consistent with those applied in the calculation of market values. 

Projections are prepared for each cash generating unit based on recent evolution and they 

include Group Management's best estimates regarding the future performance of the most 

relevant internal and external financial variables. 

 

The business plans prepared are reviewed and finally approved by Group Management. 

 

In order to calculate the value-in-use for each cash generating unit, the present value of cash 

flows have been obtained with five-year financial projections. Cash flows beyond these five years 

are extrapolated using the estimated growth rate indicated below. Growth in projections are based 

on market circumstances and are updated if the market conditions that specifically affect the cash 

generating unit or business reality makes this advisable. Average growth rates of around 8.9% 

(15.6% in 2009) are expected for the nutritional supplement market (rate that does not exceed the 

expectations for the Company's sector), taking into account the market development of these 

types of products and the development of Forte Pharma Group. In addition, average growth of 

around 35.1% (19.6% in 2009 is expected for EBITDA.  

 

The discount rates used take into consideration the specific risks for each cash generating unit 

with respect to the target debt level (leveraged business betas), the average cost of liabilities and 

the market risk premium. The discount rates have been updated this year and a value of around 

10.5% before taxes was obtained (9% in 2009).  
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The main variables that influence the calculation of these projections are: 

 

• Adjustment rate to be applied, which is understood to be the average weighted cost of 

capital and the main variables that influence its calculation is the cost of liabilities, the tax rate 

and the specific of risks affecting the assets. 

 

• The 2% growth rate used to extrapolate the cash flow projections for the period covered by 

the budgets or projections (3% in 2009). In 2010, based on the business structure, the 

geographic area in which the various companies operate and their future expectations, the 

average growth rate used for sales was 8.9% and 35.1% for EBITDA. The high level of 

growth in EBITDA is due to the type of product. As revenues increase fixed costs remain 

constant. The products sold have margins that range between 75% and 80%. 

• The values-in-use have been calculated for each cash generating unit as the present value 

of the cash flows resulting from the financial projections discounted at rates that take into 

account the specific of risks affecting the assets, the average cost of liabilities and the 

Group's target financial structure. In 2010, based on the structure of the businesses, the 

geographic area in which they operate and future expectations, adjustment rates of around 

10.5% have been used (9% in 2009).  

 

If the EBITDA estimated by Management were to be 1% lower, the Group would recognise 

additional impairment totalling €1,060 thousand. If the discount rate were to be 1% higher, 

the Group would recognise additional impairment totalling €9,018 thousand. If the growth rate 

were to be 1% lower, the Group would recognise additional impairment totalling €5,960 

thousand. 
 

After the performance of the indicated impairment test, impairment of the goodwill relating to Forte 

Pharma Ibérica, S.L. was Grupo Laboratoires Forte Pharma was revealed in the amount of 

€1,592 thousand and €8,946 thousand, respectively (zero euros in 2009). 

 

Other intangible assets 

 

The breakdown and movements in the items included under "Other intangible assets" are as 

follows: 
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Balance at 1-1-2009 

 

 

Development 

 

Patents, licenses 
and trademarks 

 

Computer 
software 

 

Other assets 

 

 

Total 

Cost 7,731 1,222 2,366 412 11,731 

Accumulated depreciation (3,866) (705) (1,056) - (5,627) 

Impairment losses  (107) - - - (107) 

Carrying value 3,758 517 1,310 412 5,997 

Other additions  1,286 39 186 234 1,745 

Disposals (2,693) (1,357) 6 - (4,044) 

Impairment losses for year (235) (192) (303) - (730) 

Differences on exchange: 31 93 (2) - 122 

Depreciation charge  (1,102) (231) (528) - (1,861) 

Changes to consolidation scope 

 

105 

 

1,284 

 

- 

 

- 

 

1,389 

Exits from the scope of 

consolidation 
(273) - (202) (412) (887) 

Balance at 31-12-2009 877 153 467 234 1,731 

Cost 5,261 1,060 1,747 234 8,302 

Accumulated amortisation  (4,042) (715) 

 

(977) 

 

- (5,734) 

Accumulated impairment losses (342) (192) (303) - (837) 

Carrying value 877 153 467 234 1,731 

Other additions 377 9 303 157 846 
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Other transfers 237 7 (10) (234) - 

Disposals  (212) - 1 - (211) 

Amortisation charge (578) (1) (416) - (995) 

Other movements (310) - - - (310) 

Balance at 31-12-2010 391 168 345 157 1,061 

Cost 1,699 174 1,316 157 3,346 

Accumulated amortisation (1,201) (6) (971) - (2,178) 

Impairment losses (107) - - - (107) 

Carrying value 391 168 345 157 1,061 

 

Research and development costs 

 

Capitalized development expenses relate to the following projects: 

 

 Thousand euro 

 2010 2009 

 
Cost 

Accumulated 

amortisation 

Impairment 

losses 

Carrying 

value 
Cost 

Accumulated 

amortisation 

Impairment 

losses 

Carrying 

value 

Proyecto Helvetia - - - - 235 (235) - - 

Scientist salaries 907 (700) (107) 100 1,247 (706) (107) 434 

Clinical trials 792 (501) - 291 1,585 (1,142) - 443 

Other projects - - - - 2,194 (1,959) (235) - 

Total  1,699 (1,201) (107) 391 5,261 (4,042) (342) 877 

The total amount of payments made for research and development that have been recognized as 

an expense in the income statement during the year is €47 thousand (2009: (€388 thousand) (see 

Note 25) 
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Additions to development expenses in 2009 and 2010 relate to projects carried out by the Group 

as part of its policy to maintain growth levels and competitiveness. 

 

Intangible assets located abroad 

 

At 31 December 2010 and 2009 the Group has the following investments located outside of Spain 

or whose rights may only be exercised outside of Spain. 

 

 

Fully-amortized intangible assets 
 

At 31 December 2010 the Group recorded fully amortised intangible assets still in use with a 

carrying value of €571 thousand (2009: €5,327 thousand). 
 

Insurance 
 

The Group has taken out a number of insurance policies to cover risks relating to intangible 

assets. The coverage provided by these policies is considered to be sufficient. 
 

 

 

 Thousand euro 

 2010 2009 

 

Assets 

 

Cost 

Accumulated 

depreciation 

Impairment 

losses 

Value 

value 

 

Cost 

Accumulated 

depreciation 

Impairment 

losses 

Value 

Book 

Development 1,699 (1,201) (107) 391 2,832 (1,848) (107) 877 

Concessions, patents, 

licenses and similar 

items 

165 (5) - 160 158 (5) - 153 

Computer software 1,316 (971) - 345 1,027 (570) - 457 

Other assets 156 - - 156 23 - - 23 

 3,336 (2,177) (107) 1,052 4,040 (2,423) (107) 1,510 
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8 Investments in associates 

 

The balance under the heading "Investments in associates" on the asset side of the 

accompanying consolidated balance sheet at 31 December 2010 and 2009 relates entirely to the 

stake in Naturex, S.A. (see notes 1 and 31).  

  2010 2009

 At 1 January    70,566 663

 Acquisitions - 70,566

 Share in (losses)/profits 5,013 -
 Gains/(losses) on exchange  2,991 -
 Exits from the scope of consolidation - (663)

 Other movements 238 -
 At 31 December      

       

       

       

       

  

78,808 70,566

 

The information regarding the only associate in the Group, Naturex, S.A., a French company 

listed on the stock market in its home country, is as follows: 

 

 € million 2010 2009 

 Total assets  358.1 298.1 

 Total liabilities 189.3 153.3 

 Ordinary revenues  226.3 101.9 

 Profit/(loss) for the year 14.8 5.2 

 

The average listed price of shares in Naturex, S.A. over the last quarter and the listed price at the 

end of 2010 was €42.43 and €40.20 per share, respectively (€28.28 and €27.85 per share in 

2009). 

 

There is no company that does not hold an interest in any company of less than 20% and in which 

it exercises significant influence and, if the interest is more than 20%, no significant influence is 

deemed to exist. 

 

The Group has not incurred any contingencies relating to associated companies. 
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9    Financial instruments by category and credit quality 

 

The carrying value of each of the categories of financial instruments is as follows: 

 
 

 Loans and 

receivables 

Assets at fair 

value through 

profit or loss 

 

Hedging 

derivatives 

 

Available for 

sale 

 

 

Total 

31 December 2010      

Assets on the balance sheet       

Available- for- sale financial assets 

(Note 10) 

 

- 

 

- 

 

- 

 

1,981 

 

1,981 

Trade and other receivables (Note 

12) 

 

10,098 

 

- 

 

- 

 

- 

 

10,098 

Cash and cash equivalents (Note 

14)  

1,392 - - - 1,392 

Total 11,490 - - 1,981 13,471 

 

 

 

 

 

31 December 2010 

Liabilities at fair 

value through 

profit or loss 

 

 

Hedging 

derivatives 

 

Other financial 

liabilities at 

amortized cost 

 

 

 

Total 

Liabilities on the balance sheet     

Loans (Note 20) - - 83,971 83,971 
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Derivative financial instruments (Note 11) - 489 - 489 

Trade and other receivables (Note 19)  

- 

 

- 

 

23,285 

 

23,285 

Total - 489 107,256 107,745 

 

 

 Loans and 

receivables 

Assets at fair 

value through 

profit or loss 

 

Hedging 

derivatives 

 

Available for 

sale 

 

 

Total 

Thursday, December 31, 2009      

Assets on the balance sheet       

Available- for- sale financial assets 

(Note 10) 

 

- 

 

- 

 

- 

 

4,682 

 

4,682 

Trade and other receivables (Note 

12) 

 

19,155 

 

- 

 

- 

 

- 

 

19,155 

Cash and cash equivalents (Note 

14)  

1,095 - - - 1,095 

Total 20,250 - - 4,682 24,932 

 

 

 

 

  

 

 

Liabilities at fair 

value through 
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31 December 2009 

profit or loss  

Hedging 

derivatives 

Other financial 

liabilities at 

amortized cost 

 

 

Total 

Liabilities on the balance sheet     

Loans (Note 20) - - 70,461 70,461 

Derivative financial instruments (Note 11) - 2,814 - 2,814 

Trade and other receivables (Note 19)  

- 

 

- 

 

30,852 

 

30,852 

Total - 2,814 101,313 104,127 

 

The credit quality of the financial assets that have not matured or suffered impairment is 

evaluated internally by the Company. 

 

The Group considers that the balance recorded under Trade receivables and Other financial 

assets for which no specific credit classification is maintained does not present any significant 

impairment risk based on past experience and an analysis of the various companies carried out 

by the risk department. 

 

Fair values do not significantly differ from nominal values. 
 

10  Available-for-sale financial assets 
 

The heading "Financial assets available-for-sale" records shareholdings in and loans granted to 

the following companies that are not included in the scope of consolidation. 
 

Thousand euro  

2010 2009 

Long term:   

Shareholdings:   
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Braes Holdings Ltd. 1,645 1,645 

Cakefriends Ltd. 187 347 

Loans:   

Braes Group Ltd. - 2,546 

Cakefriends Ltd. 105 144 

Short term:   

Loans:   

Cakefriends Ltd. 44 - 

Total 1,981 4,682 

The elimination of the loan to Braes Group, Ltd. is the result of a balance compensation 

agreement concluded b the parties in 2010, under which the payable and receivables balances 

between Natraceutical, S.A. and Braes Group Ltd. are offset and a balance payable to Braes 

Group Ltd. remains in the amount of €1,710 thousand (€4,313 thousand in 2009).  
 

In 2009 the investee company Cakefriends, Ltd. reduced share capital to re-establish its financial 

balance. After the reduction it carried out a share capital increase in the same amount, in which 

Natraceutical, S.A. did not exercise all voting rights and therefore its shareholding was diluted to 

12.29%. This share capital increase took place through the capitalisation of debt. 

 

On 2 November 2009 the parent company disposed of its shareholding in the Swiss company 

Panadoro Group Ltd. The Group had already classified this investment as held-for-sale in prior 

years given its intention to sell. This disposal gave rise to a negative impact totalling €1,254 

thousand that was recognised under the heading "Impairment and gains/(losses) on disposal of 

financial instruments" in the consolidated income statement for 2009. 

 

Movements in the financial assets available for sale are summarized as follows: 
 

 Thousand euro 

 2010  2009 

Opening balance 4,682  7,599 

Gains/(losses) on exchange 27  - 

Additions 44  - 
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Disposals (2,546)  (2,917) 

Gains/(losses) in the income statement (226)  - 

Closing balance 1,981  4,682 

Less: Non-current portion 1,937  4,682 

Current portion 44  - 

 

Available-for-sale financial assets are denominated mainly in euros. 

 

 

11  Derivative financial instruments 

 

  2010 2009 

  Assets Liabilitie

s

Assets Liabilitie

s

 Interest rate swaps  – cash flow hedges  

- 489 - 2,814 

 Total     - 489 - 2,814 

 Less non-current portion:     

 Interest rate swaps  – cash flow hedges 
  -

 

489 -

 

2,814 

  - 489 - 2,814 

 Current portion    

     

     

     

     

     

     

  

- - - - 

 
 
Interest rate swaps 
 

The heading "Derivative financial instruments" in the accompanying consolidated balance sheet 

records €489 thousand (€2,814 thousand at 31 December 2009) which relates to the 

measurement of the interest rate derivative. 
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To calculate the fair value of the interest rate derivatives (Fixed rate swaps or "IRS" and variants) 

the Group discounts cash flows on the basis of implicit rates calculated by the euro interest rate 

curve, in accordance with the market conditions on the measurement date. For options or IRS 

that contain options, it also uses implicit volatility in the market as inputs for calculating the fair 

value of the option, using measurement techniques such as Black& Scholes and variants applied 

to the underlying interest rates. 

 

In addition, the Group carries out interest rate hedging transactions in accordance with its risk 

management policy. These transactions are intended to mitigate the effect that the changes in 

interest rates may have on future cash flows from variable interest rate loans and other credit 

facilities. 

 

The nominal value of the hedged interest rate liabilities (cash flows) for the coming years total 

€38,965 thousand (€44,100 thousand at 31 December 2009) maturing in 2013. 

 

As a result of the refinancing process ended in April 2010, the syndicated loan that the Group had 

until that date and the derivative associated with that loan was cancelled and therefore the 

amount relating to changes in the measurement of the derivative recognised under equity was 

transferred to the income statement in 2010, which had a negative impact of €424 thousand. 

During that refinancing process a derivative was obtained to hedge against changes in interest 

rates at 50% of the nominal amount of the new syndicated loan.  The amount recognised under 

equity for hedges is the measurement of that derivative net of the tax effect. 

 

As a result of the transaction with Naturex, S.A. concluded on 30 December 2009 the Group 

decided to discontinue its hedging arrangements and therefore at the end of 2009 all the interest 

rate derivatives that the company had did not have a perfect hedge and accordingly, due to the 

inefficient part of the hedge, the changes totalling €812 thousand in the measurement were taken 

to the income statement. 

 

At 31 December 2010 the variable interest rate of reference that affects most debt is the 

EURIBOR. 

 
(c) Analysis of interest rate sensitivity 

 

Changes in the fair value of the interest rate derivatives obtained by the Group depend in the 

change in the long-term euro interest rate curve. The fair value of the liability relating to those 

derivatives at 31 December 2010 is €489 thousand (€2,814 thousand at 31 December 2009). 
 

Variances in interest rates modify future flows for assets and liabilities indexed to a variable 

interest rate. The risk deriving from the change in the price of money is managed by obtaining 

derivative instruments that serve the function of protecting the group against these risks. 
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The parent company uses hedging transactions the manage its exposure to changes in interest 

rates. The objective of interest rate risk management is to attain a balance in the debt structure 

that allows the cost of the debt to be minimised on a multi-year horizon with reduced volatility in 

the income statement. The derivative instruments contracted are assigned to a certain financing, 

adjusting the derivative to the time and amount of the financing. 

 

The Group has performed sensitivity analyses on the financial instruments involving changes of 

100 basis points higher/lower in applicable rates, which would give rise to changes in a range of 

approximately €760 thousand.  

 

The Group has performed sensitivity analyses on the financial instruments involving changes of 

100 basis points higher/lower in applicable rates, which would give rise to changes in a range of 

approximately €760 thousand. 

 

The financial risk structure at 31 December 2010 and 2009, making a distinction between risk 

indexed to a fixed interest rate  and risk indexed to a variable interest rate, taking into 

consideration the derivatives obtained )which comply with all requirements to be considered to be 

hedges), is as follows: 

 

31 December 2010 Thousand euro 

Fixed or protected interest rate 38,965 

Variable interest rate 38,965 

Debt 77,930 

% Fixed rate/total debt 50% 
 

31 December 2009 Thousand euro 

  

Fixed or protected interest rate 60,439 

Variable interest rate 50,224 

Debt 110,663 

% Fixed rate/Total debt 54.61% 

 

The sensitivity of derivatives at 31 December 2010 will affect equity and results to the extent that 

market circumstances may change. 
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12 . Trade and other receivables 

 

  Thousand euro  

  2010 2009 

 Non-current loans and receivables:   

 - Loans to associates 51 - 

 

- Other financial assets  

 

  1,454  

 

268 

 Total 1,505 268 

 Current loans and receivables:   

 - Loans to associates (Note 32) 800 9,058 

 - Other financial assets 28 - 

 - Trade and other receivables 13,543 15,840 

 Trade receivables, Group companies and 

associates 
732 - 

 - Impairment loss provisions (6,510) (6,011) 

 Total 8,593 18,887 

  10,098  19,155 

Fair values do not significantly differ from nominal values.  

 

Trade receivables that have fallen due but are outstanding for less than three months are not 

considered to be impaired. At 31 December 2010 receivables totalling €2,252 thousand had 

matured, although did not suffer any impairment losses. These accounts relate mainly to an 

associate with which an agreement has been concluded that recognises this debt and establishes 

a payment calendar.  
  

 2010 

Up to 3 months 761 
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Between 3 and 6 months 1,491 

 2,252 

 

In 2010 there was an impairment loss affecting trade receivables totalling €499 thousand (2009: 

€6,101 thousand).  

 

The carrying value of loans and receivables is denominated in the following currencies: 

 Thousand euro 

 2010 2009 

Euro 9,298 19,155 

Swiss franc 800 - 

Total 10,098 19,155 

 

Movements in the provision for the impairment of the value of the Group's trade and other 

receivables were as follows: 

 

 2010 2009 

   

At 1 January 6,011 1,022 

   

Provision of the impairment of the value of 

receivables 

499 6,101 

Application of the impairment of the value of 

receivables 

- (899) 

Differences on exchange:  - (11) 

Exits from the scope of consolidation  - (202) 

At 31 December  6,510 6,011 
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Impairment adjustments to trade receivables are recognized and reversed in “Other operating 

expenses” in the income statement. Amounts charged to the impairment account are normally 

written off when no more cash is expected to be recovered. 

 

The other accounts included in trade and other receivables contain no assets that have suffered 

impairment. 

 
13. Inventories 

 

 2010 2009 

   

Goods purchased for resale 

Raw materials and other supplies 

1 

1,845 

24 

1,551 

Work in progress   
  

29 203 

Finished products 5,416 4,917 

Impairment (2,129) (2,048) 

At 31 December  5,162 4,647 

 

The Group has taken out a number of insurance policies to cover risks relating to inventories. The 

coverage provided by these policies is considered to be sufficient. 

 

At 31 December 2010 the Group has firm commitments to sell finished products totalling €6,127 

thousand and no firm acquisition commitment. At 31 December 2009 the Group had firm 

acquisition commitments totalling €1,788 thousand and no firm sale commitment.  

 

14. Cash and cash equivalents 

 

  2010 2009 

    

 Cash and bank deposits 1,392 1,093 

 Short-term bank deposits - 2 

 Cash and cash equivalents  1,392 

 

1,095 

 

 

For the purposes of the cash flow statement, cash, cash equivalents and bank overdrafts include: 
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  2010 2009 

    

 Cash and cash equivalents 

    

    

    

    

    

    

    

    

   

1,392 1,095

 Cash and cash equivalents 1,392 1,095
 

 
15.  Non-current assets held for sale  

 

The Group has classified the assets of Natraceutical Industrial, S.L. associated with the 

framework agreement conclude with Naturex, S.A. (see Note 33) as assets held-for-sale,, thereby 

recognising them at market value in accordance with the price established in the agreement, 

given that at the end of 2010 the requirements established by IFRS 5 to classify them in this 

manner were met. 

 

These assets mainly include land and buildings and other financial assets. The impact of 

measuring these assets at fair value has given rise to a loss in these consolidated annual 

accounts totalling €1,589 thousand, recognised under the heading Impairment and gains/(losses) 

on disposals of financial instruments".  

 

There are no liabilities that must be classified as held-for-sale given the conditions of the 

agreement concluded. 

 
16. Share capital and share premium 
 

The parent company's share capital at 31 December 2010 and 2009 consists of 328,713,946 fully 

subscribed and paid shares with a par value of  €0.10 each. 
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In 2002 the parent company's shares were listed on the New Market Segment of the stock 

markets in Madrid, Valencia, Barcelona and Bilbao. 

 

At 31 December 2010, Natra, S.A. is the only company with a shareholding exceeding 10%, as it 

maintained ownership of 46.86% of the parent company's shares (50.60% at 31 December 2009). 

 

The Spanish Companies Act expressly allows the use of the share premium account to increase 

share capital and there are no specific restrictions with respect to the availability of this balance. 

 

No dividends have been distributed in 2009 and 2010. 

Treasury shares 

 

At 31 December 2010, the company holds 4,305,677 treasury shares acquired at an average 

price of approximately €1.14. At 31 December 2010, the company holds 4,291,226 treasury 

shares acquired at an average price of approximately €1.14. The par value of the treasury shares 

in the portfolio represent 1.31% of share capital at 31 December 2010 and 2009. 

 

The parent company acquired the treasury shares by virtue of a resolution adopted by 

shareholders at a general meeting on 29 June 2005, which authorises the Board of Directors or 

acquire treasury shares at pre-established minimum and maximum prices without any specific 

purpose.  

 

In 2010 the Group acquired 14,451 treasury shares valued at €7 thousand. Movements in this 

item in 2010 and 2009 are as follows: 
 

 Thousand euro 

Balance at 31 December 2008 7,551 
Disposals (2,668) 
Balance at 31 December 2009 4,883 
Additions 7 
Balance at 31 December 2010 4,890 

 
 
17. Share-based payments  
 

On 21 December 2006, the Nomination and Compensation Committee, as delegated by the 

Board of Directors, approved a compensation programme for certain executives and employees 

pertaining to Natraceutical Group. This account breaks down as follows: 

 
No. of shares 

Headlines 2010 2013 Total 

Executives and employees 370,000 370,000 740,000 
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The strike price for each maturity date is €2.37 and €2.80, respectively. 

 

The fair value of employee services received in exchange for the granting of options is recognized 

as an expense. The total amount of the expense is determined by referencing the fair value of the 

options granted: 

 

� Including market yield conditions. 

� Excluding the impact of any condition for making the concession irrevocable when relating to 

services or yields that do not refer to the market (for example, profitability, sales growth targets or 

the obligation of remaining at the company for a certain period).  

� Including the impact of any non-determining condition affecting the vesting of the award (for 

example, the obligations of employees to save). 

 

Non-market vesting conditions are included in assumptions about the number of options that are 

expected to consolidate. The total expense is recognised during the period in which the 

concession is not revocable, which is the period during which the conditions giving rise to the 

irrevocable right must be met. At the end of each accounting period the Company reviews the 

estimates regarding the number of options that are expected to consolidated in accordance with 

the irrevocable right conditions not referenced to the market. If appropriate, the effect of the 

review of the initial estimates are recognised in the income statement, making the relevant 

adjustment in equity. 

 

The impact of the described plan is no significant in these consolidated annual accounts. 

 
18. Retained earnings and other reserves 

 
a) Retained earnings 

 

At 1 January 2009 9,277 

Loss for the year (44,907) 

Acquisition/sale of treasury shares 1,079 

Exit from the scope of consolidation (7,786) 

At 31 December 2009 (42,337) 

At 1 January 2010 (42,337) 

Loss for the year (22,618) 

Other  (153) 
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At 31 December 2010 (65,108) 

 
 
 

b) Other reserves 
 

At 1 January 2009 (13,694) 

Cash flow hedges, net of taxes 568 

Differences on exchange: 6,019 

Exit from the scope of consolidation 6,666 

At 31 December 2009 (441) 

At 1 January 2010 (441) 

Cash flow hedges, net of taxes (45) 

Differences on exchange: (646) 

Stake in overall results obtained by associates 3,229 

At 31 December 2010 2,097 

 

 
19. Trade and other payables 

 

 Thousand euro

 2010 

 

 2009  

Long-term borrowings and payables    

- Debt with group companies (Note 32) 6,577  - 

- Other debt 812  1,576 

Total 7,389  1,576 
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Creditors and payables, short term    

- Trade payables 12,171  10,942 

- Debt with group companies (Note 32) 2,327  15,654 

- Trade payables, Group and associated companies (Note 32) 1,224  - 

- Other 174  2,680 

    Total 15,896  29,276 

 23,285  30,852 

  

 

Long-term payables to group companies consist of a loan granted by the company Natra, S.A. 

that matures on 30 September 2013. This loan accrues interest at a rate of 3.75%. 

 

The carrying amounts of short-term payables approximate their fair values, since the effect of 

discounting is immaterial. 

 

The carrying amounts of the Group’s payables are denominated in euros: 

 
19.1. Payment period for suppliers 

The balance pending payment at the end of 2010 exceeding 85 days is €654 thousand. 

 

20. Borrowings 
 

  2010 2009 

    

 Bank borrowings 205 6,707 

 Non-current 205 6,707 

 Bank borrowings  77,791 34,399 
 Other borrowings from credit institutions 

  
3,933 28,329 

 Accrued interest not yet due 2,042 1,026 
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 Current 83,766 63,754 
 TOTAL 83,971 70,461 

 

In the above breakdown of the headings "Non-current borrowings" and "Current borrowings", the 

Group maintains loans and payables with financial institutions that are considered to be related 

parties: 

 

 

 Thousand euro 

 2010 2009 

Non-current - 2,200 

Related party borrowings - 2,200 

Current 12,161 8,955 

Related party borrowings 11,850 6,441 

Other amounts payable to related 

companies 

- 2,490 

Accrued interest not yet due 311 24 

Total 12,161 11,155 

 

The amount of lines of credit not drawn down at 31 December 2010 and 2009 total €1,074 

thousand and €1,236 thousand, respectively. 

 

On 15 April 2010 Natraceutical, S.A. reached an agreement with 23 creditor entities to refinance 

existing debt up until that moment and the effective start date of the syndicated loan on 19 April 

2010. 

The total price of the refinancing debt totals €77.9 million. This syndicated financing was 

structured in a single tranche with a single maturity date (bullet) at three years (19 April 2013). 

  

With this design, the Natraceutical Group has the financial muscle to consolidated the 

development of Forté Pharma as a point of reference in Europe in the nutritional supplement 
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sector, as well placing value on the merger of its ingredients division with the French company 

Naturex, S.A. carried out at the end of 2009. 

  

The following acted as lead companies in the refinancing: Banco de Sabadell, Banco de Valencia, 

Caixa d’Estalvis de Catalunya, Caja de Ahorros de Galicia, Caja de Ahorros del Mediterráneo and 

Caja de Ahorros de Valencia, Castellón y Alicante, Bancaja, and the latter is the Agent company 

in the transaction.  

  

The guarantees granted in syndicated financing are as follows: 

 

- Pledge of all of the Company's shares in the listed French company Naturex, S.A. 

- Pledge of all of the shares representing shares in its capital of which the parent 

company owns in its portfolio. 

- Mortgage of the land owned by Natraceutical Industrial that presents a carrying value 

of €1,244 thousand. 

- Pledge of the debt claims held by Natraceutical Industrial, S.L.U. deriving from the 

lease agreement concluded on 30 December 2009 between that subsidiary as the 

lessee and the Spanish company Xerutan, S.L.” (now Naturex Spain, S.L.) as the 

lessor. 

- Pledge of the debt claims that could fall to Natraceutical, S.A. with respect to the 

collections and payments account opened at Bancaja. 

- Pledge of the debt claims that could fall to Natraceutical, S.A. with respect to the 

transitional amortisation account opened at Bancaja. 

- Pledge of the debt claims that could fall to Natracuetical, S.A. from the escrow account 

opened at the French bank "“CIC Lyonnaise de Banque, S.A.” in accordance with 

agreement concluded on 30 December 2009 by that bank and the companies Naturex, 

S.A. and Natraceutical, S.A. 

 

In accordance with the obligations established in the syndicated financing arrangement in April 

2010 and in force at 31 December 2010, the Company must meet a series of covenants that are 

not considered to be met at 31 December 2010. On a proactive basis and sufficiently in advance 

the Company reported the Group's financial situation to the bank's financing the aforementioned 

transaction. At the same time it requested the waivers that were necessary to prevent early 

termination of the agreement in the short-term and, therefore, delayed the classification in 2011 of 

most of the gross bank borrowings as a current liability at 31 December 2010.  However, as is 

explained in Note 33, on 29 April 2011 the Company satisfactorily completed the process of 

obtaining the waivers from the financial institutions granting the syndicated financing explained in 

Note 20, which provides evidence of their financial support and the Company was relieved from 

the obligation of complying with those covenants for twelve months and the original maturity date 

of the financing was not changed. This will allow it to be classified as long-term borrowings in the 

balance sheet under Non-current liabilities. 
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The syndicated loan has an average annual coupon of 3.75%. In 2009 long and short-term bank 

borrowings accrued interest at a variable rate that ranged between 1.23% and 6%. 

 

The carrying amount of the Group’s borrowings is denominated entirely in euro. 

 

The carrying amount of borrowings approximates fair value. 

 
21.  Deferred taxes 

 

       The analysis of deferred tax assets and liabilities is as follows: 

 

 2010 2009 

Deferred tax assets:  

− Non-deductible expenses 

− Restatement of assets 

− Measurement of financial derivatives 

− Tax credit for losses and deductions 

− Other 

                        278

-

147

                      1,880

                         430

213

2,283

372

8,301

39

 2,735 11,208

Deferred tax liabilities:   

− Restatement of assets 

− Measurement of financial derivatives 

− Tax credit for losses and deductions 

-

-
                                
1 

289

323

-

 1 612

Deferred tax assets and liabilities (net) 2,734 10,596

 

Movements during the year in deferred tax assets and liabilities are as follows: 

 

 2010 2009 

   

At 1 January    10,596 7,719

Transfers                        (5,094) -

Charged to income statement (Note 28)  
       
        

(3,111)                  3,160

Tax charged/paid relating to components of other 

overall results (Note 28) 343 (283)



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

At 31 December 2,734 10,596

 

The figure under transfers relates mainly to tax credits recognised by Natraceutical Industrial, S.L. 

at 31 December 2009 that have been classified as "Non-current assets held-for-sale", thereby 

measuring all net assets at fair value. 

 

This year tax-loss carryforwards and deductions have been cancelled by the Group against the 

figures recorded in its balance sheet totalling €3,048 thousand. 

 

Tax incentives applied during the year or pending deduction 

 

Current legislation relating to corporate income tax establishes several tax incentives in order to 

encourage research and development, the protection of the environment, professional training 

and export activities.  

 

The deductions to provide incentives for the aforementioned activities pending application in 

coming years by the Tax Group, for the purposes of Spanish legislation, are as follows:  

  

 

EXPORT COMPANY  

    

Year 
generated 

NATRACEUTICAL 
 GROUP Available until 

 

2001 304 2011  

2005 1,190 2015  

2006 1,626 2016  

2,007 12 2017  

2008 6 2018  

       

TOTAL 3,138    

 
  

 PROFESSIONAL TRAINING  
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Year 
generated 

NATRACEUTICAL 
 GROUP Available until 

 

2005 6 2015  

2006 4 2016  

2,007 1 2017  

2008 1 2018  

2009 0 2019  

       

TOTAL 12    

 
  

RESEARCH AND DEVELOPMENT  

    

Year 
generated 

NATRACEUTICAL 
 GROUP Available until 

 

2001 50 2016  

2002 16 2017  

2003 355 2018  

2004 387 2019  

2005 212 2020  

2006 176 2021  

2007 401 2022  

2008 220 2023  

Total 1,817    

 

The Spanish companies have generated the following deductions for reinvestment: 
The reinvestments 
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Year generated 

NATRACEUTIC
AL GROUP 
Deduction 

amount 

Income 
applied to 

the 
deduction Available until 

2004 69 346 2014 

2005 3 16 2015 

2006 1,236 6,178 2016 

Total 1,308 6,540   

    

The Group's Spanish companies accredited deductions for the reinvestment of extraordinary 

profits deriving from the transfer of company assets, in accordance with the provisions of Article 

42 of RDL 4/2004, which approved the Spanish Corporate Income Tax Act. The total profit 

covered by this deduction amounted to €6,540 thousand, and the amount obtained on the 

transfers of assets in 2004 through 2007 in securities representing the capital of other 

companies, as well as property, plant and equipment and intangible assets. The accredited 

reinvestment deduction totals €1,308 thousand and it has yet to be applied. 

 

In 2010 the Group did not record any tax credit deriving from the Tax Group's tax bases. 

At 31 December 2010 the Group has the following tax-loss carryforwards yet to be offset: 

 
Year generated NATRACEUTICAL GROUP Available until 

2006 2,462 2021 

2007 11,626 2022 

2008 7,060 2023 

2009 39,737 2024 

2010 6,002 2025 

  66,887   

 
In accordance with current legislation, tax losses from one year may be offset against 

profits obtained in tax periods ending within the fifteen immediately successive years. 

However, the final amount to be offset against those tax losses, as is the case with 

deductions yet to be applied, may be changed as a result of any verification of the years in 
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which they arose. 

 

The Directors of the parent company consider that sufficient profits will be generated, 

based on current business plans, as well as other income from other activities in future 

years to recognise the tax credits that the Group currently has capitalised and they expect 

them to be recovered within the deadlines established by law. 

 

22.  Retirement benefit obligations 
 

As a result of the transfer of the Functional Ingredients Division to the company Naturex, S.A., a 

subsidiary that had a pension plan assigned to its employees has been excluded from the scope 

of consolidation. At 31 December 2010 the Consolidated Group does not have any pension 

obligations with employees. 

 

23. Provisions for other liabilities and charges 
 

Movements in short-term provisions in 2010 were as follows: 

 

 
Provisions for 

advertising materials

 Provisions for other 

risks
 

 Total

At 1 January 2010 362                    120  482

Appropriations 225 32  257

Applications (26) (118) (144)

At 31 December 2010 561 34  595

 

The most important provisions relate to the advertising materials used to promote nutritional 

products owned by Forte Pharma Group in pharmacies and parapharmacies. 

 

Contingent liabilities 

 

The Company's Directors consider that there are no significant contingent liabilities at 31 

December 2009 and 2010. 

 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

24. Employee compensation expenses 

 

 

 Thousand euro 

 2010 2009 

Salaries and wages                      7,669            21,040   

Social Security                      2,624              4,812   

Pension plan contributions 
        

92   -  

Severance payments 
                           

29   
               

636   

Other social welfare expenses 
                             

9   
               

966   

Total                   10,423            27,454   

 

The average number of employees during the course of the year at companies consolidated using 

the full consolidation method, by category, is as follows: 
  2010  2009 

     

Executives  8  15 

Clerical staff  36  68 

Production  15  200 

Sales  85  153 

Laboratory  7  50 

     

  151  486 

In addition, the distribution by gender of the employees at fully consolidated companies at the 

year end is as follows: 

 
  2010  2009 

  Men  Women  Total  Men  Women  Total 
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Executives   5  3  8  9  6  15 

Clerical staff  12  24  36  18  50  68 

Production  8  7  15  163  37  200 

Sales  31  54  85  63  90  153 

Laboratory  1  6  7  15  35  50 

             

  57  94  151  268  218  486 

 
25. Other operating expenses 

 

The breakdown of "Other operating expenses" in the accompanying consolidated income 

statements for 2010 and 2009 is as follows: 

 
Thousand euro 

  2010 2009 

Advertising 12,034 13,889 

Professional services 7,824 6,901 

Leases 1,610 2,820 

Transport 1,232 4,229 

Other expenses 995 10,433 

Insurance premiums 461 1,028 

Supplies 193 4,338 

Taxes 74 272 

Bank services 68 138 

Research and Development 47 388 

Repair and maintenance 44 394 

Changes in trade provisions 727 5,202 
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  25,309 50,032 

 

 
26. Financial income and expense 

 

 Thousand euro 

 2010  2009 

Financial income    

From marketable securities and other financial 

instruments 

   

- Group companies and associates 4  - 

- Third parties   248 

Total 4  248 

Financial expense: 

On debts to Group companies and associates 

Debts with third parties 

Restatement of provisions  

 

(373) 

(4,768) 

- 

 

(143) 

(7,489) 

- 

Total (5,141)  (7,632) 

Change in the fair value of financial instruments    

- Hedging derivatives (Note 11) (424)  (812) 

Total (424)  (812) 

Gains/(losses) on exchange 689  (377) 

Impairment and profit/(loss) on disposal of financial 

instruments 

Impairment and losses 

Profit/(loss) on disposals and other 

 

 

 

(502) 

  

 

 

(3,348) 
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The composition of impairment and results on disposals of financial instruments are as follows: 

 
 Euro

 2010 2009

 

Impairment losses: 

- Shares  821 (1,268)

- Loans (1,323) (2,080)

 

 (502) (3,348)

 

Profit/(loss) on disposals and other 

- Disposal of shareholdings in group companies 

   and associates - (10,317)

 

 

 - (10,317)

 
The impairment losses on loans in 2009 relate entirely to a loan granted to Obipektin. 

The amount under "Disposal of shareholdings in Group companies and associates" includes €1,254 
thousand resulting from the sale of the stake that the parent company held in the Swiss company 
Panadoro Group Ltd. (see Note 10) and a loss totalling €8,652 thousand, deriving from the difference 
between the assets transferred to Naturex S.A. and the value of the compensation received (see Note 31). 

 

 

- (10,317) 

Total (502)  (13,665) 

Financial income/(expense) (5,374)  (22,238) 
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27. Transactions denominated in foreign currency 
 

Transactions carried out in foreign currency are as follows: 
 

 

 Thousand euro 

 2010 2009 

Acquisitions 

Sales 

Services received 

Services provided 

(69) 

- 

 

(124) 

72 

(40,608) 

60,302 

 

(15,463) 

59 

Financial income 3 49 

Financial expenses (67) (670) 

Staff costs (63) (14,088) 

Purchases  of fixed assets - (1,557) 

 (248) (11,976) 

 
 

 

28. Income tax  
 

The Group is composed of certain companies that form part of the tax consolidation group in 

accordance with Spanish legislation. Natraceutical Industrial, S.L. was excluded from that group 

in 2009. 
 

 2010 2009

   

Current tax:  

Current income tax    
      

4 786
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Adjustments relating to prior years - -

Total current taxes 4 786

Deferred tax  (Note 21)  
Reversal of tax credits 3,106 209

Total deferred tax 3,106 209

Income tax 3,110 995

 

The reconciliation of corporate income tax resulting from applying the current tax rate and the tax 

expense recognised is as follows: 
 

Thousand euro  
2010 2009 

   
Consolidated result before income tax (19,508) (43,912) 
   
Non-deductible expenses and non-computable income   

Individual companies 7,880 21,109 
From consolidation adjustments - - 

Adjusted accounting profit (11,628) (22,803) 

Gross tax at current rate in each country  (3) (995) 
Deferred tax assets  31 - 
Reversal of tax credits (3,138) - 
   

Corporate income tax expense/(income) (3,110) (995) 

 

For the purposes of corporate income tax, Natraceutical, S.A. is taxed as the parent company of 

the tax consolidation group 0013/08, together with the company Forte Pharma Ibérica, S.L. 

 

The positive adjustments made to book results mainly relate to various impairments that have 

been recognised but are not tax deductible this year. 

 

The adjustments that give rise to a decline in book results for the year derive from the exemption 

applicable to dividends received from non-resident companies, the tax deduction relating to 

goodwill on Forte Pharma Ibérica and the reversal of provisions that were not deductible in prior 

years. 

 

The various consolidated subsidiaries calculate corporate income tax, as well as the tax payable 

for the various taxes to which they are liable, in accordance with their applicable legislation and 

with the tax rates in force in each country. 
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The reversal of deferred taxes makes reference to the tax credits that were eliminated from the 

balance sheet for Natraceutical S.A. and Forte Pharma Ibérica in the amount of €3,048 thousand 

and €90 thousand, respectively. 

 

The consolidated companies are open to inspection for the past four years with respect to all 

taxes to which they are liable (five years in the case of corporate income tax), except for years 

that have already been inspected. The Directors do not expect any additional liabilities to arise for 

the Group as a result of any inspection of open years. 

 

29. Earnings per share  

 

The reconciliation at 31 December 2010 and 2009 of the average weighted number of ordinary 

shares using a calculation based on earnings per share, is as follows: 

 
 Thousand shares 

 2010 2009 

   
Shares issued at the end of the year 328,714 328,714 

Treasury shares in the portfolio at the end of the 
year 

4,306 4,291 

Average number of treasury shares held 4,292 5,459 

Average number of outstanding shares 324,422 323,255 

 

a) Basic 

 

Basic earnings per share are calculated by dividing the profit attributable to the Company’s 

shareholders by the weighted average number of ordinary shares in the year, excluding treasury 

shares acquired by the Company (Note 16). 

 

 
  Thousand euro 

  2010 2009 

      

Net profit (euro) (22,618) (44,907) 
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Average number of outstanding shares 324,422 323,255 

Basic earnings per share (euro) (0.070) (0.139) 

 

b) Diluted 

 

Diluted earnings per share are calculated by adjusting the weighted average number of 

outstanding ordinary shares to reflect the conversion of all potentially dilutive ordinary shares.  

 

At 31 December 2010 and 2009 diluted earnings per share match basic earnings per share.  

 

No dividends have been distributed in 2010 and 2009. 
 

 

30. Commitments  

  
a) Fixed asset acquisition commitments 

 

At 31 December 2010 and 2009 the Group does not have any firm fixed asset acquisition 

commitments. 

 

b) Commitments for operating leases-when a Group company is the lessee 

 

The Group rents several offices, warehouses and vehicles, mainly, under irrevocable operating 

lease agreements. 

 

Total minimum future payments for irrevocable operating leases are as follows: 

 

Thousand euro 2010 2009

   

Less than 1 year  
   

676 634

Between 1 and 5 years 
    

680 505

More than 5 years 
    

- -

Total 1,356 1,139
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31. Business combinations  

 

On 5 August 2009, the parent company issued a letter of intentions regarding the merger of the 

Natraceutical Group's Functional Ingredients Division into  Naturex S.A., a listed French 

company, engaged in the production and marketing of natural ingredients for the food, nutritional, 

pharmaceutical and cosmetic industries and subsequently signed a binding contract on 30 

September 2009. 

 

On 19 November 2009, the AMF (Autorité des Marchés Financiers), the stock market regulatory 

body in France, authorized the transaction in accordance with the terms agreed by both 

companies and exempted Natraceutical, S.A. from making a public offer of acquisition four 100% 

of the shares in Naturex S.A. as a result of acquiring a stake higher than 30% in the French 

company after the contribution of its assets. 

 

The transaction was executed on 30 December 20,009, after the approval by a wide majority by 

shareholders at an Extraordinary Meeting held by Naturex, S.A. and it was structured through a 

non-monetary share capital increase consisting of the issue of 2,481,960 new shares for 

Natraceutical and Natra Groups in exchange for their industrial assets and their shares. After this 

transaction, Natraceutical Group became the majority shareholder of Naturex S.A., with two 

members on the Board of Directors of the French company, and received 2,234,699 new shares 

in Naturex S.A. in exchange for its shares, property plant and equipment and intangible assets, 

this stake represents 35.11% of share capital and 16% of voting rights. The shares were listed on 

4 January 2010. 

 

In addition, the Group received €5 million in cash for the assets contributed to Naturex, S.A., and 

an additional variable amount remained payable up to €10 million, reference to the audited 

closing for both companies in 2009. The Group also transferred €23 million in net financial debt to 

Naturex, S.A. as part of the transaction. 
 

During the transaction the Group contributed its shareholdings in the companies Obipektin AG, 

Overseal Natural Ingredientes Ltd., Overseal Color Inc., The Talin Co. Ltd., Britannia Natural 

Products Ltd., Exnama-Extractos Naturais da Amazonia Ltda., Kingfood Australia, Pty Limited 

and Biópolis, S.L. together with certain assets, and received as compensation 2,234,699 shares 

in Naturex S.A., representing 35.11% of its share capital. The Group recorded a €8,652 loss on 

this transaction as a result of the difference between the measurement of the assets and liabilities 

transferred and other compensation (indicated in the preceding paragraph) received from 

Naturex, S.A. The shares were measured based on the contract price established by an 

independent expert. The Group recorded a financial investment totalling €70,566 thousand, which 

includes the expenses that the Company incurred on the transaction.  
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After the execution of the transaction, Naturex, S.A. became the independent world leader in 

natural specialist ingredients and Natraceutical Group has a significant stake in the company. 

Natraceutical Group has thus focused its operating activity on the development of its Nutritional 

Supplement Division. 

 

Prior to the execution of this transaction, the Group carried out certain transactions that gave rise 

to a loss totalling €2,080 thousand. It also impaired the assets associated with its Functional 

Ingredients Division that were not transferred, leading to a loss totalling €6,755 thousand. 

 

After the execution of the transaction, on 30 December 2009 and in compliance with the binding 

contract concluded by the parties, the Group sold 75,329 shares in Naturex, S.A., representing 

1.2% of share capital to SGD, an investment company in which the Chairman of Naturex, S.A. 

holds an interest. The amount of this transaction totalled €2 million and Natraceutical Group 

recorded a loss of €411 thousand under the heading "Gains/(losses) on the disposal of non-

current assets" in the income statement for 2009. 

 
32. Related-party transactions:  

 

The transactions carried out with related parties are set out below: 

 

Other transactions carried out by the Group with related parties that do not affect the income 

statement in 2010 and 2009, making a distinction between significant shareholders, members of 

the Board of Directors and Company executives, as well as other related parties are as follows: 

The conditions of the transactions with related parties are in line with market conditions that would 

have been applicable to transactions with third parties.                                     

 

Expenses and income 
Significant 

shareholders 

Group 
companies or 

related persons 
Other related 

parties Total 

     
Expenses:     

Financial expenses 307 76 490 873 
Receipt of services: 491 249 - 740 
Acquisition of goods 

(finished or in progress) 
- 364 - 364 

TOTAL 798 689 490 1,977 

Income:     
Financial income - 4 - 4 

Rendering of services - 258 - 258 
Dividends received - 238 - 238 

Sale of goods (finished or in 
progress) 

- 492 - 492 

TOTAL - 992 - 992 
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 Thousand euro 
 31-12-2010 

Other transactions 
Significant 

shareholders 

Directors 
and 

Executives 

 
Persons, 

Companies 
or group 

companies 

Other 
related 
parties 

 Total 
      
Financing agreements: loans - - - 11,850 11,850
 Repayment or cancellation of loans - - - 9,907 9,907
Sale of property, plant and equipment, 

intangible and other assets      
 -   21,757 21,757

 

 

 

 
 

 Thousand euro 

 31-12-2009 

Expenses and income 

Significan
t 

sharehold
ers 

Direct
ors 
and 

Execut
ives 

 
Persons

, 
Compan

ies or 
group 

compani
es 

Other 
related 
parties 

 Total 
      
Expenses:      
Financial expenses 143 - - 523 666 
R&D transfers and licence agreements - - - - - 
Receipt of services: 221 50 - 1,054 1,325 
Acquisition of goods (finished or in 

progress) 
- - - 848 848 

Measurement adjustments due to bad or 
doubtful receivables 

- -  1,310 1,310 

 364 50 - 3,735 4,149 

Revenues:      
Financial income - - - 126 126 
Rendering of services - - - 352 352 
Profit on disposal of assets - - - 431 431 
Sale of goods (finished or in progress) - - - 131 131 
 - - - 1,040 1,040 
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 Thousand euro 
 31-12-2009 

Other transactions 

Significant 
shareholder

s 

Directors 
and 

Executives 

 
Persons, 

Companies 
or group 

companies 

Other 
related 
parties 

 Total 
      
Repayment or cancellation of loans 25,500 - - 2,770 28,270
 Acquisition of property, plant and equipment 

and other assets - - - 1,037 1,037
 25,500   3,807 29,307

 
 
 

Balances with related parties at the year end 

 

 

 Thousand euro 

 2010  2009 

Accounts receivable from related parties    

- Ultimate parent company (Note 12) 1  1,679 

- Group companies (Notes 10 and 12) 290  7,379 

- Associates (Note 12) 

- Loans to associates (Note 12) 

641 

800 

 - 

Accounts payable to related parties    

- Immediate parent company (Note 19) (7,760)  (264) 

- Associates (Note 19) (253)   

- Group companies (Note 19) (2,115)  (2,986) 

- Other related parties (Note 20) (12,161)  (11,155) 

Total (20,557)  (5,347) 

 

Accounts payable to related parties derive from sales transactions and fall due 90 days after the 

selling date. Accounts receivable are not insured and do not bear any interest. 
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Accounts payable to related parties derive from acquisition transactions and fall due 90 days after 

the acquisition date. Accounts payable do not accrue any interest. 
 

33.  Events after the balance sheet date  

 

On 16 March 2011 a framework agreement was concluded by Naturex and Natraceutical to adjust 

the price of the merger of the Group's Functional Ingredients Division into Naturex, S.A., executed 

on 30 December 2009. At the date of this document the agreement was subject to the approval of 

the financing banks. 

 

On 29 April 2011 the Company satisfactorily completed the process of obtaining the waivers from 

the financial institutions granting the syndicated financing explained in Note 20, which provides 

evidence of their financial support and the Company was relieved from the obligation of complying 

with those covenants established by the syndicated financing for twelve months and the original 

maturity date of the financing was not changed. This will allow it to be classified as long-term 

borrowings in the balance sheet under Non-current liabilities. 
 

34. Auditors’ fees 
 

The fees for audit and other services rendered to the various group companies are as follows:  
 2010

 

Audit Firm 

Audit 

Services

 

Natraceutical, S.A. PricewaterhouseCoopers Auditores, SL 55

Forte Pharma Group PricewaterhouseCoopers Mónaco 37

 

 92

 

 2009

 

Audit Firm 

Audit 

Services
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Natraceutical, S.A. Deloitte, S.L. 179

Forte Pharma Group Deloitte France 180

Other Group companies  

Other auditors 107

 

 466

 

The fees charged for other services rendered by other companies using the 

PricewaterhouseCoopers Trademark in 2010 totalled €184 thousand (2009: €407 thousand for 

fees paid to companies pertaining to the former auditor's group). 

 
35. Directors’  and senior management compensation 

 

In 2010 the amount accrued by the members of the Board of Directors totalled €607 thousand 

(2009: €660 thousand) and breaks down as follows: 

 

 Thousand euro 

 2010  2009 

Salaries 496  487 

Per diems 111  173 

Total 607  660 

 

At 31 December 2010 no prepayments, pension commitments, life insurance or any other type of 

obligation existed with respect to current or former members of the Board of Directors. 

 

A senior management contract has been concluded with the Administrator that carries out 

executive duties and it establishes an indemnity in the event of dismissal consisting of one years' 

salary, notwithstanding any other indemnity that may be applicable in accordance with the law. 

At 31 December 2010 the Board of Directors consists of 5 men and 1 woman. 
 

Article 229 of the Spanish Companies Act 2010 approved by Legislative-Royal Decree 1/2010 (2 

July, requires Directors to inform the Board of Directors and, in its absence, other Directors or, in 
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the case of a Sole Administrator, the General Meeting, of any direct or indirect conflict of interest 

that could affect the Company. Any affected Director must abstain from involvement in any 

resolutions or decisions relating to any transaction concerning the conflict. 

 

Similarly, Administrators must report any direct or indirect interest they, or any party related to 

them, have in the share capital of any other company with the same, analogous or supplementary 

activity to that constituting the Group’s corporate purpose, as well as any positions or duties they 

carry out for any such other companies.  They must also report whether they carry out the same, 

analogous or supplementary activity to that constituting the Group's corporate purpose, whether 

on their own behalf or on the behalf of any other person. 

 

In this respect, we note the following information provided to the Company by Directors that 

during the year occupied positions on the Board Of Directors of the following companies: 

 
Administrator/related party Company with a similar or 

supplementary activity 
Position and activity at the company Shareholding 

François Gaydier Braes Holding Ltd. Director   

  Braes Group Ltd. Director   

  Natraceutical Industrial, S.L. 
Natural person representing the Sole 
Administrator of Natraceutical, S.A.   

  Forte Pharma Ibérica, S.L. 

Natural person representing the Sole 
Administrator of Natraceutical Industrial, 

S.L.   

  Natraceutical Canadá Inc. Director   

  Forte Pharma, S.A.M 
Natural person representing the 

Administrator of Natraceutical, S.A.   

  Forte Services S.A.M. 
Natural person representing the 

Administrator of Natraceutical, S.A.   

Xavier Adserá Gebelli Natra,S.A. Director 
5.234% 

José Luis Navarro Fabra Natra, S.A. 
Natural person representing the Director of 

BMS Promoción y Desarrollo, S.L. 6.685% 

BMS Promoción y Desarrollo, 
S.L. Natra, S.A. Director 6.68% 

Félix Revuelta Fernández Kiluva, S.A. Chairman and Managing Director 
77.03% 

  Housediet, S.L.U. Joint and Several Administrator 
77.03% 

  Kiluva Diet, S.L.U. Sole administrator 
77.03% 

  

Kiluva Portuguesa, Nutriçaö e Dietetica, 

Manager 
83.46% 
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  Naturhouse SP Zoo Director 
77.03% 

  Naturhouse SARL Chairman 
77.03% 

  Naturhouse SRL Chairman 
77.03% 

  Naturhouse Gmbh Director 
73.95% 

  Housediet Llc Chairman 
66.74% 

  Zamodiet, S.A. Director 
35.89% 

  Zamodiet de Mexico, S.A. Chairman 
55.89% 

  Zamoglas, S.A.  
18.15% 

  Gartabo, S.A. Director 
17.59% 

  Laboratorios Abad Joint and Several Administrator 
77.03% 

  Laboratorios Kelp Joint and Several Administrator 
77.03% 

  Laboratorios OLaboratorios Oxy Jeune Joint and Several Administrator 
77.03% 

  Girofibra  
37.74% 

  Nutraceutical Corp.  
4.64% 

  Corporación Casa Natura  
12.58% 

  Ichem, SP Zoo Director 
27.59% 

  Sniace, S.A. Director   

Alicia Vivanco González       

José Manuel Serra Peris Grupo Empresarial Ence, S.A. Director   

  Corporación Financiera Alba, S.A. Director   

Manuel Moreno Tarazona Natra, S.A. 

Natural person representing the 
Director/Chairman of Carafal Investment, 

S.L.  14.606% 

  Natra Cacao, S.L. CEO/Chairman   

  Torre Oria, S.L. 
Natural person representing the 
Director/Chairman of Natra, S.A.   

  Natra Zahor, S.A. 
Natural person representing the 
Director/Chairman of Natra, S.A.   

  Txocal Oñati, S.L. 

Natural person representing the 
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Director/Chairman of Natra, S.A. 

  Txocal Belgium, N.V. Director   

  Natrajacali, N.V. Director   

  Natrazahor Holding France SAS Managing Director   

  Natrazahor France SAS Managing Director   

  Les Delices D’Ellezelles NV Director   

  Natra All Crump NV Director   

  Natra Spread, S.L. Joint and Several Administrator   

  Natra Chocolates, S.L. Sole administrator   

  Natra Participaciones, S.L. Sole administrator   

  Cocoatech, S.L. 
Natural person representing the 
Director/Chairman of Natra, S.A.   

 

Senior management compensation in 2010 totalled €358 thousand (€379 thousand in 2009). 
 

36. Information on the environment 
 

At 31 December 2010 and 2009 the Group does not record under assets any significant amounts 

relating to the environment. 

 

The expenses incurred in 2010 and 2009 with respect to the protection and improvement of the 

environment, basically relating to waste management, totalled €0 and €12 thousand, respectively. 

 

The consolidated balance sheet at 31 December 2010 does not include any provision for 

environmental risks given that the Directors of the parent company understand that there are no 

contingencies in this respect.  In addition, the Group has insurance policies to cover any potential 

involuntary contingencies that could arise from any impact normal operations could have on the 

environment. 
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Natraceutical and Companies that  

form part of Natraceutical Group 

 

Consolidated Directors’ Report 
for the year ended 
31 December 2010 
 
Situation of the Group 

After the merger of the Ingredients Division into the French multinational company Naturex on 30 
December 2009, Natraceutical became the lead shareholder of Naturex, with a 33.8% stake.   

The 2010 consolidated annual accounts for Natraceutical reflect the effect of the corporate transactions 
that took place in 2009 that gave rise to the disposal of the Ingredient Division and certain intangible 
assets and property, plant and equipment associated with that division, as well as the acquisition of the 
stake in Naturex, which Natraceutical consolidates on equity basis. Naturex is listed Euronext Paris.  

As from that time, Natraceutical concentrated operating activities on the relevant of its Nutritional 
Supplement Divisions in Europe, which the company markets exclusively to pharmacies and 
parapharmacies under the brand name Forte Pharma.  

During 2010 the consumer crisis in Spain has continued to impose significant challenges in the markets in 
which Natraceutical operates, greatly inhibiting the organic growth of its industrial activity, Forté Pharma.  

To the contrary, the speed of the merger of the Company's Ingredients Division into Naturex has allowed 
the French multinational to transfer to its results the multiple synergies of the operation and obtain 
unprecedented results during the year leading its listed price to increase by 46.2%. Therefore, at the end 
of 2010  Natraceutical's shareholding in Naturex was valued at €94.6 million, compared with a total net 
financial debt of €82.98 million for Natraceutical.  

Despite the financial guarantee that the shareholding in Naturex provides Natraceutical, the decline in the 
profitability of the nutritional supplement business has led to non-compliance with certain covenants 
established in the syndicated financing agreement, which has required the company to request the 
relevant waivers after the year-end. On 29 April 2011 the lending financial institutions have exempted 
Natraceutical from these financial obligations for the coming twelve months.   

The Group's average number of employees has not substantially changed with respect to the number of 
employees at the end of 2009. However, there is a significant difference with the average number of 
employees in 2009, which has been affected, primarily, by the corporate transactions that took place in 
2009. 
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Significant events in 2010 
The 3% recovery of sales by Forte Pharma during the stagnant second half of the year was the principal 
event in 2010, compared with the 30% decline in the cumulative amount in June, together with the 46% 
increase in the value of the stake in Naturex. 

Natraceutical's net result was a loss totalling €-22.62 million compared with €44.90 million in 2009, while 
the latent capital gain on the stake in Naturex generated during the year but which has not yet materialised 
in the accounts totalled €10 million. 

After its Ingredients Division left the scope of consolidation at the start of the year, Natraceutical ended 
2010 with €38.84 million in revenues and EBITDA totalling €-6.33 million, impacted at the corporate 
services level by €0.8 million in non-recurring expenses. The net result was €-22.62 million compared with 
the €-44.90 the previous year.  

By Division, the Nutritional Supplement  Division (Forte Pharma) ended the year with sales of €38.19 
million and EBITDA totalling €-4.68 million, compared with revenues of €46.72 and EBITDA totalling €2.04 
million in 2009. 

The Ingredients activity in which Natraceutical participates through its 33.8% stake in Naturex, continues to 
take advantage of the synergies from the merger and would provide an EBITDA of €38.6 million in 2010 if 
it had been fully consolidated into Natraceutical's accounts. The consolidated accounts for Natraceutical 
Group include a profit totalling €5.03 million deriving from the equity consolidation of Naturex, which is the 
proportional part of the €14.8 million that Naturex reported as net profits in 2010 corresponding to 
Natraceutical. At the end of 2010 and after the shares in Naturex rose by 46.3%, the stake in Naturex 
accumulates a latent capital gain not reflected in the accounts totalling €10.03 million, and its value at the 
end of the year is €88.31 million. 

Evolution of the businesses by line of activity 
After the merger of the Ingredient Division into the French multinational Naturex on 30 December 2009, as 
from one January 2010 Natraceutical has concentrated its operating activity on the development of its 
Nutritional Supplement Division, which the company markets exclusively to pharmacies and 
parapharmacies under the brand name Forté Pharma. 

At the same time, Natraceutical continues to participate in the natural ingredients sector project for the 
food, pharmaceutical and cosmetics industry through the 33.8% stake that it holds in Naturex, which to 
date it has consolidated using the equity method and records the proportional part of the net profits 
obtained by the French multinational in its accounts. 

�utritional Supplement Division.- 

After the sharp decline in sales recorded by the Nutritional Supplement Division -Forté Pharma- during the 
first half of the year (-30.4% and -20.8% in the first and second quarter, respectively), the sales recorded 
by Forté Pharma have grown 3.0% during the stagnant second half of 2010.  

Been made 2009 the effects of the economic crisis on consumption gave rise to significant overstocks in 
the pharmaceutical channel with respect to nutritional supplements for weight loss, the main area of Forté 
Pharma's business. This situation affected sales for the rest of the year and significantly impacted the first 
half of 2010.  
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The cumulative figures to June show the still high concentration of sales and the French market (57%) 
and, in particular, in the wake control segment (75%), which led to a 29.6% decline in the Division's 
revenues. 

However, during the second half of the year revenues grew in international markets outside of France and 
sales rose from a 20% decline during the first half of 2010 to 4.2% growth during the stagnant second half 
of the year.  

France is the primary market for Forté Pharma. and it has also shown symptoms of recovery after the 
29.7% decline in sales during the first half of the year stopped and a 2.3% increase in sales levels was 
seen in the second half of 2009.  

The recovery of the business in international markets has allowed Natraceutical to continue to balance the 
geographic distribution of its activities, with increases in sales volumes in international markets outside of 
France totalling 33.1%, compared to 30.9% in 2009.  

 

Geographic distribution of the sales of the Nutritional Supplement Division 

 

 

 

 

 

 

 

 

 

(*) Includes countries in which Forté Pharma does not have its own offices: Switzerland, Greece, Romania, Bulgaria, 

Ukraine, Croatia, Canada, French Caribbean islands, Mauritius, Morocco, Algeria, Lebanon, Tunisia, South Africa, 

Singapore and Vietnam.  

 

The "Weight control" product range saw sales grow by 9.5% during the stagnant second half of the year, 
after a 32.8% cumulative decline to June. Despite the positive trends affecting sales in the third and fourth 
quarter of the year, the performance of the activity during the first half of the year has led the "Weight 
control" product range to end 2010 with a 26.4% decline in sales.  
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To the contrary, the "Health" product range, which the company has strongly supported this year in order 
to diversify its product portfolio, ended the year with sales growth totalling 13.8% and has allowed the 
Company to increase the weight of these products as a total percentage of sales by the Division from 
19.7% in 2009 to 27.4% at the end of 2010.  

Distribution of the Nutritional Supplement Division's sales by product line 

 

 

 

 

 

 

 

 

 

This strategic development is allowing Natraceutical to eliminate the seasonality of its sales, which have 
traditionally been very concentrated in the first half year due to the effect of the summer weight control 
campaign (exceeding 70% of volume) to move to a more balanced model. This has already had an effect 
this year and the weight of sales made during the first half of the year was reduced to 64%. 

However, the 3.0% recovery of sales during the stagnant second half of the year did not offset the results 
obtained during the first six months of the year and the Nutritional Supplement Division ended 2010 with 
revenues totalling €38.19 million, compared to €46.72 million the preceding year. 

At the operating level, despite the slight improvement in the Division's gross margins and the reduction in 
staff costs, the decline in sales together with the increase in marketing costs in the two primary markets 
(France and Belgian), the provision for outstanding receivables and the destruction of stocks did not allow 
the operating results for the Nutritional Supplement Division to be protected and it ended the year with an 
EBITDA totalling €-4.68 million compared with €2.04 million in 2009.  

Shareholding in �aturex 

After the 46.2% increase in the share price in 2010, the shareholding held by Natraceutical in Naturex 
accumulates a latent capital gain that has not been recognized in the accounts totalling €10.02 million at 
the year-end.  

In 2010 Naturex obtained unprecedented profits. Revenues at December 2010 widely exceeded targets 
and show growth totalling 21.6%, using comparable scopes, and obtained €226.3 million.     
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The three markets (Food and Drinks, Nutrition and Health and Personal Care) have contributed to this 
growth, benefiting from the sharp trend in world demand for natural and healthy products, as well as a 
regulatory revision relating to the use of artificial colours in food products. 

The success of the merger of Natraceutical's Ingredients Division has allowed the product range to be 
expanded to include solutions designed and marketed by Naturex and more broadly cover customer 
needs. This has resulted in higher visibility for the Company. 

The growth dynamic in the three geographic regions in which Naturex operates has continued at a 
sustained rate, with demand accelerating in emerging countries, particularly in Asia and Lapin America.  

The complementary nature of production centres together with the performance of the integrated sales 
network, have notably contributed to the international positioning of Naturex in 2010. 

At the year-end, the Company's EBITDA reached €38.6 million, with an EBITDA margin on sales totalling 
17%. Operating result (EBIT) totalled €27.29 million, and an operating margin totalling 12.1% was 
obtained, compared with 9% for all of 2009. This 3.1 point improvement is also above expectations.  

Net profits totalled €14.8 million, which is a record for the Group, and for Natraceutical this represents 
€5.03 million in its consolidated accounts. 

Financial structure 

At December 2010 the net financial debt recorded by Natraceutical totalled €92.96 million. Of this debt, 
€77.9 million relates to a syndicated loan with a single maturity date in 2013. 

Due to the failure to comply with certain covenants, all of the debt relating to the syndicated loan is 
recognized in the short-term.  

After the restructuring of the debt, the main assets that support Natraceutical's financial structure consist of 
the Nutritional Supplement Division's activity and the 33.8% stake in Naturex, represented by 2,168,219 
shares.  

Significant subsequent events for the Group 

In March 2011 the Group requested the relevant waivers for the failure to comply with certain covenants 
established in the syndicated financing agreement, which the financial institutions authorized on 29 April 
2011 for a period of 12 months.  

In addition, on 16 March 2011 the Group concluded a framework agreement with Naturex, S.A. to adjust 
the price of the merger transaction involving the merger of the Ingredients Division formally pertaining to 

Natraceutical into the aforementioned listed French Group. At the date of this document, the 
agreement is subject to a suspensive condition by financial institutions participating in the 
syndicated financing agreement. Once the relevant authorization is obtained the Company will 
publicly disclose the details of the agreement.  
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Expected development of the activity  

The ingredients activity, in which Natraceutical participates through its stake in Naturex showed excellent 
performance at the start of 2011, with strong sales growth during the first quarter. Revenues increased by 
24% to €64 million, compared to €51.6 million in the same period the preceding year. As a result of the 
publication of the results obtained the preceding year, in March 2011 Naturex announced its targets for 
2011, with double-digit sales growth.  

The Nutritional Supplement Division had a weaker start to the year. The revenues recorded by Forté 
Pharma declined by 18.5% during the first quarter of 2011 and France, the main market for the Division 
which represents 70% of revenues, underwent a 14.2% decline in sales. The effect of the consumer crisis 
regarding the Forté Pharma business leads the company to be prudent regarding the expected 
developments for the year and to concentrate its efforts on strictly controlling cost and driving sales 
relationships in new markets that do not require large investments in sales structures, such as the case of 
the United Kingdom, through its distribution chains.   

Main risks and uncertainties 

Natraceutical Group's activities are carried out in several countries, with different socio-economic 
environments and regulatory frameworks. There are several kinds of risks affecting the businesses and 
sectors in which the Group operates.  

In general, Natraceutical Group considers those risks that may compromise financial profitability obtained 
from its activities, the Group's financial solvency, it's corporate reputation and the integrity of its employees 
to be relevant The main types of risks that are identified and managed by the Group may be summarized 
as follows: 

• Physical risk: This involves damages that may be suffered by assets owned by, or under the control 
of, the Group. 

• Civil liability: This is the liability that may derive from personal injury, physical damage, or any direct 
damages caused to third parties in accordance with current legislation for events caused by the 
Group's activities. 

• Business loss: This is the loss deriving from the interruptions or disturbance of the activity by, or as a 
result of, physical damage, extraordinary or catastrophic risks or any attributable to suppliers. 

• Financial risk: This is the risk caused by a change in exchange rates or interest rates, or generated by 
credit risk that affects the Company's liquidity.  

• Regulatory risk. 

Research and development activities 

The Group continues to carry out research, development and innovation activities to obtain differentiating 
products that are in line with the strategy underlying the Group's origins. 

Use of financial instruments by �atraceutical Group 

As a result of the development of its activity and operations, Natraceutical Group mainly incurs interest rate 
risk. Accordingly, the Financial Risk Committee at Natraceutical Group identifies, evaluates and manages 
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interest rate risks associated with the transactions carried out by all of the companies forming part of the 
Group. 

Natraceutical Group and its individual companies are mainly exposed to interest rate risk  deriving from 
financing denominated in euro at a variable interest rate (due to the potential change in cash flows 
associated with the payment of interest on borrowings in the event of changes in the levels of interest 
rates). 

Natra Group manages the two types of risks indicated and others which may arise by obtaining hedges 
through derivative financial instruments in order to minimize or stop the impact of potential changes in the 
price of commodities, interest rates and exchange-rates. 

Operations with Related Parties 

Transactions between related parties are described in Note 32 of the accompanying consolidated annual 
accounts.  

Acquisition of treasury shares by the parent company 

In 2009, Natraceutical S.A. acquired a total of 22,009 treasury shares, which gave rise to a cash 
expenditure totalling €7 thousand.  

The Parent Company has 4.3 1 million treasury shares with an average cost of €1.14  per share. 

No subsidiary holds shares in the parent company. The treasury shares held are owned by the Group's 
parent company, Natraceutical, S.A.  

Additional disclosure required under article 116 bis of the Securities Market Law 

In accordance with the provisions of Article 116 bis of Law 24/1988 (28 July) on the Securities 

Market, introduced by Law 6/2007 (12 April), the following information is hereby disclosed: 

a) The capital structure, including securities traded on a Community regulated market, 
indicating, where appropriate, the different classes of shares and for each class of shares, the 

rights and obligations granted and percentage of capital represented. 

At 31 December 2010 the share capital of Natraceutical, S.A. consists of 328,713,946 fully 

subscribed and paid ordinary shares with a par value of €0.10 each. 

b) Restriction on the transfer of shares 

There are no statutory restrictions on the transfer of the stock representing capital. 

c) Significant direct and indirect  holdings in  capital 

Shareholders that own significant direct or indirect stakes in the share capital of 

Natraceutical, S.A. exceeding 3% of share capital, and of which the Parent Company is 

aware, in accordance with the information in the official records kept by the National 

Stock Market Commission at 31 December 2010, are as follows: 
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Name of the shareholder % of capital 

  

Natra, S.A. 46.86% 

Félix Revuelta Fernández 7.54% 

Inversiones Ibersuizas, S.A. 5.00% 

Bilbao Bizcaia Kutxa 4.59% 

Carafal Investments, S.L.U. 3.74% 

Hispánica de Calderería,S.A.L. 3.03% 

 

d) Restrictions on voting rights 

There are no restrictions to voting rights. 

e) Shareholder agreements 

Natraceutical S.A. as a shareholder agreement with BMS Promoción y Desarrollo, S.L. and 

Lafuente Group. 

The shareholder agreement with BMS Promoción y Desarrollo, S.L. involves 0.749% of 

share capital, whereas the agreement with Lafuente Group affects 0.17% of share capital.  

f) Rules applicable to the appointment and replacement of the members of the administrative 
body and the amendment of the Parent Company's bylaws 

Procedure for appointing, re-electing and removing Directors. 
The Board of Directors is governed by the operating rules established in general by the 

Spanish Companies Act for such bodies, by the Bylaws and the regulations regarding its 

operation established by the Board of Directors' Regulations that are available at the website 

www.natraceuticalgroup.com, under the section "General information for shareholders". 

This website also includes the full text of the Bylaws. 

The Board Regulations govern situations of conflict of interest, the use of company assets, 

the use of non--public information, the use of insider business information to the benefit of 

Directors and transactions with Directors or significant shareholders.  

Procedure for the resignation of Directors 
Directors hold their positions at the pleasure of the Board of Directors and, if deemed 

appropriate, must present their resignations in the following cases: 

- When they cease to hold the executive positions to which their appointment as a 

Director is associated. 

- When they are involved in a legal conflict of interest. 

- When they receive any serious reprimand from the Audit and Compliance 

Committee due to any failure to comply with the obligations falling to Directors. 
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- When their remaining on the Board may jeopardise the Company’s interests or 

when the reasons for which they were appointed no longer exist. 

- When they are tried for an alleged offence or are subject to disciplinary proceedings 

owing to a serious or very serious infringement of legislation, instigated by the 

supervisory authorities. 

Amendment of the Bylaws 
The General Meeting of Shareholders, duly called and brought order, is the supreme 

governing body at the Company and, therefore, is authorized to adopt any resolution falling 

within its authority, in accordance with the Law and these Bylaws. 

g) Powers of board members and in particular the power to issue or buy back shares  

Shareholders at the General Meeting held on 25 June 2010 adopted a Resolution to 

authorize the Board of Directors to acquire treasury shares in the parent company, either 

directly or through investee companies, up to the limit and with the requirements 

established Spanish Companies Act. 

h) Significant Resolutions that would be amended or terminated in the event of any change in 
control 

There are no significant Resolutions that would be amended or terminated in the event of 

any change in control 

i) Agreement between the Parent Company, Directors, executives or employees that give rise 

to indemnity in the event of the termination of the relationship with the Parent Company as 

a result of a public offer of acquisition. 

There are no agreement between the Company and Directors, executives or employees that 

establish any indemnity upon termination of relationships with the Company in addition to 

those described in the accompanying consolidated annual accounts. 
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FOR LISTED COMPANIES 

ISSUER INFORMATION 

YEAR ENDED: 31/12/2010 

Tax Identification Number: A-96184882 

Corporate name: NATRACEUTICAL, S.A. 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

1 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

MODEL FOR ANNUAL CORPORATE GOVERNANCE REPORT FOR LISTED 

COMPANIES 

For better understanding and further elaboration of the model, it is necessary to read the instructions at the end of this report. 

A – OWNERSHIP STRUCTURE 

A.1 Complete the following table regarding the company’s share capital: 

 

Last modification date Share capital (euros) Number of shares Number of voting rights 

27/10/2006 32,871,395,00 328,713,946 328,713,946 

If there are different types of shares, please list them below: 

�O 

A.2 List the direct and indirect holders significant shares in the company at the end of the year, excluding members of its 

Board of Directors: 

 

Name or corporate name of shareholder Number of voting 

rights held directly 
Number of voting 

rights held 

indirectly (*) 

% of total voting 

rights 

INVERSIONES IBERSUIZAS, S.A. 16,435,897 0 5.000 

BILBAO BIZKAIA KUTXA 15,080,318 0 4.588 

CARAFAL INVESTMENTS SLU 12,279,834 0 3.736 

HISPÁNICA DE CALDERERÍA, S.A.L. 9,947,366 0 3.026 
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Indicate the most significant movements in the ownership structure during the year: 

 

Name or corporate name of shareholder Date of 

operation 

Operation description 

HISPÁNICA DE CALDERERÍA, S.A.L. 28/09/2010 3% of the share capital has been exceeded 

A.3 Complete the following tables on voting rights held by members of the Board of Directors: 

 

Name or corporate name of director Number of voting 

rights held directly 
Number of voting 

rights held indirectly 

(*) 

% of total voting 

rights 

MR JAVIER ADSERA GEBELLI 427 244 0.000 

BMS PROMOCIÓN Y DESARROLLO, S.L. 2,460,000 559,374 0.919 

MR FELIX REVUELTA FERNANDEZ 80,000 24,711,011 7.542 

NATRA, S.A. 154,034,791 0 46.860 

 

Name or corporate name of the 

indirect shareholder 
Through: Name or corporate name of 

direct shareholder 
Number of voting rights 

held directly 
% of total voting rights 

MR JAVIER ADSERA GEBELLI MR JOSEP ADSERA MARTINEZ 244 0.000 

MR FELIX REVUELTA 

FERNANDEZ 

FINVERKI S.L. 7,662,588 2.331 

MR FELIX REVUELTA 

FERNANDEZ 

KILUVA S.A. 7,600,000 2.312 

MR FELIX REVUELTA 

FERNANDEZ 

HOUSEDIET S.L.U. 5,719,423 1.740 

MR FELIX REVUELTA 

FERNANDEZ 

KILUVA PORTUGUESA 1,979,000 0.602 

MR FELIX REVUELTA 

FERNANDEZ 

KILUVA DIET S.L. 1,750,000 0.532 

BMS PROMOCION Y DESARROLLO, 
S.L. 

GRUPO LAFUENTE 559,374 0.170 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

3 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

% of total voting rights held by the Board of Directors 55.320 

 

Complete the following tables on members of the Company Board of Directors, who hold rights over the company shares: 

A.4 Where applicable indicate any family, commercial, contractual or corporate relationship between owners of significant 

shareholdings as they become known to the company, unless they are insignificant or derive from ordinary trading or 

exchange activities: 

A.5 Where applicable indicate any commercial, contractual or corporate relationships between owners of significant 

shareholdings as they become known to the company, unless they are insignificant or derive from ordinary trading or 

exchange activities: 

A.6 Indicate whether the company knows the existence of concerted actions that may affect its activities, in accordance with 

the provisions of article 112 of the Securities Market Law. When applicable, briefly describe these actions and indicate the 

shareholders bound by the pact: 

NO 

Indicate whether the company knows the existence of concerted actions among company shareholders. Where 

appropriate, describe briefly: 

YES 

% of share capital affected: 

0.919 

Brief description of agreement: 

The owner of the concerted action is BMS Promoción y Desarrollo, S.L. and Grupo Lafuente. 

Intervening parties of the shareholders’ agreement 

GRUPO LAFUENTE 
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BMS PROMOCIÓN Y DESARROLLO, S.L. 

Expressly indicate any amendment to, termination of such agreements or concerted actions during the year: 

There were no modifications in the company’s concerted actions during the year 2010, although the % affected was 

reduced from 2.552% to 0.919%. 

A.7 Indicate whether any person or company exercises control or may exercise control over the company 
under the terms set forth in article 4 of the Securities’ Market Law. If so, identify: 

YES 

Name or corporate name 

NATRA, S.A. 

Remarks 

At December 31, 2010, Natra SA owns 46.86% of the shares of Natraceutical, SA. 

A.8 Complete the following tables about the company’s treasury stock: 

At year end: 

 

Number of shares held directly Number of shares held indirectly (*) % of total share capital 

4,305,676 0 1.309 

(*) Through: 

 

Total 0 

List any significant changes as per Royal Decree 1362/2007, during the year: 
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Gain/(loss) on sale of treasury stock in the period (thousand euros) 0 

A.9 Detail the conditions and the time frame of the Shareholders’ Meeting current mandate to the Board of Directors for the 

acquisition or transfer of company shares. 

In the General Shareholders’ Meeting held on 18 June 2009, the Board of Directors was authorised to purchase the 

company’s treasury stock, either directly or through invested companies, with the limits and requirements established in 

the Public Limited Companies Law. This mandate leaves with no effect that of 19 June 2008. 

A.10 Indicate any restrictions under law or the company’s bylaws on exercising voting rights and any legal restrictions on the 

acquisition and/or transfer in the share capital. Indicate any legal restrictions on voting rights: 

NO 

 

Maximum percentage of legal restrictions on voting rights a shareholder can 
exercise. 

0 

Indicate any restrictions included in company’s bylaws on exercising voting rights: 

YES 

 

Maximum percentage of voting rights that a share holder can exercise in 
accordance with statutory restrictions 

0.00 

 

 

 

Description of the restrictions under law or the company’s bylaws on exercising voting rights 

In article 17 of the company’s Bylaws, it is established that the holders of at least two hundred and fifty shares 
represented by the book entry of shares in the corresponding register five days prior to the Board Meeting, which will 
be accredited by the provision of the corresponding certificates, have to right to attend the General Board Meetings. 

Indicate if there are any legal restrictions on the acquisition or transfer of share capital: 

NO 
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A.11 Indicate if neutralisation measures in the event of a takeover bid were agreed upon at the General Shareholder's 

Meeting pursuant to Law 6/2007. 

NO 
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If so, explain the measures approved and the terms under which the inefficiency of restrictions would occur: 

B - STRUCTURE OF THE CORPORATE ADMINISTRATION 

B.1 Board of Directors 

B.1.1 List the maximum and minimum number of directorships stipulated in the Bylaws: 

 

Maximum number of directors 15 

Minimum number of directors 5 

B.1.2 Complete the following table with the Board members’ details: 

 

Name or corporate 

name of director 

Representative Position on 

the board 

Date of 
First 
Appointme
nt 

Date of 
Last 
Appointmen
t 

Election 

procedure 

MR JAVIER ADSERA 

GEBELLI 

-- CHAIRMAN 29/06/2005 29/06/2005 VOTE IN 

SHAREHOLDE

RS’ MEETING 

MR FRANÇOIS GAYDIER - CHIEF 

EXECUTIVE 

19/06/2008 19/06/2008 VOTE IN 

SHAREHOLDE

RS’ MEETING 

BMS PROMOCIÓN Y 
DESARROLLO, S.L. 

JOSÉ LUIS 

NAVARRO FABRA 

DIRECTOR 10/09/2002 25/06/2007 VOTE IN 

SHAREHOLDE

RS’ MEETING 

MR FELIX REVUELTA 

FERNANDEZ 

- DIRECTOR 21/02/2008 21/02/2008 CO-OPTION 

MR JOSE MANUEL 

SERRA PERIS 

- DIRECTOR 20/06/2003 19/06/2008 VOTE IN 

SHAREHOLDE

RS’ MEETING 

NATRA, S.A. MANUEL MORENO 
TARAZONA 

DIRECTOR 28/06/2004 28/06/2004 VOTE IN 

SHAREHOLDE

RS’ MEETING 
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Total number of directors 

Indicate any directors leaving the Board during the period: 

 

Name or corporate name of director Status of director at the time of 

termination 

Termination date 

MR JUAN IGNACIO EGAÑA AZURMENDI PROPRIETARY 29/06/2010 

MS ALICIA VIVANCO GONZALEZ PROPRIETARY 23/12/2010 

B.1.3 Complete the following tables on Board members and their directorships: 

EXECUTIVE DIRECTORS 

 

Name or corporate name of director Committee proposing 

the appointment 

Post held in the company 

MR JAVIER ADSERA GEBELLI APPONTMENTS AND 

REMUNERATION 

COMMITTEE 

CHAIRMAN 

MR FRANÇOIS GAYDIER APPONTMENTS AND 

REMUNERATION 

COMMITTEE 

CHIEF EXECUTIVE 

 

Total number of Executive Directors 2 

% of total board 33.333 

EXTERNAL PROPRIETARY DIRECTORS 

 

Name or corporate name of 

director 
Committee proposing the 

appointment 
Name or corporate name of significant 

shareholder represented or proposing the 

appointment 
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BMS PROMOCIÓN Y DESARROLLO, S.L. BOARD OF DIRECTORS OF THE 
COMPANY 

BMS PROMOCIÓN Y DESARROLLO, S.L. 

S.L. 
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Name or corporate name of 

director 
Committee proposing the 

appointment 
Name or corporate name of significant 

shareholder represented or proposing the 

appointment 

MR FELIX REVUELTA FERNANDEZ APPOINTMENT AND REMUNERATION 

COMMITTEE 

MR FELIX REVUELTA FERNANDEZ 

NATRA, S.A. BOARD OF DIRECTORS OF THE 
COMPANY 

NATRA, S.A. 

 

Total number of Proprietary Directors 3 

% of total board 50.000 

 

INDEPENDENT EXTERNAL DIRECTORS 

Name or corporate name of director 

MR JOSE MANUEL SERRA PERIS 

Profile 

State Lawyer. Not a related-party of the management team and significant shareholders. 

 

Total number of Independent Directors 1 

% of total board 16,667 

  

OTHER EXTERNAL DIRECTORS 

Indicate why this director cannot be considered proprietary or independent and their links, either with the company, its directors or 
shareholders. 

List any changes in the classification of each director which have occurred during the period: 
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B.1.4 Explain, if appropriate, the reasons why they have been appointed proprietary directors by shareholders whose stakes 

are less then 5% of the share capital. 

Indicate any rejection of a formal request for a board place form shareholders whose equity stake is equal to or greater 

than that of others applying successfully for a proprietary directorship. If so, explain why these requests have been 

rejected. 
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NO 

B.1.5 Indicate if any directors have given up their place before their tenure expires, through resignation or otherwise and 

state their reasons and by what channel. If this was made in writing to the Board, explain the reasons given: 

YES

Name of director 

Ms ALICIA GONZALEZ VIVANCO  

Cause for termination 

Ms Alicia Vivanco Gonzalez resigned by means of a letter dated 23 December 2010 and sent to the Chairman of Board of 

Directors for professional reasons that prevent her from simultaneously maintaining the post and attending to her other 

obligations. 

B.1.6 Indicate, where applicable, any powers delegated to chief executives: 

Name or corporate name of Director 

FRANCOIS GAYDIER 

Brief description 

1. The appointment and distribution of all staff, as well as the hiring, payment and obligatory social security and work 

accident insurance cancellation and leave. 

2. Administrate, rule and govern all issues and negotiations included in the corporate business and corporate assets in this 

regard, collect rents, debts, products, earnings, pensions, request, liquidate and charge accounts, giving receipts, salaries 

and termination settlements, give or receive rural or urban properties of or for the company as a lease or sharecropping, with 

the agreements deemed appropriate, terminate or cancel such contracts, evict sharecropping farmers, settlers, tenants, 

leasers, hold-over tenants and any other type of occupants; sign invoices, data, guides and legal statements, accept and 

settle accounts, and to provide corporate funds for investment and placement. 

B.1.7 List any Board members holding senior management or directorships in other companies belonging to the listed company's group: 

 

Name or corporate name of Director Corporate name of the group entity Post 

MR JAVIER ADSERA GEBELLI NATRA. S.A. MEMBER OF THE 
BOARD OF 
DIRECTORS OF 
THE COMPANY 

MR FRANÇOIS GAYDIER BRAES GROUP LTD MEMBER OF THE 

BOARD OF 

DIRECTORS OF 

THE COMPANY 
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MR FRANÇOIS GAYDIER BRAES HOLDINGS LTD. MEMBER OF THE 

BOARD OF 

DIRECTORS OF 

THE COMPANY 

MR FRANÇOIS GAYDIER FORTE PHARMA IBERICA. S.L. INDIVIDUAL 
REPRESENTATIVE 
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Name or corporate name of Director Corporate name of the group entity Post 

  OF THE SOLE 

ADMINISTRATOR OF 

NATRACEUTICAL 

INDUSTRIAL S.L.U. 

MR FRANÇOIS GAYDIER LABORATOIRES FORTE PHARMA SAM INDIVIDUAL 

REPRESENTATIVE 

OF THE 

ADMINISTRATOR 

MR FRANÇOIS GAYDIER NATRACEUTICAL INDUSTRIAL S.L.U. INDIVIDUAL 

REPRESENTATIVE 

OF THE 

ADMINISTRATOR 

MR FRANÇOIS GAYDIER FORTE SERVICES SAM INDIVIDUAL 

REPRESENTATIVE 

OF THE 

ADMINISTRATOR 

MR FRANÇOIS GAYDIER NATRACEUTICAL CANADA INC MEMBER OF THE 

BOARD OF 

DIRECTORS OF THE 

COMPANY 

BMS PROMOCIÓN Y DESARROLLO, S.L. NATRA. S.A. MEMBER OF THE 

BOARD OF 

DIRECTORS OF THE 

COMPANY 

NATRA, S.A. COCOATECH S.L. CHAIRMAN OF THE 

BOARD OF 

DIRECTORS 

NATRA, S.A. HABITAT NATRA SA SOLE 

ADMINISTRATOR 

NATRA, S.A. NATRA ALLCRUMP MEMBER OF THE 

BOARD OF 

DIRECTORS OF THE 

COMPANY 

NATRA, S.A. NATRAZAHOR. S.A. MEMBER OF THE 

BOARD OF 

DIRECTORS OF THE 

COMPANY 

NATRA, S.A. TORRE ORIA S.L. MEMBER OF THE 

BOARD OF 

DIRECTORS OF THE 

COMPANY 
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NATRA, S.A. TXOCAL OÑATI. S.L. CHAIRMAN OF THE 

BOARD OF 

DIRECTORS OF THE 

COMPANY 
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B.1.8 List all board members who are also members of the board of directors of other companies listed on official securities 

markets in Spain, other than your own group, that have been reported to the company: 

 

Name or corporate name of Director Corporate name of the listed entity Post 

MR FELIX REVUELTA FERNANDEZ SNIACE SA DIRECTOR 

MR JOSE MANUEL SERRA PERIS GRUPO EMPRESARIAL ENCE, S.A. DIRECTOR 

MR JOSE MANUEL SERRA PERIS CORPORACION FINANCIERA ALBA SA DIRECTOR 

B.1.9 Indicate and explain if the company has established rules about the number of directorships their board members can 

hold: 

NO 

B.1.10 Regarding recommendation 8 of the Unified Code, indicate the company's general policies and strategies which the 

Board in full should reserve the right to approve: 

Investment and financing policy YES 

 

Design of the structure of the corporate group YES 

 

Corporate governance policy YES 

 

Corporate social responsibility policy YES 

 

The strategic or business plan, management targets and annual budgets YES 

 

Remuneration and evaluation of senior officers YES 

 

The risk management and control policy, periodic monitoring of the internal information and control 

systems 

YES 

 

Dividend policy, as well as the policies and limits applying to treasury stock YES 

B.1.11 Complete the following tables indicating the aggregate remuneration paid to directors during the year: 
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a) For directors of the company subject to this report: 
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Concept Thousands of Euros 

 
Fixed remuneration 496 

Variable remuneration 0 

Per diems 111 

Statutory compensation 0 

Options on shares and/or other financial instruments 0 

Other 0 

Total 607 

 

Other benefits Thousands of Euros 

Advances 0 

Loans 0 

Funds and Pension Plans: Contributions 0 

Funds and Pension Plans: Obligations 0 

Life insurance premiums 0 

Guarantees issued by the company in favour of directors 0 

b) For directors belonging to other boards of directors and/or holding senior management posts in group 

companies: 

 

Concept Thousands of Euros 

Fixed remuneration 0 

Variable remuneration 0 

Per diems 0 

Statutory compensation 0 
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Options on shares and/or other financial instruments 0 

Other 0 
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Total 

 

Other benefits Thousands of Euros 

Advances 0 

Loans 0 

Funds and Pension Plans: Contributions 0 

Funds and Pension Plans: Obligations 0 

Life insurance premiums 0 

Guarantees issued by the company in favour of directors 0 

c) Total remuneration by type of directorship: 

 

Type Company  Group  

Executive  496  0 

Proprietary  41  0 

Independent  70  0 

Other External Directors  0  0 

     
Total  607  0 

d) Remuneration as a percentage of parent company attributable profit 

Total remuneration received by directors (in thousands of euros) 607 

Total remuneration received by directors/parent company attributable profit (%) -2,3 

B.1.12 List senior management members who are not executive directors and indicate the total remuneration accruing to 

them during the year: 
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Name or corporate name Post 
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Name or corporate name Post 

MR JULIEN LAPORTE DIRECTOR OF NUTRITIONAL 

SUPPLEMENTS DIVISION 

 

Total remuneration received by senior directors (in thousands of Euros) 358 

 

 

B.1.13 Identify in aggregate terms any guarantee or protective clauses benefiting senior management (including executive 
directors) of the company or its group. Indicate whether these clauses have to be reported to and/or authorised by the 
governing bodies of the company or its group: 

 

Number of beneficiaries 1 

 

 Board of Directors General Shareholders 
Meeting 

Body authorising clauses YES NO 

 

Is the General Shareholders’ Meeting informed of these clauses? YES 

 

 

B.1.14 Indicate the procedures for establishing board members’ remuneration and any relevant clauses in the Bylaws 
regarding this payment. 

Procedures for establishing board members’ remuneration and any relevant clauses in the Bylaws regarding this 
payment. 

 

REMUNERATION OF DIRECTOR 

 

The Director will have the right to obtain the remuneration established by the Board of Directors pursuant to 

the provisions of the Bylaws. The Board or Administration will procure that the Director's remuneration is in 

accordance with the earnings of companies of a similar size and activity in the market. The remuneration of 

Directors will be fully transparent, and the remuneration policy of the Directors is to figure in the annual report 

for this purpose. 

Remuneration for being a member of the Board of Administration will be compatible with the other professional 

or labour earnings that correspond to the Director for any other management or advisory duties that, if 

applicable, s/he may perform in the Company. 
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REMUNERATION OF INDEPENDENT DIRECTOR 

 

The Board of Directors will adopt all measures available to ensure that the remuneration of independent 

Directors offers incentives for their dedication without compromising their independence. 

In addition, article 32 of the Bylaws contains all provisions with regard to the remuneration of the Board of 

Administration and it states that: The members of the Board of Administration, will receive compensation per 

diem when they attend Board sessions which will cover any expenses required and which will be established 

by the Board itself. Notwithstanding the aforementioned compensation, the Directors will receive fixed, regular 

remuneration for performing their duties 
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Procedures for establishing board members’ remuneration and any relevant clauses in the Bylaws regarding this 
payment. 

 

and as remuneration, which will be established by the General Board Meeting and which will vary on an 

annual basis according to the Consumer Price Index, until the amount is modified by the General Board 

Meeting upon a new agreement. Through an agreement made for this purpose, the Board of Directors will 

distribute the aforementioned remuneration among its members in accordance with the criteria, method and 

amount that it establishes. Both the aforementioned remuneration and the compensation per diem will be 

compatible and independent of remuneration that the Directors may receive for performing any other 

management duty within the company. 

Indicate if the Board acting in full has approved the following decisions. 

 

On the proposal of the company's chief executive, the appointment and 
removal of senior officers, and their compensation clauses. 

YES 

Directors' remuneration and, in the case of executive directors, the additional 
consideration for their management duties and other contract conditions. 

YES 

B.1.15 Indicate whether the Board of Directors approves a detailed remuneration policy and specify the points included: 

YES 

 

The amount of the fixed components, itemised where necessary, of board and board committee attendance 
fees, with an estimate of the fixed annual payment they give rise to. 

YES 

Variable components YES 

The main characteristics of pension systems with an estimate of their amount or annual equivalent cost. NO 

The conditions to apply to the contracts of executive directors exercising senior management functions YES 

B.1.16 Indicate whether the Board submits a report on the directors’ remuneration policy to the advisory vote of the General 

Shareholders' Meeting, as a separate point on the agenda. Explain the most points regarding the remuneration policy as 

approved by the Board for forthcoming years, the most significant changes in remuneration policy made this year and a 

global summary of how the policy was applied over the period in question. Provide details on the role of the Remuneration 

Committee along with the identity of any external advisors engaged: 

NO 
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Has an external advisor been engaged?  

Identity of External Advisors 
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B.1.17 Indicate the identity of any board members who sit on board(s) of directors or hold senior management posts in 

companies having significant shareholdings in the listed company and/or its group companies: 

 

Name or corporate name of director Corporate name of significant shareholder Post 

MR JAVIER ADSERA GEBELLI NATRA, S.A. MEMBER OF THE 
BOARD OF 
DIRECTORS 

BMS PROMOCIÓN Y DESARROLLO, S.L. NATRA, S.A. MEMBER OF THE 

BOARD OF 

DIRECTORS 

List, if appropriate, any relevant relations other than those indicated in the section above that link members of the board of 

directors with significant shareholders and/or their group companies: 

Name or corporate name of related-party director 

JAVIER ADSERA GEBELLI  

Name or corporate name of related-party significant shareholder 

NATRA, S.A.  

Description of the relationship 

BOARD MEMBER HAS A PARTICIPATION OF OVER 5% IN NATRA S.A. THROUGH TAMAXAGE XXI S.L. 

Name or corporate name of related-party director 

BMS PROMOCIÓN Y DESARROLLO, S.L.  

Name or corporate name of related-party significant shareholder 

NATRA, S.A.  

Description of the relationship 

BOARD MEMBER HAS A PARTICIPATION OF OVER 5% IN NATRA S.A. 

B.1.18 Indicate any changes made to board regulations during the year: 

NO 
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B.1.19 Indicate the procedures for the appointment, re-election, assessment and removal of directors. List the competent 

bodies, the steps to be followed and the criteria to be applied in each procedure. 

The directors will be appointed by the General Shareholders’ Meeting or by the Board of Directors, in accordance with the 
provisions contained in the Public Limited Companies Law. 

The Directors will exercise their post for a maximum period of five years after which they may be re-elected for the same 
duration or less. 
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Proposals to appoint directors which the Board of Directors submits to the General Shareholders’ Meeting for consideration 

and the appointment decisions made by this body by the method of co-option that it has attributed should comply with the 

provisions of the Regulations of the Board of Directors, which is published in the website www.natraceuticalgroup.com, in 

the section Legal Information for the shareholder – Corporate Governance, and which are to be approved by the Board of 

Directors. 

Director re-elections shall be agreed at the General Shareholders’ Meeting at the proposal of the Board of Directors. When 

directors are re-elected, it must be borne in mind whether they still possess the characteristics for which they were first 

appointed and the efficiency with which they have carried out their duties. 

The method to evaluate Directors has not been formally established in the Regulations of the Board of Directors, even 

when this evaluation is carried out informally. 

Directors should step down when their appointment term has terminated and when the General Shareholders’ Meeting or 

Board of Directors decide the same, in use of their powers attributed legally or according to the Bylaws. 

B.1.20 Indicate the circumstances under which directors would be obliged to resign. 

Directors should make their position available to the Board of Directors and formalise their resignation in the following 

cases if the Board deems it appropriate: 

a) When they cease to occupy the executive positions associated with their appointment as directors. 

b) When they are involved in any of the situations of incompatibility or legal prohibition established in law. 

c) When they are seriously reprimanded by the Audit and Compliance Committee for violating their obligations as 

directors. 

. 

d) When the interests of the company may be at risk if they stay on the Board or when the purposes for which they were 

appointed have terminated. 

e) When they have been prosecuted or charged in connection with criminal proceedings or have had disciplinary actions 

for a serious or very serious offence instructed by the supervisory authorities. 

B.1.21 Explain whether the duties of chief executive officer fall upon the Chairman of the Board. If so, indicate the measures 

taken to limit the risk of powers accumulating in a single person: 

YES 

Measures to limit risks 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

On 1 March 2007, the Chairman of the Board was appointed chief executive officer of the company. 

The Chairman of the Board, as a member of the same and as indicated in article 19 of the Regulations of the Board of Directors, has a series 

of obligations in order to avoid conflict of interest. These obligations are the following: 

a) The Director will abstain from intervening in deliberations that affect issues in which s/he is directly or indirectly an interested party. 
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Measures to limit risks 

b) The Director is considered to have personal interest when the issue affects a member of his/her family or a company in which s/he 

has a management post or a significant participation in its share capital. 

c) The Director may not make commercial transactions with the Company or any of the companies which are part of the group without 

the previous agreement of the Board of Directors. 

Nevertheless, on the date of the preparation of this report, Mr Adserá has resigned from his post and thus this section is no longer 

applicable. 

Indicate and explain if an independent director is empowered to request the calling of board meetings or the inclusion of 

new business on the agenda; coordinate and give voice to the concerns of external directors; and lead the board’s 

evaluation of the Chairman. 

NO 

B.1.22 Are qualified majorities, other than those established by law, required for certain decisions? 

NO 

Describe how resolutions are adopted by the Board of Directors and specify, at least, the minimum attendance quorum 

and the type of majority for adopting resolutions: 

Description: 

RESOLUTIONS IN GENERAL 

 

Quorum % 

PERSONAL ASSISTANCE OR REPRESENTATION OF HALF OF THE DIRECTORS PLUS ONE 50.01 

 

Type of majority % 

MAJORITY OF THE DIRECTORS MEET IN EACH SESSION AND IN THE EVENT OF A TIE, THE CHAIRMAN HAS THE 

CASTING VOTE 

50.01 

 

B.1.23 Explain if there are any requirements, other than those for Directors, for being appointed Chairman. 

NO 
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B.1.24 Indicate whether the chairman has the casting vote: 
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YES 

Subjects for which a casting vote is required 

In the event of a tie. 

B.1.25 Indicate whether the Bylaws or the Board of Directors Regulations establish an age limit for Directors: 

NO 

 

Age limit for Chairman Age limit for CEO Age limit for Directors 

0 0 0 

B.1.26 Indicate whether the Bylaws or the Board of Directors Regulations establish a limit on the term of office held by 

independent Directors: 

NO 

 

Maximum number of years in office 0 

B.1.27 When women directors are few or non existent, state the reasons for this situation and the measures taken to correct 

it. 

 

State the reasons and measures taken 

A year-end, there are no female directors on the Board following the resignation of the Alicia Vivanco 
on 23/12/2010. However, on 18/02/2011 the Board of Directors appointed M Teresa Jiménez Lozano 
as a replacement for Alicia Vivanco.  

Both the Board of Directors and the Appointment and Remuneration Committee are increasing their 
efforts to ensure gender parity. 

In particular, indicate whether the Appointment and Remunerations Committee has established a procedure of filling board 

vacancies which has no implicit bias against women candidates: 
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YES 

Indicate the main procedures 

From article 26 of the Bylaws, which defines the requirements to be met for a Director of the 

Company, no requirement is deduced that may be considered as implicit bias. Nevertheless, the 

Company will do its best to try to look for candidates that suit the profile sought when filling future 

board vacancies. 
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B.1.28 Indicate whether there are any formal processes for proxy voting on the Board of Directors. If so, list briefly: 

Representation by another Director, in writing and only valid for one notification to a Board meeting. 

B.1.29 Indicate the number of sessions held by the Board of Directors during the year. Likewise, indicate the number of times, if 

any, the Board has met in the absence of its Chairman: 

Number of Board meetings 10 

Number of Board meetings held in the absence of the Chairman 0 

 

Indicate the number of Board Committee meetings held during the year: 

Number of Executive or Delegate committee meetings 0 

Number of Audit committee meetings 

6 

Number of Appointments and Remuneration committee meetings 

0 

Number of Appointment committee meetings 

0 

Number of Remunerations committee meetings 

0 

B.1.30 Indicate the number of sessions held by the Board of Directors during the year without all its members present. Non-

attendance shall also include proxies without specific instructions given: 

 

Number of non-attendances in the year 6 

% of non-attendances of the total votes deposited during the year 8.570 

  

B.1.31 Indicate whether the individual and consolidated accounts are certified prior to their presentation to the Board of 

Directors: 
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NO 

Identify, if appropriate, the person(s) certifying the individual and consolidated accounts for their formulation by the Board: 
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B.1.32 Explain, where applicable, the mechanisms established by the Board of Directors to avoid individual and consolidated 
accounts formulated by the Board being presented in the General Meeting with reservations in the audit report. 

The Board of Directors will establish an objective, professional and ongoing 

relationship with the Company’s External Auditor appointed by the General 

Shareholders’ Meeting, guaranteeing the independence of and providing the 

External Auditor with all of the information necessary for implementing audit 

functions. 

The Board of Directors should seek to present the annual accounts to the General Shareholders' Meeting without reservations or 

qualifications in the audit report. 

During 2008, the Board of Directors was supported by the Audit Committee which, although not considered a company administrative body, 

is considered an instrument at the service of the Board of Directors. 

The Audit Committee should: 

. Propose the appointment, terms and conditions of the engagement, and when applicable, reappointment, or extension of the Accounts 
Auditor. 

. Supervise the internal audit procedures periodically, and that the supervision 

systems are appropriate. 

. Review the external auditing processes and conclusions with the external auditor. 

. Supervise that the generally accepted accounting principles are applied. 

The Audit Committee does not have its own regulations at this time and its 

operations are ruled by the provisions of the Regulations of the Board of Directors 

and the Bylaws. 

B.1.33 Is the Secretary of the Board also a Director? 

NO 

B.1.34 Explain the procedures for appointing and removing the Secretary of the Board and indicate whether the 

Appointments and Remuneration Committee notified his appointment and removal and if these were approved by a board 

meeting in full. 

Appointment/removal procedure 

In accordance with article 27 of the Company’s Bylaws, the Board will elect a Chairman from among its members. 

It will also elect a Secretary, who need not be a Director, in which case the Secretary will not have a Board vote. 

The Chairman and Secretary who are re-elected as members of the Board by the Shareholders’ Meeting will continue 
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Appointment/removal procedure 

to fulfil the posts that they held previously in the Board of Directors without the need for a new election, notwithstanding the 

revoking powers regarding these posts that correspond to the Board.  

Is the appointment announced by the Appointment Committee? YES 

Is the removal announced by the Appointment Committee? YES 

Does the Board in full approve the appointment? YES 

Does the Board in full approve the removal? YES 

Is the Secretary of the Board especially responsible for overseeing good governance recommendations? 

YES 

B.1.35 Indicate the mechanisms, if any, established by the Company to preserve the independence of the auditor, financial 

analysts, investment banks and rating agencies. 

During 2008, the Board of Directors was supported by the Audit Committee 

which, although not considered a company administrative body, is considered 

an instrument at the service of the Board of Directors. 

The Audit Committee should: 

- Propose the appointment, terms and conditions of the engagement, 

and when applicable, reappointment, or extension of the Accounts 

Auditor. 

- Supervise the internal audit procedures periodically, and that the 
supervision systems are appropriate. 

- Review the external auditing processes and conclusions with the external auditor. 

- Supervise that the generally accepted accounting principles are applied. 

The Audit Committee does not have its own regulations at this time 

and its operations are ruled by the provisions of the Regulations of 

the Board of Directors. 

B.1.36 Indicate whether the Company changed its external auditor during the year. If so, identify the incoming and outgoing 

auditor: 

YES 
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Outgoing auditor Incoming auditor 

DELOITTE, S.L. PRICEWATERHOUSECOOPER S.L. 

Explain any disagreements with the outgoing auditor and the reasons for the same: 

NO 

B.1.37 Indicate whether the auditing firm does non-audit work for the company and/or its group. If so, state the fees it receives 

for such work and the percentage such fees represent of the total fees invoiced to the company and/or its group: 

YES 

 

 Company Group Total 

Fees for non-audit work (thousands of euros) 184 0 184 

Fees for non-audit work / total amount 
invoiced by the auditor (%) 

76,990 0,000 66,670 

B.1.38 Indicate whether the audit report of the previous year’s annual accounts is qualified or has reservations. Should such 

reservations or qualifications exist, both the Chairman of the Audit Committee and the auditors should give a clear account 

to shareholders of their scope and content. 

YES 

 

Explanation of motives 

1 .- On 30 December 2009, the company signed agreed with the French company Naturex, S.A. for the integration of it functional 

ingredients division, receiving in consideration an ownership interest in its share capital and, additionally, cash contributions subject to 

certain conditions related mainly to the 2009 year-end results of the companies involved.  At the date of the audit report, the term in which 

the final agreements are to be implemented are pending definitive conclusion. As such, it is not possible to objectively determine the effects 

that, where applicable, may arise from the recognition of the operation as a consequence of the described situation.  

2 .- The company has direct and indirect ownership interests in the Laboratoires Forte Pharma SAM subgroup companies and in Forte 

Pharma Ibérica SL. The total amount of the investment in these companies is greater than the theoretical book value as a result of the 

goodwill implicit in such holdings, amounting to 80.8 million euros. The management has developed business plans of these companies for 

the coming years containing financial forecasts with profits that would enable the recovery of the investments. Thus, no impairment of their 

cost has been recognised.  Thus, the future recoverability of these investments is subject to fulfilment of growth and profitability forecasts 

established by the management in the mentioned business plans. 
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B.1.39 Indicate how many consecutive years the current auditing firm has been auditing the annual accounts of the company 

and/or its group. Likewise, indicate how many years the current auditing firm has been auditing the accounts as a percentage 

of the total number of years over which the annual accounts have been audited: 

 

 Company Group 

Number of consecutive years 1 1 

 

 Company Group 

Number of years audited by current audit firm 
/Number of years the company accounts have 
been audited (%) 

11,1 11,1 

B.1.40 List the stock holdings of the members of the company's Board of Directors in other companies with the same, similar 

or complementary types of activity to that which constitutes the corporate purpose of the company and/or its group, and 

which have been reported to the company. Likewise, list the posts or duties they hold in such companies: 

 

Name or corporate name of director Corporate name of company in 
question 

% 

shareholding 

Post or 

functions 

MR FELIX REVUELTA FERNANDEZ CORPORACION CASA NATURA 12.580  

MR FELIX REVUELTA FERNANDEZ NATURHOUSE SP ZOO 77.030 DIRECTOR 

MR FELIX REVUELTA FERNANDEZ KILUVA PORTUGUESA 83.460 MANAGER 

MR FELIX REVUELTA FERNANDEZ ZAMODIET S-A. 35.890 DIRECTOR 

MR FELIX REVUELTA FERNANDEZ KILUVA S.A. 77.030 CHAIRMAN & 

CEO 

MR FELIX REVUELTA FERNANDEZ ZAMOGLAS SA 18.150  

MR FELIX REVUELTA FERNANDEZ HOUSEDIET SLU 77.030 JOINT 

ADMINISTRAT

OR 

MR FELIX REVUELTA FERNANDEZ KILUVA DIET S.L. 77.030 JOINT 

ADMINISTRAT

OR 

MR FELIX REVUELTA FERNANDEZ NUTRACEUTICAL CORP. 4.640 .... 

MR FELIX REVUELTA FERNANDEZ NATURHOUSE GMBH 73.950 DIRECTOR 
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Name or corporate name of director Corporate name of company in 

question 

% 

shareholding 

Post or 

functions 

MR FELIX REVUELTA 

FERNANDEZ 

LABORATORIOS KELP SL 77.030 JOINT 

ADMINISTRATOR 

MR FELIX REVUELTA 

FERNANDEZ 

ICHEMSPZOO 27.590 DIRECTOR 

MR FELIX REVUELTA 

FERNANDEZ 

GARTABO SA 17.590 DIRECTOR 

MR FELIX REVUELTA 

FERNANDEZ 

LABORATORIOS ABAD SL 77.030 JOINT 

ADMINISTRATOR 

MR FELIX REVUELTA 

FERNANDEZ 

LABORATOIRES OXYJEUNE 77.030 JOINT 

ADMINISTRATOR 

MR FELIX REVUELTA 

FERNANDEZ 

HOUSEDIET LLC 66.740 CHAIRMAN 

MR FELIX REVUELTA 

FERNANDEZ 

ZAMODIET DE MEXICO SA 55.890 CHAIRMAN 

MR FELIX REVUELTA 

FERNANDEZ 

NATURHOUSE SARL 77.030 CHAIRMAN 

MR FELIX REVUELTA 

FERNANDEZ 

GIROFIBRA SL 37.740 .... 

MR FELIX REVUELTA 

FERNANDEZ 

NATURHOUSE SRL 77.030 CHAIRMAN 

B.1.41 Indicate and give details of any procedures through which Directors may receive external advice: 

YES 

Details of the procedure 

In Board sessions, the Directors are given information on the financial/economic situation of the company and the group 

sufficiently in advance. The most significant decisions on investment, disinvestment and all relevant issues regarding 

company performance are examined. In addition to the information that they receive during the Board sessions, the Directors 

can also collect any information considered necessary or appropriate at any time in order to improve the performance of their 

duties. 

B.1.42 Indicate whether there are procedures for Directors to receive the information they need in sufficient time to prepare 

for the meetings of the governing bodies. 

YES 

Details of the procedure 

In Board sessions, the Directors are given information on the financial/economic situation of the company and the 

group sufficiently in advance. The most significant decisions on investment, disinvestment and all relevant issues 

regarding company performance are examined. In addition to the information that they receive during the Board sessions 
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Details of the procedure 

the Directors can also collect any information considered necessary or appropriate at any time in order to improve the performance of their 

duties. 

B.1.43 Indicate and give details of whether the company has established rules obliging directors to inform the board of any 

circumstance that might harm the organisation's name or reputation, tendering their resignation as the case may be: 

YES 

Explain 

Directors should make their position available to the Board of Directors and formalise their resignation in the 

following cases if the Board deems it appropriate: 

a) When they cease to occupy the executive positions associated with their appointment as directors. 

b) When they are involved in any of the situations of incompatibility or legal prohibition established in law. 

c) When they are seriously reprimanded by the Audit and Compliance Committee for violating their obligations as directors. 

d) When the interests of the company may be at risk if they stay on the Board or when the purposes for which they were appointed have 
terminated. 

e) When they have been prosecuted or charged in connection with criminal proceedings or have had disciplinary actions for a serious or very 
serious offence instructed by the supervisory authorities. 

B.1.44 Indicate whether any director has notified the company that he has been indicted or tried for any of the crimes stated 

in article 124 of the Public Limited Companies Law: 

NO 

Indicate whether the board has examined this matter. If yes, provide a reasoned explanation of the decision taken in 

relation to the Director’s continuity in his/her corresponding post. 

NO 

Decision Explanation 

  

 

B.2 Board of Directors’ Committee 
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B.2.1 List the Board committees and their members: 

AUDIT COMMITTEE 

 

Name Post Type 

MR JOSE MANUEL SERRA PERIS CHAIRMAN INDEPENDENT 

BMS PROMOCIÓN Y DESARROLLO, S.L. MEMBER PROPRIETARY 

MR FELIX REVUELTA FERNANDEZ MEMBER PROPRIETARY 

NATRA, S.A. MEMBER PROPRIETARY 

APPOINTMENT AND REMUNERATION COMMITTEE 

 

Name Post Type 

MR JOSE MANUEL SERRA PERIS CHAIRMAN INDEPENDENT 

MR FRANÇOIS GAYDIER MEMBER EXECUTIVE 

MR JAVIER ADSERA GEBELLI MEMBER EXECUTIVE 

B.2.2 Indicate if the Audit Committee is responsible for the following: 

 

Monitor the preparation and the integrity of the financial information prepared on the company and, where appropriate, the 

group, checking for compliance with legal provisions, the accurate demarcation of the consolidation perimeter, and the correct 

application of accounting principles. 

YES 

Review internal control and risk management systems on a regular basis, so main risks are properly identified, managed and 

disclosed. 

YES 

Monitor the independence and efficacy of the internal audit function; propose the selection, appointment, reappointment and 

removal of the head of internal audit; propose the department’s budget; receive regular report-backs on its activities; and verify 

that senior management are acting on the findings and recommendations of its reports. 

YES 

Establish and supervise a mechanism whereby staff can report, confidentially and, if necessary, anonymously, any irregularities 

they detect in the course of their duties, in particular financial or accounting irregularities, with potentially serious implications 

for the firm. 

YES 

Make recommendations to the board for the selection, appointment, reappointment and removal of the external auditor, and the 

terms and conditions of his engagement. 

YES 
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Receive regular information from the external auditor on the progress and findings of the audit programme, and check that 

senior management are acting on its recommendations. 

YES 

Monitor the independence of the external auditor. YES 

In the case of groups, the Committee should urge the group auditor to take on the auditing of all component companies. YES 

28 

B.2.3 Describe the organisational and operational rules and the responsibilities attributed to each of the Board committees. 

Name of committee 

APPOINTMENT AND REMUNERATION COMMITTEE 

Brief description 

The main purpose of the Appointment and Remuneration Committee, which meets at least twice a year, is to 

make proposals to the Board of Directors in relation to: 

- the Group’s remuneration policy at the top level. 

- the general guidelines of the remuneration policy of the Group and its subsidiaries; 

- give recommendations to the Board of Directors, for its proposal to the General Shareholders’ Meeting, on 

the system of the annual remuneration of directors and on management and employee share systems in the 

share capital of Natraceutical; 

- analyse the operations with parties related to the Company. In the event that the transaction involves a 

particular Committee member, s/he will abstain from participating in the analysis. 

- the characteristics and conditions of option plans on Company shares and the management and employees 

to whom they are directed. 

The members of the Appointment and Remuneration Committee do not receive any remuneration for their 

participation in this Committee. 

Name of committee 

AUDIT COMMITTEE 

Brief description 

The main rules governing the functioning of the Audit Committee are: 

- Propose the appointment, terms and conditions of the engagement, and when applicable, reappointment, or 

extension of the Accounts Auditor. 

- Supervise the internal audit procedures periodically, and that the supervision systems are appropriate. 

- Review the external auditing processes and conclusions with the external auditor. 
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- Supervise that the generally accepted accounting principles are applied. 

The Audit Committee does not have its own regulations at this time and its operations are ruled by the 

provisions of the Regulations of the Board of Directors and the Bylaws. 

No consideration of any type is received by the members of the Audit Committee. 
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B.2.4 Indicate any advisory or consulting powers and, where applicable, the powers delegated to each of the 
committees. 

Name of committee 

APPOINTMENT AND REMUNERATION COMMITTEE  

 Brief description 

The main purpose of the Appointment and Remuneration Committee, which meets at least twice a year, is to 
make proposals to the Board of Directors in relation to: - the Group’s remuneration policy at the highest level; 
- the general guidelines of the remuneration policy of the Group and its subsidiaries; - make 
recommendations to the Board of Directors, for their proposal to the General Shareholders’ Meeting, on the 
directors’ remuneration system  and on management and employee share systems in the share capital of 
Natraceutical;- analyse operations with parties related to the Company.: In the event of an operation 
affecting a member of the Board, s/he should abstain from participating in the analysis;- the characteristics 
and conditions of Company share option plans and the management and employees to whom they are 
directed; The members of the Appointment and Remuneration Committee do not receive any remuneration 
for their participation in this Committee. 

Name of committee 

AUDIT COMMITTEE  

Brief description 

The main rules governing the functioning of the Audit Committee are: - Propose the appointment, terms and 
conditions of the engagement, and when applicable, reappointment, or extension of the Accounts Auditor. - 
Supervise the internal audit procedures periodically, and that the supervision systems are appropriate. - 
Review the external auditing processes and conclusions with the external auditor. - Supervise that the 
generally accepted accounting principles are applied. The Audit Committee does not have its own 
regulations at this time and its operations are ruled by the provisions of the Regulations of the Board of 
Directors. No consideration of any type is received by the members of the Audit Committee. 

B.2.5 Indicate, if applicable, any regulations governing the Board committees, where they are made available for 

consultation and any amendments to the same made during the financial year. Indicate whether any annual report has been 

voluntarily drawn up on the activities of each committee. 

Name of committee 

AUDIT COMMITTEE  

Brief description 

Article 36 bis of the Bylaws establishes that: 

The Audit Committee shall be comprised of a minimum of three and a maximum of five directors, all of whom 

are necessarily non-executive directors and they are appointed by the Board of Directors from among its 

members. The Audit Committee will appoint its Chairman from among its members. 

The Chairman of the Audit Committee will be appointed by the Board of Directors from among the 

Committee's members. S/he must be replaced every four years, and may be re-elected after one year has 
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elapsed since the date of termination. The Audit Committee will also appoint a Secretary who need not be a 

member of the Committee itself. 

The Audit Committee will have the following powers: 

1. Inform the Shareholders’ Meeting about issues raised that are within the committee’s scope of 

competence through its Chairman and/or Secretary. 
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2. Propose to the Board of Directors, for submission to the General Shareholders' Meeting, the appointment 
of the Accounts Auditor referred to in article 204 of the Public Limited Companies Law. 
3. Supervise the internal audit services. 
4. Know the financial information process and the internal risk control systems of the Company. 
5. Relations with the external audit company, to receive information on those matters that could jeopardise 
the independence of the latter and any other information related to the development process of the audit of 
accounts, as well as any other notifications stipulated in account auditing legislation and in technical audit 
regulations. 
6. Any others attributed to it by these Bylaws. 
The Audit Committee will meet at least twice a year and as often as necessary to comply with its duties, 
called by the Chairman upon his own decision or upon the request of three of its members or of the 
Executive Committee. 

The Audit Committee shall be validly assembled with the direct or represented attendance of at least half of 
its members. Resolutions will be adopted with a majority of votes in favour issued by the members in 
attendance. 

Article 31 of the Regulations of the Board of Directors stipulates that: 

1. The Bylaws should establish the number of members, powers and operation regulations of the Audit 
Committee. 

2. Notwithstanding the provisions established in the Bylaws, the Audit, Supervision and Conflicts of Interest 

Committee is to be composed of at least 3 members, the majority of whom are to be external, and chaired by 

an independent director. 

3. The three members of the Audit Committee should be appointed with regard to their knowledge and 

background in accounting, auditing and risk management. 

4. The Audit, Supervision and Conflicts of Interest Committee will have the following basic responsibilities, 

notwithstanding other duties assigned by the Board of Directors and what is contained in the Bylaws: 

a. Inform the Shareholders’ Meeting about issues raised that are within the committee’s scope of 
competence. 

b. Propose to the Board of Directors, for submission to the General Shareholders' Meeting, the appointment 

of the external Accounts Auditor referred to in article 204 of the Public Limited Companies Law. 

c. Supervise the internal audit services periodically, receiving an annual work plan and report on activities at 

the end of each year. 

d. Know the financial information process and the internal risk control systems of the Company. 

e. Relations with the external audit company, to receive information on those matters that could jeopardise 

the independence of the latter and any other information related to the development process of the audit of 

accounts, as well as any other notifications stipulated in account auditing legislation and in technical audit 

regulations. 

f. Review the annual accounts and the periodic financial statements which have to be sent to regulatory or 

supervisory bodies of the markets. 

g. Review the annual accounts, oversee compliance with regulatory requirements and the correct application 

of accounting standards, and inform on the principle and criteria modification proposals suggested by the 

management team. 

h. Inform the board of directors of any accounts criteria change or of balance risks. 
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i. Propose the appointment, terms and conditions of the engagement, and when applicable, reappointment, 

or extension of the Accounts Auditor. 

j. Regularly receive information on the audit plan from the external auditor; 

k. Monitor the independence of the external auditor. 

l) Act as the channel of communication between the Board of Directors and the auditors, to evaluate all audit 

results and the responses of the management team to their recommendations and act as mediator in the 

event of discrepancies between the two in terms of principles and criteria applicable in the preparation of 

financial statements. 

m. Ensure the proper and appropriate operation of internal control systems and review the appointment and 

replacement of those responsible for them.  

n. Establish and supervise a mechanism whereby staff can report, confidentially and, if necessary, 

anonymously, any irregularities they detect in the course of their duties, in particular financial or accounting 

irregularities, with potentially serious implications for the firm. 
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o. Supervise compliance with internal codes of conduct and corporate governance rules. 

p. Inform the Board of Administration on the creation or acquisition of shares in special purpose vehicles or entities 
resident in countries or territories considered tax havens. 

B.2.6 Indicate whether the composition of the Executive Committee reflects the participation within the Board of the different 

types of directors: 

NO 

 

If not describe the composition of the executive committee. 

Not applicable there is no Executive Committee 

C – RELATED-PARTY TRANSACTIONS 

C.1. Indicate whether the Board in full has the right to approve, based on a report from the Audit Committee or any other 

committee responsible for this task, transactions which the company carries out with directors, significant shareholders or 

representatives on the Board, or related parties: 

YES 

C.2 List any relevant transactions entailing a transfer of resources or obligations between the company or its group 
companies and the significant shareholders in the company: 

 

Name or corporate name of 

significant shareholder  

Name or corporate name of 

company or group company 

Nature of 

relationship 

Type of operation Amount (thousands 

of euros) 

BILBAO BIZKAIA KUTXA NATRACEUTICAL, S.A. Bilbao Bizkaia Kutxa 

owns 4.588% of 

Natraceutical S.A 

Financial expenses 181 

BILBAO BIZKAIA KUTXA NATRACEUTICAL, S.A. Bilbao Bizkaia Kutxa 

owns 4.588% of 

Natraceutical S.A 

Loan amortization 

or cancellation and 

leasing contracts 

(lessee) 

4,163 
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BILBAO BIZKAIA KUTXA NATRACEUTICAL, S.A. Concession of Loans Financing and 

loans agreements 

4,530 

32 



Natraceutical, S.L. and subsidiaries 
 
(Thousand euro unless otherwise indicated) 
 
 

 

 

 
 

 

Name or corporate name of 
significant shareholder  

Name or corporate name of 
company or group company 

Nature of relationship Type of 
operation 

Amount (thousands of 
euros) 

   capital contributions 

(borrower) 

 

C.3 List any relevant transactions entailing the transfer of resources or obligations between the company or its group 

companies and the company's managers or directors: 

C.4 List any relevant transaction undertaken by the company with other companies in its group that are not eliminated in the 

process of drawing up the consolidated financial statements and whose object and conditions set them apart from the 

company’s habitual trading activities: 

 

Corporate name of the entity in its group 

BIOPOLIS SL  

Amount (thousands of euros) 

1 

Brief description of transaction 

Financial income 

 

Corporate name of the entity in its group 

BIOPOLIS SL  

Amount (thousands of euros) 

1 

Brief description of transaction 

Financial income 

 

Corporate name of the entity in its group 

BRAES GROUP LTD Amount (thousands of euros) 

67 
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Brief description of transaction 

Financial expenses 

 

Corporate name of the entity in its group 

CAJA DE AHORROS DEL MEDITERRÁNEO 

Amount (in thousands of euros) 

7320 

Brief description of transaction 

Financing Agreement (Borrower) 

 

Corporate name of the entity in its group 

CAJA DE AHORROS DEL MEDITERRÁNEO 

Amount (in thousands of euros) 

5744 

Brief description of transaction 

Amortization or cancellation of loans (borrower) 
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Corporate name of the entity in its group 

CAJA DE AHORROS DEL 

MEDITERRÁNEO. 

Amount (thousands of euros)  

308 

Brief description of transaction  

Financial expenses 

 

Corporate name of the entity in its group 

CAKEFRIENDS LTD  

Amount (thousands of euros) 

4 

Brief description of transaction 

Financial income 

 

Corporate name of the entity in its group 

NATRA CACAO, S.L.  

Amount (thousands of euros) 

364 

Brief description of transaction 

Purchase goods (Finished and in progress) 

 

Corporate name of the entity in its group 

NATRA CACAO, S.L.  

Amount (thousands of euros) 

13 

Brief description of transaction 

Service reception 
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Corporate name of the entity in its group 

NATRA CACAO, S.L. 

Amount (thousands of euros) 

85 

Brief description of transaction 

Sale goods (Finished and in progress) 

 

Corporate name of the entity in its group 

NATRA S.A.   

Amount (thousands of euros) 

6339 

Brief description of transaction 

Financing and loans agreements (borrower) 

 

Corporate name of the entity in its group 

NATRA S.A.   

Amount (thousands of euros) 

307 

Brief description of transaction 

Financial expenses 

 

Corporate name of the entity in its group 

NATRA S.A.   

Amount (thousands of euros) 

491 

Brief description of transaction 
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Service reception 
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Corporate name of the entity in its group 

NATRAZAHOR S.A.   

Amount (thousands of euros) 

9 

Brief description of transaction 

Financial expenses 

 

Corporate name of the entity in its group 

NATUREX INC  

Amount (thousands of euros) 

10 

Brief description of transaction 

Service provision 

 

Corporate name of the entity in its group 

NATUREX SA  

Amount (thousands of euros) 

100 

Brief description of transaction 

Service provision 

 

Corporate name of the entity in its group 

NATUREX SPAIN SL 

Amount (thousands of euros) 

149 

Brief description of transaction 

Service provision 
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Corporate name of the entity in its group 

NATUREX SPAIN SL  

Amount (thousands of euros) 

407 

Brief description of transaction 

Sale of products. 

 

Corporate name of the entity in its group 

NATUREX SPAIN SL 

Amount (thousands of euros) 

236 

Brief description of transaction 

Service reception 

 

Corporate name of the entity in its group 

NATUREX SPAIN SL 

Amount (thousands of euros) 

238 

Brief description of transaction 

Collection of dividends 

C.5 Identify, where appropriate, any conflicts of interest affecting company Directors pursuant to Article 127 of the 

Companies Law. 
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NO 

C.6 List the established mechanisms to detect, determine and resolve any possible conflicts of interest between the 

company and/or its group, and its Directors, management or significant shareholders. 

The Appointment and Remuneration Committee establishes whether transactions involving parties related to the Company are 
to be analysed. In the event of an operation affecting a member of the Board, s/he should abstain from participating in the 
analysis. Point 3 of article 16 of the Regulations of the Board of Directors indicates that Directors must avoid conflicts of interest 
between the directors and their most direct family, and the company. The Board of Directors should always be notified of these 
situations, if they are not avoidable. 

Furthermore, Article 19 of the Board of Directors’ Regulations establishes that: 

1. Directors will abstain from intervening in deliberations that affect issues in which they are directly or indirectly an 
interested party. 

2. Directors are considered to have personal interest when the issue affects a member of their family or a company in 
which they have a management post or a significant participation in the share capital. 

3. Directors may not make commercial transactions with the Company or any of the companies which are part of the 
group without the previous agreement of the Board of Directors. 

C.7 Is there more than one Group company listed in Spain? 

NO 

Identify the listed subsidiary companies: 

D – RISK CONTROL SYSTEMS 

D.1 Give a general description of risk policy in the company and/or its group, detailing and evaluating the risks covered by 

the system, together with evidence that the system is appropriate for the profile of each type of risk. 

In order to establish suitable control systems, the Company prepares a group of regulations which are periodically 

reviewed and which intend to regulate the system's basic aspects and it also implements these control systems. Those in 

executive posts in the Company actively participate in preparing proposals for these regulations. 

Types of risks 

Natraceutical, S.A., has identified the risks that affect its business and it has established an internal control system for each 
one. 
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 The main types of risk identified and managed by the Company are summarised as follows: 

- Material risk; this refers to the risk of damage being caused to property belonging to or under the control of the company. 

- Legal Responsibility: this is the liability that may arise from personal or material damages as well as direct harm coming 

to third parties in accordance with current legislation for events that occur due to the activity carried out by the Company. 

- Profit loss; this is the loss due to activity interruption or disturbance as a result of material damages, or extraordinary or 

catastrophic risks or risks attributable to the suppliers. 

- Financial Risk; this is the risk due to a variation in exchange rates or interest rates caused by credit risks which affect the 

company’s liquidity. 

D.2 Indicate if during the year any operative risks (operative, technological, financial, legal, reputation, etc.) affecting the 

company and/or the group have been generated. 

NO 

If yes, indicate the circumstances and whether the established control systems worked adequately. 

D.3 Indicate whether there is a committee or other governing body in charge of establishing and supervising these control 

systems. 

YES 

If yes, explain its duties. 

Name of committee or body 

AUDIT COMMITTEE 

Description of functions 

The Audit Committee is to establish and supervise the various control systems in order to evaluate, mitigate 

and reduce the different types of risks to which the company and its group are exposed. 

D.4 Identify and describe the processes for compliance with the regulations applicable to the company and/or its group. 

 

The Audit and Control Committee supports the Board of Directors in its supervision tasks, overseeing the compliance with 
all legal provisions and internal regulations applicable to the Company. It supervises the compliance with both national and 
international regulations, in matters related to securities market behaviours, and data protection. 
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It ensures that the Internal Codes of Conduct and with regard to the Securities Markets, applicable to the Group’s staff, comply 
with the required regulations and that they are appropriate for the Company. 

Furthermore, it is the responsibility of the Audit and Control Committee to supervise the preparation process and the reliability of 
the financial information with regard to the Company and the Group, supervising compliance with regulatory requirements and 
the correct application of accounting criteria. 

E – THE GENERAL SHAREHOLDERS MEETING 

E.1 Indicate the quorum required for constitution of the General Shareholders' Meeting established in the Company's 

Bylaws. Describe any differences from the minimum regime set out in the Companies Law (LSA). 

YES 

 

 Difference in % of quorum as set out 

in art. 102 of the LSA for certain 

circumstances 

Difference in % of quorum as set out in 

art. 103 of the LSA for certain 

circumstances in art. 103 

Quorum required at second call 50.000 0 

Quorum required at second call 0 0 

 

Description of the differences 

General Shareholders’ Meeting (Ordinary or Extraordinary) will be considered as valid: 

- At first notification, when attended by when at least half of the paid-up capital is present and, at second notification, any represented capital. 

- So that the Board can validly agree on the issue of obligations, promissory notes, bonds and other similar financial tools, the increase or 

reduction of capital, the transformation, merger, demerger of the company, and in general, any modification of the Bylaws, the favourable vote 

corresponding to two-thirds of the shares presented or represented in the General Shareholders’ Meeting will be necessary, when shareholders 

representing less than 50% of the subscribed capital with the right to vote are present. 
At first notification, sufficient quorum is required in terms of the provisions established in the LSA, which establishes a quorum of 25%. 
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E.2 Indicate and describe the differences required for adopting shareholder agreements from the minimum regime set out in 
the Companies Law (LSA). 

NO 

Describe any differences from the provisions established in the Companies Law. 

E.3 List all shareholders’ rights regarding the General Shareholders’ Meetings other than those established under the 
Companies Law. 

E.4 Indicate the measures adopted to encourage the participation of shareholders in the General Shareholders’ Meetings. 

E.5 Indicate whether the General Shareholders’ Meeting is presided by the Chairman of the Board of Directors. List the 

measures, if any, adopted to guarantee the independence and correct operation of the General Shareholders’ Meeting: 

YES 

 

Describe the measures 

1. The Table of the General Shareholders’ Meeting will be formed by its Chairman and Secretary, notwithstanding that the 

members of the Board of Directors attending the session may also form part of the same. 

2. The Chairman or Vice-Chairman of the Board of Administration shall direct the General Shareholders’ Meeting and in 

their absence, substitution of the post shall be carried out in accordance with the provisions of article 21 of the Bylaws. In 

the absence of all corresponding parties, the shareholder elected in each case by the members attending the meeting will 

be acting Chairman. In the event of legal notification, the Judge will decide who is acting Chairman. 

3. The Chairman or acting Chairman has the following responsibilities: 

a) Direct the meeting so that all points in the Agenda are covered. 

b) Resolve doubts raised on the list of shareholders and on the content of the Agenda. 

c) Give the floor to shareholders who request it when deemed appropriate and retake it when a determined issue is deemed 

sufficiently debated or if it is affecting the course of the meeting. 

d) Indicate when it is necessary to vote on agreements and announce the results of votes. 

e) In general, exercise all of the powers necessary so that the meeting runs smoothly, including the interpretation of the 

provisions in these Regulations. 

4. The Secretary or the Vice-Secretary of the Board of Directors or, in their absence, the corresponding substitute, in accordance 

with Article 21 of the Bylaws, will act as Secretary of the General Meeting. 
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Describe the measures 

In the absence of all corresponding parties, the shareholder elected in each case by the members attending the meeting will be acting 

Chairman. 

5. If the Chairman or Secretary have to excuse themselves from the meeting while the General Shareholders’ Meeting is being held, the 

substitution to exercise their functions will be carried out in accordance with the provisions of sections 2 and 4 above. 

E.6 Indicate the amendments, if any, made to the General Shareholders’ Meeting Regulations during the year.  

 

No modifications took place during the year. 

The General Shareholders’ Meeting Regulations are available in the company web (www.natraceuticagroup.com) 

E.7 Indicate the attendance figures for General Shareholders’ Meetings held during the financial year referred to in this 

report: 

 

  Details of attendance  

% remote voting Date of 
General 
Shareholders’ 
Meeting 

% attending in 

person 

% by proxy 

Electronic means Other 

Total 

25/06/2010 52.550 19.830 0.000 0.000 72.380 

E.8 Briefly describe the resolutions adopted at the General Shareholders’ Meetings held during the year and the percentage 

of votes by which each resolution was adopted. 

The General Shareholders’ Meeting of June 18, 2009 adopted the following resolutions: 

I. The individual and consolidated financial statements and the Directors’ Report for 2009 were approved by an ample 
majority. 

II. The allocation of the year’s profits to the negative results of previous years to be offset by profits from future years was 

approved by ample majority. 

III. It was agreed by a large majority to appoint PRICE WATERHOUSE COOPERS as new auditors of the company for a 
term of three years, i.e., to audit the accounts of the Parent, Natraceutical SA, and the Consolidated Group for 2010, 2011 
and 2012.  

IV. The remuneration for the Board of Directors for 2010 was established in the amount of 150,000 euros, 25% lower than 

that of the previous year. 
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V. It was agreed by ample majority to authorise the Board of Directors for the derivative acquisition of the company’s 

treasury stock, either directly or through investee companies, with the limits and requirements established in the Public 

Limited Companies Law, 
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thus annulling the authorization granted by the General Shareholders Meeting of June 18, 2009. 

VI. It was agreed by an ample majority to set the number of members of the Board of Directors at 9 members and to re-

elect Francisco Xavier Adserá Gebellí as director for a term of 5 years. 

E.9 Indicate any statutory restrictions which establish the minimum number of shares required to attend General 

Shareholders’ Meetings. 

YES

 

 

Number of shares required to attend the General Shareholders' 
Meeting 

1000 

 

 

E.10 Indicate and justify the policies followed by the company in relation to the delegation of votes during the general 
shareholders’ meetings. 

Shareholders with right to vote may delegate their representation to another person who, as a Company shareholder, 

forms part of the Meeting. 

Representation must be accepted by the representative. It will only be valid for one Meeting and may be granted in the 

following ways: 

a) In printed format signed and addressed to the Chairman conferring the representation or the card referred to in the 

previous article duly signed for this purpose by the shareholder in the terms established by the Bylaws. 

b) In electronic or long-distance telematic format that duly guarantees the attributed representation and the identity of the 

representative. Representation by this method will be permitted when the electronic document which confers 

representation has the recognised electronic signature of the represented party, or another signature type that the Board 

of Directors has previously agreed and which meets appropriate guarantees of authenticity and identification of the 

shareholder conferring his/her representation. Representation conferred by these methods will be issued to the Company 

by the procedure and in the time-frame determined by the Board of Directors in the Meeting notification agreement. 

In the event of public request for representation, this will be regulated by the provisions of article 107 of the current Public 

Limited Companies Law and, when applicable, article 114 of Law 24/1988, dated 28 July, of the Securities Market. In 

particular, the document in printed or electronic format which contains the power should contain the Agenda or have it as 

an annex, as well as the instructions request to exercise the right to vote and the indication of how the representative will 

vote in the event that there are no precise instructions. 

Individual shareholders who are not in full enjoyment of their civil rights and legal entity shareholders may be represented 

by their legal representatives, duly accredited. In both these cases and in the event that 
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the shareholder delegates his/her right of attendance, there may not be more than one representative in the Meeting. 

Representation is always revocable. The attendance of the Shareholder to the Meeting, individually or through distance 
communication methods, as well as that derived from the vote issued by these methods means that any delegation is 
revoked, irrespective of the date. 

E.11 Indicate whether the company is aware of the institutional investors’ policy regarding participation in the company’s 

decisions: 

NO 

E.12 Indicate the address and access to the corporate governance content in the company’s website. 

 

Natraceutical’s Corporate Governance information is available from http:\\www.natraceuticalgroup.com. It is located in the 
“Shareholders and Investors Information” section, within the submenu “Corporate Governance”. 

F – DEGREE OF COMPLIANCE WITH THE CORPORATE GOVERNANCE RECOMMENTATIONS 

Indicate the degree of the company's compliance with Corporate Governance recommendations. 

Should the company not comply with any of the afore-mentioned recommendations, explain the recommendations, rules, practices 
or criteria the company applies. 

1. The Bylaws of the listed companies should not place an upper limit on the votes that can be cast by a single shareholder, or 

impose other obstacles to the takeover of the company by means of share purchases on the market. 

See headings: A.9, B.1.22, B.1.23 and E.1, E.2 

Met 

2. When a dominant and a subsidiary company are stock market listed, the two should provide detailed disclosure on: 

a) The type of activity they engage in, and any business dealings between them, as well as between the subsidiary and 

other group companies. 

b) The mechanisms for the resolution any possible conflicts of interest that may arise. 
See headings:   C.4 and C.7 

Met partially.  

The areas of activity between the group’s companies are disclosed in the companies’ financial statements. No 

mechanisms for the resolution of conflicts of interest have been formally defined. In practice, conflicts of interest are 

resolved by the Board of Directors, with assessment, when necessary, from the committees. 

Points 1 and 2 of Article 19 of the Natraceutical (of which Natra S.A, is a Director) Board of Directors’ Regulation establish: 
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1.- Directors will abstain from intervening in deliberations that affect issues in which they are directly or indirectly an 

interested party. 

2.- Directors are considered to have personal interest when the issue affects a company in which they have a 

management post or a significant participation in the share capital. 

3. Even when not expressly required under company law, any decisions involving a fundamental corporate change should be 

submitted to the General Shareholders' Meeting for approval or ratification. In particular: 

a) The transformation of listed companies into holding companies through the process of subsidiarisation, i.e. reallocating 

core activities to subsidiaries that were previously carried out by the originating firm, even though the latter retains full control 

of the former; 

b) The acquisition or disposal of key operating assets that would effectively alter the company's corporate purpose;  

c) Operations that effectively add up to the company's liquidation. 

Met 

4. Detailed proposals of the resolutions to be adopted at the General Shareholders’ Meeting, including the information stated in 

Recommendation 28, should be made available at the same time as the publication of the Meeting notice. 

Met 

5. Separate votes should be taken at the General Shareholders’ Meeting on materially separate items, so shareholders can 

express their preferences in each case. This rule shall apply in particular to: 

a) The appointment or ratification of directors, with separate voting on each candidate; 

b) Amendments to the Bylaws, with votes taken on all articles or groups of articles that are materially different. 
See heading:  E.8 

Met 

6. Companies should allow split votes, so financial intermediaries acting as nominees on behalf of different clients can issue their 

votes according to instructions. 

See heading:   E.4 

Met 

7. The Board of Directors should perform its duties with unity of purpose and independent judgement, according all shareholders 

the same treatment. It should be guided at all times by the company's best interest and, as such, strive to maximise its value over 

time. 

It should likewise ensure that the company abides by the laws and regulations in its dealings with stakeholders; fulfils its obligations 

and contracts in good faith; respects the customs and good practices of the sectors and territories where it does business; and 

upholds any additional social responsibility principles it has subscribed to voluntarily. 

Met 
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8. The board should see the core components of its mission as to approve the company's strategy and authorise the organisational 

resources to carry it forward, and to ensure that management meets the objectives set while pursuing the company's interests and 

corporate purpose. As such, the board in full should reserve the right to approve: 

a) The company’s general policies and strategies, and specifically: 

i) The strategic or business plan, management targets and annual budgets; 

ii) Investment and financing policy; 

iii) Design of the structure of the corporate Group; 

iv) Corporate governance policy; 

v) Corporate social responsibility policy; 

vi) Remuneration and evaluation of senior officers; 

vii) Risk control and management, and the periodic monitoring of internal information and control systems; 

viii) Dividend policy, as well as the policies and limits applying to treasury stock. 

See headings:  B.1.10, B.1.13, B . 1 . 1 4  and D . 3  

b) The following decisions: 

i) On the proposal of the company's chief executive, the appointment and removal of senior officers, and their 

compensation clauses. 

See heading.-  B.1.14 

ii) Directors' remuneration and, in the case of executive directors, the additional consideration for their management duties 

and other contract conditions. 

See heading: B.1.14 

iii) The financial information that all listed companies must periodically disclose.  

iv) Investments or operations considered strategic by virtue of their amount or special characteristics, unless their approval 

corresponds to the General Shareholders’ Meeting; 

v) The creation or acquisition of shares in special purpose vehicles or entities resident in countries or territories considered 

tax havens, and any other transactions or operations of a comparable nature whose complexity might impair the 

transparency of the Group. 

c) Transactions which the company conducts with directors, significant shareholders, shareholders with board 

representation or other persons related thereto (“related-party transactions”). 

However, board authorisation need not be required for related-party transactions that simultaneously meet the following 

three conditions: 

1st. They are governed by standard form agreements applied on an across-the-board basis to a large number of clients;  
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2nd They go through at market rates, generally set by the person supplying the goods or services; 

3rd Their amount is no more than 1% of the company's annual revenues. 

It is advisable that related-party transactions should only be approved on the basis of a favourable report from the Audit 

Committee or some other committee handling the same function; and that the directors involved should neither exercise 

nor delegate their votes, and should withdraw from the meeting room while the board deliberates and votes. Ideally the 

above powers should not be delegated with the exception of those mentioned in b) and c), which may be delegated to the 

Executive Committee in urgent cases and later ratified by the full board. 

See headings.-  Cl and C6  

Met 

9.  In the interests of maximum effectiveness and participation, the Board of Directors should ideally comprise no fewer then 

five and no more than fifteen members. 

See heading:  B.l.l 
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Met 

10. External directors, proprietary and independent, should occupy an ample majority of board places, while the number 

of executive directors should be the minimum practical bearing in mind the complexity of the corporate group and the 

ownership interests they control. 

See headings: A.2, A.3, B.1.3 and B.1.14 

Partially Met.  

At the next General Shareholders Meeting and at the proposal of the Appointments and Remuneration Committee, he 

Company will propose, to the extent that is possible, candidates for the posts of independent directors on the Board. 

11. In the event of an external director not holding the consideration of either a representative or an independent director, the 

company should provide an explanation of this circumstance and the director's relationships with the company, its directors or 

its share holders. 

See heading: B.1.3 

Not applicable 

12. That among external directors, the relation between proprietary members and independents should match the proportion 

between the capital represented on the board by proprietary directors and the remainder of the company's capital. 

This proportional criterion can be relaxed so the weight of proprietary directors is greater than would strictly correspond to 

the total percentage of capital they represent. 

1st In large cap companies where few or no equity stakes attain the legal threshold for significant shareholdings, despite 

the considerable sums actually invested. 

2nd In companies with a plurality of shareholders represented on the board but not otherwise related. 

See headings:  B.1.3, A.2 and A.3 

Explain   

The Company has one independent director. The company is in the process of incorporating a new independent director. 

However, due to the heterogeneous nature of the shareholders in Natraceutical, an increase in the number of 

independent directors would giver rise to an increase in overall number directors, a situation that cannot be assumed by 

company with the capitalization of Natraceutical, S.A. 

13. The number of independent directors should represent at least one third of all board members. 

See heading:   B.1.3 

Explain   

The Company has one independent director. The company is in the process of fulfilling this recommendation and, as 

stated in article 7 of the Regulations of the Board of Directors, it will ensure that the number of proprietary and 

independent directors maintains the same or a similar relationship as held at present between the capital represented by 

the proprietary directors and the capital. However, due to the heterogeneous nature of the shareholders in Natraceutical, 
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an crease in the number of independent directors would giver rise to an increase in overall number directors, a situation 

that cannot be assumed by company with the capitalization of Natraceutical, S.A. 

14. The nature of each director should be explained to the General Meeting of Shareholders, which will make or ratify his or 

her appointment. Such determination should subsequently be confirmed or reviewed in each year’s Annual Corporate 

Governance Report, after verification by the Appointment Committee. The said Report should also disclose the reasons for 

the appointment of proprietary directors at the urging of shareholders controlling less than  
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5% of capital; and explain any rejection of a formal request for a board place from shareholders whose equity stake is equal 

to or greater than that of others applying successfully for a proprietary directorship. 

See headings:   B.1.3 and B.1. 4 

Met 

15. When women directors are few or non existent, the board should state the reasons for this situation and the measures 

taken to correct it; in particular, the Appointment Committee should take steps to ensure that: 

a) The process of filling board vacancies has no implicit bias against women candidates; 

b) The company makes a conscious effort to include women with the target profile among the candidates for board 

places. 

See headings:  B.l.2,   B.l.27 and  B.2.3 

Explain 

There is currently one woman on the Board of Directors. Nevertheless, the Board has always shown sensitivity in all of 

the Company’s recruitment processes – including those relative to the members of the Board of Directors – to ensure 

that there is no gender bias that may complicate these processes. The company’s Bylaws, which define the requirements 

to be met for a Director of the Company, do not detail any requirements that may be considered as implicit bias. 

Nevertheless, the Board intends to deliberately try to look for female candidates that suit the profile required when filling 
future vacancies in the Board of Directors. 

16. The Chairman, as the person responsible for the proper operation of the Board of Directors, should ensure that directors 

are supplied with sufficient information in advance of board meetings, and work to procure a good level of debate and the 

active involvement of all members, safeguarding their rights to freely express and adopt positions; he or she should organise 

and coordinate regular evaluations of the board and, where appropriate, the company’s chief executive, along with the 

chairmen of the relevant board committees. 

See heading:  B.1.42 

Met 

17. When a company's Chairman is also its chief executive, an independent director should be empowered to request the 

calling of board meetings or the inclusion of new business on the agenda; to coordinate and give voice to the concerns of 

external directors; and to lead the board’s evaluation of the Chairman. 

See heading.-   B.l.21 

Explain  

Even in the event of the Chairman of the Board also holding the post of chief executive of the company at year end, the 
company has decided that this recommendation will not be included in the Board of Directors Regulations due to the 
size and characteristics of the same and those of the company, thereby authorizing the Chairman to call board 
meetings and include the various points on its agenda. 

18. The Secretary should take care to ensure that the board's actions: 

a) Adhere to the spirit and letter of laws and their implementing regulations, including those issued by regulatory agencies; 
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b) Are informed by those good governance recommendations of the Unified Code that the company has subscribed to; 
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c) Observe any corporate governance recommendations contained in this Unified Code and which have been accepted by 

the company. 

In order to safeguard the Secretary’s independence, impartiality and professionalism, the appointment and dismissal of 

the same should be proposed by the Appointment Committee and approved by a full board meeting. 

See heading:   B.1.34 

Met 

19. The board should meet with the necessary frequency to properly perform its functions, in accordance with a calendar and 

agendas set at the beginning of the year, to which each director may propose the addition of other items. 

See heading:    B.1.29 

Met 

20. Director absences should be kept to the bare minimum and quantified in the Annual Corporate Governance Report. When 

directors have no choice but to delegate their vote, they should do so with instructions. 

See headings:  B.1.28 and B.1.30 

Met 

21. When directors or the Secretary express concerns about some proposal or, in the case of directors, about the company's 

performance, and such concerns are not resolved at the meeting, the person expressing them can request that they be 

recorded in the minute book. 

Met 

22. The board in full should evaluate the following points on a yearly basis: 

a) The quality and the efficiency of the Board’s operation; 

b) Starting from a report submitted by the Appointment Committee, how well the Chairman and chief executive have 

carried out their duties; 

c) The performance of its committees on the basis of the reports furnished by the same. 

See heading: B.1.19 

Met 

23. All directors should be able to exercise their right to receive any additional information they require on matters within the 

board's competence. Unless the Bylaws or board regulations indicate otherwise, such requests should be addressed to the 

Chairman or Secretary. 

See heading:  B.1.42 

Met 
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24. All directors should be able to exercise their right to receive any additional information they require on matters within the 

board's competence. The company should provide suitable channels for the exercise of this right, extending in special 

circumstances to external assistance at the company's expense. 

See heading:   B.1.41 
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Met 

25. Companies should organise induction programmes for new directors to acquaint them rapidly with the workings of the 

company and its corporate governance rules. Directors should also be offered refresher programmes when circumstances so 

advise. 

Partially Met 

There is currently no defined and structured guidance programme to rapidly provide directors with appropriate 

knowledge of the company, however: 

a) Firstly, Directors enjoy the widest faculties for gathering information from the Company. 

b) In the event of new directors requiring further information about a specific matter, the Chairman or Secretary of the 

Board must provide the requested information and/or any opportune explanations, or redirect the director to the most 

appropriate interlocutor. In the event of such guidance proving insufficient, the director may request the contracting of 

external experts. Any such request must be approved by the majority of the Board. 

26. Companies should require their directors to devote sufficient time and effort to perform their duties effectively, and, as 

such: 

a) Directors should apprise the Appointment Committee of any other professional obligations that may detract from the 

necessary dedication; 

b) Companies should lay down rules about the number of directorships their board members can hold.  

See headings:   B.1.8, B.1.9 and B.1.17 

Explain  

 

The general obligations of the Board (Art. 16 of the Regulations of the Board of Directors), do not specifically mention 
that companies are to establish rules on the number of boards in which their directors may participate, although they 
do contain indications of the necessary time and effort required in order to regularly monitor the issues raised by the 
Company’s Board of Directors and the of the requirement for the Directors to actively participate in the Board. 

27. The proposal for the appointment or renewal of directors which the board submits to the General Shareholders’ Meeting, 

as well as provisional appointments by the method of co-option, should be approved by the board: 

a) Upon the proposal of the Appointments Commission in the case of independent board members. 

b) Subject to a report from the Appointment Committee in all other cases. 
See heading:  B.1.2 

Met 

28. Companies should post and update the following information about their directors on their websites: 

a) Professional experience and background; 

b) Directorships held in other companies, listed or otherwise; 

c) An indication of the director's classification as executive, proprietary or independent; in the case of proprietary 

directors, stating the shareholder they represent or have links with. 

d) The date of their first and subsequent appointments as a company director, and; 

e) Shares held in the company and any options on the same. 
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Met 

29. Independent directors should not remain in their posts continuous periods of more than 12 years. 
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See heading:  B.1.2 

Met 

30. Proprietary directors should resign when the shareholders they represent dispose of their ownership interest in its entirety. 
If such shareholders reduce their stakes, thereby losing some of their entitlement to proprietary directors, the latter’s number 
should be reduced accordingly. 

See headings: A.2, A.3 and B.1.2 

Met 

31. The Board of Directors should not propose the removal of independent directors before the expiry of their tenure as 
mandated by the bylaws, except where just cause is found by the board, based on a proposal from the Appointment 
Committee. In particular, just cause will be presumed when a director is in breach of his or her fiduciary duties or comes under 
one of the disqualifying grounds enumerated in section III.5 (Definitions) of this Code. 

The removal of independents may also be proposed when a takeover bid, merger or similar corporate operation produces 
changes in the company’s capital structure, in order to meet the proportionality criterion set out in Recommendation 12. 

See headings:   B.1.2, B.1.5 and B.1.26 

Met 

32. Companies should establish rules obliging directors to inform the board of any circumstance that might harm the 
organisation's name or reputation, tendering their resignation as the case may be, with particular mention of any criminal 
charges brought against them and the progress of any subsequent trial. 

The moment a director is indicted or tried for any of the crimes stated in article 124 of the Public Limited Companies Law, the 
board should examine the matter and, in view of the particular circumstances and potential harm to the company's name and 
reputation, decide whether or not he or she should be called on to resign. The board should also disclose all such 
determinations in the Annual Corporate Governance Report. 

See headings:  B.1.43 and B.1.44 

Met 

33. All directors should express clear opposition when they feel a proposal submitted for the board's approval might damage 
the corporate interest. In particular, independents and other directors unaffected by the conflict of interest should challenge 
any decision that could go against the interests of shareholders lacking board representation. 

When the board makes material or reiterated decisions about which a director has expressed serious reservations, then he or 
she must draw the pertinent conclusions. Directors resigning for such causes should set out their reasons in the letter referred 
to in the next Recommendation. The terms of this Recommendation should also apply to the Secretary of the board; director 
or otherwise. 

Met 

34. In the event of the cessation of a director prior to the termination of the appointed period, whether through resignation or 

other reasons, said director must explain the reasons motivating the resignation in writing to all Board members.  
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Irrespective of whether such resignation is filed as a significant event, the motive for the same must be explained in the 

Annual Corporate Governance Report. 

See heading:  B.l.5 

Met 

35. The remunerations policy approved by the Board must define the following concepts, as a minimum: 

a) The amount of the fixed components, itemised where necessary, of board and board committee attendance fees, with 

an estimate of the fixed annual payment they give rise to. 

b) Variable components, in particular: 

i) The types of directors they apply to, with an explanation of the relative weight of variable to fixed 

remuneration items. 

ii) Performance evaluation criteria used to calculate entitlement to the award of shares or share options or 
any performance-related remuneration;  

iii) The main parameters and grounds for any system of annual bonuses or other, non cash benefits; and 

iv) An estimate about the absolute variable remuneration on which the present plan is based, due to the 

beaten aims. 

c) The main characteristics of pension systems (for example, supplementary pensions, life insurance and similar 

arrangements), with an estimate of their amount of annual equivalent cost. 

d) The conditions to apply to the contracts of executive directors exercising senior management functions. Among them: 

i). Duration; 

ii) Notice periods; and 

iii) Any other clauses covering hiring bonuses, as well as indemnities or ‘golden parachutes’ in the event of 

early termination of the contractual relation between company and executive director. 

See heading:   B.1.15 

Explain 

To date, Director remuneration is approved for the following year without an itemised report. Nevertheless, the 

information corresponding to Director remuneration is published in detail for each type of director and 

remuneration in this Corporate Governance Annual Report and in the Financial Statements of the Company and 

the Group. 

36. Remuneration comprising the delivery of shares in the company or other companies in the group, share options or other 

share-based instruments, payments linked to the company's performance or membership of pension schemes should be 

confined to executive directors. 

The delivery of shares is excluded from this limitation when directors are obliged to retain the same until the end of their 

tenure. 

See headings:   A.3  and  B.l.3 

Explain   
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As a result of the volume of the company's revenue, remunerations through the delivery of shares to Directors 

affect both executive and non-executive Directors. This remuneration mechanism, which is employed in order to 

avoid penalising the company’s result, it is always conditioned by the creation of value for the company in future 

by the Directors. It is the Board’s policy to delegate the Company’s ordinary business management to the 

management team and to concentrate its activity on the general supervisory duties, which involve directing the 

Company’s policy, supervising management activities of the directors, making the most important decisions for 

the company and liaising with the shareholders. 
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37. The external directors’ remuneration must compensate the dedication, qualifications and responsibility inherent to each 

post, whilst avoiding reaching sums capable of compromising the corresponding director’s independence. 

Met 

38. In the case of remuneration linked to company earnings, deductions should be computed for any qualifications stated in 

the external auditor’s report. 

Not applicable 

39. In the case of variable awards, remuneration policies should include technical safeguards to ensure they reflect the 

professional performance of the beneficiaries and not simply the general progress of the markets or the company’s sector, 

atypical or exceptional transactions or circumstances of this kind. 

Not applicable 

40. The board should submit a report on the directors’ remuneration policy to the advisory vote of the General Shareholders’ 

Meeting, as a separate point on the agenda. This report can be supplied to shareholders separately or in the manner each company 

sees fit. 

The report is to place particular importance on the remunerations policy approved by the Board for the present year, as well 

as, when applicable, the policy applicable to coming years. It will address all the points referred to in Recommendation 35, 

except those potentially entailing the disclosure of commercially sensitive information. Importance is to be placed on the most 

significant changes to the mentioned polices in relation to the policies applied during the previous fiscal year. It is also to 

include a global summary of the application of the remunerations policy during the mentioned previous fiscal year. 

The role of the Remuneration Committee in designing the policy should be reported to the Meeting, along with the identity of 

any external advisors engaged. 

See heading:  B.1.16 

Explain.  

To date, Director remuneration is approved without a remuneration policy report. The Company intends to submit to 

this matter to the advisory vote of the General Shareholders Meeting as of the next Ordinary General Shareholders 

Meeting. 

41. The notes to the annual accounts should list individual directors' remuneration in the year, including: 

a) A breakdown of the compensation obtained by each company director, to include where appropriate: 

i) Participation and attendance fees and other fixed director payments; 

ii) Additional compensation for acting as chairman or member of a board committee; 

iii) Any payments made under profit-sharing or bonus schemes, and the reason for their accrual; 

iv) Contributions on the director’s behalf to defined-contribution pension plans, or any increase in the 

director’s vested rights in the case of contributions to defined-benefit schemes; 
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v) Any severance packages agreed or paid; 

vi) Any compensation they receive as directors of other companies in the group; 

vii) Any compensation they receive as directors of other companies in the group; 
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viii) Any kind of compensation other than those listed above, of whatever nature and provenance within the 

group, especially when it may be accounted a related-party transaction or when its omission would detract 

from a true and fair view of the total remuneration received by the director. 

b) An individual breakdown of deliveries to directors of shares, share options or other share-based instruments, itemised 

by: 

i) Number of shares or options awarded in the year, and the terms set for their execution; 

ii) Number of options exercised in the year, specifying the number of shares involved and the exercise price; 

iii) Number of options outstanding at the annual close, specifying their price, date and other exercise 

conditions; 

iv) Any change in the year in the exercise terms of previously awarded options. 

c) Information on the relation in the year between the remuneration obtained by executive directors and the company’s 

profits, or some other measure of enterprise results. 

Explain 

The provisions of the Law are applicable. The aggregate remuneration amounts are presented in the Financial 

Statements of the individual company and of the Consolidated Group. This Annual Corporate Governance Report 

details this information according to the type of director and type of remuneration. 

42. When the company has an Executive Committee, the breakdown of its members by director category should be similar to 

that of the board itself. The Secretary of the board should also act as secretary to the Executive Committee. 

See headings:   B.2.1 and B.2.6 

Not applicable 

43. The board should be kept fully informed of the business transacted and decisions made by the Executive Committee. To 

this end, all board members should receive a copy of the Committee’s minutes. 

Not applicable 

44. The Board of Directors must, in addition to the Audit Committee required by the Stock Market Law, create an 

Appointment and Remuneration Committee, or two separate committees, from among its members. 

The rules governing the make-up and operation of the Audit Committee and the committee or committees of Appointment 

and Remuneration should be set forth in the board regulations, and include the following: 

a) The Board of Directors should appoint the members of such committees with regard to the knowledge, aptitudes and 

experience of its directors and the terms of reference of each committee; discuss their proposals and reports; and be 

responsible for overseeing and evaluating their work, which should be reported to the first board plenary following each 

meeting; 

b) These committees should be formed exclusively of external directors and have a minimum of three members. The 

above is to be interpreted notwithstanding the attendance of executive directors or senior managers, in the event of the 

presence of such figures being expressly agreed upon by the Committee members. 

c) Committees should be chaired by an independent director. 
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d) They may engage external advisors when they feel this is necessary for the discharge of their duties. 

e) Meeting proceedings should be minuted and a copy sent to all board members. 
See headings:  B.2.1 and B.2.3 
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Partially Met.  

 

Point b) is not met, since although the Appointment and Remuneration Committee is chaired by an Independent 

Director, the rest of the Committee is made up of Executive Directors. 

45. The job of supervising compliance with internal codes of conduct and corporate governance rules should be entrusted to 

the Audit Committee, the Appointment Committee or, as the case may be, separate Compliance or Corporate Governance 

committees. 

Explain. 

In accordance with article 29 of the Board of Directors Regulations and in compliance with Natraceutical S.A.’s 

Internal Code of Conduct, these duties currently correspond to Secretary of the Board. 

46. All members of the Audit Committee, particularly its chairman, should be appointed with regard to their knowledge and 

background in accounting, auditing and risk management matters. 

Met 

47. Listed companies should have an internal audit function, under the supervision of the Audit Committee, to ensure the 

proper operation of internal reporting and control systems. 

Explain 

In 2009, the post of internal auditor was not covered. The company is currently immersed in the corresponding 

selection process aimed at covering this post. 

48. The person responsible for the internal audit must present an annual work plan to the Audit Committee; he/she is to 

directly report any incidents that may arise during the preparation of the same; and he/she is to present an activities report at 

each year end. 

Explain 

In 2009, the post of internal auditor was not covered. The company is currently immersed in the corresponding 

selection process aimed at covering this post. 

49. Control and risk management policy should specify at least: 

a) The different types of risk (operative, technological, financial, legal, reputation, etc.) faced by the company, including 

contingent liabilities and other off-balance sheet risks; 

b) The determination of the risk level the company sees as acceptable. 

c) Measures in place to mitigate the impact of risk events should they occur. 

d) The internal reporting and control systems to be used to control and manage the above risks, including contingent 

liabilities and off-balance-sheet risks. 
See Headings: D 

Met 
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50. The Audit Committee should: 

1st With respect to internal control and reporting systems: 

a) Monitor the preparation and the integrity of the financial information prepared on the company and, where 

appropriate, the group, checking for compliance with legal provisions, the accurate demarcation of the 

consolidation scope, and the application of accounting principles. 
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. 

b) Review internal control and risk management systems on a regular basis, so main risks are properly 

identified, managed and disclosed. 

c) Monitor the independence and efficacy of the internal audit function; propose the selection, appointment, 

reappointment and removal of the head of internal audit; propose the department’s budget; receive regular 

report-backs on its activities; and verify that senior management are acting on the findings and 

recommendations of its reports. 

d) Establish and supervise a mechanism whereby staff can report, confidentially and, if necessary, 

anonymously, any irregularities they detect in the course of their duties, in particular financial or accounting 

irregularities, with potentially serious implications for the firm. 

2nd With respect to the external auditor: 

a) Make recommendations to the board for the selection, appointment, reappointment and removal of the 

external auditor, and the terms and conditions of his engagement. 

b) Receive regular information from the external auditor on the progress and findings of the audit 

programme, and check that senior management are acting on its recommendations. 

c) Monitor the independence of the external auditor, to which end: 

i) The company should notify any change of auditor to the CNMV as a significant event, 

accompanied by a statement of any disagreements arising with the outgoing auditor and the 

reasons for the same. 

ii) The Committee should ensure that the company and the auditor adhere to current regulations on 

the provision of non-audit services, the limits on the concentration of the auditor’s business and, in 

general, other requirements designed to safeguard auditors’ independence; 

iii) The Committee should investigate the issues giving rise to the resignation of any external 

auditor. 

 

d) In the case of groups, the Committee should urge the group auditor to take on the auditing of all 

component companies. 

See headings:  B.1.35,   B.2.2,   B.2.3 and D.3  

Met 

51. The Audit Committee should be empowered to meet with any company employee or manager, even ordering their 

appearance without the presence of another senior officer. 

Met 

52. The Audit Committee should prepare information on the following points from Recommendation 8 for input to board 

decision-making: 

a) The financial information that all listed companies must periodically disclose. The Committee should ensure that 

interim statements are drawn up under the same accounting principles as the annual statements and, to this end, may ask 

the external auditor to conduct a limited review. 

b) The creation or acquisition of shares in special purpose vehicles or entities resident in countries or territories 

considered tax havens, and any other transactions or operations of a comparable nature whose complexity might impair 
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the transparency of the Group. 

c) Related-party transactions, except where their scrutiny has been entrusted to some other supervision and control 

committee. 
See headings:   B.2.2 and B.2.3 

Met 
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53. The Board of Directors should seek to present the annual accounts to the General Shareholders' Meeting without 

reservations or qualifications in the audit report. Should such reservations or qualifications exist, both the Chairman of the 

Audit Committee and the auditors should give a clear account to shareholders of their scope and content. 

See heading:  B.1.38 

Met 

54. The majority of Appointment Committee members – or Appointment and Remuneration Committee members as the case 

may be – should be independent directors. 

See heading:   B.2.1 

Explain.  

Two of the three members of the Appointment and Remuneration Committee are proprietary directors but they are 

not independent, as at year end 2010 there is only one independent Director on the Board. During 2011, the 

Company will make all efforts to fill such vacancy. 

55. The Appointment Committee should have the following functions in addition to those stated in earlier recommendations: 

a) Evaluate the balance of skills, knowledge and experience on the board, define the roles and capabilities required of the 

candidates to fill each vacancy, and decide the time and dedication necessary for them to properly perform their duties. 

b) Examine or organise, in appropriate form, the succession of the chairman and chief executive, making 

recommendations to the board so the handover proceeds in a planned and orderly manner. 

c) Report on the senior officer appointments and removals which the chief executive proposes to the board. 

d) Report to the board on the gender diversity issues discussed in Recommendation 14 of this Code. 
See heading:  B.2.3 

Met 

56. The Appointment Committee should consult with the company’s Chairman and chief executive, especially on matters 

relating to executive directors. 

Any board member may suggest directorship candidates to the Appointment Committee for its consideration. 

Met 

57. The Remuneration Committee should have the following functions in addition to those stated in earlier recommendations: 

a) Make proposals to the Board of Directors regarding: 

i) The remuneration policy for directors and senior officers; 

ii) The individual remuneration and other contractual conditions of executive directors.  

iii) The standard conditions for senior officer employment contracts. 

b) Oversee compliance with the remuneration policy set by the company. 

See headings:  B.l.14 and B.2.3 
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58. The Remuneration Committee should consult with the Chairman and chief executive, especially on matters relating to 

executive directors and senior officers. 

Met 

G – OTHER RELEVANT INFORMATION 

List and explain below the contents of any relevant principles or aspects of corporate governance applied by the company 

that have not been covered by this report. 

On 18/02/2011, the Board of Directors appointed, by cooptation and on the proposal of the shareholder Kutxa Bilbao 

Vizcaya, Maria Teresa Lozano Jimenez as replacement for Alicia Vivanco. 

On March 31, 2011, Francisco Adsera Gebellí, CEO of the Company, resigned from his post citing personal reasons, 

including a desire to pursue new professional projects and the reduction of the expenses allocated to the Natraceutical 

management team. 

Likewise, on the same date, José Manuel Serra Peris resigned as a Director in the Company due to his growing 

professional responsibilities in other companies.  

In view of these vacancies, the Board of Directors approved on the same date the interim appointment of Eric Bendelac as 

a member of the Board, the appointment of Natra SA as non-executive Chairman of the company and the appointment of 

Felix Revuelta Board as Vice-Chairman of the Board of Directors. 

Thus, the Board of Natraceutical SA, is constituted as follows: 

- Non-executive Chairman: Natra SA, represented by Manuel Moreno Tarazona. 

- Vice Chairman: Felix Fernandez Revuelta, designated by Grupo Kiluva. 

- Chief Executive: François Gaydier. 

- Member: M Teresa Jiménez Lozano, designated by Bilbao Bizkaia Kutxa. 

- Member: BMS Promoción y Desarrollo SL, represented by José Luís Navarro. 

- Member: Eric Bendelac, director of Natraceutical. 

This section may include any other relevant but not re-iterative information, clarification or detail related to previous sections 

of the report. 

Specifically indicate whether the company is subject to corporate governance legislation from a country other than Spain 

and, if so, include the compulsory information to be provided when different from that required by this report. 

Binding definition of independent director: 
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List any independent directors who have or have had a relationship with the company, its significant shareholders or managers, 

which are of a sufficiently significant nature or important to determine that the directors may not be deemed independent as per the 

definition included in point 5 of the Unified Good Governance Code: 
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NO 

Date and signature: 

This Annual Corporate Governance Report was approved by the Company’s Board of Directors at its Meeting on 

31/03/2011 

Indicate whether any Directors voted against or abstained in relation to the approval of this report. 

NO 
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