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Auditors report on the consolidated

financial statements
Year ended December 31, 2001

In accordance with our appointment as auditors by your
Annual General Meeting, we have audited the accom-
panying consolidated financial statements of Pinault-
Printemps-Redoute presented in euros for the year
ended 31 December 2001.

The consolidated financial statements are the respon-
sibility of the Board of Directors. Our role is to express
an opinion on these financial statements, based on our
audit.

We conducted our audit in accordance with profes-
sional standards applicable in France. Those standards
require that we plan and perform the audit to obtain
reasonable assurance that the consolidated financial
statements are free of material misstatement. An audit
inctudes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting
principles used and significant estimates made by
management, as well as evaluating the overall finan-
cial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements
give a true and fair view of the financial position and the
assets and liabilities of the Group as at 31 December
2001 and the results of its operations for the year then
ended in accordance with accounting principles gener-
ally accepted in France.

We have also performed certain procedures on the
financial information given in the Group’'s management
report, in accordance with professional standards
applicable in France. We have no matters to report
concerning the fairness of this information or its
consistency with the consolidated financial statements.

Paris, March 7, 2002
The Auditors

KPMG Audit
Department of KPMG SA
Gérard Riviere

Deloitte Touche Tohmatsu

Didier Taupin

This is a free translation of the original French text for information purposes anly.



Consolidated income statement
For the years ended December 31, 2001, 2000 and 1999

e

Net sales 24,7612 19,5293 189116
Cost of sales {15,173.8) (12,123.6) (12,106.0)
Gross margin 0,6: 9,587.4 1405.7 6,805.6
Payroll expenses 3 (3,7541) - {3.351.3) 2,632.2) (2,544.2)
Other operating income and expenses 3 ! {4,348.9) (3,294.3) (3.056.7)
Operating income ‘ 1,887.2 1,479.2 1,204.7
EBITDA : ‘ ‘: 2,286.0 1,773.0 1,475.9
Net financial expenses 4 - : (4178) (262.4) (155.0) {64.5)
income from ordinary activities before taxes 1,5505 L 1,624.8 1,324.2 1,140.2
Non-recurring items 5 ,‘l“-’:;(l;‘»3.0) :‘ . _;‘ 27.0) (34.6) (26.7)
Income taxes 6 @int (%3 (3313) (268.0)  Consoligated
SR financial
Employee profit-sharing @42 statements
Net income of consolidated companies 1.2385 958.3 801.3 i
Share in eamnings of equity affiliates 12 6.3 5.0 138.3
Amortisation of goodwill (118.6) 97.1) (89.5)
Net income before minority interests 1,126.2 866.2 850.0
Minority interests 18 359.2 2317 2243
Attributable net income 7 167.0 §28.5 625.7
Earnings per share (in €) 7 6.46 5.32 5.30
Fully diluted earnings per share (in €) 7 6.37 5.30 5.27

[*) 1999 financial statements restated in accordance with regulation n° 99-02 of the French Accounting Regulations Committee ["Comité de la Régle-
mentation Comptable”).



Consolidated balance sheet
As at December 31, 2001, 2000 and 1999

Fixed assets

Goodwill 9 44117 3,242.6 3,068.8
Other intangible assets 10 52124 3,609.7 3,594.3
Property, plant and equipment n . 2,669.7 : 2,308.1 1,924.0 1,662.2
Long-term investments
Investments in equity affiliates 12 369 411 551.1
Non-consolidated investments 13 2576 947 98.3
Other investments (1) 14 336.6 2317 155.8
631.1 3735 805.2
Total fixed assets 12,563.3 9,149.8 81305
Current assets
Inventories and wark-in-progress 15 3,659.5 2,9429 2,924
Operating receivables @) 16 3,938.5 3,398.7 3,326.9
Customer loans 2 16 54133 53115 -
Non-operating receivables @ 16 915.3 586.9 643.5
Cash and cash equivalents 1 5,219.6 49375 4,348.8
Total current assets 19.146.2 171778 11,2439
Total assets 31,709.5 26,3213 20,374.4
(1) Including due within less than one year: 276.3 2113 80.5 395
(2) Including due after more than one year: 2,053.9 2,002.0 1,896.2 924

[*) 1999 financial statements restated in accordance with regutation n® 99-02 of the French Accounting Regulations Committee ("Comité de la Régle-
mentation Comptable”}.
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Auditors” report on the consolidated

financial statements
Year ended December 31, 2001

In accordance with our appointment as auditors by your
Annual General Meeting, we have audited the accom-
panying consolidated financial statements of Pinault-
Printemps-Redoute presented in euros for the year
ended 31 December 2001.

The consolidated financial statements are the respon-
sibility of the Board of Directors. Our role is to express
an opinion on these financial statements, based on our
audit.

We conducted our audit in accordance with profes-
sional standards applicable in France. Those standards
require that we plan and perform the audit to obtain
reasonable assurance that the consolidated financial
statements are free of material misstatement. An audit
inctudes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting
principles used and significant estimates made by
management, as well as evaluating the overall finan-
cial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements
give a true and fair view of the financial position and the
assets and liabilities of the Group as at 31 December
2001 and the results of its operations for the year then
ended in accordance with accounting principles gener-
ally accepted in France.

We have also performed certain procedures on the
financial information given in the Group’s management
report, in accordance with professional standards
applicable in France. We have no matters to report
concerning the fairness of this information or its
consistency with the consolidated financial statements.

Paris, March 7, 2002
The Auditors

KPMG Audit
Department of KPMG SA
Gérard Riviére

Deloitte Touche Tohmatsu

Didier Taupin

This is a free translation of the original French text for information purposes only.



Consolidated income statement
For the years ended December 31, 2001, 2000 and 1999

Notes - . 2001 2000 1999 1999
. . ) New Published

[ € mitions) - HRAR P R o - S . Standards® o
Net sales 21,7985 24,7612 19,529.3 18,911.6
Cost of sales (17,170.8) (15173.8) (12,123.6) {12,106.0)
Gross margin } 106217 9,587.4 1,405.7 6,805.6
Payroll expenses 3 (3,754.1) (3.351.3) {2,632.2) (2,544.2)
Other operating income and expenses 3 {4,895.3) {4,348.9) (3,204.3) {3,056.7)
Operating income 1,978.3 1,887.2 1,479.2 1,204.7
EBITDA : 2,416.8 2,286.0 1,773.0 14759
Net financial expenses 4 : 417.8) (262.4) (155.0) (64.5)
Income from ordinary activities before taxes ‘ 1,560.5 1,624.8 1,324.2 1,140.2
Non-recurring items 5 (33.0) (27.0) (34.6) {26.7)

Income taxes 6 ‘ (291.7) {359.3) (331.3) (268.0) CO{‘SO"""’“)“
financial
Employee profit-sharing . i (44.2) statements
Net income of consolidated companies 1,235.8 1,238.5 958.3 801.3 ‘.

Share in earnings of equity affiliates 12 6.6 6.3 5.0 138.3
Amortisation of goodwitl (149.0) (118.6) (97.1) (89.6)
Net income before minority interests 1,003.4 1,126.2 866.2 850.0
Minority interests 18 f 340.7 ' 359.2 2317 224.3
Attributable net income 7 752.7 767.0 628.5 625.7
Earnings per share (in €) 7 6.32 6.46 532 5.30
Fully diluted earnings per share (in €) 1 6.21 6.37 5.30 5.27

(*] 1999 financial statements restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee {"Comité de la Régle-
mentation Comptable”].



Consolidated balance sheet
As at December 31, 2001, 2000 and 1999

ASSETS © L Notes 2001 2000 1999 1999
LT Felo Ao _ New Published :
| i € miltons) e o e R Standards* ‘ :

Fixed assets

Goodwill 9 52919 44117 32428 3.068.8
Other intangible assets 10 6,496.1 52124 3,609.7 3,943
Property, plant and equipment 1 2,667 - 2,308.1 1,924.0 1,662.2

Long-term investments

Investments in equity affiliates 12 76.6 36.9 111 55611
Non-consalidated investments 13 1519 2576 947 983
Other investments (V) 14 453.5 3366 2317 155.8
682.0 631.1 373.5 805.2

Total fixed assets 15.139.7 12,5633 9,149.8 9,130.5

Current assets

Inventories and work-in-progress 15 3,8226 3,659.5 29429 29247
Operating receivables 16 3,778.8 39385 3,398.7 3.326.9
Customer loans (2 16 5,440.1 5413.3 53115 -
Non-operating receivables (& 16 1,088.8 9153 586.9 643.5
Cash and cash equivalents 17 5,709.2 5,219.6 4,937.5 43488
Total current assets 19,839.5 19,146.2 17,1715 11,243.9
Total assets 34,979.2 31,709.5 26,327.3 20,374.4
(1) Including due within less than one year: 276.3 2113 80.5 395
{2) Including due after more than one year: 2,053.9 2,002.0 1,896.2 924

{*11999 tinancial statements restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee ("Comité de la Régle-
mentation Comptable™).



LIABILITIES AND SHAREHOLDERS' EQUITY- . . Notes . . 2001 - 2000 1998 . 1999

D SR o o o i ) New Published
fm€mions) - w el Twii T e ‘ . Standards® ;
Shareholders' equity
Share capital ' 4896 362.2 363.4 363.4
Additional paid-in capital 1,781.9 1,299.8 1,439.4 1,439.4
Cumulative translation adjustments . 838.3 504.6 253.1 253.2
Consolidated reserves 1,8236 1,424.3 906.0 1,033.9
Attributable net income for the year . 7827 767.0 628.5 625.7
Shareholders’ equity - Group share 5,692.1 ' 43519 3,590.4 3,715.6
Minority interests 18 2,867.9 3,021.5 2,707.5 2,639.5
Consolidated shareholders’ equity - 85600 7,379.4 86,2979 6,355.1
Reserves for contingencies and losses
Retirement and related commitments () 19 149.4 ‘ 1488 106.6 101.8 Consolidated
Other reserves for contingencies and losses 1) 20 660.4 659.3 749.7 533.7 financial
statements
809.8 808.1 856.3 635.5 ] :
Liabilities i ‘
Net borrowings excluding customer loans @ 12,128.0 10,706.8 7,979.2 7,780.2 —
Financing of customer loans (2 16 5421.7 5,245.2 4,604.3 -
21 17,547 - 15,952.0 12,583.5 1,780.2
Operating payables (3) 22 6,607.3 6,190.4 50343 4,917
Customer deposits () 22 : 184 168.1 707.2 -
Non-operating payables (3} 22 | 1,434.0 1,2115 848.1 686.5
25,609.4 23,5220 19,1731 13,383.8
Total liabilities and shareholders’ equity , 34.9719.2 31,7085 26,321.3 20,3744
(1) Including due within less than one year: 3442 2436 216.1 191.9
(2) Including due within tess than one year: 89479 8,345.2 6,764.3 3,816.1
(3) Including due after more than one year: 139.0 2150 3325 14315

(*} 1999 financial statements restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee {"Comité de la Régle-
mentation Comptable].



Consolidated cash flow statement

For the years ended December 31, 2001, 2000, and 1999

Notes 2001 2000 1999 1999

) New Published ‘
fin € mitions) . Standards® |
Net income of consolidated companies 1,235.8 1,2385 958.3 801.3
Dividends received from equity affiliates 6.6 38 35 248.2
Other non-cash movements 205.5 253.5 245.6 2178
Net cash from operating activities
before changes in working capital 8 1,441.9 1.495.8 1,207.4 1.267.3
Changes in working capital 8 360.9 {(173.6) (0.2) 39.0
Changes in customer loans 8 (151.5) (304.7) (516.5 0.0
Net cash from operating activities 1.657.3 1,017.5 690.7 1,306.3
Acquisitions of tangible and intangible assets (872.7) (731.9) (557.8) (531.3)
Disposals of tangible and intangible assets 265.8 81.4 439 439
Net operating investments 8 (606.8) {650.5) (513.9) (487.4)
Net financial investments 8 (1,819.3) (2973.5) (523.5) (1,027.8)
Net cash used by investing activities (2,426.1) (3,624.0) (1,037.4) (1,515.2)
Changes in borrowings ’ 1,226.4 2,716.6 44513 3.598.1
Capita! increase 8 503.3 185.4 59.9 59.9
Dividends paid by Pinault-Printemps-Redoute, parent company (254.3) {209.0) (168.3) {168.3)
Dividends paid to minority interests (393.1) (68.6) {61.1) (55.9)
Net cash from financing activities 1,082.3 2,624.4 42818 3,433.8
Impact of changes in exchange rates 176.1 264.2 256.2 256.5
Net increase in cash and cash equivalents 489.6 2821 4,191.3 34814
Cash and cash equivalents at beginning of the year 17 5,219.6 4,931.5 867.4 867.4
Impact on opening 1999 of the new consolidation standards (121.2)
Cash and cash equivalents at end of the year 17 5709.2 52195 4,937.5 4,348.8

(*}1 1999 financial staterents restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee [“Comité de la Régle-

mentation Comptable™].



Consolidated statements of changes
in shareholders’ equity '

Before income appropriation Numbgr of shares Share Additional Cumulative Consoli-  Consolidated shareholders’ equity
' . o outstanding quital - paid-in _transiation dated Group  Minority Total
fn.€ mitlons) .. . LA »_';_ Lm b cap.ital “adjustments _reserves share interests
At January 1, 1999 117,437,590 3581 1,1906 (138.7) 11,6757 3,085.7 6222 37079
Capital Increase/Decrease 531,507 17 123 14.0 140
Guilbert tender offer 1,206,003 36 236.5 (3713 (137.2) (137.2)
Dividends paid (168.3) (168.3) (346)  (2029)
Treasury stock (387,650) {96.2) (96.2) (96.2)
Cumulative translation adjustments 391.9 3919 157.8 549.7
Net income for the year 625.7 625.7 224.3 850.0
Changes in Group structure 00 16698 16698
At December 31,1999 published 118,793,450 3634 1,4394 253.2 16596 37156 26395 63551
Impact of changes in method
on opening shareholders’ equity 0.1) (125.1) (125.2) 68.0 (57.2)
At December 31, 1999 adjusted” 118,793,450 3634 14394 2531 1,5345 35804 27075 62979 005222;‘;('9“
Capital Increase/Decrease (401,795) (1.2) (139.6) 26 (138.2) (138.2) lalemnls
Dividends paid {209.0) (209.0) (66.6) (275.6)
Treasury stock 387,650 96.2 96.2 96.2
Cumulative translation adjustments - 2515 251.5 82.8 3343
Net income for the year 767.0 767.0 3592 11262
Changes in Group structure 0.0 (61.9) (61.4)
At December 31, 2000 adjusted 118,779,305 3622 11,2998 5046 2,191.3 43579 30215 73794
Capital Increase/Decrease 3,615,175 1274 488.1 (113.3) 502.2 ’ 502.2
Dividends paid (254.3) (254.3) (231.6) (485.9)
Treasury stock (370) (VA)] (0.1) 0.1)
Cumulative translation adjustments 3337 3337 100.0 433.7
Net income for the year 7527 7521 340.7 1,093.4
Changes in Group structure 0.0 (362.7) 362.7)
At December 31, 2001 @) 122,394,110 4896  1,787.9 8383 2576.3 56921 28679  8560.0

(1] Par value of shares set at € 4 pursuant to the management board decision of August 30, 2001.

{21 Number of outstanding shares including treasury stock: 122,394,480.

{*] 1999 financial statements restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee ["Comité de la Régle-

mentation Comptable”].




Information by division

Retail : Lgxgry Business  Credit and Misc. Eliminations Consolidated
; ‘ ) T . Goods toBusiness .- Financial . . Total !
n€amions) LD e T T . Services ‘ o - |
2001
Net sales 11,9531 . 25416 125199 799.8 236 (39.5) 27,7985
Operating income 530.5 4033 21 21.2 0.6 1,978.3
Operating cash flow 817.2 511.3 792.2 308.2 48 24337
Net operating investments (324.0) (326.6) (31.2) (24.2) 99.2 (606.8)
Operating fixed assets 5,252.9 5179.3 37842 218.8 429 (20.4) 144517
Operating working capital 4117 519.8 9478 (31.3) 9.8 (20.7 994.1
Customer loans net of deposits 5421.7 54217
Average number of employees 50,677 9,482 45,998 1,202 212 107,5M
2000
Net sales 10,7714 2,210 11,056.3 M 220 (397 247612
Operating income 562.2 4194 6779 240.2 (12.8) 1,887.2
Operating cash flow 7478 484.2 7799 263.3 (5.1 2,270
Net operating investments {294.9) (193.2) {(148.5) 4.3 (9.5) (650.5)
Operating fixed assets 4,245.0 3,668.2 3,658.8 250.8 1301 207 11,9322
Operating working capital (133.6) 3207 1,224.6 (20.9) 6.6 1.2 1,407.6
Customer toans net of deposits 5.245.2 5,245.2
Average number of employees 46,510 1,531 41,867 1,284 202 97,394
1999 New Standards™®
Net sales 9,363.3 785.3 87412 662.2 15 (30.2) 195293
Operating income 491.0 1739 590.6 2233 0.4 1,479.2
Operating cash flow 629.3 199.6 682.4 259.6 6.7 1,777.6
Net operating investments (326.9) (67.4) (106.1) (9.6) (39 - (513.9)
Operating fixed assets 4,031.0 1,967.7 2,389.5 281.0 128.3 (21.2) 8,776.3
Dperating working capital (261.6) 202.5 1,395.5 (13.4 6.2) 9.4) 1,307.4
Customer loans net of deposits 4,604.3 4,604.3
Average number of employees 43,039 2,210 33,160 890 131 79,430

(*] 1999 financial statements restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee (“Comité de la Régle-
mentation Comptable”].

Internet activities are included in the divisions,



Information by geographic area

The following information is based on the countries in which fully consolidated subsidiaries are located or
conduct their operations. The breakdown of sales by destination is not materially different from the breakdown
by location of the subsidiaries.

. o . france - Europe ~ Americas Africa Oceania Asia Consolidated
"'ﬁnemunanrs),v:& A e e L e e o . total
2001
Net sales (1 12,598.6 6,613.2 5,900.3 1,151.4 601.9 933.1 27,798.5
Operating income 928.8 433.5 235.8 91.3 353 253.6 1,978.3
Operating fixed assets 5,894.1 5791.7 2,369.1 114.4 145.9 1425 14,4577
Average number of employees 53,340 25,624 16,123 7,863 2211 2,410 107,571
2000
Net sales (1 11,7511 5,563.0 5,085.4 982.2 611.0 7685 247612
Operating income 888.0 3747 3208 79.3 40.1 184.3 1,887.2
Operating fixed assets 47422 4,201.0 2,401.1 107 156.4 3208 11,9322
Average number of employees 50378 20699 14,203 7,825 2,149 2740 97394 C"f’i‘:g:;aa““‘“

tat
1999 New Standards™ sta cmets

Net sales (0 10,3871 4,346.0 31709 783.8 5229 3186 19,5293
Operating income 828.6 296.5 176.5 63.4 35.4 788 1,479.2
Operating fixed assets 39722 3,096.5 14193 67.7 143.8 76.8 8,776.3
Average number of employees 43,888 16,961 10,346 5,297 2,031 907 79,430

{1} Exports from France to Africa and the French overseas departments and territories, totalling € 456.3 million in 2001, € 419.7 million in 2000 and
€ 358.4 million in 1999, have been eliminated from the "France” column.

[*] 1999 financial statements restated in accordance with regulation n® 99-02 of the French Accounting Regulations Committee ("Comité de la Régle-
mentation Comptable”),



Notes to the consolidated financial statements

1 - Summary of significant
accounting policies

The consolidated financial statements have been
prepared in accordance with the French Accounting
Regulation Committee ["Comité de la Réglementation
Comptable”] [CRC) regulation No. 99-02.

The financial statements of consolidated companies
prepared in accordance with local accounting principles
have been restated to comply with the principles and
policies applied by the Group.

The consolidated financial statements have been
prepared according to presentation and valuation rules
that are identical to those of the previous reporting
period.

To enable meaningful year-on-year comparisons, the
financial statements for the year ended December 31,
1999 (1999 published accounts) were restated in 2000,
in order to comply with the new regulations governing
consolidated financial statements [new norms for 1999
financial statements). The impact of the new method-
ology applied in preparing the consolidated financial
statements was explained in Note 1-22 in the 2000
annual report.

As allowed by regulation n® 99-02, the Group opted not
to adjust retroactively for acquisitions and disposals
that occurred prior to January 1, 2000.

1-1. CONSOLIDATION

Material subsidiaries or subsidiaries representing a
strategic investment that are controlled exclusively by
the Pinautt-Printemps-Redoute Group are fully consol-
idated.

Companies in which the Pinault-Printemps-Redoute
Group exercises significant influence over manage-
ment and financial policies are accounted for by the
equity method.

Investments meeting the above criteria, but which are
acquired with the intention of being sold in the foresee-
able future are stated at cost, less any allowances for
impairment in value. Investments in companies in
which the Group no longer exercises significant influ-
ence are deconsolidated and stated at the lower of the
Group’s share in net assets at the date of deconsolida-
tion and fair value.

Material transactions, together with assets and liabili-
ties between fully consolidated subsidiaries are elimi-
nated. Profits and losses on transactions between fully
conseolidated subsidiaries are also eliminated. Profits
and losses on transactions with companies accounted
for by the equity method are eliminated on the basis of
the Group’s interest in their capital.

All Group subsidiaries are consolidated based on
annual or interim financial statements at December 31,
with the exception of the Gucci group, a listed company
with a January 31 year-end, consolidated based on
financial statements for the twelve months ended Octo-
ber 31, 2001.

In the consolidated income statement, companies
acquired during the year are consolidated as from the
date of acquisition, and companies divested during the
year are consolidated up to the date of divestment.

Information regarding the main changes in Group
structure is given in Note 2-3.

1-2. FULL CONSOLIDATION OF CREDIT
AND FINANCIAL SERVICES DIVISION SUBSIDIARIES

a. Presentation policies

Components of “ordinary banking income” have been
allocated to the various items included in the Group's
operating income, while operating items have been
classified under consolidated operating income. Assets
and liabilities are allocated to the relevant headings in
the consolidated balance sheet, with customer loans
and deposits presented separately.

The Credit and Financial Services Division's contribu-
tion is presented in the table on Information by Division.

b. Valuation policies

Currency and interest rate swaps are accounted for in
accordance with Comité de la Réglementation Bancaire
et Financiére (CRBF) regulation 90-15 (as amended).
Income and expenses are recorded in the income
statement on an accruals basis representing their net
amount. A reserve is booked for unrealised losses on
interest rate swaps treated as trading transactions,
based on the estimated market value of the swaps at
the year-end. Unrealised gains and losses on contracts
used as overall hedges of interest rate risk are not
recognised.




Securities transactions are recorded in accordance
with amended CRBF regulation 90-01 and The Banking
Commission Instruction n® 94-07. Securities are valued
at their market price at the year-end.

Reserves for loan losses are recorded in respect of
customer loans to cover the estimated probable loss,
determined on a statistical basis.

c. Definition of Group Net Indebtedness

Due to full consolidation of the Credit and Financial
Services Division, borrowings now include the funding
of customer loans. However, the Group's net indebted-
ness represents borrowings net of cash and cash
equivalents, excluding loans to customers of the Credit
and Financial Services Division.

1-3. TRANSLATION OF THE FINANCIAL STATEMENTS
GF FOREIGN SUBSIDIARIES

The financial statements of foreign subsidiaries are
translated into euros as follows:

- balance sheet items are translated at the year-end
exchange rate,

- income statement items and changes in cash are
translated at the average rate for the year,

- foreign exchange differences arising from the change
in rates from the previous year to the current year as
well as the difference arising from the conversion at
year-end rates of items previously converted at average
rates are recorded as a separate component of share-
holders’ equity, under "Cumulative translation adjust-
ments”,

- foreign exchange differences relating to foreign
currency borrowings used to finance investments or
permanent advances to foreign subsidiaries are
recorded under “Cumulative translation adjustments”
included in consolidated shareholders’ equity.

1-4. FOREIGN CURRENCY TRANSACTIONS

Transactions denominated in foreign currencies are
translated at the exchange rate prevailing on the trans-
action date or at the currency hedge rate, where appli-
cable.

At the year-end, assets and liabilities denominated in
foreign currencies that have not been hedged are
translated at the year-end exchange rate.

Unrealised gains and losses resulting from these
translations are included in interest income.

1-5. CURRENCY AND INTEREST RATE INSTRUMENTS

The Group uses various financial instruments to reduce
its exposure to currency and interest rate risk. The
instruments used are all listed on organised markets
or are purchased from or sold to leading counterpar-
ties in over-the-counter transactions.

The accounting treatment of currency and interest rate
instruments is as follows:

a. Forward foreign exchange contracts

Forward foreign exchange contracts are performed in
order to hedge currency risks on commercial transac-
tions recorded in the balance sheet and future transac-
tions that are the subject of a firm commitment.

Gains and losses on these contracts are recognised on
a symmetrical basis with the loss or gain on the hedged
transaction.

b. Interest rate swaps

Income and expenses generated by interest rate swaps
used to hedge financial assets and liabilities are
recorded on a symmetrical basis with the expense or
income on the hedged item.

Swaps that do not qualify as effective hedges of interest
rate risks are estimated at market value. A reserve is
booked for any unrealised losses, and unrealised gains
are not recognised.

c. Other financial instruments

Income and expenses on all other financial instru-
ments used for hedging purposes are recorded on a
symmetrical basis with the expense or income on the
hedged item.

Financial instruments traded over-the-counter that do
not qualify as effective hedges are estimated at market
value. A reserve is booked for any unrealised losses,
and unrealised gains are not recognised.

Financial futures and options are reported as off-
balance sheet commitments at their nominal value
(Note 25).

The accounting policies applied by financial services
companies are presented in Note 1-2.
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1-6. GOODWILL

At the time of acquisition of consolidated subsidiaries,
the identifiable assets and liabilities acquired are
valued based on their prospective use. Assets which
are not used in the business are stated at their market
value. Assets used in the business are stated at their
fair value to the Group. Additional fair value adjust-
ments may be made during the year fotlowing the date
of acquisition.

The Group applies the partial revaluation method to
record the impact of valuation at fair value of identifi-
able assets. The corresponding assets are therefore
recognised on the balance sheet on the basis of the
Group’s interest.

The difference between the cost of the shares, inctud-
ing purchasing expenses, and the Group’s share in the
underlying identifiable net assets at the date of acqui-
sition, is recorded on the assets side of the balance
sheet under "Goodwill” [Note 9).

Goodwill is generally amortised on a straight-line basis
over 40 years, except in cases where a shorter period is
considered more appropriate based on the assump-
tions used and the objectives set at the time of acquisi-
tion of the shares.

1-7. OTHER INTANGIBLE ASSETS

In view of the nature of the Group’s businesses, brands,
trademarks, market share and goodwill may represent
substantial identifiable assets following the take-over
of consolidated subsidiaries.

These items can be separately identified and changes
in their vatlue can be measured. Their value is deter-
mined by independent experts based on sales and
operating margin (Note 10).

The Group takes appropriate action to preserve the
value of these intangible assets, and in the case of a
permanent impairment in vatue, an allowance is
booked by way of a charge against income. Their value
is reviewed at regular intervals using the same meth-
ods as at the time of acquisition.

The Group also assesses the consistency of the carry-
ing value of goodwill and other intangible assets by
comparing the net book value of the relevant company
in the consolidated financial statements with the
company’s fair value to the Group. Fair value to the
Group is estimated by applying several different meth-
ods based on theoretical market capitalisation,
discounted future cash flows and revalued net assets
[excluding intangible assets).

1-8. TANGIBLE ASSETS

a. Property, plant and equipment acquired outright

Property, plant and equipment are stated at historical
cost, excluding interest. Assets that have been revalued
are restated at historical cost in consolidation, except
for assets held by French companies which were
included in the 1976 legal revaluation.

Property, plant and equipment are generally depreci-
ated by the straight-line method over their estimated
useful lives. The main useful lives applied by the Group
are as follows:

Buildings . 20 to 40 years
improvements to land and buildings 10 to 20 years
Plant and equipment 310 10 years
Vehicles 4t0 8 years
Office equipment and furniture 7to 10 years

b. Property, plant and equipment held
under finance leases

In compliance with regulation n°® 99-02, property and
equipment held under finance leases for material
amounts are recorded as if the related assets had been
acquired outright. Only those lease contracts which
transfer all the advantages and risks inherent to
ownership of the asset are viewed as finance leases.

Assets held under finance leases are booked as
consolidated assets and depreciated based on the peri-
ods set out above in a.

The related liabilities are recorded under borrowings in
the consolidated balance sheet.

Capital gains on lease-back operations are recorded in
the income statement over the term of the contract.

1-9. FINANCIAL INVESTMENTS

investments in non-consolidated companies and other
investments included in the balance sheet are stated at
cost.

A reserve for impairment is recorded when the book
value is lower than the acquisition cost.

The relevant securities’ inventory value is based on
their fair value to the Group. This is determined based
on the Group's share in the underlying net assets (or
revalued net assets, if appropriate}, the company’s
earnings outtook and, in the case of listed companies,
the share price if relevant to vatuation {Note 13).



1-10. INVENTORIES AND WORK-IN-PROGRESS

inventories are stated at cost, determined as follows:

- for the majority of Group companies, by the FIFO
method or a similar method producing equivalent
results,

- for Printemps and Gucci, based on the sales price
less a discount corresponding to the margin and mark-
down [method recommended in the guidelines for
companies engaged in several lines of retail business).

Allowances are booked to write down inventories in the
event that their replacement cost or probable realis-
able value is below cost price. The same applies for
slow-moving inventories (Note 15).

1-11. MARKETABLE SECURITIES

Marketable securities are stated at the lower of cost or
market value. The market value of listed securities is
determined on the price quoted on the last trading day
prior to the year-end.

Bonds

Bonds are stated at their face value adjusted for the
premium or discount. Accrued interest at the date of
acquisition is recorded under “Non-operating receiv-
ables”.

Mutual funds

Mutual fund units, "SICAVs", are stated at cost exclud-
ing subscription fees. At the year-end, an allowance is
booked if their carrying value represents less than their
net asset value. Unrealised gains are not recognised.

Money market securities

Money market securities - mainly certificates of
deposit and BSF notes - are purchased on either the
primary or the secondary market. Securities acquired
on the secondary market are stated at cost excluding
accrued interest at the date of acquisition.

Prepaid interest is credited to interest income on an
accruals basis.

1-12. TREASURY STOCK

Pinault-Printemps-Redoute shares held by fully
consolidated companies are recorded:

- under marketable securities, as assets on the
balance sheet, if they are acquired for the specific
purpose of being attributed to employees or for stabil-
ising the share price,

- in all other cases, they are deducted from sharehold-
ers’ equity.

The accounting treatment of gains and losses on sales
of treasury stock also depends on the purpose for
which they were acquired. Gains and losses on shares
attributed to employees or on sales of shares acquired
to stabilise the share price are recorded in the income
statement. In all other cases, the gain or loss and the
related tax effect are recorded under consolidated
shareholders’ equity.

1-13. DEBT AND SHARE ISSUANCE COSTS - BOND
REDEMPTION PREMIUMS

Debt issuance costs are amortised over the term of the
debt.

Debt is stated at the issue cost. Any issue or redemp-
tion premiums net of taxes are amortised over the term
of the issue, in accordance wi