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Consolidated results

This report highlights significant events affectifg Financiere Agache group in 2011.

1. Consolidated results

Consolidated revenue for the Financiére Agache gfouphe year ended December 31, 2011 was 24,61®meuros, up 17%
from the previous year.

It was affected by the depreciation of the mairoining currencies against the euro, in particterWS dollar, which fell by 5%.

The following changes have been made in the Grosgoge of consolidation since January 1, 2010eifues and Cosmetics, La
Brosse et Dupont was deconsolidated in the thirdtguaf 2010; in Wines and Spirits, Montaudon wasahsolidated as of January
1, 2011; in Watches and Jewelry, Bulgari was codatdid with effect from June 30, 2011; and in SeledRetailing, lle de Beauté,
one of the leading perfume and cosmetics retaihshia Russia, was consolidated, with effect fromeld, 2011. These changes in
the scope of consolidation made a positive continbwof 4 points to revenue growth for the year.

On a constant consolidation scope and currencyg b@sienue increased by 14%.

The Group’s profit from recurring operations wa31%, million euros, up 23% compared to 2010. Theeruroperating margin as a
percentage of revenue increased by 2 points frenptévious year to 22%.

Operating profit, after other operating income amgenses (a net expense of 84 million euros in 20bdpared with a net expense
of 134 million euros in 2010), was 5,230 millionres,, representing an increase of 25% from its lev2D10.

The Group posted a net financial expense for ttee wé 323 million euros. The Group had posted nwrftial income of 515

million euros the previous year, mainly as a resfilbet proceeds amounting to 1,004 million eusmsorded on the settlement of
equity-linked swaps related to the Hermés transasti The aggregate cost of net financial debt needhinearly stable, at 230
million euros. In 2011, the Group benefited frorfower average cost of borrowing and a better returrits investments, which

served to offset the increase in the average nandial debt outstanding.

The Group’s effective tax rate was 30.1% in 20bngared to 31.5% in 2010.

Income from investments in associates was 10 milioros in 2011, down from 41 million euros in 2010

Consolidated net profit amounted to 3,441 milliomosii compared to 3,265 million euros in 2010. Theup share of consolidated
net profit was 912 million euros, compared with $fiflion euros in 2010.

The main financial items were as follows:

(EUR millions) 2011 2010 2009
Revenue 24,615 21,112 17,744
Profit from recurring operations 5,314 4,327 3,353
Operating profit 5,230 4,193 3,191
Net profit 3,441 3,265 1,925

Of which: Group share 912 907 521

Revenue growth in 2011 by business group was asifsil

« Revenue from Christian Dior Couture totaled 1 hilleuros, up 21% at actual exchange rates and upa22#nstant exchange
rates compared to 2010. In 2011, retail sales ase@ by 27% at actual exchange rates and by 28¥natant exchange rates.
All product lines made strong contributions to tihévenue growth worldwide, reflecting the succebshe Christian Dior
Couture brand.

* Wines and Spirits saw an increase in revenue¥ob8sed on published figures. Revenue for this lgsigroup increased by
10% on a constant consolidation scope and curreasig, with the net impact of exchange rate fludna and the net impact of
changes in the scope of consolidation lowering \Wimed Spirits revenue by 2 points. Group brandsesstully took advantage
of the recovery in consumer spending, boosting tlegienue while making product mix improvementsirie with their value-
oriented strategy. Surging demand in Asia maderécplarly significant contribution to the strongturn in revenue. China is
still the second largest market for the Wines apiditS business group.

« Fashion and Leather Goods posted organic revgraveth of 16%, and 15% based on published figuFass business group’s
performance continues to be led by the exceptipmaiverful momentum of Louis Vuitton, which aga&corded double-digit
revenue growth. Céline, Loewe, Givenchy, Fendi, Rokaran and Marc Jacobs also confirmed their piaterdelivering
double-digit revenue growth in 2011.
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* Revenue for the Perfumes and Cosmetics busineap groreased by 9% on a constant consolidationesaop currency basis,
and by 4% based on published figures. All of thissibess group’s brands performed well. This reboilindtrates the
effectiveness of the value-enhancing strategy wslyl pursued by the Group’s brands in the faceanhpetitive pressures
spawned by the current economic crisis. The Perfuamel Cosmetics business group saw considerableugygowth in both
the United States and Asia, particularly in China.

* Revenue for the Watches and Jewelry business grmupased by 23% on a constant consolidation seogecurrency basis,
and by 98% based on published figures. The corewid of Bulgari with effect from June 30, 2011 bted the business
group’s revenue by 72%. Inventory increases byleetaand the recovery in consumer demand helpéldite stronger revenue.
For all of this business group’s brands, Asia dUnited States were the most dynamic regions.

« Based on published figures, revenue for the See®etailing business group increased by 20%, and%% on a constant
consolidation scope and currency basis. The negatipact of exchange rate fluctuations was more tftset by the positive
impact resulting from the consolidation of lle deaB#, the Russian perfume and cosmetics retail clib@main drivers of this
performance were Sephora, which saw considerabletlyrin revenue across all world regions, and DR8ch made excellent
progress, spurred in particular by the continuiegedlopment of Chinese tourism boosting businest atdores in Hong Kong,
Macao and Singapore.

Revenue and profit from recurring operations by bugness group

Revenue Profit from recurring operations
(EUR millions) 2011 2010 2009 2011 2010 2009
Christian Dior Couture 1,000 826 717 85 35 13
Wines and Spirits 3,511 3,250 2,739 1,092 919 760
Fashion and Leather Goods 8,712 7,581 6,302 3,075 2,555 1,986
Perfumes and Cosmetics 3,195 3,076 2,741 348 332 291
Watches and Jewelry 1,949 985 764 265 128 63
Selective Retailing 6,436 5,378 4,533 716 536 388
Other activities and eliminations (188) 16 (52) (267) (178) (148)
TOTAL 24,615 21,112 17,744 5,314 4,327 3,353

The breakdown of revenue by business group chaagekciably following the consolidation of Bulgami Watches and Jewelry in
the latter part of 2011, with the contribution ofatthes and Jewelry to consolidated revenue incrgdsy 3 points to 8%. The
period saw a 1 point drop in the contributions oh®¢ and Spirits, Fashion and Leather Goods, anflirRes and Cosmetics to
14%, 35% and 13%, respectively, while the contitbubf Selective Retailing advanced by 1 point t&@26he contribution of
Christian Dior Couture remained stable at 4%.

Investments

The net balance from investing activities (purchamed sales) was a disbursement of 3,091 millisased his includes, on the one
hand, net operating investments totaling 1,816ionileuros, and on the other hand, net financiaéstments totaling 1,275 million
euros.

Research and development

Research and development expenses posted duriygahéotaled 63 million euros in 2011 (compared@anillion in 2010 and 45
million in 2009). Most of these amounts cover stifenresearch and development costs for skincark raake-up products of the
Perfumes and Cosmetics business group.

Workforce

As of December 31, 2011, the Group had a total feock of 101,155 employees, up from 86,819 empleyegear earlier.

Comments on the impact of exchange rate fluctuatianand of changes in the scope of consolidation

The impact of exchange rate fluctuations is deteeshiby translating the accounts for the periodnities having a functional currency other than ¢leo at the prior
fiscal year's exchange rates, without taking inteaunt the impact of foreign currency hedges orfitph@mm recurring operations, whether settled ot during the
period.

The impact of changes in the scope of consolidasiaetermined by deducting:
« for the period’s acquisitions, revenue generalathg the period by the acquired entities, aseifrtinitial consolidation;
« for the prior period’s acquisitions, current jpefirevenue generated over the months of the peidog during which the acquired entities were rettgonsolidated.

and by adding:
« for the period’s disposals, prior period revegeeerated over the months of the current periothdurhich the entities were no longer consolidated;
« for the prior period’s disposals, prior periogdeaue generated by the entities sold.

Profit from recurring operations is restated inadance with the same principles.



JQ\

FINANCIERE AGACHE
MANAGEMENT REPORT OF THE BOARD OF DIRECTORS
Results by business group

2. Results by business group

Results by business group as shown below are thdsisiped by Christian Dior Couture and LVMH, whichvkaherefore not been
restated.

2.1 CHRISTIAN DIOR COUTURE

211 Highlights

The key highlights of 2011 were as follows:

Strategy emphasizing excellence
Exceptional revenue growth, backed by Dior’s sgtemphasizing excellence, was fueled by the cominsuccess of the brand’s

Leather Goods and Ready-to-Wear collections, but alg a number of major Watches and Jewelry launchdsch were
enthusiastically received.

Robust sales growth in the network of directly owhgoints of sale
Over the year as a whole, revenue generated bysDetail activities improved by 28% at constantieange rates. This remarkable

performance spanned all geographic regions, wihettteption of Japan, with strong results achiegdss all the Group’s product
lines: Leather Goods, Men's and Women'’s Ready-tof\WWeaotwear, and Watches and Jewelry.

Significant growth in profit from recurring operatns

Profit from recurring operations amounted to 83ioml euros in 2011, more than double that of thevjmus year, owing to stronger
sales, continuous gross margin improvements antiata@i operating expenses.

Targeted investments in the Group’s retail network
Investments were focused on the renovation ofiegjdioutiques in strategic locations.

Stunning redesign projects were thus carried o@amt-Tropez, Hong Kong (Peking Road), Tokyo (Orsatelo), Rome, Milan
and Moscow (Stoleshnikov).

But the year also saw the inauguration of new boesgn Osaka, San Francisco (Dior Homme), Beijifgn(%ong), Hangzhou
(Dior Homme), and Hong Kong (Harbour City).

Dior’s retail network thus comprised 210 pointsafe as of December 31, 2011, including one fon Ja&lliano SA.

Media campaigns centered around the brand and @snic products

The reopening of the Stoleshnikov boutique in M@segas accompanied by an exhibition at the Pushkisédim, which provided
an opportunity to underscore Dior’'s unique and ke heritage in haute couture. In Paris, Dior tpak in the Group’dournées
Particulieres(Exclusive Days) event, thus giving the publidiangse into the exceptional savoir-faire of itssahs.

Advertising campaigns featuring Marion Cotillardubt theLady Dior andMiss Dior lines into the spotlight, while Charlize Theron
served as the special ambassador for the lauritie Bior VIII watch collection.

2.1.2. Consolidated results of Christian Dior Coutte

Consolidated revenueamounted to 1 billion euros, up 22% at constachamge rates and 21% at actual exchange rates. lReven
progressed particularly well in the second halfhaf year, posting an increase of 23% at constarftamge rates and 22% at actual
exchange rates.

Profit from recurring operations was 85 million euros, representing an increaséOfmillion euros. This improvement in the
profitability of operations was achieved throughagpreciable boost in the gross margin, combingh rigorous management of
expenses.

Operating profit amounted to 73 million euros following the recdgni of non-recurring expenses totaling 12 milliearos,
mainly incurred in connection with provisions angpairment.

Net financial income/(expensejvas a net expense of 17 million euros, comparéid avhet expense of 11 million euros in 2010. As
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borrowing costs had remained stable, the greaarese in 2011 is mainly due to exchange rate faiinos.
The tax expenseotaled 1 million euros.

The Group share of net profitwas 53 million euros, with the amount attributaioleninority interests totaling 2 million euros.

2.1.3 Analysis of Christian Dior group results by bisiness activity

(EUR millions) 2011 2010 Change at actual rates  Change at constant rates
License royalties 35 35 - -
Wholesale activities 123 124 -1% -
Retail and other activities 842 667 +27% +28%
TOTAL 1,000 826 +21% +22%

License concessions
Christian Dior Couture’s license royalties remainethke compared to 2010.

Eyewear made further advances during the yearatéfy the success of a highly selective policy tfog distribution of these
product lines.

Wholesale activities

The distribution strategy embodying a more selectpproach with multi-brand clients resulted in exrdase of the relative
contribution by this segment to Group revenue aga2011.

Retail and other activities

(EUR millions) 2011 2010 Change at actual rates ~ Change at constant rates
Europe and the Middle East 388 333 +17% +18%
Americas 79 68 +16% +21%
Asia Pacific 375 266 +41% +42%
TOTAL 842 667 +27% +28%

Retail sales turned in an excellent performance ageé in 2011, recording an increase of 28% astaam exchange rates.

The Asia Pacific region saw exceptional revenuamjnan 2011, despite the impact of the tragic eséntJapan during the year.
Very satisfactory advances were also made by Eumofdehe Americas.

In the Group’s retail network, 2011 was a year tichsingular events. Key highlights included maggpenings in Hong Kong
(Peking Road), Beijing (Shin Kong), but also in Romd &aint-Tropez.

In Leather Goods, the year saw the developmenteef Miss Dior and Diorissimo handbag lines, accompanying the continuing
success of theady Dior models

Men's and Women’s Ready-to-Wear also witnessedrerkable rise in sales, particularly in high-growtharkets.

While expanding the range of its Fine Jewelry dffigs, notably with théal des Rosesollection, Dior consolidated its position in
luxury watchmaking during the year with the suctidssorldwide launch of th®ior VIII timepieces

2.1.4 Outlook for 2012

In 2012, Christian Dior Couture will continue to emaglze excellence in its products, its retail neknamd its communications, in
each of these dimensions seizing every opportaaityraw on its exceptional savoir-faire, underphig Dior's enduring values:
luxurious refinement and absolute elegance.

Many events are planned for 2012, all dedicatesktoing growth objectives in the Group’s strategiarkets and the development
of new high-potential segments.
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2.2 WINES AND SPIRITS

221 Highlights

In 2011, revenue for the Wines and Spirits busigesap amounted to 3,511 million euros, represegrdim increase of 8% based on
published figures and 10% at constant structureeameange rates.

Profit from recurring operations for Wines and 8piwas 1,092 million euros, up 18% compared to02@his performance was the
result of both sales volume growth and a favorgibdeluct and country mix. Tight control of costgyether with the positive impact
of exchange rate fluctuations, successfully oftfeetrise in advertising and promotional expendgureused on strategic markets.
The operating margin as a percentage of revenuéifbusiness group increased by 2 points to 31%.

2.2.2. Main developments

Champagnes and Wines

Moét & Chandon reaffirmed its momentum and consolidated its legdgtiosition in the world of champagne. The brarmtsssfully
rolled outMoét Ice Impériglthe first champagne made to be consumed over ice.

Dom Pérignoris sales surged in most regions. This excellerfopmance was attributable to the unprecedentedessaaf the 2002
vintage, which was universally acclaimed by conssnaad opinion leaders alike. A new advertising gaign directed by David
Lynch underscores the brand’s exclusive commitrteenintage champagnes.

Ruinart, whose main strategic focus is to expand its rafgeestige cuvée champagnes, increased saletastiblly, particularly
in Western Europe and the United States.

Veuve Clicquot confirmed the success of its value-creation gjsaterved by continuous innovatiovieuve Clicquot Rosgosted
excellent sales and has earned a position as #me’srsecond-best selling champagne @tert Carte JauneVeuve Clicquot is
consolidating its positions in Europe and has éepeed impressive growth in new markets, such agralia, Brazil and Argentina.

Krug achieved excellent momentum in Europe and Asiaisndntinuing its redeployment in the US market.

Estates & Wines Moét Hennessy’s sparkling and still wines divisits growing steadily. Chandon made solid gaingeeslly in
South America and Asia. Terrazas de los Andes (#ga) and Cloudy Bay (New Zealand) saw strong grawtheir key markets.

Sales ofChéateau d'Yquem the undisputed king of the Sauternes wines, wekeeping with its prestigious image.

Chéteau Cheval Blandnaugurated its new wine cellars, designed by éfrearchitect Christian de Portzamparc. The firgasé of
the 2010 vintage, in July 2011, was a major sucedtbsprices reaching record levels.

Cognac and Spirits

Hennessy cognac maintained its robust growth trend in 20With sales increasing 6% by volume. Premium bradib
exceptionally well. With sales at record levelsnHessy has consolidated its position as the wobld&-selling cognac, in terms of
both volume and value.

Asia is Hennessy’'s primary growth driver. The braadorded double-digit revenue growth across abpct lines in this region,
turning in especially strong results in China andtiiam. In the United States, Hennessy has managegintain a high level of
sales measured in volume terms, despite ongoifigudifes in the economic environment. Encouragsigns that the US economy
may be on the road to recovery surfaced in thergkbalf of the year.

Beyond its historical markets, Hennessy pursuesdtittegy to penetrate emerging markets, such aschleXigeria, South Africa
and central Europe.

Glenmorangie andArdbeg single-malt whiskies are stepping up the pacéeif development. Glenmorangie’'s new “Unnecessarily
Well Made” advertising campaign had a big impact.

Belvederevodka grew strongly in the United States and ghmarket share elsewhere.

2.2.3 Outlook for 2012

With demand recovering in historical markets anowgng in many emerging markets, the Wines and Spnisiness group will
continue to pursue its value-oriented strategyallgtby investing heavily in advertising and mainitag premium prices. This
strategy will include a controlled increase in clpagne and cognac volumes. While costs will be dgsly controlled, strategic
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priorities will be to innovate, enhance brand appeal strengthen the distribution network. The #goee of Wines and Spirits’
products together with the ambition and experiesfcés people will enable the business group totiooe to grow profitably and
strengthen the Group’s leadership in the worldugfity wines and spirits.

2.3 FASHION AND LEATHER GOODS

231 Highlights

In 2011, revenue for the Fashion and Leather Gbodmess group amounted to 8,712 million eurogessmting organic growth of
16%, and 15% based on published figures.

Profit from recurring operations of 3,075 milliomres was up 20%. Profit from recurring operatioois lfouis Vuitton increased
sharply, while Fendi, Céline, Loewe and Donna Karanfirmed their profitable growth momentum. The gieg margin as a
percentage of revenue for this business groupasectby 1 point to 35%.

2.3.2 Main developments

Louis Vuitton

Propelled by the exceptional creativity of its pwots and its unequaled savoir-faire steeped in tiexpcraftsmanshiplouis
Vuitton records steady and robust growth year after y@ace again in 2011, the brand saw double-digit megegrowth, thus
continuing on its stellar course and consolidatindeadership position in the luxury goods secRaired with its consistently high
profitability, Louis Vuitton’s performance demoretties the ever greater attractiveness and visilblitghe brand as well as its
organization’s exceptional ability to adapt quictdychanging circumstances.

Louis Vuitton is also attracting growing numbersefv customers from Asia and South America, furtloaitributing to the brand’s
phenomenal development. In 2011, growth was paatiguremarkable in Europe, the United States as@ABusiness activity held
up well in Japan, despite the dramatic eventsémibnth of March.

All product categories are driving Louis Vuittorégceptional performance. Production capacity waseased during the year with,
in particular, the opening of a new workshop in 8&arin the Dréme region of France.

As was the case in 2010, sophistication and peligatian were again the watchwords in 2011, pla¢hngcustomer more than ever
before at the heart of the brand’s strategy.

In 2011, the brand further increased its use & &nd exotic leathers. In 2011, Louis Vuitton heaoits commitment to ever greater
mastery and excellence as demonstrated by the sibgiof Heng Long, a top-tier exotic leather tannand La Fabrique du
Temps, a Swiss luxury watchmaking workshop spetiigjiin the design of high-end watch movements.

Fendi

Thanks to its distinctive image and its iconic prot$ presented in a retail network placing incrgggmphasis on the highest
possible quality,Fendi confirmed its exceptional appeal once again in12Qfelivering record-setting results in terms othbo
revenue and profitability. All of the brand’s pradcategories recorded strong revenue growth.

Other brands

Donna Karan recorded another year of solid growth in revennd profit. Donna Karan Collectionthe brand’s luxury line,
recently enhanced by the addition of @&sual Luxecollection, continues to achieve excellent results

Marc Jacobsenjoyed rapid growth in 2011, spurred by strorayits across all geographic regions. A ten-timeneirat the annual
Council of Fashion Designers of America (CFDA) Awardse designer's runway shows during the year aggnerated
considerable excitement and were enthusiasticpfiyaaided by the international press.

Loewe recorded very strong revenue growth and a sigmifiégncrease in profitability. Men’s accessorieafiiemed their strong
growth potential. Growth was strong across alheftbrand’s markets, with China in the lead.

Céline performed remarkably well in 2011, attaining retsetting revenue and profit levels. Driven by thecess of the
collections created by Phoebe Philo, this exceptigrerformance was consistent across all geogramgmns and product
categories.

Kenzo focused on its repositioning around the brandigimal values, now the responsibility of the newative team of Humberto
Leon and Carol Lim.

-10
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Givenchy continued its progress during the year, with alit® lines making strong advances. Women'’s ready«tar performed
well, thus confirming the successful creative rization of the fashion house.

Berluti has reaffirmed its status as a house dedicatetlsdxely to its discerning male customers, sucegysfcombining
craftsmanship, tradition and modernity.

2.3.3 Outlook for 2012

Louis Vuitton will continue on the path of innovation in 2012cantuating its high-end image, increasing theaiseather in its
collections, and introducing many personalizatiptians. The brand will also be expanding its presei new cities in China and
Brazil. Stores will also be inaugurated in new coiestfor the brand, such as Barbados and Kazakhataoutique dedicated to
fine jewelry and a jewelry artisan workshop will tygened in Paris on the legendary Place Vendéme.

Fendi will be focusing on the qualitative expansiontsfrietail network with the aim of delivering a sigzant boost to the brand’s
visibility through more spacious stores, showcastachigh-end offerings. Major projects for 201Zlide New Bond Street in
London, Avenue Montaigne in Paris, and Canton Roadbing Kong.

In 2012, driven by their creative spirit, the besia group’sther brands will pursue expansion in high-potential marketack
will continue to reaffirm its distinctive and conilieg image and identity as the foundation for dajirowth. By harnessing their
creativity, their pursuit of excellence and saviaire, the brands’ teams will reinforce the cohemmss of their business
development models.

2.4 PERFUMES AND COSMETICS

241 Highlights

The Perfumes and Cosmetics business group recoegiedue for 2011 of 3,195 million euros. At conststnticture and exchange
rates, revenue increased by 9% and by 4% basedhbishped figures.

Profit from recurring operations for this businggeup was 348 million euros, up 5% compared to 2Q08% after adjusting for
the disposal of La Brosse and Dupont in 2010). ghisvth was driven by Parfums Christian Dior, Guerjaind Parfums Givenchy,
all of which posted improved results, thanks to shecess of their market-leading product lines stnothg innovative momentum.
The operating margin as a percentage of revenuéifbusiness group remained stable at 11%.

2.4.2 Main developments

Parfums Christian Dior

Parfums Christian Dior confirmed its strong momentum in 2011, in a higbdynpetitive global market. The brand promoted its
values of excellence and creativity through investta in major media campaigns that were closelyciested withHaute Couture

The exceptional vitality of its star product linesabled perfume sales to make strong progress wpéréorm the marketI’Adore
continues to gain market share in all countriess Tdhassic perfume has significantly strengthertedi@adership in the French
market.Miss Dior, the company’s first perfume created in 1947 byfdaunder Christian Dior, recorded an excellentqrenfince.
The men’s fragrancefior HommeandEau Sauvageare making steady progress. Dior is also stramgtly its position in high
perfumery, through the international expansionhef €ollection Privée Christian Digrthe creation of Dior's perfume designer
Francois Demachy.

Make-up posted solid revenue growth, thanks tangtftagship products and successful new produdts.riewDior Addict Lipstick
is a historic success, becoming the leader in maskets in just a few months.

In the area of skincar&apture One Essentiah new generation serum, has been doing excefijiomell in Asia and the new
premiumPrestigeline was launched successfully in Europe.
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Guerlain

Guerlain achieved record revenue and profit. Guerlain fe@nbocusing on specific geographic markets, armhiticular on Asia
and France, where it continues to increase mahaesShalimarhas strengthened its line with a new addition emksolidated its
market positions, joining the select group of Feasdop five selling perfumes. Skincare revenue stasng once again in 2011,
thanks in particular to the premiv@rchidée Impérialdine. Make-up revenue was boosted by the verytipesiesponse to the new
Rouge Automatiquigpstick and the growing popularity derracottaandLingerie de Peau

Guerlain is expanding its highly selective disttibo network by opening new boutiques in France,Ntiddle East and China.

Other brands

Parfums Givenchyincreased revenue significantly, further improvitsgoperating profit margin. Sales\¢éry IrresistibleandAnge
ou Démorare growing steadily.

Kenzo Parfums revenue was underpinned by the robust performafds star perfume;lower by Kenzpand by the launch of its
newMadly Kenzceau de parfum in several countries.

Fendi Parfums, which resumed business in the second half of 200 the launch ofFan di Fendj is pursuing its global
expansion.

Benefit once again enjoyed double-digit revenue growth andexcellent profit margin. Two of the year's masiccessful
innovations werd hey’re Reaimascara and theright skincare line. Benefit has consolidated its presénSoutheast Asia, and is
making a very promising debut in Brazil.

Make Up For Ever posted another year of exceptional growth. Thig bmattributed to the high quality of its prodyatdich are

enthusiastically endorsed by professional makertigts Its emblematic line$JD andAqua continue to grow strongly. The brand
opened two boutiques in Los Angeles and Paris.

2.4.3 Outlook for 2012

The business group is once again aiming to incremsket share by maintaining an ambitious stratdggnovation and advertising
investments.

Parfums Christian Dior will continue to assert its position in high perfery by strengthening the star product lines andsting
heavily in advertising. The new perfume ambassadors close association with tHilaute Couture” will further enhance the
brand’s appeal.

Guerlain will be launching a new fragrance for women. Thiank will also continue to expand its network ofedily owned
boutiques. The year will also see the launch of éktension and renovation project for the brantigship Champs-Elysées
boutique, due to reopen in 2013.

Parfums Givenchywill pursue the global launch @fahlia Noir. A new sports version of tHelay Pour Hommdragrance will also
be launched.

The main event in 2012 fétenzo Parfumswill be the global launch of itsladly Kenzdragrance.
Fendi Parfums will pursue its global expansion, particularlyiastern Europe.
Benefit will focus on Asia, while further consolidating rkat share in Europe and the United States.

Make Up For Ever is once again aiming for strong growth in all gegrnies, with major product launches and an amistio
communications strategy.

2.5 WATCHES AND JEWELRY

251 Highlights
In 2011, Watches and Jewelry saw an increase intess of 23%, at constant structure and exchangs, riat 1,949 million euros,

representing an increase of 98% based on publighe®s. The consolidation of Bulgari with effecofn June 30, 2011 boosted the
business group’s revenue by 72%.
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Profit from recurring operations for Watches andeley increased twofold to 265 million euros. Thisong rise was a result of both
the consolidation of Bulgari’s profits and an impeavent in profitability. The operating margin aseagentage of revenue for this
business group increased by 1 point to 14%.

252 Main developments

TAG Heuer

TAG Heuer set new records for revenue and profit in 201% Btand achieved strong organic revenue growthi of &s markets,
with particularly remarkable results in China arudith Korea.

TAG Heuer perpetuated its unique expertise in miagtespeed and precision in 2011 by launching Ntikrograph 100and the
Mikrotimer Flying 1000Q entirely developed and manufactured in its ownksiops.

The brand continues to expand its retail network mow has nearly 130 stores worldwide (owned aadchised).
In addition, TAG Heuer is working to further indtiatize its processes, as evidenced by the Cali887 lthe brand’s first automatic
movement built in-house. TAG Heuer’s industriakigitation is also extending to other strategic camepts, with the acquisition of

ArteCad, a leading Swiss manufacturer of watchsdialso present in the manufacture of watch cdsesigh its subsidiary Cortech,
TAG Heuer is staking its place in the productiomafchanical movements, cases and dials.

Hublot

Hublot has stepped up efforts on all fronts to grow iisibess and achieved an excellent performance id.28ighlights of the
year included a number of market-leading and intieeaproduct launches, such as thasterpiececollection dedicated to
complication watches and extraordinary movemendisthe development dflagic Gold a new scratch-resistant material.

The brand has enhanced its production capacitiesdtch movements and now directly manages all fiaatwring processes for its
UNICO chronograph movement and the mechanisms of itsd3Eamplications, part of a strong value-added exgsat

Hublot doubled the number of its stores worldwidd aperated a total of 40 boutiques at the enddi 2

Zenith

ManufactureZenith furthered its progress in 2011 and confirmed f&us as a rising star in the rarefied world ofspge
watchmakers. The full renewal of its collectionsi@v complete, structured around the brand’s foemic lines.

Zenith has seen strong growth in Asia and the Beéeexpansion of its retail network continues ighapotential markets, most
notably with the opening of two new boutiques imigd<ong and Geneva.

Bulgari

Bulgari recorded strong revenue growth in 2011 acrosstalproduct categories through its own stores akb ageits other
distribution channels.

An exceptional exhibition held in Paris and in Baijj “Bulgari: 125 Years of Italian Magnificence” tr@&ced the main chapters in
the Italian jeweler's aesthetic evolution, a joyrlerough history and culture.

Among the most evocative of the brand’s iconic terfrom the 1950s, BulgariSerpentifeatures prominently in its marketing
and in its recent innovations in jewelry, watched &eather goods.

In the perfume segment, the successful launchéseafiew eau de toilet®®ulgari MAN and the eau de parfuMon Jasmin Noir
were among the year’s high points

Store expansion and redesign projects are helpingjtiforce the retail network’s high-end image.

Other brands

At Chaumet, new jewelry watch creations were introduced ie Bee My Loveand Attrape moi si tu m’aimesollections.
Following the opening of boutiques in Beijing ancaBphai some time ago, Chaumet continues to expauplasence considerably

in China.

De Beersis the clear front-runner in the diamond solitadegment and continues to see strong business hgliawits various
markets, especially in Asia with the successfulnipg in Beijing of its first store in China.
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Fred continues its targeted growth in France and Japdth, its main efforts focused in particular on it®nic Force 10and
Succestdines Celebrating 75 years of highly contemporary desitimes jeweler launched iB&ain de Sucreollection in 2011.

25.3 Outlook for 2012

The favorable trends noted in the final monthshefyear, within a worsening economic environmeaoinfto encouraging prospects
for 2012. All of the Watches and Jewelry brandsptawork on reinforcing their image and visibilitythe most promising markets
by maintaining the appropriate level of marketingdstments. They will also strive to continue exiag their retail networks,
particularly in Asia, with a special focus on ChiAdl.of the brands will continue to promote rigosooost controls, while leveraging
synergies across the Group. Investments will bgetad on developing industrial watchmaking capeeifor the production of
movements, in line with the vertical integratiomagtgy promoted by the Group. Lastly, all of tharats will be launching new
collections, reflecting their ongoing passion fogativity, supreme craftsmanship and high quality.

2.6 SELECTIVE RETAILING

26.1 Highlights

In 2011, revenue for Selective Retailing amounte@,486 million euros, representing an increased8 dased on published figures
and 19% at constant structure and exchange ratefit ffom recurring operations for this businessup was 716 million euros,
representing a 34% increase over 2010.

The operating margin as a percentage of revenuéifbusiness group as a whole increased by 1 il %.

2.6.2 Main developments

DFS

DFS saw strong growth of both revenue and profitsyadriby the steady rise of Asian tourism. The nuntfeChinese customers
continued to expand at an increasing pace an@aggr yen boosted the purchasing power of Japadoessts. Growing numbers of
new customers from South Korea, the Middle East ladéh also contributed to these excellent resdite destinations of Hong
Kong and Macao are making rapid progress, whileéiNAmerica and the Pacific region further consdkdztheir positions.

DFS remains focused on its strategy to offer madusive upscale products in its stores and comsrto target investments on the
extension and renovation of iBalleriasin the most strategic locations.

DFS is enhancing the appeal of its stores by affeai diversified range of products that includes hexury brands.

Miami Cruiseline

Miami Cruiseline posted robust revenue growth that was driven byctimmissioning of large ocean liners fitted wilgker shops.
Increased spending per passenger has also coattitiuthis excellent performance. As a new globahtele from Europe and Latin
America emerges, Miami Cruiseline is reaping theefisnof its efforts to adapt its marketing stratemnd products to the specific
requirements of each cruise company’s clientele.

Sephora

Sephoradid remarkably well in 2011, gaining market sharall regions. As the only worldwide selective ietaof perfumes and
cosmetics, Sephora continues to offer its customensique shopping experience by combining inneeatifferings with a range of
exclusive services. During the year, the brandvelstipursued the development of loyalty programsoss all its operations
worldwide. At the end of 2011 there were 1,300 ®eplstores in 26 countries.

Sephora has reinforced its market-leading positiofrance and is expanding its network of stords]eacontinuing to roll out an
ambitious innovation-based strategy for servicesa mixed economic environment, Sephora is makiogress in other European
countries and strengthened its presence in Russiidigg its stake in the lle de Beauté chain to 65%

Growth in North America was strong once again in220The new flagship store in New York, in the headrthe Meatpacking
district, features Sephora’s latest major innovatjcsuch as a mobile payment system that enabssnter service attendants to
process customer payments directly.

Sephora further increased market share in Chinareanihaccelerated its growth. A new store concegs Yaunched to accompany

the chain’'s move upmarket. Sephora also attrachéte @ bit of attention by sponsoring “Beauty Acag&na popular TV show
where talented young make-up artists are discovered
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The chain pursued its expansion in the Middle Bast Southeast Asia, with two new stores in Kualenpur, Malaysia. Sephora
also opened its first two stores in Mexico.

Online sales continued to grow strongly in Frariee,United States, Brazil and China.

Le Bon Marché

Le Bon Marché saw its revenue grow substantially over the y#wanks largely to luxury goods and fashion. Thistdric Left
Bank department store in Paris also attracted aegr@aoportion of foreign customers in 2011, whosetribution to total sales
increased markedly. Revenue growth was also buoyeldebcompletion of the new women’s footwear deparit and the redesign
of the store’s ground floor layout. Le Bon Marchéisparing new and ambitious projects that inclexiganding its sales floor by
over 4,000 sg.m.

2.6.3 Outlook for 2012

DFS will continue to benefit in 2012 from the growimgimber of Asian customers and will focus its efash moving its stores
upmarket for all destinations. It will pursue thevdlopment of its innovative marketing and custosenvice programs. The
opening of the new Hysan Hong Kong store will irge the number @alleriasin the high-potential Hong Kong market to three
and the expansion and renovation of the Macao stidkde completed. DFS will take advantage of gvepportunity to diversify
its clientele.

Miami Cruiseline will continue to respond to the globalization bétcruise market by adapting its products and sesvio each
cruise company’s destinations and routes.

Sephorawill continue its ambitious expansion in key mdskby opening flagship stores. The chain will exparo new regions,
such as Scandinavia, and will extend its presencgouth America, most notably by opening new stareBrazil. Sephora will
develop its customer-oriented strategy and focugrowiding innovative new products and services.

The world’s very first department stolee Bon Marché will celebrate its 160tanniversary in 2012. Efforts to expand the store’s

menswear departments will continue during the yeat Le Bon Marché will also launch a comprehensiwdtirgear renovation
program, including a redesign of La Grande Epiceeidaris, its gourmet food hall.

-15



7 \

FINANCIERE AGACHE
MANAGEMENT REPORT OF THEBOARD OFDIRECTORS
Operational risk factors and insurance policy

3. Operational risk factors and insurance policy

3.1 STRATEGIC AND OPERATIONAL RISKS

3.11 Image and reputation of the Group

Around the world, the Group is known for its brandsrivalled expertise and production methods umitp its products. The

reputation of the Group’s brands rests on the tyuahd exclusiveness of its products, their distidn networks, as well as the
promotional and marketing strategies applied. Petsdar marketing strategies not in line with brémege objectives, inappropriate
behavior by brand ambassadors, as well as detrngribrmation circulating in the media might endan the reputation of the

Group’s brands and adversely impact sales. Theale¢ of brands, trade names and goodwill recontélde Group’s balance sheet
as of December 31, 2011 amounted to 21 billion®uro

The Group maintains an extremely high level ofleigée with respect to any inappropriate use bytparties of its brand names, in
both the physical and digital worlds. In particuldris vigilance involves the systematic registmatof all brand and product names,
whether in France or in other countries, commuioaatto limit the risk of confusion between the @uts brands and others with
similar names, and constant monitoring, which meapmpt legal action by the Group, if required. laives pursued by the Group in
favor of a legal framework suited to the digitalngg prescribing the responsibilities of the vasqarticipants, are an integral part
of this vigilance.

Furthermore, the Group supports and develops thgatons of its brands by working with seasonedi ianovative professionals in
various fields (creative directors, oenologistsroetics research specialists, etc.), with the wemknt of the most senior executives
in strategic decision-making processes (collectidigribution and communication). In this regatte key priority is to respect and
bring to the fore each brand’s unique personatityemployees of the Group are conscious of theartgnce of acting at all times in
accordance with the ethical guidelines communicatétiin the Group. Finally, in order to protect &g risks related to an
eventual public campaign against the Group or drits ®rands, the Group monitors developments értiedia on a constant basis
and maintains a permanent crisis management unit.

3.11 Counterfeit and parallel retail networks

The Group’s brands, expertise and production methzzth be counterfeited or copied. Its productsparticular leather goods,
perfumes and cosmetics, may be distributed in lghnadtail networks, including Web-based sales woeks, without the Group’s
consent.

Counterfeiting and parallel distribution have an iethate adverse effect on revenue and profit and daayage the brand image of
the relevant products over time. The Group takigsassible measures to protect itself against thiske.

Action plans have been specifically drawn up toradsl the counterfeiting of products, in additiortite systematic protection of
brand and product names discussed above. Thisvewallose cooperation with governmental authoritiesstoms officials and
lawyers specializing in these matters in the coestconcerned, as well as with market participanthe digital world, whom the
Group also ensures are made aware of the advemsequeences of counterfeiting. The Group also pakesy role in all of the trade
bodies representing the major names in the luxandg industry, in order to promote cooperation amnsistent global message,
all of which are essential in successfully comtgatime problem. In addition, the Group takes varimeasures to fight the sale of its
products through parallel retail networks, in mar#r by developing product traceability, prohibgidirect sales to those networks,
and taking specific initiatives aimed at betterteolting retail channels.

Beyond the borders of the European Union, the Giempt subject to any legal constraints that migigiede the full exercise of its
selective retail distribution policy, or limit itability to bring proceedings against any third gartdistributing Group products
without proper approval. In the European Union, petition law guarantees strictly equal treatmentalbfeconomic operators,
particularly in terms of distribution, potentiallyosing an obstacle to companies refusing to diggiliheir products outside a
network of authorized distributors. However, CommaigsRegulation (EC) No. 2790/1999 of December 22,91@hown as the

1999 Block Exemption Regulation), by authorizing séle retail distribution systems, established xeneption to this fundamental
principle, under which the Group operates, thus/iging greater protection for our customers. Thigmption was confirmed in

April 2010, when the Commission renewed the Blockrix&on Regulation, and extended its applicationet@il sales over the
Internet. This legal protection gives the Group enammunition in the fight against counterfeit goads the parallel distribution of
its products, a battle waged as much in the dig#ah the physical world.

In 2011, anti-counterfeiting measures generatesinial and external costs, in the amount of apprateiy 27.2 million euros.

3.1.3 Contractual constraints
In the context of its business activities, the GQranters into multi-year agreements with its pagrend some of its suppliers

(especially lease, concession, distribution andymement agreements). Should any of these agresrhenterminated before its
expiration date, compensation is usually providedunder the agreement in question, which wouldesgnt an expense without
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any immediate offsetting income item. As of DecemBg, 2011, the total amount of minimum commitmemtsiertaken by the
Group in respect of multi-year lease, concessind,mocurement agreements amounted to 6.5 billimose Detailed descriptions of
these commitments may be found in Notes 29.1 an?l @9the consolidated financial statements. Howewe single agreement
exists whose termination would be likely to resalsignificant costs at Group level.

Any potential agreement that would result in a cammant by the Group over a multi-year period isjsated to an approval process
at the Group company involved, adjusted dependimghe related financial and operational risk festokgreements are also
reviewed by the Group’s in-house legal counsektiogr with its insurance brokers.

In addition, the Group has entered into commitmémits partners in some of its business activitieacquire the stakes held by the
latter in the activities in question should they®ss an interest in such a sale, according tonamtual pricing formula. As of
December 31, 2011, this commitment is valued abilidn euros and is recognized in the Group’sabak sheet under Other non-
current liabilities (see Note 19 to the consoliddirancial statements).

The Group has also made commitments to some afttreholders of its subsidiaries to distribute aimiim amount of dividends,
provided the subsidiaries in question have acaesaifficient cash resources. This relates in padicto the businesses of Moét
Hennessy and DFS, for which the minimum dividenadant is contractually agreed to be 50% of the clidasted net profit.

3.14 International exposure of the Group

The Group conducts business internationally and assult is subject to various types of risks andeutainties. These include
changes in customer purchasing power and the wdloperating assets located abroad, economic ckahge are not necessarily
simultaneous from one geographic region to anothed provisions of corporate or tax law, customgulaions or import
restrictions imposed by some countries that magietnertain circumstances, penalize the Group.

In order to protect itself against the risks assteel with an inadvertent failure to comply withfenge in regulations, the Group has
established a regulatory monitoring system in edc¢he regions where it operates.

The Group maintains very few operations in pollticainstable regions. The legal and regulatory famrks governing the
countries where the Group operates are well estai Furthermore, it is important to note that@reup’s activity is spread for
the most part between three geographical and mgnatgions: Asia, Western Europe and the UnitedeStaThis geographic
balance helps to offset the risk of exposure toarg/area.

Lastly, the Group takes an active part in discussigorldwide on negotiations regarding access tkets as well as agreements on
easing access to the European Union for non-Eurojpesists.

3.15 Consumer safety

In France, the European Union and all other coesitmn which the Group operates, many of its praglace subject to specific
regulations. Regulations apply to production andufecturing conditions, as well as to sales, conswsatety, product labeling and
composition.

In addition to industrial safety, the Group’s comigs also work to ensure greater product safetyteamdability to reinforce the
Group’s anticipation and responsiveness in theteviea product recall.

In all markets where they sell their products, @reup’s Wines and Spirits brands are subject toeroms regulations intended to
inform and protect consumers against risks relttedxcessive alcohol consumption. In addition tosstcutting regulations that
govern the promotion of products, as well as plafesale and consumption, specific regulations alsply to precise segments of
the population: minors, pregnant women, employedhe workplace. Apart from ensuring compliancehwviitese regulations, Moét
Hennessy maintains a policy, which it reviews oroagoing basis, designed to effectively communiaafiemation relating to the
health risks of excessive alcohol consumption thhoawareness campaigns promoting moderate consampti accordance with
the cultural specificities of its markets and mated by a constant desire to educate its targeees which comprises consumers
of its products, visitors to its production fadés and other sites open to the public, as watsaswvn employees.

A legal intelligence team has also been set uprdieroto better manage the heightened risk of ligblitigation, notably that to
which the Group’s brands are particularly exposed.

3.16 Seasonality

Nearly all of the Group’s activities are subjectseasonal variations in demand. Historically, aificant proportion of the Group’s
sales — approximately 30% of the annual total fobasinesses, with the exception of Wines andiSpand Watches and Jewelry,
on the one hand, and Christian Dior Couture on therp for which the proportions are 35% and 29%peetvely — has been
generated during the peak holiday season in thehf@uarter of the year. Unexpected events in ithe fmonths of the year may
have a significant effect on the Group’s businedame and earnings.
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3.1.7 Supply sources and strategic competencies

The attractiveness of the Group’s products depenais, a quantitative and qualitative standpointb@imng able to ensure adequate
supplies of certain raw materials. In additionnira qualitative perspective, these products must e Group’s exacting quality
standards. This mainly involves the supply of geapad eaux-de-vie in connection with the activiiésthe Wines and Spirits
business group, of leathers, canvases and fumsninection with the activities of the Fashion andtbher Goods business group, as
well as watchmaking components, gemstones andqu®chetals in connection with the activities of iatches and Jewelry
business group. In order to guarantee sourcesppiysgorresponding to its demands, the Group setgraferred partnerships with
the suppliers in question. Although the Group enieto these partnerships in the context of lomgteommitments, it is constantly
on the lookout for new suppliers also able to niksetequirements. By way of illustration, an assesst of the risk that a vendor
may fail has been carried out and good practice® leen exchanged, leading notably to implementiegpolicy of splitting
supplies for strategic Perfumes and Cosmetics ptsduc

In addition, for some rarer materials, or those sehpreparation requires very specific expertiseh s1$ certain precious leathers or
high-end watchmaking components, the Group purawestical integration strategy on an ad hoc basis.

With respect to supply sources and subcontragbilegse also refer to the “Other information” settid the Annual Report.

In addition, the Group’s professions require highbecific skills and expertise, in the areas ofHlemgoods or watchmaking, for
example. In order to avoid any dissipation of tkie@w-how, Group implements a range of measurestowage training and to
safeguard those professions, which are essentiaétquality of its products.

3.1.8 Information systems

The Group is exposed to the risk of informationteyss failure, as a result of a malfunction or malis intent. The occurrence of
this type of risk event may result in the loss omgption of sensitive data, including informatimiating to products, customers or
financial data. Such an event may also involvepiial or total unavailability of some systemspeding the normal operation of
the processes concerned. In order to protect agtiissrisk, the Group puts in place a decentrdliaechitecture to avoid any
propagation of this risk. The Group continues tplament a full set of measures to protect its $emstata as well as business
continuity plans at each Group company.

3.1.9 Industrial and environmental risks

In the context of its production and storage ati&sj the Group is exposed to the occurrence sEsuch as fires, water damage, or
natural catastrophes.

A detailed presentation of the Group’s environmeritk factors and of the measures taken to ensangpliance by its business
activities with legal and regulatory provisionspivided in the section entitled “Effects of op@as on the environment” of the
Management report of the Board of Directors.

To identify, analyze and provide protection agaimstustrial and environmental risks, the Groupeslon a combination of
independent experts and qualified professionals frarious Group companies, and in particular safgylity and environmental
managers.

The protection of the Group’s assets is part oblecy on industrial risk prevention meeting the tégt safety standards (NFPA fire
safety standards). Working with its insurers, LVMBis adopted HPR (Highly Protected Risk) standaresolfective of which is to
significantly reduce fire risk and associated ofiegalosses. Continuous improvement in the qualityrisk prevention is an
important factor taken into account by insurergvaluating these risks and, accordingly, in thextiyng of comprehensive coverage
at competitive rates.

This approach is combined with an industrial andrenmental risk monitoring program. In 2011, eregning consultants devoted
about a hundred audit days to the program at LVMH.

In addition, prevention and protection schemeauihelcontingency planning to ensure business catytinu

3.2 INSURANCE POLICY

The Group has a dynamic global risk managementybtsed primarily on the following:

» systematic identification and documentation ofsjsk

« risk prevention and mitigation procedures fothbpersons and industrial assets;

-18



//\

4

FINANCIERE AGACHE

MANAGEMENT REPORT OF THEBOARD OFDIRECTORS
Operational risk factors and insurance policy

« implementation of international contingency f@an
« acomprehensive risk financing program to lithé consequences of major events on the Grougsadial position;

e optimization and coordination of global “mastérsurance programs.

The Group’s overall approach is primarily basedransferring its risks to the insurance marketseudasonable financial terms,
and under conditions available in those marketd boterms of scope of coverage and limits. Themixof insurance coverage is
directly related either to a quantification of timeximum possible loss, or to the constraints ofiisarance market.

Compared with its financial capacity, the Group’seleof self-insurance is not significant. The deihles payable by Group
companies in the event of a claim reflect an optinadance between coverage and the total costkfimsurance costs paid by the
LVMH group companies and Christian Dior Couture r@spectively less than 0.22% and 0.15% of cong®litlannual revenue.

The financial ratings of the Group’s main insurapegtners are reviewed on a regular basis, anddéssary one insurer may be
replaced by another.

The main insurance programs coordinated by the Graxe designed to cover property damage and bssimesrruption,
transportation, credit, third party liability andoguct recall.

3.21 Property and business interruption insurance

Most of the Group’s manufacturing operations aneeced under a consolidated international insurgmogram for property damage
and associated loss of gross margin.

Property damage insurance limits are in line with values of assets insured. Business interrujmisurance limits reflect gross
margin exposures of the Group companies for a gexiandemnity extending from 12 to 24 months basedctual risk exposures.
For the LVMH group, the coverage limit of this pram is 1.7 billion euros per claim, an amount dateed following an updated
analysis conducted in 2011 of LVMH’s maximum possilosses. This limit amounts to 200 million eupes claim for Christian

Dior Couture.

Coverage for “natural events” provided under theupi® international damage insurance program has imeeeased to 100 million
euros per claim and 200 million euros per yearlL{gMH and 200 million euros per claim in France (d@lion euros outside of
France) for Christian Dior Couture. As a result dapanese earthquake risk modeling study perform2d09, specific coverage in
the amount of 150 million euros was taken out agjatims risk at the LVMH group. For Christian Dior @are, specific coverage in
the amount of 40 million euros was taken out. THigsiés are in line with the Group companies’ riskposures.

3.3.2 Transportation insurance
All Group operating entities are covered by anriméional cargo and transportation insurance contiithe coverage limit of this

program (60 million euros for LVMH and 4 million es for Christian Dior Couture) corresponds to theimam possible single
transport loss.

3.2.3 Third-party liability

The Group has established a third-party liabilityl roduct recall insurance program for all itssdiaries throughout the world.
This program is designed to provide the most cohgmsive coverage for the Group’s risks, given theuiance capacity and
coverage available internationally.

Coverage levels are in line with those of compawiéls comparable business operations.

Both environmental losses arising from gradual al asesudden and accidental pollution and enviramtaidiability (Directive
2004/35/EC) are covered under this program.
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Specific insurance policies have been implememedduntries where work-related accidents are noeed by state insurance or
social security schemes, such as the United Stateserage levels are in line with the various leggjuirements imposed by the
different states.

3.2.4 Coverage for special risks

Insurance coverage for political risks, directast officers’ liability, fraud and malicious interntade credit risk, acts of terrorism,
loss of or corruption of computer data, and envinental risks is obtained through specific worldwiddocal policies.

3.3 FINANCIAL RISKS

3.3.1 Credit risk

Because of the nature of its activities, the majooit the Group’s sales are not affected by custoenedit risk. Sales are made
directly to customers through Christian Dior Coufutee Selective Retailing network, the Fashion ardther Goods companies
and, to a lesser extent, the Perfumes and CosnatitsWatches and Jewelry companies. Together, tees accounted for
approximately 64% of total revenue in 2011.

Furthermore, for the remaining 36% of revenue,@neup’s businesses are not dependent on a limitetbar of customers whose
default would have a significant impact on Groufivity level or earnings. The extent of insurangmiast customer credit risk is
very satisfactory, with a cover ratio of around 94%wf December 31, 2011.

3.3.2 Counterparty risk

The financial crisis over the last few years has daonsiderable impact on the banking sector wiadlel, necessitating heightened
controls and a more dynamic approach to the manageof counterparty risk to which the Group is esguh Risk diversification is

a key objective. Special attention is given toekposure of bank counterparties to financial anesagn credit risks, in addition to
their credit ratings, which must always be in the-tevel categories.

Banking counterparty risk is monitored on a reguad comprehensive basis at all Group levels, a faskitated by the
centralization of risk management.

3.3.3 Foreign exchange risk

A substantial portion of the Group’s sales is deimated in currencies other than the euro, partibutae US dollar (or currencies
tied to the US dollar such as the Hong Kong datlathe Chinese yuan, among others) and the Japgeasevhile most of its
manufacturing expenses are euro-denominated.

Exchange rate fluctuations between the euro andnhi@ currencies in which the Group’s sales areodenmated can therefore
significantly impact its revenue and earnings réggbin euros, and complicate comparisons of its-peayear performance.

The Group actively manages its exposure to foreigohange risk in order to reduce its sensitivityutdfavorable currency
fluctuations by implementing hedges such as forvgalds and options. An analysis of the sensitioftyhe Group’s net profit to
fluctuations in the main currencies to which the@r is exposed, as well as a description of thengxaf cash flow hedging for
2012 relating to the main invoicing currencies pravided in Note 21.5 to the consolidated finanstatements.

Owning substantial assets denominated in curreities than the euro (primarily the US dollar amdsS franc) is also a source of
foreign exchange risk with respect to the Grou@sassets. This currency risk may be hedged gitteially or in full through the
use of borrowings or financial futures denomindtethe same currency as the underlying asset. Atysis of the Group’s exposure
to foreign exchange risk related to its net asfmtshe main currencies involved is presented ineN®1.5 to the consolidated
financial statements.

3.34 Interest rate risk

The Group’s exposure to interest rate risk may sessed with respect to the amount of its congetidaet financial debt, which
totaled 8.6 billion euros as of December 31, 204fler hedging, 37.8% of gross debt was subject fixed rate of interest and
62.2% was subject to a floating interest rate. Aalgsis of borrowings by maturity and type of rapplicable as well as an analysis
of the sensitivity of the cost of net financial déd changes in interest rates are presented ias\Nbt.4 and 17.6 to the consolidated
financial statements.

Since the Group’s debt is denominated in variouterdint currencies, the Group’s exposure to fluttues in interest rates
underlying the main currency-denominated borrowifegso, Swiss franc, Japanese yen and US dollagsvaccordingly.
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This risk is managed using interest rate swapsgmulirchasing options (protections against an asgén interest rate) designed to
limit the adverse impact of unfavorable interest fuctuations.

3.35 Equity market risk

The Group’s exposure to equity market risk relabainly to its ownership interest in Christian DiowdaLVMH as well as Christian
Dior and LVMH treasury shares, which are held prifpafor stock option plans and bonus share plaftse Group also holds
LVMH share-settled calls to cover these commitmeRteanciére Agache treasury shares, as well dptbns on shares, are
considered as equity instruments under IFRS, asd@shave no impact on the consolidated incomersgait.

The Group holds a 22.4% stake in Hermes InternatiB@A. Other quoted securities may be held by softiee funds in which the
Group has invested, or even directly within nonrent or current available for sale financial assets

The Group may use derivatives in order to redugexposure to risk. Derivatives may serve as adadginst fluctuations in share
prices. For instance, equity swaps in LVMH shatsnacash-settled compensation plans index-linlethe change in the LVMH
share price to be covered. Derivatives may alsaskee to synthetically build a buyer position.

3.3.6 Commodity market risk

The Group, mainly through its Watches and Jewelrsiiess group, may be exposed to changes in tbespoif certain precious

metals, such as gold. In certain cases, in ordensare visibility with regard to production costedges may be implemented. This
is achieved either by negotiating the forecastepat future deliveries of alloys with precious ne&finers, or the price of semi-

finished products with products, or directly by ghasing hedges from top-ranking banks. In therlatise gold is purchased from
banks, or futures and/or options contracts arentake with a physical delivery of the gold.

3.3.7 Liquidity risk

Apart from the Group’s local liquidity risks, whicére generally not significant, its remaining exgesto liquidity risk can be

assessed with regard to (a) outstanding amountsspect of its commercial paper program (2.1 biléuros) or (b) the amount of
the short term portion of its net financial debfdve hedging (5.2 billion euros). Should any ofgiédorrowing facilities not be
renewed, the Group has access to undrawn conficneelit lines totaling 6.1 billion euros.

Therefore, the Group’s liquidity is based on thegéaamount of its investments and long term bomgwj the diversity of its
investor base (bonds and short term paper), angualy of its banking relationships, whether erded or not by confirmed credit
lines.

In connection with certain long term credit lindse Group has undertaken to comply with certaiarfgial covenants (mainly based
on the ratios of net financial debt to equity amacial debt to assets). The current level ofdhasios ensures that the Group has
genuine financial flexibility with regard to thesemmitments.

In addition, as is customary, the applicable mamindrawdowns of certain long term credit linesatggs on LVMH's rating by
Standard & Poor’s. As of December 31, 2011, no dewws had been performed under these facilitieghEtmore, should these
clauses be triggered, this would not have a sicanifi impact on the Group’s cash flow.

Agreements governing financial debt and liabiliteee not associated with any non-standard clakséylto significantly modify
their terms and conditions.

The breakdown of financial liabilities by contraakumaturity is presented in Note 21.7 to the cadatéd financial statements.

3.3.8 Foreign exchange, interest rate and equity met risk management

The Group applies an exchange rate and interestmmanhagement strategy designed primarily to redingenegative impacts of
foreign currency or interest rate fluctuations wrbusiness and investments.

The Group has implemented a stringent policy, a$ agerigorous management guidelines to measureageand monitor these
market risks.

These activities are organized based on a segvegafi duties between hedging (front office), adstirstion (back office) and
financial control.

The backbone of this organization is an informasgstem that allows hedging transactions to be tom@d in real time.

Hedging decisions are taken by means of a cleatbbéished process that includes regular presentato the Group’s management
bodies and detailed documentation.
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4.

Financial policy

During the year, the Group’s financial policy foedson:

Improving the Group’s financial structure andfiexibility, as evidenced by the key indicatorstéid below:

- substantial growth in equity:
Equity before appropriation of profit increased 26% to 24.8 billion euros as of December 31, 2@bmpared to 19.7
billion euros a year earlier. This improvementtisilautable mainly to the impact of the initial gmlidation of Bulgari, the
positive change in gains arising on revaluation @muency translation adjustments, and the sigaifimet profit recorded in
2011, despite a considerable increase in divideydents;

- reasonable growth in net debt:
The rise in net financial debt, from 6.5 billionres as of December 31, 2010 to 8.6 billion eurosfd®ecember 31, 2011, in
the context of the Bulgari acquisition and higheeming investments, was kept under control thawksash flows
generated by operations during the year;

- access to Group liquidity, in particular througdh commercial paper program finding favor with amber of investors and
offering attractive rates;

- maintaining a substantial level of cash and eaghivalents with a diversified range of top-tienkiag partners:
The Group’s cash equivalents benefited from higtdg offered by top-quality issuers, with a pernmariecus on ensuring a
proactive and dynamic approach to counterpartyrmakagement;

- the Group’s financial flexibility, facilitated iparticular by the renewal of a five-year syndidatean, providing for the
option to extend this maturity by a further two ggadn the amount of 2 billion euros, by the bosslie in an amount of 300
million euros falling due in 2016, and, on a braaoasis, by a significant reserve of undrawn comdid credit lines totaling
6.1 billion euros.

Maintaining a prudent foreign exchange and irsterate risk management policy designed primaailigedge the risks generated
directly and indirectly by the Group’s operatiomslanvestments.

The Group has maintained a position ensuring thatilicontinue to benefit from the significant diee in interest rates. With
regard to foreign exchange risks, in 2011 the Gromtinued to hedge the risks of exporting compantng call options or
collars to limit the negative impact of currencypdeciation while retaining most of the gains in tbeent of currency
appreciation. This strategy was successful in areseely volatile year. It enabled the Group to abtarate after hedging for the
US dollar significantly better than the averagehexme rate for the year and a rate after hedginghfe Japanese yen
significantly better than that obtained in 2010jckhwas very close to the average exchange ratihéoyear.

Greater concentration of Group liquidity owingtte ongoing worldwide dissemination of best pgifor cash management,
ensuring the fluidity of cash flows across the Graumd better centralized liquidity management. Asle, the Group applies a
diversified short and long term investment policy.

The virtual stability of the cost of net finanicéebt, which amounted to 230 million euros as et&mber 31, 2011, as against
241 million euros a year earlier.

Achieved despite the increase in gross financibt,dhis stability results in particular from thebstantial proportion of variable-
rate borrowings in a context of low rates, but ddstter yields on cash equivalents.

Pursuing a dynamic policy of dividend payoutsstmareholders, to enable them to benefit from thapamy’s very strong
performance over the year: proposal of a divideaghpent of 125.00 euros per share in respect o2@4 fiscal year. As an
interim dividend of 125.00 euros per share was paidecember 2011, total dividend payments to Fiiae Agache
shareholders came to 396 million euros, correspanth the full amount of the dividend in respect26fL1, after taking into
account the impact attributable to treasury shares.
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4.1 COMMENTS ON THE CONSOLIDATED CASH FLOW STATEMEN T

The consolidated cash flow statement, which is shiwthe consolidated financial statements, dethdgsmain cash flows for the
2011 fiscal year.

(EUR millions) 2011 2010 Change
Cash from operations before changes in working caal 6,256 4,928 1,328
Cost of net financial debt: interest paid (222) (227) 5
Income taxes paid (1,568) (908) (660)
Net cash from operating activities before changes iworking capital 4,466 3,793 673
Total change in working capital (552) 270 (822)
Operating investments (1,816) (1,072) (744)
Free cash flow 2,098 2,991 (893)
Financial investments (1,275) (1,483) 208
Transactions relating to equity (2,698) (921) ,777)
Change in cash before financing activity (1,875) 587 (2,462)

Cash from operations before changes in working ahfotaled 6,256 million euros as of December 31,12 compared to 4,928
million euros the previous year, an increase of 27%

Net cash from operations before changes in workaggtal (i.e. after interest and income tax) amedrib 4,466 million euros, up
18% compared to 2010.

Interest paid, amounting to 222 million euros, waarly stable compared to 227 million euros pai@0da0, with the effects of the
increase in net financial debt in the year offseldwer interest rates on borrowings and a bettirn on cash and cash equivalents.

Income tax paid amounted to 1,568 million eurosjgmificant increase from 908 million euros paid2010, as a result of the
increase in taxable profit and a modified paymehesule for income tax payments on account.

Working capital requirements increased by 552 onilliThe increase in inventories, particularly inné8 and Spirits, Fashion and
Leather Goods, Selective Retailing, and at Chrisbar Couture, generated a cash requirement of 78{pmieuros, which was
partially offset by a 339 million euro increaseaiccounts payable, principally in Fashion and Lea@®ods and Selective Retailing
and in respect of Christian Dior Couture. These &feere the result of business growth, especiallynd the year-end holiday
season.

Operating investments for the period, net of digtmsesulted in a net cash outflow of 1,816 milleuros, up from 1,072 million
euros a year earlier. These were mainly comprié@avestments in real estate dedicated to commiescieental use, investments by
Louis Vuitton, DFS, Sephora and Christian Dior Coetim their retail networks, as well as investmdntshe Champagne houses
and Parfums Christian Dior in their production feigs, all reflecting the Group’s growth momentum.

Financial investments represented a 1,275 millioro eutflow in 2011, compared to 1,483 million euia 2010. This amount
consisted of 772 million euros arising from theghase and sale of consolidated investments inghg yncluding in particular 616
million euros for the purchase of Bulgari sharest@nmarket during the first quarter, net of castuéred, and 43 million euros for
the purchase of Singapore-based Heng Long, whiekiajzes in the tanning and finishing of crocodaéather. Other net non-
current available for sale financial assets totédé@ million euros, including 447 million euros athg to the increase of the
investment irHermés International.

Transactions relating to equity generated an owtfd 2,698 million euros over the year. The acdiggiof minority shareholdings
in Bulgari as part of the public tender offer lauadtin the second half of the year accounted fds3Lpillion euros of this total, not
including the amount attributable to the acquisitid Bulgari remunerated by the capital increaseMIH SA. In addition, a total
of 475 million euros in dividends, after takingandccount the impact attributable to treasury shasas paid during the year by
Financiére Agache, corresponding to an initialrdistion in July of 79 million euros in dividends respect of the final dividend on
2010 profit, with the remaining amount of 396 naifli euros distributed in December in respect ofirtkerim dividend for the 2011
fiscal year. Furthermore, the minority shareholdefsconsolidated subsidiaries received 908 millemos in dividends. These
mainly relate to minority interests in ChristianoDiSA, LVMH SA, those in Diageo related to its 34%juity interest in Mde
Hennessy, and minority interests in DFS.
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Financing requirements, after all operating, investt and equity-related activities, thus amounted,875 million euros, close to
the amount of cash obtained from financing ac#siti1,580 million euros. Cash and cash equivaldntseaend of the period
decreased by 240 million euros compared to theipnsas of December 31, 2010.

4.2 COMMENTS ON THE CONSOLIDATED BALANCE SHEET

(EUR billions) 2011 2010 Change (EUR billiong 2011 2010 Change

Tangible and intangible

fixed assets 30.0 24.3 5.7 Equity 24.8 19.7 5.1

Other non-current assets 9.1 7.2 1.9 Non-culianitities 17.6 15.9 1.7
Equity and non-

Non-current assets 39.1 315 7.6 current liabilities 42.4 35.6 6.8

Inventories 7.8 6.3 15 Short term borrowings 5.2 3.8 1.4

Other current assets 7.3 7.1 0.2 Other currabiiiies 6.6 5.6 1.0

Current assets 15.1 134 1.7 Current liabilities 11.8 9.4 2.4

LIABILITIES AND
ASSETS 54.2 45.0 9.2 EQUITY 54.2 45.0 9.2

The significant increase in non-current assets @vatpto 2010 is chiefly attributable to the cordsation of Bulgari in 2011. Non-
current assets thus represented 72% of total easetsDecember 31, 2011, compared to 70% at yeh2e10.

Tangible and intangible fixed assets increased .Bybillion euros, with 4.2 billion euros of this ammt arising from first-time
consolidations during the year. This relates prilpdao Bulgari, whose brand was provisionally valuad2.1 billion euros, with
goodwill amounting to 1.5 billion euros.

Other non-current assets increased by 1.9 billiorog mainly as a result of an increase in the stavialue of the Group’s
investment in Hermeés International and additionathases of Hermés shares on the market. The Gr@2pd% stake in Hermeés
represented an amount of 5.4 billion euros as akebwer 31, 2011.

Inventories increased by 1.5 hillion euros. Inveie® held by entities acquired during 2011, maiBlylgari, accounted for
0.7 billion euros of this increase, with the renti@nattributable to growth in the Group’s businesse

Other non-current liabilities increased from 15ifidn euros at year-end 2010 to 17.6 billion euabsear-end 2011. This increase
was due to the recognition of a deferred tax ligbih respect of the Bulgari brand (0.7 billion es}, an increase in long term net
financial debt (0.3 billion euros), and an increaseommitments to purchase minority interests {lion euros).

Other current liabilities increased by 2.4 billiearos compared to year-end 2010, reflecting gramvthe Group’s businesses.

(EUR billions) 2011 2010 Change
Long term borrowings 6.4 6.1 0.3
Short term borrowings and derivatives 5.1 3.6 1.5
Gross borrowings after derivatives 115 9.7 1.8
Cash and cash equivalents and current availabkaferfinancial assets (2.9) (3.2) 0.3
Net financial debt 8.6 6.5 2.1
Equity 24.8 19.7 5.1
Net financial debt/Total equity ratio 34.8% 33.2% 1.6
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The ratio of net financial debt to equity rose b§ points to 34.8% as of December 31, 2011. Thiselmse was the result of a
2.1 billion euro increase in net financial debt ansl1 billion euro increase in equity.

Total equity amounted to 24.8 billion euros at yead 2011, representing an increase of 26.0%. Jigisificant rise is mainly
attributable to the following factors: the resenaapital increase by LVMH SA, in the amount of Diflion euros, intended as
consideration for the contribution of Bulgari shabysthe company’s family shareholders; the shagpeiase in the value of some
assets held by the Group, in particular its investinin Hermeés, whose market value rose during &@& iy 1.7 billion euros; and
finally, the strong earnings achieved by compaa@ess the Group. As of December 31, 2011, totaitygepresented 46% of the
balance sheet total; this represents an increagdgoiints compared to 2010.

Gross borrowings after derivatives totaled 11.5dwileuros at year-end 2011. Bond issues and nembings generated 3.2 billion
euros. In particular, LVMH carried out a euro-defimated public bond issue in April consisting of tévanches maturing in four
and seven years, with a par value of 500 milliorosteach. Christian Dior also completed a publieraify of 300 million euro
principal amount of notes due in 2016. The Growp ahade use of private placements in an aggregatarg of 0.2 billion euros.
The amount of commercial paper outstanding alseased by 1.2 billion euros in 2011. Converselyrdwings of 1.8 billion euros
were repaid in the year, in particular via the raggon of several bonds for a total of 1.0 billiearos. Cash and cash equivalents
and current available for sale financial assetlédt2.9 billion euros at the end of the periogresenting a decrease of 0.2 billion
euros compared to the position as of December(BlQ.2

At year-end 2011, the Group’s undrawn confirmedlitignes amounted to 6.1 billion euros, substdiytiexceeding the outstanding
portion of its commercial paper program, which camg.1 billion euros as of December 31, 2011.
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5. Results of Financiére Agache

Financiére Agache maintained its direct and indiosmership interests in its subsidiaries Chrisiéor and LVMH.
In 2011, the total amount of dividends receivearfrequity investments was 509.1 million euros.

The net financial income was 476.3 million eurompared to 196.1 million euros in 2010. This inceeaf 280.2 million euros is
primarily attributable to the increase in incomenfrequity investments.

Net profit was 469.6 million euros.

Management proposes that the Shareholders’ Meefipmppriate the earnings for the year ended Dece8ihe€011 as follows:

Amount available for distribution (EUR)

Net profit 469,617,964.79
Retained earnings 2,388,320,222.52
DISTRIBUTABLE EARNINGS 2,857,938,187.3
Proposed appropriation

Gross dividend distribution of 125 euros per share 396,669,000.0
Allocation to retained earnings 2,461,269,187.3
FOR A TOTAL OF: 2,857,938,1881

Should this appropriation be approved, the grosisieind would be 125.00 euros per share. As aniinteividend of 125.00 euros
per share was paid on December 21, 2011, thefigrther balance due in respect of the 2011 figeal.

With respect to this dividend distribution, indivials whose tax residence is in France will be ledtito the 40% tax deduction
provided under Article 158 of the French Tax Code.

Finally, should the Company hold any treasury shateabe time of the payment of this balance, thewrh corresponding to the
dividend not paid on these shares will be allocte@tained earnings.

Distribution of dividends

As required by law, we remind you of the grossakvids per share allocated for distribution overpid three fiscal years:

(EUR) Gross dividend © Tax deduction ®
2010 25.00 10.00
2009 20.00 8.00
2008 7.12 2.85

(a) Excluding the impact of tax regulations apfieato the beneficiaries.
(b) For individuals with tax residence in France.

Information relating to payment terms
As of December 31, 2011, trade accounts payableiared to 332 thousand euros (374 thousand euro§@scember 31, 2010).

They comprise accrued expenses in the amount oftB&6sand euros (226 thousand euros as of DeceBihe010) and
outstanding invoices in the amount of 78 thousands(nil as of December 31, 2010).
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6. Information regarding the Company’s share capité

As of December 31, 2011, the share capital was730632 euros, consisting of 3,173,352 shares wiihravalue of 16 euros each.
As of this same date, 3,619 of these shares (0dfife share capital) were held by the Company, witlotal market value of
448,396 euros.

Since 1996, the Company’'s shares have not beendtradea regulated market. As required by law, thesrafore have the
mandatory status of registered shares.

Financiére Agache will be happy to assist its dhalders with the procedures and formalities invdlve the event they wish to
trade their shares and, where applicable, to lelmtfind a suitable counterparty.

Pursuant to the provisions of Article L. 225-102tled Commercial Code, we hereby inform you that mpleyee of the Company,
or of any affiliated company, holds shares in y8ompany through the types of mutual funds refetodd this legislation.

7. Administrative matters

7.1 LIST OF POSITIONS AND OFFICES HELD BY DIRECTORS

The list of all positions and offices held by edihector is provided in 89 below.

7.2 MEMBERSHIP OF THE BOARD OF DIRECTORS

It is proposed that the Shareholders’ Meeting

- ratify the appointment by co-optation of GA Rdawents as Director, effective as of November 28120

- renew the appointments of Messrs. Denis Dakinok Pierre Godé, as well as Lord Powell of BayswateDirectors.

7.3 AMENDMENT OF THE BYLAWS

We propose that you:

- extend the Company’s corporate purpose (Artid)ed include transactions in securities and dasise services;

- eliminate the requirement for Directors to hdides (Article XI).
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8. Financial authorizations

8.1 STATUS OF CURRENT DELEGATIONS AND AUTHORIZATION S

8.1.1 Authorizations to increase the share capitdl. 225-129, L. 225-129-2 and L. 228-92 of the fe@ommercial Code)

Issue price Use

Authorization Expiry/ Amount determination  as of December

Type date Duration authorized method 31,2011

Through incorporation of reserves June 22, 2011 August 21, 2013 32 million euros @ Not applicable None
(L. 225-130) (7" resolution) 26 months 2,000,000 shares

With preferential subscription rights: ordinaryJune 22, 2011 August 21, 2013 32 million euros @ Free None
shares, investment securities giving access(8' resolution) (26 months) 2,000,000 shares

the share capital

(a) Maximum nominal amount. The nominal amountrof eapital increase decided in application of ottedegations of authority would be offset agaihs amount.

8.1.2 Employee share ownership

Issue price Use

Authorization Expiry/ Amount determination  as of December

Type date Duration authorized method 31,2011

Capital increase reserved for employees June 22, 2011 August 21, 2013 1% of share @  In accordance with None
enrolled in a corporate savings plan (9" resolution) 26 months capital regulations in force

(L. 225-129-6) 31,733 shares

(a) Subject to the overall ceiling of 32 millionres referred to in §8.1.1, note (a) above, agawhéth this amount would be offset.

8.2 AUTHORIZATIONS PROPOSED TO THE SHAREHOLDERS’ ME ETING

No authorizations are proposed to the Shareholdiéssting.
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9. List of offices or positions exercised in all gopanies by
company officers

Pursuant to Article L. 225-102-1 of the French Conuia Code, the following are all offices and pasis exercised in all
companies by each company officer.

9.1 TERMS OF CURRENT DIRECTORS TO BE RENEWED

Mr. Pierre GODE

Date of birth: December 4, 1944. Date of first appointment: June 27, 1997

Christian Dior group/Groupe Arnault

France Christian Dior SA Director
Christian Dior Couture SA Director
Financiere Agache SA Chairman and Chief Executive Officer
Financiere Jean Goujon SAS Chairman
Groupe Arnault SAS Managing Director
Les Echos SAS Member of the Supervisory Board
Louis Vuitton Malletier SA Director
LVMH Moét Hennessy - Louis Vuitton SA Vice-Chairman and Director
Raspail Investissements SAS Chairman
SA du Chéateau d’Yquem Director
Semyrhamis SAS Member of the Supervisory Committee
Sevrilux SNC Legal representative of Financiére Agache, Manager
Sofidiv SAS Member of the Management Committee
Société Civile du Cheval Blanc Director

International LVMH International SA (Belgium) Director

LVMH Moét Hennessy - Louis Vuitton Inc. Director
(United States)

LVMH Publica (Belgium) Director
Sofidiv UK Limited (United Kingdom) Director
Other
France Havas SA Director
Redeg SARL Manager
Fondation Maeght Director
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Mr. Denis DALIBOT

Date of birth: November 15, 1945

Christian Dior group/Groupe Arnault

France

International

Other

None.

Christian Dior SA
Agache Développement SA
Ateliers AS SA

Belle Jardiniere SA

Christian Dior Couture SA
Europatweb SA

Financiere Agache SA

Financiére Agache Private Equity SA
Financiere Jean Goujon SAS

Franck & Fils SA

Groupe Arnault SAS
Le Jardin d’Acclimatation SA
Semyrhamis SAS

Aurea Finance SA (Luxembourg)
Cervinia SA (Belgium)
Courtinvest SA (Belgium)
Giminvest SA (Belgium)

GMPI SA (Belgium)
Le Peigné Invest SA (Belgium)
Le Peigné SA (Belgium)

Lord POWELL of BAYSWATER

Date of birth: July 6, 1941.

LVMH group/Financiére Agache group

France

International

Other

International
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Financiere Agache SA
LVMH Moét Hennessy - Louis Vuitton SA

LVMH Services Limited (United Kingdgm

Capital Generation Partners

(United Kingdom)

Caterpillar Inc. (United States)
Hong-Kong Land Holdings (Bermuda)
Magna Holdings (Bermuda)

Mandarin Oriental International Holdings
(Bermuda)

Matheson & Co Ltd (United Kingdom)
Northern Trust Global Services

(United Kingdom)

Schindler Holding (Switzerland)
Singapore Millennium Foundation Limited
(Singapore)

Textron Corporation (United States)

Date of first appment: June 27, 1997.

Director
Director

Permanent representative of Christian Dior Cout@a,

Director
Director
Director
Director
Director
Director
Member of the Supervisory Committee

Permanent representative of Le Bon Marché — Maksistide

Boucicaut, Director

Member of the Management Committee
Permanent representative of Ufipar, Director
Member of the Supervisory Committee

Chairman
Director
Director
Director
Director
Director
Director

Date of first appointment: June 8, 2000.

Director
Director

Chairman of the Board of Directors

Chairman of the Board of Directors

Director
Director
Chairman of the Board of Directors
Director

Director
Director

Director
Director

Director



/.

FINANCIERE AGACHE
MANAGEMENT REPORT OF THEBOARD OFDIRECTORS
List of offices or positions exercised in all coms by company officers

9.2 CURRENT DIRECTORS WHOSE TERMS EXTEND BEYOND THE SHAREHOLDERS’
MEETING

GA PLACEMENTS

Date of first appointment: November 28, 2011.

Term of office expires at the end of the 2014 Arr8lareholders’ Meeting.

Christian Dior group/Groupe Arnault

France

Financiere Agache SA

Director

Mr. Florian OLLIVIER, Permanent representative and Gro up Managing Director

Date of birth: August 3, 1954.

Financiére Agache group/Groupe Arnault

France Agache Développement SA Chairman and Chief Executive Officer
Europatweb SA Chairman and Chief Executive Officer
Europatweb Placements SAS Legal representative of Europatweb, Chairman
FA Placements SAS Chairman
Financiere Agache SA Group Managing Director
Financiére Agache SA Permanent representative of Europatweb, Director
Financiere Agache Private Equity SA Permanent representative of Financiére Agacheciire
GA Placements SA Permanent representative of Invry, Director
Invry SAS Chairman
JGPG SAS Chairman
Kléber Participations SARL Manager
Montaigne Finance SAS Chairman of the Supervisory Committee
Montaigne Finance SAS Chairman
Montaigne Services SNC Manager

Other

France Anciens Etablissements Somborn-Lang-Fel@jeEA Director
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GROUPE ARNAULT SAS

Date of first appointment: October 20, 2004.

Term of office expires at the end of the 2014 Arr8lareholders’ Meeting.

Christian Dior group/Groupe Arnault

France Europatweb SA
Financiere Agache SA
Ficonor SAS
GA Placements SA

Director
Director
Chairman
Director

Mr. Nicolas BAZIRE, Permanent representative and Graip Managing Director

Date of birth: July 13, 1957.

Christian Dior group/Groupe Arnault

France Agache Développement SA
Europatweb SA
Financiere Agache SA

Financiere Agache Private Equity SA
Groupe Arnault SAS

Groupe les Echos SA

Les Echos SAS

LVMH Fashion Group SA

LVMH Moét Hennessy - Louis Vuitton SA

Montaigne Finance SAS
Semyrhamis SAS

Louis Vuitton pour la Création, Fondation

d’Entreprise

Other

France Atos Origin SA
Carrefour SA
Les chevaux de Malmain SARL
Rothschild & Cie Banque SCS
Suez Environnement Company SA

MONTAIGNE FINANCE SAS

Date of first appointment: June 2, 1998.

Director

Director

Group Managing Director and Permanent represeetafiv
Groupe Arnault SAS, Director

Director

Managing Director

Director

Vice-Chairman of the Supervisory Board
Director

Director

Member of the Supervisory Committee
Member of the Supervisory Committee
Director

Director

Director

Manager

Member of the Supervisory Board
Director

Term of office expires at the end of the 2013 Arnr8lareholders’ Meeting.

Christian Dior group/Groupe Arnault

France Financiére Agache SA
GA Placements SA
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Mr. Pierre de ANDREA, Permanent representative of Mataigne Finance

Date of birth: September 28, 1959.

Christian Dior group/Groupe Arnault
France Agache Développement SA
CD Investissements SAS
Europimmo SNC

Financiere Agache SA

Fonciére du Nord SCI

GA Placements SA
Goujon Holding SAS
Goujon Participations SAS
Métropole 1850 SNC
Montaigne Finance SAS
Sadifa SA

Sanedi SARL

International Delcia SA (Luxembourg)

Escorial Development SA (Luxembourg)
Fimeris SA (Luxembourg)

Sanderson International SA (Luxembourg)
Sophiz Holding SA (Luxembourg)

Westley International SA (Luxembourg)

Permanent representative of Financiére Agache $&acfor
Chairman

Manager

Permanent representative of Montaigne Finance SAS,
Director

Manager

Permanent representative of Groupe Arnault SAS:dbor
Chairman

Chairman

Manager

Member of the Supervisory Committee

Chairman and Chief Executive Officer

Manager

Director
Director
Director
Director
Director
Director
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10. Litigation and exceptional events

As part of its day-to-day management, the Groupadsgty to various legal proceedings concerning trat& rights, the
protection of intellectual property rights, the faation of Selective Retailing networks, licensingrements, employee
relations, tax audits, and any other matters inttete its business. The Group believes that theigians recorded in the
balance sheet in respect of these risks, litiggtimteedings and disputes that are in progressiandthers of which it is aware
at the year-end, are sufficient to avoid its coistéd financial net worth being materially impatte the event of an
unfavorable outcome.

Following the decision delivered in March 2006 hg Conseil de la Concurrence (the French antitrubbaty) regarding the
luxury perfume sector in France, and the judgmentdered on June 26, 2007 by the Paris Court of Applea Group
companies concerned took their case to the Couasigation, the highest court in France. In July 2808 Cour de cassation
overturned the decision of the Paris Court of Appead referred the case to the same jurisdictiormdd differently. In
November 2009, the Court of Appeal set aside tdgment of the Conseil de la Concurrence due to thessive length of the
proceedings. In November 2010, the Cour de cassatierturned the decision of the Court of Appeal egférred the matter
back to the same jurisdiction, formed differen@n January 26, 2012, the Paris Court of Appeal,emebffirming the decision
handed down in 2006 by the Conseil de la Concurregeénst France’s leading manufacturers and distibuof luxury
perfumes and cosmetics relating to events datiog tmthe period 1997—-2000, reduced the total amotifines imposed on
the Group’s companies active in this sector to 1IBam euros. It is conceivable that a new appealld be brought before the
Cour de cassation.

In 2006, Louis Vuitton Malletier, Christian Dior Cauwe and the French companies of the Perfumes anhelios business
group filed lawsuits against eBay in the Paris ConeiakCourt. Louis Vuitton Malletier and ChristianddiCouture demanded
compensation for losses caused by eBay’s participati the commercialization of counterfeit produetsd its refusal to
implement appropriate procedures to prevent the glasuch goods on its site. The Perfumes and Casiieainds sued eBay
for undermining their selective retailing networks. a decision delivered on June 30, 2008, thesP@ommercial Court
validated the claims submitted, ordering eBay to f8y38 million euros to Louis Vuitton Malletier, #6million euros to
Christian Dior Couture, and 3.2 million euros to Gm®up’s Perfumes and Cosmetics brands. The cowrtbalsed eBay from
running listings for perfumes and cosmetics unterDior, Guerlain, Givenchy and Kenzo brands. eBlag fa petition with
the Paris Court of Appeal. On July 11, 2008, thesident of the Paris Court of Appeal denied eBay'stipatto stay the
provisional execution order delivered by the P@usnmercial Court. In September 2010, the Paris Cdukppeal confirmed
the ruling against eBay handed down in 2008, clgissgjfthis company’s business as that of a brokdrrat merely an Internet
host. Asserting that it did not have jurisdictianeivaluate the extent of losses caused by somBaf € sites outside France,
the Court reduced the amount of punitive damage®.2omillion euros for Louis Vuitton Malletier, 2.million euros for
Christian Dior Couture and 0.7 million euros for 8eoup’s Perfumes and Cosmetics brands, as theliaitiaunt had been
determined on the basis of eBay’'s worldwide openatién response, eBay has filed an appeal on poiridsv with the Cour de
cassation. The Cour de cassation is expected todwmdl its ruling by the end of 2012.

Following the announcement by LVMH in October 20&0 its acquisition of a stake in the share capidhlHermes

International, the Autorité des Marchés Financighe French financial markets regulation authorigcided to launch an
investigation into the market and financial disclies relating to Hermeés and LVMH shares. This itigation is currently

under way.

In January 2011, the Paris Administrative Court etatt the order issued in 2007 that had granted &adLouis Vuitton a
building permit for the construction of a moderrdasontemporary art museum in the Bois de Boulogne. Htndation is
financed by Group contributions as part of the @fewultural sponsorship activities. The Fondatmnl the City of Paris have
appealed the ruling of the Paris Administrative Golurview of the nature of this project as beriefito society and in keeping
with the public interest, the French parliamentsedsa resolution validating the canceled buildiegnpts on the grounds
advanced by the Administrative Court. This decisgourrently under review by the Constitutional Cdlnc

In the first half of 2011, Christian Dior Couture Silsmissed Mr. John Galliano and terminated the uting agreement it had
entered into with Cheyenne Freedom SARL, a compaved by Mr. Galliano. John Galliano SA, a subsigiaf Christian
Dior Couture, also terminated Mr. Galliano’s empl@mhcontract. Mr. Galliano has brought legal prodegs against these
two Group companies. At the time of the publicatidrthis document, no decision had been handed down

To the best of the Company’s knowledge, there arperaling or impending administrative, judicial ebitration procedures

that are likely to have, or have had over the terghonth period under review, any significant impaethe financial position or
profitability of the Company and/or the Group.
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11. Subseguent events

No significant subsequent events occurred betweectedber 31, 2011 and April 17, 2012, the date oittwthe financial
statements were approved for publication by the @o&Directors.

12. Recent developments and prospects

Following an exceptional year in 2011, and despitauncertain economic outlook for Europe, the Firene Agache group is
very well placed to continue to deliver robust gtiown all of its businesses in 2012. The Groupratsgy will remain focused on
communicating the core values of its brands andtimg on their successes through a sustained camanit to innovation,
quality, and expansion in the most promising market

Bolstered by its organization’s ability to adaptakly to changing circumstances, and reinforcedheygood balance between

the Group’s different businesses and its wide gaulycal presence, the Financiere Agache group k2 with confidence
and continues to set itself the goal of strengtigiits leadership position in the worldwide luxggods market.
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1. Consolidated income statement
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(EUR millions, except for earnings per share) NC¢ 2011 2010 2009
Revenue 22-23 24,615 21,112 17,744
Cost of sales (8,367) (7,448) (6,422)
Gross margin 16,248 13,664 11,322
Marketing and selling expenses (8,903) (7,542) (6,422)
General and administrative expenses (2,031) (1,795) (1,547)
Profit from recurring operations 22-23 5,314 4,327 3,353
Other operating income and expenses 24 (84) (134) (162)
Operating profit 5,230 4,193 3,191
Cost of net financial debt (230) (241) (302)
Other financial income and expenses (93) 756 (92)
Net financial income (expense) 25 (323) 515 (394)
Income taxes 26 (1,476) (1,484) (875)
Income (loss) from investments in associates 7 10 41 3
Net profit before minority interests 3,441 3,265 1,925
Minority interests 2,529 2,358 1,404
Net profit, Group share 912 907 521
Basic Group share of net profit per shar§EUR) 27 287.72 286.14 164.37
Diluted Group share of net profit per share(EUR) 27 285.51 284.57 164.05
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2. Consolidated statement of comprehensive gains@iosses

(EUR millions) 2011 2010 2009
Net profit before minority interests 3,441 3,265 1,925
Translation adjustments 195 689 (128)
Tax impact 47 89 (20)
242 778 (148)

Change in value of available for sale financiaktss 1,621 501 254
Amounts transferred to income statement (66) 35 (22)
Tax impact (121) (35) (26)
1,434 501 206

Change in value of hedges of future foreign cuiyerash flows 68 (26) 129
Amounts transferred to income statement (165) (25) (118)
Tax impact 27 14 (2)
(70) 27) 9

Change in value of vineyard land 25 206 (53)
Tax impact (112) (71) 18
14 135 (35)

Gains and losses recognized in equity 1,620 1,387 32
Comprehensive income 5,061 4,652 1,957
Minority interests 3,722 3,195 1,325
Comprehensive income, Group share 1,339 1,457 632
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Assets

(EUR millions) Notes 2011 2010 2009
Brands and other intangible assets — net 3 13,786 11,391 10,979
Goodwill — net 4 7,857 5,905 5,129
Property, plant and equipment — net 6 8,317 7,010 6,349
Investments in associates 7 561 681 503
Non-current available for sale financial assets 8 6,278 4,149 791
Other non-current assets 1,525 1,704 1,754
Deferred tax 26 761 699 555
Non-current assets 39,085 31,539 26,060
Inventories and work in progress 9 7,798 6,254 5,911
Trade accounts receivable 10 1,945 1,629 1,515
Income taxes 132 105 226
Other current assets 11 2,613 2,548 2,391
Cash and cash equivalents 13 2,622 2,896 2,859
Current assets 15,110 13,432 12,902
TOTAL ASSETS 54,195 44,971 38,962
Liabilities and equity Notes 2011 2010 2009
Share capital 51 51 51
Share premium account 442 442 442
Treasury shares and related derivatives (12) (16) (43)
Revaluation reserves 1,201 836 512
Other reserves 3,952 3,256 2,787
Cumulative translation adjustment 126 64 (162)
Net profit, Group share 912 907 521
Equity, Group share 14 6,672 5,540 4,108
Minority interests 16 18,110 14,123 11,691
Equity 24,782 19,663 15,799
Long term borrowings 17 6,449 6,062 6,955
Non-current provisions 18 1,434 1,194 1,002
Deferred taxes 26 4,673 4,097 3,863
Other non-current liabilities 19 5,014 4,587 3,337
Non-current liabilities 17,570 15,940 15,157
Short term borrowings 17 5,168 3,771 3,515
Trade accounts payable 3,012 2,348 1,956
Income taxes 460 451 221
Current provisions 18 359 348 355
Other current liabilities 20 2,844 2,450 1,959
Current liabilities 11,843 9,368 8,006
TOTAL LIABILITIES AND EQUITY 54,195 44,971 38,962
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4. Consolidated statement of changes in equity

Revaluation reserves Total equity
Hedges of Net
Share Treasury Available future profit
capital: shares and Cumulative for sale foreign and
Number Share Share related translation financial currency Vineyard other Group  Minority
(EUR millions) of shares  capital premium derivatives adjustment assets cash flows land reserves share interests Total
Notes 14.1 14.2 14.4 16
As of December 31, 2008 3,173,352 51 442 (46) (115) 152 7 203 2,812 3,506 10,996 14,502
Gains and losses recognized
in equity (39) 156 3 9) 111 (79) 32
Net profit 521 521 1,404 1,925
Comprehensive income (39) 156 3 9) 521 632 1,325 1,957
Stock option plan and
similar expenses 18 18 34 52
(Acquisition)/disposal of
treasury shares and related
derivatives 3 (16) (13) 1) (14)
Capital increase in
subsidiaries - 29 29
Interim and final dividends
paid (23) (23) (677) (700)
Changes in control of
consolidated entities 3) 8 - 11 11
Acquisition and disposal of
minority interests’ shares (12) (12) 4 (8)
Purchase commitments
for securities - (30) (30)
As of December 31, 2009 3,173,352 51 442 (43) (162) 308 10 194 3,308 4,108 11,691 15,799
Gains and losses recognized
in equity 226 296 @ 30 550 837 1,387
Net profit 907 907 2,358 3,265
Comprehensive income 226 296 ) 30 907 1,457 3,195 4,652
Stock option plan and
similar expenses 19 19 34 53
(Acquisition)/disposal of
treasury shares and related
derivatives 27 (23) 4 151 155
Capital increase in
subsidiaries - - 11 11
Interim and final dividends
paid (63) (63) (793) (856)
Changes in control of
consolidated entities - - 3) 3)
Acquisition and disposal of
minority interests’ shares 25 25 (44) (19)
Purchase commitments
for securities (10) (10 (119) (129)
As of December 31, 2010 3,173,352 51 442 (16) 64 604 8 224 4,163 5,540 14,123 19,663
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Revaluation reserves Total equity
Hedges of Net

Share Treasury Available future profit

capital: shares and Cumulative for sale foreign and

Number Share Share related translation financial currency Vineyard other Group  Minority
(EUR millions) of shares  capital premium derivatives _adjustment assets  cash flows land reserves share interests  Total
Notes 14.1 14.2 14.4 16
As of December 31,
2010 3,173,352 51 442 (16) 64 604 8 224 4,163 5,540 14,123 19,663
Gains and losses
recognized
in equity 61 421 (31) 4 455 1,165 1,620
Net profit 912 912 2,529 3,441
Comprehensive income 61 421 (31) 4 912 1,367 3,694 5,061
Stock option plan and
similar expenses 22 22 39 61
(Acquisition)/disposal of
treasury shares and related
derivatives 4 - (1) - (1) 14 16 96 112
Capital increase in
subsidiaries - - 4 4
Interim and final
dividends paid (476) (476) (906) (1,382)
Changes in control of
consolidated entities - 1 (18) 1) (8) 258 232 2,112 2,344
Acquisition and disposal
of minority interests’
shares - (785)  (785)
Purchase commitments
for securities 29) (29 (267)  (296)
As of December 31, 2011 3,173,352 51 442 (12) 126 1,006 (24) 219 4,864 6,672 18,110 24,782
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5. Consolidated cash flow statement

(EUR millions) Notes 2011 2010 2009
| - OPERATING ACTIVITIES AND OPERATING INVESTMENTS

Operating profit 5,230 4,193 3,191
Net increase in depreciation, amortization and igions 1,030 806 833
Other computed expenses (40) (126) (37)
Dividends received 69 57 22
Other adjustments (33) 2 (44)
Cash from operations before changes in working cafal 6,256 4,928 3,965
Cost of net financial debt: interest paid (222) (227) (330)
Income taxes paid (1,568) (908) (910)
Net cash from operating activities before changes working capital 4,466 3,793 2,725
Change in trade accounts receivable (65) (14) 216
Change in trade accounts payable 339 297 (374)
Change in other receivables and payables (42) 103 191
Total change in working capital (552) 270 144
Net cash from operating activities 3,914 4,063 2,869
Purchase of tangible and intangible fixed assets (1,831) (1,098) (783)
Proceeds from sale of tangible and intangible fiassets 31 34 27
Guarantee deposits paid and other operating inesgtm (16) (8) (6)
Operating investments (1,816) (1,072) (762)
Net cash from operating activities and operating imestments 2,098 2,991 2,107
(free cash flow)

Il - FINANCIAL INVESTMENTS

Purchase of non-current available for sale findrasaets (563) (1,790) (175)
Proceeds from sale of non-current available fae §abhncial assets 8 60 156 56
Impact of purchase and sale of consolidated inverstsi?) 2.4 (772) 151 66
Net cash from (used in) financial investments (1,275) (1,483) (53)
IIl - TRANSACTIONS RELATING TO EQUITY

Capital increases of subsidiaries subscribed byz)mywinterest&a) 98 121 42
Interim and final dividends paid by Financiere AgaSA 14.3 (475) (63) (23)
Interim and final dividends paid to minority intste in consolidated subsidiaries (908) (794) (677)
Purchase and proceeds from sale of minority interes 2.4 (2,413) (185) -
Net cash from (used in) transactions relating to agty (2,698) (921) (658)
IV - FINANCING ACTIVITIES

Proceeds from borrowings 3,169 1,181 3,346
Repayment of borrowings (1,825) (2,076) (4,007)
Non-Group current accounts 203 97 367
Purchase and proceeds from sale of current avaifabkale financial assets 33 (41) 325
Net cash from (used in) financing activities 1,580 (839) 31
V - EFFECT OF EXCHANGE RATE CHANGES 55 170 (114)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S (I+lI+111+IV+V) (240) (82) 1,313
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 13 2,478 2,560 1,247
CASH AND CASH EQUIVALENTS AT END OF PERIOD 13 2,238 2,478 2,560
Transactions included in the table above, genegatinchange in cash:

- acquisition of assets by means of finance leases 3 6 12

(a) The impact of the amount attributable to thguégition of Bulgari carried out by the capital inase of LVMH SA is not reflected in these linenite
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NOTE 1 - ACCOUNTING POLICIES

1.1 General framework and environment

The consolidated financial statements for the yeaded December 31, 2011 were established in acumrdwith
international accounting standards and interpatati(IAS/IFRS) adopted by the European Union andicaipe on
December 31, 2011.

These standards and interpretations have beenedpgiinsistently to the fiscal years presented. bkl consolidated
financial statements were approved for publicakigrthe Board of Directors on April 17, 2012.

1.2 Changes in the accounting framework in 2011

Standards, amendments and interpretations for whegbplication is mandatory in 2011

The standards, amendments and interpretationscapfi to the Group that have been implemented slanaary 1, 2011
are limited to the amendment to IAS 24 regardifgteel party transactions.

This amendment does not have a significant impad¢he Group’s consolidated financial statements.

Standards, amendments and interpretations for whegbplication is mandatory after 2011

The following standards, amendments and interpogimtapplicable to the Group, whose mandatory agptin date is
January 1, 2012, were not applied early in 201dy tielate to:

« amendment to IAS 1 on the presentation of gangsl@asses recognized in equity;

« amendment to IFRS 7 on required disclosures irtdeat of a change in valuation method of finanasaets.

The application of these standards, amendmentsnémgbretations in 2012 is not expected to havégaificant impact on
the Group’s consolidated financial statements.

New or revised standards, amendments or interpyegagpplicable to the Group from January 1, 2GLbject to adoption
by the European Union), whose impacts are curremttler analysis, are:

« amendments to IAS 19 on employee benefit commmitsme/hich require full and immediate recognitiontioé effect of
actuarial differences taken directly to equity ane calculation of the expected return on plantasse the basis of the
discount rate used to value the underlying oblagatather than on the basis of market expectafum®turns.

The Group applies the partial recognition in theoime statement for actuarial gains and lossesNe&® 1.21). In light of
the change of the standards, the Group will retrealy recognize an additional provision in the ambof 84 million euros
as well as the associated deferred tax assetsli®. Zhe provision, which corresponds to the balafcactuarial gains and
losses not yet recognized as of January 1, 20&lddke of the transition to IAS 19R, will be recamgui as an adjustment to
equity. The impact on the income statement in sylomat years currently under analysis is not expletcidoe significant.

1.3 First-time adoption of IFRS

The first accounts prepared by the Group in aceweavith IFRS were the financial statements foryewer ended December
31, 2005, with a transition date of January 1, 20BRS 1 allowed for exceptions to the retrospectipplication of IFRS at
the transition date. The procedures implementeithéycroup with respect to these exceptions aredliselow:

« business combinations: the exemption from rego8pe application was not applied. The Financi&gache group has
retrospectively restated acquisitions made sin@8,1the date of the initial consolidation of LVMHS 36 Impairment
of Assets and IAS 38 Intangible Assets were appldspectively as of this date;

« measurement of property, plant and equipmentrstadgible assets: the option to measure thes¢sasskir value at the
date of transition was not applied with the exaaptf the entire real estate holdings of Christidor @outure, La Belle
Jardiniére and Le Bon Marché;

* employee benefits: actuarial gains and lossesgiqusly deferred under French GAAP at the dateramdition were
recognized,;
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» foreign currency translation of the financialtstaents of subsidiaries outside the euro zoneslaian reserves relating
to the consolidation of subsidiaries that prephedrtaccounts in foreign currency were reset to zarof January 1, 2004
and offset against “Other reserves”;

« share-based payment: IFRS 2 Share-Based Paymeappiged to all share subscription and share pseloation plans
that were open at the date of transition, includimase created before November 7, 2002, with tipicgtion of the
standards before that date being optional.

1.4 Use of estimates

For the purpose of preparing the consolidated Girmnstatements, measurement of certain balancet red income
statement items requires the use of hypothesésiates or other forms of judgment. This is partelyl true of the valuation
of intangible assets, purchase commitments for ritinmterests and of the determination of the amaaf provisions for
contingencies and losses or for impairment of itwees and, if applicable, deferred tax assetshSwypotheses, estimates
or other forms of judgment which are undertakernthenbasis of the information available, or situasigprevalent at the date
of preparation of the accounts, may prove diffefeorh the subsequent actual events.

15 Methods of consolidation

The subsidiaries in which the Group holds a diosedhdirectde factoor de jurecontrolling interest are fully consolidated.
Jointly controlled companies are consolidated utfiegequity method.

For distribution subsidiaries operating in accomawith the contractual distribution arrangemenith whe Diageo group,
only the portion of assets and liabilities and hssof operations relating to the Group’s actiwsties included in the

consolidated financial statements (see Note 1.23).

Companies where the Group has significant infludndeno controlling interest are accounted for usheequity method.

1.6 Foreign currency translation of the financial satements of subsidiaries outside the euro zone

The consolidated financial statements are statedunos; the financial statements of subsidiariesedt in a different
functional currency are translated into euros:

« at the period-end exchange rates for balancd gbess;

e at the average rates for the period for incoratestent items.

Translation adjustments arising from the applicatad these rates are recorded in equity under “Catival translation
adjustment”.

1.7 Foreign currency transactions and hedging of eékhange rate risks

Transactions of consolidated companies denominiatedcurrency other than their functional curreacéee translated to
their functional currencies at the exchange rateggiling at the transaction dates.

Accounts receivable, accounts payable and debtsndieated in currencies other than the entitiestfiomal currencies are
translated at the applicable exchange rates atb#ti@nce sheet date. Unrealized gains and lossettimgsfrom this
translation are recognized:

* within cost of sales in the case of commerciahs$actions;

» within net financial income/expense in the casnancial transactions.

Foreign exchange gains and losses arising frontrémslation or elimination of inter-company transats or receivables
and payables denominated in currencies other tharemtity’s functional currency are recorded in theome statement
unless they relate to long term inter-company foiag transactions which can be considered as tctinsa relating to
equity. In the latter case, translation adjustmangsrecorded in equity under “Cumulative transtatidjustment”.

Derivatives designated as hedges of commerciasactions denominated in a currency other thanuthetibnal currency of

the entity are recognized in the balance shedieait market value at the balance sheet date andlzamyge in the market
value of such derivatives is recognized:
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« within cost of sales for the effective portiontefdges of receivables and payables recognizdteibdlance sheet at the
end of the period;

< within equity (as “Revaluation reserves”) for teiéective portion of hedges of future cash flowsgtpart is transferred
to cost of sales at the time of recognition oftieeged assets and liabilities);

< within net financial income/expense for the ieeffve portion of hedges; changes in the valueissfadint and premium
associated with forward contracts, as well as e tvalue component of options, are systematicatigsidered as
ineffective portions.

When derivatives are designated as hedges of satisil equity outside the euro zone (net investnieulge), any change
in fair value of the derivatives is recognized witkquity under “Cumulative translation adjustmeiat” the effective portion
and within net financial income/expense for thefemive portion.

Market value changes of derivatives not designatekdedges are recorded within net financial incerpense.

See also Note 1.19 regarding the definition ofdrecepts of effective and ineffective portions.

1.8 Brands, trade names and other intangible assets

Only acquired brands and trade names that arekweln and individually identifiable are recordedaasets at their values
calculated on their dates of acquisition.

Brands and goodwill are chiefly valued on the basihe present value of forecast cash flows, arashparable transactions
(i.e. using the revenue and net profit coefficiemtsployed for recent transactions involving simiteands), or of stock
market multiples observed for related businesséser@omplementary methods may also be employedrayalty method,
involving equating a brand’'s value with the presealue of the royalties required to be paid for utse; the margin
differential method, applicable when a measuraliferénce can be identified between the amouneweénue generated by a
branded product in comparison with an unbrandedywt and finally the equivalent brand reconstitatimethod involving,
in particular, estimation of the amount of advémtisrequired to generate a similar brand.

Costs incurred in creating a new brand or developmgxisting brand are expensed.

Brands, trade names and other intangible assetsfinith useful lives are amortized over their estied useful lives. The
classification of a brand or trade name as an adseefinite or indefinite useful life is generalbased on the following
criteria:

» the brand or trade name’s positioning in its marxpressed in terms of volume of activity, intgional presence and
notoriety;

« its expected long term profitability;

« its degree of exposure to changes in the econemitonment;

e any major event within its business segmentdidblcompromise its future development;
e its age.

Amortizable lives of brands and trade names witfinide useful lives range from 15 to 40 years, defieg on their
estimated period of utilization.

Any impairment expense of brands and trade namgésimrsome cases, amortization expense, are reaymithin “Other
operating income and expenses”.

Impairment tests are carried out for brands, treatees and other intangible assets using the mdtigyddescribed in Note
1.12.

Research expenditure is not capitalized. New prodercelopment expenditure is not capitalized untlessinal decision to
launch the product has been taken.

Intangible assets other than brands and trade naraesmortized over the following periods:

» leasehold rights, key money: based on marketitiond generally between 100% and 200% of the |pasi®d;
« development expenditure: three years at most;

« software: one to five years.
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1.9 Goodwill

When the Group takege jureor de factocontrol of an enterprise, its assets, liabili@sl contingent liabilities are estimated
at their fair value as of the date when controbligained and the difference between the cost ahgakontrol and the
Group’s share of the fair value of those asseibijliiies and contingent liabilities is recognizasigoodwiill.

The cost of taking control is the price paid by Geup in the context of an acquisition, or anreate of this price if the
transaction is carried out without any payment a$l; excluding acquisition costs which are disdoseder “Other
operating income and expenses”.

As of January 1, 2010, in accordance with IAS 2A/{ga), the difference between the carrying amofintinority interests
purchased after control is obtained and the praie for their acquisition is deducted from equity.

Goodwill is accounted for in the functional currgrag the acquired entity.

Goodwill is not amortized but is subject to annimapairment testing using the methodology descriipetote 1.12. Any
impairment expense recognized is included withith& operating income and expenses”.

1.10  Purchase commitments for minority interests

The Group has granted put options to minority dhalders of certain fully consolidated subsidiaries.

Pending specific guidance from IFRSs regardingisisise, the Group recognizes these commitmentdlas/$o

« the value of the commitment at the closing daigears in “Other non-current liabilities”;

e the corresponding minority interests are recfasbiand included in the above amount;

e for commitments granted prior to January 1, 20tt® difference between the amount of the commitsemd
reclassified minority interests is maintained asasset on the balance sheet under goodwill, as ageBubsequent
changes in this difference. For commitments gramteadf January 1, 2010, the difference betweeratheunt of the

commitments and of the reclassified minority ing¢sds recorded in equity, under “Other reserves”.

This accounting policy has no effect on the prest@nt of minority interests within the income statmt.

1.11  Property, plant and equipment

With the exception of vineyard land, the gross gabi property, plant and equipment is stated atiadgpn cost. Any
borrowing costs incurred prior to the placed-invem date or during the construction period of &saee capitalized.

Vineyard land is recognized at the market valuthatbalance sheet date. This valuation is baseuffimial published data
for recent transactions in the same region, orrmependent appraisals. Any difference comparedistmrital cost is
recognized within equity in “Revaluation reservd$'market value falls below acquisition cost theuking impairment is
charged to the income statement.

Vines for champagnes, cognacs and other wines peadoy the Group, are considered as biologicatassedefined in IAS
41 Agriculture. As their valuation at market valdiéfers little from that recognized at historicabst, no revaluation is
undertaken for these assets.

Investment property is measured at cost.

Assets acquired under finance leases are capdatizehe basis of the lower of their market valod the present value of
future lease payments.

The depreciable amount of property, plant and eqgaigg comprises the acquisition cost of their congmts less residual
value, which corresponds to the estimated dispmseg of the asset at the end of its useful life.

—47



//\

4

FINANCIERE AGACHE
CONSOLIDATED FINANCIAL STATEMENTS
Notes to the consolidated financial statements

Property, plant and equipment is depreciated amagght-line basis over its estimated useful lifee estimated useful lives
are as follows:

e Buildings including investment property 20 to 50 years;
e Machinery and equipment 3 to 25 years;
e Store improvements 3 to 10 years;
e Producing vineyards 18 to 25 years.

Expenses for maintenance and repairs are charghd tocome statement as incurred.

1.12  Impairment testing of fixed assets

Intangible and tangible fixed assets are subje@infairment testing whenever there is any indicatitat an asset may be
impaired, and in any event at least annually ind&ee of intangible assets with indefinite usdftdd (mainly brands, trade
names and goodwill). When the carrying amount sétssindefinite useful lives with is greater thha higher of their value

in use or net selling price, the resulting impaintéss is recognized within “Other operating in@mr@Nd expenses”,

allocated in priority to any existing goodwiill.

Value in use is based on the present value of dish ows expected to be generated by these adssitselling price is
estimated by comparison with recent similar tratisas or on the basis of valuations performed lependent experts.

Cash flows are forecast for each business segménédes one or several brands or trade names timeleesponsibility of
a dedicated management team. Smaller scale caghnagjag units, e.g. a group of stores, may berdjsished within a
particular business segment. The forecast datareehfor the cash flow methods is based on budgetsbusiness plans
prepared by management of the related businessesggm

The forecast data required for the cash flow metbdshsed on budgets and business plans prepaneduiggement of the
related business segments. Detailed forecasts eofree-year period (with the exception of Christi2aior Couture, which
prepares three-year forecasts), a period which trayextended in the case of certain brands undeygsirategic
repositioning, or which have a production cycleesding five years. An estimated final value is atidethe value resulting
from discounted forecast cash flows which corregigaio the capitalization in perpetuity of cash fomost often arising
from the last year of the plan. When several fesesaenarios are developed, the probability of oecice of each scenario
is assessed. Forecast cash flows are discountdateobasis of the rate of return to be expected rbynaestor in the
applicable business and include assessment oifsthéactor associated with each business.

1.13  Available for sale financial assets
Financial assets are classified as current or morest based on their nature.

Non-current available for sale financial assets mase strategic and non-strategic investments wigtemated period and
form of ownership justify such classification.

Current available for sale financial assets incltetaporary investments in listed or unlisted se@sjtshares or units of
“SICAV”, “FCP” and other mutual funds, excluding irstsments made as part of the daily cash manageméith are
accounted for as cash and cash equivalents (seelNd).

Available for sale financial assets are measuratiait listed value at balance sheet date in tise cd quoted investments,
and at their net realizable value at that datbéncase of unquoted investments.

Positive or negative changes in value are takesgtity within “Revaluation reserves”. If an impaiméoss is judged to be

definitive, an impairment is recognized and chargedet financial income/expense; the impairmewinty reversed through
the income statement at the time of sale of theerlyidg available for sale financial assets.

1.14  Inventories and work in progress
Inventories other than wine produced by the Grougracorded at the lower of cost (excluding inteesgense) and net

realizable value; cost comprises manufacturing (fosshed goods) or purchase price plus incidentsts (raw materials,
merchandise).
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Wine produced by the Group, especially champagnmeaasured at the applicable harvest market vakid,the harvested
grapes had been purchased from third parties. ttitlate of the harvest, the value of grapeslculzded pro rata temporis
on the basis of the estimated yield and marketevalu

Inventories are valued using the weighted averagear FIFO methods.

Due to the length of the aging process requiredcf@mpagne and spirits (cognac, whisky), the hgldiariod for these
inventories generally exceeds one year. Howeveacoordance with industry practices, these invéggasre nevertheless
classified as current assets.

Provisions for impairment of inventories are chiefecognized for businesses other than Wines andtsSprhey are
generally required because of product obsolescéemee of season or collection, date of expiry, ets.)lack of sales
prospects.

1.15 Trade accounts receivable, loans and other reeables

Trade accounts receivable are recorded at thedr Vatue. A provision for impairment is recordedhiir net realizable
value, based on the probability of their collectimnless than their carrying amount.

The amount of long term loans and receivables tfi@se falling due in more than one year) is suljediscounting, the
effects of which are recognized under net financieme/expense using the effective interest rathau.

1.16  Cash and cash equivalents

Cash and cash equivalents comprise cash on hankiging liquid monetary investments subject to asignificant risk of
changes in value overtime.

Monetary investments are measured at their maddelevand at the exchange rate prevailing at thenbel sheet date, with
any changes in value recognized as part of nendiahincome/expense.

1.17 Provisions

A provision is recognized whenever an obligatioisesxtowards a third party resulting in a probatibursement for the
Group, the amount of which may be reliably estimate

When execution of its obligation is expected todeé&erred by more than one year, the provision amnsudiscounted, the
effects of which are recognized in net financi@lome/expense using the effective interest rate ogeth

1.18 Borrowings

Borrowings are measured at amortized cost, i.e. mamialue net of premium and issue expenses, whiehcharged
progressively to net financial income/expense utliegeffective interest method.

In the case of hedging against fluctuations innthminal amount of borrowings resulting from chanigesiterest rates, both
the hedged amount of borrowings and the relateddsedre measured at their market value at the dmksimeet date, with
any changes in those values recognized withininab€ial income/expense for the period. Fair valfibedged borrowings
is determined using similar methods as those destiereafter in Note 1.19.

In the case of hedging against fluctuations in rieitinterest payments, the related borrowings remadasured at their
amortized cost whilst any changes in value of tffecéve hedge portions are taken to equity as pértRevaluation
reserves”.

Changes in value of non-hedge derivatives, and efirbffective portions of hedges, are recognizethiwinet financial
income/expense.

Financial debt bearing embedded derivatives is uredsat fair value; changes in fair value are recod within net
financial income/expense.

Net financial debt comprises short and long ternrdwings, the market value at the balance sheeat dhainterest rate
derivatives, less the amount at the balance statetad current available for sale financial assedsh and cash equivalents,
and other financial assets, in addition to the miavialue at the balance sheet date of relatedgioeichange derivatives.

See also Note 1.19 regarding the definition ofdiecepts of effective and ineffective portions.
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1.19  Derivatives
The Group enters into derivative transactions asgddts strategy for hedging foreign exchange amdrest rate risks.

IAS 39 subordinates the use of hedge accountindetoonstration and documentation of the effectivenashedging
relationships when hedges are implemented and gubesty throughout their existence. A hedge is wmered to be
effective if the ratio of changes in the valuelod derivative to changes in the value of the hedmetkrlying remains within
a range of 80 to 125%.

Derivatives are recognized in the balance she¢heit fair value at the balance sheet date. Changédlseir value are
accounted for as described in Note 1.7 in the o&$ereign exchange hedges, and as described ia Na@8 in the case of
interest rate hedges.

Market value is based on market data and on comma@d valuation models, and may be confirmedénctse of complex
instruments by reference to values quoted by indggmet financial institutions.

Derivatives with maturities in excess of twelve rtimare disclosed as non-current assets and tiebili

1.20 Financiere Agache, Christian Dior and LVMH treasury shares and related derivatives

Financiére Agache treasury shares

Financiére Agache shares that are held by the Gapeipneasured at their acquisition cost and rezegnas a deduction
from consolidated equity, irrespective of the pwefor which they are held.

The cost of disposals of shares is determinedIbgation category using the FIFO method. Gainslaases on disposal are
taken directly to equity.

Christian Dior and LVMH treasury shares and relatecedvatives

Purchases and sales by Christian Dior and LVMH eirtbwn shares, resulting in changes in percentagdings of
Financiére Agache Group in Christian Dior and LVMdfe treated in the consolidated accounts of Fieemégache group
as acquisitions and disposals of minority interests

As from January 1, 2010, in accordance with thésesl/version of IFRS 3, changes in the percentaginahciere Agache’s
ownership interest in Christian Dior and LVMH haveeh taken to equity. As this provision is appliedspectively,
goodwill recognized as of December 31, 2009 is taaied as an asset on the balance sheet.

LVMH-share settled derivatives that are held by Gmwup are measured at their acquisition cost awdgnized as a
deduction from consolidated equity.

1.21  Pensions, reimbursements of medical costs aother employee commitments

When retirement indemnity plans, pensions, medicsts and other commitments entail the paymenthieyGroup of
contributions to third party organizations whicts@se the exclusive responsibility for paying théreenent indemnities,
pensions or medical expense reimbursements, tltoegghetions are expensed in the period in whiagkytfall due with no
liability recorded on the balance sheet.

When retirement indemnity plans, pensions, medioats and other commitments are to be borne bgtbap, a provision
is recorded in the balance sheet in the amourtteo€tbrresponding actuarial commitment for the Graun any changes in
this provision are expensed within profit from re@g operations over the period, including effeaftsliscounting.

If this commitment is either partially or whollyrided by payments made by the Group to externahdiahorganizations,
these payments are deducted from the actuarial domemt recorded in the balance sheet.

The actuarial commitment is calculated based oasassents that are specifically designed for thenttpland the Group
company concerned. In particular, these assessnirdliisde assumptions regarding salary increasefation, life
expectancy, staff turnover.

Cumulative actuarial gains or losses are amortigeat the year-end, they exceed 10% of the highéneototal commitment

or the market value of the funded plan assets. & gass or losses are amortized in the periodviatig their recognition
over the average residual active life of the raieanployees.
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1.22 Current and deferred tax

Deferred tax is recognized in respect of tempoudifferences arising between the amounts of assalsliabilities for
purposes of consolidation and the amounts resuitorg application of tax regulations.

Deferred tax is measured on the basis of the indameates enacted at the balance sheet datefféioe @ changes in rates
is recognized during the periods in which changesaacted.

Deferred tax is recognized in respect of tempoudifferences arising between the amounts of assalsliabilities for
purposes of consolidation and the amounts resuitorg application of tax regulations.

Deferred tax assets and liabilities are not distedin

Taxes payable in respect of the distribution o&iretd earnings of subsidiaries are provided fatisfribution is deemed
probable.

1.23  Revenue recognition

Revenue

Revenue mainly comprises retail sale within the @®store network and sales through distributoede$Smade in stores
owned by third parties are treated as retail tretieas if the risks and rewards of ownership ofithentories are retained by
the Group.

Direct sales to customers are made through retaiés for Fashion and Leather Goods, Selective IRefaand Christian
Dior Couture, as well as certain Watches and JevegidyPerfumes and Cosmetics brands. These salescagnized at the
time of purchase by retail customers.

Wholesale sales through distributors are made foreg/and Spirits, and certain Perfumes and Cosmatidd/Vatches and
Jewelry brands. The Group recognizes revenue wtienransfers to third party customers, generafipn shipment.

Revenue includes shipment and transportation cesdtélled to customers only when these costs areded in products’
selling prices as a lump sum.

Revenue is presented net of all forms of discounpdrticular, payments made in order to have prisdieferenced or, in
accordance with agreements, to participate in didigy campaigns with the distributors, are deddidtem related revenue.

Provisions for product returns

Perfumes and Cosmetics and, to a lesser extentioRaaid Leather Goods and Watches and Jewelry auegpenay accept
the return of unsold or outdated products fromrtbestomers and distributors.

Where this practice is applied, revenue and theesponding trade receivables are reduced by tiraagstd amount of such
returns, and a corresponding entry is made to toviers. The estimated rate of returns is basedtatistics of historical
returns.

Businesses undertaken in partnership with Diageo

A significant proportion of revenue for the Groupdines and Spirits businesses are achieved withenfiamework of

distribution agreements with Diageo generally tgkine form of shared entities, which sell and delivoth groups’ brands
to customers. On the basis of the distributioreagrents, which provide specific rules for alloagtinese entities’ income
statement items and assets and liabilities betwe=Group and Diageo, the Group only recognizeptimton of the income
statement and balance sheet attributable to itshyeumds.

1.24  Advertising and promotion expenses

Advertising and promotion expenses include the scost producing advertising media, purchasing mesiEace,
manufacturing samples and publishing catalogs,iargkneral, the cost of all activities designecptomote the Group’s
brands and products.

Advertising and promotion expenses are recordech upgeipt or production of goods or upon completadnservices
rendered.
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1.25  Stock option and similar plans

Share purchase and subscription option plans giega recognition of an expense based on the @ation of the expected
benefit granted to beneficiaries; the expected fiteisecalculated according to the Black & Scholesthod, on the basis of
the closing share price on the day before the Bivreting at which the plan is instituted.

For bonus share plans, the expected benefit isiledéd on the basis of the closing share pricenerdty before the Board
Meeting at which the plan is instituted, less thant of dividends expected to accrue during trsting period.

For all plans, the amortization expense is appoetioon a straight-line basis in the income statémeer the vesting period,
with a corresponding impact on reserves in therfz@aheet.

For cash-settled compensation plans index-linkethéochange in LVMH share price, the gain over\hsting period is
estimated at each period-end based on the LVMHeshiace at that date, and is charged to the incstiatement on a pro
rata basis over the vesting period, with a corredpm balance sheet impact on provisions. Beyontidate and until the
settlement date, the change in the expected barsfilting from the change in the LVMH share piigeecorded in the
income statement.

1.26  Definition of Profit from recurring operations and Other operating income and expenses

The Group’s main business is the management andlamewent of its brands and trade names. Profit fregurring
operations is derived from these activities, whethey are recurring or non-recurring, core ordedital transactions.

Other operating income and expenses comprises maatement items which, due to their nature, amourfrequency,

may not be considered as inherent to the Grougarreg operations. This caption reflects in patéc the impact of
changes in the scope of consolidation and the imm@ait of brands and goodwill, as well as any sigaift amount of gains
or losses arising on the disposal of fixed assetgructuring costs, costs in respect of dispuiesiny other non-recurring
income or expense which may otherwise distort mapgarability of profit from recurring operation®fn one period to the
next.

1.27  Earnings per share

Earnings per share are calculated based on théntedigwverage number of shares outstanding durmgehiod, excluding
treasury shares.

When applicable, diluted earnings per share areutzibd, where applicable, based on the weightedage number of

shares before dilution. Dilutive instruments issusdsubsidiaries are also taken into consideratanthe purposes of
determining the Group’s share of net profit aftdutebn.

NOTE 2 - CHANGES IN THE PERCENTAGE OF INTEREST IN C ONSOLIDATED ENTITIES

2.1 Fiscal year 2011

Fashion and Leather Goods

By means of a voluntary cash offer closed in Deami#t®11, the Group acquired 51% of Heng Long lmtéonal Ltd.

(“Heng Long”) for an amount of 47 million euros (&@llion Singapore dollars) the founding family agting 49% of the
share capital of Heng Long by means of a reinvastiimethe acquisition structure. Following this ogtéon, Heng Long was
delisted from the Singapore stock exchange in Deeerf011. The share capital held by the foundimgilfais subject to
purchase commitments that can be exercised inadvanches, mainly as from December 2016.

Heng Long is renowned for its expertise in the tagnand finishing of crocodilian leather. Heng Lomes fully
consolidated by the Group with effect from DecemBer2011. Provisional goodwill arising on this aisifion amounts to
24 million euros and minority interests were valuedhe amount of their share in the acquireedated net assets. The
difference between the value of the purchase comemit for the 49% of the share capital held by thenfling family and
minority interests, amounting to 24 million euress deducted from equity.

Watches and Jewelry

Bulgari

On March 5, 2011, one of our subsidiaries, LVMHndoded a memorandum of understanding with the Bufgaily,
under the terms of which the Bulgari family undekdo contribute to LVMH its majority ownership k&in the share
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capital of Bulgari SpA, on the basis of a value gfeare of 12.25 euros for Bulgari shares and a pafily108 LVMH shares
for one Bulgari share, thus implicitly valuing LVMshares at 113 euros per share.

On June 30, 2011, pursuant to this memorandum a@énstanding, the Board of Directors of LVMH Moét Hessy - Louis
Vuitton SA approved the contribution of 55% (48% arfully-diluted basis) of the share capital of BarigSpA and, as
consideration for this contribution, issued 18 ioill new shares, representing 3.5% of the shardatagter this capital
increase.

As of June 30, 2011, the acquisition date of thatradling interest, the ownership stake held by LMMimounted to 76.1%
of the share capital (66% on a fully-diluted basiEBulgari, i.e. 230.1 million shares, resulting e one hand from the
abovementioned contribution transaction, and onather hand from prior acquisitions on the stockkef 57.9 million
shares acquired in the first quarter of 2011 afAdllion shares already held as of December 31020

The carrying amount on the initial consolidationBaflgari, based on the shares owned on June 30, ®dddks down as
follows:

Carrying amount at

acquisition date of Number of Value per
controlling interest shares share
(EUR millions) (millions) (EUR)
Historical cost price of shares 739 63.8 11.58
Remeasurement at acquisition date of controlliherést 42 (a)
Value of shares acquired prior to acquisition of cotrolling interest 781 63.8
Contribution value of shares contributed by fansityareholders 2,038 166.3 12.25
Remeasurement at acquisition date of controlliherést 200 (b)
Value of shares contributed by family shareholders 2,238 166.3
VALUE OF SHARES HELD AS OF JUNE 30, 2011 3,019 230.1

In accordance with IFRS:
(a) Bulgari shares acquired by LVMH prior to tregaisition of the controlling interest were revalust 12.25 euros per share, the share price agetagen

the parties for the acquisition of the controllimjerest, generating a gain of 42 million eurosjolihwas recognized under Other operating income and
expenses (see Note 24).

(b) The Bulgari shares contributed by the famigreholders were revalued according to the excheatgeand the quotation of the LVMH share on tlei$

stock exchange as of the acquisition date of tmeratling interest, June 30, 2011. The impact @& tévaluation, 200 million euros, was recognizedeun
consolidated reserves.

Bulgari was consolidated under the full consolidatroethod from June 30, 2011, according to the p¢age of interest

owned, determined on a fully diluted basis, 66%e Table presented below summarizes the provisialhatation, as of
December 31, 2011, of the purchase price paid bylH\at acquisition date of controlling interest:

Purchase price

(EUR millions) allocation
Brands, other intangible assets and tangible asguts 2,365
Other non-current assets 64
Non-current provisions (69)
Current assets 901
Current liabilities (319)
Net financial debt (24)
Deferred taxes (649)
Revalued net assets 2,269
Minority interests 84%) (772)
Revalued net assets, Group share (66%) 1,497
Provisional goodwill 1,522
Carrying amount of shares held as of June 30, 2011 3,019
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Provisional goodwill, 1,522 million euros, corresgs to Bulgari's expertise, particularly in watcteesl jewelry, in addition
to synergies with the Group’s Watches and Jewedtyvark. The Bulgari brand was estimated at 2,100ianileuros on a
provisional basis.

Since Bulgari SpA is listed on the Milan (ltaly) skoexchange, our subsidiary LVMH launched, in adeoce with

applicable stock market regulations, a public terdier (“OPA”) for all of the Bulgari shares helg Iminority shareholders
at the price of 12.25 euros per share followingdbetribution transaction. On September 28, 20t theaconclusion of this
public tender offer, LVMH held a 98.09% stake in @ardi, authorizing the Group to launch a squeezepwatedure

(“OPRO") for the purchase of the remaining outstagdihares. As of December 31, 2011, the Group &&ld0% stake in
the company.

Shares acquired after June 30, 2011 break dowollaws$:

Number of Value per

Total value shares share

(EUR millions) (millions) (EUR)
Shares acquired through the public tender offer 1,338 1092
Shares acquired through the squeeze-out procedure 82 6.7
Shares acquired on the stock market 33 2.7

Shares acquired after June 30, 2011 1,453 118.6 12.25

In accordance with the memorandum of understandingres acquired through the public tender offelugte 36.8 million
shares issued in connection with the early exeais®nversion options by holders of convertible@® issued in 2009 and
9.5 million shares issued as a result of the eaxigrcise of subscription options granted priorhe &cquisition of the
controlling interest by the Group in favor of sanéxecutives and employees of Bulgari.

Shares acquired after June 30, 2011 represenbargisnent of 1,453 million euros. The differenceveen this amount and
minority interests’ attributable portion of net etssof 772 million euros, which represents 681liarilleuros, was deducted
from consolidated reserves.

Transaction fees relating to the Bulgari acquisitivare recognized in “Other operating income andeasps”; they
represent an amount of 16 million euros (see Néje 2

The impact of the acquisition of Bulgari on Groupltdlows was a cash outflow of 2,025 million eurost of 89 million
euros of cash acquired and of 60 million eurosashcobtained from the exercise of share subsanigidions. A portion of
this amount (705 million euros) represents acqaisét of shares on the market in the first halfhef year, with 1,453 million
euros corresponding to acquisitions of sharesdrsétond half of the year via the public tendegroffhe balance represents
acquisition-related costs.

Bulgari's consolidated revenue for the second ha¥0d 1 amounted to 713 million euros, with operggimofit of 85 million
euros and net profit of 71 million euros. Bulgarisnsolidated revenue for 2011 amounted to 1,27%omsl euros with
operating profit of 109 million euros, after dedagtnon-recurring expenses amounting to 16 milkomos relating to the
alliance with the Group.

ArteCad

In November 2011, the Group acquired 100% of tleeeshapital of the Swiss company ArteCad SA, forsaberation of 60
million Swiss francs (49 million euros), 14 milliosf which will be paid in 2015. ArteCad is one oftleading Swiss
manufacturers of watch dials. ArteCad was fully adidated with effect from December 31, 2011. Primvial goodwill
arising on this acquisition amounts to 46 millioni§s francs (38 million euros).

Selective Retailing

The stake held by the Group in the share capitti@tompany owning the lle de Beauté stores, onleeoeading perfume
and cosmetics retail chains in Russia, was incceisen 45% to 65% in June 2011, for an amount ofrdilon euros. The
Group’s partner benefits from an option to sell temaining 35% stake to the Group, which may beoatsed in tranches
from 2013 to 2016. This investment, which was prasly accounted for under equity method, was fatipsolidated with
effect from June 1, 2011.

The price paid was allocated to the lle de Beawtdetmame, for a provisional amount of 12 milliomosu Provisional

goodwill amounts to 128 million euros, in recogmitiof Sephora’s prospects for expansion in the Rossiarket. Minority
interests were valued in the amount of their siratbe acquiree’s restated net assets, with tHerdiice between the value
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of the purchase commitment for the 35% of shar@alapat was not acquired and non-controlling iests, in the amount of
66 million euros, deducted from consolidated resgrv

2.2 Fiscal year 2010
Wines and Spirits

In December 2010, the Group sold the Montaudon plagme house, which was acquired in 2008. The rigakd under
grape supply contracts previously held by Montaua®mvell as certain industrial assets were retdiyetie Group.

Perfumes and Cosmetics

The activity operated by La Brosse et Dupont wad spBeptember 2010.

Selective Retailing

In July 2010, the Group acquired 70% of the shapstal of Sack’s for a consideration of 75 milliearos and entered into a
purchase commitment for the remaining 30%, exebtésiiom fiscal year 2015. Sack’s is Brazil's leaglionline retailer of
perfumes and cosmetics and is also a top playgreibeauty retail sector in this country. Sack’s fdly consolidated with
effect from August 2010. Goodwill, determined oe thasis of the portion of the net assets acquiyetid Group, amounted
to 75 million euros. The difference between thaigadf the purchase commitment for the 30% of tteeskapital that was
not acquired and minority interests, amountingQar8llion euros, was deducted from equity.

Other activities

In November 2010, the Group increased its percernitagrest in the Samaritaine’s real estate prggsst 57% to 99%, for
consideration of 176 million euros. Acquisition txscorresponding primarily to registration feesioanted to 9 million

euros. The difference between the acquisition prigeluding acquisition costs, and the carrying antoof minority
interests, corresponding to an amount of 81 milkaros, was deducted from Group equity.

2.3 Fiscal year 2009

During fiscal year 2009, there were no significamanges in the percentage of interest in conselidantities.

2.4 Impact on cash and cash equivalents of changeshe percentage of interest in consolidated entés
(EUR millions) 2011 2010 2009
Purchase price of consolidated investments (2,383) (376) (94)
Positive cash balance/(net overdraft) of compaadeslired 174 (10) 1
Proceeds from sale of consolidated investments 29 357 159
(Positive cash balance)/net overdraft of compasids (5) (5) -

IMPACT OF CHANGES IN THE PERCENTAGE OF INTEREST
IN CONSOLIDATED ENTITIES ON CASH AND CASH EQUIVALEN TS (2,185) (34) 66

< In 2011, the main impacts of changes in the pdage interest of consolidated entities break dasvfollows:
- 2,025 million euros for the acquisition of Bulgari

- 44 million euros for the acquisition of 51% oftteLong;

49 million euros for the acquisition of ArteCad;

40 million euros, for the acquisition of a 20%lst in lle de Beauté.

« In 2010, the main impacts of changes in the peage interest of consolidated entities break dasvfollows:
- 185 million euros for the acquisition of minorityterests in the Samaritaine real estate complex;
- 75 million euros for the acquisition of 70% ofcRs.

« In 2010, the main impacts of disposals of comlstéd investments on the Group’s cash and caskatenis break down
as follows:
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- 20 million euros for the disposal of La Bross®apont;
- 13 million euros for the disposal of Montaudon.
« In 2009, the main impacts of changes in the peage interest of consolidated entities break dasvfollows:

- 24 million euros for the acquisition of minorityterests in certain subsidiaries of Sephora Europe

2.5 Impact of acquisitions on period net profit

If the 2011 acquisitions had been carried out a%aafiary 1, the impact on the consolidated incaatersent would have
been as follows:

2011 2011

Published consolidated Pro forma Pro forma consolidated

(EUR millions) income statement adjustments income statement
Revenue 24,615 664 25,279
Profit from recurring operations 5,314 40 5,354

Acquisitions carried out in 2010 and 2009 did ntdna material impact on net profit for those figears.

NOTE 3 - BRANDS, TRADE NAMES AND OTHER INTANGIBLE ASSETS
2011 2010 2009
Amortization
(EUR millions) Gross and impairment Net Net Net
Brands 11,476 (334) 11,142 8,999 8,761
Trade names 3,450 (1,406) 2,044 1,977 1,853
License rights 35 (34) 1 2 15
Leasehold rights 469 (263) 206 137 117
Software 696 (521) 175 144 111
Other 446 (228) 218 132 122
TOTAL 16,572 (2,786) 13,786 11,391 10,979

o/w: assets held under finance leases 14 (14) B )

3.1 Movements in the year

Movements during the year ended December 31, 201ei net amounts of brands, trade names and iotla@gible assets
were as follows:

Gross value Other

(EUR millions) Brands Trade names intangible assets TOTAL
As of December 31, 2010 9,309 3,339 1,18 13,832
Acquisitions - - 26! 265
Disposals and retirements - - (33 (33)
Changes in the scope of consolidation 2,106 12 21, 2,329
Translation adjustment 61 99 1 177
Reclassifications - - ) 2
AS OF DECEMBER 31, 2011 11,476 3,450 1,641 16,572
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Amortization and impairment Other intangible

(EUR millions) Brands Trade names assets TOTAL
As of December 31, 2010 (310) (1,362) (769 (2,441)
Amortization expense (22) 1) (159 (182)
Impairment expense - - (1 (1)
Disposals and retirements - - 3. 32
Changes in the scope of consolidation - - (135 (135)
Translation adjustment (2) (43) (13 (58)
Reclassifications - - (1 (1)
AS OF DECEMBER 31, 2011 (334) (1,406) (1,046 (2,786)
NET CARRYING AMOUNT AS OF DECEMBER

31, 2011 11,142 2,044 60! 13,786

The impact of changes in the scope of consolidatimmespond to the provisional valuation of the Buidrand in the
amount of 2,100 million euros.

The translation adjustment is mainly attributaloléntangible assets recognized in US dollars, arswiss francs, following
the change in the exchange rate of those curremgibsrespect to the euro during the fiscal yedre DFS Galleria trade
name and the Donna Karan brand for the US dollar the TAG Heuer and Hublot brands for the Swissidravere
particularly affected.

The gross value of amortized brands was 433 mikioros as of December 31, 2011.

3.2 Movements in prior years
Net carrying amount Other intangible
(EUR millions) Brands Trade names assets TOTAL
As of December 31, 2008 8,702 1,909 37 10,981
Acquisitions - - 8 83
Disposals and retirements - - (1 (1)
Changes in the scope of consolidation 94 - 96
Amortization expense (22) - (101 (123)
Impairment expense - - -
Translation adjustment (1) (56) (57)
Other movements (12) - 1 -
As of December 31, 2009 8,761 1,853 36 10,979
Acquisitions 1 - 13 140
Disposals and retirements - - (13 (13)
Changes in the scope of consolidation (2) - 2
Amortization expense (24) - (10¢ (133)
Impairment expense - - -
Translation adjustment 263 124 2 416
AS OF DECEMBER 31, 2010 8,999 1,977 41 11,391

Changes in the scope of consolidation for the yrde@ December 31, 2009 are mainly attributabl@ééarécognition of the
Royal Van Lent-Feadship brand in the amount of 98anieuros.
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3.3 Brand and trade names

The breakdown of brands and trade names by busijmnesp is as follows:

2011 2010 2009

Amortization and
(EUR millions) Gross impairment Net Net Net

Christian Dior Couture

12 - 12 12 12
Wines and Spirits 2,804 (47 2,757 2,762 2,754
Fashion and Leather Goods 3,617 (227 3,390 3,381 3,357
Perfumes and Cosmetics 1,28¢ (23 1,265 1,264 1,262
Watches and Jewelry 3,52¢ (€ 3,518 1,380 1,167
Selective Retailing 3,407 (1,358 2,049 1,976 1,853
Other activities 27¢ (7€ 195 201 209
BRANDS AND TRADE NAMES 14,92¢ (1,74C 13,186 10,976 10,614

The brands and trade names recognized in the tdiuee are those that the Group has acquired. Tiheigml acquired
brands and trade names as of December 31, 2011 are:

* Wines and Spirits: Hennessy, Moét & Chandon chames, Veuve Clicquot, Krug, Chateau d’Yquem, Belvedere
Glenmorangie, Newton Vineyards and Numanthia Termes

e Fashion and Leather Goods: Louis Vuitton, Febdinna Karan New York, Céline, Loewe, Givenchy, KeriEbomas
Pink, Berluti and Pucci;

« Perfumes and Cosmetics: Parfums Christian Dior &@ne Parfums Givenchy, Make Up for Ever, Benefits@etics,
Fresh and Acqua di Parma;

* Watches and Jewelry: Bulgari, TAG Heuer, Zenithplét, Chaumet and Fred;

» Selective Retailing: DFS Galleria, Sephora an@ba Marché, lle de Beauté and Ole Henriksen;

e Other activities: the publications of the mediaup Les Echos-Investir and the Royal Van Lent-Fleiadsrand.

These brands and trade names are recognized baliwece sheet at their value determined as ofateaf their acquisition
by the Group, which may be much less than theinezah use or their net selling price as of the idgpsate for the
consolidated financial statements of the Groups Thinotably the case for the brands Louis Vuittnristian Dior Couture,
Veuve Clicquot, and Parfums Christian Dior, or tredé name Sephora, with the understanding thatishimust not be

considered as exhaustive.

Brands developed by the Group, notably Dom Périgieowell as De Beers Diamond Jewellers developedastaventure
with the De Beers group, are not capitalized inlthkance sheet.

Brands and trade names developed by the Groupditiadto Louis Vuitton, Moét & Chandon, Ruinart, hteessy, Veuve
Clicquot, Parfums Christian Dior and Sephora, represk37% of total brands and trade names capithlizehe balance
sheet and 63% of the Group’s consolidated revem211.

Please refer also to Note 5 for the impairmentriggif brands, trade names and other intangibletasgth indefinite useful
lives.
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NOTE 4 - GOODWILL

2011 2010 2009
(EUR millions) Gross Impairment Net Net Net
Goodwill arising on consolidated investments 7,122 (1,081) 6,041 4,284 4,190
Goodwill arising on purchase commitments for
minority interests 1,816 - 1,816 1,621 939
TOTAL 8,938 (1,081) 7,857 5,905 5,129

Changes in net goodwill during the fiscal years gnésd break down as follows:

2011 2010 2009
(EUR millions) Gross Impairment Net Net Net
As of January 1 6,947 (1,042 5,905 5,129 5,346
Changes in the scope of consolidation 1,742 : 1,743 22 (66)
Changes in purchase commitments
for minority interests 20: : 203 701 (95)
Changes in impairment - (20! (20) (34) (35)
Translation adjustment 42 (19 24 87 (21)
Reclassifications z 2 - -
AS OF DECEMBER 31 8,93¢ (1,081 7,857 5,905 5,129

Changes in the scope of consolidation in 2011 werilsnattributable to the acquisition of Bulgari fb/522 million euros,
lle de Beauté for 128 million euros, ArteCad for 3liam euros and Heng Long for 24 million euros.

Changes in the scope of consolidation in 2010 wexmlgnattributable to the acquisition of a 70% dguitake in Sack’s in
the amount of 76 million euros, net of the effegsulting from the disposal of La Brosse et Duponthim amount of 46
million euros.

Changes in the scope of consolidation in 2009 wetribatable to the allocation of the purchase po€&oyal Van Lent to
the brand, generating a 67 million euro deductimmfgoodwill, and the finalization of the purchgséce allocations of
Montaudon and Hublot for 26 million euros.

Please refer also to Note 19 for goodwill arisimgooirchase commitments for minority interests.

NOTE 5 - IMPAIRMENT TESTING OF INTANGIBLE ASSETS WI TH INDEFINITE USEFUL LIVES

Brands, trade names, and other intangible assdtsimdefinite useful lives as well as the goodwilisang on acquisition
have been subject to annual impairment testingsiyoificant impairment expense has been recogriizedspect of these
items during the course of fiscal year 2011. Asxcdbed in Note 1.12, these assets are generallyedabn the basis of the
present value of forecast cash flows determingtiéncontext of multi-year business plans drawn wgr ¢he course of each
fiscal year.
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The main assumptions retained in 2011 for the detetion of these forecast cash flows are as falow

2011 2010 2009

Growth rate
for the period

Post-tax
discount rate

Growth rate
for the period

Post-tax
discount rate

Growth rate
for the period

Post-tax

Business group discount rate

(percentage) after the plan after the plan after the plan
Christian Dior Couture 8.6 2.0 8.6 2.0 8.2 2.0
Wines and Spirits 7.5t011.2 2.0 7.5t011.6 2.0 7.5t011.6 2.0
Fashion and Leather

Goods 81013.3 2.0 8.7t012.8 2.0 8.71t012.8 2.0
Perfumes and

Cosmetics 81084 2.0 8.0 2.0 8.0 2.0
Watches and Jewelry 8.5 10 10.3 2.0 9.5t010.8 2.0 9.5t010.8 2.0
Selective Retailing 8.4t09.6 2.0 7.5t08.6 2.0 7.5t08.6 2.0
Other 6.5t08.2 2.0 7.51t010.0 2.0 7.5 2.0

Plans generally cover a five-year period, with ¢éixeeption of Christian Dior Couture where they cavénree-year period,
but may be prolonged up to ten years in case ofdsréor which production cycle exceeds five yearbrands undergoing
strategic repositioning.

As the rise in risk premiums in 2011 was offsetldoyer interest rates, discount rates remain closthdse used in 2010.
Annual growth rates applied for the period not cedeby the plans are based on market estimatethdopusiness groups
concerned.

As of December 31, 2011, the intangible assets inidfinite useful lives that are the most sigrafit in terms of their net
carrying amounts and the criteria used for thepaimment testing are as follows:

Brands Growth rate for the

and trade Goodwill Total Post-tax discount period after the  Period covered by

names (EUR rate plans the forecast cash

(EUR millions)  (EUR millions) millions) (percentage’ (percentage’ flows

Louis Vuitton 2,058 404 2,462 8.0 2.0 5 years
Fendi 713 401 1,114 9.5 2.0 5 years
Bulgari 2,100 1,522 3,622 8.5 2.0 10 years
TAG Heuer 1,021 192 1,213 9.2 2.0 5 years
DFS Galleria 1,769 14 1,783 9.6 2.0 5 years
Hennessy 1,067 47 1,114 7.5 2.0 5 years
Sephora 281 624 905 8.4 2.0 5 years

As of December 31, 2011, for the business segntisted above, a change of 0.5 points in the postiscount rate or in the
growth rate for the period not covered by the plaosnpared to rates used as of December 31, 2@iildwmot result in the
recognition of any impairment losses for theserigible assets. The Group considers that changezdess of the 0.5%
limit mentioned above would entail assumptions level not deemed relevant, in view of the curesdnomic environment
and medium- to long term growth prospects for theitess segments concerned.
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With respect to the other business segments, bagh disclosed intangible assets with a carryinguarclose to their value
in use. The carrying amount for each of these gitde assets as of December 31, 2011 as well asniberment loss that
would result from a change of 0.5 points in thetgiag discount rate or in the growth rate for tlegipd not covered by the
plans, compared to rates used as of December 31, 2€e indicated below:

Impairment amount

Amount of Change in post-tax Change in
intangible assets concerne: discount rate growth rate
(EUR millions) as of 12/31/201: +0.5% -0.5%
Wines and Spirits 318 (25) (18)
Watches and Jewelry 457 (18) (9)
Other business groups 474 (25) (17)
TOTAL 1249 (68) (44)
NOTE 6 - PROPERTY, PLANT AND EQUIPMENT
2011 2010 2009
Depreciation and
(EUR millions) Gross impairment Net Net Net
Land 1,071 1,071 1,042 940
Vineyard land and producing vineyards 1,923 (98 1,825 1,787 1,570
Buildings 2,615 (1,148 1,467 1,063 970
Investment property 605 (68 537 299 288
Machinery and equipment 5,803 (3,821 1,982 1,716 1,657
Other tangible fixed assets (including assets ayy@ss) 2,057 (622 1,435 1,103 924
Total 14,074 (5,757 8,317 7,010 6,349
olw: assets held under finance leases 265 (147 118 118 140
historical cost of vineyard land and producing
vineyards 608 (98 510 497 490
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6.1 Movements in the year

Movements in property, plant and equipment duri@gi2break down as follows:

Other tangible
fixed assets

Vineyard land Machinery (including
Gross value and producing Land and Investment and assets in
(EUR millions) vineyards buildings property  equipment progress) TOTAL
As of December 31, 2010 1,878 3,008 361 4,909 1,749 11,905
Acquisitions 18 312 237 514 609 1,690
Change in the market value of vineyard la 25 - - - - 25
Disposals and retirements (1) (38 1) (303) (50) (393)
Changes in the scope of consolidation - 306 - 232 56 594
Translation adjustment 2 82 10 117 18 229
Other movements, including transfers 1 16 (2) 334 (325) 24
AS OF DECEMBER 31, 2011 1,923 3,686 605 5,803 2,057 14,074
Other tangible
fixed assets
Vineyard land Machinery (including
Depreciation and impairment and producing Land and Investment and assets in
(EUR millions) vineyards buildings property equipment progress) TOTAL
As of December 31, 2010 (91) (903) (62) (3,193) (646) (4,895)
Depreciation expense (7 (89) (5) (538) (110) (749)
Impairment expense - 1) - 2 1 2
Disposals and retirements 1 24 1 912 39 356
Changes in the scope of consolidation - (159) - (188) (29) (376)
Translation adjustment 1) (22) (2 (71) (6) (102)
Other movements, including transfers - 2 - (124) 129 7
AS OF DECEMBER 31, 2011 (98) (1,148) (68) (3,821) (622) (5,757)
NET CARRYING AMOUNT
AS OF DECEMBER 31, 2011 1,825 2,538 537 1,982 1,435 8,317

Purchases of property, plant and equipment inchrdperty investments allocated for commercial otakuse, investments
by Louis Vuitton, Christian Dior Couture, DFS and Bem in their retail networks, and those of thenshagne houses and
Parfums Christian Dior in their production equipment
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6.2 Movements in prior years

Other tangible
fixed assets

Vineyard land Machinery (including
Net carrying amount and producing Land and Investment and assets in
(EUR millions) vineyards buildings property  equipment progress) TOTAL
As of December 31, 2008 1,613 1,913 294 1,641 886 6,347
Acquisitions 4 51 3 322 346 726
Disposals and retirements (1) 3) - (8) (10) (22)
Depreciation expense (6) (69) (4) (437) (97) (613)
Impairment expense - - - - - -
Change in the market value of vineyard
land (53) - - - - (53)
Changes in the scope of consolidation 2 14 - - 3 13
Translation adjustment 3 (24) (3) j11 (5) (40)
Other, including transfers 8 28 (2) 150 (193) (9)
As of December 31, 2009 1,570 1,910 288 1,657 924 6,349
Acquisitions 5 159 3 363 413 943
Disposals and retirements (2) (4) (1) (11) (11) (29)
Depreciation expense (6) (75) (5) (499) (107) (692)
Impairment expense - - - - - -
Change in the market value of vineyard
land 206 - - - - 206
Changes in the scope of consolidation 1 (10) - (1) (3 (13)
Translation adjustment 10 106 8 88 33 245
Other, including transfers 3 19 6 119 (146) 1
AS OF DECEMBER 31, 2010 1,787 2,105 299 1,716 1,103 7,010

Purchases of property, plant and equipment in 28i@ 2009 reflected investments by Louis Vuittonri€tan Dior
Couture, Sephora and DFS in their retail networks, those of Parfums Christian Dior and the Champdgueses in their
production equipment. In addition to these investisiereal estate investments dedicated to admatiigtror commercial use
and investments by Glenmorangie in its productigu@ment were recorded in 2010.
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NOTE 7 - INVESTMENTS IN ASSOCIATES

2011 201 2009
(EUR millions) Gross Impairment Net Net Net
Share of net assets of associates as of January 1 681 : 681 502 435
Share of net profit (loss) for the period 1C : 10 41 3
Dividends paid (20) (20) (39) (9)
Changes in the scope of consolidation (57) (57) : (63)
Capital increase / reduction & 3 (14) -
Translation adjustment i 7 3 (5)
Impact of revaluation adjustments (63) (63) 182 142
SHARE OF NET ASSETS OF ASSOCIATES
AS OF DECEMBER 31 561 : 561 681 503

As of December 31, 2011, investments in assocaesisted primarily of:

* a 40% equity stake in Mongoual SA, a real estatepany that owns a building in Paris (France),civtgerves as the
head office of LVMH Moét Hennessy - Louis VuittoAS

e a49% equity stake in Edun, a fashion clothingngany focused on ethical trade and sustainablda@went;

e a45% equity stake in PT. Sona Topas Tourismdtrgiurbk (STTI), an Indonesian retail company, whimtably holds
duty-free sales licenses in airports.

* a40% equity stake in Le Peigné SA, whose regidteffice is located in Brussels, Belgium;

a 50% equity stake in Société Civile Viticole CheBtanc, based at Saint Emilion, France;
The impact of changes in the scope of consolidasi@itributable to accounting for the above-meamgiinvestment in STTI

and the change in accounting treatment of lle deut®eavhich was previously accounted for under tipgitg method and
has been fully consolidated since June 2011 (s¢e No

NOTE 8 — NON-CURRENT AVAILABLE FOR SALE FINANCIAL A SSETS

(EUR millions) 2011 2010 2009
Gross Impairment Net Net Net
TOTAL 6,845 (567) 6,278 4,149 791
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Non-current available for sale financial assetsigled as follows during the fiscal years presented:

2011
Of which

(EUR millions) Total Hermes 2010 2009
As of January 1 4,149 3,345 791 573
Acquisitions 542 427 2,822 171
Proceeds from disposals at net realized value (57) (157) (45)
Changes in market value 1,646 1,666 (85) 97
Changes in impairment (7) - (13) (24)
Reclassifications from Other nanxrent assets to

Non-current available for sale financial assets - - 775 -
Other reclassifications (7) - 3) 29
Changes in the scope of consolidation 6 - - (2)
Translation adjustment 6 - 19 (8)
AS OF DECEMBER 31 6,278 5,438 4,149 791

Other tangible fixed assets (including assets ogpass) Total As of December 31, 2011, non-curesailable for sale
financial assets mainly comprise an investment @émniés International SCA (“Hermes”) with a gross aed amount of
5,438 million euros (3,345 million euros as of Dmber 31, 2010). The stake in the share capitalesfités increased from
20.2% to 22.4% in 2011, resulting from the acqigsitof shares on the market. Given the legal foffHermes, the
investment stake held by the Group is not accouiaiednder the equity method.

As of December 31, 2011, the stake in Hermes, sparding to 23.6 million shares, represented, erb#isis of the Hermeés
share price at that date, an amount of 5.4 biléaros, for a total amount of 3.4 billion euros aitial recognition (2.4
billion euros in cash after deducting the gain ggiped in 2010, upon the settlement of equity lthkavaps covering 12.8
million shares). Acquisitions conducted during disgear 2011 corresponded to a cash outflow ob@ljén euros.

As of December 31, 2011, the Hermeés share pricéherParis stock exchange, applied for the purpdsealoing this
investment, was 230.35 euros (156.75 as of Dece81he2010).
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The increased ownership interest in Hermés duhiediscal year 2010 resulted from the followinghgactions:

« in October 2010, the reclassification of the #ilion securities recognized previously as Othen4turrent assets due to
the objective and the form of their ownership tonMmurrent available for sale financial assets , @miag to 775 million
euros (419 million euros based on the Hermeés giraze as of December 31, 2009);

« the settlement in October 2010 of equity linkedps in relation to 12.8 million Hermes shares €héer referred to as
“ELS"). The ELS contracts were agreed as cashesktthen concluded in 2008 and the terms of themeawgnts were
then amended in October 2010, by way of riderfi¢oariginal agreements, to allow for settlemerghares,

« finally, purchases of 3.3 million Hermés sharagtee market, for a total price of 496 million esro

Impairment of non-current available for sale finah@ssets is determined in accordance with thewdng policies
described in Note 1.13.

Non-current available for sale financial assetsl iyl the Group as of December 31, 2011 includéath@wving:

Percentage Revaluation Dividends Net
(EUR millions) of interest Net value reserves received Equity (c) profit (c)
Hermeés International SCA (France)
@ 22.4% 5,438 2,011 32 2,150 (d) 422 (d)
Hengdeli Holdings Ltd. (Chindy 6.3% 70 47 1 489 (d) 62 (d)
Tod’s SpA (Italy)® 3.5% 67 20 2 612 (d) 109 (d)
L Real Estate SCA (Luxembour) 65.8% 169 9 - 257 (e) 14 (e)
L Capital 2 FCPR (Francé) 18.5% 54 4 - 336 (e) (6) (e)
Sociedad Textil Lonia SA (Spaiff) 25.0% 27 22 2 121 (d) 35 (d)
Other investments 453 74 12 - -
TOTAL 6,278 2,187 49

(a) Market value of securities as of the closeading on December 31, 2011.

(b) Valuation at estimated net realizable value.

(c) Figures provided reflect company informatioiopto December 31, 2011, as year-end accountitey\@as not available at the date of preparatiothef
consolidated financial statements.

(d) Consolidated data.

(e) Company data

NOTE 9 - INVENTORIES AND WORK IN PROGRESS

(EUR millions) 2011 2010 2009
Wines and distilled alcohol in the process of aging 3,390 3,224 3,177
Other raw materials and work in progress 1,320 770 741
4,710 3,994 3,918
Goods purchased for resale 962 796 657
Finished products 2,903 2,165 2,007
3,865 2,961 2,664
GROSS AMOUNT 8,575 6,955 6,582
Provision for impairment (777) (701) (671)
NET AMOUNT 7,798 6,254 5,911
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The net change in inventories for the periods presebreaks down as follows:

2011 2010 2009
(EUR millions) Gross Impairment Net Net Net
As of January 1 6,955 (701) 6,254 5,911 6,079
Change in gross inventories 786 786 117 (110)
Fair value adjustment for the harvest of the period 14 14 3 13
Changes in impairment - (64) (64) 10 (56)
Changes in the scope of consolidation 694 694 (39) 27
Translation adjustment 152 (12) 140 265 (31)
Reclassifications (26) (26) (7) (11)
AS OF DECEMBER 31 8,575 (777) 7,798 6,254 5,911

Changes in the scope of consolidation primarilyeetfthe consolidation of Bulgari and lle de Beauté.

The effects on Wines and Spirits’ cost of salemafking harvests to market are as follows:

(EUR millions) 2011 2010 2009
Fair value adjustment for the harvest of the period 50 36 43
Adjustment for inventory consumed (36) (39) (30)
NET EFFECT ON COST OF SALES OF THE PERIOD 14 (3) 13

NOTE 10 - TRADE ACCOUNTS RECEIVABLES

(EUR millions) 2011 2010 2009
Trade accounts receivable — nominal amount 2,179 1,839 NEY
Provision for impairment (69) (62) (68)
Provision for product returns (165) (148) (154)
NET AMOUNT 1,945 1,629 ,516

The amount of the impairment expense in 2011 wasmillion euros (compared to 10 million euros in Q0&and
22 million euros in 2009).

Approximately 64% of the Group’s sales is generaktedugh its own stores. The receivable auxiliamlahce is comprised
primarily of receivables from wholesalers or agemtiso are limited in number and with whom the Graoogintains ongoing
relationships for the most part. Credit insurandaken out whenever the likelihood that receivabfey not be recoverable
is justified on reasonable grounds.
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As of December 31, 2011, the breakdown of the nahamount of trade receivables and of provisionsirfgpairment by

age was as follows:

Gross amount

Provision for

Net amount

(EUR millions) of receivables impairment of receivables
Not due
less than 3 months 1,810 (13) 1,797
more than 3 months 108 (2) 106
1,918 (15) 1,903
Overdue
less than 3 months 168 (@) 161
more than 3 months 93 (47) 46
261 (54) 207
TOTAL 2,179 (69) 2,110

For each of the years presented, no single cust@pegsented revenue exceeding 10% of the Groop'satidated revenue.

There is no difference between the present valuedé accounts receivable and their carrying amoun

NOTE 11 - OTHER CURRENT ASSETS

(EUR millions) 2011 2010 2009
Current available for sale financial assets 167 255 244
Market value of derivatives 149 428 302
Tax accounts receivable, excluding income taxes 481 276 207
Advances and payments on account to vendors 168 147 117
Prepaid expenses 266 203 185
Other receivables — net 1,382 1,239 1,336
TOTAL 2,613 2,548 2,391

There is no difference between the present valughar current assets and their carrying amount.

Please also refer to Note 12 Current available & financial assets and Note 21 Financial instnimand market risk

management.

NOTE 12 - CURRENT AVAILABLE FOR SALE FINANCIAL ASSE TS

(EUR millions) 2011 2010 2009
Unlisted securities, shares in non-money markeAS1@nd funds 15 34 73
Listed securities 152 221 171
TOTAL 167 255 244
Of which: historical cost of current available &ale financial assets 192 319 363
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The net value of current available for sale finahassets changed as follows during the fiscalsypagsented:

(EUR millions) 2011 2010 2009
As of January 1 255 244 618
Acquisitions 256 66 42
Proceeds from disposals at net realized value (295) (107) (381)
Changes in market value 15 73 60
Changes in impairment (1) (26) (31)
Reclassifications from/(as) Non-current availalolesale financial assef$ 7 - (59)
Net impact of changes in the scope of consoliddfion (72) - 1)
Translation adjustment 2 5 (4)
AS OF DECEMBER 31 167 255 244

(a) See Note 8.
(b) Impact related to the acquisition of BulgaeeSNote 2.

See also Note 1.13 for the method used to deterimipairment losses on current available for salarfcial assets.

NOTE 13 - CASH AND CASH EQUIVALENTS

(EUR millions) 2011 2010 2009
Fixed-term deposits (less than 3 months) 610 817 216
SICAV and FCP money market funds 202 385 360
Ordinary bank accounts 1,810 1,694 2,283
CASH AND CASH EQUIVALENTS PER BALANCE SHEET 2,622 2,896 2,859

The reconciliation between cash and cash equivalastshown in the balance sheet and net cash ahdecaivalents
appearing in the cash flow statement is as follows:

(EUR millions) 2011 2010 2009
Cash and cash equivalents 2,622 2,896 2,859
Bank overdrafts (384) (418) (299)
NET CASH AND CASH EQUIVALENTS PER CASH FLOW STATEME NT 2,238 2,478 2,560
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NOTE 14 - EQUITY

14.1  Share capital

As of December 31, 2011, issued and fully paid‘ugres totaled 3,173,352 (3,173,352 shares as afrblser 31, 2010 and
December 31, 2009), with a par value of 16 eurgsspare, including 3,169,487 shares with doubléngotights. Double
voting rights are granted to registered shares foelchore than two years (3,169,544 as of DecerBtheR010, 2,819,394 as
of December 31, 2009).

14.2  Treasury shares and related derivatives

The impact on the net assets of the Group of tharf€iere Agache shares and LVMH-share settled aterés held within
the framework of stock option plans breaks dowfolsws:

(EUR millions) 2011 2010 2009
Financiére Agache treasury shares 4 4 4
Financiére Agache's share in LVMH-share settleivdeéves® 8 12 39
TREASURY SHARES AND RELATED DERIVATIVES 12 16 43

(@) When LVMH-share settled derivatives are exextiand securities are provided in close succestiersettlement of these transactions has no ingact
the percentage of ownership.

14.3  Dividends paid by the parent company Financié Agache

In accordance with French regulations, dividends deducted from the profit for the year and reserareailable for
distribution of the parent company, after deductpglicable withholding tax and the value attrill¢ato treasury shares.
As of December 31, 2011, the amount available fetridution was 3,499 million euros; after takingtd account the
proposed dividend distribution in respect of th& P@iscal year, the amount available for distribatis 3,499 million euros.

(EUR millions, except for data per share in EUR) 2011 2010 2009

Interim dividend for the current year (2011: 12%50e) 396 - -

Impact of treasury shares = - R

396 - -

Final dividend for the previous year (2010: 25 sy2009: 20 euros; 2008: 7.12 euros) 79 63 23
Impact of treasury shares - - -
79 63 23

TOTAL GROSS AMOUNT DISBURSED DURING THE PERIOD @ 475 63 23

(a) Excluding the impact of tax regulations apfliesto the beneficiaries.

As the gross amount of the dividend in respectQdf12 as proposed to the Shareholders’ Meeting of 80a 2012 amounts
to 125.00 euros per share and an interim dividexyanent of 125.00 euros per share was distributeBemember 21, 2011,
there is no remaining balance due in respect 01201
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14.4  Cumulative translation adjustment

The change in the translation adjustment recognizeder equity, Group share net of hedging effedtat assets
denominated in foreign currency, break down ag¥al by currency:

(EUR millions) 2011 Change 2010 2009
US dollar (20) 29 (49) (157)
Swiss franc 130 9 121 30
Japanese yen 58 16 42 11
Hong Kong dollar 28 15 13 (5)
Pound sterling (17) 7 (24) (28)
Other currencies 22 6 16 (12)
Foreign currency net investment hedges (75) (20) (55) (1)
TOTAL, GROUP SHARE 126 62 64 (162)

145  Strategy relating to the Group’s financial stucture

The Group firmly believes that the management ©fiitancial structure contributes, together wite ttevelopment of the
companies it owns and the management of its branidofio, to its objective of driving value creatidor its shareholders.
Furthermore, maintaining a strong credit rating gmdviding adequate security to the Group’s bondé and bank
creditors are regarded as objectives in their oightrwhich also permits substantial access to etarkinder favorable
conditions.

The Group manages its financial structure so ahsure considerable flexibility, allowing it both $eize opportunities and
enjoy significant access to markets offering fattgaonditions.

To this end, the Group monitors a certain numbdinahcial ratios and aggregate measures of firgumnisik, including:

« net financial debt (see Note 17) to equity;

< net financial debt to cash from operations betdranges in working capital;

« long term resources to fixed assets;

* net cash from operations before changes in wgrkapital;

* net cash from operating activities and operaitivgstments (free cash flow);

» proportion of long term debt in net financial tleb

Long term resources are understood to correspotiteteum of equity and non-current liabilities.

Where applicable, these indicators are adjusteeflect the Group’s off balance sheet financial oatments.

With respect to these indicators, the Group seeksdintain levels allowing for significant finantfexibility.

The Group also promotes financial flexibility by imaining numerous and varied banking relationshipsough the
frequent recourse to several negotiable debt m=u(keth short and long term), by holding a largeant of cash and cash

equivalents, and through the existence of sizatleuats in undrawn confirmed credit lines.

In particular, the Group’s undrawn confirmed crddies often largely exceed the outstanding portibrits commercial
paper program.
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NOTE 15 - EXPENSE FOR STOCK OPTION PLANS DURING THE YEAR

As of December 31, 2011, there were no stock opdians granted by Financiére Agache.

Expense for the year

(EUR millions) 2011 2010 2009
Christian Dior share purchase option plans and $share plans 9 9 6
LVMH share subscription and share purchase optiansp LVMH bonus share plans 52 44 46
Cash-settled share-based compensation plans imdedlto the change in the LVMH share

price 1 6 7
EXPENSE FOR THE YEAR 62 59 59

In the calculation presented above, the accoumtipgnse is determined for each plan separatelfebadsis of the Black &
Scholes method, as described in Note 1.25. ThergBns and criteria retained for this calculatioe as follows:

LVMH

2009 Plans
LVMH share price on the grant dgeUR) 57.28
Average exercise priqg€UR) 56.50
Volatility of LVMH shares 37.0%
Dividend distribution rate 2.8%
Risk-free investment rate 2.7%

The volatility of LVMH’s shares is determined orethasis of their implicit volatility.

The LVMH share price on the grant date of the 2pteh amounted to 111.65 euros for shares grantddasnh 31, 2011
and to 112.50 euros for shares granted on Octdhe&2(.1.

The average unit value of non-vested bonus shamegegl in 2011 was 105.35 euros for beneficiaries are French
residents for tax purposes and 102.57 euros fosfloéeries with tax residence outside France.

Christian Dior

May 2009 plan

Christian Dior share price on the grant d&&R) 49.67
Average exercise pridEUR) 52.10
Volatility of Christian Dior shares 45.6%
Dividend distribution rate 3.2%
Risk-free investment rate 3.0%

The volatility of Christian Dior’s shares is detenmad on the basis of their implicit volatility.

The Christian Dior share price on the grant datehef 2011 bonus share plan amounted to 100.35 darahe plan
commencing on March 31, 2011 and 113.80 euroh#®pltan commencing on July 26, 2011.

The average unit value of non-vested bonus shaeetegl in 2011 was 93.67 euros for the plan commgnan March

31, 2011 (and 106.57 euros for the plan commenamguly 26, 2011) for beneficiaries with tax reside in France and
91.24 euros for beneficiaries with tax residenceside France.
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(EUR millions) 2011 2010 2009
As of January 1 14,123 11,691 10,996
Minority interests’ share of net profit 2,529 2,358 1,404
Dividends paid to minority interests (906) (793) (677)
Effects of changes in control of consolidated et
« impact of treasury shares held by subsidiaries 96 151 1)
¢ consolidation of Bulgari 2,094 - -
« consolidation of Heng Long 18 - -
¢ other movements - 3) 11
Effects of acquisitions and disposals of minoritierests:
¢ acquisition of minority interests in the Samaritai - (104) -
« acquisition of minority interests in Bulgari (771) - -
¢ other movements 14) 60 4
Total impact of changes in the percentage of integt in consolidated entities 1,423 104 14
Capital increases subscribed by minority interests 4 11 29
Minority interests’ share in gains and losses ractag in equity 1,165 837 (79)
Minority interests’ share in stock option plan enpes 39 34 34
Effects of purchase commitments for minority ingtse (267) (119) (30)
AS OF DECEMBER 31 18,110 14,123 11,691
The change in minority interests’ share in gaing lasses recognized in equity including the eftddbx is as follows:
Total share
Cumulative Available for Hedges of future of
translation sale financial ~ foreign currency Vineyard minority
(EUR millions) adjustment assets cash flows land interests
As of December 31, 2008 (334) 93 45 547 351
Changes for the year (108 51 4 (26) (79)
As of December 31, 2009 (442 144 49 521 272
Changes for the year 55: 205 (25) 108 837
As of December 31, 2010 11( 349 24 62€ 1,109
Changes for the year 18: 1,013 (39) 10 1,165
Changes due to treasury shares and the Bu
contribution (1 19 1 ¢ 28
AS OF DECEMBER 31, 2011 290 1,381 (14) 645 2,302
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NOTE 17 - BORROWINGS

17.1  Net financial debt

(EUR millions) 2011 2010 2009

Long term borrowings 6,449 6,062 6,955
Short term borrowings 5,168 3,771 3,515
Gross amount of borrowings 11,617 9,833 10,470
Interest rate risk derivatives (143) (89) (87)
Other derivatives 1 5 6
Gross borrowings after derivatives 11,475 9,749 10,389
Current available for sale financial assets (167) (255) (244)
Other financial assets (72) (72) (115)
Cash and cash equivalents (2,622) (2,896) (2,859)
NET FINANCIAL DEBT 8,614 6,526 7,171

Net financial debt does not take into considerapoinchase commitments for minority interests inellidn “Other non-
current liabilities” (see Note 19).

In 2011, Christian Dior completed a public offeriog300 million euro principal amount of bonds ued at 99.481% of par.
These bonds fall due in May 2016 and carry an g{feinterest rate of 4.22%.

LVMH issued a public bond in 2011, in two trancte#s500 million euros each. These tranches, issue#®#17% and
99.484% of par value respectively, are redeemahpamon maturity in April 2015 and April 2018; etfive interest rates
upon issuance are 3.47% and 4.08% respectively.

Moreover, LVMH issued by means of a private placemédS dollar-denominated floating-rate bonds, redge in 2013,
for a total amount equivalent to 244 million euros.

17.2  Breakdown of gross financial debt by nature

(EUR millions) 2011 2010 2009
Bonds and Euro Medium Term Notes (EMTNs) 4,260 3,798 4,421
Finance and other long term leases 135 132 122
Bank borrowings 2,054 2,132 2,412
LONG TERM BORROWINGS 6,449 6,062 6,955
Bonds and Euro Medium Term Notes (EMTNSs) 1,209 1,015 833
Finance and other long term leases 19 17 23
Bank borrowings 607 624 657
Commercial paper 2,105 929 805
Other borrowings and credit facilities 721 668 784
Bank overdrafts 384 418 299
Accrued interest 123 100 114
SHORT TERM BORROWINGS 5,168 3,771 3,515
TOTAL GROSS BORROWINGS 11,617 9,833 0,4r0
MARKET VALUE OF GROSS BORROWINGS 11,779 10,007 62
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Nominal amount Date of tax rate 2011 2010 2009
(currency) issuance Maturity (as%) @  (EURmillions) (EUR millions)  (EUR millions)
EUR 500,000,000 2011 2018 4.08 524

EUR 500,000,000 2011 2015 3.47 522

EUR 300,000,000 2011 2016 4.22 297

EUR 225,000,000 2010 2015 5.13 225 225 -
EUR 1,000,000,000 2009 2014 4.52 1033 1021 998
EUR 350,000,000 2009 2014 4.02 348 347 347
CHF 200,000,000 2008 2015 4.04 165 161 135
CHF 200,000,000 2008 2011 3.69 - 161 135
EUR 50,000,000 2008 2011 6.12 - 50 50
EUR 760,000,000 2005 and 2008 2012 3.76 759 755 752
CHF 300,000,000 2007 2013 3.46 250 243 206
EUR 150,000,000 2006 2011 4.37 - 150 149
EUR 600,000,000 2004 2011 4.74 - 609 611
EUR 750,000,000 2003 2010 5.05 - - 723 ©
EUR 110,000,000 2005 2010 3.85 - - 110
Public bond issues 4123 3722 4216
EUR 250,000,000 2009 2015 4.59 263 257 251
EUR 150,000,000 2009 2017 4.81 161 153 149
Private placements in euros 450 450 450
Private placements in foreign currencies 472 231 188
Private placements (EMTNs) 1346 1,091 1,038
TOTAL BONDS AND EMTN 5469 4,813 5,254

(a) Before impact of interest rate hedges set upeatime of, or subsequent to, each issuance.

(b) Accumulated amounts and weighted average liréffactive interest rate for a 600 million euronidoissued in 2005 at an initial effective intereste of
3.43%, which was supplemented in 2008 by an amoiub80 million euros issued at an effective ratd 80%.

(c) The nominal amount of this bond issue was reduxy 35 million euros thanks to buy-backs and sgbent cancellations performed in 2009.
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17.4  Analysis of gross borrowings by payment datend by type of interest rate
Gross borrowings after
Gross amount of borrowings Effects of derivatives derivatives
Fixed Floating Fixed Floating Fixed Floating
(EUR millions) rate rate Total rate rate  Total rate rate Total
Maturity
2012 2,978 2,190 5,168 (1,751) 1,747 (4) 1,227 3,937 5,164
2013 596 1,942 2,538 84 (84) - 068 1,858 2,538
2014 1,462 160 1,622 (1,000) 936 (64) 462 1,096 1,558
2015 1,187 6 1,193 (392) 341 (51) 795 347 1,142
2016 304 3 307 233 (230) 3 537 (227) 310
Thereafter 788 1 789 (150) 124 (26) 638 125 763
TOTAL 7,315 4,302 11,617 (2,976) 2,834 (142) 4,339 7,136 11,475
See Note 21.4 regarding the market value of inteats risk derivatives.
The breakdown by quarter of the amount falling Bu2012 is as follows:
Falling due in
(EUR millions) 2012
First quarter 2,947
Second quarter 1,065
Third quarter 539
Fourth quarter 617
TOTAL 5,168
17.5 Analysis of gross borrowings by currency aftederivatives
(EUR millions) 2011 2010 2009
Euro 9,060 7,449 8,263
US dollar 609 541 526
Swiss franc 981 984 797
Japanese yen 410 329 340
Other currencies 415 446 463
TOTAL 11,475 9,749 10,389

In general, the purpose of foreign currency borngsiis to hedge net foreign currency-denominatedtaf consolidated

companies located outside of the euro zone.

17.6  Sensitivity

On the basis of debt as of December 31, 2011:

e an instantaneous increase of 1 point in the yldres of the Group’s debt currencies would rdiee cost of net
financial debt by 72 million euros after hedgingdavould lower the market value of gross fixed-faderowings by 89

million euros after hedging;

e an instantaneous decline of 1 point in these sgpld curves would lower the cost of net finanaabt by 72 million
euros after hedging, and would raise the marketevaf gross fixed-rate borrowings by 89 million @uafter hedging.
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17.7 Covenants

As is normal practice for syndicated loans, theaRaoiere Agache Group has signed commitments totaiaia percentage
interest and voting rights for certain of its sulisiies, and to maintain a normal financing ratishiis regard.

In connection with certain long term loan agreersetite Group has undertaken to comply with ceffiancial covenants

(mainly based on a ratio of net financial debtdtak equity; financial debt coverage by assetsk Tarrent level of these
ratios ensures that the Group has genuine finafteiability with regard to these commitments.

17.8  Undrawn confirmed credit lines
As of December 31, 2011, unused confirmed creuiislitotaled 6.1 billion euros.
17.9 Guarantees and collateral

As of December 31, 2011, borrowings hedged by tidwere less than 850 million euros.

NOTE 18 - PROVISIONS

(EUR millions) 2011 2010 2009

Provisions for pensions, medical costs and sinitanmitments 290 267 245
Provisions for contingencies and losses 1,123 907 732
Provisions for reorganization 21 20 25
Non-current provisions 1,434 1,194 1,002
Provisions for pensions, medical costs and sinsilemmitments 12 10 9
Provisions for contingencies and losses 303 281 262
Provisions for reorganization 44 57 84
Current provisions 359 348 355
TOTAL 1,793 1,542 1,357

In 2011, the changes in provisions were as follows:

Other items
Changes in (including
Amounts  the scope of translation
(EUR millions) 2010 Increases Amounts used released consolidation  adjustments) 2011
Provisions for pensions, medical
costs and similar commitments 277 54 (56) (2) 21 14 302
Provisions for contingencies and
losses 1,188 315 (100) (78) 58 47 1,426
Provisions for reorganization 77 22 (33) (3) 2 65
TOTAL 1,542 391 (189) (83) 81 5] 1,793
o/w: profit from recurring operations 213 (151) (50)

net financial income (expense’ - - -

other 178 (38) (33)

Provisions for contingencies and losses corresporide estimate of the impact on assets and lieslof risks, disputes,
actual or probable litigation arising from the Gp&iactivities; such activities are carried out ldaide, within what is often
an imprecise regulatory framework that is differéateach country, changes over time, and apptiesréas ranging from
product composition to the tax computation.

Provisions for pensions, medical costs and sinsianmitments are analyzed in Note 28.
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NOTE 19 - OTHER NON-CURRENT LIABILITIES

(EUR millions) 2011 2010 2009
Purchase commitments for minority interests 4,19 3,68 2,84
Market value of derivatives 51 64 27
Employee profit sharin§ 8 8 8
Other liabilities 21 16 14
TOTAL 5,01 4,58 3,33

(a) French companies only, pursuant to legal prongs

Moét Hennessy SNC and MH International SAS (“Moénkkessy”) own the investments in the Group’s Wines &pirits
businesses, with the exception of the equity inaests in Chateau d’Yquem, Chateau Cheval Blanc andthgtlexception

of certain Champagne vineyards.

As of December 31, 2011, 2010 and 2009 purchasenitoments for minority interests mainly include tet option granted
to Diageo plc for its 34% share in Moét Hennessh wix-months’ advance notice and for 80% of thi ¥alue of Moét
Hennessy at the exercise date of the commitmerth Wgard to this commitment valuation, the failueawas determined
by applying the share price multiples of compardibhes to Moét Hennessy's consolidated operatirsgits.

Purchase commitments for minority interests alstuthe commitments relating to minority shareholdar8enefit (20%),

lle de Beauté (35%), Heng Long (49%) and distribusabsidiaries in various countries, mainly in kiedle East.

The present value of the other non-current lidgbdiis identical to their carrying amount.

NOTE 20 - OTHER CURRENT LIABILITIES

(EUR millions) 2011 2010 2009

Market value of derivatives 269 349 98
Employees and social institutions 906 725 608
Employee profit sharing 86 72 67
Taxes other than income taxes 394 322 258
Advances and payments on account from customers 162 195 223
Deferred payment for tangible and financial norrent assets 291 184 190
Deferred income 111 76 61
Other liabilities 625 527 454
TOTAL 2,844 2,450 1,959

(a) French companies only, pursuant to legal pionss
The present value of the other current liabilitee&lentical to their carrying amount.

Derivatives are analyzed in Note 21.
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NOTE 21 - FINANCIAL INSTRUMENTS AND MARKET RISK MAN AGEMENT

Financial instruments are mainly used by the Groupedge risks arising from Group activity and pobiits assets.

21.1  Organization of foreign exchange, interest ratand equity market risk management

The management of foreign exchange, interest radeeguity market risks, in addition to transactiamgolving financial
instruments, is centralized.

The Group has implemented a stringent policy, a6 agestrict management guidelines to measure, geaad monitor
these market risks.

These activities are organized based on a segoegetiduties between hedging (front office), adstirstion (back office)
and financial control.

The backbone of this organization is an integratédrmation system that allows hedging transactith$e monitored
quickly.

Hedging decisions are made according to a cleatigbéished process that includes regular presentatio the Group’s
management bodies and detailed supporting docutr@nta

Counterparties are selected based on their ratidgnamccordance with the Group’s risk diversifioatistrategy.
21.2  Presentation of financial instruments in the alance sheet

Breakdown of financial assets and liabilities accang to the measurement categories defined by IAS 39

2011 2010 2009
Balance Balance Balance

sheet Fair sheet Fair sheet Fair
(EUR millions) Notes value value value value value value
Non-current available for sale financial assets 8 6,278 6,278 4,149 4,149 791 791
Current available for sale financial assets 12 167 167 255 255 244 244
Available for sale financial assetg¢see Note 1.13) 6,445 6,445 4,404 4,404 1,035 1,035
Other non-current assets, excluding derivatives 894 894 997 997 1,362 1,362
Trade accounts receivable 10 1,945 1,945 1,629 1,629 1,515 1,515
Other current assefd 11 2,031 2,031 1,662 1,662 1,660 1,660
Loans and receivablegsee Note 1.15) 4,870 4,870 4,288 4,288 4,537 4,537
Cash and cash equivalents (see Note 1.16) 13 2,622 2,622 2,896 2,896 2,859 2,859
Financial assets, excluding derivatives 13,937 13,937 11,588 11,588 8,431 ,438
Long term borrowings 17 6,449 6,602 6,062 6,226 6,955 7,154
Short term borrowings 17 5,168 5,177 3,771 3,781 3,515 3,518
Trade accounts payable 3,012 3,012 2,348 2,348 1,956 1,956
Other non-current liabilitied 19 305 305 255 255 221 221
Other current liabilitie§? 20 2,464 2,464 2,025 2,025 1,800 1,800
Financial liabilities, excluding derivatives(see Note 1.18) 17,398 17,560 14,461 14,635 14,447 496
Derivatives (see Note 1.19) 21.3 (2) (2) 141 141 332 323

(a) Excluding derivatives, current available folesi@nancial assets and prepaid expenses.
(b) Excluding derivatives and purchase commitméotsninority interests.
(c) Excluding derivatives and deferred income.

Fair value may be considered as nearly equivatentarket value, the latter being defined as theepthat an informed third
party acting freely would be willing to pay or récefor the asset or liability in question.
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Breakdown of financial assets and liabilities meaguar at fair value by measurement method

2011

2,010

2,009

(EUR millions)

Available
for sale

financial
assets

Derivative
s

Cash and
cash

equivalent
s

Available
for sale
financial
assets

Derivati

Cash and
cash
ves equivalents

Available
for sale
financial
assets

Cash

and cash

Derivati
ves s

equivalent

Valuation based
on:

Published price
quotations
Calculation
formula based
on market data
Private
quotations

Other

5,758

113

574

780

2,622

3,784

121

499

- 2,896

1,135 -

380

193

462

694

2,859

ASSETS

6,445

780

2,622

4,404

1,135

2,896

1,035

694

2,859

Valuation based
on:

Published price
quotations
Calculation
formula based
on market data
Private
quotations

782

994

371

LIABILITIES

782

994

371

The valuation methods used correspond to the faligwevels in the IFRS 7 fair value measurementanay:

Published price quotations

Calculation formula based on market data

Private quotations

Level 1

Level 2

Level 3

The amount of financial assets valued on the ldgisivate quotations changed as follows in 2011:

(EUR millions)

2011

As of January 1

499

Acquisitions

83

Proceeds from disposals (at net realized value)

(56)

Gains and losses recognized in the income statement

Gains and losses recognized in equity

46

AS OF DECEMBER 31

574

-80



21.3  Summary of derivatives

Derivatives are recorded in the balance sheehfoamounts and in the captions detailed as follows:

/.

FINANCIERE AGACHE

CONSOLIDATED FINANCIAL STATEMENTS
Notes to the consolidated financial statements

(EUR millions) Notes 2011 2010 2009
Interest rate risk
Assets: non-current 113 47 49
current 59 67 90
Liabilities: non-current (17) (1) (21)
current (12) (24) (31)
21.4 143 89 87
Foreign exchange risk
Assets: non-current 2 9 6
current 83 139 211
Liabilities: non-current (8) (5) (1)
current (257) (122) (57)
21.5 (180) 21 159
Other risks
Assets: non-current 516 651 337
current 7 222 1
Liabilities: non-current (488) (639) (251)
current - (203) (10)
35 31 77
Total
Assets: non-current 631 707 392
current 11 149 428 302
Liabilities: non-current 19 (513) (645) (273)
current 20 (269) (349) (98)
(&) 141 323
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21.4  Derivatives used to manage interest rate risk

The aim of the Group’s debt management policy iadapt the debt maturity profile to the charactiessof the assets held,
to contain borrowing costs, and to protect netipfafm the effects of significant changes in ietstrrates.

As such, the Group uses interest rate swaps amhegtaps and floors).

Derivatives used to manage interest rate risk anthg as of December 31, 2011 break down as fellow

Nominal amounts by maturity Market value @
2013 to Beyond Fair value Not

(EUR millions) 2012 2016 2016 Total hedges allocated TOTAL
Interest rate swaps in euros:

- fixed rate payer - 744 - 744 (16) (8) (24)
- floating rate payer 1,752 1,841 150 3,743 164 4 168
- floating rate / floating rate 130 277 - 407 - - -
Foreign currency swaps - 386 - 386 - (1) (1)
TOTAL 148 (5) 143

(a) Gain/(loss).

21.5 Derivatives used to manage foreign exchangski

A significant part of Group companies’ sales totoagers and to their own retail subsidiaries as agltertain purchases are
denominated in currencies other than their funetfiaurrency; the majority of these foreign curredenominated cash
flows are inter-company cash flows. Hedging insieais are used to reduce the risks arising fromfltretuations of
currencies against the exporting and importing camgs’ functional currencies and are allocated itbee accounts
receivable or accounts payable (fair value hedfyeghe fiscal year, or, under certain conditiotastransactions anticipated
for future periods (cash flow hedges).

Future foreign currency-denominated cash flowsbao&ken down as part of the budget preparation goead are hedged
progressively over a period not exceeding one yakass a longer period is justified by probable watments. As such, and
according to market trends, identified foreign exape risks are hedged using forward contracts toregp

In addition, the Group may also use appropriatarfoial instruments to hedge the net worth of sudsés outside the euro
zone, in order to limit the impact of foreign cureg fluctuations against the euro on consolidatpdty.
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Derivatives used to manage foreign exchange risstanding as of December 31, 2011 break down bsifsi

Nominal amounts

by fiscal year of allocation Market value @
Foreign
Fair Future currency net
value cash flow investment Not
(EUR millions) 2011 2012 Thereafter Total hedges hedges hedges allocated TOTAL
Options purchased
Put USD 2 47 - 49 - - - - -
Put GBP 10 - - 10 - - - - -
12 47 - 59 - - - - -
Ranges
Written USD 420 2,866 169 3,455 (2) (20) - (5) (27)
Written JPY 13 176 - 189 (1) (4) - - (5)
433 3,042 169 3,644 (3) (24) - (5) (32)
Forward exchange
contracts®
UsD 327 68 - 395 (12) 2 - 1) (15)
JPY 143 472 172 787 (5) (38) - (8) (51)
GBP 32 17 - 49 1) 1) ( - - 2)(
Other 88 73 - 161 (3) - - 1 (2)
590 629 172 1,392 (21) (41) - 8) (70)
Foreign exchange
swaps®
UsD 2,450 - - 2,450 - - (63) (23) (86)
CHF 456 - - 456 - - (9) 3 (6)
GBP 322 - - 322 - - - (10) (10)
JPY (143) - - (143) - - (3) 38 35
Other 167 - - 167 - - (48) 37 (11)
3,252 - - 3,252 - - (123) 45 (78)
TOTAL (24) (65) B2 32 (180)

(a) Gain/(loss).
(b) Sale/(purchase).

The impact on the income statement of gains anseen hedges of future cash flows as well asuhed cash flows
hedged by these instruments will be recognizedit22the amount will depend on exchange ratesatitte.

The impact on net profit for fiscal year 2011, eguiexcluding net profit for the fiscal year), atite market value of
derivatives as of December 31, 2011 of a 10% chantfee value of the US dollar, the Japanese yenSiiss franc and the
Hong Kong dollar with respect to the euro, inclydihe impact of foreign currency hedges outstandingng the period,

would have been as follows:

US dollar Japanese yen Swiss franc Hong Kong dollar
(EUR millions) +10% 10%_ +10% 10%_ +10% 10%_ +10% 10%_
Net profit 47 (47) (20) 12 20 (21) 48 (47)
Equity, excluding net profit 178 (201) 68 (70) 121 (134) 104 (115)
Market value of derivatives (116) 95 (8) 7 (71) 58 (60) 49

The data presented in the table above should heEsses$ on the basis of the characteristics of tladgihg instruments
outstanding in fiscal year 2011, mainly comprisbpgion, ranges and futures contracts.

As of December 31, 2011, at Group level, forecashccollections for 2012 are hedged in the proportf 84% in US
dollars and 82% in Japanese yen.
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21.6  Financial instruments used to manage other Iks

The Group’s investment policy is designed to talleaatage of a long term investment horizon. Occaslyp, the Group
may invest in equity-based financial instrumentshvthe aim of enhancing the dynamic managementsoiivestment
portfolio.

The Group is exposed to risks of share price clmmgber directly, as a result of its holding oty investments and
current available for sale financial assets, oiraadly, as a result of its holding of funds whiahe themselves partially
invested in shares.

The Group may also use equity-based derivativesdate synthetically an economic exposure to cedsasets, or to hedge
cash-settled compensation plans index-linked tolLti®MH share price. The carrying amount of theseistetl financial
instruments corresponds to the estimate of the atmguovided by the counterparty, of the valuatarthe balance sheet
date. The valuation of financial instruments thales into consideration market parameters suchtesest rates and share
prices. As of December 31, 2011, derivatives usethanage equity risk with an impact on the Groupes profit had a
positive market value of 28 million euros. Considgrnominal values of 24 million euros for thoseidatives, a uniform
variation of 1% in their underlying assets’ shariegs as of December 31, 2011 would induce a npaéinon the Group’s
profit for an amount of 0.3 million euros. Mosttokse instruments mature in 2013 and 2014.

The Group, mainly through its Watches and Jewelrsiriess group, may be exposed to changes in thespoif certain
precious metals, such as gold. In certain casestder to ensure visibility with regard to prodocticosts, hedges may be
implemented. This is achieved either by negotiating forecast price of future deliveries of alloyih precious metal
refiners, or the price of semi-finished productthwiroducts, or directly by purchasing hedges ftopiranking banks. In the
latter case, gold is purchased from banks, or éuaund/or options contracts are taken out with aijghaydelivery of the gold.
Derivatives outstanding relating to the hedgingacious metal prices as of December 31, 2011 hawarket value of 7
million euros. Considering nominal values of 94 limil euros for those derivatives, a uniform vadatiof 1% in their
underlying assets’ share prices as of Decembe2@l1 would induce a net impact on the Group’s clasted reserves of
less than 1 million euros. These instruments matug®12.

21.7  Liquidity risk

The Group’s local liquidity risks are generally reagnificant. Its overall exposure to liquidity kisan be assessed (a) with
regard to outstanding amounts in respect of itsmernial paper program (2.1 billion euros) or (b)doynparing the amount
of the short term portion of its net financial delefore hedging (5.2 billion euros) to the amourtash and cash equivalents
(2.6 billion euros), thus a difference of 2.6 bitlieuros as of December 31, 2011. Should any s&tberrowing facilities
not be renewed, the Group has access to undravinrneed credit lines totaling 6.1 billion euros.

The Group’s liquidity is based on the amount ofritgestments, its capacity to raise long term beimgs, the diversity of its

investor base (bonds and short term paper), andytiadity of its banking relationships, whether @rnded or not by
confirmed lines of credit.
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The following table presents the contractual schedif disbursements for financial liabilities (exding derivatives)
recognized as of December 31, 2011, at nominakvaihd with interest, excluding discounting effects:

(EUR millions) 2012 2013 2014 2015 2016 5 )(/)ev;rs TOTAL

Bonds and EMTNs 1,387 623 1,721 1,203 339 679 5,952
Bank borrowings 656 1,818 234 11 5 10 2,734
Other borrowings and credit facilities 736 - - - - - 736
Finance and other long term leases 25 24 21 18 16 354 458
Commercial paper 2,105 - - - - - 2,105
Bank overdrafts 384 - - - - - 384
Gross amount of borrowings 5,293 2,465 1,976 1,232 360 1,0¢ 12,369
Other financial liabilitied? 2,769 - - - - - 2,769
Trade accounts payable 3,012 - - - - 3,012
Other financial liabilities 5,781 - - - - - 5,781
TOTAL FINANCIAL LIABILITIES 11,074 2,465 1,976 1,232 360 1,0 18,150

(a) Corresponds to Other current liabilities (eding derivatives and deferred income) for 2,46H8ion euros and to Other non-current liabilitiesx¢luding
derivatives and purchase commitments for minoritgrests) for 305 million euros, see Note 21.2.

See Note 29.3 regarding contractual maturity datesllateral and other guarantees commitments.Néges 21.4 and 21.5
regarding foreign exchange derivatives and Note4 a@d 21.4 regarding interest rate risk derivative
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NOTE 22 - SEGMENT INFORMATION

The Group’s brands and trade names are organizedseven business groups. Five business groupsristi@h Dior
Couture, Wines and Spirits, Fashion and Leather &deerfumes and Cosmetics, Watches and Jewelryeaeheheaded by
a specific management team and comprise brandmgeeth the same category of products that uséaimroduction and
distribution processes. The Selective Retailingress group comprises the Group’s own-label retpaictivities. Other and
holding companies comprise brands and other busisethat are not associated with any of the abamioned business
groups, most often relating to the Group’s new hesses and holding or real estate companies.

22.1 Information by business group

Fiscal year 2011

Other
Fashion and Elimin-
Christian Wines and Perfumes Watches holding ations
Dior and Leather and and Selective compan- and not
(EUR millions) Couture Spirits Goods Cosmetics  Jewelry  Retailing ies allocated @ TOTAL
Sales outside the Group 987 3,498 8,671 2,850 1,900 6,413 296 - 24,615
Sales between business groups 13 13 41 345 49 23 19 (503) -
TOTAL REVENUE 1,000 3,511 8,712 3,195 1,949 6,436 315 (503) 24,615
Profit from recurring operations 85 1,092 3,075 348 265 716 (229) (38) 5,314
Other operating income and
expenses 2) (16) (26) 2) (6) (26) (6) - (84)
Purchase of tangible and intangible
fixed asseté’ 89 166 496 145 169 235 655 - 1,955
Depreciation and amortization
expense 59 92 349 105 82 209 35 - 931
Impairment expense - - - - - 5 14 - 19
Brands, trade names, licenses and
goodwill © 42 4,802 4,690 1,643 5,420 2,905 1,542 - 21,044
Inventories 171 3,896 1,030 337 1,118 1,181 193 (128) 7,798
Other operating assets 538 2,828 2,304 799 1,043 1,610 3,283 12,948 ©@ 25,353
TOTAL ASSETS 751 11,526 8,024 2,779 7,581 5,696 5,018 12,820 54,195
Equity - - - - - - - 24,782 24,782
Operating liabilities 243 1,259 1,708 1,019 672 1,496 775 22,241 © 29,413
TOTAL LIABILITIES AND
EQUITY 243 1,259 1,708 1,019 672 1,496 775 47,023 54,195

Data for fiscal year 2011 integrate data for Bulgatich has been fully consolidated since June&28@,l. Given the unique
profile of Bulgari's management and of the Bulgaarm, and the fact that most of the business ingatrenufacturing and
distributing watches and jewelry, all of Bulgari'stiaities, including its perfumes and cosmeticsyehheen included in the
Watches and Jewelry business group.

As of December 31, 2011 and with respect to théogeof Bulgari’'s consolidation within the Group, iferfumes and
cosmetics business accounted for consolidated veven142 million euros.
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Fashion
Christian Wines and Perfumes Watches Other and Eliminations
(EUR Dior and Leather and and Selective holding and not
millions) Couture  Spirits Goods Cosmetics Jewelry Retailing companies allocated @ TOTAL
Sales outside the
Group 813 3,241 7,549 2,805 964 5,359 381 - 21,112
Sales between
business groups 13 9 32 271 21 19 29 (394) -
TOTAL
REVENUE 826 3,250 7,581 3,076 985 5,378 410 (394) 21,112
Profit from recurring
operations 35 919 2,555 332 128 536 (159) (19) 4,327
Other operating
income and expenses (14) (21) - (39) 3) (26) (31) - (134)
Purchase of tangible
and intangible fixed
asset$” 98 93 351 112 47 194 188 - 1,083
Depreciation and
amortization expense 54 97 304 106 29 201 34 - 825
Impairment expense - - 1 - - 17 16 - 34
Brands, trade names,
licenses and
goodwill © 40 4,608 4,630 1,628 1,709 2,729 1,539 - 16,883
Inventories 148 3,615 770 275 403 935 196 (88) 6,254
Other operating
assets 473 2,700 2,034 686 336 1,485 2,539 11,581 @ 21,834
TOTAL ASSETS 661 10,923 7,434 2,589 2,448 5,149 4,274 11,493 44,971
Equity - - - - - - - 19,663 19,663
Operating liabilities 190 1,069 1,334 971 221 1,188 942 19,393 © 25,308
TOTAL
LIABILITIES AND
EQUITY 190 1,069 1,334 971 221 1,188 942 39,056 44,971
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Fiscal year 2009

Fashion
Christian ~ Wines and Perfumes Watches Other and Eliminations
Dior and  Leather and and Selective  holding and not
(EUR millions) Couture  Spirits Goods Cosmetics Jewelry Retailing companies allocated ® TOTAL
Sales outside the Group 701 2,731 6,273 2,519 747 4,517 256 - 17,744
Sales between business groups 16 8 29 222 17 16 22 (330) -
TOTAL REVENUE 717 2,739 6,302 2,741 764 4,533 278 (330) 17,744
Profit from recurring
operations 13 760 1,986 291 63 388 (146) 2) 3,353
Other operating income and
expenses (11) (41) (41) 17) (32) (19) ?3) 2 (162)
Purchase of tangible and
intangible fixed asset® 34 96 284 96 26 182 91 - 809
Depreciation and amortization
expense 45 90 258 99 27 175 42 - 736
Impairment expense - - - 20 - 5 11 (1) 35
Brands, trade names, licenses
and goodwill(°) 41 4,007 4,537 1,635 1,447 2,522 1,569 - 15,758
Inventories 158 3,537 701 226 369 738 248 (66) 5,911
Other operating assets 410 2,540 1,855 644 257 1,342 2,243 8,002 @ 17293
TOTAL ASSETS 609 10,084 7,093 2,505 2,073 4,602 4,060 7,936 38,962
Equity - - - - - - - 15,799 15,799
Operating liabilities 171 1,013 1,137 805 176 1,001 497 18,363 © 23,163
TOTAL LIABILITIES AND
EQUITY 171 1,013 1,137 805 176 1,001 497 34,162 38,962

(a) Eliminations correspond to sales between basigeoups; these generally consist of sales frosinbss groups other than Selective Retailing tecsiek
Retailing. Selling prices between the differentibess groups correspond to the prices appliedemtirmal course of business for sales transactmns

wholesalers or distributors outside the Group.

(b) Purchases of tangible and intangible fixed @sserrespond to amounts capitalized during theafigear rather than payments made during thel fis=r

with respect to these investments.

(c) Brands, trade names, licenses, and goodwitespond to the net carrying amounts shown undezd\N®iand 4.
(d) Assets not allocated include investments imeiages, available for sale financial assets, dihancial assets, and income tax receivables.
As of December 31, 2011, they include the 22.4%efiolding in Hermes International, representingaiount of 5,438 million euros, see Note 8 (3,345
million euros as of December 31, 2010 and 487 onilieuros as of December 31, 2009, of which 41%iflad under “Other non-current assets” and 68
classified under “Non-current available for saleficial assets”).

(e) Liabilities not allocated include borrowingsddooth current and deferred tax liabilities.

22.2 Information by geographic region

Revenue by geographic region of delivery breaks dasvfollows:

(EUR millions) 2011 2010 2009
France 2,999 2,836 2,596
Europe (excluding France) 5,131 4,541 3,918
United States 5,323 4,693 3,913
Japan 2,035 1,851 1,752
Asia (excluding Japan) 6,757 5,207 4,012
Other 2,370 1,984 1,553
REVENUE 24,615 21,112 17,744
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Purchases of tangible and intangible fixed assetgebgraphic region are as follows:

(EUR millions) 2011 2010 2009
France 714 397 325
Europe (excluding France) 687 246 143
United States 166 144 106
Japan 61 32 18
Asia (excluding Japan) 252 216 165
Other 75 48 52
Purchases of tangible and intangible fixed assets 1,955 1,083 809

No geographic breakdown of segment assets is pdviihce a significant portion of these assetsistsnef brands and
goodwill, which must be analyzed on the basis efréwvenue generated by these assets in each ragmot in relation to

the region of their legal ownership.

Purchases of tangible and intangible fixed assetespond to the amounts capitalized during theafigear rather than

payments made during the fiscal year.

22.3  Quarterly information

Quarterly sales by business group break down &safsi

Christian Fashion and Perfumes Watches Other and
Dior Wines and Leather and and Selective holding
(EUR millions) Couture Spirits Goods  Cosmetics Jewelry Retailing companies Eliminations TOTAL
First quarter 221 759 2,029 803 261 1,421 75 (108) 5,461
Second quarter 224 670 1,942 71E 315 1,410 83 (105) 5,254
Third quarter 260 868 2,218 793 636 1,547 74 (135) 6,261
Fourth quarter 295 1,214 2,523 884 737 2,058 83 (155) 7,639
TOTAL 2011 1,000 3,511 8,712 3,195 1,949 6,436 315 (503) 24,615
First quarter 180 635 1,729 73€ 204 1,181 77 (94) 4,648
Second quarter 193 658 1,787 70E 239 1,238 75 (90) 4,805
Third quarter 221 846 1,948 80E 244 1,294 68 (99) 5,327
Fourth quarter 232 1,111 2,117 83C 298 1,665 190 (111) 6,332
TOTAL 2010 826 3,250 7,581 3,076 985 5,378 410 (394) 21,112
First quarter 169 540 1,598 663 154 1,085 62 (89) 4,182
Second quarter 171 539 1,390 622 192 1,042 68 (69) 3,955
Third quarter 178 682 1,549 68€ 187 1,040 68 (81) 4,309
Fourth quarter 199 978 1,765 77C 231 1,366 8C (91) 5,298
TOTAL 2009 717 2,739 6,302 2,741 764 4,533 278 (330) 17,744

-89



/.

FINANCIERE AGACHE
CONSOLIDATED FINANCIAL STATEMENTS
Notes to the consolidated financial statements

NOTE 23 - REVENUE AND EXPENSES BY NATURE

23.1  Analysis of revenue

Revenue consists of the following:

(EUR millions) 2011 2010 2009
Revenue generated by brands and trade names 24,195 20,71 17,394
Royalties and license revenue 168 15¢ 124
Income from investment property 34 81 75
Other revenue 218 162 151
TOTAL 24,615 21,112 17,744

23.2  Expenses by nature

Profit from recurring operations includes the fallog expenses:

(EUR millions) 2011 2010 2009
Advertising and promotion expenses 2,854 2,37¢ 1,885
Commercial lease expenses 1,684 1,35¢ 1,145
Personnel costs 4,282 3,76¢ 3,319
Research and development expenses 63 A€ 45

Advertising and promotion expenses mainly consighe cost of media campaigns and point-of-saleseitbing, and also
include personnel costs dedicated to this function.

As of December 31, 2011, a total of 3,250 storeeveperated by the Group worldwide (2,779 in 2,660 in 2009),
particularly by Fashion and Leather Goods and SeteRetailing.

In certain countries, leases for stores are coetingn the payment of minimum amounts in additmm tvariable amount,
especially for stores with lease payments inderev¥enue. The total lease expense for the Graipies breaks down as
follows:

(EUR millions) 2011 2010 2009
Fixed or minimum lease payments 716 597 551
Variable portion of indexed leases 424 27¢ 202
Airport concession fees - fixed portion or minimamount 227 281 246
Airport concession fees - variable portion 317 20: 146
COMMERCIAL LEASE EXPENSES 1,684 1,354 1,145

Personnel costs consist of the following elements:

(EUR millions) 2011 2010 2009
Salaries and social charges 4,152 3,64z 3,196
Pensions, medical costs and similar expensespecesf defined benefit plans 68 67 64
Stock option plan and related expenses 62 5¢ 59
PERSONNEL COSTS 4,282 3,76¢ 3,319
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(EUR millions) 2011 2010 2009
Net gains (losses) on disposal of fixed assets 3) (34) 12
Restructuring costs (41) (39) (100)
Remeasurement of shares purchased prior to thigdd itonsolidation 22 - -
Transaction costs relating to the acquisition efsmidated companies a7 ) )
Impairment or amortization of brands, trade nargesdwill and other

fixed assets (43) (57) (61)
Other items — net ?) ) (13)
OTHER OPERATING INCOME AND EXPENSES (84) (134) (162)

In 2011, the investments in Bulgari and lleRkauté held prior to the acquisition date of a controllingerest were revalued
at market value at that date. Transaction costserelssentially to these two transactions.

In 2010, net losses on disposals mainly relatethéodisposals of La Brosse et Dupont and of Montau&ee Note 2

Changes in the percentage interest of consolidatitiks.

In 2009, restructuring costs comprised the costapious industrial and commercial restructuringnglarelating mainly to

the Fashion and Leather Goods and Watches andrydwsiness groups.

NOTE 25 - NET FINANCIAL INCOME (EXPENSE)

(EUR millions) 2011 2010 2009
Borrowing costs (326) (294) (366)
Income from cash, cash equivalents and currentalaifor sale financial assets 99 54 63
Fair value adjustment of borrowings and interets ra

hedges 3) (1) 1
Cost of net financial debt (230) (241) (302)
Dividends received from non-current available faledinancial assets 54 16 12
Ineffective portion of foreignh currency hedges (114) (107) (43)
Net gain/(loss) related to available for sale fitiahassets and other financial instrume (1) 865 (36)
Other items — net (32) (18) (25)
Other financial income and expenses (93) 756 (92)
NET FINANCIAL INCOME (EXPENSE) (323) 515 (394)
Income from cash, cash equivalents and currentadlaifor sale financial assets comprises the Vatlg items:

(EUR millions) 2011 2010 2009
Income from cash and cash equivalents 38 15 15
Interest from current available for sale finaneis$ets 61 39 48
INCOME FROM CASH, CASH EQUIVALENTS

AND CURRENT AVAILABLE FOR SALE FINANCIAL ASSETS 99 54 63
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The revaluation effects of financial debt and ias¢rate derivatives are attributable to the foltmpitems:

(EUR millions) 2011 2010 2009
Hedged financial debt (65) (16) (20)
Hedging instruments 62 14 24
Unallocated derivatives (1) 1 1
Debt recognized in accordance with the fair valpion 1 - 4
FAIR VALUE ADJUSTMENT OF BORROWINGS

AND INTEREST RATE HEDGES (3) (1) 1

The ineffective portion of exchange rate derivatibbeeaks down as follows:

(EUR millions) 2011 2010 2009
Financial cost of commercial foreign exchange hedge (144) (125) 53]
Financial cost of foreign-currency denominatedasset hedges 24 (9) 12
Change in the fair value of unallocated derivatives 6 27 (2)
INEFFECTIVE PORTION OF FOREIGN EXCHANGE DERIVATIVES (114) (107) 43}

The increase in dividends received in 2011 redtdta the increase in the equity stake in Hermez0ih0 (see Note 8).

In 2010, the net gain related to available for §ialencial assets and other financial instrumemt¢tuded an amount of 1,004
million euros related to the Hermés transaction&chvizorresponds to the gain, net of transactioniscascorded on the
settlement of equity linked swaps; this gain amsuatthe difference between the market value of#wirities acquired at
the settlement date of the contracts and theirevhased on the Hermés share price as of Decemb20@9.

In 2011, excluding the Hermeés transactions, as alin 2010 and 2009, the net gain/loss relatedviilable for sale

financial assets and other financial instrumesitdue to changes in market performance and thgmé&zmn of impairment
losses on current and non-current available far fahncial assets.

NOTE 26 - INCOME TAXES

26.1  Analysis of the income tax expense

(EUR millions) 2011 2010 2009
Current income taxes for the fiscal year (1,702) (1,512) (792)
Current income taxes relating to previous fiscalrge (2) (6) 2
Current income taxes (1,704) (1,518) (790)
Change in deferred income taxes 169 32 (85)
Impact of changes in tax rates on deferred inc@xest 59 2

Deferred income taxes 228 34 (85)
TOTAL TAX EXPENSE PER INCOME STATEMENT (1,476) (1,484) (875)
Tax on items recognized in equity (58) (3) (30)
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(EUR millions) 2011 2010 2009
Profit before tax 4,907 4,708 2,797
Total income tax expense (1,476) (1,484) (875)
EFFECTIVE TAX RATE 30.1% 31.5% 31.3%

Total tax expense for fiscal year 2011 includesafo amount of 10 million euros, the impact of éxeeptional contribution

applicable in France for 2011 and 2012.

26.2  Analysis of net deferred tax on the balance sht

Net deferred taxes on the balance sheet includimlioging assets and liabilities:

(EUR millions) 2011 2010 2009
Deferred tax assets 761 699 555
Deferred tax liabilities (4,673) (4,097) (3,863)
NET DEFERRED TAX (3,912) (3,398) (3,308)

26.3  Analysis of the difference between the theoieal and effective income tax rates

The theoretical income tax rate, defined as the applicable in law to the Group’s French companigsy be reconciled as
follows to the effective income tax rate disclogethe consolidated financial statements:

(as % of income before tax)

2011 2010 2009
French statutory tax rate 34.4 34.4 34.4
Changes in tax rates (1.3 (0.1) -
Differences in tax rates for foreign companies (6.0 (5.6) (6.7)
Tax losses and tax loss carry forwards 0.2 04 0.3
Difference between consolidated and taxable income,
and income taxable at reduced rates 2.t 1.9 2.8
Withholding taxes 0.2 0.5 0.5
EFFECTIVE TAX RATE OF THE GROUP 30.1 315 31.3

Since 2000, French companies have been subjeaiditicamal income tax, at a rate of 3.3% for 20001@ and 2011,

bringing the theoretical tax rate to 34.4% in efstal year.
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26.4  Sources of deferred taxes

In the income statement

(EUR millions) 2011 2010 2009
Valuation of brands 3¢ (68) (12)
Other revaluation adjustments (4 4 (11)
Gains and losses on financial and current availfalsale financial assets (5 3 (5)
Gains and losses on hedges of future foreign coyreash flows 1€ 8 (4)
Provisions for contingencies and los§es 1C 26 10
Intercompany margin included in inventories 10t 40 (23)
Other consolidation adjustmerits 8t 31 2
Losses carried forward (18 (10) (42)
TOTAL 22¢ 34 (85)
(a) Mainly tax-driven provisions, accelerated t@pigciation and finance leases.

In equity

(EUR millions) 2011 2010 2009
Fair value adjustment of vineyard land (11) (71) 18
Gains and losses on financial and current availfalsale financial assets (97) (22) -
Gains and losses on hedges of future foreign ccyreash flows 27 14 2
TOTAL (81) (79) 16
In the balance sheet

(EUR millions) 2011 ® 2010 ® 2009®
Valuation of brands (3,977, (3,072) (3,152)
Fair value adjustment of vineyard land (567, (556) (484)
Other revaluation adjustments (365, (361) (321)
Gains and losses on financial and current availfalsale financial assets (145; (48) (21)
Gains and losses on hedges of future foreign ceyreash flows 31 1) (22)
Provisions for contingencies and los§es 207 185 153
Intercompany margin included in inventories 43(C 323 275
Other consolidation adjustmerits 39/ 59 185
Losses carried forward 8C 73 79
TOTAL (3,912 (3,398) (3,308)

(a) Mainly tax-driven provisions, accelerated t@pikciation and finance leases.
(b) Assets/(liabilities).
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26.5 Losses carried forward

As of December 31, 2011, for LVMH SA, unused tassl@arry forwards and tax credits, for which ncedefd tax assets
were recoghized, had a potential positive impacthenfuture tax expense of 301 million euros (290ion euros in 2010,
321 million euros in 2009).

As of December 31, 2011, for Christian Dior, unutedloss carry forwards were 264 million euros7(21illion euros in
2010, 196 million euros in 2009).

On the basis of the prospects for the use of tteesloss carry forwards, deferred tax assets waegnized in the amount of
29 million euros as of December 31, 2011 (comp&we2P million euros as of both December 31, 201 Brcember 31,

2009). Unused tax loss carry forwards for whichdeferred tax assets were recognized had a poténfialct on the future

tax expense of 62 million euros.

26.6  Tax consolidation

e Tax consolidation agreements in France allowusity all French companies of the Group to comkiner taxable
profits to calculate the overall tax expense foroltonly the parent company is liable.

With effect from January 1, 2004, the entire Finare Agache tax consolidation group has been imtlud the tax
consolidation group of Groupe Arnault SAS.

This tax consolidation agreement generated foiGtmip a decrease in the current tax expense ofvfididn euros in
2011, of which 136 million euros were for LVMH a6dnillion euros for Christian Dior (115 million ewgén 2010, 106
million euros in 2009 for the Group).

e The application of other tax consolidation agreats, notably in the United States and ltaly, gateer current tax
savings of 52 million euros in 2011 (82 million esiin 2010, 96 million euros in 2009).

NOTE 27 - EARNINGS PER SHARE

2011 2010 2009
Net profit, Group share (EUR millions) 912 907 521
Impact of diluting instruments on subsidiaries (7) (5 (1)
NET PROFIT, GROUP SHARE AFTER DILUTION 90t 902 520
Average number of shares in circulation duringfibeal year 3,173,352 3,173,352 3,173,352
Average number of Financiére Agache
treasury shares owned during the fiscal year (3,619) (3,619 (3,619)
Average number of shares on which the
calculation before dilution is based 3,169,73¢ 3,169,73¢ 3,169,733
BASIC GROUP SHARE OF NET PROFIT PER SHARE (EUR) 287.72 286.14 164.37
Average number of shares in circulation on whighahove calculation is based 3,169,733 3,169,73: 3,169,733
Dilution effect of stock option plans - -
AVERAGE NUMBER OF SHARES IN CIRCULATION
AFTER DILUTION 3,169,73: 3,169,73% 3,169,733
BASIC GROUP SHARE OF NET PROFIT PER SHARE
AFTER DILUTION (EUR) 285.5] 284.5% 164.05
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NOTE 28 - PROVISIONS FOR PENSIONS, MEDICAL COSTS AND SIMILAR COMMITMENTS

28.1  Expense for the year

(EUR millions) 2011 2010 2009
Service cost 57 47 44
Interest cost 33 31 30
Expected return on plan assets (24) (19) (16)
Amortization of actuarial gains and losses 5 6 4
Past service cost 2 2 2
Changes in regimes ) B B
TOTAL EXPENSE FOR THE YEAR FOR DEFINED BENEFIT PLAN S
68 67 64

Effective return on/(cost of) plan assets (10) 24 46
28.2 Net recognized commitment

(EUR millions) 2011 2010 2009
Benefits covered by plan assets 816 686 573
Benefits not covered by plan assets 156 146 148
Defined benefit obligation 972 832 721
Market value of plan assets (570) (489) (420)
Actuarial gains and losses not recognized in thence sheet (122) (78) (58)
Past service cost not yet recognized in the balsheet 4 (6) (8)
Unrecognized amounts (126) (84) (66)
NET RECOGNIZED COMMITMENT 276 259 235
Of which:

Non-current provisions 290 267 245
Current provisions 12 10 9
Other assets (26) (18) (19)
TOTAL 276 259 235
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28.3 Breakdown of the change in net recognized commitmén

Defined benefit ~ Market value of Unrecognized Net recognized
(EUR millions) obligation plan assets amounts commitment
As of December 31, 2010 832 (489) (84) 259
Expense for the year 91 (24) 1 68
Payments to beneficiaries (45) 33 - (12)
Contributions to plan assets - (61) - (61)
Contributions of employees 6 (6) - -
Changes in scope and reclassifications 63 (42) - 21
Changes in regimes (5) - 5 -
Actuarial gains and losses: experience adjustments 9 34 (43) -
Actuarial gains and losses: changes in assumptions - - - -
Translation adjustment 21 (15) 5) 1
AS OF DECEMBER 31, 2011 972 (570) (126) 276

Actuarial gains and losses resulting from expegesdjustments related to the fiscal years 200010 2mounted to:

(EUR millions) 2007 2008 2009 201cC
Experience adjustments on the defined benefit atitig (1) (2) (16) (14)
Experience adjustments on the market value of aésets - 96 (29) (4)
ACTUARIAL GAINS AND LOSSES RESULTING FROM

EXPERIENCE ADJUSTMENTS @ 94 (45) (18)

The actuarial assumptions applied to estimate comemits as of December 31, 2011 in the main couwntsieere such
commitments have been undertaken, were as follows:

2011 2010 2009

United United United United United United
(percentage) France States Kingdom Japan France States Kingdom Japan France States Kingdom Japan
Discount raté” 4.65 4.9 47 1.75 45 51 54 1.75 525 55 5.75 2.25
Average expected
return
on investments 40 7.75 50 4.0 40 7.75 6.0 4.0 40 7.75 5.75 4.0
Future rate of increase
of salaries 3.0 4.0 38 20 3.0 4.0 42 20 3.0 4.0 425 2.0

(a) Discount rates were determined with reference toketayields of AA-rated corporate bonds at the yead in the countries concerned. Bonds with
maturities comparable to those of the commitmemewsed.
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The average expected rate of return on investnintgpe of asset, based on which 2011 net expeasedetermined, is as
follows by type of investment:

(percentage) 2011
Equities 6.6
Bonds

- private issuers 4.5
- public issuers 2.6
Real estate, cash and other assets 2.6

The assumed rate of increase in medical expenséseitnited States is 7.6% for 2011, then it isuasd to decline
progressively as of 2012 to reach a rate of 4.520B0.

A rise of 0.5% in the discount rate would resultaireduction of 55 million euros in the amount loé tdefined benefit
obligation as of December 31, 2011; a decreasebéh n the discount rate would result in a ris&®fmillion euros.

28.4  Analysis of benefits

The breakdown of the defined benefit obligatiortype of benefit plan is as follows:

(EUR millions) 2011 2010 2009
Retirement and other indemnities 157 134 120
Medical costs of retirees 45 46 54
Jubilee awards 12 11 11
Supplementary pensions 741 617 517
Early retirement indemnities 2 3 4
Other 15 21 15
DEFINED BENEFIT OBLIGATION 972 832 721

The geographic breakdown of the defined benefigakibn is as follows:

(EUR millions) 2011 2010 2009
France 314 312 281
Europe (excluding France) 370 268 220
United States 175 147 144
Japan 103 93 65
Asia (excluding Japan) 10 12 11
DEFINED BENEFIT OBLIGATION 972 832 721

The main components of the Group’s net commitmentdtirement and other benefit obligations as e€&mber 31, 2011
are as follows:

e in France, these commitments include the comnmitrteemembers of the Group’s management bodies,asa@overed
by a supplementary pension plan after a certainbeurof years of service, the amount of which i&dith to their most
recent remuneration; they also include retiremedémnities and jubilee awards, the payment of whiadetermined by
French law and collective bargaining agreementspeaetively upon retirement or after a certain numifeyears of
service;

* in Europe (excluding France), the main commitreazdncern pension plans, set up in the United Kingdby certain
Group companies, in Switzerland, participation by companies in the mandatory Swiss occupatipeasion plan
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under the LPP (Loi pour IBrévoyance Professionnelle), as well as the TFR (Tratao di Fine Rapporto) in ltaly, a
legally required end-of-service allowance, paidardigss of the reason for the employee’s depaftane the company;

e in the United States, the commitment relates débndd benefit plans or systems for the reimburseneé medical
expenses of retirees set up by certain Group coiepan

28.5  Analysis of related plan assets

The breakdown of the market value of plan assetgfi® of investment is as follows:

(percentage) 2011 2010 2009
Equities 39 45 42
Bonds

- private issuers 27 23 27
- public issuers 15 18 19
Real estate, cash and other assets 19 14 12
MARKET VALUE OF RELATED PLAN ASSETS 100 100 100

These assets do not include any real estate dssletsging to the Group nor any LVMH and ChristiaroDshares for
significant amounts.

The additional sums that will be paid into the fartd build up these assets in 2012 are estimatéd iillion euros.

NOTE 29 - OFF BALANCE SHEET COMMITMENTS

29.1 Purchase commitments

(EUR millions) 2011 2010 2009
Grapes, wines and distilled alcohol 1,019 1,139 1,336
Other purchase commitments for raw materials 84 67 68
Industrial and commercial fixed assets 154 168 109
Investments in joint venture shares and non-cuaeailable for sale financial

assets 171 181 127

Some Wines and Spirits companies have contractwahpse arrangements with various local produasrghie future
supply of grapes, still wines and distilled alcolithese commitments are valued, depending on theenaf the purchases,
on the basis of the contractual terms or known-geal prices and estimated production yields.

As of December 31, 2011, the maturity dates ofdtoesnmitments break down as follows:

Less than One to More than
(EUR millions) one year five years five years TOTAL
Grapes, wines and distilled alcohol S4( 41 64 1,019
Other purchase commitments for raw materials 8 ¢ 84
Industrial and commercial fixed assets 8 3t 3 154
Investments in joint venture shares and non-cuaeatiable 2 o &y 171

for sale financial assets
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29.2 Lease and similar commitments

In addition to leasing its stores, the Group alsarfces some of its equipment through long ternraijyey leases. Some
fixed assets and equipment were also purchasesfioanced under finance leases.

Operating leases and concession fees

The fixed or minimum portion of commitments in resp of operating lease or concession contracts theeirrevocable
period of the contracts were as follows as of Ddmm31, 2011:

(EUR millions) 2011 2010 2009
Less than one year 1,158 943 907
One to five years 2,977 2,338 2,162
More than five years 1,300 1,049 967
COMMITMENTS GIVEN FOR OPERATING LEASES AND

CONCESSION FEES 5,435 4,330 4,036
Less than one year 19 20 20
One to five years 30 42 32
More than five years 1 5 6
COMMITMENTS RECEIVED FOR SUB-LEASES 50 67 58

Finance leases

The amount of the Group’s irrevocable commitmemtdar finance lease agreements as of December 31,[#8aks down

as follows:
2011 2010 2009
Minimum Present  Minimum Present Minimum Present
future value of future value of future value of
(EUR millions) payments  payments  payments payments payments  payments
Less than one year 26 24 24 42 29 31
One to five years 78 56 78 65 72 51
More than five years 354 73 354 69 336 63
Total future minimum payments 458 456 437
Of which: financial interest (305) (307) (292)
PRESENT VALUE OF MINIMUM FUTURE
PAYMENTS 153 153 149 149 145 145
29.3 Collateral and other guarantees
As of December 31, 2011, these commitments break ds follows:
(EUR millions) 2011 2010 2009
Securities and deposits 49 46 69
Other guarantees 851 764 728
GUARANTEES GIVEN 900 810 797
GUARANTEES RECEIVED 28 25 33

—100



/.

FINANCIERE AGACHE
CONSOLIDATED FINANCIAL STATEMENTS
Notes to the consolidated financial statements

Maturity dates of these commitments are as follows:

Less than One to More than
(EUR millions) one year five years five years TOTAL
Securities and deposits 10 27 12 49
Other guarantees 700 140 11 851
GUARANTEES GIVEN 710 167 23 900
GUARANTEES RECEIVED 17 5 6 28

In connection with the overall management of theupts financing and to enhance the efficiency sfcash management,
two companies of the Arnault family group have awided Financiére Agache to acquire a total of 8,800 LVMH shares
and 2,500,000 Christian Dior shares, at a unit ghieewill correspond, upon the exercise of thigt;j to the market price of
the shares in question upon their acquisition Imafciere Agache.

29.4  Contingent liabilities and outstanding litigation

As part of its day-to-day management, the Groygaity to various legal proceedings concerning brégtfus, the protection
of intellectual property rights, the set-up of sélee retailing networks, licensing agreements, leyge relations, tax audits
and other areas relating to its business. The Ghalipves that the provisions recorded in the lzmasheet in respect of

these risks, litigation or disputes, known or cansling at year-end, are sufficient to avoid itssmidated financial net
worth being materially impacted in the event ofuarfiavorable outcome.

29.5 Other commitments

The Group is not aware of any significant off balasheet commitments other than those describagabo

NOTE 30 - RELATED PARTY TRANSACTIONS

30.1 Relations of the Financiére Agache group witGroupe Arnault
The Financiere Agache group is consolidated irattowunts of Groupe Arnault SAS.

Groupe Arnault SAS provides assistance to Finaad¢jache group in the areas of development, engitgeeorporate and
real estate law. In addition, Groupe Arnault leaxfise premises to Financiere Agache groupe.

Groupe Arnault leases office space from the FiremeciAgache group and the latter also provides Grodimault with
various forms of administrative assistance.
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Transactions between the Financiére Agache grodiaoupe Arnault may be summarized as follows:

(EUR millions) 2011 2010 2009
« Amounts billed by Groupe Arnault to the Financidgache group (10) (10) (10)
Amount payable outstanding as of December 31 (2) (2) (2)
° Amounts billed for financial interest by the Fini#re Agache group to
Groupe Arnault ) &) @)
Balance of the Financiére Agache group’s curaeobunt liabilities (332) (236) (248)
* Tax consolidation expense (11) (7) (5)
Balance of tax consolidation accounts (4) (3) 2
* Amounts billed by the Financiére Agache group toupe Arnault 2 3 2
Amount receivable outstanding as of December 31 - - 1
* Amounts billed for financial interest by the Fingre Agache group to Groupe Arnau 48 31 34
Balance of the Financiére Agache group’s curaeaobunt assets 1,644 1,746 1,849

30.2 Relations of the Financiére Agache group witBiageo

Moét Hennessy SNC and Moét Hennessy Internation&® Grereafter referred to as “Moét Hennessy”) aee Ithlding
companies for LVMH’s Wines and Spirits businesseth the exception of Chateau d’Yquem, Chateau ChBlaic and
certain champagne vineyards. Diageo holds a 34k& staMoét Hennessy. In 1994, at the time when Biagcquired this
34% stake, an agreement was concluded between &gk LVMH for the apportionment of holding compaxpenses

between Moét Hennessy and the other holding coreparffithe LVMH group.

Under this agreement, Moét Hennessy assumed 13#aoéd expenses in 2011 (20% in 2010 and in 2@@¢senting an

amount of 20 million euros in 2011 (9 million euins2010 and 17 million in 2009).

30.3 Executive bodies

The total compensation paid to the members of trerdof Directors, in respect of their functionshiit the Group, breaks

down as follows:

(EUR millions) 2011 2010 2009
Gross compensation, employers’ charges and beireftad 13 11 11
Post-employment benefits 1 1 1
Other long term benefits - - -

End of contract indemnities - - -

Stock option and similar plans 5 4 4
TOTAL 19 16 16

The commitment recognized as of December 31, 264 pbdst-employment benefits, net of related finahessets was 3

million euros (3 million euros as of December 301@ and 1 million euros as of December 31, 2009).

NOTE 31 - SUBSEQUENT EVENTS

No significant subsequent events occurred betwesgember 31, 2011 and April 17, 2012, the date oictwthe financial

statements were approved for publication by the @o&Directors.
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Percentage of

Company Registered office interest
Financiere Agache SA Paris. France Parent
Christian Dior SA and its subsidiaries Paris, France 70%
LVMH SA and its subsidiaries Paris, France 31%
Sémyrhamis SAS Paris, France 100%
Coromandel SAS Paris, France 100%
Montaigne Services SNC Paris, France 100%
Agache Développement SA Paris, France 100%
Markas Holding BV Naarden, Netherlands 100%
Westley and its subsidiaries Luxembourg 100%
40%

Le Peigné SA and its subsidiarf@s

Brussels, Belgium

(a) Companies accounted for using the equity method.
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STATUTORY AUDITORS’ REPORT ON THE CONSOLIDATED FINANCIAL STATEM ENTS

MAZARS ERNST & YOUNG et Autres
Tour Exaltis 1/2, place des Saisons
61, rue Henri-Regnault F-92400 Courbevoie — Paris-La Défense 1

F-92400 Courbevoie FRANCE
SA with share capital of €8,320,000

Statutory Auditors Statutory Auditors
Member of the Member of the
Versailles regional organization Versailles regional organization

To the Shareholders,

In compliance with the assignment entrusted to yydur Shareholders’ Meeting, we hereby report aa,yfor the year
ended December 31, 2011, on:

- the audit of the accompanying consolidated fireratatements of Financiére Agache SA;
- the justification of our assessments;
- the specific verification required by law.

These consolidated financial statements have hgamwaed by your Board of Directors. Our role is xp@ss an opinion on
these financial statements based on our audit.

1 Opinion on the consolidated financial statements

We conducted our audit in accordance with the gifmal standards applicable in France; those atdadequire that we
plan and perform the audit to obtain reasonablarasse about whether the consolidated financigé¢stants are free from
material misstatement. An audit involves performimgcedures, using sampling techniques or othenadetof selection, to
obtain audit evidence about the amounts and disadssin the consolidated financial statements. Aditaalso includes

evaluating the appropriateness of accounting pedicised and the reasonableness of accounting etimade, as well as
the overall presentation of the consolidated fim@nstatements. We believe that the audit evidemeehave obtained is
sufficient and appropriate to provide a basis for audit opinion.

In our opinion, the consolidated financial statetaagive a true and fair view of the assets andlii@s and of the financial
position of the Group as at December 31, 2011 cditlde results of its operations for the year teaded in accordance with
International Financial Reporting Standards as abpy the European Union.

2 Justification of our assessments

In accordance with the requirements of Article R3® of the French Commercial Code (Code de commeegta)ng to the
justification of our assessments, we bring to yaitention the following matters:

e The valuation of brands and goodwill has beetetesinder the method described in Note 1.12 tocthesolidated
financial statements. Based on the aforementionedhave assessed the appropriateness of the metggdapplied
based on all estimates and reviewed the data audnasions used by the Group to perform these vialhst

« We have verified that Note 1.10 to the consoédafinancial statements provides an appropriatelaisre on the
accounting treatment of commitments to purchaseonitininterests, as such treatment is not provifiecby the IFRS
framework as adopted by the European Union.
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* The accounting treatment related to the acqaisitif controlling and minority interests of Bulgésidescribed in Note
2.1 to the consolidated financial statements. Basethe aforementioned, we have assessed the ajstenyass of the
methodology applied and the disclosed information.

These assessments were made as part of our autlé ebnsolidated financial statements taken asi@eyand therefore
contributed to the opinion we formed which is exgsed in the first part of this report.

3 Specific verification

As required by law we have also verified in accamawith professional standards applicable in Feathe information
presented in the Group’s management report.

We have no matters to report as to its fair pregm and its consistency with the consolidatedrfirial statements.
Paris-La Défense and Courbevoie, April 26, 2012

The Statutory Auditors
ERNST & YOUNG et Autres MAZARS

Olivier Breillot Simon Beillevaire

This is a free translation into English of the 8taty Auditors’ report on the consolidated finarlciatements issued in French and i
is provided solely for the convenience of Englighaking users.

=3

The Statutory Auditors’ report includes informatigpecifically required by French law in such regosvhether modified or not.

This information is presented below the audit apindn the consolidated financial statements antldes an explanatory paragraph
discussing the Auditors’ assessments of certaimfigggnt accounting and auditing matters. Theseeasments were considered for the
purpose of issuing an audit opinion on the constéid financial statements taken as a whole andmptovide separate assurance on
individual account balances, transactions or discires.

This report also includes information relating teetspecific verification of information given iretroup’s management report.

This report should be read in conjunction with asmhstrued in accordance with French law and prdfess auditing standardg
applicable in France.
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1 . Balance sheet

12/31/2011 12/31/2010

Depreciation

amortization

and

ASSETS(EUR thousands) Notes Gross impairment Net Net
Intangible assets 2 - -
Land 923 923 1,078
Buildings 735 418 317 389
Other intangible assets -
Property, plant and equipment 2.1/2.2 1,658 418 1,240 1,467
Investments 25 4,395,374 75,347 4,320,027 4,367,529
Receivables from controlled entities 25 660,672 65,239 595,433 779,044
Investment securities 8 8 8
Loans 2.3 14 14 18
Other non-current financial assets 2.3 448 448 448
Non-current financial assets 2.1/2.2/2.8 5,056,516 140,586 4,915,930 5,147,047
Non-current assets 2.1/2.2 5,058,174 141,004 4,917,170 5,148,514
Trade accounts receivable 2.3/2.5 96 26 70 140
Financial accounts receivable 2.3/2.5 1,128,672 7,293 1,121,379 1,014,050
Other receivables 2.3/2.5/2.7 2,067 45 2,022 1,588
Short term investments 2.5/2.7 115,194 1,005 114,189 215,090
Cash and cash equivalents 20,318 20,318 6,410
Current assets 2.8 1,266,347 8,369 1,257,978 1,237,278
Prepaid expenses 2.3 1,318 1,318 1,554
Bond redemption premiums 8 8 54
TOTAL ASSETS 6,325,847 149,373 6,176,474 6,387,400
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1 . Balance sheet

LIABILITIES AND EQUITY  (EUR thousands) Notes 12/31/2011 12/31/2010
Share capital (fully paid up) 24 50,774 50,774
Share premium account 441,946 441,946
Legal reserve 5,077 5,077
Regulated reserves 55,695 55,695
Other reserves 540,432 540,432
Retained earnings 2,388,320 2,272,551
Profit for the year 469,618 195,013
Regulated provisions - -
Interim dividends (396,669) -
Equity 24 3,555,193 3,561,488
Provisions for contingencies and losses 25 18,898 17,273
Bonds 688,727 688,561
Bank loans and borrowings 2.6 470,428 443,298
Miscellaneous loans and borrowings 1,434,343 1,674,171
Borrowings 2,593,498 2,806,030
Trade accounts payable 2.7 332 374
Tax and social security liabilities 2,175 41
Operating liabilities 2,507 415
Other liabilities 2.7 5,985 1,604
Liabilities 2.6/2.8 2,601,990 2,808,049
Prepaid income 2.6 393 590
Cumulative translation adjustments - -
TOTAL LIABILITIES AND EQUITY 6,176,474 6,387,400
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2. Income statement
(EUR thousands)

12/31/2011 12/31/2010
Net revenue - -
Reversals of impairment, depreciation and amoitinat - -
Expense transfers - -
Other income 187 186
Operating income 187 186
Other purchases and external expenses 971 1,039
Taxes, duties and similar levies 71 73
Wages and salaries 43 40
Social security expenses 32 32
Depreciation and amortization 24 29
Current asset provision allocations - -
Other expenses 151 82
Operating expenses 1,292 1,295
OPERATING PROFIT (LOSS) (1,105) (1,109)
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2. Income statement
(EUR thousands)

Notes 12/31/2011 12/31/2010
Income from subsidiaries 509,139 221,576
Income from other securities and non-current invesits - -
Other interest and similar income 89,941 51,945
Reversals of provisions and expenses transferred 25 2,869 47,218
Net foreign exchange gains 979 1,719
Net income on sales of short term investments 767 1,291
Net financial income 603,695 323,749
Depreciation, amortization and provisions 25 39,405 41,701
Interest and similar expenses 87,130 85,928
Net foreign exchange losses - -
Net expenses on sales of short term investments 874 -
Financial expenses 127,409 127,629
NET FINANCIAL INCOME (EXPENSE) 2.9 476,286 196,120
PROFIT FROM RECURRING OPERATIONS 475,181 195,011
Exceptional income from management transactions - 3
Exceptional income from capital transactions 860 -
Reversals of provisions and expenses transferred 25 - -
Exceptional income 860 3
Exceptional expenses on management transactions 3,802 1
Exceptional expenses on capital transactions 203 -
Provision allocations - -
Exceptional expenses 4,005 1
EXCEPTIONAL INCOME (EXPENSE) 21 (3,145) 2
Income taxes 211 2,418 -
NET PROFIT 469,618 195,013

-110



3. Company results over the last five fiscal years

/.

FINANCIERE AGACHE
PARENT COMPANY FINANCIAL STATEMENTS
Company results over the last five fiscal years

(EUR thousands) 2007 2008 2009 2010 2011

1. SHARE CAPITAL

Share capital at year-end 50,774 50,774 50,774 50,774 50,774
Number of ordinary shares outstanding 3,173,352 3,173,352 3,173,352 3,173,352 3,173,352
Maximum number of future shares to be createduiino

exercise of share subscription options - - - - -

2. OPERATIONS AND PROFIT FOR THE YEAR

Revenue before taxes 25 (6) - - -
Profit before taxes, depreciation, amortization

and movements in provisions 89,356 87,432 203,329 189,524 508,596
Income taxes 30 - - - 2,418 @
Profit after taxes, depreciation, amortization

and movements in provisions 117,978 3,030 222,637 195,013 469,618
Profit distributed as dividends 22,594 22,594 63,467 79,334 396,669 ®
3. EARNINGS PER SHARE (EUR)

Earnings per share before taxes, depreciation,taaton

and movements in provisions 28.16 27.55 64.07 59.72 160.27
Earnings per share after taxes, depreciation, &atian

and movements in provisions 37.18 0.95 70.16 61.45 147.99
Gross dividend distributed per

sharg? 7.12 7.12 20.00 25.00 125.00 ©
4. EMPLOYEES

Average number of employees 3 4 2 1 1
Total payroll 956 1,247 508 40 43
Amount paid in respect of

social security 298 506 175 32 32

(a) Since 2003, the tax expense is paid to theadidlaging parent company.

(b) Board of Directors’ proposal for 2011.

(c) Excludes the impact of tax regulations applieab the beneficiaries.
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4. Notes to the parent company financial statements

Significant events
Financiére Agache maintained its direct and indiosership interests in its subsidiaries ChrisBeor and LVMH.
In 2011, the total amount of dividends receivedrfrequity investments was 509.1 million euros.

The net financial income was 476.3 million eurompared to 196.1 million euros in 2010. This inceea$ 280.2 million
euros is primarily attributable to the increaséitome from equity investments.

Net profit was 469.6 million euros.

1. ACCOUNTING POLICIES AND METHODS

The parent company financial statements have besgaped in accordance with Regulation 99-03 dated 2p, 1999 of
the Comité de la Réglementation Comptable (AccourRiegulations Committee).

General accounting conventions have been applisdreing the principle of prudence in conformity lwithe following
basic assumptions: going concern, consistency aflatting methods, non-overlap of financial perioasd in conformity
with the general rules for preparation and presemaf parent company financial statements.

The accounting items recorded have been evaluaieg the historical cost method, with the exceptidmproperty, plant
and equipment subject to revaluation in accordavittelegal provisions.

1.1  Property, plant and equipment

Property, plant and equipment are depreciatedstragght-line basis over the following estimatedfutlives:

S 1871 119 T 1= TP PURURRRN 20 to 50 years;
- general installations, fiXtUres and fitliNGS: . .ceeiioruiiieiiee e a e e e e e 4 to yi€ars;

S =V EYoTo Ty ar =T U] oo 1T oo T TP TR T R PURSTPT U PR VPR 4 years;
- office furniture and EQUIPMENT: ............. e et e e r e e e e e s e e e e s e e e s nnreees 310 years.

1.2 Non-current financial assets

Equity investments as well as other non-currerdrfoial assets are recorded at the lower of thejuiaition cost or their
value in use. Impairment is recorded if their valuese is lower than their acquisition cost.

The value in use of direct and indirect equity stmeents in listed companies is based on an oveosition of majority
control, stock market valuation, and the portionhaf equity of these companies within consolidaguity, once restated to
take into account the Group’s accounting policies.

The value in use of other equity investments instetl companies is generally determined on theshmddihe portion of the
equity of these companies within consolidated ggoitce restated to take into account the Grougsanting policies.

In the event of partial investment sale, any gainksses are recognized within net financial ineferpense and calculated
according to the weighted average cost method.

Loans, deposits and other long term receivablesna@sured at their face value. Where applicabésetlitems are reviewed
for impairment and provisions are recognized tdenttiem down to their net realizable value at thlatice sheet date.
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1.3 Accounts receivable and liabilities

Accounts receivable and liabilities are recognizéctheir face value. An impairment provision is aeted if their net
realizable value, based on the probability of tieeitection, is lower than their carrying amount.

1.4 Short term investments

Short term investments are valued at their acdpiisitost. An impairment provision is recorded igithacquisition value is
greater than their market value determined asvialio

* listed securities: average listed share price dutie last month of the year;
* other securities: estimated realizable value aidigtion value.

Gains or losses on the disposal of short term tnwessts are determined using the FIFO method.

1.5 Provisions for contingencies and losses

The Company establishes a provision for definite kialy contingencies and losses at the end of daancial period,
observing the principle of prudence.

1.6  Foreign currency transactions
During the period, foreign currency transactioresracorded at the rates of exchange prevailingqentransaction dates.

Liabilities, accounts receivable, liquid funds, asttbrt term investments in foreign currencies amalued on the balance
sheet at year-end exchange rates.

Gains or losses on transactions regarded as elgroktiie same overall foreign exchange positiorcinyency (realized or
resulting from the revaluation of positions at thedance sheet date) are recorded in the incomenstat as a single net
amount.

The difference resulting from the revaluation abiiities and accounts receivable in foreign cucies at the balance sheet

date that cannot be regarded as elements of the sagrall foreign exchange position is recordedhia “Translation
adjustment”. Provisions are recorded for unrealipedign exchange losses unless they are hedged.

1.7  Netfinancial income (expense)

Due to its type of business, the Company applieddtiowing policies:

* in the event of a partial investment sale, any gja@n losses are recognized within net
financial income/expense and calculated accordirtbe weighted average cost method;

* net gains and losses on sales of short term inesdcomprise expenses and income
associated with sales.

1.8  Gains and losses on options and futures conttac

a) on hedges

Gains and losses are recorded in the income stateand matched against the income and expensésgaiism the hedged
item.

b) on other transactions

A provision for contingencies is recorded if therka value of the instrument results in the caltataof an unrealized loss
for the Company compared to the initial value ofittetrument. Unrealized gains are not recognized.

1.9 Equity

In conformity with the recommendations of the Cognuia Nationale des Commissaires aux Comptes (Naltion
Board of Auditors), interim dividends are recordeda deduction from equity.
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2. ADDITIONAL INFORMATION RELATING TO THE BALANCE SHEET AND INCOME
STATEMENT

2.1 Non-current assets

Increases Decreases
Gross Acquisitions, Disposals Gross
value as of creations, transfers value as of
(EUR thousands) 1/1/2011 transfers 12/31/2011
Intangible assets - - - R
Land 1,078 - 155 923
Buildings, fixtures and fittings 864 - 129 735
Miscellaneous general installations,
fixtures and fittings - - - -
Transport equipment 66 - 66
Office furniture and equipment - - - -
Property, plant and equipment 2,008 350 1,658
Investments 4,410,354 21 15,001 4,395,374
Receivables from controlled entities 8483, 1,594 186,910 660,672
Investment securities 8 - - 8
Loans 18 - 4 14
Other non-current financial assets 448 - - 448
Non-current financial assets 5,256,816 1,615 201,915 5,056,516
TOTAL 5,258,824 1,615 202,265 5,058,174

The 15 million euro decrease in investments comedp to a capital reduction by a subsidiary.

Receivables from controlled entities, in the grassant of 661 million euros as of December 31, 2@bhsist of term loans
granted to the subsidiaries of Financiere Agache.
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2.2  Depreciation, amortization and impairment of fked assets

Position and changes in the period

Depreciation, Depreciation,
amortization or amortization of
provisions Increases Decreases provisions
(EUR thousands) 1/1/2011 charges reversals 12/31/2011
Other intangible assets - -
Intangible assets i i .
Buildings, fixtures and fittings 541 24 147 418
Miscellaneous general installations,
fixtures and fittings - - -
Office furniture and equipment - - -
Property, plant and equipment 541 24 147 418
Investments 42,825 32,522 - 75,347
Receivables from controlled entities ,988 1,705 65,239
Investment securities and
loans - - -
Non-current financial assets 109,769 32,522 1,705 140,586
TOTAL 110,310 32,546 1,852 141,004

Charges and reversals to provisions of non-curieah€ial assets reflect the level of net assete@bubsidiaries concerned.

2.3  Loans and accounts receivable by maturity

Loans and receivables

(EUR thousands) Gross amount Up to 1 year More than 1 year
Receivables from controlled entities 660,672 1,595 659,077
Loans and other non-current financial assets 462 4 458
Trade accounts receivable 96 96 -
Financial accounts receivable 1,128,672 1,128,672 -
Other receivables 2,067 2,067 -
Prepaid expenses 1,318 1.318

TOTAL 1,793,287 1,133,752 659,535
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Receivables from controlled entities

These receivables correspond to term loans (witiuad interest of 1.6 million euros) granted to tubsidiaries of
Financiére Agache.

Financial accounts receivable

Financial accounts receivable include cash advameeke to Group companies in connection with thé gasling system or
under bilateral agreements.

As of December 31, 2011, accrued interest relabrfgancial accounts receivable came to 2.9 nmlkoiros.
Other receivables

Other receivables include in particular intereseneable on swaps related to borrowings.

Prepaid expenses

As of December 31, 2011, prepaid expenses maintgeara interest deducted on commercial paper andnissions for
banking commitments.

2.4  Equity

A. Share capital

The share capital comprises 3,173,352 shares, witlcha par value of 16 euros, of which 3,169,48@rek carry double
voting rights.

B. Changes in equity

(EUR thousands)

Equity as of 12/31/201@prior to appropriation of net profit) 3,561,488

Net profit 469,618
Dividends paid (79,244)
Interim dividends (396,669)

Change in regulated reserves -
Change in retained earnings -
Equity as of 12/31/201Xprior to appropriation of net profit) 3,555,193
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Amount Amount
(EUR thousands) 01/01/2011 Increases Decreases 12/31/2011
Impairment expense
Investments 42,825 32,522 - 75,347
Receivables from controlled entities ,988 - 1,705 65,239
Trade accounts receivable 26 - - 26
Financial and other receivables 2,185 5,153 - 7,338
Other short term investments 2,022 38 1,055 1,005
Subtotal 114,002 37,713 2,760 148,955
Provisions for contingencies and losses
Litigation and miscellaneous risks 17,273 1,645 20 18,898
Subtotal 17,273 1,645 20 18,898
TOTAL 131,275 39,358 2,780 167,853
Amortization of the bond redemption premium - 47 89 -
of
which: Financial - 39,405 2,869 -

Exceptional

Provision charges for “Investments” (32.5 millionres), for “Financial and other receivables” (5.2lion euros, and
reversals of provisions for “Receivables from colib entities (1.7 million euros) reflect the nedsat position of the

subsidiaries concerned.

Net provision charges for “Litigation and other tingencies” amounted to 1.6 million euros.
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2.6  Liabilities by maturity

Liabilities

From1lto5 More than 5
(EUR thousands) Gross amount  Up to 1 year years years
¢ Bonds 688,727 463,727 225,000 -
¢ Bank loans and borrowings 470,428 224,312 246,116 -
« Miscellaneous loans and borrowings 1,434,343 1,426,843 7,500 -
e Trade accounts payable 332 332 - -
¢ Tax and social security liabilities 2,175 2,175 - -
« Other liabilities 5,985 5,985 - -
« Prepaid income 393 118 275 -
TOTAL 2,602,383 2,123,492 478,891

Bank loans and borrowings, which came to 470 milkanos, comprise medium- and long term borrowinghé amount of
246 million euros and short term borrowings in dneount of 224 million euros.

Miscellaneous loans and borrowings include:

e negotiable debt securities outstanding for 50lionileuros;

» cash advances made by Group companies to Finarfgeahe for 993 million euros.

As is normal practice for credit facilities, Finag® Agache has signed commitments to maintainegifsp percentage
interest and voting rights for certain of its sulisiies and to maintain a specific ratio of assetset financial debt. The
current level of this ratio ensures that the Comygdeas genuine financial flexibility with regard tttis commitment.

2.7  Accrued expenses and deferred income

(EUR thousands)

Accrued expenses
Accrued income

Deferred income
Prepaid expenses

Current assets

Short term investments - 100
Other receivables - 1,944
Prepaid expenses - 1,318
Liabilities

Borrowings 16,211 ;
Trade accounts payable 255 ;
Tax and social security liabilities 11 ;
Other liabilities 2,985 -
Prepaid income 393 -
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2.8  Items involving related companies

Balance sheet items

Items involving companies
connected to equity
(EUR thousands) related @ investments ®

Non-current assets
Investments 4,389,686 5,689
Receivables from controlled entities 86,710 573,962

Current assets
Trade accounts receivable - -

Financial receivables 658,013 470,659
Other receivables - -
Short term investments 25,433 -

Prepaid expenses - -

Liabilities

Borrowings 932,574 -
Trade accounts payable Q) -
Other liabilities 2,418 -
Prepaid income 25 94

(a) Companies that can be fully consolidated imte consolidated unit (e.g., parent company, sudgidaffiliate in consolidated group).
(b) Percentage control between 10% and 50%.

Income statement items

Expenses and income involving related companiespompanies with which the Company has an equity ection, break
down as follows:

(EUR thousands) Income Expenses
Income from subsidiaries 509,139 -
Interest and other 83,617 28,067

2.9  Financial income and expenses

As of December 31, 2011, net financial income wé&.3 million euros. This item mainly includes:
«  Group dividends for 509.1 million euros and asgeciancome of 27.4 million euros;

« net gains on sales of short term investments fon8llion euros;

« net provision charges for subsidiaries of 36.0iorilleuros;

- net financial expenses related to borrowings for 26illion euros;

-  foreign exchange gains for 1.0 million euros;

« other net expenses for 1.6 million euros.
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2.10 Exceptional income and expenses

Exceptional income

(EUR thousands) 12/31/2011 12/31/2010
Miscellaneous revenue from management

transactions - 3
Income from capital transactions 860

Reversals of provisions and expenses transferred -

TOTAL 860 3

Exceptional expenses

(EUR thousands) 12/31/2011 12/31/2010
Exceptional expenses from management transactions 3,802 1
Expenses from capital transactions 203

Provision charges - -

TOTAL 4,005 1

2.11 Income tax

12/31/2011 12/31/2010
Before After Before After
(EUR thousands) tax Tax tax tax Tax tax
Profit from recurring operations 475,181 - 475,181 195,011 - 195,011
Exceptional income (3,145) (2,418) (5,563) 2 - 2
TOTAL 472,036 (2,418) 469,618 195,013 - 195,013

2.12 Tax position
Since 2004, Financiére Agache SA has been a mewhitee tax group of which Groupe Arnault is theqrarcompany.

Financiére Agache calculates and recognizes itexpgnse as if it were individually subject to tard remits this amount to
the parent company.

-120



JQ\

FINANCIERE AGACHE
PARENT COMPANY FINANCIAL STATEMENTS
Notes to the parent company financial statements

3. OTHER INFORMATION

3.1 Financial commitments
Commitments relating to forward financial instrumes

Hedging instruments

Financiére Agache uses various interest rate hgdgstruments on its own behalf that comply withiitvestment policy.
The aim of this policy is to hedge against therggéerate risks on existing debt, while ensurireg #peculative positions are
not taken.

The types of instruments outstanding as of DecerBbef011, the underlying amounts (excluding stemmh instruments),
and market values break down as follows:

Amount of underlying

Maturity Market
(EUR thousands) 2015 2016 12/31/2011
Swap 125,000 75,000 (7,773)

Commitments given

- Financiere Agache served as guarantor for finangiagited to some of its subsidiaries in the tomabant of 1,563
million euros and 40 million US dollars.

- In addition, securities were deposited with a figiahinstitution, without being guaranteed, in ceaotion with the
establishment of a 300 million euro line of crgdite Note 2.6).

- In connection with the disposal of long term inveshts, subsidiaries of Financiere Agache grantedtistomary asset
and liability guarantees and Financiere Agachedstseurity for the commitments of these subsidsarie

Commitments received
In connection with the overall management of theu@ts financing and to enhance the efficiency sfcash management,
two companies of the Arnault family group have auitted Financiere Agache to acquire a total of 8,800 LVMH shares

and 2,500,000 Christian Dior shares, at a unit ghieewill correspond, upon the exercise of thigt;j to the market price of
the shares in question upon their acquisition Imafciere Agache.

3.2  Compensation of management bodies

The gross amount of compensation of managemenebqdiid in 2012 to members of the management bfatidse 2011
fiscal year was 82.3 thousand euros.
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3.3  Statutory auditors’ fees

Ernst & Young Audit Mazars
2011 2010 2011 2010
(EUR thousands) Amount Amount Amount Amount
Statutory Audit 96 94 96 94
Other services relating directly to the
statutory audit assignment 4 - 7
TOTAL 100 94 103 94

3.4  Identity of the companies consolidating the aoants of financiere agache

Registered office

Groupe Arnault SAS: 41, avenue Montaigne - F-75PB&IS
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3.5  Additional information relating to equity investments and short term investments

List of subsidiaries and investments

% share

capital Profit / loss
(EUR thousands) Equity held as of 12/31/2011
A. Shares whose gross value exceeds 1% of the sheapital
1. Subsidiaries(at least 50% of the share capital held by the @p
Agache Développement 431 100.00% 384
Coromandel 21,962 100.00% (741)
Montaigne Services (6) 99.90% (22)
Financiere Agache Private Equity 1,228 100.00% 14
Semyrhamis 3,998,260 100.00% 254,995
Markas Holding 1,629 100.00% (1,126)
Westley International 12,761 100.00% (7,656)
JGPG 28 100.00% 3)
FA Placements 35 100.00% 3)
2. Investments
(between 10% and 50% of the share capital helthégdmpany)
3. Other
Christian Dior 2,996,878 8.35% 390,560 *
LVMH 10,371,737 1.58% 2,325,530 *
Foreign subsidiary (113,433) 40.36% 1,495
B. Other
(securities whose gross value does not exceed ke ahare capital)
Sévrilux 46 99.96% -

* excluding securities categorized under short tewestments

Information concerning non-current investments ohé “TIAP” portfolio

Not significant.
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Information on short term investments

Net value
(EUR thousands) 12/31/2011
Equities 28,433
SICAV, FCP and FCPR funds
Certificates of deposit, commercial paper, treabilty
Hedge funds and private equity funds 3,254
Term deposits 82,503
SHORT TERM INVESTMENTS 114,189
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Statutory Auditors’ report

STATUTORY AUDITORS' REPORT ON THE FINANCIAL STATEMENTS

MAZARS ERNST & YOUNG et Autres
Tour Exaltis 1/2, place des Saisons
61, rue Henri-Regnault F-92400 Courbevoie — Paris-La Défense 1

F-92400 Courbevoie
SA with share capital of €8,320,000

Statutory Auditors
Statutory Auditors Member of the
Member of the Versailles regional organization

Versailles regional organization

To the Shareholders,

In accordance with our appointment as Statutoryitusl by your Shareholders’ Meeting, we hereby repm you for the
year ended December 31, 2011 on:

* the audit of the accompanying financial statemeht&nanciere Agache SA,;
* the justification of our assessments;

® the specific procedures and disclosures requirddvay

These financial statements have been approvedebBdard of Directors. Our role is to express aniopion these financial
statements based on our audit.

1 Opinion on the financial statements

We conducted our audit in accordance with profesgdistandards applicable in France. These standagdge that we plan
and perform the audit to obtain reasonable assaratout whether the financial statements are free fmaterial
misstatement. An audit includes examining, on aliasis or by other sampling methods, evidence atipg the amounts
and disclosures in the financial statements. Antaaldo includes assessing the accounting pringipked, the significant
estimates made by the management, and the ovieiticfal statements presentation. We believe tieetidence we have
gathered in order to form our opinion is adequatrelevant.

In our opinion, the financial statements give atand fair view of the financial position and thesets and liabilities of the
Company as of December 31, 2011 and of the restilts operations for the year then ended, in acaocd with French
accounting regulations.
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2 Justification of our assessments

In accordance with the requirements of Article 38 of the French Commercial Code (Code de commeests)ng to the
justification of our assessments, we bring to yattention the following matters:

Note 1.2 to the financial statements describestiveunting principles and methods applicable tg liemm investments. As

part of our assessment of the accounting principkd by your Company, we have verified the appatgmess of the

above-mentioned accounting methods and that adigedosures in the notes to the financial statemant have ascertained
that they were properly applied.

The assessments on these matters were made iarttextcof our audit approach to the financial stegnts taken as a whole
and therefore contributed to the opinion expregsele first part of this report.

3 Specific procedures and disclosures

In accordance with professional standards appkcabFrance, we have also performed the specificquures required by
law.

We have no matters to report as to the fair presentand consistency with the financial statemeffitbe information given
in the management report of the Board of Directord i the documents addressed to shareholdersresiect to the
financial position and the financial statements.

Paris-La Défense and Courbevoie, April 26, 2012

The Statutory Auditors
ERNST & YOUNG et Autres MAZARS

Olivier Breillot Simon Beillevaire

This is a free translation into English of the 8taty Auditors’ report issued in French and is pided solely for the convenience of English
speaking readers. The Statutory Auditors’ repoctudes information specifically required by Frerakw in such reports, whether modifigd
or not. This information is presented below thenapi on the Company financial statements and iredudn explanatory paragrap
discussing the Auditors’ assessments of certainifgéggnt accounting and auditing matters. Theseeasments were considered for the
purpose of issuing an audit opinion on the Compfingncial statements taken as a whole and not twvige separate assurance an
individual account captions or on information takeutside of the Company financial statements. fidpsrt should be read in conjunctio
and construed in accordance with French law and¢ssional auditing standards applicable in France.
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Fees paid in 2011
to the Statutory Auditors

(EUR thousands, excluding VAT) Ernst & Young et Autres Mazars
2011 2010 2011 2010
Amount % Amount % Amount % Amount %
Audit

Statutory audit, certification, audit of the
individual company and consolidated financie

statements
* Financiére Agache 96 1 94 1 96 4 94 11
* Fully consolidated subsidiaries 9,459 64 8,813 70 2,363 96 690 82

Other services relating directly to the
statutory audit assignment:

* Financiére Agache 4 - - - 7 - - -
* Fully consolidated subsidiaries 1,622 11 515 4 4 - - -
Subtotal 11,181 76 9,422 75 2,469 100 784 93

Other services provided by the firms to
consolidated subsidiaries

* Legal, tax, employee-related 2,837 19 2,847 23 - - 3 -
« Other 738 5 277 2 - - 57 7
Subtotal 3575 24 3,124 25 - - 60 7
TOTAL 14,756 100 12,546 100 2,469 100 844 100
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Statement of the Company Officer Responsible
for the annual financial report

We declare that, to the best of our knowledge,fitnencial statements have been prepared in accoedaith applicable
accounting standards and provide a true and feiv\df the assets, liabilities, financial positiomdaprofit or loss of the
parent company and of all consolidated companies tlaat the management report presented on paged gtrue and fair
picture of the business performance, profit or lasd financial position of the parent company afdlbconsolidated
companies as well as a description of the mairsr@sid uncertainties faced by all of these entities.

Paris, April 26, 2012

Florian Ollivier
Group Managing Director
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