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Consolidated balance sheet

ASSETS

(in € millions) Notes 2005 2004
Goodwill 2 6,816 5,477
Intangible assets 3 327 277
Property, plant and equipment 4 5,661 4,727
Investment property 5 792 591
Interests in associated companies 6 551 1,275
Non-current financial assets 8 752 959
Non-current hedging financial assets 100 131
Deferred tax assets 9 164 141
Other non-current assets 19 15
Total non-current assets 15,182 13,593
Inventories 10 2,244 1,897
Trade receivables 11 1,227 1,014
Other receivables 11 1,050 816
Current tax credit 22 49
Other financial assets 12 259 183
Cash and cash equivalents 13 2,887 2,837
Assets held in view of sale 19 119 g
Total current assets 7,808 6,799
TOTAL ASSETS 22,990 20,392
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LIABILITIES AND SHAREHOLDERS’ EQUITY

(in € millions) Notes 2005 2004
Share capital 116 112
Reserves and net income, group’s share 1,246 1,007
Shareholders’equity, group’s share 1,362 1,119
Minority interests 3,477 2,065
Total shareholders’equity 14 4,839 3,184
Long-term provisions 15 264 115
Non-current financial liabilities 16 8,284 9,017
Other non-current liabilities 17 56 13
Deferred tax liabilities 9 271 474
Total non-current liabilities 8,875 9,619
Short-term provisions 15 183 189
Trade payables 18 3,925 3,312
Current financial liabilities 16 2,796 2,089
Current taxes due 66 13
Other current liabilities 18 2,248 1,986
Liabilities held in view of sale 19 58

Total current liabilities 9,276 7,589
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 22,990 20,392
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Consolidated income statement

(in € millions) Notes 2005 2004
Net sales 20 23,535 21,841
Other income 281 243
Total revenue 23,816 22,084
Cost of goods sold 21 (17,733) (16,277)
Gross margin 6,083 5,807
Payroll expenses 22 (2,269) (2,153)
External expenses 23 (2,161) (1,962)
Depreciation, amortization and provisions (630) (557)
Current operating income 20 1,023 1,135
Other income and expenses from operations 24 (274) 38
Operating income 749 1,173
Cost of net financial debt 25 (370) (323)
Other financial income and expenses 26 27 (71)
Income before tax 406 779
Income tax expense 27 (135) (361)
Income from companies accounted for by the equity method 28 16 32
Net income 287 450
Group’s share 4 85
Minority interests 283 365
In € per share Notes 2005 2004
Net income group’s share before dilution 29 0.10 2.40
Net income group’s share after dilution 29 0.10 2.39
Weighted-average number of shares outstanding after dilution 29 36,192,596 @ 35,393,710
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Consolidated statement of cash flows

(in € millions) Notes 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Net income — group’s share 4 85
Minority interests 283 365
Total consolidated net income 287 450
Depreciation and amortization 551 496
Provisions/Reversals 73 30
Unrealized gains and losses from changes in fair value ) 292 (5)
Calculated income and expenses relative to stock options and assimilated instruments 14 13
Other calculated income and expenses 78 50
Depreciation, amortization, provisions and other non-cash items 1,008 584
Income from asset divestments (130) (24)
Income from companies accounted for by the equity method (16) (32)
Dividends from companies accounted for by the equity method 21 13
Cash flow 1,170 993
Cost of net financial debt (changes in fair value and depreciation excluded) 309 396
Income tax expense (including deferred tax) 135 361
Cash flow before cost of net financial debt and income tax 1,614 1,750
Tax paid (243) (386)
Change in the operating working capital requirement @ 68 (5)
Net cash provided by operating activities (A) 1,439 1,359
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, equipment and intangible assets (889) (728)
Sale of property, equipment and intangible assets 179 104
Purchase of financial investments (133) (156)
Sale of financial investments 82 20
Changes in loans and advances granted (48) 34
Changes in scope of consolidation © (720) (442)
Net cash used in investing activities (B) (1,529) (1,168)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid to shareholders of the parent company (12) (68)
Dividends paid to minority shareholders of consolidated companies (65) (102)
Cash decrease/increase in capital 237 17
Purchase and sale of treasury stock 176 128
Issuance of TSSDI-perpetual super subordinated securities 590
Debt issuance 681 1,959
Debt redemption (1,171) (1,000)
Net financial interest paid (359) (384)
Net cash provided by financing activities (C) 77 550
Impact of currency fluctuations (D) 11 (8)
Change in cash and cash equivalents (A+B+C+D) (2) 733
Opening balance (E) 13 2,446 1,713
Closing balance (F) 13 2,444 2,446
Change in cash and cash equivalents (F - E) (2) 733
(1) In 2005, this item includes the impact of the unwinding of the Cora equity swap for €302 million — see note 8.
(2) Change in the operating working capital requirement 68 (5)
Inventories (98) (127)
Accounts payable 281 (40)
Accounts receivable 9 28
Other (124) 134
(3) Changes in scope of consolidation (720) (442)
Purchase price of securities (921) (442)
Of which CBD (528)
Of which Vindémia (198)
Of which Geimex (60)
Of which BC distribution (67)
Of which Franprix/Leader Price (263)
Of which Laurus (110)
Of which SFEHS (21)
Sale of securities 95
Cash balance of acquired subsidiaries 106
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Statement of changes in consolidated shareholders’ equity

(in € millions) Share Premiums Treasury Net income Reserves Sharesholders’ Minotity Total
capital shares recognized and equity interests share-
directly  consolidated group’s holders’

in equity  net income share equity

MAIN CHANGES

As at January 1, 2004 112 1,131 (181) (5) 1,057 1,704 2,761
Transactions on capital

Transactions on treasury shares 1 (1)

Dividends paid (67) (67) (102) (169)
Translation adjustments 43 43 16 59
Change in fair value

of available-for-sale assets 12 12 1 13
Change in shareholdings 147 147
Miscellaneous changes 1 (12) (11) (66)©® (77)
Consolidated net income for 2004 85 85 365 450
As at December 31, 2004 112 1,132 (180) 54 1 1,119 2,065 3,184
Transactions on capital 4 45 49 68 117
Transactions on treasury shares 68 (16) 52 52
Dividends paid (61) (61) (119) (180)
Translation adjustments 197 197 237 434
Change in fair value

of available-for-sale assets 11 11 (7) 4
Issuance of TSSDI @ 590 590
Changes in scope 465 @ 465
Miscellaneous changes 1 (9) (8) (106)® (114)
Consolidated net income for 2005 4 4 283 287
As at December 31, 2005 116 1,178 (112) 246 (65) 1,362 3,477 4,839

(1) At the beginning of the year, the Casino group issued perpetual super-subordinated securities of €600 million, or €590 million excluding issuance
costs.

The securities are redeemable solely at the Group’s discretion, and interest payments are due only if the Group pays a dividend on its common stock in
the preceding twelve months.

(2) — New minority interests: — Mercialys: €212 million;
— CBD sub-group: €21 million;
— Vindémia sub-group: €5 million.

— Change in scope: — Asinco: €7 million;
— Casino: €220 million.
(3) Of which: — restatement of minority interests in other debt to recognize the put options granted to minority shareholders controlled by the Group

in 2004 and 2005;
— dividend payments to perpetual super-subordinated security holders: €30 million in 2005.
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Notes to the consolidated financial statements

ACCOUNTING PRINCIPLES AND METHODS

In accordance with European Regulation No. 1606/2002 of
July 19, 2002, the consolidated financial statements of the
Rallye group for the fiscal years ended December 31, 2005 and
December 31, 2004 have been prepared in accordance with
International Financial Reporting Standards (IFRS) issued by
the International Accounting Standards Board (IASB) and
adopted by the European Union on December 31, 2005.

The quantified impact of IFRS on the Group’s financial
statements as at December 31, 2004 is described in the note
“Transition to IFRS”. Detailed preliminary information on the
transition was published on May 24, 2005 in the registration
document. Since then, a number of modifications related to
changes in the standards or their interpretation, reclassifications
and adjustments have been made to the 2004 financial
statements. A reconciliation note on the final income statement
for 2004 is included in the note “Transition to IFRS”.

The basis of preparation of the financial information for 2005
and 2004 described in the following notes results from the:

— mandatory application of IFRS and interpretations as at
December 31, 2005;

— mandatory application of IAS 32 and IAS 39 as from
January 1, 2005, which the Group decided to adopt early, as
from January 1, 2004;

— IFRS 2 on share-based payments, which the Group decided
to apply for plans granted since November 7, 2002.

The Group did not opt for the early application of the IFRS and
amendments listed below, which were published in 2004 or
2005 and will become mandatory at a future date:

— IFRS 7 “Financial Instruments : Disclosures”;

— IFRS 4 “Insurance Contracts”;

— amendment to IAS 1 “Presentation of Financial Statements —
Capital Disclosures”.

For its opening IFRS balance sheet, the Group applied IFRS 1,
“First-time Adoption of IFRS” which includes exceptions to the
principles of retrospective application of IFRS.

The general principle governing first-time adoption is the
retrospective application in the opening balance of the
accounting standards effective on the closing date of the first
IFRS financial statements. Consequently, the opening IFRS
balance sheet at January 1, 2004 incorporates the following
differences compared with the balance sheet presented in
accordance with CRC Regulation 99-02:

— assets and liabilities accounted for under previous accounting
principles but which do not meet IFRS recognition criteria have
been excluded;

— all assets and liabilities which meet IFRS recognition criteria
have been accounted for, including those not recognized under
previous accounting principles;

— some items have been reclassified in the balance sheet in
accordance with IFRS.

The effect of these adjustments has been accounted for directly
in opening equity.

According to this principle, to prepare its opening IFRS balance
sheet, the Group has reclassified from intangible assets to
goodwill, without recognizing the minority interests, commercial
premises and market shares reported on the Group’s balance
sheet under French GAAP, as they do not qualify as intangible
assets under IFRS.

In addition, the Group has opted for the following retroactive
restatement of assets and liabilities under IFRS:

— business combinations that occurred before January 1, 2004
have not been restated retroactively;

— accumulated actuarial gains and losses relating to retirement
commitments as at January 1, 2004 have been offset against
shareholders’ equity;

— cumulative translation adjustments at January 1, 2004 were
reset to zero, offsetting consolidated reserves with no impact on
opening equity. Consequently, translation differences prior to the
IFRS transition date will not be taken into account in
determining future gains or losses on the disposal of subsidiaries
or associates;

— the historical cost method was retained for all assets,
excluding land from companies within Casino’s “centralized”
perimeter (historical, core companies in France), Monoprix, and
the Asinco warehouses (Franprix and Leader Price), for which
the fair value as at January 1, 2004 was used as the presumed
cost. The resulting revaluation was booked to shareholders’
equity. In addition, certain asset revaluations, carried out by the
Laurus group, were retained in the Group financial statements.
— “Dailly” assignments of receivables which are not de-
recognized under IFRS were consolidated as at January 1,
2004.

Accounts denominated in € were prepared at historical cost,
with the exception of derivatives, available-for-sale financial
assets, which were measured at their fair value, and held-for-
sale assets or groups of assets, which were valued at the lower
of their carrying amount and fair value less costs to sell.
Financial instruments subject to interest rate hedging were also
measured at fair value.
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Certain accounting policies are pending the outcome of ongoing
IFRIC and IASB analysis. In the absence of applicable standards
and interpretations for the cases listed below, the Group opted
for the accounting policies it deemed most appropriate. They
are described in more details in the note on accounting
principles and relate to:

— the acquisition of minority interests;

— firm or conditional commitments to purchase minority interests.

Subsidiaries, joint companies and associates under the direct
or indirect control of the parent company, or over which the
latter exercises control, joint control or significant influence, are
consolidated. Control exists when the Company has the power to
govern, directly or indirectly, the financial and operating policies
of the entity in order to gain benefits from its business activities.
Control is determined based on the percentage of existing and
potential voting rights. Special-purpose entities are integrated
based on a review of the Group’s exposure to the risks and
rewards of ownership of the entity and may be consolidated as
a result, even in the absence of voting rights.

Companies over which the Group exercises joint control, shared
with a limited number of partners under a contractual
arrangement, are consolidated under the proportional method.
Associates over which the Group exercises significant influence
are accounted for under the equity method. Goodwill related to
these entities is included in the carrying amount of the
investment.

With the exception of certain minor subsidiaries and C’Discount,
whose fiscal year ends henceforth on March 31, the fiscal year
of all companies included in the consolidation scope ends on
December 31.

When a company enters the scope of consolidation, its assets,
liabilities and contingent liabilities that meet IFRS accounting
criteria are booked at their fair value as at the date of acquisition,
except for assets held for sale, which are booked at their fair
value less costs to sell. Only identifiable liabilities satisfying the
recognition criteria in the acquired company’s financial
statements are accounted for upon the combination. Thus, a
restructuring program is not booked as a liability for the acquired
company if the said company does not have an obligation, on

2005 Annual report

the date of acquisition, to implement the said program.
Adjustments in the value of assets and liabilities for acquisitions
that are accounted for on a provisional basis (because expert
assessments are being carried out, or additional information is
expected) are booked as retroactive adjustments of goodwill,
provided that they are made within twelve months of the
acquisition date. Beyond this date, the impact of adjustments is
posted to the income statement unless they represent
corrections of errors. And finally, minority interests are booked at
the fair value of the net assets acquired.

The acquisition of minority interests is not currently covered by
IFRS, and IASB recommendations on the treatment of such
transactions will be included in the amendments expected on
[FRS 3 “Business combinations”. Therefore, in the absence of
specific rules, the Group uses the pre-existing French rules. In
the event that the Group acquires an additional interest in a
subsidiary, the difference between the purchase price and the
book value of the newly acquired minority interests, as recorded
in the Group’s consolidated financial statements, is recorded as
goodwill.

The individual accounts of Banque du Groupe Casino and Store
Consumer Finance have been prepared in accordance with
standards applicable to financial institutions. In the consolidated
financial statements, they are classified according to the general
IFRS standards.

Customer loans are included in “Trade receivables”, refinancing
of customer loans in “Other current liabilities” and banking
revenue in “Net sales”.

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

— assets and liabilities are translated at the exchange rate
prevailing at year-end;

— income and expense items are translated at the average
exchange rate for the period, when this rate is close to the
exchange rates prevailing on the transaction dates;

— cash flows are translated at the average rate of exchange
prevailing for the period, when this rate is close to the exchange
rates prevailing on the transaction dates.

Translation differences (foreign exchange unrealized gains and
losses) included in consolidated shareholders’ equity result
from:



— the impact of the difference between previous and current
year-end exchange rates on shareholders’ equity;

— the impact of the difference between the average exchange
and closing exchange rates on income and changes in
shareholders’ equity for the period.

Recognition criteria for intangible assets include:

identifiability and separability;

the existence of future economic benefits;

control over those benefits;

cost can be reliably measured.

Assets acquired as part of a business combination which do not
meet these criteria are deemed to be goodwill.

m Goodwill

At the acquisition date, goodwill is initially valued at cost, i.e. the
excess of the cost of the acquisition of the shares of
consolidated companies over the interest of the acquirer in the
net fair value of the identifiable assets, liabilities and contingent
liabilities of the acquired entity.

Goodwill is not amortized; it is impairment-tested at each year-
end, or whenever there is an indication that it might be
impaired. Impairment losses on goodwill may not be reversed.
The method used by the Group to test goodwill for impairment
is described in the section entitled “Impairment of assets”.
Negative goodwill, corresponding to the negative differences
between the cost of acquisition and the acquirer’s interest in the
net fair value of the identifiable assets, liabilities and contingent
liabilities of the acquired entity, are recorded directly in income
for the year.

In addition, gains or losses on the exchange of bonds
exchangeable for Casino common or preferred shares issued in
1998 when Casino was taken over, and which matured on
January 1, 2005, i.e., the difference between the par value of
the exchangeable bonds and the book value of the shares
contributed to the exchange in the consolidated financial
statements, is recorded as a change in goodwill.

m Intangible assets

Intangible assets acquired separately by the Group are booked
at cost, and those acquired through a business combination are
booked at their fair value. Intangible assets consist mainly of
purchased software, the cost of software developed for internal
use, trade marks, patents, and entry fees paid upon the
signature of lease contracts.

Intangible assets are amortized on a straight-line basis over
different periods, depending on each asset category’s expected
use:

Type of asset Amortization period

Development costs 3 years
Software 3 to 8 years
Acquired trademarks Not amortized

Lease Premiums Not amortized

Intangible assets with indefinite useful lives are not amortized;
they are tested annually for impairment or when an indication
of impairment exists. As lease premiums and trademarks can
be renewed indefinitely, their useful lives cannot be determined
and they are therefore not amortized.

Property, plant and equipment are valued at cost, less any
accumulated depreciation and impairment losses.

Subsequent costs are capitalized if they meet IAS 16 recognition
criteria. The criteria are assessed before the acquisition of an
asset is incurred.

Property, plant and equipment (excluding land, which is not
depreciated) are depreciated over the estimated useful lives of
each type of asset, with a residual value of zero:

Type of asset Depreciation period

Land Not depreciated
Buildings (building structure and brickwork) 40 years
Roof waterproofing and shell fire protection systems 15 years

Land improvements 10 to 20 years

Building improvements 5 to 10 years
Technical installations, machinery and equipment 5 to 10 years

Furniture, office and computer equipment 3 to 5 years

“Roof waterproofing and shell fire protection systems”
components are only identified as separate property, plant and
equipment items in the case of major renovations. In other
cases, they are included in the “Building structure and
brickwork” component.

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards inherent
to ownership of the leased assets to the lessee, whether or not
ownership is transferred at the term of the lease.
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Assets held by the Group under finance leases are recognized
as assets in the consolidated balance sheet and income
statement as if they had been acquired on credit. Consequently,
the amounts originally financed by the lessor are included in
property, plant and equipment and offset by a “loan” recorded
as a liability. The amounts financed are recorded at the fair value
of the leased asset or at the present value of the minimum future
lease payments, under the terms of the lease.

Rental payments are eliminated, and replaced by:

— a depreciation allowance for the assets concerned;

— a financial expense on the loan.

Assets held under finance leases are depreciated on a straight-
line basis over their expected useful lives on the same basis as
other, similar, assets, or, if the duration of the contract is shorter,
they are depreciated over the period of the lease, unless there is
a purchase option on the leased assets which is likely to be
exercised.

Investment property is real estate property held by the owner to
earn rental income and/or for capital appreciation.

Investment property is accounted for and valued in accordance
with the provisions of IAS 40.

Shopping malls owned by the Group are recognized as
investment property.

After initial recognition, investment property is measured at cost
less accumulated depreciation and any impairment losses.
The fair value is stated in the notes. The depreciation methods
and periods applied to investment property are identical to those
used for property, plant and equipment.

Fixed assets acquisition expenses before tax are included in the
acquisition cost of these assets. For tangible and intangible
assets, these costs increase the value of assets, and are treated
similarly.

In accordance with the recommendations set out in IAS 23,
borrowing costs directly attributable to the acquisition of
property, plant and equipment are booked as an expense for the
period in which they were incurred.

IAS 36 sets out the procedures to be followed to ensure that the
carrying amount of a company’s assets does not exceed their
recoverable amount, which is the amount which would be
recovered through the use or sale of such assets.
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Except for goodwill and intangible assets with an indefinite
useful life, which must be impairment-tested at least once a
year, the recoverable amount of an asset is reassessed
whenever there is an indication that the asset may have lost
some of its value.

Various impairment indicators are used by the Group,
depending on the type of asset:

— for real estate assets (land and buildings): loss of rental
income or termination of the lease;

— for operating assets related to on-going business (assets
belonging to a cash-generating unit): the ratio of the net book
value of store assets over gross sales exceeding a threshold set
according to the type of store;

— for assets related to support activities (headquarters and
warehouses): termination of operations on the site or
obsolescence of the production equipment used at the site.
The recoverable amount of an asset is the higher of its fair value
less costs to sell and value in use.

Fair value less costs to sell is the amount obtainable from the
sale of an asset under normal market conditions, in an arm’s
length transaction between knowledgeable, willing parties, less
the costs of disposal.

Value in use is the present value of the future cash flows
expected to be derived from the continued use of an asset and
from its ultimate disposal at the end of its useful life.

It is determined using estimated future cash flows based on
budgets or forecasts for a maximum five-year period,
extrapolated by applying a constant or declining growth rate.
The result of that calculation is discounted using long-term pre-
tax market rates that reflect the market's assessments of the
time value of money and the risks specific to the assets.

The recoverable amount of each asset is determined separately.
When this is not possible, the recoverable amount of the cash
generating unit (CGU) to which the asset belongs is estimated.
A cash generating unit is the smallest identifiable group of assets
that generates cash inflows that are largely independent of the
cash inflows from other assets or groups of assets.

The Rallye group has defined its main subsidiaries as cash
generating units.

An impairment loss is immediately recognized whenever the
carrying amount of the asset, or of the CGU to which it
belongs, exceeds its recoverable amount. Impairment losses are
recorded as expenses under “Other income and expenses from
operations”.

Impairment losses recognized for an asset in a prior period are
reversed if, and only if, there has been a change in the estimates
used to determine the asset’s recoverable amount since the last
impairment loss was recognized. However, the increased



carrying amount of an asset due to a reversal of an impairment
loss may not exceed the carrying amount that would have been
determined if no impairment loss had been recognized for the
asset in prior years. Impairment losses on goodwill cannot be
reversed.

Financial assets are classified in four categories according to
their type and intended holding period:

— held-to-maturity investments;

— financial assets at fair value through profit or loss;

— loans and receivables;

— available-for-sale financial assets.

With the exception of financial assets at fair value through profit
or loss, all financial assets are initially recognized at their fair
value plus directly attributable transaction costs. All normalized
purchases and sales of financial assets are recorded on their
settlement dates.

m Held-to-maturity investments

They are fixed income securities that the Group intends to hold
to maturity. They are valued at amortized cost using the effective
interest method. Amortized cost is calculated for the period from
the acquisition of an investment to its maturity date, taking into
account any premium or discount at the acquisition. Gains and
losses are recognized in profit or loss when the assets are de-
recognized or impaired and also through the amortization process.
The Group currently has no financial assets that are classified as
held-to-maturity investments.

® Financial assets at fair value through profit
or loss

They are financial assets held for trading. That is, they have
been acquired for the purpose of being sold in the short run.
They are measured at fair value and gains and losses arising
from changes in fair value are recognized in income.

® Loans and receivables

They are financial assets issued or acquired by the Group in
exchange for cash, goods or services to a debtor. They are
measured at amortized cost using the effective interest method.
Long-term loans and receivables that are non-interest-bearing
or that bear interest below the market rate are discounted when
the amounts involved are material. Any impairment losses are
recognized in the income statement.

Trade receivables are recognized and measured at their initial
invoice value, less appropriate allowances for irrecoverable
amounts. They are booked as assets unless and until all the
risks and rewards related to them are transferred to a third party.

The Group assigns receivables to financial institutions at a
discount. It is assumed that there is no dilution risk attached to
the corresponding receivables initially recognized in the balance
sheet (risk of cancellation of the receivable as offset by credit
notes issued or payments made in compensation). The assigned
receivables relate to invoices issued for services rendered under
contract between the Group and its suppliers, based on the
amount of business it does with each supplier, respectively. The
other risks and rewards attached to these receivables have been
transferred to the assignee. Consequently, as substantially all of
the risks and rewards had been transferred to the assignee at
the balance sheet date, the receivables have been de-
recognized.

m Available-for-sale financial assets

They are financial assets that do not meet the criteria for
classification in any of the other categories, and consist mainly
of interests in non-consolidated companies and securities in the
investment portfolio. They are stated at fair value. Changes in
fair value are recognized in equity until the asset is disposed of,
collected, or de-recognized in any other way, or until there is
evidence that there has been a sustained and significant loss in
the value of the asset. In such an event, the profit or loss that
had been recognized directly in equity is removed from equity
and recognized in profit or loss. Available-for-sale financial
assets are impairment-tested at each closure of accounts. If the
asset available for sale is an equity instrument, impairment
cannot be reversed. Subsequent increases in fair value are
recognized directly in equity. If the available-for-sale financial
asset is a debt instrument, any subsequent increases in fair
value are recognized in the income statement, up to a maximum
in the amount of the impairment previously recognized.

m De-recognition

A financial asset is de-recognized in the two following cases:

— the contractual rights to the cash flows of the asset have
expired; or

— the contractual rights have been transferred to a third party,
under certain conditions.

If the assignor transfers substantially all the risks and rewards
to a third party, the asset is fully de-recognized. If the assignor
retains almost all the rights to the said risks and rewards, then
the asset remains fully recognized. In other cases, the situation
is analyzed to determine whether or not control has been
transferred by the assignor:

— if control of the asset is not retained, it is de-recognized
completely;

— if control over the transferred asset is retained, a portion of
the transferred asset is recognized in the balance sheet to reflect
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the continuing involvement, along with the associated liability.
Non-current financial assets also include purchase options.
These options are measured at their fair value (see paragraph
on “Derivative instruments and hedge accounting”).

Inventories are stated at the lower of cost and net realizable
value, determined in the Group by the first-in first-out (FIFO)
method.

Inventories comprise purchase costs, costs of conversion and
other costs that have been incurred in bringing the inventories
to their current location and condition. Accordingly, logistics
costs and supplier discounts recognized in cost of goods sold
are included in the valuation of consolidated inventories.

Cash and cash equivalents comprise cash and short-term
investments. To qualify as cash and cash equivalents in accordance
with IAS 7, investments must fulfill four conditions. They must be:
— short-term;

— highly liquid;

— readily convertible to known amounts of cash;

— subject to insignificant risk of changes in value.

An entity must classify a non-current asset, in the framework of
the sale of a single asset (or a group of current and non-current
assets and liabilities, in the case of the disposal of a business
activity), as being held for sale if its carrying amount will be
recovered principally through a sale transaction rather than
through continuous use.

When the assets held for sale comply with the principles set out
in IFRS 5, the Group recognizes them at the lower of their
carrying amount and fair value less costs to sell. Depreciation
of these assets is then discontinued. Assets and liabilities held
for sale are reported on a separate line of the balance sheet.

m Equity instruments and hybrid instruments
The accounting classification of equity instruments and hybrid
instruments issued by the Group depends on an analysis of their
specific characteristics. An instrument which is redeemable at
the Group’s discretion, and in which remuneration is contingent
on the payment of a dividend, is classified as an equity
instrument.
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m Treasury stock

Shares repurchased by the Rallye group are deducted from
equity at cost. The proceeds from the sale of treasury stock are
credited directly to equity so that the capital gains and losses,
net of the related tax effect, have no impact on profit or loss for
the period.

m Share-based payments

Group executive officers and certain employees are granted
stock options and bonus shares. In accordance with I[FRS 2
“Share-based payments”, the fair value of the options at the
grant date is recognized as an expense in the income statement
over the option vesting period. The Group uses the Black &
Scholes and trinomial option pricing models to determine the
fair value of options, based on the characteristics of the plan,
market data at the grant date, and assumptions concerning the
probability that grant recipients remain with the Group until the
options vest. The Group has carried out the valuation of all the
options granted after November 7, 2002 that have not yet been
vested. Since the options are settled in shares, they are
recognized in equity.

m Pension and other post-employment benefit
obligations

The Group has set up various pension plans for employees. Its
pension plans and other post-employment benefits are classified
as defined benefit plans, whereby the Group agrees to
guarantee the payment of a defined amount or level of benefit.
These obligations are recognized in the balance sheet at their
net present value, at each balance sheet date, less the fair value
of the assets dedicated to the given plan. Payments made to
defined benefit plans, to which the Group has no obligation
beyond the payment of contributions, are recognized as an
expense in the period in which they are incurred.

In France, the Group has various retirement benefit schemes
for its employees. The corresponding provision recorded in the
consolidated balance sheet has been determined primarily by
the projected unit credit method, and includes related payroll
taxes. The payroll tax rate applied varies depending on the
company and on the expected modes of retirement.

In accordance with local regulations, the North American
subsidiary has set up a fund to manage its retirement
obligations.

None of the Group’s other subsidiaries outside France have any
significant or comparable commitments.

Actuarial differences arise due to discrepancies between the
previous actuarial assumptions used and actual results, or due



to the effects of changes in assumptions used in the calculation
of commitments and related plan assets:

— employee turnover rate;

— rate of expected future salary increases;

— discount rate;

— mortality rate;

— expected yield on plan assets.

Changes in actuarial differences on post-retirement benefits are
recognized in the income statement using the corridor method.
Accordingly, actuarial gains and losses that exceed 10% of the
greater of the amount of the obligation or the fair value of plan
assets are spread over the average expected remaining years of
service of plan participants. In accordance with the option
applicable to first-time adoption under IFRS 1, actuarial gains
and losses at the IFRS transition date have been reset to zero
and recorded against equity.

Awards payable to active employees for years of service are
provisioned. The amount of the provision is determined based
on the probability that an employee completes the required
years of service for each award, and is discounted.

m Other provisions

A provision is recorded when the Group has a present obligation
(legal or implicit) as a result of a past event, the amount of the
obligation can be reliably estimated, and when it is probable that
an outflow of resources embodying economic benefits will be
required to settle the obligation. Provisions are discounted when
the related adjustment is material.

In accordance with the above principle, a provision is recorded
to cover the cost of providing after-sales service for household
appliances, televisions, hi-fi and video equipment sold under
warranty. The provision represents the expected cost of repairs
to be performed during the warranty period, estimated on the
basis of actual costs incurred in prior years. Each year, the
provision is reversed to offset the actual repair costs recognized
in expenses.

Provisions for restructuring costs are recognized whenever an
implicit commitment has been made to third parties as a result
of a management decision that has been formalized in a
detailed restructuring plan and communicated to the parties
concerned before the balance sheet closing date.

Other provisions correspond to specifically identified
contingencies and expenses.

Contingent liabilities correspond to possible obligations arising
from past events and whose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain
future events not within the entity’s control, or present
obligations whose settlement is not expected to require an

outflow of resources. Except for those arising from a business
combination, contingent liabilities are not recognized in the
balance sheet, but are disclosed in the notes to the financial
statements.

Borrowings are recognized at amortized cost using the effective
interest method. In the case of hedge accounting (see
paragraph “Derivative financial instruments and hedge
accounting”), the borrowing is measured at its fair value.
When a financial instrument comprises different components,
the issuer classifies the components separately, depending on
whether they have the characteristics of debt or equity. Thus,
options that enable the bearer to convert debt into equity are
classified as equity in the consolidated balance sheet. Options
that allow the bearer to convert debt into the shares of a
subsidiary that is fully consolidated by the issuer are also
accounted for in the same manner.

The portions relating to the equity component and liability
component are allocated on the issue date. The value of the
equity component is equal to the difference between the par
value and the liability component. The liability component
corresponds to the market value of a debt instrument with
similar characteristics, but which does not carry the option to
be converted or exchanged.

Net financial debt comprises borrowings and loans net of cash
and cash equivalents and the net impact of derivative
instruments used for debt fair value hedge accounting.

All derivative instruments (e.g. swaps, collars, floors and options)
are recognized in the balance sheet at fair value. Subsequent
changes in fair value are recognized in profit or loss.

In accordance with IAS 39, the Group uses hedge accounting
for:

— fair value hedges (e.g. swaps to convert fixed rate to floating
rate debt). In this case, the debt is measured at fair value, up to
the amount of the risk covered, with gains and losses arising
from subsequent measurement at fair value recognized in profit
or loss on a symmetrical basis with the loss or gain on the
derivative. If the hedge is entirely effective, the loss or gain on
the hedged debt is offset by the gain or loss on the derivative;
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— cash flow hedges (e.g., swaps to convert floating rate to fixed
rate debt). For these hedges, the effective portion of the change
in the fair value of the derivative is recognized in equity and
reclassified in profit or loss on a symmetrical basis with the
hedged cash flows, and the ineffective portion is recognized
immediately in profit or loss.

The Group has granted put options on shares held by minority
shareholders of some of its fully-consolidated subsidiaries.

In accordance with IAS 32, these options are recognized as
financial liabilities at their discounted present value if their price
is fixed, and at their fair value if their price is variable. Fair value
is defined as either the present value of the expected amount due,
or the net present value of the total of the variable components.
The standard does not clearly specify where the offsetting entry
should be recorded, except for the portion corresponding to the
de-recognition of the minority interests. Pending a decision by
IFRIC, and after ascertaining the accounting practice adopted
by other companies that have granted similar options, the Group
has decided to recognize in goodwill the difference between the
discounted present value of the option exercise price and the
amount of minority interests de-recognized from equity. This
amount recognized in goodwill will be adjusted each year for
changes in the option exercise price and in minority interests.
This accounting treatment, which would be applied if the
options were exercised today, best reflects the substance of the
transaction. However, it may be changed if an interpretation or
new standard is issued requiring the application of a different
approach.

Fair value is defined as the amount for which an asset could be
exchanged, or a liability settled, between knowledgeable, willing
parties in an arm'’s length transaction, under normal market
conditions.

Assets that are to be liquidated, consumed or disposed of within a
normal operating cycle or within twelve months following the
balance sheet date, as well as assets held for sale, or cash and
cash equivalents, are classified as “current assets”. All other assets
are classified as “non-current assets”. Liabilities to be paid within
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a normal operating cycle or within the expenses of the twelve
months following the balance sheet date are classified as “current
liabilities”. The Group’s normal operating cycle is 12 months long.
Deferred taxes are always recognized as non-current assets or
liabilities.

Revenue includes sales by the Group’s stores, self-service
restaurants and warehouses, as well as financial services
revenues, rental income and service revenues.

Other income consists of incidental revenues and revenues from
secondary activities, including commissions for the sale of travel
packages and franchise payments.

The cost of goods sold comprises the cost of purchases, net of
discounts and trade cooperation payments, changes in
inventory and logistics costs.

Logistics costs are costs relating to the Group’s logistics (storage,
handling and transportation costs incurred upon the delivery of
goods to one of the Group’s sites, stores or warehouses). These
costs, which were initially recognized as expenses: payroll costs,
other expenses, depreciation allowances and accrued liabilities,
have been reclassified under cost of goods sold.

Trade cooperation payments are measured based on suppliers’
contracts. They are billed in installments over the year. At each
closure of accounts, the services rendered during the period are
evaluated and compared with the installments billed, to
determine the amount of invoices or credit notes to be issued.
Changes in inventory, which may be positive or negative, include
impairment losses in their calculation.

Costs incurred prior to the opening or after closure are
recognized in operating expense when they arise.

The Group applies Recommendation 2004-R02 of the French
Accounting Regulations Committee according to which non-
recurrent income and expenses are presented separately, to
distinguish them clearly from the results of the Group’s ordinary
operating activities.



The cost of net financial debt consists in all income and expense
generated by the components of net financial debt for the
period, including gains and losses from the sale of cash
equivalents, and income or loss from related interest rate and
foreign exchange rate hedges.

This item corresponds to financial income and expense that is
not a component of net financial debt, and does not qualify as
operating income or expense. It consists mainly in dividends
from non-consolidated companies, gains and losses arising from
changes in the fair value of financial assets other than cash and
cash equivalents, and of derivatives not qualifying for hedge
accounting, gains and losses on the sale of financial assets other
than cash and cash equivalents, discounting adjustments
(including provisions for pensions), and foreign exchange
translation gains and losses on items other than the components
of net financial debt.

Cash discounts are recognized in financial income for the
portion corresponding to the normal market interest rate and as
a deduction from cost of goods sold for the remaining balance.

Income tax expense corresponds to the sum of the current tax
due by the various Group’s companies, as adjusted for deferred
tax.

Consolidated French subsidiaries that qualify for the common
tax treatment of parent companies and their subsidiaries are
generally included at various tax consolidation levels.

The sum of current tax payable corresponds to the tax due by
the parent companies of the tax groups and tax due by
companies that are not members of the tax group.

Deferred tax assets correspond to tax calculated and deemed
recoverable on temporary differences, tax loss carryforwards and
certain consolidation adjustments.

Deferred tax liabilities are recognized for:

— taxable temporary differences, except where the deferred tax
liability results from the recognition of a non-deductible
impairment loss on goodwill or from the initial recognition of an
asset or liability in a transaction which is not a business
combination and which, at the time of the transaction, affects
neither accounting profit, nor taxable profit, nor tax loss;

— taxable temporary differences on investments in subsidiaries,
associates and joint ventures, except where the Group controls
the timing of the reversal of the difference and where it is

probable that the temporary difference will not be reversed in
the foreseeable future.

Deferred taxes are recognized for temporary differences
between the book value of assets and liabilities and their tax
base. In accordance with IAS 12, they are not discounted.

A deferred tax liability also arises from gains resulting from the
issue of shares in certain subsidiaries to outside investors. In
view of the specific tax rules applicable to these transactions,
this latent tax liability is not expected to become due at any time
in the future. The amount of tax calculated above may be
affected by changes in the value of the tax asset or liability which
may arise from subsequent changes in the corporate income
tax rate (variable carry-forward method), from one year to
another.

Earnings per share is calculated on the basis of the average
number of common shares outstanding, weighted according to
the issue date during the period, less shares issued as dividends
and treasury stock. Diluted earnings per share is calculated
using the treasury stock method, by which:

— the numerator is adjusted to deduct interest on convertible
bonds;

— the denominator of the EPS ratio is adjusted to account for
the dilution impact of options and warrants. The method
assumes that the proceeds from the exercise of the options and
warrants are used by the firm to repurchase common shares on
the open market, at the average market price for the period.
Share equivalents are only included in the above calculation if
they have a dilution effect on earnings per share.

In compliance with 1AS 14, the Group has determined that its
primary segment reporting format is its business segments
with secondary information reported geographically. This
presentation is based on the Group’s internal reporting systems
and management structure.

Business segments correspond to the three main businesses
operated by the Group: food and general retailing, sports good
retailing and other activities.

The main events that occurred after the close of accounts that
could affect the Group’s financial statements were as follows:

— on January 3, 2006, Casino exercised a call option on 9% of
the shares of Banque du Groupe Casino. The terms of the
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shareholders’ agreement remained unchanged, and stipulate
that the company is to be managed jointly with the Cofinoga
group. Banque du Groupe Casino will continue to be
proportionally consolidated in 2006;

— on January 20, 2006, the Group acquired an additional 3% of
Exito (in Colombia), thereby raising its interest in the company to
38.6%;

— on March 14, 2006, Casino sold a block of 15% of Mercialys
for €21.75 per share. The capital gain from the transaction,
which will be accounted for in 2006, totaled €82 million after
tax. Subsequent to the transaction, the Group now has a 60.3%
stake in Mercialys;

— on March 16, 2006, the Casino and Louis Delhaize groups
signed an agreement, stipulating that Louis Delhaize would buy
42.39% of its subsidiary GMB for €850 million. Casino will sell

these shares after exercising its call option on Deutsche Bank.
The agreement puts an end to the legal action between the
parties — Louis Delhaize on the one hand and Casino, Deutsche
Bank and Carrefour on the other hand. Note 8 provides details
of the accounting consequences of the agreement, recognized
as at December 31, 2005;

—in line with global strategic planning, which included a
comprehensive review of the Casino group’s asset portfolio in
order to refocus its activities on its most profitable and value-
creating markets, on March 16, 2006, the Group announced a
€2 billion asset disposal program, ending in 2007, to dispose
of non-strategic assets.

The first phase of the disposal program is under way, as
reflected by recent transactions, such as the unwinding of Cora
equity swap and the sale of 15% of Mercialys.

COMMENTS ON THE CONTENTS OF THE CONSOLIDATED FINANCIAL STATEMENTS

Figures in the tables below are denominated in € and rounded to the nearest million. Calculations based on rounded figures may differ
slightly from reported aggregates and sub-totals.

The financial statements, as at December 31, 2004, include minor changes to the published 2004 financial statements (see
Reconciliation of French GAAP and IFRS financial statements).

Note 1.

During 2005, the following changes in the scope of consolidation took place:

Company name Activity Country Operation Date Consolidation
method

ENTRY

AM Finances Holding France Acquisition 12/29/2005 Full
Parinvest Holding France Creation 09/30/2005 Full
Matignon Rousseau Holding France Acquisition 07/06/2005 Full
SMNA Food retail France Creation 01/01/2005 Full
SCI du Plateau des Glieres Property France Acquisition 01/01/2005 Full
C’ASIA Food retail France Creation 01/01/2005 Proportional
SODEMAD Food retail France Creation 05/23/2005 Full
SAS Capédis Food retail France Acquisition 06/01/2005 Full
Masmanidis Holding Brazil Acquisition 07/01/2005 Full
Vieri M Holding Brazil Acquisition 07/01/2005 Proportional
Fructidor Food retail France Acquisition 01/01/2005 Full
Exim Holding France Acquisition 10/01/2005 Proportional
Geimex @ Food retail France Acquisition 10/01/2005 Proportional
Spice Investments Mercosur SA Holding Uruguay Creation 12/23/2005 Full
Sub-group Mercialys @ Property France Creation 10/14/2005 Full
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Company name Activity Country Operation Date Consolidation

method

EXIT

Geant Kredyt Banking Poland Disposal 01/31/2005

Junichar Food retail France Merger 01/01/2005

Kamili Food retail France Merger 01/01/2005

Parande Brooklyn Corp. Holding United States Disposal 11/30/2005

Parande Brooklyn Ventures LLC Holding United States Disposal 11/30/2005

CHANGE IN CONSOLIDATION METHOD

La Bruyére SA Holding France Increase in stake percentage 01/06/2005 Equity method
—> Full

CBD®™ Food retail Brazil Increase in stake percentage 07/01/2005 Equity method

—> Proportional

Vindémia © Food retail Indian Ocean Increase in stake percentage 10/01/2005 Proportional

—> Full

Since these changes in the scope of consolidation were not material, pro forma financial statements were not required.

(1) The Group and the Abilio Diniz family signed a partnership agreement entrusting the Group, previously a minority shareholder, with joint control of
CBD, alongside the Abilio Diniz family.

Under the terms of the agreement signed on July 8, 2005, the Group has 50% of the voting rights and a 68.8% stake in the holding company
controlling CBD (Vieri). The latter owns 28.8% of CBD'’s share capital and has 65.6% of its voting rights.

Decision-making takes place on two levels:

— decision-making powers are delegated to the CDB Board of Directors,

— other decisions are made by the Board of Directors of the holding company.

Joint control of CBD is shared between the parties, by way of a shareholders’ agreement stipulating the rights of the parties with regard to Vieri and, as
a result, in CBD.

The Board of Directors of the holding company comprises 4 members designated by the two parties.

The two parties have equal rights regarding major strategic decisions, such as acquisitions or asset disposals, leveraging, distribution of dividends, and
external growth operations.

A shareholders’ agreement has also been drawn up, requiring the Group and Abilio Diniz to vote in the same way as the Vieri holding on CBD matters.
(2) Geimex, which owns the Leader Price brand worldwide, has been controlled jointly by Casino and the Baud family since late September 2005.

(3) The Group acquired a 36.66% stake in Vindémia from the Bourbon group for €198 million, after the Bourbon group exercised its put option. The
Group now owns 70% of Vindémia’s share capital.

(4) In order to enhance the value of its assets, the Group transferred part of its property in France to a new real estate investment company, which was
created so that it could obtain status as a publicly-traded real estate investment trust (S//C-Sociétés d’investissements immobiliers cotées), allowing it
to obtain a corporate income tax exemption under certain conditions. This company, called Mercialys, has received all the buildings of the specialized
stores and shopping malls located on the Casino group hypermarket and supermarket sites, and the buildings of self-service restaurants, as well as
several franchised supermarkets or superettes leased to third parties. In addition, the SCI Vendéme Commerces, a subsidiary of AXA, contributed the
property of a shopping mall to Mercialys. Mercialys was floated and listed in the A compartment of Eurolist on the Paris Stock Exchange on October 14,
2005. As at December 31 2005, the Group owned a 75.3% stake in Mercialys.

A list of the consolidated companies is attached.
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Note 2.

(in € millions) 2003 Increase Decrease Consolidation 2004
scope,
foreign exchange,
transfers
Goodwill 5,216 172 (45) 135 5,478
Amortization (1) (1)
Net value 5,215 172 (45) 135 5,477
(in € millions) 2004 Increase Decrease Consolidation 2005
scope,
foreign exchange,
transfers
Goodwill 5,478 718 (60) 685 6,821
Amortization (1) (4) (5)
Net value 5,477 718 (60) 681 6,816

The €718 million increase in goodwill as at December 31, 2005 was mainly attributable to the acquisition of joint control of CBD, and
control of Vindémia and Gemeix. In addition, €685 million of the change as at December 31, 2005 was attributable to the
reclassification of CBD goodwill, previously classified under “Interest in associated companies”.

Note 3.

m Breakdown

(in € millions) 2005 2004
Gross Depreciations Net Gross Depreciations Net

and and

impairment losses impairment losses

Concessions, trademarks, patents, banners 29 (20) 9 32 (19) 13
Lease premiums 95 (3) 92 71 (2) 69
Software 196 (77) 119 147 (53) 94
Other intangible assets 139 (32) 107 132 (31) 101
Intangible assets 459 (132) 327 382 (105) 277

(1) Impairment of €7 million was recognized as at December 31, 2005 and €2 million as at December 31, 2004.
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m Changes

(in € millions) Concessions, Lease Software Other Total
trademarks, premiums intangible
patents, assets
banners
As at January 1, 2004, net accumulated value 14 52 52 134 252
Acquisitions by way of business combination
Other acquisitions 6 18 63 15 102
Internally generated assets 5 5
Intangible assets de-recognized in the year (1) (1) (2) (37) (41)
Amortization provisions during the year (4) (22) (15) (41)
Impairment losses (net) (2) (2)
Impact of foreign exchange gains and losses (1) 10 9
Reclassifications and other entries (2) (1) (4) (7)
As at December 31, 2004, net accumulated value 13 69 94 101 277
Acquisitions by way of business combination 1 1 2
Other acquisitions 4 21 17 44 86
Internally generated assets 3 3
Intangible assets de-recognized in the year (3) (1) (4)
Amortization provisions during the year (26) (8) (34)
Impairment losses (net) (1) (2) (3)
Impact of foreign exchange gains and losses g 5 8
Reclassifications and other entries (4) 1 28 (33) (8)
As at December 31, 2005, net accumulated value 9 92 119 107 327
Note 4.
= Breakdown
(in € millions) 2005 2004
Gross Depreciations Net Gross Depreciations Net
and and
impairment losses (V) impairment losses (¥
Land 1,297 (42) 1,255 1,150 (52) 1,098
Buildings 3,424 (992) 2,432 2,836 (867) 1,969
Other property, plant and equipment 4,463 (2,489) 1,974 3,576 (1,916) 1,660
Property, plant and equipment 9,184 (3,523) 5,661 7,562 (2,835) 4,727

(1) Impairment of €56 million was recognized as at December 31, 2005 and €38 million as at December 31, 2004.
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m Changes

(in € millions) Land Buildings Other Total
property
and equipment

As at January 1, 2004, net accumulated value 1,039 1,864 1,576 4,479
Acquisitions by way of business combination B 18 3 26
Other acquisitions 72 170 490 732
Intangible assets de-recognized in the year (18) (31) (39) (88)
Amortization provisions during the year (5) (109) (334) (448)
Impairment losses (net) (5) (5)
Impact of foreign exchange gains and losses (2) 33 31
Reclassifications and other entries 7 24 (31) 0
As at December 31, 2004, net accumulated value 1,098 1,969 1,660 4,727
Acquisitions by way of business combination 162 271 127 560
Other acquisitions 47 189 632 868
Intangible assets de-recognized in the year (64) (25) (40) (129)
Amortization provisions during the year (6) (117) (348) (471)
Impairment losses (net) (3) (15) (18)
Impact of foreign exchange gains and losses 24 63 34 121
Reclassifications and other entries (6) 85 (76) 3
As at December 31, 2005, net accumulated value 1,255 2,432 1,974 5,661
m Information on lease financing
(in € millions) 2005 2004

Gross Depreciation Net Gross Depreciation Net
Land 89 (2) 87 80 (2) 78
Buildings 415 (131) 284 379 (134) 245
Other property and equipment 633 (480) 153 580 (428) 152
Lease-financed fixed assets 1,137 (613) 524 1,039 (564) 475
Note 5.
m Changes
(in € millions) Gross Depreciation Impairment losses Net
As at January 1, 2005 653 (62) 591
Acquisitions by way of business combination 97 (7) 90
Other acquisitions 39 (7) 32
Intangible assets de-recognized in the year (1) 1 0
Impairment losses (net)
Impact of foreign exchange gains and losses 10 (1) 9
Reclassifications and other entries 139 (69) 70
Net value 937 (145) 792
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Investment property is measured at cost less accumulated
depreciation and impairment losses, if any.

As at December 31, 2005, the fair value of investment property
recognized was €1,157 million.

Fair value was determined for most investment property by a
registered independent appraiser, on the basis of recent market
transactions for similar properties, in accordance with
international valuation standards.

In France, the appraisal of Mercialys’ property was undertaken
in Spring 2005, in part by AtisReal Expertise, and, in part, by
Galtier. It was performed in compliance with the real estate
assessors’ code of ethics set forth by the Royal Institution of
Chartered Surveyors (RISC). Accordingly, each asset was
appraised separately based on its market value, using the
valuation methods recommended in the 1998 property valuation
charter and in the 2000 COB/CNC report on the valuation of the
property assets of publicly-traded companies, issued by the
French securities and exchange commission (COB) and the
French national accounting board (CNC).

All of the assets held by Mercialys were appraised on the basis
of urban planning, market studies, competition and the outcome
of on-site visits. In compliance with the 2000 COB/CNC report,
two approaches were implemented to determine the market
value of each asset. The first, the income capitalization
approach, consisted of estimating the total real estate value
based on the rate of return from rental income, by comparing
the property’s rental price with market prices for similarly rated
property. The second approach, referred to as the discounted
cash flow approach, was used to discount prospective future
income, taking into consideration, year after year, expected rent
increases, vacancy rates, and other projected factors, such as
time to market and investments borne by the lessor. Future
appraisals of investment property will be performed by the same
independent appraisers, and the property of Mercialys will be
valued on a yearly basis. One-third of the investment property
portfolio will be completely appraised, with on-site visits, and
approximately two-thirds of the property will be valued by
estimating present value, on the basis of previously reported
valuations.

Mercialys was not valued by independent appraisers as at
December 31, 2005. The company performed an internal
appraisal to determine the present market value of its property,
based on:

— the most recently recognized lease income (fourth quarter
2005);

— the capitalization rates effective at the end of 2005, which
were 0.30% lower than those used by appraisers at the
beginning of 2005.

® Net rental income

(in € millions) 2005 2004

Rental income from investment property 126 115

Direct operating expenses

for investment property

which did not generate rental income

during the period (6) (5)
Net rental income 120 110

Direct operating expenses on investment
property which did generate rental income
during the period (32) (30)

With the exception of the property transferred to Mercialys that
the company has agreed to hold for five years, and which is
subject to the special tax regime governing listed real estate
investment trusts, no specific tax provisions applied to other
property.

Note 6.

Exito (Colombia), Feu Vert, Smart & Final del Noroeste (Mexico),
Euristates (USA), Laurus (the Netherlands), and the companies
belonging to the sub-group RLP Investissement are consolidated
under the equity method, since the Group owns less than a 50%
stake, but exercises significant influence over them.

Laurus, which is 44.99% owned, is a special case. De facto and
de jure, the company is not controlled by Casino as evidenced
by the following:

— the governance status of Laurus NV as a “structure company”
under Dutch corporate law. As such, the company is largely
controlled by the supervisory board and the shareholders.
Casino, with only 44.99% of voting rights, plays a limited role;
— the corporate governance agreement signed by Laurus and
the Dutch banks, which is not a shareholders’ agreement
implementing concerted action. Instead, the agreement states
that Casino may have two of the five seats on the supervisory
board, as long as it does not hold more than 50% of voting
rights. The other seats are held by independent members.
Casino cannot appoint the CEO, but can nominate a candidate.
The final appointment decision is made by the supervisory
board as a whole;

— the Shareholders’ Meeting is not authorized to revoke an
individual member of the supervisory board, only the board as a
whole. In such an event, the Court of Commerce is asked to
appoint the new board members, of which only two of the five
may be from Casino, as stipulated in the corporate governance
agreement;

2005 Annual report

CONSOLIDATED STATEMENTS



— the option held by Casino on 6.2% of the share capital and
voting rights may only be exercised from July 1, 2007;

— Laurus is not economically dependent on Casino;

— under the terms of a technical assistance contract, Casino
provides advisory services on retailing matters such as
purchasing and logistics;

— Casino does not provide guarantees on credit given to Laurus
NV by its suppliers or banks;

— Laurus NV is fully autonomous in operational terms: only two
persons originally from Casino now work in Laurus’ teams, and
they are not on the Group Management Board.

In addition, for the reasons described in note 10 on the
transition to IFRS, the Group’s interests in Laurus and its
subsidiaries were not fully consolidated for the period from
January 1 to March 8, 2005, when the agreements on the
option were renegotiated. If the first method had been applied
for this period, net income reported for the purposes of the
consolidated financial statements would have been no different,
but sales would have been about €540 million higher. This
amount is not deemed to be material.

Finally, the notes to the consolidated financial statements of
Laurus, as at December 31, 2005, state that there is uncertainty
as to the going-concern status of the company. To meet its cash

flow requirements, the company needs to successfully complete
the sale of the Konmar and Edah businesses announced at the
beginning of 2006, and which is currently under way. As the
management of Laurus is confident that the sale will go ahead,
it has prepared the consolidated financial statements of Laurus
for the year ended December 31 on the basis of a valuation of
assets and liabilities that is consistent with the going concern
assumption.

The value of the Group’s interest in Laurus, accounted for by
the equity method, has been determined in compliance with
IAS 28, and on the basis of an appraisal by an independent
bank, using the higher of fair value (defined as share price) and
value in use (measured by discounted cash flows). The value
obtained using the discounted cash flow method was compared
with the carrying amount of the Laurus investment, and an
impairment charge of €34 million was recognized in the
financial statements under other expenses from operations (see
note 24). The value in use was determined on the basis of
conservative operating assumptions, given Laurus’s situation,
and the following financial assumptions: 2% growth rate, 6.5%
discount rate and ending value calculated based on the
perpetual capitalization of the projected cash flow for the ending
year.

m Changes in companies accounted for by the equity method

(in € millions) Opening Impairment Net income Distribution Changes in Closing
January 1, losses for the year scope and December 31,
2005 foreign exchange 2005
CBD W 713 10 (723) 0
Exito 154 12 (8) 32 190
Laurus 316 (34) (25) 1 258
Feu Vert 44 g (3) 44
Groupe Franprix and Leader Price 43 13 (4) 52
Other companies 5 1 1 7
Total 1,275 (34) 14 (15) (689) 551

(1) CBD group was proportionately consolidated as of July 1, 2005.
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B Summary financial statements of the main
equity affiliates for fiscal year 2005

m Share price of investments in associates
listed on the stock exchange

(in € millions, for the share Exito Laurus

of capital held) 35.59% 44.99%
Net sales 426 1,421

Net income 12 (25)
Non-current assets 252 496
Current assets 90 150
TOTAL ASSETS 342 646
Shareholders’ equity 206 258
Non-current liabilities 8 38
Current liabilities 129 350
TOTAL LIABILITIES

AND SHAREHOLDERS’ EQUITY 342 646

m Transactions with associates

There were no material transactions with associated companies
during the period, other than the €3 million invoiced for
services supplied under the technical assistance contract with
Laurus.

Note 7.

(in € millions) 2005 2004
Exito 209 105
Laurus 147 211
Total 356 316

In both cases, the discounted cash flows are higher than the
share price mentioned above.

Feu Vert SA and the other companies are unlisted private
entities. Consequently, a listed share price cannot be used to
determine their fair value.

m Share of contingent liabilities
There were no contingent liabilities to be recognized by
associates.

The companies Monoprix, SCI Opéra, Distridyn, Far Eastern Géant (Taiwan), Grupo Disco de Uruguay, Régie Média Trade, IRTS,
C'Asia, Alexa Group (Germany) and Geimex, in which the Group has a 50% interest, are all proportionately consolidated, since the

Group exercises joint control over them.

Banqgue du Groupe Casino, Store Consumer Finance, Vieri, Club Avantages, Exim and CBD group are proportionately consolidated.
Agreements between these associates and the Casino group set forth the terms governing joint control of their activities.

m 2005 condensed financial statements of principal joint ventures restated under IFRS
There are no unrecognized contingent liabilities in joint ventures except for the CBD contingency of €29 million, which is possible but

not probable, and therefore has not been provisioned.

(in € millions for the share of capital held) Total Of which Of which

Monoprix CBD

50.00% 34.26%
Revenue 4,423 1,883 1,025
Charges (4,344) (1,818) (1,004)
Non-current assets 3,077 962 972
Current assets 1,686 319 714
TOTAL ASSETS 4,763 1,282 1,686
Shareholders’ equity 2,334 493 839
Non-current liabilities 533 117 342
Current liabilities 1,896 671 505
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 4,763 1,282 1,686

2005 Annual report

CONSOLIDATED STATEMENTS



Note 8.

m Breakdown

(in € millions) 2005 2004
Shares in non-consolidated companies 118 149
Other available-for-sale assets 232 198
Available-for-sale financial assets (AFS) 350 347
Loans 50 52
Non-current derivative assets 24 312
Prepaid rent 104 77
Deposits, security pledges and other 16 14
Receivables related to participated companies 212 161
Impairment losses (4) (4)
Non-current financial assets 752 959

(1) The decrease in non-current derivatives reflects the unwinding of the Cora Equity Swap.

In October 2001, the Group had signed a firm and reciprocal commitment with a financial institution to buy a block of shares representing 42.39% of the
share capital of the Cora Group holding company. The commitment could be exercised at any time until May 21, 2011, after an extension for a period of
five years, at a pre-set exercise price of €850 million, provided that Cora approved the planned transaction or that there were no contractual provisions
between the Group and Cora that could stand in the way of such a transaction. If, however, the Group has not exercised its right to buy at the term of the
agreement, the block of shares will be auctioned off.

In exchange for the option, the Casino group provided a financial guarantee to the financial institution of €850 million, corresponding to the value of the
underlying assets, for the duration of the option and at the time of the auction, where appropriate. Should such an auction take place, the Casino group
would be required to compensate the financial institution for any losses incurred if the proceeds of the auction fell below the par value of €850 million.
Conversely, the Casino group would be entitled to collect any gains on proceeds over and above the €850 million par value.

Note also that the Louis Delhaize group undertook legal action in the Paris Court of Commerce to cancel the sale of shares by Carrefour to Deutsche Bank
and the associated Equity Swap.

The equity swap, which is classified as a derivative under IAS 39, is measured at fair value with any gains and losses on fair value recognized in profit and
loss.

During the fourth quarter of 2005, the Group decided to enter into negotiations with the Louis Delhaize group so that the latter will buy 42.39% of the
share capital of its subsidiary GMB for €850 million. The agreement was finalized at the beginning of 2006, and was made public on March 16, 2006.

Under the terms of this agreement, the shares will be sold on May 2, 2006, to the Louis Delhaize group after exercise by Casino of its purchase option with
Deutsche Bank.

The agreement will bring to a close the legal action between the Louis Delhaize group on the one hand and Casino, Deutsche Bank and Carrefour, on the
other hand.

The accounting impact of the agreement as at December 31, 2005 was an expense of €302 million, recognized in other expenses from operations (see
note 24). The expense net of tax totaled €198 million.

(2) Prepaid rent correspond to the rights to the use of land in certain countries for an average period of 30 years. The cost is spread over the duration of
the leases.
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m Changes in available-for-sale financial assets (AFS)

(in € millions) 2005 2004
As at January 1 347 361
Acquisitions 124 24
Sales (119) (76)
Increase in fair value 34 27
Decrease in fair value (33) (6)
Assets exiting the scope (5) 8
Impact of changes in % of interest (1)

Impact of foreign exchange fluctuations 9 8
Other (6) 1
As at December 31 350 347
Note 9.

m Change in deferred tax assets

(in € millions) 2005 2004
Balance as at January 1 141 71
Income (expense) for the year () (17) 74
Impact of changes in foreign exchange, scope and reclassifications 12 (9)
Changes recognized directly in equity 27 6
Total 164 141

(1) Deferred tax assets booked at opening, then cancelled, since it is no longer probable that there will be sufficient taxable earnings to enable part or
all of the deferred tax assets to be used. They amounted to €8 million, as of December 31, 2005.

m Change in the provision for deferred tax liabilities

(in € millions) 2005 2004
Balance as at January 1 474 407
Income (expense) of the year (214) 68
Impact of changes in foreign exchange, scope and reclassifications 11 (1)

Changes recognized directly in equity
Total 271 474
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m Origin of deferred tax assets and liabilities

(in € millions) Assets Liabilities Net
2005 2004 2005 2004 2005 2004
Intangible assets 22 10 (22) (2) 8
Property, plant and equipment 272 338 (691) (858) (419) (520)
of which financial lease contract (136) (104) (136) (104)
Inventories 76 84 (20) (18) 56 66
Financial instruments 86 (12) (39) 74 (32)
Other assets 9 (31) (56) (22) (49)
Provisions 77 50 g (2) 80 48
Regulated provisions (81) (49) (81) (49)
Other liabilities 146 170 (13) (11) 133 159
of which loan taken on lease financing 77 67 77 67
Tax loss carryforwards 71 37 71 37
Deferred tax assets (liabilities) 759 703 (866) (1,036) (107) (333)
Deferred tax assets 164 141
Deferred tax liabilities (271) (474)
Net balance (107) (333)

As at December 31, the Group had tax loss carryforwards with
the following maturities:

(in € millions) 2005 2004
2005 4
2006 4 5
2007 5 6
2008 6 3
2009 6 1
2010 and more 45 14
Unlimited 5 4
Total 71 37

Tax loss carryforwards were mainly generated by the following
companies:

— Géant Polska;

— C’Discount;

— Asinco subsidiaries;

— French and Polish subsidiaries of Groupe Go Sport.
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A deferred tax asset has been booked for these tax loss
carryforwards because the companies expect to make a profit
in future years or because tax options have been implemented.
The deferred tax on consolidation restatements was essentially
due to the restatement of property, plant and equipment at
historical cost.

A schedule has been established for the recovery of the deferred
tax receivable. The tax rates applied are those currently effective
in each country, or the rate enacted for future years if there has
been a change. Unrecognized deferred tax assets correspond
to tax loss carryforwards and long term losses, in compliance
with the precautionary principle.

Unrecognized deferred tax assets for tax loss carryforwards
amounted to €89 million as at December 31, 2005, and
€98 million as at December 31, 2004.

In addition, the Group reported long-term capital losses
of €485 million as at December 31, 2005, which may be
used until December 31, 2006. These losses amounted to
€332 million as at December 31, 2004.



Note 10.

Inventories mainly comprise goods for sale.

(in € millions) 2005 2004

Gross Depreciations Net Gross Depreciations Net
Food and general retailing 2,084 (38) 2,046 1,748 (27) 1,721
Sports good retailing 203 (7) 196 178 (5) 173
Other activities 2 2 3 3
TOTAL 2,289 (45) 2,244 1,929 (32) 1,897
Note 11.
(in € millions) 2005 2004
Trade and related accounts receivable 962 783
Receivables from lending activities 371 328
Depreciation from accounts receivable and similar accounts (73) (65)
Depreciation from lending activities (33) (32)
Sub-total trade and related accounts receivable 1,227 1,014
Other receivables 884 649
Related companies 48 47
Depreciation of other receivables (36) (35)
Unhedged derivative assets 15 22
Prepaid expenses 139 133
Sub-total other receivable 1,050 816
Trade and other accounts receivable 2,277 1,830
Note 12.
(in € millions) 2005 2004
Short-term financial receivables 9
Portfolio investments 71 20
Asset derivatives on fair value hedging 179 163
Other current financial assets 259 183
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Note 13.

(in € millions) 2004 Increase- Change 2005
decrease in fair value

and other

changes
Cash equivalents 2,320 (163) 119 2,276
Cash 517 44 50 610
Gross cash and cash equivalents 2,837 (119) 169 2,887
Spot and confirmed credit lines (77) (15) (6) (98)
Short-term bank borrowings (314) (44) 14 (344)
Net cash and cash equivalents 2,446 (178) 177 2,444

Cash and cash equivalents include €120 million of cash received on the discounting of receivables that meet IAS 39 financial asset
de-recognition criteria, as stated in the note on the accounting principles applicable to trade receivables. The Group also transfers down
payment invoices in the framework of the assighment of receivables. As they do not meet the definition of financial assets, a liability
is recognized as an offsetting entry for the cash received from the bank on the transfer date. The liability amounted to €30 million as
at December 31, 2005.

As at December 31, 2005, cash equivalents comprised euro-denominated money market mutual funds and other marketable
securities. To determine whether an investment qualifies as a cash equivalent, the Group complies with the notice of March 9, 2006
issued by the French Financial Markets Authority (AMF), which states that mutual funds are classified as cash equivalents under IAS
7 “Cash flow statement”. In accordance with this notice, the Group has analyzed its investments based on the approach recommended
by the AFG (the French Association of Investment Management Firms) and AFTE (the French association of Corporate Treasurers).
This approach distinguishes between two categories:

— mutual funds classified by AMF in the category “euro-denominated money market funds”, which are assumed, in practical terms,
to fulfill the four criteria set out in the accounting principles;

— mutual funds other than those “euro-denominated money market funds”, which meet all of the following legal, qualitative and
quantitative criteria:

1) Short-term investments: money market indexed (EONIA, 3 months EURIBOR), with a recommended investment period less or
equal to 12 months.

2) Highly liquid investments: net asset value can be determined daily or weekly, enabling shares to be subscribed or repurchased on
a daily or weekly basis, without giving notice or incurring penalties for selling them, thus enabling them to be repurchased during the
recommended investment period.

3) Investments that are readily convertible into specific amounts of cash: given their historically low volatility, and their liquidity and
money market indexation, the market value of mutual funds can easily be estimated, to a few basis points.

4) Investments with no significant risk of a change in value: the price sensitivity of mutual funds fluctuated less than 0.5 during the
previous twelve months or since the reference date of the fund objectives. They offer historical statistics of steadily rising performance,
which follows the performance of the money market.

Following the retrospective examination of its investments based on these criteria, the Group concluded that its marketable securities
investments qualified as cash equivalents as at December 31, 2005.
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Note 14.

m Share capital and capital reserves

Share capital comprises 38,807,587 common shares with a par value of €116 million. The issue premium, contribution premium and

other additional paid-in capital amounted to €774 million, €363 million and €156 million, respectively.

m Changes in share capital

Common shares issued and fully paid (par value of €3 per share)

2005 2004
Number of shares as at January 1 37,407,849 37,407,844
Exercise of B share warrants 2,424 5
Dividend payment in shares (balance for 2004) 438,907
2005 interim dividend payment (in shares) 958,407
Number of shares as at December 31 38,807,587 37,407,849

m Translation differences

(in € millions)

Group’s share

Minority interests

Total foreign

Pays Opening Change Total Opening Change Total :r):::e'::?zgeed
as at as at as at as at .
01/01/2005  12/31/2005 01/01/2005  12/31/2005 gal'::S:S"d
Brazil 4 115 118 3 124 128 246
Argentina (5) 6 1 (4) 6 2 3
Colombia 6 17 23 5 19 24 47
Uruguay 2 12 13 1 12 14 27
Venezuela (8) (9) (12) (1) (12) (21)
United States (2) 11 9 (12) 25 13 22
Taiwan 8 8 4 4 7
Thailand (6) 10 4 (15) 23 8 12
Poland 53 22 76 51 24 74 150
Other (1) 1 0 (1) 1 0 0
Total 43 197 239 16 237 254 493

m Treasury stock

Rallye and its subsidiaries own 2,204,814 treasury shares

representing €112,646,986.

In addition, Rallye holds €7 million worth of call options on
1,538,734 Rallye shares, which it uses to cover its obligation to
remit shares upon the exercise of stock options and OCEANE
convertible bonds. The treasury stock and the options are

cancelled in shareholders’ equity.
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u Share-based payments

The table below provides details of the plans granted since November 7, 2002 and currently in force:

Date of grant

Date of maturity

Number of initial beneficiaries

Number of options initially granted

Number of options relinquished by beneficiaries
Number of options remaining in force at end of period
Strike in €

Option valuation:

Fair value at the time of grant in €

Valuation model used

Volatility

Option duration

Interest rate

06/04/2003
12/04/2008
49

380,980
53,050
327,930
29.51

5.50
Trinomial
29.51%

5 years 1/2
2.98%

06/09/2004
12/09/2009
46

314,550
12,500
302,050
41.38

8.51
Trinomial
31.60%

5 years 1/2
3.76%

06/08/2005
12/08/2010
58

224,084
2,500
221,584
40.16

8.64
Trinomial
31.60%

5 years 1/2
2.60%

In June 2005, Rallye also set up a bonus share plan. The vesting of shares by the beneficiaries is subject to the realization by the
company of a performance indicator, measured on a yearly basis, which determines the percentage of shares vested for the
corresponding year. The total number of bonus shares vested equals the average of annual grants. The performance indicator used
is the cover of net debt by assets.

Date of grant 06/08/2005
Date of maturity 06/08/2008
Number of initial beneficiaries 58
Number of options initially granted 37,151
Number of options relinquished by beneficiaries 625
Number of options remaining in force at end of period 36,526
Strike in € n.a.
Option valuation:

Fair value at the time of grant in € 35.26
Option duration 3 years
Interest rate 2.21%

The cumulative impact for share-based payments granted by Rallye on the income statement amounted to €1.0 million in 2004 and
€1.7 million in 2005.

The cumulative impact of share-based payments granted by the Group’s companies on the income statement amounted to €13 million
in 2004 and €14 million in 2005.
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Changes in the number of options granted in connection with these plans are shown below, along with the average strike for the
period:

2005 2004
Weighted Number Weighted Number
average strike of options average strike of options
in€ in€

Outstanding at beginning of period 35.21 649,830 29.51 380,980

Granted over the period 40.16 224,084 41.38 314,550

Relinquished over the period 36.01 22,350 30.16 45,700
Expired over the period

Outstanding at end of period 36.49 851,564 35.21 649,830

Exercisable at end of period

m Dividends

During 2005, Rallye paid:

— the balance of the 2004 dividend at €0.48 per share;

— an interim dividend of €1.20 per share.

Shareholders were given the option of receiving their payment in shares. This enabled the Company to create 438,907 shares to pay
the balance of the 2004 dividend, and 958,407 shares to cover the interim dividend payment.

The Board of Directors proposed that the dividend be set at €1.68 per share for 2005. The outstanding amount due is €0.48 per
share, since an interim dividend of €1.20 per share was paid in November 2005.

Note 15.

m Breakdown and changes

(in € millions) As at Charges Write-backs Change Change As at
01/01/2005 for 2005 for 2005 @ in scope in currency  12/31/2005
and transfers rate
After-sales service 30 28 30 28
Employee work medal awards 19 1 20
Retirement benefits 43 15 9 (4) 45
Current service 14 14
Casino USA benefits 30 6 (1) 4 39
Miscellaneous disputes 28 13 15 2 1 29
Miscellaneous contingencies and charges @ 108 91 106 126 3 222
Restructuring 9 3 6 6
US commercial dispute 1 12 1 1 13
Tax risks 4 4
Fidelity program 18 24 18 3 27
Total 304 193 185 126 9 447
Of which non-current 115 34 12 121 6 264
Of which current 189 159 173 5 8 183

1) Includes the reversal of provisions that are no longer necessary: €8 million.
2) Provisions for miscellaneous disputes and contingencies and charges include a multitude of amounts related to disputes with employees
e.g., conciliation board), real estate (e.g., disputes on building work, contested rental payments, evictions), and tax and economic matters

(
(
(
(e.g., infringements of trademarks and patents).

2005 Annual report

CONSOLIDATED STATEMENTS



m Pension commitments and other benefits
The Group’s fixed-term benefit commitments are twofold:

— in France, end-of-career benefits, as well as complementary retirement pensions, relate to employees who are all now retired;

— in the United States, the US sub-group has pension and health insurance commitments to current and former employees.

(in € millions) France International Total

2005 2004 2005 2004 2005 2004
PROVISION IN THE BALANCE SHEET
Present value of covered obligations 111 113 88 64 199 176
Fait value of plan assets (80) (81) (62) (48) (142) (129)
Sub-total 31 32 26 16 57 48
Present value of uncovered obligations 12 30 23 42 32
Unrecorded actuarials gains/(losses) 4 1 (19) (8) (15) (7)
Unrecorded cost of past service
Provision recorded in the balance sheet 47 41 37 il 84 73
FAIR VALUE OF PLAN ASSETS
Fair value at the beginning of the year 81 82 48 37 129 119
Effective return on assets 3 g 3 4 7 7
Contributions 6 12 6 12
Benefits paid (4) (4) (3) (2) (7) (6)
Changes in scope of consolidation
Changes in foreign exchange 7 (4) 7 (4)
Fair value at year-end 80 81 62 48 142 129
CHANGES IN PROVISIONS
Provisions at the beginning of the year 42 39 31 44 73 82
Charge for the year 9 9 7 6 15 15
Disbursements (4) (4) (6) (12) (10) (16)
Changes in scope of consolidation (2) 1 (4) 1 (6)
Changes in foreign exchange B (3) B (3)
Provision at year-end 47 41 37 31 84 73
TOTAL CHARGE RECORDED IN INCOME
In financial result:
Financial cost 4 6 5 10 9
Expected return on assets (1) (1) (5) (4) (6) (5)

2 2 2 1 4 4
In payroll expenses:
Current service cost 6 6 5 5 11 11
Recorded actuarial difference
Recorded cost of past service
Impact of reductions/payments
11 11

Charge for the year 6 15 15
MAIN ACTUARIAL ASSUMPTIONS
— Discount rate 3.5% - 4.5% 4.5% - 5% 6.0% 6.0%
— Rate of wage increases 2.5%-2.75% 2.5% -2.75% 4.0% 4% - 4.5%
— Retirement age 62 — 64 years 62 — 64 years 62 — 65 years 62 - 65 years
— Expected yield on assets 3.5% - 5% 3.5% - 5% 9.0% 9.0%
— Rate of change on medical costs - - 10.0% 10.0%

Turnover rates are those effectively observed for each age class.
Defined contribution pension plans are mainly composed with retirement advantages, their costs reach €230 million.
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Note 16.

® Breakdown of financial debt

Schedule of financial debt as at December 31

(in € millions) 2005 2004

Bond issues 6,048 7,361

Other borrowings 1,236 658

Lease finance contracts 241 188

Borrowings and loans

(fraction maturing in over 1 year) 7,525 8,207

Non-current financial debt® 759 810

Non-current financial liabilities 8,284 9,017

Bond issues 1,320 880

Other borrowings and loans 562 109

Lease finance contracts 62 54

Borrowings and loans

(fraction maturing in 1 year or less) 1,944 1,043

Current financial debt®@ 395 652

Derivative liabilities related to financing 15 3

Spot credit lines 98 77

Short-term bank borrowings 344 314

Current financial liabilities 2,796 2,089

Non-current hedging financial assets (100) (131)
Other financial assets (259) (183)
Financial debt 10,721 10,792

Cash equivalents (2,276) (2,320)
Cash (610) (517)
Net financial debt 7,835 7,955

(in € millions) 2005 2004
Less than 1 year 2,721 1,883
1-5 years 5,694 6,156
Over 5 years 2,306 2,753
Financial Debt 10,721 10,792

(1) As indicated in the accounting policies, non-current financial debt
corresponds to the put options granted to minority shareholders, which
may be exercised after one year. They mainly concern subsidiaries of
the Franprix/Leader Price group (for 2004 and 2005) and Vindémia (for
2005 only).

(2) As indicated in the accounting principles and methods, current
financial debt corresponds to the put options granted to minority
shareholders, which may be exercised in less than one year. They
mainly concern subsidiaries of the Franprix/Leader Price group. As of
December 31, 2004, this item also includes liabilities relating to
assigned receivables not to be de-recognized under IFRS, which amounted
to €307 million.
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® Financial debt detail

Currency Interest rate Effective Amount Maturity Due date
interest in € millions
rate

BOND BORROWINGS
Rallye 1999 EUR fixed
2006 bond 4.625% 4.75% 270 7 years  march 2006
Rallye 2001 @ EUR fixed 5 years
2006 exchangeable bond 3.250% 8.18% 460 6 months june 2006
Rallye 2003 @ EUR fixed
OCEANE 2008 3.750% 7.87% 264 5 years jan. 2008
Rallye 2003 EUR fixed 10 years
2013 exchangeable bond 3.250% 6.91% 300 3 months july 2013
Rallye 2004 EUR fixed
2009 bond 5.375% 5.58% 500 5 years jan. 2009
Rallye 2004 EUR fixed
2011 bond 5.625% 5.82% 500 7 years oct. 2011
HMB 2000 ® EUR variable
2008 Zéro coupon bond E3M +0.40% 183 8 years june 2008
Casino 1999 EUR fixed
2006 bond 4.750% 4.89% 454 7 years july 2006
Casino 2003 EUR fixed
2006 ltalian private placement 0.100% 0.10% 30 3 years nov. 2006
Casino 2004 ® EUR variable 2 years
2007 linked bond E3M +0.45% 2.82% 81 3 months  march 2007
Casino 2004 ® EUR variable 3 years
2008 linked bond E3M +0.60% 2.93% 78 3 months  march 2008
Casino 2004 4 EUR variable 4 years
2009 linked bond E3M +0.725% 3.04% 76 3 months  march 2009
Casino 2002 EUR fixed 4 years
2007 bond 5.875% 5.96% 500 11 months nov. 2007
Casino 2001 EUR fixed
2008 bond 6.000% 6.13% 1,100 7 years  march 2008
Casino 2002 uUsSD fixed
2009 private placement 5.920% 5.92% 10 7 years nov. 2009
Casino 2002 ® EUR fixed
2009 bond 5.452% 5.46% 475 7 years june 2009
Casino 2003 EUR fixed
2010 bond 5.250% 5.36% 500 7 years april 2010
Casino 2002 usD fixed
2011 private placement 6.460% 6.56% 255 9 years nov. 2011
Casino 2004 EUR fixed
2011 bond 4.750% 4.81% 400 7 years july 2011
Casino 2002 EUR fixed
2012 bond 6.000% 6.13% 700 10 years feb. 2012
Casino 2002 usD variable
2007 bond 50 5 years 2007
Total bond borrowings 7,186
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Currency Rate Amount Maturity Due date

in € millions
BANK BORROWINGS
Alpétrol EUR
Structured loan fixed 100 4 years nov. 2006
HMB EUR 5 years
Structured loan variable 112 3 months july 2007
Rallye EUR
Structured loan variable 240 5 years july 2010
Cobivia EUR
Structured loan variable 200 5 years july 2010
Casino EUR
Syndicated loan variable 34 8 years feb. 2007
Casino EUR
Syndicated loan variable 14 8 years feb. 2007
Casino EUR
Bank loan variable 100 6 years sept. 2007
Casino EUR
Structured loan fixed 162 5 years dec. 2006
Casino EUR
Miscellaneous Bank borrowings ") 563
Total bank borrowings 1,525
Fair value adjustment, to be amortized 105
Accrued interest on loans 204
Change in the fair value of debt 29
Derivative instruments — Fair value of debt 90
Derivative assets (359)
Commitments made to minority interests (Puts) 1,079
Loans taken on lease finance 303
Other borrowings and loans 118
Short-term bank borrowings and spot credit lines 442
TOTAL FINANCIAL DEBT 10,722

(1) Bond exchangeable for Casino common shares issued by Rallye for an amount of €460 million. Bonds may be redeemed in cash on June 30, 2006
and carry an exchange option, which may be exercised at any time at the choice of the bearer from January 31, 2003 up until June 30, 2006 against
1.0196 Casino common shares on hand. The number of bonds outstanding as at December 31, 2005 was 3,382,353.

(2) Bonds convertible or exchangeable into Rallye shares at the rate of 1.02 shares for 1 bond, redeemable at the latest on January 1, 2008 at 109.7%
of par value. The par value of the issue totals €264 million. The number of bonds outstanding as at December 31, 2004 was 6,011,362.

(3) Bonds exchangeable for Casino common shares issued by Rallye for an amount of €300 million. Bonds may be redeemed in cash at the latest on July
1, 2013, at 119.07% of par value and carry an exchange option, which may be exercised at any time at the choice of the bearer up until July 1, 2013
against 1 Casino common share. Rallye has an early redemption option that can be exercised as of July 1, 2006. Bondholders have an early redemption
option that can be exercised on July 1, 2008 and July 1, 2011.

(4) Bond issue consisting of €150 million in par value and €33 million in capitalized interests.

(5) On December 23, 2004, Casino, Guichard-Perrachon issued three series of bonds indexed on the market price for Casino shares, for a total amount
of €236 million. The three series amount to: €81 million, €78 million, and €76 million, with maturity dates set, respectively, at March 30, 2007,
March 30, 2008 and March 30, 2009. The redemption price for these bonds is indexed on the stock market price for Casino common shares: with a
minimum amount of €60 million, and a maximum of €280 million. The debt is recorded on the balance sheet for the discounted present value of the
maximum redemption amount. The indexation on the stock market price for Casino common shares is recorded as a derivative asset instrument at its fair
value. Any change in fair value is recorded in income.

(6) In June 2002, Casino, Guichard-Perrachon issued bonds for an amount of €559 million, maturing in seven years. This bond issue was fully subscribed
by Finovadis SNC, a partnership which is 99% owned by a bank, and 1% owned by Casino, Guichard-Perrachon. In accordance with the principles
described in the section entitled 'Scope of consolidation’, the share of the issue which was financed by outside investors constitutes an external debt for
the Group, and appears in the financial statements as a loan in the amount of €475 million (i.e., par value €400 million +capitalized interest).

(7) Miscellaneous bank borrowings consisting of a large number of loans with maturities mostly at less than one year.
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m Other information on the risk of financial
debt likely to become payable

Bonds issued by the Group include commitment and default
clauses typically found in this type of contract, such as
borrowing clauses granting to the bondholder the same
guarantees that could be given in later issues (pari passu),
ceilings on guarantees granted to other lenders (negative
pledge) and cross defaults.

Public bond issues on the euro market contain no commitments
relating to financial ratios.

Rallye: in the context of certain bank borrowings and confirmed
credit lines, Rallye has committed itself to respecting certain
financial ratios (consolidated EBITDA/consolidated net financial

¥ Interest rate risk

expenses and minimum company equity) at each accounts
closing date, until the term of the contracts.

Casino: confirmed medium-term bank credit lines and the
private placement carried out in 2002 in the United States
include an early redemption clause in the event that targets for
any of the following financial ratios are not achieved when the
financial statements are closed: consolidated net financial
debt/consolidated EBITDA and consolidated net financial
debt/consolidated shareholders’ equity.

Confirmed short-term bank credit lines contain no commitments
relative to financial ratios.

As at December 31, 2005, the Group achieved its targets and
fulfilled its legal commitments.

(in € millions) < 1 year 1 to 5 years > 5 years Total
Bond borrowings 1,499 3,499 2,155 7,153
Bank loans 1,326 314 3 1,643
Leasing 140 107 56 303
Other debts 442 442
Assignment of receivables 29 29
TOTAL LIABILITIES 3,436 3,920 2,214 9,570
Cash equivalents 2,311 2,311
Cash 576 576
TOTAL ASSETS 2,887 2,887
NET POSITION BEFORE RISK MANAGEMENT 549 3,920 2,214 6,683
Interest rate swaps — paying fixed rate 4,399 (3,044) (1,355)

Interest rate swaps — receiving fixed rate (1,300) 1,200 100

Options

Off-balance-sheet 3,099 (1,844) (1,255) 0
NET POSITION AFTER RISK MANAGEMENT 3,648 2,076 959 6,683
Cash elements not exposed to rate risk 1,152
Net debt 7,835
Net position to roll-over in less than one year 3,648

1% change 36

Average residual maturity until the end of the year 0.87

Change in financial expenses 32

Net financial charges 370

Impact of change in financial expenses/financial charges 8.58%

m Hedge accounting

The Group uses fair value hedge accounting to recognize the
derivative financial instruments it uses to hedge its exposure to
interest rate risk on borrowings and loans issued at a fixed rate.
The purpose of these instruments is to hedge part of the risk of
changes in the fair value of the underlying asset due to interest
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rate risk on fixed-rate borrowings.

The Group does not use hedge accounting for its currency
forward purchases.

The fair value of the derivative financial instruments used
for hedge accounting amounted to €166 million, as at
December 31, 2005.



m Fair value of financial instruments

The table below provides a comparison of the carrying amount
of financial assets and liabilities recognized in the balance sheet
with their fair value.

The fair value of listed financial instruments is based on their
quoted stock market price at the balance sheet date. The fair
value of unlisted financial instruments is determined on the

basis of the stock market price of listed instruments which are
similar in nature, and are adjusted as appropriate. For other
unlisted instruments, fair value is determined using valuation
techniques such as those used for options or using the
discounted cash flow method. The models use assumptions
which are supported by market data.

(in € millions) Carrying amount Fair value
2005 2004 2005 2004
ASSETS
Investment in associates 551 1,275 807 1,546
Financial assets 752 959 752 959
Trade receivables 1,227 1,014 1,227 1,014
Derivative asset instruments 359 314 359 314
Other receivables 1,051 816 1,051 816
Cash and cash equivalents (assets) 2,887 2,837 2,887 2,837
LIABILITIES
Borrowings and loans 9,537 9,316 9,901 9,798
Derivative liability instruments 90 93 90 93
Other financial debt 1,079 1,372 1,079 1,372
Trade payables 3,925 3,312 3,925 3,312
Cash and cash equivalents (liabilities) 374 325 374 325
Other debt 459 458 459 458
Note 17. Note 18.
Other non-current debt corresponds to debt which matures in
more than twelve months. It amounted to €40 million and (in € millions) 2005 2004
mclud.ed a derivative instrument of €16 million relating to a Debt on fixed assels 171 T
commitment to purchase shares. :
Current accounts of non-consolidated
companies 74 134
Tax and social security liabilities 1,045 1,067
Miscellaneous debt 521 Sl
Financing of the credit business 394 278
Unearned revenue 28 19
Unhedged derivative liabilities 15 46
Other current debt 2,248 1,986
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Note 19.

On October 17, 2005 the Casino group announced the sale of
thirteen warehouses located throughout France, representing a
total of 418,000 square meters, to Mines de la Lucette (a
Morgan Stanley Real Estate Fund).

Twelve of the thirteen warehouses are being leased back under
commercial leases by Easydis, the Casino group’s wholly-owned
logistics subsidiary. The majority of the leases have an initial
fixed term of nine years. Under the terms of IAS 17, these

Note 20.

m Primary segment: business

contracts qualify as operating leases.

The sale was finalized on April 3, 2006.

The transaction resulted in the following accounting treatment in
the second half of 2005:

— reclassification of assets held for sale in the amount of
€115 million;

— reclassification of liabilities associated with the assets held for
sale, amounting to €58 million.

The business segment “Food and general retailing” corresponds to the Casino sub-group, the segment “Sporting goods retailing”
concerns the Groupe Go Sport sub-group and the segment “Other activities” corresponds to the holding business and financial

investment portfolio.

(in € millions) Food and general Sporting Other Total
retailing goods retailing activities 2005
Segment net sales 22,806 723 6 23,535
Operating income before depreciation, amortization,
provisions and interest 1,567 13 3 1,583
Asset depreciation and amortization (521) (20) (541)
Provisions, including goodwill impairment (16) (1) (4) (21)
Segment income or loss 1,031 (8) (1) 1,022
Net income from companies accounted for by the equity method 14 2 16
Net carrying amount of segment assets 20,614 400 1,425 22,439
Shares of companies accounted for by the equity method 550 1 551
Total consolidated assets 21,163 400 1,426 22,990
Total consolidated liabilities 14,527 297 3,327 18,151
Cost of investments 2,266 21 2,287
Average workforce 141,586 5,849 85 147,520

Segment income or loss includes goodwill impairment, but excludes other income and expenses from operations, which amounted
to an expense of €274 million, including a €290 million expense for “Food and general retailing” and income of €16 million for

“Other activities”.
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(in € millions) Food and general Sporting Other Total

retailing goods retailing activities 2004

Segment net sales 21,186 648 7 21,841
Operating income before depreciation, amortization,
provisions and interest 1,645 11 6 1,662

Asset depreciation and amortization (474) (21) (495)

Provisions, including goodwill impairment (30) (2) (32)
Segment income or loss 1,141 (10) 4 1,135
Net income from companies accounted for by the equity method 32 32
Net carrying amount of segment assets 17,813 372 932 19,117
Shares of companies accounted for by the equity method 1,274 1 1,275
Total consolidated assets 19,087 372 933 20,392
Total consolidated liabilities 14,059 263 2,886 17,208
Cost of investments 1,113 15 1,128
Average workforce 118,479 5,655 90 124,224

Segment income or loss includes goodwill impairment, but excludes other income and expenses from operations, which amounted
to an income of €38 million, corresponding to income of €27 million for “Food and general retailing” and of €11 million for “Other
activities”.

m Secondary segment: geographic area

(in € millions) France Other North South Asia Indian Eliminations Total
European America America ocean and items 2005
countries not allocated

Net sales 17,739 866 1,609 1,621 1,282 424 (5) 28,585

Net carrying amount of assets 13,322 1,344 673 2,623 657 645 3,725 22,990

Cost of investments 692 118 39 1,073 66 298 2,287

(in € millions) France Other North South Asia Indian Eliminations Total
European America America ocean and items 2004
countries not allocated

Net sales 17,432 776 1,573 635 1,164 268 (7) 21,841

Net carrying amount of assets 12,616 1,309 536 1,232 588 155 3,956 20,392

Cost of investments 932 49 54 28 59 7 1,128

Note 21.

(in € millions) 2005 2004

Purchases and changes in inventory (16,800) (15,475)

Logistics costs (933) (802)

Cost of goods sold (17,733) (16,277)
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Note 22.

(in € millions) 2005 2004
Salaries and wages 1,857 1,711
Employer’s contribution 563 520
Profit-based employee incentive 18 40
Employee profit-sharing 36 43
Expenses related to share-based payments 15 13
Other payroll costs 29 41
Payroll costs 2,518 2,368
Payroll costs related

to the logistics activity (249) (215)
Total payroll expenses 2,269 2,153
Note 23.

(in € millions) 2005 2004
Advertising costs 363 334
Real estate rental 318 278
Movable goods rental 48 55
Rental service charges 118 102
Maintenance, energy

and miscellaneous supplies 488 387
Taxes and levies 311 291
Other miscellaneous expense 1,173 1,082
Other external expense 2,819 2,529
Other expense related

to its logistics activity (658) (567)
Total other expenses 2,161 1,962
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Note 24.

(in € millions) 2005 2004
Income from asset disposal 24 10
Tax relief on meat purchases 34
Change in assessment

of the fair value of debt 22

Dilution profit ™ 107 34
Miscellaneous 16 23
Other income from operations 169 101
Unwinding of the Cora Equity Swap @ (302)

Impairment losses on assets (58) (13)
Litigation provision and cost (USA) (13)

Expenses on Mercialys (15)

Loss on CBD (16)
Miscellaneous (39) (50)
Other expenses from operations (443) (63)

Total other income

and expenses from operations (274) 38

(1) This item mainly concerned Mercialys in 2005, and Itau and Sendas
in 2004. Under the terms of the contribution agreement signed on
August 23, 2005, the Casino group transferred, without retrospective
effect, all the buildings of the specialized superstores and shopping malls
located on the Casino group’s hypermarket and supermarket sites to
Mercialys, in the form of a partial contribution of assets. At the same date
and under the same conditions, SCI Vendome Commerces, a real estate
subsidiary of AXA, transferred ownership of a shopping center located in
Angers. In order to raise funds for strategic growth and to benefit from the
corporate tax exemption granted to listed real estate investment trusts,
the company decided to float its shares, which raised share capital and
issue premiums of €230 million.

The transactions resulted in the Casino group owning a 75.3% stake in
Mercialys. The Group recognized a dilution profit of €93 million in its
financial statements. This reflected the share subscribed by minority
interests of the difference between the contribution value of the property
and its historical carrying amount in the consolidated financial statements.

(2) The unwinding of the Cora Equity Swap is described in note 8.

(3) Asset impairment in 2005 mainly concerned a €34 million loss for
Laurus (see note 6), and land not used for operating purposes in Poland
in the amount of €14 million.



Note 25. Note 27.
= Breakdown
(in € millions) 2005 2004
Gain from the sale of cash equivalents 33 29 (in € millions) 2005 2004
Revenue from cash and cash equivalents 28 13 e (332) (290)
Income from cash and cash equivalents 61 42 Deferred tax 197 71)
Interest expense on financing activities
after hedging (411) (367) Total income tax (135) (361)
Foreign exchange gain or loss
on financing activities (5) 13 L i
Interest expense on lease finance contracts (15) (11) n Re.concmatlon 2i7 [BEITE 22 SIEnEs
and income before tax
Cost of gross financial debt (431) (365)
Cost of net financial debt (370) (323) (in € millions) 2005 2004
Net income 287 450
Net income from companies accounted
Note 26. for by the equity method 16 32
Income tax expense (135) (361)
Income before tax 406 779
(in € millions) 2005 2004 Theoretical income tax expense (142) (276)
Theoretical tax rate 34.93% 35.43%
Financial income from investments 4 7 Impact from different tax rates 5 (1)
Foreign exchange gains Net impact of non-deductible,
(excluding financing activities) 9 45 non-taxable income and expenses (43) (117)
Income on discounting calculations 1 1 Effect of tax losses not recognized as assets (52) (49)
Income from financial discounting 27 27 Effect of the de-recognition of tax losses (77)
Positive change in the fair value Effect of long-term capital losses
of unhedged derivatives 51 25 not recognized as assets (1)
Other financial income 34 56 Goodwill impairment losses (12)
Financial income 126 161 Tax-free income (dilution profits) 39 7
Foreign exchange losses Other non-deductible,
(excluding financing activities) (12) (50) non-taxable income and expenses (18) 3
Expense on discounting calculations (16) (7) Miscellaneous tax 45 33
Negative change in the fair value Tax income from the loss of 50%
of unhedged derivatives (13) (40) of CBD warrants 30
Negative change in the fair value Exit Tax 5 (2)
of financial assets assessed at fair value (3) (86) Tax income on acquisition costs
Other financial expenses (55) (49) of CBD shares 6
Financial expenses (99) (232) Tax income orlw capital loss on sale of CBD
shares at Segisor 21
Miscellaneous 12 5
Total other financial income and expenses 27 (71)
Actual tax expense (135) (361)
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Note 28. For year-on-year comparability, the impairment loss of
€34 million booked for Laurus has been classified under “Other
expenses from operations”.

(in € millions) 2005 2004
CBD 10 27
Laurus (25) (22)
Exito 12 8
Feu Vert 3 3
Associated companies from

Franprix/Leader Price group 13 14
Other 3 2
Income from companies accounted

for by the equity method 16 32
Note 29.

m Weighted average number of shares

2005 2004

Weighted average number of shares outstanding over the period

— total number of shares (including 1,397,314 shares issued for dividend payments) (1) 38,805,636 38,805,159

— treasury shares (including 33,809 shares received by Soparin and HMB

as payment of dividend in shares) (1) (2,624,903) (3,512,814)
Weighted average number of shares before dilution 36,180,733 35,292,345
Share equivalents from:

— B share warrants 2,337,660

— C share warrants 1,693,772 1,693,772

— Stock option plan 125,058 512,562

— Theoretical number of shares repurchased at market price (2) (1,818,830) (4,442,629)
Dilution effect of stock option plans 101,365

— Bonus shares allocation plan 11,863
Effect of all potentially dilutive shares 11,863 101,365
Weighted average number of shares after dilution 36,192,596 35,393,710

(1) The shares issued in July and November 2005 as payment for the dividend in shares have been accounted for as if the issue had occurred on the
first day of the first period presented (January 1, 2004).

(2) In accordance with the treasury stock method, proceeds from the exercise of warrants and options are assumed to be allocated primarily to the
repurchase of shares at market value. The theoretical number of shares to be repurchased is deducted from the total number of shares resulting from
the exercise of warrants an