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OSEO is a public company that has no equivalent in Europe,
with a mission that is equal to the most important national
ambition: helping to make France a great country for innovation
and entrepreneurs. In only a few years, OSEO has become the
State’s right arm for the financing of innovation and growth
within SMEs as well as medium-sized companies.

The best way to help them grow and to increase their
competitiveness is to provide them with easier access to
financing, in areas where the burden of risk would not allow the
general market to provide a satisfactory response to the
expectations of entrepreneurs undertaking projects.

In particular, OSEQ’s efforts revolve around three complementary business lines that have in
common that they help entrepreneurs to take risks.

innovation support;

bank financing guarantees and the involvement of
equity investors;

investment and operational cycle financing alongside
banking institutions.

This specificity makes it possible to provide the company with continuity of its financing at
each stage of its development, from its creation through to its transfer / buy-out.

The objective is still the same: to ensure that our efforts have the greatest possible ripple
effect on financing, while still being economical with public resources.

2010 was yet again a year with considerable support, and record activity levels.

The remarkable commitment of the OSEO teams made it possible to provide support to more
than 80,000 companies. As such, they received more than €29 billion of both public and
private financing (+16% relative to 2009):

Innovation: €1.9 billion of financing for innovative projects, including the first
assistance set up by OSEO within the framework of the Single Interministerial Fund.
Guarantee: €9.2 billion of loans guaranteed for investment purposes (+9%), in
addition to €2.3 billion of guaranteed cash loans as part of the Recovery plan (-36%),
the activities of which gradually slowed before coming to an end on 31 December
2010.

Financing: €9 billion of financing set up in partnership with banking establishments
and equity investors (+25% relative to 2009), including €2.4 billion as part of
“mezzanine” financing, and in particular the Participatory Development Contracts that
help companies to strengthen the top of their balance sheets.

Short-term: €7.2 billion of receivables financed (+8%).

This high activity level developed under properly controlled risk conditions, which is essential
for a company like OSEO that works within long-term business lines.
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Today, OSEOQ's priority is to contribute to accelerating business recovery by giving primary
attention to the three growth drivers of companies, namely innovation, investment and
international business, but while also continuing with its traditional missions.

We will succeed in this effort thanks to the significant resources, nearly €2.5 billion, provided
to us by the State as part of the investment in the future programme supported by the
National Loan. This demonstration of the renewed confidence of the public authorities will
allow us to stimulate the competitiveness of companies with:

the continuation of the participatory development contracts;

the development of subsidized green loans;

the set-up of the structuring R&D projects of the Competitiveness clusters;
reindustrialization aid;

strengthening the competitiveness of SMEs, ISEs and the industrial sectors.

We will also be able to do this thanks to our increased intervention capacities in favour of
SMEs, ISEs and innovation, which has been made possible by the €440 million euro
increase in our capital, financed by the tax on the bonuses of traders from banking
establishments, and the “Investments in the future” programme.

Finally, the attainment of our objectives will be facilitated by the merger into a single
company, OSEO, of our former subsidiaries (innovation, garantie and financement), at the
end of December 2010. This simplification will make our actions more readily understandable
by our customers and partners, while also being a source of synergy and savings.

OSEOQ’s ambitions for 2011 are high, but in keeping with the hopes placed in us by the State,
the Regions and, naturally, our customer-companies.

The OSEO employees are keenly aware of the importance of their task.
Their commitment will be as strong as ever in 2011.

Jul

\ —

Francois DROUIN
Chairman and Chief Executive
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~ EPICOSEO

61.5% 3.8%

27,2%

SA O S E O Autres*

[ Caisse des dépbts ]

46,5% 52,5%

{ OSEO garantie régions }

60.5%

\ 4

39,5%

[ Avenir entreprises

s

* The other shareholders:

- Insurance companies: 1.5 %

- Agence Francaise de Développement: 1,1 %
- Auto-control: 0.6 %

- Equity investors: 0.5 %

- Region of Brittany: 0.1 %
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« Board of Directors meeting on 29 March 2011
Chairman

Francois DROUIN
Chairman and Chief Executive of OSEO

State Representatives

Bruno DURIEUX
Chairman of the National Committee of Foreign Trade Advisers

Vincent MOREAU
Deputy director of the Budget Department’s 3 Sub-department

Etienne OUDOT DE DAINVILLE
Deputy Director, “Financing of Companies and the Financial Market” of the Directorate
General of the Treasury and Economic Policy (DGTPE)

Robert PLANA
Scientific Director at the General Directorate for Research and Innovation at the Ministry for
Higher Education and Research

Alain SCHMITT
Head of the SME Competitiveness and Development Department at the Directorate General
of Competitiveness, Industry and Services (DGCIS)

« General Management
Chief Executive Officer

Francois DROUIN

Executive Vice President 1!

Laure REINHART
Arnaud CAUDOUX
Joél DARNAUD

1 _ Until 29 March 2011
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I " #

change change

in € millions 2008 2009 2009 2010 2010

Innovation aid (Al, ISI, FUI) 733 560 -23.60% 650 16.07%
Loan collateral 6,861 11,267 64.22% 10,883 -3.41%
g;?:ﬂti?'rg‘;?;ﬁ'spm"'deo' by OSEO 410 796 94.14% 824 3.52%
Investment co-financing 2,072 2,581 24.57% 3,233 25.26%
Short-term financing (advances) 5,003 5,126 2.46 % 5,401 5.36 %
Net banking income 372.7 372.7 0.0% 385.1 3.3%
Charges for the year -230.8 -242.8 5.2% -250.4 3.1%
Gross operating income 141.9 129.9 -8.5% 134.7 3.7%
Cost of risk -57.5 -63.8 11.0% -52.0 -18.5%
Declared risks -20 -36 78.5% -17 -52.7%
Collective and sector-specific provisions -37 -28 -24.9% -35 24.8%
Pre-tax operating result 84.3 66.0 -21.7% 82.7 25.3%
Group share of net income 28.2 20.4 -27.7% 31.6 55.1%

—————

1 -
- 52.5% subsidiary of the SA OSEO
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It is stipulated that, in compliance with articles L233-16 and L233-26 of the [French]
Commercial code, the OSEO group management report is included within that of the OSEO
holding company.

~# New appointment of Francois DROUIN as Chairman of t he Board of
Directors of the EPIC OSEO

By decree dated 22 July 2010 from the Council of ministers, Francois DROUIN was
reappointed to his position as Chairman of the Board of Directors of EPIC OSEO (public
corporation), as proposed by Mrs. Christine LAGARDE, Minister for the economy, industry
and employment.

Subsequent to the provisions of law No. 2010-1249 on banking and financial regulation that
modified the governance of EPIC OSEO, the appointment of Francois DROUIN to his
position as Chairman was confirmed in a decree dated 27 January 2011.

~# Merger of the group’s operational entities

Law No. 2010-1249 on banking and financial regulation of 22 October 2010 authorised the
merger through absorption by the OSEO financement company of the companies OSEO
garantie, OSEO innovation and OSEO bretagne. This operation was decided upon by the
General Meetings of the companies in question on 6 and 7 December 2010. OSEO
financement adopted the name of OSEO and amended its articles of incorporation.

The merger took effect on 31 December 2010, the entry into force date of the decree
approving the articles of association of the OSEO limited company.

~# SA OSEO capital increase

The capital increase decided upon by the OSEO financement General Meeting on 7
December 2010 is justified by the development of OSEQO’s activities, notably as part of the
measures undertaken by the Public Authorities pursuant to the Recovery plan. It was also in
response to an explicitly formulated request from the monetary authorities. This operation is
being carried out in two parts:

an initial capital increase of €438 million (issued capital + premiums) reserved for EPIC
OSEO in order to establish the State’s equity interest, that was carried out on 10
December 2010 and that raised the issued capital of OSEO to €594,778,400, and

a second capital increase open to the shareholders of the OSEO SA company, which is
to be carried out by 15 April 2011 at the latest, as delegated to the Board of Directors by
the Extraordinary General Meeting.
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~/ Progressive withdrawal of the 2010 Recovery plan

The Recovery plan mechanism entirely fulfilled its role and, as anticipated, drew to a
progressive ending by 31 December 2010. This withdrawal was prepared with all banking
partners. In 2010, the activities of the Recovery plan included nearly €1.2 billion of risk
authorisations, which represents a financing amount in the area of €2.3 billion.

~/ Success of the Participatory Development Contract

Launched in late 2009 by the President of the Republic as part of the Investments for the
Future programme, the Participatory Development Contract (CDP in French), intended to
strengthen the own funds of companies, was a great success in 2010. Indeed, on 31
December 2010, nearly €800 million of CPD had been granted, while the stated objective
was €1 billion over two years (2010 - 2011).

Given the needs expressed by companies for this type of product intended to strengthen the
permanent capital, reflections are underway regarding means for continuing it.

~ PTZI experiment

Though still a repayable advance, the Zero Rate Loan for Innovation (PTZI in French) is
offered to the applicant for innovation aid as an alternative to a repayable advance. This
financial tool offers the twofold benefit of providing companies with immediate cash, while
also simplifying the procedure by doing away with the report at the end of the programme.

Tested during the last quarter of 2010, the PTZI was favourably received by companies,
notably with regard to moderate-risk projects. Indeed, on 31 December 2010, of the €17
million granted (i.e. 61 loans), €13 million were devoted to type P2 projects involving
relatively large companies (150 employees).

°# Launch of the Subsidized Green Loans

As part of the Investments for the Future, in 2010 the State turned to OSEO in order to set
up, by the end of 2013, a new financing mechanism: the Subsidized Green Loans (Préts
Verts Bonifiés). These loans are intended to finance competitiveness investments that
include environmental protection considerations or that promote the marketing of products
relating to environmental protection and the reduction of energy consumption.

Out of an overall envelope of €300 million, the 2011 production of Subsidized Green Loans is
expected to be €90 million.

~# Launch of the “OSEO excellence” community in the re gions

Created in 2009 and a true ambassador for the growing companies that are customers of
OSEO, the “OSEO excellence” community was launched in the regions in 2010. The
objective is to further involve OSEQO with entrepreneurs who are progressing, by providing
the community with a forum, notably relative to OSEQ’s objectives and action means. Some
2000 entrepreneurs are currently participating.

As part of the events organised in the regions and through monthly polls, company directors

have expressed an interest in joining this community that allows them to network, to
exchange and to work together.
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~# 2010 appraisal of the FUI management

The transfer of the management of the FUI (French acronym for “Single Interministerial
Fund) to OSEO took concrete shape in 2010, with the launch of two calls for proposals (9"
and 10™). The purpose of this measure is to implement a collaborative project that targets
the development of new products or services with a high innovation content, and that will be
marketed within 5 years. The project must be promoted by one or more competitiveness
clusters and primarily carried out within the territory of these clusters.

A programme exclusively provided via subsidies, its commitment level at the end of the year
was €81 million. We note that given OSEQO’s network and organisation, it was able to meet
the objective of reducing the time for setting up financing.

~# Refinancing with the Postal Bank

To diversify its resources, OSEO financing via the Postal Bank was implemented in 2010, in
an initial amount of between €200 million and €400 million.

~# Post-merger structural reorganisation of OSEO

With the legal merger of its various entities, the SA OSEO is targeting an organisation
focused on service quality and customer relations, rather than a product approach, while also
simplifying the processes for handling operations. These orientations have taken the shape
of a new organisation at the head office and within the network, with three main
characteristics:

Business line cross-functionality and an increased customer orientation within the head
office departments;

A functional reorganisation that still uses four divisions taking in all of the OSEO
functions;

An organisation of the operational management departments (DGO in French) according
to the purpose of the projects (innovation and intangible, real estate, equipment and
short-term).

~ The OSEO financial rating project

In 2010, OSEO launched its financial rating project that should allow it to confirm the quality
of its signature for the markets.

~# Acquisition of an interest in Alsabail

On 23 December 2010, a stock acquisition contract was signed with the SADE for OSEQO’s
purchase of that BNP group company’s 40.7% equity interest in the capital of Alsabail, a
semi-public company primarily held by the two departments of Alsace that provide financing
for property leasing under programmes that encourage local economic development.

As all of the conditions precedent for this operation have now been met, the sale of the

shares will be completed in early May, just after the general meeting of the Alsabail
shareholders approves the 2010 financial statements.
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OSEO is active in three main business lines that have a common objective of working with
entrepreneurs during the riskiest phases of their projects:
- innovation support, support and financing for innovative projects with a technological
component, and that have concrete prospects of completion,
investment and operational cycle financing alongside banking institutions,
bank financing guarantees and the involvement of equity investors.

OSEO has taken in all of the know-how of its subsidiaries, while combining the various
financing techniques in order to design solutions in response to shortfalls in the market. This
is notably the case of the priming financing, access to the banking system for innovation
financing, or establishing contacts between innovative SMEs and key accounts. Its efforts
are characterized by the group’s ability to have a ripple effect amongst the actors in the
financing of SMEs and innovation, while optimising the leverage provided by public
resources.

OSEO networks with all of the public and private actors who are working to support the
development of SMEs and innovation.

OSEO has signed a partnership agreement with local authorities, first and foremost the
Regions.

OSEO “networks” with:

- banking and financial establishments, as well as equity investors,
research institutions, universities, engineering institutes, major companies,
business incubators and breeding grounds,
Chambers of Commerce, Industry and Skilled Trades,
chartered accountants as part of the partnership for creation and transfer / buy-out,
federations and professional trade unions,
associations involved in company creation assistance and support networks,
public and private actors working to distribute information technology within SMEs,
European structural funds and Community research programmes.

~ Innovation support

OSEO’s mission is to contribute to economic development by supporting innovation and
providing the promoters of innovative projects with tailor-made engineering and financial
services in order to:

support innovative SMEs that offer a high growth potential,

promote the creation of innovative companies,

develop the innovative potential of existing SMEs

facilitate the relations between SMEs and research laboratories, through assistance

with technology transfers,

help with the arrangements for national and transnational technology projects, and

facilitate the access to European programmes,

work with SMEs in their efforts to find partners and additional funds (own funds,

regional, national and European aid).
On an international level, OSEO is the preferred contact for SMEs looking to arrange
EUREKA or Community projects (FP, Eurostars, ERA-Net...). It also facilitates their contacts
with partners in other countries.
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~/ The guarantee

OSEO guarantees the bank financing and involvement of equity investors;

. with regard to Creation, OSEQO guarantees the interest-free loans granted to creators
by the company creation support networks, the involvement of equity investors and
bank loans (up to 70% for the first installation or with joint involvement of the regional
authorities),
with regard to Innovation, OSEO guarantees the involvement of equity investors and
bank loans, as well as the OSEO Innovation Development Contract intended for
innovative SMEs in existence for more than 3 years,
with regard to Development, OSEO guarantees involvement of equity investors,
medium or long-term bank loans and financial leasing operations, whether for real
estate or equipment, as well as international investments by SMEs,
with regard to Transfer / buy-out, OSEO guarantees the involvement of equity
investors, and medium or long-term loans (up to 70% with joint involvement of the
regional authorities).

With regard to the international aspect, OSEO guarantees medium and long-term
bank loans (up to 70% with joint involvement of the regional authorities), bank
sureties on export markets and the risk of failure of French subsidiaries established
abroad (FASEP).

With regard to strengthening cash positions, OSEO was exceptionally required to
provide guarantees for liquidity support, as part of the Support plan. This mission
ended on 31 December 2010.

~/ Financing

In partnership with banking and financial establishments, OSEO contributes to investment
financing:
. for tangible or intangible capital assets provided in the form of medium or long-term
loans and real estate or equipment financial leasing operations, as well as financial
rentals,
for intangibles through co-financing in the form of Development Contracts
(participatory, creation, transfer/buy-out, innovation, international), Participatory
Loans (for development or priming).

OSEO contributes to financing the operating cycle:
it finances the cash needs of small and medium-sized enterprises that are customers
of large public and private principals, and for financed contracts, it provides signature
commitments: either sureties or guarantees on request.

OSEO contributes to strengthening the own funds of SMEs:

. through its participation, alongside CDC Enterprises, the majority associate in the
Avenir Entreprises Développement venture capital mutual fund (FCPR), with its
allocation of €140 million.
through its participation, alongside CDC Enterprises and the EIB, in the Avenir
Entreprises Mezzanine venture capital mutual fund (FCPR), with its allocation of €60
million.
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« Innovation support

~ Key figures

In 2010, OSEOQ’s activities were marked firstly by the transfer of the management of the
Single Interministerial Fund (FUI) that finances the projects of competitiveness clusters, and
secondly by the experimentation, in the last quarter, with the Zero Rate Loan for Innovation
(PTZI). As such, the overall activities grew by nearly 16% between 2009 and 2010.

Key figures 2009 2010

State financing - Al Programme 304 308
Repayable Advances and Loans 247 248

Subsidies 57 59

! State financing — ISI Programm e 150 140
Repayable Advances 86 83

Subsidies 64 58

Partner financing 106 121
Repayable Advances a7 46

Subsidies 59 75

Single Interministerial Fund 81
Subsidies 81

50 50

293 319

o Regarding the ISI, the activities involve degcisiorather than commitments

14 EPIC OSEO Annual Report 2010



~/ Innovation Assistance (Al) Programmes and Single |  nterministerial Fund
(FUI)

The innovation support activity is primarily in the Rhéne-Alpes and lle-de-France Regions,
and within a group of very active regions in southern France, the north and the Pays de la

Loire. We note that the average size of the projects varies considerably according to the
regions.

Picardie
11,68 M€
103 Projets
- Lorraine
10,94 M€
110 Projets ~ Alsace
14,49 M€

Bretagne 119 Projets

18,98 M€
144 Projets

Centre

19,59 M€ Bourgogne Franche
85 Projets 13,43 M€ -Comté
143 projets 11.84 M€
133
Projets

Poitou - Auvergne
Charente 13,05 M€
12,90 M€ 97 Projets

139 Projets

Aquitaine
17,69 M€
113 Projets

DOM
0.61 M€
8 Projets

Amount of contracts < €10 million
Amount of contracts from €10 million to €20 millio n
Amount of contracts from €20 million to €50 millio n
Amount of contracts > €50 million
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Breakdown in volume in M€
Repayable advances and subsidies (Al et FUI)

140,00
120,00
100,00
80,00
60,00
40,00

20,00

0,00

Consumer goods  Equipement goods  Basic Industry/ PW Bio technology ICT Others
&CE

Each year, OSEO publishes a summary of its annual sector assessments, which presents
the trends and dynamics seen in 14 major application sectors. Produced by sector experts
from the assessment department, these documents are intended to provide an overview of
striking technological developments by domain or application sector, as well as quantified
reports on the OSEO support efforts. These summaries are available on the oseo.fr Internet
site.

For more info: http://www.oseo.fr/notre mission/publications/syntheses sectorielles and on
0seo0.tv

* Industrial Strategic Innovation (ISI) Programme

The Industrial Strategic Innovation (ISI in French) Programme began in 2008, as a result of
the integration of All into OSEO. Its purpose is to finance unifying projects that include a
strong break with the strategy of the actors in question, while representing a significant
additional R&D effort for the companies Since 2008, it has most specifically focused on
SMEs and ISEs (intermediate sized enterprises: fewer than 5,000 people). In 2010, support
was provided to 17 new industrial innovation projects, involving 56 companies and 25 public
laboratories.

2008 2009 2010
decisions decisions decisions

- Subsidy

- Repayable Adv.
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~# Aid and distribution by company types

By supporting very risky R&D activities, the ISI aid helps to provide structure to new
innovative and promising industrial sectors. The industrial aim of these projects targets new
and innovative products and services in high growth potential markets, while involving
societal, economic and environmental stakes in terms of public health, sustainable
development or new services relying on information and communication technologies (ICT).

They are therefore intended to provide innovative and competitive solutions that build on
recent advances in biotechnology, green chemistry, new materials, nanotechnologies and
ICT.

Breakdown by economic sector in
2010
ICT
31,8 M€
Bio
Technology
70,8 ME

Industry
37,8 ME

The projects are necessarily collaborative and, on average, involve three companies and two
public laboratories. Nearly 95% of the aid involves projects promoted by competitiveness
clusters, and more than 40% of the projects have the assistance of consulting companies
during the set-up phase.

Breakdown by kind of partnership in 2010

24 M€
17% 14,6 M€
10%

@ Small and medium size entreprises

O Intermediary size entreprises

O Research laboratoires & Public
institutions

102 M€
73%

~# Other activities
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The national financing for the creation of innovat ive technology companies

For its 11™ edition, 1325 files were received from all across France. The regional juries
selected 101 winners in the “Emergence” category, in the amount of €3
million. In the “Development Creation” category, the national jury selected
73 winners (out of 147 shortlisted files), in the amount of €16.8 million.

The number of winning projects coming from public research circles is always high: 55% of
the projects in 2010 (including universities 38%, CNRS 20%).

More than 2/3 of the projects are or have been accommodated by a public business
incubator.

We note the increase of the number of winning projects in the areas of life sciences (36.8%
of the projects), electronics, signals and telecommunications (17.2%), with stability of the
new information and communication technologies (29.9%).

In its 11 editions, this national financing has rewarded 2,394 winners and led to the creation
of 1178 companies with an average of 10 jobs per company.

~/ Key events
Increased support for collaborative projects

2010 was marked by the increased number of collaborative projects managed by OSEO.
Whether to capture new international markets or to develop new products, procedures or
services requiring the integration of multiple and complex competences, innovative
companies are increasingly involved in the set-up of collaborative projects. The two ISI and
FUI programmes align fully with this initiative that brings together large companies, SMEs
and public laboratories. For its part, the “Innovation Aid” project has been supporting
collaborative projects for years, notably via European technological partnerships of the
EUREKA or Eurostars types.

The management of the FUI, financing of the project s of Competitiveness
clusters

The first OSEO-managed calls for proposals (CFP 9 launched in October 2009 and CFP 10
launched in April 2010) led to an improvement of the system’s responsiveness and security.
As such, for the CFP 9 projects, the 3-month objective set for the interval between the
decision and the financing was met in more than 60% of the projects.

The Extranet set up by OSEO in September 2008 allowed for the submission and appraisal
of more than 400 projects for the CFP 9 and CFP 10, in full security. The data accessibility
for the regional authorities in the furthest upstream phases of the process also served to
accelerate and increase the fluidity of the cofinancing decisions for these projects.

Participation in the “Industrial Sectors and SMES” priority of the investments
for the future programme

As part of the “Industrial Sectors and SMEs” priority of the investments for the future
programme, OSEO has been asked to prepare and implement the Structuring Projects of the
Competitiveness Clusters (PSPC in French) programme and the structuring programme for
the Industrial sectors.

The first call for proposals under the PSPC programme was launched on 30 October 2010.
The initial projects will be assessed during the first quarter of 2011. This programme has
been allocated €300 million, half in repayable advances and half in the form of subsidies.
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The call for proposals for the Industrial sectors was also launched in mid-October 2010. The
appraisal of the initial projects will begin in early 2011. OSEO has been allocated €69 million
in order to finance these projects through subsidies.

These two programmes have secure filing areas for the projects from the sectors, and an
extranet for the appraisal of the PSPC files.

Signing of an agreement with the INRIA

To promote the innovation capacities of SMEs, the INRIA and OSEO have decided to work
together in order to implement three concrete actions:
stimulating opportunities for transfers to innovative SMEs by promoting the access of
innovative SMEs to supercomputing, by developing mobile applications on
smartphones and in the area of the sustainable digital city,
working together within the INRIA’s Follow-up committee for technology transfer
actions,
providing innovative SMEs with an information newsletter in order to inform them of
transfer opportunities and conditions involving ITCS, and notably software.

« Guarantee actions

Key figures
(in millions of €)

ACTIVITY 2009 2010
Amount of guaranteed loans 11,267 10,883
Creation 2,800 3,139
Transfer/buy-out 1,560 1,754
Development 4,333 4,347

including innovation 623 314

including international 475 323
Strengthening of permanent capital 2,574 1,644
Distribution by type of guarantee action 11,267 10, 883
Bank loans 9,131 9,226
Own funds 283 316
Short-term 1,853 1,341
Number of supported companies 81,256 80,713
Creation 46,773 53,449
Transfer / buy-out 4,497 4,937
Development 16,756 15,176

including innovation 1,530 825

including international 853 427
Strengthening of permanent capital 13,230 7,151
Number of guaranteed loans 104,293 100,088
Net amount of covered risks 5,752 5,326
Total risk outstandings on 31 December (sound) 10,2 42 11,955
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~/ In 2010, a very sustained activity level
In 2010, there was a high level of guarantee activity, very close to the 2009 level.

The Recovery plan continued to fully play its role amongst banks and companies. As
anticipated, it came to an end on 31 December 2010.

Activities with regard to “classical” guarantee funds (creation, transfer / buy-out) continued to
improve spectacularly (nearly 50% of the total activity).

The activity of the “development” fund was stable, with a decline of the contributions of the
“innovation” and “international” funds. Indeed, to a large extent, this evolution can be
explained by the effects of a shift to the Participatory Development Contracts, the aim of
which is to strengthen the financial structure of companies during the innovation or
internationalization phase (cf. financing actions).

*/ The distribution by financing types

(in millions of €) 2010 2009 Change

Medium and long-term financing 9,226 9,131 1.04 %
Short-term financing 1,341 1,853 -27.62 %
Capital transactions 316 283 11.70 %
Total 10,883 11,267 -3.41 %

The decline (-28%) of short-term financing is related to the end of the Recovery plan.

~ Sustained activity in favour of industry

The share of industry grew very strongly between 2008 and 2009, notably under the effect of
the Recovery plan (21% in 2008, 34% in 2009). Despite the progressive end of the actions
as part of the Recovery plan, this share remained very high in 2010, which is a testament to
the stronger interests of the financial community in bank loans within this sector.

Amount of guaranteed loans by activity sector
(all guarantee mechanisms taken together)

2010 2009
Industry 31.80 % 34.00 %
PW&CE 6.44 % 6.20 %
Trade 22.34 % 22.50 %
Services 30.56 % 30.60 %
Tourism 8.85 % 6.70 %
Amount of guaranteed loans by activity sector
(excluding Recovery plan mechanism)
2010 2009
Industry 28.32 % 27.90 %
PW&CE 6.05 % 5.80 %
Trade 20.27 % 20.40 %
Services 34.44 % 36.30 %
Tourism 10.93 % 9.60 %
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= Actions by OSEO garantie régions

~ Key figures

(in € millions)

Amount of guaranteed loans 796 824
Creation 135 168
Transfer / buy-out 285 344
Development 109 143
Strengthening of the financial structure 265 170
Distribution by type of guarantee action 796 824
Bank loans 795 822
Own funds 0 2
Short-term 0 0
Number of supported companies 3,185 2,901
Creation 804 732
Transfer / buy-out 769 865
Development 395 421
Strengthening of the Financial Structure 1,217 883
Number of guaranteed loans | 3,955 | 3,374
Net amount of covered risks | 257 | 254
Total risk outstandings on 31 December | 451 | 567

*/ The activity of OSEO garantie régions *
Despite the improvement of the economic situation announced for 2010, the activity level of
OSEO garantie régions was identical with the 2009 level (that had doubled relative to 2008).

From its creation to 31 December 2010, OSEO garantie régions has been entrusted with the
management of €280 million of allocations (including €33.8 million as part of the Insurance
Fund for Regional Funds), that have served to guarantee more than €3.4 billion of loans for
SMEs and and VSEs.

The lower number of actions intended to strengthen the financial structure results from the
decreased solicitation within this framework, and the progressive end of the Recovery plan.
They still stood at 21% in 2010.

1. 52,59 subsidiary of the SA OSEO
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Amount of guaranteed loans by activity sector

(in millions of € )

2009
Regional funds

Industry 33.53 %
PW&CE 5.73 %
Trade 17.50 %
Services 38.00 %
Tourism 5.24 %

2010

Regional funds

We note an overall uniform distribution of the activity sectors represented within the actions
of the national funds and the regional funds.

Between 2009 and 2010, the distribution remained virtually identical, with the tourism sector
increasing to the detriment of industry. This slight decline of the industrial sector must
nevertheless be put into perspective, since the actions in this sector had increased between
2008 and 2009, as a result of increased bank support during the financial crisis.

« Cofinancing actions

= Key figures

(in millions of €)

Investment co-financing
New production
Loans outstanding on 31 December

Details of the new production
- PLMT (long and medium-term
loans)
- Mezzanine products
including CPD
- CBI (real estate leasing)
- CBM and CBE (equipment leasing)
- VAT financing
- PCE (Business Start-Up Loan)

2008

2072
7887

831
217

315
575

132

2009

2581
8952

1,325
262

439
452
5
99

change
2009

2457 %
13.50 %

59.40 %
20.70 %

39.06 %
-21.39 %
358.82 %
-25.43 %

2010

3,233
10,318

1,204

771
542
812
343
10
92

change
2010

25.26 %
15.26 %

-9.08 %
194.27 %

85.18 %
-24.05 %
118.38 %

-7.01 %

~# Medium and long-term financing

The cofinancing outstandings amounted to €10.318 billion at the end of 2010, an increase of
15% relative to €8.952 billion at the end of 2009.

The financing set up over the course of this fiscal year represented the sum of
€3.233 billion, compared to €2.581 billion in 2010, i.e. an increase of 25%.
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~# Tangible and intangible assets

The financing for real estate and intangible investments through loans and leasing
represented a volume of €2.37 billion in 2010, including €812 million of property leasing. The
net growth of €300 million in 2010 is totally attributable to the increase of property leasing,
notably under the effect of the favourable tax treatment of leaseback property. The increase
of property leasing even offsets the decline of equipment leasing, which is indicative of the
weak level of equipment investments by SMEs in 2010.

~ Immaterial investments (mezzanine loans)

In this area, the realisations amounted to €771 million in 2010, versus €262 million in 2009
(+194%).

This increase is related to the Participatory Development Contract that truly got underway in
2010, and was immediately a great success.

« Short-term financing for the operating cycle

As part of its general interest mission, OSEO finances the cash needs of small and medium-
sized companies that have received orders from public or private key accounts.

This activity’s main indicators evolved as follows in 2010:

Advances (loans) 5,003 5,126 2.46% 5,401 5.36%

Annual average gross receivables

823 855 3.89% 859.14 0.48%
(loans and guarantees)

< International
2010 was a very positive year in this area.
~/ Europe

The main actions undertaken by the International Department in order to help French
companies to better and more easily access the various European technological cooperation
programmes were the following:

Collective actions, intended to increase awareness and to work with SMEs as part of
the7" RDFP (Aquitaine, Rhoéne-Alpes, lle-de-France, Upper Normandy, Alsace,
Languedoc-Roussillon, Midi-Pyrénées and Nord-Pas de Calais), helped to develop
the European technological partnership aids.

The European and international policy of the clusters and competitiveness clusters
was supported by OSEO as part of the “innovation express”. OSEO launched a
second call for projects that produced good results, since 53 companies from the
clusters were able to receive an average subsidy of €13,000 intended to facilitate
their technological internationalization.
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The EUREKA and Eurostars initiatives provided financing for nearly 50 companies,
and the certification of Eureka projects resumed at a more sustained rhythm.

In all, more than 180 companies benefited from one of these support measures, a very clear
increase relative to 2009.

~ International partnerships

The existing cooperation actions (Canada, Mexico, Brazil, Russia and Israel) were
strengthened this year, with the set-up of four new partnerships with South Africa, Japan,
Kazakhstan and China. These partnerships are particularly important in that they allow
French companies to undertake bilateral technological cooperation actions with these
countries within a secure framework.

In 2010, 55 companies filed submissions with regard to bilateral partnerships.

In 2011, OSEO will strive to create links notably with the United States and India.

~ Financial engineering

Two important technical assistance missions were carried out in 2010. The first was in
Tunisia on behalf of the Société Tunisienne de Garantie (SOTUGAR), in the technical field of
risk rating; the second was in Africa for a study of the asset guarantee systems and
institutions within the Union Economique et Monétaire Ouest Africaine (UEMOA - West
African Monetary and Economic Union), in order to assess the performances and to present
proposals intended to develop the potential.

A training seminar was also organised for a delegation from the South African Technical
Innovation Agency.

Prospecting missions are underway in order to develop this activity, that contributes to the
international renown of OSEO.

« The consolidated financial statements

Since 1 January 2007, the Epic OSEO group’s consolidated financial statements have been
prepared using the international accounting principles and methods set down by the IASB,
l.e. the IFRS standards (International Financial Reporting Standards), as adopted by the
European Union.

The EPIC OSEO group’s financial statements include the consolidated financial statements
of the SA OSEO sub-group, the corporate financial statements of the EPIC OSEO as well as
the individual earnings of the innovation activity, which are not included in the sub-group’s
financial statements, since the merger with OSEO innovation, that was not part of the sub-
group, only occurred at the end of 2010.

The Net Banking Income was €385.1 million, an increase of €12.4 million relative to 2009.
The operating expenditures (personnel expenses and day-to-day operations) amounted to
€234.5 million, an increase of 2.8% relative to 2009.

Investment expenses (amortisation) amounted to €15.9 million, compared with €14.7 million
in 2009.
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The operating ratio was virtually stable at 65%. This indicates the manoeuvring margin at the
group’s disposal in order to finance an increase of the risk cost relative to its operations.

The collective provisioning on the cofinancing activity notably includes sector-based
provisions that cover the risk of the deteriorating solvency of customers that are active in
business sectors that are particularly exposed to the economic crisis.

On these bases, the net risk cost amounted to €52 million for 2010. It includes a €34.5 million
allocation to the collective and sector impairment, net of the write-backs of
€17.5 million.

In all, on 31 December 2010, the balance of the credit risk impairment amounted to €560.4
million, of which €332 million of collective impairment on credit risk.

The group share of net income amounted to €31.6 million.

°# The balance sheet

The balance sheet total amounts to €24.1 billion, with off-balance sheet commitments of
€16.4 billion, of which €12.3 billion for guarantee activities, nearly €3.1 billion for financing
commitments and €0.9 billion for innovation financing.

The financial structure has consolidated over the course of recent years. The pre-results
group share of shareholders equity represents €1.2 billion after the capital increase of €438
million in cash.

The doubtful loans net of impairment represented 2.9% of the customer outstandings. The
doubtful loans are 41.4% provisioned. The total impairment amount stands at €560.4 million,
representing 5% of the total outstandings.

The net amount of innovation financing aid is equal to €546.3 million after €506.7 million of
collective impairment.

In all, the net income of EPIC OSEO stands at €56.3 million for 2010.

« The individual financial statements

The individual financial statements published by the EPIC OSEO are presented in
compliance with the General Chart of Accounts. They have been restated according to a
banking format in order to be integrated into the consolidated financial statements of the
OSEO financial company.

EPIC OSEO's non-operating income was equal to €7.7 million. It included the dividend paid
by OSEO financement to the amount of €6.3 million and revenues net of interest from cash
investments equal to €1.4 million.

In all, the group companies invoiced €2.3 million of services to OSEO that has no
employees.
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The net income was equal to a profit of at €3.7 million
The balance sheet total amounted to €4 billion.

On the asset side, EPIC’s equity interest in the SA OSEO in the overall amount of €985
million increased by €522 million after the exchange of the equity interest in OSEO
innovation for shares of the SA OSEO equal to €84 million and the subscription to the SA’s
capital increase in the amount of €438 million.

On 31 December 2010, OSEO had €2.2 billion in order to finance its subsidiary’s general
economic interest missions, primarily as part of the Great Loan and the Investments for the
Future programme. These resources are primarily deposited on account with the State.

« |nnovation

In 2011, the OSEO innovation activity will see an increase of its intervention capacity (€750
million compared with €706 million for 2010), as a result of two new mechanisms entrusted to
OSEO and promoted by the Investments for the Future Programme (the Structuring Projects
of the Competitiveness clusters and the structuring of the strategic sectors).

Collaborative projects will be a major priority. These involve primarily the FUI (Single
Interministerial Fund) programme with the competitiveness clusters, the ISI (Industrial
Strategic Innovation) programme, the PSPC (Structuring Projects of the Competitiveness
Clusters) programme from the Investments for the Future Programme and the European
programmes.

OSEO will strengthen its actions with the competitiveness clusters, in particular upstream in
order to better assist with the set-up of projects and to promote better orientation towards the
most appropriate financing possibilities.

With regard to the Al (Innovation Assistance) programme, the products (subsidies and
repayable advances) have been completed by the PTZI (Zero Rate Loan for Innovation),
which had an encouraging start in 2010. Its development is planned in 2011 without a
particular objective being set, as the company can always choose between a conditional
advance and a loan.

As part of the investments for the future programme, OSEO will manage an envelope of €69
million of commitments on behalf of the State, with €20 million planned for 2011. The aim,
through subsidies and specific support provided by OSEO, is to encourage structuring
initiatives, notably in the 11 sectors recognised as strategic by the Forum on Industry (Etats
Généraux de I'Industrie).

« Guarantee

An activity level of €3.6 billion is planned with regard to the “classical” guarantee funds
(excluding funds from the recovery plan that ended with the close of 2010), a slight increase
over 2010.
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The “Creation” and “Transfer/buy-out” funds should be heavily solicited once again.

This is representative of both the growing needs of banks for guarantee interventions relative
to risky purposes, of the success of the decision delegation up to €100,000, by means of an
extranet, which makes the procedure much simpler, and finally, of the new practices related
to the recourse to guarantees for Recovery plan funds in 2009 and 2010.

The implementation of the system that provides for the generalized collection of a Single
Guarantee Commission (French acronym CUS), instead of staggered commissions, will be
continued in 2011.

The projected activity of the regional funds remains at €250 million for 2011.

« Cofinancing

For the cofinancing activity, an objective of €3 million (including PCEs) has been set for
2011, consisting of €2.1 billion for investment financing and €810 million for “mezzanine”
loans. The forecast also includes production of 18,000 PCEs (business start-up loans), for
€90 million.

The development of short-term financing (Dailly transfers involving the “Avance +” product) is
a priority for 2011.

« International

On the international level, also a priority, OSEO has set several objectives for 2011:

For innovative projects with European collaboration, pushing the target to 200
companies financed using the FP, Eurostars, EUREKA, Innovation express and Era Net
tools (160 operations in 2010),

Increasing the guarantee on sureties for export markets, from €131 million to €180
million,

Reaching the ambitious result of 300 operations with a renovated PPE (Export Loan)
available to young SMEs,

Using the “FASEP” (guarantee for French establishments abroad), supporting SMEs in
this fundamental area of establishing subsidiaries in non-European Union countries.

« Capital transactions by Avenir Entreprises
OSEO will continue to support the capital transactions of its subsidiary Avenir Entreprises

(common subsidiary with the Caisse des Dépéts) with a 2011 objective in the area of 100
files (Avenir Entreprise Développement, Avenir Entreprises Mezzanine, OC+B).
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Approved as a lending institution, OSEO SA is subject to all of the provisions of the amended
regulation 97-02 from the Consultative Committee on Legislation and Financial Regulation
with regard to internal monitoring.

The establishment also produces an annual report on internal monitoring and on risk
measurement and surveillance, in compliance with the provisions of articles 42 and 43 of the
amended regulation 97-02.

This work is the outcome of an exercise coordinated by Group Permanent Monitoring.
Approved by the Executive Committee, the report is presented to all of the governance
bodies then conveyed to the Banking Commission.

It analyses the situation of the commitment risks, the financial and accounting risks and of
the operational risks, as well as those that relate to the information systems.

« The organisation and operation of the OSEO internal control

On the one hand, the internal monitoring system takes in the permanent control mechanism
that is the responsibility of the directors, management, Group Permanent Monitoring (GPM)
and the Permanent Monitors, and on the other hand, the periodic monitoring system provided
by the OSEO General Inspection and Audit department.

The OSEO Group’s overall internal control system is governed by an Internal control
charter, that provides an overall description of the components and objectives. Two
specific charters, together with their application procedures, organise the efforts of the
Group Permanent Control on the one hand, and of the General Inspection and Audit
department, on the other hand. They were validated by the Executive committee,
approved by the Chairman and Chief Executive, presented to the Audit Committee, and
disseminated in November 2008.

The permanent monitoring system designates all of the procedures, systems and controls
implemented by a credit institution in order to ensure the conformity of its operations, the
compliance with the laws and regulations, marketplace rules and ethical rules, as well as
the control of the risks of all types to which it is exposed. It corresponds with the systems
described in article 6a) of the amended regulation No. 97-02. It notably includes the
systems described in the regulation’s sections Il, Ill, IV and V, relative to the monitoring of
operations and of internal procedures, to the accounting organisation and the processing
of information, to the risk measurement systems and the results, to the surveillance
systems and the risk control.

As part of the periodic control, the General Inspection and Audit department verifies the
quality and proper operation of the permanent monitoring system. It neither defines nor
manages this system, but contributes to improving it through the recommendations that it
formulates. This responsibility corresponds with the provisions found in article 6b) of the
amended regulation 97-02.

The bodies involved in internal monitoring are the OSEO Audit Committee and two

specific committees: the Permanent Monitoring Coordination Committee and the Internal
MonitoringCommittee.
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~# Permanent control
It is carried out to two levels.

The first permanent monitoring level is based on all of the participants looking after
operational tasks and/or functional responsibilities. They must firstly see to the proper
execution of the tasks and to the rigorous control of the risks falling into their activity domain.
This requires:

vigilant compliance with a certain number of principles: a clear organisation based on
documented, secure and verifiable procedures, the independence of the various
functions, of the commitment and scheduling, of the posting/payment and control, and the
availability of relevant, objective and verifiable information.

the implementation of follow-up and steering tools that will make it possible to justify the
proper control of the activities undertaken as part of the delegated competencies.

The second level Permanent Monitoring is provided by staff members exclusively
dedicated to this task within each OSEO entity. Permanent monitoring is continuously
performed. The permanent monitors function is independent of the operational business lines
(he performs no commercial, financial or accounting operation), and of the periodic control. If
a unit’'s size or the level of its risks does not justify the creation of a full-time permanent
controller's position, this unit's manager obtains permanent control services from the
Supervisory department or Group Permanent Control.

Permanent Monitoring is placed under the responsibility of the Group Permanent Monitor
(GPM), who reports directly to the Chairman and Chief Executive.

The Group Permanent Monitor ensures the consistency and efficiency of the permanent
monitoring. As such, he coordinates the activity of all of the Group’s permanent controllers
and correspondents. He contributes to harmonising the verification methodologies, the
reports and the sector's recommendations. He prepares an annual permanent monitoring
plan and, after its validation by the Internal Control Committee, looks after its implementation.
For the entire group, he also looks after the struggle against money laundering and the
compliance monitoring. As part of this last function, he sees to the compliance with the
regulations and standards specific to OSEO’s business lines. He is also in charge of
measuring the risk resulting from new products, while providing a written opinion as to their
compliance.

The Charter and the Permanent Monitoring procedures

The OSEO Permanent monitoring charter stipulates the objectives and methodology of the
controls.

An annual monitoring plan, determined in collaboration with the permanent controllers of the
operational units as well as with the operational departments and Group Permanent Monitor,
defines the perimeter and frequency of the verifications that are to be carried out. The Group
Permanent Monitor has this plan validated by the Internal Monitoring Committee.

Monitoring results in a summary memo, technical memos and possibly recommendations to
be implemented within an interval determined between the parties.

An IT tool was implemented in 2010 in order to manage the recommendations, to look after
their follow-up with the relevant departments, and to produce reports.

The annual summary on changes to the system
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Each year, the General Management submits the internal monitoring, risk measurement and
monitoring report for the approval of the various supervisory bodies. This report is then
communicated to the Prudential Control Authority, the profession’s national monitoring body.
The report traces the main changes to the internal monitoring system, whether with regard to
credit risk, market risk, risks relating to the preparation of accounts or operational risks
(including relative to the security of information systems).

The anti-money laundering and anti-terrorist mechanism is also described therein. It is
audited on a regular basis, and updated for all OSEO business lines on the basis of the
national and European directives.

For 2010, the permanent monitoring verifications involved all OSEO business lines, with
regard to the financing, guarantee and innovation activities, as well as several of the head
office’s operational departments.

Overall, by means of examining documents, they focused on the compliance with
procedures, the management and compliance of the operations, the data quality, the security
or confidentiality of the management or IT processes, the formalization of the first level
controls, and the follow-up of the General Inspection and Audit department’s
recommendations.

* Periodic monitoring

The operation of the General Inspection and Audit (GIA) service, in charge of the OSEO
periodic monitoring, is based on the following principles and processes:

The Audit charter describes the aims, powers, responsibilities and organisation of the
GIA, as well as the general rules applicable to the periodic monitoring. It is completed by
a procedure that defines the relations existing between the GIA and the audited units,
during a mission.

- An annual and multi-year audit plan, based on OSEQO’s organisation and the
organisational chart that describes it, plans the content and perimeter of the GIA’s
mission, with the objective of covering all activities within a maximum interval of four
years. For each domain, the rhythm of the missions is determined by its risk level,
combined with an audit frequency.

The annual audit plan is validated by the Chairman and Chief Executive, and by the Audit
Committee.

A reference base describes the GIA’s operation and the implemented methodologies,
which combine on-site controls and/or document verifications, and lead to findings from
which recommendations result. The missions revolve around an analysis of the
components of the audited domain’s permanent monitoring system and an assessment of
the risk levels, with reference to article 6 b) of the amended regulation 97-02.

The mission ends with a report, together with a list of recommendations. These
recommendations are implemented by the audited units, under the responsability of their
management. The management periodically reports to the GIA, during the latter’s three
annual follow-ups, regarding its progress and it must justify their complete realisation. A
mission is only closed once all of the recommendations have been implemented.
In 2010, a tool to manage the recommendations and follow-up their implementation and
reporting was set up.
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The GIA reports to OSEQ’s executive and deliberating bodies on the performance of the
audit plan, the conclusions of the completed verifications and the implementation of the
recommendations.

For 2010, and as part of its audit plan, the General Inspection and Audit department carried
out several missions involving Departments at the head office or within the network, involving
all or some of their activities, as well as subsidiaries.

Three campaigns to follow up the implementation of the recommendations were also carried
out, in February, June and October. A special verification was made of the reliability of the
responses provided during the follow-ups, and their reliability was confirmed.

In terms of external audits, the mission undertaken in late 2009 by the French Prudential
control authority (ACP) on a quantitative assessment of the risks in the Guarantee activity
and the credit risk ended in 2010 with a follow-up letter from the ACP General Secretariat,
with recommendations that will be implemented.

Several other verifications were carried out in 2010, by the Court of Auditors, the Public
Policies Assessment Mission, the DGCIS and the Finance Department General Inspection
service. In whole or in part, they related to OSEQ’s activities or its contributions to the public
mechanisms for the support and development of SMEs.

°/ Outlook for 2011

The permanent monitoring plan calls for verifications to be carried out in all of the OSEO
business lines (innovation, guarantee and financing), as well as in several head office
departments. They will relate to the application of the procedures, the performance of the first
level controls, the data quality, the security of the processes, the implementation of the
recommendations...

Moreover, Group Permanent Control will coordinate the update, by the operational
departments, of its Risk Steering System (French acronym: SPR).

In 2011, the General Inspection and Audit department’s audit plan calls for missions that will
either include several departments in their entirety, or certain of their activities. Two network
departments will also be the subject of verifications. At the same time, three campaigns will
be launched with all of the departments in order to measure the implementation of the
recommendations, while the reliability of the responses will be the subject of a specific audit.

Projects will also be undertaken in 2011 in order to strengthen the OSEO internal monitoring
system. They will relate to the development of permanent monitoring in the front and middle
office functions, the management of operational risks and the set-up of a “Risk” sector.

“ The innovation business line

By its very construction, the activity involving the granting of innovation aid and aid for
industrial strategic innovation includes one main risk: the project may fail, either totally or
partially. Its risk is therefore defined as the probability level of a total or partial failure to pay
back the amount of the delivered aid, if the project does not reach its initially envisaged
technical and economic objectives.

This risk is monitored by the General Management in charge of Innovation and technology,
that updates the risk reference text by activity sector, as well as the legal Community and
national intervention thresholds.

The Regional departments implement the strategy for granting innovation aid while relying on
the aid reference text and all the texts on the aid-related doctrine. Similarly, the Innovation
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Structuring Programmes Department ensures the quality of the decisions with regard to
industrial strategic innovation.

The general diagram for the appraisal and decision regarding innovation aid projects
depends on the amount of the aid likely to be granted and on the beneficiary’s commitment
level to OSEO, while taking internal ethics rules into account. For industrial strategic
innovation, all decisions are made by the OSEO Chairman and Chief Executive.

The decision considers the aid applications, the technical/economic and financial
assessment reports, both internal and external, as well as the analysis of the project risk and
of the company-risk, as contained in a standardised appraisal medium and an appraisal
form.

As such, the decision-maker has all of the indicators relative to the applicant’s ability to see
its project through, and to the regulatory framework for granting aid.

= The guarantee business line

The risks are monitored on three levels:

- The Financing Department defines a policy for guarantee granting via the network. This
policy is updated on a regular basis, while notably listing the decision delegations
assigned to the regional levels. The Decision-Aid Tool (French acronym OAD) assigns
two ratings to this segment: one for the counterparty and one for the project, which
measures the investment’s impact on the counterparty. It provides for computerised
management of all of these ratings.

- The Assets Liabilities Management and Structured Operations Department that looks
after estimating the management of the regulatory and economic capital, calculates and
updates the commitment potential allowed by the annual allocations received from the
Public Authorities, while also taking a probability of loss into account. The commitments
are determined each year such that the risk budget determines the activity budget. The
Department also monitors the commitment and production rhythm of the overall
guarantee portfolio. It monitors the changing risk value of the guarantee portfolio in order
to ensure its solvency. Using its ALM model, it also simulates the flow of liabilities in the
scenario, in order to deduce the maturities at which assets can be invested, and it
calculates the “fair value” of future bad debts.

Moreover, OSEO also controls the activity and risks of its subsidiary OSEO garantie
régions through its representation on the subsidiary’s Board of Directors by the General
Management or qualified persons.

« The financing business line

Credit risk and market risk are two major aspects of OSEQ’s activity. As such, analysis,
follow-up and measurement tools have been implemented.

As delegated by the General Management, responsibility for the credit risk policy lies
with the Financing Department; attached to it are the Commitments Department, on
the one hand, and an autonomous credit risk management unit, on the other hand,
which looks after the maintenance and monitoring of the Decision Aid Tool (OAD).
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The OAD tool, deployed throughout the network in 2006, is used to rate the
counterparties and projects for the entire range of products. The appraisal and
decision are based on this tool.

The market risk policy is under the responsibility of the financial division. Its
framework is provided by a financial activities memorandum that is updated each
year, for each risk type (liquidity, rate and price), and by a limits policy examined and
decided upon by the relevant committees (Finance Committee and Risks and
Counterparties Committee). Within this framework, the identification, assessment and
control of risks is provided by a dedicated unit of the Asset - Liability Management
Department.

Regarding the Basel Il system, OSEO has decided that the ratio calculated using the
standard method is currently best-suited to the specifics of its business lines.

« The other risk domains

The verifications carried out by the permanent control sector and the missions undertaken by
the General Inspection and Audit department can include an analysis of the risks presented
below, or more generally relate to their monitoring mechanisms.

The system for verifying the compliance of new products and of their significant
transformations relies on the Offer Committee and the Group Permanent Control, that
provide opinions with regard to Compliance. The audit and permanent monitoring
missions can report on any image, reputation and ethical risks, when any are identified.

The rules applicable to the organisation and verification of the outsourced essential
services (French acronym: PSE) are presented in instructions that define the
characteristics of the PSE and anticipate the insertion, in the contracts, of the clauses
required by the regulations.

The system for combating money laundering and terrorist financing is defined by means
of instructions, completed by a Best Practices Guide. It is under the responsibility of the
Group Permanent Monitor.

In terms of operational risks, and as stipulated by amended regulation 97-02, the
executive body has assigned a limit for OSEO, which is then brought to the attention of
the Audit Committee. Within its domain, the Information Systems Security domain
contributes to the monitoring of operational risks inherent to IT processes and to data
management. Moreover, since 2006, OSEO has had a Business Continuity Plan (BCP)
and a committee dedicated to security steering.
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= The main agreements signed by OSEO in 2010

Agreements signed between the State and the EPIC OS EO relative to the investments
for the future programme:

The Agreement relative to the “Loans for SMEs” , signed on 7 July 2010, which
provides OSEOQO with refinancing facilities in order to contribute to the refinancing of all of
the group’s activities, notably in order to allow the distribution of Participatory
Development Contracts to SMEs and ISEs that wish to strengthen their own funds.

The Agreement relative to the “Reindustrialization aid” action , signed on 7 July
2010, which is intended to help independent SMEs and ISEs in the industry and services
for industry sector that have an investment project that contributes to the region’s
reindustrialization and job creation.

The Agreement relative to the set-up of the “Subsid ized Green Loans” system
dated 14 July 2010, which is intended to finance the competitive investments of
companies in response to the objective of taking environmental protection stakes into
account, and to promote the marketing of products related to environmental protection
and reducing energy consumption.

The Agreement relative to the “Financing of innovat lve companies” action , dated
22 September 2010, in application of the Forum on Industry (Etats Généraux de
'Industrie). This agreement includes a series of actions intended to strengthen the
competitiveness of SMIs and French strategic sectors.

The Agreement relative to the structuring research and development projects of
the competitiveness clusters |, signed on 13 October 2010, provides for the set-up of a
system to co-finance structuring research and development projects managed by OSEO
on the State’s behalf.

Amendment No.2 to the Agreement relative to the imp  lementation of the “Restaurant
Modernization Fund” between the State, the EPIC OSE O and OSEO financement

Authorised by the Board of Directors meeting on 12 July 2010 and signed on 28 October
2010, this amendment allows the transfer from the EPIC OSEO to OSEO financement of an
amount equal to the expressed needs and within the limits of €5 million of resources, in order
to finance actions to promote the Restaurant sector. It also includes provisions for the
payment of the contribution to the Restaurant Modernization Fund.

Amendment No.3 to the Agreement relative to the “Gu arantee Fund for the Financing
of Professional Receivables” between the State, the EPIC OSEO and OSEO
financement

This amendment, authorised by the Board of Directors on Thursday March 2010 and sighed
on 30 December 2010, determines the topping up of the guarantee fund for the financing of
for professional receivables relative to 2010. It also calls for the extension of the “Avance +”
product (mobilisation of receivables) to include major private originators.
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« Offices held by members of the OSEO Board of Direct ors and
Management for fiscal 2010

Chairman of the Board
Francois DROUIN *

. Chairman and Chief Executive of the SA OSEO and OSEO innovation

. Chairman of the Executive Board of OSEO financement

- Chairman of the Board of Directors of OSEO garantie and OSEQO garantie régions
- Board member of IFRI

Board members representing the State
Bruno DURIEUX

- Inspector General of Finances

- Deputy Chairman of the OSEO financement Supervisory Board

- Non-voting member on the Board of Directors of the SA OSEO

- Board member of COFACE Services and of UBIFRANCE

- Member of the Autorité de la Statistique Publique (ASP)

- Chairman of the Board of Directors of the Comité National des Conseillers du Commerce
Extérieur de la France (CNCCEF)

Vincent MOREAU

. Deputy director of the Budget Department’s 3™ Sub-department
- Member representing the State on the Board of Directors of the SA OSEO
- Member of the OSEO Audit Committee

Etienne OUDOT DE DAINVILLE

- Deputy Director, “Financing of Companies and the Financial Market” of the Directorate
General of the Treasury and Economic Policy (DGTPE)

- Board member representing the State for the SA OSEO, OSEO financement and OSEO
innovation

- Member of the OSEO Audit Committee

- Board member representing the State, at the Institut pour le Financement du Cinéma et
des Industries Culturelles (IFCIC)

- Representative of the Director General of the Treasury to the Orientation committee of
France Investissement, to the College of the Accounting Standards Authority, and to the
High Council of Statutory Auditors

- State representative to the College of the Financial Markets Authority

Robert PLANA
- Scientific Director at the General Directorate for Research and Innovation at the Ministry for

Higher Education and Research
- SA OSEO board member representing the State

L Francois DROUIN has been a board member of thl Bince March 2010
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Alain SCHMITT

- Head of the SME Competitiveness and Development Department at the Directorate

General of Competitiveness, Industry and Services (DGCIS)

- Member representing the State on the Boards of the SA OSEO and of OSEO financement
. Government Commissioner on the Board of Directors of OSEO innovation

Executive Vice Presidents

1

Arnaud CAUDOUX

. Executive Vice President of the SA OSEO and of OSEO garantie

- Chief Executive of OSEO garantie régions

- Member of the OSEO financement Executive board

- Permanent representative of OSEO garantie on the Board of Directors of IFCIC

- Permanent representative of OSEO garantie on the Board of Directors of SIAGI

- Permanent representative of SA OSEO on the Board of Directors of the Association

Francaise des Sociétés Financiéres (ASF)*

Joél DARNAUD

- Executive Vice President of the SA OSEO and of OSEO innovation

- Member of the OSEO financement Executive board

- Chief Executive of OSEO garantie

- Chairman of the Supervisory Board of OSEO bretagne

- Board Member of OSEO garantie régions

- Chairman of the Board of Directors of Avenir Tourisme

- Permanent representative of OSEO financement on the Board of Directors of Avenir

Entreprises

- Permanent representative of OSEO financement on the Board of Directors of Avenir

Entreprises Investissement

- Permanent representative of OSEO financement on the Board of Directors of the

Association Francaise des Sociétés Financiéres (ASF)®

- Permanent representative of the SA OSEO to the Board of the Agence Pour la Création

d’Entreprise’

Laure REINHART

- Executive Vice President of the SA OSEO and of OSEO innovation

- Chairwoman of Scientipole Initiative

- Chairwoman of lle-de-Science

- Board member of the INPI, of the INRIA and of the IHEST

- Non-voting member on the Supervisory Committee of Scientipole Capital
- Non-voting member on the Board of Directors of the ANR

rwnNn

- Until 29 March 2011

- Since 4 February 2011 as replacement for JGERNAUD
- Until 4 February 2011

- Until 14 February 2011
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While OSEO continued its efforts pertaining to the Recovery plan and the related
communication actions, it was primarily the focus on the “three I” - Innovation, Investment
and International - that marked OSEOQO’s communications in 2010. It was from this
perspective that OSEO wished to communicate with its markets and its partners, in order to
support the recovery through corporate investments.

In particular, the OSEO Excellence community was designed and set-up for this purpose: to
create and increase the media coverage of a club of companies embodying the “three I” by
bringing together 2000 exceptional entrepreneurs chosen from its clientele, whose growth
potential impressed the OSEO chargés d’affaires.

A stakeholder in the “investments for the future” programme since 2009, OSEO has
strengthened its role in this programme and it carries out suitable communication actions.

~ Innovation, Investment and International: three gro  wth drivers for
companies

A short corporate film embodying the “three I” was produced and unveiled during the
traditional best wishes ceremony. The visuals taken from this film were also inserted in
several locations in the specialised press at the start of the year.

In 2010, the institutional relations and press relations intensified their efforts targeting
decision-makers and the media, in order to increase awareness of OSEQ'’s actions with the
“three I". 2010 ended with a record communication impact, with more than 3000 stories in the
media.

A “growth” booklet, previously lacking in the collection, has now been added to the
publications. The OSEO Chairman asked 30 entrepreneurs and personnalities from the
economic world to make proposals in favour of the growth of companies; the collection of
their ideas was then published, and is also available on OSEO.fr website.

Two new media partnerships were also established with BFM Business and the Journal des
Entreprises en 2010. In both cases, the editorial focus is on the “three I”, and the members of
the OSEO Excellence community are being given priority space to express themselves.

In June, OSEO organised a conference on innovation, attended by nearly 200 entrepreneurs
and personalisties from the world of RDI (Research Development Innovation).

~# OSEO Excellence, 2000 entrepreneurs who are getting  ahead

The companies making up this community are of all sizes and from all regions and business
sectors. They serve as models for all French companies.

Launched in December 2009, this social network already had more than 1,000 members in
March and 1600 members at the end of 2010. In the autumn, meetings organised in each
region helped the network to take shape, while giving the members a chance to meet and to
begin the sharing and exchanging initiative.
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Starting in March, this panel representing all of the growth-oriented entrepreneurs was polled
each month online. Successively, Christine Lagarde, Hervé Novelli, Christian Estrosi, Valérie
Pécresse, René Ricol, Anne-Marie ldrac, Jean-Francois Roubaud and Grégoire Sentilhes, as
well as OSEQO’s media partners, were able to submit questions to the members in order to
better understand their expectations. OSEO also takes part in these polls in order to test its
ideas for new offers. The summary of the results of these polls is available on oseo.fr
website.

OSEO Excellence accounted for 20% of the media coverage during the year.

Journalists specialising in companies, innovation or international aspects can also be invited
to become “media members” of the community. This allows them to access the membership
file, and they receive a specific Newsletter.

~# Investments for the future

OSEO was the first operator involved in the investments for the future programme when it
launched the Participatory Development Contract in October 2009, intended to strengthen
the permanent capital of companies.

When its responsibility was extended as part of the “investments for the future” (industrial
sectors, structuring projects of the clusters...), OSEO started a dedicated mini-site
(http://lwww.investissementsdavenir-oseo.fr) and coordinated its communication actions with
those of Commissaire General for Investment, René Ricol.

In September 2010, OSEO launched an advertising campaign (press & radio) in support of
the launch of the Subsidized Green Loans.

The OSEO Internet sites recorded 5.2 million visits and more than 37 million page views
(very slight increase) during the year.

To make the most of the group’s increasingly numerous video productions (media
partnerships, internal production...), the oseo.tv site was launched in May 2010. More than
500 online videos have been watched more than 18,000 times in 6 months.

OSEO capital PME, the site dedicated to promoting contacts between investors and
companies looking for own funds, had its third season and allowed €45 million of capital to
be raised with 20% of the respondents to the poll carried out in June 2010.

The Agence francaise pour les investissements internationaux (AFIl) created its own
community within OSEO Capital PME. This community allows companies looking for
international technological partnerships to make themselves known to the AFIlI chargés
d’affaires.

The Caisse des dépdts and OSEO jointly prepared a brochure on the online services (Appui-
entreprises, Portail Régional Innovation, AppuiPME.net Capital...) that are available to the
Regions. It was distributed to the Regions and to the Caisse des Dépbts and OSEO
networks.

Finally, OSEO became more professional with sending out e-mailings to provide information

to its customers and partners, as well as with promoting events in which it is participating;
nearly 400,000 e-mails have been sent out.
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As the year of the finalisation and completion of the merger of the Group’s entities, 2010 was
an intense and worthwhile year for OSEO in terms of social convergence.

Thanks to a responsible and qualitative social dialogue, an important step was crossed in the
construction of a single OSEO status by the signing of approximately 10 collective
agreements, the most structuring of which included the now harmonised agreements on the
duration and arrangements of working times, and on the field of part-time work.

Also signed were an agreement on psychosocial risks and an action plan for seniors.

Also, other agreements now make it possible to position the offer of OSEQO'’s social benefits
in a competitive manner so as to attract and retain employees. This notably includes the
agreements on the work-time management plan, personnel loans and notably real estate
loans.

This harmonisation process will be continued and finalised in 2010, with the remaining major
point being the retirement arrangements.

In late 2010, negotiations were initiated in order to formalize an agreement relative to social

dialogue and the status of the personnel representatives, that would thereby set the
framework of a constructive social policy from which the entire company would benefit.

« Employment

At the end of 2010, OSEO had 1,759 active employees, corresponding with 1,637 full-time
equivalents (FTE).

The overall staff were 45% at the head office and 55% in the network of 31 December 2010.

The 37 regional sites allow OSEO to serve as a local partner for companies, and as a
recognised participant in the local economic fabric.

In terms of hiring, OSEO maintained its dynamic policy in fiscal 2010: around 100 open-
ended employment contracts were signed, meaning a renewal rate of more than 6% for its
human capital. One quarter of the new hires are young people under the age of 25 years.

This action has made it possible to stabilise its personnel numbers, to maintain high level
skills and, in the end, a constantly increasing qualification level.

OSEO devotes particular attention to developing a true partnerships with institutes and
universities throughout apprenticeships and internship, that will allow students to develop a
good initial corporate approach and thus to facilitate their integration into working life. This
policy provides OSEO with a breeding ground for recruiting and a talent incubator.

In economic terms, the end of the economic support plan/recovery plan was accompanied,
as of the end of 2010, by a strong decline in the use of casual work (temp work).

Another favourite axis of the human resources policy: mobility.
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This helps to enhance experience and competence, to encourage cross-functionality
between business lines and to contribute to the objective of rebalancing our human
resources between the network and the head office (60/40).

« Training

Just as it tries to recruit employees with high initial training and qualifications, OSEO also
invests extensively in the continuing training of its personnel: nearly 5% of its payroll.

80% of its employees were involved in at least one training action in 2010, which represented
an equivalent equal to 5,600 man-days (5,140 in 2009).

These training efforts help to maintain the employability of the employees, but also to
prepare them for their functional development.

Finally, in 2010, OSEO most notably invested in management training within the framework
of the deployment of the “managerial culture” project.
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Consolidated financial statements

$ )

Publishable consolidated balance sheet of the EPIC OSEO

ASSETS (in millions of euros)
Notes | 31/12/2010 | 31/12/2009

Cash, central banks 6.1 67,1 2927
Financial assets at fair value through profit or lo SS 6.2 53,1 67,6
Derivatives used for hedging purposes 6.3 373,9 423,0
Available-for-sale financial assets 6.4 19143 2096,1
Loans and receivables owed by lending institutions 6.5 314,3 470,0
Loans and receivables due from customers 6.6 9 045,7 6 538,5
Finance lease and equivalent operations 6.7 3828,6 34915
Aid for financing innovation 6.8 546,3 204,6
Revaluation discrepancies of the rate-hedged portfo lios 125,5 130,8
Financial assets held to maturity 6.9 6 410,7 5108,0
Current and deferred tax assets 6.10 64,6 54,6
Accruals and miscellaneous assets 6.11 1188,8 635,0
Non-current assets held for sale and discontinued

operations 0,0 0,0
Investments in associates 0,0 0,0
Investment buildings 6.12 13,0 13,6
Tangible fixed assets 6.13 84,2 87,0
Intangible fixed assets 6.13 30,3 26,9
Goodwill 6.14 54 54

44 EPIC OSEO Annual Report 2010



Consolidated financial statements

Publishable consolidated balance sheet of the EPIC OSEO

LIABILITIES (in millions of euros)
Notes | 31/12/2010 | 31/12/2009

Central banks 6.1 51,4 0,0
Financial liabilities at fair value through profit or loss 6.2 8,9 36,9
Derivatives used for hedging purposes 6.3 319,5 341,5
Due to credit institutions 6.15 9377,8 8784,2
Debts due to customers 6.16 1152,7 684,7
Debt securities 6.17 1991,7 1653,4
Revaluation discrepancies of the rate-hedged portfo lios 142,1 100,3
Current and deferred tax liabilities 6.10 1,3 11,2
Accruals and miscellaneous liabilities 6.11 4 327,2 2 358,3
Debts related to non-current assets intended to be sold 0,0 0,0
Provisions 6.18 1741,0 1415,0
Net innovation intervention resources 6.19 474,5 544,3
Public guarantee funds 6.20 2 388,0 2106,9
Subordinated debt 6.21 58,1 56,5
Shareholders equity 2031,6 1552,1
Group share of shareholders equity 12491 785,5

- Capital and relatd reserves 985,5 547,4

- Consolidated reserves 216,7 202,0

- Gains and losses directly recognised in the shareholders equity 15,3 15,7

- Result 31,6 20,4
Minority interests 782,5 766,6

- Reserves 757,8 745,1

- Resultat 24,7 215
Total liabilities 24 065,8 19 645,3

45 EPIC OSEO Annual Report 2010



Consolidated financial statements

Publishable consolidated profit and loss statemen t of the EPIC OSEO

Notes | Fiscal Fiscal
(in millions of euros) 2010 2009
Interest income 7.1 1086,1| 11353
Interest expense 7.1 -785,0 -843,2
Commission income 8,7 6,1
Commission expense -0,2 -0,4
Net gain / loss on financial instruments at fairva  lue
through profit or loss 7.2 0,2 -4,6
Net gain / loss on financial assets available fors  ale 7.3 9,2 0,8
Income from other activities 7.4 653,8 583,2
Expense on other activities 7.4 -587,7 -504,5
Net banking income 385,1 372,7
Operating expense 7.5 -234,5 -228,1
Amortisation & depreciation allowances on tangible & intangible
fixed assets 7.6 -15,9 -14.7
Gross operating income 134,7 129,9
Cost of risk 7.7 -52,0 -63,8
Operating income 82,7 66,1
Share of net income from companies accounted for us ing the equity

0,0 0,0

method
Net gains or losses on other assets 0,0 -0,1
Changes to the value of the goodwill 0,0 0,0
Pre-tax earnings 82,7 66,0
Corporation tax 7.8 -26,4 -24,1
Income net of taxes from discontinued activities or activities 00 00
undergoing disposal ' '
Net earnings 56,3 41,9
Minority interests 24,7 21,5
Net income - Group share 31,6 20,4
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Consolidated financial statements

Net earnings and gains and losses recognised direct
in the EPIC OSEO shareholders equity

y

(in millions of euros)
31/12/2010 | 31/12/2009

NET EARNINGS 56,3 41,9
Translation gains or losses 0,0 0,0
Revaluation of the financial assets available for s ale -3,9 6,4
Revaluation of derivative hedge instruments 0,0 0,0
Revaluation of fixed assets 0,0 0,0
Actuarial gains and losses on defined benefit plans 0,0 0,0
Share_ of unrealis_ed or deferred gains or lossesonc ~ ompanies accounted 00 00
for using the equity method ' '
Total gains and losses directly recognised in the s hareholders equity -3,9 6,4
Net.earnings and gains and losses recognised direct ly in the shareholders 524 483
equity ’ ’
* Of which Group share 29,2 23,7
* Of which minority interests 23,2 24,6
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Consolidated financial statements

Change of the shareholder equity (Group share)

Capital Galns;j ia:(r;gtllgasses
and Reserves | recognised inthe | Allocation | Total
related
S reserves sharehqlders
(in millions of euros) equity
Situation on 31 December 2008 547,4 173,8 12,4 733,6
2008 earnings 28,2 28,2
Result allocated to reserves 0,0 28,2 0,0 -28,2 0,0
Change to the gains and losses directly recognised in the
shareholders equity 0,0 0,0 3,3 0,0 3,3
Value change of financial instruments, affecting the
shareholders equity 0,0 0,0 4,0 0,0 4,0
Value change of financial instruments as related to the
earnings 0,0 0,0 -0,7 0,0 -0,7
Situation on 31 December 2009 547,4 202,0 15,7 0,0/ 765,1
2009 earnings 20,4 20,4
Result allocated to reserves 0,0 20,4 0,0 -20,4 0,0
Change to the gains and losses directly recognised in the
shareholders equity 0,0 -2,0 -0,4 0,0 -2,4
Value change of financial instruments, affecting the
shareholders equity 0,0 -2,0 -1,2 0,0 -3,2
Value change of financial instruments as related to the
earnings 0,0 0,0 0,8 0,0 0,8
Epic OSEO capital increase 438,1 438,1
Net situation transfer 183,1 183,1
SA OSEO capital increase -167,0 -167,0
Change in interest percentages -19,1 -19,1
Distribution of dividends -0,9 -0,9
Avenir Entreprises & Avenir Tourisme capital reduction 0,9 0,9
Reserve fund interest -0,7 0,0 -0,7

0,0
|

Variation in minority interests

0,0
e

Minority interests on 31 December 2008 752, 5
Share of minority interests in the dividends paid -6,4
Change to the gains and losses directly recognised in the shareholders equity 31

Value change of financial instruments, affecting the shareholders equity 49

Value change of financial instruments as related to the earnings -1,8
Avenir Entreprises capital reduction -4,0
Share of earnings on 31 December 2009 21,5
Minority interests on 31 December 2009 766, 6
Change in interest percentages 17,7
Change to the gains and losses directly recognised in the shareholders equity -1,5

Value change of financial instruments, affecting the shareholders equity -2,5

Value change of financial instruments as related to the earnings 1,0
Share of minority interests in the dividends paid -4,4
Net situation transfer -181,9
SA OSEO capital increase 167,0
Avenir Entreprises & Avenir Tourisme capital reduction -5,2
Reserve fund interest -0,5
Share of earnings on 31 December 2010 24,7
Minority interests on 31 December 2010 782, 5
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Consolidated financial statements

Cash flow statement

The table of cash flows is presented using the indirect method model.

The operational activities are representative of the activities that generate earnings for the
OSEO group, which includes the assets inventoried in the portfolio of investments held until
maturity.

The tax flows are entirely presented with the operational activities.

The investment activities represent the cash flows for the acquisition and disposal of
interests in the consolidated and non-consolidated companies, tangible and intangible
assets, and real estate held for investment. This compartment includes the strategic equity
securities listed in the portfolio of “Financial assets available for sale”.

The financing activities result from the changes related to the financial structure operations
involving the shareholders equity and the long-term borrowing.

The notion of net cash includes the cash, liabilities and debts with central banks, as well as
the demand accounts (assets and liabilities) and loans with lending institutions.
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Consolidated financial statements

EPIC OSEO group table of cash flows

(in millions of euros)

Pre-tax earnings

Net amortisation allowances for tangible and
intangible assets

Depreciation of the goodwill and other fixed assets
Net provision allowances

Net loss / net gain from investment activities

Other movements

Other movements (specific to the guarantee funds)

Total of the non-monetary elements included in the net income before
taxes, and of the other adjustments

Flows related to operations with lending institutions

Flows related to operations with the clientele

Flows related to other operations affecting the financial assets or liabilities
Flows related to other operations affecting the non-financial assets or
liabilities

Flows related to the other operations affecting the innovation activity
Taxes paid

Net decrease / (increase) of the assets and liabili  ties resulting from
operational activities

Total net cash flows generated by the operational a  ctivity (A)
Flows related to financial assets and equity interests

Flows linked to investment buildings

Flows related to the tangible and intangible fixed assets

Total net cash flow related to investment operation s (B)
Cash flows coming from or going to the shareholders
Other net cash flows coming from financing activities

Total net cash flow related to financing operations ©)
Effects of exchange rate variations on the cash and
cash equivalent (D)

Net increase / (decrease) of the cash and cash equi  valents (A+B + C +
D)

Net cash flows generated by the operational activity (A)

Net cash flow related to investment operations (B)

Net cash flow related to financing operations (C)

Effects of exchange rate variations on the cash and cash

cash equivalent (D)

Cash and cash equivalents upon opening

Cash, central banks, postal accounts (assets & liabilities)

Accounts (asset and liability) and demand loans / borrowing with lending
institutions

Cash and cash equivalents upon closing

Cash, central banks, postal accounts (assets & liabilities)

Accounts (asset and liability) and demand loans / borrowing with lending
institutions

Net cash variation
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31/12/2010  31/12/2009

82,7

16,2
0,0
-97,4
0,4
154,4
667,0

740,6
629,8
-2 364,5
-1115,7

1.329,0
-411,4
-38,7

-1971,5
-1 148,2

115

0,3

-16,4

-4.6
415,9
340,5

756,4

0,0

-396,4
-1148,2
-4.6
756,4

0,0

673,9
292,7

381,2

277,5
15,8

261,7

-396,4

66,0

15,1
0,0
-78,2
57
459,5
226,9

629,0
1390,9
-587,8
-310,4

97,2
-106,4
-40,5

443,0
1138,0
0,1

0,2
-19,5

-19,2
-10,3
-565,6

-575,9

0,0

5429
1138,0
-19,2
-575,9

0,0

131,0
-19,8

150,8

673,9
2927

381,2

542,9



Consolidated financial statements

) :

Note 1 - Regulatory framework +
Note 2 - Preparation principles for the EPIC OSEO

group consolidated financial statements +
Note 3 - Significant facts and events after the clo  sing +
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~ Note 1 - Regulatory framework

Given that the EPIC OSEO issues neither shares nor debt instruments on a regulated
market, it is not required to produce its consolidated financial statements according to the
IFRS reference base.

However, as of the fiscal year ending on 31 December 2007, the group established around
the EPIC OSEO decided to voluntarily adopt the new IFRS reference base, in support of
transparency and comparability with other banking establishments.

It is also stipulated that the OSEO sub-group, which provides the bulk of the EPIC OSEO
group’s data, is required to produce its consolidated financial statements using the IFRS,
given that it issues debt securities.

~# Note 2 - Preparation principles for the EPIC OSEO g roup consolidated
financial statements

2. Consolidation principles

The OSEO group consolidated financial statements include all of the companies under
exclusive control, except ones for which the consolidation would be of a negligible nature
relative to the preparation of the Group’s consolidated financial statements.

Pursuant to these general principles and the provisions contained in the IAS 27
“Consolidated and Separate Financial Statements”, IAS 28 “Investments in Associates” and
IAS 31 “Interests in Joint Ventures” standards, the material nature of this impact can notably
be assessed by means of various criteria such as the size of the earnings or shareholders
equity of the company that is to be consolidated relative to the earnings or shareholders
equity of the consolidated whole.

Exclusive control consists of the power to direct a company’s financial and operational
policies, and results either from the direct or indirect holding of the majority of the voting
rights, or from the appointment of a majority of the members of the management bodies, or
from the right to exercise a dominating influence as a result of a management contract or of
articles of association.

Joint control is the sharing, pursuant to a contractual agreement, of an entity’s control
between a limited number of associates or shareholders, such that the financial and
operational policies result from their agreement. Strategic financial and operational decisions
require unanimous agreement of the parties sharing control.

Significant influence results from the ability to take part in a company’'s financial and
operational policies, but without having control. It can notably result from representation in
the management or supervisory bodies, participation in the strategic decisions, the existence
of significant inter-company operations, the exchange of management personnel or technical
dependency links. The situation of notable influence is presumed when the group directly or
indirectly holds at least 20% of the voting rights.
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To assess the nature of the group’s control over an entity, the perimeter of voting rights to be
taken into consideration includes the potential voting rights, as of the moment when they can
be exercised or converted. These potential voting rights can, for example, result from options
to purchase ordinary shares existing on the market, or the conversion of bonds into new
ordinary shares, or even share warrants attached to other financial instruments. However,
potential voting rights are not taken into account in the determination of the interest
percentage.

Minority interests held by the group’s venture capital entities are excluded from the
consolidation perimeter in view of the negligible nature of these interests relative to the
overall consolidated financial statements.

They are recorded in the category of “Financial assets at fair value through profit or loss”.

2. Consolidation method

The consolidation methods result from the nature of the group’s control over the entities that
can be consolidated, irrespective of their activity.

The accounts of companies that are totally controlled, including the companies with different
account structures, are consolidated according to the full consolidation method.

The accounts of companies that the group controls together with another co-investor are
consolidated using the proportional integration method.

The accounts of companies in which the group exercises notable influence are consolidated
on an equity basis.

All OSEO group entities are consolidated using the full integration method.

2. Presentation of the financial statements and clo  sing date

The presentation of the synopsis documents is compliant with the one proposed by
recommendation No. 2009-R-04 of 2 July 2009 from the Conseil national de la comptabilité
(National accounting council) relative to the format of synopsis documents of lending
institutions and investment companies using the international accounting reference base,
after the revision of standard IAS 1.

All companies included in the scope of consolidation close their annual financial statements
on 31 December.
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2. Restatements and eliminations

Restatements needed for the harmonisation of the assessment methods of the consolidated
companies are carried out.

Reciprocal receivables, debts and commitments, as well as reciprocal expenses and income
are completely eliminated for the totally integrated companies. Intra-group dividends,
provisions on consolidated securities, capital gains from internal disposal operations and
accelerated depreciations are entirely neutralised.

2. Goodwill

The acquisition cost is equal to the total of the fair values, on the acquisition date, of the
delivered assets, accrued or assumed liabilities and of the shareholders equity instruments
issued in exchange for control of the acquired entity. The costs directly relating to the
operation are included in the acquisition costs.

The identifiable assets, liabilities, possible liabilities and off-balance sheet elements of the
acquired entities are recognised at their fair value on the acquisition date. The initial
assessment can be refined within 12 months of the acquisition date.

The positive discrepancy between the entity’s acquisition cost and the acquired share of the
net assets revalued in this way is listed as an asset in the consolidated balance sheet, under
the heading “Goodwill” when the acquired entity is globally or proportionally integrated, or
under the heading “Interests in companies accounted for using the equity method” when the
acquired company is accounted for using the equity method. When the discrepancy is
negative, it is immediately recorded through profit or loss.

In the event of an increase of the percentage of the group’s interest in an already controlled
entity, the additional acquisition of securities results in the recognition of additional goodwiill,
determined by comparing the acquisition price of the securities and the net share of the
acquired assets.

When the recoverable value is less than the book value, an irreversible depreciation of the
goodwill is recorded through profit or loss.

# Note 3 - Significant facts and events after the clo  sing

EPIC OSEO capital increase

The State increased the EPIC OSEQ’s own funds by €438.1 million, with €0.1 million coming
from the investments for the future programme, and the balance from the allocated proceeds
of the exceptional tax on the bonuses of financial operators.

OSEO capital increase

On 7 December 2010, the Extraordinary general meeting of OSEO financement approved
the provisions for the capital increase of €438.1 million, provided by the State through the

EPIC OSEQ, i.e. 16,594,009 new shares each with a face value of €8 issued at the price of
€26.4, issue premium included (cf. note: “change of the shareholders equity”).

54 EPIC OSEO Annual Report 2010



Consolidated financial statements

Merger

In order to simplify its legal structures and as anticipated by the banking and financial
regulation law, the OSEO group has grouped together the operational entities comprising it.

The Extraordinary general meeting held on 7 December 2010 decided on the merger through
absorption, by OSEO financement on 31/12/2010 with retroactive effect to 1 January 2010 in
accounting and fiscal terms, of the companies OSEO garantie, OSEO innovation and OSEO
bretagne.

The contributions of these companies were assessed at the net book value.

On 31/12/2010, OSEO financement changed its name to OSEO.

As the companies OSEO innovation, OSEO garantie and OSEO bretagne were already
consolidated using the full consolidation method, this merger had no particular incidence on
the consolidated financial statements.

Investments for the future programme

As part of this programme, the State also provided the EPIC OSEO with €2.3 billion of
resources in order to finance OSEQ's efforts with companies.

There are no significant facts or events after the closing of the consolidated financial
statements that have to be declared.
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~# Note 4 - Scope of consolidation

The following table identifies the companies included in the scope of consolidation, the
percentage of their capital held directly and indirectly, and the method by which they are
consolidated.

List of consolidated companies

Full integration

> Epic OSEO

27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT
> OSEO innovation

27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT

> OSEO
27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT

> OSEO garantie
27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT

> OSEO garantie régions
27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT

> AUXI-CONSEIL
27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT

> AUXI-FINANCES
27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT
> AVENIR ENTREPRISES INVESTISSEMENT

Compartment N°L of the AED FCPR (venture capital mutua |
fund)

137 rue de I'Université - 75007 PARIS
> AVENIR TOURISME

Compartment N2 of the AED FCPR (venture capital mutua |
fund)

137 rue de I'Université - 75007 PARIS
> FCT PROXIMITE PME
41 rue Délizy - 93500 PANTIN

> OSEO bretagne
6 Place de Bretagne - 35044 RENNES

> COMPAGNIE AUXILIAIRE OSEO
27-31 av. du Général Leclerc - 94700 MAISONS-ALFORT
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~# Note 5 - Accounting principles and assessment metho ds

5.1. Applicable accounting standards

The 2010 consolidated financial statements are prepared in compliance with the IFRS
reference base as adopted by the European Union and applicable on 31 December 2010.

The revised standard IFRS 3 “business combinations” and the revised IAS 27 “consolidated
and separate financial statements”, adopted by the European Union on 31 December 2009
and taking mandatory effect as of 1 January 2010, have no significant incidence on the
consolidated financial statements

Moreover, the OSEO group is not applying the standards, interpretations and amendments
that are only optionally applicable at the present time.

The IASB has published standards that were adopted by the European Union on 31
December 2010, the application of which will become mandatory as of 1 January 2011. They
were therefore not applied by the Group on 31 December 2010.

The application of these new provisions should not have any material incidence on the EPIC
OSEO consolidated financial statements.

5.2. Determination of the fair value of financial i nstruments

The financial assets and liabilities in the “fair value through profit or loss” category and the
assets in the “Financial assets available for sale” category are assessed and recognised
using their fair value. This corresponds with the amount for which an asset could be
exchanged or a liability could be extinguished between properly informed and consenting
parties acting under normal competitive conditions. At the time of initial recognition, a
financial instrument's value is normally the negotiation price (i.e. the value of the
consideration paid or received).

The standard defines three fair value levels, namely if the instrument is listed on an active
market (level 1), if its valuation uses valuation techniques that rely on observable market
data (level 2) or techniques not relying on observable data (level 3).

The market value of unlisted shares is determined by comparison with recent transactions
involving the capital of the company in question, carried out with an independent third party
and under normal market conditions. In the absence of such a reference, the valuation is
determined either with the help of commonly used techniques (EBIT or EBITDA multiples), or
on the basis of the share of the net assets going to the group, calculated from the most
recent available information.
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The fair value amounts of financial assets and liabilities recognised at cost represent the
estimates made on the closing date. These amounts are subject to change in other periods
depending on the changes to market conditions or other factors.

The completed calculations are based on a certain number of hypotheses.

In practice, and for the purposes of business continuity, not all of these financial instruments
will be the subject of an immediate realisation for the estimated value.

The best estimate corresponds with the instrument’s market price when the latter is handled
on an active market (prices listed and disseminated).

In the absence of a market, the fair value is determined using an appropriate method that
complies with the assessment methodologies used on the financial markets, primarily the
discounting of estimated future flows.

Moreover, in a certain number of cases, the market values come close to the book value.
Specifically:
variable rate assets or liabilities for which interest changes have no notable influence
on the fair value, since the rates of these instruments are frequently adjusted to the
market rate;

short-term assets or liabilities for which it is considered that the redemption value is
close to the market value;

operations for which there is no reliable observable data.

5.3. Financial assets and liabilities

Financial assets and liabilities are handled according to the provisions of the IAS 39 standard
as adopted by the European Union on 19 November 2004 (EC No. 2086/2004) and
completed by the regulation of 15 November 2005 (EC No. 1864/2005), relative to the use of
the fair value option.

The effective interest rate is the rate that exactly discounts the disbursements or collections
of the future cash flows over the anticipated lifespan of the financial instrument.

OSEO recognises all loans and borrowing in the balance sheet on the settlement date. The
financing commitments given and received are listed in note 11. All derivative instruments
are recognised in the balance sheet on the trading date.

5.3.1. Loans and receivables

Loans and receivables that are not held for trading purposes or that are not intended for sale
as of their acquisition or granting are listed in the balance sheet amongst the “Loans and
receivables owed by lending institutions” or “Loans and receivables owed by the clientele”,
depending on the nature of the counterparty. After their initial recognition, they are assessed
at their amortised cost on the basis of the effective interest rate and can, if relevant, be the
subject of a depreciation.

Interest accrued on receivables is included in the related receivables account with changes
recognised in the income statement.
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Receivables are depreciated when, after the set-up of the loan, there are one or more
objective signs of depreciation for which the impact on the future cash flows can be reliably
measured.

Depreciation on an individual basis

The established nature of the risk is assessed on an individual basis. A risk is established
when it is probable that the establishment will not collect all or part of the sums owed
pursuant to the commitments assumed by the counterparty, notwithstanding the existence of
a guarantee or surety. The adopted criteria when considering an outstanding that shows a
recognised credit risk correspond with the following situations:
- there are one or more overdue instalments aged at least three months (three months

for personal property credit and leasing and six months for real estate loans),

the institution is aware of the degraded financial situation of the counterparty, which is

represented by a risk of non-collection,

claim and collection procedures are in place between the institution and its

counterparty.

The depreciation is equal to the difference between the asset’s book value and the value
discounted at the original effective interest rate of the future cash flows estimated to be
recoverable, while taking effective guarantees into account. The amount of this depreciation
is recognised as a “Risk charge” in the profit and loss statement, and a financial asset's
value is reduced by the establishment of a depreciation.

Depreciation on a collective basis

Counterparties not depreciated on an individual basis are the subject of an analysis using
uniform portfolios. The existence of a credit risk involving a uniform set of receivables results
in the recording of impairment, without waiting for the risk to have individually affected one or
more receivables.

The methodology established by the group in order to identify groups that show a
deterioration of the credit risk since the time of granting is primarily based on an analysis of
the ratings. This approach will possibly be completed by a sector analysis that will generally
be based on an “expert opinion” appreciation that considers a combination of the economic
factors applicable to the group being analysed. This depreciation t notably covers the risk of
the deteriorating solvency of customers that are active in particularly exposed business
sectors.

The collective impairment amount is calculated according to expected losses on the bases
determined as indicated above.

5.3.2. Financial assets and liabilities assessed at fair value through profit or
loss

Financial assets and liabilities held for trading purposes are assessed on the basis of their
fair value on the closing date and included in the balance sheet under the heading “Financial
assets or liabilities at fair value through profit or loss”. Fair value variations are recorded in
the period’s income under the heading “Net gains or losses on financial instruments at fair
value through profit or loss”.
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Added to the financial assets and liabilities held for trading purposes are the financial assets

and liabilities that the group has designated, from inception, for valuation at fair value with

changes recognised in the income statement, in application of the option provided by the IAS

39 standard. The purpose of the group’s application of the fair value option is:

- firstly, the elimination or significant reduction of gaps between the between the accounting
processes used with certain financial assets and liabilities,

- secondly, the fair value assessment of certain hybrid financial elements without separation
of the incorporated derivatives. This notably pertains to convertible bonds held by the

group.

5.3.3. Held-to-maturity financial assets

The category of “Financial assets held to maturity” includes investments with fixed or
determinable payments and fixed maturity, that the Group has the intention and ability to hold
until maturity. Operations to hedge interest rate risks possibly carried out with this category of
securities are not eligible for the hedge accounting defined by the IAS 39 standard.

Securities included in this category are recognised at their amortised cost using the effective
interest rate method, which includes the amortisation of premiums and discounts
corresponding with the difference between the acquisition value and the redemption value of
the securities, as well as the acquisition cost of the securities, if significant. Earnings
collected and accrued on these securities are shown under the income statement heading
“Interest and related income”.

5.3.4. Financial assets available for sale

The category of “Financial assets available for sale” includes the fixed or variable income
securities not included in the previous categories.

Securities available for sale are initially recognised at their acquisition price, including
transaction costs and accrued coupons. On the closing date, they are assessed at fair value
and any variations to this value, excluding accrued income, are shown on a separate line in
the shareholders equity (“Unrealised or deferred gains or losses”). Upon disposal or write-
down of these securities (in case of permanent write-down), these unrealised gains or losses
are transferred from shareholders equity to the profit or loss statement, where they are
shown on the line “Net gain / loss on financial assets available for sale”.

Earnings accrued on fixed income securities are recognised at their amortised cost according
to the effective interest rate method, which includes the amortisation of premiums and
discounts corresponding with the difference between the acquisition value and the
repayment value of the securities, as well as the acquisition cost of the securities, if
significant. Earnings collected and accrued on these securities are shown under the income
statement heading “Interest and related income”.

The earnings from variable income securities are recorded under the heading of “Net gains
or losses on financial assets available for sale”.
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5.3.5. Repo operations

Securities temporarily sold as part of a repurchase agreement are recorded in the group’s
balance sheet, in their original portfolio. The corresponding liability is recognised under the
appropriate “Debts” heading.

Securities temporarily purchased as part of a reverse repurchase agreement are not
recognised in the Group’s balance sheet. The corresponding receivable is recognised under
the heading of “Loans and Receivables”.

5.4. Debts

Debts issued by the group and which are not categorised as financial liabilities assessed as
a counterparty in the income statement are initially recorded at their cost, which corresponds
with the fair value of the amounts borrowed, net of transaction costs. These debts are
assessed at their impaired cost on the closing date by using the effective interest rate
method and are recorded in the balance sheet in the “Debts to lending institutions”, and
“Debts to the clientele” or in the “Debts represented by a security”.

The debts to lending institutions and the clientele are broken down according to their initial
duration or the nature of these debts: debts repayable on demand (overnight loans, ordinary
accounts) and term borrowings for lending institutions; term borrowings, security deposits
and ordinary accounts for the clientele.

Interest accrued on these debts is included in the related debts account with changes
recognised in the income statement.

Debts evidenced by certificates are broken down according to their supports: interbank
market securities, negotiable debt instruments and bond loans, with the exclusion of
subordinated securities included amongst the “Subordinated debts”.

Interest accrued attached to these securities is included in a related debts account with
changes recognised in the income statement. Issue or repayment premiums on bond loans
are amortised using the effective interest rate method, over the lifespan of the loans in
question. The corresponding expense is listed in the “Interest and related expenses” in the
income statement.

5.5. Subordinated debt

This heading includes debts, whether materialised in the form of a security or not, of fixed or
open duration, with which the repayment in case of the debtor’s liquidation is only possible
after the other creditors have been discharged. Redeemable subordinated securities and
open duration securities are notably recognised in this heading.

These debts are assessed at their impaired cost on the closing date by using the effective
interest rate method. If relevant, accrued interest attached to subordinated debts is included
in an account for attached debts, with changes recognised in the income statement.

This item also includes mutual guarantee deposits.
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5.6. Derecognition of financial assets and liabilit  ies

The OSEO group derecognises a financial asset upon the expiry of the contractual rights to
receive the cash flows linked to the financial asset, or when these contractual rights and
almost all of the risks and benefits inherent to the asset’s ownership have been transferred. If
relevant, the rights and obligations created or retained during the transfer are recognised
separately as assets or liabilities.

At the time of the complete derecognition of a financial asset, a disposal gain or loss is
recorded in the income statement in an amount equal to the difference between this asset's
book value and the value of the consideration received, with possible correction for any
unrealised profit or loss that might previously have been recognised directly in the
shareholders equity.

The group derecognises a financial liability only when this financial liability has been
completely extinguished, i.e. when the obligation indicated in the contract has been
extinguished, cancelled or arrives at maturity.

5.7. Derivative financial instruments and hedge acc  ounting

Derivative financial instruments are recognised at their fair value. With each accounts closing
date, irrespective of the management intention applicable to their retention (trading or
hedging), they are assessed at their fair value.

With the exception of derivatives considered as cash flow hedging for accounting purposes,
fair value variations are recognised in the period’s income statement.

Derivative financial instruments are grouped into two categories:

Transaction derivatives are included in the balance sheet under the heading “Financial
liabilities at fair value through profit or loss”. Realised or unrealised gains or losses are
recorded in the profit and loss statement under the heading “Net gains or losses on financial
instruments at fair value through profit or loss”.

To be able to use a hedge derivative instrument for accounting purposes, it is necessary to
document the hedge relation as of inception (hedge strategy, nature of the hedged risk,
designation and characteristics of the hedged element and of the hedge instrument).
Moreover, the hedge’s efficiency must be demonstrated at inception, and verified
retrospectively at the time of each accounts closing date.

Derivatives contracted as part of a hedging relationship are designated according to the
purpose of the hedge. The OSEO group currently only applies fair value hedge accounting.

Fair value hedging

The purpose of fair value hedging is to reduce the risk of any variation to the fair value of the
asset or liability in the balance sheet, or of a firm commitment (in particular, hedging of the
rate risk from fixed rate assets and liabilities).
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The hedged element’s revaluation is recorded through profit or loss on a symmetrical basis
with the revaluation of the derivative. The hedge’s possible inefficiency therefore directly
appears through profit or loss.

Interest accrued from the hedge derivative is included in the income statement on a
symmetrical basis with the interest accrued from the hedged element.

With regard to the hedging of an identified asset or liability, the revaluation of the hedged
component is attached to the balance sheet by type of hedged element.

Should the hedge relation be interrupted (non-compliance with the efficiency criteria or sale
of the derivative or of the hedged element before maturity), the hedge derivative is
transferred into the trading portfolio. The revaluation amount listed in the balance sheet
relative to the hedged element is amortised over the outstanding period relative to the initial
hedge lifespan, as long as the former hedged element remains recognised in the balance
sheet.

Hived-off global hedging

The group’s preference is for the application of the provisions of the IAS 39 standard adopted
by the European Union (known as the “carve-out”) for micro-hedge operations carried out
within the framework of the asset-liability management of fixed rate positions.

These provisions make it possible to hedge the rate risk associated with loans with the
clientele, or with borrowing and securities portfolios. Micro-hedge instruments are primarily
rate swaps intended for fair value hedging of the group’s fixed rate usages and of its fixed or
revisable rate resources.

The accounting treatment for hived-off global hedge derivatives uses the same principles as
the ones previously described as part of the fair value hedge. However, the overall
revaluation of the hedged component is included under the item “Revaluation discrepancies
of the rate-hedged portfolios”. The efficiency of the hedges is ensured prospectively by the
fact that all derivatives, on their set-up date, must serve to reduce the rate risk of the
underlying portfolio of hedged securities.

An embedded derivative is the component of a “hybrid” contract, whether financial or not,
that complies with the definition of a derivative product. It must be extracted from the host
contract and recognised separately if the hybrid instrument is not assessed at fair value for
profit or loss, and if the economic characteristics and risks associated with the incorporated
derivative are not closely tied to the host contract.
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5.8. Depreciation of securities

Securities, other than the ones listed as “Financial assets at fair value through profit or loss”
are depreciated as soon as there is an objective sign of depreciation.

The depreciation indicators for debt securities are, irrespective of their destination portfolio,
identical with the ones used as part of the assessment of the recognised risk for the
depreciation of receivables on an individual basis.

As soon as there is an objective sign of a permanent decline of value of a financial asset
available for sale, a depreciation is noted with any change recognised in the income
statement.

If a temporary decrease of the fair value of a financial asset available for sale has been
recognised directly on the specific shareholders equity line entitled “Unrealised or deferred
gains or losses”, and if there is subsequently an objective sign of a permanent decline of
value of this asset, the group records, in the income statement, the total unrealised loss
previously recognised in the shareholders equity. They are recognised in “Risk cost” for debt
instruments and under the heading “Net gains or losses on financial assets available for sale”
for variable income securities.

The amount of this total loss is equal to the difference between the acquisition cost (net of
any principal repayment and of any amortisation) and the current fair value, possibly less any
impairment loss on this financial asset that had previously been recognised through profit or
loss.

Impairment losses recognised through profit or loss relative to a shareholders equity
instrument listed as available for sale are not written back through profit or loss. Once a
shareholders equity instrument has been depreciated, any additional impairment loss
constitutes an additional depreciation. On the other hand, for debt instruments, impairment
losses are the subject of write-backs through profit or loss in case of subsequent
appreciation of their value. For equity instruments, depreciations are booked in case of an
impairment loss of more than 30%, or over a period of more than 12 months. For debt
instruments, the depreciation criteria are the same as the ones that apply to the depreciation
of loans and receivables on our individual basis.

5.9. Financing commitments given and received

The financing commitments relative to the clientele are not included in the balance sheet.
Over the commitment period, a liability provision is recognised in case of probability of the
counterparty’s default.

5.10. Distinction between debts and shareholders eq  uity

Issued financial instruments are qualified as debt instruments or shareholders equity

according to whether or not there is a contractual obligation for the issuer to provide cash to
the holders of the securities.
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In view of the conditions set down by the IAS 32 standard for the analysis of the substance of
these instruments, and given their intrinsic characteristics, subordinate securities of indefinite
duration issued by the group are qualified as debt instruments.

The reserve fund has been created by former OSEO garantie shareholders; the purpose of
this advance is to hedge the outstanding guaranteed loans that it backs.

In view of the discretionary nature of the decision to pay interest to the bearers, as well as
their repayment as decided upon by the shareholders, the OSEO reserve funds are qualified
as shareholders equity instruments.

5.11. Currency transactions

The accounting registration rules depend on the monetary or non-monetary nature of the
elements contributing to the foreign currency operations carried out by the group.

Monetary assets and liabilities listed in foreign currencies are converted, using the closing
price, into the group’s operating currency, the euro. Exchange discrepancies are recognised
through profit or loss. However, this rule has two exceptions:

- only the component of the exchange discrepancy on the amortised cost of the financial
assets available for sale is recognised through profit or loss, with the rest being recorded
as gains and losses directly recognised in the shareholders equity,

- the exchange discrepancies on monetary elements designated as cash flow hedging or that
are part of a net investment in a foreign entity are recorded as gains and losses directly
recognised in the shareholders equity.

Non-monetary assets recognised at their amortised cost are assessed at the exchange rate
on the transaction date. Non-monetary assets recognised at fair value are assessed at the
exchange rate on the closing date. Exchange discrepancies on non-monetary elements are
recognised through profit and loss if the gain or loss on the non-monetary element is
recognised through profit or loss, in the gains and losses directly recognised in the
shareholders equity if the gain or loss on the non-monetary element is recognised in the
equity capital.

5.12. Finance lease and equivalent operations

Leasing operations are qualified as finance lease operations when they result in the de facto
transfer to the lessee of the risks and benefits related to the ownership of the leased asset.
Failing that, they are qualified as an operating lease.

Finance lease receivables are included in the balance sheet under the item “Finance lease
and equivalent operations” and represent the group’s net investment in the leasing contract,
which is equal to the discounted value at the contract’s implicit rate of the minimum
payments that are to be received from the lessee, plus any non-guaranteed residual value.
Finance lease operations are recorded in the balance sheet on the settlement / delivery date.
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The interest included in the lease payments is recorded in the “Interest and related income”
in the income statement such as to be able to determine a constant periodic profitability rate
for the net investment. In case of the decrease of the non-guaranteed residual values used in
the calculation of the lessor’'s gross investment in the finance lease contract, a charge is
recorded in order to correct the amount of the already determined financial products.

The Assets Temporarily Not Leased (ATNL) resulting from finance lease operations are
likened to stocks and are recorded as balance sheet assets under the heading “Accruals and
miscellaneous assets”. They are assessed at their net financial value on the termination
date, net of possible depreciations booked when the recovery value is lower than the
financial net value on the termination date.

5.13. Tangible and intangible assets

In compliance with the IAS 16 and IAS 38 standards, a tangible or intangible fixed asset is
posted as an asset if:
it is probable that the future economic benefits associated with this asset will go to the
company,
this asset’s cost can be reliably assessed.

Fixed assets are recorded at their acquisition cost, possibly increased by the acquisition
expenses that are directly attributable to them.

The OSEO group applies the asset recognition method by component to all of its buildings.

After initial recognition, the fixed assets are assessed at their cost, less the total of the
amortisations and impairment losses.

Fixed assets are depreciated according to the consumption duration of the expected
economic benefits, which generally corresponds with the asset’s lifespan. When one or more
of a fixed asset’s components have a different operational life or provide different economic
benefits, these components are amortised according to their own operational lives.

The following amortisation durations have been adopted:
software programs: from 1 to 5 years,
buildings: from 25 to 55 years,
fittings, furnishings and office equipment: from 4 to 10 years,
IT hardware: 4 years.

Fixed assets are the subject of an impairment test when signs of possible impairment losses
are identified on the closing date. If affirmative, the asset's new recoverable value is
compared with the fixed asset’s net book value. In case of an impairment loss, a depreciation
is noted through profit or loss.

This depreciation is written back in case of maodification of the recoverable value or the
disappearance of the signs of impairment loss.
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5.14. Investment buildings

In compliance with IAS 40 standard, a real estate asset is recognised in “Investment
buildings” if it is held in order to obtain rental payments or develop the capital. Investment
buildings are assessed using the cost method.

Disposal capital gains or losses from investment fixed assets are listed through profit or loss
on the lines “Earnings from other activities” or “Expenses from other activities”, as are the
other earnings and related expenses (notably rents and depreciation allowances).

Provided for information purposes, the fair value of investment buildings, for its part, is
estimated based on “expert opinion”.

5.15. Personnel benefits

The OSEO group provides its employees with various types of benefits, falling into four
categories:

short-term benefits primarily include salaries, annual holidays, mandatory and voluntary profit
sharing, bonuses payable within 12 months of the closing of the fiscal year to which they
pertain.

They are recognised in the expenses for the fiscal year, including the amounts still owed at
the time of the closing.

The long-term benefits are generally related to seniority, paid to employees who are still
active, but more than 12 months after the fiscal year’s closing. This primarily involves the
bonuses for labour medals.

These commitments are the subject of a provision that corresponds with the value of the
commitments at the time of the closing. They are assessed using the same actuarial method
as the one applied to the post-employment benefits.

This involves compensation paid to employees at the time of the termination of their
employment contract, prior to retirement, whether in case of dismissal or acceptance of a
voluntary departure plan. The end of employment contract allowances are provisioned. The
benefits paid more than 12 months after the closing date are the subject of discounting.

The post-employment personnel benefits include the retirement compensation and the bank
retirement supplements.

These benefits fall into two categories: the defined contribution plans (not representative of a
commitment to be provisioned for the company) and the defined benefit plans (representative
of a commitment at the company’s expense and resulting in an assessment and
provisioning).
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The group’s social commitments, which are not covered by contributions listed as expenses
and paid to retirement or insurance funds, are provisioned in the balance sheet’s liabilities.

The commitments are assessed using an actuarial method that considers demographic and
financial assumptions such as age, seniority, the probability of presence on the date of the
awarding of the benefit, and the discounting rate. This calculation includes a distribution of
the expense over time on the basis of the activity period of the personnel members
(projected credit units method). The recognition of the commitments takes into account the
value of the assets established in order to hedge the commitments and actuarial elements.

The actuarial discrepancies of the post-employment benefits, that represent differences
related to the calculation hypotheses (early departures, discounting rate,...) or that are
calculated between the actuarial hypotheses and reality (yield of the hedge assets,...) are
recognised directly through profit or loss.

The annual expense for the defined benefit plans includes the cost of the services rendered
for that year, the financial cost related to the discounting of the commitments, the actual
yields of the hedge assets and, possibly, the elements of the actuarial discrepancies or of the
cost of the past services resulting from possible modifications to plans, as well as
consequences of possible reductions and liquidations of plans.

5.16. Provisions

A provision is established when it is likely that a resource outflow representing economic
benefits will be necessary in order to fulfil an obligation resulting from a past event and when
the obligation’s amount can be reliably estimated. This obligation’s amount is discounted in
order to determine the provision amount, provided this discounting is significant in nature.

5.17. Current and deferred taxation, tax situation

The payable tax on profits is determined on the basis of the rules and rates applicable in
France, as the OSEO group companies are exclusively located in France.

Deferred taxes are recognised when temporary differences are noted between the book
value and the tax value of an asset or liability.

The overall calculation method, which involves determining all of the temporary gaps
irrespective of the date when the tax will become payable or recoverable, has been adopted
for the calculation of the deferred tax.

The tax rate and rules used in the calculation of the deferred taxation are the ones resulting

from the applicable fiscal texts, which will be applicable when the tax becomes recoverable
and payable.
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Deferred taxes are compensated with one another on the level of each tax entity of the
consolidated group. Deferred tax debits are only taken into account if it is probable that the
entity in question has a recovery prospect over a determined horizon.

Deferred taxes are recognised as a tax income or expense in the income statement, except
for the ones relating to unrealised gains or losses on assets available for sale, and to the
value changes of derivatives designated as cash flow hedging, for which the corresponding
deferred taxes are charged against the shareholders equity.

OSEO, a subsidiary of the EPIC OSEO, is the parent company of the tax integration group
that includes the companies Auxiconseil, Auxifinances, Compagnie Auxiliaire OSEO and
Finac.

5.18. Interest income and expenses

In compliance with CNC recommendation No. 2009-R-04 of 2 July 2009, the items “Interest
and related income” and “Interest and related expenses” record the interest from fixed
income securities recognised in the category of "Financial assets available for sale”, the
interest on loans / borrowing and receivables / debts owed by lending institutions and the
clientele (including on the finance lease and equivalent operations). This item also records
the interest on “Financial assets held until maturity” and on the “Derivative hedge
instruments”.

The income and expenses relative to financial instruments assessed at their amortised cost
and to fixed income assets included in the “Financial assets available for sale” are
recognised in the profit and loss statement using the effective interest rate method.

5.19. Commissions

The recognition provisions for the received commissions relating to services or financial
instruments depend on the purpose of the services rendered or the recognition method of the
financial instruments to which the service is attached.

Commissions remunerating an immediate service are recorded in the income as soon as the
service is completed.

Commissions collected as part of a continuing service, such as guarantee commissions and
management commissions, are staggered over the duration of the service on a proportional
basis.

The commissions that are an integral part of the effective yield of an instrument, such as
commissions for financing commitments given or the commissions for the granting of loans,
are recognised and amortised as an adjustment of the loan’s effective yield over the
estimated lifespan of the loan in question, when these commissions are considered to be
significant. These commissions are therefore included in the “Interest and related income”
rather than in the “Commissions” item.
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5.20. Net gains or losses on financial instruments at fair value through profit
or loss

This item records the gains or losses at fair value through profit or loss, whether qualified as
trading or fair value on option. It therefore primarily includes the fair value variations of
derivatives, including interest, not used for hedging. This also applies to fair value variations
of derivative instruments used for fair value hedging, but excluding interest.

5.21. Net gain / loss on financial assets available  for sale

The net gains or losses on financial assets available for sale primarily include the income
from the disposal of securities and the impairment losses on variable income securities. The
impairment losses on fixed income securities are recognised in the risk cost.

5.22. Personnel costs

The personnel costs include the wages and salaries, as well as the personnel benefits.

5.23. Cost of risk

The net allowances of write-backs for depreciation and provisions, receivables written off as
losses during the fiscal year, recoveries on amortised receivables comprise the risk expense
on credit operations.

Everything is recognised under the “Risk charge” heading of the profit and loss statement.
This item also includes the impairment losses of the “Financial assets available for sale”
involving fixed income securities.

5.24. Guarantee activity

5.24.1. Guarantee commitments

A financial guarantee contract is a contract that requires the issuer to make specific
payments in order to repay the holder for a loss that it incurs due to the default of a specified
debtor.

The bulk of the guarantee commitments are carried by SA OSEO and OSEO garantie
régions, and are backed by guarantee funds. Information on the progress of its credit risk is
primarily supplied to OSEO by its banking partners.

When OSEO is informed by a partner bank of an overdue instalment, the outstanding
amounts are classified as doubtful. A provision is calculated on the basis of statistical data on
the valuation of the recognised loss.

In 2010, OSEO completed its system for identifying doubtful commitments:

- by relying on the downgrading of receivables by its partner banks,

- by extending, to guarantee commitments, the principle of the tainting of defaulting
outstandings.

As such, a net allocation of €115 million was made to the provisions in order to cover these
commitments.
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When OSEO is informed of the enforcement of its guarantee after a default event or the
occurrence of collective proceedings, the outstanding loans become compromised doubtful
outstandings and a provision is recognised. This provision is adjusted in order to account for
the recovery potential on the basis of statistical observations.

In compliance with the IAS 39 standard, financial guarantee contracts are initially assessed
at their fair value. Thereafter, in compliance with the provisions of the IAS 37 standard
“Provisions, Contingent Liabilities and Contingent Assets”, the non-recognised litigation is
provisioned. The fair value of the guarantees is assessed from internal default models, for
bank loan guarantees, or from a maximum compensation rate for own funds guarantee
operations. With the exception of risks on own funds operations, this assessment is
discounted in order to take the time effect into account.

The IFRS 4 standard is not applied to insurance contracts.

The fair value of the guarantees is recognised as a balance sheet liability under the
“Provisions” heading, as is the case of the known risk associated with the outstandings
categorised as compromised doubtful outstandings.

The impact on the earnings of the OSEO group is nil as long as the associated guarantee
funds are not used up, as future non-recognised litigation is charged against the guarantee
funds.

5.24.2. The guarantee funds

The guarantee funds are similar to reimbursable debt elements, the fair value of which is
assessed by deducting the anticipated losses pursuant to the guarantees provided by OSEO.
Moreover, the debt representing the preserved capital guarantee fund is assessed from an
equivalent investment rate that allows for the recognition, in the guarantee funds, of future
financial earnings intended to deal with any litigation pertaining to future production
generations.

In view of their specificity and importance for the group, they are included as balance sheet
liabilities in a specific heading entitled “Public guarantee funds”.

The assessment of the guarantee funds also takes into account:

- the assessment of the future and non-recognised litigation representing the fair value
of the guarantees, as the latter is charged against the guarantee funds until used up,
the discounting of the commissions to be received,
the IFRS impacts on the assessment of the fixed income securities backed on the
guarantee funds. Primarily classified as “Financial assets held until maturity”, the
amortised cost assessment of these securities leads to discrepancies relative to the
reference base using the French standards. This impact is charged against the
guarantee funds since, by agreement, 90% of the income and expenses associated
with these securities are attributable to the guarantee funds.

All flows associated with the guarantee funds are recognised as income and expenses,
though with no impact on the group’s earnings.

Special case of the securities backed on the guaran  tee funds and included in the
“Financial assets available for sale”

71 EPIC OSEO Annual Report 2010



Consolidated financial statements

By principle, the securities included in the “Financial assets available for sale” are assessed
at their fair value, with the fair value variations from one fiscal year to the next being
recognised in the recyclable shareholders equity.

However, as 90% of the earnings derived from the securities are attributable to the
guarantee funds by agreement, only 10% of these fair value variations are recognised in the
group’s recyclable shareholders equity, with the remaining 90% being recognised in a
specific heading of the liabilities balance sheet, under the item “Accruals and miscellaneous
liabilities”.

5.25. Innovation activity

5.25.1. General principle

Though including financial assets and liabilities, the economic operations recognised in the
balance sheet, and that comprise the core of the innovation activity business line, as well as
the related earnings and expenses cannot be assessed according to IAS 39 “Financial
instruments: recognition and measurement”, the objective of which is to determine an
accounting result that is close to an economic result. Indeed, the general principle inherent to
its financial model is such that significant earnings are not to be generated.

The innovation activity involves allocating subsidies or repayable advances on behalf of the
State or of public partners. This activity is entirely financed by an allocation known as the
State’s “intervention allocation” to the Innovation guarantee funds, and by allocations from
local authorities. These allocations are recorded on the line “Net innovation intervention
resources”.

Such aid takes the shape of subsidies at a loss (not reimbursed after the innovation activity)
or of repayable advances in case of the project’'s success, with the effect in the profit and
loss statement being compensated by the recovery of the intervention allocation. Moreover,
in both cases, the innovation activity is not compensated for this activity as an intermediary.

In all, in terms of the method for the resources, the absence of compensation as well as the
operating mode adopted for the depreciations, the innovation activity’s operating account
should be balanced, thereby conveying the fact that all of the risk is carried by the State or
the local authorities.

As such, the IAS 20 standard: “Accounting for government grants and disclosure of
government assistance” applies to the innovation operations.

5.25.2. Accounting principles

Repayable advances are recognised in the “Innovation financing aids” item on the asset side
of the balance sheet. Any advances not disbursed are not recognised in the balance sheet,
and are contained in the off-balance sheet commitments described in note 11.

Subsidies are recognised directly in the expenses, under the “Expenses on other activities”
item. Subsidies granted to companies but not yet disbursed are shown on the liability side of
the balance sheet in the “Accruals and miscellaneous liabilities” item, or are recognised in
the off-balance sheet until their granting has been contractualized.

The intervention allocations (State and partner financing) are recognised on the liability side
of the balance sheet in the “Net innovation intervention resources” item once the State or the
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other partners have signed the agreements. They are used to finance the subsidies and
repayable advances and are written back through profit or loss in the “Income from other
activities” item in keeping with the payment of the subsidies to the beneficiaries and the
occurrence of findings of failures or of the recognition of the depreciation of repayable
advances.

Individual depreciations are recognised as deductions from the repayable advances when
there is a recognised risk of non-recovery of all or part of the commitments assumed by the
counterparty.

Moreover, collective impairments are calculated on the production of repayable advances
financed by the State’s intervention allocation, and correspond with a financial indicator that
allows for an assessment of the possible amount of the repayable advances that may have
to be booked as expenses in the future profit and loss statements. When the risk becomes
recognised, a reclassification is carried out between the collective impairment and the
individual impairment.

Individual and collective impairments established in this manner are recognised in the
expenses in the profit and loss statement (“Expenses on other activities”). Symmetrically, the
allocation consisting of the State’s intervention and the partner financing is booked as a
counterparty of this item.

Reversals of individual and collective impairment occur:
when the impaired repayable advances finally become irretrievable and are
recognised as expenses,
when the impairment reversal results from a repayment of the advance.

In the case of an impairment reversal, the liabilities are replenished accordingly.

5.26. Cash and cash equivalents

The cash and cash equivalents heading includes the cash in hand and demand deposits, the
very liquid short-term investments (under 3 months) that are easily convertible into a known
cash amount and that are subject to a negligible risk of changing value. The cash equivalents
are held in order to deal with short-term cash commitments.

The cash equivalents consist of current accounts, overnight borrowings and loans, cash
accounts, and the central bank.

5.27. Usage of estimates in the preparation of the  financial statements

The preparation of the financial statements requires the formulation of assumptions and
estimates that include uncertainties with regard to their future realisation. Using information
available on the closing date, these estimates require the managers to make use of their
judgment. The future realisations depend on many factors: fluctuation of interest and
exchange rates, economic situation, changes to regulations or legislation....

Amongst others, the following assessments require the formulation of hypotheses and
estimates:
the fair value of the financial instruments, notably the value relating to non-listed
shares included in the “Financial assets available for sale” and the value relating
to instruments negotiated over-the-counter and included in the “Financial Assets or
Liabilities assessed at their fair value through profit or loss” (notably rate swaps),
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the future and non-recognised litigation associated with the financial guarantees
provided by OSEO and OSEO garantie régions,

the depreciations of the credit activity calculated on an individual basis, which are
estimated on a discounted basis according to a certain number of parameters
(estimate of a recovery schedule, for example), or economic factors,

depreciations of the current activity calculated on a collective basis that notably use
estimates of default probabilities and expert opinions,

the calculations relative to the charges for the retirement services and future social
benefits are established on the basis of hypotheses regarding the discounting rate,
personnel rotation rate and the evolution of the wages. The yield rates of the assets
used to hedge social commitments are also based on estimates,

by their nature, the provisions are also the subject of estimates, consisting of liabilities
for which the maturity or amount are not precisely fixed,

the amount of the deferred taxes, as a deferred tax debit is only recognised if it is felt
that there is a probable future availability of a taxable profit against which the deferred
tax debits can be charged.

~# Note 6 - Notes to the balance sheet

For certain of the balance sheet’'s accounting categories (in particular the ones that take in
financial instruments), information on the contractual terms are provided under the
references “Current” and “Non-current”.

With reference to the IAS 1 standard “Presentation of Financial Statements”, the breakdown
between "Current” and “Non-current” is made in view of the contractual residual maturities
and of the management intention.

As such, an asset or liability is classified as “Current” in the event of realisations or
settlements that will notably take place within the 12 months that follow the closing date.
Inversely, realisations and settlements that will take place more than 12 months after the
closing date are classified as “Non-current”.

6.1. Cash and central banks (assets and liabilites )

(in millions of euros) 2010 2009

Assets
Cash, central banks 67,1 292,7

Liabilities
Central banks 51,4 0,0

Toaieies sme
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6.2. Financial assets and liabilities at fair value

Consolidated financial statements

through profit or loss

(in millions of euros) 2010 2009
Financial assets held for trading purposes 0,0 0,0
Financial assets at fair value through profit or lo Ss on option

Bonds and other fixed income securities 4.2 27,8
Equities and other variable income securities 48,9 39,8
Other financial assets 0,0 0,0
Derivative instruments at fair value through profit or loss (*)

Interest rate derivatives 0,0 0,0
Currency derivatives 0,0 0,0
Derivative instruments on equities and indices 0,0 0,0

(*) not the subject of hedge accounting

Breakdown of the Financi

between current and non-current elements

al assets at fair value through profit or loss

(in millions of euros) 2010

2009

Current

Non-current

Financial assets at fair value through profit or lo

0,4
52,7

ss by fair value level

2,3
65,3

(in millions of euros) Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or lo Ss on option

Bonds and other fixed income securities 0,2 4,0 4,2
Equities and other variable income securities 1,6 47,3 48,9

opian T SSESSERS O OE 2 1 ma s

Derivative instruments at fair value through profit or loss (*)

Interest rate derivatives

(*) not the subject of hedge accounting
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Financial liabilities at fair value through profit or loss
(in millions of euros) 2010 2009
Financial liabilities held for trading purposes 0,0 0,0
Financial liabilities at fair value through profit or loss on option
Due to credit institutions 0,0 0,0
Debts owed to customers 0,0 0,0
Other financial liabilities 0,0 0,0
Derivative instruments at fair value through profit or loss
Interest rate derivatives 0,9 2,1
Currency derivatives 8,0 34,8
Derivative instruments on equities and indices 0,0

Breakdown of the Financial liabilities at fair valu e
ent elements

through profit or loss between current and non-curr

~(in millions of euros) 2010

2009

Current
Non-current

0,9
8,0

35,9
1,0

Credit risk associated with the financial liabiliti

es at fair value through profit or loss

Total amount of fair Difference between the
value variations book value and the
. - attributable to the contractually owed amount
(in millions of euros) Book value credit risk at maturity
Financial liabilities held for trading purposes 0,0 0,0 0,0
Financial liabilities at fair value through profit or loss on option 0,0 0,0 0,0
Derivative instruments at fair value through profit or loss 8,9 0,0 0,1
- Interest rate derivatives 0,9 0,0 0,0
- Currency derivatives 8,0 0,0 0,1
- Derivative instruments on equities and indices 0,0 0,0 0,0
Total derivative instruments at fair value through profit or loss 8,9 0,0 0,1
Financial liabilities at fair value through profit or loss by fair value level
~(in millions of euros) Level 1 Level 2 Level 3 Total
Derivative instruments at fair value through profit or loss
Interest rate derivatives 0,9 0,9
Currency derivatives 8,0 8,0
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6.3. Derivative hedge instruments (assets and liabi

lities)

Asset hedging derivative instruments

Consolidated financial statements

(in millions of euros) 2010 2009

Fair value derivative hedge instruments 373,9 423,0

Interest rate derivatives 373,9 423,0

Currency derivatives 0,0 0,0

Derivative instruments on equities and indices 0,0 0,0

Cash flow derivative hedge instruments 0,0 0,0

Derivatives used for hedging purposes 373,9 423,0

Individual hedging 0,3 0,6
* including fair value hedging 0,3 0,6
* including cash flow hedging : 0,0 0,0

Portfolio rate hedging (fair value hived-off global hedging) 373,6 422.,4

Portfolio rate hedging (cash flow hedge 0,0 0,0

Asset hedging derivative instruments by fair value level
~(in millions of euros) Level 1 Level 2 Level 3 Total
Fair value derivative hedge instruments
Interest rate derivatives 373,9 373,9
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Derivative hedge instruments - liabilities

(in millions of euros) 2010 2009

Fair value derivative hedge instruments 319,5 341,5
Interest rate derivatives 319,5 341,5
Currency derivatives 0,0 0,0
Derivative instruments on equities and indices 0,0 0,0
Cash flow derivative hedge instruments 0,0 0,0

Derivatives used for hedging purposes 319,5 3415
Individual hedging 0,0 0,0

* including fair value hedging 0,0 0,0

* including cash flow hedging : 0,0 0,0
Portfolio rate hedging (fair value hived-off global hedging) 319,5 3415
Portfolio rate hedging (cash flow hedge 0,0 0,0

Breakdown of the inefficiency of the fair value hed  ge
~(in millions of euros) 2010 2009

Fair value variation of the hedged element 2,5 2,6
Fair value variation of the hedge instrument 0,0 -0,3

Liability hedging derivative instruments by fair va lue level
(in millions of euros) Level 1 Level 2 Level 3 Total
Fair value derivative hedge instruments
Interest rate derivatives 319,5 319,5
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6.4. Financial assets available for sale

Consolidated financial statements

(in millions of euros) 2010 2009
Negotiable debt instruments 803,1 307,7
Bonds 1 060,2 1696,1
Government bonds 783,8 816,9
Other bonds 276,4 879,2
Subordinated securities 0,0 0,0
Equities and other variable income securities 51,3 96,0
Non-consolidated equity securities 16,3 14,9

Deireciation on assets available for sale -16,6 -18,6

Variation table of the depreciations

(in millions of euros) 2010 2009

Balance on 1 January 18,6 12,7
Fiscal year depreciation -2,0 5,9
Impairment losses 1,4 6,5
Depreciation write-back -3,4 -0,6

Breakdown of the Financial assets available for sal e
between current and non-current elements

~(in millions of euros)

2010

2009

Current

Non-current

11478

766,5

1110,2
985,9

Financial assets available for sale by fair value |  evel
(in millions of euros) Level 1 Level 2 Level 3 Total
Negotiable debt instruments 803,1 803,1
Government bonds 783,8 783,8
Other bonds 276,4 276,4
Equities and other variable income securities 51,0 51,0

79

EPIC OSEO Annual Report 2010




Consolidated financial statements

6.5. Loans and receivables owed by lending institut  ions

(in millions of euros) 2010 2009

Ordinary accounts receivable 215,0 416,6
Overnight loans 50,0 0,0
Term loans 48,9 52,8
Securities received in repurchase agreements 0,0 0,0
Equity loans 0,0 0,0
Individual depreciation of loans and receivables 0,0 0,0
Collective depreciation of loans and receivables 0,0 0,0
Inter-comiani receivables 0,4 0,6
Fair value of the loans and receivables owed by lending institutions 317,0 473,7

Breakdown of the Loans and receivables owed by lend ing institutions
between current and non-current elements

~(in millions of euros) 2010 2009
Current 293,4 438,0
Non-current 20,9 32,0
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6.6. Loans and receivables due from customers

Consolidated financial statements

(in millions of euros) 2010 2009

Ordinary accounts receivable, advances on TAP 18,0 24,1
Short-term credit facilities 554,0 560,8
Medium and long-term loans 4631,2 41923
Subordinated loans 90,8 64,4
Other credits 14914 916,6
Individual depreciation of loans and receivables -174,4 -154,9
Collective depreciation of loans and receivables -233,9 -191,2
Inter-company receivables 17,8 14,4

Accounts opened with the State - SCBCM

Fair value of the loans and receivables owed by

2 650,8

the clientele 9 265,9 6 660,1
Variation tables of the individual depreciation
2010

(in millions of euros) PLMT (1) STF (2) Other Total
Balance on 1 January 139,4 14,3 1,2 154,9
Fiscal year impairment 20,4 -0,3 -0,6 19,5
Individual depreciation expense 20,1 13 0,2 21,6
Individual depreciation write-back -18,9 -3,5 -0,8 -23,2
Accretion effect -1,8 0,0 0,0 -1,8
Other movements 21,0 22,9

[ I

(1) Cofinancing activity - Medium and Long-Term Loans (PMLT)

(2) Short-Term Financing Activity

2009

(in millions of euros) PLMT STF Other Total

Balance on 1 January 119,2 16,2 1,6 137,0
Fiscal year impairment 20,2 -1,9 -0,4 17,9
Individual depreciation expense 