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CONSOLIDATED BALANCE SHEET

Not June 30,2010 Dec. 31, 2009
(in EUR millions) otes
ASSETS
Goodwill ?3) 11,413 10,740
Other intangible assets 3,098 2,998
Property, plant and equipment (4) 13,718 13,300
Investments in associates 130 123
Deferred tax assets (8) 902 676
Other non-current assets 272 312
Non-current assets 29,533 28,149
Inventories (5) 5,941 5,256
Trade accounts receivable (6) 6,265 4,926
Current tax receivable 119 333
Other receivables (6) 1,341 1,202
Assets held for sale ) 151 0
Cash and cash equivalents (10) 1,488 3,157
Current assets 15,305 14,874
Total assets 44,838 43,023
EQUITY AND LIABILITIES

Capital stock 2,123 2,052
Additional paid-in capital and legal reserve 5,779 5,341
Retained earnings and netincome for the year 9,842 10,137
Cumulative translation adjustments a7 (2,340)
Fair value reserves (63) (75)
Treasury stock (205) (203)
Shareholders' equity 17,523 15,912
Minority interests 343 302
Total equity 17,866 16,214
Long-term debt (10) 7,873 8,839
Provisions for pensions and other employee benefits (@) 3,574 2,958
Deferred tax liabilities 8) 892 921
Other non-current liabilities and provisions 9) 028 2,169
Non-current liabilities 14,619 14,887
Current portion of long-term debt (10) 1,416 1,880
Current portion of other liabilities 9) 530 518
Trade accounts payable (6) 5,616 5,338
Current tax liabilities 124 108
Other payables and accrued expenses (6) 3,349 3,086
Liabilities held for sale ) 38 0
Short-term debt and bank overdrafts (10) 1,280 992
Current liabilities 12,353 11,922

The accompanying notes are an integral part ofdnsolidated financial statements.



Saint-Gobain — Consolidated Financial Statements

CONSOLIDATED INCOME STATEMENT

(in EUR millions) Notes First-half 2010 First-half 2009

Net sales (20) 19,529 18,715
Cost of sales 12) (14,566) (14,309)
Selling, general and administrative expenses innlydesearch 12) (3,518) (3,476)
Operating income 1,445 930
Other business income 12) 9 2
Other business expense 12) (253) (331)
Business income 1,201 601
Borrowing costs, gross (287) (357)
Income from cash and cash equivalents 17 25
Borrowing costs, net (270) (332)
Other financial income and expense 14) (117) (80)
Net financial expense (387) (412)
Share in net income of associates 3 2
Income taxes (8) (279) (53)
Net income 538 138
Attributable to equity holders of the parent 501 128
Minority interests 37 10

Earnings per share (in EUR)

Weighted average number of shares outstanding 56208 439,305,156
Basic earnings per share (16) 0.98 0.29
Weighted average number of shares assuming fuitidii 511,538,221 439,442,257
Diluted earnings per share (16) 0.98 0.29

The accompanying notes are an integral part ofdnsolidated financial statements.
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CONSOLIDATED STATEMENT OF RECOGNIZED INCOME AND EXP ENSE

Shareholders' equit inori
quity Mlnorlty Total equity
interests
(in EUR millions) Before tax effect Tax effect
First-half 2009
Net income 173 (45) 10 138
Translation adjustments 391 0 13 404
Changes in fair values 44 (11) 0 33
Changes in actuarial gains and losses (245) 74 0 (171)
Other 0 0 0 0
Income and expenserecognized directly in equity 190 63 13 266
Total recognized income and expense for the year 363 18 23 404
First-half 2010
Net income 761 (260) 37 538
Translation adjustments 1,385 39 1,424
Changes in fair values 12 ?3) 9
Changes in actuarial gains and losses (443) 144 (299)
Other (3) 1 (2)
Income and expenserecognized directly in equity 951 141 40 1,132
Total recognized income and expense for the year 1,712 (119) 77 1,670

The accompanying notes are an integral part ofdinsolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

Notes First-half First-half
(in EUR millions) 2010 2009
Net income attributable to equity holders of the paent 501 128
Minority interests in net income * 37 10
Share in net income of associates, net of dividerdsived (1) 0
Depreciation, amortization and impairment of assets 12) 830 823
Gains and losses on disposals of assets (12) 9) 2)
Unrealized gains and losses arising from changéaiivalue and share-based payments 32 88
Changes in inventories (5) (416) 240
Changes in trade accounts receivable and payaieg ther accounts receivable and payable ©) (1,011) (785)
Changes in tax receivable and payable 8) 211 (93)
Changes in deferred taxes and provisions for diabilities and charges (7)(8)©) (106) (127)
Net cash from operating activities 68 282

Purchases of property, plant and equipment [H1 20432) H1 2009: (514)] and intangible assets @) (451) (538)
Increase (decrease) in amounts due to suppli€igasf assets (6) (152) (242)
Acquisitions of shares in consolidated companies 26810: (33), H1 2009: (162)], net of cash
acquired ) (24) (151)
Acquisitions of other investments 3) 2)
Increase in investment-related liabilities ) 21 25
Decrease in investment-related liabilities 9) (13) (35)
Investments (622) (943)
Disposals of property, plant and equipment andnigifale assets ) 45 36
Disposals of shares in consolidated companiespheash divested )
Disposals of other investments and other divestment 9 6
Divestments 55 45
Increase in loans and deposits (27) (23)
Decrease in loans and deposits 20 33
Net cash from (used in) investing activities (574) (888)
Issues of capital stock * 509 1,922
Minority interests' share in capital increasesfsidiaries 6) 2 1
(Increase) decrease in treasury stock * (4) (6)
Dividends paid * (509) (486)
Dividends paid to minority shareholders of consatietl subsidiaries and increase (decreas
dividends pavab 100 148
Increase (decrease) in bank overdrafts and othet-gfrm debt 228 (559)
Increase in long-term debt 188 1,997
Decrease in long-term debt (1,770) (2,265)
Net cash from (used in) financing activities (1,256) 752
Increase (decrease) in cash and cash equivalents (1,762) 146
Net effect of exchange rate changes on cash amdezpsvalents 93 26
Cash and cash equivalents at beginning of period 3,157 1,937
Cash and cash equivalents at end of period 1,488 2,109

(*) References to the consolidated statement afigésiin equity.

Income tax paid amounted to €96 million in firstfi2010 and €301 million in first-half 2009. Intetepaid net of interest received amounted to €376
million in first-half 2010 and €373 million in fithalf 2009.

The accompanying notes are an integral part ofdinsolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Number of shares In EUR millions

Additional  Retained

Outstanding . paid-in earnings Cumulayve . Share- -
Issued (excluding Capital capital anc  and net tra_nslatlon Fair value  Treasury holders' Mmomy Total equity
stock . adjustment reserves stock ¥ interests
treasury stock) legal income for s equity
reserve  the period

At January 1, 2009 382,571,985 378,026,836 1,530 3,940 0,911 (1,740) (161) (206) 14,274 256 14,530
Income and expenses recognized
directly in equity 0 0 (182) 391 44 0 253 13 266
Net income for the period 128 128 10 138
Total recognized incomeand expense
for the period 0 0 (54) 391 44 o] 381 23 404
Issues of capital stock

- March 23, 2009 rights issue 108,017,212 108,212 432 1,041 1,473 1,473

- Group Savings Plan 8,498,377 8,498,377 34 100 134 134

- Stock dividends 13,805,920 13,805,920 55 260 315 315

- Other 0 0 0 1 1
Dividends paid (EUR 1.00 per share) (486) (486) 7) (503)
Treasury stock purchased 0 (872,545) (22) (22) (22)
Treasury stock sold 0 563,275 1) 17 16 16
Share-based payments 0 0 24 24 24
At June 30, 2009 512,893,494 508,039,075 2,051 5341 3949, (1,349) (117) (211) 16,109 263 16,372
Income and expenses recognized
directly in equity 0 0 (351) 9 42 0 (300) 14 (286)
Net income for the period 74 74 29 103
Total recognized incomeand expense
for the period 0 0 (277) 9 42 0 (226) 43 (183)
Issues of capital stock

- Stock dividends 0 0 1 (2 (1) 1)

- Stock option plans 37,522 37,522 1 1 1

- Other 0 0 1 1 5 6
Dividends paid (EUR 1.00 per share) 0 0 9 )
Treasury stock purchased (1,366,396) (50) (50) (50)
Treasury stock sold 1,763,316 4 58 62 62
Share-based payments 16 16 16
At december 31, 2009 512,931,016 508,473,517 2,052 $,34 10,137 (1,340) (75) (203) 15,912 302 16,214
Income and expenses recognized
directly in equity 0 0 (305) 1,385 12 0 1,092 40 1,132
Net income for the period 501 501 37 538
Total recognized incomeand expense
for the period 0 0 196 1,385 12 0 1,593 7 1,670
Issues of capital stock

- Stock dividends 12,861,368 12,861,368 51 315 366 366

- Group Savings Plan 4,993,989 4,993,989 20 123 143 143

- Other 0 2 2
Dividends paid (EUR 1.00 per share) (509) (509) (38) (547)
Treasury stock purchased (2,462,452) 2 (88) (86) (86)
Treasury stock sold 2,293,742 (4) 86 82 82
Share-based payments 22 22 22
At June 30, 2010 530,786,373 526,160,164 2,123 5,779 43,8 47 (63) (205) 17,523 343 17,866

The accompanying notes are an integral part afdhsolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — ACCOUNTING PRINCIPLES AND POLICIES

BASIS OF PREPARATION

The interim consolidated financial statements omPagnie de Saint-Gobain and its subsidiaries (Gheup”)
have been prepared in accordance with the accguatidl measurement principles set out in Internation
Financial Reporting Standards (IFRSs), as desciib¢ldese notes. These condensed financial staterhame
been prepared in accordance with IAS 34 — Inteimaricial Reporting.

These notes should be read in conjunction with dbesolidated financial statements for the year énde
December 31, 2009, prepared in accordance witlFiR8s adopted for use in the European Union.

The accounting policies applied are consistent witse used to prepare the consolidated finanEtments

for the year ended December 31, 2009 except newdatds and amendments described below. The interim
consolidated financial statements have been prdpasieng the historical cost convention, exceptdertain
assets and liabilities that have been measured tisinfair value model as explained in these notes.

None of the standards, interpretations and amennterpublished standards applicable for the firae in
2010 has a material impact on the Group’s intel@msolidated financial statements. The revised IBREFRS

3R) and the amended IAS 27 (IAS 27A) concerningriass combinations have been applied prospectively
without any material impact on the first-half 20dghsolidated financial statements.

The Group has not early adopted any new standiauteéspretations or amendments to published stasdiuat
are applicable for financial years beginning omfter January 1, 2011 (see table below).

These interim consolidated financial statementevegiopted by the Board of Directors on July 29,020 hey
are presented in millions of euros.

ESTIMATES AND ASSUMPTIONS

The preparation of consolidated financial statesémtcompliance with IFRS requires management tkema
estimates and assumptions that affect the repatedunts of assets and liabilities and the disctosafr
contingent assets and liabilities at the date effittancial statements, as well as the reporteduats®f income
and expenses during the period. These estimateasauinptions are based on past experience andrions/a
other factors, including the current economic emwvinent. Actual amounts may differ from those olséin
through the use of these estimates and assumptions.

The main estimates and assumptions described ge thetes concern the measurement of employee benefi
obligations (Note 7), provisions for other liabég and charges (Note 9), asset impairment testse (M),
deferred taxes (Note 8), share-based payments @$ptend financial instruments (Note 11).
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SUMMARY OF NEW STANDARDS , INTERPRETATIONS AND AMENDMENTS TO PUBLISHED STANDAR DS

Standards, interpretations and amendments to existg standards applicable in 2010

IFRS 3R and IAS Business Combinations and Consolidated and Segaraacial Statements
27A
Amendments  tg Financial Instruments: Recognition and Measuremedgligible Hedged Items
IAS 39
Revised IFRS 1 First-Time Adoption of Internatiof@ancial Reporting Standards (Restructured IFRS|1
Amendments  tg Group Cash-settled Share-based Payment Arrangements

IFRS 2

IFRIC 12 Service Concession Arrangements

IFRIC 15 Agreements for the Construction of Redhtes
IFRIC 16 Hedges of a Net Investment in a Foreiger@pon
IFRIC 17 Distributions of Non-Cash Assets to Owners
IFRIC 18 Transfers of Assets from Customers

Standards, interpretations and amendments to exisip standards early adopted in 2010
Amendments tg Classification of Rights Issues

IAS 32
Revised IAS 24 Related Party Disclosures

Amendments tg Prepayments of a Minimum Funding Requirement

IFRIC 14

Amendments  tq Additional Exemptions for First-time Adopters

IFRS 1

IFRIC 19 Extinguishing Financial Liabilities withggity Instruments

Standards adopted by the European Union may beited®n the European Commission website, at
http://ec.europa.eu/internal_market/accountingfidek_en.htm

INTERIM FINANCIAL STATEMENTS

The interim financial statements, which are nog¢roted to provide a measure of performance foruheéar,
include all period-end accounting entries deememksgary by Group management in order to give adnage
fair view of the information presented.

Goodwill and other intangible assets are systeititested for impairment during the second hélthe year
as part of the preparation process for the fiva-pesiness plan. Tests are generally performedh®interim
financial statements only in the event of an unfalite change in impairment indicators.

The cost of the Group Savings Plan was recognizédlli during the first half of the year, as thedsaription
period ended on June 30.

For the countries where the Group’s pension ane@roffost-employment benefit obligations are the most
significant —i.e. the United States, the Unitechgdom, France and the rest of the euro zone —réadtua
valuations are updated at the end of June andethted provisions are adjusted accordingly (see Nt For
the other host countries, actuarial valuations pegformed as part of the annual budget procedurt an
provisions in the interim balance sheet are basesstmates made at the end of the previous year.
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CONSOLIDATION

Scope of consolidation

The Group’s interim consolidated financial statetagénclude the accounts of Compagnie de Saint-@ohadl
of all companies controlled by the Group, as wsltfase of jointly controlled companies and comgamver
which the Group exercises significant influence.

Significant changes in the Group’s scope of codatilbn during first-half 2010 are presented in Ndtend a
list of the principal consolidated companies ateJ8@, 2010 is provided in Note 21.

Consolidation methods

Companies over which the Group exercises excluggetrol, either directly or indirectly, are fully
consolidated.

Interests in jointly controlled entities are propamately consolidated. The Group has elected ma@tpply the
alternative treatment permitted by IAS 31, undeicWwhointly controlled companies may be accountedby
the equity method.

Companies over which the Group directly or indiseeixercises significant influence are accountedbfpthe
equity method.

Business combinations

The Group has applied IFRS 3R and IAS 27A on ag@asve basis starting from January 1, 2010. Assalt,
business combinations completed prior to that daterecognized under the previous versions of IBR&d
IAS 27.

Goodwill

When an entity is acquired by the Group, the idialie assets, liabilities, and contingent liabgkt of the entity
are recognized at their fair value. Any adjustmeatprovisional values as a result of completing thitial
accounting are recognized within twelve months tibspectively at the acquisition date.

The final acquisition price (referred to as “comsation transferred” in IFRS 3R), including theirested fair
value of any earn-out payments or other future icenation (referred to as “contingent consideradioshould

be determined in the twelve months following thejuasition. Under IFRS 3R, any adjustments to the
acquisition price beyond this twelve-month period eecorded in the income statement. As from 1 a@anu
2010, all acquisition-related costs, i.e. costs tha acquirer incurs to effect a business comhinatuch as fees
paid to investment banks, attorneys, auditors, paddent valuers and other consultants, are no tonge
capitalized as part of the cost of the businessharwation, but are recognized as expenses as imturre

In addition, starting from 1 January 2010, goodvsglrecognized only at the date that control isiead (or
joint control is achieved in the case of proporditaly consolidated companies or significant infleeens

obtained in the case of entities accounted forhay équity method). Any subsequent increase in csier
interest is recorded as a change in equity atailatto the equity holders of the parent withouustihg

goodwill. In the case of a business combinationiea&d in stages, the transaction is affected gkl the

date control is reached.
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Goodwill is recorded in the consolidated balanceeslas the difference between the acquisition-f@atevalue
of (i) the consideration transferred plus the amaifimany minority interests and (ii) the identiflamet assets of
the acquiree. Minority interests are measured eédbeheir proportionate interest in the net idatile assets or
at their fair value at the acquisition date. Goddeipresents the excess of the cost of an acoprisitver the
fair value of the Group’s share of the assets atfilities of the acquired entity. If the cost bktacquisition is
less than the fair value of the net assets andlitieb acquired, the difference is recognized dire in the
income statement.

Potential voting rights and share purchase commitsne

Potential voting rights conferred by call options minority interests (non-controlling interestsg daaken into
account in determining whether the Group exclugiwantrols an entity only when the options are euily
exercisable.

When calculating its percentage interest in colgdotompanies, the Group considers the impact agscput
and call options on minority interests in the conmipa concerned. This approach gives rise to thegregon in

the financial statements of an investment-relaiuility (included within “Other liabilities”) coesponding to
the present value of the estimated exercise pficeeoput option, with a corresponding reductionrimority

interests and increase in goodwill. Changes invillee of the liability are recognized by adjustommpdwill in

the case of business combinations carried out psidanuary 1, 2010 and in the income statemeriusiness
combinations completed after that date.

Minority interests

Up to December 31, 2009, transactions with mindritgrests were treated in the same way as tramssatith

parties external to the Group. As from January0102changes in minority interests (referred tthas-controlling

interests” in IFRS 3R) are accounted for as traimse between two categories of owners of a sieglenomic
entity in accordance with IAS 27A. As a resultytlaee recorded in the statement of changes inyegnd have no
impact on the income statement or balance shesgpefor changes in cash and cash equivalents.

Non-current assets and liabilities held for sale Biscontinued operations

Assets that are immediately available for sale famdvhich a sale is highly probable are classifeednon-
current assets held for sale. Related liabilities cdassified as liabilities directly associatedhmion-current
assets held for sale. When several assets aredreddle in a single transaction, they are accalifde as a
disposal group, which also includes any liabiliti®ctly associated with those assets.

The assets, or disposal groups held for sale, agsuned at the lower of carrying amount and falwesdess
costs to sell. Depreciation ceases when non-cuassets or disposal groups are classified as loeldde.
When the assets held for sale are consolidated axiegy deferred tax is recognized on the differdratereen
the consolidated carrying amount of the shareghidtax basis, in accordance with IAS 12.

Non-current assets held for sale and directly aasst liabilities are presented separately on #ue fof the
consolidated balance sheet, and income and expensé@isaue to be recognized in the consolidated rireco
statement on a line-by-line basis. Income and esgmmrising on discontinued operations are recozded
single amount on the face of the consolidated ircetatement.

At each balance sheet date, the value of the amseétkabilities is reviewed to determine whethey arovision
adjustments should be recorded due to a changeimfair value less costs to sell.

10
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Intragroup transactions

All intragroup balances and transactions are ekad in consolidation.

Translation of the financial statements of foreigrcompanies

The consolidated financial statements are presentedros, which is Compagnie de Saint-Gobain’sfional
and presentation currency.

Assets and liabilities of subsidiaries outside ¢lieo zone are translated into euros at the clasichange rate
and income and expense items are translated Uusngvierage exchange rate for the period, excepeicase
of significant exchange rate volatility.

The Group’s share of any translation gains or ledgseincluded in equity under “Cumulative trangati
adjustments” until the foreign operations to whilkely relate are sold or liquidated, at which tifmeytare taken
to the income statement if the transaction resnles loss of control or recognized directly in #tatement of
changes in equity if the change in ownership irstedees not result in a loss of control.

Foreign currency transactions

Foreign currency transactions are translated imoGompany’s functional currency using the exchaiages
prevailing at the transaction date. Assets andlilials denominated in foreign currencies are ttatesl at the
closing rate and any exchange differences are dedom the income statement. As an exception te thi
principle, exchange differences relating to loand borrowings between Group companies are recorasdf
tax, in equity under “Cumulative translation adjoshts”, as in substance they are an integral getieonet
investment in a foreign subsidiary.

11
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BALANCE SHEET ITEMS

Goodwill

See the section above on business combinations.
Other intangible assets

Other intangible assets primarily include patebtands, software, and development costs. They assuned
at historical cost less accumulated amortizatiahiarpairment.

Acquired retail brands and certain manufacturingnds are treated as intangible assets with intefuseful
lives as they have a strong national and/or internal reputation. These brands are not amortizecie tested
for impairment on an annual basis. Other brandsuar@rtized over their useful lives, not to exce@dgdars.

Costs incurred to develop software in-house — milynaonfiguration, programming and testing costsre
recognized as intangible assets. Patents and m@tth@mputer software are amortized over theimeséid
useful lives, not exceeding 20 years for patents3to 5 years for software.

Research costs are expensed as incurred. Developosta meeting the recognition criteria under B&are
included in intangible assets and amortized oveir thstimated useful lives (not to exceed 5 yefmh the
date when the products to which they relate ast rivarketed.

Concerning greenhouse gas emissions allowancegowsipn is recorded in the consolidated financial
statements to cover any difference between the g3@missions and the allowances granted.

Property, plant and equipment
Land, buildings and equipment are carried at hisibrost less accumulated depreciation and impaitm

Cost may also include incidental expenses dirattiybutable to the acquisition, such as transfiens equity
of any gains/losses on qualifying cash flow hedgfggoperty, plant and equipment purchases.

Expenses incurred in exploring and evaluating nainersources are included in property, plant andpsoent
when it is probable that associated future econdyaitefits will flow to the Group. They include miginthe
costs of topographical or geological studies, idglicosts, sampling costs and all costs incurresksessing the
technical feasibility and commercial viability ofteacting the mineral resource.

Material borrowing costs incurred for the constimttand acquisition of property, plant and equipmane
included in the cost of the related asset.

Except for the head office building, which is theoGp’s only material non-industrial asset, propgeptant and

equipment are considered as having no residuakyalsi most items are intended to be used untiétigeof
their useful lives and are not generally expeobeloet sold.

12
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Property, plant and equipment other than land epgatiated using the components approach, oniglstiae
basis over the following estimated useful livesjclhare regularly reviewed:

Major factories and offices 30-40 years
Other buildings 15-25 years
Production machinery and equipment 5-16 years
Vehicles 3-5 years
Furniture, fixtures, office and computer equipment 4-16 years

Gypsum quarries are depreciated over their estanaseful lives, based on the quantity of gypsumaexed
during the year compared with the extraction cdpaci

Provisions for site restoration are recognizedasponents of assets in the event of a sudden deetgon in
site conditions and whenever the Group has a legabnstructive or contractual obligation to restar site.
These provisions are reviewed periodically and ieydiscounted over the expected useful lives ofadsets
concerned. The component is depreciated over the saeful life as that used for mines and quarries.

Government grants for purchases of property, pdanat equipment are recorded under “Other payabled” a
taken to the income statement over the estimatefdlus/es of the relevant assets.

Finance leases and operating leases

Assets held under leases that transfer to the Gsotygtantially all of the risks and rewards of owshe
(finance leases) are recognized as property, plaghtequipment. They are recognized at the commentenh
the lease term at the lower of the fair value &f ldased property and the present value of themmimi lease
payments.

Property, plant and equipment acquired under fiedeases are depreciated on a straight-line basistbe
shorter of the estimated useful life of the assdetermined using the same criteria as for asseted by the
Group — or the lease term. The corresponding itglid shown in the balance sheet net of relatéelést.

Rental payments under operating leases are expassedurred.

13
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Non-current financial assets

Non-current financial assets include availabledale and other securities, as well as other noregtinssets,
which primarily comprise long-term loans and defsosi

Investments classified as “available-for-sale” ageried at fair value. Unrealized gains and losseghese
investments are recognized in equity, unless thesiments have suffered an other-than-temporaryoand
material decline in value, in which case an impaintrioss is recorded in the income statement.

Impairment of property, plant and equipment, intangible assets and goodwiill

Property, plant and equipment, goodwill and othé&rngible assets are tested for impairment on @aegasis.
These tests consist of comparing the asset’s agriafmount to its recoverable amount. Recoverablauatris

the higher of the asset’s fair value less costsetband its value in use, calculated by referdncthe present
value of the future cash flows expected to be @erivom the asset.

For property, plant and equipment and amortizaftienigible assets, an impairment test is perfornmieehever
revenues from the asset decline or the asset desaperating losses due to either internal oreatdactors,
and no improvement is forecast in the annual budg#te business plan.

For goodwill and other intangible assets (includivgnds with indefinite useful lives), an impairrnéest is
performed at least annually based on the five-ymesiness plan. Goodwill is reviewed systematicalhy
exhaustively at the level of each cash-generatimig(GGU) and where necessary more detailed testsaried
out. The Group’s reporting segments are its fiveiless sectors, which may each include several C&Us
CGU is a reporting sub-segment, generally defired &ore business of the segment in a given geloigedp
area. It typically reflects the manner in which Beoup organizes its business and analyzes itdtsef®u
internal reporting purposes. A total of 38 main G3tave been identified and are monitored each year.

Goodwill and brands are allocated mainly to the €Byp and Industrial Mortars CGUs and to the Building
Distribution CGUs primarily in the United Kingdoarance and Scandinavia.

The method used for these impairment tests is stemdiwith that employed by the Group for the vaturaof
companies acquired in business combinations orisitigns of equity interests. The carrying amouhttee
CGUs is compared to their value in use, correspuntld the present value of future cash flows exolyd
interest but including tax. Cash flows for thelfiftear of the business plan are rolled forward ¢wverfollowing
two years. For impairment tests of goodwill, norwvetash flows (corresponding to cash flows atrtid-point

in the business cycle) are then projected to peityaising a low annual growth rate (generally ¥%cept for
emerging markets or businesses with a high orggrowth potential where a 1.5% rate may be usedg Th
discount rate applied to these cash flows corredptmthe Group’s average cost of capital (7.25%000 and
2009) plus a country risk premium where appropridépending on the geographic area concerned. The
discount rates applied in first-half 2010 and i®20or the main operating regions were 7.25% fer ¢lro
zone and North America, 8.25% for Eastern EurogeGimna and 8.75% for South America.

The recoverable amount calculated using a postltoount rate gives the same result as a pre-texapplied
to pre-tax cash flows.

Different assumptions measuring the method’s gegitgitare systematically tested using the following
parameters:

* 0.5-point increase or decrease in the annual ageedg of growth in cash flows projected to periptu

* 0.5-point increase or decrease in the discouniagéed to cash flows.

14



Saint-Gobain — Consolidated Financial Statements

When the annual impairment test reveals that ticeverable amount of an asset is less than its ingrry
amount, an impairment loss is recorded.

Based on projections made at December 31, 2008;@oiht reduction in projected average annual graw cash
flows to perpetuity for all the CGUs except for ®@gpsum Division in North America would not resuntthe
recognition of any impairment loss on intangiblseds, while a 0.5-point increase in the discouetapplied to all
the CGUs except for the Gypsum Division in Northe&ita would lead to the recognition of an impairtriess of
less than €30 million on consolidated intangibkets

Impairment losses on goodwill can never be revettsedigh income. For property, plant and equipnaeict other
intangible assets, an impairment loss recognizedprior period may be reversed if there is ancatibn that the
impairment no longer exists and that the recoverablount of the asset concerned exceeds its gpagiount.

Inventories

Inventories are stated at the lower of cost andresdizable value. The cost of inventories incluthes costs of
purchase, costs of conversion, and other costsrattun bringing the inventories to their presestation and
condition. It is generally determined using theghéed-average cost method, and in some casesr#ténHrirst-

Out (FIFO) method. Cost of inventories may alsduide the transfer from equity of any gains/losses|aalifying

cash flow hedges of foreign currency purchaseswfmaterials. Net realizable value is the sellingepin the
ordinary course of business, less estimated aostsrpletion and costs to sell. Below-normal capadilization

is excluded from inventory valuation.

Operating receivables and payables

Operating receivables and payables are statednginabvalue as they generally have maturities afanrthree
months. Provisions for impairment are establislecbt/er the risk of total or partial non-recovery.

For trade receivables transferred under secuiiizgtrograms, the contracts concerned are analgpedif
substantially all the risks associated with theeiegbles are not transferred to the financing tatitins, they
remain in the balance sheet and a correspondibijitifas recognized in short-term debt.

Net debt

* Long-term debt
Long-term debt includes bonds, Medium Term Notespetual bonds, participating securities and dieot
types of long-term financial liabilities includidgase liabilities and the fair value of derivativiasalifying as
interest rate hedges.
Under IAS 32, the distinction between financiablidies and equity is based on the substance ettntracts
concerned rather than their legal form. As a regaltticipating securities are classified as debitr@ot as quasi-

equity. At the balance sheet date, long-term debtgasured at amortized cost. Premiums and issgasteare
amortized using the effective interest method.
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e Short-term debt

Short-term debt includes the current portion of tbeg-term debt described above, short-term finamnci
programs such as Commercial PaperRiléts de Trésorerie(French commercial paper), bank overdrafts and
other short-term bank borrowings, as well as thie yalue of credit derivatives not qualifying foredige
accounting. At the balance sheet date, short-teght it measured at amortized cost. Premiums andriss
costs are amortized using the effective intereshate

e Cash and cash equivalents

Cash and cash equivalents mainly consist of cashaod, bank accounts, and marketable securitie¢satea
short-term, highly liquid investments readily cortilde into known amounts of cash and subject to an
insignificant risk of changes in value. Marketapdeurities are measured at fair value through fpoofoss.

Further details about long- and short-term debpaogided in Note 10.

Foreign exchange, interest rate and commodity deratives (swaps, options, futures)

The Group uses interest rate, foreign exchangecaminodity derivatives to hedge its exposure to gearin
interest rates, exchange rates and commodity gheésnay arise in the normal course of business.

In accordance with IAS 32 and IAS 39, all of thésstruments are recognized in the balance sheet and
measured at fair value, irrespective of whethenairthey are part of a hedging relationship thatlifjgas for
hedge accounting under IAS 39.

Changes in the fair value of both derivatives Hratdesignated and qualify as fair value hedgeglaridatives
that do not qualify for hedge accounting are tat@nhe income statement (in business income fagigor
exchange and commodity derivatives qualifying fedd¢pe accounting, and in net financial expenselfatlaer
derivatives). However, in the case of derivativiest tjualify as cash flow hedges, the effectiveiporof the
gain or loss arising from changes in fair valueersognized directly in equity, and only the inetfeg portion is
recognized in the income statement.

» Fair value hedges

Most interest rate derivatives used by the Groupntap fixed rates for variable rates are designatedqualify
as fair value hedges. These derivatives hedge-fixteddebts exposed to a fair value risk. In aczocd with
hedge accounting principles, debt included in agmeged fair value hedging relationship is remeedat fair
value. As the effective portion of the gain or lass the fair value hedge offsets the loss or gainthe
underlying hedged item, the income statement ig immpacted by the ineffective portion of the hedge.

* Cash flow hedges

Cash flow hedge accounting is applied by the Grognly for derivatives used to fix the cost of figu
investments in financial assets or property, ptartt equipment, future purchases of gas and fuéfixéd-for-

variable price swaps) and future purchases ofdareurrencies (forward contracts). The transactimdged by
these instruments are qualified as highly probabte application of cash flow hedge accountingvedlighe
Group to defer the impact on the income statemktiteoeffective portion of changes in the fair \alf these
instruments by recording them in a special hedgisgrve in equity. The reserve is reclassified ihioincome
statement when the hedged transaction occurs a&nketiiged item affects income. In the same way rafaiio
value hedges, cash flow hedging limits the Grogjsosure to changes in the fair value of thesesmweaps to
the ineffective portion of the hedge.
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» Derivatives that do not qualify for hedge accougtin

Changes in the fair value of derivatives that doqualify for hedge accounting are recognized m ittcome
statement. The instruments concerned mainly inclerdss-currency swaps; gas, currency and inteegst r
options; currency swaps; and futures and forwardraots.

Fair value of financial instruments

The fair value of financial assets and financiabilities quoted in an active market correspond#iéir quoted
price, classified as Level 1 in the fair value hrehy defined in IFRS 7. The fair value of finah@&asets and
financial liabilities not quoted in an active marke established by a recognized valuation techeisuch as
reference to the current fair value of anotherrureent that is substantially the same, or discalntsh flow
analysis based on observable market data, classifi¢evel 2 in the IFRS 7 fair value hierarchy.

The fair value of short-term financial assets amadiilities is considered as being the same as ttaiying
amount due to their short maturities.

Employee benefits — defined benefit plans

After retirement, the Group’s former employees aligible for pension benefits in accordance witke th
applicable laws and regulations in the respectigantries in which the Group operates. There are als
additional pension obligations in certain Group pames, both in France and other countries.

In France, employees receive length-of-service dsvan retirement based on years of service and the
calculation methods prescribed in the applicablkctive bargaining agreements.

The Group’s obligation for the payment of pensiand length-of-service awards is determined at #iante
sheet date by independent actuaries, using a méthbthkes into account projected final salartegtirement
and economic conditions in each country. Thesegatins may be financed by pension funds, withoaipron
recognized in the balance sheet for the unfundetibpo

The effect of any plan amendments (past servicH secognized on a straight-line basis overrémaining
vesting period or immediately if the benefits dready vested.

Actuarial gains or losses reflect year-on-year gearnn the actuarial assumptions used to measerérbup’s
obligations and plan assets, experience adjustni@iffesrences between the actuarial assumptionsadnrad has
actually occurred), and changes in legislation.yTdre recognized in equity as they occur.

In the United States, Spain and Germany, retiregl@mes receive benefits other than pensions, gnainl
concerning healthcare. The Group’s obligation uridese plans is determined using an actuarial rdedind is
covered by a provision recorded in the balancetshee

Provisions are also set aside on an actuarial b@sisther employee benefits, such as jubileestlerolong-
service awards, deferred compensation, specifitaveebenefits, and termination benefits in variogantries.
Any actuarial gains and losses relating to thesefits are recognized immediately.

The Group has elected to recognize the interess fmsthese obligations and the expected returplam assets
as financial expense or income.
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Employee benefits — defined contribution plans

Contributions to defined contribution plans areenged as incurred.

Employee benefits — share-based payments
» Stock options

The Saint-Gobain Group elected to apply IFRS 2 fdamuary 1, 2004 to all its stock option plans esitiee
plan launched on November 20, 2002.

The cost of stock option plans is calculated ughg Black & Scholes option pricing model, basedtlos
following parameters:

* Volatility assumptions that take into account tligtdrical volatility of the share price over a o 10-
year period, as well as implied volatility fromdexd share options. Periods during which the shaece p
was extraordinarily volatile are disregarded.

* Assumptions relating to the average holding pedboptions, based on observed behavior of option
holders.

* Expected dividends, as estimated on the basistirigal information dating back to 1988.

» Arrisk-free interest rate corresponding to thedji@h long-term government bonds.

The cost calculated using this method is recognirethe income statement over the vesting periodhef
options, ranging from three to four years.

For options exercised for new shares, the sumvedddy the Company when the options are exercised i
recorded in “Capital stock” for the portion repnetieg the par value of the shares, with the balancet of
directly attributable transaction costs — recordiader “Additional paid-in capital”.

» Group Savings Plan (“PEG")

The method used by Saint-Gobain to calculate tis¢ésoaf its Group Savings Plan takes into accoumtfaiat
that shares granted to employees under the plasuaiject to a five- or ten-year lock-up. The logkaost is
measured and deducted from the 20% discount graéagtdte Group on employee share awards. The célmula
parameters are defined as follows:

* The exercise price, as set by the Board of Dirsctoorresponds to the average of the opening share
prices quoted over the 20 trading days precediegi#ite of grant, less a 20% discount.

 The grant date of the options is the date on wihiehplan is announced to employees. For Saint-
Gobain, this is the date when the plan’s termscamdlitions are announced on the Group’s intranet.

* The interest rate used to estimate the cost ofotleup feature of employee share awards is the rat
that would be charged by a bank to an individuahwain average risk profile for a general purpoge-fi
or ten-year consumer loan repayable at maturity.

The cost of the plan was recognized in full atehd of the subscription period, during the firdf bathe year.
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» Performance share grants

In 2009, the Group set up a worldwide performan@ee plan whereby each Group employee was awaaded f
free seven shares, and a performance share plaertain categories of employees. Both plans abgesuto
eligibility criteria based on the grantee’s perafdservice with the Group and performance critdgacribed in
Note 13. The plan costs calculated under IFRS @ tao account these criteria and the lock-up featlihey
are also determined after deducting the presenewvad forfeited dividends on the performance shares are
recognized over the vesting period, which ranges fiwo to four years depending on the country.

Shareholders’ equity

» Additional paid-in capital and legal reserve

This item includes capital contributions in exce$she par value of capital stock as well as tlgaleeserve
which corresponds to a cumulative portion of theimeome of Compagnie de Saint-Gobain.

* Retained earnings and net income for the period

Retained earnings and net income for the periodespond to the Group’s share in the undistributadiegs of
all consolidated companies.

* Treasury stock

Treasury stock is measured at cost and recordeddasluction from equity. Gains and losses on dapas
treasury stock are recognized directly in equity have no impact on net income for the period.

Other current and non-current liabilities and provi sions

* Provisions for other liabilities and charges
A provision is booked when (i) the Group has a @nésegal or constructive obligation towards adtparty as
a result of a past event, (ii) it is probable thatoutflow of resources will be required to settie obligation,
and (iii) the amount of the obligation can be eatied reliably.
If the timing or the amount of the obligation cahbe measured reliably, it is classified as a cqyait liability
and reported as an off-balance sheet commitmentveMer, contingent liabilities arising on business

combinations are recognized in the balance sheet.

Provisions for other material liabilities and chesgvhose timing can be estimated reliably are disteal to
present value.

* Investment-related liabilities
Investment-related liabilities correspond to puti@ps granted to minority shareholders of subsidsgaand
liabilities relating to the acquisition of sharesGroup companies, including additional purchasesration.

They are reviewed on a periodic basis. The impadistounting adjustments reflecting the passagintd is
recognized in financial income and expense.

19



Saint-Gobain — Consolidated Financial Statements

INCOME STATEMENT ITEMS

Revenue recognition

Revenue generated by the sale of goods or sengaegognized net of rebates, discounts and salkes t(i)
when the risks and rewards of ownership have beatsferred to the customer, or (i) when the servias
been rendered, or (iii) by reference to the stdgmmpletion of the services to be provided.

Construction contracts are accounted for using#reentage of completion method, as explained balgien
the outcome of a construction contract can be astithreliably, contract revenue and costs are rézed as
revenue and expenses, respectively, by referentbetstage of completion of the contract activitytize
balance sheet date. When the outcome of a corstiumintract cannot be estimated reliably, contraceénue
is recognized only to the extent of contract castsirred that it is probable will be recovered. Whe is
probable that total contract costs will exceedltotantract revenue, the expected loss is recogn&edn
expense immediately.

Construction contract revenues are not materigdlation to total consolidated net sales.

Operating income

Operating income is a measure of the performand@eofGroup’s business sectors and has been us#e by
Group as its key external and internal managenmelitator for many years. Foreign exchange gaind@ssis
are included in operating income, as are changtifair value of financial instruments that da goalify for
hedge accounting when they relate to operatingsitem

Other business income and expense

Other business income and expense mainly includeements in provisions for claims and litigation and
environmental provisions, gains and losses on dmgoof assets, impairment losses, restructurirgisco
incurred upon the disposal or discontinuation afrafions and the costs of workforce reduction messu
Business income

Business income includes all income and expenges tian borrowing costs and other financial incand
expense, the Group’s share in net income of adesciand income taxes.

Net financial expense

Net financial expense includes borrowing and ofir@ncing costs, income from cash and cash equitgle

interest cost for pension and other post-employrbeniefit plans, net of the return on plan assetd, aither
financial income and expense such as exchange gathkwsses and bank charges.
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Income taxes

Current income tax is the estimated amount payablespect of income for a given period, calculabgd
reference to the tax rates that have been enactsdbgtantively enacted at the balance sheet phte,any
adjustments to current taxes recorded in previmas€ial periods.

Deferred taxes are recorded using the balance $hbédity method for temporary differences betwethe
carrying amount of assets and liabilities and tkestr basis. Deferred tax assets and liabilitiesna@asured at
the tax rates expected to apply to the period vherasset is realized or the liability settled,dohen the tax
laws that have been enacted or substantively ethattde balance sheet date.

Deferred tax assets are recognized only if it issatered probable that there will be sufficientufet taxable
income against which the temporary difference cantiized. They are reviewed at each balance stetet
and written down to the extent that it is no longesbable that there will be sufficient taxabledme against
which the temporary difference can be utilized.

No deferred tax liability is recognized in respettndistributed earnings of subsidiaries thatrereintended to
be distributed.

In accordance with interpretation SIC 21, a detétex liability is recognized for brands acquiredai business
combination.

Deferred taxes are recognized as income or expertbe income statement, except when they relateehos
that are recognized directly in equity, in whiclsedhe deferred tax is also recognized in equity.
Earnings per share

Basic earnings per share are calculated by dividetgncome by the weighted average number of sharssue
during the period, excluding treasury stock.

Diluted earnings per share are calculated by adgustarnings per share (see Note 16) and the avexagber of
shares in issue for the effects of all dilutivegobial common shares, such as stock options ancedide bonds.
The calculation is performed using the treasurgksioethod, which assumes that the proceeds fromxireise of
dilutive instruments are assigned on a prioritydtsthe purchase of common shares in the market.

Recurring net income

Recurring net income corresponds to income afteaa minority interests but before capital gainkeses, asset
impairment losses, material non-recurring provisiand the related tax and minority interests.

The method used for calculating cash flow from apens before tax on capital gains or losses isaggd in
Note 15.
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Return on capital employed

Return on capital employed (ROCE) corresponds noi@ized operating income adjusted for changelsarstope
of consolidation, expressed as a percentage dfassats at the period-end. Total assets includpraperty, plant
and equipment, working capital, net goodwill andeotintangible assets, but exclude deferred tast@ssising
from non-amortizable brands and land.

Cash flow from operations

Cash flow from operations corresponds to net caglergted from operating activities before the impachanges
in working capital requirement, changes in curraxes and movements in provisions for other |itddi and
charges and deferred taxes. Cash flow from opesattoadjusted for the effect of material non-reagrprovision
charges.

The method used for calculating cash flow from afiens is explained in Note 15.

Cash flow from operations before tax on capital gais and losses and non-recurring provisions

This item corresponds to cash flow from operatitass the tax effect of asset disposals and of eocurring
provision charges and reversals.

The method used for calculating cash flow from aflens before tax on capital gains or losses idagqd in
Note 15.

EBITDA

EBITDA corresponds to operating income before deptien and amortization.

The method used for calculating EBITDA is explaiimedlote 15.

SEGMENT INFORMATION

In compliance with IFRS 8, segment informationeeft the Group’s internal presentation of operatasylts
to senior management.
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NOTE 2 — CHANGES IN GROUP STRUCTURE

Changes in the number of consolidated companies

First-half 2010 France Outside Total
France
FULLY CONSOLIDATED COMPANIES
At January 1 190 987 1,177
Newly consolidated companies 8 8
Merged companies 2 (28) (30
Deconsolidated companies 0
Change in consolidation method 2 2
At June 30 188 969 1,157
PROPORTIONATELY CONSOLIDATED COMPANIES
At January 1 2 21 23
Newly consolidated companies 1 1
Deconsolidated companies 0
Change in consolidation method 1) 1)
At June 30 2 21 23
COMPANIES ACCOUNTED FOR BY THE EQUITY METHOD
At January 1 7 57 64
Newly consolidated companies 0
Merged companies 3) 3)
Deconsolidated companies 0
Change in consolidation method 1) 1)
AtJune 30 7 53 60
TOTAL at June 30 197 1,043 1,244
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Significant changes in Group structure

First-half 2010

At the end of March 2010, the Group acquired a %3ifterest in Japanese insulation company MAG from
Japan-based Taiheiyo Cement Corporation, raisisginterest in the company to 87.3%. Previously
consolidated on a proportionate basis, the compasybeen fully consolidated since April 1, 2010.

This transaction was treated as a step acquigitioler the provisions of IFRS 3R, the applicationvbfch had

no material impact on the consolidated balancetsitdacome statement.

The Group signed an agreement concerning the $die advanced ceramics business to US-based CelorsT
Pending approval of the transaction by the relewaaniorities, the business has been classifiegdpta and
liabilities held for sale since 28 June 2010, theedvhen the sale process was announced. At Iyriz030,
assets and liabilities held for sale broke dowfolgws:

(in EUR millions) 30 juin 2010
Goodwill and other intangible assets 25
Property, plant and equipment, net 53
Other non-current assets 6
Inventories, trade accounts receivable and othevwartts receivable 66
Cash and cash equivalents 1
Assets held for sale 151
Provisions for pensions and other employee benefits 6
Deferred tax liabilities and other non-current llidies 8
Trade accounts payable, other payables and acenysehses, and other liabilities 27
Short-term debt and bank overdrafts 3)
Liabilities held for sale 38
2009

No material acquisitions were made in 2009. Allmzrabf the Maxit acquisition price was completediniy the
first half, within the 12 months following the Md&r@008 acquisition of this business, leading tordwmgnition of
brands in the consolidated balance sheet for amanud €84 million or €62 million after deferredkes.
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NOTE 3 — GOODWILL

(in EUR millions)

June 30, 2010

At January 1, 2010

Gross value 11,178

Accumulated impairment (438)
Net 10,740
Movements during the period

Changes in Group structure 10

Impairment @)

Translation adjustments 694

Reclassification to assets held for sale (24)
Total 673
At June 30, 2010

Gross value 11,896

Accumulated impairment (483)
Net 11,413
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NOTE 4 — PROPERTY, PLANT AND EQUIPMENT

Land and Buildings Machinery Assets Total
quarries and under
equipment construction
(in EUR millions)
At January 1, 2010
Grossvalue 2,188 7,921 19,842 1,034 30,985
Accumulated depreciation and impairment (350) (4,021)(13,304) (20) (17,685)
Net 1,838 3,900 6,538 1,024 13,300
Movements during the period
Changes in Group structure and reclassifications 29 2 15 (8) 38
Acquisitions 14 17 63 341 435
Disposals (8) (21) (10) 3 (42)
Translation adjustments 88 219 425 79 811
Depreciation and impairment an (135) (616) 3 (771)
Reclassification to assets held for sale 1) (20) 27) 5) (53)
Transfers 96 243 (339) 0
Total 105 158 93 62 418
At June 30, 2010
Grossvalue 2,316 8,360 21,030 1,098 32,804
Accumulated depreciation and impairment (373) (4,302)(14,399) (12) (19,086)
Net 1,943 4,058 6,631 1,086 13,718

Acquisitions of property, plant and equipment dgriirst-half 2010 included assets acquired undearfce

leases for an amount of €3 million (2009: €16 wil)i. These finance leases are not included in dlsb dow

statement, in accordance with 1AS 7. At June 3@,02Qotal property, plant and equipment acquiredean
finance leases amounted to €154 million (DecemltePB09: €168 million) (see Note 17).
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NOTE 5 — INVENTORIES

(in EUR millions)

June 30, 2010 Dec. 31, 2009

Gross value
Raw materials 1,466 1,299
Work in progress 257 219
Finished goods 4,683 4,194
Gross inventories 6,406 5,712
Provisions for impairment in value
Raw materials (128) (120)
Work in progress (8) (8)
Finished goods (329) (328)
Provisions for impairment in value (465) (456)
Net 5,941 5,256

The increase in inventories reflects seasonaldhtains in business and the €289 million effectldinges in

exchange rates in the first half of 2010.

NOTE 6 — TRADE AND OTHER ACCOUNTS RECEIVABLE AND PA YABLE

June 30, 2010 Dec. 31, 2009

(in EUR millions)

Gross value 6,792 5,430
Provisions for impairment in value (527) (504)
Trade accounts receivable 6,265 4,926
Advances to suppliers 406 410
Prepaid payroll taxes 42 28
Other prepaid and recoverable taxes (other than

income tax) 407 357
Other 494 418
Provisions for impairment in value (8) (11)
Total other receivables 1,341 1,202
Trade accounts payable 5,616 5,338
Customer deposits 600 641
Payable to suppliers of non-current assets 152 293
Grants received 66 69
Accrued personnel expenses 1,063 1,065
Accrued taxes other than on income 623 416
Other 845 602
Total other payables and accrued expenses 3,349 3,086
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NOTE 7 — PROVISIONS FOR PENSIONS AND OTHER EMPLOYEE
BENEFITS

June 30, 2010 Dec. 31, 2009

(in EUR millions)

Pensions 2,718 2,190
Length-of-service awards 224 224
Post-employment healthcare benefits 434 369

Total provisions for pensions and other post-emplayent

benefit obligations 3,376 2,783
Healthcare benefits 52 45
Long-term disability benefits 41 35
Other long-term benefits 105 95
Provisions for pensions and other employee benefits 3,574 2,958

The following table shows projected benefit obligas under pension and other post-employment kigpiafis
and the related plan assets:

June 30,2010 31 décembre

2009
(in EUR millions)
Projected benefit obligations 3,376 2,783
Plan assets 41 96
Net projected benefit obligations 3,335 2,687

Description of defined benefit plans
The Group’s main defined benefit plans are as ¥ato
In France, in addition to length-of-service awaritiere are three defined benefit plans all of whach final

salary plans. These plans were closed to new dstbgrthe companies concerned between 1969 and 1997

In Germany, retirement plans provide pensions agathdand disability benefits for employees. Thdsag
have been closed to new entrants since 1996.

In the Netherlands, ceilings have been introduagdstipplementary pension plans, above which they ar
converted into defined contribution plans.

In the United Kingdom, retirement plans provide $iens as well as death and permanent disabilitefiien

These defined benefit plans — which are based oploy®ees’ average salaries over their final years of
employment — have been closed to new entrants 2DEE.
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In the United States and Canada, the Group’s ditfiemefit plans are final salary plans. Since Jgniia2001,
new employees have been offered a defined contribptan.

Provisions for other long-term employee benefitoamed to €198 million at June 30, 2010 (Decemigr 3
2009: €175 million), and covered all other emploieeefits, notably long-service awards in Franakilg¢es in

Germany and employee benefits in the United Stafths. related projected benefit obligation is geltera
calculated on an actuarial basis using the sanes ad for pension obligations.

Measurement of pension and other post-employment hbefit obligations
Pensions and other post-employment benefit obtigatare determined on an actuarial basis usingrtiected

unit credit method, based on estimated final ssdari

Plan assets

For defined benefit plans, plan assets have bemgrgssively built up by contributions, primarily iilme United
States, the United Kingdom and Germany. Contrilmstipaid by the Group totaled €172 million in 2008e
actual return on plan assets was a positive €38®mih the first half of 2010.

Actuarial assumptions used to measure projected befit obligations and plan assets

Assumptions related to mortality, employee turnced future salary increases take into accounétob@omic
conditions specific to each country and company.

The assumptions used in 2009 and first-half 201Bércountries with the main plans were as follows:

France Other European countries United
(in %) States

Euro zone  United Kingdom

Discount rate 5.00% 5.00% 5.75% 6.00%
Salary increases 2.40% 2.75% to 3.25% 3.85% 3.00%
Expected return on plan assets 5.00% 3.50% to 5.25% 6.00% 8.75%
Inflation rate 1.90% 1.90% to 2.75% 3.35% 2.20%

In light of the increase in interest rates, theadist rates used to calculate pension obligaticere \adjusted at
June 30, 2010 to 4.50% for the euro zone, 5.50%hfotJnited Kingdom and 5.50% for the United Staldse
assumed United Kingdom inflation rate was also stdjg, to 2.95%. Pension obligations in these camtr
which represent around 95% of the Group’s totalgalilons, were therefore adjusted using these raesy
resulting in a €268 million increase in pensionigdtions during the period (€280 million convertadthe
period-end exchange rate).
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Sensitivity calculations were not updated at JUne2810; if they had been, the results would haentsimilar
to the analyses presented in the 2009 Annual réjpokiote 14 to the consolidated financial statetsien

Expected rates of return on plan assets are estinigt country and by plan, taking into accountdHterent
classes of assets held by the plan and the ouithothle various financial markets. The return ompasets was
a positive €176 million in first-half 2010. The rkats’ poor performance in the latter part of theiqebled to
an adjustment to the expected return, thereby dsimg the net pension obligation by €143 million
(€152 million converted at the period-end excharge).

Actuarial gains and losses

In 2006, the Group elected to apply the option laléé under IAS 19 to record in equity actuariaingaand
losses as well as the change in the asset cedaggNote 1). As a result, deferred actuarial gamislosses now
relate only to the effects of plan adjustmentst(pasvice cost).

Plan surpluses and the asset ceiling

When plan assets exceed the projected benefitatioig the excess is recognized in other non-ctiassets
under “Plan surplus” provided that it correspora$uture economic benefits. The change in the asskng is
recognized in equity.

Contributions to insured plans

This item corresponds to amounts payable in theréuto insurance companies under the externallgedn
pension plans for Group employees in Spain andewt&31 million at June 30, 2010 (December 31, 2009
€57 million).

Movements in provisions for pensions and other postmployment benefit obligations, excluding other
employee benefits

in EUR millions Projected
benefit
obligation

At January 1, 2010

Projected benefit obligation 2,687

Movements during the period

Service cost 72
Interest cost 50
Actuarial gains and losses recognized during thriod® 443
Contributions to plan assets and benefit payments 173)
Changes in Group structure 8
Other 248
Total 648

At June 30, 2010
Projected benefit obligation 3,335

* The overall impact of actuarial gains and losseequity is a decrease of €443 million before(€209 million after tax).
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NOTE 8 - CURRENT AND DEFERRED TAXES

The pre-tax income of consolidated companies felasvs:

(in EUR millions)

First-half 2010

First-half 2009

Net income 538 138
less:
Share in net income of associates 3 2
Income taxes (279) (53)
Pre-tax income of consolidated companies 814 189

Income tax expense breaks down as follows:

(in EUR millions)

First-half 2010

First-half 2009

Current taxes (307) (208)
France (35) 5
Outside France (272) (213)
Deferred taxes 28 155
France (8) (16)
Outside France 36 171
Total income tax expense (279) (53)

The effective tax rate breaks down as follows:

First-half 2010

First-half 2009

(in %)

Tax rate in France 34.4 344
Impact of tax rates outside France (1.8) 1.6
Taxable capital gains 1.2 6.3
Valuation allowance on deferred tax assets 0.1) (7.4)
Effect on deferred taxes of change in tax rate (0.8) 0.1)
Research tax credit (1.1) 3.7
Other deferred and miscellaneous taxes 2.5 3.1)
Effective tax rate 34.3 28.0

31



Saint-Gobain — Consolidated Financial Statements

In the balance sheet, changes in net deferredetaikties break down as follows:

Net deferred tax

(in EUR millions) liabilities
At January 1, 2010 245
Deferred tax expense/(benefit) (28)
Changes in deferred taxes on actuarial gains asgkforecognized in accordance with (144)
IAS 19 (Note 7)
Translation adjustments (57)
Impact of changes in Group structure and other (26)
At June 30, 2010 (10)

The table below shows the principal componentsbfleferred tax liabilities:

June 30, 2010 Dec.31, 2009

(in EUR millions)

Deferred tax assets 902 676
Deferred tax liabilities (892) (921)
Net deferred tax liability 10 (245)
Pensions 985 772
Brands (833) (805)
Depreciation & amortization, accelerated capitédvabnces and untaxed provisions (1,157) (1,051)
Tax loss carryforwards 525 360
Other 490 479
Total 10 (245)

Since January 1, 2007, deferred taxes are offsbedével of each tax entity, i.e., by tax groupene applicable
(mainly in France, the United Kingdom, Spain, Gemgahe United States and the Netherlands).

Deferred tax assets of €902 million were recogniaedune 30, 2010 (December 31, 2009: €676 million)
including €622 million in the United States. Deémstrtax liabilities recognized at June 30, 2010 amtexl to
€892 million (December 31, 2009: €921 million), luding €352 million in France and €205 million inet
United Kingdom. Deferred tax liabilities recognizéd other countries represented considerably smalle
amounts.

Deferred tax assets whose recovery is not consldprebable totaled €176 million at June 30, 2018 an
€153 million at December 31, 2009.

In France, the local business tdaxg professionnellelas been replaced, from 2010, by a new two-part ta
(contribution économique territoriale CET). The portion of the tax assessed on theevaldded by the
business dotisation sur la valeur ajoutée des enterprise€VAE) has been included in income tax for the
period in accordance with IAS 12, because it ies®sd on revenues net of expenses, particularthein
Building Distribution division, which representsughly 50% of the Group’s revenue in France. Assallteof
this accounting treatment, net deferred tax expef$€20 million was recognized in the income staatrin
first-half 2010 arising from arising from temporatiferences existing at December 31, 2009.
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NOTE 9 — OTHER CURRENT AND NON-CURRENT LIABILITIES AND
PROVISIONS

Provision for Provision for Provision for Provisions  Provisions Provisions for Investment- Total
claims and environmental restructuring for personne for customer other related
litigation risks costs costs warranties contingencies liabilities
(in EUR millions)
At January 1, 2010
Current portion 92 34 133 38 88 128 5 518
Non-current portion 1,273 133 107 44 153 328 131 2,169
Total 1,365 167 240 82 241 456 136 2,687
Movements during the period
Additions 66 5 59 15 37 22 204
Reversals 0 ) 12) ?3) (8) (21) (46)
Utilizations (56) (5) (73) (8) 7) (31) (190)
Changes in Group structure 0 0 0 0 0 3 7 10
Other (reclassifications and translation adjustraent 61 9 18 4 26 12 15 145
Total 71 7 (8) 8 38 (15) 22 123
At June 30, 2010
Current portion 107 34 108 45 95 129 12 530
Non-current portion 1,329 140 124 45 184 312 146 2,280
Total 1,436 174 232 90 279 441 158 2,810
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NOTE 10 — NET DEBT

Long- and short-term debt

Long- and short-term debt consists of the following

June 30,2010 Dec. 31, 2009
(in EUR millions)
Bond issues and Medium-Term Notes 7,140 8,151
Perpetual bonds and participating securities 203 203
Acquisition-related bank borrowings 0 0
Other long-term debt including finance leases 340 270
Debt recognized at fair value under the fair vadpéon 158 157
Fair value of interest rate hedges 32 58
Total long-term debt (excluding current portion) 7,873 8,839
Current portion of long-term debt 1,416 1,880
Short-term financing programs (US CP, Euro @&ljets de Tresorerig 0 0
Bank overdrafts and other short-term bank borrowing 779 673
Securitizations 509 321
Fair value of derivatives relating to borrowingd goalified as hedges (8) (2)
Short-term debt and bank overdrafts 1,280 992
TOTAL GROSS DEBT 10,569 11,711
Cash and cash equivalents (1,488) (3,157)
TOTAL NET DEBT, INCLUDING ACCRUED INTEREST 9,081 8,554

The fair value of gross long-term debt (includihg turrent portion) managed by Compagnie de Saiba®
amounted to €9.1 billion at June 30, 2010, for ayiag amount of €8.6 billion. The fair value of s
corresponds to the market price on the last dahefyear. For other borrowings, fair value is cdestd as

being equal to the amount repayable.
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Long-term debt repayment schedule

Long-term debt at June 30, 2010 can be analyzéallas's by maturity:

Within 1 Beyond 5
(in EUR millions) Currency year 1105 years years Tol
Bond issues and Medium-Term Notes EUR 1,099 4,267 2,142 7,508
GBP 0 0 731 731
Other 39 0 0 39
Perpetual bonds and participating securities EUR 0 0 320 203
Acquisition-related bank borrowings EUR 0 0 0 0
Other long-term debt including finance leases All currencies 89 274 64 427
Debtrecognized at fair value under the fair vadp&on EUR 0 158 0 158
Fair value of interest rate hedges EUR 0 32 0 32
TOTAL, EXCLUDING ACCRUED INTEREST 1,227 4,731 3,140 9,098

At June 30, 2010, future interest payments on gasg-term debt (including the current portion) raged by
Compagnie de Saint-Gobain were due as follows:

Within 1 1105 years Beyond 5

(in EUR millions) year years Total

Future interest payments on gross long-term debt 441 1,140 462 2,043

Interest on perpetual bonds and participating $iesiis calculated through to 2024.

Bond issues

On March 17, 2010, Compagnie de Saint-Gobain reddean €400 million bond issue that had reached
maturity.

On April 16, 2010, Saint-Gobain Nederland redeemé&d billion bond issue that had reached maturity.

Perpetual bonds

In 1985, Compagnie de Saint-Gobain issued €12%omilkorth of perpetual bonds — 25,000 bonds witaca
value of €5,000 — paying interest at a variable mtlexed to Euribor. These securities are notemdble and
the interest paid on them is reported under “Boingveosts”.

Over the years, the Group has bought back and leahcE8,496 perpetual bonds. At June 30, 2010,
6,504 perpetual bonds were outstanding, repreggeatintal face value of €33 million.
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Participating securities

In the 1980s, Compagnie de Saint-Gobain issuedB 298 non-voting participating securities indexedhe
average bond rate (TMO) and 194,633 non-voting@patting securities indexed to Euribor (minimumhese
securities are not redeemable and the interestgpailem is reported under “Borrowing costs”.

Over the years, some of these securities have imaght back by the Group. At June 30, 2010, themgarined
in circulation 606,883 TMO-indexed securities aff¢b16 Euribor-indexed securities, representinggnegate
face value of €170 million.

Interest on the 606,883 TMO-indexed securities ists1®f a fixed portion and a variable portion lthea the
Group’s earnings, subject to a cap of 1.25 timesTNO. Interest on the 77,516 Euribor-indexed s&esr
comprises (i) a fixed portion of 7.5% per year &gille to 60% of the security, and (ii) a variaplation
applicable to the remaining 40% of the securityiohtis linked to consolidated net income of thevjres year,
subject to the cap specified in the issue agreement

Financing programs

The Group has a number of medium and long-terrméimg programs (Medium Term Notes) and short-term
financing programs (Commercial Paper aBillets de Trésoreri§.

At June 30, 2010, issuance under these programasvaiows:

Programs Currency Maturities Authorized (L Outstanding issue$ Outstanding issueg
(in millions of currency program at June 30, at June 30, 2010| at Dec. 31, 2009
units) 2010
Medium Term Notes EUR 1 to 30 years 10,000 6,120 120,
US Commercial Paper usb Up to 12 months 1,000 *
Euro Commercial Paper uUsD Up to 12 monthg 1,000 *
Billets de Trésorerie EUR Up to 12 months 3,000

* Equivalent to €815 million based on the excharage at June 30, 2010.

In accordance with market practice®illets de Trésorerie Euro Commercial Paper and US Commercial
Paper are generally issued with maturities of @angix months. They are treated as variable-rat¢, thelsause
they are rolled over at frequent intervals.

Syndicated lines of credit

Compagnie de Saint-Gobain’'s US Commercial Paperp Elommercial Paper andBillets de Trésorerie
programs are backed by: i)
= a €2 billion confirmed syndicated line of credip@ing in November 2011 that is not subject to any
covenants based on financial ratios; and ii)
= a €2.5 billion syndicated line of credit obtainedJune 2009 whose main purpose is to provide a
secure source of financing for the Group and amlthti backing for its short-term financing
programs. Expiring in June 2012, this facility wasegotiated in April 2010 and extended by one
year. In addition, the amount of the facility wasluced to €2 billion in May 2010.
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The facility agreement includes a covenant stijngathat the Group’s net debt/EBITDA ratio, as
measured annually at December 31, must at all timpsesent less than 3.75. This ratio was
complied with at December 31, 2009.

Neither of the two confirmed lines of credit waswin down at June 30, 2010.

Bank overdrafts and other short-term bank borrowings

This item includes bank overdrafts; local shortytdsank borrowings taken out by subsidiaries, arutusc
interest on short-term debt.

Receivables securitization programs

The Group has set up two securitization programeutih its US subsidiary, Saint-Gobain Receivables
Corporation, and its UK subsidiary, Jewson Ltd.tNei of the programs transfer the credit risk ® fihancial
institution.

The US program amounted to €326 million at June28@p (December 31, 2009: €156 million).

The difference between the face value of the setgtivables and the sale proceeds is treated ammcial
expense, and amounted to €3.3 million in first-R28IL0 (first-half 2009: €2.5 million).

The UK program amounted to €183 million at June W0 (€165 million at December 31, 2009), and the
financial expense came to €1.1 million in the fivatf of 2010 (first-half 2009: €1.6 million).

Collateral

At June 30, 2010, €43.6 million of Group debt waswed by various non-current assets (real estale a
securities).
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NOTE 11 — FINANCIAL INSTRUMENTS

Derivatives

The following table presents a breakdown of theqgipial derivatives used by the Group:

Fair value at June 30, 2010 Nominal value brokenmbw maturity at June 30, 2010
Derivative? Derivativgs Fair value at . . Beyond 5
] . recorded in rgcordgd in Total Dec. 31, 2009 Within 1 year 1 to 5years years Total
(in EUR millions) assets liabilities
Fair value hedges
Interest rate swaps 32 0 32 4 0 1,250 1,250
Fair value hedges - total 32 0 32 4 0 1,250 0 1,250
Cash flow hedges
Forward foreign exchange contracts 2 (2) 0 0 138 1 0 139
Currency swaps 0 0 0 0 0
Currency options 1 0 1 0 9 0 0 9
Interest rate swaps 0 (64) (64) (62) 0 1,250 0 1,250
Energy and commodity swaps 10 (11) (1) (8) 111 44 0 155
Cash flow hedges - total 13 (77) (64) (70) 258 1,295 0 1355
Derivatives not qualifying for hedge accounting
Interest rate swaps 3 0 3 2 155 0 155
Currency swaps 7 (3) 4 0 1,435 15 0 1,450
Forward foreign exchange contracts 2 0 2 0 41 3 0 44
Derivatives not qualifying for hedge acco! 12 (3) 9 2 1,476 173 0 1,649
TOTAL 57 (80) (23) (64) 1,734 2,718 0 4,452
o/w derivatives used to hedge net debt 42 67) (25) ) (56 0

> Interest rate swaps

The Group uses interest rate swaps to converopés fixed (variable) rate bank debt and bondtdebvariable
(fixed) rates.

» Currency swaps

The Group uses currency swaps for day-to-day castagement purposes and, in some cases, to peennis¢hof
euro-denominated funds to finance foreign currexssets.

» Forward foreign exchange contracts and currendgrogt

Forward foreign exchange contracts and currencyormptare used to hedge foreign currency transagtion
particularly commercial transactions (purchasessates) and investments.

» Energy and commodity swaps
Energy and commodity swaps are used to hedgeskefrichanges in the price of certain purchased ims¢he

subsidiaries’ operating activities, particularlyakg fuel oil and natural gas purchases in Eurdpe United States
and Mexico as well as electricity purchases inthged Kingdom.
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Impact on equity of financial instruments qualifying for hedge accounting

At June 30, 2010, the cash flow hedging reserveethm equity in accordance with IFRS had a déhiance

of €64 million, breaking down as follows:
* €64 million unrealized gain corresponding to themeasurement at fair value of interest rate swaps
designated as cash flow hedges of interest on inié 2007 bond issue.
» €0 million unrealized gain corresponding to the @asurement at fair value of other cash flows hedges
to be reclassified to income when the hedged itffest income.

The ineffective portion of gains and losses on dksf hedges is not material.

Impact on income of financial instruments not qualiying for hedge accounting

The fair value of derivatives classified as finahassets and liabilities at fair value throughfipror loss
amounted to €9 million at June 30, 2010 (DecemtiePB09: €2 million).

Embedded derivatives

Saint-Gobain regularly analyzes its contracts ieoito separately identify financial instrumentassified as
embedded derivatives under IFRS. At June 30, 204 @mbedded derivatives deemed to be material@ipGr
level were identified.

Group debt structure

The weighted average interest rate on total defberurRS, after hedging (using currency swaps atetdst rate
swaps), was 4.9% at June 30, 2010 and 5.2% at eceh, 2009.

The average internal rates of return for the maimmonents of long-term debt before hedging werlisvs
in first-half 2010 and in 2009:

Internal rate of return on long-term debt First-half 2009
(in %) 2010
Bonds and Medium Term Notes 5.41 5.35
Perpetual bonds and participating securitieg 4.00 92 4
Acquisition-related bank borrowings - -
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The table below presents the breakdown by currandyby interest rate (fixed or variable) of the @rs gross
debt at June 30, 2010, after giving effect to ggerate swaps and currency swaps.

Gross debt denominated in foreign currencies After hedging
Variable .

(in EUR millions) rate Fixed rate Total
EUR 1,781 6,390 8,171
GBP (16) 731 715
USD 215 9 224
SEK and NOK 349 4 353
Other currencies 649 209 858
TOTAL 2,978 7,343 10,321

29% 71% 100%
Fair value of related derivatives 24
Accrued interest 224
10,569

TOTAL GROSS DEBT

Interest rate repricing schedule for debt

The table below shows the interest rate repricohgdule at June 30, 2010 for gross debt after hgdgi

Within 1 Beyond 5
(in EUR millions) year 1105 years years Total
Gross debt 4,385 3,282 2,902 10,569
Impact of interest rate swaps 0 0 0 0

GROSS DEBT AFTER HEDGING 4,385 3,282 2,902 10,569
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NOTE 12 — BUSINESS INCOME BY EXPENSE TYPE

First-half First-half

(in EUR millions) 201cC 2009

Net sales 19,529 18,715

Personnel costs

Salaries and payroll taxes (3,962) (3,859)
Share-based paymerits (22) (24)
Pensions (89) (78)

Depreciation and amortization (775) (756)

Other® (13,236) (13,068)

Operating income 1,445 930

Other business incom@

Negative goodwill recognized in income 0 0

Other business income 9 2

Restructuring costd (105) (189)

Provisions and expenses relating to claims angklfton®® (80) (52)

Impairment of assets and other business expéhses (59) (67)

Other (9) (23)

Other business expense (253) (331)

Business income 1,201 601

(@) Details of share-based payments are providéibia 13.

(b) This corresponds to the cost of goods soldhieyBuilding Distribution Sector and transport costsv
materials costs, and other production costs fordier Sectors. This item also includes net foreign
exchange gains and losses, representing a netofo§2 million in first-half 2010, compared with
€20 million in first-half 2009. In first-half 2010@esearch and development costs recorded undeatier
expenses amounted to €210 million (first-half 208200 million).

(c) In the first half of 2010, other business ineoimcluded capital gains on disposals of propetynt and
equipment and intangible assets.

(d) Restructuring costs in first-half 2010 mainbynsisted of employee termination benefits in an @amof
€67 million (first-half 2009: €153 million).

(e) In the periods presented, provisions and exggensating to claims and litigation correspondedthe

most part to asbestos-related litigation and tlowipion for the competition litigation discussedNotes
9 and 19.
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()  Impairment losses on assets and other busiegssnses in the first half of 2010 included impa&nin
losses of €7 million on goodwill (first-half 200810 million) and €48 million on property, plant and
equipment and intangible assets (first-half 20088 #nillion). The balance corresponds to impairment
losses on financial assets and current assets.

NOTE 13 — STOCK OPTION PLANS, THE GROUP SAVINGS PLAN AND
PERFORMANCE SHARE GRANTS

Stock option plans

Compagnie de Saint-Gobain has stock option plamadadle to certain employees. No stock options were
granted in the first half of 2010. Under IFRS 2 #xpense attributable to the amortization of stgutions
granted under previous plans totaled €13.2 millarthe period, versus €17 million in the firstihad 2009.

Group Savings Plan (“PEG")

The PEG Group Savings Plan is an employee stoaihase plan open to all Group employees in Frandgran
most other countries where the Group does busia#igible employees must have completed a minimiithree
months’ service with the Group. The purchase mfdbe shares, as set by the Chief Executive QOfficebehalf
of the Board of Directors, corresponds to the ayeraf the opening share prices quoted over theaiing
days preceding the pricing date.

In the first half of 2010, the Group issued 4,989,9ew shares with a par value of €4 (first-hald208,498,377
shares) to members of the PEG, for a total of €adl®n (first-half 2009: €134 million).

Under the standard plans, eligible employees imit@s where this is allowed under local law andndes are
offered the opportunity to invest in Saint-Gobémwck at a 20% discount. The stock is subject teeadr ten-year
lock-up, except following the occurrence of certairents. The compensation cost recorded in acooedarth
IFRS 2 is measured by reference to the fair vafue discount offered on restricted stock (i.e. stegbject to a
lock-up). The cost of the lock-up for the employee&efined as the cost of a two-step strategyithvatves first
selling the restricted stock forward five or teraggeand then purchasing the same number of shardee spot
market and financing the purchase with debt. Thieoladng cost is estimated at the rate that wouldhmged by a
bank to an individual with an average risk profilea general purpose five- or ten-year consunaar fepayable at
maturity (see Note 1 for details of the calculgtion

The standard plan cost recorded in the incomensgaiteamounted to €2.8 million in first-half 2010gf-half 2009:
€7 million), net of the lock-up cost for employed#<€21.1 million (first-half 2009: €31.2 million).
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The following table shows the main features of stendard plans, the amounts invested in the pladstrae

valuation assumptions applied in first-half 2016 a@609.

2010 2009
Plan characteristics
Grant date March 29 March 23
Plan duration (in years) 5o0r10 50r10
Benchmark price (in EUR) 35.87 19.74
Purchase price (in EUR) 28.70 15.80
Discount (in %) 20.00% 20.00%

(a) Total discount on the grant date (in %) 20.12% 28.11%
Employee investments (in EUR millions) 143.3 134.3
Total number of shares purchased 4,993,989 8,498,377
Valuation assumptions
Interest rate paid by employees1) 6.33% 7.09%
5-year risk-free interest rate 2.29% 2.73%
Repo rate 0.25% 1.35%

(b) Lock-up discount (in %) 17.73% 22.92%
Total cost to the Group (in %(a-b) 2.39% 5.19%

(1) A 0.5-point decline in borrowing costs for the doyee would have an impact of €2.2 million on tlirstfhalf 2010 cost as calculated in

accordance with IFRS 2.

Performance share grants

Performance share grant programs were implemeateitid first time in 2009. In the first half of 2QIno share
grants were made and the expense recognized ected2009 share grants amounted to €5.8 million.

NOTE 14 — NET FINANCIAL EXPENSE

Breakdown of other financial income and expense

First-half First-half
(in EUR millions) 2010 2009
Interest cost - pension and other post-employ menefit
obligations (231) (214)
Return on plan assets 176 167
Interest cost - pension and other post-employmentdnefit ob (55) 47)
Other financial expense (70) (39)
Other financial income 8 6
Other financial income and expense (117) (80)
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NOTE 15 — RECURRING NET INCOME — CASH FLOW FROM OPE RATIONS

— EBITDA

Recurring net income totaled €580 million in fihst 2010 (first-half 2009: €210 million). Based the weighted
average number of shares outstanding at June 307@3)208 shares in 2010 and 439,305,156 shar2@0®),

recurring earnings per share amounted to €1. lisstrhfalf 2010 and €0.48 in first-half 2009.

The difference between net income and recurring imeme (attributable to equity holders of the p8re

corresponds to the following items:

First-half First-half
(in EUR millions) 201( 2009
Net income attributable to equity holders of the paent 501 128
Less:
Gains on disposals of assets 9 2
Impairment of assets and other business expenses (59) (67)
Provision for competition litigation and other noeeurring provision charges (41) (32)
Impact of minority interests 0 0
Tax impact 12 15
Recurring netincome attributable to equity holdersof the parent 580 210

Cash flow from operations for the first half of 20amounted to €1,431 million (first-half 2009: €290million).
Excluding tax on capital gains and losses and mowrring provisions, cash flow from operations caime

€1,419 million (first-half 2009: €1,064 million).

These amounts are calculated as follows:

First-half First-half
(in EUR millions) 2010 2009
Net income attributable to equity holders of the paent 501 128
Minority interests in net income 37 10
Share in net income of associates, net of divideadsived (1) 0
Depreciation, amortization and impairment of assets 830 823
Gains and losses on disposals of assets 9) 2)
Non-recurring charges to provisions 41 32
Unrealized gains and losses arising from changésiirvalue and share-based payments 32 88
Cash flow from operations 1,431 1,079
Tax on capital gains and losses and non-recurfilagges to provisions (12) (15)
Cash flow from operations before tax on capital gais and losses and non-recurring charges
to provisions 1,419 1,064
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EBITDA amounted to €2,220 million in first-half 201first-half 2009: €1,686 million), calculatedfafiows:

First-half First-half
. - 2010 2009
(in EUR millions)
Operating income 1,445 930
Depreciation and amortization 775 756
EBITDA 2,220 1,686
NOTE 16 — EARNINGS PER SHARE
The calculation of earnings per share is showrvbelo
Adjusted net Number of Earnings per
income shares share
attributable to (in EUR)
equity holders of
(in EUR millions) the parent
First-half 2010
Weighted average number of shares outstanding 501 509,735,208 0.98
Weighted average number of shares assuming fuiticii 501 511,538,221 0.98
First-half 2009
Weighted average number of shares outstanding 128 439,305,156 0.29
128 439,442,257 0.29

Weighted average number of shares assuming fuitiolii

The weighted average number of shares outstanslicgld¢ulated by deducting treasury stock (4,626s2@®es at
June 30, 2010) from the average number of shatetnding during the period.

The weighted average number of shares assumindilfution is calculated based on the weighted aye&eraumber

of shares outstanding, assuming conversion ofilaliveé instruments. The Group’s dilutive instrunteiinclude
stock options corresponding to a weighted aver&ade863,013 shares in first-half 2010 and 137,1@fes in first-

half 2009.
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NOTE 17 — COMMITMENTS
The main changes in commitments over the firstrgixths of the year are described below:

* Obligations under finance leases
During the first half of 2010, future minimum legsyments due under finance leases fell by €24omill

» Obligations under operating leases
The Group leases equipment, vehicles and officapfaaturing and warehouse space under various aacetable
operating leases. Lease terms generally range Irém9 years. The leases contain rollover opti@ansvérying
periods of time and some include clauses coveliagolyment of real estate taxes and insuranceo$t cases,
management expects that these leases will be rolled or replaced by other leases in the normatseoof

business.

In first-half 2010, obligations under operatingdea rose by €10 million, reflecting an increas€2# million for
land and buildings, and a decrease of €13 milliorvéhicles, machinery and equipment.

* Non-cancelable purchase commitments

Non-cancelable purchase commitments include conenitsnto purchase raw materials and services, imgud
vehicle leasing commitments, and firm orders faperty, plant and equipment.

In first-half 2010, non-cancelable purchase commiitts rose by €100 million, mainly as a result ofvrmaw
materials purchase commitments.

* Guarantee commitments

In some cases, the Group grants seller's warratttiéise buyers of divested businesses. A provisiset aside
whenever a risk is identified and the related castbe estimated reliably.

The Group also receives guarantees, amounting i@ €iillion at June 30, 2010 (December 31, 2009:
€102 million).

e« Commercial commitments

Security for borrowings amounted to €37 millionJahe 30, 2010 versus €54 million at December 319.20ther
commitments given rose by €143 million at the mbeod.

At June 30, 2010, pledged assets amounted to €1ldnn{December 31, 2009: €215 million) and mainly
concerned fixed assets in India.

Guarantees given to the Group in respect of reslegaamounted to €87 million at June 30, 2010 (Bwez 31,
2009: €79 million).

NOTE 18 — RELATED-PARTY TRANSACTIONS

There were no changes during the period in traiosectvith related parties as defined in Note 2&h 2009
consolidated financial statements.
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NOTE 19 — LITIGATION

Asbestos-related litigation in France

In France, further individual lawsuits were filed first-half 2010 by former employees (or persolsnung
through them) of Everite and Saint-Gobain PAM (“graployers”) - which in the past had carried obeft
cement operations - for asbestos-related occuptidiseases, with the aim of obtaining supplemgntar
compensation over and above the amounts paid biyréreh Social Security authorities in this respAdbtal

of 711 such lawsuits have been issued againsthvedmpanies since 1996.

At June 30, 2010, 626 of these 711 lawsuits had bempleted in terms of both liability and quantumall of
these cases, the employers were held liable ogrthends of “inexcusable fault”.

Everite and Saint-Gobain PAM were held liable ty paotal amount of less than €1.3 million in comgegion
in settlement of these lawsuits.

Concerning the 85 lawsuits outstanding againstitevand Saint-Gobain PAM at June 30, 2010, the tsefi
25 have been decided but the compensation awaveésniaa yet been made, pending issue of medicaltedo

all cases, the Social Security authorities were@d to pay compensation to the victims for procaldeasons
(statute of limitations, non-opposability).

Out of the 60 remaining lawsuits, 2 were dismisiBldwing a claim made to the French Asbestos Yheti
Compensation Fund (FIVA). At June 30, 2010, thecedures relating to the merits of the other 30 casme
at different stages: 7 were being investigatedhgy French Social Security authorities and 23 wemrding
before the Social Security courts.

There were no other significant developments tanteponcerning other proceedings in progress dutfireg
period.
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Asbestos-related litigation in the United States

In the United States, several companies that orameufactured products containing asbestos suchbastas-
cement pipes, roofing products, specialized ingutadr gaskets, are facing legal action from pessather than
their employees or former employees. These claotmgdmpensatory — and in many cases punitive — gama
are based on alleged exposure to the productsuglthin many instances the claimants cannot dematestny
specific exposure to one or more products, or gn@cific iliness or physical disability. The vast jority of
these claims are made simultaneously against mtrgr @on-Group entities that have been manufacturer
distributors, installers or users of products ciimg asbestos.

The estimated number of new asbestos-related cldliedsagainst CertainTeed in the United Statethafirst
half of 2010 came to approximately 2,000. On dimgl 12 month basis, new claims remain stable at
approximately 4,000 at end-June 2010 compared@d4nd-December 2009 and 4,000 end-June 20089.
Some 2,000 claims were settled out of court in fir& six months of 2010. Some 64,000 claims were
outstanding at June 30, 2010 — unchanged versusniier 31, 2009 (64,000) and a slight decrease sersu
December 31, 2008 (68,000).

An additional estimated provision of €37.5 millildSD 50 million) was recorded in the consolidateghcial
statements for the first half of 2010 in relationQertainTeed’s asbestos claims. As in every yieae2002, a
precise assessment of the provision required &ofutt year will be performed at the year-end.

Total compensation paid during the twelve-monthqaeending June 30, 2010 for claims against CeFeea
(including claims settled prior to June 30, 2009 baly paid during the past twelve months), as veall
compensation paid (net of insurance coverage) duhia twelve-month period ending June 30, 2010thgro
U.S. Group businesses involved in asbestos lingaamounted to about €69 million (USD 96 milliomgrsus
€55 million (USD 77 million) in 2009.

*k%k

In Brazil, former Group employees suffering frombestos-related occupational illness are offereteeit
exclusively financial compensation or lifetime mediassistance combined with financial compensatinly
a small number of asbestos-related lawsuits wetstamding at June 30, 2010, and they do not represe
material risk for the companies concerned.

*k%k

Ruling by the European Commission following the inestigation into the construction glass and automote
glass industries

In November 2007 and 2008, the European Commissismed its decisions concerning, respectively, the
construction glass industry and the automotivesgliagustry.

In the November 28, 2007 decision concerning itges$tigation into construction glass manufacturéns,
European Commission held that Saint-Gobain Glaasder had violated Article 81 of the Treaty of Roamel
fined the company €133.9 million. Compagnie de S@iobain was held jointly and severally liable toe
payment of this amount. Compagnie de Saint-GobaihSaint-Gobain Glass France decided not to appisal
decision and the fine was paid on March 3, 2008.

In the November 12, 2008 decision concerning itgestigation into automotive glass manufacturers, th
European Commission held that Saint-Gobain Glassider, Saint-Gobain Sekurit France and Saint-Gobain
Sekurit Deutschland Gmbh had violated Article 81tloé Treaty of Rome and fined them €896 million.
Compagnie de Saint-Gobain was named as beingyj@nt severally liable for the payment of this amtou

The companies concerned believe the fine is exaessid disproportionate, and have appealed theideci
before the Court of First Instance of the Europ@ammunities.
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The European Commission has granted them a stagyofient until the appeal has been heard, in exehfamg
a bond covering the €896 million fine and the eainterest, calculated at the rate of 5.25% froardid 9,
2009. The necessary steps were taken to set upah@within the required timeframe.

As a result of these developments, a €991 millimvigion was set aside at December 31, 2009 tordinee
entire €896 million fine, together with the costtbé bond, the estimated legal costs and intecestiad over
the appeal period, i.e. since March 9, 2009, andl imereased at June 30, 2010 to €1,010 milliorot@cthe
additional accrued interest and the bond feedfitst half of 2010.

The appeal against the November 12, 2008 decisi@urrently pending before the Court of First Ins& of
the European Communities.
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Note 20 —- SEGMENT REPORTING

Segment information by sector and division

Segment information is presented as follows:

* Innovative Materials (IM) Sector

> Flat Glass
> High-Performance Materials (HPM)
»  Construction Products (CP) Sector
> Interior Solutions: Insulation and Gypsum
> Exterior Solutions: Industrial Mortars, Pipe anddfior Fittings

* Building Distribution Sector
» Packaging Sector

Management uses several different internal indisatm measure operational performance and to nesdaurce
allocation decisions. These indicators are baseti@data used to prepare the consolidated finkstaitements
and meet financial reporting requirements. Intragr@‘internal”) sales are generally carried outtba same
terms as sales to external customers and are ali@airin consolidation. The accounting policies usexlthe

same as those applied for consolidated financeirtang purposes, as described in Note 1.

INNOVATIVE MATERIALS CONSTRUCTION PRODUCTS DISB19R"I_§LIJ':‘I'GION J\e el e | Other* | Total
(in EUR millions)
Flat High S:g:rma;_‘nt Interior | Exterior Sieng:ﬁ;ent
First-half 2010 Glass l:"'}rfom.]anceEIiminatio Total Solutions| Solutions|Eliminatio Total
Materials s s
External sales 2,518 1,949 4,467 2,263 2,717 4,080 8|320 7601, 2 19,529
Internal sales 19 61 ap) 68 212 186 L6) 442 2 (812)
Net sale 2,537 2,010 (12) 4,53 2,535 2,903 (16) 54p2 8,B22 1760  0)(5119,529
Operating income/(loss) 199 272 471 173 376 54p 197 237 1 1,445
Business income/(loss) 153 229 382 122 361 48B 140 217 “1) 1,201
Share in net income/(loss) of
associates 1 1 0 2 3
Depreciation and amortization 153 91 244 168 94 26p 139 117 13 775
Impairment of asse 3 23 26 11| 1| 12 13 4 55
Capital expenditure 116 35 151 43 54 9 66 114 7 435
Cash flow from operations 463 403 149 250 166 1,431
EBITDA 352 363 715 341 470 81fL 3396 344 4 2,220

*“Other” corresponds to a) the elimination of agroup transactions for internal sales and b) hgldompany transactions for the other captions.
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INNOVATIVE MATERIALS CONSTRUCTION PRODUCTS DISB%'I-:L'J':_GDN J\e el e | Other* | Total
(in EUR millions)
Flat High S:g;rma;_‘nt Interior | Exterior Sieng:ﬁ;ent
First-half 2009 Glass l:"'}rfom.]anceEIiminatio Total Solutions| Solutions|Eliminatio Total
Materials s s
External sales 2,17y 1,544 3,741 2,269 2,517 4,786 8]443 7441, 1 18,715
Internal sales 21 47 n 6L 270 193 (16) a7 2 0 (310) 0
Net sale 2,198 1,611 @ 3,80 2,539 2,710 (16) 5,283 8,445 1,744 ){5028,715
Operating income/(loss) 13 88 101 171 303 474 116 243 6 980
Business income/(loss) (98) 40 (58 139 281 42 7L 218 Ho) 601
Share in net income/(loss) of
associates 0 0 0 0 0 0 1 il 0 2
Depreciation and amortization 143 91 234 1685 97 25¢Y 141 111 13 756
Impairment of asse 13 11 24 15 7 24 7 14 6[7
Capital expenditure 150 59 209 90 48 13 7B 9% 7 526
Cash flow from operations 123 332 80 260 284 1,079
EBITDA 156 179 335 336 395 731 247 344 9 1,686

*“Other” corresponds to a) the elimination of agroup transactions for internal sales and b) hgldompany transactions for the other captions.

Information by geographic area

Other Western Emerging
France European |North America| countries and| Internal sales TOTAL
(in EUR millions) countries Asia
First-half 2010
Net sale 5,786 8,161 2,846 3,631 (89p) 19,529
Capital expenditure 79 134 6/6 156 435
Other Western Emerging
France European |North America| countries and| Internal sales TOTAL
(in EUR millions) countries Asia
First-half 2009
Net sale 5,895 8,099 2,501 2,948 (72B) 18,715
Capital expenditure 113 174 74 165 526
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NOTE 21 — PRINCIPAL FULLY CONSOLIDATED COMPANIES

The table below shows the Group’s principal comisdéd companies, typically those with net annukgssaf
over €100 million.

INNOVATIVE MATERIALS SECTOR

FLAT GLASS
Saint-Gobain Glass France France 100.00%
Saint-Gobain Sekurit France France 100.00%
Saint-Gobain Glass Logistics France 100.00%
Saint-Gobain Sekurit Deutschland GmbH & CO Kg Genpnan 99.92%
Saint-Gobain Glass Deutschland GmbH Germany 99.92%
SG Deutsche Glas GmbH Germany 99.92%
Saint-Gobain Glass Benelux Belgium 99.80%
Saint-Gobain Sekurit Benelux SA Belgium 99.92%
Saint-Gobain Autover Distribution SA Belgium 99.92%
Koninklijke Saint-Gobain Glass Netherlands 100.00%
Saint-Gobain Glass Polska Sp Zoo Poland 99.92%
Saint-Gobain Sekurit Hanglas Polska Sp. Z 0.0 Poland 97.55%
Cebrace Cristal Plano Ltda Brazil 50.00%
Saint-Gobain Do Brazil Ltda Brazil 100.00%
Saint-Gobain Cristaleria SA Spain 99.83%
Solaglas Ltd United Kingdom 99.97%
Saint-Gobain Glass UK Limited United Kingdom 99.97%
Saint-Gobain Glass ltalia Italy 100.00%
Saint-Gobain Sekurit Italia Italy 100.00%
Hankuk Glass Industries South Korea 80.47%
Hankuk Sekurit Limited South Korea 90.11%
Saint-Gobain Glass India India 98.22%
Saint-Gobain Glass Mexico Mexico 99.83%

HIGH PERFORMANCE MATERIALS
Saint-Gobain Abrasifs France 99.93%
Société Européenne des Produits Réfractaires France 100.00%
Saint-Gobain Abrasives Gmbh Germany 100.00%
Saint-Gobain Abrasives Inc. United States 100.00%
Saint-Gobain Ceramics & Plastics Inc. United States 00.00%
Saint-Gobain Performance Plastics Corp. United State 100.00%
SG Abrasives Canada Inc Canada 100.00%
Saint-Gobain Abrasivi Italy 99.93%
SEPR ltalia Italy 100.00%
Saint-Gobain Abrasivos Brasil Ltda Brazil 100.00%
Saint-Gobain Abrasives BV Netherlands 100.00%
Saint-Gobain Abrasives Ltd United Kingdom 99.97%
Saint-Gobain Vertex SRO Czech Republic 100.00%
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CONSTRUCTION PRODUCTS SECTOR

INTERIOR SOLUTIONS

Saint-Gobain Isover France 100.00%
Saint-Gobain Isover G+H A Germany 99.91%
Saint-Gobain Gyproc Belgium NV Belgium 100.00%
CertainTeed Corporation United States 100.00%
Saint-Gobain Isover AB Sweden 100.00%
Saint-Gobain Ecophon Group Sweden 100.00%
Saint-Gobain Construction Product Russia Insulation  Russia 100.00%
BPB Plc United Kingdom 100.00%
Certain Teed Gypsum & Ceillings USA United States 0006
Certain Teed Gypsum Canada Inc Canada 100.00%
Saint-Gobain Gyproc South Africa South Africa 100.00%
Saint-Gobain Placo Iberica Spain 99.83%
Saint-Gobain PPC ltalia SpA ltaly 100.00%
British Gypsum Ltd United Kingdom 100.00%
Gypsum industries Ltd Ireland 100.00%
Placoplatre SA France 99.75%
Rigips GmbH Germany 100.00%
Thai Gypsum Products PLC Thailand 99.66%
Mag Japon Japan 87.35%
EXTERIOR SOLUTIONS
Saint-Gobain Weber France 99.99%
Saint-Gobain Do Brazil Ltda Brazil 100.00%
Saint-Gobain Weber Cemarksa SA Spain 99.83%
Maxit Group AB Sweden 100.00%
Saint-Gobain Weber AG Switzerland 100.00%
Saint-Gobain Weber Germany Germany 99.99%
CertainTeed Corporation United States 100.00%
Saint-Gobain PAM SA France 100.00%
Saint-Gobain PAM Deutschland GmbH Germany 100.00%
Saint-Gobain PAM UK Limited United Kingdom 99.97%
Saint-Gobain PAM Espana SA Spain 99.83%
Saint-Gobain PAM ltalias.p.a Italy 100.00%
Saint-Gobain Canalizagao SA Brazil 100.00%
Saint-Gobain Xuzhou Pipe Co Ltd China 100.00%
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BUILDING DISTRIBUTION SECTOR

Distribution Sanitaire Chauffage France 100.00%
Lapeyre France 100.00%
Point.P France 100.00%
Saint-Gobain Distribucion y Construccion Spain 99.83%
Saint-Gobain Building Distribution Deutschland GmbH Germany 100.00%
Saint-Gobain Building Distribution Ltd United Kingdo 99.97%
Saint-Gobain Distribution The Netherlands BV Nethads 100.00%
Saint-Gobain Distribution Nordic AB Sweden 100.00%
Optimera AS Norway 100.00%
Optimera Danmark A/S Denmark 100.00%
Sanitas Troesch Switzerland 100.00%
Norandex Building Material Distribution Inc United&es 100.00%

PACKAGING SECTOR

Saint-Gobain Emballage France 100.00%
Saint-Gobain Vidros SA Brazil 100.00%
Saint-Gobain Oberland AG Germany 96.67%
Saint-Gobain Vicasa SA Spain 99.75%
Saint-Gobain Containers Inc. United States 100.00%

Saint-Gobain Vetri SpA Italy 99.99%
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NOTE 22 — SUBSEQUENT EVENTS

None.
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