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Business report

Accounting rules and methods

In accordance with EU regulation 1606/2002 of JU® 2002 on international accounting standards,cthesolidated
financial statements for the period to June 30,42Gave been prepared under international accourgiagdards
(IAS/IFRS) published by IASB, as applicable at ttiége and as approved by the European Union dtatamce sheet date.
The consolidated half-year financial statementsehbeen prepared in accordance with IAS 34 ("Intefimancial
reporting”). The consolidated half-year financidghtements, presented in summary form, do not congdli of the
information and notes provided in the full-yearafirtial statements. They should therefore be regthiallel with the
Group's consolidated financial statements to Deegr8h, 2013.

N.B. Mercialys pre-empted the implementation of IFRS ID,and 12 for the year ended December 31, 20ahtly
controlled subsidiaries (SCI Geispolsheim and CoAsset Management), which were previously proposily
consolidated, qualify as associated companies dimetk by IFRS 11 and have therefore been conselilander the
equity methodFigures for the first half 2013 have been adjugtegrovide a comparable information.

1.1.Financial statements

Audit procedures have been conducted by the Statétaditors. Finalization of the Statutory Auditbrsport on the
consolidated financial statements is in progress.

1.1.1 Consolidated income statement

in thousands of euros

From January 1 to
June 30, 2013* (**)

From January 1 to
June 30, 2014*

Rental revenues 76,680 78,131
Non-recovered property taxes (61) -
Non-recovered service charges (2,801) (2,105)
Property operating expenses (3,205) (2,271)
Net rental income 71,613 73,755
Management, administration and other activitie®me 1,984 1,522
Property development margin 1,649 -
Other income 472 345
Other expenses (3,299) (3,585)
Staff costs (4,186) (4,950)
Depreciation and amortization (11,632) (11,999)
Allowance for provisions for liabilities and chasge 53 736
Other operating income 138,380 174,676
Other operating expenses (91,662) (117,121)
Operating income 103,371 113,379
Revenues from cash and cash equivalents 449 77
Cost of debt, gross (17,439) (14,352)
Cost of debt, net (16,990) (14,275)
Other financial income 1,658 4,916
Other financial expenses (1,212) (1,070)
Net financial items (16,544) (10,429)
Tax 288 30
Share of net income of associated companies 217 608
Net income from consolidated companies 87,332 103,588
Attributable to minority interests (25) (24)
Attributable to Group equity holders 87,308 103,564
Earnings per share (in eurosf"

Earnings per share attributable to Group equitdéd (in euros) 0.95 1.13
Diluted earnings per share attributable to Grougtgdpolders (in euros) 0.95 1.13

(*) A limited review of these financial statememias performed by the Statutory Auditors.

(**) Adjusted data, see Nota above

(1) Based on the weighted average number of outstarstiiages over the period, adjusted for treasury sbiavéeighted average
number of shares (non-diluted = fully-diluted) ainé& 30, 2014 = 91,806,777 shares (since the bdmares plans are covered

by treasury shares)

-2 -



1.1.2 Consolidated balance sheet

Assets

(in thousands of euros) 12/31/2013 06/30/2014*
Intangible asse 1,022 91¢
Properly, plant and equipment other than investmesyperly 49¢ 467
Investment proper 1,423,46: 1,524,658
Investments in associates 21,40¢ 20,596
Other nor-current asse 20,70: 33,538
Deferred tax assets 578 1,787
Total non-current assets 1,467,670 1,581,965
Trade receivable 21,71¢ 25,50¢
Other current assets 41,794 43,892
Cash and cash equivnts 15,79¢ 6,592
Investment property held for se 27,647 18,79
Current assets 106,952 94,785
TOTAL ASSETS 1,574,621 1,676,750
Equity and liabilities

(in thousands of euros) 12/31/2013 06/30/2014*
Share capit: 92,04¢ 92,04¢
Reserves related to share cay 482,83t 482,83t
Consolidated reserv 162,00t 163,67
Net income attributable to Group equity holc 123,35: 103,56¢
Dividends (120,320 (75,293
Equity attributable to Group equity holders 739,922 766,833
Minority interests 43€ 46C
Total equity 740,358 767,294
Non-current provisior 231 24¢
Non-current financial liabilitie 747,10¢ 763,33
Deposits and guarante 21,88: 22,30:
Non-current tax liabilities and deferred tax liabild 562 7
Non-current liabilities 769,785 785,891
Trade payable 11,26¢ 15,23:
Current financial liabilities (2 27,04« 82,88¢
Shor-term provision 1,692 1,71¢
Other current liabilitie 24,47 23,38t
Current tax liabilitie 7 347
Current liabilities 64,478 123,565
TOTAL EQUITY AND LIABILITIES 1,574,621 1,676,750

(*) A limited review of these financial statememtas performed by the Statutory Auditors.

(1) Mercialys holds a stake in the company cre@egartnership with Amundi, to which four propestievere transferred in April 2013. This stake is
accounted for in Mercialys' consolidated finanstatements using the equity method.

(2) The increase in current financial liabilitiasises from the issue of commercial paper in thet faalf of 2014. Commercial paper outstanding
amounted to Euro 65.5 million at June 30, 2014.



1.1.3 Consolidated cash flow statement

(in thousands of euros)

06/30/2013* 06/30/2014*
Net income attributable to Group equity holc 87,30¢ 103,56«
Net income attributable to minority intere 25 24
Net income from consolidated companies 87,332 103,588
Depreciation, amortization, impairment allowanced provisions net of revers 13,75 12,48¢
Unrealized gains and losses relating to chang&srinalue 42¢ 721
Income and charges relating to st options and simil: 182 19¢
Other income and charges (1,478 2,297
Income from asset sa (48,699 (65,610)
Share of net income of associated comp: (217, (608
Dividends received from associated compe 107 1,502
Cash flow 51,40¢ 54,57+
Cost of net debt (excluding changes in fair valug @mortization) 14,221 13,073
Tax charge (including deferred t: (288 (30)
Cash flow before cost of net debt and te 65,34: 67,61’
Tax paymeni (3,808 2,051
Change in working capital requiremeelating to operation(excluding deposits&guaranteds) (5,113 (15,863
Change in deposits and guaran (1,278 42C
Net cash flow from operating activitie: 55,14: 54,22¢
Cash payments on acquisition of investment propartlyother fixed asst (7,863 (42,810
Cash payments on acquisition of -current financial asse (15) (323
Cash receipts on disposal of investment propertyodiner no--current asse (4) 145,10( 7,71¢
Cash receipts on disposal of I-current financial asse 43¢ 4,792
Impact of changes in the scope of consolidation alidnge of ownership ( (10,921
Impact of changes in the scope of consolidatioh wisociated companies (70)
Net cash flow from investing activitie: 137,66 (41,616
Dividend payments to shaiolders (89,085 (75,293
Interim dividend paymen (31,235 -
Dividend payments to minority intere (53) -
Changes in treasury sha (1,337 (248
Increas in financial liabilities (f) 185,50(
Deciease in financial liabilities ) (156,959 (120,(00)
Net cost of del (30,817 (16,528
Net cash flow from financing activities (309,485 (26,569
Change in cash positio (116,682 (13,960
Opening cash positit 203,38: 10,47¢
Closing cash positic 86,70( (3,481
Cash and cash equivale 87,07: 6,592
Bank facilitie 372 (10,073
(*) A limited review of these financial statememias performed by the Statutory Auditors.
(1) Other income and charges comprise primarily:
Lease rights received and spread out over tim of the leas (2,609 974,
Discounting adjustments to constructiasés (252) (266)
Financial expense charged over several pe 34: 79
Costs associated with asset sales 575 3,440
(2) The change in working capitiequirement breaks down as follov (5,113) (15,863)
Trade receivables 2,102 (3,792)
Trade payables (1,27) 4,25(
Other receivables and payables 2,831 (16,039)
Property development liabiliti (282
Inventories on property development (8,774)

(3) The Group paid Euro 10,921 thousand for shiarégnouillet Immobilier.

(4) Cash payments and cash receipts on acquisitidndisposal of assets are limited due to the Ifgal of the contracts (exchange of assets) that

generated the payment and receipt of a balanciygeat for each contract.

(5) In the first half of 2014, Mercialys issued BU85.5 million of commercial paper and repaid EL20 million of commercial paper, resulting in Euro

65.5 million of commercial paper outstanding ate]@0, 2014.



2. Main highlights of first half of 2014

Start of development at the Toulouse Fenouillet regional shopping mall

Within Mercialys' strategy to develop global andque retail venues, aimed at offering all formsofmmerce on a single
site — a food store and "traditional" retail owletithin a shopping mall or retail park, distinéiwffering including

everyday services and restaurants open 7 daysla e@aplemented by a diversified offering of cadeaking activities —
Mercialys has launched a project to redevelop amehd its Toulouse Fenouillet site in order to &fanm it into a leading
regional shopping mall in the Toulouse area.

This regional shopping mall will become the largsigt in the Mercialys portfolio with an estimategdpraisal value of
Euro 240 million.

This project will be completed in two phases:

- creation of a retail park comprising 9 medium-siztares, adjacent to the existing site, with a GifA24,400 m?2.
Work will start this summer. The opening of thitaikpark is scheduled in the spring of 2015.

- extension of the existing shopping mall and redswalent of part of the large food store: 13 new medsized stores
and 47 new small stores will be developed acrdssaharea 24,300 m2, along with 13 restaurantgs $&cond phase
is due to open in the fall of 2016.

The project represents an estimated investmentiaf ES0 million including Euro 58 million alreadyvested.

After those two phases are complete, the Touloes®illet regional shopping mall will comprise mdhan 120 stores
and one hypermarket with total floorspace of 70,6®0 The retail park, the shopping mall and hypekeawill also
feature a leisure area and an outdoor food cohe. complex will be enhanced by 1,500-2,000 m2 atspfor additional
services and casual retailers, both inside the amallin the outside car parks.

Ten projectsto be completed in 2014, including threein thefirst half of 2014

In the first half of 2014, redevelopment and exi@mgprograms continued, with the completion of éhpojects: a retail
park in Albertville, a shopping mall extension imnester and the first phase of a shopping mallnsidga in Aix-en-

Provence.

At the same time, works were underway on sevenr abes, with the completion of projects schedutethe second half
of 2014.

These developments represent 116 new stores,-gefullrental value of Euro 8.1 million and a GLA 28,100 m2 of
newly created or redeveloped space, for a totastment of Euro 110 million.

These investments are helping to make the Compahg[sping malls more attractive and to diversi§yaffering, and will
be accompanied by the development of the casusihigactivity.

Launch of four new development projects and acquisition of a portfolio of service and
restaurant areas for Euro 144 million

In the first half of 2014, Mercialys launched nevejpcts to transform its shopping malls, aimingristall new stores in
food storage areas, and to develop new retail aneadsting sites, in line with its strategy ofvddéoping global and unique
retail venues.

As part of this effort, Mercialys bought from Casithe freeholds of four large food stores in thistfhalf of 2014, along
with a portfolio of service and restaurant areasaftotal of Euro 144 million including transfexés.

Ongoing disposals of non-core assets: 11 assets and an investment stake sold in the first half
of 2014 for Euro 179 million

In the first half of 2014, Mercialys sold:

- 11 mature assets, including five large food st@eguired in 2009 and six standalone lots, for altof Euro 174
million including transfer taxes;

- A non-core investment stake held in GreenYellowdmpany that develops photovoltaic power units)aioramount
of Euro 4.8 million.

These transactions represent a continuation o€dmpany's policy of selling non-core assets.

The disposals also helped financed Mercialys' aitipris during the first half of 2014.



3. Review of activity and consolidated results

Summary of the main key indicatorsfor the period

June 30, 2014

Organic growth in invoiced rents +3.0%

EBITDA " Euro 67.1m
EBITDA/Rental revenues 86%
Adjusted EBITDA/Rental revenues 86%

Funds from Operations (FFOY) per share Euro 0.63

Market value of portfolio (including transfer taxes) Euro 2.6bn
Change vs 12/31/2013 (total scope) +4.7%
Change vs. 12/31/2013 (like-for-like) +3.3%

Net asset valudincluding transfer taxeger share Euro 19.53
Change vs. 12/31/2013 +2.6%

Net asset valudexcl. transfer taxeger share Euro 17.91
Change vs. 12/31/2013 +1.5%
Loan to Value (LTV) 33.7%

3.1Rental income and structure of leases

3.1.1 Invoiced rents, rental revenues and net rentétncome

Rental revenues mainly comprisent invoiced by the Company plus a smaller contribution fromséeaights paid by
some tenants deferred over the firm period of ¢lasé.

Invoiced rents totale@uro 76.0 million in the first half of 2014, uB.9%, due in particular to organic growth in the first
half of 2014.

(in thousands of euros) First half First half First half
2013 2013 2014
(disclosed) (proforma)
Invoiced rent 73,193 73,187 76,00¢
Lease rights 3,493 3,493 2,125
Rental revenues 76,685 76,680 78,131
Non-recovered service charges and property taxes ,8672)1 (1,862) (2,105)
Property operating expenses (3,100) (3,205) (2,271)
Net rental income 71,723 71,613 73,755

Growth in invoiced rents in the first half of 20l&s driven by:

- strong organic growth in invoiced rents: a pesitimpact of+3.0 pointsor Euro +2.2 million, including +2.6 points
arising from action taken on the lease portfolid &0.4 points relating to indexatian

- the addition of projects completed in 2013 andi®@long with the freeholds of large food storeguired in the first half
of 2014: a positive impact 6f6.6 pointsor Euro +4.8 million on invoiced rent growth.

- the impact of asset disposals in 2013 and 20Mchwveduced the rental base with a negative imphes.1 pointsor
Euro -4.5 million.

- other effects, mainly non-recurring income imealoduring the first-half period, along with strategacancies related to
redevelopment programs: positive impact6f4 pointsor Euro +0.3 million.

*Earnings before interest, taxes, depreciation, timation and other operating income and expenses

2 Operating income before depreciation, amortizatimmyvisions and other operating income and expead@ssted for non-recurring items, i.e. the
development margin and non-recurring fees relatinthe Bordeaux-Pessac extension and the “Fon€iéremercante” (“Think and act as a retailer”)
fees. There were no non-recurring items in the ffiadf of 2014.

®Funds from operations - net income attributabl€toup equity holders before depreciation, amoitiraimpairment and disposal gains

4 In 2014, for the majority of leases, rents wereeiel either to the change in the constructionioostx (CCI) or to the change in the retail renteind
(ILC) between the second quarter of 2012 and thersbquarter of 2013 (respectively +0.79% and )74
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Rental revenuesalso include lease rights paid by tenants uponisiga new lease and despecialization indemnitiés pa
by tenants that change their business activitynguttie course of the lease.

In the first half of 2014, rental revenues cam&tioo 78.1 millionup +1.9% relative to the first half of 2013.

Lease rights and despecialization indemnitieseceived during the first half of 2014 amountedBaro 1.2 million,
compared with Euro 1.1 million in the first half 2§13, breaking down as follows:
- Euro 1.0 million in lease rights relating to ordipaeletting activities (compared with Euro 0.9 lioih in the first
half of 2013);
- Euro 0.2 million in lease rights relating primartly the letting of the extensions of Albertville tBi¢é Park and
Lanester, completed during the first half of 20&dnipared with Euro 0.2 million in the first half 2013 relating
chiefly to the extension of the Ste Marie de La iitén site).

After the impact of deferrals required under IFRR@se rights recognized in the first half of 20athked Euro 2.1 million,
compared with Euro 3.5 million in the first half @13. The figure for the first half of 2013 inckdl the gradual
recognition of large key money payments receiveithénthree previous years.

Net rental income

Net rental income consists of rental revenuesdesss directly allocated to real estate assetss&hests include property
taxes and service charges that are not rebilléehniants, together with property operating expensk&h mainly comprise
fees paid to the property manager that are noliedkand various charges relating directly to tperation of sites.

Costs included in the calculation of net rentabime came to Euro 4.4 million in the first half @12 compared with Euro
5.1 million in the first half of 2013, a decreade18.6%.

The first-half 2013 figure was adversely affected fon-recurring site maintenance charges totalingoED.2 million.
There was non-recurring income of Euro 0.2 millianthe first half of 2014, arising from the favolatmutcome of a
property-related dispute.

The non-recovered property operating expenseskeadoients ratio stood at 5.8% in the first hal6fL4 compared with
6.9% in the first half of 2013.

Due to the increase in invoiced rents, net remteabine came to Euro 73.8 million in the first halfa014, up +3.0%
compared with Euro 71.6 million in the first haff2013.

3.1.2 Main management indicators

>» Despite a weak operating environment, footfalMercialys' major shopping malls were positive ir tlirst half of
2014, rising +1.3% (compared to a -0.2% cumulaf@ieacross all malls in the same period accordinthe CNCC panel).
At the same time, neighborhood shopping matlshe segment in which Mercialys has the strongessence — saw a
+0.7% increase on a cumulative basis to end-May# 201

Against this backdrop, Mercialys performed wellttwits major shopping malls achieving stronger bess growth than
the broad market. Tenants posted cumulative satestly of +1.6% to end-May 2014 relative to thetfiise months of
2013, thanks to the mix within its lease portfolagst of which is exposed to the most resilientiess sectors, as well as
its long-standing positioning in neighborhood shagpmalls.

» Reletting, renewal and letting of new propertiesnained robust in the first half of 2014, with 1lighses signed
(compared with 149 in the first half of 2013):
- 140 in respect of renewals and relets (compaiiéid 105 leases signed in the first half of 2013ithvgrowth in
the annualized rental base of +18% and +29% respgc{vacant basis at the last known rent); and
- 31 in respect of new properties under developr@rhpared with 44 leases signed in the first bB#013).

> At the end of June 2014, Mercialys had a highlle¥expired leases, allowing it to continue with efforts to create
value from the portfolio over the next few years.

» The recovery rate over 12 months remained stal$@.6%.

» The number of tenants in liquidation remained kwJune 30, 2014: 26 tenants out of 2,170 leasdiportfolio at
June 30, 2014.

® CNCC index - Neighborhood shopping malls, comparabbpe - Cumulative to end-May 2014
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» The current vacancy rate - which excludes "stiategicancies designed to facilitate redevelopnpdgms - remained at
a low level. It was 2.5% at June 30, 2014, compavigdl 2.6% at December 31, 2013 and June 30, 2013.
The total vacancy ratevas 4.0% at June 30, 2014, stable relative to Dbeesil, 2013.

> The occupancy cost rafitor tenants stood at 10.1% in large shopping matishanged compared with December 31,
2013.

This ratio is still relatively low compared withahof Mercialys' peers. This reflects both the opable level of real estate
costs in retailers' operating accounts and thenpiatefor increasing rent levels upon lease renewakdevelopment of the
premises.

» Rents received by Mercialys come from a very wiglege of retailers. With the exception of Café®iGasino (5%),

Casino (13%), H&M (3%) and Feu Vert (3%), no tenaapresents more than 2% of total rents. Casinouated for 18%
of total rents at June 30, 2014, stable relatiieé¢oember 31, 2013.

The table below shows a breakdown of rents betwaénnal and local brands on an annualized basis:

Number of leases GMR*+ annual 06/30/2014 12/31/2013
variable % %
06/30/2014
(in millions of
euros)

National brands 1,382 87.5 64% 63%
Local brands 675 25.4 18% 19%
Cafeterias Casino / Self-service restaurants 55 7.4 % 5 5%
Other Casino Group brands 58 17.2 13% 12%
Total 2,170 1375 100% 100%

*GMR = Guaranteed minimum rent

The breakdown of Mercialys' rental income by busingector also remained highly diversified.

Breakdown of rental income by business sector — %fo 06/30/2014 12/31/2013
rental income

Personal items 34.4% 34.0%
Food and catering 11.7% 11.6%
Household equipment 8.1% 8.2%
Beauty and health 12.9% 13.0%
Culture, gifts and leisure 14.7% 14.8%
Services 3.6% 3.7%
Large food stores 14.6% 14.6%
Total 100.0% 100.0%

The structure of rental revenue at June 30, 20iraced the dominant share, in terms of rent, as&s with a variable
component.

Number of In millions of 06/30/2014 12/31/2013
leases euros
Leases with variable component 1,240 89.4 65% 65%
- of which guaranteed minimum rent 88.4 64% 64%
- of which variable rent 11 1% 1%
Leases without variable component 930 48.0 35% 35%
Total 2,170 137.5 100% 100%

The proportion of leases with a variable comporaeniune 30, 2014 was stable relative to DecembgeP@13, having
increased steadily during previous years, mainlg essult of the inclusion of new leases with dalde rent component in
the portfolio.

% [Rental value of vacant units/(annualized guamshteinimum rent on occupied units + rental valuevaxtant units)] in accordance with the EPRA

calculation method
" Ratio between rent and service charges paid biadereand retail sales (rent + charges includag/tenant's retail sales gross of tax
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Leases linked to the ILC index (retail rent indengde up most of rents in the first half of 2014:

Number of In millions of 06/30/2014 12/31/2013
leases euros % %
Leases linked to the ILC index 1,357 111.6 81% 75%
Leases linked to the CCI index 804 25.9 19% 25%
Leases linked to the ILAT index 9 - - -
Total 2,170 137.5 100% 100%

3.2 Management revenues, operating costs and opdraj income

Revenue from management, administration and other@ivities

Revenue from management, administration and otbvitees comprises primarily fees charged in respaf services
provided by certain Mercialys staff - whether witlthe framework of advisory services provided by @isset management
team, which works on a cross-functional basis foerdalys and the Casino Group, or as part of shgpphall
management services provided by teams - as weletting, asset management and advisory fees rglatnthe
partnerships formed with Union Investment and Anidmimobilier.

Fees charged in the first half of 2014 came to Husomillion compared with Euro 2.0 million in tffiest half of 2013.

In the first half of 2013, Mercialys received adllital revenue relative to the first half of 2014ir& 0.2 million of non-
recurring consultancy fees received as part ofpéwenership with OPCI UIR, and Euro 0.4 million @venue from
services provided as part of the "Fonciere Comnmtelabusiness.

Property development margin

In 2011, Mercialys and Union Investment - a fundhager highly active in the real estate market ateré an OPCI fund
designed to invest in mature retail properties. Tined is 80%-owned by Union Investment and 20% bgrdialys.

Mercialys operates the fund and is in charge oétasgmnagement and lettings. In 2011, the fund aeduan asset in
Bordeaux-Pessac. Mercialys developed an extensitdhet shopping mall concept comprising 30 new stondich was
delivered to the fund in late November 2012.

In the first half of 2013, Mercialys recognized additional margin of Euro 1.6 million correspondiegearnout payments
relating to the letting, during the first half 0023, of lots that had been vacant when the extanses delivered to the
fund at the end of 2012.

Mercialys may receive further earn-out paymentseotite remaining four vacant lots have been letrelrn for the
payment of half of the price of these lots, Merngsahas given the OPCI fund a rental guarantee fomaimum of up to
three years from completion of the extension.

Mercialys relet none of these vacant lots durirgyfttst half of 2014. As a consequence, Mercialigsrabt recognize any
earn-out payments or additional development maagilune 30, 2014.

Other recurring income

Other recurring income corresponds to dividendsived from the OPCI fund created in partnershiphwlitnion
Investment (see above paragraph). Those dividesitsilar to net rental income - are recognized @erating income.
In the first half of 2014, Euro 0.3 million of diénds were received, versus Euro 0.5 million irfittsé half of 2013.

Other expenses

Other expenses mainly comprise structural costactiral costs include primarily investor relatiawsts, directors' fees,
corporate communication costs, marketing surveygscdees paid to the Casino Group for servicesrml by the

Services Agreement (accounting, financial managéniemman resources, management, IT), professi@es (Statutory
Auditors, consulting, research) and real estatetagspraisal fees.

These costs came to Euro 3.6 million in the firsf of 2014 compared with Euro 3.3 million in thest half of 2013, an
increase of Euro 0.3 million, mainly as a resulfeafs incurred in the first half of 2014 as parainfoccasional consultancy
assignment. Excluding these non-recurring feegratikpenses remained stable in the first half a#42@lative to the first
half of 2013.



Staff costs

Staff costs include all costs relating to Mercialggecutive and management teams, which consisté® @ermanent
employees at June 30, 2014 (compared with 74 & 3002013 and 72 at December 31, 2013).

Staff costs amounted to Euro 5.0 million in thestfinalf of 2014 compared with Euro 4.2 million dhgrithe first half of
2013, an increase of Euro +0.8 million relatingtaff arrivals and departures over the previoumbaths.

A portion of staff costs are charged back to thei@a Group as part of the advisory services praVidg the asset
management team, which works on a cross-functibasiks for Mercialys and the Casino Group, or at@fahe shopping
mall management services provided by Mercialysngegsee paragraph above concerning revenue fronagearent,
administrative and other activities).

Depreciation, amortization and provisions

Depreciation, amortization and provisions for llaigis and charges were almost unchanged at Eufrhillion in the first
half of 2014 compared with Euro 11.6 million in tirst half of 2013.

Other operating income and expenses

Other operating income and expenses include priynari
- asincome, the amount of asset sales and othenmcelating to asset sales;
- as expenses, the net book value of assets soldoatglassociated with these asset sales.

Other operating income came to Euro 174.7 milliothie first half of 2014 compared with Euro 138.4liom in the first
half of 2013. The amount for the first half of 20héludes:
- asset sales carried out in the first half of 20&gresenting income recognized in Mercialys' cddatéd financial
statements of Euro 174.2 million, compared withdel87.6 million in the first half of 2013;
- reversals of commitments given as part of assessadrried out between 2010 and 2013 that now haabject,
representing a total of Euro 0.3 million (Euro énblion at June 30, 2013).

Other operating expenses totaled Euro 117.1 milliotihe first half of 2014 compared with Euro 9illion in the first
half of 2013, and comprised mainly:
- the net book value of assets sold in the first b&l?014 and costs associated with these asset $aleo 115.5
million as opposed to Euro 89.9 million at June 31 3; and
- the recognition of expenses relating to previolsssaotaling Euro 1.1 million.

On this basis, the net capital gain recognizedhan ¢onsolidated financial statements at June 304 2@as Euro 57.8
million, versus a net capital gain of Euro 48.1limil recognized at June 30, 2013.

Operating income

As a result of the above, operating income canteurm 113.4 million in the first half of 2014 compdrwith Euro 103.4
million in the first half of 2013, an increase @&.%%.

The ratio of EBITDAto rental revenues was 86% in the first half of£26@mpared with 89% in the first half of 2013.
The ratio in the first half of 2013 was boostedtby positive impact of earn-out payments and nemréng fees arising
from the Pessac extension, which were recognizetua¢ 30, 2013, along with revenue from servicesiged in the
Fonciere Commercante business. Stripping out theseecurring items, the ratio would have been &6%he first half of
2013, the same as in the first half of 2014.

3.3Net financial items and tax

Net financial items

Net financial items include:

as expenses: primarily financial expenses relatingdebt taken out by the Company, net of incomemfrthe
implementation of the associated interest rate ingdgplicy (see section 3.6.1 Debt).

as income: financial income from equity investmeatswell interest income on cash generated icdiese of operations
and deposits from tenants.

8 Earnings before interest, taxes, depreciatiomrtimation and other operating income and expenses
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At June 30, 2014, Mercialys had a negative net pasition of Euro 3.5 million compared with a positposition of Euro
10.5 million at December 31, 2013.

After deducting financial liabilities, the Compahgd a negative net debt position of Euro 819.lionilat June 30, 2014,
compared with Euro 741.9 million at December 311,20

Mercialys took out total financing of Euro 1.0 kil in the first half of 2012: a Euro 650 milliomhd issue on March 23,
2012 and a Euro 350 million bank loan drawn on Ap®i, 2012 (see section 3.6.1 Debt). During thet tialf of 2013, the
Company made a number of early repayments of b@ans| reducing its outstanding loans from Euro i38llon to Euro
193 million at June 30, 2013, and then to Euro h@ion at July 5, 2013.

In addition, the Company introduced an interest hatdging policy during the second half of 2012.

In the first half of 2014, Mercialys carried ous ifirst issues of commercial paper. At June 30,420Lhad Euro 65.5

million of commercial paper outstanding.

The table below shows the breakdown of financehs in the first half of 2013 and 2014:

(in millions of euros)  First half 2013 First half 2014
Revenues from cash and cash equivalen{s) 0.4 0.1
Cost of debt taken out in H1 20{2) (bank loans and bonds) -17.2 -15.1
Impact of hedging instrumengs) 1.4 0.7
Net cost of commercial papét) 0.0 0.0
Cost of gross debt excluding non-recurring items -15.9 -14.4
Non-recurring amortization of costs arising frora thartial early redemption ¢ -1.6 -
bank deb{(e)
Cost of gross deb{f) = (b)+(c)+(d)+(€e) -17.4 -14.4
Cost of net debt(g) = (a)+(f) -17.0 -14.3
Cost of revolving credit facilities (undraw(t)) -1.2 -0.6
Other financial expensgn - -0.5
Other financial expensegj) = (h)+(i) -1.2 -1.1
TOTAL FINANCIAL EXPENSES (k) = (f)+(j) -18.7 -15.4
Income from equity investments (dividends) 1.6 -
Proceeds from disposals of equity investments - 4.8
Other financial income 0.1 0.1
Other financial income (1) 1.7 4.9
TOTAL FINANCIAL INCOME (m) = (a)+(l) 2.1 5.0
FINANCIAL INCOME = (k)+(m) -16.5 -104

a) Financial expenses and average cost of debt

Financial expenses totaled Euro 15.4 million infihet half of 2014, down from Euro 18.7 million the first half of 2013.
The sharp decline was mainly due to the early readiem of bank debt in 2013, with Euro 250 milliohlmank debt repaid
during the year, including Euro 157 million in tFiest half. Those repayments pushed down the outatg amount of
bank debt and therefore interest expenses in thetalf of 2014. Financial expenses in the firzlf lof 2013 were also
adversely affected by the non-recurring amortizatid costs relating to bank loans (Euro 1.6 miljiamising from early
repayments. Costs paid at the time these loanstakesa out are spread out over the term of the. llmathe event of early
repayment, residual costs are amortized in propott the amount of debt repaid.

Besides, on January 20, 2014, the original revgldredit facility of Euro 200 million was replaceg a smaller Euro 150
million facility, negotiated with a reduction inghcommitment fee. This reduced the cost of thisramd facility in the

first half of 2014.

The actual average cost of debt at June 30, 2088vE&0, as opposed to 3.8% at December 31, 2013.&ka excluding
non-recurring items, i.e. costs relating to deptsenents in 2013.

b) Financial income
Financial income amounted to Euro 5.0 million ie first half of 2014, as opposed to Euro 2.1 millio the first half of

2013. In the first half of 2014, financial incomesvboosted by proceeds from the disposal of Mg<iaivestment in
GreenYellow (a company that develops photovoltawer units) amounting to Euro 4.8 million.
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In 2009, Mercialys had bought a 5.25% stake in @GYedow for Euro 458 thousand. The stake had resdhumchanged
since that date, enabling Mercialys to benefit frim value created by GreenYellow in its businetsi@veloping

photovoltaic power plants. Given the weaker groadtiook for that business, arising from less ativactariffs, Mercialys

took the view that it would be better to sell thake, freeing up resources to be reinvested itoits business.

As a result, net financial items produced an expafi€uro 10.4 million in the first half of 2014 ropared with Euro 16.5
million in the first half of 2013.

Tax

The tax regime for French "SIIC" (REIT) companieempts them from paying tax on their income froral restate
activities provided that at least 95% of net incofmen rental activities and 60% of gains on thepdial of real estate
assets are distributed to shareholders.

In the first half of 2014, the Company saw tax imeoof Euro 0.03 million, versus Euro 0.3 milliontime first half of
2013. Tax income at June 30, 2013 came mainly fiteenrepayment of tax after the liquidation of Matgs subsidiary
SNC Vendolonne in 2012.

Share of net income of associated companies

Mercialys pre-empted the implementation of IFRSIDand 12 for the year ended December 31, 201r@3lyloontrolled

subsidiaries (SCI Geispolsheim and Corin Asset dangent), which were previously proportionally cditated, qualify

as associated companies under IFRS 11 and hawddiebeen consolidated under the equity methaplirés for the first
half 2013, presented for comparison purposes, haga adjusted.

SCI AMR, a company created via a partnership withufdi Immobilier in 2013, and Aix2, in which Mertya acquired a
50% stake in December and that is developing thension of the Aix-en-Provence mall, are also antedi for under the
equity method and are designated as associatedariesp

The amount recognized in the first half of 2014tes Group's share in the net income of associatetbanies was Euro
0.6 million, versus Euro 0.2 million in the firsalfi of 2013. In the first half of 2014, Mercialyetefited fully from its
share of earnings from SCI AMR, which started opiegain late April 2013 when it acquired its curt@ssets.

Net income

Net income totaled Euro 103.6 million in the firstlf of 2014 compared with Euro 87.3 million in st half of 2013, an
increase of +18.6% mainly as a result of capité#hgan asset sales carried out in the first ha@f4 and net financial
items that were much better in the first half o12@han in the year-earlier period.

Minority interests were immaterial. Net income iatttable to Group equity holders came to Euro 108il6on in the first
half of 2014, compared with Euro 87.3 million iretfirst half of 2013, an increase of +18.6%.

Funds from operations (FFO)

Funds from Operations, which correspond to netrme@djusted for amortization, depreciation, impaininand capital
gains on asset sales and associated costs, t@ated57.7 million, compared with Euro 50.6 milliamthe first half of

2013. This represents an increase of +14.0%, maiag/ to the positive impact of net financial itemdyich improved

strongly year-on-year.

On the basis of the weighted average number oeshaliluted) at June 30, funds from operations artezlito Euro 0.63
per share at June 30, 2014, compared with EurofebShare at June 30, 2013, representing an se@at+14.4% on a
fully diluted basis.

3.4Cash flow

Cash flow is calculated by adding back depreciationortization and impairment charges and otheraash items to net
income. Income and expenses not representativastf ffow and net capital gains are not includetha calculation of
cash flow.

Cash flow rose by +6.2% to Euro 54.6 million in fivet half of 2014, compared with Euro 51.4 milliin the first half of
2013, mainly due to the improvement in net finahitéans.
Cash flow per share came to Euro 0.59 in the fisf of 2014, based on the weighted average nurobeshares

outstanding on a fully diluted basis, compared \Etho 0.56 per share in the first half of 2013.
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3.5Number of shares outstanding

2009 2010 2011 2012 2013 June 30, 2014
Number of shares outstanding
- At January 1 75,149,959 91,968,488 92,000,788 022826| 92,022,826 92,049,169
- At December 31 91,968,468 92,000,788 92,022,898,022,826| 92,049,169 92,049,169

Average number of shares outstanding 85,483,5309681488| 92,011,241 92,022,826| 92,038,313 92,049,169

Average number of shares (basic) 85,360,007 91,744,726| 91,865,647 91,884,812| 91,734,656 91,806,777

Average number of shares (diluted) 85,420,434| 91,824,913| 91,892,112 91,953,712 91,865,817 91,806,777

At December 31, 2013, Mercialys' ownership struetuas as follows: Casino (40.18%Generali (8.01%), treasury stock
and employees (0.48%) and other shareholders (%).35

At June 30, 2014, Mercialys' ownership structure aa follows: Casino (40.16%, Generali (8.01%), treasury stock and
employees (0.41%) and other shareholders (51.41%).

3.6 Financial structure

3.6.1 Debt

The Group had a negative net cash position of Buanillion at June 30, 2014, compared with a pasiposition of Euro
10.5 million at December 31, 2013. The main casksdl that impacted the change in Mercialys' caslitiposover the
period were as follows:
- cash flows generated over the period: Euro +54lgom
- inflows/outflows related to acquisitions, disposated exchanges of assets in the first half of 2@l4flow of
Euro -41.6 million;
- dividend payments to shareholders on May 9, 20140 E75.3 million;
- issues of commercial paper, of which the outstapdimount at June 30, 2014 was Euro +65.5 milliod; a
net interest paid: Euro -16.5 million.
After deducting financial liabilities, the Compahgd a negative net debt of Euro 819.1 million &eJ80, 2014, compared
with Euro 741.9 million at December 31, 2013.

The amount of Mercialys' drawn debt is now Euro.8Ifillion, comprising:

- a Euro 100 million bank loan subject to inter@s8-month Euribor + 225bp. The amount of bank $o@fken out
on February 23, 2012 came to Euro 350 million. Wes reduced to Euro 193 million at June 30, 2@18, then
to Euro 100 million at July 5, 2013 as a resulaafumber of early repayments made over the peeprksenting
a total of Euro 250 million, mainly following asssles carried out in 2012 and during the first b62013.

- Euro 650 million of bonds with a fixed intereate of 4.125%.

- Euro 65.5 million of commercial paper outstandipgying interest at between 0.10% and 0.40%.

In addition, Mercialys has obtained financial reses that will be used to finance ordinary busiregssities and the cash
requirements of Mercialys and its subsidiaries, tanghsure a comfortable level of liquidity:
- a revolving bank credit facility of Euro 150 nmlh, refinancing the original Euro 200 million fiti on January
20, 2014, with a 5-year maturity, with drawings gible on 1-, 3- and 6-month maturities. This fagilpays
interest at 3-month Euribor +140bp. When undrawis facility gives rise to a commitment fee of ®6gbased
on a BBB credit rating). The facility was undrawrjane 30, 2014.
- cash advances from Casino up to a threshold of EO million subject to an interest rate compribetiveen 60
and 120 points above Euribor. This facility expioesDecember 31, 2015. It was undrawn at June BD4.2
- a commercial paper program of Euro 500 milliorsvedso set up in the second half of 2012. Commiepeiper
outstanding amounted to Euro 65.5 million at Jube2®14.

The average maturity of drawn debt was 3.9 yeadsia¢ 30, 2014.

In addition, Mercialys introduced an interest rhgzlging policy in October 2012. Mercialys uses \ggives (swaps) to
smooth out its interest rate risk over time.

After taking into account these instruments, Mdysiadebt broke down as follows at June 30, 20P4 @®f debt is at a
fixed rate and 31% of debt is at a variable rate.

“Besides 3% of economic exposure (Fonciére EurisRaige)
Besides 4% of economic exposure (Fonciére EurisRatige)
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The actual average cost of debt at June 30, 20543vE#6, compared with 3.8% at December 31, 20843*xcluding

non-recurring items, i.e. costs relating to deptsenents in 2013).

At June 30, 2014, the LTV or Loan To Value ratithe ratio of net debt to market value excludingéfar taxes - was

33.7%, well below the bank covenant requiremergQsf:

06/30/2013 06/30/2013 12/31/2013 06/30/2014
(unadjusted) (proforma)
Net debt (in millions of euros) 755.5 755.9 741.9 194
Appraisal value excluding transfer taxes 2,291.5 2,291,510 2,335.9 2,430.4
(in millions of euros)
Loan To Value (LTV) 33.0% 33.0% 31.8% 33.7%

Meanwhile, the interest cost ratio (ratio of EBITO@ cost of net debt) was 4.7, well above the @mttral covenant

requirement of over 2.

06/30/2013 06/30/2013 12/31/2013 06/30/2014
(unadjusted) (proforma)
EBITDA (in millions of euros) 68.3 68.2 129.5 67.1
Cost of net debt 17.0 17.0 30.7 14.3
Interest Cost Ratio (ICR) 4.0 4.0 4.2 4.7

Mercialys also complies with the two other contuattcovenants:

- the market value of properties excluding transd@es at June 30, 2014 amounted Euro 2.4 billiooy@lhe bank
covenant requirement for a market value excludiagdfer taxes of over Euro 1 billion),

- aratio of secured debt / market value excludiagdgfer taxes of less than 20%. There was no sedefgdat June
30, 2014.

3.6.2 Change in shareholders' equity

Consolidated shareholders' equity was Euro 767lBmat June 30, 2014 compared with Euro 740.4ionilat December
31, 2013. The main changes in this item duringpiréod were:

- payment of the final dividend in respect of 2@f3uro 0.82 per share: Euro 75.3 million;

- net income for the first half of 2014: Euro 10&8lion.

3.6.3 Dividends

The final dividend for 2013 was paid on May 9, 2@htl amounted to Euro 0.82 per share or a totBuod 75.3 million,
paid entirely in cash.

The total dividend paid in respect of 2013 amoumnteBuro 1.16 per share including an interim dividef Euro 0.34 per
share paid on June 28, 2013.

At its meeting of July 22, 2014, the Board of Di#s decided to pay an interim dividend for the £2@ibancial year of
Euro 0.36 per share corresponding to half of the ordinary dividend #013. The interim dividend will be paid on
October 14, 2014.
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3.7 Changes in the scope of consolidation and valuatiaf the asset portfolio

3.7.1 Asset purchases

The amount of acquisitions recognized in the fiedf of 2014 amounted to Euro 202.0 million incluglitransfer taxes.

> As part of its strategy to develop global andquei retail venues, in the first half of 2014 Melgsdaunched a project to
redevelop and extend its Toulouse Fenouillet sit®rder to transform it into a leading regional [ghiog mall in the
Toulouse area.
This project will be completed in two phases:
- creation of a retail park comprising nine mediuzesi stores, adjacent to the existing site, withL& G6f 24,400
m2. Work will start this summer. The opening osthétail park is scheduled in the spring of 2015,
- extension of the existing shopping mall and redmgwelent of part of the large food store: 13 new medsized
stores and 47 stores will be developed acrossahdota 24,300 m2, along with 13 restaurants. $&t®nd phase
is due to open in the fall of 2016.

This project represents an estimated investmeBRuod 180 million, of which Euro 58 million has aidy been committed
for:
- acquiring from Casino the land needed to develeprétail park and obtain planning permission fa Whole
project (through the acquisition of shares of Félfeitummaobilier),
- acquiring the freehold of the large food storepomer to bring together all ownership rights, wihview to
making the site more marketable and facilitatirgy phoject (annual rental income of Euro 2.0 miljion
Building work on the retail park will cost an estitad Euro 22 million and will start in the summer.
At the end of those two phases, the Toulouse Féebregional shopping mall will comprise more thB20 stores and one
Géant large food store with total floorspace o000, m2. A leisure area and an outdoor food coufttj@in the retail park,
the shopping mall, and the hypermarket that formhbart of the shopping complex. The complex wéllemhanced by
1,500-2,000 m? of space for additional services@asial retailers, both inside the mall and indtiside car parks.

> Mercialys also launched new projects to transfasnshopping malls, aiming to install new stoneddod storage areas,
and to develop new retail areas in existing sitebne with its strategy of developing global amtique retail venues.
In the first half of 2014, Mercialys acquired:

- four large food stores on the Brest, Monthieu, Néord Rennes sites, effective from January 1, 28idd,

- aportfolio of service and restaurant areas orp#rking areas in 5 sites.
These acquisitions represented Euro 143.6 milimtuding transfer taxes and full-year rental incasfigcuro 7.8 million
before redevelopment. Mercialys target is to remtimternal rate of return up 10% after transforomaof the assets.

3.7.2 Completions of extension and redevelopmentgects

In the first half of 2014, the Group continued &alize plans to extend shopping malls. These dpwedats have helped
Mercialys to make its shopping malls more attractwnd diversify its offering, with the addition oéw retailers in 2014
(Naturalia, Kiabi, Concept Kids, Kiwi, Pandora, Ekakids and Beauty Monop).

Growth in 2014 will be boosted by 10 new programs:

> Three projects have already been completed ififftéhalf of the year.

- Albertville: A 2,200 m? retail park opened in Feary 2014. It features six new small and mediumesig®res
including a Picard store, and is generating addtident of Euro +0.4 million on a full-year badis.the second
half of 2014, the opening of this retail park viié# accompanied by work to redevelop the shoppirfy ma

- Lanester: The shopping mall extension was openedih 22, 2014, with 11 new stores strengthening site.
Additional rent represents a full-year figure ofr&u-0.8 million.

- Aix-en-Provence: The shopping mall extension wasned on May 24, 2014. This first phase resulte2ilimew
stores and restaurants including Promod, DevredsYRocher, Swarovski, Orange, Armand Thiery and A |
Bonne heure, complementing the existing retailroffe Additional rent represents a full-year figureEuro +0.9
million. The second phase of the extension is sgleeldfor completion in March 2015, further enhagcthe
mall's appeal.
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> Seven other projects will be completed in theosddalf of 2014
- Albertville: redevelopment of the existing cafegeiito new small stores,
- Angers: redevelopment of the former But store mga small stores,
- Annemasse: extension of the Decathlon medium-siae,
- Besancon: extension of the shopping mall usingespaquired from the hypermarket,
- Clermont-Ferrand: extension of the shopping malgispace acquired from the hypermarket,
- Nimes: redevelopment of the former Boulanger staienew small stores,
- St Paul a La Réunion: extension of the shoppingd. mal

These developments represent 116 new stores, -gefall rental value of Euro 8.1 million and a GLA 26,100 m? of
newly created or redeveloped space, for a totastment of Euro 110 million.

The investment is helping to make the Company'pging malls more attractive and to diversify itéeoihg, and will be
accompanied by growth in the casual leasing busines

3.7.3 Asset sales

In the first half of 2014, Mercialys sold 11 assatsl an investment stake for a total of Euro 17#8ilion including
transfer taxes.

The assets sold were as follows:

> Five large food stores acquired in 2009 and kdtat Paris and Marseille: Paris St Didier, Parasb€na, Marseille La
Valentine, Marseille Delprat and Marseille Michel8ince these five stores had reached maturitynanidnger held any
strategic appeal for Mercialys, they were sold &si60, which had expressed an interest in buyiamth

> Six standalone lots in Arcis-sur-Aube, Exinco®gp, Millau, St Martin d’'Héres and Grenoble.

> Mercialys also received a Euro 0.4 million eattqpayment from the 2013 sale of four shopping snallthe fund set up
in partnership with Amundi Immobilier, following ¢hsale of vacant lots in the first half of 2014.

Gross rent from the divested assets in the fir§tdi@014 amounted to Euro 9.7 million on a fuar basis.
The total net capital gain recognized at June B8@42vas Euro 57.8 million.

> In the first half of 2014, Mercialys also sold ibvestment in GreenYellow (a company that devefamotovoltaic power
units) for an amount of Euro 4.8 million (refergart 3.3b) of this report).

These transactions represent a continuation difgreialys policy of selling non-core assets.

These disposals, combined with the completion @éresions and redevelopments, are helping to ineréas intrinsic
quality of the portfolio through the retention cfsets presenting potential for value creation dfatte to refocus the
portfolio on assets that fit with the Mercialysaségy.

3.7.4 Appraisal valuations and changes in the scopé consolidation

At June 30, 2014, BNP Real Estate Valuation, Catatid Galtier updated their valuations of Mercigbgstfolio:

- BNP Real Estate Valuation conducted the appraisdbaites at June 30, 2014, on the basis of vigiteven of
the sites during the first half of 2014, and on Itlasis of an update of the appraisals conduct&kteé¢mber 31,
2013, for the other sites.

- Catella conducted the appraisal of 29 sites at Bhe2014, based an update of the appraisals ctedlat
December 31, 2013;

- Catella conducted the appraisal of the remainingcMbys sites, i.e. 15 sites at June 30, 2014,daseupdate of
the appraisals conducted at December 31, 2013.

On this basis, the portfolio was valued at Euro/2,6 million including transfer taxes at June 3012 compared with
Euro 2,464.9 million at December 31, 2013.

The value of the portfolio therefore rose by +4.@%r six months (up +3.3% on a like-for-like ba3is

The average appraisal yield was 5.7% at June 301, 2@mpared with 5.85% at December 31, 2013 and 30, 2013.

11 Sites on a like-for-like GLA basis
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Sites acquired during the first half of 2014 weadued as follows at June 30, 2014:

v" The Toulouse Fenouillet project was valued atutchase price,
v' The four large food store freeholds, along with metail space lots, were also valued at purchaise.pr

The Euro +115 million increase in the market valfiproperties over six months therefore stemmenhfro
v anincrease in rents on a like-for-like basis: Et86 million'
v" alower average capitalization rate: positive inigd&uro +40 million;
v'changes in scope: positive impact of Euro +39 anilli

Average Average Average

capitalization capitalization capitalization

rate 06/30/2014 rate 12/31/2013 rate 06/30/2013
Large regional shopping malls 5.4% 5.5% 5.5%
Neighborhood shopping malls 6.5% 6.7% 6.7%
Total portfolio* 5.7% 5.85% 5.85%

* Including other assets (large food stores, lagpecialty stores, independent cafeterias and atterdalone sites)

The following table gives the breakdown of markalue and gross leasable area (GLA) by type of ags&ine 30, 2014,
as well as corresponding appraised rents:

Number of Gross leasable (1)
assets at Appraisal value area Appraised net
06/30/2014 at 06/30/2014 inc. TT at 06/30/2014 rental income
(in Euro (in Euro
Type of property million) (m?) million)
Large regional shopping malls 25 1,976.9 77% 484,50 69% 104.8 71%
Neighborhood shopping malls 36 548.2 21% 166,600 %25 37.2 25%
Sub-total shopping malls 61 2,525.0 98% 621,100 94% 142.0 97%
Other sites” 28 54.6 2% 39,000 6% 4.6 3%
Total 89 2,579.6 100% 660,100 100% 146.6 100%
tores, large specialty stores, independent cafstenther (service malls, convenience stores)
N.B. Large food stores: gross leasable area of over m30

Large specialty stores: gross leasable area of Gl m?

3.8 Net asset value calculation

Net asset value (NAV) is defined as consolidatearedfiolders’ equity plus any unrealized capital g@inlosses on the
asset portfolio and any deferred expenses or income

NAYV is calculated in two ways: excluding transfaxes (liquidation NAV) or including transfer tax@splacement NAV).

Change
NAYV (in millions of euros) 06/30/2014 31/12/2013 2014 vs. 20%3
Consolidated shareholders' equity 767.3 740.4
Add back deferred income and charges 2.6 6.6
Unrealized gains on assets 1,027.9 1,005.8
Updated market value (incl. transfer taxes) 2,579.6 2,464.9
Consolidated net book value -1,551.7 -1,459.1
Replacement NAV 1,797.9 1,752.8
Per share (in euros) 19.53 19.04 +2.6%
Transfer taxes -149.2 -129.0
Updated market value (excl. transfer taxes) 2,430.4 2,335.9
Liquidation NAV 1,648.6 1,623.8
Per share (in euros) 17.91 17.64 +1.5%

N.B. The EPRA NAV and EPRA triple net NAV calculatis are detailed in section 7. of this financialom.

2|ncludes the revaluation of the projects to be vettged acquired in December 2013

-17 -

cQ =~

o 0o ™

(7]



4. Outlook

Mercialys is starting a new strategic phase in 20t Company intends to make its sites globaluamgue retail venues.

This new strategic phase involves a 360-degre®rvisf its sites, with the aim of developing re@fproaches that are
different from and complement existing "traditichaétail spaces, while continuing to redevelop giing malls, and
benefitting from its links with its partners, forest among which is Groupe Casino.

Mercialys has two main objectives:

- Develop the commercial potential of each site bgrassing the asset as a whole: continue projeastend and
redevelop existing spaces while optimizing adja¢ant, move medium-sized stores to parking areasder to
create additional rental value, and create newpbamentary retail concepts for retailers.

- Focus on the customer: attract new formats andegpia@nd new retailers, to diversify the retaiedfig and meet
current and future customer needs.

The first half of 2014 was marked by the implemg&ataof this strategy. Mercialys:

- continued to develop extensions in its shoppingsrtakough redevelopments of large and medium-siteces
and by expanding into car parks. Three project® Hmen completed and a further seven should beletedpn
the second half of 2014. New projects have also teenched that will drive growth in the portfolio 2015 and
2016.

- strengthened its Casual Leasing activity, tripling floorspace available for casual retailers.

- launched the development of external spaces — nadNildges.Services©" — that focus on everyday &y,
combining modern and economical construction metheith rents appropriate to these activities whiake for
a long time been moving out of malls, lacking ainbgeprofitable enough. Mercialys has started buoidiwo
Villages.Services®© in Clermont-Ferrand and Niort.

Mercialys is a transformer of retail assets, aimam@ptimizing space, enabling malls to attainicaltmass by increasing
their average size, but also developing a moreealamns! diverse retail offering. Through this politge Company is
making its malls more appealing, driving highertfath and revenue for retailers, and increasingtakmcome of the
portfolio.

In this way, Mercialys will continue increasing thalue of its portfolio and its cash flows, in orde generate long-term
returns for shareholders.

Based on activity in the first half of 2014 and therent growth outlook, Mercialys' management:

=  is maintaining its 2014 organic growth target ofeaist 2.0% above indexation;

= s raising its 2014 growth target for FFO (FundsfrOperations). Management's initial target of gngwFFO by at
least 2% in 2014 relative to 2013, set in Febrizdy4, will be exceeded. Mercialys is aiming at gatieg a FFO of
over Euro 100 million, i.e. a growth of approximgte5% compared with 2013.

=  has proposed an interim dividend of Euro 0.36 paresto the Board of Directors, payable on Octdlder2014.

5. Subsequent events

No significant event has taken place since the attscclosing date.

6. Main related-party transactions

The main related-party transactions are describeaie 20 of the notes to the half-year consoliiéiteancial statements.
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7. EPRA Performance Measures

7.1 EPRA earnings and earnings per share

EPRA earnings and eamings per share 06/30/2014 06/30/2013 Comments
(in millions of euros)

Earnings per share attributable to Group equity
holders, taken from the IFRS financial 103.6 87.3
statements
Adjustments to calculate EPRA Earnings, exclud:
Profits or losses on disposal of investment
properties, development properties held for -65.6 -48.7
investment and other interests
Profits or losses on sales of trading propertie:
including impairment charges in respect of - -1.7
trading properties

Reversal of net capital gains (incl.
legal costs)

Reversal of the property development
margin, net of tax

Reversal of the tax on the property
development margin

Reversal of the income related to the

Changes in fair value of financial instruments 0.7 0.4 ineffective portion of the swap (net of
and associated close-out costs

Tax on profits or losses on disposals 0.2 0.6

tax)
EPRA EARNINGS 38.8 37.9
EPRA EARNINGS PER SHARE 0.42 0.41 Considering the average number of
(in euros per share) ' ' shares (diluted)
7.2 EPRA Net Asset Value (NAV)
C_aICl_JI'?mon of EPRA net asset value (NAV) 06/30/2014 2013 Comments
(in millions of euros)
NAYV per the financial statements 766.8 739.9
Effect of exercising options, convertible bonds ) 11
other equity securities '
Diluted NAV after exercising options, convertible 766.8 738.9
bonds and other equity securities
Include:
Reversal of the asset net book values
Revaluation of investment properti@ss 40) 878.7 876.8 and integration of the asset fair
values (incl. construction leases)
EPRA NAV 1,6455 1,615.7
EPRA NAV PER SHARE (in euro per share) 17.92  17.59 Considering the average number of
shares (diluted)
7.3 EPRA triple net asset value (EPRA NNNAV)
Calculation of EPRA triple net asset value (EP
NNNAV) (in millions of euros) 06/30/2014 2013 comments
EPRA NAV 1,6455 1,615.7
Include:
: Integration of the impact related to the
Fair value of debt 2.1 04 tair value of unhedged bond debt
EPRA NNNAV 1,648.2 1,615.3
. Considering the average number of
EPRA NNNAV PER SHARE (in euro per share) 17.95 17.58 shares (diluted)
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7.4 EPRA net initial yield (N1Y) and "topped-up” NI Y disclosure

Calculation of EPRA net initial yield (NIY) and 'fvped-up”

NIY disclosure(in millions of euros) 06/30/2014 2013 Comments

Investment property - wholly owned 2,322.7 2,352.4 Market value excl. transfer taxes

Less developments (-) -41.6 -16.5 Market value excl. transfer taxes

Completed property portfolio (excl. transfer taxes) 2,281.2 2,335.9

Tansfer taxes 149.2 129.0 Transfer taxes

Gross up completed property portfolio valuation (ircl. 24304 24649 (B)

transfer taxes)
Annualized current rents, turnover-

Annualized cash passing rental income 142.1 140.2 based rents and revenues from Casual
Leasing, excluding vacant spaces

. Non recoverable current charges on

Property outgoings (-) -4.4 -4.2 assets held

Annualized net rents 137.7 136.0 (A)

Add: notional rent expiration of rent free periasother 12 11 Rents on rent-free periods, step-up rents

lease incentives ' "~ and other incentives

Topped-up net annualized rent 138.8 137.1 (C)

EPRA NET INITIAL YIELD 5 79 550% A/B

(NI1Y)

EPRA "TOPPED-UP" NIY 5.7% 5.6% C/B
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7.5 EPRA cost ratios

Calculation of EPRA cost rati@s millions of euros) 06/30/2014 06/30/2013 Comments
Administrative/operating expenses per IFRS incotatement -3.6 -3.3 External expenses
Property taxes + Non-recovered service

Net service charge costs/fees 2.1 -1.9 X .

charges (including vacancy cost)
Management fees less actual/estimated profit elemen -1.1 -1.1 Rental management fees
Other operating income/recharges intended to coverhead 12 21 Other property operating income and
expenses less any related profits ' "~ expenses excluding management fees
Share of joint venture expenses - - None
Total -8.0 -8.4

Adjustments to calculate EPRA earnings exclude:

. Depreciation and provisions for fixed
Investment property depreciation - -

assets
Ground rent costs 0.4 0.4 Non-Group rents paid
Service charge costs recovered through rents lut no ) )
separately invoiced
EPRA costs (including direct vacancy costs) (A) -7.6 -8.0 A
Direct vacancy costs* 21 1.8
EPRA Costs (excluding direct vacancy costs) (B) -5.5 -6.2 B

. Less costs relating to construction leases /
Gross rental income less ground rent costs** 77.8 76.3 9

long-term leases
Service fee and service charge costs componegi®ss$

rental income
Share of joint ventures (gross rental income lesard rent

costs)
Gross rental income (C) 77.8 76.3
(E:I(DDF;,_AI_SC;OST RATIO (INCLUDING DIRECT VACANCY -9.8% 110.5% A/C

EPRA COST RATIO (EXCLUDING DIRECT

- 0, - 0,
VACANCY COSTS) 7.0% 8.1% BIC

(*) The EPRA Cost Ratio deducts all vacancy cod#tlted to standing assets or to investment properiindergoing
development/refurbishment if they have been indude=xpense lines. The costs that can be excladegroperty taxes, service
charges, contributions to marketing costs, insusapemiums, carbon tax, and any other costs diydiitled to the unit.

(**) Gross rental income should be calculated aftededucting any ground rent payable. All service rgea
fees/recharges/management fees and other incomesjrect of property expenses should not be addegdoss rent but should be
deducted from the related costs. If the rent cogersice charge costs, then companies should malkealmstment to exclude these.

Tenant incentives should be deducted from rentadrite, whereas any other costs should be includedsts. This is in line with
IFRS requirements.

7.6 EPRA vacancy rate

See section 3.1.2.
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Summary consolidated financial statements

Six months ended June 30, 2014

Figures in the tables have been rounded individually. There may be differences between arithmetic
totals of these figures and the aggregates or subtotals shown.

CONSOLIDATED INCOME STATEMENT

From January 1, From January 1,
For the half-year periods to June 30, 2014 and 2013 2014 to June 30, 2013 to June 30,
(in thousands of euros) 2014 2013"
Rental revenues 78,131 76,680
Non-recovered property taxes = (61)
Non-recovered service charges (2,105) (1,801)
Property operating expenses (2,271) (3,205)
Net rental income 73,755 71,613
Revenue from management, administration and other
activities 1,522 1,984
Property development margin = 1,649
Other income Note 11 345 472
Other expenses (3,585) (3,299)
Staff costs (4,950) (4,186)
Depreciation and amortization (11,999) (11,632)
Release/(allowance) for provisions for liabilities and charges 736 53
Other operating income Note 12 174,676 138,380
Other operating expenses Note 12 (117,121) (91,662)
Operating income 113,379 103,371
Revenues from cash and cash equivalents Note 16 77 449
Cost of gross debt Note 1¢ (14,352) (17,439)
(Cost of net debt) / income from net cash (14,275) (16,990)
Other financial income 4,916 1,658
Other financial expenses (1,070) (1,212)
Net financial income/(expense) (10,429) (16,544)
Tax Note 18 30 288
Share of net income of associated companies Note 5 608 217
Consolidated net income 103,588 87,332
Attributable to minority interests 24 25
Attributable to Group equity holders 103,564 87,308
Earnings per share
based on the weighted average number of outstanding shares over the
Earnings per share attributable to Group equity holders (in 1.13 0.95
euros)
Diluted earnings per share attributable to Group equity 1.13 0.95

holders (in euros)

13 Following the early application of IFRS 10 and 1®ad-December 2013, the financial statementsra 30, 2014 have been adjusted accordingly
(Note 1.4).
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CONSOLIDATED STATEMENT OF RECOGNIZED INCOME AND EXPENSE
For the half-year periods to June 30, 2014 and 2013

From January 1,
2014 to June 30,

From January 1,
2013 to June 30,

(in thousands of euros) 2014 2013"

Net income for the period 103,588 87,332
Items that may be recycled as income (1,527) 188
Change in fair value of available-for-sale financial assets (2,329) 286
Tax 802 (98)
Items that may not be recycled as income - 13
Actuarial gains or losses - 20
Tax - (7)
Other comprehensive income for the period, net of tax (1,527) 201
Consolidated comprehensive income 102,061 87,533
Attributable to Group equity holders 102,037 87,508
Attributable to minority interests 24 25

14 Following the early application of IFRS 10 and 1®ad-December 2013, the financial statementsra 30, 2014 have been adjusted accordingly

Note 1.4).
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CONSOLIDATED BALANCE SHEET

For the half-year period to June 30, 2014 and financial year ended December 31, 2013

ASSETS

June 30, 2014

December 31,

(in thousands of euros) 2013
Intangible assets 919 1,022
Property, plant and equipment other than investment

property 467 499
Investment property Note 10 1,524,658 1,423,463
Investments in associates Note 5 20,596 21,405
Other non-current assets Note 13 33,538 20,703
Deferred tax assets 1,787 578
Non-current assets 1,581,965 1,467,670
Trade receivables 25,508 21,716
Other current assets 43,892 41,794
Cash and cash equivalents Note 6 6,592 15,795
Investment property held for sale Note 10 18,793 27,647
Current assets 94,785 106,952
TOTAL ASSETS 1,676,750 1,574,621
EQUITY AND LIABILITIES June 30, 2014 December 31,
(in thousands of euros) 2013

Share capital 92,049 92,049
Additional paid-in capital, treasury shares and other

reserves 674,784 647,873
Shareholders’ equity attributable to Group equity

holders 766,833 739,922
Minority interests 460 436
Total shareholders' equity 767,294 740,358
Non-current provisions 249 231
Non-current financial liabilities Note 14 763,333 747,109
Deposits and guarantees 22,302 21,882
Deferred tax liabilities 7 563
Non-current liabilities 785,891 769,785
Trade payables 15,232 11,264
Current financial liabilities Note 14 82,886 27,044
Short-term provisions 1,715 1,692
Other current liabilities 23,385 24,471
Current tax liabilities 347 7
Current liabilities 123,565 64,478
TOTAL EQUITY AND LIABILITIES 1,676,750 1,574,621
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CONSOLIDATED CASH FLOW STATEMENT

From From January
For the half-year periods to June 30, 2014 and 2013 January 1, 1, 2013 to
. 2014 to June June 30,
(in thousands of euros) 30, 2014 2013
Net income attributable to Group equity holders 103,564 87,308
Net income attributable to minority interests 24 25
Net income from consolidated companies 103,588 87,332
Depreciation, amortization, impairment allowances and provisions net of
reversals 12,486 13,752
Unrealized gains and losses relating to changes in fair value 721 429
Income and charges relating to stock options and similar 198 182
Other income and charges (1) 2,297 (1,478)
Share of income from associates (608) (217)
Dividends received from associates 1,502 107
Income from asset sales (65,610) (48,699)
Cash flow 54,574 51,408
Cost of net debt (excluding changes in fair value and depreciation) 13,073 14,221
Tax charge (including deferred tax) (30) (288)
Cash flow before cost of net debt and tax 67,617 65,341
Tax payments 2,051 (3,808)
Change in working capital requirement relating to operations excluding
deposits and guarantees (2) (15,863) (5,113)
Change in deposits and guarantees 420 (1,278)
Net cash flow from operating activities 54,225 55,142
Cash payments « investment property and other fixed assets Note 10 (42,810) (7,863)
on acquisition of: non-current financial assets (323) (15)
Cash receipts on * investment property and other fixed assets (4) Note 10 7,716 145,100
disposal of: «  non-current financial assets 4,792 439
Impact of changes in the scope of consolidation with change of control (3) (10,921) -
Impact of changes in the scope of consolidation related to associates (3) (70)
Net cash flows from investing activities (41,616) 137,661
Dividend payments to shareholders Note 8 (75,293) (89,085)
Interim dividend payments - (31,235)
Dividend payments to minority interests - (53)
Changes in treasury shares (248) (1,337)
Increase in borrowings and financial liabilities Note 14 185,500 -
Decrease in borrowings and financial liabilities Note 14 (120,000) (156,959)
Interest paid (16,528) (30,817)
Net cash flows from financing activities (26,569) (309,485)
Change in cash position (13,960) (116,682)
Opening cash position Note 6 10,479 203,382
Closing cash position Note 6 (3,481) 86,700

15 Following the early application of IFRS 10 and 1®ad-December 2013, the financial statementsra 30, 2014 have been adjusted accordingly

Note 1.4).
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(1) Other income and charges comprise primarily:

¢ discounting adjustments to construction leases (266) (252)

¢ lease rights received and spread out over the term of the lease (974) (2,609)

« financial expense charged over several periods 79 343

¢ charges relating to asset sales 3,440 575

(2) The change in working capital requirement breaks down as follows: (15,863) (5,113)
Trade receivables (3,792) 2,102

Trade payables 4,250 (1,271)

Other receivables and payables (16,039) 2,831

Inventories on property developments - (8,774)

Property development liabilities (282) -

(3) The Group paid Euro 10,921 thousand for shares in Fenouillet Immobilier.

(4) Cash inflows and outflows relating to asset purchases and disposals are limited by the fact that they took the legal
form of asset exchanges, which gave rise to the payment and receipt of only balancing amounts for each contract.
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STATEMENT OF CHANGES IN CONSOLIDATED EQUITY
For the half-year periods to June 30, 2014 and 2013

Available- Equity

Reserves Conse%hdat for-sale attributa
related to Treasur Actuarial  financial ble to R
Share reserves - Minority Total
. share y gains or assets Group - .
capital . and : interests equity
capital shares retained losses equity
(1) ecarnings holders

(in thousands of euros) g (2)

At January 1, 2013 92,023 482,857 (1,903) 163,086 (47) 1,480 737,497 442 737,939
Income and expenses recognized directly in

equity 13 188 201 201
Net income for the period 87,308 87,308 25 87,332
Total income and expenses recognized 87,308 13 188 87,508 25 87,533
Capital increase 26 (26) - - -
Transactions in treasury shares (1,328) (6) (1,334) (1,334)
Final dividends paid for 2012 (62,451) (62,451) (53) (62,504)
Special dividends (26,634) (26,634) (26,634)
Interim dividends paid for 2013 (31,235) (31,235) (31,235)
Share-based payments 182 182 182
At June 30, 2013 92,049 482,831 (3,231) 130,250 (34) 1,668 703,533 414 703,947
At January 1, 2014 92,049 482,836 (3,771) 166,508 (26) 2,323 739,922 436 740,358
Income and expenses recognized directly in

equity (1,527) (1,527) (1,527)
Net income for the period 103,564 103,564 24 103,588
Total income and expenses recognized 103,564 (1,527) 102,037 24 102,061
Transactions in treasury shares 385 (415) (30) (30)
Final dividends paid for 2013 (75,293) (75,293) (75,293)
Share-based payments 198 198 198
At June 30, 2014 92,049 482,836 (3,386) 194,562 (26) 796 766,833 460 767,294

(1)  Reserves related to share capital correspond to premiums on shares issued for cash or assets, merger premiums and

legal reserves.

(2)  Attributable to Mercialys SA shareholders.

6
Following the early application of IFRS 10 and 1®ad-December 2013, the financial statementsra 30, 2014 have been adjusted accordingly
Note 1.4 ). However, equity figures at June 1, 2848 June 30, 2013 were not affected by thesetatjnss.
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Notes to the consolidated financial statements
Half-year period to June 30, 2014

Information relating to the Mercialys group

Mercialys is a société anonyme (corporation) governed by French law, specializing in retail property. Its
head office is located at 148, Rue de ’Université, 75007 Paris.
Mercialys SA shares are listed on Euronext Paris, Compartment A.

The Company and its subsidiaries are hereinafter referred to as "the Group” or "the Mercialys group".

The consolidated financial statements for the period ended June 30, 2014 reflect the accounting
position of the company, its subsidiaries and joint ventures, as well as the Group's interests in affiliated
companies. As with the financial statements to June 30, 2013, they are subject to a limited review by
our statutory auditors.

The summary consolidated financial statements for the half-year period to June 30, 2014 were prepared
and authorized by the Board of Directors on July 22, 2014.

Note 1 Basis of preparation of the financial statements and accounting policies

Note 1.1 Declaration of compliance

Pursuant to regulation (EC) 1606/2002 of July 19, 2002, the Mercialys group’s summary consolidated
financial statements have been prepared in accordance with the International Financial Reporting
Standards (IFRS) published by the International Accounting Standards Board (IASB) as adopted by the
European Union at the date the financial statements were approved by the Board of Directors,
applicable at June 30, 2014.

Information about these standards is available on the European Commission website
(http://ec.europa.eu/internal market/accounting/ias/index en.htm).

Note 1.2 Basis of preparation

The consolidated half-year financial statements, presented in summary form, have been prepared in
accordance with IAS 34 ("Interim financial reporting”).

The consolidated half-year financial statements do not contain all of the information and notes provided
in the full-year financial statements. They should therefore be read in parallel with the Group's
consolidated financial statements to December 31, 2013, which are available on request from the
Communications Department, 148 rue de ['Université, 75007 Paris, or on the www.mercialys.com
website.

The consolidated financial statements are stated in thousands of euros. The euro is the Group's
functional currency. The statements have been prepared using the historical cost method, with the
exception of available-for-sale financial assets and hedging derivatives, which are stated at fair value.
Figures in the tables have been rounded individually. There may be differences between arithmetic
totals of these figures and the aggregates or subtotals shown.
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Note 1.3 Accounting policies

The accounting rules and policies used in preparing the summary consolidated interim financial
statements are the same as those used in the consolidated financial statements for the fiscal year ended

December 31, 2013, including or excluding the new standards and interpretations described below.

1.3.1 Standards, amendments and interpretations applicable for the financial year beginning
January 1, 2014

The Group has adopted the following standards, dments and interpretations that are applicable from
January 1, 2014.

IFRS 10 "Financial Statements" and IAS 27 reviseeparate Financial Statements".

IFRS 10 replaces the current IAS 27 "Consolidated Separate Financial Statements" and interpretatio
SIC 12 "Consolidation - Special Purpose Entitidsintroduces a new definition of control basedpmwer,
exposure (and rights) to variable returns and thédity to exercise this power in order to influeneturns.

IFRS 11 "Joint Arrangements” and IAS 28 revised&stments in Associates".

IFRS 11 and IAS 28 revised replace IAS 31 "Intsr@stJoint Ventures" and IAS 28 "Investments in

Associates", as well as interpretation SIC 13 "flgi€ontrolled Entities — Non-Monetary Contributby

Venturers". The definition of joint control is based on the stence of a contractual agreement and

unanimous consent of the controlling parti€eese standards provide two separate accountiragrtrents,

as IFRS 11 removes the proportional consolidati@thod applicable to jointly controlled entities:

= joint arrangements that qualify as joint operatipm®cause they give rights to assets and obligation
with respect to liabilities, will be recognized partionally to the share of assets, liabilitiescame
and expenses to which the Group has access in dacoe with the contractual agreemeat.joint
operation may be conducted via a simple contracti@m jointly controlled legal entity,

= joint arrangements that qualify as joint venturesc@use they provide only a right to net assets hwill
consolidated using the equity method.

IFRS 12 "Disclosure of Interests in Other Entitjes"

This standard covers all disclosures to be madenwae entity holds interests in subsidiaries, joint
arrangements, associates or unconsolidated stredtuentities, irrespective of the level of contrel o
influence exercised over the entity.

In 2013, the Group adopted IFRS 10 "Disclosurentérests in Other Entities”, IFRS 11 "Joint Arramgats"
and IFRS 12 "Disclosure of Interests in Other kit The Group has therefore carried out exhagisthalysis
of companies that have governance agreements wiighnal investors in order to assess the Groupsl lef
control over these companies. Related details @reéded in the notes to the financial statementslie year
ended December 31, 2013.

*  Amendments to IFRS 10, 11 and 12: transition guidan

These amendments provide clarification regarding thansition guidance for IFRS 10 and reduce the

comparative information that needs to be presenbsd|imiting adjustments to prior-period figurek
addition, as regards disclosures for unconsolidasédictured entities, the amendments will remowe th
obligation to present comparative information faripds prior to the period in which IFRS 12 is appl
for the first time.

»  Amendment to IAS 32 "Offsetting Financial Assetd &mnancial Liabilities".
This amendment clarifies offsetting rules.

=  Amendment to IAS 36 "Recoverable Amount Disclostres

This amendment concerns disclosures on the recbMeeamount of impaired assets where that amount is

based on fair value less costs of disposal.
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=  Amendment to IAS 39 "Novation of Derivatives andn@ouation of Hedge Accounting".
This amendment concerns the possibility of comipdiedge accounting in circumstances in which a
derivative designated as a hedging instrumentagsiired to be novated to a central counterparty assult
of new laws or regulations if certain conditionsanet (in this context, the novation of a derivais the
replacement of the original counterparty with a nesunterparty).

With the exception of IFRS 10 and 11, whose impastbeen set out in Note 1.4 , these new stanbaxgsnot
had a material impact on the Group’s results amahitial position.

1.3.2 Standards and interpretations not yet in force in the European Union

Texts adopted by the European Union

*» |FRIC 21 "Levies".
This standard specifies that the obligating eventlie recognition of a liability that does notlfalithin the
scope of IAS 12 depends on the relevant legislatim@spective of the calculation base period.

The European Union has stated that this text meisigplied to annual periods beginning on or aftereJ17,
2014 as opposed to January 1, 2014 as set by 8i#. IA
This new text has not had a material impact orGtaup’s results and financial position.

Texts not adopted by the European Union
Subject to their being definitively adopted by tlgiropean Union, the standards, amendments and
interpretations presented below apply on the falowdates according to the IASB:

» |FRS 9 "Financial Instruments: Classification anéddurement” and subsequent amendments to IFRS 9
and IFRS 7: application date not yet known.
This is the first of three parts of IFRS 9 "Finaadcinstruments" intended to replace IAS 39 "Finahci
Instruments: Recognition and Measuremeftie first part concerns the classification and meament of
financial instrumentsThe effects of the application of this standardrarbe analyzed independently of the
other two parts that have not yet been publishddchvshould address the impairment of financialetss
and hedge accounting respectively.

= |FRS 15 "Revenue from Contracts with Customerspiagble from January 1, 2017.
IFRS 15 will replace IAS 11 "Construction Contrdcend IAS 18 "Revenue" and the corresponding
interpretations:IFRIC 13 "Customer Loyalty Programmes", IFRIC 15téements for the Construction of
Real Estate", IFRIC 18 "Transfers of Assets fronst@umers" and SIC 31 "Revenue — Barter Transactions
Involving Advertising Services".
IFRS 15 sets out the principles for recognizingeraie from contracts with customers, except corgract
covered by specific standards such as leases, ansar contracts and financial instrumenighe basic
principle is that revenue recognition should deiserthe transfer of goods or services to a customesin
amount that reflects the payment that the entipeets to receive in return for those goods or s&wiThe
accounting standards-setter has identified fivgesafor implementing IFRS 15:
= |dentify the contract(s) with a customer
= ldentify the performance obligations in the contrac
= Determine the transaction price
= Allocate the transaction price to the performanbéigations in the contract
= Recognize revenue when (or as) the entity satiagfiEsrformance obligation

IFRS 15 will also improve disclosures requiredhie hotes, provide an application guide for trangatd

that were not fully dealt with before (e.g. reveifnoen services and contract adjustments) and impibe
application arrangements for contracts with mukiglements.
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» Amendments to IFRS 11 "Accounting for Acquisitiooisinterests in Joint Operations": applicable from

January 1, 2016.

The amendment gives details about how to recogrggeisitions of interests in a joint venture whose

activity constitutes a "business" within the megrofh IFRS 3 "Business Combinations".

For these acquisitions, an entity must apply theoaating principles relating to business combinasio

under IFRS 3 and other IFRSs that do not contrattiet provisions of IFRS 11t must also provide

information required for business combinations lire thotes.This applies at the time of an interest is

initially acquired, and at the time of any subsetfuecquisitionsin that case, the entity must:

= measure identifiable assets and liabilities at faafue,

= expense acquisition-related costs in the periodvinich these costs were incurred and the services
received,

= recognize deferred tax generated by the initiabggdtion of assets and liabilities as required BRE
3 and IAS 12 "Income Taxes" for business combinati@xcept for deferred tax resulting from the
initial recognition of goodwill),

= recognize under goodwill any surplus in the consitlen transferred relative to the amount of
identifiable assets acquired or liabilities assunmedthe acquisition date,

= perform an impairment test at least once per yeath® cash generating units to which goodwill has
been allocated,

= Amendments to IAS 16 and IAS 38 "Clarification ofceeptable Methods of Depreciation and
Amortisation”: applicable from January 1, 2016.
IAS 16 and IAS 38 both involve the principle whegriite basis for depreciation/amortization corresg®n
to the consumption of future economic benefits eiredoin an assefThe IASB has stated that using a
revenue-based method for depreciation/amortizatsonot appropriate, because revenue generated by a
business that includes the use of an asset invédwdsrs other than the consumption of future ecoico
benefits embodied in that asset.
The IASB has also stated that revenue is, in génemesumed to be an inappropriate basis for measur
the consumption of future economic benefits embddiean intangible asseHowever, this presumption
may be rebutted in certain limited circumstances.

=  Amendments to IAS 19 "Defined Benefit Plans: Emplyontributions": applicable from July 1, 2014.
This amendment applies to contributions from emgaeyor third parties to defined-benefit plafibe aim
of the amendment is to simplify the recognitiorcarfitributions that are independent of the number of
years of employee service, such as employee combris calculated on the basis of a fixed perceataly
salary. These contributions may be recognized as a redudticemployee benefit costs in the period in
which the benefit is paid, instead of being atttdzlito periods of service.

= Annual improvements to IFRS - 2010-2012 and 201132@pplicable from July 1, 2014.
In December 2013, the IASB published the Annualdugments 2010-2012 and 2011-2013 as part of its
annual process of reviewing and improving standafti® main amendments are as follows:
= |IFRS 2 "Share-based Payment": definition of vestiogdition;
= IFRS 3 "Business Combinations": accounting for suggnt consideration in a business combination;
= IFRS 8 "Operating Segments": disclosures regardimg criteria for the aggregation of operating
segments and the reconciliation of the total ofré@rtable segments’ assets to the entity’s assets
= IFRS 13 "Fair Value Measurement": clarification tife notion of fair value concerning short-term
receivables and payables;
= |AS 16 "Property, Plant and Equipment” and IAS B8dngible Assets": application of the revaluation
method;
= |IAS 24 "Related Party Disclosures": clarificationf ehe notion of services performed by key
management personnel;
IFRS 3 "Business Combinations": scope exceptiongiftt ventures;
IFRS 13 "Fair Value Measurement": offsetting posisies for a portfolio of financial assets and
liabilities;
= |AS 40 "Investment Property": clarifying the intelationship between IFRS 3 and IAS 40 to determine
the extent to which the acquisition of a buildiramyde analyzed as a business combination within the
meaning of IFRS 3.

438
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The Group has not applied any of these new staadarcamendments in advance and is in the process of
assessing the impact resulting from their firstetiapplication, with the exception of IFRS 9, sitioe Group is
waiting for the final version of the standard topagblished.

Note 1.4 Impact of the application of new standards IFRS 10, IFRS 11 and IFRS 12

In 2013, the Group adopted IFRS 10 "Disclosurentdrests in Other Entities”, IFRS 11 "Joint Arramgats”
and IFRS 12 "Disclosure of Interests in Other kegit

As part of the early adoption of IFRS 10 and 11 from December 31, 2013, the Group has carried out an
exhaustive analysis of companies that have governance agreements with external investors in order to
assess the Group’s level of control over the assets concerned. Given these new standards, the analysis
and conclusions regarding the investments concerned or investments subject to our judgment are set
out in the notes to the consolidated financial statements for the year ended December 31, 2013. There
were no changes at June 30, 2014.

Jointly controlled entities (Corin Asset Management and GM Geispolsheim) that were previously
proportionally consolidated under IAS 31 have been designated as joint ventures within the meaning of
IFRS 11. They have been accounted for under the equity method since January 1, 2013.

The financial statements to June 30, 2013 have been adjusted to reflect the impact of the application
of these standards. The adjustments made do not impact “Comprehensive income attributable to Group
equity holders” or total shareholders' equity. They affect primarily the presentation of the financial
statements insofar as all profits and losses from the subsidiaries concerned are now presented on a net
basis under “share of net income from associates”, and those on the balance sheet are now recognized
as “Investments in associates”.

The impact on the Group’s consolidated financial statements at June 30, 2013 is as follows:

Adjustment
(in thousands of euros) r0e6p!§2.‘1e?1 for IFRS 10- 06/2013 proforma
11

Intangible assets 770 - 770
Property, plant and equipment other than

investment property 535 - 535
Investment property 1,409,468 - 1,409,468
Investments in associates 13,669 90 13,758
Other non-current assets 20,280 - 20,280
Deferred tax assets 171 - 171
Non-current assets 1,444,893 90 1,444,981
Trade receivables 17,964 (213) 17,751
Other current assets 31,132 (282) 30,851
Cash and cash equivalents 87,466 (394) 87,072
Investment property held for sale 31,771 - 31,771
Current assets 168,332 (888) 167,444
TOTAL ASSETS 1,613,225 (800) 1,612,425
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Adjustment

(in thousands of euros) r(')e(;plgr?tzi for IF1R1$ 10- 06/2013 proforma
Total shareholders' equity 703,947 - 703,947
Non-current provisions 234 - 234
Non-current financial liabilities 747,950 - 747,950
Deposits and guarantees 22,287 - 22,287
Non-current tax liabilities and deferred tax
liabilities 880 - 880
Non-current liabilities 771,351 - 771,351
Trade payables 11,303 (153) 11,150
Current financial liabilities 101,313 - 101,313
Short-term provisions 1,096 - 1,096
Other current liabilities 24,210 (646) 23,565
Current tax liabilities 5 (2) 3
Current liabilities 137,927 (800) 137,127
TOTAL EQUITY AND LIABILITIES 1,613,225 (800) 1,612,425
CONSOLIDATED INCOME STATEMENT

. 06/2013 Adjustment

(in thousands of euros) reported for IF1R1$ 10- 06/2013 proforma
Net rental income 71,723 (110) 71,613
Operating income 103,600 (229) 103,371
Net financial income/(expense) (16,544) - (16,544)
Tax 276 12 288
Share of net income of associates - 217 217
Consolidated net income 87,332 - 87,332

Note 1.5 Use of estimates and judgments

In preparing the consolidated financial statements, the Group is required to make a number of
judgments, estimates and assumptions that affect certain assets and liabilities, income and expense
items, and certain information provided in the notes to the financial statements. Because assumptions
are inherently uncertain, actual results may differ significantly from these estimates.

The Mercialys group reviews its estimates and assessments on a regular basis to take past experience
into account and incorporate factors considered relevant under current economic conditions.

In the context of preparing the consolidated interim financial statements, the main judgments made by
Executive Management and the main assumptions made are the same as those applied when preparing
the consolidated financial statements for the fiscal year ended December 31, 2013.
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Note 2 Significant events

Start of development at the Toulouse Fenouillet regional shopping center

As part of its strategy to develop global and unique retail venues, Mercialys launched a project to
redevelop and extend its Toulouse Fenouillet site in order to transform it into a leading regional
shopping mall in the Toulouse area.

This regional shopping mall will become the largest site in the Mercialys portfolio with an eventual
estimated appraisal value of Euro 240 million.

This project will be completed in two phases:
- creation of a retail park comprising nine medium-sized stores, adjacent to the existing site, with
a GLA of 24,400 m2. Work will start this summer. The opening of this retail park is scheduled in
the spring of 2015,
- extension of the existing shopping mall and redevelopment of part of the large food store: 13
new medium-sized stores and 47 new small stores will be developed across a total area 24,300
m2, along with 13 restaurants. This second phase is due to open in the fall of 2016.

The project represents an estimated investment of Euro 180 million including Euro 58 million already
invested.

Ten projects to be completed in 2014, including threein thefirst half of 2014

In the first half of 2014, redevelopment and extension programs continued, with the completion of
three projects: a retail park in Albertville, a shopping mall extension in Lanester and the first phase of a
shopping mall extension in Aix-en-Provence.

At the same time, work began on seven other sites, with the completion of projects under the "L’Esprit
Voisin" program due in the second half of 2014.

Launch of four new development projects and acquisition of a portfolio of service and restaurant
areasfor Euro 144 million

Mercialys bought from Casino the freeholds of four large food stores in the first half of 2014, along with
a portfolio of service and restaurant areas for a total of Euro 144 million including transfer taxes.

Ongoing disposals of non-core assets. 11 assets and one financial investment sold in thefirst half of
2014 for Euro 179 million

In the first half 2014, Mercialys sold:
e 11 mature assets, including five large food stores acquired in 2009 and six standalone lots, for a
total of Euro 174 million including transfer taxes.
* a non-strategic financial investment in GreenYellow (a company that develops photovoltaic
power units) for Euro 4.8 million.
These transactions represent a continuation of the Group's policy of selling non-core assets.
The disposals also helped finance Mercialys' acquisitions during the first half of 2014.
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Note 3 Seasonal nature of the business

The Group's activities are not subject to any seasonal effects.

Note 4 Information by operating segment

Segment reporting reflects management’s view and is established on the basis of internal reporting used
by the chief operating decision maker (the Chairman and Chief Executive Officer) to make decisions
about resources to be allocated and assess the Group’s performance.

As the Group’s Executive Management does not use a breakdown of operations to review operating
matters, no segment reporting is provided in the financial statements.

To date, there is only one geographic segment, given that the Group’s asset portfolio consists entirely of
properties located in France. In the future, however, the Mercialys group does not rule out making
investments outside France, in which case information would be disclosed for other geographic
segments as well.
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Note 5 Changes in the scope of consolidation

As of June 30, 2014, the scope of consolidation included the following companies:

June 30, 2014 December 31, 2013

Name Method Inteorest Cor:trol Method Inteorest Cor:trol
% % % %
Mercialys SA FC company company  FC company company
Mercialys Gestion SAS FC 100.00% 100.00% FC 100.00% 100.009%
SCI Kerbernard FC 98.31% 100.00% FC 98.31% 100.00%
Point Confort SA FC 100.00% 100.00% FC 100.00% 100.009%
Corin Asset Management SAS EM 40.00%  40.00% EM 40.00%  40.00%
SCI La Diane FC 100.00% 100.00% FC 100.00% 100.00%
Société de centre commercial de Lons SNC FC 100.00% 100.00% FC 100.00% 100.00%
Société du Centre Commercial de Narbonne SNC FC 100.00% 100.00% FC 100.00% 100.00%
FISO SNC FC 100.00% 100.00% FC 100.00% 100.009%
Kretiaux SAS FC 100.00% 100.00% FC 100.00% 100.009%
SAS des Salins FC 100.00% 100.00% FC 100.00% 100.00%
SCI Timur FC 100.00% 100.00% FC 100.00% 100.00%
SNC Agout FC 100.00% 100.00% FC 100.00% 100.00%
SNC Géante Periaz FC 100.00% 100.00% FC 100.00% 100.009%
SNC Dentelle FC 100.00% 100.00% FC 100.00% 100.009%
SNC Chantecouriol FC 100.00% 100.00% FC 100.00% 100.009%
SCI GM Geispolsheim EM 50.00%  50.00% EM 50.00%  50.00%
SCI Caserne de Bonne FC 100.00% 100.00% FC 100.00% 100.009%
SNC Pessac?2 FC 100.00% 100.00% FC 100.00% 100.009%
SNC Agence d’ici FC 100.00% 100.00% FC 100.00% 100.009%
SCI AMR EM 43.42%  43.42% EM 43.42%  43.42%
SNC Aix2 EM 50.00%  50.00% EM 50.00%  50.00%
SNC Alcudia Albertville FC 100.00% 100.00% FC 100.00% 100.00%
SNC Fenouillet immobilier FC 100.00% 100.00%

FC: full consolidation EM: equity method

As part of the redevelopment and extension of the Toulouse-Fenouillet shopping mall, Mercialys:
- acquired the land and buildings of the large food store from Casino for Euro 39.5 million;

- took control of SNC Fenouillet Immobilier, which mainly holds the building permits, for Euro
10,921 thousand.

These transactions were carried out together and treated as the acquisition of a standalone asset, i.e. a
set of properties to be redeveloped.
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Note 6 Cash, cash equivalents and net debt

The "net cash” and "net debt" aggregate items break down as follows for the half-year period to June 30,
2014 and the fiscal year ended December 31, 2013:

December 31,

(in thousands of euros) June 30, 2014 2013
Cash 6,491 15,694
Cash equivalents 101 101
Gross cash 6,592 15,795
Current bank borrowings (10,073) (5,316)
Net cash (3,481) 10,479

Under the terms of the liquidity agreement with Oddo & Cie, the cash managed is invested in money-
market funds. These funds meet the criteria for cash equivalents and are part of the net cash position.

Note 7 Equity

At June 30, 2014, the share capital amounted to Euro 92,049,169, comprising 92,049,169 fully paid-up
shares each with a par value of Euro 1.
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Note 8 Dividends paid, proposed or decided

Of the 92,049,169 shares at December 31, 2013, 91,820,642 carried an entitlement to the dividend in
respect of 2013 (228,527 treasury shares are exempt from payment).

The Company paid its shareholders a gross dividend of Euro 1.16 per share in respect of the financial
year ended December 31, 2013. An interim dividend of Euro 0.34 per share was paid in 2013, and the
final dividend of Euro 0.82 per share was paid on May 9, 2014.

Payment of the final dividend represented a total of Euro 75,293 thousand.

The total dividend for the 2013 financial year therefore came to Euro 106,528 thousand.

Note 9 Business combinations

No business combination was formed during the period ended June 30, 2014. Any asset transactions
involved acquisitions or disposals of stand-alone assets.

Note 10 Investment property and investment property held for sale

Acquisitions and disposals

In June 2014, Mercialys carried out asset transactions with the Casino group which, in legal terms, took
the form of asset exchanges.

Given the nature of the assets exchanged and the commercial substance of the transactions, the
acquisitions and disposals were recognized separately.

As part of these exchanges with the Casino group, Mercialys acquired the Toulouse Fenouillet site for
Euro 33.1 million (excluding transfer taxes), Rennes Saint-Grégoire for Euro 30.1 million (excluding
transfer taxes), Saint-Etienne Monthieu for Euro 41.2 million (excluding transfer taxes), Niort for Euro
24.0 million (excluding transfer taxes) and Brest for Euro 36.1 million (excluding transfer taxes), and
sold five assets for a net price of Euro 170.6 million (excluding transfer taxes).

Cash inflows and outflows relating to these exchanges correspond to balancing payments. The balancing
payment relating to the disposals amounted to Euro 11.6 million, of which Euro 4.1 million had not been
received by the end of June 2014.

Disbursements relating to the acquisitions in these exchanges amounted to Euro 16.9 million (balancing
payment of Euro 6.9 million and Euro 10.0 million of transfer taxes).

As regards the Toulouse Fenouillet site, the Group also bought land for Euro 5.5 million and shares in
SNC Fenouillet Immobilier from the Casino group (Note 5 ).

Work initiated in 2013 also continued. Work concerned the Angers site for Euro 5.7 million, Lanester for

Euro 3.3 million, Besancon for Euro 3.5 million, Clermont for Euro 1.5 million and Annemasse for Euro
1.0 million.

Impairment of investment property

Impairment losses on investment properties were also recognized in the first half of 2014 in the amount
of Euro 621 thousand. These impairment losses concerned the Brive La Gaillarde city-center site (Euro
343 thousand), Chateauroux (Euro 162 thousand) and Marseille Les Olives (Euro 117 thousand).
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Fair value of investment property and investment property held for sale

At December 31, 2013, BNP Estate Valuation, Catella and Galtier updated valuations on all of the
appraisals they had made previously:

v" BNP Real Estate Valuation conducted the appraisal of 45 sites at December 31, 2013, on the
basis of visits to nine of the sites during the second half of 2013, and on the basis of an update
of the appraisals conducted at June 30, 2013, for the other sites. Fourteen site visits were
carried out during the first half of 2013.

v' Catella conducted the appraisal of 30 sites at December 31, 2013, on the basis of a visit to 11 of
the sites during the second half of 2013, and on the basis of an update of the appraisals for the
other sites. Ten site visits were carried out during the first half of 2013.

v Galtier conducted the appraisal of Mercialys’ other assets, i.e. 16 sites at December 31, 2013, on
the basis of an update of the appraisals conducted at June 30, 2013, for the other sites. Four
site visits were carried out during the first half of 2013.

Sites acquired during 2013 were valued as follows at December 31, 2013:
v' The H&M store extension in Clermont-Ferrand acquired in the fourth quarter of 2013 was valued
at cost;
v' The six assets acquired on an off-plan basis in December 2013 (the Albertville retail park and the
Lanester, Besancon, Clermont-Ferrand, Aix-en-Provence and St Paul in La Réunion extensions)
were also valued at cost.

At June 30, 2014, BNP Real Estate Valuation, Catella and Galtier updated their valuations of Mercialys'
portfolio:

v" BNP Real Estate Valuation conducted the appraisal of 45 sites at June 30, 2014, by visiting seven
of the sites during the first half of 2014, and on the basis of an update of the appraisals
conducted at December 31, 2013, for the other sites.

v' Catella conducted the appraisal of 29 sites at June 30, 2014, based an update of the appraisals
conducted at December 31, 2013.

v Galtier conducted the appraisal of the remaining Mercialys sites, i.e. 15 sites at June 30, 2014,
based an update of the appraisals conducted at December 31, 2013.

On this basis, the portfolio was valued at Euro 2,579.6 million including transfer taxes and Euro 2,430.4
million excluding transfer taxes at June 30, 2014, compared with Euro 2,464.9 million including transfer
taxes and Euro 2,335.9 million excluding transfer taxes at December 31, 2013.

According to IFRS 13, this is a level 3 valuation.

The value of the portfolio therefore rose by +4.7% over six months (up +3.3% on a like-for-like basis).
The average appraisal yield was 5.7% at June 30, 2014, compared with 5.85% at December 31, 2013 and
June 30, 2013.

Sites acquired during the first half of 2014 were valued as follows at June 30, 2014:
v" The Toulouse Fenouillet project was valued at its purchase price,
v' The four large food store freeholds, along with new retail space lots, were also valued at
purchase price.

The Euro 115 million increase in the market value of properties over six months therefore stemmed
from:

v'an increase in rents on a like-for-like basis: Euro 36 million";

v' a lower average capitalization rate: positive impact of Euro 40 million;

v' changes in scope: positive impact of Euro 39 million.

7 Including the revaluation of redevelopment projextquired in December 2013.
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The average capitalization rate on the basis of appraisal valuations was as follows:

June 30, 2014 December 31, 2013 June 30, 2012

Large regional shopping centers 5.4% 5.5% 5.4%
Neighborhood shopping centers 6.5% 6.7% 6.5%
Total portfolio ' 5.7% 5.85% 5.8%

! Including other assets (large food stores, largecialty stores, independent cafeterias and othendslone sites)

The following table gives the breakdown of market value and gross leasable area (GLA) by type of asset
at June 30, 2014, as well as corresponding appraised rents:

Number of Gross leasable
assets at Appraisal value area
06/30/2014 at 06/30/2014 inc. TT at 06/30/2014 Appraised net rental income
(in millions of (in millions of

Type of property euros) (%) (m?) (%) euros) (%)
Large regional 25 19769  77% 454500  69% 104.8 71%
shopping centers
Neighborhood shopping centers 36 548.2 21%  166,60025% 37.2 25%
Sub-total shopping centers 61 25250 98% 621,100 94% 142.0 97%
Other® 28 54.6 2% 39,000 6% 4.6 3%
Total 89 2,579.6 100% 660,100 100% 146.6 100%

(1) Large food stores, large specialty stores, indepeinchafeterias, other (service malls, convenietares)
N.B. Large food storesgross leasable area of over 750 m2.
Large specialty storegross leasable area of over 750 m2.

Therefore, assuming annual rental income of Euro 146.6 million and a capitalization rate of 5.85%, a
0.5% reduction in the capitalization rate to 5.4% would result in an increase in the fair value of
properties of Euro 161.2 million. A 0.5% increase in the capitalization rate to 6.4% would reduce the fair
value of the portfolio by Euro 270.4 million. A 10% increase or decrease in rental income would have a
positive or negative impact of Euro 177.6 million with a capitalization rate of 5.85%.

On the basis of these appraisals, impairment losses on investment properties were recognized at end-
June 2014 in the amount of Euro 621 thousand. No impairment was recorded in the financial statements
to June 30, 2013.

Note 11 Other income

Other recurring income of Euro 345 thousand recognized in the first half of 2014 corresponds to
dividends received from the OPCI fund UIR2 created in partnership with Union Investment.

These dividends correspond to the management of the OPCI’s retail property assets, similar to the
business activity pursued by Mercialys. They are therefore presented as operating income.

In the first half of 2013, these dividends amounted to Euro 472 thousand.

Note 12 Other operating income and expenses

Other operating income totaled Euro 174.7 million in the first half of 2014 compared with Euro 138.4
million in the first half of 2013. They mainly related to asset sales in the first half of 2014 totaling Euro
174.2 million (Euro 137.6 million in the first half of 2013).

Other operating expenses totaled Euro 117.1 million in the first half of 2014 compared with Euro 91.7
million in the first half of 2013. In the first half of 2014, they mainly comprised the net book value of
assets sold in the first half of 2014 and costs associated with these asset sales (Euro 115.5 million
compared with Euro 89.9 million in the first half of 2013).

On this basis, the net capital gain recognized in the consolidated financial statements to June 30, 2014
relating to asset sales carried out in the first half of the year amounts to Euro 57.8 million.
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Note 13 Other non-current assets

At June 30, 2014, other non-current assets mainly included non-current financial assets used for hedging
(Euro 15,408 thousand), amounts receivable from tenants under building leases (Euro 8,235 thousand)
and available-for-sale financial assets (Euro 9,735 thousand).

The fall in available-for-sale financial assets is due to the Group's sale of its stake in GreenYellow. The
fair value of this available-for-sale financial asset was Euro 2,823 thousand. (0)
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Note 14 Borrowings, debt and financial liabilities

Note 14.1 Net debt

June 30, 2014 December 31, 2013

(in thousands of euros) Non- Non-

current Current Total current Current Total
Bonds (659,328) (6,277)  (665,605) (645,775) (19,679) (665,454)
Other borrowings and financial (100,000) (501) (100,501) (100,000) (495) (100,495)
liabilities
Commercial paper - (65,500) (65,500) - - -
Bank facilities (10,073) (10,073) - (5,316) (5,316)
Fair value hedging derivatives - (4,005) (535) (4,540) (1,334) (1,554) (2,888)
liabilities
Gross debt (763,333) (82,886) (846,219) (747,109) (27,044) (774,153)
;?;;t"s alue hedging derivatives - 15,407 5,147 20,554 . 16,493 16,493
Cash and cash equivalents 6,592 6,592 - 15,795 15,795
Available cash and other 15,407 11,739 27,146 - 32,288 32,288
financial assets
NET DEBT (747,926) (71,147) (819,073) (747,109) 5,244  (741,865)

Note 14.2 Borrowings and debt

Financial covenants:

Mercialys' financial liabilities are subject to default clauses (resulting in early redemption) in the event
that the Group fails to comply with the following financial ratios:
v' Loan To Value (LTV): consolidated net debt/consolidated fair value of investment properties
excluding transfer taxes < 50%, at each accounting date;
v interest Cost Ratio (ICR): consolidated EBITDA' /interest (net financial expenses) > 2, at each
accounting date;
v' Secured debt/consolidated fair value of investment properties excluding transfer taxes < 20% at
any time;
v" Consolidated fair value of investment properties excluding transfer taxes > Euro 1 billion at any
time.
Change of ownership clauses are also applicable.

The LTV ratio stood at 33.7% at end-June 2014.

(in millions of euros) June 30, 2014 Dece;z)tﬁr 31,
Consolidated net debt 819.1 741.9
Consolidated fair value of investment properties 2,430.4 2,335.9
excluding transfer taxes

Loan To Value (LTV) 33.7% 31.8%

19 . . . s
EBITDA: earnings before interest, taxes, depreciation, and amortization.
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Meanwhile, the interest cost ratio (ratio of EBITDA to cost of net debt) was 4.7, well above the
contractual covenant requirement of over 2.

(in millions of euros) December 31,

June 30, 2014

2013
Consolidated EBITDA 67.1 129.5
Cost of net debt 14.3 30.7
Interest Cost Ratio (ICR) 4.7 4.2

At June 30, 2014, the two other contractual covenants, as well as the commitment and default clauses,
were also respected.

Note 15 Fair value of financial instruments

The Group has identified three financial instrument categories based on the two valuation methods used

(listed prices and valuation techniques). This classification is used as a basis for presenting the

characteristics of financial instruments recognized in the balance sheet at fair value at the end of the

reporting period:

= |evel 1: financial instruments traded in an active market;

»= level 2: financial instruments whose fair value is determined using valuation techniques drawing on
observable market inputs;

» level 3: financial instruments whose fair value is determined using valuation techniques drawing on
non-observable inputs.

At June 30, 2014, available-for-sale (AFS) assets measured at fair value mainly comprised units in OPCI
funds. Their fair value has been determined on the basis of their net asset value. This is a level 3
valuation.

Derivative financial instruments are measured externally using the customary valuation techniques for

this type of instrument. Valuation models include observable market parameters - in particular the yield
curve - and the quality of the counterparty. These fair value measurements are generally category 2.
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Note 15.1 Carrying amount and fair value of financial assets and liabilities

The table below shows a comparison of the carrgimpunt of financial assets and liabilities withitHair
value.

June 30, 2014

Carrying Non-  Value of

(in thousands of euros) amount  ghancial  financial Fair
ON  assetsor assets or value
balance j5pjlities liabilities
sheet

Financial assets
Other non-current assets 33,538 8,395 25,143 25,143
Trade receivables 25,508 - 25,508 25,508
Other receivables 43,892 18,890 25,002 25,002
Cash and cash equivalents 6,592 - 6,592 6,592
Financial liabilities
Bonds 665,605 - 665,605 731,200
Other borrowings and financial liabilities 166,001 - 166,001 166,001
Deposits and guarantees 22,302 - 22,302 22,302
Bank facilities 10,073 - 10,073 10,073
Fair value hedging derivatives - liabilities 4,540 - 4,540 4,540
Trade payables 15,232 - 15,232 15,232
Other current liabilities 23,385 9,590 13,795 13,795

Note 15.2 Fair value hierarchy for financial instruments

The tables below show financial assets and liabilities stated at fair value according to the following
three categories:

Fair value hierarchy

Models using Models using

(in thousands of euros) Marl.<et observable non- June 30,
price inbuts observable 2014
= level 1 =1 P inputs
= level 2 =1
= level 3
ASSETS
Available-for-sale financial assets - - 9,735 9,735
Fair value hedging derivatives - assets 20,554 ) 20,554
(current and non-current)
Cash equivalents 6,592 - - 6,592
LIABILITIES
Bonds 731,231 - - 731,231
Fair value hedging derivatives - liabilities i 4,540 ) 4,540

(current and non-current)
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Note 16 Net financial income/(expense)

The cost of gross debt totaled Euro 14,352 thousand in the first half of 2014, down from Euro 17,439
million in the first half of 2013. The sharp decline was mainly due to the early redemption of bank debt
in 2013.

The net financial income/ (expense) item includes:

- as expenses: the net carrying amount of shares in GreenYellow, which were sold for Euro 458
thousand, and financial expenses relating to Company's financial structure, net of income from the
implementation of the associated interest rate hedging policy.

- as income: proceeds from the disposal of Mercialys' stake in GreenYellow for Euro 4,790 thousand and
dividends on equity investments, as well as interest income on cash generated in the course of
operations and deposits from tenants.

As a result, the net financial expense amounted to Euro 10,429 thousand in the first half of 2014, as

opposed to Euro 16,544 thousand in the first half of 2013. It was reduced by the disposal of Mercialys'
stake in GreenYellow for Euro 4,332 thousand.

Note 17 Contingent assets and liabilities

No event in the first half of the year is likely to generate a contingent asset or liability.
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Note 18 Tax

The amount of tax for the first half of 2014 is determined on the basis of actual results.

The tax regime for French "SIIC" (REIT) companies exempts them from paying tax on their income from
real estate activities provided that at least 95% of net income from rental activities and 60% of gains on
the disposal of real estate assets are distributed to shareholders.

The Euro 30 thousand tax charge mainly relates to taxes on the earnings of companies that are not
covered by the SIIC regime (Euro 366 thousand) and the tax on business added-value (CVAE, Euro 350
thousand). This is in addition to deferred tax, which included the use of tax losses in an amount of Euro
937 thousand.

The tax charge for the first half of 2013 corresponded to taxation of the development margin generated
on the Bordeaux-Pessac extension project, invoiced fees and financial income on cash holdings less a
share of the Company’'s central costs allocated to its taxable income and financial expenses. This was in
addition to deferred tax.

Note 19 Off-balance sheet commitments

The Group's commitments at June 30, 2014 are those mentioned in the annual financial statements to
December 31, 2013, in addition to the commitments described below.

Assets subject to preliminary sales agreements or firm purchase offers signed at June 30, 2014 represent
a value of Euro 5.3 million including transfer taxes. They are recorded under "Investment property held
for sale”.

Note 20 Related party transactions
With SCI AMR:

Mercialys has entered into the following agreements with SCI AMR:
» Real estate advisory service agreement: a 5-year agreement whereby Mercialys will provide SCI
AMR with general assistance in the financial management of its real estate assets.
» 5-year exclusive letting mandate.
The amount of these transactions is Euro 181 thousand.

With the Casino group:

The Mercialys group maintains contractual relations with various companies of the Casino group.

In the first half of 2014, Mercialys carried out a certain number of asset transactions with the Casino
group, which are discussed in Note 10 , in the "acquisitions and disposals” section. Those transactions
involved four asset exchange contracts. They also gave rise to the acquisition of SCCV Fenouillet
Immobilier (Note 5 ).

Leases granted by the Mercialys group to Casino group companies developed as follows in the first half
of 2014:
= - two leases for Casino Restauration, with a total of 55 leases at June 30, 2014, including 45 leases
on premises operated under the Casino Cafétéria name and 10 leases on premises operated under
other names (compared with 57 leases at June 30, 2013);
= Other Casino group entities - 12 leases, bringing the total to 58 leases at June 30, 2014 (compared
with 70 leases at June 30, 2013).

Rents invoiced under these leases during the first half of 2014 amounted to:
» Euro 3,666 thousand for Casino Restauration (compared with Euro 4,107 thousand in the first half of
2013);
= Euro 8,648 thousand for other entities (compared with Euro 8,359 thousand in the first half of 2013).

The fees paid by Mercialys and its subsidiaries to Sudeco, a wholly-owned subsidiary of the Casino

Group, in relation to Property Management activities amounted to Euro 2,684 thousand in the first half
of 2014 (compared with Euro 2,645 thousand in the first half of 2013).
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Within the framework of the Partnership Agreement, Casino and Mercialys have made a reciprocal
upstream commitment concerning a pipeline of projects offering sufficient visibility.

> Casino will only begin works once the order has been reiterated by Mercialys after definitive
authorization is obtained and at least 60% of developments have been pre-let (as a percentage of
projected rents - leases signed).

> As before, the acquisition price of the projects developed by Casino will be determined on the basis of
a capitalization rate defined according to a matrix updated twice a year depending on changes in
appraisal rates of Mercialys' portfolio, and projected rents for the project. As before, the acquisition
price will be paid by Mercialys on effective completion of the site.

The principle of upside/downside being split 50/50 is maintained to take account of the effective
conditions under which the properties will be let. Therefore, if there is a positive or negative difference
(upside or downside) between effective rents resulting from letting and expected rents at the outset,
the price will be adjusted upwards or downwards by 50% of the difference observed.

In return for the exclusivity clause, the new partnership agreement includes a non-compete clause in
favor of Casino. Mercialys will therefore not be able to develop a new shopping center competing with a
Casino or affiliated hypermarket without Casino's agreement.

The duration of the new Partnership Agreement is three and a half years. While the previous agreement
expired on December 31, 2014, the new agreement will expire on December 31, 2015, with the
possibility of the parties holding talks in 2014 about extending it beyond this date. The new agreement
will continue to have effect beyond this date for any projects "validated” within the meaning of the
agreement before December 31, 2015.

No acquisitions were made under this agreement during the first half of 2014.

The amount paid by Mercialys under the Service Agreement came to Euro 481 thousand in the first half
of 2014 (compared with Euro 510 thousand in the first half of 2013).

Fees received by Mercialys under the Advisory Services Agreement between Mercialys and

L'lmmobiliere Groupe Casino and Alcudia Promotion came to Euro 593 thousand in the first half of 2014
(compared with Euro 604 thousand in the first half of 2013).
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On September 8, 2005, Mercialys signed a Current Account and Cash Management Agreement with
Casino. Under the agreement, Mercialys and Casino set up a shareholders' current account that recorded
all payments, withdrawals and advances of sums that may be made reciprocally between the two
companies.

After Casino reduced its stake in Mercialys, the two parties decided to terminate the existing Current
Account and Cash Management Agreement and sign a new Current Account Agreement. The new
agreement will enable Mercialys to keep a current account with Casino allowing it to benefit from cash
advances from Casino up to the current threshold of Euro 50 million.

The duration of the new agreement is aligned with that of the new Partnership Agreement negotiated
between the parties, i.e. expiring on December 31, 2015.

Under this agreement, the Casino Guichard-Perrachon group granted Mercialys credit facilities for a
maximum amount of Euro 50 million in the form of A Advance, which refers to any advance with a
principal amount that is less than Euro 10 million, and/or B Advance, which refers to any advance with a
principal amount that is equal to or greater than Euro 10 million. These advances are intended solely for
the short-term financing of Mercialys' general needs.

This agreement will expire on December 31, 2015.

As regards interest:

- Any A Advance will bear interest at 1-month Euribor plus Margin A, it being specified that Margin A may
change at each anniversary date depending on Casino Guichard Perrachon's updated re-financing costs.
At July 25, 2013, Margin A was reduced from 0.70% per year to 0.60% per year.

- Any B Advance will bear interest at a Euribor interest rate applicable to the drawdown period plus
Margin B of 1.20% per year.

As regards the agreements signed in relation to the contribution of assets to Mercialys in 2009, amounts
were pre-paid to Casino Group companies. The following amounts were unused at June 30, 2014:

= Delegated project management agreements with IGC Services: Euro 7,419 thousand

= Delegated project management and project management assistance agreements with 1GC

Promotion and Alcudia Promotion: Euro 37 thousand

There were calls for funds relating to property development agreements with IGC Services. These calls
for funds, recognized as receivables, represented an amount of Euro 8,568 thousand at June 30, 2014.
Amounts invoiced in the first half of 2014 in respect of short-term occupancy agreements with
L'lmmobiliere Groupe Casino totaled Euro 776 thousand.

The rental guarantee that Mercialys had received from Opalodis and Plouescadis when acquiring shares
in SCI Caserne de Bonne was terminated on April 18, 2014.

In relation to the termination, Plouescadis made a full and final compensation payment of Euro 1,400
thousand.
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Other related-party transactions in addition to these agreements are summarized as follows:

(in thousands of euros) Income Expense Payables  Receivables
concerning related parties

June 30
Transactions with subsidiaries of the Casino
group
2014 1,757 1,006 7,218 3,622
2013% 1,090 2,195 3,272 3,933
(in thousands of euros) Income Expense Payables  Receivables

concerning related parties

June 30
Transactions with jointly controlled entities
2014 38 290 13 7,161
2013 - 269 13 -

During the first half of 2014, Mercialys paid Casino Group companies a dividend in respect of the
financial year ended December 31, 2013, minus the interim dividend paid in October 2013, representing
Euro 75,293 thousand.

Note 21 Consolidation by another company

Since June 21, 2013, Mercialys has been consolidated by the Casino group using the equity method.

Note 22 Subsequent events

No material events have taken place after June 30, 2014.

20
Following the early application of IFRS 10 and 1®ad-December 2013, the financial statementsra 30, 2014 have been adjusted accordingly
Note 1.4).
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mercialys

L'Esprit Voisin.

Statement by the person responsible for the intBnamncial report

To the best of my knowledge, the interim finansi@tements have been prepared in accordance vplicatge
accounting standards and give a fair view of tleetssand financial position of the company anduaitisidiaries
included in the scope of consolidation and thatitierim financial review gives a true and fair wief key
events of the first six months of the year, theipact on the interim financial statements and thenelated-

party transactions, as well as a description ofntlaén risks and uncertainties for the remainingrbnths of
the year.

Paris, July 22, 2014

Eric LE GENTIL
Chairman and Chief Executive Officer
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Statutory auditors’ review report on the first hydfar
consolidated financial statements for 2014

This is a free translation into English of the ataty auditors' review report on the half-yearly sofidated financial statements issue
in French and it is provided solely for the conwte of English-speaking users. This report shbalcead in conjunction with and
construed in accordance with French law and professligtandards applicable in France.

This report also includes information relating teetspecific verification of information given iret@roup’s interim management report.

Mercialys S.A.

Registered office: 148, rue de I'Université - 750xfis
Share capital: €.92 049 169

Statutory Auditors’ Review Report on the first half-yearly financial information

For the six-month period ended 30 June 2014
To the Shareholders,

In compliance with the assignment entrusted toyugdur annual general meeting and in accordande thve
requirements of article L.451-1-2 Ill of the Frendhonetary and Financial Code (“Code monétaire et
financier”), we hereby report to you on:

» the review of the accompanying condensed half-yaavhsolidated financial statements of Mercialys
for the six-month period ended 30 June 2014,

» the verification of information contained in th@gérim management report.

These condensed half-yearly consolidated finarst@ements are the responsibility of the Board ioéddors.
Our role is to express a conclusion on these fimhstatements based on our review.

I. Conclusion on the financial statements

We conducted our review in accordance with proéessi standards applicable in France. A review tdrim
financial information consists of making inquiriggimarily of persons responsible for financial a@tounting
matters, and applying analytical and other revieocedures. A review is substantially less in scthan an
audit conducted in accordance with professionatdsteds applicable in France and consequently does n
enable us to obtain assurance that we would beesvaee of all significant matters that might be idféad in

an audit. Accordingly, we do not express an augithion.

Based on our review, nothing has come to our atterthat causes us to believe that the accompanying
condensed half-yearly consolidated financial stat@siare not prepared in all material respectacaordance
with 1AS 34 - the standard of the IFRS as adoptedhe European Union applicable to interim finahcia
statements.
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Il. Specific verification

We have also verified the information presentethainterim management report in respect of thalengsed
half-yearly consolidated financial statements sttije our review.

We have no matters to report as to its fair pregmmt and consistency with the condensed half-yearl
consolidated financial statements.

Paris La Défense and Lyon, July 23, 2014

The statutory auditors

KPMG Audit ERNST & YOUNG et Autres
Département de KPMG S.A.

French original signed by French original signed by
Régis Chemouny Sylvain Lauria
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