(1) otherwise, in whole or i part upon certification as to non-U S bencficial ownership in the
lorm sct oul in the Agency Agreement tor mterests in a Permanent Global Note or, 1l so
provided n the applicable Pricing Supplement, lor Dehnitive Notes,

provided that purchasers in the Unmited States and certain U S persons will not be able to recerve
Dchmitive Notes 1in bearer form.

Each Temporary Global Note that s also an Exchangceable Bearer Note will be exchangeable for
Registered Notes i accordance with the Conditions in addition to any Permanent Global Note or
Definmitive Notes for which it may be cxchangeable and. belore its Exchange Date, will also be
cxchangeable in whole or in part for Registered Notes only.

2 Permancent Global Notes

Each Permancnt Global Note will be exchangeable, free of charge to the holder, on or alter 1ts
Exchange Date in whole but not, except as provided under “*Partial Exchange of Permanent Global
Notes™, in part for Delimtive Notes or, in the case of (1) below, Registered Notes:

(1) unless principal in respect of any Notes is not paid when due, by the Issucr giving notice to the
Notcholders and the Fiscal Agent ol 1ts intention to cffect such cxchange;

(i) f the apphcable Pricing Supplement provides that such Global Notc is exchangeable at the
request of the holder, by the holder giving notice to the Fiscal Agent of 1ts clection [or such
cxchange;

(i) 1f the Permancnt Global Note is an Exchangeable Bearer Note, by the holder giving notice to
the Fiscal Agent of its clection to exchange the whole or a part of such Global Note lor
Registered Notes; and

(iv) otherwise, (1) if the Permancnt Global Note 1s held on behalf of Euroclear, Clearstrcam,
Luxembourg, Euroclecar Francec or an Alternative Clearing System, and any such clearing
system is closcd for business for a continuous period of 14 days (other than by reason of
holidays, statutory or otherwise) or announces an intention permancntly to ccasc business or
in fact does so or (2) if principal in respect of any Notes is not paid when due, by the holder
giving notice to the Fiscal Agent of 1ts election for such exchange.

3 Partial Exchange of Permanent Global Notes

For so long as a Permanent Global Note 1s held on behalf of a clearing system and that clearing
system so permits, such Permanent Global Note will be exchangeable in part on one or more occasions
(1) for Registercd Notes if the Permanent Global Note is an Exchangeable Bearer Note and the part
submitted for exchange is to be exchanged for Registered Notes, or (2) for Definitive Notes (i) if principal
in respect of any Notes is not paid when due or (ii) if so provided in, and in accordance with, the
Conditions (which will be set out in the applicable Pricing Supplement) relating to Partly-paid Notes.

4 Delivery of Notes

On or after any due date for exchange the holder of a Global Note may surrender such Global Note
or, in the casc of a partial exchange, present it for endorsement to or to the order of the Fiscal Agent. In
cxchange for any Global Note, or the part thereof to be exchanged, the Issuer will (1) 1n the case of a
Temporary Global Note ecxchangeable for a Permanent Global Note, deliver, or procure the delivery of, a
Permanent Global Note in an aggregate nominal amount equal to that of thc whole or that part of a
Temporary Global Notc that is being exchanged or, in the case of a subsequent exchange, endorse, or
procure the cndorsement of, a Permancnt Global Note to reflect such exchange or (11} in the case of a
Global Note exchangeable for Definitive Notes or Registered Notes, deliver, or procure the delivery of,
an equal aggrcgate nominal amount of duly executed and authenticated Definitive Notes and/or
Certificalcs, as the case may be. In this Offering Circular, *“Definitive Notes” means, 1n relation to any
Global Note, the definitive Bearer Notes for which such Global Note may be exchanged (if appropriate,
having attached to them all Coupons and Receipts in respect of interest or Instalment Amounts that have
not already been paid on the Global Note and a Talon). Definitive Notes will be security printed 1n
accordance with any applicable legal and stock exchange requirements in or substantially in the form set
out in the Schedules to the Agency Agreement. On exchange in full of each Permanent Global Note, the
Issuer will, if the holder so requests, procurc that it is cancelled and returned to the holder together with
the relevant Definitive Notes.
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5 Exchange Date

“Exchange Date™ means, n relation to a Temporary Global Note, the day falling alter the eapiry ol
40 days alter 1ts issuce and, m relation to a Permanent Global Note, a day lalling not I¢ss than 60 days, or
m the case ol lailure to pay principal in respect ol any Notes when due, 30 days, alter that on which the
notice requiring exchange s given and on which banks arc open for bustness i the aty i which the
spectfied olfice ol the Fiscal Agent 1s located and n the city in which the relevant clearing system s
located

Madification of the Conditions of the Notes while in Global Form

The Global Notes and Global Certificates contam provisions that apply (o the Notes that they
represent, some of which modily the cllect of the terms and condiions of the Noltes set out i this
Ollering Circular The following is a summary ol certain ol thosc provisions.

1 Payments

No payment lalling duc after the Exchange Date will be made on any Global Note unless exchange
for an mterest in a Permanent Global Note or for Defimitive Notes or Registered Notes 15 improperly
withheld or retused. Payments on any Temporary Global Note 1ssucd in compliance with the D Rules
before the Exchange Date will only be made against presentation of certification as to non-U.S benclicial
ownership in the lorm sct out 1n the Agency Agreement. All payments in respect of Noles represented by
a Global Note will bc madc against presentation for endorsement and, if no further payment falls to be
madc in respect of the Notes, surrender of that Global Note to or to the order of the Fiscal Agent or such
other Paying Agent as shall have been notilicd to the Notcholders for such purpose A record of cach
payment so made will be endorsed on cach Global Note, which endorsement will be prima facic evidence
that such payment has been made n respect of the Noies.

2 Prescription

Claims against the Issuer in respect ol principal and interest in respect of Notes that are represented
by a Global Note will become void unless it 1s presented for payment within a period of ten years (in the
casc of principal) and five years (in the case of interest) from the appropnate Relevant Date (as defined
in Condition 8).

3 Meetings

The holder of a Permanent Global Note or of the Notes represented by a Global Certificate shall
(unless such Permancnt Global Note or Global Certificate represents only one Note) be trcated as being
two persons for the purposes of any quorum requirements of a meeting of Noteholders and at any such
meeting, as having one vote 1n respect of each mmnimum Specified Denomination of Notes for which such
Global Note may be exchanged. (Al holders of Registered Notes are entitled to one vote in respect of
each Note compnsing such Noteholder’s holding, whether or not represented by a Global Certificate.)

4  Cancellation

Cancellation of any Note represented by a Global Note that is required by the Conditions to be
cancelled (other than upon 1its redemption) will be effected by reduction 1n the nominal amount of the
rclevant Global Note.

s Purchasc

Notes represented by a Permanent Global Note may only be purchased by the Issuer if they are
purchased togcther with the rights to receive all future payments of interest and Instaiment Amounts (if
any) thereon.

6 Events of Default

Each Global Note and Global Certificate provides that the holder may cause such Global Notc, or a
portion of it, or Registercd Notes represented by such Global Certificate, as the case may be, to become
due and repayable in the circumstances described in Condition 10 by stating in the notice to the Fiscal
Agent the nominal amount of such Global Note or Registered Notes which is becoming due and
repayable. If principal in respect of any Note is not paid when due, the holder of a Global Note or
Registered Notes represented by a Global Certificate may elect for direct enforcement rights against the
Issuer under the terms of a Deed of Covenant executed as a deed by the Issuer on 17th July, 2002 (as
supplemented from time to time) to come into effect 1n relation to the whole or a part of such Global

33



Notc or such Registered Noles, as the case may be, as accountholders with a clearing system. Followmg
any such acquistion ol direct nghts, the Global Note or, as the case may be, the Global Ceruficate and
the corresponding entry m the register kept by the Registrar will become vod as to the specified portion
or Registered Notes, as the case may be However, no such cleciion may be made in respect ol Notes
represented by a Global Certificate unless the transler ol the whole or a part of the holding ol Notes
represented by that Global Certificate shall have been improperly withheld or refused

7 Issuer’s Option

Any opuon ol the lIssuer provided for in the Conditions of any Notes while such Notes are
represented by a Permanent Global Note shall be excreised by the Issucr giving notice to the Notcholders
withmn the time Iimits sct out n and containing the mlormation required by the Conditions, except that
the notice shall not be required to contain the serial numbers ol Notes drawn in the case of a partial
excrcise ol an option and accordingly no drawing ol Notes shall be required 1 any option ol the Issuer is
exercised in respect of some but not all of the Notes ol any Scries, the nghts of accountholders with a
clearing system or an Approved Intermediary in respect ol the Notes will be governed by the standard
procedures ol Euroclear, Clearstream, Luxembourg, Euroclear France or other relevant clearing system
(as the casc may be).

8 Notcholders’ Options

Any opuion of the Notcholders provided for 1n the Conditions of any Notcs while such Notes arc
represented by a Permancnt Global Note and such Global Note s held on behalf of Euroclear and/or
Clearstrcam, Luxembourg, may be exercised by the holder of the Global Note giving a notice ol exercise
in rclation to the princtpal amount of the Notes in respect of which such option 1s excrcised within the
time himits sct forth 1n that Condition and/or as requircd by the relevant clearing system and at the same
time presenting or procuring the presentation of the Global Note to the Principal Paymg Agent for
notation accordingly. Whilst all of the Notes arc represented by a Permanent Global Note and such
Global Note 15 held on behalf of Euroclear and/or Clearstream, Luxembourg, notices of excrcise shall be
given in accordance with the standard procedurcs of Euroclear and/or Clearstream, Luxembourg (which
may wnclude notice being given on the mstruction of the relevant holder by the relevant clearing system or
any common depository therefor to the Principal Paying Agent by electronic means) in a form acceptable
to the rclevant clearing system from time Lo time.

9 Notices

Notices to the holders of Registered Notes will be valid (1) if sent by mail to them at their respective
addresscs 1n the Register and deemed to have been given on the fourth weekday (being a day other than a
Saturday or a Sunday) after the date of mailing (1) in addition, so long as the Notes are listed on the
Luxembourg Stock Exchange and the rules of that exchange so requrre, if published in a daily newspaper
with general circulation in Luxembourg (which is cxpected to be the Luxemburger Wort) and (i) (in
respect of any Notes histed on Euronext Paris and so long as the rules of that ecxchange so require), if
published in a daily newspaper with general circulation in Paris (which is expected to be La Tribune).
Notices to the holders of Bearer Notes shall be valid if published (i) in a daily newspaper of general
circulation 1n London (which is cxpected to be the Financial Times), (1) so long as the Notes are listed on
the Luxembourg Stock Exchange and the rules of that exchange so require, in a daily newspaper with
general circulation in Luxembourg, (which is expected to be the Luxemburger Wort) and (1) (in respect
of any Notes listed on Euronext Paris and so long as the rules of that exchange so require) in a daily
newspapcr of general circulation in Paris (which is expected to be La Tribune). If any such publication is
not practicable, notice shall be validly given if published in another leading daily English language
newspaper with gencral circulation in Europe and so long as the Notes are listed on Euronext Paris and
the rules of that exchange so requirc, in a French language newspaper with general circulation in Europe.
Any such notice shall be deemed to have been given on the date of such publication or, if publishcd more
than once or on differcnt dates, on the date of the first publication as provided above. Couponholders
shall be deemed for all purposes to have notice of the contents of any notice given to the holders of
Bearer Notes in accordance with Condition 14. The Issuer shall also ensure that notices are duly
published in a manner which complies with the rules and regulations of any other stock exchange (or
other relevant authority) on which the Notes are for the time being listed. Any such notice will be
deemed to have been given on the date of the first publication or, where required to be pubhished in more
than one newspaper, on the date of the first publication in each such newspaper.
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Except in the casce of Notes listed on the Luxembourg Stock Exchange or Euronext Pans, until such
ume as any defimuve Notes are issucd, there may (provided that in the case of Notes listed on any stock
cxchange, the rules of such stock exchange (or other relevant authority) so permut). so long as the global
Note(s) 1s or arc held m ats/therr entirety on behall ol Euroclcar and Clearstrecam, Luxembourg, be
substituted tor such publication n such newspaper(s) the dehvery ol the relevant notice to Euroclear and
Clearstrcam, Luxembourg lor communication by them to the Notcholders. Any such notice shall be
deemed to have been grven (o the holders of the Notes on the seventh day alter the day on which the said
noticc was given to Euroclear and Clearsttcam, Luxembourg

Notices to be given by any holder of the Notes shall be in wrniting and given by lodging the same,
together with the relative Note or Notes, with the Fiscal Agent. Whilst any of the Notes arc represented
by a global Note, such notice may be given by any holder of a Notce to the Fiscal Agent via Euroclear and/
or Clcarstrcam, Luxcmbourg, as the casc may be, in such manncer as the Agent and Euroclear and/or
Clearstrecam, Luxcmbourg, as the casc may be, may approve flor this purposc.

10 Partly-Paid Notes

The provisions relating to Partly-Paid Notes arc not sct out in this Offering Circular, but will be
contained n the applicable Pricing Supplement and thereby in the Global Notes. While any stalments
of the subscription moncys duc from the holder of Partly-Paid Notes are overdue, no interest i a Global
Note representing such Notes may be exchanged for an interest in a Permancnt Global Note or for
Decfinitive Notces (as the casc may be) If any Notcholder fails o pay any instalment duc on any Partly-
Paid Notes within the time specilied, the Issuer may forfeit such Notes and shall have no further
obligation to their holder in respect of them.

11 Redcenomination and Consolidation

A Global Note or Global Ceruficatc may be amended or replaced by the Issuer (in such manner as
1t considers neccssary after consultation with the Redenomination Agent and/or the Consolidation
Agent, as the case may be) for the purposes of taking account of the redenomination and/or consolidation
of the Notes pursuant to Conditions 1(b) and 12. Any consohdation may, 1n such circumstances, require a
change 1n the relevant common depositary or central depositary or custodian or nomince, as the casc may
be.

Form of Registered Notes

Registered Notes offered and sold outside the United States 1n reliance on Regulation S under the
Securities Act will be represented by interests in an Unrestricted Global Certificate, in registercd form,
without interest coupons attached, which will be deposited on or about the Issue Date (i) in the casc of a
Tranche intended to be cleared through Euroclear and/or Clearstream, Luxembourg with, and registercd
in the name of, BT Globenet Nominees Limited, as nomincce for, the Common Depositary and (i1) in the
case of a Tranche intended to be clcared through Euroclear France, with, and regtstered in thec name of
Euroclear France or as otherwise agreed with Euroclear France. A beneficial interest in the Unrestricted
Global Certificatc may at all times be held only through Euroclear and Clearstream, Luxembourg or the
Approved Intermediarics

Registered Notes offered and sold to qualified institutional buyers as dcfined in, and in reliance on,
Rule 144A will be represented by interests in a Restricted Global Certificate, in registered form, without
interest coupons attached, which will be registered in the name of Cede & Co., as nominee for, and which
will be deposited on or about the Issue Date with Deutsche Bank Trust Company Americas as custodian
(the “Custodian”) for, DTC. The Restricted Global Certificate (and any definitive Registercd Notes
issued in ecxchange therefor) will be subject to certain restrictions on transfer contained in a legend
appearing on the face of such Note described under “Transfer Restrictions in respect of Registered
Notes™.

Each Unrestricted Global Certificate will have an ISIN and each Restricted Global Certificate will
have a CUSIP number.

Transfer Restrictions in respect of Registered Notes

On or prior to the expiry of the distribution compliance period applicable to each Tranche of Notes,
a beneficial interest in the Unrestricted Global Certificate may be transferred to a person who wishes to
take delivery of such beneficial interest through the Restricted Global Certificate only upon receipt by
the Registrar of a written certification from the transferor (in the applicable form provided in the Agency
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Agreement) o the cllect that such transier is bemng made to a person whom the transleror reasonably
believes s a qualificd institutional buyer within the meaning ol Rule 144A, m a transaction mecting the
requircments of Rule 144A and in accordance with any apphicable sccuritics laws ol any state of the
United States or any other junisdiction  After the exprry ol the distribution comphance period. such
certification requirements will no longer apply to such transfers, but such transiers will continuc to be
subject to the transier restrictions contamed in the legend appearg on the face of such Notes, as set out
below.

Distribution comphance period shall mean the period that ends (40) forty days alter the completion
of the distnbution of cach Tranche of Notes, as certificd by the relevant Dealer (in the case of a non-
synchcated 1ssue) or the relevant Lead Manager (in the case ol a syndicated 1ssuc)

A bencefictal interest in the Restricted Global Certificate may also be translerred to a person who
wishcs to take delivery of such bencficial interest through the Unrestricted Global Certificate only upon
recetpt by the Registrar of a written certification from the transleror (in the apphicable form provided tn
thc Agency Agreement) to the elfect that such transler is being made m accordance with Regulation S or
Rule 144 (1f availablc) under the Sccurities Act

Any benceficial interest 1 cither the Restricted Global Certificate or the Unrestricted Global
Certificate that 1s translerred to a person who takes dehvery in the form of a benelicial interest in the
other Global Certificate will, upon transfer, ceasc 1o be a beneficial interest in such Global Certificate and
become a beneficial interest in the other Global Certificale and, accordingly, will thereafter be subject to
all transfer restricuons and other procedures apphcable 1o a benclicial interest in such other Global
Cecrtilicate for so long as such person rctains such an intcrest.

Each person purchasing Notes from a Dealer or its affihate (the “Vendor™) pursuant to Rule 144A
acknowledges that (i) 1t has not relied on the Vendor in conncction with its investigation ol the accuracy
of the information contaimned in this Offering Circular or its investment decision and (1i) no person has
been authorised to give any information or to make any representation concerning the Issuer or the Notes
other than those contained in this Offering Circular, and, if given or made, such other information or
representation should not be rched upon as having been authorised by the Issucr or the Vendor. This
Offering Circular has been prepared by the Issuer solely for use in connection with the offer and sale of
the Notes outside the United States to non-U.S. persons and f[or resales of the Notes to qualified
institutional buyers 1n the United States and for the listing of the Notes on the Luxembourg Stock
Exchange and Euroncxt Pans. The Issuer and the Vendor rescrve the right to reject any offer to
purchase, in whole or n part, for any reason, or to sell less than the number of Notes which may be
offered pursuant to Rule 144A. This Offering Circular docs not constitute an offer to any person in the
United States or to any U.S. person other than a qualified mnstitutional buyer within the meaning of Rule
144A under the Securities Act to whom an offer has been made directly by the Vendor.

Each prospective purchaser of Notes offered in reliance on Rule 144A (a ““144A Offeree”), by
accepting delivery of this Offering Circular, will be deemed to have represented and agreed with respect
to such Notes as follows:

1 such 144A Offeree acknowledges that this Offering Circular 1s personal to such 144A Offerec
and does not constitute an offer to any other person or to the public generally to subscribe for
or otherwise acquire Notes other than pursuant to Rule 144A or in offshore transactions in
accordance with Regulation S. Distribution of this Offering Circular, or disclosure of any of its
contents, to any person other than such 144A Offeree and those persons, if any, retained to
advise such 144A Offeree with respect thereto and other persons meeting the requirements of
Rule 144A or Regulation S is unauthorised, and any disclosure of any of its contents, without
the prior written consent of the Issuer, is prohibited; and

2 such 144A Offerec agrecs to make no photocopics of this Offering Circular or any documents
referred to therein and, if such 144A Offerce docs not purchase Notes or the offering is
terminated, to return this Offering Circular and all documents referred to herein to the
Vendor.

Because of the following restrictions, purchasers of Notes offered in the United States in reliance on
Rule 144A are advised to consult legal counsel prior to making any offer, resale, pledge or transfer of
such Notes.

Each purchaser of Registered Notes or person wishing to transfer an interest from onc Registered
Global Note to another or from global to definitive form or vice versa, will be required to represent, agree
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and acknowledge as follows (terms used herein that are delined in Rule 144A or Regulation S are used
herem as delined therem)

1

ra

It 1s cither (X) (A) a qualificd stitutional buyer within the meaning ol Rule 144A, (B)
acquiring the Notes lor 1ts own account or for the account ol such a quahficd institutional
buyer and (C) awarce, and cach beneheial owner of such Notes has been advised, that the sale
of the Notes to it s bemng made in reliance on Rule 144 A, or (Y) outside the Umited States and
15 not a U.S. person

It understands that the Notes arc bemg offered and sold only 1 a transaction not involving any
public offcring in the Umted States within the meaming ol the Sccuritics Act, and the Notces
oftered hereby have not been and will not be registered under the Sceuritics Act or other
applicable sccuritics laws ol any state ol the United States and may not be reotfeiced, resold,
pledged or otherwise transierred within the United States or 1o, or lor the account or benefit
of U.S persons eacept in accordance with the apphcable legend set lorth below.

It understands that the Restricted Global Certificate and any Dcfimttive Notes issued in
cxchange lor an interest in any Restricted Global Cerulicate, unless the Issucr determines
otherwisc in compliance with applicable law, will bear a legend o the following clicct:

“THE NOTES IN RESPECT OF WHICH THIS CERTIFICATE HAS BEEN ISSUED
HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”’), OR WITH
ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OTHER
JURISDICTION OF THE UNITED STATES AND MAY NOT BE OFFERED, RESOLD,
PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (1) IN ACCORDANCE WITH
RULE 144A UNDER THE SECURITIES ACT TO A PERSON THAT THE HOLDER
REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN
THE MEANING OF RULE 144A PURCHASING FOR ITS OWN ACCOUNT OR FOR
THE ACCOUNT OF A QUALIFIED INSTITUTIONAL BUYER, (2) IN AN OFFSHORE
TRANSACTION IN ACCORDANCE WITH RULE 903 OR 904 OF REGULATION $
UNDER THE SECURITIES ACT, (3) PURSUANT TO AN EXEMPTION FROM
REGISTRATION PROVIDED BY RULE 144 THEREUNDER (IF AVAILABLE) OR
(4) TO THE ISSUER, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. NO
REPRESENTATIONS CAN BE MADE AS TO THE AVAILABILITY OF THE
EXEMPTION PROVIDED BY RULE 144 UNDER THE SECURITIES ACT FOR
RESALES OF THE NOTES IN RESPECT OF WHICH THIS CERTIFICATE HAS BEEN
ISSUED.”

It understands that the Unrestricted Global Certificate and any Definitive Notes 1ssucd in
exchange for an interest in any Unrestricted Global Certificate, unless the Issuer determines
otherwise in compliance with applicable law, will bear a legend to the following cffect.

“THE NOTES IN RESPECT OF WHICH THIS CERTIFICATE HAS BEEN ISSUED
HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR WITH
ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OTHER
JURISDICTION OF THE UNITED STATES AND MAY NOT BE OFFERED, RESOLD
PLEDGED OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES OR
TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS EXCEPT PURSUANT
TO AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT. THIS LEGEND SHALL CEASE TO APPLY UPON THE
EXPIRY OF 40 DAYS AFTER THE COMPLETION OF THE DISTRIBUTION OF
ALL THE NOTES OF THE TRANCHE OF WHICH THIS NOTE FORMS PART.”

The Issuer, the Registrar, and the Dealers and their affiliates and others will rely upon the
truth and accuracy of the foregoing acknowledgements, representations and agreements. If
any purchaser of Notes offcred 1n reliance on Rule 144 A is acquiring any Restricted Notes for
the account of onc or more qualified institutional buyers it reprcsents that it has sole
investment discretion with respect to cach such account and that is has full power to make the
foregoing acknowledgements, representations and agreements on behalf of each such account.
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6 T will, and will require cach subscquent holder to, notity any purchaser ol the Notes rom 1t of
the resale restrictions relerred to in the applicable legend above, if then applicable.

7 It understands that the Restricted Notes ollered in reliance on Rule 144A will be represented
by a Restricted Global Certificate and the Unrestricted Notes ollered outside the United
States 1in rchance on Regulation S will be represented by one or more Unrestricted Global
Certificate Before any nterest in a Restricted Global Certificate may be ollered, sold,
pledged or otherwise tianslerred to a person who takes delivery in the lotm of an aterest in an
Unrestricted Global Certificate, 1t will be required to provide the Issuer and the Registrar with
a wrilten certification (in the form provided in the Agency Agreement) as to comphiance with
apphcable sccurities laws.

Prospcctive purchascrs arc hereby notified that sellers ol the Notes may be relying on the
cxemption from the provisions ol Section 5 of the Sccuritics Act provided by Rule 144A.

Exchange of Interests in Global Certificates

Registration of title to Notes initially represented by a Restricted Global Certificate in a name other
than DTC or a successor depositary or one of their respective nominees will not be permitted uniess (1)
DTC or such successor depositary notifies the Issuer that it is no longer willing or able to discharge
properly its responsibilitics as depositary with respect to the Restricted Global Certificate or ceascs to be
a “‘clearing agency ™ registered under the Exchange Act, or is at any time no longer chgible to act as such,
and the Issuer is unable to locate a qualificd successor within 90 days of recciving notice of such
incligibility on the part of such decpositary, (11) principal 1n respect of any Notes 1s not paid when duc
(provided that the rules of DTC so permit) or (1) the applicable Pricing Supplement specifies that the
Restricted Global Certificate is exchangeable for definitive Registered Notes, and 1n any such casc the
Fiscal Agent has rcceived a notice from the registered holder of the Restricted Global Certificate
requesting exchange ol the Restricted Global Certificate 1n full for individual defimtive certificates (the
“Certificates™).

Registration of utle to Notes imtially represented by an Unrestricted Global Certificate in a name
other than the nomince of the Common Depositary or the name of Euroclear France (or its nomince), as
the casc may be, will not be permitted unless (i) Euroclear, Clearstream, Luxembourg or Euroclear
Francc, as the case may be, 1s closcd for business for a continuous period of 14 days (other than by reason
of holidays statutory or otherwisc) or announces an intention permanently to cease business or in fact
does so, (ii) principal in respect of any Notes is not paid when due (provided that the rules of Euroclear,
Clcarstream, Luxembourg or Euroclear France, as the case may be, so permit) or (ii1) the applicable
Pricing Supplement specifies that the Unrestricted Global Certificate is exchangeable for definitive
Registered Notes, and in any such case the Registrar or any Transfer Agent has rcceived a notice from
the registered holder of a specified amount of the Unrestricted Global Ceruificate requesting exchange of
the Unrestricted Global Certificate for individual Certificates.

In such circumstances, the relevant Global Certificate shall be exchanged in full or in part, as the
casc may be, for Certificates and the Issuer will, at the cost of the Issuer (but against such indemnity as the
Registrar or any relevant Transfer Agent may require in respect of any tax or other duty of whatever
nature which may be levied or imposed in connection with such exchange), cause sufficient Certificates to
be executed and dehivered to the Registrar for completion, authentication and dispatch to the relevant
Notcholders. A person having an interest in a Global Certificate must provide the Registrar with (i) a
written order containing nstructions and such other information as the Issuer and the Registrar may
require to complete, execute and deliver such Certificates and (ii) 1n the case of the Restricted Global
Certificate only, a fully completed, signed certificate substantially to the effect that the exchanging holder
is not transferring its terest at the time of such exchange or, in the casc of simultancous sale pursuant to
Rule 144A, that the transfer 1s being made in comphance with the provisions of Rule 144A. Certificates
issucd in exchange for a beneficial interest in the Restricted Global Certificate shall bear the legends
applicable to transfers pursuant to Rulc 144A, as set out under “Transfer Restrictions”.

The holder of a Registered Note may transfer such Registered Note in accordance with the
provisions of Condition 2. Certificates may not be eligible for trading in the clearing systems.

Upon the transfer, exchange or replacement of a Certificate bearing the Rule 144A legend referred
to under “Transfer Restrictions™, or upon specific request for removal of the Rule 144A legend on a
Certificate, the Issuer will deliver only Certificates that bear such legend, or will refuse to remove such
legend, as the case may be, unless there is delivered to the Issuer and the Registrar such satisfactory
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cvidence, which may include an opmion ol counscl, as may rcasonably be required by (he Issucr to ensure
that neither the legend nor the restrictions on transler sct forth theren are required to ensure comphance
with the provisions of the Sccuritics Act

The Registrar will not register the transler of or exchange ol mterests i a Global Certificate for
Certificates lor a period ol three business days ending on the due date lor any payment of principal For
the purposcs hereol and lor payment ol mterest, “*business day™ means a day on which commercial banks
and lorcign exchange markets arc open for business in London and New York City

Euroclear, Clearstream, Luxembourg, Euroclear France and DTC Arrangements for Registered Notes

So long as DTC or its nommcece or Euroclear, Clecarstrcam, Luxembourg or the nominee ol the
Common Dcpositary or Euroclear France (or s nomunces) 1s the registered holder of a Global
Ccrulicate, DTC, Euroclear, Clearstrcam, Luxcmbourg, Euroclear France or such nomince, as the case
may be, will be considered the sole owner or holder of the Notes represented by such Global Ceruficate
for all purposcs under the Agency Agreement and the Notes Payments ol principal, mterest and
additional amounts, 1f any, 1 respect of the Global Certificates will be made to DTC. Euroclear,
Clearstrcam, Luxembourg, Euroclcar France or such nomince, as the casc may be, as the registered
holdcr thercof. Nonce of the Issucr, any Agent or any Dealer or any alfiliate ol any ol the above or any
person by whom any of the above 1s controlled for the purposes of the Sccuritics Act will have any
responsibility or liability for any aspect of the records relating 1o or payments made on account of
benceficial ownership interests in the Global Certificates or [or maintaining, supervising or revicwing any
records relating to such beneficial ownership interests

Distributions of principal and interest with respect to book-cntry mnterests in the Notes held through
Euroclcar, Clearstrcam, Luxembourg or Euroclcar France, as the case may be, will be credited, to the
cxtent recerved by, or on behalf of, Euroclear, Clearstream, Luxembourg or Euroclear France, as the casc
may be, from the Fiscal Agent, to the cash accounts of Euroclear or Clearstrcam, Luxembourg customers
or the accounts of Approved Intermediaries, as the casc may be, in accordance with the relevant clearing
system’s rules and procedures.

Holders of book-cntry interests in the Notes through DTC will receive, to the extent received by
DTC from the Fiscal Agent, all distributions of principal and interest with respect to book-entry interests
in the Notes from the Fiscal Agent through DTC. Distributions 1n the United States will be subject to
rclevant U.S. tax laws and regulations.

Interest on the Notes (other than interest payable on redemption) will be paid to the holder shown
on the Register on the third business day before the due date for such payment so long as the Notes arc
represented by a Global Certificate, instead of on the fifteenth day before the due date for such payment
(as provided by Condition 2(f)) so long as the Notes are 1n definitive form (the “Record Date’). Trading
between a Restricted Global Certificate and a related Unrestricted Global Certificate will therefore be
net of accrued interest from the relevant Record Date to the relevant Interest Payment Date.

The laws of some states of the United States requirc that certain persons take physical dehivery of
sccurities in definitive form. Consequently, the ability to transfer interests in a Global Ceruficate to such
persons will be limited. Because DTC, Euroclear, Clearstream, Luxembourg and Euroclecar France (or
Approved Intermediaries) can only act on behalf of participants, who 1n turn act on behalf of indirect
participants, the ability of a person having an intcrest in a Global Certificate to pledge such interest to
persons or entitics which do not participate in the relevant clearing system, or otherwisc take actions in
respect of such interest, may be affected by the lack of a physical certificate 1n respect of such interest.

The holdings of book-entry interests in the Notes through Euroclear, Clcarstream, Luxembourg and
IDTC will be reflected in the book-entry accounts of each such institution. As necessary, the Registrar will
adjust the amounts of Notes on the Register for the accounts of (i) BT Globenet Nominces Limited and
(ii) Cede & Co. to reflect the amounts of Notes held through Euroclear, Clearstrcam, Luxembourg,
Euroclear France and DTC, respectively Beneficial ownership of Notes will be held through financial
institutions as direct and indircct participants in Euroclear, Clcarstream, Luxembourg, Euroclcar France
and DTC, as the case may be.

Interests 1n each Unrestricted Global Certificate and Restricted Global Certificatc will be in
uncertified book-entry form.

Trading between Euroclear and/or Clearstream, Luxembourg Accountholders and/or Approved
I'ntermediaries Secondary market sales of book-entry interests in the Notes held through Euroclear,
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Clearstrcam, Luxembourg or Euroclear France, as the case may be, to purchascrs ol book-centry interests
in the Notes through Euroclear, Clearstream, Luxembourg or Euroclear France, as the case may be, will
be conducted 1 accordance with the normal rules and operating procedures ol Euroclear, Clearstream,
Luxembourg or Euroclcar France, as the case may be, and will be settled using the procedures applicable
to conventional Eurobonds.

Trading between DTC Participants Sccondary market sales ol book-cntry interests in the Notes
between DTC participants will occur in the ordinary way m accordance with DTC rules and will be
scttled using the procedures applicable (o United States corporate debt obligations in DTC's Same-Day
Funds Scttlement System Where payment 1s not clfected in U.S dollars, separate payments outside DTC
arc required 1o be made between the DTC participants.

Trading between DTC Seller and Euroclear/Clearstream, Luxembourg/Eurodear France Purchaser
When book-cntry interests in Notes are to be transierred [rom the account of a DTC participant to the
account of a Euroclear or Clearstrcam, Luxembourg accountholder, as the casc may be, wishing to
purchasc a bencficial interest 1in an Unrestricted Global Certificate (subject to such certification
procedures as arc provided m the Agency Agreement), the DTC participant will deliver instructions (or
dchivery to the relevant Euroclear or Clearstrecam, Luxembourg accountholder to DTC by 12 noon, New
York City ume, on the scttlement date Scparatec payment arrangements arc required to be made
between the DTC participant and the relevant Euroclear or Clearstream, Luxembourg accountholder, as
the case may be. On the scttlement date, the Custodian will mstruct the Registrar 1o (1) decrease the
amount of Notes registered in the namc of the nominee for DTC and evidenced by the relevant
Restricted Global Certificate and (ii) incrcasc the amount of Notes registcred in the name of the nomince
for the Common Decpositary and evidenced by the relevant Unrestricted Global Certificate Certificate
book-entry interests will be delivered [ree of payment to Euroclear or Clearstrcam, Luxembourg, as the
casc may be, for credit to the rclevant accountholder on the first business day following the setilement
date. Sce above for details of the Record Date for payments of interest.

The relevant procedures relating to transfers of book-cntry interests in Notes to be transferred from
the account of a DTC participant to the account of an Approved Intermediary will be in such manner as
shall be agreed by DTC and Euroclear France at the relevant time.

Trading between Euroclear/Clearstream, Luxembourg/Euroclear France Seller and DTC Purchaser.
When book-entry interests in Notes are to be transferred from the account of a Euroclear or Clearstream,
Luxembourg accountholder, as the case may be, to the account of a DTC participant wishing to purchase
a beneficial interest in a Restricted Global Certificate (subject to such certification procedures as are
provided in the Agency Agreement), the Euroclear or Clearstream, Luxembourg accountholder must
send to Euroclear or Clearstream, Luxembourg delivery free of payment instructions by 19.45 hours,
Brussels or Luxembourg time, one business day prior 1o the settlement date. Separate payment
arrangements are required to be madc between the DTC participant and the relevant Euroclear or
Clearstream, Luxembourg accountholders, as the case may be. On the settlement date, the Common
Depositary will (1) transmtt appropriate instructions to the Custodian who will in turn dehver such book-
entry interests in the Notes free of payment to the relevant account of the DTC participant and (ii)
instruct the Registrar to (a) decrease the amount of Notes registered in the name of the nominee of the
Common Depositary and evidenced by the rclevant Unrestricted Global Certificate and (b) increase the
amount of Notes registered in the namec of the nominee for DTC and evidenced by the relevant
Restricted Global Certificate. See above for details of the Record Date for payments of interest.

The relevant procedures rclating to transfers of book-entry interests in Notes to be transferred from
the account of an Approved Intermediary to the account of a DTC participant will be in such manner as
shall be agrecd between Euroclear France and DTC at the relevant time.

DTC has adviscd the Issuer as follows: DTC is a limited purpose trust company organised under the
laws of the State of New York, a “banking organisation’” under the laws of the State of New York, a
member of the U.S. Federal Reserve System, a “clearing corporation” within the meaning of the New
York Uniform Commercial Code and a “clearing agency” registered pursuant to the provisions of
Section 17A of the Exchange Act. DTC was created to hold securities for its participants and [(acilitatc the
clearance and settlement of securities transactions between participants through electronic computerised
book-entry changes in the accounts of its participants, thereby eliminating the need for physical
movement of certificates. Direct participants include securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organisations. Indirect access to DTC is available to
others, such as banks, securities brokers, dealers and trust companies, that clear through or maintain a
custodial rclationship with a DTC direct participant, either directly or indirectly.
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Although the loregomg sets out the procedures ol Euroclear, Clearstream, Luxembourg, Euroclear
France and DTC in order o lacilitate the translers ol interests in the Notes among participants of DTC,
Euroclear, Clcarstrcam, Luxembourg and Euroclecar France, nonce ol Euroclcar, Clearstream,
Luxembourg, Euroclear France or DTC s under any obhigation to perform or continue to perform
such procedures, and such procedures may be discontinued at any time Nonc ol the Issuer, any Agent or
any Arranger or Dcaler or any alfiliate ol any ol the above, or any person by whom any of the above s
controlled for the purposes ol the Sceurities Act, will have any responsibility lor the perlormance by
DTC, Euroclear, Clearstream, Luxcmbourg or Euroclear France (or any Approved Intermediary) or
their respective direct or indirect participants or accountholders of their respective obhgations under the
rules and procedures governing therr operations or lor the sulficicney of any purpose ot the arrangements

described above.
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SOCIETE NATIONALE DES CHEMINS DE FER FRANCAIS
INTRODUCTION

1. Establishment

SNCF 15 a French public entity of an industrial and commercial character (érablissement public
mdustriel et commeraal = EPIC™) with autonomous management created under Act No. 82-1153 dated
30th December, 1982 and modilicd by the Relorm Law on 13th February, 1997 as Act No. 97-135. lts
duration 1s unlimited As from 1st January, 1983, SNCF became the successor ol the corporation created
pursuant to the Laws ol 31st August, 1937 and took over the name Société Nationale des Chemins de fer
Francais The registered olfice of SNCF currently 1s at 34, rue du Commandant Mouchotte, 75014 Paris

As with all Erablissements publics (whether établissements publics admunstratifs (EPAs) or EPICs),
the French State is ultimately responsible lor the solvency of SNCF pursuant to Act No 80-539 of 16th
July, 1980 (the **Act of 1980™) on the exccution of judgments on public entitics. In the event that an EPIC
defaults, the Act of 1980 assigns rcsponsibility to the relevant supervisory authority (which in casc of
SNCF 1s the French State itself) which must either provide the EPIC with new resources or automatically
approve the sums for which the EPIC 1s held liable by court order

Morcover, court-ordered reorganisation and hquidation proccedings do not apply to EPICs (Article
620-2 ol the Code de commerce teplacing Article 2 ol the Act of 25th January, 1985).

2. SNCF’s Objects

The Reform Law modifies Act No §2-1153 dated 30th December, 1982 (the “*Act of 1982°") which,
mter ala, scts out SNCF objects. SNCF's new objects are to operate railway scrvices over the national
railway nctwork and to managce the railway infrastructurc on behalf of RFF, cach n accordance with the
principles applicable to public scrvices SNCF 1s empowcered to carry out all activities directly or
indircctly connccted with such objects. The managecment of the railway infrastructurc involves
responsibility for traffic regulation, the sccurity of the nctwork and the good state of repair and
maintenance of the infrastructure. It may create subsidianies or take sharcholdings in companices, groups
or other entities, the purpose of which is related or contributes to that of SNCF

3.  Capital

The capital of SNCF amounts to € 4,270,897,305.31 and is totally owned by the French State. SNCF
has no shares and pays no dividends.

4. Relation with Réseau Ferré de France (RFF)

SNCF’s fixed assets relating to railway infrastructure existing as at lst January, 1997 were
transferred to RFF with effect from 1st January, 1997. They werc detailed in the Décrer No. 97-445 of
5th May, 1997 and principally comprised installations, tracks, signals, lighting, telecommunication devices
and real estate on which such assets were located.

SNCF as Transportation Service Provider pays RFF fees for using the infrastructure which are
determined in accordance with the Décret No. 97-446 of 5Sth May, 1997 and the Arrété of 30th December,
1997. This amounted to € 1,953 million in 2002 compared to € 1,691 million 1n 2001.

RFF makes payments to SNCF in respect of management activities. This amounted to € 2,669
million in 2002 compared with € 2,652 million in 2001.

In parallel, there was a transfer of a liability of € 20.5 billion to RFF in consideration for the transfer
of infrastructurc assets on 1st January, 1997. This transfer resulied in the rccognition in balance sheet
asscts of a RFF receivable. SNCF habilities remained unchanged. As at 31st December, 2002 the amount
outstanding of this debt is at € 11,808 million (sec financial statcments below),

5.  Relationship with the French State

Pursuant to the Act of 1982, a Cahier des Charges, an operating agreement entered into between
the Republic of France and SNCF, was approved by Décret No. 83-817 dated 13th September, 1983 as
modified by Décret No. 99-11 dated 7th January, 1999. It sets out the conditions and general principles
under which SNCF shall provide 1ts services to the public and the basis of the contractual relationship of
SNCF with both the French State and regional authorities including the principle of compensatory payments.
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The Pacte de Modernisation signed between SNCF and the French State on 18th November, 1996
defines the relationship between SNCF and the French State over the coming years. 1t also provides that
the French State will continue to support SNCF financrally tn 1ts role as provider of public services, and
that agreements will be signed between SNCF and the State or regional authoritics. SNCF's retirement
rules remam unchanged and the French State will continue to assume hability lor the debt translerred to
the Special Debt Account referred o below

SNCF recetves compensatory payments ltom the French Stater contributions which remuncrate
global services, specific works and subsidies to promote the development

The Reform Law provided also a tranfer of orgamsational responsibility lor regronal passenger rail
transport to rcgional authoritics The SRU (Uiban Sohdarity and Rencewal) law was enacted on [3th
December, 2000 with clfect from January 2002, cnacting the transler to the regional authoritics ol the
responsibility for regional passenger rail transport. Article 129 ol this law speailics that regional
authorities have to sign contracts with SNCF (o determine the managing and financial conditions ol
regional passenger rail services. By July 2002, SNCF had signed agreements with all regions.

The fact of having the scrvices defined by the regional authoritics, of putting the services thus
defined into a contract and of adding the corresponding financial contributions from the Regions has led
to an unprecedented increase in public service and an improvement n the profitability of Regional
Express Transport (TER) acuvitics.

6.  Special Debt Account

In accordance with the corporate plan (“contrat de plan™) signed by the French State and SNCF in
1990, a Spccial Debt Account was sct up on Ist January, 1991. This account has no mdependent legal
status, although scparate accounting records are kept by SNCF.

The role of this account 1s to 1solatc part of the SNCF debt, n respect of which interest and capital
payments arc cssentially made by the French Statc Decebt transferred to the Spcoial Debt Account
recmains there until extingmshed

Debt corresponding to accumulated losses of SNCF at the end of 1989 was transferred (€ 5.8 billion)
In 1997 and 1999 further amounts were transferred (respectively € 4.4 billion and € 0.6 billion).

The outstanding indebtedness of the Special Debt Account as at 31st December, 2002 amounted to
€ 8.868 billion (see Notc 31 to the consohdated financial statements).

7.  Corporate Plan

The first phase of SNCF’s corporate plan was achieved 1in 1999 with the ambition to make SNCF an
exemplary public service in France and in Europc with a return to equilibrium and debt stabilisation. The
second phase 2000-2002 was launched in 2000 with a focus on customers, Europe and efficiency.

Overall, these two phases have been successful in achieving their aims except that the equilibrium
was not restored on a long term basis. SNCF has now entered the third phasc, 2003-2005, which continues
to focus on customers, Europe and cfficiency and aims to create the coherent conditions which would
lead, by 2005, to the establishment of a balanced way to finance the substantial investsments which are
necessary o the company’s continued development.

In 2002, SNCF adopted a highly innovative contribution approach in the preparation of its 2003-
2005 corporate plan. Dunng 100 forums bringing together 20,000 railway staff, and through 45,000
questionnarres, broad, non-conflictual discussions provided the Group with a wealth of matenial covering
corporale strategy, Europe, public service, competition and management, reflecting a real desire for
modernisation expressed notably by tens of thousands of young employecs recruited during the last five
years. In particular, this project resulted in the implementation of 18 priority measures announced on
23rd October, 2002 to 4,500 railway staff.
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MANAGEMENT REPORT FOR THE YEAR ENDED 3ist DECEMBER, 2002

1.  Group Presentation
1.1 SNCF Group Structurc

SNCF 15 comprised of partner companies, which express the ctfectiveness of the Group through
therr ability to capitalise on the complementary nature ol thewr services

A major travel and logistics player in Europe, SNCF Group 1s now ablce to [ullill incrcasingly global
transport scrvice requests ntermodal transport, transport-related services, and logistics Each Group
company 1s active 1in onc or morc ol the operating divisions making up the Group’s activities'

- passenger transport and scrvices;
- freight transport and logistics; and
- inlrastructure and leveraging of SNCF's asscts and know-how.

SNCF Participations, a 99.83 per cent. owned subsidiary, holds the majority ol the Group's
investments  Well beyond its own boundaries, SNCF Participations cosures the implementation of
divisional stratcgics, performs a role ol financial and legal control and offcrs its expertise on Group

developments to all subsidiarics
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SNCEF Participations, a 99.83 per cent. subsidiary of the parent company, holds investments 1n and manages the majority of Group subsidiaries



1.2 Significant events of the ycar
1.2.1 Changes in Group structure
) Full consolidation of Keolis

Kcolis, produced by the merger of Via GTI and Cartanc - April 2001, 15 the leading privately
owncd passenger public transport operator in France. Previously equity accounted, Keolis 1s now tully
consolidated. The impact of this change on revenues and gross operating income for the year ended
31st December, 2002 1s €1,645 million and €155 nulhon respectively. A simplified pro lorma income
statement lor fiscal year 2001 15 presented i paragraph 2 | below

) Full consolidation of the Ermewa Group

In accordancc with commitments given to the tounder stockholder of Ermewa, the Group
purchased, i 2002, additional interests from their nightiul owners and as a result held directly, or by third
partics on behall of the Group, 99.8 per cent. of the common stock as at 31st December, 2002. Previously
cquity accounted, the Ermewa Group 1s tully consolidated as from 31st December, 2002. The impact ol
this change on non-current asscts as at 31st December, 2002 1s €192 million. Net income remains cquity
accountced in 2002 as the buy-outl was performed at the end of the year.

Necgotiations in progress with respect (o the restructuring of Ermewa’s stockholding structure
should lcad to the entry ol a new financial partner SNCF Group will remain the industnial operator,
rctaimning an active role n the definition ol Ermewa’s strategy, which will now focus on freight car rental,
frcight lorwarding, containcr rental and cquipment repairs. Marine shipping activities, currently being
sold, arc presented as a net asset lor disposal.

e  Expansion of Keolis in Canada and Germany

Keolis stepped up its presence i Quebec through Shivia (owned 40 per cent. by Keolis and 60 per
cent by the Canadian Group Lavalin), which won a call for tenders for the management of the Montreal
Urban Community Transport Corporation bus pool mamtcnance programme. In April 2002, Keohs
purchased 75 per cent. of the common stock of Orléans Express, the leading intercity passenger transport
opcrator in the province of Quebec.

Finally, 1n association with Rhenus, Keolis took over full operation of the bus networks of the
German citics Bad Kreuznach and Zweibrucken from 1st July, 2002.

° Development of GLI in the USA

The Group's ““‘Passenger” division in the USA (REG Inc and Eurovacations) was strengthened with
the acquisition of Destination Europe Resources (DER) in January 2002. DER is a leading distnibutor for
European car rental, airline agreements, train travel, hotel reservations and travel tours throughout the
world. The development of synergies with REG Inc, the leading North American distributor for train
travel and related tourist products, should enable the Group to extend its geographical coverage, widen
its product range and improve its markel penetration

° Geodis refocuses on its core businesses

Geodis finally closed its subsidiary United Distribution, which had weighed heavily on the 2000 and
2001 financial statements, but remained active nonctheless in the British Isles via Geodis UK and the
Irish company Pan Europcan Transport, purchased in November 2001.

In addition, the following disposals and restructuring operations were undertaken during the year:

~ sale of the industrial packaging companies Tailleur Dubot Emballage and Europacking, involved in
non-core activitics;

- closure in April 2002 of the intcrnational freight forwarding subsidiary in Chile. The activities of this
regularly loss-making company were transferrcd to Rhode & Licsenfeld, the German international
freight forwarder; and

- sale to the Rhode & Liesenfeld Group on 31st July, 2002 of the German company Geodis Overseas
GmbH.

In parallel with these agreements, Geodis improved its international coverage considerably, through
the signaturc of a strategic alliance in February 2002 with Rhode & Liesenfeld.
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In a move to consolidate tts positions, Geodis purchased 98.26 per cent ol the common stock ol
Ambroscttr Stracciart, an ltahan domestic parcels dehvery company with annual tevenues of
approximately €70 milhon and acquired tull control ol FAT, a specralist i Franco-German parcels
dchvery, as part of the partnership with the German parcels dehivery grouping Ehx. In cffect, with the
Elix agrcement, Geodis jomned the leading European franchise network lor groupage services i Apuil
2002 and became the mam stockholder of Elix, lollowing the acquisition of 34 per cent. ol that company's
common stock on 13th December, 2002

Finally, the acquistion ol 50 per cent of the common stock of Thales™ logistics subsidiary on
31st October, 2002 strengthened Geodis™ presence m the acronautics and defence market

o Organisation of sca shipping and port activitics

As part ol the development ol the Group's port acuivities, the Freight — Transport and Logistics
division created, at the end of 2001, the holding company, Scalogs, lully controlled by the Group
(including 51 per cent. held by third partics on behall ol the Group). Scalogis took over the Group's
interest 1 the Feron de Clebsaticl Group and then acquired control of Challenge International n
February 2002, with the acquisition ol 66 per cent. ol 1ts common stock Present in the Marseilles,
Le Havre and Antwerp ports, Challenge Internattonal will strengthen the treight forwarding activitics of
the division.

Substanual synergics between Scalogis and the SNCF Group should cnable the Group to offer
customers comprchensive logistic services integrating port and sca shipping links.

° STVA in Germany

STVA cntered the German market in 2002, with the acquisition of a 20 per cent. interest in Werner
Egcerland 1in March and control of Egerland France, located in Forbach. At the end of 2002, STVA and
Egerland also acquired the control of a German vehicle logistics company, Hell.

. Expansion of the VFLI group

The new subsidiary, VFLI Cargo, created as part of the takeover of the entire colliery rail nctwork
of Houillercs du Bassin de Lorraine (HBL), was fully consolidated for the first time in 2002,

1.2.2 Economic climate and gencral policy
e  Strong mobilisation in the face of a difficult economic climate

Al Group activities werc affected by the sluggish economic chmate 1n France and Europe, their
primary markets, sincc the end of 2001. Faced with this situation and after a poor first half, thc Group
reacted vigorously, mobilising itself behind energetic commercial measures both within the Passenger —
Transport and Services and the Freight ~ Transport and Logistics divisions. Meanwhile, cost reduction
measures were launched at all levels and in all sectors (spreading and postponement of the recruitment of
1,000 employees, €50 million reduction in external expenscs) and the harmonisation of investments
continued. Results for the second half of 2002 were 1n linc with the 1nitial budget.

o Regionalisation, putting public scrvice obligations in the contracts

The last of the scries of agrcements between SNCF and the Regional authorities, as provided in the
Uprban Solidarity and Renewal (SRU) Law, were signed 1 the first half of the year

The fact of having the services defined by the Regional Authorities, of putting the services thus
defined into a contract and of adding the corresponding financial contributions from the Regions led to an
unprecedented increase in public service and an improvement in the profitability of Regional Express
Transport (TER) activities.

) A grassroots approach for the Corporate Plan

In 2002, the parent company adopted a highly innovative bottom-up approach in the preparation of
1ts 2003-2005 Corporate Plan.

In 100 forums bringing together 20,000 railway staff, and through 45,000 questionnaires, broad, non-
conflictual discussions provided the Group with a wealth of material covering corporate strategy, Europe,
public service, competition and management, reflecting a real desire for modernisation expressed notably
by tens of thousands of young employees recruited during the last five years. In particular, this project
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resulted m the implementation ol 18 priority measures announced on 23rd October, 2002 to 4,500 railway
stall

) Implementation of the first Railway Package on 15th March, 2003

- Crecation ol the French Rail Inlrastructure Capacity Allocation Body (Organisme de Réparntion des
Cuapacités- ORC);

- Accounting scparation ol Freight activities; and

- Opening ol the Trans-Europecan Rail Freight Network (TERFN) to international compcetition

) Transalpine rail motorway

The new side-loading Modalohr wagon. olficially presented m Junce 2002, reccived mimstenal
authorisation lor commercial use at the beginning of 2003 The oflicial order lor 35 Modalohr wagons 1n
January 2002 and the complcuion of the Aiton-Bourgncuf lorry transicr platform in October 2002
provides tangible cvidence of the launch of the transalpine rail motorway or “‘rolling road™ cxperiment.

The holding company C-Modalohr — Express (CME), owned 51 per cent. by SNCF Participations
and 49 per cent. by Modalohr, a subsidiary of Lohr, was created in 2001 for the purpose of the rail
motorway projcct. The partners AREA, SNCF and FS-Trenitalia will orgamse and market transalpine
tractor and trailer on flatcar scrvices via an operator. Starting 1n June 2003, this service will transport full
road units on spccial shuttle trains between the Aiton-Bourgneu! terminal at the entry to the Maurienne
valley and the Orbassano terminal in the western suburbs of Turin.

. Change in the Group’s stake in Sernam

In accordance with the agreccment signed between SNCF and Geodis in December 2001, Geodis
purchased a 15 per cent nterest in Sernam in January 2002 (for a nomnal consideration of €1).

The acquusition of a further interest increasing Geodis® holding to 51 per cent. by 2006 1s contingent
on the satisfaction of a number of conditions and primarily the settlement in full by SNCF of the common
stock incrcase (€143 milhion outstanding), the successful completion of the Sernam recovery plan and a
return to profitabihity. The terms of the recovery plan are based on the plan approved by the Europcan
Commission on 28th May, 2001.

In addition, COGIP, a 34 per cent.-owned subsidiary of Geodis, consolidated 1ts shareholding 1n
Sernam by acquiring 15 per cent. interest in 2003. The heads of agreement signed by SNCF and COGIP
provides for an increase in COGIP’s stake to 49 per cent. in the long term, under conditions similar to
those set with Geodis.

1.2.3 Other cvents by division
° Passenger — Transport and Services
Line-based management of the Transulien network

In 2002, SNCF launched the line-based management of the Transtlien (Paris suburban) network, in
a bid to improve passenger service and optimise production Seven lines actually groups of lines were
awarded to linc managers, responsible for their operation and improvement

South Central concession in the UK

Go Via (a 35 per cent./65 per cent. joint venturc between Keolis and Go Ahead) operates the South
Central rail concession under the previous license taken over from Connex. The Strategic Rail Authority
(SRA), the Brtish rail regulator, announced 1n advance in August 2002, the granting, for a maximum
period of seven years, of the South Central rail franchise to Go Via from 1st January, 2003. “‘Preferred
candidate” for a 20-year licence with substantial infrastructure investment commitments, Go Via is now
the confirmed candidate for a licence limited to the operation of the London-Brighton line. This decision
prescrves the profitability initially forccast under the franchise and substantially reduces the operator’s
risk. The mcans of guaranteeing the terms of the British rail regulator’s commitment are currently under
negotiation and the signature of an agreement is expected in the near future.

Rationalisation of passenger distribution activities

GLI continued the restructuring of its distribution activitics in continental Europe with the
discontinuation of Rail Europe Deutschland activities and the reorganisation of Rail Europe Suisse.
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° Freight — Transport and Logistics
A difficult econonuce chimate and unfavourable rail traffic condtions

In addition to a ditficult ccononue climate, parent company Freight activitics were penahised by a
level ol production quahty which remains immadequate, marked notably by tralfic ditficultics towards ltaly
and the UK

The freight business was adversely atiected in fiscal year 2002 by the suspension ot cross-Channcl
ratl Ircight tralfic. Average tralfic levels eIl from around 15 to six or scven tramns datly from November
2001, and tralfic even stopped completely tor several days in March 2002 The hitting o! these restrictions
in Apnl required an merease m the number ol employcees allocated (o scecurity at the Calas-Frethun site
and improvements to the surveillance system The situation returned to normal m September 2002,

As part of the Freight growth plan finalised i Apnil 2002, measures were taken to improve control
over production resources and develop the sales and marketing policy.

A new orgamisational structure for Franco-German transu, a prelude to more flnd Evropean links

In preparation for the major European [reight corndors, SNCF s torging alliances in a bid to lilt
technical barricrs and develop the intcroperability of equipment. As such. and n conjunction with
Dcutsche Bahn, direct hinks, without a change n locomotive or dniver, were launched in Junce 2002
between the four major marshalling yards in Woippy, Mannheim, Sibehin (Lyon) and Gremberg
(Colognce), thanks to the development of a joint locomotive pool able to support the different voltages
along the cross-border network. Similar measurces arc in progress with other bordenng railway companics
in order to facilitate the circulation of {reight convoys along the principal Europcan trunk routcs.

Strengthening of Geodis stockholders’ equity and the development of its commercial product range

The strengthening of Geodis® stockholders™ equity involved a €35.3 million common stock issuc n
Deccember 2002, subscribed to by its three main stockholders and bringing SNCF Group's controlling
intercst up to 48.92 per cent

I1BM expanded 1ts partnership with Geodis, awarding contracts for the logistics management of 1ts
Dublin plant and the collection of equipment at the end of lcasing contracts from all user clients 1n

Europe.

An mproved range of combined transport services

The opening in February 2002 of the new multi-modal transport platform in Bordeaux-Hourcade
operated by CNC and Novatrans, followed by the Dijon-Gevrey terminal in December contributed to the
development of combined transport activities by offering customers larger capacity. The allocation of
specific combined transport resources to the He-de-France hub enabled improvements in punctuality and
rehability in 2002.

° Infrastructure - leveraging of SNCF’s asscts and know-how

Mobilisation focused on customer service

Following the “production decbate” within the parent company, the delegated infrastructurc
manager (SNCF Infrastructure Department) took steps to improve the quality ol services offercd to
customers. In haison with infrastructure owner/manager RFF, multi-ycar maintenance programmes,
enabling rcalistic planning, were adopted and an approved rcgional engincering network cstablished.

Concrete results were obtained in 2002. The indicator measuring the number of events affecting
punctuality due to fixed plant failures improved significantly on 2001. Efforts werc concentrated
particularly on the lle-de-France (Paris region) nctwork — the “Francilien”™ — wherc a specific quality
upgrade programme decided in agreement with RFF was implemented.

SHEM association with the Electrabel group

Fiscal year 2002 was marked by the completion of negotiations aimed at finding a new commercial
and industrial partner for SHEM, the clectrical power generator. A contract for the sale of clectrical
encrgy produced by the Group was signed with Electrabel on 21st October, 2002.
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2. SNCF Group

On a constant Group structurce basis, consolidated revenues rose 3.1 per cent on last year.

2.1 Consolidated net income

Year ended

31st 3st
December,  December,

2002 2001 Change Change
(tn € nullions) Yo
Consolidated revenues .. ... ... . o 22,176 20,129 2,047 10
Capitalised production and ploducllon lor stock 575 659 (84) -13
Operating subsidics . e e e e 89 134 (45) -34
Purchascs and c,xl(,rnal char%s ......................... (10,844) (10,242) (602) -6
Taxes and dutics other than income tax . ........... (843) (785) (58) -7
Personnel costs o o et e e i (9,750) (8,741) (1.009) -12
Gross operating income . .. ... s 1,403 1,155 248 21
Depreciation, amortisation and provisions, net (1,166) (1,132) (34) -3

Other opcrating income and expenses ... ... .. .. (54) 3) (51)

Net operating income ... ... 183 20 163
Net financial expense ..........c..cocoocovvvmics rvceenns (320) (330) 10 3

Net loss from ordinary activities of consolidated

COMPANICS ..ot coiis e e e e et e ereiciee e e . 137) (310) 173 NM
Exceptional items ... ... oL 297 149 148 NM
Income tax ... ... et et et e (37) (24) (13) NM
Net income/(loss) of consolidated companies ... 123 (185) 308 NM
Share in carnings of cquity affiliates . . ... .. (2) 13 (15) NM
Amortisation of goodwill .....ies (28) (38) 10 NM
Consolidated net income/(loss) ...... . e 93 (210) 303 NM
MINority interests .o o venee vees vevivine e v e e e 30 (70) 100 NM
Net income/(loss) for the year (Group share) ... 63 (140) 203 NM

) Financial statement comparability

Two factors affect a year-on-ycar comparison of the 2002 financial statements. The first concerns a
change n estimated useful hife of certain rolling stock held by the parent company, as well as Keolis buses
and coaches. The depreciation period for TGV Réseau, Eurostar and Thalys trains was increased to
30 years with effect from 1st July, 2001. This adjustment to the trains’ service hves resulted in a €48
million decrease in the net charge to depreciation (compared to a depreciation period of 15 years).

The depreciation period for buses and coaches was increased to 12 years. This adjustment to uscful
lives had an impact of €6.9 million (compared to a depreciation period of eight years).

The second factor impacting financial statement comparability is the full consolidation of the Keolis
Group with effect from 1st January, 2002, equity accounted up to that date. SNCF exercises {ull control
over Kcolis and has appointed the majority of members to the Board of Directors of this company during
the last two consecutive years.

50



The mpact ol the {ull consohidation ol this company on nct income breaks down as tollows.

Year ended
3ist December,

Year ended
3Ist December,

Year ended

st December,

2002 2001 pro forma 2001 published
(tn € nullions)

Revenues e .. 22.176 21,504 20.129
Gross operaling mcoOMC . .. coocves vo we e ceer cvenen o 1,403 1,246 1,155
Nct operating income . ........ . 184 47 20
Net loss Irom ordinary aclnvnlu,s ol (,Ons()]lddl(,d

companices . .. ... ... (136) (283) (310)
Exceptional items . ... .. e e 297 152 148
Share in carnings of cquity dlhlmlcs ................ (2) 9 13
Consolidated net income/(loss) .. coe v+« 93 (201) (2L0)
Net income/(loss) for the year (Group share) .. 03 (140) (140)
Minority interests ... ... .. 30 oy (70)

. Net operating income

On a constant Group structurc basis, consolidated revenues rosc only 3 1 per cent., despite an
increase n traffic revenues followmg the launch of the TGV Méditerranée line and compared to 2001
figures heavily affected by Spring strikes. In effect, road transport and logistic activitics, which developed
a more sclective sales and marketing policy in order to increase margins, suffered as a result of the listless
cconomic climate and transportation difficuluics both cross-Channel and towards Italy. In addition,
passenger activities reported nuxed results, marked by Corail (conventional intercity) and Eurostar
problems.

Sull on a constant Group structurc basis, gross operating income rose 12 6 per cent., despite a
marked ncrecasc of €266 mullion 1n infrastructure fees paid to RFF and a decrcasc m Stale combined
transport subsidics of €60 million, thanks, notably, to the excellent results of Regional Express Train
(TER) activities, Seafrance and Télécom Développement.

Nct operating income incrcased €137 mullion on a like-for-like basis to rcach €184 mullion n 2002,
under thc combined impact of an improvement in gross operating income, and the increase in the useful
lives of TGV high-speed trains and Keolis buses and coaches.

S Net financial expense

The consolidated net financial expense improved by €10 mullion (from €330 million in 2001 10 €320
million 1 2002) due to a reduction 1n the net interest expense and the absence of long-term investment
write-downs recorded in 2001 in respect of the Geodis and GLI groups.

e Exceptional items
Exceptional net income for the year of €297 million, compared to €149 million in 2001, breaks down

as follows:

—  nct capital gains on asset disposals of €186 milhion, including €83 million in respect of the building
located at 10 place de Budapest, Paris, €41 million in respect of the building located at 1 Place
Valhubert, Paris and €19 million for the Geodis logistics activity 1n Basiano, Italy. In 2001, this
heading included capital gains rcalised on the sale of SNCF Participations’ corporate hcadquarters
and the SNCF building, ruc St Lazare;

—  net release from reserves of €159 million following the implementation of the Sernam restructuring
plan and an appraisal of residual risks;

-~ net releasc from rescrves ol €33 million in respect of a tax dispute concerning VAT on onboard
catering, following receipt of tax rebatces;

—  additional charge to reserves of €42 million in respect of environmental risks; and

—~ 2001 exceptional items comprised reorganisation and restructuring costs, in particular within the
Geodis Group, of €98 million.
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° Share in carnings of cquity affiliates

The cquity allihates™ contribution to nct inconme {ell €13 million to negative €2 nullion duce to the
dilficultics encountered by Sociét¢ Nationale Marntime Corse-Méditerranée (negative €11 milhon in 2002
compared to a break-cven position i 2001) Thesc losses were partially offset by the continued good
performance of Eurofima (€8 million).

. Income tax

The tax charge mcrcased by €13 nulhion on last ycar lollowing the full consohdation of Kcolis

2.2 Cash position and finance sources
. Cash position

The Group's principal sources arc cash [rom operations (€1.410 million) and cash from financing
activitics (€1.831 mullion)

Net cash from operations

Net cash from operating activitics 1s equal 1o Cashllow adjusted for changes in working capital
requircments. Net cash from operating activities totalled €1.410 mullion in 2002, compared to €741 million
in 2001.

This creasc reflects the improvement 1in Group opcrating income 1n 2002 and cspccially the
change n working capital requirements (+€469 million compared to —€74 mullion), primarily duc to the
renegotiation by SNCF of settlement terms and conditions with RFF (+€348 million) and cfforts covering
all trade receivables within the Group

The coverage of investments by operating cashilow ratio improved by seven points on 2001, but only
reached 49 per cent.

Net cash used 1n investing activities

Net cash used in investing activilies comprises tangible and tntangible asset purchases and disposals,
acquisitions of equity investments and investments in equity affiliates and net movements in other
investments and marketable securities.

Net cash used 1n investing activities totalled €1,877 mullion in 2002, compared to €1,746 million in
2001, representing a €131 million increase year-on-year.

) Assct purchases during the year totalled €2,144 million and comprised:
(in € nullions)

TaANGIDIC ASSELS ...ovuirireeeciiiiiciitier et e ettt b e s eaee 2,040
including assets purchased under lease finance ... ......ooveee v it vvceveeenccciinneee (65)
INLANGIDIE ASSELS ... ettt eeiene o cteaeeree e enaeaes oaee 47
Unconsolidated IMVESIMETLS .....coooirieiiieieiicerreieiies coiititnreiesenreererr e reiereereanies sevsneaesseneas 9
Movements in amounts payable on asset purchases .......... ... cocvves e w0 oo 113

) The main proceeds from 2002 disposals break down as follows:

(in € mullions)
Sales of buildings by the parent COmMPANY ........cccce coovirernineveeiienrencrecrreecie e e 207
Assets sales by Geodis GIOUP ..coieiiiciiics coiiiiiiiircccenn et eereeneens 82

. Changes in the scope of consohidation had a negative impact of €183 mtllion in 2002 and primarily
concerncd the acquisition of an additional intercst in Ermewa (net negative impact of €101 million)
and the {ull consolidation of Keolis (negative impact of €59 million).

Net cash from financing activities

Net cash from financing activities totalled €1,831 million in 2002, compared to €654 million in fiscal
ycar 2001.

Borrowings with an initial term greater than three months increased by €1,042 million, comprising
net long-term loan issues of €586 million and a €456 increase in cash borrowings.
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Alter adjustment lor changes m Group structure (+€148 million, primanly concerning the full
consohdation of Keolis and Ermewa), the impact of translation dillcrences on bond issucs recorded in the
parent company financial statements (~€408 mulhon), and the icrease n lease finance habihities
(+€41 nulhon), long-term borrowings in the balance sheet increased by €356 nulhon.

. Sources of financing — Debt management
Onc of the objectives of the 2002 financing pohicy was the lengthening ol the average term ol debt
by undcrtaking new ssues in the capital markets

As long 1ssues ate possible on the pounds sterling market, the parent company launched a GBP 350
mullion 25-ycar ssuc on 4th March, 2002. As SNCF did not wish to retain the exchange rate nsk, 1t
entered into swap contracts changing this debt into curo-denominated loating-rate borrowings

The financing policy then sought to capitalise on the improvement in SNCF's long-term credit rating
with Moody’s, on 26th July, 2002, from Aal to Aaa, by incrcasing the pounds sterting hine by GBP 150
muilhon and launching a €500 nulhion [0-ycar benchmark transaction These two transactions were aimed
at building on the new credit rating and confirming SNCF's reputation as a quality issucr.

2.3 Employces and social policy

The annual average number ol Group employces ([ully consolhidated companics) increased by
21,416, as a result of the full consohidation of Keolis (+22,980 cmployees) and the closure of United
Dustribution (-1,300 cmploycces)

Change n

2002 2001 per cent.
SNCF Y o o e e e e e e e 183,954 184,695
Geodis Group . ..o v cit 0wt i e e . 23,500 25,825 -9
Keolis Group ..o vt oo v o it e e e et e e 22,980 -
Sernam Group ..o vovee v v it e e e e e e e e 3,099 3,126 -1
STVA GIOUP ooeoieeiiis + criiviee e eireien et tecieucrecanenee e oo e 2,030 1,663 +22
ScaFrance Group e et e e e 1,429 1,188 +20
Other subsidianies and cquity INvestments ..o+« e . 5,170 4,250 +21
TTOLA ..o e e et et et ettt eeneetan . 242,162 220,747 +10

M paid employees, including employees seconded to Group subsidianes (1,674 1n 2001 and 1,261 in 2002)

There was little change 1n the total number of Sernam employees. A large number of employces
seconded from SNCF returned to the parent company during the year and were replaced by new recruits.

Changes 1n the number of employees over the last four years were as follows:

2002 2001 2000 1999
Parent company'™ ... oo, 183,954 184,695 182,804 179,415
SUBSIAIATIES ...ooovvvieri e e i oo s oo 58,208 36,052 37,187 36,302
TOAl ..o e e e+ e 242,162 220,747 219,991 215,717

(*) paid employees

2.4 Outlook for the future
e  Passcnger Transport and Services Division
Two major challenges for long distance rail transport

The “fast train of tomorrow’’, the new Inter-city train, will be brought into service by SNCF in mid-
2003, following completion of thc marketing relaunch campaign commenced at the end of 2002.
Discussions will be undertaken with public authorities concerning certain lines which {ulfil regional
dcvelopment missions.
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As rcgards the Eurostar, phasce onc of the new high-speed Iine between London and the Channel
tunnel will be brought into service 1n September 2003, reducing travel tmes between Pars and London to
two hours 35 mmnutes and between Brussels and London to (two hours 20 minutes In response 1o this
challenge. a new orgamisational structure will be proposcd i order to rationalise management and
operation These activities will be grouped together within a single company, Eurostar Ltd, mn which
SNCF Group will hold a majonty stockholding of 54.0 per cent.

Contracted tramport lives up to expectations

Parent company Regional Express Train (TER) and Transilien activitics continued to improve
production quality and tghten control over production expenses. Transilien 1s getting atself in the best
possiblc position [or ncgotiating the renewal of the SNCF contract with the transit authonity for the Pans
region, STIF

Keolis conunues to consolidate its poston in France . .

In France, Keolis contracts were renewed.

- by the Lillc Urban Community [or the passcnger transport network concession for the period 2003
1o 2009;

- by the Dijon Town and Suburb Community for the operation of its public transport network; and
- by the town ol Lisicux for the operation of 1ts urban nctwork.
. and accelerate 1ts international expansion

On 1st January, 2003, Keolis acquired a majority 70 per cent. interest in the common stock of
Busshnk, whosc bus and tramway nctwork in Stockholm and the surrounding region is onc of the main
public transport players in Sweden. With the rail franchise Citypendeln (Stockholm regional express train
nctwork) alrcady opcrated by the group, Keolis is now a reference in the passenger transport markct in
Sweden.

The Dutch company Synthus, one third of whose common stock is held jointly by Keolis and SNCF
International, won the call for bids in December 2002 for the Zutphen-Hengelo-Oldednzaal concession
along the German border. This confirmed Keolis® European roll-out strategy

In the United Kingdom, Keolis is a candidate for the takeover of the Transpenine Express franchise
in association with the British company First Group, as well as the allocation of the Merseyrail franchise,
in partnership with a UK Group in minority position.

The restructuring of Keolis common stock, with the total or partial withdrawal of Paribas Affaires
Industrielles, constitutes a major challenge for the group in 2003.

Ongoing renewal of the ferry fleet

Having demonstrated the success of 1ts opcrating strategy, with immediate gamns realised thanks to
the introduction of Rodin into the fleet, Seafrance intends to continue the renewal of its fleet as early as
2003, with an order for a ferry with a commissioning date of late 2004, if possible.

. Freight — Transport and Logistics
A new rail freight orgarusational structure within the context of a balanced growth plan

The balanced growth plan for the Freight Division presented to the Board of Dircctors on
24th April, 2002 has been implemented, with the objective to return to a healthy financial position around
2006-2007. To achieve this objective will require significant reorganisation of activities focused on the
corc businesses of logistics operator, {reight forwarder and main route and local transporter.

European roll-out intensifies

March 2003, a keystone date for rail freight, will notably sec the implementation of the Trans-
European Rail Freight Network (TERFN) and the Rail Infrastructure Capacity Allocation Body, within
the context of the first Railway Package. The Europcan dimension, crucial for freight activities where
35 per cent. of traffic volume 1s international, will increase in line with the logistic requirements of
customers.
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Parcel delivery and logisuc rationalisation measures on the verge of bearinyg frun

The implementation of a new organmisational structure within the Geodis group and the focusing of
activitics on a portioho of profitablc busmesses v now largely completed The recapitahsation of Geodis
continued m 2003, Geodis expects 1o report a signtficant inerease v results e 2003, by substantially
improving the profitabihity ol 1ts core businesses, overscas and 1oad parcel dehvery, and developing ats
high added-value activities, express and logistics, by offering customers a Europe-wide transport-logistics
capability

A financial effort to support combined transpoit activities

The €20 mullion recapitahsation of CNC during the Girst hall of 2003 should re-establish the key
financial indicators ol the subsidiary It comes in addition to the sale and leasc-back transaction covering
the pool ol LI59 Ireight cars spread over the pernod December 2002 o January 2003, The
competitiveness ol rail-road combined transport activitics 1n 2003 will be closely hinked to the level of
public subsidics received and changes in infrastructure lces.

Creation of a European logistics operator for the petrochenucal sector Ermechem

The Ermewa group and Bourgey Montrewil created Ermechem with SNCF's Freight Division. This
ncw company specialises in the assembly of logistic and multi-modal transport packages for major
petrochemical and gas groups.

. Infrastructure — leveraging of SNCF’s asscts and know-how
Waiting for the TGV East line

Over the coming years, the delegated infrastructurc manager will secc ats activitics incrcasc
substantially with the TGV East line and work performed under State/Regional plan contracts
Implementation delays concerning these programmes were recognised as carly as 2002

As 1s the casc cach year, infrastructure management teams did cverything possible to re-cstablish
traffic in exceptional circumstances. Repairing the consequences of the Gard floods 1s a prime cxample.

Partnership between SHEM and Electrabel

Following signature of a partnership with Electrabel at the end of 2002, SHEM’s contract with the
utility, EDF, has been terminated on lst May, 2003 in order to get better value from 1its clectricity
production.

Fimally, the Samt Pierre de Maréges plant’s pcaking equipment will be purchased during 2003,
representing the most significant development operation carried out by SHEM in several decades.

3.  Activity and results by division

Division contribution 10 revenues, gross operating mcome and net operating income breaks down as
follows:

Infrastructure,

Passenger — Freight — leveraging of

Transport and  Transport and ~ SNCF's assets
services logistics  and know-how Group

(in € nullions)

Division revenues ........ ... ........ 10,864 6,345 4,967 22,176
Gross operating income ............. 1,209 -87 281 1,403
as a percentage of revenues ... 11 -1 6 6
INet operating income ... .......... 450 -361 9 183
as a percentage of revenues .... 4 -6 2 1

3.1 Passenger — Transport and Services

The Passenger — Transport and Services Division brings together the passenger transport activities
of the Group - rail (TGV and traditional mainhne trains, Thalys, Eurostar, Regional Express Trains and
Transilien), ferries (Seafrance) and bus, tramway and subway (Kcolis)— as well as distribution activitics
and new services complementary to the intrinsic activities of the Division (Effia, A2C).
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Change in
2002 2001 per cent

(it € nullions)

Division revenues ... L L L 10.864 8,562 +27

Gross operating income ..ol . L. 1,209 888 +36
as a percentage of revenues .. L .. 11 10

Net operating income ..o L 450 230 +95
as a percentage of revenues ...l e L. 4 3

On a constant Group structurc basis (pro forma {ull consohidation ol Keolis in 2001) consohdated
division revenucs rosc 9.3 per cent., gross operating income 23.5 per cent., and nel operating income
75.3 per cent.

The increase n revenues reflects the impact lor a full-year of the TGV Mcditerrancan line, the
development of the Keolis group, notably internationally and the cxccllent activity of Scafrance.
Mainhne traflic increased 2.7 per cent (ecncompassing 6.6 per cent. growth attributable to TGV tralffic,
including Eurostar and Thalys), Regional Express Tramn (TER) activitics incrcased 4 () per cent and lle-
de-France trallic incrcased 2.4 per cent.

On a constant Group structurc basis, gross operating income represents 11 1 per cent of revenues
compared to 9.8 per cent. in 2001. Good regional transport and Scalrance results offsct the difficultics
cncountered by the Corail intercity and Eurostar lines

At the same time, on a constant Group structure basis, ncet operating income improved significantly
rcaching 4.1 per cent. of revenues compared to 2.6 per cent. in 2001 This heading bencfited notably from
the extension of the depreciation penod for TGV Réscau, Eurostar and Thalys HSTs and the improved
profitability of Regional Express Train (TER) activitics

. Long-distance and international rail transport

In a histless cconomic climate, Mainlinc activity results were marked by the successful development
of the TGV Mediterrancan line, accompanted by the greater than expected impact of this new line on the
Corail conventional intercity trains offer. The contribution to revenues increased 4.2 per cent. to €4,747
million (from €4,554 million in 2001), thanks to traffic growth of 2.7 per cent. and a 2.2 per cent. increase
in average income.

° The TGV demonstrated for the first year its ability to combine traffic growth and a marked increase
in average income (+4.8 per cent.)

. Corail ntercities suffered a drop in traffic and a reduction 1n average income under the combined
impact of the launch of the TGV Med, the transfer of certain destinattons to the Regional Express
Train network and the fall in competitiveness witnessed over the last four years,

. The Eurostar would appear to be highly sensitive to thc global economic climate and 1its
repercussions on the London financial market; the development of low cost arrlines also weakencd
this activity which recorded a 3.7 per cent. drop in traffic;

° Thalys, which benefited from the closure of the Paris-Brussels scheduled flight, demonstrated 1ts
devclopment capacity with an enriched offer and traffic income up 8.3 per cent.; and

° The Ehpsos over-night trains and the Artesia day trains enjoyed a good year, despite a decrcase in
the forcign customer base.

In this context, parent company Mainline activities constantly sought to strengthen competitiveness,
through commercial actions (new corporate product range, TGV Premium class on the Paris-Lyon line,
etc.), measures aimed at mmproving cfficiency (tightening of after-salcs/ticket exchange conditions,
strengthening of anti-fare-evasion measures, etc.) and tight control over procurement.

Their contribution to gross operating income (€505 million) nonetheless fell 6.7 per cent., duc to the
marked rise (19 per cent.) in infrastructure fees paid, resulting both from the volume effect of the TGV
Med traffic build-up and an increase in the price scalc. Net operating income is €223 million, up 12.3 per
cent.

The performance of e-commerce activities improved significantly on 2001, when results were
penalised by start-up costs and a fall in US customer confidence. Fiscal year 2002 enjoyed a 68 per cent.
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merease m Internet distribution activitics. Voyages-SNCF.com confirmed 1ts position as the leading
French c-commerce site with business volume ol €272 milhion.

. Regional Express Trains (TER)
TER activitics contributed €2,056 milhon (€1,715 nulhion n 2001) to revenues and €154 mullion to
gross operating income, up €20 mihion on 2001

The 199 per cent crease i TER revenues 15 attnibutable (o good growth m tialfic mcome (up
85 per cent ), reflecting the dynanusm injected by the regionalisation policy and the increase in
contributions resulting from contracts entered mto between the 20 Regional Authortics and SNCF.

The range of products increased signilicantly (+5 6 per cent ). duc notably to the recorgansation
clicct of the TGV Mediterrancan hine launch and the takeover by TER of the Pans-Auxerre and Pans-
Dnon scrvices on the non-high speed Iine.

Nect opcrating income 1s €74 nullion, up €143 nullion on last year, beneliting from an extremely
Iimited level of penalties thanks to an improvement in service quahty.

. Transilicn

In 2002, the 24 per cent traific growth n the Ile-de-France activity brought to 574 nulhion the
annual number of travellers. Traffic income rosc 3.6 per cent. The increase i the service price index, used
to update the STIF contractual objective, contributed to this improvement

Gross operating income increased 53 per cent. to €297 million (158 per cent of revenues),
comparcd to €283 mullion 1n 2001 (15.5 per cent. ol revenues) and bears the sigmificant increase in
personnel costs (+3 9 per cent.) and RFF (infrastructure) charges (+3.4 per cent.) between 2001 and 2002.

Service quality resulls were countrasted, notably with regard to punctuality which, although 1t
improved 1.1 percent to 91 6 per cent., nonctheless remained below the contractual objective of 93.50 per
cent, such that the bonus/penalty balance under the SNCF-STIF contract 1s only shghtly positive,

- Kecolis

Kecolis consohidated 1ts position as the lcading passenger road-transport operator in France, with a
contribution to consolidated revenues of €1,645 milhon, compared to €1,378 million 1n 2001, and to nct
operating incomce of €29 million, compared to €27 million in 2001 In France, the three-week strike which
affected the Lyon network 1n March-April 2002 and opcerating problems in Lilic duc to delinquency and
vandahsm disturbed the operation of city and suburb activities Nonetheless. the new transport network
launched in Rennes on 15th March, 2002, including the start-up of an automated metro linc, is alrcady a
success. Overall, French operation activity levels were satisfactory, despite certain contracts not being
renewed

Internationally, Keolis revenues incrcased significantly with the entry into the group of companies
such as Orléans Express in Canada and Martin Becker in Germany and the consolidation 1n 2002 of
South Central purchased 1n 2001, which benefited from SRA subsidies. After having suffered a number of
difficultics, the operation of the Citypendeln concession has now broken cven, while results from UK
actvitics recorded a significant downturn.

The lengthening of the depreciation period of buses and coaches from eight to 12 years contributed
to the improvement in net gperating income.

® Ferry transport

Fiscal year 2002 was a historic year for Scafrance, whichis clecarly heading for growth and
profitability. It recovered and consolidated historical markcet shares on the France-Dover crossing and
reported record activity levels in all traffic categories:

- 22 per cent. growth in car traffic, compared to an overall onc per cent. drop n the market;
— 25 per cent. increase in lorry traffic, compared to an overall five per cent ncrcasc in the market.

Seafrance demonstrated its ability to meet fully the commercial and operating challenge crcated by
the arrival of the ferry Rodin, increasing available capacity by 25 per cent. By maintaining the Renor it
the fleet, Scafrance was able to replace ferries unavailable for technical reasons and offer additional
crossings during peak pcriods. The reopening of discussions with employec represcntatives enabled the
company to improve its rcaction speed, without employee unrest disturbing services or damaging the
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company’s reputation. The closing quarter ol 2002 nonetheless witnessed more moderate growth, as the
expected reactions ol competitors combined with a highly uncertain geopohtical climate and a worscning
cconomic cnvironment

Ferry transport activitics benefited throughout 2002 from a combined increasc in volumes and price
All cross-Channel operators continued to revise tanills in a bid 1o restore margm levels, eroded since the
abolition of duty-Iree sates.

Fiscal year 2002 revenues rose 27.7 per cent to €259 milhon With operating expenses mcreasing
only 186 per cent., Scalrance enjoyed a return to prolits, unscen since 2000 Fiscal year 2002 net
operating income 15 €18 milhon, compared to €2 milhon m 2001.

3.2 Freight — Transport and logistics
The Freight Division brings together all the Group's freight and logistics activitics in both rail and
road
Change in
2002 2001 per cent.

(in € nullions)

DIVISION FCVCNUES ..ooviiviis e e et 6,345 0,622 -4

Gross operating income/(loss) .......... . 87 37 NM
as a percentage Of reVenues ... cecvvcnes < ceveeverennns -1.4 0.6

Net operating income/(loss) ... ........ e e e e e e (360) (283 =27
as d Percentage Of reVeNUES ... coe covvvceenie + cvevreereenenes -5.7 —4.3

The cconomic turnaround cxpected 1n 2002 did not matenalise, despitc a more buoyant final
quarter. The downturn n {reight business results was primarily duc to the car, combined transport and
grain transport scctors of the division’s various entitics. The other acuivity scctors held up well,
particularly Geodis parcel delivery activities in France. which improved its relative position 1n this
market.

° SNCF Freight activities

Rail freight carryings by Fret SNCF suffered the consequences of the slowdown in economic
growth, as well as the drop in the customer basc following the employee unrest in the Spring of 2001 and
the fall in traffic caused by problems with freight movements through the Channel tunnel and towards
Italy. Nonetheless, the activity managed to maintain traffic levels at 50.04 billion tonne-kilometres carricd
(down 0.7 per cent.) by retaining its market share (20.5 per cent.), one of the largest in Europe. Contrarily
to other sectors, the oil, chemicals, metals and wood and construction materials and quarry products
sectors recorded revenue growth in excess of 4 per cent., while traffic income from iron and steel and coal
products increased 1.8 per cent.

The contribution of rail freight activities to consolidated revenues is stable on last year (€1,781
mutlion 1 2002 comparcd to €1,798 mullion 1n 2001).

Gross operating income fell €83 million, under the impact of:
- a €60 millhon drop in the Stalec combined transport subsidies;

- a €15 million ncrease in traction and equipment maintenance costs, despite a 6 per cent. reduction
in cxternal purchases; and

- the payment to RFF of concession income of €10 mitlion.

) Parcels delivery and logistic services
Scrnam

The difficult economic climate in 2002 and a selective sales and marketing policy resulted in a
decrease in the contribution to consolidated revenues (€382 million compared to €476 million 1in 2001).
Cost controls nonetheless enabled a reduction in sub-contracting costs and despite a fall in revenucs, the
gross operaling loss remained stable at €68 million, compared to €70 mullion in 2001, 1n line with the
current restructuring plan.
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Geodis

In a gencerally untavourable cconomic climate, Geodis continued the regional tegration ol s
dillerent businesses, improved its commercial olfer and put the fimshing touches to measures aimed at
turning around 1ts loss-making subsidiarics This policy cnabled Geodis to report net operating income
of €50 milhon, up 587 per cent. on 2001 (€31 million), despite a 7.1 per cent drop i revenues 1o
€3,266 nillion

On a constant Group structurc basis

° Activity revenues i the France zone lell 2.5 per cent, while net operating mcome increased S 8 per
cent.

- the International Logistics division, heavily mvolved m the clectronies industrial sector
cutrently 1 difficulty. 1s under pressure from competitors unfavourable to the acquisiion ol
new profitable contracts i a stable market, and as such recorded a 10 per cent. fall in
FCVENUCS;

- the Road Transport division also faced strong competition and reported a 3 8 per cent. drop in
revenuces, primarily m the chemicals sector, despite an increase in the General Cargo scctor.
A highly sclective sales and marketing pohicy cnabled an increase 1in net operaling income,

- the Geodis BM sub-group, present in both the road transport and logistics sectors, mcreased
1ts net operating income to €7.4 million (from €1.5 million m 2001), thanks to a sclective sales
and marketing pohicy and cxcelient cost conirol;

- the Parcels Dchvery division, the uncontested leader in this business in France, reported a
slight mcrease n tonnage dispatched in the traditional scctor, despite a falling market, and a
drop 1n express tonnage, although substantially less than that suffered by the profession as a
whole; these trends resulted 1n a 2.7 per cent increase 1n revenucs and an improvement in net
operating income;

- the decrease 1n air and sca [reight rates did not impact international freight forwarder volumes
which remained stable, resulting in a decreasc in revenues but the mamntenance ol net
opcrating income levels

° Acuvity revenucs of the European zone, excluding France, fell 5.9 per cent.. despite a rccovery
towards the end of the year. The net opcrating loss fell to €9.9 million from €24.6 million 1n 2001,
with Italian subsidiarics suffering from difficulties in the logistics scctor, notably the electronics
segment, while rationalisation measures, particularly in Spain and the UK, started to bear fruit.

- Activity 1n the rest of the world recorded a 14.5 per cent. drop in sales following a reduction 1n
freight and transfer rates which affected international transport by sea and air, in particular with the
Far East and Argentina, while the worsening of the net operating loss from €0.9 nullion in 2001 to
€2.2 million in 2002 was due to dechining resulis in Mexico, India and cspecially the Ivory Coast.

As such, a more discerning selection of revenuc sources and the discontinuation of non-profitable
activities resulted in a 58 7 per cent incrcase in net operating income, which reached 1.5 per cent. of
revenucs.

e Port and shipping logistics

Excluding the entry of Challenge International into the scope of consolidation, the revenues of
Sealogis (formerly Feron de Clebsattel) fell 17.6 per cent. as a result of the general slowdown in the
economy, the crists 1n Argentina and the drop in activity with Africa and South America Including
Challenge International, the contribution of port logistic activitics to consolidated revenues increased
38 per cent. (€169 million compared to €122 million in 2001).

Sealogis net operating income 1s €2 million and, contrary to last ycar, the port handling company
MTND/GMP broke cven.

e  Combined transport

After a poor 2001, rail-road combined transport activities saw the beginnings of a mild turnaround
in 2002. In a combined-transport context marked by fragility, CNC business volumes fcll 6 per cent.

Sea container activities enjoyed an increase in market share, with growth of 7 per cent. following the
success 1n 2002 of special offers tailored to the new logistic needs of major players in the sector.
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This ncrease olfset a lall in door-to-door, swap-body “genceral cargo™ rail-road activitics, duc to
combinced transport losing out Lo more competitive “all-road™ ollers with excess capacity, the lengthening
of rclevant combined transport distances within mamland France and the loss ol 50 per cent ol cross-
Channcl tralfic duc to the suspension ol tralfic in the Channcl tunncl.

CNC reduced 1ts net operating loss m 2002 to €5 mullion, from €16 nullion m 2001. Alter rail
difficulies in 2001, CNC was penalised by an wcrecase in road termmal costs. The adaptation plan
launched n 2001 has alrcady enabled substantial reductions in the operating costs ol production lacilitics:
optimisation of the transport plan around a rcliable hub, branch closures, as well as cost reductions and
cutbacks n stalling

° Grain

Logistra rcported 58 per cent revenue growth (o €57 muthon, thanks to the availlability of freight
cars and a high-quality rail service Converscly, CTC revenucs [ell substantially (down 23 per cent. to
€20 milhon) lollowing a 15 per cent. drop n 2001-2002 grain campaign volumes and a reduction in
traditional outlets in France, hit in the export market by competition from Eastern Europe.

. Automobile transport

The French automobile market [ell 4.9 per cent. in 2002 compared with an excelient 2001. In this
context of slowdown, which heawily affccted 1ts traditional customers, STVA succecded in maintaining
activity volumes (€294 million compared to €291 1n 2001) Rail and road transport activitics arc down on
last year as arc rclated businesses, cxcept for storage activities which recorded growth Under these
conditions, STVA recported net operating income close to break-cven Two new operating siles were
openced n Bordecaux and Avigny

3.3 Infrastructure, Leveraging of SNCF’s assets and know-how

Change in
2002 2001 per cent.

(in € millions)

DivViSION FCVENUES ...c.oooves et v+ e eeveveen s 4,967 4,945

Gross operating iNCOME ......cccccece ev et veveeeereriees v ceen e coenene 281 230 22
as a percentage Of reVenUES ............ovevoeccenceaveerereenivnennns 6 5

Net operating income ... . 94 73 29
as a percentage Of reVERUES .....eoweeeereeeer e e v e e 2 2

Division revenues are stable on 2001 but slightly below expectations. The 22 per cent. increase 1n
gross operating income and the 29 per cent. increase in net operating income are primarily attributable to
Telecommunication activities.

. Infrastructure management

The contribution of delegated infrastructure management to consolidated revenues remained stable
at €3,786 million, due to failure of the expected growth of work performed for RFF and under State-
Region multi-year planning contracts to materialise, after the postponement of investment schedules and,
in particular, RFF devclopment projects.

In addition, the postponement of SNCF investment on its own behalf, notably 1n stations and
depots, reduced net operating income {rom infrastructure management.

The cxcellent collaboration between SNCF and RFF 1 the investment arca cnabled the
implementation of a joint management system in order to improve production control.

Restrictions on employee numbers and external expenditure were insufficient to stabilise gross
opcrating income, which fell €11 million to €72 million.

° Telecommunications

In an unfavourable economic environment, the contribution of telecommunication activities to
revenues fell slightly (€1,045 million compared to €1,075 million in 2001). The impact of the increase 1n
traffic carried with the arrival of local traffic was limited by the fall in international tariffs and the
reduction in internet traffic revenues following the introduction of the unlimited connection offer.
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Gross operating mcome rose 50 per cent (€142 milhon compared 1o €94 million i 2001) following a
drop i interconnection costs and a reduction n external expenses

Net operating income rose more moderately, from €20 nullton m 2001 to €45 mullion m 2002, duc (o
increased depreciation charges tollowing the commissioning ol substantial new telecommunications plant
during 2001 and at the begining of 2002

. Elcctricity gencration

SHEM’s contribution to consolidated gross operating income rematnced stable at €52 nulhon n
2002, as did 1ts contribution (o nct operating income (€51 nithon) The lowenng ol the tax on hydraulic
mstallations offscet the lall i the tanlls for clectniaty sales to EDF

4.  Additional information concerning the Parent Company
4.1 Parent company results
Fancial statement compuarability

The only lactor atfccting a previous-ycar comparison ol the 2002 financial statements 1s the change
in the cstimated usclul lile of certamn rolhing stock. The depreciation period for TGV Réscau, Eurostar
and Thalys trains was incrcascd to 30 ycars with clicct from 1st July, 2001. This change (compared (o a

depreaiation period ol 15 years) gencrated a €41 million increasce 1in net income, consisting of a €27 nilhon
rcduction 1n the net depreciation charge and a €14 mullion reduction n net charges (o opcrating

provisions

Results for the year

The parent company financial statements for the year ended 31st December, 2002 report a net profit
for the year of €19 nullion, compared to a net loss for fiscal year 2001 of €134 million.

This improvement reflects the combined cffect of positive and ncgative factors
—  ashght increasc (€7 million) 1n the net loss from ordinary activities to €183 million; and

- offset by cxtremely high exceptional income (€168 million), including substantial capital gains on
asse!l disposals

Passenger traffic continued to increase, benefiting from the launch of the TGV Méditerranée and
the development of the Regional Express Train (TER) offer (TGV traffic up 6.6 per cent.; total Mainline
traffic up 2.7 per cent.; TER traffic up 4.0 per cent.; Transilien traffic up 2.4 per cent.).

Conversely, freight traffic fell back slightly (0.7 per cent ), in a sluggish economy.

The €555 million increasc in Company revenues was due to an increase 1n traffic income (up two per
cent. after neutralisation of the estimated consequences of the strikes in March-April 2001) and the
contribution of services associated with regionalisation.

As the parcnt company accounts for over two-thirds of Group activity, the information presented
on 2002 consolidated results explains the majority of the parent company results.

In summary, the 2002 parent company net loss from ordinary activitics 1s up shghtly on 2001,
primarily as a result of*

- the deterioration in the net financial cxpense (—€61 million), which had benefited in 2001 from a
onc-off foreign cxchange gain; and

- a €49 million increase in gross opcrating income, which rosc from 4.4 per cent of operating
revenues to 4.6 per cent.

The parent company has not recorded a tax charge n respect of the ycar due to tax losses carricd
forward of €12.222 million (including defcrred tax depreciation of €11,795 million).

4.2 Material movements in investments

Duning 2002, investments decrcased by €39 million. Movements primarily concerned the sale of
15 per cent. of the common stock of Sernam (€35 million) to Geodis 1n January 2002, for a nominal
consideration of one euro, in accordance with the heads of agreement signed in December 2001 On
29th January, 2003 the Board of Dircctors approved the sale of an additional 15 per cent. intercst to
COGIP, for a nominal consideration of one euro, subject to receipt of ministerial approval for the salc.
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