Consolidated financial
statements

Corporate financial statements

Indtstriatand
environment-related risks
and insurance

Legal and financial information

ooooooooooooooooooo



Consolidated statements Of INCOME ... ... 66

Consolidated balance sheets ... 67
Consolidated statements of cash flows ... 68
Consolidated statements of changes in shareholder’sequity ... 69
Notes to the consolidated financial statements ... 70
Auditor’s report on the consolidated financial statements.......................................... 106
Balance sheet at December 31, 200 ... 107
Income statement at December 31, 2001 ... .. 107
Cash flow statement at December 31, 2001 ... 107
DIVIAENA .. 107
Lafarge financial results for the last five fiscal years ... . ... 108
INVESEMIENTS 109
Industrial and environment-related riskS.................... . 110
Country-related risKS ... 111
INSUTBINCE ... e 111
Common stock, voting rights and financial authorizations ... ... 112
COorporate QOVEINANCE ... ... 122
AUITOTS .o 127
Stock exchange information ... 128
Shareholder information ... 131
Shareholder relation ... 132
Company information ... 133
Reference docUumMeNnt .. . 135
Auditors report on the “reference document™ ... ... 136
Cross-referencetable ... Inside back cover

Consolidated financial statements | Annual report 2001 |

65



66

(in million euros, except per share data)

Years ended December 31,

Notes 2001 2000 1999
Sales 3 13,698 12,216 10,528
Cost of goods sold (9,258) (7,980) (6,823)
Selling and administrative expenses (1,578) (1,644) (1,483)
Gross operating income 2,862 2,592 2,222
Depreciation 3 (928) (788) (678)
Share of operating income on ordinary activities of equity affiliates 5 131 101 86
Operating income on ordinary activities 3 2,065 1,905 1,630
Gains on disposals, net 6 275 272 182
Other income (expenses), net 7 (169) (250) (105)
Operating income 3 2,171 1,927 1,707
Financial expenses, net 8 (595) (489) (337)
Income before income tax, amortization
of goodwill and minority interests 1,576 1,438 1,370
Income tax 9 (414) (379) (389)
Income before amortization of goodwill and minority interests 1,162 1,059 981
Amortization of goodwill 11 (142) (120) (108)
Minority interests 20 (270) (213) (259)
Net income 750 726 614
Earnings per share (euros) 10 5,97 6.78 6.19
Diluted earnings per share (euros) 10 5.85 6.69 6.12
Average number of outstanding shares (in thousands) 10 125,616 107,098 99,255

The accompanying Notes are an integral part of these financial statements.
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The pro forma statement of income including Blue Circle Industries from January 1, 2000 is set forth in Note 4.



(in million euros) At December 31,

Notes 2001 2000 1999
Goodwill, net 11 4974 2,820 3,157
Intangible assets, net 11 3,225 1127 1,079
Property, plant and equipment, net 12 13,353 8,882 7,904
Investments in equity affiliates 13 439 420 333
Other investments 14 671 1,716 413
Long-term receivables 15 900 489 384
Long-term assets 23,562 15,454 13,270
Inventories, net 16 1,776 1,309 1,237
Accounts receivable-trade, net 17 2,230 1,495 1,908
Other receivables 1133 899 760
Cash and cash equivalents 18 1,201 1,740 1,061
Current assets 6,340 5,443 4,966
TOTAL assets 3 29,902 20,897 18,236
(in million euros) At December 31,

Notes 2001 2000 1999
Common stock 19 521 429 400
Additional paid-in capital 4,324 3,028 2,459
Retained earnings 3,389 2,910 3,180
Cumulative translation adjustments (352) (324) (188)
Shareholder’s equity 7,882 6,043 5,851
Minority interests 20 2,551 1,707 1,598
Other equity 21 163 162 439
Total equity 10,596 7,912 7,888
Deferred taxes 9 937 810 13
Provisions 22 1,688 1,228 1,168
Long-term debt 23 11,041 7,490 5,520
Accounts payable, trade 1,467 1,114 1,041
Other payables 2,310 1,457 1,655
Current portion of long-term debt 23 1,350 579 655
Short-term bank borrowings 23 513 307 296
Current liabilities 5,640 3,457 3,647
TOTAL shareholders’ equity and liabilities 29,902 20,897 18,236

The accompanying Notes are an integral part of these financial statements.
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(in million euros)

Years ended December 31,

NOTES 2001 2000 1999
NET CASH PROVIDED BY OPERATING ACTIVITIES
Net income 750 726 614
Adjustments to reconcile net income to net cash provided
by operating activities:
Minority interests 20 270 213 259
Depreciation and amortization of goodwill 1,070 908 786
Share of net income of equity affiliates less dividends received 0 (35) (37)
Gains on disposals, net (excluding those of equity affiliates) (274) (272) (174)
Deferred income taxes and tax provisions (59) 31 24
Other, net (89) 5 23
Changes in operating working capital items (see analysis below) 174 (92) (217)
Net cash provided by operating activities 1,842 1,484 1,278
NET CASH USED IN INVESTING ACTIVITIES
Capital expenditures 3 (1,455) (1,307) (1,1412)
Investment in consolidated companies (1) (*) (4,537) (584) (859)
Investment in non-consolidated companies (81) (1,484) (147)
Disposals (2) 1,537 991 569
Net increase (decrease) in long-term receivables (144) (33) (24)
Net cash used in investing activities (4,680) (2,417) (1,602)
NET CASH PROVIDED BY FINANCING ACTIVITIES
Proceeds from issuance of common stock 1513 322 213
Increase (decrease) in treasury stock - (38) 381
Increase (decrease) in other equity 2 7 292
Dividends paid (including those paid to minority interests in subsidiaries) (337) (275) (280)
Proceeds from long-term debt 5,596 2,802 748
Repayment of long-term debt (4,746) (1,146) (737)
Increase (decrease) in short-term debt 282 (70) (286)
Net cash provided by financing activities 2,310 1,602 331
(Decrease) Increase in cash and cash equivalents (528) 669 7
Net effect of foreign currency translation on cash and cash equivalents (12) 10 84
Cash and cash equivalents at beginning of year 1,740 1,061 970
Cash and cash equivalents at end of year 1,200 1,740 1,061
(1) Net of cash and cash equivalents of companies acquired 256 34 13
(2) Net of cash and cash equivalents of companies disposed 2 179 23
Analysis of changes in operating working capital items
Decrease (increase) in inventories 35 307 (263)
Decrease (increase) in accounts receivable-trade 85 (102) 27
Decrease (increase) in other receivables (50) (107) (31)
Decrease (increase) in accounts payable-trade (46) 62 87
Decrease (increase) in other payables 150 (252) 17
Cash payments during the period for
Interest expense 503 495 332
Income taxes 234 458 318

(*) including BCI (3,804)

The accompanying Notes are an integral part of these financial statements.
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Outstanding Treasury Common Addi- Retained | Cumulative Share-
shares stock stock tional earnings | translation holders
paid-in adjustments equity
capital
(in number of shares) (in million euros)
Balance at January 1, 1999 102,787,006 5,707,826 392 2,313 2,428 (444) 4,689
Net Income 613 1 614
Dividends paid (183) (183)
Employee stock purchase plan 493,954 2 29 31
Issuance of common stock
(dividend reinvestment plan) 1,324,857 5 101 106
Exercice of stock options 372,389 1 16 17
Issuance of treasury stock (4,188,641) 322 322
Change in translation adjustments 255 255
Balance at December 31, 1999 104,978,206 1,519,185 400 2,459 3,180 (188) 5,851
Cumulative effect of change
in accounting for deferred taxes (759) (759)
Net income 731 (5) 726
Dividends paid (215) (215)
Issuance of common stock
(dividend reinvestment plan) 365,771 2 28 30
Issuance of common stock 3,180,000 12 274 286
Exercice of stock options 154,818 1 7 8
Exercice of stock subscription warrants 3,763,140 14 260 274
Purchase of treasury stock 318,655 (37) (37)
Goodwill previously written off against
retained earnings on subsidiaries sold 10 10
Change in translation adjustments (131) (132)
Balance at December 31, 2000 112,441,935 1,837,840 429 3,028 2,910 (324) 6,043
Net Income 752 ) 750
Dividends paid (273) (273)
Issuance of rights
(conversion to common stock) 14,110,592 54 1,059 1,113
Issuance of common stock
(dividend reinvestment plan) 1,125,007 5 103 108
Exercice of stock options 369,455 1 16 17
Exercice of stock subscription warrants 2,098,811 8 142 150
Purchase of treasury stock 26,532
Change in translation adjustments 24 (24) (26) (26)
Balance at December 31, 2001 130,145,800 1,864,372 521 4,324 3,389 (352) 7,882

The accompanying Notes are an integral part of these financial statements.
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As used herein, the terms “Lafarge S.A.” or “the parent
company” refers to Lafarge, a société anonyme organized
under French law, without its consolidated subsidiaries.
The termsthe “Company” or “Lafarge” refer to Lafarge S.A.
together with its consolidated subsidiaries.

The Company is headquartered in France and specializes in
the production of materials for the construction industry
in all the world’s major markets. At December 31, 2001, the
Company operated in the following business segments:
Cement, Aggregates and Concrete, Roofing, Gypsum. The
Company’s customers are from both the private and public
sector. Until December 31,2000, the Company also operated
in the Specialty Products segment (See Note 3).

Lafarge is listed on the “Premier Marché” of Euronext Paris S.A.
and,sinceJuly 23,2001, on the New York Stock Exchange (“NYSE”).

(a) Basis of preparation

The consolidated financial statements of the Company have
been prepared in accordance with the provisions of French
accounting legislation and standards (“French GAAP™).

French GAAP differs in certain respects from accounting prin-
ciples generally accepted in the United States of America
(“US GAAP”). Adescription of the main differencesis set forth
in Note 29.

Effective January 1, 2000, the Company adopted the new
accounting standard CRC n° 99-02 on Consolidated Financial
Statements published by the French Accounting Standards
Committee (“Comité de laRéglementation Comptable”). The
standard requires that the balance-sheet liability method
be applied for the recognition of deferred income taxes. The
cumulative effect of change in accounting for deferred taxes
is presented in Note 9.

(b) Principles of consolidation

Investments over which the Company has direct or indirect
control of more than 50% of the outstanding voting shares,
or over which it exercises effective control, are fully consoli-

| Annual report 2001 |
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dated, except for some companies, not significant in the aggre-
gate, that were not consolidated for practical purposes.
Control exists where the Company has the power directly
or indirectly, to govern the financial and operating policies
of an enterprise so as to obtain benefits from its activities.

Investments in companies in which the Company and third
party investors have agreed to exercise joint control are consol-
idated by the proportionate consolidation method with the
Company’s share of the joint ventures results, assets and liabil-
ities recorded in the consolidated financial statements.

Investments in which the Company has an equity interest
representing avoting right of more than 20% and over which
the Company exercises significant influence, but not control
are accounted for under the equity method.

All other investments in affiliates, which are not consolidated,
are accounted for at cost.

Revenues and expenses of subsidiaries acquired or disposed
of during the year are recognized in the consolidated state-
ments ofincome as from the date of control or up to the date
of transfer of control, respectively.

Allsignificantinter-company balances and transactions have
been eliminated on consolidation. With respect to propor-
tionately consolidated companies, intercompany transac-
tions are eliminated on the basis of the Company’s interest
in the entity involved.

(c) Use of estimates

The preparation of financial statements in conformity with
French GAAP requires the use of estimates and assumptions
that affect the reported amounts of assets and liabilities, such
as depreciation and provisions, the disclosure of contin-
gent assets and liabilities at the date of the financial state-
ments and the reported amounts of revenues and expenses.
Management reviews its estimates on an ongoing basis using
currently available information. Changes in facts and circum-
stances may result in revised estimates, and actual results
could differ from the estimates.

(d) Translation of financial statements
denominated in foreign currencies

The functional currency of the Company’s foreign subsidiaries
isthe applicable foreign currency except for enterprises oper-
ating in hyper-inflationary economies. The accounts of euro
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zone companies are translated into the Euro at the official
rate of exchange set on January 1, 1999.

The accounts of companies out of the Euro zone are trans-
lated into the Euro using the year end closing rate of exchange
for all balance sheet accounts and the average annual rate
of exchange is applied to revenues, expenses and amounts
presented on the statements of cash flows. The resulting trans-
lation adjustments are included as a separate component
of shareholders’ equity.

For companies that operate in countries which have been
designated as hyper-inflationary, fixed assets, investments
and operating supplies are not revalued and the original values
are translated to the USD which is considered by the Company

as the functional currency in these countries, at historical
rates of exchange. Revenues and expenses are translated to
this functional currency using the exchange rates of the month
of the transaction date. Translation gains and losses arising
from the translation of revenues and expenses are included
in income. In defining hyper-inflationary, the Company
employs criteria which include characteristics of the
economic environment such as inflation and foreign
currency exchange rate fluctuations and evaluates this infor-
mation in relation to its economic exposure related to the
subsidiaries’ operations.

The exchange rates for the translation of main currencies
were as follows:

2001 2000 1999

1 for euro monetary unit Average Year end Average Year end Average Year end

rate rate rate rate rate rate
Brazilian real (BRL) 0.4745 0.4866 0.5908 0.5508 05153 0.5545
Canadian dollar (CAD) 0.7209 0.7128 0.7286 0.7170 0.6307 0.6846
Chilean peso (CLP) 0.0018 0.0017 0.0020 0.0019 0.0018 0.0019
Chinese yuan (CNY) 0.1349 0.1371 0.1307 0.1298 0.1132 0.1202
Egyptian pound (EGP) 0.2768 0.2469 0.3040 0.2854 0.2740 0.2907
British pound (GBP) 1.6081 1.6434 1.6405 1.6023 15171 1.6085
Moroccan dirham (MAD) 0.1000 0.0976 0.1019 0.1014 0.0956 0.0987
Malaysian ringitt (MYR) 0.2937 0.2986 0.2847 0.2828 0.0820 0.0900
Nigerian naira (NGN) 0.0096 0.0101 0.0103 0.0097 0.0103 0.0099
Philippine peso (PHP) 0.0219 0.0220 0.0244 0.0215 0.0239 0.0246
Polish zloty (PLN) 0.2725 0.2861 0.2495 0.2598 0.2366 0.2405
US dollar (USD) 11165 11347 1.0820 1.0747 0.9374 0.9954
South African rand (ZAR) 0.1296 0.0959 0.1557 0.1422 0.1532 0.1616

Consolidated financial
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(e) Business combinations,

goodwill and intangible assets

Since January 1, 1989, all business combinations have been
accounted for using the purchase method of accounting.
Under this method, assets and liabilities acquired by the
Company are recorded at their fair value. Under the purchase
method, the excess of the purchase price over the fair value
of the net assets of businesses acquired, if any, is allocated
to goodwill. Before January 1, 1989, positive and negative
goodwill were written off against retained earnings.

When the Company initially acquires a controlling interest
inabusiness, any portion of the assets and liabilities retained
by minority shareholders is also recorded at its fair value.

Accordingly, if the Company subsequently acquires the assets
and liabilities considered held by minority shareholders,
no additional fair value adjustment is recorded at that time.
Initial estimates of fair values are finalized within a one year
allocation period. Subsequent to this period, releases of esti-
mated provisionsin excess of the actual costs incurred related
to the purchase price allocation are applied to goodwill.

Non-amortizable intangible assets, such as market share and
trademarks, are recognized through the purchase price allo-
cation to the extent that they can be valued using a sufficiently
accurate and objective method based on economic benefits.

The Company amortizes goodwill on astraight-line basis over
the estimated period of benefit, not exceeding 40 years.

Negative goodwill is amortized into income on a rational,
systematic basis, based upon estimates of future operating
results of the acquiree at the date of the acquisition.

(f) Revenue recognition

Consolidated revenues represent the value, before sales tax,
of goods, products and services sold by consolidated enter-
prises in the ordinary activities and after elimination of intra-
group sales.

Revenues from the sale of goods, and products are recorded
when ownership is transferred.

| Annual report 2001 |
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(g) Other income (expenses)

Other income (expenses) results from operations and includes
net restructuring costs, provisions for litigation and other
non recurring items.

(h) Intangible assets

Intangible assets include patents, licenses, and leaseholds
whichare amortized using the straight-line method over peri-
ods not exceeding their estimated useful lives and assets such
as market share and trademarks which are not amortized.

(i) Property, plant and equipment

Property, plant and equipment is recorded at historical cost.
The Company capitalizes assets financed through capital
leases where the lease arrangement transfers to the Company
substantially all the benefits and risks of ownership. Lease
arrangements are evaluated based upon the leased assets
expected period of future benefit in relation to the assets’
useful lives, the total future payments in relation to the fair
value of the financed asset and whether transfer of owner-
ship or favorable purchase options exist.

Interest on borrowings directly related to the financing of
construction projectsand incurred during development activ-
ities is capitalized to project costs.

Depreciation on property, plantand equipment s calculated
as follows:

Land is not depreciated.

Mineral reserves consisting of proven and probable lime-
stone, gypsum and aggregates reserves are depleted using the
units-of-production method.

Buildings are depreciated using the straight-line method
over estimated useful lives varying from twenty years for indus-
trial buildings to fifty years for offices or residential proper-
ties.

Plant, machinery, equipment and installation costs are depre-
ciated using the straight-line method over their estimated
useful lives, ranging from 8 to 20 years.
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(j) Other investments

Other investments, which consist either of shares held innon
consolidated companies or sharesin listed companies treated
as long-term equity investments are recorded at the lower
of historical cost or net realizable value, assessed on an indi-
vidual investment basis. The net realizable value is calculated
using the following criteria; equity value, stock market prices
or expected future profitability.

(k) Impairment of long-lived assets

Whenever events or changes in circumstances indicate that
the carrying amount of long-lived assets including good-
will may not be recoverable, the carrying amount iscompared
with the estimated undiscounted future cash flows expected
to result from the use of the assets and their possible dispo-
sition. If the sum of expected cash flows is less than the carry-
ing amount of these assets, an impairment loss is recognized
based on the fair value of the assets, derived from the pres-
ent value of expected cash flows.

(I) Inventories
Inventories are stated at the lower of cost or market. Cost is
determined using the weighted average method.

(m) Cash and cash equivalents

Cash and cash equivalents consist of cash and highly liquid
investments with an original maturity date of generally less
than three months from the time of purchase.

Consolidated financial

(n) Financial instruments

The Company enters into financial derivative contracts for
hedging purposes only. These transactions are executed in
order to reduce its exposure to changes in interest rates and,
foreign currency exchange rates on firm commitments.
Forward exchange contracts and foreign currency swaps
are used to hedge foreign currency exchange rate exposures.
Unrealized gainsand losses on these investments are deferred
and recorded in the carrying amount of the hedged asset or
liability on firm commitments. Contract premiums are amor-
tized rateably over the term of the hedge arrangement.

The Company enters into various interest rate swaps to manage
its interest rate exposure. The objective of the swaps are,
depending on the circumstances, to modify instruments from
fixed rate to floating and floating rate to fixed. The differ-
ence between interest payable and receivable is recognized
as interest expense or interest income.

(o) Pension plans, termination

and other post-retirement benefits

The Company provides various types of retirement, termi-
nation and post retirement benefits (including healthcare
benefits) to its employees. The benefits provided are deter-
mined by local legal requirements as well as the benefit poli-
cies of the specific subsidiaries.

Termination benefitsare generally lump sum payments based
upon an individual’s years of credited service and annual
salary at retirement or termination of employment.
Pension benefits are generally determined using a formula
which uses the employees’ years of credited service and expected
average final earnings. Most defined benefit pension liabili-
ties are funded through separate pension funds which are
separate legal entities or through insurance contracts.
Pension plan assets related to funded plans are invested mainly
in equity and debt securities. Other supplemental defined
benefit pension or post retirement plan benefits not financed
through independent funds or insurance contracts are paid
by the Company as they become due.
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Defined benefit pension plans and severance payment
arrangements

The Company’s liability in respect of defined benefit pension
plansor severance payment arrangements is generally calcu-
lated annually by independent actuaries using the projected
unit credit method. This methodology considers the prob-
ability of the employees’ length of future service, future
compensation, life expectancy and turnover, based on actu-
arial assumptions.

The projected future obligation is discounted by applying an
appropriate discount rate in each country for which pension
plans are maintained. The projected benefit obligation is
accrued during the employees’ years of service. Plan assets are
recorded at their fair values.

The charge for such pension plans, representing the net peri-
odic pension cost lessemployee contributions, is recorded as
pension expense in the year incurred.

For certain subsidiaries, significant gains and losses on the
financial position of plans arising from actual results that
differ from expectations, changes in actuarial assumptions,
and amendments to pension plansare charged or credited to
income over the service lives of the related employees.

Post retirement benefits other than pensions

Certain subsidiaries provide healthcare and insurance bene-
fits for a portion of their retired employees and their eligible
dependants. The cost of these benefits is actuarially determined
and included in the income statement over the employees’
working lives.

The Company records pension expense with respect to
defined contribution plans as incurred.

(p) Restructuring

Restructuring costs are accrued when management decides
to close facilities, or to reduce the workforce. Such costs
may include estimated facility closing costs and employees’
severance and termination benefits.

Where abusiness combination has occurred, restructuring costs
related to capacity reductions of the acquirer which are aconse-
guence of overcapacity and costs related to capacity reductions
of the acquiree are included in the cost of the acquisition.

| Annual report 2001 |
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(q) Site restoration

Where the Company is legally or contractually required to
restore a quarry site, the estimated costs of site restoration
are accrued and amortized to cost of goods sold rateably,
on a unit-of-production basis, over the operating life of the
quarry. The estimated future costs for known restoration
requirements are determined on asite by site basisand, when
determinable, are calculated based on the present value of
estimated future costs.

(r) Product warranties

The Company’s warranty policy generally provides a 30-year
coverage for roofing tile. The Company’s policy is to accrue
the undiscounted estimated cost of warranty coverage at
the time the sale is recorded.

(s) Environmental costs

When the Company determines that it is possible that a liabil-
ity for environmental costs exists, an undiscounted esti-
mate of the future remediation is recorded as a provision
without the offset of potential insurance recoveries. Costs
that result in future economic benefits such as extending
useful lives, increased capacity, safety or, those costs incurred
to mitigate or prevent future environmental contamina-
tion are capitalized. Environmental costs, which are not
included above, are expensed as incurred.

(t) Deferred income taxes

The Company changed its method of accounting for income
taxes effective at January 1st, 2000. Deferred income taxes are
accounted for using the balance-sheet liability method on
temporary differences between the tax basis of assets and
liabilities and their carrying amounts in the balance-sheet
(including tax losses available for carry forward). Deferred
taxes are measured by applying currently enacted tax laws.
Deferred tax assets are recognized when it is reasonably certain
that they will be recovered in future years.

Before January 1st, 2000, the deferred tax provision was calcu-
lated using the partial allocation method whereby deferred
taxes are provided only where timing differences were expected
to reverse in the foreseeable future. This method only takes
into account timing differences arising between the adjusted
net accounting profit of consolidated subsidiaries and net
taxable income. A cumulative adjustment was recognized for
the adoption of the new accounting principle and the effect
of this change is shown in the consolidated statements of
changes in shareholders’ equity (see Note 9).
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(u) Research and development

The Company iscommitted to improving its manufacturing
process, maintaining product quality and meeting existing
and future customer needs. These objectives are pursued
through various programs. Research and development costs
which are expensed as incurred, were 53 million euros,
43 million euros and 37 million euros for 2001, 2000 and
19909, respectively.

(v) Recently issued accounting pronouncement
In December 2000, the “Comité de la Réglementation
Comptable” issued the regulation (reglement) n® 2000-06
which requires French companies to adopt new account-
ing rules related to the recognition of liabilities for fiscal
years beginning on or after January 1, 2002. The regulation
requires thata liability should be recognized when, and only
when an enterprise has a present obligation (legal or construc-
tive) as a result of a past event and it is probable that an
outflow of resources embodying economic benefits will be
required to settle the obligation. The Company has not early
adopted regulation CRC n° 2000-06 in its consolidated finan-
cial statements. However, the adoption of this regulation
is not expected to have a material effect on its consolidated
financial statements.

Consolidated financial

Operating segments are defined as components of an enter-
prise for which separate financial information is available
that is evaluated regularly by the Company’s chief operat-
ing decision makers in order to allocate resources and assess
performance.

SinceJanuary 1, 2001, the Company has operated in the follow-
ing four business segments: Cement, Aggregates and Concrete,
Roofing, Gypsum which represent separately managed strate-
gicbusiness units that have different capital requirementsand
marketing strategies. Until December 31,2000, the Company
also operated in the Specialty Products segment which
produced and sold a variety of component products used in
the construction industry. The Company’s retained minority
interest in this business is now included in the segment
described as Other.

Each of the business segments are managed separately because
each business segment develops, manufactures and sells distinct
products.

Company managementevaluates internally its performance
on operating income on ordinary activities (defined as oper-
ating income before net gains on disposals and other expenses,
net) and capital employed (defined as the total of goodwill,
intangible and tangible assets, investments in equity affili-
atesand working capital) as disclosed in its business segment
and geographic area information.

The Cement segment produces and sells a wide range
of cement and hydraulic binders adapted to the needs of
the construction industry.

The Aggregates and Concrete segment produces and sells
construction aggregates, ready mix concrete and other concrete
products.

The Roofing segment produces and sells roof tiles, roofing
accessories and chimney systems.

The Gypsum segment mainly produces and sells drywall
for the commercial and residential construction sectors.

The accounting policies applied to the segment earnings
are in agreement with those described in Note 2.
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(a) Business segment information

(in million euros) Cement Aggregates Roofing Gypsum Specialty Other Total
and Products
Concrete

2001

Gross sales 6,476 4,824 1,585 1,064 - 243 14,192

Less: inter-segment (481) (18) 0 8 - (3) (494)
Sales 5,995 4,806 1,585 1,072 - 240 13,698

Depreciation (5112) (214) (118) (66) - (19) (928)
Operating income on ordinary activities 1,507 381 142 9 - 26 2,065

Operating income 1,466 419 90 0 - 196 2,171

Investments in equity affiliates 250 20 51 50 - 68 439

Capital employed 14,825 4,058 2,677 1,279 - 514 23,353

Total assets 17,416 5,798 3,182 1,554 - 1,952 29,902

Capital expenditures 894 288 131 117 - 25 1,455

2000

Gross sales 4,798 3,741 1,685 1,006 1,408 8 12,646

Less: inter-segment (378) (16) Q) 6) (21) 8) (430)
Sales 4,420 3,725 1,684 1,000 1,387 0 12,216

Depreciation (385) (181) (116) (55) (44) @) (788)
Operating income on ordinary activities 1167 309 219 60 150 - 1,905

Operating income 1,146 313 163 54 138 113 1,927

Investments in equity affiliates 211 17 46 40 107 @ 420

Capital employed 6,789 3,235 2,848 1,166 *294 50 14,382

Total assets 9,242 4,767 3325 1,426 *722 1,415 20,897

Capital expenditures 559 265 145 229 81 28 1,307

1999

Gross sales 3,955 3,219 1627 859 1,228 24 10,912

Less: inter-segment (320) 7 (6) 4 (21) (16) (384)
Sales 3,635 3,202 1,621 855 1,207 8 10,528

Depreciation (321) (166) (101) (44) (40) 6) (678)
Operating income on ordinary activities 908 249 232 127 122 8) 1,630
Operating income 882 244 220 117 106 138 1,707

Investments in equity affiliates 190 19 44 25 56 @ 333

Capital employed 6,476 2,628 2,808 979 873 (82) 13,682

Total assets 8,156 3,564 3,263 1,258 1,213 782 18,236

Capital expenditures 622 203 155 96 49 16 1,141

(*) These amounts exclude the part of the Specialty Products segment that was considered sold on December 28, 2000.
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(b) Geographic area information

2001 2000 1999
(in million euros) Sales Property, Capital Sales Property, Capital Sales Property, Capital
plantand  employed plantand employed plantand employed
equipment equipment equipment
net net net

Western Europe 5,490 4,814 9,945 5,717 3,510 6,159 5,498 3,525 6,638
Of which:

France 1,945 1,113 1,399 2,367 1,130 1,479 2,260 1,202 1,798

Germany 747 944 1,770 962 974 2,046 1,076 841 2,000

Spain 592 355 833 599 342 959 486 357 965

United Kingdom 1,140 1,229 3,265 852 562 604 739 595 719

North America 4,431 3,598 5,241 3,292 2,356 3,349 2,761 1,710 2,621
Of which:

United States 2,898 2,785 3,926 2,307 1,533 2,030 1,993 1,131 1,715

Canada 1,533 813 1,315 985 823 1,319 768 579 906

Mediterranean Basin 637 850 1,310 666 746 1,211 524 670 1,070

Central and Eastern Europe 514 623 1,016 501 522 868 359 461 767

Latin America 760 650 1,292 761 450 829 517 420 791

Africa 765 716 1,084 525 239 406 499 258 421

Asia /Pacific 1,101 2,102 3,465 754 1,059 1,560 370 860 1,374

Total 13,698 13,353 23,353 12,216 *8,882 *14,382 10,528 7,904 13,682

* These amounts exclude the part of the Specialty Products segment that was considered sold on December 28, 2000.

Pro forma condensed consolidated statements
of income for the years ended December 31, 2001
and December 31, 2000

The following unaudited pro forma condensed consolidated (in million euros, except per share data) Pf%gl”ai Pfggggr(“l?
statements of income present the results of operations for
the years ended December 31,2001 and December 31, 2000 Sales 15436 | 14304
assuming the acquisition of the retained businesses of Blue Depreciation (1,056)] (1,012
Circle Industries Plc (“Blue Circle”) and the disposal of Share of operating income
the majority portion of the Specialty Products segment had on ordinary activities of equity affiliates 130 155
taken place at the beginning of each of those fiscal years. Operating income
This pro forma information does not purport to be indica- on ordinary activities 2,313 2,387
tive of the historical performance that would have resulted Gains on disposals, net/other income
had the acquisition actually occurred at such dates, nor is it (expenses), net % 13
necessarily indicative of future operating results. The other Financial expenses, net (803) (744)
purchase and sale transactions that occurred during these Income tax (443) (469)
fiscal years have nosignificant effects on these pro formaresults. Income before amortization
These unaudited pro formaresults have been prepared based of goodwill and minority interests 1163 1187
upon the historical consolidated financial statements of the Amortization of goodwill (169) (160)
Company and Blue Circle Industries Plc. The historical Minority interests (280) (252)
consolidated financial statements have been adjusted (see Net income 714 775
the “pro forma adjustments” columns) in order to reflect Eamings per share (euros) 5.60 6.12
increases or decreases in financing costs and other adjust- ) )

. . L. . Diluted earnings per share (euros) 5.46 5.96
ments related to the acquisitionsand dispositions of Blue Circle.
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The following acquisitions have been adjusted:
acquisition of the Egyptian entity APCC in January 2000,
acquisition ofthe Greekentities Heracles/Halkis in April 2000,
increase in ownership in the Nigerian entities Wapco and
Ashaka in April 2000,
minority interests acquisition in RCC in the Philippines
in September 2001.
The following disposals have been adjusted:
Alborg in July 2000,

North American assets subject to regulatory rulings which
were disposed of during the second half of 2001,

The real estate properties disposed of in the UK in 2000
and 2001.
The pro-forma disclosures also reflect the amortization of
acquisition goodwill and the effects of other adjustmentsand
reclassifications necessary to present the historical accounts
of Blue Circle on a basis consistent with the Company’s
accounting policies.

Additional information on the pro forma consolidated
statement of income for the year ended December 31, 2001

(in million euros) Lafarge Blue Circle Pro forma Total
historical historical (6 months adjustments @ Pro forma 2001®
2001 period ended
June 30, 2001)®
Sales 13,698 1,929 (191) 15,436
Depreciation (928) (134) 6 (1,056)
Share of operating income on ordinary activities of equity affiliates 131 8 9) 130
Operating income on ordinary activities 2,065 291 (43) 2,313
Gains on disposals, net/other income (expenses), net 106 0 (10) 96
Financial expenses, net (595) (119) (89) (803)
Income tax (414) (50) 21 (443)
Income before amortization of goodwill and minority interests 1,162 122 (121) 1,163
Amortization of goodwill (142) 0 27) (169)
Minority interests (270) (12) 1 (280)
Net income 750 111 (147) 714
(1) Unaudited
Additional information on the pro forma consolidated statements
of income for the year ended December 31, 2000
(in million euros) Lafarge Blue Circle Pro forma Effect of the disposal Total
Historical Historical adjustments © of the majority Pro forma 2000®
2000 2000@ portion of the
Specialty Products
segment
Sales 12,216 3,490 (335) (1,067) 14,304
Depreciation (788) (254) 3) 33 (1,012)
Share of operating income on ordinary
activities of equity affiliates 101 38 (25) 41 155
Operating income on ordinary activities 1,905 573 (@) (84) 2,387
Gains on disposals, net/other income (expenses), net 22 1 65 (75) 13
Financial expenses, net (489) (171) (81) 3) (744)
Income tax (379) (148) 45 13 (469)
Income before amortization of
goodwill and minority interests 1,059 255 22 (149) 1,187
Amortization of goodwill (120) 0 (52) 12 (160)
Minority interests (213) (30) 9) 0 (252)
Net income 726 225 (39) (137) 775

(1) Unaudited (2) As published
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The following details the Company’s share of the opera- Components of other income (expenses) are as follows:
tions of equity affiliates:

Years ended December 31,

Years ended December 31, (in million euros) 2001 2000 1999

(in million euros) 2001 2000 | 1999 Restructuring costs ©9) 4| @7
Operating income on ordinary activities 131 101 86 Depreciation (33) (63) | (25)
Gain on disposals, net 1 - 8 Other expenses, net (67) (143) | (43)
Other expenses, net 17) O ®) Other income (expenses), net (169) (250) | (105)
Financial expenses, net k1) (21 | (19

Income tax (46) (23) | (19) Depreciation consists principally of increases to depreciation
:Pf?;‘;?e‘;%ztfionrceoa"r;eoﬁi‘;g?ii;&r’] expense r.esulti ng f.rom .revisions in de.preciat.)le lives to reflect
of goodwill 18 50 51 changes in operating lives of assets including changes due

to planned replacements of assets.

In 2000, other expenses, net include non-capitalizable costs,
totaling approximately 91 million euros, associated with the
Components of gains on disposals are as follows: initial tender offer to acquire the shares of Blue Circle. These
non-capitalizable costs include non-refundable feesincurred
for financing never utilized, the cost of foreign currency

Years ended December 31,

(in million euros) 2001 2000 | 1999 exchange contracts and other indirect costs related to acquir-

Gain on disposals of consolidated ing the Blue Circle shares.

subsidiaries, net 44 120 7

Gain on sale of shares

in listed companies, net 205 106 143

Gain on sale of other

long-term assets, net 26 46 32 i .

Components of financial expenses are as follows:
Gains on disposals, net 275 272 182
Years ended December 31,

(in million euros) 2001 2000 1999
Interest income 116 91 86
Interest expenses (647) (556) | (425)
Net interest income (expenses) (531) (465) | (339)
Other financial expenses, net (64) (24) 2
Financial expenses, net (595) (489) | (337)

Interest expense is reported net of capitalized interest
costs for construction projects of 13 million euros in 2001
(12 million euros in 2000 and 6 million euros in 1999).
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The income tax expense for the year is equal to the amount
paid or payable in the short term to the tax authorities in
respect of the financial year, in accordance with currently
applicable tax rules and rates in the various countries, taking
into account the taxation regime described below.

Pursuant to the provisions of the French Tax Code (Article
209 quinquies) and inaccordance with a tax agreement from
the French Tax Authorities, the parent company filesaworld-
wide consolidated tax return. This regime provides that the
basis for income tax computation of the parent company is
not limited to French consolidated subsidiaries but also applies
to foreign entities in which Lafarge owns more than 50%.
Under this provision, the parent company’s consolidated
taxable income is calculated based upon the rules of French
Tax Law for its operations in France as well as those of its
greater than 50% owned foreign subsidiaries.

Within certain limits, the French Tax Code allows for the
reduction of the taxable income of profitable companies by
the offsetting of taxable losses of other entities. French income
tax payable, as determined by the method described above,
allows for the application of foreign taxes, due in local juris-
dictions and related to greater than 50% owned foreign enti-
ties, to be applied as a credit to income taxes due in France.
This tax agreement covers the years presented and expires on
December 31, 2003.

(a) Cumulative effect of change

in accounting for deferred taxes

As discussed in Note 2(t), effective January 1st, 2000, the
Company changed its method of accounting for income taxes
from the partial allocation method to the balance-sheet liability
method. Prior years’ financial statements have not been
restated to apply the new method.

Asaresult of adoption, the Company decreased retained earn-
ings by 759 million euros, representing the cumulative effect
of the change for years prior to January 1st, 2000.

| Annual report 2001 |

(b) Income tax
Components of the income tax are as follows:

Years ended December 31,

(in million euros) 2001 2000 1999
Current income tax 413 344 | 382
Deferred income tax 1 35 7
Income tax 414 379 389

(c) Deferred tax assets and liabilities
Components of the deferred tax balances are as follows:

At December 31,

(in million euros) 2001 2000 *1999
Pensions and other post-retirement

benefits 99 137 129
Property, plant and equipment 409 99 78
Provisions and other current liabilities 171 67 50
Restructuring provisions 23 16 15
Net operating loss carryforwards 176 - -

Deferred tax assets 878 319 272

Property, plant and equipment 1,509 891 829

Prepaid pension assets 169 105 75
Other, net 137 133 138
Deferred tax liabilities 1,815 1,129 |1,042
Deferred tax liabilities, net 937 810 770

Consolidated financial

(*) Pro Forma assuming use of balance-sheet liability method
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(d) Effective tax rate
A reconciliation of the world-wide tax consolidation rate to
the Company’s effective tax rate is as follows:

Years ended December 31,

2001 2000 1999

World-wide tax consolidation rate 33.3% 33.3%| 33.3%

Capital gains taxed at a reduced rate -49% -5.8%| -1.0%
Effect of foreign tax rate differentials 08% 1.5% -

“Changes in enacted tax rates
in France, Germany
(in 2000) and Canada (in 2001)” -1.0%  -2.7% -

Deferred tax effect of the use
of the partial method - —-| -24%

Other -1.9%  01%| -1.5%

Effective tax rate 26.3% 26.4% | 28.4%

Basicearnings per share iscomputed by dividing income avail-
able to common shareholders by the weighted average number
of common shares outstanding during the year.

Diluted earnings per share is computed by dividing income
available to common shareholders by the weighted average
number of common shares outstanding during the year
adjusted to include any dilutive potential common shares.

Potential common shares include share options, warrants,
and convertible securities issued by the Company on its
own common shares.

The computation and reconciliation of basic and diluted
earnings per share for the years ended December 31, 2001,
2000 and 1999 are as follows:

Years ended December 31,

2001 2000 1999
NUMERATOR (i million euros)
Net Income 750 726 614
Interest expense on convertible debt (OCEANE) 23 0 0
Adjusted netincome 773 726 614
DENOMINATOR (share amounts)
Weighted average number of shares outstanding 125,616,000 107,098,000 99,255,000
Effect of dilutive securities - stock options 1,241,000 726,000 1,148,000
Effect of dilutive securities - warrants 100,000 777,000 -
Effect of dilutive securities - convertible debt (OCEANE) 5,118,000 - -
Total potential dilutive shares 6,459,000 1,503,000 1,148,000
Weighted average number of shares outstanding - fully diluted 132,075,000 108,601,000 100,403,000
Basic earnings per share (euros) 5.97 6.78 6.19
Diluted earnings per share (euros) 5.85 6.69 6.12
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(a) Changes in goodwiill, net

(in million euros) 2001 2000 | 1999
Goodwill, net, at January 1 2,820 3,157 |2,669
Amortization (142) (120) | (108)
Additions 2,284 309 580
Disposals (6) (185)| (20)
Acquisition adjustments (14) (352) | (182)
Translation adjustments 32 11 218
Goodwill, net, at December 31 4974 2,820 |3,157

Theacquisition adjustments include the adjustments which
arise from the finalization of the purchase price allocation to
the fair value of acquired assets and liabilities assumed on
business combinations.

Goodwill recognized before January 1, 1989 was written off
against retained earnings. The analysis of the residual net
amount of this goodwill had it been recorded in the balance
sheet and subsequently amortized, is as follows:

(in million euros) 2001 2000 1999
Goodwill, net, at January 1 66 79 84
Amortization 3) 3) (5)
Disposals - (10) -
Goodwill, net, at December 31 63 66 79
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(b) Changes in intangible assets, net

(in million euros) Market Other | Total
shareand
trademarks

AtJanuary 1, 1999 641 270 | 911
Additions 255 63| 318
Disposals - (20) | (20)
Other changes (6) 21 15
Translation ad