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B — Estimates and judgments

In preparing its financial statements, Company R has to make estimates and assumptions that affect
the book value of certain assets and liabilities, income and expense items, and the information
disclosed in certain notes. Company R regularly revises its estimates and assessments to take account
of past experience and other factors deemed relevant in view of the economic circumstances. If
changes in these assumptions or circumstances are not as anticipated, the figures reported in Company
R’s future financial statements could differ from the estimates established at the time the financial
statements were finalised.

The main items in the financial statements that are sensitive to estimates and judgments at December
31, 2011 are the following:

+ provisions, particularly vehicle warranty provisions (note 2-G), provisions for pensions and other

long-term employee benefit obligations (note 21-C) and provisions for workforce adjustment
measures (note 7-A).

R — Provisions
Pensions and other long-term employee benefit obligations (Abbreviation)

Restructuring measures/Termination benefits
The estimated cost of restructuring and the cost of workforce adjustment measures is recognised as
soon as a detailed plan has been defined and is either announced or in progress.

NOTE 21 - PROVISIONS
A —Provisions at December 31

(€ million) DECEMBER 31, 2011 DECEMBER 31, 2010
Provisions (other than prOV|S|ons.for. pension 1743 1962
and other long-term employee obligations)

Pr(_JV|S|ons for restructuring and workforce 368 544
adjustment costs

Provisions for warranty costs 675 728
Provisions for tax risks and litigation 284 311
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Other provisions 416 379

Provisions for pension and other long-term

employee benefir; obligations ’ 1,350 1246

TOTAL PROVISIONS 3,093 3,208
Provisions — long-term 2,227 2,243
Provision — short-term 866 965

All known litigation in which Company R or Group companies are involved is examined at each
closing. After seeking the opinion of legal advisors, any provisions deemed necessary are set aside to
cover the estimated risk.

B — Changes in provisions (other than provisions for pension and other long-term employee

obligations)

TAXRISKS
RESTRUCTU
WARRANTY AND OTHER
RING TOTAL
PROVISIONS ~ LITIGATION  PROVISIONS
- PROVISIONS
(€ million) PROVISIONS
At December 31, 2010 544 728 311 379 1,962
Increases 26 410 64 126 626
Reversals of provisions (85) (363) (60) (37) (545)
for application
Reversals of unused 117 (99 (22) (54) (287)
balance of provisions
Changes in scope of - - - 2 2
consolidation
Translation - (6) 9 - (15)
adjustments and other
changes
At December 31, 2011 368 675 284 416 1,743

In 2011, increases to restructuring provisions essentially comprise the effect of workforce adjustment
measures in Europe (note 7-A).

Most of the reversals of unused provisions for restructuring reflect the discontinuation in 2011 of the
Group’s plan to reorganise its establishments in the Paris area, and the updating of the provision for
workforce adjustment measures in France, reflecting the options chosen in 2011 by employees
eligible for these measures (hote 7-A).

At December 31, 2011, other provisions included €35 million of provisions established in application
of environmental regulations (€40 million at December 31, 2010). These provisions include
environmental compliance costs for industrial land that the Group intends to sell (particularly on the
Boulogne-Billancourt site) and expenses related to the EU directive on end-of life vehicles (note
29-A2). They also include technical provisions established by the Sales Financing segment’s
insurance companies, amounting to € 105 million (€52 million at December 31, 2010).
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As greenhouse gas emissions were lower than the Group’s allocated quotas, no associated provisions
were booked at December 31, 2011.
2011 12 31
2-6G
21-C 7- A
( )
/
21
12 31
2011 12 31 2010 12|31
1,743 1,962
368 544
675 728
284 311
414 3709
1,350 1, 2416
3,093 3,208
2,227 2,24
866 96pH
( )
( )
2010 12 31 544 728 3111 379 1, 962
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2 6 410 64 126 626
(85) (363)(60) (37) (545
(117) (94) (22) (54) (287
- - - 2 2
- (6) (9) - (15
2011 12 31 368 675 284 41l 1, 704
2011
2011
2011
2011 12 31 35
2010 12 31 40
E U
105
2010 12 31 52
2011 12

2011 12 31

Notes

1. Accounting policies

Provisions

Provisions comprise liabilities of uncertain timing or amount that arise from restructuring plans,
environmental, litigation and other risks. Provisions are recognised when there exists a legal or
constructive obligation stemming from a past event and when the future cash outflows can be
reliably estimated. Obligations arising from restructuring plans are recognised when detailed formal
plans have been established and when there is a valid expectation that such plans will be carried out
by either starting to implement them or announcing their main features. Obligations under litigations
reflect Group Management’s best estimate of the outcome based on the facts known at the balance
sheet date.

Contingent assets and liabilities

Contingent assets and liabilities are possible rights and obligations that arise from past events and
whose existence will be confirmed only by the occurrence or non-occurrence of one or more
uncertain future events not fully within the control of the Group. They are disclosed in the notes.

Post-employment benefits (Abbreviation)
10. Employee benefits (Abbreviation)

12. Provisions and contingencies
12.1 Provisions

- 37-
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In millions of CHF

Restructuring  Environmental Litigation Other Total
At 1 January 2010 730 30 2 694 411 3865
Currency retranslations (115) 1 (183) (35) (332)
Provisions made during 433 6 633 280 1352
the year (a)
Amounts used (224) (3) (242) (126) (595)
Unused amounts
reversed (26) (5) (131) (25) (187)
Modification of the
S — — 2 6 8

scope of consolidation
At 31 December 2010 798 29 2773 511 4111

of which expected to be settled within 12 months 601
Currency retranslations (33) - (39) (16) (88)
Provisions made during 115 5 194 162 476
the year (a)
Amounts used (187) (5) (85) (146) (423)
Unused amounts (61) 2 (327) (34) (424)
reversed
Modification of the — — 18 - 18
scope of consolidation
At 31 December 2011 632 27 2534 477 3670

of which expected to be settled within 12 months 576

(@) Including discounting of provisions (refer Note 13).

Restructuring

Restructuring provisions arise from a number of projects across the Group. These include plans to
optimise production, sales and administration structures, mainly in Europe. Restructuring provisions
are expected to result in future cash outflows when implementing the plans (usually over the
following two to three years).

Litigation

Litigation provisions have been set up to cover tax, legal and administrative proceedings that arise in
the ordinary course of the business. These provisions cover numerous separate cases whose detailed
disclosure could be detrimental to the Group interests. The Group does not believe that any of these
litigation proceedings will have a material adverse impact on its financial position. The timing of
outflows is uncertain as it depends upon the outcome of the proceedings. In that instance, these
provisions are not discounted because their present value would not represent meaningful
information. Group Management does not believe it is possible to make assumptions on the
evolution of the cases beyond the balance sheet date.

Other

Other provisions are mainly constituted by onerous contracts and various damage claims having
occurred during the year but not covered by insurance companies. Onerous contracts result from
unfavourable leases, breach of contracts or supply agreements above market prices in which the
unavoidable costs of meeting the obligations under the contracts exceed the economic benefits
expected to be received or for which no benefits are expected to be received.
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12.2 Contingencies

The Group is exposed to contingent liabilities amounting to a maximum potential payment of CHF
1363 million (2010: CHF 1121 million) representing potential litigations of CHF 1344 million (2010:

CHF 1110 million) and other items of CHF 19 million (2010: CHF 11 million). Potential litigations
relate mainly to labour, civil and tax litigations in Latin America.

Contingent assets for litigation claims in favour of the Group amount to a maximum potential
recoverable of CHF 281 million (2010: CHF 247 million).
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