Affine

REPORT OF THE CHAIRMAN ON CORPORATE GOVERNANCE AND INTERNAL
CONTROL
(Article L 225-37 of the Commercial Code)
for the 2006 year

Article L 225-37 of the Commercial Code requires tbhairman of the Board of Directors of
any public limited company with its registered offiin France and conducting public offerings
to report on the conditions for the preparation arghnisation of the work of the board and the
internal control procedures established by the @mpWithout prejudice to the provisions of
Article L 225-56, the report should among othemierefer to any limitations placed by the
board of directors on the authority of the chie¢@xtive.

| - PREPARATION AND ORGANISATION OF WORK OF THE BOA RD OF
DIRECTORS:

Internal regulations adopted by the Board on Deenily 2002 and updated on March 26,
2004, September 22, 2004, September 26, 2005 amniber 18, 2006 specify and
supplement the work of the Board described by ttelas of Association.

1) Composition of the Board

The Board of Directors of the Company has sincelA&dr, 2006 consisted of 11 Directors and
three non-voting members.

Affine complies with the principle recommended irafice’s Bouton report whereby at least
half the Directors on the Board of Directors shdugdndependent.

In accordance with the Bouton report, the princplsed to determine the independence of a
Director are that he or she:
- is or has not been an employee or senior offi€éhe company or an employee or director of
the parent or a company it consolidates in thefiastyears;
- is not a customer, supplier or business or imaest banker:

» significant to the Company or its Group;

» or for which the Company or its Group represerggaificant proportion of business;
- does not have a close family link to a senioiceff,
- has not been an auditor of the Company in thdilasyears;
- has not been director of the company for more ttiayears;
- if a director representing a significant shareleol he or she is considered independent when
this does not participate in the control of the pamy and its percentage shareholding is less
than 10%.

In application of these principles, the followinge &onsidered independent directors: Mr Alain
Bonte, Mr André Frappier, Mr Michel Garbolino, MuBkhard Leffers, Mr Paul Mentré, Mr
Jacques de Peretti and Mr Frangois Tantot.



A Director is appointed for three years. The apfment of Mab-Finances is due to end on the
conclusion of the General Meeting convened to @edite on the annual financial statements
for 2006.

2) General management:

The Extraordinary General Assembly of September 2002 harmonised the Articles of
Association with France’s new economic regulatiost Af May 15, 2001 (Nouvelles
Régulations Economiques, or the “NRE"). In appimatof Article 14 of the amended Articles
of Association, the meeting of the Board of Direston the same day decided not to separate
the functions of Chairman of the Board and Chiekdtrive. It also decided to appoint a
Deputy Chief Executive Officer.

3) Frequency of meetings:

The Board met nine times in 2006, on the followdages:

- January 27, 2006, examination of investment plans

- February 28, 2006, approval of 2005 financialesteents;

- April 21, 2006, renewal of appointment of the €iman and Chief Executive and the Deputy
Chief Executive, examination of investment plans;

- June 19, 2006, examination of investment plans;

- July 31, 2006, granting of a guarantee;

- August 24, 2006, examination of investment plans;

- September 18, 2006, examination of accountshiffitst half of 2006 and forecast budget for
2006, payment of an interim dividend and examimagbinvestment plans;

- October 30, 2006, examination of investment glans

- December 18, 2006, examination of investmentgplan

The average attendance rate of the Directors w&egl 83.

4) Convening and information for the Directors:

The internal regulations envisage that meetingh@Board are convened by the Chairman of
the Board of Directors verbally or in writing. Théan include electronic messaging subject to a
system being installed enabling authenticatiorhef@hairman’s signature.

Before any meeting, each Director receives a fil@béing him or her to make a decision at the
meeting based on all necessary information. Unlegent, this file is sent a week before the
date the Board is to meet but can be supplemeated by any other document able to assist
decision-making.

The Company provides the Directors with all reldvamformation concerning it. This
information is provided confidentially. At any timany Director may request any document
concerning the Company from the Chairman of ther@oé Directors.

5) Specialist committees:

The Board of Directors has established two commsttesponsible for preparing its work:

- A Remuneration Committee, consisting of five mensh is in charge of submitting to the

Board all issues relating to the personal status ramuneration of senior company officers
(salaries, bonuses and free share grants). Theskeaided on a consensual basis in accordance



with contributions to the results and satisfactdgvelopment of the Group. The Committee
also deliberates on free share grants to certafi siembers. These represent a loyalty-
building tool and are awarded in accordance wita iimportance of responsibilities and
contributions to Group results.

The Remuneration Committee met once in 2006 witBGo attendance rate.

- A Commitments Committee, consisting of six mersbehas the task of examining
investments in both lease and rental assets ofrmthiz amount exceeds the authority delegated
to the Board, that is, €5,000,000.

For projects of less than €10,000,000 the Boardigctors is informed of the decisions of the
Commitments Committee. For those of more than €N0DO, it makes a decision based on its
recommendations.

The Committee met twice in 2006 with an averagenathnce rate of 83.33%, it being
understood that if a Committee member is absestphher observations may exceptionally be
made in writing. Before each meeting of the Boardwectors, the Committee members are
required to study all investment projects submittedctly to them.

The Board of Directors’ meeting of December 18, @@Mended the internal regulations to
enable the Real Estate Director to attend Commitsn€ommittee meetings in a consultative
capacity.

6) Meeting minutes:

The minutes of the Board of Directors are prepayedhe conclusion of each meeting and
provided to the Directors for approval before te&tn

Il — INTERNAL CONTROL PROCEDURES :
1) Objectives:
The internal control procedures in effect at thenpany have the aim:

- firstly to ensure that management actions, théopmance of operations and the activities of
staff comply with legislative and regulatory praweiss specific to both banking and financial

companies and the professional standards spegitieet operations conducted, as well as with
the enterprise guidelines established by the comjpadies in respect of internal Company
rules, standards and values; and

- secondly, to ensure that the accounting, findrasid management information provided to
the Company bodies accurately reflects the busimedsituation of the enterprise.

The main aim of the internal control system is tevent and control risks arising from the
activity of the Company and those of error or frgparticularly in the accounting and financial
areas. Like any control system, it can not congtian absolute guarantee that these risks shall
be fully eliminated. Nevertheless, Affine’s statfscredit institution resulted several years ago
in it introducing rigorous internal control proceds under the monitoring of supervisory



authorities, as well as in appointing a specifipesuisor and above all familiarising all
Company employees with the importance of interoatrol.

2) Organisation:
The internal control supervisor works directly deneral Management.
The internal control system is applied by Affinetaro levels:

a) First-level controls concern all means impleradriby the operating entities to ensure the
appropriateness, security and successful complatioperations conducted, as well as
compliance with procedures relating to the suraeidke of all types of risks related to
operations.

b) The second-level controls verify, with a montblyquarterly frequency as appropriate, the
appropriateness and compliance of operations iticp&ar via an assessment of the:

- effectiveness of the first-level controls;
- compliance with and updating of procedures; and
- suitability of existing systems to the importaracel control of all risks related to operations.

Controls are based on written, regularly updatedceulures. These comply with both
regulatory stipulations and Company standards. Tiescribe the methods for recording,
processing and generating information, the accogrgystems and the procedures for initiating
operations. They produce the information neededitlier risk monitoring purposes of the
Company and its subsidiaries.

3) Risk control

The twin characteristics of credit institution apbperty company govern risk identification
and controls, asset monitoring arrangements andtanimy of the financial and accounting
information quality.

a) Credit risk

The contractual relations with the lessees or tesnare based on tested, standard contracts that
are regularly updated with the assistance of spiciawyers.

* Risk analysis for decision-making purposes

The healthy quality of Affine’s portfolio is thanks a rigorous analysis of lessee and tenant
circumstances and the provision of the guaranteggssary to mitigate any deterioration:
assignment of sub-tenant rents, guarantees frosedesr tenant shareholders, guarantee
deposits or bank guarantees for forthcoming remtissa on.

» Post-decision risk controls

- Global controls
As owner of more than 300 real estate assets, ffireeAGroup takes care in particular that:



- the assets are covered by insurance policiescratllow recovery of the value in the event
of an incident;

- buildings comply with all applicable regulatiorasbestos legislation, regulations on high-rise
constructions and buildings open to the public, etc

- building maintenance is conducted under its sugi®n by recognised professionals;

- large repairs are performed in a reasonable torensure the security and comfort of users
and to preserve the value of the building;

- a financial analysis is conducted for the magsées and tenants once annually;

- estimates of the buildings’ values are checkediref market values twice a year upon
preparation of accounts.

The Affine Group has taken out all insurance pelicheeded for its business with major
international firms:

- damages: new value with unlimited coverage;

- professional civil liability;

- civil liability for building owners; and

- company officer civil liability.

- Specific controls

Customer risk is monitored very regularly undetpacsfic procedure. Any delay or failure to
collect payments of more than six months resultsthe systematic provision of the
corresponding receivable. The financial structuré¢he main lessees and tenants is reviewed
annually or when a significant event occurs affegthem.

Affine has had a technical assessment procedurisftwildings in place since 2003. This is
implemented by a specialist engineering firm, whalbtains assurance of the satisfactory
quality of the buildings before the constructioratantees expire.

b) Financial risk

The Company makes certain it has excess finanesdurces at all times, in particular via
confirmed bank lines. It systematically coversitterest-rate risk via market operations (caps
and swaps).

Furthermore, as part of the interest-rate risk hegigpperations, Affine only enters into
contracts with leading banking institutions.

c) Operating risk
o IT risk
Affine’s entire IT system is backed up every daythe event of an incident, a back-up facility

is provided for outside the premises. Coded acqaesedures and anti-virus systems
supplement the measures taken against IT risk.



* Legal risk

All property leases signed with customers are sihbje one or more notarial deeds, with
possibly ambiguous points thus examined twice leylégal department and the notary upon
the wording of each agreement.

In respect of other contracts, to support its aialyof complex legal points the legal
department receives assistance from specialistdesvy

* Environmental risks

To respond to changes in customer demands andogevehts in regulatory standards, the
Group participates in France’s high environmentalaldy initiative (Haute Qualité
Environnementale). This consists of limiting theviemnmental impacts of a construction or
renovation operation, while ensuring healthy anthfootable living conditions for building
occupants.

The company Abcd has thus introduced a low envietal impact site charter that is signed
by all site participants before works agreemengsfarmalised. This charter aims to reduce the
nuisances caused by the site, for example withrimédion from inhabitants of riverside areas,
management of waste and rejected products, redsciio noise, cleanliness of sites and
accesses and so on.

Affine takes care to ensure that the user of i&sdd or owned properties complies with all
existing environmental regulations.

d) Money-laundering risk

Checks on the sources of funds from buyers andng@artare conducted regularly, in

accordance with stipulations applicable to bothditrmstitutions and real estate professionals.
In this respect, regular staff meetings allow feitaration of the instructions with which to

comply.

Il - LIMITATIONS ON AUTHORITY OF CHIEF EXECUTIVE I NTRODUCED BY
BOARD OF DIRECTORS

1) Chairman and Chief Executive:

On 21 April 2006, the Board of Directors renewed #ppointment of Maryse Aulagnon as
Chairman and Chief Executive Officer and the Badetined her authority accordingly:

Subject to the authority the law expressly attrisutio the General Assembly and that reserved
specifically for the Board of Directors, the Chaammand Chief Executive Officer has in all
circumstances the broadest authority to act withénlimits of the corporate purpose on behalf
of the Company. She may, furthermore, delegate augnority though only for a limited
purpose and time.”



2) Deputy Chief Executive:

The Board of Directors of April 21, 2006 reneweé #ppointment of Alain Chaussard in his
post of Deputy Chief Executive Officer. The Boaefided his authority accordingly:

Mr Alain Chaussard has the following authority, defined in the meeting of the Board of
Directors of September 12, 2002:

- subject to the authority the law attributes espheto the General Assembly and the Board of
Directors, complete authority in all circumstandesact within the limits of the corporate
purpose on behalf of the Company; and

- assistance to the Chairman in the managemenmieofvork and the organisation of the Board
of Directors.

Mr Alain Chaussard is representative on the Boardwectors of Mab-Finances, vice-
Chairman of the Board.

3) Delegations of authority:

The internal regulations of the Board of Directbesse delegated the following authority to
general management:

- divestments and acquisitions: up to €5,000,000tmsaction. After conclusion, the next
meeting of the Board of Directors must be informédperations of more than €1,000,000; and
- security, avals and guarantees: up to €3,000p@0Mperation for requesting parties outside
the Affine Group; for operations on the requestGobup companies, the next meeting of the
Board of Directors is informed.

General management has delegated the following&tyth

- to Mr Nicolas Cheminais, Real Estate Directoe, duthority to adopt, renew and terminate all
leases, to conclude all contracting or propertyettgument agreements for a maximum amount
of €300,000, to grant all construction or contrdetvelopment agreements for works not
exceeding an amount of €100,000 and to concludéealinical contracts with a maximum
amount of €100,000.

- to Ms Catherine Wallerand, Legal Director, the¢hawity in particular to conclude any leases
and to buy or sell all types of land, buildings aedl estate rights and assets.
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