Report of the __,;h

alrman of

the SUPETVISOTY

on the arrangements for planning and organising the work of the Group’s Supervisory
Board and on the Group’s internal control procedures for the financial year ending
December 31, 2008 (section L. 225-68 of the French Commercial Code).

This report was prepared in close cooperation with Unibail-
Rodamco’s Management Board, the Group's Direcior of Infernal
Audit and the Group's General Counsel. In addition, it was
discussed with the Group’s Statutory Auditors. On February 5,
2009 the Supervisory Board approved this report pursuant to
section L. 225-68 of the French Commercial Code.

. SUPERVISORY BOARD
1. Functioning of the Supervisory Board
1.1.Purpose and powers

The Supervisory Board exerts permanent oversight and conlrol
over the Management Board and the general affairs of the
Company. To that end, the Supervisory Board conducls
appropriale Inspections and reviews and may obtain copies
ol all documents to fulfill its duties. The Supervisory Board
functions under the Company's Articles of Association and a
specific Charter'.

Moreover, it makes suggestions and formulates recommendations

to the Management Board on the following:

* company strategy and financial performance;

® business risks;

® siructure and administration of internal risk management and
control systems;

* financial reporting procedures and compliance with relevant
lows and regulations.

In addition, the Supervisory Board makes decisions concerning
the Company's corporate governance and its actual
implementation. It assesses the functioning of the Management
Board, the Supervisory Board fincluding the Supervisory Board
commitiees] and their individual members. It handles and setiles
conflicts of interests and any discrepancies as to the functioning
of the Management Board (if anyl.

{1)Both available on the Company’s website and ot the Company’s registered
office

1.2. Limitation on the powers of the Management Board
by the Supervisory Board

Pursuant fo section 11.5 of the Company's Articles of Association
authorising the Supervisory Board to restrict the powers of the
Management Board, the Supervisory Board's prior approval
mus! be obtained for certain Management Board decisions
and operations:
® acquisitions, investments (including capital expenditures for
internal development), interest acquisitions and offbalance
sheet commitments exceeding €25 Mn (consolidated figure)
concerning assets or aclivilies located outside European
Union Member States or outside the scope of the approved
Group strategy. The threshold is raised to €300 Mn?
{consolidated figure) for assets or activities located within
European Union Member States and within the scope of the
Group's sirategy;
asset disposals (including ransfers of real property or interest)
exceeding €300 Mn? (consolidated figure);
indebtedness or securily interess in excess of €300 Mn
{consolidated figure), threshold raised to €1 Bn for corporate
debt refinancing purposes;
transfers of all or part of the Company’s business to third
parties in excess of €500 Mn [consolidated figure);
any significant changes in the Group's governance and/
or organisation, allocation of responsi%ilities within the
Management Board and any action affecting the Company's
entilement to tax regime applicable to listed Properly
Invesiment Company (SIIC] tax treatment or any other real
estale tax-exempt status in a foreign country,;
any alterations of the Company's dividend policy and of
proposals by the Management Board in the distribution of
interim or full dividends.

The Supervisory Board is informed of pending operations in
excess of €100 Mn but below €300 Mn.

[2]Ttus threshold 15 raised to €500 Mn (consolidated fgure) for urgent
operalions and decisions; subject to prior dialogue between the CEQ, the
Chairman and the Vice-Chairman of the Supervisory Board




1.3. Composition

The Supervisory Board can consist of 8 {minimum} to
14 {maximum| members, who are appointed by the Company’s
shareholders. Supervisory Boord members are normally
appointed for a three-year term and may be re-elected.
Under the Supervisory Board’s resignation and rofation nules,
the resignation and reappointment of members is staggered
to prevent, lo the grealest extent possible, reappointments
occurring simulatenously.

Since the appointment of two new members of the Supervisory
Board, Mrs Mary Harris and Mr Alec Pelmore on April 29,
2008, the Supervisory Board consists of twelve members.
All are considered to be independent members? except for
Mr). Dermagne since his tenure as a member of the Boards of
Unibail S.A. and of UnibailRodamco S.A. combined exceeds
Iwelve years®.

Members of the Supervisory Board of Unibail-Rodamco 5.A.5

At the Company's 2008 Annval General Meeting, in
accordance with the Company's rofation rules, four members
of the Supervisory Board were reappointed. In keeping with the
Company’s policy of staggering the (re-Jelection of Supervisory
Board members, Mrs Harris and Mr Pelmore were appointed
for one year. They will be proposed for re-election for a three-
year term at the Company’s 2009 Annual General Meeting.
Messis van Qordt and Laurens will be proposed for reelection
for another three-year term at that meeting also.

The age limit for the Companys Supervisory Board members is
735, while at least worthird of its members must be 70 of younger.

Name Age | Main positions other than Supervisory Board
membership of Unibail-Rodamco S.A.

Chalrman {USA)
Independent member

Robert F W, van Cordt 73 | Member Board of Directors of Schering-Plough Corporation

Member Board of Directors Fortis Bank 5.A. / N.V. (Be)
Member Supervisory Board Draka Holding N.V. (N1)

Vice-Chairman
Independent member

Franguols jaclot Director and CEQ of Addax and Oryx Group

Frans [G.M. Cremers
Independent member
Pascom Capital B.V.

Member Supervisory Boards of N.S, N.V,, Royal Vopak N.V.,
Fugro N.V. (Vice-Chairman), Luchthaven Schiphol N.V. and

Jacques Dermagne Chairman of the French E:

Social and E

Council and Honorary Chairman of the Worldwide
Organisation of the Economic Councils

Independent member

Robert ter Haar Supervisory Board member of Royal FrieslandCampina N.V.,
Maxeda B.V. and Parcom Capital B.V. {Chairman)

Independent member Director of

Mary Harris Member Supervisory Board and Audit Committee of TNT N.V.
N ys plc

Independent member property issucs

Alec Pelmore Currently advises a number of UK companics on strategic and

Jean-Louis Laurens
Independent member

Executive Board Member of Robeco Groep, Robeco Dizect NL
and Robeco Investment Management US

Independent member and of Sucres & Denrées

Yves Lyon-Caen Chairman of the Supervisory Board of Bénéteau S.A.

Independent member Crédit Agricole S.A.

Henri Moulard Non voting member and Chairman of the Audit Committee of

Member Board of Directors of Burelle S.A. and EIf Aquitaine

Independent member
Holding B.V.

Bart R. Okkens Member Supervisory Boards of Stichting de Nationale
Sporttotalisator and Hulsman Special Lifting Equipment

Jos W.B. Westerburgen
Independent member

Member Supervisory Board of ASML Holding N.V.
Vice Chairman of the Board of the Association AEGON

{JiBased on AlopMedef's comporale governance code {December 20067
cntena ond the Company s criena uader ic Supervsory Boord Char The
G N ond R C cuenes ol on ormuol
review of each Supervisory Boord member's prolie ogamst she idependence
crieno scl out i the Chorler aed the Code

{4)This 15 the soie enienon of the Code with which Mr Demargee does not

{51Fos il fatmaton please consuf the wegot nformaton seckon

16} ihe Company s sharehakders approve the iransh of the Company
from a soadié anomyme Jo a soactas curopaco af the 2009 Arauci General
Meohng. ail fhe Supcrwsory Boord members will be propased lor nomination
as Supeswsory Board members of the Company suuclas curopaca lor the
remander of thew current orms

1.4, Meetings, attendance and information

According to its Charter, the Supervisory Board meets at least
five times o year according to o pre-set schedule. Extraordinary
meetings may be held for specific reasons af the written request
of the Supervisory Board’s Chairman, or of at least one-third
of the members of the Supervisory Board or of any of the
Management Board members.

To encourage effective attendance at Supervisory Board
meetings, attendance of its members is taken into consideration
for the payment of the variable portion of the Supervisor
Board fee. The Statutory Auditors attend the yearly and half-
year meetings of the Supervisory Boord where the financial
statements for those periods are reviewed.

Notices are sent at least three days before Board meelings {except
in unusual circumstances). Notices include o defailed agenda
and comprehensive papers which enable to prepare the Board
members fo discuss oy, if necessary, approve the issues at hand.

Whenever necessary, Supervisory Board members are sent
letters of advice and opinions issued by the Company's tax,
legol, accounting- or risk managers. To ensure that Supervisory
Board members are fully informed on developments in the
respeclive industry segments and of events taking place within
the Group, they regularly discuss these matters during their
meetings and receive press reviews ond financial reports on
UnibaiFRodameo, its competitors and on indusiry matters. In
addition, the Supervisory Board and Management Board have
the opportunity to discuss strategic matters indepth and to be
informed of developments in the market during a three-day
annual refreal.

1.5. Summary of Supervisory Board activities

The Supervisory Board of UnibailRodamco S.A. held eight
meetings in 2008 [six ordinary meefings and two extraordinary
meetings). Overall attlendance at these meetings was 96%.

In addition to items and decisions within its statutory scope, the
Supervisory Board discussed all major actions taken in 2008,
both internally-related (organisation and key appointments
within the Group, internal audit elc.) and externally-related
le.g. acquisitions, disposals, the Group's srategy, development
projects, financial policy, etc.).

The Supervisory Board was in particular informed of, examined

or approved the following matters:

¢ the appointment of a new Management Board member,
Mr B. Julien-laferrigre, including his remuneration;

* the appoiniment of two new Supervisory Board members and
the reappointment of four Supervisory Board members,

# the remuneration of the Manogement Board members;

* the 2008 stock oplion plon and the tolal allocation of stock
oplion granis for 2008;

® the adoplion of Afep Medef's code of corporate governance
as the frame of reference for the Company and the Company s
compliance with the code,

* the proposal lo change the Company's legal form from
a public imited-liability company [société anonyme) to a
European company [socretos evropacal;

* the Group’s Compliance Program, including a Code of Ethics;

* the amendment of the Management Board Chatter,

* the assessment of the Supervisory Board’s performance;

* growth and divestment projects and operations, including
the acquisition of Lo Maquinista and Habeneras shopping
centres in Span and the conclusion of a partnership with
GIC 1o whom UnibailRodameo respectivly 49% and 47%
of these shopping centres, Shopping City Std in Austria, the
development of the Mall of Scandinavia and the divestment
of a significant part of the Dutch portfolio;

* the quarterly Management Board reports for 2008;

e the nm_<m.<mo_‘ Group business plan, financial resources

fincluding the new EMTN programme) and borrowing
requirements,

* Dutch FBI tox siatus requirements;

* the Company distribution payment policy and interim
dividend payment decisions;

* the Company’s 2008 share buy-back programme.

Supervisory Board members were informed of the work and
recommendations of its specialised committees and those of the
Statulory Auditors. The minutes of oll the meetings of the Audit
Committee and the Governance, Nomination & Remuneration
Committee were regularly appended 1o those of the Board

The conclusion of the annual self-assessment of the Supervisory

Board wos that the Supervisory Board's functioning is satisfactory

and that *fine-uning” postmerger has been completed rapidly,

Following the previous assessment some measures were

implemented:

® The Supervisory Board is regularly sent press reviews and
financial reparts on UR, its competitors and on industry
matters. Moreover, before each Supervisory Board meeting
members receive a “Business update” consisting of a report
on the key areos of the Group's operations,

# The Company hired a Supervisory Board Secretary in 2008
part of whose duties is to improve the functioning of the
Supervisory Board and its commitiees.

* The Company appointed wo additional Supervisory Board
members to the Audit Committee and the Governance,
Nomination & Remuneration Committee, to ensure that all
Supervisory Board members can contribute fo the extent that
they wish and in recognition of the valuable contribution that
each of the members could make to those committees.

1.6. Remuneration

The yearly Supervisory Board attendance fee remained at
€52,000 per member {tixed portion of 75% and variable
portion of 25%, allocated according to the rate of attendance
at meehings). The fixed portion was poid quarterly and the
variable portion at yearend. The Chairman and Vice-Chairman
of the Supervisory Board were paid a supplemeniary fee of
€45,000 and €15,000 respectively. An additional fee of
€1,350 was paid lo Supervisory Boord members attending
a meeting (o several relaled meelings) of the Supervisory
Boord and/or Supervisory Board committees held outside the
members' country of residence




2. Functioning of the specialised committees set up by the
Supervisory Board

Two specialised committees assist the Supervisory Board:
the Audit Commiitee and the Governance, Nomination and
Remuneration Committee. These committees function under
separate Charlers’.

2.1. Audit Commitiee
Tasks

lis main role is to provide oversight over financial matters,
internal control and risk management.

n this context and in occordance with its Charter, the Commitiee
examines the following areas before issuing an opinion to the
Supervisory Board:

* quarterly review of the financial statements and consolidated
accourts, business information, asset valuation, offbalance
sheet commitments and cash position;

* internal management contiols, risk control and implementation
of Company-elevant financial legislation;

* the Compony's financial policy (accounting methods, impact
of new legislation, efc.}, finance and lax plonning;

* evaluglion and/or adoplion of the Statutory Auditors’
recommendations;

® the relationship between the Company and its Statutory
Auditors

Composition

The Audit Committee consists of four independent members?,
including ot least one that has expertise in financial admi

and accounting for listed companies or other large companies
exposed 1o IFRS accounting methods.

Normally, the Chairman of the Management Board [CEQ},
the Group’s Chief Financial Officer (CFO) and the Chief
Resources Officer attend the Audit Committee meetings, Other
Management Board members may also ofiend the meelings
unless decided otherwise by the Committee. The Audit
Committee may decide to meet without the Management Board
members' presence or to meet only with the CEQ, the CFO or
the Statutory Auditors. The Group's Director of Consolidation
and Accounting, the Group’s Controller and the Group's
Director of Internal Audit & Risk Management attend the meeting
at the request of the Audit Committee

{71 Availablc co the Compony’s websie ond ot ifs regstered offce
18] lwo addiscaai Supervsory Board members were appowicd
fo the Audd Commikee m Alarch 2009

Mestings and information
The Audit Commillee meets at least on a quarterly basis, or
whenever one or more Supervisory Board or Management
Board members request a meeting. |t meets ot least once a
year with the Statutory Auditors without the members of the
Management Board being present. The Audit Commitiee may
the advice of external advisers if it deems necessary
Members receive notices convening the meetings with an
agenda and the meetings’ documents three days before each
meeting. To allow for adequote preparation and consideration
of the ﬂo:.vﬁoq and full year accounts, the Audit Commiitee
meets at least 48 hours prior to the Supervisory Board meetings
at which those accounts will be reviewed.

The Supervisory Board is informed of the proceedings and
recommendations of the Audit Committee during its meeting
following that of the Audit Commitiee.

Summary of Audit Committee activity
The Audit Committee met five times in 2008. The member
attendance rate was 95%.

During 2008, the Audit Committee considered and/or issued
opinions on:
¢ the revaluation of net assets, the Company’s financial
statements and consolidated accounts for the 2007 full year
accounts and the 2008 halfyear accounts,
the quarterly Management Board reports for 2008,
the Company dividend payment policy and the proposal
o _*rm AGM regarding the allocation and distribution of
protits;
the funding of the Group’s five-year business plan, financiol
resources, borrowing requirements (including the creation of
a new EMTN programme and the updating of intercompany
credit lines);
the inlernal audit charter, the audit plan for 2008 and the
internal audit reports for the first and second sixmonth periods
of 2008;
the working terms and conditions of the Statutory Auditors for
the closing of the 2008 annual accounts;
Dutch FBI tax status requirements,
wﬂnawaozo: of the Company’s exposure to and management
of risks.

In the secondhalf of 2008 the Audit Committee analysed in-
depth the Company’s sirategy o face the deepening economic
crisis, paying particular attention to the management of the
Company's tinancial position and its mitigation of risks. The
conclusion of the onnual self-assessment of the Audit Committee
was that the Committee’s functioning is satisfactory.

Remuneration

Yearly attlendance fees for the Commitiee in 2008 remained
at €20,000 for the Chairman and €10,000 for the other
members, An addifional fee of €1,350 waos paid to members
altending o meeting {or several relaled meetings) of the
Supervisory Board and/or Supervisory Board commitiees held
outside the members' country of residence.

2.2, Governance, Nomination And Remuneration
Committee — GN&RC

Tasks

The GNBRC's main role is to examine all issues falling within
its scope of action under the GN&RC Charter and to advise
the Supervisory Board on such matters. Its tasks specifically
include, os regards remuneration matters, the formulation of
the Group's remuneration policy and related remuneration
arrangements [fixed income, shortterm incentive, longlerm
incentive and pensions} for Management Board members and
the atiendance fee policy for Supervisory Board members, In
relation to nomination matters, it develops profiles and screening
criteria for Supervisory Board members and initiates proposals
for the renewal and appointment of Supervisory Board and
Mancgement Board members. It assesses the performance of
Supervisory Board and Management Board members on a
regular basis. Each yeor it assesses the independence of the
Supervisory Board members against the criteria set out in the
Supervisory Board Charter. In relation to governance matiers,
the GN&RC assesses the adequacy of the Company's corporate
governance practices and rules concerning the Company as a
whole and the Management Board, Supervisory Board and its
committees in particular. It continuously evaluates the Company's
compliance with these rules,

Composition
The GN&RC consists of four members®, three of which are
considered to be independent.

In addilion to its members, the CEQ and the Chief Resources
Officer attend the GNSRC's meetings, except for malters that
relate to them. Other persons may be invited by the Commitiee’s
Chairman.

Meetings and information

The Commitiee meets ot least three times a year and whenever
one or more Supervisory Board or Management Board members
request a meeting. Members receive the notices convening the
meetings with an agenda and the meetings’ documents three
days before each meeling. The Supervisory Board is informed
of the GNRC's proceedings and recommendations at the
meeting following that of the Commitiee.

{9} fwo addiscncl Supervisory Boord members wese oppamied

Summary of GN&RC activity
The Commitiee met four times during 2008. The member
attendance rate was 100%.

in 2008, the GNBRC considered and/or issued opinions on:

® the appointment of a new Management Board member,
including his remuneration;
the re-appointment of four Supervisory Board members and
the appoiniment of two new members;
he appointment of o Group Compliance Officer;
he annual review of the Supervisory Board's profile;

ng lerm incentive arrangements, including the 2008
location of stock-options to MB members,
the shortterm incentive scheme for Management Board
members regarding their performance in 2007;
he Group’s International Mobility Progrom;
the implementation of the Group Compony Savings Plan
for 2008,

* the delegation of powers and responsibilities from the CEQ
to each Management Board member, with authority fo sub-
delegate,

® UR's governance practices compared to Afep-Medef's
recommendalions on executive officers’ remuneration lo,

¢ the adoption of AfepMedef's code of corporate governance
as the frame of reference for the Company;

¢ the Group's Compliance Program, including the Group’s
Code of Ethics and Insider Trading Rules;

* the amendment of the GNARC Charter and the Management
Board Charter.

The conclusion of the annual self-assessment of the GN&RC
was that the Committee’s functioning is satisfactory.

Remuneration

Yearly attendance fees for the Committee in 2008 remained
at €20,000 for the Chairman and € 10,000 for the other
members. An additional fee of €1,350 was paid to members
attending a meeting {or several related meetings) of the
Supervisory Board and/or Supervisory Board committees held
outside the members' country of residence.




II. REMUNERATION OF THE MANAGEMENT BOARD
MEMBERS™

Unibail Rodamco complies with all Afep-Medef's
recommendations on executive officers’ remuneration published
on October 6, 2008. The Management Board remuneralion
policy was developed by the Governance Nomination &
Remuneration Commitiee and approved by the Supervisory
Boord in 2007. The remuneration as fom Seplember 1, 2008
of the newly-appointed Management Board member in 2008,
M ulienafeniére, was approved by the Supervisory Board on
July 23, 2008 upon recommendation of the GN&RC.

The remuneration of all the Management Board members
consists of 4 compaonents: (i} Fixed Income (Fl), [i} Short Term
Incentive [STi), {iii} Long Term Incentive (LT} comprised of stock-
options subject to peformance conditions, and {iv} other benefits
{company pension plan, company car, insurance, efc.).

The remuneration pelicy for Management Board members does
not include any contractual severance package.

ll. CORPORATE GOVERNANCE

In accordance with arlicle . 22568 of the French Commercial
Code, UnibaitRodameo hereby states that it adheres to and
enforces the French AfepMedef corporate govemance code,
as published in consolidated form by Afep-Medef in December
2008 [“Code”)'? and adopts this as its reference for corporate
governance matters.

UnbailRodomco has analysed its proctices and procedures
against the Code. The Group complies with all the Code’s
principles.

In line with the Group’s commitment to the highest standards
of coiporate governance and ifs continuing aclivities in the
Netherlands, the Group is compliant with the vast majority of
the Duich Corporate Governance Code'?, even though the
Company is not legally required to comply with this Code.

All the shareholders have the right to attend shareholders’
meetings. The terms and condilions are defined in article
18 of the Aticles of Association'4.

Al the information provided under article L. 225-100 of the
French commercial code and which is likerly 1o have an effect
in the case of a takeover, such as specified in article L. 225-
100-3, is included in the annual report made available for
shareholders.

{11} For full derils, pleasc consull the Legal information sechon

{12} Avordabie on the MEDEF wobsie wiwy medel Ir

{13} As published by the frens Commitee w December 2008

{14 Avarable on the Company s website and of s regusiered offce

IV, INTERNAL CONTROL SYSTEM

The UnibaitRodameo Group is present in the commercial property
sector, more specifically in the development, management and
regular refurbishment of shopping centres and offices, and the
management and organisation of convention and exhibition
venues and associated services. Apart from general risk factors,
the Group’s business is subject lo common exposure and
systemic risks including, in particular, the cyclical nature of the
properly sector. The Group's strotegy and policies aim to limit
the negative effects of these risks. However, sudden changes
in the geopolitical, political, social, economic, financial,
monetary, reguktory, health and ecological environments could
have a negative impact on the Group, resulling in a decrease
in asset volues, an increase in certain costs, or to investment /
divestment operations being delayed or even abandoned.

“Controllable” risks are identified within a risk mapping
which focuses on key risks and assesses them on the basis of
probability and magnitude. This risk mopping was updated
twice in 2008 and was approved by the Management Board
on both occasions. In addition, it was discussed by the Group
Audit Committee in February and October 2008.

These “controllable” risks are managed Ihrough the Group's
internal control system. This system covers all activities of the
Group in all regions, exept those where UnibaitRodamco is not
directly involved in the management, notably Comexposium.
This system is based on a set of principles that aim to provide
reasonable ossurance that the following internal control
objectives are met:

* ransactions are executed effectively and optimised,

. m_‘ovoax assefs are protected,

L]

nancial information is reliable,

* all operations comply with prevailing legislation, regulations
and in-house rules.

The Group’s internal control system is in line with the general

principles of the Internal Control System reference framework

drafted by the AMF working group and is based on:

* siandardised procedures,

® the accountability of managers in charge of the business,
finance and control,

* a commitiee-based decisionmaking process for acquisitions,
disposals and refurbishment/construction projects,

* a segregation of duties between the execulive and contiol
functions.

UnibailRodameo is run by a Management Board, composed
of & members, which manages all of the Group's activities.
The Management Board holds regular fortnightly meetings
as well as ad hoc meefings whenever required. It acls as the
decision-making body for any issues that, due o their financial
significance or strategic and/or crossfunctional nature, require
the involvement of the Group’s senior management. Its main
focus areas are set out in the Management Board Charler,
which is available on the Group's web site.

The Group’s control envitonment comprises

* a Code of Ethics that forms part of the Group Compliance
Programme. The Code of Ethics covers the Group's core
volues and rules of conduct, with particular emphasis on
ethical behaviour, conflicts of interests, confidentiality of
information, and transactions involving the Group’s shares,
an organisation manual that describes the Group’s
organisational struclure, roles and responsabilities at both
corporate and regional levels,
job descriptions and an appraisal system bosed on
performance targets that cover the entire Group,
a set of delegation of autherity and responsibility rules and
limits that span all of the Group s aclivities,
procedures of o general and specific noture that are
applicable either at corporate level or in the different regions
where the Group is present,

* less formal instructions and recommendations that nevertheless
form an integral part of the internal controf system.

A description of the main risks monitored by this internal control
system follows.

1. Investment and Divestment Authorisation

Corporate business development or property acquisition
projects are always discussed by the relevant management
team. Any deal opportunily is presented lo the Chief Executive
Ofticer and the Chief investment Officer in order to determine
whether the transaction is worth pursuing and investigating. If
it is, a project manager is appointed.

A legal, financiol, technical and commercial review of these
lransactions s subsequenlly presented to an ad-hoc commitiee
comprising the Chief Executive Officer, the Chief Investment
Officer, the Chief Financial Officer, the Chief Development
Officer {tor property development and re-development), the
Chief Operating Officer {for retail operations) and the relevant
Regional Managing Director and regional investment teams. This
committee approves the value creation strategy, the assumptions
made and the offer price, subject to a more indepth audit {data
room} and to final approval in compliance with the Group’s
authonisation rules. Various financial models [e.g. discounted
cash Hlows, peer comparisons) have been developed and
provide the basis for this committee’s assessment.

During the annual budget review with each region, a disposal
schedule is drown up for mature properties. These Iransactions
are then prepared and analysed by the committee referred to
above, which verifies the assumptions on which the disposal
conditions are based.

The UnibailRodamco Group has centralised the documentation
and management of legal matters relating to all of its property
assets in France. This centralised organisation makes it easier to
prepare data rooms when properties ore being sold and helps
improve the liquidity of these assets. As announced in 2007,
this system’s implementation for organising legal documentation
was launched in major regions duning 2008.

UnibaitRodameo's property assets are valued iwice a year by
external experts. This enables the Group to assess their market value
and verify and validate the inlemal assumptions that are used to
determine the selling price or renial value Luﬁ different properties.

Most of the teams involved in reviewing and managing these
transactions have experience in mergers and acquisitions that
was acquired at investment banks, law firms or other inslitutions
specialising in such areas of functional expertise. The Group
calls upon external experts, such as lawyers, tax specialists,
auditors and consultants, whenever necessary.

In accordance with the Group's authorisation rules, any
transaction exceeding €100 million is subject to final approval
from the Management Board, as is any transaction below
€25 million that falls cutside the Group's existing strategy and/
or are in countries oulside the Euiopean Union member states.
A jons, dispasals of investments exceeding €300 million,
and tansactions exceeding €25 million that fall outside the
Group's existing sirategy and/or are 1n countries outside the
European Union member slates, must also obtain prior approval
from the Supervisory Board

2. Risks Associated with the Management of Construction
and Refurbishment Projects

Unibail-Rodamco, except in exceptional cases, selects
large, reputable contractors to work on its construction and
refurbishment projects by issuing invitalions fo tender based
on a set of clear specificotions. The final choice of contractors
is made once a comparative analysis of the written offers has
been carried out. Any discrepancies in relation fo the original
budget must be explained and justified.

In addition, UnibailRodamco employs construction experts

within its own organisation. They oct as project managers and

are responsible for ensuring that:

* the properties built by the Group's coniractors comply with
the design specifications,

* construction and renovation costs are kept under control and
remain n line with inltial budgets,

* buildings comply with the Group’s Environmenltal Quality
Charter and any regulations applicable to owners.

The progress of the works, the budget and intemal rate of return
of each project is reviewed on a quarterly basis at Group level
by the Control Depariment and by the Management Board.

To manage environmentol risks, the Group has created an
International Environmental Performance Committee and Regional
Environmental Performance Commitiees, which work to shape a
common environmental performance policy and monitor the way
it is embedded in operating practices. The Group entered into the
Dow jones wﬁﬁ.:.wmﬂ Index in 2008.




Asset protection risks

UnibailRodameo is covered by a Group insurance program
that is underwritien by reputable leading insurance companies
This progrom is monitored by the Group Insurance Department
in liaison with local teams and insurance brokers.

the Group's properly assels are insured

ion value, which is regularly assessed

by external property insurance valuers. Only the convention-

hibition venues at Villepinte ond le Bourget are covered

with a limit of indemnity. All property assets are insured for

business interruptions and loss of rents, and the Group has

also taken out general lial insurance that covers financial

damages incurred by parties. With regard to terrorism,

UnibaitRodameo's assets remain fully covered up to their insured
amounts or within fimits of indemnity.

Construction projects and renovation works on properties are
covered by Conlractor’s Al Risks policies. Defects affecting the
works are covered by Decennal insurance or by Contiactors
liabililies policies for works out of France.

To complement this insurance coverage, Unibail-Rodamco
regularly arranges inspections of technicol facilities that could
have an impact on the environment and/or personal safety,
such as firetighting equipment, ventilation and air conditioning
systems, electric installations and elevators.

To miligate health and safety risks, the Group has issued o health
and salely manual which is used for afl of the properties that are
managed by the Group in France. This manual was extended
1o exRodamco assels in France during 2008. The manual
provides a single and comprehensive source of information on
the management of sanitary/environmental risks such as water,
air, lead, oshestos and legionnaire’s disease.

In other regions, such risks are managed in compliance with
local legal regulations under the responsibility of each Regional
Managing Director. In 2008, a risk mapping of health and
safety obligations {asbestos, Legionnaire’s disease, regulatory
technical contiol tests, etc.) was launched in the main European
countries where the Group is present [Spain, Sweden, the
Netherlands and Austria). This risk mapping was designed lo
lay the groundwork for a common policy on health and safety
tisk management which will be implemented for all of the
Group's main assets in 2009.

3. Risks Associated with Property Leasing and Ancillory
Services

The marketing of assets is handled by dedicated teams with, in
the case of the Office Division, additional support from leading
external brokers. Targets [e.g. prices, deadlines and prospective
tenants] are defined within each region in collaboration with
a team at Group level and are presenled to the Management
Board for approval. Leases that are particularly imponiant in
terms of value or special terms and conditions [e.g. price, term,
security) must be approved in advance at Management Board
level by the Chief Operating Officer {for shopping centres) or
by the Chief Executive Officer {for offices).

The large number of tenants in the Group’s shopping centre
portfolio spreads, and thus minimises, the insolvency risk.

The Group's main tenants in its office portfolio are bluechip
componies.

When tenants sign their leasing agreements, they are required
to provide financial guarantees, such as o deposil, firstdemand
guaroniee or surety bond amounting to between two and
six months’ rent, except in a few cases as a result of past
negotiations.

The amounts due under the leasing ogreements are invoiced by
the Group’s property management companies. A centralised
procedures manual describes how invoicing and the recovery
of rents and service charges are organised and monitored.

Payments for ancillary services provided by the Convention-
Exhibition division ore generally received in advance, thereby
reducing the risk of unpaid debis.

Late payment reminders are systemalically issued in respect of
late payments and are monitored by local teams in each region.
These teams decide on the prelitigation or actual litigation
action fo be iaken.

3.1. Financial risks

Sensi lo interest rates, currency movements, liquidity and
counterparly risks is monitored by the Group Treosury Department
in line with the policy defined by the Group Asset & Liability
Management Commitiee (AUM). This cc has 6 members,
including 3 members of the Management Board {the Chief
Executive Officer, the Chief Financial Officer and the Chief
Resources Officer).

The groundwork for this commitiee 15 prepared by the Group
Treasury Depariment, which regularly provides each member with a
comprehensive report on the Group’s interest rate position, liquidity

ojections, bank covenants position, outstanding confirmed credit
ines, proposed {reffinancing or hedging operations (if applicable),
the details of any (relfinancing operations of transactions hedging
operations, share buybacks, efc.) completed since the last AIM
Commitiee meeling, and o report on counterparly risks. Currency
exposure is also reviewed on on ad hoc basis.

The ALM Committee met 5 times in 2008. Throughout the
year, the members of this committee receive regular updates
on significant changes in the financial environment, especially
changes in interest rates, financing conditions, share prices or
trade operations.

The Group's market trading guidelines for hedging operations
and transactions involving UnibailRodamco shares and its
transaclion control guidelines are formally set out in wo
procedures. This ensures the segregation ON\ duties between
execution and confro! funclions.

To reduce the risk of froud and embezzlement, the Group has
implemented a secure payments procedure and has formalised
the rules for opening, changing and closing bank accounts.

UnibailRodamco must comply with fiscal obligations resulting
from the various REITregimes it qualifies for. These requirements
are followed on o quarterly basis by dedicated specialists within
the Finance Depariment

3.2. Legal risks

legal risks are monitored by the Group Legal Department, which
ensures that UnibailRodomco complies with the regulations that
govem its operations. This depariment also protects the Group's
legal interests in contractual agreements. As well os drawing
up standard coniracts, it employs lawyers who are specialists
in local legal regulations and, whenever necessary, enlists
the support of external lowyers and experts, The Group Legal
Department reports to the Chiet Resources Officer

In alf regions, the Group legal Department has implemented
systematic information procedures to ensure senior management at
Group and regional levels is informed immedialely of any new risks
or of any events likely lo alier the assessment of an existing nisk.

In addition, every J:Q:m__ all local legal departments provide
a

the Group General Counsel with formal progress reports on
the Group’s main outstanding disputes.

It should further be noted that there 15 a centralised procedure for
registered mail that is received a! the Group s French registered
om%nm. Every day, a copy of the fitst page of these letters is
automatically sent to the Chief Executive Officer, the Chief
Resources Officer, the General Counsel and the Group Director
of Internal Audit. An equivalent procedure was implemented in
all of the regions in 2008

3.3. Information fechnology risks

A temporary breakdown of UnibailRodamco's information
systems is, although potentially troublesome, not considered as
a highly critical risk for the Group’s business operations.

UnibailRodameo's IT risk management approach is based
mainly on the regular and formalised backup of data and on
their storage ommu:m. Both UnibaitRodamco and Redamco
Europe have signed computer services confracts which aim
to ensure that critical operations can be resumed within a
reasonable fime frome in the event of o maijor incident.

The Group has outsourced its SAP applications platform 1o
a specialised company under a contract which includes an
incident recovery plan. SAP is used in Spain, the Netherlands
and Northern Europe. Due to organisational changes, some

procedures are due to be updated in 2009.

3.4. Risks associated with the production of financial and
accounting data

Accounting systems can be a source of financial risks, ﬂoan:wuq_«\
in the context of end-ofperiod accounting, consolidation of
accounts, and accounting for oftbalance sheet obligations.

Accounling processes are handled by local and corporate
teams using multiple information systems. Both UnibaitRodamco
and Rodamco Europe use manuals of accounting procedures
and instructions that describe the segregation of duties between
the accounting execution and the control,

UnibaiRodameo maintoins an analytical accounting system for
each property, event and exhibifion which enables it to monitor
the realisation of its budgets closely.

A common process and reporting template, the Quarterly Flash
Report, was implemented early in 2008. This report consists
of a set of quarterly {or halfyearly) data concerning valuations,
pipeline projects and operational Key Performance Indicators
{KPls), as well os financial data such as compansons between
actuals and budget, actuals year on year, and full year forecasts
{GRI, NRI, administrative expenses, eic.}. Reports are checked
ot segional level before being submitted to the Group Control
and Consolidation departments.

Regional quarterly reports ore double-checked and challenged
by the Group Control Department, which analyses the KPis as
well as any discrepancies between the budget and end-of-
penod actuals or forecasts. Group Control establishes a Group
Quarierly Flash Report which consolidates all Group KPis.

The QFR are presented to the Management Board by the
country management feams of each region




Censaldation on e scape of the Group is centralised and
camed out by a dedicated teom 1 the Group Consclidation

| statements are producad
on the full scope of the Group os wall as for Radamco Eviope
subgroup. When consolidating the accounts the following

* accourting totals for each individual company are reconc
s calculaied by the consclidation system,
stments to consohdated figuies are analysed and
inec in a repor
® varianen anclyses related to budgels and tarecasts ora
checkad and reconcilad with Quaterly Flash Reports

Tha rles for oftbalance sheet commitmants have been lawd
down i spacine proceduies oider to ensure that each
commitiment 1s centally logged by the legal Department They
are then recorded by the Accounting Depariment before being

to the arennon of the Managemant Beard end the

The Group’s inancial and aezounting wrtormation 15 verified by

the Statutery Auditors bhelors being presented and explained

1o the Management Board, Group Audit Committee ang,
mately, to the Suparvisory Beard

The appraisal of the intenal contiol system 1s camed out by

G ternal Audit Deparment composed of & persons,

reguior assignments on all of the Groups

businass units i line with the annual audi plan approved by
the Management Board ond the Group Avdit Commitiee.

Occasionally, the Chiet Exacutive Officar or {the Chanmaen
of} the Avdit Commitee may ask the Group internal Audit
Department te carry out ereoff “flash” assignments e provide
a rapid respense 15 urgent issues andy or the treaime

risks or prablems. Final audit reporis are addressed 1o the
Management Board and teo each depanment which has been
molved 1 the audt A summary of audit assignements s sent
1o the Group Audt Committes on a auarterly basss.,

Unipail Rodamee’s Interna! Audit Charter sets out the
different sussions of the aud.! tuncten To ensure it remains
genuinely independent, the department repors

the Chiet Executne Otficar and fc the

Com

Information on infernal control procedures relating
to the preparation and processing of accounting
and financial information

Other information




