18

Chairman’s report

on corporate governance and internal control

References

The Group’s corporate governance and internal control
practices and procedures are based on the general principles
of internal control defined by the French securities regulator
(Autorite des Marchés Financiers) in its February 25, 2008
document entitled “Cadre de référence du contréle interne:
Guide de mise en ceuvre pour les valeurs moyennes et
petites”, which provides internal control reference guidelines
for small- and mid-cap companies.

Board of Directors

MEMBERS

The membership of the Board of Directors is presented in the
“Corporate Governance” section of the Annual Report.

ORGANIZATION OF THE WORK
OF THE BOARD OF DIRECTORS

The Board of Directors, comprising the Chairman and four
directors, meets four times a year: twice to examine the
interim and annual financial statements, once to review
Group strategy in relation to the budget and the business
plan, and once after the Annual General Meeting to
implement the decisions voted by shareholders. At each
meeting, the Directors also discuss the Group’s business
performance, major projects and the matters submitted
to the Board for a decision. The work of the Board is
supported by that of the Finance Committee, which meets
once a month.

The compensation paid to the Chairman and Chief Executive
Officer by Group companies is set by the Board of Directors.
His incentive bonus is tied to Group results and represents a
percentage of his base salary. In light of 2009 results, no
bonus will be paid to him in 2010.

Audit Committee

In application of article L. 823-19 of the French Commercial
Code, an Audit Committee was set up on December 3, 2009
to help the Board fulfill its responsibilities in approving the
annual consolidated financial statements. Made up of three
Directors, the Committee will focus on two main missions:
i) examining issues related to the preparation and control of
accounting and financial information, and ii) monitoring the
effectiveness of internal control systems.

Internal control

DEFINITION

Internal control is a system that a company defines and
implements under its own responsibility to provide reasonable
assurance concerning:

— Compliance with laws and regulations.

— Implementation of the instructions and guidelines set by
senior management or the Board of Directors.

— Efficient operation of the company’s internal processes,
particularly those contributing to the protection of its assets.
— Reliability of financial reporting.

More generally, it contributes to the control of the company’s
business, the effectiveness of its operations and the efficient
use of its resources.

By helping to anticipate and control risks that could prevent
the company from meeting its objectives, internal control
plays a key role in managing and overseeing its various busi-
ness operations.

COMPONENTS OF THE INTERNAL
CONTROL SYSTEM

An efficient organization

The Group is organized around a lean holding company
structure, core businesses each with their own small holding
company team, and a large number of operating subsidiaries.
Empowering the operating companies is a fundamental
principle at Chargeurs and one that is made possible by
efficient information systems that provide the holding
company with high quality financial information, detailed
information to understand its businesses and how they
generate earnings and cash, and the means to swiftly identify
risks. In recent years, the rollout of the “Dolly” model has
placed risk identification and management at center stage.
The Dolly model is based on obtaining accurate information
about risks so that they can be actively managed. For the
Dolly financial structures to operate effectively, it is essential
to analyze and eliminate a large number of risks. The trans-
actions, put together with risk management professionals
such as insurers, banks and investors, automatically bring
with them the controls that are a standard feature of
securitizations.

Chargeurs is engaged in several very different businesses
and has operations around the world. To take into account
this diversity and the specificities of the Dolly model, we have
implemented organizational measures designed to manage
the risks that are likely to have a material adverse effect on
our earnings, assets and commitments. The cornerstones of
the system are:



— Empowerment and accountability: the Chairmen and
Managing Directors of the subsidiaries have full responsibility
for managing their units.

— Short lines of communication.

— Regular reporting on strategic issues.

— Group insurance programs covering all insurable risks.

— An Insurance Risk Management Committee, with the
participation of the Risk Managers of the core businesses.

— Groupwide intranet access to operational procedures
and rules.

A system to map and analyze the main identifiable risks

Every month, the Executive Committee pinpoints mission-
critical issues and designates the closest, most capable for
each one, regardless of his/her position relative to other
managers. A specific reporting system is in place so that
I am informed directly, at regular intervals, of the status of
these managers’ work. The quality of their status reports is
one of the areas covered during their annual performance
review.

The issues dealt with generally concern events that could
have a material adverse effect on our financial results and our
Group’s various risk exposures.

An outside consulting firm, specialized in economic forecast-
ing, is used to help evaluate macroeconomic risks specific to
each of our host countries. The consultants periodically
present their findings to the Executive Committee and model
certain specific risks when requested by one of our
businesses.

From time to time, Chargeurs retains the services of special-
ized firms to either perform key analyses or temporarily sup-
port its operational teams when critical projects are being
implemented.

This organization places the Executive Committee at the
center of the risk management process.

An information system focused on accountability

Chargeurs’ information system is based on the monthly
income statements and key balance sheet indicators
reported by each of our 73 consolidated companies.
Reflecting our deep-rooted culture of producing high quality
financial information, back in 1980, we were one of the first
companies in France to set up a monthly management
reporting system based on the same accounting standards
used to produce the statutory consolidated financial
statements. Over the years, this process has been improved
and, since 2000, management and statutory reporting data
are managed by the same information system. With the
generation of the consolidated accounts now simply the last
phase in the process, this ensures constant control over the
production of financial information.

In 2008 and 2009, a review was undertaken with a view to
selecting a new software application to replace the one in
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use. The new program has now been configured and will be
installed in 2010.

Each subsidiary’s Managing Director and Finance Director
send me comments on their monthly results, presented in a
standard format.

The results of each business are reviewed every month at a
meeting with the business’ Managing Director, which | lead.
Annual earnings forecasts are immediately updated to reflect
the impact of any significant new developments.

Control procedures sized to address the challenges
of each process

Accounting and financial risks

Since 2003, the main management processes have been
analyzed in order to document and map financial statement
risks, the related potential financial impact and the internal
controls in place to contain them.

As part of this exercise, each core business has identified the
three or four most sensitive processes and reviewed the
highest risk transactions within each one. The procedures in
place to manage and control these transactions have also
been identified.

These analyses serve to prioritize future measures, repre-
senting the starting point for the Group’s drive to strengthen
control over its processes.

Operational risks

The measures launched in 2008 to preserve the value of
Chargeurs’ assets were continued in 2009, focusing primarily
on aligning production capacity with the new market condi-
tions in order to rapidly return all of the businesses to operat-
ing profit.

Constant oversight of internal control procedures

Supervising internal control

The subsidiaries’ Finance Directors are responsible for con-
trolling the accounting and reporting processes. Second-tier
controls are performed by the Finance Directors of the core
businesses as part of their oversight role with regard to the
subsidiaries.

Internal audit

Chargeurs does not have integrated internal audit teams and
therefore generally relies on local specialized firms in each
region.

During 2009, Chargeurs updated its administration and
finance manual for application in 2010.

External audit

Two audit firms share the task of auditing our consolidated
financial statements. All of the local Auditors’ observations
arising from their audits of our subsidiaries’ accounts are
reported to the subsidiaries’ senior management. The Group
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Auditors produce a summary of these observations, which is
presented to me during twice-yearly meetings.

The Group Finance Department is responsible for ensuring
that the Auditors’ recommendations involving organizational
changes or changes to procedures are implemented without
delay.

The representation letters issued by the subsidiaries’
Managing Directors to the Auditors are centralized by
Chargeurs, to emphasize each Managing Director’s account-
ability for information related to his or her subsidiary included
in the Group financial statements.

The internal control situation at the end of 2009

| believe that internal control procedures related to the
processing and preparation of accounting and financial infor-
mation at the end of 2009 were appropriate considering the
Group’s characteristics. As these characteristics make in-
depth testing of our processes very costly, few such tests are
currently performed. Further investments will be committed
in coming years in this area.

The 2010 action plan is based on the following strategic
priorities:

— Rollout of the new reporting and consolidation software,
supported by training for all of the Group’s financial
controllers.

— Distribution and implementation of the new administration
and finance manual.

— Systematic update of the risk map.

Shareholder participation in General
Meetings

Article 19 of Chargeurs’ bylaws, relative to attendance and
representation at General Meetings, provides that:

— Shareholders may give proxy to their spouse or another
shareholder in accordance with the applicable laws and
regulations.

— Minors and incapacitated persons may be represented by
their legal guardian or conservator, and companies and other
legal entities may be represented by a person with power of
attorney or other authority, in accordance with the applicable
laws and regulations. Spouses, guardians, conservators and
other representatives are not required to be shareholders of
Chargeurs.

— Only shareholders whose shares are registered or recorded
in a securities account on the basis prescribed by law are
entitled to participate in General Meetings.

— The Board may decide to issue admission cards to eligible
persons in their name and for their use only.

— Shareholders can vote by filling out and returning to the
Company a postal voting form or proxy form, in accordance
with the applicable regulations.

— Prior to each Meeting, the Board may decide that share-
holders who take part in the Meeting via videoconference or
any other telecommunication means that allows them to be
identified and whose nature and conditions of use are deter-
mined by a decree of the Conseil d’Etat are deemed present
and included for quorum and majority purposes.

Items likely to have an impact in the
event of a public tender offer

None of the items mentioned in article L. 225-100-3 of the
French Commercial Code is likely to have an impact in the
event of a public tender offer, except for the following:

— The Company’s capital structure, as described in the
Report of the Board of Directors presented at the Annual
General Meeting and published on Chargeurs’ website.

— Direct or indirect investments in the Company’s shares of
which Chargeurs is notified pursuant to articles L. 233-7 and
L. 233-12 of the French Commercial Code, and which are
discussed in the Report of the Board of Directors presented
at the Annual General Meeting and published on Chargeurs’
website.

— The rules governing the election or replacement of Board
members and changes to the Company’s bylaws, referred to
in articles 9, 10 and 22 of the bylaws.

— The powers of the members of the Board of Directors,
defined in article 14 of the bylaws.

_—

Eduardo Malone,
Chairman and Chief Executive Officer
March 2010



