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A – Business activity and earnings 
by segment for the year ended 
December 31, 2005

I – Shopping center segment

1 – Economic environment

Economic environment remains uncertain

Consumption firmed up in the fourth quarter of 2005,

particularly in the month of December, leading to an

upward revision in GDP growth for the Euro Area (+1.4%,

versus +1.2% previously, according to the OECD).

This was the case in France (+1.6%), Spain (+3.4%), the Czech

Republic and Slovakia (+4.8% and +5.3%, respectively), Hungary

(+4.2%), Poland (+3.2%) and, to a lesser degree, Portugal (+0.8%)

and Italy (+0.2%). Although the GDP forecast was revised

downward for Greece, it remained very satisfactory (+3.5%).

The growth outlook for the Euro Area is expected to improve

across the board, particularly in France and Italy.

Revenue growth

Year-over-year through November 2005, revenues from all of

Klépierre’s shopping malls rose by 2.3% versus the same period

in 2004, although trends were mixed from one country to 

the next. All retail segments showed growth, with the exception

of Household Goods (-3.2%). Beauty/Health (+4%) and

Personal Products (+4%) reported the highest sales growth.

France

December sales were up by 5.3%, boosting the annual rise 

in shopping center revenues to 2.6%. Shopping centers located

in downtown areas reported a 3.5% increase in revenues for

2005, while regional and intercommunal centers posted growth

of 2.6% and 2.1%, respectively.

Analyzed by retail sector, annual revenue growth was as follows:

Beauty/Health (+4.4%), Personal Products (+3.6%), Culture/

Entertainment (+3.2%), Restaurants (+2.1%) and Household

Goods (-4.1%).

Italy

In a sluggish economic environment, revenue growth was 

1.3% year-over-year through November 2005. Growth was

reported in Personal Products (+6%), Beauty/Health (+3.5%)

and Restaurants (+3.5%). Revenues were stable for the Culture/

Entertainment sector, but contracted for Household Goods (-3.7%).

Intercommunal shopping centers, which predominate in 

the Italian portfolio, reported 2.5% revenue growth in 2005.

Spain

Shopping center revenues were up sharply (+8.9%) year 

over year through November 2005, driven mainly by 

the performance of the Meridiano mall in Tenerife (+19%).

Shopping malls adjacent to hypermarkets posted more

moderate growth (+1.1%).

Overall, with the exception of Slovakia, Spain outperformed 

all other countries in Klépierre’s portfolio (+4.8%).

3

M
A

N
A

G
E
M

E
N

T
 R

E
P

O
R
T

Executive Board’s 
management report“ ”Supervisory Board meeting held on February 8, 2006 
to review the Compagny’s business in 2005

Fi
n
an

ci
al

 r
ep

o
rt

M
an

ag
em

en
t 

re
p

o
rt



France 53.6%
Spain 14.4%
Greece 1.5%
Italy 14.5%
Hungary 7.4%
Poland 2.0%
Portugal 3.0%
Belgium 0.8%
Slovakia 0.4%
Czech Republic 2.4%

France

2005 rents totaled 209.3 million euros (including €7.3 million

in additional variable rent), an increase of 10.3%.

The 6.2% rise on a constant portfolio basis primarily reflects:

• 218 changes in tenant mix, 217 lease renewals (+22.6% 

and +20.2%, respectively, compared with previous conditions)

and 36 premises leased up for a total of 2.2 million euros.

• The impact of index-linked adjustments: +4.7%. It is worth

noting that the ICC index for the second quarter of 2004,

which impacts 77% of the portfolio’s guaranteed rents,

increased by 5.40%. For most of the remaining leases 

(21% of the portfolio), the applicable index is that for the 

first quarter of 2005 (+3.67%).

It should also be noted that the additional variable rent

payable, calculated on the basis of retail revenues, did not 

show significant change between 2004 and 2005.

On a constant portfolio basis, most of the increase in lease

income (€19.5 million) is attributable to the following

acquisitions:

• the Blagnac and Saint-Orens shopping malls located 

in the Greater Toulouse Area, in the fourth quarter of 2004;

• 26 outdoor mid-sized units, mainly located on the edges 

of Klépierre shopping centers, and mainly acquired in

December 2004;

• the Rennes Colombia mall in November of 2005.

It is also due to the rollout of extensions and restructuring

projects conducted by the Group (including the movie theatres

located in the Créteil Soleil mall, the restructuring of Villiers-

en-Bière and the extension of Melun-Boissénart), for a

contribution of 2.3 million euros in 2005.

Uncollected past due rents accounted for 0.4% of total

invoicing, compared with 0.5% one year earlier, and the

financial occupancy rate was unchanged versus December 31,

2004 at 99.2%.

The cost occupancy ratio (rents + utilities/revenues excluding

taxes) was 8.8%, versus 8.6% for the year ended December 31,

2004. This is a reasonable level, suggesting that there is

further room for improvement in rental income when leases

come up for renewal or a change of tenant occurs.

The concentration of rents remains low, attenuating the rental

risk on the portfolio of holdings. Auchan is the largest retail

tenant, representing 3.7%, followed by Fnac (3.3%), 

Go Sport (2.5%), Etam (2.5%), Zara (2.1%), Camaieu (2.1%),

LVMH (1.9%), Vivarte (1.7%), Eram (1.5%) and Grandvision (1.4%).

Portugal

Through the first eleven months of 2005, the Parque Nascente

shopping center experienced a decline in revenues (-4.9%),

directly attributable to the opening of a rival mall in the

immediate vicinity. The Lourès mall was better able to withstand

the competition (+1.5%).

For the most recent acquisitions, Telheiras (which is undergoing

a change in retail mix) and Villa Nova de Gaia, revenue growth

was mixed (-6% and +11%, respectively).

Overall, revenues from Portuguese shopping malls declined 

by 1.8% in 2005.

Czech Republic and Slovakia

For the 12-month period through November 2005, Novy

Smichov reported only a slight increase in revenues (+1.9%)

that reflected the slowdown in Personal Product sales (-1%).

This sector accounts for 30% of the mall’s total revenues.

Danubia posted strong growth (+8.2%), with Beauty/Health

and Household Goods sales up significantly.

Greece

Revenues from the Greek shopping malls were down in 2005 

(-5.2%), reflecting declining sales in Beauty/Health (-26.1%)

and Culture/Entertainment/Recreation (-4.9%). 

Sales continued to increase in other sectors.

2 – Rental business
Rents from Klépierre’s shopping center properties reached

390.6 million euros in 2005, a 17.6% increase over the previous

year. On a constant portfolio basis, the increase was 5.6%. 

The percentage of Klépierre’s rents generated outside France

now stands at 46.4%, compared with 42.9% one year earlier.

Notable contributors include Italy (14.5%), Spain (14.4%) 

and Hungary (7.4%).
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Spain

Lease income totaled 56.1 million euros in 2005, up by 10%

on a current portfolio basis.

The 5.8% increase on a constant portfolio basis primarily reflects:

• 78 re-lettings, 133 lease renewals (+10.8% and +8.3%,

respectively, compared with previous conditions), and 24 premises

leased up for 514 000 euros;

• The impact of index-linked adjustments: +3%.

Additional variable rent increased substantially in 2005 (+74.6%),

although the total amount (€0.6 million) still represents only

1.1% of all lease income.

The increase in rents on a current portfolio basis is attributable

mainly to the acquisition in 2004 of two shopping malls,

Santander El Alisal and Los Angeles (Madrid).

The default rate was stable in 2005 at 1%, and the financial

occupancy rate was 98.1%, versus 96.7% at year-end 2004.

The cost occupancy ratio for 2005 was 12.2%.

The top ten retail anchors accounted for less than 30% of

minimum guaranteed rents. The Inditex group is the top tenant

(5.8%), followed by Zena (5.5%), Yelmo Cineplex (2.8%),

Belros (2.6%), Mac Donald’s (2.6%), Opticas Afflelou (2.3%),

Cortefiel (2.3%), Décimas (2.2%), Mister Minit (1.7%) and 

Aki (1.5%).

Italy

For the entire portfolio of Italian shopping center holdings,

invoiced rents totaled 56.7 million euros in 2005, an increase

of 16.8%.

The constant portfolio increase of 4.3% primarily reflects:

• 77 re-lettings, 60 lease renewals (+14.1% and +29.1%

versus the previous conditions, respectively) and 11 premises

leased up for 416 000 euros;

• the impact of index-linked rent adjustments: +1.3%.

The decline in additional variable rents, which came to 1.6 million

euros, is mostly linked to the increase in minimum guaranteed

rents enacted when leases were renewed.

Growth in lease income on a current portfolio basis (+16.8%)

is mostly attributable to the acquisition:

• in the fourth quarter of 2004 of the Serravalle shopping mall

(Piedmont);

• in 2005, the Tor Vergata (Rome), Lecce (Pouilles) and Assago

(Milan) malls and the extension of the Montebello mall (25 units).

The tenant default rate improved in 2005, falling to 1.6%

versus 2.6% a year earlier, and the financial occupancy 

was 98%.

The cost occupancy ratio was 9.1% in 2005, a reasonable level

that bodes well for the pursuit of improvement in rental income

when leases come up for renewal or are contracted with new

tenants.

The top ten retail anchors currently account for less than 30%

of minimum guaranteed rents. The Media World group

represents 5.6%, followed by the Longoni group (3.8%),

Inditex (3.3%), Benetton (2.8%), Risto (2.8%), Gruppo Coin

(2.7%), Miroglio (2.3%), Autogrill (2%), Scarpe Scarpe (1.9%)

and Profumerie Douglas (1.7%).

Hungary

Rents for 2005 amounted to 28.8 million euros, including 

341 000 euros in variable rents.

A number of rental changes occurred in the course of 2005,

summarized below:

• 174 re-lettings, 189 leases renewed (+7.9% compared 

with the previous conditions), and 61 premises leased up 

for 613 000 euros;

• the impact of index-linked rent adjustments was 1.9%.

The tenant default rate improved considerably, falling to 4.3%

(versus 7.4% at the December 31, 2004 reporting date), 

while the financial occupancy rate was 96%.

Rental concentration is reasonable: Match (8.9%), followed 

by Fotex (4%), IT Magyar Cinema (3.9%), Mercur (3.1%), 

Pecsi Direkt (2.5%), Fun Szorakoztato (2.3%), Jeans Club (2.2%),

Intercom (2.2%), Coin Works (2%) and Humanic (2%).

Portugal

Lease income was 12 million euros (of which 857 000 euros 

of variable rent), a decline of 0.2%.

This adverse trend was mainly the result of difficulties encountered

by the Lourès and Parque Nascente shopping malls in the face

of competition from new shopping centers in the vicinity that

began operations in 2005.

The impact of index-linked rent adjustments (+2%), combined

with the impact of 7 re-lettings, 11 lease renewals (+2.6% and

+5.6%, respectively, compared with the previous conditions)

and the lease-up of one property for 59 000 euros, was not

enough to fully offset the re-lettings under better price terms

for tenants for the Lourès mall and, to a lesser extent, the Parque

Nascente mall (-17.8% and -1.2%, respectively, compared 

with the conditions offered to the former tenants). In addition,

retail revenues fell in a sluggish economic environment, leading

to a decline in additional variable rent.

At the December 31, 2005 reporting date, the tenant default
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Poland

The 4 Polish shopping centers acquired in late July of 2005

contributed 7.7 million euros in rents last year.

According to early indicators, for the entire portfolio of

holdings the tenant default rate is 11.2% and the financial

occupancy rate is 96.1%.

Outlook for 2006

For all of the Group’s properties in Europe, leases that are

scheduled to come up for renewal between now and the end 

of 2006 represent 9.6% of contractually guaranteed rents. 

The percentage varies from one country to the next, with a number

of leases in Spain expiring in 2006 (17.5% of contractually

guaranteed rents), as well as in Hungary (13.7%), the Czech

Republic (13.9%) and Poland (16%). In France and Italy, 

fewer leases will reach their term, representing 7.8% and 8.5%

of all leases in value terms, respectively.

On the basis of these percentages, the rental reversionary

potential is significant in light of an average upside objective 

for minimum guaranteed rents of 15%.

In France, renewal-related initiatives, combined with restructuring

and/or extension projects, constitute the most promising

source of reversion. In fact, the impact of index-linked rent

adjustments on leases with minimum guarantee clauses is

expected to be moderate, since the Insee Construction Index

for the second quarter of 2005, which concerns 77% of 

the leases in this portfolio is only 0.7% (instead of 5.4% 

for fiscal year 2005).
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rate was 6.9%. The financial occupancy rate for the year 

was 98.6%.

The cost occupancy ratio was 11.7%.

Czech Republic - Slovakia

Lease income came to 10.9 million euros (including 469 000 euros

in additional variable rent), a 4.1% increase (+3.2% for the

Czech Republic and +10.2% for Slovakia).

This increase primarily reflects:

• 14 re-lettings (9 in the Czech Republic (+27.2%) and 

5 in Slovakia (+25.7%), 2 lease renewals in Slovakia (+9%),

and 4 premises leased up for 207 000 euros.

• The impact of index-linked rent adjustments: +2% in 

the Czech Republic and +2.4% in Slovakia.

In the Czech Republic and Slovakia, the financial occupancy rates

were 99.3% and 96.6%, respectively, while the tenant default

rate was 2.4% and 15.8%, respectively. The latter figure, which

is unusually high, was partly due to a nationwide retail anchor

experiencing difficulties. A change in tenant is already being

explored, and the target in 2006 is to return below 10%.

The cost occupancy ratio was 9.1% in the Czech Republic 

and 11.6% in Slovakia.

Greece

Lease income totaled 5.7 million euros in 2005, an increase 

of 4.2% that primarily resulted from:

• 13 re-lettings to new tenants (+6% versus the previous

conditions);

• the impact of index-linked rent adjustments: +3.1%.

The financial occupancy rate was 100% and the tenant default

rate was 1.6% for the year.

The cost occupancy ratio was 11.3%.

Belgium

Rents came in at 3.4 million euros. L’esplanade shopping center

in Louvain-la-Neuve was inaugurated on October 5, 2005 and

added 2.3 million euros to the year’s lease income. Prior to this

opening date, only the Cineplex was operating.

The occupancy rate for the year ended December 31, 2005

was 90.8%, as lease-ups were being completed for the center.

The occupancy target for year-end 2006 is 95.6%.

Financial report Management report



3 – Analysis of earnings for the segment

Lease income from shopping centers rose by 18.8% in 2005, 

to 396.1 million euros. The increase in net operating expenses

primarily reflects higher building expenses due to growth 

in holdings (Hungary + €2.6 M, Poland +€1.8 M), but also 

a change in the way the development fees paid by real estate

companies to Ségécé are accounted for (+ €5.6 M), which,

after neutralizing internal margins, are offset by an increase of

the same amount in management fees. Net lease income was

360.0 million euros, up 15.6%.

Management and administrative revenues (fees) increased 

by 37.7%, i.e. 12.6 million euros. In addition to the explanation

provided in the preceding paragraph, the increase reflects, 

up to 3.1 million euros, Ségécé’s acquisition of full ownership

(versus 50% previously) in Centros Shopping Gestion at year-

end 2004 and in PCM Hungary in July 2005. After neutralizing

the impact of these changes in scope and accounting, the

increase in fees was 11.1%. Payroll expense rose by 21.8%,

reflecting the integration of personnel from the Hungarian and

Polish management firms and the hiring of new staff by Ségécé

in the areas of shopping center development and management.

In one year, the workforce increased from 656 to 825 employees.

EBITDA totaled 348.7 million euros, an increase of 18.7%.

Depreciation and amortization of investment property rose 

by 17.5 million euros, reflecting growth in the portfolio: 

the 12 Hungarian centers (€10.6 M), the Polish malls (€3.2 M)

and the two malls in the Greater Toulouse Area (€1.0 M).

Results from operations totaled 235.4 million euros, up 15.9%.

Proceeds from the sale of investments totaled 2.6 million euros,

reflecting the disposal of an equity interest in SCOO, the

company that owns the Noisy, Toulouse Blagnac and Saint-Orens

shopping centers.

The shopping center segment provided earnings in 2005 of

238.7 million euros, an increase of 17.4% over the previous year.

4 – Development

Shopping center investment market

In every segment of the retail business, Europe is witnessing 

an impressive development of specialty brands and stores.

While the success of the underlying business models is generally

attributable to the strength of the concept, it is also driven 

by a quality/price tradeoff that only volume retailers can offer.

In the race to grab up available commercial space, retailers with

growing businesses are making a significant contribution to

fueling demand for premises in shopping centers and are driving

the creation of new floor area.

Moreover, local communities are actively seeking sources 

of economic benefit, and are therefore increasingly willing 

to authorize, or even encourage, urban planning initiatives 

that include a significant retail element.

These two factors in turn are feeding the trend among real

estate developers toward multiplying new retail construction

projects across Europe (and worldwide).

At the same time, interest rates remain low and investor interest

in value assets such as shopping centers shows no sign of waning.

As demand remains sustained in the shopping center property

segment, capitalization rates continue to fall in all of the countries

in which Klépierre owns and manages shopping center holdings. 

In the more mature markets and for the most highly prized

assets, capitalization rates have even fallen below the 5%

threshold.

Overall, the shopping center property investment market can 

be described as offering a growing number of opportunities,

but at prices that continue to rise.
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Shopping center segment

Lease income 390.6 332.2 17.6%

Other rental income 5,6 1.2 ns

Rental income 396.1 333.4 18.8%

Net operating expenses -36.1 -22.0 64.0%

– Expenses related to land -2.0 -0.9 119.8%

– Non-recoverable rental expenses -4.0 -3.6 11.1%

– Expenses related to buildings -30.1 -17.5 72.0%

Net lease income 360.0 311.4 15.6%

Management and administrative revenues (fee income) 45.9 33.3 37.7%

Other income from operations 5.5 6.0 ns

Research expenses -0.8 -0.8 ns

Payroll expenses -46.9 -38.5 21.8%

Other general operating expenses -15.0 -17.6 -14.5%

EBITDA 348.7 293.9 18.7%

Depreciation and amortization. invesment. property and equity -106.8 -89.3 19.6%

Depreciation and amortization operating property -3.5 -2.8 ns

Allowances -3.0 1.3 ns

RESULTS OF OPERATIONS 235.4 203.1 15.9%

Share in earnings of equity method investees 0.6 0.5 +22.7%

Gain or loss from sale of invesment property 2.7 -0.3 ns 

SEGMENT EARNINGS 238.7 203.3 17.4%

in € millions

% 05/0412.31.200412.31.2005



Klépierre’s investment strategy

As a matter of priority, Klépierre develops those shopping

centers already under its ownership.

In addition to their intrinsic profitability, investments in extending

or enhancing existing holdings offer the advantage of making

the related assets more attractive and, in so doing, help to

enhance the value of the global portfolio of holdings.

Investments in extension projects are also easier to manage

from the perspective of administrative licensing and permit

requirements. Moreover, the lease-up process is faster, since

new retailers benefit from the center’s built-up appeal

immediately. The economic terms and conditions of these

projects are also under control from the outset.

Of the 2.5 billion euros in investments that have been identified

in Klépierre’s business plan for the 2006-2010 period, 50%

relate to extensions to or modifications of centers under

ownership.

The remainder of the program will involve the acquisition 

of existing centers or those in the project phase.

From a geographic perspective, Klépierre will continue to seize

as many opportunities as it can in the French market, which 

is one of Europe’s most sought-after. The tax environment 

for property investments is positive, and consumption patterns

are consistently good.

Klépierre’s portfolio of projects in France is made up of 1.4 billion

euros in controlled investments over the 2006-2010 period, 

in a full array of retail formats: downtown shopping centers,

regional shopping malls, mega-centers in partnership with

hypermarket chains, retail parks, etc.

One-third of this portfolio is composed of new locations for

Klépierre.

Although the economic backdrop was somewhat less favorable

in 2005, from both an economic and a tax perspective, Italy

will be the focus of special attention in 2006. First of all, 

it lags behind the rest of Europe in terms of shopping center

equipment, which means that the potential for growth is

substantial. Ségécé is developing a number of promising

partnerships locally.

The third locus of operations for Klépierre as measured by

volume, Spain continues to surprise observers with its robust

consumption patterns. From a supply point of view, the

shopping center environment is very competitive. In 2006,

Ségécé’s efforts will be concentrated in particular on the major

Madrid-Vallecas project (a total investment of €230 million), 

as well as on initiating several new partnerships.

In Belgium, after the first successful investment in Louvain-la-

Neuve, Klépierre intends to position itself to go after new

projects, particularly if the new regulations on urban retail

planning turn out to be more liberal.

Greece and Portugal are two countries in which Klépierre

already owns an asset base and established management firms.

While the Portuguese market appears to be well equipped 

in terms of shopping centers based on its current consumption

upside potential, the Greek market seems to be just now

discovering this type of facility with enthusiasm, and Klépierre 

is poised to participate in a number of projects there.

Initiated with the Czech Republic and Slovakia, Klépierre’s

presence in Central Europe was further extended with

investments in Hungary (2004) and Poland (2005).

After observing the Polish market for several years, Klépierre

offered by buy a bundle of shopping centers in operation 

or in the project phase, all of them extremely well located 

in downtown or immediately outlying areas and connected 

to urban transportation networks.

As the prices paid to acquire these centers (based on

capitalization rates and initial rents) suggest, the gap in the

standard of living between these countries and Western Europe

is substantial.

At the same time, Klépierre’s management subsidiary Ségécé

also acquired a Polish lease-up and management firm.

As was the case in the Czech Republic and Hungary, this acquisition

will enable Klépierre to enhance the value of assets acquired 

in Poland, at a time when standards of living, consumption

patterns and the types of retail anchors in operation are all

converging towards what is typically found in Western Europe.

With respect to new investments, Klépierre’s strategy remains

focused on countries within the Euro Area or close to it. Within

this scope, new countries may be approached in 2006.

For the international retailers that are Klépierre’s clients, this

geographic region is now considered to be a single management unit.

In the interest of supporting their development, Klépierre intends to

be able to offer a credible solution in most of these countries.

Over the long term, this European stature appears to be of vital

importance, in terms of both meeting volume development

targets and addressing the global needs of the retail chains 

it has established partnerships with.

For Klépierre, extending its own international reach is unthinkable

without achieving full control over the management capability 

in each country. In 2006, Ségécé will control nearly all of its

subsidiaries in 9 countries. These management firms will be grouped

under a single banner, and will have more than 800 employees in all.
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In addition to the management quality level that will be achieved,

Ségécé’s direct presence in all of the countries in which Klépierre

operates gives the latter an unrivaled ability to originate new

projects.

Investments completed in 2005

In 2005, Klépierre pursued development in shopping centers,

investing some 780 million euros (of which €719.6 million

spent during the fiscal year). As a result, 9 shopping centers

were added to the portfolio. Investments were also made 

to extend and renovate existing shopping centers. Investment

outlay to projects currently under development reached 

136.4 million euros, including Vallecas (Madrid – Spain),

Angoulême and Valenciennes (France).

In Italy, where Klépierre invested 250.7 million euros, 3 shopping

centers were acquired (Tor Vergata in Rome, Lecce in Pouilles

and Assago in Milan). A major extension was also inaugurated 

in June 2005, offering a total of 24,600 sq.m. of gross leasable

area (GLA).

The first extension to be fully managed and coordinated by

Ségécé teams in Italy (Montebello) also opened its doors in 2005.

In France, where the tax environment is well adapted to this

market segment, Klépierre acquired the Colombia center in

Rennes and the 8,625 sq.m. extension of the Quétigny center

(Dijon), which is in addition to the center acquired in 2001.

The 200.6 million euros invested also include extensions and

renovations (for €8.1 million) and projects under development

(for €91.4 million, including Valenciennes and Angoulême).

The highlight of 2005 was the acquisition of a critical position

in Poland, Central Europe’s biggest market, where Klépierre

acquired 4 shopping centers for a total investment of 203

million euros. The agreement entered into with Plaza Centers

Management also includes the acquisition in 2006 and 2007

of 5 centers under development: Rybnik, Lublin and Sosnowiec

in Poland; Prague and Pilzen in the Czech Republic.

Since October 5, 2005, Klépierre owns the Louvain-la-Neuve

shopping center in Belgium. The Group’s first foray into Belgium,

this center offers 52,219 sq.m. of retail space on two levels plus

shops located at street level and a UGC Cineplex with 13 viewing

rooms (a total of 134 shops), for a total of 157 million euros

(of which €78.1 million invested in 2005).

In Spain, Klépierre invested 45 million euros in the Vallecas

project under construction. This asset, which is tentatively

scheduled for delivery in 2008, represents a total investment 

of around 225 million euros.

Through Ségécé, Klépierre also beefed up its management

network, with the buyout of remaining minority interests in PCM

Hungary and the acquisition of full ownership of PCM Poland,

the company that manages the Polish shopping centers.
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Development potential, 2006 – 2010

In the five years ahead, Klépierre has investment potential in

excess of 3 billion euros. This potential includes 2.2 billion euros

of controlled investments, i.e. investments for which firm commitments

have been acquired, or investments where the level of control

over feasibility and financing terms is adequate. The average 

net yield expected from those controlled investments is 7.3%.

The 2006-2010 period will be characterized by a significant

increase in the estimated volume of investments in France, where

Klépierre has a sustained development business and is also

launching a number of extension projects on properties it

already owns.

Two downtown shopping malls are currently under construction,

in Angoulême (delivery scheduled for August 2007) and

Valenciennes (which is expected to open sometime in April 2006).

During the period, construction will begin on a number of new
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ACQUISITIONS WITH IMMEDIATE EFFECT AND SHOPPING CENTER INAUGURATIONS COMPLETED BY SEGECE

France 57 868 272.5 139.1 126.0 120.0 13.4

Beau Sevran (6184 sq.m.), Rennes Colombia (10 723 sq.m.), Quétigny extension (8 625 sq.m.)

Belgium 41 483 139.3 61.2 78.1 49.9 28.2

Louvain-la-Neuve L'esplanade (52 219 sq.m.)

Spain 17 311 28.1 27,6 0,2 0,2 0,3

Italy 63 076 278.9 32.8 239.1 239.1 7,0

Tor Vergata (12 690 sq.m.), Lecce (5 775 sq.m.), Assago (25 000 sq.m.)

Poland 98 248 203.0 – 203.0 183.0 20.0

Sadyba (23 216 sq.m.), Ruda (14 497 sq.m.), Krakow (30 375 sq.m.), Poznan (30 160 sq.m.)

Czech Republic – 0.8 – 0.8 0.8 –

Others (Greece, Portugal) 17 445 38.7 38.5 0.2 – 0.2

Subtotal 295 431 961.3 299.2 647.4 593.0 69.1

ACQUISITIONS WITH DELAYED EFFECTS

Spain 45 639 225.9 45.0 45.3 45.0 135.9

Vallecas (45 639 sq.m.)

Italy 4 500 23.5 6.1 11.6 5.8 11.6

Czech Republic 46 625 86.9 – – – 86.9

Prague 4 (25 955 sq.m.), Pilzen (20 670 sq.m.)

Poland 56 243 133.5 – – – 133.5

Rybnik (17 529 sq.m.), Sosnowiec (13 031 sq.m.), Lublin (25 683 sq.m.)

Others (Greece, Portugal) 20 987 57.5 – – – 57.5

Subtotal 173 994 527.3 51.1 56.9 50.8 425.4

Expenses related to projects under assembly or development in 2005 204.0 33.3 74.6 74.6 96.2

- o/w projects 131.4 27.9 52.1 52.1 51.5

- o/w extensions 72.6 5.4 22.5 22.5 44.7

TOTAL PROPERTY ACQUISITIONS 469 425 1 692.6 383.5 778.9 718.4 590.7

Acquisition of service provider subsidiaries 1.2 1.2 1.2 –

PCM Hungary (50%), PCM Poland (100%)

TOTAL 469 425 1 693.8 383.5 780.1 719.6 590.7

in € millions 

Investments completed in 2005
2005 

investment
outlay in €M

Future 
outlay in €M

2005 
investment 

in €M

o/w down payments
made before
01.01.2005 

in €M
Property

value in €MGLA/sq.m
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centers for which the necessary permits have either already been

granted or are under way: La Cité du Meuble et de la Maison 

in Cesson, the Saint-Lazare train station shopping mall, Nancy

Bonsecours, Besançon, Aubervilliers and Vannes Nouvelle

Coutume. These projects, which are being developed 

by Ségécé, represent total investment outlay to come 

of 410 million euros.

In addition, a number of extension projects covering all of the

holdings in France involve more than 230 000 square meters,

for a total investment of 690 million euros. Projects worth noting

in particular include Goutte d’Eau in Bègles Rives d’Arcins 

(27 500 sq.m.), Val d’Europe (14 800 sq.m.), Marseille Bourse

(12 500 sq.m. in three phases), Pontault-Combault (8 000 sq.m.),

Rambouillet (7 000 sq.m) and Orléans-Saran (5 000 sq.m.).

Finally, Klépierre will begin the process of acquiring existing

centers or extensions from outside developers for a total 

of 240 million euros (estimated net yield above 7%).

Consequently, the total volume of controlled investments in France

over the 2006-2010 period is 1.4 billion euros, for an average

net yield of just over 7%.

Klépierre also plans to pursue development abroad, with a

particular focus on Spain and Central Europe. It has controlled

investments of 840 million euros at an average net yield 

of 7.5%. The by now well established relationships with

international operator developers such as Plaza Centers Europe

in Central Europe, Wilhelm in Belgium and other Italian and

Spanish players will enable the Klépierre group to anticipate

future development projects.

The acquisition of new centers is planned in Spain (for more

than €160 million, including Vallecas in Madrid), Poland and

the Czech Republic in accordance with the agreement entered

into in July 2005 with Plaza Centers Europe, pertaining 

to 5 centers in the project phase (3 Polish for €133 million 

and 2 Czech for €90 million).

In all, new center acquisitions will total 505 million euros, with

an average net yield superior to 7%. The portfolio of shopping

centers located outside France also offers potential for

extension, principally in Spain (close to 70,000 sq.m. for an

expected outlay of around €200 million) and in Hungary

(35,000 sq.m. for €77 million). The potential identified 

to date in Italy is 12,000 sq.m. for 27 million euros.

In addition, the Group is working on a potential portfolio of

new investment projects whose value totals about 2.5 billion

euros, and expects to control around 35% to 40%, i.e. an

additional 0.9 billion euros over the period.

II – Office segment

1 – The office property market in Ile-de-France

Rental Market

Transactions

In spite of a rather lackluster economic backdrop, satisfied

rental demand reached 2.2 million square meters in 2005, 

an increase of 12% over 2004 and 28% over 2003.

However, this statistic obscures the relative stagnation of 

the Greater Paris Area market, where net consumption of floor

area is virtually nil. In other words, businesses are letting go 

of as much floor area as they are taking up.

As was the case in 2004, new or restructured properties

accounted for 42% of the total floor area let.

The most active economic sectors were financial services (22%)

and public administration (18%), with the service sector

accounting for 60% of total floor area taken up.

Immediately available supply

Immediately available supply continued to decline. It was down

7.6% versus January 1, 2005, falling to 2.8 million square meters.

As a result, the vacancy rate declined, dropping to 5.8% on

average for Ile-de-France, 8.5% for the Western business

district, and 4.2% inside the Paris city limits.

The percentage of available premises, both new and restructured,

remains high (32%), placing pressure on rental values.

Rental values

Average face rents generally stabilized in 2005. At year-end,

they were 509 euros/sq.m. in Central West Paris and

433 euros/sq.m. in the Western Business District.

Prime face rents drifted upward, but were also accompanied by

significant concessions to tenants – around one to two months’

rent holiday per year of leasehold commitment, and even more

in some cases.

Investment Market

The influx of capital to the French market, combined with

encouraging financing terms, resulted in a historical high 

of 15.7 billion euros invested in France (€13.8 billion 

of the total was invested in Ile-de-France).

French investors accounted for 37% of the total, followed 

by North American investors (21%).

The percentage invested by German buyers fell by half, to 13%,

11

M
A

N
A

G
E
M

E
N

T
 R

E
P

O
R
T



reduced lease income by 4.7 million euros. Index-linked

adjustments (+4.8%) and relettings, which provided 2.5 million

euros and 0.6 million euros in additional rents, respectively,

only partially offset this factor.

The primary impacts of active management 

will be felt in 2006

A total of 21 leases, covering weighted useful floor area(1) of 

27 588 square meters, were signed in 2005. Full year, they will

generate 12.2 million euros in rents, which represents a total

increase of 5.7% compared with previous conditions, after

deduction of step rents and rent holidays granted to tenants. 

It also includes the full reletting of l’Espace Kléber, which takes

effect as of February 1, 2006 and which will general annual rent

of 6.4 million euros (including rent holidays).

The financial occupancy rate on December 31, 2005 was

88.2% (compared with 93.4% one year earlier). Adjusted 

for the impact of the reletting of l’Espace Kléber, it would 

have been 98.3% on the same date.

Reduced rental reversion potential

At year-end 2005, only 2 258 sq.m. UW(1) were available for

lease-up, representing potential rents of 1 million euros.

Renewals programmed for 2006 concern 18 682 sq.m. UW 

(14 leases), i.e. around 3 million euros in rents and 4.9% 

of the current rental revenue.

Based on prevailing market rents, lease-ups and renewals 

to come or fallen due, would bring an additional 1.5 million

euros in rent, which is equal to reversion potential excluding

disposals of 2.5%.

(1) UW = Useful Weighted. Weighting assigned to different types of "Office, Archives –
Parking – ICR" floor area using coefficient to derive a price per square meter for
office space.
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following difficulties encountered by open-ended funds.

In the face of abundant funding for investment and intense

competition between investors for high-quality products on 

the market, the fall in yields continued, reaching 25bps to

100bps depending on the type of asset.

2005 disposals

Klépierre sold eight properties in 2005, covering total floor

area of 35 040 sq.m. UW(1) (including the building located at

280/282 Boulevard Saint-Germain, Paris 7th, which was exchanged

for the Colombia shopping mall located in downtown Rennes)

for a total of 124.8 million euros, at an average investor rate 

of 6.6% for properties in the Greater Paris Area.

Klépierre has already begun its 2006 arbitrage program. It has

signed two firm commitments to sell, for a total amount of 

51.6 million euros, properties located at 140/144 boulevard

Malesherbes in Paris 17th and 3/5 avenue du Chemin des

Presles in Saint Maurice (94). One sale should close in 

the first half of 2006, with the second closing expected 

in the 3rd quarter.

Klépierre is targeting disposals of 100 million euros in 2006.

2 – Rental business
Office properties generated 52.9 million euros in rents for the

year ended December 31, 2005. This 19.8% decline reflects

the impact of disposals made in 2004 (€65.6 M) and 

2005 (€124.8 M), which reduced total rental business 

by 11.5 million euros.

Temporary vacancies reflected in 3.1% drop on a constant

portfolio basis

On a constant portfolio basis, office rents declined by 

1.6 million euros (-3.1%). A temporary rise in the vacancy rate

(due in particular to the end-July vacancy of l’Espace Kléber)

Office property disposals for the year ended december 31, 2005

Paris 16 – 43/45 avenue Kléber 3 507

Montigny-le-Bretonneux 78 – 6 avenue Jean-Pierre Timbaud 2 980

Villepinte 93 – ZI Paris Nord 2 - Place des Nymphéas 6 605

Paris 15 – Le Ponant – 83/85 quai André Citroën 3 467

Issy-les-Moulineaux 92 – Le Florentin – 16 rue J.-J. Rousseau 1 894

Paris 4 – 10 impasse Guéménée 1 059

Paris 7 – 280/282 boulevard Saint-Germain 7 898

Tour Marcel Brot – Nancy 7 630

8 assets sold for a total of 124.8 million euros

Sq.m.

Financial report Management report



Lease income from offices fell by 19.8% in 2005, to 52.9 million

euros, due to property disposals made in 2004-2005 and 

a higher vacancy rate. Net operating expenses reflected 

the impact of these divestments, while building expenses

decreased for the same reason and also because the 2004

figures included non-recurring relocation work. Net lease

income was 49.1 million euros, a decrease of 20.1%. However,

the resizing of the management structure following the

reduction in holdings limited the decrease in EBITDA to 17.1%.

Depreciation and amortization decreased by 6.8%, with 

the impact of disposals partly offset by the delivery of 

the extension of the Camille Desmoulins building in 

Issy-les-Moulineaux (€0.3 M).

Results of operations totaled 28.2 million euros, down by

28.2%. The capital gain on property sales (8 buildings were

sold for a total of €124.8 M) was 17.5 million euros.

In 2005, the office segment provided earnings of 45.8 million

euros, a decline of 15.8% compared with 2004.
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3 – Analysis of segment earnings

Office segment

Lease income 52.9 65.9 -19.8%

Other rental income – – –

Rental income 52.9 65.9 -19.8%

Net operating expenses -3.8 -4.5 -15.9%

– Expenses related to land -0.3 – –

– Non-recoverable rental expenses -1.2 -0.1 –

– Expenses related to buildings -2.3 -4.4 –

Net lease income 49.1 61.5 -20.1%

Management and administrative revenues (fee income) 0.5 0.4 ns

Other income from operations 1.7 0.5 ns

Research expenses – – – 

Payroll expenses -2.1 -2.5 -14.5%

Other general operating expenses -1.2 -2.1 ns

EBITDA 48.0 57.9 -17.1%

Depreciation and amortization. invesment. property and equity -18.5 -19.9 -6.8%

Depreciation and amortization operating property -1.1 0.0 ns

Allowances -0.1 1.3 ns

RESULTS OF OPERATIONS 28.2 39.3 -28.2%

Share in earnings of equity method investees – – – 

Gain or loss from sale of invesment property 17.5 15.0 –

SEGMENT EARNINGS 45.8 54.3 -15.8%

in € millions

% 05/0412.31.200412.31.2005



B – Consolidated earnings and cash flow – Parent
company earnings – subsidiaries information

I – Consolidated earnings and cash flow

Net rents for 2005 was 409.1 million euros, 

an increase of 9.7% over the previous year.

Lease income was 449.0 million euros, with 396.1 million euros

provided by the shopping centers and 52.9 million euros

provided by office properties. Compared with 2004, shopping

center rents increased by 17.6% on a current scope basis, and

by 5.6% on a constant portfolio basis. Office rents declined 

by 19.8% on a current scope basis, reflecting the impact of

disposals. On a constant portfolio basis, the decline was more

limited (3.1%).

Management and administrative fee income reached 46.4 million

euros, a 37.4% increase that is primarily attributable to the

shopping center segment, where the rise in fee income was

37.7% on a current scope basis (11.1% on a constant portfolio

basis).

Revenues generated abroad represented 39.3% of total revenue

for 2005, compared with 34.6% one year prior. Other operating

income mainly reflected work re-invoiced to tenants and

miscellaneous gains.

Building expenses rose by 13.4 million euros in 2005, to 

39.9 million euros. This 50.6% increase versus 2004 is partly

due to the development of Klépierre’s holdings, including in

particular the integration of the Hungarian and Polish shopping

malls (€3.0 M) and a change in the way development fees are

accounted for (€5.6 M).

Payroll expense was 52.4 million euros, compared with 

43.5 million euros in 2004 (+20.4%). Apart from the changes

in the scope of operations related to the integration of new

management companies (PCM Hungary, PCM Poland and

Ségécé Hellas) and the full consolidation of CSG (which is now

a wholly owned subsidiary), this 8.9 million euro increase also

reflects the hiring of additional staff in France, particularly in

the areas of shopping center development and management.

On a constant portfolio basis, the increase was 10.6%.

Other operating expenses reached 19.9 million euros, a 3.9%

decrease compared with 2004 (€0.8 M). It should be noted

that non-recurring expenses were incurred in 2004. 

The operating ratio (total expenses/net operating income)

showed little change between 2005 and 2004 (15.6%).

EBITDA totaled 390.4 million euros, 

an 11.9% increase versus 2004.

Amortization for the period reached 130.1 million euros, 

a 15.9% increase (+€17.9 M) that primarily reflects 

the impact of new acquisitions (€18.9 M), partly offset 

by the impact of disposals (€1.0 M).
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Net rents 409.1 372.9 9.7%

Income from management and administration 46.4 33.7 37.4%

Others operating income 7.2 6.6 10.2%

Payroll -52.4 -43.5 20.4%

Others operating expenses -19.9 -20.7 -3.9%

Operating cash-flow 390.4 349.0 11.9%

Amortization -130.1 -112.3 15.9%

Accrued liabilities -3.1 0.9 -461.4%

Operating results 257.2 237.6 8.2%

Disposals result 20.3 16.8 21.2%

Financial results -114.3 -124.5 -8.2%

Share in net income of equity method investees 0.6 0.5 22.7%

Pre-tax results 163.8 130.3 25.7%

Corporate income tax(1) -17.9 -12.3 45.0%

Net income(1) 145.9 118.0 23.7%

Minority interest in net income(1) 25.5 20.1 26.9%

GROUP SHARE IN NET INCOME(1) 120.4 97.9 23.0%

Pre-tax current cash-flow 279.1 227.8 22.5%

Résultat avant impôts hors cession. part du groupe 112.5 88.0 27.7%

Pre-tax current cash-flow (group share) 234 189.6 23.4%

Net current cash-flow (group share)(1) 222.1 178.4 24.5%

Ratios per share

Number of shares 46 121 253 45 384 956

Net earnings/share (€)(1) 2.6 2.2 21.1%

Pre-tax result excluding the sale/share (€) 2.4 1.9 25.7%

Pre-tax current cash flow/share (€) 5.1 4.2 21.4%

Net current cash flow/share (€) (1) 4.8 3.9 22.5%
(1) Restated to eliminate the impact of a non recurrent tax in 2004. in € millions

%20042005
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Additional reserves of 3.1 million euros in 2005 include in

particular an allowance for an office building which is currently

being held for sale, and which was previously classified as

investment property.

Operating results totaled 257.2 million euros, 

an increase of 8.2% compared with 2004.

Financial income for the year is a loss of 114.3 million euros,

compared with a loss of 124.5 million euros in 2004. Despite

the rise in net debt, which increased from 2 750 million euros

on January 1, 2005 to 3 229 million euros on December 31,

2005, the Group’s interest expense was 9.0 million euros 

lower than in 2004. This difference is primarily attributable 

to the cancellation at year-end 2004 of nearly all interest-rate

hedging instruments and their subsequent replacement 

by new fair value hedges, which are more effective as the term 

is defined under IAS 32 and 39. As a result, the cost of the

debt went from 5.3% in 2004 to 4.1% in 2005. The financial

result also reflects a discounting expense on a tax liability of

1.3 million euros.

Proceeds from the sale of assets totaled 20.3 million euros,

compared with 16.8 million euros in 2004. Included in the

proceeds for 2005 are capital gains of 17.5 million euros 

on the sale of 8 office properties, the Lille Gambetta mall and

an equity stake in Secmarne. Taken together, these disposals

bring Klépierre’s total divestments in 2005 to 163.8 million

euros, of which office disposals accounted for 124.8 million

euros and shopping centers for 39.0 million euros.

Since it elected SIIC status, Klépierre distinguishes 

three tax segments:

• the SIIC segment that includes Klépierre and all eligible

French real-estate affiliates. Some of these companies have

opted for regular tax status;

• French companies that are not eligible for SIIC status and

hence have regular tax status;

• foreign affiliates.

For the year ended December 31, 2005 reporting date, the

global tax expense for these segments was 17.9 million euros:

• for the SIIC segment, the total was 2.8 million euros 

(€11.9 M in tax payable, including a non-recurring 

exit tax charge of €7.3 M in connection with the addition 

of one of its affiliates to SIIC status, and €9.1 M in deferred

tax releases);

• for French affiliates that are not eligible for SIIC status,

corporate income tax for the year was 3.2 million euros

(including tax payable of €4.4 M and a deferred tax recovery

of €1.3 M);

• for foreign affiliates, total tax expense was 11.9 million euros 

(including €10.1 M payable and a deferred tax charge 

of €1.8 M).

In sum, tax expense is comprised of 26.5 million euros of tax

payable, including a non-recurring charge of 7.3 million euros

and 8.6 million euros in deferred tax recoveries.

Consolidated net income for 2005 is 145.9 million euros, 

an increase of 23.7% after eliminating the impact of a positive

deferred tax item totaling 8.5 million euros in 2004, related 

to the transition to IFRS. This elimination concerns the recovery

of deferred taxes following the tax reorganization of Italian

affiliates. As a reminder, a reverse entry for 10.9 million euros

was recorded under Shareholders’ equity on the opening

balance sheet in 2004 when these same affiliates made 

the transition to IFRS. In fact, the application of IAS 12 led 

to the recognition of additional deferred taxes on companies

for which deferred taxation was recorded based on the

difference between the book value and tax value of securities

and not the underlying properties.

Minority share of net income for 2005 is 25.5 million euros,

almost exclusively generated by the shopping center segment,

which brings the group share of net income to 120.4 millions

euros, an increase of 23.0% after elimination of tax of 

7.2 million euros.

Change in current cash flow

Pre-tax current cash flow reached 279.1 million euros in 2005,

a 22.5% increase over 2004. Expressed in terms of group

share, pre-tax current cash flow reached 234 million euros, 

a 23.4% increase that translates into 5.1 euros per share.

After-tax, net current cash flow reached 261.8 million euros, 

an increase of 24.0% excluding the impact of the non-recurring

tax item. Group share, the total is 222.1 million euros, i.e. 

4.8 euros per share and a 24.5% increase excluding the impact

of the non-recurring tax item.
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III – Information on subsidiaries
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II – Parent company earnings

2005 earnings of Klépierre SA and dividend distribution

Klépierre SA recorded earnings of 171.8 million euros for 2005.

Taxable earnings from the taxable segment totaled 10.2 million euros.

The minimal distribution requirement is 62.2 million euros,

without taking into account the option of spreading over two

years the distribution of all or some of the required portion of

capital gains on the sale of assets.

The Supervisory Board will recommend on April 7, 2006 that

the Shareholders approve the payment of a dividend in respect

of 2005 of 2.7 euros per share. This dividend will be payable

on April 13, 2006. The 17.4% increase versus the previous year’s

dividend payout reflects the year’s good performance level and

the desire on the part of Klépierre to provide its Shareholders

with sustained growth in the return on their investment over the

long term, in line with the Group’s key performance indicators.

The amount that will be proposed for distribution is 124.7 million

euros, without taking into account the cancellation of the

dividend on treasury shares in the Company’s possession on

the day the dividend is payable.

The distribution in respect of the SIIC segment will be 1.70 euro

per share, which represents a global sum of 78.5 million euros

– significantly higher than the minimal distribution requirement.

The distribution in respect of the taxable segment will 

be 1.0 euro per share, which represents a global sum 

of 46.2 million euros.

The corporate financial statements are available on the

Klépierre corporate website www.klepierre.com under

Publications/Reports.

Klépierre SA – Condensed statement of income

Income from operations 13.5 16.5 25.0

Operations expenses -16.9 -16.5 -20.5

OPERATING RESULTS -3.4 – 4.5

Share in earnings of Subsidiaries 154.8 93.1 38.5

Financial results -17.0 -19.4 28.8

PRE-TAX RESULTS 134.4 73.7 71.8

Non-recurring result 48.6 3.9 227.6

Corporate income tax -11.2 0.3 6.0

NET INCOME FOR THE YEAR 171.8 77.8 305.3

in € millions

12.31.200312.31.200412.31.2005

Country

France Ségécé 63.3 59.9 13.4

Galae 0.8 0.8 -0.6

Ségécé LT 0.4 0.4 0.1

Klégestion 3.9 3.9 1.5

CB Pierre 7.8 0.3 7.1

Spain CSG 10.5 10.5 2.2

Italy PSG 10.9 10.9 2.0

Effe Kappa 0.8 0.8 –

Portugal Sogecaec 1.7 1.7 0.5

Czech Republic

& Slovakia FMC 1.5 1.5 0.3

Belgium Devimo 8.2 8.2 1.5

Hungary PCM Hungary 3.0 3.0 0.9

Greece Ségécé Hellas 0.4 0.4 -0.1

Poland PCM Poland 0.5 0.5 0.2

TOTAL 113.7 102.8 29.0

in € millions

Net result
(€M)Fees (€M)

Total rev-
enues (€M)Company

Financial report Management report
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1. Subsidiaries with more than 50% interest

192 Charles de Gaulle SAS 30 566 39 080 100 3 396 5 077 50 665 50 665 10 725

21 Kléber SAS 305 7 091 100 183 799 6 146 6 146 2 091 400

21 La Pérouse SAS 3 011 8 664 100 662 1 193 7 411 7 411 3 248 790

23 Marignan SAS 21 190 26 071 100 2 085 5 428 37 629 37 629 28 821 2 224

43 Grenelle SAS 17 722 39 838 100 1 832 4 528 41 229 41 229 2 350

43 Kléber SAS 6 822 13 736 100 1 386 63 17 527 17 527 582

46 Notre Dame des Victoires SAS 25 993 25 524 100 1 255 2 488 36 578 36 578

5 Turin SAS 3 468 7 658 100 585 870 6 936 6 936 485

Angoumars SNC 2 0 99 -4 0 1 1 28 873

Barjac Victor SNC 2 -1 584 100 573 2 789 1 336 1 336 29 212

Bègles Papin SCI 2 -264 99 -178 15 1 0 12 797

Brescia SA 9 033 7 371 100 1 614 0 39 741 39 741 1 155

Capucine BV 2 400 1 687 100 -1 527 0 7 200 7 200 27 867

CB Pierre SAS 48 000 7 543 100 7 136 7 862 22 389 22 389 1 192 5 100

Cécoville SAS 38 11 076 100 1 998 4 243 144 144 24 158 1 512

Centre Bourse SNC 3 812 7 323 100 5 108 2 720 47 419 47 419

Clermont Jaude SAS 21 686 12 952 100 5 414 7 245 83 813 83 813 1 735

Combault SCI 2 0 99 -26 0 1 1 263

Concorde Puteaux SAS 8 292 8 386 100 704 1 005 10 856 10 856 642

Doumer Caen SAS 4 993 8 842 100 1 002 1 641 15 117 15 117 700 884

Espace Dumont d’Urville SAS 1 138 2 677 100 377 1 722 2 076 2 076 17 308 71

Espace Kléber SAS 2 716 8 060 100 -1 337 3 618 6 076 6 076 67 700 896

Foncière de Louvain-la-Neuve SA 62 -1 516 100 -1 411 0 61 61 98 359

Foncière Saint Germain SNC 152 -576 100 468 1 793 324 324 16 930

Galeria Commerciale Klépierre SARL 1 560 13 950 100 -1 254 3 037 15 510 15 510 52 350

Général Leclerc SNC 2 368 6 338 100 314 1 842 19 065

Godefroy Puteaux SNC 586 -49 100 -2 0

H1 SA 44 18 100 -337 0 12 367 12 367 35 214

H3 SAS 38 -382 100 -177 0 4 943

Immobiliare Magnolia SRL 520 336 85 428 1 994 4 904 4 904 3 789 225

Issy Desmoulins SAS 2 020 -2 881 100 620 6 829 4 040 4 040 77 734

Jardin des Princes SNC 2 -612 99 360 1 234 1 542 1 542 9 954

Kléber La Pérouse SNC 4 118 -653 100 2 104 0 11 471 11 471 76 110

Kléber Levallois SAS 8 409 3 239 100 723 1 172 8 017 8 017 695

Klécar Europe Sud SCS 315 260 293 719 83 31 218 0 523 247 523 247

Klécar France SNC 500 881 491 425 83 69 902 51 531 831 462 831 462

Klécar Participations Italie SAS 30 546 -9 583 83 758 25 958 25 958 55 703

Kléfin Italia SPA 11 450 66 118 100 -1 420 643 85 625 85 625 67 647

Klégestion SNC 640 -49 100 1 478 3 909 876 876

Klémurs SAS 150 -38 100 456 231 150 150 17 393 205

Klépierre Conseil SNC 38 42 100 15 11 029 1 391 80 4 651 38

Klépierre Finance SAS 38 4 100 985 0 38 38 208

Klépierre Participations et Financements SAS 54 715 45 865 100 -4 066 0 109 429 109 429 165 145

Klépierre Portugal SA 250 4 300 100 1 074 0 4 250 4 250 11 091 1 119

in € thousands

Subsidiaries 
and equity interests
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Subsidiaries 
and equity interests (continued)

KLE 1 SAS 38 -602 100 3 276 315 76 76 63 474

Klépierre Vallecas SA 60 1 100 -5 503 0 60 60 93 910

Klépierre Vinaza 60 -19 100 -47 184 185 185 1 825

Klétransactions SNC 2 99 1 356 17 600 2 2 4 290

Le Havre Capelet SAS 229 -254 100 5 0 267 267 231

Le Havre Tourneville SAS 150 -32 100 270 0 1 522 1 522 412

Leblanc Paris 15 SAS 2 324 2 662 100 -282 6 3 824 3 824 84

LP 7 SAS 38 -3 100 1 435 0 192 192 2 437

Maille Nord SNC 2 0 99 -50 0 1 1 102

Marseille Le Merlan SAS 8 737 7 540 100 1 359 2 434 17 474 17 474 6 000 655

Melun Saints Pères SAS 8 080 15 025 100 1 060 2 823 23 109 23 109 11 500 1 431

Nancy Bonsecours SAS 38 36 100 -31 0 535 74 19

Novate SRL 16 895 4 291 85 77 11 248 28 160 28 160 40 246 295

Odysseum Place de Venise SAS 38 4 70 -8 0 83 24

Odysseum Place de France SAS 53 -7 70 -54 61 195 195 576

Odysseum Place d’Alexandrie SAS 400 38 100 -40 0 669 398 45

Pasteur SAS 38 48 100 -21 0 202 86

Poitiers Aliénor SAS 229 -70 100 145 0 267 267

Saint André Pey Berland SAS 10 671 3 722 100 495 1 825 19 491 16 662 3 737 385

SNC SCOO 2 845 1 632 76 9 284 21 306 65 683 65 683 83 760 542

Ségécé SCS 1 600 9 112 75 13 448 63 344 28 428 28 428

Sodévac SNC 2 0 99 -36 0 2 2 24 926 34 364

Sovaly SAS 448 -104 100 -36 0 572 308 485

Strasbourg La Vigie SAS 1 309 2 592 100 412 632 4 479 4 479 223

Suffren Paris XV SAS 12 070 1 417 100 359 0 4 694 4 694 97

Tour Marcel Brot SCI 2 24 99 389 191 1

Tours Nationale SAS 6 728 10 884 100 1 220 1 717 18 325 18 325 1 236

TOTAL I 162 957 262 236 2 299 450 2 294 138 190 071 1 142 577 36 989

2. Holding with between 10 and 50% interest

Antin Vendôme SCI 15 0 50 -167 0 7 7 163

Bassin Nord SCI 2 0 50 -329 0 1 1 5 865

Bègles d’Arcins SCS 26 679 18 610 50 4 488 7 391 41 837 41 837

Effe Kappa SRL 12 4 50 1 831 6 6

Galae SNC 330 1 49 -617 824 490 162

La Plaine du Moulin à Vent SCI 10 0 50 -95 0 5 5 1 245

Socoseine SAS 38 42 25 -68 0 98 2 270

Solorec 4 869 14 307 49 17 945 24 756 124 104 124 104 17 959

Sviluppo Klépierre Finim SPA 104 -110 50 -5 0 245 0 37

TOTAL II 21 153 33 802 166 793 166 124 0 25 539 0

3. Sundry

TOTAL III 0 0 0 0 0 86 0

TOTAL Grand I + II + III 184 110 296 038 2 466 243 2 460 262 190 071 1 168 202 36 989

in € thousands
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Five-year financial summary

Capital at year-end

A) Capital stock 184 656 916 184 656 916 179 039 052 119 359 368 107 068 456

B) Number of existing ordinary shares 46 164 229 46 164 229 44 759 763 14 919 921 13 383 557

Transactions and earnings for the years

A) Pre-VAT revenues 12 608 279 15 638 864 19 307 053 21 366 600 19 723 678

B) Earnings before tax, employee profit sharing, amortizations 

and depreciations and provisions 188 301 496 74 944 756 308 448 916 57 603 109 58 980 051

C) Income tax 11 224 483 -277 475 -5 961 605 -3 531 913 -7 219 508

D) Earnings after tax, employee profit sharing, amortisations 

and depreciations and provisions 171 752 138 77 792 605 305 275 354 51 799 156 64 956 994

E) Distributed earnings 124 643 418 106 177 727 89 519 526 52 219 724 41 489 027

Earnings per share

A) Earnings after tax, employee profit sharing and before 

amortizations and depreciations and provisions 3.84 1.63 7.02 4.1 4.95

B) Earnings after tax, employee profit sharing 

and amortizations and depreciations and provisions 3.72 1.69 6.82 3.47 4.85

C) Net dividend allocated to each share 2.70 2.3 2 3.5 3.1

Payroll

A) Average staff employed during the year

B) Amount of payroll expense for the year 0 0 0 0 0

C) Amount of social benefits 0 0 0 0 0

in euros

”“
Klépierre SA

200320042005 2002 2001Type of indications
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C – Revalued net assets (RNA)

At the December 31, 2005 reporting date, revalued net assets

(RNA) per share including transfer duties, after deferred taxes

on capital gains and marking to market of debt was 72.6 euros

(compared with €54.5 on January 1, 2005), restated for 

the impact of the cash payment on hedging instruments. 

This represents an increase of 33.3% in 12 months.

Net assets including transfer duties were 7.5 billion euros 

(total share) and 6.6 billion euros (group share). On a constant

portfolio basis, office assets increased in value by 11.9% in

2005, while the value of shopping center assets grew by 14.1%

over the same period, compared with respective increases of

3.7% and 5.3% in the first half of 2005.

Methodology
Klépierre adjusts the value of its net assets per share on

December 31 and June 30 of each year. The valuation method

used entails adding unrealized capital gains to the book value 

of consolidated Shareholders’ equity. These unrealized gains

reflect the difference between estimated market values and the

net values recorded in the consolidated financial statements.

Valuation of holdings
For several years, Klépierre has entrusted the task of assessing

the value of its holdings to various appraisers. For office property

holdings, Foncier Expertise and Atisreal Expertise (formerly Coextim)

jointly perform this task. The Retail Consulting Group (RCG) values

its shopping center holdings in all countries except those located

in Hungary, where the task is performed by ICADE Expertise.

Following the recommendations made by the Klépierre Audit

Committee, it was decided that, as of June 30, 2006 and for its

shopping center holdings only, around 20% of the portfolio in

each country would henceforth be assessed by newly appointed

appraisers, and that this part of the portfolio would be rotated

each year. The change was also made to comply with the recom-

mendations of the EPRA, since the fees Klépierre pays to RCG

amount to more than 10% of its revenues, which is not the case

for Atisreal Expertise, Foncier Expertise or ICADE Expertise.

All of these contracts are awarded on the basis of the Real Estate

Appraisal Guidelines (Charte de l’Expertise en Evaluation Immobilière)

and in accordance with the recommendations issued by the COB/

CNC “Barthès de Ruyter Work Group.” Fees paid to appraisers

are set prior to their property valuation work, on a lump sum basis

in accordance with the size and complexity of the assets being

appraised, and independently of the appraised value of the assets.

Offices
The appraisers combine two approaches: the first entails a direct

comparison with similar transactions completed in the market

during the period, while the second involves capitalizing

individual yields.

An analysis of these yields reveals that one of three situations

prevails: lease income is either substantially equal to, higher

than or lower than market value.

If lease income and market value are substantially equal, the

lease income used in the valuation is the actual lease income

earned on the property. If lease income is higher than market

value, the valuation uses market value and takes into account 

a capital gain calculated from the discounted value of the

difference between actual lease income and market value.

If lease income is lower than market value, the appraisers

considered the scheduled term of the corresponding lease, 

at which time the rental price will be aligned with going rates.

Pursuant to the French decree of September 30, 1953, the

rental prices of properties that are used solely as office premises

are automatically aligned with market rates when the leases 

in question come up for renewal. Consequently, the appraisers

worked on the assumption that the owners of such property

would be able to align rents with market rates when the

corresponding leases came up for renewal, and took into account

the current conditions of occupation in the form of a capital

loss calculated as before. However, unlike prior valuation

adjustments, the appraisers did not limit their approach to

properties coming up for renewal in the three years to come, 

on the grounds that the investors participating in current market

transactions make projections that extend beyond this three-year

horizon. In the second case, the financial capital gain observed

was added to the appraised value derived, equal to the discounted

value (at a rate of 5.5%) of the difference between actual lease

income and market price until the first firm period of the lease

expires. In the third case, a capital loss was deducted from 

the derived value, equal to the discounted value (at the rate 

of 5.5%) of the difference between actual lease income and

market price until the lease expires.

For this reappraisal, the appraiser reasoned on the basis of the

Atisreal Expertise – Foncier Expertise 81

Retail Consulting Group 937

ICADE Expertise – ICADE Conseil 75 565

(Amounts exclusive of taxes, in thousands of euros)

Fees for 
consulting

Fees for
appraisal

2005

Financial report Management report
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rate of return (yield) and not on the basis of the capitalization

rate. That is, the rate that was used is that applied to the income

determined as before to derive an appraised value inclusive 

of transfer duties. Before, the rate used resulted in a valuation

exclusive of transfer duties. The decision to use this rate results

from an observation of the market, in the context of transactions

actually completed by investors. To derive the appraised 

value exclusive of transfer duties, transfer duties and fees 

were deducted at the aforementioned rate.

Shopping centers
To determine the fair market value of a shopping center,

appraisers apply a yield rate to net annual lease income for

leased-up premises, and to net market price for vacant properties.

The yield rate is applied after deduction of the net present

value of all reductions or rebates on leases with minimum

guaranteed rents and the net present value of all expenses on

vacant premises. The discount rate used is equal to the yield

rate applied to determine fair market value.

Gross rent includes minimum guaranteed rent, variable rent and

the market price of any vacant premises. Net rent is determined

by deducting all charges from the gross rent, including

management fees, expenses borne by the owner and not 

passed on to tenants, and charges paid on vacant premises. 

The appraiser determines the yield rate on the basis of

numerous variables, in particular retail sales area, layout,

competition, type and percentage of ownership, rental reversion

and extension potential, and comparability with recent market

transactions. As for rental reversion potential, the appraiser

determines the market rental value for the shopping center in

its present state on the basis of the shopping center’s location

and the revenues generated by its tenants. The shopping center’s

development potential is determined by calculating the

difference between the market rental value and the current

rents being charged.

An internal rate of return is also calculated using a method 

that involves discounting a series of cash flows, generally 

to 10 years, based on a number of predefined assumptions. 

The estimated resale value at the end of this period is generally

calculated using a cap rate that is equal to or slightly higher

than that initially applied to the net end of period rent.

In sum, the appraiser derives a current value by determining 

the yield rate that applies under prevailing market conditions,

the current annual rent and the shopping center’s reversionary

potential. He then verifies that the internal rate of return

derived is consistent by calculating an IRR. This results in 

a value that is inclusive of transfer duties, from which duties

(which are calculated at the rate indicated above for deriving 

a value exclusive of duties) must be deducted.

Appraisal of the Ségécé group
This appraisal, which is performed on Klépierre’s behalf by Close

Brother Fairness, is primarily based on a range of estimates

obtained using the Discounted Cash Flow (DCF) method. 

The DCF method consists of estimating the future cash flows 

of current business in the company’s portfolio before the

explicit or implicit cost of financing is taken into account. In the

second step, which seeks to estimate the value of the business

portfolio, these cash flows and the estimated future value 

of the portfolio of business at the end of the projected period

(terminal value) are discounted using a reasonable rate. This

discount rate, which is derived on the basis of the Modèle

d’Équilibre Des Actifs Financiers (MEDAF) formula, is the sum 

of the following three factors: the risk-free interest rate, the

systematic risk premium (average expected market risk premium

times the beta coefficient of the business portfolio) and 

the specific risk premium (to account for that portion of the

particular risk that is not already integrated in the cash flows).

The third and last step consists of determining the value of 

the company’s own equity by extracting net financial debt 

on the date of valuation from the portfolio’s total value and,

where applicable, the estimated value of minority interests 

on that same date.

To determine RNA at the June 30 interim reporting date, 

if no events or factors with a material impact on the business

plan of the companies being appraised are observed, then the

unrealized capital gain derived for the previous December 31

annual reporting date is used. This was done for the June 30,

2005 reporting date.

Assessing the value of debt 
and interest rate hedging instruments
Effective December 31, 2005, RNA incorporates the fair value

of debt and interest rate hedging instruments that are not

recorded under consolidated net assets pursuant to IAS 32-39,

which essentially involves marking to market the fixed rate, 

non-hedged portion of debt. RNA at December 31, 2004 

and at June 30, 2005 has been restated for the sake 

of providing a meaningful basis of comparison.
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RNA including transfer duties 
and before taxation on unrealized capital gains
The valuation of properties is initially presented inclusive of

property transfer duties. Properties that are held for sale under

a firm commitment on the date of the valuation are valued 

at their probable selling price, less related fees and taxes. 

For properties acquired less than six months before the date 

of the calculation, acquisition prices are used.

Klépierre does not adjust the values of shopping centers under

development, even in cases where building permits have been

granted. Until these shopping centers open, they are carried 

in the consolidated financial statements at cost, and this figure

is used to calculate revalued net assets.

The Ségécé group is appraised annually using the method

described in detail above. Equity interests in other service

subsidiaries, including Klégestion and Klépierre Conseil, are not

reappraised. This initial calculation provides revalued net assets

“including transfer duties and before taxation on unrealized

capital gains.”

RNA excluding transfer duties
A second calculation is made to establish revalued net assets

excluding transfer duties. Duties on office properties are

calculated individually using the rates set forth below. Duties 

on shopping centers are calculated property by property for

companies that own several real-estate assets, or on the basis

of revalued securities if the company owns only one property

asset. This approach was considered to be the most relevant

considering that investors are more likely to acquire shares in

companies that own shopping centers and that Klépierre

generally is more likely to seek other backers for its projects

than to sell full ownership in shopping centers. Naturally,

transfer duties are calculated on the basis of applicable local

tax regulations. For France, the 2005 Finance Act calls for a

0.20% increase in the transfer duties charged on the sale of

property, in force as of January 1, 2006. Afrexim recommends

that this increase be applied as of this date. For Klépierre’s RNA

at December 31, this increase was already factored in, raising

the rate from 6% to 6.20%.

Klépierre did not opt to use the most advantageous rate

(1.8%) for properties that still fall within the scope of the VAT

since it does not currently plan to sell within the prescribed

deadline.

RNA excluding transfer duties 
and after taxation of unrealized capital gains
A third calculation is made to establish revalued net assets

excluding transfer duties and after taxes on unrealized capital

gains.

In the consolidated balance sheet, deferred taxes are recognized

pursuant to accounting regulations in force, on the basis of

appraised property values, for the portion which corresponds

to the difference between the net book value and the tax value

as determined by capital gains tax rates in force in each

country. At the June 30, 2005 reporting date, the RNA

calculation was adjusted to include the tax on unrealized capital

gains corresponding to the difference between the net book

value and fair value on this same basis. At the December 31,

2005 reporting date, and to align its practices with those 

of its principal peers, Klépierre considered the type of ownership

of its properties, using the same approach as that used to

determine transfer duties. For office properties, the treatment 

is based entirely on property ownership, but since the entire

scope benefits from tax exempt status as an SIIC, there is no

unrealized taxation. For the shopping centers, and depending

on the country, taxes on unrealized capital gains are based 

on the tax rate applied to the sale of buildings for companies

that own several properties, and at the tax rate applicable 

to securities for companies that only own one property.

Revalued net assets at December 31, 2005

Results of appraisal
The value of Klépierre’s real estate holdings including transfer

duties was 7.5 billion euros (total share) and 6.6 billion euros

(group share). Total share, shopping centers represent 87.2%

and offices 12.8%, while the group share percentages are

85.6% and 14.4%, respectively. On a constant portfolio basis,

office assets increased in value by 11.9% in 2005, while the

value of shopping center assets grew by 14.1% over the same

period, compared with respective increases of 3.7% and 5.3%

in the first half of 2005.

At the December 31, 2005 reporting date, Klépierre’s holdings

include all or part of 276 properties: 250 retail complexes, 

25 office properties and 1 warehouse. The total value including

duties of its holdings is 7 446.5 million euros (group share 

is €6 598.1 million).

Financial report Management report
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Current portfolio basis

12.31.2005 12.31.2004
Change in current 

portfolio basis

Offices
On a constant portfolio basis, the value of Klépierre’s office

assets increased by 11.9% in 2005. This increase reflects both

improved rental conditions for some properties and an average

decline in yields of 80bps over the period (the figure used by

the appraisers). On a transfer duties included basis, the average

yield on the portfolio at the December 31, 2005 reporting

date was 6.1%.

Shopping centers

France 3 403.6 2 860.5 543.1 19.0% 3 218.1 2 806.6 411.5 14.7%

Spain 941.4 809.8 131.6 16.3% 845.2 764.8 80.4 10.5%

Italy 1 071.2 675.1 396.0 58.7% 779.2 675.1 104.1 15.4%

Hungary 340.0 277.9 62.1 22.3% 340.0 277.9 62.1 22.3%

Poland 206.5 0.0 206.5 na – – –

Portugal 145.6 144.6 1.0 0.7% 145.6 144.6 1.0 0.7%

Others 387.3 269.3 118.0 43.8% 306.5 269.3 37.2 13.8%

Total Shopping centers 6 495.5 5 037.2 1 458.2 28.9% 5 634.5 4 938.4 696.1 14.1%

Total Offices 951.0 956.0 -5.0 -0.5% 951.0 849.5 101.5 11.9%

TOTAL PORTFOLIO 7 446.5 5 993.2 1 453.2 24.2% 6 585.5 5 787.9 797.6 13.8%

in € millions

Constant portfolio basis

Holdings (total share)

12.31.2005 12.31.2004
Change in constant 

portfolio basis

Current portfolio basis

12.31.2005 12.31.2004
Change in current 

portfolio basis

Shopping centers

France 2 808.8 2 402.4 406.4 16.9% 2 626.6 2 296.4 330.2 14.4%

Spain 798.1 680.1 118.0 17.4% 701.9 635.1 66.8 10.5%

Italy 972.8 592.9 380.0 64.1% 682.7 592.9 89.8 15.2%

Hungary 340.0 277.9 62.1 22.3% 340.0 277.9 62.1 22.3%

Poland 206.5 0.0 206.5 na – – –

Portugal 145.5 144.6 1.0 0.7% 145.5 144.6 1.0 0.7%

Others 375.3 257.3 118.0 45.9% 294.4 257.3 37.1 14.4%

Total Shopping centers 5 647.1 4 355.1 1 291.9 29.7% 4 791.1 4 204.1 587.0 14.0%

Total Offices 951.0 956.0 -5.0 -0.5% 951.0 849.5 101.5 11.9%

TOTAL PORTFOLIO 6 598.1 5 311.1 1 286.9 24.2% 5 742.1 5 053.6 688.5 13.6%

in € millions

Constant portfolio basis

Holdings (group share)

12.31.2005 12.31.2004
Change in constant 

portfolio basis

Offices at constant 
portfolio basis
total share €M %

PARIS West 497.9 52.3% 5.7% 6.6%

PARIS East 47.3 5.0% 6.0% 7.1%

PARIS 1st crown 373.3 39.3% 6.5% 7.1%

Others 32.5 3.4% 7.9% 9.8%

TOTAL 951.0 100% 6.1% 6.9%

Gross rent of return (value
including transfer duties)

12.31.2005 12.31.2004

Valuation including transfer
duties 12.31.2005



In 2005, 8 properties were sold for a total of €124.8 million.

The sales prices were 10% higher than the appraised values for

these properties at the December 31, 2004 reporting date.

The office portfolio is valued at 951 million euros. 4 of these

properties have an estimated unit value that exceeds 75 million

euros, representing 43% of the total appraised value of this

portfolio. 14 have a unit value of between 75 million and 

15 million euros, and 8 have a unit value of less than 

15 million euros.

Shopping centers
On a constant portfolio basis, at year-end 2005 Klépierre’s

shopping center holdings, including transfer duties, increased in

value by 14.1%. The average decline in yields over the year that

was used by the appraisers was around 50bps, which translates

into an average yield on the portfolio of 6.3%, including

transfer duties.

The shopping center property portfolio is valued at 

6,495.5 million euros (€5,647.1 million, group share). 

20 of these properties have a unit value that exceeds 75 million

euros, representing 42% of the total appraised value of 

this portfolio. 85 have a unit value of between 75 million 

and 15 million euros, and 145 have a unit value of less than 

15 million euros.
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€M %

France 3 218.1 57.8% 6.0% 6.6%

> 100 €M 1 379.0 5.5% 6.1%

100 > x > 50 €M 653.6 5.6% 6.2%

< 50 €M 1 185.5 6.7% 7.3%

Spain 845.2 15.2% 6.7% 7.2%

> 50 €M 320.8 6.4% 7.1%

< 50 €M 524.4 6.9% 7.2%

Italy 779.2 14.0% 6.3% 6.8%

> 50 €M 419.4 5.8% 6.4%

< 50 €M 359.9 6.9% 7.3%

Portugal 145.6 2.6% 7.2% 7.9%

Hungary 340.0 6.1% 7.5% 9.1%

Others 236.9 4.3% 7.4% 8.2%

TOTAL 5 565.0 100% 6.3% 6.8%
(1) The rate at December 31, 2004 corresponds to the rate of the acquisition day (July 2004).

Gross rent of return (value
including transfer duties)

12.31.2005 12.31.2004

Valuation including transfer
duties 12.31.2005

(1)

Shopping centers
at constant portfolio basis
Total share
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December 31, 2005 revalued net assets up 33.3%

On the basis of appraisals including transfer duties, revalued

net assets after deferred taxes on capital gains and marking to

market of debt came to 72.6 euros per share, versus 58.4 euros

on June 30, 2005 and 54.5 euros on January 1, 2005, a 

six-month increase of 24.3% and a 33.3% increase in 12 months.

Revalued net assets excluding transfer duties, after deferred

taxes on capital gains and marking to market of debt came 

to 67.5 euros per share, as opposed to 53.6 euros on June 30,

2005 and 49.9 euros on January 1, 2005.

D – Financing policy

Initiatives carried out by Klépierre in 2005 and early 2006

reflect its determination to ally financing policy with Group

strategy and business:

• as it has diversified its assets, Klépierre has also sought to

diversify its sources of financing, contracting a new bank loan 

in Italy and a new club deal with six banks, including two 

first-time European partners;

• given the number of investment opportunities it has identified

for the years ahead, Klépierre was also able to secure new lines

of available credit;

• against a backdrop of historically low interest rates and falling

capitalization rates on real estate assets, Klépierre worked 

to secure the cost of its debt by reinforcing and extending 

the maturity and interest rate profiles.

Optimizing bank financing
Net debt increased from 2 750 millions euros on January 1,

2005 to 3 229 million euros on December 31, 2005, on 

a comparable basis. The 479 million euro increase reflects 

12.31.2005 30.06.2005

Balance sheet Group share Balance sheet

Consolidated Shareholders' equity 2 305 1 880 2 178 1 756 2 324 1 922

Unrealized capital gain on holdings 1 450 992 705

Appraised value 6 598 5 613 5 311

Net book value -5 149 -4 621 -4 606

Unrealized gains on non real-estate assets 73 65 65

Capital gain, Ségécé group 73 65 65

Tax on unrealized capital gains -116 -56 -48

Elimination of deferred taxes on securities 101

Fees and duties on the sale of assets -235 -223 -209

Marking to market of financial hedge instruments -80

Revalued Net Assets 3 152 2 534 2 355

Number of shares fully diluted 45 976 570 45 976 998 45 930 329

RNA excluding transfer duties and after deferred taxes 

(€ per share action) 68.6 55.1 51.3

Marking to market of the fixed rate debt outside IAS 32-39 (€M) -47.4 -69.9 -62.2

RNA excluding transfer duties and after deferred taxes 

and marking to market of fixed rate debt (€ per share) 67.5 53.6 49.9

RNA including transfer duties and after deferred taxes 

and marking to market of fixed rate debt (€ per share) 72.6 58.4 54.5

in € millions

12.31.2004

Determination of Revalued Net Assets

Group share Balance sheet Group share



Financing debt by due date

(authorized at 12.31.2005 in €M)

the difference between investments made (€720 million) 

on the one hand, and disposals (€183 million, of which 

€163 million with a cash flow impact) and free cash flow

generated by operations (after payment of a dividend of 

€106 million and of an exit tax of €30 million) on the other

hand. It was financed through:

• stepped-up use of club deals concluded in 2003 and 2004

(fully drawn down at year-end 2005);

• a new loan taken out by Kléfin Italia (€81 million in June,

raised to €171 million in December, to finance the Milan

Assago and Lecce acquisitions). This financing arrangement,

which is non-recourse for Klépierre, falls due in December 2006;

• a bridge loan for up to 400 million euros, of which 275 million

euros had been tapped on the December 31, 2005 reporting date.

Sources of financing by type

(Outstanding at 12.31.2005)

With banks spreads on a clear downward track throughout

2005, Klépierre conducted an active debt management strategy.

In March 2005, the back-up line of commercial paper was

renewed for one year, with an option to extend for an additional

year thereafter. For other club deals, due in 2007 (€250 M)

and 2009 (€500 M), margins were reduced by 25 and 10 bps,

respectively. Non-use fees were also reduced, and financing

covenants were both eased and harmonized. In particular, the

gearing ratio was replaced by a secured debt to assets

appraised values ratio, which is better adapted to Klépierre’s

core business area.

In January 2006, Klépierre opted to anticipate the refinancing

of two club deals – including the back-up line of credit – and

the bridge loan. They were refinanced through a new club deal

for up to 1.5 billion euros. The principal features of the new

facility are indicated below:

• the deal includes an A swing line of 300 million euros, to back

up commercial paper, and a B line of 1.2 billion euros that may

be drawn to finance the repayment of outstanding debt or make

new investments. Both are seven-year facilities;

• an initial margin of 35bps, which is subject to adjustments

based on a Loan-To-Value grid;

• financial covenants pertaining to the Loan-To-Value ratio

(limited to 52%), the interest expense to EBITDA ratio

(minimum of 2.5), the secured debt to assets appraised values

ratio (limited to 20%), and a minimum threshold of Group

share of assets appraised values (€5 billion).

Banks participating in the loan include BNP Paribas, Royal Bank

of Scotland, HSBC, BECM-CM, BBVA and Fortis.

On January 31, 2006, after the conclusion of this deal, the

average maturity of the debt (including back-up) was 5.3 years,

and available lines of credit totaled 404 million euros 

(on December 31, 2005, the figures were 3 years and

€354 million, respectively).
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Bond market 38%
Club deals 24%
Mortgage loans 12%
Bilateral bank loans 21%
Commercial paper 4%
Finance leases 1%

Bond due 2011
Bond due 2008
2004 club deal
2003 club deal
Back-up commerciel paper
Klépierre bridge
Klépierre loan
Klépierre Part. & Fints loan
Subsidiary loans

2006
0

200

400

600

800

1000

1200

2007 2008 2009 2010 2011 2012 2013 2014 +

251

400

300

600
250

600

14

250 250
135

165

14 35 47 16
114

Bond due 2011
Bond due 2008
2006 club deal
Back-up commerciel paper
Klépierre loan
Klépierre Part. & Fints loan
Subsidiary loans

2006
0

200

400

600

800

1000

1500

2007 2008 2009 2010 2011 2012 2013 2014 +

251

600 600

14

1200

135

165

14 35
100

47 16 7 7

300

Financing debt by due date

(authorized at 12.31.2006 in €M)

Financial report Management report



27

M
A

N
A

G
E
M

E
N

T
 R

E
P

O
R
T

Interest rate risk: the environment calls for caution
Given the new lows to which interest rates fell in 2005,

Klépierre reinforced its hedging program, securing three new

seven-year swaps in which Klépierre pays a fixed-rate, for a

nominal amount of 300 million euros.

On the December 31, 2005 reporting date, the average fixed

rate paid on interest rate swaps was 3.1%. Fixed-rate or 

fixed-rate hedged debt now accounts for 74% of Klépierre’s

financing debt, falling due in 4.5 years.

In early 2006, Klépierre took advantage of prevailing interest

rates to reduce the refinancing risk on its next significant fixed-

rate refinancing due date – its 600 million euro bond due in

July 2008. By negotiating two swaps with staggered contract

start dates for a total notional amount of 300 million euros,

Klépierre fixed the rate of half of the future refinancing at just

below 3.5% (excluding the credit margin), for a total term 

of 7 years starting in July 2008.

Improved cost of debt and financial ratios
The average cost of the debt (ratio of interest expense to

average financing debt) improved significantly: to 4.1% in

2005, versus 5.3% in 2004. This positive change was largely

attributable to the swap restructurings that were carried out 

in late 2004.

A 100bp rise in interest rates would lead to an increase in the

average cost of debt of 0.2%, which would translated into a

decrease in operating cash flow before tax of 7.7 million euros.

Klépierre’s financial ratios also improved: EDITDA was 3.5 times

interest expense (as opposed to 2.9 as of 01.01.2005). Debt

represented 43.4% of net worth (as of 01.01.2005: 45.9%)

and net current cash flow was equal to 8.1% of debt (as of

01.01.2005: 7.7%).

Stable ratings
Klépierre received the following ratings from Standard and

Poor’s:

Short-term Long-term Outlook

A-2 BBB + Stable

E – Human resources

As part of its commitment to responsible development, Klépierre

pays particular attention to people management. 

The sustainable development guidelines written in 2005 demonstrate

that Klépierre is determined to ensure its employees are professionally

and personally challenged and fulfilled. In the workplace, this

objective is reached through continuing education that enhances

the skills base of all employees, efforts made to examine individual

pay levels, detect potential and encourage group affiliation.

Training and development focus in 2005
The primary role of the École des Métiers (Occupational Campus)

is to offer continuing education courses and information on

shopping center management for Group employees. After rolling

out its first training modules in 2005, the Ecole has launched

an ambitious curriculum for 2006, with courses targeting both

new hires and employees who are already with the Company.

Cross-business training is also offered in many disciplines,

including foreign languages, the evolving legal framework, the

use of office tools and technology, and the art of management.

As the “Droit Individuel à la Formation” (individual right to

training agreement) signed in 2005 demonstrates, Klépierre

attaches a great deal of importance to in-house learning and

development for Group employees.

Personalized career management to retain employees
Individual management indicators show that Klépierre takes its

responsibilities as an employer seriously. At the European level,

nearly 190 new employees were hired on fixed-term or open-ended

contracts in 2005, with the satisfactory results in terms of diversity.

In fact, almost 60% of those recruits were women.

In France, Klépierre continued to limit the use of interim employment,

hiring fewer than 10 temporary employees (full-time equivalent)

on average in 2005. Based on an average workforce of 459, this

was equal to 2.2%. Excluding paid maternity leave, absenteeism

was only 1.6% in 2005.

Klépierre’s employees are also highly motivated to stay with 

the Group: the rate of attrition in 2005 was only 7.3% overall.

The occupational mobility and vertical promotion record within

the Group, as well as with BNP Paribas (a total of 25 in 2005,

compared with 18 in 2004), shows that Klépierre employees

are loyal and that internal career development is a priority. 

The human resources department has conducted 330 individual

career interviews since 2003, during which employees express

their career aspirations and review their career path.



Group human resource policy promotes affiliation
In addition to an annual performance and reward review for

each employee, Klépierre has negotiated significant staff profit-

sharing and bonus agreements. The options they are offered 

to enroll in a company savings plan and subscribe to capital

increases help the Group retain talent. In addition, Klépierre

boosted the “trust and employment modernization act” in

France, distributing to employees 15% of their profit-sharing

bonus for 2004. Finally, Klépierre also signed a Perco group

retirement savings plan agreement in late 2005 with union

representatives, which is topped up by the Company.

F – Recent developments, outlook 
and risk factors

I – Recent developments

New club deal
In January 2006, Klépierre decided to refinance two club deals

arranged in 2003 and 2004 – including a back-up line of credit

– and a bridge loan contracted in 2005. They were refinanced

by a new revolving credit facility of up to 1.5 billion euros. 

The main features of this new club deal are as follows:

• the facility includes a 300-million euro swing line, to be used

as a back-up for commercial paper, and a 1.2 billion euro long-term

line, both contracted for a period of seven years;

• the facility offers an initial margin of 35bps, subject to

adjustments based on a loan-to- value (LTV) grid;

• financing covenants primarily concern the Loan-To-Value ratio

(limited to 52%), the coverage of interest expense by EBITDA

(minimum 2.5), the secured financing to revalued net assets ratio

(limited to 20%), and a minimum revalued asset value group share

threshold (€5 billion). The following banks are participating in

the club deal: BNP Paribas, Royal Bank of Scotland, HSBC,

BECM-CM, BBVA and Fortis.

Building European cohesion
With the acquisition of the subsidiary dedicated to managing

Polish shopping centers in the summer of 2005, Klépierre has

nearly a thousand employees in ten Continental European

countries. In fact, more than half of its workforce is now located

outside France. This is why, for the first time the Group

conducted a survey designed to ascertain how many of its

managers might be interested in European mobility.

The 2006 action plan calls for consolidating existing practices

and sharing the best ones across Europe. As the Group

becomes truly European, identifying local managers with the

potential and desire to work across borders will become critical.
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Men

At December 31, 2005

Woman

Managers Non-managers TotalManagers

Fr
an

ce

Non-managers Total

Ségécé 141 13 154 61 127 188 342

Klépierre Services 35 6 41 43 25 68 109

Klégestion 4 – 4 6 4 10 14

CB Pierre 1 – 1 1 1 2 3

Sub total 181 19 200 111 157 268 468

PSG (Italy) 11 38 49 1 37 38 87

CSG (Spain) 52 1 53 30 23 53 106

Effe Kappa (Italy) 1 1 2 1 3 4 6

Sogecaec (Portugal) 8 6 14 11 11 22 36

FMC (Czech republic) 2 1 3 4 13 17 20

Ségécé Hellas (Greece) 1 1 2 – 2 2 4

PCM (Hungary) 23 35 58 9 66 75 133

PCM (Poland) 5 12 17 3 20 23 40

Belgium 9 27 36 11 44 55 91

Sub total international 112 122 234 70 219 289 523

GLOBAL TOTAL 293 141 434 181 376 557 991

Total

In
te
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at
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na

l
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Interest rate hedging
In early 2006, Klépierre took advantage of low interest rates to

reduce the refinancing risk on its next major fixed-rate due date,

i.e., the 600 million euro bond maturing in July 2008. By

negotiating two delayed start swaps for a total notional amount

of 300 million euros, Klépierre fixed the rate for half of its

future refinancing at just below 3.5% (excluding the lending

margin), for a term of seven years beginning in July 2008.

New bond issue
On February 28, 2006, Klépierre raised 700 million euros in

the bond market. The note, due on March 16, 2016 and paying

coupon interest of 4.25%, was placed with a diverse base 

of European investors. The margin was set at 70bps above 

the 10-year swap rate. BNP Paribas, HSBC and Royal Bank 

of Scotland were co-bookrunners for the issue, which is listed

on the Luxembourg stock market as of March 16, 2006.

BNP Paribas equity interest
At year-end 2005, BNP Paribas held a 53.32% equity interest

in Klépierre. In February of 2006, BNP Paribas reduced its stake

to just below 52%, but reiterated its intention of maintaining

majority ownership of Klépierre.

II – Outlook

Thanks to its dynamic, Europe-centered, real estate model,

Klépierre can expect a steady enhancement of its financial

performance in the years ahead. Klépierre’s investment program

for the 2006-2010 period, estimated to be in excess of 3

billion euros, is more than 70% under control. In fiscal year

2006, Klépierre expects to invest 600 million euros, primarily

in shopping center properties, although the Group plans to

reposition itself as a buyer in the Paris office property segment.

Given the opportunistic disposal strategy it has pursued since

the late 1990s, Klépierre should be able to shift its position

back to buyer as the market once again turns upward, getting

an additional boost from its SIIC tax status.

In addition, Klépierre is targeting the disposal of mature office

property assets totaling 100 million euros.

Klépierre will use the proceeds of the March 2006 bond issue,

as well as the unused portion of its credit lines, to finance 

its net investment target of 500 million euros and repay 

251 million euros on subsidiary loans that will fall due during

the period.

Business is expected to remain brisk throughout 2006. The

acquisitions completed in 2005 will bring in close to 50 million

euros in additional shopping center lease income. The modest

index-linked rent adjustment (+1% expected on average)

projected for France will be partly offset by the impact of

reversion on expiring leases and contributions from other

countries. Shopping center rents are expected to continue to

rise (by around 3.5% on a constant portfolio basis). This level

of organic growth, combined with a sustained pace of external

growth and intensive use of leverage, should enable Klépierre 

to produce – for the seventh year in a row – an increase in net

current cash flow per share of more than 10% in 2006. 

III – Risk Factors

Risks associated 
with Klépierre’s strategy and operations

Real estate is a cyclical business

One of the reasons Klépierre has chosen to focus on shopping

centers is that it considers this segment to be less cyclical than

the other segments of the real estate market. However, conditions

in any real estate market fluctuate periodically and depend on

the balance between supply and demand, competing investment

opportunities (financial assets, level of interest rates) and 

the economic background in general. 

Because economic and real estate market cycles are difficult 

to predict, Klépierre may not always execute its investments 

and divestments at the most opportune time or may have 

to postpone contemplated investments or divestments.

Leases may come up for renewal during downside periods and

may not reflect the reversion potential assessed in the past. 

If several assets were bought at the same time, leases of those

assets are likely to be maturing in the same period; this concentration

of lease maturities could increase the lease renewal risk and its

impact on cash flows.

As a whole, adverse real estate market conditions may weight

negatively on the appraised value of Klépierre’s portfolio as 

well as on the operating results it generates. 

Development and investment risks

Klépierre does not engage in office real estate development

activities. Its shopping center development business is restricted

to France, where two major risks have been identified:

• the cost of construction may end up higher than Klépierre’s

assessments: the building phase may take longer than expected,

technical difficulties may be encountered due to the complexity



of some projects and the prices of construction materials may

evolve adversely;

• Klépierre may have difficulty leasing up a project, which may

mean that the project is only partly leased up or being leased

up at lower rent levels.

Klépierre’s development projects outside France are limited 

to Continental Europe, where local or international partners,

rather than Klépierre, are responsible for the actual development.

This approach still exposes Klépierre to the commercial risk

described previously. Moreover, partners may be unable to deliver

the projects ordered or may be unable to do so within the

required timeframe.

In addition, Klépierre’s investments (in new projects, existing assets

or extensions) are subject to legal authorizations that may be

granted later than expected or that Klépierre or its partners could

fail to obtain. In any case, costs incurred initially (such as internal

or external studies) may not be postponed or cancelled.

The development and investment risks mentioned above could

lead to delays, to the cancellation of the contemplated

developments or investments, or to their completion at a higher

cost than expected. This in turn may have a negative impact on

Klépierre’s pipeline completion, results and financial situation.

Acquisition risks

Klépierre’s growth strategy is highly dependent on its ability 

to acquire real estate assets or companies holding them. 

This activity involves the following risks:

• Klépierre may have misjudged the expected return on assets

and therefore may have paid an inappropriate price for their

acquisition;

• Klépierre may have failed to detect hidden defects such 

as sub-letting, tenant practices that are hazardous to the

environment, or discrepancies between plans and the actual

construction of certain assets;

• Klépierre may encounter difficulties in completing 

an acquisition because of its impact on internal organization

(information technology, human resources).

Country risks

Klépierre considers Europe as its home market, and focuses its

investments on the Euro Area and on countries whose adoption

of the Euro in the medium to long term is likely.

Some countries in which Klépierre operates or may operate in

the future can present higher risk profiles than Klépierre’s historic

markets (France, Spain and Italy): the economic and political

background may be weaker and less stable, the regulatory framework

– including entry barriers – may be less favorable, and transactions

may be completed in local currencies that may be more volatile.

Country risks may adversely influence Klépierre’s results 

and its financial situation.

Risks associated with the focus 

on the shopping center segment

Klépierre’s strong focus on shopping centers make it more

dependent on this market segment, whose performance

depends on business conditions in the retail market in general

and on the level of consumption in particular. 

Moreover, competition between assets is specific to the

shopping center market, because the appearance of new

centers in the vicinity of Klépierre’s assets may attract some

customers away from the latter.

Therefore, shopping center occupancy rates may not always 

be as high as it is in general – with a potentially negative

impact on Klépierre’s operational results.

Tenant insolvency risks

Klépierre’s ability to collect rents depends on the solvency 

of its tenants, in particular in its office business, where tenant

insolvency risk is not as widely spread. Tenants may not pay 

on time, or may be in default, or Klépierre may need to reduce

the amount of rents invoiced by lease incentives to align lease

payments with the financial situation of some tenants. In all

these cases, tenant insolvency may hurt Klépierre’s operational

results.

Risks associated with Klépierre’s 
financing policy and financial activities

Interest-rate risk

Klépierre finances part of its investments through debt that 

is raised either with a fixed or a variable rate of interest.

Klépierre’s funding activities generate the following risks:

• the interest expense paid by Klépierre on its variable rate

debt is exposed to an increase in the interest rates to which

they are indexed;

• the market value of Klépierre’s fixed rate debt would increase

if market interest rates decreased;

• Klépierre may be exposed to the level of interest rates on 

a specific date, if it has planned to raise fixed rate debt to fund

a planned acquisition, for example.

Klépierre uses derivative instruments to hedge interest rate risks

such as swaps that enable it to pay a fixed or variable rate,
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respectively, on a variable or floating rate debt. The market value

of these instruments also fluctuates with the level of interest

rates. Since Klépierre applies IFRS accounting standards, such

fluctuations are reflected in Klépierre’s balance sheet and may

also be reflected in Klépierre’s income statement should hedge

relationships not be documented or cease to be documented,

or should existing hedges be only partially effective.

Liquidity risk

Klépierre’s strategy depends on its ability to raise financial

resources, either debt or equity, to fund its investments 

and acquisitions and refinance maturing debts.

Klépierre may not always have the desired access to capital, 

and may find it difficult to raise the funds needed or to do 

so under attractive terms and conditions. This type of situation

may be due to a crisis in debt or equity markets, to events 

in the real estate sector, to a downgrade in Klépierre’s corporate

credit rating, or to any other change in Klépierre’s activity,

financial situation or shareholding that could change investor

perception of its credit quality or investment appeal.

Some of Klépierre’s financing includes financial covenants 

in their legal documentation (mainly outstanding bond issues

and syndicated loans). Should Klépierre not be able to fulfill 

its commitments under these contracts, it may be subject 

to early repayment or may be asked to do so (depending 

on the particular case), forcing Klépierre to find new sources 

of funding or to renegotiate the debt.

Currency risk

Klépierre operates in some countries that have not yet joined

the Euro zone (i.e., Slovakia, the Czech Republic, Hungary and

Poland to date). In these countries, Klépierre’s exposure to

currency risks derives from the following elements:

• local currencies may depreciate between the time rents are

invoiced in euros and the time tenants pay those rents, creating

currency losses for Klépierre. In addition, a few leases are not

invoiced in euros but in dollars or in local currencies, which

creates additional risk on the amount of rents actually collected

in euros;

• fluctuations in local currencies also impact the level at which

local financial statements are converted to euros and integrated

into Klépierre’s consolidated financial statements;

• as most tenants are invoiced in euros, local currency

depreciation may make it difficult for them to cope with rent

payments and lead to a deterioration of their solvency.

Counterparty risk

When Klépierre uses derivative instruments such as swaps 

to hedge a financial risk, Klépierre’s counterparty may owe

Klépierre some payments during the lifetime of the instrument.

Insolvency of that counterparty may lead to delay or default 

in such payments, which would have an adverse impact on

Klépierre’s results.

Klépierre is also exposed to counterparty risks on its short-term

financial investments.



Legal, fiscal and regulatory risks

Regulatory risk

As an owner and manager of real estate assets, Klépierre must

comply with the regulatory rules in force in all of the countries

in which it operates. These rules pertain to several fields,

including corporate law, taxation, health and safety, the

environment, building developments, commercial licenses, 

leases and urban planning.

Changes in the regulatory framework may require adaptation 

in Klépierre’s activity, assets or strategy. For example, more

stringent safety regulations may generate additional

management costs, whereas lower barriers to market entry may

weigh negatively on the return on the assets located in that

area or encourage Klépierre to realign its investment strategy.

Klépierre may also be subject to sanctions in the event that one

or several tenants in one of its shopping centers fail to comply

with applicable standards.

All those regulatory risks may negatively affect Klépierre’s

results and the appraised value of its portfolio.

Tax risk associated with SIIC status

Klépierre has SIIC tax status, making it exempt from corporate

income tax. This status requires that Klépierre distribute 

a significant portion of its profit. Should Klépierre not be able

to fulfill this obligation, it may lose SIIC status, an event that

would likely weigh adversely on its activities and results.

Legal intelligence

Klépierre’s legal department and support departments work in

partnership with outside consultants to ensure that information

on new laws and regulations that could have a material impact

on the Group’s financial condition and its business development

is captured, processed and disseminated throughout the Group.

This intelligence-gathering extends to legislation and

regulations in every country in which the Group has equity

interests.

Environmental risks
In each country where it operates, Klépierre must comply 

with environmental laws pertaining to the presence or use 

of hazardous or toxic substances, the use of facilities that could

generate pollution, public health issues, including epidemics

(especially for shopping centers), ground pollution and

flooding.

Should Klépierre fail to comply with a regulatory requirement 

or suffer an environmental incident, its properties could lose

their appeal or Klépierre could be subject to sanctions, which

may generate costs and impair the Company’s reputation. 

Costs may also be incurred to defend the Company against

such environmental claims, or to enforce measures designed 

to remediate the newly identified environmental risks. 

To date, no quantified, comprehensive estimate has been made

of the Company’s environmental risks.

Insurance risks
Klépierre has contracted insurance coverage designed 

to protect the equity capital and revenue capacity of 

each of its core business segments.

Shopping centers

In 2005, Klépierre pursued the policy initiated in prior years 

to harmonizing the Company’s insurance programs in force.

Klépierre has now implemented insurance programs for France

and programs set up specifically for its international operations.

These programs have been built on the same basis, in the

interest of unifying the scope and level of coverage accorded

(replacement cost in the event of an insured loss,

compensation for loss of lease income equal to two years of

rent, insurance against the financial impact of damage to third

parties for which Klépierre is deemed liable, etc.) as well as 

the amount of the deductibles.

Klépierre was able to negotiate these programs due to the

substantial and growing volume of its insurable assets and to 

its reputation as an excellent risk. The combination of these two

factors has allowed Klépierre to obtain substantial reductions 

in premiums payable for 2006 for globally improved coverage.

These reductions are allocated to Klépierre’s tenants, since 

the cost of insurance coverage (with the exception of business

interruption coverage for lost rent) is re-invoiced in connection

with rental expense budgets.

To ensure the best possible fit between insured valued and

premiums paid, Klépierre regularly seeks independent expert

appraisals of its property values in France and abroad, both 

for its new acquisitions and its existing holdings.

Its environmental impairment liability policy, which covers

classified protected sites in France, was renewed with Assurpol.

In addition, the coverage taken out specifically for Ségécé 

and its subsidiaries was reviewed and harmonized, an ongoing

process that will be pursued in 2006.

For each construction project, a specific insurance program 

is contracted. Renovation projects are subject to a special
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insurance agreement that ensures the purchase of the coverage

needed for each type of job.

Offices

Properties in Klépierre’s portfolio are covered under a fleet

policy that includes replacement cost cover for property 

and compensation for rental income interruption due to the

occurrence of an insured loss (three years). Klépierre may from

time to time take out special construction coverage for major

renovations that it undertakes. Klégestion is insured under 

a professional third-party liability policy for its management

business.

Klépierre was able to obtain a 6% decrease in its insurance

premium payments when these policies came up 

for renewal. All insurance premiums are re-invoiced to tenants 

as part of building operating costs.

Risks associated 
with Klépierre’s Shareholder structure
Klépierre cannot predict the evolution of its shareholder

structure. In particular BNP Paribas, Klépierre’s current majority

shareholder, may choose to decrease or increase its holdings 

in Klépierre in the future. 

G – Corporate governance

To ensure transparency and to keep the public informed,

Klépierre has set up a series of measures based on corporate

governance recommendations, such as the creation of

Supervisory Board committees and the appointment of inde-

pendent members to the Supervisory Board. The Company

considers therefore that this new governance structure will

enable it to comply with current corporate governance systems.

I – List of mandates and duties
List of mandates and duties exercised in Klépierre by 

the Company’s governing bodies as at December 31, 2005.

Executive Board

Michel CLAIR

• Chairman, Klépierre Executive Board 

• Chairman, Duna Plaza Executive Board (Hungary)

• Permanent representative of Klépierre and member 

of the Supervisory Board of SCS Ségécé

• Chairman, SAS Valéry Développement

Member of the Executive Board:

• Krakow Plaza (Poland)

• Poznan Plaza (Poland)

• Ruda Slaska Plaza (Poland)

• Sadyba Centre SA (Poland)

Chairman of the Board of Directors:

• Klépierre Foncier Makédonia (Greece)

• Klépierre Athinon A.E. (Greece)

• Klépierre Nea Efkarpia (Greece)

• Klépierre Péribola Patras (Greece)

• Effe Kappa (Italy)

• Finascente (Portugal)

• Galeria Parque Nascente (Portugal)

• Gondobrico (Portugal)

• Klélou-Imobiliaria SA (Portugal)

• Klénord Imobiliaria (Portugal)

• Klépierre Portugal SGPS SA (Portugal)

• Klétel Imobiliaria (Portugal)

Member of the Supervisory Board:

• Arcol (Slovakia)

Member of the Board of Directors:

• Régie Immobilière de la Ville de Paris

• Les Trois Vallées

• GIE Astria
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• Place de l’Accueil (Belgium)

Trustee:

• Kléber La Pérouse SNC

• Kanizsa 2002 (Hungary)

Permanent representative of Klépierre, Member of the Board 

of Directors of Brescia SA

Jean-Michel GAULT

• Member of Klépierre Executive Board

• Member of the Board of Directors, Soaval

• Chairman of the Board of Directors, Place de l’Accueil

(Belgium)

Member of the Executive Board:

• Krakow Plaza (Poland)

• Sadyba Centre SA (Poland)

Vice-Chairman of the Board of Directors:

• Collegno (Italy)

Member of the Board of Directors:

• Cinémas de l’Esplanade (Belgium)

• Coimbra (Belgium)

• Foncière de Louvain-la-Neuve (Belgium)

• Klépierre Foncier Makédonia (Greece)

• Klépierre Athinon A.E. (Greece)

• Klépierre Nea Efkarpia (Greece)

• Klépierre Péribola Patras (Greece)

• ICD (Italy)

• IGC Spa (Italy)

• Klécar Italia (Italy)

• Kléfin Italia (Italy)

• Serravalle (Italy)

• Assago (Italy)

• Galleria Commerciale Cavallino (Italy)

• Galleria Commerciale Klépierre (Italy)

• Galleria Commerciale Solbiate (Italy)

• Immobiliare Magnolia (Italy)

• Novate (Italy)

• Klélou-Imobiliaria SA (Portugal)

• Klénord Imobiliaria (Portugal)

• Klépierre Portugal SGPS SA (Portugal)

• Klétel Imobiliaria (Portugal)

Member of the Supervisory Board:

• Duna Plaza (Hungary)

• Nyiregyhaza Plaza (Hungary)

• Arcol (Slovakia)

• Delcis CR (Czech Republic)

• Partner, KPSVR 2002 (Hungary)

Claude LOBJOIE

• Member of the Klépierre Executive Board

• Trustee, SNC Klégestion

• Sole director of GIE Klépierre Services

• Chairman of SAS CB Pierre

• Member of the Supervisory Board of SCS Ségécé

• Member of the Executive Board of Sadyba Centre SA (Poland)

• Member of the Supervisory Board of Duna Plaza (Hungary)

Member of the Board of Directors:

• Klépierre Foncier Makédonia (Greece)

• Klépierre Athinon A.E. (Greece)

• Klépierre Nea Efkarpia (Greece)

• Klépierre Péribola Patras (Greece)

• IGC spa (Italy)

Trustee:

• Debrecen 2002 (Hungary)

• Zalaegerszeg Plaza (Hungary)

Independent Advisor of SAS Comadim

Laurent MOREL

• Member of the Klépierre Executive Board

Chairman of the Board of Directors:

• Assago (Italy)

• Galleria Commerciale Cavallino (Italy)

• Galleria Commerciale Solbiate (Italy)

Member of the Supervisory Board:

• PCM (Hungary)

• AMC – Prague Sro (Czech Republic)

• FMC Central Europe Sro (Czech Republic)

Member of the Board of Directors:

• Centros Shopping Gestion (Spain)

• Ségécé Hellas (Greece)

Trustee:

• GYR 2002 (Hungary)

• UJ Alba 2002 (Hungary)

• Klépierre Krakow (Poland)

• Klépierre Pologne (Poland)

• Klépierre Poznan (Poland)

• Klépierre Sadyba (Poland)

• Klépierre Cz (Czech Republic)

Permanent representative of Ségécé, member of the Board 

of Directors:

• Devimo Sud (Belgium)

• Devimo Consult (Belgium)

• Devimo Progresso (Belgium)
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Trustee:

• Solorec

• CSPL 2002 (Hungary)

Member of the Executive Board of Sadyba Centre SA (Poland)

Permanent representative of Ségécé, member of the Board 

of Directors of Sembega

Supervisory board

Dominique HOENN

• Chairman of the Supervisory Board of Klépierre

• Senior Adviser, BNP Paribas

• Chairman of the Board of Directors of Paribas International

• Chairman of the Board of Directors of BNP Private Equity

• Vice-President of the Supervisory Board of Euronext NV

(Amsterdam)

• Member of the College of Autorité des Marchés Financiers

Member of the Board of Directors:

• BNP Paribas Securities Services

• BNP Paribas Luxembourg SA

• Cobepa (Brussels)

• Clearstream International (Luxembourg)

• LCH Clearnet (London)

Christian MANSET

• Vice-Chairman of the Supervisory Board of Klépierre

• Chairman of Compagnie Financière Ottomane SA (Luxembourg)

• Member of the Board of Directors of Compagnie Financière

de Paris

Jérôme BÉDIER

• Member of the Supervisory Board of Klépierre

• Member of the Supervisory Board of Générale de Santé

• Executive Chairman of the Fédération des Entreprises du

Commerce et de la Distribution (Federation of Retail and

Distribution Companies)

• Member of the Executive Committee of the France’s employers

confederation, Medef

• Chairman of the Board of Directors, Fondation de la Croix

Saint-Simon

• Independent Advisor of the Board of Directors of Eco-Emballages

François DEMON

• Member of the Supervisory Board of Klépierre

• Chairman and CEO of KLE 66

• Chairman and CEO of Société de Participations Mobilières

• Chairman of SAS BNP Paribas Participations

Éric RANJARD

• Vice-Chairman of the Klépierre Executive Board 

• Trustee, SCS Ségécé

• Chairman of the Supervisory Board of SCS Ségécé

• Chairman of the National Council of Shopping Centres

Chairman of the Board of Directors:

• SAS Soaval

• SA Les Cinémas de l’Esplanade (Belgium)

• SA Coimbra (Belgium)

• Devimo Consult (Belgium)

• Devimo Progresso (Belgium)

• Devimo Sud (Belgium)

• Foncière de Louvain-la-Neuve (Belgium)

• Centros Shopping Gestion (Spain)

• Ségécé Hellas (Greece)

• IGC spa (Italy)

• Klécar Italia (Italy)

• Kléfin Italia (Italy)

• Serravalle (Italy)

• Collegno (Italy)

• Galleria Commerciale Klépierre (Italy)

• PSG (Italy)

• Finascente (Portugal)

• Galeria Parque Nascente (Portugal)

• Gondobrico (Portugal)

• Klélou-Imobiliaria (Portugal)

• Klénord Imobiliaria (Portugal)

• Klépierre Portugal SGPS (Portugal)

• Klétel Imobiliaria (Portugal)

• SA Sogecaec (Portugal)

Vice-Chairman of the Board of Directors:

• ICD (Italy)

• Srl Immobiliare Magnolia (Italy)

• Novate (Italy)

Chairman of the Supervisory Board:

• PCM (Hungary)

• Amac Sro (Slovakia)

• Arcol (Slovakia)

• Delcis (Czech Republic)

Member of the Supervisory Board:

• Duna Plaza (Hungary)

• AMC - Prague Sro (Czech Republic)

• FMC Central Europe Sro (Czech Republic)

Member of the Board of Directors:

• ICD (Italy)

• PSG (Italy)
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Executive Vice-President, not member of the Board of Directors:

• Paribas International

• OGDI

Permanent representative of Compagnie Auxiliaire d’Entreprises

et de Chemins de Fer, member of the Board of Directors

• KLE 73

• Société Centrale d’Investissements

• Permanent representative of SAS BNP Paribas Participations,

director of CAPEFI

Bertrand de FEYDEAU

• Member of the Supervisory Board of Klépierre

• Administrator of Economic Affairs of Association Diocésaine

• Chairman and CEO of AXA Immobilier SAS

Member of the Board of Directors:

• AXA Aedificandi “Cœur Défense” (UCITS)

• Bail Investissement

• Gecina

• Société Beaujon SAS

• SITC SAS

• Ahorro Familiar

Independent advisor:

• Affine

• Sefri Cime

Bertrand JACQUILLAT

• Member of the Supervisory Board of Klépierre

• Chairman and CEO of Associés en Finance

Member of the Board of Directors:

• Total SA

Bertrand LETAMENDIA

• Member of the Supervisory Board of Klépierre

• Trustee, SNC AGF Immobilier

• Trustee, SNC Phénix Immobilier

• Member of the Board of Directors, Sogeprom

• Chairman of SAS Établissements Paindavoine

• Chairman of SAS Étoile Foncière et Immobilière

• Chairman of SAS Financière Cogedim Laennec

• Chairman of SAS INVCO

• Chairman of SAS Kléber Lamartine

• Chairman of SAS Madeleine Opéra

• Chairman of SAS Kléber Passy

• Chairman of SAS Société Foncière Européenne

• Chairman of SAS Société de Négociations Immobilières 

et Mobilières Maleville - SONIMM 

• Chairman of Vernon SAS

Trustee:

• SNC AIP

• Allianz Immo 3 EURL

• EURL 20/22 rue Le Peletier

• EURL Business Vallee II

• SARL de l’Étoile

• SARL Relais de la Nautique

• SCCV 48-50 Henri Barbusse

• SCCV 33 rue La Fayette

• Société de Construction et de Gestion Immobilière des Mesoyers

• SCI Remaupin

• SCI 3 route de la Wantzenau “Les Portes de l’Europe”

• SC Prelloyd Immobilier

• SCI Via Pierre 1

• SCI Le Surmelin

Vivien LÉVY-GARBOUA

• Member of the Supervisory Board of Klépierre

• Member of the Executive Committee, BNP Paribas

• Head of Compliance and Coordination of Internal Control

at BNP Paribas

• Member of the Supervisory Board of BNP Paribas Immobilier

• Member of the Supervisory Board of Presses Universitaires de France

Member of the Board of Directors:

• BNP Paribas (GB)

• BNP Paribas SA (Switzerland)

• BNP Paribas Luxembourg

• Compagnie d’Investissements de Paris

• Financière BNP Paribas

Alain PAPIASSE

• Member of the Supervisory Board of Klépierre

• Chairman of the Supervisory Board of BNP Paribas Immobilier

• Chairman of the Board of Directors of BNP Paribas Private Bank

• Chairman of the Board of Directors of BP2S

• Chairman of the Board of Directors of UEB

Member of the Board of Directors:

• Cortal Consors

• BNP Paribas Assurance

• BNP Paribas Private Bank (Switzerland)

• BNP Paribas Switzerland

• BNP Paribas UK Holdings Ltd

• Permanent representative of Sicovam Holding, 

member of the Board of Directors of Euroclear plc
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II – Summary of important agreements

Important acquisition contracts

2004

Purchase agreement of a portfolio of shopping centres in

Hungary

• Signed on July 30, 2004.

• Seller: Plaza Centers Europe.

• Object:

– acquisition of several companies that directly or indirectly

own 12 shopping centres in Hungary;

– acquisition of a 50% interest in the management company

PCM Hongrie.

• Amount of the transaction: €279.7 million.

• Guarantees given by the seller: the usual guarantees for this

type of transaction.

• Licence to use the Plaza Centers brand in Hungary granted 

for a 99-year period.

2005

Purchase agreement of a portfolio of shopping centres 

in Poland and the Czech Republic

• Signed on July 29, 2005.

• Seller: Plaza Centers Europe.

• Object:

– acquisition of several companies owning four existing

shopping centres in Poland;

– agreement for the future acquisition of companies that own 

3 shopping centres in Poland either under construction or 

to be built. For one of the centres located in Lublin, the seller

granted a put option that will be exercised on the condition

precedent that the seller first acquires all the company’s

securities (50% of the company’s securities are currently

owned by a third party);

– agreement for the acquisition of companies that own 

2 shopping centres in the Czech Republic either under

construction or to be built;

– acquisition of the remaining securities of the Hungarian

management company (PCM Hongrie), the acquisition 

in 2004 concerned only 50% of the company’s securities 

– acquisition of a 100% interest in the Polish management

company (PCM Pologne);

• Amount of the transaction concerning existing shopping

centres in Poland: €193 million.

• Guarantees given by the seller: the usual guarantees for this

type of transaction.

• Licence to use the PCM brand in Poland, granted for 

a 99-year period.

Important financing contracts

2004

Finance contract signed on July 20, 2004

• Lenders: BNP Paribas, HSBC, RBS.

• Purpose: credit for a maximum amount of €250 million.

• Repayment terms: to be paid back latest by July 28, 2009.

• Conditions of use: one or more drawdowns.

• Interests: indexed on the Euribor rate plus a margin defined

according to a Loan To Value ratio (total amount of the loan

divided by the reappraised value of the property).

• Non-utilisation fees, if applicable.

• Financial covenants:

– a Loan To Value ratio limited at 52%;

– hedging of financial expenses with EBITDA of at least 2.5;

– and a percentage of secured debts divided by the

reappraised value of the property limited to 15%.

This tranche had been used in full as of December 31, 2005.

Bond loan of July 15, 2004

• Parties: banking syndicate led by BNP Paribas (lead bank and

bookrunner) and Merrill Lynch (lead bank).

• Purpose: bond loan for a maximum amount of €600 million.

• Repayment terms: to be paid back latest by July 15, 2011.

• Interests: fixed rate of 4.625%

• Listed on the Luxembourg Bourse.

• Standard clauses: for Eurobond type bonds.

• Special clauses:

– the option for an early redemption for bearers in the event 

of a change in the voting right structure that results in the

downgrading of the Standard and Poor’s (or another rating

agency) rating to below BBB-;

– case of default: if the debts backed by assets given as

guarantees to third parties exceed 50% of the restated net

assets.



2005

Bridge loan contract of July 28, 2005

• Lender: BNP Paribas.

• Purpose: credit for a total final amount of €400 million.

• Repayment terms: earliest between March 31, 2006 

and the date of signing of a new long-term finance contract.

• Conditions of use: one or more drawdowns.

• Interests: indexed on the Eonia rate plus a fixed margin.

This financing had been drawn down by €275 million as 

at December 31, 2005.

These two finance contracts were paid back at the beginning

of 2006.

2006

Finance contract signed on January 31, 2006

• Lenders: BNP Paribas, Royal Bank of Scotland, HSBC, BBVA,

BECM and Fortis.

• Purpose: credit for a maximum amount of €1.5 billion.

• Repayment terms: to be paid back latest by January 31, 2013.

• Conditions of use: a first tranche A comprising a swingline

loan for a maximum amount of €300 million; a medium-term

tranche B for a maximum amount of €1.2 billion. The two

tranches can be used as drawdowns.

• Interests: interests are indexed on the Euribor plus a margin

defined according to a Loan To Value ratio. The interest rate

used for swingline loans is the Eonia index. 

• Non-utilisation fees, if applicable.

• Financial covenants:

– a Loan To Value ratio limited at 52%;

– hedging of financial expenses with EBITDA of at least 2.5;

– and a percentage of secured debts divided by the

reappraised value of the property limited to 20%.

III – List of common conventions and regulated conventions

List of conventions in force elaborated under normal and current conditions 
signed between Klépierre and its affiliates
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DateObjectParty to the contract

BNP Paribas Finance contract (€135 million) December 22, 2004

BNP Paribas Bridge loan contract (€50 million raised July 28, 2005 + riders of November 28, 2005, 

to €200 million and then €400 million) December 5, 2005 and December 20, 2005

BNP Paribas Securities Services Custody contract April 20, 2004

BNP Paribas Syndicated loan (€770 million raised to €800 million) March 27, 2003 + riders of December 19, 2003 

and March 30, 2005

BNP Paribas Syndicated loan (€250 million) July 20, 2004 rider of March 23, 2005

BNP Paribas Trust Management mandate (Capucine BV, December 20, 2001

formerly Central European Retail Fund BV)

Klépierre Conseil Financial and legal engineering agreement (Delcis CR) May 3, 2005 (expiration date: December 31, 2005)

Klépierre Conseil Financial and legal engineering agreement November 22, 2005 (expiration date: March 31, 2006)

(Galerie commerciale de Rennes Colombia)

BNP Paribas (payer of the floating rate) Swap (No. 1935869.MD1935869) January 9, 2006

BNP Paribas (payer of the floating rate) Swap (No. 1932518.MD1932518) January 4, 2006

BNP Paribas (payer of the floating rate) Standard Swap (No. 1825679.MD1825679) August 31, 2005

BNP Paribas (payer of the floating rate) Standard Swap (No. 1784407.MD1784407) July 7, 2005

BNP Paribas (payer of the floating rate) Standard Swap (No. 1712141.MD1712141) April 11, 2005

BNP Paribas (payer of the floating rate) Standard Swap (No. 1612553.MD1612553) December 20, 2004

BNP Paribas (payer of the floating rate) Standard Swap (No. 1612549.MD1612549) December 20, 2004
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BNP Paribas (payer of the floating rate) Standard Swap (No. 1612550.MD1612550) December 20, 2004

BNP Paribas (payer of the floating rate) Standard Swap (No. 1612251.MD1612551) December 20, 2004

BNP Paribas (payer of the fixed rate) Swap (No. 1470658.MD1470658) June 30, 2004

Klépierre Finance Automatic cash centralisation agreement November 30, 2000

Ségécé Search mandate for Klépierre – Initial: November 23, 1998

– General rider: December 27, 1999

– Rider No. 1 Carrefour: March 24, 2000

– Rider No. 2: November 3, 2000

– Rider No. 2 for the Carrefour operation: March 29, 2001

– Rider No. 3 for the Carrefour operation: January 3, 2005

– Rider for the Valenciennes substitution operation:

January 9, 2004

– Rider for the Quétigny substitution operation: 

February 23, 2004

Ségécé Search mandate, arrangement, follow-up and April 21, 2004

operational management for Klépierre in Europe, 

excluding France

Ségécé Search mandate, loan arrangement, follow-up and April 21, 2004 + rider for Angers-Saint-Serge 

operational management for Klépierre in France substitution operation: January 4, 2006

Holding Gondomar 3 Finance contract September 1, 2005

Holding Gondomar 1 Finance contract September 1, 2005

Exane BNP Paribas Liquidity contract September 14, 2005

Klépierre Participations et Financements Overdraft July 30, 2004; August 20, 2004; September 9, 2004;

October 1, 2004; October 6, 2004 + rider No. 1: 

October 20, 2004 and rider No. 2: November 24,

2004; October 14, 2004; October 28, 2004

Klépierre Vallecas Loan December 1, 2004, + rider No. 1: January 1, 2006

Novate SRL Loan December 1, 2004

Delcis CR Loan April 4, 2005

Arcol Loan April 4, 2005

Galeria Commerciale Klépierre Loan April 28, 2005

Klépierre Krakow Spzoo Loan July 29, 2005 + rider of January 1, 2006

Klépierre Poznan Spzoo Loan July 29, 2005 + rider of January 1, 2006

Klépierre Sadyba Spzoo Loan July 29, 2005 + rider of January 1, 2006

Krakow Plaza Spzoo Loan July 29, 2005

Poznan Plaza Spzoo Loan July 29, 2005 + rider of January 1, 2006

Ruda Slaska Plaza Spzoo Loan September 8, 2005

Capucine BV Loan April 1, 2005 + rider of January 1, 2006

Foncière de Louvain-la-Neuve Loan December 1, 2004 + rider of January 1, 2006

Kléfin Italia Loan December 1, 2004 + rider of January 1, 2006

Klépierre Vinaza Loan December 1, 2004

Magnolia Loan December 1, 2004

21 Kléber Overdraft April 4, 2001 + rider of December 1, 2003

21 La Pérouse Overdraft

23 avenue de Marignan Overdraft

DateObjectParty to the contract
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Opale Overdraft

Klépierre Conseil Overdraft

Issy Desmoulins Overdraft

KLE 1 Overdraft Shareholders General Meeting April 16, 2003

LP 7 Overdraft

SNC Jardin des Princes Overdraft

SNC Maille Nord Overdraft

Antin Vendôme Overdraft

SNC Barjac Victor Overdraft

Bassin Nord Overdraft December 18, 1998

Cécoville Overdraft Shareholders General Meeting June 16, 1999

Le Havre Capelet Overdraft Shareholders General Meeting April 10, 2003

Le Havre Tourneville Overdraft December 8, 2003

Klémurs Overdraft

Kléber La Pérouse Overdraft

OPDF Overdraft

Socoseine Overdraft

Nancy Bonsecours Overdraft

Sodevac Overdraft

Sovaly Overdraft

Bègles Papin Overdraft November 5, 2003

Solorec Overdraft

Espace Cordeliers Loan December 20, 2004

Le Havre Vauban Loan December 20, 2004

Le Havre Lafayette Loan December 20, 2004

GAM Overdraft

Espace Dumont d’Urville Overdraft

Espace Kléber Overdraft

SNC Général Leclerc n° 11.11 BIS Levallois Overdraft

CB Pierre Overdraft

Foncière Saint-Germain Overdraft December 5, 2003

Saint André Pey Berland Overdraft

Tour Marcel Brot Overdraft

Marseille Le Merlan Overdraft December 23, 2002

Tours Nationale Overdraft

Angoumars Overdraft

Combault Overdraft

Doumer Caen Overdraft July 5, 2004

SCOO Overdraft

Klétransactions Overdraft December 20, 2004

SCI La Plaine du Moulin à Vent Overdraft April 22, 2005 + rider No. 1: May 17, 2005

Melun Saints-Pères Overdraft

Klépierre Portugal Loan December 1, 2004

Pasteur Overdraft January 16, 2003

DateObjectParty to the contract
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Klépierre Participations et Financements Guarantee for a finance loan of €165,000,000 December 22, 2004

BNP Paribas

BNP Paribas Joint surety for Sodevac December 15, 2003

BNP Paribas Joint sureties for Klépierre Portugal SGPS December 20, 2002

December 10, 2003

BNP Paribas Joint sureties for Klétransactions December 26, 2005

BNP Paribas Joint sureties for Galeria Parque Nascente December 14, 2005

BNP Paribas Bank account

Klégestion Management mandate January 3, 1997

Klégestion Non-exclusive mandate for selling March 15, 2005

the “Champlan” building

Klégestion Non-exclusive mandate for selling the building located September 21, 2005

at 138/144 bd Malesherbes in the 17th district of Paris

Klécar France Service agreement in view of the purchase March 30, 2001

of real estate assets 

Klécar France Mandate for setting up the Carrefour operation July 1, 2000

Ségécé Asset management No. 12/16 (Rennes Colombia) January 3, 2006

DateObjectParty to the contract

Regulated conventionDate 
of authorisation

granted by the SB Date Object

List of regulated conventions that continued to be implemented in 2005

June 22, 2001 July 9, 2001 Bond loan: BNP Paribas (signatory)

Subscription Agreement 

June 22, 2001 July 10, 2001 Bond loan: BNP Paribas Luxembourg 

Fiscal Agency Agreement and BNP Paribas Securities Services

May 26, 2004 July 9, 2004 Bond loan: BNP Paribas (signatory)

Subscription Agreement 

May 26, 2004 July 15, 2004 Bond loan: Fiscal Agency Agreement BNP Paribas Securities Services and BNP Paribas

Securities Services, Luxembourg Branch

October 7, 2004 October 14, 2004 Modification of remuneration - SAS Klépierre Conseil, Claude Lobjoie

Service agreement (rider No. 3)

List of regulated conventions signed in 2005

December 16, 2004 January 13, 2005 Share purchase and debt transfer agreement Klépierre – Natio Vie (BNP Paribas Assurances)

(shares of SCOO, formerly Secmarne)

Share purchase agreement (shares of SCOO, Klétransactions SNC – Natio Vie (BNP Paribas Assurances)

formerly Secmarne)

December 16, 2004 April 8, 2005 Merger treaty between SAS Secmarne, Klépierre (common manager)

SAS Toulouse Mermoz, SCI Noble Galerie, SCI Aurora, 

SCI Orengal, SC Noble Restauration 

and SCI Noble Cafétéria

December 15, 2005 December 16, 2005 Service agreement relating to the performance Éric Ranjard

of shopping centre consulting and assistance services 

Participant
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IV – Remuneration and benefits of governing bodies – Composition of the Supervisory Board 
and the Executive Board – Judgement for fraud

Gross salaries2005
Company officers Fixed Variable

Directors’
fees

Executive Board

Michel CLAIR 282 990 130 000 2 687 415 677

Jean-Michel GAULT 130 350 63 300 3 213 5 488 202 351

Claude LOBJOIE 182 960 100 600 1 237 23 050 307 847

Laurent MOREL 130 000 35 000 2 316 8 069 175 385

Éric RANJARD 275 100 250 000 3 881 528 981

Supervisory Board

Jérôme BÉDIER 14 681 14 681

François DEMON 10 399 10 399

Bertrand de FEYDEAU 17 058 17 058

Dominique HOENN 14 975 14 975

Bertrand JACQUILLAT 16 470 16 470

Bertrand LETAMENDIA 20 931 20 931

Vivien LÉVY-GARBOUA 20 931 20 931

Christian MANSET 23 308 23 308

Jean NUNEZ 3 988 3 988

Alain PAPIASSE 5 350 5 350

Laurent TRECA 1 905 1 905

in euros

Benefits 
in kind

Pension 
benefit

Total 
remuneration

Gross salaries2004
Company officers Fixed Variable

Directors’
fees

Executive Board

Michel CLAIR 282 990 85 000 3 050 371 040

Éric RANJARD 267 621 215 000 3 050 485 671

Claude LOBJOIE 182 849 71 500 3 050 257 399

Supervisory Board

Vivien LÉVY-GARBOUA 24 107 24 107

Jérôme BÉDIER 15 033 15 033

Bertrand de FEYDEAU 17 239 17 239

Dominique HOENN 16 739 16 739

Bertrand JACQUILLAT 15 283 15 283

Bertrand LETAMENDIA 17 489 17 489

Christian MANSET 26 063 26 063

Jean NUNEZ 9 871 9 871

Laurent TRECA 8 166 8 166

in euros

Benefits 
in kind

Total 
remuneration

Remuneration and benefits of management bodies

Remuneration of Executive Board members
The remuneration of members of the Executive Board and 

the Executive Committee is broken down into a fixed part and a

variable part. The variable part of the remuneration is determined

overall for the six members of the Executive Committee by

applying a performance-related coefficient to the total of fixed

salaries. Of this total amount, 70% is divided in proportion 

to their fixed salaries and 30% according to the achievement 

of personal targets.
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Audit (1)

– Auditing, certification and review of individual 

and consolidated financial statements 438 60 435 56 537 90 486 96

– Services directly linked to their duties as Statutory Auditors 295 40 203 26 62 10 20 4

Sub-total 733 100 638 82 599 100 506 100

Other services

– Legal, fiscal and labour-related – 140 18

Sub-total 140 18

TOTAL 733 100 778 100 599 100 506 100
(1) Including services of independent accountants or from the network, at the Statutory Auditor’s request for the certification of the financial statements. in thousands of euros

20052004

Supervisory Board

Dominique HOENN (2) (3) Date of first appointment: Annual General Meeting of April 8, 2004.

Chairman of the Board End of term: Annual General Meeting called to rule on the 2006 financial statements. 

Owns 100 shares.

Christian MANSET (1) (3) Date of first appointment: Annual General Meeting of July 21, 1998.

Vice-Chairman of the Board End of term: Annual General Meeting called to rule on the 2005 financial statements. 

Owns 429 shares.

Jérôme BÉDIER (3) Date of first appointment: Annual General Meeting of April 8, 2004.

Board Member End of term: Annual General Meeting called to rule on the 2007 financial statements. 

Owns 100 shares.

François DEMON (3) Date of first appointment: Annual General Meeting of April 7, 2005.

Board Member End of term: Annual General Meeting called to rule on the 2007 financial statements. 

Owns 60 shares.

Bertrand de FEYDEAU (2) (3) Date of first appointment: Annual General Meeting of July 21, 1998.

Board Member End of term: Annual General Meeting called to rule on the 2006 financial statements. 

Owns 313 shares.

Bertrand JACQUILLAT (1) Date of first appointment: Annual General Meeting of April 12, 2001.

Board Member End of term: Annual General Meeting called to rule on the 2005 financial statements. 

Proposed for re-election by Annual General Meeting of April 7, 2006.

Owns 625 shares.

Fees paid to Statutory Auditors
for fiscal 2004 and 2005

Amount % Amount %Amount % Amount %

Ernst & Young Mazars & GuérardMazars & GuérardErnst & Young



Bertrand LETAMENDIA (1)(2) Date of first appointment: Annual General Meeting of July 21, 1998.

Board Member End of term: Annual General Meeting convened to rule on the 2005 financial statements. 

Proposed for re-election by Annual General Meeting of April 7, 2006.

Owns 312 shares.

Vivien Lévy-Garboua (1)(2) Date of first appointment: Annual General Meeting of April 12, 2000.

Board Member End of term: Annual General Meeting convened to rule on the 2006 financial statements.

Owns 600 shares.

Alain Papiasse (1) Date of first appointment: Annual General Meeting of April 7, 2005.

Board Member End of term: Annual General Meeting convened to rule on the 2007 financial statements. 

Owns 60 shares.

There is no employee representative on the Supervisory Board.

(1) Member of the Audit Committee. 
(2) Member of the Appointments and Remunerations Committee. 
(3) Member of the Investment Committee. 

Remuneration of members 
of the Supervisory Board
The amount of directors' fees paid in fiscal 2005 to all 

the members of the Supervisory Board totalled €149 994.

Meetings of the Supervisory Board
The Board held seven meetings in 2005.

Appointments, functioning 
and powers of the Supervisory Board
The Supervisory Board is composed of a minimum of three 

and a maximum of twelve members who are elected by 

the Annual General Meeting of Shareholders.

For the duration of their term, members of the Supervisory

Board must each own at least sixty shares.

Members of the Supervisory Board are elected for a three-year

term, subject to the requirements of annual renewal of a third

of the Board.

The duties of a member of the Supervisory Board expire at the

end of the Annual General Meeting of shareholders that meets

to adopt the accounts of the past year and held in the year 

on which the term of said member expires.

The Supervisory Board elects a Chairman and a Vice-Chairman

from among its members.

It meets as often as the interests of the Company require,

either at the registered office or at any other venue. 

Meetings are called by the Chairman, and the Board examines

all questions on the agenda drawn up by the Chairman 

or the Board ruling by simple majority.

At least half of the Board’s members must be present for

proceedings to be considered valid.

Decisions are adopted by the majority of members present 

or represented.

The Supervisory board is in charge of the permanent oversight

of the company’s management by the Executive Board. 

At any time during the year, it conducts any audits and controls

that it deems necessary and can ask for all documents that it

considers necessary for carrying out its duties.

The Supervisory Board may decide to create committees to

examine questions that it or its Chairman submit for their

opinion.

The Supervisory Board draws up rules of procedure according

to which it exercises its powers and grants delegations to its

Chairman.

Klépierre’s articles of association do not provide for 

the appointment of an independent advisor.
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Executive Board

Michel CLAIR

Chairman of the Executive Board

Owns 9 472 shares

Éric RANJARD

Vice-Chairman of the Executive Board

Owns 18 003 shares

End of term: January 1, 2006 (00:00 hours)

Jean-Michel GAULT

Member of the Executive Board

Owns 262 shares

Claude LOBJOIE

Member of the Executive Board

Owns 720 shares

Laurent MOREL

Member of the Executive Board

Owns 30 shares

Executive Board meetings
The Executive Board meets once every week.

Appointments, functioning 
and powers of the Executive Board
The Company is managed by an Executive Board. The Supervisory

Board elects the members of the Executive Board and determines

their number within the legal limits.

The Supervisory Board is appointed for three years. The

Supervisory Board elects one of the Executive Board members

to be its Chairman. The Chairman carries out his duties

throughout his term as member of the Executive Board. 

The Chairman of the Executive Board represents the Company

in its relations with third parties.

The Supervisory Board may assign the same power of

representation to one or more members of the Executive Board

who will bear the title of Chief Executive Officer.

The Executive Board meets as often as the Company’s interests

require. These meetings are held at the head office 

or at any other venue as indicated in the notice of meeting.

At least half of the Executive Board members must be present

for proceedings to be considered valid. Decisions are adopted

by the majority of votes of members present and represented.

The Executive Board is vested with the most extensive powers

to act on behalf of the Company in all circumstances. It

exercises these powers within the limits of the corporate object,

subject however, to those expressly attributed by law and the

articles of association to the Supervisory Board or General

Meetings.

Under the control of the Supervisory Board, it must in

particular:

• present a report to the Supervisory Board about the

Company’s affairs, at least once every quarter;

• present the annual financial statements, and if applicable, 

the consolidated financial statements to the Supervisory Board

for auditing and control, within three months after each balance

sheet date.

The Executive Board draws up rules of procedure according to

which it exercises its powers, grants delegations and designate

Executive Directors.

Loans and guarantees granted to members 
of management bodies.
None.

Service agreements binding members 
of the Supervisory Board or Executive Board 
to the Company or to any one of its subsidiaries 
and which provide for the granting of benefits 
in application of the agreement
A service agreement was signed on December 16, 2005

between Éric Ranjard and U3C, a company of which he is 

a trustee. Under this contract, U3C provides the Company 

with consulting services concerning the search for operations

and shopping centre management. As such, U3C steps in 

at the Company’s request for all aspects concerning the

development and acquisition of shopping centres as well 

as the financial arrangement and the follow-up of the files

presented to it. This contract is entered into for two years.

To the best of the Company’s knowledge:

• there are no family ties between members of the Executive

Board and/or members of the Supervisory Board;

• none of the members of the Executive Board and/or members

of the Supervisory Board have been convicted for fraud in 

the last five years;

• none of the members of the Executive Board and the

Supervisory Board have been associated with a bankruptcy 

or gone into receivership as a member of an administrative,



H – Capital and shareholding structure

I – History

Klépierre as it is today, was formed at the end of 1990 from 

the split-up of Locabail-Immobilier, whose ordinary rental

properties it maintained.

Since then, Klépierre has been focusing on its two core

businesses: the holding and management of high-end office

buildings in Paris and the Greater Paris Area, and shopping

centres in France and the rest of Europe.

At the end of 1998, Klépierre made a strategic bid to become a

major player in the creation of new business sites in Continental

Europe by acquiring an initial site in Italy. It develops its French

businesses through its subsidiary Ségécé.

At the time, the Group’s principal Shareholder was Compagnie

Bancaire who had a 51% interest. The merger of this group with

Paribas in May 1998 provided Klepierre with the opportunity 

of carrying out several business combinations during the year.

They included the takeover-merger of Compagnie Foncière 

and the contribution of all the securities of Foncière Chaptal.

These acquisitions radically changed the Company’s size 

and reinforced its positioning in its core investment sectors.

On July 17, 2000, Klépierre signed a major contract with the

Carrefour group concerning the acquisition of 160 shopping

centres adjoining the superstores of the leading retailer brand

as well as a management and development partnership.

This investment was estimated at over 1.6 billion euros. In

addition to the 47 Spanish shopping centres acquired at the

end of 2000, Klépierre acquired 74 other centres in 2001,

mainly located in France, 15 in 2002 and 14 in 2003. At the

end of 2004, it had acquired a total of 151 shopping centres

mainly in France and Spain, taking the number of acquisitions

required under the agreement to over 96%. Klépierre embarked

on the second phase of the Carrefour agreement, consisting 

in a priority right on all the new sites developed by Carrefour 

in Continental Europe (late 2001) for 5 new Spanish shopping

centres and Loures shopping centre in Portugal (2002).

In 2002, Klépierre shored up its position in Italy by:

• acquiring 11 Carrefour shopping centres;

• partnering with Finim to create PSG, the leading Italian

manager of shopping centres;

• signing a strategic agreement with Finiper to acquire 

a 40% stake in IGC (owner of 9 Finiper shopping centres) 

and a partnership to develop new shopping centres.

In 2003, with 28 shopping centres acquired, Klépierre

management or supervisory body or as Chief Executive Officer

within the last five years;

• no incrimination and or official public sanction has been

furnished or pronounced against any of the members of the

Executive or Supervisory Boards; no member has been

prevented by a court from acting as a member of an

administrative, management or supervisory body of an issuer 

or managing or running the affairs of an issuer in the last 

five years;

• there is no potential conflict of interest between the exercise

of the duties, with respect to the issuer, of any of the members

of the Executive Board or Supervisory Board and their private

interests and/or other duties;

• no member of the Executive Board or Supervisory Board 

has been prevented by a court from acting in a capacity 

as a member of an administrative body, a management 

or supervisory body of an issuer or from contributing 

to the management of an issuer in the last five years.

Insider employees
In accordance with recommendation No. 2002-01 of the stock

market regulatory authority, Commission des Opérations de

Bourse, members of the Supervisory and Executive Boards are

required to disclose their dealings in the Company’s securities

and are prohibited from acting in a personal capacity on

Klépierre’s securities during the following periods:

• for each calendar quarter, during the period between the first

day of the quarter and the day Klépierre publishes its

consolidated revenues, occurring during the quarter in question;

• for each calendar half-year, during the period between 

the first day of the half-year and the day Klépierre publishes 

its annual or half-year consolidated revenues, occurring during

the half-year in question;

• in the time between the date on which Klépierre is apprised 

of information that could have a significant impact 

on the Company’s stock price, if it were to be made public, 

and the date this information is made public.

This procedure has been extended to employees who are

classified as permanent insiders.

The terms under which these rules are to be applied are defined

in an internal practice note, which is regularly updated by the

Klépierre group’s ethics department.
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consolidated its existing positions in the shopping centre

sector in France, Spain, Italy and Greece. With the addition 

of two countries, Portugal, where Klépierre acquired three

shopping centres including the Porto Gondomar shopping

centre, which was a joint purchase from Eiffage with Prédica, the

Group reached its critical mass with 4 owned shopping centres.

Klépierre also carried out its first investment in the Czech

Republic with the Novy Smichov shopping centre in Prague.

It extended its network of management subsidiaries with the

creation of Sogecaec in Portugal.

In 2003, Klépierre also opted for the French tax status of

Sociétés d’Investissements Immobiliers Cotées (SIIC). In 2004,

the Group continued with its expansion in France, Italy and

Spain with the acquisition of six shopping centres. Klépierre

also gained a strategic position in Hungary with the acquisition

of 12 shopping centres as well as a 50% interest in a local

management company, Plaza Centers Management, through its

subsidiary Ségécé. It raised its stake in IGC from 40% to 50%

at the end of November.

Ségécé reinforced its European management network with 

the creation of Ségécé Hellas (Greece) and the acquisition of

the remaining 50% stake in Centros Shopping Gestion (Spain).

In 2005, Klépierre acquired 9 shopping centres, 4 of which

were in Poland. This was a new country for the Group, and 

the acquisition was the result of the agreement signed 

with Plaza Centers Europe at the end of July. On this occasion,

Ségécé wholly acquired the subsidiary in charge of managing

the Polish shopping centres and took over the full control 

of PCM Hongrie by acquiring the remaining 50% interest 

in this company. Klépierre also carried out its first investment 

in Belgium with the L’esplanade shopping centre in Louvain-la-

Neuve.

The Klépierre Executive Board welcomed two new members,

Jean-Michel Gault and Laurent Morel, in June 2005. At the

same time, the Vice-Chairman, Éric Ranjard, announced his

retirement at the end of December.

With 231 owned shopping centres and 335 under management

at the end of December 2005, Klépierre is a market leader 

in France, Spain, Italy, Hungary and Belgium. It is the second

largest owner and the leading manager of shopping centres 

in Continental Europe through Ségécé and its network of

management companies.

II – General information

Corporate name
Klépierre

Trade and Companies Registry
780 152 914 RCS PARIS

SIRET 780 152 914 00211

NAF 702 C

Term of the Company 
The Company was registered as a French société anonyme à

Conseil d’administration (french corporation or public limited

company) on October 4, 1968. Its term was set at 99 years,

expiring on October 3, 2067.

Legal form
Klépierre is a French société anonyme à Directoire (Executive

Board) et Conseil de surveillance (Supervisory Board).

It is governed by the legal provisions applicable to sociétés

anonymes, in particular Articles L. 225-57 to L. 225-93 of the

French Commercial Code and by its own articles of association.

Registered Office
21, avenue Kléber – 75116 Paris – Tel.: 33(0)1 40 67 57 40

Corporate purpose 
(Article 2 of articles of association)
The Company’s purpose is:

• to acquire any land, real-estate rights or properties located 

in France or abroad, as well as all properties or rights that may

constitute an addition or annex to such properties;

• to construct buildings and engage in all operations directly 

or indirectly related to the construction of these buildings;

• to operate and enhance property value by leasing such

properties or otherwise;

• to enter into any lease agreement, in France or abroad;

• to acquire direct or indirect equity interests in the legal

persons indicated in Article 8 and in paragraphs 1, 2 and 3 

of Article 206 of the French General Tax Code and, more

generally, to acquire equity interests in any company whose

purpose is to operate rental properties;

• incidentally, to acquire an equity interest or ownership in any

company or enterprise operating in the real-estate sector;

• more generally, to engage in all types of civil, commercial,

financial, investment and real-estate transactions directly



related to the aforementioned purpose or in the furtherance

thereof, in particular, borrowing and the constitution of any

guarantees or pledges required in relation thereto.

Voting rights (Article 8 of articles of association)
Each share gives right to part ownership in the company's

assets, to a share in profits and liquidation surplus in a

proportion corresponding to the share capital which it

represents.

All new or existing shares, provided they are of the same class

and the same paid-up nominal value, are fully assimilated once

they entitle holders to the same benefits. During the

appropriation of any profit, and also during the total or partial

refund of their nominal capital, they receive the same net

amount, and all the taxes and duties to which they may be

subject is evenly divided among them.

Owners of shares are liable responsible only up to the limit 

of the nominal amount of shares that they own.

General meetings (Article 26 of articles of association)
Meetings are called by the Executive or Supervisory Board, or

by the persons designated by the French Commercial Code.

They deliberate in accordance with applicable legal and

regulatory provisions.

Shareholders who have owned registered shares for at least 

five days prior to the General Meeting may attend the Meeting

without any prior formalities.

To be entitled to attend General Meetings, owners of bearer

shares must, at least five days before the meeting date and at

the venue indicated in the notice of meeting, file a certificate

issued by an authorised intermediary attesting to the

unavailability of their shares until the date of the meeting.

The Executive Board may shorten, if it chooses, the time

requirements set forth in the foregoing paragraphs.

Shareholders may vote at all meetings by mail as provided for

by law. To be valid, the Company must receive all voting forms

at least three days before the meeting.

Fiscal year (Article 30 of articles of association)
The fiscal year starts on January 1 and ends on December 31

each year.

Statutory distribution of profits 
(Article 31 of articles of association)
At least 5% of profits for the fiscal year, less any prior losses,

are set aside to establish the legally required reserve fund, until

such fund equals one-tenth of the share capital.

The balance and any retained earnings constitute distributable

profit, from which is deducted any amounts that the general

meeting, acting on the recommendation of the Executive Board,

and subject to the approval of the Supervisory Board, 

decide to appropriate to one or more optional, ordinary 

or extraordinary funds, with or without special appropriation, 

or to carry forward as retained earnings. 

The balance is apportioned among the shares.

The General Meeting called to approve the annual financial

statements may grant each shareholder the option of receiving

the dividend in cash or in shares, for all or a portion of the

distributed dividend. This option may also be granted for the

payment of interim dividends.

Disclosure of thresholds 
(Article 7 of articles of association)
Any natural or legal person, acting alone or in concert, 

who acquires more than 2% of the share capital or any multiple

thereof, is required to notify the Company, by registered letter

with acknowledgement of receipt, of the total number of shares

held, within five trading days after having exceeded each of the

aforementioned thresholds.

Should a shareholder fail to make these declarations under 

the above-mentioned conditions, the shares that exceed the

fraction that should have been declared are deprived of their

voting rights at Shareholders’ Meetings, if the failure to declare

is noted at a meeting and if one or more shareholders holding

together at least 2% of share capital so request at the Meeting.

The forfeiture of voting rights applies to all shareholders’

meetings for a period of two years from the date the

shareholder corrects the notification.

Shareholders are also required to notify the Company, as per

the above-mentioned procedures and deadlines, when their

interest in the company falls below any of the foregoing

thresholds.
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Tax status
Klépierre has opted for the tax status of Real Estate Investment

Trusts (REIT) pursuant to Article 208-C of the French General

Tax Code. As such, it is exempted from corporate income tax on:

• income from rents, on condition that 85% of said income is

distributed to shareholders before the end of the fiscal year

following that in which the income was earned;

• capital gains from the sale of buildings, equity interests in real

estate partnerships (sociétés de personnes) or in subsidiaries that

have opted for the new taw status, provided that 50% of these

capital gains are distributed to shareholders before the end 

of the second fiscal year in which they were realised;

• dividends received from subsidiaries that have opted for 

the REIT tax status and coming from profits and/or capital

gains that are tax exempt under the tax status provided that

they are distributed in the fiscal year following the year in

which they were earned.

Legal proceedings and arbitration 
No exceptional event, state or legal proceedings or arbitration

of which the Company is aware to date has recently had a

material impact on the financial position or profitability or

earnings of the Company and the Group.

Consultation of documents and information
concerning the Company
The articles of association, minutes of general meetings 

and other corporate documents, as well as historic financial

information, all appraisals and declarations made by experts 

at the Company’s request, and all other documents that have 

to be kept at the disposal of shareholders in accordance with

the law may be consulted at the Company’s head office: 

21, avenue Kléber – 75116 Paris – Tel.: +33 (0)1 40 67 30 01

III – General information regarding equity capital

Share capital – Type of shares
As of December 31, 2005, the Company’s share capital stood

at 184 656 916 euros, divided into 46 164 229 fully paid up

shares with a par value of four euros. Shares may carry single 

or double voting rights in accordance with article 28 of the

articles of association. The shares are in registered or bearer

form, as the shareholder may decide. Share capital may be

modified under the conditions provided by the law.

Authorisations to increase share capital 
By virtue of the resolutions approved by the extraordinary

general meeting of shareholders of April 7, 2005, the Executive

Board has received the following authorisations:

For the above delegations and authorisations, the maximum

increase in share capital social is 70 000 000 euros and the

maximum increase in IS representative of the company’s debt

that give access to share capital is 1 200 000 000 euros. These

authorisations are still valid and cancel and supersede all previous

authorisations of the same nature.

Issue of common shares with or without warrants and 

investment securities giving access to share capital, 

with or without PSR €60 000 000 26months

Capitalisation of reserves, profits, issue, share 

and contribution premiums €60 000 000 26months

Issue of shares in consideration for contributions 

in kind relating to capital stock or IS that give 

access to share capital 10% of share capital 26months

Bonus issue of existing or future shares 10% of share capital 26months

Abbreviations: DPS - Pre-emptive share rights; IS – Investment securities

Term
Maximum amount 
of capital increaseDelegation pf authority/Authorisations



Five-year summary of changes in share capital 

Dividends
The dividends distributed for the last five fiscal years were as

follows:

No interim dividends were paid during this period.

Dividends that remain unclaimed automatically lapse in favour

of the state after five years from the date of distribution.

Breakdown of share capital and voting rights 
(article 28 of articles of association)
Holders of registered shares or their proxies, if their shares are

fully paid-up and registered in their name for at least two years,

or come from a pool of full paid-up shares, all registered in their

owner’s names for at least two years, are entitled to two votes

for each share held at ordinary and extraordinary meetings.

Shares forfeit their double voting right if they are converted

into bearer shares or when the ownership is transferred.

Nevertheless, in the case of change of ownership resulting 

from an inheritance, the liquidation of the joint estate 

of spouses or a donation inter vivos for the benefit of a spouse

or relative entitled to inherit does not entail the suppression 

of acquired right. 

The Company may cancel double voting rights under the 

conditions provided by the law.

As of December 31, 2005, there were 69 839 381 voting

rights, 23 862 811 of which were double voting rights.
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January 30, 2001 Bond conversion (1) COB Visa no. 98-850 2 910 – F647 432 750

June 5, 2001 Conversion of share capital into euros COB Visa no. 98-850 – – €103 589 240

January 15, 2002 Bond conversion (1) COB Visa no. 98-850 434 902 – €107 068 456

December 3, 2002 Bond conversion (1) COB Visa no. 98-850 1 536 364 – €119 359 368

April 4, 2003 Reduction of the value of shares from €8 to €4 14 919 921 – €119 359 368

April 4, 2003 Capital increase through capitalisation of reserves 14 919 921 – €179 039 052

May 6, 2004 Payment of dividend in shares 1 404 466 – €184 656 916
(1) Loan convertible into shares - November 1998 – represented by 970,681 bonds of part value FRF 1295.

Number 
of shares 

issuedType of increase Dates Premium Share capital

Number of shares 12 948 655 13 383 557 14 919 921 44 759 763 46 164 229

Net dividend €2.75 €3.10 €3.50 €2 €2.30

Tax credit at 50% €1.37 €1.55 €1.75 €0.70 –

Overall revenue €4.12 €4.65 €5.25 €2.70 –

Net dividend paid €35 608 801.25 €41 489 026.70 €52 219 723.50 €89 519 526.00 €106 177 726.70
(1) After the tripling of shares in 2003 following the two-for-one stock split and the allotment of a free share for two shares.

2005 (1)2004 (1)200320022001Year of distribution 
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Situation as of December 31, 2005Situation as of December 31, 2004

BNP Paribas Group 23 755 341 53.07% 69.71% 24 705 513 53.51% 69.40% 24 705 411 53.52% 69.39%

Floating stock 20 500 557 45.80% 30.29% 21 224 815 45.98% 30.60% 21 271 159 46.08% 30.61%

Treasury shares 503 865 1.13% – 233 900 0.51% – 187 659 0.41% –

As of December 31, 2005, the following were the main owners

of the company’s 46 164 229 shares.

Klépierre’s main shareholder is BNP Paribas. In the BNP Paribas

group, Klépierre depends directly on the General Management

as a financial interest.

As of December 31, 2005, Klépierre held 187,659 treasury

shares, representing 0.41% of capital.

To the best of the Company’s knowledge, there is no:

• agreement which, if implemented, could lead to a change 

in control over the Company at a later date;

• Shareholders’ agreements.

Authorisation to trade in shares 
and cancel them, if necessary
In accordance with the provisions of Article L. 225-209 

of the French Commercial Code, the Annual General Meeting

Breakdown in the distribution of share capital in the last three years

of April 7, 2005 authorised the Executive Board to purchase 

the Company’s own shares. The purpose of this authorisation 

is to enable the Company to lawfully trade in its own shares. 

The maximum purchase price was fixed at 100 euros per share. 

The authorisation is valid for a maximum period of eighteen

months. The Executive Board may also cancel the shares 

held in connection with the stock purchase authorisation, 

for a period of two years and up to a maximum of 10% 

of the Company’s capital per 24-month period, and to reduce

share capital accordingly by charging the difference between

the purchase value of the cancelled securities and their par

Votes

Main shareholders 

OGDI 6 180 445 12 118 519 242 371 5 938 074 13.39% 17.35%

FONCIÈRE DE LA COMPAGNIE BANCAIRE 8 341 460 16 355 804 327 116 8 014 344 18.07% 23.42%

SAS KLÉFINANCES 3 171 466 6 218 560 124 372 3 047 094 6.87% 8.90%

BNP PARIBAS 3 935 295 7 716 264 154 326 3 780 969 8.52% 11.05%

COMPAGNIE FINANCIÈRE OTTOMANE 2 948 878 5 798 878 98 878 2 850 000 6.39% 8.30%

SETIC 103 660 203 254 4 066 99 594 0.22% 0.15%

UCB BAIL 420 840 – 420 ns ns

SOCIÉTÉ CENTRALE D’INVESTISSEMENTS 23 787 46 641 933 22 854 0.05% 0.07%

TOTAL OF THE BNP PARIBAS GROUP 24 705 411 48 458 760 952 062 23 753 349 53.52% 69.39%

Floating stock 21 271 159 21 380 621 21 161 697 109 462 46.08% 30.61%

Treasury shares 187 659 – – – 0.41% 0.00%

TOTAL 46 164 229 69 839 381 22 113 759 23 862 811 100% 100%

% voting 
rights

% of capital 
ownedDoubleSimple

Total 
votes

Number 
of shares

Situation as of December 31, 2003

Number 
of shares

% voting
rights

% 
of capital

Number 
of shares

% 
of capital

% voting
rights

Number 
of shares

% 
of capital

% voting
rights

The Company was been notified that the Société Générale group 

had fallen below the share disclosure requirements and exceeded this

threshold in 2005. This threshold has been set at 2% in article 7 of

the articles of association.

To the best of the Company’s knowledge, no other shareholder held

more than 5% of the share capital and no legal exceeding of the disclo-

sure requirement threshold was reported to the Company in 2005.



value to available premiums and reserves.

This authorisation was the subject of an offering circular

approved by the Autorité des Marchés Financiers on March 11,

2005 under the number 05-140.

As of January 1, 2005, Klépierre had purchased 233 900 

such shares.

With the shares that were bought and sold during the year, 

the Company held a total amount of 187 659 shares as of 

December 31, 2005.

At the annual general meeting to be held on April 7, 2006, 

the Executive Board will ask shareholders to renew this authorisation

for a period of 18 months. The terms and conditions will remain

unchanged and the maximum purchase price will be 150 euros for

each share with a par value of 4 euros. 

The description of the share buyback programme will 

be posted on the www.klepierre.com web site

Stock options 
At the meeting held on April 28, 1999, shareholders authorised

the Executive Board to grant, on one or more occasions,

options to subscribe to new Company shares or to purchase

existing shares from purchases made by the Company pursuant

to applicable laws. This authorisation was valid for four years.

The total number of stock options granted may not entitle 

beneficiaries to subscribe or buy shares in excess of 3% 

of the share capital.

Shares acquired by exercising stock options may be freely

assigned, on condition that the abstention period concerning

trading in the Company's securities by members of the 

Executive Board and insider staff was complied with.

Stock options have a vesting period of between five and 

ten years.

Under this authorisation, 70 600 stock options were granted

on June 24, 1999.

Given the two-for-one stock split and the allotment of one 

free share for two existing shares in April 2003, these stock

options involve 211 841 shares.

As of December 31, 2005, 59 389 stock options had not yet

been exercised.

At the annual general meeting of April 7, 2006, the Executive Board

will ask shareholders to authorise it to grant, on one or more

occasions, stock options on the Company’s shares to employees or

company officers, or to some of them, of the Company or of groups

and affiliated companies. The total number of stock options granted 

may not entitle beneficiaries to a total number of shares in excess 

of 1.1% of the share capital. Stock options must be exercised

before the end of a ten-year period as from the date they are

granted. The authorisation is granted for a period of thirty-eight

months as from the general meeting.

Employee profit-sharing
There is no agreement providing for the sharing of employees

in the issuer’s capital.
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Trading volume over the last 18 months 
(in number of shares and amount of equity traded)

Shares

2004

September 64.10 56.45 985 381 59.3

October 60.65 56.70 870 031 51.0

November 64.40 59.40 756 495 47.0

December 66.00 62.95 1 022 469 66.3

2005

January 67.75 60.60 1 369 273 87.5

February 74.90 65.65 1 554 083 110.7

March 70.90 66.25 1 555 531 106.3

April 75.00 68.95 1 838 695 132.4

May 76.80 72.55 1 577 161 117.7

June 80.75 76.10 1 358 623 106.9

July 81.45 77.20 1 236 281 98.7

August 81.65 78.35 1 157 401 92.5

September 85.00 78.50 1 259 850 101.8

October 84.75 77.00 1 124 174 89.9

November 80.25 76.05 1 864 780 145.7

December 79.30 75.40 1 700 453 131.3

2006

January 82.60 78.70 2 240 209 180.2

February 96.90 81.60 3 833 921 326.3

Source: Euronext

Amount trated
(in € millions)

No. of 
shares tratedPrice LowPrice High

Market capitalization (in € millions) (1) 1 297 1 436 1 927 2 135 3 008 3 661

Number of securities – Daily average volume 24 153 24 444 35 187 44 853 49 474 68 436

Share price  

High 34.7 37.0 44.9 48.9 66.0 85.0

Low 30.0 31.7 36.1 38.3 47.1 60.6

Close 33.4 35.8 43.0 47.7 65.2 79.3
(1) Last quotation of the year. Source: Euronext

200520042003200220012000

IV – Capital and stock market

Shares
All equity securities are listed on the Eurolist by Euronext.
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July 2008 bonds

Description:

Principal amount of the issue €600 million

Issue Price 99.557% for principal amount of €500 million

99.006% for principal amount of €100 million

Due date July 10, 2008

Coupon 6.125%

Sicovam code FR0000486516

Quotation Luxembourg Stock Exchange

A prospectus dated July 9, 2001 is available from the Company.

July 2011 bonds

Description:

Principal amount of the issue €600 million

Issue Price 99.241%

Due date July 15, 2011

Coupon 4.625%

Sicovam code FR0010099226

Quotation Luxembourg Stock Exchange

A prospectus dated July 9, 2004 is available from the Company.
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1 Total remuneration and all benefits 

paid during the financial year to each 

corporate officer cf.: page 42

2 Total remuneration and all benefits 

received during the financial year by 

each corporate officer from controlled 

companies within the meaning of article 

L. 233-13 of the French Commercial Code cf.: page 42

3 List of all offices and functions held in 

any company by each of these officers 

during the financial year cf.: pages 33 to 36

4 Total company workforce, including Group At the end of December 2005, the Group workforce totaled 991 employees, representing an increase 

those employed under fixed-term of 121 employees, compared with 2004. The workforce in France totaled 468 employees, including only 13 on 

contracts fixed-term contracts.

The increase of 93 employees in foreign subsidiaries is broadly explained as follows:

– the acquisition by Klépierre of its Polish management company in July 2005, which resulted in external workforce

growth of 40 people;

– the workforce also increased with the growth of the business in Hungary (+27 employees), Portugal 

(+18 employees) and Belgium (+14 employees).

Although the concept of “cadre” loosely translated as “executives” is not transposable to other countries, we have

analyzed this group, with the result that, in France, executives account for 62% of the workforce.

35% of employees in our foreign subsidiaries occupy executive positions.

5 Recruitment, analyzed by fixed-term Group The 69 new employees recruited in France during 2005 can be broken down as follows: 39 women and 30 men, 

and open-ended contracts 18 of whom are engaged on fixed-term contracts (13 women and 5 men). 5 of these recruitments resulted from 

the conversion of fixed-term contracts to open-ended contracts.

Of the 142 new employees recruited in our foreign subsidiaries during 2005, 101 are employed under open-ended

contracts, and 41 under fixed-term contracts. 62.6% of these new employees are women.

6 Recruitment difficulties France Within the commercial real estate sector, Klépierre remains an attractive company to work for. With some 2,900 CVs

received in 2005 (including 500 unsolicited applications), Klépierre was able to meet its recruitment needs.

Young graduates with 2-3 years of further education remain the preferred recruitment target group, especially 

in real estate management positions.

ScopeEmployment indicators

I – Sustainable development

Social and environmental indicators 
under NRE (New Economic Regulations)
legislation

Working through Ségécé and its subsidiary companies, 

the Klépierre group specializes in the leasing and real estate

management of shopping centers on behalf of third parties. 

The real estate administered and managed in this way falls into

two categories: real estate assets owned by Klépierre, and real

estate assets managed, but not owned, by Klépierre. The

monitoring of the following NRE environmental indicators

applies to shopping centers owned by Klépierre, and managed

by Ségécé and its subsidiaries (hereafter referred to as PKlp) 

in France and abroad.

Information is also provided concerning the management 

of the company’s head office buildings.

The Offices activity is a secondary business for Klépierre and

represents less than 12% of total revenue. Klépierre involvement

and administration are therefore limited. In practical terms,

Klépierre acts only in an advisory role, with tenants being

responsible for the use made of the premises, given that there

is no communal area. On the other hand, Klépierre may be

required to apply an environmental policy to potential future

office developments.
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ScopeEmployment indicators

7 Dismissals and grounds for dismissal Group There were 5 dismissals in France during 2005 (on the grounds of professional incompetence and serious error).

In addition to these dismissals, one new recruit was not retained on completion of the trial period.

17 dismissals were made in our European subsidiaries, including 6 redundancies for financial reasons.

The remaining 11 dismissals were mainly on grounds of serious error.

8 Overtime France 1 058 overtime hours were worked in 2005, involving 0.14% of the workforce concerned. This total was 8% higher

than that for 2004, and in line with workforce growth.

9 Non-company labor France With a monthly average of 10 temporary staff, Klépierre makes relatively little use of temporary employment contracts.

The average length of these contracts is 21 days.

Expenditure on temporary staff is stable relative to payroll growth:

2004: 345 000 euros (excluding taxes)

2005: 401 000 euros (excluding taxes)

Klépierre uses approved temporary recruitment agencies. The contracts signed with these companies include very

strict clauses on compliance with employment law and the prevention of illegal subcontracting.

10 Information relating to the workforce France Klépierre has not implemented any workforce reduction and job safeguarding plan.

reduction and job safeguarding plan, Whenever necessary, Klépierre examines all options for career change within the BNP Paribas Group. When 

redeployment, reappointment and redeploying 3 employees of Galae, internal mobility within the BNP Paribas Group was the preferred route, 

career support (where applicable) and enabled 2 of these employees to be offered career progression.

11 Working hours France Since November 2000, the legal working week has been set at 35 hours.

As part of the standard number of hours worked during the year, all employees receive 28 days’ paid leave, as well 

as May 1, all national public holidays and rest days (RTT).

Klépierre Group employees work on Whit Monday in accordance with the journée de solidarité (day of solidarity) 

legislation.

Employees with over 12 months’ service may join a Compte Épargne Temps (Time Savings Account) in which 

to accumulate paid leave and/or time off earned under the working hours reduction (RTT) legislation. The maximum

number of entitlements (each equivalent to 1 day) that can be added to the Compte Épargne Temps in one calendar

year is 10 (the maximum rises to 15 for employees whose working hours cannot be predetermined, and those aged

over 50). In addition to being taken as additional paid leave, saved days can also be used to offset hours or days not

worked as a result of switching to part-time working, for training received outside working hours, or as Fongecif

unpaid leave. In 2005, 60 employees accumulated paid leave days in their CET, compared with 45 in 2004.

12 Working hours for full-time employees Group In France, the general rule is that full-time employees work a 35-hour week on average.

(exc. Italy and In the other european subsidiaries, the full-time working week is 40 hours, except in Belgium where it is 38 hours.

Portugal)

13 Working hours for part-time employees France 23 people work part-time, representing 4.9% of the workforce. 80% of the full-time equivalent is the more common

choice of part-time employees.

100% of part-time employees are women.

14 Absenteeism and reasons for absenteeism France The absenteeism rate is 1.6% for illness alone, rising to 3% when maternity leave is included. This rate is stable 

compared with that for 2004.

15 Pay France The average gross monthly salary is 3 250 euros.

27% of employees received pay increases during 2005.

10% received promotion in 2005.

16 Pay trend France In March 2005, the Klépierre Board of Directors resolved to award all employees a bonus equivalent to 20% of one

month’s gross salary, calculated on the basic salary for January. The total amount paid was 175 000 euros.

In 2005, Klépierre paid 3% of total salaries as personal performance bonuses.
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ScopeEmployment indicators

17 Payroll expenses Group Within the consolidated accounting scope, the trend in payroll expenses was as follows: 2003: 7 million euros; 

(exc. Belgium, 2004: 9 million euros; 2005: 11.1 million euros.

Poland and Greece)

18 Application of the provisions set out France In France, employees are covered by the BNP Paribas Group employee shareholding agreement.

in Chapter IV of Book IV of the French Klépierre signed an employee profit-sharing agreement in 2004. In 2005, employees received 15% of their 

Employment Code (employee profit- remuneration under these two schemes.

sharing, shareholding and savings plans) The sums involved, together with voluntary payments, may be invested in a Plan d’Épargne Entreprise (Company

Savings Plan) to which the company also contributes.

Employees of French companies were also able to subscribe to the BNP Paribas capital increase: the subscription rate

for 2005 was 69.2% (unchanged from 2004).

At the end of 2005, Klépierre signed a Plan d’Épargne Retraite Collectif (Company Group Savings Plan or PERCO)

agreement, to which the company also contributes.

19 Sexual equality of opportunity within Group The Klépierre Group workforce comprises 557 women and 434 men: women represent 56.2% of the workforce, 

the company compared with 54.8% in 2004. In 2005, 60.6% of Klépierre Group recruitment was accounted for by women.

25 women received promotion in France in 2005, representing 61% of all promotions.

41.4% of women hold executive positions, compared with 39.7% in 2004.

20 Employee relations and collective France Three new agreements designed to improve conditions for employees were signed in 2005: the Droit Individuel 

agreements à la Formation (Vocational Training Law) agreement, the PERCO agreement and the “Breton” agreement signed 

at the end of September 2005 enabling employees to earn a bonus equivalent to 15% of their 2004 profit share

(paid in 2005).

21 Health and safety conditions France In 2005, company doctors conducted 103 consultations (including 66 annual check-ups, 29 recruitment examina-

tions, 6 post-natal examinations, 1 post-illness reinstatement examination and 1 on-the-spot consultation).

6 employees were referred to specialists as a result of these examinations.

Klépierre continued with its health and safety monitoring and health risk prevention initiatives in the following areas:

––  EErrggoonnoommiiccss

A leaflet on IT workstation ergonomics is distributed and discussed at the recruitment examination and annual 

check-up. This leaflet focuses primarily on how to avoid postural health risks and how to work safely at a computer

workstation. For example, this leaflet encourages employees to adjust their screen brightness, and explains how 

to evaluate and control their posture when using a computer. Premises are also inspected regularly, at which time

practical advice is also given.

––  OOnnggooiinngg  hheeaalltthh  rr iisskk  pprreevveennttiioonn  iinniitt iiaattiivveess

These initiatives are based on the provision of health information and education in respect of issues such as cancer,

AIDS, stress, tobacco addiction and cardiovascular disease. Information leaflets are available for all employees, and

advice is regularly given as part of medical examinations.

Flu vaccination campaigns continue, with 23 free vaccinations dispensed to volunteers in November 2005. Two

blood donation campaigns were also run in 2005.

22 Training France 495 courses were held in 2005, representing 6,040 hours of training for 263 employees and delivering a training

access rate of 56%.

The École des Métiers Ségécé college set up by Klépierre shopping center management company Ségécé became

operational at the end of 2005. The aim of this college is to give all employees the opportunity to extend their

knowledge of the disciplines in which Ségécé is involved, and to help new employees learn the basics.

This college trained 45 employees in 2005.

The agreement implementing the Droit Individuel à la Formation (Vocational Training Law) was signed at the end 

of December 2005. From January 2006 onwards, every employee with the necessary length of service can claim 

21 hours of training per year, which can be accumulated over 6 years up to a maximum of 126 hours.
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ScopeEmployment indicators

23 Employment and inclusion France Klépierre employs 2 disabled employees.

of disabled employees 

24 Company benefit schemes France National-level social and cultural activities are administered jointly by an association of works councils, 

run by representatives of those works councils.

Local initiatives are run by the individual works councils of each Klépierre company.

These services are very diverse, and include the organization of staff holidays, children’s summer camps, family welfare,

the provision of lending libraries for CDs, videos and other media, and reductions on theatre and cinema tickets.

A sports and cultural association gives employees the opportunity to participate in team sports and a wide range 

of cultural activities.

25 Relations between the company and Group In 2005, Klépierre continued to maintain contact with educational institutions whose areas of specialty correspond 

social inclusion associations, educational to our own (e.g. the ESPI, Negocia Procos, etc.). These relations can take the form of offers of open-ended 

institutions, environmental conservation contracts, fixed-term contracts or, more infrequently, apprenticeship or qualification contracts.

bodies, consumer associations and local In terms of our foreign subsidiaries, we would highlight the cooperative agreement between the Spanish Center

residents of Los Prados and the University of Oviedo, under which the company takes in students as trainees.

As part of managing its relationships with its stakeholders, the company conducted 16 satisfaction surveys amongst

customers of its French centers. Some centers in other countries also conduct satisfaction and perception surveys 

on behalf of their key partners, mainly amongst local communities, associations and media.

An illustration of the company’s links with associations is the support given by the Noisy-le-Grand Shopping Center

to an organization that provides outdoor activities for the young pupils of the Victor-Hugo school in an Education

Priority Zone near the Center. This scheme has enabled 130 young people to receive riding lessons, go on treks and

find out more about the environment and sustainable development issues as part of helping them back into school

learning. The same initiative also supports the publication of a school newspaper that acts as a link between pupils,

teachers and parents.

Shopping centers managed by Klépierre subsidiary Ségécé also hosted events as part of the 2005 Téléthon. 

A commercial publicizing the event was screened free of charge for nearly a fortnight on 957 plasma screens 

in 66 shopping centers (estimated value of €150 000).

26 Methods applied by the company to France In 2005, Klépierre projects authorized by the Commission Nationale or Départementale d’Équipement Commercial 

assess the regional impact of its business created 2 179 additional (full-time equivalent) retail jobs. This figure excludes jobs created indirectly as a result 

activities on regional employment of the construction and management of future retail facilities.

and development

27 The extent of sub-contracting – Group The Company selects its subcontractors on the basis of their compliance with employment standards. Sustainable 

methods applied by the company development criteria are therefore included in all the contracts signed with service providers supplying maintenance 

to ensure that its subcontractors and security services for the French and foreign shopping centers managed by Klépierre subsidiaries. Suppliers are 

comply with basic ILO standards also required to submit a certified statement to the effect that the work concerned will be carried out by staff in 

regular employment, and that their conditions of employment comply with local legislation. In France, regular checks

are made to ensure that these commitments are met; these checks will also be extended to cover foreign centers.

28 Methods applied by the company to Group It should be noted that all the countries in which Klépierre operates have ratified the eight basic ILO conventions 

ensure that its subsidiaries comply with the exception of the convention on the minimum working age of children for the Czech Republic.

with basic ILO standards We are also able to confirm that no child is employed by Klépierre or any of its subcontractors. The widespread

introduction during 2005 of standard contracts incorporating sustainable development clauses also contributes 

to ensuring that all the company’s subsidiaries make certain that their subcontractors comply with the basic 

employment regulations.
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ScopeEmployment indicators

29 Methods applied to ensure that foreign Group Klépierre imposes sustainable development targets to govern the relationship between its foreign subsidiaries and 

subsidiaries consider the impact of their centers and their suppliers. Almost 95% of centers have incorporated employment standard compliance clauses into

business activities on regional their contracts with external service providers and suppliers. Over 65% have incorporated clauses requiring 

development and local communities compliance with environmental standards.

ScopeEnvironmental indicators

1 Water consumption Group (head office The head office of Klépierre consumed 3 443 m3 of water in 2005.

and PKlp shopping Please refer to the table on page 64 for details of water consumption by monitored centers (28 French centers 

centers) and 43 foreign centers).

Most centers in France and abroad conduct regular checks on installations to minimize the amount of water lost 

as a result of leaks.

Water-saving systems for WCs and taps that detect the presence of users have been installed in many French centers,

and will be included in all new center projects and center renovation projects.

41 foreign PKlp centers (78% of the total) have installed water-saving processes (e.g. 42% have installed special

equipment and/or taps). The use of evaporated water air-conditioning systems has been discontinued.

2 Raw materials consumption Head office France The head office of Klépierre used 25 metric tons of paper in 2005.

The Czech, Polish and Hungarian subsidiaries have adopted policies to limit paper consumption, and the Greek 

subsidiary uses recycled paper.

3 Energy consumption Group (head office The head office of Klépierre used 0.6 million kWh of electricity, 173 m3 of heating oil and 907 m3 of steam for 

and PKlp shopping heating in 2005. 90,268 m3 of chilled water was used for air-conditioning.

centers) Please refer to the table on page 64 for details of electricity, gas and heat consumption in monitored centers.

Of the 55 foreign PKlp centers, 87% are monitored in terms of their electricity consumption. 70% of foreign centers

using gas, and 58% of those buying-in heating are monitored. Significant variances in consumption are measured in

80% of cases. 10 foreign centers have conducted energy audits to identify practicable energy-saving measures, and

the work to implement those measures is already underway.

4 Measures to improve energy efficiency Group (PKlp Permanent monitoring and control of shopping center technical systems ensure effective management of energy 

shopping centers) consumption.

In 2005, energy savings initiatives were implemented in those French centers using gas-fired boilers. Annual 

investment totaling 27 000 euros is now being made in equipping the boilers of 5 French centers with an eco-regulator.

Installation of these devices delivers a +/- 20% reduction in the amount of gas and electricity used, as well as 

reducing polluting emissions (especially SO2 and CO2). This upgrade fulfils the obligation to reduce consumption

and polluting emissions in accordance with French environmental decree 2002/221 of 20.02.2002.

Installation of energy-saving fluorescent lighting tubes has begun in some centers. Significant savings in the region of

20% are expected as a result of this initiative. Over half of all foreign centers have also chosen to use energy-saving

lighting, whilst a quarter have opted for super-insulated window glass delivering high thermal and acoustic insulation

performance.

Initiatives implemented to maintain and refurbish air-conditioning systems in France have enabled the sites concerned

to reduce electricity consumption by 15%. Measures have been taken to identify further sources of economy in

2006. The great majority of French and foreign centers limit their use of air-conditioning to save energy and improve

energy efficiency. This is achieved mainly by free cooling (night-time ventilation), but also at the building design

stage by maximizing recovery of treated air and installing solar protection.

5 Use made of renewable energy sources Group (PKlp As part of its voluntary approach to responsible energy use, 4 major Klépierre shopping centers in and around Paris

shopping centers) use electricity generated solely from renewable sources. These centers have been running on green energy since 
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ScopeEnvironmental indicators

November 2004, thus contributing to environmental protection. The amount of power involved is 15.5 million kWh 

per year.

No foreign centers are currently known to use renewable energy sources, except those where the local suppliers 

have decided to use generation methods.

6 Land use France The property development activities of Klépierre are limited solely to France. Environmental impact studies are 

(Shopping center conducted for all construction and renovation projects, in accordance with current regulations.

development) The company also ensures that the land used for its construction projects is clean. Soil pollution studies are always

conducted on new-build land.

Construction work in other countries is limited to renovation works. In this context, company subsidiaries address

the natural risks of the work concerned on soil contamination, in accordance with local regulations.

7 Air, water and ground discharges France (PKlp Klépierre has conducted its first in-house survey of CO2 emissions by calculating the CO2 emission ratios applying 

shopping centers) to the energy consumption of 30% of shopping centers owned by Klépierre (see table on page 64). Prepared 

with the support of an expert consultant, this partial initial estimate is based on electricity and gas consumption in

the public areas of shopping centers. Klépierre plans to extend this survey to cover all its French real estate in 2006.

In respect of atmospheric emissions released during the construction of its Cité du Meuble et de la Maison project

at Cesson, Klépierre is committed to requiring the use of paints, adhesives and floor coverings labeled as having 

low volatile organic compound (VOC) emissions (the use of products containing over 10% organic solvents 

is prohibited).

Measures are also being taken to limit the risk of water pollution on construction sites, and certain restrictions have

been imposed on the Goutte d’eau project at Bègles Rives d’Arcins, including sealed parking areas for vehicles and

the washing of vehicles leaving the site. Some toxic products will be totally banned, and formwork release oils must

be of plant origin and at least 80% biodegradable.

Similarly, sprinkler equipment will be installed to minimize dust. The construction work on the Cité du Meuble 

et de la Maison project at Cesson will be carried out in accordance with a “green site” charter.

8 Noise and odor pollution Group (PKlp Issues of noise and odor pollution are addressed effectively on all new-build and refurbishment projects in France. 

shopping centers) Special waste sorting and storage areas are provided. On the Goutte d’eau project at Bègles Rives d’Arcins, noise 

limits have been imposed to limit the sound pollution generated by the site. Fencing will also be erected for the full

duration of the project to minimize visual pollution. Sound reducing barriers will also be erected to limit the noise

from the urban motorway near the centre, which will, in turn, benefit the entire area, as well as limiting the impact 

of wind and rain.

In the vast majority of instances, and wherever possible, foreign shopping centers organize their delivery and waste

collection times to limit night-time noise pollution in the neighborhood. 

In most cases, the level of odor pollution is very low, but in order to limit it in accordance with regulations, centers

use special containers and air-conditioned areas to store their waste. Similarly, subsidiary companies also ensure 

that building noise pollution is limited by the use of appropriate equipment and working hours.

9 Waste treatment Group (Head Paper recycling is now being introduced for the French head office, although the head offices of the Greek and 

office and PKlp Portuguese subsidiaries already recycle theirs. The selective sorting of cardboard is monitored by Klépierre 

shopping centers) in 30% of its French centers (please refer to the table on page 64).

In the rest of the estate, the hypermarkets themselves carry out this sorting, so it is therefore not monitored 

by the Group.

Waste is monitored in 64% of the 55 foreign PKlp centers. Nearly 90% of these centers sort their waste; 

the minimum level of sorting being paper and cardboard. Over half of these centers also sort glass and/or plastic.

40% of centers apply checks to ensure traceability of the waste destruction or recycling channels they use.

Similar initiatives also apply to new-build and refurbishment projects. Waste is selectively sorted on the construction 
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ScopeEnvironmental indicators

site for the Boissénart center extension. The Goutte d’eau project at Bègles Rives d’Arcins also involves site waste 

sorting, a program to reduce the amount of waste generated and a waste recycling target of 15%. All controlled

waste will be traceable, and the company is also committed to monitoring 50% of all non-controlled waste.

10 Measures taken to limit impact on the France In general terms, the company applies demanding environmental requirements to all new construction projects, 

ecological balance, natural environment (Shopping center such as those at Bègles Rives d’Arcins, Cesson and Aubervilliers. Klépierre is committed to a number of 

and protected animal and plant species development) environmentally-friendly practices on all these projects. For example, all 3 sites will use sprinkler systems fed by 

collected rainwater. The need for sprinkling will also be limited by the selection and planting of suitable species.

Construction and extension projects often include landscaping. As part of extending the Boissénart shopping center,

160 trees of 3 different climate-compatible species have been planted to help the natural environment develop 

and integrate the center into its immediate environment of the Saints-Pères woods. The cost of this landscaping is

400,000 euros. The Cité du Meuble et de la Maison near the Boissénart shopping center will be landscaped in such a 

way as to preserve biodiversity by conserving and enhancing this woodland and its brook. Natural habitats account

for over 25% of the site area and contain some 2,000 trees of indigenous species, 24 000 m2 of shrubs and bushes

and the partial planting of building walls and roofs. 330 trees will be planted as part of the Goutte d’eau project at

Bègles Rives d’Arcins.

The Aubervilliers site is currently being used as a pilot project to define an HQE (High Environmental Quality) 

certification program specific to retailing. An HQE Pilot Project agreement has been signed with the CSTB (the

French Construction Science and Technology Center), which will draw up the HQE program. The company will move

in this direction through the specification of recycled materials and those with eco-friendly lifecycles. This program

will also make it easier to manage normal, reconstruction and commercial waste, at the same time as maximizing

building comfort and environmental integration.

Klépierre is also working on environmental issues with its shopping center maintenance providers. The fleet of 

traditionally-powered vehicles on the Créteil site is being replaced by an all-electric fleet under an environmental

partnership based on a framework contract with our suppliers. The new fleet includes a lift truck, a waste collection

truck, a sweeper and an access crane. The new vehicles create less pollution and are much quieter.

11 Measures taken to ensure that the Group As part of incorporating changes resulting from the adoption of new laws and regulations likely to have a significant 

company’s business activities comply effect on the Group and the growth of its business, the Legal Department works with other Klépierre departments 

with environmental laws and regulations and the company’s network of external advisers to gather, process and distribute data about the legislation applying

in the various Group operating countries. The company’s Czech, Hungarian, Spanish and Greek subsidiaries also

monitor their own local and national legal issues and legislation.

12 Environmental evaluation and certification Group Klépierre is included in the following Socially Responsible Investment indices: the Dow Jones Sustainability Index

World, FTSE4Good Europe and Global Index and Aspi Eurozone. The fact of the Group’s presence in these stock

market indices may not constitute an evaluation or certification in itself; however it does provide a positive indication

of the way in which Klépierre addresses its social and environmental responsibilities.

The Group is committed to its policy of social responsibility. However, no environmental evaluation or certification

program has yet been implemented in the company’s existing centers. Given the Group’s real estate management

activities, measures have nevertheless been taken to harmonize the contractual obligations of subcontractors to

ensure that all of them comply with our own ethical and environmental commitments. All our partner companies are

therefore contractually bound to comply with these commitments. It should be noted that Klépierre gives preference

to partners such as La Providence, which are already ISO 14001-certificated, and to companies already engaged in

the certification process.

13 Expenditure on preventing environmental Group The expenditure Klépierre makes in this respect is integral to its business activities and cannot easily be isolated.

damage caused as result of company 

activities
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14 Internal environmental management France (PKlp Environmental impacts and the measures designed to limit them are implemented by the local teams responsible 

resources shopping centers – for managing the facilities and limiting their direct and indirect effects on the environment.

management) However, Klépierre has its own dedicated Environment Department, which was set up to help the company become 

a driving force in environmental issues by applying compulsory regulations and implementing innovative solutions.

The department is currently developing a set of environmental indicators that will enable the publication and 

coordination of all the work done on topical and sector-based indicators within Klépierre in relation to the company’s

French shopping centers.

15 Employee training and information Group Klépierre has distributed copies of its Sustainable Development Charter to all Group employees. The French employ-

ees have attended awareness-raising breakfast meetings addressing these issues, and sustainable development is a

permanent feature of the seminars held by subsidiary companies.

16 Resources dedicated to reducing Group (PKlp One of the missions for the Klépierre Group Environment Department (see above) in 2005 was to launch a 

environmental risks shopping centers) Legionnaire’s Disease risk analysis and improvement plan. €80 000 was spent on implementing this mission 

in 25% of those centers equipped with cooling towers.

Other resources (additional to those mentioned above) are being developed to reduce the environmental risks in

French and foreign centers in accordance with regulations. Then, all French car parks have been equipped with hydro-

carbon separators. Of the 32 foreign centers with underground car parks, 14 have been fitted with 

hydrocarbon separators to recover spilled oil and petrol.

Visual checks of waste water networks are made in 85% of foreign centers. Resources have also been developed 

to check underground services for leaks. 37 foreign centers (almost 70% of the total) have systems for processing

foul water and waste water in order to limit any pollution caused by discharges from centers. Foreign centers with

responsibility for waste water treatment carry out checks, as well as analyzing treatment and potability criteria. 

No foreign centers now have pyralene-cooled high voltage transformers.

17 Organizational structure implemented Group “Any unexpected situation or event capable of threatening the image, financial stability and environment of the 

to cope with accidental pollution centers under management, and therefore our company, is a crisis”.

incidents with consequences beyond Faced with this fact, our company has introduced a specific crisis management procedure. Crisis management is 

company premises handled in accordance with an established procedure involving all the company’s managers. Depending on the risk

identified, this procedure provides for the implementation of a monitoring and communication group until the crisis

has passed.

Every company manager has received special training in identifying, understanding and reacting appropriately 

to such situations.

Since prevention is the best way of avoiding a crisis involving Legionnaire’s Disease, a computerized alarm system 

has been developed in partnership with an approved laboratory to enable a responsible and rapid response should

an incident occur. All foreign centers at risk also have contracts in place for regular monitoring of the Legionnaire’s

Disease risk.

18 The amount of provisions and guarantees 

in place to cover environmental risks Group None

19 The amount of fines paid during the 

financial year subsequent to legal 

prosecutions over environmental issues Group None

20 Information about the targets set for Foreign Analysis of the answers given to the sustainable development questionnaires issued to foreign subsidiaries and 

foreign subsidiaries in relation to the subsidiaries in centers has enabled the preparation of an inventory of current practice in this area, which now forms part of the 

criteria set out in items 1 to 17 which Klépierre basis of reporting for foreign entities (see criteria above). Subsidiaries have been set targets on this basis, and in 

has at least accordance with the commitments set out by Klépierre in its Sustainable Development Charter.

a 50% holding
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The following tables give an historic overview of fluid

consumption and waste production since 2003 for the PKlp

estate. Its scope is therefore constantly changing. The sq.m.

ratios enable the changes in each of these areas to be tracked.

All or part of these indicators are monitored quantitatively 

in all French and foreign centers. In some cases, consumption 

is rebilled by the hypermarket concerned on the basis of floor

area without a detailed account of actual consumption, which

explains why these centers are not always able to supply their

data.

France

31% of the shopping centers owned by Klépierre conduct

monthly checks of water, electricity and gas consumption and

waste/cardboard disposal (for technical reasons, 41% of these

centers are monitored by Carrefour, with the rest of the estate

– 25% – monitoring at least one of the fluids listed above).

It should be noted that 61% of those centers managed by

Klépierre teams on behalf of others are also monitored monthly

(7% are monitored by Carrefour and 32% are partially

monitored). However, these data are not published below.

Foreign centers

2005 was marked by the development of consumption

reporting for foreign centers, in addition to the monitoring 

of French centers. Only real estate held for over one year 

and managed by Klépierre is currently covered by these reports:

a total of 55 centers. Despite their recent acquisition, 

the 4 Polish centers were able to supply the data requested,

and are therefore included in the data as published.

Overview of waste production monitoring within the defined scope of Klépierre

WASTE (“ordinary”) 2003 2004

No. of shopping centers monitored 9 17 24 +41%

Total amount processed (in metric tons) 8 148 11 179 15 305

Total area of waste in sq.m. (SCU) 273 497 393 265 492 274

Ratio kg/sq.m. SCU 29.8 28.4 31.1 +9%

2005
%

2005/2004

Shopping Centers - France

CARDBOARD 2003 2004

No. of shopping centers monitored 12 16 22 +38%

Total amount processed (in metric tons) 2 100 2 806 3 224

Total area of waste in sq.m. (SCU) 303 212 366 312 478 922

Ratio kg/sq.m. SCU 6.9 7.7 6.7 -12%

Total cardboard as percentage 

of total waste produced 20.5% 20.1% 17.4%

The reduction in kg/sq.m. recorded for recycled cardboard in France in 2005 (at constant scope) 
is the result of incorporating new sites whose performances are below average due to the recent introduction 
of selective sorting. At constant scope, this reduction in performance is less significant (-1%), and is close 
to the overall reduction in the waste produced in these centers (-3%).

2005
%

2005/2004

Shopping Centers - France
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200520032003 2005TOTAL WASTE

No. of shopping centers monitored 15 15 15 14 16 19

Total amount of waste processed (in metric tons) 4 160 4 009 4 054 4 281 6 113 6 416

Total store floor area in sq.m. 257 343 257 343 257 343 174 552 248 396 262 991

Efficiency in kg/sq.m. 16 16 16 25 25 24

Shopping Centers (Southern Europe)

2004

Shopping Centers (Central Europe)

2004

Shopping Centers (Central Europe)Shopping Centers - France Shopping Centers (Southern Europe)

2003 2004 2005 2003 2004 2005
%

2004/2005200520042003ELECTRICITY

No. of shopping centers monitored* 16 24 32 +33% 17 17 17 22 27 30

Total consumption in kWh 44 946 866 54 525 143 67 698 574 69 646 257 65 714 025 65 226 819 51 568 572 66 920 089 69 252 574

Total mall area in sq.m. 96 266 150 057 192 150 81 536 81 536 81 536 98 915 134 797 147 118

Ratio of kWh/mall sq.m. 467 363 352 -3% 854 806 800 521 496 471

Metric tons of CO2 2 297 2 786 3 459

CO2 ratio (kg/sq.m.) 24 19 18

Shopping Centers (Central Europe)Shopping Centers - France Shopping Centers (Southern Europe)

2003 2004 2005 2003 2004 2005
%

2004/2005200520042003GAS + HEAT

No. of shopping centers monitored* 10 16 21 +31% 16 16 16 11 15 15

Total consumption in kWh 11 369 439 17 433 817 20 206 581 28 048 303 24 005 655 23 900 887 14 057 996 16 256 794 16 930 416

Total mall area in sq.m. 81 699 116 188 147 413 84 423 84 423 84 423 48 600 63 560 63 560

Ratio of kWh/mall sq.m. 139 150 137 -9% 332 284 283 289 256 266

Metric tons of CO2 2 656 4 072 4 720

CO2 ratio (kg/sq.m.) 33 35 32

Shopping Centers (Central Europe)Shopping Centers - France Shopping Centers (Southern Europe)

2003 2004 2005 2003 2004 2005
%

2004/2005200520042003WATER

No. of shopping centers monitored* 16 22 28 +27% 16 17 17 18 23 26

Total consumption in m3 468 217 595 382 746 287 287 761 309 259 301 858 695 434 757 311 809 581

Total mall area in sq.m. 96 266 144 962 175 894 76 047 81 536 81 536 89 135 120 398 125 774

Ratio of m3/mall sq.m. 4.9 4.1 4.2 +3% 3.8 3.8 3.7 7.8 6.3 6.4

* Since not all the areas referred to above are relevant for all centers, every “Number of shopping centers monitored” row has been updated to enable consistent comparison.

Trend in fluid consumption 
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Article L.225-197-1 and following 
of the French Commercial Code.

In 2005, the Executive Board did not use the

authorisation that was granted to it by the ordinary

and extraordinary General Meeting of 7 April 2005

(eighteenth resolution) to carry out, on one or more

occasions of its choosing, bonus issues of the

Company’s existing shares or bonus issues of future

shares to:

• Company employees and officers,

• employees and officers of companies and economic

interest groupings, in which the Company holds,

directly or indirectly, at least 10% of share capital or voting

rights. The Executive Board will have to define who will receive

the bonus issue as well as the terms and, if necessary, 

the criteria of allotment of shares.

Special report of the Executive Board 
to the General Meeting“relating to the free granting of shares
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After the debates of 7 April 2004 (eighteenth 

and nineteenth resolutions), the General Meeting

authorised the Executive Board to buy back the

Company’s own shares in accordance with Article 

L. 225-209 of the French Commercial Code, 

in particular, for the purpose of:

• buying and selling shares depending on the market

situation;

• stabilising the Company’s stock quote, by buying

and selling on the Stock Exchange and by leaning

systematically against the wind;

• to implement a policy of optimising earnings per share;

• to assign them to the Company’s employees or officers, under

the terms and conditions provided by law (in the form of stock

options, employee profit-sharing, assignment of shares reserved

for employees);

• to reassign shares in the context of mergers and acquisitions;

• to allot shares during the exercise of securities cum rights

which entitle holders to redeem, convert, exchange, present a

coupon or any other manner of allotting the Company’s shares;

• to reduce its share capital, if necessary, by cancelling all or

part of these shares pursuant to the nineteenth resolution of

said Meeting.

This authorisation was the subject of an offering circular

approved by the Autorité des Marchés Financiers on March 16,

2004 under the number 04-162.

The main characteristics of the authorisation granted by 

the General Meeting on April 8, 2004 are as follows:

• authorised maximum purchase price per share: 65 euros 

for a share with a par value of 4 euros;

• authorised minimum selling price per share: 38 euros 

for a share with a par value of 4 euros;

• maximum number of shares that may be acquired: a maximum

of 10% of share capital, i.e. 4 475 976 shares for a maximum

amount of 290 938 440 euros;

• duration of the programme authorised by the General

Meeting: 18 months as from the General Meeting of April 8, 2004;

• maximum percentage of capital that may be cancelled under

the authorisation of the General Meeting: 10% of share capital

by 24-month periods.

No share was cancelled under this authorisation.

The unused part of this authorisation was cancelled following

the debates of the General Meeting of April 7, 2005 (ninth 

and tenth resolutions), whereby the meeting renewed the

authorisation granted to the Executive Board to buy back 

the Company’s treasury shares, in particular for the purpose of:

• implementing all the Company’s stock option plans in

accordance with the provisions of Articles L. 225-177 and

following of the French Commercial Code;

• implementing all any Employee Savings Plan under the terms

provided by law, in particular Articles L. 443-1 and following 

of the French Labour Code;

Special report of the Executive Board 
relating to share buyback programmes“drawn up in accordance with Article L.225-209 of the French Commercial Code”
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• granting bonus issues in accordance with the provisions of

Articles L. 225-197-1 et seq. of the French Commercial Code;

• cancelling all or part of the shares bought under these plans,

subject to the adoption by the said General Meeting of the

tenth resolution under the terms set forth in this resolution; or

• reassigning shares (for swapping, payment or other) during

mergers and acquisitions; or

• to allot shares during the exercise of securities cum rights

that give access to the Company’s capital through redemption,

conversion, swapping, presentation of a coupon or any other

procedure; or

• buying, selling, converting, assigning, transferring, lending 

or making available of shares in accordance with a liquidity

contract signed with an investment service provider, in

particular to ensure share liquidity or as part of a policy 

of leaning against the wind. 

This authorisation was the subject of an offering circular

approved by the Autorité des Marchés Financiers on 11 March

2005 under the number 05-140.

As of December 31, 2005, the Company had 187 659 treasury

shares representing 0.41% of its share capital.

This figure was 46 241 securities less as compared with 

December 31, 2004, and was a result of the following:

• the exercise of stock options under the stock option plan 

of June 24, 1999 led to the disposal of 37 429 shares;

• the share price stabilisation operation resulted in a net sale

of 8,812 securities: Klépierre bought 71 075 shares at an

average price of 77.42 euros and sold 79 887 shares 

at an average price of 77.36 euros.

Lastly, in accordance with the European Commission’s

regulation no. 2273/2003 of December 22, 2003, the

Company assigned treasury shares that had not yet been

broken down by objective:

The main characteristics of the authorisation granted by 

the General Meeting on April 7, 2005 are as follows:

• maximum authorised purchase price per share: 100 euros 

for a share with a par value of 4 euros;

• maximum number of shares that may be acquired: a maximum

of 10% of share capital, i.e. 4 616 422 shares for a maximum

amount of 461 642 200 euros;

• duration of the programme authorised by the General

Meeting: 18 months as from the General Meeting of April 7, 2005;

• maximum percentage of capital that may be cancelled under

the authorisation of the General Meeting: 10% of share capital

by 24-month periods.

No share was cancelled under this authorisation.

The table below sums up the operations on treasury shares

carried out by the Company in fiscal 2005 under the two

authorisations mentioned above:

• 28 910 shares were appropriated to the price stabilisation

policy to raise the resources earmarked for the liquidity of 

the Klépierre share;

• 3 601 shares were assigned to stock options allotted under

the June 24, 1999 plan;

• the balance of 96 399 shares was assigned to future stock

option plans.

At the annual general meeting to be held on April 7, 2006, 

the Executive Board will ask Shareholders to renew this

authorisation for a period of 18 months. The terms and

conditions will remain unchanged and the maximum purchase

price will be 150 euros for each share with a par value of 4 euros. 

Treasury shares

Situation as of December 31, 2004 11 773 93 217 – 128 910 233 900

Appropriations –

– Appropriation to allotted stock options 3 601 -3 601 

– Appropriation to price stabilisation 28 910 -28 910 –

– Appropriation to stock options to be allotted 96 399 -96 399 

Options exercised during the year -37 429 -37 429

Bought 71 075 71 075

Sold -79 887 -79 887

Situation as at December 31, 2005 31 871 59 389 96 399 – 187 659

As a percentage of capital (46 164 229 shares) 0,07 0,13 0,21 – 0,41

Total
Shares allocated 

to other purposes 
Future stock

options
Stock options

allotted
Price 

stabilisation
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Approval of financial statements 
for the year ended December 31, 2005.

Ladies and Gentlemen,

Pursuant to the provisions of Article L. 225-68 of the

French Commercial Code, we are required to make our

observations concerning the Executive Board Report

which has just been read to you as well as concerning

the corporate and consolidated financial statements

for the year ended December 31, 2005.

The Executive Board has regularly kept the

Supervisory Board up to date about the Group’s business 

and has carried out the required audits and controls as part 

of its mission.

To do this, the Supervisory Board called on the services of

three special committees: the Investment Committee, the Audit

Committee and the Selection and Compensation Committee. 

The Supervisory Board has no special observations to make

concerning the Executive Board’s report and the results 

of fiscal year 2005. It therefore invites you to approve 

the financial statements and the resolutions proposed.

The Supervisory Board wishes to thank the Executive Board

and all the Company staff for their hard work and efforts 

in 2005.

The Supervisory Board

Report 
of the Supervisory Board“to the ordinary and extraordinary General Meeting”

Fi
n
an

ci
al

 r
ep

o
rt

M
an

ag
em

en
t 

re
p

o
rt



69

M
A

N
A

G
E
M

E
N

T
 R

E
P

O
R
T

Pursuant to Article L. 255-68 of the French

Commercial Code, relating to the preparation 

and organisation of the Supervisory Board’s work 

and internal control procedures established by 

the Klépierre group.

1 – Preparation and organisation 
of the work of the Supervisory Board 

The Supervisory Board is primarily responsible for the

permanent oversight of the company’s management

by the Executive Board. To this end, it carries out

audits and controls as needed and requests for information

that it deems necessary. The Executive Board has to submit 

a management report to the Supervisory Board at least once

every quarter. It must also submit the Company’s financial

statements for auditing and control.

The Supervisory Board also authorises the Executive Board 

to carry out the following operations:

• acquire or dispose of all interests in all companies;

• acquire or dispose of all real estate property;

• in the event of disputes, sign all treaties and transactions 

and accept all special agreements;

The Supervisory Board has delegated to its Chairman 

the powers to authorise the Executive Board to carry out 

the foregoing operations provided that each individual

transaction does not involve more than 46 million euros 

or its foreign currency equivalent.

The Supervisory Board has delegated to the Executive Board

the powers to carry out these operations provided that each

individual transaction does not involve more than €8 million 

or its foreign currency equivalent. The Chairman of the

Supervisory Board as well as the Executive Board must report

on the use of these authorisations to the Supervisory Board.

Supervisory Board
The list of the nine members of the Supervisory Board can be

found in the section entitled “Supervisory Board” of the annual

report. Independent members are members who have no

relation whatsoever to the Company, the Group or its

management, that could affect their freedom of judgement.

According to these criteria, four out of the nine members 

of the Supervisory Board are independent.

The work of the Board, like that of the special committees, 

is prepared and organised by their respective chairmen. The

Supervisory Board takes its decisions after all its members have

debated the issue. Each member is free to express his opinion

and to ask for any additional information. The Supervisory

Board met seven times during the 2005 fiscal year. The

attendance rate was 81%. The main points debated during

these meetings concerned:

• the annual financial statements and the consolidated 

financial statements for 2004 and the management report 

of these statements;

• the quarterly activity report of the Executive Board;

• investments (in France and abroad);

Report of the Chairman 
of the Supervisory Board“ ”Supervisory Board meeting held on 8 February 2006 to review fiscal 2005
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• the main financing projects and the conditions 

for restructuring part of existing debts;

• appointments to the Executive Board;

• half-year corporate and consolidated financial statements;

• real estate disposals;

• the simplification of the Klépierre group’s shareholding

methods;

• regulated agreements.

Remuneration 
of members of the Supervisory Board
Directors’ fees are set at €150 000. They are divided into two

equal parts, one for Supervisory Board members and the other

for members of the special committees.

As regards Supervisory Board members, the €75 000 are

broken down as follows: €60 000 to be shared equally among

members and €15 000 depending on their effective presence

at Board meetings. The €75 000 assigned to members of the

various committees is distributed according to their attendance

at the meetings of the committees on which they sit.

Special committees
To carry out its duties, the Supervisory Board has created

special committees. Additional information regarding the

composition, duties and functioning of these committees are

developed in the section entitled “Committees” of the annual

report.

These committees are:

Investment Committee

The role of the investment committee is to study the conditions

under which planned acquisitions are to be made and to ensure

that they are in line with the investment strategy. It focuses

more particularly on monitoring the creation of value of

investments made, which is a prerequisite for all decisions to

invest, dispose of or keep an asset. It also defines the financing

assumptions for future investments.

The committee met four times in the last year, with an

attendance rate of 87%.

Its proceedings concerned the 21 planned investment

operations, 14 of which were or are to be realised and 

7 abandoned. 

The most significant projects concerned:

• the establishment in a new Central European country with 

the acquisition of 4 Polish shopping centres and the subsidiary

that manages them. It also examined the 5 Polish and Czech

projects developed by Plaza, which are scheduled to open 

in the next two years;

• the operation concerning the exchange of the building

located at 280/282 boulevard Saint-Germain in Paris for 

the Colombia shopping centre in Rennes;

• The study of a project to acquire an office building via 

a contribution under the REIT tax status.

Audit Committee

This committee is responsible for assessing the major

accounting decisions, financial data, the quality of procedures

and the budget earmarked for the fees of Statutory Auditors.

The main themes that it examined during the year were as

follows:

• changeover to IFRS standards:

– first adoption principles and the main options chosen;

– detailed impacts standard by standard;

– presentation of IFRS financial statements;

– IFRS revalued net assets;

• property appraisals:

– evaluation of accounting firms;

– methodology of appraisals;

• procedures for closing the annual and half-year financial

statements;

• budget set aside for Statutory Auditors’ fees for 2006;

• internal control procedures:

– report on audits in 2005;

– audit plan;

– code of ethics.

The committee met five times during the year, with an

attendance rate of 70%.

Selection and compensation committee

This committee makes recommendations to the Supervisory

Board about the appointment and remuneration of Executive

Board members, pension and providence schemes, benefits 

in kind, stock option plans.

The committee met twice during the year. Meetings were

attended by all members.
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2 – Internal control procedures

Internal control is the organisation of processes, procedures

and controls implemented by the Executive Board to ensure

that risks are fully controlled and to obtain the reasonable

assurance that the Company’s strategic objectives have been

met.

This organisation is mainly based on:
• the effectiveness and efficiency of the way the Klépierre

group functions internally;

• the reliability of external and internal data;

• the adaptation of internal policies and their bringing into

compliance with laws and regulations.

This internal control system is built 
on the key principles below:
• all the Group’s employees contribute to the internal control

system. All employees have a duty, at their individual levels, to

carry out the effective control of the activities for which they

are responsible;

• the separation of powers between those who exercise

independent control and those involved in operations;

• universality. No area of the Klépierre group, either in France

or abroad, falls outside the scope of the internal control

system.

It is broken down into two components:
permanent control and periodic control.
• Permanent control is a procedure based on the continuous

implementation of five components, using a set of appropriate

resources:

– the identification and assessment of risks: these involve the

analyse and measurement of regularly updated risks, that take

controls and procedures into account; Klépierre has set up a

tool known as the “Risk Assessment Matrix”. This tool maps the

Group’s exposure to risk, based on ten identified risk families

(unreliable information, loss of competitiveness, excessive costs,

interruption of business, non-compliance with laws and

regulations, loss of assets, disclosure of sensitive information,

commercial and reputation, human resources, code of ethics).

– procedures: they provide a precise framework for the

business, exactly where the risks have been identified. They are

easily accessible on the Group’s Intranet site and the Group has

provided training and information about them. They are

regularly updated to comply with laws and regulations.

The procedure was launched in 2002 for all the Group’s French

entities. The purpose was to map all procedures and good

practices that had to be implemented. It was also to be used as

a tool for carrying out first and second level controls of these

procedures and good practices, if necessary. The mapping has

been finalised up to 91%.

– controls: the frequency, intensity and organisation of

controls depend on the level of risk. When this is necessary,

controls are formalised into the procedures. The

implementation and effectiveness of the most important ones

are monitored. This has led to the definition of Fundamental

Surveillance Points (FSP). These are used to ensure second level

controls of the Group’s essential business areas by

management, who make it one of the key elements of the

management and supervision of risks.

They follow a methodology and frequency that are predefined

by the management for each chosen activity that presents a

major risk.

The internal audit also conducts controls to ensure that the

FSPs are correctly monitored, qualitatively as well as

quantitatively. There are currently twenty-one FSPs included in

the regular reporting system.

– reporting: the reporting system must provide managers with

visibility of risks (and in particular of the main incidents that

occur), controls and procedures, as well as ongoing corrective

actions. Reports are made every three months, in particular to

the Executive Board;

– steering: a regular examination of reports submitted serves 

as a basis for taking decisions about changes that have to be

implemented.

• Periodic control, carried out by the Klépierre group’s internal

audit department, is an independent and objective activity

aimed at providing assurance and counsel. Its purpose is to

bring added value and improve the Company’s organisation. It

helps the Executive Board to reach its objectives through a

systematic and methodical approach to assessing and improving

risk management, control and corporate governance processes.

The responsibilities, independence and role of the internal

audit function are determined in an internal audit charter

signed in 2004 by the Chairman of the Executive Board 

and the Chairman of the Supervisory Board.



In December 2005, the Audit Committee was apprised of a

project aimed at adopting the best Internal Control practices.

In 2006, the Group will separate Permanent Control from

Periodic Control functions. This will create the position of a

Permanent Control Coordinator who will report to the Executive

Board and whose duties will consist in:

• coordinating the development and setting up of actions to

improve permanent control;

• coordinating methodological choices and tools;

• circulating directives regarding control and monitoring

changes to the internal control system;

• consolidating reporting media.

The Group will also designate correspondents for each

business, function and subsidiary, whose duties will include:

• coordinating the implementation on the ground of the

methodological choices made by the Group;

• regularly designing and adapting the reporting of the system

by indicating the most relevant indicators that will provide

managers with the best possible visibility about their

permanent control system;

• ensuring that reports are regularly passed on to reporting

officers and then to the Permanent Control Coordinator.

It is based on the three control levels below:
• For permanent control: the first level of control is performed

by each employee on individual operations carried out, in

accordance with operating procedures in force; the second 

level is exercised by managers of the business or functions, 

in accordance with the FSPs, in particular. There are dedicated

teams to complete this system.

• For example, two employees from the Accounting Procedures

and Audit department in France and abroad from the

Accounting Division have been specifically appointed:

– to draw up the applicable procedures;

– to define the first and second level controls applicable 

to the closing of the Group's corporate and consolidated

financial statements;

– to carry out horizontal controls;

– to monitor the implementation of recommendations made 

by external auditors; 

– to occasionally check that subsidiaries are correctly

implementing the Group’s benchmark relating to the

preparation of consolidated financial statements;

in order to check that the accounting and financial information

sent to the Company’s governing bodies give a true picture of

the Company’s business and position.

• For periodic control: a third level of control is exercised 

by the Klépierre group’s internal audit department. For example,

an annual audit plan drawn by the Internal Audit manager 

and the Executive Board is submitted for the approval of the 

Audit Committee. This plan is based on a preventive approach

to risks in order to define audit priorities that are in line with

the Group’s objectives. It may however carry out one-off

assignments to address a specific problem.

At the same time, audits are performed in France about

compliance with regulations and internal procedures in the

management of shopping centres once every three years, 

based on a benchmark dealing with the following points:

– safety of goods and persons, in particular in accordance with

regulations applicable to establishments open to the public;

– property administration;

– rental management;

– coordination of the retailer groupings.

The internal audit department has direct access to the Executive

Board and submits reports, recommendations and implementation

plans based on its work and findings to the Audit Committee.

There are six employees assigned to periodic control.

In the specific case of Klépierre, its Management or Supervisory

Board may call upon the General Inspection Unit of its

consolidating entity, the BNP Paribas Group, in particular 

to audit its organisation and procedures.

The Audit Committee is informed at least once a year of the

Group’s entire internal control system, changes to said system

and the findings of the work carried out by the various

participants to the system.

Drawing up of financial data
The clarity of financial data and the relevance of accounting

principles used are monitored by the Audit Committee, in

collaboration with the Statutory Auditors. The corporate 

and consolidated financial statements are prepared by the

accounting division under the responsibility of the Chief

Financial Officer.

The accounts of French companies are prepared centrally 

at Klépierre’s head office on a shared information system. 

The Group has set up procedures to formalise audit working

papers and account justification records that ensure that 

the accounting operations are genuine and complete.

A second level of control consists in ensuring that the
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The management control department carries out consistency

and probability checks on the financial statements and interim

balances, thereby providing a third level of control. The main

aggregates of the management results are matched with

accounting aggregates. Furthermore, the Group’s management

controllers carry out an overall reconciliation to ensure that the

accounting result is consistent with the consolidated result.

These two reconciliation procedures provide the internal

control department with accounting as well as management

information. Naturally, the control mechanism has been adapted

to the application of the new IFRS accounting standards.

The Group’s financial position, treasury forecasts and interest

rate risk management are analysed once a week by the treasury

unit which reports directly to the Chief Financial Officer and

the Chairman of the Executive Board. This unit also prepares

decisions concerning financing, investment and interest rate

hedging. The more important decisions are however presented

to the Supervisory Board.

All the accounting and financial data follow IT procedures

based on daily backups, which are archived away from

operational sites.

supporting documents used in preparing the accounts are

complete and reliable.

A process has been created to certify the data produced 

by the Group’s foreign subsidiaries included in the scope 

of consolidation. Every quarter, the Finance manager of the

entities concerned certifies:

• that the accounting data sent to the consolidation

department are reliable and compliant with the Group’s

accounting standards;

• that the accounting internal control system is functioning

correctly and ensures the quality of accounting data.

Furthermore, off-balance sheet procedures and events that

occur after year-end are issued and complied with under the

responsibility of the Accounting Division.

Each foreign entity has a correspondent in the Accounting

Division who reports to the person in charge of consolidation.

The consolidation department ensures that elements of French

and non-French corporate accounting have been correctly used.

It also justifies and analyses all the consolidation restatements

to IFRS standards.

Klépierre also resorts to external consulting services, primarily

for tax issues both in France and abroad.



on the report prepared by the President
of the Supervisory Board of Klépierre on
the internal control procedures relating
to the preparation and processing 
of financial and accounting information.

Financial Year Ended December 31, 2005

To the Shareholders,

In our capacity as Statutory Auditors of Klépierre, and

in accordance with article L. 225 235 of the French

Company Law (Code de commerce), we report to you

on the report prepared by the President of the Supervisory

Board of your Company in accordance with article L. 225-3768

of the French Company Law (Code de commerce) for the year

ended December 31, 2005.

It is for the President to give an account, in his report, notably

of the conditions in which the duties of the Supervisory Board

are prepared and organized and the internal control procedures

in place within the Company.

It is our responsibility to report to you our observations on the

information set out in the President’s report on the internal

control procedures relating to the preparation and processing

of financial and accounting information.

We performed our procedures in accordance with professional

guidelines applicable in France. These require us to perform

procedures to assess the fairness of the information set out in

the President’s report on the internal control procedures 

relating to the preparation and processing of financial and

accounting information. These procedures notably consisted of:

• obtaining an understanding of the objectives and general

organization of internal control, as well as the internal control

procedures relating to the preparation and processing 

of financial and accounting information, as set out in the

President’s report;

• obtaining an understanding of the work performed to support

the information given in the report.

On the basis of these procedures, we have no matters to report

in connection with the information given on the internal 

control procedures relating to the preparation and processing

of financial and accounting information, contained in the

President of the Supervisory Board’s report, prepared 

in accordance with article L. 225-3768 of the French Company

Law (Code de commerce).

Paris and Paris-La Défense, February 20, 2006

The Statutory Auditors

French original signed by

Mazars & Guérard, Mazars: Odile Coulaud

Ernst & Young Audit: Luc Valverde

Free translation of the French original.

Statutory Auditors’ report“ ”
prepared in accordance with Article L. 225-235 of the French Company Law
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Income statement

Lease income 5.2 449 017 399 420

Expenses on land (real-estate) 5.3 - 2 296 -910

Non-recovered rental expenses 5.3 -5 240 -3 732

Building expenses (owner) 5.3 -32 379 -21 861

Net lease income 409 102 372 917

Management, administrative and related income 5.2 46 362 33 744

Other income from operations 5.2 7 217 6 551

Survey and research costs -835 -771

Payroll expense 8.1 -52 365 -43 510

Other general expenses -19 040 -19 857

Depreciation and amortization allowance on investment property 5.3 -125 535 -109 267

Depreciation and amortization allowance on PPE 5.3 -4 587 -2 990

Provisions -3 111 879

INCOME/LOSS FROM OPERATIONS 257 208 237 696

Gains on sale of investment property and equity investment 5.4 163 831 131 759

Net book value of investment property and equity investment sold 5.4 -143 597 -117 088

Income/loss on sale of investment property and equity interests 20 234 14 671

Income on the sale of assets helf for sale in the short term 129 2 078

Net book value of assets sold

Profit on the sale of short-term assets 129 2 078

Net dividends and provisions on non-consolidated investments -247 -351

Net cost of debt 5.5 -112 700 -121 698

Change in the value of financial instruments -40 0

Discounting effect -1 330 -2 510

Share in earnings of equity-method companies 557 455

PRE-TAX EARNINGS 163 811 130 341

Corporate income tax 5.6 -17 909 -3 873

NET INCOME 145 902 126 468

of which

Group share 120 449 105 147

Minority interests 25 453 21 321

Net income per share in euros 2.6 2.3

Net income per share in euros. fully diluted 2.6 2.3

in thousands of euros

”“
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Balance sheet

Non-allocated goodwill 4.1 33 410 33 366 33 366

Intangible assets 4.2 6 033 7 120 7 120

Property, plant & equipment 4.3 42 167 59 709 59 709

Investment property 4.4 5 487 725 4 902 919 -36 599 4 939 518

Fixed assets in progress 4.4 107 692 95 573 95 573

Property held for sale 4.5 48 857 36 599 36 599 0

Equity method securities 4.6 2 877 4 998 4 998

Non-consolidated securities 4.8 609 842 842

Other non-current assets 4.9 18 743 28 821 28 821

Interest rate swaps 4.16 36 037 33 310 33 310 0

Deferred tax assets 4.18 33 417 21 467 13 620 7 847

NON-CURRENT ASSET 5 817 567 5 224 724 46 930 5 177 794

Inventory 4.10 7 895 7 253 7 253

Trade accounts and notes receivable 4.11 42 437 38 225 38 225

Other receivables 4.12 207 788 193 445 -149 145 342 590

– Tax receivables 62 685 53 699 53 699

– Other debtors 145 103 139 746 -149 145 288 891

Treasury shares 0 0 -8 821 8 821

Cash and near cash 4.13 166 663 115 367 115 367

CURRENT ASSETS 424 783 354 290 -157 966 512 256

TOTAL ASSETS 6 242 350 5 579 014 -111 036 5 690 050

in thousands of euros

”“
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Capital 184 657 184 657 184 657

Additional paid-in capital 743 166 743 166 743 166

Statutory reserves 18 466 17 904 17 904

Consolidated reserves 813 021 791 985 -82 612 874 597

– Revaluation variances 0 680 521 680 521

– Treasury shares -9 096 -6 691 -8 821 2 130

– Assets held for sale 0 0 0

– Fair value of financial instruments -9 201 -8 728 -8 728 0

– Other consolidated reservess 831 318 124 772 124 772

– Retained earnings 0 2 111 -65 063 67 174

Consolidated earnings 120 449 105 147 105 147

Shareholders' equity (group share) 1 879 759 1 842 859 -82 612 1 925 471

Minority interests 424 829 402 109 402 109

SHAREHOLDERS' EQUITY 4.14 2 304 588 2 244 968 -82 612 2 327 580

Non-current financial liabilities 4.15 2 633 906 2 567 766 25 987 2 541 779

Long-term allowances 4.17 7 579 10 002 10 002

Interet rate swaps 4.16 4 009 211 211

Security deposits and guarantees 81 338 75 206 75 206

Deferred tax liabilities 4.18 158 124 114 602 607 113 995

NON-CURRENT LIABILITIES 2 884 956 2 767 787 26 805 2 740 982

Current financial liabilities 4.15 789 941 324 050 -4 519 328 569

Trade payables 55 790 48 630 48 630

Payables to fixed asset suppliers 21 579 4 067 4 067

Other liabilities 4.19 115 847 101 025 -50 710 151 735

Tax and social liabilities 4.19 69 649 87 124 87 124

Short-term allowance 0 1 363 1 363

CURRENT LIABILITIES 1 052 806 566 259 -55 229 621 488

TOTAL LIABILITIES 6 242 350 5 579 014 -111 036 5 690 050

in thousands of euros

January 01,
2005
IFRSNote

December 31,
2005
IFRS

Retraitements
IAS 32/39 
& IFRS 5

December 31
2004 IFRS

excl. IAS 32-39
and IFRS 5



Statement of consolidated 
cash flows

Cash flow of operating activities

Net earnings of consolidated companies 145 902 126 468

Elimination of expenses and income with no material impact on cash flow or not linked to business

– Amortisations and allowances 135 657 121 039

– Capital gains or losses on asset disposals net of income tax and deferred taxes -3 338 -9 315

– Reclassification of financial interests and other items 122 544 121 698

Cash flow of consolidated companies 400 765 359 890

Paid taxes -46 612 -31 511

Change in operating working capital requirements 8 158 20 610

Cash flow from operating activities 362 319 348 989

CASH FLOW FROM OPERATING ACTIVITIES

Income from fixed asset sales 163 893 203 123

Acquisitions of intangible assets – –

Acquisitions of property, plant and equipment – –

Acquisitions of investment property -479 378 -212 870

Acquisitions of subsidiaries subject to deduction of acquired cash -130 145 -236 335

Change in loans and advance payments and other investments 24 335 -13 394

NET CASH LOW LINKED TO INVESTMENT OPERATIONS -421 295 -259 479

Cash flow linked to financing operations 

Dividends paid to shareholders of the parent company -105 727 -19 820

Dividends paid to minorities -23 186 -12 751

Change in net position – –

Repayment of share premium – –

Acquisitions/Sales of treasury shares 1 826 13 087

New loans, financial debt and hedging instruments 590 238 1 427 038

Repayment of loans, financial debts and hedging instruments -302 764 -1 259 136

Financial instruments paid -113 020 -204 835

NET CASH FLOW LINKED TO FINANCING OPERATIONS 47 367 -56 417

CURRENCY FLUCTUATIONS 1 765 

CASH FLOW MOVEMENTS -9 852 33 096

Cash flow at beginning of year 64 869 31 773

Cash flow at year end 55 017 64 869

in thousands of euros

”“

80 K
lé

pi
er

re
F

in
an

ci
al

 r
ep

or
t

20
05

at December 31

2005 2004

Financial report Consolidated Financial Statements



Consolidated reserves

Statement of change in equity

12.31.2003 French GAAP 179 039 680 125 11 936 879 731 879 731 88 295 1 839 126 416 677 2 255 803

IFRS impacts 442 442 442 -1 098 -656

01.01.2004 IFRS 179 039 680 125 11 936 0 0 0 880 173 880 173 88 295 1 839 568 415 579 2 255 146

Change in the capital of the consolidating entity – – –

Acquisitions and sales of treasury shares 2 130 – 2 130 2 130 2 130

Capital transaction costs – – –

Consolidated earnings for the year – 105 147 105 147 20 223 125 370

Appropriation of earnings and dividends paid 

to parent company shareholderse 5 618 63 041 5 968 -6 152 -6 152 -88 295 -19 820 -19 820

Changes in foreign currency unrealized gains and losses -293 -293 -293 -293

Changes in accounting methods – – –

Change in consolidation scope and % of holding – – -9 887 -9 887

Dividends paid to minorities – – -12 751 -12 751

Other transactions -1 261 -1 261 -1 261 -11 055 -12 316

12.31.2004 IFRS 184 657 743 166 17 904 2 130 0 0 872 467 874 597 105 147 1 925 471 402 109 2327580

IAS 32-39 impacts 0 0 0 -8 821 -8 728 -65 063 -82 612 -82 612 -82 612

01.01.2005 184 657 743 166 17 904 -6 691 -8 728 807 404 791 985 105 147 1 842 859 402 109 2244968

Change in the capital of the consolidating company – – –

Acquisitions and sale of treasury shares -2 405 4 232 1 827 1 827 1 827

Capital transaction costs – – –

Consolidated earnings for the year – 120 449 120 449 25 453 145 902

Appropriation of the earnings and dividends

paid to parent company shareholders 562 -1 142 -1 142 -105 147 -105 727 -105 727

Change in the fair value of financial instruments -473 -473 -473 -473

Change in foreign currency unrealized gains and losses 20 947 20 947 20 947 20 947

Change in accounting methods – – –

Change in consolidation scope and % of holding – – 26 491 26 491

Dividends paid to minority interests – – -22 991 -22 991

Repayment of shareholders' equity to minorities – – -6 167 -6 167

Other transactions -123 -123 -123 -66 -189

12.31.2005 184 657 743 166 18 466 -9 096 -9 201 0 831 318 813 021 120 449 1 879 759 424 829 2304588

in thousands of euros

”“
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1 – Operating highlights of 2005 
and the preceding year

1.1 – 2005

Change in Klépierre group holdings

Poland

After acquiring holdings in the Czech Republic (2003)

and then Hungary (2004), Klépierre strengthened 

its holdings in Central Europe in 2005, acquiring 

a key position in Poland, the region’s biggest market.

After entering into a memorandum of agreement on May 20,

2005 with Plaza Centers (Europe) BV, Klépierre acquired 

4 shopping centers in Poland on July 29, 2005 for a total

investment of 203 million euros. Located in Warsaw, Krakow,

Poznan and Ruda, the 4 centers in operation cover total usable

commercial retail floor area of 98 240 sq.m. and generate

annual lease income of around 19 million euros.

The agreement also calls for the acquisition in 2006 and 2007

of shopping centers currently under development, representing

total usable commercial floor area of 102 868 sq.m. They are

located in Poland (with projects in Rybnik, Sosnowiec and Lublin,

for a total estimated investment of €133 million) and 

in the Czech Republic (with projects in Prague and Pilzen, 

for a total estimated investment of €87 million).

These development acquisitions are subject to conditions precedent,

in particular that the necessary building and operating permits

be granted. Under the terms of the agreement, Klépierre agreed

to pay for the centers when they are open for business, the

transaction being covered by a bank guarantee from Klépierre 

to Plaza Centers upon signature of the definitive agreement.

In addition to this transaction, Klépierre subsidiary Ségécé

acquired the remaining 50% equity interest in the Plaza Centers

Hungarian management business it did not already own, having

acquired a 50% stake in July 2004 when 12 Plaza Centers shopping

centers located in Hungary were acquired. Klépierre early

released Plaza Centers from the bank guarantee consented 

to for certain incidental rent in connection with the acquisition.

Italy

Klépierre invested 250 million euros, predominantly in the

shopping malls of Tor Vergata (Rome), Lecce (Pouilles), Solbiate

(Lombardy) and Assago (Milan). The latter, which was inaugurated

last June, is in fact the major extension of an existing shopping

center whose retail base is already well-established. Usable

retail floor area has now been extended to 24 600 sq.m.,

including 9 mid-size retail units and 87 smaller shops – all fully

leased up – juxtaposing a 25 000 sq.m. Carrefour hypermarket.

Klépierre now owns 32 shopping centers in Italy, which offer

total commercial retail floor area of 273 865 sq.m.

Belgium

On October 5, 2005, Klépierre acquired ownership of the

Louvain-la-Neuve shopping center marking the Group’s first

investment in Belgium. The 52 219 sq.m. shopping center 

Notes to the consolidated 
financial statements“ ”
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is built on two levels and features 134 retail outlets for a total

value of 157 million euros.

France

Klépierre pursued its development in 2005, acquiring:

• the Rennes Colombia shopping center, for 44.1 million euros.

The shopping mall, which offers usable commercial retail floor

area of 20 215 sq.m. and includes a supermarket, 4 mid-size

units and 67 smaller shops, was acquired as part of an asset swap

in exchange for the property at 280/282 boulevard Saint Germain

(Paris 7th);

• a 8 625 sq.m. extension of the Grand Marché in Quétigny, 

for 39.7 million euros. It was inaugurated in October 2005 

and formally acquired at year end.

A fully controlled management network

In a bid to strengthen its shopping center management

network, Ségécé bought out the remaining minority interests 

it did not own in its Hungarian affiliate and more recently 

in its Italian affiliate (January 5, 2006), and also pursued 

the establishment of a European network that will enable 

it to directly manage all of Klépierre’s shopping centers assets,

located in ten different countries. In addition, at the end 

of July 2005 Ségécé acquired PCM Poland, which manages

Group shopping center assets in that country.

Office arbitrage continues

In 2005, a total of 8 office properties representing 

35.039 s.qm. were disposed for 124,8 million euros:

• January: the property located at 43/45 Avenue Kléber in Paris;

• March: theTimbaud building in Montigny-le-Bretonneux;

• June: the Nymphéa building in Villepinte;

• September: the Ponant building in Paris and the Marcel Brot

Tower in Nancy;

• October: the Florentin building in Issy-les-Moulineaux;

• November: in Paris the buildings that comprise the

Guémémée Impasse and those on Boulevard Saint-Germain.

L’Espace Kléber let

Espace Kléber, located at 25 avenue Kléber (Paris 16th) and

developing 9 866 square meters of weighted useful space, was

leased simultaneously to the Credit Suisse Group (9 years firm),

which rented two-thirds of the total space, and to Veolia

Environnement (5 years), which agreed to rent the remaining

third.

The leases begin running on February 1, 2006 and will produce

annual lease income of 6.45 million euros.

Sale of equity interest in Secmarne

On January 13, 2005, Klépierre SA and Klétransactions sold

8.87% and 13.14%, respectively, of Secmarne equity to 

BNP Assurances for 29.6 million euros excluding transfer

duties. Secmarne owns the Noisy Arcades shopping center 

as well as Blagnac and Saint-Orens shopping malls located 

in the Greater Toulouse Area.

The acquisition of the latter two malls included an additional

cash payment of 4.2 million euros in March 2005 to the seller.

In June 2005, Klépierre added its equity interest SNC Secmarne

to its SIIC holdings by paying an exit tax of 7.3 million euros.

Change in debt terms and conditions
• The club deals signed in 2003 and 2004 were renegotiated

in March 2005, with the aim of:

– renewing and extending the back-up line of commercial paper;

– improving the financing terms and conditions of this back-up

line and medium-term lines of credit;

– defining less onerous and more homogenous financial

covenant constraints.

• New bank borrowings:

– bank financing was set up in Italy in the form of a bilateral loan

of 80.9 million euros by Kléfin Italia. This short-term financing

facility (due in December 2006) is non-recourse for Klépierre. 

An additional sum of 90 million euros was drawn down on

December 8, 2005 to finance the acquisition of additional

equity by Klépierre in Assago and the acquisition of the

Cavallino shopping mall in Lecce, Italy;

– a bridge loan was contracted in the second half of 2005 

to finance the investment program, which was revised upward.

On the December 31, 2005 reporting date, this loan had been

drawn down for 275 million euros, out of a maximum amount 

of €400 million;

– on January 31, 2006, Klépierre paid off its two club deals 

(a total of €750 million due in 2007 and 2009, and a 

back-up facility of €300 million) and the aforementioned

bridge loan (€275 million) by setting up a new syndicated loan

for a total of 1.5 billion euros. This revolving credit was 

contracted for a total of 7 years, including the swing line. 

By restructuring its bank borrowings, Klépierre was able to once

again improve financing terms and conditions and its financial

covenants, while also extending the term of borrowing.
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Supervisory Board changes chair 
and Executive Board appointments
Vivien Lévy-Garboua, who was appointed head of compliance

for BNP Paribas in January 2005, opted to refrain from serving

as chairman of any board. Consequently, at the close of

Klépierre’s annual Shareholders’ meeting on April 7, 2005, 

Mr. Lévy-Garboua resigned from his position as Chairman 

of the Klépierre Supervisory Board, a position he had held 

since April 12, 2000. He decided to maintain his seat on 

the Supervisory Board, to which he was re-elected by 

the Shareholders on April 8, 2004.

The Supervisory Board, which convened its members immediately

after this year’s annual Shareholders’ meeting, selected 

Dominique Hoenn as its new Chairman. Currently a Senior Adviser

and formerly the CEO of BNP Paribas, Mr. Hoenn is a member

of the Collège de l’Autorité des Marchés Financiers. He has

served on the Klépierre Supervisory Board since April 8, 2004.

At the Klépierre Supervisory Board meeting of June 1, 2005

chaired by Dominique Hoenn, two new members were

appointed to the Klépierre Executive Board: Jean-Michel Gault

and Laurent Morel. Jean-Michel Gault has been Klépierre’s CFO

since 1998. Laurent Morel joined Klépierre in February 2005,

and will take over as head of the shopping center division.

Éric Ranjard, Vice-Chairman of the Klépierre Executive Board 

in charge of business development and the shopping center 

segment informed the Supervisory Board at a meeting held on

December 15, 2005 of his intention to retire. Consequently,

and as he had already indicated, he stepped down from his

operational duties at the end of 2005. Éric Ranjard will continue

to serve as chairman of Ségécé, the Klépierre subsidiary 

specializing in shopping center management and development,

and will advise the Klépierre Executive Board on acquisitions

and external growth strategy. He will also continue to serve 

as Chairman of France’s national shopping center board 

(the Conseil National des Centres Commerciaux).

Laurent Morel, appointed CEO of Ségécé last June, has 

taken over management duties.

The Executive Board now counts four members: Michel Clair,

Chairman; Claude Lobjoie, head of the office segment and

Corporate Secretary; Jean-Michel Gault, CFO; and Laurent

Morel, head of the shopping center segment.

Dividend payout
At their annual meeting on April 7, 2005 the Shareholders 

decided to set the dividend at 2.3 euros per share, payable 

on April 15, 2005.

1.2 – 2004

Payment of the dividend in stock
On April 8, 2004 the Klépierre AGM set the net dividend 

at 2 euros per share, payable both in cash and in the form 

of a scrip issue.

78.7% of Klépierre Shareholders opted for dividend payment 

in the form of shares. The ensuing equity increase totaled 

68.8 million euros and created 1 404 466 new shares that 

were admitted to listing on May 12, 2004. Cash payment 

of dividends totaled 19.8 million euros.

Change in Klépierre group holdings
At the beginning of 2004, Klécar France acquired the 

Reims-Tinqueux mall for 10.4 million euros.

In February, Klépierre sold off 8.76% of Créteil Soleil (Solorec),

reducing the Group's interest in the company from 88.76% 

to 80% and bringing in a 5 million euro capital gain. On June

28, 2004 Créteil Soleil bought the UGC multiplex cinema next 

to the mall for 19.4 million euros.

On July 30, 12 shopping centers were purchased in Hungary 

for 279.7 million euros (effective July 1). At the same time,

Ségécé acquired 50% of Plaza Centers Management, a

Hungarian shopping centre manager.

Klépierre continued to grow in Spain, buying the El Alisal 

shopping centre in Santander at the end of July and 

the Los Angeles shopping centre on the outskirts of Madrid 

in December 2004, for in total 38.2 million euros.

At the beginning of October, Ségécé raised its 50% stake 

in the Spanish Centros Shopping Gestion (CSG) to 100% 

at a cost of around 9.4 million euros.

On November 9, Klépierre bought the Blagnac and Saint-Orens

malls in the Toulouse conurbation for 107 million euros.

On November 29, the Group picked up its option to raise 

its stake in IGC (the owner of 9 shopping centers) from 40% 

to 50% at a cost of 11.5 million euros.

At the beginning of December, Kléfin Italia became the sole

owner of Serravalle, which owns a mall near Genoa.

On December 24, 2004 SC Bourse swapped an undivided 

50% holding in the Marseille Bourse mall for 30.9 million euros

(plus expenses) in return for 25.19% of Secmarne, which owns

the Noisy Arcades mall. At the same time, the Group bought

out the minority shareholders of Secmarne for 16 million euros.

At the end of December 2004, Klépierre spent 24.8 million euros

on the purchase from Carrefour of 25 medium-sized units, mostly

Feu Vert, Quick or McDonald’s brands and mainly located on 
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the edges of shopping centers where Klépierre already owns

the mall.

The sale of six office buildings and two malls generated 

a 5.8 million euro net gain, plus the 50% gain on the sale 

of the Marseille Bourse mall (€5 million).

Debt restructuring
In July 2004, Klépierre decided to refinance its existing debt

through a €600 million bond issue maturing July 2011 

and offering a 4.625% coupon, and the introduction of 

a 250 million euro club deal over 5 years. The funds this 

generated allowed early repayment of the existing 895 million euro

debt (a €670 million syndicated loan falling due January 2006

and a €225 million bridge loan falling due February 2007).

Restructuring of rate hedging instruments
In December 2004 Klépierre restructured its rate hedging

instruments, canceling most existing instruments, particularly

options, by paying a 94.1million euro commission, not includ-

ing accrued coupon interest. At the same time it put in place 

new swaps for a total notional amount of 1 190 million euros 

(of which €1 100 million payable by Klépierre SA and 

€90 million by Klécar Italia) and took out a new 300 million

euro fixed-rate bank loan (€135 million Klépierre SA and 

€165 million Klépierre Hungary).

2 – Accounting Principles and Methods

Company information
Klépierre is a French société anonyme subject to all laws and

regulations applicable to commercial companies in France, and

in particular to the French Commercial Code. The Company's

registered office is at 21 avenue Kléber, Paris.

On February 3, 2006, the Executive Board closed and authorized

publication of the Klépierre SA financial statements for 2005.

These will not be final until approved by the Shareholders at

the AGM.

Klépierre shares are listed on the Euronext Paris Eurolist (senior

equity market) which operates on a deferred settlement basis.

Principles applied in the preparation 
of the Financial Statements
Pursuant to IAS Regulation (EC)1606/2002 of July 19, 2002,

the Consolidated Financial Statements of the Klépierre group

have been prepared in compliance with IFRS presentation,

accounting and valuation rules as adopted by the European

Union on December 31, 2005. The international accounting

standards include International Financial Reporting Standards

(IFRSs), International Accounting Standards (IASs) and their

interpretations (SICs and IFRICs).

The first set of IFRS financial statements are those for the 2005

financial year and include 2004 comparables restated for IFRS.

The 2004 financial statements were prepared pursuant to

CRC99-02 French rules.

The 2004 comparables, restated for IFRS, have been prepared

on the same basis as the accounts as at December 31, 2005 and

therefore in compliance with the standards and interpretations

adopted by the European Union on December 31, 2005 

and with the options and exemptions elected by the Group.

IAS 32 and IAS 39 did not apply before January 1, 2005 and

as a result the French accounting principles applied prior to

that date were again applied in 2004. They are not comparable

with those applied at December 31, 2005 since IFRS 1 gives

the option of not restating 2004 financial statements. The

2004 and 2005 Income Statements are consequently not 

comparable.

The following standards that are currently being adopted 

by the European Union and will have no material impact on

Klépierre financial statements, have not been applied early:

• new standards:

IFRS 7: Financial instruments: disclosure (applicable as of

01.01.2007).
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• amendments to existing standards:

IAS 19: Actuarial gains and losses, group plans and disclosures

(applicable as of 01.01.2006).

IAS 39: Cash flow hedge accounting of forecast intragroup

transactions (applicable as of 01.01.2006).

IAS 39: The fair value option (applicable as of 01.01.2006).

IAS 1: Presentation of Financial statements capital disclosure

(applicable as of 01.01.2007).

IAS 21: Net investment in foreign operations (applicable 

as of 01.01.2006).

• interpretations:

IFRIC 4: Determining whether an arrangement contains a lease

(applicable as of 01.01.2006).

IFRIC 8: Scope of IFRS 2 (applicable as of 01.05.2006).

IFRS 1: First-time adoption
For this first-time adoption of IFRS, the provisions of IFRS 1

concerning first-time adoption have been applied.

For opening balances, retrospective adoption of the standards

applicable at December 31, 2005 means that:

• at January 1, 2005 all assets and liabilities meeting IFRS 

definitions and accounting criteria have been recognized 

in the opening balance, and those assets and liabilities alone;

• assets and liabilities have been classified under IFRS rules;

• assets and liabilities have been measured under IFRS rules;

• the impact of adjustments has been recognized in opening

equity.

Financial instruments: IAS 32-39 apply as of January 1, 2005

(no comparatives, pursuant to paragraph 36-a of IFRS 1).

IFRS 1 allows elective exceptions for certain provisions:

• business combinations: business combinations that occurred

before IFRS transition need not be restated;

• fair value or revaluation as deemed cost: the deemed cost of

tangible assets and investment property will be fair value stated

in the Consolidated Financial Statements as at January 1, 2003

following the adoption of SIIC;

• employee benefits - post-employment defined benefits: the

Group applies the corridor method when recognizing actuarial

gains/losses on its commitments;

• share-based payments: only schemes agreed after November

7, 2002 whose rights were not acquired at January 1, 2005

have been recognized.

In addition, the following options do not apply or have not

been selected:

• compound financial instruments;

• assets and liabilities of subsidiaries, associated and joint 

venture coinvestees;

• designation of previously recognized financial instruments;

• insurance contracts;

• accrued translation differentials;

• liabilities arising on dismantling that are included in tangible

asset costs;

• leases (IFRIC 4);

• initial recognition at fair value of financial assets and liabilities.

IFRS transition is described in the 2004 reference document

under "IFRS specifications". Leading principles are stated in 

the 2005 interim financial statements published by Klépierre.

Paragraph 10 of the Notes to the Financial Statements 

as at December 31, 2005 provides:

• a table comparing equity under French accounting rules/IFRS 

at 01.01.2004 and 12.31.2004;

• a comparison of the Income Statement under French

accounting rules/IFRS as at December 31, 2004);

• a comparison of the Balance Sheet as at December 31, 2003

under French accounting rules and the opening balance 

at January 1, 2004 under IFRS;

• a comparison of the Balance Sheet under French accounting

rules/IFRS as at December 31, 2004.

Conformity with accounting standards
The Consolidated Financial Statements of Klépierre SA 

and all its subsidiaries have been prepared in compliance 

with the International Financial Reporting Standards (IFRSs).

Consolidated Financial Statements - basis
The Consolidated Financial Statements include the financial

statements of Klépierre SA and of its subsidiaries as at

December 31 each year. The subsidiaries' financial statements

have been prepared for the same reference periods as those 

of the parent company, using the same accounting methods.

The subsidiaries have been consolidated at acquisition, being

the dates on which the Group obtained control of them, until

the date such control ended.

The Group's Consolidated Financial Statements have been 

prepared at historic cost, with the exception of derivatives and

financial assets held for sale, which have been measured at fair

value. The carrying value of assets and liabilities, which have
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been hedged at fair value and measured at cost, has been

adjusted to take account of changes in fair value caused 

by the risks covered. The Consolidated Financial Statements 

are denominated in euro and all figures have been rounded up

or down to the closest thousand, unless otherwise stated.

Summary of material decisions and assumptions

Decisions

In order to prepare financial statements in compliance with the

Group's accounting methods, management adopted a number

of assumptions in addition to those requiring the use of estimates.

Estimates

The most important assumptions concerning future events 

and other uncertainties arising from estimates made at closing,

in respect of which there is a significant risk of material change

in the net carrying values of assets and liabilities over 

the coming year – are shown below:

• valuation of goodwill.

The Group verifies goodwill at least once a year, requiring

calculation of value in use of the cash-generating units to which

goodwill is allocated. Value in use is assessed by estimating 

the future cash flow expected from a cash-generating unit while

at the same time selecting a pre-tax discount rate to measure

the current value of the same cash flow.

2.1 – Consolidation Scope and Methods

Consolidation scope
The Consolidated Financial Statements of Klépierre cover all

companies over which it has majority control, joint control 

or significant influence.

The calculation of level of control takes account of potential

voting rights giving an entitlement to additional votes, if these

can be exercised or converted immediately.

Subsidiaries are consolidated at the date on which the Group

obtained effective control of them.

The Group also consolidates a number of separate entities 

created specifically for particular operations (ad hoc entities)

even though the Group may have no holding in them, on the

ground that it exercises de facto control over them (activities

performed exclusively for the Group, decision-making and 

management performed by the Group). There are no ad-hoc

entities in the Group.

Consolidation method

The consolidation method is not selected on the sole basis 

of the size of the holding in the subsidiary concerned:

• majority control: full consolidation. Control is assumed 

to exist if Klépierre holds over half the voting rights in the 

subsidiary, either directly or indirectly. Such control also exists

if the parent has the ability to manage the financial and 

operating policies of the entity and to appoint, dismiss 

or call meetings of most members of the board of directors 

or equivalent body;

• joint control: proportional consolidation. Joint control exists 

if all shareholders must come to a unanimous agreement on

operating, strategic and/or financial decisions. The agreement 

is required by contract: articles of association, shareholder

agreements;

• significant influence: consolidation using the equity method.

Significant influence means that the company can participate 

in the financial policy and operating decisions of an entity but

does not control it. It is assumed to exist if the Group holds 

at least 20% of the voting rights in an entity either directly 

or indirectly. Shares consolidated at equity are recognized on

the balance sheet initially at purchase cost, +/- the proportion 

of net worth generated after purchase, minus impairment;

• no influence: non-consolidated companies.

The acquisition of any additional participation in a consolidated

company will give rise to goodwill, being the difference between

the purchase price and the amount of minority interest (%)

acquired.

Goodwill on companies consolidated under the equity method

is recognized under "Companies consolidated under the equity

method" but is not amortized.

Intercompany transactions
Intercompany accounts and gains on transactions between

Group companies have been eliminated. Until December 31,

2004 fees arising on development activity did not need 

to be eliminated until incorporated into property or inventory

cost of sale by purchasers. As of January 1, 2005 the internal

margin on developments has been eliminated. The non

eliminated internal margin in 2004 was not significant.

Financial products billed to promotion companies and listed

among their inventories continue to be carried in profit or loss. 
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2.2 – Accounting for business combinations
IFRS 3 provides that all business combinations falling within

its scope must be recognized as acquisitions.

A business combination is the bringing together of separate

entities or businesses into one reporting entity.

The acquired identifiable assets, liabilities, and contingent 

liabilities (with the exception of non-current assets held for

sale) are measured initially by the acquirer at their fair values 

at the acquisition date.

The difference between the purchase cost of the interest 

in the consolidated companies and the Group's interest 

in the net fair value of the acquired identifiable net assets 

and liabilities is goodwill.

On the date of acquisition, the buyer records positive goodwill

as an asset. Total negative goodwill is immediately recognized 

in the income statement.

IFRS 3 (Business Combinations) prohibits the amortization 

of goodwill. Instead goodwill must be tested for impairment 

at least annually or more frequently if events or changes 

in circumstances indicate impairment has occurred.

Impairment is tested by allocating goodwill to the cash

generating units, which are standard units together generate

identifiable cash flows.

Intangible items must be recognized as assets separately from

goodwill if they are identifiable, i.e. they arise from contractual

or other legal rights or are separable from the activities 

of the acquired entity and provide future economic benefits.

Initially recognized assets and liabilities must be adjusted 

within 12 months of the acquisition date.

2.3 – Foreign currency translation
The Consolidated Financial Statements are denominated 

in euro, which is the functional currency of Klépierre and 

the currency in which it publishes its information. Each 

company in the Group decides its own functional currency 

and the items in the financial statements of each company 

are measured using its own functional currency.

The Group's foreign subsidiaries perform certain transactions in

foreign currencies that are not their own functional currencies.

Such foreign currency transactions are initially translated into

the functional currency at the exchange rate applicable 

at the transaction date.

At the balance sheet date, monetary assets and liabilities

denominated in foreign currency are translated into 

the functional currency at the exchange rate applicable 

at the balance sheet date. Non-monetary foreign currency

items measured at historic cost are translated at the exchange

rate applicable at the transaction date. Non-monetary, foreign

currency items measured at fair value are translated at the

exchange rate applicable at the date the fair value was set.

At the balance sheet date, the assets and liabilities of such 

subsidiaries are translated into the currency in which Klépierre

SA presents its information (euro), from January 1, 2005 

at the exchange rate then applicable, while their income

statements are translated at the weighted average exchange 

rate for the year. Currency differentials resulting from the

translation are carried directly to a heading other than equity.

In the event of the disposal of a foreign operation, the total

accrued deferred exchange gain/loss, as recognized separately

from equity, on that foreign operation is recognized in profit 

or loss.

2.4 – Intangible assets
An intangible asset is a non-monetary item without physical 

substance that is both identifiable, and thus separable 

from the acquired entity or arising from contractual or other

legal rights and must be controlled by the company by reason 

of prior events or a provider of future economic benefits.

IAS 38 provides that intangible assets cannot be amortized

unless they have a known useful life. Intangible assets without 

a known useful life cannot be amortized but instead must 

be tested for impairment annually (IAS 36).

Intangible assets with a finite useful life are amortized 

straight-line over their expected useful lives.

2.5 – Investment property
IAS 40 defines an investment property as a property held 

by the owner or by the lessee (under a finance lease) to earn

rentals or for capital appreciation or both, but does not include:

• property held for use in the production or supply of goods 

or services or for administrative purposes; or

• property held for sale in the ordinary course of business 

(trading).

Almost all Klépierre's assets are "investment property". 

The properties occupied by the Group are recognized 

as tangible assets. Following initial recognition, investment

property is measured:

• either at fair value (all changes being recognized 

in the income statement); or

• at cost under IAS 16; in this case, the fair value of 

the investment property is given in the Notes to the Financial

Statements.
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On May 26, 2004, the Supervisory Board agreed the adoption

by Klépierre of IAS 40, electing application of the cost model.

Gains/losses on the disposal of investment property are carried

to "Investment property gains/losses".

In order to provide more complete financial information that 

can be compared to that provided by those of its leading 

competitors who have elected to use the fair value model 

when measuring their own investment property, Klépierre 

provides financial information on a proforma basis, in which

investment property is measured at fair value.

Cost model
Investment property is initially measured at cost, including

transaction costs, and is depreciated using the "component

method".

The depreciation of investment property reflects use 

of economic benefit and takes account of:

• the depreciation base, which is acquisition cost minus the 

residual value of the investment property;

• over the useful lives of the investment property components. 

If these have varying useful lives, each component with a cost

that is material to the total cost of the investment property is

depreciated separately over its own useful life;

After initial recognition, investment property is accounted for 

as cost less accumulated depreciation and minus accumulated

impairment losses.

Investment property is depreciated straight-line over its useful life.

Depreciation term and method and residual value must 

be reviewed at each balance-sheet date.

Investment property is also tested for impairment at closing 

if there are any indications of impairment. If any such exist, 

the new recoverable amount is compared with the net carrying

value, with recognition of impairment if applicable (see 2.7).

The gain or loss on disposal is recognized as income or expense

in the income statement under "Gain/loss on the disposal 

of investment property".

Adoption of the cost model implies application of the

"component model". Klépierre has taken the option offered 

by IFRS 1 of recognizing as the deemed cost of its properties

under IFRS at the opening IFRS balance sheet date, the

revalued amount at January 1, 2003 when SIIC was adopted,

this being their deemed market value at that date. Values 

were divided between land and buildings as required by experts,

i.e. based on:

• land/building distribution (office properties);

• comparison with rebuilding costs (shopping centers).

An age weighting was applied to the cost of rebuilding as new,

to which was added rebuilding expense.

Properties acquired after January 1, 2003, plus extensions 

and refurbishment work impacting revalued investment property,

have been entered on the balance sheet at purchase cost.

Component method
Adoption of the component method relies on the

recommendations of the Fédération des Sociétés Immobilières 

et Foncières (Federation of Property Companies – FSIF) 

on components and useful life:

• properties developed by the subsidiaries themselves: 

assets are classified by component type and measured 

at realization cost;

• investment properties held in the portfolio long or short-term:

components are classified in one of four ways: business

premises, shopping centers, offices or residential properties.

Per asset class, a further four classifications are applied, 

in addition to land:

– Structure;

– Facades, waterproofing, roofing;

– Installations Générales et Techniques (general and technical

services – IGT);

– Fittings.

Component classification is based on the historic and technical

features of each property.

For first-time adoption of this method, the historic cost of 

a property was calculated on the basis of the proportion of the

revalued amount used as deemed cost at January 1, 2003 that

is attributed to each component.
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All figures are based on an "as new" assumption. Klépierre has

therefore calculated proportions for fittings, technical services

and facades at January 1, 2003 using the terms shown on the

above grid, calculated from the date of construction or latest

general refurbishment of the property. The figure for structure

is deduced from the figures for the other components and is

depreciated over the residual term set by the valuers in 2003.

Purchase expenses are shared between land and buildings,

those allocated to buildings being amortized over the

depreciation period for structure.

Residual value is the current estimate of the amount 

the company would obtain (minus disposal costs) if the property

were already of the age it will be and in the condition it will 

be in at the end of its useful life.

Given the useful lives assumed, the residual value of 

components is nil.

2.6 – Non-current assets held for sale
IFRS 5 on presentation and measurement applies to investment

property measured using the cost model under IAS 40, 

so long as the asset is available for immediate sale and meets

the conditions for classification as being held for sale. 

An impairment test is run immediately before any asset is 

classified as being held for sale.

The Klépierre group has reclassified under IFRS 5 all properties

for which sale instructions have been issued.

The accounting impact of this is:

• cost of sale is imputed to the lower of net carrying value 

and net fair value;

• separate presentation on the face of the balance sheet 

of the properties concerned;

• depreciation ceases.

2.7 – Impairment of assets
IAS 36 applies to tangible and intangible assets, including

goodwill. It requires a check for any indication that an asset

may be impaired.

Such an indication might be:

• major decline in market value;

• negative changes in technology, markets, economy, or laws.

For the purposes of the test, assets are grouped into cash-

generating units (CGUs), which are standard asset groups

whose continued use generates cash inflows that are largely

separate from those generated by other asset groups.

Assets must not be recognized at more than their recoverable

amount.

Recoverable value is the higher of an asset's fair value less costs

to sell and its value in use.

Value in use is the discounted present value of estimated future

cash flows expected to arise from the continuing use of an

asset, and from its disposal at the end of its useful life.

An impairment loss should be recognized whenever recoverable

amount is below carrying amount.

Under certain circumstances, the reversal of an impairment loss

may be recognized as income in the income statement, but

reversal of an impairment loss for goodwill is prohibited.

The Klépierre group treats all properties and shopping centers

as CGUs.

Furthermore, all goodwill generated by the Group relates 

primarily to Ségécé and its subsidiaries. Impairment tests 

are performed by an independent valuer at least once a year 

or whenever there is a significant event during the course 

of the year.

The tests run for Klépierre by Close Brother Fairness rely 

on the range of valuations produced by the DCF (discounted

cash flow) method as applied to the period 2006-2010. 

At the first stage of this method, the future cash flow that

might be generated on the activities portfolio of each company

is estimated, without taking account of any direct or indirect

financing costs. At the second stage, the value of the activities

portfolio, cash flows and the estimated value of the portfolio 

at the end of the forecast period (end value) are estimated 

and then discounted at an appropriate rate. The discount rate

applied, which is based on the capital asset pricing model, 

is the sum of the following three items: risk-free interest rate,

general market risk premium (expected market risk premium x

beta for the activities portfolio), specific market risk premium

(which takes account of the proportion of specific risk not

already included in flows). At the third and final stage, the value

of each company's equity is obtained by deducting from 

the value of its activities portfolio the net financial debt 

at the valuation date and also, where appropriate, the value 

of minority interests at the same date.
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Structure 60 years 60% 35 to 50 years 50%

Facades 30 years 15% 25 years 15%

IGT 20 years 15% 20 years 25%

Fittings 12 years 10% 10 to 15 years 10%

Shopping centers

Term QP

Offices
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2.8 – Inventory
IAS 2 defines inventory as assets held for sale in the ordinary

course of business (finished goods), assets in the production

process for sale in the ordinary course of business (work in

process), and materials and supplies that are consumed in 

production (raw materials).

A write-down to net realizable value (NRV) must be recognized

if the selling price less the costs necessary to make the sale is

lower than the carrying value.

The Group's inventory is primarily disbursements on projects 

at the study stage.

The disbursements are carried to loss if projects are

abandoned.

2.9 – Leases

Leases
IAS 17 defines a lease as an agreement by which the lessor

transfers to the lessee the right to use an asset for a given

period of time in exchange for a single payment or for a series

of payments.

IAS 17 identifies two types of lease:

• finance leases: transfer substantially all the risks and rewards

incident to ownership. Ownership of the asset may, or may 

not be transferred to the lessee by the end of the lease term;

• all other leases are classified as operating leases.

Benefit/cost of leases
Lease income is recognized over the lease term on 

a straight-line basis.

The benefit/cost of lease incentives is recognized, usually

straight-line, over the term of the lease.

The reference period is the fixed firm lease term.

Entry fees
Entry fees received by the lessor are recognized as 

supplementary rental.

Entry fees form part of the net amount paid by the lessee 

to the lessor under a lease agreement. Under IFRS, the

accounting periods over which the amount is recognized must

not be affected by the form of the lease or by the installments

of the payment. Such fees must be spread over the first fixed

term of the lease.

Early termination charge
The lessee will pay an early termination charge if he terminates

the lease before it expires.

Under IFRS, such a charge is imputed to the original lease 

and is carried to profit for the year in which it occurs.

Eviction payment
If the lessor terminates a current lease, he will make an eviction

payment to the resident lessee.

• Replacement of a lessee

If the making of an eviction payment leads to a change 

in the performance of an asset (a higher rent increasing 

the value of the property), IAS 16 (revised) provides that 

the cost may be capitalized in the cost of the property so long

as the increased value is confirmed by independent valuations. 

If it is not, the cost will be expensed.

• Renovation of a property requiring the clearing 

of resident lessees

If an eviction payment relates to major renovation or

reconstruction work on a property requiring the clearing 

of tenants before it can start, the cost will be treated as a

preliminary expense and recognized as a supplementary

component of the renovation work.

Land leases: IAS 40 and IAS 17
Land and property leases, depending on whether they are 

operating or finance leases, are treated in the same way as

leases for other types of asset. However, since the useful life 

of land is usually infinite and, unless ownership is transferred 

to the lessee by the end of the lease term, substantially all the

risks and rewards incident to ownership will not be transferred

to the lessee (land leases are operating leases). Initial payments

made in this respect therefore constitute pre-rentals and are

amortized over the term of the lease, in line with the benefits

obtained. The benefits obtained on each lease will be found 

by examining each individual agreement.

IAS 40 provides that such initial payments must be carried 

as prepaid expenses.
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2.10 - Receivables and other debtors
Receivables are recognized and measured at face value minus

accruals for non-recoverable amounts. Doubtful debts are

estimated when it is likely that the entire receivable will not 

be recovered. Bad debts are carried to loss as soon as 

they are recognized.

2.11 - Borrowing costs
IAS 23 requires borrowing costs to be recognized under 

financial charges associated with construction.

They may also be included in borrowing costs if they are

directly attributable to the acquisition, construction or

production of a qualifying asset.

Klépierre has not adopted this treatment and instead treats 

the financial expense associated with these operations as part

of the cost price. It has therefore capitalized financial expenses

over the term of the construction work.

2.12 - Provisions and contingent liabilities
IAS 37 (Provisions, Contingent Liabilities and Contingent

Assets) states that a provision should be recognized when 

there is a liability that is likely or certain to cause an outflow 

of resources without any at least equivalent consideration 

being expected from the creditor.

IAS 37 requires that long-term non-remunerated liabilities 

be discounted.

2.13 - Payable and deferred tax

Fiscal regime applicable to listed 
property investment companies
• General features of the SIIC fiscal regime

The corporation tax exemption regime applicable to listed 

property investment companies (SIICs) introduced under 

article 11 of the 2003 Finance Act and implemented under 

the Decree of 11 July 2003 is open to all companies listed 

on a regulated French market, having minimum equity 

of 15 million euros and whose corporate purpose is either 

the purchase or construction of properties for rent, or direct 

or indirect investment in entities with the same corporate 

purpose. A decision to opt into the SIIC regime is irrevocable

once taken. Subsidiaries subject to corporation tax and at least

95% controlled by the Group may also opt into the regime.

In return for exemption, companies must distribute 85% 

of their rental profits, 50% of their sales gains and 100% 

of the dividends paid to them by those of their subsidiaries

that are subject to corporation tax and have opted for 

this regime.

Deciding to opt into the SIIC regime makes the entity

concerned immediately subject to 16.5% exit tax on deferred

gains on properties and on shares in partnerships not subject

to corporation tax. 25% of the exit tax falls due on 15 December

of the year in which the regime begins to apply, the balance

being payable over the three following years.

On September 26, 2003 the AGM gave Klépierre permission 

to opt into the new SIIC regime with retrospective effect 

to January 1, 2003.

• Discounting exit tax liability

The exit tax liability is discounted on the basis of its runoff. 

The liability is payable over 4 years commencing when the SIIC

regime becomes applicable to the entity concerned. A financial

charge is then recognized in the income statement over the

deferred payment period.

Following initial recognition, the liability is discounted by 

the imputation of interest to the income statement at each 

balance sheet date. The discount rate applied is calculated

using the rate curve, plus the period of deferment, plus 

the Klépierre refinancing spread.

• Corporate profit tax on companies not eligible 

for the SIIC regime

Since its adoption of the SIIC regime in 2003, Klépierre SA 

recognizes SIICs that are exempt from the property leasing 

and capital gains taxes, and other companies that are subject 

to those taxes.

Corporate profit tax on non-SIICs is calculated under French

ordinary law requirements.

French ordinary law and deferred tax
Corporate profit tax is calculated using the rules and rates

applicable in each country in which Group companies are 

registered, over the period to which the profit/loss applies.

Both corporate profit tax and tax on future profit are offset 

if they arise within the same fiscal group, refer to the same 

fiscal authority and if offsetting is allowed by law.

Tax is deferred if the carrying value of an asset or liability 

is entered on the balance sheet before its fiscal value, thus 

giving rise to a gain that is taxable over future periods.

A deferred fiscal asset is recognized when there is a fiscal loss

that can be carried forward owing to the likelihood that 

the entity concerned will generate taxable gains in the future,
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against which the fiscal asset can be set.

Deferred fiscal assets and liabilities are measured using 

the liability method and the tax rate expected to apply when

the asset will be realized or the liability paid, and on the basis

of the tax rate and fiscal rules adopted, or that will be adopted,

before the balance sheet date. The measurement of deferred

fiscal assets and liabilities must reflect the fiscal impact 

of the way in which the company expects to recover or settle

the carrying value of its assets and liabilities at the balance

sheet date.

All payable and deferred tax is carried as a fiscal gain or loss 

in the income statement. However, in the case of deferred 

tax recognized or paid since the acquisition or disposal 

of a subsidiary or participation, and deferred gains and 

losses on assets held for sale, the associated deferred 

tax will be imputed to equity.

Deferred tax is calculated at local rates applicable at closing.

The main rates applied are: 34.43% (France), 35% (Spain),

37.25% (Italy), 33% (Belgium), 29% (Greece), 27.5%

(Portugal), 19% (Poland) and 16% (Hungary).

2.14 - Treasury shares
All treasury shares held by the Group are presented at 

acquisition cost as a deduction from equity. Gain arising 

on the disposal of treasury shares is presented as an increase 

in equity so that disposal gains/losses do not impact net

profit/loss for the period.

Under French GAAP, which applies to treasury shares until

December 31, 2004, shares issued and held by Klépierre 

for allocation to employees are recognized as securities 

held for trading at acquisition cost. Where necessary, 

a provision is formed to cover any fall in the difference

between the purchase price and the exercise price 

on employee options.

Shares held while awaiting changes in market price are carried

as securities held for trading at acquisition cost. A provision 

will be formed if market value is lower than acquisition cost.

2.15 - Distinction between liabilities and equity
The difference between liabilities and equity depends on

whether the issuer is under an obligation to make a cash 

payment in this respect. Whether the cash payment can 

be decided by the issuer or is imposed on it is the crucial 

distinction between these two concepts.

2.16 - Financial assets and liabilities
Financial assets include long-term assets and loans, current

assets in the form of operating receivables, receivables 

in the form of securities or investments, derivatives and cash.

Financial liabilities include loans, other forms of financing and

bank overdrafts, derivatives and operating debt.

IAS 39 (Financial instruments: Recognition and Measurement)

describes how financial assets and liabilities must be measured

and recognized.

Measurement and recognition of financial assets
• Loans and receivables

These include receivables arising on participations and other

loans and receivables. They are recognized at amortized cost,

which is calculated using the effective interest method. 

(The effective interest rate is the rate that exactly discounts 

estimated future cash payments or receipts to the net carrying

amount of the financial asset or liability).

• Assets held for sale

These include equity investments.

Equity investments are the Group's interest in non-consolidated

companies.

Investments in equity instruments that are not quoted on an

active market and whose fair value cannot be reliably measured

must be valued at cost.

• Cash and cash equivalent

This includes credit balances with banks, short-term deposits

maturing in under three months, money market funds 

and other investment securities.

Recognition and measurement 
of financial liabilities 
With the exception of derivatives, all loans and other financial

liabilities are measured at amortized cost using the effective

interest method.

• Recognition of liabilities at amortized cost

Under IFRS, redemption premiums on bond issues and debt

issuance expenses are deducted from the nominal value 

of the loans concerned and applied in the calculation 

of the effective interest rate.

• Application of the amortized cost method to liabilities

hedged at fair value

A gain or loss from the change in fair value of swaps used 
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as fair value hedges will cause the carrying amount of 

the (effective portion of the) hedged item to be adjusted for

the corresponding gain or loss with respect to the hedged risk.

Since the characteristics of derivatives and items hedged 

at fair value are generally similar, any ineffectiveness carried 

to hedging profit or loss will be minimal.

If a swap is cancelled before the due date of the hedged

liability, the amount of the debt adjustment will be amortized

over the residual term, using the effective interest rate

determined at the date the hedge ended.

Recognition and measurement of derivatives
As parent company of the Group, Klépierre is responsible 

for almost all Group financing and has centralized management

of interest rate and exchange risks. This financial policy has led

Klépierre to put in place the facilities and associated hedging

instruments needed by the Group.

Klépierre hedges its liabilities using derivatives and has

consequently adopted hedge accounting as per IAS 39:

– fair value hedges: hedges of the exposure to changes in fair

value of balance sheet items, that are attributable to interest

rate, credit or exchange risk (e.g. a fixed-rate liability);

– cash flow hedges: hedges of the exposure to variability 

in cash flows, achieved by fixing the future cash flow on 

a variable-rate liability or asset.

Klépierre meets all IAS 39 hedge definition 

and effectiveness criteria.

• The adoption of hedge accounting has the following

consequences:

– fair value hedges of existing assets and liabilities: 

the hedged portion of the asset/liability is accounted for at fair

value on the balance sheet. The gain or loss from the change 

in fair value is recognized immediately in profit or loss. 

At the same time there is an opposite corresponding

adjustment in the fair value of the hedging instrument, 

in line with its effectiveness;

– cash flow hedges: The portion of the gain or loss on the fair

value of the hedging instrument that is determined to be 

an effective hedge is recognized directly in equity and recycled

to the income statement when the hedged cash transaction

affects profit or loss. The gain or loss from the change 

in value of the ineffective portion of the hedging instrument 

is recognized immediately in profit or loss.

• Recognition date: trade or settlement

IFRS seeks to reflect the time value of financial instruments 

as closely as possible by ensuring that, where possible,

instruments with a deferred start date are recognized on the

trade date, thus allowing calculation of the deferred start date.

However, this principle cannot be applied at blanket level 

to all financial instruments; commercial papers, for example, 

are often renewed a few days before their due date. If they 

were recognized at their trade date, this would artificially

extend the runoff between the renewal trade date on a paper

and its effective start date.

Klépierre applies the following rules:

– Derivatives are recognized at their trade date and

measurement takes account of deferred termination dates 

(if any).

– Other financial instruments (especially liabilities) are

recognized at settlement date.

• Determination of fair value

Financial assets and liabilities carried at fair value are measured

either using listed price or valuation models that apply market

criteria. The term "model" refers to mathematical methods

based on generally accepted financial theory.

For any given instrument, an active, liquid market is any market

on which transactions regularly take place and on which there is

a reliable level of supply and demand, or on which transactions

take place involving instruments that are very similar to the

instrument being measured.

Where prices are quoted on an active market, they are used to

determine fair value. Such prices will thus be used to measure

listed securities and derivatives traded on organized markets

such as the futures or option markets.

Most OTC derivatives, swaps, futures, caps, floors and simple

options are traded on active markets. They are measured using

generally accepted models (discounted cash flow, Black and

Scholes, interpolation) that are based on the market prices of

such instruments or similar underlyings.

• Fiscal treatment of changes in fair value

For Klépierre:

– deferred tax will be calculated for Klépierre SA financial

instruments recognized at fair value applying non-SIIC pro rata

of financial profit/loss;

– the financial instruments of foreign subsidiaries recognized 

at fair value (e.g. Klécar Italia swaps) will generate a deferred

tax calculation at rates applicable in the country concerned.
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2.17 – Employee benefits
Employee benefits are recognized as set out in IAS 19, which

applies to all payment for services rendered except share-based

payment, which is covered by IFRS 2.

All employee benefits, whether paid in cash or in kind, short 

or long-term must fall into one of 4 main classifications:

• short-term benefits such as salaries and wages, annual leave,

profit-sharing, shares, company contributions to schemes;

• post-employment benefits, such as (in France) supplementary

bank pension payments or (other countries) private pension

schemes;

• other long-term benefits, including paid leave and seniority

payments, some deferred compensation schemes paying 

out in monetary units;

• severance pay.

Recognition and measurement depends on the classification

into which the benefit falls.

• Short-term benefits

The company recognizes a loss when it uses services rendered

by employees and in return pays agreed benefits to them.

• Post-employment benefits

In accordance with generally accepted principles, the Group

distinguishes between defined contribution and defined 

benefit plans.

Defined contribution plans do not give rise to any liability 

so far as the company is concerned and therefore are not

provisioned. Contributions paid during the period are

recognized in loss.

Defined benefit plans do give rise to a liability so far as 

the company is concerned and must therefore be measured 

and provisioned.

The classification of a benefit into either of the above

categories will depend on the economic basis of the benefit

that will be used to decide whether the Group is required 

to provide the promised benefit to the employee under 

the terms of an agreement or an implicit obligation.

Post-employment benefits classified as defined benefit plans 

are calculated on an actuarial basis that takes account of

demographic and financial factors.

The provision needed for the commitment will be determined

on the basis of the actuarial assumptions adopted by the

company and will apply the Projected Unit Credit Method. 

The value of hedging assets, if any (plan assets and redemption

rights) will be deducted from the resulting figure).

The size of plan liabilities and the value of its hedging assets

may change considerably from one period to another in line

with changes in actuarial assumptions, and may give rise 

to actuarial gains/losses. The Group applies the corridor

method to account for actuarial gains/losses on its

commitments. Use of the corridor method means that as 

of the following financial year the proportion of actuarial

gain/loss that is in excess of the higher of the following need

not be recognized: 10% of the discounted gross value 

of the liability or 10% of the market value of the plan hedge

asset at the end of the previous period.

• Long-term benefits

These are benefits (other than post-employment benefits 

or severance pay) that are not payable in their entirety within

twelve months of the end of the financial year in which the

employees concerned provided the services in question.

The actuarial method applied is similar to that used for 

post-employment defined benefits, except that actuarial

gains/losses are recognized immediately and there is no

corridor. Furthermore, any gain/loss resulting from change 

to the plan but deemed to apply to previous services is

recognized immediately.

• Compensation due upon termination of employment

This is the severance pay given to employees if their

employment with the Group is terminated before they 

reach statutory retirement age or if they accept voluntary

redundancy. Severance pay that is payable more than 

twelve months after the balance sheet date is discounted.
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2.18 - Share-based payment
IFRS 2 provides that all share-based payment must be expensed

when the goods or services given in return for these payments

are used.

For the Klépierre group the standard applies primarily 

to the purchase of shares to meet the commitments arising

from its employee stock option scheme.

Pursuant to IFRS 1, only schemes agreed after November 7,

2002 whose rights were not acquired at January 1, 

2005 need be recognized. As a result, Klépierre's 1999 stock

option scheme has not been restated. There are 

no other schemes.

2.19 – Segment reporting
IAS 14 requires the reporting of financial information 

by line of business and geographical area in respect of primary

and secondary segments. Segments are identified by analyzing 

risks and returns to then form standard segments.

Line of business and geographical segments must be reported 

if they account for 10% or more of the total revenue, external

and internal, of all segments.

If total external revenue attributable to reportable segments 

is less than 75% of the total consolidated revenue, additional

segments should be identified as reportable segments until 

at least 75% of total consolidated revenue is included in

reportable segments.

The following information should be disclosed for primary 

segments: revenue, pre-tax and pre-financial charge profit/loss,

the carrying value of sector assets, sector liabilities and

investments over the period.

The following information should be disclosed for secondary

segments: revenue, sector assets, and investments over 

the period.

The Klépierre group discloses primary sector information 

on the Group under line of business and secondary sector

information under geographical area.

• Primary sector lines of business: shopping centers and offices;

• Secondary sector geographical areas: France, Spain, Portugal,

Italy, Greece, Hungary and "other" Europe.
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% of interest
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3 – Consolidation scope

2004

% of control

200520042005

“Methods
December 2

005”(1)Principal OfficeSiren N°Companies

SA Klépierre 780 152 914 Paris FC 100.00% 100.00% 100.00% 100.00%

OFFICE BUILDINGS

SAS Klépierre Finance 433 613 312 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS LP7 428 782 486 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 43 Kléber 398 966 812 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Issy Desmoulins 398 968 677 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Concorde Puteaux 400 098 364 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Suffren Paris 15 400 098 448 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Kléber Levallois 400 098 356 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Leblanc Paris 15 400 110 235 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 21 Kléber 582 017 273 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS CB Pierre 343 146 932 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 21 La Pérouse 389 519 158 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 46 Rue Notre Dame des Victoires 392 655 395 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 192 Avenue Charles de Gaulle 392 654 505 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 23 Avenue Marignan 392 663 670 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 43 Grenelle 393 438 742 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS 5 Turin 398 969 014 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Espace Kléber 419 057 823 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Espace Dumont d’Urville 419 057 922 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Général Leclerc n° 11 Levallois 381 986 363 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Jardins des Princes 391 237 716 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Barjac Victor 390 123 057 Paris FC 100.00% 100.00% 100.00% 100.00%

SHOPPING CENTERS – FRANCE

SNC Kléber La Pérouse 388 724 361 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS KLE 1 389 217 746 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Saint André Pey Berland 377 563 978 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC SCOO (formerly Secmarne) 309 660 504 Paris FC 79.94% 100.00% 79.94% 100.00%

SNC Klécar France 433 496 965 Paris FC 83.00% 83.00% 83.00% 83.00%

SNC KC1 433 816 501 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC2 433 816 444 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC3 433 816 725 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC4 433 816 774 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC5 433 817 269 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC6 433 842 549 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC7 433 842 515 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC8 433 842 564 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC9 433 816 246 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC10 433 816 220 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC11 433 894 243 Paris FC 83.00% 83.00% 100.00% 100.00%
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SNC KC12 433 894 102 Paris FC 83.00% 83.00% 100.00% 100.00%

SNC KC20 449 054 949 Paris FC 83.00% 83.00% 100.00% 100.00%

SAS Marseille Le Merlan 451 355 861 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Opale 398 968 735 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Centre Jaude Clermont 398 960 963 Paris FC 100.00% 99.99% 100.00% 99.99%

SAS Doumer Caen 398 969 113 Paris FC 100.00% 99.96% 100.00% 99.96%

SAS Strasbourg La Vigie 399 181 635 Paris FC 100.00% 99.85% 100.00% 99.85%

SCS Klécar Europe Sud 428 864 268 Paris FC 83.00% 83.00% 83.00% 83.00%

SAS Socoseine 389 287 871 Paris FC 93.75% 93.75% 100.00% 100.00%

SC Solorec 320 217 391 Paris FC 80.00% 80.00% 80.00% 80.00%

SC Centre Bourse 300 985 462 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Tours Nationale 393 439 062 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Melun Saints-Pères 402 668 792 Paris FC 100.00% 99.98% 100.00% 99.98%

SCS Bègles Arcins 404 357 535 Paris PC 50.00% 50.00% 50.00% 50.00%

SNC Soccendre 319 814 075 Paris FC 74.25% 74.25% 100.00% 100.00%

SCI Sécovalde 405 362 682 Paris FC 40.00% 40.00% 40.00% 40.00%

SNC Klétransactions 479 087 942 Paris FC 100.00% 100.00% 100.00% 100.00%

SCI Bègles Papin 449 389 956 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Le Havre Tourneville 407 799 493 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Cécoville 409 547 015 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Le Havre Capelet 410 336 564 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Poitiers Aliénor 410 245 757 Paris FC 100.00% 100.00% 100.00% 100.00%

SA Brescia 419 297 163 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Foncière Saint-Germain 378 668 875 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Soaval 419 620 075 Paris PC 37.50% 37.50% 50.00% 50.00%

SAS Klémurs 419 711 833 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Cécobil 408 175 966 Paris PC 50.00% 50.00% 50.00% 50.00%

SNC Espace Cordeliers 421 101 882 Paris PC 50.00% 50.00% 50.00% 50.00%

SAS Flandre 423 012 004 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Candé 423 012 376 Paris FC 99.99% 99.99% 100.00% 100.00%

SCI du Bassin Nord 422 733 402 La Plaine St-Denis PC 50.00% 50.00% 50.00% 50.00%

SNC Le Havre Vauban 420 307 704 Paris PC 50.00% 50.00% 50.00% 50.00%

SNC Le Havre Lafayette 420 292 047 Paris PC 50.00% 50.00% 50.00% 50.00%

SCI Tour Marcel Brot 428 810 287 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Sodevac 388 233 298 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Odysseum Place de France 428 788 525 Paris FC 70.00% 70.00% 70.00% 70.00%

SAS Klécar Participations Italie 442 229 175 Paris FC 83.00% 83.00% 83.00% 83.00%

SAS Holding Gondomar 1 438 568 545 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Holding Gondomar 3 438 570 129 Paris FC 100.00% 100.00% 100.00% 100.00%

SAS Klépierre Participations et Financements (formerly K. Hongrie) 442 692 315 Paris FC 100.00% 100.00% 100.00% 100.00%

SCI La Plaine du Moulin à Vent 479 718 124 Paris PC 50.00% – 50.00% –

SNC Angoumars 451 149 405 Paris FC 99.38% – 99.38% –

SCI Beausevran 441 648 714 Paris FC 83.00% – 100.00% –

% of interest

2004

% of control

200520042005

“Methods
December 2

005”(1)Principal OfficeSiren N°Companies
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SERVICE PROVIDERS - FRANCE

SCS Ségécé 562 100 214 Paris FC 75.00% 75.00% 75.00% 75.00%

SNC Klégestion 398 058 149 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Ségécé Loisirs et Transactions 421 220 252 Paris FC 75.00% 75.00% 100.00% 100.00%

SNC Klépierre Conseil 398 967 000 Paris FC 100.00% 100.00% 100.00% 100.00%

SNC Galae 433 909 165 Paris FC 87.25% 87.25% 100.00% 100.00%

Gie Klépierre Services 435 194 725 Paris FC 87.75% 87.75% 100.00% 100.00%

SHOPPING CENTERS - INTERNATIONAL

Srl Immobiliare Magnolia Italy Milan FC 85.00% 85.00% 85.00% 85.00%

Akciova Spolocnost ARCOL Slovakia Bratislava FC 100.00% 100.00% 100.00% 100.00%

SA Klécar Foncier Iberica Spain Madrid Alcobendas FC 83.00% 83.00% 100.00% 100.00%

SA Klécar Foncier España Spain Madrid Alcobendas FC 83.00% 83.00% 100.00% 100.00%

SA Klépierre Vinaza Spain Madrid Alcobendas FC 100.00% 100.00% 100.00% 100.00%

Spa ICD Italy Milan FC 85.00% 85.00% 85.00% 85.00%

SA Delcis Cr Czech Republic Prague FC 100.00% 99.00% 100.00% 99.00%

SA Klépierre Nea Efkarpia Greece Athens FC 83.00% 83.00% 100.00% 100.00%

SA Klépierre Foncier Makédonia Greece Athens FC 83.01% 83.01% 100.00% 100.00%

Spa IGC Italy Milan PC 50.00% 50.00% 50.00% 50.00%

SA Klélou-Immobiliare Portugal Carnaxide FC 100.00% 100.00% 100.00% 100.00%

Spa Klécar Italia Italy Milan FC 83.00% 83.00% 100.00% 100.00%

SA Coimbra Belgium Brussels FC 100.00% 100.00% 100.00% 100.00%

Srl Novate Italy Milan FC 85.00% 85.00% 85.00% 85.00%

SA Klépierre Athinon A.E. Greece Athens FC 83.00% 83.00% 100.00% 100.00%

SA Klépierre Peribola Patras Greece Neo Psyhiko FC 83.00% 83.00% 100.00% 100.00%

Besloten vennootschap Capucine BV Netherlands Amsterdam FC 100.00% 100.00% 100.00% 100.00%

Spa Kléfin Italia Italy Milan FC 100.00% 100.00% 100.00% 100.00%

SA Foncière de Louvain-la-Neuve Belgium Brussels FC 100.00% 100.00% 100.00% 100.00%

SA Klépierre Portugal SGPS SA Portugal Carnaxide FC 100.00% 100.00% 100.00% 100.00%

SA Cinémas de L’esplanade Belgium Brussels FC 100.00% 100.00% 100.00% 100.00%

SA Galeria Parque Nascente Portugal Lisbon PC 50.00% 50.00% 50.00% 50.00%

SA Gondobrico Portugal Lisbon PC 50.00% 50.00% 50.00% 50.00%

SA Klénor Imobiliaria Portugal Carnaxide FC 100.00% 100.00% 100.00% 100.00%

SA Klétel Imobiliaria Portugal Carnaxide FC 100.00% 100.00% 100.00% 100.00%

Srl Collegno Italy Milan FC 100.00% 100.00% 100.00% 100.00%

SARL Assago Italy Milan FC 100.00% 20.00% 100.00% 20.00%

Spa Serravalle Italy Milan FC 100.00% 100.00% 100.00% 100.00%

SA Klépierre Vallecas Spain Madrid Alcobendas FC 100.00% 100.00% 100.00% 100.00%

Sarl Szeged Plaza Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Szolnok Plaza Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Zalaegerszeg Plaza Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Nyiregyhaza Plaza Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%
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% of interest

2004

% of control

200520042005

“Methods
December 2

005”(1)Principal OfficeSiren N°Companies

% of interest

2004
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200520042005
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(1) FC: Full Consolidation – PC: Proportionate Consolidation – EM: Equity Method – NC: Deconsolidated during the year.

SA Duna Plaza Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl CSPL 2002 (Cespel) Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl GYR 2002 (Gyor) Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Debrecen 2002 Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Uj Alba 2002 Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Miskolc 2002 Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl Kanizsa 2002 Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Sarl KPSVR 2002 (Kaposvar) Hungary Budapest FC 100.00% 100.00% 100.00% 100.00%

Srl Galleria Commerciale Klépierre Italy Milan FC 100.00% – 100.00% –

Klépierre Sadyba Poland Warsaw FC 100.00% – 100.00% –

Klépierre Krakow Poland Warsaw FC 100.00% – 100.00% –

Klépierre Poznan Poland Warsaw FC 100.00% – 100.00% –

Ruda Slaska Plaza Spzoo Poland Ruda Slaska-Wirek FC 100.00% – 100.00% –

Sadyba Center SA Poland Warsaw FC 100.00% – 100.00% –

Krakow Spzoo Poland Cracovia FC 100.00% – 100.00% –

Poznan SA Poland Cracovia FC 100.00% – 100.00% –

SA Finascente Portugal Carnaxide PC 50.00% – 50.00%

SA Place de l’Accueil Belgium Brussels FC 100.00% – 100.00% –

Galleria Commerciale Cavallino Italy Milan FC 100.00% – 100.00% –

Galleria Commerciale Solbiate Italy Milan FC 100.00% – 100.00% –

Klépierre Pologne Poland Warsaw FC 100.00% – 100.00% –

Klépierre Cz Czech Republic Prague FC 100.00% – 100.00% –

SERVICE PROVIDERS - INTERNATIONAL

SL Centros Shopping Gestion Spain Madrid Alcobendas FC 75.00% 75.00% 75.00% 75.00%

SA Devimo Consult Belgium Brussels EM 26.25% 26.25% 35.00% 35.00%

Srl Effe Kappa Italy Milan PC 50.00% 50.00% 50.00% 50.00%

Srl PSG Italy Milan PC 37.50% 37.50% 50.00% 50.00%

Sro FMC Central Europe Czech Republic Prague FC 56.25% 56.25% 75.00% 75.00%

SA Sogecaec Portugal Carnaxide FC 75.00% 75.00% 100.00% 100.00%

PCM (Hongrie) Hungary Budapest FC 75.00% 50.00% 100.00% 50.00%

Ségécé Hellas Greece Athens FC 75.00% – 100.00% –

PCM (Poland) Poland Warsaw FC 75.50% – 100.00% –

DECONSOLIDATED COMPANIES

SC Antin Vendôme NC 50.00% 50.00%

SAS Baudot Massy NC 100.00% 100.00%

SNC Maille Nord NC 100.00% 100.00%

SAS Toulouse Mermoz NC 100.00% 100.00%

SCI Noble Galerie NC 100.00% 100.00%

SCI Noble Cafétéria NC 100.00% 100.00%

SC Noble Restauration NC 100.00% 100.00%

SCI Aurora NC 100.00% 100.00%

SCI Orengal NC 100.00% 100.00%

% of interest

2004

% of control

200520042005

“Methods
December 2

005”(1)Principal officeCountryCompanies
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Holdings in subsidiaries

At December 31, 2005, the consolidation included 

151 companies (141 at December 31, 2004).

• 17 companies have been newly consolidated using the full

consolidation method and a further 2 using the proportional

method.

4 Polish holding companies, 4 property companies with centers

in Poland at Ruda, Krakow, Poznan and Warsaw, plus PCMP 

(a management company) were added to the consolidation 

at December 31, 2005.

Galleria Commerciale Klépierre Srl, an Italian company wholly

owned by Klépierre, was set up to hold the Tor Vergata mall.

Galleria Commerciale Cavallino, purchased on December 6,

2005, owns a mall in Lecce, Puglia, Italy.

Galleria Commerciale Solbiate, an Italian company bought 

on December 2, 2005, owns a mall at Solbiate in Italy.

Place de l’accueil, a Belgian company, owns the extension 

to the Louvain-la-Neuve mall.

Finascente of Portugal is the sole owner of the Galeria Parque

Nascente property company.

Ségécé Hellas of Greece was set up by Ségécé and is

consolidated.

Beausevran SCI was acquired at the end of the financial year 

and owns commercial premises in the Beausevran shopping 

center.

Augoumars SNC was set up to own the Champ de Mars mall 

in Angoulême.

La Plaine du Moulin à Vent SCI, owned jointly by Klépierre 

and Lireto Invest SA, was set up as a joint venture for the Cité 

du Meuble et de la Maison project in the Boissénart shopping

centre in Melun and has been consolidated using the

proportional method.

• 9 companies have been deconsolidated

6 were taken over in April 2005 by Secmarne: Toulouse

Mermoz SAS, Noble Galerie SCI, Noble Cafetéria SCI, Noble

Restauration SC, Aurora SCI and Orengal SC.

The entire assets of Baudot Massy SAS, a dormant company,

were contributed to Klépierre on January 1, 2005.

Maille Nord SNC and Antin Vendôme SC, which had been

dormant and without any property assets since 2004, 

were deconsolidated at December 31, 2005.

• Changes in holdings (%)

The stake in Assago, the Italian owner of a mall in Milan, 

was increased from 20% to 100%.

The 50% interest in PCM Hungary was raised to 100% over 

the period. The company will now be consolidated using the full

consolidation method (proportional method used in 2004).

Following the merger of Toulouse Mermoz SAS and Secmarne

SAS, the 100% holding and controlling interest in SCOO SNC

(formerly Secmarne SAS) was reduced to 79.94% between

December 31, 2004 and December 31, 2005.

Delcis, a Czech company, is now wholly owned.

The acquisitions of the Polish property companies on July 29,

2005, of the Italian companies Cavallino (Lecce mall) and

Solbiate in December 2005 and of BeauSevran have been

recognized using the purchase method. This imputes the 

cost of the business combination by recognizing at fair value 

at their acquisition date all assets, liabilities and contingent

liabilities acquired. The Consolidated Financial Statements

consequently include (i) 5 months of profit/loss for the Polish

property companies and for Place de l'Accueil, the extension 

to Louvain-la-Neuve and (ii) 1 months of profit/loss 

for Assago, Cavallino, Solbiate and Beau Sevran since 

the purchase date.
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The contribution of the acquired entities over the period 

to the main headings in the Financial Statements, and having 

a material impact on the accounts of the Klépierre group, 

is as follows:

Given the nature of the Group's acquisitions, including leased

assets and lease management companies, all acquisitions to date

have been treated as acquisitions of business operations.

In addition, the purchase prices and disbursements made in 2005

to buy shares in shopping centers were as follows:
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Poland Sadyba-Varsovie July 2005 2 183 736 329 47 344 27 469

Poland Ruda July 2005 676 133 295 12 706 12 311

Poland Cracovia July 2005 2 504 904 -582 71 890 44 200

Poland Poznan July 2005 2 528 1 175 1 486 74 536 37 920

Italy Cavallino-Lecce December 2005 106 63 26 22 793 14 022

Italy Assago-Milan(1) December 2005 724 530 -92 166 018 108 770

Italy Solbiate December 2005 91 61 26 14 638 10 023

Belgium Place de l'Accueil-Louvain-la-Neuve July 2005 44 -134 -100 12 924 1 297

France Beau Sevran December 2005 -36 -85 -94 15 263 6 306

TOTAL 8 820 3 383 1 294 438 112 262 318
(1) This company changed its consolidation method during the year (from equity method to full consolidation); the figures presented are those at 100%. in thousands of euros

Net income
Income from
Operations

Lease 
incomeCountrys Center/city Acquisition date

Net fixed 
assets Net debt

Acquisition price of securities in the holdings 18 493 14 099 11 29 065 7 983 14 282 16 394 53 756 7 800

Amount paid in 2005 for acquisition of securities 18 493 14 099 11 29 065 7 983 5 186(1) 16 178 52 271(2) 5 600(3)

Amount of cash on the acquisition date 610 1 023 1 068 3 593 59 0 0 0 746
(1) Additional downpayment of 8 644 000 euros paid in 2003. – (2) Acquisition of securities for 24 271 000 euros then follows a capital increase of 28 000 000 euros. in thousands of euros
(3) 800 000 euros price supplement. Futhermore, 20% are payable in January 2006.

Poland Belgium Italy France

Poznan Plaza
Spzoo

Ruda Plaza
Spzoo

Sadyba
Center SA

Krakow Plaza
Spzoo

Place 
de l’Accueil Solbiate Cavallino Assago Beausevran

4 – Notes to the Balance Sheet

4.1 – Goodwill

Metropoli 913 913

Galeria Parque Nascente 1 713 1 713

Centros Shopping Gestion 11 977 11 977

Ségécé 9 111 9 111

Hungary – Plaza Centers Management 3 577 -403 3 174

Devimo – –

Secmarne 1 816 -1 002 814

Hungary Plazas 1 184 -1 184 –

ICD (Brescia) 909 909

IGC 3 209 3 209

PSG 902 902

Other goodwill 681 7 688

NET GOODWILL 33 366 2 626 -1 002 -1 580 33 410

in thousands of euros

Reduction by
sales, retire-

ment of assets

Acquisitions,
new businesses

and spinoff
2004

December

Other move-
ments, reclassi-

fication
2005

December

Financial report Consolidated Financial Statements



Goodwill totaled 33.4 million euros. Main movements are the

result of the sale of a proportion of Secmarne, the final attribution

of the goodwill generated by the purchase of the 12 Hungarian

property companies to property assets and 2 purchase

premiums, which cannot be allocated, on the acquisitions 

of centers.
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– Centros Shopping Gestion 11 977 11 977

– Ségécé 9 111 9 111

– Hongrie – Plaza Centers Management 3 577 3 577

– Devimo –

– Secmarne 1 816 1 816

– Hungary Plazas 1 147 37 1 184

– ICD (Brescia) 909 909

– IGC 3 209 3 209

– PSG 902 902

– Other goodwill 1 267 -586 681

NET GOODWILL 12 189 21 726 -586 37 33 366

in thousands of euros

Reduction by
sales, retire-

ment of assets

Acquisitions,
new businesses

and spinoff
2004 

January 01

Other 
movements,

reclassification
2004

December 31

4.2 – Intangible assets

Leasehold acquisition rights – 460 460

Business concern 1 074 1 528 -283 -788 1 531

Software programs 9 570 532 23 -2 798 10 921

Other intangible assets 6 700 181 -118 157 44 -3 041 3 923

Total gross value 17 344 2 241 -118 0 180 -241 -2 571 16 835

Leasehold acquisition rights – 

Software programs -5 866 – -1 806 -3 4 -201 -7 872

Other intangible assets -4 358 118 -696 -94 257 1 843 -2 930

Total amortizations -10 224 0 118 -2 502 -97 261 1 642 -10 802

INTANGIBLE ASSETS – NET VALUE 7 120 2 241 0 -2 502 83 20 -929 6 033

in thousands of euros

Exchange rate
fluctuations

Change in con-
solidation scope

Allowances for
the year

Reduction by
sales, retire-

ment of assets

Acquisitions,
new businesses

and spinoffs
2004

December

Other 
movements,

reclassification
2005

December
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Leasehold acquisition rights – –

Business concern 909 165 1 074

Software programs 7 899 557 1 114 9 570

Other intangible assets 6 728 1 233 -7 240 59 -1 553 6 700

Total gross value 15 536 1 790 -7 0 240 59 -274 17 344

Leasehold acquisition rights – –

Software programs -4 232 – -1 601 -33 -5 866

Other intangible assets -3 668 7 -1 202 -65 -39 609 -4 358

Total amortizations -7 900 0 7 -2 803 -65 -39 576 -10 224

INTANGIBLE ASSETS – NET VALUE 7 636 1 790 0 -2 803 175 20 302 7 120

in thousands of euros

Exchange 
rate 

fluctuations

Change
in consolida-
tion scope

Allowances for
the year

Reduction by
sales, retire-

ment of assets

Acquisitions,
new businesses

and spinoffs
2004

January 01       

Other move-
ments, reclassi-

fication
2004

December 31     

Intangible assets total 6 millioneuros (€7.1 million at December 31, 2004) and are mainly software packages written down straight-line over 1-4 years.

4.3 – Tangible assets

Land 23 030 23 030 23 030

Constructions and fixtures 17 693 17 693 -10 17 683

Furniture and equipment 21 133 21 133 1 231 -854 -178 307 -14 674 6 965

Total gross value 61 856 61 856 1 231 -854 – -178 307 – – -14 684 47 678

Constructions and fixtures -1 329 -1 329 -665 -1 994

Furniture and equipment -818 -818 -1 416 57 -25 -1 315 -3 517

Total amortizations -2 147 -2 147 – – -2 081 57 -25 – – -1 315 -5 511

Provisions for impairment –

PROPERTY, PLANT & EQUIPMENT – 

NET VALUE 59 709 59 709 1 231 -854 -2 081 -121 282 – – -15 999 42 167

in thousands of euros

Exchange
rate 

fluctuations
Allowances
for the year

Reduction by
disposals, retire-
ment of assets

Acquisitions,
new businesses

and spinoffs
2005

January 01     
2004

31 December   

Additions
to consolida-
tion scope

Departures
from consoli-
dation scope Impairment

Other 
movements, 

raclassification
2005

December 31   

Financial report Consolidated Financial Statements
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This is mainly two properties operated by the Group: 21 La Pérouse and Espace Dumont d’Urville. Other movements are reclassifications

as investment property.

Purchases over the year were of the Italian mall at Tor Vergata

(€58.2 M), the Belgian mall at Louvain (€39.3 M), 

an additional €45 M downpayment on the land at Vallecas 

and the malls at Rennes Colombia (€44.1 M) and Quétigny

(€39.7 M). Additions were the 4 Polish shopping centers

(€196 M), those at Solbiate, Lecce and Assago (€166 M) 

and the extensions at Louvain and Beau Sevran (€27.1 M). 

Other movements mainly concerned the reclassification 

of properties as being for sale or of assets in construction 

as fixed assets.

Land 23 030 23 030

Constructions and fixtures 17 693 17 693

Furniture and equipment 2 675 1 229 -171 1 333 17 897 -1 830 21 133

Total gross value 2 675 40 723 1 229 -171 – 1 333 17 897 – – -1 830 61 856

Constructions and fixtures -663 -666 -1 329

Furniture and equipment -818 -2 809 -819 3 628 -818

Total amortizations -818 -663 – – -3 475 -819 – – – 3 628 -2 147

Provisions for impairment –

PROPERTY, PLANT & EQUIPMENT –

NET VALUE 1 857 40 060 1 229 -171 -3 475 514 17 897 0 0 1 798 59 709

in thousands of euros

Exchange
rate 

fluctuations
Allowances
for the year

Reduction by
disposals, retire-
ment of assets

Acquisitions,
new businesses

and spinoffsIFRS
2004

January 01     

Additions to
consolida-
tion scope

Departures
from consoli-
dation scope Impairment

Other
movements,

raclassification
2004

December 31   

4.4 – Investment property and fixed assets in progress

Land 2 507 494 2 493 859 134 426 2 179 150 406 -17 654 2 763 216

Constructions and fixtures 2 617 732 2 592 177 125 267 12 264 271 286 39 221 3 040 215

Furniture and equipment – –

Total gross value 5 125 226 5 086 036 259 693 – – 14 443 421 692 – 21 567 5 803 431

Constructions and fixtures -185 708 -183 117 -130 777 -96 -4 -1 712 -315 706

Furniture and equipment -

Total amortizations and provisions -185 708 -183 117 – – -130 777 -96 -4 – -1 712 -315 706

INVESTMENT PROPERTY – NET VALUE 4 939 518 4 902 919 259 693 – -130 777 14 347 421 688 – 19 855 5 487 725

FIXED ASSETS IN PROGRESS 95 573 95 573 109 313 -4 49 4 871 -102 110 107 692

in thousands of euros

Amortisation
expense and
provisions

Reduction by
disposals,

retirement of
assets

Acquisitions,
new 

businesses
and spinoffs

2005
January 01     

2004
December 31   

Exchange
rate 

fluctuations

Additions to 
consolida-
tion scope

Departures
from consoli-
dation scope

Other 
movements,

raclassification
2005

December 31   
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Net carrying values by line of business and geographical sector

for investment properties is as follows at December 31,2005:

"Amortization and provisions" includes a 7.1million euro accrual 

for office properties (€4.9 million, of which €3.7 million 

for the Malesherbes building) and for shopping centers 

(€2.2 million).

Land 2 276 793 -23 030 90 226 -42 921 3 318 173 270 29 838 2 507 494

Constructions and fixtures 2 400 878 -17 693 54 937 -72 911 -3 664 243 245 12 940 2 617 732

Furniture and equipment –

Total gross value 4 677 671 -40 723 145 163 -115 832 – -346 416 515 – 42 778 5 125 226

Constructions and fixtures -91 845 663 16 363 -105 979 -351 -4 559 -185 708

Furniture and equipment –

Total amortizations and provisions -91 845 663 – 16 363 -105 979 -351 – – -4 559 -185 708

INVESTMENT PROPERTY - NET VALUE 4 585 826 -40 060 145 163 -99 469 -105 979 -697 416 515 0 38 219 4 939 518

FIXED ASSETS IN PROGRESS 129 045 55 208 239 -88 919 95 573

in thousands of euros

Amortisation
expense and
provisions

Reduction by
disposals,

retirement of
assets

Acquisitions,
new busi-

nesses and
spinoffsIFRS

2004
January 01     

Exchange
rate 

fluctuations

Additions 
to 

consolidation 
scope

Departures
from 

consolidation
scope

Other 
movements,

raclassification
2004

December 31   

Shopping Centers 4 788 356

France 2 298 895

Italy 868 172

Spain 727 977

Hungary 259 535

Poland 205 475

Belgium 157 041

Portugal 116 825

Greece 50 410

Other 104 026

Offices 699 369

TOTAL 5 487 725

in thousands of euros

Investment property 
- Net value

4.5 – Properties held for sale

At December 31, 2005, the properties held for sale were: 

Le Champlan (Essonnes), Les Elipses at Saint-Maurice (94) 

and 140-144 boulevard Malesherbes, Paris.

PROPERTY HELD FOR SALE 0 36 599 -108 499 120 757 48 857

in thousands of euros

Reduction by
disposals, retire-
ment of assets

Acquisitions,
new businesses

and spinoffs

2005
January 01

IFRS

2004
December 31

IFRS

Other 
movements,

reclassification
2005

December 31     

Financial report Consolidated Financial Statements
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4.6 – Holdings in associates
Only one company has been consolidated using the full 

consolidation method: Devimo (26.25% ownership), 

which is a Belgian service provider to shopping centers.

At December 31, 2005, net profit excluding Devimo was

636 thousands of euros against a 1 474 thousands of euros

result. The balance sheet total was 7 317 thousands of euros.

EQUITY METHOD SECURITIES DECEMBER 31, 2004 4 998

Share in 2005 earnings of equity method companies 557

Dividends received from equity method companies -455

Other movements:

– Change of consolidation method by Assago -1 545

– dissolution of companies previouslyconsolidated by the equity method -678

EQUITY METHOD SECURITIES DECEMBER 31, 2005 2 877

in thousands of euros

4.8 – Financial investments
These are:

Ségécé Greece has been consolidated at December 31, 2005.The major non-consolidated company is Sovaly SA, which will

be responsible for the Gare de Lyon refurbishment project.

4.7 – Participations in joint venture co-investees
Share in the earnings of associate companies 

Current assets 24 393 29 934

Non current assets 180 677 129 702

Total Assets 205 070 159 636

Current liabilities 117 281 31 063

Non current liabilities 87 789 128 573

Total Liabilities 205 070 159 636

Share in the earnings of associate companies 

Income from regular activities 25 267 27 269

Operating expenditure -9 178 -10 961

Financial earnings -5 237 -5 685

Earnings before tax 10 852 10 623

Income tax -4 632 -2 975

NET INCOME 6 220 7 648

in thousands of euros

2004
December        

2005
December        

Principal securities 1 637 493 1 781 695

SAS Sovaly 344 -36 100% 572 308 410 -35 100% 572 344

SAS Nancy Bonsecours 74 -31 100% 535 75 113 -38 100% 535 74

SKF Spa nc nc 50% 245 – nc nc 50% 245 –

SAS Pasteur 86 -21 100% 202 86 107 -20 100% 202 77

Ségécé Grèce nc nc 100% 200 200

SAS Opave 42 -8 70% 83 24 -22 -15 70% 27 –

Other equity interests 183 116 147 147

TOTAL 1 820 609 1 928 842

in thousands of euros

Net 
value of

securities

Gross 
value of

securities
%

of holding
Earnings for
the period

Shareholders'
equity

2004
31 décembre Shareholders'

equity
Earnings for
the period

%
of holding

Gross 
value of

securities

Net 
fvalue of
securities

December 31, 2004December 31, 2005



4.10 – Inventory
Inventory is primarily spending on project studies.

4.11 – Trade notes and accounts receivable
Receivables include the effect of the smoothing of lessee 

benefits.

IAS 17 treats a finance lease in the same way as a loan. 

The residual value of the leased-out property (Lille) is now

reclassified as a tangible asset under non-current assets.
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4.9 – Other non-current financial assets
Other non-current financial assets are essentially advances 

and loans to companies that are not consolidated or that have

been consolidated using the proportional method.

Finance-lease fixed assets – 2 107 2 107

Prepayments to non-consolidated 

or proportionate consolidation companies (A) 11 812 – 7 077 -10 105 -195 8 589

Loans – 33 -2 – 31

Other long-term assets 7 -7 –

Security deposits 7 202 728 -118 7 812

Other long-term financial investments 9 800 93 -9 -9 680 204

TOTAL 28 821 33 7 898 -10 234 -7 775 18 743

in thousands of euros

DecreasesIncreases

Additions to the
consolidation

scope
2004

December       Other
2005

December        

SCI du Bassin Nord 2 931 125 – -94 2 962

SA Soaval 786 657 1 443

Srl PSG 216 -216 – –

Other advance payments 7 879 6 295 -9 889 -101 4 184

TOTAL 11 812 0 7 077 -10 105 -195 8 589

in thousands of euros

DecreasesIncreases

Additions in the
consolidation

scope
2004

December       (A) Other
2005

December        

Group share 6 704 6 174

Share of external partners 1 191 1 079

TOTAL 7 895 7 253

in thousands euros

2004 December2005 December

Receivables 40 525 10 085 50 609 42 957

Accrued liabilities -7 250 -923 -8 173 -4 732

TOTAL 33 275 9 162 42 437 38 225

in thousands of euros

2005
December

2005
DecemberServices

Offices and
shopping centers

Financial report Consolidated Financial Statements



4.12 – Other receivables

As of January 1, 2005, interests due on swaps are included 

in the fair value measurement of balance sheet assets and 

liabilities.

VAT includes refunds expected from local tax offices in

connection with recent mall purchases in France in respect 

of Sodévac (Valenciennes) (€3.3 million), Angoumars 

(€4.5 million) and Klécar (€9.7 million) following the purchase 

of the extension at Quétigny; and in Italy (€9.7 million) from

the purchase of Assago, 4.8 million euros on Collegno 

and 10.1 million euros on Tor Vergata, and in Portugal 

(€6.6 million on Galeria Parque Nascente).

The main advance rents paid under construction leases 

or long leases recognized as prepayments and amortized 

over the term of the lease in line with benefits obtained are:

Oviedo (€10.5 million), the Louvain-la-Neuve mall and its

extension (€11.8 million) and Val d’Europe (€15.7 million).
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State 62 685 62 685

– Corporate income tax 1 327 1 327 

– VAT 61 358 61 358 

Sundry debtors 145 103 77 184 67 919

– Assessment 59 812 59 812 –

– Trade payables and prepayments 1 549 1 549 –

– Other deferred charges 253 253 –

– Prepaid expenses 70 133 2 214 67 919

– Other 13 356 13 356 –

TOTAL 207 788 139 869 67 919

in thousands of euros

More than 
one year

Less than 
one year

2005
December 31     December 2005 by due date

State 62 685 53 699 53 699

– Corporate income tax 1 327 5 014 5 014

– VAT 61 358 48 685 48 685

Sundry debtors 145 103 139 746 288 891

– Assessment 59 812 57 304 57 304

– Trade payables and prepayments 1 549 2 628 2 628

– Interests on swaps 13 488

– Marketing fees – 5 815 5 815

– Other deferred charges 253 266 266

– Cash payment on swap – 135 657

– Prepaid expenses 70 133 59 246 59 246

– Other 13 356 14 487 14 487

TOTAL 207 788 193 445 342 590

in thousands of euros

2004
December 31     

2005
January 01       

2005
December 31     



4.13 – Cash position

Klépierre securities held for trading are monetary open-end

investment companies/investment funds in France, certificates

of deposit in Italy (€2.6 million, maturity one month) 

and Spanish Treasury bonds (€7 million) (maturity one week).

The Group's net cash position at opening/closing was:

4.14 – Equity

Share capital
Share capital at December 31, 2005 was 46 164 229 euros 

taking the form of shares each with a face value of 4 euros. 

All shares were paid up in full and share capital was fully 

subscribed. Shares are either registered or bearer.

2003 triplication of the number 

of shares forming the share capital of Klépierre

The April 4, 2003 AGM voted in favor of two proposals 

that have tripled the number of shares in circulation.

• Splitting of face value: the face value of the 14 919 921

shares making up the share capital was split to halve the 

nominal value of each share from 8 euros to 4 euros. 

This was achieved by exchanging each old share with a face

value of 8 euros for 2 new shares, each with a face value 

of 4 euros and participating as of January 1, 2003.

• Allocation of one free share per 2 shares held: share capital

was increased by 59 679 684 euros from reserves and by the 

creation of 14 919 921 new shares allocated free on the basis

of one new share per two shares with a face value of 4 euros held.

Treasury shares
Following agreement by the AGMs, the Group bought in

Klépierre SA shares.

The number of treasury shares totaled 187 659 at December

31, 2005 (233 900 at December 31, 2004) and had a market

value of 9.1 million euros.

A 2.13 million euro gain on the sale of treasury shares was 

carried to equity at 31 December 2004, as was a 2.10 million

euro gain at the same date in 2005.

The cost of the purchase, and the gain on the sale of shares

were presented as a deduction from, or an increase of, equity.

Other consolidated reserves:

Revaluation under the SIIC regime

In 2003, following the decision to opt into the SIIC fiscal

regime, Klépierre revalued the tangible and financial assets on

its consolidated balance sheet. Pursuant to opinion n°2003-C

(11 June 2003) issued by the Conseil National de la

Comptabilité (French Accounting Council), the revaluation 

gain on eligible assets was recognized in the opening balance 

as 784.6 million euros gross, to which was imputed flat business 

tax of 119.4 million euros. Ineligible assets were revalued on 

the consolidated balance sheet, the resulting gain also being

recognized in equity at €130.6 million net of deferred tax.
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Investment securities 41 858 55 483 64 304

– Treasury shares – 8 821

– Treasury bills and certificates of deposit 9 603 10 160 10 160

– Other fixed revenu securities 15 911 15 911

– Money market investments 32 255 29 412 29 412

Cash at hand 124 805 59 884 59 884

TOTAL 166 663 115 367 124 188

As of January 1, 2005 all treasury shares are présented in thousands of euros
as a deduction from equity

2004
December 31     

2005
January 01       

2005
December 31     

Investment securities 41 858 55 483

Cash at hand 124 805 59 884

Gross cash at hand 166 663 115 367

Credit bank balances 111 646 50 498

Cash and cash equivalents 55 017 64 869

in thousands of euros

2005
January 01       

2005
December 31     

Common shares €4 each 46 164 229 46 164 229

Redeemable convertible preferential shares na na

TOTAL 46 164 229 46 164 229

in thousands of euros

2004 December2005 DecemberAuthorized

Financial report Consolidated Financial Statements



The 479 million euros increase is the difference between 

investments (€720 million) and disposals (€183 million, 

of which €163 million impacting cash position) and free cash

flow from business operations (after payment of a €106 million 

dividend and €30.2 million exit tax).

The financial liabilities by line of business are: 88.8% 

for shopping centers and 11.2% for offices.

• "Other borrowings" at December 31, 2004 and January 1,

2005 are capital leases taken out by our Italian subsidiary IGC.

At December 31, 2005 these were reclassified as "Bank

borrowing and debts".

• In addition, as of January 1, 2005 interest due on swaps 

is included in the measurement at fair value of balance sheet

assets and liabilities.

• Capitalized financial expenses totaled 7.7 million euros; the rates

applied being Euribor + margin on the bank loan taken out 

to buy the Louvain-la-Neuve mall, and the subsidiary loan

4.15 – Current and non-current financial 
liabilities

Background
Total current and non-current financial liabilities totaled 

3 424 million euros at December 31, 2005.

Net debt totaled 3 229 million euros (€2 750 M at January 1,

2005 based on comparables). This is the difference between

financial liabilities (excluding revaluation for Fair Value Hedge)

and cash position.

interest rate in other cases (5.23%).

Main credit lines
• Two bond issues of 600 million euros each:

– The first issued in July 2001 bearing a 6.125% coupon 

and maturing July 10, 2008;

– The second, issued in July 2004, bearing a 4.625% coupon

and maturing July 15, 2011.

• Two syndicated loans (club deals): 

– The first, put in place in 2003, has been taken up in full
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NON CURRENT

Bond issues net costs/premoums 1 220 845 1 212 646 1 186 659

– Of which reevaluation linked to Fair Value Hedges 28 189 25 987 

Borrowings and debts from credit institutions > 1 year 1 294 394 1 226 314 1 226 314

Sundry borrowings and financial debt 118 667 128 806 128 806

– Other borrowings 24 963 24 963

– Group and associates advance payment 118 667 103 843 103 843

TOTAL OF NON-CURRENT FINANCIAL LIABILITIES 2 633 906 2 567 766 2 541 779

CURRENT

Borrowings and loans from lending institutions < 1 year 514 248 16 582 16 582

Accrued interests 38 460 36 970 41 489

– on bond issues 30 545 30 461 30 461

– on swap 4 519

– on loans from lending institutions 2 565 1 928 1 928

– on group and associate prepayments 5 350 4 581 4 581

Overdrafts 111 646 50 498 50 498

Treasury bills 125 000 220 000 220 000

Sundry borrowings and financial debts 587

– Other borrowings 277 

– Group and associate prepayments 310 

TOTAL CURRENT FINANCIAL LIABILITIES 789 941 324 050 328 569

in thousands of euros

2005
December 31     

2005
January 01       

2004
December31     



(€500 M). Half is repayable in 2007 and the rest in 2009.

– The second, put in place in 2004, has also been taken up 

in full (€250 M). It will mature in 2009.

• A 400 million euro bridge loan (€275 M taken up) maturing

March 31, 2006. This was put in place in the second half of 2005.

• A 135 million euro bilateral loan put in place by Klépierre 

in 2004;

• A 165 million euro bilateral loan put in place by Klépierre

Participations et Financements (formerly Klépierre Hongrie) 

in 2004;

• Loans through the Italian (€171 M Kléfin Italia, €120 million

Klécar Italia), Belgian (€44 million) and Portuguese 

(€59 million Klépierre Portugal) subsidiaries;

• 125 million euros in commercial papers.

The bridge loan and the two club deals were repaid in full at

the beginning of 2006 thanks to a new, 7-year syndicated 

loan for up to 1.5 billion euros (including a €300 million 

back-up line of commercial papers).
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Bond issues

Bond 6.125% July 2008 Klépierre 100% 6,125% 07.10.2008 600 in fine 600

Bond 4.625% July 2011 Klépierre 100% 4,625% 07.15.2011 600 in fine 600

Borrowings from credit institutions

2004 club deal Klépierre 100% E3m 07.28.2009 250 in fine 250

2003 club deal Klépierre 100% E3m 03.26.2009 500 50% 2007 500

Tranche B 50% 2009

Bilateral loan Klépierre 100% Fixed rate 03.22.2010 135 in fine 135

Bilateral loan Klépierre Part. & Fints 100% Fixed rate 03.22.2010 165 in fine 165

Short. term bridge loan Klépierre 100% E3m 03.31.2006 400 in fine 275

Mortgage loan Klécar Italia 83% E3m 06.30.2015 120 redeemable 120

Mortgage loan Novate (Vignate) 85% E3m 01.15.2016 16 redeemable 16

Bilateral loan Klépierre Portugal 100% E3m 12.30.2009 23 redeemable 23

Bilateral loan Klépierre Portugal 100% E3m 12.30.2010 36 redeemable 36

Mortgage loan Coimbra 100% E3m 04.06.2006 51 redeemable 44

Mortgage loan ICD 85% E6m 05.10.2011 13 redeemable 13

Mortgage loan Novate (Cienneo) 85% E6m 12.15.2013 16 redeemable 16

Mortgage loan Magnolia 85% E3m 07.15.2011 5 redeemable 5

Mortgage loan Magnolia 85% E3m 01.15.2018 2 redeemable 2

Finance lease IGC 50% E3m 08.01.2011 6 redeemable 6

Finance lease IGC 50% E3m 07.31.2011 8 redeemable 8

Finance lease IGC 50% E3m 07.24.2011 9 redeemable 9

Short term loan IGC 50% E3m 06.15.2006 4 in fine 4

Mortgage loan Kléfin Italia 100% E3m 12.29.2006 171 in fine 171

Mortgage loan SCI Beausevran 83% E3m 07.20.2017 5 redeemable 5

"Short. term credit (VAT bridge loan)" Galeria Parque Nascente 50% E3m 06.30.2005 7 in fine 7

Overdraft Klépierre Finance 100% Eonia Revolving 50 – 3

Overdraft Klépierre 100% Eonia Revolving 23 – 23

Treasury bills Klépierre 100% Variable 300 – 125

TOTAL 3 514 3 161

in millions of euros

Maximum
amountDue date

Benchmark 
rate

% holding/
KlépierreBorrowerFinancing 

Refund 
profile

Amout
used

Financial report Consolidated Financial Statements



• The commercial paper ceiling is equal to tranche A of 

the 2003 syndicated loan (the back-up line) and the amount

taken up is equal to the runoff on commercial papers issued

(the back-up line has not been used).

• Interest on variable-rate financial instruments is revalued 

at less than 6-monthly regular intervals. Interests on fixed-rate

instruments are fixed until the instrument itself matures.

Financial covenants connected with financing 
and rating
• Standard and Poor’s has rated Klépierre BBB+ stable

prospects. If this rating is to continue, the following ratios must

be maintained:

– EBITDA/Net financial expenses ≥ 2.5;

– Net debt/Loan to value ≤ 50%;

– Operating cash flow/Net debt ≥ 7%.

• In addition, Klépierre's main financings carry the following

conditions that could trigger early redemption of the loan 

concerned if not complied with.

Bond issues:

– if one third of voting rights changes hands, leading to a

downgrading of the Standard and Poor’s rating to below BBB-;

this would give investors a put option that might force Klépierre

into early redemption;

– secured debts are subject to a ceiling of 50% of net 

revalued assets.

Syndicated loans put in place in 2003 and 2004:

– EBITDA/Net financial expenses ≥ 2.5;

– Secured financial liabilities/Loan to value ≤ 15%;

– Net debt/Loan to value ≤ 52%.

The syndicated loan put in place at the beginning of 2006 

carries the same covenants as the 2003 and 2004 loans 

but the ceiling on secured financial liabilities/loan to value was

raised to 20%.

Allocation of financial liabilities by runoff
• Current and non-current financial liabilities:
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NON CURRENT

Bond issues net costs/premiums 1 220 845 28 189 598 066 594 590

– of which reevaluation linked to Fair Value Hedges 28 189 28 189 598 066 594 590

Borrowings and debts from credit institutions > 1 year 1 294 394 1 165 039 129 355

Sundry borrowings and financial debt 118 667 – – 118 667

– Group and associate prepayments 118 667 118 667

TOTAL NON CURRENT FINANCIAL LIABILITIES 2 633 906 28 189 1 763 105 842 612

CURRENT

Borrwings and loans from lending institutions < 1 year 514 248 514 248 – –

Accrued interests 38 460 38 460 – –

– on bond issuess 30 545 30 545 

– on loans from lending institutions 2 565 2 565 

– Group and associate prepayments 5 350 5 350 

Bank overdrafts 111 646 111 646 – –

Treasury bills 125 000 125 000 – –

Sundry borrowings and financial debt 587 –

– Other borrowings 277 277 

– Group and associate prepayments 310 310 

TOTAL CURRENT FINANCIAL LIABILITIES 789 941 789 941 0 0

in thousands of euros

Less than 
one yearTotalDecember 2005 per maturity date

Between one
and five years

More than five
years



• Financing runoffs (take-up):

4.16 – Rate hedging instruments

Rate hedge portfolio
As part of its risk management policy (see appropriate section),

Klépierre uses interest rate swaps to turn variable-rate debt 

• In addition, IGC (a 50%-owned Italian subsidiary) has taken

out an amortizable tunnel (maturing August 2009), whose

notional value at December 31, 2005 is 10.8 million euros.

This has been recognized as a trading instrument (changes 

in fair value being recognized in profit or loss).

• At the beginning of 2006 Klépierre took out two forward

swaps starting from July 10, 2008 and maturing on 

into fixed-rate debt or vice-versa. Thanks to the use of such

instruments, Klépierre's hedge rate (ratio of fixed-rate debt 

or debt with fixed-rate hedges to gross debt) was 74% 

at December 31, 2005.

At December 31, 2005, the Group held the following swaps:

July 10, 2015. On January 4, the first swap was agreed 

for a notional 200 million euros and the second on January 9 

for 100 million euros.

The purpose of the transaction was to hedge the rate risk 

on the refinancing of the Klépierre 600 million euro bond issue 

maturing July 10, 2008. The swaps will be used to hedge 

the Group's future debts (cash flow hedge).
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2006 26 245 125 275 671

2007 14 250 264

2008 14 600 614

2009 35 250 250 535

2010 47 165 135 347

2011 16 600 616

2012+ 114 114

TOTAL 26 485 165 125 275 135 500 250 600 600 3 161

in € millions

Bilateral
Klépierre

Relay
Klépierre

Commercial
paper

Bilateral
Klépierre

Part. et Fints.

Various 
subsidiaries

loansOverdraftYear of reimbursement
Syndicated
credit 2003

Syndicated
credit 2004

Bond issue
2008

Bond issue
20111 TOTAL

Fixed rate paid by Amount (Millions of euros) Maturity

Klépierre 100 12.22.2008

Klépierre 300 12.22.2009

Klépierre 200 12.22.2010

Klépierre 500 12.22.2011

Klépierre 100 04.15.2012

Klépierre 100 07.11.2012

Klépierre 100 09.02.2012

Klécar Italia 90 12.31.2010

Variable rate paid by Amount (Millions of euros) Maturity

Klépierre 600 07.15.2011

Cash flow hedges

Fair value hedges

Financial report Consolidated Financial Statements



Fair value
At December 31, 2005 the deferred gain on the Klépierre

derivatives portfolio, calculated as total fair value excluding

accrued interest (“clean fair value”), was 23.5 million euros. 

Fair values including accrued interests are recognized on the

balance sheet for 36 million euros (asset) and 4 million euros

(liability). Over the period, the fair value of Klépierre derivatives 

fell 0.8 million euros.

The discounting of other accruals for risks and charges 

is not material.

4.17 - Long and short-term accruals

115

C
O

N
S

O
LI

D
A
T

E
D

 
FI

N
A

N
C

IA
L 

S
TA

T
E
M

E
N

T
S

Due date of Swaps as of 12.31.2005

Fixed rate Klépierre paying agent Cash flow hedge 100 300 200 500 300 1 400

Floating rate Klépierre paying agent Fair value hedge 600 600

Fixed rate Klécar Italia paying agent Cash flow hedge 90 90

IGC Trading 5 5

TOTAL 0 0 0 100 305 290 1 100 300 2 095

in € millions

2008200720062005Hedge relationship 2009 2010 2011 2012 Total

Cash Flow Hedge 2.3 -1.96 Equity

Fair Value Hedge 21.2 +1.28 Debt

Trading 0.0 -0.08 Income Statement

TOTAL 23,5 -0,76

Clean fair value
at December 31, 2005

(€M)Derivatives Counterparty Risk

2005 change 
in fair value

(€M)

CURRENT

Building administration charges 1 363 -638 -678 -47

Other provisions for contingencies and losses

TOTAL CURRENT PROVISIONS 1 363 0 -638 -678 -47 0 0

NON CURRENT

Provisions for retirement commitments 3 974 1 500 -355 -459 116 4 4 780

Other provisions for contingencies and losses 6 028 1 544 -200 -3 738 -835 2 799

TOTAL ON CURRENT PROVISIONS 10 002 3 044 -555 -4 197 -719 4 7 579

in thousands of euros

Other 
movements

Releases
(unused 

provision)

Releases 
(provision used)Allowances for

the year
2004

December

Changes 
in consolidation

scope
2005

December

Allocation by runoff
At December 31, 2005 the allocation of derivatives by runoff

was:



4.18 – Deferred tax

Changes in gain/loss refer mainly to the release of the deferred

tax reserve formed by SCOO (Secmarne SNC) when it opted

into the SIIC fiscal regime. The release has been used to pay

7.3 million euro exit tax.

4.19 – Fiscal liabilities and other debts

Other deferred tax liability movements are for changes in scope:

Assago (€13.5 M), Poland (€14.3 M), extension of Louvain-

la-Neuve (€3.9 M), Lecce (€6.3 M).

"Corporation tax" includes exit tax payable over 4 years (on

December 15 of the option year and of the three following

years). Following SCOO's acceptance of the SIIC regime, 

a 7.3 million euro exit tax liability (the first quarter being

payable in December 2006) and the payment of the 3rd quarter 

of the 30.2 million euro corporation tax liability, fiscal 

liabilities fell from 60.6 million euros at 31 December 2004 

to 37.7 million euros at 31 December 2005.

Advances totaling 50.7 million euros received from lessees in

respect of charges have been recognized in "Debts to clients".
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Buildings -94 014 -94 014 -899 -59 356 -154 269

Debts – – –

Other items -19 981 -20 588 -614 17 347 -3 855

Total deferred taxes liability -113 995 -114 602 -1 513 -42 009 -158 124

Buildings 591 591 -591

Debts 251 251 -251

Other items 7 005 20 625 10 068 2 724 33 417

Total deferred tax assets 7 847 21 467 10 068 1 882 33 417

NET POSITIONS -106 148 -93 135 8 555 -40 127 -124 707

in thousands of euros

Change 
in earnings

2005
January 01       

2004
December 31     

Other changes 2005
December 31 

Social and tax liabilities 69 649 87 124 – 87 124

Payroll and similar accounts 11 540 9 767 9 767

Social security and other bodies 2 807 3 211 3 211

State – –

– Corporate income tax 46 253 66 034 66 034

– VAT 7 556 7 345 7 345

Other income tax and taxes 1 493 767 767

Other debts 115 847 101 025 - 50 710 151 735

Creditor clients 50 752 47 200 47 200

Prepaid income 1 880 8 870 8 870

Spread cash payment on swaps - 50 710 50 710

Other debts 63 215 44 955 44 955

in thousands of euros

2005
January 01

IFRS

2005
December 31

IFRS
Restatement

IFRS

2004
December 31

IFRS
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5 – Notes to the financial statements: 
Profit & Loss account

5.1 – Segment operations account 
at 12.31.2005
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Rents and related income 390.6 332.2

Other lease income 5.6 1.3

Lease income 396.1 333.5

Land expenses (real estate) -2.0 -0.9

Non-recovered rental expenses -4.0 -3.7

Building expenses (owner) -30.1 -17.5

Net lease income 360.0 311.4

Management. adminsitrative and related income 45.9 33.2

Other operating income 5.5 6.0

Survey and research costs -0.8 -0.8

Payroll expenses -46.9 -38.5

Other general expenses -15.0 -17.6

Depreciation and amortization allowance on investment property -106.8 -89.3

Depreciation and amortization allowance on PPE -3.5 -2.8

Provisions -3.0 1.3

INCOME FROM OPERATIONS SHOPPING CENTERS 235.3 203.0

Share in earnings of equity method companies 0.6 0.5

Gains from the sale of investment property 

and equity investment 2.7 -0.3

Segment earnings Shopping centers 238.7 203.2

Rents and related income 52.9 65.9

Other lease income

Lease income 52.9 65.9

Land expenses (real estate) -0.3 

Non-recovered rental expenses -1.2 -0.1

Building expenses (owner) -2.3 -4.4

Net lease income 49.1 61.5

Management. administrative and related income 0.5 0.4

Other operating income 1.7 0.5

Survey and research costs

Payroll expenses -2.1 -2.5

Other general expenses -1.2 -2.1

Depreciation and amortization allowance on investment property -18.5 -19.9

Depreciation and amortization allowance on PPE -1.1 0.0

Provisions -0.1 1.3

RESULTS OF OPERATIONS. OFFICE SEGMENT 28.2 39.3

Share in earnings of equity-method companies – –

Gains from the sale of investment property 

and equity investment 17.5 15.0

Segment earnings. Offices 45.8 54.3

Corporate and share expenses -6.3 -4.6

Profit on the sale of assets held for sale in the short term 2.1

Net dividends and provisions on non-consolidated securities -0.2 -0.4

Net cost of debt -112.7 -121.8

Change in value of financial instruments – –

Effect of discounting -1.3 -2.5

Pre-tax earnings 163.8 130.2

Corporate income tax -17.9 -3.9

NET INCOME 145.9 126.4

in € millions

20042005



5.2 – Operating income
Rental income comprises all the lease income from office

buildings and shopping centers together with other related

lease income such as rents for parking lots, termination

indemnities and received entry fees.

Lease income is rental income minus entry fee gains 

and other sundry gains.

The group’s revenues comprise:

• rental income;

• management and administrative gains collected by the service

provider companies.

Other operating income comprises re-invoicing of works 

to tenants and sundry gains.

As of December 31, 2005, lease income totaled 443.5 million

euros of which 390.6 million euros for shopping centers and

52.9 million euros for office buildings.

In 2005, Klépierre earned 390.6 million euros in lease income

from shopping centers, representing a 17.6% increase over 

the previous year. Revenues earned outside France accounted

for 46.4% of overall earnings compared to 42.9% in 

the previous year, with mainly Italy (14.5%), Spain (14.4%) 

and Hungary (7.4%).

12.0% (i.e., €41 million) of the 17.6% increase in lease income

from Shopping centers was mainly driven by external growth.

The full year impact of the acquisitions in 2004 was 

22.7 million euros with Hungary accounting for 14.7 million

euros, France for 6.5 million euros with primarily the Toulouse

shopping centers of Blagnac and Saint-Orens. Acquisitions in

2005 generated 18.2 million euros of lease income. 7.7 million

euros of this income was from 4 Polish centers acquired at 

the end of July 2005; the Tor Vergata and Serravalle shopping

centers in Italy for 4.5 million euros; the mall of the Esplanade

center at Louvain-la-Neuve in Belgium for 2.2 million euros 

and the Los Angeles mall in Madrid in Spain for 1.1 million

euros.

Variable rent supplements stabilized at 11.2 million euros, 

even if they represented only 2.9% of shopping center rents 

at the December 31, 2005 reporting date, versus 3.4% 

one year prior, due to the combined effect of an increase in

minimum guaranteed rents, driven by substantial index-linked

adjustments in France and the addition of several shopping

centers to the portfolio with no variable rent contribution 

for 2005.

Office buildings generated 52.9 million euros of rents at

December 31, 2005, dropping by 19.8% due to the disposals

carried out in financial years 2004 and 2005

Shopping center fees from the activities carried out by Ségécé

and its subsidiaries in assets management and development

reached 45.9 million euros, up by 37.7%. 3.1 million euros 

was due to the increase by Ségécé of the percentage of holding

from 50 to 100% at the end of 2004 in Centros Shopping

Gestion and end July 2005 in PCM Hongrie, and 5.6 million

euros to a change in the way development fees are accounted

for. After neutralizing these changes in scope and accounting,

the increase in fees stood at 11.1%.
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Shopping centers 390.6 45.8 436.4

France 209.3 33.6 242.9

Italy 56.7 2.5 59.2

Spain 56.1 6.5 62.6

Portugal 12 0.9 12.9

Greece 5.7 – 5.7

Hungary 28.8 0.6 29.4

Other 22 1.7 23.7

Office buildings 52.9 0.5 53.4

TOTAL 443.5 46.3 489.8

in € millions

Total
Management

income

Rental
income and

sales
Analysis of revenues 
by geographical area

Financial report Consolidated Financial Statements



5.3 – Operating expenses
Land expenses correspond to amortizations and fees 

on construction lease.

Non-recovered rental expenses are mainly from expenses 

on vacant premises.

Building expenses are posted net of re-invoicing to tenants 

and only include the amounts at the owner’s expense.

Allowances for the amortizations of shopping centers increased

by 17.5 million euros due to the growth in the portfolio

holdings with 12 Hungarian centers in full year (€10.6 million),

the two Toulouse malls (€1.0 million), the Polish centers over 

5 months (€3.2 million).

Impairment allowances for offices decreased by 1.4 million

euros stable. They are linked to 2004 and 2005 disposals 

not offset by the delivery of the extension of the Camille

Desmoulins building at Issy-les-Moulineaux.

5.4 – Income/loss from the sale 
of investment property and equity interests
Klépierre sold 8 office assets representing 35.049 m2 for 

an amount of 124.8 million euros including the buildings at

280/282 boulevard Saint-Germain in Paris 7th arrondissement,

43/45 avenue Kléber at Paris 16th arrondissement and 

Le Ponant quai André Citroën at Paris 15th arrondissement.

These assets contributed 2.3 million euros to lease income 

for 2005.

The most significant capital gains concern buildings 

at Boulevard Saint-Germain in Paris for 10.1 million euros 

and Tropical in Villepinte for 3.1 million euros.

5.5 – Financial income/loss
The cost of net debt was 112.7 million euros at 

December 31, 2005 versus 121.7 million euros at 

December 31, 2004.

It comprises the items below:
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OPERATING EXPENSES (excluding Corporate activities) -39 915 -26 074

Expenses on land (real estate) -2 296 -910

– Office business -290

– Shopping center business -2 006

Non recovered rental expenses -5 240 -3 772

– Office business -1 221

– Shopping center business -4 019 -3 772

Building expenses -32 379 -21 392

– Office business -2 270 -3 935

– Shopping center business -30 109 -17 457

DEPRECIATION AND AMORTIZATION ALLOWANCES -130 122 -112 257

Depreciation and amortization allowance on investment property -125 535 -109 267

Depreciation and amortization allowance on property,

plant and equipment -4 587 -2 990

TOTAL -170 037 -138 331

in thousands of euros

2004
December 31     

2005
December 31     

Financial income

Income from sale of investment securities 1 033 951

Interests on advance payments to associates 4 004 4 441

Sundry interests received 1 128 1 299

Other revenues and financial income 1 035 658

Income from foreign exchange 6 640 4 894

TOTAL 13 840 12 243

in thousands of euros

2004
December 31     

2005
December 31     



The main changes are:

– a decrease in financial expenses on swaps (-€22.3 million),

primarily linked to the restructuring carried out in

December 2004: the average fixed rate paid by Klépierre 

on its variable rate debt hedge swaps pushed down net financial

expenses; the increase in short term interest rates reinforced

this trend;

– increase in the financial charges of bond issues (+€16 million),

reflecting the full year impact of the payment of the bond issue 

of 600 million euros issued in July 2004;

– the increase in financial charges on loans from credit

institutions (+€5,4 million), inherent in the rise of outstanding

lines, was more than offset by the reduction of net interests 

on advance payments to associates (-€1.8 million) and other

items (-€6.3 million).

5.6 – Income tax

Klépierre operates with three income tax sectors:

• the SIIC segment that includes Klépierre and all eligible

French real-estate affiliates. Some of these companies have

opted for regular tax status;

• companies incorporated under French law;

• foreign affiliates.

The tax expense paid in 2005 represented a sum of 17.9 million

euros. It included:

Income tax expense on the SIIC segment, i.e., 

2.9 million euros, analyzed as follows:

• gain of 3.4 million euros following entry of SCOO 

(SNC Secmarne) in the SIIC regime;

• a 4.5 million euro expense on the segment’s taxable earnings;

• an expense of 1.8 million euros of deferred taxes mainly 

calculated on the cash payment.

Other French payments not dependent on the SIIC segment

recorded an expense of 3.1 million euros:

• 2.9 million euros for the limited partners of Ségécé and 

Klécar Europe Sud;

• 1.5 million euros representing the income expense actually 

due for the period by the entities in the segment;

• 1.3 million euros are gains from the activation of deficits 

and changes in deferred taxes on retirements.

The tax expense of foreign subsidiaries, 11.9 million euros, 

is comprised of:

• Payable tax expense of 10.1 million euros;

• 6.8 million euros of deferred tax expense calculated, primarily 

on amortization allowances restated according to the 

component-based method;

• 10.7 million euros of income from the activation of tax deficits;

• 5.7 million euros of deferred tax expenses primarily from 

the discounting of tax rates in Italy (taking into account 

the IRAP at 4.25%).
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Financial expenses

Interests and bond issues -65 644 -49 639

Interests on loans from credit institutions -43 199 -37 809

Other bank interests -1 400 -1 155

Net interest expense on Swaps -2 228 -24 553

Spread of Swap cash payments -591 –

cash payment on cancellation of swaps – -136 589

Interests on advance payments to associates -5 343 -7 545

Other financial charges -6 189 -6 763

Transfer of financial charges 4 902 138 274

Foreign exchange losses -6 819 -4 541

Amortisation allowance for loan issue costs (1) – -2 858

Amortisation allowance for refund premiums (1) – -763

Amortisation allowance for other financial investments -29 –

TOTAL -126 540 -133 941

Cost of indebtedness -112 700 -121 698
(1) Application of TIE as from January 1, 2005. in thousands of euros

2004
December 31     

2005
December 31     

Payable income tax -26 464 -16 518

Deferred income tax 8 555 12 645

TOTAL -17 909 -3 873

in thousands of euros

2004
December 31     

2005
December 31     

Financial report Consolidated Financial Statements



Ordinary deficits are activated if their recovery is considered probable:
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Pre-tax earnings and earnings of equity method companies 72 175 18 046 90 221 48 957 24 076 163 254

THEORETICAL INCOME TAX EXPENSE AT 34.43% -24 850 -6 213 -31 063 -16 856 -8 289 -56 208

Tax-exempt sector -24 850 -6 213

Exit income tax and cancellation of provisions 

for deferred income taxes 3 358 3 358 3 358

Tax-free earnings of SIIC sector 24 850 24 850 24 850

Taxable sectors

Impact of permanent time lags – 11 138 -425 10 713

Untaxed restatements of consolidations – 27 -826 -799

Impact of non activated deficits – -76 -2 665 -2 741

Assignment of non activated deficits – 2 474 2 252 4 726

Exit income taxes on long-term capital gains special reserves – –

Change of tax regime – –

Discounting of deferred taxes after restructuring – –

Discounting of deferred taxes and other taxes -2 -2 – 141 -2 511 -2 372

Rate differences outside France 564 564

ACTUAL TAX EXPENSE 3 358 -6 215 -2 857 -3 152 -11 900 -17 909

in thousands of euros

Non SIIC sector
France

SIIC sector

Total
Taxable 
earnings

Tax-free 
earningsVerification of the income tax at the end of December 2005 

Non-French
companies Total

Portugal Deficits that can be carried forward over 6 years.

Finascente 27.50% (8) 2 2 –

H1 (French company) 34.43% (3 360) 1 157 1 157 – Probable restructuring

H3 (French company) 34.43% (541) 186 186 –

Spain Deficits that can be carried forward over 15 years

KFI 35.00% (4 444) 1 555 1 555 –

KFE 35.00% (11 193) 3 918 3 918 –

Vinaza 35.00% (191) 67 67 –

Vallecas 35.00% (5 503) 1 926 1 926 –

Belgium Unlimited carry forward of ordinary deficits

Cinémas LLN 33.00% (1 941) 641 641 –

Coimbra 33.00% (2 065) 681 681 –

Foncière LLN 33.00% (2 907) 959 399 560 Non activated 2005 tax deficit

Place de l’Accueil 33.00% (46) 15 15 –

Hungary Unlimited carry forward of ordinary deficits

Klépierre Participations et 34.43% (3 351) 1 154 1 154 Forthcoming positive tax result following 

Financements (French company) restructuring in 2006

Hungarian centers 16.00% (20 639) 3 302 3 302 –

Non 
activated
amounts

Activated
amounts as of
12.31.2005

Activatable
deferred 

taxes

Inventory 
of ordinary

deficits
Applicable 

tax rateEntities Observations



6 – Exposure to equity market risks and hedging
strategy
Klépierre is attentive to the management of the financial risks inherent

in its activity and in the financial instruments that it uses. The group

identifies and regularly evaluates its exposure to the different sources

of risks (rate, foreign exchange, liquidity, counterparty) and defines

the applicable management policies, where appropriate.

6.1 – Interest rate risks

A) Cash Flow Hedge rate risk

Recurrence of variable rate financing requirement

Variable rate debts structurally represent a significant part of

the group’s debt (53% of debt on December 31, 2005, before

hedging): they include bank loans (classic or mortgage), drawdowns

from club deals, commercial paper and the use of authorized

overdrafts

Identified risk

An increase in the interest rate used to index the variable rate

debts (Euribor 3 months primarily) could lead to an increase 

of future interest rate expense.

Evaluation of exposure

The tables below enable a comparison of Klépierre’s exposure

to interest rate changes before and after hedging.
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Greece Deficits that can be carried forward over 5 years

Ségécé Hellas 29.00% (54) 16 16 –

KFM 29.00% (1 516) 440 440 –

Patras 29.00% (640) 186 186 –

Karpia 29.00% (145) 42 42 –

Athinon 29.00% (392) 114 114 –

Italy Ordinary deficits that can be carried forward 

over 5 years apart from the first 

3 years indefinitely deferrable

Brescia 34.43% (90) 30 30

Kléfin 33.00% (3 984) 1 315 1 315 –

Serravalle 37.25% (321) 120 120 –

Galleria Commerciale Klépierre 37.25% (1 050) 391 391 –

Collegno 37.25% (2 588) 964 964 –

Poland Deficits that can be carried forward over 5 years

Polish centers 19.00% (7 376) 1 401 682 720 Non recognised deficits incurred in 2001

PCMP 19.00% (1 526) 290 276 14 Non recognised deficits incurred in 2001

Netherlands

Capucine BV 31.50% (460) 87 87 Holding: dividends and capital gains from sale of 

tax-free securities

France Unlimitted carry forward of ordinary deficits

Cécobil 34.43% (985) 339 339 –

TOTAL 21 297 19 918 1 380 

Non activated
amounts

Activated
amounts as of
12.31.2005

Activatable
deferred 

taxes

Inventory 
of ordinary

deficits
Applicable 

tax rateEntities (continuation) Observations

Gross Position (variable borrowings 

and borrowings maturing within a year) 1 661 16,6

– Marketable securities Investments -42 -0,4

Net Position before heding 1 619 16,2

Interest rate position before hedging

Gross Position before hedging 1 661 16,6

– Net interest rate hedge -890 -8,9

Gross Position after hedging 771 7,7

– Marketable securities Investments -42 -0,4

Net Position after hedging 729 7,3

in € millions

Changes in interest expense
induced by a 1% increase 

in interest ratesAmount

Changes in interest expense
induced by a 1% increase 

in interest ratesAmount

Interest rate position after hedging

Financial report Consolidated Financial Statements



Hedging strategy

Klépierre has set itself a target hedging rate of approximately 70%.

This rate is defined as the percentage of fixed rate debts (after

hedging) in gross financial debts. As shown in the foregoing

table, this percentage stood at 74% on December 31, 2005.

To reach its target level, Klépierre primarily uses swap

agreements to freeze interest rate of variable financings 

or inversely to convert fixed rate financings into variable rate

financing.

Klépierre could also hedge its Cash Flow Hedge rate risk 

by limiting the possible changes in the reference index, 

for example by buying a cap on that index.

Considering its strategy and investment program, Klépierre 

is structurally a borrower; the current financing plan states an

expected debt increase of 200 to 300 million euros on average

in coming years. Since the group does not aim to reduce 

the percentage of its short-term debt, it is highly probable 

that the short-term variable rate loans will be renewed in 

the medium term. That is why Klépierre’s interest rate risk

hedging strategy is applied to both the long-term and 

short-term parts of its debt.

Generally, the hedging instrument can have a longer life than

the hedged debts provided that Klépierre’s financing plan

underlines the highly probable aspect of renewing these debts.

However, Klépierre has set itself the limit of ten years as 

the maximum period for hedging “synthetic” variable rate

financing, based on the opinion that it cannot reasonably

foretell the probable renewal of a debt after ten years.

B) Fair Value Hedge rate risk

Description of fixed rate indebtedness

Today, Klépierre’s fixed rate indebtedness corresponds to bond

issues and two bilateral bank loans contracted in 2004 by

Klépierre and Klépierre Hungary (now Klépierre Participations 

et Financements).

The principal sources of fixed rate additional debt may come

from resorting again to the bond market or to convertible

bonds and other “equity-linked” products.

Identified risk

On its fixed rate indebtedness, Klépierre is exposed to the

fluctuations of the risk-free market interest rates, given that 

the fair value of fixed rate debts rises when interest rates fall

and inversely.

Klépierre could also be in a position to know, at a given date,

that it should raise the fixed rate debt at a later date 

(e.g.: scheduled acquisition). Klépierre would then be exposed

to the risk of interest rate change before the loan is arranged.

Klépierre could then envisage hedging this risk – considered 

as a “cash flow hedge” risk under IFRS.

Evaluation of exposure and hedging strategy

As of December 31, 2005, debts contracted at a fixed rate 

represented 1 500 million euros before hedging.

The “Fair Value Hedge” interest rate risk hedging strategy 

is calibrated to reflect the objective of the overall hedge rate. 

It is also based on the use of interest rate swaps enabling 

the replacement of fixed rate payments by variable rate

payments. The “credit margin” component is not hedged.

“Fair Value Hedges” never outlive the hedged debt, since

Klépierre wishes to be highly “efficient” within the definition 

of IAS 32/39.

C) Investment securities
As of December 31, 2005, Klépierre’s investment securities

represented 41.9 million euros.

They are comprised of money market open-end and mutual

funds or SICAV-FCP in France, certificates of deposits in Italy

for 2.6 million euros (one month maturity) and Spanish

treasury bills for 7 million euros (maturity within one week).

These investments expose Klépierre to a moderate rate risk

given their temporary nature (cash investments) and the

amounts involved.
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12.31.2004 2 146 4.41% 77% 648 2.82% 23% 2 794 4.04% 4.17%

12.31.2005 2 434 4.30% 74% 851 3.00% 26% 3 285 3.96% 4.09%

The rates above are calculated, for the variable portion, on the basis of the market rates as of December 31, 2005. They do not include non-utilization fees, spread of cash payments on swaps, 
loan premiums and costs (hence the difference between the weighted average rate and the average cost of the projected debt).

AmountFixed PartRateAmount

Fixed rate borrowings Variable rate borrowings Total financial borrowings Projected
average cost

of debtRate Variable Part Amount Rate

Financial debt after hedging breaks down as follows:



D) Fair value of financial assets and liabilities
Under IFRS, financial liabilities are posted in the balance sheet

at amortized cost and not at fair value.

The table below enables a comparison of the fair values of

debts and their face value. Fair values are drawn up according 

to the following principles:

• variable rate bank debts: fair value equal to the nominal

amount, unless major credit event not impacted on the financial

conditions of the debt;

• fixed rate bank debts: fair value computed solely on the basis

of rate changes (unless there is a major credit event not

impacted on the financial conditions of the debt);

• bond debts (and convertible where applicable): utilization 

of market quotations if they are available, fair value calculated

on the basis of rate changes and credit margin in the contrary

case.

Derivative instruments are posted in the balance sheet 

at their fair value. On the asset side, non-consolidated

securities are classified in the category of securities “available

for sale” and are therefore valued at their fair value. Given 

the activity of the companies concerned, it is estimated that

net book value is close to fair value.

E) Measures and resources for managing rate risks
Given the importance of interest rate risk management 

for Klépierre, general management is involved in any and all

decisions concerning the hedging portfolio. The Financial

Division has IT tools enabling it to track market place trends 

in real time, and calculate the market values of its financial

instruments including derivative instruments.

6.2 – Liquidity risk
Klépierre focuses on refinancing its long-term activity and

diversifying maturity dates and the group’s financing sources, 

so as to facilitate renewals.

Accordingly, the percentage of bond issues in overall debt

stood at 38%, the debt’s life span was fixed at 5.3 years in

January 2006, and bank debt is spread over different products

(club deals, mortgage loans, etc.) and various world-class scale

counterparties.

Outstanding commercial paper (representing the bulk of 

short-term financing) never exceeds the amount of the club

deal “back-up” line with several banks and which would enable

immediate refinancing of this outstanding debt in the event 

of renewal difficulty on the market.

Additionally, Klépierre had 354 million euros of unutilized credit

lines (including bank overdrafts) on 31 December 2005.

More generally, real-estate companies’ access to financings 

is facilitated by the property assets they hold, considered 

by lenders as potential securities. 
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Fixed rate bond issue 1 200 1 270

Fixed rate loan 300 299

Floating rate loan 1 661 1 661

TOTAL FINANCIAL LIABILITIES 3 161 3 230

in € millions

Fair valuePar valueFinancing at December 31 2005

Financial report Consolidated Financial Statements



Some Klépierre financings (syndicated loans, bond issues) 

come with financial covenants (cf. also the memo in 4.15). Non

compliance with these covenants could cause early redemptions

of the facilities. These agreements deal with ratios which are

routinely tracked by property professionals and the imposed

constraints that leave Klépierre with sufficient room to ensure 

a low level of liquidity risk.

The bond issues (€1 200 M) include a put option, giving them

the possibility of requesting early repayment in case of change

of control that would transform Klépierre’s rating into “non-

investment grade”. Apart from this clause, no financial

agreement refers to the Klépierre’s rating by Standard & Poor’s.

6.3 – Currency risks
Klépierre’s business is mainly located in the Euro zone. As 

of December 2005, the exceptions were the Czech Republic,

Slovakia, Hungary and Poland.

Currency risk in these countries is not considered sufficiently

important to require hedging by derivative instruments.

As acquisitions and their financing are carried out in euros, currency

risk mainly concerned the commercial activity of subsidiaries.

Generally, rents are invoiced to tenants in euro and converted

into local currency on the invoicing date. Tenants have the choice

of paying their rents in local currency or in euro (or in dollars

for some minority leases). Currency risk is therefore limited to

the variance, if any, between the invoiced rent and the collected

rent when the currency depreciates against the euro between

the invoice date and the actual payment in local currency 

by the tenant.

To limit this risk, at the beginning of 2006, Klépierre initiated 

a campaign to amend leases coming up for renewal in the

countries concerned, to ensure that euro-denominated inflows

remained fixed on the rent payment date.

At the same time, Klépierre makes sure that the rents of tenants

are not likely to be significantly penalized in case of the euro

rises sharply, so as to avoid a degradation of their financial

situation which could increase the risk of default payments 

for Klépierre.

6.4 – Counterparty risk
Counterparty risk is limited by the fact that Klépierre is

structurally a borrower. It only applies to investments carried

out by the group and the group’s counterparties in derivative 

product transactions.

Counterparty risk on investment securities

Counterparty risk on investments is limited by the type 

of products used:

• money market funds managed by recognized firms, 

and therefore concerning diversified signatures;

• government loans from countries where Klépierre does

business (in the form of repurchase agreements);

• occasionally, certificates of deposit issued by leading banks.

Counterparty risk on hedging instruments

Klépierre limits its derivative instrument transactions to deals

with world-class financial firms. Today, all swap contracts enjoy

“AA” counterparty rating. Whatever the case, the group would

not accept to deal with a firm rated lower than A- by S&P 

or an equivalent agency.

6.5 – Equity risk
As of December 2005, Klépierre's treasury shares amounted 

to 187 659 shares. The acquisition value (€9.1 million) 

of these shares is deducted from shareholders’ equity.

Treasury shares are allocated as follows:

• 31 871 shares in the context of the market making agreement

for controlling its share market price;

• 59 389 shares under the stock-options plan set up for

Klépierre group employees as decided by the Executive Board

on June 14, 1999;

• 96 399 shares under upcoming stock option plans.

A 10% drop of Klépierre’s share compared to the closing rate 

at December 31, 2005 would have no impact on the Group’s

earnings, given that the balance sheet value of these shares 

was clearly less than the stock market price on that date.
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Loan To Value ≤ 52%
Default case

43.4%

EBITDA/FFI 1 050 ≥ 2.5 3.5

Secured debts/ 

Revalued holding ≤ 20% 5.6%

Secured debts/ANR 1 200 ≤ 50% Default case 12.3%

Level at
12.31.2005

Effect of 
non-complianceContract limit

Financing amounts 
concerned (€M)Main agreements



7 – Financing commitments and guarantee

7.1 – Reciprocal commitments:
Reciprocal commitments correspond to reciprocal guarantees 

in the context of a real-estate development contract or a sale

before completion contract (payment guaranteed by the buyer

and completion guaranteed by the developer).

7.2 – Commitments given and received

Purchase commitments:
Purchase commitments primarily correspond to acquisition 

subject to conditions precedent of securities pertaining 

to shopping centers in Poland and the Czech Republic 

for 220 million euros, the mall of City Gate Thessalonique 

in Greece for 57 million euros, and a preliminary purchase

contract for the construction of the Vallécas (Madrid) center

for 113 million euros.

Furthermore, there are price supplements following these

acquisitions. These price supplements are generally the

capitalization of rents calculated between the rental bases 

on the acquisition date and the price supplement date.

Pursuant to IFRS 3 and articles 32 and 34, the price

adjustment in the cost of the business combination on the

acquisition date must be posted if the adjustment is probable

and can be reliably estimated on the balance sheet date.

Pursuant to this rule, on December 31, 2005, a price 

supplement on the Louvain La Neuve center was posted 

for 9 592 thousands of euros before deferred taxes.

In the context of the acquisition of Polish centers, a price

supplement is expected on the variance between rents taken

into account in the appraisal of centers (rents on 31 March

2005) during the acquisition and the rental bases 

on December 2005 for Sadyba, Ruda and Cracovia and 

on June 30, 2006 for Poznan. This price supplement must 

be negotiated with the seller in the first half of 2006. 

Based on current estimates, the price complement can be

estimated at an amount of 8 to 10 million euros.

A downward adjustment of the acquisition price is also

expected at the end of the contract for cases where the seller

might not obtain the administrative and price permits relating

to the conditions for supplying electricity to center tenants.

Unused confirmed credit lines
At December 31, 2005, Klépierre had 354 million euros 

of unutilized credit lines comprising the following:

• €307 million of confirmed lines, corresponding to:

– €175 M of commercial paper (variance between the amount 

of the back-up line and the outstanding issued bills),

– €125 million of credit available on the bridge loan set up 

in 2005,

– €7 million of credit available on the borrowing from

Coimbra (Belgium).

• €47 million of unutilized authorized overdraft.

Other guarantees received:
In the context of Vallécas, Klépierre has a security deposit 

109 809 thousand euros in the event of failure of the Madrid

Municipal authority to obtain a building permit.

To our knowledge, there is no omission of a off-balance sheet

commitment this is material or could be material in the future

according to applicable accounting standards.
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Guarantee in the context of a CPI/ 

Sale before completion 79 324 66 606

TOTAL 79 324 66 606

in thousands of euros

2004 December2005 December

Commitments given

– Deposits on loans to employees 6 687 6 785

– Guarantees, deposits and mortgages 7 159 1 677

– Purchase commitments 562 462 450 498

TOTAL 576 308 458 960

Commitments received

– Deposits received as guarantee for the property

management and transactions activity 120 340 75 310

– Sale commitments 52 484 –

– Deposits received from tenants 46 780 27 791

– Other guarantees received 112 956 85 619

–Unused confirmed credit line 306 757 167 408

TOTAL 639 317 356 128

in thousands of euros

2004 December2005 December

Financial report Consolidated Financial Statements



euro debt of Klépierre Hungary.

Generally, the group finances its assets by shareholders’ equity

or debts contracted by the parent company without pledging

these assets.

The details of debts secured by pledges are as follows:

is in the process of being released (Klépierre’s share: 

€38 million).

7.3 – Guarantees

Secured debts mainly include:

• mortgage on the shopping centers owned by Klécar Italia 

to hedge a 121 million euro bank loan;

• pledging of Kléfin Italia securities for a 170.9 million euro

loan;

• security deposit given by Klépierre to hedge the 165 million

Lastly, a mortgage was given in the context of the loans 

subscribed by IGC in 1997 and fully repaid to date and which 
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Secured debts 619 319 425 810

TOTAL 619 319 425 810

in thousands of euros

2004 December2005 December

On intangible assets none

On property, plant and equipment 438136

Novate 31782

– Metropoli 61975 16.04.1999 15.12.2013 47566

– Vignate 28000 15.12.2003 15.10.2016 50075

Immobiliare Magnolia 6661 20789 08.09.1999 15.07.2011 12329

18.04.2003 15.01.2018

ICD 13012 43382 30.06.1996 11.05.2011 22069

Klécar Italia 118817 331500 25.06.2003 25.06.2015 208975

Coimbra (1) 44243 5610 17.07.2003 31.05.2006 97122

On financial investments 199484

Kléfin Italia 170841 200000 29.06.2005 29.12.2006 199484

TOTAL 637620
(1) Coimbra has given a mortgage mandate for the financing in thousands of euros
of the Louvain-la-Neuve centre for a maximum amount of 50.5 millions of euros.

Pledging 
start date

Mortgage
amount

Amount of
loan at

12.31.2005
Pledging 
end date

NBV of 
assets pledged



7.4 – Shareholder’s pact

Shareholders’ pact concerning Klécar France, Klécar Europe

Sud, Solorec and Klécar Participations Italie

The partners’ agreement binding Klépierre and CNP Assurances

and Ecureuil Vie were amended by rider signed on December 30,

2004 in order to cancel the liquidity commitments of Klépierre

towards its partners.

The pact provides for the usual minority protections:

preemptive share right, joint exit right, decision process in case

of investment or disinvestment. Furthermore, in each of the 

agreements, two clauses were planned:

• one to the advantage of Klépierre: obligation of minorities 

to exit at the request of Klépierre in the event of the sale 

of Klécar’s assets to a third party;

• the other in favor of minorities: process enabling the latter, 

in 2011, 2016 and 2017 for Italian companies and 2010, 

2014 and 2015 for the other malls to consider different exit

scenarios:

– assets sharing or sale,

– outright purchase by Klépierre of minority securities 

(no obligation for Klépierre),

– sale to a third party with payment of a discount by Klépierre

if the offer is less than the Revalued Net Asset.

Pact signed with AXA France Vie in case of disposal of equity

shares constituting Ségécé’s capital

The following provisions apply to share disposals that would

not be considered as free disposals and are more advantageous

to AXA France Vie:

• Klépierre’s obligation to buy from Axa France Vie the total

number of equity shares that it holds in Ségécé in so far as 

a sale proposed by AXA France Vie would not be approved 

in accordance with article 8 of the bylaws of Ségécé;

• indemnification of the registration fees at a rate of 4.80%

which AXA France Vie might have to pay in case it sells its

equity shares

7.5 – Commitments on simple leases – Lessors

General description of the main clauses 

of the lessor’s lease agreement

A) Shopping centers:
The agreement stipulates rental terms ranging from 5 years 

in Spain to 12 years in France (with three 3-year periods); 

Italy offers a mixed system of 5 to 12 years. The agreement

defines the procedures for fixing and indexing rents are

determined.

Indexing allows repricing of the guaranteed minimum rent, 

by the application of a country-specific index.

Indexing specific to each country

In France, the applicable index used is the ICC, the reference

construction cost, published each quarter. The index retained

and applied corresponds to that of the “anniversary” quarter 

of the lease. The ICC for Q2 2004 (published in October) 

was 5.41% and applied to 70% of Klépierre’s rental property

leases in 2005.

In Spain, the consumer price index (IPC) is recorded annually

every January 1.

In Italy, the system is based on the consumer price indices 

for working class and junior management (excluding tobacco)

households (ISTAT). But implementing indexing is more

complex: depending on the leases, either ISTAT is applied 

at 75%, or the reference segment index at 100%.

In Portugal, the retained index is the consumer price excluding

property (IPC).

Greece applies the Consumer Price Index (CPI).

In central Europe, the IPCUM index, published by Eurostat, 

is based on the consumer price of the 12 European monetary

union member countries.

Guaranteed minimal rent and variable rent

Appraised year in and year out, rent corresponds to a

percentage of the revenues earned by the lessee during the civil

year under consideration. The applied rates differ depending on

the activity carried out. This binary rent (fix + variable) cannot

be less than the minimum guaranteed rent (MGR). The MGR 

is repriced every year with the indexing rate. The variable 

rent corresponds to the variance between the percentage of

the revenues as fixed in the lease and the minimum guaranteed

rent after indexing.

Each lease renewal aims at consolidating all or part of the

variable rent in the MGR. For example, the variable rent 

is often reset to zero at the end of the lease (every 5 to 12

years, as the case may be). Each year, it is also deducted from

the progression of MGR in the application of the invoicing.

Mainly present in the leases of historic French and Italian

assets, the variable rent clause is gradually included in other

leases, whenever they come up for renewal or renegotiation.
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Less than one year 422 524

Between 1 and 5 years 764 341

More than 5 year 298 880

TOTAL 1 485 745

in thousands of euros

B) Office buildings:
100% of assets are located in France are therefore governed 

by French law.

The following apply to commercial activities:

Articles L. 145-1 to L. 145-60 of the Commercial code 

and the non codified articles of n° 53-960 of September 30,

1953 (the “status”). A certain number of these clauses 

are in the public domain. For example: the contracts 

cannot be shorter than 9 years (regarding the Lessor’s

commitment), the right to renewal, the formal conditions

to comply with in the event of termination, leave, renewal,

and eviction, etc.

Very exceptionally, leases exempted from the status, by two 

or more years can be made compliant.

The term of the lease is often 9 years. The lessee has the sole

legal right to terminate it at the end of each three year period

by sending six months notice by extrajudicial act. The parties

may decide to waive this three-year termination clause.

The rent is usually paid every quarter for the next quarter 

due and is fully recalculated each year based on the INSEE

construction cost index. The rent may be progressive 

or constant and may include rent-free periods but whatever 

the case, determined when the lease is signed and for the entire

term (apart from riders during the lease).

All expenses including property taxes and taxes on offices, 

are generally at the lessee’s expense, apart from works

regulated by article 606 of the Civil code which is usually 

at the Lessor’s expense.

For professionals

(lawyers, chartered accountants, architects, etc.): 

The status does not apply. A minimum duration of six years 

and the lessee can leave at any time by giving notice six months

in advance. There is no renewal right. The other conditions 

are almost the same as those of a commercial lease.

The total amount of conditional rents posted under 

revenues,

Conditional rent refers to the variable portion of rental

payments whose calculation is not based on the time lapse

factor but on other factors such as percentage of revenues,

level of utilization, price indices, market interest rate, etc.

Under the lease, minimum payments refer to the payments

which the lessee is, or can be, required to make during the term

of the lease excluding the conditional rent, the cost of services

and taxes to be paid or refunded to the lessor.

Minimal future rents receivable pursuant to the simple 

non-cancelable lease agreements in aggregate were as follows

on December 31, 2005:

7.6 – Commitments on leases agreements –
financing
The group has a finance lease agreement with a purchase

option concerning the office buildings located in Lille. 

This contract is valid for 18 years until 31.07.2009. 

On the expiration date of the treaty term of the finance lease,

the lessee may opt, at his discretion, to purchase the building.

The reconciliation between the minimal future payments under

the lease agreement – financing and the discounted value of

the net minimal payments pursuant to the leases – is presented

as follows:
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December 2005

Less than one year 427 203

Between one and five years 1 173 684

More than five years – –

Total minimum payments for the lease 1 600 887

Minus the amounts representing 

financing expenses -713

Discounted values of minimum 

payments for the lease 887 887

in thousands of euros

Discounted
value of 

payments

December 31, 2005

Minimum 
payments



8 – Compensations and employee benefits

8.1 – Payroll expenses
The amount of payroll expenses amounted to 52.4 million euros

for financial year 2005.

Fixed and variable salaries and wages, together with incentives

and profit sharing, totaled 37.1 million euros, expenses related

to retirement indemnities, retirement expenses and other social

expenses at 14.4 million euros, and income tax, taxes and

similar payments at 0.8 million euros.

8.2 – Retirement commitments
• Fixed contribution post-employment plans

In France, Klépierre group contributes to different national 

and inter-professional basic and supplementary pension bodies.

• Fixed benefits post-employment plans

The still existing fixed benefit plans in France and in Italy 

are subject to independent actuarial assessments according 

to the methodologies of credit units projected in order 

to determine the expense corresponding to the rights 

acquired by employees and the outstanding benefits to be paid

to pre-retirees and retirees. The demographical and financial

assumptions used 

to estimate the discounted value of hedge bonds and assets 

for these plans take into consideration the economic conditions

specific to the monetary zone under consideration. The fraction

of actuarial variances to be amortized, after application 

of the conventional limit of 10% (corridor method) 

is calculated separately for each defined-benefit plan.

The reserves funded for fixed-benefit post-employment plans

amounted to 3.7 million euros at December 31, 2005:

-3.3 million euros for French commitments;

-0.4 million euros for Italian commitments.

Klépierre has set up supplementary retirement plans by

corporate agreement. The supplementary plans will give the

employee beneficiaries at the time of their retirement additional

income to the pensions (where applicable) paid by the national

plans, according to the kind of plan they are entitled to.

In addition, the Group's staff benefits from treaty or

contractual personal protection plans in various forms such 

as retirement gratuities.

In Italy, the applicable plan in PSG and Effe Kappa is a

“Trattamento di Fine Rapporto” (TFR) type of plan. The amount

due by the employer at the termination of the employment

contract (resignation, dismissal, retirement) is calculated 

by the application of an annual coefficient for each year worked

without this amount exceeding a certain threshold. As the

corresponding liability is certain, it can be posted under 

other debts and not as a contingency provision.

In Spain, a provision for retirement commitments can be funded

in the case of the existence of a special clause in the collective

agreement, but this does not apply to the staff of Klépierre

group’s Spanish subsidiaries.

The existing commitments for post-employment medical

assistance plans are assessed by using medical costs 

growth assumptions. These assumptions, based on historic

observations, take into account the estimated future changes 

in the cost of medical services resulting both from the cost 

of medical benefits and inflation.
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• Reconciliation between the assets 

and liabilities posted in the balance sheet

Excess commitments on the assets of financed plans 4 708

Gross discounted value of commitents wholly or partly financed by assets 9 190

Fair value of the assets of plans 4 482

Discounted value of non-financed commitments 4 708

Yet-to-be booked costs pursuant to the provisions of IAS 19 1 453

Cost of past services 784

Actuarial net losses or gains 670

Net commitment posted in the balance for sheet fixed-benefit plans 3255

in thousands of euros

January 1, 2005

• Movements on the liability/net asset posted in the balance sheet

Net commitment at beginning of period 3 255

Pension cost booked earning earnings for the period 1 371

Payments made by Klépierre under earnings for the period –

Acquisition/Sale -810

Benefits paid to beneficiaries of non financed benefits -825

Outstanding share subscription or purchase options 3 720

in thousands of euros

2005 December 31   

Financial report Consolidated Financial Statements



8.3 – Stock options
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• Components of the retirement expense

Cost of services rendered during the year 764

Financial cost 368

Return expected from the plan's assets -178

Amortization of actuarial variances –

Amortization of past services 85

Impact of the plan's reductions or liquidations 33

Total posted under "payroll expenses" 1 371

in thousands of euros

• Retirement plans

Klépierre offers some of its employees the benefit of special Klépierre

pre-retirement or Unédic plans. The amount of the provision at

December 31, 2005 amounted to 124 thousands of euros.

• Other long-term benefits

The provision for long-service awards totaled 1 241 thousands of euros

at December 31, 2005.

2005 December 31   

• Principal actuarial assumptions sued for calculating the closing date

In percentage, as of January 1 2005

Discounting rate 2,48% - 4,21%

Rate of return expected from the plan's assets 4.00%

Rate of return expected from redemption rights n/a

Rate of future salary increases nc

France

Executive Board date 06.24.1999 06.24.1999

Total number of subscribable or purchasable shares:

– (i) company executives 49 510 22 503

– (ii) of the first 10 allottee employees – 75 010

Departure point for exercise of options 06.25.2004 06.25.2004

Expiration date 06.24.2007 06.24.2007

Subscription or purchase price 36,66 28,33

Number of shares subscribed as of December 31 2005 26 104 61 700

Cancelled share subscription or purchase options –

Outstanding share subscription or purchase options 

on December 31 2005 23 406 35 813

Plan n° 2Plan n° 1EGM decision of April 28 1999



Executive Board stocks – options
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Michel CLAIR June 24, 1999 (2) 18 004 June 25, 2004 36,66 12 904 – – 12 904

to June 24, 2007

Eric RANJARD June 24, 1999 (2) 10 502 June 25, 2004 36,66 10 502 10 502 – –

to June 24, 2007

7 501 28,33 7 501 7 501 – –

Claude LOBJOIE June 24, 1999 (2) 10 502 June 25, 2004 36,66 10 502 – – 10 502

to June 24, 2007

7 501 28,33 1 876 – – 1 876
(1) Restated of the triping of the number of shares in 2003 (division by 2 of the face value and allotment of a bonus share).
(2) Decision of 28 April 1999.

Number 
of options 

exercised in
financial year

2005

Outstanding
options as of
12.31.2004

Exercice 
price 

(in euros)
Exercice 
period

Number 
of options 
allotted(1)Allotment date

Number 
of options 

cancelled as of
Ist Half 2005

Outstanding
options on
12.31.2005
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133

C
O

N
S

O
LI

D
A
T

E
D

 
FI

N
A

N
C

IA
L 

S
TA

T
E
M

E
N

T
S

9 – Additional information

9.1 – Information given on the fair-value model

Lease income 449 017 449 017

Expenses on land (real estate) -2 296 2 296 0

Non-recovered rental expenses -5 240 -5 240

Building expenses (owner) -32 379 3 747 -28 632

Net lease income 409 102 6 043 415 145

Management, administrative and related income 46 362 46 362

Other income from operations 7 217 7 217

Change in Fair Value of investment property 552 149 552 149

Survey and research costs -835 -835

Payroll -52 365 -52 365

Other general expenses -19 040 -19 040

Depreciation and amortization allowance on investment property -125 535 124 777 -758

Depreciation and amortization allowance on PPE -4 587 -4 587

Provisions -3 111 5 372 2 261

INCOME/LOSS FROM OPERATIONS 257 208 688 341 945 549

Gains on the sale of investment property and equity interests 163 831 163 831

Net book value of investment property sold -143 597 -5 292 -148 889

Income/loss from the sale of investment property and equity interests 20 234 -5 292 14 942

Revenue on the sale of assets held for sale in the short-term 129 129

Net book value of assets sold 0

Profit on the sale of short-term assets 129 129

Net dividends and provisions on non-consolidated investments -247 -247

Net cost of debt -112 700 -112 700

Change in the value of financial instruments -40 -40

Discounting effect -1 330 -1 330

Share in earnings of equity method investees 557 557

PRE-TAX EARNINGS 163 811 683 049 846 860

Corporate income tax -17 909 -83 594 -101 503

NET INCOME 145 902 599 455 745 357

of which

Group share 120 449 521 697 642 146

Minority interests 25 453 77 758 103 211

in thousands of euros

December 31
2005"

Fair value
restatements

December 31
2005

Fair Value
model”



Fair value refers to the amount for which an asset may be

exchanged between properly informed, consenting parties

acting under the conditions of normal competition.

The fair value is the most probable price (excluding

transactions fees and costs) that can be reasonably obtained

on the market on the balance sheet date.

The fair value of Klépierre buildings is determined by 

third-party appraisers.
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Non-allocated goodwill 33 410 33 410

Intangible assets 6 033 6 033

Property, plant & equipment 42 167 42 167

investment property 5 487 725 -5 484 343 3 382

JV investment property 6 839 715 6 839 715

Fixed assets in progress 107 692 -8 082 99 610

JV property held for sale 48 857 6 061 54 918

Equity-method securities 2 877 2 877

Non-consolidated securities 609 609

Other non-current assets 18 743 18 743

Deferred tax assets 33 417 33 417

NON-CURRENT ASSETS 5 781 530 1 353 351 7 134 881

CURRENT ASSETS 460 820 -66 295 394 525

TOTAL ASSETS 6 242 350 1 287 056 7 529 406

Capital 184 657 184 657

Additional paid-in capital 743 166 743 166

Statutory reserve 18 466 18 466

Consolidated reserves 813 021 433 112 1 246 133

– Group conversion reserves – –

– Revaluation variance – –

– Treasury shares -9 096 -9 096

– Assets held for sale – –

– Fair value of financial instruments -9 201 -9 201

– Fair value of buildings 433 112 433 112

– Other consolidated reserves 831 318 831 318

Retained earnings – –

Consolidated earnings 120 449 521 697 642 146

Shareholders' equity (Group share) 1 879 759 954 809 2 834 568

Minority interests 424 829 201 668 626 497

SHAREHOLDERS' EQUITY 2 304 588 1 156 477 3 461 065

Non-current financial liabilities 2 633 906 2 633 906

Long-term allowances 7 579 7 579

Security deposts and guarantees 81 338 81 338

Deferred tax liabilities 158 124 130 579 288 703

NON-CURRENT LIABILITIES 2 880 947 130 579 3 011 526

CURRENT LIABILITIES 1 056 815 – 1 056 815

TOTAL LIABILITIES 6 242 350 1 287 056 7 529 406

in thousands of euros

December 31
2005

Fair value
restatements

December 31
2005

Fair Value 
model

Financial report Consolidated Financial Statements



For several years, Klépierre has entrusted the task of assessing

the value of its holdings to the same appraisers. For office 

property and warehouses, Foncier Expertise and Atisreal

Expertise (formerly Coextim) jointly perform this task. For

shopping centers, the appraisals are performed by Retail

Consulting Group with the exception of Hungarian centers

which were appraised by Icade for the first time on December

31, 2005. The missions assigned to the different appraises 

are all carried out according Real Estate Appraisal Guidelines

(Charte de l’Expertise en Evaluation Immobilière) and in accordance

with the recommendations issued by the COB/CNC “Barthès

de Ruyter Work Group.

The market value is the value determined by third-party

appraisers who value the group's holdings on June 30 and

December 31 of each year excluding transfer duties and fees

(the fees are assessed on the basis of the direct sale of the

building, even if these costs can, in certain cases, be reduced

when the company which owns the asset is sold).

Office buildings

The appraisers combine two approaches: the first entails 

a direct comparison with similar transactions completed 

in the market during the period, while the second involves

capitalizing actual yields or estimated assets.

An analysis of these yields reveals that one of three situations

prevails: lease income is either substantially equal to, higher

than or lower than market value.

If lease income and market value are substantially equal, the

lease income used in the valuation is the actual lease income

earned on the property. If lease income is higher than market

value, the valuation uses market value and takes into account 

a capital gain calculated from the discounted value of the

difference between actual lease income and market value.

If lease income is lower than market value, the appraisers

considered the scheduled term of the corresponding lease, 

at which time the rental price will be aligned with going rates.

Pursuant to the French decree of September 30, 1953, 

the rental prices of properties that are used solely as office

premises are automatically aligned with market rates when 

the leases in question come up for renewal.

Consequently, the appraisers worked on the assumption 

that the owners of such property would be able to align rents

with market rates when the corresponding leases came up 

for renewal, and took into account the current conditions of

occupation in the form of a capital loss calculated as before.

However, unlike prior valuation adjustments, the appraisers 

did not limit their approach to properties coming up for

renewal in the three years to come, on the grounds that 

the investors participating in current market transactions make

projections that extend beyond this three-year horizon. In 

the second case, the financial capital gain observed was added

to the appraised value derived, which is equal to the discounted

value (at a rate of 5.5%) of the difference between actual lease

income and market price until the first firm period of the lease

expires. In the third case, a capital loss was deducted from 

the derived value equal to the discounted value (at the rate 

of 5.5%) of the difference between actual lease income 

and market price until the lease expires. For this reappraisal, 

the appraiser reasoned on the basis of the rate of return (yield)

and not on the basis of the capitalization rate. That is, the rate

that was used is that applied to the income determined as

before to derive an appraised value inclusive of transfer duties.

Before, the rate used resulted in a valuation exclusive of transfer

duties. The decision to use this rate results from an observation

of the market, in the context of transactions actually completed

by investors. To derive the appraised value exclusive of transfer

duties, transfer duties and fees were deducted at the

aforementioned rate.

Shopping centers

To determine the fair market value of a shopping center,

appraisers apply a yield rate to net annual lease income 

for leased-up premises, and to net market price for vacant

properties. The yield rate is applied after deduction of the net

present value of all reductions or rebates on leases with

minimum guaranteed rents and the net present value of all

expenses on vacant premises. The discount rate used is equal 

to the yield rate applied to determine fair market value.

Gross rent includes: minimum guaranteed rent, variable rent and

the market price of any vacant premises. Net rent is determined

by deducting all charges from the gross rent: including

management fees, expenses borne by the owner and not passed

on to tenants, and charges paid on vacant premises… 

The appraiser determines the yield rate on the basis of

variables, in particular: retail sales area, layout, competition,

type and percentage of ownership, rental reversion and

extension potential, and comparability with recent market

transactions. As for rental reversion potential, the appraiser

determines the market rental value for the shopping center in

its present state on the basis of the shopping center’s location

and the revenues generated by its tenants.

The shopping center’s development potential is determined 
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by calculating the difference between the market rental value

and the current rents being charged. An internal rate of return

is also calculated using a method that involves a discounting 

serie of cash flows, generally to 10 years, based on a number 

of predefined assumptions. The estimated resale value at 

the end of this period is generally calculated using a cap rate

that is equal to or slightly higher than that initially applied 

to the net end of period rent.

In sum, the appraiser derives a current value by determining 

the yield rate that applies under prevailing market conditions,

the current annual rent and the shopping center’s reversionary

potential. He then verifies that the internal rate of return

derived is consistent by calculating an IRR. This results in 

a value that is inclusive of transfer duties, from which duties

(which are calculated at the rate indicated above for deriving 

a value exclusive of duties) must be deducted.

9.2 – Earnings per share
The basic net income per share is computed by dividing 

the net income for the year attributable to ordinary shares 

by the weighted average number of current shares in the year, 

excluding treasury shares.

The diluted earnings per share is computed by dividing 

the net income for the year attributable to ordinary shares 

by the weighted average number of current shares in the year,

excluding treasury shares adjusted to reflect the effects 

of the diluting options.

9.3 – Affiliated companies
As of December 31, 2005, the share of BNP Paribas in bank

loans totaled 1 072 million euros, of which 900 million euros

were used. This stake must be compared to a total authorized

amount of 2 014 million euros, of which 1 835 million euros 

are used. These amounts do not include the back-up line of

commercial paper (not drawn) of an amount of 300 million euros,

and in which BNP Paribas has an interest of 68 million euros.

On January 13, 2005, Klépierre SA and Klétransactions sold

8.87% and 13.14%, respectively, of Secmarne equity to BNP

Assurances for 29.6 million euros excluding transfer duties.

Atisreal, a subsidiary of the Group BNP Paribas pays a rent 

for offices in a building in Levallois belonging to Klépierre.

The transactions between affiliated parties were carried out

according to terms equivalent to those prevailing in the case 

of transactions subject to normal conditions of competition.

9.4 – Compensation of Director and Officers
The directors' fees paid to members of the Supervisory Board

totaled 149 994 euros.

The overall amount of compensations paid in 2005 to

Executive Committee members was 2,031 thousand euros.

9.5 – Events after the year end
Ségécé, 75% subsidiary of Klépierre acquired on January 5,

2006 the balance of the capital of the Italian management

company (PSG) in which it had 50% controlling interest. 

The investment amount totals 9.1 million euros.

Klépierre sold Les Ellipses, the building located Saint-Maurice

on February 7, 2006 for 28.3 million euros.

9.6 – Identity of the consolidating company
As of December 31, 2005, Klépierre was fully consolidated 

by BNP Paribas group. BNP Paribas holds an equity stake 

of 53.52% in Klépierre as of Febuary 8, 2006.

10 – Transition to IFRS

“IFRS Book” for the 2004 
shelf registration document
Recommendations from the Committee of European Securities

Regulators on December 30, 2003 on preparing the transition

of IFRS and the Financial Markets Authority, have encouraged

issuers to publish as early as possible the quantified impact 

of changing the reference system. To respond better to these

recommendations, the Group published an “IFRS Book”, 

which is an integral part of the 2004 shelf registration

document (document de référence 2004) containing 

the following information:

• reconciliation between the balance sheet at December 31,

2003 in French GAAP and the opening balance sheet on
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Numerator

Net earnings group share (€k) a 105 147 120 449

Denominator

Average number of weighted shares before diluting effect b 45 291 739 45 965 465

Impact of diluting shares 

Share purchase options 93 217 155 788

Total potential diluting effect c 93 217 155 788

Average number of weighted shares after diluting effect d = b + c 45 384 956 46 121 253

Net earnings group share per undiluted share (in euros) a/b 2,32 2,62

Net earnings group share by diluting share (in euros) a/d 2,32 2,61

12.31.200512.31.2004
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Shareholders' equity (group share)

January 1, 2004 prepared in compliance with IFRS;

• the IFRS-compliant balance sheet at December 31, 2004;

• Reconciliation between the opening balance sheet at January

1, 2005, prepared in compliance with IFRS and including 

first-time application of IAS standards 32 and 39 (financial

instruments) as well as of IFRS 5 (non-current assets held for

sale) and the IFRS-compliant balance sheet at December 31,

2004;

• a memo on application of the principal standards by Klépierre

and their impact.

The Book explains in detail the principles adopted for preparing

the IFRS-compliant balance sheet at January 1, 2004, the

extent to which they entail a significant departure from the 

previously applied French accounting principles and their 

quantified effect on the opening balance sheet and income

statement for fiscal year 2004.

10.1 – Reconciliation table of shareholders' equity in French GAAP to shareholders’ equity in IFRS 
on 01.01.2004, 12.31.2004, 01.01.2005

Transition to IFRS for the annual accounts 
of December 31, 2005
For purposes of comparing with December 31, 2004, 

the following reconciliation statements were published with 

the half-year accounts of June 30, 2005 or with the IFRS Book

and repeated in the notes to the financial statements of

December 31, 2005:

• a reconciliation table for shareholders' equity in French GAAP

to shareholders’ equity in IFRS on 01.01.2004, 12.31.2004

and 01.01.2005;

• reconciliation between French GAAP and IFRS of the income

statement on December 31, 2004;

• a reconciliation between the balance sheet at December 31,

2003 in French GAAP and the opening balance sheet in IFRS

standards on January 1, 2004;

• reconciliation between French GAAP and IFRS of balance

sheet on December 31, 2004;

Pursuant to its 2003 earnings, Klépierre has offered to pay its

dividend in shares. This transaction results in a capital increase

of 5.6 million euros and share premium of 63.2 million euros.

The “Other” column corresponds almost entirely to the portion

of the dividend paid in cash (€19.2 million).

Restatements on the opening balance sheets on January 1,

2004 and on January 1, 2005 are explained in detail 

in the Klépierre IFRS Book published with the 2004 shelf 

registration document.
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Shareholders equity in French GAAP 1 839 126 102 134 -19 244 1 922 016 402 335 2 324 351 2 324 351

IAS 40 -Investment property 16 523 -6 774 9 749 -495 9 254 9 254

IAS 17 -Lease contracts -Construction leases 4 652 868 5 520 178 5 698 5 698

IAS 17 -Lease contracts - Eviction indemnities -1 232 397 -835 -81 -916 -916

IAS 17 -Lease contracts - Entry fees 1 469 864 2 333 411 2 744 2 744

IAS 19 -Employee benefits 1 018 -22 996 282 1 278 1 278

Effect of discounting 5 340 -2 510 2 830 - 2 830 2 830

IAS 12 -Income tax -21 608 7 199 -14 409 -370 -14 779 -14 779

IAS 38 -Intangible assets -1 515 1 936 421 40 461 461

IAS 32-39 -Financial instruments – – -95 625 -95 625

Total of IAS/IFRS adjustments before tax 4 647 1 958 0 6 605 -35 6 570 -95 625 -89 055

Tax effect on IAS/IFRS adjustments -4 205 1 054 0 -3 151 -190 -3 341 13 013 9 672

Total of IAS/IFRS adjustments after tax 442 3 012 0 3 454 -225 3 229 -82 612 -79 383

SHAREHOLDERS' EQUITY IN IFRS 1 839 568 105 146 -19 244 1 925 470 402 110 2 327 580 -82 612 2 244 968

in thousands of euros

Other
Earnings for

the year
January 01

2004
December
31, 2004

Minority
interests

Shareholders
equity in

total share
december
31, 2004

IFRS 
restatements

and 
reclassifica-

tions

Shareholders
equity in

total share
january 01,

2005



10.2 – Reconciliation between French GAAP 
and IFRS of the income statement on December 31, 2004
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Lease income 397 586 1 834 399 420

Expenses on land (real-estate) -910 -910

Non-recovered rental expenses -3 732 -3 732

Building expenses (owner) -24 561 2 700 -21 861

Net lease income 369 293 3 624 372 917

Management, administrative and related income 33 744 33 744

Other income from operations 6 551 6 551

Provisions 863 16 879

Survey and research costs -771 -771

Payroll expense -43 510 -43 510

Other general expenses -19 857 -19 857

Depreciation and amortization allowance on investment property -102 387 -6 880 -109 267

Depreciation and amortization allowance on PPE -2 721 -269 -2 990

Depreciation and amortization allowance on goodwill -1 353 1 353 –

INCOME/LOSS FROM OPERATIONS 239 852 -2 156 237 696

Gains on sale of investment property and equity interests 131 759 131 759

Net book value of investment property and equity interests sold -115 965 -1 123 -117 088

Income/loss on sale of investment property and equity interests 15 794 -1 123 14 671

Income on the sale of assets helf for sale in the short term 2 078 2 078

Net book value of assets sold

Profit on the sale of short-term assets 2 078 – 2 078

Net dividends and provisions on non-consolidated investments -351 -351

Net cost of debt -121 698 -121 698

Change in the value of financial instruments – –

Discounting effect – -2 510 -2 510

Share in earnings of equity-method companies 455 455

PRE-TAX EARNINGS 136 130 -5 789 130 341

Corporate income tax -13 548 9 675 -3 873

NET INCOME 122 582 3 886 126 468

of which

Group share 102 134 105 147

Minority interests 20 448 21 321

in thousands of euros

December 31
2004 Impact IFRS

December 31
2004
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10.3 – Reconciliation between French GAAP 
and IFRS of the balance sheet on January 1, 2004
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Non-allocated goodwill 13 778 -1 589 12 189

Intangible assets 37 728 -30 092 7 636

Tangible assets 4 580 628 -4 578 771 1 857

Investment property 129 045 4 456 781 4 585 826

Fixed assets in progress – 129 045 129 045

Property held for sale – – –

Loans and receivables 74 602 – 74 602

Equity-method securities 1 902 1 589 3 491

Non-consolidated securities 1 633 – 1 633

Other non-current assets 10 351 – 10 351

Deferred tax assets 7 305 -209 7 096

NON-CURRENT ASSETS 4 856 972 -23 246 4 833 726

Inventory 3 837 – 3 837

Trade accounts and notes receivable 19 183 4 912 24 095

Other receivables 197 519 27 858 225 377

– Tax and sundry receivables 150 147 – 150 147

– Other debtors 47 372 27 858 75 230

Interest rate swaps – – –

Treasury shares 16 531 – 16 531

Cash and near cash 92 310 – 92 310

CURRENT ASSETS 329 380 32 770 362 150

TOTAL ASSETS 5 186 352 9 524 5 195 876

in thousands of euros

IFRS
01.01.2004

IFRS restate-
ments and

reclassification

French refer-
ence system
31.12.2003

Capital 179 040 – 179 040

Additional paid-in capital 680 124 – 680 124

Statutory reserve 12 513 – 12 513

Consolidated reserves 879 154 442 879 596

– Revaluation variances 685 404 – 685 404

– Treasury shares –

– Aassets held for sale – – –

– Recyclable reserves – – –

– Other consolidated reserves 160 965 – 160 965

– Retained earnings 32 785 442 33 227

Consolidated earnings 88 295 – 88 295

Shareholders' equity (group share) 1 839 126 442 1 839 568

Minority interests 416 677 - 1 098 415 579

SHAREHOLDERS' EQUITY 2 255 803 - 656 2 255 147

Non-current financial liabilities 2 111 130 - 9 104 2 102 026

Long-term allowances 14 162 - 1 262 12 900

Security deposits and guarantees 60 740 – 60 740

Deferred tax liabilites 110 652 27 586 138 238

NON-CURRENT LIABILITIES 2 296 684 17 220 2 313 904

Current financial liabilities 340 727 – 340 727

Trade payables 33 498 – 33 498

Payables to fixed asset suppliers 48 515 – 48 515

Other liabilities 91 468 - 1 699 89 769

Social and tax liabilities 119 114 - 5 340 113 774

Short-term allowances 543 – 543

CURRENT LIABILITIES 633 865 - 7 039 626 825

TOTAL LIABILITIES 5 186 352 9 524 5 195 876

in thousands of euros

IFRS
01.01.2004

IFRS restate-
ments and

reclassification

French refer-
ence system
31.12.2003



The Group’s goodwill mainly concerns Ségécé and its subsidiaries.

Klépierre will conduct tests on the valuation of these assets 

to ensure that the net book value does not exceed their useful

value or their market value.

Intangible assets
The start-up costs booked under French GAAP mainly concern

costs related to the capital increases of subsidiaries. These costs

are amortized over 5 years since Klépierre had chosen not to

apply, for companies other than Klépierre SA, the preferential

cost allocation method on share premiums.

10.4 – Reconciliation of balance sheet presented in French GAAP 
and IFRS on December 31, 2004

10.5 – Type of Restatements

Break down of extraordinary earnings
The Group reclassified items comprising extraordinary earnings

for the year at December 31, 2004.

Goodwill
Goodwill is no longer amortized as a counter entry to an

impairment test.

The goodwill depreciation allowance recognized at 12.31.2004

is cancelled, representing a positive effect of 1.4 million euros

on earnings for the year.
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Non-allocated goodwill 28 724 4 642 33 366

Intangible assets 38 305 -31 185 7 120

Property, plant and equipment 5 111 615 -5 051 906 59 709

Investment property – 4 939 518 4 939 518

Fixed assets in progress – 95 573 95 573

Property held for sale – – –

Equity-method securities 3 409 1 589 4 998

Non-consolidated securities 842 – 842

Other non-current assets 75 418 -46 597 28 821

Deferred tax assets 7 762 85 7 847

NON-CURRENT ASSETS 5 266 075 -88 281 5 177 794

Inventory 7 253 – 7 253

Trade accounts and notes receivable 32 527 5 698 38 225

Other receivables 302 962 39 628 342 590

– Tax receivables 53 699 – 53 699

– Other debtors 249 263 39 628 288 891

Interest rate swaps – – –

Treasury shares 8 821 – 8 821

Cash and near cash 115 367 – 115 367

CURRENT ASSETS 466 930 45 326 512 256

TOTAL ASSETS 5 733 005 -42 955 5 690 050

in thousands of euros

IFRS
12.31.2004

IFRS restate-
ments and

reclassification

French refer-
ence system
12.31.2004

Capital 184 657 – 184 657

Additional paid-in capital 743 166 – 743 166

Statutory reserve 17 904 – 17 904

Consolidated reserves 874 155 442 874 597

– Revaluation variances 680 521 – 680 521

– Treasury shares 2 130 – 2 130

– Assets held for sale – – –

– Recyclable reserves – – –

– Other consolidated reserves 124 772 – 124 772

– Retained earnings 66 732 442 67 174

Consolidated earnings 102 134 3 013 105 147

Shareholders' equity (group share) 1 922 016 3 455 1 925 471

Minority interests 402 335 -226 402 109

SHAREHOLDERS' EQUITY 2 324 351 3 229 2 327 580

Non-current financial liabilities 2 601 717 -59 938 2 541 779

Long-term allowances 11 280 -1 278 10 002

Security deposits and guarantees 75 206 – 75 206

Deferred tax assets 93 389 20 606 113 995

NON-CURRENT LIABILITIES 2 781 592 -40 610 2 740 982

Current financial liabilities 324 050 4 519 328 569

Trade payables 48 630 – 48 630

Payables to fixed asset suppliers 4 067 – 4 067

Other liabilities 158 998 -7 263 151 735

Social and tax liabilities 89 954 -2 830 87 124

Short-term allowances 1 363 – 1 363

CURRENT LIABILITIES 627 062 -5 574 621 488

TOTAL LIABILITIES 5 733 005 -42 955 5 690 050

in thousands of euros

IFRS
12.31.2004

IFRS restate-
ments and

reclassification

French refer-
ence system
12.31.2004
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Start-up costs were cancelled in shareholders’ equity 

at 01.01.2004 for their net value, being €1.5 million.

Investment property
Klépierre decided to anticipate and apply IAS 40 to investment

property on January 1, 2004.

In the opening balance sheet of 01.01.2004, buildings are now

reclassified from property, plant and equipment into investment

property for €4 579 million.

The net impact of the component-based method is an increase

of 13.5 million euros of shareholders’ equity at January 1, 2004

(€13.4 million in group share) and an additional depreciation

allowance of 5.6 million euros in total share (€4.9 million).

Capital gains on sales in 2004 have been restated according 

to new net book values. The impact is negative by 1.1 million

euros in total share. (€1.2 million in group share).

During financial year 2004, following the relocation of Klépierre

into two buildings in its asset holdings, those buildings were

classified for an amount of 39.4 million euros as investment

property in tangible assets.

Non-current assets held for sale
Klépierre decided to apply IFRS 5 as from January 1, 2005.

The Klépierre Group reclassifies all property covered by 

a contract to sell (mandat de vente) in accordance with IFRS 5.

Four buildings were reclassified in the opening balance sheet 

at January 1, 2005 for 36.6 million euros:

• 43 avenue Kléber (Paris);

• Tour Marcel Brot (Nancy);

• Tropical (Villepinte);

• Timbaud (Montigny-le-Bretonneux).

Inventories
Klépierre inventories represent the cost incurred on projects

under development or under study on the balance sheet date

and commercial premises held for sale.

No impact for the Group.

Lease
Klépierre reviewed all its leases to calculate with retroactive

effect, the effects of spreading over the firm duration of 

the lease, rent adjustment clauses such as rent-free periods 

and stepped rents.

Construction leases and surface area fees are reclassified 

as fixed assets with prepaid expenses and the depreciation

expense is spread over the residual term of the agreement

The impact on shareholders’ equity on January 1, 2004 is 

positive by €4.4 M net of tax in total share (€4.1 million net 

of tax in group share).

Construction leases and surface area fees, considered as

operating leases, are reclassified as fixed assets with prepaid

expenses for a value of 41.7 million euros in the balance sheet

on 01.01.2004.

Cost of borrowings
Klépierre did not retain the reference treatment concerning 

the posting of financial costs linked to construction operations

as an expense. It preferred to consider that these costs are cost

price items; as a result, the financial costs will be capitalized

during the construction period.

No impact because the method is identical to French GAAP.

Financial instruments
Klépierre only applied IAS 32 and 39 as from January 1, 2005;

as a result, for the 2004 comparative date, French rules

continue to apply in accordance with paragraph 36–a of IFRS 1.

i) Hedging instruments (IAS 39)

Just as Klépierre decided to apply IAS 40 to the asset side of

its balance sheet, in line with the assumed historic cost method,

it seemed coherent to adopt on the liability side an approach

ultimately aimed at preventing as much as possible, value

changes, in earnings, of its hedging instruments.

Accordingly, in December 2004, Klépierre cancelled almost 

all its hedging instruments and replaced them with instruments

that qualify for the hedge relationship as defined by IAS 39.

The cash arising out of this operation, spread out in French

GAAP, was restated for the opening balance sheet on 

January 1, 2005:

• for the cash part corresponding to derivative instruments not

accepted under hedge relationship in the new reference system,

under non recyclable shareholders' equity,

• for the cash part corresponding to derivative instruments

accepted under hedge relationship according to IAS 39 

in recyclable shareholders' equity.
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At the end of the operation, the entire portfolio meets 

the definition for hedging instrument:

The restructuring of December 2004 led to a cash payment 

of 93.6 million euros which after taking into account tax effects

resulted in the recording of 80.0 million euros deducted from

the shareholders' equity of the opening balance sheet of

January 1, 2005: 65.1 million euros on non recyclable

shareholders’ equity and 14.9 million euros on recyclable

shareholders’ equity over an average period exceeding 4 years.

In addition, shareholders’ equity at the beginning of the year

on January 1, 2005 also recorded the change in market value

of IFRS-recognized hedging instruments. The impact on

shareholders’ equity was +4.2 million euros (€3.6 million net 

of taxes) for the cash flow hedge swaps and +22.4 million

euros for the fair value hedge swaps, an amount partly offset 

by the market value of the hedged item -19.9 million euros.

The balance of the swap cash payment arranged for the 

bond issue of July 2004 (posted in accrued liabilities 

in French GAAP) has been reclassified as an asset under 

the item “interest rate swap”.

ii) Financial liabilities (IAS 39)

On the balance sheet of 01.01.2004, 5.9 million euros of issue

costs and 2.1 million euros of premiums were reclassified as

“deferred expenses” to be deducted from the nominal amount of

the bond issue. Similarly, 1.2 million euros of bank loans issue

costs were deducted from the amount of the loans in question.

iii) Treasury shares (IAS 32)

Klépierre’s treasury shares initially assigned to be granted 

to employees or for controlling the share’s market price are

booked under investment securities in the IFRS-compliant

opening balance sheet on January 1, 2004 and for 2004.

As from January 1, 2005, treasury shares are deducted from

shareholders’ equity.

8.8 million euros of treasury shares posted in investment securities

were deducted from shareholders' equity on January 1, 2005.

Income tax
i) Posting of deferred tax

Adopting the SIIC status led to the elimination of all deferred

tax bases for French assets in this consolidation scope.

Klépierre adjusted the deferred tax bases of its foreign

companies downwards to become compliant with IAS 12. 

For some assets located in Italy and in Portugal, this resulted 

in the posting of supplementary deferred taxes.

There was a negative impact of 23.2 million euros on the

opening shareholders’ equity (€21.6 million group share) 

on January 1, 2004.

The 2004 financial statements recorded a release of a deferred

tax liability of 8.5 million euros (€7.2 million group share)

corresponding to the benefit of a tax provision in Italy

applicable in 2004. This provision enabled the tax-free merger

of Italian entities which led to the increase in the tax values 

of assets and a drop of the corresponding deferred taxes.

ii) Discounting the exit tax liability

The method applied is described in IAS 32, but the conceptual

framework was only applied on January 1, 2004.

Discounting the exit tax liability generates a gain of 

+5.3 million euros on Shareholders’ equity on January 1, 2004, 

with the exit tax liability falling from 89.8 million euros to 

84.4 million euros. The expense for 2004 totals 2.5 million euros.

Employee benefits
All employee benefits in the European countries where Klépierre

does business have been revised.

Applying IAS 19 has essentially consequences on the posting 

of post-employment benefits in France:

The impact on shareholders’ equity is positive by 1.2 million

euros gross of tax in total share (€1 million in group share) 

and is primarily due to:

• End of career indemnities paid in France

On January 1, 2004, as a result of the qualification given 

by the French national accounting board (Conseil National 

de la Comptabilité) to the consequences of France’s new pension

law enacted in 2004 concerning end-of-career indemnities

shareholders’ equity was adjusted to reflect the provisions set

aside in 2003 and cost of services was posted under earnings
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Fixed-rate payer swaps

Klépierre 22 Dec. 2008 100 cash flow hedge

Klépierre 22 Dec. 2009 300 cash flow hedge

Klépierre 22 Dec. 2010 200 cash flow hedge

Klépierre 22 Dec. 2011 500 cash flow hedge

Klécar Italia 31 Dec. 2010 90 cash flow hedge

Variable-rate payer swaps

BNP Paribas 15 jul. 2011 600 fair flow hedge

Due date Hedge relation
Amount in

millions of euros
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over the residual period of acquisition of entitlements.

There was a positive impact of 0.7 million euros (gross of tax) 

on shareholders’ equity at the beginning of the period.

• Commitments of mutual insurance companies

Personal protection plans are offered to employees, retirees 

and pre-retirees working or having worked in one 

of the subsidiaries of the BNP Paribas group and who are 

or were members of the GMC and to their family members.

Benefits are paid in addition to those of the general social

security plan.

There was a positive impact of 0.2 million euros (gross of tax) 

on shareholders’ equity at the beginning of the period.

• Supplementary retirement and corporate pre-retirement

Klépierre group’s current complementary retirement plans

include the following:

– Pension supplement: This is an additional supplementary

retirement plan for employees formerly employed by the bank

and appointed senior executives prior to January 1, 2001. 

It is a guaranteed replacement rate cloth cap retirement 

scheme dependent on the beneficiary’s birth year.

– Supplementary pension scheme for 60-65 year-olds: 

This is a supplementary pension scheme for employees who

have wound up their retirement or opted for early retirement

between 60 and 65 years. This supplement is paid until 

65 years. An equivalent system also exists for management

executives retiring between 60 and 65 years who opted 

for pre-retirement before January 1, 2001. In such cases, 

the schemes are fixed-benefit schemes.

The 401 early retirement plan and similar plans grant a

replacement allowance paid to the employee who stops working 

before 56 years.

There was a positive impact of 0.4 million euros (gross of tax) 

on shareholders’ equity at the beginning of the period.

Equity-settled transactions:
Pursuant to its stock options program, Klépierre was unable 

to restate its accounts, since only a single plan was granted 

in June 1999.

No impact for the Group.
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Financial year ended December 31, 2005

To the Shareholders,

Following our appointment as Statutory Auditors 

by your Annual General Meeting, we have audited 

the accompanying consolidated financial statements

of Klépierre for the year ended December 31, 2005.

The consolidated financial statements have been

approved by the Executive Board. Our role is to

express an opinion on these financial statements

based on our audit. These financial statements have

been prepared for the first time in accordance with IFRSs 

as adopted by the EU. They include comparative information

restated in accordance with the same standards in respect of

financial year 2004 except for IAS 32 and IAS 39 which have

been applied as from January 1, 2005.

1 – Opinion on the consolidated 
financial statements
We conducted our audit in accordance with professional

standards applicable in France. Those standards require that 

we plan and perform the audit to obtain reasonable assurance

about whether the consolidated financial statements are free 

of material misstatement. An audit includes examining, on a test

basis, evidence supporting the amounts and disclosures 

in the financial statements. An audit also includes assessing 

the accounting principles used and significant estimates made

by the management, as well as evaluating the overall financial

statements presentation. We believe that our audit provides 

a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true

and fair view of the assets and liabilities and of the financial

position of the Group as at December 31, 2005 and of the

results of its operations for the year then ended in accordance

with IFRSs as adopted by the EU.

2 – Justification of our assessments
In accordance with the requirements of Article L. 823-9 

of French Commercial Law (Code de commerce) relating to 

the justification of our assessments, we bring to your attention

the following matters:

• as stated in Note 2 to the financial statements, the Group 

has decided to use certain exemptions granted by IFRS 1 

to the retrospective application of other IFRS standards. We

have ensured that the information provided was appropriate;

• as stated in Note 2 to the financial statements, the Group

used certain estimates concerning the follow-up of goodwill's

valuation. Our work consisted in assessing both the data and

the assumptions on which these estimates are based, reviewing

the calculations made by the Company, examining the approval

procedures for these estimates by management and, lastly,

verifying that the notes to the financial statements give

appropriate information on the assumptions used by the Group;

• as stated in Notes 2.5 and 9.1 to the financial statements,

valuation procedures were carried out by independent real

Report of the Statutory 
Auditors“”on the consolidated financial statements
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estate appraisers with respect to real estate assets. We ensured

that sufficient depreciation was set aside based on the external

appraisals. Moreover, we ensured that the fair value of

properties as stated in Note 9.1 to the financial statements 

was based on the basis of those external appraisals;

• as stated in Note 2.16 to the financial statements, the Group

accounts for its derivative instruments in accordance with

hedge accounting as stated by IAS 39. We ensured that formal

designation and documentation criteria were fulfilled.

These assessments were made in the context of our audit 

of the consolidated financial statements taken as a whole, 

and therefore contributed to the opinion we formed which 

is expressed in the first part of this report.

3 – Specific verification
In accordance with professional standards applicable in France,

we have also verified the information given in the group’s

management report. We have no matters to report as to its fair

presentation and its consistency with the consolidated financial

statements.

Paris and Paris-La-Défense, February 20, 2006

The Statutory Auditors

French original signed by

Mazars & Guérard, Mazars: Odile Coulaud

Ernst & Young Audit: Luc Valverde

Free translation of the French original.
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First resolution
The purpose of this resolution is to approve the 2005 

financial statements.

The Shareholders, having fulfilled the quorum and

majority requirements pertaining to ordinary meetings

of shareholders, and having read the Executive Board

report, the Supervisory Board report, and the report

of the auditors on the annual financial statements for

the year ended December 31, 2005, hereby approve

said financial statements as presented in the afore-

mentioned documents, showing a profit for the period

of 171 752 138.53 euros.

The shareholders also approve the transactions reflected in the

financial statements or summarized in the aforementioned reports.

Second resolution
The purpose of this resolution is to approve the 2005 consolidated

financial statements.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

and having read the Executive Board report, the Supervisory

Board report, and the report of the auditors on the consolidated

financial statements for the year ended December 31, 2005,

hereby approve said consolidated financial statements 

as presented in the aforementioned documents, showing 

a profit for the period of 145 902 000 euros.

The Shareholders also approve the transactions reflected in the

financial statements or summarized in the aforementioned reports.

Third resolution
The purpose of this resolution is to approve the transactions and agree-

ments referred to in Article L. 225-86 of the French Commercial Code.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

and having duly noted the terms of the auditors’ special report

on the agreements referred to in Article L. 225-86 of the French

Commercial Code, hereby approve each of the agreements

presented in the aforementioned document in accordance 

with Article L. 225-88 of the Code.

Fourth resolution
The purpose of this resolution is to determine the appropriation 

of 2005 earnings and a net dividend per share of 2.70 euros.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

resolve to appropriate the year’s earnings of 171 752 138.53 euros

as follows:

• Earnings for the period 171 752 138.53 euros

• Retained earnings 203 304 721.23 euros

• From which is derived distributable 

earnings of 375 056 859.76 euros

• A shareholder dividend of 124 643 418.30 euros

(i.e. a 2.70 euros dividend per share)

• Total retained earnings 250 413 441.46 euros

The Shareholders resolve that, pursuant to Article L. 225-210 

of the French Commercial Code, the dividend distributable 

Draft 
resolutions“ ”Ordinary resolutions
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in respect of treasury shares owned on the date of payment, 

and any amounts that the shareholders have agreed to waive,

shall be appropriated to retained earnings.

The dividend shall be paid on April 13, 2006.

As a reminder, the following dividends were paid out in euros 

in respect of the three prior fiscal periods (the two-for-one

stock split and the free allotment of one share for two old

shares occurred in April 2003):

• In respect of 2002: 3.50 euros plus a 50% tax credit 

of 1.75 euro, a total of 5.25 euros.

• In respect of 2003: 2 euros, o/w 1.40 euro with a 0.70 euro

tax credit, and 0.60 euros without, due to SIIC tax status.

• In respect of 2004: 2.30 euros.

Fifth and sixth resolutions
The purpose of these resolutions is to re-elect two members 

of the Supervisory Board for a three-year term.

Fifth resolution
The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

and duly noting that the term of office of Mr. Bertrand JACQUILLAT

expires today, hereby re-elect Mr. JACQUILLAT to the Supervisory

Board for a term of three years expiring at the close of the

shareholders’ meeting called in 2009 to approve the financial

statements for the year ending December 31, 2008.

Mr. JACQUILLAT has signaled his acceptance of the re-election,

and has indicated that he is not barred, by a court of law 

or because of other positions or offices held, from serving 

on the Board.

Sixth resolution
The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders, and

duly noting that the term of office of Mr. Bertrand LETAMENDIA

expires today, hereby re-elect Mr. LETAMENDIA to the Supervisory

Board for a term of three years expiring at the close of the

shareholders’ meeting called in 2009 to approve the financial

statements for the year ending December 31, 2008.

Mr. LETAMENDIA has signaled his acceptance of the re-election,

and has indicated that he is not barred, by a court of law 

or because of other positions or offices held, from serving 

on the Board.

Seventh resolution
The purpose of this resolution is to appoint a new member 

to the Supervisory Board for a three-year term.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

and having duly noted the non-renewal of the term of office 

of Mr. Christian MANSET, appoint Mr. Philippe THEL as his

replacement on the Supervisory Board, for a term of three

years expiring at the close of the annual shareholders’ meeting

called in 2009 to approve the financial statements for the year

ending December 31, 2008. For information, Mr. MANSET 

does not wish to seek re-election.

Mr. THEL has signaled his acceptance of the appointment, 

and has indicated that he is not barred, by a court of law 

or because of other positions or offices held, from serving 

on the Board.

Eighth resolution
The purpose of this resolution is to determine the amount of 

compensation to which members of the Supervisory Board are 

entitled in exchange for their services.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

hereby determine that the global amount of fees payable to

members of the Supervisory Board for a given year of service 

is 210 000 euros.

This global amount shall remain in force until such time 

as the shareholders decide otherwise.

Ninth resolution
The purpose of this resolution is to authorize the Executive Board 

to trade in the Company’s shares.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to ordinary meetings of shareholders,

and having reviewed the Executive Board report, hereby authorize

the Executive Board to purchase shares of the Company

pursuant to Article L. 225-209 of the French Commercial Code,

limited to 10% of the total number of shares comprising 

the equity capital of the Company on the date of this general

meeting, or 5% of the total number of shares comprising 

the equity capital of the Company on the date of this general

meeting if these shares are acquired by the Company for 

the purpose of holding them for subsequent tender or

exchange in a corporate merger, spin-off or business transfer.

The purpose of this authorization is to empower the Company

to trade in its own shares for all allocations thereof that are
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allowed under current legislation, the aim of this share buyback

program being to:

• implement any Company stock option plan pursuant to Articles

L. 225-177 and following of the French Commercial Code; 

or

• implement any Company-sponsored employee savings plan 

as provided by law, in particular, Articles L. 443-1 and following 

of the French Labor Code; 

or

• freely allot shares to directors and officers and/or employees

of the Company or its group pursuant to Articles L. 225-197-1

and following of the French Commercial Code;

or

• cancel all or some of these repurchased shares, pending

adoption by the shareholders of the tenth extraordinary

resolution below, under the terms that are indicated; 

or

• hold them for the purpose of subsequently remitting them as

tender in an external growth transaction, in compliance with the

market practices accepted by the Autorité des Marchés Financiers; 

or

• remit shares in connection with rights attached to securities

with a claim to the equity capital of the Company immediately

or at maturity;

or

• purchase, sell, convert, assign, transfer, lend or temporarily

transfer shares in connection with a liquidity agreement 

that complies with the AFEI professional conduct guidelines 

and that is concluded with an investment services provider, 

in accordance with market practices accepted by the Autorité

des Marchés Financiers, in particular to stimulate the market 

for shares or to effect transactions to counter adverse market

trends.

The acquisition, sale or transfer of these shares of stock may 

be completed at any time (including during the period of public

offering), subject to all relevant legal conditions and limits 

in force on the date of such transaction, particularly those

pertaining to volume and price, and by all appropriate means,

either through public stock market transactions or private

contracts, including acquisition or sale of stock in blocks, 

or through the use of derivative financial instruments traded 

on a regulated or over-the-counter market or the allotment 

of free shares following the issuance of securities with a claim

to the treasury shares held by the Company at maturity through

conversion, exchange or redemption, upon presentation 

of a warrant, or by any other means allowed by law.

The acquisitions made by the Company by virtue of this

authorization may not in any case result in the direct or indirect

ownership by the Company of more than 10% of the total

number of shares that comprise the equity capital of 

the Company on the date of this meeting of the shareholders,

or more than 5% of the total number of shares that comprise

the equity capital of the Company on the date of this meeting

if these shares are being acquired for the purpose of holding

them for subsequent use as tender or payment in connection 

with a corporate merger, spin-off or business transfer.

The shareholders hereby resolve to set the par value at 4 euros,

the maximum purchase price per share at 150 euros and 

the total number of shares that may be acquired to ten percent

of the Company’s equity capital (4 616 422 shares for 

a maximum amount of 692 463 300 euros).

Notwithstanding the foregoing, the Executive Board may 

adjust the aforementioned price in the event of any transaction

that affects shareholders’ equity, including but not limited to

the capitalization of reserves or earnings that results in either

an increase in the par value of shares or the issuance and a free

allotment of shares, as well as in the event of either a stock

split or a bundling of shares, and more generally in the event 

of a transaction involving shareholders’ equity, to take into

account the impact of such transactions on the value of shares,

the aforementioned prices being adjusted in such cases 

by a factor equal to the number of shares that make up 

the Company’s equity capital before the transaction divided 

by the number of shares after the transaction.

This authorization is valid for a maximum period of eighteen

months. Effective today, it renders null and void the unused

portion of the authorization granted by the shareholders under

the ninth resolution, ratified at the April 7, 2005 annual

meeting. The Executive Board is granted all necessary powers 

to implement this authorization and the option of delegating

such powers within the limits of applicable law.

In particular, the Board is authorized to submit trading orders,

enter into agreements, draw up and amend documents, 

in particular information memoranda, carry out all formalities,

including those related to allocating or reallocating shares

acquired for various purposes, and all filings with the Autorité

des Marchés Financiers and other organizations, and in general 

to do whatever is necessary to give effect to this authorization.



Tenth resolution
The purpose of this resolution is to authorize the Executive Board 

to reduce share capital by canceling shares.

The shareholders, having fulfilled the quorum and majority

requirements pertaining to extraordinary meetings of

shareholders, and having reviewed the Executive Board report

and the report of the auditors, authorize the Executive Board,

with the power to delegate its authority pursuant to applicable

law, for a period of twenty-four months to:

• cancel, in one or more transactions, in connection with share

buyback programs authorized by the Company’s shareholders

assembled in an ordinary meeting, and in particular in connection

with a share buyback program authorized by this meeting by

virtue of the authorization granted by the shareholders in the

ninth ordinary resolution hereinabove, up to a maximum of ten

percent of the equity capital per 24-month period (it being

understood that the equity capital used to determine this

percentage may be adjusted to reflect the impact of operations

on equity capital subsequent to this meeting of the shareholders)

and reduce equity capital accordingly by charging the difference

between the purchase value of the cancelled securities and their

par value to additional paid-in capital and reserves;

• amend the bylaws accordingly and accomplish all required 

formalities.

This authorization renders null and void as of the date 

of this meeting any non-utilized portions of prior authorizations

granted to the Executive Board to reduce share capital 

by canceling treasury shares.

Eleventh and twelfth resolutions
These resolutions pertain to a global restructuring program that 

is internal to the Klépierre Group. They concern the merger of eleven

companies with and into Klépierre, with the latter as the surviving

entity. All of the companies being merged own office property, 

and all are fully owned subsidiaries of Klépierre.

Eleventh resolution
The shareholders, having fulfilled the quorum and majority

requirements pertaining to extraordinary meetings of shareholders,

and having reviewed:

• reports submitted by the Executive Board and the independent

merger auditors appointed by order of the President of the

Paris Trade Court,

• the draft merger agreement, which covers a single merger

transaction drawn up in Paris in a private agreement dated

February 24, 2006 (including appendices) between the Company

and the following companies:

• SAS 192 avenue Charles de Gaulle,

a simplified joint stock company (société par actions simplifiée)

with capital stock of 30 566 028 euros, whose registered 

principal office is located in Paris (75116), 5 avenue Kléber, 

registered with the Paris Trade and Company Register under

number 392.654.505,

• SAS Espace Dumont d’Urville,

a simplified joint stock company with capital stock of 

1 137 664 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 419.057.922,

• SAS 21 La Pérouse

a simplified joint stock company with capital stock of 

3 010 869 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 389.519.158,

• SAS 21 Kléber,

a simplified joint stock company with capital stock of 

304 899 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 582.017.273,

• SAS Kléber Levallois,

a simplified joint stock company with capital stock of

8 408 646 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 400.098.356,

• SAS 43 Grenelle,

a simplified joint stock company with capital stock of 

17 722 199 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 393.438.742,

• SAS Concorde Puteaux,

a simplified joint stock company with capital stock of 

8 291 550 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 400.098.364,

• SAS 46 Rue Notre Dame des Victoires,

a simplified joint stock company with capital stock of

25 992 558 euros, whose registered principal office is located
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in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 392.655.395,

• SAS Espace Kléber,

a simplified joint stock company with capital stock of 

2 716 080 euros, whose registered principal office is located 

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 419.057.823,

• SAS Issy Desmoulins,

a simplified joint stock company with capital stock of 

2 019 950 euros, whose registered principal office is located 

in Paris (75116), 21 avenue Kléber, registered with the Paris

Trade and Company Register under number 398.968.677,

• SAS 23 Avenue de Marignan,

a simplified joint stock company with registered capital stock 

of 21 190 414 euros, whose registered principal office is located

in Paris (75116), 5 avenue Kléber, registered with the Paris

Trade and Company Register under number 392.663.670.

Under the terms of said agreement, the following companies 

–SAS 192 avenue Charles de Gaulle, SAS Espace Dumont

d’Urville, SAS 21 La Pérouse, SAS 21 Kléber, SAS Kléber

Levallois, SAS 43 Grenelle, SAS Concorde Puteaux, SAS 

46 rue Notre Dame des Victoires, SAS Espace Kléber, SAS Issy

Desmoulins, SAS 23 Avenue de Marignan (referred to herein 

as the Merged Companies) – transmit all of their assets 

and liabilities to the Company, and

• note that the Company has owned all of the equity of the

Merged Companies since the date on which the merger project

was filed with the Court Clerk. Consequently, there is no

issuance of new equity on the part of the Company and no

exchange of the shares comprising the total capital stock of

each of the Merged Companies against shares of the Company,

pursuant to Article L. 236-3 II of the French Commercial Code);

• approve the draft merger agreement and accept the merger 

of each of the Merged Companies with and into the Company,

with the latter as the surviving entity, and the universal

transmission of the assets and liabilities of each of the Merged

Companies to the Company;

• note that the only condition upon which the aforementioned

mergers was contingent, which is mentioned in the draft merger

agreement, will be definitively fulfilled upon ratification of this 

resolution.

Twelfth resolution
The Shareholders, having fulfilled the quorum and majority

requirements pertaining to extraordinary meetings, duly note

that following ratification of the preceding resolution, 

the merger of each of the Merged Companies with and 

into Klépierre, with the latter as the sole surviving entity, 

is henceforth definitive, the transaction being completed

immediately. As a result, each of the Merged Companies is

hereby definitively wound up, without any further liquidation

formalities being required.

Thirteenth resolution
The purpose of this resolution is to authorize the Executive Board 

to grant stock options for the purpose of attracting and retaining

employees needed to ensure the Company’s development.

The Shareholders, having fulfilled the quorum and majority

requirements pertaining to extraordinary meetings of

shareholders, having read the Executive Board report and 

the special report 

of the auditors, drawn up in accordance with the laws in force:

• hereby authorize the Executive Board, as provided for under

Articles L. 225-179 and following of the French Commercial

Code, to grant options to purchase shares of stock in the

Company to all employees, directors and officers of the

Company, or to some employees, directors and officers of 

the Company at the Board’s option in one or several times, as

well as to all or some employees, directors and officers of any 

of the Company’s affiliates related to the Company as described

by Article L.225-180 of the French Commercial Code;

• duly note that the shares of ordinary stock that may be

obtained via the exercise of stock options granted by virtue 

of this resolution are those that shall be acquired by 

the Company pursuant to Article L. 225-208 of the French

Commercial Code or Article L. 225-209 of the same Code.

The total number of options that may be granted by virtue 

of this resolution may not secure access to a number of shares

that exceeds 1.1% of the Company’s equity capital as 

at the end of this Meeting of the Shareholders.

The Executive Board shall determine the purchase price of such

shares within the limits and in accordance with the provisions

set forth by law and pertaining to shares held by the Company

by virtue of Articles L. 225-208 and L. 225-209 of the French

Commercial Code, it being specified that this price shall 

be determined on the day that the options are granted by the

Executive Board and to the exclusion of any price reduction 

and may not, as a result, be less than the average of the listed

prices for company stock on the Paris Bourse during the twenty

trading days preceding the day on which the options have been

granted.
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Throughout the period during which options may be exercised,

the price may not be modified unless the Company has just

completed one or more of the financial transactions or equity

transactions allowable by law. Should this occur, the Executive

Board shall act in accordance with the law to take all measures

that may be required to protect the interests of the beneficiaries

of the options granted, to take into account the impact 

of the financial or equity transaction that has been completed

and may decide in such case to temporarily suspend the right

to exercise stock options in the event of completion of a

financial transaction that results in an adjustment pursuant 

to the provisions of Article L. 225-181, item 2 of the French

Commercial Code or any other financial transaction for which

the Board deems such suspension useful;

• authorizes the Executive Board to set the option grant terms

and conditions, it being understood that these terms 

and conditions may include clauses prohibiting the immediate

resale of some or all of the shares, for some or all beneficiaries

of such grants, without it being the case that the holding

period can exceed three years as of the option exercise date.

Stock options must be exercised before the expiration 

of a maximum period of ten years as of the grant date 

for such options;

• hereby grant the Executive Board full authority to give effect

to this resolution, with the power to delegate its authority

pursuant to applicable law, within the limits set forth above 

as well as those set forth by law or the bylaws of the Company.

In particular, the Board may determine all procedures related 

to the options, set the grant dates, set the prices as well as

applicable terms and conditions, decide on the list of eligible

beneficiaries, set the period(s) of exercise related to such

options within the aforementioned limit of ten years maximum,

decide on the conditions under which the price and number 

of shares granted for purchase shall be adjusted in accordance

with the applicable regulations and generally do whatever 

is necessary;

Stock option grants made to members of the Company

Executive Board shall be submitted to the prior approval 

of the Supervisory Board.

In accordance with the laws in force, the Executive Board will

annually disclose to the shareholders, assembled in a general

meeting, the number of transactions conducted by virtue 

of this authorization.

This delegation is granted for a period of 38 months 

as of the date of this Meeting.

Fourteenth resolution
The Shareholders hereby grant full authority to the bearer 

of an original, a copy or an excerpt of these minutes for 

the purpose of complying with all formal publication 

and filing requirements required by law.

151

D
R

A
FT

 R
E
S

O
LU

T
IO

N
S



152 K
lé

pi
er

re
F

in
an

ci
al

 r
ep

or
t

20
05

with empowerment 
to the Supervisory Board

Extraordinary general meeting 
of Shareholders of April 7, 2006 
(Tenth resolution)

To the Shareholders of Klépierre,

In our capacity as Statutory Auditors of your 

company and in compliance with the Article 

L. 225-209, paragraph 7 of French Company 

Law (Code de commerce) in respect of the cancellation 

of a company’s own shares previously repurchased, 

we hereby report on our assessment of the terms and

conditions of the proposed reduction in capital.

We conducted our work in accordance with French 

professional standards. These standards require that 

we perform the necessary procedures to examine whether 

the terms and conditions for the proposed reduction 

in capital are fair.

This operation involves the repurchase by your Company 

of its own shares, representing an amount not in excess of 10%

of its total capital, in accordance with Article L. 225-209,

paragraphs 4 and 7 of French Company Law (Code de

commerce). Moreover, this purchase authorization is proposed

to your shareholders' meeting for approval under the ninth

resolution and would be given for a period of eighteen months.

Your Supervisory Board requests that it be empowered for a

period of twenty-four months to proceed with the cancellation

of own shares the Company was authorised to repurchase,

representing an amount not exceeding 10% of its total capital

for a period of twenty-four months.

We have nothing to report on the terms and conditions 

of the proposed reduction in capital, which can be performed

only after your shareholders' meeting has already approved 

the repurchase by your Company of its own shares.

Paris and Paris-La-Défense, February 24, 2006

The Statutory Auditors

French original signed by

Mazars & Guérard, Mazars: Odile Coulaud

Ernst & Young Audit: Luc Valverde

Free translation of the French original.

Report of the Statutory Auditors 
on the reduction in capital“ ”by the repurchase of shares to be cancelled (L. 225-209, paragraph 7)
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Ordinary and Extraordinary
Shareholders' General Meeting 
of April 7, 2006
(13th resolution)

To the Shareholders of Klépierre,

In our capacity as Statutory Auditors of your

Company and in compliance with Article L. 225-177 

of French Company Law (Code de commerce) 

and Article 174-19 of the Act of March 23, 1967, 

we hereby report on the stock option purchase plan

reserved for Employees and Corporate Officers of the Company

and companies that are related within the meaning of Article L.

225-180 of the French Company Law (Code du commerce).

The report on the reasons for the stock option plan and 

on the proposed methods used for determining the purchase

price is the responsibility of the Company's management. 

Our responsibility is to express an opinion on the proposed

methods for determining the purchase price.

We conducted our work in accordance with French professional

standards. These standards require that we perform the 

necessary procedures to verify that the methods proposed for

determining the purchase price are included in the Directors'

Report, are in accordance with legal requirements, are of 

information to the Shareholders and do not appear manifestly

inappropriate.

We have nothing to report on the methods proposed.

Paris and Paris-La Défense, February 24, 2006

The Statutory Auditors

French original signed by

Mazars & Guérard, Mazars: Odile Coulaud

Ernst & Young Audit: Luc Valverde

Free translation of the French original.

Report of 
the Statutory Auditors“ ”on the purchase plan reserved for employees and corporate officers
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Breakdown of consolidated 
reported rents by country

Breakdown of consolidated 
reported rents by assets
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Market capitalisation as of December 31, 2005 (€M) 3 661 5 119 3 087 6 302 1 021 574

Value of consolidated portfolio (excl, duties, €M) 7 212 8 339 4 111 8 682 1 618 647

EPRA free float band 50% 100% 100% 75% 100% 40%

Rodamco
Europe (2)Corio (2)Unibail (1)Klépierre (1)

Eurocommercial
(1) IGD (1)

France 262 473 74 87 36 –

Spain 56 – 19 76 – –

Italy 57 – 30 – 39 51

Netherlands – – 185 196 8 –

Other 69 – 1 185 15 –

Total consolidated rents 444 473 308 544 97 51

Other income 59 89 – – 0 2

Total consolidated turnover 503 562 308 544 97 53

in € millions

Rodamco
Europe (4)Corio (4)Unibail (3)Klépierre (3)

Eurocommercial
(5) IGD (3)

Shopping centers and retail 391 219 220 464 84 51

Offices 53 146 69 61 8 –

Other – 108 19 19 4 –

Total consolidated rents 444 473 308 544 97 51

Other income 59 89 – – 0 2

Total consolidated turnover 503 562 308 544 97 53
(1) Value of portfolio as of December 31, 2005. – (2) Value of porfolio as of September 30, 2005. in € millions
(3) 2005 figures. – (4) 2004 figures. – (5)2005 figures (year-end June 30).
Source: Goldman Sachs – February 2006.

Rodamco
Europe (4)Corio (4)Unibail (3)Klépierre (3)

Eurocommercial
(5) IGD (3)

Klépierre’s 
principal competitors“ ”
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Service

Property and rental management Multimedia

Spain

France

Poland
PCM Poland100

Organization chart“ ”

156

Fi
n
an

ci
al

 r
ep

o
rt

O
th

er
 i
n
fo

rm
at

io
n

Real estate Development

Galae 49

Special purpose
real-estate companies

Special purpose
real-estate companies

Special purpose
real-estate companies

Special purpose
real-estate companies

Klécar Italia

SAS CB Pierre 100 SAS Klégestion 100

Arcol Slovakia 100

Delcis Czech Republic 100

Foncière
Louvain-la-Neuve 100

Klépierre Portugal 100

Klépierre Participations
et Financements 100

Italy

France

Belgium

Hungary

Others

Portugal

Greece

50

Effe Kappa 50

SA Devimo Consult35

Ségécé Hellas100

FMC Czech Republic100*

S
h

o
p

p
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g
 c

e
n
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rs

O
ff
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es

%

Key
Klépierre SA’s
direct ownership
percentage.

Direct ownership
percentage of one
group subsidiary
by another 
subsidiary.

* From January 5, 2006.

100

Special purpose
real-estate companies

100

Sociétés foncières
ad hoc 100

Business Support Services

100

Klécar España100 Klécar Iberica100

Sogecaec100

PCM Hungary100

PSG100*

SA Centros
Shopping Gestion100

Klépierre Services 34
33

33

Klécar
Participations Italie 83

SNC Klécar France 83

SAS Klécar
Europe Sud 83

SNC Kléber 
La Pérouse 100 SA Ségécé 75

IGC 50
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Klépierre Financing Financing Financing Financing Financing Financing Financing Financing Financing Financing Financing Financing Financing

GIE SF HRM CAM HRM CAM CAM CAM CAM CAM HRM CAM
Klépierre CAM AM FM AM FM FM FM FM FM AM FM
Services FM SF AM SF SF AM

AM SF

Ségécé DVPT GL Financing Financing LPM Financing CAA CAA Financing Financing CAA Financing Financing Financing CAA Financing LPM
CAA CAA LOP CAA LOP LOP LOP LOP LOP LOP DVPT
LPM CAA

Klécar France Property Property
and its
subsidiaries

Galae MM MM WSD
MM

CSG LPM LPM
CAA CAA

- Klécar Property Property
Europe 
Sud
- Klécar 
Iberica
- Klécar 
España

Effe CAM
Kappa* FM

AM

PSG LPM LPM LPM
CAA CAA CAA

Klécar Property Property
Italia – IGC

Ségécé LPM
Hellas

Klécar Property
Europe Sud

Sogecaec LPM LPM LPM
CAA CAA CAA

Klépierre Property
Portugal

FMC LPM LPM

PCM LPM LPM
Hungary CAA CAA

PCM LPM
Poland CAA

Klépierre Property
Part. & Fints

Arcol Property

Devimo CAA LPM
CAA

Coimbra Property

Klégestion LPM LPM PM
CAA CAA

CB Pierre Property

<
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ce

>
<
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>
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<
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>
<
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AM = Accounting Management
CAA = Consultancy and 

Assistance on Acquisitions
CAM = Company Administrative Management
DVPT = Development

FM = Financial Management
HRM = Human Resources Management
LM = Lease Management
LOP = Leasing of Personnel
LPM = Lease and Property Management

MM = Multimedia
PM = Property Management
SF = Support Functions
WSD = Web Site Design
* Effe Kappa is jointly owned by Klépierre and Finim.
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The corresponding consolidated financial statements and reports of the Statutory Auditors for fiscal year 2003 and 2004 are

presented on pages 88 to 125 of the 2003 shelf registration document that was filed with the Autorité des Marchés Financiers

(AMF) under the number D.04-0225 on March 9, 2004 and pages 84 to 122 and 2 to 16 of the IFRS book of the 2004 shelf

registration document filed with the AMF under the number D.05-0328 on April 1, 2005 respectively. The examination of the

financial position and result is included in the 2003 and 2004 management reports presented on pages 65 to 85 of the 2003

shelf registration document and pages 60 to 83 of the 2004 shelf registration document respectively.

Information from a third party, and in particular information obtained from appraisers, have been faithfully reproduced. 

To the best of Klépierre’s knowledge and inasmuch as it can certify this in the light of the information published by this third party, 

no fact has been omitted that could make the information reproduced inaccurate or misleading.

After having made all reasonable efforts to ensure

that this is the case, I certify that the information

contained in this reference document is, to the best

of my knowledge, accurate and that no material facts

have been omitted.

I have been given a letter by the Statutory Auditors

stating that they have checked the information 

relating to the financial position and the financial

statements provided in this prospectus and read 

the prospectus in full.

Michel Clair, 

Chairman of the Executive Board

March 7, 2006

Statement of the person responsible 
for shelf registration document“ ”for fiscal 2005
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Persons responsible for audits

Statutory Auditors
ERNST & YOUNG Audit
Statutory Auditors,

Member of the Compagnie Régionale de Versailles

Tour Ernst & Young

F-92037 Paris La Défense Cedex

Luc Valverde

1st appointed: GM of November 4, 1968.

End of term: fiscal year 2009.

MAZARS & GUÉRARD
Statutory Auditors,

Member of the Compagnie Régionale de Paris

Le Vinci – 4, allée de l’Arche

F-92075 Paris La Défense Cedex

Odile Coulaud

1st appointed: GM of November 4, 1968.

End of term: fiscal year 2009.

Alternate Statutory Auditors
Christian Mouillon

Tour Ernst & Young

F-92037 Paris La Défense Cedex

End of term: fiscal year 2009.

Patrick de Cambourg

Le Vinci – 4, allée de l’Arche

F-92075 Paris La Défense Cedex

End of term: fiscal year 2009.

Responsible for financial disclosures

Jean-Michel GAULT
Member of the Executive Board – Chief Financial Officer

Tel.: +33 (0)1 40 67 35 05

Persons responsible 
for audits“”and financial disclosures
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1. Persons responsible 158 and 159

2. Statutory Auditors 159

3. Selection of financial data 36 and 37

4. Risk factors 29 à 33

5. Information about the issuer

a. History and development of the Company 46 and 47

b. Investments 35 – 48 and 49 – 50 to 59 – 7 to 11 – 12 – 29

6. Business overview 

a. Main businesses 40 to 49 – 62 to 64 – 3 to 7 – 12 and 13

b. Principal markets 65 – 3 and 4 – 11 and 12 – 29 and 30

7. Organization chart 156

8. Real estate property, plants and facilities 29 and 30 – 50 à 59 – 66 and 67 – 32 – 59 to 64 – 104 to 106

9. Assessment of the financial position

a. Financial position 14 – 71 – 25 à 27 – 28 and 29 – 31

b. Operating profit 70 and 71 – 7 – 13 – 14 and 15

10. Cash and capital 14 – 71 – 25 and 26 – 28 and 29 – 80 and 81 – 110

11. Research and development, patents and licences –

12. Trends 45 – 3 and 4 – 29

13. Profit forecasts or estimates 3 – 13 – 6 – 29

14. Administrative, Management and Supervisory bodies, Management 2 – 4 – 6 and 7 – 33 to 36 – 43 to 46

15. Remunerations and benefits 42

16. Functioning of administrative and management bodies 4 – 6 and 7 – 33 – 44 to 46

17. Employees 25 – 37 – 27 and 28 – 46 – 55 to 59 – 69 to 73

18. Main shareholders 51

19. Operations with affiliates 37 to 41

20. Financial information regarding the issuer’s assets, financial situation and results

a. Historical financial data 77 to 143 – 158

b. Pro forma financial data –

c. Financial statements 19 – 77 to 81

d. Verification of annual historical financial data 144 and 145 – 158

e. Date of last financial data 76 and 77

f. Interim and other financial data –

g. Dividend payment policy 16 – 18 – 37 – 50

h. Legal proceedings and arbitration 49

i. Significant change in financial or business position 28 and 29

21. Additional information

a. Share capital 49

b. Memorandum and articles of association 47 and 48

22. Major contracts 37 and 38

23. Information from third parties, declaration from experts and declarations of interest 158

24. Documents accessible to the public 49

25. Information about equity interests 17 and 18

Shelf registration document“ ”AMF reconciliation table

Pages of the Activity Report and Financial Report 
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Crédit photos : Ambroise Tézenas.

Conception et réalisation : - 5356.

« Le présent document de référence 
a été déposé auprès de l’Autorité 

des Marchés Financiers le 8 mars 2006,
conformément à l’article 212-13 

de son règlement général. 
Il pourra être utilisé à l’appui 
d’une opération financière 

s’il est complété par une note d’opération 
visée par l’Autorité des Marchés Financiers. »



www.klepierre.com 21, avenue Kléber
75116 Paris
Tél. : 33 (0)1 40 67 57 40
Fax : 33 (0)1 40 67 55 62
Société anonyme
à Directoire et Conseil
de surveillance au capital 
de 184 656 916 euros
780 152 914 R.C.S. Paris
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