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Report of the chairman 
of board of directors
aBOuT cOMPaNy’S cORPORaTe gOveRNaNce PRacTIceS aS well aS 
INTeRNal cONTROl aND RISK MaNageMeNT PROceDuReS.

in	 accordance	 with	 the	 provisions	 of	 article	 L	 225-37	 of	 the	
french	commercial	code,	this	report	has	been	prepared	by	the	
chairman	of	the	board	of	Directors	

the	 report	 is	 intended	 to	 present	 corporate	 governance	
as	 applied	 by	 the	 board	 of	 Directors	 and	 by	 the	 Executive	
Management,	 and	 to	 describe	 the	 company’s	 internal	 control	
and	risk	management	procedures.

this	report,	attached	to	the	management	report	prepared	by	the	
board	of	Directors	describing	the	activities	of	 the	company	and	
its	subsidiaries	during	the	year	ended	December	31,	2010,	which	
has	 been	 reviewed	 by	 the	 appointments	 and	 compensation	
committee	and	by	the	audit	committee,	has	been	approved	by	
the	board	of	Directors.	it	was	made	available	to	the	shareholders	
prior	to	the	annual	general	Meeting.

it	was	also	the	subject	of	a	report	by	the	Statutory	auditors,	under	
article	 L	 225-235	of	 the	 french	commercial	code,	with	 regard	
to	 the	 internal	 control	 procedures	 relating	 to	 the	 preparation	
and	processing	of	accounting	and	 financial	 information,	as	well	
as	a	certification	concerning	 the	preparation	of	other	necessary	
information.

i - code of corporate governance

as	part	of	the	company’s	good	governance	practices,	the	board	
of	Directors	has	confirmed	that	the	company	has	used	the	afEP/
MEDEf	code	of	corporate	governance,	especially	in	the	prepa-
ration	of	this	report.	

the	code	is	available	for	consultation	on	the	company’s	website:	
www.rallye.fr	

ii - Board of directors 

1. composition of the Board of directors 

a	list	of	the	members	making	up	the	board	of	Directors	is	presen-
ted	on	page	29.

2. preparation and organization of the work of the 
Board of directors

the	 requirements	 for	 preparation	and	organization	of	 the	 work	
of	 the	board	of	Directors	are	defined	by	 law,	as	well	as	by	 the	
company’s	by-laws,	 the	board’s	 rules	of	procedure,	and	special	
board	committees.

Organization and operation of the Board of Directors

the	 combined	 duties	 of	 chairman	 of	 the	 board	 of	 Directors	
and	 chief	 Executive	 Officer	 are	 performed	 by	 Mr.	 Jean-charles	
naOuri.

this	unity	of	functions,	which	ensures	a	greater	cohesion	between	
strategy	and	operational	management	as	well	 as	 shorter	deci-
sion	 cycles,	 seemed	 more	 appropriate	 to	 the	 situation	 of	 the	
company,	an	intermediate	holding	company	of	the	group.

the	 organization	 and	 operation	 of	 the	 board	 of	 Directors	 are	
governed	by	 rules	of	procedure	as	adopted	 in	april	2003	and	

amended	by	 the	board	of	Directors’	meetings	of	april	21,	2005	
and	March	21,	2007.	they	bring	together	and	specify	the	various	
rules	which	apply	 to	 the	company,	by	 law,	 the	company’s	 rules	
of	procedure	and	its	by-laws.	they	also	 include	the	principles	of	
‘corporate	governance’	and	arrange	for	their	implementation.

the	 rules	of	procedure	describe	 the	operation,	powers,	authori-
zations	and	duties	of	 the	board	of	Directors	and	of	 the	 special	
board	 committees:	 the	 audit	 committee	 and	 the	 appointments	
and	compensation	committee.

the	rules	of	procedure	also	set	out	the	rules	of	ethics	applicable	
to	 members	 of	 the	 board	 of	 Directors,	 in	 particular	 the	 obliga-
tions	of	confidentiality	referred	to	by	article	L	465-1	of	the	french	
Monetary	and	 financial	code	and	articles	621-1	et	 seq.	of	 the	
regulations	of	the	french	financial	Markets	authority	[autorité	des	
Marchés	 financiers]	 (fMa)	 relating	 to	 insider	 trading,	 as	 well	 as	
the	obligation	to	observe	a	blackout	period	in	relation	to	all	tran-
sactions	 in	 the	 company’s	 shares	 during	 the	 fifteen-day	 period	
preceding	the	release	of	the	company’s	annual	and	semi-annual	
financial	statements.

they	also	mention	 the	 registration	of	directors	on	 the	 list	of	per-
manent	insiders	drawn	up	by	the	company	as	part	of	the	regu-
latory	 provisions	 intended	 to	 better	 prevent	 insider	 trading	 and	
breaches.

the	rules	of	procedure	include	provisions	governing	the	declara-
tions	that	must	be	made	by	corporate	officers,	individuals	having	
“close	 personal	 ties”	 to	 them	 and	 similar	 individuals	 regarding	
their	transactions	in	company	shares.

the	rules	of	procedure	set	out	the	principle	of	formal	and	regular	
assessments	of	the	board	of	Directors’	operations.
they	 also	 spell	 out	 the	 terms	 and	 conditions	 for	 its	 meetings	
and	 deliberations	 and,	 in	 particular,	 allow	 directors	 to	 attend	
board	 meetings	 by	 videoconference	 and	 any	 other	 means	 of	
telecommunication.

the	office	of	non-voting	observer	[censeur]	was	created	in	2002	
to	 encourage	 qualified	 individuals	 to	 become	 members	 of	 the	
board	of	Directors.	the	non-voting	observer	attends	board	mee-
tings,	expresses	his	or	her	observations	and	opinions	and	 takes	
part	in	the	proceedings	in	an	advisory	capacity.

Authorizations and duties of the Board of Directors 

in	 accordance	 with	 the	 provisions	 of	 article	 L	 225-35	 of	 the	
commercial	code,	the	board	of	Directors	decides	on	the	general	
directions	 to	be	 followed	by	 the	company’s	business	and	 sees	
to	 it	 that	 they	are	 implemented.	Subject	 to	 the	powers	expressly	
assigned	 to	Shareholders’	Meetings,	and	within	 the	 limits	of	 the	
company’s	corporate	purpose,	the	board	of	Directors	deals	with	
all	issues	concerning	the	proper	functioning	of	the	company.	by	its	
resolutions,	it	settles	the	matters	that	pertain	to	it.	it	also	carries	out	
all	checks	and	audits	it	deems	necessary.

the	 board	 of	 Directors	 also	 reviews	 and	 approves	 the	 annual	
and	 six-month	 individual	 company	 and	 consolidated	 financial	
statements.	 it	presents	 reports	on	 the	activities	and	performance	
of	the	company	and	its	subsidiaries,	and	approves	management	
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forecasts.	it	also	reviews	the	chairman’s	report	for	approval.	it	sets	
compensation	 for	 senior	 management	 and	 grants	 stock	 subs-
cription	options	and	bonus	shares.	it	is	called	upon	to	deliberate	
every	 year	 with	 regard	 to	 the	 company’s	 policy	 on	 equal	 job	
opportunities	and	equal	pay.

 > powers of the Chief executive officer 

the	chief	Executive	Officer,	in	accordance	with	article	L	225-56	of	
the	commercial	code,	has	the	broadest	range	of	powers	to	act	
on	 behalf	 of	 the	 company	 under	 every	 circumstance.	 He	 exer-
cises	 these	powers	within	 the	 limits	of	 the	company’s	corporate	
purpose	and	subject	to	the	powers	expressly	assigned	by	law	to	
Shareholders’	Meetings	and	to	the	board	of	Directors.	He	repre-
sents	the	company	in	its	dealings	with	third	parties.

However,	in	application	of	the	rules	of	procedure,	any	transaction	
liable	to	have	an	impact	on	the	group’s	strategy,	financial	struc-
ture,	or	business	activities	must	be	approved	 in	advance	by	 the	
board	of	Directors.

 > powers of the Chairman of the board of directors

within	 the	 board	 of	 Directors,	 the	 chairman	 organizes	 and	
directs	 the	 activities	 of	 the	 board	 and	 reports	 thereon	 to	 the	
Shareholders’	Meeting.
He	 convenes	 the	 meetings	 of	 the	 board	 of	 Directors	 and	 is	 in	
charge	of	setting	the	agenda	and	producing	the	minutes	of	these	
meetings.	 He	 assures	 the	 proper	 functioning	 of	 the	 company’s	
operations	 and,	 in	 particular,	 that	 the	 directors	 are	 capable	 of	
performing	their	duties.

Independence of Directors

as	 part	 of	 its	 duties,	 the	 appointments	 and	 compensation	
committee	 is	 in	 charge	 of	 monitoring	 the	 situation	 of	 each	 of	
the	Directors	with	 regard	 to	any	dealings	he	may	have	with	 the	
company	or	with	companies	in	the	group	which	might	compro-
mise	a	 director’s	 free	 judgment	 or	 lead	 to	 potential	 conflicts	 of	
interest	with	the	company.

therefore,	each	year	the	committee	carries	out	an	annual	review	
of	the	membership	of	the	board	of	Directors,	and,	in	particular,	of	
the	independence	of	the	Directors	in	light	of	the	assessment	crite-
ria	laid	down	by	the	afEP	and	MEDEf	code	of	corporate	gover-
nance.	it	presents	its	findings	to	the	board	of	Directors.

Board activities during the year ended

in	2010,	the	board	of	Directors	met	seven	times.	the	attendance	
rate	of	board	members	for	these	meetings	was	98%.

 > approval of the financial statements - business of the 
Company and its subsidiaries

the	 board	 of	 Directors	 examined	 the	 financial	 statements	 for	
the	year	ended	December	31,	2009	and	the	statements	 for	 the	
first	 half	 of	 2010,	 as	 well	 as	 the	 management	 forecasts.	 it	 also	
decided	on	the	reports	and	the	text	of	the	resolutions	submitted	
to	the	Ordinary	and	Extraordinary	general	Meeting	held	on	May	
19,	2010.

the	board	 took	note	of	 the	group’s	activity	 for	each	quarter,	 its	
number	 of	 employees,	 level	 of	 debt,	 and	 available	 sources	 of	
funds.

the	board	of	Directors	approved	different	operations	 that	were	
subject	to	its	authorization.	these	included,	in	particular,	the	provi-
sion	of	guarantees	on	behalf	of	the	company’s	subsidiaries	when	
financial	or	real	estate	operations	were	being	carried	out.	it	also	
examined	the	lines	of	credit	set	up	by	the	company	and	its	subsi-
diaries.	it	authorized	the	issuance	of	two	new	bonds.

the	board	also	took	stock	of	the	financial	asset	disposals	made	
by	the	group.

in	addition,	the	board	of	Directors	decided	to	pay	out	an	interim	
dividend	in	October	2010.

 > Compensation

On	the	recommendation	of	the	appointments	and	compensation	
committee,	the	board	of	Directors	set	the	2009	variable	compen-
sation	component	and	the	2010	fixed	compensation	component	
for	 the	 two	Deputy	Managing	Directors.	under	 the	same	condi-
tions,	 it	also	set	 the	 terms	 for	determining	 the	variable	compen-
sation	 component	of	deputy	managing	director,	Didier	carLiEr,	
it	being	specified	that	the	chairman/chief	Executive	Officer	does	
not	receive	any	fixed	or	variable	compensation.

it	also	examined	the	Directors’	and	the	non-voting	observer’s	fees,	
as	well	as	 the	 remuneration	paid	 to	 the	members	of	 the	board	
committees.	 it	 decided	 on	 the	 allocation	 of	 stock	 options	 and	
bonus	 shares,	 subject	 to	 meeting	 performance	 conditions,	 to	
managerial	staff	and	employees	of	the	group	and	its	affiliates.	

 > Corporate governance

the	board	of	Directors	examined	 its	 situation	with	 regard	 to	 the	
principles	of	corporate	governance:	composition	and	organiza-
tion	of	the	board	of	directors	and	board	committees,	and	inde-
pendence	of	the	directors.	

the	board	decided	to	name	a	new	member	to	the	appointments	
and	compensation	committee.
the	 board	 of	 Directors	 approved	 the	 chairman’s	 report	 on	 the	
organization	and	operation	of	 the	board	of	Directors	and	exe-
cutive	 management,	 as	 well	 as	 on	 the	 internal	 control	 and	 risk	
management	procedures.

the	 board	 of	 Directors	 was	 informed	 of	 all	 the	 work	 of	 the	
committees,	as	described	below.

Board Committees

the	 board	 of	 Directors	 is	 assisted	 by	 two	 special	 committees	
created	in	2000:	the	audit	committee	and	the	appointments	and	
compensation	committee.

committee	members	are	named	by	the	board	of	Directors,	which	
also	 appoints	 the	 chairman	 of	 each	 committee.	 neither	 the	
chairman/chief	 Executive	 Officer	 nor	 any	 of	 his	 representatives	
may	be	members	of	any	committee.
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the	authorities	and	specific	methods	of	operation	of	each	com-
mittee	were	defined	by	 the	 board	of	Directors	when	 they	were	
created	and	incorporated	into	the	rules	of	procedure.

 > audit Committee

 � Composition 

the	audit	committee	has	three	members,	of	whom	two	are	inde-
pendent:	 Messrs.	 andré	 crEStEy,	 chairman,	 Philippe	 cHarriEr	
and	christian	PaiLLOt,	who	have	been	appointed	for	the	duration	
of	their	terms	as	directors.

 � duties

the	audit	committee	provides	support	 to	 the	board	of	Directors	
in	the	review	and	approval	of	the	annual	and	six-month	financial	
statements.	 it	 also	 assists	 the	 board	 whenever	 an	 event	 occurs	
that	 is	 likely	 to	have	a	 significant	 impact	on	 the	 situation	of	 the	
company	or	its	subsidiaries	in	terms	of	commitments	and/or	risk.
in	 this	 regard	 and	 in	 accordance	 with	 article	 L	 823-19	 of	 the	
french	code	of	commerce,	it	monitors	issues	related	to	the	pre-
paration	 and	 auditing	 of	 accounting	 and	 financial	 information,	
subject	to	the	responsibility	of	the	board	of	Directors.	

thus,	 inter	alia,	 it	 is	 charged	with	monitoring	 the	preparation	of	
financial	 information,	 the	 efficacy	 of	 internal	 control	 and	 risk	
management	 systems,	 the	 legally	 required	 audit	 of	 annual	 and	
consolidated	 financial	 statements	 by	 the	 statutory	 auditors	 and	
the	independence	of	the	statutory	auditors.	
the	audit	 committee	has	an	organization	and	operations	chart	
which	 confirms	 its	 powers	 and	 authorities	 with	 regard,	 among	
other	 things,	 to	management	 risk	 analysis	 and	 to	 the	detection	
and	prevention	of	management	irregularities.

 � activities in 2010

the	audit	committee	met	twice	in	2010,	with	all	members	in	atten-
dance	at	each	meeting.

in	 connection	 with	 the	 approval	 of	 the	 six-month	 and	 annual	
financial	 statements,	 the	 audit	 committee	 verified	 the	 account	
closing	process	and	took	note	of	the	statutory	auditors’	analysis,	
in	particular,	of	all	consolidation	procedures	and	the	company’s	
financial	 statements.	 the	committee	also	 reviewed	off-balance-
sheet	 commitments,	 risks	 and	 accounting	 options	 taken	 with	
regard	to	provisions,	together	with	relevant	legal	and	accounting	
changes.	 it	was	notified	of	 the	audit	plan	and	 the	 fees	 in	2010	
paid	to	the	statutory	auditors.

the	 committee	 reviewed	 risk	 prevention	 documents	 as	 well	 as	
the	chairman’s	 report	on	 internal	 control	and	 risk	management	
procedures.
the	 audit	 committee	 initiated	 the	 procedure	 for	 reappointment	
of	 one	 regular	 and	 one	 acting	 auditor,	 to	 take	 place	 at	 the	
Shareholders’	Meeting	of	May	4,	2011,	with	a	view	to	presenting	
its	recommendation	to	the	board	of	Directors.

the	committee	developed	its	organization	and	operations	chart	
in	order	to	integrate	into	it	the	recent	regulatory	developments	as	
well	as	the	recommendations	of	the	afEP	and	of	MEDEf	and	as	
well	as	the	report	prepared	in	2010	by	the	fMa.

the	chairman	of	the	audit	committee	reported	to	the	board	on	
the	work	done	at	each	of	these	meetings.

 > appointments and Compensation Committee

 � Composition

the	 appointments	 and	 compensation	 committee	 has	 three	
members,	 of	 whom	 two	 are	 independent:	 Messrs.	 Jacques	
DErMagnE,	 chairman,	 Jacques	 DuMaS	 and	 Jean	 cHODrOn	
de	cOurcEL,	who	were	appointed	for	the	duration	of	their	terms	
as	directors.

the	chairman/chief	Executive	Officer	may	attend	committee	mee-
tings	in	an	advisory	capacity,	 in	order	to	present	proposals	rela-
ted,	 in	particular,	 to	 the	compensation	of	 senior	managers	and	
the	granting	of	options	and	bonus	shares.

 � duties

the	appointments	and	compensation	committee	 is	charged,	 in	
particular,	with	helping	the	board	of	Directors	review	candidates	
for	senior	management	positions,	select	new	directors,	and	define	
and	monitor	policies	for	senior	management	compensation	and	
stock	 option	 and	 bonus	 share	 awards.	 as	 appropriate,	 it	 also	
reviews	 the	benefits	and	other	 forms	of	 compensation	of	 senior	
management.	

the	 appointments	 and	 compensation	 committee	 drew	 up	 an	
organization	chart,	adopted	in	2004,	confirming	its	powers	and	
authorities	with	 regard	 to	performance	evaluation	of	 the	 board	
of	Directors	and	verification	that	the	corporate	governance	prin-
ciples	and	code	of	ethics,	in	particular	as	derived	from	the	board	
of	Directors’	 internal	 rules	of	procedure,	are	being	properly	 res-
pected	and	applied.

 � activities in 2010

the	appointments	and	compensation	committee	met	four	times	
in	2010,	with	all	members	in	attendance	at	each	meeting.

the	 committee	performed	 its	 annual	 review	of	 the	organization	
and	 operations	 of	 the	 board	 of	 directors	 and	 its	 special	 com-
mittees	as	well	as	of	the	proper	application	of	corporate	gover-
nance	principles	 in	accordance	with	 the	afEP/MEDEf	code	and	
the	provisions	of	the	rules	of	procedure.

it	examined	the	situation	of	each	director	with	regard	to	dealings	
with	 group	 companies	 that	 might	 compromise	 his	 freedom	 of	
judgment	or	entail	conflicts	of	interest.
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the	 appointments	 and	 compensation	 committee	 expressed	
its	 recommendations	 regarding	 the	 proposed	 reappointment	
of	 the	chairman/chief	 Executive	Officer	 and	 vice-chairman,	 the	
appointment	of	Directors	 and	 the	 non-voting	observer,	 and	 the	
composition	of	board	committees.

the	committee	issued	a	favorable	opinion	regarding	the	methods	
for	 determining	 the	 2010	 fixed	 compensation	 component	 and	
the	 2009	 variable	 compensation	 component	 of	 the	 Deputy	
Managing	Directors.
it	also	 reviewed	 the	methods	 for	determining	 the	2010	variable	
compensation	 component	 of	 Didier	 carLiEr,	 Deputy	 Managing	
Director.	

the	committee	examined	the	executive	management’s	proposal	
for	the	issuance	of	stock	options	and	bonus	shares	to	managerial	
staff	 and	 employees	 of	 the	 company	 and	 related	 companies,	
as	well	as	the	fees	to	be	awarded	to	board	members,	the	non-
voting	observer,	and	members	of	board	committees.

it	 examined	 the	 chairman’s	 report	 on	 the	 organization	 of	 the	
board	of	Directors’	work,	along	with	 the	corporate	governance-
related	information	mentioned	in	the	management	report.

the	committee	chairman	reported	to	 the	board	of	Directors	on	
the	work	of	the	appointments	and	compensation	committee.

Principles and rules determining compensation and benefits 
granted to corporate officers

the	type	and	amount	of	corporate	officers’	compensation	are	set	
by	the	board	of	Directors	on	the	basis	of	recommendations	made	
by	the	appointments	and	compensation	committee.

thus,	 the	 board	 of	 Directors	 determines	 the	 compensation	 of	
the	 Deputy	 Managing	 Director,	 also	 a	 director;	 the	 chairman/
chief	Executive	Officer	does	not	 receive	compensation	 from	 the	
company.

the	compensation	paid	to	the	Deputy	Managing	Director	includes	
both	a	fixed	and	a	variable	component.	the	basis	for	their	deter-
mination	 is	 decided	 each	 year	 by	 the	 board	 of	 Directors,	 on	
the	 recommendation	 of	 the	 appointments	 and	 compensation	
committee,	and	as	applicable,	based	on	studies	made	by	exter-
nal	consultants.	

the	 2010	 variable	 compensation	 component	 is	 based	 on	 the	
attainment	of	quantitative	group	targets,	qualitative	individual	tar-
gets	and	on	a	general	 evaluation	of	managerial	attitudes	and	
behavior.

the	quantitative	group	targets	are	evaluated	according	to	crite-
ria	corresponding	 to	significant	business	 indicators	 for	 the	rallye	
group:	changes	in	debt	and	financial	expenses.

the	 board	 of	 Directors,	 on	 the	 recommendation	 of	 the	
appointments	 and	 compensation	 committee,	 sets	 the	 rules	 for	

distribution	of	 the	fees	payable	to	the	Directors	and	to	the	non-
voting	observer,	as	well	as	 the	compensation	to	be	paid	to	 the	
members	of	board	committees,	as	follows:	
	� these	fees	include	a	flat	fee	of	€4,000	and	a	variable	compo-
nent	of	€16,000	based	on	attendance	at	board	Meetings.	note:	
fees	for	directors,	senior	managers	and	group	executives	have	
been	reduced	by	half	and	the	variable	component	attributable	
to	absent	directors	is	not	re-assigned;
	� the	vice-chairman	receives	an	additional	flat	fee	of	€20,000;
	� an	 additional	 fee	 is	 paid	 to	 committee	 members	 in	 the	 flat	
amount	 of	 €10,000.	 the	 fee	 is	 doubled	 for	 each	 committee	
chairman.

Information provided to Directors 
in	 accordance	 with	 article	 L.	 225-35	 of	 the	 french	 commercial	
code,	the	chairman/chief	Executive	Officer	provides	each	mem-
ber	of	 the	board	with	all	documents	and	 information	necessary	
for	the	performance	of	their	duties.

as	 such,	 all	 necessary	 information	 pertaining	 to	 the	 issues	 to	
be	 examined	 by	 the	 board	 is	 provided	 to	 board	 members	 in	
advance	of	each	board	meeting.	Each	member	 receives	a	pre-
paratory	file	containing	all	documents	and	information	pertaining	
to	the	subjects	listed	on	the	agenda	for	the	meeting.

the	board	of	Directors	is	also	informed	by	Executive	Management	
once	 every	 quarter	 with	 regard	 to	 the	 state	 of	 business	 for	 the	
company	 and	 its	 main	 subsidiaries.	 the	 information	 includes	
sales,	 income	trends,	debt	and	the	status	of	credit	 lines	 that	 the	
company	and	 its	main	 subsidiaries	 can	draw	on,	along	with	a	
summary	table	of	the	workforce	employed	by	the	company	and	
its	main	subsidiaries.

Once	 every	 six	 months,	 the	 board	 of	 Directors	 also	 reviews	 the	
group’s	off-balance-sheet	commitments.

Assessment of the conditions under which the Board of 
Directors operates

Pursuant	to	the	code	of	corporate	governance,	the	rules	of	pro-
cedure	provide	for	an	annual	discussion	and	regular	evaluation	
of	 the	operations	of	 the	board	of	Directors,	 to	be	performed	by	
the	appointments	and	compensation	committee,	with	the	help,	if	
desired,	of	an	external	consultant.

a	new	evaluation	of	the	organization	and	operation	of	the	board	
of	 Directors	 was	 implemented	 during	 the	 first	 quarter	 of	 2011,	
using	responses	to	a	questionnaire	sent	to	each	director.

the	evaluations	and	observations	made	by	the	members	of	 the	
board	of	Directors	indicate	that	the	organization	and	operations	
of	the	board	are	entirely	satisfactory	with	respect	to	proper	corpo-
rate	governance.

the	directors	have	expressed	a	desire	to	name	additional	direc-
tors	and,	 in	particular,	a	second	woman	as	well	as	 to	have	 the	
managers	of	subsidiaries	regularly	attend	board	meetings.
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iii - participation in shareholders’ meetings

the	methods	of	 participating	 in	 general	 shareholders’	meetings	
are	 presented	 in	 articles	 25,	 27	 and	 28	 of	 the	 bylaws	 (see	
page	207).	they	are	also	the	subject	of	an	update	submitted	to	
the	extraordinary	shareholders’	meeting	of	May	4,	2011.

iv -  issues which may have  
an impact in the event of a puBlic offer 

the	company’s	 capital	 structure	and	any	direct	or	 indirect	 inte-
rests	 in	 the	company’s	 capital	 structure	of	which	 it	 is	 aware	by	
virtue	of	articles	L	233-7	and	L	233-12	of	the	french	commercial	
code	are	described	on	pages	22	et	seq.

there	are	no	restrictions	 in	the	by-laws	on	the	exercise	of	voting	
rights	 and	 on	 share	 transfers,	 nor	 are	 there	 any	 agreements	 of	
which	 the	 company	 was	 made	 aware	 under	 article	 L	 233-11	
providing	preferential	 terms	 for	 the	sale	or	acquisition	of	 shares,	
nor	 are	 there,	 to	 the	 company’s	 knowledge,	 any	 agreements	
between	shareholders	which	might	restrict	the	transfer	of	shares	or	
the	exercise	of	voting	rights.

the	company	has	not	 issued	any	 securities	with	 special	 control	
rights	attached,	and	there	is	no	control	mechanism	provided	for	
in	any	employee	stock	ownership	plan	when	the	control	rights	are	
not	exercised	by	employees.

the	rules	which	apply	to	the	appointment	and	replacement	of	the	
members	of	the	board	of	Directors,	as	well	as	to	the	amendments	
to	the	company	by-laws	are	described	beginning	on	pages	203	
et	 seq.	 the	powers	of	 the	board	of	Directors	are	described	on	
pages	52	and	205.	with	 respect	 to	 the	 issuance	of	 shares,	 the	
authorizations	granted	to	the	board	of	Directors	are	indicated	on	
page	209	and,	with	regard	to	share	repurchases,	the	powers	of	
the	board	of	Directors	are	described	on	page	24.

agreements	entered	into	by	the	company	which	are	modified	or	
come	 to	an	end	 in	 the	event	of	a	change	 in	 the	control	of	 the	
company	are	mentioned	on	pages	221	et	seq.	

in	addition,	there	are	no	agreements	providing	for	compensation	
of	 the	members	of	 the	board	of	Directors	or	employees	 should	
they	resign	or	be	dismissed	without	just	cause	or	if	their	employ-
ment	is	terminated	as	a	result	of	a	public	offer.

v. –  internal control procedures 
implemented By rallye

the	 information	below	was	obtained	 from	 those	 responsible	 for	
implementing	 rallye’s	 internal	 control	 procedures	 and	 was	 vali-
dated	 by	 Executive	 Management.	 this	 information	 enabled	 a	
factual	description	 to	be	made	of	 the	 control	 environment	and	
procedures	put	in	place.

1. definition and objectives of internal control 
procedures

Reference framework used

rallye	has	adopted	the	internationally-recognized	“cOSO”(1)	defi-
nition,	which	 is	compatible	with	 the	afEP	and	MEDEf	definition(2):	
internal	 control	 is	 a	 process	 implemented	 by	 an	 organization’s	
board	 of	 directors,	 executives	 and	 staff,	 and	 it	 aims	 to	 provide	
reasonable	assurance	that	the	following	goals	will	be	met:
	� effectiveness	and	efficiency	of	operations;
	� reliability	of	financial	reporting;
	� compliance	with	applicable	laws	and	regulations.

the	 internal	 control	 procedures	 in	 force	 at	 the	 group	 are	 thus	
designed:
	� on	the	one	hand,	to	ensure	that	the	management	actions	are	
conducted	 in	 accordance	 with	 applicable	 laws	 and	 regula-
tions,	 company	 values,	 standards	 and	 rules,	 and	 the	 strategy	
and	objectives	set	out	by	executive	management;
	� on	 the	other	 hand,	 to	 ensure	 that	 the	accounting,	 financial	 and	
management	information	reported	to	the	governance	bodies	fairly	
presents	the	operations	and	position	of	the	company	and	group.

the	main	objective	of	the	system	of	internal	controls	is	to	identify,	
prevent	and	manage	 risks	 resulting	 from	 the	company’s	opera-
tions	and	especially	the	risks	of	error	or	fraud	in	accounting	and	
financial	 information,	as	well	as	 to	ensure	 the	effectiveness	and	
efficiency	of	this	institution	and	the	quality	of	its	accounting	system	
and	its	financial	information.	
as	with	any	 control	mechanism,	 however,	 it	 can	only	provide	a	
reasonable	assurance,	 rather	 than	an	absolute	guarantee,	 that	
risks	have	been	eliminated	or	completely	brought	under	control.

Control environment

the	 control	 environment	 within	 the	 company	 consists	 mainly	 of	
the	principles	of	corporate	governance	and	group	organization,	
carefully	designed	and	rigorously	applied.	the	aim	is	 for	all	 risks	
to	be	managed	as	a	whole	and	for	a	reasonable	assessment	to	
be	made	of	the	potential	risks	of	any	kind	with	which	the	group	
may	be	faced.	

2. description of the control procedures put in place

the	scope	of	internal	control	over	accounting	and	financial	infor-
mation	 includes	 the	 parent	 company	 and	 the	 operating	 subsi-
diaries	included	in	the	group’s	consolidated	financial	statements.	

(1)		committee	Of	Sponsoring	Organizations	of	the	treadway	commission.
(2)		recommendations	of	the	association	française	des	enterprises	privées	and	of	the	Mouvement	des	entreprises	de	france	of	December	17,	2003	titled	“application	of	the	provisions	of	the	

law	on	financial	security	relating	to	the	chairman’s	report	on	internal	control	procedures	implemented	by	the	company.”



2010 Annual Report Rallye  57

M
a

n
a

g
EM

En
t	

rE
PO

rt
re

po
rt

 o
f 

th
e 

C
h

a
ir

m
a

n
  

o
f 

bo
a

rd
 o

f 
d

ir
eC

to
rs

c
O

n
SO

LiD
at

ED
	f

in
a

n
c

ia
L	

	
St

at
EM

En
tS

in
D

iv
iD

u
a

L	
c

O
M

Pa
n

y	
fin

a
n

c
ia

L	
	

St
at

EM
En

tS
D

ra
ft

	r
ES

O
Lu

ti
O

n
S

a
D

D
it

iO
n

a
L	

in
fO

rM
at

iO
n

(the	 latter	 have	 an	 internal	 audit	 department	 available	 at	 the	
subsidiary	level	to	manage	their	own	internal	control).

General organization of internal control 

the	internal	control	procedures	are	part	of	the	general	policy	fra-
mework	set	out	by	the	board	of	Directors	and	implemented	under	
the	direct	responsibility	of	the	company’s	senior	management.
the	main	actors	involved	in	managing	the	internal	control	system	
are	as	follows:

 > executive management and the administration and finance 
department

rallye’s	 administration	 and	 finance	 department,	 which	 reports	
to	 executive	 management,	 oversees	 all	 of	 the	 company’s	 staff	
departments:	 management	 control,	 accounting,	 cash	 manage-
ment	and	legal	affairs.

 > the board of directors and the audit Committee

given	 their	duties	as	defined	by	 the	company	by-laws	and	 the	
rules	of	procedure,	the	board	of	Directors	and	its	audit	committee	
take	part	 in	 the	 internal	 control	 process	by	 expressing	opinions	
and	 making	 recommendations	 to	 executive	 management	 and	
through	 the	 analyses	 and	 investigations	 which	 they	 perform	 or	
commission.

 > statutory auditors and outside consultants

the	 Statutory	 auditors	 certify	 the	 individual	 and	 consolidated	
financial	 statements,	 in	 accordance	 with	 legal	 and	 regula-
tory	 requirements,	 on	 an	 annual	 basis.	 they	 also	 examine	 the	
company’s	semi-annual	consolidated	results	and	verify	the	infor-
mation	given	in	the	six-month	report.	they	are	consulted	regularly	
regarding	 the	 accounting	 treatment	 of	 ongoing	 operations.	 as	
part	of	their	duties,	the	Statutory	auditors	also	examine	how	inter-
nal	control	procedures	are	organized	and	applied	in	practice.	if	
necessary,	they	are	asked	to	issue	recommendations.

Dissemination of information within the Group 

the	group	ensures	that	the	relevant	information	is	properly	disse-
minated	and	provided	to	those	concerned	so	that	they	can	fulfill	
their	responsibilities,	in	compliance	with	group	standards.

with	the	objective	of	providing	reliable	financial	information	and	
communication,	rallye	strives	 to	ensure	 that	 the	entire	organiza-
tion	 respects	 certain	 references	 in	 the	performance	of	 its	duties:	
manual	 of	 accounting	 and	 consolidated	 procedures,	 gene-
ral	 accounting	 plan,	 code	 of	 ethics	 described	 in	 the	 board	 of	
Directors’	 rules	 of	 procedure,	 organization	 charts	 of	 the	 audit	
committee	and	the	appointments	and	compensation	committee.	

Identification and assessment of risks

the	group	identifies	and	assesses	the	main	risks	that	could	affect	
the	 achievement	 of	 its	 objectives.	 it	 takes	 measures	 to	 limit	 the	
probability	 of	 occurrence	 and	 the	 effects	 of	 such	 risks,	 thereby	
promoting	an	environment	of	risk	control.

in	the	course	of	its	business,	the	group	is	exposed	to	a	range	of	
risks.	these	risks	and	the	provisions	intended	to	control	them	are	
partially	detailed	in	note	33	“financial	risk	management	policies	
and	objectives”	to	the	2010	consolidated	financial	statements.	
the	 main	 risks	 related	 to	 the	 group’s	 financial	 instruments	 are	
discussed:	 interest	 rate	 risks,	 currency	exchange	 risks,	 credit	 risks,	
liquidity	risks	and	security	risks.

the	operational	risks	related	to	business	operations,	the	legal	risks	
and	 the	 description	 of	 the	 policy	 with	 regard	 to	 insurance	 are	
detailed	 in	 the	 company’s	 reference	 Document	 in	 the	 chapter	
entitled	“Other	information	-	information	on	rallye’s	activity”.

Control activities

in	order	to	enhance	its	control	over	identified	risks,	the	group	has	
put	 in	place	control	procedures	 for	both	operational	processes	
and	financial	information.
within	the	company,	internal	control	procedures	are	centralized.	
because	rallye	is	a	holding	company,	the	procedures	implemen-
ted	relate	mainly	 to	 the	preparation	and	processing	of	 financial	
and	 accounting	 information	 aimed	 at	 ensuring	 that	 consolida-
ted	 financial	 statements	 are	 reliable	 and	 that	 subsidiaries	 are	
monitored.

 > operating subsidiaries:

Each	rallye	subsidiary	has	its	own	internal	audit	department	char-
ged	with	ensuring	the	effectiveness	of	the	internal	control	activities	
and	procedures	in	order	to	obtain	reasonable	assurance	that	the	
subsidiary’s	own	risks	are	under	control.

the	 chairmen	 of	 the	 listed	 subsidiaries	 casino,	 guichard-
Perrachon	 and	 groupe	 go	 Sport	 have	 prepared	 their	 own	
reports	 on	 internal	 control	 to	 which	 readers	 may	 refer.	 these	
reports	 have	 been	 made	 available	 to	 the	 shareholders	 of	 the	
relevant	companies.

the	 group	 checks	 the	 quality	 of	 the	 information	 passed	 along	
by	 subsidiaries,	 notably	 by	 appointing	 the	 same	 person	 to	
several	executive	bodies	as	well	as	 through	the	meetings	of	 the	
various	audit	committees	and	appointments	and	compensation	
committees.	 these	 committees,	 in	 dealing	 with	 a	 subsidiary’s	
senior	management,	may	 count	 on	 the	participation	of	 all	 staff	
departments	of	the	subsidiary.

information	is	also	verified	thanks	to	the	familiarity	of	rallye’s	cen-
tral	controlling	department	with	the	various	information	systems,	as	
well	as	through	the	holding	of	monthly	meetings.
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the	 company’s	 financial	 communications	 and	 those	 of	 its	 sub-
sidiaries	 increasingly	 rely	 on	 shared	 software	 to	 obtain	 quan-
titative	 data.	 the	 security	 of	 the	 subsidiaries’	 it	 systems	 is	 taken	
into	account	 starting	with	 the	design	stage	and	 is	 implemented	
through	constant	monitoring.

the	 company’s	 legal	 department	 performs	 any	 specific	 investi-
gations	or	examinations	that	 it	deems	necessary,	 for	the	preven-
tion	and	detection	of	any	legal	irregularity	or	anomaly	in	group	
management.	it	regularly	communicates	with	executive	manage-
ment	and	with	administrative	and	 financial	management	 regar-
ding	 the	status	of	 the	chief	disputes	possibly	affecting	 the	subsi-
diaries,	as	well	as	with	regard	to	the	risks	incurred.

 > rallye: 

 � procedures for monitoring operating risks: 

 > Cash management, financing and expenditures

in	the	administration	and	finance	department,	the	cash	manage-
ment	team	is	in	charge	of	preparing	cash	management	forecasts	
(e.g.,	proposed	financing	and	investment	policies,	preparation	of	
financing	plans	and	cash	budgets),	optimizing	and	verifying	 the	
group’s	cash	position	on	a	daily	basis,	and	monitoring	the	ban-
king	terms	previously	negotiated.

company	 cash	 must	 be	 invested	 in	 instruments	 whose	 maturity	
is	matched	 to	 the	planned	duration	of	 the	 investment	and	must	
never	be	invested	in	speculative	or	risky	instruments.

Executive	management	receives	reports	of	weekly	cash	flows	and	
the	status	of	the	credit	lines,	along	with	the	respective	terms	and	
conditions.	 Permanent	 financing	 arrangements	 permit	 optimized	
management	 of	 the	 balance	 sheet	 and	 financial	 debt,	 and	
enhance	the	group’s	financial	structure.	
they	 are	 subject	 to	 prior	 approval	 by	 the	 board	 of	 Directors	 if	
necessary	 depending	 on	 their	 level	 of	 complexity	 (e.g.,	 bilateral	
lines,	bond	issues,	structured	financing,	etc.),	the	latter	being	sub-
ject,	as	necessary,	to	a	legal,	technical	and	accounting	validation	
by	outside	consultants.

a	 formal	 authorization	 procedure	 has	 been	 put	 in	 place	 to	
facilitate	 and	 reinforce	 control	 over	 company	 expenditures,	
from	 financial	 investments	 to	 general	 administrative	 expenses.	
Supporting	documents	 for	such	expenditures	must	be	approved	
at	 the	 appropriate	 management	 level	 before	 payment	 can	 be	
made.

 > market risk monitoring

the	 company’s	 market	 risk	 monitoring	 policy	 is	 described	 in	
the	 reference	 Document	 in	 the	 chapter	 “Other	 information	 -	
information	on	rallye’s	activity”.	in	light	of	the	priorities	emanating	
from	 the	 latter,	 those	 responsible	 regularly	make	adjustments	 to	
the	control	measures	pertaining	thereto.

 > investment portfolio

investments	and	divestments	require	prior	approval	to	ensure	that	
they	 comply	 with	 the	 group’s	 strategy	 and	 profitability	 criteria.	
weekly	 reports	 showing	 the	changes	 in	 the	 investment	portfolio	
are	sent	to	executive	management.

 > payroll and compensation

the	administration	and	finance	department	is	in	charge	of	payroll	
organization	and	management.	

the	group’s	legal	department	regularly	monitors	changes	in	legal	
and	 social	 information	 affecting	 payroll	 management.in	 addi-
tion,	 the	 appointments	 and	 compensation	 committee	 reviews	
compensation	 for	 senior	 managers,	 which	 is	 then	 submitted	 for	
approval	 to	 the	 board	 of	 Directors.	 compensation	 for	 all	 other	
employees	is	validated	by	executive	management.

 > it system security

in	order	to	ensure	the	effectiveness	of	internal	control	procedures	
as	well	as	the	security	and	integrity	of	all	data	and	data	proces-
sing	in	the	face	of	a	possible	major	incident,	whether	accidental	
or	due	to	acts	of	malfeasance,	the	entire	system	is	secured	by	the	
following:
	� a	system	providing	authorization	and	protected	access	 to	 the	
network;
	� sites	 which	 are	 physically	 secured	 (through	 access	 checks,	 fire	
detection	systems);
	� daily	data	backups	to	off-site	electronic	storage	media.

 � procedures for producing and processing financial and 
accounting data:

 > preparation of the individual and consolidated financial 
statements

the	group’s	administration	and	finance	department	is	responsible	
for	preparing	the	financial	statements.	these	can	be	a	source	of	
financial	 risk,	particularly	as	 regards	 the	accounting	 records,	 the	
consolidation	process,	and	 the	 recognition	of	off-balance	sheet	
commitments.

the	 accounting	 department	 implements	 a	 standard	 internal	
accounting	 system	 in	 accordance	 with	 accounting	 procedure	
manuals,	using	 the	“agresso”	software	 to	produce	 the	 individual	
company	 financial	 statements,	 and	 the	 “Equilibre”	 software	 to	
produce	 the	 consolidated	 financial	 statements.	 the	 accoun-
ting	department	 is	also	 in	 charge	of	ensuring	 that	 the	methods	
employed	 are	 consistent,	 reliable	 and	 homogenous	 and	 that	
scheduled	 account	 closings	 are	 respected,	 in	 line	 with	 the	
deadlines	 set	 by	 the	 board	of	Directors	 and	 specialized	 board	
committees.
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Each	subsidiary	prepares	a	monthly	budget,	which	is	sent	to	cen-
tral	controlling	at	rallye.	accounts	are	analyzed	monthly	and	are	
compared	with	accounting	and	consolidated	forecasts.

consolidation	of	 the	 financial	 statements	 is	 performed	every	 six	
months,	as	a	centralized	procedure	carried	out	by	the	consolida-
tion	team	on	the	basis	of	information	provided	by	the	subsidiaries.	

the	 team	 performs	 an	 overall	 review	 of	 the	 group’s	 accounts,	
and	 prepares	 a	 file	 which	 includes	 all	 the	 adjustments	 and	 eli-
minations	made,	and	documents	 the	checks	performed,	 thereby	
ensuring	traceability.	in	addition,	the	consolidation	Department	is	
in	charge	of	updating	consolidation	procedures,	including	subsi-
diaries	within	the	scope	of	consolidation,	 information	processing	
and	maintaining	the	consolidation	tools.

in	the	performance	of	their	duties	to	express	an	opinion	regarding	
the	individual	and	consolidated	financial	statements,	the	Statutory	
auditors	prepare	a	 report	 intended	 for	 the	group	 shareholders	
certifying	 that	 the	 financial	 statements	are	accurate,	 truthful,	and	
fair	in	their	presentation.	

the	 group	 regularly	 monitors	 developments	 in	 the	 off-balance-
sheet	 commitments,	 details	 of	 which	 are	 provided	 in	 the	 notes	
to	 the	 consolidated	 financial	 statements.	 a	 list	 of	 such	 commit-
ments	 linked	 to	 current	 activities	 and	 exceptional	 operations	 is	
reported	 on	 every	 six	 months,	 to	 determine	 whether	 there	 is	 a	
need	to	make	a	provision	for	the	risks	incurred	as	a	result	of	such	
commitments.

the	assets	of	 the	holding	company,	as	well	as	 its	 level	of	debt,	
are	monitored	on	a	weekly	basis.	in	this	process,	the	value	of	the	
holding	company’s	assets,	at	both	market	and	investment	value,	is	
compared	to	its	net	financial	debt.

 > Controlling

this	department	reports	to	the	chief	financial	Officer.

the	department’s	duties	are	to:
	� monitor	 key	 business	 indicators	 for	 the	 company	 and	 its	
subsidiaries;
	� monitor	action	plans,	control	budgets	and	analyze	differences;
	� produce	monthly	group	management	and	financial	reports	for	
senior	management;
	� help	prepare	the	financial	statements;
	� prepare	the	budget	and	the	three-year	plan.

 > financial communications

the	financial	communications	department	is	in	charge	of	fulfilling	
all	obligations	 for	periodic	dissemination	of	 financial	 information	
to	the	market	and	to	stock	market	regulatory	agencies.	it	commu-
nicates	the	company’s	strategy	and	performance	to	the	financial	
markets.

beginning	 January	 20,	 2007,	 in	 accordance	 with	 article	
L	 451-1-2	 of	 the	 french	 Monetary	 and	 financial	 code,	 which	
results	 from	 transposition	 of	 the	 so-called	 Eu	 “transparency”	
Directive	 (Directive	 2004/109/Ec),	 rallye	 is	 making	 a	
“regulatory	 information”	 section	 available	 on	 its	 website		
http://www.rallye.fr/fr/investisseurs/information-reglementee	 and	
is	 transmitting	 this	 information	 electronically	 to	 a	 professional	
news	 distributor	 that	 meets	 the	 requirements	 set	 forth	 in	 the	
fMa’s	general	regulations.	in	this	section,	documents	pertaining	
to	 the	 regulatory	 information	 distributed	 from	 2007	 onwards	
are	published	and	archived	for	five	years.
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year ended december 31, 2010

to	the	shareholders,

in	our	capacity	as	rallye’s	Statutory	auditors,	and	in	accordance	with	article	L.	225-235	of	the	commercial	code,	we	hereby	present	our	
report	on	the	report	prepared	by	the	chairman	of	your	company	in	accordance	with	article	L.	225-37	of	the	commercial	code	for	the	
year	ended	December	31,	2010.

the	chairman	is	responsible	for	preparing	and	submitting	to	the	board	of	Directors	for	approval	a	report	on	the	internal	control	and	risk	
management	procedures	in	place	at	the	company,	also	providing	other	information	required	by	article	L.	225-37	of	the	commercial	
code	related	to	corporate	governance	measures	in	particular.	
Our	responsibility	is	to:
	� inform	you	of	our	observations	concerning	the	information	contained	in	the	chairman’s	report	with	respect	to	the	internal	control	and	
risk	management	procedures	relating	to	preparation	and	processing	of	accounting	and	financial	information,	and
	� certify	that	this	report	contains	the	other	 information	required	by	article	L.	225-37	of	the	commercial	code,	without	however	being	
required	to	verify	that	such	other	information	is	fairly	presented.

we	carried	out	our	work	in	accordance	with	the	professional	standards	applicable	in	france.

information concerning the internal control and risk management procedures relating 
to the preparation and processing of financial and accounting information.

Professional	standards	require	us	to	implement	procedures	designed	to	assess	the	fairness	of	the	information	set	out	in	the	chairman’s	
report	on	 internal	control	and	risk	management	procedures	 relating	 to	 the	preparation	and	processing	of	 financial	and	accounting	
information.	these	procedures	consist,	in	particular,	of:
	� obtaining	 an	 understanding	 of	 the	 internal	 control	 and	 risk	 management	 procedures	 relating	 to	 the	 preparation	 and	 proces-
sing	of	 financial	and	accounting	 information	 supporting	 the	 information	 set	out	 in	 the	chairman’s	 report	as	well	as	of	 the	existing	
documentation;
	� obtaining	an	understanding	of	the	work	performed	to	prepare	this	information	and	the	existing	documentation;
	� determining	whether	any	major	weaknesses	 in	 the	 internal	control	procedures	relating	to	the	preparation	and	processing	of	 finan-
cial	and	accounting	 information,	which	we	may	have	 found	as	part	of	our	assignment,	have	been	appropriately	disclosed	 in	 the	
chairman’s	report.

On	the	basis	of	these	procedures,	we	have	no	matters	to	report	in	connection	with	the	information	on	the	internal	control	and	risk	mana-
gement	procedures	relating	to	preparation	and	processing	of	financial	and	accounting	information	contained	in	the	chairman	of	the	
board’s	report,	prepared	in	accordance	with	article	L.	225-37	of	the	commercial	code.

other information

we	certify	that	the	report	of	the	chairman	of	the	board	of	Directors	includes	the	other	information	required	by	article	L.	225-37	of	the	
commercial	code.	

	 Paris	La	Défense,		 and	neuilly-sur-Seine,	april	7,	2011

Statutory	advisors

	 KPMg	audit		 Ernst	&	young	et	autres
	 Department	of	KPMg	S.a.	 Pierre	bourgeois
	 Patrick-Hubert	Petit	 associate
	 associate	
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