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SFL and the stock market

As announced in September 2008, SFL’s controlling shareholder Colonial
reduced its interest in the Company from 84% to less than 60% in January
2009. The resulting increase in the free-float will enable SFL to continue being

taxed under the SIIC (REIT-style) regime.

Ownership structure at 31 December 2008
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_Spanish property group Colonial, SFLs controlling shareholder
with 84.6% of the capital at 1 January 2008, took steps in April to
sell its entire interest in SFL. The process was never completed
however, and, faced with financial difficulties, Colonial went back
on its decision. In September, Colonial signed a debt restructuring
agreement with its four largest lender banks — Goldman Sachs,
Eurohypo, Calyon and Royal Bank of Scotland — and other credi-
tors. Against this backdrop, Colonial sold 33% of its interest in SFL
and announced its intention to remain a majority shareholder of the

Market for the Company’s Shareholder relations
shares —

Ownership structure at 31 January 2009
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Company. On 21 January 2009, Colonial’s lender banks announced
that they had exercised the call options on SFL shares granted to
them by Colonial. Calyon (Groupe Crédit Agricole) obtained 8.8%
of SFl’s capital, Eurohypo and Royal Bank of Scotland each
obtained 7.25% and The Goldman Sachs Group obtained 7.26%.
On 23 January 2009, Goldman Sachs sold its stake to property
investment fund ORION Ill European 3. With Colonial’s interest
reduced to less than 60%, SFL will continue to qualify for SIIC tax
status.
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the discount to NAV widened to 50%, despite the protection offered
by the SIIC regime and our portfolio’s strong yield profile. The
shares ended the year at €25.51, after reaching a high of €59.49
on 25 April and a low of €25.47 on 21 November. Average daily
trading volume stood at 2,214 shares, excluding off-market trans-
actions.

Share Price

Mirroring the performance of other property stocks traded on the
Paris market, in 2008 our share price rose during the early part of
the year, then dipped in early May and stabilised during the sum-
mer, before dropping sharply. As a result of this downward trend,
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SIIC 4: A FAVOURABLE TAX REGIME FOR OUR SHAREHOLDERS

The SIIC 4 regime sets a 60%
ceiling on the percentage
ownership of an SIIC by a
majority shareholder or
shareholders acting in concert.
SIICs were afforded a two-year
grace period as from 1 January
2007 in which to comply with
this new requirement. Colonial

has complied by reducing its
interest in SFL to 53.4%.

Also under SIIC 4, 20%
withholding tax is due on
dividends paid from 1 July
2007 to shareholders that hold
at least 10% of the SIIC’s
capital and are not taxed on
the dividends at a rate at least

equal to one-third of the
French rate. This withholding
tax may be due on dividends
paid by SFL to Colonial if Colo-
nial is not taxed on the divi-
dends in Spain. If this is the
case, it has been agreed that
Colonial will reimburse SFL for
the withholding tax.

SIC:-42%
CAC40:-43%
SFL:=50%

EPRA Europe : =51 %

M SFL share price

B CAC 40

M SIIC index
EPRA Europe

Base 100 as of 31 December 2007
Data up to 31 December 2008

Sources: Euronext, Epra.

SFLs Articles of Association
were amended to extend

this arrangement to all share-
holders in the same tax
position as Colonial. However,
SIICs such as SFL enjoy a
competitive advantage, as they
are taxed on capital gains

at areduced rate.
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Cash flow, debt and NAV

In 2008, the contribution of our properties to EBITDA rose by more than 4%,
while debt increased by 10%. Profitable operations and tight control over debt

are among SFL’s strengths. To foster transparent communication with

shareholders, we publish information on the contribution of each property to
consolidated cash flow, a detailed breakdown of debt and the calculation of

adjusted net assets (NAV).

I - Contribution to results of operations

Contribution to consolidated EBITDA by property (in € thousands)

2008 contribution 2008 (€k)

Property

Beaubourg 62
Champs Elysées 90
LDE

Capucines

Edouard VII

Hanovre

Haussmann 63

Les Miroirs

Le Vaisseau

Michelet - Coface
Neuilly

Pavillon Henri IV

Prony 11
Prony-Wagram

Quai Le Gallo
Richelieu

Rives de Seine

Vigny

Velasquez
Washington-Plaza
Total, comparable portfolio
Cezanne St-Honoré
léna

Haussmann 104-110
Total acquisitions and new lets
Champs Elysées 82-88
Champs Elysées 92
103 Grenelle

247 St-Honoré

Total properties under renovation
Kléber 46
Malesherbes 19
Rome-Vienne

Other assets

Total sales

TOTAL CONTRIBUTION OF PROPERTIES TO

EBITDA

CORPORATE
TOTAL EBITDA

0.6%
0.5%
6.8%
1.3%
14.5%
0.9%
0.9%
57%
1.0%
7.7%
1.3%
0.3%
0.9%
2.5%
4.5%
8.9%
8.1%
0.7%
0.4%
15.9%
83.4%
10.2%
3.0%
2.4%
15.6%
1.5%
0.7%
-0.1%
-0.2%
2,0%
0.0%
0.1%
0.0%
-1.2%
-11%

100%

989
847
11,630
2,260
24,831
1,621
1,514
9,720
1,713
13,147
2,197
480
1,529
4,353
7,656
15,161
13,886
1,276
711
27,143

142,664

-1,803

170,964

17,142

153,822

2007 (€k)

521
882
20,107
2,116
23,471
1,601
1,436
8,754
1,634
12,591
2,787
429
1,355
2,924
7,347
14,270
13,105
534
374
25,619
141,856
13,376
1,120
1,176
15,672
2,521
3,339
-556
-622
4,681
867

-15,831
147,815

Comments

50% acquired in 03/2007
75% acquired in 10/2007
Let in 08/2007

2004-2010 renovation
2005-2011 renovation
Acquired in 07/2006, under renovation
Acquired in 07/2006, under renovation

Sold in 10/2007

Sold in 11/2008

Sold in 2005/2006
2008 Vauban dispute

The above table is presented in accordance with the recommendations of the EPRA Best Practice Committee.
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Il - Details of Debt
No new lines of credit were established in 2008.
DEBT AND RELATED HEDGES (in € millions)
B Used Unused
Description Company ErEEr s m Rate Hedge
HSBC/CALYON
3-month Euribor Swapped for 3.85% on €9.2m until
. 0, - |
(SFL share: 50%) PARCHAMPS 8,726 29-dec-09 +90 bps 29 December 2009
3-month Euribor Swapped for 3.85% on €10.12m until
PARHAUS 9,599 2ogceccs +90 bps 29 December 2009
3-month Euribor Swapped for 3.56% on €3.8m until
PARHAUS 3,858 29-dec-09 +90 bps 29 June 2009
3-month Euribor Swapped for 3.1250% on €15m until
PARHAUS TRAV 22,499 29-dec-09 +90 bps 29 December 2009
PARHOLDING 1,515 29-dec-09 8-month Euribor Not hedged
+90 bps
3-month Euribor Swapped for 3.85% on €2.3m until
PARCHAR 2,182 AL +90 bps 29 December 2009
3-month Euribor Swapped for 3.85% on €21.16m until
PARGAL 20,070 ZSacecl +90 bps 29 December 2009
68,447
. X 3-month Euribor ~ Swapped for 12-month Euribor (capped at
Syndicated loan SFL 200,000 S +40 bps 5.0850%) + 141.50 bps on €200m
. . L v Swapped for 12-month Euribor (capped at
(including €600m revolving facility) 200,000 26-jan-11 5.0850%) + 141.50 bps on €200m
X Swapped for 4.4325% on €200m until
200,000 26-jan-12 31 December 2010
600,000
3-month Euribor Swapped for 3.33% on €50m until
BANCOSABADELL SFL 50,000 28-feb-12 +60 bps 31 December 2010
X . " 1-month Euribor Swapped for 2.635% on €50m until
BECM (including €150m revolving facility) SFL 140,000 4-may-12 +40 bps 31 December 2010
Royal Bank of Scotland SFL 40,800 31-oct-13 3-m0ntrl Eslérlsssr Swapped for 3.89% on total amount
Deutsche Hypo 3-month Euribor
(including €50m revolving facility) SFL 30,000 22pcctyl + 55 bps Nelietgsel
LEASE FINANCING
. 3-month Euribor
131, Wagram SFL/FORTIS LEASE 46,005 15-june-09 +100 bps Swapped for 3.7850% on €34.15m
. 3-month Euribor
Quai le Gallo SFL/FORTIS LEASE 65,845 28-feb-12 +75bps Swapped for 3.7850% on €65.85m
Rives de Seine SFL/ELYBAIL 96,343 29-0ct-13 6-month Euribor Not hedged
+ 75 bps
208,193
OVERDRAFT FACILITY 35,394 0
TOTAL DEBT 1,172,834 30,000
ACCRUED INTEREST 6,601
CURRENT ACCOUNT ADVANCES 54,090
TOTAL DEBT including accrued interest and 1.033.525
current account advances
IMPACT OF IFRS (negative mark-to- 42,3190
market adjustments to hedges) ’
IMPACT OF DEFERRED RECOGNITION 1219
OF COMMISSIONS ’
DEPOSITS 16,501
TOTAL REPORTED DEBT 1,291,126
Average maturity of debt (excluding
impact of IFRS/current account advanc- 2.6 years
es/overdrafts)
Average spot cost of debt (after hedging
h 4.39%
and excluding current account advances)
Loan-to-Value 31.5% @

(1) Hedging instruments with a positive fair value are entered on the assets side of the balance sheet.

(2) LTV is determined before IFRS adjustments and without deducting treasury stock for the calculation of net debt.
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AVERAGE MATURITY AND COST OF DEBT

31 Dec. 2008 31 Dec. 2007

Average maturity of debt (excluding impact of IFRS) 2.6 years
4.4%

31.5%

3.7 years
5.3%
25.2%

Average spot cost of debt (after hedging)

Loan-to-Value

Ill - Strict control over risks

Faced with a challenging global environment, SFL is more commit-
ted than ever to the prudent management of financial risks.

3.1 Liquidity risk

For a number of years, SFL has staggered its financing needs over
time to ensure that sufficient funds are available in times of turmoil
when credit becomes more expensive or difficult to obtain. Despite
the sharp increase in financing margins, the average spread on our
total debt remains low, at 57 basis points. Two loans fall due in
2009: our finance lease on 131 avenue de Wagram for €45,767
thousand in June and joint-venture Parholding’s debt of €66,647
thousand in December. Although we still have undrawn lines of
credit, we are already working on rolling over existing facilities.

Our liquidity risk is also limited by our low loan-to-value ratio of
31.5%, which serves us very well in the current climate. At 31
December 2008, we had €60 million in undrawn credit lines,
including €30 million in confirmed facilities.

3.2 Counterparty risk

All financial instrument contracts are entered into with leading
financial institutions. These contracts concern either interest rate
hedges or the investment of available cash in money market funds.
We have not incurred any losses on money market funds or other
investments as a result of the current crisis and will continue to
invest in money market funds, which are not exposed to any risk of
aloss of capital. Our counterparty risk is minimal because available
cash is generally used to repay borrowings under our revolving
lines of credit and interest rate risks are hedged using conventional
instruments and strategies.

The rental deposits obtained from tenants offer protection against
the risk of rent default.

We consider that our exposure to counterparty risk on our opera-
tions is not material.

3.3 Market risk

Following the retirement of the US Private Placement Notes on 6
March 2007 and the unwinding of the joint hedge, we currently
have no exposure to currency risks. Where applicable, our strategy
is to hedge currency risks in full.

Unlike interest rate risks, we can hedge currency risks in full without
any negative interaction, thanks to the nature of our business.
Interest rate risks are clearly identified and monitored. We have an
information system that allows us to track changes in all financial
markets and calculate the fair value of our hedging instruments in
real time. The system enables us manage, quantify and analyse the
risks associated with changes in interest rates.

a/ Objectives and strategy

Our objectives and strategy consist of:

- Using only interest rate derivatives that qualify for hedge account-
ing under IFRS, such as plain vanilla swaps, caps and collars. No
derivative instruments are acquired for speculative purposes. No
useis made of hedging instruments with embedded written options,
which could jeopardise the Company if something happened to
disrupt the markets.

- Hedging most of our debt via plain vanilla swaps or caps. At 31
December 2008, 79% of our debt was hedged. Our hedge portfo-
lio comprised 56% plain vanilla swaps and 44% caps. In addition
to the unhedged portion of our debt, the use of caps in our hedging
strategy enables us to benefit from lower market rates. For exam-
ple, the current interest rate environment will enable us to fix very
low rates either by increasing our debt hedging ratio or by convert-
ing caps into plain vanilla swaps. We want to maintain control over
our finance costs and budget preparation, while seizing opportuni-
ties to actively and prudently manage our interest rate risk.

b/ Risk assessment

- The average spot cost of our debt after hedging stood at 4.39%
at 31 December 2008, versus 5.29% at 31 December 2007.

- A 100-basis point rise or fall in interest rates across the yield curve
would have the effect of increasing our borrowing costs to 4.87%
or reducing them to 3.91%, compared with 5.66% and 4.67%
respectively at 31 December 2007.

- As for the sensitivity of our hedging instruments at 31 December
2008, a 100-basis point increase in interest rates would lift their fair
value by €15,955 thousand (€20,643 thousand at 31 December
2007), while a 100-basis point drop in rates would reduce their fair
value by €16,273 thousand (€15,547 thousand at 31 December
2007).

IV - NAV and value creation

Independent valuations

The portfolio valuation carried out by AtisReal, Jones Lang Lasalle
and CBRE put the appraisal value of the portfolio at €3,477 million
excluding transfer costs at 31 December 2008, a decrease of 11%
compared with €3,909 million at the previous year-end.
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Based on a comparable structure and excluding properties undergo-
ing renovation, the portfolio’s appraisal value was down by 11.5%, as
follows:

AVERAGE APPRAISAL VALUES IN 2008

Excluding transfer
Year-on-year change
costs

Offices and parking spaces €7,988/sq.m. -13.7%

Retail €9,452/sq.m =

Residential €5,994/sg.m. -2.8%
Spot yield

The spot yield excluding transfer costs for the portfolio as a whole is
5.8%, calculated as follows: Spot yield = (passing rent + average
assumed rent)/(appraisal value including transfer costs + discounted
capex).

SPOT YIELDS
Offices 5.76%
Retail 5.83%
Residential 4.32%
Parking spaces 6.31%

APPRAISAL VALUES EXCLUDING
TRANSFER COSTS PER SQUARE METER

2008 APPRAISAL VALUES EXCLUDING TRANSFER
COSTS PER SQUARE METER " -
PORTFOLIO AT 31 DECEMBER 2008

Offices Retail

€/sq.m.

Residential
€/sq.m.:

Parking
spaces €/unit

€/sq.m.

Quter suburbs - 1,480 - -
La Défense 7271 - - 21,068
Paris 5/6/7 9,700 - - 40,000
Paris Marais 6,871 7,042 - 18,342
Paris Rive Gauche 8,255 - - 31,539
central Business 8,321 10,207 5994 32,771
District

Western Paris Business 4,955 6,921 B 14,964

District

2007 APPRAISAL VALUES EXCLUDING TRANSFER
COSTS PER SQUARE METER " -
PORTFOLIO AT 31 DECEMBER 2007

Offices Retail ESGERE]] Parking
€/sq.m. €/sq.m. €/sq.m.: | spaces €/unit

Quter suburbs - 1,552 -

La Défense 8,676 - - 25,806
Paris 5/6/7 8,901 4,292 - 34,800
Paris Marais 6,639 8,802 - 33,033
Paris Rive Gauche 9,890 - - 37,106
gentral Business 9,888 10,408 6,337 32,897
District

Western Paris Business 4,852 9,077 B 26.236

District

(1) Based on independent valuations.
(2) Resulting from changes in both portfolio structure and market values.

Change in NAV

At 31 December 2008, NAV excluding transfer costs stood at
€2,191 million or €471 per share, a decrease of 19.86% over the
previous year-end. NAV is calculated before and after transfer
costs, on a fully diluted basis, with financial instruments marked to
market. The entire portfolio is valued at 6-monthly intervals, in
December and June. The portfolio valuations are carried out by
AtisReal, Jones Lang LaSalle and CBRE, using the discounted
cash flows, capitalised net revenue or comparable transactions
methods.

NAV PER SHARE

Diluted NAV excluding transfer costs 2,191 2,734 2,283
Transfer costs 195 223 191
Diluted NAV including transfer costs 2,386 2,958 2,474
Diluted number of shares (thousands) 46,529 46,529 43,104
Diluted NAV/share excluding transfer costs €471 £58.8 £53.0
Diluted NAV/share including transfer costs €51.3 €63.6 €574

YEAR-ON-YEAR CHANGE @

_m ReSidentiaI
spaces

Outer suburbs - -5% -

La Défense -16% - - -18%

Paris 5/6/7 9% -100% - 15%

Paris Marais 4% -20% - -45%

Paris Rive Gauche -17% - - -15%

Central Business

- 169
District 16%

-2%

Western Paris Business

- 0,
District 12%

-29% -
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PORTFOLIO AT 31 DECEMBER 2008

i Surface area Offices Retail
fotatportiolio at 31 Becember 2068 _ (GI‘OUP ST, sq.m.) (useable area, sq.m.) (useable area, sq.m.) -

Owned properties 343,329 229,320 26,062
Properties under finance leases 65,662 57,466 0
Properties currently for sale 14,796 12,240 549
Properties acquired off plan 5,869 4,159 893
Properties sold during the year 1,484 1,086 0
Total at 31 December 2008 431,140 304,271 27,504
TS Surface area Offices Retail
prop (Group share, sq.m.) (useable area, sq.m.) (useable area, sq.m.)
LDE-LDA 47,801 28,219 7,090
st rue de Richelieu 38,207 24,392
st 247, rue Saint-Honoré 22,024
2nd 6, rue de Hanovre 4,761 3,003
7h 103, rue de Grenelle 18,403 16,749 131
g Washington Plaza (66%) 31,084 26,275 303
8th 104/110, boulevard Haussmann (50%) 6,718 5,842 396
8 Galerie des Champs-Elysées (50%) 2,831 2,831
8 90, avenue des Champs-Elysées (50%) 3,018 3,018
8th 92, avenue des Champs-Elysées 7,641 4,209 3,396
8ih 1 a6, rue Paul Cézanne 29,021 24,411 1,849
gt Edouard VIl 54,119 28,112 7,331
gt 12, boulevard des Capucines 2,243 2,243
16t 96, avenue d'léna 8,858 7,296
Neuilly-sur-Seine 176, avenue Charles de Gaulle 7,381 5,621 492
Puteaux 12, cours Michelet - Tour Coface 28,418 26,716
La Défense 18, avenue d'Alsace - Les Miroirs 19,874 19,432
Issy-les-Moulineaux 39-51, rue Pierre Poli 6,332 6,026
Saint-Germain en Laye 21, rue Thiers - Pavillon Henri IV (hotel) 4,596
Total 343,329 229,320 26,062
Properties under finance leases SIREED (e Ciiies Betal
P (Group share, sq.m.) (useable area, sq.m.) (useable area, sq.m.)
12th quai de la Rapée 22,670 19,362
17t 131, avenue de Wagram 9,186 7,100
Boulogne Billancourt 46, quai Le Gallo 33,806 31,003
Total 65,662 57,466
Properties currently for sale (part Surface area Offices Retail
unsold at 31 December 2008) (Group share, sq.m.) (useable area, sq.m.) (useable area, sq.m.)
62, rue Beaubourg 3,810 3,060
8ih 6, avenue Vélasquez 1,483 1,360
8ih 63, boulevard Haussmann 2,998 2,660 168
8ih 5, rue Alfred de Vigny 3,845 2,639
8 116t Saint-Augustin 0
8ih 1, rue de Stockholm 0
16t 38-44, avenue Bugeaud 0
17t 11, rue de Prony 2,661 2,521
Total 14,796 12,240
PO i ey Yo Surface area Offices Retail
P q P (Group share, sq.m.) (useable area, sq.m.) (useable area, sq.m.)
17t Prony Wagram 5,869 4,159
Total 5,869 4,159 893

For reference:

Properties sold during the year Surface area Offices Retail
P 9 ¥ (Group share, sq.m.) (useable area, sq.m.) (useable area, sq.m.)

19, boulevard Malesherbes (50%) 1,484 1,086
Total 1,484 1,086 0
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Hotels Cinemas/Theatres Residential St:;f‘;fﬁ:l::ﬁn;s;u“rg Common areas and Parking spaces 2008 rental revenue
(useable area, sq.m.) (useable area, sq.m.) (useable area, sq.m.) am. other (sq.m.) (number) (100% basis, €k)

23,913 8,019 4,570 29,767 21,678 2538 148,276
0 0 0 5,492 2,704 915 26,477
0 0 0 707 1,300 83 6,466
0 0 179 0 638 26 0
0 0 331 68 0 23 291
23,913 8,019 5,080 36,034 26,319 3,585 181,510

Hotels Cinemas/Theatres Residential At re el Common areas and Parking spaces 2008 rental revenue
archives and stock o A
(useable area, sq.m.) (useable area, sq.m.) (useable area, sq.m.) Sy other (sq.m.) (number) (100% basis, €k)
234

3,929 8,563 12,279

5,095 8,720 94 15,558

16,319 5,705 2
61 1,697 1,575

1,623 100 7

2,979 1,627 433 26,859

480 51 4,262

130 3,132

1,081

36 1,894

1,257 1,504 125 17,820

3,125 8,019 4,509 3,023 509 28,700
2,310

1,202 360 262 4,454

426 842 145 2,675

1,702 235 13,478

442 220 9,842

306 1,756

4,469 127 528
23,913 8,019 4,570 29,767 21,678 2,538 148,276
Hotels Cinemas/Theatres ESGENE]] Om::?:‘?::&:ur: Common areas and Parking spaces 2008 rental revenue
(useable area, sq.m.) (useable area, sq.m.) (useable area, sq.m.) other (sq.m.) (number) (100% basis, €k)
3,118 190 14,138

1,100 986 124 4,465

1,275 1,528 425 7,873

0 5,492 2,704 915 26,477

Hotels Cinemas/Theatres ESGERTE]] Om::?:rl::&ﬁ:: Common areas and Parking spaces 2008 rental revenue
(useable area, sq.m.) (useable area, sq.m.) (useable area, sq.m.) other (sq.m.) (number) (100% basis, €k)
119 1,043

123 3 721

170 1,558

124 1,082 12 1,599

10 0

15 0

1 0

41 99 24 1,544

0 1,300 6,466

Hotels Cinemas/Theatres Residential om:?r?rl:sah':‘jﬁ:g Common areas and Parking spaces 2008 rental revenue
(useable area, sq.m.) (useable area, sq.m.) (useable area, sq.m.) -~ other (sq.m.) (number) (100% basis, €k)
179 0

0 0 179 0 638 26 0
Hotels Cinemas/Theatres Residential Om:?r?rl;r:&m'z Common areas and Parking spaces 2008 rental revenue
(useable area, sq.m.) (useable area, sq.m.) (useable area, sq.m.) other (sq.m.) (number) (100% basis, €k)
331 291

0 0 331 68 0 23 291
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Stock Market
SFL shares are quoted on NYSE Euronext Paris
ISIN code: FRO0O00033409
Reuters: FLYP.PA
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Website
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Phone: + 33 (0) 1 42 97 27 00

Investor Information
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downloaded from the Company’s website. Printed versions will be sent on request.
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