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Employee Relations Commitment

| EMPLOYEE RELATIONS COMMITMENT

PSA Peugeot Citroén employee relations and human
resources policies seek to align business performance and
personal growth by fostering a sense of community built on
the strong shared values of open dialogue, solidarity and
respect for people in all their diversity.

The Group is committed to growth founded on socially-
responsible principles and practices, consistently applied in
every host country and business around the world.

In recent years, this commitment has been the source of
innovative employee relations practices in all of the host
countries. 2005 was especially rich in this regard, notably

in the area of corporate social responsibility. The year's

achievements reflected the sustained implementation of

policies shaped by four major principles:

- ongoing, revitalized social dialogue in every country, involving
employees and employee representatives in their company’s
progress,

- active hiring policies to attract the finest talent and skills,

- a total compensation policy linked to corporate earnings,

- flexible organizations adapted to the company's challenges
and a commitment to continuously improving working
conditions.

SUSTAINABLE INNOVATIONS IN EMPLOYEE RELATIONS

PRACTICES

The Group’s commitment to respecting fundamental human
rights and socially-responsible practices that conform to
ethical standards and address the broader challenges of
modern society has been formalized and embraced at the
highest levels of the organization.

7/ A GLOBAL COMMITMENT TO SOCIAL
RESPONSIBILITY

In 2005, negotiations were initiated concerning the Group's
worldwide corporate social responsibility commitments. On
March 1, 2006, a global framework agreement on social
responsibility was signed with the International Metalworkers'
Federation (IMF) and the European Metalworkers’ Federation
(EMF), covering their nearly 85 member organizations. It will
also be signed by unions in the major host countries.

Given the increasing globalization of the Group's business base,
this initiative underscores a commitment to deploying best
human resources management practices in every subsidiary
around the world. The agreement also expresses the Group's
commitment to fundamental human rights and to requiring
similar commitments from suppliers. It further covers
PSA Peugeot Citroén’s contribution to economic and social
development wherever the Group does business by using local
human resources to fill vacant positions whenever possible.
And lastly, under the terms of the agreement, the European
Works Council will be expanded to become a Global Council,
which will monitor the effective application of these measures.
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Among the key objectives of the agreement are the following:

- Support and respect for human rights, in particular
freedom of association, the right of workers to form and
join the labor unions of their choice, the elimination of all
forms of forced and compulsory labor and the abolition of
child labor. While the agreement sets the minimum age for
access to employment at 18, it lowers this age to 16 in
countries whose education systems have not achieved
sufficient levels of development and calls for different types
of employment contracts to support young people with
vocational training while they are still in school.

- Avoid complicity in human rights abuses.
PSA Peugeot Citroén condemns all infringements of respect
for individual rights and dignity, verbal or physical abuse and
harassment. This type of behavior is liable to sanctions and
specific measures have been drawn up in every country to
prevent it.

Apply and promote best practices in human resources,
especially in the areas of social dialogue, safety, working
conditions and health, compensation, training, employment
of women, recognition of skills and social protection. In
particular, the agreement calls for efforts to ensure that
working conditions meet the highest international standards
in every host country. A profit-sharing system linked to
company performance has also been set up and includes
all employees.



- Apply equal opportunity practices on a global scale.
This is an area where PSA Peugeot Citroén has been a
pioneer in several countries in Western Europe, especially
in promoting jobs for women and developing a diversity of
skills, with the signature of agreements with all of the labor
organizations in 2003 and 2004.

- Make respect for human rights a decisive criterion in
the selection of suppliers. Suppliers, subcontractors,
industrial partners and dealers will be informed of the
agreement’s human rights principles to ensure compliance.

- Fight against all forms of corruption. The Group has agreed
to raise employee awareness of this issue through various
communications campaigns and/or training programs.

- Expand the European Works Council to include labor
union representatives from all subsidiaries with over
500 employees worldwide.This Council, which includes
the Group Works Council as provided for by French
legislation, was extended in 2003 to all the countries in the
European economic space and in 2006 to the Mercosur
region, with representatives from Argentina and Brazil. The
expanded European Works Council will provide a forum for
dialogue and discussion concerning the Group's international
strategy and development.

Immediately applicable to the entire consolidated Automobile
Division, the framework agreement is being extended to the
finance, transportation and logistics divisions in all the Group’s
host countries. It will be implemented through national action
plans defined in cooperation with labor organizations and
reviewed every three years to monitor effective application.

These commitments are an extension of the Group's support
for the United Nations Global Compact. On April 9, 2003, it
pledged to adhere to and promote the Compact's ten
principles, which are based on the Universal Declaration of
Human Rights, the International Labor Organization's
Declaration on Fundamental Principles and Rights at Work,
the Rio Declaration on Environment and Development and
the United Nations Convention Against Corruption.

These commitments are also in line with the Group's Ethics
Charter, which has been distributed to all employees in
French, English, Spanish, Portuguese, German and Chinese
versions. It provides a common set of fundamental reference
points that every executive, manager and employee must
refer to and comply with in all circumstances. Every new
employee attends a course on the Charter as part of his or
her orientation program. Training in human rights issues is
also provided for employee representatives, managers and
security officers as part of the diversity and equal opportunity
agreements.
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Internal and external control procedures have been
implemented to ensure efficient application of these principles.

71 SUPPORTING DIVERSITY AND EQUAL
OPPORTUNITY

In 2005, the Group demonstrated its commitment to diversity
and equal opportunity with a series of practical initiatives with
measurable results. All the measures called for in agreements
on diversity and social cohesion signed in 2004 in France and
Argentina were implemented. These agreements were
expanded in 2005 with the signature of agreements in Spain
to protect women who are victims of spousal abuse and in
France to develop career opportunities for the disabled.

In addition to complying with legislation, PSA Peugeot Citroén
applies and promotes best practices in the fight against
racism, xenophobia, homophobia and, more generally, any
and all forms of intolerance towards people who are different.

Ensuring equal opportunity and treatment
in hiring and career development

More than a year after the signature of the agreement in
France, results in every area are in line with objectives and
commitments.

Of the 932 engineers and managers hired in 2005, 232 were
women, 61 were non-French nationals, 63 were visible
minorities and 15 came from underprivileged urban areas.

These results reflect extensive programs to heighten
awareness and initiatives in the area of hiring, including
simulation-based hiring procedures, a new best practices
guide for recruiters, testing by France's anti-discrimination
oversight agency and trials using anonymous résumes.

In line with the commitments made in the agreement,
a system was introduced to statistically track career
development and compensation. The resulting data provide
efficient indicators both for managers and for the equal
opportunity and diversity committees set up on the sites and
at corporate level. For operators and supervisors, statistics
show that at the end of 2005, individual raises and promotions
were awarded in at least the same proportions as the different
categories tracked across the organization, e.g. women, non-
French nationals, employees over 50, disabled people, etc.
For the second year in a row, women managers received
more raises than their male counterparts, with 57.3% of
women managers receiving above-average raises, compared
with 49.5% of male managers.
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The joint labormanagement diversity and equality research
group, comprising representatives of the six signature unions,
met on April 27 and October 14, 2005. It is tasked with
overseeing effective application of the principles and
measures defined in the agreement and ensuring that
objectives are achieved. It can also make further proposals
for actions and is supported, on each site, by local equality
and diversity committees.

The agreement also included major provisions concerning
communication and training to prevent discrimination and
improve management of diversity. Nearly 8,000 hours of
training were provided in 2005 and 50,000 copies of the first
brochure addressing these issues were distributed to
employees.

Making gender equality a corporate strength

Two years after the signature of the French agreement on
the employment of women and gender equality, the tracking
committee met several times to review the continuous
progress being made in this area.

The percentage of women employees continues to rise,
reaching 41,000 across the Group, or 19.8% of the workforce,
compared with 17.6% in 2002. The steady gains are being driven
by affirmative action policies for women, who now represent
25% of new hires worldwide. In France, women accounted for
25.6% of new hires in 2005, compared with just 11.5% in 1999.

Another essential component of the Group’s human
resources strategy is a commitment to equal pay and
identical career paths for both men and women, so that raises
are awarded in the same proportions as the percentage of
men and women in the workforce and promotions are offered
in the same proportions as the percentage of men and
women in a given job category. As in 2003 and 2004,
in 2005, the average monthly salary in every job category
was the same for men and women with the same grade or
job classification.

In addition, a number of innovative employee services have
been introduced or tested to assist employees in achieving
a better work-life balance, such as flexible working hours,
on-site daycare centers and guides to maternity benefits.

In January 2005, the Group's commitment to gender equality
earned it France's first “Equal Opportunity Employer” label,
created by the Ministry of Gender and Professional Equality.
These Automobile Division practices have been extended to
Bangue PSA Finance and Peugeot Motocycles, both of which
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concluded agreements in 2005 to promote the employment
of women and improve equal opportunity.

Offering the disabled fulfilling employment
opportunities

In France, an agreement on the social and professional
integration of disabled persons was signed with five labor
organizations on September 22, 2005.

It extended prior agreements that supported the development
of policies to help disabled employees retain their jobs,
prevent disabilities and enable the disabled to play a
productive role in the workplace. The new agreement is also
part of broader initiatives to promote diversity and equal
opportunity within the organization.

In particular, it is focused on the following objectives:

- Encourage the integration and recognition of disabled people
in the Group, with the aim of having a percentage of disabled
employees that exceeds legal obligations.

- Enable disabled employees to retain their jobs by adapting
workstations and the way work is organized.

- Provide support and guarantees to beneficiaries of the
agreement, concerning career development, training
opportunities, access to facilities and work areas and the
organization of working hours.

- Pursue initiatives to support disabled people who are not Group
employees by offering internships and work-study programs
and by pursing partnerships with sheltered workshops.

- Prevent disabilities on the job by guaranteeing workplace
safety, continuing to improve workstation ergonomics and
pursuing workplace health initiatives.

These policies are being consistently and uniformly applied
in every host country, and today, nearly 6,300 people with
disabilities are using their skills and dedication to drive the
Group's performance around the world.

In the Automobile Division in France, including sheltered
workers under contract, 9.5% of employees are classified
as handicapped, compared with the 6% national rate that
businesses are encouraged to reach.

On December 22, 2005, a partnership agreement was signed
with Argentina’s Labor Ministry to ensure that the Group's
recent-year advances in integrating disabled people will be
sustainable. The Ministry also presented PSA Peugeot Citroén
Argentina with a special award, officially recognizing the
Company’s commitment to workplace diversity.



7/ A FURTHER IMPROVEMENT
INWORKPLACE SAFETY IN 2005

PSA Peugeot Citroén believes that the only acceptable target
is an accident-free workplace in every host country and that
one of its most fundamental responsibilities is to guarantee
the physical health and safety of its employees. This is why
the Group nurtures a strong safety culture across the
organization, with a number of strict safety programs
undertaken in recent years.

The lost-time incident frequency rate stood at 3.11 in 2005,
for a target of 3.70. The rate covers manufacturing, service and
R&D operations worldwide, as well as, for the first time,
dealerships in France. It marks a significant improvement for
the third year in a row, with a 24% decline in 2005 alone.

These excellent results reflect a focused process underpinned
by safety policies that are clearly articulated by senior
management and designed to encourage active involvement
of stakeholders across the organization and to shift workplace
safety management towards preventive measures. All
of these initiatives are being implemented as part of an
integrated Workplace Safety Management System.

In 2005, prevention and safety improvement actions were
extended to most Peugeot and Citroén sales subsidiaries in
France as well as to all of the international sites, driving a
50% decline in the number of accidents at the French sales
units during the year.

Most of the host countries also reported improvements, with
the Buenos Aires facility, for example, turning in the best
performance of any assembly plant, with a 56% decline in
the lost-time frequency rate to a record 1.30.

Prevention initiatives in the Gefco logistics division are being

deployed by a two-tiered organization:

- the corporate organization is dedicated to improving working
conditions, health and safety and to introducing prevention
standards,

- country organizations are responsible for applying corporate
prevention policies. Safety officers have also been appointed
in the agencies.

In 2005, PSA Peugeot Citroén achieved one of the best safety
records in the metalworking industry, whose lost-time
frequency rate stood at 27.7 in 2004.

The 2006 lost-time incident frequency rate target has been
set at 3.7, including all of the marketing subsidiaries
worldwide.
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7 FULFILLING CAREER DEVELOPMENT
ASPIRATIONS WITH A NEW APPROACH
TO MANAGING SKILLS

The in-depth, global study on “Human Resources Perfor-
mance"” conducted in 2004 by the Human Resources and
Employee Relations Department led to the introduction in
2005 of a career management process based on job tracks,
designed to identify the skills required for the Group's
development and to meet employee expectations for more
personalized career management. This forward-looking skills
mapping system enables the Group to anticipate the
expertise required as markets, technologies and the
competitive landscape change.

Job tracks are “skills communities” characterized by the
methods, tools and languages common to each job in a given
track. They are designed to be cross-functional and global,
stretching horizontally across operations and countries. There
are three fundamental advantages to this approach:

-The Group is able to prevent any shortfall in skills and ensure
an optimum match between employees and jobs, while
sustaining employee motivation and encouraging the
emergence of leadership.

- Managers are able to propose clear career paths to their
teams, train them using the right resources, plan for future
needs, and ensure the availability of skilled people to fill key
positions at their units.

- Employees are able to take control of their personal career
itineraries thanks to better visibility of the skills required by
the Group and their ability to offer or acquire them.

22 job tracks have been identified, each overseen by high-
level line managers. Of these, 18 were launched in 2005,
with the others set to come on stream in first-quarter 2006.

Another development in 2005 was the signature in France of
an innovative agreement on career development for production
operators, so that their job opportunities are also based on
their skills and expertise. The agreement is intended to adapt
management principles to changing production processes
and organizations, while clarifying the conditions and criteria
for career advancement. It also provides a framework for the
Group to support the development of the 21,000 operators
hired in France over the past five years, in particular by
addressing the expectations of younger employees.

The agreement encourages career development by setting
clear and objective rules. The skills that must be mastered
for each grade are described in reference guidelines for each
job and validated individually by the employee’s manager in
actual working situations.
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Initiatives in 2006 will examine possible broadening of this
approach to include skilled workers, clerical staff, technicians and
supervisors, as well as its extension to operations outside France.

7 A MORE EXTENSIVETRAINING POLICY

At a time of fast-paced change in the skills required by the
automobile industry, the Group is revamping its training
process with the goal of maintaining each employee’s
employability and increasing the training budget. This fresh
momentum is strengthening the Group's role in addressing
its social responsibilities and promoting diversity.

Average hours of training per employee in 2005
(Consolidated Group, excluding Faurecia)

Rest of Outside Average
France Europe Europe worldwide
21.7 40.2 69.7 28.7

Agreement on career-long learning

On April 15, 2005, PSA Peugeot Citroén management signed

an agreement with all of its trade unions concerning careerlong

career training opportunities, with five main objectives:

- help young people in their initial job experience,

- help employees adjust to changing techniques, job skills
and organizations,

- enable employees to directly shape their career itineraries,

- encourage the transfer of knowledge between generations,

- ensure equal opportunity access to training.

A revitalized training program in 2005

The training program has been revised to respond to
employee needs under the new organization by job tracks
and skills clusters. The new curricula enable employees to
acquire the capabilities needed for their work, with access
to all the courses related to their job track. Starting in 2006,
they will also be able to attend programs to acquire related
skills from other job tracks.

Some 4.4 million hours of training were provided in 2005,
a nearly 13% increase from 3.9 million in 2004. In the
Automobile Division (excluding marketing subsidiaries),
451 employees earned professional certification in metal-
working during the year.

Outward-facing management training

PSA Peugeot Citroén fosters a management culture aligned
with its business environment that is a source of competitive
advantage in the global marketplace. The importance of
this culture was reaffirmed in 2005, when a new training
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curriculum was created for experienced managers, orientation
programs for new managers were revamped and supervisor
training was expanded. Management training helps to
develop an outward-facing mindset and instill the skills
needed to steward change and demonstrate leadership at
every level of the organization.

7 NEW INITIATIVES TO TRAIN YOUNG
PEOPLE AND BRINGTHEM INTO
THE WORKFORCE

Bringing young people into the workplace is a serious
social issue in all of the Group’s host countries. Because it
is keenly aware of the need to offer young people
job opportunities to help them gain work experience,
PSA Peugeot Citroén has created orientation courses
and work/study programs leading to certification.

In France, after ratifying a new apprenticeship charter
applicable to large companies, on September 29, 2005, the
Group signed a national framework agreement with the
National Employment Agency and the Ministry of Labor covering
the hiring of young people under a special skills acquisition
contract. Nearly 2,300 young people participated in Group
work/study programs during the year, while 3,000 apprentices
worked in the two marques' dealerships and customer service
centers. The goal is to double the number of apprentices in
the Automobile Division in France between 2004 and 2009.
At the same time, more than 140 integration programs were
implemented in 2005 for disadvantaged people who are often
excluded from the workplace.

Work/study programs encompass all levels of training,
integrating young people with or without prior qualifications.
In 2005, 44% of the apprentices were working towards
high-school level vocational degrees.

Regardless of their level, however, the work/study programs
enable apprentices to accelerate their skills development.
Based on mentoring, they offer young people a practical
pathway to acquiring both classroom knowledge and the
skills they need for job proficiency.

In addition to training programs, PSA Peugeot Citroén
emphasizes formal recognition of skills through professional
certification.

Wherever feasible, the Group works with local institutions
to develop curricula to teach the skills required by the
automobile industry. A good example is Algeria, where
Peugeot has teamed with the Vocational Training Ministry
and France’s Ministry of Education to lay the groundwork
for a national automotive vocational degree.



In Poland, Gefco has signed a large number of agreements
with higher education establishments, such as the Warsaw
and Wroclaw Technical Academies, the Universities of
Warsaw and Poznan, and the International School of Transport
and Logistics in Wroclaw.
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In Brazil, Peugeot Citroén Brazil and the National Education
System for Industry (SENAI) renewed a training cooperation
agreement first signed in 1999, extending it through May
2009. With support from PSA Peugeot Citroén, SENAI
facilities will be used to provide training in automotive skills
for employees of the Porto Real production center.

EMPLOYEE RELATIONS POLICIES INSPIRED

BY FOUR STRATEGIC PRINCIPLES

Throughout 2005, the Group pursued its long-standing
commitment to the four strategic principles that underpin
positive employee relations.

7 SOCIAL DIALOGUE CAPABLE OF DRIVING
LASTING INNOVATION

Supporting open dialogue with employee
representatives

Each year, negotiations cover a wide variety of issues, leading
to formal agreements with employee representatives.

More than 50 agreements were signed worldwide in
the Automobile Division in 2005, including 12 in France.
They primarily concerned compensation, skills and career
development for production workers, payment of short-time
work and its determination on a multi-annual basis, career
long training, introduction of a new defined contribution
retirement plan, healthcare coverage, social and professional
integration of disabled people, accounting of actual hours
worked, organization of working hours and vacation leave.

Social dialogue policies are based on relations with inde-
pendent labor organizations. In every country, employees
who work in production facilities, service units and major
dealerships are represented by unions or by representatives
elected by employees.

Agreements on the exercise of union rights define specific
measures to guarantee the absence of any anti-union
discrimination. They provide unions with the resources
to carry out their role in complete independence. The
basic principles of social dialogue were established in France
by a June 2001 agreement on union rights that was signed by
all the labor organizations. An agreement on the exercise of
union activities and worker representation was signed in Spain
in January 2004 by all the unions. Several agreements have
also been signed in Argentina on the structuring of the relations
between the company and the union (notably agreements
on union rights dated March 30, 2001, and July 18, 2002).

The global corporate social responsibility agreement signed
on March 1, 2006, reiterates these fundamental principles —
that PSA Peugeot Citroén is open to union activities; that it
recognizes, everywhere in the world, the legitimacy of unions
and the right of employees to form the labor organizations of their
choice; and that it is committed to respecting the independence
and pluralism of trade unions (ILO Agreement no. 87).

Recognizing unions and collective bargaining, promoting equal
opportunity, nurturing human capital and making workplace
safety and working conditions a top priority are all fundamental
components in PSA Peugeot Citroén’s strategy to secure its
sustainable growth and enhance its competitiveness.

European employees are represented by the European Works
Council set up in 1996, whose role, resources and European
membership were expanded by the October 23, 2003,
agreement. PSA Peugeot Citroén's global framework
agreement on corporate social responsibility calls for further
expansion of the European Works Council to include labor
representatives from Argentina and Brazil.

Informing and listening to employees

Employees are provided with a wide variety of detailed
information through corporate newsletters, posters, intranet
sites and other media. Brochures are regularly distributed to
employees to keep them informed of the Group’s human
resources policies. Examples include a brochure to raise
awareness of the importance of respecting diversity and
differences, and another on the integration of disabled people.

Internal opinion surveys have been carried out in the Automobile
Division in France every year since 1998. In 2005, when
2,800 employees were interviewed by the TNS Sofres public
opinion firm, the findings highlighted the Group's good working
environment, with employees responding positively to questions
about their work, social dialogue, diversity policy and the Group
in general. They also felt that their management was aligned
with their concerns. In recent years, the level of satisfaction
has been higher than the Sofrés global and French benchmarks.
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Encouraging employee participation

PSA Peugeot Citroén believes that employees are an
invaluable source of potential expertise, experience, initiative,
progress, innovative ideas and just plain common sense.
A number of participatory management programs are
therefore in place to encourage individuals and teams to
contribute to the continuous improvement in the Group'’s
working conditions and organizational practices.

As part of this commitment, production sites worldwide are

organized into Basic Production Units, in order to drive

efficiency gains by:

- stimulating and leveraging every team member’s full
potential,

- enabling people to understand the purpose of their jobs,
their team’s mission and their contribution to objectives,

- enhancing individual and team capabilities, to improve the
BPU's ability to carry out its mission,

-consistently expressing, on the job, every day,
PSA Peugeot Citroén's strategic vision for its manufacturing
operations.

The BPU is a team with a single manager, a mission and a
mode of operation based on structured participative
management practices and direct interchange with partners.

To meet its objectives, the BPU prepares a List of

Improvement Actions whenever difficulties are encountered.

These actions can take a variety of forms:

- individual initiatives, like the “Déclic” suggestion system
or a personal project,

- team efforts, such as improvement groups and 5S initiatives,
- cross-functional projects, such as improvement-sharing
agreements and partnership contracts.

All operators, including those with fixed-term or temporary
contracts, are actively encouraged to submit comments and
ideas for improvement as part of the Déclic system, which
seeks to remedy a defined issue with solutions that can be
efficiently replicated to drive sustainable progress. In 2005,
in the Automobile Division plants in France, more than
240,000 Déclic suggestions were submitted and 85% of
the total average production workforce submitted at least
one idea. Implementation of suggestions resulted in over
€5.8 million in awards to participating employees.

7 ACTIVE HIRING POLICIESTO ATTRACT
THE FINESTTALENT AND SKILLS

Dynamic job creation

PSA Peugeot Citroén’'s growth and innovation strategy
has led to the creation of many new jobs around the world.

The Group currently has 208,500 employees worldwide.
Growth in the workforce has meant the hiring of nearly
100,000 people under permanent contracts over the past
six years. Close to 15,700 new employees were hired in 2005,
resulting in the net creation of nearly 1,500 new jobs
worldwide.

Employees by Business and Region at December 31, 2005

France Rest of Europe Outside Europe Total
Automobile Division 99,490 33,885 6,680 140,055
Bangue PSA Finance 880 1,415 75 2,370
Gefco 5,285 3,625 460 9,370
Faurecia 18,800 25,225 10,930 54,955
Other businesses 1,605 40 105 1,750
Total 126,060 64,190 18,250 208,500

An almost 26% increase in the workforce
over the last six years

The total number of employees has increased by nearly 26%
in the past six years.

The workforce is increasingly international, with more than
82,440 people, or 40% of the total, working outside France
at the end of 2005. This represents a 190% increase from
just 28,400 in 1998. There are now employees of 100 different
nationalities.
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The educational background of people hired is extremely
diverse, since the Group offers job opportunities both to
people with considerable educational qualifications (18.9%
have completed five years of higher education) and to those
who have little or no professional qualifications. In 2005
in France, for example, the Automobile Division recruited
nearly 640 people without degrees, representing 21.4% of
new hires under permanent contracts.



Net jobs created, 2001-2005

Excluding acquisitions and disposals, close to 30,000 jobs have been created over the past six years, of which nearly
15,500 in the Automobile Division.

Net jobs created, 2001-2005

Workforce at
December 31, 1999

Net jobs added through
acquisitions, less disposals
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Workforce at
INEYglel o YeiEICel December 31, 2005

Worldwide except France 50,330 11,405 20,710 82,445
France 115,465 1,800 8,790 126,055
Worldwide 165,795 13,205 29,500 208,500

An evolving job category structure

The job category structure has changed over the past six
years. Although the aggregate number of operators has
remained stable, the percentage of operators in the workforce
has declined from 61.2% in 1999 to 56.7% in 2005, while
the proportion of managers has risen from 11.3% to 16.5%.
The percentage of technicians and administrative staff has
remained stable at 27%.

Responsibly managing fixed-term contracts
to meet temporary surges in demand

Average number of temporary workers
per month Automobile Division France

10,459 10,499
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Fixed-term employment contracts are used to adjust the
workforce to meet fluctuations in demand, manage new
product launches, prepare for capital programs and the related
productivity gains, replace employees taking unexpected
leave, and respond to industrial events, like the start-up of
a new workshop.

Over the past four years, however, the Group has undertaken
to reduce the use of temporary workers. In 2003, a charter was
signed with seven temporary employment agencies to govern

the hiring of temporary workers in France. Regular audits
are carried out to ensure compliance across the organization.

Continuously enhancing skills and nurturing
human capital

In 2005, the Employee Relations and Human Resources
Department implemented a new approach to individual career
management, to deliver more efficient responses to the
expectations of its internal customers. Human resources
managers have been replaced by “career advisors’, to
underscore their dual role in advising both management, in
managing their teams, and employees, in pursuing their
personal and professional growth. This initiative has also led
to the introduction of a career management process based
on job tracks that makes it possible to identify needs within
each of the main skills clusters and meet employee
expectations for more individualized career management.

Actively-managed, open-ended careers

The vast array of jobs available within the Group provides
employees with attractive paths to career advancement. More
than 5,000 managers — nearly one in four — changed jobs in
2005. This type of mobility encourages the development of
new capabilities and offers employees the opportunity to
advance in new positions. Around 17% of employees are
promoted or change job categories every year, while 30% of
managers have come up through the ranks.

In 2005, access to job openings posted on the Intranet by
the Employee Relations and Human Resources Department
was extended to all employees across the Group, in particular
by setting up terminals in several Automobile Division
production units for employees without computer access.
This wider access to job openings is contributing to equal
opportunity in job mobility, thereby opening channels to
personal advancement.
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“Careers committees” have also been set up to identify
individual skills and potential for development and to help
optimize career itineraries and future staffing needs across the
organization.

Managing skills and human resources
internationally

The Group focuses on developing local skills first, assigning
expatriates only on an as-needed basis to contribute expertise
or serve in management positions. In 2005, 695 employees
took up foreign postings and 3,000 had a long-term assign-
ment outside their country of origin.

Preparing and developing tomorrow’s
capabilities through career-long training

The training priorities defined by the Group’s strategic plan
focus on safety, quality and workstation skills, with the goal
of meeting the following key objectives:

- maintain and enhance skills required for a position or
function, with an emphasis on skills deemed critical to
the organization,

- ensure the constant employability of employees,

- prepare employees for promotions, transfers or retraining
and support them during the process,

- facilitate certification of new job skills and enable employees
to broaden their job capabilities,

- encourage and support the emergence of new management
practices,

- leverage training to ensure the success of priority projects
and, more generally, to contribute to the Group'’s performance.

Addressing the career development
expectations of young employees and sustain
the motivation of older employees

Extensive hiring in recent years means that one of the
priorities of the skills and career management process is to
lay the foundations for career advancement by young
employees. At the same time, the Group has begun
discussions and implemented programs on employing and
motivating older employees, in a commitment to guaranteeing
equal opportunity and treatment, regardless of age.

In particular, programs are underway to manage the needs of
older employees in terms of training, working conditions and
working hours. To ensure a balance between generations and
enrich the skills base, the Group is also recruiting experienced
employees without any age discrimination. All of these
actions are helping to recognize the important contribution
that older employees make to the organization.
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7/ COMPENSATION BASED ON
PERFORMANCE AND FAIRNESS

In every host country, compensation policies are based on
offering compensation that is competitive with market practices
and giving employees a stake in the value they help to create.

Compensation policy is guided by five principles:

- offer compensation that is competitive in terms of market
practices and consistent with corporate earnings,

- differentiate between individual achievement and reward
performance,

- redistribute the gains from growth and value creation to
employees,

- develop employee savings,

- strengthen health care and benefit coverage and meet
employee retirement expectations.

Wage agreements in host countries
around the world

The Group’s wage policy led to the signing of a large number
of agreements in most countries to maintain employee
purchasing power, with specific measures applicable to the
lowest wage categories and recently hired employees.

In Argentina, for example, compensation is carefully set to be
fair within the company while reflecting changes in market
factors, which are regularly analyzed and the findings
submitted to employee representatives. In Spain, wage
adjustments are systematically negotiated, generally as part
of multiyear collective bargaining agreements. Negotiations
on compensation were also held in the United Kingdom and
Brazil. In 2006, the Automobile Division in France signed a
wage agreement for the seventh consecutive year with five
of the six trade unions (CFDT, CFE/CGC, CFTC, FO and GSEA).

Guaranteeing equal treatment

Through the agreement on gender equality and employment
for women and the agreement on diversity and social
cohesion, the Group is committed to guaranteeing equal pay
for equal work, as well as equal access to promotions and
individual wage increases.

The distribution of individual raises is regularly monitored to
identify and correct any inequalities. In addition, the process
of harmonizing compensation under different workweek
systems, initiated in 2004, was completed in 2005. The related
negotiations effectively dealt with the issue of legacy
differences that were no longer aligned with the current
organization, while maintaining compensation levels for the
employees concerned.




Limiting the impact of fluctuations in demand
on employee compensation

In most countries, multi-annual systems are in place to
balance compensation levels over a given year, despite
fluctuations in demand.

In France, the March 8, 2005 agreement concerning
payment of short-time work defines how working hours are
determined on a multi-annual basis so that working hours
can vary in response to changes in demand, while
guaranteeing the same compensation.

Aligning employees with Group objectives
and earnings

All employees around the world are paid an incentive bonus
based on operating margin.

Some €140 million with regard to 2005 earnings was
allocated to employees under this program (excluding
Faurecia). In France, application of the Group agreement
resulted in total allocations to employees of €113 million
under incentive and profit-sharing programs.

7/ EMPLOYEE SAVINGS, SUPPLEMENTAL
RETIREMENT PLANS AND INSURANCE
COVERAGETO MEET INDIVIDUAL NEEDS

Diversified employee savings plans

To provide more effective support for employees’ personal
projects, a variety of savings plans have been put into place,
offering employees a broad range of options in terms of
investment horizon and risk profile.

To harmonize compensation policies across the Group, an
international employee savings plan was introduced in Spain
in 2002 and in the United Kingdom and Germany in 2003.

A growing percentage of employee shareholders

Through these various savings plans, employee share
ownership has risen steadily over the last five years, with the
percentage of issued capital held by employees increasing
from 0.75% in 2000 to 2.53% at December 31, 2005.

To enable employees in non-French subsidiaries to take part
in this process, the international employee savings plan is
being gradually deployed, with such systems now up and
running in Germany, the United Kingdom and Spain.

In all, more than 52,000 employees are shareholders of
Peugeot S.A., including more than 4,700 in non-French
companies.

Employee Relations Commitment

Preparing satisfactory retirement benefits

In every host country, supplemental defined contribution
retirement plans are gradually being set up to offset the
expected drop in replacement rates under compulsory plans.

In France, a new supplemental defined contribution
retirement plan was introduced in 2002 following negotiations
and the signature of an agreement with employee
representatives. All employees of the main French
subsidiaries in the automobile, logistics, transport and finance
divisions are eligible for this plan. Contributions are based on
the percentage of compensation that exceeds the French
social security system ceiling, regardless of the employee’s
job category.

This defined contribution plan is funded two-thirds by the
Group and one-third by employees, with the savings invested
in mutual funds supervised by a joint labor-management
commission.

Since 2005, employees who are part of the supplemental
defined contribution retirement plan are also eligible for a
new “PERE" corporate pension savings scheme. This allows
employees to make voluntary contributions to supplement
retirement savings under attractive terms regarding taxation,
insurance premiums and management fees.

In Spain, the system of end-of-service awards for manager
was transformed into a company-funded defined contribution
planin 2002. A similar plan was set up in 2004 for new hires
and non-management employees.

In the United Kingdom, defined contribution “stakeholder
plans” were set up for all new employees in 2002.

In Brazil, all employees are eligible for a voluntary defined
contribution plan created in 2003.

On January 1, 2004, the foundation that manages pension
plans for employees in Switzerland was transformed in order
to harmonize services and contributions for local Group
companies.

In Japan, a defined contribution plan was set up in 2005
to provide coverage for employees of certain Automobile
Division companies.

These plans are managed or overseen by joint labor
management commissions, in line with local practices.
They are not designed to replace pay-as-you-go schemes in
countries where these schemes are available. Rather, they
have been created to provide beneficiaries with supplemental
retirement income to offset the expected drop in replacement
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Employee Relations Commitment

rates, as well as to harmonize retirement benefits across
subsidiaries in each country.

Such plans complement existing long-term employee savings
plans set up as part of the broader employee relations and human
resources policy, while enabling the Group to more effectively
manage the related challenges and financial exposure.

Providing a strong social safety net

In every host country, insurance plans have been gradually
introduced to provide at least death and disability cover, plus
supplementary healthcare coverage to reflect changes in
compulsory healthcare systems. Implementation of these
schemes is guided by an in-depth analysis of local practices.

In France, compulsory health care coverage was introduced
for management staff in the Paris region through an
agreement signed by all the unions in 2001.

Employerfunded healthcare plans have also been put in place
in several countries, including Spain, the United Kingdom and
Brazil.

In Brazil, all employees are covered by a compulsory plan
entirely funded by the company. Coverage varies by job
category, but major medical care and maternity expenses
are fully covered.

In Argentina, Peugeot Citroén Argentina has set up a voluntary
health care plan for non-union employees. Union employees
are covered by “Obras Sociales” compulsory private plans.

Employee benefits

Depending on national and local needs and conditions, all of
the Group's companies and plants contribute to social and
cultural activities and help to improve the quality of work-life,
with food services, transportation and employee welfare
benefits.

Worldwide, €221 million, or nearly 3% of consolidated payroll,
was paid out in employee benefits in 2005.

This amount encompasses 1) employer payments and opera-
ting and investment costs for housing, transportation, food
services, health and social services, healthcare and personal
protection insurance, and 2) subsidies paid to works councils
and employee representative committees in France, as well
as comparable organizations in other European countries and
the rest of the world.
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7/ COMPETITIVENESS-DRIVEN WORKPLACE
PRACTICES AND ORGANIZATIONS
FOCUSED ON EMPLOYEE SAFETY
AND WORKING CONDITIONS

Adjusting working hours while staying
competitive

In most countries, wherever the law permits, working hours
are organized on a pluri-annual basis. In exchange for this
flexible organization, the Group applies working hours that
are consistently equal to or less than the legal workweek and
industry practices.

Agreements on working hours and schedules are
continuously improved and adjusted through collective
bargaining and social dialogue processes.

In France, an agreement concerning the reduction and
organization of working hours was signed with five of the six
trade unions on March 4, 1999. On December 21, 2005, a rider
concerning vacation days earned by accumulating credit for a
shorter workweek was signed by four of the six trade unions.
To make it easier for employees to take the additional vacation
time to which they are entitled under this system, these days
off will be spread over the entire year, at the employee’s initiative.

In Brazil, an agreement annualizing working hours was signed
at the Porto Real mechanical components plant. In addition,
agreements on the organization of working hours were signed
at the Ryton andTille Hill plans in the United Kingdom, along
with an agreement on flexi-time at Ryton enabling a smoother
handover between shifts.

Managing the labor impact of a changing
business

In the event of a decline in business activity, employee
representatives are informed and consulted far in advance.

PSA Peugeot Citroén is committed to supporting employees
affected by any changes in business operations and job levels
and to identifying an optimal solution for each person concerned.

Successfully managing the employee-relations impact of these
changes requires advance planning and adequate prior notice.

Proactive response and manpower planning avoided the need
for any dismissals in 2005. However, when reductions in the
workforce are required in certain sectors or at certain facilities,
they are accompanied by inplacement and employee support
programs. For example, when weaker demand forced
the Rennes, France plant to eliminate the weekend shift,
employees were reassigned to other shifts and support
measures were introduced for temporary workers.



Demanding contractor compliance with
the Group’s employee relations practices

The labor and safety requirements for suppliers and their sub-
contractors were strengthened in 2004. In particular, suppliers
are expected to comply with the commitments of the UN Global
Compact and ILO international agreements on worker protection,
non-discrimination and the prohibition of child and forced labor.

In 2006, PSA Peugeot Citroén will inform its suppliers,
subcontractors, production partners and dealership networks
of the provisions of the global framework agreement on
corporate social responsibility signed in March. Under the
terms of this agreement, PSA Peugeot Citroén is committed
to making respect for human rights a critical factor in selecting
suppliers. After an initial warning from the Group, suppliers
who fail to respect these rights will be expected to respond
with corrective action plans. Continued violations of human
rights will lead to sanctions, including exclusion from the
Group's list of approved suppliers.

Labor and safety rules for contractors working
on Group sites

Workplace organization takes into account the significant on-
site presence of people employed by service providers,
facilities maintenance companies, construction companies,
suppliers and other outside contractors.

Without taking on their legal responsibility, the Group ensures
that these companies comply with labor and safety practices by
deploying more extensive coordination and control measures.

Action plans have been implemented to oversee application
of these practices, in line with the more exacting labor and
safety standards stipulated in supplier contracts. During the
August 2005 maintenance turnaround, the number of lost-
time incidents among contractor employees declined by 20%
compared with the year-earlier period.

A total commitment to workplace safety
in every host country

PSA Peugeot Citroén believes that one of its most
fundamental responsibilities is to guarantee the physical
health and safety of its employees, and workplace safety is
an absolute priority in every host country.

Employee Relations Commitment

Making safety everybody’s business

Preventing accidents and reducing work-related risks is a
process that involves all stakeholders — employees,
management, technical and engineering departments and
employee representatives — led by safety committees in every
host country.

Proactive initiatives to make safety everyone's business have
resulted in a 50% reduction in total lost-time incidents
worldwide over the past three years.

The Workplace Safety Management System

Continuous, sustainable improvements in workplace safety
and risk prevention are being driven by application of
the Group-wide Workplace Safety Management System.
Implemented across the production organization beginning
in 2004, the system is now being applied in offices and
R&D facilities as well as in the dealership networks.

The Workplace Safety Management System, which centra-
lizes all of the safety and prevention practices applicable
in the Group, defines the principles that govern the
management of both workplace risks and on-site safety
procedures. It is applied on every site, with adjustments to
local operations and the regulatory environment in each
country. In particular, a separate version has been developed
for the dealerships.

The Workplace Safety Management System also integrates
best management practices to nurture expertise and a
commitment to safety among managers, who play a critical
role in continuously improving accident prevention and
developing a strong safety culture across the organization.

Application of the Workplace Safety Management System is

based on three principles:

- each person is accountable for his or her safety practices,
and is expected to set an example, respond proactively and
maintain constant vigilance,

- workplace risks must be clearly identified and systematically
addressed by prevention action plans, which should be
managed and successfully implemented within a set
timeframe,

- all incidents and accidents are analyzed. Efficiency requires
diligent follow-up of operational actions plans by manag-
ement, assisted by prevention experts.
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Employee Relations Commitment

Constantly improving working conditions
and ergonomics

The aim of the ambitious process of improving working
conditions is to ensure that every employee works in conditions
and an environment meeting the highest international standards
and to respond to the aging workforce by implementing
solutions that enable older employees to keep their jobs.

This process of improving working conditions and ergo-
nomics, which is designed into vehicle development and
capital projects from inception, also facilitates the hiring of
women, especially for shop floor positions.

In the Automobile Division, the focus is on reducing the
number of workstations rated as “heavy’ the proportion of
which has been cut to 18% in 2005 from 35% in 1999.

Paralleling this trend, the number of “light” workstations
that can be operated by any employee rose to 37% in 2005
from 26% in 1999. This process will be pursued until
light workstations account for 60% of the total.
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An active commitment to health, a critical
driver of individual and business performance

PSA Peugeot Citroén actively encourages good health among
its employees, a policy that is essential to sustaining the
performance of both its human resources and its business
operations.

In 2005, the on-site occupational medicine units implemented
a health care plan to encourage good health and hygiene
practices, with a focus on job-related diseases and health issues.

The plan is designed to meet the following objectives:

- help employees maintain their health throughout their
career,

- prevent problems that negatively impact working capability,
such as back problems,

- find solutions to allow employees with health problems to
work in another capacity within the organization.

In every host country, occupational medicine units are
pursuing prevention campaigns, in particular concerning the
dangers of smoking, alcoholism, drug abuse, AIDS and poor
eating habits.




CORPORATE POLICIES D 5

Employee Relations Indicators

| EMPLOYEE RELATIONS INDICATORS

The following employee-relations indicators comply with
French decree no. 2002-221 of February 20, 2002. With the
exception of tables concerning employment, the indicators
have been prepared on the basis of data from all the
companies fully consolidated by PSA Peugeot Citroén, other
than Faurecia, the automotive equipment division. A listed

company 72%-owned by Peugeot S.A., Faurecia manages
its business independently of the Group and therefore

prepares and publishes its own indicators in its annual report.

In addition, employees of the Peugeot S.A. holding company

are included in data for the Automobile Division.

HIRING POLICIES DESIGNED TO INTERNATIONALIZETEAMS

AND DIVERSIFY EMPLOYEE SKILL SETS

7 AN INCREASE OF NEARLY 26% IN THE WORKFORCE OVERTHE LAST SIXYEARS

Number of employees by division

(As of December 31 of each year)

1999 2000 2001 2002 2003 2004 [EIRD
Automobile Division 127,060 128510 130,640 133,880 135180 139,480 140,050
Banque PSA Finance 2,040 2,070 2,140 2,160 2,150 2,360 2,370
Gefco 6,715 7,490 7680 8,050 8,360 8,840 9,370
Other businesses 2,460 2,500 2,300 2,280 2,360 2,140 1,750
Faurecia 27525 31,870 49,690 52,230 51,860 54,430 54,960
Total 165,800 172,440 192,450 198,600 199,910 207,250 208,500

Number of employees by region

(As of December 31 of each year)

2000 BEEITE o change 20002005

France 117855 126,055 70%
Rest of Western Europe 44,420 54,860 23.5%
Central Europe 2,370 9,335 294.0%
Africa 65 1,225 1,786.0%
South America 4,425 8,670 93.5%
North and Central America 3,175 6,445 103.0%
Asia 130 2,010 1,443.0%
Total 172,440 208,500 21.0%

The Group's extended geographic reach has led to a steady
A total of 82,440 employees currently work outside France,

rise in the international workforce.
versus 28,400 in 1996.
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Employee Relations Indicators

Globalization of the workforce 2005 workforce by nationality
(employees based outside France) More than 42.6% of employees are non-French.
The workforce includes 100 different nationalities.

The top 10 nationalities represented

0,
+190% in the Group (excluding French nationality)

Moroccan 3.6%

17Czech 2.9%

1
o
w
w
o

©
N
=
o

— American 5.1%
— .
Argentinian 5.4%
m— ° ’ Spanish 33.2%
— Polish 6%
28,400 —
— — Brazilian 6.6%
— —
— —
— — Portuguese 75%
— —
e m— m— British 11.2% German 18.4%

1996 1999 2005

Nearly 40% of employees worked outside France in 2005.

Number of employees by category

France Rest of Europe Outside Europe Total

Opera- Super Mana- Opera- Super Mana- Opera- Super Mana- Opera- Super Mana-

tors  visors gers tors visors  gers tors  visors  gers tors  visors gers

Automobile Division 56,940 24,220 18,3256 17915 12,145 3,826 3,980 1,895 805 78,835 38,260 22,955
Banque PSA Finance 0 550 330 0 1,185 230 0 b5 20 0 1,790 580
Gefco 2,020 2,435 835 1,040 2,365 220 140 285 35 3,200 5,085 1,090
Faurecia 11,400 3,505 3,890 16,600 5,055 3,575 7200 1,730 1,995 35,200 10,290 9,460
Other businesses 910 465 230 0 30 10 10 90 10 920 585 250
Total 71,270 31,175 23,610 35,555 20,780 7,860 11,330 4,055 2,865 118,155 56,010 34,335

The “manager” category includes engineers and managers with a job description similar to managers in France.
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Employee Relations Indicators

Employees by job category (%)

Managers 16.5%
L <

Operators 56.7%

Supervisors 26.8%

7 A ROBUST HIRING DYNAMIC

Employees hired under permanent contracts in 2005 and total hires, 2000-2005

Total hires,

France Rest of Europe Outside Europe Total 2000/2005

Automobile Division 4,080 2,585 785 7,450 55,365
2004 6,770 2,270 730 9,770
2003 5,690 2,480 515 8,685

Banque PSA Finance 50 110 5 165 1,320
2004 40 260 10 310
2003 45 80 10 135

Gefco 340 700 190 1,230 7,295
2004 610 440 110 1,160
2003 500 455 60 1,015

Faurecia 980 2,205 3,630 6,815 34,740
2004 1,640 2,860 2,710 7210
2003 1,770 2,590 970 5,330

Other businesses 5 _ 10 15 485
2004 40 _ 10 50
2003 55 5 5 65

2005 total 5,455 5,600 4,620 15,675 99,205
2004 9,100 5,830 3,570 18,500
2003 8,060 5,610 1,560 15,230
Total hires, 2000/2005 50,275 31,770 17,160 99,205

The Group's growth strategy has been supported by the hiring of more than 99,200 employees under permanent contracts over
the last six years. New employees hired under permanent contracts represented 7.5% of the total workforce in 2005, versus
8.9% in 2004 and 7.6% in 2003.
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Employee Relations Indicators

Total permanent employees over the last six Percentage of female employees in the worldwide
years, by region workforce over the last four years (%)
2002 2003 2004
18,490
17,410 — 176 18.2 19.8 19.8
16,740 I
15,660 N — 15,670
e s e 157300 oee—— s—— In 2005, women accounted for 25% of the total number
— — of new employees hired by the various divisions worldwide.
— The proportion was 22.4% for engineers and managers, 32%
[ | .
—— for supervisors and 22.1% for operators.
[ ] [ | [ ] I [ |
[ ] [ | [ | [ | [ |
[ ] [ | [ | [ | [ |
[ ] [ | [ | [ | [ | | ]
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Employees by age group

2000 2001 2002 2003 2004 2005

48,965
|
I france ] 40,130
Rest of Furope 37,115 — —_ 38,920
S Qutside Europe — — — —
| | | |
| | | |
| | | |
| | | |
7 PROMOTING JOBS FORWOMEN — =12695 _— —
AND DEVELOPING DIVERSITY (330 — m—0,(15 m—
] ] —-— 7 875
Percentage of female employees hired under 1975 gy —_— _— —_—
permanent contracts by the Automobile —f— f— f— — f—
Division manufacturing companies in France Under20  20t023  30t039 40t043 50 and over
mmm Men
287 74 Women
213 225 /2::6 The large number of people hired since the late 1990s have

refreshed the Group’s age pyramid.

1.7

9.0
47

2000 2001 2002 2003 2004 2005

mmmm Operators
Total
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Employee Relations Indicators

A FIXED-TERM CONTRACTS

Number of employees working under fixed-term contracts

(annual average)
Outside France

France Rest of Europe Outside Europe Total
Automobile Division 2005 4,425 3,700 1,075 9,200
2004 3,615 4,295 465 8,275
2003 1,615 4,750 310 6,675
Banque PSA Finance 2005 30 95 0 125
2004 15 105 - 120
2003 10 110 - 120
Gefco 2005 140 250 0 390
2004 135 180 - 315
2003 140 155 5 300
Other businesses 2005 40 0 85 125
2004 65 - 90 155
2003 45 5 5 55
Total 2005 4,635 4,045 1,160 9,840
2004 3,730 4,580 555 8,865
2003 1,810 5,020 320 7150

In addition, 6,140 people work for Faurecia under fixed-term contracts.

In 2005, nearly 2,270 employees worldwide (excluding Faurecia) were hired under permanent contracts following a fixed-term
assignment.
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Employee Relations Indicators

Number of temporary employees

(annual average)

Outside France

France Rest of Europe Outside Europe Total
Automobile Division 2005 6,700 325 120 7145
2004 8,840 355 130 9,325
2003 9,600 1,020 95 10,715
Banque PSA Finance 2005 20 10 5 35
2004 25 35 - 60
2003 15 40 - 55
Gefco 2005 845 590 95 1,530
2004 900 390 60 1,350
2003 920 400 35 1,365
Other businesses 2005 225 - 40 265
2004 120 - 25 145
2003 325 - 325
Total 2005 7,790 925 260 8,975
2004 9,885 780 215 10,880
2003 10,860 1,460 130 12,450

Over the past three years, the Group has undertaken to reduce the use of temporary workers.

In 2005, 688 people were hired under permanent contracts following a temporary assignment.

The above table does not include the 7730 people working on temporary assignments at Faurecia.
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7/ OTHER EMPLOYMENT INDICATORS

Resignations* in 2005

CORPORATE POLICIES O 5

Employee Relations Indicators

Outside France

France Rest of Europe Outside Europe Total
Automobile Division 1,270 865 175 2,310
2004 1,175 675 120 1,970
2003 1,335 535 105 1,975
Banque PSA Finance 25 0 115
2004 20 80 5 105
2003 20 70 5 95
Gefco 140 280 60 480
2004 125 265 25 415
2003 120 290 30 440
Other businesses 15 5 0 20
2004 20 _ _ 20
2003 20 5 5 30
Total 1,450 1,240 235 2,925
2004 1,340 1,020 150 2,510
2003 1,495 900 145 2,540

* Of employees under permanent contracts.

The number of resignations remained unchanged in 2005, at 2.0% of total employees under permanent contract (excluding
Faurecia). The above table does not include the 2,560 resignations at Faurecia during the year.
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Employee Relations Indicators

Premature terminations or dismissals

Outside France

France Rest of Europe Outside Europe Total
Automobile Division 2005 825 570 300 1,695
2004 695 680 270 1,645
2003 775 385 210 1,370
Banque PSA Finance 2005 20 35 - 55
2004 10 15 5 30
2003 10 15 5 30
Gefco 2005 85 105 10 200
2004 105 95 20 220
2003 85 150 15 250
Other businesses 2005 50 5 0 55
2004 20 - 25
2003 20 - - 20
Total 2005 980 715 310 2,005
2004 830 790 300 1,920
2003 890 550 230 1,670

The above figures include premature termination of work contracts for incapacity and disability, and dismissals for personal
reasons. The number of premature terminations or dismissals was virtually unchanged from 2004. The 3,532 people who were
prematurely terminated or dismissed at Faurecia during the year are not included in the above table.

Redundancies

Outside France

France Rest of Europe Outside Europe Total
Automobile Division 2005 5 760 25 790
2004 30 520 45 595
2003 5 50 20 75
Banque PSA Finance 2005 - - - -
2004 - - - -
2003 5 - - 5
Gefco 2005 5 40 - 45
2004 5 35 - 40
2003 15 - - 15
Total 2005 10 800 25 835
2004 35 555 45 635
2003 25 50 20 95

In the event of a decline in business activity, employee representatives are informed and consulted far in advance. PSA Peugeot Citroén
consistently identifies an optimal solution for each person concerned, so that no employee has to find a new job on his or her own.

The number of redundancies in Europe in 2005 stemnmed primarily from the elimination of the third shift at the Ryton, UK plant.
All of the redundancies were carried out through early retirement, for employees age 55 and over, or voluntary departures to
pursue a personal project. Inplacement and job-search support programs were implemented and a job fair was organized for

the employees concerned. Today, fewer than 1% of the redundant employees have still not found a new job.
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Employee Relations Indicators

CONTINUOUSLY ENHANCING SKILLS
AND NURTURING HUMAN CAPITAL

7 MANAGING SKILLS AND HUMAN RESOURCES INTERNATIONALLY

In 2005, more than 750 employees were involved in foreign postings, including 695 in the Automobile Division. At the Automobile
Division, this represents an increase of nearly 16%.

In addition, nearly 3,000 Automobile Division employees in France had a long-term assignment (20 days or longer) outside
their country of origin, up 19.4% from 2,510 in 2004.

7 PREPARING AND DEVELOPING TOMORROW'S CAPABILITIES THROUGH SUSTAINED
TRAINING

Average hours of training by employee category

(Automobile Division manufacturing companies worldwide)

Administrative employees, Engineers and
Operators technicians and supervisors managers Average
2004 24 41 39 30
2005 30 43 36 33
Hours of training by region*
Total hours of training Average hours of training
(in thousands) per employee
2003 2004 IEXER 2003 2004
France 2,784 2,645 2,325 26.5 24.4 217
Rest of Europe 810 940 1,567 21.2 24.3 40.2
Outside Europe 277 295 510 59.2 54.2 69.7
Total 3,871 3,880 4,402 26.1 254 28.7

* Excluding Faurecia

Each employee received an average of nearly 29 hours training in 2005. The increase in the average number of hours in the rest
of Europe is due in part to the opening of the Trnava plant.

The training commitment remained strong in 2005, with the 4.4 million hours of training offered across the Group representing
a budget of €174 million for the year.
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Training expenditure by business process

Corporate support 11.7% -

Design
and engineering
22%

L

Manufacturing
51.7%

Marketing
and sales 14.6%

NEW AGREEMENTS WITH EMPLOYEES IN 2005

More than 50 agreements were signed worldwide in
the Automobile Division in 2005.

In France, 12 company agreements were signed during the
year - seven with five of the six unions and two with all the
unions.

All employees are represented by independent unions or
other elected representatives and are covered by collective
bargaining agreements.

Examples in 2005 include:

2 FRANCE

- Wage agreement, signed on February 4, 2005.

- Agreement concerning production workers' professional
development and growth, signed on March 8, 2005.

- Agreement concerning payment of short-time work and its
determination on a multi-annual basis, signed on March 8, 2005.

- Agreement on lifelong learning, signed on April 15, 2005.

- Amendment to the agreement on implementing a new
defined contribution pension plan, signed on June 1, 2005.

- Amendment to the 2003 agreements on profit-sharing and
incentive-based bonus programs, signed on June 27, 2005.

- Agreement concerning harmonization of bonuses and
overtime pay for weekend work, signed on July 5, 2005.

- Agreement concerning the benefits plan, signed on July 21,
2005.

- Agreement on social integration and job opportunities for
the disabled, signed on September 22, 2005.

- Agreement concerning exceptional early use of 2004 profit-
shares, signed on October 14, 2005.
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Nearly 2,040 employees around the world regularly help to
train other Group employees.

During the year, 6,900 students served in Group units around
the world under internship programs. Of these, 30% were
women, in line with Group targets. In addition, more than
2,300 students, 20.9% of whom were women, took part in
work-study and apprenticeship programs. In France,
1,230 young people, of whom 18% were women, worked
under apprenticeship contracts.

- Agreement concerning effective working hours, the
organization of working hours and vacation time, signed
on December 16, 2005.

- Amendment to the March 4, 1999, agreement on effective
use of reduced workweek days (RTT), signed on December
21, 2005.

7 SPAIN
- Agreement concerning domestic violence, signed on March 11,
2005.

- Agreement on maternity benefits, signed on October 19,
2005.

7 BRAZIL

- Profit-sharing agreement, signed on May 18, 2005.
- Renewal of the partnership agreement with SENAI (remedial
training for new employees), signed on May 3, 2005.

7/ ARGENTINA

- Wage agreement signed on June 25, 2005, in Jeppener,
and productivity agreement signed on July 21, 2005,
in Palomar.

- Agreement on hourly wages, signed on December 30, 2005.

7 SLOVAKIA

- Agreement on employee-management relations, signed on
July 21, 2005.




7 UNITED KINGDOM

- Pay and conditions 2005/2006 agreement, signed on

April 21, 2005, and May 17, 2005.
- Flexibility agreement, signed on September 21, 2005.

CORPORATE POLICIES D 5
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2 GERMANY

-Wage agreements, signed on September 1 and

December 1, 2005.
- Working hours agreements, signed on January 1 and

August 1,

2005.

- Agreements on storage of personal data, signed in April and
September 2005.

FAIR, PERFORMANCE-BASED COMPENSATION POLICIES

In 2005, total payroll costs (excluding Faurecia) came to €6,790,555,000, including wages and salaries of €4,860,905,000 and
payroll taxes of €1,929,650,000.

Breakdown of total payroll

France Rest of Europe Outside Europe
2002 €4,662,481,000 €1,415,349,000 €80,110,000
2003 €4,824,888,000 €1,462,711,000 €66,401,000
2004 €5,107,033,000 €1,502,183,000 €77,303,000
2005 €5,181,133,000 €1,505,043,000 €104,379,000

7 ALIGNING EMPLOYEES WITH GROUP OBJECTIVES AND EARNINGS

Profit-sharing and incentive bonuses

(in € millions) 2003 2004 m
Total France - Profit-sharing and incentive bonuses (Group agreement) 140 135 13
Incentive or profit-sharing programs in other French subsidiaries 10 10 9
Incentive programs in foreign subsidiaries 22 21 18
Total 172 166 140
7 EMPLOYEE SAVINGS AND BENEFITS PROGRAMS
Employee Savings Plans (PEAG, PEE and PEP)

Employee contributions Employer contributions Number of employees

Jan. 1-Dec. 31 Jan. 1-Dec. 31 investing
(in € millions) (in € millions) Jan. 1-Dec.31*

2004 2005 2004 2005 2004 m
Automobile Division 96.82 98.01 12.55 13 122,681 138,185
Banque PSA Finance 1.57 1.35 0.34 0.25 1,320 1,513
Gefco 1.45 1.74 0.60 0.66 1,225 1,766
Other businesses 0.3 0.55 0.12 0.05 106 675
Total 100.14 101.65 13.61 13.96 125,332 142,139

* Reinvestment of profit-shares,

incentive bonuses and voluntary contributions.
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Number Matching company
of participants Contributions contribution
(in € millions) (in € millions)
2004 00 2004 00 OB 2005 |
United Kingdom 1,629 1,527 2.01 1.49 0.65 0.50
Spain 2,136 2,379 0.69 0.66 0.25 0.24
Germany 573 791 0.56 0.63 0.18 0.20
Total 4,338 4,697 3.26 2.78 1.08 0.94

7 DEFINED CONTRIBUTION SUPPLEMENTARY PENSION PLANS

Supplementary pension plans

Employer contributions Employee contributions Number
Jan. 1-Dec. 31 Jan. 1-Dec. 31 of participating
(in € thousands) (in € thousands) employees
2004 2005 2004 2005 2004

France 23,839.4 25,932.8 11,908.2 12,935.9 42,760 51,468
Rest of Europe 11,976.1 17.245.9 3,622.2 3,640 9,255 10,012
Outside Europe 286.1 449.5 367.8 4447 1,440 1,360
Total 36,101.6 43,628.2 15,798.2 17,020.6 53,455 62,840

New defined contribution pension plans have been set up in France, Spain, the United Kingdom, Germany, Brazil,
Switzerland and Japan. These plans supplement the benefits payable under State retirement (social security) systems and
offset the forecast decline in the replacement rate.

COMPETITIVENESS-DRIVEN WORKPLACE PRACTICES
AND ORGANIZATIONS FOCUSED ON EMPLOYEE SAFETY

AND WORKING CONDITIONS

2 NEW NEGOTIATED WORKPLACE

PRACTICES TO MANAGE FLEXIBILITY

In every host country, working hours are consistently equal

to or less than the legal workweek or industry practices.
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In France, working hours have complied with the country’s
35-hour workweek legislation since 1999, while in other
countries measures have been introduced to reduce working
hours while making the Group more competitive.
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Special work schedules

France Rest of Europe Outside Europe Total

2003 2004 [JETEY 2003 2004 RN 2003 2004 [EERR 2003 2004 [

Automobile Division  Double shift 31,450 33,180 |32,500 | 9,110 8,980 | 8,965 | 885 1,010 | 1,355 |41,445 43,170 |42,820
Triple or night shifts 15,390 16,115 | 15,480 | 3,865 3,450 | 3,325 50 40 | 160 (19,305 19,605 | 18,965

Weekend* 2,290 2670 | 1,920 1,620 925 55 25 35 30| 3,935 3,630 | 2,005

Banque PSA Finance  Double shifts - - - - - - - - - - - -
Triple or night shifts - - - - - - - - - - - -

Weekend* - - - - - - - - - - - -

Gefco Double shifts 1,095 1,300 | 1,165 145 240 310 10 45 20| 1,250 1,585| 1,495
Triple or night shifts 195 110 235 385 310 285 - - 40 580 420 560

Weekend* 5 - - 55 40 80 - - 5 60 40 85

Other businesses Double shifts 780 745 620 - - - - - - 780 745 620
Triple or night shifts 30 15 20 - - - - - - 30 15 20

Weekend* 5 - - - - - - - 5 - -

Total Double shifts 33,325 35,225 |34,285 | 9,255 9,220 | 9,275 | 895 1,055 | 1,375 |43,475 45,500 |44,935
Triple or night shifts 15,615 16,240 15,735 | 4,250 3,760 | 3,610 50 40 | 200 (19,915 20,040 | 19,545

Weekend* 2,300 2670 | 1920 1,675 965 135 25 35 35| 4,000 3,670| 2,090

*Weekend shifts (generally Friday, Saturday and Sunday) are shorter than regular shifts.

To meet strong market demand, special work schedules have been introduced, mainly in the production plants.

7 ENHANCING WORK-LIFE BALANCE
Number of part-time employees

Outside France

France Rest of Europe Outside Europe Total
Automobile Division 2005 2,255 3,710 - 5,965
2004 2,300 3,100 - 5,400
2003 2,120 1,650 - 3,770
Banque PSA Finance 2005 40 210 - 250
2004 45 220 - 265
2003 45 145 30 220
Gefco 2005 205 220 - 425
2004 195 120 5 320
2003 95 130 - 225
Other businesses 2005 110 - - 110
2004 115 5 - 120
2003 70 120 - 190
Total 2005 2,610 4,140 - 6,750
2004 2,655 3,445 5 6,105
2003 2,330 2,045 30 4,405

Part-time employees are defined as employees who work fewer hours per week, or fewer average hours over a period of up
to one year, than a comparable full-time employee.

In 2005, more than 6,700 employees worked part-time worldwide, of whom 43.6% were women and 56.4% were men.
More than 27% of part-time employees work half-time.

The above table does not include Faurecia’s 660 part-time employees.
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2 OTHER WORKING HOURS INDICATORS

Overtime (extra hours minus special leave)

France Rest of Europe Outside Europe Total
Automobile Division 2005 2,121,525 484,170 423,180 3,028,875
2004 2,033,990 611,370 430,535 3,075,895
2003 1,123,195 249,450 56,550 1,429,195
Banque PSA Finance 2005 1,525 19,220 - 20,745
2004 20,890 21,405 - 42,295
2003 1,575 1,665 - 3,240
Gefco 2005 247,955 136,460 33,685 418,100
2004 374,920 82,695 30,700 488,315
2003 152,200 13,965 11,155 177320
Other businesses 2005 12,770 320 3,675 16,765
2004 12,595 160 2,060 14,815
2003 5,655 50 205 5,910
Total 2005 2,383,775 640,170 460,540 3,484,485
2004 2,442,395 715,630 463,295 3,621,320
2003 1,282,625 265,130 67910 1,615,665

In most countries, working hours are determined on an annual basis.

Some of the hours included in the above figures arise from variable scheduling arrangements (for example, Saturday work or
extended working hours). They are offset by special leave, for example during plant closures when business is slow.

In response to increased capacity utilization, a number of structural solutions have been implemented, including the introduction

of additional shifts and non-stop operation during vacation periods.
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Short-time working

France Rest of Europe Outside Europe Total
Automobile Division 2005 742,000 217,395 - 959,395
2004 25 137,070 - 137,095
2003 746,200 53,755 479,005 1,278,960
Banque PSA Finance 2005 - - - -
2004 - - - -
2003 - - - -
Gefco 2005 260 5,470 - 5,730
2004 1,745 7,590 - 9,335
2003 - 560 550 1,110
Other businesses 2005 - - - -
2004 265 - - 265
2003 - - - -
Total 2005 742,260 222,865 - 965,125
2004 2,035 144,660 - 146,695
2003 746,200 54,315 479,555 1,280,070

The 965,125 hours lost through short-time working correspond to the short-fall in annual hours not offset by collective overtime
during the year.

In France, the March 8, 2005, agreement concerning payment of short-time work defines how working hours are determined
on a multi-annual basis in order to maintain compensation levels.

Paid absences other than vacation

France Rest of Europe Outside Europe Total
Sick Other Sick Other Sick Other Sick Other
leave  paid leave leave paid leave leave paid leave leave paid leave
Automobile Division 2005 3,967,120 804,800 1,794,510 615,520 173,965 49,565 5,935,595 1,469,885
2004 3,977570 452,785 1,470,860 588,170 142,685 417550 5,591,115 1,458,505
2003 4,317,035 2,099,020 111,770 6,527,825
Banque PSA Finance 2005 26,650 56,010 62,675 43,195 - 1,385 89,325 100,590
2004 36,105 34,405 49,585 17145 235 10 85,925 51,560
2003 88,360 68,670 510 157,540
Gefco 2005 265,335 98,150 238,780 30,595 1,775 2,035 505,890 130,780
2004 236,945 63,920 177,030 57815 1,555 235 415,530 121,970
2003 302,790 123,930 4,175 430,895
Other businesses 2005 94,475 8,705 2,615 505 160 80 97,250 9,290
2004 123,980 10,965 3,780 8,025 560 120 128,320 19,110
2003 146,450 6,335 3,285 156,070
Total 2005 4,353,580 967,665 2,098,580 689,815 175,900 53,065 6,628,060 1,710,545
2004 4,374,600 562,075 1,701,255 671,155 145,035 417915 6,220,890 1,651,145
2003 4,854,635 2,297,955 119,740 7272,330

Paid absences other than vacation totaled 8,338,605 hours, of which 6,628,060 for sick leave, 746,740 for maternity leave,
431,095 for accident-related absences and 532,710 for other reasons.

Based on just over 270 million hours worked, the overall absenteeism rate stood at around 2.9%, as in 2004.
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72 OUTSOURCING

Group purchases consist mainly of automobile parts and
components for both the mechanical subassembly plants
and the assembly plants.

These purchases, which represent around 70% of vehicle
production costs, are made from 850 suppliers. Other
purchases concern capital goods and services.

A TOTAL COMMITMENT TO WORKPLACE SAFETY

Total lost-time incident frequency rate

Manufacturing, service
and R&D operations worlwide
and marketing units in France

Manufacturing, service
and R&D operations worldwide
and international marketing units
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The lost-time incident frequency rate stood at 3.11 in 2005,
for a target of 3.7 This rate covers manufacturing, service
and R&D operations worldwide, as well as marketing units in
France. It reveals a significant improvement in safety
conditions for Group employees for the third year in a row,
with a 24% decrease in 2005 alone.

Performance improved both in France and abroad. The Buenos
Aires facility turned in the best performance of all the Group'’s
assembly plants, with a 56% decline in the lost-time
frequency rate to a record 1.30.
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General purchasing conditions comply fully with sustainable
development principles. In particular, suppliers are expected
to ensure that their operations comply with local laws and
regulations in every country, as well as the highest
environmental standards and the provisions of International
Labour Organisation conventions, especially worker
protection provisions, the ban on forced labor and the use of
child labor, workplace health and safety provisions, and
provisions to protect the rights of employees.

N &

Metalworking
industry

In addition, PSA Peugeot Citroén achieved one of the best
safety records in the metalworking industry, whose lost-time
frequency rate stood at 27.7 for the year.

The severity rate (corresponding to the number of days lost-
time divided by the total number of days worked) also
improved during the year, by 12.5% to 0.21.
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7 OFFERING THE DISABLED FULFILLING JOB OPPORTUNITIES

Disabled employees

Outside France

France Rest of Europe Outside Europe Total
Automobile Division 2005 5,395 645 35 6,075
2004 5,760 710 5 6,475
2003 6,010 415 5 6,430
Banque PSA Finance 2005 - 15 - 15
2004 - 15 - 15
2003 5 10 - 15
Gefco 2005 110 40 - 150
2004 115 40 - 1565
2003 70 40 - 110
Other businesses 2005 45 - - 45
2004 15 - - 15
2003 5 - - 5
Total 2005 5,550 700 35 6,285
2004 5,890 765 5 6,660
2003 6,090 465 5 6,560

Worldwide, the Group directly employs more than 6,285 disabled people, as defined by local legislation. In the Automobile
Division manufacturing companies in France, including sheltered workers under contract, nearly 9.5% of employees are
classified as handicapped, compared with the 6% national rate that businesses are encouraged to reach.

PSA Peugeot Citroén - 2005 reference document 81



Environmental Stewardship

| ENVIRONMENTAL STEWARDSHIP

PSA Peugeot Citroén’s ambitious environmental policy is
based on the principles of sustainable development and forms
an integral part of its manufacturing strategy. Covering both
production facilities and cars, which are designed to

CARS AND THE ENVIRONMENT

PSA Peugeot Citroén believes that automobiles should be
harmoniously integrated into their environment, which is why
it is committed to abating the greenhouse effect by constantly
developing new technologies that reduce emissions. In
addition to focusing its strategy on solutions geared toward
meeting today's needs — such as developing more efficient
internal combustion engines, producing a first-stage hybrid
vehicle and promoting biofuels and natural gas — the Group
is actively developing future technologies like the diesel-
electric hybrid and conducting advanced research on highly
promising longerterm solutions like the hydrogen fuel cell.
But for the Group, a crucial aspect of these different
technologies is that they can be applied to high-volume
production, since the only way to have a real impact on CO,
emissions is to sell a large number of suitably equipped cars.
As part of its commitment to extending its research beyond
the realm of cars, PSA Peugeot Citroén is also investing in
major environmental and scientific initiatives, such as the
Peugeot carbon sink project in Brazil conducted in partnership
with France’s national forest service ONF While implementing
this strategy, the Group is also actively integrating eco-design
practices to make its cars highly recyclable.

2 MEETING THE CHALLENGE OF REDUCING
GREENHOUSE GAS EMISSIONS

After successfully reducing pollutant emissions,
PSA Peugeot Citroén is now focusing on curbing CO,
emissions from Peugeot and Citroén vehicles.
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seamlessly interact with their environment, the policy is
focused on protecting the environment and preserving the
quality of life in host communities.

7 EFFECTIVE SOLUTIONS
WITH REAL-WORLD RELEVANCE

One pathway to progress has been the development of
new gasoline engine technology, as illustrated by the
mid-size engines being produced in cooperation with BMWV.
More significantly, however, the Group has consolidated
its leadership in diesel engines, which for equivalent
performance use considerably less fuel than gasoline engines.

The second generation of the Group’s common-rail, direct-
injection HDi diesel engines reduces CO, emissions by 20%
compared with a conventional injection diesel, and by 30%
compared with a gasoline powerplant. In addition to their
environmental benefits, these engines also deliver remarkable
drivability and today rank among the most popular in Europe.
In fact, the percentage of diesel-powered passengers cars
in the European market almost doubled from 1998 to 2005,
when they accounted for half of all cars sold during the year.

PSA Peugeot Citroén manufactured close to 1.53 million cars
equipped with common-rail HDi diesel engines in 2005,
bringing total output to nearly eight million units since 1998.

During the year, the Group also pursued its commitment to
downsizing, to develop smaller, more fuel-efficient engines
that deliver equivalent performance as the preceding larger
models. This strategy has driven a 10% reduction in fuel
consumption while maintaining the same torque and power
output. The Group sold more than 310,000 vehicles emitting
less than 120 grams of CO, per kilometer in Europe in 2005
and more than 1,100,000 since 2001. This means that in 2005,
the Group accounted for 30% of all European sales of
vehicles emitting less than 120 grams of CO, per kilometer
and more than 60% of those emitting less than 110 grams
of CO, per kilometer.




7 FUEL EFFICIENCY AND LOWER CO,
EMISSIONS FOR EVERYONE

When it comes to the environment, PSA Peugeot Citroén
takes a very practical approach based on two factors. First, in
Europe, where diesel engines are very popular, the gasoline
hybrid has little appeal, since it commands a much higher
price for similar fuel efficiency and CO, performance. Second,
it is not yet economically feasible to mass produce a diesel
hybrid, such as the Hybrid HDi unveiled by PSA Peugeot Citroén
in late January 2006, despite its remarkable fuel efficiency
and significant reduction in CO, emissions. By leveraging a
research program being conducted in partnership with
research laboratories and equipment suppliers, the Group
plans to launch its first Hybrid HDi vehicles in 2010.

2 STOP & START SOLUTIONS FORTODAY’S
DRIVER

Reflecting its practical approach, the Group is focusing on
highly cost-effective solutions that can be quickly brought to
market, like the Stop & Start system currently available on
the Citroén C2 and C3, and soon the Peugeot 1007.

This type of system involves a low-power electrical device
allows the engine to shut down automatically when the
vehicle is standing still or in neutral — at a red light, for
example, or in a traffic jam — and to start up again instantly and
noiselessly when reactivated by the driver. In this way, it
reduces fuel consumption and, consequently, CO, emissions
by 5 to 8% on the combined European cycle, and by up to
15% in heavy traffic. The technology is especially efficient
when used with downsized engines because it further
increases fuel savings.

Another important environmental benefit is a very substantial
reduction in noise. Tests conducted in and around Paris
showed that cars on the road are at a standstill 35% of the
time, a figure that supports the deployment of Stop & Start
technology.

Since 2005, vehicles equipped with such systems are being
gradually introduced across the Group’s model lines, a first in
Europe for this emerging technology. Sales of vehicles fitted
with this so-called “micro-hybrid” technology are expected
to gain momentum in coming years.

Environmental Stewardship

7 PROMOTING BIOFUELS
AND NATURAL GAS

Another way to reduce vehicle CO, emissions is to develop
the use of alternative energies and new propulsion
technologies.

A pioneer in the field, PSA Peugeot Citroén is strongly
committed to promoting biofuels that can be used in diesel
or gasoline engines. These include vegetable oil methylesters
(VOMEs), which can be blended with automotive diesel fuel,
and ethanol or its derivative, ethyl tertiary butyl ether (ETBE),
which can be used in gasoline.

Because they are derived from cereals and sugar beets in
Europe (ethanol and ETBE), from sugar cane in Brazil
(ethanol), and from oilseeds such as rapeseed (fatty-acid
methyl este~FAME) or soybeans (B30 biodiesel), biofuels are
exceptionally well suited to combating the greenhouse effect
since the plants from which they are made trap atmospheric
CO, through photosynthesis. Adding them to fossil fuels
therefore reduces CO, emissions. The Group estimates that
replacing 1,000 liters of diesel fuel with biofuels would reduce
CO, emissions by 2.5 tons. Biofuels also curb the emission
of other pollutants, such as particulates, which can be
reduced by 20 to 30% by adding a mixture of 30% VOME to
diesel fuel.

The Group strongly encourages the use of biofuels, which
can be blended in substantially high proportions in Peugeot
or Citroén vehicles without any technical modifications. Its
own service fleet, for example, is run on Diester® 30, a blend
of 30% VOME and 70% automotive diesel.

PSA Peugeot Citroén also supports the development of
biofuels by validating potential applications under local energy
policies. It regularly shares its experience as a carmaker by
taking part in discussions on the technical, business and
political issues raised by biofuels.

In particular, the Group is a member of the Diester Partners
association (formerly the Diester City Club), which encourages
the use of Diester® in three ways:

- Forming a network to exchange information about using
Diester® in higher percentages than the standard 5%
(mainly in a 30% blend).

- Promoting Diester®'s technical and environmental benefits
to captive fleet managers.

- Acting as a preferred interface with French and European
authorities.
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PSA Peugeot Citroén has also initiated a series of trials with
Ladetel, a Brazilian clean technologies laboratory specialized
in biofuels, to assess the performance of B30 biodiesel based
on a blend of 70% automotive diesel and 30% soy ethyl ester,
a fully-renewable energy source. The Group supplied two
cars, a Peugeot 206 with a 1.9-liter diesel engine and a Citroén
Xsara Picasso with a 2.0-liter HDi engine, which were driven
more than 100,000 kilometers on endurance runs and
submitted to trials on test benches. The initial results,
presented in September 2004, were very encouraging, with
a significant net reduction in CO, emissions.

In Brazil, the world's largest producer of ethanol, the Group
sells flex-fuel vehicles whose engines automatically adjust
to biofuel blends of up to 100% ethanol.

As another alternative fuel solution, the Group is exploring
the possibilities offered by compressed natural gas (CNG)
which, in comparison to conventional fuels, is high calorific,
reduces greenhouse gas and other emissions by 20%
compared with an equivalent gasoline engine, and burns very
quietly. To demonstrate its commitment to stepping up the
development of CNG vehicles, the Group has signed the third
CNG protocol aimed at securing the viability of these vehicles
in France by 2010, and, at the signing event, unveiled the
5-door CNG Citroén C3 intended for the consumer market. The
Group is also developing a multipurpose CNG engine adapted
to the requirements of major gas exporting countries, such
as Argentina and Iran, where gas is already a viable alternative
to oil.

7/ PUTTING HYBRID DIESELTECHNOLOGY
ON EUROPEAN ROADS TOMORROW

The presentation of the Citroén C4 and Peugeot 307 Hybrid
HDi demonstrators illustrates the Group's expertise in hybrid
technology, as well as its foresight in combining the HDi diesel
engine with a diesel-electric powertrain to deliver truly
breakthrough performance in terms of fuel efficiency and
CO, emissions. The Hybrid HDi can also run in battery-
only, zero-emissions mode. On a compact family car, the
technology delivers an almost 30% improvement in
fuel economy compared with a conventional HDi, with
consumption falling to a remarkable 3.4 liters per
100 kilometers (combined cycle) and CO, emissions dropping
to 90 grams per kilometer.
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A real-world approach to hybrid diesel
powertrains

The development of the Hybrid HDi fits seamlessly with the
Group's platform strategy. For example, it relies on extensive
carry-over of existing components and sub-assemblies, in
addition to deploying proven technological solutions optimized
for hybrid applications. Nevertheless, hybrids remain
intrinsically more expensive than any internal combustion
solution, due to the addition of such cost drivers as high-
voltage batteries, the electric motor/generator, the inverter
and the regenerative braking system.

The Group is committed to meeting the challenge of
significantly reducing this extra cost so as to narrow the price
gap between a hybrid and a conventional diesel to a more
affordable level, similar to the one currently existing between
an HDi and a gasoline engine.

Market launch for the first commercial Hybrid HDi models
could be scheduled in Europe in 2010, with projected sales of
several tens of thousands of units.

7 HYDROGEN FUEL CELLS OFFER
A LONGER-TERM SOLUTION
FORTHE ENVIRONMENT

Over the longer term, another promising technology that will
play a critical role in reducing auto emissions is the hydrogen
fuel cell, whose many benefits include a reduction in CO,
emissions, which helps abate the greenhouse effect, and the
elimination of local hydrocarbon (HC) and nitrogen oxide (NOXx)
emissions. An in-house team of dedicated specialists is
working on different cells and prototypes with the support
of expert networks formed in partnership with France's
Scientific Research Center (CNRS) and Atomic Energy
Commission (CEA). One result of their research was recently
presented to the public when PSA Peugeot Citroén and the
CEA unveiled GENEPAC, a world-class 80k\W modular fuel
cell stack perfectly suited to automotive applications.

These research programs and partnerships are aimed at
making the development of automotive fuel cell technology
both technically and financially feasible. Bringing this
technology to market, however, means meeting a number
of challenges, such as lowering fuel cell costs, integrating
fuel cells into vehicles, and storing and distributing hydrogen,
which are sometimes beyond the Group'’s control. As a result,
it will be introduced gradually after around 2020.




7 IMPROVING AIR QUALITY

Over the past 30 years, new vehicle emissions have declined
by 95%. The environmental performance of diesel engines
has been further enhanced by the particulate filter, the last link
in the emissions control chain. Invented by PSA Peugeot Citroén,
particulate filter technology is a clear demonstration of the
Group's commitment to improving the quality of air in urban
environments. The filter, an aftertreatment system that
eliminates emissions of particulate matter, is now available on
the Peugeot 206, 207, 307, 407 607 and 807 and the Citroén
C3, C4, Cb, C6, C8 and Xsara Picasso. It will be extended to
all other models in the medium-term future.

Introduced in May 2000, the highly popular particulate filter
has already been installed on nearly 1,500,000 Peugeot and
Citroén HDi diesel vehicles.

Today, the Group is already marketing the filter's third
generation, which uses an entirely new filter medium
architecture known as “octosquare” and is designed for
service-free operation. First offered in 2004, it was deployed
across almost the entire model range by the end of 2005.

2 ECO-DESIGNING FOR DISASSEMBLY
AND REUSE

Peugeot and Citroén cars are all designed for recycling. The
Group has embraced the principles of eco-design, which are
primarily intended to optimize the process of recovering
end-of-life vehicles (ELV) and to improve recycling by limiting
the transfer of waste and encouraging the development of
recovery and recycling facilities. Waste transfer has been
reduced by the elimination of four heavy metals and the
simplification of decontamination operations during the
recycling of end-of-life vehicles.

To facilitate decontamination, the first major step in the ELV
recycling process, the Group designs vehicles for simple
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disassembly. Fuel removal, for example, has been improved
by identifying the fuel tank's bottom dead center.

Other recyclability techniques include marking plastic parts and
elastomers for traceability, using easily recyclable materials,
reducing the variety of materials to facilitate sorting after
shredding and using recycled materials in new vehicles. This
approach will enable the Group to comply with the
forthcoming European Union directive on the recycling and
recovery rate required for vehicles to be homologated.

Today, materials used to make cars have to meet increasingly

stringent criteria, such as:

- Reducing the variety of plastics in a car, to optimize the
related recovery processes and ensure their profitability.

- Using a single family of plastics per major function, so that
an entire sub-assembly can be recycled without prior
dismantling.

- Marking plastic parts with standardized codes, to ensure
identification, sorting and traceability.

- Using recycled materials, to the extent that this is technically
and economically feasible.

- Eliminating four heavy metals (Pb, Cd, Cr and Hg) from every
model introduced since July 1, 2003. This major initiative is
being carried out jointly with suppliers.

Since 2002, more than 800 suppliers have agreed to provide
compliance certificates for all their deliveries or for each part
supplied for forthcoming vehicles.

As a participant in the International Dismantling Information
System (IDIS) project, the Group provides scrap yard facilities
with disassembly instructions for Peugeot and Citroén
vehicles.

At least 95% of the average weight of new Peugeot and
Citroén vehicles is reusable and recoverable, according to
prevailing ISO standards and the Group’s own calculations.
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AUTOMOBILE DIVISION PRODUCTION PLANTS

AND THE ENVIRONMENT

7/ AN EFFECTIVE ORGANIZATION
AND STRONG PRINCIPLES

For many years, PSA Peugeot Citroén has also been engaged
in assertive environmental stewardship in its production
facilities, in a commitment to ensuring that their operations
safeguard the neighboring environment and the quality of life
in host communities. To support this commitment, industrial
strategy integrates environmental protection as part of a
continuous improvement process, based on a disciplined
organization, the allocation of significant funding and an
effective reporting system known as the Industrial
Environment Observatory. Deployed worldwide, this process
efficiently manages the most significant environmental
aspects of the Group's operations.

The corporate risk prevention and management department
includes an environmental section, which coordinates general
activities in this area and has its own capital budget. In
addition, at each plant, an environmental manager is backed
by a dedicated organiza