SOCIETE
GENERALE

31.12.2022 CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited figures)



CONTENTS OF CONSOLIDATED FINANCIAL STATEMENTS

1. CONSOLIDATED FINANCIAL STATEMENTS ... it h e b e b e e b e e b e e s e e s s s b e s b e e s b e e b e e snaene e

CONSOLIDATED BALANCE SHEET - ASSETS
CONSOLIDATED BALANCE SHEET - LIABILITIES....
CONSOLIDATED INCOME STATEMENT
STATEMENT OF NET INCOME AND UNREALISED OR DEFERRED GAINS AND LOSSES
CHANGES IN SHAREHOLDERS'’ EQUITY.....

CASH FLOW STATEMENT ......

2. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS....
NOTE 1 - SIGNIFICANT ACCOUNTING PRINCIPLES......

NOTE 2 — CONSOLIDATION ......cccovviriirienne
NOTE 2.1 - CONSOLIDATION SCOPE ..
NOTE 2.2 - GOODWILL......c..ccvriiriiiiinenn
NOTE 2.3 - UNCONSOLIDATED STRUCTURED ENTITIES....

NOTE 2.4 - NON-CURRENT ASSETS HELD FOR SALE AND RELATED DEBT

NOTE 3 - FINANCIAL INSTRUMENTS
NOTE 3.1 - FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
NOTE 3.2 - FINANCIAL DERIVATIVES .....oiiiiiii e
NOTE 3.3 - FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
NOTE 3.4 - FAIR VALUE OF FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE
NOTE 3.5 - LOANS, RECEIVABLES AND SECURITIES AT AMORTISED COST
NOTE 3.6 - DEBTS .....cooiiiiiiiiiic e
NOTE 3.7 - INTEREST INCOME AND EXPENSE..
NOTE 3.8 - IMPAIRMENT AND PROVISIONS.....
NOTE 3.9 - COMMITMENTS AND ASSETS PLEDGED AND RECEIVED AS SECURITIES
NOTE 3.10 - TRANSFERRED FINANCIAL ASSETS ......ccoiiiiiiiiieiieieecceein s
NOTE 3.11 - OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES....
NOTE 3.12 - CONTRACTUAL MATURITIES OF FINANCIAL LIABILITIES

NOTE 4 - OTHER ACTIVITIES
NOTE 4.1 - FEE INCOME AND EXPENSE
NOTE 4.2 - INCOME AND EXPENSE FROM OTHER ACTIVITIES
NOTE 4.3 - INSURANCE ACTIVITIES
NOTE 4.4 - OTHER ASSETS AND LIABILITIES

NOTE 5 - PERSONNEL EXPENSES AND EMPLOYEE BENEFITS
NOTE 5.1 - PERSONNEL EXPENSES AND RELATED PARTY TRANSACTIONS
NOTE 5.2 - EMPLOYEE BENEFITS

NOTE 6 - INCOME TAX

NOTE 7 - SHAREHOLDERS' EQUITY .....
NOTE 7.1 - TREASURY SHARES AND
NOTE 7.2 - EARNINGS PER SHARE AND DIVIDENDS.....................
NOTE 7.3 - UNREALISED OR DEFERRED GAINS AND LOSSES....

NOTE 8 - ADDITIONAL DISCLOSURES
NOTE 8.1 - SEGMENT REPORTING..
NOTE 8.2 - OTHER OPERATING EXP!
NOTE 8.3 - PROVISIONS..........ccovviiiiiiinininis
NOTE 8.4 - TANGIBLE AND INTANGIBLE FIXED ASSETS
NOTE 8.5 - COMPANIES INCLUDED IN THE CONSOLIDATION SCOPE
NOTE 8.6 - FEES PAID TO STATUTORY AUDITORS

NOTE 9 - INFORMATION ON RISKS AND LITIGATION

NOTE 10 - RISK MANAGEMENT LINKED WITH FINANCIAL INSTRUMENTS
NOTE 10.1 - RISK MANAGEMENT .......coooiiiiiiiiiiii i,
NOTE 10.2 - CAPITAL MANAGEMENT AND ADEQUACY .
NOTE 10.3 - CREDIT AND COUNTERPARTY CREDIT RISK..
NOTE 10.4 - MARKET RISK
NOTE 10.5 - STRUCTURAL INTEREST RATE AND EXCHANGE RATE RISKS ..
NOTE 10.6 - LIQUIDITY RISK




1. CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET - ASSETS

(In EUR m) 31.12.2022 31.12.2021
Cash, due from central banks 207,013 179,969
Financial assets at fair value through profit or loss Notes 3.1, 329,437 342,714
3.2and 3.4 ! !
. - Notes 3.2
Hedging derivatives and 3.4 32,850 13,239
. . . L Notes 3.3
Financial assets at fair value through other comprehensive income and 3.4 37,463 43,450
.. . Notes 3.5
Securities at amortised cost and 3.8 21,430 19,371
. Notes 3.5
Due from banks at amortised cost and 3.8 66,903 55,972
Customer loans at amortised cost Notes 3.5 506,529 497,164
and 3.8
Revaluation differences on portfolios hedged against interest rate risk Note 3.2 (2,262) 131
Investments of insurance companies Note 4.3 158,415 178,898
Tax assets Note 6 4,696 4,812
Other assets Note 4.4 85,072 92,898
Non-current assets held for sale Note 2.4 1,081 27
Deferred profit-sharing Note 4.3 1,175 -
Investments accounted for using the equity method 146 95
Tangible and intangible fixed assets Note 8.4 33,089 31,968
Goodwill Note 2.2 3,781 3,741
Total 1,486,818 1,464,449




CONSOLIDATED BALANCE SHEET - LIABILITIES

(In EUR m) 31.12.2022 31.12.2021
Due to central banks 8,361 5,152
Financial liabilities at fair value through profit or loss Notes 3.1, 300,618 307,563
3.2and 3.4
Hedging derivatives N‘gﬁg g:i 46,164 10,425
Debt securities issued Notes 3.6 133,176 135,324
Due to banks Notes 3.6 132,988 139,177
Customer deposits Notes 3.6 530,764 509,133
Eslzlaluation differences on portfolios hedged against interest rate Note 3.2 (9,659) 2832
Tax liabilities Note 6 1,638 1,577
Other liabilities Note 4.4 107,553 106,305
Non-current liabilities held for sale Note 2.4 220 1
Insurance contracts related liabilities Note 4.3 141,688 155,288
Provisions Note 8.3 4,579 4,850
Subordinated debts 15,946 15,959
Total liabilities 1,414,036 1,393,586
Shareholder's equity
Shareholders' equity, Group share
Issued common stocks and capital reserves Note 7.1 21,248 21,913
Other equity instruments 9,136 7,534
Retained earnings 34,267 30,631
Net income 2,018 5,641
Sub-total 66,669 65,719
Unrealised or deferred capital gains and losses Note 7.3 (218) (652)
Sub-total equity, Group share 66,451 65,067
Non-controlling interests 6,331 5,796
Total equity 72,782 70,863
Total 1,486,818 1,464,449




CONSOLIDATED INCOME STATEMENT

(In EUR m) 2022 2021
Interest and similar income Note 3.7 28,838 20,590
Interest and similar expense Note 3.7 (17,552) (9,872)
Fee income Note 4.1 9,335 9,162
Fee expense Note 4.1 (4,161) (3,842)
Net gains and losses on financial transactions 6,691 5,723
?r{\r,\éggrt] gp?:)r;i 3??0&5%5 on financial instruments at fair value Note 3.1 6,715 5,704
o/w net gains and losses on financial instruments at fair value
through other comprehensive income (10) 44
_o/W net gains and Ios_,ses from the derecognition of financial (14) (25)
instruments at amortised cost
Net income from insurance activities Note 4.3 2,211 2,238
Income from other activities Note 4.2 13,221 12,237
Expenses from other activities Note 4.2 (10,524) (10,438)
Net banking income 28,059 25,798
Personnel expenses Note 5 (10,052) (9,764)
Other operating expenses Note 8.2 (7,009) (6,181)
ﬁ)ggrgzzg?sn, depreciation and impairment of tangible and intangible Note 8.4 (1,569) (1,645)
Gross operating income 9,429 8,208
Cost of risk Note 3.8 (1,647) (700)
Operating income 7,782 7,508
Net income from investments accounted for using the equity method 15 6
Net income / expense from other assets Note 2.1 (3,290) 635
Value adjustments on goodwill - (114)
Earnings before tax 4,507 8,035
Income tax Note 6 (1,560) (1,697)
Consolidated net income 2,947 6,338
Non-controlling interests 929 697
Net income, Group share 2,018 5,641
Earnings per ordinary share Note 7.2 1.73 5.97
Diluted earnings per ordinary share Note 7.2 1.73 5.97




STATEMENT OF NET INCOME AND UNREALISED OR

DEFERRED GAINS AND LOSSES

(In EUR m) 2022 2021
Consolidated net income 2,947 6,338
Unrealised or deferred gains and losses that will be reclassified subsequently
into income (L) 930
Translation differences 1,820 1,457
Revaluation differences for the period 1,278 1,458
Reclassified into income 542 (1)
Revaluation of debt instruments at fair value through other comprehensive income (731) (318)
Revaluation differences for the period (771) (294)
Reclassified into income 40 (24)
Revaluation of available-for-sale financial assets (1,223) (292)
Revaluation differences for the period (1,244) (269)
Reclassified into income 21 (23)
Revaluation of hedging derivatives (380) (36)
Revaluation differences of the period (252) 6
Reclassified into income (128) (42)
Related tax 403 119
Unrealised or deferred gains and losses that will not be reclassified
subsequently into income S 191
Actuarial gains and losses on defined benefit plans 92 236
Rev_aluation of own credit risk of financial liabilities at fair value through 671 8
profit or loss
Revaluation of equity instruments at fair value through other comprehensive income (26) 11
Related tax (198) (64)
Total unrealised or deferred gains and losses 428 1,121
Net income and unrealised or deferred gains and losses 3,375 7,459
o/w Group share 2,592 6,719
o/w non-controlling interests 783 740




CHANGES IN SHAREHOLDERS’ EQUITY

Shareholders' equity, Group share

Issued
common Total
stocks and Unrealised and Non- consolidated
capital Other equity Retained  Netincome, deferred gains controlling shareholder's
(In EUR m) reserves instruments earnings Group share and losses Total interests equity
At 1 January 2021 22,333 9,295 31,812 - (1,730) 61,710 5,302 67,012
Increase in common stock and issuance /
redemption and remuneration of equity instruments B (1.761) (627) . ) (2,388) ©3) @f2)
Elimination of treasury stock (468) - (36) - - (504) - (504)
Equity component of share-based payment plans 48 - - - - 48 - 48
2021 Dividends paid (see Note 7.2) - - (468) - - (468) (193) (661)
Effect of changes of the consolidation scope - - (41) - - (41) (18) (59)
Sub-total of changes linked to relations with
shareholders 9 (420) (1,761) (1,172) - - (3,353) (244) (3,597)
2021 Net income - - - 5,641 - 5,641 697 6,338
Change in unrealised or deferred gains and losses - - - - 1,078 1,078 43 1,121
Other changes - - 9) - - ) @) (11)
Sub-total - - 9) 5,641 1,078 6,710 738 7,448
At 31 December 2021 21,913 7,534 30,631 5,641 (652) 65,067 5,796 70,863
Allocation to retained earnings - - 5,781 (5,641) (140) - - -
At 1 January 2022 21,913 7,534 36,412 - (792) 65,067 5,796 70,863
Increase in common stock and issuance /
redemption and remuneration of equity instruments (233) 1,602 (590) - - 779 33) 746
(see Note 7.1)
Elimination of treasury stock (see Note 7.1) (524) - (66) - - (590) - (590)
Equity component of share-based payment plans 92 - - - - 92 - 92
2022 Dividends paid (see Note 7.2) - - (1,371) - - (1,371) (754) (2,125)
Effect of changes of the consolidation scope _ R R R
(see Note 7.1) (88) (88) 543 455
Sub-total of changes linked to relations with
shareholders (665) 1,602 (2,115) - - (1,178) (244) (1,422)
2022 Net income - - - 2,018 - 2,018 929 2,947
Change in unrealised or deferred gains and losses - - - - 574 574 (146) 428
Other changes - - (30) - - (30) [C))] (34)
Sub-total - - (30) 2,018 574 2,562 779 3,341
At 31 December 2022 21,248 9,136 34,267 2,018 (218) 66,451 6,331 72,782




CASH FLOW STATEMENT

(In EUR m) 2022 2021
Consolidated net income (l) 2,947 6,338
@r;w;;t;ation expense on tangible and intangible fixed assets (including operational 5359 5.444
Depreciation and net allocation to provisions 6,608 684
Net income/loss from investments accounted for using the equity method (15) (6)
Change in deferred taxes 286 425
Net income from the sale of long-term assets and subsidiaries (18) (41)
Other changes * 4,830 957
Non-cash items included in net income and other adjustments excluding income

on financial instruments at fair value through profit or loss (Il) * LAY 7,463
Income on financial instruments at fair value through profit or loss 11,230 4,619
Interbank transactions * (13,899) (2,154)
Customers transactions * 3,855 3,841
Transactions related to other financial assets and liabilities * 29,906 (10,144)
Transactions related to other non-financial assets and liabilities * (11,997) 11,043
Net increase/decrease in cash related to operating assets and liabilities (lll) * 19,095 7,205
Net cash inflow (outflow) related to operating activities (A) = (1) + (II) + (lll) * 39,092 21,006
Net cash inflow (outflow) related to acquisition and disposal of financial assets and long 582 (3,532)
term investments * '

Net cash inflow (outflow) related to tangible and intangible fixed assets (9,594) (6,466)
Net cash inflow (outflow) related to investment activities (B) * (9,012) (9,998)
Cash flow from/to shareholders (712) (4,894)
Other net cash flow arising from financing activities * 498 436
Net cash inflow (outflow) related to financing activities (C) * (214) (4,458)
Effect of changes in foreign exchange rates on cash and cash equivalents (D) 2,354 2,154
Net inflow (outflow) in cash and cash equivalents (A) + (B) + (C) + (D) 32,220 8,704
Cash, due from central banks (assets) 179,969 168,179
Due to central banks (liabilities) (5,152) (1,489)
Current accounts with banks (see Notes 3.5 and 4.3) 28,205 26,609
Demand deposits and current accounts with banks (see Note 3.6) (12,373) (11,354)
Cash and cash equivalents at the start of the year 190,649 181,945
Cash, due from central banks (assets) 207,013 179,969
Due to central banks (liabilities) (8,361) (5,152)
Current accounts with banks (see Notes 3.5 and 4.3) 34,672 28,205
Demand deposits and current accounts with banks (see Note 3.6) (10,455) (12,373)
Cash and cash equivalents at the end of the year 222,869 190,649
Net inflow (outflow) in cash and cash equivalents 32,220 8,704

*  Amounts restated compared to the financial statements published for 2021 in order to reclassify items from the

Other changes line.



2.

NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS

The consolidated financial statements were approved by the Board of Directors on 7 February 2023.

NOTE 1 - SIGNIFICANT ACCOUNTING PRINCIPLES

1.

INTRODUCTION

ACCOUNTING STANDARDS

In accordance with European Regulation 1606/2002 of 19 July 2002 on the application of
International Accounting Standards, the Societe Generale Group (“the Group”) prepared its
consolidated financial statements for the year ended 31 December 2022 in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union and in
force at that date. The Group includes the parent company Societe Generale (including the
Societe Generale foreign branches) and all of the entities in France and abroad that it controls
either directly or indirectly (subsidiaries and joint arrangements) or on which it exercises
significant influence (associates).

These standards are available on the European Commission website.

In accordance with the transitional measures provided by IFRS 9, the Group has elected to
recognise hedging transactions under IAS 39 as adopted by the European Union, including
measures related to macro-fair value hedge accounting (IAS 39 “carve-out”).

FINANCIAL STATEMENTS PRESENTATION

As the IFRS accounting framework does not specify a standard model, the format of the primary
financial statements used is consistent with the format proposed by the French Accounting
Standard Setter, the Autorité des Normes Comptables (ANC), under Recommendation No.
2017-02 of 2 June 2017.

The disclosures provided in the notes to the consolidated financial statements focus on
information that is both relevant and material to the financial statements of the Societe Generale
group, its activities, and the circumstances in which it conducted its operations of the period.

The Group publishes its Annual Financial Report 2023 using the European Single Electronic
Format (ESEF) as defined by the European Delegated Regulation 2019/815 amended by
Commission Delegated Regulation (EU) 2022/352.

PRESENTATION CURRENCY
The presentation currency of the consolidated financial statements is the euro.

The figures presented in the financial statements and in the notes are expressed in millions of
euros, unless otherwise specified. The effect of rounding may generate discrepancies between
the figures presented in the financial statements and those presented in the notes.



2. NEW ACCOUNTING STANDARDS APPLIED BY THE GROUP AS OF 1 JANUARY 2022

Amendments to IAS 37 — “Onerous Contracts — Cost of Fulfilling a Contract”

Amendments to IFRS 16 “Property, Plant and Equipment — Proceeds before Intended
Use”

Annual Improvements to IFRS (2018-2020 cycle)

AMENDMENTS TO IAS 37 — “ONEROUS CONTRACTS — COST OF FULFILLING A CONTRACT”

These amendments clarify the costs to include to calculate the cost of fulfilling a contract when assessing
whether a contract is onerous.

These amendments have no impact on the Group’s consolidated financial statements.

AMENDMENTS TO IAS 16 “PROPERTY, PLANT AND EQUIPMENT — PROCEEDS BEFORE INTENDED USE”

These amendments prohibit an entity from deducting from the cost of an item of property, plant and
equipment any proceeds from selling items produced while bringing that asset to its operating location or
preparing that asset for its intended use. Instead, a company will recognise such sales proceeds and related
production cost in profit or loss.

These amendments do not apply to the Group.
ANNUAL IMPROVEMENTS TO IFRS (2018-2020 CYCLE)

As part of the annual improvement to IFRS, the IASB published minor changes to IFRS 1 “First-time
Adoption of International Financial Reporting Standards”, IFRS 9 “Financial Instruments”, IAS 41
“Agriculture” and IFRS 16 “Leases”.

These changes have no significant impact on the Group financial statements.

FOLLOW-UP OF THE DECISION OF THE IFRS INTERPRETATIONS COMMITTEE (IFRS IC) DATED 27 APRIL
2021 ON IAS 38

During its 27 April 2021 meeting, the IFRS IC reiterated the rules relating to the accounting by the customer
of the costs of configuring or customising the supplier’'s application software used under a Software as a
Service (SaaS) arrangement.

A study was conducted within the Group. The IFRS IC decision has no significant impact on the processing
of the contracts existing as at 31 December 2022. The provisions of this decision will be applied in the Group
to account for costs of configuring or customising any new application software used as a SaaS application.

3. ACCOUNTING STANDARDS, AMENDMENTS OR INTERPRETATIONS TO BE APPLIED BY THE
GROUP IN THE FUTURE

The IASB published accounting standards and amendments, some of which have not been adopted by the
European Union as at 31 December 2022. Their application is required for the financial years beginning on
or after 1 January 2023 at the earliest or on the date of their adoption by the European Union. They have
thus not been applied to the Group as at 31 December 2022.



The provisional application timeframe for the standards with the most impact on the Group is as follows:

* IFRS 17 "Insurance contracts" / Amendments to IFRS 17 published as at 25 Ju&
2021 and amendments to IFRS 17 and IFRS 9 published as at 9 December 2021
(see paragraph 4)

*Amendments to IAS 1 "Disclosure of Accounting Policies"
*Amendments to IAS 8 "Definition of Accounting Estimates™

«Amendments to IAS 12 "Income taxes - Deferred Tax related to Assets and Liabilities
arising from a Single Transaction”

*Amendments to IFRS 16 “Lease Liability in a Sale and Leaseback"

AMENDMENTS TO IAS 1 “DISCLOSURE OF ACCOUNTING POLICIES”
Adopted by the European Union on 2 March 2022.

The aim of these amendments is to help companies improve the materiality of the information on accounting
policies disclosed in the Notes to the financial statements and the usefulness of that information to investors
and financial statement users.

AMENDMENTS TO IAS 8 “DEFINITION OF ACCOUNTING ESTIMATES”
Adopted by the European Union on 2 March 2022.

The aim of these amendments is to facilitate distinguishing between changes in accounting methods and
changes in accounting estimates.

AMENDMENTS TOIAS 12 “INCOME TAXES” - DEFERRED TAX RELATED TO ASSETS AND LIABILITIES ARISING
FROM A SINGLE TRANSACTION

Adopted by the European Union on 11 August 2022.

These amendments clarify and narrow the scope of the exemption provided by the IAS 12 standard allowing
institutions to not recognise any deferred tax during the initial recognition of an asset and a liability.
Are excluded from the exemption scope all leases and decommissioning obligations for which companies
recognise both an asset and a liability and will now have to recognise deferred taxes.

The aim of these amendments is to reduce heterogeneity in the recognition of the deferred tax related to
leases and decommissioning obligations.

Since the date of first application of IFRS 16, the Group has been considering the rights of use and the
lease-related debt as a single transaction. Consequently, on the initial recognition date, the amount of
deferred tax asset offsets the amount of deferred tax liability. The net temporary differences resulting from
later variations in the right of use and lease debt subsequently result in the recognition of a deferred tax.
This amendment thus has no impact on the Group’s consolidated financial statements.



AMENDMENTS TO IFRS 16 “LEASE LIABILITY IN A SALE AND LEASEBACK”

Published on 22 September 2022.

These amendments clarify the subsequent assessment of sale and leaseback transactions when the initial
transfer of the property, plant or equipment meets the criteria of IFRS 15 for recognition as a sale. These
amendments specify in particular how to subsequently assess the lease liability resulting from this sale and
leaseback transactions, made of payments of variable leases that do not depend on an index or a rate.

The impact of these amendments is currently being analysed.

4. PREPARATION FOR THE FIRST-TIME APPLICATION OF IFRS 17 “INSURANCE CONTRACTS”
AND OF IFRS 9 “FINANCIAL INSTRUMENTS” TO THE LEGAL ENTITIES OPERATING IN THE
INSURANCE SECTOR

IFRS 17 “Insurance contracts”, issued on 18 May 2017 and modified by the 25 June 2020 and 9 December
2021 Amendments, will replace IFRS 4 “Insurance contracts” which allows, in particular, insurance contracts
to be recognised using methods required by the local accounting regulations.

On 23 November 2021, the European Commission (EC) published in the Official Journal Regulation (EU)
2021/2036 of 19 November 2021 adopting IFRS 17 “Insurance contracts “. This adoption included the
possibility for European companies not to implement the requirement stated in the standard to group some
insurance contracts by annual cohort for their measurement (see paragraph: “Grouping of contracts”); this
exemption will be reassessed by the European Commission at the latest on 31 December 2027.

IFRS 17 applies from 1 January 2023. On the same date, the Group’ subsidiaries operating in the insurance
sector will apply IFRS 9 “Financial Instruments” for the first time; this application has been delayed as a
result of the possibilities offered by the Amendments to IFRS 17 and to IFRS 4 issued by the IASB on
25 June 2020 and expanded by Regulations (EU) 2017/1988 and 2020/2097 of the European Commission.

On 9 September 2022, the European Union adopted the amendment to IFRS 17 published by the IASB on
9 December 2021 with the aim of improving the usefulness of the comparative information about financial
assets presented on the initial application of IFRS 17 and IFRS 9.

The main consequences of the application of IFRS 17 concern:

— the measurement of insurance contracts, materialised mainly as liabilities on the balance sheet: their
value will be updated on each closing date based on a reestimate of the future cash flows related to their
execution. This reestimate will take account, in particular, of market data in relation to financial elements
and the behaviour of policyholders;

— the recognition of the margin: although the profitability of the insurance contracts remains unchanged,
the pace of recognition in the income statement will be modified. Any expected profit will be deferred in
the balance sheet and spread in the income statement over the coverage period of the insurance
contracts. Conversely any expected loss will immediately be recognised in the income statement upon
its initial recognition or in subsequent measurements; and

— the presentation of the income statement: the operating expenses attributable to the execution of
insurance contracts will hence be presented in reduction of the Net Banking Income as Insurance
services expenses and will thus not impact the total operating expenses on the consolidated income
statement anymore.

SCOPE OF THE CONTRACTS

The insurance contracts to which IFRS 17 applies are the same as those to which IFRS 4 currently applies.
These are the insurance contracts issued, the reinsurance contracts issued or held, as well as the
investment contracts issued which include a discretionary participation feature provided they are issued by
an entity which also issues insurance contracts. Like IFRS 4, IFRS 17 does not apply to the insurance
contracts for which the Group is the insured beneficiary except for the contracts identified as reinsurance
treaties.
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GROUPING OF CONTRACTS

To assess the insurance contracts issued, IFRS 17 requires that the latter be grouped into homogeneous
portfolios. Within these portfolios all contracts have to be exposed to similar risks and managed together.

In each portfolio, three groups of contracts shall be distinguished upon initial recognition: onerous contracts,
contracts with no significant possibility of becoming subsequently onerous, and other contracts.

Furthermore, IFRS 17 stipulates that each group of contracts has to be subdivided into annual cohorts (no
more than twelve months interval between the dates of issue of the contracts). In the context of the adoption
of IFRS 17, the European Commission offered to European companies the option not to apply this provision
to the contracts with intergenerational mutualisation of the returns of the underlying assets in the countries
where the Group markets insurance contracts.

The Group will use this optional exemption for all the saving life insurance contracts issued as they include
direct or discretionary profit-sharing elements for which both risks and cashflows are shared between
different generations of policyholders. These savings life insurance contracts are also managed on an
intergenerational basis in order to mitigate the exposure to interest rate and longevity risks.

MEASUREMENT MODELS
General Model applicable to the insurance contracts issued

Initial measurement

On initial recognition, the value of a group of insurance contracts issued corresponds to the sum of the
following items:

Future cash flows estimated as at the Discounting Adjustment f_or non-financial
effective date of the contract risks

ije value of money and fingncial (s EEHu )
Premiums, services, directly attributable risks not taken into account in the : o
costs. estimated cash flows. Margin for uncertainties on the
estimated future cash flows.

+

Contractual service margin

Future profits expected, calculated at the subscription of the contract.

The contractual service margin (CSM) represents the unearned profit that the entity will recognise in the
income statement as the insurance services are provided in the future. Its amount is determined at the time
of initial recognition on the group of insurance contracts so that, at that date, no income or expense is
recorded, except in the particular case of groups of onerous contracts the loss of which, corresponding to
the net expected cash outflow, has to be immediately recognised in profit or loss.
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The yield curve used to discount the estimated future cash flows is determined through a bottom-up
approach: this approach consists in adding to a risk-free yield curve (swap rate curve) an illiquidity premium
to represent the differences in characteristics between liquid risk-free financial instruments and insurance
contracts.

The adjustment for non-financial risk is determined from an approach by quantile based on a level of
confidence of 90% for the Savings life insurance activity and 80% to 90% for the Protection activity.
Accordingly, the calculation method of the adjustment for non-financial risk has not benefited from a
diversification effect between these different insurance activities.

Subsequent measurement (excluding onerous contracts)

On each closing date, the carrying amount in the balance sheet of the group of insurance contracts issued
is remeasured. It is then equal to the sum of the following amounts:

— the liability for remaining coverage, which encompasses the value of the fulfilment cash flows reestimated
at that date (present value of the premiums receivable and of the cost of future insurance services over
the remaining coverage period) and the contractual service margin reestimated at the same date as
described above;

— the liability for incurred claims, for an amount equal to the present value of the estimated cashflows
necessary to settle the valid claims for past events.

On the same closing date, the amount of contractual service margin is reestimated to take account notably,
for all contracts, of:

— the effect of the new contracts added to the group of contracts,
— the interest capitalised at the discount rate used to determine the initial value of the margin,

— the reestimate of the fulfilment cash flows (discounted value of the premiums receivable and of the cost
of future insurance services on the remaining coverage period, excluding the estimated cashflows
necessary to settle the valid claims for past events, that are measured separately).

To determine the amount of CSM for the time elapsed to be recognised in profit or loss for each IFRS 17
portfolio, it is necessary to define coverage units. Coverage units correspond to the quantity of coverage
provided by the contracts making up the group, taking account of the volume of services provided and of
the expected coverage duration.

Protection activity

The Group will primarily apply the General Model to measure its provident contracts (borrower insurance,
funeral, dependency... contracts).

For the Protection — provident activity, the insured value (for example the outstanding principal due in the
context of a borrower contract) will be used to measure the quantity of service (or coverage units) provided
or to be provided, with a view to allocating the CSM to the net income of the time period.

General Model modified for the contracts with direct participation features (Variable Fee Approach)

To measure the insurance contracts issued with direct participation features, the General Model provided
for by IFRS 17 is adjusted to take account of the participation of policyholders to the returns on investments
underlying the contracts.
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This approach, known as the Variable Fee Approach (VFA), has to be used to measure the groups of
insurance contracts for which:

— the contractual terms specify that the policyholder participates in a share of a clearly identified pool of
underlying items;

— the entity expects to pay to the policyholder an amount equal to a substantial share of the fair value
returns on the underlying items; and

— the entity expects a substantial proportion of any change in the amounts to be paid to the policyholder
to vary with the change in fair value of the underlying items.

Eligibility to this measurement model is analysed on the issuance date of the contracts and may
subsequently be reassessed only in case of modification of said contracts.

The major modifications to the General Model concern:

— the portion of changes in the fair value of the underlying investments that is due to the insurer. At each
closing date, this portion of changes during the period is incorporated into the contractual service margin
in order to be recognised in profit or loss over the remaining coverage period provided for by the
contracts;

— the interest on the contractual service margin whose changes are implicit in the periodic review of the
contractual service margin.

Savings life insurance activities

The Group has established that almost all the savings life insurance contracts issued by its insurance
subsidiaries meet the definition of contracts with direct participation. These contracts, which represent the
predominant part of the Group'’s insurance business (about 99% of the estimated cash flows discounted as
at 1 January 2022), will be assessed using the General Model adjusted for the Variable Fee Approach
(VFA). The other contracts of these categories are assessed based on the General Model or under IFRS 9
if they meet the definition of an investment contract.

For the savings life insurance activity, the quantity of service (or coverage units) used to allocate the CSM
to net income will be determined based on the stocks of future cash flows estimated over the period and at
future periods. An adjustment will be made with a view to correcting the so-called bow wave effect, using
the financial performance expected over the forecast period.

Simplified approach (Premium Allocation Approach)

The standard also allows, under some conditions, for the application of a simplified approach to contracts
with an insurance coverage period lower or equal to 12 months or for which the measurement of the liability
for remaining coverage of the group resulting from the application of this simplified method will not differ
significantly from the measurement resulting from the application of the general model.

The premiums receivable during the contractual insurance period are recognised in profit on a straight-line
basis over this contractual period (or according to the expected pattern of release of risk even if this pattern
vastly differs from a straight-line pattern).

As in the General Model, claims are provisioned upon their occurrence through a profit or loss account for
an amount equal to the estimated value of the cash flows necessary to settle the valid claims (it is however
not necessary, in order to account for the time value of money, to discount the amount of indemnification if
its payment is expected within one year after the date of the claim).

Protection activity

The Group will primarily apply the simplified approach to assess its property and casualty insurance
(personal injury, means of payment, multi-risk home insurance...) contracts.
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PRESENTATION OF THE FINANCIAL PERFORMANCE

On the consolidated income statement, the incomes and expenses relating to the insurance contracts issued
and the reinsurance contracts will be presented under Net banking income, distinguishing between, on one
side:

— the income from the insurance and reinsurance contracts issued,

— the service expenses relating to the insurance and reinsurance contracts issued, and

— the income and expenses relating to the reinsurance contracts held,;

and on the other side:

— the financial income and expenses of the insurance and reinsurance contracts issued, and

— the financial income and expenses of the reinsurance contracts held.

The service expenses relating to the insurance and reinsurance contracts issued as well as the expenses
relating to the reinsurance contracts held will then include the share of operating expenses directly
attributable to the fulfilment of the contracts which will then be deducted from the Net banking income.

Many insurance contracts include an investment component in the form of a deposit paid by the policyholder
and which the insurer is contractually bound to repay to him even if the insured event does not occur. Even
if they may take the contractual form of insurance premiums and services, the collection and repayment
flows of these deposits do not constitute either income or expenses in relation to these contracts.

The execution cash flows and the contractual service margin are recognised on a discounted basis that
reflects the cash flow schedule.

For the insurance contracts issued, the impact of the time value of money decreases over time and this
decrease is reflected in the comprehensive income statement as an insurance financial expense. To put it
simply, insurance financial expenses are similar to the interest paid on an early payment and reflect the fact
that subscribers usually pay premiums from the start and receive services only at a later date.

The insurance financial expenses or income also include the impact on the carrying amount of insurance
contracts of some changes in financial assumptions (i.e., the discounting rate and other financial variables)

The impacts of these changes in the discounting rate and other financial variables are recognised in the
period when the changes occur.

The Group has chosen, as provided for in the standard, to break these impacts down between the net
income and the equity for all of its groups of contracts. This choice allows it to align the accounting treatment
of the contract portfolios with the accounting treatment of the assets held as coverage.

Application of IFRS 17

The initial application of IFRS 17 as at 1 January 2023 will be retrospective and the comparative data of the
2022 financial year will be restated.

The differences in measurement of the insurance assets and liabilities resulting from the retrospective
application of IFRS 17 as at 1 January 2022 will be presented directly in equity.

The retrospective measurement of these assets and liabilities, and in particular of the different insurance
contract portfolios, may be subject to simplified alternate approaches when the historical data necessary for
a fully retrospective application are not available. The standard then allows for the use of:

— either a modified retrospective approach that will provide, based on reasonable information available at
no cost or undue effort, measurements that are as close as possible to those that would result from the
retrospective application of the standard;

— or an approach based on the fair value of the insurance contracts portfolios as at 1 January 2022.

The Group will apply a modified retrospective approach for the savings life insurance contracts which make
for the large majority of its contracts. Protection — property and casualty contracts will be subject to a full
retrospective approach. For Protection - provident contracts a retrospective approach, either full or modified,
will be applied on a case-by-case basis.
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The assessment of the insurance contracts made on a current basis, taking into account the time value of
money and the financial risks relating to future cash flows, will require to review the modalities for measuring
some assets regarded as backing the contracts with a view to removing the possible accounting mismatch.

From the initial application of IFRS 17, the Group will measure at fair value the investment properties held
by insurance companies regarded as backing the insurance contracts issued.

Transitioning to IFRS 17 requires including in the assessment of the insurance contracts the administrative
costs (personnel expenses, amortisation expenses for fixed assets ...) directly attributable to the fulfilment
of contracts and present them as Insurance services expenses in the Net banking income.

The Group’s insurance entities will systematically identify in the fulfilment cash flows of their contracts the
amount of administrative costs they expect to bear. These administrative costs will be presented under the
“Insurance services expenses in the Net banking income” item. Consequently, the administrative costs
presented by nature on the income statement will be reduced by the amounts allocated to the fulfilment of
the insurance contracts.

Furthermore, the Group’s banking entities are required to market, through their retail branch networks, the
insurance contracts issued by the Group’s insurance entities and thus invoice fees to these entities. These
fees cover the costs borne by the banking entities plus a margin. In the case of invoicing between Group-
controlled entities, the internal margin received by the banking entity and borne by the insurance entity will
be eliminated in the consolidated accounts. The administrative costs borne by the banking entities for the
distribution of contracts will be regarded as expenses directly attributable to the fulfilment of the contracts
and will thus be incorporated into the measurement of the contracts and presented under the Insurance
services expenses item. The contractual service margin of the insurance contracts distributed by the Group’s
banking entities will thus be determined by taking into account both the costs borne by the distributing
banking entity (excl. internal margin) and the other directly attributable costs borne by the insurance entity.

Application of IFRS 9 by the Group’s insurance entities

The initial application of IFRS 9 by the Group’s insurance entities as at 1 January 2023 will be retrospective.

For the sake of consistency with the IFRS 17 transition arrangements, and in order to provide more relevant
and useful information, the Group will restate the comparative data of the 2022 financial year relating to the
relevant financial instruments of its insurance entities (including the financial instruments derecognised
during the 2022 financial year).

Following the retrospective application of IFRS 9 as at 1 January 2022, differences resulting mainly from
the measurement of the financial assets and liabilities concerned and of the impairment for credit risk will
be recognised directly in equity.

The treatment of the financial assets currently measured at fair value through profit or loss will not be
modified. The other financial assets (mainly Financial assets available for sale) comprise:

— basic financial instruments — whose cash flows correspond solely to repayments of principal and
payments of interest on the principal due — (see Note 4.3.2):

= held within a “Collect and sell” business model: these instruments, which correspond to investments
negotiated in relation to the management of insurance contracts, will be reclassified as Financial assets
at fair value through equity.

= held within a “Collect” business model: these instruments, primarily held for the reinvestment of own
funds, will be reclassified as Financial assets at amortised cost;

— non-basic financial instruments: these instruments will be reclassified as Financial assets at fair value
through Profit or Loss. The unrealised Gains and losses recognised directly in equity will be reclassified
under Retained earnings (with no impact on the Group’s equity).

Owing to the credit quality of the assets held (see Note 4.3.4), the application of the IFRS 9 provisions to
the recognition of expected credit losses should only result in a limited increase in their impairment.
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Impacts on the Group’s financial statements of the application of IFRS 17 and IFRS 9 by insurance
entities

The retrospective application of IFRS 17 and IFRS 9 by the Group’s insurance entities results as at
15t January 2022 (transition date) in a EUR 46 million increase of the Group’s consolidated equity and the
recording on the balance sheet of a contractual service margin (deferred income) determined for the
insurance and reinsurance contracts issued totalling EUR 8,404 million.

In keeping with the possibility offered by Recommendation n° 2022-01 dated 8 April 2022 of the French
ANC on the format of the consolidated accounts of the institutions of the banking sector under the
International Accounting Standards which will supersede Recommendation n® 2017-02 from the initial
application of IFRS 17 on, the Group will present the financial investments of its insurance business under
the same accounting items than those used for the financial assets held in the context of the other
businesses of the Group.

ORGANISATION OF THE IFRS 17 IMPLEMENTATION PROGRAMME

A project structure has been set up under the joint governance of the Group’s Finance Division and the
Insurance Business Line.

This governance is articulated around the following main themes with a view to implementing IFRS 9 and
IFRS 17 in the Group’s insurance entities, in France and abroad:

— accounting treatments and calculation models;

— presentation in the Financial statements and the Notes, and financial communication;
— adaptation of the closing process;

— selection and deployment of the IT solution.

In 2019 and 2020, the work primarily consisted in reviewing the different types of contracts, analysing their
accounting treatment under IFRS 17 and their presentation in the consolidated financial statements, and
lastly, examining and selecting solutions in terms of Information system and processes.

In 2021, the work focused on the implementation of new processes and the approval and deployment of the
IT solution.

In 2022, the preparatory work continued with the validation of the tools and processes, the finalisation of the
accounting treatments and calculation models, and the production of the opening data as at 1 January 2022
and of the comparative information on this financial year.

5. USE OF ESTIMATES AND JUDGMENT

To prepare the Group’s consolidated financial statements, in application of the accounting principles
described in the Notes, the Management makes assumptions and estimates that may impact on the
amounts recognised in the income statement or as Unrealised or deferred capital gains and losses, on the
valuation of assets and liabilities in the balance sheet, and on the information disclosed in the related notes
to the consolidated financial statements.

In order to make these assumptions and estimates, the Management uses the information available at the
date of preparation of the consolidated financial statements and may exercise its judgment. Valuations
based on estimates innately involve risks and uncertainties relating to their occurrence in the future.
Consequently, the actual future results may differ from these estimates and have a significant impact on the
financial statements.

The assumptions and estimates made for the preparation of these consolidated financial statements take
account of both the uncertainties about the economic consequences of the war in Ukraine and those that
remain with regard to the Covid-19 pandemic, as well as of the current macroeconomic conditions. The
effects of these events on the assumptions and estimates used are specified in the 6th paragraph of this
Note.
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Estimates and judgment are applied in particular with regard to the following items:

= the fair value in the balance sheet of financial instruments not listed on an active market which are
recognised as Financial assets and liabilities at fair value through profit or loss, Hedging derivatives,
Financial assets at fair value through other comprehensive income or Investments of insurance
companies (described in Notes 3.1, 3.2, 3.3, 3.4 and 4.3), as well as the fair value of the instruments
measured at amortised cost for which this information must be disclosed in the Notes to the financial
statements;

= the impairment and provisions for credit risk related to financial assets measured at amortised cost or at
fair value through other comprehensive income and loan commitments and guarantee commitments
granted measured using models or internal assumptions based on historical, current and prospective
data (see Note 3.8). The use of estimates and judgment relates in particular to the assessment of the
deterioration in credit risk observed since the initial recognition of financial assets and the measurement
of the amount of expected credit losses on these same financial assets;

= the assumptions and amortisation conventions used to determine the maturities of financial assets and
liabilities for the purpose of measuring and monitoring structural interest rate risk and documenting the
related macro fair value hedge accounting (see Note 3.2);

= the impairment of Goodwill (see Note 2.2);

= the provisions recorded under liabilities on the balance sheet, the underwriting reserves of insurance
companies and the deferred profit-sharing (see Notes 4.3, 5.2 and 8.3);

= the tax assets and liabilities recognised on balance sheet (see Note 6);
= the analysis of the characteristics of the contractual cash flows of financial assets (see Note 3);

= the assessment of control for the determination of the scope of consolidated entities, especially with
regard to structured entities (see Note 2.3);

= the determination of the lease period to be applied for recognising the right-of-use assets and the lease
liabilities (see Note 8.4).

CLIMATE RISKS

The Group continues its work to gradually integrate climate risks in the preparation of its

consolidated accounts. Climate change-related risks are not a new risk category but rather an

aggravating factor for categories already covered by the Group’s risk management system. In this

regard, the impact of transitional risk on the credit risk of the corporate customers of
Societe Generale remains the primary climate risk for the Group.

As at 31 December 2022, the determination of the expected credit losses includes the possible impact of
climate risks considered when assessing individual risks and sectoral risks, provided it is compatible with
the provisioning horizon; and the impact of the Group’s commitments in favour of the energy and
environmental transition and the development of the territories are still taken into account in the estimated
budgets to determine the recoverable amount of the cash-generating units (CGU) and the recoverability of
the deferred tax assets.

In addition, the Group analyses the provisions of the draft ESRS (European Sustainability Reporting
Standards) prepared and subjected to public consultation by the EFRAG (European Financial Reporting
Advisory Group), in particular those relating to connectivity between these future disclosure requirements
and the consolidated financial statements.

The Group continues its work to gradually integrate climate risks in the preparation of its consolidated
accounts (see Notes 2.2, 3, 3.8 and 6).
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6. CRISES: COVID-19, WAR IN UKRAINE AND ECONOMIC CONSEQUENCES

The lifting of the Covid-19-related restrictions in several major economies has supported economic activity
even if the lockdowns in Mainland China have hampered it.

However, 2022 has been marked by the war in Ukraine. The conflict, with its loss of human life and the
suffering caused, has significant economic costs and is accompanied with a very high degree of uncertainty.

In the euro area, the supply difficulties, the increase in energy costs, the decline in purchasing power with
high inflation and the tightening of economic policies are the main bottlenecks to growth. If pandemic-related
risks have decreased significantly in the short-term, the strong uncertainties related to the war in Ukraine
jeopardise these prospects and a more pronounced slowdown is anticipated in 2023.

Furthermore, the Group announced in April 2022, the cessation of its banking and insurance business in
Russia. In May 2022, the Group completed the transfer of Rosbank and its insurance subsidiaries in Russia
(see Note 2.1).

In this context, the Group has updated the macroeconomic scenarios selected to prepare the consolidated
financial statements and has continued applying certain adjustments to its models (adjustments to the GDP
as described in Note 3.8).

These macro-economic scenarios are taken into account in the credit loss measurement models including
forward-looking data (see Note 3.8) and are also used in some tests regarding goodwill impairment (see

Note 2.2) and deferred tax assets recovery (see Note 6).

6.1 MACROECONOMIC SCENARIOS

As at 31 December 2022, the Group has selected three scenarios to factor in the uncertainties relating to
the war in Ukraine, the ongoing Covid-19 pandemic and the current macro-economic context. The
SG Extended scenario, drafted specifically in the context of the sanitary crisis, has become obsolete owing
to the management and evolution of the crisis during 2022.

The assumptions selected to draw up the scenarios are listed below:

— The central scenario (SG Central) predicts a sharp economic slowdown in 2023, and only a modest
rebound in growth in 2024. In 2023, inflation will remain high, close to 5.5% before dropping below 3%
in 2024 and returning to target in the mid-term. The ECB will continue tightening its monetary policy in
the short term; but a possible easing might start at the end of 2023.

— The favourable scenario (SG Favourable) describes an accelerated economic growth compared to the
trajectory projected in the central scenario; this growth may result from improved supply conditions owing
to a positive shock on productivity or from unexpectedly improved demand conditions (situation observed
in several economies in 2021/2022 following releases from lockdowns). In both cases, stronger growth
will have a positive impact on employment and/or the profitability of companies.

— The stressed scenario (SG Stress) corresponds to a crisis situation leading to a negative deviation in
GDP compared to the central scenario. This scenario may result from a financial crisis (2008 crisis, Euro
area crisis...), an exogenous crisis (Covid-19-like pandemic) or a combination of both.

These scenarios are developed by the Economic and Sector Research Division of Societe Generale for all

the entities of the Group based on the information published by the statistical institutes in each country.

Forecasts from institutions (IMF, Global Bank, ECB, OECD...) and the consensus among market
economists serve as a reference to challenge the Group’s forecasts in order to ensure the relevance and
consistency of the thus-constructed scenarios.

6.2 FINANCIAL INSTRUMENTS: EXPECTED CREDIT LOSSES

The scenarios provided by the Group economists are incorporated into the credit loss provisioning models
over a three-year horizon, followed by a two-year period to gradually return by the fifth year to the average
probability of default observed during the calibration period. The assumptions made by the Group with a
view to developing these macro-economic scenarios are updated to account for the uncertainties about the
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economic consequences of the war in Ukraine and the remaining uncertainties regarding the Covid-19

pandemic.

VARIABLES

The GDP growth rate, the profit margin of businesses in France, the unemployment rates, the inflation rate
in France and the yield on France 10-year government bonds are the main variables used in the expected

credit losses valuation models.

The variables with the stronger impact on the determination of expected credit losses (GDP growth
percentage for the major countries in which the Group operates and profit margin of businesses in France)

for each scenario are detailed hereinafter:

SG Favourable scenario 2023 2024 2025 2026 2027
France GDP 15 2.8 2.0 2.1 1.3
Profit margin of French companies 32.7 32.7 32.9 329 32.3
Euro area GDP 1.2 2.7 2.0 2.1 1.3
United States GDP 1.0 2.6 2.8 2.8 2.3
China GDP 55 6.3 51 5.2 4.4
Czech Republic GDP 14 4.0 3.0 3.1 2.3
Romania GDP 2.9 4.5 3.8 3.8 3.2
SG Central scenario 2023 2024 2025 2026 2027
France GDP 0.5 0.8 1.0 1.1 1.3
Profit margin of French companies 32.1 32.4 324 324 32.3
Euro area GDP 0.2 0.7 1.0 1.1 1.3
United States GDP 0.0 0.6 1.8 1.8 2.3
China GDP 4.5 4.3 4.1 4.2 4.4
Czech Republic GDP 0.4 2.0 2.0 2.1 2.3
Romania GDP 1.9 2.5 2.8 2.8 3.2
SG Stress scenario 2023 2024 2025 2026 2027
France GDP (4.5) (2.2) (0.5) 0.6 1.3
Profit margin of French companies 29.9 30.2 30.2 30.2 32.3
Euro area GDP (4.8) (2.3) (0.5) 0.6 1.3
United States GDP (5.0) (2.4) 0.3 1.3 2.3
China GDP (0.5) 1.3 2.6 3.7 4.4
Czech Republic GDP (4.6) (1.0 0.5 1.6 2.3
Romania GDP (3.2) (0.5) 1.3 2.3 3.2

These simulations assume that the historical relationships between the key economic variables and the risk
parameters remain unchanged. In practice, these correlations may be impacted by geopolitical or climatic
events, changes in behaviour, legal environment or granting policy.
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The illustration below compares the GDP forecasts in the euro area used by the Group for each scenario
with the scenarios published by the ECB in December 2022.

GDP forecasts by scenario, in percentage
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WEIGHTING OF THE MACROECONOMIC SCENARIOS

The probabilities used are based on the differences observed over the past 25 years between the forecasts
made by a consensus of economists regarding the US GDP and the actual scenario that occurred (forecast
similar to the actual scenario, significantly optimistic or pessimistic).

In order to better account for a possible reversal of the cycle, the Group applies a methodology for weighting
scenarios and assigns a higher weight to the Central scenario when the economy is depressed. Conversely,
the methodology provides for a higher weight to be assigned to the SG Stress scenario when the economy
moves towards the peak of the cycle. Accordingly, the weighting applied to the Central scenario is set at
60% as at 31 December 2022 in relation to the cancellation of the SG Extended scenario.

Presentation of the changes in weightings:

31.12.2022 30.06.2022 31.12.2021
SG Central 60% 60% 50%
SG Extended NA NA 10%
SG Stress 30% 30% 30%
SG Favourable 10% 10% 10%

CALCULATION OF EXPECTED CREDIT LOSSES AND SENSITIVITY ANALYSIS

The Cost of risk as at 31 December 2022 amounts to a net expense of EUR 1,647 million, increasing by
EUR 947 million (+135%) compared to 31 December 2021 (EUR 700 million).

Sensitivity tests have been conducted to measure the impact of the changes in weightings on the models.
The sectoral adjustments (see Note 3.8) have been taken into account in the sensitivity tests. The scope of
this exercise concerns the outstanding amounts classified as Stage 1 and Stage 2 subject to a statistical
modelling of the impacts of the macro-economic variables (72% of the outstanding amounts in
Stage 1/Stage 2).
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The results of these tests, with no impact on the classification of the outstanding amounts concerned,
show that, in the event of a 100% weighting:

— of the SG Stress scenario, the impact would be an additional allocation of EUR 627 million;
— of the SG Favourable scenario, the impact would be a reversal of EUR 407 million;
— of the SG Central scenario, the impact would be a reversal of EUR 272 million.

COVID-19 CRISIS: FRENCH STATE GUARANTEED LOANS (PGE)

Until 30 June 2022, the Group offered to its crisis-impacted customers (professionals and corporate
customers) the allocation of State Guaranteed Loan facilities (PGE) within the framework of the 2020 French
Amending Finance Act and the conditions set by the French decree of 23 March 2020. These are financings
granted at cost price and guaranteed by the government for a share of the borrowed amount between 70 to
90% depending on the size of the borrowing enterprise (with a waiting period of two months after
disbursement at the end of which the guarantee period begins).

With a maximum amount corresponding, in the general case, to three months of turnover before tax, these
loans come with a one-year repayment exemption. At the end of that year, the customer may either repay
the loan or amortise it over one to five more years, with the possibility of extending the grace period for the
repayment of principal for one year (in line with the announcements made by the French “Ministre de
I'Economie, des Finances et de la Relance” on 14 January 2021) without extending the total duration of the
loan. The remuneration conditions of the guarantee are set by the State and are applicable by all French
banking institutions: the Bank keeps only a share of the guarantee premium paid by the borrower (the
amount of which depends on the size of the Company and the maturity of the loan) remunerating the risk it
bears, which corresponds to the part of the loan not guaranteed by the State (i.e., between 10% and 30%
of the loan depending on the size of the borrowing company).

The contractual characteristics of PGE are those of basic loans (SPPI criterion) and these loans are held
by the Group as part of a business model whose objective is to collect their contractual cash flows until their
maturity; as a result, these loans have been recorded in the consolidated balance sheet under Customer
loans at amortised cost.

As at 31 December 2022, the balance sheet outstanding amount of State Guaranteed Loans (PGE) granted
by the Group is approximately EUR 13.3 billion after the first repayments made in 2022 at the end of the
moratorium period, (of which EUR 4.1 billion classified as Stage 2 and EUR 1 billion as Stage 3). The PGE
granted by the Retail Banking networks In France amount, as at 31 December 2022, to EUR 11.5 billion (of
which EUR 3.8 billion classified as Stage 2 and EUR 0.9 hillion as Stage 3), without predominance of a
specific sector; the State guarantee for these loans covers, on average, 90% of their amount.

The expected credit losses recognised as at 31 December 2022 for PGE (French State Guaranteed Loans)
amount to some EUR 210 million including EUR 130 million booked by the French retail networks (including
EUR 50 million in Stage 2 and EUR 70 million in Stage 3).

A French decree published on 19 January 2022, amending the decree published on 23 March 2020, allows
some companies to benefit, under certain conditions, from an extension of their PGE repayment deadlines
from 6 to 10 years; these extensions have not had any significant impact on the Group’s financial statements
as at 31 December 2022.

CONSEQUENCES OF THE WAR IN UKRAINE

The table below presents the changes in balance sheet and off-balance sheet exposures (measured at
amortised cost or at fair value through equity) booked by the Group entities located in Russia, on one side,
and by the Group entities outside Russia on Russian counterparties or Russian Group entities, on the other
side.
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31.12.2022 30.06.2022 31.12.2021

Exposure at Gross  Exposure Gross Exposure Gross
In EUR billion default outstanding at default  outstanding at default outstanding
Onshore
EXpoSures on 0.3 0.3 0.3 0.3 15.4 19.0
consolidated
subsidiaries @
Offshore 1.8 2 2.6 2.9 3.2 4.4
exposures @
Rosbank residual 0.1 0.1 0.5 05 _ )
exposures
Total 2.2 2.4 3.4 3.7 18.6 23.4

(1) The onshore exposures correspond to Rosbank, Rosbank Insurance and ALD Automotive OOO Russia.

(2) The offshore exposures (excl. Private Banking and residual exposures relating to the sale of Rosbank) correspond
to exposures on Russian counterparties or on Russian Group subsidiaries booked outside Russia.

Russia and Ukraine exposures

In May 2022, the Group sold both its Rosbank subsidiary and its Russian insurance subsidiaries.
The impact of these sales on the Group’s financial statements are described in Note 2.1.

As at 31 December 2022, the Group is present in Russia through ALD subsidiaries (see onshore exposures
on consolidated subsidiaries). On 11 April 2022, ALD announced that it would no longer conclude any new
commercial transactions in Russia, Kazakhstan and Belarus, without challenging the ongoing concern
status over the 12 next months of ALD Automotive OOO in Russia and ALD Automotive LLC in Belarus,
both entities continuing to serve their customers and manage the existing vehicle fleet without encountering
any specific difficulties in relation to business activities.

The Group is also present in Ukraine through its ALD subsidiary whose total balance sheet as at
31 December 2022 is equal to EUR 67.7 million.

Offshore exposures

Outside Russia, the Group still holds Russian counterparty credit exposures. All of these outstanding
amounts (EUR 2 billion) have been classified as “sensitive” (see Note 3.8) and transferred to Stage 2 of
impairment for credit risk or to Stage 3 when necessary.

The consequences of these different events (sale of Rosbank, classification as “sensitive” of the offshore
Russian counterparties) as well as the account taken of the new macroeconomic scenarios to determine
the expected credit losses as at 31 December 2022 are described in Note 3.8.

Other information

Legal, regulatory, statutory or contractual constraints or obligations may restrict the Group’s ability to freely
transfer assets between Group entities.

In May 2022, Russia published legislation providing for temporary restrictions and a special procedure on
cash and capital movements initiated by Russian limited companies in favour of their foreign stakeholders
related to “unfriendly countries”.

7. HYPERINFLATION IN TURKEY

On 16 March 2022, the International Practices Task Force of the Center for Audit Quality, a standard
reference for identifying countries with hyperinflation, published a working paper including Turkey in the list
of hyperinflationary economies.
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Consequently, as from 1 January 2022 on, the Group applied the provisions of IAS 29 (“Financial Reporting
in Hyperinflationary Economies”) to prepare the individual financial statements in Turkish lira of the ALD
entity located in Turkey (prior to their conversion in euros as part of the consolidation process). However,
the financial statements of the SG Istanbul branch have not been restated, as the expected effects are not
significant.

Under these provisions, the accounting value of some balance sheet items presented at cost is adjusted, at
closing date, for the effects of inflation recorded over the period. In ALD Turkey's accounts, these
adjustments were applied to the tangible fixed assets representative of the vehicle fleet, as well as to the
various components of equity.

On the date of first application of this hyperinflation treatment (1 January 2022), the impact of these
adjustments has been recorded in Consolidated reserves and non-controlling interests; on that date, the
translation differences on the entities concerned have been reclassified as the same financial aggregates.
For the subsequent closing periods, inflation adjustments for the eligible assets and equity items, as well as
for expenses and income for the period, are to be recorded as income or expenses on foreign exchange
transactions in the Net gains and losses on financial transactions.

Thus restated, the Turkish lira financial statements of ALD Turkey are to be converted into euro on the basis
of the exchange rate applicable at the balance sheet date.

As at 1 January 2022, the total consolidated equity was increased by EUR 41.3 million, including a reduction
in consolidated reserves of EUR -8.4 million after tax for the various adjustments and the reclassification of
translation differences recorded on that date.

As at 31 December 2022, a gain of EUR 59.9 million was recorded as Net gains and losses on financial
transactions for the inflation adjustments for the period. After tax and adjustment of other income and
expense lines for the period, the effect of hyperinflation restatements on the consolidated net income
amounted to EUR 37.6 million.
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NOTE 2 — CONSOLIDATION

‘ ' The various activities of the Societe Generale group in France and abroad are carried out
by Societe Generale — Parent company (which includes the Societe Generale foreign

’ ‘ branches) and by all of the entities that it controls either directly or indirectly (subsidiaries
and joint arrangements) or on which it exercises significant influence (associates). All of

MAE_'NG these entities make up the scope of the Group consolidation.

SIMPLE Consolidation uses a standardised accounting process to give an aggregated presentation
of the accounts of Societe Generale — Parent company and its subsidiaries, joint
arrangements and associates, presented as if they were a single entity.

To do so, the individual accounts of the entities that make up the Group are restated so
that they are in accordance with IFRS, as adopted by the European Union, in order to
present consistent information in the consolidated financial statements.

In addition, the accounting balances (assets, liabilities, income and expense) generated by
transactions between Group entities are eliminated through the consolidation process so
that the consolidated financial statements present only the transactions and results made
with third parties outside of the Group.

ACCOUNTING PRINCIPLES

The consolidated financial statements of Societe Generale include the financial statements of the parent
company and of the main French and foreign companies as well as foreign branches over which the Group
exercises control as well as a portion of the financial statements of the companies over which the Group
exercises joint control or significant influence.

CONSOLIDATED ENTITIES

= Subsidiaries

Subsidiaries are the entities over which the Group has exclusive control. The Group controls an entity if and

only if the three following conditions are met:

= the Group has power over the entity (ability to direct its relevant activities, i.e. the activities that
significantly affect the entity’s returns), through the holding of voting rights or other rights; and

= the Group has exposure or rights to variable returns from its involvement with the entity; and

= the Group has the ability to use its power over the entity to affect the amount of the Group’s returns.

Power

When determining voting rights for the purpose of establishing the Group’s degree of control over an entity
and the appropriate consolidation method, potential voting rights are taken into account where they can be
freely exercised at the time the assessment is made or at the latest when decisions about the direction of
the relevant activities need to be made. Potential voting rights are instruments such as call options on
ordinary shares outstanding on the market or rights to convert bonds into new ordinary shares.

Some rights are designed to protect the interests of their holder (protective rights) without giving that party
power over the investee to which those rights relate.

If there are several investors, each with substantive rights that give them the unilateral ability to direct
different relevant activities, the investor with that has the current ability to direct the activities that most
significantly affect the variable returns of the investee is presumed to have power over the investee.

Exposure to variable returns

Control exists only if the Group is significantly exposed to the variability of variable returns generated by its
investment or its involvement in the entity. These returns, which could be dividends, interest, fees, etc.,
can be only positive, only negative or both positive and negative.
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Link between power and variable returns

To assess the link between power and variable returns, if the Group has been delegated decision-making
rights that it exercises on behalf and for the benefit of third parties (the principals), it is presumed to act as
an agent for these principals, and therefore it does not control the entity when it exercises its decision-
making power. In asset management activities, an analysis shall be performed in order to determine whether
the asset manager is acting as agent or principal when managing the net assets of a fund; the fund is
presumed to be controlled by the asset manager if the latter is considered as a principal.

Special case of structured entities

A structured entity is an entity that has been designed so that voting or similar rights are not the dominant
factor in deciding who controls the entity. Such is the case, for example, when the relevant activities are
directed by means of contractual arrangements.

A structured entity often presents certain characteristics such as a limited business activity, a specific and
carefully defined purpose, or insufficient capital to fund its activities without the use of subordinated
financing. Structured entities may assume different legal forms: stock companies, partnerships,
securitisation vehicles, mutual funds, unincorporated entities, etc.

When assessing the existence of control over a structured entity, all facts and circumstances shall be
considered among which:

= the purpose and design of the entity;
= the structuring of the entity;

= risks to which the entity is exposed by way of its design and the Group’s exposure to some or all of these
risks;

= potential returns and benefits for the Group.
Unconsolidated structured entities are those that are not exclusively controlled by the Group.

= Joint arrangements

Through a joint arrangement (either a joint operation or a joint venture) the Group exercises joint control
over an entity if decisions about the direction of its relevant activities require the unanimous consent of the
parties that collectively control the entity. Assessing joint control requires an analysis of the rights and
obligations of all the parties. In the case of a joint operation, the parties to the arrangement have rights to
the assets and obligations for the liabilities.

In the case of a joint venture, the parties have rights to the net assets of the entity.

= Associates

Associates are companies over which the Group exercises significant influence and are accounted for using
the equity method in the Group’s consolidated financial statements. Significant influence is the power to
participate in the financial and operating policies of an entity without exercising control. In particular,
significant influence can result from Societe Generale being represented on the Board of Directors or
Supervisory Board, from its involvement in strategic decisions, from the existence of significant
intercompany transactions, from the exchange of management staff, or from the company’s technical
dependency on Societe Generale. The Group is assumed to exercise significant influence over the financial
and operating policies of an entity when it directly or indirectly holds at least 20% of the voting rights in this
entity.
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The consolidated financial statements are built up from the financial statements of the entities that are
included in the consolidation scope. Companies with a fiscal year ending more than three months before or
after that of Societe Generale prepare pro-forma statements for a twelve-month period ended 31 December.
All significant balances, profits and transactions between Group companies are eliminated.

The results of newly acquired subsidiaries are included in the consolidated financial statements from their
effective acquisition date while the results of subsidiaries disposed of during the fiscal year are included up
to the date where the Group relinquished control.

= Consolidation methods

The subsidiaries, including the structured entities over which the Group has exclusive control, are fully
consolidated.

In the consolidated balance sheet, full consolidation consists in replacing the value of the subsidiary’s equity
securities held by the Group with each of the subsidiary’s assets and liabilities, in addition to the goodwill
recognised when the Group assumed control over the entity (see Note 2.2). In the income statement and
the statement of net income and unrealised or deferred gains and losses, the subsidiary’s expense and
income items are aggregated with those of the Group.

The portion of non-controlling interests in the subsidiary is presented separately in the consolidated balance
sheet and income statement. However, in consolidated structured entities that are controlled by the Group,
the portions of these entities not owned by the Group are recognised as Debt in the balance sheet.

In the case of a joint operation, the Group distinctly recognises in its consolidated financial statements its
share in the assets and liabilities as well as its share in the related revenue and expense.

Associates and joint ventures are accounted for using the equity method in the consolidated financial
statements of the Group. Under the equity method, the investment in an associate is recognised, on initial
recognition, under Investments accounted for using the equity method at the cost of the Group’s investment
in the joint venture or associate, including goodwill and after the date of acquisition the carrying amount is
increased or decreased to recognise the changes in the investor's share in the net asset value of the
investee.

These investments are tested for impairment if there is objective evidence of impairment. If the recoverable
amount of the investment (value in use or market value net of selling costs, whichever is higher) is lower
than its carrying amount, an impairment loss is recorded on the balance sheet at the carrying amount of the
investment. Impairment allowances and reversals are recorded under Net income from investments
accounted for using the equity method.

The Group’s share in the entity’s net income and unrealised or deferred gains and losses is presented on
separate lines in the consolidated income statement and the consolidated statement of net income and
unrealised or deferred gains and losses. If the Group’s share in the losses of an entity consolidated using
the equity method becomes greater than or equal to its ownership interest in the company, the Group ceases
to recognise its share in subsequent losses unless it is required to do so by legal or implied obligations,
in which case it records a provision for said losses. Capital gains and losses generated on the disposal of
companies accounted for using the equity method are recorded under Net income/expense from other
assets

= Translation of foreign entity financial statements

The balance sheet items of consolidated companies reporting in foreign currencies are translated into euro
at the official exchange rates prevailing at the closing date. Income statement items of these companies are
translated into euros, at the average month-end exchange rates. Gains and losses arising from the
translation of capital, reserves, retained earnings and income are recognised under Unrealised or deferred
gains and losses — Translation differences. Gains and losses arising from the translation of the capital
contribution of foreign branches of Group banks are also included in changes in consolidated shareholders’
equity under the same heading.

In accordance with the option allowed under IFRS 1, the Group allocated all differences arising on translation
of foreign entity financial statements at 1 January 2004 to consolidated reserves. As a result, if any of these
entities are sold, the proceeds from the sale will only include write-backs of those translation differences
arising since 1 January 2004.
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= Changes in Group’s ownership interest in a consolidated entity

In the event of an increase in Group’s ownership interest in a subsidiary over which it already exercises
control, the differences between the price paid for the additional stake and the assessed fair value of the
proportion of net assets acquired at this date is recorded under Retained earnings, Group share.

Also, in the event of a reduction in the Group’s ownership interest in a subsidiary over which it keeps control,
the difference between the selling price and the carrying amount of the share of interests sold is recorded
under Retained earnings, Group share.

The costs related to these transactions are recognised directly in equity.

When the Group losses control of a consolidated subsidiary, any investment retained in the former
subsidiary is remeasured at fair value through profit or loss, at the same time the capital gain or loss is
recorded under Net income/expense from assets in the consolidated income statement. The gains or losses
on disposals include a share of goodwill previously allocated to the cash-generating units to which the
subsidiary belongs. This share’s determination is based on a normative capital allocated to the subsidiary
that is sold and to the portion of cash-generating unit that is retained.

COMMITMENTS TO BUY OUT MINORITY SHAREHOLDERS IN FULLY CONSOLIDATED
SUBSIDIARIES

In some fully consolidated Group subsidiaries, the Group has awarded minority shareholders commitments
to buy out their stakes. For the Group, these buyout commitments are put option sales (put options without
transfer of the risks and advantages associated with the ownership interest before the option’s exercise).
The exercise price for these options can be established using a formula agreed upon at the time of the
acquisition of the shares in the subsidiary that takes into account its future performance. It can also be set
as the fair value of these shares at the exercise date of the options.

The commitments are recorded as follows:

= in accordance with IAS 32, the Group records a financial liability for the put options granted to minority
shareholders of the subsidiaries over which it exercises control. This liability is initially recognised at the
present value of the estimated exercise price of the put options under Other liabilities;

= the obligation to recognise a liability even though the put options have not been exercised means that,
in order to be consistent, the Group must use the same accounting treatment as the one applied to
transactions in Non-controlling interests. As a result, the counterpart of this liability is a write-down in
value of non-controlling interests underlying the options, with any balance deducted from Retained
earnings, Group share;

= subsequent variations in this liability (linked to changes in the estimated exercise price of the options and
the carrying value of Non-controlling interests) are recorded in full in Retained earnings, Group share;

= if the buy-out takes place, the liability is settled by the cash payment linked to the acquisition of non-
controlling interests in the subsidiary. However if, when the commitment reaches its term, the buy-out
has not occurred, the liability is written off against Non-controlling interests and Retained earnings, Group
share for their respective portions;

= as long as the options have not been exercised, the results linked to Non-controlling interests with a put
option are recorded under Non-controlling interests on the Group’s consolidated income statement.
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NOTE 2.1 - CONSOLIDATION SCOPE

The consolidation scope includes subsidiaries and structured entities under the Group’s exclusive control,
joint arrangements (joint ventures and joint operations) and associates whose financial statements are
significant relative to the Group’s consolidated financial statements, notably regarding Group consolidated
total assets and gross operating income.

The main change to the consolidation scope at 31 December 2022, compared with the scope applicable at
the closing date of 31 December 2021, is as follows:

SALE OF ROSBANK AND INSURANCE SUBSIDIARIES IN RUSSIA

Societe Generale announced on 18 May 2022 the closing of the sale of Rosbank group and the Group’s
Russian insurance subsidiaries to Interros Capital.

The financial consequences of this sale are presented below:

= Areduction in the Group’s total balance sheet of EUR 16 billion mainly including a decrease in Customers
loans at amortised cost of EUR 10 billion and a decrease in Customers deposits of EUR 13 billion.

= Aloss on this disposal, reported in Net income / expense from other assets in 2022, of EUR -3.3 billion.
This loss includes a translation difference reclassified into income for EUR -0.5 billion, cumulated amount
at 18 May after an increase of EUR 0.5 billion following the appreciation of the ruble between 1 January
2022 and the date of sale.

ACQUISITION OF LEASEPLAN BY ALD

On 6 January 2022, the Group announced that Société Générale and ALD had signed two agreements for
ALD to acquire 100% of LeasePlan’s capital. The completion of this acquisition is expected by the end of
the first half-year of 2023.

The acquisition price totalling EUR 4.5 billion will be paid in cash and in securities. LeasePlan shareholders
will receive EUR 1.8 billion in cash and securities representing a pro forma stake of 30.75% of ALD's capital
upon completion of the transaction, as well as shares with warrants attached for an equivalent of 3.12% of
the consolidated entity's capital on a fully diluted basis.

On 16 December 2022, ALD announced that it had successfully carried out a capital increase with the
preservation of the shareholders' preferential subscription right for approximately EUR 1.2 billion as part of
the LeasePlan acquisition project.

Before this increase, Société Générale held 79.8% of ALD's social capital. In accordance with its
commitment to remain ALD's majority shareholder in the long term, Société Générale subscribed to new
shares for approximately EUR 803 million representing about 66.3% of the capital increase and now holds
75.9% of ALD's social capital.

As a result, after the completion of the LeasePlan acquisition, Société Générale will remain the majority
shareholder of ALD with a stake of 52.6%. This stake may be reduced to 51% in the event of the exercise
of the shares with warrants attached that will be granted to LeasePlan shareholders to allow them to
increase their pro forma stake up to 32.9% of ALD's social capital.
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NOTE 2.2 - GOODWILL

ACCOUNTING PRINCIPLES

The Group uses the acquisition method to recognise its business combinations in accordance with IFRS 3
“Business Combinations”.

On the acquisition date, the acquisition cost is calculated as the total fair value of all assets given, liabilities
incurred or assumed and equity instruments issued in exchange for the control of the acquired entity.
The costs directly linked to business combinations are recognised in profit or loss for the period except those
related to the issuance of equity or debt instruments.

Any contingent consideration is included in the acquisition cost at its fair value on the acquisition date, even
if its occurrence is only potential. It is recognised under equity or debt in the balance sheet depending on
the settlement alternatives. If recognised as debt, any subsequent adjustment is recorded under income for
financial liabilities in accordance with IFRS 9 and within the scope of the appropriate standards for other
debts. If recognised as equity instruments, these subsequent adjustments are not recorded.

On the acquisition date, as required by IFRS 3, all assets, liabilities, off-balance sheet items and contingent
liabilities of this new subsidiary (even if they were not recognised before the combination) are measured
individually at their fair value regardless of their purpose. At the same time, non-controlling interests are
valued according to their share of the fair value of the identifiable assets and liabilities of the acquired entity.
However, for each business combination, the Group may also choose to measure non-controlling interests
initially at their fair value, in which case a fraction of goodwill is allocated.

Any excess of the price paid over the assessed fair value of the proportion of net assets acquired is recorded
on the asset side of the consolidated balance sheet under Goodwill. Any deficit is immediately recognised
in profit or loss.

On the acquisition date, any stake in this entity already held by the Group is remeasured at fair value through
profit or loss. In the case of a step acquisition, goodwill is therefore determined by referring to the fair value
on the acquisition date.

The analyses and professional appraisals required for this initial valuation must be carried out within
12 months as from the acquisition date, as must any corrections to the value based on new information
related to facts and circumstances existing at the acquisition date. Goodwill and non-controlling interests
initially recorded are consequently adjusted. On the acquisition date, each item of goodwill is allocated to
one or more cash-generating units expected to derive benefits from the acquisition. When the Group
reorganises its reporting structure in a way that changes the composition of one or more cash-generating
units, goodwill previously allocated to modified units is reallocated to the units affected (new or existing).
This reallocation is generally performed using a relative approach based on the normative capital
requirements of each cash-generating unit (CGU) affected.
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Goodwill is reviewed regularly by the Group and tested for impairment whenever there is any indication that
its value may have diminished, and at least once a year. Any impairment of goodwill is calculated based on
the recoverable value of the relevant cash-generating unit(s).

If the recoverable amount of the cash-generating unit(s) is less than its (their) carrying amount, an
irreversible impairment is recorded in the consolidated income statement for the period under Value
adjustment on goodwill.
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As at 31 December 2022, goodwill is split into the following 8 CGUs:

Table 2.2.A

Pillars

Activities

French Retail Banking

France Networks *

Societe Generale’s retail banking network, Boursorama online
banking activities, wealth Management Solutions, consumer and
equipment financing in France, retail banking network of Crédit du
Nord and its 7 regional banks

International Retail Banking and Financial Services **

Europe

Retail banking and consumer finance services in Europe, notably in
Germany (Hanseatic Bank, BDK), Italy (Fiditalia), France (CGL),
Czech Republic (KB, Essox), Romania (BRD)

Africa, Mediterranean Basin and Overseas

Retail banking and consumer finance in Africa, the Mediterranean
Basin and Overseas, including in Morocco (SGMA), Algeria (SGA),
Tunisia (UIB), Cameroon (SGBC), Céte d’lvoire (SGBCI) and
Senegal (SGBS)

Insurance

Life and non-life insurance activities in France and abroad
(including Sogécap, Sogessur, Oradéa Vie and Antarius)

Equipment and Vendor Finance

Financing of sales and professional equipment by Societe Generale
Equipment Finance

Auto Leasing Financial Services

Operational vehicle leasing and fleet management services (ALD
Automotive)

Global Banking and Investor Solutions

Global Markets and Investor Services

Market solutions for businesses, financial institutions, the public
sector, family offices and a full range of securities services, clearing
services, execution, prime brokerage and custody

Financing and Advisory

Advisory and financing services for businesses, financial
institutions, the public sector and transaction and payment
management services

*  Following the steering changes at the end of 2021 resulting from the sale of Lyxor, SG Private Banking has been
reporting to the French Retail Banking operating segment since 1 January 2022. The existing synergies between
the SG Private Banking and the Retail Banking business also led the Group to combine the two CGUs under the
French Networks CGU, SG Private Banking being an extension of Retail Banking to a specific customer segment.

**  Following the disposal of Rosbank and the insurance subsidiaries in Russia in May 2022, the Russia CGU has been
eliminated. No Goodwill was allocated to this CGU as of December 31, 2021.
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The table below shows the changes by operating segment (Note 8.1) over the year 2022 in the values of
goodwill of CGUs:

Table 2.2.B
Acquisitions  Disposals

Value as at and other  and other Value as at
(In EUR m) 31.12.2021 increases decreases Transfers Impairment 31.12.2022
French Retail Banking 831 - - 237 - 1,068
French Networks * 831 - - 237 - 1,068
Q;ﬁrkr?ﬁgonal Retail 1,475 ) @) ) ) 1,473
Europe 1,361 - 2) - - 1,359
Russia - - - - - -
gtg:ri,egsditerranean Basin and 114 ) ) ) ) 114
Insurance 335 - Q) - - 334
Insurance 335 - (D) - - 334
Financial Services 806 72 (29) - - 849
Equipment and Vendor Finance 228 - - - - 228
Auto Leasing Financial Services 578 72 (29) - - 621
Global Markets and Investor _ ) ) ) ) :
Services
Global Markets and Investor _ ) ) ) ) :
Services
Financing and Advisory 57 - - - - 57
Financing and Advisory 57 - - - - 57
Asset and Wealth Management 237 - - (237) - -
Asset and Wealth Management * 237 - - (237) - -
Total 3,741 72 (32) - - 3,781

*  Following the steering changes at the end of 2021 resulting from the sale of Lyxor, SG Private Banking has been
reporting to the French Retail Banking operating segment since 1 January 2022. The existing synergies between
the SG Private Banking and the Retail Banking business also led the Group to combine the two CGUs under the
French Networks CGU, SG Private Banking being an extension of Retail Banking to a specific customer segment.

IMPAIRMENT TEST OF CGU

The Group performed an annual impairment test at 31 December 2022 for each CGU to which goodwill had
been allocated.

A CGU is defined as the smallest identifiable group of assets that generates cash inflows, which are largely
independent of the cash inflows from the Group’s other assets or groups of assets. Impairment tests consist
into assessing the recoverable value of each CGU and comparing it with its carrying value. An irreversible
impairment loss is recorded in the income statement if the carrying value of a CGU, including goodwill,
exceeds its recoverable value. This loss is booked under value adjustment on goodwill.

The recoverable amount of a CGU is calculated using the discounted cash flow (DCF) method applied to
the entire CGU.

The key principles retained for the implementation of annual tests for the assessment of the recoverable
value of CGUs are as follows:

= For each CGU, estimates of future distributable dividends are determined over a five-year period, on the
basis of a three-year budget trajectory (2023 — 2025) extrapolated to 2026 and 2027, the latter year
being used to calculate the terminal value.
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These estimates take into account the equity target allocated to each CGU, unchanged compared to
31 December 2021 (11% of the risk-weighted assets of each CGU).

The growth rates used to calculate the terminal value are determined using forecasts on sustainable
long-term economic growth and inflation. These rates are estimated using two main sources, namely the
International Monetary Fund and the economic analyses produced by SG Cross Asset Research which
provides 2026 or 2027 forecasts.

The projected dividends are then discounted on the basis of a rate equal to the risk-free rate grossed up
by a risk premium based on the CGU’s underlying activities. This risk premium, specific to each activity,
is calculated from a series of equity risk premiums published by SG Cross Asset Research and from its
specific estimated volatility (beta). Where appropriate, the risk-free rate is also grossed up by a sovereign
risk premium, representing the difference between the risk-free rate available in the area of monetary
assignment (mainly US dollar area or Euro area) and the interest rate observed on liquid long-term
treasury bonds issued (mainly US dollar area or Euro area), in proportion with risk-weighted assets for
CGUs covering several countries. The updated discount rates as at 31 December 2022 are detailed
below.

The table below presents discount rates and long-term growth rates specific to the CGUs of the Group’s
three core businesses:

Table 2.2.C

Long-term
Assumptions as at 31 December 2022 Discount rate growth rate
French Retail Banking
French Networks 8.4% 2.0%
International Retail Banking
Retail Banking and Consumer Finance 11.3% t0 12.9% 2% to 3%
Insurance
Insurance 9.5% 2.5%
Financial Services
Equipment and Vendor Finance and Auto Leasing Financial Services 10.0% 2.0%
Global Markets and Investor Services
Global Markets and Investor Services 11.5% 2.0%
Financing and Advisory
Financing and Advisory 10.0% 2.0%

The budget trajectories take into account in particular the impacts of the commitments in favor of
the energy and environmental transition and the development of the territories detailed in the
Declaration of Non-Financial Performance (DNFP).
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These budgets are based on the following main business and macro-economic assumptions:

Table 2.2.D

Pillars

French Retail Banking

France Networks

= Ongoing efforts to shift operations and relationship banking at Societe Generale and Crédit
du Nord towards a digital model, and implementation of the project to merge the two retail
banking networks

= Consolidation of commercial and operational efficiency in Wealth Management and continued
development of synergies with retail banking network

= Confirmation of Boursorama’s customer acquisition plan, with in particular the transfer of
customers from ING France

International Retail Banking & Financial Services

Europe

= Continued adaptation of our models to capture growth potential in the region and consolidate
the competitive positions of our operations

= Strict discipline applied to operating expenses and normalisation of cost of risk

Africa, Mediterranean Basin
and Overseas

= Continued development of Societe Generale’s sales network

= Continued focus on operating efficiency (automatisation, dematerialisation, digitalisation and
mutualisation initiatives) and gradual reduction cost of risk

Insurance

= Reinforcement of integrated bank insurance model and continued dynamic growth in France
and abroad in synergy with the retail banking network, Private Banking and financial services to
businesses @

Equipment and Vendor Finance

= Consolidation of leadership in these corporate financing businesses

= Strict discipline applied to operating expenses and scare ressources

Auto Leasing Financial Services

= Creation of a leading global player in mobility with the integration of LeasePlan

= Continued growth for strategic partners and for long-time leasing to retail customers

= Continued focus on operating efficiency

Global Banking and Investor Solutions

Global Markets and Investor
Services

= Thanks to the restructuring initiated in 2019, better balance of the portfolio of businesses
securing future revenues and enabling an optimisation of the use of ressources in a
standardised market context.

= Consolidation of market-leading franchises (equities) and growth mainly supported by
financing and investment solutions activities.

= Continued of optimisation measures and investments in information systems

Financing and Advisory

= Consolidation of origination momentum of financing activities

= Consolidation of market-leading franchises (commodity and structured financing)

(1) The impacts of the new IFRS 17 standard, which came into force on 1 January 2023, are incorporated into the
budget trajectory of the Insurance CGU.
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For CGUSs, the tests carried out at 31 December 2022 show that the recoverable amount remains higher
than the book value.

Sensitivity tests were performed to measure the impact of the change in the discount rate and in the long-
term growth rate on the recoverable amount of each CGU. The results of these tests show that:

= a 50 basis point increase applied to all CGU discount rates shown in the table above would result in a
decrease in the total recoverable amount of 7.2% without requiring additional impairment of any CGU;

= a 50 basis point reduction in long-term growth rates would result in a 1.4% decrease in the total
recoverable amount without requiring additional depreciation of any CGU.

= by combining these two sensitivity cases, the total recoverable amount would result in a 8.3% decrease
without requiring additional depreciation of any CGU.
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NOTE 2.3 - UNCONSOLIDATED STRUCTURED ENTITIES

The information provided hereafter concerns entities structured but not controlled by the Group.
This information is grouped by main type of similar entities, such as Financing activities, Asset management
and Others (including Securitisation and Issuing vehicles).

Asset financing includes lease finance partnerships and similar vehicles that provide aircraft, rail, shiping or
real estate finance facilities.

Asset management includes mutual funds managed by the Group’s asset management subsidiaries.

Securitisation includes securitisation funds or similar vehicles issuing financial instruments that can be
subscribed for by investors and that generate credit risks inherent in an exposure or basket of exposures
which can be divided into tranches.

The Group’s interests in unconsolidated entities that have been structured by third parties are classified
among financial instruments in the consolidated balance sheet according to their nature.

1. INTERESTS IN UNCONSOLIDATED STRUCTURED ENTITIES

The Group’s interests in an unconsolidated structured entity refer to contractual and non-contractual
involvements that expose the Group to the variability of returns from the performance of this structured
entity.

Such interests can be evidenced by:

= the holding of equity or debt instruments regardless of their rank of subordination;
= other funding (loans, cash facilities, loan commitments, liquidity facilities);

= credit enhancement (guarantees, subordinated instruments, credit derivatives...);
= issuance of guarantees (guarantee commitments);

= derivatives that absorb all or part of the risk of variability of the structured entity’s returns, except Credit
Default Swap (CDS) and options purchased by the Group;

= contracts remunerated by fees indexed to the structured entity’s performance;
= tax consolidation agreements.
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Table 2.3.A

Asset financing Asset management Others

(In EUR m) 31.12.2022 31.12.2021 31.12.2022 31.12.2021 31.12.2022 31.12.2021

@
:hoéﬂnﬁft"}‘,ance sheet © of 5,898 6,018 18,090 17,635 23,085 23,932
Net carrying amount of
Group interests in
unconsolidated
structured entities
Assets 2,646 2,650 2,579 4,659 8,719 8,512
Financial assets at fair
value through profit or loss e 269 il 4,445 Lalliel 979
Financial assets at fair
value through other - - - - 51 52
comprehensive income
amortsectcost 2,508 2817 * > e e
Others 5 4 159 160 1 1
Liabilities 1,419 1,490 2,941 4,242 1,410 1,814
Financial liabilities at fair
value through profit or loss <) 115 23Rl 3,715 L 973
Elj':t ;fngf‘g'é;gg?s 1,257 1,338 384 498 1,235 841
Others 63 37 27 29 - -

(1) For Asset management: NAV (Net Asset Value) of funds.

The group may grant to these entities repayable advances related to the establishment of working capital,

which remain insignificant.

However, this year, the Group has not provided any financial support to these entities, except if bound to by

contract, and, as of 31 December 2022, does not intend to provide such support.
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The maximum exposure to loss related to interests in unconsolidated structured entities is measured as:

Table 2.3.B
Asset financing Asset management Others
(In EUR m) 31.12.2022 31.12.2021 31.12.2022 31.12.2021 31.12.2022 31.12.2021
Amortised cost or fair value
(according to the measurement
of the financial instrument) of 2538 2.475 4,340 5.006 1,032 1.851

non-derivative financial assets
entered into with the structured
entity

Fair value of derivative financial
assets recognised in the 59 195 620 1,838 346 372
balance sheet

Notional amount of CDS sold
(maximum amount to be paid)

Notional amount of loan or

guarantee commitments granted =i 112 1z 461 Lt 2,331

Maximum exposure to loss 2,964 2,782 5,072 7,395 3,776 4,554

The amount of maximum exposure to loss can be mitigated by:
= the notional amount of guarantee commitments received,;

= the fair value of collateral received,;

= the carrying amount of surety deposits received.

These mitigating amounts must be capped in case of legal or contractual limitation of their realisable or
recoverable amounts. They amounted to EUR 1,289 million and mainly concern Others (including
Securitisation and Issuing vehicles).

2. INFORMATION ON UNCONSOLIDATED STRUCTURED ENTITIES SPONSORED BY THE GROUP

The Group may have no ownership interest in a structured entity, but still be considered as a sponsor of this
structured entity if it acts or has acted as:

= a structurer;
= an originator for potential investors;
= an asset manager;

= an implicit or explicit guarantor of the entity’s performance (in particular via capital or return guarantees
granted to mutual fund unit holders).

A structured entity is also considered to be sponsored by the Group if its name includes the name of the
Group or the name of one of its subsidiaries.

Conversely, entities that are structured by the Group according to specific needs expressed by one or more
customers or investors are considered to be sponsored by said customers or investors.

As at 31 December 2022, the total amount of the balance sheet of these unconsolidated structured entities,
sponsored by the Group, and in which the Group does not have any interest, was EUR 4,275 million.

In 2022, no significant revenue has been recognised for theses structured entities.
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NOTE 2.4 - NON-CURRENT ASSETS HELD FOR SALE AND RELATED
DEBT

ACCOUNTING PRINCIPLES

A non-current asset or group of assets and liabilities is deemed to be “held for sale” if its carrying value will
primarily be recovered through a sale and not through its continuing use. For this classification to apply, the
asset or group of assets and liabilities must then be immediately available-for-sale in its present condition
and it must be highly probable that the sale will occur within twelve months.

For this to be the case, the Group must be committed to a plan to sell the asset (or disposal group if assets
and liabilities) and have begun actively searching for a buyer. Furthermore, the asset or group of assets and
liabilities must be measured at a price that is reasonable in relation to its current fair value.

Assets and liabilities into this category are classified as Non-current assets held for sale and Non-current
liabilities held for sale, with no netting.

If the fair value less selling costs of non-current assets and groups of assets and liabilities held for sale is
less that their net carrying value, an impairment is then recognised in profit or loss. Moreover, Non-current
assets held for sale are no longer amortised or depreciated.

Table 2.4.A
(In EUR m) 31.12.2022 31.12.2021
Assets 1,081 27
Fixed assets and Goodwill 839 26
Financial assets 95 -
Due from banks 93 -
Customer loans 2 -
Other assets 147 1
Liabilities 220 1
Allowances - 1
Financial liabilities 57 -
Financial liabilities at fair value through profit or loss 1 -
Due to banks 56 -
Other liabilities 163 -

As at 31 December 2022, the Non-current assets held for sale and Non-current liabilities held for sale items
encompass the assets and liabilities related to motor vehicle rental activity, of which mainly those of entities
SGALD AUTOMOTIVE SOCIEDADE GERAL DE COMERCIO E ALUGUER DE BENS SA in Portugal, ALD
AUTOMOTIVE AS in Norway and MERRION FLEET MANAGEMENT LIMITED in Ireland. Indeed, the
acquisition of LeasePlan by ALD has been approved by the European Commission subject to the sale of
the motor vehicle rental activities of ALD Automotive in Portugal, Norway, Ireland and LeasePlan in
Czech Republic, in Finland and in Luxembourg.
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NOTE 3 - FINANCIAL INSTRUMENTS

‘ l The financial instruments represent the contractual rights or obligations to receive or to

pay cash or other financial assets. The Group’s banking activities generally take the
’ ‘ form of financial instruments covering a broad spectrum of assets and liabilities, such
as loans, investment portfolios (equity, bonds, etc.), deposits, regulated savings
accounts, debt securities issued and derivative instruments (swaps, options, forward
contracts, credit derivatives, etc.).

MAKING
IT
SIMPLE
In the financial statements, the classification and valuation of financial assets and
liabilities depend on their contractual characteristics and the way the entity manages

those financial instruments.

However, this distinction is not applicable to derivative instruments, which are always
measured at fair value in the balance sheet, no matter what their purpose is (market
activities or hedging transactions).

ACCOUNTING PRINCIPLES

CLASSIFICATION OF FINANCIAL ASSETS

At initial recognition, financial instruments are classified in the Group balance sheet in one of three
categories (amortised cost, fair value through profit or loss, and fair value through other comprehensive
income) that determine their accounting treatment and subsequent measurement method. Classification is
based on their contractual cash flow characteristics and the entity’s business model for managing the assets.

Cash flow Accounting

characteristics Business model classification

Collecting contractual Amortised cost

5 cash flows
(Solely Payments of B

Principal and Fair value through OCI

SPPI D
o
Interest) @" » Collecting contractual with subsequent recycling in
+ Basic debt 2-‘* 6’ cash flows and selling profit or loss
.
A
e

financial assets

X

Trading portfolio

+ Fair value option i -
(to eliminate or reduce an accounting mismatch) Fair value through profit
or loss

NON SPPI

Complex debt
financial assets

Equity financial

Regardless of the
business model

Z,

assets

Derivati =
« Derivatives

instruments ﬂ

@O: @ + Fair value through OCI option Fair value through OCI

0 without subsequent recycling in profit or loss without subsequent recycling in
profit or loss
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The accounting principles for classifying the financial assets require the entity to analyse the contractual
cash flows generated by the financial instruments and to analyse the business model for managing the
financial instruments.

Analysis of contractual cash flow characteristics

The aim of the analysis of contractual cash flow characteristics is to limit the option of recognising revenues
from financial assets using the effective interest method exclusively to the instruments whose characteristics
are similar to those of a basic lending arrangement, meaning their associated cash flows are highly
predictable. All other financial instruments that do not share these characteristics are measured at fair value
through profit or loss, regardless of the business model used to manage them.

The contractual inflows that represent Solely Payments of Principal and Interest (SPPI) on the principal
amount outstanding are consistent with a basic lending arrangement.

In a basic lending arrangement, interest predominantly consists of a consideration for the time value of
money and for credit risk. Interest may also include a consideration for liquidity risk, administrative costs,
and a commercial profit margin. Negative interest is not inconsistent with this definition.

All financial assets that are not basic will be mandatorily measured at fair value through profit or loss,
regardless of the business model for managing them.

Derivatives qualifying as hedging instruments for accounting purposes are recorded on a separate line in
the balance sheet (see Note 3.2).

The Group can make the irrevocable decision on a security-by-security basis, to classify and measure any
equity instrument (shares and other equity securities) that is not held for trading purposes at fair value
through other comprehensive income. Subsequently, the profit or loss accumulated in other comprehensive
income will never be reclassified to profit or loss (only dividends on these instruments will be recognised as
income).

Analysis of the business model

The business model represents how the financial instruments are managed in order to generate cash flows
and income.

The Group uses several business models in the course of exercising its different business lines.
Business models are assessed on how groups of financial instruments are managed together to achieve a
particular business objective. The business model is not assessed on an instrument-by-instrument basis,
but at a portfolio level, considering relevant evidence such as:

how the performance of the portfolio is evaluated and reported to the Group’s Management;
how risks related to financial instruments within that business model are managed;

how managers of the business are compensated;

sales of assets realised or expected (value, frequency, purpose).

To determine the classification and measurement of financial assets, three different business models shall
be distinguished:

a business model whose objective is to collect contractual cash flows (“Collect” business model);

a business model whose objective is achieved by both collecting contractual cash flows on financial
assets and selling these financial assets (“Collect and Sell” business model);

a separate business model for other financial assets, especially those that are held for trading purposes,
where collecting contractual cash flows is only incidental.

Fair value option

SPPI financial assets that are not held for trading purposes can be designated, at initial recognition, at fair
value through profit or loss if such designation eliminates or significantly reduces discrepancies in the
accounting treatment of the related financial assets and liabilities (accounting mismatch).
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CLASSIFICATION OF FINANCIAL LIABILITIES
Financial liabilities are classified into one of the following two categories:

= Financial liabilities at fair value through profit or loss: these are financial liabilities held for trading
purposes, which by default include derivative financial liabilities not qualifying as hedging instruments
and non-derivative financial liabilities designated by the Group upon initial recognition to be measured
at fair value through profit or loss using the fair value option;

= Debts: these include the other non-derivative financial liabilities and are measured at amortised cost.

Derivative financial assets and liabilities qualifying as hedging instruments are presented on separate lines
of the balance sheet (see Note 3.2).

RECLASSIFICATIONS OF FINANCIAL ASSETS

Reclassifications of financial assets are only required in the exceptional event that the Group changes the
business model used to manage these assets.

These reclassifications are applied prospectively (no restatement of previously recognised profits, losses or
interests).

FAIR VALUE

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The valuation methods used by the
Group to establish the fair value of financial instruments are detailed in Note 3.4.

INITIAL RECOGNITION

Financial assets are recognised on the balance sheet:
= as at the settlement/delivery date for securities;

= as at the trade date for derivatives;

= as at the disbursement date for loans.

For instruments measured at fair value, changes in fair value between the trade date and the settlement-
delivery date are recorded in net income or in other comprehensive income, depending on the accounting
classification of the financial assets in question. The trade date is the date on which the contractual
commitment becomes binding and irrevocable for the Group.

Upon initial recognition, the financial assets and liabilities are measured at fair value including the
transaction costs directly attributable to their acquisition or issuance, except for the financial instruments
recognised at fair value through profit or loss, for which these costs are booked directly to the income
statement.

If the initial fair value is exclusively based on observable market data, any difference between the fair value
and the transaction price, i.e. the sales margin, is immediately recognised in profit or loss. However, if one
of the valuation inputs is not observable or if the used valuation model is not recognised by the market,
the recognition of the sales margin is then generally deferred in profit or loss. For some instruments, due to
their complexity, this margin is recognised at their maturity or upon disposal in the event of an early sale.
When valuation inputs become observable, any portion of the sales margin that has not yet been recorded
is then recognised in profit or loss (see Note 3.4.7).

DERECOGNITION OF FINANCIAL ASSETS AND LIABILITIES

The Group derecognises all or part of a financial asset (or group of similar assets) when the contractual
rights to the cash flows on the asset expire or when the Group has transferred the contractual rights to
receive the cash flows and substantially all of the risks and rewards linked to ownership of the asset.

The Group also derecognises financial assets over which it has retained the contractual rights to the
associated cash flows but is contractually obligated to pass these same cash flows through to a third party
(“pass-through agreement”) and for which it has transferred substantially all of the risks and rewards.
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Where the Group has transferred the cash flows of a financial asset but has neither transferred nor retained
substantially all of the risks and rewards of its ownership and has effectively not retained control of the
financial asset, the Group derecognises it and, where necessary, recognises a separate asset or liability to
cover any rights and obligations created or retained as a result of the transfer of the asset. If the Group has
retained control of the asset, it continues to recognise it in the balance sheet to the extent of its continuing
involvement in said asset.

When a financial asset is derecognised in its entirety, a gain or loss on disposal is recorded in the income
statement for an amount equal to the difference between the carrying value of the asset and the payment
received for it, adjusted where necessary for any unrealised profit or loss previously recognised directly in
equity and for the value of any servicing asset or servicing liability. Indemnities billed to borrowers following
the prepayment of their loan are recorded in profit or loss on the prepayment date in Interest and similar
income.

The Group derecognises all or part of a financial liability when it is extinguished, i.e. when the obligation
specified in the contract is discharged, cancelled or expired.

A financial liability may also be derecognised in the event of a substantial amendment to its contractual
conditions or where an exchange is made with the lender for an instrument whose contractual conditions
are substantially different.

FOREIGN EXCHANGE TRANSACTIONS

At the balance sheet date, monetary assets and liabilities denominated in foreign currencies are translated
into the entity’s functional currency at the prevailing spot exchange rate. Realised or unrealised foreign
exchange losses or gains are recognised under Net gains and losses on financial instruments at fair value
through profit or loss.

Forward foreign exchange transactions are recognised at fair value based on the forward exchange rate for
the remaining maturity. Spot foreign exchange positions are valued using the official spot rates prevailing at
the end of the period. Unrealised gains and losses are recognised in the income statement under Net gains
and losses on financial instruments at fair value through profit or loss (see Note 3.1), except when hedge
accounting is applied to a cash-flow hedge transaction or to a hedge of a net investment in a foreign currency
operation (see Note 3.2).

At the balance sheet date, nhon-monetary assets and liabilities denominated in foreign currencies measured
at fair value (in particular, shares and other equity instruments) are translated into the entity’s functional
currency at the prevailing spot exchange rate. Foreign exchanges losses or gains are recognised either in
profit or loss under Net gains and losses on financial instruments at fair value through profit or loss, or under
other comprehensive income (Unrealised and deferred gains and losses), depending on the accounting of
the gains or losses relative to these assets/liabilities.

At the balance sheet date, non-monetary assets and liabilities denominated in foreign currencies measured
at historical cost are translated into the entity’s functional currency at the historical exchange rate on initial
recognition.

TREATMENTS OF THE CHANGES IN THE BASIS FOR DETERMINING THE CONTRACTUAL CASH FLOWS OF
FINANCIAL ASSETS AND LIABILITIES — IBOR REFORM

In the context of the reference interest rates reform (IBOR reform) the basis for determining the contractual
cash flows of a financial asset or liability may be modified:

= either by amending the contractual terms and conditions set during the initial recognition of the financial
instrument (example: when the agreement is renegotiated, the contractual terms and conditions are
amended to replace the initial reference interest rate by an alternative one),

= either by applying the appropriate external disposals without requiring a change in contractual terms
(example: the adoption of European regulations requiring the migration of all contracts still indexed to
Libor CHF and Eonia in the European Union respectively on 1 January and 3 January 2022),

= or as a result of the activation of an existing contractual term or condition (example: application of the
contractual rate replacement provision, or “Fallback”).

If, in the context of the reference interest rates reform (IBOR reform), there is a change in the basis for
determining the contractual cash flows of a financial asset or liability at amortised cost or of a financial asset
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at fair value through other comprehensive income, the modification is considered a simple forward-looking
update of the interest rate applied to determine the interest income or expense and does not generate a
gain or loss in the income statement.

This treatment depends on compliance with the following conditions:

= achange in the basis for determining the contractual cash flows is required and results directly from the
IBOR reform; and

= the new basis for determining the contractual cash flows is economically equivalent to the former basis
used before the change.

The cases giving rise to a new basis for determining the contractual cash flows considered economically

equivalent to the former basis are, for example:

= the replacement of an existing reference interest rate used to determine the contractual cash flows of a
financial asset or liability by an alternative reference interest rate (or by changing the method used to
determine the reference interest rate in question) and the addition of a fixed spread necessary to
compensate for the difference in basis between the existing reference interest rate and the alternative
one;

= the addition of a Fallback provision to the contractual terms and conditions of a financial asset or liability
to allow for the implementation of the changes described above;

= changes in the determination of the amount of interest resulting from the use of a new reference interest
rate (rate revision procedure, number of days between interest payment dates ...).

Changes to a financial asset or liability, in addition to those deriving directly from the application of the
IBOR reform, are treated according to the principles usually applicable to changes in financial instruments.

METHOD OF ANALYSIS OF CONTRACTUAL CASH FLOWS OF FINANCIAL ASSETS

The Group has established procedures for determining if financial assets pass the SPPI test at initial
recognition (loans granting, acquisition of securities, etc.).

All contractual terms shall be analysed, particularly those that could change the timing or amount of
contractual cash flows. A contractual term that permits the borrower or the lender to prepay or to return the
debt instrument to the issuer before maturity remains consistent with SPPI cash flows, provided the
prepayment amount primarily represents the principal remaining due and accrued but unpaid contractual
interest, which may include a reasonable compensation. The fact that such compensation can be either
positive or negative is not inconsistent with the SPPI nature of cash flows.

The prepayment compensation is considered as reasonable especially when:

= the amount is calculated as a percentage of the outstanding amount of the loan and is capped by
regulations (in France, for example, compensation for the prepayment of mortgage loans by individuals
is legally capped at an amount equal to six months of interest or 3% of the principal outstanding), or is
limited by competitive market practices;

= the amount is equal to the difference between contractual interest that should have been received until
the maturity of the loan and the interest that would be obtained by the reinvestment of the prepaid
amount at a rate that reflects the relevant benchmark interest rate.

Some loans are prepayable at their current fair value, while others can be prepayable at an amount that
includes the fair value cost to terminate an associated hedging swap. It is possible to consider such
prepayment amounts as SPPI provided that they reflect the effect of changes in the relevant benchmark
interest rate.
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Basic financial assets (SPPI) are debt instruments which mainly include:

= fixed-rate loans,
= variable-rate loans that can include caps or floors,

= fixed or variable-rate debt securities (government or corporate bonds, other negotiable debt
securities),

= securities purchased under resale agreements (reverse repos),
= guarantee deposits paid,
= trade receivables.

Contractual terms that would introduce exposure to risks or volatility in the contractual cash flows, unrelated
to a basic lending arrangement (such as exposure to changes in equity prices or stock indexes for instance,
or leverage features), could not be considered as being SPPI, except if their effect on the contractual cash
flows remains minimum.

ﬁi}%%i} Non-basic financial assets (non-SPPI) mainly include:

= derivative instruments,
= shares and other equity instruments held by the entity,
= equity instruments issued by mutual funds,

= debt financial assets that can be converted or redeemed into a fixed number of shares
(convertible bonds, equity-linked securities, etc.),

= Structured instruments whose cash flows are indexed, in part or in whole, to a benchmark
index.

The Basic financial assets (SPPI) held by the Group include the financing of sustainable
development projects (labelled Environment Social and Governance) in the form of
Sustainability-linked bonds, social bonds and Green bonds with SPPI-compliant contractual
cash flows.

Non-basic financial assets (non-SPPI) include the structured instruments whose cash flows are indexed, in
whole or in part, to an index that is not specific to the issuer, such as an ESG market index.

Impact loans have been granted by the Group to support enterprises in their sustainability approach through
an incentive mechanism that reviews the margin according to ESG criteria specific to the borrower or to the
achievement by the latter of sustainable development goals (Sustainability-linked loans). As a result of their
analysis, these loans have been classified as basic financial assets (SPPI) provided that their flows meet
the SPPI criteria and the ESG component fulfills the de minimis criterion.

During the second half of 2022, the IASB decided to propose amendments to the IFRS 9 Implementation
Guidance regarding classification as SPPI as well as new information to be disclosed for the financial
instruments whose contractual conditions may change the timetable or the amount of contractual cash flows
depending on a potential event. The objective of the project is to clarify how the SPPI qualification criteria
apply to financial assets with ESG factors or similar characteristics. The IASB intends to issue an exposure
draft during the first half of 2023.

When the time value component of interest can be modified according to the contractual term of the
instrument, it may be necessary to compare the contractual cash flow with the cash flow that would arise
from a benchmark instrument. For instance, that is the case when an interest rate is periodically reset, but
the frequency of that reset does not match the tenor of the interest rate (such as an interest rate reset every
month to a one-year rate), or when the interest rate is periodically reset to an average of short- and long-
term interest rates.

If the difference between the undiscounted contractual cash flows and the undiscounted benchmark cash
flows is or may become significant, then the instrument is not considered basic.
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Depending on the contractual terms, the comparison with benchmark cash flow may be performed through
a qualitative assessment; but in other cases, a quantitative test is required. The difference between
contractual and benchmark cash flows has to be considered in each reporting period and cumulatively over
the life of the instrument. When performing this benchmark test, the entity considers factors that could affect
future undiscounted contractual cash flows: using the yield curve at the date of the initial assessment is not
enough, and the entity also has to consider whether the curve could change over the life of the instrument
according to reasonably possible scenarios.

Within the Group, the financial instruments concerned by a benchmark test include, for instance, variable-
rate housing loans for which interest rates are reset every year based on the twelve-month Euribor average
observed over the two months previous to the reset. Another example is loans granted to real estate
professionals for which interest is revised quarterly based on the one-month Euribor average observed over
the three months previous to the reset. Following the benchmark analysis performed by the Group, it has
been concluded that these loans are basic.

Furthermore, a specific analysis of contractual cash flow is required when financial assets are instruments
issued by a securitisation vehicle or a similar entity that prioritises payments to holders using multiple
contractually-linked instruments that create concentrations of credit risk (tranches). When assessing
whether contractual cash flows are SPPI or not, the entity must analyse the contractual terms, as well as
the credit risk of each tranche and the exposure to credit risk in the underlying pool of financial instruments.
To that end, the entity must apply a “look-through approach” to identify the underlying instruments that are
creating the cash flows.

The data presented in Note 3 exclude the financial instruments of insurance subsidiaries; the data for
insurance subsidiaries are presented in Note 4.3.
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NOTE 3.1 - FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE

THROUGH PROFIT OR LOSS

OVERVIEW
Table 3.1.A
31.12.2022 31.12.2021

(In EUR m) Assets Liabilities Assets Liabilities
Trading portfolio 310,087 234,851 319,789 243,112
Financial assets measured mandatorily at fair value 18,003 21.356
through profit or loss
Flna_nmal instruments me_asured at f_alr value through 1,347 65.767 1,569 64.451
profit or loss using the fair value option
Total 329,437 300,618 342,714 307,563

o/w securities purchased/sold under 122,786 103,365 81,313 84.797

resale/repurchase agreements

1. TRADING PORTFOLIO

ACCOUNTING PRINCIPLES

The trading book contains the financial assets and liabilities held or accrued for the purpose of capital

markets activities.

This portfolio also includes, among other trading assets, the physical stocks of raw materials that the Group
might hold a market-maker on commodity derivatives.

Derivative financial instruments are classified into the trading portfolio, unless they qualify as hedging

instruments (see Note 3.2).

The financial instruments recorded in the trading portfolio are measured at fair value as at the closing date
and recognised in the balance sheet under Financial assets or liabilities at fair value through profit or loss.
The changes in fair value and revenues associated to those instruments are recorded in profit or loss under
Net gains and losses on financial instruments at fair value through profit or loss.

TRADING ACTIVITIES

Financial assets held for trading are:

= acquired for the purpose of selling or repurchasing it in the near term; or

= held for market-making purposes; or

= acquired for the purposes of the specialised management of a trading portfolio, including derivative
financial instruments, securities or other financial instruments that are managed together and for which

there is evidence of a recent pattern of short-term profit-taking.
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Global market activities

its global market activities.

9

The trading business model is applied by Global Banking and Investor Solutions to manage

It is also applied for managing syndicated loan commitments and loans that are not intended
to be kept by the Group and that have been identified since their origination as to be sold in
the short term (within 6 to 12 months) on the secondary market, as well as for loans originated
by the Group through originate-to-distribute activities and that are expected to be sold shortly.

Financial assets held in run-off portfolios are also monitored based on their fair value. Although those
portfolios are not related to market activities, those assets are presented amongst trading portfolio and are

measured at fair value through profit or loss.

Trading portfolio includes all the financial assets held for trading purpose regardless of the characteristics
of their contractual cash flows. Only non-SPPI financial assets that are not held for trading are classified
amongst Financial assets measured mandatorily at fair value through profit or loss (see section 3.1.2).

ASSETS
Table 3.1.B
(In EUR m) 31.12.2022  31.12.2021
Bonds and other debt securities 26,022 22,480
Shares and other equity securities 74,387 108,858
Securities purchased under resale agreements 122,752 81,282
Trading derivatives @ 75,934 100,355
Loans, receivables and other trading assets 10,992 6,814
Total 310,087 319,789
o/w securities lent 12,455 14,370
(1) See Note 3.2 Financial derivatives.
LIABILITIES
Table 3.1.C
(In EUR m) 31.12.2022 31.12.2021
Amounts payable on borrowed securities 51,101 45,821
Bonds and other debt instruments sold short 5,187 3,630
Shares and other equity instruments sold short 1,244 838
Securities sold under repurchase agreements 102,678 84,729
Trading derivatives @ 72,068 106,607
Borrowings and other trading liabilities 2,573 1,487
Total 234,851 243,112

(1) See Note 3.2 Financial derivatives.
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2. FINANCIAL INSTRUMENTS MANDATORILY AT FAIR VALUE THROUGH PROFIT OR LOSS

ACCOUNTING PRINCIPLES

Financial assets measured mandatorily at fair value through profit or loss include:

= |oans, bonds and bond equivalents that are not held for trading purposes and do not pass the SPPI test
(non-basic or non-SPPI instruments);

= shares and share equivalents that are not classified in any other sub-category: trading book at fair value
through profit or loss, instruments designated by the Group at fair value through other comprehensive
income without subsequent reclassification to profit or loss.

These assets are recorded at fair value in the balance sheet under Financial assets at fair value through
profit or loss and changes in the fair value of these instruments (excluding interest income) are recorded in
profit or loss under Net gains or losses on financial instruments at fair value through profit or loss.

Table 3.1.D

(In EUR m) 31.12.2022 31.12.2021
Bonds and other debt securities 195 193
Shares and other equity securities 2,816 2,769
Loans, receivables and securities purchased under resale agreements 14,992 18,394
Total 18,003 21,356

BREAKDOWN OF LOANS AND RECEIVABLES AND SECURITIES PURCHASED UNDER RESALE AGREEMENTS

Table 3.1.E

(In EUR m) 31.12.2022  31.12.2021
Short-term loans 1,500 1,257
Equipment loans 11,338 14,881
Other loans 2,154 2,256
Total 14,992 18,394

The loans and receivables and securities purchased under resale agreements recorded in the balance sheet
under Financial assets mandatorily at fair value through profit or loss are mainly:

= |oans that include prepayment features with compensation that do not reflect the effect of changes in the
benchmark interest rate;
= |oans that include indexation clauses that do not permit to recognise as basic loans (SPPI).

3. FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS USING FAIR VALUE
OPTION

ACCOUNTING PRINCIPLES

In addition to the financial assets and liabilities held for trading, and the financial assets measured
mandatorily at fair value through profit or loss, the same items in the financial statements include the non-
derivative financial assets and liabilities that the Group has designated at fair value through profit or loss.
Changes in the fair value of these instruments (including interest) are recorded in profit or loss under Net
gains or losses on financial instruments at fair value through profit or loss, except the share related to the
Group’s own credit risk on financial liabilities which is booked under Unrealised or deferred gains and losses.

Furthermore, in case of derecognition of a financial liability at fair value through profit or loss using the fair
value option before its contractual maturity, any gains and losses, related to the Group’s own credit risk are
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booked under Unrealised or deferred gains and losses and then reclassified under Retained earnings at the
beginning of the subsequent financial year.

For financial assets, this option may only be used to eliminate or significantly reduce accounting mismatches
that would otherwise arise from applying different accounting treatments to certain related financial assets
and liabilities.

For financial liabilities, this option may only be used in the following cases:

= to eliminate or reduce discrepancies in the accounting treatment of certain related financial assets and
liabilities;

= when it applies to a hybrid financial instrument with one or more embedded derivatives, which should be
recognised separately;

= when a group of financial assets and/or liabilities is managed together and its performance is measured
at fair value.

The Group thus recognises structured bonds issued by Societe Generale Corporate and Investment
Banking at fair value through profit or loss. These issuances are purely commercial and the associated risks
are hedged on the market using financial instruments managed in trading portfolios. By using the fair value
option, the Group can ensure consistency between the accounting treatment of these bonds and that of the
derivatives hedging the associated market risks, which have to be carried at fair value.

ASSETS

Table 3.1.F

(In EUR m) 31.12.2022 31.12.2021
Bonds and other debt securities 112 4
Loans, receivables and securities purchased under resale agreements 55 58
Separate assets for employee benefits plans 1,180 1,507
Total 1,347 1,569

(1) Including, as at 31 December 2022, EUR 1,002 million of separate assets for defined post-employment benefits
compared to EUR 1,331 million as at 31 December 2021 (see Note 5.2).

LIABILITIES

Financial liabilities measured at fair value through profit or loss in accordance with the fair value option
predominantly consist of structured bonds issued by the Societe Generale group.

Table 3.1.G
31.12.2022 31.12.2021
Amount redeemable Amount redeemable
(In EUR m) Fair value at maturity  Fair value at maturity
Financial instruments measured using fair 65767 67.312 64.451 65547

value option through profit or loss

The revaluation differences attributable to the Group’s issuer credit risk are determined using valuation
models taking into account the Societe Generale group’s most recent financing terms and conditions on the
markets and the residual maturity of the related liabilities.

Changes in fair value attributable to own credit risk generated an equity gain of EUR 671 million before tax
in 2022. As at December 31, 2022, the total amount of changes in fair value attributable to own credit risk
represents a total gain of 326 million euros before tax.
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4. NET GAINS AND LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR
LOSS

Table 3.1.H

(In EUR m) 2022 2021

Net gain/loss on trading portfolio (excluding derivatives) (5,650) 20,580

Net gain/loss on financial instruments at fair value through profit or loss @ (2,006) (1,401)

Net gain/loss on financial instruments measured using fair value option 2,806 (3,143)

Net gain/loss on derivative instruments 11,581 (10,993)

Net gains/loss on hedging instruments @ 107 (9)
Net gain/loss on fair value hedging derivatives (15,902) (5,741)
Revaluation of hedged items attributable to hedged risks © 16,019 5,732
Ineffective cut of the cash flow hedges (20) (0)

Net gain/loss on foreign exchange transactions (123) 670

Total 6,715 5,704
_o/w gains on financial instruments at fair value through other comprehensive 99 113
income

(1) This item includes realised and unrealised gains and losses on debt and equity instruments, with the exception of
the income component of debt instruments representative of an interest rate, which is recorded under net interest
margin (see Note 3.7).

(2) This item includes only the net gain/loss on hedging transactions related to financial instruments. For the hedging
transactions related to non-financial assets and liabilities, the net gain/loss on hedging transactions is included
under the income statement of the hedged item.

(3) This item includes the revaluation of fair value hedged items, including the change in revaluation differences in
portfolios hedged against interest rate risk.

Insofar as income and expenses recorded in the income statement are classified by type of instrument
rather than by purpose, the net income generated by activities in financial instruments at fair value through
profit or loss must be assessed as a whole. It should be noted that the income shown here does not include
the refinancing cost of these financial instruments, which is shown under interest expense and interest
income.
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NOTE 3.2 - FINANCIAL DERIVATIVES

‘ l Derivative instruments are financial instruments for which the value changes according
to that of an underlying item and can be accompanied by a leverage effect. The items
’ ‘ underlying these instruments are various (interest rates, exchange rates, equity,
indexes, commodities, credit rating...), as are their forms (forward contracts, swaps,
MAKING
T calls and puts...).

SIMPLE The Group may use these derivative instruments for their market activities to provide
to its customers solutions to meet their risk management or revenue optimisation
needs. In that case, they are accounted for as trading derivatives.

The Group may also use derivative instruments to manage and hedge its own risks.
In which case, they are qualified as hedging derivatives. Hedging transactions can

concern individual items or transactions (micro-hedging relationships) or portfolios of
financial assets and liabilities that can generate a structural interest-rate risk (macro-
hedging relationships).

Contrary to other financial instruments, derivative instruments are always measured at
fair value in the balance sheet, regardless their purpose (market activities or hedging
transactions). The fair value adjustments of trading derivatives are directly recognised
in the income statement. However, the hedge accounting method allows for the linking
of the fair value adjustment of hedging derivatives with the accounting treatment of the
transactions and hedged instruments in order to eliminate or reduce volatility in the
income statement.

ACCOUNTING PRINCIPLES

Derivatives are financial instruments meeting the following three criteria:

= their value changes in response to a change in a specified interest rate, foreign exchange rate, share
price, index of prices, commodity price, credit rating, etc.;

= they require little to no initial investment;

= they are settled at a future date.

All financial derivatives are recognised at fair value in the balance sheet as financial assets or financial
liabilities. They are considered to be trading derivatives, unless they are designated as hedging instruments
for accounting purposes.

SPECIAL CASE - DERIVATIVES HAVING SOCIETE GENERALE SHARES AS THEIR UNDERLYING
INSTRUMENT

Financial derivatives having Societe Generale shares as their underlying instrument or shares in Group
subsidiaries and whose liquidation entails the payment of a fixed amount in cash (or another financial asset)
against a fixed number of Societe Generale shares (other than derivatives) are equity instruments.
These instruments, and any related premiums paid or received, are recognised directly in equity, and any
changes in the fair value of these derivatives are not recorded. For sales of put options on Societe Generale
shares and forward purchases of Societe Generale shares, a debt is recognised for the value of the notional
amount with a contra entry in equity.

Other financial derivatives having Societe Generale shares as their underlying instrument are recorded in
the balance sheet at fair value in the same manner as derivatives with other underlying instruments.

EMBEDDED DERIVATIVES

An embedded derivative is a component of a hybrid contract that also includes a non-derivative host
instrument.

Where the host contract is a financial asset, the entire hybrid contract is measured at fair value through
profit or loss because its contractual cash flows do not pass the SPPI test.
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Where the host contract is a financial liability and is not measured at fair value through profit or loss,
the embedded derivative is separated from the host contract if:

= at acquisition, the economic characteristics and risks of the embedded derivative are not closely related
to the economic characteristics and risks of the host; and

= it would meet the definition of a derivative.

Once separated, the derivative is recognised at fair value in the balance sheet under Financial assets or
Financial liabilities at fair value through profit or loss under the aforementioned conditions. The host contract
is classified under one of the financial liability categories measured at amortised cost.

1. TRADING DERIVATIVES

ACCOUNTING PRINCIPLES

Trading derivatives are recorded in the balance sheet under Financial assets or liabilities at fair value
through profit or loss. Changes in fair value are recorded in the income statement under Net gains and
losses on financial instruments at fair value through profit or loss.

Changes in the fair value of financial derivatives involving counterparties that subsequently proved to be in
default are recorded under Net gains and losses on financial instruments at fair value through profit or loss
until the termination date of these instruments. On this termination date, the receivables and debts on these
counterparties are recognised at fair value in the balance sheet. Any further impairment of these receivables
is recognised under Cost of risk in the income statement.

FAIR VALUE
Table 3.2.A
31.12.2022 31.12.2021

(In EUR m) Assets Liabilities Assets Liabilities
Interest rate instruments 34,167 23,163 56,560 51,181
Foreign exchange instruments 24,272 25,341 18,404 19,320
Equities & index Instruments 15,513 21,191 24,186 33,779
Commodities Instruments 199 154 279 311
Credit derivatives 1,756 1,439 921 1,179
Other forward financial instruments 27 781 5 837
Total 75,934 72,069 100,355 106,607

The Group uses credit derivatives in the management of its Corporate credit portfolio, primarily to reduce
individual, sector and geographic concentration and to implement a proactive risk and capital management
approach. All credit derivatives, regardless of their purpose, are measured at fair value through profit or loss
and cannot be qualified as hedging instruments for accounting purposes. Accordingly, they are recognised
at fair value among trading derivatives.
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COMMITMENTS (NOTIONAL AMOUNTS)

Table 3.2.B
(In EUR m) 31.12.2022 31.12.2021
Interest rate instruments 9,757,261 9,807,443
Firm instruments 7,998,484 8,155,415
Swaps 6,412,207 7,013,837
FRAs 1,586,277 1,141,578
Options 1,758,777 1,652,028
Foreign exchange instruments 4,162,947 3,379,742
Firm instruments 3,046,929 2,617,178
Options 1,116,018 762,564
Equity and index instruments 791,814 838,749
Firm instruments 138,533 144,592
Options 653,281 694,157
Commodities instruments 20,714 24,539
Firm instruments 20,472 24,372
Options 242 167
Credit derivatives 170,225 177,923
Other forward financial instruments 28,066 31,022
Total 14,931,027 14,259,418

2. HEDGING DERIVATIVES

According to the transitional provisions of IFRS 9, the Group made the choice to maintain the IAS 39
provisions related to hedge accounting. Consequently, equity instruments do not qualify for hedge
accounting regardless of their accounting category.

ACCOUNTING PRINCIPLES

In order to be hedged against certain market risks, the Group sets up hedging derivatives. From an
accounting standpoint, the Group designates the hedging transaction as a fair value hedge, a cash flow
hedge, or a hedge of a net investment in a foreign operation, depending on the risk and on the instruments
to be hedged.

To designate an instrument as a hedging derivative, the Group documents the hedging relationship in detail,
from inception. This documentation specifies the asset, liability, or future transaction hedged, the risk to be
hedged and the associated risk management strategy, the type of financial derivative used and the valuation
method that will be used to measure its effectiveness.

The derivative designated as a hedging instrument must be highly effective in offsetting the change in fair
value or cash flows arising from the hedged risk. This effectiveness is verified when changes in the fair value
or cash flows of the hedged instrument are almost entirely offset by changes in the fair value or cash flows
of the hedging instrument, with the expected ratio between the two changes ranging from 80% to 125%.
Effectiveness shall be assessed both when the hedge is first set up and throughout its life. Effectiveness is
measured each quarter prospectively (expected effectiveness over the future periods) and retrospectively
(effectiveness measured on past periods). Where the effectiveness falls outside the range specified above,
hedge accounting is discontinued.

Hedging derivatives are recognised in the balance sheet under Hedging derivatives.
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The purpose of these hedges is to protect the Group against an adverse fluctuation in the fair value of an
instrument which could affect profit or loss if the instrument were derecognised from the balance sheet.

Changes in the fair value of the hedging derivative are recorded in the income statement under Net gains
and losses on financial instruments at fair value through profit or loss; for interest rate derivatives, however,
accrued interest income and expenses on the derivative are recorded in the income statement under Interest
and similar income / Interest and similar expense — Hedging derivatives symmetrically to the accrued interest
income and expenses related to the hedged item.

In the balance sheet, the carrying value of the hedged item is adjusted for the gains and losses attributable
to the hedged risk, which are reported in the income statement under Net gains and losses on financial
instruments at fair value through profit or loss. To the extent that the hedge is highly effective, changes in
the fair value of the hedged item and changes in the fair value of the hedging derivative are accurately offset
through profit or loss, the difference corresponding to an ineffectiveness gain or loss.

Prospective effectiveness is assessed via a sensitivity analysis based on probable market trends or via a
regression analysis of the statistical relationship (correlation) between the hedged risk component and the
hedging instrument. Retrospective effectiveness is assessed by comparing any changes in the fair value of
the hedging instrument with any changes in the fair value of the hedged item.

If it becomes apparent that the derivative has ceased to meet the effectiveness criteria for hedge accounting
or if it is terminated or sold, hedge accounting is discontinued prospectively. Thereafter, the carrying amount
of the hedged asset or liability ceases to be adjusted for changes in fair value attributable to the hedged risk
and the cumulative adjustments previously recognised under hedge accounting are amortised over its
remaining life. Hedge accounting is also discontinued if the hedged item is sold prior to maturity or early-
redeemed, the valuation adjustments are then immediately recognised in the income statement.

The purpose of interest rate cash flow hedges is to protect against changes in future cash flows associated
with a financial instrument on the balance sheet (loans, securities or floating-rate notes) or with a highly
probable future transaction (future fixed interest rates, future exchange rates, future prices, etc.).
The purpose of these hedges is to protect the Group against adverse fluctuations in the future cash-flows
of an instrument or transaction that could affect profit or loss.

The prospective effectiveness of the hedge is assessed via a sensitivity analysis based on probable market
input trends or via a regression analysis of the statistical relationship (correlation) between the hedged risk
component and the hedging instrument. The effectiveness of the hedge is assessed using the hypothetical
derivative method, which consists in i) creating a hypothetical derivative which bears exactly the same
characteristics as the instrument being hedged (in terms of notional amounts, date on which the rates are
reset, interest rate, exchange rate, etc.), but moves in the opposite direction and whose fair value is nil when
the hedge is set up, then ii) comparing the expected changes in the fair value of the hypothetical derivative
with those of the hedging instrument (sensitivity analysis) or performing a regression analysis on the
prospective effectiveness of the hedge.

The changes in fair value of the hedging financial instruments are recorded directly as Unrealised or deferred
gains and losses for their effective portion, while the ineffective portion is recognised under Net gains and
losses on financial instruments at fair value through profit or loss. With regard to interest rate derivatives,
the portion corresponding to the rediscount of the derivative financial instrument is recorded in the income
statement under Interest and similar income / Interest and similar expense symmetrically to the interest
income or expense related to the hedged item.

The gains or losses, realised or unrealised, accumulated directly in equity for the effective portion of these
changes in value, are carried in equity to be recycled in the income statement when the expected hedged
cash flows impact the income statement. With regard to the hedging flows related to a variable-rate financial
instrument recorded on the balance sheet, recycling is done as and when the hedged interest income or
expenses are recognised in the income statement. In the case of hedging of future transactions, if it is the
future sale of a financial instrument, recycling takes place on the date when the sold instrument is
derecognised; if the transaction is settled through the recognition on the balance sheet of a financial
instrument, the gains or losses accumulated in equity are carried in it, before being recycled in the income
statement at the same pace as the hedged cash flows generated by the instrument then recognised on the
balance sheet.
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Whenever the hedging derivative ceases to meet the effectiveness criteria for hedge accounting or is
terminated or sold or if the future transaction hedged is no more probable, hedge accounting is discontinued
prospectively. The amounts previously recognised directly in equity are reclassified in the income statement
over the periods during which interest income is affected by the cash flows from the hedged item. If the
hedged item is sold or redeemed earlier than expected or if the hedged forecast transaction ceases to be
expected, the unrealised gains and losses recognised in equity are immediately reclassified in the income
statement.

The purpose of a hedging of a net investment in a foreign company is to protect against exchange rate risk.

The hedged item is an investment in a country whose currency differs from the Group’s functional currency.
The hedge therefore serves to protect the net position of a foreign subsidiary or branch against an exchange
rate risk linked to the entity’s functional currency.

The hedge of a net investment in a foreign operation follows the same accounting principles as the cashflow
hedge relationships. Thus, the effective portion of the changes in fair value of a hedging derivative
designated for accounting purposes as the hedge of a net investment is recognised in equity under
Unrealised or deferred gains and losses, while the ineffective portion is recognised in the income statement
under Gains and losses on financial instruments at fair value through profit or loss.

In this type of hedge, interest rate derivatives are used to globally hedge the structural interest rate risk
resulting mainly from Retail Banking activities.

In accounting for these transactions, are either documented as fair value hedges or as cash flow hedges,
depending on the Group entities.

Group entities documenting a macro fair value hedge of fixed rate assets and liabilities portfolios, apply the
IAS 39 “carve-out” standard as adopted by the European Union, which facilitates:

the application of fair value hedge accounting to the macro-hedges used for asset-liability management,
including customer demand deposits in the fixed-rate positions being hedged;

the performance of the effectiveness tests.

The accounting treatment of the financial derivatives designated as macro fair value hedges is similar to
that of other fair value hedging instruments. Changes in the fair value of the portfolio of macro-hedged
instruments measured based on the modelled synthetic instrument are reported on a separate line in the
balance sheet under Revaluation differences on portfolios hedged against interest rate risk through profit or
loss.

Group entities documenting a macro cash flow hedge apply the same accounting principles as those
presented above for cash flow hedge. Thus, macro-hedged assets or liabilities portfolios are not measured
at fair value for the hedged risk.

In the case of macro cash flow hedge, hedged portfolios include assets or liabilities at variable rate.

Finally, regardless of the documentation used for these macro-hedges, they require the implementation of
three tests to measure the effectiveness of the relationship:

a non-over-coverage test to ensure, prospectively and retrospectively, that the nominal amount of the
portfolios covered is higher than the notional amount of the hedging instruments for each future maturity
band and each rate generation;

a test of non-disappearance of the hedged item, which consists in prospectively and retrospectively
ensuring that the historically covered maximum position is less than the notional amount of the hedging
instruments on the closing date considered for each maturity band and each generation of rates;

a quantitative test to retrospectively ensure that the fair value changes in the modelled synthetic
instrument offset the changes in fair value of the hedging instruments.

The sources of ineffectiveness of the macro-hedges implemented in the Group result from the latest fixing
of the variable leg of the hedging swaps, the two-curve valuation of the collateralised hedging instruments,
the possible mismatches of interests between the hedged item and the hedging instrument and the
consideration of counterparty risk on the hedging instruments.
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TREATMENT OF THE CHANGES IN THE BASIS USED FOR DETERMINING THE CONTRACTUAL CASH FLOWS
OF THE COMPONENTS OF A HEDGING RELATIONSHIP — IBOR REFORM

Non-discontinuation of hedging relationships

The documentation of the existing hedging relationships shall be updated to reflect the changes brought
about by the reform of the reference interest rate (IBOR reform) on the basis for determining the contractual
cash flows of the hedged items and/or of the hedging instruments.

These updates resulting from the IBOR reform do not cause the discontinuation of the hedging relationship
nor the designation of a new accounting hedge as long as they meet the following conditions:

= the change in the basis for determining the contractual cash flows is required and results directly from
the IBOR reform; and

= the new basis for determining the contractual cash flows is economically equivalent to the former basis
used before the change.

When those conditions are met, the update of the hedging documentation only consist in:

= designate the alternative reference interest rate (contractually or non-contractually specified) as a
hedged risk;

= update the description of the hedged item, including a description of the hedged portion of cash flows or
of the fair value;

= update the description of the hedging instrument;
= update the description of the method used to assess the effectiveness of the hedge.

These updates are performed as and when changes are made to the hedged items or the hedging
instruments but before the end of the reporting period during which the change was made; an accounting
hedge may be updated several successive times.

Changes not directly resulting from the application of the IBOR reform and impacting the basis used for
determining the contractual cash flows of the hedging relationship components or the hedging
documentation are analysed beforehand in order to confirm compliance with the qualifying criteria for hedge
accounting.

Specific accounting treatments

Regarding fair value hedges and cash flow hedges, the applicable accounting requirements remain
unchanged for the recognition of gains and losses resulting from the reassessment of the hedged
component and the hedging instrument taking account of the changes described above.

For the purpose of the retrospective effectiveness assessment, the cumulative fair value changes may be
reset to zero on a case by case basis for each hedging relationship modified.

With regard to hedged cash flows, when the benchmark rate on which the future hedged cash flows were
based changes, the amounts of gains or losses recorded for the hedging instrument are carried in equity
until the recording in the income statement of the adjusted hedged cash flows as long as the transaction
remains highly probable.

An alternative reference interest rate used as a risk component not specified by an agreement
(example, a 3-month alternative reference interest rate used to determine the fixed rate of a loan and for
which the Group intends to hedge the changes in value) may be used, provided it is, as reasonably
expected, separately identifiable (i.e., quoted on a sufficiently liquid market) in the 24 months after its first
use.
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FAIR VALUE

Table 3.2.C
31.12.2022 31.12.2021

(In EUR m) Assets Liabilities Assets Liabilities
Fair value hedge 32,272 45,539 12,823 10,171
Interest rate instruments 32,252 45,538 12,786 10,141
Foreign exchange instruments 20 1 36 30
Equity and index Instruments - - 1 -
Cash flow hedge 349 511 311 61
Interest rate instruments 300 443 253 26
Foreign exchange instruments 43 51 24 33
Equity and index Instruments 6 17 34 2
Net investment hedge 229 114 105 193
Foreign exchange instruments 229 114 105 193
Total 32,850 46,164 13,239 10,425

The Group sets up hedging relationships recognised for accounting purposes as fair value hedges in order
to protect its fixed-rate financial assets and liabilities (primarily loans / borrowings, securities issued and
fixed-rate securities) against changes in long-term interest rates. The hedging instruments used mainly
consist of interest rate swaps.

Furthermore, through some of its Corporate and Investment Banking operations, the Group is exposed to
future cash flow changes in its short and medium-term funding requirements and sets up hedging
relationships recognised for accounting purposes as cash flow hedges. Highly probable funding
requirements are determined using historic data established for each activity and representative of balance
sheet outstanding. These data may be increased or decreased by changes in management methods.

Finally, as part of their management of structural interest rate and exchange rate risks, the Group’s entities
set up fair value hedge for portfolios of assets or liabilities for interest rate risk as well as cash flow hedge
and net investment hedge for foreign exchange risk.

As at 31 December 2022, the revaluation differences on macro-hedged fixed-rate assets portfolios and
fixed-rate liabilities portfolios have become negative as a result of the interest rate raise observed during
the period. On the asset side of the balance sheet, the revaluation difference on portfolios hedged against
interest rate risk amounts to EUR -2,262 million as at 31 December 2022 (compared to EUR +131 million
as at 31 December 2021); and on the liabilities side, the revaluation differences on portfolios hedged against
interest rate risk amounts to EUR -9,659 million as at 31 December 2022 (against EUR +2,832 million as at
31 December 2021).
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COMMITMENTS (NOTIONAL AMOUNTS)

Table 3.2.D
(In EUR m) 31.12.2022 31.12.2021
Interest rate instruments 861,523 981,765
Firm instruments 861,181 978,728

Swaps 728,373 696,716

FRAs 132,808 282,012
Options 342 3,037
Foreign exchange instruments 8,333 9,245
Firm instruments 8,333 9,245
Equity and index instruments 179 160
Firm instruments 179 160
Total 870,035 991,170
MATURITIES OF HEDGING FINANCIAL DERIVATIVES (NOTIONAL AMOUNTYS)
These items are presented according to the contractual maturity of the financial instruments.
Table 3.2.E

From From
Up to 3 months 1 year Over 31.12.2022

(In EUR m) 3 months to 1 year to 5years 5years
Interest rate instruments 108,878 193,268 290,166 269,211 861,523
Foreign exchange instruments 2,054 5,683 579 17 8,333
Equity and index instruments 85 35 58 1 179
Total 111,017 198,986 290,803 269,229 870,035
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NOTE 3.3 - FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER

COMPREHENSIVE INCOME

OVERVIEW

Table 3.3.A

(In EUR m) 31.12.2022 31.12.2021

Debt instruments 37,199 43,180
Bonds and other debt securities 37,199 43,081
Loans and receivables and securities purchased under resale agreements - 99

Shares and other equity securities 264 270

Total 37,463 43,450
o/w securities lent 249 241

1. DEBT INSTRUMENTS

ACCOUNTING PRINCIPLES

Debt instruments (loans and receivables, bonds and bond equivalents) are classified as Financial assets at
fair value through other comprehensive income when their contractual cash flows are consistent with basic
lending arrangements (SPPI) and they are managed under a Collect and Sell business model. At the time
of original recognition, these financial assets are measured at fair value including the costs directly
attributable to their acquisition or subscription.

Accrued or earned income on debt instruments is recorded in profit or loss based on the effective interest
rate, under Interest and similar income.

At the reporting date, these instruments are measured at fair value and changes in fair value excluding
income, are recorded in equity under Unrealised or deferred gains and losses, except for foreign exchange
differences on money market instruments denominated in local currencies, which are recorded in profit or
loss. Furthermore, as these financial assets are subject to impairment for credit risk, the changes in
expected credit losses are recorded in profit or loss under Cost of risk with a corresponding entry under
Unrealised or deferred gains and losses. The applicable impairment rules are described in Note 3.8.

BUSINESS MODEL “HOLD TO COLLECT AND SELL”

The objective of this business model is to realise cash flows by both collecting contractual payments and
selling financial assets. In this type of business model, the sales of financial assets are not incidental or
exceptional, but they are integral to achieving the business’ objectives.

Cash management

= o, Within the Group, except for the insurance activities, the “hold to collect and sell” business
™ | model is mainly applied by cash management activities for managing HQLA securities (High
Quality Liquid Assets) included in the liquidity reserve. Only a few subsidiaries apply a “hold

+
“\6* to collect” business model for managing their HQLA securities.
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CHANGES OF THE PERIOD

Table 3.3.B

(In EUR m) 2022
Balance as at 1 January 43,180
Acquisitions / disbursements 28,108
Disposals / redemptions (32,139)
Change in scope and others (357)
Changes in fair value during the period (2,725)
Change in related receivables 13
Translation differences 1,119
Balance as at 31 December 37,199

CUMULATIVE UNREALISED GAINS AND LOSSES RECOGNISED DIRECTLY IN EQUITY

Table 3.3.C

(In EUR m) 31.12.2022 31.12.2021
Unrealised gains 212 334
Unrealised losses (809) (200)
Total (597) 134

2. EQUITY INSTRUMENTS

ACCOUNTING PRINCIPLES

Equity instruments (shares and share equivalents), that are not held for trading purposes, can be initially
designated by the Group to be measured at fair value through other comprehensive income. This choice
made instrument by instrument, is irrevocable.

These equity instruments are then measured at fair value and the changes in fair value are recognised
under Unrealised or deferred gains and losses with no subsequent reclassification to profit or loss. If the
instruments are sold, the realised gains and losses are reclassified to Retained earnings at the opening of
the next financial year. Only dividend income, if it is considered as a return on investment, is recorded in
profit or loss under Net gains or losses on financial instruments at fair value through other comprehensive
income.

The Group chose only in few rare cases to designate equity instruments to be measured at fair value through
other comprehensive income.
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NOTE 3.4 - FAIR VALUE OF FINANCIAL INSTRUMENTS MEASURED AT
FAIR VALUE

ACCOUNTING PRINCIPLES

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants on the measurement date.

In the absence of observable prices for identical assets or liabilities, the fair value of financial instruments is
determined using another measurement technique which maximises the use of observable market input
based on assumptions that market operators would use to set the price of the instrument in question.

For information purposes, in the notes to the consolidated financial statements, the fair value of the financial
instruments is classified using a fair value hierarchy that reflects the observability level of the inputs used.
The fair value hierarchy is composed of the following levels:

Level 1 (L1): instruments valued on the basis of quoted prices (unadjusted) in active markets for
identical assets or liabilities.

Level 1 instruments carried at fair value on the balance sheet include in particular shares listed in an active
market, government or corporate bonds priced directly by external brokers/dealers, derivatives traded on
organised markets (futures, options), and units of funds (including UCITS) whose net asset value is available
on the balance sheet date.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service or regulatory agency, and if they
reflect actual and regular market transactions on an arm’s length basis.

Determining whether a market is inactive requires the use of indicators such as a sharp decline in the trading
volume and the level of activity in the market, a sharp disparity in prices over time and among the various
above-mentioned market participants, or the fact that the latest transactions conducted on an arm’s length
basis did not take place recently enough.

Where a financial instrument is traded in several markets to which the Group has immediate access, its fair
value is represented by the market price at which volumes and activity levels are highest for the instrument
in question.

Transactions resulting from involuntary liquidations or distressed sales are usually not taken into account to
determine the market price.
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Level 2 (L2): instruments valued using inputs other than the quoted prices included in Level 1 and
that are observable for the asset or liability concerned, either directly (i.e. as prices) or indirectly
(i.e. derived from prices).

These are the instruments measured using a financial model based on market inputs. The inputs used shall
be observable in active markets; using some unobservable inputs is possible only if the latter have only a
minor impact on the fair value of the instrument. The prices published by an external source, derived from
the valuation of similar instruments are considered as data derived from prices.

Level 2 instruments include in particular the non-derivative financial instruments carried at fair value on the
balance sheet that are not directly quoted or do not have a quoted price on a sufficiently active market
(e.g. corporate bonds, repos transactions, mortgage-backed securities, units of funds), and the firm
derivatives and options traded over-the-counter: interest rate swaps, caps, floors, swaptions, equity options,
index options, foreign exchange options, commaodity options and credit derivatives. The maturities of these
instruments are linked to ranges of terms commonly traded in the market, and the instruments themselves
can be simple or offer a more complex remuneration profile (e.g. barrier options, products with multiple
underlying instruments), with said complexity remaining however limited. The valuation techniques used in
this category are based on common methods shared by the main market participants.

This category also includes the fair value of loans and receivables at amortised cost granted to
counterparties whose credit risk is quoted via Credit Default Swap.

Level 3 (L3): instruments valued using inputs a significant part of which are not based on observable
market data (referred to as unobservable inputs).

Level 3 instruments carried at fair value on the balance sheet are valued using financial models based on
market inputs among which those which are unobservable or observable on insufficiently active
markets, have a significant impact on the fair value of the financial instrument as a whole.

Accordingly, Level 3 financial instruments include derivatives and repo transactions with longer maturities
than those usually traded and/or with specifically-tailored return profiles, structured debts including
embedded derivatives valued based on a method using unobservable inputs or long-term equity
investments valued based on a corporate valuation method, which is the case for unlisted companies or
companies listed on an insufficiently liquid market.

The main L3 complex derivatives are:

— Equity derivatives: options with long maturities and/or incorporating bespoke remuneration mechanisms.
These instruments are sensitive to market inputs (volatility, dividend rates, correlations, etc.). In the
absence of market depth and an objective approach made possible by regularly observed prices,
their valuation is based on proprietary methods (e.g. extrapolation from observable data, historical
analysis). Hybrid equity instruments (i.e. having at least one non-equity underlying instrument) are also
classified as L3 insofar as the correlations between the different underlying assets are generally
unobservable;

— Interest rate derivatives: long-term and/or exotic options, products sensitive to correlation between
different interest rates, different exchange rates, or between interest rates and exchange rates,
for example for quanto products (in which the instrument is settled in a currency different from the
currency of the underlying asset); they are liable to be classified as L3 because the valuation inputs are
unobservable due to the liquidity of the correlated pair and the residual maturity of the transactions
(e.g. exchange rate correlations are deemed unobservable for the USD/JPY);

— Credit derivatives: L3 credit derivatives mainly include baskets of instruments exposed to time to default
correlation (“N to default” products in which the buyer of the hedge is compensated as of the N"" default,
which are exposed to the credit quality of the issuers comprising the basket and to their correlation, or
CDO Bespoke products, which are Collateralised Debt Obligations created specifically for a group of
investors and structured according to their needs), as well as products subject to credit spread volatility;

— Commodity derivatives: this category includes products involving unobservable volatility or correlation
inputs (i.e. options on commodity swaps or instruments based on baskets of underlyings).
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1. FINANCIAL ASSETS MEASURED AT FAIR VALUE

Table 3.4.A

31.12.2022 31.12.2021
(In EUR m) Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Trading portfolio
(excluding derivatives) 93,492 134,259 6,402 234,153 119,240 95,485 4,709 219,434
Bonds and other debt securities 23,925 1,939 158 26,022 19,516 2,584 380 22,480
Shares and other equity securities 69,565 4,822 - 74,387 99,721 9,137 - 108,858
Securities purchased under resale
agreements - 116,586 6,166 122,752 - 77,080 4,202 81,282
Loans, receivables and other 2 10,912 78 10,992 3 6,684 127 6,814
trading assets
Trading derivatives 82 72,474 3,378 75,934 371 96,018 3,966 100,355
Interest rate instruments 7 31,689 2,473 34,169 17 53,860 2,683 56,560
Foreign exchange instruments 75 23,751 446 24,272 354 17,817 233 18,404
Equity and index instruments - 15,406 106 15,512 - 23,613 573 24,186
Commodity instruments - 199 - 199 - 276 3 279
Credit derivatives - 1,402 353 1,755 - 447 474 921
cher forward financial ) 27 ) 27 : 5 : 5
instruments
Financial assets measured
mandatorily at fair value 312 13,048 4,643 18,003 169 16,727 4,460 21,356
through profit or loss
Bonds and other debt securities - 37 157 194 16 45 132 193
Shares and other equity securities 312 245 2,259 2,816 153 368 2,248 2,769
Loans, receivables and securities
purchased under resale - 12,766 2,227 14,993 - 16,314 2,080 18,394
agreements
Financial assets measured
using fair value option through 107 1,240 - 1,347 - 1,565 4 1,569
profit or loss
Bonds and other debt securities 107 4 - 111 - - 4 4
Loans, receivables and securities
purchased under resale - 55 - 55 - 58 - 58
agreements
Separate assets for employee
benefit plans - 1,181 - 1,181 - 1,507 - 1,507
Hedging derivatives - 32,850 - 32,850 - 13,239 - 13,239
Interest rate instruments - 32,551 - 32,551 - 13,039 - 13,039
Foreign exchange instruments - 293 - 293 - 165 - 165
Equity and index instruments - 6 - 6 - 35 - 35
Financial assets measured
at fair value through other 37,066 132 265 37,463 42,798 380 272 43,450
comprehensive income
Bonds and other debt securities 37,066 132 1 37,199 42,798 281 2 43,081
Shares and other equity securities - - 264 264 - - 270 270
Loans and receivables - - - - - 99 - 99
Total 131,059 254,003 14,688 399,750 162,578 223,414 13,411 399,403
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2. FINANCIAL LIABILITIES MEASURED AT FAIR VALUE

Table 3.4.B
31.12.2022 31.12.2021

Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
(In EUR m)
Trading portfolio 6,424 152,974 3,385 162,783 4,494 129,989 2,022 136,505
(excluding derivatives)
Amounts payable on borrowed 8 51,038 55 51,101 30 45,630 161 45,821
securities
Bonds and other debt instruments 5172 ) 14 5186 3,626 1 3 3,630
sold short
_Shares and other equity 1244 ) ) 1,244 838 : : 838
instruments sold short
Securities sold under repurchase - 99,372 3,307 102,679 - 82,874 1,855 84,729
agreements
I_30r_r9yvmgs and other trading ) 2564 9 2573 } 1.484 3 1.487
liabilities
Trading derivatives 349 68,404 3,315 72,068 400 101,390 4,817 106,607
Interest rate instruments 7 21,106 2,049 23,162 9 48,750 2,422 51,181
Foreign exchange instruments 342 24,728 272 25,342 390 18,719 211 19,320
Equity and index instruments - 20,465 725 21,190 1 32,124 1,654 33,779
Commodity instruments - 154 - 154 - 309 2 311
Credit derivatives - 1,170 269 1,439 - 651 528 1,179
cher forward financial ) 781 ) 781 : 837 : 837
instruments
Financial liabilities measured
using fair value option through - 29,096 36,671 65,767 - 27,633 36,818 64,451
profit or loss
Hedging derivatives - 46,164 - 46,164 - 10,425 - 10,425
Interest rate instruments - 45,981 - 45,981 - 10,168 - 10,168
Foreign exchange instruments - 166 - 166 - 255 - 255
Equity and index instruments - 17 - 17 - 2 - 2
Total 6,773 296,638 43,371 346,782 4,894 269,437 43,657 317,988
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3. VARIATION IN LEVEL 3 FINANCIAL INSTRUMENTS

FINANCIAL ASSETS

Table 3.4.C
Disposals / Transfer Gains Change in
Balance as redemp-  Transfer to from and Translation scopeand Balance as

(In EUR m) at 31.12.2021 Acquisitions tions Level 2 Level 2 losses _ differences others at 31.12.2022
(Tj’a.d'”g portfolio (excluding 4,709 4,978 (2,190) (802) 9 (351) 99 (50) 6,402

erivatives)
Bonds and other debt securities 380 599 (787) (85) 9 29 13 - 158
Securities purchased under resale
agreements 4,202 4,379 (1,395) (717) - (381) 78 - 6,166
Loans, receivables and other 127 R ®) } } 1 8 (50) 78
trading assets
Trading derivatives 3,966 51 (13) (2,094) 136 1,091 241 - 3,378
Interest rate instruments 2,683 - - (1,960) 105 1,436 209 - 2,473
Foreign exchange instruments 233 1 (2) (4) 2 212 4 - 446
Equity and index instruments 573 50 (11) (36) 2 (489) 17 - 106
Commodity instruments 3 - - (1) - %) - - -
Credit derivatives 474 - - (93) 27 (66) 11 - 353
Financial assets measured
mandatorily at fair value through 4,460 593 (342) (65) - 128 73 (204) 4,643
profit or loss
Bonds and other debt securities 132 52 (29) - - 2 - - 157
Shares and other equity securities 2,248 321 (258) - - 158 6) (204) 2,259
Loans, receivables and securities
purchased under resale 2,080 220 (55) (65) - (32) 79 - 2,227
agreements
Financial assets measured
using fair value option through 4 - 4) - - - - - -
profit or loss
Bonds and other debt securities 4 - 4) - - - - - -
Loans, receivables and securities
purchased under resale - - - - - - - - -
agreements
Financial assets measured at
fair value option through other 272 19 1) - - 27) - 2 265
comprehensive income
Debt instruments 2 - 1) - - - - - 1
Equity instruments 270 19 - - - 27) - 2 264
Total 13,411 5,641 (2,550) (2,961) 145 841 413 (252) 14,688
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FINANCIAL LIABILITIES

Table 3.4.D

Balance Change in Balance

as at Transfer to Transfer Gains and Translation scope and as at

(In EUR m) 31.12.2021 Issues Redemptions Level 2 from Level 2 losses __differences others 31.12.2022
Trading portfolio (excluding
derivatives) 2,022 2,920 (1,148) - - (320) (89) - 3,385
Amounts payable on borrowed 161 R ) } ; (105) } : 56
securities
Bonds and other debt
instruments sold short 8 B ) ) ) 1 ) ) o8
Securities sold under repurchase
agreements 1,855 2,920 (1,148) - - (232) (89) - 3,306
Borrowings and other trading 3 6 9
liabilities
Trading derivatives 4,817 493 (56) (1,349) 110 (726) 26 - 3,315
Interest rate instruments 2,422 1 1) (1,116) 67 698 (23) - 2,048
Foreign exchange instruments 211 1 - - - 64 ®3) - 273
Equity and index instruments 1,654 491 (53) (39) 14 (1,386) 44 - 725
Commodity instruments 2 - (2)
Credit derivatives 528 - - (194) 29 (102) 8 - 269

Financial liabilities measured
using fair value option 36,818 20,947 (16,442) (1,324) 1,621 (5,401) 452 - 36,671
through profit or loss

Total financial liabilities at fair

value 43,657 24,360 (17,646) (2,673) 1731 (6,447) 389 - 43,371

4. VALUATION METHODS OF FINANCIAL INSTRUMENTS CARRIED AT FAIR VALUE ON THE
BALANCE SHEET

For financial instruments recognised at fair value on the balance sheet, fair value is determined primarily on
the basis of the prices quoted in an active market. These prices may be adjusted, if they are not available
at the balance sheet date in order to incorporate the events that have an impact on prices and occurred
after the closing of the stock markets but before the measurement date or in the event of an inactive market.

However, due notably to the varied characteristics of financial instruments traded over-the-counter on the
financial markets, a large number of financial products traded by the Group does not have quoted prices in
the markets.

For these products, fair value is determined using models based on valuation techniques commonly used
by market participants to measure financial instruments, such as discounted future cash flows for swaps or
the Black & Scholes formula for certain options and using valuation parameters that reflect current market
conditions at the balance sheet date. These valuation models are validated independently by the experts
from the Market Risk Department of the Group’s Risk Division.

Furthermore, the inputs used in the valuation models, whether derived from observable market data or not,
are checked by the Finance Division of Market Activities, in accordance with the methodologies defined by
the Market Risk Department.

If necessary, these valuations are supplemented by additional reserves (such as bid-ask spreads and
liquidity) determined reasonably and appropriately after an analysis of available information.

Derivatives and security financing transactions are subject to a Credit Valuation Adjustment (CVA) or Debt
Valuation Adjustment (DVA). The Group includes all clients and clearing houses in this adjustment,
which also reflects the netting agreements existing for each counterparty.

The CVA is determined based on the Group entity’s expected positive exposure to the counterparty,
the counterparty’s probability of default and the amount of the loss given default. The DVA is determined

67



symmetrically based on the negative expected exposure. These calculations are carried out over the life of
the potential exposure, with a focus on the use of relevant and observable market data. Since 2021,
a system has been in place to identify the new transactions for which CVA/DVA adjustments are significant.
These transactions are then classified in Level 3.

Similarly, an adjustment to take into account the costs or profits linked to the financing of these transactions
(FVA, Funding Value Adjustment) is also performed.

Observable data must be: independent, available, publicly distributed, based on a narrow consensus and/or
backed up by transaction prices.

For example, consensus data provided by external counterparties are considered observable if the
underlying market is liquid and if the prices provided are confirmed by actual transactions. For long
maturities, these consensus data are not observable. This is the case for the implied volatility used for the
valuation of equity options with maturities of more than five years. However, when the residual maturity of
the instrument falls below five years, its fair value becomes sensitive to observable inputs.

In the event of unusual tensions on the markets, leading to a lack of the usual reference data used to
measure a financial instrument, the Risk Division may implement a new model in accordance with pertinent
available data, similar to methods used by other market players.

SHARES AND OTHER EQUITY SECURITIES
For listed shares, fair value is taken to be the quoted price on the balance sheet date.
The significant unlisted securities and the significant securities listed on an illiquid market will be valued

primarily by using a developed valuation method: Discounted Cash Flows (DCF) or Discounted Dividend
Model (DDM) and/or Market multiples.

For non-significant unlisted shares, fair value is determined depending on the type of financial instrument
and according to one of the following methods:

= proportion of net asset value held;

= valuation based on a recent transaction involving the issuing company (third party buying into the issuing
company’s capital, appraisal by a professional valuation agent, etc.);

= valuation based on a recent transaction in the same sector as the issuing company (income multiple,
asset multiple, etc.).

DEBT INSTRUMENTS HELD IN PORTFOLIO, ISSUES OF STRUCTURED SECURITIES MEASURED AT FAIR
VALUE AND FINANCIAL DERIVATIVES INSTRUMENTS

The fair value of these financial instruments is determined based on the quoted price on the balance sheet
date or prices provided by brokers on the same date, when available. For unlisted financial instruments, fair
value is determined using valuation techniques. Concerning liabilities measured at fair value, the on-balance
sheet amounts include changes in the Group’s issuer credit risk.

OTHER DEBTS

For listed financial instruments, fair value is taken as their closing quoted price on the balance sheet date.
For unlisted financial instruments, fair value is determined by discounting future cash flows to present value
at market rates (including counterparty risks, non-performance and liquidity risks).

CUSTOMER LOANS

The fair value of loans and receivables is calculated, in the absence of an actively traded market for these
loans, by discounting the expected cash flows to present value at a discount rate based on interest rates
prevailing on the market at the reporting date for loans with broadly similar terms and maturities.
These discount rates are adjusted for borrower credit risk.
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5. ESTIMATES OF MAIN UNOBSERVABLE INPUTS

The following table provides, for Level 3 instruments, the ranges of values of the most significant
unobservable inputs by main product type.

Table 3.4.E
(In EUR m)
Cash instruments Valuation Significant Range of inputs
and derivatives Main products techniques used unobservable inputs min. max.
Equity volatilities 2.4% 89.9%
. . . . Equity dividends 0.0% 0.114
Simple and complex instruments Various option models on
Equities/funds or derivatives on funds, equities funds, equities or baskets Correlations -81.0% 100.0%
or baskets of stocks of stocks .
Hedge fund volatilities 7.6% 20.0%
Mutual fund volatilities 3.2% 31.5%
Interest rates and Forex derivatives Forex option pricing Forex volatilities 5.0% 32.0%
Forex models
Recovery and base Ié?ilzigiaun 0.0% 100.0%
Collateralised Debt Obligations correlatign roiection -
and index tranches proj Recc_)very rate variance
models for single name 0.0% 100.0%
) underlyings
Credit

Time to default

. 0.0% 100.0%
correlations

Other credit derivatives Credit default models Quanto correlations 50.0% 40.0%
Credit spreads 0 bps 1 000 bps
Commodities Derivatives on commodities Option quels on Correlations NA NA
baskets commodities
Long term equity Securities held for strategic Net Book Value / Recent .
h ) Not applicable - -
investments purposes transactions

The table below shows the valuation of cash and derivative instruments on the balance sheet. When it
comes to hybrid instruments, they are broken down according to the main unobservable inputs.

Table 3.4.F
31.12.2022

(In EUR m) Assets Liabilities
Equities/funds 730 24,037
Rates and Forex 11,628 19,065
Credit 353 269
Long term equity investments 1,977 -
Total 14,688 43,371

6. SENSITIVITY OF FAIR VALUE FOR LEVEL 3 INSTRUMENTS

Unobservable inputs are assessed carefully, particularly in this persistently uncertain economic environment
and market. However, by their very nature, unobservable inputs inject a degree of uncertainty into the
valuation of Level 3 instruments.

To quantify this, fair value sensitivity was estimated at 31 December 2022 on instruments whose valuation
requires certain unobservable inputs. This estimate was based either on a “standardised” variation in
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unobservable inputs, calculated for each input on a net position, or on assumptions in line with the additional
valuation adjustment policies for the financial instruments in question.

The “standardised” variation corresponds to the standard deviation of consensus prices (TOTEM, etc.) used
to measure an input nevertheless considered as unobservable. In cases of unavailability of these data, the
standard deviation of historical data is then used to assess the input.

SENSITIVITY OF LEVEL 3 FAIR VALUE TO A “STANDARDISED” VARIATION IN UNOBSERVABLE INPUTS

Table 3.4.G
31.12.2022 31.12.2021

Nggative P_ositive Nggative P_ositive
(In EUR m) impact impact impact impact
Shares and other equity instruments and derivatives (30) 82 (21) 78
Equity volatilities - 5 - 12
Dividends - 20 - 19
Correlations (30) 56 (20) 44
Hedge Fund volatilities - - - 0
Mutual Fund volatilities 0) 1 1) 3
Rates or Forex instruments and derivatives (15) 28 (6) 30
Correlations between exchange rates and/or interest rates (14) 27 3) 27
Forex volatilities 1) 1 ) 3

Constant prepayment rates -

©)

Inflation/inflation correlations 0) 0 1) 0
Credit instruments and derivatives = ) - 8
Time to default correlations - 0 - 1
Quanto correlations - 3 - 4
Credit spreads - 2 - 3
Commodity derivatives NA NA NA NA
Commodities correlations NA NA NA NA
Long term securities NA NA NA NA

It should be noted that, given the already conservative valuation levels, this sensitivity is higher for a
favourable impact on results than for an unfavourable impact. Moreover, the amounts shown above illustrate
the uncertainty of the valuation as at the computation date based on a “standardised” variation in inputs.
Future variations in fair value cannot be deduced or forecast from these estimates.

7. DEFERRED MARGIN RELATED TO MAIN UNOBSERVABLE INPUTS

At initial recognition, financial assets and liabilities are measured at fair value, that is to say the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

When this fair value differs from transaction price and the instrument’s valuation technique uses one or more
unobservable inputs, this difference representative of a commercial margin is deferred in time to be recorded
in the income statement, from case to case, at maturity of the instrument, at the time of sell or transfer, over
time, or when the inputs become observable.

The table below shows the amount remaining to be recognised in the income statement due to this
difference, less any amounts recorded in the income statement after initial recognition of the instrument.
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Table 3.4.H

(in EUR m) 2022 2021
Deferred margin at 1 January 1,191 1,157
Deferred margin on new transactions during the period 794 1,053
Margin recorded in the income statement during the period (737) (1,019)
o/w amortisation (497) (558)
o/w switch to observable inputs (12) (15)
o/w disposed, expired or terminated (228) (446)
Deferred margin at 31 December 1,248 1,191
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NOTE 3.5 - LOANS, RECEIVABLES AND SECURITIES AT AMORTISED
COST

OVERVIEW
Table 3.5.A
31.12.2022 31.12.2021

Carrying _ _ o/w Carrying _ _ o/w
(In EUR m) amount impairment amount impairment
Due from banks 66,903 (39) 55,972 (36)
Customer loans 506,529 (10,634) 497,164 (10,980)
Securities 21,430 (63) 19,371 (57)
Total 594,862 (10,736) 572,507 (11,073)

ACCOUNTING PRINCIPLES

Loans, receivables and debt securities are measured at amortised cost where their contractual cash flows
are consistent with basic lending arrangements (SPPI) and they are managed under a “Hold to Collect”
business model.

Subsequent to initial recognition, they are measured at amortised cost using the effective interest method,
and their accrued or earned income are recorded in profit or loss under Interest and similar income.
Furthermore, as these financial assets are subject to impairment for credit risk, changes in the expected
credit losses are recorded in profit or loss under Cost of risk with a corresponding impairment of the
amortised cost on the asset side of the balance sheet. The applicable impairment rules are described in
Note 3.8. When a loan or a receivable is classified in Stage 3 for impairment (doubtful outstanding),
the subsequent accrued interest incremented to the carrying amount of the financial asset before
impairment is limited to the interest recognised in profit or loss. The amount of such interest is then
calculated by applying the effective interest rate to the net carrying amount of the financial asset
(see Note 3.7).

Loans granted by the Group may be subject to renegotiations for commercial reasons, while the borrowing
customer is not experiencing any financial difficulties or insolvency. Such efforts are undertaken for
customers for which the Group agrees to renegotiate their debt at the new market conditions in the interest
of preserving or developing a business relationship, in accordance with the credit approval procedures in
force and without relinquishing any principal or accrued interest. Except in specific cases where the
modification due to the renegotiation would not be considered significant, renegotiated loans are
derecognised as at the renegotiation date, and the new loans contracted under the renegotiated terms and
conditions replace the previous loans in the balance sheet as at this same date. The new loans are subject
to the SPPI test to determine how they are classified in the balance sheet. If a loan qualifies as a basic
instrument (SPPI), the handling and implementation fees associated with the new transaction received are
included in the effective interest rate of the new instrument.

Customer loans at amortised cost include lease receivables where they are classified as finance leases.
Leases granted by the Group are classified as finance leases if they transfer substantially all the risks and
rewards incidental to ownership of the leased asset to the lessee. Otherwise, they are classified as operating
leases (see Note 4.2).

These finance lease receivables represent the Group’s net investment in the lease, calculated as the present
value of the minimum payments to be received from the lessee, plus any unguaranteed residual value,
discounted at the interest rate implicit in the lease. In the event of a subsequent reduction in the estimated
unguaranteed residual value used to calculate the lessor’s investment in the finance lease, the present value
of this reduction is recognised as a loss under Expenses from other activities in the income statement and
as a reduction of the finance lease receivables on the asset side of the balance sheet.
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BUSINESS MODEL “HOLD TO COLLECT”

Under this model, financial assets are managed to obtain cash flows by collecting contractual payments
over the life of the instrument.

To achieve the objective of this business model, it is not necessary for the entity to hold all the instruments
until maturity. Selling assets remains consistent with a business model whose objective is to collect
contractual cash flows in the following cases:

= the financial asset is sold following an increase in the asset’s credit risk; or

= the sale of the financial asset occurs close to its maturity and the proceeds from the sale are similar to
the amount to be collected from the remaining contractual cash flows.

Other sales can be consistent with the objective of collecting contractual cash flows, as well, provided they
are infrequent (even if significant in value) or insignificant in value, both individually and in aggregate terms
(even if frequent). Such other sales include sales made to manage credit concentration risk (without an
increase in the asset’s credit risk). The Group has set up procedures for reporting and analysing all
significant projected sales of financial assets held for collecting contractual cash flows, as well as a periodic
review of sales that have occurred.

Financing activities

= w Within the Group, the “hold to collect” business model is mainly applied by financing activities
‘ managed by French Retail Banking, International Retail Banking and Financial Services and
by Global Banking and Investor Solutions, except for the part of syndicated loans that is
expected to be sold.

3

)

1. DUE FROM BANKS

Table 3.5.B

(In EUR m) 31.12.2022  31.12.2021
Current accounts 33,402 26,997
Deposits and loans 15,053 18,123
Securities purchased under resale agreements 17,670 10,184
Subordinated and participating loans 238 99
Related receivables 655 585
Due from banks before impairments @ 67,018 55,988
Credit loss impairments (39) (36)
Revaluation of hedged items (76) 20
Total 66,903 55,972

(1) As at 31 December 2022, the amount due from banks classified as Stage 3 impairment (credit impaired) is
EUR 68 million compared to EUR 46 million at 31 December 2021. The accrued interests included in this amount
are limited to interests recognised in net income by applying the effective interest rate to the net carrying amount of
the financial asset (see Note 3.7).
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2. CUSTOMER LOANS

Table 3.5.C

(In EUR m) 31.12.2022 31.12.2021
Overdrafts 29,244 27,013
Other customer loans 444,532 438,165
Lease financing agreements 29,499 30,509
Securities purchased under resale agreements 10,159 8,831
Related receivables 4,045 3,399
Customer loans before impairments @ 517,479 507,917
Credit loss impairment (10,634) (10,980)
Revaluation of hedged items (316) 227
Total 506,529 497,164

(1) As at at 31 December 2022, the amount due from banks classified as Stage 3 impairment (credit impaired) is
EUR 15,687 million compared to EUR 16,261 million as at 31 December 2021. The accrued interests included in
this amount are limited to interests recognised in net income by applying the effective interest rate to the net carrying

amount of the financial asset (see Note 3.7).

BREAKDOWN OF OTHER CUSTOMER LOANS

Table 3.5.D

(In EUR m) 31.12.2022 31.12.2021
Trade notes 7,547 9,945
Short-term loans 146,274 144,481
Export loans 13,801 13,220
Equipment loans 70,293 66,183
Housing loans 152,282 151,869
Loans secured by notes and securities 246 204
Other loans 54,089 52,263
Total 444,532 438,165
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ADDITIONAL INFORMATION ON LEASE FINANCING AND SIMILAR AGREEMENTS

Table 3.5.E
(In EUR m) 31.12.2022 31.12.2021
Gross investments 31,339 32,201
Amount for the next five years 26,129 26,714
Less than one year 9,657 9,227
From one to two years 6,418 7,124
From two to three years 4,855 5,047
From three to four years 3,190 3,315
From four to five years 2,009 2,001
More than five years 5,210 5,487
Present value of minimum payments receivable 27,846 28,888
Rental receivables due for the next five years 23,799 24,685
Less than one year 8,982 8,759
From one to two years 5,926 6,666
From two to three years 4,403 4,598
From three to four years 2,831 2,966
From four to five years 1,657 1,696
Rental receivables due for more than five years 4,047 4,203
Unearned financial income 1,840 1,692
Unguaranteed residual values receivable by the lessor 1,653 1,621
3. SECURITIES
Table 3.5.F
(In EUR m) 31.12.2022 31.12.2021
Government securities 9,734 8,896
Negotiable certificates, bonds and other debt securities 11,808 10,525
Related receivables 208 160
Securities before impairments 21,750 19,581
Impairment (63) (57)
Revaluation of hedged items (257) (153)
Total 21,430 19,371
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NOTE 3.6 - DEBTS

ACCOUNTING PRINCIPLES

Debts include the non-derivative financial liabilities that are not measured at fair value through profit or loss
(these instruments are described in Note 3.1.3).

They are recognised in the balance sheet, depending on the type of instrument and counterparty, under Due
to banks, Customer deposits, Debt securities issued or Subordinated debt.

Subordinated debts are all dated or undated borrowings, whether or not in the form of debt securities, which
in the event of the liquidation of the borrowing company may only be redeemed after all other creditors have
been paid.

Debts are initially recognised at cost, i.e. at the fair value of the amount borrowed net of transaction fees.
These liabilities are measured as at the reporting date at amortised cost using the effective interest rate
method. As a result, issue or redemption premiums on bonds are amortised over the lifetime of the
instruments concerned. Accrued or paid expenses are recorded in profit or loss under Interest and similar
expense.

The Group’s obligations arising from mortgage savings accounts and plans are recorded under Customer
deposits — Regulated savings accounts. A provision may be recorded in respect of such mortgage savings
instruments (see Note 8.3).

1. DUE TO BANKS

Table 3.6.A

(In EUR m) 31.12.2022  31.12.2021
Demand deposits and current accounts 10,455 12,373
Overnight deposits and borrowings 392 1,564
Term deposits @ 120,141 121,708
Related payables 301 47
Revaluation of hedged items (1,933) 104
Securities sold under repurchase agreements 3,632 3,381
Total 132,988 139,177

(1) Including term-deposits linked to central banks, and in particular long-term refinancing operations set up by the ECB
(Targeted Longer-Term Refinancing Operations — TLTRO).

TLTRO

The European Central Bank (ECB) launched in 2019 a third series of Targeted Longer-Term Refinancing
Operations (TLTRO) with the aim of maintaining favourable credit conditions in the euro area. As in the two
previous systems, the level of remuneration of the borrowings depends on the performance of the borrowing
banking institutions in terms of loans granted to their household customers (excluding real estate loans) and
business customers (excluding financial institutions); depending on these performances, the borrowing
institutions may benefit from a reduced interest rate and an additional temporary bonus applicable from 24
June 2020 to 23 June 2021 (reduction by 50 basis points of the average rate of the deposit facility with a
floor rate set at -1%). These TLTRO Il operations are conducted on a quarterly basis between September
2019 and December 2021, for a possible total of 10 drawdowns. Each such operation has a three-year
maturity and includes an early repayment option. Some terms and conditions were modified in March 2020,
in particular the loan production objectives, rate conditions and drawdown limit, in order to further support
the granting of loans at the outset of the Covid-19 crisis. In January 2021, the ECB decided to extend the
temporary additional bonus over the period from 24 June 2021 to 23 June 2022 subject to performance in
terms of number of granted loans observed over a new reference period from 1 October 2020 to 31
December 2021.
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The Group, via Societe Generale and Crédit du Nord, subscribed to TLTRO Il loans through quarterly
drawdowns staggered between December 2019 and December 2021. The residual amount of TLTRO
borrowings on the liabilities side of the balance sheet is EUR 52.7 billion as at 31 December 2022, following
the early repayments made in the fourth quarter of 2022 for an amount of EUR 19.2 billion.

As at 31 December 2021, the Group had already reached its objective of stability of the loans outstanding
required to benefit from the reduced interest rate as well as from two additional temporary bonuses applied
from 24 June 2020 to 23 June 2021 and from 24 June 2021 to 23 June 2022. The additional bonuses have
been qualified for accounting purposes as grants under IAS 20 and the loans as adjustable rate liabilities
under IFRS 9.

On 27 October 2022, the ECB changed the methods for calculating the interest rate relating to the last
period of TLTRO Ill. The effect of these changes resulted in an adjustment of the effective interest rate
applied between 23 June 2022 to 22 November 2022 and the implementation of new calculation method
from 23 November 2022 on.

As at 31 December 2022, the total cost of TLTRO borrowings including interest and bonuses is therefore
between -0.21% and -0.89% depending on the drawdown dates. For the financial year 2022, the total
amount for interests and bonuses on the TLTRO borrowings recorded under Interest and similar income
amount to EUR 0.4 billion; this amount includes the immediate registration of bonuses not yet recognised
on the early repaid loans.

In January 2021, the IFRS IC received a question about the accounting treatment of the TLTRO and has
ruled neither on the recognition of transactions under IFRS 9, nor on the possible identification of a grant.
The topic has been referred to the IFRS 9 Post Implementation Review. The Group has not changed the
accounting treatment that it applies for the TLTRO and remains vigilant regarding any elements of
clarification that this review will provide.

2. CUSTOMER DEPOSITS

Table 3.6.B
(In EUR m) 31.12.2022  31.12.2021
Regulated savings accounts 111,496 109,079
Demand 86,368 83,025
Term 25,128 26,054
Other demand deposits @ 295,933 308,091
Other term deposits @ 115,651 84,861
Related payables 876 261
Revaluation of hedged items (89) 103
Total customer deposits 523,867 502,395
Securities sold to customers under repurchase agreements 6,897 6,738
Total 530,764 509,133

(1) Including term-deposits linked to governments and central administrations.

PARTNERSHIP AGREEMENT WITH ING

On 4 April 2022, Boursorama signed a partnership agreement with ING following its decision to withdraw
from the retail banking market in France. Under the terms of this agreement, Boursorama offers ING’s online
banking clients in France an alternative banking solution with a simplified subscription process and exclusive
offers on the products and services subscribed. The proposed offers relate to current accounts, savings
plans and means of payment as well as securities accounts; credits, however, are not included within the
scope of the agreement.

As at 31 December 2022, Debts to customers, on the liabilities side of the balance sheet, include the
outstanding deposits and savings accounts transferred to Boursorama for an amount of EUR 3,635 million.
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In early July 2022, the life insurance brokerage activities of ING Direct Vie have been transferred to

Boursorama.

BREAKDOWN OF OTHER DEMAND DEPOSITS BY CUSTOMER TYPE

Table 3.6.C
(In EUR m) 31.12.2022 31.12.2021
Professionals and corporates 151,687 149,089
Individual customers 88,450 90,590
Financial customers 42,982 51,306
Others @ 12,814 17,106
Total 295,933 308,091
(1) Including term-deposits linked to governments and central administrations.
3. DEBT SECURITIES ISSUED
Table 3.6.D
(In EUR m) 31.12.2022 31.12.2021
Term savings certificates 230 276
Bond borrowings 25,974 21,525
Interbank certificates and negotiable debt instruments 110,543 112,819
Related payables 635 574
Revaluation of hedged items (4,206) 130
Total 133,176 135,324
o/w floating-rate securities 77,220 62,215
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NOTE 3.7 - INTEREST INCOME AND EXPENSE

‘ l Interest is compensation for a financial service, consisting in a lender making a certain
amount of cash available to a borrower for an agreed period of time. Such compensated
’ ‘ financing arrangements can be loans, deposits or securities (bonds, negotiable debt

MAKING securities...).
IT This compensation is a consideration for the time value of money, and additionally for
SIMPLE credit risk, liquidity risk and administrative costs, all borne by the lender for the duration

of the financing agreement. The interest can also include a margin used by the lending
bank to remunerate equity instruments (such as ordinary shares) that are required by
prudential regulation to be issued in relation to the amount of financing granted, so as
to guarantee its own solvency.

Interest is recognised as expense or income over the life of the financing service
granted or received, proportionally to the principal amount outstanding.

ACCOUNTING PRINCIPLES

Interest income and expense are recorded in the income statement under Interest and similar income and
Interest and similar expense for all financial instruments measured using the effective interest method
(instruments at amortised cost and debt instruments at fair value through other comprehensive income) and
for all financial instruments mandatorily measured at fair value through profit and loss and interest rate risk
hedging derivatives for the portion of income or expenses representative of the effective interest rate.
Negative interest incomes on financial assets are recorded under Interest and similar expense; negative
interest expenses on financial liabilities are recorded under Interest and similar income.

The effective interest rate is taken to be the rate used to net discount future cash inflows and outflows over
the expected life of the instrument in order to establish the net book value of the financial asset or liability.
The calculation of this rate considers the future cash flows estimated on the basis of the contractual
provisions of the financial instrument without taking account of possible future credit losses and also includes
commissions paid or received between the parties where these may be assimilated to interest, directly linked
transaction costs, and all types of premiums and discounts.

Where a financial asset is classified in Stage 3 for impairment, subsequent interest income is recognised in
profit or loss by applying the effective interest rate to the net carrying amount of the financial asset with an
offsetting entry equal to the outstanding financial asset before impairment.

Moreover, except for those related to employee benefits, provisions recognised as balance sheet liabilities
generate interest expenses which are calculated using the same risk-free interest rate as that used to
discount the expected outflow of resources as soon as the effects of this update are significant.

SPECIFIC TREATMENT RELATED TO THE REPLACEMENT OF A REFERENCE INTEREST RATE BY AN
ALTERNATIVE REFERENCE INTEREST RATE (POSSIBLY INCLUDING A FINANCIAL COMPENSATION) — IBOR
REFORM

The replacement of a reference interest rate by an alternative reference interest rate (possibly including a
financial compensation in the form of a margin adjustment expressed in basis points and/or a cash amount)
is liable to change the basis for determining the contractual cash flows of a financial asset or liability
(i.e., the method for calculating the return on it).

The effective interest rate is then modified prospectively to reflect the change from the current reference
interest rate to an alternative reference interest rate. This last is adjusted for the new margin expressed in
basis points and, if needed, for the amortisation over the remaining term of the contract, of the cash amount
paid at the time of the modification.
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Table3.7.A

2022 2021
(In EUR m) Income Expense Net Income Expense Net
E(;”S‘";‘”Cia' instruments at amortised 17,379  (8,787) 8592 11574  (4,344) 7,230
Central banks 1,255 (306) 949 78 (308) (230)
Bonds and other debt securities 524 (1,646) (1,122) 428 (1,293) (865)
Due from/to banks @ 1,896 (1,724) 172 1,107 (410) 697
Customer loans and deposits 12,152 (3,916) 8,236 9,680 (1,695) 7,985
Subordinated debt - (641) (641) - (526) (526)
Securities lending/borrowing 42 (24) 28 10 (112) (1)
Repo transactions 1,510 (540) 970 271 (101) 170
Hedging derivatives 9,690 (8,727) 963 7,015 (5,489) 1,526
R . .
Lease agreements 852 (37) 815 843 (39) 804
Real estate lease agreements 181 (37) 144 166 (39) 127
Non-real estate lease agreements 671 (0) 671 677 - 677
Subtotal interest income/expense
on financial instruments using the 28,441 (17,551) 10,890 19,847 (9,872) 9,975
effective interest method
s eV e @ e w7
Total Interest income and expense 28,838 (17,552) 11,286 20,590 (9,872) 10,718
o/w interest income from impaired 250 _ 250 259 ) 259

financial assets

(1) Negative interest on TLTRO borrowings is recorded as income from Loans / borrowings from credit institutions

(see. Note 3.6).

These interest expenses include the refinancing cost of financial instruments at fair value through profit or
loss, the results of which are classified in net gains or losses on these instruments (see Note 3.1). Given
that income and expenses booked in the income statement are classified by type of instrument rather than
by purpose, the net income generated by activities in financial instruments at fair value through profit or loss

must be assessed as a whole.
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BREAKDOWN OF INCOME OF CUSTOMER LOANS AT AMORTISED COST

Table 3.7.B
(In EUR m) 2022 2021
Trade notes 487 332
Other customer loans 10,433 8,485
Short-term loans 4,490 3,486
Export loans 366 223
Equipment loans 1,751 1,396
Housing loans 2,694 2,781
Other customer loans 1,132 599
Overdrafts 989 613
Doubtful outstanding (stage 3) 243 250
Total 12,152 9,680
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NOTE 3.8 - IMPAIRMENT AND PROVISIONS

Some financial assets (loans, debt securities) involve credit risk which exposes the
‘ ' Group to a potential loss if the counterparty or the securities issuer were to be unable to

respect their financial commitments. To compensate for this risk, the bank receives a
’ ‘ portion of the contractual interest on those assets, called credit margin.

MAKING For loans, receivables and debt securities measured at amortised cost or fair value
IT through other comprehensive income, this potential loss, or expected credit loss, as
SIMPLE estimated by the Group, is recognised in profit or loss without waiting for a payment
default individually impacting the counterparty; these expenses partly offset the interest
income and thus avoid overestimating the income during the periods prior to the
counterparty default. On balance sheet, this potential loss is recognised as an
impairment that reduces the carrying amount of assets measured at amortised cost.

Impairment is written-back in case of a subsequent decrease of credit risk.

Potential losses recognised in the income statement represent initially the credit losses
expected by the Group over the year to come. Subsequently, the amount is increased
by the expected loss at maturity of the instrument in case of significant increase of risk.

For financial assets measured at fair value through profit or loss (including instruments
held by global markets activities), their fair value includes already the expected credit
loss, as assessed by the market participants, on the residual lifetime of the instrument.

ACCOUNTING PRINCIPLES

RECOGNITION OF EXPECTED CREDIT LOSSES

Debt instruments (loans, debt securities and bonds and similar) classified as financial assets at amortised
cost or as financial assets at fair value through other comprehensive income, operating lease receivables,
customer receivables and income to be received included amongst Other assets, as well as loan
commitments granted and guarantee commitments issued, are systematically subject to impairment or
provisions for expected credit losses. These impairments and provisions are recognised as the loans are
granted, the commitments undertaken, or the debt securities purchased, without waiting for the occurrence
of an objective evidence of impairment.

To determine the amount of impairment or provision to be recorded at each reporting date, these exposures
are split among three categories based on the increase in credit risk observed since initial recognition.
An impairment or provision shall be recognised for the exposures in each category as follows:
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Credit risk category

Stage 1
Performing assets

Stage 2

Under-performing or
downgraded assets

Transfer criteria

Initial recognition of the

instrument in stage 1

= Maintained if the credit risk i
has not increased |

Credit risk on the instrument .
has increased significantly
since initial recognition /

Evidence that the
instrument has become

i credit-impaired /

30 days past due i 90 days past due

significantly !
Measurement of 12-month i Lifetime i Lifetime
credit risk expected credit losses ' expected credit losses expected credit losses

Gross carrying amount of
the asset before
impairment

Gross carrying amount of
the asset before .
impairment ;

Net carrying amount of the
asset after impairment

Interest income
recognition basis

EXPOSURES CLASSIFIED IN STAGE 1

At the initial recognition date, the exposures are systematically classified in Stage 1, unless they are
purchased or originated credit-impaired instruments.

EXPOSURES CLASSIFIED IN STAGE 2

To identify Stage 2 exposures, the significant increase in credit risk compared to the date of initial recognition
is assessed by the Group using all available past and forward-looking data (behavioural scores, loan to
value indicators, macroeconomic forecast scenarios, sector analyses, cash flow projections for some
counterparties, etc.).

The three criteria used to assess the significant changes in credit risk are detailed below. Once only one of
these three criteria is met, the relevant outstanding is transferred from Stage 1 to Stage 2 and related
impairment or provisions are adjusted accordingly. Furthermore, the Group does not apply the exemption
for low credit risk; it thus carries out an assessment of a significant increase in credit risk for all loans and
debt securities.

Criteria 1: the classification of the counterparty in “sensitive”
To determine the classification of the counterparty as “sensitive” (notion of watch list), the Group analyses:
— the counterparty’s credit rating (where it is the subject of an internal analysis); and

— the changes in its operating sector, in macroeconomic conditions and in the behaviours of the
counterparty which may also be indicative of a deterioration in credit risk.

If, after a review, a counterparty is deemed “sensitive” (notion of watch list), all existing contracts between
the Group and this counterparty are transferred into Stage 2 (to the extent that this approach does not lead
to a distortion compared with an analysis of the credit quality at the time of granting of each financial
instrument) and the related impairment and provisions are increased up to the lifetime expected credit
losses.

Once a counterparty has been placed on a watch list, all new transactions originated with that counterparty
are recorded in Stage 1.

Criteria 2: the magnitude of the change in a counterparty’s credit rating since the initial recognition

This magnitude is assessed from contract to contract, from the date of their initial recognition to the balance
sheet date.
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To determine whether a deterioration or improvement in the credit rating between the date of initial
recognition and the balance sheet date is significant enough to prompt a change in the impairment Stage,
thresholds are set once a year by the Risk Division. These transfer thresholds between Stage 1 and Stage 2
are determined for each homogeneous portfolio of contracts (notion of risk segment based on the customer
typology and the credit quality) and are calculated based on their specific probability-of-default curves
(thus, the threshold is different depending on whether it is a Sovereign portfolio or a Large Corporates
portfolio, for instance). These thresholds may be expressed as an absolute or relative increase in the
probability of default. For example, the threshold is set at +50 bp for sovereign debt, +100 bp for the Very
Large Enterprises (turnover exceeding EUR 500 million), +200 bp for SME and +10 bp for the French
mortgages of the Societe Generale retail network.

In addition and in line with the recommendations issued by the EBA and the ECB, loans for which the
probability of default has been multiplied by 3 between the date of first recognition and the balance sheet
date are transferred to Stage 2

Criteria 3: the existence of payments more than 30 days past due

There is a (rebuttable) presumption of a significant deterioration in credit risk when a payment on an asset
is more than 30 days past due.

The three criteria are symmetrical: thus, a removal from the watch list of sensitive counterparties, a sufficient
improvement in the debtor’s credit rating or a settlement of payments more than 30 days overdue results in
a return to Stage 1, without any probation period in Stage 2.

Particular case of exposures without credit rating

For exposures to counterparties for which no credit rating is available (retail customers and a limited portion
of the “small- and medium- sized companies” segment), the transfer into Stage 2 is based on:

— the Basel behavioural score or the existence of payments more than 30 days past due for retail
customers;

— the placement on the watch list or the existence of payments more than 30 days past due for Corporate.

To identify Stage 3 exposures (doubtful exposures), the Group has been applying to most of its entities,
since July 2020, the new definition of default as detailed in the guidelines published by the European
Banking Authority (EBA). This definition leads to applying the following criteria to classify exposures as
Stage 3:

— one or more unpaid payments of over 100 euros for Retail (500 euros for Non-retail) during 90
consecutive days, representing at least 1% of the total exposure of the customer. This unpaid amount
may or may not be accompanied by a recovery procedure (except for restructured loans classified into
Stage 1 or 2 which are retransferred into Stage 3 from the first amount unpaid after 30 days during the
two-year probation period). In addition, only missed payments related to business litigations,
specific contractual features or IT failures may avoid automatic transfer into Stage 3 after 90 days.

— identification of other criteria that evidence, even in the absence of missed payments, that this is unlikely
that the counterparty could meet all its financial obligations:

— a significant deterioration in the counterparty’s financial situation creates a strong probability that it will
not be able to meet all of its commitments and thus represents a risk of loss for the Group;

— the granting of concessions to the clauses of the loan agreement, which would not have been granted if
the counterparty wasn’t experiencing financial difficulties (restructured loans) and which result in a
decrease in the present value of the loan cash flows of more than 1% of its initial value;

— the existence of litigious proceedings (ad hoc mandate, bankruptcy protection, court-ordered settlement
or compulsory liquidation or other similar proceedings in local jurisdictions).

The Group applies the impairment contagion principle to all of the defaulting counterparty’s exposures.
When a debtor belongs to a group, the impairment contagion principle may also be applied to all of the
group’s exposures.
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The classification in Stage 3 is kept during the 3-month probation period after the disappearance of all
default indicators described above. The probation period in Stage 3 is extended to one year for the
restructured loans that have been transferred in Stage 3.

In the case of a return to Stage 2, the exposures are kept in Stage 2 during a probation period before
assessing whether they could be transferred to Stage 1. This probation period in Stage 2 is from 6 months
to two years according to the nature of the risk portfolio to which the exposures belong.

Stage 1 exposures are impaired for the amount of credit losses that the Group expects to incur within
12 months (12-month expected credit losses), based on past data and the current situation.
Accordingly, the amount of impairment is the difference between the gross carrying amount of the asset and
the present value of future cash flows deemed to be recoverable, taking into account the impact of collateral
called up or liable to be called up and the probability of a default event occurring within the next 12 months.

Stage 2 and 3 exposures are impaired for the amount of credit losses that the Group expects to incur over
the life of the exposures (lifetime expected credit losses), taking into consideration past data, the present
situation and reasonable forecast changes in economic conditions, and relevant macroeconomic factors
through to maturity. Accordingly, the amount of impairment is the difference between the gross carrying
amount of the asset and the present value of future cash flows deemed to be recoverable, taking into
account the impact of collateral called up or liable to be called up and the probability of a default event
occurring through to the instrument’s maturity.

Financial guarantees are taken into account in the estimation of the recoverable cash flows when they are
integral part of the contractual characteristics of the related loans and they are not recognised separately.

If the financial guarantees don’t meet these criteria and as a consequence their effects cannot be taken into
account in the calculation of impairment, a separate asset is recorded in the balance sheet under Other
Assets. The book value of this asset is representative of the expected credit losses, recorded in the balance
sheet within the impairment of assets, for which the Group is almost certain to receive a compensation.
Changes in the carrying amount of this asset are recorded in the income statement under Cost of risk.

Irrespective of the Stage in which the exposures are classified, cash flows are discounted using the initial
effective interest rate of the financial asset. The amount of impairment is included in the net carrying amount
of the credit impaired financial asset. Impairment allocations/reversals are recorded in the income statement
under Cost of risk.

The expected credit losses on the financing commitments and financial collateral given are determined using
a similar approach applied to the estimated amount of Group exposure in case of default (amount drawn
from the financing commitment as at the default date, amount of collateral called up as at the default date).
The credit loss amounts thus calculated at one year (Stage 1) or over the life of the commitments (Stages
2 and 3) are recognised as liabilities on the balance sheet under Provisions.

For operating leases and trade receivables, the Group uses the “simplified” approach, under which
impairments are calculated as lifetime expected credit losses since their initial recognition, regardless of any
subsequent changes in the counterparty’s credit risk. The assessment of depreciation is mainly based on
historical data on default rates and incurred losses in the event of default. Adjustments to take into account
forward-looking information on economic conditions and macro-economic factors are determined by an
expert.

Loans issued or acquired by the Group may be restructured due to financial difficulties. This takes the shape
of a contractual modification of the initial terms of the loan (e.g. lower interest rates, rescheduled loan
payments, partial debt forgiveness, or additional collateral). This adjustment of the contractual terms is
strictly linked to the borrower’s financial difficulties and/or insolvency (whether they have already become
insolvent or are certain to do so if the loan is not restructured).

Where they still pass the SPPI test, restructured loans are still recognised in the balance sheet and their
amortised cost before credit risk allowance is adjusted for a discount representing the restructuration loss.
This discount is equal to the-difference between the present value of the new contractual cash flows resulting
from the restructuring of the loan and the amortised cost before credit risk allowance less any partial debt
forgiveness; it is booked to Cost of risk in the income statement. As a result, the amount of interest income
subsequently recognised into income is still computed using the initial effective interest rate of the loan and
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based on the net carrying amount of the asset after impairment during at least the first year following the
restructuration.

Post-restructuring, these financial assets are classified in Stage 3 (credit-impaired exposures) whether the
present value of modified cash flows decreases by more than 1% compared with the carrying amount of
financial instruments before the restructuring or there is a high probability that the counterparty cannot meet
all its commitments involving a risk of loss for the Group. In these two cases, the restructuring of financial
assets leads to default. Stage 3 classification is maintained for at least one year, or longer if the Group is
uncertain that the borrowers will be able to meet their commitments. Once the loan is no longer classified in
Stage 3 or the loans which the present value does not decrease more than 1%, the assessment of the
significant increase of credit risk will be performed by comparing the characteristics of the instrument at the
closing date and the characteristics at the initial recognition date of the loan before restructuring, applying
the transfer rules to Stage 1 and 2 previously mentioned in this note with specific conditions during the
probation period (during the first two-years following the restructuration, loans are retransferred into Stage 3
as of payments more than 30 days past due).

The criteria to return to Stage 1 for the restructured loans are similar to those of all the other exposures,
after a probation period in Stage 3 of a minimum of one year.

Given the new contractual terms arising from the restructuring where they no longer pass the SPPI test,
restructured loans are derecognised and replaced by new loans recognised according to the restructured
terms and conditions. These new assets are recorded under Financial assets measured at fair value through
profit or loss. The difference between the net present value of these restructured loans and the initial fair
value of the new assets is recorded under Cost of Risk in the income statement.

Restructured loans do not include loans and receivables subject to commercial renegotiations that are loans
to customers for which the Group has agreed to renegotiate the debt with the aim of maintaining or
developing a commercial relationship, in accordance with the credit approval procedures in force and without
relinquishing any principal or accrued interest. The accounting treatment of renegotiations is detailed in
Note 3.5.

ASSESSMENT METHOD OF EXPECTED CREDIT LOSSES

The methodology for calculating impairments and provisions for expected credit losses in Stage 1 and Stage
2 was developed in the Basel framework used which was used as a basis for choosing the methods for
assessing the calculation parameters (probability of default and loss rate for outstanding loans under the
Basel advanced approaches — IRBA and IRBF — and provisioning rate for outstanding loans under the
standardised approach).

The Group portfolios have been segmented to ensure homogeneous risk characteristics and better
correlation with macroeconomic variables, both local and global. This segmentation makes it possible to
address all the Group’s specificities. It is consistent with or similar to the one defined in the Basel framework
to ensure the uniqueness of the historical records of losses and defaults.

The variables used in the expected credit loss assessment models are presented in the Note 10.3,
paragraph 3.1 — General framework of the internal approach.

Expected losses are assessed based on the above-mentioned parameters, supplemented with in-house
analyses of each counterparty’s credit quality, performed either individually or statistically.

CRISES: WAR IN UKRAINE, COVID-19 CRISIS AND ECONOMIC CONSEQUENCES

To take account of the uncertainties relating to the Covid-19 crisis, the Group updated as at
31 December 2022 the model and post-model adjustments set out since the beginning of the health crisis
in line with 2021.

In 2022, the Group reviewed the parameters used in the models on the basis of the new macroeconomic
scenarios (see Note 1) taking into account the specific conditions created by the war in Ukraine.

The impacts of the adjustments to models and post-models on the determination of expected credit losses
are described hereinafter.
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UPDATE OF THE MODELS AND PARAMETERS USED TO ESTIMATE THE EXPECTED CREDIT LOSSES
GDP adjustment

The containment measures taken by governments in the context of the Covid-19 crisis resulted in a sudden
decline in economic activity reflected in high volatility in quarterly GDP growth rates (year-on-year) in the
2021 and 2022 forecasts in the countries where the Group operates.

Furthermore, the authorities adopted financial support measures for households and businesses to help
them cope with the sudden deterioration in activity. Therefore, there will likely be a time-lag between the
deterioration in the portfolios’ credit quality and that of activity, the first being delayed with respect to the
second.

In order to account for this time-lag, the Group revised its models in 2020, using for each quarter between
2020 and 2022 an average of the changes in GDP over the last eight quarters compared to a base of 100
in 2019. This adjustment has not been used to determine the GDP rates for 2023 to 2026.

As at 31 December 2022, the GDP rates used in the models have been determined as follows:

= for each quarter of 2022, the Group used in its models an average of the changes in GDP over the last
eight quarters compared to a base of 100 in 2019. This adjustment has been applied to each of the three
scenarios (SG Favourable, SG Central and SG Stress) for the GDP series used in the modelling of
expected credit losses (see paragraph 6 in Note 1).

= The data displayed for 2022 in the table below correspond to the weighted average of the GDP growth
rates of the three scenarios, adjusted as described above;

= the data displayed for the years 2023 to 2026 in the table below correspond to the weighted average of
the GDP growth rates of the three scenarios.

2022 2023 2024 2025 2026

Euro area (1.4) (1.2) 0 0.6 1.0
France (1.8) (0.9) 0.1 0.6 1.0
United States of America 0.9 (1.4) (0.2) 1.4 1.8
China 3.0 3.1 3.6 3.7 4.2

Impacts on the estimation of expected credit losses

Thus, as at 31 December 2022, the adjustments made to the macroeconomic variables and to the
probabilities of default have resulted in a decrease of EUR 10 million in the amount of impairments and
provisions for credit risk (EUR 445 million for the 2021 financial year). The impact of these adjustments is
due to:

= an EUR 1 million residual increase for the above-mentioned GDP adjustments that ended on
31 December 2022;

= a decrease of EUR 11 million reflecting the updated weightings of the macro-economic scenarios
presented in Note 1 (removal of the “Extended” scenario).

In addition, owing to the degraded macroeconomic conditions and geopolitical backdrop linked to the war in
Ukraine, all our Russian counterparts (EUR 2 billion) have been ranked “Sensitive” (notion of watch list) and
the related exposures transferred to Stage 2. Other exposures were identified after supplementary analysis
as requiring transfer to Stage 3 (EUR 0.6 billion). The impact of these transfers on the calculation of
expected credit losses amounts to EUR 427 million as at 31 December 2022 (including the
supplementary adjustment detailed in the “Other adjustments” paragraph).
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Adjustments implemented to supplement the application of the models

Sectoral adjustments

The Group can supplement the models with two types of sectoral adjustments: the first relates to the
possible revision of the expected credit loss estimates of some sectors (with no impact on the classification
of loans); the second, implemented since 2020 in relation with Covid-19 crisis, supplements the analysis of
the increase in credit risk and may lead to additional transfers to Stage 2.

Estimate of the expected credit losses

The different models used to estimate the expected credit losses may be supplemented with sectoral
adjustments that increase or decrease the amount of expected credit losses. These adjustments improve
the anticipation the cycle of defaults or recoveries in some cyclical sectors that have known peaks of default
in the past or that are particularly vulnerable to the current crisis and whose Group exposure exceeds a
threshold reviewed and fixed yearly by the Risk Division.
These sectoral adjustments are reviewed and updated on a quarterly basis by the Risk Division and
approved by General Management according to the materiality threshold.
The main sectors concerned are the commercial real-estate sector, as well as leisure, oil and gas, cruise
operators and airline sectors.
At the time when these adjustments are reviewed and where consistent with the provisioning
horizon, a quantitative analysis of the possible impact of climate risks on the determination of the
expected credit losses has been integrated.

The total sectoral adjustments thus amount to EUR 741 million as at 31 December 2022 (EUR 536 million
as at 31 December 2021). These changes stem from the implementation of specific adjustments to take
account of the impact of the commaodities supply issues resulting from the war in Ukraine and the impact of
a lasting stagflation on the most exposed sectors.

Additional criterion of transfer to Stage 2

Since 2020 and the onset of the Covid-19 crisis, to supplement the criteria for the transfer to
underperforming loans classified as Stage 2, applied at an individual level, an additional expert analysis had
been conducted on the outstanding portfolios existing at the end of this year and for which the increase in
credit risk has been deemed significant since their granting. The subsequent productions are not affected
by these provisions. As a result of this analysis, conducted half-yearly and in line with the governance set
up during the Covid-19 crisis, additional transfers have been made to Stage 2 underperforming loans for all
the outstanding loans of the sectors regarded by the Group as most affected by the Covid-19 crisis and
granted prior to the crisis. As at 31 December 2022, the remaining affected sectors are Naval, aeronautical
& railway construction, air and space transport, hotels, catering and leisure. For the loans outstanding
concerned, in addition to these transfers to Stage 2, the provision has been estimated taking account of the
sectoral adjustments (described above) that might have been applied.

These adjustments amount to EUR 17 million as at 31 December 2022 (EUR 19 million as at 31 December
2021). These movements have decreased over 2022 due to the expiry of some contracts concerned on
these sectors classified as Stage 2.

Other adjustments

Adjustments based on expert opinion have also been made to reflect the heightened credit risk on some

portfolios, when this heightened risk has not been detectable through a line-by-line analysis of the loans

outstanding:

= for the scope of entities lacking developed models for estimating the correlations between the
macroeconomic variables and the probability of default; and

= for the scopes on which models are developed and when these models cannot reflect future risk not
observed in historical records.
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These adjustments amount to EUR 796 milion as at 31 December2022 (EUR 399 million as
at 31 December 2021).

This is mainly due to the account taken of:
- the specific risk on the portfolio of offshore loans to Russian corporate customers owing to the geopolitical
situation

- risks resulting from the specific economic context, such as rising inflation and interest rates, on vulnerable
customers and the more particularly exposed portfolios, and that are not taken into account by the models.

CONSIDERATION OF THE SUPPORT MEASURES IN THE ASSESSMENT OF THE SIGNIFICANT
INCREASE IN CREDIT RISK

Despite the absence of material defaults, while most Covid-19 support measures have now come to an end,
the Group maintains a conservative provisioning policy in an uncertain environment, in particular in France
with the start of PGE repayments for customers having benefited from a two-year repayment exemption,
and in all areas with the gradual spread of the economic shock triggered by the war in Ukraine and the
context of rising interest rates and inflation.

1. OVERVIEW

The tables of this note do not lay out the IAS 39 impairment related to financial instruments of insurance
subsidiaries. This impairment is presented in the Note 4.3.

Since 2022, the measurement adopted is the accounting outstanding amounts (Balance Sheet and Off-
Balance Sheet). For the sake of rationalisation, all the quantitative information related to credit risk is
presented in this Note.

PRESENTATION OF BALANCE SHEET AND OFF-BALANCE SHEET OUTSTANDING AMOUNTS

In 2022, the Group has refined the identification of the credit-risk bearing financial assets presented in Note
4.4 and has consequently adopted a more granular presentation (Guarantee deposits paid, Other
miscellaneous receivables bearing credit risk, Clearing houses bearing credit risk). This revision also made
it possible to reduce the “Restatements: excluded items” line.

The opening limit as at 31 December 2021 has been restated with no impact on the amount of provisions
and impairments for credit risk.
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Table 3.8.A

(In EUR m) 31.12.2022  31.12.2021
Debt instruments at fair value through other comprehensive income Note 3.3 37,199 43,180
Securities at amortised cost Note 3.5 21,430 19,371
Due from banks at amortised cost Note 3.5 66,903 55,972
Due from central banks ® 204,553 177,510
Customer loans at amortised cost Note 3.5 506,529 497,164
Guarantee deposits paid Note 4.4 68,884 77,584
Others 3,895 3,756
o/w other miscellaneous receivables bearing credit risk @ Note 4.4 3,633 3,494
o/w due from clearing houses bearing credit risk Note 4.4 262 262
Net value of accounting outstanding amounts (balance sheet) 909,393 874,537
Impairment of loans at amortised cost Note 3.8 11,031 11,357
Gross value of accounting outstanding amounts (balance sheet) 920,424 885,894
Retreatments: items excluded (1,454) (1,304)
o/w insurance — Guarantee deposits paid (1,454) (1,304)
Gross value of accounting amounts (balance sheet) after retreatments 918,970 884,590
Financing commitments 216,571 192,273
Guarantee commitments 94,727 79,095
Gross value of off balance-sheet accounting amounts 311,298 271,368
Total of accounting amounts (balance-sheet and off balance-sheet) 1,230,268 1,155,958

(1) Included in line Cash, due from central banks.

(2) This amount is presented net of impairment (EUR 295 million as at 31 December 2022 - see Note 4.4)
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ASSET AT AMORTISED COST: OUTSTANDING AMOUNTS SUBJECT TO IMPAIRMENT AND PROVISIONS BY
IMPAIRMENT STAGE AND BY ACCOUNTING CATEGORY

Table 3.8.B
31.12.2022 31.12.2021

Outstanding Impairment  Outstanding Impairment
(In EUR m) amounts /provisions amounts /provisions
E:)nrﬁ;?éile?‘sgstesigifﬂlrevalue through other 37.199 8 43,180 8
Performing assets outstanding (Stage 1) 37,192 1 43,172 1
Underperforming assets outstanding (Stage 2) 1 1 1 1
Doubtful assets outstanding (Stage 3) 6 6 7 6
Financial assets at amortised cost @ 881,771 11,031 841,410 11,357
Performing assets outstanding (Stage 1) 820,736 1,042 781,316 1,148
Underperforming assets outstanding (Stage 2) 44,689 2,134 43,254 1,674
Doubtful assets outstanding (Stage 3) 16,346 7,855 16,840 8,535
o/w lease financing 29,500 896 30,508 889
Performing assets outstanding (Stage 1) 24,340 110 24,733 113
Underperforming assets outstanding (Stage 2) 3,536 169 4,294 184
Doubtful assets outstanding (Stage 3) 1,624 617 1,481 592
Financing commitments 216,571 467 192,273 427
Performing assets outstanding (Stage 1) 204,724 166 184,412 165
Underperforming assets outstanding (Stage 2) 11,564 251 7,650 231
Doubtful assets outstanding (Stage 3) 283 50 211 31
Guarantee commitments 94,727 431 79,095 461
Performing assets outstanding (Stage 1) 90,332 57 74,398 52
Underperforming assets outstanding (Stage 2) 3,716 116 3,926 82
Doubtful assets outstanding (Stage 3) 679 258 771 327
Total of accounting amounts (balance-sheet 1,230,268 11,037 1,155,958 12,253

and off balance-sheet)

(1) Including Central Banks for EUR 204,553 million as at 31 December 2022 (versus EUR 177,510 million as at
31 December 2021).
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In order to disclose its exposure to credit risk, the Group has decided to tabulate its assets outstanding and
impairment by stage of impairment of the financial assets at amortised cost by Basel category, by
geographical area, and by rating of the counterparty. Due to the absence of significant exposure to credit
risk at the closing date for assets measured at fair value through other comprehensive income as well as
for financing and guarantee commitments, this information is not presented below.

ASSETS AT AMORTISED COST: OUTSTANDING AMOUNTS AND IMPAIRMENTS BY BASEL PORTFOLIO

Table 3.8.C
31.12.2022
Assets at amortised cost Impairment

(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Sovereign 220,569 291 215 221,075 6 2 77 85
Institutions 161,666 592 53 162,311 8 2 24 34
Corporates 247,792 20,415 9,237 277,444 622 1,402 4,266 6,290

o/lw SME 42,271 7,859 5,746 55,876 226 317 1,829 2,373
Retail 190,709 23,391 6,841 220,941 406 728 3,488 4,622

o/w VSB 23,972 4,746 2,343 31,061 95 271 1,306 1,672
Others = = = = = = = =
Total 820,736 44,689 16,346 881,771 1,042 2,134 7,855 11,031
Table 3.8.D

31.12.2021
Assets at amortised cost Impairment

(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Sovereign 193,939 549 106 194,594 6 2 67 75
Institutions 131,811 541 12 132,364 10 4 12 26
Corporates 258,698 20,695 9,090 288,483 569 1,037 4,433 6,039

o/w SME 41,566 9,377 6,207 57,150 190 440 2,067 2,697
Retall 195,752 21,420 7,570 224,742 561 628 4,017 5,206

o/w VSB 23,897 4,635 2,271 30,803 124 219 1,363 1,706
Others 1,116 49 62 1,227 2 3 6 11
Total 781,316 43,254 16,840 841,410 1,148 1,674 8,535 11,357

The financial assets measured at fair value through other comprehensive income mainly correspond to cash
management for own account and to the management of the portfolio of HQLA (High Quality Liquid Assets)
securities included in the liquidity reserves. These assets mainly correspond to Sovereigns classified in
Stage 1.

The financing and guarantee commitments mainly correspond to outstanding amounts not drawn by
Corporate customers. These assets are mainly classified in Stage 1.
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ASSETS AT AMORTISED COST: OUTSTANDING AMOUNTS AND IMPAIRMENTS BY GEOGRAPHICAL ZONE

The geographic area chosen corresponds to the country of the counterparty. When this information is
unavailable, it is the country of the issuing entity that is used.

Table 3.8.E
31.12.2022

Assets at amortised cost Impairment
(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
France 442,513 26,042 8,054 476,609 480 1,166 3,240 4,886
Western European
countries (excl. 157,496 5,569 1,695 164,760 220 273 767 1,260
France)
Eastern European 51,781 6,455 1,088 59,324 144 256 640 1,040
countries EU
Eastern Europe 2,945 2,032 524 5,501 2 149 121 272
excluding EU
North America 82,014 1,479 165 83,658 21 113 43 177
Latin America and 5,757 472 319 6,548 5 11 88 104
Caribbean
Asia-Pacific 37,999 616 572 39,187 14 6 258 278
pfica and Middle 40,231 2,024 3,929 46,184 156 160 2,698 3,014
Total 820,736 44,689 16,346 881,771 1,042 2,134 7,855 11,031

Over 80% of all financing and guarantee commitments have Western Europe, North America or France as
their country of counterparty.

Table 3.8.F
31.12.2021

Assets at amortised cost Impairment
(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
France 401,258 27,315 8,082 436,655 461 961 3,585 5,007
Western European
countries (excl. 152,010 5,065 2,482 159,557 202 212 944 1,358
France)
Eastern European 49,483 4,364 1,104 54,951 132 230 646 1,008
countries EU
Eastern Europe 19,748 1,486 362 21,596 148 21 297 466
excluding EU
North America 79,582 1,463 161 81,206 22 78 49 149
Latin America and 7,573 561 195 8,329 6 13 73 92
Caribbean
Asia-Pacific 34,960 724 621 36,305 17 12 351 380
ég's‘;a and Middle 36,702 2,276 3,833 42,811 160 147 2,590 2,897
Total 781,316 43,254 16,840 841,410 1,148 1,674 8,535 11,357
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ASSET AT AMORTISED COST: OUTSTANDING AMOUNTS SUBJECT TO IMPAIRMENT AND PROVISIONS BY
RATING OF COUNTERPARTY

Classification in Stage 1 or Stage 2 does not depend on the absolute probability of default but on the
elements that make it possible to assess the significant increase in credit risk (see accounting principles),
including the relative change in the probability of default since initial recognition. Therefore, there is no direct
relationship between the counterparty rating, presented in the table below, and the classification by stage
of impairment.

Table 3.8.G
31.12.2022
Assets at amortised cost Impairment

(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

1 59,826 874 - 60,700 1 3 - 4
2 186,818 889 - 187,707 4 5 - 9
3 50,465 622 - 51,087 8 5 - 13
4 85,773 1,431 = 87,204 69 15 = 84
5 84,343 4,322 - 88,665 246 146 - 392
6 22,694 10,044 - 32,738 186 532 - 718
7 2,832 7,082 - 9,914 21 445 - 466
Default (8, 9, 10) - - 9,378 9,378 - - 4,071 4,071
Other method 327,985 19,425 6,968 354,378 507 983 3,784 5,274
Total 820,736 44,689 16,346 881,771 1,042 2,134 7,855 11,031
Table 3.8.H

31.12.2021
Outstanding amounts Impairment

(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

1 56,273 54 - 56,327 1 - - 1
2 160,207 156 - 160,363 3 1 - 4
3 40,391 175 - 40,566 8 3 - 11
4 79,668 980 - 80,648 65 8 - 73
5 80,740 4,271 - 85,011 256 86 - 342
6 22,442 9,998 - 32,440 184 446 - 630
7 3,158 7,346 - 10,504 26 474 - 500
Default (8, 9, 10) - - 9,311 9,311 - - 4,485 4,485
Other method 338,437 20,274 7,529 366,240 605 656 4,050 5,311
Total 781,316 43,254 16,840 841,410 1,148 1,674 8,535 11,357

2. IMPAIRMENT OF FINANCIAL ASSETS

BREAKDOWN
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Table 3.8.1

Amount Write- Net Write- Currency  Amount
as at backs impairment backs and scope as at
(In EUR m) 31.12.2021 Allocations  available losses used effects 31.12.2022
Financial assets at fair
value through other
comprehensive income
Impairment on performing 1 1 1) i i 1
outstanding (Stage 1)
Impairment on underperforming 1 i i i i 1
outstanding (Stage 2)
Impairment on doubtful
outstanding (Stage 3) 6 ! i ! i @ 6
Total 8 2 (1) 1 - (1) 8
Financial assets measured at i i i i i i )
amortised cost
Impairment on performing
assets outstanding (Stage 1) 1,148 770 (724) 46 (152) 1,042
Impairment on underperforming
assets outstanding (Stage 2) 1,674 1,717 (1,163) 554 (94) 2,134
Impairment on doubtful
assets outstanding (Stage 3) 8,535 3,827 (2,963) 864  (1,282) (262) 7,855
Total 11,357 6,314 (4,850) 1,464  (1,282) (508) 11,031
ofw lease financing and 889 378 (295) 83 (59) 17 896
similar agreements
Impairment on performing
assets outstanding (Stage 1) 113 %0 ®D) @ @ 110
Impairment on
underperforming assets 184 92 (96) 4) (11) 169
outstanding (Stage 2)
Impairment on doubtful 592 236 (148) 88 (59) @ 617

assets outstanding (Stage 3)
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VARIATIONS OF PROVISIONS ACCORDING TO CHANGES IN THE AMOUNT OF FINANCING AND GUARANTEE

COMMITMENTS

Due to lack of significant variations of depreciations on financial assets measured at fair value through other

comprehensive income, this information is not presented in the table below.

Table 3.8.J

Of which Of which Of which

lease lease lease

financing financing financing
(In EUR m) Stage 1 receivables Stage 2 receivables Stage 3 receivables Total
Amount as at 31.12.2021 1,148 113 1,674 184 8,535 592 11,357
Production & Acquisition @ 394 40 153 14 128 9 675
Derecognition @ (163) @) (216) 9) (1,725) (79) (2,104)
Transfer from stage 1
to stage 2 @ (55) (6) 613 36 - - 558
Transfer from stage 2
to stage 1 @ 19 3 (202) (26) - - (183)
Transfer to stage 3 ©® 9) 1) (136) (16) 941 90 796
Transfer from stage 3 © 1 - 88 2 (167) (10) (78)
Allocations & Write-backs
without stage transfer © (154) (30) 172 7 382 28 400
Currency effect 15 - 8 - 20 (5) 43
Scope effect (155) 2) (18) 1) (262) (8) (435)
Other variations 1 - 2) 2 3 - 2
Amount as at 31.12.2022 1,042 110 2,134 169 7,855 617 11,031

(1) The amounts of impairment presented in the line Production and Acquisition in Stage 2/Stage 3 could include
contracts originated in Stage 1 and reclassified in Stage 2/Stage 3 during the period.

(2) Including repayments, disposals and debt waivers.

(3) The amounts presented in the transfers include variations due to amortisation. Transfers to Stage 3 correspond to
outstanding amounts initially classified as Stage 1 which, during the period, were downgraded directly to Stage 3,
or to Stage 2 and later to Stage 3.
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BREAKDOWN OF TRANSFERS BETWEEN STAGES FOR FINANCIAL ASSETS AT AMORTISED COST AS AT

31 DECEMBER 2022

The amounts presented in the transfers below include variations due to amortisation and new drawdowns
on the contracts active during the financial year.

To describe the transfers between steps:
= The starting stage corresponds to the stage of the outstanding balance as on 31 December of the

previous year.

= The end stage corresponds to the stage of the outstanding balance at the end of the financial year (even

in the event of several changes during the financial year).

Table 3.8.K
Stock of
Stage 1 Stage 2 Stage 3 Stock of impairment
outstanding associated with
amounts transferred
Outstanding Outstanding Outstanding transferred as of outstanding
(In EUR m) amounts  Impairment amounts  Impairment amounts  Impairment December 31 amounts
Transfer from Stage 1 to
Stage 2 (19,221) (55) 15,060 613 - - 15,060 613
Transfer from Stage 2 to
Stage 1 8,244 19 (10,548) (202) - - 8,244 19
Transfer from Stage 3 to
Stage 1 265 1 - - (360) (36) 265 1
Transfer from Stage 3 to
Stage 2 - - 904 88 (1,019) (131) 904 88
Transfer from Stage 1 to
Stage 3 (2,356) 9) - - 2,438 570 2,438 570
Transfer from Stage 2 to
Stage 3 - - (2,083) (136) 1,892 371 1,892 371
Currency effect on
contracts that change 212 - 65 - 1 - 278 -

Stage
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3. CREDIT RISK PROVISIONS

BREAKDOWN
Table 3.8.L

Amount Write- Net Currency  Amount

as at backs impairment and scope as at

(In EUR m) 31.12.2021 Allocations available losses effects 31.12.2022
Financing commitments
Provisions on performing
assets outstanding (Stage 1) 165 146 (147) @ 2 e
Provisions on underperforming assets
outstanding (Stage 2) 231 173 (150) 23 ©) 25l
Provisions on doubtful
assets outstanding (Stage 3) sl 3 (85) (12) sl e
Total 427 392 (382) 10 30 467
Guarantee commitments
Provisions on performing )
assets outstanding (Stage 1) 52 54 (49) 5 o
Provisions on underperforming assets
outstanding (Stage 2) 82 8 (41) 37 ®) L
Provisions on doubtful
assets outstanding (Stage 3) 321 159 (188) (29) (40) 258
Total 461 291 (278) 13 (43) 431
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VARIATIONS OF PROVISIONS ACCORDING TO CHANGES IN THE AMOUNT OF FINANCING AND GUARANTEE

COMMITMENTS

Table 3.8.M
Provisions
On financing commitments On guarantee commitments Total

(In EUR m) Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Amount as at 31.12.2021 165 231 31 427 52 82 327 461 888
Production & Acquisition @ 69 17 11 97 19 10 21 50 147
Derecognition @ (48) (48) (14) (110) (10) (11) (75) (96) (206)
Transfer from stage 1 to stage 2 @ (16) 80 64 (5) 23 18 82
Transfer from stage 2 to stage 1 @ 3 (23) (20) 1 9) (8) (28)
Transfer to stage 3 @ (5) 21 16 - 2) 31 29 45
Transfer from stage 3 @ 1 ) 1) - 1 (11) (10) (11)
Allocations & Write-backs without stage transfer @) 9) (5) 3 (11) ) 26 (35) (11) (22)
Currency effect 2 3 5 - 1 6 7 12
Scope effect (1) 2 (7) (10) (10)
Other variations 3 ®3) 1 1 1
Amount as at 31.12.2022 166 251 50 467 57 116 258 431 898

(1) The amounts of impairment presented in the Production and Acquisition line in Stage 2/Stage 3 may include
originated contracts in Stage 1 reclassified in Stage 2/Stage 3 during the period.

(2) Including repayments, disposals and debt waivers.

(3) The amounts presented in transfers include variations due to amortisation. Transfers to Stage 3 correspond to
outstanding amounts initially classified as Stage 1 which, during the period, were downgraded directly to Stage 3,

or to Stage 2 and later to Stage 3.
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BREAKDOWN OF TRANSFERS BETWEEN STAGES FOR OFF-BALANCE SHEET COMMITMENTS AS AT

31 DECEMBER 2022

The amounts presented in the transfers hereinafter include the variations due to amortisation and new
drawdowns on the contracts active during the financial year.

To describe the transfers between steps:
= The starting stage corresponds to the stage of the outstanding balance as on 31 December of the

previous year.

= The end stage corresponds to the stage of the outstanding balance at the end of the financial year (even
in the event of several changes during the financial year).

Table 3.8.N
Financing commitments
Stage 1 Stage 2 Stage 3 Total of
transferred
Outstanding Outstanding Outstanding outstanding
amounts subject amounts subject amounts subject amounts Total impact of
to impairment and to impairment and to impairment and subject to transfers on
(In EUR m) provisions _ Provisions provisions Provisions provisions Provisions impairment provisions
Transfer from Stage 1 to -
Stage 2 (2,707) (16) 2,216 80 2,216 80
Transfer from Stage 2 to
Stage 1 839 3 (1,464) (23) - 839 3
Transfer from Stage 3 to
Stage 1 S a4 @ ¥ °
Transfer from Stage 3 to
Stage 2 - 27 1 (21) (1) 27 1
Transfer from Stage 1 to
Stage 3 (94) 73 4 73 4
Transfer from Stage 2 to
Stage 3 - (113) (5) 67 17 67 17
Currency effect on
contracts that change 44 39 - 83 -
Stage
Table 3.8.0
Guarantee commitments
Stage 1 Stage 2 Stage 3 Total of
transferred
Outstanding Outstanding Outstanding outstanding
amounts subject amounts subject amounts subject amounts Total impact of
to impairment and to impairment and to impairment and subject to transfers on
(In EUR m) provisions _ Provisions provisions  Provisions provisions  Provisions impairment provisions
Transfer from Stage 1 to
Stage 2 (1,632) (5) 1,287 23 - 1,287 23
Transfer from Stage 2 to
Stage 1 428 1 (602) 9) - 428 1
Transfer from Stage 3 to
Stage 1 7 ® @ v °
Transfer from Stage 3 to
Stage 2 - 57 1 (50) (10) 57 1
Transfer from Stage 1 to
Stage 3 (107) 76 14 76 14
Transfer from Stage 2 to
Stage 3 - (116) 2) 106 17 106 17
Currency effect on
contracts that change 23 6 1 - 30 -

Stage
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4. QUALITATIVE INFORMATION OF CHANGES IN IMPAIRMENT/PROVISIONS ON CREDIT RISK

The variations in credit risk impairment and provisions since 31 December 2021 are mainly linked to:

= The transfer to covered losses of Stage 3 loans for EUR 1.3 billion included in the Derecognition item.
This is in line with the Group strategy regarding the monitoring of non-performing loans (NPL),
through write-offs and sales of its portfolios of defaulted exposures.

Uncovered losses amount to EUR 318 million.

= The transfer of EUR 4.7 billion of outstanding loans to Stage 3 as a result of the defaults observed.
This transfer resulted in an increase in impairment and provisions of EUR 841 million mainly including:

— 13 % on the offshore portfolios of Russian customers;
— 87 % on the other portfolios.
Particularly, this variation concerns:

— EUR 2.6 billion of outstanding amounts for which the impairment and provisions amount to
EUR 586 million as at 31 December 2022. These contracts were in Stage 1 as at 31 December 2021,

— EUR 2.1 billion of outstanding amounts for which the impairment and provisions amount to
EUR 404 million as at 31 December 2022. These contracts were in Stage 2 as at 31 December 2021.

= The transfer of loans to Stage 2 due to downgraded ratings, transfer to “sensitive” or 30 days overdue
for EUR 18.6 billion. This transfer was linked in particular to the economic environment affected by
geopolitical tensions linked to the war in Ukraine and high economic uncertainties. It resulted in a
EUR 639 million increase in impairment and provisions including:

— 24 % on the offshore portfolios of Russian customers;
— 76 % on the other portfolios.

= The sale of Rosbank and the insurance subsidiaries in Russia (see Note 2.1) resulted, excluding
currency effect (EUR 48 million in the Currency effect item), a EUR 445 million decrease in impairment
and provisions, included in the Scope item.

5. COST OF RISK

ACCOUNTING PRINCIPLES

Cost of risk only includes net reversals of impairments and loss allowances for credit risk, losses on
irrecoverable loans and amounts recovered on amortised receivables.

The Group proceed to a write off by recognising a loss on the bad loan and a reversal of impairment in Cost
of risk when a debt is forgiven or when there are no longer any hopes of future recovery. The lack of future
hopes of recovery is documented when a certificate issued as proof that the debt is uncollectible is delivered
by the relevant authority or when strong circumstantial evidences are identified (years in default, provisions
at 100%, lack of recent recoveries, specificities of the case).

However, a write-off in accounting terms does not imply debt forgiveness in the legal sense as recovery
actions on cash due by the counterparty are pursued particularly if the latter's fortune improve. In case of
recoveries on an exposure previously written-off, such recoveries are recognised as Amounts recovered on
irrecovrables loans on the year of collection.
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Table 3.8.P

(In EUR m) 2022 2021
Net allocation to impairment losses (1,465) (633)
On financial assets at fair value through other comprehensive income 1) 1
On financial assets at amortised cost (1,464) (634)
Net allocations to provisions (23) 9
On financing commitments (10) 44
On guarantee commitments (13) (35)
Losses not covered on irrecoverable loans (318) (193)
Amounts recovered on irrecoverable loans 132 137
Effect from guarantee not taken into account for the calculation of impairment 27 (20)
Total (1,647) (700)
o/w cost of risk on sound outstanding classified in Stage 1 (59) (100)
o/w cost of risk on doubtful loans classified in Stage 2 (618) 350
o/w cost of risk on doubtful loans classified in Stage 3 (970) (950)
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NOTE 3.9 - COMMITMENTS AND ASSETS PLEDGED AND RECEIVED AS
SECURITIES

ACCOUNTING PRINCIPLES

LOAN COMMITMENTS

The nominal amount of loan commitments is detailed in the table below. Loan commitments that are not
considered as financial derivatives or that are not measured at fair value through profit or loss for trading
purpose are initially recognised at fair value int the balance sheet. Thereafter, they are provisioned as
necessary in accordance with the accounting principles for impairment and provisions (see Note 3.8).

GUARANTEE COMMITMENTS

The nominal amount of guarantee commitments is detailed in the table hereafter. When considered as non-
derivative financial instruments, the financial guarantees issued by the Group are initially recognised in the
balance sheet at fair value. Thereafter, they are measured at either the amount of the obligation or the
amount initially recognised (whichever is higher) less, when appropriate, the cumulative amortisation of a
guarantee commission. Where there is objective evidence of impairment, a provision for financial
guarantees given is recognised on the liabilities side of the balance sheet (see Note 3.8).

SECURITIES COMMITMENTS

Securities bought and sold, which are booked to Financial assets at fair value through profit or loss, Financial
assets at fair value through other comprehensive income and Financial assets at amortised cost are
recognised on the balance sheet at the settlement-delivery date. Between the trade date and the settlement-
delivery date, securities receivable or deliverable are not recognised on the balance sheet. Changes in the
fair value of the securities measured at fair value through profit or loss and the securities measured at fair
value through other comprehensive income between the trade date and the settlement-delivery date are
booked to profit or loss or to equity, depending on the accounting classification of the securities in question.

ASSETS PLEDGED AS AND RECEIVED AS COLLATERAL

The financial assets pledged as collateral are carried in the balance sheet whenever the Group has not
transferred to the recipients of collateral the contractual rights to receive asset cash flows or substantially
all the risks inherent to their ownership.

Likewise, the Group does not recognise on its balance sheet the assets received as collateral if the
contractual rights to receive these asset cash flows and substantially all the risks and rewards inherent to
their ownership have not been transferred to it.
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1. COMMITMENTS

COMMITMENTS GRANTED

Table 3.9.A

(In EUR m) 31.12.2022 31.12.2021

Loan commitments

To banks 84,882 60,870

To customers 228,036 200,224
Issuance facilities 83 83
Confirmed credit lines 202,401 185,065
Others 25,552 15,076

Guarantee commitments

On behalf of banks 6,598 5,279

On behalf of customers @ 88,779 74,433

Securities commitments

Securities to be delivered 38,200 32,999

Acquisition of tangible assets commitments

Purchase of vehicles and underlying assets subject to an operating lease 6,344 4,682

(1) Including capital and performance guarantees given to the holders of UCITS managed by entities of the Group.

COMMITMENTS RECEIVED

Table 3.9.B

(In EUR m) 31.12.2022 31.12.2021
Loan commitments

From banks 86,440 69,878
Guarantee commitments

From banks 127,233 121,852
Other commitments @ 178,486 161,679
Securities commitments

Securities to be received 38,452 35,391

(1) These commitments include the guarantee granted by French government related to the State Guaranteed Loans

(see Note 1.6).
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2. FINANCIAL ASSETS PLEDGED AND RECEIVED AS SECURITY

FINANCIAL ASSETS PLEDGED

Table 3.9.C

(In EUR m) 31.12.2022 31.12.2021
Book value of assets pledged as security for liabilities ¢ 357,694 331,262
Book value of assets pledged as security for transactions in financial instruments @ 85,671 85,822
Book value of assets pledged as security for off-balance sheet commitments 3,709 2,715
Total 447,074 419,799

(1) Assets pledged as security for liabilities mainly include loans given as guarantees for liabilities (guarantees notably
provided to the central banks).

(2) Assets pledged as security for transactions in financial instruments mainly include security deposit.

FINANCIAL ASSETS RECEIVED AS SECURITY AND AVAILABLE FOR THE ENTITY

Table 3.9.D
(In EUR m) 31.12.2022 31.12.2021
Fair value of securities purchased under resale agreements 150,615 100,327

The Group generally purchases securities under resale agreements under normal market terms and
conditions. It may re-use the securities received under resale agreement by selling them outright, selling
them under repurchase agreements or pledging them as security, provided that it returns these or equivalent
securities to the counterparty to the resale agreement at its term. Securities purchased under resale
agreements are not recognised on the balance sheet. Their fair value, as shown above, includes securities
sold or pledged as collateral.
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NOTE 3.10 - TRANSFERRED FINANCIAL ASSETS

ACCOUNTING PRINCIPLES

Transferred financial assets that are not derecognised include securities lending transactions and
repurchase agreements as well as certain loans transferred to consolidated securitisation vehicles.

The tables below show securities lending and repurchase agreements that only concern securities
recognised on the asset side of the balance sheet.

Securities involved in a repurchase agreement or securities lending transaction are held in their original
position on the asset side of the Group’s balance sheet. For repurchase agreements, the obligation to return
the amounts deposited is recorded under Liabilities on the liabilities side of the balance sheet, with the
exception of the transactions initiated under trading activities, which are recorded under Financial liabilities
at fair value through profit or loss.

Securities involved in a reverse repurchase agreement or a securities borrowing transaction are not
recorded in the Group’s balance sheet. For securities received under a reverse repurchase agreement, the
right to recover the amounts delivered by the Group is recorded under Customer Loans and receivables or
Due from banks on the asset side of the balance sheet, with the exception of transactions initiated under
trading activities which are recorded under Financial assets at fair value through profit or loss. If the
borrowed securities are subsequently sold, a debt representing the return of these securities to their lender
is recorded on the liabilities side of the Group’s balance sheet, under Financial liabilities at fair value through
profit or loss.

Securities lending and securities borrowing transactions that are fully matched by cash are assimilated to
repurchase and reverse repurchase agreements and are recorded and recognised as such in the balance
sheet.

With securities lending and repurchase agreements, the Group remains exposed to issuer default
(credit risk) and to increases or decreases in the value of securities value (market risk). The underlying
securities cannot simultaneously be used as collateral in other transactions.

1. TRANSFERRED FINANCIAL ASSETS NOT DERECOGNISED

REPURCHASE AGREEMENTS

Table 3.10.A
31.12.2022 31.12.2021

Carrying Carrying Carrying Carrying
amount of amount of amount of amount of
transferred associated transferred associated
(In EUR m) assets liabilities assets liabilities
Securities at fair value through profit or loss 14,992 11,876 18,705 15,304
Securities at'falr' value through other 11,355 9,090 11,251 9,062

comprehensive income
Securities at amortised cost 249 239 - -
Total 26,596 21,205 29,956 24,366
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SECURITIES LENDING

Table 3.10.B
31.12.2022 31.12.2021

Carrying Carrying Carrying Carrying
amount of amount of amount of amount of
transferred associated transferred associated
(In EUR m) assets liabilities assets liabilities
Securities at fair value through profit or loss 12,455 - 14,373 -
Securities at fair value through other 249 ) 241 )

comprehensive income
Securities at amortised cost 8 - 8 -
Total 12,712 - 14,622 -

SECURITISATION ASSETS FOR WHICH THE COUNTERPARTIES TO THE ASSOCIATED LIABILITIES HAVE

RECOURSE ONLY TO THE TRANSFERRED ASSETS

Table 3.10.C

(In EUR m) 31.12.2022 31.12.2021
Customers loans

Carrying amount of transferred assets 4,613 5,461
Carrying amount of associated liabilities 4,188 4,977
Fair value of transferred assets (A) 4,750 5,628
Fair value of associated liabilities (B) 4,188 4,991
Net position (A)-(B) 562 637

The Group remains exposed to the majority of the risks and rewards associated with these receivables;
furthermore, these receivables may not be used as collateral or sold outright as part of another transaction.

2. TRANSFERRED FINANCIAL ASSETS PARTIALLY OR FULLY DERECOGNISED

As at 31 December 2022, the Group carried out no material transactions resulting in the partial or full

derecognition of financial assets leaving the Group with a continuing involvement in said assets.
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NOTE 3.11 - OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

ACCOUNTING PRINCIPLES

A financial asset and a financial liability are offset and the net amount presented on the balance sheet when
the Group has a legally enforceable right to set off the recognised amounts and intends either to settle the
asset and liability on a net basis, or to realise the asset and settle the liability simultaneously. The legal right
to set off the recognised amounts must be enforceable in all circumstances, in both the normal course of
business and in the event of default of one of the counterparties. In this respect, the Group recognises in its
balance sheet the net amount of derivative financial instruments traded with certain clearing houses where
they achieve net settlement through a daily cash margining process, or where their gross settlement system
has features that eliminate or result in insignificant credit and liquidity risk, and that process receivables and
payables in a single settlement process or cycle.

The following tables present the amounts of financial assets and financial liabilities set off on the Group’s
consolidated balance sheet. The gross outstanding amounts of these financial assets and financial liabilities
are matched with the consolidated outstanding amounts presented in the balance sheet (net balance sheet
amounts), after indicating the amounts set off on the balance sheet for these various instruments
(amounts offset) and aggregating them with the outstanding amounts of other financial assets and financial
liabilities not subject to a Master Netting Agreement or similar agreement (amounts of assets and liabilities
not eligible for offsetting).

These tables also indicate the amounts which may be offset, as they are subject to a Master Netting
Agreement or similar agreement, but whose characteristics make them ineligible for offsetting in the
consolidated financial statements under IFRS. This information is provided in comparison with the
accounting treatment applied under US GAAP. This affects in particular financial instruments that may only
be offset in the event of the default, insolvency or bankruptcy of one of the counterparties, as well as
instruments pledged by cash or securities collateral. These mainly include over-the-counter interest rate
options, interest rate swaps and securities purchased/sold under resale/repurchase agreements.

Net positions resulting from these various offsettings are not intended to represent the Group’s actual
exposure to counterparty risk through these financial instruments, insofar as counterparty risk management
uses other risk mitigation strategies in addition to netting and collateral agreements.

1. AT 31 DECEMBER 2022

ASSETS
Table 3.11.A
Impact of offsetting on Impact of Master Netting Agreements
the balance sheet (MNA) and similar agreements @)
Net Financial
amount instruments
Amount of presented recognised Financial
assets not on the in the Cash instruments
subject to Gross Amount balance balance collateral received as Net
(In EUR m) offsetting amount offset sheet sheet received collateral amount
Derivative financial instruments
(see Notes 3.1 and 3.2) 11,397 192,172 (94,785) 108,784 (70,657) (9,292) - 28,835
Securities lent 3,951 8,809 - 12,760 (6,996) (39) - 5,725
Securities purchased under resale
agreements (see Notes 3.1 and 3.5) 50,098 200,497 (99,980) 150,615 (7,927) (1,634) (61,768) 79,286
Guarantee deposits pledged 54,730 14,154 ; 68,884 - (14,154) ; 54,730
(see Note 4.4)
Other assets not subject to offsetting 1,145,775 - - 1,145,775 - - - 1,145,775
Total 1,265,951 415,632  (194,765) 1,486,818 (85,580) (25,119) (61,768) 1,314,351
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LIABILITIES

Table 3.11.B
Impact of offsetting on Impact of Master Netting Agreements
the balance sheet (MNA) and similar agreements @)
Net Financial
Amount of amount instruments
liabilities presented recognised Financial
not subject on the in the Cash instruments
to Gross Amount balance balance collateral pledged as Net
(In EUR m) offsetting amount offset sheet sheet pledged collateral amount
Derivative financial instruments
(see Notes 3.1 and 3.2) 14,778 198,239 (94,785) 118,232 (70,657) (14,154) - 33,421
Amount payable on borrowed securities 32,235 18,866 } 51,101 (6,996) : : 44,105
(see Note 3.1)
Securities sold under repurchase
agreements (see Notes 3.1 and 3.6) 43,652 170,222 (99,980) 113,894 (7,927) - (51,400) 54,567
Guarantee deposits received 63,341 10,965 - 74,306 - (10,965) - 63341
(see Note 4.4)
Other liabilities not subject to offsetting 1,056,503 - - 1,056,503 - - - 1,056,503
Total 1,210,509 398,292  (194,765) 1,414,036 (85,580) (25,119) (51,400) 1,251,937

(1) Fair value of financial instruments and collateral, capped at the net book value of the balance

as to avoid any over-collateralisation effect.

2. AT 31 DECEMBER 2021

sheet exposure, so

ASSETS
Table 3.11.C
Impact of offsetting on Impact of Master Netting Agreements
the balance sheet (MNA) and similar agreements
Net Financial
amount instruments
Amount of presented recognised Financial
assets not on the in the Cash instruments
subject to Gross Amount balance balance collateral received as Net
(In EUR m) offsetting amount offset sheet sheet received collateral amount
Derivative financial instruments
(see Notes 3.1 and 3.2) 17,748 176,550 (80,704) 113,594 (70,403) (13,415) (129) 29,647
Securities lent 7,210 7,413 - 14,623 (6,266) - - 8,357
Securities purchased under resale
agreements (see Notes 3.1 and 3.5) 27,841 168,315 (95,828) 100,328 (9,925) (511) (38,360) 51,532
Guarantee deposits pledged 63074 14510 - 77584 - (14510) - 63074
(see Note 4.4)
Other assets not subject to offsetting 1,158,320 - - 1,158,320 - - - 1,158,320
Total 1,274,193 366,788  (176,532) 1,464,449 (86,594) (28,436) (38,489) 1,310,930
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LIABILITIES

Table 3.11.D
Impact of offsetting on Impact of Master Netting Agreements
the balance sheet (MNA) and similar agreements @)
Financial
instruments
Amount of recognised Financial
assets not in the Cash instruments
subject to Gross balance collateral pledged as Net
(In EUR m) offsetting amount sheet pledged collateral amount
Derivative financial instrument
(see Notes 3.1 and 3.2) 22,503 175,233 (70,404) (14,510) - 32,118
Amount payable on borrowed securities 28,647 17,174 (6,266) : : 39,555
(see Note 3.1)
Securities sold under repurchase 27.794 162.950 (9.925) : (35,158) 49.833
agreements (see Notes 3.1 and 3.6) ! ! ! ! '
Guarantee deposits received : :
(see Note 4.4) 58,742 13,926 (13,926) 58,742
Other liabilities not subject to offsetting 1,063,149 - - - - 1,063,149
Total 1,200,835 369,283 (86,595) (28,436) (35,158) 1,243,397

(1) Fair value of financial instruments and collateral, capped at the net book value of the balance sheet exposure, so
as to avoid any over-collateralisation effect.
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NOTE 3.12 - CONTRACTUAL MATURITIES OF FINANCIAL LIABILITIES

Table 3.12.A

Upto 3 months 1to Morethan 31.12.2022
(In EUR m) 3 months  to 1year 5 Years 5 years
Due to central banks 8,361 - - - 8,361
llggsnual liabilities at fair value through profit or 197,843 29,651 39,005 34,119 300,618
Due to banks 49,803 39,639 42,213 1,333 132,988
Customer deposits 475,608 27,233 23,101 4,822 530,764
Debt securities issued 34,158 24,030 46,583 28,405 133,176
Subordinated debts 3 - 6,062 9,881 15,946
Other liabilities 100,859 1,969 2,864 1,861 107,553
Total liabilities 866,635 122,522 159,828 80,421 1,229,406
Loan commitments granted and others @ 139,147 44,876 110,979 24,260 319,262
Guarantee commitments granted 44,414 23,233 14,540 13,190 95,377
Total commitments granted 183,561 68,109 125,519 37,450 414,639

(1) This line includes commitments relating to the purchase of vehicles and underlying equipment subject to an

operating lease.

The flows presented in this note are based on contractual maturities. However, for certain elements of the

balance sheet, assumptions could be applied.

When there are no contractual terms, as well as for trading financial instruments (e.g.: derivatives),

maturities are presented in the first column (up to 3 months).

The guarantee commitments given are scheduled on the basis of the best possible estimate of disposal; if
not available, they are presented in the first column (up to 3 months).
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NOTE 4 - OTHER ACTIVITIES

NOTE 4.1 - FEE INCOME AND EXPENSE

ACCOUNTING PRINCIPLES

Fee income and Fee expense combine fees on services rendered and received, as well as fees on
commitments, that cannot be assimilated to interest. Fees that can be assimilated to interest are integrated
into the effective interest rate on the associated financial instrument and are recorded under Interest and
similar income and Interest and similar expense (see Note 3.7).

Transactions with customers include the fees from retail customers from the Group retail banking activities
(in particular credit card fees, account management fees or application fees outside the effective interest
rate).

Sundry services provided include the fees from customers from the other Group activities (in particular,
interchange fees, funds management fees or fees on insurance products sold within the network).

The Group recognises fee income or expense for an amount equivalent to the remuneration for the service
provided and depending on the progress transferring control of these services:

= fees for ongoing services, such as some payment services, custody fees, or digital service subscriptions
are recognised as income over the life of the service;

= fees for one-off services, such as fund activity, finder’s fees received, arbitrage fees, or penalties on
payment incidents are recognised as income when the service is provided.

The amount equivalent to the remuneration for the service provided is composed of fixed and variable
contractual compensation, less any payments due to customers (for example, in case of promotional offers).
The variable compensation (for example, discounts based on the provided services volume over a period
of time or fees payable subject to the achievement of a performance target, etc.) are included in the amount
equivalent to the remuneration for the service provided if and only if this compensation is highly probable
not to be subsequently reduced significantly.

The possible mismatch between the payment date of the service provided and the date of execution of the
service gives assets and liabilities depending on the type of contract and mismatch which are recognised
under Other Assets and Other Liabilities (see Note 4.4):

= customer contracts generate trade receivables, accrued income or prepaid income;
= supplier contracts generate trade payables, accrued expenses or prepaid expenses.

In syndication deals, the effective interest rate for the share of the issuance retained on the Group’s balance
sheet is comparable to that applied to the other members of the syndicate including, when needed, a share
of the underwriting fees and participation fees; the balance of these fees for services rendered is then
recorded under Fee income at the end of the syndication period. Arrangement fees are recorded as income
when the placement is legally complete.
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Table 4.1.A

2022 2021

(In EUR m) Income Expense Net Income Expense Net

Transactions with banks 133 (110) 23 161 (107) 54
Transactions with customers 3,100 3,100 3,028 3,028
Financial instruments operations 2,475 (2,432) 43 2,288 (2,379) (91)
Securities transactions 495 (991) (496) 532 (1,105) (573)
Primary market transactions 162 162 213 213
;Zrt?lz%eiﬁghange transactions and derivatives 1,818 (1,441) 377 1,543 (1,274) 269
Loan and guarantee commitments 974 (424) 550 894 (261) 633
Various services 2,653 (1,195) 1,458 2,791 (1,095) 1,696
Asset management fees 329 329 659 659
Means of payment fees 1,072 1,072 921 921
Insurance product fees 200 200 256 256
Underwriting fees of UCITS 75 75 93 93
Other fees 977 (1,195) (218) 862 (1,095) (233)
Total 9,335 (4,161) 5,174 9,162 (3,842) 5,320
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NOTE 4.2 - INCOME AND EXPENSE FROM OTHER ACTIVITIES

ACCOUNTING PRINCIPLES

LEASING ACTIVITIES

Leases granted by the Group which do not transfer to the lessee virtually all the risks and benefits associated
with ownership of the leased asset are classified as operating leases.

Assets held under operating leases, including investment property, are recorded on the balance sheet under
Tangible and intangible fixed assets at their acquisition cost, less depreciation and impairment
(see Note 8.4). Leased assets are depreciated, excluding residual value, over the life of the lease; the latter
corresponds to the non-cancellable lease term adjusted for any option to extend the contract that the lessee
is reasonably certain to exercise and any early termination options that the lessee is reasonably certain not
to exercise (see Note 8.4).

Lease payments are recognised as income according to the straight-line method over the term of the lease.
Meanwhile, the purpose of the accounting treatment of the income from invoices for maintenance services
related to operating leases is to reflect, over the term of the service agreement, a constant margin between
this income and the expenses incurred in providing the service.

Income and expenses, and capital gains or losses on investment properties and leased assets, as well as
income and expense on maintenance services related to operating lease activities, are recorded under
Income and expenses from other activities on the Real estate leasing and Equipment leasing lines.

These lines also include the losses incurred in the event of a decline in the unguaranteed residual value of
finance-lease transactions, and the capital gains or losses on disposal related to unleased assets once the
lease finance agreements are terminated.

The leases granted by the Group entities may include the maintenance service of the leased equipment.
In this case, the portion of rentals corresponding to this maintenance service is spread over the duration of
the service (generally the lease contract duration) and, when necessary, considers the progress of the
service provided when it is not linear.

REAL ESTATE DEVELOPMENT ACTIVITIES

As the sale of real estate off plan (housing, office property, retail areas, etc.) is an ongoing service,
the margin of this activity is progressively recognised over the construction programme’s duration until the
delivery date to the customer. It is recognised under income when this margin is positive and under
expenses when this margin is negative.

The margin recognised at each closing period reflects the programme’s estimated margin forecast and its
stage of completion at the end of the period which depends on the progress in terms of marketing and the
project.

Table 4.2.A
2022 2021

(In EUR m) Income Expense Net Income Expense Net
Real estate development 69 - 69 79 - 79
Real estate leasing 34 (130) (96) 40 (56) (16)
Equipment leasing @ 12,490 (9,466) 3,024 11,630 (9,532) 2,098
Other activities 628 (928) (300) 488 (850) (362)
Total 13,221 (10,524) 2,697 12,237 (10,438) 1,799

(1) The amount recorded under this heading is mainly due to income and expenses related to long-term leasing and
car fleet management businesses. Most of the Group’s long-term lease agreements are 36-month to 48-month
leases.

114



NOTE 4.3 - INSURANCE ACTIVITIES

DEFERRED APPLICATION OF IFRS 9 BY INSURANCE SUBSIDIARIES

The amendments to IFRS 17 and IFRS 4 published by IASB on 25 June 2020 as well as the regulation (EU)
2020/2097 published by the European commission on 15 December 2020 allow financial conglomerates
falling within the scope of Directive 2002/87/EC to defer until 1 January 2023 the implementation of IFRS 9
by their entities belonging to the insurance sector.

The Group has therefore maintained the decision that all its insurance subsidiaries will defer the effective
date of IFRS 9 and will continue to apply IAS 39 as adopted by the European Union.

The Group maintained the necessary arrangements to forbid all transfers of financial instruments between
its insurance sector and any other sector in the Group that would lead to a derecognition of the instrument
by the seller, except for transfers of financial instruments measured at fair value through profit or loss by
both sectors involved in such transfers.

In accordance with the ANC recommendation of 2 June 2017 related to the consolidated statements of
banking institutions with the international accounting standards, separate lines in the consolidated financial
statements for clarification purposes: Investments of insurance activities under balance sheet assets,
Insurance contracts related liabilities under balance sheet liabilities and Net income from insurance activities
under Net banking income in the income statement.

The main subsidiaries concerned are Sogécap, Antarius, Sogelife, Oradea Vie, Komercni Pojistovha A.S.
and Sogessur.

1. INSURANCE CONTRACTS RELATED LIABILITIES

ACCOUNTING PRINCIPLES

Underwriting reserves correspond to the commitments of insurance companies with respect to policyholders
and the beneficiaries of policies.

In accordance with IFRS 4 on insurance contracts, life and non-life underwriting reserves continue to be
measured under the same local regulations, with the exception of certain prudential provisions that are
cancelled (liquidity risk provision) or recalculated economically (mainly, overall management reserve).

Risks covered by non-life insurance policies are principally linked to home, car and accident protection
guarantees. Underwriting reserves comprise reserves for unearned premiums (share of premium income
relating to subsequent financial years) and for outstanding claims.

Risks covered by life insurance policies are principally death, invalidity and incapacity for work. Life
insurance underwriting reserves mainly comprise actuarial reserves, which correspond to the difference
between the present value of commitments falling to the insurer and those falling to the policyholder, and
the reserve for claims incurred but not settled.
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In saving-life insurance products:

= Underwriting reserves of saving-life insurance contracts invested in EUR-denominated policies with profit
sharing clauses consist primarily of mathematical provisions and provisions for profit-sharing;

= Underwriting reserves of saving-life insurance contracts invested in unit-linked policies or with a
significant insurance clause (mortality, invalidity, etc.) are measured at the inventory date according to
the realisation value of the assets underlying these contracts.

Under the principles defined in IFRS 4, and in compliance with local regulations applicable with respect
thereto, life insurance policies with discretionary profit-sharing features are subject to “mirror accounting”,
whereby any changes in the value of financial assets liable to affect policyholders are recorded in Deferred
profit-sharing. This reserve is calculated to reflect the potential rights of policyholders to unrealised gains on
financial instruments measured at fair value or their potential share of unrealised losses.

To demonstrate the recoverability of the deferred profit-sharing asset in the event of an unrealised net loss,
two approaches are verified by the Group in order to show that the liquidity requirements caused by an
unfavourable economic environment would not require assets to be sold in the event of unrealised losses:

= the first approach consists in simulating deterministic (“standardised” or extreme) stress scenarios. This
is used to show that in these scenarios no significant losses would be realised on the assets existing at
the balance sheet date for the scenarios tested;

= the aim of the second approach is to ensure that in the long or medium term, the sale of assets to meet
liquidity needs would not generate any significant losses. The approach is verified considering
projections based on extreme scenarios.

Moreover, a Liability Adequacy Test (LAT) is also carried out quarterly at the level of each consolidated
entities operating in the insurance. This test involves comparing the carrying amount of insurance liabilities
with the average economic value using a stochastic model of future cash flows. This test takes into account
all of the future cash flows from policies, including benefits, management charges, fees, policy options and
guarantees related to the contracts; It does not include future premiums. If the test concludes that the book
value is insufficient, the value of insurance liabilities will be adjusted with a corresponding entry in the income
statement.

CLASSIFICATION OF FINANCIAL LIABILITIES

At initial recognition, financial liabilities resulting from the Group’s insurance activities are classified in the
following accounting categories:

= financial liabilities measured at fair value through profit or loss: these are derivative financial liabilities;

= financial liabilities measured at fair value option through profit or loss: these are non-derivative financial
liabilities that were initially designated by the Group to be measured at fair value through profit or loss
(using the option). These include investment contracts without both discretionary profit-sharing clauses
and insurance component, that do not meet the definition of an insurance contract under IFRS 4 (unit-
linked insurance contracts only) and are thus governed by IAS 39.
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BREAKDOWN

Table 4.3.A
(In EUR m) 31.12.2022 31.12.2021
Underwriting reserves of insurance companies 138,140 151,148
Financial liabilities of insurance companies 3,548 4,140
Financial liabilities at fair value through profit or loss 579 520
Financial liabilities at fair value through profit or loss (fair value option) 2,969 3,620
Total 141,688 155,288
UNDERWRITING RESERVES OF INSURANCE COMPANIES
Table 4.3.B
(In EUR m) 31.12.2022 31.12.2021
Life insurance underwriting reserves for unit-linked policies 42,850 44,138
Other life insurance underwriting reserves 93,134 94,280
Non-life insurance underwriting reserves 2,147 2,020
Deferred profit-sharing booked in liabilities 9 10,710
Total 138,140 151,148
Attributable to reinsurers (681) (776)
Deferred profit-sharing booked in assets (1,175) -
Underwriting reserves of insurance net of the share attributable to reinsurers 136,284 150,372

(1) In accordance with the CNC Recommendation of 19 December 2008, a recoverability test was carried out on the
provisions for deferred profit-sharing booked as assets, to verify that the deduction of this amount from the future
profit-sharing of policyholders is highly probable. The accounting method used to determine the deferred profit-
sharing booked as assets takes into account the fair value of the assets compared to their historical value.
The recoverability test uses cash flow forecasts relying on different economic scenarios based on historical
collection and repurchases; this test is conclusive, as the results achieved do not call for the sale of assets with an
unrealised loss. Secondly, cash flows projections were carried out based on a scenario in a deteriorated
environment in terms of turnover, market conditions and exit rate. Thus, in a scenario of a rate increase (immediate
and maintained over the projection horizon) and a fall in turnover of up to more than 50%, the sales of assets
necessary to meet liquidity needs on the projection horizon do not generate capital losses based on the inventory

situation.
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STATEMENT OF CHANGES IN UNDERWRITING RESERVES EXCLUDING DEFERRED PROFIT SHARING

Table 4.3.C
Lifeinsurance

underwriting Other life Non-life
reserves for insurance insurance
unit-linked underwriting  underwriting
(In EUR m) policies reserves reserves
Reserves as at 1 January 2022 44,138 94,280 2,020
Net allocation to insurance reserves 1,600 (2,576) 172
Revaluation of unit-linked policies (4,702) - -
Charges deducted from unit-linked policies (284) - -
Transfers and allocation adjustments 821 (821) -
New customers 958 444 -
Profit-sharing 268 1,479 -
Others 51 328 (45)
Reserves as at 31 December 2022 42,850 93,134 2,147

In accordance with IFRS 4 and Group accounting standards, the Liability Adequacy Test (LAT) was
performed as at 31 December 2022. This test assesses whether recognised insurance liabilities are
adequate, using current estimates of future cash flows under insurance policies. The result of the test as at
31 December 2022 does not show any insufficiency of technical liabilities.

UNDERWRITING RESERVES OF INSURANCE COMPANIES BY REMAINING MATURITY

Table 4.3.D

Up to 3 months 1to Morethan 31 122022
(In EUR m) 3 months  to 1year 5years 5years
Underwriting reserves of insurance companies 4,643 9,836 38,758 84,903 138,140

2. INVESTMENTS OF INSURANCE ACTIVITIES

ACCOUNTING PRINCIPLES

CLASSIFICATION OF FINANCIAL INSTRUMENTS

When initially recognised, financial assets from Group insurance activities are classified into one of the
following four categories:

financial assets at fair value through profit or loss: these are financial assets held for trading purposes
(see definition in Note 3.1), which by default include derivative financial assets not qualifying as hedging
instruments and non-derivative financial assets designated by the insurance entity upon initial
recognition to be carried at fair value through profit or loss (using the option). In particular, insurance
entities measure at fair value using the option the financial assets representing unit-linked contracts in
order to eliminate the accounting mismatch with the related insurance liabilities, as well as interests in
UCITS over which a significant influence exists;

available-for-sale financial assets: these are non-derivative financial assets held for an indeterminate
period, which the insurance entity may sell at any time. By default, they are any assets that do not fall
into one of the one of the other categories. These instruments are measured at fair value against
Unrealised or deferred gains and losses. Interests accrued or paid on debt securities are recognised in
profit or loss using the effective interest rate method while dividend income earned on equity securities
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is recorded under Net gains and losses on available-for-sale financial assets. If there is an objective
evidence on an individual basis, the total accumulated unrealised loss previously recorded in
shareholders’ equity is reclassified in profit or loss under Net Income from insurance activities;

loans and receivables: these include non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market and are not held for trading purposes, not held for sale from the
time they are originated or acquired, and not designated upon initial recognition to be carried at fair value
through profit or loss (in accordance with the fair value option). They are measured at amortised cost,
and impairment, determined on an individual basis, may be recorded if appropriate;

held-to-maturity financial assets: these are non-derivative financial assets with fixed or determinable
payments and a fixed maturity, that are quoted in an active market and which the Group has the intention
and ability to hold to maturity. They are measured at their amortised cost and may be subject to
impairment as appropriate whether objective evidence of impairment exists individually.

All these categories are presented on the insurance entity's balance sheet under the Investments of
insurance companies, which also includes investment properties held by insurance entities and hedge
derivatives assessed in accordance with the accounting principles respectively presented in Note 8.4
and Note 3.2.

After their initial recognition, financial assets may not be later reclassified as Financial assets at fair value
through profit or loss.

A non-derivative financial asset initially recognised under Financial assets at fair value through profit or loss
as an asset held for trading purposes may only be reclassified out of this category under specific conditions
framed by IAS 39 standard.

Impairment of financial assets measured at amortised cost

For debt instruments not measured at fair value through net income, the criteria used by the insurance
entity’s insurance entities to assess individually objective evidence of impairment include the following
conditions:

a significant decline in the counterparty’s financial situation leads to a high probability of said counterparty
being unable to fulfil its overall commitments, implying then a risk of loss for the insurance entity
(the appreciation of this deterioration can be based on the evolution of the rating of the issuers or the
variations of the credit spreads changes observed on these markets);

the occurrence of late payment of coupons and more generally of arrears of more than 90 days;

or, regardless of whether or not any past-due payments are recorded. There is objective evidence of
impairment or legal proceedings have been initiated (bankruptcy, legal settlement, compulsory
liquidation).
If there is objective evidence that loans or other receivables, or financial assets classified as held-to-maturity
financial assets, are impaired, an impairment is recognised for the difference between the carrying amount
and the present value of estimated future recoverable cash flows, taking into account any guarantees.
This discount is calculated using the financial assets’ original effective interest rate. The amount of this
impairment is deducted from the carrying value of the impaired financial asset.

The allocations and reversals of impairments are recorded under net income from investments in the Net
income from insurance activities. The impaired loans or receivables are remunerated for accounting
purposes by the reversal over time of the discounting to present value, which is recorded under interest
income in the Net income from insurance activities.

Impairment of available-for-sale financial assets

An available-for-sale financial asset is impaired if there is objective evidence of impairment as a result of
one or more events that occurred after the initial recognition of this asset.
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For listed equity instruments, a significant or prolonged decline in their price below their acquisition cost
constitutes objective evidence of impairment. For this purpose, insurance entities consider as impaired listed
shares showing an unrealised loss greater than 50% of their acquisition price on the balance sheet date, as
well as listed shares for which the quoted prices have been below their acquisition price on every trading
day for at least the last 24 months before the balance sheet date. Further factors, such as the financial
situation of the issuer or its development outlook, can lead the insurance entities to consider that the cost
of its investment may not be recovered even if the abovementioned criteria are not met. An impairment loss
is then recorded through net income equal to the difference between the last quoted price of the security on
the balance sheet date and its acquisition price.

For unlisted equity instruments, the criteria used to assess the evidence of impairment are identical to those
mentioned above. The value of these instruments at the balance sheet date is determined using the
valuation methods described in Note 3.4.

The criteria for the impairment of debt instruments are similar to those for the impairment of financial assets
measured at amortised cost.

When a decline in the fair value of an available-for-sale financial asset has been recognised directly in
shareholders’ equity under Unrealised or deferred gains and losses and subsequent objective evidence of
impairment emerges, insurance entities recognise the total accumulated unrealised loss previously recorded
in shareholders’ equity in the income statement among under net income from investments in the Net
income from insurance activities for equity instruments and under Cost of risk for debt instruments.

This cumulative loss is measured as the difference between the acquisition cost (net of any repayments of
principal and amortisation) and the present fair value, less any impairment of the financial asset that has
already been recorded through profit or loss.

Impairment losses recognised through profit or loss on an equity instrument classified as available-for-sale
are only reversed through profit or loss when the instrument is sold. Once an equity instrument has been
recognised as impaired, any further loss of value is recorded as an additional impairment loss. For debt
instruments, however, an impairment loss is reversed through profit or loss if they subsequently recover in
value following an improvement in the issuer’s credit risk.

OTHER ACCOUNTING PRINCIPLES

Accounting principles relative to fair value, initial recognition of financial instruments, derecognition of
financial instruments, derivative financial instruments, interest income and expense, transferred financial
assets and offsetting of financial instruments are similar to those described in Note 3 “Financial instruments”.
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OVERVIEW

Table 4.3.E
(In EUR m) 31.12.2022 31.12.2021
Financial assets at fair value through profit or loss (trading portfolio) 837 211
Shares and other equity instruments 17 36
Trading derivatives 820 175
Financial assets at fair value through profit or loss (fair value option) 78,319 84,448
Bonds and other debt instruments 32,942 34,280
Shares and other equity instruments 44,980 49,592
Loans, receivables and repo transactions 397 576
Hedging derivatives 121 353
Available-for-sale financial assets 74,263 88,486
Debt instruments 59,296 74,084
Equity instruments 14,967 14,402
Due from banks @ 4,282 4,771
Customer loans 82 69
Held-to-maturity financial assets - 22
Real estate investments 511 538
Total investments of insurance activities @@ 158,415 178,898

(1) Investments in other Group companies that are made in representation of unit-linked liabilities are kept in the

Group'’s consolidated balance sheet without any significant impact thereon.

(2) o/w EUR 1,270 million of current accounts as at 31 December 2022 vs EUR 1,207 million as at 31 December 2021.

ANALYSIS OF FINANCIAL ASSETS DEPENDING ON THEIR CONTRACTUAL CHARACTERISTICS

The following table shows the carrying value of the financial assets included in Net investments from
insurance activities, whereby those assets whose contractual conditions give rise to cash-flows on set dates
which are solely payments of principal and interest (basic instruments). Basic instruments held among a
trading portfolio or those are managed and whose performance is evaluated on a fair value basis (i.e.,
financial instruments measured at fair value through profit or loss using fair value option) are presented in

the column Other instruments.
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Table 4.3.F

31.12.2022
Carrying amount Fair value
Basic Other Basic Other
(In EUR m) instruments  instruments Total instruments instruments Total
Financial assets at fair
value through profit or loss ) s R ) PELad s
Hedging derivatives - 121 121 - 121 121
':;’;'e'fsb'e'for'sa'e financial 57,155 17,108 74,263 57,155 17,108 74,263
Due from banks 2,627 1,655 4,282 2,648 1,659 4,307
Customer loans 82 - 82 82 - 82
Held-to-maturity financial ) ) ) _ _ )
assets
Total financial 50,864 98,040 157,904 50,885 98,044 157,929
Table 4.3.G
31.12.2021
Carrying amount Fair value

_ Basic _ Other Total . Basic _ Other Total
(In EUR m) instruments  instruments instruments  instruments
Financial assets at fair
value through profit or loss ) 84,659 84,659 ) 84,659 84,659
Hedging derivatives - 353 353 - 353 353
:g’ggf‘sb'e'for'sa'e financial 71,537 16,949 88,486 71,537 16,949 88,486
Due from banks 2,559 2,212 4,771 2,717 2,265 4,982
Customer loans 69 - 69 70 - 70
gssl’cé-t;o-maturlty financial 22 ) 22 22 ) 22
Total financial 74,187 104,173 178,360 74,346 104,226 178,572

investments
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FAIR VALUE OF FINANCIAL INSTRUMENTS MEASURED AT FAIR VALUE

Table 4.3.H

31.12.2022
(In EUR m) Level 1 Level 2 Level 3 Total
Financial assets measured at fair value
through profit or loss using fair value option &y e e 22
Financial assets at fair value through profit or
loss using the fair value option Sleift S Al et
Hedging derivatives - 121 - 121
Available-for-sale financial assets 63,100 4,465 6,698 74,263
Total 129,130 15,662 8,748 153,540
Table 4.3.1

31.12.2021
(In EUR m) Level 1 Level 2 Level 3 Total
Financial assets measu_red at_falr value _ 36 174 1 211
through profit or loss using fair value option
FlnanC|_aI assets_at fair valut_a through profit or 72819 9,638 1,991 84.448
loss using the fair value option
Hedging derivatives - 353 - 353
Available-for-sale financial assets 78,236 4,827 5,423 88,486
Total 151,091 14,992 7,415 173,498
CHANGES IN AVAILABLE FOR SALE FINANCIAL ASSETS
Table 4.3.J
(In EUR m) 2022
Balance as at 1 January 88,486
Acquisitions 9,861
Disposals / redemptions (12,146)
Transfers to held-to-maturity financial assets -
Change in scope and others (706)
Gains and losses on changes in fair value recognised directly in equity during the period (11,094)
Changes in impairment of debt instruments recorded in profit or loss -
Impairment on equity instruments recognised in profit or loss (147)
Translation differences 9
Balance as at 31 December 74,263
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UNREALISED GAINS AND LOSSES ON AVAILABLE FOR SALE FINANCIAL ASSETS RECOGNISED IN OTHER
COMPREHENSIVE INCOME

Table 4.3.K
31.12.2022
(In EUR m) Capital gains Capital losses Net revaluation
Unrealised gains and losses of insurance companies 88 (960) (872)
On available-for-sale equity instruments 2,527 (289) 2,238
On ava_ilable-for-sale debt inst_ruments and assets 570 (5.670) (5.100)
reclassified as loans and receivables
Deferred profit-sharing (3,009) 4,999 1,990
Table 4.3.L
31.12.2021
(In EUR m) Capital gains Capital losses Net revaluation
Unrealised gains and losses of insurance companies 431 (82) 349
On available-for-sale equity instruments 2,892 (70) 2,822
On ava_ilgble-for-sale debt inst_ruments and assets 5.904 (292) 5612
reclassified as loans and receivables
Deferred profit-sharing (8,365) 280 (8,085)

FINANCIAL ASSETS RECEIVED AS SECURITY AND AVAILABLE FOR THE ENTITY
Table 4.3.M

(In EUR m) 31.12.2022 31.12.2021
Fair value of securities purchased under resale agreements 2 4

The Group generally purchases securities under resale agreements under normal market terms and
conditions. It may re-use the securities received under resale agreement by selling them outright, selling
them under repurchase agreements or pledging them as security, provided that it returns these or equivalent
securities to the counterparty to the resale agreement at its term. Securities purchased under resale
agreements are not recognised on the balance sheet. Their fair value, as shown above, includes securities
sold or pledged as collateral.

3. NET INCOME FROM INSURANCE ACTIVITIES
ACCOUNTING PRINCIPLES

INCOME AND EXPENSE RELATED TO INSURANCE CONTRACTS

Income and expense related to insurance contracts issued by Group insurance companies, associated fee
income and expense, and income and expense related to investments of insurance companies are recorded
under Net income from insurance activities in the income statement.

Other income and expense are recorded under the appropriate headings.

Changes in the provision for deferred profit-sharing are recorded under Net income from insurance activities
in the income statement or under Unrealised or deferred gains and losses under the appropriate headings
for the underlying assets in question.
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The following table shows the breakdown (after eliminating intercompany transactions):
= income and expense from insurance activities and associated investments on a separate line under Net

Banking Income: Net income from insurance activities;

= funding costs of insurance activities recorded under Interest and similar expense;
= impairment debt instruments of insurance activities and the deferred profit-sharing recorded under Cost

of risk.
Table 4.3.N
(In EUR m) 2022 2021
Net premiums 14,228 15,692
Net income from investments 1,414 3,540
Cost of benefits (including changes in reserves) @ (13,367) (16,984)
Other net technical income (expense) (64) (10)
Net income from insurance activities 2,211 2,238
Funding costs 5) (5)
Cost of risk - -
o/w impairment of debt instruments = 2
o/w which deferred profit sharing - 2)

(1) o/w EUR 1,022 million in respect of deferred profit-sharing at 31 December 2022 (vs EUR 2,966 million at

31 December 2021).

NET INCOME FROM INVESTMENTS

Table 4.3.0
(In EUR m) 2022 2021
Dividend income on equity instruments 1,085 878
Interest income 1,607 1,664
On available-for-sale financial assets 1,429 1,472
On loans and receivables 150 161
Other net interest income 28 31
Net gains or losses on financial instruments at fair value through profit or loss (1,105) 848
Net gains or losses on available-for-sale financial instruments (182) 145
Capital gain or loss on sale of debt instruments (139) 25
Capital gain or loss on sale of equity instruments 104 142
Impairment values on equity instruments (147) (22)
Net gains or losses on real estate investments 9 5
Total net income from investments 1,414 3,540
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4. MANAGEMENT OF INSURANCE RISKS

The Group carries out its insurance activities through the distribution and reinsurance acceptance of a wide
range of life insurance, protection and health insurance, and non-life insurance policies. Since the life
insurance business is predominant on the French market in the Group’s insurance activities, the market
risks of financial assets in terms of technical liabilities constitute the most significant exposure. Within market
risks, the insurance business line is sensitive to shocks in interest rates, equity markets and credit spreads.
In connection with the life insurance savings activity, a risk of withdrawals is also significant.

Managing these risks is key to the Insurance business line’s activity. It is carried out by qualified and
experienced teams, with major bespoke IT resources. Risks undergo regular monitoring and are reported
to the General Management of both the entities concerned and the business lines.

Risk management techniques are based on the following:

= heightened security for the risk acceptance process, with the aim of guaranteeing that the price schedule
matches the policyholder’s risk profile and the guarantees provided;

= regular monitoring of indicators on product claims rates in order to adjust certain product parameters,
such as pricing or the level of guarantee, if necessary;

= implementation of a reinsurance plan to protect the business line from major/serial claims;
= application of policies on risk, provisioning and reinsurance.

Management of risks linked to the financial markets and to ALM is an integral part of the investment strategy
just like objectives on long-term performance. The optimisation of these two factors is highly influenced by
the asset/liability balance. Liability commitments (guarantees offered to customers, maturity of policies), as
well as the amounts booked under the major items on the balance sheet (shareholders’ equity, income,
provisions, reserves, etc.) are analysed by the Finance and Risk Department of the insurance business line.

Risk management related to financial markets (interest rates, credit and shares) and to ALM is based on
the following:

= monitoring short- and long-term cash flows (match between the term of a liability and the term of an
asset, liquidity risk management);

= particular monitoring of policyholder behaviour (redemption);

= close monitoring of financial markets;

= hedging of exchange rate risks (both rising and falling);

= defining thresholds and limits per counterparty, per rating issuer and per category of assets;

= stress tests, the results of which are presented annually at entities’ Board of Directors’ meetings, as part
of the ORSA report (Own Risk and Solvency Assessment), transferred to the ACPR after approval by
the Board;

= application of policies related to ALM and investment risks.
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BREAKDOWN OF NET INVESTMENTS BY RATING OF BASIC INSTRUMENTS

The following table shows the gross carrying amounts after eliminating intercompany transactions.

Table 4.3.P
31.12.2022
Available-for-sale

(In EUR m) financial assets Due from banks Customer loans Total
AAA 2,766 207 = 2,973
AA+ [ AA | AA- 28,315 759 - 29,074
A+ Al A- 13,254 447 - 13,701
BBB+ / BBB / BBB- 12,213 185 - 12,398
BB+ /BB /BB- 600 - - 600
B+/B/B- - - = =
CCcC+/ccc/ccce- = = = =
Cc+/cc/cc- = = = =
Lower than CC- = = = =
Without rating 7 1,029 82 1,118
Total before impairment 57,155 2,627 82 59,864
Impairment = = = =
Carrying amount 57,155 2,627 82 59,864

The rating scale is the scale used f