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1 Remuneration policies and practices

SUMMARY OF GROUP REPORT
The objective of the remuneration policy implemented by the Group is to attract, motivate and retain employees in the
long term, while ensuring an appropriate management of risks and compliance. With respect to the Chief Executive
Officers, it is furthermore aimed at rewarding the implementation of the Group’s long-term strategy in the interests of its
shareholders, its clients and its employees.

CORPORATE GOVERNANCE OF REMUNERATION POLICY
The governance applied by the Group ensures an exhaustive and independent review of the remuneration
policy, through:
>
>

an annual review of remuneration, which is coordinated by the Human Resources Division and involves the
Bank’s control functions, in successive stages of validation up to the level of General Management;
an ultimate validation of this policy, including principles, budgets and individual allocations, by the Board of
Directors after review by the Compensation Committee.

This remuneration policy has been established in compliance with relevant regulations, in particular the socalled CRD IV European Directive 2013/36/UE published on 26 June 2013 and its transposition in France via Order
n°2014-158 of 20 February 2014, for those staff members exerting a significant impact on the Group’s risk profile
(hereinafter “regulated population”). It is subject to regular review:
>
>

externally by the various supervisory bodies;
internally through an independent review by the Internal Audit Division.

In addition, with respect to the Chief Executive Officers, it respects the recommendations of the AFEP-MEDEF Corporate
Governance Code.

GROUP’S POLICY AND PRINCIPLES WITH REGARD TO REMUNERATION
The CRD IV, which applies from 2014, includes provisions for:
>
>

A definition of the regulated population, based on regulatory technical standards developed by the European
Banking Authority (EBA) in the Regulation (EU) No 604/2014;
A cap on the variable component of remuneration, which cannot exceed the fixed component, with the
possibility for the Annual General Shareholders’ Meeting to approve a higher maximum ratio of up to 2:1
between variable and fixed components.

In 2014, the Group completed the implementation of the CRD IV requirements through:
>
>
>

the definition of the regulated population in line with the EBA technical standards detailed in the Regulation (EU)
No 604/2014;
obtaining an approval from the Annual General Meeting of 20 May 2014 for a maximum ratio of 2:1 between
variable and fixed components of remuneration for the members of the new regulated population;
an evolution of the remuneration structure for this population.

° The methodology for the identification of the regulated population was adjusted for 2014 in order to take into
account the EBA final regulatory technical standards (i.e. criteria based on level of responsibility, impact in terms of
risk exposure and level of total remuneration). On the basis of these criteria, the regulated population for 2014
included 550 staff (in addition to the Chief Executive Officers), all identified due to their individual risk impact,
comparable with the 360 in 2013.
The increase of the number of regulated staff between 2013 and 2014 is linked to the implementation of the final EBA
standards, which leads to applying a lower remuneration threshold (500 K€ vs. 750 K€) and identifying staff within the

most significative entities of the Group (introduction of the new concept of “material business unit”). It is also due to
organizational changes in 2014.
° The approach adopted in terms of the determination and structure of variable remuneration for the regulated
population is in continuity with that applied in previous years and remains compliant with the CRD IV
requirements. The key principles of this policy are as follows:
> The variable remuneration pools are determined by business line on the basis of:
- the financial results after taking into account the costs of risk, capital and liquidity, with the Finance
Division ensuring that the total amount of variable remuneration does not undermine the Group’s
capacity to meet its objectives in terms of capital requirements;
- qualitative factors such as market practices, conditions under which activities are carried out and risk
management, through an independent appraisal process conducted by the Risk and Compliance
Divisions for the Global Banking and Investor Solutions and International Banking and Financial
Services activities.
>

The allocations of individual variable components are correlated to a formalised annual individual
appraisal that takes into consideration quantitative and qualitative objectives known to the employee,
with in addition an evaluation on risk management and compliance1 carried out by the Risk and Compliance
Divisions.

>

A variable remuneration structure conform with regulations, including:
- A non vested component subject to continued employment, minimum performance conditions and
appropriate risk and compliance management, which vests over three years on a pro-rata basis, with a
deferral rate of at least 40% and rising to more than 70% for the highest variable remunerations;
- The award of at least 50% in the form of Société Générale share indexed instruments (representing
50% of the vested component and 67% of the non vested component).
As a result, the portion of variable remuneration that is immediately paid out in cash is capped at 30%
and can be less than 15% for the highest variable remunerations. The share indexed instruments, in addition,
are subject to a retention period of at least 6 months.
Moreover, in accordance with the policy applied for the Chief Executive Officers (cf. infra), the variable
remuneration structure of the members of the Executive Committee and Management Committee has been
reinforced. The non vested part is now deferred over five years out of which a part over three years pro rata
temporis as mentioned above and a part under a long term incentive plan which vests after five years, awarded
in Société Générale share equivalents and subject to conditions depending on the relative performance of the
Société Générale share.

° In compliance with regulation, Société Générale’s General Annual Meeting which took place on 20 May 2014
approved the increase of the ratio between variable and fixed components of remuneration to 200% for all the
Group regulated population. This decision will remain in force until reconsidered by the General Meeting.
° The variable remuneration pool awarded to the regulated population with respect to 2014 was 205 M€ and total
variable and fixed remuneration amounted to 390 M€. The average remuneration is down compared to that of
regulated staff in 2013, by -38% for the variable component and by -15% in terms of total fixed and variable
remuneration, due to the broadening of the regulated population (inclusion of employee with lower levels of
remuneration) and to the decrease of the variable remuneration pools for Global Banking and Investment Solutions,
which accounts for the major part of the regulated population.

1

All reference in this report to compliance includes the notion of reputational risk.
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Data excluding Executive Officers

CHIEF EXECUTIVE OFFICERS
° The fixed remuneration of the Chairman and Chief Executive Officer has been established at 1 300 000 € by the
Board of Directors of July 31st, 2014. Previously, the Chairman and Chief Executive Officer received 1 000 000 € of
fixed salary and an annual allowance of 300 000 €, granted in 2009 to compensate the loss of the supplementary
pension plan benefits to which he is no longer entitled following the termination of his employment contract.
Simultaneously, the annual allowance of 300 000 € was cancelled. This simplification of the remuneration of the
Chairman and Chief Executive Officer has no impact on the ratio between fixed and variable remuneration as provided
for by the CRD IV, which considers allowance a form of fixed remuneration.
The fixed remunerations of the Chief Executive Officers have been set at 800 000 € to take into account both the
application of CRD IV Directive and the broadening of their responsibilities due to a more focused organisation with two
Deputy Chief Executive Officers instead of three.
The provisons above came into force as of September 1st, 2014.
° The variable remuneration rewards performance during the year and the contribution of the Chief Executive
Officers to the success of the Société Générale Group and is based on the following criteria:
>

for 60%, the extent to which quantitative goals are met:
at Group level: gross operating income, cost/income ratio and earnings per share (EPS);
on the scope of supervision of each Deputy Chief Executive Officer: gross operating income,
cost/income ratio and net income before tax.

>

for 40%, the achievement of individual qualitative objectives such as strategy implementation, balance
sheet management, cost control, internal control and risk management, human resources management, social
and environmental responsibility.

In accordance with the AFEP-MEDEF Corporate Governance Code, the annual variable remuneration is capped as a
percentage of fixed remuneration. Upon decision of the Board of Directors of 31 July 2014, the caps have been
reduced to 135% for the Chairman and Chief Executive Officer and to 115% for Deputy Chief Executive Officers.
The annual variable remuneration of the Chief Executive Officers for 2014 was determined based on the level of
achievement of their objectives. For the Chairman and Chief Executive Officer it has been established at 948 767 €,
representing a reduction of 33% compared to 2013.
The structure of this annual variable remuneration respects the provisions of CRD IV. For all of the Chief Executive
Officers, 60% is deferred and 60% is awarded in the form of Société Générale share equivalents.
° The Chief Executive Officers also benefit from a long term incentive plan since 2012, which aligns their interest with
those of the shareholders. For 2014, this plan is composed of two instalments, with vesting periods of four and
six years followed by an additional one-year non-transferability period. The grant will fully vest based on the
relative performance of the Société Générale share compared to a group of peer banks over the vesting period, and
depending on internal profitability criteria.
In accordance with CRD IV and pursuant to the approval of the Annual General Meeting of 20 May 2014, the variable
remuneration of the Chief Executive Officers, including annual variable remuneration and long term incentives,
is capped at two times the fixed remuneration.
° The Chief Executive Officers are also subject to minimal holding requirements of Société Générale shares.
The Chairman and Chief Executive Officer has received no stock options since 2009.
In addition, he does not benefit from any supplementary company pension scheme or any contractual severance
payment.

PREAMBLE

This document was drafted in application of Articles L511-71 to L511-88 of the French Moneterary and Financial Code,
as amended by the Ordinance n°2014-158 of 20 February 2014 which modified the regulatory requirements concerning
the remuneration of staff whose activities are likely to have an impact on the risk profile of credit institutions and
investment firms. Ordinance n°2014-158 of 20 February 2014 (complemented by the Decree n°2014-1315 and the Order
of 3 November 2014 relative to internal control) transposed into French law the provisions of the so-called “CRD IV”
European Directive 2013/36/EU of 26 June 2013.

PART 1. CORPORATE GOVERNANCE OF REMUNERATION POLICY

The Group’s remuneration policy is reviewed every year. It is defined by General Management, on a proposal of
the Group Human Resources Division. The Board of Directors approves this policy, after examining the
Compensation Committee’s recommendation.
The Group’s remuneration policy, in particular with regard to the categories of staff whose activities have a significant
impact on the Group’s risk profile (hereinafter “regulated population”), is applied to Société Générale as well as the
entities it controls, in France and throughout the world. The policy applied to the regulated population is adapted outside
France in order to comply with local regulations. The Group’s rules are prevalent, except when local regulations are more
stringent.
The definition of this policy draws on analysis of the market context and compensation surveys carried out by external
consultants (i.e. Aon-Hewitt/MacLagan, Towers Watson, Mercer and PricewaterhouseCoopers), with regard to the
categories of employees that belong to the regulated population.

1.1

The composition and the role of the Compensation Committee

The Compensation Committee is composed of five members, including three independent directors. The presence of the
First Vice-Chairman of the Board of Directors on the committee facilitates cooperation with the Audit, Internal Control and
Risk Committee, of which he is Chairman. Lorenzo Bini Smaghi, Second Vice-Chairman of the Board of Directors,
participated in all the sessions of the Comuneration Committee, starting from the date of his appointment.
The Compensation Committee includes the following directors:
Jean-Bernard LEVY, Chairman and Chief Executive Officer of EDF: Independent Director, President of the
Compensation Committee, Member of the Nomination and Corporate Governance Committee.
Jean-Martin FOLZ, Company Director: Independent Director, President of the Nomination and Corporate Governance
Committee, Member of the Compensation Committee.
Michel CICUREL, Chairman of Michel Cicurel Consulting: Independent Director, Member of the Compensation
Committee and the Nomination and Corporate Governance Committee.
France HOUSSAYE, Mass Affluent Market Manager at Rouen: Director elected by employees, Member of the
Compensation Committee.
Anthony WYAND, First Vice-Chairman of the Board of Directors: Chairman of the Audit, Internal Control and Risk
Committee, Member of the Compensation Committee and the Nomination and Corporate Governance Committee.

The main missions of the Compensation Committee are defined in Section 3 on corporate governance of the 2015
Registration Document.
The Compensation Committee reports its findings to the Board of Directors. It carries out the same tasks for the Group
companies supervised by the French Prudential Supervisory Authority (hereinafter “ACPR”) on a consolidated or subconsolidated basis.
More specifically, the Compensation Committee met 6 times during the remuneration review process spanning the period
2014 - 2015. During these meetings, the Committee prepared the Board’s decisions with respect to the following issues:

Chief Executive Officers

Regulation

- Status and remuneration of Chief Executive Officers;
- Appraisal of qualitative and quantitative performance with respect to
2013 of Chief Executive Officers and discussion with the other Directors
of the Group
- Review of annual objectives set with respect to 2014 for Chief Executive
Officers proposed to the Board

- Verification that Group remuneration policies comply with regulations, in
particular those covering the regulated population (payment structure
and terms)
- Review of changes in regulations with regard to remuneration and
regulators’ requirements

July 2014
December 2014
February 2015
March 2015

April 2014
July 2014
October 2014
December 2014
February 2015

Group remuneration
policy

- Verification that remuneration policy is in line with the Company’s risk
management policy and the objectives set in terms of capital
requirements
- Review of the extent to which risks and compliance are taken into
account and in the variable remuneration policy
- Review of the extent to which regulated staff comply with risk
management policies
- Proposal put to the Board with respect to performance share plans
- Review of the fulfilment of the performance conditions applicable to
deferred remuneration and long term incentives of the Group

October 2014
December 2014
February 2015
March 2015

The Remuneration Committee specifically ensured in 2014 that the remuneration policy takes into account the risks
generated by the businesses, and that employees comply with the risk-management policies and professional norms,
and consulted with Audit, Internal Control and Risks Committee on the issue.

1.2

Internal governance of remuneration within the Group

The annual process conducted to review individual situations (fixed salary plus, when relevant, variable remuneration
and/or performance shares) is coordinated by the Group Human Resources Division following various validation stages
at the level of subsidiaries/business lines, core business divisions, the Group Human Resources Division and General
Management and, finally the Supervisory Board upon the recommendation from the Group Compensation Committee.
The validation stages cover policy and budgets as well as individual allocations, with the Group Human Resources
Division ensuring the consistency of the overall process and documenting the various validation stages at Group level.
Legal and regulatory obligations in force in entities in France and in entities and countries outside France are taken into
account in this process.
Moreover, General Management has defined, in addition to the annual process conducted to review individual situations,
a system for the governance and delegation of remuneration decisions which applies to the whole Group. Above certain
thresholds and under certain conditions, decisions relating to remuneration, which can be taken in various situations of
human resources management (recruitment, functional or geographical mobility, promotion, departure,…) require
validation by the Group Human Resources Division or General Management. These delegation rules are notified to
business divisions that subsequently apply them at their level.

1.3

The role of control functions

In compliance with the rules concerning bank remuneration policies and practices defined within the framework of the
European CRD IV Directive and transposed into French law via Ordinance n°2014-1158 of 20 February 2014, control
functions, including in particular the Risk Division, the Compliance Department and the Finance Division, are
involved in the process of reviewing the Group’s variable remunerations and, more specifically, those of the
regulated population.
Control functions intervene in the following key stages:
>
>

>

>

the Human Resources Division identifies the regulated population, both in terms of the covered perimeter of
activities as well as covered positions, in cooperation with the Risk Division and the Compliance Department (cf.
2.2 hereafter);
the Finance Division and the Risk Division validate the methodology used for setting variable remuneration
pools, ensuring that the various kinds of risk have been taken into consideration, while the Finance Division
furthermore checks that the total amount of variable remuneration does not hinder the Group’s capacity to build
up its capital base (cf. 2.3.1.1 hereafter);
the Risk Division and the Compliance Department assess risk and compliance management by the subbusiness lines of the Global Banking and Investor Solutions division and, since 2014, by those of International
Banking and Financial Services (cf. 2.3.1.1 hereafter), and give their opinion about the manner in which
regulated staff take these aspects into account (cf. 2.3.1.2), leading to an adjustment of variable remuneration
pools and individual awards in consideration of these assessments ;
the Finance Division and the Risk Division take part in the process of defining deferred remuneration schemes
(structure, performance conditions and malus clauses) (cf. 2.3.2 and 2.3.3).

The independence of these control functions is guaranteed by direct reporting to the Group’s General Management.
Moreover, as with all Group support functions, these functions are compensated through variable remuneration pools
determined according to the Group's overall performance, independently of the results of the activities they control. The
allocation of these variable remuneration pools is based on the extent to which objectives specific to their function are
met.
This governance system ensures that remuneration decisions are made independently and objectively. The
process is reviewed ex post by the Internal Audit Division.

PART 2. GROUP REMUNERATION POLICIES AND PRINCIPLES
The aim of the Group’s remuneration policy is to enhance the efficiency of remuneration as a tool for attracting
and retaining employees who contribute to the long term success of the company while ensuring that
employees manage risks in an appropriate manner and comply with regulations. This policy is based on principles
common to the whole Group, which are then implemented by each business line and geographic area in which the Group
operates. This policy is consistent with the principles set out by regulators and French professional banking standards,
and complies with local social, legal, and fiscal legislation.
Remuneration includes a fixed component that rewards the capacity to hold a position in a satisfactory manner through
the employee displaying the required skills and, when relevant, a variable component that aims to reward collective and
individual performance, depending on objectives defined at the beginning of the year and conditional on results, the
context and also the behaviour used to meet said objectives, according to standards shared by the entire Group.
A targeted revalorisation of fixed remuneration has been conducted for some staff members who have key competencies
and responsibilities for the Group in compliance with the opinion issued by the EBA.
In continuity with the approach applied by the Group in prior years and in line with the recommendations of the
Committee of European Banking Supervisors (CEBS), now become the European Banking Authority (EBA),
several of the regulatory principles are applied to a much wider population than just the regulated population.
As such, the methodology for determining the variable remuneration pools for all of the activities within the Global
Banking and Investor Solutions division takes into account the profits of such activities after adjustments for risks, for the
cost of capital and of liquidity. In addition, the variable component of remuneration, above a certain threshold, includes
for all employees within the Global Banking and Investor Solutions division and within the Group’s Central Functions
(whether members of the regulated population or not) a deferred component in cash and in instruments (shares
equivalents) subject to continued employment and performance conditions.
The setting of fixed and variable components of remuneration also takes market practices into account.
Employees whose variable remuneration award is below a certain level may also benefit from a long term incentive
award in the form of performance shares. The corresponding pools of LTI are mainly dedicated to employees who have
been identified as strategic talents, key resources and top performers.
The Group’s remuneration policy is defined in a manner that avoids providing incentives that may result in
situations of a conflict of interests between employees and clients. The governance principles and rules governing
remuneration are set out in the Group’s normative documentation concerning the management of conflicts of interest.

2.1

A Group remuneration policy in line with regulations and market practice

Assessments carried out internally and externally demonstrate that the Group’s remuneration policy complies with
regulatory requirements.
Internally, the Group’s remuneration policy is reviewed regularly and independently by the Internal Audit Division since
2010.
The latest review carried out in 2014 covered the remuneration policy applied for 2013 for the regulated population. The
Internal Audit Division concluded that the Group’s remuneration policy applied for 2013 was in compliance with
the CRD III requirements, in terms of governance of the overall process as well as on the respect of the
quantitative and qualitative rules which had to be applied to variable remuneration awarded for 2013
performance year. No new recommendation was issued pursuant to this Audit review.
In addition, the Group’s remuneration policy is regularly reviewed by external supervisory bodies (ACPR, EBA, Federal
Reserve,...).

2.2

Perimeter of the regulated population in 2014

In continuity with the previous financial years and in line with regulations, the regulated population covers all staff whose
professional activities have a material impact on the Bank’s risk profile, including employees exercising control functions.
In 2013, the methodology for the identification of the regulated population was adjusted in order to take into account the
EBA draft regulatory technical standards, combined with internal criteria which took into account the internal
organisational structure of the Group. This led to the identification of 360 staff members (excluding Chief Executive
Officers).
In 2014, following the publication of Regulation (EU) 604/2014 on 6 June 2014, the scope of the regulated population
was reviewed in order to take into account the final version of the EBA technical standards.
The identification criteria, established at the consolidated Group level are now based on:
>
>
>

qualitative criteria linked to the function held and the level of responsibility;
criteria based on impact in terms of risk exposure based on limits of authority for credit risk and market risk,
within the thresholds fixed by the EBA;
a level of total fixed and variable remuneration, including long term incentive awards (LTI).

On this basis, the perimeter of the 2014 regulated population therefore includes:
>
>
>

>
>
>
>

the Group’s four Chief Executive Officers – 4 persons;
the members of the Board of Directors – 14 persons;
the members of the Group executive Committee and management Committee, which includes the heads
of the main business lines and subsidiaries of the group, as well as the heads of control and support functions
for the Group (risks, compliance, internal audit, finance, legal and taxation, human resources, information
technology) – 54 persons;
key staff members in charge of control functions or support functions at Group level and which are not
members of the aforementioned bodies – 19 persons
2
the main operational managers (members of the executive
within the “material business units”
committees) and managers responsible for control functions, who are not already identified by the above criteria
– 204 persons;
staff having credit authorisations and/or responsible for market risk limits exceeding materiality
thresholds at Group level and who are not already identified by the above criteria – 82 persons;
material risk takers whose total remuneration for 2013 exceeds the 500 K€ threshold defined by the EBA
and who are not already identified by the above criteria, which concerns a limited number of profiles having
essential skills for the development of certain Group activities and some key employees on the financial markets
who achieved exceptional performance during the last financial year – 177 persons.

In fine, the regulated population for 2014 comprised 550 staff members (in addition to the Chief Executive
Officers), all identified due to their material risk impact as individuals.
The increase of the number of regulated staff between 2013 and 2014 can be explained by the implementation of the
EBA final technical standards, which differ from the draft version which was used for the identification process in 2013:
> the remuneration threshold has been lowered (500 K€ vs. 750 €);
> a new notion of “material business unit” was introduced, their main operational managers as well as heads of
control functions have to be identified.
This increase is also partly due to organisational changes within the Group.
The perimeter of the population will more generally be reviewed every year to take into account changes in terms of
internal organisation and remuneration levels.

2

The « material business units » as defined by the EBA regulatory standards are the activities (subsidiaries, businesses)
within the Group which represent at least 2% of the Group’s internal capital.

In addition, 219 staff members have been identified as locally regulated within six subsidiaries of the Group, located
within the European Economic Area. These entities must apply at their individual level the CRD IV Directive as they are
considered as significant entities in their respective countries:
> 55 for the Crédit du Nord in France;
3
> 106 for Komercni Banka in Czech Republic ;
> 26 for Banque Roumaine de Développement in Romania;
> 16 for Eurobank in Poland;
> 10 for Société Générale Bank and Trust in Luxemburg;
> 6 for SG Private Banking in Belgium.

2.3

2014 variable remuneration policy applied to the regulated population

Allocation of variable remuneration is not contractual, it depends on both individual and collective performance
and takes into account previously defined quantitative and qualitative criteria. It also takes into consideration
the economic, social, and competitive context. In order to avoid any conflicts of interest, variable remuneration
is not directly or solely linked to the amount of Net Banking Income generated.
The criteria used to set variable remuneration pools, as well as their allocation, take into account all risks through
quantitative and qualitative adjustments.
A significant portion is deferred over three years and subject to continued employment and performance conditions of the
business line and/or activity concerned. As such, when performance conditions are not met, the deferred component of
variable remuneration is partially or fully forfeited. Furthermore, any excessive risk taking or any behaviour deemed
unacceptable by General Management may result in a reduction or total forfeiture of this deferred component. Finally, the
variable remuneration of the regulated population is now capped at two times the fixed remuneration4.

2.3.1

The link between variable remuneration and performance and alignment of variable
remuneration with (ex ante) risk

2.3.1.1 Determination of variable remuneration pools
The variable remuneration pools within Global Banking and Investor Solutions are calculated for the main
Corporate and Investment Banking and Private Banking activities on the basis of the normalised net profit of the
activity (cf. detail in the table p.12), in other words, Net Banking Income after deduction of:
>
>
>
>

liquidity costs,
direct and indirect overheads,
the cost of risk,
the cost of capital.

The methodology used to take these items into account has been approved by the Group’s Risk Division and Finance
Division and then by the Board of Directors based on the recommendations of the Compensation Committee. It complies
with the relevant regulatory requirements.
Variable remuneration pools are set by business line, at a global level, in order to ensure financial solidarity between the
various activities and avoid conflicts of interest.
The setting of the overall pool, as well as its allocation to business lines, depends on the aforementioned quantitative
factors but also on several qualitative factors.
3

4

KB 2014 regulated population was identified based on internal criteria, CRDIV not being transposed locally yet.

The compliance of the remuneration of the employees of the broker/dealer subsidiary Newedge with CRD IV Directive and with the Group remuneration
policy has been reviewed since May 2014, following the integration of this activity within Société Générale. For 2014, which is a transition year, some of the
regulated staff members, whose variable remuneration was awarded on a contractual basis before their integration to the Group, are not yet fully compliant
with the regulatory requirements in terms of structure and cap of their variable remuneration. They will be fully compliant with regulation as of 2015.

These qualitative factors include:
>
>
>
>
>

market practices in terms of remuneration;
general conditions in the markets in which the results were generated;
elements which can have impacted temporarily the business performance;
the stage of maturity of the activity;
the independent assessment carried out by the Risk Division and the Compliance Department regarding risk
management and compliance. This assessment is carried out at the level of each business line / entity within
Global Banking and Investor Solutions (as identified by Risk and Compliance). Each identified business line /
entity is assessed by the Risk Division with respect to the way it manages counterparty risks, market risks and
operational risks and by the Compliance Department with respect to managing non-compliance risk. Thus, the
assessment made by the Risk and Compliance experts on the collective management of risks has a weighting
effect on the manner in which variable remuneration pools are allocated between sub-business lines /
entities.

Within Corporate and Investment Banking, part of the variable remuneration pool of each business line is allocated to a
transversal pool that is used to finance variable remuneration for activities still in their development stage and support
functions (operations, information technology,…).
With respect to control functions, variable remuneration pools are determined independently of the results of the
business activities they control. They are set according to the Group’s financial results.
For the Group’s senior managers (Chief Executive Officers, Group Executive Committee and Group Management
Committee), variable remuneration is not based on a collective pool but is determined individually on the basis of the
Group’s financial results, the results of the business activity they supervise, the extent to which they have met their
qualitative and quantitative objectives and taking into account market practices as reported by remuneration surveys.
Moreover, the Finance Division includes the proposed variable remuneration pool in the budget forecasts that are used
as a basis to forecast regulatory capital ratios. In this respect, variable remuneration is taken into account alongside
other factors in capital planning and in terms of its adequacy with respect to the objectives set by the Bank. General
Management reserves the right, at its sole discretion, to re-calibrate variable remuneration pools if they limit the
Bank’s capacity to maintain the level of capital required to meet the target ratios.
2.3.1.2 Individual allocation of variable remuneration
The individual allocations of variable remuneration components for the regulated population are, as for the
entire Group, correlated with the annual individual performance appraisal that takes into account the extent to
which quantitative and qualitative objectives have been met.
By consequence, there is no direct or automatic link between the financial results of an individual employee and his or
her level of variable remuneration insofar as employees are assessed on their results, those of their activity and the way
in which said results were achieved.
The objectives set are in accordance with the SMART method (the objectives are Specific, Measurable, Accessible,
Realistic and fixed within a Timeframe). This means that the objectives are clearly identified and can be assessed by
indicators that are known to the employee.
The qualitative objectives are tailored to the individual employee, in relation to the employee’s professional activity and
adapted to the position held. These objectives include the quality of risk management, the means and behaviours used
to achieve results such as cooperation, teamwork and human resources management. Such qualitative objectives are
listed in a common reference document that is used throughout the Group.
In addition to the individual appraisal carried out by line managers, the Risk Division and the Compliance
Department independently assess regulated employees of Global Banking and Investment Solutions and, since
2014, of International Banking and Financial Services and review in particular:
>
>
>

risk awareness, technical expertise and management of risks, as well as respect of policies and procedures
related to risk management;
respect of regulations and internal procedures in terms of compliance, as well as the extent to which they are
transparent vis-à-vis clients with respect to products and the associated risks;
the quality of the interactions between the concerned staff and the Risk and Compliance Divisions
(transparency, pro-activity, completeness of information,…).

The senior management of the relevant business divisions, General Management and the Group Human Resources
Division take their conclusions into consideration when approving the overall variable remuneration pools and the way in
which they are allocated at an individual level. The proposed individual awards are adjusted downwards in the event of a
negative appraisal by the Risk and/or Compliance Division.
The process is documented by the Human Resources Division and its conclusions are submitted for approval to
the Compensation Committee of Société Générale.
The employees concerned are informed that their position is considered regulated and are subject to specific
objectives related to risk management and compliance.
In addition, the competitive context in the market place is taken into account by participating in remuneration surveys
(carried out by type of business and geographic area), which provide insight into the remuneration levels practiced by the
Bank’s main competitors.
Lastly, the Group conducts transversal reviews across the different business lines for comparable job
functions, to ensure consistency of remuneration between the various Group activities and to facilitate internal
mobility.

Taking into account perform ance and risks ex ante w ithin Corporate and Investm ent Banking and Private Banking

Determ ination of pools by Business Line

Performance indicator:
Adjusted net profit of the business line
= Net Banking Income (0)
Quantitative

- direct and indirect
overheads(excluding variables)
- cost of liquidity (1)
- cost of risk (2)
- cost of capital(3)

Qualitative

Risks taken into account
Market risks
Operational risks
Liquidity risks
Counterparty risks
Legal risks
Counterparty risks
Market risks
operational risks
Non compliance risks

Fixing of the overall pools:
- Results of the entire Group
- Market practices and trends / relative performance

Allocation of pool by Sub Business Lines

Quantitative

Qualitative

Performance indicator :
Adjusted net profit of the sub business line (see above)

Qualitative adjustments:
- Opinion of control functions
- External Benchmark
- General market conditions
-Degree of maturity of activity

Opinion of control functions on risk
m anagement:
- Counterparty Risk
- Market risk
- Operational risk
- Non-compliance risk

Individual allocations

Quantitative
Decision by m anagement :

Qualitative

- Results of individual appraisal
- Opinion of control functions
- External benchmark
- Transversal reviews

Annual individual appraisal:
- Expertise/performance in position
- Operational objectives(Quantitative)
- Behavioral objectives (Qualitative)
Opinion of control functions:
- management of counterparty risk; market
risk; operational risk; non-compliance risk;
reputation risk

(0) : ° The market risks and market lo sses are included at the level o f the NB I thro ugh the trading results.
° The o peratio nal risks and lo sses are also included at the NB I level.
(1) : The co st o f liquidity is taken into acco unt: ° Fo r financing activities: thro ugh the net interest margin
° Fo r the derivatives market instruments: thro ugh the Funding Value A djustment (FVA )
In bo th cases, the Gro up's refinancing co st at market co nditio ns is taken into acco unt. A n additio nal charge is also taken into acco unt to pro vide fo r liquidity
requirements o ver a perio d o f o ne mo nth in stress co nditio ns ("buffer").
(2) : The co st o f risk co rrespo nds to :
° Fo r financing activities : expected lo sses in 1year o n the po rtfo lio + 10% o f the acco unting pro visio ns fo r risks fo r the year
° Fo r market activities, private banking, asset management and investo r services: net co st o f risk (acco unting pro visio ns fo r risks fo r the year under
co nsideratio n)
In the co st o f risk, the pro visio ns fo r litigatio n risks are also integrated.
(3) :The co st o f capital co rrespo nds to the rate o f return o n capital emplo yed, applied to regulato ry capital under B asel 3, that is:
[(10% * average Risk Weighed A ssets/RWA s) + co mplementary o wn funds]. The RWA take into acco unt co unterparty, market and o peratio nal risks.

2.3.2

The payout process for variable remuneration

The variable remuneration awards for 2014 respect the payout rules set out in the relevant regulations.
The higher the level of the variable remuneration award, the higher the proportion of the non-vested component. For
variable remunerations above 100 K€, this proportion is at least 40% and may rise above 70% for the highest
variable remuneration levels. Indeed, since 2012, the deferral rate has been increased to 100% for the portion of
variable remuneration exceeding 2 M€.
In addition, more than 50% of variable remuneration is paid out in the form of Société Générale share indexed
instruments (50% of the vested component and 2/3 of the non vested component).
Accordingly, the part paid immediately in cash cannot exceed 30%, and can be less than 15% for the highest
variable remuneration levels.
Individual variable remuneration breaks down into four portions (cf. diagram):
>
>
>
>

a vested, non-deferred component paid in cash in March of the year following the close of the financial year;
a vested component deferred in the form of share indexed instruments, for which the final amount paid to the
employee depends on the Société Générale share price at the end of the non-transferability period;
a non-vested deferred cash component (which is not indexed to the share price) on one instalment conditional
on the employee remaining in the Bank and dependent on the performance and risk alignment criteria described
hereafter in 2.3.4;
a non-vested component deferred in Société Générale share indexed instruments on two instalments for which
vesting is conditional on the employee remaining employed by the Bank and dependent on the conditions
described in section 2.3.4 and the final value depending on the Société Générale share price at the end of the
non-transferability period.

The deferred part vests over a period of three years on a pro-rata basis, with the first instalment in cash and the
two following instalments in Société Générale share indexed instruments. The non-transferability period is at least
six months for instruments indexed to the Société Générale share price.
All payments corresponding to installment in share equivalents, made after the non-transferability period, will be
increased by the value of the dividend paid during the non-transferability period, if applicable.
All employees receiving deferred variable remuneration are prohibited from using hedging or insurance strategies during
both the vesting period and the non-transferability period.
Moreover, in accordance with the policy applied for the Chief Executive Officers, the variable remuneration structure of
the members of the Executive Committee and Management Committee has been reinforced. The non vested part is now
5
deferred over five years out of which a part over three years pro rata temporis as mentioned above and a part under a
long term incentive plan which vests after five years, awarded in Société Générale share equivalents and subject to
conditions depending on the relative performance of the Société Générale share.
By way of reminder, the Group ceased to grant stock options since 2011.

5 Except for a few members of these committees located in specific geographies who have to comply with local constraints

.

Structure of rem uneration (excluding Chief Executive Officers)

Variable rem uneration

Definitive paym ent/allocation deferred over tim e

Categories of em ployees

Fixed
rem uneration

Vested part

Non-vested part

40% to over 70% of variable remuneration

Group Senior Executives
(Executive Com m ittee)

Cash

Share
equivalents
(1)

Differed
cash

Differed
cash

Share
equivalents
(1)

Share
equivalents
(1)

50% upfront

50%
deferred

20%
deferred

20%
deferred

20%
deferred

40%
deferred

M arch 2015

M arch 2016*

M arch 2016*

M arch 2017*

October
2018*

October
2020*

Fixed salary

Date of availability/payment

40% to over 70% of variable remuneration

Group Senior Executives
(Group m anagem ent Com m ittee)

Cash

Share
equivalents
(1)

Differed
cash

Differed
cash

Share
equivalents
(1)

Share
equivalents
(1)

50% upfront

50%
deferred

25%
deferred

25%
deferred

25%
deferred

25%
deferred

M arch 2015

M arch 2016*

M arch 2016*

M arch 2017*

October
2018*

October
2020*

Fixed salary

Date of availability/payment

40% to over 70% of variable
rem uneration

Regulated em ployees
Variable rem uneration > 100 K€

Cash

Share
equivalents
(1)

Differed
cash

Share
equivalents
(1)

Share
equivalents
(1)

50% upfront

50%
deferred

33%
deferred

33%
deferred

33%
deferred

M arch 2015

M arch 2016*

M arch 2016*

October
2017*

October
2018*

Fixed salary

Date of availability/payment

% depends on level of variable

Other em ployees subject to
Group deferral plan (2):
Variable rem uneration > 100 K€

Date of availability/payment

Cash

Differed
cash

Share
equivalents
(1)

Share
equivalents
(1)

100% upfront

33%
deferred

33%
deferred

33%
deferred

M arch 2015

M arch 2016*

October
2017*

October
2018*

Fixed salary

*Date of availability/payment, taking into account the post-vesting retention period (At least 6 months for share equivalents)
(1) Share equivalents remain subject to the potential application of the malus clause during the retention period
(2) Employees in Global Banking and Investor Solutions and in the Group's Central Divisions

2.3.3

Performance conditions and risk alignment for deferred variable remuneration (ex post)

Vesting of the deferred remuneration component depends entirely on both (i) the fulfilment of a performance condition
and (ii) appropriate management of risks and compliance.
Performance conditions are tailored according to the division and activity. If a minimum performance level is not
met every year, deferred variable remuneration is partially or entirely forfeited (malus principle mentioned in Article L
511-83 of the Financial and Monetary Code).
Performance thresholds are set by the Finance Division and are approved by the Board of Directors.
Performance conditions are set according to the level of responsibility, and are increasingly demanding in line with the
beneficiary’s hierarchical level. Société Générale senior executives are subject to specific performance conditions, in line
with the objectives set out in the Group’s strategic plan.
The performance conditions applied to deferred remuneration, by managerial layer, are summarised in the following
table:
Vesting in March 2016

Vesting in March 2017

Vesting in March 2018

Vesting in March 2020

Share equivalents

Share equivalents

with non transferability
period

with non transferability
period

Managerial layer
Cash

Executive
Committee
and Group
Management
Committee

Business
line

Other
Functions

Cash

2015 operating income of
perimeter of supervision

2016 operating income of
perimeter of supervision

GNI (*) 2015 Group +

GNI (*) 2016 Group +

GNI (*) 2017 Group +

Core Tier One at
31/12/2015

Core Tier One at
31/12/2016

Core Tier One at
31/12/2017

Vesting in March 2016
Managerial layer
Cash

Other employees
with a non-vested
deferred
component
including
regulated
population

2017 operating income of
perimeter of supervision

Annualised relative
TSR (*) between 2014
and 2019

Vesting in March 2017

Vesting in March 2018

Share equivalents

Share equivalents

with non transferability
period

with non transferability
period

GBIS (**)

Operating income 2015

Operating income 2016

Operating income 2017

Other business
lines and

GNI (*) 2015 Group

GNI (*) 2016 Group

GNI (*) 2017 Group

Other Functions

(*) TSR: Total Shareholder Return / GNI: Group net income
(**) GBIS: Global Banking and Investment Solutions
Note: the panel of banks used to calculate the TSR relative to that of Société Générale includes: Barclays, BBVA, BNP Paribas,
Crédit Agricole, Crédit Suisse, Deutsche Bank, Intesa Sanpaolo, Nordea, Santander, UBS and Unicredit.

In addition, any excessive risk taking or any behaviour deemed unacceptable by General Management may result in
these deferred remuneration components being reduced or forfeited.

2.3.4

The ratio between variable and fixed remuneration

The CRD IV Directive introduced a cap on the variable component of remuneration, which cannot exceed the fixed
component, with the possibility for the Annual General Shareholders’ Meeting to approve a higher maximum ratio of up to
2:1 between variable and fixed components.
In accordance with the regulation and more specifically with Ordinance n°2014-158 of 20 February 2014 which
transposed this Directive, the Annual General Meeting of 20 May 2014 approved a maximum ratio of 2:1 between
variable and fixed components of remuneration for the members of the Group regulated population. This
decision will remain in force until reconsidered by the General Meeting.
The regulated population is compliant with this maximum ratio. For the members of the Executive Committee and of the
Group Management Committee, who are beneficiaries of a long term incentive plan vesting after five years and awarded
in Société Générale share indexed instruments, the faculty given by the Ordinance n°2014-518 of 20 February 2014 to
apply a discount rate to the part of the variable remuneration awarded in instruments and deferred for at least five years
has been applied to compute the ratio between variable and fixed components.

2.3.5

The 2014 variable remuneration pool of the regulated population

The variable remuneration pool awarded to the regulated population with respect to 2014 was 205 M € and total
variable and fixed remuneration amounted to 390 M €. This pool leads to a downside of average remuneration, by 38% for the variable component and by -15% in terms of total fixed and variable remuneration as compared to average
remuneration t of 2013 regulated staff. This is due to the broadening of the regulated population (inclusion of staff with
lower levels of remuneration) and to the decrease of the variable remuneration pools for Global Banking and Investment
Solutions, which accounts for the major part of the regulated population.

2.3.6

Policy concerning guaranteed remuneration

The awarding of guaranteed variable remuneration, in the context of an employee being hired is:
>
>

2.3.7

strictly limited to one year (in compliance with CRDIV);
subject to the terms of the deferral remuneration plan applicable for the given financial year.

Severance payments

Discretionary payments (i.e. payments in excess of severance payments set by law or a collective bargaining agreement
due under the binding provisions of labour law), linked to the early termination of an employment contract or the early
rescinding of a mandate, are not under any circumstances set contractually in advance (e.g. golden parachutes are
strictly forbidden). They are determined at the time the employee leaves the Bank, by taking into account the
beneficiary’s performances, assessed in the light of the collective performances of the activity the employee belongs to
as well as the performances of the Group as a whole.

PART 3. REMUNERATION OF CHIEF EXECUTIVE OFFICERS
The remuneration of Chief Executive Officers complies with the European “Capital Requirements Directive” (CRDIV)
2014/36/UE of 26 June 2013, transposed in France via Ordinance n°2014-158 of 20 February 2014 (complemented by
the Decree n°2014-1315 and the Order of 3 November 2014 relative to internal control). It also respects the
recommendations made by the AFEP-MEDEF Corporate Governance Code. Accordingly, the Board of Directors defines
the remuneration of Chief Executive Officers, on a proposal of the Compensation Committee (cf. 1.1. above). The
remuneration policy applied to the Chief Executive Officers is detailed in Chapter 3 of the 2015 Registration Document
on the Corporate governance.

PART 4. INFORMATION ABOUT REMUNERATION FOR FINANCIAL YEAR 2014
4.1 The regulated population (individuals whose professional activities have a material impact on the risk profile of the
company) excluding Chief Executive Officers
A. Remuneration awarded for the financial year (in MEUR):
Group Total

Supervisory
Council

Executive
Committee

Markets
activity

Financing
and Advisory

GBIS Others

Retail
Banking

Control and
Support
Functions

550

14

10

281

113

23

39

70

389,6

1,3

11,7

222,2

91,1

16,4

20,0

27,0

of w hich Fixed remuneration

184,3

1,3

4,4

107,8

40,1

7,1

10,6

13,0

of w hich Variable remuneration 1

205,2

7,3

114,4

50,9

9,2

9,4

14,0

Regulated population
Total Rem uneration

Variable rem uneration

1

of w hich upfront part

103,6

2,9

57,7

24,8

4,5

5,2

8,5

including cash

58,2

1,5

34,2

12,6

2,2

2,8

4,9

including instruments2

45,5

1,5

23,5

12,2

2,2

2,5

3,5

101,6

4,4

56,7

26,1

4,7

4,2

5,5

of w hich deferred part
including cash

36,2

1,8

19,1

9,6

2,0

1,7

2,0

including instruments

65,5

2,6

37,6

16,5

2,7

2,5

3,5

(1) Payable in four instalments between March 2015 and October 2020
(2) During the retention period, remaining subject to the potential application of the individual and collective forfeiture condition

B. Rémunérations variables différées
a.

Summary of the relevant deferred variable plans by instalment and by vehicle:

Instalm ent

2012

2013

2014

2015

Plan 2011

50% Cash
50% Share Equiv.

Cash

France : Shares
Outside France :
Share Equiv.

Share Equiv.

50% Cash
50% Share Equiv.

Cash

Share Equiv.

Share Equiv.

50% Cash
50% Share Equiv.

Cash

Share Equiv.

Share Equiv.

50% Cash
50% Share Equiv.

Cash

Share Equiv.

Plan 2012

Plan 2013

Plan 2014

2016

2017

2018

Share Equiv.

Share Equiv. : Société Générale Share Equivalents are paid out in their cash value after at least a 6 month retention period Shares:
Société Générale performance shares with a vesting period of at least 2 years followed by a retention period of 2 years for residents of
France

b.

Outstanding deferred variable remuneration

The amount of outstanding deferred remuneration corresponds this year to the outstanding deferred variable
remuneration awarded with respect to 2014, 2013, 2012 and 2011.
Amounts of conditional deferred remuneration
in MEUR
With respect to 2014
financial year
147,1
(1)
(2)

(2)

(1)

With respect to prior
financial years
151,8

Expressed as value at award date
Including vested instruments, subject to retention period of one year, during which the individual and collective forfeiture condition
applies.

All outstanding deferred variable remuneration is exposed to possible explicit adjustments (performance
conditions and clause concerning appropriate risk management) and/or implicit adjustments (indexed on share
price).
c.

Deferred variable remuneration paid out or reduced through performance adjustments for the financial
year:

Year of award

Amount of deferred
remuneration vested in
€m Value at award

(1)

Amount of deferred
remuneration vested in
€m -

Amount of deferred
remuneration reduced
through performance
(2)
adjustments

Value at time of
(1) (3)
vesting/of payment

2013

91,8

0

83,5

2012

52,3

0

66,2

2011

35,1

0

56,1

2010

8,5

7

2009

2,5

1,1

(4)

(5)

0,8
1,7

(1)

Including vested instruments, subject to retention period of one year, during which the individual and collective forfeiture condition
applies.
(2) The amount of deferred remuneration reduced corresponds to explicit adjustments (performance conditions not met). The balance
of the difference between the amount of deferred variable remuneration in value at award and in value at the time of
vesting/payment is due to implicit adjustments (the variation of the SG share value).
(3) Amounts valuated at the share value defined in March 2015.
(4) 154.152 performance shares awarded as part of the 2010 plan were forfeited, due to the performance condition not being met..
(5) 25.017 performance shares awarded as part of the 2009 plan were forfeited, due to the performance conditions not being met.

C. Sign-on and severance payments made during the financial year:
Total amount of severance payments made and
number of beneficiaries
Amount paid out
in €m
0,7

(1)

Number of beneficiaries

Sign-on payments made and number of
beneficiaries
Amount paid out
in €m

3

(1) The highest individual severance payment made during 2014 was 0,6 M€.

0,7

Number of beneficiaries
1

D. Severance awards:

Amount of severance payments awarded during the
financial year
Total amount

Number of beneficiaries

0

0

Highest such award
0

4.2. Chief Executive Officers
Chief Executive Officers in the 2014 financial year were Messrs Oudéa, Cabannes, Sammarcelli (until 31st August 2014)
and Sanchez Incera.
The remuneration of Chief Executive Officers was subject to a specific disclosure following the Board of Directors
meeting held in February 2015 that approved the variable remuneration awards for 2014.
A. Remuneration awarded for the financial year (in MEUR):
4

Num ber of beneficiaries

7,3

Total Rem uneration
of w hich Fixed remuneration (1)

3,0

of w hich Variable remuneration (2)

4,3

Variable rem uneration
of w hich upfront part

0,9

including cash

0,5

including instruments

0,5

of w hich deferred part

3,4

including cash

0,5

including instruments

2,9

Note :
(1) For Mr. Oudéa, an amount of compensation for the loss of rights in the company supplementary pension plan of 0,2 M€ is paid on
top of the remuneration as above. This compensation was cancelled as of September 2014 and integrated into the Fixed
remuneration.
(2) The amounts are inclusive of long term incentive plan attributed in February 2015.

B. Deferred variable remuneration :
a. Outstanding deferred variable remuneration
The amount of outstanding deferred remuneration corresponds this year to the outstanding deferred variable
remuneration awarded with respect to 2013, 2012 and 2011.
Amounts of conditional deferred remuneration in
(1)
MEUR
With respect to 2014
financial year

With respect to prior
financial years

3,8

7,9

(1) Expressed as value at award date
Note: These amounts include the long term incentives awarded during 2012, 2013 and 2014.

b. Deferred conditional remuneration paid out or reduced through performance adjustments for the
financial year (1):

Amount of deferred
remuneration vested
Year of award

Amount of deferred
remuneration reduced
through performance
adjustments

in MEUR
Value at award

Amount of deferred
remuneration vested
in MEUR
Value at time of
vesting/of payment

2013

1,4

0

1,2

2012

0,6

0

0,8

2011

1,7

0

5,3

(1) Including vested instruments, subject to retention period of one year, during which the individual and collective forfeiture
condition applies.

c.

Sign-on and severance payments made during the financial year:

Total amount of severance payments made
and number of beneficiaries

Amoun
t paid
out
Number of beneficiaries
in
MEUR

Amount
paid out Number of beneficiaries
in MEUR

0

d.

Sign-on payments made and number of beneficiaries

0

0

Severance awards:

Amount of severance payments awarded during the
financial year
Total amount

Number of beneficiaries

0

0

Highest such award
0

0

4.3. Global remuneration equal or above 1 M€

Number of regulated staff (including Chief Executive Officers) whose global remuneration granted in 2014 is equal to or
above 1M€.

.

Remuneration bracket, M€

Headcount

[1 - 1,5[

73

[1,5 - 2[

18

[2 -2,5[

9

[2,5 - 3[

5

[3 - 3,5[

4

Total

109

2 Risks key indicators
2.1 Extract from the presentation dated May 6, 2014: First quarter 2015 results
(and supplements) – update of the pages 145 to 172 of the 2015 Registration
document

RISK-WEIGHTED ASSETS* (CRR/CRD 4, in EUR bn)
97.3

93.9

94.7

103.9

103.8

105.7

126.7

136.2

151.6

17.5

19.3

18.2

345

43.6

OPERATIONAL

28.6

28.2

CREDIT

28.4

4.4

3.7

4.0

0.4

0.1

0.0

6.4
0.0

6.2
0.1

6.0
0.1

90.1

43.9
25.3
24.2

24.1
22.9

26.5

273.6
92.5

370

43.9

28.6
MARKET

353

90.7

97.5

97.5

99.7

285.1

301.0

99.0
84.8
71.8
4.3
1.3
11.8

Q1 14

Q4 14
Q1 15
French Retail
Banking

Q1 14
Q4 14
Q1 15
International Retail Banking
and Financial Services

* Includes the entities reported under IFRS 5 until disposal

Q1 14
Q4 14 Q1 15
Global Banking and
Investor Solutions

Q1 14

5.4
1.2

5.4
1.1

12.7

11.7

Q4 14
Q1 15
Corporate Centre

Q1 14

Q4 14
Group

Q1 15

3 Prudential ratio management
Update of the 2015 registration document page 166-167
th

During Q1 2015, Societe Generale issued EUR 1.25 billion of Tier 2 capital on 27 February 2015.
Over this same period, the Group redeemed, on the first call date, the Additional Tier 1 issue implemented in
rd
January 2005 for EUR 728.1 million. Moreover, on 23 February 2015, the Group announced the exercise of
th
its call option on the Additional Tier 1 issue implemented in April 2007, which it redeemed on 7 April 2015
for USD 1.0 billion.

CRR/CRD4 PRUDENTIAL CAPITAL RATIOS
31 mar.14

31 mar.15

Capitaux propres part du Groupe

51,1

57,2

Titres Super Subordonnés (TSS)*

(6,6)

(9,4)

Titres Subordonnés à Durée Indéterminée (TSDI)*

(0,4)

(0,4)

Provision pour dividendes et coupons sur hybrides

(1,1)

(1,6)

Ecarts d'acquisition et incorporels

(6,8)

(6,6)

Participations ne donnant pas le contrôle

2,6

2,7

Déductions et retraitements prudentiels**

(4,0)

(4,7)

Fonds propres Common Equity Tier 1

34,9

37,2

6,0

8,7

40,8

45,9

5,6

7,1

46,5

53,0

345

370

10,1%
11,8%
13,5%

10,1%
12,4%
14,3%

En milliards d'euros

Fonds propres additionnels de catégorie 1
Fonds propres Tier 1
Fonds propres de catégorie 2
Fonds propres globaux (Tier 1 + Tier 2)
Encours pondérés
Ratio Common Equity Tier 1
Ratio Tier 1
Ratio Global
Ratio conglomerat financier

>100%
th

Ratios based on the CRR/CDR4 rules as published on 26 June 2013, including Danish compromise for insurance
*

Excluding issue premiums on deeply subordinated notes and on undated subordinated notes

**

Fully loaded deductions

>100%

CRR LEVERAGE RATIO

CRR fully loaded leverage ratio(1)
In EUR bn

Tier 1

31 Dec.14

31 Mar.15
44.6

45.9

1,208

1,323

Adjustement related to derivatives exposures

(83)

(124)

Adjustement related to securities financing transactions*

(20)

(37)

80

84

(12)

(11)

Leverage exposure

1,173

1,235

CRR leverage ratio

3.8%

3.7%

Total prudential balance sheet(2)

Off-balance sheet (loan and guarantee commitments)
Technical and prudential adjustments (Tier 1 capital prudential deductions)

(1) Pro forma fully loaded based on CRR rules taking into account the leverage ratio delegated act adopted in October 2014 by the European Commission
(2) The prudential balance sheet corresponds to the IFRS balance sheet less entities accounted for through the equity method (mainly insurance subsidiaries)
*
Securities financing transactions : repos, reverse repos, securities lending and borrowing and other similar transactions

4 Capital adequacy
Correction of the table 9 on page 170 of the 2015 Registration document

Operational risk assessed using AMA
Operational risk assessed using the standardised approach

31.12.2014
31.12.2013
Minimum
Minimum
Risk-weighted
Risk-weighted
capital
capital
assets
assets
requirements
requirements
3 230
40 375
2 907
36 334
284

3 556

339

4 237

5 Provisioning of doubtful loans - update of the table 22 on page 213
of the 2015 Registration document
DOUBTFUL LOANS
31/03/2014

31/12/2014

31/03/2015

415.4
24.9
6.0%

427.0
23.7
5.6%

444.4
24.5
5.5%

13.5

13.1

13.6

1.3

1.3

1.3

Gross doubtful loans coverage ratio*
(Overall provisions / Doubtful loans)

59%

61%

61%

Legacy assets gross book outstandings
Doubtful loans
Gross non performing loan ratio
Specific provisions
Gross doubtful loans coverage ratio

5.2
3.0
57%
2.5
84%

4.0
2.2
54%
1.9
89%

4.2
2.4
58%
2.1
89%

Group gross non performing loan ratio
Group gross doubtful loans coverage ratio

6.6%
62%

6.0%
63%

6.0%
63%

In EUR bn
Gross book outstandings*
Doubtful loans*
Gross non performing loans ratio*
(Doubtful loans / Gross book outstandings)
Specific provisions*
Portfolio-based provisions*

* Excluding legacy assets. Customer loans, deposits at banks and loans due from banks leasing and lease assets

6 Market risk
Change in trading VaR – Update of the 2015 Registration document – page 250
Quarterly average 99% Value at Risk (VaR), a composite indicator used for the day-to-day monitoring of the
market risks incurred by the bank, on the scope of its trading activities, in millions of euros:
CHANGE IN TRADING VAR* AND STRESSED VAR
Quarterly average of 1-day, 99% Trading VaR* (in EUR m)
31
25

23

24

13
7

7

31

22

24

Trading VaR*
CREDIT

16

17

17

12
3 2

14
33

11
3
3

11
3
4

10
2 2

-16

-18

-20

-23

-25

15

20

19

8
23

20

7
11

6

17

INTEREST RATES

15

23
18

16

9
2 2

7
2 2

8
1 3

-21

-19

-14

EQUITY
14
5

3

-21

FOREX
COMMODITIES
COMPENSATION EFFECT

Q1 13

Q2 13

Q3 13

Q4 13

Q1 14

Q2 14

Q3 14

Q4 14

Q1 15

Since January 1, 2008, the parameters for credit VaR have excluded positions on hybrid CDOs, which are
now accounted for prudentially in the banking book.

SVAR
Stressed VAR** (1 day, 99%, in EUR m
Minimum
Maximum
Average

Q1 14
65
107
82

Q2 14
50
95
68

Q3 14
42
98
62

Q4 14
56
95
75

Q1 15
45
82
62

7 Liquidity risks
Liquid asset buffer – update of the page 271 of the 2015 Registration document
Liquid asset buffer (in EUR bn)

160

53

159

144

140

CENTRAL BANK
DEPOSITS(1)

49
41
48

75

32

146

82

28

51

HIGH QUALITY
LIQUID ASSET
SECURITIES(2)

79

24

75

79

17

16

Liquidity Coverage Ratio at 132% on average in Q1 15
(1) Excluding mandatory reserves
(2) Unencumbered, net of haircuts

CENTRAL BANK
ELIGIBLE ASSETS(2)

8 Securitisation
Correction of the table 55 on page 243 of the 2015 Registration document
Banking Book
In M EUR

31.12.2014
Exposure at Default (EAD) ( 1)

Risk Weight band

Capital requirem ents

Securitisation

ReSecuritisation

Securitisation

ReSecuritisation

6 to 10%

610

0

4

0

12 to 18%

853

0

8

0

20 to 35%

195

2

5

0

40 to 75%

96

578

6

4

100%

29

353

2

1
13

150 to 250%

0

387

0

>250 and <425%

0

0

0

0

>425% and <850%

9

0

5

0

RBA m ethod

1 793

1 320

30

18

IAA method

10 421

0

77

0

593

0

5

0

Supervisory Formula Approach
1250%/Capital deductions

162

793

32

46

12 969

2 113

144

64

100% w eighting

0

0

0

0

RBA approach

0

0

0

0

Transparency method

47

0

30

0

Total IRB approach

Total standardised approach
Total banking book

47

0

30

0

13 016

2 113

174

64

(1) 1250%-weighted EAD, Re-securitisation EAD and EAD in RBA method correspond exclusively to fully impaired positions display
here gross for 1985 MEUR

9 Legal risks (update of the 2015 Registration document pages 281 to
283)
•

Societe Generale, along with numerous other banks, financial institutions, and brokers, is subject to
investigations in the United States by the Internal Revenue Service, the Securities and Exchange
Commission, the Antitrust Division of the Department of Justice, and the attorneys general of several
states for alleged non-compliance with various laws and regulations relating to their conduct in the
provision to governmental entities of Guaranteed Investment Contracts (GICs) and related products in
connection with the issuance of tax-exempt municipal bonds. Societe Generale is cooperating fully
with the investigating authorities.
Several lawsuits were initiated in US courts in 2008 against Societe Generale and numerous other
banks, financial institutions, and brokers, alleging violation of US antitrust laws in connection with the
bidding and sale of GICs and derivatives to municipalities. These lawsuits were consolidated in the US
District Court for the Southern District of New York in Manhattan. Some of these lawsuits are
proceeding under a consolidated class action complaint. In April 2009, the court granted the
defendants’ joint motion to dismiss the consolidated class action complaint against Societe Generale
and all the other defendants except three. A second consolidated and amended class action complaint
was filed in June 2009. Societe Generale’s motion to dismiss the second consolidated and amended
class action complaint was denied and the proceeding is continuing as to Societe Generale and
numerous other providers and brokers. The class plaintiffs filed a third amended class action
complaint in March 2013. In addition, there are other actions that are proceeding separately from the
consolidated class action complaint, including another purported class action under the US antitrust
laws and California state law as well as lawsuits brought by individual local governmental agencies.
Motions to dismiss the complaints in these related proceedings have been denied in their entirety or in
part, and discovery is now proceeding.

•

In the early 2000s, the French banking industry decided to transition to a new digital system in order to
streamline cheque clearing.
To support this reform (known as EIC – Echange d’Images Chèques) which has contributed to the
improvement of cheque payment security and to the fight against fraud, the banks established several
interbank fees (including the CEIC which was abolished in 2007). These fees were implemented under
the aegis of the banking sector supervisory authorities, and to the knowledge of the public authorities.
On 20th September 2010, after several years of investigation, the French competition authority
considered that the joint implementation and setting of the amount of the CEIC and of two additional
fees for “related services” were in breach of competition law. The authority fined all the participants to
the agreement (including the Banque de France) a total of nearly EUR 385 million. Societe Generale
was ordered to pay a fine of EUR 53.5 million and Crédit du Nord, its affiliate, a fine of EUR 7 million.
rd

However, in its 23 February 2012 order, the French Court of Appeal, to which the matter was referred
by all the banks involved except Banque de France, upheld the absence of any competition law
infringement, allowing the banks to recoup the fines paid. On 14 April 2015, the Supreme Court
quashed and annulled the Court of Appeal decision on the ground that the latter did not examine the
arguments of two third-parties who voluntary intervened in the proceedings. The case will be heard
again by the Court of Appeal before which the case was remanded.
•

Societe Generale Private Banking (Suisse), along with several other financial institutions, has been
named as a defendant in a putative class action that is pending in the US District Court for the
Northern District of Texas. The plaintiffs seek to represent a class of individuals who were customers
of Stanford International Bank Ltd. (“SIBL”), with money on deposit at SIBL and/or holding Certificates
of Deposit issued by SIBL as of 16th February 2009. The plaintiffs allege that they suffered losses as a
result of fraudulent activity at SIBL and the Stanford Financial Group or related entities, and that the
defendants bear some responsibility for those alleged losses. The plaintiffs further seek to recoup
payments made through or to the defendants on behalf of SIBL or related entities on the basis that

they are alleged to have been fraudulent transfers. The Stanford Investors Committee was permitted
to intervene and filed a complaint against Societe Generale Private Banking (Suisse) and the other
defendants seeking similar relief.
Societe Generale Private Banking (Suisse)’s motion to dismiss these claims on grounds of lack of
jurisdiction was denied by the court by order filed 5th June 2014. Societe Generale Private Banking
(Suisse) sought reconsideration of the court’s jurisdictional ruling, which the court ultimately denied.
On 21 April 2015, the court permitted the substantial majority of the claims brought by the plaintiffs
investors and the Stanford Investors Committee to proceed.
Connected with the allegations in this class action, SG Private Banking (Suisse) and Societe Generale
have also received requests for documents and other information from the US Department of Justice.
Societe Generale Private Banking (Suisse) and Societe Generale are cooperating with the US
Department of Justice.
•

Among the civil actions related to the IBOR rates brought against the Bank, Societe Generale along
with other financial institutions, was named as a defendant in a fourth putative class action in the
United Strate District Court in Manhattan in connection with its involvement in the setting of US Dollar
LIBOR. This action alleged violations of California law and common law fraud and was brought on
behalf of United States residents who purchased US Dollar LIBOR-based adjustable rate mortgages.
Plaintiffs dismissed Societe Generale from this fourth putative class action on 5 March 2015

10 Pillar 3 report tables index
No.

Title

1

Difference between accounting scope and prudential reporting scope

163

2

Reconciliation of the consolidated balance sheet and the accounting balance

163

3

Subsidiaries outside the prudential reporting scope

165

4

Total amount of debt instruments eligible for Tier 1 equity

166

28

5

Changes in debt instruments eligible for the solvency capital requirements

167

28

6

Regulatory capital and CRR/CRD4 solvency ratios - fully loaded

168

28 - 29

6a

Regulatory own funds and CRR/CRD4 solvency ratios (details of table 6)

174 - 175

6b

Transitional own funds disclosure template

176 - 179

6c

Capital instruments main features

180 - 197

7

Regulatory capital flows - fully loaded

169

8

Fully loaded deductions and regulatory adjustments under CRR/CRD4

169

9

Group capital requirements and risk-weighted assets

170

10

CRR/CRD4 risk-weighted assets at end-December 2014

171

11

Key subsidiaries’ contribution to the Group’s risk-weighted assets

172

12

Summary of the leverage ratio and transition of the accounting balance sheet to

173

13

Breakdown of EAD by the Basel method

203

14

Scope of application of the IRB and standard approaches for the Group

203

15

Societe Generale’s internal rating scale and corresponding scales of rating

16

Wholesale clients - models and principal characteristics of models

205

17

Comparison of estimated PD values and actual values – wholesale clients

206

18

Comparison of estimated LGD values and actual values – wholesale clients

206

19

Retail clients - models and principal characteristics of models

207

20

Comparison of estimated PD values and actual values – retail clients

208

21

Comparison of estimated LGD values and actual values – retail clients

208

22

Doubtful loans coverage ratio

213

23

Exposure class

214

24

Credit risk exposure, exposure at default (EAD) and risk-weighted assets (RWA)

215

25

Retail credit risk exposure, exposure at default (EAD) and risk-weighted assets

216

26

Credit and counterparty risk exposure by approach and exposure class

217

27

Credit and counterparty exposure at default (EAD) by approach and exposure

218

28

On and off-balance sheet personal guarantees (including credit derivatives) and

218

29

Corporate credit exposure at default (EAD) by industry sector

219

30

Exposure at default (EAD) by geographic region and main countries and by

31

Retail exposure at default (EAD) by geographic region and main countries

222

32

Under the IRB approach for non-retail customers: credit risk exposure by residual

223

33

Under the IRB approach: credit risk exposure by exposure class and internal

Page Addendum

30, 32

28 - 29

204 - 242

220 - 221

224 - 225

31

No.

Title

Page Addendum

34

Under the IRB approach for retail customers: credit risk exposure by exposure

226

35

Under the standard approach: credit risk exposure by exposure class and external

228

36

Counterparty risk exposure by exposure class

229

37

Counterparty risk exposure at default (EAD) by geographic region and main

229

38

Under the IRB approach: counterparty risk exposure at default (EAD) by internal

230

39

Breakdown of unimpaired past due exposures by exposure class

230

40

Impaired on-balance sheet exposures and impairments by exposure class and

230

41

Impaired on-balance sheet exposures and impairments by approach and by

231

42

Impaired on-balance sheet exposures by industry sector

232

43

Under the IRB approach: expected losses (EL) on a one-year horizon by exposure
st

232

44

Aggregate amounts of exposures securitised by the Group at 31 December 2014

235

45

Amounts past due or impaired within the exposures securitised by the Group, by

236

46

Assets awaiting securitisation

237

47

Aggregate amounts of securitised exposures retained or purchased in the banking

238

48

Aggregate amounts of securitised exposures retained or purchased in the trading

239

49

Aggregate amounts of securitised exposures retained or purchased by region in

239

50

Quality of securitisation positions retained or purchased

51

Aggregate amounts of securitised exposures retained or purchased in the banking

243

52

Aggregate amounts of securitised exposures retained or purchased in the banking

244

53

Aggregate amounts of securitised exposures retained or purchased in the trading

245

54

Regulatory capital requirements for securitisations held or acquired in the trading

246

55

Securitisation exposures deducted from capital by exposure category

246

56

Capital requirements by risk factor

254

57

Capital requirements by type of market risk

254

58

Measurement of the entities’ sensitivity to a 1% interest rate shift, at 31

262

59

Interest rate gaps by maturity at 31 December 2014

st

263

60

Sensitivity of the Group’s interest margin

263

61

Foreign exchange transactions

264

62

Sensitivity of the Common Equity Tier 1 ratio of the Group to a change of 10% of

264

63

Banking Book Equity Investments and Holdings

285

64

Net gains and losses on banking book equities and holdings

285

65

Capital requirements related to banking book equities and holdings

286

240 - 241

st

st

