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AIXIF

This Universal Registration Document was filed on 17 March 2020 with the French Financial Markets Authority (AMF), as the
competent authority under Regulation (EU) 2017/1129, without prior approval in accordance with Article 9 of the regulation.

The Universal Registration Document can be used when securities are offered to the public or for their admission to trading
on a regulated market if it is completed by a note on the securities and, if applicable, a summary and all of the amendments
made to the Universal Registration Document. The complete document has been approved by the AMF in accordance with
Regulation (EU) 2017/1129.

The English language of this report is a free translation from the original, which was prepared in French. All possible care has been taken to
ensure that this translation is an accurate presentation of the original. However, in all matters of interpreation, views or opinion expressed in
the original language version of the document in French take precedence over the translation.

Pursuant to Article 28 of EC n° 809/2004 of 29 April 2004, the following documents have been incorporated by reference into this Universal
Registration Document:

» the consolidated financial statements for the financial year ended 31 December 2018, together with the related statutory auditors'

report, presented respectively on pages 178-185 and 279-281 of 2018 Regsitration Document No. D.19-0152 registered with the French
Financial Markets Authority on 14 March 2019

the consolidated financial statements for the financial year ended 31 December 2017, together with the related statutory auditors'
report, presented respectively on pages 158-162 and 223-225 of 2017 Registration Document No. D.18-0143 registered with the French
Financial Markets Authority on 16 March 2018.

These documents are available at the Company's registered office at 115, rue de Seévres, 75275 Paris Cedex 06, as well as on its website
www.labanquepostale.com.

La Banque Postale = 2019 Universal Registration Document 3




INTRODUCTION

Company name and trading name

The name of the Company is: “La Banque Postale”, herein referred to as La Banque Postale

Legal form - Applicable legislation

Limited company (société anonyme) with an Executive Board and a Supervisory Board

The Company is governed by current laws and regulations, and specifically by:

» The provisions of the French Commercial Code regarding commercial companies;

» The provisions of the French Monetary and Financial Code regarding credit institutions;

> The provisions of law no. 2005-516 of 20 May 2005 regarding the regularisation of postal activities;

» The provisions of order no. 2014-948 of 20 August 2014 regarding governance and transactions involving the share capital of companies

with public shareholdings.
Place of registration and registration number - Date of incorporation - Country of origin

The Company was registered with the Paris Trade and Companies Registry under number 421 100 645 on 10 December 1998
Country of origin: France
Legal entity identifier (LEI) : 96950066 U5XAAIRCPAT8

Amount of the share capital

The share capital is set at six billion five hundred and eighty-five million three hundred and fifty thousand two hundred and eighteen euros
(€6,585,350,218). It is divided into eighty million three hundred and nine thousand one hundred and forty-nine (80,309,149) fully paid-up
shares of a single class.

Duration of the company

The duration of the Company is 99 years from the date of its registration with the Trade and Companies Registry (i.e. 10 December 1998),
except in the event of dissolution or extension as decided by an Extraordinary General Meeting.

Registered office

The registered office is located at 115 rue de Sevres - 75275 Paris Cedex 06, France.
The telephone number for the registered office is +33(0) 1 57 75 60 00.

4 La Banque Postale 2019 Universal Registration Document www.labanquepostale.com
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PRESENTATION OF LA BANQUE POSTALE GROUP

GENERAL PRESENTATION OF THE GROUP

1.1

La Banque Postale, a limited company with Executive and
Supervisory Boards, is the parent company of La Banque Postale
Group.

La Banque Postale Group’s business is organised around three
areas of expertise:

> Retail Banking: offering banking products and services to
private individuals, professionals, corporate customers, social
economy actors and local authorities;

» Insurance: life insurance via CNP Assurances and personal risk
insurance, property and health insurance through
La Banque Postale’s insurance subsidiaries;

> Asset Management, carried out through the asset management
subsidiaries which provide savings and investment products to
individual customers and legal entities.

1.1.1  Group shareholding structure

GENERAL PRESENTATION OF THE GROUP

La Banque Postale has developed along the lines of a
multi-stakeholder model with the strong trust, accessibility and
proximity values of the La Banque Postale Group and benefiting
from a unique and original positioning in the French market. Thus,
La Banque Postale’s commercial strategy focuses on simple and
affordable products suited to the needs of its customers.

Le Groupe La Poste owns all of La Banque Postale’s equity capital
and voting rights, except for one share held by the Chairman of the
Supervisory Board. There are no employee shareholders.

Article 1 of law no.2010-123 of 9 February 2010 stipulates that
La Poste’s share capital shall be held by the French State and by
other government bodies, except for any capital that may be held
under employee ownership schemes.

Following the completion of the project to create a major public
financial unit, Le Groupe La Poste is now majority held by the
Caisse des dépots (66%) and by the French government (34%).

1.1.2  Shareholder relations

FRENCH STATE

34%[

LE GROUPE ‘
LA POSTE

) 100%

CAISSE
DES DEPOTS

66%

\ ; LA BANQUE
100% POSTALE

La Banque Postale, a fully-owned subsidiary
of the La Poste Group

Pursuant to Article 16 of law no. 2005-516 of 20 May 2005, and to its
enactment decree of 30 August 2005, La Poste, an industrial and
commercial public company (EPIC), transferred all the assets, rights
and obligations relating to its financial services to
La Banque Postale, with effect from 31 December 2005. Equity
interests were included in the transfer, with the exception, where
appropriate, of those required by La Poste for its directly-managed
businesses. As a result of these transactions, La Poste holds all of
the capital of La Banque Postale (except for one share lent to the
Chairman of the Supervisory Board). The aforementioned Article 16
expressly provides that La Poste must own a majority interest in the
capital of its subsidiary. There are no employee shareholders.

The relationship between La Poste and La Banque Postale is very
close. It operates both at the governance and management body
level, and in the companies’ industrial and commercial dealings. As
aresult, the Executive Board Chairman of La Banque Postale is also
Executive Vice-President of La Poste and a member of its Executive
Committee. The Chairman of La Poste is also the Chairman of the
Supervisory Board of La Banque Postale.

La Poste is La Banque Postale’s main service provider: it provides
La Banque Postale with staff who act “in the name of and on behalf
of” LaBanque Postale. Various agreements have been reached

6 La Banque Postale 2019 Universal Registration Document

between LaPoste and LaBanque Postale in this respect, and
pursuant to Article 16 of law no. 2005-516 of 20 May 2005.

As a subsidiary of La Poste Group, La Banque Postale must obtain
prior authorisation from the Board of Directors of La Poste to carry
out certain transactions such as acquisitions, equity investments,
asset disposals, strategic partnership transactions, and other
significant investments and divestments. La Banque Postale must
request prior authorisation for any borrowing which has a
significant impact on the consolidated balance sheet of the
La Poste Group. Lastly, LaBanquePostale is LaPoste’s main
banker.

The Agence des Participations de I'Etat (APE) representing the
State, the Groupe La Poste’s major shareholder is also involved in
the governance of LaBanquePostale via its presence on
La Banque Postale’s Supervisory Board.

Successor to the banking accessibility mission
entrusted to La Poste

The Legislator has entrusted La Poste with a public interest role to
ensure banking accessibility to banking, including support for the
Livret A account. This is one of the four public service and genera
interest missions entrusted to La Poste by the law of 2 July 1990
(amended by the law of 9 February 2010). The French Monetary and
Financial Code also stipulates that “in the banking, financial and

www.labanquepostale.com



insurance fields, LaPoste shall offer products and services as
widely as possible, particularly the Livret A accounts”. La Poste
carries out this role via La Banque Postale, its subsidiary, a credit
institution.

The Law on the Modernisation of the Economy dated 4 August,
2008 generalised the distribution of the Livret A regulated savings
accounts to all banks as from 1 January 2009. However, the law set
out specific obligations for LaBanque Postale in terms of the
distribution and operation of the Livret A in respect of its banking
accessibility mission:  The obligations, formalised in two

1.1.3  Changes in the share capital

PRESENTATION OF LA BANQUE POSTALE GROUP
GENERAL PRESENTATION OF THE GROUP

agreements  binding  the  government, LaPoste and

La Banque Postale are provided in a special section of this

Universal Registration Document (see 7.5.2 Banking accessibility 1
mission).

The public service mission, which benefits many people have
difficulty accessing or using traditional banking services receives
financial compensation from the Caisse des dépdts savings fund.
The principle of the compensation is provided for in the law and
the multiyear amount (currently the 2015-2020 period) was
approved by the European Commission under the State aid regime.

The capital was increased to €4,631,654,325 in May 2019, following a capital increase via the conversion of convertible bonds.

Following the capital increase related to the full consolidation of CNP Assurances competed on 4 March 2020, the share capital of

La Banque Postale is now €6,585,350,218.

2015 2016 2017 2018 2019 04.03.2020
Number of shares 35,186,153 35,186,153 35,186,153 35,186,153 40,275,255 80,309,149
Share capital (in euros) 4,046,407,595  4,046,407,595  4,046,407,595 4,046,407,595 4,631,654,325 6,585,350,218
La Poste holding 100%" 100%" 100%" 100%"” 100%"” 100%"”

(1) With the exception of one-share loans to members of the Supervisory Board.

(2)  With the exception of a one-share loan to the Chairman of the Supervisory Board.

The shares that make up the share capital have not been pledged.

1.1.4  Dividend policy

The dividend distribution policy is set by agreement with the shareholder, and is decided by the General Meeting, on the Executive Board’s

recommendation.
The dividends distributed are as follows:

2015

2016 2017 2018 2019

Distribution (in € millions)

312 344 327 351

La Banque Postale = 2019 Universal Registration Document !



PRESENTATION OF LA BANQUE POSTALE GROUP

GENERAL PRESENTATION OF THE GROUP

1.1.5 History

Announcement of the
buyout of Groupama’s
35% holding in La
Banque Postale

BPE Banking License for Assurances IARD
acquisition Ma French Bank :
La Banque Public Gooaeed
Postale sector acquisition
Prévoyance financing .
. : 1 30 August 1 March 22 July :
: : : 2018 2019 2019 :
LABANQUE 2006 : 2008 2010 2012 : 2014 2017 : : ‘;
) — — — m— ) m— —.—.—.—.» LA
. BANQUE
POSTALE : 2007 2009 : 2011 2013 2015 : 2018 : 2019 : 4 June ¢ 19 December JelayNS
: : : : : S2019 P 2019
La Banque Consumer Corporate Home ciB Announcement Launch of
Postale finance lending loans start-up of the project Ma French Bank
: : . for the creation : to the public
. c o f the large o
Property Ecole de la ot %€ Buyout of Société
: and casualty Banque et : public financial ~Genarales 35%
- insurance du Réseau . group holding in La
Acquisition of KissKissBankBank Bangue Postale
EasyBourse, an acquisition Financement
online brokerage
platform
Development of Development of Completion of project for the creation

Insurance business Lending business

La Banque Postale was created on 31 December 2005, via the legal
transformation of Efiposte, an investment company established in
2000 to provide financial management for the demand deposit
outstandings of La Poste, which also wanted to establish a banking
subsidiary able to carry all customer deposits and loans in its
balance sheet. Pursuant to Article 16 of aforementioned law
no.2005-516 of 20 May 2005, and to its enactment decree of
30 August 2005, LaPoste, in the form of an industrial and
commercial public company (EPIC), transferred all the assets, rights
and obligations relating to its financial services to
La Banque Postale, with effect from 31 December 2005. Equity
interests were included in the transfer, with the exception, where
appropriate, of those required by La Poste for its directly managed
businesses. As a result of these transactions, La Poste holds all of
the capital of La Banque Postale (except for one share lent to the
Chairman of the Supervisory Board).

The “postal” law of 1990, revised in 2010, entrusted La Poste with
four public service missions including banking accessibility,
implemented by its subsidiary, La Banque Postale. In application of
Article L. 518-25-1 of the French Monetary and Financial Code, this
mission is framed and described by two agreements signed with
the State: the enterprise agreement between the State and
La Poste (2018-2022) and the agreement between the State and La
Banque Postale (2015-2020). As a result, La Banque Postale:

» is required to open a Livret A savings account free of charge for
anyone who makes a request, according to the “universality”
principle;

» authorises the domiciliation of payment transactions to Livret A
accounts relating to social security benefits and to civil servants’
pensions, as well as direct debits relating to the payment of
taxes and duties, water, gas, and electricity bills, and subsidised
housing rents;

» authorises withdrawals and deposits from and to the Livret A
starting at €1.50.

8 La Banque Postale 2019 Universal Registration Document

of the large public financial group

Since its creation, and in line with its certification,
La Banque Postale has extended its product line to home loans
with no prior savings requirement (in 2006), to consumer loans (in
2007), to property and casualty insurance (in 2009), to financing
products and services for legal entities (in 2011) and to financing
products for local authorities (in 2012).

Since this date, La Banque Postale has offered the full range of
Retail Banking products and services, and is continuing its
development via new acquisitions and the implementation or
strengthening of partnerships.

In 2017, La Banque Postale rounded out its universal banking offer
by creating a corporate and investment bank, which brings
together all activities associated with financial markets, structured
financing and asset and project financing transactions.

In August 2018, a project for the creation of a major public financial
unit was announced by the Ministry of the Economy and Finance to
strengthen the cohesion between regions and fight against the
regional divide thanks to the competences of La Banque Postale,
Bpifrance and Caisse des dépdts. New milestones for the creation
of a major public financial unit were reached in 2019. Following
completion of the transaction, ie. since 4 March 2020,
LaBanque Postale is now the major shareholder of
CNP Assurances, with 62.13% of the capital.

In March 2019, La Banque Postale acquired Société Générale’s 35%
stake in Banque Postale Financement, La Banque Postale is now
the sole shareholder of the subsidiary and is pursuing an
innovation strategy to meet the new consumption and growth
habits of the business, for the benefit of its customers, and of the
customers of Ma French Bank, its mobile bank.

In June 2019, La Banque Postale and Groupe BPCE announced a
project to merge the primarily insurance-related euro fixed-income
management activities of Ostrum Asset Management and LBPAM
on a shared platform. The purpose of the project is to create a
leading insurance product manager in Europe which is entirely
compliant with socially responsible investment (SRI) principles. In

www.labanquepostale.com



PRESENTATION OF LA BANQUE POSTALE GROUP
GENERAL PRESENTATION OF THE GROUP

December 2019, La Banque Postale and Groupe BPCE completed a legal protection insurance and assistance. The transaction should
significant step of the project by defining its main principles and be completed during the first half of 2020.

procedures. The transaction should be completed during the 5019 also saw the continuation of LaBanque Postale’s digital

second half of 2020. strategy with several commercial initiatives and developments.
In December 2019, La Banque Postale and Groupama announced La Banque Postale launched “Ma French Bank” the 100% digital
the signature of a non-binding MoU for the acquisition of bank on sale in over 2,000 post offices. La Banque Postale also
Groupama’s holding in LaBanque Postale Assurances IARD by created the platform58 incubator to host start-ups specialised in
La Banque Postale and the continuation of their cooperation in fintech and assurtech.

1.1.6  Group organisation

ORGANISATIONAL CHART AS AT 31 DEC. 2019 A EE R XL LT Ll it

RETAIL ] INSURANCE : Option d’achat
95% FCT ELISE 2012 0.03% el 2.01%
BANKING ’ -’ _ 5 -!: SUFFREN RE | ]
99.97% . e
100% f=p [ sCI ST ROMAIN 36.25%
50.02% [f=p SOPASSURE ) | CNP ASSURANCES
99.94% (=l CRSF DOM s1% = LBP .
o ASSURANCE SANTE
100% = [ CRSF METROPOLE 6590 L8P
ASSURANCES IARD
100% |mssl) ['LBP LEASING
SPACTORNG ] 100% k| en'AssURANCES
20% 0 emmmmm-e- B
1 SOLFIZ © 50% [ o
50% ittt : D PREVOYANCE
an [
LBP 9
HOME LOAN SFH
MANAGEMENT 69.89% TOCQUEVILLE S TOCQUEVILLE
5 o FINANCE HOLDING FINANCE SA
9 P o
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5% ol 107 =} [L8P DUTCH MORTGAGE B LR T .
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'
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The organisational chart shown does not include entities to be sold or non-consolidated entities in which the holding is below a 1%
threshold.
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PRESENTATION OF LA BANQUE POSTALE GROUP

GENERAL PRESENTATION OF THE GROUP

1.1.7  Organisational structure

The La Banque Postale organisation includes:

> LaBanque Postale, the parent company to which the activities
of La Poste’s Financial Services were transferred. This is the core
of the Retail Banking business and it directly holds the most
recent acquisitions;

» SF2, a holding with 24 subsidiaries and equity interests (with the
exception of entities held directly) created during the time of
LaPoste’s  Financial ~ Services and  acquired by
La Banque Postale at its creation in 2005. At that time, SF2 held
most of the Insurance and Asset Management subsidiaries.

Operational relations with the La Poste Group

Wholly owned by La Poste, La Banque Postale is both a customer
(for mail, parcel, network and other services) and a supplier (as its
principal bank) of the Group. La Poste plays the role of service
provider, supplying staff who act “in the name of and on behalf of”
La Banque Postale.

Relations between La Banque Postale and La Poste are conducted
within the framework of service agreements as provided for by
Article 16 of law no.2005-516 of 20 May 2005 concerning the
regulation of post office business activities, cited above. This
arrangement comprises a framework agreement that establishes
the general principles and those of responsibility between La Poste
and LaBanque Postale. This agreement has 14 implementing
conventions divided into the following five areas:

» information technology and telecommunications;
» employee support and accommodation;

» counters, ATMs and commercial distribution;
>

controls, risks, compliance, anti-money
combating the financing of terrorism,;

laundering and

» support functions.

(1) Permanent, fixed-term and secondment contracts.

10 1La Banque Postale 2019 Universal Registration Document

La Poste staff used by La Banque Postale implement the Bank’s
policies in its name and on its behalf. These La Poste employees
are authorised to act on the Bank’s behalf, in accordance with
specific rules necessary for conducting banking business, and they
primarily exercise the back and middle-office, IT support and
banking, financial and insurance product sales force functions of
La Banque Postale.

Counter services are provided by the network of post offices of
La Poste and are governed by agreements concerning the type of
transactions to be carried out, their unit rate, the way they are
carried out and the quantitative and qualitative service criteria.

Organisation of La Banque Postale

La Banque Postale is, therefore, organised as follows:

> its own resources, those of its subsidiaries and of its strategic
holdings. La Banque Postale’s subsidiaries include BPE private
banking and the crowdfunding specialist KissKissBankBank. It
can also be a co-shareholder in joint companies such as the
electronic money specialist Transactis held in partnership with
Société Générale;

» resources provided by Le Groupe La Poste, notably its network
of post offices, banking advisors and customer representatives.

In all, nearly 28,200employees work for and on behalf of
La Banque Postale!”. For more details about the employee data,
please refer to the “Social Indicators” section of Chapter6
“Corporate Social Responsibility”.

www.labanquepostale.com



PRESENTATION OF LA BANQUE POSTALE GROUP
KEY FIGURES

1.2 KEY FIGURES

10.5 354,000 17,100

MILLION ACTIVE LEGAL AND LOCAL PUBLIC POINTS
INDIVIDUAL CUSTOMERS ® ENTITY CUSTOMERS OF CONTACT

(1) According to the new segmentation applied in 2019, active individual customers correspond to “Core Clientele” individual customers, including equipped
committed and non-committed customers. The concept of commitment is tied to the domiciliation of income, the concept of equipment and the holding
of several product families.

1.2.1  consolidated results

(in € millions; reported data) 2015 2016 2017 2018 2019
Net Banking Income 5,745 5,602 5,687 5,570 5,647
Operating expenses" 4,693 4,587 4,619 4615 4,692
Gross operating income 1,052 1,015 1,068 955 955
Cost of risk 181 181 192 183 178
Net income, Group share 707 694 764 726 780
Cost-to-income ratio? 82.1% 82.4% 81.8% 83.4% 83.8%

(1) Operating expenses = general operating expenses + net depreciation, amortisation and impairments of tangible and intangible assets.
(2)  Cost-to-income ratio = operating expenses/(net banking income - doubtful interest).

1.2.2  Business line contributions to net banking income (NBI) and net income,
Group share

The breakdown of netincome, Group share includes the contribution of CNP Assurances to the Insurance business income.

NBI BY BUSINESS LINE NET INCOME, GROUP SHARE BY BUSINESS LINE

4% 3%

\|

5%

49%
46%

93%

W Retail Banking

M Insurance B Retail Banking
I Asset Management M Insurance

0 Asset Management
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PRESENTATION OF LA BANQUE POSTALE GROUP
KEY FIGURES

1.2.3  Business activity

(in €billions; reported data) 2015 2016 2017 2018 2019
TOTAL OF THE IFRS BALANCE SHEET 219 230 231 245 272
OUTSTANDING DEPOSITS & AND CUSTOMER CREDIT OUTSTANDING HOME LOANS

(IN € BILLION) AND LOAN-TO-DEPOSIT RATIO (%)

(IN € BILLION)

119
106 111 107

kb b

2015 2016 2017 2018 2019

W Customer Deposits (€bn)
M Customer Loans (€bn)
Loan-to-Deposit ratio

1.2.4  Financial structure

75.8 s 232
69.2 132 :

2015 2016 2017 2018 2019

M Home Loans Business Loans

M Consumer Loans M Loans to the local public sector

W Personal Loans

La Banque Postale Group presents solid solvency ratios.

SOLVENCY RATIOS (%)

12.75% Total Capital
Ratio requirement

9.25% CET1 Ratio
requirement

2017 2018 2019

I Total Capital Ratio

M Tier 1 Ratio (T1)

B Common Equity Tier 1 Ratio (CET1)
---- SREP requirements

The SREP requirements do not take into account the 0.25% countercyclical capital buffer for exposures in France, applicable since

1 July 2019 and which will be increased to 0.50% starting on 2 April 2020.

(1) Customer deposits exclude savings assets centralised at CDC.
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1.2.5 Ratings

La Banque Postale enjoyed good credit ratings at 31 December Rating agencies confirmed the short- and long-term credit ratings
2019, reflecting its financial strength and its rigorous risk of La Banque Postale in 2019 which are, respectively, A-/F1 for Fitch

management: with a Stable outlook and A/A-1 for S&P with a Positive outlook.
Standard & Poor’s Fitch

Long-term ratings A A-

Outlook Positive Stable

Date updated 18 December 2019 10 October 2019

Short-term rating A-1 F1
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1.3

Since its creation in 2006, La Banque Postale has gradually grown
into a bank and insurance company offering a complete line of
products and services, in accordance with its civic values and
unique purpose, to all types of customers in France.

With its 2014-2020 development plan "Osons créer la banque de
demain" ("Let’s create the bank of tomorrow"), La Banque Postale
initiated its transformation to better serve its customers, partners
and employees.

1.3.1

STRATEGY AND OUTLOOK

The new 2021-2030 development plan currently being prepared will
have to meet structural and economic challenges which include
ongoing low interest rates, new customer expectations and the
emergence of new competitors on the periphery of the financial
sector.

The creation of a major public financial unit for the regions was
announced in August 2018. It includes La Banque Postale’s merger
with CNP Assurances and will enable the creation of a major
integrated bancassurance group.

The objectives of the 2020 development plan

La Banque Postale’s development plan prioritises commercial
development for all types of customers, whether individuals or
legal entities, while consolidating the development of the Asset
Management and Insurance units which underpin its diversification
strategy.

Accelerate business development in the Retail
Banking market

In the Retail Banking market, the major development focus is on:

» winning and retaining the loyalty of young customers. Attractive
commercial terms for products, responsiveness to suggestions
and the quality of customer relations are the keys to attracting
and retaining the loyalty of young customers. Specific offers and
commercial guidance are provided to them;

» building life solutions for seniors. The societal challenge
presented by an ageing population and the management of
dependency has led LaBanquePostale to provide new
solutions (dependency insurance, etc.) and to support its senior
customers while taking the financial situation of each individual
into account;

> accelerating the development of wealth banking, relying on an
expanded sales structure, a full range of services and a suitable
organisation. The creation of a wealth management unit at La
Banque Postale with the merger of La Banque Postale Gestion
Privée and BPE in 2015 illustrates the desire to accelerate its
expansion in the high-net-worth customer segment, primarily in
the areas of wealth and tax engineering and tailored
management. The wealth management services offer is growing
thanks to the support of LaBanque Postale Group’s entities
specialising in asset management, insurance and personal
protection;

» offering financially vulnerable customers tailored solutions
and continuing its long-term General Interest Mission - banking
accessibility. La Banque Postale is pursuing its commitment to
banking solutions for vulnerable customers, in particular
through the Livret A regulated savings account, but also through
banking and budget support and support for budgetary and
financial education.

La Poste Network’s banking priority has been materialised through
the introduction of shared sales teams for La Banque Postale and
La Poste Network. The gradual expansion and development of
Network stakeholders’ responsibilities allows them to devote
themselves entirely to developing banking activities for private
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customers and to take quick and high-quality commercial
decisions, in close proximity to customers.

Continuing to build the bank for businesses
and the territories

Craftspeople, large companies, shopkeepers, associations, mutual
insurance bodies, hospitals, social housing organisations, local
authorities, etc. all contribute at their own level to life and
prosperity in the territories by fostering their local presence with
their customers, their members and citizens.

Using its nationwide network, La Banque Postale is supporting the
projects of all of these stakeholders and guiding them in the
banking management of their activities. It intends to increase its
expertise for the benefit of stakeholders in the economy, building
on its banking expertise, combined with its knowledge of local
issues and its public service values. In order to propose offers
suited to every customer’s requirements, La Banque Postale relies
in particular on its Corporate and Territorial Development
Department, whose commercial activity is organised to allow it to
be as close as possible to customers.

This work is focused on:

» conquering the professionals market: LaBanque Postale is
deploying its Banque des pros programme, which aims to
provide professionals (craftspeople, VSEs, shopkeepers, etc.)
with  the  most  appropriate  solutions.  Although
La Banque Postale is positioning itself in this market as a
challenger to the leading banking groups that dominate it, it is
able to build on its historical and local relationship with
professionals who are often customers on a personal basis;

» consolidating positions in the local public sector: in 2018, after
six years of supporting the territories (regions, departments,
local authorities, consortia, municipalities, etc.),
La Banque Postale is, and intends to continue to be, the
benchmark bank for the local public sector and the leading
lending bank on this market;

» developing large corporate and institutional customer
accounts: LaBanque Postale is gradually consolidating its
position with companies as a recognised stakeholder in cash
flow and cash management banking and offers a
comprehensive range of banking products and services in the
areas of cash flow management, asset management, market
products and financing.

www.labanquepostale.com



This position was strengthened further with the creation of a
Corporate and Investment Banking (CIB) Division in 2018. The CIB
supports the profitable growth goals of the Retail Banking business
with a range of market and financing products and services which
meet the expectations of customers and reflect the values of
La Banque Postale. It introduces a bank-corporate relationship

1.3.2

PRESENTATION OF LA BANQUE POSTALE GROUP
STRATEGY AND OUTLOOK

based on partnerships and the joint development of solutions, by
making available to large companies and institutions a team of
specialised key account managers entirely dedicated to developing
tailored services in accordance with La Banque Postale’s business
lines and those of its subsidiaries.

The levers of the development plan

This development plan is based on a solid balance sheet and the
planned, gradual integration of an internal La Banque Postale risk
assessment method. Based on better knowledge of customers and
risks, it will allow La Banque Postale to manage and control the
risks related to its activities more effectively. It will be part of the
La Banque Postale’s various management processes, product
pricing, loan granting, collections and the equity capital
management process.

The development plan is also based on the major transformation
programmes intended to serve LaBanque Postale’s commercial
goals. These include:

» the Cap Client 3.0 programme which offers a more ergonomic
and smart workstation that allows advisors to use more fluid
banking applications and processes in order to better prepare
for their interviews, refine their business cases, provide the best
recommendations at the right time for their customers and, as a
result, improve sales efficiency at all levels of the banking
relationship;

» the Excello programme which enabled the transformation of
Financial Centre activities (La Banque Postale’s remote front
office, and middle and back offices) in order to increase the
effectiveness of the Financial Centres (professionalisation,
development and specialisation of teams; streamlining of
processes; development of tools for greater flexibility, efficiency
and productivity);

» the Concerto programme is also a major renovation programme
for all of the “core banking” information systems. Among other
things, it has enabled the servicing of the development needs of
La Banque Postale’s business customers by providing modern
processing chains for the main banking transactions (holding of
company accounts, loans, flexible pricing, etc.). It also enables
La Banque Postale to position itself as an integrator for new
retail and bank producer networks. The last steps, expected in
2020-2022 consist of sophisticated  business account
management functionality;

» the Excellence 2020 re-engineering of La Banque Postale’s main
processes capitalises on the three programmes above. Given
the goals of resolving customer problems during the first
contact and of strengthening operating effectiveness, most of
the transactions previously only done in Financial Centres have
been moved to the Cap Client workstation. A significant portion
of the transactions have also been provided to customers (for
example, the management of payment methods). With Excello,
non-strategic activities have been outsourced (cheque
processing) or automated. The first significant steps were taken
in 2019 to provide LaBanque Postale’s customers with an
increasingly real-time view on their banking transactions and
accounts. Additional improvements are planned for 2020 and
2021. This transformation reflects a commitment to supporting

and providing information to customers in line with their life
events and needs, by capitalising on digital channels.

The development plan also focuses on identifying future business
activities and training La Banque Postale and La Poste Network
stakeholders in these new business activities. This cross-entity
project led to the creation of the Ecole de la Banque et du Réseau
(EBR) in 2014. It underpins the Group’s strategic and digital
transformation by supporting the career development of the
65,300 employees of Financial Services and LaPoste Network
employees.

This innovative, large-scale training system is intended to provide
La Banque Postale employees with the opportunity to learn more
about the banking business and the skills of tomorrow to better
serve customers. It supports the forward-looking vision of the
Company and innovates via new practices and training content.

In 2019, the EBR provided almost 314,000 training days for
La Banque Postale, Financial Services, and LaPoste Network
employees, and rolled out major courses aimed at all the managers
of the priority banking network and at expanding and delegating
Home Loans for banking advisors and managers.

In order to succeed with its ambitious development plan,
La Banque Postale is activating every lever at its disposal:

> service quality, through the quality of the customer experience
and effective multi-channel management, a lever for customer
satisfaction and loyalty;

» improved effectiveness of La Banque Postale-La Poste Network,
through the development of the Network’s banking culture and
by optimising tools, processes and organisation;

» accelerated digitalisation of the customer experience and of
offerings with, notably, the launch Ma French Bank, a 100%
mobile bank;

» innovation, via the creation of a dedicated ecosystem driven by
the platform58 incubator;

» development of the non-life bancassurance division via
improved management of its business model;

» improved efficiency of the Financial Centres, by building an
agile and successful model around an innovative social model;

» streamlining of head office and support functions and
optimising  of  cross-entity ~ processes  with  other
La Banque Postale entities.

Through all of these actions, La Banque Postale has proven, and
will continue to prove, that by offering its customers a range of
banking and insurance products and services based on simplicity,
accessibility and transparency at the right price, it gives priority to
development in line with changing habits, and that it is entirely
dedicated to customer satisfaction.
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1.3.3

Merger of La Banque Postale with CNP Assurances

The La Banque Postale and CNP Assurances merger was finalised
on 4 March 2020. The Caisse des dépdts and the State each brought
their contributions in CNP Assurances, of 40.87% and 1.11%, to
Groupe LaPoste, which then contributed the securities to
La Banque Postale. La Banque Postale now has a 62.13% holding in
CNP Assurances.

The merger created a top-notch public banking and insurance
group by combining two major players with significant customer
and insured bases. The operation is based on strong historical,
capital and commercial ties:

> Le Groupe La Poste et CNP Assurances have been partners for
several decades and have strengthened their ties over the years;

» LaBanque Postale and CNP Assurances each make a notable
contribution to their respective activities.

The merger drives commercial growth and the improvement of
operational effectiveness via:

» the extension of commercial agreements between
La Banque Postale and CNP Assurances for the long term;

» astrategic realignment of life insurance and lending opening up
new growth opportunities;

» works to improve the operational effectiveness of
CNP Assurances and LaBanque Postale and of the level of
La Banque Postale customers’ ownership of CNP insurance
products;

» over time, CNP Assurances will become the sole insurance
product provider for the La Banque Postale Group.

1.3.4

In addition, the merger will enable:

> the implementation of shared strategic initiatives within the
framework of the partnership between CNP Assurances and
La Banque Postale (notably in the search for convergence in
new technologies and innovation, and the coordinated
digitisation of the customer experience);

» the strengthening of complementarities (the mutually profitable
combination of insurance and banking expertise);

» and the reinforcing of LaBanque Postale’s equity, which is
essential for the future development of our activities.

Nevertheless, the merger will maintain the identity and strategic
pillars of CNP Assurances:

» continuation and development of the open and
multi-stakeholder model (other bank networks/joint and
mutualist world);

» the continued listing of CNP Assurances;

» preservation of management autonomy and of governance in
line with the Afep/Medef Code with independent directors;

» ongoing development of CNPAssurances’ international

presence;

» continuation of CNP Assurances’ financial policy targeting a
high level of solvency;

» capacity to finance the organic development and external
growth goals of CNP Assurances.

La Banque Postale’s digital transformation

Over the past few years, the banking landscape has been deeply
modified by the entry onto the market of new players able to create
original forms of consumption of financial and insurance services.
They offer their clients fully digital tools that are both simple and
intuitive.

Thanks to technological progress in the area of data processing
and buoyed by regulation that has favoured their emergence, these
players have pushed the traditional bank insurers to accelerate
their digital transformation. LaBanque Postale launched this
transformation very early on. The development of digital banking is
one of the levers of its 2014-2020 development plan. The
digitalisation of LaBanque Postale’s processes was already well
under way to adapt its tools to its customers’ new uses. In 2019:

» LaBanque Postale pursued the digitalisation of its services to
meet its customers’ expectations in terms of autonomy and
personalisation. It enables them to benefit from new services
while meeting data security and confidentiality requirements;

> the sales teams have high-performance tools that make it easier
for them to provide advice to customers and monitor their
situation.

La Banque Postale launched Ma French Bank, a 100% mobile bank
for the most digitalised customers on 22 July 2019. Customers can
open a bank account with no resource requirements online or in
2,000 post offices. Ma French Bank enables account management
and transaction viewing in real time. Ma French Bank, a credit
institution approved by the ECB, also provides savings and credit
services with the option of opening a revolving line of credit in real
time. It is based on an open platform and offers many innovative
banking services like crowdfunding with KissKissBankBank. Ma
French Bank is based on the expertise of La Banque Postale, of its
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subsidiaries (consumer loans, insurance and electronic money) and
on those of Groupe La Poste.

In addition, important steps have already been taken to meet
future challenges with:

» acquisitions of fintechs that enhance its range of innovative
services, responding to a real need of customers and sharing
the La Banque Postale’s commitment values: KissKissBankBank
& Coin 2017, Goodeed in 2018;

» partnerships  with ~ “full-digital” players, rounding out
La Banque Postale’s offer: Plussimple.fr in the area of insurance
for professionals, for example;

» platform58, La Banque Postale’s incubator is a start-up support
programme which provides mentors and experts and a place for
innovation and market monitoring which promotes interaction
between start-ups and the partners and employees of
LaBanque Postale  (15start-ups incubated, 4,900 employees
hosted).

This transformation represents a significant human challenge for
La Banque Postale, which it is preparing for by:

» training employees for the arrival of these new technologies in
their daily tasks;

» adapting its human resources policy to take account of the
changes in the banking and insurance businesses and identifying
the talents it will need in the coming years.

The building blocks of this process are substantial human,
technological and financial investments that La Banque Postale
commits to in the aim of providing the best possible quality of
service to its customers.
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PRESENTATION OF LA BANQUE POSTALE GROUP
PRESENTATION OF THE BUSINESS UNITS AND BUSINESS LINE

PRESENTATION OF THE BUSINESS UNITS

The economic and regulatory environment in which La Banque Postale carries out its activities is described in chapters 3 and 4.

1.4.1  Retail Banking

Retail Banking, LaBanque Postale’s long-term business, offers
banking products and services for private individuals.
La Banque Postale also works with companies, the social economy
and the local public sector. It offers its customers a complete and
responsible range of bank and insurance products and services.

In 2019

» Launch of “Ma French Bank” the 100% digital bank on sale
in over 2,000 post offices. Ma French Bank reached
100,000 customers at the end of 2019.

> Launch of the BPE Emeraude multi-asset life insurance
policy insured by CNP Assurances.

> Accelerated marketing of high-end cards with the
implementation of personalised caps.

PRIVATE INDIVIDUAL CUSTOMERS

La Banque Postale offers a complete range of products and
services to private individuals for deposits, payment methods,
savings, loans (home and consumer) and insurance products.

La Banque Postale supports its customers’ projects. Home loans
and consumer loans have increased significantly. Their
outstandings increased by 5.5% and 5.2% over a year, respectively.

It is also active with high-net-worth customers. High-net-worth
customers, which number close to 622,400, trust La Banque Postale
to build, grow and manage their assets.

La Banque Postale renewed and expanded its offering for
customers 16 to 25 with its #TalentBooster offering.

In 2019, La Banque Postale froze banking fees for all customers in
addition to the special measures for financially vulnerable
customers (see box below).

4 ™\
Key figures

10.5 million active individual customers®

9,430 advisors

€5.2 billion in net banking income

€324.1 billion in savings outstandings
€102.4 billion in loan outstandings

» Launch of the new Espace Carte in the mobile app to
manage all payment card services. The offering, which is
the most complete one on the market, received media
recognition.

» Launch  of a  relationship  programme  for
La Banque Postale’s high-net-worth customers, the Pass
Patrimoine, a special value-added advisory services
offering available online and from 1,000 advisors
specialised in wealth management.

Lastly, on 22 July 2019, La Banque Postale launched Ma French
Bank, its 100% digital bank to meet new banking uses. Accounts
can be opened online or in one of the 2,000 post offices selling the
product. Ma French Bank had over 100,000 customers at the end of
2019. This number reflects LaBanque Postale’s goal of
democratising mobile banking throughout the country and of
meeting the needs of a young clientéle seeking a simple and
appealing offering.

4 N\

10.5 million active individual customers®

€61.9 billion in sight deposit outstandings (+6.1%)

€82.7 billion
(+0.8%)

€63.8 billion in home loan outstandings (+5.5%)
€5.2 billion in consumer credit outstandings (+5.2%)

in ordinary savings outstandings

\§ J

(1) According to the new segmentation applied in 2019, active individual customers correspond to “Core Clientele” individual customers, including equipped
committed and non-committed customers. The concept of commitment is tied to the domiciliation of income, the concept of equipment and the holding of

several product families.
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SUPPORT FOR FINANCIALLY VULNERABLE
CUSTOMERS

La Banque Postale supports financially vulnerable customers at all
times. The Observatoire de linclusion bancaire ("Observatory of
Banking Inclusion") counted 3.4 million financially vulnerable
customers at the end of 2018. La Banque Postale provided services
to 1.6 million in 2019, i.e. about half.

THE BANKING ACCESSIBILITY FUNCTION

The legislator entrusted La Poste with four public service missions
including banking accessibility, which LaPoste implements
through its La Banque Postale subsidiary. This banking accessibility
mission guarantees universal and non-discriminatory access to
free, simple and indispensable banking services for people who are
excluded from traditional banking services and who have specific
needs.

La Banque Postale’s  Livret A account is the key feature
underpinning this accessible banking mission, because it is not
only universal nature, but also secure and easy to both access and
use. The mission entails obligations for La Banque Postale in terms
of the distribution and operation of the LivretA, notably the
obligation to open an account for anyone who makes a request,
the option to withdraw or deposit cash starting at €1.50 and the
authorisation of certain essential transactions (notably, the
payment of social security benefits, direct debits for subsidised
housing rents, water, gas, and electricity bills, etc.).

LEGAL ENTITIES

With 720 customer managers in 43 business centres, a local
financing department and a team dedicated to corporate accounts,
La Banque Postale is continuing to grow and provide its expertise
to all economic players for the benefit of local economic
development around three strategic axes:

THE LOCAL PUBLIC SECTOR

In line with its diversification strategy, LaBanque Postale is
continuing to grow its financing of the local public sector.
La Banque Postale is the leading lender to local communities and
public hospitals. To support the efforts of local communities to
promote environmental transition, La Banque Postale launched
“green loans” in 2019, which are granted based on specific
sustainability criteria.

La Banque Postale works in partnership with SFIL/CAFFIL via the
“Originate to distribute” mechanism, with CAFFIL carrying the
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La Banque Postale capped monthly incident banking fees for
1.6 million vulnerable customers at €25 in 2019 and promoted the
Simplicité account option for this group at the attractive rate of
€2.30 a month. Holders of the product benefited from a cap on
incident banking fees of €20 and €200 a year. At the end of 2019, the
"Simplicité" account represented 112,400 customers.

To carry out this mission, La Poste et La Banque Postale provide a
reception and advisory system throughout the country which
guarantees real accessibility. In addition to this system, they also
developed a support ecosystem consisting of a wide range of
services - translation, budget advice, agreements with non-profits -
to facilitate the social and financial integration of individuals who
have no access to banking and/or whose situation limits their
access to traditional banking.

This mission and its compensation are reported to the European
Commission as a service in the general economic interest. On
24 October 2017, the European Commission approved the public
service compensation granted to La Banque Postale in order to
guarantee accessibility via Livret A banking.

Based on the observation of behaviours and uses,
La Banque Postale estimates the number of customers in the scope
of banking accessibility who benefit directly or indirectly from this
mission at 1.5 million, and, with their families, at nearly 5 million.

» amulti-market and multi-product offering;

» positioning as the leading bank for corporate accounts and for
SMEs and ISEs;

> a local commercial relationship at the heart of the regions with
companies and the local public sector.

medium- and long-term outstandings transferred to it by
LaBanque Postale on its balance sheet. The outstandings
transferred to CAFFIL reached €4.2billion in 2019. CAFFIL is
wholly-owned by SFIL, in which the State holds a 75% stake, Caisse
des dépots 20% and La Banque Postale 5%.

On 9O0ctober 2019, the State, Caisse des dépots and
La Banque Postale announced that they had signed an agreement
in principle for the purchase by Caisse des dépots of all of
La Banque Postale and the State’s holdings in the capital of SFIL.
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SOCIAL HOUSING LANDLORDS

La Banque Postale directly finances seven social housing landlords
out of ten: the latter manage 90% of all social housing (4.6 million

SOCIAL AND SOLIDARITY ECONOMY PLAYERS

La Banque Postale is a legitimate social economy partner with one
out of every four non-profits as a partner. Its specialised advisors in
business centres provide support to 5,000 of the main non-profits

COMPANIES

La Banque Postale is continuing to develop the corporate financing
market with a strong presence in major companies, which account
for 50% of CAC 40 companies, 53% of the SBF 120, and half of the
market for supplementary pensions. La Bangue Postale rounds out
its services to companies via its Corporate and Investment Banking
division. In addition, it is developing its factoring, leasing and other
financing services for Legal Entities through its La Banque Postale
Leasing & Factoring subsidiary.

Using the know-how it has accumulated over the vyears,
La Banque Postale is also winning over SMEs and ISEs. Its loan
outstandings increased by 60% in 2019.

With respect to the professional market, La Banque Postale has
based in reputation on the quality of its service. Over 450 “pro”
customer managers provide support to entrepreneurs.

1.4.2 Insurance

PRESENTATION OF LA BANQUE POSTALE GROUP
PRESENTATION OF THE BUSINESS UNITS AND BUSINESS LINE

units). La Banque Postale offers a number of products ranging from
cash flow management to financing solutions.

(foundations, cultural sector, private education, charities and social
non-profits). Smaller non-profits have access to services in the post
offices and over the telephone.

SOFIAP, 66% held by La Banque Postale and 34% by SNCF since
2014, mainly provides mortgages to SNCF employees and
regulated mortgage loans to ENGIE employees.

( N\
€23.2 billion in corporate loan outstandings
(+25.4%)

€10.2 billion in outstanding loans to the local public
sector (+17.8%)

» 354,000 legal and local public entity customers
G J

La Banque Postale’s insurance business (excluding
CNP Assurances) has 706 employees. La Banque Postale is present
in life insurance, personal insurance and property and liability
insurance. It is aimed at individuals as well as professionals and
non-profit associations.

In 2019

» Completion of significant steps in the merger project
between La Banque Postale and CNP Assurances opening
the to the full consolidation of CNP Assurances on 4 March
2020.

Key figures

A portfolio of 4.6 million policies
€251 million in net banking income
€126.7 billion in life insurance outstandings

» Announcement of the buyout of Groupama’s 35% stake in
La Banque Postale Assurances IARD.

» Launch of the new supplementary group healthcare
insurance for professionals with +Simple assurtech, based
on a digitalised customer experience.
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LIFE INSURANCE

La Banque Postale Group is a shareholder and distributor of
CNP Assurances and markets its life insurance and capitalisation
products. The distribution conditions for life insurance products
are defined in business agreement renewed in March 2016 through
the end of 2025. The scope of application of the agreement was
expanded to the BPE private banking subsidiary and also includes
a partnership for group borrowers insurance for home loans. In
2019, La Banque Postale accounted for 25.5% of the revenue of
CNP Assurances. Likewise, CNP products make up most of the life
insurance products marketed by La Banque Postale.

PERSONAL RISK INSURANCE

La Banque Postale Prévoyance, a wholly-owned subsidiary of
La Banque Postale, offers a full range of personal risk insurance
products covering all needs in terms of protection from the
uncertainties of life and offering a broad range of services
completing financial services.

With over 280,000 new policies in 2019, LaBanque Postale
Prévoyance had nearly 2.7 million contracts in its portfolio at the

HEALTHCARE

La Banque Postale Assurance Santé is a subsidiary held 51% by
La Banque Postale, 35% by La Mutuelle Générale and 14% by
Malakoff Médéric.

With over 69,000 new policies in 2019, LaBanque Postale
Assurance Santé had over 200,000 contracts in its portfolio at the
end of 2019, an increase of 4.4% in volume over one year.
La Banque Postale Assurance Santé reflects the success of the
deployment of a healthcare offering within La Banque Postale.

PROPERTY AND LIABILITY INSURANCE

LaBanque Postale  Assurances |ARD is a subsidiary of
La Banque Postale and of Groupama. This subsidiary offers
individuals a range of property insurance products. The core of the
product line is automobile, comprehensive home and legal
protection insurance offered to customers via a multi-channel
distribution system (telephone, internet and post offices).

In a very competitive and low-growth market, La Banque Postale
Assurances IARD had nearly 1.8 million contracts in its portfolio at
the end of 2019, ten years after its launch, growing 4.2% in volume
over one year.
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La Banque Postale offers segmented life insurance and retirement
solutions in order to better meet the requirements of:

» general public customers with products accessible to most
people through suitable evolving formulas;

» high-wealth customers with flexible, customised policies,
specifically designed for the top-of-the-range market.

(€126.7 billion in life insurance outstandings, +2.0% j

end of 2019, up slightly compared to the end of 2018.
La Banque Postale Prévoyance is a leading player in the French
personal risk insurance market.

280,000 new contracts
2.7 million contracts in its portfolio, + 0.2%

69,000 new policies, + 8.1%
200,000 contracts in its portfolio, + 4.4%

In December 2019, La Banque Postale and Groupama announced
the signature of a non-binding MoU for the acquisition of
Groupama’s holding in LaBanque Postale Assurances IARD by
La Banque Postale and the continuation of their cooperation in
legal protection insurance and assistance. The operation will take
effect in the first half of 2020, subject to receiving the required
authorisations from the competent regulatory authorities.

[1.8 million contracts in its portfolio, +4.2% J

www.labanquepostale.com



1.4.3  Asset management

PRESENTATION OF LA BANQUE POSTALE GROUP
PRESENTATION OF THE BUSINESS UNITS AND BUSINESS LINE

This business groups together the third-party asset management
companies that provide the expertise that enables
La Banque Postale to offer its customers - private individuals, legal
entities and institutions - a full range of savings and investment
products covering traditional financial markets as well as more
diversified asset classes. Asset management includes the activities
of La Banque Postale Asset Management (LBPAM) and the property
management activities of AEW Ciloger.

In 2019

» Announcement of the extension of the industrial
partnership between La Banque Postale and Groupe BPCE,
in particular in asset management with the merger of the
primarily insurance-related euro fixed-income
management activities of Ostrum Asset Management and
of LBPAM on a shared platform.

» LBPAM is now the leading generalist manager in France by
number of SRI-labelled funds with 53 labelled funds as of

LBPAM AND TOCQUEVILLE FINANCE ASSET
MANAGEMENT

La Banque Postale Asset Management (LBPAM) is a subsidiary held
70% by La Banque Postale, 25% by Aegon Asset Management and
5% by Malakoff Médéric. With €230 billion in assets under
management at the end of 2019, up by 6.2% over one year, LBPAM
ranked fifth among French management companies.

LBPAM provides a wide range of savings products for private
individuals and solutions for institutional investors. It was the first
European management company to make a public and civic
commitment to transferring 100% of its assets under management
to responsible management by 2020.

Tocqueville, a LBPAM subsidiary since 2018, specialises in
conviction management of European equity funds distributed in
France and internationally to private individuals and institutional
investors. At the end of 2019, Tocqueville had €1.8 billion in assets
under management (excluding LBPAM delegated management), up
9.5% over one year.

In June 2019, La Banque Postale and Groupe BPCE announced a
project to merge the primarily insurance-related euro fixed-income
management activities of Ostrum Asset Management and LBPAM
on a shared platform. With approximately €435 billion in under
management (based on assets as of 30 June 2019), the goal of the
project is to create a leading insurance product manager in Europe

Key figures

€155 million in net banking income
€232 billion in assets under management

31 December 2019. 60% of LBPAM assets under
management are now under responsible management.

» LBPAM ISR Actions Europe was recognised by Climetrics as
one of the ten best European equity funds for its climate
performance.

» AEW had an exceptional year in terms of raising funds at
nearly €4.5 billion, i.e. a 60% increase compared to 2018.

which is entirely compliant with socially responsible investment
(SRI) principles. In December 2019, La Banque Postale and Groupe
BPCE completed a significant step of the project by defining its
main principles and procedures. The transaction should be
completed during the second half of 2020.
The joint entity will be 55% held by Natixis (through its Natixis
Investment Managers subsidiary) and 45% by La Banque Postale
(through its LBPAM subsidiary) to ensure balanced governance.
La Banque Postale, through its LBPAM subsidiary, held 70%
together with minority shareholders, will continue to develop a
business model based on multi-specialist management.
4 )
€230 billion in assets managed by LBPAM, + 6.2%
53 funds obtained the public SRI Label, placing
LBPAM in 1% place by number of labelled funds with
60% of assets under management in responsible
investment at the end of 2019

€1.8 billion in assets managed by Tocqueville,
excluding LPBAM delegated management (+9.5%)

\ J
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PRESENTATION OF LA BANQUE POSTALE GROUP

2019 HIGHLIGHTS

AEW CILOGER PROPERTY MANAGEMENT

Within AEW S.A. (a subsidiary 40% held by LaBanque Postale
together with Natixis Investment Managers, of the BPCE Group),
AEW Ciloger is the regulated management company for all of the
institutional and general public activity of the AEW group in France.
It has special expertise in creating and managing funds and
property real estate mandates on behalf of institutional clients and
funds intended for the private individual clientéle.

AEW Ciloger manages 23 SCPI (REIT - Real Estate Investment Trust)
and 2 general public OPCls (Collective Real Estate Placement Body)
and provides support to 95,000 partners in their property
investments. The management company is among the top five
players in intermediated property savings in France and is

1.5 2019 HIGHLIGHTS

eZyness, La Banque Postale’s payment and electronic money company
chose TagPay to modernise its banking services offering.

LaBanque Postale launched its new marketing campaign,
reaffirming its uniqueness and its “a bank that works in the interest
of the community at large” signature.

La Banque Postale launched platform58, its fintech and assurtech
incubator.

As part of its programme of benefits for families, La Banque Postale
announced the extension of its partnership with Maxicours.com until
2020.

LENDOPOLIS, the LaBanque Postale subsidiary specialising in
crowdfunding, successfully completed its first collection of funds in
Guadeloupe for QUADRAN Groupe Direct Energie, raising €500,000
in less than two months.

LBPAM ISR Actions Europe was recognised by Climetrics as one of
the ten best European equity funds for its climate performance.

La Banque Postale launched Apple Pay, a simple, quick, secure and
confidential way to make payments.

La Banque Postale Assurance Santé and the +Simple assurtech
launched the first digital platform for LaBanque Postale’s
professional customers.

La Banque Postale committed to supporting the purchasing power
of entrepreneurs by offering them an account with under €10.

La Banque Postale and La Banque européenne d’investissement
signed a framework agreement to promote the development of
renewable energy sources.

La Banque Postale successfully issued its first green bond, another
step in favour of energy transition. It is a senior non-preferred debt
in the amount of €750 million, with a 10-year maturity and a 1.375%
coupon.
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developing expertise in all real estate asset management on behalf
of third parties.

AEW Ciloger distributes its products through three main banking
networks  (Caisse  d’Epargne, Banques Populaires and
La Banque Postale), the main insurance platforms and a selection
of partner wealth management advisors.

At the end of 2019, AEW Europe’s assets under management
totalled €32.1 billion, i.e. growth of 5% compared to 2018.

[€32.1 billion in assets managed by AEW Europe, + 5%)

MAY

La Banque Postale selected the fintech company Sapiendo-Retraite, a
recognised specialist in retirement consulting, to provide a dedicated
service specifically for retirement.

La Banque Postale increased its equity by €800 million following
the conversion into shares of AT1 bonds issued in 2013 and held
entirely by La Poste.

La Banque Postale launched an issue of green loans intended for
local communities, as part of its partnership with SFIL.

The BPCE Group and La Banque Postale entered into discussions to
deepen and extend their industrial partnership, in particular in asset
management by bringing together the primarily insurance related euro
fixed-income management activities of Ostrum Asset Management and
LBPAM on a shared platform.

The State, Caisse des dépots, LaPoste and LaBanque Postale
signed a non-binding memorandum of agreement for a project to
create a major public financial unit.

La Banque Postale terminated the shareholders’ agreement for
CNP Assurances and obtained from the AMF an exemption from the
obligation to launch a takeover bid on the securities of
CNP Assurances.

LBPAM continued to develop private debt and announced three
new infrastructure, real estate and corporate funds for 2019,
marking the consistent implementation of its GREaT (Governance,
Energy and Economical Transition and Territories) extra-financial
analysis methodology for all asset classes.

In line with its commitment to transfer 100% of its outstandings to
responsible management by 2020, LBPAM has taken a position on
energy transition and announced an innovative policy to exclude
coal.

“L’Envol, LaBanque Postale’s campus” renewed its partnership
with the Ministry for National Education and Youth.

LENDOPOLIS, the LaBanque Postale subsidiary specialising in
crowdfunding raised over €1 million for the Nersac solar power
plantin the Charente department.
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La Banque Postale launched the Pass Patrimoine for its
high-net-worth customers, a value-added advisory services offering
available online and from 1,000 advisors specialised in wealth
management.

The State, Caisse des dépots, La Poste et La Banque Postale signed a
memorandum of understanding opening the way for the full
consolidation of CNP Assurances in early 2020.

BPCE Group and La Banque Postale confirmed that they had made
progress in their discussions to extend their industrial partnership,
with a target of completion in the first half of 2020.

La Banque Postale successfully issued its first Senior Preferred
bond in the amount of €750 million with a 7-year maturity and a
0.25% fixed coupon.

Lastly, LaBanque Postale launched Ma French Bank, its 100%
mobile bank to meet new banking uses. It provides many
innovative, community and solidarity services in its application.

eZyness offered Alipay, a Chinese mobile payment method to
shopkeepers in partnership with Monext, a payment player active in
France and Europe.

La Banque Postale signed a partnership agreement with one of the
main card payment networks in the world: Discover® Global
Network, the Payments Division Discover Financial Services.

A month after its official launch, Ma French Bank, La Banque Postale’s
100% mobile bank, launched its marketing campaign for the general
public.

SEPTEMBER

At the United Nations Annual General Meeting in New York, Rémy
Weber, Chairman of the Executive Board of La Banque Postale, signed
the “Principles for Responsible Banking”, a letter in support of a
responsible banking sector, a global initiative launched by UNEP FI.
Just a day after their launch, LaBanque Postale announced its
commitment to the “Collective Commitment to Climate Change”.
During the Congrés HLM de 'Union sociale pour I’habitat held in
Paris, La Banque Postale reaffirmed its support for social housing
landlords by signing five new agreements with them.

LBPAM continued its commitment to responsible management and
announced the SRI labelling of 20 open-end and dedicated funds.
LBPAM now has 40 funds with the State SRI label seal, making it the
leading generalist manager in terms of the number of labelled SR
funds.

The State, Caisse des dépdts and La Banque Postale announced the
signature of a memorandum of agreement for the acquisition of SFIL by
Caisse des dépots.

PRESENTATION OF LA BANQUE POSTALE GROUP
2019 HIGHLIGHTS

La Banque Postale confirmed its commitment to responsible
finance and adopted the “Equator Principles”, an international risk
and environmental management framework for project financing.

To facilitate the access of artisans to banking services,
La Banque Postale and CMA France renewed the Club Partenaires
CMA France partnership agreement.

NOVEMBER

La Banque Postale successfully issued its first Additional Tier 1 bond in
the amount of €750 million.

During the Salon des Maires et des Collectivités Locales 2019,
La Banque Postale and Syctom, the metropolitan household waste
agency, signed a contract for the financing of the Unité de
Valorisation  Energétique (UVE)  (waste-to-energy facility) in
Ivry/Paris XIIl in the amount of 75 million.

During the 2019 Salon des Maires et des Collectivités Locales, La
Banque des Territoires (CDC) and La Banque Postale committed to
providing support to the Coeur d’Essonne Agglomération and
signed a financing contract in the amount of nearly €10 million for
inter-municipal planning and modernisation.

La Banque Postale, which is committed to energy transition, is
financing Voltalia’s Savane-des-Péres project in French Guiana. The
project combines a 3.8 MW solar power plant with an innovative
storage system using batteries.

Via a decision of 30December 2019, the Competition Authority
announced its approval for LaBanquePostale’s acquisition of
CNP Assurances and that of Groupe La Poste by Caisse des dépots.

La Banque Postale and Groupe BPCE took a significant step toward
deepening and extending their industrial partnership. The
agreements involving CNP Assurances (extension of the
commercial agreements and shareholders’ agreement) were
signed and the main terms of the asset management merger
project were defined.

La Banque Postale and Groupama announced the signature of a
non-binding memorandum of understanding for the acquisition by
LaBanque Postale  of  Groupama’s  35%  holding in
La Banque Postale Assurances IARD and the extension of their
cooperation in the fields of legal protection insurance and
assistance.

Four months following its public launch, Ma French Bank had over
100,000 customers and it confirmed its goal of reaching over
a million customers by 2025.

In order to support its high-net-worth customers’ savings
diversification, BPE, La Banque Postale’s private bank, launched its
new Emeraude multi-asset life insurance policy. BPE Emeraude is
insured by CNP Assurances and offers three management options
to personalise the customer contract according to their investor
profile and their objectives.
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CORPORATE GOVERNANCE

REPORT OF THE SUPERVISORY BOARD ON CORPORATE GOVERNANCE

2.1

REPORT OF THE SUPERVISORY BOARD

ON CORPORATE GOVERNANCE

This report was drawn up by the Supervisory Board at its meeting on 26 February 2020, in accordance with Article L. 225-68 of the French

Commercial Code.

2.1.1

Corporate Governance Code applied

La Banque Postale’s approach to corporate governance is based
on the Afep/Medef Code of Corporate Governance for listed
companies (available at www.afep.com).

La Banque Postale complies with most of these recommendations,
subject to the distinctive nature of its shareholder base, and to the
application of the regime instituted by order no.2014-948 of
20 August 2014 relating to the governance and share capital
transactions of companies with public shareholdings, and in
accordance with Article3 of the decree of 9August 1953, as
amended by the decree of 26 July 2012, relating to the French
State’s control of the remuneration of the managers of public
companies, which notably provides for:

» a significant number of employee representatives on the
Supervisory Board, i.e. one-third of the Board members;

Application of the Afep/Medef Code

The recommendations of the Code are applied, except for the following:

AFEP/MEDEF CODE RECOMMENDATION

» where applicable, the presence on the Supervisory Board of one
member designated by the French State and/or members
appointed by the General Meeting upon proposal by the State;

> a cap on the remuneration of corporate executive officers and
the approval by the Minister of the Economy of the amount of
remuneration allocated to members of the Supervisory Board,
remuneration for various activities and benefits in kind for
corporate officers, as well as the components of remuneration,
compensation or benefits due or likely to be due as a result of
the termination of their duties, a change in their duties, or
subsequent thereto.

COMPANY PRACTICES
COMMENTS

Recommendation 8.3.

Independent directors

“In controlled companies, independent directors should
account for at least a third of Board members. Directors
representing the employee shareholders and directors
representing employees are not taken into account when
determining these percentages.”

Company practices:

In 2019, 30% of the Board was composed of independent
members; members representing employees were not
counted in establishing this percentage.

Comments:

This difference is explained by the Company’s specific
situation, being held by a single shareholder. The threshold of
33% of independent members is attained if the representative
designated by the State, whose presence on the Board is
related to order no. 2014-948 of 20 August 2014, is not taken
into account.

Recommendation 13.1.

Duration of terms

“The duration of directors’ terms of office, set by the Articles of
Association, must not exceed four years, so that the
shareholders can express their wishes regarding these terms of
office with sufficient frequency.”

Company practices:

The term of office of the members of the Supervisory Board is
five years.

Comments:

The provisions of law no. 83-675 of 26 July 1983, relating to the
democratisation of the public sector, required that the
Company has terms of office lasting five years. In 2016, at the
time of the switch to the regime of order no. 2014-948 relating
to the governance and share capital transactions of
companies with public participation, the Company considered
that this term of office allowed the Board to operate efficiently.
This decision was supported by the fact that the Company is
held by a single shareholder, where the term of office of the
directors is five years.
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REPORT OF THE SUPERVISORY BOARD ON CORPORATE GOVERNANCE

COMPANY PRACTICES
COMMENTS

Recommendation 13.2.

Staggering of terms

“Terms should be staggered so as to avoid replacement of the
entire body and to favour a smooth replacement of directors.”

Company practices:

The terms of office of all members end on the same date, after
a five-year period.

Comments:

The provisions of law no. 83-675 of 26 July 1983 relating to the
democratisation of the public sector, required the Company to
reappoint all members of the Supervisory Board at the same
time. In 2016, at the time of the switch to the regime of order
no.2014-948 relating to the governance and share capital
transactions of companies with public shareholdings, the
Company considered that not staggering the terms of office of
the Board members did not jeopardise the proper functioning
of the Board.

Furthermore, this decision does not prevent members of the
Supervisory Board from being regularly reappointed during
their term of office.

Recommendation 15.1
Audit Committee: number of independent directors

“The share of independent directors on the Audit Committee
must be at least two-thirds”

Company practices:

In 2019, three of the six Financial Statements Committee
members were independent, not counting the member
representing employees.

Comments:

Of the eight members comprising the Financial Statements
Committee, two members represent the employees and
another represents the French State. The five other members
are Supervisory Board members appointed by the General
Meeting, three of which have independent status; i.e. a total of
60% of the Financial Statements Committee members are
independent, excluding the representatives of State
employees. The two other members were appointed for their
accounting and financial expertise.

Recommendation 19.

Code of ethics of the Board members

Holding of shares by the members of the Board

“[...]Inthe absence of legal provisions to the contrary, a director
must personally be a shareholder and, by virtue of the
provisions in the Articles of Association or the internal
regulations, hold a minimum number of shares that is
significantin relation to the attendance fees received. If he or
she does not hold these shares when assuming office, he or she
should use his or her attendance fees to acquire them. The
director will notify the corporation of this information, which
will publish itinits annual report”.

Company practices:

The members of the Supervisory Board are not required to be
shareholders in the Company.

Comments:

The fact that members of the Supervisory Board do not hold a
significant number of shares is explained by the specific nature
of the Company’s shareholding structure, All of

La Banque Postale shares are entirely* held by its parent
company, La Poste, and cannot be traded on a regulated
market.

As La Poste does not wish to open up the share capital,
holding shares would not make sense with regard to the
philosophy of the Afep/Medef Code in the absence of any
market for these shares.

Recommendation 19.

Conflicts of interest

“The director is under the obligation to inform the Board of any
actual or potential conflicts of interest and to refrain from taking
part in discussions and from voting on the corresponding
resolution”.

Company practices:

In accordance with law, the members of the Board member
bound by a related-party agreement cannot take part in the
discussions or in any decisions on the authorisation
requested. Furthermore, the Supervisory Board Member
Charter states that, in the event of a temporary conflict of
interest, the member of the Supervisory Board in question
cannot take part in the discussions or in any votes on the
matters in question.

Comments:

A charter on the management of conflicts of interest is
currently being written, which will state that any member of
the Supervisory Board involved in a conflict of interest will be
required to refrain from participating in the discussions and
taking part in the vote.

Recommendation 22.

Corporate executive officers’ holding of shares

“The Board of Directors defines a minimum number of
registered shares that the Company officers must hold through
to the end of their term of office. This decision is reviewed at
least on each extension of their term of office.”

Company practices:

The members of the Executive Board do not hold any shares in
the Company.

Comments:

The fact that members of the Executive Board do not hold a
number of shares is explained by the specific nature of the
Company’s shareholding structure. All of La Banque Postale
shares are entirely” held by its parent company, La Poste, and
cannot be traded on a regulated market.

As La Poste does not wish to open up the share capital,
holding shares would not make sense with regard to the
philosophy of the Afep/Medef Code in the absence of any
market for these shares.
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AFEP/MEDEF CODE RECOMMENDATION

COMPANY PRACTICES
COMMENTS

Recommendation 25.1

Ongoing information on remuneration

“All items referring to the current or potential remuneration of
corporate officers are made publicly immediately following the
meeting of the Board deciding them.”

Company practices:

The remuneration of Executive Board members is not made
publicimmediately following the Board meeting.
Comments:

The remuneration of Executive Board members is subject to

the approval of the Minister for the Economy and is made
public in the present Registration Document. The Company
shareholder is represented on the Compensation Committee
and on the Supervisory Board of the Company and is,
therefore, informed of all items related to the remuneration.

With the exception of one share, held by the Chairman of the Board.

2.1.2

Functioning of the Company

Agreements referred to in Article L. 225-86 of the French Commercial Code

Agreements still in effect in 2019

DATE PURPOSE

03.04.2015 Framework protocol agreement, replacing the preliminary protocol agreement of 18 February
2015 signed with Malakoff Médéric, La Mutuelle Générale and La Banque Postale Assurance
Santé in relation to health insurance modified by amendment no. 1 of 17 January 2017.

25.03.2016 General framework protocol agreement with CNP Assurances, replacing the preliminary protocol
agreement of 18 December 2015 regarding life insurance, capitalisation of credit insurance and
personal risk insurance.

27.02.2018 The Company’s commitment granting compensation to Rémy Weber, Chairman of the Executive
Board, in the event of termination of his term of office.

27.02.2018 The Company’s commitment granting compensation to Marc Batave, member of the Executive

Board, in the event of termination of his term of office.

Agreements approved and signed in 2019

DATE

PURPOSE

31.07.2019

Binding memorandum of understanding signed between the French State, Caisse des dépots et
consignations, La Poste and La Banque Postale on the creation of a major public financial
consortium serving the territories to create a public bancassurance unit around

La Banque Postale and CNP Assurances and all associated documentation, notably the
conclusion of a firm and irrevocable agreement between the State, CDC and the Company
regarding the purchase by CDC of a stake in the company SFIL.

2012.2019

Intermediary Shareholders’ agreement relating to CNP Assurances between the French State,
Caisse des dép0ts et consignations, Sopassure and La Banque Postale.

Table of delegations granted by the General Meeting of Shareholders and their use in 2019

Purpose of the authorisation Delegation
GENERAL MEETING given to the Executive Board validity period Limit Use in 2019
None None None None None

Conditions for shareholder participation in the General Meeting

The conditions governing shareholder participation in the General Meeting of La Banque Postale are defined in Article 30 of the Articles of

Association, which are contained in Chapter 8 of this document.
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Information in Article L. 225-37-5 of the French
Commercial Code

In accordance with the provisions of Article L. 225-37-5 of the
French Commercial Code, the following items should be disclosed
and explained, where appropriate, when they are likely to have an
impact in the event of a public offer.

The current capital structure of LaBanque Postale makes it
impossible for a takeover bid to be made on Company shares,
which are not admitted for trading on a regulated market. However,
reference is made below to the items listed in Article L. 225-37-5 of
the French Commercial Code (this information is contained in the
document with respect to other obligations) or is directly
addressed below:

1. the capital structure of the Company: this information is
provided in Chapter 1 “Overview of La Banque Postale Group”;

2. statutory restrictions on the exercise of voting rights and the
transfer of shares, or clauses in the agreements brought to the
knowledge of the Company in application of Article L. 233-11:
none (see chapter 8 “Articles of Association”);

3. direct or indirect investments in the Company’s share capital
that it is aware of pursuant to Articles L. 233-7 and L. 233-12:
none (see Chapterl “Overview of the LaBanque Postale
Group”);

4. list of the holders of any securities conferring special control
rights and a description of these rights: no security confers
special control rights;

2.1.3  Corporate bodies

CORPORATE GOVERNANCE
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5. control mechanisms stipulated under any
employee-shareholding scheme, where control rights are not
exercised by the employees: not applicable. There is no
employee-shareholding scheme;

6. shareholder agreements that the Company is aware of and
which may result in restrictions on the transfer of shares and
the exercise of voting rights: not applicable. La Banque Postale
has only one shareholder;

7. rules applicable to the appointment and replacement of
members of the Executive Board as well as the amendment of
the Company’s Articles of Association: this information appears
in Chapter 8 “Articles of Association”;

8. powers of the Executive Board, in particular to issue or buy
back shares: this information appears in Chapter 8 “Articles of
Association”;

9. agreements entered into by the Company that would be
altered or terminated in the event of a change in the
Company’s control, except where this disclosure would
seriously jeopardise its interests, aside from the legal
disclosure obligation: not applicable;

10. agreements stipulating compensation for the members of the
Board or employees, if they resign or are made redundant
without just cause or if their employment is terminated due to
a takeover bid or exchange offer: a very limited number of
employees (fewer than 10) is guaranteed end-of-contract
compensation in their employment contract.

La Banque Postale is a French public limited company (société
anonyme) with an Executive Board and a Supervisory Board
wholly-owned by La Poste. The Company began its activity on
1 January 2006, after having received authorisation from the French
Prudential Supervision and Resolution Authority (ACPR) on
2 December 2005.

The choice of a dual corporate governance structure allows a clear
division between management and control powers, and
guarantees the separation of these powers and the balance
between them. Thus, there is a tangible separation between the
supervision and management powers of the Executive Board and
the control and decision-making powers exercised by the
Supervisory Board.

La Banque Postale is subject to the French Commercial Code, the
French Monetary and Financial Code, the decree of 3 November
2014 relating to the internal control of companies in the banking,
payment services and investment services sectors subject to the
French Prudential Supervision and Resolution Authority (ACPR), the
regulations of the French Advisory Committee on Financial
Legislation and Regulation (CCLRF) as a credit institution, and to
order no. 2014-948 of 20 August 2014 relating to the governance
and share capital transactions of companies with public
shareholdings.

2.1.3.1 Supervisory Board

2.1.3.1.1 Operation of the Supervisory Board and
its committees
Role of the Supervisory Board

The Supervisory Board holds powers granted notably by the French
Commercial Code, the French Monetary and Financial Code, the

decree of 3 November 2014 on the internal control of companies in
the banking, payment services and investment services sectors
supervised by the French Prudential Supervision and Resolution
Authority (ACPR), and under the Company’s Articles of Association.

The Supervisory Board deliberates upon major strategic, economic,
financial and technological orientations of the Company, prior to
the decisions of the Executive Board on these topics. It strives to
create long-term value while considering the social and
environmental stakes of its business activities.

It reviews the corporate governance plan and evaluates its
effectiveness. It approves and regularly reviews the strategies and
policies governing the taking, management, monitoring and
reducing of risks. It determines the guidelines and monitors the
implementation of the supervision systems and reviews the
internal control activity and results. It ensures that a system to
prevent and detect corruption and influence peddling is
implemented.

It provides ongoing supervision of the way in which the Executive
Board manages the Company and grants prior approval for
transactions that the latter cannot carry out without its permission,
in accordance with Article 14 of the Articles of Association (see
chapter 8).

The Supervisory Board checks and audits the financial statements.
It appoints the members of the Executive Board, sets their
remuneration in accordance with the legal and regulatory
requirements, and has the power to dismiss them, in accordance
with Article 12 of the Articles of Association. It ensures that they
implement a non-discrimination and diversity policy, notably with
respect to the balanced representation of women and men within
the executive bodies of the Bank.
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Special Supervisory Board Committees

The Supervisory Board has five special committees (the Financial
Statements Committee, the Risk Committee, the Appointments
Committee, the Compensation Committee and the Strategy
Committee) which help itin its tasks.

The missions of each of these committees, the criteria for selecting
their members and their rules of operation are contained in the
internal rules approved by the Supervisory Board. The rules are
updated on a regular basis in order to maintain conformity with
changes in legislation and regulations and with the
recommendations and best practices of corporate governance.

The Board ensures that the members of its committees have the
knowledge, competence and expertise required to carry out their
duties.

Any Board deliberation relating to the area of expertise of one of
the five committees is adopted after advice has been sought from
that committee, whose Chairman shall inform the Board of its
recommendations, suggestions and opinions.

The purpose of setting up these committees is not to delegate
powers to them that are assigned to the Executive Board by law or
by the Articles of Association, or to reduce or limit the Executive
Board’s powers.

The Executive Board makes available to the members of these
committees, within a reasonable time period, all the items and
documents enabling the committees to conduct their work and
formulate their recommendations, suggestions or opinions.

The length of a committee member’s appointment coincides with
the length of their term of office as Board member.

Four out of five of the Supervisory Board Committees are chaired
by an independent member.

The Government Commissioner attends the meetings of the
committees.

Conditions governing the preparation and organisation of
the tasks of the Supervisory Board

The Supervisory Board meets at least four times a year. Meeting
agendas are approved by the Chairman depending on issues the
Board is legally required to review or matters reported to the Board
concerning the Bank’s operations and strategic choices.

The Board members are invited to attend at least ten days before
the meeting. At least six days before a Board meeting, the agenda,
the draft minutes of the previous meeting and any other
documents needed to support the agenda, are sent to the Board
members.

Supervisory Board meetings last four hours on average.

The items for discussion are presented by a member of the
Executive Board or, if applicable, by the person responsible for
them. Presentations are followed by an exchange of views,
following which the Board issues an opinion as necessary.

The Company Secretary draws up draft minutes of the meeting,
and then submits them to the Board members for approval at the
beginning of the next ordinary meeting.

Seminars, of at least a half-day, are provided in support of the
Board’s work, at least twice a year. All Board members are invited
to attend.
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Internal rules and Charter

The Supervisory Board has adopted internal rules, which govern
and determine the preparation and organisation of its work. These
internal rules are updated on a regular basis, in order to comply
with legal and regulatory changes, as well as corporate governance
recommendations and best practices. The Board has also adopted
the “Supervisory Board Members’ Charter”, which outlines the
rights and obligations of Board members. The internal rules and
the Supervisory Board Members’ Charter are contained in
Chapter 9 of the present document.

The Supervisory Board has also adopted internal rules governing
the operation and missions of its special committees.

Conflicts of interest

When appointing or co-opting new members, the Board carefully
examines the situation of candidates under consideration for
potential conflicts of interest.

The Board considers that its current operating conditions enable it
and its committees to fulfil their duties with the effectiveness,
objectivity and independence required, particularly with respect to
the prevention of potential conflicts of interest.

The rules for managing conflicts of interest described in the
Members’ Board Charter of the Supervisory Board of
La Banque Postale specify that

“[...] every member of the Board shall inform the Supervisory Board
and its Chairman as soon as he/she becomes aware of any situation
concerning him/her that is likely to give rise to a conflict of interest,
even potential or temporary, with the interests of La Banque Postale
orofany of its subsidiaries.

In such cases, the member of the Supervisory Board shall:

» abstain from taking part in the discussions and from any decision
on the issues in question, if the conflict of interest is temporary;

> take all measures aimed at ending said conflict of interest,
including tendering his resignation as a Board member to the
Chairman of the Supervisory Board, if it turns out that the conflict
of interest is ongoing.

Generally speaking, every member of the Board shall undertake to
avoid any conflict that may exist between their material or moral
interests and those of La Banque Postale or any of its subsidiaries”.

In addition, a conflicts of interest charter inventorying the measures
implemented to prevent conflicts of interest is currently be
prepared. After the charter is adopted, the members of the Board
confronted with a potential conflict of interest will be required to
abstain from attending discussions on matters related to the
conflict.

To the best of the Company’s knowledge, there are no conflicts of
interest between the duties of the members of the Supervisory
Board towards the Bank, and their private interests.

Regardless of the related party agreements and commitments,
there is no arrangement or agreement entered into with clients,
suppliers and any other third parties, whereby a member of the
Supervisory Board has been appointed.
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Assessment of the work carried out by the Supervisory
Board and the committees

Every year the Supervisory Board devotes one item on its agenda to
analysing its functioning and carries out formal assessments on a
regular basis. In addition, following a review of their activities, the
members of the committees discuss ways to improve their
functioning without representatives of the Bank’s management
present.

During the session 20 February 2019, the Board reviewed and
discussed the results of the formal assessment of the Board and its
committees carried out by the Appointments Committee Chair,
who is an independent Board member. The results of this
assessment had been previously presented and discussed by the
Appointments Committee. The ratings were generally satisfactory
or very good and demonstrated a strong positive opinion of the
Board members with respect to the organisation of work and the
operation of the Board and its five specialised committees. Most of
the members considered that discussions were carried out in a way
that facilitates the expression of opinions and that the balance
between presentation and discussion time was good. It was
requested that the Board organise seminars on given topics. The
members of the Board considered that they had a good
understanding of LaBanque Postale’s strategy and requested
additional information on some specific topics. Other suggestions
and options for improvement were raised, including a summary at
the beginning of documents and earlier sending of the latter. The
Board took note of the requests and organised or added to its
agenda seminars on the topics for which the members had
expressed a wish to explore in greater depth. A secured platform
dedicated to the Board and its committees was set up in Q1 2019 to
make the work of its members easier and the availability of its
supports smoother.

CORPORATE GOVERNANCE
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2.1.3.1.2 Composition of the Supervisory Board
and its committees and information
about its members

The Company is administered by a Supervisory Board, made up of
three to eighteen members, including at least one-third of
members representing employees, elected under the conditions
provided for in the law on the democratisation of the public sector
of 26 July 1983 and, where applicable, a representative designated
by the French State in accordance with current laws and
regulations, as well as, since 4 March 2020 a member of the Board
of Directors of LaPoste appointed on proposal by Caisse des
dépots et consignations (CDC).

As at the date of this report, the Supervisory Board has fifteen
members, namely:

> ten members appointed by the General Meeting, of which the
French State and the member of the Board of Directors of
La Poste appointed on proposal by CDC, with the State
representative appointed by decree;

» five members representing employees, who are elected.

The Supervisory Board is chaired by MrPhilippe Wahl, Chairman
and Chief Executive Officer of La Poste.

Members of the Supervisory Board are elected for a term of office of
five years. Of the nine Board members appointed by the General
Meeting other than the State, five carry out management duties in
La Poste Group, one is appointed on proposal by CDC, and three
are independent.

The appointment of Supervisory Board members upon proposal by
La Poste is done according to the positions they hold within the
Group.

As of the date of this report, the Supervisory Board is composed of
ten men and five women. The percentage of women, excluding the
five employee representatives in accordance with the provisions of
law no. 2011-103 of 27 January 2011, stands at 40%.

All members of the Board are of French nationality, with one having
double nationality.

The Supervisory Board is keen to have a balanced composition,
both on the Board and in its committees, with respect to female
and male representation as well as the diversity of skills of its
members.

The average age of the Board members at 31 December 2019 was
54.
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Special Supervisory Board committees
On the date of this document

Attendance
at Board
Personal information Experience Position on the Board meetings

Number of
Age offices in Date of Seniority
Members of at31 Number companies Inde- appointment on the
the Supervisory Dec. of with listed pen- (effective End of Board
Board 2019 GenderNationality shares shares dence date) term (rounded)

CHIEF EXECUTIVE OFFICER

Member of the
Compensation
Committee
Member of the
Appointments
Committee

Philippe WAHL,

. 63 M French 1 1 no  15.10.2013 26.02.2023 62 years
Chairman

MEMBERS OF THE SUPERVISORY BOARD

Philippe BAJOU,
Permanent
Representative
of La Poste

61 M French N/A 0 no  05.04.2016 26.02.2023 4 years

Member of the Financial
Statements Committee
Member of the Risk
Committee

Chairman of the
Strategy Committee

Yves BRASSART
Vice-Chairman 59 M French N/A 1 no  24.04.2014 26.02.2023 6 years
of the Board

Nathalie COLLIN 54 F French N/A 0 no  30.05.2018 26.02.2023 2 years

Member of the Financial

Statements Committee

Member of the Risk

Committee

Marie-Anne Member of the
éﬁ:tEQRGNE’ 31 F  French NA 0 no 26092019  26.02.2023 6 months Appointments
representative Member of the
Compensation

Committee

Member of the Strategy

Committee

Chair of the Financial
Statements Committee
Member of the Risk
Committee

Member of the

’ Appointments
Michel MADELAIN 63 M French N/A 0 yes 11.04.2018 26.02.2023 2 years Committee
Member of the

Compensation

Committee

Member of the Strategy

Committee

Member of the Financial
Statements Committee
Member of the Risk
Committee

Member of the Strategy
Committee

Sophie RENAUDIE 51 F French N/A 0 no  11.04.2018 26.02.2023 2 years

Member of the Financial
Statements Committee
Chair of the Risk
Committee

Member of the
Appointments
Committee

Member of the
Compensation
Committee

Member of the Strategy
Committee

Emmanuel

RONDEAU 57 M French N/A 0 yes  27.02.2018 26.02.2023 2 years
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Attendance
at Board
Personal information Experience Position on the Board meetings

Number of
Age officesin Date of Seniority
Members of at31 Number companies Inde- appointment on the
the Supervisory Dec. of with listed pen- (effective End of Board
Board 2019 GenderNationality shares shares dence date) term (rounded)

Member of the Risk 2
Committee

Member of the
Appointments
Committee

Chair of the
Compensation
Committee

Member of the Strategy
Committee

French
Nefissa SATOR 43 F and N/A 0 yes  26.02.2020 26.02.2023
Algerian

Member of the Financial
Statements Committee
Member of the Risk
Committee

Olivier SICHEL 52 M French N/A 1 no  04.03.2020 26.02.2023

SUPERVISORY BOARD MEMBERS REPRESENTING THE EMPLOYEES

Member of the
Appointments
Committee
Member of the
Compensation
Committee

Sandrine

FAGOT-REVURAT 47 F French N/A 0 no  01.10.2018 26.02.2023 12 years

Jean-Pierre
HAKIZIMANA

Member of the Strategy

60 M French N/A 0 no  27.02.2018 26.02.2023 2 years Committea

51 M French N/A 0 no 01.12.2015 26.02.2023 5years Member of the Financial
Statements Committee

Member of the Risk
Committee

Steeve MAIGNE 50 M French N/A 0 no  27.02.2008 26.02.2023 12years  Member of the Financial
Statements Committee

Member of the Risk
Committee

Thierry VIAROUGE 54 M French N/A 0 no  27.02.2018 26.02.2023 2 years Member of the Strategy
Committee

Thierry FRESLON

La Banque Postale = 2019 Universal Registration Document 33



CORPORATE GOVERNANCE
REPORT OF THE SUPERVISORY BOARD ON CORPORATE GOVERNANCE

Summary presentation of the members of the Supervisory Board whose terms ended between 1 January 2019
and the date of this document.

Attendance
at Board
Personal information Position on the Board meetings

Seniority
on the
Board at
Age at Number Initial the time
31Dec. of appointment End of of
2019 Gender Nationality shares Independence date term departure

MEMBERS OF THE SUPERVISORY BOARD

Member of the
Financial
Statements
Committee
Member of the
Risk Committee
Member of the
45 F French N/A no 02.10.2014 25.09.2019 5years Appointments
Committee
Member of the
Compensation
Committee
Member of the
Strategy
Committee

Nathalie
DIERYCKXVISSCHERS,
representative

of the State

Member of the
Financial
Statements
Committee
Member of the
Risk Committee
Chair of the
Sophie LOMBARD 50 F French N/A yes 15.04.2016 26.02.2020 4 years Appointments
Committee
Chairof the
Compensation
Committee
Member of the
Strategy
Committee

Nicolas ROUTIER 55 M French N/A no 01.09.2015 04.03.2020 4% years
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Summary presentation of the composition of the committees
The table below summarises the composition of all of the Board’s special committees on the date of this document.

Financial
Composition of the Statements Appointments Compensation Strategy
special committees Committee Risk Committee Committee Committee Committee

Yves Brassart [ [ P

The State represented
by Marie-Anne Lavergne . . . . .

Sandrine Fagot-Revurat A A
Thierry Freslon A A

Jean-Pierre Hakizimana
Michel Madelain
Steeve Maigne

Sophie Renaudie
Emmanuel Rondeau

LR~ > e v
< UV oo b oo

Nefissa Sator
Olivier Sichel 0
Thierry Viarouge
Philippe Wahl 0 0

<>
b <o o <o <

Key:

P :Committee Chairman;

¢ :Committee Member;

A :Member elected by the employees;

+  :Memberrepresenting the French State.
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Profile, experience and expertise of the members of the Supervisory Board on the date of this report
N.B.: terms of office and functions carried out in companies whose shares are traded on requlated markets are identified by an asterisk™.

Philippe WAHL, born in 1956

Chairman of the Supervisory Board
First appointment: 15 October 2013
End of term: 26 February 2023

Board committees: Member of the Appointments and Compensation
Committees

Professional address: La Poste - 9 rue du Colonel Pierre Avia - 75015
Paris

Education: Graduate of IEP, Paris, Research Master’s Degree in
Monetary and Financial Economics, studied at the French National
School of Administration (ENA)

OTHER CURRENT APPOINTMENTS

Companies of the La Poste Group

» Chairman and Chief Executive Officer of La Poste (a French public
limited company - SA).

» Director of L'Envol, La Banque Postale’s campus (a non-profit
association).

» Permanent Representative of La Poste on the Board of Directors
of Poste Immo (a French public limited company - SA).

» Permanent Representative of La Poste on the Board of Directors
of GeoPost (a French public limited company - SA).

» Member of the Strategy Committee of La Poste Silver (a French
simplified joint-stock company - SAS).

» Director and member of the Appointments and Compensation
Committee of CNP Assurances™ (a French public limited
company - SA).

Companies outside the La Poste Group
» Member of the Institut Montaigne Management Committee.

BIOGRAPHY

» Auditor, then Master of Requests at the French Council of State
between 1984 and 1988.

> From 1986 to 1988, special advisor to the Chairman of the French
Stock Exchange Commission’s Office.

» From 1988 to 1991, Technical Advisor responsible for Monetary,
Financial and Tax Affairs at the Prime Minister’s Office.

» Appointed Advisor to the Chairman of Compagnie Bancaire in 1991,
then as a member of the Management Committee in 1992 and
Executive Vice-President in 1994.

» Appointed Head of Paribas’ Specialist Financial Services Division
and a member of the Executive Committee in 1997.

» Appointed Chief Executive Officer of the Caisse Nationale des
Caisses d’Epargne in 1999.

» Appointed Chief Executive Officer of the Havas Group in 2005, and
Vice-Chairman of the Bolloré Group in 2006.

» Appointed Chief Executive Officer of Royal Bank of Scotland’s (RBS)
French subsidiary in 2007, advisor to the RBS Global Banking and
Markets Board in London in 2008, and Chief Executive Officer of
RBS’s French, Belgian and Luxembourg subsidiaries in 2009.

» Executive Vice-President and member of the Executive Committee
of the La Poste Group, and Chairman of the Executive Board of
La Banque Postale between January 2011 and October 2013.

» Vice-Chairman of the French Banking Association between
June 2012 and December 2013 and member of the French Banking
Federation’s Executive Committee between July 2012 and
December 2013.

» Directorsince 1 August 2013 and Chairman and Chief Executive
Officer of La Poste since 26 September 2013.

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

» Director of Sopassure (a French public limited company - SA) until
2 January 2020.
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Yves BRASSART, born in 1960

Vice-Chairman of the Supervisory Board
First appointment: 24 April 2014
End of term: 26 February 2023

Board committees: Member of the Financial Statements and Risk
Committees and Chairman of the Strategy Committee

Professional address: La Poste - 9 rue du Colonel Pierre Avia - 75015
Paris

Education: Graduate of IEP Paris, ENSPTT and the EDHEC business
school - DECS (Diploma in advanced accounting)

OTHER CURRENT APPOINTMENTS

Companies of the La Poste Group

» Executive Vice-President of La Poste (SA) in charge of finance and
development.

» Director and member of the Audit Committee member of the
Strategy Committee since of Poste Immo (a French public limited
company - SA).

» Director and member of the Audit and Financial Statements
Committee and of the Strategy Committee of Geopost (a French
public limited company - SA).

> Member of the Strategy Committee of La Poste Telecom (a French
simplified joint-stock company - SAS).

» Permanent representative of La Poste, non-voting advisor
of Siparex Associés (a French public limited company - SA).

» Permanent representative of La Poste, member of the Supervisory
Board of Siparex Proximité Innovation (a French simplified
joint-stock company - SAS).

» Member of the Strategy Committee of La Poste Silver (a French
simplified joint-stock company - SAS).

» Chairman of LP5 (a French simplified joint-stock company - SAS).

Chairman of LP7 (a French simplified joint-stock company - SAS).

» Chairman of La Poste Intrapreneuriat (a French simplified

joint-stock company - SAS)

Director at CNP Assurances” since 4 March 2020

v

v

Companies outside the La Poste Group
» None.
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BIOGRAPHY

» Career within the La Poste Group since 1987. From 1987 to 1990,
various positions in marketing and sales within La Poste Group’s
Postal Department. Then Marketing and Sales Director for the
Mail/Parcels Division from 1991 to 1993.

> From 1994 to 1999, Chief Financial Officer for the western France
section of the La Poste Group.

» From 1999 to 2006, Head of La Poste’s Financial Services and also
Chief Financial Officer for the General Public Network from 2001 to
2003.

» From 2006 to 2011, Chief Financial Officer of La Banque Postale.

» From September 2011 to April 2014, Head of Finance and Strategy
at La Banque Postale, as well as supervision of the Financial
Operations Department from September 2012.

» From January 2013 to 7 April 2014, member of the Executive Board
of La Banque Postale.

» From 7 April 2014, Executive Vice-President, Chief Financial Officer
and member of the Executive Committee of the La Poste Group,
then, since 7 September 2015, Executive Vice-President in charge of
Finance and Development.

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

» Permanent representative of La Poste, Member of the Supervisory
Board of XAnge Private Equity (a French simplified joint-stock
company - SAS).

» Chairman of LP 2 (a French simplified joint-stock company - SAS).

» Chairman of the Supervisory Board of XAnge Capital (a French
public limited company - SA - with an Executive Board and a
Supervisory Board)

» Chairman of LP6 (a French simplified joint-stock company - SAS).

» Member of the Supervisory Committee of Vehiposte (a French
simplified joint-stock company - SAS).

» Chairman of Oh My Keys (a French simplified joint-stock company
- SAS) until 30 September 2019.
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Permanent Representative of La Poste, member of the Supervisory

Board

First appointment: 5 April 2016
End of term: 26 February 2023
Board committees: None

Professional address: La Poste - 9 rue du Colonel Pierre Avia - 75015
Paris

Education: Graduate of ENSPTT - Degree in electronics (Paris XI)

>
>

v

Has worked at La Poste Group since 1982.

Policy officer at the French Post and Telecommunications Ministry
with the Director of Joint Projects in 1989, then various positions
within the Financial Department of La Poste.

Head of Financial Affairs and Investments at La Poste in 1995,
responsible for the CCP (postal chequeing accounts) fund
management project from 1998.

Chief Executive Officer of Efiposte in 2000.

Member of the Executive Board of La Banque Postale from
December 2005 to January 2013.

Executive Vice-President of the La Poste Group and Chief Executive
Officer of the La Poste Network from December 2012 to June 2015.
Became Executive Vice-President in charge of the transformation of
the La Poste Group on 19 February 2015, and has been General
Secretary and Executive Vice-President of the La Poste Group since
2 February 2016.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group

» Deputy Chief Executive Officer and General Secretary of La Poste
(SA).

» Chairman of the Board of Directors of Poste Immo (a French public
limited company - SA).

» Director of L'Envol, La Banque Postale’s campus (a non-profit
association).

» Director of Fondation La Poste.

» Member of the Strategy and Finance Committee of La Poste
Telecom (a French simplified joint-stock company - SAS).

» Director and member of the Appointments and Compensation
Committee of Geopost (a French public limited company - SA).

» Chairman of the Supervisory Committee of Véhiposte (a French
simplified joint-stock company - SAS).

> Member of the Strategy and Finance Committee and then Chairman

of the Strategy and Finance Committee of Altergo (a French
simplified joint-stock company - SAS) since 28 June 2019.

Companies outside the La Poste Group
» None.

>

>

Member of the Supervisory Board of BPE (a French public limited
company - SA).

Permanent Representative of SF2, Director of La Banque Postale
Assurances IARD (a French public limited company - SA).

» Member and Chairman of the Supervisory Board of

La Banque Postale Asset Management (a French public limited
company - SA - with an Executive Board and a Supervisory Board).
Member and Chairman of the Supervisory Board of

La Banque Postale Gestion Privée (a French public limited company
- SA- with an Executive Board and a Supervisory Board).

Member and Vice-Chairman of the Scientific Committee of the Ecole
de La Banque et du Réseau.
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Member of the Supervisory Board
First appointment: 30 May 2018
End of term: 26 February 2023
Board committees: None

Professional address: La Poste - 9 rue du Colonel Pierre Avia -75015
Paris

Education: Graduate of the Ecole supérieure des sciences
économiques et commerciales (ESSEC). Holds a masters in business
law and taxation

>
>

>

From 1987 to 1990, consultant at Arthur Andersen.

From 1990 to 1993, Chief Financial Officer for Cité mondiale des vins
et spiritueux.

From 1993 to 1997, Chief Financial Officer, Europe at Interleaf in
London.

From 1997 to 1999, Chief Financial and Administrative Officer at
Virgin Music France, then CEO from 1999 to 2002.

From 2002 to 2007, CEO then Chair of EMI Music France from 2007
t02009.

From 2009 to 2011, Chair of the Executive Board of Libération.
From 2011 to 2014, CEO and Chair of the Executive Board of the
Nouvel Observateur group.

Appointed Deputy CEO in charge of communication for La Poste
Group on 28 April 2014. Member of the Executive Committee.
Appointed Deputy CEO in charge of Digital and communication for
the La Poste Group on 9 February 2015.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group

» Member of the Policy Committee of Viapost (a French simplified
joint-stock company - SAS).

» Director of Geopost (a French public limited company - SA).

» Member of the Policy Committee of Mediapost Holding (a French
simplified joint-stock company - SAS).

Companies outside the La Poste Group

» Member of the Conseil Economique, Social et Environnement
(Economic, Social and Environmental Council).

> Member of the Conseil National du Numérique (National Digital
Council).

>
>

>

Director of Ma French Bank (a French public limited company - SA).
Member of the Supervisory Board of SNCF (EPIC) up to 31 December
2019.

Chair of Holding BNUM (a French simplified joint stock company

- SAS).

> Member of the Supervisory Board of Siparex Proximité Innovation (a

French simplified joint-stock company - SAS).

Employee representative member of the Supervisory Board
First appointment: 1 October 2018
End of term: 26 February 2023

Board committees: Member of the Appointments and Compensation
Committees

Professional address: La Banque Postale BP 1839 - 40 Place Jean
Moulin - 03000 Moulins

Education: AES degree (economic and social administration,
specialisation in Regional Management). Specialisation in Human
Resources, IFOCOP training centre

>

>
>
>

From 2001 to 2003, Human Resources Assistant (Intermarché
Logistique 03) - Groupe ITM.

In 2003, Personal Assistant to La Poste management.

From 2004 to 2006, Management Controller at La Poste.

Since 2006, Bank Controller responsible for La Banque Postale for
the Auvergne region.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group
» None.

Companies outside the La Poste Group
» None.

>

None.
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Thierry FRESLON, born in 1963

Employee representative member of the Supervisory Board
First appointment: 1 December 2015
End of term: 26 February 2023

Board committees: Member of the Financial Statements and Risk
Committees

Professional address: AVEA LA POSTE - 8, rue Brillat Savarin - 75013
Paris

Education: Certificate in Economics and Employee Relations, IEP Paris
- CESB and CESA, HEC DECF - Advanced vocational training certificate
in accounting and business management, distinction in English

OTHER CURRENT APPOINTMENTS

Companies of the La Poste Group
» Chairman of AVEA LA POSTE (association).

Companies outside the La Poste Group
» Director at UWA (non-profit).

>

>

v

v

v

v

Pursued a career in real estate firms and companies, notably as an
accountant and treasurer from 1990 to 1994.

Joined the La Poste Group in 1995 and notably held the position of
Assistant Chief Accountant of the Group Central Treasury
Department from 1996 to 1999.

From 2000 to 2005, Manager of bank-related accounting, then
central accounting at Efiposte.

From 2006 to 2011, Special Advisor to the Accounting Department
of La Banque Postale and, in parallel, Secretary of the Works
Council.

From 2012 to 31 December 2015, Manager of Internal Control
Procedures and General Resources at Transactis.

Since 1 December 2015, Employee Representative on the
Supervisory Board of La Banque Postale.

Since January 2016, Chairman of AVEA LA POSTE, a non-profit
association of the La Poste Group.

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

>

None.

Jean-Pierre HAKIZIMANA, born in 1959

Employee representative member of the Supervisory Board
First appointment: 27 February 2018

End of term: 26 February 2023

Board committees: Member of the Strategy Committee

Professional address: La Banque Postale - 115, rue de Sevres - 75275
Paris Cedex 06

Education: Degree from ENSPTT - MBA in Network Company
Management - DESS (Master’s level degree) in Marketing and
Management from ISGE-Intec in Lyon - DA (post-graduate degree) in
Telecoms Engineering from CESPTOM in Toulouse

BIOGRAPHY

>

v

v

v

v

v

From 1996 to 1998, Financial Controller, Head of Marketing in
charge of development at France Telecom’s Regional Department
of Evry.

Joined La Poste in 1999 in the Financial Services Operations
Department as project manager for improving the reliability of IT
Systems, then as Head of project management and IT management
until 2005.

From 2006 to 2012, Head of project management at the Finance
and Strategy Department of La Banque Postale.

From 2012 to 2015, Head of the microcredit market and social
partnership activity of the Retail Banking Division of

La Banque Postale.

From 2016 t0 2019, in charge of the overhaul of the
account-keeping project of the Concerto programme within the
Operations Division of La Banque Postale.

Since March 2019, Head of on-line internalisation projects in the
Marketing Department of the Retail Banking Division of

La Banque Postale.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group
» None.

Companies outside the La Poste Group
» None.

>

None
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Marie-Anne LAVERGNE, born in 1988

Permanent Representative of the French State, Member of the
Supervisory Board since 2 October 2019

First appointment: by decree of 26 September 2019 published in the
Official Journal of 29 September 2019

End of term: 26 February 2023

Board committees: Member of the Strategy, Financial Statements,
Risk, Appointments and Compensation Committees

Professional address: Ministry of Economy and Finance, French
Investments Agency (APE) - 139, rue de Bercy Télédoc 228 - 75572 Paris
Cedex 12

Education: Alumni of Ecole normale supérieure de Lyon - University
College of London

MBA from the Collége des ingénieurs - Corps of Bridges, Waters and
Forests engineer

Doctorate in materials chemistry

OTHER CURRENT APPOINTMENTS

Companies of the La Poste Group
» None.

Companies outside the La Poste Group

» State Representative, Member of the Board of Directors
of Bpifrance (EPIC).

CORPORATE GOVERNANCE
REPORT OF THE SUPERVISORY BOARD ON CORPORATE GOVERNANCE

BIOGRAPHY

» From 2015 to 2017, Deputy head of the “Industry, innovation and
the knowledge economy” bureau of the General Directorate of the
Treasury.

» From 2017 to 2019, Deputy head of the “Savings and financial

markets” bureau of the General Directorate of the Treasury.

Since September 2019, in charge of investments at the French

Investment Agency (Agence des Participations de I'Etat), in

particular La Poste and La Banque Postale.

v

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

» None.

Sophie LOMBARD, born in 1969

Independent member of the Supervisory Board
First appointment: 15 April 2016
End of term: 26 February 2023

Board committees: Member of the Strategy, Financial Statements and
Risk Committees until 26 February 2020

Chair of the Appointments and Compensation Committees until 26
February 2020

Professional address: -

Education: Graduate of the EDHEC Business School - MBA from
Columbia Business School, NY

OTHER CURRENT APPOINTMENTS

Companies of the La Poste Group
» None.

Companies outside the La Poste Group

» Director, member of the Audit Committee and of the Appointments
and Compensation Committee of Kaufman et Broad™ (a French
public limited company - SA).

Member of the Investment Committee of Citizen Capital (fund).
Member of PAI Human Capital (endowment fund).

Managing Director at Parvilla (a French simplified joint-stock
company - SAS) since 31 August 2017.

vYvyy

BIOGRAPHY

v

From 1992 to 1995, marketing and sales of structured rate products
at Société Générale.

From 1997 t0 2001, LBO financing at Deutsche Bank in London and
Paris.

From 2001 to 2012, PAI Partners: origination, deal-making and
monitoring of investments in the consumer goods and distribution
sector.

From 2013 t0 2017, founder and Managing Director of Eloa Consell,
advisor on strategy and investments with investment funds.

Since 2017, partner and Deputy CEQ of Parvilla, a private equity
management fund.

v

v

v

v

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

> Member of the Strategy Committee of Centre TedyBear (a French
simplified joint-stock company - SAS).

» Executive Vice-President and Director of Financiére Gaillon 8 (a
French public limited company - SA).

» Manager at Eloa Conseil (a French private limited company - SARL).
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Independent member of the Supervisory Board > May 1980 to March 1994: Ernst & Young: audit partner as of 1989.
First appointment: 11 April 2018 > April 1994 to April 2008: Moody’s Investors Service - Paris, Senior
Analyst, London and New York, Managing Director.

End of term: 26 February 2023 » May 2008 to May 2016: Moody’s Investors Service Inc., Chairman &

Board committees: Chair of the Financial Statements Committee, Chief Operating Officer.

member of the Risk Committee, of the Appointments Committee, of the > June 2016 to December 2018: Moody’s Investors Service,
Compensation Committee and of the Strategy Committee Vice-Chairman.

Education: Master of Management (Northwestern University Graduate » IFRS Foundation - Trustee since 1 January 2018.

School of Management). Graduate school of business - Rouen
Chartered accountant diploma

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group » Director and Chairman of the Board of Directors - Moody’s Investors
> None. Service Ltd.
» Director and Chairman of the Board of Directors - Moody’s Investors
¢ . tside the La Poste G Service EMEA Ltd.
ompanies outside the La Foste Group » Director and Chairman of the Board of Directors - Moody’s
» Trustee - IFRS Foundation. EMEA Ltd.
» Director, member of the Audit, Risk, Appointments and » Member of the Supervisory Board - Moody’s France SAS (a French
Compensation Committees of China Construction Bank simplified joint-stock company - SAS).
Corporation > Member of the Beirat - Moody’s Deutschland GmbH.
» Director - Moody’s Investors Service Inc.

» Director - The Moody’s Foundation.

Employee representative member of the Supervisory Board » Pursued a career within the La Poste Group as a Financial Advisor,
First appointment: 27 February 2008 and then as a Customer Service Manager from 1998 to 2004.

> Regional secretary for the Paris/lle-de-France CFE-CGC trade union,
End of term: 26 February 2023 responsible for the La Poste General Public Network, member of

Board committees: Member of the Financial Statements and Risk La Poste’s Employee-Relations Committees until 2007.
Committees » Employee representative on the Supervisory Board of the La Poste
Professional address: La Banque Postale - 115, rue de Sévres - 75275 Employee Savings Fund until 2007.

Paris Cedex 06 » From 2008 to 2013, Head of the Internal Synergies Project within

La Banque Postale’s Social and Local Economy Department.
» Since 2013, Quality Manager for the Compliance Department of
La Banque Postale.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group » Director of Logipostel (a rent-controlled housing production
» None. company).
» Alternate Director and member of the financial and markets
commissions at Urssaf Ile-de-France.
» President of the Instance Paritaire Territoriale of Pole Emploi Paris
> Member of the Instance Paritaire Territoriale (joint territorial body) Ile-de-France between 1 January and 31 December 2018.
and, since 1 January 2019, Vice-Chairman of the Instance Paritaire
Territoriale of Pole Emploi Paris fle-de-France (State employment
agency).
> Permanent member of the Instance Paritaire Régional (joint
regional body) of the Paris Ile de France Employment Office since
1 April 2019.

Education: Sales and finance

Companies outside the La Poste Group
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Member of the Supervisory Board
First appointment: 11 April 2018
End of term: 26 February 2023

Board committees: Member of the Financial Statements, Risk and
Strategy Committees

Professional address: La Poste - 9 rue du Colonel Avia 75015 Paris

Education: Post-graduate degree (DEA) in Modelling and quantitative
analysis

>

From 1995 to 2000, in charge of project ownership and savings
standards in La Poste Financial Division.

From 2000 to 2005, Efiposte auditor, then accounting manager.
Within La Banque Postale Financial Division:

from 2006 to 2009, Deputy Accounting Director;

from 2009 to March2016: Director
Management and Manager of the
communication.

of Balance Sheet
Group’s  financial

Since March 2016, La Poste Group Financial Control Director.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group

» Member of the Supervisory Committee of Véhiposte (a French
simplified joint-stock company - SAS).

Companies outside the La Poste Group
» None.

>

Director of Tocqueville Finance Holding (a French simplified
joint-stock company - SAS) and Tocqueville Finances SA (a French
public limited company - SA).

Member of the Directors’ Committee of LBP Immobilier Conseil (a
French simplified joint-stock company - SAS).

Member of the Supervisory Board and of the Audit and Risk
Committee at BPE (a French public limited company - SA).
Chair of Galliéni SF2-6 (a French simplified limited company with a
sole shareholder - SASU).

Director and member of the Audit and Risk Committee of LBP Home
Loan SFH (a French limited company - SA).

Permanent Representative of SF2, Director of LBP Conseil en
Assurances (a French public limited company - SA).

Independent member of the Supervisory Board
First appointment: 27 February 2018
End of term: 26 February 2023

Board committees: Chairman of the Risk and Appointments
Committees and member of the Financial Statements, Compensation
and Strategy Committees

Professional address: -

Education: Company director certificate from Sciences PO-IFA
Graduated from Sup de Co in Reims (Neoma)

>

>

From 1986 to 1991, Relationship Officer of the Corporate Division of
Banque Indosuez.

From 1991 to 1995, Deputy Head of the Corporate Division of
Bangque de Gestion Privée.

From 1995 to 2002, Senior Banker then Co-Head of Corporate
Origination of ING Group France.

From 2002 to 2010, member of the Executive Committee and Head
of Corporate Origination at RBS France.

From 2010 to 2017, Director of Risk & Conduct Assurance, then
member of the Executive Risk Committee of Royal Bank of Scotland
(RBS) in London.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group
» None.

Companies outside the La Poste Group

» Chair of Arbrys Advisory (a French simplified limited company with a

sole shareholder - SASU)

>

Director of Risk & Conduct Assurance (Plc).
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Member of the Supervisory Board until 4 March 2020 » Hasworked at La Poste Group since 1988. From 1988 to 1991,

First appointment: 30 July 2015 (effective 1 September 2015) Strategic Planning Manager and Economic and Financial Strategy
Manager, then from 1991 to 1994, Head of the Management Control

End of term: 4 March 2020

Service in the Group Financial Department.
Board committees: None

> In 1994, Head of La Poste de ['Oise.
Professional address: La Poste - 9 rue du Colonel Avia - 75015 Paris > In 1997, member of La Poste’s Operational Committee. Creation of
Education: Graduated from IEP Paris and ENSPTT - Degree in the Purchasing Department, which he headed until 2001
economics » In parallel, from 1998 to 2001, Head of Management Control.

» From 2001, Head of Strategy, member of the Executive Committee

and from mid-2002, Executive Vice-President, Group Strategic
Development.

» From 2004 to 2009, Chairman and CEO of Mediapost and Advisor to
the Group Chairman. Also in 2004 became Chairman of the Direct
Distribution Trade Association.

» From March 2009 to June 2014, Chief Executive Officer of Mail. Also
appointed Chairman of the Postal Operators Trade Association.

» From July 2014 to September 2015, Executive Vice-President of the
La Poste Group and Chief Executive Officer of Mail and Parcel Services.

> Since 7 September 2015, Executive Vice-President of the La Poste
Group in charge of institutional strategy and regulation.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group > Member and Vice-Chairman of the Board of Directors of Asendia

» Director of Geopost (a French public limited company - SA). Holding AG (a Swiss company).

» Director of Poste Immo (a French public limited company - SA). > Member and Vice-Chairman of the Board of Directors of Asendia

» Member of the Supervisory Board of Véhiposte (a French simplified Management (a French simplified joint-stock company - SAS).
joint-stock company - SAS). » Member of the Policy Committee of Mediapost Holding (a French

simplified joint-stock company - SAS).
» Director of La Poste Global Mail (a French simplified joint-stock
company - SAS).
Member of the Policy Committee of Viapost (a French simplified
joint-stock company - SAS).
» Member of the Supervisory Board of Fret GV (a French simplified
joint-stock company - SAS).

Independent member of the Supervisory Board » From March 2000 to October 2001: Consultant actuary at Selectis

First appointment: 26 February 2020 EO”SUI\H“”@ 00110 007 Hoad ot th .
> t : t
End of term: 26 February 2023 rom November 0 January ead of the personal ris

insurance and reinsurance divisions at Actuaris.

Companies outside the La Poste Group
» None. >

Board committees: Chair of the Compensation Committee, member » From January 2007 to January 2010: Head of the Actuarial Division
of the Strategy, Appointments and Risk Committees at AG2R La Mondiale (individual products)
Professional address: SCOR [One Seaport Plaza, 199 Water Street, » From February 2010 to August 2013: Technical Director and member
Suite 2100] - New York, NY 10038 (USA) of the Management Committee of La Banque Postale Prévoyance

» September 2013 to February 2016: Vice-Chair of Forsides for the US

Education: Member of the American Academy of Actuaries (since
2015), Actuary in ERM/Chartered Enterprise Risk Analyst (since 2012),
Qualified and certified member Actuary of the Institut des actuaires
(since 2000), Certificate in statistics (Institut de statistiques de
I'Université de Paris), Master’s in pure and fundamental mathematics
(Université Pierre et Marie Curie - Paris 6)

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group » None

v

From March 2016 to November 2016: Central Actuarial, governance
of actuarial assumptions for financial reporting and pricing at
Prudential Financial

» Since December 2016: Head of internal audit for the Americas
region at SCOR Group

» None.

Companies outside the La Poste Group
» None
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Member of the Supervisory Board
First appointment: 4 March 2020
End of term: 26 February 2023

Board committees: Member of the Appointments and Strategy
Committees

Professional address: Caisse des dépots et consignations - 56 rue de
Lille 75356 Paris 07 SP

Education: Institut d’études politiques de Paris, ESSEC, French
National School of Administration (ENA)

From 1994 to 1998: Inspector of Finance at the Ministry of Economy
and Finance

From 1998 to 2000: France Telecom agency Director

From 2000 to 2006: CEO of Alapage.com and, from 2002, CEO of
Wanadoo

From 2006 to 2012, Partner in the venture capital company
Sofinnova

From 2012 to 2016: CEO of LeGuide.com

In parallel, creation and management of the Digital New Deal
Foundation, a digital think tank

Since 15 December 2017, Deputy CEO of Caisse des dépots et
consignations in charge of steering the strategic review of the
subsidiaries and financial stakes, and since May 2018, Director of
Banque des territoires

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group

» Deputy CEO of Caisse des dépots et consignations (EP)
» Director, Member of the Audit Committee and of the Strategy and
Investments Committee of La Poste (SA).

Companies outside the La Poste Group

» Director, member of the Compensation Committee and member of
the Appointments Committee of Bpifrance (SA).

» Director of Transdev Group (SA).

> Representative of Caisse des dépdts, Director of Agence nationale
de la Cohésion des Territoires (EP).

» Chairman of the Board of Directors of Fondation Digital New Deal
(non-profit association).

> Member of the Board of Directors of Assia Inc (USA).

>
>
>

v

>

>

CEO of LeGuide.com

Director at Alpha Mos SA.

Director, member of the Strategy Committee of CNP Assurances” (a
French public limited company - SA).

Director at Solutions 30 (Luxembourg).

Director at Black Crows (a public limited company - SA - Cab.5).
Member of the Advisory Board of Famoco (a French public limited
company - SA).

Member of the National Policy Committee (Conseil National
d’Orientation) of Bpifrance (a French public limited company - SA).
Independent State representative member of the Supervisory Board
of Arte (a French public limited company - SA).

Chair of OS Conseil (a French simplified limited company with a
sole shareholder - SASU).

Chairman of the Board of Directors of Amis de la Bibliotheque
Nationale de France (non-profit association).
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Employee representative member of the Supervisory Board » Worked for LCL from 1985 to 1997:
First appointment: 27 February 2018 - Head of the back office from 1985 to 1987 and Credit Analyst

End of term: 26 February 2023 from 1988 to 1931, _ ‘ '
Board committees: Member of the Strategy Committee E:E:eljgz to 1994, Project manager in the Corporate business

Professional address: La Banque Postale - 115, rue de Sevres -
75275 Paris Cedex 06

Education: Banking Management at HEC-CESA; DESS (specialised
Master's level degree) in Banking and Finance, University Paris \; D.E.S > From 1998 to 1999, Auditor of the Financial Centres of the Financial

(specialised graduate degree) from the Institut technique de banque Customers Department of La Poste.

» From 2000 to 2001, Internal Controller of the Management Board of
Oséo Filiale Procrédit-Probail.

» In 2001, Senior Auditor of the management and Savings
Department of the AMF (French Financial Markets Authority).

» From 2001 to 2006, La Poste: In charge of specialised areas in the
Operations Department of the Financial Services Division from 2001
t0 2004 and project manager in the Financial Customers
Department from 2005 to 2006.

» From 2006 to 2010, Interbank Correspondent in the Interbank
Relations Department of La Banque Postale.

» From 2010 to 2014, Supervisor of the steering of the audit activity at
the national level in the Internal Audit Department of
La Banque Postale.

» Since 2015, Interbank Correspondent of the service in charge of
regulation of partnerships and external relationships of the
Payments Department of La Banque Postale.

OTHER CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group » None.

From 1995 to 1997, Business Development Manager of the
Corporate and Operations divisions in Paris.

» None.

Companies outside the La Poste Group

» Member of the Supervisory Board of the company Atout Pierre
Diversification (French REIT).

» Member of the Supervisory Board of the company Actipierre Europe
(French REIT).

> Member of the Supervisory Board of Ciloger Habitat (French REIT).

Government Commissioner > From 1985 to 1995, Executive assistant at the Banque de France.
Appointed by decree of 2 February 2018 published in the Official > From 1998 t0 2002, Advisor to the Administrative Court.
Journal of 8 February 2018 » From 2003 to 2005, Head of the oil taxation office.
. - ) » From 2006 to 2008, Adviser to the French Permanent

Professional address: Ministry of the Economy and Finance, ; )
139 rue de B 75572 Paris Codex 12 Representation to the European Union.

fue debercy- ars-edex > From 2009 to 2011, Deputy Director of TRACFIN.
Education: Grad'uate pf IEP Paris -_Studie_d at the French National > From 2012 to 2013, Deputy Head of the Legal Services Department
School of Administration - Degree in public law of the Ministry of Economy and Finance, Deputy State Judicial

Officer.

» From September 2013 to June 2017, Head of the Economic
Department of the French Embassy in Vienna (Austria).

» Since July 2017, Head of the Economic and Financial Control
Mission.
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Changes in the Supervisory Board and Committees during the 2019 financial year

Departure Appointment/Election (Effective date) Reappointment

Supervisory
Board

Nathalie Dieryckxvisschers
State Representative
25.09.2019

Marie-Anne Lavergne
State Representative
26.09.2019

None

Departure

Appointment

Reappointment

Financial Nathalie Dieryckxvisschers Marie-Anne Lavergne
Statements State Representative State Representative None
Committee 25.09.2019 02.10.2019
Departure Appointment Reappointment
Nathalie Dieryckxvisschers Marie-Anne Lavergne
Risk Committee State Representative State Representative None
25.09.2019 02.10.2019
Departure Appointment Reappointment

Appointments
Committee

Nathalie Dieryckxvisschers
State Representative
25.09.2019

Marie-Anne Lavergne
State Representative
02.10.2019

None

Departure

Appointment

Reappointment

Compensation

Nathalie Dieryckxvisschers
State Representative

Marie-Anne Lavergne
State Representative

None

Committee 25.09.2019 02.10.2019

Departure Appointment Reappointment
Strategy Nathalie Dieryckxvisschers Marie-Anne Lavergne
Committee State Representative State Representative None

25.09.2019

02.10.2019
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Changes in the Supervisory Board and Committees between 1 January 2020 and 4 March 2020

Departure

Appointment/Election (Effective date)

Reappointment

Sophie Lombard

Nefissa Sator

26.02.2020 26.02.2020 None
Supervisory
Board
Nicolas Routier Olivier Sichel
04.03.2020 04.03.2020
Departure Appointment Reappointment
Sophie Lombard Nefissa Safor None
26.02.2020 26.02.2020
Member and Chair of the Appointments
and Compensation Comittees, member of
the Strategy, Financial Statements and Risk
Committees
Member and Chair of the Compensation
Committee, member of the Strategy,
Appointments and Risk Committees
Committees
Emmanuel Rondeau
26.02.2020
Chair of the Appointments Committee
Olivier Sichel
04.03.2020
Member of the Strategy and Appointments
Committees
Supervisory Board member attendance in financial year 2019
Financial
Statements Risk Appointments Compensation Strategy
Board Committee Committee Committee Committee Committee
Board members attendance attendance attendance attendance attendance attendance
Philippe Wahl, Chairman of the
Supervisory Board 100% N/A N/A 100% 100% N/A
Yves Brassart, Vice-Chairman of the
Board 100% 100% 83% N/A N/A 67%
Philippe Bajou 86% N/A N/A N/A N/A N/A
Nathalie Collin 43% N/A N/A N/A N/A N/A
Nathalie Dieryckxvisschers 100% 67% 80% 100% 100% 50%
Sandrine Fagot-Revurat 86% N/A N/A 100% 100% N/A
Thierry Freslon 100% 100% 100% N/A N/A N/A
Jean-Pierre Hakizimana 86% N/A N/A N/A N/A 100%
Marie-Anne Lavergne 100% 100% 100% 100% - 100%
Sophie Lombard 100% 100% 100% 100% 100% 100%
Michel Madelain 100% 100% 100% 100% 100% 100%
Steeve Maigne 86% 100% 100% N/A N/A N/A
Sophie Renaudie 100% 100% 100% N/A N/A 100%
Emmanuel Rondeau 100% 100% 100% 100% 100% 100%
Nicolas Routier 86% N/A N/A N/A N/A N/A
Thierry Viarouge 100% N/A N/A N/A N/A 100%

The members shown in italics left the Supervisory Board during the 2019 financial year.
N/A: non-member of the body in question.
- member but no meetings were held in 2019 during the term of the person in question.
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Information on the new Supervisory Board members

When new members of the Supervisory Board assume their
positions, they are given a file containing the Bank’s Articles of
Association, the internal regulations of the Supervisory Board and
its committees, the Supervisory Board Members’ Charter, the
Universal Registration Document and the principal texts
implementing the CRD IV rules.

Competence and training of the Supervisory Board

and committee members

The Board ensures that its members collectively have the
knowledge, skills and experience required in the areas of banking
and financial markets, legal and regulatory requirements that apply
to the Company, its system of governance including internal
control procedures, strategic planning and how to implement it,
risk management, accounting and financial reporting and, in
addition, insurance markets and the legal and regulatory
requirements that apply to companies in this sector.

The Board also ensures that the members appointed to its special
committees have the appropriate skills and experience to carry out
their duties on these committees.

Seminars on strategic, technical or topical subjects, and when
applicable, technical workshops are organised on a regular basis
for the members of the Supervisory Board.

Special training sessions are organised for new members.
Technical workshops were organised for the Financial Statements
and Risk Committees. The Risk Committee also organises seminars
open to all Board members. In addition, an eleven-day certificate
training course given by Paris Dauphine University was offered to
the Board members representing the employees elected or
re-elected in 2018.

CORPORATE GOVERNANCE
REPORT OF THE SUPERVISORY BOARD ON CORPORATE GOVERNANCE

Availability

Special attention is paid to availability to attend the Company’s
governing bodies, and to compliance with the rules of the French
Commercial Code, French Monetary and Financial Code and the
Afep/Medef Code about the holding of multiple offices. The
members of the Supervisory Board and the Executive Board are
invited to report to the Chairman of the Company’s Supervisory
Board before accepting a new appointment in order to verify that
the new appointment is compatible with legal and regulatory
provisions. New members of the Supervisory Board receive a
summary document informing them of their obligations with
respect to holding multiple offices.

Assessment of the notion of independent member

Since La Banque Postale was founded, its Supervisory Board has
used the general definition in the Afep/Medef Code to assess the
independence of its members. Members of the Supervisory Board
are therefore considered to be independent as long as they have no
relationship of any kind with the Company, its parent Group or its
management that is likely to compromise their freedom of
judgement.

Independence is reviewed each year by the Appointments
Committee, which presents its findings to the Supervisory Board.
The latter, in accordance with the findings of the Appointments
Committee, which reviewed the members’ independence in light of
the new recommendations of the Afep/Medef Code, confirmed the
independence of three members of the Board: MrsSophie
Lombard and Messrs Michel Madelain and Emmanuel Rondeau.

On 26 February 2020, a new independent member of the Board,
Mrs Nefissa Sator, was coopted to replace MrsMadame Sophie
Lombard, on recommendation by the Appointments Committee.

Compliance with the independence criteria of the Board members other than the employee representatives on the date of

this document:

Criterion Criterion Criterion Criterion Criterion Criterion Criterion Criterion

1 2 3 4 5 6 7 8
Philippe Wahl, Chairman of the Supervisory Board X X ok ok ok ok X X
Yves Brassart, Vice-Chairman of the Supervisory Board X ok ok ok ok ok ok X
Philippe Bajou, Permanent Representative of La Poste X ok ok ok ok ok ok X
Nathalie Collin X ok ok ok ok ok ok X
The French State, represented by Marie-Anne Lavergne ok ok ok ok ok ok ok X
Michel Madelain ok ok ok ok ok ok ok ok
Sophie Renaudie X ok ok ok ok ok ok X
Emmanuel Rondeau ok ok ok ok ok ok ok ok
Nefissa Sator ok ok ok ok ok ok ok ok
Olivier Sichel X ok ok ok ok ok ok ok

“ok” represents an independence criterion that is met in accordance with the Afep/Medef criteria.
“X” represents an independence criterion that is not met in accordance with the criteria of the Afep/Medef Code.
Criterion 1: Has not been an employee or corporate officer of the Company, a consolidated company or a parent company over the past five years.

Criterion 2: Does not hold cross directorships.
Criterion 3: Does not have significant business relationships.
Criterion 4: Does not have close family ties with a corporate officer.

Criterion 5: Has not been statutory auditor of the Company during the past five years.

Criterion 6: Has not been a director of the Company for more than 12 years.

Criterion 7: Has not been a non-executive corporate officer of the Company and received compensation from the Group.

Criterion 8: Is not a representative of a major shareholder.
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Declarations of the absence of convictions, bankruptcy,
sanctions, family ties or benefits as a result of service
agreements concerning members of the Supervisory Board

There are no family ties between the members of the Supervisory
Board and the Executive Board. Over the last five years, no member
of the Executive Board has been convicted of fraud or associated,
as members of management or supervisory bodies, with a
bankruptcy, receivership or liquidation.

In the last five years, the members of the Executive Board have not
been subject to any incrimination or official public sanctions, nor
have they been prohibited from exercising their duties.

Members of the Executive Board do not enjoy any benefits in
respect of service agreements with the Company or any of its
subsidiaries.

2.1.3.1.3 Duties of the Supervisory Board and
its committees

Activities of the Supervisory Board in 2019

The Supervisory Board met seven times during the 2019 financial
year with an average attendance rate of 91%.

In addition to the Board members themselves, the government
Commissioner, the Economic and Social Committee Secretary, the
members of the Executive Board, and the Chief Financial Officer
participate in the Board meetings, and some other
La Banque Postale directors participate occasionally depending on
points in the agenda. The statutory auditors attended the meetings
at which the annual and half-year financial statements were
presented.

During 2019, the work carried out by the Board focused primarily
on the following issues:

> the strategy:

- public banking and insurance project:

- T Strategy,

- customer segmentation, business and conquest,
- KissKissBankBank,

- update on the General Interest Mission,

— opinion of the CUES on the strategic directions of the Bank and
the consequences on the business and employment;

» operation of the Supervisory Board and governance:

— formalised assessment of the functioning of the Supervisory
Board and its committees,

- remuneration of Executive Board members,
- updating of La Banque Postale’s remuneration policy,
- succession plan,

— report prepared pursuant to Article266 of the decree of
3 November 2014;

> the Bank’s business activity:
- quarterly business reports,

- presentation of the 2018 parent company and consolidated
financial statements, together with the proposed appropriation
of netincome and the Executive Board’s management report,

- presentation of the half-year financial statements and the
half-year business report,

- presentation of the budget and the annual issue programmes;
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» control of the Bank’s business activity:

— report drawn up pursuant to Articles 258 to 264 of the decree of
3 November 2014,

- report prepared pursuant to Article253 of the decree of
3 November 2014,

- risk appetite,

— review of the business activity and results of internal control,
- thework of the Internal Audit Department,

- report of the Supervisory Board on corporate governance,

- annual review of regulated agreements,

- update onissues,

- workplace and salary equality policy.

To support the works of the Board, two Board seminars were held in
2019:

> aspecific training seminary for insurance;

» a seminar focused on the quality of service, digital strategy and
the launch of Ma French Bank.

This work and the ensuing discussions enabled the Supervisory
Board to exercise its powers of control over the Bank’s
management team, together with its decision-making powers.

2.1.3.1.4 The special committees
of the Supervisory Board

Financial Statements Committee
The Financial Statements Committee is primarily responsible for:

» checking the clarity of financial information supplied by the
Executive Board and assessing the relevance of the accounting
methods adopted;

» participating in the selection of the statutory auditors and
ensuring that they are independent and objective.

At 31 December 2019, this Committee consisted of three
independent directors, one of whom chairs the meetings, two
members of the Board belonging to the La Poste Group, the State
representative and two members of the Board members
representing the employees. The Government Commissioner also
attends the Committee’s meetings.

The Committee members have financial and accounting expertise,
notably as a result of the duties they have had and still have.

The Financial Statements Committee meets at least twice per year
and, in particular, prior to any meeting of the Supervisory Board
where one or more questions relating to its area of expertise are on
the agenda. The Chairman of this Committee reports on its work to
the Supervisory Board after every meeting. It may seek the
assistance of any person whose skills and expertise it considers
necessary to carry out its mission.

The Committee hears the opinions of the statutory auditors, the
Bank’s Chief Financial Officer, the Head of Risk and the Internal
Auditor on issues that concern them, in particular on the
Company’s risks and significant off-balance sheet commitments,
the main points of the results of the legal audit and the accounting
options used.

The Committee met five times in 2019 with an average attendance
rate of 97%.
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During 2019, its work focused primarily on the following issues:

» presentation of the annual financial
management report and the CSR report;

statements, the

» detailed summary of the certification work of the statutory
auditors;

» management report by the Executive Board and report by the
Supervisory Board on the conditions for preparing and
organising the Board’s work and the internal control
procedures;

» 2019 work schedule of the statutory auditors;

» feedback from the interim work of the statutory auditors;

» |FRS 9 and IFRS 16 standards;

» presentation of the half-year financial statements and the
half-year business report;

» review of the choice of consolidation standards;

» account-closing options;

> the Internal Audit Department’s accounting assignments;

» accounting IT systems;

» public banking and insurance project.

A technical workshop was also organised in 2019 in addition to the
Committee meetings, on the topic of changing standards,
account-closing options and financial communication.

Risk Committee
The Risk Committee is primarily responsible for:

> assessing the quality of internal control, in particular the
principles and system of risk management;

» taking note of the Company’s Internal Audit Department’s
Charter and that of the Permanent Control Department;

> examining the accounting aspects of the Company’s
remuneration policy and practices and its position in terms of
risk;

» more generally, ensuring compliance with the tasks provided by
the French Monetary and Financial Code and by the decree of
3 November 2014 on the internal control of companies in the
banking, payment services and investment services sectors
subject to the supervision of the French Prudential Supervision
and Resolution Authority (ACPR).

At 31 December 2019, this Committee consisted of three
independent directors, one of whom chairs the meetings, two
members of the Board belonging to the La Poste Group, the State
representative and two members of the Board members
representing the employees. The Government Commissioner also
attends the Committee’s meetings.

Members of the Committee have the knowledge, skills and
expertise necessary to perform their duties and to understand and
monitor the Group’s strategy and appetite for risk. When required,
training is provided at the time of appointment or during their term
to improve their knowledge.
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The Risk Committee meets at least four times per year and, in
particular, prior to any meeting of the Supervisory Board where one
or more questions relating to its area of expertise are on the
agenda. The Chairman of this Committee reports on its work to the
Supervisory Board after every meeting. It may also seek the
assistance of any person whose skills and expertise it considers
necessary to carry out its mission.

The statutory auditors, the Chief Financial Officer of the Bank, the
Head of Compliance, the Head of Risk and the Internal Auditor are
heard by the Committee regarding topics of concern to them.

The members meet without Bank representatives prior to the
meetings in order to prepare the session.

The Committee met six times in 2019 with an average attendance
rate of 96%.

During 2019, its work focused primarily on the following issues:
» recovery and resolution plan;

annual internal control and risk management report;
half-yearly internal control report;

report on compliance procedures;

vV vy VY

setting guidelines, policies and risk limits - risk appetite: the risk
appetite framework and the risk appetite dashboard;

» review of business activity and of the results of permanent
control;

> review of the reports issued by Internal Audit and follow up on
action plans;

» implementation of the AML/CFT (anti-money laundering and
combating the financing of terrorism) action plan;

risk mapping;

crisis management and continuity plans;
ILAAP, ICAAP and STE;

SREP letter;

compliance policy;

risk culture;

IT services risk;

analysis of litigations;

vV vV vV vV vV vV vV VY

review of the Human Resources of the risk, compliance and
Internal Audit Departments;

European Central Bank follow-up letters;

risk control system for the insurance entities and the CIB;
application of the Sapin 2 law;

application of the General Data Protection Regulation (GDPR);
multi-year audit plan;

vV v vV VvV VY

the work of the Committee and its functioning.
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Appointments Committee

In order to prepare the work of the Board with respect to the
appointments policy within the Company and its subsidiaries, the
Compensation Committee is notably responsible for the following
tasks:

» prior review of the profiles of individuals under consideration for
a seat on the Board due to their independence vis-a-vis the
Company or La Poste Group, or for becoming a member of the
Executive Board. The Committee also gives its opinion on
renewals of terms;

» periodic assessment, and at least once per year:

- review of the structure, size, composition and efficiency of the
Supervisory Board with regard to the tasks assigned to it. The
Committee submits to the Supervisory Board any relevant
recommendations,

- on the knowledge, skills and experience of the Supervisory
Board members, both individually and collectively. The
Committee reports on this appraisal to the Supervisory Board,

- of the qualification as an independent member of the
Supervisory Board,;

> setting the target to be achieved in relation to gender balance
on the Supervisory Board and creating a policy to achieve this
target;

» annual assessment of the balance and diversity of knowledge,
skills and experience possessed individually and collectively by
the Supervisory Board members;

> |t also specifies the tasks and qualifications that are necessary
for Supervisory Board positions and assesses the time devoted
to Supervisory Board member duties;

» review of the management succession plan in order to
recommend possible candidates for succession to the
Supervisory Board, notably in the event of an unforeseen
vacancy.

At 31 December 2019, this Committee consisted of three
independent directors, one of which chairs the meetings, the
Chairman of the Supervisory Board, the State representative and a

member of the Board representing the employees. The
Government Commissioner also attends the Committee’s
meetings.

The members of the Executive Board may attend Committee
meetings at the request of the Chairman of the Committee. The
Committee can also hear the main managers of the Company and
of its subsidiaries and can invite anyone whose expertise they
believe is required to carry out its mission. It can be assisted by the
departments responsible for internal control and by outside
experts.

The Appointments Committee met twice in 2019 with an average
attendance rate of 100%.

During 2019, its work focused on the review of the profile of a
candidate under consideration notably with regard to their
expertise, experience, availability and whether or not there were
any potential conflicts of interest, the renewal of the Board and of
the Executive Board, review of the composition of the Board and of
its committees, notably with respect to the diversity of its
members, review of the independence of the Board members and
the prevention of conflicts of interest.

In February 2019, the Committee reviewed the succession plan for
managers and presented its conclusions to the Supervisory Board.
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Compensation Committee

In order to prepare the work of the Board with respect to the
remuneration policy within the Company and its subsidiaries, the
Compensation Committee is notably responsible for the following
tasks:

» the annual review:
- ofthe principles of the remuneration policy,

- the remuneration, allowances and benefits of all types awarded
to the Company’s corporate officers,

- the remuneration policy for employees who manage collective
investment undertakings and for employees who are financial
market professionals, whose activities are likely to have a
material impact on the Company’s risk exposure,

- the report prepared by the Executive Board pursuant to
Article 266 of the decree of 3 November 2014 and forwarded to
the French Prudential Supervision and Resolution Authority
(ACPR);

» the policy for the remuneration allocation to the Board
members for their activity;

» the review of retirement and benefits plans;

> the review of the opportunity to set up profit-sharing and
incentive schemes for corporate officers and/or employees.

The Committee also makes sure that the remuneration policy
complies with the provisions of the decree of 3 November 2014,
and that it is consistent with professional standards, regardless of
whether the remuneration is fixed or variable, paid in cash or
shares, or consists of benefits in kind, and of whether it is deferred
or not. The Compensation Committee also reviews the
remuneration of the Head of Risk, the Head of Compliance, and of
the Internal Auditor.

At 31 December 2019, this Committee consisted of three
independent directors, one of which chairs the meetings, the
Chairman of the Supervisory Board, the State representative and a

member of the Board representing the employees. The
Government Commissioner also attends the Committee’s
meetings.

The Committee can hear the main managers of the Company and
of its subsidiaries and can invite anyone whose expertise it believes
is required to carry out its mission. It can also be assisted by the
departments responsible for internal control and by outside
experts.

The Appointments Committee met twice in 2019 with an average
attendance rate of 100%.

During 2019, its work focused primarily on the following issues:

» the principles of the remuneration policy and the report
prepared pursuant to Article 266 of the decree of 3 November
2014,

> the remuneration of Executive Board members and setting their
targets;

» updating the remuneration policy;

» the review of the remuneration of the Head of Risk, the Head of
Compliance and the Internal Auditor;

» the remuneration allocated to Supervisory Board members.
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Strategy Committee

The Strategy Committee reviews and follows the implementation
of the multi-year strategic plan, the strategic projects and
operations of the Company and of its subsidiaries and the
operations submitted for the prior authorisation of the Supervisory
Board in accordance with the law and the Articles of Association.

At 31 December 2019, this Committee consisted of three
independent directors, the Vice-Chairman of the Supervisory
Board, who is the Chairman of the Committee, of another member
of La Poste Group, of the State representative and of two members
of the Board representing the employees. The Government
Commissioner also attends the Committee’s meetings.

At the prior request by its Chairman, the Committee can hear the
main managers of the Company and of its subsidiaries and can
invite anyone whose expertise it believes is required to carry out its
mission.

To address the strategic issues that needed to be presented to the
Supervisory Board for review, the Strategy Committee met three
times in 2019 with an average attendance rate of 92%.

During 2019, its work mostly concerned, in addition to the Bank’s
strategic projects, the public banking and insurance project.

2.1.3.1.5 Comments of the Supervisory Board
concerning the report of the Executive
Board and the 2019 financial
statements

As required by law and the Company’s Articles of Association, the
Supervisory Board has made the verifications and controls it
deemed necessary as part of its supervisory duties with regard to
the management of the Company by the Executive Board.

The Supervisory Board thus notably reviewed the corporate and
consolidated financial statements for 2019 presented to it by the
Executive Board, in accordance with the law. It also reviewed the
Executive Board’s management report on the activity of the
La Banque Postale Group for the financial year.

The Supervisory Board has no particular comments to make
regarding the financial statements or the management report of
the Executive Board.

CORPORATE GOVERNANCE
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2.1.3.2 The Executive Board

2.1.3.2.1 Composition of the Executive Board

La Banque Postale is a French public limited company (société
anonyme) with an Executive Board and a Supervisory Board.

Executive management of the Company is carried out by the
Executive Board, which has the broadest powers to act on behalf of
the Company in all circumstances, within the limits of its corporate
purpose and subject to the powers expressly conferred on the
Supervisory Board and Shareholders’ Meetings by French law and
the Company’s Articles of Association.

The Executive Board is composed of the four following members
appointed by the Supervisory Board:

» MrRémy Weber, Chairman of the Executive Board;

» MrMarc Batave, member of the Executive Board and Chief
Executive Officer of the Commercial Bank";

» MrGregorio Antonio Blanco, member of the Executive Board,
General Secretary;

» MrsAnne-Laure Bourn, member of the Executive Board and
Executive Vice-President of LaPoste Group in charge of the
Network, Managing Director of financial services.

The Supervisory Board, at its meeting of 27 February 2018,
renewed, for a period of five years, the terms of office of the four
members of the Executive Board and also renewed that of its
Chairman.

The members of the Executive Board have the status of executive
corporate officer within the meaning of Article L. 511-13 of the
French Monetary and Financial Code.

As previously authorised by the Supervisory Board, members of the
Executive Board have divided management duties among
themselves. They have also set the amounts in excess of which
certain actions committing the Company require prior approval
from the Executive Board, without which the individual concerned
would become personally liable to the Company and its
shareholders.

2.1.3.2.2 Appointments and positions held by the members of the Executive Board

Summary presentation of the Executive Board members

Personal information Experience Position on the Executive Board
Seniority
on the
Number of offices Executive
Age at 31 Number in companies with Startdate End of Board at 31
Dec.2019 Gender Nationality of shares listed shares of term term Dec. 2019
Rémy WEBER 62 M French N/A 1 15.10.2013 26.02.2023 6% years
Chairman of the Executive Board
Marc BATAVE 61 M French N/A 0 09.01.2013 26.02.2023 7 years
Member of the Executive Board and
CEO of La Banque Postale’s Banque
Commerciale™
Gregorio Antonio BLANCO 54 M French N/A 1 06.09.2017 26.02.2023 2%»years
Member of the Executive Board and
General Secretary
Anne-Laure BOURN 57 F French N/A 0 25.05.2016 26.02.2023 4 years

Member of the Executive Board

(1) The term Chief Executive Officer is not within the meaning of Article L. 225-66 of the French Commercial Code.

(1) The term Chief Executive Officer is not within the meaning of Article L. 225-66 of the French Commercial Code.
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Detailed presentation of the Executive Board members

N.B.: terms of office and positions held in companies whose shares are admitted for trading on a regulated market are identified by an
asterisk™.

Chairman of the Executive Board

First appointment: 15 October 2013.
End of term: 26 February 2023.

Professional address: La Banque Postale - 115, rue de Sevres -
75275 Paris Cedex 06.

Education: Graduate of IEP Aix en Provence and HEC.

CURRENT APPOINTMENTS

Companies of the La Poste Group

>

>

Executive Vice-President and Head of Financial Services of La Poste
(SA).

Chairman of the Board of Directors of SF2 (a French public limited
company - SA).

Chairman of the Supervisory Board and member of the
Compensation Committee of La Banque Postale Asset
Management, (a French public limited company - SA with an
Executive Board and a Supervisory Board).

Director of La Banque Postale Assurance Santé (a French public
limited company - SA).

Director of Sopassure then Chairman and CEO since 2 January 2020
(a French public limited company - SA).

Representative of La Banque Postale, Manager of the limited
property investment partnerships CRSF Dom, CRSF Métropole

and Tertiaire Saint Romain.

Director and Vice-Chairman of the Board of Directors of I'Envoi,

the La Banque Postale campus (non-profit association).

Director of Poste Immo (a French public limited company - SA).
Member of the Supervisory Board of La Banque Postale Leasing &
Factoring (a French public limited company - SA with an Executive
Board and a Supervisory Board).

Chairman of the Management Committee of KissKissBankBank & Co
(a French simplified joint-stock company - SAS).

Chairman of the Board of Directors of Ma French Bank (a French
public limited company - SA).

Director and member of the Strategy Committee of

CNP Assurances® (a French public limited company - SA).

Companies outside the La Poste Group

>

Vice-Chairman of the Association Francaise des Banques (AFB -
the French Banking Association).

Permanent Representative of the AFB, member of the Executive
Committee of the French Banking Federation.

Member of the Board of Paris Europlace (non-profit association).
Director and Chairman of the Board of Directors of the Lyon Opera
house (non-profit association).

>

>

>

From 1983 to 1987, various missions in the major corporations
department of La Banque Francaise du Commerce Extérieur.
From 1987 to 1989, Special Advisor in the Department of
International Affairs at the Treasury.

In 1990, Deputy Director of Investment and Mergers & Acquisitions
at Financiére B.F.C.E.

In 1993, Regional Director at Lyonnaise de Banque; subsequently,
General Secretary and Director of Operations from 1995 to 1996,
Executive Vice-President from 1996 to 1999 and Chief Executive
Officer from 1999 to 2002.

From 2002 to 2013, Chairman and Chief Executive Officer of CIC
Lyonnaise de Banque, member of the Executive Board and then
of the Executive Committee of the CIC Group.

Since 15 October 2013, Chairman of the Executive Board of

La Banque Postale, Executive Vice-President and Head of Financial
Services of La Poste.

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

>

>

Chairman of the Board of Directors of La Banque Postale Assurance
Santé (a French public limited company - SA).

Chairman of the Compensation Committee of La Banque Postale
Asset Management (a French public limited company - SA - with an
Executive Board and a Supervisory Board).

Member of the Audit Committee of CNP Assurances® (a French
public limited company - SA).

Member and Chairman of the Board of Directors and member and
Chairman of the Appointments-Compensation Committee of

La Banque Postale Prévoyance (a French public limited company
-SA).

Director, member of the Risk and Internal Control Committees and
member of the Financial Statements Committee of the Société de
Financement Local (a French public limited company - SA).

Member and Chairman of the Supervisory Board of

La Banque Postale Gestion Privée (a French public limited company
- SA - with an Executive Board and a Supervisory Board).

Chairman and Chief Executive Officer of Sopassure (a French public
limited company - SA) up to 28 March 2017, then from 17 March
2018 to 27 March 2019.

Chairman of the Board of Directors and Chairman of the
Compensation Committee for La Banque Postale Assurances IARD
(a French public limited company - SA) up to 5 December 2019.
Chief Executive Officer of Sopassure (SA) from 14 November 2019
to 1 January 2020.
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Member of the Executive Board

First appointment: 9 January 2013.
End of term: 26 February 2023.

Professional address: La Banque Postale - 115, rue de Sévres -
75275 Paris Cedex 06.

Education: Graduate of ESSEC.

CURRENT APPOINTMENTS

Companies of the La Poste Group

>

Chief Executive Officer of La Banque Postale’s Banque
Commerciale (a French public limited company - SA - with an
Executive Board and a Supervisory Board).

Chairman of the Supervisory Board and of the Appointments and
Compensation Committee of BPE (a French public limited company
- SA - with an Executive Board and a Supervisory Board).

Director of La Banque Postale Collectivités Locales (a French public
limited company - SA).

Member of the Supervisory Board of La Banque Postale
Financement then Vice-Chairman of the Supervisory Board since

1 March 2019 and member of the Appointments and Compensation
Committee since 8 October 2019 (a French public limited company
- SA - with an Executive Board and a Supervisory Board).
Permanent Representative of La Banque Postale on the Policy
Committee of Adresse Musée de La Poste (a non-profit association).
Permanent Representative of SF2, member of the Supervisory
Board of La Banque Postale Asset Management (a French public
limited company - SA - with an Executive Board and a Supervisory
Board).

Chairman of the Supervisory Board and Chairman of the
Appointments and Remuneration Committees of

La Banque Postale Crédit Entreprises (a French public limited
company - SA - with an Executive Board and a Supervisory Board).
Permanent Representative of La Poste on the Board of Directors of
Ma French Bank (a French public limited company - SA).

Member of the Management Committee since 17 July 2018, and
since 19 September 2018, Vice-Chairman of the Management
Committee of KissKissBankBank & Co (a French simplified
joint-stock company - SAS).

Companies outside the La Poste Group

| 2

None.

>

Crédit du Nord Group from 1983 to 2011:

Deputy Head of the Labour Relations Section of the Human
Resources Department of Crédit du Nord from 1983 to 1985.
Financial Negotiating Department from 1985 to 1986.

Head of the Financial Savings and Insurance Products
Department, Head of Retail Banking then Head of Marketing at
Crédit du Nord from 1986 to 1993.

From 1993 to January 2000, Vice-Chairman, then Chairman of
the Executive Board of Banque Courtois.

From January 2000 to July 2011, Head of Customer Relations,
Executive Vice-President and then Deputy Chief Executive
Officer at Crédit du Nord.

La Banque Postale:

From 1 November 2012 to 9 January 2013, Head of Business and
Professional Activities for La Banque Postale and member of the
Executive Committee of La Banque Postale.

Member of La Banque Postale’s Executive Board since 9 January
2013, General Secretary from 9 January 2013 to 25May 2016,
and acting General Secretary up until 5 September 2017.

From May 2016 to January 2020, CEO of Banque Commerciale et
Assurance®. and since 20 January 2020, CEO" of Banque
Commerciale.

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

>

Executive Chairman, member and Chairman of the Audit and Risk
Committee and Chairman of the Board of Directors of

La Banque Postale Crédit Entreprises (a French simplified
joint-stock company - SAS).

Member and Chairman of the Supervisory Board and member of the
Compensation Committee of SOFIAP (a French public limited
company - SA - with an Executive Board and a Supervisory Board).
Permanent Representative of La Banque Postale on the Board of
Directors, Chairman of the Audit and Risk Committees and member
of the Appointments and Compensation Committee of BPE (a
French public limited company - SA).

Permanent Representative of La Banque Postale, member of the
Supervisory Board of XAnge Private Equity (a French public limited
company - SA - with an Executive Board and a Supervisory Board).
Member of the Supervisory Board and of the Compensation
Committee of La Banque Postale Gestion Privée (a French public
limited company - SA - with an Executive Board and a Supervisory
Board).

Permanent Representative of La Banque Postale on the Board of
Directors of OCBF (non-profit association).

Member and Chairman of the Management Committee of
Titres-Cadeaux (a French simplified joint-stock company - SAS).
Member of the Supervisory Board of the Fonds de Garantie des
Dépdts (a fund).

Permanent Representative of SF2 on the Board of Directors of
Tocqueville Finance (a French public limited company - SA) and
Tocqueville Finance Holding (a Simplified Joint-Stock Company).
Director, member and Chairman of the Financial Committee of

La Banque Postale Assurances IARD (a French public limited
company - SA).

Permanent Representative of La Banque Postale on the Board of
Directors of La Banque Postale Home Loan SFH (a French public
limited company - SA).

Member and Chairman of the Management Committee of Ezyness
(a French simplified joint-stock company - SAS).

Member and Vice-Chairman of the Management Committee of
Titres-Cadeaux (a French simplified joint-stock company - SAS).
Vice-Chairman of the Board of Transactis (a French simplified
joint-stock company - SAS) until 6 May 2019.

(1) The term Chief Executive Officer is not within the meaning of Article L. 225-66 of the French Commercial Code.
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Member of the Executive Board
First appointment: 6 September 2017.
End of term: 26 February 2023.

Professional address: La Banque Postale - 115, rue de Sévres -
75275 Paris Cedex 06.

Education: Graduated from Ecole polytechnique, engineering degree
from Ecole nationale supérieure des télécommunications (Corps des
Mines), MBA from INSEAD.

>

>

From 1988 to 1997, France Télécom, operational positions in France
and abroad, notably as the head of a regional centre of operations,
before being appointed Regional Sales Manager for Lille.

From February 1997 to February 2010, at strategy consulting firm
McKinsey & Co, Consultant then Project Manager, then Associate
Director for the Financial Institutions sector.

From March 2010 to December 2010, Deputy Chief Executive Officer
and Head of private clients at Barclays Bank France.

From December 2010 to August 2017, Chief Executive Officer of
Barclays Bank, Country Manager of Barclays France, member of the
Executive Committee of Europe Retail and Business Banking.

From January 2014 to May 2016, Chief Executive Officer of Barclays
Italy Retail and Business Banking.

Since 6 September 2017, member of the Executive Board and
General Secretary of La Banque Postale.

CURRENT APPOINTMENTS APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

Companies of the La Poste Group

> Permanent Representative of La Banque Postale on the Board of
Directors of La Banque Postale Home Loan SFH (a French public
limited company - SA).

» Permanent Representative of SF2 on the Supervisory Board,
Chairman of the Compensation Committee and member of the
Appointments Committee of La Banque Postale Financement then
member of the Risk Committee since 1 March 2019 (a French public
limited company - SA - with an Executive Board and a Supervisory
Board).

» Permanent Representative of SF2 on the Board of Directors of
Tocqueville Finance (a French public limited company - SA) and
Tocqueville Finance Holding (a French simplified joint-stock
company - SAS) then member of the Compensation Committee of
Tocqueville Finance SA since 18 December 2019.

» Director and Chairman of the Financial Committee of
La Banque Postale Assurances IARD (a French public limited
company - SA).

» Director of SF2 (a French public limited company - SA).

» Permanent Representative of SF2 on the Supervisory Board of
La Banque Postale Asset Management (a French public limited
company - SA - with an Executive Board and a Supervisory Board).

» Permanent Representative of La Banque Postale on the Board of
Directors of Suffren Ré (a French public limited company - SA) since
27 November 2018.

» Chairman of the Administration Committee of Ezyness (a Simplified
Joint-Stock Company) since 16 April 2019.

» Vice-Chairman of the Board of Transactis (a French simplified
joint-stock company - SAS) since 7 May 2019.

» Director of Sopassure (a French public limited company - SA) since
2 January 2020.

» Director at CNP Assurances™ since 4 March 2020

Companies outside the La Poste Group

» Director of the Office de Coordination Bancaire et Financiere (OCBF)

since 31 January 2018.

>

>

Chief Executive Officer of Barclays Bank PLC (a UK limited
company).

Chairman and Chief Executive Officer of Barclays Vie (a French
public limited company - SA).

Chief Executive Officer of Barclays France (a French public limited
company - SA).

Director of Barclays Wealth Managers (a French public limited
company - SA).

Director of Barclays Diversification (a French public limited
company - SA).

Manager of Barclays Patrimoine (a marketing services company -
SCS).

Director of Barclays Vida y Pensiones (a Spanish limited company).
Chairman of the Compensation Committee of La Banque Postale
Asset Management (a French public limited company - SA - with an
Executive Board and Supervisory Board) from 11 July to

19 September 2019.
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Anne-Laure BOURN, born in 1962

Member of the Executive Board
First appointment: 25 May 2016.
End of term: 26 February 2023.

Professional address: Réseau La Poste - 9 rue du Colonel Pierre Avia -
CP 407 - 75015 Paris.

Education: Graduate of the Institut supérieur de gestion (ISG), the
Institut technique de banque (ITB), EMBA and HEC.

CURRENT APPOINTMENTS

Companies of the La Poste Group

» Director at Poste Immo (a French public limited company - SA).

> Member of the Appointments/Compensation Committee of BPE
(a French public limited company - SA - with an Executive Board
and a Supervisory Board). Then Vice-Chair of the Supervisory Board
since 1 October 2019.

Companies outside the La Poste Group
» None.

CORPORATE GOVERNANCE
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BIOGRAPHY

» From 1985 to 1988, marketing research manager then product
manager at Thomson Grand Public.

> Atthe Crédit Agricole Regional Bank in Morbihan, financial analyst
from 1988 to 1990 then manager of business financing from 1990 to
1992 and Head of marketing from 1992 to 1995.

» Joined the La Poste Group in 1995 as Head of marketing and
organisation of La Poste Grand Public Grand Ouest; became Head
of the Financial Centre in Rennes in 2000 then Head of the Financial
Centre in Paris in 2005.

» From 2006 to 2009, Territorial Representative of La Banque Postale
Ouest Dom Corse.

» From 2009 to 2011, Secretary General and member of the Executive
Board of La Banque Postale Asset Management.

» From 2011 to June 2015, Head of Operations at La Banque Postale.

» Since June 2015, Deputy Chief Executive Officer of the La Poste
Group in charge of the Network Division and Managing Director
of the La Poste financial services.

» Since 25 May 2016, member of the Executive Board of
La Banque Postale.

APPOINTMENTS THAT EXPIRED DURING THE LAST FIVE YEARS

» Member of the Supervisory Board of La Banque Postale Asset
Management, (a French public limited company - SA with an
Executive Board and a Supervisory Board).

» Member and Chairman of the Supervisory Board of Asset
Management Lab (a French public limited company - SA).

» Director of La Banque Postale Assurances IARD (a French public
limited company - SA).

» Member of the Policy Committee of Docaposte BPO (a French
simplified joint-stock company - SAS).

» Permanent Representative of La Banque Postale on the Supervisory
Board of BPE (a French public limited company - SA - with an
Executive Board and a Supervisory Board) until 31 September 2019.
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Conflicts of interest

To the best of the Company’s knowledge, there are no conflicts of
interest between the duties of the members of the Executive Board
and the Bank and their private interests.

Apart from the related party agreements and commitments, there
are no arrangements or agreements entered into with clients,
suppliers or any other third parties pursuant to which a member of
the Supervisory Board has been selected.

Although no structural conflict of interest was identified in the
cumulation  of duties of Anne-Laure  Bourn  within
La Banque Postale and the LaPoste Network, she expressly
committed, as a preventive measure, to complying with the
conflicts of interest management policy implemented by
La Banque Postale, which consists of informing
La Banque Postale’s compliance officer of any conflict of interest
and, in the event that the conflict of interest arises from a decision
made by the Executive Board or the Executive Committee of
La Banque Postale, to abstain from participating in this decision. In
this case, a mention will be made in the minutes of the meeting.

Internal committees of the Executive
Board

In 2019, the Executive Board was supported by thirteen steering
committees.

2.1.3.2.3

The Executive Committee

Made up of four members of the Executive Board and seven heads
of the business lines, central and control functions.

» Serge Bayard, Head of Businesses and Territorial Development;

» Catherine Charrier-Leflaive, Deputy Managing Director of
Insurance and Director of the industrial merger project with
CNP Assurances;

Francois Géronde, Chief Financial Officer,

Perrine Kaltwasser, Head of Group Risk;

Olivier Lévy-Barouch, Head of Strategy and Innovation;
Christophe Van de Walle, Director of Operations;

vV V. v v VY

Maud Vimeux, Deputy Chief Executive Officer of the La Poste
Network, Head of Human Resources of LaBanque Postale,
Financial Services and the Network;

The Executive Committee meets once a fortnight. It is
La Banque Postale’s policy body and supports the Executive Board,
particularly regarding business action.

The General Management Committee (CDG)

The purpose of the General Management Committee (CDG) is to
communicate the Company’s key messages and news on
marketing and distribution. It monitors the progress of major
structuring projects and manages the responsible development

policy.
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Chaired by Rémy Weber, it is made up of the members of the
Executive Committee, as well as:

» Pierre de Buhren, Commercial Banking Marketing Director;

» Delphine de Chaisemartin, Director of Public Affairs and
Financial and Institutional Communication;

» Philippe Cuvelier, Director of IT systems of La Banque Postale
and the La Poste Network;

» Jérome Fischer, General Audtor;
> Régis Folbaum, Head of Payments;

» Jean-Claude Gauthier, Deputy Chief Executive Officer of the
La Poste Network in charge of development;

Alexandre Giros, Director of digital;

Thomas Guittet, Deputy Director of Group Risks;

Alice Holzman, Chief Executive Officer of Ma French Bank;
Christophe Juguet, Director of Management Control;

Stéphane Magnan, Head of the Corporate and Investment Bank;

vV vV vV vV VY

Betty Marcerou, Deputy Director of the Department of
Businesses and Regional Development;

» Emmanuelle Mourey, Chair of the Executive Committee of
La Banque Postale Asset Management (LBPAM);

» Franck Oniga, Chairman of the
La Banque Postale Financement;

Executive Board of

» Jean-Marc Ribes, Chairman of the Executive Board of BPE and
Director of the Wealth Division;

» Cécile Riffard-Brédillot, Director of Communication and of the
Brand;

» Dominique Rouquayrol de Boisse, Director of Compliance for
La Banque Postale Group.

Eleven special committees:

» the Group Risk Management Committee;
the Group ALM Committee;

the Group Capital Management Committee;

v v vy

the Strategy Committee for Information Systems and Major
Projects;

the Marketing Strategy Committee;

the Internal Control Coordination and Ethics Committee;
the Group Investment Committee;

the ALM/CFT Committee of La Banque Postale;

the ALM/CFT Committee of La Banque Postale Group;
the Management Monitoring Committee for third parties;

vV v vV vV VY

» the Customer Committee.

Minutes are always drafted after each meeting by the Company
Secretary and submitted to the Chairman of the Committee for
approval.
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Diversity

It is important for LaBanque Postale to achieve balanced
representation of women and men in its highest management
bodies. Therefore, as part of its agreement of 7 November 2016 on
diversity, gender equality in the workplace and the generations
contract, La Banque Postale committed to ensuring diversity at all
levels.

“To ensure balanced representation of women and men at all levels
of the Company, La Banque Postale provides women and men with
equal qualifications access to the same positions, regardless of the
level of responsibility, and to the same opportunities for promotion
and career development. [...] with this agreement, La Banque Postale
confirms its commitment to increasing this rate to ensure the
balanced representation of women and men in its ranks and to
thereby increase diversity. In order to do so, the Company will
promote the balanced representation of women and men, in

2.1.4 Remuneration

CORPORATE GOVERNANCE
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particular at the highest classification levels, and will pay special
attention to the recruiting and mobility of women and men in
functional and operations fields. La Banque Postale set itself the goal
of having at least one female candidate for each open position at the
strategic or executive level.

The awareness of all players, managers and human resources
managers will therefore continue to be raised upstream of the
annual performance reviews in order to ensure that the percentage
of women promoted is consistent with their numbers within the
workforce considered at each level.”

On the date of this report, women accounted for one-third of the
members of the General Management Committee. They also
account for 30% of the “off-grid” workforce (OG) corresponding to
the highest level of responsibility at La Banque Postale and 39% of
the workforce classified as K (level below OG).

2.1.4.1 Principles and rules for setting the

remuneration of corporate officers

La Banque Postale, based on the work of the Compensation
Committee, has applied principles and rules to set the
remuneration of corporate officers in accordance with the main
recommendations of the Afep/Medef Code and the provisions of
the decree of 3November 2014 on the internal control of
companies in the banking, payment services and investment
services sectors, subject to the control of the French Prudential
Supervision and Resolution Authority (ACPR).

Remuneration has been reviewed following the order of 15 October
2012 subjecting La Banque Postale to the provisions of Article 3 of
the decree of 9 August 1953, as amended by the decree of 26 July
2012 on State control over the remuneration of the managers of
public companies.

Fixed and variable remuneration

On the proposal of the Compensation Committee, the Supervisory
Board determines the remuneration of the Executive Board.

Since 15 October 2012, in accordance with Article 3, as amended, of
the decree of 9 August 1953, the Minister of the Economy must be
consulted before any decisions are made relating to the
remuneration components for the activities of Executive Board
members and its Chairman and must approve them. This
remuneration must not exceed a gross amount set by decree; this
amount is currently €450,000.

Consequently, the Chairman of the Executive Board now only
receives a fixed remuneration, equal to the limit, part of which is
paid by LaPoste pursuant to an employment contract made
necessary by the postal model of LaBanquePostale that

appointed him Head of the La Poste Financial Services Department
(Financial Centres).

Mrs Anne-Laure Bourn is paid in respect of her employment
contract with the La Poste Group.

Members of the Executive Committee do not receive any
remuneration from LaBanque Postale other than that paid in
respect of their appointment as Company officers, nor any
remuneration for their terms exercised in the subsidiaries of the
La Banque Postale Group.

The annual variable remuneration of Marc Batave and Tony Blanco
for 2019 was determined on the basis of the following elements:

» La Poste Group’s 2019 quantitative objectives weighted at 10%;

» qualitative objectives weighted at 40% assessing the progress of
customer satisfaction, heading major transformation projects,
the quality of risk management and compliance with the
elements inherent to LaBanque Postale’s positioning as a
leader in responsible finance;

> quantitative objectives weighted at 50% including sales
performance criteria (confidential indicators) and financial
performance criteria related to the economic contribution of
the subsidiaries, the change in NBI from corporations, the level
of consolidated NBI, the operating ratio, the net profit before tax
and the return on equity.

The level of achievement of the quantitative criteria has been
precisely established but is not made public for reasons of
confidentiality.

The targets for the year 2020 are not known at the date of the
present document.
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Other benefits or compensation

Remy Weber, Marc Batave and Tony Blanco receive the health and
personal risk insurance taken out by LaBanque Postale for all
LaBanque Postale employees. They also receive additional
personal risk insurance coverage for all executive managers and a
company car.

Anne-Laure Bourn receives the health and personal risk insurance
taken out by La Poste for all La Poste employees, as well as the
supplementary health and personal risk insurance for all La Poste
executive managers. She also receives a company car.

The members of the Executive Board do not receive
non-competition compensation and are not awarded equity or
debt options on the Company’s capital or performance-based
shares.

Lastly, executive corporate officers do not benefit from a
complementary retirement scheme.

Severance compensation

In accordance with Article 3 of the decree of 9August 1953, as
amended on 26 July 2012, remuneration, compensation or benefit
payments due or likely to fall due to members of the Executive
Board or its Chairman, as a result of the termination of activity or a
change in position or subsequent thereto, must also be approved
by the Minister of the Economy.

On 27 February 2018, the Board, following the renewal of the terms
of the members of the Supervisory Board, renewed its
commitments in the event of the departure of Messrs Rémy Weber
and Marc Batave. It stated that, in the event of the termination of
their term of office, in the case of revocation during a term or at the
time of a merger, a change of control or strategy leading to the
departure of a member of the Executive Board, and when there is
no gross misconduct or serious misconduct and no deficiency
seriously affecting the financial position of the Company, they
would be entitled to compensation.

For the Chairman of the Executive Board, this compensation would
be equal to twice the amount of fixed annual remuneration set on
the day of termination of office. The severance compensation due
to Marc Batave would be the aggregate amount of his last
annualised fixed remuneration on the date of termination of his
duties, plus the average of the annualised variable component of
his remuneration over the last three years.

The payment of this compensation is subject to compliance with a
performance condition, ie. the Executive Board must have a
success rate of 80% or higher in meeting the annual targets for two
out of the last three financial years ended.

Marc Batave opted for an unemployment insurance policy taken
out with LaBanquePostale for senior executives (GSC) and
providing compensation in all cases limited to one vyear’s
remuneration over the chosen compensation period. This
insurance policy will replace the severance compensation listed
above on completion of the waiting period. As the unemployment
insurance (GSC) policy stops payments, in any case, on the date
that the policyholder owns or liquidates their basic compulsory
pension scheme, it is agreed that from this date Marc Batave could
benefit from severance pay according to the terms described
above.

The Supervisory Board also confirmed the authorisation given to
La Banque Postale to take out an unemployment insurance policy
for senior executives (GSC) for Tony Blanco covering the
termination of mandate (including in the event of non-renewal)
and the payment by the Company of the premiums for the
insurance coverage.
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Rules for determining the remuneration
of Supervisory Board members

The remuneration allocated to the members of the Supervisory
Board, in compliance with the order of 15 October 2012 making
La Banque Postale subject to Article 3 of the decree of 9 August
1953 as amended, must be approved by the French Minister of the
Economy.

The applicable rules for determining this remuneration allocated to
the members of the Supervisory Board are first proposed by the
Compensation Committee to the Supervisory Board. These rules,
which is set using a benchmark analysis performed by a panel of
banks, insurance companies and a sample of companies in which
the Government has a stake, are detailed below.

Compensation is allocated to all members of the Supervisory
Board, with the exception of the members representing the
employees. The Chairman of the Supervisory Board receives a flat
amount. The amount for the other members concerned is
calculated based on their actual presence at the Supervisory Board
and Committee meetings, and the Chair of each committee
receives an additional flat compensation.

The overall maximum annual budget for the remuneration
allocated to the members of the Supervisory Board is €450,000, and
has not changed since 2006.

Since financial year 2013, attendance fees are paid twice yearly:

> a first payment, in the form of an advance calculated using the
above-mentioned method, according to the number of Board
and Committee meetings held during the first half of the current
year,

» a second payment made for the remainder of the total annual
individual amount.

Following discussions approved by the Supervisory Board on
11 April 2018, and after approval by the Minister of the Economy,
the allocation rules for the remuneration were modified, in
accordance with the following:

Remuneration allocated for the 2019 financial year

The Chairman of the Supervisory Board received remuneration in
an annual lump sum for the 2019 financial year of €20,000. The
amount allocated to each member of the Supervisory Board
concerned was calculated on a pro rata basis of their actual
attendance up to €18,000 per year.

In addition, the Chairmen of the Financial Statements and Risk
Committees received €16,000 each in recognition of their position,
while the Chairs of the Appointments, Compensation and Strategy
Committees each received €10,000. Last, the members of the
Financial Statements Committee and Risk Committee each
received €2,100 and the members of the Appointments,
Compensation and Strategy Committees each received €1,700 for
each meeting attended.

Pursuant to the internal regulations of the La Poste Group, the
compensation allocated to the members of the Supervisory Board
from the LaPoste Group are paid to LaPoste. Likewise, the
La Poste members do not receive any remuneration in respect of
their positions in companies in the La Banque Postale Group.

The remuneration allocated to the State representative was paid to
the Treasury.
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The data on remuneration provided below complies with the principles and rules of determination adopted by La Banque Postale and
described in detail in the report of the Chairman of the Supervisory Board.

Remuneration of members of the Supervisory Board for the 2018 and 2019 financial years

Amount of the remuneration allocated to the members of the Supervisory Board in connection with their activity and other
remuneration received by the Supervisory Board members for their appointments within the La Banque Postale Group

Name of the corporate officer

Gross amounts due
for 2018 (€)

Recipient

Gross amounts due
for 2019 (€) Recipient

Philippe Wahl"?

Allocated remuneration

Other exceptional remuneration
Philippe Bajou

Allocated remuneration

Other exceptional remuneration
Virgile Bertola”

Allocated remuneration

Other exceptional remuneration
Yves Brassart

Allocated remuneration

Other exceptional remuneration
Nathalie Collin®

Allocated remuneration

Other exceptional remuneration
Sylvie Francois"”

Allocated remuneration

Other exceptional remuneration
Sophie Renaudie®

Allocated remuneration

Other exceptional remuneration
Nicolas Routier

Allocated remuneration

Other exceptional remuneration
Nathalie Dieryckxvisschers
Allocated remuneration

Other exceptional remuneration
Marie-Anne Lavergne"”
Allocated remuneration

Other exceptional remuneration
Elisabeth Ayrault”

Allocated remuneration

Other exceptional remuneration
Michel Madelain®

Allocated remuneration

Other exceptional remuneration
Sophie Lombard

Allocated remuneration

Other exceptional remuneration
Didier Ribadeau Dumas? "
Allocated remuneration

Other exceptional remuneration
Emmanuel Rondeau®
Allocated remuneration

Other exceptional remuneration

20,000
18,000
11,000

53,750

12,000

34,800
18,000

46,700

11,500
47,800

66,600

57,600

La Poste

La Poste

La Poste

La Poste

La Poste

La Poste

La Poste

La Poste

The French State

The French State

The person concerned

The person concerned

The person concerned

The person concerned

The person concerned
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20,000 La Poste

15,429 La Poste

La Poste

52,400 La Poste

7,714 La Poste

- La Poste

46,200 La Poste

15,429 La Poste

29,686 The French State

17,414

The person concerned

69,000 The person concerned

73,000 The person concerned

- The person concerned

69,000 The person concerned
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Gross amounts due Gross amounts due
Name of the corporate officer for 2018 (€) Recipient for 2019 (€) Recipient

Francoise Paget Bitch"”

Allocated remuneration - - , ,
Other exceptional remuneration - - , ,
Sandrine Fagot-Revurat®

Allocated remuneration - - , ,
Other exceptional remuneration - - , ,
Thierry Freslon

Allocated remuneration - - - -
Other exceptional remuneration - - . _
Jean-Pierre Hakizimana

Allocated remuneration - - . _
Other exceptional remuneration - - . _
Jean-Robert Larangé"”

Allocated remuneration - - , ,
Other exceptional remuneration - - , ,
Steeve Maigne

Allocated remuneration - - , ,
Other exceptional remuneration - - , ,
Sabrina Rostaing-Paris? "

Allocated remuneration - - - -
Other exceptional remuneration - - . _
Thierry Viarouge"

Allocated remuneration - - . _
Other exceptional remuneration - - . _
Héléne Wolff?

Allocated remuneration - - , ,
Other exceptional remuneration - - , ,
TOTAL 397,700 415,272

In addition,
Philippe Wahl received remuneration from La Poste that included benefits in kind of €454,212 in 2019 and 2018, respectively.

(1)

(2)  Member who left the Supervisory Board during 2018.

(3) Member who joined the Supervisory Board during 2018.

(4)  Mrs Marie-Anne Lavergne was appointed State Representative, member of the Supervisory Board, by decree of 26 September 2019 to replace Mrs Nathalie

Dieryckxvisschers.

Corporate officers do not benefit from equity or debt options on the Company’s share capital or performance based shares, and for this
reason, the Company does not complete the tables4 to 10 requested by the AMF’s recommendations relating to corporate officer
remuneration.

Remuneration of employee representative members on the Supervisory Board

Employee representative members on the Supervisory Board do not receive any remuneration in respect of their Supervisory Board
appointment.

All gross remuneration (including the variable component) paid to employee representatives on the Supervisory Board under their
employment contracts totalled €369,961 in 2019.
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Remuneration of the members of the Executive Board for 2018 and 2019
Standardised tables that comply with Afep/Medef and AMF recommendations

Table 1. Summary of the gross remuneration, share options and shares awarded to Executive Board members

(in euros) 2018 financial year 2019 financial year
Rémy Weber

Gross remuneration payable for the financial year (details in Table 2) 453,816 453,816
Value of multi-year variable remuneration during the financial year

Value of share options awarded during the financial year N/A

Value of performance-based shares awarded during the financial year N/A

Total 453,816 453,816
Marc Batave

Gross remuneration payable for the financial year (details in Table 2) 451,327 N/A
Value of multi-year variable remuneration during the financial year -

Value of share options awarded during the financial year N/A

Value of performance-based shares awarded during the financial year N/A

Total 451,327 N/A
Tony Blanco

Gross remuneration payable for the financial year (details in Table 2) 450,417 N/A
Total 450,417 N/A
Anne-Laure Bourn

Gross remuneration payable for the financial year (details in Table 2) 475,607 N/A
Value of multi-year variable remuneration during the financial year -

Value of share options awarded during the financial year N/A

Value of performance-based shares awarded during the financial year N/A

Total 475,607 N/A
EXECUTIVE BOARD TOTAL 1,831,167 N/A

The annual variable remuneration for 2019 has not been determined at the date of this document.
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Table 2. Summary of the gross remuneration, share options and shares awarded to Executive Board members

2018 financial year 2019 financial year
Amounts Amounts paid Amounts Amounts paid

payable for the duringthe payable for the during the
(in euros) financial year financial year financial year financial year
Rémy Weber
Fixed remuneration 450,000 450,000 450,000 450,000
Of which paid by La Banque Postale 360,000 360,000 360,000 360,000
Of which paid by La Poste 90,000 90,000 90,000 90,000
Variable annual remuneration - - - -
Multi-year variable remuneration - - - -
Severance compensation - - - -
Allocated remuneration® - - - -
Benefits in kind®? 3,816 3,816 3,816 3,816
Total 453,816 453,816 453,816 453,816
Marc Batave
Fixed remuneration 393,333 393,333 409,000 409,000
Variable annual remuneration 35,992 79,097 N/A 35,992
Multi-year variable remuneration - -
Severance compensation - -
Allocated remuneration® - -
Benefits in kind® 22,002 22,002 22,383 22,383
Total 451,327 494,433 N/A 467,375
Tony Blanco
Fixed remuneration 400,000 400,000 400,000 400,000
Variable annual remuneration 35,200 11,924 N/A 35,200
Multi-year variable remuneration - -
Severance compensation - -
Allocated remuneration® - -
Benefits in kind? 15,217 15,217 15,499 15,499
Total 450,417 427,141 N/A 450,699
Anne-Laure Bourn®
Fixed remuneration 320,617 320,671 330,000 330,000
Variable annual remuneration 150,519 139,768 N/A 150,796
Multi-year variable remuneration - -
Severance compensation - -
Allocated remuneration® - -
Benefits in kind® 4,471 4471 4,471 4,471
Total 475,607 464,856 N/A 485,267
EXECUTIVE BOARD TOTAL 1,831,167 1,840,264 N/A 1,857,157

(1)  Members of the Executive Board do not receive allocated remuneration for terms of office held in La Banque Postale Group companies.

(2)  For Rémy Weber, the benefits in kind correspond to a company car and the communication bonus. For Marc Batave and Tony Blanco, they are a company
car and senior executive unemployment insurance (GSC). For Anne-Laure Bourn, they correspond to a company car and the communication bonus.
(3) Anne-Laure Bourn has been a member of the Executive Board since 25 May 2016. She is paid by La Poste.
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Table 3. Employment contracts, supplementary pension plans and compensation for executive corporate officers

Employment contract with Supplementary pension

Other benefits or
compensation payable or
likely to be payable on
account of a termination Compensation related to a

La Banque Postale plan or a change in position non-competition clause
Executive corporate officers Yes No Yes No Yes No Yes No
Rémy Weber
Chairman of the Executive Board
since 15 October 2013 X X X X
Marc Batave
Member of the Executive Board
since 9 January 2013 X X X X
Anne-Laure Bourn
Member of the Executive Board
since 25 May 2016 X X X X
Tony Blanco
Member of the Executive Board
since September 2017 X X X X

*

Benefits allocated to managers for termination or
change of position

No benefits were allocated to managers for termination or change
of position during the 2018 and 2019 financial years.

Supplementary pension arrangements made for
the benefit of Executive Board members

As of 31December 2019, LaBanquePostale had made no
supplementary pension arrangements for Executive Board
members.

Remuneration of the members of the General
Management Committee

In 2019, the total gross remuneration (including the variable
portion) paid under employment contracts to members of the
General Management Committee, excluding members of the
Executive Board, amounted to €6,874,959.

No other remuneration was paid to members of the General
Management Committee. Moreover, they do not receive allocated
remuneration for appointments that they hold in Group
companies.

Members of the General Management Committee receive

termination pay, valued at a total of €1,039,368.

Remuneration of regulated employees

The Compensation Committee, pursuant to the decree of
3 November 2014 on the internal control of companies in the
banking, payment services and investment services sectors, subject
to the French Prudential Supervision and Resolution Authority
(ACPR), has prepared the work for the Supervisory Board, which
then decided on the remuneration policy for regulated employees
proposed by the Executive Board.

The Board therefore issued a positive opinion on
La Banque Postale’s remuneration policy, which has established a
global framework for the variable remuneration of the Bank’s
regulated employees, so as not to jeopardise its ability to generate
equity and have a negative impact on its liquidity.

That framework is based on the joint fulfilment of the following two
criteria:

Marc Batave’s employment contract has been suspended since 9 January 2013.

» the total amount of variable remuneration cannot exceed 30%
of the fixed remuneration;

» the total amount of variable remuneration must not exceed 5%
of La Banque Postale’s consolidated gross operating income.

Professionals affected at La Banque Postale

Pursuant to Article L. 511-71 of the French Monetary and Financial
Code, the rules relating to remuneration policy are applied to
managers of the institution concerned and to those personnel
categories, including risk takers, individuals exercising a control
function and any employee who, in light of their total income, is in
the same pay band, and whose professional activities have a
significantimpact on the risk profile of the Company or the Group.

EU Delegated Regulation no.604/2014 enacted by the European
Commission on 4March 2014 adopted technical regulatory
standards regarding appropriate qualitative and quantitative
criteria to identify the categories of employees whose professional
activities have a significant impact on an institution’s risk profile.

Within La Banque Postale, those professionals covered by rules
relating to the remuneration policy and practices of credit
institutions in 2019 are:

» management: EXCOM members;

> persons in supervisory positions: the three directors with
supervisory roles, i.e., the Head of Risk, the Head of Compliance
and the Head of Internal Audit;

» risk takers: the Head of the Corporate and Investment Bank
(CIB) and market traders.

The remuneration principles implemented
within La Banque Postale

The fixed component of remuneration constitutes most of the
remuneration of all LaBanque Postale employees. The variable
portion of remuneration with relation to the fixed portion is limited
and strictly defined in the validation processes: for each employee,
the variable remuneration is determined on a managerial basis
taking into consideration a set of criteria pertaining to the level of
performance observed with respect to yearly objectives set at the
beginning of the year. To ensure that there is no impact on
La Banque Postale’s liquidity and in order not to compromise its
ability to generate equity, the total amount of variable
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remuneration of LaBanque Postale’s managers and employees
must meet both of the following criteria:

» be less than 30% of La Banque Postale’s fixed remuneration;

» be less than 5% of LaBanque Postale’s consolidated gross
operatingincome.

Principle of proportionality for variable
remuneration

In view of its internal organisation, the nature, extent and low
complexity of its activities, and the very low exposure to risk of the
activities of La Banque Postale, which come under the scope of the
decree of 3 November 2014, the LaBanque Postale Group has
established a remuneration policy that guarantees an annual cap
and a principle of deferred payment in accordance with the
requirements provided by Articles L.511-75 to L.511-88 of the
French Monetary and Financial Code. However, it was not judged
necessary to set up a clawback scheme covering variable
remuneration, given the low risk exposure.

In effect, La Banque Postale:
» primarily operates Retail Banking activities for natural persons;

> at this point in time, the financing of legal entities is a minor
activity compared to La Banque Postale’s overall NB;

» the Corporate and Investment Bank has an activity virtually
nearly exclusively focused on the interest rate markets; it
implements the bank’s bond issue programme and reinvests
the bank’s excess cash in the interbank market and on the bond
markets. It also hedges the home loans granted by
LaBanque Postale as well as bond issues distributed to
customers.

Annual cap on variable remuneration

The variable remuneration paid to the employees in question
during a financial year may not exceed 100% of the fixed
remuneration.

Variable remuneration will be subject to deferred payment, in
accordance with the procedures laid down below, for any
employee concerned within La Banque Postale who enjoys variable
remuneration in excess of:

> €150,000 for members of LaBanquePostale’s Executive
Committee;

> €150,000 for the directors exercising a control function (the
Head of Risk, the Head of Compliance and the Internal Auditor);

» €150,000 for the Head of the Corporate and Investment Bank
(CIB); and

» €100,000 for the traders.

Moreover, under decree no.2012-915 of 26 July 2012 relating to
State control of the remuneration of corporate executive officers of
public companies, which institutes a mechanism for capping the
remuneration of corporate executive officers of public institutions
and companies at an annual gross amount of €450,000, the
Chairman of the LaBanque Postale Executive Board receives no
variable remuneration.
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Principle of deferred, conditional payment
of variable remuneration

In accordance with the rules relating to the remuneration policy
and practices for credit institutions, LaBanque Postale has
implemented a deferred payment mechanism, over a period of
three years, for the variable part of the remuneration of the
employees involved.

All variable remuneration is spread out in accordance with the
following procedures:

» above the variable remuneration thresholds set above,
according to the professional categories in question, a part of
the variable portion is paid in the year following the one in which
the variable portion is recognised (the “Paid Component”) and
the remainder of the variable remuneration is deferred (the
“Deferred Component”) over the three years following the year in
which payment of the Paid Component is made;

» the Paid Component accounts for 60% of total variable
remuneration and the Deferred Component for 40% of the
variable remuneration;

» the Deferred Components are paid in equal amounts over three
years, each year in March;

> the Deferred Component is reassessed based on growth in
La Banque Postale’s equity between the financial period with
which the variable remuneration is associated and the
liquidation date of the remuneration subject to deduction of the
capital increases subscribed by third parties and setting aside
any changes in the dividend distribution rate.

Payment of any Deferred Component likely to be made to the
employees in question is subject to achieving positive net income
on a consolidated basis at the end of the year preceding that in
which the payment is made.

Guaranteed variable remuneration

Regulated employees cannot be granted guaranteed variable
remuneration beyond the first year of engagement of the regulated
employee concerned which is subject to La Banque Postale Group
still being in a healthy and solid financial position.

Presentation of the resolutions
of the General Meeting relating
to remuneration

2.1.4.3

The Annual General Meeting of 12 April 2019 approved all the
resolutions relating to remuneration presented to it both with
respect to the Commercial Code (“say on pay”) and the Monetary
and Financial Code. Pursuant to decree no.2019-1234 of
27 November 2019 relative to the remuneration of the corporate
officers of listed companies, as the Company does not have shares
admitted to trading on a regulated market, it is not subject to the
say on pay rule.

Opinion on the remuneration components
of regulated employees

In accordance with Article L. 511-73 of the French Monetary and
Financial Code, the General Meeting is consulted yearly with regard
to the overall remuneration budget for all types of remuneration
paid during the year just ended to the persons mentioned
in Article L. 511-71 of said Code, notably in reference to the effective
managers of the Company, i.e. The four members of the Executive
Board. The amount of the envelope for 2019 is €8,228,340
(including the remuneration of Anne-Laure Bourn and the
remuneration paid to Rémy Weber by La Poste).
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BUSINESS ENVIRONMENT AND HIGHLIGHTS

3.1

3.1.1

BUSINESS ENVIRONMENT AND HIGHLIGHTS

Economic and financial environment

A complex international economic
environment

The factors that created uncertainty in 2018 weighed even more
heavily on the economic environment in 2019. The trade war
between China and the United States continued, with each truce
followed by a new outbreak of hostilities. Negotiations between the
two super powers nevertheless resulted in a partial agreement in
late 2019 and the signing of a new trade deal on 15 January 2020.
The Brexit saga was another defining factor, with a no-deal exit by
the United Kingdom looking extremely likely during most of the
year. In the end, Boris Johnson’s gamble of calling an early general
election in December paid off. Following the Conservative party’s
landslide victory, he finally had the parliamentary majority needed
to push through the divorce deal agreed with the EU’s negotiators
in late October, paving the way for the United Kingdom’s
withdrawal from the European Union on 31 January 2020. And
while all this was going on, geopolitical tensions remained high in
the Middle East.

The global economic slowdown that began in 2018 extended into
2019. The worsening international economic environment acted as
a brake on world trade, and manufacturing output remained
trapped in a downward spiral as from autumn 2018. US growth
contracted slightly, but all told the economy held up quite well
despite significant difficulties in the manufacturing sector. China
experienced a sharp loss of momentum, due in part to the
export-dampening trade war with the United States but also to soft
domestic demand.

Faced with the heightened risk of a significant economic
slowdown, the central banks staged an about-turn in 2019 by
adopting resolutely accommodative monetary policies. In many
European countries, 10-year government bond rates were reduced
to extremely low levels during the summer- with some rates
moving into negative territory - before recovering slightly.

Weaker eurozone growth

Eurozone growth weakened in 2019. Economic forecasts remained
gloomy throughout the vyear, particularly in the manufacturing
sector. The services sector held up better, but gradually became
less resilient as the year wore on due to lower manufacturing
activity.

In Germany, manufacturing hit a massive air pocket. The country’s
very open economy was badly hit by the slump in global trade and
also struggled to overcome structural weaknesses. In Spain, the
economy slowed slightly but nevertheless outperformed the
eurozone as a whole. In Italy, growth remained very weak
throughout the year, reflecting subdued domestic demand.

In the United Kingdom, although the extremely uncertain political
environment weighed on economic activity in 2019, more buoyant
consumer spending and the healthy rate of job creation helped to
sustain growth. All the same, corporate capital spending was stifled
in the 18 months to December 2019 by the high level of uncertainty
about the Brexit outcome.
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Several brakes on economic growth in France

In France, the economic growth rate slowed to around 1% a yearin
2019 from 1.5% in 2018. Despite a fairly significant increase in
after-tax incomes, French consumers were generally prudent,
choosing not to take full advantage of the increased spending
power provided by the budgetary and tax stimulus measures
adopted by the government at the end of 2018. Exports were
weakened by almost flat global demand in 2019. However,
companies enjoyed the simultaneous benefits of 2018 CICE tax
credit refunds received in 2019 and a reduction in employer payroll
taxes. The cash bounty improved their financial position and
encouraged them to actively invest in plant and equipment. At the
same time, the job creation rate remained relatively high.

Oil prices remained reasonable

Oil prices rose sharply in the first part of the year after falling rapidly
in late 2018. The price of North Sea Brent, which was less than $54
at the end of December 2018, increased by around $20 to reach
nearly S$75 in April. At the end of 2018, OPEC and ten other
countries, including Russia, decided to reduce their production
quotas. The resulting restrictions on supply were partly offset by
increased oil production in the United States. After trade friction
between China and the United States flared up again in the spring,
concerns about future global energy demand depressed crude
prices which hovered at around $60 per barrel for several months.
Tensions nevertheless remained strong in the Middle East, and in
late 2019, OPEC and its allies announced a further reduction in their
production quotas, driving prices back up to $66 at the end of the
year.

Higher inflation in the eurozone, due to energy
price growth

Headline inflation in the eurozone remained low in 2019, at an
annual rate of around 1%. Core inflation (excluding energy and
food) was also moderate, although a small uptick was observed at
the end of the year. The main cause was a slightly bigger increase in
core inflation in Germany, where the rate rose by around 0.5 points
over the 18 months to end-2019 due to sustained growth in wages.
In France, headline inflation was slightly below the eurozone rate.

A significant reduction in interest rates

At the beginning of the year, the vast majority of central banks had
taken steps to return to a more normal monetary policy or were
waiting for an opportunity to do so; however, they quickly
backtracked in the spring and initiated resolutely accommodative
policies in the summer. The US Federal Reserve reduced its Fed
Funds rate three times. In the eurozone, the European Central Bank
(ECB) also reduced one of its key interest rates in September and
restarted its programme of bond purchases. This highly uncertain
international environment triggered a flight to quality by investors.
In many European countries, 10-year government bond rates were
reduced to extremely low levels during the summer - with some
rates moving into negative territory - before recovering slightly.

www.labanquepostale.com



LA BANQUE POSTALE GROUP BUSINESS ACTIVITY AND RESULTS

In the United States, the 10-year T-Note rate was reduced by
80 basis points to end the year at 1.9%. France’s 10-year OAT rate
fell by nearly 60 basis points and the German Bund rate by over
40 basis points. The Bund rate stayed in negative territory from
early May through the end of the year. The 10-year OAT rate
became negative in late June before returning to positive territory
at the end of the year (the rate at end-December was around
0.05%). The decline in long-term rates flattened the yield curve and
spreads continued to narrow in the European Union.

Interbank rates in the eurozone declined as a result of the
monetary policy decisions made in September by the ECB, which
reduced its deposit rate - currently viewed as the true key interest
rate in the eurozone - by 10 basis points to -0.5%. The cut led to a
corresponding 10-basis-point reduction in the Eonia to -0.45% The
3-month Euribor (the rate at which major banks lend to each other
for three months) fell to around -0.40%.

Interest rates on French regulated savings accounts (Livret A, Livret
de développement durable et solidaire, Livret d’épargne populaire
and Compte épargne logement) remained stable. The Livret A rate

3.1.2 2019 highlights

BUSINESS ENVIRONMENT AND HIGHLIGHTS

was kept at 0.75% and the PEL home savings plan rate remained at
1%.

Higher stock market prices

Due notably to the progress made in the Chinese-American trade
talks, world stock markets rebounded sharply at the beginning of
2019, peaking at the end of April. In May, relations between
Washington and Beijing suddenly became bogged down, with
some observers claiming they had seriously deteriorated. This first
made investors cautious, then distrustful. During the eventful
summer months, prices moved in response to the different
announcements concerning the progress - or lack of progress - of
trade talks between the two super powers. The calmer situation at
the end of the year helped investors to recover their appetite for
risk. In the end, US stock indices reached record highs in 2019,
while the CAC40 gained more than 26%, ending the year at
6,000 points.

Creation of a leading European bancassurance
group

The project to link together CNP Assurances and La Banque Postale
is currently in progress. It will lead to the creation of a large
European bancassurance group with total assets of €708 billion.

Under the project’s terms, CNPAssurances will become a
62.1%-owned subsidiary of LaBanque Postale and will be fully
consolidated in La Banque Postale’s accounts.

By forging closer ties with its historical partner, La Banque Postale
will be able to move up a gear in its development in the French and
international insurance markets. The change of pace will be
achieved by leveraging the organisation’s enhanced marketing
potential, greater innovation capabilities- especially in the
pension savings segment - and advances in operating efficiency.

CNP Assurances, which will continue to be listed on the stock
exchange, will benefit from a stronger shareholder base thanks to
the new shareholders” agreement between La Banque Postale and
Groupe BPCE covering the period until December 2030.

CNP Assurances will also enjoy the security of extended distribution
partnerships in France with Groupe BPCE and La Banque Postale:

- exclusive partnership with Groupe BPCE, originally due to expire
atthe end of 2025 and extended until December 2030;

- exclusive partnership with La Banque Postale, due to expire at
the end of 2022 extended until December 2036.

(1) Data concerning BPE only.
(2) Data concerning BPE only.
(3) Data concerning BPE only.

Faster growth across all businesses

For the Retail Banking businesses, 2019 was shaped by major
organic and external growth transactions, in both personal banking
and business banking.

One such transaction was the acquisition of Société Générale’s
35% interest in La Banque Postale’s consumer finance subsidiary,
La Banque Postale Financement. By becoming La Banque Postale’s
sole Shareholder, the Group has strengthened its position in this
strategic business.

In Private Banking, BPE - which was acquired in 2014 - enjoyed
very strong business growth. Assets under management totalled
€9.6illion (representing an increase of 96% between 2014 and
2019, net banking income grew 40 % over the same period and
operating profit rose 145%%. This performance illustrates the
benefits of sharing La Poste’s powerful network spanning the whole
of France, with BPE corners in some post offices offering the same
customer experience as a separate branch. It also demonstrates
La Banque Postale’s ability to meet the needs of a demanding
clientele looking for expertise and responsiveness combined with a
close local presence, and to offer these customers a
comprehensive product line-up comprising a growing number of
SRl options.

In Insurance, particularly in  the non-life segment,
La Banque Postale moved forward with its plan to develop an
integrated model by signing a new partnership agreement with
Groupama. LaBanque Postale Assurances pursued its digital
strategy with the introduction of full-online insurance underwriting
processes and enhanced functionalities for all customers. In Life
insurance, LaBanque Postale’s share of CNP Assurances’ profit
(accounted for by the equity method) came to €276 million in 2019,
an increase of 5%.
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In Asset Management, LaBanque Postale Asset Management
launched several major strategic projects. These included a project
to support its new ambitions in the area of conviction-based
management (backed by growth funds such as high conviction
equity funds, SRI funds and the Tocqueville brand). Another
strategic goal concerned the creation of a European benchmark in
constrained funds. And a project was also undertaken to develop a
technological service offer for institutional investors and asset
managers, by combining the expertise of La Banque Postale Asset
Management and the BPCE Group on a single shared platform.

A digital and human transformation

For all of La Banque Postale’s businesses, 2019 was another year
of transformation.

Ma French Bank, LaBanque Postale’s digital bank launched on
22 July, had signed up 122,000 customers by the end of the year.
Distributed mainly through the post office network, Ma French
Bank meets the needs of young customers looking for a simple and
attractive offer. It is aiming to attract over a million customers by
2025.

The Excellence 2020 process re-engineering programme was
actively pursued during the year, generating €100 million in cost
savings over three years, including €40 million in 2019 alone. These
savings were achieved by automating many of La Banque Postale’s
business processes and digitising customer transactions. The
operational efficiency programme is continuing, with a new set of
initiatives planned for the period to 2023.

The business transformation plan is firmly rooted in
La Banque Postale’s values. In line with its commitment
towards employees, La Banque Postale has adopted a change
management approach based on training (its dedicated banking
school Ecole de la banque et du réseau provided a total of
314,262 days’ training in 2019), the use of digital technology to
improve employees’ working tools (for example, Al-based data
analysis helps financial advisors to anticipate customers’ needs
depending on the stage in their lives) and extensive rollout of
learning systems.

A unique commitment to supporting inclusive
banking, local communities, and the
environment

As a bank dedicated to serving the community,
La Banque Postale honours its commitments by offering banking
services to 1.6million financially vulnerable customers,
representing nearly half of the 3.3 million people identified as being
in this situation in France by the Banque de France’s Observatoire
de l'inclusion bancaire (OIB) in its most recent report.

In line with the commitment given by LaBanque Postale, the
Simplicité account formula specially developed for these customers
features a cap on bank incident fees of €20 per month and €200 per
year. As of 31 December 2019, 112,400 customers had Simplicité
accounts, up 41% compared with end-2017. For financially
vulnerable customers who choose not to open a Simplicité

(1) Comité Consultatif du Secteur Financier.

(2) Corresponding to loan offers signed by La Banque Postale.
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account, bank incident fees have been capped at €25 per month
since 1 January 2019.

La Banque Postale also fully assumes its public service mission
of providing access to banking services through the Livret A
passbook savings account, by offering basic banking services
free of charge to over 1.5 million people who have been denied
access to service by other banks. Its action in this area was
recognised by the CCSF" in a report dated 10 December 2019
recommending (by a unanimous vote of its members) that the
programme should be rolled over to the period 2021-2026. In this
report, the CCSF noted that the programme was “a balanced
response to the specific, practical needs expressed by a very specific
category of the population, corresponding in some cases to people
living in extreme poverty, who are not currently covered by other
programmes providing access to banking services.”

La Banque Postale is contributing to the development of local
communities, thanks to a deep network of 17,000 contact points,
and fully plays its role as the banker of choice for all local public
agencies. In 2019, local authority financing® provided by
La Banque Postale increased by 61% to €5 billion, and financing for
public hospitals was 19% higher at €566 million. These figures
illustrate La Banque Postale’s central role in financing local
authorities and public hospitals, acting alongside Société de
Financement Local (SFIL) under a partnership agreement that has
been rolled over in advance until 2026.

A pioneer in green and responsible finance, La Banque Postale
has affirmed its leadership:

> in asset management, LaBanque Postale Asset Management
(LBPAM) is the only non-specialised manager committed to
building a 100%-SRI offer by the end of 2020. As of
31 December 2019, LBPAM was managing €137 billion worth of
SRI funds, representing 60% of total assets under management.
These funds have performed exceptionally well, in terms of both
financial vyields and ESG criteria. An international rating
organisation ranked the LBPAM ISR Actions Euro, LBPAM ISR
Actions Europe and LBPAM ISR Actions Environnement funds
among the five best European funds in 2019 for the quality of
the environmental policies of the companies in the portfolios.
LBPAM was also the leading manager of government-labelled
SRI'funds as of 31 December 2019;

» LaBanque Postale is the leading provider of bank financing to
local authorities and since 2019 it has been offering green loans
to these customers. These loans in turn represent eligible assets
securing green bonds issued by SFIL, thereby squaring the
virtuous financing circle;

» LaBanque Postale intends to become a regular issuer on
the ESG bond market, following the success of its inaugural
€750 million green bond issue;

> the Corporate and Investment Banking Division financed
around €1 billion worth of renewable energy projects in 2019
and reaffirmed its internal ban on financing fossil fuel projects;

» LaBanque Postale’s business units have all been carbon neutral
since 2018.

All of these efforts have been applauded by the ESG rating
agencies.

www.labanquepostale.com



LA BANQUE POSTALE GROUP BUSINESS ACTIVITY AND RESULTS

3.2
AND RESULTS

Consolidated income statement

(in € millions)

LA BANQUE POSTALE GROUP BUSINESS ACTIVITY AND RESULTS

LA BANQUE POSTALE GROUP BUSINESS ACTIVITY

Main items on the income statement 2019 2018 %
Net Banking Income 5,647 5,570 1.4%
Net Banking Income excl. PEL/CEL effect 5,579 5,528 0.9%
Operating expenses (4,692) (4,615) 1.7%
Gross operating profit 955 955 0.0 %
Cost of risk (178) (183)% -2.6%
Operating profit 777 772 0.6 %
Share of profits of associates and joint ventures* 282 268 52%
Pre-tax profit 1,059 1,039 1.9%
Income tax (273) (274) -03%
Attributable net profit 780 726 7.5%
Cost/income ratio 83.8% 83.4% 0.3 point

* Mainly CNP Assurances, and AEW for €6.2 million.

Consolidated net banking income rose by 1.4% to
€5,647 million, despite the persistently low interest rate
environment. Excluding the PEL/CEL effect, the increase worked
out at 0.9%. Adjusted for the €69 million impact of the cap on bank
incident fees for vulnerable customers, net banking income was
2.6% higher at €5,716 million.

Adjusted for the costs incurred to support the integration of
CNP Assurances, operating expenses amounted to €4,665 million,
an increase of 1.1% that was due to the cost of measures to

strengthen La Banque Postale’s corporate units and IT spending to
support business growth. The higher costs led to a 0.3-point
increase in the cost/income ratio to 83.8%.

The cost of risk® remained at a very low level of €178 million. The
ratio of cost of risk to Retail Banking outstanding loans stood at
15 basis points, an increase of 1point compared with 2018,
reflecting La Banque Postale’s prudent management.

Pre-tax profit was up 1.9% at €1,059 million. Attributable net profit
came in at €780 million, an increase of 7.5% over 2018.

(1) Including a €50 million provision for the fine imposed by the banking supervisor (ACPR)

(2) Annualised cost of risk.
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ACTIVITIES AND RESULTS BY BUSINESS LINE

3.3

3.3.1 Retail Banking

ACTIVITIES AND RESULTS BY BUSINESS LINE

Retail Banking (in € millions) 2019 2018 %
Net Banking Income 5,241 5,156 1.6%
Operating expenses (4,466) (4,395) 1.6%
Gross operating profit 775 762 1.7%
Cost of risk (178) (183) -23%
Operating profit 596 579 3.0%

Solid financial results

The Retail Banking Division reported net banking income of
€5,241 million, up 1.6%. Restated for PEL/CEL effects, net banking
income came to €5,172 million, up 1.1%. Excluding the effect of the
cap on bank incident fees for vulnerable customers (for
€69 million), net banking income was 3% higher at €5,310 million.
The net interest margin (including PEL/CEL effects) increased by
6% in 2019.

Operating expenses for the Retail Banking business were up 1.6%
at €4,466 million.

The cost of risk® remained at a very low level of €178 million. The
ratio of cost of risk to Retail Banking outstanding loans stood at
15 basis points, an increase of 1 point compared with 2018.

The operating profit of the Retail Banking business rose 3% to
€596 million.

Strong growth in personal finance (up 5.5%) and
higher savings deposits (up 3%)

Outstanding personal loans rose by 5.5% overall to €68.9 billion,
including home loans for €63.8 billion (up 5.5% over the period)
and €5.2 billion in consumer loans (up 5.2%).

Home loan originations totalled €12.4 billion over the year, an
increase of 20.6%.

Consumer loan originations also continued to grow, rising 6% to
€2.7 billion. Personal loans obtained on-line or via the remote
platform remain at a high level and now represent 38% of total
production.

The network’s banking advisors successfully placed with Retail
Banking customers €464 million worth of La Banque Postale EMTNs
structured by the Corporate and Investment Banking Division.

Outstanding deposits rose by 8.3% over the year to €71.1 billion.
This increase concerned sight deposits by both personal banking
customers (for €61.9 billion, up 6.1%) and businesses, which now
total €9.2 billion (up 26.2%).

Life insurance outstandings increased by 2% to €126.7 billion. The
sales momentum was good with the gross inflow of funds up 4.8%
at €8.7 billion.

The Livret A regulated passbook savings account continued to be
attractive in last year’s persistently low interest rate environment.
Savings invested in these accounts rose by 1.5% over the year to
€61.5billion. In all, customer deposits in regulated savings
accounts (Livret A, Livret d’épargne populaire and Livret
développement durable et solidaire accounts) rose by a modest
0.8% to €82.7 billion at end-2019.

Total customer deposits in savings accounts grew by €9.6 billion or
3% over the year to €324.1 billion at 31 December 2019.

Strong demand for wealth management services
offered by BPE, La Banque Postale’s private
banking arm

In 2019, BPE strengthened its position as a provider of local private
banking services, by leveraging the personalised wealth planning,
wealth  management,  financial  advisor-directed  asset
management, and financing expertise available in the 30 BPE
branches and the 45 dedicated wealth management spaces in post
offices. The engagement of its 400 employees (including 200 private
bankers and 30 portfolio managers) helped to drive 14.9% growth
in managed savings to over €9.6 billion. Loan originations also rose
sharply (up 18%), lifting outstanding loans to €3.5 billion (up 12.3%)
at 31 December 2019.

(1) Including a €50 million provision for the fine imposed by the banking supervisor (ACPR)

(2) Annualised cost of risk.
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Rapid growth in lending to businesses

Commercial loan originations rose by 38% in 2019 to €37.3 billion,
led by solid growth in factoring services (with €13 billion worth of
invoices purchased versus €7 billion in 2018).

Outstanding loans also increased year on year, to €33.4 billion at
31 December 2019 (up 23%). The total breaks down as follows:
€232 billion in loans to businesses, very small enterprises and

3.3.2 Asset management

ACTIVITIES AND RESULTS BY BUSINESS LINE

professionals (up 25.4%) and €10.2 billion in loans to the local
public sector and social landlords (up 17.8%).

For its part, the Corporate and Investment Banking Division
provided some €1 billion in financing for renewable energy projects
in2019.

In all, loan outstandings increased by 10.6% to €102.4 billion.

(in € millions) 2019 2018 %
Net Banking Income 155 153 1.7%
Operating expenses (93) (93) 0.3%
Gross operating profit 63 60 3.7%
Cost of risk 0 0 n.m.
Operating profit 63 60 3.7%

The asset management business ended the year with operating
profit up 3.7%. The increase reflected growth in the carrying
amount of assets under management (up 6.2% to €231.6 billion),
led by the market effect corresponding for the most part to last
year’s strong stock market performances.

Operating expenses were stable (up 0.3%), despite the
development costs incurred during the year and the cost of
projects in progress in the asset management subsidiaries.

LBPAM, the only non-specialised manager
committed to building a 100%-SRI offer by the end
of 2020

LBPAM is following a three-pronged approach to its SRl strategy:

» the first step is to apply ESG screens to the manager’s
investment universe;

> the ESG criteria are then analysed using the proprietary GReAT
model based on the LBPAM analysts’ convictions rather than on
stocks selected by the rating agencies;

» all funds included in the offer must be certified as SRI funds by
France’s Ministry of the Economy. Compliance with these rules
and the quality of the management process are audited on site
by an independent third party.

As of 31 December 2019, LBPAM was already managing €137 billion
worth of SRI funds, representing 60% of its total assets under
management. La Banque Postale has confirmed the objective of
meeting the 100% SRI target by the end of 2020.

LBPAM’s 100% SRI funds have performed exceptionally well, in
terms of both financial yields and ESG criteria. An international
rating organisation ranked the LBPAM ISR Actions Euro, LBPAM ISR
Actions Europe and LBPAM ISR Actions Environnement funds
among the five best European funds in 2019 for the quality of the
environmental policies of the companies in the portfolios.

3.3.3 Insurance
2019

(in € millions) 2019 2018 % pro forma %
Net Banking Income 251 261 -4.0% 299 14.7%
Operating expenses (133) (128) 3.7% (133) 3.7%
Gross operating profit 118 133 -11.4% 167 25.2%
Cost of risk 0 0 n.m. 0 n.m.
Operating profit 118 132 -11.0% 167 25.8%

The Insurance Division’s contribution to net banking income
contracted by 4% in 2019 to €251 million. Excluding non-recurring
costs incurred for the acquisition of Groupama’s minority interest
in LaBanque Postale Assurances IARD, the year-on-year change
was a 14.7% increase to €299 million.

The insurance subsidiaries” operating expenses rose by 3.7% to
€133 million, reflecting the full-year impact of opening two new
customer relations centres.

Their contribution to operating profit, adjusted for non-recurring
items, was 25.8% higher at €167 million.
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ACTIVITIES AND RESULTS BY BUSINESS LINE

Death/disability, Health and Property & Casualty
subsidiaries:

The non-life business enjoyed strong momentum in 2019, thanks to
the realignment of the product offer based on customers’ changing
needs, the digital transformation and action to streamline policy
underwriting and administration processes:

» the portfolio of P&C insurance contracts (39% of the total
portfolio) increased by 4% over the period to nearly
1,800,000 contracts at end-2019;

» the Health insurance portfolio (4% of the total portfolio) also
increased by 4%, to over 200,000 contracts;

3.3.4 Financial structure

» the portfolio of death/disability insurance contracts (57% of the
total portfolio) matched its prior-year performance for the
product line-up, with some 2,700,000 contracts.

Life Insurance and Term Creditor Insurance:

La Banque Postale’s life outstandings, covering policies sold
through all of its distribution channels (LBP Personnes Physiques et
Personnes Morales, BPE, EasyBourse), represented €126.7 billion at
31 December 2019. Linked liabilities accounted for 12.3% of the
total versus 10.8% in 2018, reflecting the very favourable market
effect and the net inflow of new money into unit-linked funds.

The consolidated balance sheet total increased to €271.7 billion at
31 December 2019, from €245.2 billion at 31 December 2018,
reflecting last year's 10.6% growth in outstanding loans to
€102.4 billion.

La Banque Postale has a robust financial structure, with total
regulatory own funds of €12.4 billion at 31 December 2019:

» the Common Equity Tier 1 ratio improved by 0.5 points over the
year to 12.2%, following the conversion into shares in first-half
2019 of the €800 million in AT1 bonds held by La Poste;

» the Tierl ratio stood at 13.2% at end-2019, following the
€750 million inaugural AT1 issue in November 2019;

> the total capital ratio was unchanged from 31 December 2018 at
16.2%);

> the leverage ratio, excluding savings funds transferred to CDC,
stood at 4.5%".

Based on the above, La Banque Postale’s ROE® was 8.4% at
31 December 2019.

La Banque Postale’s liquidity position remains comfortable:

» the LCR at 31 December 2019 was 153% compared to 145% at
31 December 2018, up 8 points;

» the loans-to-deposits ratio increased by 3.6 points over the year
to 90%, due to growth in La Banque Postale’s lending activities.

During the year, the rating agencies re-affirmed the short- and
long-term credit ratings of LaBanque Postale which are,
respectively, A-/F1 for Fitch with a Stable outlook and A/A-1 for S&P
with a Positive outlook.

Standard & Poor’s Fitch
Long-term rating A A-
Short-term rating A-l F1
Outlook Positive Stable
Ratings updated on 18 December 2019 10 October 2019

In 2019, La Banque Postale diversified its sources of financing
by carrying out several benchmark inaugural issues. These
included a senior non-preferred green bond issue due 2029, a
senior preferred bond issue due 2026 and a perpetual AT1 issue.
Each of these issues was least two times oversubscribed,
illustrating La Banque Postale’s attractiveness to a wide investor
base.

(1) The leverage ratio calculated by applying the May 2019 decision of the European Central Bank (excluding 50% of the centralised savings funds) was 3.9%.

(2) ROE = Attributable net profit/Average attributable permanent own funds.
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The consolidated balance sheet total stood at €271.7 billion at
31 December 2019, up €26.5billion (11%) compared with
31 December 2018.

The main asset items in the balance sheet comprised:

>

financial assets at fair value through profit or loss (€10.9 billion
at 31 December 2019 versus €10.2billion as reported at
31 December 2018). These consist primarily of government
securities, bonds and other fixed-income securities in the
amount of €7.8 billion;

financial assets at fair value through other comprehensive
income (€15 billion at 31 December 2019 versus €13.9 billion as
reported at 31 December 2018). These consist for the most part
of bonds for €10.6 billion and government paper and similar
securities for €4.1 billion;

loans and receivables due from credit institutions at amortised
cost (€70.6 billion at 31 December 2019 compared with
€87.4 billion as reported at 31 December 2018). The amount of
€70.6 billion includes funds held in Livret A, Livret de
développement durable et solidaire (LDDS) and Livret
d’épargne populaire (LEP) regulated savings accounts
transferred to the Caisse des dépdts for €67.4 billion;

loans and receivables due from customers at amortised cost
-(€113.6 billion at 31 December 2019 compared with
€95.7 billion as reported at 31 December 2018). This item mainly
includes outstanding home loans, consumer loans and

(1) Return on assets (attributable net profit/total assets).

ANALYSIS OF THE CONSOLIDATED BALANCE SHEET

ANALYSIS OF THE CONSOLIDATED BALANCE SHEET

corporate (businesses, professionals and local public sector)
loans;

» securities at amortised cost (€28 billion at 31 December 2019
versus €23.6billion as reported at 31December 2018),
consisting primarily of government paper and similar securities
and bonds.

The main liability items in the balance sheet, apart from
attributable equity of €11.7 billion, are:

» liabilities due to credit institutions and similar for €30.7 billion
(versus €18.9 billion as reported at 31 December 2018). This item
mainly includes securities sold under collateralised repo
agreements for €25.3 billion versus €14.6 billion at 31 December
2018;

» liabilities due to customers for €191 billion (versus €185.8 billion
as reported at 31 December 2018). This item comprises sight
deposits for €71.1billion and regulated savings accounts for
€114.9billion, including €314 billion in home savings,
€61.5billion in Livret A accounts and €22.1billion in other
regulated savings accounts (LEP, LDDS and other passbook
savings accounts);

» debt securities for €23.7 billion (versus €16.9 billion as reported
at 31 December 2018);

» subordinated debt for €3.1billion (versus €3.9billion as
reported at 31 December 2018).

La Banque Postale’s ROA" was 0.29% at 31 December 2019.
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3.5 ADDITIONAL INFORMATION

3.5.1  French Economic Modernisation Act (LME) information - Suppliers’ terms
of payment

In application of Article D. 441-4 of the French Commercial Code (Code de commerce), information about supplier payments breaks down as
follows at 31 December 2019:

0 days 91daysand Total (1 day
(in€) (indicative) 1to30days 31to60days 61 to90days more and more)
(A) TRADE PAYABLES SCHEDULE
Number of invoices concerned 53 - - - - 5,656
Total amount of invoices concerned including VAT 688,944 4,870,748 2,614,606 2,042,148 4,145,666 13,673,168
Percentage of total amount of purchases for the year
including VAT 0.02 % 0.11% 0.06 % 0.05% 0.10% 0.32%
Percentage of revenue for the year (specify: excl. or
incl. VAT) - - - - - -

(B) INVOICES EXCLUDED FROM (A) RELATING TO DISPUTED OR UNRECOGNIZED PAYABLES AND RECEIVABLES
Number of invoices excluded - - : R , ,

Total amount of invoices excluded
(specify: excl. orincl. VAT) - - - : B, .

(C) REFERENCE PAYMENT TERMS (CONTRACTUAL OR STATUTORY TERMS PURSUANT TO ARTICLE L. 441-6 OR L. 443-1 OF THE
FRENCH COMMERCIAL CODE)

Payment terms used to calculate past due payments Contractual terms

This information does not include bank data or related transactions.

For customer payment schedules, please see Note 2.17 of La Banque Postale’s financial statements showing the detail of customer loan
transactions by time remaining.

At 31 December 2018, information about supplier payments breaks down as follows:

0 days 91daysand Total (1 day
(in €) (indicative) 1to30days 31to60days 61to90days more and more)
(A) TRADE PAYABLES SCHEDULE
Number of invoices concerned 66 - - - - 4,787
Total amount of invoices concerned including VAT 224,625 6,545,797 1,052,186 1,824,955 1,297,035 10,719,972
Percentage of total amount of purchases for the year
including VAT 0.01% 0.15% 0.02 % 0.04 % 0.03% 0.25%
Percentage of revenue for the year (specify: excl. or
incl. VAT) - - - - - -

(B) INVOICES EXCLUDED FROM (A) RELATING TO DISPUTED OR UNRECOGNIZED PAYABLES AND RECEIVABLES
Number of invoices excluded - - - - - _

Total amount of invoices excluded
(specify: excl. orincl. VAT) - - - , - ,

(C) REFERENCE PAYMENT TERMS (CONTRACTUAL OR STATUTORY TERMS PURSUANT TO ARTICLE L. 441-6 OR L. 443-1 OF THE
FRENCH COMMERCIAL CODE)

Payment terms used to calculate past due payments Contractual terms

This information does not include bank data or related transactions.

3.5.2  Amount of non-tax-deductible expenses

The amount of non-tax deductible expenses, as listed in Article 39-4 of the French General Tax Code (Code général des impdts), was not
material.
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3.5.3

ADDITIONAL INFORMATION

Research and development, patents and licences

Research and development expenditure is not material.

3.54
and theiruse in 2018

Table of delegations granted by the General Meeting of Shareholders

Purpose of the
authorisation given to

General Meeting the Executive Board

Delegation validity

period Limit Use in 2018

None None

None None None

3.5.5

La Banque Postale 2019 results and appropriation of profit

In 2019, LaBanquePostale SA’s net banking income was
€4,409 million (compared to €4,524 million in 2018). The decrease
in net banking income was essentially due to the decline in
commissions received further to the capping of bank incident fees.
The decline in net income from trading portfolios was offset by the
impact of provisions on investment securities portfolios.

Operating expenses were kept under control and stable (up 0.1%)
at €4,024 million.

(in euros)

Net profit for the period

The cost of risk remained low at €100 million (down 33.8%). The
decrease reflected a change in the models used to calculate
provisions for outstanding loans in the first half of the year.

Operating profit for the year was €117 million, compared to
€148million in 2018. After taking into account gains and losses on
non-current assets, for net income of €313 million, and net income
tax expense of €141 million, La Banque Postale SA's net profit was
€289 million in 2019 compared to €125 million in 2018.

288,928,950.83

- Allocation to the legal reserve
+ Retained earnings brought forward from prior year
TOTAL

(14,446,447 54)
924,159,271.09
1,198,641,774.38

Proposed appropriation

To the payment of a dividend

351,200,223.60

» toretained earnings

847,441,550.78

TOTAL

1,198,641,774.38

The dividend is eligible for the tax allowance provided for in Paragraph 3, sub-paragraph 2, of Article 158 of the French General Tax Code.

It will be paid on 30 June 2020 at the latest.

Dividends paid over the past three years

Financial year Number of shares Total payout Dividend per share
2016 35,186,153 €312,101,177.11 €8.87
2017 35,186,153 €343,768,714.81 €9.77
2018 35,186,153 €326,527,499.84 €9.28
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ADDITIONAL INFORMATION

3.5.6 Investments

La Banque Postale did not make any significant investments (in excess of €1 billion) in 2018 (or in 2017 or 2016).

3.5.7 Internal control

La Banque Postale’s governance framework provides assurance
that the Group complies with its external obligations and internal
framework. Supported by a risk management system that is based
on three lines of defence (the business lines’ operations
departments, the Group Risk Department and the Compliance
Department, and the Internal Audit Department) and represents
the overall internal control framework, La Banque Postale must
ensure that outsourced activities are included in the system, in
accordance with the applicable regulations (Government order of
3 November 2014 and European Banking Authority guidelines on
outsourcing issued in February 2019)

The internal control system is aligned with the nature and volume
of La Banque Postale's operations and its risk exposures. It covers
all of the businesses carried out by the parent company and its
exclusively and jointly controlled subsidiaries, La Poste Network
entities working in its name and on its behalf and service providers
responsible for providing essential services.

Internal control reference
framework

3.5.7.1

The reference framework for La Banque Postale's internal control
system comprises:

» the French Monetary and Financial Code;

» Government order of 3 November 2014 on the additional
monitoring of financial conglomerates;

» Government order of 3 November 2014 on the internal control
of companies in the banking, payment services and investment
services sectors supervised by the French prudential supervision
and resolution authority (Autorité de contréle prudentiel
et de résolution - ACPR);

» Government order of 3 November 2014 on prudential
supervision on a consolidated basis;

» European Banking Authority guidelines dated September 2017
on internal governance (applicable since the beginning of
July 2018);

» European Banking Authority guidelines dated February 2019 on
outsourcing (applicable since September 2019).

Under regulatory guidelines, the governance, risk management and
control, and minimum capital requirements applicable to
supervised financial institutions are adapted take into account the
institution's materiality.

To ensure compliance at all times with the regulatory ratios
(capital, liquidity and leverage), institutions must have systems to
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measure incurred and potential risks, as well as capital and
liquidity management systems. LaBanque Postale has been
identified as a systemically important financial institution, and as
such is concerned by this recommendation.

It is the responsibility of the Supervisory Board to review and assess
the effectiveness of La Banque Postale's risk management system,
and to approve and regularly review the strategies governing the
acceptance, management, monitoring and reduction of known and
potential risks. Government order of 3 November 2014 on internal
control describes the Supervisory Board's role in defining
supervision guidelines and policies, approving overall exposure
limits, establishing contingency plan strategies and deciding
remuneration policies.

To fulfil this role, members of the Supervisory Board must have the
necessary knowledge, skills and expertise to understand and
monitor the Group's risk-taking strategy and risk appetite. For this
reason, the ECB has been given increased powers over the
appointment and assessment of directors and the persons
effectively responsible for running the undertaking.

3.5.7.2 Internal control framework

La Banque Postale uses the concept of lines of defence to describe
its organisation from the standpoint of risk management and good
management practices. The risk management system is based on
three lines of defence that constitute the internal control
framework:

FIRST LINE OF DEFENCE

The Group recognises that all commercial and support activities entail
risks and that the most effective way to manage these risks is to ensure
that the teams responsible for these activities are knowledgeable and
accountable. For this reason, each Group entity has prime
responsibility for managing its risks. The entities’ senior executives are
responsible for implementing a system that provides assurance
concerning compliance with the applicable internal and external risk
management requirements. This risk management system is part of the
framework defined by the Group Risk Department. In other words, risks
are accepted, managed and monitored and warnings are issued in
accordance with the rules set by the Group.

Each employee provides assurance that risks are properly managed at
their level through their knowledge, experience, judgement and
compliance with their entity's rules.

As a result, the business lines' operational departments constitute the
first line of defence.
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SECOND LINE OF DEFENCE

In accordance with the Government order of 3 November 2014 on
internal control, responsibility for permanent controls lies with the
Group Risk Department and the Compliance Department.

The Group Risk Department (GRD) is the key risk management function
and leads the process. This function is referred to as the risk
organisation within the Group. The GRD is tasked with developing risk
measurement and monitoring systems and risk management
procedures. It ensures that these systems and procedures are deployed
and that actual risk exposures are compatible with the risk appetite
defined and approved by the Supervisory Board as well as with the
related exposure limits.

The risk organisation is responsible for strategic and business risks,
intragroup risks, credit and counterparty risks, market risks, liquidity
risks, banking book risks, operational risks, insurance underwriting risks
and other risks.

The Compliance Department is responsible for defining the compliance
risk management framework™. In the Group’s Compliance Charter,
“compliance risk” is defined as combining both compliance risk and
conduct risk. The Department’s responsibilities are fulfilled by:

» developing, disseminating and controlling Group compliance
procedures in accordance with the applicable regulations and
ethics rules;

» rolling out and controlling Group compliance procedures at
Compliance Department level and in the subsidiaries;

» managing the Group’s compliance processes in the following
areas:

- financial security, by setting up systems to monitor application
of economic sanctions and asset freezes, and an anti-money

DEPARTMENT

PERIODIC
CONTROL

DEDICATED

DEPARTMENTS
INTERNAL DEDICATED TO
CONTROL THE BANK’S

PERMANENT CONTROL

PERMANENT
CONTROL

TO THE BANK’S
PERIODIC CONTROL

ADDITIONAL INFORMATION

laundering and terrorist financing (AML/TF) system supported
by appropriate computer applications,

- customer protection, through a product governance procedure
(new products/changes to existing products) and a procedure
to review complaint data, both of which are designed to
improve existing systems,

- fraud risk identification and management, dissemination of
watertight fraud management procedures, awareness-raising
initiatives targeting the people involved in these procedures
and fraud prevention tools. This activity is conducted with the
Operational Risks unit.

THIRD LINE OF DEFENCE

The Internal Audit Department is the last line of defence. It performs
periodic controls for the Risk Department and the Compliance
Department in addition to all Group entities. This system is described in
La Banque Postale’s Periodic Controls Charter. The broad objectives
defined by Internal Audit and validated by the Executive Board are as
follows:

» provide assurance to Executive Management and the
Supervisory Board about the management of risks and the
legitimacy and compliance of La Banque Postale’s transactions;

» assess LaBanque Postale’s  operational and

productivity in relation to its objectives;

efficiency

> assess the systems deployed to ensure that customer service is
of a high quality and is constantly improved;

> create a centre of excellence to train managers capable of
moving up in the organisation.

INTERNAL AUDIT
DEPARTMENT

THIRD
LINE OF DEFENCE

GROUP RISK
DEPARTMENT
SECOND

COMPLIANCE LINE OF DEFENCE

DEPARTMENT

OPERATIONAL DEPARTMENTS

FIRST

PERMANENT CONTROL CORRESPONDENTS
WITHIN THE OPERATIONAL DEPARTMENTS

La Banque Postale’s internal control framework is defined in the
following documents:

» the Risk Organisation Charter prepared by the Group Risk
Department;

LINE OF DEFENCE

» the Compliance Charter
Department;

prepared by the Compliance

» the La Banque Postale Group Periodic Control Charter prepared
by the Internal Audit Department.

(1) Article 10 of the Government order of 3 November 2014 on the internal control of companies in the banking, payment services and investment services

sectors supervised by the ACPR.
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These charters describe the risk management and control
principles providing assurance that each entity responsible for their
application complies with the relevant internal and external
requirements. Risk management and control are a Group
responsibility. The control principles applied by La Banque Postale
are as follows:

» responsibility and accountability of all persons involved,
representing the foundation of an effective management and
control system. All employees must ensure that the tasks they
perform and the transactions they process are executed in
accordance with the applicable procedures and the required
level of quality. They must be in a position to respond to
questions about the management of their activities and the
related risks at any time. This principle relies on close
involvement of managers.

> appropriate balance between controls and the risks to be
managed. Each manager analyses the risks associated with his
or her activities and implements appropriate controls in order
to achieve a reasonable level of assurance that these activities
are properly managed, and that they comply with
La Banque Postale's internal and external standards and
regulations;

» comprehensive coverage of all of La Banque Postale’s activities
by the control system. The procedures apply to all classes of
risk, to all of La Banque Postale's direct employees, as well as all
persons acting in its name and on its behalf, and to all Group
entities. The internal control procedures also extend to services
that have been outsourced.

3.5.7.2.1 Control procedures performed as close
as possible to the activities concerned

La Banque Postale has established a specific system for
transactions carried out within its network. The aim of this system
is to control risks associated with the transactions executed in post
offices, in coordination with La Poste Network.

The Executive Management of La Poste Network is responsible for
designing and managing level 1 controls over the post offices'
banking activities.

Level 2 banking controls are conducted by controllers dedicated to
the core banking businesses. In particular, banking controllers
employed by LaBanque Postale perform level 2 controls on the
banking transactions carried out in the post offices and Business
Centres; these controllers report to La Banque Postale's Regional
Control Managers under the supervision of the Permanent Control
unit of the Group Risk Department.

3.5.7.2.2 Internal control functions

La Banque Postale’s internal control and risk management system
is organised around the risk control, management and monitoring
functions (with procedures performed as close as possible to the
activities concerned). It covers both permanent controls and
periodic controls.

Permanent control units

The Group Risk Department is the key risk management function
and leads the process.
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“The Head of the Group Risk Department (GRD), who reports to
La Banque Postale’s General Secretary, is responsible for the
Group’s risk management function (the risk organisation). The
Head of the Group Risk Department does not perform any other
duties and is independent from the activities that the GRD
controls.”

“The risk organisation consists of central functions within the
Group Risk Department and decentralised functions within the
Group entities or working on behalf of the Group.”

The risk organisation’s role and responsibilities are as follows:
1) Define and lead the risk management framework:
a. Map/identify the Group’s risk exposures

b. Establish a structured and documented risk appetite,
supported by consistent and size-appropriate exposure limits
and a clear procedure for escalating any situations where the
limits have been exceeded

c. Define a clear, shared, activity-specific risk management
system (acceptance, monitoring, management, mitigation)

d. Develop robust risk measurement methodologies and systems
that are proportionate to the Group’s actual risk exposures

e. Establish a governance system with clear delegations of
authority for reporting and decision-making purposes

f. Anticipate new risks (regulatory watch, stress tests, new
product processes, etc.)

g. Produce internal reports to manage and monitor risks on a
consolidated basis

h. Ensure that the system is rolled out consistently in each Group
entity (business lines or subsidiaries)

i. Ensure that risks are adequately covered (level of provisions,
level of required capital, level of liquid assets, etc.)

2) Define and lead the permanent control framework:

a. Coordinate preparation of a consolidated permanent control
plan linked to the risks identified in the risk map

b. Develop robust risk measurement methodologies and systems
that are proportionate to the Group’s actual risk exposures

c. Make available, maintain and adapt the computer applications
needed to perform the controls

d. Lead implementation of the control programme in accordance
with  the principles of permanence, proportionality,
independence and impartiality

e. Ensure that appropriate corrective action is effectively taken to
implement recommendations addressing cases where risk and
compliance procedures or policies have not been adhered to.

f. Coordinate consolidation of level 2 control results and monitor
any corrective action for internal and external reporting
purposes

3) Produce risk reports for external stakeholders:
a. Produce regulatory reports for the banking supervisor

Contribute to the production of information on risks for
inclusion in external reports (URD/Pillar 3, Groupe La Poste,
etc.)
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4) Deploy the necessary human resources (number and skill
sets), as well as financial and IT resources to ensure effective
leadership of the risk management and control framework

The Compliance Department is responsible for managing
compliance risk. In La Banque Postale Group’s Compliance Charter,
“compliance risk” is defined as combining both compliance risk
and conduct risk. The Department’s responsibilities are fulfilled via:

- the development, dissemination and strict application of ethics
rules;

- compliance with AMF rules for investment services;

- management of procedures to combat money laundering and
the financing of terrorism, and determination of procedures,
and management of applications and Tracfin (the French
Ministry of Finance’s financial crime unit) reports;

- assistance in preparing sales materials and new product
documentation;

- operational management of fraud prevention measures,
working jointly with the Operational Risks unit. This involves
identifying and managing fraud risk, disseminating watertight
fraud management procedures, launching awareness-raising
initiatives targeting the people involved in these procedures
and deploying fraud prevention tools.

The Head of Compliance reports to La Banque Postale’s General
Secretary, who is a member of the Executive Board.

The Internal Audit Department is dedicated to periodic
audits

The Internal Audit Department is responsible for periodic audits
as defined in the Government order of 3 November 2014 on the
internal control of companies in the banking, payment services and
investment services sectors supervised by the ACPR. It assesses the
quality of risk management and internal control processes.

The Group Head of Internal Audit reports to the Chairman of
La Banque Postale’s Executive Board.

The Internal Audit Department's main task is to verify, with regard
to all of La Banque Postale Group's businesses, and in accordance
with Article 17 of the above-mentioned Government order:

» the compliance of transactions;
> actual risk exposures;

» adherence to procedures;

v

the effectiveness and suitability of permanent control measures.
To this end, the Internal Audit Department assesses:

> risk management, as well as the legitimacy and compliance of
La Banque Postale's transactions;

» LaBanque Postale's operational efficiency and productivity in
relation to its objectives;

» the systems deployed, to ensure that customer service is of a
high quality and is constantly improved.

The Internal Audit Department is divided into two audit units and a
support unit.

ADDITIONAL INFORMATION

Audit units:

>

The "Banking/Insurance Audit" unit performs audits on
specific topics, cross-functional audits, process audits and
audits of entire entities at all Group companies and across all
businesses.

The "Specialist Audit" unit (Modelled Risks and Information
Systems) performs specialist audits and provides technical
support to the Banking/Insurance Audit unit.

The Support unit, managed by the Audit Quality and Resources
unit, performs the following tasks:

>

vV vV vV v Y

follow-up of the implementation of action plans by the audited
units;

coordination of on-site controls and audits conducted by
external bodies (supervisory authorities, La Poste Group
statutory auditors, etc.);

standards and methods;
quality and associated controls;
datamining;

project and tools management;
development of teams.

3.5.7.2.3 Top-level management structures

dedicated to control procedures

The Supervisory Board has set up the following committees to
assist it in the tasks of establishing guidelines and overseeing the
implementation of monitoring systems, and reviewing internal
control activities and results:

>

an Accounts Committee responsible for:

ensuring that reported information is clear and that accounting
methods are appropriate (by reviewing the draft financial
statements of La Banque Postale and the Group prior to their
presentation to the Supervisory Board, reviewing the choice of
accounting standards and the scope of consolidation, reviewing
the process for preparing financial information);

participating in the statutory auditor selection process, in line
with the La Poste Group’s policy, and verifying their
independence and objectivity (recommendation to the
Supervisory  Board concerning their appointment or
re-appointment and their fee proposal, review and monitoring
of the statutory auditors’ work and findings).

The Accounts Committee is chaired by an independent Supervisory
Board member. It meets as frequently as necessary. Five meetings
were held in 2019, with a 97% attendance rate.

>

a Risk Committee responsible for:

a) assessing the quality of internal control procedures by:

reviewing La Banque Postale’s risk management principles,
reviewing the compliance control system,
reviewing internal control activities and results,

reviewing the reports to be submitted to the ACPR and other
supervisory authorities,

reviewing La Banque Postale's periodic control programme,

reviewing processes to track implementation of the principal
recommendations of banking inspectors and the supervisory
authorities;

La Banque Postale = 2019 Universal Registration Document 81



LA BANQUE POSTALE GROUP BUSINESS ACTIVITY AND RESULTS

ADDITIONAL INFORMATION

b) reviewing LaBanque Postale's Internal Audit Charter, Risk
Organisation Charter and Permanent Control Charter,

c) obtaining assurance that LaBanque Postale's remuneration
policy and practices are compatible with its position.

The Risk Committee also carries out the missions provided for in
the French Monetary and Financial Code and the Government
order of 3 November 2014 on internal control. It prepares proposals
for internal audits of compliance obligations and risk management
for the Supervisory Board. It reports to the Board on these
proposals.

The Risk Committee is chaired by an independent member of the
Supervisory Board. It meets as frequently as necessary. Six
meetings were held in 2019, with a 96% attendance rate.

Executive Board committees, chaired by one of its members,
organise and steer La Banque Postale Group's risk management:
the Group Risk Management Committee (GRMC), the Internal
Control and  Ethics  Coordinating  Committee  (ICECC),
La Banque Postale's  Anti-Money  Laundering and  Terrorist
Financing Committee (AML/TFC) and the Group Anti-Money
Laundering and Terrorist Financing Committee (Group AML/TFC).

» Group Risk Management Committee (GRMC)

Starting with a review of changes in risk measurement indicators
and the findings of risk controls, the Group Risk Management
Committee:

- decides on La Banque Postale Group's Risk Management Policy;

- reviews the most sensitive risk areas (notably, loans on the
watch list, loans to customers in difficulties and loans for which
legal collection procedures have been launched) and monitors
their coverage level (notably, provisions);

- reviews threats to La Banque Postale's balance sheet structure,
results, or management ratios (capital, liquidity, etc.) and
informs the Executive Board;

- provides an update on measures to prevent money laundering
and the financing of terrorism at each of its meetings
(monitoring of anti-money laundering screening, alerts,
politically exposed persons, etc.).

The Group Risk Department is responsible for rolling down the
Committee’s decisions in briefing or procedure memos distributed
to the entities concerned (notably via the risk organisation) and
ensuring that the decisions are implemented.

The Group Risk Management Committee is chaired by the General
Secretary, who is the member of the Executive Board in charge of
internal control. The monthly meetings of the Committee are led by
La Banque Postale's Head of Group Risk.

The Committee is assisted by three technical subcommittees:

» the Standards Validation Committee chaired by
La Banque Postale's Head of Group Risk or his/her
representative, which approves the Group standards signed off
on by a member of the Executive Board;

» the Models Validation Committee chaired by
LaBanque Postale's Head of Group Risk or his/her
representative, which approves the models used to measure
and control risks signed off on by a member of the Executive
Board;

» the Outsourcing Risks Approval Committee (ORAC) chaired
by LaBanque Postale's Head of Group Risk or his/her
representative, which meets as and when required.
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» Internal Control and Ethics Coordinating Committee (ICECC)

The Internal Control and Ethics Coordinating Committee (ICECC)
reviews:

- the permanent control plan's coverage of risk (implementation
rate of the control plans; results and implications of the main
controls);

- theInternal Audit programme's coverage of risk;

- compliance/customer protection reports;

- compliance in project implementation (GDPR, MiFID I, etc.);
- ethicsissues;

- regulatory developments (excluding prudential topics).

The Committee obtains assurance concerning the completeness of
the internal control system's coverage of LaBanque Postale
Group's activities and the adequacy of the system's resources.

With respect to ethics, the Committee reviews the application of
the rules and their compliance with regulatory developments, as
well as the updating of the list of employees in sensitive positions.
It examines major conflicts of interest.

The Committee approves the reference documents (Policy, Charter,
etc.) oninternal control, compliance and ethics.

The Internal Control and Ethics Coordinating Committee is chaired
by the General Secretary, who is the member of the Executive
Board in charge of internal control. Meetings are held at
four-monthly intervals and are led by the Head of Compliance.

» LaBanque Postale AML/TF Committee

The responsibilities of La Banque Postale's Anti-Money Laundering
and Terrorist Financing Committee (AML/TFC) are as follows:

— the periodic review of AML/TF risk maps;

- the regular review of AML/TF procedures in La Banque Postale's
business lines;

- reporting any weaknesses or malfunctions in the AML/TF
procedures;

- review of the results of work carried out jointly by
La Banque Postale and La Poste Network regarding AML/TF;

- review and monitoring of the effectiveness of corrective action
plans implemented to counter any malfunctions.

The Committee meets quarterly. It is chaired by the Chairman of
the Executive Board and meetings are led by the Head of
Compliance.

» Group AML/TF Committee

The Group Anti-Money Laundering and Terrorist Financing
(AML/TF) ~ Committee  extends the  responsibilities  of
La Banque Postale's AML/TFC to the subsidiaries which carry out
commercial activities.

The subsidiaries in  question are: BPE, EasyBourse,
KissKissBankBank, La Banque Postale Assurances IARD,
La Banque Postale  Asset ~ Management,  LaBanque Postale
Assurance Santé, LaBanquePostale Leasing & Factoring,
La Banque Postale Financement, LaBanque Postale Immobilier
Conseil, LaBanque Postale Prévoyance, Ma French Bank and
SOFIAP.

The Group AML/TF Committee ensures that the rules, systems and
risk maps are consistent across the Group.

The Committee meets every six months. It is chaired by the
Chairman of the Executive Board and meetings are led by the Head
of Compliance.
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Employees of the risk organisation’s risk and control
functions at 31 December 2019

Central Local
functions  functions
> Risk organisation 313 568
» Total Risk organisation 881
> Internal Audit Department 101
» Compliance Department 150
TOTAL EMPLOYEES OF THE RISK
AND CONTROL FUNCTIONS 1,132

AT 31 DECEMBER 2019

3.5.7.3

Risk, Compliance and Internal Audit
Departments’ engagements in 2019

Changes in the risk organisation

In 2019, various changes were made to the risk organisation which
defines the Group’s risk management framework, with:

>

deployment of a risk management and control system based on
shared responsibility; the system is organised at two levels
(Group, subsidiaries) and is led by the risk organisation. The
subsidiaries have been assigned their own responsibilities so
that each one forms a line of defence, the risk management and
control system is led by the risk organisation and the Group Risk
Department (GRD) is responsible for the overall coordination of
the risk management system;

risk functions set up for the non-banking subsidiaries
(La Banque Postale Asset Management, Insurance Division) and
the La Poste network;

the risk organisation given authority over the control functions
in La Banque Postale’s subsidiaries;

the elimination/updating of certain committees and creation of
new committees to improve the risk organisation’s governance
(i.e., creation of an Executive Board Commitments Committee
responsible for approving lending commitments in excess of
€100 million and non-standard loan terms, as well as for making
the final decision concerning loans that have been the subject
of a disagreement at the highest level of delegated authority);

the transfer, in early January, of the Credit Control PMO from the
Corporate and Institutional Credit Risk Department (CICRD) to
the Permanent Control Department;

deployment of a new results and risks reporting organisation:
the Financial Risk Department’s Market Risk unit has taken over
these functions from Corporate and Investment Banking. This
organisation has been in place since the end of the second
quarter.

ADDITIONAL INFORMATION

Internal Audit Department

>

55 internal audits were performed in 2019, representing 78% of
the programme:

51 scheduled audits;
15 additional audits;

six audits in which LaBanque Postale’s
Department participated;

Internal  Audit

five audits included in the programme but not carried out
during the year, including three covering loans to customers in
difficulties; and

three audits included in the programme but not carried out by
La Banque Postale’s Internal Audit Department, on issues partly
covered by external audits.

Main areas covered:

compliance, with over 20 audits covering, for the most part,
Know-Your-Customer procedures, anti-money laundering and
terrorist  financing procedures, customer protection and
operational risks;

counterparty risk management, with seven audits covering
consumer loans and home loans (including model risks);

Basel Il, covering contingency plans, ICAAP, stress tests and
provisions for credit losses;

subsidiaries covered were: BPE, LBPAS, LBPLF, LBPF, LBPIC,
LBPAM and Tocqueville, LPB IARD, SOFIAP, eZyness and
EasyBourse;

core regulatory issues (in addition to AML/TF), Outsourced
Essential Services (OES), Contingency plans, ICAAP, vulnerable
customers, Sapin 2 Act, Foreign Account Tax Compliance
(FATC), MIFID II/PRIIPS/Insurance Distribution Directive, GDPR
and Market Abuse;

information system risks, with seven audits specifically on these
risks and many other audits also touching on information
system issues;

model risk, with six audits including a general audit of model
risk at La Banque Postale; and lastly;

CNP Assurances, with two audits at this group in preparation for
working together.

The results of these audits were reported at Risk Committee
meetings held in 2019.

Coverage of the audit environment is also provided by the Inter
Internal Audit Committee (IIAC) for certain Outsourced Essential
Services (OES). This Committee has been set up by eight French
banks®” which have decided to pool their resources for the audit of
shared OESs. Three full audits of OESs?, five follow-up audits® and
three exploratory audits® were carried out at La Banque Postale
under the IIAC’s 2018 audit programme.

In addition, the Internal Audit Department followed up ten external
audits in 2019 whose scope included La Banque Postale Group,
including three by La Poste Group auditors, five by the supervisory
authorities (ECB, ACPR, AMF, SICCFIN, SGFGAS, etc.) and three by
partners (CNP Assurances, Allianz, etc.).

(1) Estimated at 31 December 2019, including employees assigned to the risk organisation on a part-time basis.
(2) BNP Paribas, Société Générale, Crédit Agricole SA, BPCE, CMCIC, La Banque Postale, CDC and HSBC France.
(3) Docapost DPS; IDEMIA for bank card production and personalisation. Société Générale, Crédit Agricole SA, BPCE, CMCIC, La Banque Postale, CDC, HSBC

France.

(4) Stet, Idemia, Ediis, Docapost BPO, Monext/Nextalk, GIE CB, Gemalto, Diebold Nixdorf, [ron Mountain.

(5) Orange Business Services for the WAN network and landline system; Sopra Steria Group for development and maintenance services.
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Throughout the year, the Internal Audit Department monitored
implementation of the action plans prepared in response to the
inspection reports and recommendations issued by the supervisory
authorities following their on-site audits. As of 1 January 2020%,
4,157 action plans had been drawn up, of which 2,793 had been fully
implemented, 645 were in progress and 719 were behind schedule.

Compliance Department (CD)

The Compliance Department reports directly to the Executive
Board and is responsible for:

» managing compliance risk as defined in Article "10p" of the
Government order of 3November2014. The Department
includes:

- the Customer Protection unit (investment service provider
liability, ethics, new products),

- the Financial Transactions Security unit (anti-fraud processes,
anti-money laundering and terrorist financing processes, and
financial sanctions),

- the Leadership and Steering unit (subsidiaries of
La Banque Postale Group and La Poste Network);

The Financial Transactions Security unit manages AML/TF alerts
and dedicated Compliance systems development projects. The
unit is also responsible for managing La Banque Postale's relations
with the French Ministry of Finance's financial crime unit, Tracfin
(AML/TF), and with the Treasury (financial sanctions and
embargoes) at national level.

The Financial Transactions Security unit has dedicated resources to
carry out its work, including 14 regional Tracfin correspondents.

The dedicated, two-level regional AML/TF and financial
sanctions unit

The local system is based on the Sector Heads for the post offices,
the Operational Risk Managers in the Financial Centres and the
Business Centre Heads for the commercial banking organisation.

The Sector Heads are responsible for applying AML/TF rules in the
post offices and for level 1 controls. Level 2 controls are carried out
by the banking controllers. They are responsible for preparing
alerts which feed into the AML/TF unit's applications for combating
money laundering.

» The Operational Risk Managers in the Financial Centres are
responsible for risk management, including money laundering
and terrorist financing risks. These responsibilities include:

- monitoring specific risks related to sensitive customers and the
termination of the business relationship;

- monitoring alerts issued by the Centre's various units;

- raising the awareness of and training the Financial Centre's staff
with the support of the AML/TF units.

> In the commercial banking organisation, the Business Centre
Heads have the same responsibilities as the Sector Heads with
regard to the activities of specialist business centre advisors and
the commercial banking client relationship managers.

AML/TF procedures

Alerts are handled by seven AML/TF units in the Financial Centres
(representing some 60 employees), reporting to the Financial
Transactions Security unit and responsible for analysing all alerts
received from post offices, Business Centres and Financial Centres,
as well as the alerts generated by the dedicated AML/TF software
package.

(1) Numérobis extract dated 1 January 2020.
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Investigation files which have not been closed by the AML/TF units
are sent to the 14 Tracfin correspondents who undertake further
review and submit a report to Tracfin if the suspicion is confirmed.

Breaches of economic sanctions

An anti-terrorism unit is in charge of the entire procedure for
handling first-level alerts stemming from the use of screening tools
to scan financial sanction lists, and is responsible for monitoring
high-risk countries, particularly fiscally non-cooperative countries
and those listed for monitoring by the Financial Action Task Force
(FATF).

Alerts which are not resolved at the first level are escalated to
the dedicated Financial Transactions Security unit.

3.5.7.4  Controls applied to the preparation
and processing of financial

information

The preparation and processing of financial and accounting
information is the responsibility of the Finance Department, which
is made up of the Accounting, Management Control, Tax and
Balance Sheet Management units, as well as the Public Affairs and
Institutional and Financial Communications unit.

Accounting function

La Banque Postale’s  Accounting unit is responsible for the
preparation and processing of accounting information. The unit’s
key tasks are to produce and publish high quality accounting
information, supported by LaBanque Postale’s accounting
organisation and using accounting project management resources.
The Accounting unit describes and deploys the organisational and
IT processes and structures used to produce the financial
statements.

In addition to the Accounting unit, La Banque Postale’s accounting
organisation includes the banking back-office teams, who report to
the Heads of the Financial Centres, or, in some cases, to business
line management. La Banque Postale’s Accounting unit provides
these teams with the instructions and control programmes
necessary to ensure the consistency and quality of the information
produced. The accounting organisation also includes a centre
specialising in processing the accounting information of
La Banque Postale’s general resources units, as well as the
Corporate and Investment Banking Division’s accounting team,
which is responsible for recording financial market transactions in
the accounts.

The Accounting unit coordinates the transaction evidencing and
review programmes implemented by LaBanque Postale’s
operations accounting units in the Financial Centres, the National
Centres and the Corporate and Investment Banking Division, and in
the general resources accounting units. These review and control
programmes are revised based on the risk analysis carried out
periodically when the financial statements are prepared and
reviewed by the central financial statement review teams.
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The Accounting unit supplements this level 1 work by a set of
level 2 controls, consisting of recurrent cross-functional controls
designed to provide assurance concerning the quality and
completeness of the level 1 work carried out in the operating
entities. The control process, which is formally described in
accounting review manuals, is also based on the transaction
evidencing procedures and formal evidencing of accounts closing
procedures provided for in the work programmes. The level 2 work
is done by a dedicated accounts review team.

Level 2 reviews of the accounts are organised around the main
activities: deposit and savings account management/lending
activities/financial transactions/general resources/consolidation.
The activities are broken down into review cycles that each result in
the drafting of a monthly executive summary and detailed
summaries during the review phase, presenting the significant
events in the cycle, the results of the work and an analytical review
of the activity.

The reviewers’ work schedules are periodically updated, in order to:

» adapt to changes in the activities and the regulatory
environment;

» include project-related changes;

» take into account newly identified risk factors, or conversely,
risks that no longer apply;

» optimise control process efficiency as part of the drive to reduce
accounts closing lead-times.

For the Retail Banking accounts, the reviews are performed by the
Financial Centres which report the results to the Accounting unit;
these reviews are backed up by review cycles performed on a
sample of complete files. In this way, all the centres and cycles are
tested several times a year. The work is also incorporated into an
accounting quality trend chart, which gives a monthly overview of
the test results and the quality of the level 1 system.

These recurrent checks are backed up by “pre-final” reviews, which
begin one to two months before the closing date for the half-year
and annual financial statements, and allow for a trial run by the
contributors (centres, corporate departments). These procedures
help to ensure that reporting deadlines will be met and that the
procedures are reliable; they also provide interim information on
the financial statements to the statutory auditors before they begin
their work.

Regarding the scope of financial transactions, the Accounting unit
is tightening the coordination process for the parties involved
(Corporate and Investment Banking Division and Risk Department).
The aim of this system, which consists of monitoring meetings and
formal feedback channels, is to:

» provide the expected schedules for the control deliverables in
advance;

ADDITIONAL INFORMATION

» report comments by the auditors (Internal Audit, statutory
auditors);

» define action plans allowing points for improvement to be
implemented.

The entire accounts closing process is supplemented by meetings
with the statutory auditors to review significant events and discuss
accounting options before they are implemented (impact of
applying new standards, accounting treatment of new products,
changes in the scope of consolidation).

The Accounting unit also co-ordinates the consolidation of the
companies that make up LaBanque Postale Group by issuing
consolidation instructions.

The process for producing the consolidated financial statements
includes:

» the consolidation instructions sent to all subsidiaries in the
scope of consolidation;

> meetings to present recent developments concerning the
Group, and the Group’s standards and processes, allowing for
discussion within the subsidiaries’ Accounting organisations;

> level 2 controls organised according to a control programme
and control summaries, to permit a risk-based approach and
coordinate the application of standards at the Group level;

» reconciliations between the management accounts and the
financial statements;

» analytical reviews presented by the subsidiaries to the Group’s
Finance Department in the presence of the statutory auditors of
the subsidiary and the Group.

The subsidiaries have their own structure that enables them to
perform level 1 and 2 accounting controls within their organisation.

The Accounting unit is also in charge of producing regulatory
reports (except for the prudential ratios produced by the Group
Risk Department) for the French banking supervisor (ACPR) or the
European supervisor.

Lastly, the Accounting unit has a dedicated function responsible for
defining accounting standards applicable to the Group (IFRS) and
LaBanque Postale (French GAAP). This function writes the
standards manual, interprets new standards and ensures their
application in the Group’s financial statements. It helps define
accounting principles applicable to new business activities or
products and responds to questions from the business lines and
the accounting function concerning the implementation and
application of standards. Regular memos are distributed to the
various players within La Banque Postale to inform the business
lines about possible changes or to remind them of the applicable
principles and methods.
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Management control function

Management control, supporting La Banque Postale’s
development and helping to improve its profitability

The Management Control unit is responsible for producing
management information and it contributes to the preparation of
financial information. Using economic and financial analyses,
Management Control takes part in defining La Banque Postale’s
strategy, monitors the implementation of that strategy, identifies
the areas of progress and proposes solutions. It also creates
steering conditions which facilitate the management of the
business and decision-making by operating unit and business line
managers. The goal is to contribute to improving
La Banque Postale’s performance.

Operational management control is performed at the level of the
business lines and placed under their responsibility. The business
lines constitute a management reporting level (subsidiary or
department) and are responsible for deploying the resources
needed to produce this information to the required level of quality
and standards.

The main tasks of the central Management Control unit, reporting
to the Group Finance Department, are to:

» produce management reports and executive summaries on the
business and its profitability for Management and the
Shareholder;

» prepare and consolidate budgets and business plans;

> prepare budget execution
comparisons;

reports and budget-to-actual

» update short-term earnings forecasts or scenario analyses;

> act as a business partner for all of La Banque Postale’s business
lines and corporate departments;

» monitor the subsidiaries and investments

administratively and financially;

Group

> participate in the stress tests and report to the supervisor on the
profitability indicators;

> participate in the rating agencies’ reviews.
Management Control is also responsible for:

» analysing the performance of the Group, its business lines and
its entities;

» monitoring the performance of the units and the half-year
performance review by management during meetings of the
relevant committees;

» instilling a value-based management culture throughout the
network;
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» managing the product pricing system based on contributions
from the business lines;

» creating and developing a management system suited to the
environment and situation of La Banque Postale;

» qualifying the information used in commercial performance
reports on credit volumes and margins;

» preparing cost accounts and monitoring the resources used in
operating the business;

» reviewing the return on supply projects and investments.

Financial communication function

All financial communications are prepared by the Public Affairs and
Institutional and Financial Communications unit, the Head of
which reports to La Banque Postale’s General Secretary.

Its tasks consist of:

» coordinating and preparing the information published in
financial press releases, earnings releases and presentations
given to institutional investors, credit analysts and rating
agencies, taking care to ensure that the messages are
consistent;

» coordinating and preparing the regulated financial information
submitted for approval to the AMF (Universal Registration
Document and half-year update);

» monitoring regulatory developments and changes in local
banking industry practices, with other Group functions;

» organising and coordinating relations with the rating agencies;

» together with other group functions, liaising with credit
investors and the regulators (AMF in France and European
Central Bank in Europe);

» ensuring that financial information is provided on
La Banque Postale’s website at www.labanquepostale.com.

It bases its work on:

» regulatory texts concerning financial information publication
requirements (European Banking Authority regulations, AMF
regulations, etc.);

» the “Financial Communications Framework and Practices”
guide prepared by Observatoire de la communication financiere
under the aegis of the AMF;

> best banking industry practices observed and adopted by
La Banque Postale.
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3.5.8 Information about business locations and activities at 31 December 2019

Article L. 511-45 of the French Monetary and Financial Code requires that credit institutions publish information for the financial year ended
31 December 2019 concerning the business locations and activities included in their scope of consolidation, in each State or territory.

Locations by county at 31 December 2019

France Insurance

Retail Banking CNP Assurances Group

La Banque Postale La Banque Postale Prévoyance

SCI CRSF DOM La Banque Postale Conseil en Assurances
SCI CRSF Métropole Sopassure

SCl Tertiaire Saint Romain La Banque Postale Assurances IARD
SF2 La Banque Postale Assurance Santé
La Banque Postale Financement Asset management

La Banque Postale Leasing & Factoring La Banque Postale Asset Management
EasyBourse Tocqueville Finance Holding

FCT Elise 2012 Tocqueville Finance SA

BPE AEW

La Banque Postale Collectivités Locales

La Bangue Postale Home Loan SFH Principality of Monaco

SOFIAP Retail Banking

Ma French Bank La Banque Postale: Post Office

Netherlands™
LBP Dutch Mortgage Portfolio 1 BV
LBP Dutch Mortgage Portfolio 2 BV

Data presented by country at 31 December 2019
Consolidated contribution, by State or Territory

Amount of income tax

for which the business Public grants
(in € thousands) NBI and revenue™ FTE employees® Profit before tax® locations are liable received®
France 5,644,210 4,932 1,056,908 (291,437) -
Principality of Monaco 2,899 1,751 (543) -
GROUP TOTAL 5,647,109 4,932 1,058,659 (291,980) -

(1) The amount of net banking income and revenue corresponds to the contribution of the business locations in France and the Post Office in the Principality
of Monaco to La Banque Postale’s consolidated financial statements.

(2)  Full-time-equivalent employees include all employees with a local employment contract as well as employees who have been physically seconded.

) This is the profit for the period before corporate income tax and other taxes.

) These are public grants actually paid and excluding tax credits.

w

(

~

(1) In2017 and 2018, La Banque Postale acquired two home loan portfolios in the Netherlands, as part of the strategy to diversify the French home loan
portfolio.
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3.6 POST BALANCE SHEET EVENTS

La Banque Postale Group has not identified any events after the balance sheet date which are likely to have a material impact on its
financial statements for the year ended 31 December 2019 or on its financial performance.

3.7 2020 OUTLOOK

In a difficult and uncertain environment shaped by very low interest LaBanque Postale’s sales momentum, combined with its
rates, LaBanque Postale intends to leverage its integrated and operational efficiency and cost containment programmes, will help
diversified business model to drive revenue growth. to drive growth in attributable net profit and ROE, while keeping

In 2020, LaBanque Postale will continue to grow all of jts  1Skmanagementatthe top of the agenda.

businesses:

> Retail Banking, through a strategy designed to win new personal
banking, wealth management and business customers;

» Insurance, with the operational implementation of the
integration of CNP Assurances;

> Asset Management, through an increased focus on
conviction-based management and the creation of a joint
venture combining the expertise of LBPAM and the BPCE Group
to manage insurance assets.

3.8 INFORMATION ON THE STATUTORY AUDITORS

Statutory auditors of La Banque Postale First appointed Current appointment expires

PricewaterhouseCoopers Audit SAS

(member of Compagnie régionale des commissaires aux comptes de Versailles) General Shareholders’ Meeting

63, rue de Villiers to be called in 2022 to approve
92200 Neuilly-sur-Seine the financial statements for the
Represented by Jacques Lévi as from the 2016 financial year financial year ending
Alternate auditor: Jean-Baptiste Deschryver 28 April 2004 31 December 2021
KPMG S.A.

(member of Compagnie régionale des commissaires aux comptes de Versailles)

Tour Egho

2, avenue Gambetta General Shareholders’ Meeting
CS60055 ) to be called in 2022 to approve
92066 Paris La Défense the financial statements for the
Represented by Marie-Christine Jolys as from the 2015 financial year financial year ending
Alternate auditor: KPMG S.A. 27 May 2010 31 December 2021
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Furthermore, as regards the audit of the previous financial statements:

2018 financial year
PricewaterhouseCoopers Audit SAS

63,

rue de Villiers

92200 Neuilly-sur-Seine
Represented by Jacques Lévi
KPMG S.A.

2,a

venue Gambetta

CS60055
92066 Paris - La Défense
Represented by Marie-Christine Jolys

2017 financial year

PricewaterhouseCoopers Audit SAS
63, rue de Villiers

92200 Neuilly-sur-Seine

Represented by Jacques Lévi

KPMG S.A.

2, avenue Gambetta

CS60055

92066 Paris - La Défense
Represented by Marie-Christine Jolys

Non-Audit Services provided by the statutory auditors

The Non-Audit Services provided by the statutory auditors to
La Banque Postale and its controlled entities were as follows in
2019:

>

3.9

PricewaterhouseCoopers Audit SAS

Comfort letter regarding the updating of the Base Prospectus
for  LaBanque Postale SA's  debt issuance  programme
(March 2019) and three comfort letters concerning the issues
carried out in April 2019, July 2019 and November 2019

Comfort letter regarding the updating of the Base Prospectus
for LaBanque Postale Home Loan SFH’s debt issuance
programme

>

KPMG S.A.

Comfort letter regarding the updating of the Base Prospectus
for LaBanquePostale SA’s  debt issuance programme
(March 2019) and three comfort letters concerning the issues
carried out in April 2019, July 2019 and November 2019

Report by an independent third-party on
La Banque Postale SA’s Extra-Financial Performance
Declaration

Limited review of the SFCR reports of the Insurance Division’s
entities

Insurance training

Comfort letter regarding the updating of the Base Prospectus
for LaBanque Postale Home Loan SFH’s debt issuance
programme

Green bond certification for La Banque Postale SA.

ALTERNATIVE PERFORMANCE INDICATORS -

ARTICLE 223-1 OF THE AMF GENERAL REGULATION

API Definition/calculation method
Net Banking Income restated for increases or decreases in provisions for
NBI excluding the home savings plan effect commitments related to home loan savings accounts and plans (PEL and CEL)

Op

Cost of risk (in basis points)
Cost-income ratio

Sum of general operating expenses, net depreciation and amortisation, and

erating expenses

impairment of property, plant and equipment and intangible assets

Average cost of commercial banking credit risk for the quarter divided by

outstanding loans at the beginning of each quarter
Operating expenses divided by Net Banking Income adjusted for doubtful interest

La Banque Postale = 2019 Universal Registration Document 89




LA BANQUE POSTALE GROUP BUSINESS ACTIVITY AND RESULTS

90 LaBanque Postale 2019 Universal Registration Document www.labanquepostale.com



BANQUE POSTALE GROUP -
PILLAR Il INFORMATION

4.1 RISKFACTORS 92
4.2 CAPITAL MANAGEMENT AND CAPITAL ADEQUACY 100
4.3 GOVERNANCE AND RISK MANAGEMENT SYSTEM 116
4.4 CREDIT AND COUNTERPARTY RISK 124
4.5 FINANCIAL RISKS 146
4.6 OPERATIONAL RISKS 164
4.7 INSURANCE AND CONGLOMERATE RISKS 168
4.8 OTHERRISKS 173
4.9 REMUNERATION POLICY 177
4.10 PILLARIII CORRELATION TABLE 177
4.11 DECLARATION ON ITEMS WITH RESPECT TO PILLAR I 178

La Banque Postale = 2019 Universal Registration Document 91



BANQUE POSTALE GROUP - PILLAR Ill INFORMATION

RISK FACTORS

4.1 RISKFACTORS

The objective of this chapter is to present the main risks to which
LaBanque Postale is exposed in the context of its business
activities and to provide information on its risk management and
capital. Its purpose is to meet:

» the reporting obligations of Regulation (EU) no.575/2013 on
prudential requirements for credit institutions and investment
firms (CRR);

» EBA guidelines on disclosure requirements under Part Eight of
the CRR (EBA//GL/2016/11) to improve and enhance the
comparability of credit institution disclosures under the third
pillar of the Basel Committee agreement on market discipline;

4.1.1 Keyfigures

>

Commission  Delegated Regulation (EU) 2017/2295 of
4 September 2017 with regard to the disclosure of encumbered
and unencumbered assets applicable since January 2018;

Directive 2013/36/EU on access to the activity of credit
institutions and the prudential supervision of credit institutions
and investment firms (CRD 4).

Regulation (EU) 2017/1129 of the European Parliament and of
the Council of 14 June 2017 on the prospectus to be published
when securities are offered to the public or for their admission
to trading on a regulated market (Prospectus 3);

ESMA guidelines on the new format for risk factors which issuers
must disclose in Prospectus 3 (ESMA31-62-800).

4.1.1.1 Equity

Capital (in € million) 12.2019 12.2018
Common Equity Tier 1 (CET1) 9,400 8,155
Tier 1 (T1) 10,150 8,955
Total Capital 12,441 11,320
Risk-weighted assets (in € millions) - -
Total RWA 76,867 69,889
Solvency ratios (%) -
CET1 ratio (%) 12.2% 11.7%
T1 ratio (%) 13.2% 12.8%
Total Capital ratio (%) 16.2% 16.2%
Additional buffers - -
Capital conservation buffer (%) 2.500% 1.875%
Specific countercyclical buffer'” (%) 0.2421% 0%
Buffer for other systemically important institutions (%) 0.2500% 0.1875%
Leverage ratio - -
Exposure to the leverage ratio 259,105 263,001
Leverage ratio (%) 3.9% 3.4%
Liquidity ratio -
Total HQLA 30,720 24,555
Total net outflows 20,106 16,902
LCR ratio (%) 153% 145%

(1) Of which a 0.25% countercyclical buffer requirement for relevant exposures originating in France by decision of the Financial Stability Council (Haut Conseil
de Stabilité Financiere - HCSF) of 8 October 2018. Other countercyclical buffer rates must be considered in respect of the exposures originating in other
OECD countries, leading to the calculation of a specific requirement rate for La Banque Postale. On 3 April 2019, the HCSF decided to raise the rate from

0.25% to 0.50% from 2 April 2020.
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4.1.2  Principal structural risk factors
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Weighted assets by type of risk at 31 December 2019

La Banque Postale is a credit institution and the parent company of
a group operating in the bank, insurance and investment services
sectors and, notably, in portfolio management for third parties.

The risks presented in the “Risk factors” section have been
identified as being significant and specific to La Banque Postale
and of a nature, should they materialise, to have a significant
negative impact on its business activity, its financial position and its
access to various sources of financing.

The risks have been classified in four categories which list the most
significant risks on a net basis within each:

> risks related to the macroeconomic environment;

» risks related to the legal and regulatory framework;

» risks related to La Banque Postale’s operations;

> risks related to the strategy implemented by La Banque Postale.
This section complies with the new provisions of Article 16 of

Regulation “Prospectus 3” 2017/1129 of 14 June 2017 applicable to
risk factors as of 21 July 2019.

4.1.2.1 Risksrelated to the macro-economic

environment

1. An ongoing low-interest environment could
impact the profitability and the financial
position of La Banque Postale Group

Due to the risk of a lasting slowdown in economic growth and a
slower adjustment of inflation than anticipated in the eurozone,
the European Central Bank has abandoned its plans for a
normalisation, with no set time frame. In December 2019, it kept its
interest rates at a very low level. These rates will remain at their
current levels until the central bank notes a lasting return of
inflation within the target of its mandate, i.e. just below 2%.

During this type of low interest-rate period, spreads could have a
negative impact on the LaBanque Postale’s net interest margin
level.

In this environment, regulated savings accounts (Livret A, Livret de
développement durable et solidaire - LDDS, Livret d’épargne
Populaire - LEP) would provide remuneration rates above market
rates. However, LaBanque Postale, the long-term distributor of
these products (with outstandings of €82.7 billion at 31 December
2019), and notably of the Livret A (€61.5 billion in outstandings as at
31 December 2019), would see its ability to decrease the cost of its
customers’ deposits reduced.

In addition, an environment in which interest rates remain low for
an extended period of time could result in an increase in early
repayments and the refinancing of mortgages and/or of other
fixed-rate loans granted to private customers such as
La Banque Postale companies. Given that home loan outstandings
totalled €63.8 billion at 31 December 2019 on credit outstandings
of €106 billion, these items have the potential to significantly
impact the revenue and profitability of La Banque Postale.

2. Unfavourable economic and financial
conditions have had an impact on
La Banque Postale Group and the markets in
which it operates in the past and could again
in the future

La Banque Postale only operates in France but it is, nevertheless
exposed to trends in the financial markets and, generally, to the
evolution of the economic situation in France, Europe and the rest
of the world.

A deterioration in the economic and financial environment in
France would have an impact on:
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» the business plan, leading to lower credit production;

» the deterioration of borrower solvency, including both natural
persons and legal entities.

The impacts would be all the more significant given that a
substantial segment of La Banque Postale’s customers are already
financially vulnerable as defined by regulations (1.6 million people
fit this definition out of the 3.4 million people detected by the
0IB"(1)in 2018) and could see their financial resources impacted by
a deterioration of the macroeconomic environment.

In addition, a significant deterioration in macroeconomic
conditions could increase the number of people excluded from
traditional banking, which is the banking accessibility public
service mission provided exclusively by La Banque Postale.

Should the economic environment in France, or elsewhere in
Europe and the rest of the world deteriorate, La Banque Postale
Group’s operations could be impacted and its business activity,
results and financial position could suffer a significant negative
impact.

3. The global health crisis (coronavirus) and its
impact on the economy and markets could
have an impact on La Banque Postale’s
results and financial position.

At the time this document is being written, the coronavirus
outbreak is still in its first stages of development. However, the
initial expected or observed macroeconomic impacts are the
following, a decline in global growth, a policy of lowering rates of
the central banks (e.g. the Fed’s rate cut at the beginning of March)
and a decline in the financial markets. Each of these impacts
constitutes a risk factor, the stakes of which for both the results and
solvency metrics (CET1 ratio) are also described in detail. However,
thanks to the transaction with CNP Assurances, effective from 4
March 2020, La Banque Postale will be in a significantly stronger
solvency position to face this crisis.

Beyond the issues of the macroeconomic environment and
financial markets environment, the information on the coronavirus
shows that it has a greater impact on the elderly populations. The
latter make up an important share of La Banque Postale’s client
base. However, exposures to financing for this population are
limited, with the elderly being rather equipped with savings
products and postal chequeing accounts. Consequently, if the
outbreak were to spread in France, with the currently known
mortality statistics, the direct impact on the credit risk of La
Banque Postale’s private individuals client base should be limited.

Lastly, in order to ensure the business continuity of its activities in
the event of a spread of the virus, La Banque Postale has taken a
certain number of measures, among which health measures and
business continuity measures, notably the physical separation of
teams carrying out a vital activity for La Banque Postale, the
opening of back-up locations or teleworking.

4, Several political and geopolitical
uncertainties could have negative impacts
on the business activity, profitability and
financial position of La Banque Postale

In France, the “Yellow vests” (Gilets jaunes) movement, which
started at the end of 2018, and the social protests at the end of
2019 have impacted economic activity in several sectors. Should
this environment be ongoing or take an negative turn,
La Banque Postale could encounter difficulties paying company,
merchant and artisan customers.

(1) OIB: Observatoire de l'inclusion bancaire (Observatory of Banking Inclusion).
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In addition, in 2018, LaBanquePostale, like other credit
institutions, committed to capping bank incident fees. This could
have had a significant impact on the La Banque Postale’s results,
particularly on its Net Banking Income, which increased by 1.4%,
coming in at €5,647 million at 31 December 2019, while it would
have been 2.6% if the measure had not been implemented.

Moreover, other factors, such as the difficulty of the British
government and the European Union to come to a trade
agreement following Brexit, the intensification of trade wars,
notably between the United States and China, etc., are sources of
uncertainty which may have an impact on business activity and,
therefore, on the demand for credit and the solvency of borrowers
in Europe and, notably on customer companies of
La Banque Postale.

4.1.2.2 Risksrelated to the legal and

regulatory framework

5. La Banque Postale is subject to a resolution
standards framework which could impact
its business activity, results and financial
position

Directive 2014/59/EU of 15 May 2014 establishing a framework for
the recovery and resolution of credit institutions and investment
firms (BRRD) was transposed into French law by Order
no.2015-1024 of 20 August 2015.

In addition, the Single Resolution Mechanism (SRM), the second
pillar of the Banking Union was defined in 2014 in Regulation
no. 806/2014 which establishes uniform rules and procedures for
the resolution of credit institutions and of certain investment firms
within the framework of a single resolution mechanism and a single
resolution fund. The SRM organises the sharing of competences
between the Single Resolution Board (SRB) and the national
resolution authorities (the ACPR in France).

This European bank crisis resolution framework introduced a bank
crisis prevention and resolution system which provided the SRB
with significant powers to take all measures required for the
resolution of a credit institution.

The Single Resolution Board can, if it considers that an institution is
failing or likely to fail, initiate a resolution procedure in order to
ensure the continuity of the institution’s critical functions, avoid
significant negative effects on financial stability, protect
government resources and the funds and assets of customers. The
resolution tools consist of the separation of assets, the creation of a
bridge institution, the sale of the business and the “bail-in”, an
internal debt cancellation mechanism.

The internal debt cancellation process, which requires AT1 capital
securities holders, Tier2 capital securities holders and debt
securities holders to bear the losses in the priority order of the debt.
Its implementation can lead to the total or partial impairment of
the debt securities or their conversion to capital securities. This
involves a risk of capital loss for the holders of the securities.

The implementation of the other resolution measures could also
impact the value of the instruments issued by La Banque Postale
and subscribed by investors. At 31 December 2019, the amount of
additional Tier 1 (AT1) capital was €750 million following the issue
on 7 November 2019 of a 7-year callable perpetual bond. The
amount of Tier2 capital with maturity of over one year was
€2,250 million, that of non-preferred senior debt with maturity of
over one year was a nominal €2,000 million, that of senior preferred
debt with maturity of over one year was €1,491 million.
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6. The legislative measures provided for by
the banking package passed by the
European Parliament in April 2019 could
have an impact on La Banque Postale’s
business activity, results and financial
position

This standards package consists of two regulations and two
directives (CRRII, CRDV, BRRD Il, SRMR ) which are intended to
ensure the conformity of prudential banking requirements with the
prudential standards of the Basel Committee on Banking
Supervision (BCBS) and the Financial Stability Board (FSB).

With respect to CRR Il, the main measures involve the leverage ratio
(which notably provides, for the calculation of the ratio, a waiver by
type, and no longer by authorisation, of the exposures related to
centralised savings), major risks, the requirement for stable funding
(Net Stable Funding Ratio - NSFR) and the minimum requirement
in terms of total loss-absorbing capacity (TLAC). Most of the
measures will be applicable on 28 June 2021.

These laws are part of the European Commission’s project to
implement the Banking Union and the Capital Markets Union and
they meet the goal of international bodies to reduce risks in the
banking sector.

» The application of the leverage ratio as a Pillarl
requirement: this ratio, which is covered in Regulation no.5
75/2013, is part of the current CRR. It is intended to limit any
excessive bank indebtedness during economic recovery
periods. It therefore becomes compulsory, like the solvency
ratio, with a minimum requirement of 3% of Tier 1 capital.

It compares Tier 1 capital to an exposure (the denominator)
composed of balance sheet items and off-balance sheet items
without any weighting for risk.

However, these changes have a limited impact on
La Banque Postale which manages its leverage ratio well. In
addition, the calculation method for the latter will change in a
way favourable to LaBanque Postale in 2021 as it will be
allowed to exclude 100% of centralised savings at that time.

> The application of the stable funding ratio as a requirement
of Pillar I: the NSFR (Net Stable Funding Ratio) is a long-term
liquidity ratio which LaBanque Postale must calculate and
meet at a minimum level of 100%.

The NSFR corresponds to the amount of stable financing
available (commitments and reliable capital at one vyear)
compared to the stable funding requirement (off-balance sheet
assets and exposures - liquidity and residual maturity at one
year). In order to monitor long-term liquidity, La Banque Postale
has implemented a management system which enables it to
offset its exposures with stable sources of financing (see Section
45.1.3 Liquidity risk of the present Universal Registration
Document).
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» The introduction in CRRII of new credit and counterparty
risk measurement methods: this is the replacement of the
current credit and counterparty risk measurement method for
exposure in the event of default (CEM or Current Exposure
Method: valuation method at market price) with a new
standardised calculation method for the value exposed to
derivative instrument risk (SA-CCR: standardised approach to
counterparty credit risk). LaBanque Postale will apply
the SA-CCR method with its related impacts.

» The review of the major risks calculations: the requirements
for major risks for systemically important financial institutions
(SIFI) have been strengthened. As a domestic systemically
important institution (Sll), La Banque Postale will use Tier1
instead of eligible capital as the basis for its limit calculations.

The current regulatory framework and the entry into effect of the
reforms described above can impact the level of capital, the cost of
financing of the La Banque Postale and/or certain activities and, by
extension the way in which the bank organises its business lines.
The potentially most significant impacts for La Banque Postale are
related to the implementation of the new standardised calculation
method of the value exposed to derivative instrument risk (SA-CCR)
and to market risk. Given the nature of La Banque Postale’s market
positions to date, the latter will need to be changed. As at
31 December 2019, market RWA accounted for less than 1.4% of the
Group’s total RWA, je. €1,042million for a total RWA of
€76,867 million. A doubling of the capital charge as a result of
regulatory changes would have a limited impact of about 16 CET1
ratio basis points.

7. The legal risks to which La Banque Postale is
exposed could have an unfavourable impact
on its financial position, its results and its
reputation

La Banque Postale has been involved in legal, arbitration and
administrative procedures in the past and could be again in the
future. The majority of the procedures have been related to the
ongoing business of La Banque Postale and its subsidiaries. This
jurisdictional risk is enhanced by the complexity of the applicable
laws and regulations, the constantly increasing intensity of the
controls implemented by the competent authorities and the
resulting increase in the amounts of fines and sanctions applicable.
In addition, private disputes against financial institutions have
increased substantially over the past years (the risk has increased
for LaBanque Postale Group as a result of the extent of its
distribution network). When their outcome goes against
La Banque Postale, the procedures can result in the payment of
significant damages, fines, and penalties which can negatively
impact the bank’s business activities, its financial position and its
operating profit.
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When preparing its financial statements, LaBanque Postale
estimates the financial consequences of the current legal,
arbitration and administrative procedures it is involved in. It creates
a provision when losses related to the procedures appear to be
likely and can be reasonably estimated. The nature of litigation and
procedures makes it difficult to predict their outcome and the
amounts involved. If the estimates are wrong or if the provisions
created by LaBanque Postale are insufficient to cover the risks
related to the procedures, they could have a significant negative
impact on the financial position and results of La Banque Postale.

In this respect, it should be noted that, on 21 December 2018, the
ACPR Sanctions Committee issued a reprimand against
La Banque Postale along with a fine of €50 million following a
report on its anti-money laundering and combating the financing of
terrorism system (AML-CFT). The report found that the control
system was deficient with respect to national mandates issued by
non-customers of the bank. This activity was terminated as of
31 December 2017. This decision was confirmed by the Council of
State.

La Banque Postale could again be involved in this type of
procedure and there is no guarantee that a negative decision in
one or more disputes or one or more investigations won’t have a
significant negative impact on LaBanque Postale’s operating
profits, regardless of the financial year in question.

As at 31 December 2019, the amount of the provision for legal risk
was €23.4 million for La Banque Postale SA.

For more information see chapter 4.8.1 “Legal and fiscal risks” of
the present Document.

4.1.2.3 LaBanque Postale’s operations risks

La Banque Postale is exposed to different types of risks: customer
insolvency risks, financial risks (market volatility, refinancing risk,
liquidity risk), operational risks and non-compliance risks.

8. As a credit institution, La Banque Postale is
exposed to credit and counterparty risk

With NBI of €5,241 million on the Retail Banking business in 2019,
i.e. 93% of the Group’s NBI for the period, credit risk is one of the
major risks for La Banque Postale.

Credit risk is the risk that a counterparty will not meet their
commitments, notably their repayment commitments to
La Banque Postale. The decree of 3 November 2014 defines credit
risk by reference to Paragraph (39) of point 1 of Article4 of
Regulation (EU) no.575/2013 (CRR). Counterparty risk is the risk
that the co-contractor to a transaction will default before the final
settlement of cash flows. It is generated by all of the derivative
products held in LaBanque Postale’s banking and trading
portfolios and by securities loan and borrowing transactions. The
counterparty can be, among others, a bank, a financial institution,
an industrial or commercial enterprise, a government or a public
authority.

96 La Banque Postale 2019 Universal Registration Document

As a credit institution, La Banque Postale is exposed to the risk of
insolvency of its customers and of its counterparties.
La Banque Postale could suffer losses if a counterparty were unable
to meet its obligations. This could expose the bank to a
replacement cost for its market transactions (derivatives) or
securities  transactions  (loan/borrowing, repo/reverse repo,
placement or investment).

Although La Banque Postale actively works to reduce its exposure
to credit and counterparty risk by using credit risk mitigation
techniques (or CRM), they could be insufficient given the losses
incurred. However, La Banque Postale’s cost of risk has been low
for all of its business lines for several financial years (€178 million in
2019).

Strong, uncontrolled growth of the credit portfolio could resultin a
deterioration of the quality of La Banque Postale’s portfolios. This
deterioration could impact the quality of the loan portfolios and
impact its profitability and its financial results.

La Banque Postale’s risk level is currently very low given the height
of the economic cycle and the level of interest rates which have
considerably improved customer solvency. Nevertheless, any quick
deterioration of economic conditions could have a significant
impact on the occurrence of this risk and on the financial position
of La Banque Postale. As at 31 December 2019, La Banque Postale
was exposed to credit risk in the amount of €85 billion for retail
customers, €55billion for governments (sovereign category),
€27 billion  for banks, primarily through short-term and
collateralised transactions, €24 billion for the local public sector (in
particular local authorities and hospitals) and €26.5 billion for
companies.

9. The volatility of financial markets could
have a negative impact on
La Banque Postale’s investment activities

Market risk is the risk that financial instruments held in portfolio
may lose value as a result of an adverse change in market
conditions. The volatility of financial markets could have a negative
impact on La Banque Postale’s market activities, notably the debt
markets (premium applicable to bond issues). It could impact the
valuation of assets revalued at fair value and have a direct impact
on the results, equity and solvency ratio of La Banque Postale.

La Banque Postale uses a VaR (Value at Risk) model to quantify its
potential exposure.

Paragraph 4.5.2.9 - Change in the main risk indicators for the
trading room and threshold monitoring on the Fair Value through
Profit or Loss scope in 2019 of the present Registration Document
presents the change in the VaR for La Banque Postale in 2019.

As at 31 December 2019, the risk-weighted assets (RWA) related to
market risk reached €1billion, ie. 14% of total RWA.
La Banque Postale’s market risk, calculated using the standardised
method, is therefore low. In addition, the size of
La Banque Postale’s investment portfolio or trading book (primarily
bond management) was a nominal €7.5billion at 31 December
20109.
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10. LaBanque Postale is exposed to liquidity
risk. A future inability of La Banque Postale
to access its sources of financing, for
reasons beyond its control, could have a
negative impact on its financial position

Liquidity risk is defined by the decree of 3 November 2014 as the
risk that a company cannot meet its commitments or cannot
unwind or cover a position either because of the market situation
(systemic risk) or idiosyncratic factors (own risks), within a specific
period or at a reasonable cost.

La Banque Postale’s unfunded and non-collateralised financing
consists of deposits collected, long-term debt issues and short- and
medium-term negotiable debt securities. In addition to these
sources of funding, La Banque Postal also issues via
La Banque Postale Home Loan SFH and has secured financing,
notably via the signature of repo agreements. In 2019,
La Banque Postale Home Loan SFH issues totalled €4,170 million. If
La Banque Postale were unable to access the secured and/or
unsecured debt market at acceptable conditions or if it
experienced an unforeseen cash or collateral outflow, including a
significant drop in customer deposits, its liquidity could be
negatively impacted.

La Banque Postale had a credit/deposit ratio of 90% at
end-December 2019. The need to turn to the interbank market is,
therefore, limited for La Banque Postale.

As as 31 December 2019, La Banque Postale’s LCR was 152.8%, its
leverage ratio was 3.9% (calculated excluding 50% of regulated
savings, in accordance with regulations) and its NSFR was above
100%.

11. LaBanque Postale must maintain high
credit ratings to ensure that it doesn’t
compromise its refinancing costs,
its results or its financial position

Credit ratings have a significant impact on LaBanque Postale’s
refinancing costs.

The ratings of Fitch and Standard and Poor’s (the two rating
agencies that currently assess La Banque Postale) are based on a
detailed  analysis of several ~major components  of
La Banque Postale (governance, strategy, quality and diversity of
the business model, composition of results, balance sheet

structure and risk management policy).

Any deterioration of these components would increase the cost of
refinancing, limit La Banque Postale’s access to capital markets
and reduce its ability to be involved with certain types of
transactions or categories of customers. This risk appears to be
limited, however, in the short and medium terms for
La Banque Postale, whose A rating with a positive outlook was
confirmed by Standard and Poor’s on 18 December 2019. On
10 October 2019, the rating agency FitchRatings had confirmed its
A- rating for Banque Postale with a stable outlook.

BANQUE POSTALE GROUP - PILLAR IIl INFORMATION
RISK FACTORS

12. LaBanque Postale’s insurance business
risks

As a parent company and head of a conglomerate,
La Banque Postale is exposed to insurance business risks in France.
La Banque Postale’s Insurance business accounted for 4.4% of the
Group’s NBI at 31 December 2019.

Life insurance: a deterioration in the market situation and, notably,
an excessive change in interest rates (upward or downward) could
have a significant impact on La Banque Postale’s life insurance
business and on its results. A strong increase in rates could make
life insurance products invested in funds in euros less attractive
than other savings options and facilitate significant arbitrage by
customers. On the other hand, a brutal decrease in interest rates
could limit La Banque Postale’s ability to provide its customers
with an attractive return.

As at 30June 2019, the share of contracts in euros in
La Banque Postale’s average life insurance outstandings reached
87.7%.

Non-life insurance: the main risk to which the Group’s non-life
insurance subsidiaries are exposed is underwriting risk, defined as
the risk the insurer takes by providing insurance policies to natural
persons and legal entities. An increase in the number of claims
and/or a mismatch between the claims anticipated by the
insurance subsidiary and the amounts actually paid out to the
insured could have a negative impact on the results of the Group
whose materiality would be contained given the weight of non-life
insurance in the Group’s results. In 2019, the momentum of
La Banque Postale’s non-life insurance business continued to be
positive, with, notably, a 4.2% increase in property and casualty
insurance policies (over 1,792,000 policies) and 4.4% growth in
health insurance policies (over 200,000 policies).

13. Anoperational failure could result in losses
and damage La Banque Postale’s reputation

In accordance with the CRR regulation and the decree of
3 November 2014 on, notably, the internal control of banks, the
definition of operational risk adopted by LaBanque Postale
encompasses the “risk of losses resulting from the unsuitability or
failure of internal procedures, personnel or systems, or from
external events. Operational risk notably includes risks linked to
events having a low probability of occurrence but a high impact,
risks of internal and external fraud, legal risks, risks of
non-compliance (including damage to reputation), and risks linked
to the models, but excludes strategic risks®.

In a context of increasing numbers of electronic transactions,
growing interconnection between massively digitised systems
which provide new areas for attack, the risk of cybercrime has also
been identified and is an important point of focus for the bank.

Any interruption or failure of LaBanque Postale’s information
systems could result in significant losses of customer information
and, therefore, create a reputational risk for La Banque Postale
leading to financial losses.

Poor management of outsourcing could result in a concentration
risk and loss of control over the business activities in question. The
use of unsuitable methods to market and sell products and services
could also damage LaBanquePostale’s reputation and its
competitiveness.
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As at 31 December 2019, weighted assets for operational risks were
contained and only amounted to €9.5billion, ie. 12.5% of
La Banque Postale’s total RWA.

La Banque Postale is particularly exposed to risks related to the
security and reliability of its information systems.

La Banque Postale Group’s business activities are closely linked to
the operation of its information systems and those of third parties.
Any breakdown, interruption or failure in the security of these
systems could result in breakdowns or interruptions of the
customer file management, general accounting, deposits, loan
servicing and/or processing systems. La Banque Postale would
then be unable to satisfactorily meet its legal and regulatory
obligations or its customers’ needs despite the use of backup
systems and the emergency plans deployed.

In addition, La Banque Postale is exposed to cyber risks, defined as
the risk resulting from a malicious and/or fraudulent act,
committed virtually for the purpose of manipulating information,
processes and users for the purpose of causing significant
prejudice to LaBanque Postale companies, employees, partners
and customers. This risk has become a major preoccupation of
La Banque Postale Group’s governance bodies. Given that the
techniques used to carry out internal and external fraud are
constantly changing and multifaceted, LaBanque Postale
continuously implements and strengthens its risk management
system, in particular with respect to prevention, protection,
supervision and assurance.

The occurrence of these risks could have a significant negative
impact on the image of LaBanque Postale with its customers,
service providers and partners and on its business activities, results
and financial position. It could also increase the potential for
litigation.

14. Risks related to a failure in governance
or of the overall internal control system
could have a negative impact on the bank’s
business activities, results and financial
position

La Banque Postale has a governance framework which enables it to
ensure compliance with its external obligations and its internal
framework. Based on a risk management system consisting of three
lines of defence (operational business lines, the Group Risk
Department and Compliance Department, and the Internal Audit
Department) and constituting the overall internal control
framework, it must ensure that outsourced activities are included
in the system, in accordance with the applicable regulations (the
above-mentioned decree of 3 November 2014 and the European
Banking Authority’s February 2019 guidelines on outsourcing). The
supervisor could increase the minimum CET1 capital holding
requirement based on the four pillars of the annual SREP exercise
(business model, governance and risk management, capital risk
(ICAAP) and liquidity and financing risk (ILAAP)) whose requirement
level has increased.

La Banque Postale submits a recovery and resolution plan to the
ECB every year, in accordance with regulations. It describes the
recovery measures to restore the solvency of the bank to the
minimum  level required, if necessary. In  addition,
La Banque Postale ensures that it is always compliant with
regulatory solvency limits (taking into account the additional
requirements related to buffers for systemic risk) and short-term
liquidity (LCR) limits. It closely tracks changes in its LCR (152.8% as
at 31 December 2019), its leverage ratio (3.9% as at 31 December
2019, ratio calculated excluding 50% of centralised savings) and its
NSFR (above 100% as at 31 December 2019).
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15. LaBanque Postale’s business activity
exposes it to non-compliance risk

La Banque Postale is exposed to non-compliance risk, defined by
the above-cited decree of 3 November 2014 as “the risk of legal,
regulatory or reputational sanctions due to failure to comply with
provisions relating to banking and financial activities, regardless of
whether these provisions are legal or regulatory, directly applicable
national or European provisions, professional or ethical standards
or instructions from company managers given in accordance with
the guidelines of the supervisory bodies”.

La Banque Postale must ensure compliance with the rules
intended to protect its customers and with the procedures it
implements for this purpose, the compliance of investment
services, the implementation of the system in terms of the fight
against money laundering and the financing of terrorism (AML-CFT)
and compliance with ethics.

Non-compliance with these rules could increase the legal risk and
also damage its reputation, thereby resulting in a negative impact
on the profitability and the business outlook of the Group.

For more information, see Section “7. Legal risks to which
La Banque Postale is exposed which could have a negative impact
on its financial position, its results and its reputation” presented
previously in this document.

4.1.2.4 LaBanque Postale’s business risks
16. Risksrelated to the implementation
of La Banque Postale’s strategy,
in particular with respect to the challenges
of digitalisation

La Banque Postale’s strategy is entirely consistent with its parent
company’s strategic plan: “La Poste 2020, Conquering the Future”.
It defines the directions for commercial development and
cooperation between Group branches.

To meet its challenges, LaBanque Postale has implemented
far-reaching programmes based on a major investment and
transformation plan, built on the deployment of the “Excellence
2020” operational effectiveness programme and a new banking IT
foundation.

The success of this strategic plan depends on an number of
assumptions and initiatives (the scope of which can vary
significantly). The non-realisation of these assumptions as well as
any unexpected changes impacting the environment could have an
negative impact on the Group’s business activities, its results and
its financial position as well as on La Banque Postale’s ability to
achieve the objectives set in the strategic plan.

The digital strategy developed by La Banque Postale is intended
strengthen its retail customer positioning, including with its
high-wealth clientéle, and solidify its positioning with professionals,
companies and institutional players. In addition, aware of the
challenges of the digital transformation of the banking sector,
La Banque Postale launched Ma French Bank in July2019. The
bank is 100% online and intended to meet the new expectations
and habits of customers and prospects.

La Banque Postale’s digital transformation assumes approaches
and initiatives which may not occur or meet the objectives set.
These elements could have a negative impact on
La Banque Postale’s commercial activity and, therefore, on its
financial position.
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17. Risks related to the integration of new
business activities and/or entities in
La Banque Postale Group (notably in light
of the inclusion of CNP Assurances within
the consolidation scope)

All external growth operations carry the risk of poor execution of
strategic decisions related to the inclusion of new business
activities and/or entities in the internal control system.

For significant and strategic operations, the risk is managed by the
implementation of a dedicated post-acquisition integration project
led by the Executive Board, in cooperation with the general
management of CNP Assurances, ensuring the sharing of
orientations and the strategic alignment of all operating entities.
This type of post-acquisition integration project is preceded by an
intense  preparation and  anticipation  phase  within
La Banque Postale in order to ensure optimal deployment and
maximum effectiveness as soon as the operation is finalised.

The implementation of the public financial unit was carried out in
two concomitant steps:

BANQUE POSTALE GROUP - PILLAR IIl INFORMATION
RISK FACTORS

> in the first step, via the transfer of both Caisse des dép6ts and
the French State’s respective stakes of 1.1% and 40.9% in the
capital of CNP Assurances to La Poste, and then by the latter to
La Banque Postale;

» in the second step, via the acquisition by the Caisse des dépots
from the State of a complementary holding in La Poste’s capital
in the amount of nearly €1 billion.

They were implemented based on the value of La Poste’s equity
prior to the contribution of €7 billion. On completion of the
transaction, La Poste is majority held by the Caisse des dépots
(66%) and by the French government (34%). La Banque Postale will
become the main shareholder of CNP Assurances (62.1%), whose
multi-partner model will be reconfirmed by the project.

The operation has been effective since March 4 2020, following the
required regulatory authorisations from the competent authorities.

Given the size and organisational complexity of CNP Assurances’
business, the risk of integrating its activities in La Banque Postale is
material, despite the above-mentioned risk management system.

La Banque Postale = 2019 Universal Registration Document 99

f




BANQUE POSTALE GROUP - PILLAR Ill INFORMATION

CAPITAL MANAGEMENT AND CAPITAL ADEQUACY

4.2

4.2.1  Fields of application

CAPITAL MANAGEMENT AND CAPITAL ADEQUACY

Defined by CRR Regulation 575/2013, the field of application of the
prudential scope pertaining to equity requirements is different
from the field of application of the accounting consolidation scope
whose composition is subject to the application of IFRS standards.

In accordance with regulations, the scope defined for the exercise
of supervision on a consolidated basis of the capital ratios consists
of consolidation of insurance entities using the equity method,
consolidated within the prudential scope and using the
full-consolidation method within the accounting scope.
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Asset and risk disposal transactions must be assessed in light of the
type of resulting risk transfer. Therefore, securitisation vehicles are
excluded from the prudential scope, in line with the regulations, to
the extent that the securitisation transaction in question is deemed
effective, i.e. it provided a significant transfer of risk. This situation
does not impact La Banque Postale as it has never securitised its
exposure as is meant in prudential regulations.
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Description of the differences between the scopes of consolidation (entity by entity) (EU LI3)

Regulatory consolidation method

Accounting consolidation Proportional Entity
Entity name method Full consolidation consolidation  Equity consolidation Deducted description
LBP SA Full consolidation LBPSA - Retail
Banking
SCI CRSF DOM Full consolidation SCI CRSF DOM - - - Retail
Banking
SCI CRSF METROPOLE Full consolidation SCI CRSF METROPOLE - Retail
Banking
SCITERTIAIRE SAINT  Full consolidation SCITERTIAIRE SAINT - - - Retail
ROMAIN ROMAIN Banking
SF2 Full consolidation SF2 - Retail
Banking
LA BANQUE POSTALE  Full consolidation LA BANQUE POSTALE - - - Retail
FINANCEMENT FINANCEMENT Banking
LA BANQUE POSTALE  Full consolidation LA BANQUE POSTALE - Retail
LEASING & FACTORING LEASING & FACTORING Banking
EASYBOURSE Full consolidation EASYBOURSE - - - Retail
Banking
FCT ELISE 2012 Full consolidation FCT ELISE 2012 Retail
Banking
BPE Full consolidation BPE - - - Retail
Banking
LA BANQUE POSTALE  Full consolidation LA BANQUE POSTALE - Retail
COLLECTIVITES COLLECTIVITES Banking
LOCALES LOCALES
LA BANQUE POSTALE  Full consolidation LA BANQUE POSTALE - Retail
HOME LOAN SFH HOME LOAN SFH Banking
SOFIAP Full consolidation SOFIAP - - - Retail
Banking
LBP DUTCH Full consolidation LBP DUTCH MORTGAGE - Retail
MORTGAGE PORTFOLIO 1 B.V Banking
PORTFOLIO 1B.V
LBP DUTCH Full consolidation LBP DUTCH MORTGAGE - Retail
MORTGAGE PORTFOLIO 2 B.V Banking
PORTFOLIO 2 B.V
GROUPE CNP Equity consolidation - - GROUPE CNP - Insurance
ASSURANCES ASSURANCES
LA BANQUE POSTALE  Full consolidation - - LA BANQUE Insurance
PREVOYANCE POSTALE
PREVOYANCE
LA BANQUE POSTALE  Full consolidation LA BANQUE POSTALE - Insurance
CONSEIL EN CONSEIL EN
ASSURANCES ASSURANCES
SOPASSURE Proportional - SOPASSURE Insurance
consolidation
LA BANQUE POSTALE  Full consolidation - - LA BANQUE - Insurance
ASSURANCES IARD POSTALE
ASSURANCES IARD
LA BANQUE POSTALE  Full consolidation - - LA BANQUE - Insurance
ASSURANCE SANTE POSTALE
ASSURANCE SANTE
AEW Europe Equity consolidation - - AEW Europe - Asset
management
LA BANQUE POSTALE  Full consolidation LA BANQUE POSTALE - Asset
ASSET MANAGEMENT ASSET MANAGEMENT management
TOCQUEVILLE Full consolidation TOCQUEVILLE FINANCE - - - Asset
FINANCE HOLDING HOLDING management
TOCQUEVILLE Full consolidation TOCQUEVILLE - Asset
FINANCE SA FINANCE SA management

La Banque Postale | 2019 Universal Registration Document 101




BANQUE POSTALE GROUP - PILLAR Ill INFORMATION
CAPITAL MANAGEMENT AND CAPITAL ADEQUACY

Differences between the accounting and regulatory scopes of consolidation and allocation of financial statement items
to regulatory risk categories (EU LI1)

Book value of the items

Not subject to
Book values as capital
declared in the Book values requirements
published within the scope Subject  orsubject to
financial  of regulatory Subjectto  Subject to Subjectto to market capital
(in € millions) statements  consolidation credit risk the RCC securitisation risk deductions
ASSETS
Cash, central banks 3,342 3,342 3,342 - - - -
Financial assets held for trading 11,019 10,621 1,825 754 - 8,050 -
Hedging derivatives 1,693 1,693 0 1,693 - - -
Available-for-sale financial assets 15,683 13,450 13,456 - - - -
Loans and receivables due from credit
institutions 88,946 88,943 86,606 1,464 - - -
Loans and receivables due from
customers 101,911 101,922 100,511 2,441 - - -
Revaluation differences on rate hedged
portfolios 280 280 280 - - - -
Financial assets held to maturity 30,848 30,848 30,793 - 9 - -
Current tax assets 178 176 176 - - - -
Deferred tax assets 237 237 233 - - - -
Accruals and other assets 3,804 2,939 2,939 - - - -
Other insurance assets and reassurer
share of underwriting provisions - - - - - - -
Investment property - - - - - - -
Investments in associated companies - - - - - - -
Investments in associated companies 3,504 4,129 4,098 - - - 30
Property, plant and equipment 795 783 630 - - - -
Intangible fixed assets 792 667 - - - - 667
Goodwill 160 160 - - - - 160
Total assets 263,192 260,190 244,888 6,353 9 8,050 858
LIABILITIES

Central banks - - - - . _ B
Financial liabilities at fair value through

profit or loss 1,439 1,439 - - - - -
Hedging derivatives 754 754 - - - - -
Liabilities due to credit institutions 24,404 24,404 - - - - -
Liabilities to customers 191,379 191,402 - - - - -
Debt securities 22,088 22,088 - - - - -
Revaluation differences on rate hedged

portfolios 997 997 - - - - -
Current tax liabilities 37 21 - - - - -
Deferred tax liabilities 127 57 - - - - -
Accruals and other liabilities 4,997 4,662 - - - - -

Non-current liabilities held for sale - - - - B , _
Underwriting provisions of insurance

companies 2,549 - - - - - -
Shadow - - - - - - -
Provisions 372 370 - - - - -
Subordinated debt 3,126 3,126 - - - - -
Minority interests in equity 121 69 - - - - -
Equity, Group share 10,801 10,801 - - - - -
Total liabilities 263,192 260,190 - - - - -
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Loans and receivables due from credit institutions include
exposures with respect to the savings centralised with the Caisse
des dépots et consignations (CDC) for €67.2 billion as well as the
liquidity reserves held at the ECB (€21 billion).

4.2.2

BANQUE POSTALE GROUP - PILLAR IIl INFORMATION
CAPITAL MANAGEMENT AND CAPITAL ADEQUACY

There are no major differences between the book amounts and
the regulatory exposures. Publication of the following tables is
thus not necessary:

» EU LI2: main sources of differences between regulatory
exposure amounts and carrying values in financial statements;

» EU LI3: description of the differences between the scopes of
consolidation (entity by entity)

Composition of prudential equity capital

La Banque Postale’s Common Equity Tier 1
(CET1) capital includes:

Group share book equity (capital, issue premiums, reserves and
annual profits) less the proposed dividend (45% of Group share of
netincome) and regulatory adjustments that apply:

» deductions of goodwill and intangible assets (net of related tax
liabilities);

» prudential filters (fair value reserves related to gains or losses on
cash flow hedges, Additional Valuation Adjustment, etc.).

Reconciliation of accounting equity and regulatory capital

(in € thousands)

Additional T1 equity includes the perpetual
bond callable after 7 years issued in
November 2019, and no longer includes
the AT1 bond issued in 2013 to La Poste,
converted in May 2019.

Tier 2 capital includes:

The subordinated securities issued in November 2010 (prudentially
recognised in part only), April 2014, November 2015, and in June
and October 2016 and January 2017.

31.12.2019 31.12.2018

Phased-in Basel llI Phased-in Basel I11

Shareholders’ equity and retained earnings, Group share (prudential)
Dividend plan

Deduction of goodwill and other intangible fixed assets

Transitory and other adjustments applicable to CET1 equity capital
Common Equity Tier 1 (CET1)

Eligible AT1 capital instruments

Additional T1 equity

T1 equity

Capital instruments and subordinated loans

Other reintegrations

T2 equity

Overall equity capital

10,962,583 9,548,746
(351,200 (326,528)
(918,088) (810,942)
(293,546) (256,505)

9,399,749 8,154,771

750,000 800,000
750,000 800,000
10,149,749 8,954,771
2,291,256 2,364,740

- 0
2,291,256 2,364,740
12,441,005 11,319,511

The increase in Common Equity Tier1 (CETI1) in 2019 was due
primarily to the conversion of all additional Tierl capital
instruments into Common Equity Tier 1 (CET1), the inclusion of the

full-year results - net of the planned dividends - and the increase in
unrealised capital gains generated by the financial markets.
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Detailed analysis of the composition of regulatory capital

2019 2018
Temporary Temporary
(in € thousands) Phased-in provisions  Phased-in provisions
COMMON EQUITY TIER 1 (CET1): INSTRUMENTS AND RESERVES
Capital instruments and related share premium accounts 4,863,127 - 4,083,127 -
of which ordinary shares 4.863,127 - 4,063,127 -
Retained earnings 1,229,943 - 1,437,823 -
Accumulated other comprehensive income (and other reserves) 4,089,062 - 3,321,887 -
Funds for general banking risk - - - -
Amount of qualifying items referred to in Article 484 (3), and the related share
premium accounts subject to phase out from CET1 - - - -
Minority interests (amount allowed in consolidated CET1) - - - -
Independently reviewed interim profits net of any foreseeable change or dividend 429,251 - 399,381 -
Common Equity Tier 1 (CET1) capital before regulatory adjustments 10,611,383 - 9,222,218 -
TIER 1 CAPITAL (CET1): REGULATORY ADJUSTMENTS = = = =
Additional Value adjustments (184,875) - (165,390) -
Intangible assets (net of related tax liability) (907,778) - (806,050) -
Empty setin the EU - - - -
Deferred tax assets that rely on future profitability excluding those arising from
temporary differences (10,310) - (4,892) -
Fair value reserves related to gains or losses on cash flow hedges (36,044) - (36,015) -
Negative amounts resulting from the calculation of expected loss amounts - - - -
Any increase in equity that results from securitised assets - - - -
Gains or losses on liabilities valued at fair value resulting from changes in own credit
standing - - - -
Defined benefit pension fund assets - - - -
Direct and indirect holdings by an institution of own CET1 instruments - - - -
Direct, indirect and synthetic holdings of the CET1 instruments of financial sector
entities where those entities have reciprocal cross holdings with the institution
designed to inflate artificially the own funds of the institution - - - -
Direct, indirect and synthetic holdings by the institution of the CET1 instruments of
financial sector entities where the institution does not have a significant investment
in those entities (amount above 10% threshold and net of eligible short positions) - - - -
Direct, indirect and synthetic holdings by the institution of the CET1 instruments of
financial sector entities where the institution has a significant investment in those
entities (amount above 10% threshold and net of eligible short positions) = = - -
Empty setin the EU - - - -
Exposure amount of the following items which qualify for a RW of 1,250%, where the
institution opts for the deduction alternative - - - -
of which qualifying holdings outside the financial sector - = - -
of which securitisation positions = = - -
of which free deliveries - - - -
Deferred tax assets arising from temporary differences (amount above 10%
threshold, net of related tax liability where the conditions in Article 38 (3) are met) - - - -
Amount exceeding the 15% threshold - - - -
of which direct and indirect holdings by the institution of the CET1 instruments of
financial sector entities where the institution has a significant investment in
those entities - - - -
of which deferred tax assets arising from temporary differences - - - -
Losses for the current financial year - - - -
Foreseeable tax charges relating to CET1 items - - - -
Regulatory adjustments applied to Common Equity Tier 1 capital with regard to
amounts subject to a pre-CCR treatment - = - -
Regulatory adjustments related to unrealised gains and losses pursuant to
Articles 467 and 468 (72,628) . (55,100) -

104 LaBanque Postale 2019 Universal Registration Document www.labanquepostale.com



BANQUE POSTALE GROUP - PILLAR IIl INFORMATION
CAPITAL MANAGEMENT AND CAPITAL ADEQUACY

2019 2018

Temporary Temporary

(in € thousands) Phased-in provisions  Phased-in provisions
Total regulatory adjustments to Common Equity Tier 1 (CET1) (1,211,635) - (1,067,447) -
Common Equity Tier 1 (CET1) 9,399,749 - 8,154,771 -
ADDITIONAL TIER 1 (AT1) CAPITAL - - - -
Capital instruments and related share premium accounts 750,000 - 800,000 -
of which classified as equity under applicable accounting standards = = - -

of which classified as liability under applicable accounting standards 750,000 - 800,000 -

Amount of qualifying items referred to in Article 484 (3), and the related share
premium accounts subject to phase out from AT1 - - - -

Qualifying Tier 1 capital included in consolidated AT1 capital (including minority
interest notincluded in row 5) issued by subsidiaries and held by third parties - - - -

of which instruments issued by subsidiaries subject to phase out = -
Additional Tier 1 (AT1) capital before regulatory adjustments 750,000 - 800,000 -
ADDITIONAL TIER 1 (AT1) CAPITAL: REGULATORY ADJUSTMENTS - - - =
Direct and indirect holdings by an institution of own AT1 instruments - - - -

Holdings of the AT1 instruments of financial sector entities where those entities have
cross holdings with the institution designed to inflate artificially the own funds of the
institution = - - ,

Direct and indirect holdings of AT1 financial industry sector entities in which

the institution does not have a significant investment (amount exceeding the 10%

threshold, net of eligible short positions) - - - -
Direct and indirect holdings of AT1 financial industry sector entities in which

the institution does not have a significant investment (amount exceeding the 10%

threshold, net of eligible short positions) - - - -
Residual amounts deducted from Additional Tier 1 Capital with regards to the

deduction of Tier 2 capital during the transition period in accordance with

Article 475 of EU Regulation N° 575/2013 - - - -
Qualifying T2 deductions that exceed the T2 capital of the institution - - - -

Total regulatory adjustments to Additional Tier 1 (AT1) capital - - - -

Additional Tier 1 (AT1) capital 750,000 - 800,000 -
Tier 1 capital (CET1 +AT1) 10,149,749 - 8,954,771 -
TIER 2 CAPITAL (T2): INSTRUMENTS AND RESERVES - - - -
Capital instruments and related share premium accounts 2,291,256 41,256 2,364,740 114,740

Amount of qualifying items referred to in Article 484 (5), and the related share
premium accounts subject to phase out from T2 - - - -

Qualifying own funds instruments included in consolidated T2 capital (including
minority interests and AT1 instruments not included in rows 5 or 34) issued by
subsidiaries or held by third parties - - - -

of which instruments issued by subsidiaries subject to phase out - - - -
Credit risk adjustments - - - -
Tier 2 (T2) capital before regulatory adjustments 2,291,256 41,256 2,364,740 114,740
TIER 2 (T2) CAPITAL: REGULATORY ADJUSTMENTS - - - -

Direct and indirect holdings by an institution of own T2 instruments and
subordinated loans . - , B

Holdings of the T2 instruments and subordinated loans of financial sector entities
where those entities have reciprocal cross holdings with the institution designed to
inflate artificially the own funds of the institution = = - -

Direct, indirect and synthetic holdings by the institution of T2 instruments and

subordinate loans of financial sector entities where the institution does not have a

significant investment (amount exceeding the 10% threshold, net of eligible short

positions) - - - -

Direct, indirect and synthetic holdings by the institution of T2 instruments and

subordinated loans of financial sector entities where the institution has a significant

investment in those entities (amount above 10% threshold and net of eligible short

positions) - - - -
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2019 2018
Temporary Temporary

(in € thousands) Phased-in provisions  Phased-in provisions
Total regulatory adjustments to Tier 2 (T2) capital - - - -
Tier 2 (T2) capital 2,291,256 41,256 2,364,740 114,740
Total capital (T1+T2) 12,441,005 41,256 11,319,511 114,740
Total risk-weighted assets 76,866,865 - 69,889,450 -
Capital ratios and buffers
Common Equity Tier 1 (as a percentage of total risk exposure amount) 12.2% 11.7%
Tier 1 capital (as a percentage of total risk exposure amount) 13.2% 12.8%
Total capital (as a percentage of total risk exposure amount) 16.2% 16.2%
Institution-specific buffer requirement (CET1 requirement in accordance with
Article 92 (1) point a, plus capital conservation and countercyclical buffer
requirements, plus systemic risk buffer, plus systemically important institution
buffer, expressed as a percentage of the amount of risk exposure) 7.492% 6.5625%

of which capital conservation buffer requirement 2.50% 1.875%

of which countercyclical buffer requirement 0.242%

of which systemic risk buffer requirement

of which Global Systemically Important Institution (G-SlI) or Other Systemically

Important Institution (O-SlI) buffer 0.25% 0.1875%
Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure
amount) 7.7% 7.2%
Non relevantin EU regulation 0 0
Non relevantin EU regulation 0 0

Non relevantin EU regulation - -
Amounts below the thresholds for deduction (before risk weighting) - - - -

Direct and indirect holdings of the capital of financial sector entities where the
institution does not have a significant investment in those entities (amount below
10% threshold and net of eligible short positions) 541,426 - 424,705 -

Direct and indirect holdings by the institution of the CET1 of financial sector entities
where the institution does not have a significant investment in those entities
(amount below 10% threshold and net of eligible short positions) 128,114 - 116,925 -

Empty setin the EU - , - ,

Deferred tax assets arising from temporary differences (amount below 10%
threshold, net of related tax liability where the conditions in Article 38 (3) are met) 200,902 - 229,688 -

Applicable caps on the inclusion of provisions in Tier 2 - -

Credit risk adjustments included in T2 in respect of exposures subject to
standardised approach (prior to application of the cap) - - . -

Cap oninclusion of credit risk adjustments in T2 under standardised approach 63,134,239 - 59,217,521 -

Credit risk adjustments included in T2 in respect of exposures subject to the internal
ratings-based approach (prior to application of the cap) = -

Cap for inclusion of credit risk adjustments in T2 under the internal-ratings based
approach - - - -

Capital instruments subject to phase-out arrangements (only applicable between
1 January 2013 and 1 January 2022) 5 - - B,

Current cap on CET1 instruments subject to phase-out arrangements = = - -

Amount excluded from CET1 due to cap (excess over cap after redemptions and
maturities) - = - -

Current cap on AT1 instruments subject to phase-out arrangements = = - -

Amount excluded from AT1 due to cap (excess over cap after redemptions and
maturities) - - R -

Current cap on T2 instruments subject to phase-out arrangements - = - -

Amount excluded from T2 due to cap (excess over cap after redemptions and
maturities) - - - -
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Issuer La Banque Postale

ISIN FR0010969410 FR0011855865 FR0013054913

Law governing the instrument French law French law French law

REGULATORY TREATMENT

Transitory CRR regulations T2 equity with T2 equity T2 equity
grandfathering

CRR rules after transition Not eligible T2 equity T2 equity

Level Consolidated Consolidated Consolidated

Type of instruments Tier2 Tier2 Tier2

Amount recognised in regulatory equity (in € thousands)
Nominal instrument value (in%)

Issue price (in%)

Redemption price (in%)

Accounting category

Date of initial issue
Term
Initial maturity

Buyback option subject to the prior approval of the supervisory authority

Optional date for exercising the option

Subsequent dates

COUPONS/DIVIDENDS

Dividend/coupon

Coupon rate

Existence of a mechanism to suspend dividend/coupon payments
Full discretion, partial discretion or mandatory (in terms of schedule)
Full discretion, partial discretion or mandatory (in terms of amount)
Existence of a step-up mechanism or another buyback incentive
Cumulative or non cumulative

Convertible or non-convertible

If convertible, conversion trigger

If fully or partially convertible

If convertible, conversion rate
If convertible, conversion mandatory or optional

If convertible, type of instrument converted to

If convertible, issuer of the instrument converted to
Characteristics in terms of capital reduction
Existence of non-compliant characteristics

subordinated

securities (Art. 484)

750,000
100
99.310
100

Liabilities at
amortised cost

30.11.2010
fixed-term
30.11.2020
Yes

Option in the case

of fiscal event

Fixed
4.375%

no
Mandatory
Mandatory
no

no

yes

Maturity or
regulatory
disqualification

Always fully
converted

At par

Optional at the
choice of the
issuer

Other
Holder
no

no

subordinated

securities (Art. 63)

750,000
100
99.705
100

Liabilities at
amortised cost

23.04.2014
fixed-term
23.04.2026
No

Fixed
2.75%

no
Mandatory
Mandatory
no

no

no

no

subordinated

securities (Art. 63)

750,000

100

99,623

100
Liabilities at

amortised cost

19.11.2015
fixed-term
19.11.2027
No

Fixed
2.75%

no
Mandatory
Mandatory
no

no

no

no
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Issuer La Banque Postale

ISIN FR0013181898 FR0013207354 FR0013181898 FR0013461795
Law governing the instrument French law French law French law French law
REGULATORY TREATMENT

Transitory CRR regulations T2 equity T2 equity T2 equity Additional Tier 1
CRR rules after transition T2 equity T2 equity T2 equity Additional Tier 1

Level
Type of instruments

Amount recognised in regulatory equity
(in € thousands)

Nominal instrument value (in%)
Issue price (in%)

Redemption price (in%)
Accounting category

Date of initial issue
Term
Initial maturity

Buyback option subject to the prior approval of the
supervisory authority

Optional date for exercising the option
Subsequent dates
COUPONS/DIVIDENDS
Dividend/coupon

Coupon rate

Existence of a mechanism to suspend
dividend/coupon payments

Full discretion, partial discretion or mandatory (in
terms of schedule)

Full discretion, partial discretion or mandatory (in
terms of amount)

Existence of a step-up mechanism or another
buyback incentive

Cumulative or non cumulative

Convertible or non-convertible

If convertible, conversion trigger

If fully or partially convertible

If convertible, conversion rate

If convertible, conversion mandatory or optional

If convertible, type of instrument converted to

If convertible, issuer of the instrument converted to
Characteristics in terms of capital reduction
Existence of non-compliant characteristics

Consolidated

Tier 2 subordinated
securities (Art. 63)

500,000

100
99.97
100

Liabilities at
amortised cost

09.06.2016
fixed-term
09.06.2028
No

Fixed
3.00%
no

Mandatory
Mandatory
no

no
no

no

Consolidated

Tier 2 subordinated
securities (Art. 63)

100,000

100
99.593
100

Liabilities at
amortised cost

05.10.2016
fixed-term
05.10.2028
No

Fixed
2.25%
no

Mandatory
Mandatory
no

no
no

no

Consolidated

Tier 2 subordinated
securities (Art. 63)

150,000

100
101.510
100

Liabilities at
amortised cost

16.01.2017
fixed-term
09.06.2028
No

Fixed
3.00%
no

Mandatory
Mandatory
no

no
no

no

Consolidated

Tier 1 super
subordinated
securities (Art. 52)

750,000

100
100.000

Equity instruments
issued:

20.11.2019
indefinite term
no maturity date
No

Fixed
3.875%
yes

Mandatory
Full discretion
No

No
no

no
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4.2.3  Summary of risk-weighted assets

Current methodology used to calculate capital The general approach is employed, with use of the regulatory
requirements settings to apply risk reduction techniques.

' ' 4 _ RWA increased by 10% to 31 December 2019, or €7 billion for
The standardised approach is used to quantify the capital growth in exposure of €22.1billion (+8.3%). This strong

requirements under Pillar I for: increase in RWA can be explained by the rise in credit RWA
> credit risk; linked to LaBanquePostale’s growth in the Corporate
segment.

» market risk;
> Credit risk-weighted assets (including exposures in respect of
counterparty risk) increased by €6.9 billion (+11.6%).

> Market risk-weighted assets were down by €0.89 billion (-7.9%).

» operational risks.

Overview of risk-weighted assets (RWA) (EU OV1)

Minimum capital

RWA requirements

(in € millions) 12.2019 12.2018 12.2019

Credit risk (excluding CCR) 64,453 57,555 5,156
of which standardised approach 64,453 57,555 5,156
of which internal ratings-based approach (RBA) - -
of which advanced internal rating-based approach (AIRB) - -
of which equities using the NI approach as part of the simple weighting
method or the internal models approach (IMA) - -

RCC 1,866 1,849 149
of which using the market price method 1,672 1,662 134
of which the initial exposure method - -
of which the standardised approach - -
of which the internal models method (IMM) - -
of which amount of exposure to the risk for contributions to the default fund
of a central counterparty 7 3 1
of which CVA (credit valuation adjustment) 187 185 15

Settlement risk - - -

Bank portfolio securitisation exposures (after cap) 2 2 0
of which the NI approach - -
of which the NI Supervisory Formula Method (SFM) 1 - 0
of which internal ratings-based approach (IRB) - -
of which the standardised approach 2 2 0

Market risk 1,042 1,131 83
of which standardised approach 1,042 1,131 83
of which IMA

Large exposures - - -

Operational risk 9,504 9,351 760
of which basic indicator approach = -
of which the standardised approach 9,504 9,351 760
of which advanced measurement approach - -

Amounts below the deduction thresholds (subject to a risk weighting of

250%) 292 522 23

Floor adjustment - - -

TOTAL 76,867 69,889 6,149
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Overview of risk-weighted assets by asset class

12.2019 12.2018
Risk-weighted Capital Risk-weighted
(in € millions) assets requirements assets
Credit risk (excluding counterparty risk) 64,456 5,156 57,558
Of which the standardised approach 64,456 5,156 57,558
» Central governments and central banks 13 1 2
» Regional governments and local authorities 1,986 159 1,617
» Public sector entities 174 14 150
» Multilateral development banks - - -
> International organisations = - -
> |nstitutions 11,112 889 10,514
» Corporate 19,304 1,544 16,162
> Retail 11,011 881 10,157
» Secured by mortgages on immovable property 10,348 828 8,738
> Exposures in default 608 49 637
» Items associated with particularly high risk 1,863 149 1,280
» Covered bonds 295 24 320
» Receivables with institutions and corporates with a short-term credit
assessment - - -
» Undertakings for collective investment 398 32 438
» Equities 5,091 407 4,990
» Otheritems 2,249 180 2,550
» Securitisations 2 0 2
Of which the internal model-based approach - - -
Counterparty risk 1,866 149 1,849
of which the standardised approach 1,672 134 1,662
of which at market price - -
of which initial risk - -
of which internal models approach -
of which amount for contribution to the failure of a central counterparty 7 1 3
Including CVA 187 15 185
Market risk 1,042 83 1,131
Operational risk 9,504 760 9,351
TOTAL 76,867 6,149 69,889

The data presented in the table above include the effects of the Basel substitution in the categorisation of exposures. As a result, the assets
guaranteed by banking and corporate sector bodies are included in the latter categories.

Non-deducted investments in insurance companies

(in € millions) Value
Holdings of equity instruments of a financial sector entity in which the institution holds a significant investment

not deducted from capital (prior to risk weighting) 4,190
TOTAL RWA 4,190

La Banque Postale doesn’t deduct its significant investments in insurance sector entities in accordance with Article 49 of Regulation (EU)
no. 575/2013 and weights them in compliance with Article 133.
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Regulatory framework for capital requirements

The regulatory framework defining prudential requirements for
banks has been developed and strengthened since the last
financial crisis in 2008 by gradually introducing new solvency,
leverage and liquidity constraints, and by defining a European
framework for managing bank crises including a plan for the
recovery and restitution of banking establishments.

As a result, from 1 January 2014, La Banque Postale is subject to
the prudential regulations inspired by the Basellll agreements
defined in directive 2013/36/EU (CRDIV) and regulation (EU)
no.575/2013 of the European Parliament and of the Council (CRR).
The legislation provided for transitional application in order to
enable institutions to manage the changes in a gradual way.

In terms of solvency, three levels of equity are defined:
» Common Equity Tier 1 capital (CET1);

» Tierl capital comprising Common Equity Tier 1 capital and
Additional Tier 1 capital (AT1);

» total capital comprising Tier 1 capital and Tier 2 capital.
In total, three levels of solvency ratio are calculated:

» the common Tier 1 capital ratio or CET1 ratio;

» the Tier 1 equity ratio or T1 ratio;

» the total capital ratio.

These ratios are calculated by comparing each category of Group
capital to the total assets weighted by Group risks. They are subject
to a “phased” evaluation, that is to say, they incorporate the
transition measures provided by the legal texts in terms of applying
the prudential filters and deductions or of recognising capital
instruments issued prior to the effective date of the CRR regulation.

4.2.4.1 Prudential equity capital

Following the Supervisory Review and Evaluation Process (SREP)
carried out by the ECB, the latter notified La Banque Postale of its
consolidated own funds requirement (TSCR) applicable as of 1 April
2020. This capital requirement amounts to 10%, of which:

» Pillar 1 requirements (minimum CET1 of 4.5%, minimum Tier 1
of 6%, minimum total capital of 8%);

» additional own fund Pillar 2 requirements of 2% to be made up
of CETL;

In addition to these requirements, the SREP letter reminds
La Banque Postale of its obligation to meet the overall capital
requirement (OCR), which includes, in addition to the total SREP
capital requirements, the combined buffer requirements. As a
reminder, these total capital buffer requirements consist of, for
La Banque Postale:

» 2.50% for the capital conservation buffer (CCB);

» 0.25% for the buffer for other systemically important
institutions;

> 0.25% for the institution-specific countercyclical capital buffer.

This requirement does not include the recommendation for
additional own funds under Pillar 2 (P2G).

Based on this notification, the overall capital requirement (OCR) is
13% (10% plus 3% for the combined buffer requirements).

These requirements take account of the countercyclical buffer of
0.25% for exposures in France, applicable since 1 July 2019 and
which will be raised to 0.50% from 2 April 2020, in addition to
similar requirements for certain exposures originating in other
countries that have decided to implement the countercyclical
buffer requirement.

The countercyclical buffer specific to LaBanque Postale is
calculated using the weighted average of countercyclical buffers
applicable in the jurisdictions in which the relevant
La Banque Postale credit exposures are located. It is intended to
fight against excessive growth in the credits granted. In France, the
High Council for Financial Stability (HCSF) is responsible for setting
it each quarter. Outside of France, the application of
countercyclical buffers above 0% has already entered into effect in
several jurisdictions, based on which LaBanque Postale sets a
specific countercyclical buffer.

Composition of CET1 capital requirements for Pillar Il at 1 April 2020

01.04.2020 30.06.2019
Pillar I requirement 4.50% 4.50%
Pillar Il Requirement - P2R 2.00% 1.75%
Capital conservation buffer requirement (CCB) 2.50% 2.50%
Other systemically important institutions buffer requirement 0.25% 0.25%
Countercyclical buffer requirement (CCyB) ~0.50% 0.01%
Minimum CET1 ratio requirement ~9.75% 9.24%

The overall capital requirement amounts to 12.75%, including 1.5% for AT1 and 2% for Tier 2.
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4.2.4.2 Solvency ratios

The Common Equity Tier One (CET1) solvency ratio for 2019 was up
56 basis points, primarily as a result of an increase in own funds
(+€1,245 billion) and a large increase in RWA of 10%.

» The change in own funds in 2019 is presented in Section 4.2.2
Composition of prudential equity capital.

> The change in RWA in 2019 is presented in the Section4.2.3
Summary of risk-weighted assets.

(in € millions) 31.12.2019 31.12.2018
Common Equity Tier 1 capital ratio 12.2% 11.7%
Tier 1 capital ratio 13.2% 12.8%
Solvency ratio 16.2% 16.2%

4.2.4.3 Leverageratio

The leverage ratio compares Tier 1 capital (the numerator) to an
exposure (the denominator) composed of balance sheet items and
off-balance sheet items without a risk approach.

This ratio is currently calculated for information purposes and will
become a regulatory threshold with the entry into force of the
“CRR2”. This requirement will apply from 1 January 2021.

In September 2018, La Banque Postale sent a request to the ECB for
authorisation to exclude centralised savings deposits from the
calculation of leverage exposure as provided for by Regulation (EU)
No. 575/2013 (the “CRR").

Following the ECB’s agreement to the application of the exemption
of CDC’s exposures for up to 50% of CDC’s regulatory outstandings,

La Banque Postale calculates, monitors and sends the ratio to the
supervisor taking account of a partial exclusion of the exposure to
centralised savings since the decree of June 2019.

Throughout the year, La Banque Postale remained within its limit
and above the future regulatory level of 3%.

At 31 December 2019:

> leverage ratio with exclusion of 50% of the centralised savings:
3.9%;

> leverage ratio with exclusion of 100% of the centralised savings:
4.5%.

Summary comparison of accounting assets and the measurement of exposure for leverage ratio purposes

(in € millions)

31.12.2019 (with
exclusion of 50% of delegated act and
the centralised application of
savings) temporary provisions)

31.12.2018 (with

TOTAL OF THE IFRS BALANCE SHEET ACCORDING TO PUBLISHED FINANCIAL

STATEMENTS 263,137 231,619
Adjustments for investments in banks, insurance companies or financial and commercial

entities which are consolidated for accounting purposes but which are outside the requlatory

consolidation scope (2,947) (2,786)
Adjustments for fiduciary assets recognised on the balance sheet pursuant to the applicable

accounting framework but excluded from the leverage ratio exposure measurement -

Adjustments for financial derivatives 1,164 911
Adjustments for securities financing transactions (repurchase transactions and other types of

collateralised lending) 4,731 3,156
Adjustments for off-balance sheet items 14,911 12,658
Other adjustments (21,891) 17,442
EXPOSURE TO THE LEVERAGE RATIO 259,105 263,001
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Breakdown of exposures

12.2019 (with 12.2018 (with
exclusion of 50% of delegated act and
the centralised application of
(in € millions) savings) temporary provisions)
Balance sheet item exposure - -
» Balance sheet items (excluding derivatives and securities financing transactions) 225,445 240,631
> Assets deducted for the purposes of calculating Tier 1 capital (1,139) (1,012)
TOTAL BALANCE SHEET EXPOSURES 224,306 239,619
Derivative exposures - -
> Replacement cost associated with all derivatives transactions (net of the eligible cash
variation margin) 2,904 1,851
» Add-on amounts for PFE (Potential Future Exposure) associated with all derivatives
transactions 1,164 911
» Gross amountincluding collateral provided on derivatives where deducted from the
balance sheet assets pursuant to the applicable accounting basis (1,059) (930)

» Deductions of receivable assets for the cash variation margin provided in derivatives
transactions (842) (385)

» Adjusted effective notional amount of credit derivatives sold - -

» Offsetting of adjusted effective notionals and add-on deductions for credit derivatives sold - -
TOTAL DERIVATIVES EXPOSURES 2,167 1,447
Exposure to securities financing transactions (SFT) - -

> Gross SFT assets (without offsetting), after adjusting for transactions recognised as sales 12,990 6,121
» Offset amounts of cash payables and cash receivables of gross SFT assets - -
» Counterparty credit risk for SFT assets 4,731 3,156
» Exposure to transactions where the bank operates as an agent = -
TOTAL SFT EXPOSURES 17,722 9,278
Other off-balance sheet exposures = -
» Off-balance sheet exposures at gross notional amount 29,364 27,240
» Adjustments for conversion to credit equivalent amounts (14,454) (14,582)
OFF-BALANCE SHEET ITEMS 14,911 12,658
Capital and total exposure - -
» Tier 1 capital 10,150 8,955
» Total exposure 259,105 263,001

Leverage ratio - -

> Basellll leverage ratio 3.9% 3.4%
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Breakdown of balance sheet exposures

(in € millions)

31.12.2019 (with
exclusion of 50% of delegated act and
the centralised application of
savings) temporary provisions)

31.12.2018 (with

Total balance sheet exposures (except for derivatives, SFT and exempted exposures),

including: 225,445 240,631
» Trading book exposures 6,646 7,320
Banking book exposures, including: 218,798 233,311
» Covered bonds 2,948 3,196
> Exposures treated as sovereign 88,643 116,053
» Exposure to regional governments, multilateral development banks, international

organisations and public sector entities not treated as sovereign borrowers 6,478 5,097
» Institutions 8,331 8,587
» Exposures secured by mortgages on real estate 25,220 20,738
> Retail exposures 53,274 51,331
» Corporate 20,873 16,821
» Exposuresin default 842 913
» Otherexposures (particularly shares, securitisations and other non-credit obligation

assets) 11,047 10,190

4.2.5

Capital steering and internal capital adequacy

Objectives

La Banque Postale has implemented a planning system for its
capital at the level of the Group, in order to ensure that the
following objectives are met:

> assess the Group’s current solvency position with regard to its
risk profile and risk appetite;

» anticipate future needs through medium-term forecasts
incorporating internal and external constraints, investment
opportunities and any regulatory changes that may impact the
Group’s capital structure;

> assess capital adequacy and ensure adequate equity allocation
between business lines and subsidiaries as regards risk/return
management;

» define the measures required to attain the capital objectives set
by management in connection with major shareholders.

With regards to PillarIl, La Banque Postale also has a process to
assess the adequacy of its internal capital (Internal Capital
Adequacy Assessment Process (ICAAP)), which is built upon the
following elements:

» medium-term planning of regulatory capital requirements, with
a focus on the Group’s growth objective and future regulatory
changes. This planning exercise, performed once a year, tends
to evaluate the Group’s financial strength in both a central
economic (capital planning) and stressed scenario (annual
financial strength stress test);

> assessing capital requirements induced by the principal risks of
the Group based on La Banque Postale’s internal methods.
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The Financial Department is in charge of the ICAAP process, but it is
also a cross-process between the Risk and Financial functions. It is
updated half-yearly and reported to the Capital Management
Committee for approval, then to the Audit and Risk Committee and
to the Supervisory Board.

La Banque Postale responded with an action plan to the criticisms
made by the ECB in the SREP letter of December2017 on this
process, notably with respect to taking into account the
quantitative elements and insertion at the operational level in
La Banque Postale’s management. This action plan, which began
implementation in 2018, is being monitored closely.

Governance

This planning process is implemented by the Financial Department
with the support of the Capital Management Committee (CCM)
created in 2014, which meets four to five times per year, chaired by
the Chairman of the Executive Board. The Committee is responsible
for:

» defining capital management objectives (target ratios, etc.);

» examining the trajectory of equity and defining the measures
required to achieve the capital objectives set by management
(security issuance, capital increase requests,
arbitrages/business line orientation, etc.);

» validating the preventive actions linked to La Banque Postale’s
financial strength suggested by the Stress Test Operational
Committee, based on the results of internal stress tests and
those carried out at the request of regulators;

> examining the recommendations of regulatory and supervisory
authorities and their impact on LaBanque Postale’s capital
position and the methods used.
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Description of the processes used to manage
the risk of excessive leverage

The risk of excessive leverage may lead to corrective measures
being taken that were not planned in the financial and capital
business plan, in particular the sale of assets.

The leverage ratio forms part of the risk management system with
the introduction of an internal threshold in the Risk Management

4.2.6
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Policy (PMR). It is monitored by the Group Risk Management
Committee and the Capital Management Committee.

With regards to the credit business activity financed by its retail
customer resources, the risk of excessive leverage is controlled by
La Banque Postale and monitored as part of the ICAAP (Internal
Capital Adequacy Assessment Process) in accordance with the
objectives and governance described above which includes
projections for the leverage ratio as part of La Banque Postale’s
strategic planning for its activities and balance sheet.

Indicators of global systemic importance

In accordance with the recommendations of the national
supervisor, LaBanque Postale sets out below its 10 indicators
relating to financial institutions of systemic importance to the
global economy. These data were established according to the

Basel Committee’s specific instructions on banking control and
cannot be directly compared to other information published by
La Banque Postale.

(in € millions) 31.12.2019
Size Total assets 268,736
Value of domestic payment transactions -

Importance (including substitutability/financial system infrastructure) Private sector deposits from deDOSgﬁésEiG 182384
Private sector loans to recipients in the EU 96,520

Value of OTC derivatives (notional) -

Complexity/cross-border activity Cross-jurisdictional liabilities 4,964
Cross-jurisdictional claims 23,158

Intra financial system liabilities 35,851

Interconnectedness Intra financial system assets 29,257
Debt securities outstanding 27,641
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4.3

4.3.1

GOVERNANCE AND RISK MANAGEMENT SYSTEM

Organisation, governance and actors

The Executive Board sets the fundamental principles (strategic
guidelines, values, appetite for risk, governance), which are
approved by the Supervisory Board, and on the basis of which each
business line sets its priorities and the associated risk management
system under the supervision of the Group Risk Department (GRD)
and Compliance Department (CD).

La Banque Postale uses the concept of lines of defence to
represent its organisation in terms of risk management and good
practices. The risk management system has three lines of defence
that constitute the general internal control framework:

» a first line within the operational business lines responsible for
applying the risk management procedures which they will have
defined in advance in concert with the Group Risk Department
and Compliance Department;

» a second line consisting of the Group Risk Department and
Compliance Department, which ensure the existence of an
appropriate, uniform framework to define and improve the risk
management procedures;

» a third line via the Internal Audit Department in charge of giving
an independent idea of the effectiveness of the risk
management systemin place.

The internal control system of LaBanque Postale includes
permanent and periodic controls. This is based on:

» the Risk Division Charter established by the Group Risk
Department;

» the Compliance Charter established by the Compliance
Department;

» the Periodic Control Charter of the LaBanque Postale Group
drawn up by the Internal Audit Department.

They lay down the principles for risk management and control that
ensure that each responsible entity complies with the internal and
external requirements applicable to them. Each department
defines, formalises and maintains up to date its procedures and the
control points required to ensure the quality of their operations:

» the responsibility of all the players, which constitutes the basis
of effective management and control procedures. All employees
must ensure that the work that they perform and the
transactions that they handle are executed in accordance with
the expected procedures and the level of quality required. They
must be in a position to account for the effective management
of the work that they perform and the inherent risks of that work
at any time. This principle relies on close involvement of
managers;

» proportionality of controls to the level of risk. Each manager
shall analyse their own risk and implement an appropriate
control framework in order to achieve a reasonable level of
confidence that their business activities are properly managed,
and that they comply with the Company’s internal and external
standards and regulations;

» thoroughness of the scope of the control procedures. It covers
all the activities of La Banque Postale. These procedures apply
to all kinds of risk, to all those employed directly by the Bank
and all those acting in its name and on its behalf, and to all the
entities of the LaBanque Postale Group. The internal control
procedures also extend to services that have been outsourced.
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The Group’s governance bodies and steering of
the Group’s risks

In the framework of its governance and risk management, the
La Banque Postale Group has supervisory and decision-making
bodies, the objective of which is to ensure, right from the highest
levels of responsibility, compliance with legal and regulatory
provisions as well as internal control:

» the Supervisory Board, six Risk Committees of the Supervisory
Board (CRCS);

» the Executive Board:

- the Group Risk Management Committee (CPRG) directed by the
Head of Group Risk and chaired by the Group General Secretary,

- the Internal Control Coordination and Ethics Committee
(CCCID) directed by the Head of Compliance and chaired by the
General Secretary,

- the Anti-Money Laundering and Combating the Financing of
Terrorism (AML/CFT) Committee of La Banque Postale, chaired
by the Chairman of the Executive Board and directed by the
Head of Compliance,

- the Anti-Money Laundering and Combating the Financing of
Terrorism (AML/CFT) Committee of La Banque Postale, chaired
by the Chairman of the Executive Board and directed by the
Head of Compliance. This Committee extends the assignments
of the AML/CFT Committee of LaBanquePostale to the
subsidiaries and ensures consistency (rules, systems, risk
mapping, etc.) at the Group level,

- the Group Capital Management Committee (CMG) directed by
the Director of Balance Sheet Management and chaired by the
Chairman of the Executive Board;

» Group Risk Department:

- the Risk Management Rules Validation Committee (CVRGR)
chaired by the Head of Group Risk; The CVRGR is a
sub-committee of the CPRG and is in charge of validating the
risk management rules as well as documents referring to
standards and methods,

- the Model Approval Committee (CVM) chaired by the Head of
Group Risk.

Since March 2019, a summary report of the activities of the CVRGR
and the CVM is submitted to the CPRG.

Other cross-division committees contributing to the governance of
the Risk Division are:

- the Divisional Risk Steering Committee: like the Group Risk
Management Committee, the Group Risk Department organises
a steering committee at the divisions level that has precedence
over the governance bodies (Audit and Risk Committees) of the
division;

- the Risk and Controls Committee (by business, division and
entity): meets at least half-yearly, and is chaired by the Director
of the entity. Its missions are to monitor the operating risks and
validate the operational risk mapping of the entity once a year,

- the New Products Committee: this Committee was revised in
2019. Its objective is to analyse the risks linked to the launch of a
new product or to its significant modification.
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The Risk Division Charter

The Risk Division defines the risk management framework for the
Group and submits it for approval by the Executive Board and the
Supervisory Board. It ensures the implementation of the framework
and its effectiveness.

Among the missions and responsibilities of the Risk Division, it is in
charge of, for La Banque Postale:

» defining consistent and exhaustive standards submitted for
validation to the Risk Management Rules Committee. (CRGR);

» making a documentary base available, dedicated to the Group
Risk  Division, standards, policies, tools, methodology
guidelines, instructions, analyses;

> back-testing the risk measuring systems;

» contributing to defining the first level permanent control
systems for credit, financial and operational risks, which the
operating divisions are responsible for implementing;

» defining the second level permanent control systems for credit,
financial and operational risks;

» controlling the proper application of the operations control and
risk management systems by the Group entities, as well as their
efficiency.

The purpose of the Risk Division Charter is to lay out the
responsibilities, rules, procedures and organisation implemented
by the Group to ensure compliance with its risk appetite
framework.

This Charter was updated and presented to the Executive Board in
February 2019, validated by the Internal Control Coordination and
Ethics Committee (CCCID) in April and approved by the Supervisory
Board Risk Committee in July as part of the reorganisation of the
Risk Division and the associated comitology, the main changes of
which are described below.

4.3.2  Regulatory framework
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Changes in the organisation of the Risk Division

2019 was marked by the reorganisation of the Risk Division, which
defines the risk management framework for the Group, with:

» the set-up of a risk management and control system based on
shared responsibility that is organised on two levels (group,
divisions) and directed by the Risk Division. Thus, the divisions
have their own responsibilities so that each one can form a line
of defence. The risk management and control system is steered
by the Risk Division. The Group Risk Department is in charge of
the overall coordination of the risk management system,;

» risk functions for the non-banking divisions (La Banque Postale
Asset Management, Insurance Unit) and the La Poste Network;

» linking of the control functions of the LaBanque Postale;
divisions with the Risk Division;

» the elimination/updating of certain committees with a view to
reinforcing the governance of the Risk Division (i.e;: creation of
the Executive Board’s Engagement Committee) which decides
on the files exceeding total outstandings of €100 million, on
unusual files and arbitrates on the files that were subject to a
disagreement at the last level of the delegated schema;

» the transfer at the start of January of the PMO credit control unit
of the Corporate and Institutional Risk Department within the
Permanent Control Department (DCP);

La Banque Postale is subject to International (of which European)
(i)and French (ii)“prudential” regulation applicable to credit
institutions and financial conglomerates.

The activities of La Banque Postale belong to sectors that are
subject to strict regulation: the banking, finance and insurance
sectors. The regulatory framework for these activities has
undergone a rapid evolution and has become increasing complex
over the past few years.

As a parent company: credit institution, financing company,
electronic money company, management company, investment
company and insurance company, La Banque Postale ensures that
each of its subsidiaries and regulated equity interests comply with
the industry regulations applicable to them.

The main regulatory provisions applicable to LaBanque Postale
(parent company and subsidiaries) and having an impact on the
risk management system are presented in the section below.

European/International and French
Regulations

La Banque Postale is supervised directly by the ECB as a
“significant entity” within the meaning of Regulation (EU)
No.1024/2013, the “SSM Regulation®, and the SSM Framework
Regulation and applies its instructions and recommendations.

Note: The prudential regulations have incorporated the concept of
the “systemic importance” of institutions for the economy in order
to regulate the level of obligations to be met in relation to
governance, the risk management and control system and capital
requirements. As a result, the Group is also identified as an “other”
systemically important institution.

Application of the CRD IV and the CRR

To date, La Banque Postale applies, among others, the prudential
requirements defined in the CRR:

» capital instrument eligibility rules;
» capital requirement levels (including systemic risk buffers);

» capital requirement calculation rules for
counterparty risk, operational risk and market risk;

credit  risk,

» large exposure thresholds and calculation rules;
» short-term liquidity ratio (LCR) thresholds and calculation rules;
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» the production of information on the NSFR and leverage ratios
for regulators for the calibration of future indicators and
associated thresholds;

> reports to the competent authorities and the publication of
information for the markets.

On 7June 2019, the “Banking Package” was published in the
Official Journal of the EU.

This standards package consists of two regulations and two
directives (CRR I, CRDV, BRRD I, and MRU II) which complete and
reinforce existing regulations and ensures the conformity of
prudential banking requirements with the prudential standards of
the Basel Committee on Banking Supervision (BCBS) and the
Financial Stability Board (FSB). La Banque Postale also applies the
instructions, notices and recommendations of the ACPR and the
AMF applicable to it.

Concerning the CRRII, new requirements have been introduced.
Some of these concern:

> the leverage ratio:

» the Net Stable Funding Ratio (NSFR);

» the new framework for the treatment of market risk;
| 4

new rules for calculating capital requirements for counterparty
credit risk;

» the reduction in capital requirements for investments in
infrastructure;

» the incorporation of environmental, social and governance
(ESG) aspects;

» the adoption of proportionality rules;

» as well as the modification of some existing rules, such as those
relative to Pillar 2 (mandatory requirements and prudential
expectations), the interest rate risk (change in the threshold and
shock scenarios), exposures to SMEs, non-performing loans,
money laundering, etc.

Regarding the management of banking crises, the subordination
rules applicable to MREL instruments were toughened, with the
creation of the possibility to impose a moratorium on bank
commitments (including deposits) of a maximum period of two
years.

4.3.3  Group Risk Appetite Statement

La Banque Postale started the works to incorporate these changes
in order to be compliant at the date of application of the measures,
most of which in 2021.

These laws are part of the European Commission’s project to
implement the Banking Union and the Capital Markets Union and
they meet the goal of international bodies to reduce risks in the
banking sector.

Other regulatory changes had an impact, such as those relative to
benchmarks (the Benchmark Regulation) which led to the
replacement of EONIA by €STR, as well as the work on the IBORs.

Application of the Decree of 3 November 2014
on Internal Control

The internal control system implemented by La Banque Postale is
governed by the Decree of 3 November 2014 on:

» the internal control of firms in the banking, payment services
and investment services sectors subject to the supervision of
the Prudential Supervision and Resolution Authority (ACPR);

» prudential supervision on a consolidated basis;
» the additional monitoring of financial conglomerates.

It is the responsibility of the supervisory body, as provided by the
governance guidelines of the European Banking Authority (EBA), to
review La Banque Postale’s governance system and evaluate its
efficiency, and to approve and regularly review the strategies
governing the taking, management, monitoring and reduction of
identified and potential risks. The decree on internal control
specifies this role in the definition of the supervision guidelines and
policy, approval of the overall limits (in particular liquidity), in
establishing a strategy for business continuity and remuneration
policy.

This role implies that members of the Supervisory Board shall have
the necessary knowledge, skills and expertise to understand and
monitor the Group’s strategy and appetite for risk. The powers of
the supervisor have been strengthened with respect to the
appointment and assessment of the competences of the directors
and executives.

Risk appetite

The Risk Appetite Statement (RAS) is defined by the level and types
of risks that the Group is willing to accept to achieve its strategic
objectives, while taking into account its ability to manage the risks
of its business model.

The goal of this Risk Appetite Statement is to formalise at the
Group level its appetite for the risks it is, and may be, confronted
with in its daily activities over the coming year. It also expresses the
Group’s risk tolerance, i.e., the maximum risk level it is willing to
take on.

La Banque Postale’s intended risk profile is defined by a system of
limits (qualitative and quantitative), organised in three levels of
setting and monitoring. The overall limits expressed by the RAS and
the associated Risk Appetite Dashboard (RAD make up the first
level of limits for the Group.
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These limits are broken down and rounded out at the operational
level by limits set and monitored by the Executive Board and
described in the Risk Control Policy (second level) and the Risk
Management Rules (third level) under the responsibility of the
Group Risk Department.

The Risk Committee of the Supervisory Board must be informed of
the first and second level limits and their monitoring.

The principles in terms of decision-taking, management and
supervision described, cited or mentioned in the RAS are
considered to be restrictive and applicable to all Group entities and
employees.

The RAS and the RAD were validated by the Executive Board and
approved by the Supervisory Board via its Risk Committee in
December 2018. They were revised in June 2019 the conversion of
€800 million in AT1sinto CETL.
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Major changes in the Group’s risk appetite
system

In 2019 the Group Risk Department continued its work to ensure
the “vertical” consistency of the entire risk control system based on:

» a Risk Appetite Statement (RAS) and the associated Risk
Appetite Dashboard (RAD) which were subject to changes
consistent with the budget exercise:

Among the major risk appetite changes in the 2019 financial year,
the following should be noted

- the limit set on the amount of credit risk-weighted assets (RWA).
This limit is detailed in the Risk Management Policy by major
division of La Banque Postale,

— the extension of the risk appetite exercise to the banking and
insurance subsidiaries (in accordance with the road map
approved in February 2018 by the Supervisory Board) in line
with the group’s works. This extension of the risk appetite
framework also gave rise to the implementation of an alert
mechanism among the subsidiaries, with the Risk Department
and group executive body,

- the conversion of the €800 million into CET1 in June 2019 which
led to a 100 bp rise in the CET1 ratio. This increase resulted in
the rise in the threshold and limits applicable to the CET1 ratio
of 25bp. The adjustments to the RAS were validated by the
Executive Board and approved by the Supervisory Board, via its
Risk Committee (increase in the RWA in terms of credit risk,
sector limits, etc.);

» a Group Risk Management Policy (RMP) that was approved by
the Executive Board in February 2019, to ensure the deployment
of the 2019 RAS for which the changes concerned:

- an update of the limits broken down by business, segment or
product for consistency with the RAS limits,

— the incorporation of the limits broken down by division, for the
indicators used in the risk appetite of said divisions,

- the introduction of new indicators deploying, among others, the
new RAS indicators (e.g. breakdown of RWA by business line and
change in Risk Management Policy (sector limits, individual and
local public sector limits);

4.3.4
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» in addition to the RMP, an RMP Dashboard, set up in
March 2019, enables monthly monitoring of compliance with
the RMP levels in a consolidated manner on the Group Risk
Management Committee.

At end-2019 the limits system was revised, with the revision of
the DEDT RWA limits. For the first time, in the 2020 budget
framework note, RWA by business line were introduced;

» Risk Management Rules validated by the Head of Group Risk
who allows the RMP to be made operational: 15 operational
limits were temporarily exceeded on the corporate and
institutional credit risk and 7 operational limits were exceeded
in terms of market risk. These overruns were all corrected.

In 2019, the risk profile remained within the boundaries authorised
by La Banque Postale.

The Risk Appetite Framework

The Risk Appetite Framework (RAF) must be understood to be all
documentation used to draw up the Risk Appetite Statement,
ensuring the operational implementation and monitoring, both at
the Group level and at the subsidiaries.

The risk appetite framework consists of all policies, standards,
methodologies, procedures, controls and systems that enable the
risk appetite to be defined, communicated and monitored.

This framework, created by the Group Risk Department, is shared
with the business lines in charge of development, the Financial
Department (balance sheet management) and the Compliance
Department. This proposal is submitted to the Executive Board and
the Supervisory Board in charge of defining the Group’s risk
appetite and associated limits. This framework and rules of
operation, the indicators and associated limits are reviewed and
validated at least once a year. In the event of significant changes,
such as acquisitions or the launch of new activities, the risk
appetite may be revised to take into account changes arising
outside the annual review cycle.

The risk appetite framework consists of all policies, standards,
methodologies, procedures, controls and systems that enable the
risk appetite to be defined, communicated and monitored.

Risk monitoring, measurement and control systems

Risk management is defined as the identification, management
and monitoring of risks.

The identification of risks involves determining risk factors, i.e.
explanations of sources of potential or known loss that the Group
might incur (insolvency of borrowers, fraudulent behaviour,
volatility of market prices, macro-economic deterioration, changes
to the legal and regulatory framework, etc.). This identification is
based on the creation of risk maps according to different types of
risk (credit and counterparty risk, securitisation risk, concentration
risk, market risk including basis risks, operational risk including
model-related risks, liquidity risk, excessive leverage risk,
systematic risk, etc.). This mapping also provides a consolidated
vision of internal and external risk factors that the Group is facing or
might face.

Risk measurement involves the preparation of methods to
measure the different types of risk that the Group faces.

Risk management allows risks to be hedged, in particular by using
appropriate collateral and insurance policies or by using credit
derivatives or securitisations. It also involves putting in place risk
management procedures, processes and tools (such as the rules for
accepting risks) within its Risk Division.

Monitoring consists of ensuring the implementation of the risk
control framework and assessing its effectiveness, as well as
measuring the change in the Group’s risk profile compared to the
level of risk appetite expressed. It consists of informing or warning
the proper bodies to enable them to make the necessary decisions
(acceptance, correction, etc.).
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In addition to management by type of risk, activity and entity,
analysis, measurement and monitoring are also performed in a
cross-entity and forward looking manner:

» cross-entity: providing an overview of the Group’s risk exposure
including a consolidated vision;

» forward-looking: incorporating events which, if they occurred,
could have consequences for business activities and the risks
faced.

4.3.4.1 Cross-entity risk management

systems

Standards and methods

In order to ensure consistency in decision-making, measurement,
management and monitoring, the concepts and standards that
apply to all Group entities and business activities, particularly those
in relation to prudential regulation, are defined by the Group Risk
Department and validated by the Risk Management Rules
Validation Committee (CVRGR). The Group Risk Department is
responsible for their dissemination and ensures their correct
operational implementation.

Models

For its management needs and appropriate risk control,
La Banque Postale Group employs a number of models based, in
particular, on internal data. As these tools are used for or assist with
management decision-making, a dedicated system is in place to
ensure that risk related to errors during their design,
implementation or use is controlled.

Prudential production steering and control system
of the Group Risk Department

In order to provide information to the different bodies responsible
for managing and monitoring the Group and to enable them to
track its risk profile, compliance with risk appetite and with
prudential “risks” reporting obligations to the competent
authorities (COREP, Large Exposures, International Liabilities, LCR,
NSFR, ALMM, STE), the Group Risk Department brings together the
resources and tools for creating, analysing, preparing and
disseminating risk monitoring reports, particularly in the area of
global and operational limits for the Supervisory Board’s Risk
Committee, the Group Risk Management Committee and all
committees is charge of risk monitoring by nature or by business.

Internal reports to the Risk function are also mainly produced in a
centralised manner and use the same source systems as those
used for regulatory declarations. Control of the quality of data and
database administration are done in coordination with the Data
Quality Management Division of La Banque Postale.

The prudential production steering and control system of the
Group Risk Department set up at end 2018 has contributed to
improving compliance with regulatory requirements with regard to
the quality of regulatory reporting.

4.3.4.2 Forward-looking systems

Regulatory monitoring

Generally speaking, the Group has a monitoring system responsible
for following the drafting of laws and regulations that could affect
its business activity and/or its strategy when they enter into force.
The objective is that, whatever the field of application (consumer
protection, AML-CFT, financial sector stability, accounting, etc.),
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La Banque Postale  anticipates impacts, takes appropriate
measures and is able to fulfil its obligations in a timely manner.

In terms of the stability of the financial sector, the Group monitors
consultations conducted by international authorities, which are
primarily the Financial Stability Board (FSB) or the Basel
Committee, ahead of their future transposition into EU law.

Impact analyses, in the area of capital requirements, risk
concentration or liquidity are built into the Internal Capital
Adequacy Assessment Process (ICAAP) including, in particular, the
La Banque Postale’s capital planning) and Internal Liquidity
Adequacy Assessment Process (ILAAP) procedures, and those for
risk management and information systems are taken into account
in planning projects.

Stress tests

Within La Banque Postale, stress tests are defined as a recurring
process that makes it possible to analyse the Group’s ability to
resist a severe but plausible deterioration in the economic
environment in which it operates.

Stress testing activities play a role in creating a joint Risk-Finance
management system and are designed to be consistent with
La Banque Postale’s risk appetite and strategy.

The objectives of the stress test approach contribute to defining
and evaluating over time:

» the risk-taking strategy and policy through stress tests, the
capital adequacy in the event of a deterioration in the
macro-economic context (severe but plausible);

> the setting of limits and alert levels to provide a framework for
risk-taking according to different areas of focus (type of risks,
sectoral, individual, etc.);

» the ability to meet regulators’ demands but also internal
demands or those of La Poste Group.

The purpose of the stress test system is to cover two major
categories of work:

» macro/global stress. At this stage, the tests principally address
the issue of La Banque Postale’s solvency. The types of tests,
methods and performance terms and conditions used in these
internal and regulatory tests are similar to recent work, notably
the EBA stress tests (2016, 2018, 2020);

» specific and additional stress tests appropriate to each business
activity/subsidiary (notably, insurance/asset
management/consumer  loans) or by type of risk
(credit/market/operational);

The stress test system benefits from a governance arrangement
which enables its results to play an active role in
La Banque Postale’s monitoring and risk management system.
Thus, ultimately:

» the purpose of the stress test exercises is to provide information
to the Executive Board, which approves the framework for
activities and, where appropriate, monitors that they are carried
out correctly. It is informed of and verifies results, assumptions,
methods and scenarios. It also makes decisions about
implementing preventative and corrective actions that are
required;

» the Executive Board’s Group Risk Management Committee
bears the responsibility for implementing the system. It
approves the assumptions, scenarios, methods and results,
approves preventative and corrective actions to be
implemented according to the results and, in particular, the
limits and alert levels by type of risk/business activity;
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> the Stress Test Operational Committee, developed to respond
to this type of activity, manages the operational
implementation of the stress test programme; it verifies that it is
performed correctly at each stage. It also ensures, insofar as
possible, the consistency of assumptions and the coordination
of works.

The incorporation of stress tests in the Bank’s Capital Planning is
also performed primarily by the Capital Management Committee
where the results of financial strength stress tests may be
presented before being sent to La Poste Group.

4.3.4.3 Creditrisk systems

The retail credit risk management and corporate credit risk
management departments are responsible for defining the credit
risk management systems for financing and investment
transactions based on the risk appetite. The main components of
the system are:

» therules for granting loans;

scores, ratings, investigation and decision-making tools;
delegation schemes;

risk managementrules;

risk control, notably for delegations;

risk monitoring;

handling rules for inherent risk;

declassification and provisioning rules;
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collection rules;
These two departments have regional teams.

The description of the counterparty risk management system is
provided in Section4.4 Credit and counterparty risk of this
document.

4.3.4.4 Financial risk system

The Financial Risk Department within the Group Risk Department is
responsible  for  managing financial  risks  which, for
La Banque Postale, consist of:

» market risks, which reflect the potential impact of changes in
the financial markets on the Bank’s results or balance sheet.
They include, the pricing risk, interest rate risk, credit spread
risk, the equity risk, the currency risk, the volatility risk, the
inflation risk, and the basis risk;

» balance sheet risk, which reflects the impact of financial risks on
the scope of the bank portfolio. They cover the liquidity risk and
overall interest rate risk.

Financial risks cover the risks resulting from changes in the
financial markets. LaBanque Postale is notably sensitive to
changes in the rate and debt markets. Changes in these two can
impact the NBI of current and previous years, or the Group’s
balance sheet and, therefore, its solvency, immediately or at a
future time.

Financial risk taking must be authorised by an Executive Board
delegation or by an authority with this delegation. The delegation
must be controlled and reported on. The amount of risk must be
commensurate with the Group’s capital.

La Banque Postale pays a great deal of attention to the operational
security of financial transactions. The process for authorising new
instruments and products is standardised.
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The description of the management of financial risks is given in the
Section 4.5 Financial risks of this document.

4.3.4.5 Operationalrisk system

The Group Risk Department is responsible, with respect to the
Executive Board, for the procedures for managing and monitoring
La Banque Postale Group’s operating risks. The procedures for
managing the operational risks are part of the Group’s risk
management framework updated on 27 April 2016. As such, the
Operational Risk Department, under the responsibility of the Group
Risk Department, reports to the Group Risk Management
Committee for the creation and implementation of procedures for
managing and monitoring operational risks.

As part of monitoring any type of risks associated with operations
(volume V of the decree of 3 November 2014), the main missions of
the Operational Risk Department are:

» to establish the framework: establish operational risk policy and
governance for La Banque Postale Group, define operational
risk management standards, methods and tools and ensure
their operational application (supervision of the OR function);

» monitoring: identify the major risks of La Banque Postale Group,
monitor and report on the effectiveness of the systems in place
to manage those risks;

» to provide support: help the actors of the division with the
implementation and supervision of the system within the
entities of LaBanque Postale, contribute to building their
professionalism;

» to anticipate future threats: identify and model low frequency
high impact scenarios, identify weak signals;

» ensure proper compliance, within the La Banque Postale Group,
with the rules, standards and methods defined in terms of the
management of operational risks.

The organisational framework of the operational risk set up within
the Group is based on the principles defined in the Risk
Management Policy of the Group Risk Division Charter.

The organisation of the operational risk management is structured
around the following actors:

» internal actors of the Group Risk Department:

- Group Risk Manager of the Operational Risk Department, 1SS
and BCP/SPP,

- the Risk Managers, ISS correspondents and Business Continuity
Plan (BCP) correspondents dedicated to risk management
activities within  the internal entities (Retail Banking
Department, Companies and Territories Department, Corporate
and investment bank, Finance Department, Banking Network IT

Systems  Department, Payments Department, Operations
Department, Human  Resources  Department, Digital
Department) and the subsidiaries (LaBanque Postale

Financement, SOFIAP, BPE, LaBanquePostale Leasing &
Factoring, Ma French Bank, KissKissBankBank, Easybourse,
La Banque Postale Immobilier Conseil, Transactis, Ezyness);

» actors external to the Group Risk Department, Heads of the
non-banking divisions (La Banque Postale Asset Management,
Insurance Unit) and the Head of Operational Risk Management
of the La Poste Network;

» 165.5 FTE made up this organisation et end-December 2019.
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The operational risk management procedures rely upon the
principal of the empowerment of the businesses in the
identification, measurement, hedging and monitoring of their risks.

The management framework for operational risk is set by the
Operational Risk Department which guarantees its implementation
and compliance throughout La Banque Postale Group’s business
lines and the entities working in the name of and on behalf of
La Banque Postale, via the Operational Risk unit.

With respect to the risk of non-compliance, the definition and
implementation of risk management systems is the responsibility
of the Compliance Department.

The Operational Risk Department is responsible for ensuring that
the risks are included in a map which is updated annually at least
and are classified based on a dual probability/impact axis in order
to determine their criticality (low, moderate, major or critical). The
Risk Committee of the Supervisory Board approves the impact
measurement thresholds and the frequency of critical and major
risks for La Banque Postale Group.

The description of the operational risk management system is
provided in Section 4.6 Operational risks of this document.

4.3.4.6 Non-compliance risk system

The procedure for managing the risk of non-compliance, like that
for operational risks, relies upon the principal of giving the
businesses the responsibility for the identification, measurement,
hedging and monitoring of their risks.

In terms of controlling the non-compliance risk (excluding
AML/CFT), La Banque Postale has set up a group system to take
account of its subsidiaries.

The system is based on an organisation defined in the Compliance
Charter of the LaBanque Postale Group around a division of
correspondents within the different subsidiaries.

This division, steered and run by the Compliance Department, and
the Customer Protection and Ethics Department, carries out the
main non-compliance risk management tasks via:

» the monitoring of the sales and professional documentation;

» the governance of products, notably with the review of new
products and significant transformations, in accordance with
the decree of 3 November;

» theidentification and monitoring of the non-compliance risks of
the entity;

> the analysis of their complaints;
» their “Customer protection” questionnaire.

This system also includes the ethics, and anti-corruption themes
and, for the subsidiaries concerned, the compliance of
investment services. The Compliance Department also steers all
of the anti-money laundering/combating the financing of
terrorism measures.

Beyond these formal review, the correspondents are regularly
invited by the Customer Protection and Ethics Department to
coordination meetings, to ensure the sharing and flow of
information, and annually to a compliance seminar.
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The description of the risk management system is provided in
Section 4.8 Other risks - 4.8.2 Non-compliance risk and permanent
control of this document.

4.3.4.7 Risk control system

Since January 2018 the Permanent Control Department reports to
the Group Risk Department

It is in charge of carrying out the second level controls of
operational risks including the risks of non-compliance across the
entire scope of the Group.

It is also in charge of the second level controls of the centralised
functions of the Group Risk Department, and to this end:

» it ensures that the controls are performed periodically by the
entities in accordance with their defined control plan and
provides a summary to the Head of Group Risks;

» identifies and validates with the GRD the sensitive processes
subject to a second-level control, independently of the
operational teams;

» follows the action plans implemented to hedge risks identified
by the internal and external control bodies.

It also contributes to first level controls, particularly through the
transfer of risk and control indicators, in addition to levell
reporting tools defined in close collaboration with the other
divisions of the Group Risk Department.

To fulfil its mission of steering the second level control and ensure
its contribution to the first level controls, the Permanent Control
Department:

» for the control of the post offices and LaBanque Postale
Business Centres, supplies, alongside the banking controllers
and their managers, the tools to enable them to carry out their
control duties: control plan, control questionnaires and tools for
the consolidation of combined results, according to the
corresponding level of responsibility of managers;

> is in charge of the administration and maintenance of
La Banque Postale’s control tool (COPIN) for the first and
second level controls;

» performs the targeting and remote controls via indicators and
provides the business lines with first level control indicators in
collaboration with the GRD;

» communicates to the subsidiaries and head office divisions the
recitals with respect to the organisation and methods to be
implemented in order to harmonise the permanent control
tools.

In 2019, the control functions of the business line risk divisions of
the Group Risk Department reported to the Permanent Control
Department.

The Head of Permanent Control has full and complete competence
with regard to the functional and hierarchical supervision of the
unit. These responsibilities specifically involve managing careers in
a manner consistent with the requirements of each organisation.
These responsibilities specifically involve managing careers in a
manner consistent with the requirements of each organisation.
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Two Deputy Heads of Permanent Control are responsible for
managing the two main units:

> since the end of 2016, one Deputy Head is in charge of the
hierarchical management of the Banking Controllers function,
through the heads of Territorial Control. As such, this person is
the point of contact for banking controllers within the
distribution networks and supervises the Banking Controller
function across the Network;

» a Deputy Head of Permanent Control is in charge of the "Tools"
and the "Data Use" units, of permanent control at head office
(for the departements which don't have dedicated Risk and
Control teams), and of coordination with the subsidiaries.

Lastly, the "Design, Steering and Reporting" unit of the Permanent
Control Departement is responsible for the design of effective,
standardised control methodologies within all of the Departements
and Subsidiaries.

This is a functional steering role of all the permanent control
functions of the La Banque Postale Group:
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» The Financial Centre Controllers (vio the Department of
Operational Risks of the network and the Operations
Department, the head of which reports to Deputy Head of
Group Risks);

» Controllers of the entities: Banking Network [T Systems

Department,  Corporate and  Regional  Development
Department, Corporate and investment bank, Finance
Department, ~ Payments  Department,  Retail ~ Banking
Department;

» Controllers of the subsidiaries.

The supervisors of the controllers of the entities and subsidiaries
report to the Deputy Head of Group Risks.

Through this permanent control system, the Bank ensures that
controls are standardised across all Group activities, which allows it
to develop a control plan incorporating all control programmes in a
single document: Network, Financial Centres, IT, Investment
Services, Head Office, and Subsidiaries.
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4.4

44.1

CREDIT AND COUNTERPARTY RISK

Organisation of credit and counterparty risk management

The Group Risk Department reports to the Group Risk Management
Committee on the drafting and implementation of measures for
monitoring and managing credit risks relating to retail and legal
entities in accordance with the decree of 3 November 2014.

It defines the monthly credit risk monitoring indicators approved
by the Group Risk Management Committee.

The Group Risk Department hedges credit risk, i.e., the risk incurred
in the event of the default of a counterparty or of counterparties
considered as a single beneficiary within the meaning of Regulation
(EU) no. 575/2013 of the European Parliament and Council relating
to the prudential requirements applicable to credit institutions and
investment firms (CRR of 26 June 2013), in particular Articles 387 to
403 and 493.

Organisation and management of credit risk

Risk appetite and the Group Risk Management Policy (GRMP) and
the Risk Division Charter are implemented via operational rules for

4.4.2

product risk management by activity/clientéle or business line
counterparty. The risk management rules by type of product and
client take changes at La Banque Postale into consideration. They
are approved by the Risk Management Rules Committee.

The development of the customer base and of products goes hand
in hand with the transformation of the sales network.
La Banque Postale continues to expand credit granting delegations
to the sales teams in accordance with Article 112 of the decree of
3 November. The principle entails that commitment decisions be
taken by the bank’s commercial line with a review by the risk
function when the risk level or financing amount involved requires.
The Risk Unit was completely deployed regionally, and has
regionalised dashboards to monitor and pilot its risk by staying
close to the field. These dashboards are also used at the
centralised level and contribute to the fluidity of exchanges
between the centralised functions and the regional functions of the
Risk Unit.

Quantitative credit risk information

4.4.2.1 Retail customer credit risk

In terms of financing to individuals, the activities conducted by
La Banque Postale Group that give rise to a credit risk include:

» home loans to individuals and to high-net-worth Limited
Property Investment Partnerships (SCls) (La Banque Postale and
its subsidiaries BPE and SOFIAP);

» overdrafts and means of payment granted to individuals
(La Banque Postale and its subsidiary BPE);

» consumer credit (La Banque Postale Financement, BPE);

» the acquisition of loan portfolios in France and other euro zone
countries (“whole loan transactions”).

The retail customer credit business activity is highly concentrated
on France (approximately 97% of outstandings).

Risk management

For retail credit, the Group Risk Department is responsible on
behalf of La Banque Postale Group for:

» defining the rules and tools governing risk-taking and the
management of inherent risks;

» monitoring the effective application of these rules and the
proper functioning of the tools at the Group level, ie.
La Banque Postale SA, La Banque Postale Financement, BPE
and SOFIAP.
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It develops the rules for granting and committing to loans.

The Retail Credit Risk Department directs La Banque Postale’s
Group Retail Credit Committee which is the highest delegating
body within LaBanque Postale Group with respect to granting
loans to individuals.

For management of inherent risk, the Group Risk Department is
responsible for the rules on covering risk, working with the Legal
Department, the Operations Department and the departments
governing provisions for accounts receivable in relation to the
Accounts Department.

Beyond the scope of its own authority, it has these “rules of the
game” approved by the Group Risk Management Committee
(chaired by a member of the Executive Board) or by the Executive
Board, if requested by the Chairman of the Group Risk Management
Committee.

After validation, the Retail Credit Risk Department ensures
implementation and monitors the proper application of these rules
throughout the loan process.

As part of the development of the risk function, the LBPF, BPE and
SOFIAP Heads of Risk now report to the Head of Group Risk.

In compliance with applicable regulations, the Retail Credit Risk
Department guarantees implementation of audit and risk
monitoring procedures and coordinates all necessary related steps.

Monitoring is provided by the Group Risk Management Committee
over the consolidated scope with specific monitoring of each of the
subsidiaries.
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4.4.2.2 Legalentity creditrisk

La Banque Postale’s credit activities in the Legal Entities scope are
on two levels:

» as part of its commercial activity to finance the economy,
La Banque Postale, via its Corporate and Regional Development
Department (DEDT), and its specialised credit division
(La Banque Postale Leasing et Factoring - LBP LF) serves the
following customer segments: Businesses, Professionals, the
Local Public Sector (local communities, public health
institutions, social housing landlords), Associations, and Large
Clients;

» as part of its Corporate and Investment Bank and financial
markets activities, La Banque Postale manages the following
financial instruments: debt securities, undertakings in collective
investment, securitisation funds, derivatives (swaps, capfloors,
options, forex, futures, credit derivatives, foreign exchange
derivatives), repurchase/reverse repurchase transactions, total
return swaps, securitisation (since September 2019).

These activities come in the form of balance sheet and off-balance
sheet commitments (guarantees, collateral, investments of
La Banque Postale’s insurance subsidiaries, un-drawn portion of
loans granted, etc.).

Approval process

The investigation and decision-making process is based on
eligibility conditions, analysis and determination of a financial
score specific to each segment, and in some cases, on the
collection of guarantees.

The aim of the risk management system selected for Legal Entities
financing is to detect risks at every level in each of the business
processes (granting, management, recovery and provisioning). It is
based on the following elements:

» delegation schemes suited to each segment;
» individual and overall risk monitoring.

The financing offered to the different customer segments is
controlled by the:

> Risk Management Policies, validated by the Executive Board via
the Group Risk Management Committee

> Risk Management Rules validated by the Group Risk
Department, via the Risk Management Rules Validation
Committee.
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Investment limits

In investment matters, third parties are systematically rated and
allocated an individual limit which is intended to limit the total
commitment. Where applicable, these individual limits are
supplemented by so-called group limits, which govern exposure to
a group of third parties that are considered as a single beneficiary.

La Banque Postale’s investment policy for Sovereigns, Institutions,
Financial Institutions, Insurance Companies, Large Companies, and
more recently securitisation positions is limited to issuers and
counterparties in the investment grade category, unless authorised
by the Group Risk Department and validated by the Executive
Board (via its Commitment Committee).

Before it can carry out repurchases or forward financial instruments
with financial institutions other than the Housing Financing
Companies (SFH) or Mortgage Credit Companies (SCF) exposing it
to a counterparty risk, La Banque Postale must first ensure that
there is an ISDA or FBF framework agreement with clauses
concerning collateral. The quantitative aspects entered into in such
agreements (instruments concerned, threshold and frequency of
margin calls, exemptions, etc.) are subject to approval by the Group
Risk Department.

The individual limits are supplemented with a set of limits aimed at
limiting the risk of concentration on groups of counterparties
classified according to their geographic area, business segment,
type of activity and internal rating.

The Group Risk Management Committee also validates a list of
authorised countries and a list of authorised currencies.

In the event of significant deterioration of the risk, the issuers and
counterparties concerned are subject to strict monitoring on the
Monitoring List which is reported to the Group Risk Management
Committee.
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4.4.3  Exposure to credit risk

4.4.3.1 Overview of credit risk exposure

Net total and average exposure amounts

Net book value of Average net exposures
exposures at the end of during the financial

(in € millions) the financial period period
Central governments and central banks - -
Institutions -
Corporate -
» Of which: Specialised financing - -
» Of which: SME - -
Retail customers - -
» Exposures secured by real estate - -
» SME - -
» Non-SME - -
> Eligible renewable exposures - -
» Other - retail customers - -
» SME - -
» Non-SME - -
Equities -
Total Nl approach - -
Central governments and central banks 129,465 130,829
Regional governments and local authorities 11,764 11,048
Public sector entities 782 742
Multilateral development banks 46
International organisations 2 1
Institutions 47,580 46,888
Corporate 28,087 26,551
» Of which: SME 4,213 3,434
Retail customers 22,152 20,535
» Ofwhich: SME 1,478 1,060
Exposures secured by mortgages on real estate 25,572 23,280
» Of which: SME 3,060 12,658
Exposures in default 611 624
ltems with particularly high risk 1,311 1,248
Covered bonds 2,949 2,993
Receivables from institutions and companies subject to one of the companies subject to a
short-term credit evaluation , ,
Securities of undertakings for collective investment 434 392
Equities exposure 4,617 4527
Other exposures 3,417 3,663
Total standardised approach 278,740 273,366
TOTAL 278,740 273,366

The data presented in the table above include the effects of Basel
substitution in the classification of exposure: therefore, the
outstandings guaranteed by banking or company sector bodies are
included in the latter categories.

At 31 December 2019, La Banque Postale’s portfolio consisted of
46.4% exposure to central governments and central banks,
including the credit exposure of the Bank to the Caisse des dépots
et consignations as a result of the Centralisation of “regulated”
savings (Livret A, LDDS, etc.).

The other main exposures in the portfolio consist essentially of
La Banque Postale’s traditional core business with €22 billion in
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direct exposure to retail customers (mortgage loan exposure,
consumer credit, current accounts) plus the banking portfolio (€ 47
billion) which consists primarily of the La Banque Postale’s home
loans guaranteed by Crédit Logement (€35 billion). The exposures
secured by real estate include the Dutch home mortgage portfolios
in the amount of €4.2 billion.

Lastly, the significant increase in La Banque Postale’s assets in the
Corporate and Regional and Local Authorities portfolios (€28 billion
and €11.7 billion, respectively), reflecting La Banque Postale’s
growth in this customer segment, should be noted.
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Geographical breakdown of exposure

Net carrying amount

Country

Euro Country Country Country United Country Country Country Other
(in € millions) zone France Germany  Other Americas States Canada  Other Asia Japan  Other regions Total
Central governments and
central banks - - - - - - - - - - - - -
Institutions - - - - - - - - - - - - -
Corporate - - - - - - - - - - - - -
Retail customers - - - - - - - - - - - - -
Equities - - - - - - - - - - - - -
Total Nl approach - - - - - - - - - - - - -
Central governments and
central banks 128,894 119,028 3,136 6,730 358 - 358 - 161 123 38 51 129,465
Regional governments and
local authorities 11,699 11,699 - - 41 - 41 - - - - 24 11764
Public sector entities 782 782 - - - - - - - - - 0 782 LI-
Multilateral development
banks - - - - - - - - - - - - -
International organisations 2 1 - 1 - - - - - - - 0 2
Institutions 45,200 41,486 244 3470 2,046 2,012 34 0 2 2 - 331 47,580
Corporate 27,887 26976 228 683 158 157 1 (0) 2 0 1 40 28,087
Retail customers 22,137 21,802 31 305 1 1 0 0 0 0 0 13 22,152
Retail Exposures secured by
mortgages on real estate 25,552 21932 1 3,619 3 3 0 - 1 1 - 16 25572
Exposures in default 599 594 - 5 0 0 - - - - - 12 611
Items with particularly high
risk 1,276 1,115 - 161 35 35 - - - - - - 1,311
Covered bonds 2,009 1,530 - 479 669 - 669 - 76 45 30 195 2,949
Receivables from
institutions and companies
being evaluated for
short-term credit - - - - - - - - - - - - -
Securities of undertakings
for collective investment 429 297 - 132 - - - - 5 5 - - 434
Equities exposure 4,617 4,462 59 95 - - - - - - - - 4617
Other exposures 3,417 3,417 - - - - - - - - - - 3,417
Total standardised
approach 274,500 255,121 3,698 15,681 3,313 2,208 1,104 0 247 177 70 681 278,740
TOTAL 274,500 255,121 3,698 15,681 3,313 2,208 1,104 0 247 177 70 681 278,740
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Exposure concentration by type of industry or counterparty

Constru-
ction
and
public
Public Current  works/
and  Aeronautics Food Other Other consumer Construc-
Holding related and Agri- and Auto- indus- Other financial goods tion Chemi-
(in € millions) activities authorities defence culture beverages Insurance motive tries  services services (non-food) materials stry

Central
governments and
central banks - - - - - N R , , _ , , R

Institutions - - - - - - R , , R B . R
Corporate - - - - - - - , , , B . ,
Retail customers - - - - - - - , , . ) , ,
Equities - - - - - - - , , , B . ,

Total NI
approach - - - - - - - - - - - R -

Central
governments and
central banks - 123,999 - 1 0 - 1 0 2 354 1 7

Regional
governments and
local authorities - 9,702 - - - - - - 0 - - 123 1

Public sector
entities - 721 - - - - - - - 37 - -

Multilateral
development
banks - - - - - - - R R . , R B

International
organisations - 2 - - - - - - - - B -

Institutions 5 0 0 6 4 0 19 5 93 11,564 6 42 1
Corporate 2,123 234 43 5 189 589 436 252 4,045 922 70 546 89
Retail customers 181 0 1 14 17 0 16 7 191 68 18 54 0

Mortgage ona
property 121 1 0 9 13 - 8 4 260 192 5 46 1

Exposuresin
default 12 2 0 0 0 0 2 2 35 6 0 4 0

[tems with
particularly high
risk 2 - - - - - - - 0 1,007 - - -

Covered bonds - - - - - - - - - 2,949 - - ,

Receivables from

institutions and

companies being

evaluated for

short-term credit - - - - - B R R . B , R R

Securities of

undertakings for

collective

investment - - - - - - - - 177 257 - - -

Equities exposure 61 T2 - - - 3,632 - 0 487 336 - - -
Other exposures - - - - - - - - 3417 - B , .

Total
standardised
approach 2,506 134,733 44 106 223 4,221 482 272 8,709 17,691 101 822 91

TOTAL 2,506 134,733 44 106 223 4,221 482 272 8,709 17,691 101 822 91
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Cos-
metics, Health
personal Media care, Tourism,
care and and social hotels, Trans-
other IT& com- and Tele- restau- port
household Distri- Real Infra- Techno- muni- Phar- Commo- educa- commu- rants, and
products bution Energy estate structure logy Luxury cation Retail macy dities tion nications leisure Logistics Utilities Total
2 3 - 1 1 2 0 2 4,998 - 1 12 - 2 75 0 129,465
- 0 - 1515 244 3 - 0 - - - 134 - 4 31 6 11,764
- - - 25 - - - - - - - - - - - - 782
- - - - - - - - - - - - - - - - YA
7 31 - 257 4 15 0 17 35291 0 9 153 3 24 21 1 47580
12 1,734 20 8,393 538 211 1 91 1,499 64 327 671 558 319 1976 2,062 28,087
10 89 0 596 10 18 0 15 20,673 0 17 76 1 36 38 5 22,152
8 135 - 5328 20 13 0 22 18943 - 11 191 96 114 14 17 25572
0 13 - 53 0 0 0 1 459 0 1 1 0 8 8 0 611
- - - 296 - 4 - - - - - - - - - - 131
- - - - - - - - - - - - - - - - 2,949
- - - - - - - - - - - - - - - - 434
- - - 17 - 12 - - - - - - - - - - 4617
- - - - - - - - - - - - - - - - 3417
40 2,006 20 16,480 818 278 2 149 81,863 64 364 1,239 658 508 2,163 2,090 278,740
40 2,006 20 16,480 818 278 2 149 81,863 64 364 1,239 658 508 2,163 2,090 278,740
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Sector exposures are given for the classifications “Central
governments” or “Institutions” as the data presented in the table
above includes the effects of Basel substitution: therefore, the
outstandings guaranteed by banking or Central government
(FGAS) sector bodies are included in the Individuals sectors.

At 31 December 2019, LaBanquePostale’s credit portfolio
remained very concentrated on the French domestic market
(nearly 92% of its exposure) due to the nature of its historical core
business (financing of retail customers in France).

La Banque Postale’s international exposure was concentrated in
the eurozone countries (7% of exposure for €19.4 billion) notably
primarily attributable to its holding of sovereign debt, banking
securities and securities of major European companies, as well as
to the Dutch home mortgage portfolios (€4.2 billion).

With respect to the sector allocation of the Corporate exposure, at
31 December 2019, LaBanquePostale’s portfolio was well

Exposure maturities

diversified, beyond the concentrations inherent to its traditional
core business.

The composition of LaBanque Postale’s Corporate portfolio
reflects its recent history in financing this type of clientéle:

» with a substantial share of the financing in the property sector
tied to the (relative) age of the La Banque Postale’s property
leasing and mortgage loan activities;

» with another substantial share in the Transport sector (7%
exposure), a reflection of the development of the
La Banque Postale’s  Asset and Project Financing and
equipment leasing businesses;

» and lastly, a significant weight in sectors which include the
largest French groups: (Utilities - 7.3%-, Construction - 1.9%-,
Retail - 6.1%, etc.).

Net Exposure Value

>1lyear<= No maturity

(in € millions) on request <=1year Syears >5years state Total
Institutions - - - - -
Corporate - - - - -
Retail customers - - - - -
Equities - - - - -
Total Nl approach - - - - - -
Central governments and central banks 67,606 4,931 10,270 25,401 21,256 129,465
Regional governments and local authorities 695 2,449 1,047 7,572 0 11,764
Public sector entities 232 33 66 448 2 782
Multilateral development banks - - - - -
International organisations - - - 2 - 2
Institutions 115 475 9,414 37,076 500 47,580
Corporate 2,372 4,178 8,215 13,120 202 28,087
Retail customers 65 391 3,850 17,507 338 22,152
Mortgage on a property 7 87 1,948 23,530 - 25,572
Exposures in default 35 8 I 476 15 611
ltems with particularly high risk - 6 165 1,140 - 1,311
Covered bonds - 890 1,627 431 2,949
Receivables from institutions and companies being

evaluated for short-term credit - - - - - -
Securities of undertakings for collective investment - - - 277 157 434
Equities exposure - - - - 4617 4617
Other exposures - - - 2,042 1,375 3,417
Total standardised approach 71,127 13,449 36,679 129,025 28,460 278,740
TOTAL 71,127 13,449 36,679 129,025 28,460 278,740

The data presented in the table above include the effects of Basel
substitution in the classification of exposure: therefore, the
outstandings guaranteed by banking or company sector bodies are
included in the latter categories.

At 31 December 2019, the distribution of LaBanque Postale’s
exposure based on residual maturity reflected its historical
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financing of retail customers and the collection of regulated
savings centralised with the Caisse des dépots et consignations. As
a result 52% of the LaBanque Postale’s exposure to central
governments and banks is considered to be “on request”.
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4.4.3.2 Breakdown of exposures in default

Credit quality of exposures by exposure categories and instrument

Gross book values Allowances Net value
for creditrisk ——
Exposures Specific General Totalbalance adjustments
Exposures in notin credit risk credit risk sheet over the
(in € millions) default default- adjustments adjustments withdrawals period at+b+c-d
1 Central governments and central banks
2 Institutions - - - - - -
3 Corporate - - - - -
4 Of which: Specialised financing - - - - - - -
5 Of which: SME - - - - - - -
6 Retail customers - - - - -
7 Exposures secured by real estate - - - - - - -
8 SME - - - - - - -
9 Non-SME - - - - - - -
10  Eligible renewable exposures - - - - - - -
11 Other - retail customers - - - - - - -
12 SME - - - - - -
13 Non-SME - - - - - -
14 Equities - - - - - -
15  Total Nl approach - - - - - - -
16 Central governments and central banks - 124,001 2 - 16 (16) 123,999
Regional governments and local
17 authorities - 9,685 - - - - 9,685
18  Public sector entities - 735 1 - 0 (1) 734
19 Multilateral development banks - - - - - -
20 International organisations - 2 - - - - 2
21 Institutions - 11,920 T - - 1 11,913
22 Corporate - 28,358 93 - 2 84 28,265
23 Ofwhich: SME - - - - - - -
24 Retail customers - 64,567 192 - 40 53 64,376
25  Ofwhich: SME - - - - - - -
Exposures secured by mortgages on
26 realestate - 25,572 - - - - 25,572
27 Of which: SME - - - - - - -
28  Exposuresin default 1,462 - 578 - - - 884
29 Itemswith particularly high risk - 1,311 - - - - 1,311
30  Covered bonds - 2,949 - - - - 2,949
Receivables from institutions and
companies being evaluated for
31 short-term credit - - - - - -
Securities of undertakings for collective
32 investment - 434 - - - - 434
33 Equities exposure - 5,202 1 - - 0 5,201
34 Otherexposures - 3,417 0 - - (0) 3,417
35 Total standardised approach 1,462 278,152 874 - 58 120 278,740
36 TOTAL 1,462 278,152 874 - 58 120 278,740

37 Ofwhich: Loans - - - - _ -
38  Ofwhich: Debt securities outstanding - - - - -
39  Ofwhich: Off-balance sheet exposures - - - - -

Unlike the previous tables presented, the data shown in the table above does not include the Basel substitution effects in the classification
of exposures and thus allows for the exposures in default post-provisioning to be visualised.
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Credit quality of loans and advances by business sector

Gross carrying amount Cumulative
negative changes in
Non-performing fair value due to
Of which loans and credit risk on
advances subject to Cumulative non-performing
(in € millions) Of which defaulted impairment impairment exposures
Private individuals - - - - - -
Holding activities 1,534 4 4 4 4 -
Public and related
authorities 14,116 0 0 0 0 -
Aeronautics and
defence 43 0 0 0 0 -
Agriculture 33 0 0 0 0 -
Food and beverages 174 1 1 1 1 -
Insurance 1,045 0 0 0 0 -
Automotive 408 2 2 2 2 -
Other industries 208 2 2 2 2 -
Other services 993 8 8 8 8 -
Other financial
services 3,591 1 1 1 1 -
Current consumer
goods (non-food) 81 0 0 0 0 -
Construction and
public
works/Construction
materials 629 4 4 4 4 -
Chemistry 87 0 0 0 0 -
Cosmetics, personal
care and other
household products 15 0 0 0 0 -
Distribution 1,414 19 19 19 19 -
Energy 20 - - - - -
Real estate 12,547 49 49 49 49 -
Infrastructure 482 1 1 1 1 -
IT & Technology 158 0 0 0 0 -
Luxury 1 0 0 0 0 -
Media and
communication Lz 1 1 1 1 -
Pharmacy 4 0 0 0 0 -
Commodities 263 0 0 0 0 -
Health care, social
and education 530 1 1 1 1 -
Telecommunications 646 0 0 0 0 -
Tourism, hotels,
restaurants, leisure 400 11 11 11 11 -
Transport and
Logistics 1,170 21 21 21 21 -
Utilities 2,364 0 0 0 0 -
Not allocated 1,671 0 0 0 0 -
TOTAL 44,723 124 124 124 124 -

Unlike the other table shown above the scope of information presented is specific to non-financial companies only.
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Quality of non-performing exposures by region

Gross carrying amount/nominal amount Provisions Cumulative

relating to off negative

Non-performing balance sheet changes in fair

commitments  value due to

of which and financial  credit risk on

Oof which subject to Cumulative collateral non-performing

(in € millions) defaulted impairment impairment given exposures
BALANCE SHEET EXPOSURES 249,387 853 853 853 (833) 0 0
Euro zone 245,762 841 841 841 (816) 0 0
France 227,165 837 837 837 (805) 0 0
Germany 3,643 0 0 0 (1) 0 0
Other 14,954 5 5 5 9 0 0
Americas 2,702 0 0 0 (1) 0 0
United States 1,598 0 0 0 (1) 0 0
Canada 1,104 0 0 0 0 0 0
Other 0 0 0 0 0 0 0
Asia 247 0 0 0 0 0 0
Japan 177 0 0 0 0 0 0
Other 70 0 0 0 0 0 0
Other geographical regions 677 12 12 12 (16) 0 0
OFF-BALANCE SHEET EXPOSURES 29,354 31 31 31 0 (41) 0
Euro zone 28,738 31 31 31 0 (41) 0
France 27,956 31 31 31 0 (40) 0
Germany 56 0 0 0 0 0 0
Other 27 0 0 0 0 0 0
Americas 611 0 0 0 0 0 0
United States 611 0 0 0 0 0 0
Canada 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0
Asia 0 0 0 0 0 0 0
Japan 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0
Other geographical regions 5 0 0 0 0 0 0
TOTAL 278,740 884 884 884 (833) (41) 0

Unlike the previous tables presented, the data shown in the table above does not include the Basel substitution effects in the classification
of exposures and thus allows for the exposures in default post-provisioning to be visualised.
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4.4.4  Credit risk-weighted assets

Standardised approach

Exposure categories

Weighting

(in € millions) 0%

2% 4% 10%

20%

35% 50%

Central governments and central banks 128,420
Regional governments and local authorities -
Public sector entities -
Multilateral development banks -
International organisations 2
Institutions 71
Corporate -
Retail customers -
Exposures secured by mortgages on real estate -
Exposures in default -
Exposures with particularly high risk -
Covered bonds -

Institutions and companies being evaluated for
short-term credit -

Securities of undertakings for collective investment -
Equities -
Other items 1,168
TOTAL 129,660

2 = 2,948

50
9,990
707

38,090
2,105

50,942

- 40
- 7,032
- 8,082

20,614 3,281

20,614 18,435
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Weighting Other Deducted
70% 75% 100% 150% 250% 370% 1,250% Other Deducted
R R 3 R - - - - - 128,473 -
R R 0 R - - - - - 9,990 -
- - 13 - - - - - - 759 -
- - - - - - - - - 2 -
- - 13 - - - - - - 45,208 -
- - 13,559 976 - - - - - 24,722 -
- 15,008 - - - - - - - 15,008 -
- - 1,622 - - - - - - 25,518 -
- - 489 80 - - - - - 568 -
- - - 1,246 - - - - - 1,246 -
R R - R - - - - - 2,948 -
- - 398 - - - - - - 398 -
- - 4,297 - 318 - - - - 4,615 -
- - 2,249 - - - - - - 3,417 -
- 15,008 22,644 2,302 318 - - - - 262,873 -

La Banque Postale | 2019 Universal Registration Document 135



BANQUE POSTALE GROUP - PILLAR Ill INFORMATION
CREDIT AND COUNTERPARTY RISK

4.4.5 Exposuresin default, renegotiated exposures and adjustments
for credit risk

Quality of credit of renegotiated exposures

Accumulated impairment,

accumulated negative Sureties and financial
Gross carrying amount/nominal amount of renegotiated  variations in fair value dueto  guarantees received for the
exposures credit risk and provisions renegotiated exposures
Renegotiated non-performing Oof which
sureties and
financial
guarantees
On On received for
renegotiated renegotiated renegotiated
Renegotiated Oof which Of which, performing non-performing non-performing
(in € millions) performing defaulted amortised exposures exposures exposures
Loans and advances 75.79 357.71 357.71 357.71 (1.10) (165.39) 131.76 92.43
Central banks 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Public authorities 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Credit institutions 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other financial
companies 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Non-financial
companies 581 57.54 57.54 57.54 (0.01) (29.67) 29.63 24.43
Households 69.98 300.17 300.17 300.17 (1.09) (135.72) 102.12 68.01
Debt securities 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Loan commitments
given 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
TOTAL 75.79 357.71 357.71 357.71 (1.10) (165.39) 131.76 92.43
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Credit quality of performing and non-performing exposures by days late

Gross carrying amount/nominal amount

Performing exposures Non-performing exposures
Payment
unlikely,
Notin but not in
arrears arrears
orin Inarrears orin Inarrears Inarrears Inarrears Inarrears Inarrears
arrears >30days arrears >90days >180days >1year >2years >5days Inarrears Ofwhich
(in € millions) =30days =90days =90days <180days =lyear =2years =5years =7years >7years defaulted
Loans and
advances 204,963 204,314 649 0 780 126 161 138 146 18 5 1,374
Central banks 21,245 21,245 00 0 0 0 0 0 0 0 0
Public
authorities 76,791 76,474 317 0 0 0 0 0 1 0 0 1
Credit
institutions 3,141 3,140 1 0 0 0 0 0 0 0 0 0
Other financial
companies 7,552 7,552 0 0 0 0 0 0 0 0 0 0
Non-financial
companies 24,714 24,513 200 O 156 6 32 26 5 0 0 225
Of which, SMEs 11,545 11,449 9% 0 47 3 22 4 1 0 0 76
Households 71,521 71,389 131 0 624 120 130 112 140 18 5 1,148
Debt securities
outstanding 28,074 28,074 0 0 0 0 0 0 0 0 0 0
Central banks 0 0 0 0 0 0 0 0 0 0 0
Public
authorities 25,135 25,135 0 0 0 0 0 0 0 0 0 0
Credit
institutions 1,381 1,381 0 0 0 0 0 0 0 0 0 0
Other financial
companies 877 877 0 0 0 0 0 0 0 0 0 0
Non-financial
companies 680 680 0 0 0 0 0 0 0 0 0 0
Off-balance
sheet exposures 47,388 0 30
Central banks 2,130 0 0
Public
authorities 6,018 0 0
Credit
institutions 17,536 0 0
Other financial
companies 2612 0 0
Non-financial
companies 7,885 0 3
Households 11,207 0 27
TOTAL 280,426 232,388 649 0 780 126 161 138 146 18 5 1,404
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Sureties and

Accumulated impairment, accumulated financial
negative variations in fair value due to credit guarantees
Gross carrying amount/nominal amount risk and provisions received
Non-performing
exposures -
accumulated
impairment, Total
accumulated partial
Performing exposures  negative variations balance
-accumulated  in fair value dueto sheet
Non-performing impairment and creditriskand  with- On
Performing exposures exposures provisions provisions drawals On  non-
perfor- perfor-
of of of of of of of of ming  ming
which, which, which, which, which, which, which, which, expo- expo-
(in € millions) stepl step2 step2 step3 stepl step2 step2 step3 sures sures
Loans and advances 204,963 201,889 3,074 17374 0 1374 (243) (97) (147) 580 0 (580 (41) 65,115 469
Central banks 21,245 21,245 0 0 0 0 0 0 0 0 0 0 0 0
Public authorities 76,791 76,790 1 1 0 1 (1) (1) 0 0 0 0 0 264
Credit institutions 3141 3141 0 0 0 0 (1) (1) 0 0 0 0 0 78
Other financial companies 7,552 7,535 17 0 0 0 2) (1) (1) 0 0 0 0 347
Non-financial companies 24,714 23,873 840 225 0 25 (77) (38) (39) (116) 0 (116) 0 12,456 66
Of which, SMEs 11,545 11,235 310 87 0 87 (36) (23) (13)  (26) 0 (26) 0 5500 25
Households 71,521 69,305 2216 1,148 0 1,148 (162) (56)  (106) (464) 0 (464) (41) 51,970 403
Debt securities
outstanding 28,074 28,043 31 0 0 0 (6) 3) 3) 0 0 0 0 0 0
Central banks 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Public authorities 25135 25135 0 0 0 0 (1) (1) 0 0 0 0 0 0 0
Credit institutions 1,381 1,381 0 0 0 0 0 0 0 0 0 0 0 0 0
Other financial companies 877 876 1 0 0 0 (1) (1) 0 0 0 0 0 0 0
Non-financial companies 680 650 31 0 0 0 (4) (1) (3) 0 0 0 0 0 0
Off-balance sheet
exposures 47,388 46913 475 30 0 30 39 25 14 1 0 1 0 0
Central banks 2,130 2,130 0 0 0 0 0 0 0 0 0 0 0 0
Public authorities 6,018 6,018 0 0 0 0 1 1 0 0 0 0 0 0
Credit institutions 17,536 17,436 100 0 0 0 0 0 0 0 0 0 0 0
Other financial companies 2,612 2,604 8 0 0 0 0 0 0 0 0 0 0 0
Non-financial companies 7,885 7,706 179 3 0 3 10 5 5 0 0 0 0 0
Households 11,207 11,018 188 27 0 27 28 20 9 1 0 1 0 0
TOTAL 280,426 276,845 3,581 1,404 0 1,404 (210) (74) (136) (579) 0 (579) (41) 65,115 469

The data shown in the tables above differ from the other tables, as the methodology applied is based in book values as declared in the
published financial statements (FINREP). The other tables are based on the book values as declared in the prudential consolidation scope.

Change in the balance of adjustments for general and specific credit risks (EU CR2-A)

Cumulative amount of

Cumulative amount of

(in € millions) adjustments for specific credit risk adjustments for general credit risk
INITIAL BALANCE 768 =
Increases due to amounts provisioned for probable losses on loans during

the financial year 332

Decreases due to amounts reversed for probable losses on loans during

the financial year (226)

Decreases in the inventory of adjustments for credit risks -

Transfers between adjustments for credit risks -

Business combinations including acquisitions and disposals of subsidiaries -

Other adjustments -

CLOSING BALANCE 874 0

The data presented in the table above corresponds to a prudential vision of the Expected Credit Losses (ECL) calculated by the Group Risk
Department, in accordance with the new IFRS 9 standards that entered into force on 1 January 2018.
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4.4.6.1 Creditrisk mitigation system

La Banque Postale minimises its credit risk. To do so, in addition to
the quality of the file and of the counterparty which are essential to
decision-making, the Bank seeks guarantees to limit its losses in
the event the counterparty defaults.

For this purpose, La Banque Postale has a database of guarantee
types, standards and rules governing the selection of the
guarantors it will accept.

La Banque Postale relies on a Guarantor Referencing Committee
for retail credit risk. A TARC committee will be set up in 2019 for the
other segments. The two committees manage the eligibility of the
guarantees taken by La Bank Postale and monitor them.

To mitigate home loan risk:

The general principle is that any financing must be 100% covered
by a guarantee, which provides an adequate level of cover that
complies with the Group Risk Management Policy, namely:

» a first (or equivalent) mortgage security: moneylender’s
privilege, conventional mortgage, mortgage pledge granted by
a third party as guarantee of a borrower’s debt;

» a pledge of financial products (life insurance policies, securities
accounts, REIT units) in compliance with the loan amount
covered by the pledged savings, as specified in the general
terms and conditions for granting loans, depending on the type
of investments pledged (equity, bonds, monetary, etc.);

> a guarantee provided by a body authorised and pre-approved
by La Banque Postale’s Guarantor Referencing Committee.

By way of exception to the preceding principles, some small home
improvement loans are granted with no guarantee.

Bridging loans can be granted without or with lesser guarantees, if
the sale agreement or the promise of sale for the asset that is the
subject of the loan has been signed, and the conditions precedent
favouring the buyer of the asset have been lifted. In such a case,
La Banque Postale can take a simple pledge of mortgaged assets
(PAH) on the asset to be sold.

If the quality of the file so justifies, La Banque Postale may grant a
non-guaranteed loan, provided that all the non-guaranteed loans
granted to the same customer together do not exceed the limit
fixed by the terms and conditions for granting loans.

If the quality of the file so justifies, La Banque Postale may accept a
guarantee from an individual as the principal guarantee, within the
limits fixed by the terms and conditions for granting loans.

The realisation value of home loan security rights is subject to a
quarterly review based on updated notarised indices.

However, the quality of the guarantee doesn’t justify the granting of
a loan.

La Banque Postale uses three main organisations/collaterals:
1. Crédit Logement,

2. Fonds de cohésion sociale (FGAS),

3. Nationale Hypotheek Garantie (NHG).

To reduce credit risk on part of the commitments
guaranteed by the FGAS facility:

Pursuant to the decision of the ACPR college of 19 June 2014 taking
into account the specific characteristics of the FGAS guarantee
facility, the prudential treatment under the CRR of the outstandings
guaranteed by the FGAS for institutions using the standard
approach for measuring credit risk is the following:

For the generations after 2007, 50% of the guarantees received
from the State can be taken into account by the institutions on the
condition of a loss experience below the applicable reference
thresholds.

To reduce credit risk on part of the Dutch home
mortgage portfolios:

The WEW (Waarborgfond Eigen Woningen/housing guarantee fund)
an organisation backed by the Dutch government which manages
the NHG public guarantee system (rated AAA), covers 90% of the
final loss.

To mitigate consumer credit risk

Consumer loans are generally granted without guarantees or
collateral. Some consumer loans can be subject to a guarantee or
pledge.

Risk mitigation technique for commercial banking
activities in the commercial banking market for
legal entities

In the area of guarantees and credit risk mitigation techniques for
legal entities, La Banque Postale relies on the following principles:

> guarantees are “credit risk mitigators”; their role is to limit
La Banque Postale’s loss in the event of a borrower default
(LGD);

> any commitment must be covered by a guarantee except where
risk management rules provide otherwise;

> the guarantees taken must comply with the risk management
rules: be legally approved and managed by operational entities;

» insofar as possible, security rights must be qualify in prudential
terms. However, this is not compulsory. Some guarantees do
not lead to a reduction in equity requirements but secure the
transaction for the lender.
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Risk mitigation technique for its market activities

With respect to the Credit Risk mitigation technique for market
activities, the LaBanque Postale Group standard calls for the
inclusion of collateral from repo transactions as securities when the
following eligibility criteria are met:

» sufficiently liquid asset included in the list of CRR assets
(Article 194.3);

> right to liquidate (Article 194.4);

» match between the credit quality grade (CQS) and the
assessments of the external organisation (Article 197.1).

La Banque Postale has implemented internal eligibility criteria as a guarantee for repo agreement transactions.

A TARC Committee, which will be implemented in 2019, will be responsible for approving the eligibility of collateral with respect to

regulations and its implementation in the Group standard.

4.4.6.2

ARC techniques - Overview

Quantitative information on credit risk mitigation techniques

Exposures Exposures

Unsecured Guaranteed Exposures guaranteed guaranteed

exposures - exposures - guaranteed  with financial with credit

(in € millions) Book value Book value with sureties guarantees derivatives

Total loans 141,254 43,550 23,670 458 -

Total debt securities 66,234 2,438 433 704 -

Total exposure 207,487 45,987 24,104 1,162 -
Of which defaulted 395 273 208 8

Unsecured exposures include exposures to centralised savings with the Caisse des dépdts et consignations (CDC) for €67 billion.

Standardised approach - Credit risk exposure and effect of ARC measures

Pre-FCEC and ARC exposures

Post-FCEC and ARC exposures RWA and RWA density

Balance sheet  Off-balance Balance sheet  Off-balance Density of
(in € millions) amount sheet amount amount sheet amount RWA RWA
Exposure categories
Central governments and central banks 122,572 1,427 127,927 546 13 0.0%
Regional governments and local authorities 5,843 3,842 7,605 2,385 1,986 19.9%
Public sector entities 635 99 680 78 174 22.9%
Multilateral development banks
International organisations 2 - 2 -
Institutions 8,353 3,560 42,259 2,949 11,112 24.6%
Corporate 19,791 8,474 19,636 5,085 19,304 78.1%
Retail customers 53,275 11,101 12,803 2,205 11,011 73.4%
Exposures secured by mortgages on real estate 25,139 433 25,085 433 10,348 40.6%
Exposures in default 853 31 564 4 608 107.0%
Exposures with particularly high risk 1,001 310 937 310 1,863 149.4%
Covered bonds 2,949 - 2,948 - 295 10.0%
Institutions and companies being evaluated for short-term
credit - - - -
Securities of undertakings for collective investment 431 3 39 3 398 100.0%
Equities 5,129 2 4,543 2 5,091 110.3%
Otheritems 3,417 - 3,417 - 2,249 65.8%
TOTAL 249,387 29,354 248,800 14,073 64,453 25%

At 31 December 2019, the average weighting of La Banque Postale’s
credit portfolio was 25% using the standardised method. This
reflects the very moderate level of risk of its portfolio which consists
primarily of sovereign exposures with a preferential weighting of
0% (CRR Article 114-4), bank exposures with good ratings and home
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loans backed by organisations such as Crédit Logement, which are
also of high credit quality.

However, the increasing level of Corporate exposures should be
noted given La Banque Postale’s significant growth in this market.
These exposures receive less favourable weightings using the
standardised approach, at equal rating.
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Use of external credit rating agencies

La Banque Postale calls on external ratings agencies in the context
of its legal entity customer credit activities. In 2019, five external
organisations were used by LaBanquePostale in 2018 to
determine the external ratings used for counterparties: Standard &
Poor’s, Moody'’s, Fitch, DBRS and FIBEN.

These five ratings agencies are consulted in order to determine the
credit quality level that applies to each counterparty. In accordance

4.4.8 Counterparty risk

with current regulations, the level used to assess credit risk is the
second most unfavourable rating in the event that there is no
consensus between the five agencies.

The EBA’s prudential correspondence tables are applied in order to
determine the credit risk weightings using the standardised
method of valuing risk-weighted assets.

4.4.8.1 Definition and management

framework

Counterparty credit risk is primarily the result of transactions on
forward financial instruments. Exposure is assessed via the present
value method.

Counterparty risk is generated by all derivative products held in
La Banque Postale banking or trading portfolios. This risk is always
calculated when the BFI (Corporate and Investment Bank) enters
into an International Swaps and Derivatives Association (ISDA) or
French Banking Federation (FBF) derivatives contract with a third
party. The scope of types of options, as currently defined, that
generate a counterparty risk is as follows:

» credit derivatives;

This risk is limited by the fact that the transactions mainly take
place with top-tier financial institutions and that they are
systematically performed as part of agreements that make
provision for clearing agreements with regular margin calls.
Furthermore, most of the instruments involved are “plain vanilla”
swaps.

Counterparty risk is also generated by all security loans/borrowings
(orequivalent) held in La Banque Postale portfolios, namely:

» repurchase and reverse repurchase agreements (repo and
reverse repo transactions), which generally have underlying
bonds, and may be covered by GMRA (Global Master
Repurchase Agreement) or FBF (Fédération Bancaire Frangaise)
contracts. The principal leg (i.e. negotiated at the start of the
transaction) of these agreements is the cash leg. The securities
leg(s) therefore forms the collateral in these transactions;

» forwards;

> X ds: The residual risks are subject to limits and are periodically
orwaras, monitored by the Corporate, Public Sector and Institutional Credit

> options; Risk Department.

> swaps.

4.4.8.2 Exposure to counterparty risk

Analysis of exposure to counterparty credit risk by approach

Cost of
replacement/ Potential Effective Value
Current  and future anticipated exposed to
Notional market credit positive risk
(in € millions) amounts value exposure exposure Multiplier post-ARC RWA
Of which method using market prices - 6,971 1,051 6,009 1,672
Initial exposure -
Standardised approach
IMM (for derivatives and SFT)
Of which securities financing transactions - 5,127 1,369
Of which derivatives and deferred settlement
transactions - - - - - 882 303
Of which resulting from a multiproduct clearing
agreement - 1,002 359
Financial collateral simple method (for SFTs) -
Financial collateral simple method (for SFTs) - - 6,009 1672
VaR for SFTs - -
TOTAL - - - - - - 1,672
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Exposure to central counterparties

Weighting
Oof which
(in € millions) 0% 2% 4% 10% 20% 50% 70% 75% 100% 150% Other Total notrated
Exposure categories
Central governments and central
banks 2 - - - - - - - - - 2 -
Regional governments and local
authorities - - - - 30 - - - - - 30 -
Public sector entities - - - - - - - - - - - -
Multilateral development banks - - - - - - - - - - - -
International organisations - - - - - - - - - - - -
Institutions - 2420 - - 1251 1870 - 36 - - 5577 2,096
Corporate - - - - 1 42 - 319 37 - 399 288
Retail customers - - - - - - - - - - - -
Institutions and companies being
evaluated for short-term credit - - - - - - - - - - - -
Other items - - - - - - - - 0 - 0 0
TOTAL 2 2,420 - - 1,283 1,912 - 355 37 - 6,009 -
Central counterparties are grouped with institutions from a prudential standpoint.
Exposure to central counterparties
Value exposed to
(in € millions) post-ARC risk RWA
Exposures to QCCP (total) - 55
Exposure to transactions with qualifying central counterparties (to the exclusion of initial margins
and contributions for default funds); of which 2,398 48
(i) OTC derivatives 302 6
(ii) Listed derivatives - -
(ifi) SFTs 2,096 42
(iv) All clearing in which multiproduct clearing has been approved 434 138
Segregated initial margin 1,876 -
Non-segregated initial margin 2 0
Contributions to pre-funded default funds 39 7
Alternative calculation method of the capital requirement for exposure - -
Exposures to non-QCCP (total) - 1
Exposure to transactions with non-qualifying central counterparties (to the exclusion of initial
margins and contributions for default funds); of which - -
(i) OTC derivatives - -
(if) Listed derivatives 1 1
(iii) SFTs - -

(iv) All clearing in which multiproduct clearing has been approved
Segregated initial margin

Non-segregated initial margin

Contributions to pre-funded default funds

Contributions to non-funded default funds
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Current credit

fair value or exposure after Guarantees Net credit

(in € millions) net book value Netting gain netting held exposures

Derivatives 2,947 978 1,795 802 993

SFTs 19,186 17,775 5,166 - 5,166

Multiproduct netting - - - B B

TOTAL 22,133 18,753 6,961 802 6,159
Collateral used in derivative contracts Collateral used in SFTs

Fair value of the collateral Fair value of the collateral Fair value of Fair value of

received given the the

collateral collateral

(in € millions) Segregated Non-segregated Segregated Non-segregated received given

e 539 - 523 - 32,511 26,979

TOTAL 589 - 525! - 32,511 26,979

Exposures to credit derivatives

Hedges based on credit derivatives

Protection Other credit
(in € millions) purchased Protection sold derivatives
Notional amounts
Single-signature CDS 3,710 - -
Indexed CDS - - -
Total return swaps - - -
Credit options - - -
Other credit derivatives - - -
Total notional amounts 3,710 - -
Fair values 42 - -
Positive fair value (assets) 42 - -

Negative fair value (liabilities)

La Banque Postale | 2019 Universal Registration Document 143



BANQUE POSTALE GROUP - PILLAR Ill INFORMATION
CREDIT AND COUNTERPARTY RISK

4.4.9  Securitisation

La Banque Postale has €10 millions in exposure to securitisation as The other investments in this asset class were brought to
defined in regulations. La Banque Postale when it was created in 2006 and have been
managed in run-off since then. These other investments account

An investment in securitisation units was made en 2012; the Y
for a non-significant level of exposure.

underlying assets are receivables outstanding from Italian
pharmacies. The securitisation portfolio is of good quality: the
tranche in which La Banque Postale invested in 2012 has received a
top tier rating.

Bank portfolio securitisation exposures

(in € millions) Classic Synthetic Total

Total “retail” - - -

Of which residential property receivables - - -
Of which credit cards - . _
Of which other retail customer exposures - - -
Of which re-securitisation - . _
Total “wholesale” - - -

Of which loans to companies - - B
Commercial property receivables - - -
Property leasing and receivables - . _
Other wholesale customer exposures 10 - 10
re-securitisation - , ,

Bank portfolio securitisation exposures

Value of exposures (by RWA (by regulatory Capital requirements after
Value of exposures (by risk weighting band) regulatory approach) approach) cap
100%- AFN AP AS/ AFN AP AS/ AF AP AS/
(in € millions) <20% 20-50% 50-100% 1,250% 12.5 NI NI APS 1,250% NI NI APS 1,250% NI NI APS 1,250%
Total exposure - - - - - - - - . _ N . _ B ) .
CLASSIC
SECURITISATION - - - - - - - - - - R - R , , -
Of which
securitisation - - - - - - : - . R . - - _ _ R
Of which
underlying retail - - - - - - - - . , , . - B} B} ,
Of which wholesale 4 6 - - - - - - - -2 - -0
Of which

re-securitisation - - - - - - : - . R - _ _ _ _ R
Of which senior - - - - - 7 - - - - _ , , , , ,

Of which
non-senior - - - - - - - - - - - - - - - -

SYNTHETIC
SECURITISATION - - - - - - - - - - - . - B , ,

Of which
securitisation - - - - - - - - R - - R _ B _ _

Of which
underlying retail - - - - - - - - - , , B , B B ,

Of which wholesale - - - - - - B, - N - - B _ B} , ,

Of which
re-securitisation - - - - - - . - . - - R R R _ _

Of which senior - - - - - - : - . - - . - _ _ -

Of which
non-senior - - - - - - - - - - - - - - - -
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Regulations on large exposures are applied in accordance with the
prudential requirements that apply to credit institutions and
investment firms published in the official Journal of the European
Union of 26 June 2013 (Directive 2013/36/EU and EU Regulation
No. 575/2013 of the European Parliament and of the Council) and
which entered into force on 1January 2014. They stipulate that

institutions must comply with the following limit: the total amount
of risks incurred in respect of a single beneficiary may not exceed
25% of the Group’s net equity.

At 31 December 2019, La Banque Postale was in compliance with
the requirements of the Large Exposures regulations as notified to
it by the supervisory authorities.

4.4.11 Quantitative counterparty credit risk information

CVA equity requirements

(in € millions)

Exposure value RWA

Total of portfolios under the advanced method

VaR component (including x the multiplier 3)
SVaR component (including x the multiplier 3)

All portfolios subject to the standardised method
Based on the initial exposure method

TOTAL SUBJECT TO CAPITAL REQUIREMENTS WITH REGARD
TO THE CREDIT VALUATION ADJUSTMENT (CVA)

510 185

510 185
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4.5 FINANCIAL RISKS

Financial risks are presented in two parts in this section:

» on one hand, overall financial risks covering the rate risk related
to banking transformation and exchange activities for all of the
business activities within the La Banque Postale’s consolidated
SCOpe;

» and, on the other, the market risk related to trading positions,
consisting of negotiable securities and derivative contracts with

4.5.1

the intent to trade as well as exposure value risk measured at
fair value through profit or loss or equity;

Market risk as meant by prudential regulations corresponds
exclusively to transactions carried out with an intent to trade, i.e. to
only a part of the market risk as defined in the second paragraph
above. It notably contains a charge to capital relative to the
exchange risk, although the methods for managing it are covered in
general as part of the consolidated scope in 4.5.1.

Structural banking portfolio rate risk, liquidity and exchange risk

4.5.1.1 Governance

ALM Committee

The ALM Committee (Asset and Liability Management Committee),
the main decision-making body for matters concerning
La Banque Postale’s financial management, is an Executive Board
committee chaired by the Chief Financial Officer.

The primary missions of the ALM Committee are:

» presentation of the ALM threshold and limit monitoring table to
the managers;

» the periodic review of the modelling of customer products and
formal validation of the associated assumptions after prior
review by the Group Risk Department;

» annual review by the Committee of the overall cash envelope
allocated to the CIB;

> setting the strategy in terms of rates and liquidity, within the
framework of the Group’s financial and commercial policies
with regard to financing capacity and in accordance with the
indicators;

» monitoring and management of the rate, liquidity and exchange
risk indicators and anticipation of future changes given the
directions of the commercial policy and observation of
customer behaviour;

» validation of the internal disposal rate system;,

» monitoring and management of the sensitivity of future
margins;

> the setting of alert thresholds for rates, liquidity and exchange
within the limits imposed by the risk appetite system proposed
by the Group Risk Management Committee and validated by the
management body;

» monitoring of the upgrading of La Banque Postale’s processes
to conform to ILAAP and IRRBB requirements;

» decisions regarding financial asset investment and issue
policies;

» decisions regarding rate to be

implemented.

risk hedging policies

These missions apply to the La Banque Postale corporate entity as
well as to its subsidiaries via their impact on the consolidated
financial statements and the definition of their ALM policy.
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Capital Operational Management Committee

This is a sub-committee of the ALM Committee, responsible for the
operational application of ALM Committee decisions on the ALM
banking book and on cash management.

It provides an interface between the ALM Committee, the Cash
Management unit and other authorised divisions, to proceed with
interest rate hedging transactions and liquidity transactions.

Group Risk Management Committee (CPRG)

This Committee validates risk management principles and
thresholds. It validates the ALM risk management system, in
particular the thresholds applicable to asset and liability
management. It authorises and validates the instruments used for
financial management (ALM, trading room).

Model Approval Committee

This Committee is in charge of validating the models of
La Banque Postale Group, and includes the ALM models in its
mapping and road map.

Risk Management Rules Validation Committee
(CVRGR)

This Committee is responsible for approving the La Banque Postale
Group’s risk management rules. It is a sub-committee of the Group
Risk Management Committee.

Capital Management Committee

The Capital Management Committee supervises matters related to
capital management, the risk-weighting of assets and related
indicators. In this respect, it defines capital management objectives
(ratio, targets, etc.):

» it reviews the path of capital and of the weighted risks of assets;

» it defines action plans for shareholders’ equity (securities issues,
capital increase requests, arbitrage/business line direction, etc.)
which can impact La Banque Postale Group’s liquidity.
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4.,5.1.2 Banking portfolio rate risk

Interest rate risk management includes managing the sensitivity of
the net interest margin.

The unit responsible for supervising and managing overall interest
rate risk is the Balance Sheet Risk Department (DRF-RB) of the
Financial Risk Department, which reports to the La Banque Postale
Group Risk Department.

The Department has several goals:

» to provide periodic monitoring of the indicators used to
manage La Banque Postale’s overall consolidated interest rate
risk and that of its banking subsidiaries;

> to carry out audits of the calculation processes for the various
indicators (static and dynamic) and control the integrity of
exposure calculations;

> to audit the methodologies used.

This risk is monitored using interest rate sensitivity indicators for
future margins and for economic value and by modelling scenarios
which allow the bank’s capacity to withstand exogenous shocks to
be assessed.

The interest rate movements foreseen affect both uncertain flows
from financial products and the performance of Retail Banking
operations, via the behavioural models, particularly implicit
options available to customers.

The supervision of interest rate risk is the responsibility of the ALM
Committee which monitors indicators and forecasts their evolution
based on commercial policy guidelines and observed customer
behaviour. The rate risk indicators are also reviewed by the Group
Risk Management Committee. Rate and liquidity risk reviews take
place monthly.

Objectives

Interest rate risk is managed so as to hedge the sensitivity of
La Banque Postale’s future net interest margin under the constraint
of compliance with economic value sensitivity indicators. This
management is performed with dynamic procedures, based on the
business plan, using interest rate derivatives (hedging) or
modulating commercial policy.

The balance sheet includes implicit and explicit options, giving
non-linear results for economic value based on interest rates. In
this context, ALM proposes a regular re-balancing of structural
positions using market instruments.

Scope

As required by the Basel Committee, significant interest rate risks in
the banking book are identified and measured. Some of these risks
may give rise to a specific follow-up procedure.

Interest rate risk is measured by maturity and by type of index for
products dependent on variable rates or rates subject to review
(Euribor, Inflation, Eonia, etc.) whilst taking into account likely
outflow agreements, which are themselves dependent on market
conditions. It encompasses several risk factors:
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» fixing risk related to differences between new interest rates
applied to assets and to liabilities (according to baseline rates
and maturities);

» vyield curve risk related to the setting risk: generated by vyield
curve changes (translation, rotation, etc.);

> base risks: related to the use of multiple baseline interest rates
and causing risks due to the imperfect correlation of different
reference rates;

» option-related risks (contractual or behavioural);

» risks caused by positions exposed to the real interest
rate/inflation.

In this respect, the net interest margin variation is measured on the
basis of several interest rate scenarios. The interest rate risk on the
balance sheet is simulated with dynamic modelling, taking into
account future variations of outstanding amounts (early
repayments, new income, etc.) in accordance with behavioural
models and the business plan.

Trading room bond portfolio transactions do not fall under overall
interest rate risk as their risk is monitored and managed according
to the individual threshold for each portfolio. These portfolios,
specific to the trading room, are subject to market risk-related
thresholds.

Assessing overall interest rate risk

Agreements and Models

The interest rate gap and interest rate sensitivity valuation
methodologies are determined according to the type of assets (or
liabilities) comprising the balance sheet:

» scheduled outstandings (contractual outflows adjusted or not
with a model);

» non-scheduled outstandings (conventional outflow);
» off balance sheet (liquidity commitments and guarantees).

Transactions with no contractual maturity date (including
customer deposits and livret accounts) are included in accordance
with the outflow agreements approved by the ALM Committee and
by the Group Risk Department through its Risk Management Rules
Committee.

Off-balance sheet transactions are included whilst taking into
account drawdown assumptions.

The interest rate gap

For a given currency, the nominal interest rate gap is calculated for
fixed rate transactions and for variable rate and reviewable rate
transactions, up to the next rate review or rate fixing date. The
nominal interest rate gap does not take into account interest rate
drops.

The rate gap is the difference between the average amount of
fixed-rate assets and the average amount of fixed-rate liabilities
including the effects of off-balance sheet items (swaps and
amortisation of balancing payments) by maturity.
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Table: Interest Rate Gap by maturity (€ million) at 31.12.2019
(Negative amount = Surplus positions at fixed rate)

Average spot gaps

(in € millions) 0to1lyear 1to5years 5to 10 years >10 years
Uses (164,156) (101,829) (49,703) (5,990)
Resources 159,871 109,209 53,736 3,546
Off-balance sheet (954) (2,875) (2,410) (468)
Rate gap 31.12.2019 (5,239) 4,505 1,623 (2,912)
Rate gap 31.12.2018 (5,700) (994) (6,009) (3,896)
Adjustments 461 5,499 7,632 984

The marked increase in the fixed rate deconversion position over
2019 can mainly be explained by the longer duration of the
liabilities on La Banque Postale’s balance sheet (modification of
the law on the runoff of demand deposits, fixed-rate issues not
converted to variable rate in H2 due to the drop in rates, disposal of
bond assets).

EVE (Economic Value of Equity) sensitivity

This corresponds to a negative change in value following an
instantaneous shock of +2%, applied to the LaBanque Postale’s
regulatory capital. Regulatory capital is calculated using static
modelling, based on the contractual maturities of balance sheet
items.

The valuation are based on the EBA’s Guidelines. The EBA has
published a new version of the methodology, applicable from H2
2019.

EVE sensitivity by level of parallel interest rate shock (€ millions) at 31.12.2019

(200) 200
EVE sensitivity (in € millions) at 31.12.2018 (639) (1,824)
EVE/Capital sensitivity at 31.12.2018 -5.52% -15.75%
EVE sensitivity (in € millions) at 31.12.2019 (201) (110)
EVE/Capital sensitivity at 31.12.2019 -1.62% -0.88%

Several notable effects can explain the marked decrease in the
sensitivity of the value of equity. The first is the sharp drop in
interest rates observed over one year. The rates thus have neared
the EBA floor rate lowering the sensitivity to a decrease. The second
is the change in the method for calculating the runoff of demand
deposits from 1February 2019, increasing LaBanque Postale’s
deconversion position. This lengthening of the duration of
La Banque Postale’s liabilities reduces the sensitivity to a rise in
rates. The third effect is linked to the implementation of the EBA’s
new IRRBB guidelines at 30June 2019, notably with the
introduction of a rising floor rate in line with the EBA’s new
guidelines, and the introduction of a stochastic valuation model for
options on the balance sheet. Other effects, such as the increase in
prudential capital (+€887 million over one year) or the update of the
model for early repayments and renegotiations, had an impact on
the sensitivity of the equity value. Exposure to a shock of
+/-200 basis points is now -1.62% of equity. It should be stressed
that the regulatory limit is -20% for a shock of +/-200 basis points.

Net Interest Margin sensitivity (NIM)

Net interest margin sensitivity is defined as being the difference
between NIM in a modified interest rate scenario and NIM in a
baseline interest rate scenario.

NIM sensitivity is calculated for each interest rate scenario by taking
into account the interest rate-dependent behavioural models, and
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by maintaining levels of new income and deposits from
commercial business, and retaining the assumptions related to
financial transactions applicable in the baseline scenario.

Only the behavioural models show a reaction to the shock
scenario. Their impacts on amounts outstanding modify the level
of short-term financing.

List of different interest rate scenarios featuring instantaneous
shock, in relation to the baseline curve:

» parallel +1% (translation +1);
> parallel-1% (translation -1);

» flattening: shock of +0.5% on all curves and on rates less than or
equal to 1year and of -0.5% on all curves and on rates greater
than 5 years. Linear increase between 2 and 5 years;

» steepening: shock of -0.5% on all curves and on rates less than
or equal to 1year and of +0.5% on all curves and on rates
greater than 5 years. Linear decrease between 2 and 5 years;

» rise in short-term rates: shock of + 1% on all curves and on rates
below or equal to 1 year,

» drop in long-term rates: shock of -1% on al curves and on rates
above or equal to 2 years.

It should be noted that a floor rate of -1% is applied to NIM
calculations.
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Net Interest Margin (NIM) sensitivity at 1 year/Scenario (€ million) at 31.12.2019

31.12.2019 31.12.2018
Translation +1 109 128
Translation -1 (98) (118)
Steepening (6) 22
Flattening (10) (18)
Rise in Short-Term Rates 136 48
Drop in Long-Term Rates (24) (94)

The least favourable scenario at 1year for La Banque Postale is a
shock of -100basis points with a fall in NIM of €98 million
amounting to forecast NIM of €2.1 billion, or 5%. This exposure to a
drop in rates was reduced over 2019, as rates neared the floor rate
of -1%.

4.5.1.3 Liquidity risk
Liquidity risk declaration and assessment
systems

The liquidity risk declaration systems cover the entire prudential
group. Some of the thresholds and indicators used in management
refer to corporate units of the Group, notably La Banque Postale,
the mostimportant Group entity.

Adequacy of the systems in terms of liquidity
risk management

Liquidity risk management is based on:
> aguidelines and limits system;

» a financing plan which assures the ex-ante equilibrium of the
Bank’s funding position;

» a buffer of high-quality unencumbered liquid securities (and its
equivalent in central bank deposits).

The bodies of La Banque Postale (Supervisory Board) approved the
entire liquidity assessment system and its adequacy (ILAAP) in
April 2019.

La Banque Postale’s overall liquidity risk profile

La Banque Postale has a strong liquidity position based on:

» an amount of client deposits greater than that of client loans.
La Banque Postale has a significant and diversified deposit base
(in excess of €180 billion) consisting primarily of deposits from a
French retail clientéle;

> a significant HQLA portfolio (High Quality Liquid Assets).
LaBanque Postale has traditionally invested a significant
portion of its balance sheet in sovereign securities due to its
historical activity as a deposit taker. The customer credit
business only began to develop starting in 2006. This portfolio
contains high-quality liquid assets exclusively, in accordance
with the provisions of Delegated Regulation (EU) no.2015/61,
which enables it to raise its short-term liquidity ratio above
135% and to an average of about 150%j;

» aforward-looking financing plan updated on a regular basis;
> proven access to capital market financing.

Since customer resources are, for the most part, non-maturing and
payable at any time (deposits, livret accounts), their outflow is
modelled to determine their profile over time. La Banque Postale
has taken a conservative approach to its liquidity assessments and
has adopted very conservative assumptions in relation to these
outflows. Consequently, for the calculation of resources there are
upper bounds for the volatility of outstanding amounts and lower
bounds for their liquidity duration.

Liquidity risk management

The ALM Committee is responsible for liquidity risk management, in
compliance with the principals and limits approved by the Group
Risk Management Committee. This responsibility is partially
delegated to the Balance Sheet Operational Management
Committee and to the trading room’s cash management and
long-term financing units for tactical liquidity risk related to
La Banque Postale’s cash management.

Operationally, LaBanque Postale has implemented an internal
liquidity assessment system (Internal Liquidity Adequacy
Assessment Process), which combines all of its liquidity limit,
assessment, monitoring, reporting and management systems. The
systems include:

> aguidelines and limits system;

» a financing plan which assures the ex ante equilibrium of
La Banque Postale’s funding position in LaBanque Postale’s
budget planning universe,

» the maintenance and monitoring of a buffer of high-quality,
unencumbered liquid securities and amounts entrusted to the
central bank’s deposit facility;

» the Emergency Funding Plan (EFP), which is primarily intended
to (see below):

- define alert thresholds to enable early detection of liquidity
stress,  regardless if is idiosyncratic  (specific  to
La Banque Postale) or systemic,

- identify all of the capacities available to generate liquidity
(liquidity reserves and financing capacity),

- mobilise governance to manage potential crises with the speed
required;

» measure La Banque Postale’s room for manoeuvre via a stress
test system in the context of historically high stress on the
Bank’s liquidity.

The liquidity risk prudential declaration systems cover the entire
prudential consolidation scope. Some Group entities are also
subject at the individual level.
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Liquidity risk measurement

Short-term monitoring of liquidity
This system is based on:
> regulatory liquidity ratios and reporting;

» the short-term liquidity ratio (LCR - Liquidity Coverage Ratio);

» the Net Stable Funding Ratio (NSFR).

EBA LCR summary at 31.12.2019

The LCR is a monthly short-term liquidity ratio which measures
La Banque Postale’s capacity to withstand a severe worsening of its
financial situation, for up to 30days, in a systemic shock
environment.

The target LCR must be in excess of the 100% limit complied with
by LaBanque Postale whose LCR reached 153% at the end of
December 2019.

This ratio is calculated by dividing the sum of unencumbered,
high-quality liquid assets by the liquidity need in a stress
environment over a 30-day horizon.

Item 12.2019 12.2018 12.2017
Buffer of liquid assets 30,720 24,555 25,138
Cash outflows (26,820) (23972)  (23,645)
Cash inflows 6,714 7,070 7,677
Net cash outflows (20,106) (16,902) (15,967)
Shortfall 10,614 7,653 9,171
LCR 152.8% 145.3% 157.4%
Ratio inflows/outflows 25.0% 29.5% 32.5%

The LCR s also one of the constraints to be observed when forecasting dynamic liquidity.

An LCR proxy is calculated daily.

The concentration, cost and structure of refinancing, and the concentration of the asset buffer are reassessed on a regular basis and

regulatory reports (ALMM) are prepared for LCR publication.
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Quantitative information on the hedging ratio of liquidity requirements

Scope of consolidation (individual/consolidated)

Currency and units (in € millions) Total non-weighted value (average) Total weighted value (average)

Quarter ending on (31 December 2017) 31.03.2019 30.06.2019 30.09.2019 31.12.2019 31.03.2019 30.06.2019 30.09.2019 31.12.2019

Number of data points used to calculate - - = - : - - ,
HIGH-QUALITY LIQUID ASSETS

1 Total high-quality liquid assets (HQLA) 27,930 29,858 30,029 30,720

CASH OUTFLOWS

2 Retail deposits and deposits of small customer 173,107 174,255 175287 175,127 10,997 11,072 11,148 11,153
companies, of which:

3 Stable deposits 128,653 129,508 130,125 129,738 6,433 6,475 6,506 6,487

4 Less stable deposits 44,454 44747 45,162 45,390 4,564 4,597 4,642 4,667

5 Unsecured wholesale financing 14,496 13,439 14,442 14,630 8,763 7915 8,465 8,946

6 Operational deposits (all counterparties) and - - - - - - - -
deposits in cooperative bank networks

7 Non-operational deposits (all counterparties) 12,186 11,599 12,490 11,266 6,453 6,075 6,514 5,582

8 Unsecured receivables 2,310 1,840 1,951 3,364 2,310 1,840 1,951 3,364

9 Secured wholesale financing 23 612 92 325

10 Additional requirements 11,456 13,665 13,738 15,189 2,073 2,279 2,302 2,725

11 Outflows associated with exposures to 800 807 792 1,026 800 807 792 1,026
derivative instruments and other collateral
requirements

12 Outflows associated with financing losses on - - - - - - - -
debt products

13 Credit and cash facilities 10,657 12,859 12,946 14,163 1,274 1,472 1,510 1,699

14 Other contractual required funding 3,423 2,628 3,012 1,738 3,423 2,628 3,012 1,738

15 Other potential required funding 8,381 8,409 8,417 8,410 1,844 1,896 1,923 1,933

16 TOTAL CASH OUTFLOWS 27,123 26,401 26,942 26,820

CASH INFLOWS

17 Secured loan transactions (e.g. reverse 1,864 2,799 5,619 5914 242 570 100 53
repurchase transactions)

18 Inflows from fully performing exposures 1,229 1,388 1,210 1,510 751 781 692 844

19 Other cash inflows 73,331 71,041 71,859 67,511 8,978 6,487 6,987 5,817

EU-19a (Difference between total weighted cash - - - -
inflows and total weighted cash outflows
resulting from transactions in third countries in
which there are restrictions on transfers, or
denominated in non-convertible currency)

EU-19b  (Excess of cash inflows from a related - - - -
specialised credit institution)

20 TOTAL CASH INFLOWS 76,424 75,228 78,688 74,935 9,971 7,837 7,779 6,714
EU-20a  Fully exempt cash inflows - - - - - . B B
EU-20b  Cash inflows subject to a 90% ceiling - - - - - - B B

EU-20c  Cash inflows subject to a 75% ceiling 76,424 75,228 78,688 74,935 9,971 7,837 17,779 6,714

TOTAL ADJUSTED VALUE

21 LIQUIDITY BUFFER 27,930 29,858 30,029 30,720

22 TOTAL NET CASH OUTFLOWS 17,153 18,564 19,163 20,106

23 LIQUIDITY REQUIREMENT COVERAGE 162.8% 160.8% 156.7% 152.8%
RATIO (%)
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Quantitative information on the hedging ratio of liquidity requirements

Scope of consolidation (individual/consolidated)

Currency and units (€ millions) Total non-weighted value (average) Total weighted value (average)

Quarter ending on (31 December 2017) 31.03.2018 30.06.2018 30.09.2018 31.12.2018 31.03.2018 30.06.2018 30.09.2018 31.12.2018

Number of data points used to calculate - - - - : - - ,
HIGH-QUALITY LIQUID ASSETS

1 Total high-quality liquid assets (HQLA) 23,347 24,287 24,299 24 555
CASH OUTFLOWS

2 Retail deposits and deposits of small customer 168,418 170,043 171,448 171,184 10,768 10,811 10,884 10,870

companies, of which:

3 Stable deposits 125,647 126,188 127,599 127,293 6,282 6,309 6,380 6,365
4 Less stable deposits 42,771 43,855 43,849 43,891 4,486 4,502 4,504 4,505
5 Unsecured wholesale financing 7,604 8,111 8,725 12,406 4,083 4,236 4522 7,829
6 Operational deposits (all counterparties) and - - - - - - - -

deposits in cooperative bank networks

7 Non-operational deposits (all counterparties) 7,604 8,111 8,725 9,830 4,083 4,236 4,522 5,253
8 Unsecured receivables - - - 2,576 - - - 2,576
9 Secured wholesale financing 104 106 158 119
10 Additional requirements 9,440 10,312 11,133 11,292 1,714 1,589 1,783 1,716
11 Outflows associated with exposures to 694 595 589 515 694 595 589 515
derivative instruments and other collateral
requirements
12 Outflows associated with financing losses on
debt products - - - - - - - -
13 Credit and cash facilities 8,746 9,717 10,544 10,777 1,019 994 1,194 1,201
14 Other contractual required funding 4,055 4,330 2,971 1,606 4,015 4,283 2,930 1,606
15 Other potential required funding 8,506 8,563 8,510 8,417 1,776 1,820 1,808 1,832
16 TOTAL CASH OUTFLOWS 22,461 22,846 22,084 23,972
CASH INFLOWS
17 Secured loan transactions (e.g. reverse 248 65 8 567 248 62 6 346
repurchase transactions)
18 Inflows from fully performing exposures 989 1,304 1,119 1,241 553 712 619 714
19 Other cash inflows 72,153 69,873 71,217 69,550 8,730 6,161 7,376 6,010

EU-19a (Difference between total weighted cash - - - -
inflows and total weighted cash outflows
resulting from transactions in third countries in
which there are restrictions on transfers, or
denominated in non-convertible currency)

EU-19b  (Excess of cash inflows from a related - - - -
specialised credit institution)

20 TOTAL CASH INFLOWS 73,390 71,242 72,344 71,359 9,531 6,934 8,001 7,070
EU-20a  Fully exempt cash inflows - - - - - - - .
EU-20b  Cash inflows subject to a 90% ceiling - - - - - - B B

EU-20c  Cash inflows subject to a 75% ceiling 73,390 71,242 72,344 71,359 9,531 6,934 8,001 7,070

TOTAL ADJUSTED VALUE

21 LIQUIDITY BUFFER 23,347 24,287 24,299 24,555

22 TOTAL NET CASH OUTFLOWS 12,930 15,911 14,083 16,902

23 LIQUIDITY REQUIREMENT COVERAGE 180.6%  152.6%  172.5%  145.3%
RATIO (%)
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Quantitative information on the hedging ratio of liquidity requirements

Scope of consolidation (individual/consolidated)

Currency and units (€ millions) Total non-weighted value (average) Total weighted value (average)

Quarter ending on (31 December 2017) 31.03.2017 30.06.2017 30.09.2017 31.12.2017 31.03.2017 30.06.2017 30.09.2017 31.12.2017

Number of data points used to calculate - - - - : - - ,
HIGH-QUALITY LIQUID ASSETS

1 Total high-quality liquid assets (HQLA) 25,879 22,684 25,790 25,138
CASH OUTFLOWS

2 Retail deposits and deposits of small customer 164,816 166,571 168,566 167,633 10,571 10,702 10,790 10,707

companies, of which:

3 Stable deposits 122,972 124,383 125,967 125,239 6,149 6,219 6,298 6,262
4 Less stable deposits 41,844 42,187 42,599 42,394 4422 4,483 4491 4,445
5 Unsecured wholesale financing 9,364 9,857 8,534 7484 3,516 3,475 4792 3,891
6 Operational deposits (all counterparties) and 1,781 1,670 - - 445 417 - -

deposits in cooperative bank networks

7 Non-operational deposits (all counterparties) 7,582 8,187 8,534 7484 3,070 3,058 4,792 3,891
8 Unsecured receivables - - - - - - - -
9 Secured wholesale financing 649 509 455 336
10 Additional requirements 9,554 8,965 9,092 10,654 2,341 2,024 1,711 1,864
11 Outflows associated with exposures to 1,384 1,022 686 683 1,384 1,022 686 683

derivative instruments and other collateral
requirements

12 Outflows associated with financing losses on - - - - - - - -
debt products

13 Credit and cash facilities 8,170 7,943 8,406 9,970 957 1,002 1,025 1,180

14 Other contractual required funding 3,849 2,821 2,974 5,160 3,806 2,410 2,840 5,093

15 Other potential required funding 8,214 8,368 8,609 8,603 1,219 1,432 1,703 1,753

16 TOTAL CASH OUTFLOWS 22,101 20,551 22,290 23,645

CASH INFLOWS

17 Secured loan transactions (e.g. reverse 651 385 75 453 295 352 23 452
repurchase transactions)

18 Inflows from fully performing exposures 839 903 969 1,060 481 507 539 588

19 Other cash inflows 72,979 72,559 73,054 72,304 7,070 6,680 7,065 6,637

EU-19a (Difference between total weighted cash - - - -
inflows and total weighted cash outflows
resulting from transactions in third countries in
which there are restrictions on transfers, or
denominated in non-convertible currency)
(Excess of cash inflows from a related - - - -
EU-19b  specialised credit institution)

20 TOTAL CASH INFLOWS 74,468 73,847 74,098 73,817 7,846 7,539 7,627 7,677
EU-20a  Fully exempt cash inflows - - - - - . B B
EU-20b  Cash inflows subject to a 90% ceiling - - - - - - B B

EU-20c  Cash inflows subject to a 75% ceiling 74,468 73,847 74,098 73,817 7,846 7,539 7,627 7677

TOTAL ADJUSTED VALUE

21 LIQUIDITY BUFFER 25,879 22,684 25,790 25,138

22 TOTAL NET CASH OUTFLOWS 14,256 13,012 14,664 15,967

23 LIQUIDITY REQUIREMENT COVERAGE 181.5% 174.3% 175.9% 157.4%
RATIO (%)

La Banque Postale | 2019 Universal Registration Document 153



BANQUE POSTALE GROUP - PILLAR Ill INFORMATION

FINANCIAL RISKS

The NSFR corresponds to the amount of available stable funding
in relation to required stable funding. This ratio should, at all
times, be at least 100%. “Available Stable Funding” refers to the
portion of resources that are not payable within the relevant time
frame, in this case, 1year within the context of the NSFR. The
amount of “Required Stable Funding” of a business depends on its
liquidity features and the residual maturity of assets (and
off-balance sheet positions) held.

To date, and as part of the regulatory liquidity exercises carried
out for the ECB, the NSFR liquidity ratio is above 100%.
Long-term liquidity monitoring

The procedure consists of:

» a financing plan, to ensure that the provisional budget path is
combined with liquidity projections;

> in the framework of the execution of the financing plan, the
provisional LCR is assessed, and the bank ensures an adequate
level over the long term;

» several LCR ratio stress scenarios created as part of the ILAAP;

» the concentration, the cost and structure of refinancing, the
concentration of the asset buffer, are assessed on a regular
basis and are subject to regulatory reporting (ALMM) along with
the publication of the LCR;

» biannual market access tests to verify market access in
different currencies;

Long-term liquidity gap (€ million) at 31.12.2019

Average spot gaps (in € millions)

» anassessment of the liquidity gap, described below.

La Banque Postale assesses its long-term liquidity level according
to a liquidity gap. The liquidity gap includes forecast static gaps by
maturity and limits defined at 1-, 3- and 5-year horizons. The
assumptions used correspond to a stressed approach, resulting
from a conservative view of the Group’s liquidity position.

The liquidity gap assessment methodologies are determined
according to the type of asset (or liability) on the balance sheet:

» outstandings with a contractual maturity (contractual outflows
adjusted or not with a model);

» outstandings with no contractual maturity (conventional
outflows);

» the liquidity profile of the disposable assets;
» off balance sheet (liquidity commitments and guarantees).

Transactions with no contractual maturity date (including
customer deposits and livret accounts) are included in accordance
with the outflow agreements approved by the ALM Committee and
by the Group Risk Department.

Off-balance sheet transactions are included whilst taking into
account drawdown assumptions.

The transferability of certain transactions may be taken into
account, if required.

(in € millions) 1year 3years 5years
Uses (181,123) (127,310) (93,975)
Resources 195,233 149,681 125,587
Off-balance sheet (3,869) (2,734) (1,555)
Liquidity gap 31.12.2019 10,241 19,637 17,057
Liquidity gap 31.12.2018 6,000 11,615 6,682
Adjustments 4,241 8,022 10,375

The gap (excess resources) increased in 2019, mainly reflecting the
effect of the change in the rules for the runoff of demand deposits
at 1 February 2019 (+9 billion in liquidity at 5 years).

“Dynamic” liquidity assessments involve the application of
assumptions on La Banque Postale’s income and on refinancing its
budget and its medium/long-term business plan. These
assumptions enable the calculation of a “balance sheet forecast”, a
financing plan, a future estimated LCR and a static gap forecast.

Emergency Funding Plan (EFP)

The Emergency Funding Plan is to be monitored by the governance
bodies in charge of financial management (the ALM Committee, the
Capital Operational Management Committee and the Group Risk
Management Committee) and put into operation by the Corporate
and Investment Bank.

The Emergency Funding Plan (EFP) is part of the internal liquidity
assessment procedures which La Banque Postale reports annually.
The Emergency Funding Plan sets out the leading indicators
selected to judge the robustness of the markets (financial or
banking) to which the liquidity of La Banque Postale is exposed.
These indicators can be broken down into two major groups:

» systemicindicators;
» idiosyncratic indicators.
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Each indicator is allocated a threshold level (comfort, vigilance or
warning).

The Emergency Funding Plan also makes provision for a
mechanism to be implemented in the event of a proven crisis, be it
systemic or idiosyncratic. This mechanism appears mainly in the
form of an inventory of the various funding (or liquidity) sources
accessible by LaBanque Postale, depending on the amounts
involved and the speed of implementation. The Emergency
Funding Plan also makes provision for specific governance through
committees which will monitor the leading indicators. The purpose
of this governance is to reassure La Banque Postale’s management
of the heightened surveillance of the liquidity risk. The indicators
(during normal periods) are presented at meetings of the Capital
Operational Management Committee and periodically to the CPRG.
The indicators selected, and the proposed action measures, are
tested on the markets so that their suitability and the market
liquidity can be fully appreciated.

The funding test consists of testing the market by issuing short-
term debt. The aim of this type of test is to regularly check on
La Banque Postale’s ability to quickly obtain funds in the markets
to ensure that its estimated borrowing capacity remains valid. It is
envisaged that this type of test will be carried out at least twice a
year.

La Banque Postale has twice successfully tested its ability to
finance itself.
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Liquidity Reserve

Definition
The purpose of the Liquidity Reserve is to quantify the amount of

cash and liquidity readily available through the sale or repurchase
of securities in order to cope with a liquidity crisis.

The Liquidity Reserve is composed of:

» cash placed with the central bank (excluding the average
compulsory reserves calculated over the creation period);

> the securities in the HQLA (High Quality Liquid Assets) cushion
consisting primarily of government securities, covered bonds
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and corporate securities meeting the prudential liquidity criteria
defined by the regulations for the LCR calculation (Liquidity
Coverage Ratio) for which the valuation of securities includes a
discountin line with prudential regulations;

» other securities available from the ECB (primarily bank
securities) including the ECB discount.

Premium quality secured home loans that can be mobilised by the
Group’s home loans company through the issue of a covered bond.
This also represents a significant source of liquidity (potentially
around €10.3 billion of collateral at 31 December 2019, in addition
to the other sources of funding usually used by La Banque Postale).

Composition of the liquidity reserve in securities at 31.12.2019 (in € millions)

Liquidity reserve (in € millions)

(in € millions) 12.2019
Cash and Central Bank 20,728
Unencumbered HQLA securities 9,995
Other ECB eligible securities 7,448
TOTAL LIQUIDITY RESERVE 38,171
Capacity to access external financing vehicle LBP  Home Lloan SFH, a subsidiary of

In addition to the prudent liquidity management system
implemented by the ALM Committee and Risk Committee,
La Banque Postale has diverse sources of financing:

» a €20billion Neu-CP programme (Negotiable European
Commercial Paper) and a €10billion ECP (European
Commercial Paper) programme, the aim being to refinance a
portion  of  LaBanquePostale’s  short-term  financing
requirements and to satisfy demand from institutional
customers;

> a €2 billion Neu-EMTN programme, the aim being to refinance a
portion  of  LaBanquePostale’s  short-term  financing
requirements and to satisfy demand from institutional
customers;

» a €10billion retail EMTN programme enabling the issue of
senior (vanilla and structured), non-preferred senior and Tier 2
debt;

» aprogramme of €20 billion in EMTNs for the issue of Obligations
de Financement de I'Habitat (OFH) via its secure financing

La Banque Postale SA, created in 2013;

» access to refinancing by the EIB under LaBanque Postale’s
commitment for eligible envelopes;

» a portfolio of HQLA (High Quality Liquid Asset) securities,
consisting mainly of rapidly accessible, high-quality government
bonds, which constitutes a stable source of eligible assets
enabling access to ECB refinancing operations or to the
securities repo market;

» access to the Brokertec repo platform;
> access to the interbank market.

La Banque Postale also has access to a secured financing vehicle
via the Caisse de Financement Local (CAFFIL), with which it
regularly carries out disposals of originated loans for the Local
Public Sector.

In addition, La Banque Postale participated, for the first time since
their launch by the ECB, in a longer-term targeted refinancing
operation (TLTRO Il) in December, underlining its contribution to
the stimulus of lending to individuals (excluding home loans) and
non-financial companies.
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4.5.1.4 Encumbered/Unencumbered Assets

Encumbered/unencumbered assets

Carrying amount of Fair value of encumbered Carrying amount of non Fair value of
encumbered assets assets encumbered assets unencumbered assets
of which of which of which of which
eligible eligible eligible eligible
central central central central
(in € thousands) bank bank bank bank
Assets of the institution 104,802,186 22,585,624 - - 156,947,132 19,427,490 - -
Loans payable on demand - - - - 3157815 - - -
Equity instruments 78,179 - - - 259,030 - 259,030 -
Debt securities 22,769,631 22,585,624 23,670,287 23,485,635 29,009,060 19,427,490 30,480,912 20,779,334
of which covered bonds 1,538,937 1,538,937 1,638,981 1,638,981 3,399,342 3,283,318 3,415,023 3,298,999
of which asset-backed securities - - - - 38,567 - 38,567 -
of which public administration 20,891,201 20,885,452 21,155,390 21,149,641 10,509,404 9,541,207 11,952,192 11,462,505
of which financial institutions 1,848,719 1,670,461 2,295,023 2,121,212 16,174,115 9,580,162 17,132,104 9,365,815
of which non-financial companies 30,464 30,464 30,464 30,464 2,022,180 584,916 2,040,422 584,916
Loans and advances other than loans on
demand 81,601,810 - - - 109,064,800 - - -
of which mortgage loans 13,191,319 - - - 10,112,013 - - -
Other assets 901,717 - - - 11,859,080 - - -
Unencumbered collateral
Nominal value
of collateral
received or
own debt
securities
Fair value of encumbered Fair value of collateral received issued which
collateral received or own debt or own debt securities issued cannot be
securities issued available for encumbrance committed
of which of which
eligible central eligible central
(in € thousands) bank bank
Collateral received by the institution 1,234,430 1,234,430 5,829,690 5,829,690 63,936,674
Loans payable on demand - - - - -
Equity instruments - - - - -
Debt securities 1,234,430 1,234,430 5,829,690 5,829,690 -
of which covered bonds - - 1,203,614 1,203,614 -
of which asset-backed securities - - 15,535 - -
of which public administration 1,234,430 1,234,430 4,624,949 4,624,949 -
of which financial institutions - - 1,204,741 1,204,151 -
of which non-financial companies - - - - -
Loans and advances other than loans on demand - - - - -
Other collateral received - - - - 63,936,674
Own debt securities issued other than own covered bonds
or ABSs - - - - -
Total assets and/or collateral received and own debt securities
issued 105,934,103 23,854,604 - - -
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(in € thousands)
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securities which have been loaned
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Assets and/or collateral received and
own debt securities issued other than
covered bonds and encumbered ABSs

Carrying amount of selected financial liabilities 109,940,925 105,570,496
Derivatives 1,507,963 444,494
of which OTC 1,780,892 438,691
Deposits 100,729,375 92,322,780
Repo agreements 23,366,124 23,837,111

of which central bank - -
Collateral deposits other than repo agreements 77,363,251 68,485,679

of which central bank - ,
Debt securities 7,827,680 13,177,132

of which covered bonds 7,827,680 13,177,132

of which asset-backed securities - -
Other encumbered assets 488,421 904,358
Par value of loan commitments received 488,421 904,358
Financial collateral received -
Fair value of securities issued with non-financial collateral - -
Other - -
TOTAL ENCUMBERED ITEMS 110,283,314 105,934,103

La Banque Postale Group’s encumbered assets consist of the
following:

> securities delivered under repurchase agreements with other
financial counterparties

» securities pledged for the Central Bank and Crédit Logement;

» home loans pledged in order to hedge bond issues made by the
Group’s home finance company (La Banque Postale Home Loan
SFH) in favour of holders;

» margin calls on securities and derivatives;
» collateral deposits.

The median ratio of encumbered assets was 42% at 31 December
2018.

4.5.2  Market risks

4.5.1.5 Global exchange rate risk

Exchange rate risk, particularly that related to international
mandates and financial activities, remains very moderate despite
the start of dollar-denominated financing business by the
Corporate and Regional Development Department.

In fact, the balance sheet of La Banque Postale is managed almost
exclusively in euros. The foreign currency market activities of the
cash management unit and those related to portfolios are
systematically hedged and converted into euros beyond a given
exchange rate position threshold.

The residual exchange rate risk related to income earned from
those activities is managed by converting that income at least once
every six months or, alternatively, when it reaches the established
threshold.

The foreign currency activity of the retail bank, which mainly
concerns international mandates, is relatively small in volume.

At 31December 2019, the exchange rate position of
La Banque Postale amounted to €82 million, of which more than
86% was dollar-denominated.

4,5.2.1 Organisation and governance

Financial Risk Department (Market risk)

Market risk encompasses the risk of losses, generated by adverse
changes to variables (interest rates, exchange rates, spreads,
volatility, etc.), on the value of financial instruments on the balance
sheet or commitments held by La Banque Postale.

Within the Group Risk Department, it is the responsibility of the
Financial Risk Department (DRF) and, in particular, the Market Risk
unit, to manage market risk.

To ensure comprehensive monitoring of market risks, the
monitoring scope of the Market Risk unit extends to encompass all
fair value transactions.

As such, the Financial Risk Department, under the responsibility of
the Group Risk Department, reports to the Group Risk Management
Committee for the creation and implementation of procedures for
managing and monitoring financial risks. It also reports to the
Group Risk Management Committee monthly on market risks and
informs it of its main activities.

The global market limits, as defined in the Risk Appetite Statement
and the associated Risk Appetite Dashboard are approved by the
Supervisory Board. Group Risk Management Policy market limits
are approved by the Executive Board in the Group Risk
Management Committee (CPRG) meetings. Risk Management Rules
operational limits are approved in the Risk Management Rules
Committee meetings.
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The Risk and Results unit

This LaBanque Postale unit is responsible for independent
valuation of market transactions, aggregate risk assessment and
Level 1 control.

The unit is responsible for implementing the valuation and risk
calculation architecture. It carries out daily assessments of risks
and results. A primary mission of this Department is to ensure that
market conditions enable the correct valuation of transactions.

Daily risk calculations are carried out. The risk factors defined
(within the main asset classes: rates, credit spread, exchange and
equity indexes) hedge and assess the risk of a spread between
transactions and their hedges.

The consistent tracking of significant day-one profits (calculated by
the Middle Office) is another indicator of the quality of the results
and risks processes.

Models and Methodology unit

This LaBanque Postale unit is responsible for validating and
documenting the valuation methods used for the financial
instruments sold by BFI.

4.5.2.2 Market risk within the Group

Market risk concerns all balance sheet and off-balance sheet items
measured at fair value. These items are present within
La Banque Postale and within several Group subsidiaries, namely:

» in the insurance subsidiaries:

- LaBanque Postale Prévoyance,

- LaBanque Postale Assurances IARD,

- LaBangque Postale Assurance Santé;

> in the asset management subsidiaries:
- LaBanque Postale Asset Management;
> in the banking subsidiaries:

- BPE,

- SOFIAP.

The Market Risk unit of the Financial Risk Department is
responsible for monitoring the Bank’s market risk and for
consolidated supervision at Group level.

Missions of the Financial Risk
Department

4.5.2.3

Within the Financial Risk Department, the tasks assigned to the
Market Risk unit are organised along four main lines:

Thresholds and authorisations

Loss risks are delimited by commitment or exposure thresholds
and by the establishment of a list of authorised financial products.
Therefore, the Financial Risk Department is responsible for:

» advising on requests for overall and operational thresholds;

» advising on requests for new financial products or investments;
» monitoring compliance with thresholds;
>

reporting and managing any overruns, specifically through the
systematic dispatch of overrun notification sheets.

Valuation

The official valuation of market transactions is managed by the
Valuation and Performance Analysis unit, reporting to the
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Corporate and Investment Bank (CIB). One potential source of
losses is the possibility of incorrect valuation of the price of
portfolio assets. The Financial Risk Department therefore strives to
ensure that the value of these assets represents fair market value
with the least possible degree of uncertainty. To that end, the
Financial Risk Department:

» checks and approves the valuation methods in conjunction with
the Model Approval unit;

» approves the valuation parameters;

» verifies the quality of market data and compliance with
valuation procedures;

» defines valuation adjustments as part of prudent valuation, in
accordance with the Capital Requirements Regulation (CRR).

Risk measurement and control

In order to manage risk-taking, the Financial Risk Department must
be in a position to provide an accurate account of the risks to which
the La Banque Postale is exposed. Consequently, the Financial Risk
Department is responsible for:

» identifying risk factors according to the products and strategies
implemented;

> establishing  risk  measurement  methodologies  and
retrospectively verifying their effectiveness (Backtesting);

» controlling the positions taken by the Group in order to ensure
that they fall within the established thresholds.

Process controls

The Market Risk unit of the Financial Risk Department draws up a
control plan to ensure the successful execution of its work and the
quality of data produced.

4.,5.2.4 Market risk measurement

and control

Risk measurement and control

In order to manage risk-taking, the Financial Risk Department must
be in a position to provide an accurate account of the risks to which
the La Banque Postale is exposed. Consequently, the Financial Risk
Department is responsible for:

» identifying risk factors according to the products and strategies
implemented;

> establishing  risk  measurement  methodologies  and
retrospectively verifying their effectiveness (Backtesting);

» controlling the positions taken by the Group in order to ensure
that they fall within the established thresholds.

4.,5.2.5 Marketrisk indicators

Sensitivities

Sensitivities enable measurement of the exposure of La Banque
Postale's portfolio to changing risk factors.The Financial Risk
Department approves the sensitivity calculation methodology and
ensures that all risk factors identified as relevant and substantial
are taken into account.

Value at Risk (VaR)
VaR is an indicator of the risk of loss to which La Banque Postale is

exposed. It gives an estimate of maximum potential losses over a
given horizon within a given probability. However, this indicator
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does not provide any signals with regard to the level of potential
losses that may arise from infrequent events.

The VaR indicator is calculated on trading portfolios and also on
certain banking portfolios. An overall VaR encompassing all
positions is also calculated.

VaR is broken down by each of the activities included in the market
portfolio.

As a precautionary measure, La Banque Postale decided to apply a
VaR indicator (one-day, 99%) to all of its mark-to-market positions.
The VaR indicator used by La Banque Postale is a parametric VaR,
calculated using a variance-covariance matrix that includes risk
factors such as interest rate, spread, exchange rate and volatility
risk, and the risk of movements in the stock market indices to
which the Bank is exposed. In terms of risk factors, the main
approximation concerns “specific interest rate risk™ the credit
spread risk (to which bonds are sensitive) is taken into account by a
sector-rating approach which only captures a portion of this type of
risk.

This matrix is calculated using a scaling factor designed to give a
higher weighting to recent movements than to older ones.

La Banque Postale’s implementation therefore does not cover
second- degree (convex) risks, which are actually rare in its
accounts.

The resulting VaR partly covers option-related risks, although
second-degree risks are not taken into account. Although they are
not currently significant, building option positions could lead the
Group Risk Department to adopt a more appropriate methodology.

The Group Risk Department back-tests the results of the model
used to calculate the VaR indicator, in order to assess its quality.

Stress scenarios

The VaR estimate, calculated on the assumption that it follows a
normal distribution, is carried out under normal market conditions
and does not provide any information on the amount of the
potential loss when the VaR is overrun. The ability to estimate
potential losses under unusual market conditions (terror attack,
collapse of a major group, etc.), is therefore a necessity and is why
stress scenarios are implemented.

A stress scenario involves simulating an extreme situation in order
to evaluate the financial impact on La Banque Postale’s profits or
equity. The use of these scenarios is an analytical and management
tool providing a better grasp of market risk.

La Banque Postale seeks to deal in all markets (UCITS, currencies,
rates, loans and derivatives). However, at the present time, the
bank deals mainly in interest rate products, loans and UCITS. This
is why the crisis scenarios planned mainly concern exchange rates,
interest rates, credit spreads and UCITS, according to their asset
class.

There are two major stress groups under consideration, pursuant
to the relevant regulations. We distinguish between “objective” and
“subjective” methods:

» objective methods are based on historical facts (events which
have actually occurred). To build the scenarios, changes which
took place in the past during major financial crises are applied
to current market conditions. These are historical scenarios;

> the second category of scenarios applies plausible variations
which, although they have never occurred, would jeopardise the
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bank if they did. These shocks are calibrated with assumptions
based on historic statistics drawn from market data.

A historic stress scenario is set off by a violent event affecting a
combination of factors. With the aim of planning for the worst, the
horizons selected are those corresponding to the first stage of the
crisis’ spread up to the first indication of price stabilisation, given
that several trading days are needed to close out the most risky
positions.

Historical scenarios reconstruct the following 12 financial crises:
» stock exchange crash, 19 October 1987;

» withdrawal of sterling from the European Monetary System,
20 September 1992;

bond market crash 1994-1995;

Russia, 17 August 1998;

LTCM, 23 September 1998;

WTC terror attacks, 11 September 2001;
Enron, 31 October 2001;

Lehman collapse, 15 September 2008;
Greek crisis, 2010;

US debt crisis, 2011;

European sovereign debt crisis, 2011;
Brexit, 2016.

stress test is applied to a given category of market risk.
Banque Postale carries out stress testing on the following risks:
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general rate risk: various changes, such as steepening or
flattening or widening of rate spreads, are applied to the
Euribor/Libor interbank rate curves;

» specific rate risk: stress testing is based on the application of
different shocks to the credit spread curves of corporate,
financial and sovereign debt issuers;

> equities risk (UCITS): various shocks are also applied to UCITS
according to their asset class.

4.,5.2.6 Market risk thresholds

Organisation

Market portfolio risks are managed via limits set by the Supervisory
Board’s Risk Committee in the Risk Appetite Statement and the
associated Risk Appetite Dashboard. These operational limits,
implemented by activity in the Risk Management Policy, are
approved by the Executive Board at Group Risk Management
Committee meetings.

The thresholds are applied operationally through a more detailed
set of limits, while the Risk Department ensures, when they are
determined, that they are consistent with the VaR thresholds
approved by the Group Risk Management Committee. The
implementation of these thresholds and monitoring of compliance
with them by market operators, are the subject of regular reports
given at meetings of the Group Risk Management Committee and
the Risk Committee.

The application of thresholds addresses the organisation of
La Banque Postale’s financial activities. Thus, thresholds are
defined by trading room activity, and take into account the aim of
transaction management and the impact of transactions on
La Banque Postale’s profits and equity.
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Risk metrics

The thresholds are applied to the relevant risk measures to delimit
the potential impact of adverse changes in the markets on
La Banque Postale’s profits and on its equity. The objective is also
to ensure that each activity remains within the specified
management framework and only concerns market instruments
that LaBanque Postale’s internal systems are operationally
capable of managing.

Review of thresholds

The thresholds are subject to annual review in conjunction with the
Front Office. It is important to ensure that the allocated thresholds
remain consistent with changes in the financial markets and
La Banque Postale’s activities.

The thresholds may also be reviewed at other times, at the request
of the Front Office or at the discretion of the Financial Risk
Department.

Exceeding the threshold

The threshold limits exceeded are managed via an alert procedure
defined in the standard on the management of exceeded limits
approved by the Risk Management Rules Committee of the Group
Risk Department.

Taking the background of the case into consideration, the Financial
Risk Department evaluates the suitability of the corrective actions
envisaged and may, if necessary and with the agreement with the
Head of Group Risk, authorise a threshold overrun for a limited
period if it cannot be quickly corrected due to operational reasons
or the market environment.

Threshold overruns and temporary overrun authorisations are
reported each month to the Group Risk Management Committee
and must be logged in an overrun notification sheet approved by
the Head of Group Risk.
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4.,5.2.7 Financial instruments and currencies

authorised for trading

The Financial Risk Department draws up a list of authorised
products, approved by the Group Risk Management Committee. All
new instruments appearing on that list must first be approved by
the New Market Instruments Committee.

The Executive Board draws up a list of currencies authorised for
trading. The Financial Risk Department ensures that this list is
complied with and that there is sufficient operational capacity to
manage these currencies, particularly in terms of risk calculation.

The transactions carried out in the market risk scope are based on
very traditional instruments, which are among the most current
ones in the financial markets:

bonds;

rate derivatives (all vanilla);
collective investment schemes;
CDS hedges;

structured EMTNSs;

transactions on listed markets (essentially rate/sovereign bond
futures).

The main changes in 2019 involved the ABS/RMBS authorisation.

vV vV vV vV VY

4.5.2.8 Exposure torisk

La Banque Postale is exposed to market risks due to its cash
management activities, its excess liquidity management (portfolio
of assets available for sale and hedging transactions) and through
transactions undertaken on behalf of customers.

The market portfolio, which combines all transactions exposed to
market risks, includes not only the trading portfolio, defined in
Articles 102 to 104 of Regulation (EU) no. 575/2013 of the European
Parliament and the Council dated 26 June 2013 pertaining to
capital requirements for credit establishments and investment
firms, but also banking portfolio transactions, including
available-for-sale securities and certain lending and borrowing
transactions.

In terms of market risk management, La Banque Postale is first and
foremost exposed to interest rate risk, credit spread risk and
equities market risk. Exchange-rate risk, particularly connected
with international mandates and financial activities, and volatility
risks are moderate.
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4.5.2.9 Changeinthe mainrisk indicators for the trading room and threshold monitoring on the
Fair Value through Profit or Loss scope in 2019

VALUE AT RISK OF THE TRADING ROOM (€ MILLION)
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The VaR of the Fair value through Profit or Loss portfolios remained well below its limit, with a variation between €2m and €5M over the year.

RATE SENSITIVITY (IN € THOUSANDS/BP)
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The sensitivity of the trading portfolio doubled since the start of the year but is far from its limit (revised upward in April 2019)
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CREDIT SENSITIVITY OF THE TRADING PORTFOLIO (IN € THOUSANDS/BP)
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The credit sensitivity of the trading portfolio remained low.
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Excluding AlFs, the sensitivity of the UCITS portfoliol to indices has decreased significantly due to a reduction in positions.
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4.5.2.10 Capital requirements for market risk and for CVA

CVA equity requirements
CVA equity requirements (CCR2)

(in € millions) Exposure value RWA

Total of portfolios under the advanced method - -
VaR component (including the x3 multiplier) - -
SVaR component (including the x3 multiplier) - -
All portfolios subject to the standardised method 761 187
Based on the initial exposure method - -

TOTAL SUBJECT TO CAPITAL REQUIREMENTS WITH REGARD TO THE CREDIT VALUATION
ADJUSTMENT (CVA) 761 187

Market risk within the standardised approach (EU MR1)

(in € millions) RWA Capital requirements

Confirmed revenue

Interest rate risk (general and specific) 949 76
Equities risk (general and specific) - -
Exchange rate risk 93 7

Commodities risk . _
Options - _
Simplified approach B B
Delta Plus approach , ,
Scenario-based approach , _
Securitisation (specific risk) R R
TOTAL 1,042 83

4.5.3  Exposure to portfolio equities not included in the trading book

(in € millions) Exposure
Equity investments 4,539
Subordinated securities 265
Other 271
TOTAL EQUITY RISK 5,075

Consolidated equity investments mainly consist of La Banque Postale’s interest in CNP Assurances.

Unrealised gains and losses and gains and losses on disposals are presented in tables “4.4 Financial assets recognised at fair value through
equity” and “5.3 Net gains and losses on financial assets recognised at fair value through profit or loss” attached to the consolidated
financial statements.
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4.6 OPERATIONAL RISKS

4.6.1 Keyfigures

The indicators, warning thresholds and limits for operational risk
are defined in La Banque Postale Group’s Risk Appetite Statement,
approved by the Supervisory Board.

The significant incident threshold, within the meaning of Article 98
of the decree of 3 November 2014, was not exceeded in 2019.

INCIDENTS ASSOCIATED WITH OPERATIONAL RISK,
BY VALUE (AVERAGE FROM 2015 TO 2019, %)

2%
26% ’

57%

2%

—_—
20 B

™%

M Internal fraud
B External fraud
W Workplace use and safety practices
Clients, products and business practices
B Damage to physical assets
M Interruptions to business and system failures
B Process execution, delivery and management

Breakdown by business line, by average value from 2015 to 2019

The “external fraud” family is the Group’s main exposure. These are
frequent cases of fraud, mainly linked to means of payment
(electronic money and cheques). However, the actions taken over
the past years under the direction of Executive Management have
strengthened the system to fight against fraud and significantly
reduced the losses resulting from this risk.

INCIDENTS ASSOCIATED WITH OPERATIONAL RISK,
BY NUMBER (AVERAGE FROM 2015 TO 2019, %)

. 2% 3%

\

93%

B Internal fraud: 0%
W External fraud

W Workplace use
and safety practices: 0%

Clients, products and business practices
B Damage to physical assets

M Interruptions to business
and system failures: 0%

M Process execution, delivery and management

Business financing
Trading and sales

Retail brokering
Commercial banking
Retail Banking

Payment and settlement
Agency services

Asset management
Corporate items

0%
0%
2%
48%
28%
19%
0%
1%
2%

4.6.2 Regulatory framework and definition

In accordance with EU regulation no. 575/2013 of 26 June 2013 and
the decree of 3 November 2014, the definition of operational risk
adopted by La Banque Postale, as approved by the Group Risk
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Management Committee on 26 February 2015, encompasses the
“risk of losses resulting from the unsuitability or failure of internal
procedures, personnel or systems, or from external events.
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Operational risk notably includes risks linked to events having a low
probability of occurrence but a high impact, risks of internal and
external fraud, legal risks, risks of non-compliance (including

4.6.3  Scope of application

BANQUE POSTALE GROUP - PILLAR IIl INFORMATION
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damage to reputation), and risks linked to the models, but excludes
strategic risks”.

This definition applies to all of the activities of:
» LaBanque Postale and its subsidiaries;

> LaPoste in all sectors performing transactions in the name of
and on behalf of La Banque Postale;

4.6.4 Governance

» companies in which LaBanque Postale, through investment,
plays a direct and effective management role.

The operational risk management procedures rely upon the
principal of the empowerment of the businesses in the
identification, measurement, hedging and monitoring of their risks.

4.6.4.1 Positioning of the Operational Risk

Department

The Group Risk Department is responsible, with respect to the
Executive Board, for the procedures for managing and monitoring
La Banque Postale Group’s operating risks.

As such, the Operational Risk Department, under the responsibility
of the Group Risk Department, reports to the Group Risk
Management Committee for the creation and implementation of
procedures for managing and monitoring operational risks.

Missions of the Operational Risk Department

As part of monitoring any type of risks associated with operations
(volume V of the decree of 3 November 2014), the main missions of
the Operational Risk Department are:

> establish the framework: establish operational risk policy and
governance for La Banque Postale Group, define operational
risk management rules, standards, methods and tools and
ensure their operational application (leadership of the unit);

» monitor: identify the major risks of La Banque Postale Group,
monitor and report on the effectiveness of the systems put in
place to manage those risks;

> anticipate future threats: identify and model stress test
scenarios, identify weak signals;

» provide support: help unit players with the implementation
and leadership of the system in place in their business line.

4.6.4.2 Operational risk management

players

The respective roles and responsibilities of LaBanque Postale
Group players with respect to operational risk management are
formalised in the Group Risk Management Policy. This system is
approved by the Group Risk Management Committee and
distributed to the various Group entities and to entities acting in
the name of and on behalf of LaBanque Postale (LaPoste
Network).

The Group risk management system is applied through risk
management and operating methods rules set forth in the
documentation database for operational risk management.

The key principle is the accountability of business units with
respect to the risks their activity is exposed to. To carry out their
missions within the risk management system, entity heads are
assisted by the employees of the Risk Division, who report to the
Group Risk Department, designated and name “Risk Managers”
(RMs).

Within their respective spheres of responsibility, the RMs:

» ensure the implementation and application of the operational
risk management system;

» monitor its effectiveness;
» report to the Operational Risk Department.

The Operational Risk Department manages all of the actors
concerned in operational risk matters with the help of a road map
which establishes the action priorities, deliverables and the
respective delivery schedule for each year.

4.6.4.3 Bodies

The Operational Risk Department participates, as needed, in
meetings of the Group Risk Management Committee, chaired by
the General Secretary. The main missions of this Committee in
terms of operational risks are: to validate the Group’s operational
risk profiles, investigate and arbitrate on the risk management
systems post-mortem of significant events.

In addition, each entity must hold a Risk and Control Committee
meeting or Risk Management Committee meeting at least twice a
year to provide a consolidated view of the effectiveness of the
operational risk management system and of the related controls.

Lastly, the Operational Risk Departments meet twice with the Risk
Managers at the Operating Risk Management Days. These
Committee meetings notably make it possible to coordinate the
actions initiated by the function, to exchange good practices and to
reflect on changes to be made to the Operational Risk Management
System.
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4.6.5 Current systems

Operational risks are classified according to the risk category and
sub-category framework proposed by the Basel Committee and set
forth in Article 324 of Regulation (EU) no. 575/2013 of 26 June 2013
concerning prudential requirements applicable to credit
institutions and investment firms.

The Operational Risk Department manages the implementation of
an operational risk analysis and measurement system compliant
with the decree of 20 February 2007 on capital requirements
applicable to credit institutions and investment firms and with
Regulation no. 575/20123.

The system notably depends on:
» operational risk mapping;

» the implementation of a system for communicating events and
losses sustained by the various entities of La Banque Postale
and the subsidiaries concerned to the Group Risk Department;

» the implementation of modelling and quantification of
operational risk stress tests;

» reports, consisting of an assessment of operational risk levels by
Basel group, based on events identified and monitoring
indicators.

The system implemented aims to ensure that La Banque Postale
Group, as well as all entities acting in its name and on its behalf, is
organised in such a way that it is able to continually identify,
evaluate and monitor its operational risks, so that it can take
appropriate preventive or corrective measures.

Thus, operational risk management contributes to strengthening
La Banque Postale’s internal control system.

4.6.5.1 IS security
Arisk-based approach to Information Systems
Security

Information Systems Security is defined as an overall risk
management system guaranteeing an adequate level of protection
of information produced and transferred and of related assets in
order to ensure:

» their availability: by guaranteeing that authorised users have
access to the information and related resources as needed;

> their integrity: by guaranteeing the accuracy and reliability of
the information and data processing methods;

> their confidentiality: by guaranteeing that only authorised
persons have access to the information;

> their traceability: by knowing which persons have access to
the information and when they access it.

The process of securing the Information System is the responsibility
of the business lines under the leadership of the Group RSSI
(Manager of Information Systems Security). Cross-entity
information security is provided in all business activities of
La Banque Postale Group by the RSSI.
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The process has four primary focuses:

» defining LaBanque Postale’s ISS strategy under the Risk
Management Policy. It is made up of the Information Systems
Security General Policy, Thematic Policies, Technical Security
Directives, operational procedures and IT charters;

» monitoring the operating deployment of this strategy;

» assisting the business lines in complying with the ISS strategy
and with their approach to the risks relating to information
systems, in particular by:

- scrutinising their information systems risk analyses,
- making employees aware of changes in ISS risks;

» compiling a list of the ISS risks to which LaBanque Postale
Group is exposed so as to provide the Group Risk Department
with the necessary data to inform Executive Management
bodies of exposure to risk.

Organisation

In operational terms, ISS consists of identified Correspondents who
report to Operational Risks as well as the teams of the ISD
dedicated to operational security.

Cyber risk and insurance coverage

Cyber risk is a major concern for LaBanque Postale within the
context of the massive digitalisation of services and of a growing
cyber threat.

In addition to the cyber risk management action plans deployed
within the Group, an analysis of the level of coverage provided by
cyber risk insurance was undertaken in 2018 and resulted in taking
out additional capacity.

4.6.5.2 Emergency and Business Continuity

Plan (EBCP) and Safety of Persons
and Property (SPP)

The Group’s Emergency and Business Continuity Plan (EBCP) and
Safety of Persons and Property (SPP) framework is intended to
minimise the impact of potential accidents on customers,
staff,activities and infrastructure in order to preserve the reputation
of the Group and its survival.

The goal of the implementation approach is to optimise the
business continuity and physical resilience systems of all of the
Group’s entities. It is based on a methodology consisting in:

» identifying threats;

» protecting infrastructure via prevention and physical protection
systems and measures;

» identifying business line continuity priorities, needs and
strategies;

» implementing an effective response capacity for a range of crisis
scenarios, including extreme shocks, via a group crisis
management system;

> testing and maintaining the systems to ensure their
effectiveness.
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The Group has defined four interruption scenarios: » unavailable critical and significant services.

» lasting unavailability of a site hosting personnel; The EBCP/SPP manager works with a specialised unit which

> failure of information systems and/or technical systems; manages the risk of business continuity failure in a cross-entity
capacity.

» significant employee absenteeism,;

4.6.6  Calculation of capital requirements in respect of operational risk

Calculation method

The entire La Banque Postale Group implements a calculation of capital requirements according to the standardised approach pursuant to
Articles 317 to 320 of EU regulation No. 575/2013 of 26 June 2013.

The calculation of weighted assets is obtained by multiplying the capital requirements by 12.5.

Summary Table
31.12.2019 31.12.2018
Risk-weighted Capital Risk-weighted
(in € millions) assets requirements assets
Standardised approach 9,504 760 9,351
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4.7

4.7.1 Insurance risks

INSURANCE AND CONGLOMERATE RISKS

The Insurance Division comprises four subsidiaries constituted as
limited companies and a qualifying shareholding in
CNP Assurances, itself a limited company.

Through its insurance subsidiaries - La Banque Postale Assurances
IARD  (LBPAI),  LaBanquePostale  Prévoyance  (LBPP),
La Banque Postale Assurance Santé (LBPAS) and
La Banque Postale Conseil en Assurances (LBPCA)- and its
relationship with CNP Assurances (through both its commercial
partnership and its equity interest in CNP Assurances),
La Banque Postale Group is exposed to risks inherent to the
insurance sector.

The development of LaBanquePostale’s activities with its
customers has relied, since its creation, on the reinforcement of its
insurance offers. In this respect, the insurance business is an
important element of the La Banque Postale Group’s strategy.

For more information on the insurance activities, refer to the
chapter 1 of the !Universal Registration Document, Section 1.4.2
Insurance.

4,7.1.1 Classification of insurance risks

All of the subsidiaries and investments of the La Banque Postale
Group belonging to the insurance sector must meet, at all times,
the regulatory requirements of this sector. LaBanque Postale,
while not an insurance group within the meaning of
Article L. 322-1-2 of the French Insurance Code, as the parent
company and head of the financial conglomerate, is responsible for
ensuring that each of its subsidiaries meets all the requirements
and, more generally, as regards the Insurance Division as a whole,
that the mechanisms for risk control implemented are in line with,
in particular, the Group’s Risk Management Policy and Group Risk
Management Charter.

The Insurance Risk Management Policy is carried out on the basis
of the legal and regulatory framework implemented by the
“Solvency II” and “FICOD” directives, transposed into French law.
This Policy sets out the strategies, principles and processes making
it possible to identify, measure, manage and monitor risks to which
the insurance activities of La Banque Postale Group are exposed,
including those entrusted to its partners from the insurance sector.

Within the framework of the Group’s Risk Management Policy and
the Group Risk Management Charter, and by delegation of
La Banque Postale Group’s Risk Management Department, the
definition and implementation of the risk management system for
the management, control and monitoring of the insurance
activities of La Banque Postale and its subsidiaries are entrusted to
the Finance, Risk, Compliance and General Management
Department of the Insurance Division which:

» develops and validates an Insurance Risk Management Policy
which is integrated into the Group Risk Management Policy;

» implements the mechanisms for the management of the
La Banque Postale Group’s risks, by deploying and adapting
them, as applicable, for the Insurance Division, taking into
account the applicable sectoral regulations;

» oversees compliance, by the Insurance Division entities, with
the Group systems and with the requirements specific to the
Business and the applicable regulations;
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» implements a risk department for the Insurance Division for
which it ensures coordination and liaison with the
La Banque Postales’s  Risk Department. It is led by
La Banque Postale Group’s Risk Department with, notably, the
Risk and Actuarial Department. Within this framework, the head
of risk management within the Insurance Division is, at least,
functionally attached to it.

These mechanisms for controlling insurance risk must make it
possible for the Group to have a sub-consolidated vision, at the
level of the Insurance Division, of the risks taken and the potential
risks, and to ensure at all times that they are compatible with the
appetite for risk. Equally, this mechanism must make such
monitoring possible on a consolidated basis at the level of the
La Banque Postale Group.

To ensure that the insurance activities are aligned with
La Banque Postale Group in terms of risk management, the
Insurance Risk Committee coordinates and supervises the risk
management system for the entire Insurance Division, including
outsourced activities. In particular, it is in charge of providing a
consolidated perspective of Insurance Division risk and of the
corresponding level of control.

The Committee is chaired by the Head of the Insurance Division
and is coordinated by the Divisional Head of Finance, Risk,
Compliance and General Management. Committee meetings are
attended by managers from various functions contributing to the
risk control and management system of La Banque Postale:

With regard to the Insurance Division, the governance of risk is
based on:

» the executive bodies of each subsidiary: the Board of Directors
and its Audit and Risk Committee, in addition to other
committees deriving from it: the Financial Committee and the
Development Committee, for example;

» the operational governance bodies:

a) the General Management of the subsidiary which relies on two
managers, each of which has the authority to commit the
Company and whose respective scope of duties and systems
tools ensure a dual view on the operations and continuity in
decisional processes defined by the Board of Directors.

General Management undertakes various responsibilities with
regard to the establishment, management and monitoring of
the internal control and risk management system
(implementation of the Insurance Risk Management Policy,
allocation of capital to the various business activities, defining
operational thresholds with regular reviews according to the
development of the risk profile; defining in detail the
organisation of the Subsidiary and, notably, the associated
decision-making processes; defining and developing an
internal control environment; ensuring the implementation of
an appropriate structured reporting system; examining the
indicator  dashboard and updating the risk map;
recommending measures aimed at adapting and improving
the internal control and risk management system to the Board
of Directors and applying the Board’s guidelines on measures
to be taken to mitigate identified risks and/or introduce
improvements based on reports received; alerting the Board of
Directors of any malfunctions or significant risks),
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b) the Insurance General Management Committee, which brings
together the Deputy Insurance Division Director, the Effective
Managers of the subsidiaries, the Head of Human Resources,
and the Director of General Affairs, the Director of Organisation,
the Director of Programmes and Solutions and the Customer
Relations Department (responsible for implementing the
strategic directions of the Insurance Division, ensuring
monitoring of the progress plan and implementing any
required corrective actions, defining and coordinating the
Insurance Division’s activities, managing the results and
resources of the Insurance Division, proposing structural
operational solutions for the Insurance Division, guaranteeing
coordination with the Group and providing it with their
expertise, proposing new growth projects, developing the
Insurance Division’s medium-term plan and monitoring its
implementation),

c) the Risk Management Committee under the responsibility of
the Risk Management Function (assists General Management
with the definition and monitoring of the risk strategy, the
measurement of the associated capital levels and the
definition of any corrective actions, provides oversight of the
risk management system and of the control plans, and ensures
the regular production of the risk indicator dashboard by
analysing the results),

d) the Model and Assumptions Committee of each subsidiary
reporting to the Actuarial Unit (provides General Management,
the Actuarial function and the Risk Management function with
a report on the status of the models, the environment and
security in place and their updating in order to understand,
approve and report to the Risk Management Committee on
changes to models and their impact as well as on model
thresholds, ensures that there is an adequate level of
documentation, obtains approval for the management
strategies proposed to the Company’s business heads, takes
part in training managers on the tools and their limits,
arbitrates the assumptions, legal framework and models used
for the decisions),

e) the Product Review Committee, reporting directly to General
Management (analyses new products and guarantees and their
risks in order to verify their match with the business plan and
the risk profile of the subsidiary, approves or rejects projects to
launch new products or guarantees prior to presentation to the
La Banque Postale’s Products Review Committee),

f) Partnership Management Committees reporting to General
Management to verify implementation by service providers of
their contractual commitments in terms of risk management,

g) the four key functions of each subsidiary: Risk Management,
Compliance Checking, Actuarial Verification and Internal Audit
(which is delegated to the Internal Audit Department of
La Banque Postale). The key functions report on their work to
the Audit and Risk Committee which reports in turn to the
Board of Directors.

The risk thresholds are set in line with the risk appetite of each
subsidiary, and are approved by each subsidiary’s Board of
Directors. They provide a strict framework for risk management and
the selection of risks.

The main risks linked to insurance activities are monitored by
La Banque Postale Group’s Risk Management Committee and
CNP Assurances’ Audit and Risk Committee.
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4.7.1.2 Classification of insurance risks

La Banque Postale’s Insurance Division risks are grouped into four
main risk categories in line with the risk classification of the
Solvency Il regulations and the conglomerated risk map:

» financial risks;

» insurance liability risks (or technical risks);

» operational risks and risks of non-compliance;
» otherrisks, including the model risk.

Financial risks

The insurance subsidiaries of La Banque Postale carry out market
transactions as part of their balance sheet asset and liability
management: shareholder equity and commitments towards
policyholders are covered by various categories of assets exposed
to the risk of securities’ price changes resulting from movements in
the financial markets and factors inherent to each issuer.

Market risk

The insurance subsidiaries are exposed to the following market
risks:

interest rate risk;
equity risk;
property risk;
spread risk;
exchange risk;
concentration risk;
liquidity risk;

YV Y YV VYV VY VY VY

counterparty risk.

Interest rate risk

Given that most of the portfolio consists of interest rate products,
the asset portfolio is mainly exposed to interest rate risk: an interest
rate rise would have an immediate repercussion on the level of
unrealised capital gains or losses on fixed-income assets; a fall in
interest rates would entail a dilution of the asset’s overall rate of
return caused by lower actuarial rates upon the purchase of bonds.

Equity risk and property risk
Equity risk and property risk result from the sensitivity of the value

of these assets to changes affecting the market value or volatility of
equities and/or property.

As with direct investments in equities and through equity
investment funds, equity portfolios are sensitive to fluctuations
that may be sustained in the equity markets and the risk of loss of
value caused by a fall in prices of property and infrastructure
assets.

Spread risk

Spread risk arises from the sensitivity of the value of assets,
liabilities and financial instruments to changes affecting the level or
volatility of credit spreads compared to the risk-free interest rate
yield curve.

Exchange rate risk

There may be some indirect exchange rate risk exposure arising
from placements in investment funds able to invest in securities
denominated in a foreign currency.

Exchange rate risk is related to fluctuations in the level or volatility
of exchange rates between the currency of assets and of liabilities.
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Concentration risk

Concentration risk arises either from insufficient asset portfolio
diversification or from significant exposure to default by a single
securities issuer or by a group of related issuers.

Liquidity risk
Liquidity risk, for the insurance subsidiaries, is the risk of being

unable to realise their investments and retain assets in order to
meet their financial obligations when they fall due.

Counterparty risk

The scope of counterparty risk includes contracts with provision for
risk mitigation, such as reinsurance contracts, securitisations and
derivatives, and receivables due from intermediaries and insured
parties.

In order to manage market risk, strategic and tactical investment
allocation guidelines are defined annually by the insurance
subsidiaries of La Banque Postale Group. These guidelines specify
targets for portfolio distribution by asset class, the maturities and
preferred interest rates for fixed-income investments, as well as the
bank’s objectives in terms of hedging financial risks.

Oversight of the implementation of these guidelines involves
assessing compliance with the thresholds applicable to each asset
class, monitoring portfolio sensitivity and ensuring a satisfactory
liquidity level.

Technical risks, or insurance liability risks

Due to their activities in Property & Casualty insurance and in
Health & Personal Risk insurance, the insurance subsidiaries of
La Banque Postale are exposed to underwriting risk and to
catastrophe risk, associated with changes to the features of
portfolios of insured parties.

Underwriting risk is defined as the risk which the insurer takes in
distributing insurance contracts to physical persons or to legal
entities, stemming from:

» market segments or risk categories which are not consistent
with the risk profile and commercial strategies of the insurance
company;

» complex risk categories which are difficult to assess;

» insufficient technical competencies within the internal

personnel and the sales networks;
» failure to comply with limits.
Underwriting risk encompasses the following risks:

» mortality risk is the risk of loss, or of an unfavourable change in
the wvalue of insurance commitments, resulting from
fluctuations affecting the level, trend or volatility of mortality
rates, when a rise in these rates brings on a rise in the value of
insurance commitments;

> longevity risk is the risk of loss, or of an unfavourable change in
the value of insurance commitments, resulting from
fluctuations affecting the level, trend or volatility of mortality
rates, when a fall in these rates brings on a rise in the value of
the insurance commitments;

» disability risk is the risk of loss, or of an unfavourable change in
the value of insurance commitments, resulting from
fluctuations affecting the level, trend or volatility of disability,
sickness and morbidity rates;

» surrender risk is the risk of loss, or of an unfavourable change
in the value of insurance commitments, resulting from
fluctuations affecting the level, trend or volatility of early
termination, expiry, renewal and surrender of policies;
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» expense risk is the risk of loss, or of an unfavourable change in
the wvalue of insurance commitments, resulting from
fluctuations affecting the level, trend or volatility of expenses
incurred for the management of insurance or reinsurance
contracts;

» revision risk is the risk of loss, or of an unfavourable change in
the value of insurance commitments, resulting from
fluctuations affecting the level, trend or volatility of revision
rates applicable to annuities, as a result of a change in the legal
environment or state of health of the insured party;

» premium and reserve risk is the risk of loss, or of an
unfavourable change in the value of insurance commitments,
resulting from fluctuations affecting the occurrence, frequency
and gravity of insured events, as well as the date and amount of
claim settlements;

» catastrophe risk is the risk of loss, or of an unfavourable
change in the value of insurance commitments, resulting from
significant uncertainty of pricing and provisioning assumptions
in the light of extreme or irregular events.

Through their underwriting policies, the Property & Casualty
insurance and Health & Personal Risk insurance subsidiaries define
their requirements in terms of controls, management and
monitoring of underwriting risk, in line with the features of the
portfolios insured. The applicable rules aim to hedge the
anticipated level of technical risk. Underwriting thresholds have
been defined for each risk.

Operational risks and risks of non-compliance

Operational risks and risks of non-compliance correspond to
unforeseen losses resulting from inadequate or faulty internal
processes, personnel, internal systems or external events.
Operational risk includes legal risks, but does not include risks
stemming from strategic decisions, or from reputational risks.

Operational risks include:

> risk of internal fraud: risk of losses resulting from actions
which are not compliant with the legislation in effect or with
employment, health or safety conventions, claims for
compensation for personal prejudice or breaches of
equality/acts of discrimination;

> risk of external fraud: risk of losses resulting from actions by a
third party intended to defraud, misappropriate property or
bypass legislation;

> risks related to employment and workplace safety: risk of
losses resulting from actions which are not compliant with the
legislation in effect or with employment, health or safety
conventions, claims for compensation for personal prejudice or
breaches of equality/acts of discrimination;

» risk related to customers, products and business practices:
risk of losses resulting from an non-intentional breach,
negligence, failure to meet a professional obligation toward
specific customers (including fiduciary and compliance
requirements) or shortcomings in the nature or design of a
product;

> risk of damage to tangible assets: risk of destruction or
damage resulting from a natural catastrophe or other events;

» risk of business interruption or system malfunctions: risk of
losses resulting from interruptions of the business activity or
system malfunctions;

» risks related to the execution, delivery and management of
processes: risk of losses resulting from a problem in the
processing of a transaction or in the management of processes
or suffered within the context of relations with commercial
counterparties or suppliers.
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Other risks

Other risks concern those tied to internal and external factors
which may have a significant impact on the strategy and the
achievement of the objectives of the insurance subsidiaries or of
another entity.

They include the following risks:

> risk related to regulatory changes: risk related to regulatory
changes which have not yet been mastered which can
unfavourably impact the strategy, volume or quality of new
business, the profitability of the portfolio or which could result
in sanctions. This also includes tax changes;

4.7.2  Conglomerate risks
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> retail risk: risk of losses due to a retail strategy which does not
enable achievement of the goals initially set in the business
plan;

» reputational risk: risk of losses due to the deterioration of the
image of a subsidiary or one of its partners;

> emerging risks: risks related to technology and/or
environmental changes which have not yet been mastered;

» partnership risk: risk of losses due to a partner strategy which
does not enable achievement of the goals initially set;

» model risk: this risk covers the risk of specification error,
implementation risk and estimate risk and the risk of improper
use.

La Banque Postale was identified as Conglomerate Head by the
competent authority upon its creation in 2006 and, in that respect,
is subject to Additional Oversight.

The obligations related to Additional Oversight are described in the
decree of 3November 2014 concerning Additional Oversight,
transposing EC Directive 2002/87, also known as the FICOD
directive.

In this respect, the insurance subsidiaries: LaBanque Postale
Assurances IARD (LBPAI), La Banque Postale Prévoyance (LBPP),
La Banque Postale Assurance Santé (LBPAS), in addition to the
qualifying  shareholding in  “CNP Assurances”, the asset
management firm LBPAM and the subsidiary credit institutions and
investment firms, are subject to additional oversight in the
following areas:

» capital adequacy;
> monitoring concentration risk;
» monitoring intragroup positions.

The conglomerate structure corresponds to the Group structure set
out in chapter 1 of this Universal Registration Document, while the
consolidation method is detailed in chapter 5. The governance of
CNP Assurances is described in its 2019 Universal Registration
Document, in its chapters relating to corporate governance, risk
management and internal control.

The monitoring of conglomerate risks led to the implementation of
a conglomerate standard within the Group which was approved by
the Standards Validation Committee in May 2017.

4,7.2.1 Governance and organisation

Conglomerate risks are monitored, in particular, for:

» the subsidiaries, at the Group body level, namely the Insurance
Risk Committee, then the Group Risk Management Committee
(see Section 4.7.1 on Insurance Risks);

» CNPAssurances’ qualified participation, at the level of the
Conglomerate Committee, which is subject to specific
cross-functional monitoring. This Committee meets on a
quarterly basis and includes members from the financial
functions and the internal control functions for each entity.
Thereafter, monitoring takes place at the level of the Group Risk
Committee.

The management and monitoring of risks in the insurance sector is
therefore the remit of the Insurance Risk Committee and the
Conglomerate Committee. The main risk factors and associated
indicators are presented at the meetings of these committees.

The Conglomerate Committee met six times in 2019 and reviewed
the following topics related to internal control:

» presentation and monitoring of the Audit Plan;

» presentation and monitoring of the Risk and Permanent Control
System;

» presentation and monitoring of the Compliance and AML/CFT
system.

Trajectory assumptions for the insurance subsidiaries and
CNP Assurances are included in the solvency trajectory of
La Banque Postale.

These committees provide exchanges ensuring additional
supervision. A summary is presented to the Group Risk
Management Committee on, notably, the solvency ratios for the
insurance sector entities.

A summary is also presented on the asset management
subsidiaries, setting out:

» distribution by asset class and by rating;

» monitoring of concentration risk, broken down by sector, by
geographic area and by bank debt beneficiary.
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4.7.2.2 Capital adequacy monitoring

As Conglomerate Head, LaBanquePostale must ensure the
individual capital adequacy of each entity subject to prudential
requirements and on a consolidated basis at the conglomerate
level.

The level of capital, at Conglomerate level, must be sufficient to
meet the capital requirements (ratio above 100%).

As at 30 June 2019, the equity of the financial conglomerate meets
the solvency requirements for banking and insurance activities.

(in € millions) 30.06.2019 30.06.2018 31.12.2018
Total equity of the financial conglomerate 12,730 12,458 12,150
Regulatory requirement for the regulated entities 8,910 8,203 8,325
Equity excess or shortage 3,820 4,256 3,825

4.7.2.3 Monitoring of concentration risk

La Banque Postale must ensure that its information is complete
and comprehensive to provide full and proper oversight of
concentration risk. LaBanque Postale has all the information
required to monitor concentration risk.

In particular, it takes into account, for insurance sector exposures,
the different assessment of exposures borne, La Banque Postale
carrying fully and directly the risk of exposure carried on its balance
sheet assets while the insurers” exposures, which are positioned in
relation to insurance premiums, generate a residual risk (zero on
certain supports) carried by the Conglomerate.

The conglomerate does not change the risk profile of
La Banque Postale to a significant degree. It remains exposed
mostly to sovereign risk and local authority risk in the euro zone
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and mainly in France. The remaining exposures are mainly located
on the banking counterparties.

4.7.2.4 Monitoring of intragroup position

risk

La Banque Postale monitors intragroup positions between the
insurance entities and the credit institutions.

Intragroup exposure is mainly limited to the guarantees provided
by CNP Assurances (or its subsidiaries (CNP Caution)) for the real
estate loan activities, the amount of which does not exceed
€1 billion, and the amount of commissions received. There are no
refinancing dependencies (senior or subordinated) between the
two sectors.
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4.8.1 Legal and tax risk
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The Group Legal Department has a dual role in terms of controlling
legal risk. It advises LaBanque Postale’s departments, enabling
them to measure the legal risk inherent to their activity, and it also
defends La Banque Postale’s interests.

The management of legal risk is extended throughout
La Banque Postale Group with the creation of Legal Division at the
level of the La Banque Postale Group. Given that the legal officers
of the subsidiaries report functionally to the LaBanque Postale
Group Deputy Head of Legal Department, the legal unit ensures
there is consolidated information on, and management of,
significant legal risks that could impact the subsidiaries.

The Group Legal Department also contributes to the work
performed by La Banque Postale’s various committees:

1. within the Regulatory Oversight Committees, the Legal
Department  defines, disseminates and ensures the
implementation of the policy positions concerning the laws
and regulations which affect LaBanque Postale’s business
activities;

2. within the New Products Review Committee, the Legal
Department analyses the cases presented and issues opinions;

3. within the Disputes & Provisions Committee, the Legal
Department discusses the litigation under way and the
provisions to be booked for them;

4. within the Internal Control Coordination Committee, the Legal
Department takes part in reviews concerning audits and
internal control activities;

On 21 December 2018, the ACPR Sanctions Committee
reprimanded La Banque Postale and issued a fine of €50 million
following a report on its AML/CFT initiative; this decision was
conformed by the Council of State. The report found that the
control system was deficient with respect to national mandates
issued by non-customers. This activity was terminated as of
31 December 2017. In addition, the report led to the opening of a
preliminary inquiry.

4.8.2  Risk of non-compliance

On 29 January 2020, the Supreme Court reversed the decision of
the Paris Court of Appeal of 21 December 2017 confirming the
decision by the Competition Authority (on 20 September 2010)
which had sentenced 11 French retail banks and the Banque de
France to a fine for entering into an agreement on cheque image
exchange (EIC) commissions. The Supreme Court partially reversed
the decision and referred the case back to the Paris Court of
Appeal.

There are no other governmental, legal or arbitration proceedings,
including any proceedings of which the Company is aware, whether
pending or threatened, that are likely to have or have had during
the last 12 months, any significant effect on the financial position or
profitability of the Company and/or the Group.

La Banque Postale’s fiscal risks are the responsibility of the Tax
Department reporting to the Bank’s Finance Department. This
Department provides La Banque Postale’s fiscal management and
centralises tax advisory for all of LaBanque Postale’s different
business lines and the subsidiaries. It helps the different contacts to
prevent and control fiscal risks.

The Tax Department takes part in and issues its opinion within the
different internal committees, namely the Product Review
Committee, the Regulatory Monitoring, Prudential Accounting and
Governance Monitoring Committee, the Cross-Entity Securities
Committee and the Cross-Entity Savings Committee.

On 14 November 2018, LaBanque Postale was reassessed VAT
collected on recovery transactions on behalf of third parties (notice
to third-party debtors and others) for the period from 1 January to
31 January 2015.

On 1 April 2019, the audit was extended through 2016 and 2019.

Following a decision of the Council of State on 24.04.2019 (SA
Caisse d’Epargne no. 412570) against the Tax Office, the verification
department announced that there would be no adjustment.

4.8.2.1 Supervision of the non-compliance
risk management procedures
Definition

Non-compliance risk is defined by the decree of 3 November 2014
as “the risk of legal, regulatory or disciplinary sanctions, or significant
financial loss or damage to reputation, due to failure to comply with
provisions relating to banking and financial activities, regardless of
whether these provisions are legal or regulatory, directly applicable
national or European provisions, professional or ethical standards or
instructions from Company managers given in accordance with the
guidelines of the supervisory body”.

The legislator granted the regulator, through Article L. 612-1 of the
French Monetary and Financial Code, the role of “ensuring that
persons subject to the control of the requlator comply with the rules
designed to safequard the protection of their customers [...] and that
the resources and procedures that they implement to that end are fit
for purpose [..].

In  addition, as a provider of Investment Services,
La Banque Postale is obliged to comply with the General
Regulation of the French Financial Markets Authority (AMF) and to
manage the associated risks.

Non-compliance risk includes risks associated with combating
money laundering and the financing of terrorism activities.
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Non-compliance involves  the

departments:

risk management following

» the Compliance Department (Customer Protection Department,
Financial Security Department, Coordination and Steering
Committee;

» the Group Risk Department;
> the Legal Department;

Three committees are dedicated to governance of this risk: the
CCCID (Internal Control Coordination and Ethics Committee), the
LBP’s AML/CFT Committee and the Group AML/CFT Committee.

4.8.2.2 Action by the Compliance
Department to ensure customer
protection and investment services

compliance

Customer protection

The system for management of customer protection risk is based
on the key principle of accountability among all players involved.
This principle is the foundation of an efficient customer protection
system. All employees must ensure that the work that they perform
and the transactions that they handle are executed in accordance
with the expected procedures and the level of quality required,
while taking into account the customer’s interests. This principle
relies on close involvement of managers.

Similarly, all employees must ensure that each project that they
work on is managed in compliance with the systems and internal
rules of LaBanquePostale Group with regard to customer
protection.

The job of protecting customers has always been a matter handled
with great vigilance by La Banque Postale. It has a system which
aims to control, as effectively as possible, the risks to which it is
exposed and it ensures that the system is adapted according to
needs.

La Banque Postale is equipped to identify potential or proven risks,
whether upstream through regulatory monitoring, or with feedback
through the analysis of complaints and control results.

It has implemented a management system for this risk based on
three departments: Regulatory Monitoring within the Legal
Department and the Compliance and Customer Protection Policy
Departments within the Compliance Department.

The Compliance Customer Protection Department ensures the
implementation of the system provided for by Article 35 of the
decree of 3November 2014 by preparing and leading the Product
Review Committee. This Committee meets for all new products and
major changes at La Banque Postale. It is chaired by the Head of
Compliance.

The Compliance Customer Protection Department ensures the
consistency of the messages broadcast via advertising media with
the values of LaBanque Postale (priority given to customer
interests, clear information).

The Customer Protection Policy Department manages customer
protection risk mapping for all La Banque Postale Group entities.
The mapping is included in the Group’s operational risk mapping,
managed with a centralised tool. It is updated at least once a year
by the Group entities subject to this risk. To manage mapping, the
Department relies on the leadership of the compliance
correspondents of the entities within the framework of the
coordination committees.

The Department also handles customer complaints forwarded by
the supervisors and leads the Compliance and Claims Control
group. This group brings together all of the Compliance
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correspondents of the business lines in question to define and
monitor implementation of the improvement actions identified
during the complaints process. It also prepares the questionnaire
on commercial practices and customer protection for the ACPR

(QPC).
Compliance of investment services

The compliance control system for investment services is managed
by the Head of Compliance for Investment Services (CCSN),
assisted by the Investment Services Compliance Department. The
latter Department assists with the functional application of the
control of the delivery of investment services by physical persons
working under the authority of La Banque Postale, or on its behalf,
as well as controlling relationships with customers and with the
markets.

La Banque Postale Group’s RCCI/CCSN Committee is a forum for
compliance and internal control managers of subsidiaries
providing investment services. It ensures the consistency of
investment services positions within La Banque Postale Group.

The Investment Services Compliance Department manages the
mapping of risks associated with investment services (and ancillary
risks). The purpose of this risk mapping exercise is to assess the
suitability and effectiveness of the compliance systems in terms of
detecting any risk of non-compliance with the professional
obligations referred to in Section Il of Article L. 621-15 of the French
Monetary and Financial Code.

It is based on the results of permanent and periodic controls and
on events.

The non-compliance risk assessment enables the frequency of
Level 2 controls for investment services to be adjusted, depending
on the level of risk.

This risk map feeds into the customer protection risk map for
matters concerning customer protection, and the Bank’s
operational risk map for risks related to market integrity and
information barriers.

Finally, the Investment Services Compliance Department prepares
a map of the various potential conflict of interest situations in its
business activities which could compromise customer interests
(and/or those of unit holders). This risk map ensures that
organisational or procedural measures are implemented to prevent
or manage potential conflicts of interest and ensures that the
related controls are carried out and produce satisfactory results.

4.8.2.3 Action by the Compliance
Department to fight against money
laundering and the financing

of terrorism

The system to fight against money laundering and the financing of
terrorism (AML/CFT) is implemented by the Financial Security
Department (FSD) reporting to the Compliance Department. It is
deployed within the La Poste Network and at the subsidiaries by
the Coordination and Steering Committee (DAP).

Financial Security Department

The Financial Security Department defines LaBanque Postale
Group’s rules of procedure for AML/CFT and for regulatory AML/CFT
documentation and training.

It manages the alerts issued by the La Poste Network and the alert
tools;

It also plays a role in the supervision, expertise and definition of
training for the bank’s AML/CFT Division. It ensures that the system
is consistent throughout the La Banque Postale Group with regard
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to the classification of AML/CFT risks and ensures consolidated
reporting.
The Financial Security Department is also responsible for managing

the Bank’s relationships with Tracfin (AML/CFT) and with the
Treasury (financial penalties and embargoes) at national level.

The Financial Security Department has the following dedicated
resources to carry out its work successfully:

AML Department

The AML Department consists of 14
Declarants/Correspondents (DCT) and 7 AML units.

The AML units in the Financial Centres (i.e. about 60 employees) are
responsible for analysing all alerts from post offices, Business
Centres and Financial Centres, as well as the alerts generated by
the dedicated AML/CFT software package.

Having analysed warnings and alerts, the AML unit analysts either
proceed to a justified filing with no action, or prepare an
investigation file for referral to the Level 2 AML-CFT function.

Tracfin

The TRACFIN informant officers are the only persons within the
function (excluding the subsidiaries and branches) authorised to
convey suspicious transaction reports to Tracfin and to respond to
the rights of communication exercised by that body.

Financial Sanctions Department

The Financial Sanctions Department consists of experts and an
anti-terrorism unit.

The anti-terrorism unit is responsible for the first-level handling of
alerts identified by filtering financial penalty lists with the aid of the
filtering tool, and is responsible for monitoring countries under
embargo.

Alerts which are not raised by the anti-terrorism unit are sent for
processing to the dedicated operational unit of the Financial
Security Department which manages the overall system.

Risks and Procedures Department

This department consists of two departments that define the
classification of risks and the applicable procedures in terms of
Financial Security.

Data Sciences Financial Security Department

This Department consists of a business line Project Management
team which ensures that the financial security tools are mastered,
and of a team dedicated to modelling Fraud and AML/CFT alert
scenarios within the LaBanque Postale Group and La Poste
Network (RLP).

La Poste Network

» The AML/CFT system of La Poste Network (RLP) is based on the
RLP’s Sector Directors for post offices and on the Operational
Risk Managers in the Financial Centres, the Sector Heads in the
Post Office branches.

BANQUE POSTALE GROUP - PILLAR IIl INFORMATION
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The Sector Heads act in the name of and on behalf of
La Banque Postale. They are in charge of establishing alerts for
anomalies, reported as part of Post Office activities, that are
likely to constitute a money laundering or terrorism financing
risk. These alert systems feed into the AML/CFT Division’s tools
for combating money laundering. They are also responsible for
the execution of the customer knowledge system (KYC) by
applying the procedures defined by La Banque Postale.

» The Operational Risk Managers in the Financial Centres are
responsible for risk management, including money laundering
and terrorism financing risks. They are responsible for:

- monitoring specific risks related to sensitive customers and the
termination of business relationships;

- monitoring alerts issued by various Centre services;

- raising the awareness of and training the Financial Centre staff
with the support of the AML/CFT units;

— the Business Centre Heads of the Corporate function have the
same responsibilities as the Sector Heads with regard to the
activities of specialist business centre advisors and the
professional customer managers (RC Pro).

The business centres

The Business Centre Directors for the Corporate business line are in
charge of establishing alerts related to anomalies, reported as part
of Business Centre activities, that are likely to constitute a money
laundering or terrorism financing risk. These alert systems feed into
the AML/CFT Division’s tools for combating money laundering.
They are also responsible for the execution of the customer
knowledge system (KYC) by applying the procedures defined by
La Banque Postale.

4.8.2.4 Action by the Compliance

Department related to ethics risks

Ethics represent the principles and values of the Company and are
a continuation of LaPoste’s historical values which consist of
business ethics and the rules of individual and collective conduct
to be applied by every employee.

The Ethics/Corruption Prevention Department combines the
functions responsible for ethics, regulatory approvals, conduct risk
and the system to prevent corruption.

Ethics and corruption prevention rules are formalised in the Ethical
Conduct Code and its appendixes and in the Anti-Corruption Code
of Conduct. The codes are appended to the Internal Rules to
ensure that any breaches can be penalised.

They are disseminated using different methods: distribution of the
codes and explanatory and illustrative documents, intranet page,
in-class training and e-learning to reach all employees at different
times in their career, i.e. when they begin with the Company, carry
out activities and take regular refresher courses.
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Ethics

The ethics function defines and disseminates La Banque Postale’s
ethics rules.

» they are distributed by the network of ethics correspondents in
the head office departments, the subsidiaries and the Financial
Centres which meet periodically;

» finally, any breaches of ethics or misappropriations discovered
by the control bodies and forwarded for action to HR managers
and services are escalated and analysed monthly to ensure
national monitoring of the most serious cases.

Corruption prevention system

The Ethics and Corruption Prevention Department is responsible
for defining and monitoring the implementation of the corruption
prevention system in accordance with law no.2016-1691 of
9 December 2016, known as the Sapin Il Law.

A steering committee which brings together all of the departments
and subsidiaries of La Banque Postale Group around the Legal and
Compliance functions has organised the implementation of eight
points of the ethics and corruption prevention system within
La Banque Postale Group: code of conduct, alert system, risk
mapping, assessment of third parties, accounting procedures,
training, disciplinary regime, and system control and assessment.

Monitoring of the operation of the corruption prevention system is
carried out by:

» the Corruption Prevention Committee which consists of the
corruption prevention players within La Bangue Postale Group.
The Committee is chaired by the Head of Compliance;

» within the Internal Control Coordination and Ethics Committee,
chaired by the General Secretary, a member of the Executive
Board.

Approvals

Ownership of the global approval system includes Insurance
approval, AMF certification and the approval for banking and
financial sales. This involves the personnel of La Banque Postale, of
La Poste and of Financial Services acting in the name of and on
behalf of the Bank. The following points are handled, in particular:

» functions within the remit of each of the approvals are correctly
identified and their mapping kept up to date;

4.8.3  Environmental risks

» the management directions and rules defined are shared and
implemented;

> the training and exams leading to employee authorisation are
compliant with the requirements of regulations;

» the method for processing each of the authorisations enables
the production of a report if requested by the regulator.

The operational handling of the three authorisations is provided by
the Centre national de l'assurance et de ['habilitation (CNAH).

Conduct risk

Conduct risk, which was added to the Risk Management Policy in
2017, is defined as the current or potential risk of losses resulting
from the inappropriate provision of financial services, including
cases of improper conduct, whether voluntary or out of negligence.

A monitoring system based on qualitative indicators fed from
several sources has been implemented. It aggregates financial and
extra-financial ratings, complaints, the study of disputes, customer
and social network studies, fraud analysis and penalties and is
completed by external opinion regarding similar issues
encountered by peers.

4.8.2.5 Action of the Legal Department with

respect to regulatory monitoring

In addition, the organisation of non-compliance risk management
is based on the regulatory monitoring system implemented at
La Banque Postale. Regulatory monitoring allows the bank to
follow the texts applicable to transactions and information related
to the personnel concerned. It is based on the regulations set out in
the decree of 3 November 2014 and is implemented by the Legal
Department (notably by its Group Regulatory Monitoring
Department).

Within the La Banque Postale, regulatory monitoring is organised
around four business line regulatory monitoring committees (Retail
Banking, insurance, asset management/financial markets and
accounting/prudential/governance) which meet bi-monthly and
bring together legal experts, representatives of the business lines
and subsidiaries in question and representatives of the risk,
compliance and Internal Audit departments.

A summary of the regulatory monitoring is provided at each
La Banque Postale Group General Management Committee
meeting.

These risks are identified and described in chapter 6 of this Universal Registration Document.
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REMUNERATION POLICY

ltems related to the remuneration policy are set out in chapter 2 of this Universal Registration Document, under Section 2.1.4 Remuneration.
Certain items will be completed in the half-yearly update of the Universal Registration Document.

4.10 PILLARIII CORRELATION TABLE

Or Universal Registration

CRR Article Subject Chapter 4 - Risk Management Page Document page
90 (CRDIV) Return on assets Chapter 3, page 75
Operational implementation of the
435 Risk management policy and objectives reference framework Page 116
Capital management and capital
436 Scope of application adequacy Page 100
Capital management and capital
437 Capital adequacy Pages 103+
Current methodology used to
calculate capital requirements
Capital management and capital
438 Capital requirements adequacy Pages 109+
439 Exposure to credit and counterparty risk Credit risks Pages 124+
Capital management and capital
440 Capital buffers adequacy Page 111
Publication of indicators of global
441 Indicators of global systemic importance systemic importance Page 115
442 Credit risk adjustments Credit risks Pages 124+
443 Unencumbered assets Encumbered/unencumbered assets Pages 156+
444 Use of external ratings agencies Use of external ratings agencies Page 141
445 Market risk exposure Market risk Pages 157+
446 Operational risk Operational risks Pages 164+
Exposures in equities not included in
447 Exposures in equities not included in the trading book the trading book Page 163
Exposures to interest rate risk on positions not
448 included in the trading book Interest rate risk Pages 147+
449 Exposures to securitisation positions Securitisation Page 144
450 Remuneration policy Chapter 2, pages 59+
451 Leverage Prudential ratios Pages 112+
452 Use of the IRB approach for credit risk N/A N/A
453 Use of credit risk mitigation techniques Credit risks Page 139+
Use of the advanced measurement approach for
454 operational risk N/A N/A
455 Use of internal models for market risk N/A N/A
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4.11 DECLARATION ON ITEMS WITH RESPECT TO PILLAR Il

La Banque Postale publishes information related to Pillar Il in its
annual Universal Registration Document.

La Banque Postale considers that the risk management systems
currently in place within the Bank, through the various risk
identification, measurement and management systems (by type,
activity and entity) combined with the cross-functional and
forward-looking systems, ensure that the Bank has a
comprehensive vision of its risk profile and enables it to put in
place the appropriate preventive or corrective actions, as
necessary.

The preparation of this chapter was coordinated by the financial
communication unit and the information set out herein was
produced and documented by the Accounting Department, the
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Balance Sheet Management Department, the Tax Department, all
three reporting to the Finance Department, the Department of
Public Affairs, of Institutional and Financial Communication, the
Group Risk Department, the Compliance Department, the
Permanent Control Department, the Legal Department and the
Insurance Division. The information with regard to the
remuneration policy was produced jointly by the Company
Secretary and the Human Resources Department.

This chapter was also read in full by the statutory auditors as part
of their work to review the update to the Universal Registration
Document.
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CONSOLIDATED FINANCIAL STATEMENTS

5.1

In application of ANC recommendation No. 2017.02 of 2 June 2017,
La Banque Postale opted to no longer present its insurance
activities as separate items on the balance sheet and income
statement.

Income statement notes

CONSOLIDATED FINANCIAL STATEMENTS

In order to ensure the compatibility of the financial statements, the
restated 2018 data are presented in columns “31.12.2018 restated”
of the balance sheet and of the income statement.

31.12.2018 31.12.2018
(in € thousands) Notes 31.12.2019 adjusted reported
Interest and similar income 6.1 4,257,821 4,110,211 4,068,096
Interest and similar expenses 6.1 (1,919,914) (1,840,295) (1,840,295)
Commissions (income) 6.2 2,655,085 2,732,244 2,689,251
Commissions (expenses) 6.2 (316,478) (287,386) (225,378)
Net gains or losses on financial instruments at fair value through
profit or loss 6.3 110,278 26,591 25,419
Net gains and losses on financial instruments at fair value through
OocCl 6.4 125,705 340,716 341,760
Net gains or losses resulting from the derecognition of financial
assets at amortised cost 6.5 321,934 - -
Net gains or losses resulting from the reclassification of financial
assets from amortised cost to fair value through profit or loss - - -
Gains or losses resulting from the reclassification of financial assets
from fair value through other comprehensive income to fair value
through profit or loss - - -
Net income from insurance activities = = 415,299
Income from other activities 6.6 1,343,562 1,229,474 259,856
Expenses from other activities 6.6 (910,303) (756,643) (179,096)
Impacts of the overlay approach (gross impact) 7 (20,581) 15,023 15,023
Net banking income 5,647,109 5,569,936 5,569,936
General operating expenses 6.7 (4,440,566) (4,418,494) (4,418,494)
Net depreciation and amortisation and impairment of tangible and
intangible fixed assets (251,440) (196,516) (196,516)
Gross operating income 955,103 954,926 954,926
Cost of credit risk 6.8 (178,456) (133,183) (133,183)
Cost of the ACPR penalty - (50,000) (50,000)
Operating income 776,647 771,743 771,743
Share of profits of equity associates 282,171 268,227 268,227
Net gains and losses on other assets 6.9 (159) (637) (637)
Changes in the value of goodwill 6.10 - - -
Pre-taxincome 1,058,659 1,039,333 1,039,333
Income tax 6.11 (272,908) (273,690) (273,690)
Net income 785,751 765,643 765,643
Non-controlling interests 5,301 39,735 39,735
NET INCOME, GROUP SHARE 780,451 725,908 725,908
Undiluted earnings per ordinary share (in euros) 20.61 20.63 20.63
Diluted earnings per ordinary share (in euros) 19.85 18.74 18.74
Dividend per ordinary share (in euros) 8.72 9.28 9.28
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Consolidated balance

31.12.2018 31.12.2018
(in € thousands) Notes 31.12.2019 restated reported
ASSETS
Cash, central banks 51 22,412,492 2,006,794 2,006,794
Financial assets at fair value through profit or loss 52 10,904,637 10,618,753 10,238,167
Hedging derivatives 53 1,487,805 1,159,300 1,159,300
Financial assets at fair value through equity 5.4 15,058,569 15,996,897 13,864,449
Securities at amortised cost 55 28,068,011 23,581,891 23,581,891
Loans and receivables due from credit institutions and similar at amortised cost 5.6 70,634,790 87,351,923 87,351,923
Loans and receivables due from customers at amortised cost 5.7 113,628,165 95,735,985 95,735,985
Revaluation differences on rate hedged portfolios 206,913 81,915 81,915
Investments of the insurance activities and reinsurers’ share of technical
provisions - - 2,810,350
Current tax assets 58 363,529 343,672 343,672
Deferred tax assets 58 223,126 234,580 234,580
Accruals and other assets 59 3,314,224 3,278,561 2,981,245
Interests in equity-accounted companies 5.10 3,592,212 3,266,820 3,266,820
Property, plant and equipment 511 791,898 638,447 638,447
Intangible fixed assets 511 836,210 745,188 745,188
Goodwill 5.12 160,227 160,227 160,227
TOTAL ASSETS 271,682,809 245,200,953 245,200,953
LIABILITIES
Central banks - - -
Financial liabilities at fair value through profit or loss 52 1,587,291 809,214 809,214
Hedging derivatives 53 590,675 347,654 347,654
Liabilities due to credit institutions and similar 5.13 30,714,912 18,877,248 18,877,248
Liabilities to customers 5.14 191,015,741 185,810,952 185,810,952
Debt securities 5.15 23,739,111 16,933,918 16,933,918
Revaluation differences on rate hedged portfolios 838,638 742,855 742,855
Current tax liabilities 5.8 12,514 17,758 17,758
Deferred tax liabilities 5.8 142,305 105,564 105,564
Accruals and other liabilities 5.16 5,272,413 5,059,790 5,059,790
Insurance company underwriting provisions and shadow accounting 5.17 2,552,048 2,479,619 2,479,619
Provisions 5.18 337,265 468,767 468,767
Subordinated debt 5.19 3,096,919 3,879,757 3,879,757
Equity 5.20 11,782,976 9,667,857 9,667,857
Non-controlling interests 76,297 119,112 119,112
Equity, Group share 11,706,679 9,548,745 9,548,745
Share capital 4,631,654 4,046,408 4,046,408
Consolidated and other reserves 5,482,618 4,305,756 4,305,756
Gains and losses recognised directly in equity 811,955 470,672 470,672
Profit (loss), Group share 780,451 725,908 725,908
TOTAL LIABILITIES 271,682,809 245,200,953 245,200,953
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CONSOLIDATED FINANCIAL STATEMENTS

Statement of net income and gains and losses recognised directly in equity

(in € thousands) 31.12.2019 31.12.2018
NET INCOME 785,751 765,643
Items recycled to profit or loss:

Translation adjustments = -
Revaluation of financial assets at fair value through other comprehensive income with

recycling 236,723 (419,196)
Changes in the revaluation reserve 393,839 (292,471)
Recycling to profit or loss (157,116) (126,725)
Revaluation of derivatives hedging items of items recycled in profit or loss (11,659) (146,634)
Changes in the revaluation reserve 21,891 27,737
Recycling to profit or loss (33,550) (174,371)
Impact of the overlay approach 20,581 (15,023)
Items from the share in gains and losses recognised directly in equity from associates* 167,973 (255,206)
Deferred taxes (74,202) 192,893
Items not recycled in profit or loss:

Actuarial adjustments for defined-benefit schemes 3,058 (6,072)
Revaluation of the credit risk of financial liabilities classified as fair value through profit or

loss on option (4,830) 3,279
Revaluation of equity instruments classified as fair value through other comprehensive

income (excluding securities sold during the year) 16,688 17,465
Items from the share in gains and losses recognised directly in equity from associates* (5,585) (2,597)
Deferred taxes 184 (1,260)
TOTAL GAINS AND LOSSES RECOGNISED DIRECTLY IN EQUITY NET OF TAXES 348,931 (632,351)
NET INCOME AND GAINS AND LOSSES RECOGNISED DIRECTLY IN EQUITY NET OF TAXES 1,134,683 133,291
Of which net income and gains and losses recognised directly in equity, Group share 1,125,701 93,874

Of which net income and gains and losses recognised directly in equity,
non-controlling interests 8,981 39,418

* Amounts presented net of deferred taxes.
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CONSOLIDATED FINANCIAL STATEMENTS

Statement of changes in equity

Gains and losses net of
taxes recognised
directly in equity

Legal Perpetual Conversion
reserves, subor- reserves,
retained dinated Changesin
earnings securities the fair Profit Equity,
and Conso- classified Actuarial value of (loss), Equity, non- Total
Share Issue other lidated in adjust- financial Group Group controlling consolidated
(in € thousands) capital® premium reserves reserves  equity mentsinstruments® share share interests equity
Equity under IFRS
(IAS 39) at
31 December2017 4,046,408 16,7191,819,680 2,209,039 (27,346) 1,156,289 763,699 9,984,488 109,064 10,093,552
Effect of the entry into
force of IFRS 9 (113,506) (26,210) (139,716) 780 (138,937)
Appropriation of 2017
netincome - 526,673 237,026 - - (763,699) -
Equity under IFRS
(IFRS 9) at 1 January
2018 4,046,408 16,719 2,346,353 2,332,559 (27,346) 1,130,079 - 9,844,772 109,843 9,954,615
Distribution® - - (343,769) (64,000) - (407,769) (1,093)  (408,862)
Capital increase - (0) - (0) 8,646 8,646
Sub-total of
movements related
to shareholder
relations - - (343,769)  (64,000) - - - - (407,769) 7,553  (400,217)
Changes in gains and
losses recognised
directly in equity - - (368,874) (368,874) (432)  (369,3006)
2018 gain (loss) - - - - - - 725,908 725,908 39,735 765,643
Sub-total - - - - - - (368,874) 725,908 357,034 39,303 396,337
Effect of acquisitions
and disposals on
non-controlling
interests - (48) - (48) (2,816) (2,864)
Share in the changes
in equity of equity
associates - 0 (4,230) - (2,524) (255,144) (261,897) - (261,897)
Other changes - 2 22,171 - (5,487) (33) 16,653  (34,771) (18,118)
IFRS equity at
31December 2018 4,046,408 16,7192,002,586 2,286,452 (35,357) 506,029 725,908 9,548,745 119,112 9,667,857
Appropriation of 2018
netincome - 124,887 601,021 - - (725,908) 0 (0) 0
Distribution - - (326,528)  (29,155) - (355,683)  (10,757)  (366,440)
Capital increase® 585,246 214,754 800,000 800,000
Issues/Redemptions
and remuneration of
subordinated
securities equity
instruments® - 744,000 744,000 - 744,000
Sub-total of
movements related
to shareholder
relations 585,246 214,754 (201,641) 571,866 744,000 - -(725,908) 1,188,317 (10,757) 1,177,560
Changes in gains and
losses recognised
directly in equity - - 180,582 180,582 3,680 184,262
2019 gain(loss) - - - - - - 780,451 780,451 5,301 785,751
Sub-total - - - - - - 180,582 780,4