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1. Risk management objectives and policies
The Crédit Mutuel Arkéa group is a banking and insurance group. It comprises Crédit Mutuel
Arkéa, the Crédit Mutuel de Bretagne and Crédit Mutuel du Sud-Ouest networks as well as
specialized subsidiaries that cover all banking and financial business lines. These
subsidiaries, created to expand the Crédit Mutuel Arkéa group’s product and service offering,
reflect the Group’s desire to constantly improve its service to its members and customers –
individuals, local professionals and businesses – and to contribute to the development of the
regions by helping local authorities and institutions to finance their infrastructure.

In response to the challenges facing the banking profession today, the Crédit Mutuel Arkéa
group continues to promote a corporate culture that constantly adapts to changes in the
environment in which the activities that underpin its corporate purpose operate. The
initiatives undertaken in recent years aim to support technological changes, the emergence
of new players, changes in customer behavior and the integration of new non-financial
factors such as ESG criteria and the fight against climate change.

The level of capital accumulated over the years reflects the recurring nature of the income
and earnings generated by the Group’s business model. It illustrates the confidence
generated and sustained as part of the development strategy combined with a diversified
and moderate risk profile.

The Pillar 3 report serves as a supplement to Crédit Mutuel Arkéa’s 2023 Universal
Registration Document (URD).

1.1. Risk profils
Retail banking and insurance constitute the Crédit Mutuel Arkéa group’s core business, as
evidenced by the share of credit risk in the Group’s total capital requirements (93.6% at
end-2023) with a predominance of the retail customer.
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This risk profile reflects the strategy and associated risk management implemented by the
Crédit Mutuel Arkéa group.This management, which is under Crédit Mutuel Arkéa’s control,
is applied by each of the Group's entities.

To sustain its results, the Crédit Mutuel Arkéa group aims to achieve:

● high levels of security in terms of solvency and liquidity, which are closely monitored
and are factors that instill trust in both customers and investors contributing to the
Group’s refinancing;

● sufficient resistance to multiple adverse stress scenarios (liquidity drying up,
substantial distortion of the yield curve, deterioration of the market values of exposed
assets, deterioration of the ability of issuers of the debt instruments held and of
borrower clients to make repayments) or difficulties limited to certain business
sectors or key players.

Achievement of these objectives relies mainly on:

● a solvency policy designed to maintain the Crédit Mutuel Arkéa group’s financial
solidity on a long-term basis, from a conglomerate perspective, and to ensure
prudent management of solvency by Crédit Mutuel Arkéa’s dedicated teams in order
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to meet Pillar 1 and Pillar 2 regulatory capital requirements on a long-term basis.
Based on a prudential capital structure with a high proportion of reserves, this policy
entails the definition of a safety margin enabling the Group to continue its
development in the context of future regulatory changes and the levels expected by
counterparties (rating agencies, investors). Internal capital allocation is managed in
order to match the estimated risk level and the regulatory requirements of each entity
within the conglomerate. These principles therefore also apply to the Group’s
insurance subsidiaries.

● a liquidity risk policy that is prudent since it is designed to contribute to the continuity
of the Group’s activities even over long periods of unfavorable developments. Crédit
Mutuel Arkéa acts as a central source of refinancing and replacement for all entities
within the Group’s banking scope. Internal liquidity allocation is managed with a view
to ensure that the subsidiaries have access at all times to liquidity (exclusively with
Crédit Mutuel Arkéa) enabling them to comply with regulatory and internal rules.

● an interest rate risk policy in which Crédit Mutuel Arkéa manages the overall interest
rate position within the consolidated banking scope. Crédit Mutuel Arkéa operates as
a central interest rate management unit for all the Group’s banking activities,
including a refinancing unit, in a measured and controlled manner, which enables the
Group to obtain the best conditions at the time, taking into account the business
activity and the current and future interest rate environment. Internal transactions are
managed to ensure that there is no interest rate risk for the local banks and banking
subsidiaries. The operational implementation in the form of limits reflects the
prudence of the policy implemented.

● a credit risk policy which, based on an internal rating system and a prudent hedging
policy, ensures good control of risk and capital utilization:

○ the loan portfolio comprises a very diversified customer base in which
individuals represent the largest share alongside local professionals (artisans,
small businesses, farmers, etc.), non-profit organizations, SMEs and large
companies, as well as local authorities and institutions. The lending policy is
based on in-depth knowledge of the borrower, its business, the purpose for
which the loan is to be used and the application of a tried-and-tested internal
rating system, based mainly on statistical models approved by the
supervisory authority, or an approval scoring system for consumer loans
approved at the point of sale. When deciding whether or not to lend, more
importance is placed on the customer's intrinsic ability to repay the loan than
on the value of the collateral;

○ cash investments also reflect a higher quality credit risk, with a significant
preponderance of investment grade outstandings. These cash amounts are
invested mainly in instruments issued by French and European sovereigns or
European financial counterparties, a large proportion of which are in the form
of covered bonds.

● a prudent market risk policy, with no trading activity, as evidenced by a very low
capital requirement limit, since transactions carried out on behalf of customers are
systematically market-based.
Market risk exposure mainly concerns the portfolio dedicated to liquidity
management, consisting of debt securities and therefore sensitive to spread and
interest rate risks, it being specified that fixed-rate securities are systematically
matched by the Group’s central interest rate risk management unit managed by
Crédit Mutuel Arkéa. Residual interest rate risk arises from adjustable rates. In

3 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



addition, the foreign exchange risk remains negligible with a very low foreign
exchange position thanks to the implementation of hedges, where appropriate.
The derivative market activities also give rise to credit valuation adjustment (CVA –
Credit Valuation Adjustment) risks and risks relating to the financing of part of these
instruments (FVA – Funding Valuation Adjustment).

● an insurance business management policy capable of supporting the Group's core
business, based on profitability and solvency objectives, within a controlled risk
framework:

○ described in the appetite frameworks specific to each company, defined in
compliance with the Group’s framework and under its control, this policy
ensures that the risk levels incurred by the insurance business are compatible
with the guidelines and policies set by the Crédit Mutuel Arkéa group;

○ it aims to ensure the proper delivery of services in accordance with the
commitments made to policyholders;

○ it also specifies the principles relating to the management and control of
underwriting and provisioning risks and the technical risks specific to these
activities.

● an operational risk policy, the aim of which is to ensure that the processes of all of
the Group’s entities are and remain as reliable, secure and efficient as possible. This
policy plays a part in increasing the satisfaction of members and customers and in
ensuring the sound financial health of the Crédit Mutuel Arkéa group by minimizing
the cost of incidents and the equity required to cover them.
In the area of IT risk (including cyber risks), the Group’s appetite is illustrated by:

○ the choice of complete control of its information system;
○ strict data protection and security rules governed by dedicated policies;
○ a commitment of permanent service availability;
○ the priority given to technological innovation for the benefit of the Group’s

members and customers, entities, partners and employees.
In addition, the operational risk policy includes the preventive consideration of risk,
including responsibility for litigation (or legal risk, resulting from any imprecision,
deficiency or insufficiency, real or assumed, which may be attributable to the
reporting company in its operations) external fraud and cyber risk, from the design or
significant development of any process, including when these are outsourced. The
management of the outsourcing process, the implementation of which must make it
possible to effectively control the services and remain a reference partner with the
Group’s suppliers, relies as far as possible on companies located in the regions in
which the Group operates, consistent with its Raison d’être (purpose), making it
possible to achieve the strategic objectives with a view to pooling and optimizing
costs.
It is implemented by means of:

○ coordinating the operational risk management systems, which notably
includes the Emergency and Business Continuity Plan;

○ a self-assessment of the impacts in ordinary and exceptional circumstances
supplemented by action plans intended to reduce the effects of the recurrence
of such risks or to eliminate their causes, where this is possible and can be
justified on economic grounds.
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● a non-compliance risk prevention and control policy, formalized by the Group
Compliance Charter, aimed at protecting the Group from any risk of sanctions,
financial loss or reputational damage while also protecting the interests of customers.
Compliance risks are monitored in four major areas:

○ financial security, including anti-money laundering and terrorist financing
measures;

○ business conduct and professional ethics;
○ protection of customers’ interests;
○ fiscal transparency.

Personal data protection is also covered by a dedicated system and a specific
organization.
In concrete terms, this policy entails:

○ drawing up a non-compliance risk map;
○ overall coordination of the implementation of the system by the Compliance

and Permanent Control Department to ensure consistent practices within the
Group.

● a strategic risk management policy aimed at:
○ ensuring the relevance of the strategic objectives pursued by the Group in the

development of its business model, in view of the endogenous and
exogenous context;

○ to preserve and protect Crédit Mutuel Arkéa's strategic, financial and
operational autonomy in the implementation of its strategic priorities;

○ ensuring over time that the actions and initiatives of the Group’s entities
comply with the strategic goals set out by the Board of Directors in the context
of medium-term planning. The risk appetite shown by the Group in this regard
is low insofar as the strategic goals defined by the Group stem directly from
the company’s Raison d’être (purpose).

● a reputational risk management policy aimed at protecting the Group’s reputation, by
preventing the occurrence of such a risk but also by managing incidents according to
a crisis management system that involves short-term and long-term communication
and a return to normal status. In this respect, the Group shows a very low risk
appetite, wishing to protect what constitutes one of its most valuable assets, any
damage to which could impact its attractiveness, the level of customer confidence, or
the ability of customers to recommend the Group.

● an ESG risks management policy, aimed at gradually integrating these risks and the
mechanisms for transmitting them to other types of risk (mainly credit risk) into
existing systems, in line with the development of the regulatory framework. The
implementation of this policy aims to ensure that risk-taking is consistent with the
commitments made in the Group's Raison d’être (purpose), climate change strategy
and the status of “banque à mission” (bank with a mission), and to reduce the carbon
foot print of the conglomerate's activities. The environmental risk management policy
aims to take into account the impacts of climate risks, in particular by managing
exposures by ESG rating, by sector (based on their sensitivity to physical risk and
transition risk) and by geographic location.

● a model risk management policy aimed at gradually integrating monitoring of the
models used by the Group and an assessment of the risk associated with its key
models in order to minimize their materiality and control the associated level of
capital.
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1.2. Risk governance
Risk governance is based on the structure of the risk management function within the Group,
the management body of Crédit Mutuel Arkéa and each of its entities.

The structure of the risk management function comprises various participants:

● the supervisory body: the Board of Directors of Crédit Mutuel Arkéa and the Risk and
Internal Control Committee for the Group and the Board of Directors or Supervisory
Board of each entity;

● the executive body: the Executive Committee and the Risk Monitoring Committee for
the Group and the General Management/Executive Board/Management Committee
as well as the Risk Monitoring Committee or its equivalent for each entity;

● the head of the risk management function: the Head of Risk Management for the
Crédit Mutuel Arkéa parent company and the Group, and the manager designated for
each entity;

● the correspondents for each type of risk: the persons designated for each entity.

Supervisory bodies

Supervisory body, i.e. its Board of Directors or Supervisory Board, is involved in risk
management. It approves the risk appetite framework and its quantified indicators. This
involves setting the warning thresholds, limits, recovery thresholds and risk limits and
monitoring ongoing compliance with them via the regular updates it receives from the
executive body.

The risk management factors set by Crédit Mutuel Arkéa’s Board of Directors apply to the
entire Group. The risk management thresholds, limits and/or objectives set by the
supervisory bodies of the subsidiaries are therefore compatible and consistent with the
factors adopted by Crédit Mutuel Arkéa’s Board of Directors.

The Risk and Internal Control Committee, an offshoot of Crédit Mutuel Arkéa’s Board of
Directors, is responsible for assisting the Board in managing the risks associated with Crédit
Mutuel Arkéa's activities, in accordance with the administrative order of November 3, 2014,
as amended by the administrative order of February 25, 2021 (hereinafter referred to as the
“administrative order of November 3, 2014”. It is responsible for monitoring the
effectiveness of the Group’s internal control (permanent and periodic) and risk management
systems. Its role involves “assessing in particular the consistency of the risk measurement,
monitoring and management systems and proposing, as necessary, additional action in that
regard .” The Risk and Internal Control Committee is presented with an overview of the1

Group's risk situation drawn up at the end of each quarter, supplemented by a trend. In
addition to this, there is a presentation of the annual review of the risk appetite framework
and of the system of limits, risk by risk, the results of ICAAP (Internal Capital Adequacy
Assessment Process) and ILAAP (Internal Liquidity Adequacy Assessment Process)
processes and this document.

1 Extract from the Risk and Internal Control Committee’s Operating Charter
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Executive bodies

Each entity’s executive bodies are responsible for managing the risks associated with their
activities. Thus, Crédit Mutuel Arkéa’s Executive Committee is responsible for the Group’s
risk management, for which it is accountable to Crédit Mutuel Arkéa’s Board of Directors.

As such, it draws up the Group’s risk appetite framework, which it then puts forward to the
Board of Directors for approval. It also validates the management objectives put forward to it
by the Group Risk Monitoring Committee before presenting them to Crédit Mutuel Arkéa’s
Board of Directors for adoption. It is regularly informed of the group’s risk situation through
risk overviews.

The effective managers of each Group entity have the same role and the same rights at their
level, with the understanding that the risk management policy specific to each entity must be
consistent with that of the Group. This applies particularly to the system of limits and the
group procedures applied by each entity.

Under the delegation of authority by Crédit Mutuel Arkéa’s Executive Committee, the Risk
Monitoring Committee and dedicated ad hoc committees (the ALM and Capital Management
Committee, the IT Governance Committee, the Counterparties Committee, etc.) are
responsible for the overall monitoring of all risks associated with the Group’s activities,
including all of the following:

● the proposal of the risk appetite framework and associated management objectives
and operational limits;

● approval of the management policy for each Crédit Mutuel Arkéa group risk;
● monitoring of the results of the implementation of these policies and, in particular,

controlling compliance with the objectives, as well as the impacts on earnings and
the regulatory ratios both in actual and forecast situations;

● reviewing of any measure necessary or useful in managing these risks.

These provisions also apply to the body that acts as the Risk Monitoring Committee for each
entity. Depending on its size, each entity has a Risk Monitoring Committee or a committee
covering both “permanent control” and “risk”.

Under this structure, ultimate responsibility for an entity’s risks, whether or not its activities
are outsourced, lies with said entity and, in particular, its effective managers. The latter must
report on the entity’s risk situation to their supervisory body on a regular basis.

Risk management function

The head of the Group’s risk management function is appointed by Crédit Mutuel Arkéa’s
Board of Directors on the recommendation of the Chief Executive Officer. This responsibility
was entrusted to the Crédit Mutuel Arkéa group's Head of Risk Management.

Each Group entity also appoints a head of its risk management function in accordance with
the same procedure: proposal by the General Management after obtaining the opinion of the
Crédit Mutuel Arkéa group’s Head of Risk Management, and approval by the supervisory
body.

These risk management function heads are supported by a network of correspondents
dedicated to monitoring each risk within each entity. For each type of risk identified within the
Group, an advisor for the entire Group is appointed within the Crédit Mutuel Arkéa Risk
Department. This adviser has as correspondents those persons appointed in all structures
exposed to the same risk. These correspondents act as advisors to the risk management
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function within their entity, on the risks in which they have the relevant expertise. They are in
charge of managing and controlling the risks for which they are responsible, jointly with the
appointed head of the risk management function.

Internal control

Internal control, which encompasses permanent control and periodic control, is a feature of
the risk governance system. To that end, the Crédit Mutuel Arkéa group has, on the one
hand, a permanent control function present in each entity and coordinated by the Crédit
Mutuel Arkéa group's Compliance and Permanent Control Department and, on the other
hand, a single Internal Audit and Periodic Control Department, operating directly in all Group
entities.

Each of these functions reports to the executive bodies, which are the Compliance and
Permanent Control Committee and the Periodic Control Committee, and to the supervisory
body via the Risk and Internal Control Committee or directly to Crédit Mutuel Arkéa’s Board
of Directors.

The Crédit Mutuel Arkéa group’s risk governance system benefits from a structure in which
the risk management function, the compliance control function, the permanent control and
the periodic control effectively complement each other, as shown in the diagram below:
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1.3. Risk appetite
The Crédit Mutuel Arkéa group, a cooperative and mutualist group, maintains a long-term
development model that is modern, profitable and generally prudent. The level of capital
accumulated over the years reflects the recurring nature of the income and earnings
generated. It illustrates the confidence generated, which is based on a development strategy
combined with a moderate risk profile, inherent in an effective appetite framework
implemented over the long term.

The priority given to reasonable profitability and risk reinforces the level of trust needed to
maintain a lasting commercial relationship with customers. This especially characterizes the
Crédit Mutuel Arkéa group's cooperative and mutualist model, in which members, who are
joint owners, are also customers, and favor the quality of a long-term relationship with their
bank over the return offered by the share capital they hold. The return on share capital is
considered part of an overall assessment in the medium or long term, with no immediate
urgency. The Group can thus manage or even anticipate changes in its environment, while
continuing to effectively control its risks.

Risk appetite framework

Risk appetite is defined as the level of each type of risk that an organization can tolerate and
is prepared to take, in both a normal and impaired economic and financial environment, as
part of a development strategy over a forecast horizon of at least three years. The aim of the
Crédit Mutuel Arkéa group’s risk appetite framework is to effectively govern and oversee risk
management by implementing a consistent system.

The risk appetite framework architecture may be represented according to the different
possible risk levels, formalized in the form of scenarios:

● the normal situation corresponds to a normal risk situation;
● the stressed situation corresponds to a situation of exceptional deterioration of one

or more risks;
● the extreme situation corresponds to a risk situation requiring the implementation of

the recovery plan;
● the critical situation corresponds to a situation in which resolution must be

implemented by the Single Resolution Board (hereinafter the “SRB”), the European
decision-making body for resolving failing financial institutions.

Based on this representation of possible risk situations, there are three thresholds that
signify four different risk areas:

● three thresholds corresponding to three levels of risk valuation:
○ the limit, a level compliant with the Group’s risk appetite policy, for the normal

conduct of activity, and the maximum risk limit in a normal situation. This limit
is supplemented beforehand by a warning threshold reflecting a level of
vigilance above which Crédit Mutuel Arkéa's management body wishes to be
more particularly informed;

○ the recovery threshold, the level beyond which the recovery plan should be
triggered (depending on the indicators concerned);

○ the maximum absorbable risk capacity threshold, a regulatory level that
should trigger the resolution plan under the authority of the Single Resolution
Mechanism;
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● four risk areas, three of which are under the governance of Crédit Mutuel Arkéa:
○ the risk appetite area, which reflects the degree of prudence or appetite for

the risk in question; operational limits are set, risk by risk, in the current
situation;

○ the tolerance area, which covers any exceptional deterioration in risk, taking
into account rapid risk mitigation measures. It dictates the limit, with the
recovery threshold itself restricted by the dimension of the recovery zone;

○ the recovery area, zone for implementing the recovery options in the
recovery plan, with an entry threshold or recovery threshold set according to
the magnitude of the recovery options (to avoid exceeding the the maximum
absorbable risk capacity and entering the resolution area);

○ the resolution area, the zone where the CRU implements the resolution plan
since the regulatory thresholds for conducting business have been exceeded.

The figure below summarizes the general architecture of the risk appetite framework:

Governance of the risk appetite framework

The risk appetite framework is reviewed at least once a year, as part of the Group’s overall
management process. The medium-term business and earnings forecast necessarily
includes an assessment of future risk, under both normal and unfavorable conditions. The
aim of this exercise is to ensure a development trajectory with the greatest chances of
success in achieving the target risk/return ratio.

The risk appetite framework is therefore a key tool for managing the Group’s business
management function. Its annual review is an opportunity to:

● decide on the level of risk borne by the Group;
● measure the potential capacity for absorbing additional risk;
● project this level of risk according to assumptions concerning the development of the

activities associated with the risk scenarios.

This iterative exercise is compared with the annual and medium-term plan, thereby ensuring
the consistency of the commercial, financial and risk policies. Prepared jointly by the Crédit
Mutuel Arkéa group’s Finance and Risk Departments, notably, in collaboration with the
management of the Group's entities, the risk appetite framework is presented to the Risk
Monitoring Committee and then to Crédit Mutuel Arkéa’s Executive Committee for approval,
before being submitted to the Risk and Internal Control Committee and then to Crédit Mutuel
Arkéa’s Board of Directors for final adoption.

Its application is then monitored, the results of which are published in the quarterly risk
management report and communicated to the Group’s management body.
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Stress tests

The stress tests are an integral part of the risk management system implemented by the
Crédit Mutuel Arkéa group. They consist of simulating severe but plausible forward-looking
scenarios (economic, financial, political and regulatory) in order to measure the bank's ability
to withstand such situations.

The Crédit Mutuel Arkéa group strives to develop a comprehensive stress program. Based
on its overall risk mapping and the identification of its main vulnerabilities, the Group has
built a graduated stress program with three severity levels:

● stress tests used in the capital adequacy and liquidity assessment processes (ICAAP
and ILAAP), calibrated on the basis of severe and plausible assumptions;

● stress tests developed as part of the recovery plan. These scenarios, which are very
unlikely to occur, make it possible to test the effectiveness of the recovery options;

● stress tests to assess the Group's ability to assume risks (reverse stress test). The
results show the Group's distance from a situation of recovery, or even resolution, in
deteriorated and extreme economic conditions.

The stress test process includes specific stress tests by risk type, such as:

● credit stress tests used to determine changes in capital and cost of risk requirements
entailing sensitivity scenarios based on an identified economic position;

● interest rate stress tests to measure the sensitivity of indicators such as net banking
income to scenarios involving changes in the yield curve;

● liquidity stress tests to calculate the survival horizon in a stressed environment;
● market stress tests based on historical and hypothetical market activity scenarios;
● operational stress tests to calculate a potential loss level as part of the advanced

measurement approach (AMA);
● climate stress tests to materialize the impact of the climate dimension on the

measurement of credit risk in terms of provisions mobilized in the short, medium and
long term (2050).

The Crédit Mutuel Arkéa group also contributes to regulatory stress exercises coordinated
by the supervisory authority and/or the European Banking Authority (hereinafter the “EBA”).
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2. Scope of the regulatory framework
Pursuant to the provisions of EU Regulation No. 575/2013 for credit institutions and
investment firms, as amended by EU Regulation No. 2019/876 of the European Parliament
and of the Council of May 20, 2019 (hereinafter referred to as the "CRR"), the accounting
and regulatory scopes consist of the same entities.

The consolidation method differs for entities in the insurance sector and securitisation funds,
which are consolidated in accordance with the regulatory framework using the equity
method, regardless of the percentage of control. A distinction is also made for companies
included in the scope of consolidation that are jointly owned with a company not included in
the scope of consolidation, which are proportionally consolidated for prudential purposes.

Table 1 (EU LI3): Outline of the differences in the scopes of consolidation (entity by
entity)

Entities accounted for by the equity method are risk-weighted.
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Table 2 (EU LI1): Differences between accounting and regulatory scopes of
consolidation and mapping of financial statement categories with regulatory risk
categories
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The differences between the "Carrying values as reported in published financial statements"
and "Carrying values under scope of prudential consolidation" columns result solely from
differences in method between the statutory and regulatory scopes (see Table 1).

Table 3 (EU LI2): Main sources of differences between regulatory exposure amounts
and carrying values in financial statements

Table 4 (EU PV1): Prudent valuation adjustments (PVA)
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3. Capital
3.1. Composition of the capital
Regulatory capital has been determined in accordance with Part II of the CRR, and
supplemented by technical standards (delegated and EU implementing regulations of the
European Commission).

Capital includes:

● Tier 1 capital, comprising Common Equity Tier 1 (hereinafter “CET1”) capital net of
deductions and Additional Tier 1 (hereinafter “AT1”) capital net of deductions;

● Tier 2 (hereinafter “T2”) capital net of deductions.

Tier 1 Capital

Common Equity Tier 1 (CET1) capital consists of equity instruments and associated share
premiums, reserves (including those relating to accumulated other comprehensive income)
and retained earnings. The instruments must be perpetual and comply with the conditions
defined in the CRR (Articles 26 et seq.).

Additional Tier 1 (AT1) capital consists of perpetual debt instruments with no incentive or
obligation around redemption (in particular step-ups in interest rates).

Article 92(1) of the CRR sets a minimum Common Equity Tier 1 ratio of 4.5% and a
minimum Tier 1 ratio of 6%.

Common Equity Tier 1 Capital is determined on the basis of the Group’s reported capital,
calculated on the prudential scope, after applying “prudential filters” and a certain number of
regulatory adjustments (see table below providing a reconciliation of reported capital and
prudential capital).

Prudential filters

Prudential filters related to unrealized gains and losses on cash-flow hedges and changes in
our own credit quality (issuer spread and debt valuation adjustments - DVA for derivative
liabilities), and value adjustments due to prudent valuation requirements (additional value
adjustments - AVA) are applied in accordance with the provisions of the CRR.

Differences relating to the use of the equity method

Differences relating to the equity accounting of associates are split between reserves and
retained earnings, on the one hand, and estimated profit net of dividends, on the other,
according to the capital categories in which they originate.

Other regulatory adjustments

The other adjustments to CET1 mainly involve:

● anticipating the distribution of dividends calculated in accordance with current
prudential standards;
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● the deduction of goodwill and other intangible assets net of deferred tax (application
of the prudential restatement related to software as from the closing of December 31,
2020);

● the deduction of over-coverage of defined-benefit pension fund assets;
● the deduction of irrevocable payment undertakings net of capital requirements.

In addition, direct and indirect holdings in CET1 instruments of financial sector entities are
fully included in the capital threshold and are therefore not deducted from CET1.

Tier 2 capital

Tier 2 capital consists of subordinated debt instruments with a minimum maturity of 5 years,
complying with the provisions of the CRR (article 63). Incentives for early redemption are
prohibited. T2 instruments held in financial holdings of over 10% (known as significant
investments), mainly in the insurance sector, are deducted.
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Table 5 (CCA): Main features of regulatory own funds instruments and eligible
liabilities instruments

Main features of CET1 capital instruments
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Main features of T2 capital instruments
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Table 6 (EU CC1): Composition of regulatory own funds
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Table 7 (EU CC2): Reconciliation of regulatory own funds to balance sheet in the
audited financial statements
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3.2. Capital requirements
The capital requirements shown below and in the following sections are the minimum
requirements, corresponding to a level of 8% of risk-weighted assets.

Table 8 (EU OV1): Overview of risk weighted exposure amounts
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4. Prudential indicators
4.1. Key metrics
Table 9 (EU KM1): Key metrics
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The Crédit Mutuel Arkéa group has to comply with additional capital requirements, as
follows:

● a conservation buffer which is mandatory for all establishments;
● a countercyclical capital buffer corresponding to the weighted average of the

countercyclical buffer rates that apply in the countries that correspond to the Group’s
main credit exposures. The countercyclical buffer, which is designed to protect banks
from excessive growth in credit (in particular a deviation from the ratio of credit to
gross domestic product), is imposed at the discretion of the designated authority of
each jurisdiction, applicable to all exposures that establishments have in this
jurisdiction. In France, the countercyclical buffer is set by the French financial stability
authority (Haut Conseil de Stabilité Financière), hereinafter referred to as the
“HCSF”. Since April 2023, the countercyclical buffer rate has been set at 0.5% of
risk-weighted assets on French exposures. The mandatory recognition of
countercyclical capital buffer rates implemented in other states was capped at 2.5%.
Beyond this cap, rates require the explicit recognition of the HCSF.

Table 10 (EU CCyB1): Geographical distribution of credit exposures relevant for the
calculation of the countercyclical buffer
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Table 11 (EU CCyB2): Amount of institution-specific countercyclical capital buffer

4.2. Supplementary supervision of financial conglomerates
The Crédit Mutuel Arkéa group is one of the financial conglomerates supervised by the
General Secretariat of the French Prudential Control and Resolution Authority (Secrétariat
Général de l’Autorité de Contrôle Prudentiel et de Résolution). It operates as a financial
conglomerate via Suravenir and Suravenir Assurances. These subsidiaries market a wide
range of life insurance, personal insurance and property and liability insurance products.

As an exception to Articles 36 and 43 of the CRR and in accordance with the provisions of
Article 49 of that regulation, the supervisor has authorized the Crédit Mutuel Arkéa group not
to deduct holdings in the capital instruments of insurance sector entities from its Common
Equity Tier 1 Capital and to adopt the so-called "weighted equity-accounted value" method,
which consists in weighting instruments held in the Group's insurance subsidiaries on the
denominator of the solvency ratio.

Consequently, and pursuant to the administrative order of November 3, 2014, the Crédit
Mutuel Arkéa group is subject, in addition, to an additional requirement in terms of
intra-equity capital adequacy according to the methods known as "accounting consolidation",
to the IFR standards

Accordingly, in this context, insurance sector entities that are fully consolidated for
accounting purposes are also fully consolidated for prudential purposes (using the equity
method), in order to calculate the additional requirement.

The risk supervision measures relating to the conglomerate have been approved by Crédit
Mutuel Arkéa’s Board of Directors, the Risk Monitoring Committee and the ALM and Capital
Management Committee.

This supervision is applied in three parts, to the conglomerate’s scope:

● the calculation of the supplementary capital adequacy requirement. As the ratio
applicable to the conglomerate is one of the key solvency indicators, it is therefore
the focus of particular attention:

○ a warning thresholds and an internal limit have been set;
○ a specific procedure has been established for any breaches of the limit set by

the Board of Directors, which involves the General Management and Crédit
Mutuel Arkéa’s Board of Directors;

● the control of the concentration of risks by beneficiary;
● the control of intra-group transactions together with a breakdown of those

transactions in excess of a threshold.
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The first part relating to the calculation of the supplementary capital adequacy requirement
makes it possible to verify every six months the coverage of solvency requirements relating
to the banking sector and the insurance sector (Solvency II regulation) by the conglomerate's
reported consolidated capital, including regulatory adjustments and transitional provisions
set out in the CRR.

The minimum financial conglomerate ratio requirement is 100% and is calculated as follows:

As of December 31, 2023, the Crédit Mutuel Arkéa group had a coverage ratio of its
conglomerate's capital requirements of 170%, after the integration of profit net of estimated
dividends.

The second part, relating to control of the concentration of risks by beneficiary on a
consolidated basis, makes it possible to report gross risks (aggregate exposure to a single
beneficiary) in excess of 10% of the conglomerate’s consolidated shareholders’ equity or
€300 million. A distinction is drawn between the banking and insurance sectors for each
beneficiary.

The last part, relating to control of intra-group transactions, concerns a summary and a
breakdown by type of transaction between the conglomerate's banking and insurance
sectors for refinancing, off-balance sheet commitments and traded products.

Table 12 (INS1) : Insurance participations

Table 13 (INS2) : Financial conglomerates information on own funds and capital
adequacy ratio

29 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



4.3. Leverage ratio
The procedures for monitoring the risk of excessive leverage have been approved by Crédit
Mutuel Arkéa’s Board of Directors and the ALM and Capital Management Committee. They
are designed around the following:

● the leverage ratio, which is one of the key solvency indicators and is therefore the
focus of particular attention;

● the setting of an internal limit, which is also governed by warning and recovery
thresholds;

● a specific procedure has been established for any breaches of the limit set by the
Board of Directors, which involves the General Management and Crédit Mutuel
Arkéa’s Board of Directors.

The Basel III texts defined a ratio aimed at capping the leverage effect. The leverage ratio is
intended both to calibrate the amount of Tier 1 capital (numerator of the ratio) and to control
the Group’s leverage exposure (denominator of the ratio) in order to achieve the ratio level
targets set by the Group.

The leverage ratio is subject to a public disclosure requirement by banks and has been
subject to a minimum requirement. The requirement is set at 3% since the closing of June
30, 2022.

The leverage ratio is up compared with 2022 (+0.6 pt) and stands at 6.5% at the end of
2023. This rise is mainly due to the increase in Tier 1 capital combined with the effect of the
partial repayment of the TLTRO in 2023.

In the numerator, Tier 1 capital increased by 12% (+€0.9 billion), to €8.4 billion. This increase
is mainly due to the inclusion of the net profit for the year from the remuneration of members'
shares (+€0.3 bn), the net inflow of new B shares during the year (+€0.2 billion) and the
application, from January 1, 2023, of IFRS 17 "Insurance Contracts" and IFRS 9 "Financial
Instruments" to insurance activities.In the denominator, the amount of exposures increased
by €2.2 billion (+2%) to €129.7 billion at December 31, 2023.
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Table 14 (EU LR1 - LRSum) : Résumé du rapprochement entre actifs comptables et
expositions aux fins du ratio de levier(EU LR1 - LRSum): Summary reconciliation of
accounting assets and leverage ratio exposures

31 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



Table 15 (EU LR2 - LRCom): Leverage ratio common disclosure
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Table 16 (EU LR3 - LRSpl): Split-up of on balance sheet exposures (excluding
derivatives, securities financing transactions and exempted exposures)
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5. Capital adequacy
The Internal Capital Adequacy Assessment Process (ICAAP) is one of the four components
of the Supervisory Review and Evaluation Process (SREP).

The internal capital adequacy assessment corresponds to the measurement of the solvency
level expressed through:

● a standardized approach: projection of solvency ratios under central and stress
scenarios, while ensuring compliance with the risk appetite framework;

● an economic approach: internal assessment of unexpected losses on all material
risks (economic capital) of the bank and ensuring that they are covered by available
capital for business continuity purposes (internal capital).

The ICAAP is fully integrated into the risk governance framework. Its starting point is the
identification of material risks incurred by Crédit Mutuel Arkéa using a global risk mapping of
the Group which is updated each year.

The standardized approach is based on a standardized assessment according to regulation
and is common to all banks. The standardized approach aims to ensure that the institution is
able to meet its capital requirements (under Pillar 1 and Pillar 2) at all times. Based on
budget projections, the Crédit Mutuel Arkéa group projects its regulatory ratios over a
three-year horizon according to various scenarios (central and adverse), taking into account
all the effects of these scenarios on future ratios (impact on the income statement and
capital, RWA, etc.). The forward-looking stress tests applied to forecasts are based on
severe but plausible economic scenarios, taking into account the Group’s main
vulnerabilities and the current economic environment.

The economic approach is based on an internal assessment performed by the institution in
order to better adapt to its risk profile. It therefore deviates from the regulatory assessment
of the standardized approach. Within the Crédit Mutuel Arkéa group, this economic approach
primarily relies on methods consistent with those used to calculate regulatory capital
requirements under Pillar 1, supplemented by approaches based on stress scenarios.

The ICAAP makes it possible to assess the capital adequacy of the Crédit Mutuel Arkéa
group by ensuring:

● prospective compliance with all prudential requirements and thresholds of the risk
appetite framework for regulatory ratios (under central and stress scenarios); and

● broad coverage of economic capital by internal capital.

The results of the ICAAP, which are regularly presented to the Crédit Mutuel Arkéa group’s
management bodies, are used to demonstrate that the group has an adequate level of
capital to cover its risk exposure, in line with its risk appetite thresholds. The solvency safety
level, measured using both the standardized approach and the economic approach, is high,
given the moderate risk profile of the Crédit Mutuel Arkéa group and the amount of its
capital.
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6. Credit risk
Credit risk is one of the Crédit Mutuel Arkéa group’s main risks. Information on the structure
and organization of the function responsible for credit risk management is provided in Crédit
Mutuel Arkéa’s 2023 Universal Registration Document, in the section entitled “Risks”.

6.1. Exposures
The Group uses its internal ratings system to calculate its regulatory capital requirements in
respect of credit risk, following the authorization issued by the regulatory authorities:

● using the advanced method for the retail customer and the corporate portfolios,
excluding large accounts;

● using the foundation method for large accounts and bank portfolios.

As part of the TRIM exercise (targeted review of internal models), the European Central
Bank (hereinafter "ECB") confirmed the approvals obtained under the advanced internal
ratings method for retail portfolios. As regards large accounts and banks, in application of
the TRIM constraints imposing limitations on these portfolios, Crédit Mutuel has decided to
switch to the foundation method at March 31, 2022, thus anticipating the "Basel 4" rules
applicable as from January 1, 2025. All these portfolios are in the process of taking into
account the relevant recommendations.

Crédit Mutuel, including the Crédit Mutuel Arkéa group, has upgraded its systems for
calculating PD (Probability of Default), LGD (Loss Given Default) and CCF (Credit
Conversion Factor) on Retail and Corporate portfolios to ensure compliance with the
guidelines of the EBA. These changes were validated by the ECB in 2023, and the new risk
parameters were incorporated into the calculation of weighted risks on 06.30.2023 for the
Retail category and on 09.30.2023 for the Corporate category.

The percentage of exposures authorized under the advanced and foundation method was
more than 80% as of December 31, 2023.
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Table 17 (EU CR1-A): Maturity of exposures

6.2. Credit quality of assets
Non-performing exposures

A common definition of default has been adopted for Credit Mutuel. Based on the alignment
of the prudential treatment with the accounting treatment (CRC 2002-03), this definition
matches the Basel concept of loans in default and the accounting concept of non-performing
loans and loans in litigation. The computer software factors in contagion, which means
downgrading can be extended to include related outstandings. The controls carried out by
the internal audit and by the statutory auditors ensure the reliability of the procedures for
identifying defaults used to calculate capital requirements.

Since November 2019, Crédit Mutuel, including the Crédit Mutuel Arkéa group, have applied
the definition of prudential default in accordance with the guidelines of the EBA and
regulatory technical standards on the concepts of applicable materiality thresholds.

The main changes linked to the implementation of this definition are as follows:

● default analysis takes place at the borrower level and no longer at the contract level;
● the number of days past due/in arrears is assessed at the level of a borrower

(obligor) or a group of borrowers (co-obligors) having a common commitment;
● default is triggered when 90 consecutive days past due/in arrears are observed at the

level of a borrower/group of borrowers.Thus there are no non-payments over 90 days
that are not impaired. The number of days is calculated when absolute (€100 Retail,
€500 Corporate) and relative (more than 1% of balance sheet commitments overdue)
materiality thresholds are crossed simultaneously. The counter is reset as soon as
one of the two thresholds is crossed downwards;

● the scope of default contagion extends to all of the borrower’s receivables and the
individual commitments of borrowers participating in a joint credit obligation;

● the minimum probation period is three months before returning to performing status
for non-restructured assets.

Crédit Mutuel, including the Crédit Mutuel Arkéa group, have chosen to use the definition of
default based on the two-step approach proposed by the EBA:

● submission of a self-assessment and an authorization request to the supervisor. The
rollout agreement was obtained by Crédit Mutuel in October 2019;

● implementation of the definition of default in the systems, then recalibration of the
models after a 12-month period of observation of new defaults.
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Crédit Mutuel believes the new definition of default, as required by the EBA, represents
objective evidence of impairment in the accounting sense. The Group has therefore aligned
the accounting (status/bucket 3) and prudential definitions of default.

Definitions and quantitative information concerning overdue payments are also provided in
Crédit Mutuel Arkéa’s 2022 Universal Registration Document, in the section entitled
“Accounting principles and valuation methods”.

Impairment provisions for credit risk

The provisions introduced by the EBA Guidelines on credit risk management practices and
the recognition of expected credit losses, which came into force on January 1, 2018 (IFRS
9), have resulted in the internal credit risk assessment methods being changed in order to
comply with Articles 114 and 115 of the administrative order of November 3, 2014.

This approach is based on an expected loss impairment model and replaces the former
approach (IAS 39) based on an incurred loss impairment model. Thus, the credit risk, and
therefore any impairment provision, are recognized as soon as the loan is granted.

Each contract is subject to an “expected” credit loss calculation with risk parameters whose
calculation methods and values are specific to the Crédit Mutuel Arkéa group. The
calculation methods depend on the segmentation of the portfolios:

● HDP (High Default Portfolio): a portfolio with a high default rate (statistical modeling);
● LDP (Low Default Portfolio): a portfolio with a low default rate (expert modeling).

It should be noted that the Group does not apply the transitional provisions relating to IFRS 9
(the capital and capital and leverage ratios already reflect the total impact of IFRS 9).

Allocating loans to the various buckets on the grant date

At the time loans are granted, they are allocated to one of the three risk categories, known
as buckets, defined by IFRS 9:

● a contract (loan or securities) on a performing counterparty is allocated, at the time of
approval, to bucket 1 regardless of its risk level (ratings from A+ to E+ inclusive),
unless it is a loan identified as a restructured loan which will systematically be
allocated to bucket 2;

● a contract (loan or securities) granted on a counterparty in default is allocated to
bucket 3.

Allocation to the various buckets at each reporting date

Changes in risk quality are analyzed at each reporting date. In this regard, the probability of
default for each loan estimated on the initial recognition date is compared with its estimated
probability of default on the reporting date.

Accordingly, at each quarter end and for each financial instrument, the allocation rule is as
follows:

● in the case of a counterparty in default (see below for downgrading criteria), all the
counterparty’s contracts are allocated to bucket 3 (loans in default);

● in the case of a performing counterparty, absolute and relative criteria are reviewed.
These criteria are as follows:
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○ absolute criteria: contractual payments more than 30 days past due, contract
in default the previous month, securities rated as speculative grade, and
concept of restructured loans (forbearance);

○ relative criteria: comparison of the probabilities of default at the grant date
and the probabilities of default at the reporting date for financial instruments
with internal statistical models (High Default Portfolio) or comparison of the
ratings at the grant date and the ratings at the reporting date (Low Default
Portfolio).

An examination of these criteria determines whether the debt is maintained in its original
bucket or transferred to another bucket (for example, transfer from bucket 1 to bucket 2 in
the event of an increase in the risk, or return from bucket 2 to bucket 1 in the event of a
reduction in the risk).

The methods used to calculate provisions differ according to the bucket to which the loan is
allocated: the expected credit loss is assessed over a maximum period of one year in the
case of loans in bucket 1, whereas it is calculated over the contract’s residual life in the case
of loans in bucket 2. For a given contract, the amount of the provision on bucket 2 is
therefore greater than that of the provision on bucket 1.

These absolute and relative criteria are supplemented by consideration of forward-looking
information to assess the future changes in the parameters making up the expected credit
losses (ECL).

As regards downgrading to default, the Crédit Mutuel Arkéa group has opted for systematic
downgrading in compliance with the accounting regulations on default (see CRC Regulation
2014-07 of November 26, 2014 on the accounting treatment of credit risk) and the Basel
accords.

The criteria that result in a counterparty being downgraded to default are as follows:

● knowledge of collective proceedings (safeguard procedure, receivership or
court-ordered liquidation);

● notification of the admissibility of over-indebtedness proceedings;
● knowledge of personal recovery proceedings in the case of retail customers;
● loan with amount(s) more than 90 days past due;
● current account(s) with an irregular debit balance for more than 90 days, with a

materiality threshold of €150, with the understanding that after a period of 6 months
the counterparty is downgraded to default regardless of the outstanding amount;

● out-of-court recovery that has become impossible;
● contagion of the default according to the rules used in the Basel regulations;
● doubt as to the ability of a debtor to honor all or part of its commitments, when its

situation presents characteristics such that regardless of the existence of any unpaid
debt, it can be concluded that there is a proven risk. This is particularly the case
where the debtor’s worsened financial situation gives rise to a risk of non-recovery;

● for loans considered to be restructured: payment arrears of more than 30 days or a
new restructuring measure.

All receivables due from these counterparties are systematically allocated to bucket 3 and
are the subject of a single provision allocated for loan impairment.

As of December 31, 2023, the breakdown of outstandings and provisions by bucket was as2

follows:

2 Bicket 3 includes POCI
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Consideration of the current macroeconomic context

At December 31, 2023, the economic outlook remains deteriorated despite a slowdown in
inflation. External risks remain significant, due to difficulties in the US banking sector,
Chinese real estate, geopolitical tensions in the Middle East, upcoming major elections and
climatic hazards.

Based on macro-economic scenarios defined for Crédit Mutuel, default probabilities have
been defined to estimate expected losses. These were determined using a new calculation
methodology. Models linking macroeconomic data and observed default rates have been
developed, providing a forward-looking view of risk for each individual scenario. The default
probabilities finally retained are a weighted expression of the default probabilities specific to
each scenario (central, pessimistic, neutral).

On these revised bases, the provisioning system for the portfolio is maintained:

● the credit risk identification models and processes, which make up the internal
ratings system, remain efficient in the current economic environment;

● the Group has an early warning system that makes it possible to anticipate and
detect early signs of client weakness;

● the parameters used to calculate expected losses, probability of default, loss given
default and credit conversion factor, have been updated as at December 31, 2023, in
accordance with the methodology in place;

● the weighting of the neutral scenario is set at 60%. The other scenarios are weighted
accordingly at 30% and 10% for the pessimistic and optimistic scenarios respectively.

In order to anticipate environmental impacts on credit risk, a sectoral provision of €30 million
has been booked at December 31, 2023. This makes it possible to include climate and
biodiversity risks in the Group's overall forward-looking framework. Sectors of activity are
selected on the basis of five external indicators:

● Eurostat: gross CO2 emissions, carbon intensity, environmental tax;
● ECB: identification as a risky sector;
● SasB: technological risk.

In this way, the sectoral overlay increases coverage of agriculture, forestry and fishing
(Naces A), part of industry and construction (Naces C and F), road transport (Naces H49)
and real estate (Naces 68).

Forbone exposures

Exposures are restructured as a result of the debtor’s financial difficulties. This involves the
Group making concessions to the debtor (changes in the contract terms such as the rate or
term, partial waiver, additional financing that would not have been granted in the absence of
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such difficulties, etc.). The Crédit Mutuel Arkéa group has the means in its IT systems to
identify restructured exposures in its performing and non-performing portfolios, which are
defined using the principles set out by the EBA on October 23, 2013.

The notion of restructured loans is governed by a number of regulatory provisions:

● EBA forbearance-related guidelines of March 2015;
● Implementing Regulation (EU) 2017/1443;
● ECB guidelines on non-performing loans of March 2017;
● EBA guidelines on the management of non-performing and restructured exposures of

31/10/2018 ref EBA/GL/2018/06.

Restructuring results, as a minimum, in a transfer to bucket 2.

The following tables provide a breakdown of outstanding non-performing loans and loans in
litigation and the related provisions at December 31, 2023 according to their business sector
or counterparty type, their Basel treatment method and their geographic area.

Table 18 (EU CQ1): Credit quality of forborne exposures
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Table 19 (EU CQ3): Credit quality of performing and non-performing exposures by
past due days
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Table 20 (EU CQ4): Quality of non-performing exposures by geography

(*) The publication of these columns is subject to a threshold (NPL rate > 5%), in accordance
with Article 8(3) of the he Implementing Regulation (EU) 2021/637 laying down implementing
technical standards with regard to public disclosures by institutions of the information
referred to in Titles II and III of Part 8 of the CRR.
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Table 21 (EU CQ5): Credit quality of loans and advances to non-financial corporations
by industry

(*) The publication of these columns is subject to a threshold (NPL rate > 5%), in accordance
with Article 8(3) of the he Implementing Regulation (EU) 2021/637 laying down implementing
technical standards with regard to public disclosures by institutions of the information
referred to in Titles II and III of Part 8 of the CRR.

Table 22 (EU CQ7): Collateral obtained by taking possession and execution
processes
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Table 23 (EU CR1): Performing and non-performing exposures and related provisions

(*) The Crédit Mutuel Arkéa group applies local law and losses are not recognised until all
recovery rights have expired.
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Table 24 (EU CR2): Changes in the stock of non-performing loans and advances

The NPL rate of the Crédit Mutuel Arkéa group at December 31, 2023 does not exceed the
5% threshold. Consequently, the following tables are not displayed in the Crédit Mutuel
Arkéa group's Pillar 3 report:

● EU CQ2 Quality of forbearance;
● EU CQ6: Collateral valuation - loans and advances;
● EU CQ8: Collateral obtained by taking possession and execution processes –

vintage breakdown;
● EU CR2-A: Changes in the stock of non-performing loans and advances and related

net accumulated recoveries.

6.3. Standardized approach
Exposures dealt with under the standardized approach are set out in the following table.

The Crédit Mutuel Arkéa group uses assessments by rating agencies recognized by the
supervisor (external credit assessment institutions - ECAI) to measure the risk on exposures
dealt with using the standard method. The ratings of Standard & Poor's, Moody's and Fitch
are mainly used for exposures to institutions, governments and central banks. The
valuations of the Banque de France are mainly used for exposures to companies.

The cross-reference table used to link the credit quality steps to the external ratings taken
into consideration is that defined in the regulations.
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Table 25 (EU CR5): Standardised approach
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6.4. Internal ratings-based approach
Rating procedures and parameters

Rating algorithms and expert models have been developed to improve credit risk
assessment within Crédit Mutuel and to comply with the regulatory requirements concerning
internal ratings-based approaches.

Confédération Nationale du Crédit Mutuel (hereinafter “CNCM”) is responsible for defining
the rating methodologies for all portfolios. The Crédit Mutuel Arkéa group provides the
CNCM with human resources dedicated to developing and maintaining statistical models. In
addition, it is directly involved in developing and approving working group projects on
specific issues, as well as in work related to data quality and application acceptance testing.

The counterparty rating system is used throughout Crédit Mutuel.

The probability of default (hereinafter “PD”) is the likelihood that a counterparty will default
within a one-year period. The Crédit Mutuel Arkéa group's counterparties eligible for internal
approaches are rated by a single system using:

● statistical algorithms or “mass ratings”, based on one or more models, factoring in a
selection of variables which are representative and predictive of credit risk;

● rating grids developed by experts.

These models are used to differentiate and correctly classify risk. The scale reflects the
manner in which the risk changes and is broken down into eleven positions including nine
performing positions (A+, A-, B+, B-, C+, C-, D+, D- and E+) and two default positions (E and
F).

In the so-called “mass” corporate and retail scopes, following the internal rating process,
each borrower is allocated a rating. Based on this rating as well as other characteristics,
performing borrowers are grouped into homogeneous risk classes, prior to the process of
measuring the regulatory PD (probability of default) parameter. The grouping analyses are
carried out on the segments defined for the purposes of modeling the algorithms. A risk
class’s probabilities of default are then estimated on the basis of the historical default rates
observed on the exposures belonging to this class, based on a record of more than ten
years of observations. Prudence margins are taken into account to factor in the uncertainty
of estimates (e.g. relating to time volatility or data quality).

In the other scopes, too few transfers of customers to non-performing are available to ensure
the relevance and reliability of statistical estimates. The probabilities of default associated
with the internal ratings are calibrated on the basis of external data.

The loss given default (hereinafter “LGD”) is the ratio of the loss on an exposure in the
event of a counterparty default to the amount of exposure at the time of default.

Internal models for estimating LGD have been developed by the Group and approved for the
Bank, Corporate and Retail exposure classes.

In the "mass" Corporate and Retail scopes, LGD is calculated separately for each class
defined according to the type of loan, the nature of the collateral, the type of borrower and
operating characteristics.. LGD is estimated based on the updated monthly collections
observed for each class. Prudence margins are taken into account to factor in the
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uncertainty of estimates and the downturn nature of the LGD. The calculations are based on
an internal record of defaults and losses covering more than fifteen years.

The credit conversion factor (hereinafter “CCF”) corresponds to the ratio of the currently
undrawn portion of a credit line that could be drawn and would therefore be exposed in the
event of default to the portion of said credit line currently undrawn.

In the case of the corporate and retail customer portfolios, the CCFs are calculated in
accordance with an internal method approved for financing commitments. In the case of
guarantee commitments and the bank exposure class, regulatory values (foundation
method) are applied.

In the Corporate and Retail scopes, the internal CCFs are estimated based on average
historical CCFs weighted by the number of contracts, using segmentation based on product
and operating characteristics. They are calibrated on the basis of internal data.

The parameters used to calculate weighted risks (hereinafter “RWA”) are national and apply
to all Crédit Mutuel entities.
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Model map
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Table 26 (EU CR6): IRB approach – Credit risk exposures by exposure class and PD
range

Advanced internal method
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Internal foundation method
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Table 27 (EU CR6-A): Scope of the use of IRB and SA approaches

Back-testing

The quality of the internal rating system is monitored based on procedures that detail the
topics reviewed, the warning thresholds and the responsibilities of the participants. These
documents are updated by the CNCM Risk Department if necessary as decisions are
ratified.

Reporting on the monitoring of mass rating models involves three main areas of study:
stability, performance and additional analyses. This reporting is carried out for each mass
rating model on a quarterly basis and supplemented with half-yearly and annual controls and
monitoring work, for which the levels of detail are higher (all of the elements making up each
of the models are analyzed).

As regards the expert grids, the system includes a complete annual review based on
performance tests (analysis of rating concentrations, transition matrices and consistency
with the external rating system).

Default probabilities are monitored annually before any new estimates of the regulatory
parameter. Depending on the portfolios, this is supplemented with interim monitoring on a
half-yearly basis. This mainly consists of ensuring that the default rate by risk class remains
within the confidence interval around the PD.

The arrangements for monitoring loss given default (LGD) and the conversion factors (CCF)
for off-balance sheet commitments are implemented annually. Their main objective is to
validate the values taken by these parameters for each segment. In the case of LGD, this
validation is carried out mainly by checking the robustness of the methods for calculating the
prudential margins and by comparing the LGD estimators with the most recent data and
actual figures. As regards the CCF, it is validated by reconciling the estimators with the most
recent CCFs observed.
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As the monitoring of parameters is subject to a national procedure, the quantitative elements
relating to the back-testing of parameters and to changes in risk-weighted assets in the
context of the internal ratings-based approach are presented in the national Pillar 3 report.

Consequently, the following tables are not displayed in the Crédit Mutuel Arkéa group's Pillar
3 report:

● EU CR9: IRB approach – Back-testing of PD per exposure class (fixed PD scale);
● EU CR9.1: IRB approach – Back-testing of PD per exposure class (only for PD

estimates according to point (f) of Article 180(1) CRR).

Permanent and periodic control

The permanent control plan of the Crédit Mutuel Arkéa group’s Basel regulatory framework
comprises two levels:

● at CNCM level, the model validation function validates new models and significant
adjustments made to existing models on the one hand, and carries out permanent
monitoring of the internal rating system (particularly the parameters used to calculate
regulatory capital requirements), on the other;

● at the Crédit Mutuel Arkéa group level, permanent control verifies the overall
adoption of the internal rating system, the operational aspects related to the
production and calculation of the ratings, the credit risk management procedures
directly related to the internal rating system, and the quality of the data.

In terms of periodic control, the Crédit Mutuel Arkéa group’s Internal Audit and Periodic
Control Department operates according to a CNCM framework procedure that defines the
types of assignments to be carried out on an ongoing basis on the Basel III credit risk
framework as well as the division of responsibilities between the regional and national audit
units.
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Additional quantitative information

Table 28 (EU CR8): RWEA flow statements of credit risk exposures under the IRB
approach

The risk-weighted assets (RWAs) of specialized financing exposures are obtained using the
slotting criteria method.

The risk-weighted assets (RWAs) of equity exposures are obtained using the simple
risk-weighted approach, which involves applying specific risk weightings to the carrying
amounts of the exposures.

The Crédit Mutuel Arkéa group has no exposure to specialized lending such as commodities
finance. Consequently, the following table is not displayed in the Group's Pillar 3 report:

● EU CR10.4: Specialised lending - Commodities finance (Slotting approach).

Table 29 (EU CR10.1): Specialised lending - Project finance (Slotting approach)
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Table 33 (EU CR10.2): Specialised lending - Income-producing real estate and high
volatility commercial real estate (Slotting approach)

Table 31 (EU CR10.3): Specialised lending - Object finance (Slotting approach)

Table 32 (EU CR10.5): Equity exposures under the simple risk-weighted approach
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7. Counterparty credit risk
Counterparty credit risk corresponds to the risk incurred on:

● derivative instruments in the banking book and the trading book;
● repo transactions in the banking book.

For the Crédit Mutuel Arkéa group, counterparty credit risk is a small component of overall
credit risk.

The exposure value for counterparty credit risk for derivatives is calculated in accordance
with Chapter 6 of the CRR, using the SA-CCR method. There are no specific provisions
concerning the manner in which capital requirements are then determined: the weighting
applied to the exposure at default (EAD) depends on the segmentation applicable to the
instrument (in particular, in the internal ratings-based approach (IRBA), to determine the
relevant probability of default and loss given default).

Risk mitigation techniques for repo transactions are taken into account in accordance with
Chapter 4 of the CRR and are presented below in the section entitled “Credit risk mitigation
techniques”. It presents the main categories of collateral taken into account by the institution.

It should be noted that if its credit rating is downgraded by three notches, the impact on the
amount of collateral provided by the Group would not be significant, being limited to 3.1%.

The Crédit Mutuel Arkéa group has no exposure to credit derivatives and does not apply the
IMM approach for counterparty credit risk. Consequently, the following tables are not
displayed in the Group's Pillar 3 report:

● EU CCR6: Credit derivatives exposures;
● EU CCR7: RWEA flow statements of CCR exposures under the IMM.
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Table 33 (EU CCR1): Analysis of CCR exposure by approach

Table 34 (EU CCR2): Transactions subject to own funds requirements for CVA risk

Table 35 (EU CCR3): Standardised approach - CCR exposures by regulatory exposure
class and risk weights
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Table 36 (EU CCR4): IRB approach - CCR exposures by exposure class and PD scale

Advanced internal method
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Internal foundation method
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Table 37 (EU CCR8): Exposures to CCPs
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8. Credit risk mitigation techniques
Financial, personal and real collateral can be used directly to reduce the calculation of credit
risk-related capital requirements that help to determine the calculation of the Group’s
solvency ratio. The use of collateral in risk mitigation techniques is, however, subject to
compliance with eligibility conditions and minimum requirements imposed by regulations.

Netting and collateralization of repurchase agreements and over-the-counter
derivatives

When a master agreement is entered into with a counterparty, the signatory entity applies
netting to the exposure on the counterparty.

With financial counterparties, the Crédit Mutuel Arkéa group supplements these agreements
with collateralization contracts (credit support annexes). The operational management of
these agreements takes place through the TriOptima platform.

Through regular margin calls, the residual net credit risk from over-the-counter derivatives
and repurchase agreements is greatly reduced.

Description of the main categories of collateral taken into account by the institution

Collateral is used in the calculation of weighted risks in different ways depending on the type
of borrower, the calculation method used for the hedged exposure and the type of collateral.

For agreements involving mass-market customers (i.e. the "retail" portfolio and, in part, the
"corporate" portfolio) that are handled using the advanced internal ratings-based approach
(IRBA), collateral is taken into account in the calculation and segmentation of the loss given
default (LGD) calculated statistically for all of the Group’s non-performing loans and loans in
litigation.

For agreements pertaining to the “institutions” portfolio and, in part, the “corporate” portfolio,
personal collateral and financial collateral are used as risk mitigation techniques as defined
by the regulations:

● personal collateral corresponds to the undertaking made by a third party to replace
the primary debtor in the event of default by the latter;

● financial collateral is defined as a right of the institution to liquidate, retain or obtain
the transfer or ownership of certain amounts or assets such as pledged cash
deposits, debt securities, shares or convertible bonds, gold, UCITS shares, life
insurance policies and instruments of any kind issued by a third party and repayable
on demand.

Procedures applied for the measurement and management of instruments that
constitute real collateral

The procedures for measuring collateral vary according to the nature of the instrument that
constitutes the real collateral. Generally, the studies carried out are based on statistical
estimate methodologies that are directly integrated into the tools and based on external
indexes to which discounts can be applied depending on the type of asset used as collateral.
In the case of real estate collateral, the initial measurement is usually calculated based on
the acquisition or construction value of the asset.
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During the lifetime of the collateral, it is revalued periodically according to internal rules.

Main categories of protection providers

Apart from intra-group collateral, the main categories of protection providers taken into
account are home loan collateral companies.

Table 38 (EU CR3): CRM techniques overview - Disclosure of the use of credit risk
mitigation techniques

Table 39 (EU CR4): Standardised approach - Credit risk exposure and CRM effects
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Outstandings measured using the standardized approach mainly concern:

● the categories comprising central and local governments and similar entities;
● mortgage lending by specialized subsidiaries.

This type of counterparty or lending benefits from preferential weighting. There is no
additional impact from the use of risk mitigation (CRM) techniques.

Table 40 (EU CR7-A): IRB approach - Disclosure of the extent of the use of CRM
techniques

Advanced internal method
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Internal foundation method

The Crédit Mutuel Arkéa group applies the advanced internal ratings-based method to most
of its customer loans. As a result, collateral is mainly taken into account in the modeling of
loss given default.

The Crédit Mutuel Arkéa group does not underwrite credit derivatives. Consequently, the
following table is not displayed in the Group's Pillar 3 report:

● EU CR7: IRB approach - Effect on the RWEAs of credit derivatives used as CRM
techniques.
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Table 41 (EU CCR5): Composition of collateral for CCR exposures
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9. Securitisation
At December 31, 2023, the Crédit Mutuel Arkéa group held, as an investor, a number of
securitization positions in the Banking Book portfolio.

Objectives

Investments are made exclusively in the ABS (Asset-Backed Securities) portfolio for LCR
management.

For the most part, the risks are credit risks on underlying assets and liquidity risks, which are
due in particular to changes in ECB eligibility criteria.

The securitization portfolio is therefore prudently managed and consists of senior securities
of very good credit quality (AAA tranche). The portfolio was limited to outstandings of €84.6
million at end-December 2023.

Capital market monitoring and control procedures

The market risks of securitization positions are monitored on a regular basis so as to monitor
changes in them.

The credit quality of the securitization tranches is observed by tracking the ratings of external
credit rating agencies. Where justified by the securitization and underlying exposures,
specific controls are performed on past due loans, prepayment rates and collection rates.

These analyses assess the credit level of the position and the performance of the underlying
asset.

A report of new investments and changes in existing investments is produced weekly.

A report for the management bodies is distributed monthly.

Prudential approaches and methods

For all positions with an external rating, the External-Ratings-Based Approach (SEC-ERBA)
is used. In all other cases, the standardized approach (SEC-SA) is applied.

Accounting principles and methods

Securitization securities are recognized in the same way as other debt securities, i.e. based
on their accounting classification. A security is classified:

● at amortized cost, if it is held with a view to collecting the contractual cash flows, and
if its characteristics are similar to those of a so-called basic contract;

● at fair value through equity, if the instrument is held with a view to both collecting
contractual cash flows and selling it when the opportunity arises, but not for trading
purposes, and if its characteristics are similar to those of a so-called basic agreement
that implicitly entails a high predictability of the related cash flows (hold to collect and
sell model);

● at fair value through profit or loss if:
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○ it is not eligible for the two aforementioned categories (as it does not meet the
“basic” criterion and/or is managed in accordance with the “other” business
model);

○ the group makes an irrevocable election at initial recognition to classify it in
this way. This option is used to reduce an accounting mismatch in relation to
another associated instrument.

All securitizations held in the portfolio at end-December 2023 are classified at amortized
cost.

Table 42 (EU SEC1): Securitisation exposures in the non-trading book

Table 43 (EU SEC4): Securitisation exposures in the non-trading book and associated
regulatory capital requirements - institution acting as investor

70 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



As Crédit Mutuel Arkéa acts as an investor, the following tables are not displayed in the
Group’s Pillar 3 report:

● EU SEC2: securitization exposures in the trading book;
● EU SEC3: securitization exposures in the non-trading book and associated

regulatory capital requirements - institution acting as originator or as sponsor;
● EU SEC5: Exposures securitized by the institution - exposures in default and specific

credit risk adjustments.
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10. Market risk
Information on the structure and organization of the function responsible for market risk
management is provided in Crédit Mutuel Arkéa’s 2023 Universal Registration Document, in
the section entitled “Risks”.

The Crédit Mutuel Arkéa group calculates its market risk capital requirements using the
standardized approach.

At the end of December 2023, there is no market risk as the Crédit Mutuel Arkéa group has
no portfolio in the trading book. Consequently, the following table is not displayed in the
Group's Pillar 3 report:

● EU MR1: Market risk under the standardised approach.
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11. Interest rate risk in the banking book
Information on the structure and organization of the function responsible for interest rate risk
management is provided in Crédit Mutuel Arkéa’s 2023 Universal Registration Document, in
the section entitled “Risks”.

Definition of interest rate risk

Interest rate risk is then current or prospective risk, to which the bank’s shareholders’ capital
and earnings are exposed as a result of unfavorable movements in interest rates. It can
result from a difference in maturity between fixed-rate assets and liabilities, a difference in
the reference index (basis risk) or the exercise of options (such as caps, floors or early
repayment of loans).

Assessment and monitoring

The system in place within Crédit Mutuel Arkéa concerning interest rate risk complies with
the provisions of the administrative order of November 3, 2014, the EBA guidelines on the
supervisory review and evaluation process (SREP) (EBA/GL/2014/13) and the EBA
guidelines on the management of interest rate risk (IRRBB) and spread risk (CSRBB) arising
from non-trading book activities (EBA/GL/2018/02).

Interest rate risk is measured and monitored within the consolidated banking perimeter and
for each component entity. All balance sheet and off-balance sheet items, especially financial
instruments (swaps and options) and deferred transactions, are included in the
measurement of this risk.

Interest rate risk management for the Group's banking perimeter is carried out by Crédit
Mutuel Arkéa's ALM Department.

Interest rate risk arises from the Group's business activity and results from differences in
interest rates and reference index between assets and liabilities. Its analysis also takes into
account outstanding products without contractual maturity and implicit options (options for
early repayment of loans or term accounts, payment extensions, use of credit rights, etc.).
The measure of interest rate risk is based on three main indicators, calculated at least on a
quarterly basis.

The sensitivity of the net present value (hereinafter “NPV”) is an indicator provided by the
Directive 2013/36/UE on access to the activity of credit institutions and the prudential
supervision of credit institutions and investment firms, as amended by the Directive
2019/878 of the European parliament and of the Council of May 20, 2019 (hereinafter
referred to as the "CRD4"). Expressed as a percentage of Tier 1 capital, it measures the
variation in the present value of the balance sheet for the six scenarios of interest rate
shocks in accordance with the EBA guidelines (+200 bp, -200 bp, steepener, flattener,
increase in short rates, decrease in short rates), excluding equity, equity holdings and fixed
assets. The CRD4 sets a maximum exposure threshold of -15% of Tier 1 capital.
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At the end of 2023, the NPV sensitivities related to the Group's Tier 1 capital under the 6
EBA scenarios are as follows:

● parallel up (+200 bp): -5.68%;
● parallel down (-200 bp): +1.05%;
● steepener (short rates down, long rates up): +1.20%;
● flattener (short rates up, long rates down): -3.96%;
● short rate up: -4.93%;
● short rate down: +2.62%.

The NPV sensitivities respect the Group's management threshold. The maximum exposure
is nearly -477 million euros in the scenario of a 200 bp increase in interest rate.

Interest rate impasses on a static basis consists in projecting outstandings at a known
interest rate based on their contractual characteristics (maturity date and type of
amortization) or by modeling their flow.

Flow modeling is necessary when the amortization profile is not known (products with no
contractual maturity such as current accounts, passbooks or equity capital) or when implicit
options are incorporated in customer products (early repayments on loans and term
accounts, etc.). With the exception of reserves and participations that are disposed of by
agreement, the modeling is essentially based on the analysis of past customer behavior. In
the context of early repayments, it takes into account a possible correlation between market
rates and early repayments rates.

At the end of 2023, the static interest-rate impasse is in a short-term transformation position.
Beyond that, the interest rate position is reduced across all maturities, with an overall neutral
exposure in the central scenario and in rate shock scenarios of +/- 100 bp. The levels of
exposure on interest rate impasses respect the Group’s management thresholds and reflect
the Group's low risk appetite for interest rate risk.

The sensitivity of the interest margin measures the gain (or loss) of a change (up or
down) in interest rates on the Group’s interest margin. It is expressed as a percentage of the
net banking and insurance income (hereinafter “NBI”), according to different rate shocks in a
static view. It is constructed from static rate impasses and the impact of option risks that are
projected over five years on the contracts in stock. At December 31, 2023, over a 5-year
horizon, the sensitivity of annual stock revenues is between +/- 0.9% of NBI.

Other static indicators are produced in order to monitor, in particular, the basis risk and the
risk related to the activation of explicit options on customer loans (capped interest rate).

Since the regulatory technical standards governing IRRBB came into force, Crédit Mutuel
Arkéa has been calculating the sensitivity of its net interest margin to shocks of +/-200 bp on
a constant balance sheet basis (SOT-NII). It is calculated according to the guidelines
recommended by the EBA (constant outstandings over a sliding one-year horizon integrating
commercial margins with rate shocks of +/-200 bp). At the end of 2023, MNI sensitivities in
relation to Crédit Mutuel Arkéa's Tier 1 capital comply with regulatory thresholds and internal
requirements, and stand at the following levels:

● upward interest rate shock (+200 bp): +0.3% of Tier 1 capital;
● downward interest-rate shock (-200 bp) : -0.2% of Tier 1 capital.
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In addition, dynamic indicators are also produced to determine the impact of future loan and
deposit production (constant balance sheet and dynamic balance sheet) on the net interest
margin in the Group's central economic scenario and under different stressed rate
environments.

Management and hedging of interest rate risk

The management of the interest rate risk is centralized by Crédit Mutuel Arkea for all entities
of the banking perimeter. The interest rate position of the banking entities is fully backed by
the “central rate unit”. It manages the Group position with markets hedges in accordance
with the exposure target defined by the Group’s Operational ALM Committee and in
compliance with the framework set by ALM and Capital Management Committee and the
Board of Directors.

When the risk arises from a difference in interest rates nature (between fixed-rate assets and
variable-rate liabilities, for example), hedging is mainly executed through macro-hedging
swaps.

In the case of an explicit optional risk, hedging must take the form of an option; the hedging
of capped variable-rate loans is thus ensured by interest rate caps.

Macro-hedging transactions are generally justified in relation to Fair Value Hedge under
IFRS on the basis of loan and deposit portfolios. Accounting documentation and
effectiveness tests are produced at the inception of the hedge and updated half-yearly to
ensure the effectiveness of the hedge and limit the impact on the Group’s IFRS earnings.

In the current uncertain environment as regards future interest-rate movements, the Group
maintains a prudent policy and a high level of interest-rate backing, that is consistent with
the risk appetite framework set by the Board of Directors. It thus retains limited exposure to
interest-rate risk in order to protect its margin and value, which is corroborated by the level of
impasses and the sensitivity indicator for net interest margin and value.

Description of the key modeling and parametric assumptions different from those
used for disclosure of template EU IRRBB1

The modeling assumptions are carried out through internally developed models.

Early repayments of housing, cash, equipment and consumer loans in euros by entities in
the traditional network are estimated using behavioral models. The models concerned are as
follows:

● early repayments of housing loans;
● early repayments of zero-interest loans;
● early repayments of loans related to CEL (home savings accounts) and PEL (home

savings plans);
● early repayment of bridging loans;
● early repayment of consumer loans;
● early repayment of investment loans;
● early repayment of cash flow loans.

In accordance with authorities recommendations, Crédit Mutuel Arkéa group's interest rate
risk exposure and sensitivity indicators measurement are carried out using three
complementary approaches: static, dynamic on a constant balance sheet basis and dynamic
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with future activity assumptions. Thus, flow conventions are applied, notably those
applicable to the following aggregates:

● unmatured client resources;
● current accounts receivable;
● revolving loans;
● home savings plans;
● doubtful and unpaid loans;
● litigation;
● other balance sheet items.

The Crédit Mutuel Arkéa group does not use any other assumptions than those defined
above to control the table IRRBB1.

Average and longest repricing term on non-maturity deposits

The average Crédit Mutuel Arkéa group's demand deposits maturity calculation is carried out
quarterly. On December 31, 2023, the average maturity of demand deposits in euros is 3.2
years, and therefore complies with the 5-year limit indicated in paragraph 115-o of the EBA
guidelines.

Table 44 (EU IRRBB1): Interest rate risks of non-trading book activities

(*) The MNI sensitivities declared in the Pillar 3 report at 12.31.2023 are calculated according
to the guidelines recommended by the EBA (constant outstandings over a sliding one-year
horizon integrating commercial margins with rate shocks of +/-200 bp). The MNI sensitivities
presented in the Pillar 3 report of 06.30.2023 used a different methodology based on internal
assumptions and models with rate scenarios of +100 bp (-31.327 M€ sensitivity) and -100 bp
(+36.868 M€ sensitivity).
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12. Liquidity risk
Information on the structure and organization of the function responsible for liquidity risk
management is provided in Crédit Mutuel Arkéa’s 2023 Universal Registration Document, in
the section entitled “Risks”.

Liquidity risk is the risk that an entity will not be able to meet its obligations or to unwind or
offset a position because of its situation or the market situation within a specified period of
time and at a reasonable cost. It arises from a maturity mismatch between the sources and
uses of funds.

It may result in an additional financial expense in the event of an increase in liquidity
spreads; in the most extreme form, it could result in the institution’s inability to honor its
commitments.

The Group has historically been vigilant and prudent in managing this risk.

A number of regulatory liquidity ratios are closely monitored, including:

● the LCR (Liquidity Coverage Ratio), which is provided for by the CRD 4 and CRR
regulations. It measures the ratio between liquid assets and net cash outflows at 30
days under a stress scenario. The minimum required level has been 100% since
2018;

● the NSFR (Net Stable Funding Ratio), which is also a liquidity ratio provided for by
the CRD 4 and CRR regulations. It verifies the coverage of stable uses by stable
resources. The minimum required level has been 100% since June 2021.

In addition to regulatory liquidity indicators, CM Arkéa has an advanced internal system for
monitoring and controlling liquidity risk, which is overseen and managed by the ALM
Department.

Strategy and processes implemented

The main objective of the Crédit Mutuel Arkéa group's treasury and refinancing management
strategy is to ensure that liquidity risk management complies with the Group's ALM and
capital management policy and the risk appetite framework. This policy, defined by Crédit
Mutuel Arkéa’s Executive Management and Board of Directors, has historically been vigilant
and prudent in the face of this risk.

The general liquidity risk appetite is defined using the principles approved by Crédit Mutuel
Arkéa’s Board of Directors, which are summarized below:

● manage liquidity within the Group's consolidated banking scope;
● ensure prudent management of liquidity risk by dedicated teams within Crédit Mutuel

Arkéa that act as the Group’s central liquidity unit (the central liquidity unit being the
Group’s only issuer in the markets) in order to contribute to the Group's business
continuity even during long periods of adverse activity trends;

● manage the Crédit Mutuel Arkéa group’s balance sheet structure in order to help
control liquidity risk;

● manage the internal allocation to provide subsidiaries with access to liquidity at all
times (Crédit Mutuel Arkéa being their sole counterparty for managing their cash
needs or surpluses) to enable them to comply with regulatory and internal rules.
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These principles translate into limits and management thresholds applicable to a series of
indicators that are monitored at least quarterly (which incorporate various assumptions
based on the Group's business model).

Certain key indicators are the subject of particular attention: the loan-to-deposit ratio, the
LCR, the NSFR, the survival horizon (with a stress in the financial markets scenario and a
stress in the markets scenario coupled with customer deposit flights) and the level of use of
the increased overall collateral management pool (3G pool) (allowing access to the ECB’s
monetary policy operations).

The Group implemented a policy aimed at reducing its level of dependence on the financial
markets and increasing its reserves of liquid assets. The loan-to-deposit ratio was 102.8% at
the end of 2023. The liquidity reserves (made up of available cash, securities that are
LCR-eligible and assets that are ECB-eligible immediately or in the short term) represent
more than twice the requirements in connection with the LCR, at €33 billion.

The monitoring and management system is supplemented by other indicators that cover the
various aspects of liquidity risk: liquidity gaps in central and stress scenarios, asset
mobilization ratio (based on the reporting of encumbered assets), dispersion of sources of
refinancing, refinancing volumes by maturity, etc.

At the end of 2023, the Group management thresholds and limits set by the management
body (Executive Management and Board of Directors) were complied with in full for all the
key liquidity indicators in the risk appetite framework.

Structure and organization of the function responsible for liquidity risk management

Three levels of management bodies are responsible for liquidity management.

Group-wide ALM principles and limits are set annually by Crédit Mutuel Arkéa’s Board of
Directors. The Board is regularly informed of the results of the policy implemented and
monitors compliance with the limits on a quarterly basis. The subsidiaries’ limits are adopted
by their respective supervisory bodies in accordance with the framework defined at Group
level.

The ALM and Capital Management Committee is responsible for the Group’s strategic
management. Chaired by the Group’s Chief Executive Officer, its members include the
effective managers and the central managers in collaboration with the ALM Department.
This committee, which is an “ad hoc committee” within the meaning of Article 228 of the
administrative order of November 3, 2014 on internal control, meets at least four times a
year (it met seven times in 2023).

As regards liquidity, the role of the ALM and Capital Management Committee is to:

● define the general liquidity risk management policy and propose a body of principles
and limits to Crédit Mutuel Arkéa’s Board of Directors;

● monitor the liquidity exposure of the Group and of its components. If necessary, it
may ask a unit to adjust its exposure;

● validate the process for measuring and monitoring related risks;
● steer the entities’ commercial policies on savings collection and loan sales by setting

the internal capital transfer rules.

The Operational ALM committees of the Group and the subsidiaries are responsible for the
day-to-day ALM of the corresponding entity, by delegation of authority and based on
guidelines defined by the Group ALM and Capital Management Committee. The Group’s
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Operational ALM Committee meets monthly. Chaired by the group’s Head of Finance and
Global Performance, its role is to:

● monitor cash and liquidity reserves;
● manage the Group’s refinancing and liquidity hedges, in particular by defining the

program for raising funds on the markets for all maturities;
● monitor risk indicators and compliance with management limits and rules.
● monitor and manage the Group’s overall interest rate risk exposure.

The main operational structures are:

● the ALM Department, which reports to the Financial Steering Department, produces
the ALM indicators and the reports required for the supervision and decisions of the
ALM and Capital Management Committee and of the Group Operational ALM
Committee (the department head being a member of these committees), in
collaboration, if necessary, with the Financial Markets Department. It monitors the
implementation of the decisions of the two aforementioned committees. It also
manages the Group's main receivables mobilization channels for secured
refinancing;

● the Financial Markets Department, which negotiates and arranges transactions
(refinancing, investment and treasury) within the framework determined by the ALM
and Capital Management Committee and the Group Operational ALM Committee;

● the Back Office Department, which manages intra-day cash, in conjunction with the
Financial Markets Department.

Description of the degree of centralization of liquidity management and interaction
among Group units

As indicated in the "Strategy and processes implemented" section, Crédit Mutuel Arkéa acts
as a central liquidity unit :

● Crédit Mutuel Arkéa borrows and lends on the markets while taking into account the
projected needs or surpluses of the entities included in the banking scope.
Transactions are carried out in euros;

● entities with cash requirements are refinanced exclusively by Crédit Mutuel Arkéa,
while banking entities with cash surpluses invest them exclusively with Crédit Mutuel
Arkéa. Transactions are carried out based on applicable arm's length terms.

In addition to the vital importance of liquidity risk management by specialized teams within
Crédit Mutuel Arkéa, this structure makes it possible to pool the needs of all the banking
entities and to achieve the critical mass needed to access markets under competitive
conditions as regards price and volume.

Since the Group’s liquidity management is centralized by Crédit Mutuel Arkéa, the
supervisor has granted the Group’s main banking subsidiaries an exemption from the
individual monitoring of the LCR.
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Policies for hedging and mitigating liquidity risk, and strategies and processes put in
place to monitor the ongoing effectiveness of such hedges and mitigation techniques

Liquidity risk exposure monitoring consists of a range of indicators covering the various
facets of liquidity risk. A body of internal standards is defined and validated annually, and is
monitored regularly (at least once every quarter); if necessary, if a standard appears
inappropriate in light of cyclical or structural changes, it may be amended by a decision or
proposal of the ALM and Capital Management Committee and the Board of Directors.

The Group's market refinancing program is defined annually by taking into account the
impact of the projected commercial activity on the main liquidity indicators and in accordance
with the Group system of multi-year projections with which it is in line. It aims to ensure
long-term compliance (three to four years) with internal standards. It can be updated every
quarter based on actual and projected trends in commercial activity and the financial market
environment (see section 4.5.3 of the 2023 Universal Registration Document on liquidity risk
for more details).

Explanation of how stress testing is used

In addition to monitoring and managing liquidity risk under normal circumstances (structural
scenario), Crédit Mutuel Arkéa also performs simulations in a liquidity crisis situation (stress
scenario).

In a static view, the liquidity stress scenario is a single scenario combining a crisis in the
financial markets and in customer deposits (simultaneously). The crisis assumptions used
are in line with those defined for calculating the LCR, which means that a positive or zero
gap in a liquidity crisis scenario is consistent with an LCR that is greater than or equal to
100% over the long term (for items already on the balance sheet).

The crisis in the markets can be global (systemic) or related only to the Group’s
creditworthiness (idiosyncratic); it results in liquidity spread tensions or even the inability to
obtain refinancing from other banks, with the result that only highly liquid securities (in terms
of the LCR) do not require a liquidity matching rule. In addition, refinancing agreements, for
which the Group has made a liquidity commitment, are considered to be used over their term
(based on the weighting used for the LCR).

The modeling of customer deposit stress involves mainly three types of assumptions:

● customer deposit flight: deposits are segmented according to the type of deposit
(demand or term deposits, with and without prior notice) and the type of customer
(with a segmentation and flight rates consistent with the LCR assumptions);

● drawdown of amounts under off-balance sheet agreements (overdraft, revolving);
● level of early loan repayments that include only the structural part (i.e. not correlated

to the interest rate environment).

In a dynamic view, the aim of the financial autonomy indicator is to estimate the number of
days the Group can survive if the financial markets close. It is obtained by comparing the
forecast cash position with the assets eligible for Central Bank refinancing :

● forecast cash position: this is determined based on a gap in a dynamic environment,
i.e. by including future customer activity;

● assets eligible for Central Bank refinancing: assets are valued based on their
availability in accordance with the definition of the Group’s liquidity reserves made up
of the available 3G pool and the liquidity potential (ECB-eligible assets available
within a short period of time).
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This indicator models two scenarios :

● the central scenario concerns only stress in the markets (global stress);
● the alternative scenario includes stress in the markets coupled with customer deposit

stress (global and idiosyncratic stress): deposits are therefore subject to a dual
run-off assumption (at one month and six months) in accordance with the run-off
assumptions of the LCR and NSFR regulatory liquidity ratios.

Scope and nature of liquidity risk reporting and assessment systems, and statement
by the management body

The monitoring of exposure and limits is the subject of regular (quarterly at a minimum)
reports to the above-mentioned bodies, as well as to the Risk and Internal Control
Committee and the Risk Monitoring Committee.

The reports are tailored to the recipients concerned on the basis of their role in the
management and monitoring of liquidity risk.

In addition, each year the management body (made up of Crédit Mutuel Arkéa's Board of
Directors and Executive Management) approves a statement on liquidity risk. This
statement, which is sent to the ECB, covers the main aspects of liquidity risk management:
organization, the measurement and monitoring system, the Group’s risk appetite,
management procedures (both in normal and stress situations), the levels of the main
indicators, the refinancing strategy, etc. The statement in respect of 2023 ended as follows :

“In light of the above factors and the fact that 2023 was marked by the continuation of
monetary tightening by the ECB, which began in the summer of 2022, and tensions on the
interbank markets following the difficulties experienced by US regional banks, Crédit Mutuel
Arkéa’s Board of Directors and Executive Committee are satisfied with the robustness and
agility of the liquidity mechanism.

They confirm that the Group’s liquidity situation reflects the implementation of a prudent
policy, both in normal and stressed situations, and that it effectively corresponds to its
liquidity risk appetite.

As such, the survival indicator calculated by the Crédit Mutuel Arkéa group is significantly
higher than its twelve-month internal limit. The Group has significant room for maneuver and
good quality liquidity reserves, enabling it to cope with changes in the economic and
financial environment, even in the event of unfavorable changes in customer activity.

The projections for the coming years confirm the robustness of the ILAAP mechanism , with
a level of liquidity that enables the Group to pursue its development while maintaining a high
level of financial security.

The centralized structure of liquidity management and the associated governance are
appropriate to the vital nature of liquidity risk management. The management system is
appropriate and documented; it covers the various aspects of liquidity risk and is tailored to
the Crédit Mutuel Arkéa group's risk profile.

Regular reporting by the group's various bodies is in line with expectations. Regulatory ratios
and internal indicators are continuously monitored. Their high levels demonstrate sound and
prudent management.

In accordance with its principles of good management and the expectations of the ECB,
Crédit Mutuel Arkéa’s Board of Directors and Executive Committee are committed to
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promoting the ILAAP approach by continuing to monitor on an ongoing basis the adequacy
of the Group’s liquidity and financing in light of its risk appetite.”

Short-term liquidity ratio information

In accordance with the CRR, the Crédit Mutuel Arkéa group’s Accounting Department
produces, and submits monthly to the ECB, a report on its short-term liquidity coverage ratio
(hereinafter “LCR”).

The purpose of the LCR is to ensure the short-term resilience of banks in the face of severe
liquidity stress. It verifies that the level of highly-liquid assets is sufficient to cover the net
cash flows over the next 30 days, under stress assumptions involving, in particular, deposit
flight and drawdowns of amounts under off-balance sheet agreements.

Explanations on the main drivers of LCR results, its changes over time and the
evolution of the contribution of inputs to the LCR’s calculation over time

The minimum required level of the LCR was 100% in 2023. The Group met the regulatory
requirement over the fourth quarter of 2023, with significant room for maneuver. The average
LCR from January to December 2023 was 150%. At the end of December 2023, Group's
consolidated LCR ratio was 140%, down 8.2 points compared with the end of September
2023.

The Crédit Mutuel Arkéa group's liquid assets totaled €21.274 billion and consisted mainly of
deposits at central banks. These represented 61% of liquid assets at the end of December
2023, stable compared with the end of September 2023.

Net cash outflows over 30 days amounted to €16.800 billion, most of which corresponded to
customer deposits. This represented an increase of €1,467 million compared with the end of
September 2023.

Net cash inflows over 30 days amounted to €1.573 billion, most of which corresponded to
customer loans and maturing debt securities. This represented a decrease of €550 billion
compared with the end of September 2023.
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Table 45 (EU LIQ1): Quantitative information on the liquidity coverage ratio (LCR)

The Crédit Mutuel Arkéa group calculates the LCR in accordance with Implementing
Regulation (EU) 2021/637.
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Concentration of funding and liquidity sources

Crédit Mutuel Arkéa seeks to diversify its sources of funding and liquidity. It has therefore
defined internal standards on :

● the loan-to-deposit ratio in order to check the balance of the commercial business
and dependence on market refinancing;

● the level of dispersion of interbank refinancing in order to ensure control of its
dependence on certain counterparties;

● refinancing volumes by maturity to avoid a concentration of the maturities of the
refinancing lines.

At the same time, the Crédit Mutuel Arkéa group has developed a policy of diversifying its
refinancing channels and has several types of issue vehicles, particularly in the medium to
long term, with both unsecured and secured issuance programs.

The definition of the refinancing program takes into account these limits and the various
possible issuance vehicles. When preparing for and carrying out issues in the markets,
attention is also paid to the diversification of investors, both by type of investor (asset
managers, banks, etc.) and by geographic area (France, Germany, Scandinavian countries,
etc.).

Description of the composition of the institution's liquidity buffer

Available liquidity reserves are a buffer in the event of a liquidity crisis.

They consist of cash that is available immediately (net of mandatory reserves) or in the short
term (less than six months) and assets eligible for Central Bank refinancing available
immediately or within three weeks (valued with the discount provided by the Central Bank).
The level of liquidity reserves is set monthly by the Treasury, Refinancing and Foreign
Exchange department and may, if necessary, be discounted on a daily basis.

The liquidity reserves are presented monthly to the Group Operational ALM Committee in
order of asset liquidity, with a comparison with past months, and quarterly to the ALM and
Capital Management Committee and the Board of Directors as part of the limit monitoring
process.

At December 31, 2023, the liquidity reserves amounted to €33 billion, a decrease of €0.3
billion since December 31, 2022.

Liquidity reserves

In € billion 12.31.2023 12.31.2022

Central bank deposits 13.2 23.4

LCR securities eligible for the 3G pool
(after haircut)

7.8 2.2

Other assets eligible for the 3G pool
(after haircut)

11.9 7.7

Total 33.0 33.3
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Crédit Mutuel Arkéa strives to maintain liquidity reserves of more than nearly twice the
amount of the net cash outflows of the LCR. This liquidity buffer allows it to cope with
extreme crisis situations at all times and reflects the Group’s commitment to prudent liquidity
risk management.On December 31, 2023, the liquidity reserves represented 39% of Crédit
Mutuel Arkéa's gross deposits.

Exposure to derivatives and possible collateral calls

The Crédit Mutuel Arkéa group uses derivatives mainly for the purpose of managing interest
rate risk. They are subject to margin calls that are generally standardized and meet the
requirements of the European Market Infrastructure Regulation (EMIR).

At the end of 2023, the net position of collateral calls was not material and had a marginal
impact on cash and liquid securities management.

In addition, the calculation of the LCR includes an additional cash outflow corresponding to
additional collateral requirements that would result from an adverse market scenario; the
amount was valued at close to €717 million at December 31, 2023, which is not material in
view of the amount of liquid assets.

Asymmetry of currencies in the LCR

The LCR is calculated in euros only, as foreign currency positions are marginal (foreign
currency positions are valued in euros as they are below the 5% representativeness
threshold in the total consolidated banking balance sheet). This is due to the group’s
business model and geographic location.

Information on net stable funding ratio

In addition to the LCR, European regulations provide for a long-term structural liquidity ratio
called the “NSFR” (net stable funding ratio). The NSFR is designed to encourage credit
institutions to have a permanent structure of stable resources, enabling them to continue
operating over a period of one year in an environment of prolonged stress. The minimum
required level of the NSFR has been 100% since June 2021 under the CRR.

The Group met the regulatory requirement in the second half of 2023, with significant room
for maneuver. The average annual NSFR from January to December 2023 was 111.6%. At
the end of December 2023, the NSFR ratio stood at 111.9%, up 0.4 points on the end of
June 2023.

The amount of weighted liabilities available at one year was €90.619 billion, most of which
corresponded to customer deposits and issues (negotiable medium-term notes, negotiable
certificates of deposit, etc.). This represented an increase of €4.483 billion compared with
the end of June 2023.

The amount of weighted assets to be financed over one year was €80.995 billion, most of
which corresponded to loans to non-financial customers. This represented an increase of
€3.716 billion compared with the end of June 2023.
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Table 46 (EU LIQ2): Net stable funding ratio (NSFR)
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13. Information on encumbered and
unencumbered assets
Pursuant to Article 430(1)(g) of the CRR, the Crédit Mutuel Arkéa group reports to the
competent authorities the amount of encumbered and unencumbered assets at its disposal
and their main characteristics. These assets may be used as collateral to obtain other
financing on the secondary markets or from the central bank, and therefore constitute
additional sources of liquidity.

An asset is considered to be “encumbered” if it is used as collateral, or may be used
contractually, to secure, collateralize or enhance a transaction from which it cannot be
separated. By contrast, an asset is "unencumbered" if it is free from any legal, regulatory,
contractual or other limitations, the possibility of liquidation, sale, transmission or disposal.

For example, the definition of encumbered assets includes the following types of contracts:

● secured financial transactions, including repurchase agreements, securities lending
and other forms of loans;

● collateralization agreements;
● collateralized financial guarantees;
● collateral placed in clearing systems, clearing houses or other institutions as a

condition for accessing the service. This includes initial margins and funds against
insolvency risk;

● facilities given to central banks. Assets already in position should not be considered
encumbered, unless the central bank does not authorize the withdrawal of these
assets without prior agreement;

● underlying assets of securitisation entities when these assets have not been
derecognized by the entity. The assets underlying the securities held are not
considered encumbered, unless these securities are used to pledge or guarantee a
transaction in any way;

● baskets of collateral created to issue covered bonds. These assets are recognized as
encumbered assets except in certain situations where the entity holds these covered
bonds (self-issued bonds).

Assets placed in financing mechanisms that are unused and can easily be withdrawn are not
considered to be encumbered.

In the case of the Crédit Mutuel Arkéa group, the main sources of charges on assets are:

● repurchase agreements;
● receivables used as collateral for covered bond issuance;
● receivables used as collateral for borrowings from refinancing institutions.

The median ratio of encumbered assets to total regulated assets was 16.47% at December
31, 2023.
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Table 47 (EU AE1): Encumbered and unencumbered assets

Table 48 (EU AE2): Collateral received and own debt securities issued

Table 49 (EU AE3): Sources of encumbrance
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14. Operational risk
Information on the structure and organization of the function responsible for operational risk
management is provided in Crédit Mutuel Arkéa’s 2023 Universal Registration Document, in
the section entitled “Risks”.

Description of the advanced measurement approach (AMA)

As part of the implementation of the operational risk advanced measurement approach
(hereinafter “AMA”) for measuring capital requirements in respect of operational risks, a
dedicated department of the CNCM Risk Department is responsible for operational risk. The
Crédit Mutuel Arkéa group is fully committed to this approach.

It involves measuring and controlling operational risks based on the risk mapping carried out
for each business line, purpose, type of risk and risk context. This work is carried out in close
collaboration with the subsidiaries and operational departments, in accordance with the
day-to-day risk management measures. These mappings serve as a standardized
framework for analysis of the proven loss experience and potential risks.

For “serious” risks, they result in modeling drawn from the work of experts which is
reconciled with probability-based estimates based on different scenarios.

For “frequency” risks, the models rely on the national database of internal incidents. Data is
entered into this application by the Crédit Mutuel Arkéa group in accordance with a national
collection procedure which defines a uniform threshold of €1,000 above which each incident
must be input. To ensure data collection is exhaustive, the national system also provides a
framework for reconciliations of the incident database and the accounting information.

Subscription to an external database completes the analysis. It contributes to the
enhancement of mapping and, more generally, the operational risk measurement system.
The use of this database and the procedures for taking this data into account are the subject
of a CNCM procedure.

The Group's general management and reporting system incorporates the requirements of
the administrative order of November 3, 2014 relating to internal control. The effective
managers are informed of operational risk exposures and losses on a regular basis and at
least four times a year.

The procedures implemented within the Crédit Mutuel Arkéa group in terms of governance,
incident collection and risk management and measurement systems enable it to take
appropriate corrective measures. These procedures are subject to regular controls.

Authorized use of the AMA method

The French Prudential Control and Resolution Authority (hereinafter the “ACPR”) has
authorized Crédit Mutuel to use the advanced measurement approach to calculate its capital
adequacy requirement as from April 1, 2010. This provision applies to the Crédit Mutuel
Arkéa group, with the exception of those entities that have been included in the calculation
scope since that date.
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The Group's capital adequacy requirement calculated using the AMA method is determined
by dividing between the regional groups the requirement calculated at the level of CNCM.

Operational risk mitigation and hedging policy

Operational risk mitigation techniques include:

● preventive measures identified during the mapping process and implemented directly
by operational staff;

● safeguard initiatives, which focus primarily on the widespread implementation of
emergency and business continuity plans (EBCP);

● insurance programs.

Each of the Crédit Mutuel Arkéa group's key or important activities has its own emergency
and business continuity plan, which is organized on the basis of three phases:

● emergency assistance: this is triggered immediately and involves measures designed
to handle emergencies and institute solutions for operating under adverse conditions;

● business continuity: this involves resuming activities under adverse conditions in
accordance with procedures defined before the crisis;

● return to normal.

Use of insurance techniques

The ACPR has authorized Crédit Mutuel to take into account the impact of insurance as a
mitigating factor when calculating the capital adequacy requirement using the AMA method
for operational risk.

The principles applied for financing operational risks within the Crédit Mutuel Arkéa group
depend on the frequency and severity of each potential risk. They consist of:

● setting aside funds for frequent risks through the operating account;
● insuring insurable serious risks via external insurers or reinsurers;
● developing self-insurance for amounts below insurance companies’ excesses;
● allocating prudential capital reserves or provisions financed by assets that can be

mobilized for serious non-insurable risks.

The Crédit Mutuel Arkéa group’s insurance programs comply with the provisions of Article
323 of the CRR concerning the deduction of insurance under the AMA.

The insurance coverage used in the deduction process covers damage to real and personal
property (multi-risk), specific banking risks and fraud, professional third-party liability and
cyber-risks.
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Table 50 (EU OR1): Operational risk own funds requirements and risk-weighted
exposure amounts
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15. ESG Risk
15.1. Definition of ESG risks
ESG (environmental, social and governance) factors can impact an entity’s financial position
negatively or positively. From a prudential point of view, for a financial institution, ESG risks
are the negative materialization of ESG factors affecting its financial position, financial
results and cash flows as a result of impacts on its counterparties or assets.

ESG risks are factors that determine other existing risks to which the Crédit Mutuel Arkéa
group is exposed, which include credit risk, operational risk and other categories of financial
risk. Crédit Mutuel Arkéa therefore gradually integrates ESG risk factors into its governance,
strategy and overall risk management framework.

15.1.1. Environmental risks

Economic activity, and the financial system in particular, is affected by environmental
damage and climate change. Environmental risks should be understood as the financial risks
arising from a banking institution’s exposure to counterparties or investments that may be
impacted by environmental factors or contribute to the adverse effects of environmental
factors, such as climate change and other forms of environmental degradation.

Environmental risks include climate risks and risks related to biodiversity loss.

15.1.1.1. Climate risks

Climate risks are generally broken down into two main categories, along with liability and
reputational risk.

Physical risk refers to the financial impacts of climate change (in particular, the proliferation
of extreme climate events and gradual shifts in the climate) and of environmental damage
(such as air, water and ground pollution, water stress, biodiversity loss and deforestation).

Transition risk refers to the financial loss that an institution may incur as a direct or indirect
result of the process of adapting to a low-carbon, more environmentally sustainable
economy.

Liability risk corresponds to the damages that a legal entity would be required to pay if it
were found to be responsible for global warming. This risk may arise from legal action.

Reputational risk refers to the fact that the public and the counterparties and/or investors of
the institution could associate the bank with adverse environmental impacts.

The illustration below provides an overview of the factors involved in the transmission of
climate risks to financial risks and reputational risk.
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15.1.1.2. Risks related to biodiversity loss

Biodiversity is assessed by considering ecosystem, species and genetic diversity in space
and time, as well as interactions within and between these levels of organization. Various
concepts center around this notion of biodiversity and its benefits for society, namely natural
capital and ecosystem services. Ecosystem services include all the goods and services that
biodiversity provides to society and that are necessary for its functioning, such as the supply
of water and natural resources, the regulation of erosion, climate, diseases, pollination, etc.

Financial risks related to biodiversity loss (or to nature) are the risks of adverse effects on
economies, financial institutions and companies resulting from physical and transition risks:

- Physical risks refer to financial losses associated with damage caused by the decline in3

ecosystem services and biodiversity. These risks result from the degradation of nature and
the loss of ecosystem services on which economic activities depend. The degradation or
loss of certain ecosystem services may weaken the value chain and the business model of
an activity or sector. That is why physical risk is assessed through both pressures on
biodiversity and dependence on ecosystem services. Physical risks can be chronic (e.g.
gradual decline in pollinator populations in a region over several years) or acute (e.g.
zoonosis, natural disasters).

- The transition risk1 of an economic player related to biodiversity loss results from a
misalignment between its practices and society’s expectations in terms of protecting,
restoring and reducing biodiversity erosion. Like climate risk, transition risk can be driven by
changes in regulations, policies, case law, investor sentiment, consumer preferences and
technological innovations.

In the same way as climate risks, risks related to biodiversity loss can lead to liability and
reputational risk.

3 Definitions from the Taskforce on Nature-related Financial Disclosures (TNFD)
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15.1.2. Social risks

In its report on management and supervision of ESG risks, the EBA defines social risk
factors as social matters that may have a positive or negative impact on the financial position
of an entity.

There are many social factors. They may refer to human rights, the well-being and interests
of people and communities, issues related to inequality, health, inclusiveness, labor
relations, workplace health and safety, human capital, consumer protection and product
liability.

The EBA has identified three drivers of social risk:

● environmental risks. Indeed, the continuous deterioration of environmental conditions
entails social risks (e.g. climate migrants);

● changes in social policy;
● changes in market sentiment linked to the social transformation towards a more

inclusive, fair society.

The transmission channels of social risks are generally similar to those of environmental
risks. For instance, social risks impact economic activities which in turn impact the financial
system through transmission channels that include:

● a decline in companies’ profitability,
● a decline in companies’ productivity,
● an increase in compliance costs,
● an increase in legal costs,
● an increase in insurance costs,
● a decline in household wealth,
● damage to reputation and image,
● changes in consumer and customer demand,
● changes in employee expectations.

15.1.3. Governance risks

The EBA defines governance factors as all issues related to measures, rules,
decision-making, reporting and supervisory bodies that may have a positive or negative
impact on the financial position of an entity.

Governance factors cover governance practices, including management, executive pay,
audits and internal controls, tax avoidance, board independence, shareholder rights,
corruption and bribery, as well as the way in which entities include environmental and social
factors in their policies and procedures. It should be noted that governance factors in the
context of ESG factors do not refer to the governance arrangements of supervised
institutions, but rather to the governance factors of the counterparties and invested assets of
institutions.

94 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



15.2. ESG risk governance
15.2.1. Role and involvement of governance bodies in the supervision and
management of ESG risks

At Crédit Mutuel Arkéa, the framework,supervision and management of ESG risks are
reviewed and approved at the highest level of the company’s governance.

15.2.1.1. Supervisory body

Crédit Mutuel Arkéa's Board of Directors is directly involved in the supervision of
climate-related and environmental risks and opportunities. Its responsibilities include
approving strategic guidelines, policies and major operations, such as defining the risk
appetite. Crédit Mutuel Arkéa’s directors’ charter was amended in 2021 to reflect the need to
manage the company’s ESG issues in terms of opportunities and risks.

A status update on fulfillment of the commitments under the Group’s climate strategy is
presented to the Board of Directors once a year, along with an assessment of the progress
made as part of the follow-up on the Group’s Medium-Term Plan.

15.2.1.2. Effective managers

Crédit Mutuel Arkéa's Executive Committee is directly involved in the assessment and
management of climate-related and environmental risks and opportunities. Its main role is to
help the Group’s Executive Management with strategic governance. It recommends strategic
policies to the Board of Directors and then oversees the implementation of the strategy
approved by the Board and monitors the resulting risks. Pursuant to its prerogatives and
powers and to ensure the relevance and quality of its decisions, Crédit Mutuel Arkéa’s
Executive Management has structured its organization around specialized committees.

Since 2020, members of Crédit Mutuel Arkéa’s Board of Directors and Executive Committee
have received regular training on ESG issues and risks (training in 2022 on risks related to
biodiversity loss, training on environmental risks in 2023).

15.2.1.3. Specialized committees

ESG risks are fully integrated into the Group’s risk management framework and validated by
the internal governance bodies. The governance of ESG risks is structured around various
specialized committees. To validate the Group’s strategic policies and ensure its risk
monitoring role, the Board of Directors and the Executive Committee rely on the informed
opinions of these committees. The special emphasis that must be placed on integrating ESG
issues is formalized in each committee’s charter.

Setting up this governance structure provides the ability to:

● make it easier to implement the ESG risk management systems,
● create the conditions for effective communication between ESG risks and financial

risks,
● establish and monitor indicators that allow the governance team to manage ESG

risks.
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Supervisory committees:

The Strategy and Societal Responsibility Committee (SSRC)

Its mission is to drive Crédit Mutuel Arkéa’s strategic vision and assist the Board of Directors
with its work. Its role is to monitor the progress of the strategic project and ensure the
integration of sustainable finance into the Group’s strategy.

The Risk and Internal Control Committee (RICC)

This committee’s mission is to help the Board of Directors perform its duties with respect to
monitoring Crédit Mutuel Arkéa’s risks and internal control system. It is responsible for
defining the Group’s risk appetite framework and monitoring compliance with it. As such, the
RICC has worked to integrate ESG risks into the Group’s risk appetite framework. This
integration, which involves setting limits, has implications for all the lines of defense.

Since 2021, Crédit Mutuel Arkéa has strengthened its ESG/climate governance by
appointing two lead directors to the SSRC and RICC.

Cross-functional executive committees:

The Executive Management Committee

At the beginning of 2023, the decision was made to integrate sustainable finance issues into
the Executive Management Committee, thereby increasing the number of participants in the
work. This committee is responsible for:

● recommending strategic policies and commitments related to sustainable finance to
the Executive Committee and Board of Directors, in line with the Raison d’être, as
well as the related framework policies;

● planning the implementation of these policies at all the Group’s business lines and
processes and ensuring their proper integration;

● overseeing and reporting on the progress of their implementation to the Executive
Committee and Board of Directors every six months.

The Risk Monitoring Committee (RMC)

Acting on behalf of and by delegation from Executive Management, this committee
contributes to the governance and overall management of the Group's risks, including ESG
risks. Since members were made aware of climate risks in 2019, many ESG-related topics
have been discussed, such as the plan to integrate environmental risk management into the
risk function, the supervisory authority’s pilot climate stress test exercises and the integration
of quantitative ESG indicators into the risk appetite framework.

The Counterparties Committee

The role of the Counterparties Committee is to monitor counterparty risk within the
counterparty limits set at least once a year by Crédit Mutuel Arkéa’s Board of Directors and
under the authority delegated by General Management.

Crédit Mutuel Arkéa's Counterparties Committee is actively involved in analyzing and
monitoring the ESG risks of the market counterparties it monitors. It takes into consideration
the sustainability risk score of issuers subject to its approval. The sustainability risk score
supplements the traditional credit risk analysis. Depending on the score assigned, the
committee may refuse certain requests for listing as an eligible counterparty.
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Other committees

Other Crédit Mutuel Arkéa management committees, such as the Referencing Committee,
are further integrating ESG risks into their area of activity. The governance bodies at the
Group’s subsidiaries also take ESG issues into account.

15.2.2. Adaptation of the organizational structure

In order to integrate the short-, medium- and long-term effects of ESG risks, Crédit Mutuel
Arkéa optimized its organizational and operational structure in line with the changes made to
its governance.

Crédit Mutuel Arkéa’s Risk Department is responsible for managing ESG risks. The ESG
risks team supports Crédit Mutuel Arkéa's ESG risk objectives and responds to the growing
expectations of regulators.

It consists of seven people and its responsibilities are:

● identifying, measuring, managing and monitoring ESG risks;
● integrating ESG risks into financial risks, disseminating the risk culture and

supporting the entities in their own integration;

The Risk Department implemented a cross-functional organization through the creation in
2020 of an ESG risk coordination committee.

15.2.2.1. Integration of ESG risks into the risk appetite framework by the supervisory
body

Crédit Mutuel Arkéa’s Board of Directors approved the inclusion of ESG risks in the risk
appetite framework so as to incorporate them in a clear, detailed way for Crédit Mutuel Arkéa
as a whole.

15.2.2.2. ESG risks taken into account by the internal control functions

The internal control functions include the Risk Management (RMF), Compliance and Internal
Audit functions.

● Risk Management Function (RMF)

The Risk Management Function (RMF) currently implements the environmental risk
management system developed by Crédit Mutuel Arkéa's Risk Department. The system is
being rolled out gradually at all the Group’s entities and covers all ESG risks.

ESG risk correspondents, the main points of contact of the ESG Risk department, have been
appointed at each subsidiary. They have been involved in creating the environmental risk
appetite framework to be implemented at their entity. The steps taken to coordinate and
support this new network of correspondents continued in 2023.

● Compliance function

The Compliance unit within the Compliance and Permanent Control Department is fully
involved in integrating ESG risks into the management and monitoring of Crédit Mutuel
Arkéa’s activities.

In this regard, the compliance framework policies now incorporate ESG risks into their
analyses:
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● the framework policy on prior approval by Compliance (e.g. analysis of ESG risks
associated with the marketing of new products and projects);

● the framework policy on product governance and supervision which incorporates
compliance with sustainability obligations and objectives;

● the obligations resulting from delegated directive 2021/1270 and delegated regulation
2021/1255 on sustainability risks added to the conflict of interest prevention and
management policy;

● policies that apply to investment services which now incorporate sustainability factors
into their analyses.

The Permanent Control unit of the Compliance and Permanent Control Department, together
with the Sustainable Finance department, developed the cross-functional control frameworks
for the coal, oil and gas and tobacco sector policies, compliance with the SFDR regulation
and compliance with the French Duty of Care law implemented in the 2023 plans of the
entities concerned.

Lastly, the Compliance Function rolled out the AMF Sustainable Finance certification module
for the relevant operational staff. To date, 77 employees have been certified.

● Internal audit

The integration of ESG risks is also apparent in the audit functions. In 2022, the Internal
Audit and Periodic Control Department received training on climate-related risks and
conducted the first internal audit on climate-related and environmental risk management
strategies, governance and frameworks.

15.2.2.3. ESG risks taken into account by the business lines

As the first lines of defense, the business lines are responsible for taking into account and
controlling ESG risks to which their activities are exposed. They consist of the operational
structures and teams, such as the local bank networks, the subsidiaries and the central
departments. For example, ESG risks are taken into account in the loan origination policy,
which involves business line operational controls at the above-mentioned structures. Among
the subsidiaries, Suravenir Assurances illustrates the need to take into account ESG –
particularly climate-related – risks that impact its insurance business.

In addition, the Sustainable Finance Function, created in early 2021, consists of the
entities’ Sustainable Finance managers and the central Sustainable Finance team. It
recommends framework policies related to sustainable finance and implements the
associated action plans.

The entities' Sustainable Finance managers play a key role in disseminating the Group's
ESG ambition: they coordinate the implementation of the actions laid out in the sustainable
finance roadmap and climate strategy that apply to their entity. The central Sustainable
Finance team, which includes 11 people, reports to Crédit Mutuel Arkéa’s General
Secretariat Department.
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15.2.3. Alignment of the compensation policy with the institution’s ESG risk objectives

Crédit Mutuel Arkéa has set objectives related to its company with a mission status.
Objectives related to Crédit Mutuel Arkéa’s sustainability strategy were incorporated into the
variable compensation criteria for the Group’s corporate officers and key executives in 2023.

Variable compensation is based on financial and/or non-financial achievements measured
on the basis of actual performance, and on individual assessments related to fulfillment of
the objectives set.

The variable compensation of non-employee corporate officers, approved by Crédit Mutuel
Arkéa’s Board of Directors on the proposal of the Compensation Committee, is partly tied to
sustainability-related indicators. These indicators concern the monitoring of the company
with a mission objectives and the MTP (strategic plan) and to the climate impact, including
the carbon footprint reduction trajectory.

For the Group’s key executives, following approval by the Executive Committee, an indicator
related to the objectives of the company with a mission roadmap has been included in the
variable compensation criteria. These indicators, which reflect the objectives of the company
with a mission roadmap approved by the Mission Committee, are adapted to employees
based on their entity in order to define relevant objectives, some of which meet sustainability
obligations.

For all employees (Economic and Social Unit scope), the profit-sharing agreement includes
a criterion for increasing the amount related to a reduction in the Group's carbon footprint
(direct footprint).

15.3. ESG risk strategy
15.3.1. Integration of ESG risks into the strategy and banking model

15.3.1.1. Integration into the business strategy

Through its cooperative and collaborative model, Crédit Mutuel Arkéa strives to combine the
needs of its members and customers with the challenges of the moment in an effort to
achieve overall financial, environmental and societal performance. Crédit Mutuel Arkéa
pursues a responsible development strategy and is a banking and financial partner in a
world that is conceived over the long term, supporting local territories and their stakeholders.

By adopting its Raison d’être in 2020 and then the status of a company with a mission in
May 2022, Crédit Mutuel Arkéa confirmed its commitment to serving the local territories and
future transitions.

Crédit Mutuel Arkéa's mission is centered around five commitments that stem from its
Raison d’être and form the basis of the Transitions 2024 Medium-Term Plan.

Four of these commitments focus on environmental, social and societal issues:

● support each of our stakeholders in their environmental transition;
● develop regional cooperation and commit to local vitality;
● promote inclusion and cultivate a lasting relationship of trust with all our members

and customers, from pioneers to the most vulnerable;
● encourage our employees’ commitment to serve the common good by keeping our

mutualist values alive.
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In keeping with its Raison d’être, Crédit Mutuel Arkéa has set targets for curbing global
warming as part of a climate strategy, because the impact of climate issues on the business
models of financial services groups is becoming increasingly obvious.

Crédit Mutuel Arkéa’s strategy in terms of human capital development was formalized under
the “Transitions HR 2024” strategic plan. It focuses mainly on the importance of Crédit
Mutuel Arkéa’s primary strength: its human capital.

For example, environmental, social and societal factors are integrated into Crédit Mutuel
Arkéa’s business model in the form of policies that formalize the Group’s commitment to
support customers and stakeholders in sectors that are particularly affected by
environmental and social transitions (for instance, real estate financing and
farming/wine-growing/agrifood sector policy).

In early 2024, Crédit Mutuel Arkéa adopted its first human rights policy, in which it confirms
its long-term commitment to defending human rights and describes the measures already in
place.

15.3.1.2. Adjustment of the business model

In keeping with its Raison d'être, Crédit Mutuel Arkéa’s business model is constantly being
adjusted to take into account major social, societal and environmental issues.

The updating of Crédit Mutuel Arkéa's business model has required changes to the
governance bodies, including their greater involvement in integrating ESG factors into the
Group's strategy. At its entities and subsidiaries’ level, this updating takes the form of action
plans, the “Transitions 2024” medium-term plan and sustainable finance action plans, with
the specific characteristics of each business line also taken into account.

Adjustment of the business model is reflected in a number of commitments made pursuant
to the Group’s company with a mission roadmap and climate strategy, such as adopting
sector policies, setting objectives to decarbonize financing and investment portfolios, and
mobilizing savings in support of the environmental transition. It is also illustrated by updates
to the Group's risk management system to incorporate ESG risks and regulatory
requirements and/or new industry standards (ECB, TCFD, TNFD, etc.).

It is important to note that the Crédit Mutuel Arkéa group’s climate-related objectives do not
represent all the environmental issues that it recognizes as important (respect for
biodiversity, protection of the oceans, etc.). These topics are themselves dependent on the
social issues on which the Crédit Mutuel Arkéa group strives to be a committed player.

Supporting customers, stakeholders and local territories in social and societal transitions is a
focal point of Crédit Mutuel Arkéa's business model. The Crédit Mutuel Arkéa group’s
non-financial performance statement describes the way in which they are supported.

The Crédit Mutuel Arkéa group also has subsidiaries whose main activities are focused on
providing solutions to social and societal issues, such as:

● Armorique Habitat (social housing company),
● Arkéa Assistance (remote assistance company that develops remote alarm solutions

for elderly or isolated people).
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15.3.1.3. Changes in the business environment

Crédit Mutuel Arkéa contributes to the development and standardization of industry practices
in an effort to promote the financial sector’s awareness of sustainability issues. For instance,
it has joined, or supports, several recognized initiatives:

● United Nations Global Compact
● Principles for Responsible Banking
● Finance for Biodiversity Pledge
● CDP (formerly Carbon Disclosure Project)
● Taskforce on Climate-related Financial Disclosures (TCFD)
● Net-Zero Banking Alliance (NZBA)
● signing of the Towards the Zero Gender Gap manifesto at the Women’s Forum for

the Economy & Society
● FAIR

By supporting these initiatives, Crédit Mutuel Arkéa encourages all companies to be more
transparent about the actions they take and to adjust their business model to incorporate
ESG issues. This commitment to transparency is also reflected in Crédit Mutuel Arkéa’s
practices, as illustrated in its TCFD report published each year.

15.3.2. Objectives, targets and limits for assessing ESG risks

15.3.2.1. Definition process

Crédit Mutuel Arkéa's governance and executive bodies are fully involved in defining the
objectives, targets and limits for assessing and managing environmental risks.

Various committees are involved in designing the strategy and setting objectives and targets,
including the Strategy and Social Responsibility Committee (SSRC) and the Executive
Management Committee.

The limit system for managing ESG risks is the responsibility of the Board of Directors. The
limits related to ESG risks are detailed in chapter 15.4.3.1.2.

15.3.2.2. Objectives, targets and limits related to environmental risks

The Crédit Mutuel Arkéa group has adopted policies for sectors that are key to the transition
to a low-carbon economy, in accordance with the goals of the Paris Agreement:

● a policy on financing and investments in thermal coal was implemented in 2019. In
early 2021, the Group decided to completely phase out thermal coal by the end of
2027.

● a policy on financing and investments related to oil and gas has been in effect since
early 2022. The Group is committed to phasing out companies engaged in
unconventional fossil fuels (UFF) by the end of 2030 based on certain criteria. To
define this policy, the Group has taken into account the goals of the Paris Agreement,
the recommendations of the International Energy Agency and the recommendations
of the Scientific and Expert Committee on unconventional hydrocarbons.

● a policy on financing of air transport activities. A number of criteria apply to
financing of aircraft and financing granted to air transport operators with a view to
decarbonizing the sector.
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● a real estate policy through which the Group agrees to support its stakeholders’ real
estate projects, while contributing to improvement in energy performance and the
decarbonization of buildings.

These policies are available at cm-arkea.com.

As part of its direct environmental trajectory (related to its internal operations), Crédit Mutuel
Arkéa also pledged to reduce its greenhouse gas emissions by 25% between 2019 and
2024.

The Group joined the Finance For Biodiversity Pledge initiative in 2021 with the goal of
increasing awareness of biodiversity-related issues at its business lines. In 2024, the Group
published its first “Biodiversity and Natural Capital” report, which presents the various
measures taken to integrate biodiversity issues into financing and investment activities,
support its stakeholders and incorporate these issues into its own business practices.

Crédit Mutuel Arkéa joined the Net-Zero Banking Alliance (NZBA) in 2022, thereby pledging
to align its investments and financing portfolios with the goal of “net zero emissions” by 2050
and to set an intermediate target for 2030, based on the alliance’s guidelines.

Carbon intensity targets by 2030 have been set for several business sectors (steel, cement,
air transport, residential real estate). The scopes, scenarios and quantified targets are
detailed in section 15.5 (template 3: Alignment metrics)

15.3.2.3. Investment activities in support of environmental objectives and EU
taxonomy-aligned activities

Crédit Mutuel Arkéa wishes to increase its positive environmental impact in order to
contribute to the low-carbon transition. To this end, it has pledged to measure and increase
the share of its green activities in its investment and financing operations. As of December
31, 2023, and for the first time, the Group measured its Green Asset Ratio in connection with
the implementation of the European Taxonomy. Tables 6 to 8 below detail Crédit Mutuel
Arkéa’s Green Asset Ratio. The tables only cover the first two objectives of the Taxonomy.

The Group has identified a number of opportunities linked to financing and investments in
activities related to environmental goals (in addition to European taxonomy alignment):

● increase financing in support of the energy transition
● develop new financing solutions and products to help customers (individuals,

companies, institutions) with their climate and environmental transition;
● create value by helping the portfolio companies have more awareness of climate

issues;
● increase inflows from savings products that promote the climate and environmental

transition.

These opportunities related to environmental goals are monitored by the Sustainable
Finance function, with specific projects and indicators.

In 2022, as part of the company with a mission roadmap,the Group set environmental
objectives for 2024:

● a target of €900 million in annual financing in support of the environmental transition,
→ status at 12/31/2023: €1.003 billion (€860 million at 12/31/2022)

● a target of €300 million in gross annual savings inflows for the environmental
transition (products or products listed by manufacturers).

→ status at 12/31/2023: €689 million (€182 million at 12/31/2022)
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Crédit Mutuel Arkéa also supports the development of EU taxonomy-aligned activities
through its subsidiaries.

Schelcher Prince Gestion, one of Crédit Mutuel Arkéa's asset management subsidiaries,
created the Infrastructure Transition Platform to finance the development of low-carbon
infrastructure by investing in projects that contribute positively to one of the six objectives of
the European Taxonomy.

In the banking sector, an Environmental Transition function was created at Arkéa Banque
Entreprises et Institutionnels. Its goal is to accelerate and structure the development of local
financing related to renewable energy, renovation and energy efficiency projects. The
function analyzes the taxonomy alignment of financed projects.

15.3.2.4. Objectives, targets and limits related to social risks

Crédit Mutuel Arkéa has developed a human rights policy in which it confirms its long-term
commitment to defending human rights. This policy describes how human rights issues are
integrated into financial activities, the Group’s human resources management and
purchasing of products and services.

Crédit Mutuel Arkéa implements a vigilance plan that covers the risk of serious harm in
terms of human rights and fundamental liberties, health and safety and the environment. The
plan is divided into three parts: its potential negative impacts as a company and as a
purchaser in relations with its suppliers and service providers, and the potential negative
impacts related to its financial activities.

Exercise of the French Duty of Care law is coordinated by a cross-functional Steering
Committee. Management indicators are defined to better monitor the effectiveness of the
vigilance plan.

Since 2017 and in accordance with the French Duty of Care law, the department responsible
for the Group’s purchasing has conducted an annual assessment of potential environmental,
ethical, health/personal safety and human rights impacts. The Group's contracts with
suppliers and service providers include clauses concerning compliance with labor law and
anti-corruption efforts. A supplier code of conduct has also been attached to the Group's
framework contracts since 2017.

Crédit Mutuel Arkéa takes steps to manage social risks as part of the development and
marketing of its products and services while ensuring compliance with customer protection
rules.

Moreover, as personal data protection and data security are major issues given the increase
in cyber risks, Crédit Mutuel Arkéa has developed specific policies and various mechanisms.

In line withits internal practices, Crédit Mutuel Arkéa is sensitive to social issues. The Group
recognizes and complies with international principles and rules aimed at ensuring minimum
standards in the area of human rights. In addition to current regulatory requirements, the
Crédit Mutuel Arkéa group takes specific steps to limit risks and potential negative impacts in
Human Resources management, such as promoting inclusiveness and diversity, reducing
work-related stress, preventing psychological and sexual harassment, combating violence
against women, etc.

A whistleblowing and reporting system focusing on the risks of serious harm to health/safety,
human rights and the environment is available to employees, service providers or anyone
outside the company, particularly via its website.

103 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



As part of the company with a mission roadmap, the Group has set the following social
objectives for 2024:

● an annual meeting rate for financially vulnerable persons > 60%
→ status at 12/31/2023: 60.3% (59.3% at 12/31/2022)

● a target of 100% of main entities that have implemented a customer satisfaction
measurement strategy by the end of 2023

→ status at 12/31/2023: 100% (80% at 12/31/2022)
● a target of maintaining the level of the workplace equality index

→ status at 12/31/2023: 92.4 (92.9 at 12/31/2022)
● a target of +0.5 pt every year for the rate of Group employees with disabilities

→ status at 12/31/2023: 3.99% (3.5% at 12/31/2022)

In 2023, the limit system included an indicator related to social risks (workplace equality
index). Discussions to outline the implementation of a social risk management system for the
Crédit Mutuel Arkéa group have begun. Work will continue in 2024.

15.4. Integration of ESG risks
15.4.1. Identification of ESG risks

Crédit Mutuel Arkéa ensures compliance with regulatory requirements and takes into
account the recommendations and publications of European and national supervisors
(ACPR, EBA, ECB) to identify, measure and manage ESG risks.

To structure the integration of climate risks into its organization and risk management, Crédit
Mutuel Arkéa refers to the TCFD (Taskforce on Climate-related Financial Disclosures)
international guidelines. The Group also relied on the TNFD (Taskforce on Nature-related
Financial Disclosures) to initiate work on biodiversity loss risks. The ECB guidance on
climate-related and environmental risks and the EBA report on management and supervision
of ESG risks are also reference texts. For all ESG risks, Crédit Mutuel Arkéa uses the
definitions provided in these texts.

The identification of ESG factors and risks also requires close monitoring of current events
and relevant regulations. A team within the Risk Department is responsible for regulatory
watch, including regulations related to ESG risks.

In addition, a Sustainable Finance Policy committee created by the Legal Department meets
regularly to analyze ESG regulatory developments.

15.4.1.1. ESG risk mapping

Environmental risks have been integrated into Crédit Mutuel Arkéa’s risk mapping according
to the main risk factors:

● transition risk;
● physical risk;
● liability risk.

They have all been measured in the internal classification scale (from 1 to 5) based on a
current assessment and a three-year forward-looking vision).

Discussions are underway to integrate social and governance risks into the risk mapping in
2024.
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15.4.1.2. ESG risk materiality and link to financial risks

ESG risks, particularly environmental risks, have a different timeframe to financial risks, with
risk materializing at different time horizons and over a longer timeframe than that of strategic
planning.

As Crédit Mutuel Arkéa cannot work within this long timeframe for ESG risks, it has defined
its own short-, medium- and long-term horizons based on their relevance, given its business
model and risk profile. Thus, the short-term horizon is less than three years, the
medium-term horizon is three to 10 years and the long-term horizon is more than 10 years.

To assess the potential impact of climate risks on other banking risks, Crédit Mutuel Arkéa
has developed a climate risk materiality matrix. The aim of this materiality matrix is to
provide an adequate detection and measurement process to assess the materiality of
climate-related risks that affect its business at different time horizons (short-, medium- and
long-term). The materiality matrix makes a distinction between the impact of physical risks
and the impact of transition risks, treating them independently, based on two scenarios:

● the IPCC’s RCP 8.5 scenario for physical risk, which shows a pessimistic trend in
greenhouse gas emissions and climate change.

● the NGFS’ orderly transition scenario for transition risk.

In 2023, Crédit Mutuel Arkéa also developed a materiality matrix for biodiversity loss risks.
As for climate risks, the objective of this matrix is to assess the potential impact of
biodiversity loss risks on all banking risks. For the sake of comparability of the climate risk
and biodiversity loss risk matrices, a separate scenario for each of the two risks (physical
and transition) has been used. The scenarios used are among those proposed by the TNFD.
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15.4.2. ESG risk measurement

Crédit Mutuel Arkéa has developed various processes to identify and assess activities and
exposures that are sensitive and vulnerable to ESG risks. The methodologies used are
mainly based on impact modeling (stress test) and exposure to ESG risks (via sectoral and
geographical approaches and an assessment of counterparties’ ESG risks).

15.4.2.1. Processes and tools for measuring environmental and climate risks

● Sectoral approach

In a context where understanding exposure to environmental risks is complex, and where
external analysis standards are insufficiently detailed and sometimes contradictory, Crédit
Mutuel Arkéa has identified the need to create a sector reference framework for exposure to
environmental risks. This reference framework is currently used to manage credit and
counterparty risks to measure the proportion of outstanding loans at risk.

It classifies sectors’ exposures to climate risks (physical and transition) and biodiversity loss
risks based on a three-degree scale (low, medium, high).

● Geographical approach

Crédit Mutuel Arkéa has developed a tool for the assessment and geographic measurement
of physical climate risks at the municipality level (granularity: postal code) for mainland
France which covers the following six climate-related hazards:

● Acute risks: floods, droughts, hail and snow storms
● Chronic risks: rising air temperature, changes in rainfall patterns and rising sea

levels.

For certain hazards (including increase in temperature and rising sea levels), the tool
includes a prospective climate projection dimension based on the IPCC’s scenarios by 2050.

This tool is used to measure exposure to physical climate risks and to identify the proportion
of the most risky assets for:

● real estate financed and pledged as collateral (residential and commercial)
● business counterparties (assessment limited to the company’s registered office)
● Crédit Mutuel Arkéa's real estate assets (own buildings)
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● Sectoral policies and trajectories

Crédit Mutuel Arkéa has adopted sector policies for the Coal and Oil & Gas sectors, two
sectors that are key to the transition to a low-carbon economy and produce high emissions.
Monitoring these policies makes it possible to measure the Group’s exposure to these
sectors that have a severe impact on the environment.

The Group also has six other sector policies:

● Farming/Wine-growing/Agribusiness policy
● Regional health support policy
● Tobacco policy
● Controversial Weapons and Defense Policy
● Air transport policy
● Real estate financing policy

As a member of the NZBA, Crédit Mutuel Arkéa has adopted initial alignment trajectories by
2030 for certain carbon-emitting sectors.

In the steel sector, the Group is committed to achieving an average CO2 emissions intensity
(scopes 1 and 2) of 1,024 kg CO2/tonne of steel by 2030 in its steel financing portfolio.

In the cement sector, the Group is committed to achieving an average CO2 emissions
intensity (scopes 1 and 2) of 463 kg CO2/tonne of cement by 2030, i.e. a decrease of 24%
compared with its portfolio at 12/31/2022.

● Scenario approach

In parallel with the supervisors’ stress tests (ACPR, EBA, then ECB in 2022), Crédit Mutuel
Arkéa's Risk Department and Financial Markets Department carried out a project focusing
on climate scenarios. This project is contributing to the development of its own stress test
methodology. Thanks to preliminary modeling work, the objective is to apply recognized
climate scenarios (IPCC, NGFS, IEA, etc.) to macroeconomic and financial indicators and,
ultimately, impacts on Crédit Mutuel Arkéa’s activities and the resilience of its business
model.

Crédit Mutuel Arkéa was assisted by TAC Economics in developing the quantitative tool
SPICE (Forward-looking Scenarios for Climate Impacts on the Economy) to model the
economic and financial consequences of a climate scenario on a set of indicators:

● Market indicators: sovereign credit spread, listed equity markets (CAC 40, S&P 500,
Euro Stoxx 50), yield curves, etc.

● Macroeconomic indicators: GDP, inflation, unemployment, etc.
● Departmental indicators: GDP, population, etc.

To test the SPICE tool and prepare for future stress tests, Crédit Mutuel Arkéa launched an
internal climate stress test POC (proof of concept) in collaboration with its Risk function.
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15.4.2.2. ESG risk measurement processes and tools

Crédit Mutuel Arkéa has implemented or acquired several processes and tools aimed at
identifying and assessing ESG risks:

● ESG risk scores for business customers

In its corporate lending activities and to comply with the European Banking Authority’s
guidelines on loan origination and monitoring, the Crédit Mutuel Arkéa group has
implemented an ESG risk scoring system since June 2022. Known as GRETA (for Global
Risk ESG Topics Assessment), it is based on a questionnaire that is used to collect ESG risk
data from corporate borrowers with revenues of more than €10 million in order to determine
their ESG risk score. Its primary purpose is to assess the measures taken by companies to
mitigate the ESG risks to which they are exposed based on their business sector. In 2023,
the questionnaire focused on three environmental factors (biodiversity and physical and
transition climate risks) and two social factors (employee health & safety and human rights,
and product compliance). Other ESG factors, including governance factors, will be added in
2024.

The ESG risk score is integrated into the origination process, formalized in the credit
decision (Commitments and Credit Committees review forms) and taken into account in the
pricing.

● Sustainability risk scores for market counterparties

Companies that operate in the capital markets and/or make cash investments are monitored
by Crédit Mutuel Arkéa’s Counterparties Committee. They are subject to a sustainability risk
analysis and a controversy analysis. This non-financial data is provided by the Sustainalytics
ratings agency. The sustainability risk score takes into account a company’s exposure to
ESG risks due to its business sector and the measures it has implemented to mitigate them.

The governance criteria included in the score take into account all the aspects stipulated by
the regulator (ethical considerations, strategy and risk management, inclusiveness,
transparency, management of conflicts of interest, internal communication).

● Internal Rating System (IRS)

Crédit Mutuel Arkéa's IRS includes an assessment of counterparties’ governance practices:

● management’s level of expertise and stability
● management’s risk attitude in terms of financial strategy
● management’s past and present ability to react to market uncertainties and level of

justification
● the strategy’s compatibility with the Group’s resources and market trends
● means of managing and controlling risks

The SNI is used to rate each counterparty or group of counterparties. It gives an indication of
a counterparty’s risk profile and measures the counterparty’s likelihood of defaulting in the
next 12 months. It helps to determine the decision-making powers at the time of loan
origination and is included in the calculation of Crédit Mutuel Arkéa's capital requirement and
provisions.
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● Vigilance plan

In accordance with the French Duty of Care law requirements, Crédit Mutuel Arkéa
implements a vigilance plan that covers the risk of serious harm in terms of human rights
and fundamental liberties, health and safety and the environment. Management indicators
are defined and an implementation report is published each year. For example, the
Purchasing department develops tools (risk mapping, mitigation plans, etc.) to better
understand the human rights, health and safety, ethical and environmental risks of suppliers
and service providers.

● Mapping of risks of serious harm to “human rights” by country

Crédit Mutuel Arkéa developed its first mapping of risks of serious harm in the context of its
financing and investment activities, as regards sovereigns and companies. The risk of
serious harm to “human rights” was assessed for each country, with the national context
providing an indication of the level of human rights risk of a company headquartered in the
assessed country.

15.4.2.3. Focus on the criteria used to analyze counterparties’ social and governance
risks

The sustainability risk score of market counterparties monitored by the Counterparties
Committee consists of various ESG analysis criteria. The social and governance factors
specifically requested by the regulator are an integral part of the sustainability risk score, as
illustrated in the table below:

One of the areas of analysis, entitled “Corporate Governance”, assesses the role of the
highest governance body responsible for approving the sustainability report and ESG issues.
Governance of ESG factors is therefore taken into account in the sustainability assessment
of market counterparties.
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15.4.2.4. Data availability, quality and accuracy

Addressing the lack of non-financial data is a major challenge for identifying, assessing and
managing ESG risks. To remedy the lack and quality of ESG data, Crédit Mutuel Arkéa has
adopted a cross-cutting and coordinated strategy.

Internally, the Non-Financial Data Program (NFDP) has been in place at Crédit Mutuel Arkéa
since 2021. Its aim is to ensure the governance of ESG data and centralize its management
in order to pool the requirements (collection, storage, etc.) of the various departments,
divisions or entities and coordinate projects. For example, under the NFDP the collection of
data regarding (Energy Performance Certificate) EPCs was strengthened.

The Group may use approximation methods, in which case a methodology note outlines the
limits and biases of the approach used. Despite the collection efforts, the lack of data will
persist to some extent in the coming years. The use of estimation approaches will therefore
remain significant for Crédit Mutuel Arkéa, which has enlisted the services of ESG data
providers.

The Risk Department, for its part, has developed capabilities and skills within its Project
Management function with the aim of facilitating the challenges associated with ESG data.
Some employees are specifically assigned to ESG data in order to improve their collection
and structure within Crédit Mutuel Arkéa’s information system.

Many efforts are also being made to improve data aspects, particularly through the inclusion
of climate data in the BCBS 239 project and participation in industry-wide projects.

15.4.3. ESG risk management

15.4.3.1. Risk appetite framework

ESG risk management is based on the ESG risk appetite statement and the integration of
these risks into the risk appetite framework. Crédit Mutuel Arkéa’s Board of Directors
approved the inclusion of ESG risks in the risk appetite framework so as to incorporate them
in a clear, detailed way for Crédit Mutuel Arkéa as a whole.

The purpose of the risk appetite framework is to measure and limit the Crédit Mutuel Arkéa
group’s risk in relation to ESG issues and therefore to formalize its intrinsic risk appetite
level. ESG risks are gradually being integrated into it.

The risk appetite framework is the cornerstone of risk management and is formalized in two
documents:

● The risk appetite statement, which describes the Group’s appetite for each of the
risks it faces.

● The limit system for managing these risks.

15.4.3.1.1. Risk appetite statement

ESG risks were included in the risk appetite statement, which was approved in 2020 by
Crédit Mutuel Arkéa’s Board of Directors.

Crédit Mutuel Arkéa’s ESG risk appetite principles are as follows:

● ensuring that risk-taking is in line with the commitments made through the Group’s
Raison d’être, the company with a mission status and climate strategy;
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● gradually integrating ESG risks and their transmission mechanisms to other types of
risk (mainly credit risk) into the processes;

● taking into account the impacts of climate risks, in particular by monitoring exposures
by ESG rating, by sector (according to their sensitivity to physical risk and transition
risk) and by geographic location;

● controlling the carbon footprint generated by the conglomerate’s activities.

15.4.3.1.2. The limit system

Since 2021, the risk appetite statement has been gradually supplemented by quantitative
indicators developed for monitoring ESG risks through the limit system.

One of the Group’s key objectives is to be able to include ESG risks and their components in
Crédit Mutuel Arkéa’s risk appetite framework in a visible and detailed way. In the same way
as risks already included in the risk appetite framework, the goal is to be able to determine
the Group’s sensitivity to ESG issues and therefore its intrinsic risk appetite level.

ESG risk indicators have been incorporated into the risk appetite framework, making it
possible to manage and anticipate ESG risk-taking and its development in an informed way.
These indicators are provided to the Risk Monitoring Committee. Relevant and efficient
internal limit levels are set for each indicator.

Monitoring of compliance with limits generates alerts if predetermined thresholds are
reached so that there is sufficient time to take actions that will prevent such limits from being
breached.

In general, when a limit (appetite threshold) approved by the Group’s Board of Directors is
breached, the information is sent immediately to the relevant committees of the executive
body (ad hoc committee by type of risk and Executive Committee) and the supervisory body
(Risk and Internal Control Committee and Board of Directors) along with an action plan to
return to the risk appetite area.

The table below lists all the ESG risk indicators of Crédit Mutuel Arkéa's 2023 limit system:
Environmental risks

Direct risks

Transition risk

The carbon footprint of the conglomerate's activities (scope 1, 2 and partial 3)

Physical risk

Operating real estate exposed to a high acute physical risk not covered by a business continuity plan

Indirect risks

Transition risk

Investments and financing in companies in the coal sector

Investments and financing in companies in the oil and gas sectors

Sectoral exposure to transition climate risk

Transition risk

Sectoral exposure to physical climate risk

Social risks

Direct risks

Workplace equality index

ESG risks

Indirect risks
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Companies rated E for ESG

Sustainability risk scores

The limit system for 2024, approved at the end of 2023, will incorporate six additional ESG
risk indicators, including EPCs and geographic exposure to acute and chronic risks.

15.4.3.2. Environmental risk management policy

In order to structure environmental risk management, the Risk Department has established
an internal environmental risk management policy (PGRE) which supplements the
pre-existing internal policies by type of risk and aims to:

● present the general framework and context of environmental risks (definitions,
issues, regulatory framework);

● organize risk management, particularly in terms of governance;
● identify and measure risks;
● mitigate risks;
● monitor and manage risks;
● control risks;
● communicate.

The understanding and management of environmental risks are documented so as to reflect
the Group’s commitments and how its environmental and climate strategy applies to risk.

The environmental risk management policy is gradually incorporating ESG risks and is
reviewed at least annually, or more frequently as work progresses. Policies for other types of
risk (credit, operational, liquidity, market) are being enhanced and gradually taking these
issues into account, thus contributing to ESG risk management.

The various Crédit Mutuel Arkéa group entities also implement the environmental risk
management policy developed by the Risk Department by adapting it at their own level.

15.4.3.3. Estimated impact of environmental risk on the capital and liquidity risk
profile (ICAAP and ILAAP)

Climate and environmental risks have been integrated into the internal capital adequacy
assessment process (ICAAP) and the annual internal control report (RACI). The process is
gradually being expanded by advances in methodologies for analyzing ESG risk factors and
interactions with traditional risks.

The possible coverage of environmental risks by a sufficient level of internal capital is being
reviewed as part of the internal capital adequacy exercise (ICAAP). The analysis carried out
concludes that there is no allocation of additional capital for climate risks.

With regard to the impact of environmental risk on potential liquidity requirements (ILAAP), a
qualitative analysis of the transmission channels of physical and transition climate risks was
carried out in 2023. Unlike physical risk (which does not appear to be a driver of real
short-term liquidity risk), medium- to long-term transition risk (>10 years) must be taken into
account as quickly as possible in banks’ strategy for refinancing and diversifying their
liquidity sources. Although limited due to its non-vital (little risk of significant and rapid
outflow of short-term liquidity) and slow nature (giving institutions time to adapt their
business practices), it does represent a significant challenge for banks, from a regulatory,
competitive and image standpoint. Nevertheless, the analysis carried out concludes that
there is no need to allocate additional liquidity buffers for Crédit Mutuel Arkéa’s climate risks.
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15.4.3.4. Activities, commitments and exposures that contribute to mitigating ESG
risks

In order to mitigate risks, Crédit Mutuel Arkéa has defined limits for various ESG indicators,
as described above. The limits allow informed management of ESG risk-taking, evolution
and mitigation of these risks.

The Group’s commitment to adopt a low-carbon alignment path for its financing by 2030 and
the definition of quantitative carbon intensity targets for the steel, cement and aviation
sectors support the implementation of decarbonization strategies and contribute to the
mitigation of climate risks.

In general, the Crédit Mutuel Arkéa group has pledged to strengthen its stakeholders’
financial and non-financial support tools, in particular by monitoring and engaging with
companies in the highest emitting sectors so that they can set targets for reducing their
greenhouse gas (GHG) emissions.

The above-mentioned GRETA questionnaire aims to assess the ESG risk exposure of Crédit
Mutuel Arkéa’s business customers and the mitigation measures taken by them.

The Pact Trajectoire ESG loan provides for a reduced interest rate once the customer’s ESG
objectives (environment, social and governance) are achieved. Arkéa Banque Entreprises et
Institutionnels (ABEI) is assisted by the independent non-financial analysis agency,
EthiFinance. This agency measures annual progress, which is the subject of a report with
comments which the bank provides to the customer. The aim of this loan is to support each
customer in its environmental and societal transition and, by reducing the cost of credit,
recognize the mitigation measures taken by the customer to make progress in its CSR
approach and reduce its ESG risks. ABEI is also stepping up its efforts to support its
business and institutional customers and raise their awareness of sustainability issues. The
“Pact Carbone” loan also allows customers wishing to do so to benefit from a carbon
assessment and a reduced interest rate based on a reduction in their carbon intensity.

In the area of asset management, the Group’s asset management companies carry out
shareholder engagement initiatives:

● individually (constructive dialogue with targeted companies, particularly in the context
of sector policies)

● collectively (participation in collaborative engagement activities alongside other
investors).

In accordance with Regulation (EU) 2019/2088, known as the Sustainable Finance
Disclosure Regulation (SFDR), the Group’s entities subject to these requirements have
changed their ESG approach to address the notion of assessment and consideration of
sustainability risks. They have published their policies on integrating sustainability risks into
decision-making processes and disclose the share of their ESG and SRI-certified assets.

The Crédit Mutuel Arkéa group’s entities contribute positively to environmental, social and
societal issues through their products and services. For example, some subsidiaries are
active in the area of renewable energy project financing, in-home care or subsidized home
ownership.

Since September 2019, Crédit Mutuel Arkéa’s trading room has issued four social bonds on
the financial markets, becoming one of Europe’s leading banks in this market. These bond
issues, subscribed by institutional investors for a total of €2.4 billion, have made it possible
to refinance projects in the social housing, health and education sectors, provide loans to

113 │ CRÉDIT MUTUEL ARKÉA │ PILLAR 3 REPORT



SMEs and support the economic and social development of the local territories during the
health crisis.

15.4.4. Reporting

Crédit Mutuel Arkéa is responsible for managing the integration of ESG risks. By producing a
quarterly risk dashboard that includes ESG risks, Crédit Mutuel Arkéa’s Risk Department is
able to:

● inform the governance bodies of the risks incurred and monitor the level of risk taken;
● classify Crédit Mutuel Arkéa’s strategic commitments as risks, including its climate

strategy and sector policies.

All the ESG risk indicators in the risk appetite framework presented above are monitored via
the ESG risk dashboard. They are supplemented by other relevant ESG indicators such as
sectoral exposure to biodiversity loss risk. The risk dashboard is made available to its
management body (Risk Monitoring Committee, Executive Committee and Risk and Internal
Control Committee) and sent to the European Central Bank.

In addition, to comply with regulatory requirements or as part of the Group’s public
commitments to a sustainable economy, Crédit Mutuel Arkéa publishes various documents
on its website, including:

● the non-financial performance statement, which details the impact of the Group’s
performance and activities on environmental, social and societal aspects, as well as
its governance method;

● the vigilance plan, which covers the risk of serious harm in terms of human rights
and fundamental liberties, health and safety and the environment.

● the climate report, drawn up in accordance with the recommendations of the TCFD;
● the NZBA report, which presents the first commitments of the low-carbon alignment

trajectory by 2030;
● the mission report, which presents Crédit Mutuel Arkéa’s status as a company with

a missionn, its commitments, mission committee and roadmap;
● the various sector policies.

Lastly, the various alert mechanisms in place at the Crédit Mutuel Arkéa group include
reporting processes (procedure regarding risks of serious harm to health and safety, human
rights and the environment, policy on the prevention of psychological or sexual harassment
and sexist behavior, and whistleblowing).

More specifically, for employee-related social risks, each year Crédit Mutuel Arkéa’s Human
Resources department prepares:

● a company audit for the Arkade UES scope in order to present and analyze data
related to employment, compensation, health and safety conditions, working
conditions and professional relations;

● a single occupational risk assessment document.
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15.5. Quantitative information
Table 51 (Template 1): Climate Change transition risk: Credit quality of exposures by
sector, emissions and residual maturity
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* In accordance with Commission Delegated Regulation (EU) 2020/1818 supplementing
Regulation (EU) 2016/1011 as regards minimum standards for EU climate transition
benchmarks and EU Paris-aligned benchmarks - Regulation on Climate Benchmarks -
Recital 6: Sectors listed in sections A to H and section L of Annex I of Regulation (EC) No.
1893/2006.
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To identify companies excluded from the Paris-aligned Benchmarks (PAB), the Crédit Mutuel
Arkéa group has chosen to rely on data provided by the Urgewald NGO, which draws up and
maintains two separate lists:

● the Global Coal Exit List (GCEL)
● the Global Oil & Gas Exit List (GOGEL)

Crédit Mutuel Arkéa refers to these lists to identify companies that are excluded from the
“Paris Agreement” benchmarks and generate part of their revenue from coal (GCEL) and oil
and gas (GOGEL) activities.

For companies that derive at least 50% of their revenue from electricity production activities
with a greenhouse gas emission intensity of more than 100g CO²e/kWh, exposures
associated with NACE code D35.11 “Electricity production” have been analyzed to determine
the source of energy produced. Companies producing electricity from carbon sources (other
than renewable energies or nuclear energy) are considered excluded from the "Paris
Agreement" benchmarks.

Crédit Mutuel Arkéa believes that it does not have reliable information for identifying
exposures that would undermine any of the environmental objectives of the taxonomy. No
information is published by counterparties that could potentially undermine an environmental
objective of the taxonomy. As a result, this point could not be included in the analysis as of
December 31, 2023.

On the basis of this methodology, at 12.31.2023, the Crédit Mutuel Arkéa group's total
exposure to companies excluded from the PAB indices amounts to €19.7 million, of which
€6.1 million is dedicated to financing the environmental transition and renewable energies.

Environmentally sustainable exposures

To identify companies aligned with the climate change mitigation objective of the taxonomy,
Crédit Mutuel Arkéa referred to information published by its counterparties in their Universal
Registration Document at December 31, 2022, in which the aligned portion of their revenue
was published.

Financed greenhouse gas emissions

The Crédit Mutuel Arkéa group is currently estimating its counterparties' greenhouse gas
emissions (scopes 1 to 3). Projects to collect this data are being launched within the
institution and various estimation methodologies are being reviewed. In accordance with
regulatory requirements, the Crédit Mutuel Arkéa group will begin to disclose this information
no later than June 30, 2024.
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Table 52 (Template 2): Climate change transition risk: Loans collateralised by
immovable property - Energy efficiency of the collateral

Crédit Mutuel Arkéa has collected data on energy performance certificates (EPC) in its
information system. Efforts have been made to supplement this data using the ADEME
database, which includes EPCs carried out by diagnostics companies in France. All the
EPCs available to Crédit Mutuel Arkéa (collected in the information system and through a
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comparison with the ADEME database) have been considered in this template (including
EPCs more than 10 years old).

For exposures for which Crédit Mutuel Arkéa only has the EPC label, a correspondence
scale has been created to determine the associated energy consumption level (in kWh/m²)
based on the median of the consumption scales per label.

For exposures for which Crédit Mutuel Arkéa has no EPC data, calculations are performed
to estimate the energy consumption level (in kWh/m²). These calculations are based on a
simple extrapolation aimed at applying to exposures with no EPC the breakdown obtained
for exposures with EPC data, with a distinction between residential and commercial.

Template 3: Banking book - Indicators of potential climate change transition risk:
Alignment metrics

In accordance with its Climate Strategy approved in 2020, Crédit Mutuel Arkéa has pledged
to take a low-carbon alignment trajectory for its financing by 2030.

This commitment was confirmed by its membership in the Net-Zero Banking Alliance (NZBA)
in 2022.

The Group used the analysis of its financed emissions, available data and metrics and
relevant scenarios to define and adopt the first 2030 alignment targets for certain
carbon-emitting sectors.

Crédit Mutuel Arkéa has built two types of climate trajectories for 2030:

● 2030 targets for customers and/or counterparties: steel, cement, coal, oil/gas and
aviation (airlines) sectors;

● carbon intensity targets for certain financed projects: aircraft and residential real
estate.

Coal and Oil and Gas

The Group has already made a voluntary commitment for many years, adopting exit
trajectories for the coal and oil and gas sectors. These commitments are presented in the
published sector policies.

Steel, Cement, Air Transport and Residential Real Estate

An analysis of financed emissions, baseline climate scenarios and economic and regulatory
trends in each sector enabled the definition of the following carbon intensity targets by 2030:
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Details of these targets and additional information regarding their construction are presented
in the NZBA report published on Crédit Mutuel Arkéa's institutional website.

To achieve these decarbonization targets by 2030, Crédit Mutuel Arkéa will combine several
levers:

● Selectivity in terms of loans, customers and counterparties, based on each sector’s
specific carbon intensity criteria;

● Support for projects, customers and counterparties in their decarbonization trajectory
through appropriate offerings (see next point 3);

● The discontinuation of certain financing that is incompatible with these targets.

Table 53 (Template 4): Climate change transition risk: Exposures to top 20
carbon-intensive firms

To identify the top 20 carbon-intensive firms worldwide, the Crédit Mutuel Arkéa group refers
to the Carbon Majors list prepared by the Climate Accountability Institute, published in 2020
and based on 2018 data (latest available data). This public list includes the scopes 1, 2 and
3 emissions estimated by this initiative.
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Based on this list, at December 31, 2023, only one company was identified in Crédit Mutuel
Arkéa’s banking portfolio, for a total amount of €5.36 million, i.e. 0.004% of the assets
covered by the analysis. 85% of this amount (i.e. 4.58 million euros) is dedicated to financing
the environmental transition and renewable energies.

To identify exposures considered environmentally sustainable (aligned with the climate
change mitigation objective), Crédit Mutuel Arkéa relied on information published by the
relevant top 20 counterparties in their non-financial performance statement.

Table 54 (Template 5): Climate change physical risk: Exposures subject to physical
risk
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To measure its exposures sensitive to acute and chronic physical risks, the Crédit Mutuel
Arkéa group has developed an internal tool for the assessment and geographic
measurement of physical climate risks at the municipality level (granularity: postal code) for
mainland France.

Known as PRISM (Physical Risk Internal Scoring Model), the tool currently covers six
climate-related hazards based on scientific databases for identifying national (Géorisques,
DRIAS) and international (PREPdata) climate risks and projections. Some hazards are
based on statistical data on the risk of occurrence, while others incorporate a prospective
aspect by 2050 based on the IPCC’s SSP5-8.5 scenario.

The climate-related hazards considered in the assessment of acute risks are:

● floods
● droughts
● hail and snow storms.

The climate-related hazards considered in the assessment of chronic risks are:

● rising air temperatures
● changes in rainfall patterns
● rising sea levels.

For each hazard, a five-level risk scale was applied, ranging from 0 (very low risk) to 4 (very
high risk).

A score is determined for acute risks by giving the hazards an equal weighting and, for
chronic risks, by reducing the weighting of the "rising sea levels" hazard due to its lower
granularity and by eliminating it for non-coastal municipalities.

Exposures considered sensitive to acute and chronic physical risks and presented in this
template are those located in French municipalities assessed as very high risk (level 4 = very
high risk).

For exposures outside mainland France, the Group applies a level of country granularity,
based on the ND-Gain Country Index, using a five-level risk scale.

As exposures outside mainland France are insignificant, accounting for less than 3% of the
Group's outstandings, the decision was made to disclose the data on an aggregate basis,
without distinguishing between the various geographic regions.

Table 55 (Template 6): Summary of GAR KPIs
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Table 56 (Template 7): Mitigating actions: Assets for the calculation of GAR
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* Table 56 (Template 7): Row 33 includes non-NFRD financial and non-financial companies.
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Table 57 (Template 8): GAR (%)

The European Green Taxonomy is a classification system for economic activities that is used
to identify activities that are environmentally sustainable. The Green Asset Ratio (GAR)
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measures the proportion of the bank’s assets invested in sustainable economic activities (in
accordance with the classification of the taxonomy).

The qualitative elements concerning templates 6, 7 and 8 related to the first two objectives of
the European taxonomy (Climate Change Mitigation and Climate Change Adaptation) are
detailed in Crédit Mutuel Arkéa’s non-financial performance statement.

Table 58 (Template 10): Other climate change mitigating actions that are not covered
in the EU Taxonomy

In this template, the Crédit Mutuel Arkéa group documents bond subscriptions (notes 1 and
2) and loans offered to customers (notes 3 and 4) that are not covered by Regulation (EU)
2020/852: European taxonomy, at December 31, 2023.

BONDS

Green and sustainable bonds help to finance the green transition and are therefore a means
of mitigating transition risk associated with climate change.

Some bonds include actions to mitigate physical risks (for example, in the green buildings
category with an analysis of vulnerability to physical risks and adaptation of buildings to
climatic-related hazards).

Note 1: Green bonds:

The Crédit Mutuel Arkéa group subscribes to green bonds. These bonds are issued by
financial companies, non-financial companies and sovereign entities. The principles of the
ICMA (International Capital Market Association) establish a voluntary framework for best
practices in terms of transparency of disclosures regarding green bonds: “The Green Bond
Principles”. The ICMA framework allows investors to decide whether a bond is green.

Assets for which the counterparty is a sovereign entity are not eligible for Regulation (EU)
No. 2020/852; the green bonds subscribed to these counterparties are entered in this
template. The alignment of bonds with Regulation (EU) 2020/852 is documented by the
issuer, and the share of non-aligned green bonds is entered in this template.
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Note 2: Sustainable bonds:

The Crédit Mutuel Arkéa group subscribes to sustainable bonds. These bonds are issued by
sovereign entities. The principles of the ICMA (International Capital Market Association)
establish a voluntary framework for best practices in terms of transparency of disclosures
regarding sustainable bonds: “Sustainability Bond Guidelines”. The ICMA framework allows
investors to decide whether a bond is sustainable.

Assets for which the counterparty is a sovereign entity are not eligible for Regulation (EU)
No. 2020/852; the sustainable bonds subscribed to these counterparties are entered in this
template. The alignment of bonds with Regulation (EU) 2020/852 is documented by the
issuer, and the share of non-aligned sustainable bonds is entered in this template.

LOANS

Note 3: DTE loans:

The Crédit Mutuel Arkéa group, through the Environmental Transition Department (DTE) of
its Arkéa Banque E&I subsidiary, finances companies and institutions. These operations
finance renewable energy, energy renovation of buildings and energy efficiency projects. The
main objective is to reduce greenhouse gases, thereby contributing to climate change
mitigation.

The DTE loans shown in this template are not covered by Regulation (EU) 2020/852 as they
involve counterparties not subject to the disclosure obligations of Directive 2014/95/EU –
Non-Financial Reporting Directive (NFRD).

Note 4: PACT loans:

Through its Arkéa Banque E&I subsidiary, the Crédit Mutuel Arkéa group offers Pact
Trajectoire ESG loans to SMEs, mid-caps, institutions and real estate professionals. This
loan is non-specific financing that encourages companies to begin or accelerate their
societal and environmental transformation over five to 15 years. The PACT Trajectoire ESG
loan offers better financial terms annually for borrowers that improve their ESG rating. The
environmental component includes indicators to monitor climate change mitigation, such as
the counterparty’s greenhouse gas emissions, which help to mitigate transition risk.

The PACT Trajectoire ESG loans shown in this template are not covered by Regulation (EU)
2020/852 as they involve counterparties not subject to the disclosure obligations of Directive
2014/95/EU – Non-Financial Reporting Directive (NFRD).
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16. Corporate governance and compensation
policy
16.1. Diversity policy
Diversity policy applicable to members of management bodies in their supervisory
functions

Crédit Mutuel Arkéa's organization as a cooperative and mutual company allows every
member to participate in collective decision-making, either directly or indirectly. At the local
banks, volunteer directors are elected by and from among the members. This system
ensures real representation of the diversity of members on the Boards of Directors of each of
the local banks, the regional federations and Crédit Mutuel Arkéa.

The federations general secretariats monitor changes in this diversity, particularly with
regard to the age and gender of the elected directors and the socio-professional categories
to which they belong.

The cooperative directors who sit on Crédit Mutuel Arkéa’s Board of Directors (16 of 22
members) and, more generally, on the boards of subsidiaries, are proposed by the
federations from among this group of first-level directors and therefore reflect this diversity.
This approach also ensures optimal regional representation of the directors. Given that these
governance arrangements are based on values of mutualism and representation, the notion
of diversity is central to Crédit Mutuel Arkéa’s selection processes.

In addition, the training policy overseen by the Appointments and Governance Committee
adapts training programs to directors’ profiles, which further ensures a broad range of skills.

Since a Board’s most important quality is the balance of its composition, and the
competence and ethics of its members, when reviewing applications for appointments or
reappointments to the Board of Directors of Crédit Mutuel Arkéa or the Group’s integrated
subsidiaries, the Appointments and Governance Committee endeavors to:

● increase the number of persons of the underrepresented gender and ensure
compliance with laws related to gender diversity (Copé-Zimmerman law and Rixain
law in particular);

● seek diversity and complementary backgrounds for effective and proven operation;
● create supervisory bodies that include elected directors from the local banks of the

Crédit Mutuel Arkéa federations, except in special cases.

The selection of member profiles must also take regulators’ expectations into consideration.

As of December 31, 2023, the Board’s members represented the following areas: accounting
and management control, human resources, marketing, communication, agriculture and
agri-food, legal, IT and new technologies, higher education and medical research, local
governments and social action and management and corporate governance.

Two directors not from the cooperative movement and two non-voting members are also
Board members and were selected by the Committee for their outside perspective and their
specific expertise in such areas as governance, compliance and private equity.

Lastly, two directors representing employees, elected by the Group Committee, sit on the
Board, with the choice of these two profiles made by the representative trade unions.

The Board also consists of active and retired directors, most of whom are active.
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The Board also has generational diversity, with directors aged 38 to 67, and an average age
of 56.

The gender equality rate is 45%.

Diversity policy applicable to members of management bodies in their executive
functions

Since 2015, Crédit Mutuel Arkéa has implemented a gender diversity strategy, particularly
through the creation of a special task force and awareness and training workshops. This
resulted in the establishment of a special department to continue the work carried out. The
existence of a balanced representation of men and women within the management bodies,
in their executive function and more generally in management functions, is regularly
monitored via performance indicators and a process for identifying potential. Specific
programs are also offered to support the development of female talent, and a network of
ambassadors continues to actively promote cultural awareness.

The Appointments and Governance Committee also strengthened its policy on appointments
of key executives by requiring that a female candidate and a male candidate always be
nominated for executive director positions at all the Group’s entities, including those not
subject to any legal obligation.

In the specific case of Crédit Mutuel Arkéa, the Executive Committee consists of eight
members, including the Chief Executive Officer and the Deputy Chief Executive Officers, and
the percentage of women on the Board was 37.5% as of December 31, 2023. In addition to
the Chief Executive Officer, the members are the directors of the Group's various divisions
and have wide-ranging expertise in areas such as accounting, actuarial, human resources,
IT and telecommunications, commerce, marketing and finance that cover most of the
Group’s activities.

16.2. Composition and role of the Compensation Committee
The Crédit Mutuel Arkéa group’s compensation policy is defined by Crédit Mutuel Arkéa’s
Board of Directors at the recommendation of its Compensation Committee, with the
corporate departments assisting with its preparation and implementation.

The Crédit Mutuel Arkéa group’s Compensation Committee consists of a Chairman and
members of Crédit Mutuel Arkéa’s Board of Directors who do not hold an executive
management position at the institution. One of the members of the Committee is a director
representing employees and has voting rights on Crédit Mutuel Arkéa’s Board of Directors.

The Chairman and members of the Compensation Committee are appointed by Crédit
Mutuel Arkéa’s Board of Directors for the term of their directorship.

At December 31, 2023, the Compensation Committee had six members:
● Luc Moal, Chairman
● Colette Séné
● Philippe Chupin
● Valérie Barloix-Leroux
● Sophie Violleau
● Marie Vignal-Renault, Employee Representative
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The Head of Human Dynamics and Relations attends Compensation Committee meetings.
To fulfill its duties, the Committee relies on studies, as it deems necessary, and benchmarks
developed by an independent consulting firm.

The operation of the Compensation Committee is governed by a charter approved by Crédit
Mutuel Arkéa’s Board of Directors.

The Compensation Committee’s role is to :

● develop the Group’s compensation principles and policies, review them annually and
ensure that they are implemented;

● ensure the overall consistency of the compensation policy within the Group, in terms
of principles, budgets and individual allocations, with the objectives of the Group's
ESG-climate roadmap, the criteria associated with the Group's risk appetite
framework and the Group's long-term interests;

● review the compensation policies and variable compensation schemes of the Group's
regulated entities on an annual basis;

● prepare decisions to be taken by the supervisory function regarding compensation of
Crédit Mutuel Arkéa’s corporate officers (i.e. members of the Board of Directors and
effective managers);

● oversee the compensation of:
○ the members of Executive Management of Crédit Mutuel Arkéa and of the

subsidiaries subject on an individual basis to European prudential banking
regulations (hereinafter the “CRD Regulation”);

○ senior executives who perform internal control functions at Crédit Mutuel
Arkéa and at the subsidiaries subject on an individual basis to the CRD
Regulation, particularly that of the managers of the Group’s risk management,
compliance and internal audit functions;

○ the effective managers of the Group’s regulated entities;
● oversee the compensation packages of other staff members whose professional

activities have a material impact on the risk profile of the company or of the Group to
which this policy applies in accordance with Article L. 511-71 of the French Monetary
and Financial Code (other members of the Regulated Population);

● conduct an annual review of:
○ the scope of the Regulated Population defined pursuant to the CRD

Regulation;
○ the variable compensation policy applicable to the Regulated Population;

● periodically review the amount of compensation awarded to directors and members
of the supervisory bodies of Crédit Mutuel Arkéa and/or its subsidiaries.

In performing its duties, the Compensation Committee seeks the opinion of the Risk and
Internal Control Committee when necessary and may be assisted by external compensation
consultants, after estimating the cost of their services.

Crédit Mutuel Arkéa’s Board of Directors, at the recommendation of the Compensation
Committee, approves the Group's compensation policy annually and oversees its
implementation.

Thus, the Compensation Committee regularly reports on its work to Crédit Mutuel Arkéa’s
Board of Directors and to the supervisory bodies of the Group’s regulated subsidiaries,
which receive information about them contained in the annual review of the compensation
policy.

In 2023, the Compensation Committee met 13 times and its work focused on the following
topics :
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● the Crédit Mutuel Arkéa group’s compensation policy and practices;
● annual reports on the Group’s compensation policy and practices;
● compensation paid to the Crédit Mutuel Arkéa group’s directors and corporate

officers;
● scope of the regulated population;
● compensation of the members of the regulated population;
● compensation policies of the regulated subsidiaries;
● compensation paid to the effective managers of the Group’s regulated entities;
● the Compensation Committee’s charter.

16.3. General principles of the compensation policy
With the goal of promoting sound and effective risk management, the Crédit Mutuel Arkéa
group’s compensation policy is consistent with the Group’s economic strategy, objectives,
values and long-term interests, discourages risk-taking that exceeds the level of risk defined
by the Group and includes measures to avoid conflicts of interest.

The compensation policy includes principles that take into account the following objectives:

● alignment with the Crédit Mutuel Arkéa group’s raison d’être d’être and benefit
corporation roadmap as defined by Crédit Mutuel Arkéa’s Board of Directors:

○ by adhering to the economic strategy and objectives, values and interests of
the Crédit Mutuel Arkéa group;

○ by incorporating both financial and non-financial assessment criteria, with a
view to maintaining consistency between overall employee compensation, the
Crédit Mutuel Arkéa group’s performance and employees’ individual
performance;

● the need for the Crédit Mutuel Arkéa group to attract, motivate and retain individuals
recognized as talented and particularly competent in the Crédit Mutuel Arkéa group’s
areas of activity;

● consistency between the compensation and employment conditions of Crédit Mutuel
Arkéa group employees (in particular the compensation structure, assessment
criteria or changes in compensation) and with the market practices observed at
companies in the same sector;

● while ensuring appropriate risk management, compliance with regulations, conflict of
interest prevention and fairness in decision-making.

As a lever of motivation and recognition, the compensation policy focuses on assessing
individual and/or collective performance fairly and objectively.

The Crédit Mutuel Arkéa group’s compensation policy is part of a global human resources
policy aimed at promoting the company’s competitiveness, developing skills, creating a
harmonious social climate and addressing societal and environmental issues.

The Crédit Mutuel Arkéa group promotes responsible finance, and its compensation policy
reflects this philosophy.

The Crédit Mutuel Arkéa group’s entities include in their compensation policies and practices
ESG and sustainability impact criteria, determined on the basis of the strategic, economic
and financial objectives of the Group or entity concerned, that affect the award of certain
components of compensation.

Employee compensation is aligned with the Crédit Mutuel Arkéa group’s sustainability issues
at several levels:
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● Individual variable compensation of non-salaried corporate officers:

The criteria for determining the individual variable compensation of non-salaried
corporate officers include a balance between financial criteria and non-financial
criteria, including sustainability criteria.

Sustainability criteria relate to environmental, social or governance issues for the
Crédit Mutuel Arkéa group and to the benefit corporation roadmap.

● Individual variable compensation of members of Crédit Mutuel Arkéa’s Regulated
Population

Crédit Mutuel Arkéa’s compensation policy seeks sound and effective management
of risks, regardless of their type (financial risks, operational risks, sustainability risks,
etc.), in particular by ensuring that a large portion of the variable compensation of
employees whose activity has a significant impact on the company’s risk profile is
flexible, deferred and adjustable.

The overall compensation of Crédit Mutuel Arkéa group employees consists in :

● fixed compensation,
● individual annual variable compensation,
● collective variable compensation,
● fringe benefits that may be offered at the Group's entities:

○ employee savings,
○ health and personal protection,
○ supplementary pension,
○ benefits in kind.

All employees receive some or all of these components depending on their responsibilities,
skills and performance.

The Crédit Mutuel Arkéa group routinely compares its practices with those of other banking
and insurance groups to ensure that compensation is appropriate to attract and retain the
talent and skills the Group needs.

Fixed compensation

Fixed compensation is a way to retain and motivate employees and recognize their
professional experience and responsibilities assumed in their position, as well as the role
and importance of the position in the organization in line with market studies conducted by
each Group entity at regular intervals. It represents a large portion of the total compensation
and, where applicable, serves as a basis for determining targets and limits on variable
compensation applicable to individual employees.

Annual variable compensation

Variable compensation and its payment in several tranches does not hinder institutions’
ability to maintain a sound capital base or build up their capital.

The payment of variable compensation is dependent on the soundness of the financial base
of the Crédit Mutuel Arkéa group and/or the entity at which the employee works.

The sound financial base of the Crédit Mutuel Arkéa group is assessed according to:

● the solvency ratio (CET1),
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● the loan-to-deposit ratio,
● the cost/income ratio,

set at the risk appetite threshold, for each of these three indicators.

The sound financial base of the Crédit Mutuel Arkéa group’s subsidiaries is assessed
according to a solvency indicator or, in the absence of a solvency indicator, an indicator used
to verify the subsidiary’s financial soundness.

Variable compensation is tied to annual performance and the impact on the institution’s risk
profile.

In case of insufficient performance, non-compliance with rules and procedures or risky
behaviors, variable compensation is directly impacted.

Variable compensation is set in accordance with regulatory principles.

Annual variable compensation depends on the financial and non-financial performance
during the year and employees' contributions to the success of the Crédit Mutuel Arkéa
group's strategy.

To be in line with regulations, the variable compensation policy must meet the following
requirements :

● the variable amount is set by combining the evaluation of the performance of both the
individual and the relevant business unit with the institution’s overall results;

● the performance evaluation must take financial and non-financial criteria into
account.

In addition to the fixed compensation, the variable compensation rewards the quantitative
and/or qualitative achievements measured on the basis of actual performance and individual
evaluations relative to set targeted.

The assessment of performance is based on both quantitative criteria and qualitative criteria.
There must be a balance between these two types of criteria and compliance with this
balance must result in the establishment of objectives and an assessment of their
achievement.

It rewards:

● performance that is defined by the successful completion of assignments and the
achievement of objectives. An assessment of the latter below 100% cannot result in
variable compensation that is higher than the target;

● overperformance occurs when assignments are successfully completed and the
achievement of objectives is more than 100%. In this situation, the variable rate may
be higher than the target, up to the maximum amount.

Exceptional bonuses

In very specific cases (special assignment and/or exceptional investment) where individual
performance goes beyond the stipulations of the employment contract or job description,
bonuses may be paid to the Group’s employees. These bonuses must be paid in
accordance with the framework of the annual negotiations on compensation approved by the
Group’s Executive Committee (EXCOM), based on predetermined objectives.
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Employee savings

The Crédit Mutuel Arkéa group endeavors to give all employees a stake in the Group’s
results to allow them to share collectively in the value created.

To this end, collective variable compensation mechanisms have been developed at most of
the Group’s entities to provide access to value creation (profit-sharing/incentive bonuses). In
accordance with the rules applicable to banking institutions, incentives and profit-sharing do
not come under the definition of variable compensation.

Social protection schemes

Social benefits depend on the applicable collective agreements. They supplement other
forms of compensation and are designed to protect employees from the vagaries of
everyday life (personal protection, healthcare costs) and help them prepare for retirement
(Retirement Savings Plan).

Employee shareholding

In accordance with Crédit Mutuel Arkéa’s cooperative bylaws, stock options, options on debt
securities and performance shares are not granted to employees of the Group’s subsidiaries.

When the Group acquires majority shareholdings in entities that have implemented
employee shareholding schemes, these limited-time mechanisms are maintained but cannot
be extended.

As an exception, the Group’s decision-making bodies (EXCOM, Board of Directors,
specialized committees) may decide on changes to the existing mechanisms, based on their
scope of activity as approved by the Board of Directors.

Risk, compliance and internal audit functions

Compensation paid to the personnel of the independent control functions (risk management,
compliance and internal audit functions) is set independently of the performance of the
business lines whose operations they validate or verify in order to prevent any conflict of
interest, and at a sufficient level to ensure the recruitment of qualified and experienced
personnel. Therefore, when it is implemented the variable compensation of the internal
control functions is based exclusively on individual criteria.

It takes into account the achievement of objectives associated with the function and must be
at an appropriate level compared with the professionals whose activity they control, taking
qualifications, expertise and responsibilities into account.

The compensation of these employees is designed to dissuade them from excessive
risk-taking.

The variable compensation of employees performing internal control functions (risk
management, permanent control, compliance and internal audit functions) is capped at 30%
of their fixed compensation. Therefore, in accordance with the regulations, the Group
ensures that the compensation of these employees is mainly fixed.
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Gender pay gap

For several years, the Crédit Mutuel Arkéa group has given careful consideration to the
issue of workplace gender equality by taking measures to permanently eliminate pay gaps.
With a gender equality index weighted average of 92.4/100 in 2023 at the Group level,
significantly higher than the regulatory requirements, Crédit Mutuel Arkéa demonstrates its
long-term commitment to promoting diversity and combating discrimination.

The Group’s objective in this area is to promote workplace equality over the long term and
create conditions for true equality at all stages of professional life.

This compensation policy, based on the principle of equal compensation between genders
for the same work or work of equal value, is in line with this objective.

16.4. Role of independent control functions
To ensure compliance with regulations and consistency with the Crédit Mutuel Arkéa group’s
risk appetite framework, the Crédit Mutuel Arkéa group’s Human Dynamics and Relations
Department involves the risk management and compliance functions in drafting the Group’s
compensation policy.

In accordance with the provisions of the French Monetary and Financial Code, the Risk and
Internal Control Committee is responsible for examining whether the incentives provided for
by the credit institution’s compensation policy are compatible with its situation in light of the
risks to which it is exposed, its capital, liquidity and the probability and timing of the expected
benefits.

Along these lines, the Risk and Internal Control Committee issues an opinion on:

● the Group compensation policy, which includes the provisions applicable to members
of the Regulated Population;

● the scope of the Regulated Population.

To ensure that the compensation system takes into account all types of risk and the liquidity
and capital levels, that the overall compensation policy is coherent, promotes sound and
effective risk management and is in line with the institution’s economic strategy, objectives,
culture, corporate values and long-term interests, the Compensation Committee assesses
the compensation mechanisms and systems used by Group on the basis of the formal
opinions issued by the Risk Department and the Compliance and Permanent Control
Department. On an annual basis or, where applicable, at the time of each update, the heads
of the risk management and compliance functions must, each in their respective area, check
that the compensation policy is consistent with the Group’s risk profile and with the
applicable regulatory requirements. The results of these analyses are presented to the Risk
and Internal Control Committee and to the Compensation Committee, which informs Crédit
Mutuel Arkéa’s Board of Directors of them.

Without prejudice to the duties of the Compensation Committee, members of the Risk and
Internal Control Committee are invited, in an advisory capacity, to the Compensation
Committee meeting when the Crédit Mutuel Arkéa group’s compensation policy is reviewed,
in order to determine whether the proposed incentives are consistent with the Group's risk
appetite framework. Similarly, every year a member of the Compensation Committee is
invited to a Risk and Internal Control Committee meeting.
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16.5. Compensation policy for the regulated staff
Principles of the compensation policy applicable to the regulated population

In accordance with regulations, the compensation policy applicable to the Regulated
Population is based on the following principles:

● the payment of variable compensation to members of the Regulated Population is
dependent on the soundness of the financial base of the Crédit Mutuel Arkéa group
and/or the entity at which the employee works, as described in the general principles
of the Group compensation policy;

● in accordance with the prohibition on guaranteed variable compensation, the award
of annual variable compensation is not a right. Where applicable, it is approved, and
its amount set, annually based on the compensation policy of the year in question
and the governance principles in force, taking into account all the risks to which
Crédit Mutuel Arkéa or the Group is or may be exposed, as well as liquidity
requirements and the cost of capital, and provided that it does not limit the ability of
Crédit Mutuel Arkéa or the Group to build up its capital;

● annual variable compensation depends on the financial and non-financial
performance during the year as part of a multi-year timeframe in line with the Crédit
Mutuel Arkéa group's strategy.
The variable compensation of executive managers who are members of the
Regulated Population is based on Group financial objectives (with the exception of
the control functions and senior managers).
These Group financial objectives are pre-tax profit on ordinary activities, the
cost/income ratio, the loan-to-deposit ratio and CET1 at the consolidated level.
Variable compensation is also based on quantitative and qualitative criteria (including
a criterion linked to one of the areas related to “Entreprise à mission” status) defined
individually for each of the senior managers and executive managers who are
members of the Regulated Population;

● in accordance with the provisions of Article L. 511-85 of the French Monetary and
Financial Code, members of the Regulated Population are prohibited from using
individual hedging or insurance strategies with respect to compensation or liability in
order to limit the risk of loss or the losses that may result therefrom;

● the variable component for a given employee may not exceed 100% of the fixed
component.

Scope of the regulated population

When the parent company is an entity subject to legislation, the compensation policy and
related requirements (CRD Regulation and EBA guidelines) apply to all entities included in
the scope of consolidation (whether or not they are themselves subject). The scope of
consolidation is the prudential consolidation scope (as defined by Regulation (EU) No.
575/2013).

Crédit Mutuel Arkéa and subject subsidiaries whose balance sheet total for the four-year
period immediately preceding the current fiscal year is, on average:

● more than €10 billion, or
● more than €5 billion and which do not meet any of the criteria set out in points c, d

and e of Article 4(1)(145) of Regulation (EU) 575/2013,
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must define their scope of employees who are members of the Regulated Population on an
individual basis.

The Regulated Population is defined based at least on the criteria set out in Article L. 511-71
of the French Monetary and Financial Code and the Delegated Regulation.

Employees included in the Regulated Population are determined at least annually under the
joint responsibility of the Group’s human resources, risk and compliance functions. They rely
in particular on the subsidiaries’ human resources functions, which provide them with all the
information necessary to identify members of the Regulated Population.

The scope of the Regulated Population is subject to the oversight of the Compensation
Committee and the Risk and Internal Control Committee, which inform Crédit Mutuel Arkéa’s
Board of Directors.

In accordance with Article L. 511-71 of the French Monetary and Financial Code, the
Regulated Population includes, for each entity that defines its scope of employees who are
members of the Regulated Population on an individual basis, at least the following
categories of employees whose professional activities have a material impact on the
institution’s risk profile:

● all members of the Board of Directors, Supervisory Board or any other body
performing equivalent functions;

● effective managers;
● staff members responsible for managing the institution's control functions or

important business units and who report directly to the body performing supervisory
functions;

● staff members who were entitled to significant compensation during the previous
year, if the following two conditions are met:

○ Compensation is more than or equal to €500,000 and is more than or equal to
the average compensation awarded to members of the Board of Directors,
the Supervisory Board or any other body performing equivalent functions and
to the effective managers of the credit institution, financing company or
investment firm paying the compensation. If the staff member receives
compensation from several credit institutions, financing companies or
investment firms, the average compensation to be taken into account
awarded to members of the Board of Directors, the Supervisory Board or any
other body performing equivalent functions and to the effective managers to
determine the threshold is assessed at the consolidated level, i.e. at the
Group level;

○ they carry out their professional activities at an important business unit and
these activities are likely to have a material impact on the risk profile of the
business unit in question.

Qualitative and quantitative criteria for identifying other members of the Regulated
Population covered by the CRD Regulation are set by the Delegated Regulation.
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Terms of payment of variable compensation granted to the Regulated Population

Amounts of variable compensation to be deferred

Members of the Regulated Population who receive annual variable compensation that
exceeds €50,000 or represents more than one-third of their total compensation are subject
to rules regarding the vesting and payment of a portion of their variable compensation on a
deferred basis:

● 60% of variable compensation for compensation in excess of €500,000;
● 50% of variable compensation for other compensation.

This deferral period must be spread over:

● five years for corporate officers, members of the Board of Directors and effective
managers;

● four years for other members of the Regulated Population.

Financial or similar instruments

In accordance with regulatory requirements, variable compensation is paid as follows, for the
deferred portion and the non-deferred portion:

● half in cash;
● half in cash indexed to a composite indicator calculated according to Group

consolidated criteria after a 12-month retention period.

Variable compensation vesting and payment conditions

The vesting and payment of variable compensation awarded, for both the portion paid
immediately and the deferred portion, are subject to compliance with the conditions set out in
the compensation policy and applicable regulations, in particular the requirement that Crédit
Mutuel Arkéa and the Group have a sufficiently strong and sound capital base and are still
able to build up their capital.

Thus, vesting and payment of deferred variable compensation are subject to compliance
with the Group’s CET1 risk appetite threshold at each vesting and payment date. If, on a
payment date, CET1 risk appetite threshold is not complied with, all deferred variable
compensation to be vested or received on that date is permanently reduced to zero.

Limit on variable compensation

The variable portion of the total compensation of each member of the Regulated Population
may not exceed the amount of the fixed portion of the total compensation.

Departure and mobility

If a member of the Regulated Population leaves or is transferred within the Group, the
departure or transfer has no impact on the variable portion for the current year, if such a
portion is expected to be paid, or on the deferred portions due and not yet due.
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The variable compensation for the current year, if such a portion is expected to be paid, and
the deferred portions are therefore always withheld and paid on the usual dates, under the
conditions and in the manner originally stipulated.

This compensation, following the departure or transfer, also remains subject to the risk
adjustment rules in place at the Group.

Risk adjustment

The vesting and payment of variable compensation allocated are subject to compliance with
a sufficiently sound and solid financial base (compliance with the Group’s CET1 risk appetite
threshold on each vesting and payment date), as described above.

In addition, variable compensation already vested or in the process of being vested may be
reduced, in whole or in part, by up to 100% until the end of the last retention period, such as
in case of behavior that could expose the Crédit Mutuel Arkéa group, or one of its entities, to
an abnormal and significant risk, particularly as a result of its liability for actions that resulted
in significant losses for the institution or in case of breach of the requirements of fitness and
propriety.

The risk adjustment mechanism is therefore used when:

● the member of the Regulated Population was involved in actions that resulted in
significant losses for the institution or was responsible for such actions;

● the member of the Regulated Population did not meet the applicable standards of
fitness and propriety;

● the member of the Regulated Population contributed significantly to poor or negative
financial performance, and in case of fraud or other intentional or grossly negligent
behavior that resulted in significant losses;

● the member of the Regulated Population committed serious misconduct, such as
breach of the code of conduct;

● the institution or business unit at which the member of the Regulated Population
works suffers a significant failure of risk management;

● the institution or business unit at which the member of the Regulated Population
works has significant increases in the economic or regulatory capital base;

● the institution or business unit at which the member of the Regulated Population
works is subject to regulatory sanctions and the conduct of the staff member
contributed to the sanction.

Crédit Mutuel Arkéa has been granted an exemption from the requirements regarding
deferral, payment in financial instruments and pensions for members of the regulated
population whose annual variable compensation does not exceed €50,000 and does not
represent more than one-third of their total annual compensation.

In 2023, this exemption benefited 85 members of the regulated population, whose total
compensation amounted to €12,787,920, including €10,900,183 in fixed compensation and
€1,887,737 in variable compensation.
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16.6. Communication
Shareholders’ meeting

Pursuant to the provisions of Article L. 511-73 of the French Monetary and Financial Code,
the Shareholders’ Meeting is consulted annually on the total amount, determined on a
consolidated basis, of the compensation paid during the previous year to employees proving
the status of effective managers or belonging to the other categories of employees whose
professional activities have a material impact on the risk profile of Crédit Mutuel Arkéa or the
Crédit Mutuel Arkéa group as a whole.

Provision to employees

The compensation policies of each entity are made available/sent to all staff members (sent
by e-mail, made available on the intranet, etc.). Each policy defines its method of
communication.

Universal Registration Document and Pillar 3 report

The Universal Registration Document, which constitutes the Corporate Governance Report,
includes a section on the compensation of the corporate officers and, in particular, on the
compensation paid and payable in respect of the year under review.

The Pillar 3 report includes a section on the Group’s governance and compensation policy.
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16.7. Quantitative information on compensation of effective
managers and persons whose activities have a material impact
on the company's risk profile

Table 59 (EU REM1): Remuneration awarded for the financial year
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Table 60 (EU REM2): Special payments to staff whose professional activities have a
material impact on institutions’ risk profile (identified staff)
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Table 61 (EU REM3): Deferred remuneration
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Table 62 (EU REM4): Remuneration of 1 million EUR or more per year
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Table 63 (EU REM5): Information on remuneration of staff whose professional
activities have a material impact on institutions’ risk profile (identified staff)
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17. Appendices
17.1. Declaration of the responsible person  
The information considered as proprietary is: the number of obligors broken-down by
exposure class and PD range (article 452 g).

Decisions not to publish this information are taken in agreement with the Crédit Mutuel Arkéa
group’s management bodies.

Person responsible for the information contained in this document

Anne Le Goff, Associate Chief Executive Officer of Crédit Mutuel Arkéa

Declaration of the responsible person

I certify that the information contained in the Pillar 3 Report as of December 31, 2023
disclosing the information published under Part Eight of EU Regulation No. 575/2013 “CRR”,
as amended by the EU Regulation No. 2019/876 “CRR2”, is, to the best of my knowledge, in
accordance with the formal policies and internal processes, systems and controls.

Done at Le Relecq Kerhuon, April 2, 2024.

Anne Le Goff, Associate Chief Executive Officer of Crédit Mutuel Arkéa
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17.2. List of tables
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17.3. Pillar 3 cross-reference table
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17.4. ESG risk cross-reference table

Table 1 : Qualitative information on Environmental risk

Business strategy and processes Related chapter Page

a) Institution's business strategy to integrate environmental factors and risks, taking into
account the impact of environmental factors and risks on institution's business environment,
business model, strategy and financial planning

Chapter 15.3.1 99

b) Objectives, targets and limits to assess and address environmental risk in short-, medium-,
and long-term, and performance assessment against these objectives, targets and limits,
including forward-looking information in the design of business strategy and processes

Chapter 15.3.2.2 et
15.3.2.4

101 / 103

c) Current investment activities and (future) investment targets towards environmental
objectives and EU Taxonomy-aligned activities

Chapter 15.3.2.3 102

d) Policies and procedures relating to direct and indirect engagement with new or existing
counterparties on their strategies to mitigate and reduce environmental risks

Chapter 15.4.3.4 113

Governance

e) Responsibilities of the management body for setting the risk framework, supervising and
managing the implementation of the objectives, strategy and policies in the context of
environmental risk management covering relevant transmission channels

Chapter 15.2 95

f) Management body's integration of short-, medium- and long-term effects of environmental
factors and risks, organisational structure both within business lines and internal control
functions

Chapter 15.2 95

g) Integration of measures to manage environmental factors and risks in internal governance
arrangements, including the role of committees, the allocation of tasks and responsibilities,
and the feedback loop from risk management to the management body covering relevant
transmission channels

Chapter 15.2 95

h) Lines of reporting and frequency of reporting relating to environmental risk Chapter 15.4.4 114

i) Alignment of the remuneration policy with institution's environmental risk-related objectives Chapter 15.2 95

Risk management

j) Integration of short-, medium- and long-term effects of environmental factors and risks in the
risk framework

Chapter 15.1,
15.4.1 et 15.4.3.1

92 / 104 /
110

k) Definitions, methodologies and international standards on which the environmental risk
management framework is based

Chapter 15.1,
15.4.1 et 15.4.2

92 / 104 /
106

l) Processes to identify, measure and monitor activities and exposures (and collateral where
applicable) sensitive to environmental risks, covering relevant transmission channels

Chapter 15.4.1 et
15.4.2

104 / 106

m) Activities, commitments and exposures contributing to mitigate environmental risks Chapter 15.4.3.4 113

n) Implementation of tools for identification, measurement and management of environmental
risks

Chapter 15.4.2.1 et
15.4.2.2

106 / 108

o) Results and outcome of the risk tools implemented and the estimated impact of
environmental risk on capital and liquidity risk profile

Chapter 15.4.3.3 112

p) Data availability, quality and accuracy, and efforts to improve these aspects Chapter 15.4.2.3 109

q) Description of limits to environmental risks (as drivers of prudential risks) that are set, and
triggering escalation and exclusion in the case of breaching these limits

Chapter 15.4.3.1 110

r) Description of the link (transmission channels) between environmental risks with credit risk,
liquidity and funding risk, market risk, operational risk and reputational risk in the risk
management framework

Chapter 15.1 92
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Table 2 : Qualitative information on Social risk
Business strategy and processes Related chapter Page

a) Adjustment of the institution's business strategy to integrate social factors and risks taking
into account the impact of social risk on the institution's business environment, business
model, strategy and financial planning

Chapter 15.3.1 99

b) Objectives, targets and limits to assess and address social risk in short-term, medium-term
and long-term, and performance assessment against these objectives, targets and limits,
including forward-looking information in the design of business strategy and processes

Chapter 15.3.2.3 102

c) Policies and procedures relating to direct and indirect engagement with new or existing
counterparties on their strategies to mitigate and reduce socially harmful activities

Chapter 15.4.3.4 113

Governance

d) Responsibilities of the management body for setting the risk framework, supervising and
managing the implementation of the objectives, strategy and policies in the context of social
risk management covering counterparties' approaches to:
i) Activities towards the community and society ; ii) Employee relationships and labour standards ; iii)
Customer protection and product responsibility ; iv) Human rights

Chapter 15.2 et
15.4.2.3

95 / 109

e) Integration of measures to manage social factors and risks in internal governance
arrangements, including the role of committees, the allocation of tasks and responsibilities,
and the feedback loop from risk management to the management body

Chapter 15.2 95

f) Lines of reporting and frequency of reporting relating to social risk Chapter 15.4.4 114

g) Alignment of the remuneration policy in line with institution's social risk-related objectives Chapter 15.2 95

Risk management

h) Definitions, methodologies and international standards on which the social risk management
framework is based

Chapter 15.1,
15.4.1 et 15.4.3.1

92 / 104 /
110

i) Processes to identify, measure and monitor activities and exposures (and collateral where
applicable) sensitive to social risk, covering relevant transmission channels

Chapter 15.4.1 et
15.4.2

104 / 106

j) Activities, commitments and assets contributing to mitigate social risk Chapter 15.4.3.4 113

k) Implementation of tools for identification and management of social risk Chapter 15.4.2.2 et
15.4.2.1

108 / 106

l) Description of setting limits to social risk and cases to trigger escalation and exclusion in the
case of breaching these limits

Chapter 15.4.3.1 110

m) Description of the link (transmission channels) between environmental risks with credit risk,
liquidity and funding risk, market risk, operational risk and reputational risk in the risk
management framework

Chapter 15.1 92

Table 3 : Qualitative information on Governance risk
Governance Related chapter Page

a) Institution's integration in their governance arrangements governance performance of the
counterparty, including committees of the highest governance body, committees responsible
for decision-making on economic, environmental, and social topics

Chapter 15.2 95

b) Institution's accounting of the counterparty's highest governance body’s role in non-financial
reporting

Chapter 15.2 et
15.4.2.3

95 / 109

c) Institution's integration in governance arrangements of the governance performance of their
counterparties including:
i) Ethical considerations ; ii) Strategy and risk management ; iii) Inclusiveness ; iv) Transparency ; v)
Management of conflict of interest ; vi) Internal communication on critical concerns

Chapter 15.2 et
15.4.2.3

95 / 109

Risk management

d) Institution's integration in risk management arrangements the governance performance of
their counterparties considering:
i) Ethical considerations ; ii) Strategy and risk management ; iii) Inclusiveness ; iv) Transparency ; v)
Management of conflict of interest ; vi) Internal communication on critical concerns

Chapter 15.4.2 106
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