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“Russia’s invasion of Ukraine on February 24, 2022, radically altered the economic
and financial environment in Europe and world-wide. In the wake of the Covid-19
pandemic, this war on the EU’s doorstep has had many and deep political,
social, economic and financial implications.

Problems with commodity trading inevitably pushed up prices, particularly
energy prices. Also, in response to severe inflationary pressures in most
developed economies, particularly in the European Union, central banks
applied a hawkish strategy, drastically altering monetary policy.

In these circumstances, French local authorities have to make multiple transitions,
including an economic transition to deal with the rise in energy prices and an energy
transition to address climate change, as well as demographic, social and digital transitions.

As a vehicle for responsible local authority funding, AFL was able to continue its development
by supporting its members in meeting their funding needs, by a further increase in the volume
of new lending to its members, making it one of the leading bank lenders in the market.
Meanwhile, the number of member local authorities continued its rapid expansion to 599 local
authority shareholders, who together represent 23% of local public investment in France.”
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In 2022, the number of new
member local authorities increased
by 103, the first year it has topped 100,
to 599. Pledged capital consequently
rose by €29.3 million to €272.1 million
and paid-up capital by €11.2 million
to €217.7 million. At 31 December
2022, five metropolitan regions, 14
metropolises and 12 departments
are members of AFL, plus many
other municipality groupings and
municipalities of all sizes.

In terms of the loan book, AFL’s
members represented 22.9% of
total borrowings by all French local
authorities at 31 December 2022.

In 2022, AFL raised funding on
excellent terms thanks to stronger
name-recognition for its debt on the
euro market and faster reactivity in
a market disrupted by geopolitical
events and the withdrawal of non-
conventional monetary policy

measures.
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The growth in outstanding loans granted benefits all members of the AFL
Group, regardless of their size and category. The smallest financing facility granted
by AFL in 2022 amounts to €10,000 while the largest is €45 million.

D et catsaany oy AFL’s capacity to raise market finance is

growing year by year thanks to better placement

3.8% Other groupings of its debt, drawing on a greater number of

- and stronger recognition by - domestic

and international investors, as underlined by

32.0% the success of the public issues in euros, the

Municipalities multiplication of private placements and the
diversification into new currencies.

5,0%; Territorial
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9,4%; Departments

Thus, since 2015, AFL has been able to mobilize
€8.1 billion from 282 investors over a wide
range of maturities.

13,7%; Groupings
of municipalities

28,7%;
Metropolises

As part of its CSR strategy, and in accordance
with  AFL’s commitments to embody
responsible finance, AFL set up a sustainable issuance system in 2020 from which it carries out
sustainable bond issues backed by financing or refinancing of capital expenditure by member
local authorities on environmental and social projects.

It has used the system to raise €1 billion on debt markets since 2020, which was then relent
to its members to fund investment in three main areas: basic social services, the energy and
ecological transition, and sustainable infrastructure, thus directly contributing to meeting the
UN sustainable development goals.



TABLE OF CONTENTS

l. THE COMPANY’S ACTIVITY cticteieeieieieieieieeisrssereesssssssesasesesesasasasasesasesasesasesssasssesasesesasasasases 8
1. DEVELOPMENT STRATEGY AND MODEL ....coiiiiiririiisisisisisisisisesesesesesesesssssesssssssssses 8
1.1 A TOBUST SEFUCTUIE ottt 8
1.1 A very cautious lIQUIAITY POLICY .o bbb s sre e 9
1.2 A CUSTOMEr CENTIIC MOAEI ettt 9
1.3 Rating of boNds iSSUEA DY AFL ..ttt st 10
1.4 GEeNEral INFOIMATION ..ottt e b e b 10
2. REVIEW OF ACTIVITIES OVER THE 2022 FINANCIAL YEAR AND HIGHLIGHTS ....10
2.1 Economic and financial eNVIrONMENT ... s 10
2.2 QY=Y a T oY oY [N T T o N
2.3 LT 0l Y=Y a 1T 1TSS N
2.4 LGRS = ] = 1T Y OO STRRRTR 12
2.5 The Company’s financial market 0perations...... e 12
2.6 Results of the past financial year - Key IFRS fiQUIES ..t 13
3. SIGNIFICANT EVENTS SINCE THE END OF THE FINANCIAL YEAR......ccconene. 14
3.1 NPT (S oY o T=T =L A o] o LT 14
3.2 INCrease iN Share CAPILAl .. et s e et sa b srens 14
4, EXPECTED SITUATIONS AND FUTURE PROSPECTS ......ccocvviiiiersisisisesesesesesennns 14
Il. BALANCE SHEET ASSETS AS OF DECEMBER 31, 2022 (IFRS) ...ccccocvvvviiiiiinenn 16
1. LOANS GRANTED TO LOCAL AUTHORITIES ..o sesisesisesesesisees 16
2. LIQUIDITY RESERVE ...ttt 19
3. AN N I O S = N | 5 T 21
4, SUBSIDIARIES AND SHAREHOLDINGS ......coiiitiiiiiissisisisissisess s ssssssssssssssssssssssenns 22
4.1. ACTIVITIES OF COMPANY SUBSIDIARIES AND COMPANIES UNDER ITS CONTROL .... 22
4.2. EQUITY INVESTMENTS AND TAKEOVERS ....cooiiitiiiiisississtssise st sissssssssssssss s ssssssssssssssssssesssns 22
4.3 CROSS-SHAREHOLDINGS ... .ottt sttt sttt sa st st sa st ss et es b esesebstesesssesases 22
5. RETURNS ON ASSETS ..ottt sttt sttt sttt sttt sttt sttt sttt sttt sttt sttt sttt 22
Il. BALANCE SHEET LIABILITIES AND DEBT MANAGEMENT (IFRS) ....coovviene. 22
1. FINANCIAL DEBT OF AFL oottt sttt sttt sttt sttt sttt an s 23
BREAKDOWN OF ACCOUNTS PAYABLE ..ottt 23
MARGIN CALLS RECEIVED ..ottt sttt sttt sttt ss st sn s 24
IV. PROFIT (LOSS) FOR THE PERIOD ENDED DECEMBER 31, 2022 .........cccoueunene. 25
1. FRENCH GAAP FINANCIAL STATEMENTS .ot 25
2. IFRS FINANCIAL STATEMENTS ..ottt sttt sttt 27
3. PROPOSED ALLOCATION OF PROFIT oottt sttt sttt 28
4, DIVIDENDS DISTRIBUTED (ARTICLE 243 BIS OF THE FRENCH GENERAL TAX CODE) 28
5, NON-TAX-DEDUCTIBLE EXPENSES (ARTICLES 39-4 AND 39-5 OF THE FRENCH GENERAL
TAX CODE) 28
V. RISK MANAGEMENT wotitisstssrrs sttt sttt sttt sttt sttt sttt sttt sttt sttt 30
1. IS QN i N N I T 30
2. DESCRIPTION OF THE MAIN RISKS AND UNCERTAINTIES FACED BY AFL... 33
3. PRUDENTIAL RATIOS AND EQUITY ..oiiiiiiiiiiiiiiiiisisisisisesistsisisisss s sssssssssssssssssssesssssssssans 41
4, RISK MANAGEMENT AND INTERNAL CONTROL SYSTEM ...ccovvviniiiiiieeenn, 43
VI. AFL RESEARCH AND DEVELOPMENT ACTIVITY oottt 53



VII. DATA ON SHARE CAPITAL AND SHARES ...ttt 54

1. SHAREHOLDING STRUCTURE AND CHANGES THERETO DURING THE FINANCIAL YEAR
......................................................................................................................................................... 54

2. EMPLOYEE SHARE OWNERSHIP ..o 54

3. COMPANY SHARE BUYBACKS ... 55

4. TRANSACTIONS ON AFL SECURITIES BY ITS OFFICERS. ..o, 55

S STOCK MARKET SITUATION OF AFL ..o 55

VIII. OTHER KEY PERFORMANCE INDICATORS. ... 55

1. ENVIRONMENT ..ot 55

2. EMPLOYEES ... 57

APPENDIX1TABLE OF RESULTS FOR THE PAST FIVE FINANCIAL YEARS ..o 63

APPENDIX 2 SUPERVISORY BOARD’S REPORT ON CORPORATE GOVERNANCE................ 64

APPENDIX 3 TEXT OF THE RESOLUTIONS SUBMITTED TO THE COMBINED GENERAL MEETING OF

SHAREHOLDERS OF AGENCE FRANCE LOCALE ON MAY 4,2023........cccociinniciiniecieseeis 135

APPENDIX 4: PROVISIONAL FINANCIAL COMMUNICATION SCHEDULE FOR THE 2023 FINANCIAL YEAR
146

RESPONSIBILITY FOR THIS MANAGEMENT REPORT FOR THE FINANCIAL YEAR ENDED DECEMBER 31,

20022 bbb bbb 147

......................................................... 147
CONSOLIDATED PILLAR 3 REPORT - AGENCE FRANCE LOCALE GROUP..........cccceuue 204



GLOSSARY

ICC Initial Capital Contribution

ACC Additional Capital Contribution

ACPR French Prudential Supervision and Resolution Authority

AFL Agence France Locale

AFL-ST Agence France Locale - Société Territoriale

ALM Asset and Liability Management

AMF Autorité des Marchés Financiers (French Financial Markets Authority)

ECB European Central Bank

ARC Audit and Risk Committee

ICC Internal Control Committee

CET1 Common Equity Tier One

FGTC French General Tax Code

GRC Global Risk Committee

CAVC Corporate added-value contribution

ALT Average lifetime

EAPB European Association of Public Banks

ECP Euro Commercial Paper - short term corporate securities

EMTN Euro Medium Term Notes - bonds

EPCI Etab_lis_sem_ent public de coopération intercommunale (Groupings of
municipalities)

LPE Local public entity

TPE Territorial public entities

HQLA High quality liquid assets

DTA Deferred tax assets

DTL Deferred tax liabilities

IFRIC IFRS Interpretations Committee

IMR Initial margin requirement

LCR Liquidity Coverage Ratio

NIM Net interest margin

NSFR Net Stable Funding Ratio

OAT Obligations Assimilables du Trésor (French Treasury bonds)

NBI Net banking income

GOP Gross operating income

NI Net income

RRD Recovery and Resolution Directive

RWA Risk weighted assets

SaaS Software as a Service

NDS Negotiable debt securities

TL-TRO Targeted longer-term refinancing operations by the ECB

NPV Net Present Value




Io The Company’s Activity

1. Development strategy and model

Authorized by law no. 2013-672 of July 26, 2013, on the separation and regulation of banking activities
and created on October 22, 2013, the Agence France Locale Group (“AFL Group”) is organized around
a dual structure consisting of Agence France Locale - Société Territoriale (“AFL-ST”, the parent
company with the status of financial holding company) and Agence France Locale (“AFL”, the
subsidiary, a specialized credit institution). The Agence France Locale Group is formed by the
combination of these two companies. The purpose of its two-tier governance is to separate the
operational management, handled by the specialized credit institution (AFL), from the shareholder
representation, management of guarantees and the definition of strategic policies, handled by Société
Territoriale (AFL-ST). This separation of responsibilities makes it possible to prevent conflicts of
interest that may appear in the form of intervention by member local and regional authorities in AFL’s
day-to-day management activities, to ensure stakeholder accountability for their tasks, and to have
adequate control and monitoring mechanisms.

Accordingly, AFL-ST’s Board of Directors has adopted a rule stating that independent members must
comprise a majority of the bank’s Supervisory Board. In so doing, shareholders accept and
acknowledge that it is important for banking and financial professionals to be responsible for the
oversight of the credit institution. The main tasks of AFL-ST, the Group’s parent company, are as
follows:

= Representation of shareholders;

=  Management of the guarantee mechanism;

= Appointment of the members of the credit institution’s Supervisory Board,;

= Setting of major strategic policies and the risk appetite framework; and

=  Promotion of the model among local authorities, jointly with AFL, to increase the number of
shareholder members.

The main tasks of AFL, a credit institution more than 99.99% owned by AFL-ST, are as follows:

=  Granting of credit exclusively to shareholder member regional and local authorities;
=  Fund-raising on capital markets; and
= Day-to-day operational management of financial activities.

1.1 A robust structure

AFL is an investment financing facility for local authorities in which they are the exclusive shareholders
through Société Territoriale (AFL-ST), the majority shareholder and over 99.9% owner of AFL.

The optimization of financing costs in the capital markets is based on AFL’s high credit rating, which
is built on prudent financial policies, the quality of its balance sheet assets and a dual mechanism of
explicit and irrevocable first-demand guarantees.

=  First, the “Member Guarantees” granted by local authorities that are AFL-ST shareholders to any
financial creditor of AFL providing the possibility to call on the local authority shareholders directly
as guarantors. The amount of this guarantee is intended to be equal to the amounts of outstanding
borrowings with a maturity more than 364 days contracted by each member local authority with
AFL. Thus, a creditor can call the guarantee from several local authorities. A local authority whose
guarantee has been called by a creditor has the obligation to inform AFL-ST, which may, in turn,
call all other member guarantees in proportion to the amount of their credits contracted with AFL.
This guarantee is organized to create solidarity between the member regional and local authorities
in the payment of the amounts due while the liability of each is limited to the size of its own
outstanding medium- to long-term loans. In order to have sufficient liquidity, the amounts
borrowed by AFL are higher than the amounts it lends to members, and the securities issued by
AFL are not fully covered by the Member Guarantee mechanism:

- Ingeneral, approximately 70% of the total amount of AFL borrowings issued on the markets
is used to provide medium- and long-term loans to members;



- As a result, almost 30% of the total amount of borrowings issued by AFL on the markets
are retained, both to ensure AFL’s liquidity in accordance with its regulatory obligations and
good management practice, and to offer credit lines to members on the conditions and
within the limits set by AFL’s financial policies;

Second, the “ST Guarantee” granted by AFL-ST to any financial creditor of AFL, which allows
creditor(s) to call on AFL-ST directly as guarantor. The ceiling of the “ST Guarantee” is set by the Board
of Directors. It was increased from €5 billion to €10 billion by the Board of Directors on September 28,
2018, then to €15 billion by the Board of Directors on June 13, 2022. It covers all of the commitments
of its AFL subsidiary to its beneficiary creditors. As of December 31, 2022, the amount of guaranteed
securities issued by AFL, comprising debt issues and financial transactions with counterparties,
amounted to €9.5 billion.

This dual mechanism means the beneficiaries of these guarantees' can simultaneously (i) call on the
local authorities that are Group members as guarantors, and/or (ii) invoke the “ST Guarantee” which
has the advantage of simplicity in the form of a single point of contact.

It should also be noted that, in compliance with its provisions of Articles of Association, the “ST
Guarantee” may be invoked on the creditors’ behalf at the request of AFL under the terms of a protocol
between the two companies. The main purpose of this call mechanism is to be able to mobilize
guarantees on behalf of creditors to prevent non-compliance with the regulatory ratios or a default
event.

1.1 A very cautious liquidity policy
AFL has a liquidity policy with three objectives:

= The construction of a sufficient liquidity reserve to maintain operational activities, in particular
lending activities, for a period of twelve months. This reserve is largely made up of liquid assets
that can be mobilized for the regulatory liquidity coverage ratio (LCR).

= A funding strategy that encourages a diversity of debt instruments (including benchmark issues in
euros traded in regulated markets, including Sustainable Bonds, public issues in foreign currencies,
private placements, etc.) as well as the diversity of the investor base, both by type and
geographical area;

= AFL closely monitors maturity gaps to reduce the risk of an unfavorable change in the cost of
liquidity. It has undertaken to limit the difference in average maturity between its assets and
liabilities to 12 months, with the possibility of extending it to 24 months over a maximum period of
six months.

With regard to access to liquidity, it should be noted that AFL has a credit line with the Banque de
France, available at any time, through the mobilization of receivables from local authorities that AFL
carries on its balance sheet, via the TRICP (Traitement Informatique des Créances Privées - Data
Processing of Private Claims) system.

1.2 A customer-centric model

The purpose of the AFL Group: to embody responsible finance to strengthen the power of the local
world to meet the present and future needs of residents.

The AFL Group was designed to better serve its customers on three levels.

Firstly, through AFL’s unique status as shareholder borrower, which enables borrowers to ensure that
their interests are at the heart of the AFL Group’s objectives, through its position as shareholder of
AFL-ST. AFL-ST’s responsibility is to pursue the Group’s strategy, defend the interests of all borrowers
and pool each one’s interests for the benefit of all local authorities.

Secondly, since its creation, AFL has chosen to implement online services that combine efficiency and
speed and ensure users the highest levels of security to better meet the needs of its member
borrowers.

T The guarantee models are accessible on the AFL Group’s website: www.agence-france-locale.fr
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Finally, a team dedicated to the relationships with local authorities sees to it that each of their specific
expectations is met.

1.3 Rating of bonds issued by AFL

Since its creation, AFL has benefited from an excellent rating, recognizing the solidity of the model it
embodies.

AFL’s bond issuance program is equally rated by Moody’s and Standard & Poor’s.

Rating/Rating agency Moody’s Standard & Poor's
Long term Aa3, stable outlook AA-, stable outlook
Short-term rating P-1, stable outlook A-1+, stable outlook

1.4 General ESEF information

Name or other identifier of the reporting entity: Agence France Locale (AFL) - LEI No.
969500NM14UP00108G47 - Lyon Trade Register No. 799 379 649

Explanation of changes to the name or other identifier of the reporting entity since the end of the
previous reporting period: N/A
Country of the entity’'s registered office: France

Information on the legal structure under which the entity operates: Société anonyme (French public
limited company) with a Management Board and Supervisory Board under French law.

Country of incorporation of the entity: France

Address of the entity’s registered office: 112 rue Garibaldi, 69006 Lyon, France

Principal place of business of the entity: 112 rue Garibaldi, 69006 Lyon, France

Description of the nature of the entity's operations and its principal activities: conf. Part 2.

Name of the entity's parent company: Agence France Locale - Société Territoriale

Name of the parent company of the group: Agence France Locale - Société Territoriale

Information on the duration of the entity if constituted for a limited time: 99 years from the date of its
registration in the Trade Register, i.e. until December 23, 2112, unless extended or dissolved early.

2. Review of activities over the 2022 financial year and highlights
2.1 Economic and financial environment
Economic and market situation

After 2021 brought a sharp economic rebound from the 2020 Covid-19 crisis, 2022 was dominated by
three events: Russia's attempted invasion of Ukraine, strong inflationary pressure across the globe and a
drastic change of monetary policy by all the major central banks.

February 24, 2022 marked a watershed in European geopolitics as it had existed since the early 1990s,
changing the balance of commodity markets and fuelling a general rise in inflation. This environment
brought the announcement of the end of the non-conventional monetary policy measures that had been
introduced and strengthened since the great financial crisis of 2008/2009, and a rapid raising of policy
rates to forestall the risk of a sharp and uncontrolled price spiral.
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Despite the vigorous monetary policy tightening unleashed by central banks, economic forecasts for OECD
countries suggest economies are holding up well and employment remains high. According to the latest
Eurostat forecasts (February 2023 Interim Economic Forecast), which is full of community-wide economic
data, nearly one year on from the outbreak of the Russo-Ukrainian conflict, the European Union's economy
began 2023 in better shape than was being predicted as recently as autumn 2022. The Winter 2023 Interim
Economic Forecast upgrades the annual growth outlook to 0.8% for the EU as a whole and 0.9% for the
euro zone. Both regions now look set to narrowly escape the technical recession that had been forecast
for the start of the year. The same forecasts slightly lowered their inflation projections in both 2023 and
2024.From 9.2% in 2022, headline inflation in the EU should drop back to 6.4% in 2023, then 2.8% in 2024.
In the euro zone, it should slow from 8.4% in 2022 to 5.6% in 2023, then 2.5% in 2024

Financial position of local authorities

The healthy finances of local authorities at end-2021 was accompanied by increasing diversity in the local
world. Local authorities in 2022 had to deal with an environment market by, on the one hand, the
consequences of the Russo-Ukrainian war, prompting a deterioration in the economic outlook and high
inflation, and, on the other, by reforms to the local authorities themselves such as the increase in the salary
levels of regional civil servants and major changes to the structure of local taxes. Against this background,
the direction of local authorities’ finances depends, first, on the trends in their operating receipts and
expenses and, second, on their borrowing costs and constraints on local investment.

At December 31, 2022, despite the challenging environment, the Situation mensuelle des collectivités
locales (monthly report on local authorities) for end-December 2022 published by the DGFiP? found the
budget pathway looking generally healthy. Projections suggested operational receipts would rise by 4.3%
in real terms in 2022, outstripping real operating expenses (+3.8%). The vigour of operating receipts is
mainly explained by the increase in tax receipts (+4.8%). Operating expenses are being driven upward by
employee expenses (+4.9%) and purchasing and external expenses (+8%). The result was a 7.7% increase
in the savings capacity for local authorities as a whole in 2022. Capital expenditure is set to rise at every
tier of local government: +1.3% in regions, +2.8% for departments and +7.1% for the municipal block.

In addition to the good management of local authorities, this resilience is also the result of significant
support from the State.

2.1 Loan production

The production of medium- and long-term loans by AFL in 2022 amounted to €1,392 million compared to
€1,243 million in 2021 for a total of 317 loan contracts compared to 286 in 2021. This latest 12% rise in loan
production volumes year-on-year underlines the continuing steady growth trend driven by a regular influx
of new member local authorities joining AFL Group. The average maturity of medium- to long-term loans
produced in 2022 was 19.6 years compared to 19 years in 2021, almost unchanged year-on-year. This high
average term is notably explained by the increase in the number of inter-municipality bodies (syndicats)
borrowing from AFL, as they generally make long-term investments. In addition to medium-term loans,
€200.8 million in lines of credits were produced, compared with €103.5 million in 2021.

At the end of the financial year, outstanding customer loans, expressed in accordance with French
accounting standards, amounted to €5,331 million in loans provided and €810 million in financing
commitments, making total commitments of €6,141 million, which also includes credit lines.

The increase in AFL’s loan production in 2022 happened against a background of healthy momentum in

recourse to borrowing by local authorities, which began in 2020 as part of an increase in investment
spending by public authorities in the months following the outbreak of the Covid-19 crisis.

2.2 Membership

= Continuous development

AFL Group had 599 members at December 31, 2022.

2 Source: https://www.collectivites-locales.gouv.fr/situation-mensuelle-comptable-des-collectivites-locales-la-fin-du-mois-de-
decembre-2022

Disclaimer: Provisional data aggregated for all principal budgets of local authorities that does not allow for definitive conclusions on
the financial health of local authorities and, importantly, masks disparities between and within each tier of local authorities.
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103 new local authorities joined the AFL Group during 2022, including the Nouvelle Aquitaine region and
the department of Haute Garonne. At the date of this report, 599 local authorities are shareholders,
including 6 regions, 12 departments, 449 municipalities and 132 municipality groupings, including 14 cities,
6 territorial public entities, 5 urban communities, 31 suburban communities, 48 municipality communities
and 28 syndicats.

The arrival of new shareholders in 2022 increased capital pledged?® by €29.3 million, bringing the total to
€272.1 million. As of December 31, 2021, the share capital of AFL-ST was increased to €217,658,200 and
that of AFL to €207,600,000.

The table below shows the breakdown of AFL-ST’s share capital and voting rights by category of local

authority as of December 31, 2022 after the 34th capital increase.

Figures in € thousands

6 68 187 28 534 13,11%

Depa 2 12 39 059 3473 15,98%

alitie 449 56 814 92774 24,25%

: 132 108 086 101 569 46,66%
Metropolises 14 73 565 70 692 32 48%
Territorial public entities 6 6077 5 467 2,51%
Urban communities 5 3 546 3 520 1,62%
Suburban communities 31 10 391 8225 3,78%
Municipality communities 48 2187 1748 0,80%
Other groupings 28 12 319 11916 5,47%
TOTAL 599 272 145 217 658 100%

Information on AFL’s capital and shareholder structure is presented in Section VII of the document
hereafter and additional information on the new memberships is presented in AFL-ST’s consolidated
management report.

2.3 CSR strategy

AFL is implementing a CSR strategy that is grounded in its corporate purpose, which reflects the aims of
its local authority founders and shareholders.

The strategy takes several forms:

The AFL Group has a well developed governance approach based on the two companies that make up the
Group: AFL and AFL-ST. AFL Group seeks to apply this governance in a way that puts local authorities at
the heart of the bank’s strategy, with powers, checks and balances that respect the roles of each partner,
in full awareness of the issues of running a specialist credit institution, and best meets the challenges faced
by the local public sector.

AFL stands alongside local authorities as they make their transitions by lending the financing they need
on the best possible terms. To this end, the AFL issues sustainable bonds on the financial markets. As an
integral part of the French local public ecosystem, it conducts and publishes studies on issues related to
transition financing.

AFL is aware of the risks that future developments are likely to generate and understands how to manage
them. It also seeks to apply responsible practices in day-to-day operations, taking account of their impact
for stakeholders and the environment.

2.4 The Company’s financial market operations

= The Company’s borrowing program

3 Pledged capital means the amount of capital contributions voted by the local authorities at the time they joined AFL-
ST. For each local authority, the pledged capital corresponds to a capital commitment, the amount and the terms of

payment of which are set out in the Company’s Articles of Association.
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AFL’s medium- and long-term borrowing program for 2022, approved by the Supervisory Board on
December 13, 2021, was set at a maximum of €1.2 billion (unchanged from 2021) plus €300 million
allocated to pre-finance the borrowing program for 2022.

=  Bond issues

AFL has a bond issue program, the EMTN program, under which it carries out its bond issues.

For the first time since its launch, AFL held two syndicated issues in the same year, both denominated
in euros and totalling €500 million each: a 7-year sustainable bond issue paying 25 basis points over
the OAT curve and a 9-year bond paying 53 basis points over the OAT curve. In addition to these two
issues the bank held a syndicated issue in pounds sterling, its first ever syndicated issue in a non-euro
currency. Besides these, AFL carried out a number of private placements to optimise the maturity
profile of its debts and financing costs.

With a weighted average margin of 41.1 basis points over the OAT curve and a weighted average
maturity of 7.5 years, the 2022 borrowing program raised financial resources on good terms, with
appropriate backing from balance sheet assets.

=  Money market issues as part of the ECP (Euro Commercial Paper) program

In addition to AFL’s medium- to long-term borrowing program, it was authorized to issue €500 million
of commercial paper under its 2022 ECP program, a similar amount to that for 2021.

AFL held several ECP issues in euros and foreign currencies under this program during the period in
order to optimize its cash management.

These issues were placed on favourable terms at a rate below the ECB deposit rate.

Average ECP outstandings in 2022 amounted to €252 million.

2.5 Results of the past financial year - Key IFRS figures

NBI for the 2022 financial year amounted to €17,569 thousand compared to €13,960 thousand for the
2021 financial year. This change is explained by the following factors: firstly, the sharp increase in net
interest margin, from €12,715 thousand at December 31, 2021 to €15,602 thousand at December 31,
2022; secondly, gains on disposal, up to €1,467 thousand at December 31, 2022 compared to €806
thousand at December 31, 2021; and thirdly, net income from hedge accounting of €367 thousand.

The increase in NIM is the result of three factors: a further increase in outstanding loans, stabilization
of the credit margin and the rise in interest rates.

General operating expenses for the period were €12,513 thousand as of December 31, 2022 compared
to €11,517 thousand for the previous year, restated for the effect of applying the IFRIC* decision on
software used in SaaS mode. After depreciation and amortization allowances of €866 thousand,
compared to €753 thousand at December 31, 2021, gross operating income was €4,190 thousand
compared to €1,852 thousand at December 31, 2021.

The cost of risk, based on ex-ante impairment provisions taken against expected losses on financial
assets under IFRS 9, increased to €404 thousand compared to €95 thousand for 2021. This change is
mainly explained by the increase in outstanding loans and the change in weighting of the
macroeconomic scenarios underlying the model for calculating provisions, which factors in the
estimated impact of geopolitical developments on AFL's total liabilities. For other financial assets, the
amount of impairment increased, albeit modestly, driven by the increase in volumes of securities and
deposits made by AFL. Most deposits are at the Banque de France and, because of their very short
maturity, rarely suffer impairment. In total, the stock of ex ante provisions increased to €1,275 thousand
compared to €871 thousand at December 31, 2021.

4 |FRS Interpretations Committee: a body that is part of the International Accounting Standard Board (IASB) and is

responsible for interpreting International Financial Reporting Standards (IFRS).
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For the third consecutive year in 2022 AFL generated positive net income of €2,758 thousand
compared to €1,609 thousand for 2021, once restated for application of the IFRIC 2021 decision on the
treatment of configuration and customization costs in a SaaS arrangement. This confirms AFL's solid
development momentum and its resilience in a troubled economic and financial environment.

3. Significant events since the end of the financial year

3.1 Market operations

AFL’s medium- and long-term borrowing program for 2023, approved by the Supervisory Board on
December 5, 2022, was set at a maximum amount of €2 billion, including €500 million allocated to pre-
finance the borrowing program for 2023.

Since the beginning of the year, AFL has held several bond issues under the EMTN program including
a new €750 million euro-denominated syndicated issue, two taps of the 2025 pounds sterling line, a
private placement in US dollars and a 15-year private placement in euros. A total of €1,069 million was
raised, at a weighted average margin of 54 basis points over OAT.

The placement of the new €750 million euro-denominated syndicated issue at 7 years was made via a
book-building process that raised more than €1.9 billion from more than 60 investors, confirming the
attractiveness of AFL's name on the bond market, at a margin of 57 basis points above the OAT curve.

3.2 Increase in share capital

On February 6, 2023 AFL Group launched a 35™ capital increase, which closed on March 14, 2023. This
new capital increase brought 19 new member authorities into the Group, taking the total number of
members to 618 and AFL-ST's share capital to €220,746,500. As a result, AFL's share capital is now
210,600 thousand euros.

Among the new local authorities joining AFL through this capital increase are the City of Quimper, the
urban community (Communauté d’agglomération) of Quimper Bretagne Occidentale, the urban
community of Cotentin, the City of Gentilly and the City of Vandoeuvre-lés-Nancy.

3.3Capital markets

The banking crisis now sweeping the industry seems to be affecting financial institutions that are not
rate-hedged and whose liabilities include a major portion of sight deposits. Note that AFL's balance
sheet is hedged against interest rate risk and that its liabilities include no sight deposits.

4. Expected situations and future prospects

The AFL is now in its ninth year in business and continues to develop, with new member local
authorities joining, a steady, rapid and balanced increase in both loan production and the take-up by
its members.

The result has been a rapid increase in the size of AFL's balance sheet, a trend that can reasonably be
expected to continue over the next few years. The previously steady trend in membership has entered
a new stage since 2020, with more than 100 new members joining in 2022. As a consequence, the year-
on-year increase in loans granted to members leads AFL to make increasing calls on the capital
markets.

Since 2020, following the law of December 27, 2019 on commitment to local life and proximity in public
measures (the Commitment and Proximity Law), which expanded the scope of entities authorized to
join the AFL Group, ever more syndicats have been joining the AFL Group each year, which has the
effect of increasing demand for long-term loans to finance their infrastructure expenses.

With the gradual introduction of measures to accommodate different types of local public bodies, new
local authorities are expected to join the AFL Group, contributing to its continued development.

Also, the strongly resilient financial position of local authorities, following the 2020 Covid crisis,
provides a source of security and robustness for AFL as it means local authorities retain considerable
scope for borrowing and can maintain a rapid pace of capital expenditure.

14



15



IIQ Balance sheet assets as of December 31, 2022 (IFRS)

As of December 31, 2022, AFL’s assets consisted of steadily growing loans to member local authorities,
and assets, mainly in the form of securities, held in the Company’s liquidity reserve and in Banque de

France deposits.

Excerpts of main assets (IFRS)

In thousands of euros Dec. 31 2022 Dec. 31 2021 Dec. 31 2020 Dec.31 2019 Dec. 31 2018
Loans and customer transactions 4 6%0 415 4 431 048 3 831 563 3 160 500 2 229 911
Securities at fair walue through other comprehensive in T07 306 721 146 614 697 535 900 502 487
Securities held at amortized cost 256 891 205 979 166 Bé4 135 387 175 152
Loans and receivables due from credit institution 93 151 217 554 196 955 110 é32 57 101
Margin calls 177 604 50 195 49 954 79 190 52 841
Ccash and central banks 1 134 411 1175 917 601 746 165 604 121 850
Hedging derivative instruments 912 259 172 881 211 9le 130 857 44 66l

1. Loans granted to local authorities

The loan portfolio, recognized at amortized cost of the assets on AFL’s balance sheet, represents an
outstanding amount of €4,690 million at December 31, 2022 compared to €4,431 million at December
31, 2021 after taking into account the impact of changes in interest rates through hedge accounting.
This portfolio must be supplemented by loans signed but not disbursed and which appear off-balance
sheet, in order to have a full view of AFL’s outstanding loans. At December 31, 2022, the amount of
financing commitments recorded off-balance sheet amounted to €810 million compared to €575 million
at December 31, 2021. Accordingly, at December 31, 2022, total credit commitments to local authorities
carried by AFL amounted to €5,501 million compared to €5,006 million at December 31, 2021. This
apparently modest increase in outstanding loans compared to actual loan production during 2022 is
explained by the impact of increased interest rates on hedge accounting.

The graph below shows the change in the loan portfolio outstanding.
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Outstanding loans at December 31, 2022

million of euro Outstanding signed loans (IFRS)
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AFL lends exclusively to French local authorities, groups of local authorities and local public entities
that are shareholders of AFL-ST. At December 31, 2022, 79% of the loan portfolio was made up of
exposures to the municipal block, a level similar to that at December 31, 2021, of which 42% is to own-
tax groups and 29% to metropolitan areas. Exposure to departments amounted to 9.4%, a fall
compared to the end of the previous financial year, and 7.2% to the regions, an increase on the year.
Exposure to syndicats, eligible for AFL-ST membership since the end of May 2020, continues to grow
rapidly, to 3.8% at December 31, 2022, totalling €198.2 million, compared to €122.8 million at December
31, 2021.

The chart below shows change in exposure by category of local authorities between 2021 and 2022 in
millions of euros and percentage.
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As shown in the chart below, 76% of the loans produced by AFL in 2022 have a maturity of
between 10 and 20 years, including 21% at 15 years, compared to 35% in 2021. 2% of production
was in loans maturing in less than 10 years, against 3% in 2021, and 22% on loans maturing in over
20 years, against 18% in 2021. This breakdown shows a continuation of the trend, begun in 2020,
toward longer average maturity in new loans in 2022.

Breakdown of the production of loans to local authorities by maturity in 2022

Distribution of 2022 loan production by maturity

2%

m < 10 years

= 10 to 14 years
m 15 years

m 16 to 20 years

® > 20 years

The graph below shows, as of December 31, 2022, by category of local authority, the average
maturities and volume-weighted average maturities of AFL loans produced in 2022. There is
considerable consistency from one category to another, with the exception of syndicats and
TPEs whose average loan maturity, weighted or not by volume, is longer than for the other
categories.
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Average maturity of loan production in 2022 by local authority segment (in years)
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2. Liquidity reserve

Other assets in the balance sheet mainly include the liquidity reserve that corresponds to the portion
of the resources not yet distributed in the form of credits and kept to support the liquidity of the bank,
in accordance with the regulatory obligations, AFL’s liquidity policy guidelines and good management
practices.

AFL’s liquidity reserve primarily covers the institution’s cash requirements, with the main aim of
providing liquidity for credit activities, debt service and margin calls that AFL may have to face, due to
the significant use of interest rate and foreign exchange risk hedging instruments in accordance with
its financial policies and management objectives. This liquidity has to be available regardless of market
circumstances, noting that the only financial resources that can be mobilized by AFL are funds raised
on the capital markets.

As of December 31, 2022, the assets comprising the liquidity reserve amounted to €2,192 million
compared to €2,321 million at December 31, 2021. This liquidity reserve is divided into two main
segments:

=  One segment invested in very short-term instruments, and comprising debt securities, deposits on
nostri accounts, term accounts, and deposits with the Banque de France for a total of €1,228
million3;

=  One segment consisting mainly but not exclusively of HQLA-accredited securities, due to their high
rating and high degree of liquidity for a total of €927.1 million®.

5 €1,134 million of central bank deposits, €271 million of bank deposits less €178 million of margin calls paid
6€707 million of securities at fair value through OCI and €257 million of securities at amortized cost
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Due to the investments carried out as part of the liquidity reserve, AFL supports a credit risk on the
issuers of assets that it acquires or exposures that it takes. However, this credit risk is limited in view of
the quality of the counterparties, which all enjoy excellent rating levels from the major rating agencies.
As of December 31, 2022, 80% of the liquidity reserve consisted of so-called “HQLA” assets, with a
predominance of sovereign and supranational agencies, public agencies and development banks. The
remaining 20% mainly represents nostri accounts, term deposits with banks as well as some securities
exposures to the banking sector. The securities acquired as part of the liquidity reserve include
securities issued or guaranteed by the French State, or States of the European Economic Area or third
countries with very high credit ratings, or supranational institutions with high ratings, as well as
securities issued by financial institutions, some of which are guaranteed by European States.

The graphs below show the breakdown of the exposures for the liquidity reserve by type of
counterparty, country, rating and risk class.

Breakdown of liquidity reserve exposures by type of counterparty’
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As shown in the graph below, the assets making up the liquidity reserve relate mainly to French issuers
but also include European and international issuers. The high proportion for France is explained by
deposits with the Banque de France, which represent €1,134 million of the total €2,192 million indicated
above.

Aside from deposits at the Banque de France, the liquidity reserve is highly diversified, particularly the
securities portfolio, which provides strong resilience in market conditions that are severely disrupted
by geopolitics and the tightening of monetary policies.

7 Public developmentcredit institutions (see the European Commission Delegated Act on the Liquidity Coverage Ratio
of October 10, 20144 and CRR2 published on June 7, 2019) are a category of financial institutions eligible for HQLA

classification by virtue of their specific features.
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Breakdown of liquidity reserve exposures by country

Distribution of liquidity exposures by country
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The exposure carried by AFL in its liquidity reserve has very high ratings. Unrated assets correspond to

low-risk exposures to the public sector and term deposits with the banking sector.

Breakdown of liquidity reserve exposures by rating

Distribution of exposures by rating
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3. Margin calls paid

Excluding loans to local authorities and assets in the liquidity reserve, the bulk of the remaining financial
assets on AFL’s balance sheet comprise margin calls on its interest rate and currency hedging
derivatives of €177.6 million against €50.2 million at December 31, 2021. This amount comprises the
IMR® for clearing interest rate swaps at clearing house LCH Clearnet (AFL clears almost all the interest
rate derivatives it contracts), totalling €40 million, and margin calls on cross currency swaps to hedge
foreign currency-denominated instruments on AFL’s balance sheet, totalling €137.6 million. The increase
in margin calls between 2021 and 2022 solely reflects movements in currencies against the euro.

8 Initial margin requirement
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4. Subsidiaries and shareholdings

4.1. Activities of Company subsidiaries and companies under its control

AFL has no subsidiaries or shareholdings in other companies.

4.2. Equity investments and takeovers

AFL had no shareholdings in companies with registered offices in France or abroad during the financial
year ended December 31, 2021.

Nor did AFL control any company as defined by Article L.233-3 of the French Commercial Code at
December 31, 2022. Therefore, no treasury shares are held by a controlled company.

4.3. Cross-shareholdings

AFL did not have to dispose of any shares in order to terminate the cross-shareholdings prohibited by
Articles L.233-29 and L.233-30 of the French Commercial Code.

5. Returns on assets

As AFL’s net income at December 31, 2022 was positive under both French and IFRS standards, the
return on assets was consequently positive. The growth in AFL’s banking activities has led to a
significant increase in outstanding loans to local authorities and, for the third successive year, interest
received net of interest paid covers all of the Company’s current operating expenses, depreciation and
amortization, resulting in an increase in net income. In addition to these revenues, there are non-
recurring revenues, which correspond to capital gains on the disposal of securities and contribute to
AFL’s profitability.

Return on assets, measured as net interest margin as a proportion of the liquidity reserve and net debt
outstanding, was 9.7% at December 31, 2022, compared to 8.1% at December 31, 2021, in an environment
of highly volatile interest rates.

IIIO Balance sheet liabilities and debt management (IFRS)

AFL’s liabilities consist mainly of debts incurred in connection with bonds issued since the beginning of
AFL’s activities that have not yet matured. At the end of 2022, outstanding debt recorded at amortized
cost amounted to €6,589 million, compared with €6,572 million at December 31, 2021, after taking into
account the effect of the changes in interest rates since the issue dates under hedge accounting rules.

After the three AFL capital increases in 2022, subscribed capital stood at €207.6 million, compared with
€196.8 million at December 31, 2021, and IFRS equity capital amounted to €187.3 million, compared with
€179.7 million at December 31, 2021.

Excerpts of the main liabilities (IFRS)

In thousands of euros Dec. 31 2022 Dec. 31 2021 Dec. 31 2020 Dec.31 2019 Dec. 31 2018

Debt securities issue €& 589 082 6 571 730 5 295 982 4 036 974 2 996 909

Equity 187 333 179 €98 149 728 123 854 117 309

Following the decision of IFRIC about software use in Saas mode, equity was modified as at December 31, 2021
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1. Financial debt of AFL

AFL's balance sheet debt portfolio totaled €6,589 million at December 31, 2022 and is made up of bonds
issued by AFL to finance its lending growth and its liquidity reserve in line with its financial policies. The
portfolio consists of benchmark-sized syndicated issues denominated in euros. AFL has held one new issue
of this type each year since its foundation except for 2022 when it held two. Since 2022, it has also held a
syndicated issue denominated in pounds sterling, private placements in either euros or foreign currencies,
including the US dollar, Australian dollar and Swedish krona. The mix of instruments reflects AFL’s
issuance strategy, which prioritises benchmark-sized syndicated issues denominated in euros in order to
establish its name on the markets and so secure access to the financial resources needed for its
development on a sustainable basis, while conducting private placements in euros or foreign currencies,
when demand permits. Private placements are sources of finance that offer a very valuable supplement to
syndicated issues by further diversifying the placement of AFL debt, usually on optimized cost and
maturity terms. The breakdown of the portfolio of public issues denominated in euros is shown in the
charts below.

Breakdown of AFL’s euro issues by region and type of investor
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At December 31,2022, the average life to maturity of AFL’s debt was 5.35 years, compared with 5.30 years
at December 31, 2021. The debt maturity profile is shown in the graph below:
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2. Breakdown of accounts payable

The figures presented below refer to the breakdown at the end of the financial year ended December 31,
2022 of the balance of debts to AFL suppliers, in accordance with Article D. 441-4 of the French

Commercial Code. Accounts payable are characterized by a settlement period of less than 30 days.
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It should be noted that given the nature of AFL’s activities, the figures presented in the table only represent
accounts payable, as AFL’s accounts receivable result exclusively from the loan contracts described in

paragraph II.1 above.

Breakdown of AFL’s accounts payable (amounts including tax)

Total trade payables (including tax in euro)

Dec. 31 2022 Dec.

31 2021

Dec. 31 2020

Dec.31 2019

Dec.

31 2018

888 766 €

1 043 284 €

1 464 312 €

1 101 02¢€

490 B869€

The table below shows the number and amounts excluding tax of supplier invoices received and not yet
paid at the closing date of the financial year. Information on late payments is provided by late payment
tranches as a percentage of the total amount of purchases and revenue during the financial year. The

benchmark terms of payment used to prepare this table are the contractual terms of payment.

The table below shows the number and amounts excluding tax of invoices relating to disputed or
unrecognized payables and receivables.

Invoices overdue during the financial year

Article D.441-6 II

Invoices received having experienced a payment delay during

0 days 1 to 30 d 31 to &0 6l to 90 91 days and | Total invoices
(indicative) 7 ays days days over (1 day or more)
(a) Late payment tranches
Number of invoices concerned 994 37 10 8 19 74
Total amount of invoices concerned excl. tax 7 666 489 € 163 572 € 87 584 € 9 108 € 43 807 € 304 071 €
Percentage of the tétal gmount of purchases 96,19% 2,05% 1,108 0,11% 0,55% 3,81%
excl. tax for the financial year
Per t f rever 1. T for th
Jreentage of revemns exel. fax tor the 55,23% 1,18% 0,63% 0,07% 0,32% 2,193
financial year
(B) Invoices excluded from (A) relating to disputed or unrecognised debts
Number of invoices excluded
Amount of invoices excluded

(c) Reference payment perieds used (co

Commercial Code)

ntractual or legal pericd - Article L.441-6 or Article L.443-1 of the French

Payment periods used to calculate late
payments

Contractual

3. Margin calls received

Excluding debt instruments, the balance of financial liabilities on AFL's balance sheet consists of
margin calls on interest rate hedges that are received from the clearing house, LCH Clearnet. These
margin calls received amounted to €102.4 million at December 31, 2022, compared with €5.4 million
at December 31, 2021. The change is explained by the sharp rise in interest rates. AFL is structurally
a fixed-rate payer and therefore receives margin calls in the event of a rate increase. However, this
structural position is limited as AFL's balance sheet includes a set of payer and receiver interest
rate hedges that broadly offset each other.




® Profit (loss) for the period ended December 31, 2022

The reporting rules and accounting valuation methods comply with the regulations in force.

The annual financial statements were prepared in accordance with French GAAP, unchanged from
the previous financial year, and in accordance with the provisions of the general accounting plan
for credit institutions. AFL also prepared IFRS financial statements, on a voluntary basis, for the
financial year ended December 31, 2022, which are discussed in this report.

Additional explanations are provided in the notes to the annual financial statements.

French GAAP financial statements
Key events of the past financial year

2022 marks a further significant increase in AFL's lending business, in accordance with the
Company’s development trajectory under its 2022-2026 strategic plan. Earnings growth excluding
non-recurring items reflects the strong trend in revenue generation momentum from loan
production since 2015, when AFL began lending, and is attested to by the regular and continuous
increase in the value of loans granted to member local authorities.

The production of medium- and long-term loans by AFL in 2022 amounted to €1,391.5 million
compared to €1,243 million a year earlier. Production rose despite the constraints resulting from
application of the usury rate (official cap on interest rates on loans) and a sharp rise in interest
rates.

At the end of the 2022 financial year, NBl generated by the activity was €13,842 thousand. NBI in
2022 mainly corresponds to a net interest margin of €15,790 thousand, up 24.7% on 2021 (€12,659
thousand), capital gains on the sale of investment securities of €1,467 thousand (€806 thousand in
2021), deriving from management of the liquidity reserve, and provisions for impairment of
investment securities of €3,565 thousand (€360 thousand in 2021). The increase in provisions for
impairment of investment securities was due to the deterioration in credit margins on investment
portfolio securities as a result of the tightening of monetary policy, involving both a surge in key
interest rates and the end of asset purchase programs.

Indeed, in accordance with the principle of prudence that governs French accounting standards,
impairments on short-term investment securities were recorded in 2022. That said, these provisions
cannot be taken as indicators of proven counterparty risk.

The interest margin of €15,790 thousand achieved in 2022 saw a significant change in its
composition due to the end of the period of negative interest rates. The sharp rise in the 3-month
Euribor against which most of AFL's exposures are swapped automatically drove up interest
income on assets, particularly in the loan portfolio where interest income was €31,182 thousand at
December 31, 2022, compared to €3,856 thousand at December 31, 2021. Conversely, interest on
borrowings after hedging interest were again a net cost in 2022, totalling -€18,033 thousand
compared to +€18,909 thousand income at December 31, 2021, when interest rates were negative.

The growth in interest income on the loan portfolio is also partly due to an increase in the total of
outstanding loans and positive returns on rate-hedged loans representing equity capital.

Regarding interest income from management of the liquidity reserve, the rise in interest rates and
their return to positive territory also led to positive returns on assets in the liquidity reserve of
€2,646 thousand, compared to a -€9,834 thousand cost at December 31, 2021.

During the period, management of the liquidity reserve portfolio generated income of €1,467
thousand from the disposal of short-term investment securities, net of €8,617 thousand from
cancelling rate-hedging instruments on the securities sold. For comparison, 2021 generated €806
thousand net capital gains on disposal.

For the financial year ended December 31, 2022, general operating expenses came to €12,428
thousand, compared to €11,292 thousand as of December 31, 2021. They include employee benefits
expenses of €6,152 thousand, against €5,931 thousand at December 31, 2021, and administrative
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expenses of €6,276 thousand against €5,360 thousand at December 31, 2021, after re-invoicing
between AFL and AFT-ST and deferred charges.

The increase in operating expenses is due to the following items:

= A significant increase in taxes and mandatory contributions from €464 thousand to €1,169
thousand at December 31, 2022, compared with €705 thousand at December 31, 2021. The
main factors behind the increase were a €449 thousand contribution to the single resolution
fund (SRF) and, to a lesser extent, a €35 thousand increase in the C3S (companies social
solidarity contribution).

=  Payroll costs rose from €221 thousand to €6,152 thousand at December 31, 2022, compared
with €5,931 thousand at December 31, 2021. This development was mainly the result of
recruitment and a bonus paid to employees to mitigate the effects of inflation.

= External services increased by €375 thousand to €6,491 thousand at December 31, 2022,
compared with €6,116 thousand at December 31, 2021, mainly due to IT costs.

At the end of the financial year, depreciation and amortization was €1,065 thousand compared to
€818 thousand at December 31, 2021, an increase of €247 thousand. This trend in depreciation and
amortization mainly reflects ongoing investment in IT systems.

Net income at December 31, 2022 was €348 thousand, a reduction from the €2,073 reported in
2021 when securities provisions were just €360 thousand provision compared to €3,565 thousand
in 2022.

Revenue generated by AFL’s recurring activities increased rapidly and covered all operating
expenses, depreciation and amortisation for the third consecutive year. At December 31, 2022, the
cost/income ratio, calculated on the basis of AFL's recurring income, was 85.5%, compared with
95.7% at December 31, 2021.

In accordance with the reporting practices of financial institutions, profit (loss) for the period are
presented in the paragraph below in accordance with IFRS. The difference between the French
standards and IFRS mainly concerns deferred tax assets not recognized under French GAAP, hedge
accounting and restatements related to IFRS 16 on leases.

Transition from French GAAP to IFRS

Transition from French GAAP to IFRS (in thousands of euros) 31-déc-22

Net profit under French GAAP 348
IFRS restatements

Cancellation of provisions for unrealized losses on investment securities 3 565
IFRS 9 impairment losses - 404
Hedging inefficiencies of financial instruments 367
Deferred tax adjustments - 1029
Other treatments - 90
Net profit under IFRS 2758
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2.

IFRS financial statements
Key events of the past financial year

2022 marks a further significant increase in AFL's lending business, in accordance with the
Company’s development trajectory under its 2022-2026 strategic plan. Earnings growth excluding
non-recurring items reflects the strong trend in revenue generation momentum from loan
production since 2015, when AFL began lending, and is attested to by the regular and continuous
increase in the value of loans granted to member local authorities.

The production of medium- and long-term loans by AFL in 2022 amounted to €1,391.5 million
compared to €1,243 million a year earlier. Production rose despite the constraints resulting from
application of the usury rate (official cap on interest rates on loans) and a sharp rise in interest
rates.

At the end of the 2022 financial year, NBl generated by the activity amounted to €17,569 thousand
compared to €13,960 thousand at December 31, 2020. NBI in 2022 mainly corresponds to a net
interest margin of €15,602 thousand, up 22.7% on 2021 (€12,715 thousand), capital gains on the
disposal of investment securities of €1,467 thousand (€806 thousand in 2021), after elimination of
hedging items, and net income from hedge accounting of balance sheet items of €367 thousand (-
€631 thousand net loss in 2021).

The interest margin of €15,790 thousand achieved in 2022 saw a significant change in its
composition due to the end of negative interest rates. The sharp rise in the 3-month Euribor against
which most of AFL's exposures are swapped automatically drove up interest income on assets,
particularly in the loan portfolio where interest income was €31,182 thousand at December 31, 2022,
compared to €3,856 thousand at December 31, 2021. Conversely, interest on borrowings after
hedging interest were again a net cost in 2022, totalling -€18,033 thousand compared to a +€18,909
thousand gain at December 31, 2021, when interest rates were negative.

The growth in interest revenue on the loan portfolio is also explained by an increase in the total of
outstanding loans and positive returns on rate-hedged loans backing the equity.

Regarding interest income from management of the liquidity reserve, the rise in interest rates and
their return to positive territory also led to positive returns on assets in the liquidity reserve of
€2,477 thousand, compared to a -€9,773 thousand cost at December 31, 2021.

During the period, management of the liquidity reserve portfolio generated income of €1,467
thousand from the disposal of short-term investment securities, net of €8,617 thousand from
cancelling rate-hedging instruments on the securities sold. For comparison, 2021 generated €806
thousand net capital gains on disposals.

Net income from hedge accounting of €367 thousand represents the sum of fair value differences
in hedged items and their hedges. These differences included -€984 thousand from the valuation
differential charges on instruments classified as macro-hedges, +€5,455 thousand from the
valuation of instruments classified as micro-hedges and -€4,108 thousand to expenses from debts
classified as micro-hedges.

There are still unrealised valuation differences between the hedged items and hedging instruments,
partly stemming from a market practice that led to the recognition of a valuation asymmetry
between the daily collateralized hedging instruments, which are discounted on the basis of the
€STER curve, and the hedged items, which are discounted on the basis of the Euribor curve. Under
IFRS, this requires the recognition of a hedge inneffectiveness in the income statement. However,
it should be noted that this corresponds to latent income.

For the year ended December 31, 2021, general operating expenses came to €12,513 thousand as
compared to €11,517 thousand for the previous year, once restated for the effect of applying the
IFRIC decision on software used in SaaS mode. They include €6,124 thousand in employee benefits
expenses, compared with €5,906 thousand in 2021. General operating expenses also include
administrative expenses of €6,389 thousand compared with €5,611 thousand at December 31, 2021,
after adjusting for re-invoicing between AFL and AFT-ST and the change in SaaS accounting
methods resulting from the IFRIC decision.

The increase in operating expenses is due to the following:

= A significant increase in taxes and mandatory contributions from €464 thousand to €1,169
thousand at December 31, 2022, compared with €705 thousand at December 31, 2021. The
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increase reflects a €449 thousand increase in the contribution to the SRF and, to a lesser
extent, a €35 thousand increase in the C3S (companies social solidarity contribution).

= 2022 also saw an increase in payroll costs, largely due to new recruitment, and a slight
increase in external services costs. However, these increases remain under control.

At the end of the financial year, depreciation and amortization amounted to €866 thousand
compared to €753 thousand at December 31, 2020, a decrease of €116 thousand. Depreciation and
amortization allowances for the period take into account restatements arising from the IFRIC
decision on IT implementation costs which came into force from January 1, 2022. The 2021 figure
of €753 thousand for depreciation and amortization retrospectively applies the change in method
in order to communicate comparable information. Without this adjustment to provisions it was €971
thousand.

Regulatory impact aside, the change mainly corresponds to continued investment in the credit
chain, data pool, third-party database, development of regulatory reporting and the dedicated
information system for the market transaction processing chain.

After depreciation and amortization, gross operating income as of December 31, 2022 stood at
€4,190 thousand, compared to €1,690 thousand at December 31, 2021, after adjusting for the
change in accounting methods.

The cost of risk relating to ex-ante impairments for expected losses on financial assets under IFRS
9 increased by €404 thousand compared to €95 thousand for 2021. This resulted in cumulative
IFRS 9 provisions of €1,275 thousand at December 31, 2022 compared to €871 thousand at
December 31, 2021, or 1.7 basis points versus 1.2 basis points. Aside from the effect of a larger
balance sheet, this increase reflects the deterioration in the economic environment and credit risk
in general, even though the loans to local authorities and securities that AFL holds on its books are
naturally low risk.

At December 31, 2022, AFL had total deferred tax assets (DTA) of €6,641 thousand, against €5,374
thousand at December 31, 2021. The increase mainly derives from restatements on consolidation of
transactions over the period, including €218 thousand for adjustments arising from the IFRIC
decision. DTA arising from tax losses carried forward since the creation of the AFL decreased to
€4,793 thousand, from €4,944 thousand at December 31, 2021.

AFL ended the 2022 financial year with net income of €2,758 thousand, compared to €1,609
thousand at December 31, 2021, restated for application of IFRIC 2021 on the treatment of
configuration and customization costs in SaaS arrangements.

Excluding exceptional items, revenue generated by AFL’s recurring activities increased and
covered all operating expenses, depreciation and amortization for the third consecutive year. At
December 31, 2022, the cost/income ratio, calculated on the basis of AFL's recurring income, was
85.7%, compared with 95.2% at December 31, 2021.

Proposed allocation of profit

It has been proposed that entire net income for the financial year ended December 31, 2022 (annual
financial statements prepared in accordance with French standards), which amounted to €348,393,
be allocated to retained earnings.

. Dividends distributed (Article 243 bis of the French General Tax Code)

No dividends are distributed in respect of the financial year ending December 31, 2022 and none
were distributed over the previous three financial years.

Non-tax-deductible expenses (Articles 39-4 and 39-5 of the French General
Tax Code)

During the financial year ended December 31, 2022, AFL incurred no expenses as defined by
Articles 39-4 and 39-5 of the French General Tax Code.
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® Risk management

1. Risk appetite

Since its creation, the AFL Group has set up a comprehensive risk management system aimed at
identifying, measuring, managing and controlling all types of risks weighing on its activity. This system
covers all risks to which the AFL Group is subject.

Risk appetite represents the level of risk that the Group is prepared to take in order to be able to
achieve its strategic objectives. The AFL Group’s risk appetite is conservative; AFL, like comparable
institutions in Northern Europe, conducts its lending activities to French local authorities while limiting
all the risks associated with its activity. Reviewed annually, the risk appetite is validated by the AFL-
ST Board of Directors and the AFL Supervisory Board.

Risk appetite includes a risk management system based on limits and is translated into financial
policies. The internal capital adequacy and liquidity assessment processes make it possible to assess
the sensitivity of the AFL Group’s risk situation to contingencies.

The AFL Group has a parent company - AFL-ST - which has a limited investment portfolio based on a
prudent investment policy and strictly defined limits. Most of the activities and risks are located in AFL
itself, which is the lending institution.

The main characteristics of the AFL Group’s risk appetite are as follows:

Credit risk on French local authorities

All French local authorities - regions, departments, municipalities - their groups and local public bodies
regardless of their size - can join Agence France Locale, provided they have a sound financial position.
This financial position is assessed on the basis of an AFL internal rating system and, since May 2020,
on the basis of two criteria established by decree.

The two criteria established by decree for a local authority to be a member of AFL are as follows:

= |ts debt reduction capacity calculated over an average of three years must be less than a
threshold of 9 years for the regions and single local authorities, 10 years for the departments,
and 12 years for the municipalities and groups.

= |f the first criterion fails to meet the decree threshold, recurring cash flow over a three-year
average must be less than 100%.

A local authority can only join Agence France Locale and receive loans from it if its financial score is
between 1 and 5.99 inclusive; the financial score is calculated according to AFL’s own methodology
validated by the AFL-ST Board of Directors on a scale ranging from 1 (best score) to 7.

The following limits govern the granting of a loan.

AFL offers its members a range of simple loans: medium- and long-term fixed-rate or variable-rate
loans over the entire term of the loan, with or without a mobilization phase, and cash lines. The
distribution of any structured product is prohibited. Shareholder membership of AFL-ST is a necessary
but not sufficient condition to obtain a loan from AFL. In particular, member local authorities with a
final rating of 6 or more will not receive any loan from AFL.

The outstanding debt granted to a local authority by AFL is limited to an amount that may not exceed
80% of the total outstanding debt of the local authority (except for local authorities for which the
amount of debt is less than €10 million) with a decreasing ceiling according to the rating.

The average rating weighted by the outstanding amounts of the loan portfolio must be less than 4.5.

The average maturity of the loan portfolio weighted by outstandings must be less than 20 years; on an
exceptional basis, AFL will grant loans with a maturity of up to 30 years or even 40 years.
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Credit risks related to the liquidity reserve

The investment of securities in the liquidity reserve follows strict rules. The management of the liquidity
reserve has two objectives:

=  Ensure AFL’s liquidity in all circumstances, in order to be able to deal with all cash outflows
related to its banking activity, regardless of market conditions;

=  Protect AFL’s earnings under risk management constraints, by preventing liquidity carrying
from being impaired.

To this end, the liquidity reserve is mainly invested in bonds and money market securities issued by
sovereigns, supranationals, public agencies and local authorities in the European Economic Area and
North America, covered bonds as well as in bank securities and deposits. Additional sources of
diversification are possible to a limited extent:

= |nvestment in securities of the same sectors outside the European Economic Area and North
America;

= |nvestment in the securities of other public sector issuers;

= |nvestment in securities of public sector issuers with less liquidity or not rated for a limited
portion of the liquidity reserve.

Authorized issuers must have a rating of at least A- on the S&P scale.

The average life to maturity of the reserve is limited to three years. Depending on their category, rating
and geographical area, the maximum maturity of eligible securities is variable and less than or equal to
10 years; this limit is 15 years for the best-rated securities whose issuers belong to the sovereign,
supranational and public agencies sector.

The main limits to which the management of the reserve is subject are as follows:

=  Exposure to issuers not domiciled in the European Economic Area or North America is limited
to 25% of the reserve;

=  Exposures to banks (excluding those guaranteed by sovereigns) are limited to 30% of the
liquidity reserve;

= |nvestment in covered bonds is limited to 25% of the reserve;

=  Exposure to securities issued by public sector companies and entities is limited to 30% of the
reserve;

= The liquidity reserve comprises a maximum of 25% of securities in foreign currencies;

=  For liquidity purposes, at least 70% of the liquidity reserve is made up of assets of very high
credit quality and very high liquidity (known as “HQLA” for “High Quality and Liquidity Assets”);

This management - although defensive - cannot exclude the default of a counterparty or an issuer.

The hedging of interest rate risks in place leaves AFL exposed to the spread risk of the securities in
the reserve, which reflects changes in the credit risk of issuers. This risk is likely to weigh on the bank’s
regulatory prudential capital through the possible existence of unrealized capital losses.

Liquidity risk

As AFL refinancing is totally dependent on the financial markets, AFL has a particularly conservative
liquidity policy. AFL’s financial strategy in terms of liquidity is based on three areas, the purpose of
which is to limit the three components of liquidity risk: illiquidity risk, financing risk and liquidity
transformation risk:

= The establishment of a significant liquidity reserve.

- AFL has a liquidity reserve at its disposal at all times, the size of which represents one year
of activity. The tool used to measure this objective is the NCRR (or “Net Cash Requirement
Ratio”), which verifies that the reserve of liquid assets is sufficient to meet foreseeable needs
over a rolling 12-month horizon. The minimum that AFL intends to achieve is 100%, with a
range of 80-125%.

- In order to secure the repayment of future medium- and long-term issues three months in
advance, AFL undertakes to hold an amount of cash in its Banque de France account
corresponding to the debt repayments for the period net of certain cash inflows.

- At the same time, the regulatory LCR ratio must be respected (“Liquidity Coverage Ratio”);
this makes it possible to verify that the AFL reserve enables it to meet its 30-day liquidity
requirements under stress assumptions. The regulatory requirement is 100%.
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= A diversified financing strategy.

- Agence France Locale pursues an issuance strategy that aims to diversify its sources of
financing by type of investor, maturity, geographical area and currency in order to avoid
any excessive concentration of refinancing falls and to limit its financing risk. These issues
mainly comprise bonds traded on a regulated market, in the form of benchmarks or private
placements, under an EMTN (Euro Medium Term Note) program, but also, and to a lesser
extent, money market negotiable debt securities, under an ECP (Euro Commercial Paper)
program. AFL may also issue debt repayable before maturity for a maximum of 10% of its
liabilities.

= Limiting the transformation of the statement of financial position;

— The statement of financial position includes amortizable loans on its assets side and debts
on its liabilities side, in both cases hedged against interest and exchange rates. Unlike the
loans on the assets side, the debts on the liabilities side are not amortizable, so AFL is
subject to a transformation risk or price risk in liquidity. AFL severely limits its
transformation, measured by two ratios:

« Difference in average life to maturity or “ALT gap” corresponds to the average
maturity difference between assets and liabilities and measures the transformation
practised by AFL; business will be managed to limit this difference to one year with
an additional buffer for limited periods raising the limit to 2 years to absorb any drift
in this indicator during the production of end-of-year loans. The gap will return to 12
months by June 30 of the following year.

* The “Net Stable Funding Ratio” or “NSFR” compares AFL’s stable funding (at more
than 12 months) to long-term funding requirements. The regulatory requirement is
100%.

This policy, while conservative, cannot fully protect AFL from liquidity risks. It remains sensitive, for
example, to refinancing risk, i.e. the risk of not being able to raise resources at competitive levels for long
maturities, or to the liquidity risk associated with the margin calls inherent in the hedging derivatives
required for its hedging policy.

Interest rate and foreign exchange risks

AFL does not want the income generated by its activity or its equity capital to be sensitive to interest
rates or exchange rates. To this end, AFL has implemented an almost systematic policy of hedging its
statement of financial position instruments via derivatives.

The systematic subscription, at the time of issues or investments in currencies, of swaps relating to
currencies - in mirror - reduces the entire AFL statement of financial position to a single exposure to the
euro.

AFL hedges almost all fixed-rate items on its balance sheet to variable rates using either a 3-month Euribor
benchmark or, to a limited extent, an €ster basis by arranging interest-rate swaps, with the exception of
an unhedged exposure envelope including, in particular, fixed-rate loans, certain bridging loans, certain
securities in the reserve and a liability envelope of unhedged debts issued by AFL.

These policies enable AFL to largely limit the sensitivity of its income and equity capital to changes in
interest rates or exchange rates, but they do not completely reduce the sensitivity of the Group. In
particular, the statement of financial position remains sensitive to changes in interest rates when they are
in negative territory, to the ineffectiveness of the hedges put in place, and to the basis risks between the
various rates to which statement of financial position items remain exposed. They also have the effect of
transforming the foreign exchange or interest rate risks to which AFL is initially exposed into a
counterparty risk due to the resulting exposures on the counterparties of the swap contracts and a liquidity
risk related to margin calls. The counterparty risk associated with hedging transactions is mainly limited
by the fact that exposures related to these hedging transactions are collateralized to the first euro and by
the fact that a large proportion of these transactions are processed through a clearing house.

The sensitivity to interest rate risk is governed by the regulatory indicator of the sensitivity of the net
present value of the economic value of AFL to a change in interest rates.

In the event of a change in rates of plus or minus 2%, the change in the AFL Group’s net present value
must not change by more than 15%.
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Non-financial risks

The non-financial risks to which AFL is exposed consist of operational risks (loss related to a defect in
processes, people, systems or external events), non-compliance risk, legal risk and reputational risk.

Due to its public banking model, AFL has a very low appetite for all of these non-financial risks. This very
low appetite does not prevent the possible materialization of non-financial risks, which are inseparable
from the completion of AFL transactions, particularly in the context of a sharp increase in volumes traded.
To illustrate this appetite for non-financial risks of AFL, the following points will be noted:

AFL has set itself the objective of setting the deductible of its main insurance policies at a percentage of
its net banking income, while ensuring coverage of a majority of the types of feared events that could lead
to extreme losses, this within the limit of a ceiling.

In accordance with regulations, AFL has set up a system for the systematic analysis of operational incidents
which provides for the reporting of significant incidents to the supervisory bodies according to criteria set
by them and reviewed every year. The threshold for reporting significant incidents is set at €500 thousand,
a level that is more conservative than the minimum level required by the regulations.

Calculated according to the standard regulatory approach, the equity capital requirement for operational

risk represents 15% of the average of its last three years’ net banking income and amounted to €3,400
thousand at December 31, 2022.

Solvency and leverage ratio floor requirements

In order to have sufficient capitalization, the AFL Group undertakes to comply with a minimum level of
equity capital according to its statement of financial position size as well as the level of its risk-weighted
assets.

The AFL Group is committed to maintaining a solvency ratio above 12.5%.

As a public development lending institution, AFL undertakes to maintain its leverage ratio (the so-called
“leverage ratio of public development lending institutions”, which allows for the deduction from the
denominator of medium to long-term loans granted to local authorities) at the regulatory floor of 3%.

In addition, AFL imposes a leverage ratio limit according to the traditional formula of 2.25%.

2. Description of the main risks and uncertainties faced by AFL

This section describes the main risk factors which could, according to AFL’s estimates at the date of this
report, impact AFL’s activity, financial position, reputation, results or outlook.

The risks specific to the business are presented by main categories, in accordance with Article 16 of
Regulation (EU) No. 2017/1129 known as “Prospectus 3” of June 14, 2017, as amended.

Within each of the risk categories listed above, the risk factors that AFL considers the most important are
listed first. The exposure figures presented provide information on AFL’s degree of exposure but are not
necessarily representative of future risk trends.

1. Strategic risk

A. The global economic, financial and political environment in countries and markets where AFL
does business or raises finance may have a significant impact on AFL’s business and financial
position and net income

AFL, which is a specialized credit institution exclusively financing French local authorities, could be
strongly affected by a significant deterioration in the global economic, financial, political or geostrategic
environment and that of the countries and markets in which it carries out its activities, in which it refinances
itself or in which it invests its cash.

Since February 2022, Russia has been at war with Ukraine. The war has had significant impacts on
geopolitics and the economies and internal politics of many countries, including some where AFL operates.

Invested mainly in sovereign debt securities, supranational entities or state agencies with high credit
ratings, AFL’s liquidity portfolio, which is also diversified, has no exposure to Russian or Ukrainian issuers
and exposure of less than €25 million to issuers in countries neighboring Russia or Ukraine. AFL’s liquidity
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position is also satisfactory: the liquidity reserve amounts to more than €2.1 billion, of which €1 billion in
deposits only at December 31, 2022, thus enabling it to cover close to 10 months of activity without any
call on the market.

In 2022, many countries experienced high inflation linked to the revival of supply chains post-Covid and
the Russo-Ukrainian war. To prevent the emergence of wage-price spirals, central banks, including the
European Central Bank increased their policy rates and began to withdraw non-conventional monetary
policy measures. This context generated a general increase of yield curves. At the same time, a number of
measures have been put in place by governments - including France - to protect economic actors,
particularly consumers, from the immediate effects of energy price increases. This held back the expected
revival in growth and drove up national debt in many states - including France - already impacted by the
Covid crisis.

The impacts in terms of risks for AFL are of various kinds:

e The consequence of inflation was to increase operating expenses for economic actors -
governments, local authorities and AFL - and impact their financial position and profitability;
if a wage price spiral takes hold, inflation could continue to push up costs and impact their
financial position and, as far as AFL is concerned, their profitability.

e Due to the residual exposure of its balance sheet to interest rates, the result of AFL
benefited from the increase in interest rates observed over the year. If this exposure
continues and rates fall it could affect the results of AFL.

e The interest rate movements coupled with rising deficits and public sector debt helped to
push up the spreads paid by French sovereign and quasi-sovereign issuers. The gradual
cessation of central bank asset buyback programs, in particular that of the European Central
Bank could weigh on the spread of sovereign issuers and indirectly on that of the AFL.

e This situation raised the cost of AFL's resources, which depends solely on the financial
markets. AFL, whose activity of granting medium- long-term loans to local and regional
authorities depends on its ability to raise finance on capital markets, could be severely
affected by any situation that increases the costs of medium- long-term loans to members,
thereby eroding its competitive position and, in all likelihood, affecting its financial positions
and the results of its business.

e If spreads continue to widen, it is likely to increase the unrealized losses in the portfolio and
weigh on AFL’s prudential capital.

e Due toits significant level of debt, credit rating agency Standard & Poor's put France rating
on negative watch. A downgrade cannot be ruled out, which could weaken AFL's credit
rating and raise the costs of accessing resources.

It is currently difficult to forecast how this situation will develop.

In 2022, AFL's cost of risk, taking into account the deterioration of the environment, was €404
thousand, up on 2021, for cumulative provisions of €1,276 thousand on total loan outstandings and
represents 1.7 basis points of exposure. Given the strong uncertainties related to the war in Ukraine,
AFL’s cost of risk - while remaining limited due to the quality of the issuer’s exposures - could
increase in 2023 as it is calculated on the basis of a model incorporating forecasts on the
macroeconomic outlook.

As regards the financial position of local and regional authorities, early indicators released by the
Ministry of Finance show that the local public sector accounts will be in good overall shape in 2022.
That said, the picture seems to be mixed between and within different segments of local authorities.
In terms of the outlook for financial year 2023, the budgetary constraints linked to the rise in the
index that sets compensation for public officials based on inflation will persist but will be offset -
at least partially - by the dynamism of some direct and indirect tax revenues indexed to the same
inflation (record increase in property tax bases and rising VAT revenues).
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Many unknowns remain for 2023, particularly regarding the expected budgetary contribution by
local and regional authorities who are called on to help restore France's public finances. The 2023-
2027 public finance programming bill presented in the autumn of 2022 and not yet adopted
includes a drive to control the operating expenses of local and regional authorities by capping them
at inflation -0.5%, although no penalties are specified for breaching the cap. Finally, a conference
on public finances was announced by the Minister of Economy and Finance, to be held in May 2023.
This conference will review public spending (central government, social security and local
authorities) and identify the savings to be made to keep public finances on track.

More generally, AFL’s exposure to the French local public sector also exposes it to risks from the
economic and social situation in France, which may influence the member local authorities’
budgets, and to risks from changes in public policies (local or national) relating to the local
authority financing, which are likely to restrict the debt capacity of member local authorities and
reduce their budgets. Both of these could significantly affect AFL’s loan production.

B. The competitive environment could impact AFL’s activities; this may not drive the expected
interest among local authorities. AFL carries out these activities for the exclusive benefit of its
member local authorities and therefore has no ability to diversify.

Existing and/or growing competition in the local public sector financing market, particularly from players
such as the LBP-SFIL-CAFFIL-CDC group, BPCE group and Crédit Agricole group could lead to (i) AFL’s
profit margins being sharply reduced and (ii) the production of new loans for AFL being very limited, which
would negatively affect AFL’s net banking income.

Although AFL was created by law and satisfies a strong and consistent demand in recent years by a
significant number of local authorities, the development of AFL’s activities depends on interest in the
model used by AFL for local authorities. In 2022, AFL accounted for a market share estimated at 51% of
its members’ financing needs.

Development could be affected by the reluctance of local authorities to become members of Agence
France Locale, which requires them to become shareholders of AFL-ST, make capital contributions and
act as guarantors under the member guarantee, or by the restrictions they may be subject to on the use
of debt.

A lack of interest from local authorities could delay the acquisition by AFL of the equity capital necessary
for the development of its activity, and in the absence of sufficient ICC payments, jeopardize its
sustainability.

In accordance with Article L.1611-3-2 of the French General Code Local and Regional Authorities Code, AFL
carries out these activities for the exclusive benefit of its member local authorities and therefore has no
prospect of diversification. Even though the number of member local authorities of the Agence France
Locale Group has grown consistently, if the market for funding local authorities loses its appeal, AFL may
not be able to develop an alternative activity, which could jeopardize its sustainability.

C. AFL js supervised by the prudential control authority and subject to a constantly changing
regulatory framework, which could have an impact on its financial position.

AFL was approved by the French Prudential Supervision and Resolution Authority (ACPR) on January 12,
2015 as a specialized credit institution. This authorization is essential to the exercise of AFL’s activity. This
authorization subjects AFL to a certain number of regulatory requirements, including the obligation to
comply with specific textual provisions and prudential ratios.

Changes in the regulatory framework may disrupt the forecasts made by AFL as part of its business plan,
strengthen some of its obligations and therefore negatively impact its results.

Directive 2014/59/EU of May 15, 2014, as amended (the “RRD”), and Regulation No. 806/2014 of July 15,
2014 as amended by Regulation (EU) 2019/877 of May 20, 2019 on the single resolution mechanism (the
“SRM”), establish a framework for the recovery and resolution of lending institutions and investment firms
that aims to enable a wide range of actions that may be taken by the competent regulatory authorities in
connection with lending institutions and investment firms that are considered to be at risk of default. The
objective of the RRD is to provide the resolution authorities, including the ACPR in France, with common
and effective tools and powers to preventively tackle banking crises, preserve financial stability and
minimize exposure of taxpayers to losses. The resolution powers granted to the authorities by the RRD
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and the SRM are divided into three categories: (i) powers to take preparatory measures and plans to
reduce the risk of potential problems arising; (ii) if problems arise in an institution, powers to stop the
deterioration of the situation, so as to avoid insolvency; and (iii) if the insolvency of an institution is a
matter of concern to the public interest, powers of reorganization or orderly liquidation while preserving
critical functions and limiting exposure as far as possible to taxpayers’ losses.

The SRM Regulation provides for the application of several resolution instruments that can be used
separately (subject to the separation of assets, which can only be implemented together with another
resolution instrument) or together, if the authority resolution considered that (a) the default of AFL or
Agence France Locale Group is proven or foreseeable, (b) there is no reasonable prospect that another
private measure or supervisory action would prevent the default within a reasonable period of time and
(c) a resolution measure is necessary in the public interest.

Article 22 of the SRM Regulation lists the following resolution mechanisms:

= Disposal of activities - allows resolution authorities to sell under normal conditions either the
institution itself or all or part of its activity, without the consent of the shareholders and without
complying with the procedural requirements that would apply in normal times;

= Bridge institutions - allows resolution authorities to transfer all or part of the institution’s activities
to the “bridge institution” (an entity under public control);

=  Separation of assets - allows resolution authorities to transfer impaired or toxic assets to a structure
that can manage and, ultimately, restore them; and

= Bail-in - allows resolution authorities to write down certain subordinated and non-subordinated
debt (including principal and interest on the notes) of a defaulting institution and/or convert them
into equity securities, the latter may then also be subject to other reduction or impairment
measures. The resolution authority must apply the impairment and conversion powers first to
Common Equity Tier 1 (CET1) instruments, then to Additional Tier 1 equity capital instruments, and
finally to Tier 2 instruments and other subordinated receivables to the extent necessary. If, and only
if, the total reduction thus made is less than the amount sought, the resolution authority will reduce
the unsubordinated debt of the institution (including the principal and interest on the Notes) by
the necessary proportion.

The level of minimum capital requirements and eligible liabilities of each lending institution is determined
by the Resolution College on the basis of the following criteria: the need for the resolution measures taken
to fully meet the objectives of the resolution; the need, where applicable, for the lending institution to have
a sufficient amount of eligible liabilities to ensure that losses can be absorbed and that the basic equity
capital requirement of the lending institution subject to a resolution procedure can be brought to the level
necessary for it to continue to fulfill the conditions of its authorization and to carry out the activities for
which it was authorized and to ensure that the markets have sufficient confidence in this lending institution;
the size, business model, financing model and risk profile of the lending institution; the negative effects on
the financial stability of the default of the lending institution in question, due in particular to the contagion
effect resulting from its interconnection with other institutions or with the rest of the financial system.

The Agence France Locale Group has already imposed an internal solvency ratio limit of 12.5% since its
creation.

On December 21, 2021, the ACPR notified the Agence France Locale Group of its obligation to hold equity
capital enabling it to comply with a total prudential capital requirement of 9.25% including:

e A minimum capital requirement of 8%; and
e An additional equity capital requirement (Pillar 2) of 1.25%.

In addition, the AFL Group is required in principle to hold equity capital enabling it to comply with the
capital conservation buffer requirement set at 2.5%.

The countercyclical buffer rate currently applicable to French exposures is 0%. On April 7, 2022, the HCSF
decided to raise the countercyclical buffer rate to 0.5%. Banks will have to comply with the new
requirement from April 7, 2023.

Due in particular to its risk profile and its activity, the liquidation strategy has been selected as the
resolution strategy for the Group. The MREL requirement is therefore set at 11.75%, limited to the loss-
absorbency requirement calculated as the sum of capital requirements. At December 31, 2022, prudential
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capital stood at €185.7 million. Given the credit quality of the assets carried by the Agence France Locale
Group, the solvency ratio was 15.57% on a consolidated basis.

The powers granted to the resolution authorities, or non-compliance by AFL with the minimum
requirements for capital and eligible liabilities, could influence the way it is managed as well as its financial
position and its business plan.

Failure to comply with regulatory requirements could also require AFL to implement one or more
reinstatement measures or even lead to the revocation of AFL’s authorization and jeopardize the
sustainability of AFL’s existence.

2. Financial risks

A. AFL is exposed to liquidity risk in its three aspects:

= Liquidity price risk: this is the risk of a deterioration in the refinancing conditions of certain assets
that could generate a loss in net banking income due to a maturity mismatch between the assets
refinanced and the liabilities; this mismatch most commonly occurs with assets whose maturity is
longer than the liabilities.
At December 31, 2022, the ALT gap between AFL’s assets and liabilities was 1.27 years and the
NSFR ratio was 144%;

= Financing risk: this is the risk that AFL will be unable to raise the necessary liquidity to meet its
commitments and the financing needs related to its development
As of December 31, 2022, AFL had a liquidity reserve of €2,192 million, enabling it to meet its cash
flow requirements for more than 10 months®. The regulatory 30-day liquidity ratio (LCR) stood at
500%;

= |lliquidity risk: this is the risk of a disruption in short-term cash flow, related in particular to the risk
that AFL may be unable to sell an asset on a market without loss.
At December 31, 2022, on the portfolio of financial assets at fair value through other comprehensive
income alone, the net carrying amount of which was €707 million, the impact of gains and losses
recognized directly in equity amounted to -€1,546 thousand net of deferred tax assets and
liabilities.

Note that AFL's liabilities do not consist of sight deposits but of market finance.

AFL has had access to TRICP (Traitement Informatique des Créances Privées), which provides it with a
line of credit, available at any time, from the Banque de France, by mobilizing its medium- to long-term
loans. Nevertheless, if AFL were to experience, for example, an unexpected outflow of cash or assets
pledged as collateral (e.g. assets pledged as part of its interest rate or foreign exchange derivative
transactions) and/or if it could not access the debt market on terms deemed acceptable for an extended
period, its financial position could be adversely affected.

A deterioration in economic conditions (see risk factors section 1.A ci-dessus) or a lack of interest by local
and regional authorities in the products offered by AFL (see risk factors section 1. B ci-dessus), or an
operating loss could also lead to a downgrade of AFL's credit rating affecting its access to funding, which
would in turn impact its financial position.

B. Changes in interest rates and exchange rates are likely to adversely impact AFL’s financial
position.
Interest rate risk

Interest rate risk includes the risk that AFL will suffer losses due to unfavorable changes in interest rates
due to all of its balance sheet and off-balance sheet transactions, in particular in the event of a mismatch
between the interest rates generated by its assets and those arising from its liabilities.

In order to protect itself from interest rate risk, AFL entered into hedging contracts.

9 Estimated by AFL on the basis of AFL’s central business plan scenario
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AFL’s interest rate risk hedging policy consists of micro-hedging or quasi-systematic macro-hedging of
borrowings, loans granted by AFL and securities held in the liquidity reserve to swap them into variable-
rate instruments indexed to 3-month Euribor, or to swap debt issued by AFL into variable-rate instruments
indexed to €STR. The hedging in place protects AFL against a uniformrise in the yield curve and generates
a liquidity risk - depending on changes in interest rates - due to margin calls as well as a credit risk on
swap counterparty bank or the LCH Clearnet clearing house.

At December 31, 2022, the interest rate hedging strategy resulted in an outstanding notional amount of
swaps of €12.9 billion. The amount of margin calls paid net of margin calls received on interest rate
derivatives was €62.4 million.

Nevertheless, there remains an exposure to interest rate risk that may result in particular from (i) the use
of a portion of AFL’s equity capital in loans granted to local authorities, which may be either rate-hedged
or unhedged, or (ii) certain short-term positions and (iii) the indexation gap between certain assets - in
particular AFL deposits at the Bangue de France with overnight interest, which at December 31 amounted
to €1,135 million - and the bank’s liabilities.

As a result, a change in rates could have a negative impact on its future results and on the net present
value of AFL.

At December 31, 2022, the sensitivity of the net present value (NPV) of AFL’s equity capital was +0.00%
assuming a parallel shift of more than +100 basis points and +0.20% assuming a shift of +200 basis points
in the yield curve.

Rate scenario 31/12/2022 31/12/2021 Limit

+200 bps 0,20% 4,40% 15,00%
+100 bps 0,00% 2,19% 15,00%
- 100 bps 0,23% 2,18% 15,00%
- 100 bps (floor) 0,23% 0,13% 15,00%
- 200 bps 0,73% -4,33% 15,00%
- 200 bps (floor) 0,73% 0,13% 15,00%

AFL implemented scenarios for calculating the sensitivity of the net present value (NPV) of its equity
capital to assumptions of interest rate risk in the banking book (IRRBB). The table below shows NPV
sensitivity to the various scenarios at December 31, 2022.

Rate scenario 31/12/2022 31/12/2021 Limit
Parallel shock up + 200 bps 0,20% 4,40% 15,00%
Parallel shock down - 200 bps 0,73% -4,33% 15,00%
Short rates shock up 4,12% 6,08% 15,00%
Short rates shock down -4,24% -6,27% 15,00%
Steepener shock -4,28% -4,30% 15,00%
Flattener shock 4,40% 5,06% 15,00%

During 2022, the sensitivity of AFL’s net present value to various scenarios of interest rate changes
remained less than 15% of equity capital.

Due to the rate-sensitivity of the IFRS value of AFL's exposures, a decrease in long-term yields could impair
AFL's solvency ratio.

Foreign exchange risk

Foreign exchange risk includes the risk that AFL may incur losses on borrowed or loaned assets in
currencies other than the euro.

In order to protect itself from foreign exchange risk, AFL entered into hedging contracts. AFL’s policy aims
to hedge this risk systematically through the implementation of micro-hedging currency swaps. As a result,
assets and liabilities denominated in currencies other than the euro are systematically swapped into euros
when recorded on the statement of financial position and until their final maturity.

At December 31, 2022, the notional outstanding amount of currency swaps stood at €1.18 billion. The
hedges implemented introduce a liquidity risk, based on margin calls sensitive to changes in currency rates,
as well as a credit risk on the swap counterparty banks. The amount of margin calls paid net of margin
calls received on these hedging instruments was €137.3 million at December 31, 2022.

38



C. AFL is exposed to the credit risk of its borrowers and counterparties.

The credit risk of its borrowers

Pursuant to Article L.1611-3-2 of the French General Local and Regional Authorities Code, AFL carries out
its activities for the exclusive benefit of the local authorities that are shareholders of AFL’s parent company
and guarantors of the debt securities issued by AFL up to the amount of their respective medium- to long-
term loans outstanding (the member authorities). As of December 31, 2022, total credit commitments to
local authorities by AFL amounted to €5,192 million.

In accordance with the Commitment and Proximity Act, the member local and regional authorities are all
local authorities, their groups and local public institutions. As of the date of this report, no local public
institution is a member of AFL.

The breakdown by credit rating of AFL’s portfolio of loans to local authorities shows a diversified and high
quality portfolio.

At December 31, 2022, this portfolio was more than 29% exposed to local authorities with ratings between
1 and 2.99. The five largest exposures represent 16% of the portfolio. The first exposure represents 3.45%
of the portfolio and the fifth 2.96%. At December 31, 2022, the average rating of loans granted by AFL to
its members, weighted by outstanding amounts, was 3.58 on a scale of 1to 7, with 1 representing the best
rating and 7 the lowest. This rating has improved over one year following consolidation of end-2021
financial data from local authorities, at pre-Covid-19 levels.

The following graph shows the breakdown by credit rating of the loan portfolio granted by AFL to member
local authorities as of December 31, 2022:

Exposure distribution by rating

34.8% 2/2022
1200 ¢ 20,4%
400 € 6,8%

millions

Local authorities, whether current or future members, are considered as having a very limited risk profile
due to the institutional rules governing their operations, which are similar for all categories of local
authority member, and consequently the loans granted by AFL have this same profile. Nevertheless, a
default by a member on its obligations to AFL or on its obligations under the Member Guarantee cannot
be ruled out.

As of December 31, 2022, AFL’s outstanding doubtful receivables amounted to €3.9 million, i.e. 0.08% of
AFL’s loan portfolio. This level has remained stable.

31/12/2022 30/09/2022 31/12/2021
IFRS 9 Stages Discounted EL Exp.% of EL Part of EL Exp. IFRS 9 Discounted EL  Exp.% of EL Part of EL Exp. IFRS 9 Discounted EL  Exp.% of EL Part of EL Exp. IFRS 9
€109232 0,01% 85,30%| €7 327 315 725 € 1237 669 0,02% 88,67%| € 6 601 976 332 € 856 098 0,01% 97,75%| €7 221 667 311
€ 186 676 0,30% 14,58% €62 272 156 € 156 494 0,24% 11,21% € 64 619 025 €18112 0,10% 2,07% € 18 962 442
€1616 0,04% 0,13% €3 964 411 €1612 0,05% 0,12% €3 544 926 €1562 0,04% 0,18% €3 981 080
€1 280612 €7 393552292 €1395776 €6 670 140 283 €875771 €7 244 610 833

To the extent that AFL grants loans only to local authority members, AFL naturally shows a high
concentration of its credit risk on a single type of market participant. AFL is therefore exposed to the
potential deterioration of this sector’s situation (see also risk factors sectionA ci-dessus).

The occurrence of such risks could result in a write-off for AFL.

The credit risk of its counterparties
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Due to its cash investments, AFL has a credit risk on the issuers of securities in its cash portfolio. Although
AFL’s investment policy is prudent, AFL remains exposed to the risk that issuers of securities in which it
has invested are unable to meet their financial obligations, a risk that increases in the context of a
deteriorated economic and financial situation such as that of the war in Ukraine. The occurrence of such
an event may generate a loss in net income and/or adversely impact AFL’s equity capital.

The ratings of AFL’s exposures are of very high quality, with over 80% of exposures rated equal to or
greater than Aa2 on Moody’s scale at December 31, 2022. The weighted average risk of this portfolio is
4.8%.

In addition, AFL clears almost all of its interest rate derivatives through clearing houses and its exchange
rate derivatives bilaterally. AFL cannot ensure that its counterparties to hedging contracts will be able to
meet their obligations, whether clearing houses or banks, and their default could impact AFL’s financial
position.

D. Financial risk due to the effects of climate change

French local authorities are variably exposed to climate events. Given the growing vulnerability of certain
regions and the public and private infrastructures they host, the AFL Group - whose mandate is to finance
French local authorities - could be affected by the consequences of climate change.

Also, AFL has initiated work to measure the vulnerability of French local authorities to climate events and
to integrate climate risks into its credit risk analysis.

3. Non-financial risks

AFL is exposed to non-financial risks

= A. AFL is exposed to risks related to human resources

Because of its model, AFL has a limited number of people working for it: 42 employees, including 34 on
temporary contracts, 34 on permanent contracts and 5 work-study students at December 31, 2022, and
one non-employee representative. The loss of one or more key persons, whether due to outside solicitation
or temporary or permanent unavailability (accident, sickness) is therefore likely to have a material impact
on its activity or to jeopardize its continuity.

e B. An operational failure, interruption or incident affecting AFL’s partners, or a failure or breach of AFL’s
information systems could result in losses.

The amount of equity capital requirements for operational risks amounted to €3.4 million at December 31,
2021 for the AFL Group.

The communication and information systems are key to the activity and to AFL’s ability to operate due to
its activity as a lending institution. AFL has chosen to largely outsource these. Any breakdown,
malfunction, interruption or breach of its systems or those of its external service providers (including
cyber-risk), or those of other market participants (such as clearing houses, intermediaries and financial
services providers), even if brief and temporary, could lead to significant disruptions in AFL’s activity.

Such incidents could have a material impact on AFL’s ability to operate and would be likely to lead to
significant direct or indirect operating losses and damage AFL’s reputation.

During the past financial year, no significant operating loss has occurred.

These risks are heightened in the context of the resurgence of cyberattacks related to the war situation in
Ukraine.

= (. Failure by AFL to comply with the regulations applicable to it could result in losses.

Given its activity as a credit institution, AFL must comply with numerous laws and regulations, including
regulations applicable to credit institutions and issuers of listed securities, data confidentiality rules,
European and US laws and regulations on money laundering, corruption and sanctions. In this respect, AFL
is exposed to the risk of legal. administrative or disciplinary penalties if it does not comply with these
various regulations. The control and compliance framework that AFL has implemented cannot fully

guarantee that such a risk will not occur. In addition, AFL does not control the use made by members of
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the loans granted to them, and could thus indirectly, as a result of activities carried out by the members,
be in non-compliance with certain regulations applicable to it. The occurrence of such a risk could result
in a write-off or damage AFL’s reputation, or even the withdrawal of its authorization as a specialized
credit institution or its authorization to issue listed securities, thus making it impossible for AFL to conduct
its business.

= D. The risk of litigation between AFL and one of its counterparties could result in losses

AFL has not been the subject of any litigation with any of its counterparties during the financial year ended
December 31, 2022. Nevertheless, it cannot be ruled out that litigation may arise in the context of its
activities, in particular with a local authority member, which would damage AFL’s reputation and could
result in a loss of value for AFL.

3. Prudential ratios and equity

= Capital requirements

AFL is monitored for consumption of equity at consolidated level. The AFL Group has already imposed an
internal solvency ratio limit of 12.5% since its creation.

On December 22, 2022, the ACPR notified the AFL Group of its obligation to hold equity capital enabling
it to comply with a total prudential capital requirement of 9.25% including:

o A minimum capital requirement of 8%; and
o An additional equity capital requirement (Pillar 2) of 1.25%.

In addition, the AFL Group is required in principle to hold equity capital enabling it to comply with the
capital conservation buffer requirement set at 2.5%, a situation that may be re-examined in light of the
crisis. Lastly, on January 6, 2022, the High Council for Financial Stability decided to maintain the level of
countercyclical capital buffer applicable to French exposures at 0%, unchanged since April 2, 2020. This
rate will increase to 0.5% on April 7, 2023 and will rise to 1% on January 2, 2024. AFL has the capital to
absorb these increases.

= MREL:

On December 17, 2020, the ACPR Resolution College determined the AFL Group’s minimum equity capital
requirement and eligible commitments (MREL). Due in particular to its risk profile and its activity, the
liguidation strategy has been chosen as the resolution strategy for the Group, the MREL requirement is
therefore limited to the amount of loss absorption, calculated as the sum of capital requirements seen in
the previous paragraph.

= Methods of calculating capital ratios

On June 7, 2019 a large corpus of banking regulations was published in the Official Journal of the EU. More
specifically this includes Regulation (EU) 2019/876 of the European Parliament and of the Council of May
20, 2019 amending Regulation (EU) No. 575/2013 (the CRR). This regulation requires that the leverage
ratio of credit institutions be greater than 3% and requires public development credit institutions to
exclude from their exposures those arising from assets that are receivables from central, regional or local
governments. This provision entered into force on June 28, 2021.

At its meeting of March 11, 2021, the ACPR’s College of supervisors recognized AFL’s status as a public
development lending institution.

= Prudential ratios and equity capital at December 31, 2022

AFL reports regulatory equity capital to the ACPR on a consolidated basis only, in accordance with IFRS,
for its parent company, AFL-ST.

At December 31, 2022, prudential capital stood at €185.7 million. Given the credit quality of the assets
carried by the AFL Group, the solvency ratio was 15.57% on a consolidated basis.

At December 31, 2022, the AFL Group’s leverage ratio was 7.81% according to the method applicable to
public development banks, well above the 3% threshold required by regulations. It amounts to 2.47%
according to the method applicable to all lending institutions.
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4. Risk management and internal control system

4.1 General principles
1.1. Definition and objectives

The internal control system is a framework deployed by the AFL-ST Board of Directors, the AFL
Supervisory Board, the AFL Management Board and the AFL Group staff intended to enable AFL to control
the various risks to which it is exposed through its activities and to verify their compliance with the
regulations governing them.

With resources adapted to the size and nature of its activities, it is organized in accordance with legal and
regulatory requirements as well as to be adapted to the AFL model.
Because its objective is to prevent and control the risk of not meeting the objectives set by AFL in terms

of development, profitability and risk management, the internal control and risk management systems play
a key role in the management and steering of AFL’s various activities.

1.2. Applicable legal and regulatory context

AFL's internal control system is based on the legal and regulatory texts applicable to credit institutions:
The French Monetary and Financial Code, the Decree of November 3, 2014 on the internal control of
companies in the banking sector, payment services and investment services subject to the supervision of
the French Prudential Supervision and Resolution Authority and the directly applicable European
provisions amended by the Decree of February 25, 2021 (entered into force on June 28, 2021), the EBA on
internal governance (EBA GL/2017/11), the Decree of January 6, 2021 relating to the system and internal
control in terms of combating money laundering and the financing of terrorism and the freezing of assets
and prohibition of the provision or use of funds or economic resources.

1.3.Group organization and responsibilities

In accordance with the Decree of November 3, 2014, AFL-ST, a financial company directly owned by
French local authorities as shareholders, with more than 99.9% ownership of AFL, a specialized lending
institution, must:

= implement the necessary means to ensure compliance within AFL with the applicable regulatory
provisions;

= ensure that the systems put in place within the AFL Group enable the risks incurred by the AFL
Group to be measured, monitored and managed,;

= verify the implementation of an organization and control system, as well as the adoption, within
AFL, of adequate procedures for the production of information and intelligence useful for the
purposes of monitoring the AFL Group.

The structure of the Agence France Locale Group means that the vast majority of processes are housed
at AFL and the vast majority of risks are borne by AFL. As a result, risk monitoring is consolidated.

In June 2015, an agreement was signed between AFL-ST and the AFL lending institution, delegating to the
latter the internal control missions within the scope of the AFL Group. Under this agreement, internal
control missions are performed by AFL’s Commitments and Risks Department on behalf of the Group.

The AFL-ST Board of Directors is the supervisory body of AFL-ST; its work is supported by an Audit and
Risk Committee and an Appointments, Compensation and Corporate Governance Committee under its
responsibility.

1.4.Governance

The AFL Management Board and Supervisory Board are responsible for setting up and monitoring the
adequacy and effectiveness of the internal control framework, procedures and mechanisms, as well as the
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supervision of all lines of activity, including internal control functions (such as risk management,
compliance and internal audit).

The Supervisory Board

The AFL Supervisory Board - in particular:

=  Qversees and monitors the decision-making and actions of the Management Board and ensures
effective oversight thereof;

= Guarantees and periodically evaluates the effectiveness of AFL's internal governance
framework and takes appropriate measures to remedy any weaknesses identified;

= OQOversees and monitors the consistent implementation of AFL's strategic objectives,
organizational structure and risk strategy, including its risk appetite, risk management
framework and other policies, and the reporting framework;

= Verifies that AFL's risk culture is implemented in a consistent manner;

=  Qversees the implementation and maintenance of a code of conduct or similar effective policies
to identify, manage and mitigate actual and potential conflicts of interest;

=  Qversees the integrity of financial information and reporting and the internal control framework,
including a solid and effective risk management framework;

= Ensures that those responsible for internal control are able to act autonomously, can voice
concerns independently of any accountability to other internal bodies, business lines or units,
and, if appropriate, inform the Supervisory Board directly when risks of adverse events affect
or are likely to affect AFL;

=  Monitors implementation of the internal audit plan, after review by the Audit & Risk Committee.

In accordance with the Decree of January 6, 2021 on the fight against money laundering and the financing
of terrorism, the Supervisory Board of AFL regularly reviews the AML-CFT policy, the governance and the
systems and procedures put in place to comply with regulatory provisions and corrective measures to
remedy significant incidents or deficiencies.

The Supervisory Board is supported by an Audit and Risk Committee, an Appointments, Compensation
and Corporate Governance Committee and a Strategy Committee that report to it.

The Management Board

The AFL Management Board is responsible for the consistency and efficiency of the overall internal
control system.
It makes sure there are sufficient resources for the function to carry out and fulfil its role; it ensures that
the Commitments and Risks Department’s budget for internal control assignments provides it with
sufficient resources to carry out its assignments, taking into account proportionality criteria. It ensures
that the Commitments and Risks Department has a sufficient number of qualified staff, who benefit from
the regular training available. It ensures that the internal control functions have IT and support systems.
In particular, the Management Board ensures that sufficient resources are allocated to the Internal Audit
function to conduct a complete cycle of investigations of all activities for the number of financial years
planned.
It is the responsibility of the Management Board to ensure the dissemination and promotion of the risk
culture within AFL, which includes:
= defining and communicating to employees AFL’s main values and expectations in this area, which
everyone’s behavior must reflect;
= a positive attitude towards risk control, compliance verification and internal audit within AFL;
= an environment of open communication and effective questioning in which decision-making
processes encourage a broad exchange of opinions, test current practices, stimulate a constructive
and critical attitude among staff and promote a climate of open and constructive participation
throughout the organization
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The Management Board attaches particular importance to disseminating and promoting this culture
among all employees.

The Commitments and Risks Department

Responsibility for the Risk management function, the Compliance Audit function, the Internal Audit
function and the second-level Permanent Control function is carried by the Commitments and Risks
Director, a member of the Management Board and effective manager of the AFL Group. Operationally, the
internal control system is placed under her responsibility. As from December 2022, responsibility for
Internal Audit is transferred to the Chairman of the Management Board.

The Commitments and Risks Director has been a member of the Management Board since the creation of
AFL. This choice is the result of the initial desire to place risk management at the heart of the bank. Thus
positioned, the Commitments and Risk management Department has the authority, significant status and
sufficient independence to question decisions affecting AFL’s risk exposure.

In the performance of her duties, she relies on various managers who come under her line management

The Commitments and Risks Director participates in the various AFL and AFL-ST supervisory bodies: the
AFL Audit and Risk Committee, the AFL-ST Audit and Risk Committee, the AFL Supervisory Board, the
AFL-ST Board of Directors, the AFL Appointments, Compensation and Corporate Governance Committee
and the AFL-ST Appointments, Compensation and Corporate Governance Committee as well as the AFL
Strategy Committee.

In accordance with the Decree of November 3, 2014:

=  The Commitments and Risks Director does not carry out any commercial, financial or accounting
transactions.

= As head of the Risk management function, in the event of a change in risks, the Commitments and
Risks Director can report directly to the Supervisory Board and the Audit and Risk Committee
without reporting to the Management Board.

= As Head of the Compliance Function, she also reports directly to the Supervisory Board and the
Board of Directors.

= As Head of the Internal Audit function, the Commitments & Risks Director reports on the
conclusions of her assignments to the Management Board, the Supervisory Board and the Board
of Directors of AFL-ST; in addition, she may directly, and on her own initiative, inform the
Supervisory Board and the Board of Directors of any failure to implement the corrective measures
taken following the recommendations of the periodic control. As from December 2022,
responsibility for Internal Audit is transferred to the Chairman of the Management Board

The organization put in place makes it possible to guarantee, in accordance with the regulations, the
distinction between operational support functions and control functions.

Internal committees

Chaired by the Chairperson of the Management Board, two committees were set up to oversee the
internal control system and risk monitoring system:
= The Global Risk Committee, which meets quarterly, is responsible for monitoring the exposure of
AFL to risks of all kinds. On an annual basis, it validates risk appetite, risk policies, measurement
indicators and risk management. It also oversees the risk management system and decides on the
related action plans;
= The Internal Control Committee, which meets half-yearly, is responsible for overseeing the control
system across all its functions and assessing its effectiveness.

Several operational committees are involved in the overall internal control system. Their main mission is
mentioned here:
= The Credit Committee meets at least monthly to decide on the granting of a loan to a customer
member and to approve the risk class;
= The Provisions Committee and Provisions Expert Committee meet on a quarterly basis. The
Provisions Committee validates the amount to be provisioned and its adequacy with AFL’s risk
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profile. The Provisions Expert Committee defines the weighting of the change scenarios at the
reporting date, parameters used to calculate provisions;

= The ALM Committee (ALCo) meets at least monthly and is responsible for managing AFL’s treasury
activities, fund-raising and asset-liability management as well as monitoring ALM risks;

= The New Products - Significant Changes Committee meets as necessary and its objective is to
decide on the implementation of any new product or on significant changes to the AFL Group;

= The Organization and Procedures Committee, which meets as necessary and whose purpose is to
approve the processes and procedures that describe the activities of AFL;

= The Information System Security Committee meets at least half-yearly and is responsible for
overseeing the risk management and internal control systems relating to risks linked to the
integrity, consistency and confidentiality of the Information System data;

= The Outsourcing Committee meets at least once a year and as often as necessary. Its purpose is to
coordinate the outsourcing strategy, to ensure the compliance and completeness of the system at
all times and to ensure that the risks related to outsourcing are assessed and controlled;

= The HR Committee meets at least quarterly to discuss, in particular, personnel management,
recruitment strategy, labor relations, in support of AFL’s strategy and objectives;

=  The Information Systems Governance Committee meets at least half-yearly to conduct IT projects
and programs in line with AFL’s strategy, and in particular to prioritize, rank and manage the annual
portfolio of IT projects and maintenance, set and control the IT budget and the management of the
information system;

= The Financial Communication Committee meets once a quarter and deals with the production and
management of permanent and periodic information.

These committees are chaired by the Chairperson of the Management Board or a member of the
Management Board. They are governed by internal regulations.

In the first two operational committees, the Commitments and Risks Director has a right of veto. In the
event that this is exercised, the decision is either postponed to a subsequent Committee, or is subject to
a decision by the Management Board in a vote for which the Chairperson of the Management Board, in the
event of a tie, decides. with a casting vote.

2. Internal control functions

In order to carry out its various missions, and in accordance with the regulations in force, the internal
control framework is organized around three main functions:

= The Risk management function

= The Compliance function

= The Internal Audit function

The risk management and compliance verification system is deployed at several levels:

= AFL’s business lines are responsible for managing the risks to which they are exposed while
conducting their activities. They identify the risks associated with their activity and comply with
the procedures and limits set; the Commitments and Risk management Department assists them
in defining the risks related to their activity and the controls to be considered.

= A first level of permanent control is carried out by employees carrying out operational activities;
they must have the means of control for this purpose.

= A second level of permanent control is carried out by employees who work in the Commitments &
Risks Department. In particular, these employees check that the risks have been identified and
managed by the first level of control according to the rules and procedures laid down. This second
level of control is carried out by the Risk management function and the Compliance Audit function,
whose missions are specified below.
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2.1. The Risk management function

Objectives

The Risk management function ensures the implementation of the AFL Group’s risk measurement and
results systems and its risk monitoring and control systems. It also ensures that the level of risks incurred
is compatible with the strategies, internal policies and limits.

Scope

The Risk management function:

1.

N

Participates in the development of AFL’s risk strategy and proposes a level of risk appetite for
AFL, validated by the Management Board. It ensures that risk issues are given due
consideration.

Evaluates the impact of new products, significant changes, and/or exceptional transactions.
Ensures that all risks are detected, assessed, measured, monitored, managed and duly reported
by the business lines.

Assesses any violation of risk appetite or risk limits. It recommends corrective measures with
the departments concerned and monitors them.

The Risk management function is responsible for the implementation of a sound management
plan for AFL’s business continuity, in order to guarantee their ability to operate without
interruption and to limit losses in the event of a serious disruption to their activities.

As such, it implements and maintains operational conditions:

= Response and business continuity plans that ensure AFL responds appropriately to
emergencies and is able to maintain its most important activities in the event of disruption to
its ordinary operating procedures;

= Recovery plans for critical resources enabling the institution to restore its ordinary operating
procedures within an appropriate time-frame;

= AFL insurance coverage.

The risk management function is in charge of the incident system; it performs:

= The collection and monitoring of incidents reported by the business lines and, more specifically,
significant incidents within the meaning of the Decree of November 3, 2014;

= The overall monitoring of incidents and resulting action plans through the Internal Control
Committee and feeds into the risk mapping with regard to these elements;

= The restitution of these analyses in the form of regular reporting and recommendations to
strengthen the risk management system.

The Risk management function assesses the amounts of appropriate internal capital given the
nature and level of risks to which AFL could be exposed, which is validated by the Management
Board.

To carry out these missions, the risk management function performs second-level permanent
control reviews.

Organization

Responsibility for the Risk management function is borne by the Head of Commitments and Risks.

The Risk management function is carried out for financial risks by the Prudential and Financial Risks
Department, which includes the Prudential and Risk Director and an employee.

The Risk management function for non-financial risks is performed by the Non-financial Risks - Compliance
Department, which includes the Director of Non-financial Risks - Compliance - who is also responsible for
information systems security - and an employee.

The Risk management function is in charge of the system independently of operational staff. It provides
guidance, supervision and general monitoring. It relies on the compliance function on the risk of non-
compliance and operational departments to identify, analyze and monitor the risks that it supervises on a
consolidated basis.
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Related resources

The Risk management function relies on various resources and tools that enable it to oversee the risk
management of AFL on a permanent basis:

a risk mapping which lists and classifies the risks incurred by AFL throughout its activity
(impact, occurrence, degree of control), assesses the adequacy of the risks incurred in relation
to changes in the activity. This will be updated on a biennial basis;

the risk mapping is prepared using an expert approach on its component dealing with financial
and strategic risks; in the case of non-financial risks, AFL deploys a mapping methodology
involving the operational departments;

risk appetite, which is defined and periodically reviewed by the AFL-ST Board of Directors and
the AFL Supervisory Board. This defines the overall level and types of risk that AFL is prepared
to accept to achieve its strategic objectives detailed in its business plan, in line with its level of
equity capital, risk control and management capabilities, and the prudential and regulatory
constraints to which it is subject;

the definition of financial and Risk management policies developed by the business lines and
the Risk management function, reviewed regularly, adapted to each business line, setting the
rules and limits adapted to the activities; these policies are reviewed annually and validated by
the AFL Global Risk Committee as well as approved by the AFL Supervisory Board;

the definition of an information systems security policy, validated by the Management Board,
which determines the principles implemented to protect the confidentiality, integrity and
availability of AFL’s data, assets and IT services;

risk and activity indicators including stress tests developed by the Risk management function
or reported by the operational departments, which give rise to regular reporting, enabling the
Management Board to have a reliable view of the risks incurred;

the analyses and recommendations of the second-level permanent control reviews and the
analyses and recommendations of the missions carried out by the Internal Audit function as
well as those carried out by the supervisory authorities and the overall monitoring of the
resulting action plans;

operational and IT incidents and compliance malfunction reports from the departments, which
are centralized in an incident database;

permanent control reviews.

The risk management system is monitored by the Global Risk Committee: it is based on
summary views of the risks taken by AFL, which should enable the Management Board and
operational departments to have a reliable and up-to-date view of the risks incurred.

Risk management activities in2022

In 2022, the Global Risk Committee held four meetings to monitor AFL's risk position.
The main issues addressed by the risk management department were:

ongoing automation of reporting,

update of the global risk map,

update of emergency procedures,

further work on management of information system risks and IT security.

2.2. The Compliance function

Objectives

The Compliance function ensures that AFL’s current and future activities comply with the legal, regulatory
and ethical obligations in force or with the instructions of the Management Board taken in accordance
with the guidelines of the Supervisory Board and the Board of Directors.
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Scope

In its role as guarantor of compliance with these rules within AFL, the Compliance function is
responsible for:

the proper application of applicable laws, regulations and texts;

compliance with AFL’s ethical rules and the management of any conflicts of interest;

regulatory monitoring, which enables it, together with the business lines, to provide advice to the
Management Board on the measures to be adopted in order to ensure compliance with applicable
laws, rules, regulations and standards;

as part of this monitoring, the Compliance function informs the business lines of the various major
regulatory changes;

assessing with operational staff the potential impact of any changes to the legal or regulatory
framework on AFL’s activities and the compliance verification framework.

These prerogatives concern all of AFL’s day-to-day activities, as well as the monitoring of future product
and service developments throughout the production chain.

The Compliance function is in charge of managing the New Products - Significant Changes
system. On this subject, the Compliance function performs a systematic prior assessment and
provides a documented, written opinion for new products or significant changes to existing
products.

The Compliance function is responsible for managing the updating of the body of procedures
listing all existing procedures (describing in particular the procedures for recording, processing
and reporting information, accounting schemes and procedures for validating transactions), it
ensures in particular:

= jts completeness at all times;

= validation as part of the Organization and Process Committee by all stakeholders; and

= it draws on the operational departments to carry out these procedures.

It keeps the policies and procedures available to employees in a documentary database, so that
everyone can refer to them whenever significant changes are made.

The Compliance function can be contacted by any manager or employee on possible
compliance issues according to the process specified by the Compliance Manual. These
malfunctions are centralized in a database.

The Compliance Function is responsible for second-level permanent control missions targeting
non-compliance risks and ensures their consistency and effectiveness.

As part of the various compliance recommendations and regulations (Monetary and Financial Code,
GAFIl, ACPR and AMF regulations and positions), the Compliance function defines and
implements an anti-money laundering and anti-terrorist financing system and a system for due
diligence and suspicious transaction reports.

Organization

Responsibility for the Compliance function is borne by the Head of Commitments and Risks (DER),
effective manager of AFL. The Compliance and Verification function is performed by the Non-financial
Risks - Compliance Department and includes one employee in addition to the Director of Non-financial
Risks - Compliance.

Related resources

As part of its various missions, the Compliance function relies on:

External reference texts (legal provisions, regulations, standards, opinions of the authorities)
monitored as part of its watch;
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= |nternal reference texts (policies, procedures, accounting schemes, etc.);
= apermanent control system.

Activities of the Compliance Function in 2022

In 2022, the Compliance function continued to consolidate AFL’s non-compliance risk management
system.

With this in mind, the main measures developed were subject to compliance maintenance and operational
implementation, in particular:

= The system for combating money laundering and the financing of terrorism and compliance with
embargoes - in a context of significant regulatory changes;

= The system for the prevention of insider trading;

= The system for managing conflicts of interest;

= The regulatory watch system.

2.3. Permanent operational and accounting control system
Permanent accounting control

The accounting structure aims to verify the quality of accounting, financial and management standards
information, whether intended for the Management Board, the Supervisory Board, the Board of Directors
or the ACPR or appears in the documents intended for publication.
The organization put in place must guarantee the existence of a set of procedures, called an audit trail,
which makes it possible:
= to reconstruct the transactions in chronological order;
= to justify any information by an original document from which it must be possible to go back
uninterruptedly to the summary document and vice versa;
= explain the change in balances from one reporting period to another by keeping track of the
movements that affected the accounting items.

To this end, permanent accounting control reviews are implemented to ensure the completeness, quality
and reliability of the information and the valuation and accounting methods.

Organization of the accounting system and internal control procedures relating to the preparation
and processing of financial accounting information

i. Organization of the accounting system

The Accounting Department comes under the Finance Department. In 2022, it comprises 3 FTEs.

ii. Permanent accounting controls (levels 1 and 2)

The permanent accounting control system is organized around two levels of controls that aim to ensure
the regularity, security and compliance of the accounting translation of the transactions carried out and
the monitoring of risks for the associated processes.

First level accounting controls are provided by the operational back-office and accounting teams. It
consists of the self-checks carried out by employees in charge of the various accounting tasks,
supplemented by relevant line management supervision. The various types of checks carried out are the
following:

On a daily basis:

= QOperational controls for the correct accounting of operations, via flow control procedures, such as
the offloading of events from management applications (credit chain, cash, market transactions)
into the accounting software which is checked daily;

= Cash-settled amounts are recalculated and verified (IBAN verifications, coupon payments,
purchases and sales of securities, swap-offs, etc.);
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Banking flows from market activities are also checked daily with account holders; bank
reconciliations are formalized daily.

On a monthly basis:

Inventory checks are carried out monthly: completeness of outstanding credit lines, reconciliation
with the custodian for securities inventories and outstanding swaps;
The reconciliations of accounts for general expenses are carried out at bi-weekly intervals.

Other checks are carried out internally with a periodic frequency, in particular the following:

Verification of third-party payer databases (SIRET, name, address and IBAN);

Verification and control of accounting system authorizations;

Review of accounting schemes; reconciliation of the accounting position to the positions held by
the Back Office and the Middle Office;

Reconciliation of the accounting position to the positions held by the Back Office and the Middle
Office;

Preparation of account statements;

Preparation of a half-yearly accounting control file analyzing and documenting the balances of the
general balance (documentary reviews, variance and sanity checks);

Development of reconciliations between accounting and management (reconciliation of
outstanding loans, outstanding swaps, portfolio performance);

Control is carried out by the Chief Financial Officer, with the analytical review of the quarterly
consolidated and separate financial statements.

The purpose of second-/level accounting controls is to ensure the execution of the control procedures
implemented upstream by the accounting and back-office teams, the appropriateness of transactions,
the compliance of their registration with regard to existing benchmarks (accounting plan, accounting
schemes) and compliance with procedures. These consist of accounting consistency checks (such as
analytical accounting reviews), cross-checks (reconciliation of accounting results/analytical results).
This level of control is provided by a service provider reporting to the Commitments and Risks Director
and is carried out every six months.

In detail, it involves:

Ensuring the reliability of the production of accounting information.

Ensuring the justification of accounting balances and their consistency.

Checking that each process is subject to an up-to-date procedure and that this procedure is applied
by the teams.

Ensuring that accounting/management reconciliations have been carried out.

Testing the system by means of surveys.

Permanent operational control

The permanent operational control framework covers the daily performance of the controls necessary for
the proper functioning of AFL’s various activities in order to draw lessons to:

have an up-to-date view of the risks weighing on the business in terms of the results of controls
and incidents encountered;
make the necessary adjustments to the organization.

Permanent control is based on:

the first-level permanent control system, carried out by operational staff; management must ensure
that each employee is aware of the policies, procedures and responsibilities relating to his or her
role, has the information and training necessary to perform their duties and the importance of their
responsibilities in terms of permanent control.
the second-level permanent control system covering in particular:

o supervision of the first-level control system carried out by operational staff;

o second-level controls.
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The reviews cover all AFL processes: business processes and supports as well as internal control processes.
They also cover outsourced activities. The control tools are in particular:

the AFL procedures, which are subject to an appropriate formalization and validation process;

= the Operational Controls and CROC Accounting Controls database, which includes recurring first-
level controls;

= the annual permanent control plan, which covers all AFL processes on an annual basis while
focusing on the most significant risk areas - the control plan is based in particular on the results of
initial controls the results of previous second-level controls, lessons learned from the use of risk
mapping and the internal control framework;

= a control methodology incorporating controls of different types according to methodologies
defined and adapted to the area being controlled;

= operational, IT and compliance incident reports from the departments, which are centralized in an
incident database.

= QOrganization

Organization

Second-level permanent operational and accounting control missions are managed by the Non-financial
Risks - Compliance Director.

Second-level operational and accounting permanent control missions are managed by the Director of Non-
financial Risks - Compliance. Assignments are carried out mainly by the Non-financial Risks - Compliance
Department for operational controls, and by other employees of the Commitments and Risks Department.
The Non-financial Risks - Compliance Department has one employee, in addition to the Non-financial Risks
- Compliance Director. Missions relating to accounting control are carried out by an external service
provider reporting to the Commitments and Risks Director.

Permanent control activities in 2022

In 2022, the permanent control system was strengthened. The corpus governing AFL’s activities (policies,
procedures, operating methods) was maintained. The first-level control system was extended (functional
extension, automation). Lastly, the Permanent Control Plan approved by the Internal Control Committee
was implemented exhaustively, enabling all AFL processes to be examined in accordance with procedures
adapted to the perceived risk.

2.4. The Internal Audit function
Objectives

The objective of the Internal Audit function is to carry out, through surveys, the periodic control of the
compliance of operations, the level of risk actually incurred, compliance with procedures, efficiency and
appropriateness of the Risk Management and Compliance systems as well as second-level permanent
control missions.

The Internal Audit function independently reviews and provides objective assurance of the compliance of
all AFL activities, including outsourced activities, with AFL policies and procedures and with external
requirements.
It assesses whether the institution’s internal control system is effective and efficient, and assesses in
particular:
= the adequacy of the institution’s governance framework;
= whether existing policies and procedures are adequate and comply with legal and regulatory
requirements as well as the institution’s risk appetite and risk strategy;
= the compliance of the procedures with the applicable legislation and regulations and with the
decisions of the Management Board, the Supervisory Board and the Board of Directors;
= whether the procedures are implemented appropriately and effectively;
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= the adequacy, quality and effectiveness of the controls carried out and the reports submitted by
the operational units of the first line of defense and the risk management and compliance functions;

= the integrity of the processes guaranteeing the reliability of the AFL methods and techniques as
well as the quality and use of the qualitative risk detection and assessment tools and the risk
mitigation measures adopted.

The Internal Audit function develops its own risk assessment, independently of the Risk management and
Compliance functions, which will be used to determine its audit plan.

The Internal Audit function monitors its recommendations in order to verify that they are implemented
within a reasonable timeframe, the implementation of which is the responsibility of AFL’s executives and
management.

Scope

The Internal Audit function works according to a multi-year audit plan following a risk-based approach
broken down into an annual plan which makes it possible to integrate cyclical elements where necessary.

The internal audit plan covers all of the Company’s processes. The internal audit function uses this plan to
carry out targeted audits of the systems.

The plan is rolled out over three years depending on the areas and underlying risks.
Organization

AFL outsourced the conduct of internal audit to a third-party service provider, reporting to the
Commitments and Risks Director until December 2022 and since then directly to the Chairman of the
Management Board. The Management Board reviews and approves the choice of service provider as well
as the multi-year and annual audit plan.

As a result, the Internal Audit function is completely independent of the other functions within the scope
of the system.

The outsourcing process, the choice of service provider and the outsourcing contract provide that the
qualifications of the people in charge of the assignments are adequate and that the resources allocated to
the function, as well as the audit tools and methods risk analysis, are adapted to the size and business
model of AFL as well as the nature, scale and complexity of risks, activities, risk culture and risk appetite.
In selecting the service provider, it will be verified that the service provider complies with national or
international professional audit standards.

Activities of the internal audit function in 2022

In 2022, four internal audit missions were carried out according to the three-year audit plan validated in
December 2020 by the AFL Supervisory Board and the AFL-ST Board of Directors.

All recommendations issued by the internal audit were monitored throughout 2022. Two monitoring
reports were produced at the end of June and end of December 2022.

The conclusions of these missions and the review of the follow-up to the recommendations were presented
to the Management Board, the Supervisory Board of AFL and the Board of Directors of AFL-ST.

® AFL Research and Development activity

Given its corporate purpose, AFL does not look to undertake research and development operations.
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Data on share capital and shares

1. Shareholding structure and changes thereto during the financial year

At December 31, 2021, AFL’s share capital totaled €196,800,000, divided into 1,968,000 shares with a
nominal value of €100 each, of the same category, fully subscribed and paid up. AFL’s share capital
consists entirely of registered shares. Each share held entitles the holder to a vote at the General Meetings.
AFL neither issued nor authorized the issue of any preferred shares during the financial year ended
December 31, 2022.

The table below presents AFL’s shareholding structure and the changes thereto during the past financial
year.

Almost all of the share capital and voting rights in AFL are held by AFL-ST (99.999%). The balance, i.e.
one share, is held by the Lyon Metropolitan Area in the region in which AFL’s registered office is located,
in order to meet the requirements of Article L.225-1 of the French Commercial Code.

AFL-ST has the exclusive control of AFL, and was the only organization to subscribe to AFL’s share capital
increases during the 2022 financial year, thus continuing to accomplish its corporate purpose which
consists in being a shareholder of AFL.

The Annual General Meeting of Shareholders of AFL will be requested to renew the delegation of powers
to the Company’s Management Board to carry out capital increases up to an overall limit of €150 million
with the cancellation of shareholders’ preferential subscription rights for the benefit of AFL-ST.

December 31, 2021 December 31, 2022

Amount of Nl‘\'/rggs;d Amount of Nl‘\'/rggs;d

subgcrlb_ed rights / % subs_cnbgd rights / %

capital (in capital (in

euros) shares euros) shares
Y held Y held

AFL-ST 168,399,900 | 1,683,999 99.9999% | 207,599,900 | 2,075,999 99.9999%
Lyon Metropolitan 100 1 0.0001% 100 1 0.0001%
Area
Total 168,400,000 | 1,684,000 100% 207,600,000 | 2,076,000 100%

2. Employee share ownership

No shares in the companies comprising the AFL Group are owned by its employees, as the
shareholder structure imposed by the legislator does not allow employees to own shares in
the capital of AFL-ST or AFL.

Consequently:
= No share purchase or option operations reserved for employees were carried out in

the Company during the year ended December 31, 2022;

= No share purchase or option operations reserved for employees, as described in
Articles L.225-177 to L.225-186 and L.225-197-1 to L.225-197-3 of the French
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Commercial Code, were carried out in Group companies during the year ended
December 31, 2022.

No operations to enable Company employees to enter into AFL’s share capital are planned.

3. Company share buybacks

During the financial year ended December 31, 2022, AFL made no transactions in its own
shares. Furthermore, the Company did not hold any of its own shares as at December 31,
2022.

4. Transactions on AFL securities by its officers

AFL was not informed of any acquisition, sale, subscription or exchange of AFL shares by
Board directors or persons having close personal ties with any of them during the financial
year ended December 31, 2022.

5. Stock market situation of AFL

As at December 31, 2022, the 2,076,000 shares with a nominal value of €100 each were not
tradable on a regulated market.

® Other Key Performance Indicators

Financial information appears elsewhere in the document

1. Environment

. Digitization of business processes

AFL seeks to deploy a lightweight operating model. In 2022, AFL continued to develop
information systems to digitize its processes.

= Taking account of environmental issues in the organization of work.

AFL is committed to the sustainable use of resources by moving in 2020 to a building fitted
with equipment to control the consumption of resources. The reduction of the occupied
surface area of around 30%, the organization of spaces in Flex Office and the direct
management of the building have led to significant savings on the establishment’s expenses
and a better environmental footprint.

Today, AFL therefore has a single physical location in Lyon and also occupies a simple office
in Paris, on the premises of the France Urbaine association. As a result, AFL’s environmental
footprint is very small.
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AFL benefits from the energy saving measures implemented at its registered office, the first
of which is the automatic switching off of lights at a fixed time that varies according to the
seasonal cycle and the installation of energy-saving light bulbs.

IT infrastructure of the “server less” type makes it possible to deport and pool IT servers in
the IT cloud, reduce the electricity consumption of the IT room and manage IT resources as
closely as possible. The ergonomics of workstations has led to a reduction in the number of
screens, all of which have the Energy Star label, promoting energy savings.

Actions to reduce the environmental impact carried out in 2022

AFL  has undertaking multiple
projects to cut energy consumption
at its premises:

- 5 extra days remote working
this winter for all employees.

- Launch of a plan to swap
multi-screen workstations for

Under its government-mandated energy saving plan bigger single screens that
use less power;

- Cutting off hot water in
restrooms;

- Regulating the temperature
of on-site heating.

Reduction of environmental impact and greenhouse gas
emissions

Redesign of the Soft Mobility
Encouragement of soft mobility Package, with a digital solution to
make it more user friendly

Tighter sustainability criteria in the

Business travel . -~
policy for claiming expenses

Creation of working groups with
Social dialogue volunteer employees to examine
quality of life at work issues

Year 2021 Year 2022
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Estimated at around 256 kg Estimated at around 254 kg
based on the number of sheets based on the number of sheets
printed by AFL during the printed by AFL during the

Paper consumption financial year. financial year.

152.5 kg of paper/cardboard 274 kg of paper/cardboard
recycled on AFL premises recycled on AFL premises

Lastly, for commuting to work or business travel, the use of public transport or soft modes
is preferred to the detriment of private cars or planes, which are only authorized for long-
distance journeys with a duration of more than four or five hours by train.

2. Employees

Total workforce - AFL Group:

= Within AFL-ST

As of December 31, 2022, AFL-ST had two non-salaried corporate officers, plus the
Development Director who joined on October 15, 2021, on secondment to AFL-ST from their
regional government,

=  Within AFL

Breakdown of employees by geographical area

Year 2022 Hea(?_?/‘é?:)ters

Workforce 44 0

Non-salaried Board director 1

Salaried Board director 3
Senior executive who is not a Board director 2
Manager 32
Technician 1

Apprentice 5

Breakdown of employees by age

Workforce Year 2021 Year 2022
Up to 24 years 8 8
25-29 years 8 8
30-34 years 4 7
35-39 years 4 5
40-44 years 2 2
45-49 years 5 4
50-54 years 2 3




55-59 years 5 5
More than 60 years 2 2
Recruitment:

Employee movement

Workforce Year 2021 Year 2022
Permanent contracts +2 +4/-2
Fixed-term contracts 0 +3
Professional training contracts +3/-2 +4/-5
Apprenticeship contracts +3/-3 +2/-1

Working hours

At December 31, 2022, 32 employees, i.e. 72% of the total workforce, are subject to the day
fixed rate and enjoy autonomy during the daily attendance time slot, in compliance with the
legal guarantees provided in terms of daily and weekly rest and paid leave. Employees on a
fixed-day plan benefit from days of rest, the number of which is established in accordance
with the Collective Agreement.

Employees who have signed a professional training contract or an apprenticeship contract
and interns are subject to a working week of 35 hours.

Work organization

Year 2022

Part-time employees 0
Employees benefiting from remote working 36
“Forfait jours” flexible working scheme 32
35 hours scheme 6
. Gender equality

As of December 31, 2022, AFL had 36 employees excluding subsidized contracts and
apprenticeships, representing 12 women and 24 men registered in the socio-professional
category of autonomous managers.

Due to its workforce, AFL is not subject in 2022 to the legal obligation to calculate and
publish the gender equality index.

To encourage gender equality at work, in addition to the legal mechanisms, AFL developed
various means enabling women and men to organize themselves in their professional activity
(charter on the right to disconnect, digital collaborative tools, individual dashboard on
collaboration time produced by 0365, flexible working hours linked to the status of
autonomous manager, remote working charter).

For example, all employees eligible for the AFL workforce as of December 31, 2022 have
signed the remote working charter.

Through its recruitment, AFL tends to create a gender balance according to age categories.

Breakdown of employees by gender

Workforce present 2019 2020 2021 2022
Men 22 23 28 30
| Women 3 | o3 ] o2 | s |
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Total 35 36 40 44

Gender equality Year 2021 Year 2022
% of women among managers 31% 31%
Number of permanent hires Women Men
2017 - 2021 10 10
2022 2 2
TOTAL 12 12
L] Well-being of employees

Remote working system
In 2022, 100% of eligible employees requested and obtained a remote working agreement.

= Training

Training Total (in days) Per employee

Year 2022 24 0.75

Access to training (as a% of
the workforce)

Year 2022 42% 57%

Access to training (in

hours)
Year 2022 75.5 925
. Employment and integration of people with disabilities

AFL uses an organization for the integration of people with disabilities for paper recycling,
and a disability-friendly company for communication campaigns and procurement. In
addition, AFL uses the services of adapted work companies (ESAT) for communication
missions.

Years 2021 2022
ESAT amount* €2,373.39 /
AGEFIPH amount €2,537.00 /**

* Employment assistance establishment and service
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** Declaration in June 2023

= Promotions

Change in Hierarchical Change in Conventional

Number of o
level classification

promotions or
internal transfers

Women Men Women Men

Year 2022

= Professional integration of young people

AFL signed three professional training contracts and two apprenticeship contracts and took
on three interns in the 2022 financial year.

Compensation

12/31/2021 12/31/2022

Compensation and its evolution

Payroll (excluding apprentices and
interns) €3,191,286 €3,473,149

Individual variable compensation is capped
at 15% of the gross annual fixed salary.

Overtime paid €0 €0

Total amount of social security

. . €2,012,205 €2,771,221
contributions

Post-employment benefits

Based on salary data from the financial year ended December 31, 2022, the commitment
(actuarial liability) at the valuation date was €124,000.

Post-employment benefits
Year 2022 )

Absenteeism

Year 2022 1.02%
Stoppages Year 2022

Work accident )
Commuting accident 0
Diseases 15 (15 sick leaves, total 198 days)




Occupational illnesses
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March 27, 2023

Yves Millardet,
Chairman of the Management Board of Agence France Locale
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APPENDIX 1
TABLE OF RESULTS FOR THE PAST FIVE FINANCIAL YEARS

(ARTICLE R. 225-102 OF THE FRENCH COMMERCIAL CODE)

Separate financial statements at December 31:

NATURE OF INDICATORS 2022 2021 2020 2019 2018
I. - Financial position at the end of the year
a) Share capital in thousands of euros 207 600 196 800 168 400 14& 800 138 700
b) Number of shares issued 2 07¢ 000 1 968 000 1 684 000 1 468 000 1 387 000
c) Number of bonds convertible into shares
II. - Total income from actual operations (in
thousands of euros)
a) Revenue excluding tax. 13 842 12 029 10 913 10 647 9 542
b) Earnings before tax, depreciation, i
: ; S 6 147 4 002 4 256 1 373 798
amortization and provisions
c) Income taxes - 1 2
d) Earnings after tax, depreciation, . .
. . .. 348 2 073 2 887 1 713 1 878
amortization and provisions
e) Amount of earnings distributed
III. - Income form operations reduced to a single
share:
a) Earnings after tax, but before depreciation, 2 5 > 1 0
amortization and provisions
b) Earnings after tax, depreciation, 0 1 > 1 N
amortization and provisions
¢) Dividend paid for each share
IV. - staff
a) Number of employees 34 31 30 27 27
b) Total payroll (in thousands of euros) 4 117 3 868 3 206 2 951 2 870
c) Amount paid in respect of social benefits
(social security, charities, etc) (in thousands 2 036 2 063 1 812 1 741 1 588
of euros)
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APPENDIX 2
SUPERVISORY BOARD’S REPORT ON CORPORATE GOVERNANCE
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*AGENCE FRANCE LOCALE

Société anonyme (French public limited company) witha
Management Board and Supervisory Board; share capital:
£210,600,000

Registered office: 112 rue Garibaldi, 62006 Lyon

Lyon Trade Reqister:. 799 379 649

Dear Shareholders,

As Chairman, | have the honor of presenting, on behalf of the Supervisory Board, the
Corporate Governance Report for 2022, which has been approved at the Supervisory Board
meeting held on March 27, 2023, following the favorable opinion of the Company’s
Appointments, Compensation and Corporate Governance Committee (the ACCGC) on
February 23, 2023.

This report includes the information required under Articles L. 225-68, 6, L.225-37, L.225-37-
4, and L.22-10-20 of the French Commercial Code, Article L.511-100 of the French Monetary
and Financial Code and the terms of the AFEP-MEDEF Corporate Governance Code - which
Agence France Locale voluntarily follows.
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GLOSSARY

Agence France Locale (the Company or AFL) is a public limited company (société
anonyme) with a Management Board and a Supervisory Board. This legal form allows a
separation between:

- The Company’s management functions performed by the Management Board, and

- The Supervisory Board’s functions of overseeing the management of the Company.

AFEP-MEDEF Association Francaise des Entreprises
Privées and the Mouvement des
Entreprises de France

AFL or the Company Agence France Locale

AFL-ST or the Société Territoriale Agence France Locale - Société
Territoriale

AGM Annual General Meeting of Shareholders
of AFL

ARC Audit and Risk Committee

ACCGC Appointments, Compensation and

Corporate Governance Committee

AFEP-MEDEF Code The code published by the AFEP-MEDEF
on corporate governance of listed
companies, as revised in January 2020

Executive officers In public limited companies with
management and supervisory board, the
chairperson and members of the
management board

Non-executive officers In public limited companies with
management and supervisory board, the
chairperson of the supervisory board

Corporate officers All executive and non-executive officers
in the company

AFL Group or Agence France Locale Group The group composed of AFL and its
parent company AFL-ST

Non-executive directors In public limited companies with
management and supervisory board, the
members of the supervisory board

CSR Corporate social responsibility
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1. Declaration of compliance with the Code of Corporate Governance

In accordance with Articles L.22-10-10 4 of the French Commercial Code and 27.1 of the
AFEP-MEDEF Corporate Governance Code, the Company declares that it voluntarily
accepts, applies and adopts the recommendations issued by AFEP-MEDEF in its code as its
corporate governance reference framework. The rules of procedure of the Company’s
Supervisory Board incorporate the main provisions of said code™©.

Nonetheless, to account for its specific characteristics, AFL has made the following
governance choices:

= Shareholding by Board directors and members of the Supervisory Board (Articles
20 and 23 of the AFEP-MEDEF Code).

AFL does not apply Articles 20 and 23 of the AFEP-MEDEF Code: accordingly, the
corporate officers and members of the Company’s Supervisory Board hold no shares
in AFL or AFL-ST. This stems from the structure of the AFL Group: the shareholders
of the two companies consist, directly or indirectly, solely of organisations specified
in Article 1611-3-2 of the French General Local and Regional Authorities Code.

= Representation of Company employees on the Supervisory Board (Article 8 of the
AFEP-MEDEF Code).

AFL has opted not to apply Article 8 of the AFEP-MEDEF Code: because of its
lightweight economic model, particularly its low headcount of around thirty
permanent employees, its Articles of Association do not provide for the appointment
of employee representatives to the Supervisory Board™.

2. Assessment of the collective working of the Supervisory Board and the
individual contribution of the members

In accordance with Article L.511-100 of the French Monetary and Financial Code and Article
10 of the AFEP-MEDEF Code, it is the responsibility of the ACCGC to periodically, at least
once a year, review the following:

) composition and working of the Supervisory Board;

(i the knowledge, skills and experience of the members of the Supervisory Board;
and reports thereon to the Board (Board assessment).

The members of the Supervisory Board were invited to participate in the review of the
collective working of the Board and the individual contribution of the members, via a self-
assessment questionnaire drafted by the ACCGC. Feedback from the questionnaire's results
was analysed at the ACCGC meeting of November 14, 2022. On this basis, the ACCGC
proposed areas for improvement aimed at changing the functioning of the Board and its
committees. These were subsequently discussed and approved at the Supervisory Board
meeting of December 5, 2022.

In summary, this review process shows:

- An excellent Board culture and strong improvement in the quality of discussions and
presentations, following the previous action plan;

0 The AFEP-MEDEF Code and the rules of procedure of the Supervisory Board can be
consulted at the registered office of the Company.

"' Nor does the Company fall within the scope of Article L.225-79-2 of the French
Commercial Code.
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- Some areas for improvement including the physical organization of meetings, the need
to develop opportunities for discussion between members of the AFL Group's Boards,
and to continue extending strategic dialogue, particularly on CSR issues.

3. Composition and functioning of the management bodies

The Management Board exercises the management of the Company under permanent
control by the Supervisory Board, itself assisted in the performance of its duties by three
specialized committees: the Audit and Risk Committee (ARC), the Appointments,
Compensation and Corporate Governance Committee (the ACCGC) and the Strategy
Committee.

3.1. The Supervisory Board
3.1.1. Composition

In accordance with the Company’s Articles of Association, the Supervisory Board is
composed of a minimum of eight members and a maximum of eighteen members, and must
at least include:

(a) (a) the Chairperson of the Board of Directors of AFL-ST,;

(b) the Vice-Chairperson of the Board of Directors of AFL-ST;

© the Chief Executive Officer of AFL-ST;

(d) one expert with in-depth knowledge of the problems related to the finances
of local and regional authorities; and

(e) at least four (4) members with acknowledged professional skills in financial,
accounting, management, control or risk matters who serve on independent
public or private bodies. Under the Articles of Association:

» These members are considered independent and must have the requisite
financial or managerial qualities; it is the duty of the AFL-ST Board of
Directors, on recommendation of the AST-ST ACCGC, to propose their
appointment; and

» the number of members fulfilling the requirements of paragraph (e) must
always exceed the number of members of the Supervisory Board
appointed to represent the local and regional authorities in paragraphs
(a), (b), (c) and (d) above.

These rules underpin the independence of the members of AFL's Supervisory Board, a key
element in guaranteeing the managerial autonomy of AFL with respect to AFL-ST'2

The Articles of Association also stipulate an age limit: when the number of Supervisory Board members
over the age of 70 represents more than one-third of the Board, the oldest memberis automatically deemed to have
resigned.

In addition, an internal principle sets an age limit of 75 for acting as Chairperson or Vice-
Chairperson of the Company's Supervisory Board.

Composition of the Supervisory Board as at December 31, 2022:
13 members. As stated above, no member of the Board holds shares in the Company - see
section 1 of this Report.

2 See 3.1.4 of this Report.
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Mr. Sacha Briand - Chairman of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: December 11,
1969 =  Since September 28, 2020: Vice-Chairperson of the Board of Directors of AFL-ST
= 2017-2020: Permanent representative of the Toulouse Metropolitan Area on the

Board of Directors of ST
French nationality

Offices and positions held outside the Group

Professional

address: 112 rue Offices currently held Offices whose terms have expired in

Garibaldi, 69006 = Since 2005: lawyer at the Toulouse Bar | the last five years

Lyon = Since 2020: e 2017-2020: Member of the

- Member of the Board of Directors of the Board of Directors of SPL ZeFil

SEM of MINT - . _voti

Member of the : e 2016 - 2020: Non votlr?g

Supervisory Board - Chairperson of EPFL du Grand Toulouse member of the Supervisory

2 . - Member of the SDEHG inter- Board of SA ATB (Blagnac

municipality council airport)

st appointment: e Since 2014;

Coopted by the - Member of the SM Tisséo Collectivité
Supervisory Board Inter-municipality Committee

on September 28, - Member of the Board of Directors of SPL
2020 Tisséo Ingénierie

Renewals: AGM of - Member of the Board of Directors of
May 6, 2021 EPIC Tisséo Voyageurs

Expiry of term of - Member of the SM DECOSET Inter-
office: AGM 2025 municipality Committee

Other areas of expertise and experience

= Since 2014:
Deputy Mayor of the City of Toulouse
Vice-Chairperson of the Toulouse Metropolitan Area
- Regional Councillor of the Occitanie Region
= 1995 - 2013: Municipal Councillor of the city of Blagnhac
= 1998 - 2004: Chief Executive Officer of Services of the Muretain Municipality
Communities
= 1995 - 2004: Chief Executive Officer of Services for the Municipality of Muret
= 1993-1995: Public organization management consultant, JPA Consultants
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Ms. Pia Imbs Vice-Chairwoman of the Supervisory Board

DOB: March 14, 1960

French nationality

Professional
address:. 112 rue
Garibaldi, 69006
Lyon

Member and Vice-
Chairperson of the
Supervisory Board

st appointment:
AGM May 6, 2021

Expiry of term of
office: AGM 2025

Offices and positions held within the Group since its incorporation

Since March 29, 2020: Chairperson of the Board of Directors of AFL-ST

Offices and positions held outside the Group

Offices currently held

Since 2022:

o Member of the Board of Directors of the Association
Nationale des Pbéles d’Equilibre Territoriaux et Ruraux
et des Pays (ANPP - Territoires de projet)

Since 2021:

- Vice-President of GIP Grand Est Europe

Since 2020:

- Vice-President of Mission Opérationnel
Transfrontaliere (MOT)

- Director of Compagnie des Transports Strasbourgeois
(CTS)

- Director of Société dAménagement de d’Equipement
de la Région de Strasbourg (SERS)

- Director of Strasbourg Entzheim International Airport

- Vice-Chairperson of the Syndicat des Eaux et de
I’Assainissement d’Alsace-Moselle

- Vice-Chairperson of Syndicat Mixte Bruche-Mossig

- Member of the Agence de développement et
d’urbanisme de 'agglomération strasbourgoise
(ADEUS)

- President of the Schéma de Cohérence Territoriale de
la Région de Strasbourg (SCOTERS)

Since 2019:

- Vice-Chairperson of the Board of Directors of the
Association Mouvement pour I’Alsace

- Member of the Centre d’information sur les institutions
Européennes and the Euro Institution (CIIE)

Since 2014

- Chairperson of the Management Committee of the
Holtzheim Ephad

- Director of the Association d’aide et de service a la
personne du Bas-Rhin (ABRAPA)

Since 2008:

- Head of the CSR Chair and Human Resources Master at
EM Strasbourg business school

Offices whose terms

have expired in the last

five years
= None

=  Since 1994
o Senior Lecturer in HDR in Management Sciences at EM
Strasbourg
Other areas of expertise and experience
= Since 2020:

- Chairperson of the Strasbourg Eurometropolis
Since 2014:
- Mayor of the municipality of Holtzheim
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Mr. Rollon Mouchel-Blaisot - Member of the Supervisory Board

DOB: June 19, 1959
French nationality

Professional
address:. 112 rue
Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member of the
ARCGC

Ist Appointment. In
the Articles of
Association of
December 17, 2013

Renewals. AGMs of
May 5, 2017, and May
6, 2021

Expiry of term of
office: AGM 2025

Offices and positions held within the Group since its incorporation

Until May 24, 2017, Chairperson of the Board of Directors of AFL-ST

Offices and positions held outside the Group

Offices currently held

Offices whose terms have
expired in the last five years
2010-2017: Director General of
Services of the French Mayors’
Association

Head of the Action Cceur de Ville-Agence
Nationale de Cohésion des Territoires (ANCT)
program

Other areas of expertise and experience

2008-2010: Prefect, Senior director of French Southern and Antarctic Territories
2005-2008: Sub-Prefect of the Saint-Germain-en-Laye arrondissement
2003-2005: Secretary General for regional affairs at the Prefecture of the
Limousin region

2001-2003: Sub-Prefect of the Libourne district

1997-2000: Consul General of France to Melbourne

1995-1997: Chief of Staff to the Minister of Foreign Affairs

1994-1995: Sub-Prefect, director of Staff to the Prefect of Hautes-Alpes and the
Prefect of Maine-et-Loire, then to the Prefect of Rhdne-Alpes, assigned to the
Défense Sud-Est Zone

1986-1988: Parliamentary relations adviser to the Office of the Secretary of State,
Youth and Sports
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Mr. Olivier Landel - Member of the Supervisory Board

DOB: January 9,
1963

French nationality

Professional
address: 112 rue
Garibaldi, 69006
Lyon

Member of the
ARCGC

Member of the
Strategy Committee

Member of the ARC

st appointment. In
the Articles of
Association of
December 17, 2013

Renewals. AGMs of
May 5, 2017, and May
6, 2021

Expiry of term of
office: AGM 2025

Offices and positions held within the Group since its incorporation

AFL-ST Chief Executive Officer

Offices and positions held outside the Group

Offices currently held

Offices whose terms have
expired in the last five years

. None

Since 2015:; Delegate General of France Urbaine

Other areas of expertise and experience

2002-2015: General Delegate of the Association of Urban Communities of France
(ACUF), which became Urban France in 2016

2010-2015: General Delegate of the Study Association for the Local Authorities
Funding Agency

2009-2013: Guest speaker, Master’s Program in Territorial Development and
Urban Strategies (STU), Sciences-Po Formation

2009-2013: Chairperson of the Association of Auditors of IHEDATE

2001-2002: Senior Manager, Intercommunity, Management, Finance, Business
Intelligence, Ernst & Young

1996-2001: Organizational, finance and local authority management consulting,
Puyo Consultants/Objectif M+

1994-1996: Accounting, finance, local authorities and IT consulting, Olivier Landel
Conseil/Objectif M14

1991-1994: Deployment of financial management software for local authorities,
GFI solution (formerly SINORG)

1986-1991: Foreign Services of the Treasury, Accounting for local authorities,
Trésor Public (French public revenue office)

Mr. Francois Drouin - Member of the Supervisory Board
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DOB: August 7, 1951
French nationality

Professional
address:. 112 rue
Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member and
Chairperson of the
ARC

st appointment. In
the Articles of
Association of
December 17, 2013

Renewals. AGMs of
May 5, 2017, and May
6, 2021

Expiry of term of
office: AGM 2025

Offices and positions held within the Group since its incorporation

None

Offices and positions held outside the Group

Offices currently held

= Chairperson of ETI Finances (SAS)
=  Chairperson of the Supervisory Board of|*®
Gagéo (SAS)
=  Chairperson of ICF SAS -
=  Chairperson of IFIMM SAS
= Treasurer of
International Relations (IFRI)
= Director of IFRI foundation
=  Director of the Valentin Hally Foundation -

Offices whose terms have expired in

the last five years

Director of the Fondation Notre-

Dame

Director of the Collége des

Bernardins SA

Director of MS BEAUTILAB SA

(company incorporated under

Swiss law)

President, Autoroutes et Tunnel du

Mont Blanc SA

=  Chairperson of the Supervisory
Board of GEIE du Tunnel du Mont
Blanc

=  Vice-Chairperson of the Board of
Directors of BPI France

=  Member of the Supervisory Board
of WelLikeStartup Partners SAS

the French Institute of|"

Other areas of expertise and experience

2013-2017: President, Autoroutes et Tunnel du Mont Blanc (ATBM)

2013-2017: Chairperson of the Société francaise du tunnel routier du Fréjus
2007-2013: Chairperson & CEO, Oséo

2003-2007: Chairperson of the Management Board, Crédit Foncier de France
1991-2003: Chairperson of the Management Board, Caisse d’épargne de Midi-
Pyrénées

1989-1992: Chairperson of the Management Board, Société régionale de
financement (Sorefi), Caisses d’épargne de Midi-Pyrénées

1986-1989: Regional director, CDC et Crédit local de France pour la Bourgogne
1985-1986: Regional director, CDC pour la Haute-Normandie

1980-1985: Head of the territorial district of Valenciennes for the departmental
office of infrastructure for the North, and the regional navigation division of the
Nord-Pas-de-Calais region.
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Ms. Victoire Aubry-Berrurier - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: June 5, 1966
French nationality

Professional
address: 112 rue
Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member of the ARC

st appointment: In
the Articles of
Association of
December 17, 2013
Renewals. AGMs of
May 5, 2017, and May
6, 2021

Expiry of term of
office: AGM 2025

None

Offices and positions held outside the Group

Offices currently held

Member of the Executive Committee of
Icade in charge of finance, IT, Digital, legal
affairs and the work environment
Director of Icade Management

Director of BPI Participations and BPI
Investissements and Member of the Audit
Committee (representing Caisse des
Dépbts et Consignations)

Member of the Board of Directors of
OPPCI ICADE HEALTHCARE EUROPE
Member of the Board of Directors of
ICADE Santé SA

Offices whose terms have expired in
the last five years

= None

Other areas of expertise and experience

Market finance, M&A, strong experience in financial management of listed companies
(communication, closures, strategy, etc.) legal expertise in real estate and corporate /
governance, taxation, Audit, Cl, Risks, Project management

Since 2015: Member of the Executive Committee of Icade in charge of finance, IT,
Digital, legal affairs and the work environment
2012-2015: Member of the Executive Committee in charge of Finance, Legal

Affairs and IT, Compagnie des Alpes

2006-2012: Director of Steering and Performance, CNP Assurances
2002-2006: Head of Strategic Monitoring of Competing Financial Activities,

Caisse des Dépodts et Consignations

1990-2001: Trader on the credit market, then supervisor of risks and earnings on
complex products, management supervisor of US investment banking activities,

CDC Ixis
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Mr. Nicolas Fourt - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: September 22,
1958

French nationality

Professional
address: 112 rue
Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member of the
Strategy Committee

Ist Appointment. In
the Articles of
Association of
December 17, 2013

Renewals. AGMs of
May 5, 2017, and May
6, 2021

Expiry of term of
office: AGM 2025

=  None

Offices and positions held outside the Group

Offices currently held

Deputy Chief Executive Officer and director of
Sienna Private Credit SAS (formerly Acofi
Gestion SA)

Chief Executive Officer,
Management Board, 2A SAS
Director of Acofi SAS
Director of Denis Friedman Productions SA
Chairperson of NF Conseil SAS

Director of CDC Croissance SA

Member of the

Offices whose terms have expired in

the last five years

= 2017 - June 2020: Member of the
Supervisory Board of Qivalio
(formerly Spread Research - ESMA
regulated rating agency)

Other areas of expertise and experience

= 2013-2021: Asset management (Acofi Gestion and CDC Croissance) - AMF

regulation

= 2017-2020: Financial and non-financial rating, Qivalio - ESMA regulation
= 2009-2013: Consulting services for companies and local authorities, Alfafinance;

AMF regulation

= 1986-2008: Fixed income and equity financial markets (CDC then Ixis then Natixis)

- ACPR regulation
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Mr. Lars Andersson - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: March 27, 1952

Swedish nationality =  Nonhe
Professional
address: 112 rue Offices and positions held outside the Group
Garibaldi, 69006 . . . -
Lyon Offices currently held Offices W_hose terms have expired in
= Since 2021: Senior Advisor at the Global Fund | the /ast five years

for Cities Development (FMDV) = 2018-2022: Member of the City
?5;?5i;g:;ge<)ard = Since 2009: Founder and Chairperson AB Finance Lab Committee

Marten Andersson Productions (AB MA|® 2013-2020: Director at the Global
Member and Productions) Fund for Cities Development
Chairperson of the (FMDV)
Strategy Committee
st appointment: In
the Articles of
Association of
December 17, 2013 Other areas of expertise and experience
Renewals. AGMs of
May 5, 2017, and May = 2007-2009: Chairperson & CEO of Bankhalsan i Stockholm AB, Halsostrategen |
6, 2021 Stockholm AB, and Galleriva AB
Expiry of term of = 2001-2007: Communications officer, Strategic adviser to the Chairperson, and
office: AGM 2025 financing expert for the local and regional authorities, Svensk Exportkredit

(Swedish export credit company)
= 1986-2001: Chairperson & CEO of the Kommuninvest Group
= 1986-1986: Administrative director of the Orebro Regional Theater
= 1984-1986: Chief Accountant and Financial Officer for the City of Karlstad
= 1976-1984: Chief Financial Officer for the City of Laxa

78



Ms. Sophie L’Hélias - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: December 30,
1963

French nationality

Professional
address: 112 rue
Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member and
Chairperson of the
ACCGC

st appointment:
AGM of February 4,
2021

Expiry of term of
office: AGM 2025

None

Offices and positions held outside the Group

Offices currently held

Since December 2022: Member of the Board of
Directors of IWG Plc

Since 2021:

- Independent director of Herbalife Nutrition Ltd.
- Member of the International Strategy Board of

Equanim

- Member of the Board of Directors of the
European Corporate Governance Institute
(ECGD

- Member of the High Committee of Corporate
Governance (HCGE)

Since 2020: Independent consultant at
ImpactXXchange SAS
Since 2018:

- Member of the Board of Directors of SICAV
Echiquier Positive Impact

- Independent director and member of the
Governance, Strategy and CSR Committees of
Africa50 Infrastructure fund

Since 2015: Fellow, The Conference Board, ESG

Center

Since 2000: Founder

LeaderXXchange

and Chairperson of

Offices whose terms have

expired in the last five years

=  January 2022-November
2022: Chairperson of the
Board of Directors of SUEZ SA

= 2015-2022: Member of the
Advisory and Editorial Board
of the Hawkamah Institute for
Corporate Governance

= 2016 - March 2021:
Independent director, member
of the Audit and
Compensation Committee,
and member of the Social,
Nomination and Governance
Committee of Kering SA

= 2019-2021: Member of the
MEDEF Governance
Committee

= 2017-2018: Advisor, UN Global
Compact SDG leadership
Blueprint, New York

Other areas of expertise and experience

Co-founder, International Corporate Governance Network (ICGN)

1994-2001: CEO, Franklin Global Investors (FGIS)
Former Member of the Paris and New-York Bar
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Ms. Delphine Cervelle - Member of the Supervisory Board

DOB: June 16, 1976
French nationality
Professional
address: 112 rue

Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member of the
Strategy Committee

Ist Appointment.
Coopted by the
Supervisory Board
on March 28, 2022

Expiry of term of
office: AGM 2025

Offices and positions held within the Group since its incorporation

None

Offices and positions held outside the Group

Offices currently held

Offices whose terms have expired in
the last five years

April 2017-October 2020: External
Rapporteur to the Court of Auditors

Since November 2021: Member and Co-
Founder of the “Sense of Public Service” | *
think tank

Since August 2021 Member of the
Expert Committee for the Local and
Regional Authorities Legal Week, Lexis
Nexis

Since April 2018: Regional Delegate,
Association of Territorial Administrators
of France (AATF)

Other areas of expertise and experience

Business and financial management of the administration, management of accounts and
public institutions, public policy evaluation, steering major partnership projects, economic
development.

Since November 2020: General Manager- Services, City of Saint-Ouen-sur-Seine
April 2017-October 2020: External Rapporteur to the Court of Auditors

March 2016-April 2017: Chief of Staff, Secretariat of State for Local and Regional
Authorities

May 2015-February 2016: Sub-Prefect, Chief of Staff, Cher prefecture
September 2010-2015: Deputy General Manager - Solidarity, City of Aubervilliers
September 2005 - December 2011: Senior Lecturer in Law and Management for
Local and Regional Government, Sciences Po Paris

January 2015-April 2015: Planning Officer, lle de France region

September 2006-September 2010: Head of the health and social services
department, lle de France region

November 2003-August 2004: Head of financial research into social housing, City
of Paris

January 2002-November 2002: Head of corporate real estate and ICT
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Ms. Marie Lemarie - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: January 4,
1972

= None
French nationality
Professional Offices and positions held outside the Group
adadress:. 112 rue . . . .
Garibaldi, 69006 Offices currently held Off/c?s whose terms have expired in the
Lyon »  Since 2018: Chief Executive Officer | /ast five years
of Scor Ireland =  March 2012-June 2018: Director at
W o =  Since 2012: Member of the Board of various entities of the Groupama Group:
Suen;r\?irsgr Beoard Directors and Audit Committee, Assu-Vie
P y Eiffage Fonciere Parisienne
Member of the Confintex 6
Audit a_md Risk Gan Assurances
Committee Gan Patrimoine

Gan Prevoyance

Groupama Asset Management
Groupama Biztosito (Hungary)
Supervisory Board Groupama Immobilier

on September 28, =  Groupama Assicurazioni (Italy) 2015-
2022 2018: Director, Association Francaise des
Gestionnaires Actif-passif (AFGAP)

Ist Appointment.
Appointed by the

Expiry of term of
office: AGM 2025

Other areas of expertise and experience

=  March 2012-June 2018: Chief Investment Officer and head of financial transactions,
Groupama SA

=  February 2003-February 2012: Chief Investment Officer, Aviva France and Europe

= 1999-2003: Head of Diversified Management, State Street Banque

= 1996-1998: Economist, Rexecode

Ms. Sophie Souliac - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation
DOB: April 30, 1970
French nationality

Professional
address: 112 rue

= None

Offices and positions held outside the Group
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Garibaldi, 69006
Lyon

Member of the
Supervisory Board

Member of the
ARCGC

Ist Appointment.
AGM December 5,
2022

Expiry of term of
office: AGM 2026

Offices currently held

Offices whose terms have expired in

= Since 2017: Chief Executive Officer of | the last five years
Hiram Finance France =  None

Other areas of expertise and experience

= 2009-2017: Consultant Manager, Hiram Finance
= 2012-2016: Director, Conservatoire de Musique, Asniéres sur Seine
= July 2007-April 2009: Chief Executive Officer, Natixis Alternative Investments

Limited UK

=  September 2002-September 2007: Co-CEO of structured products on alternative
management funds, IXIS Corporate & Investment Bank

=  2000-2002: Risk Manager, IXIS Corporate & Investment Bank

= 1995-2000: Risk Controller, Caisse des Dépots et Consignations
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Mr. Julien Denormandie - Member of the Supervisory Board

Offices and positions held within the Group since its incorporation

DOB: August 14,
1980

= None
French nationality
Professional Offices and positions held outside the Group
address. 112 rue . . . -

. . Offices currently held Offices whose terms have expired in the last
Garibaldi, 69006 g
Lyon »  Since September 2022: Chief | five years
Impact Officier, SWEEP = July 2020-May 2022: Minister of Agriculture
Memb £ th = Chairperson, HMAGi SASU and Food
ember or the »  Director, Fleximmo = October 2018-July 2020: Minister for the

Supervisory Board : . . .

=  Chairperson, Institute for City and Housing
Member of the - Sustainable Finance = June 2017-October 2018: Secretary of State
Strategy Committee for Territorial Cohesion

= April 2016-May 2017: Deputy General

Ist Appointment. Secretary, En Marche
AGM December 5,
2022
Expiry of term of Other areas of expertise and experience

office: AGM 2026

= 2014-2016: Deputy Chief of Staff, Ministry of Economy

= 2012-2014: Advisor, Ministry of Economy and Finance and Ministry of Foreign
Trade

= 2010- May 2012: Bureau Chief, Treasury Department, Turkey, Balkans, CIS and
Middle East Office

=  2008-2010: Economic advisor: French Embassy in Egypt

] 2004-2008: Deputy Bureau Chief: Ministry of Economy and Finance, Treasury
Department, CIS and Middle East project finance Office
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= Changes in the composition of the Supervisory Board and the specialized
committees during the 2022 financial year:

Departures Appointments - Cooptions
Supervisory Board meeting of June Supervisory Board meeting of March 28,
Supervisory 13, 2022: 2022:
Board -Carol Sirou (resigned for personal - Delphine Cervelle coopted
reasons)

Supervisory Board meeting of September 28,
2022: - Marie Lemarié coopted

AGM December 5, 2022:

Appointment of Sophie Souliac and Julien
Denormandie

Supervisory Board meeting of June Supervisory Board meeting of September 28,
13, 2022: 2022: Marie Lemarié

- - Carol Sirou

Supervisory Board meeting of June Supervisory Board meeting of December 5,
13, 2022: 2022:

- Carol Sirou - Sophie Souliac

Supervisory Board meeting of March 28,
2022:

Strategic
Committee - Delphine Cervelle

- Supervisory Board meeting of December 5,
2022:

- Julien Denormandie

3.1.2. Rules applicable to the appointment of members of the Supervisory Board

Pursuant to the laws in force, appointment of Supervisory Board members is the
responsibility of the Ordinary General Meeting of Shareholders.

Pursuant to Article L.225-78 of the French Commercial Code, the Company’s Articles of
Association further stipulate that if one or more members vacates their seat due to death or
resignation, the Supervisory Board has the option to co-opt a new member in order to
temporarily replace those members, and the appointment must be ratified by the next
General Meeting following the appointment.

This procedure is also applicable in the event that the number of members on the
Supervisory Board falls below the statutory minimum (eight [8] members), for the purpose
of adding new members within three months of the date of the vacancy.

All applications for memberships on the Supervisory Board are reviewed, prior to their
submission to the General Meeting of Shareholders of the Company, by the ACCGC of AFL
and the ACCGC of the Société Territoriale, pursuant to Article 15.2.1 of the Company’s
Articles of Association, so as to ensure compliance in the composition of the Supervisory
Board.

While taking into account the specificities of the AFL Group, the directors are appointed
taking into account their skills and experience in relation to the activities of the Company
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and the AFL Group. This assessment is made on the basis of a skills analysis grid, both
individually and considering the collective expertise of the Board. Appointments are
approved by the supervisory authorities (“fit and proper” analysis).

3.1.3. Knowledge, skills, and experience of the Supervisory Board members
= Evaluation of the individual contribution of the Members of the Supervisory Board

The Company’s ACCGC meeting of November 14, 2022 confirmed that all the members of
the Supervisory Board have key areas of expertise with regard to the Company’s activity,
which enable it, as well as the AFL Group, to develop under the aegis of a high-quality Board.

As a result, the composition of the Supervisory Board and its committees meets the
corporate governance requirements relating to the Company’s activity by combining
experts from the local public sector with independent professionals recognized for their
professional skills in finance and management who serve or have served on independent
public or private bodies, in France or abroad.

The coexistence within the Supervisory Board of skills and expertise in the banking sector,
combined with a strong knowledge of the challenges of the local public sector and the
functioning of local authorities, is considered essential by the members of the Supervisory
Board interviewed in the context of the assessment of the Board.

= Training of Board members

In accordance with the AFL Group training plan, any new member of the AFL Supervisory
Board receives training sessions on the regulatory and strategic issues faced by the AFL
Group, and the governance principles of the AFL Group.

=  Conflicts of interest:

The Code of Ethics for the members of the Supervisory Board™ details all of the rights and
obligations incumbent upon the members of the Supervisory Board, both collectively and
individually, particularly with regard to the management of conflicts of interest and the duty
to alert in the event of wrongdoing.

The ACCGC conducts an annual review of the terms of office and other functions exercised
by the members of the Supervisory Board outside the AFL Group in order to prevent the
occurrence of conflicts of interest.

If potential conflicts of interest arise, the member of the Board or Committee concerned
shall take all appropriate measures to deal with the situation of conflict. Specifically, they
shall recuse themselves from any discussions and decision-making on the issue in question.
In order to reaffirm the importance of addressing potential conflicts of interest within the
AFL Group and following the publication of the Decree of February 25, 2021 amending the
Decree of November 3, 2014 on internal control in credit institutions, the Supervisory Board
of the Company and the Board of Directors of AFL-ST, at its meeting on March 28, 2022, on
the favorable opinion of the ACCGC of the two companies, adopted a Conflict of Interest
Management Policy.

During the 2022 financial year, no member of the Supervisory Board noted the occurrence
of a potential conflict of interest as regards the exercise of his or her office at AFL, which
the Company’s ACCGC duly noted on February 23, 2023.

3.1.4. Independence of the members of the Supervisory Board

3 Approved by the Supervisory Board on September 21, 2017, updated on June 30, 2020
and annexed to the Rules of Procedure of the Supervisory Board.
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The independence of the members of the AFL Supervisory Board is guaranteed by
application of the the independence criteria in both the AFEP-MEDEF Code (Article 9.5)™
and AFL's Articles of Association.

Under Article of Association 15.1, members representing AFL-ST or drawn from local or
regional authorities do not qualify as independent with regard to their involvement in the
governance of the parent company and the capital links between the local authority from
which they come and the AFL Group.

The following are excluded from the classification of independent members, specifically for
the AFL Group (and in addition to the criteria set out in the AFEP-MEDEF Code):

- Any elected official or employee of a local authority shareholder of the AFL Group,
regardless of their percentage stake (Article 2.3 of the rules of procedure of the
Supervisory Board);

- Supervisory Board member(s) appointed as experts with in-depth knowledge of local
authority finance issues (Articles of Association 15.1.2 and 15.3).

AFL's Articles of Association (Article 15.1.4) require that the number of members of the
Supervisory Board appointed for their professional financial and management skills (see 3.1.1 above) must
always exceed the number of members of the Supervisory Board appointed to represent
the local and regional authorities.

Also, in accordance with Article 9.3 of the AFEP-MEDEF Code, at least a third of directors
must be independent (within the meaning of the independence criteria set out in the AFEP-
MEDEF Code).”

Also, under the rules of procedure of the Supervisory Board and the AFEP-MEDEF Code,
directors lose their independent status after 12 years’ service on the Board (the loss of
independent member status applies only at the end of the term of office during which the
12-year point was passed).

In accordance with Article 9.4 of the AFEP-MEDEF Code, the ACCGC discussed the
independent director status of each member of the Board as part of its annual assessment
of the functioning of the Supervisory Board.

The table below summarizes the independence criteria of the members of the Supervisory
Board, as established by the ACCGC. At December 31, 2022, 8 of the Supervisory Board's 13
members were independent, i.e. 61.54%.

4 See Appendix of this Report.
5 As AFL is controlled, within the meaning of Article L.233-3 of the French Commercial
Code, by AFL-ST
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Criterial®

Sacha Briand
Non-independent

Pia Imbs
Non-independent

Criterion 1 - AFEP-
MEDEF Code

Salaried Board
director/Executive
officer/director of the
company or its parent
company or the
consolidated
company in the five
Yyears preceding their
appointment

X

Sacha Briand is also Vice-
Chairperson of the Board of
Directors of AFL-ST

X

Pia Imbs is also Chairperson
of the Board of Directors of
AFL-ST

Criterion
3 - AFEP-
MEDEF

Criterion
2 - AFEP-
MEDEF
Code Code

Cross- Significan

directors | t

hips business
relationsh
ips

X v

see previous
column

X v

see previous
column

Criterion
4 -
Family
ties

Criterion 5 -
AFEP-MEDEF
Code

Statutory
Audlitors

16 & = independence criterion met and X = independence criterion not met
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Criterion
6 - AFEP-
MEDEF
Code

Term of
office
exceeding
12 years

Criterion 7
- AFEP-
MEDEF
Code

Non-
executive
director
status

Criterion 8 -
AFEP-
MEDEF
Code

Status of
major
shareholder

X

(i) Vice-
Chairperson of
the Toulouse
Metropolitan
Area, (ii) Deputy
Mayor of the city
of Toulouse, (iii)
Regional
Councillor for
the Occitanie
Region, and (iv)
Member of the
Inter-
municipality
Committee of
SM Tisséo
Collectivity,
shareholders in
AFL-ST.

X

Chairperson of
the
Eurometropolis
of Strasbourg, a
shareholder of
AFL-ST.

Criterion
specific to the
AFL Group:

Elected
official or
employee of a

local authority
shareholder of

the AFL
Group’”

Criterion specific
to the AFL
Group:

Expert with in-
depth
knowledge of
the problems
related to the
finances of local
and regional
authorities 8




Rollon Mouchel- v v v v
Blaisot

Non-independent

Olivier Lande/ X X 4 v
Non-independent Olivier Landel holds the see previous

position of Chief Executive column

Officer of AFL-ST
Delphine v v v v
Cervelle
Non-independent
Lars Andersson v
Independent v v v
Victoire Aubry v v v v
Independent
Frangois Drouin v v v v
Independent
Nicolas Fourt v v v v
Independent
Sophie L’Hélias v v v v
Independent
Marie Lemarié v v v v
Independent
Sophie Souliac v v v v
Independent
Julien v v v v
Denormandie

7 Article 2.3(e) of the rules of procedure of the Supervisory Board

8 Articles of Association 15.1.2(d) and 15.1.3



Independent

3.1.5. Balanced composition of the Board and the committees, and objectives pursued

Gender balance, and diversity in general, is an important part of the values of the Agence France Locale Group.

Agence France Locale has set targets to ensure a balance between men and women on its Supervisory Board, voluntarily applying the rules
for having 40% representation of women on the Supervisory Board in Article L.225-69-1, 1 of the French Commercial Code and Article 7 of the
AFEP-MEDEF Code, (even though the Company does not fall within the scope of these texts).

At the end of financial year 2022, the Supervisory Board was composed of six women and seven men, i.e. a proportion of 46.15/53.85%, a clear
increase compared on the previous year when it was 40/60%).

The specialized committees also meet the target for gender balance.

The ACCGC and the Supervisory Board have also reaffirmed the diversity policy for the management bodies, committing to having at least
one member of each gender on the Company's Management Board. At December 31, 2022, the Management Board achieved gender equality
with two men and two women members.

3.1.6. Conditions for preparing and organizing the Board’s work

e Overview of the duties of the Supervisory Board:

The Supervisory Board exercises permanent control over the management of the Company by the Management Board. At any time of the
year, it shall perform the checks and controls it deems appropriate and may be given such documents as it deems necessary for the
accomplishment of its mission. The work of the Supervisory Board is governed by its rules of procedure.

The following decisions can only be taken by the Management Board with the prior authorization of the Supervisory Board (Article of
Association 15.8):

- transfers of immovable assets, total or partial transfers of shareholdings and establishments of security interests;

- decisions relating to the Company’s major strategic, economic, financial or technological policies and the definition of its annual
financing policy;
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- the strategic plan and the decisions relating in particular to the launching of new activities, acquisitions of companies, entry into any
alliance or partnership, transfers of assets (including universal transfers of assets) of a significant amount and, more generally, any
significant investment or disinvestment;

- decisions relating to the granting of options to subscribe for or purchase shares or equivalent securities to Board directors and/or
executives as well as the allocation of free shares;

- decisions relating to financing that may substantially alter the financial structure of the Company and were not considered when the
annual financing policy was defined,;

- the draft resolutions to be submitted to the General Meeting of Shareholders pursuant to Article L.228-92 of the French Commercial
Code relating to the issue of securities, whether or not they grant access to share capital and/or voting rights, and the establishment

of terms and conditions for the issue of said securities; and

- proposed dividend distributions and similar transactions.

e Organization of the meetings:

The procedures for organizing meetings of the Supervisory Board and its specialized committees are determined by the Articles of Association
and the rules of procedure of the Supervisory Board.

The Supervisory Board meets at least once a quarter. It deliberates on the agenda covering all matters that must be submitted to it by law,
regulations and the Articles of Association.

Depending on the issues included on the agenda, the Chairperson of the Supervisory Board may decide, on a proposal from a member of the
Supervisory Board, to invite any person he or she considers useful, whether or not the said person is an employee of the Company, to present
information or contribute to the discussions leading up to the deliberations. The Statutory Auditors are invited to all meetings of the
Supervisory Boards during which the annual or half-year financial statements are reviewed.

The Supervisory Board is convened by the Chairperson of the Supervisory Board or, if the Chairperson, is unable to do so, by the Vice-
Chairperson, if there is one. Meetings of the Supervisory Board may be called using any means of communication. The notice period for calling
a meeting is eight calendar days, which may be shortened in event of a duly justified emergency. The Supervisory Board may validly deliberate
in the absence of notice if all its members are present, deemed present or represented.

With the same notice period, except in the case of emergency, the members of the Supervisory Board shall receive the meeting agenda plus
the items necessary for their consideration so they can make an informed decision on the matters on the agenda. Documents are sent in
encrypted mode via a highly secure dedicated digital space.
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Supervisory Board members may attend meetings by video-conference or appoint another Supervisory Board member as proxy to represent
them, except for Supervisory Board meetings called to approve the annual financial statements.

Each Supervisory Board member can represent only one other member at a meeting of the Supervisory Board.

Members of the Supervisory Board may only be represented by proxy at a limited number of meetings, set in 4.1.1 of this Report. Above this
number, their attendance by proxy no longer counts for the purpose of allocating compensation.

Each Supervisory Board member must be provided with any documents they deem useful or necessary for the performance of their duties.
The obligation to obtain information incumbent on Supervisory Board members means they also have the right to obtain the information
requested.

All participants in meetings of the Supervisory Board are bound by an obligation of confidentiality and discretion as to the information
exchanged at those meetings.

e Summary of the Board’s activities during the past financial year:

In addition to the points and decisions pertaining to its legal prerogatives, especially as regards the review of the annual and half-year financial
statements, the Supervisory Board discussed all of the major actions undertaken in 2022, both internally (organization, compensation,
objectives, etc.) and externally (bond issue ceilings, financial policies, etc.).

The Supervisory Board met four times in 2022 and approved the following matters, among others:

=  Strategy:

- AFL trajectory 2030;

- Membership development strategy;

- Communication strategy, including the 2023-2026 communications plan;

- CSR strategy, including setting out the CSR trajectory and the Climate and Sustainable Finance 2023 roadmap;

= Budget and financial and commercial outlook:
- Approval of the business plan;
- Review of the projected budget outturn for the past financial year and approval of the budget for the upcoming financial year;
- Opinion on the draft annual review of the k-factor to be put to the AFL-ST Board of Directors;

= Review of financial policies:
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Liquidity policy;

Interest rate and foreign exchange risk hedging policy;

Policy on investment (including responsible investment) and management of credit risk from market activities;
Lending policy;

Credit rating policy;

Financial strategy and risk appetite; update of global risk map;

= Debt programs (EMTN and ECP):

Approval of the borrowing program and the issuance ceiling for the coming financial year;

= Review of compensation policies:

Amount of fixed and variable compensation granted to members of the Management Board for the 2021 financial year;
Compensation packages allocated to employees, specifically those classed as “risk-takers”, for the 2021 financial year;
Compensation policy for the 2022 financial year, including the professional and equal pay policy;

Establishment of quantitative and/or qualitative annual targets to be taken into account when determining 2022 variable
compensation;

Policy on gender equality;

Breakdown of the total amount of compensation allocated at the AGM to the members of the Supervisory Board for the financial
year ended December 31, 2021 and opinion on the principle of compensation allocation for the 2022 financial year;

= Review of regulated agreements:

Annual review of regulated (i.e. related-party) agreements previously entered into which continued to be executed during the
2022 financial year;
Review of the employment contract of Ms. Laurence Leydier, Head of Membership and Credit, newly appointed to the
Management Board;

= Review of internal control and risk monitoring:

Work and outcomes of internal control and risk monitoring

Risk mapping and risk appetite;

Price of products and services referred to in Article L.511-94 of the French Monetary and Financial Code:
Policy on outsourcing, including review of steps taken to control outsourced activities;

Procedure for significant incidents;

Liquidity position;
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Internal Control Charter;

Annual Report on Internal Control (ARIC);

Annual Report on Internal Control for AML-CFT;
Recovery Plan (RP);

Contingency and Business Continuity Plan (CBCP);
Cyber-security and cyber-resilience;

= Regular controls:

Biannual reports (including recommendations, implementation of remedial measures, and follow-up of their implementation);
Approval of the periodic audit plan for the 2023 financial year;

= Governance:

Work on the composition of the Supervisory Board, including the process of identification, appointment and on-boarding of new
members, and the introduction of non-voting members;

Opinion on an inflation compensation scheme for AFL employees and executives;

Evaluation of the collective functioning of the Supervisory Board and its committees, as well as the experience and skills of the
members of the Supervisory Board, on an individual basis;

Review of gender representation on the Company’s Supervisory Board,;

Review of the diversity policy within the governing bodies;

Approval of this Corporate Governance Report.

In accordance with the applicable regulations and the provisions of the Supervisory Board’s rules of procedure, the members of the
Supervisory Board have been duly informed of the work and recommendations of the specialized committees and the Statutory Auditors.

The minutes of the meetings of the Supervisory Board were approved at the following meeting. Such approval confirmed the faithful
transcription of the contents of the minutes.

3.2.The specialized committees of the Supervisory Board

The Supervisory Board is supported in its work by three specialized committees:
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Supervisory Board

Appointments,
Audit and Risk Compensation and
Committee (ARC) Corporate Governance
Committee (ACCGC)

Strategic Committee

The Committees provide in-depth analysis and consideration prior to the discussions of the Supervisory Board and help prepare its decisions.
They have no decision-making powers and their opinions, proposals or recommendations are not binding on the Supervisory Board which
remains the ultimate decision-maker.

3.2.1. The Audit and Risk Committee

a) Composition of the Audit and Risk Committee

At December 31, 2022, the Audit and Risk Committee has four members: Ms. Victoire Aubry, Mr. Olivier Landel, Ms. Marie Lemarié, and its
Chairman Mr. Francois Drouin.

b) Conditions for preparing and organizing the Committee’s work

= Qverview of the missions of the Committee and organization of the meetings

The main mission of the Audit and Risk Committee is:

) to oversee the preparation and dissemination process for accounting and financial information, assess the relevance and
permanence of the accounting policies and principles adopted for the preparation of the annual and interim financial statements;

(i) to verify the effectiveness of the internal control and risk management procedures;

(iii) to ensure by any means the quality of the financial, accounting or risk management information provided to the Supervisory Board;
and
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(iv) to give the committee its assessment of the work performed by the Statutory Auditors and its opinion on the renewal of their terms
of office.

The rules of procedure of the Supervisory Board precisely define its operations and its tasks.

The Audit and Risk Committee reports regularly to the Supervisory Board on the performance of its duties and informs it without delay of any
difficulties encountered. Such reports shall be inserted either in the minutes of the relevant meetings of the Supervisory Board, or appear in
an appendix to the minutes.

In order to carry out its mission, the Audit and Risk Committee has at its disposal all the resources made available to it under the rules of
procedure of the Supervisory Board.

The Audit and Risk Committee meets at least twice a year to review the annual and half-year financial statements, and as often as the
Company’s interests require.

=  Summary of the work of the Audit and Risk Committee during the past financial year

During the 2022 financial year, the Audit and Risk Committee met four times. Its work addressed all the points falling within its competence
before submission to the Supervisory Board.

3.2.2. The Appointments, Compensation and Corporate Governance Committee (ACCGC)
a) Composition

At December 31, 2022, the ACCGC has four members, Mr. Rollon Mouchel-Blaisot, Mr. Olivier Landel, Ms. Sophie Souliac and its Chairwoman
Ms. Sophie L’Hélias.

b) Conditions for preparing and organizing the Committee’s work

= Qverview of the missions of the Committee and organization of the meetings

The ACCGC’s primary mission is:

) to examine any candidacy for the position of Supervisory Board member and the composition of the Board and its committees;

(i to make recommendations on the appointment or succession of executive directors;

Ciii) to ensure compliance with the rules of governance and the proper functioning of the corporate bodies, in particular by conducting
an annual review of the functioning of the Supervisory Board and its Committees, and proposing any areas for improvement;

(iv) to assess the collective competence, and ensure the experience and individual skills of the members of the Supervisory Board,
guaranteeing the collective functioning of the Board, and discuss annually the qualification of “independent” member; and
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v) to annually review the Company’s compensation policy, and formulate an opinion in particular on the compensation and
performance objectives allocated to Board directors and risk-takers.

The rules of procedure of the Supervisory Board precisely define the functioning and missions of the ACCGC.

In order to carry out its mission, the ACCGC has at its disposal all the resources made available to it under the rules of procedure of the
Supervisory Board.

= Summary of the Committee’s activities during the past financial year

In 2022, the ACCGC met four times. Its work notably addressed all the points falling within its competence before submission to the
Supervisory Board.

Specifically, in 2022 the ACCGC specified the following procedure for selecting future members of the Supervisory Board: 1) development of
a matrix of key skills useful to work of the Board and the development of AFL’s strategy, 2) shortlisting of potential candidates, 3) interviews,
then 4) recommendation after in-depth study of the candidate including the fit & proper criteria of the Prudential Control and Resolution
Authority (ACPR). Members of the Supervisory Board appointed in 2022 were selected according to this procedure after interviews with the
Chairwoman of ACCGC, the Chairman of the Supervisory Board and the Chairman of the Committee they were to join. Finally, the skills matrix
is used to create a pool of potential candidates as part of the Supervisory Board’'s succession plan.

Also, AFL’s Management Board submitted its succession plan to the Chairman of the Supervisory Board and the Chairwoman of the ACCGC.

3.2.3. The Strategy Committee
a) Composition

At December 31, 2022, the Strategy Committee has five members, Mr. Olivier Landel, Mr. Nicolas Fourt, Ms. Delphine Cervelle, Mr. Julien
Denormandie and its Chairman Mr. Lars Andersson.

b) Conditions for preparing and organizing the Committee’s work

=  Qverview of the missions of the Committee and organization of the meetings

The Strategy Committee meets as many times as its members deem necessary, and at least once before each quarterly meeting of the
Supervisory Board.
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The Strategy Committee reviews and monitors the completion of the Company’s strategic plan, projects and strategic operations. As such, it
expresses its opinion on:

— major strategic directions;
— development, communications and CSR policy;
— major projects and planned financing and refinancing programs.

The Strategic Committee also reviews draft strategic agreements and partnerships and any other significant projects.The decision as to which
projects are significant is the responsibility of the Chairman of the Strategic Committee, based particularly on the size of the commitments
involved.

In general, the Strategy Committee gives its opinion on any strategic issue referred to it by the Supervisory Board.

In order to carry out its mission, the Strategy Committee has at its disposal all the resources made available to it under the rules of procedure
of the Supervisory Board.

=  Summary of the Committee’s activities during the past financial year

During the 2022 financial year, the Strategy Committee met four times. Its work notably addressed all the points falling within its competence
before submission to the Supervisory Board. It also held several informal meetings to prepare and then review the strategy seminar. This was
held on April 4, 2022, and brought together the members of the AFL Supervisory Board and the AFL-ST Board of Directors.

The Strategy Committee regularly examines certain major themes to define the AFL Group’s strategy, including:

- changes in the regulatory and competitive environment;

- changes in the situation of French local authorities with regard to loans and AFL’s market share;
- the membership development strategy and partnerships,

- communication strategy.

The Strategy Committee focuses its agenda on themes it identifies as the key strategic challenges for the AFL Group. In the past financial year
these were:

- CSR strategy;
- The AFL trajectory 2030;

3.2.4. Members’ attendance at Supervisory Board and Specialized committee meetings: participation in meetings of the members of
the Supervisory Board and its specialized committees in the course of the 2022 financial year

All the Supervisory Board and Committee meetings met the quorum and majority requirements of the Articles of Association, on first call.
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Supervisory Board Strategic Committee

Attendance No. of Attendance No. of Attendance No. of Attendance No. of Attendance Individual

in 2022 meeting meetings meetings meetings attendance
rate

S. Briand 4 4 - - - - - - 100%
P. Imbs 4 3 (including - - - - - - 75%
2 by proxy)

R. Mouchel- 4 4 - - 4 4 - - 100%
Blaisot
O. Landel 4 4 4 4 4 4 4 4 100%
L.Andersson 4 4 - - - - 4 4 100%
V. Aubry- 4 4 4 4 - - - - 100%
Berrurier (including 1

by proxy)
F. Drouin 4 4 4 4 - - - - 100%
N. Fourt 4 3 - - - - 4 4 87.5%
S. L’Hélias 4 4 - - 4 4 - - 100%
C. Sirou* 1* 1 2 1 1* 1 - - 75%
D. Cervelle** 4 3 - - - - 3** 3 85.7%
M.Lemarie *** T 0 Trx* 1 - - - - 50%

Average
attendance

rate

The attendance rate remains high in 2022, testifying to the commitment of Supervisory Board members. The table below presents attendance
of the members of the Board and Specialized Committees at meetings, based on the attendance sheets signed at the meeting entrance.
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* Resignation recorded by the Supervisory Board on June 13, 2022.
** Coopted by the Supervisory Board on March 28, 2022.
***Coopted by the Supervisory Board on September 28, 2022.

Ms. Sophie Souliac and Mr. Julien Denormandie were only appointed members of the
Supervisory Board on December 5, 2022 (not including that meeting) and therefore were
not called to any meetings of Company's corporate bodies in the past financial year.

3.3.The Management Board
a) Composition

Members of the Management Board are appointed by the Supervisory Board on
recommendation of the Company's ACCGC. On March 26, 2020, the Supervisory Board
approved the renewal of the terms of office of Mr. Yves Millardet, Mr. Thiébaut Julin and Ms.
Ariane Chazel, members of the Management Board for a period of six (6) years.

The AFL Management Board was expanded with the appointment of Ms Laurence Leydier
by the Supervisory Board on September 28, 2022.

In accordance with the rules of the AFL Group on capital structure, no member of the
Management Board holds shares in AFL.

Composition of the Management Board at the date of this Report:
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Yves Millardet, Chairman of the Management Board

Offices and positions held within the Group since its incorporation

DOB: August 24,

1964 =  Since June 5, 2014: Deputy Chief Executive Officer of AFL-ST
French nationality
Professional Offices and positions held outside the Group
address: 112 rue Offices currently held Offices whose terms have expired
Garibaldi, 69006 «  Since 2021: in the last five years
Lyon — Manager of SCI 3 plage = None
) — Manager of SCI 13 Koz-Ker
Ist Appointment: = Since 2020: Permanent
Supel_'wsory Board representative of AFL, member of
r[r)weetln% °f17 5013 the Bureau of the Board of
ecemuber 17, Directors of the OCBF
Renewals:
Supervisory Board
meeting of March
26, 2020 Other areas of expertise and experience
Expiry of term of
of;/?cej:/AGM 2026 = 2022: Approval of the 4 training modules on information systems security

(ISS) designed by the ANSSI training centre (CFSSI) - MOOC
SecNumacadémie

= 2007-2013:
— Senior Banker, Natixis
= 2001-2007:
— Senior Banker, ABN AMRO
= 1996-2001:
— Originator, Caisse des Dépobts et Consignations
= 1993-1996:
— Consultant, FCL Group
= 1989-1992:

— Consultant, Cailliau Dedouit & Associés
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Laurence Leydier - Member of the Management Board

DOB: May 13, 1974
French nationality

Professional
address. 112 rue
Garibaldi, 69006
Lyon

Ft appointment.
Supervisory Board
meeting of
September 28,
2022

Expiry of term of
office: AGM 2028

Offices and positions held within the Group since its incorporation

=  Since October 2022: Head of membership and lending at AFL

= 2021-October 2022: Deputy Head of membership and lending at AFL

= 2014-2021: Head of local authority relations in AFL's membership and
lending department

Offices and positions held outside the Group

Offices currently held Offices whose terms have expired
=  None in the last five years
= None

Other areas of expertise and experience

= 2011-2014:
— Head of South-East Region Trading Room, Crédit Agricole CIB
— Sponsor of Regional Authorities - CACIB relations, Crédit Agricole
CiB
= 2004-2011: Trader, interest rate and currency derivatives, Crédit Agricole
CiB
= 1997-2004: Trader, SGCIB

Thiébaut Julin - Member of the Management Board

DOB: September
16, 1961

French nationality

Professional
address. 112 rue
Garibaldi, 69006
Lyon

Ft appointment.
Supervisory Board
meeting of March
25, 2014

Renewals:
Supervisory Board
meeting of March
26, 2020

Expiry of term of
office: AGM 2026

Offices and positions held within the Group since its incorporation

= Chief Executive Officer and Chief Financial Officer of AFL

Offices and positions held outside the Group

Offices currently held Offices whose terms have expired
=  None in the last five years
= None

Other areas of expertise and experience

= 2005-2014:

— Senior Banker, Natixis
= 1988-20065:

— Head of Resources, African Development Bank
= 1992-1997:

— Manager, Daiwa
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Ariane Chazel - Member of the Management Board

DOB: March 16,
1970

French nationality

Professional
address: 112 rue
Garibaldi, 69006
Lyon

Ist Appointment.
Supervisory Board
meeting of June 5,
2014

Renewals.
Supervisory Board
meeting of March
26, 2020

Expiry of term of
office: AGM 2026

Offices and positions held within the Group since its incorporation

Head of Commitments and Risks, Climate and Sustainable Finance at AFL

Offices and positions held outside the Group

Offices currently held

Offices whose terms have expired
in the last five years

2019-2021: Chairwoman of the
Board of Directors of the f-
Finance association

Since December 2022: Treasurer of
the OCBF .
Since July 2022: Member of the
Board of Directors of the X alumni
association

Since 2021: Member of the Board of
Directors of the X-finance
association

Since 2020: Alternate permanent
representative of AFL, member of
the Bureau of the Board of
Directors of the OCBF

Other areas of expertise and experience

2022: Approval of the 4 training modules on information systems security
(ISS) designed by the ANSSI training centre (CFSSI) - MOOC
SecNumacadémie
2013-2014:
— Head of Valuation of Rare Resources, BGC, Natixis
2009-2013:
— CIB strategy, Natixis
2002-20009:
— Fund structuring, Natixis
1997-2001:
— Financial engineering, Groupe La Poste
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b) Powers of the Management Board

The members of the Management Board collectively manage the Company.

The Management Board is vested with the most extensive powers to act in all circumstances
on the Company’s behalf, within the limit of the corporate purpose and subject to the powers
expressly allocated by law and by the Company’s Articles of Association to the Supervisory
Board and the General Meeting of Shareholders.

The Management Board meets at least once a month, and in any event as many times as the
interests of the Company require.

4. Compensation

Items of compensation and the criteria used to determine them are approved by the
Supervisory Board on recommendation of the ACCGC in accordance with law.

4.1. Members of the Supervisory Board and the Specialized committees
4.1.1. Compensation payment principles and terms

In accordance with applicable law, members of the Supervisory Board can receive
compensation for their corporate duties. Total annual compensation is set by the General
Meeting of Shareholders. The Supervisory Board is responsible for distributing this total
amount among its members on recommendation of the ACCGC.

The AFL General Meeting of Shareholders of May 5, 2022 set the annual maximum total
amount of compensation to be distributed among the members of the Supervisory Board at
€220,000 (two hundred and twenty thousand euros) for the 2022 financial year.

The rules applicable to the allocation of the compensation to the members of the
Supervisory Board are defined in Article 12 of the Supervisory Board’s rules of procedure.

In consideration of the specific nature of their functions on the Supervisory Board, the
following members of the Board receive different compensation:

- The Chairperson of the Supervisory Board,;
- The Chairpersons of the Specialized committees of the Supervisory Board;
The members of the Board who are also members of a Specialized committee.

Each year, Supervisory Board members may be represented at most:

- At two meetings of the Supervisory Board, or

- At two Committee meetings, or

- At one Supervisory Board meeting and one Committee meeting, with the exception
of the sessions regarding the review of the annual financial statements.

Beyond that, proxy attendance by members of the Supervisory Board, while legally valid for
the calculation of the quorum and majority, does not count towards the allocation of
compensation.

Notwithstanding the foregoing, in view of the legal regime governing incompatibilities
applicable to holders of national or local elective offices, compensation may under no
circumstances be awarded to members of the Supervisory Board who also hold national
elective offices. Therefore, neither Sacha Briand nor Pia Imbs receives compensation for the
performance of their mandates on the AFL Supervisory Board.

In view of her duties as Chief Executive Officer of Saint-Ouen Métropole, Delphine Cervelle
has decided to apply this provision on a voluntary basis, for the entire duration of her term
of office.
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Since Olivier Landel, in his capacity as Chief Executive Officer of AFL-ST, receives a gross
annual compensation of €50,000 pursuant to his contract of appointment, he does not
receive compensation for his duties on the Supervisory Board of the Company.

No variable compensation or benefits in kind were paid to Olivier Landel for his duties at the
AFL Group during the 2022 financial year.

The allocation of the total annual amount of the compensation allocated to members of the
Supervisory Board shall be set in accordance with the following procedures:

) For the Chairperson of the Supervisory Board:

- Afixed portion of an amount of €10,000 p.a., except in the event of excessive
absenteeism, to which is added,;
- A variable portion capped at €20,000 p.a. (attributed based on attendance).

In 2022, as in previous years, Mr. Sacha Briand received no compensation for his office as
Chairman of the Supervisory Board due to incompatibilities of status.

The following compensation is calculated pro rata to the duration of the term of office for
the 2022 financial year:

(i) For the Chairpersons of the Audit and Risk Committee, the Appointments,
Compensation and Corporate Governance Committee and the Strategy Committee:

- A fixed portion of an amount of €5,000 p.a., except in the event of excessive
absenteeism, plus:
- A variable portion capped at €20,000 p.a. (attributed based on attendance).

(i) For the members of the Supervisory Board and the members of the specialized
committees:

- A fixed portion of an amount of €5,000, except in the event of excessive
absenteeism, to which is added;

- A variable portion capped at €10,000 p.a., except in the event of excessive
absenteeism, plus:

- An additional maximum of €5,000 p.a. for the members of the specialized
committees, based on their actual participation.

Furthermore, the Company has not granted any retirement commitments or other life
annuity benefits to the members of the Supervisory Board, and has not entered into any
agreement providing compensation for Supervisory Board members whose terms of office
are ending, for any reason whatsoever.

4.1.2. Amount of compensation allocated

In accordance with the provisions of Article L.225-83 of the French Commercial Code, the
Supervisory Board approved on March 27, 2023, the following compensation allocated to
the members of the Supervisory Board, within the limit of the total amount of €220,000
approved by the General Meeting of Shareholders of May 5, 2021.

Ms. Sophie Souliac and Mr. Julien Denormandie were only appointed members of the
Supervisory Board on December 5, 2022 (not including that meeting) and therefore were
not called to any meetings of Company’s corporate bodies in the past financial year and
received no compensation (formerly attendance fees) in respect of 2022.
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Amount (€)
Members of the Supervisory Board

2022 fixed | 2022 variable | 2022 Total 2021 Total -
(in €) E) (in €) paid in 2022
(in €)

S. Briand - Chairman of the Supervisory - - - -
Board

P. Imbs - Vice-Chairwoman of the - - = =
Supervisory Board

L.Andersson - Chairman of the 5,000 20,000 25,000 25,000
Strategy Committee

V. Aubry - Member of the ARC 5,000 10,000 + 20,000 20,000

5,000 for
membership of
a specialized

committee
F. Drouin - Chairman of the ARC 5,000 20,000 25,000 25,000
N. Fourt - Member of the Strategy 5,000 10,000 + 20,000 20,000
Committee 5,000 for

membership in
a Specialized

committee
O. Landel - Member of the ARC, the - - - -
ACCGC and the Strategic Committee
S. L’Hélias- Chairwoman of the ACCGC 5,000 20,000 25,000 18,335
R. Mouchel Blaisot - Member of the 5,000 10,000 + 20,000 20,000
ACCGC 5,000 for

membership of
a specialized

committee
C. Sirou - Member of the ARC and 2,500 10,000 12,500 21,667
ACCGC (until 06/13/2022) (5,000 x1/2) (10,000 x1/2 +

5,000 x1/2 as a
member of the

ARC + 5,000
x1/2 as a
member of

ACCGC
D. Cervelle -Member of the Strategy - - - -
Committee (since 03/28/2022)
Mr Lemarié - Member of the ARC 1.250 3.750 5,000 -
(smce 09/28/2022) (5,000 x 1.4) (10,000 x 1/4 +

5,000 x 1/4 for
membership in
a Specialized
committee
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9 Based on the members of the Supervisory Board serving during the financial year.
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4.2, Management Board

Summary table - Procedures for exercising the functions of member of the Management Board and components of compensation

On March 26, 2020, the Supervisory Board approved the renewal of the terms of office of the members of the Management Board for a period
of six (6) years. The renewed terms of office of members will end, in accordance with the provisions of the Articles of Association, at the end
of the Ordinary General Meeting called to approve the financial statements for the 2025 financial year and held in 2026. The term of office of
Laurence Leydier, appointed by the Supervisory Board on September 28, 2022, will end at the end of the meeting of the Ordinary General
Meeting called to approve the accounts for the financial year 2027 and held in 2028.

Yves Millardet,
Chairperson of the Management Board

Date of start of term of office: January 6, 2014

Term of office ends: General Meeting in 2026 to approve the financial statements for the 2025 financial
year

Yves Millardet performs his duties under a mandate contract whose terms were

SilleuiisCellitie: No approved by the ACCGC and the Supervisory Board of the Company.

Yves Millardet’s retirement plan is modeled on the plan applicable to the Company’s

Supplementary pension plan Yes ) .
PP yp P employees (see discussion below).

Compensation or benefits that are or

may be due as a result of termination or No Yves Millardet’s mandate contract does not provide for such compensation.
change of duties

Compensation relating to a non- Yes Yves Millardet’s mandate contract contains a non-competition clause applicable for a
competition clause period of 12 months from the effective termination of duties (see discussion below).
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Thiébaut Julin,

Member of the Management Board - Chief Financial Officer

Date of start of term of office: March 25, 2014

Term of office ends: General Meeting in 2026 to approve the financial statements for the 2025 financial
year

Thiébaut Julin holds the position of Chief Financial Officer, in accordance with the terms
of an employment contract entered into with the Company.

Employment contract Yes

Thiébaut Julin serves as an unpaid member of the Management Board. Thiébaut Julin’s

position as a member of the Management Board is governed by the sections of the

Articles of Association relating to the functioning and powers of the Management Board.
S slEmETiEry pERsien Bl No As an employee of the Company, Thiébaut Julin has the pension plan applicable to all

employees of the Company.

No benefits or compensation of this type are mentioned in the provisions of the Articles
Compensation or benefits that are or of Association, or are provided by decision of the Supervisory Board, which is
may be due as a result of termination or No competent to rule on the components of compensation of the members of the
change of duties Management Board with regard to the termination of the duties of a member of the

Management Board of the Company.

Thiébaut Julin is not subject to any non-competition clause, pursuant to his employment
Compensation relating to a non- No contract, the provisions of the Articles of Association applicable to the duties of a

competition clause

member of the Management Board or a subsequent decision to that effect by the
Supervisory Board.
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Ariane Chazel,

Member of the Management Board - Head of Commitments and Risks, Climate and Sustainable Finance

Date of start of term of office: June 5, 2014

Term of office ends: General Meeting in 2026 to approve the financial statements for the 2025 financial
year

Ariane Chazel serves as Head of Commitments and Risks, Climate and Sustainable
Finance, in accordance with the terms of an employment contract with the Company.

Employment contract Yes
Ariane Chazel serves as an unpaid member of the Management Board. Ariane Chazel’s
duties as a member of the Management Board are governed by the statutory rules
relating to the functioning and powers of the Management Board.
S slEmETiEry pERsien Bl No As an employee of the Company, Ariane Chazel has the pension plan applicable to all
employees of the Company.
No benefits or compensation of this type are mentioned in the provisions of the Articles
Compensation or benefits that are or of Association, or are provided by decision of the Supervisory Board, which is
may be due as a result of termination or No competent to rule on the components of compensation of the members of the
change of duties Management Board with regard to the termination of the duties of a member of the
Management Board of the Company.
Ariane Chazel is not subject to any non-competition clause, pursuant to her employment
Compensation relating to a non- No contract, the provisions of the Articles of Association applicable to the duties of a

competition clause

member of the Management Board or a subsequent decision to that effect by the
Supervisory Board.
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Ms. Laurence Leydier,
Member of the Management Board - Head of memberships and lending

Date of start of term of office: September 28, 2022

Term of office ends: General Meeting in 2028 to approve the financial statements for the 2027 financial
year

Laurence Leydier serves as Chief Financial Officer under the terms of an employment
contract entered into with the Company.

Employment contract Yes Laurence Leydier serves as an unpaid member of the Management Board. Laurence
Leydier’s position as a member of the Management Board is governed by the sections
of the Articles of Association relating to the functioning and powers of the Management
Board.

As an employee of the Company, Laurence Leydier has the pension plan applicable to

S | t i I N
tpplementary pension plan © all employees of the Company.
No benefits or compensation of this type are mentioned in the provisions of the Articles
Compensation or benefits that are or of Association, or are provided by decision of the Supervisory Board, which is
may be due as a result of termination or No competent to rule on the components of compensation of the members of the
change of duties Management Board with regard to the termination of the duties of a member of the

Management Board of the Company.

Laurence Leydier is not subject to any non-competition clause, pursuant to his
Compensation relating to a non- No employment contract, the provisions of the Articles of Association applicable to the
competition clause duties of a member of the Management Board or a subsequent decision to that effect
by the Supervisory Board.
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4.2.1. Compensation payment principles and terms

The Supervisory Board approves, then each year checks and approves the method and
amount of compensation (fixed, variable and exceptional) of each member of the
Management Board, on the recommendation of the ACCGC.

With the exception of the Chairperson of the Management Board, with whom there is a
contract of appointment to corporate mandate, Management Board members perform their
functions on the basis of employment contracts. These agreements are regulated and
therefore must be strictly reviewed each year by the Supervisory Board and General
Meeting2°.

Compensation paid to members of the Management Board is governed by the compensation
policy in the same way as all other Company employees

The variable compensation of each member of the Management Board is defined on the
basis of collective targets and individual targets approved at the start of each financial year
by the Supervisory Board on recommendation of the ACCGC, and included in the Company’s
compensation policy. The ACCGC and Supervisory Board, at their meetings of, February 23
and March 27, 2023, respectively, assessed the extent to which the Management Board had
met its targets in the past year and approved their variable portion of compensation,
accordingly.

The criteria for allocating the variable compensation of the members of the Management
Board for the 2022 financial year just ended and the 2023 financial year in progress are
appended to this report.

The allocation principles and compensation of the members of the Management Board and
its Chairperson are detailed below:

—  Yves Millardet

Under his contract of appointment effective January 6, 2014, as member and Chairman of
the Management Board, Yves Millardet’s compensation is determined by reference to market
practice for the role of Chairperson of the Management Board.

This compensation is paid on the basis of his corporate role in the Company and is broken
down into a fixed portion (85% of the benchmark compensation) and a variable portion
equal to a maximum of 15% of the benchmark compensation(reviewed annually by the
Supervisory Board. The benchmark amount for the 2022 financial year is €345,217). The
vesting of the variable portion will be linked to the partial or total achievement of one or
more qualitative and/or quantitative annual targets, which the Supervisory Board must
define each year, after consultation with the ACCGC.

In the event of exceptional circumstances or significant performance, specifically in excess
of defined targets, during a given year, the variable portion of 15% may represent up to 25%
of the fixed annual gross compensation.

The pension scheme applicable to Yves Millardet is modelled on the one provided for all the
company’s employees (i.e. contribution to the Agirc/Arrco schemes calculated on the basis
of gross annual compensation). As such, he has no supplemental retirement scheme.

In the event of the termination of his duties as Board director, Yves Millardet will receive a
financial contribution under the non-competition clause that was inserted into his contract
of appointment in June 2015.

20 See section 6 of this Report. The easing of the procedures governing regulated agreements now in force does
not apply in these cases.
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The idea to include the non-competition clause was adopted after it was found that Yves
Millardet did not benefit from any form of protection of any kind that was linked to his status
as a non-employee (stock options, special pension schemes, etc.).

The wording of this non-competition clause was presented to the ACCGC for an opinion,
then for approval by the Supervisory Board. Both the Committee and the Supervisory Board
expressed their support for the clause.

The non-competition clause adopted is as follows:

“In exchange for this non-competition obligation, Yves Millardet will receive, from the date
of his effective termination and during the period of application of this clause, a financial
contribution paid monthly on a monthly basis corresponding to the gross monthly
compensation paid to him during the twelve (12) months preceding the date on which he
effectively ceased to hold office.”

— Thiébaut Julin

Thiébaut Julin serves as an unpaid member of the Management Board of AFL. After approval
by the ACCGC, the Supervisory Board, on March 25, 2014, decided in favor of compensation
for the technical duties of AFL’s Chief Financial Officer, under an employment contract
entered into with the Company.

The compensation of Thiébaut Julin is set by reference to market practices for the position
of Chief Financial Officer. This compensation consists of a fixed portion and a variable
portion representing a maximum of 15% of the fixed portion. The vesting of the variable
portion will be linked to the partial or total achievement of one or more qualitative and/or
quantitative annual objectives, which the Supervisory Board must define each year, after
consultation with the ACCGC.

Thiébaut Julin, as an employee of the Company, is the beneficiary of the profit-sharing
agreement set up within AFL on May 11, 2021 for the 2021, 2022 and 2023 financial years.

— Ariane Chazel

Ariane Chazel serves as an unpaid member of the Management Board of Agence France
Locale. Following the approval of the ACCGC, on June 5, 2014, the Supervisory Board
approved compensation for the technical functions of Risk, Compliance and Control Officer
of AFL, since renamed Head of Commitments and Risks, Climate and Sustainable Finance,
pursuant to an employment contract with the Company.

Ms. Ariane Chazel's compensation is determined by reference to market practice for the role
of Head of Commitment and Risk. This compensation consists of a fixed portion and a
variable portion representing a maximum of 15% of the fixed portion. The vesting of the
variable portion will be linked to the partial or total achievement of one or more qualitative
and/or quantitative annual objectives, which the Supervisory Board must define each year,
after consultation with the ACCGC.

Ariane Chazel, as an employee of the Company, is the beneficiary of the profit-sharing
agreement set up within AFL on May 11, 2021 for the 2021, 2022 and 2023 financial years.

— Ms. Laurence Leydier

Ms. Laurence Leydier serves as an unpaid member of the Management Board of Agence
France Locale. Following the approval of the ACCGC, on September 28, 2022, the
Supervisory Board approved compensation for the technical functions of Head of
membership and lending at AFL, pursuant to an employment contract with the Company.

Ms. Laurence Leydier’s compensation is determined by reference to market practice for the
role of Head of membership and lending. This compensation consists of a fixed portion and
a variable portion representing a maximum of 15% of the fixed portion. The vesting of the
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variable portion will be linked to the partial or total achievement of one or more qualitative
and/or quantitative annual objectives, which the Supervisory Board must define each year,
after consultation with the ACCGC.

Ms. Laurence Leydier, as an employee of the Company, is the beneficiary of the profit-
sharing agreement set up within AFL on May 11, 2021 for the 2021, 2022 and 2023 financial
years.

4.2.2. Amount of compensation allocated

In accordance with the recommendations of the AFEP-MEDEF Code to which the Company
adheres, presented below are details on the components of compensation and benefits of
any kind paid or due to the members of the Management Board for the financial year ended
December 31, 2022.

Furthermore:

- the Company has not granted any retirement commitments or other life annuity
benefits to the members of the Management Board;

- the Company has not granted any stock options or performance shares to the
members of the Management Board for the financial year ended December 31, 2022;

- the Company pays for specific insurance for the Chairperson of the Management
Board, in the absence of unemployment insurance, corresponding to a benefit in kind,
the amount of which is entered in the table itemizing compensation amounts below;

- since March 2021, the Company has been responsible for a vehicle lease for the
Chairperson of the Management Board for a period of 36 months;

- for the 2021, 2022 and 2023 financial years, the Company has set up an incentive
scheme to which Thiébaut Julin, Laurence Leydier and Ariane Chazel are eligible as
employees, and from which the Chairperson of the Management Board, a non-
salaried corporate officer, is excluded;
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Summary table of compensation per executive director?

Yves Millardet

Chairperson of the

fINANYear ended 12/31//2021

Amounts due Amounts paid

Company’s in respect of during the
Management Board the financial financial year
DI NAON A C O Year (€ gross) (€ gross)
Officer of AFL-ST?2
Fixed compensation 268,900 268,900
Annual variable -
compensation 40,000 19,250
Profit-sharing
compensation bonus 29,550 o
Compensation bonus
for the anti-inflation
PPV (value-sharing bz bz
bonus) provision
9,409.19 9,409.19%4
Payments in kind
4,020.64 4,020.642°
TOTAL 351,879.83 301,579.83

Ariane Chazel
Member of the

Financial year ended 12/31/2021

Management
Board
Amounts due in Amounts paid
Hea.d of respect of the during the
Commltments financial year (€ financial year (€
and Risks, gross) gross)
Climate and
Sustainable
Finance
compensation
Annual varla?ble 23,500 17.000%
compensation
Value sharing
bonus (PPV) WA A

Financial year ended 12/31/2022

Amounts due in Amounts paid

respect of the during the
financial year (€ financial year
gross) (€ gross)
268,900 268,900
41,000 54,2502
34,731 10,000
6,723.57 6,723.57
9,506.88 9,506.88%
4,716.24 4,716.24%
365,577.69 354 096,69

Financial year ended 12/31/2022

Amounts due in Amounts paid

respect of the during the
financial year (€ financial year (€
gross) gross)
180,439 180,439
24,500 28,500%
4,510.98 4,510.98

21 The amount of the profit-sharing will be definitively calculated on the basis of the separate financial statements

certified at December 31, 2022

22 Mr. Millardet does not receive any specific compensation for his duties within AFL-ST
23 Corresponding to the payment of variable compensation components for prior financial
years for which the payments were staggered (see table below)

24 Corresponding to coverage by the specific insurance mentioned above

25 Corresponding to the valuation of the company car
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Payments in kind

Profit-sharing
payment

TOTAL

Thiébaut Julin

Member of the

15,062

219,001

N/A

197,439

Financial year ended 12/31/2021

Amounts due in

Amounts paid

1,850

[17,700]

228,999.98

1,850

15,062

230,361.98

Financial year ended 12/31/2022

Amounts due in

Amounts paid

Management ) .
Board of the respect of the during the respect of the during the
Company financial year (€ financial year (€ financial year (€ financial year (€
Chief Financial olrese) gross) gross) gross)
Officer
229,278 229,278 229,278 229,278
compensation
Annual variable 29,500 17,0002 30,500 37,5002
compensation
%ﬂgﬁ:?g;‘{,‘? N/A N/A 5,731.95 5,731.95
Payments in kind (0] (0] 602 602
Profit-sharing 15,062 N/A [17,700] 15,062
payment
TOTAL 273,840 246,278 283,811.95 288,173.95

Laurence Leydier

Member of the
Management
Board

Head of
membership and
lending

Fixed
compensation

Annual variable
compensation

Value sharing
bonus (PPV)

Payments in kind
Profit-sharing
payment

Financial year ended 12/31/2021

Financial year ended 12/31/2022

Amounts due in

Amounts paid

respect of the _ dur'ing the
financial year (¢  financial year (€

gross) gross)
119,374 119,374
17,500 16,25023

N/A N/A

(0] (0]

14,089 N/A
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Amounts due in
respect of the
financial year (€

Amounts paid
during the
financial year (€

gross) gross)
127,031 127,031
18,750 18,7502
2,984.36 2,984.36
(0] (0]
[17,700] 14,089



TOTAL 150,963 135,624 166,465.36 162,854.36

Principle of staggered variable compensation

In view of the regulations in force found primarily in the French Monetary and Financial Code,
for employees who have a significant impact on the company’s risk and those with a
significant role, (the “risk-takers”, which includes members of the Management Board, AFL’s
2022 compensation policy provides for the implementation of a deferred payment of
variable compensation components, the principles of which are as follows:

- payment of variable compensation automatically deferred for a given financial year N
from the moment it exceeds €50,000. As a reminder, until 2021 the deferral applied
to variable remuneration above €15,000.

- payment in the year N+1 of the amount of variable less than or equal to the threshold
of €50 thousand awarded in respect of financial year N, subject to the employee’s
presence in the workforce on the date of payment of the variable.

- effective payment of the variable amount above the threshold of €50 thousand
awarded in respect of financial year N: at the beginning of financial years N+2, N+3
and N+4, up to 33% of the balance for each of these financial years . As a reminder,
until 2021, the deferred payment was paid for financial years N+2 and N+3 at 50% of
the balance for each of these financial years.

The payment threshold of €50 thousand (formerly €15 thousand) relates specifically to the
variable compensation allocated for financial year N, and the total amount corresponding to
variable compensation components actually paid in a given year for previous financial years
may therefore exceed the amount of €50 thousand.

In accordance with the recommendations of the AFEP-MEDEF Code, the table below shows
the variable compensation allocated to Board directors, which is paid out over several
financial years.

Variable compensation, which is always published in the annual reports for the financial
years for which they are paid, whose amount does not exceed the applicable threshold (€15
thousand until the 2021 financial year, €50,000 since 2021) and whose payment has not
been staggered over several financial years in accordance with the aforementioned
compensation policy, is not mentioned in this table.
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Name and
function of
the executive
director

Yves Millardet

Chairperson
of the
Management
Board

Year for which
variable
compensation is
staggered and
amount of
variable

compensation (€)

- Total amount
allocated for
variable
compensation:
€16,000

2018 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years
(C))

15,000

2019 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

500

2020 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

()

500

2021 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

()

2022 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

()

2023 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2024 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2025 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2017 financial year

2026 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2018 financial year
- Total amount
allocated for
variable
compensation:
€19,000

15,000

2,000

2,000

2019 financial year
- Total amount
allocated for
variable
compensation:
€19,500

2020 financial year
- Total amount
allocated for
variable
compensation:
€39,000

15,000

2,250

15,000

2,250

12,000

12,000

2021 financial year
- Total amount
allocated for
variable
compensation:
€69,550

2022 financial year
- Total amount
allocated for
variable

50,000

6,516

50,000

6,516

8,577

6,516

8,577

8,577




compensation:
€75,731
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Name and function

of the executive
director

Thiébaut Julin

Member of the

Management
Board

Chief Financial

Officer

Year for
which
variable
compensati
on is
staggered
and amount
of variable
compensati
on (€)

2018 financial
year - Total
amount
allocated for
variable

compensation:

€16,500

2019 financial
year - Total
amount
allocated for
variable

compensation:

€17,500

2018 financial
year

Amounts paid
corresponding
to variable

compensation
for prior
financial years
©

2019 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

®)

15,000

2020 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

®)

750

15,000

2021 financial
year

Amounts paid
correspondin
g to variable
compensation
for prior
financial years

®)

750

1,250

2022 financial
year

Amounts paid
correspondin
g to variable
compensation
for prior
financial years

®)

1,250

2023 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

®)

2024 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

®)

2025 financial
year

Amounts paid
correspondin
g to variable
compensation
for prior
financial years

®)

2026 financial
year

Amounts paid
correspondin
g to variable
compensation
for prior
financial years

®)

2020 financial
year - Total
amount
allocated for
variable

compensation:

€28,500

15,000

6,750

6,750

2021 financial
year - Total
amount
allocated for
variable

compensation:

€29,500

29,500
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2022 financial
year - Total
amount
allocated for
variable
compensation:

€30,500

30,500

Name and
function of the
executive director

Ariane Chazel

Member of the
Management
Board

Head of
Commitments and
Risks, Climate and
Sustainable
Finance

Year for which
variable
compensation
is staggered
and amount of
variable
compensation

()

2018 financial
year - Total
amount
allocated for
variable
compensation:
€16,500

2019 financial
year - Total
amount
allocated for
variable
compensation:
€17,500

2020 financial
year - Total
amount
allocated for
variable
compensation:
€22,500

2018 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2019 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

15,000

2020 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

()

750

15,000

2021 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

750

1,250

15,000

120

2022 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

1,250

3,750

2023 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

()

3,750

2024 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2025 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©

2026 financial
year

Amounts paid
corresponding
to variable
compensation
for prior
financial years

©




2021 financial
year - Total
amount
allocated for
variable

compensation:

€23,500

23,500

2022 financial
year - Total
amount
allocated for
variable

compensation:

€22,500

24,500

Name and
function of the
executive
director

Ms. Laurence
Leydier

Member of
the
Management
Board

Year for
which
variable
compensati
onis
staggered
and amount
of variable
compensati
on (£)

plo)t:]
financial
year

Amounts
paid
correspondi

ng to
variable
compensati
on for prior
financial
years (€£)

2018 financial year

- Total amount

allocated for
variable

compensation:

€16,250

2019
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
years

®)

15,000

2020
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
years

®)

625

2021
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
VCELS

®)

625

2022
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
VCELS

®)

2023
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
years

®)

2024
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
years

®)

2025
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
VCELS

®)

2026
financial
year

Amounts
paid
correspondi
ng to
variable
compensati
on for prior
financial
VCELS

®)

2019 financial year

- Total amount

allocated for
variable

compensation:

€16,250

15,000

625
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Head of
membership
and lending

2020 financial
year - Total
amount allocated
for variable
compensation:
€16,250

15,000

625

625

2021 financial year
- Total amount
allocated for
variable
compensation:
€17,500

17,500

2022 financial
year - Total
amount allocated
for variable
compensation:
€18,750

18,750
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4.3, Company employees referred to in Article L.511-71 of the French Monetary
and Financial Code, known as “risk takers”
4.3.1. Principle

In accordance with the provisions of Article L.511-73 of the French Monetary and Financial
Code, the General Meeting of Shareholders of the Company is consulted annually on the
overall amount of compensation paid to AFL employees referred to in Article L.511-71 of the
aforementioned Code, known as “risk takers”.

AFL identifies among its employees, on the basis of the criteria defined by the regulations,
those having a significant impact on the Company’s risk and those having a significant role
within the Company. The list of risk takers is updated annually. At December 31, 2022, 14
employees, including the members of the Company’s Management Board, the main persons
responsible for control and support functions, and the main persons responsible for the
Company’s credit and market activities, were qualified risk takers.

4.3.2. Terms of payment and allocation of payment

In accordance with the regulations in force, AFL has set up a strict framework for the
payment of variable compensation to these employees, consisting of a deferred payment
from an amount exceeding €50 thousand.

The amount of the variable compensation less than or equal to the threshold of €50
thousand will be paid at the beginning of year N+1, subject to the employee’s presence in
the AFL workforce at the date of payment of the variable compensation.

The variable amount above the €50 thousand threshold will be deferred and paid at the
beginning of year N+2 and at the beginning of year N+3, then at the beginning of year N+4
for 33% to each of these financial years subject to the condition of the employee’s presence
in the Agence France Locale workforce on the payment date of the variables for years N+1,
N+2, N+3 or N+4.,

The payment threshold of €50 thousand specifically concerns the variable compensation
allocated for financial year N. The total amount actually paid during a given financial year,
corresponding to elements of variable compensation allocated for previous financial years,
is therefore likely to exceed this amount by €50 thousand.

The total amount of compensation paid to these employees in respect of the 2022 financial
year amounts to:

) for fixed compensation: €2,038,765;
(i) for variable compensation paid during the 2022 financial year for 2021 and
previous years: €418,650.

The ACCGC, at its meeting of February 23, 2023, noted the total amount of
compensation paid to the persons referred to in Article L.511-71 of the French Monetary
and Financial Code, the “risk-takers”, for the financial year ended December 31, 2022
without comment.

4.4, Company incentive plan

4.41. Principle
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The Company has set up a profit-sharing agreement, pursuant to Article L.3312-5 of the
French Labor Code, for the 2021, 2022 and 2023 financial years, approved by the
Supervisory Board on March 29, 2021 after approval by the ACCGC. It aims to reflect the
contribution of employees to the growth of the Company’s economic and financial
profitability, to the growth of its results, but also to the Company’s commitment to social
responsibility.

AFL is keen to involve its employees in the smooth running of the Company, its performance
and its CSR approach in order to motivate its employees and enable them to build up
savings. The Company considers that the implementation of an incentive and participatory
profit-sharing policy makes it possible to create an effective and stimulating collaboration
of all employees, with a view to the constant improvement of the results and the quality of
service provided to its Members, employee well-being at work and environmental impact.
The incentive scheme appears to be the best way to enable each employee to benefit from
the improvement in the Company’s results and efficiency achieved thanks to the collective
efforts of all employees.

Thus, the incentive calculation formula is based on four indicators taking into account the
increase in the Company’s profitability, its commercial performance, the well-being of
employees and the CSR approach in which the Company registers.

The profit-sharing bonus is distributed among the beneficiaries in proportion to their
salaries, the highest salaries being capped in the interests of fairness. Accordingly, the
payment of a profit-sharing bonus is subject to certain conditions and ceilings, in particular:

a. In principle, the profit-sharing bonus will only be distributed if AFL’s net accounting
income/expense, calculated excluding profit-sharing on the AFL certified annual
separate financial statements as of December 31 of the calculation period in question,
is positive;

b. The total amount of incentive paid to beneficiaries may not exceed 10% of payroll per
year for the reference calculation period;

c. The amount of incentive granted to the same beneficiary may not, for the same
calculation period, exceed three-quarters of the annual social security ceiling in force
during the calculation period for which the incentive is granted yields, this individual
ceiling being applied pro rata to the time spent in attendance for beneficiaries who
joined or left during the financial year;

d. The distribution at the individual level of the total amount of the incentive bonus is
made in proportion to the gross salaries (fixed and variable) paid during the
calculation period in question, capped at 1.8 times the average gross annual salary
(fixed and variable) of AFL recognized as of December 31 of the calculation period.

4.4.2. Beneficiaries

All AFL employees with a permanent or fixed-term employment contract, regardless of their
nature (including apprenticeship contracts and professionalization contracts), will be able
to benefit from the profit-sharing scheme if they can justify a minimum of three months’
service in the company.

As a result, Yves Millardet, a non-salaried corporate officer, is excluded from this scheme.
4.4.3. Terms of payment and allocation of payment

The exact amount of the incentive can only be calculated after the closing and approval of

the financial statements for the financial year in question corresponding to the calculation

period. The premium is paid no later than the last day of the fifth month following the end
of the calendar year, i.e. no later than May 31 following the end of the calculation period.
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The total amount of profit-sharing paid in 2022 for the 2021 calendar year is is therefore
€286,757. At the date of preparation of this report, the final amount of profit-sharing due in
respect of the 2022 calendar year has not been determined. For information purposes, the
total amount of profit-sharing to be paid in 2023 for the 2022 calendar year, based on the
incentive agreement formulas, is estimated at €362,800.

5. General Meeting of Shareholders

5.1. Special terms for shareholder participation in the General Meeting or provisions
of the Articles of Association setting forth these provisions

The terms of shareholder participation in the General Meeting are covered in Title V of the
Articles of Association and refer to the applicable legal and regulatory provisions.

Every shareholder, duly represented, is entitled to participate in the General Meetings on the
basis of his or her identity and the registration of his or her shares in the Company accounts
on the date of the meeting.

Pursuant to the laws in force that offer these options, shareholders may participate in
General Meetings either by attending in person, by giving a power of attorney to the
Chairperson of the General Meeting, or by voting by mail.

5.2.Rules on amendments to the Articles of Association

The rules governing amendments to the Articles of Association are those set out in current
law and regulations.

In compliance with the provisions of Article L. 225-96 of the French Commercial Code, the
Extraordinary General Meeting of Shareholders is solely competent to amend any and all
provisions in the Company’s Articles of Association, except those defined by law.

In practice, during capital increases under powers delegated to the Management Board by
the Extraordinary General Meeting of Shareholders, the Chairperson of the Management
Board, by subdelegation, is required to approve the consequential amendment to the Article
of Association defining the amount of the share capital (in accordance with Articles L.225-
129 et seq. of the French Commercial Code).

6. Regulated agreements

Regulated agreements are the agreements covered in Articles L. 225-86 et seq. of the
French Commercial Code, entered into directly or by an intermediary between AFL and one
of the members of the Management Board or Supervisory Board, the conclusion of which
must be authorized by the Supervisory Board, and which must be reviewed by the
Supervisory Board each year, prior to their presentation at the General Meeting of
Shareholders?6.

A new regulated agreement was concluded during the 2022 financial year: the employment
contract of Ms. Laurence Leydier, approved on September 28, 2022 by the Supervisory
Board on recommendation of the ACCGC.

The regulated agreement made in 2022 and those made in prior years which continued to
be executed during the 2022 financial year, are as follows:

% |n accordance with Article L.225-87, 1, of the French Commercial Code, agreements
concluded between AFL and AFL-ST are not subject to this procedure.
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Title of the
agreement

Purpose of the agreement

Duration
of the

Impact on the financial
statements for the financial

agreement

year ended 12/31/22

Shareholders’ The Shareholders’ | Unknown None
Agreement entered | Agreement did not change
into on June 24, during the 2019 financial year.
2014 The version in effect was the
version dated June 28, 2018.
Employment Unknown Thiébaut Julin, Chief Financial

contracts for the
salaried members
of the AFL
Management Board

Employment contract
for Thiébaut Julin
approved on March
25, 2014 by the
Supervisory Board

Employment contract
for Ariane Chazel
approved on June 5,
2014 by the
Supervisory Board.

Employment contract
for Ariane Chazel
approved on
September 28, 2022
by the Supervisory
Board.

Officer

Gross annual amount paid
during the 2022 financial year:
Fixed portion: €229,880 gross
Variable portion: €37,500 gross
Plus €5,732 for the value
sharing bonus.

Ms. Ariane Chazel, Head of
Commitments and Risks,
Climate and Sustainable
Finance:

Annual amount paid in the 2022
financial year:

Fixed portion: €182,289 gross
Variable portion: €28,500 gross
Plus €4,511 for the value sharing
bonus.

Ms. Laurence Leydier, Head of
memberships and lending:
Annual amount paid during the
2022 financial year, since
October 1, 2022, when the
amended employment contract
came into force.

Fixed portion: €37,500

7. Share capital, shareholding, and control of the Company

In accordance with Article L. 22-10-11 by reference to Article L. 22-10-10 of the French
Commercial Code, presented below are the following items related to the shareholding
structure of AFL and the Group formed with AFL-ST with the specification that none of the
items covered hereinafter is likely to have an impact in the event of a public offer.

7.1. Structure of the Company’s share capital

At December 31, 2022, the Company’s share capital consisted of the following:
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AMOUNT NUMBER OF
SHAREHOLDERS SUBSCRIBED SHARES % HOLDING

(IN €)

AGENCE FRANCE 207,599,900 2,075,999 99.9999%
LOCALE - SOCIETE
TERRITORIALE

O,
LYON METROPOLITAN 100 1 0.0001%

AREA?7

TOTAL 207,600,000 2,076,000 100%

Under the legal arrangements governing the the AFL Group, only AFL-ST is permitted to
subscribe to AFL’s capital, and the stake held by the Lyon Metropolitan Area is diluted
whenever there is a capital increase within the AFL Group. Given the closed nature of its
shareholding, the Company was not made aware of any direct or indirect takings of
shareholdings in its capital of the types referred to in Articles L. 233-7 and L. 233-12 of the
French Commercial Code.

7.2.Restrictions on the exercise of voting rights and on share transfers
= Statutory restrictions

The Company’s provisions of the Articles of Association do not set out any restriction on the
exercise of shareholders’ voting rights, since the voting right attached to the shares
composing the capital is proportional to the percentage of the capital that they represent.
Each share entitles the holder to one vote at the General Meetings.

The Company’s Articles of Association stipulate that shares that have not been fully paid-
up are not admitted for trading.

In view of the shareholder structure of AFL-ST, whose capital is held exclusively directly or
indirectly by local and regional authorities, groupings of these authorities and local public
institutions, and of the need to maintain the stability and sustainability of the shareholding
structure in order to enable the Company to conduct its activities under the best conditions,
the Shareholders’ Agreement strictly regulates the possibilities of transferring shares and
other securities (“Securities”) conferring access to the Company’s share capital.

Thus, in principle, each of the AFL shareholders has undertaken, by adhering to the
Shareholders’ Agreement, to retain their AFL shares as long as they remain a shareholder of
AFL-ST.

As an exception to the principle and in strictly defined cases, namely (i) loss of membership
of the AFL Group, and (ii) at the request of AFL-ST, an AFL shareholder is required to sell
the shares it holds in the capital of AFL to a person designated by the Board of Directors of
AFL-ST.

In any event, the provisions of the Shareholders’ Agreement provide that each shareholder
of the Company grants AFL-ST a right of first refusal on any sale of Company Securities.

Furthermore, the Company is not aware of any agreement in which certain clauses set out
preferential terms for the transfer or acquisition of shares in the Company pursuant to Article
L. 233-11 of the French Commercial Code, as the Company’s shares are not eligible for trading
on a regulated market.

27 In accordance with Article L.225-1 of the French Commercial Code which requires a
minimum of two shareholders.

127


https://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000005634379&idArticle=LEGIARTI000006229200&dateTexte=&categorieLien=cid
https://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000005634379&idArticle=LEGIARTI000006229244&dateTexte=&categorieLien=cid

= Restrictions by agreement

No agreement likely to result in restrictions on the transfer of shares or the exercise of voting
rights has been entered into between the shareholders of AFL, since transactions on AFL
shares are, as stated in the previous paragraph, strictly controlled by the Shareholders’
Agreement.

Similarly, the Company has not entered into any agreement that is likely to come to an end
or of which the performance conditions are likely to be amended in the event of a change in
control of the Company.

7.3.Securities conveying special control rights

The Company does not issue securities that convey special control rights to their holders.

7.4, Employee shareholders

No share purchase or option operations reserved for employees were carried out in the
Company during the year ended December 31, 2022.

Indeed, the capital structure of the AFL Group required by law prohibits AFL employees
from holding shares in the Company’s capital.
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7.5.Summary table of the use of delegations granted for the performance of capital increases by the General Meeting of Shareholders,
under Articles L.225-129-1 and L.225-129-2, and pursuant to Article L.225-37-4, 3, of the French Commercial Code

Date of the General
Meeting that Purpose of the delegation granted

—— O . Duration Overall ceiling Use during the 2022 financial year

delegation

Combined General Delegation of authority granted to the Duration:

Meeting of May 6, 2021 Management Board to increase the 26 months
(9th resolution) share capital with preferential .

subscription rights through the issue of Expiry:

common shares July 6, 2023 at

midnight

Combined General Delegation of authority granted to the Duration: 1. Capital increase with cancellation of
Meeting of May 6, 2021 Management Board to increase the 18 months preferential subscription rights for the benefit
(10t resolution) share capital with cancellation of o of Société Territoriale

preferential subscription rights for the Expiry: - Decisions of the Management Board of March

benefit of Société Territoriale through November 6, 2022 at 28, 2022

the issue of common shares midnight €150 million - Decisions of the Management Board of May

(nominal) 31’ 2022

Amount: €6,200,000

Date of the General

bEETng) GiEk (PR OE O (U CRIRGEE CIEmiEe Duration Overall ceiling Use during the 2022 financial year

granted the to the Management Board
delegation
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Combined General Delegation of authority granted to the Duration:
Meeting of May 5, 2022 | Management Board to increase the 26 months
(9th resolution) share capital with preferential .
subscription rights through the issue of Expiry:
common shares July 5, 2024 at
midnight
Combined General Delegation of authority granted to the Duration:
Meeting of May 5, 2022 | Management Board to increase the 18 months
(10t resolution) share capital with cancellation of .
Expiry:

preferential subscription rights for the
benefit of Société Territoriale through
the issue of common shares

November 5, 2023 at
midnight

€150 million
(nominal)

None

1. Capital increase with cancellation of
preferential subscription rights for the benefit
of Société Territoriale

Amount: €3,000,000

2. Capital increase with cancellation of
preferential subscription rights for the benefit
of Société Territoriale

Amount: €1,600,000
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8. Observations of the Supervisory Board on the management report issued by the
Management Board for the 2022 financial year and on the separate financial
statements established for the financial year ended on December 31, 2022

Pursuant to Article L.225-68, 6, of the French Commercial Code, the Supervisory Board must
submit to the Annual General Meeting of Shareholders its observations on the annual
financial statements for the past financial year, as approved by the Management Board, and
on the management report submitted to this Meeting.

We hereby inform you that the annual financial statements for the financial year ended
December 31, 2022, which were prepared in accordance with French GAAP and voluntarily
in accordance with IFRS, as well as the management report prepared by the Management
Board of the Company, were submitted to the Supervisory Board within the time-frame
provided by the legal and regulatory provisions in force after they were reviewed favorably
by the Company’s Audit and Risk Committee.

The financial statements for the financial year ended December 31, 2022 show the following
principal items:

French GAAP (in thousands

IFRS (in thousands €)

)
Total balance sheet 7,910,372 8,011,803
Net banking income 13,842 17,569
Net income 348 2,758

The annual financial statements for the financial year ended December 31, 2022, prepared in
accordance with French GAAP and voluntarily in accordance with IFRS, and the related
management report prepared by the Management Board, do not require any specific
comment from the Supervisory Board, which examined them on March 27, 2023.

% %k k %k

* %

Lyon,
March 27, 2023,

The Supervisory Board of Agence France Locale,
Represented by its Chairperson,
Sacha Briand
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Appendix 1 - The table below details the independence criteria set out in Article 9 of the
AFEP-MEDEF Code

Criterion 1: Salaried Board director/Executive officer/director of the company or its
parent company or the consolidated company in the past five years

Currently not be or within the last five years not have been:

- an employee or executive director of the company;

- an employee, executive director, or director of a company within the company’s
scope of consolidation;

- an employee, executive director, or director of the parent company of the
company or of a company within the parent company’s scope of consolidation.

Criterion 2: Cross-directorships

Not be an executive director of a company in which the Company directly or indirectly
holds a directorship or in which an employee appointed as such or an executive director
of the Company (currently or within the last five years) holds a directorship.

Criterion 3: Significant business relationships
Not be a customer, supplier, corporate banker, investment banker or advisor:

- to a significant degree of the company or its group;
- or for which the company or its group represents a significant portion of activity.

The assessment of whether or not the relationship with the company or its group is
significant is discussed by the Board and the quantitative and qualitative criteria that led
to this assessment (continuity, economic dependence, exclusivity, etc.) are explained in
the annual report.

Criterion 4: Family ties
Not have a close family relationship with a Board director.

Criterion 5: Statutory Auditor
Not have been a Statutory Auditor of the Company within the last five years.

Criterion 6: Term of office exceeding 12 years

Not have been a director of the Company for more than 12 years. The loss of the status of
independent director occurs on the 12-year anniversary.

Criterion 7: Non-executive director status

A non-executive director may not be considered independent if he or she receives variable
compensation in cash or securities or any compensation related to the performance of the
company or the group.

Criterion 8: Status of major shareholder

Directors representing major shareholders of the company or its parent company may be
considered independent if such shareholders do not participate in the control of the
company. However, beyond a threshold of 10% in capital or voting rights, the Board, based
on the report of the Appointments Committee, shall always query the independent
classification, taking into account the composition of the capital of the company and the
existence of a potential conflict of interest.
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Appendix 2 - Criteria for allocating the compensation of the members of the Management Board for the 2022 financial year

These criteria were favorably reviewed by the ACCGC on February 23, 2022 before being approved by the Company’s Supervisory Board
on March 28, 2022.

Weighting

Yves Millardet

Thiébaut Julin

Ariane Chazel

Quantitative targets 60%
Collective targets CET1 ratio 20%

Extension of shareholders 20%

Cost income ratio 20%

Qualitative targets 40%

Collective targets

Individual targets

AFL 2030
CSR

10%
10%

10%

10%

Credit workflow
project

Local public
authorities

Responsible
investment policy

New market products

Third-party database

Growth

As Laurence Leydier only joined the Management Board on October 1, 2022, the criteria for her variable compensation were approved by the
ACCGC on September 26, 2022, and by the Supervisory Board on September 28, 2022, as follows: her variable compensation for the 2022
financial year is based on individual targets already set for 2022 in respect of her salaried role. Her collective targets are aligned with those of
the Management Board for the final quarter of 2022

Appendix 3 - Criteria for allocating the compensation of the members of the Management Board for the 2023 financial year

These criteria were reviewed and approved by the ACCGC on February 23, 2022 before being approved by the Company’s Supervisory Board
on March 27, 2022.
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Weighting
70%

Yves Millardet

Thiébaut Julin

Ariane Chazel

Laurence Leydier

Quantitative targets

Collective targets

CET1 ratio

Extension of shareholders
Stable expenses

Loan production

17.5%
17.5%
17.5%
17.5%

Qualitative targets

30%

Collective targets

Individual targets

CSR
Internal Control

10%
10%

10%

Implementation of
projects to
accelerate the
development of the

AFL Group

Implementation of
projects to
accelerate the
development of the

AFL Group

Implementation of
projects to
accelerate the
development of the

AFL Group

Implementation of
projects to accelerate
the development of
the AFL Group
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APPENDIX 3
TEXT OF THE RESOLUTIONS SUBMITTED TO THE COMBINED GENERAL
MEETING OF SHAREHOLDERS OF AGENCE FRANCE LOCALE ON MAY
4, 2023

RESOLUTIONS OF THE ORDINARY GENERAL MEETING:

First resolution

Approval of the separate financial statements for the financial year ended
December 31, 2022, prepared in accordance with French GAAP, and full
discharge for the performance of its term of office to the Management Board
for said financial year

The General Meeting, deliberating in accordance with the quorum and majority
requirements Ordinary General Meetings, having reviewed the report of the
Management Board to the General Meeting, the observations of the Supervisory
Board, and the Statutory Auditors’ report on the separate financial statements for
the financial year ended December 31, 2022, prepared in accordance with French
GAAP, approves said financial statements and gives the Management Board full and
unreserved discharge of the fulfillment of its mandate for said financial year.

The General Meeting, deliberating in accordance with Article 223 quater of the
French General Tax Code, approves the expenses and charges referred to in Article
39-4 of that Code, which amount to zero (0O) euros and the corresponding
theoretical nil corporate income tax expense.

Second resolution

Approval of the separate financial statements for the financial year ended
December 31, 2022 prepared according to IFRS

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Ordinary General Meetings, having reviewed the report of the
Management Board to the General Meeting, the observations of the Supervisory
Board and the Statutory Auditors’ report on the separate financial statements for
the financial year ended December 31, 2022, prepared in accordance with IFRS,
approves said separate financial statements prepared in accordance with IFRS.

Third resolution
Allocation of the profit(loss) for the period ended December 31, 2022
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The General Meeting, deliberating under the conditions of quorum and majority
required for Ordinary Meetings, having reviewed the Management Board’s report to
the General Meeting, the Supervisory Board’s observations and the Statutory
Auditors’ report on the separate financial statements for the financial year ended
December 31, 2022 prepared in accordance with French standards, resolves to
allocate the income for the financial year, amounting to €348,393, to retained
earnings.

Fourth resolution

Approval of the agreements subject to Articles [.225-86 et seq. of the French
Commercial Code

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Ordinary General Meetings, having reviewed the special report of
the Statutory Auditors described in the third paragraph of Article L.225-88 of the
French Commercial Code on the agreements referred to in Article L.225-86 of the
French Commercial Code, has reviewed the conclusions of that report and approves
the agreements described therein.

Fifth resolution

Approval, in accordance with Article L.225-90 of the French Commercial Code,
of an agreement covered by Article L.225-86 and made without being formally
submitted to the procedure for related-party agreements provided for under
said Article L.22 5-86

deliberating in accordance with the quorum and majority requirements for Ordinary
General Meetings, having reviewed the Special Report of the Statutory Auditors
provided for in the third paragraph of Article L.225-90 of the French Commercial
Code on the agreements referred to in Article L.225-86 of the French Commercial
Code, approves the agreement entitled "Statutory Auditor's Agreement
Consolidated on June 20, 2016" between the Company and Mr. Yves Millardet,
Chairman of the Management Board in accordance with Article L.225-90 of the
French Commercial Code.

Sixth resolution
Presentation of the Supervisory Board’s report on corporate governance

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Ordinary General Meetings, has reviewed the report prepared by
the Company’s Supervisory Board pursuant to Article L.225-68, paragraph 6, of the
French Commercial Code, appended to the management report of the Management
Board.

Seventh resolution

Setting the total yearly compensation package paid to Members of the
Supervisory Board for the 2023 financial year, to be divided among them

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Ordinary General Meetings, sets the annual amount of

136



compensation to be distributed among the members of the Supervisory Board at
€220,000 for the 2023 financial year and subsequent financial years.

Eighth resolution

Advisory vote on the total amount of compensation of all kinds paid during the
financial year ended December 31, 2022 to the individuals named in Article
L.571-71 of the French Monetary and Financial Code

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Ordinary General Meetings, in accordance with Article L.511-73 of
the French Monetary and Financial Code, takes note of the components of
compensation of all kinds paid during the financial year ended December 31, 2022
to the individuals mentioned in Article L.511-71 of said code, known as “risk-taking
employees”, as they appear in the report on corporate governance, and were
favorably reviewed by the Appointments, Compensation and Corporate
Governance Committee, without issuing any observations.

Ninth resolution
CSR strategy

The General Meeting, deliberating in accordance with the conditions of quorum and
majority of Ordinary General Meetings acknowledges presentation of the CSR
strategy.

RESOLUTIONS OF THE EXTRAORDINARY GENERAL MEETING ::

Tenth resolution

Delegation of powers to be granted to the Management Board of the Company
for the purpose of issuing common shares with preferential subscription rights
The General Meeting, deliberating in accordance with the quorum and majority
requirements for Extraordinary General Meetings, having reviewed the report of the
Management Board and in accordance with Articles L.225- 129 et seq. (in particular

Article L.225-129-2) of the French Commercial Code:

» Delegates to the Management Board its authority to carry out capital
increases, on one or more occasions, in the proportions and at the times it
determines, by issuing shares with preferential subscription right for
shareholders, where the subscription for such shares is paid in cash.

Issues of preferred shares and of securities giving access by any means,
immediately or in the future, to preference shares shall be expressly excluded
from this authorization.

» Resolves that the maximum nominal amount of the immediate or future
capital increases of the Company that may be carried out by virtue of the
present delegation may not exceed one hundred and fifty million euros
(€150,000,000), it being specified that the nominal amount of the capital
increases of the Company pursuant to the eleventh and twelfth resolutions
shall be deducted from this ceiling. To this ceiling, if necessary, the additional

137



https://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000006072026&idArticle=LEGIARTI000028633155&dateTexte=&categorieLien=cid
https://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000006072026&idArticle=LEGIARTI000028633155&dateTexte=&categorieLien=cid

amount of the nominal value of the shares to be issued will be added to
preserve, in accordance with the applicable legal and regulatory provisions
and any applicable contractual provisions providing for other adjustments,
the rights of holders of securities or holders of other rights giving access to
the capital.

Resolves that shareholders may exercise their preferential subscription rights
on an irrevocable basis for the shares whose issue will be decided by the
Management Board pursuant to this delegation, under the conditions stated
by the Management Board and within the limits set by the applicable legal
and regulatory provisions. In addition, the Management Board will have the
option to introduce, for the benefit of the shareholders, a right to subscribe
on a revocable basis, which will be exercised in proportion to their rights and
within the limits of their requests. If the subscriptions are irrevocable and,
where applicable, a revocable basis have not absorbed the whole of an issue
of shares as defined above, the Management Board may use, at its discretion
and in the order that it deems appropriate, one or more of the options offered
by Article L.225-134 of the French Commercial Code, namely:

a. limiting the amount of the capital increase to the amount of
subscriptions, provided that said amount reaches at least three-
quarters of the issue originally decided,

b. freely distribute all or part of the unsubscribed shares among the
persons of its choice.

Resolves that the amount returned or to be returned to the Company for
each of the shares issued under this delegation of powers will be equal to the
nominal value of those shares on the date of issue of those shares.

Grants full authority to the Management Board to implement this delegation
and in particular to:

- determine the dates and manner of the issuances as well as the form and
features of the shares to be created,

- determine the number of shares to be issued and the terms and conditions
thereof, with the understanding that the issue price of the shares to be
issued will be equal to the nominal value of those shares on the date of
issue of those shares,

- determine the method of payment for the shares issued,

- determine the date on which entitlement to dividends arises, with or
without retroactive effect, for the shares to be issued,

- suspend, if necessary, the exercise of the rights attached to securities
previously issued by the Company for a period of up to three months
within the limits provided by the applicable legal and regulatory
provisions,

- at its sole discretion, allocate the costs of any issue to the amount of the
related premiums and deduct from such amount the sums necessary to
raise the legal reserve to one tenth of the new capital after each increase,
and
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- more generally, make all necessary arrangements, enter into all
agreements, request all authorizations, carry out all formalities and take
all necessary measures to achieve the successful completion of the
proposed issues or, if necessary, delegate them to the Chairperson of the
Management Board, record the capital increases resulting from any issue
effected by the use of this delegation, amend the Company’s Articles of
Association accordingly and ensure the financial service of the securities
in question and the exercise of the rights attached thereto.

> Resolves that this delegation of authorization will be valid for a period of
twenty-six (26) months from the date of the General Meeting, and that it
cancels and replaces, for the remaining period, the delegation for the same
purpose granted by the General Meeting of May 5, 2022.

Eleventh resolution
Delegation of powers to be granted to the Management Board to issue common
shares, with preferential subscription rights waived in favor of the Société
Territoriale

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Extraordinary General Meetings, having reviewed the report of the
Management Board and the report of the Statutory Auditors, in accordance with
Articles L.225-129 et seq. (in particular Article L.225-129-2) and Article L.225-138 of
the French Commercial Code:

» Delegates to the Management Board its authority to carry out capital
increases, on one or more occasions, in the proportions and at the times it
determines, by issuing shares reserved for shareholders without preferential
subscription right for the shareholders for the benefit of persons designated.
The Management Board shall, in the event that the delegation is used, decide
on the list of beneficiaries and the number of shares allocated to each of them
on the basis of objective criteria. Subscription for these shares will be paid in
cash.

Issues of preference shares and of securities giving access by any means,
immediately or in the future, to preference shares shall be expressly excluded
from this authorization.

> Resolves that the maximum nominal amount of the immediate or future
capital increases of the Company that may be carried out by virtue of the
present delegation may not exceed one hundred and fifty million euros
(€150,000,000), it being specified that the nominal amount of the capital
increases of the Company pursuant to the tenth and twelfth resolution shall
be deducted from this ceiling. To this ceiling, if necessary, the additional
amount of the nominal value of the shares to be issued will be added to
preserve, in accordance with the applicable legal and regulatory provisions
and any applicable contractual provisions providing for other adjustments,
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the rights of holders of securities or holders of other rights giving access to
the capital.

> Resolves that this delegation entails the cancellation of the shareholders’
preferential subscription rights to the shares that may be issued.

» Resolves that the amount returned or to be returned to the Company for
each of the shares issued under this delegation of powers will be equal to the
nominal value of those shares on the date of issue of those shares.

» Notes that the issues carried out pursuant to this delegation of powers shall
be carried out within eighteen months of the General Meeting that approved
the delegation, in accordance with Article L.225-138 of the French
Commercial Code.

» Grants full authority to the Management Board to implement this delegation,
and in particular to:

- determine the list of beneficiaries within the category of persons defined
above and the number of shares to be allocated to each of them,

- determine the dates and manner of the issuances as well as the form and
features of the shares to be created,

- determine the number of shares to be issued and the terms and conditions
thereof, with the understanding that the issue price of the shares to be
issued will be equal to the nominal value of those shares on the date of
issue of those shares,

- determine the method of payment for the shares issued,

- determine the date on which entitlement to dividends arises, with or
without retroactive effect, for the shares to be issued,

- suspend, if necessary, the exercise of the rights attached to securities
previously issued by the Company for a period of up to three months
within the limits provided by the applicable legal and regulatory
provisions,

- at its sole discretion, allocate the costs of any issue to the amount of the
related premiums and deduct from such amount the sums necessary to
raise the legal reserve to one tenth of the new capital after each increase,
and

- more generally, make all necessary arrangements, enter into all
agreements, request all authorizations, carry out all formalities and take
all necessary measures to achieve the successful completion of the
proposed issues or, if necessary, delegate them to the Chairperson of the
Management Board, record the capital increases resulting from any issue
effected by the use of this delegation, amend the Company’s Articles of
Association accordingly and ensure the financial service of the securities
in question and the exercise of the rights attached thereto.

» Resolves that the Management Board may limit the amount of the capital
increase to the amount of subscriptions, provided that this amounts to at
least three-quarters of the issue originally decided upon.
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> Resolves that this delegation of authorization will be valid for a period of
eighteen (18) months from the date of the General Meeting, and that it cancels
and replaces, for the remaining period, the delegation for the same purpose
granted by the General Meeting of May 5, 2022.

Twelfth resolution
Delegation of powers to the Management Board to carry out a share capital
increase reserved for members of an employee savings plan with preferential
subscription rights waived in favor of said employees

The General Meeting, deliberating in accordance with the quorum and majority
requirements for Extraordinary General Meetings, having reviewed the report of the
Management Board and the report of the Statutory Auditors, in accordance with
Articles L.225-129-6 of the French Commercial Code, and L.3332-18 to L.3332-24 of
the French Labor Code:

» Delegates to the Management Board its powers to carry out capital
increases, on one or more occasions, in the proportions and at the times it
shall decide, as provided for in Articles L.3332-18 to L.3332-24 of the French
Labor Code relating to capital increases reserved for members of an
employee savings plan.

Issues of preference shares and of securities giving access by any means,
immediately or in the future, to preference shares shall be expressly excluded
from this authorization.

» Resolves that the maximum nominal amount of the immediate or future
capital increases of the Company that may be carried out by virtue of the
present delegation may not exceed 3% of the share capital after the proposed
capital increase, it being specified that the nominal amount of the capital
increases of the Company pursuant to the tenth and eleventh resolutions
shall be deducted from this ceiling. To this ceiling, if necessary, the additional
amount of the nominal value of the shares to be issued will be added to
preserve, in accordance with the applicable legal and regulatory provisions
and any applicable contractual provisions providing for other adjustments,
the rights of holders of securities or holders of other rights giving access to
the capital.

» Resolves that the subscription shall be reserved for employees who are
members of an employee savings plan or company investment fund(s) to be
set up as part of a employee savings plan to be created, in accordance with
the provisions of Article L.225-138-| of the French Commercial Code. The new
shares shall entitle their holders to the same rights as the old shares.

> Resolves that this delegation entails the cancellation of the shareholders’
preferential subscription rights to the shares that may be issued.
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Resolves that the subscription price of the new ordinary shares, determined
in accordance with Articles L.3332-18 to L.3332-24 of the French Labor Code,
shall be set either (i) by applying designated objective methods for valuing
shares, taking into account, with appropriate weightings, the net asset value,
profitability and business prospects of the company, or (ii) by dividing the
restated value of net assets on the most recent balance sheet by the number
of existing shares. The Board shall decide the subscription date.

Resolves that the Board shall decide the subscription date, it being
understood that the period for subscribers to pay for their subscribed
securities shall be no longer than three years. The capital shall only be
increased by the amount corresponding to shares actually subscribed for,
which shall be paid for in accordance with law.

Grants full authority to the Management Board to implement this delegation,

and in particular to:

- determine the list of beneficiaries and the number of shares to be
allocated to each, within the ceiling set by the General Meeting,

- determine the timing and terms and conditions of the issues made under
this delegation, in accordance with law and the Articles of Association
and, in particular, to set the subscription price in accordance with the rules
defined above, the opening and closing dates for subscriptions, the
effective date of the dividend rights, the deadline for payment, all these
to comply with the legal limits,

- recognise the completion of the capital increases in the amount of shares
actually subscribed for,

- complete, directly or by legal representative, all necessary formalities,

- Resolves that this delegation of powers shall be valid for a period of
twenty-six (26) months from the date of the General Meeting, and that it
cancels and replaces, for the remaining period, the delegation for the
same purpose granted by the General Meeting of May 5, 2022.

- amend the Articles of Association as necessary to take account of the
capital increases,

- more generally, make all necessary arrangements, enter into all
agreements, request all authorizations, carry out all formalities and take
all necessary measures to achieve the successful completion of the
proposed issues or, if necessary, delegate them to the Chairperson of the
Management Board, record the capital increases resulting from any issue
effected by the use of this delegation, amend the Company’s Articles of
Association accordingly and ensure the financial service of the securities
in question and the exercise of the rights attached thereto.

Thirteenth resolution
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Amendment of Articles 15.1.2 to 15.1.4 of the Company’s Articles of Association
regarding the membership of the Supervisory Board

The General Meeting, deliberating with the quorum and majority requirements for
Extraordinary General Meetings, having reviewed the report of the Executive Board
to the General Meeting, resolves to amend Articles 15.1.2 to 15.1.4 of the Articles of
Association as follows:

15.1.2 TheSupervisory Board is composed of:

a) the Chairperson of the Board of Directors of the Société Territoriale;

b) the Vice-Chairperson of the Board of Directors of the Société Territoriale;
(c) the Chief Executive Officer of the Société Territoriale;

(D) at least one expert with in-depth knowledge of the problems related to the
finances of local and regional authorities; and

(e) at least five (5) members recognized for their professional skills in banking,
finance, and/or supervision of risk;

(f) it may also include one or more members recognized for their professional skills
in_any area useful for the proper oversight of the Company (outside the areas
referred to in paragraphs (d) and (e) above), at the discretion of the Supervisory
Board.

The Supervisory Board must in all circumstances have a majority of members
recognized for their professional skills in banking, finance and/or supervision of risks.

15.1.3 It is the responsibility of the Board of Directors of the Société Territoriale,
acting on recommendation of the Appointments, Compensation and Corporate
Governance Committees of Agence France [ocale and Agence France Locale -
Société Territoriale, to propose the appointment of members of the Supervisory
Board (other than the members as of right listed in paragraphs 15.1.2 (a), (b) and (c)
above).

15.1.4 The Supervisory Board shall be composed of a majority of independent
members.

[t is specified that, by their nature, the members of the Supervisory Board as of right
listed in paragraphs (a). (b) and (c) above are not independent members.

Fourteenth resolution

Addition to the Articles of Association of the Company of a new article 15.12,
authorizing the appointment of non-voting members to the Supervisory Board
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The General Meeting, deliberating with the quorum and majority requirements for
Extraordinary General Meetings, having reviewed the report of the Management
Board to the General Meeting, resolves to add to the Company's Articles of
Association a second paragraph 15.12 “Non-voting members”, drafted as follows:

“15.12 Non-voting members
15.12.1 The Supervisory Board, having taken the opinion of the Appointments,

Compensation and Corporate Governance Committee and of the Board of Directors
and having consulted the Appointments, Compensation and Corporate Governance
Committee of the Société Territoriale, may appoint one or up to three natural
persons as non-voting members on the Supervisory Board.

Each non-voting member must meet the following conditions:

- Satisfy the independence criteria of the AFEP-MEDEF Code; and

- Not be an elected official or employee of a local authority shareholder of the
Société Territoriale.

Non-voting members shall be appointed for a period expiring at the end of the first
Supervisory Board meeting after the annual General Meeting of shareholders held in
the calendar year following that of their appointment.

Each non-voting member may be reappointed by resolution of the Supervisory
Board, having taken the opinion of the Appointments, Compensation and Corporate
Governance Committee.

Each non-voting member may be dismissed at any time by the Supervisory Board.

15.12.2 The non-voting members may be invited to meetings of the Supervisory
Board, and, where appropriate, their specialized Committee(s), on invitation of the
Chairperson of the Board or Committee concerned.

They shall take part in the meetings to which they are invited in a purely consultative
capacity.

15.12.3 Non-voting members shall receive compensation for their actual participation
in the work of the Supervisory Board, the amount to be set by the Supervisory Board.

15.12.4 Notwithstanding the foregoing, in view of the legal regime governing
incompatibilities applicable to holders of national elective offices, compensation
may under no circumstances be awarded to members of the Supervisory Board who
also hold national elective offices.

15.12.5 The non-voting members may claim reasonable expenses incurred in the
course of their functions on presentation of supporting documents.”

Fifteenth resolution
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Powers for completion of formalities

The General Meeting gives full powers to the bearer of the original, an extract or a
copy of these minutes to accomplish all formalities and advertisements required
by the laws and regulations in force relating to the decisions taken in connection
with this meeting.
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APPENDIX 4: PROVISIONAL FINANCIAL COMMUNICATION SCHEDULE
FOR THE 2023 FINANCIAL YEAR

The Agence France Locale Group is composed of:
e Agence France Locale, a public limited company (société anonyme) with a
Management Board and a Supervisory Board (the /ssuer), and,
e Agence France Locale - Société Territoriale, the parent company, a public
limited company (société anonyme) with a Board of Directors (the Société
Territoriale).

March 28, 2023 (before | Press release on the lIssuer’'s annual results and the annual
the start of trading), consolidated and parent company results for the financial year
subject to subsequent |ended December 31, 2022

amendment
(embargo period starts
March 6, 2023)

May 4, 2023 Annual General Meeting of the Issuer’'s Shareholders, called to
approve the separate financial statements for the financial year
ended December 31, 2022, prepared in accordance with French
GAAP and IFRS

May 22, 2023 Annual General Meeting of Shareholders of the Société
Territoriale, called notably to approve the separate financial
statements for the financial year ended on December 31, 2022,
prepared in accordance with French GAAP, and the Group’s
consolidated financial statements for the financial year ended on
December 31, 2022 prepared in accordance with IFRS

September 29, 2023 Press release on the Issuer’'s half-year results and the
(before the start of consolidated half-year result of the Agence France Locale Group
trading), subject to for the first half of the financial year, ended June 30, 2023

subsequent amendment

(embargo period starts
September 4, 2023)
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RESPONSIBILITY FOR THIS MANAGEMENT REPORT FOR THE FINANCIAL
YEAR ENDED DECEMBER 31, 2022

I, the undersigned Yves Millardet, acting in my capacity as Chairman of the
Management Board of Agence France Locale, certify that, to my knowledge, the
financial statements have been prepared in accordance with applicable accounting
standards and are an accurate reflection of the Company’s assets and liabilities,
financial position, and income, and that this management report presents a true and
fair view of the Company’s business, income, and financial position and describes
the main risks and uncertainties the Company faces.

Lyon, March 27, 2023,

Yves Millardet
Deputy Chief Executive Officer of Agence France Locale - Société Territoriale
Chairman of the Management Board of Agence France Locale
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STATUTORY SEPARATE FINANCIAL STATEMENTS PREPARED IN
ACCORDANCE WITH FRENCH GAAP AND IFRS AND STATUTORY
AUDITORS’ REPORTS
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AGENCE FRANCE LOCALE

BALANCE SHEET

Assets as of 31st of December 2022

(€ ‘000s) Notes 31212021

Cash and central banks 2 1,134,477 1,175,973

Government paper and similar securities 1 939,820 916,031

Receivables on credit institutions 2 93,163 217,384

Loans and advances to customers 4 5,331,140 4,416,182

Bonds and other fixed income securities 1 119,141 10,030

Equities and other variable income securities

Investments in non-consolidated companies and other long-term investments

Investments in consolidated companies

Intangible assets 5 3,403 3,085

Property, plant and equipment 5 198 143

Other assets 6 178,164 50,451

Accruals 6 110,867 95,789

TOTAL ASSETS 7,910,372 6,885,069
Liabilities as of 31st of December 2022

(€ ‘000s) Notes 3212021

Central banks 1,174

Due to banks 3 0.2 36

Customer borrowings and deposits

Debt securities 7 7,456,794 6,578,684

Other liabilities 8 105,420 8,399

Accruals 8 161,350 121,115

Provisions 9 114 114

Subordinated debt

General banking risk fund (GBRF)

Equity (excluding GBRF) 10 186,695 175,546

Share capital 207,600 196,800

Additional paid-in capital

Reserves and retained earnings

Revaluation differences

Regulated provisions and investment subsidies

Retained earnings (+/-) (21,254) (23,327)

Net income for the period (+/-) 348 2,073

TOTAL LIABILITIES 7,910,372 6,885,069
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INCOME STATEMENT

(€ 000s) Notes 31212021

+ Interest and similar income 12 50,693 34,391
- Interest and similar expenses 12 (34,903) (21,732)
+ Income from variable income securities

+ Fee and commission income 13 301 165
- Fee and commission expenses 13 (153) (324)
+/- Net gains (losses) on held for trading portfolio 14 8,618 (2,137)
+/- Net gains (losses) on placement portfolio 14 (10,715) 1,665
+ Other banking income 15 2,146
- Other banking expense 15

NET BANKING INCOME 13,842 14,174
- General operating expenses 16 (12,428) (11,292)
+ Other operating income

- Depreciation and amortization 5 (1,065) (818)
GROSS OPERATING INCOME 348 2,065
- Cost of risk

OPERATING INCOME 348 2,065
+/- Net gains (losses) on fixed assets 17 7
PRE-TAX INCOME ON ORDINARY ACTIVITIES 348 2,071
+/- Net extraordinary items

- Income tax charge 1
+/- Net allocation to FGBR and regulated provisions

NET INCOME 348 2,073
Basic earnings per share 0.17 1.05
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OFF-BALANCE SHEET

(€ 000s)
COMMITMENTS GIVEN AND RECEIVED Not 31/12/12022 31/12/2021
otes
Commitments given 810,248 632,002
Financing commitments 810,248 574,710
Guarantee commitments 57,292

Commitments on securities

Commitments received 1,960 2,090

Financing commitments

Commitments received from credit institutions

Guarantee commitments 1,960 2,090

Commitments on securities
Derivatives 1 14,119,525 13,236,422
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NOTES TO THE INDIVIDUAL ACCOUNTS

| - Publication context
The 2022 financial statements were approved by the Board of Directors as of March 13, 2023.

Il - Highlights from 2022 financial year

The year 2022 marks another very significant increase in results related to the credit activity, which is part of the Company's development trajectory in accordance with its 2012-2026 strategic
plan. The increase in results excluding non-recurring items reflects the good momentum in the generation of income from loan activity since 2015, the year in which AFL's activities started and
which is measured in particular by the regular and constant increase in the portfolio of loans granted to member local authorities.

The production of medium- and long-term loans by AFL in 2022 amounted to €1,391.5 million compared to €1,243 million a year earlier. It is on the rise, despite the constraints weighing on the
level applied to the usury rate over the period for loans to local authorities.

For the first time since the beginning of its activities, the AFL carried out, during the same year, two syndicated issues denominated in euros for an amount of 500 million euros each, the first
with @ maturity of 7 years in a sustainable bond format, and at a margin of 25 basis points above the OAT curve, and the second with a 9-year maturity at a margin of 53 basis points above the
curve OAT. In addition to these two issues, there is the launch of a syndicated issue denominated in sterling, i.e. for the first time, a syndicated issue in a currency other than the euro. In
addition to these transactions, several private placements were carried out, making it possible to optimize the maturity profile of AFL's debts as well as its cost of funding.

During the 2022 financial year, AFL-ST, pursuing its corporate purpose, subscribed to the capital of AFL for 10.8 million euros with three capital increases, thus increasing the share capital by
AFL from €196.8 million as of January 1, 2022 to €207.6 million as of December 31, 2022. The AFL Group now has 599 members, including 103 new local authorities, which joined the AFL
Group during the the past financial year.

At the end of the 2022 financial year, the NBI generated by the activity amounted to €13,842K. NBI for 2022 mainly corresponds to a net interest margin of €15,790k, up 24.7% compared to
the net interest margin for 2021 which stood at €12,659K; to capital gains from the sale of investment securities in the amount of €1,467 thousand compared to €806 thousand in 2021,
resulting from the management of the liquidity reserve, and to provisions for depreciation of investment securities of €3,565Kthousand compared to €360K in 2021. The increase in provisions
for impairment of investment securities comes from the deterioration in the credit margins of securities in the investment portfolio following the tightening of monetary policy, which resulted in
both a strong increase in interest rates and the end of securities purchase programs.

In accordance with the principle of prudence which governs the reference framework of French accounting standards, impairments on investment securities were allocated during the year
2022. However, these provisions are not proven counterparty risk indicators.

The interest margin of €15,790K and realized in 2022 has undergone a very significant change in its composition with the end of a period of negative interest rates. Indeed, the sharp rise in the
3-month Euribor rate against which AFL's exposures are swapped mechanically leads to a rapid increase in interest income on assets and in particular those of the loan portfolio, which stand
at €31,182K as of December 31, 2022 compared to €3,856K as of December 31, 2021, while conversely, interest on the debt, after taking into account interest on hedging, again becomes a
cost in the 2022 financial year for a total amount of -€18,033K compared to +€18,909K at December 31, 2021 when interest rates were negative.

The increase in interest income on the loan portfolio can also be explained by an increase in outstanding loans as well as the positive remuneration of rate-hedged loans representing equity.
With regard to interest income linked to the management of the liquidity reserve, the rise in interest rates and their return to positive territory has the consequence, there too, of a positive
remuneration on the assets of the liquidity reserve for a total of €2,646K compared to an expense of -€9,834K at December 31, 2021.

During the period, the management of the liquidity reserve portfolio generated €1,467K in income from the sale of investment securities net of the cancellation of interest rate hedging
instruments for securities subject to disposals for €8,617K. By way of comparison, the 2021 financial year generated a net amount of capital gains on disposals of €806K.

For the financial year ended December 31, 2022, general operating expenses represented €12,428K compared to €11,292K for the previous financial year. These expenses include personnel
expenses for €6,152K compared to €5,931K as of December 31, 2021. General operating expenses also include administrative expenses, which amounted to €6,276K compared to €5,360K
as of December 31, 2021, a after subtracting the re-invoicing between the AFL and the AFL-ST as well as the charges to be distributed. The increase in operating expenses is explained by the
following items:

+ a significant increase in taxes, duties and mandatory contributions from €464K to €1,169K as of December 31, 2022 compared to €705K as of December 31, 2021. The main component of
the increase comes from the contribution to the FRU (fonds de résolution unique) for €449K € and to a lesser extent of the C3S (social solidarity contribution of companies) for 35K€.

+ payroll increased by €221K to €6,152K as of December 31, 2022 compared to €5,931K as of December 31, 2021. This change is notably the result of recruitment and a bonus distributed to
employees in order to mitigate the effects inflation.

« external services increased by €375K to €6,491K as of December 31, 2022 compared to €6,116K as of December 31, 2021. The increases are mainly due to IT costs.

At the end of the financial year, depreciation and amortization expenses amounted to €1,065K compared to €818K at December 31, 2021, an increase of €247K. This change in amortization
mainly corresponds to the continued investment in information systems.

After depreciation and amortization, gross operating income as of December 31, 2021 amounted to € 2,065K compared to € 2,906K as of December 31, 2020. After taking into account gains
and losses on fixed assets and tax, the net income as of December 31, 2021 amounted to € 2,073K compared to € 2,887K for the previous financial year.

Net income as of December 31, 2022 amounted to €348k, down from €2,073k the previous year; result, which included an allocation to provisions on securities of €360K, while this amounted
to €3,365K for the 2022 financial year.

Revenues generated by AFL's recurring activities are growing rapidly, making it possible to cover all operating expenses and depreciation for the third consecutive year. Thus, as of December
31, 2022, the cost/income ratio, calculated on the basis of AFL's recurring income, reached 85.5% compared to 95.7% as of December 31, 2021.

Subsequent events

No major event likely to have an impact on the financial statements presented occurred at the start of the 2023 financial year.

Il - Accounting principles and valuation methods
Agence's financial statements have been prepared in accordance with accounting principles applyed in France by Banks.

Presentation format

Agence's financial statements are presented in accordance with ANC (Autorité des normes comptables) regulation n® 2014-07 of December 30, 2020 and mainly relating to regulated savings
and securities lending had no impact on the accounts of the 'AFL as of December 31, 2022.

Preparation basis

The general accounting conventions have been applied, in accordance with the basic assumptions :
+ Ongoing concern principle,

+ Segregation of accounting periods,

+ Consistency of methods.

And with the general rules for preparing and presenting annual financial statements.
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Accounting principles and methods

Loans and advances to banks and to customers

Loans and advances to banks include all loans connected with banking operations except for those materialized by a security. They are broken down into sight accounts and term accounts.
Loans and advances to customers comprise loans granted to local governments. The undrawn portion of signed loan agreements is recorded as an off-balance sheet item.

Interest on loans is recorded as Interest income prorata temporis for accrued amounts as is interest on past-dues.

Premiums paid on credit acquisitions are included in the amount of the principal repurchased and are therefore recognized in "Loans and advances to customers". In accordance with the
Réglement 2014-07, these marginal transaction costs are spread over the life of the loans through the calculation of a new effective interest rate.

Doubtful loans

Loans and receivables to customers are classified as doubtful if they carry an identified credit risk arising from one of the following events:
The loan or advance is in default for at least 90 days;
The borrower’s financial position is such that an identified risk exists regardless of whether the loan or advance is in arrears,
The bank and borrower are in legal proceedings.

By applying the contagion principle, all of the outstanding amounts of the same borrower are downgraded to doubtful loans as soon as a receivable from this holder is downgraded within AFL.

Compromised non-performing loans are loans to borrowers whose recovery outlook is so downgraded that they are written off. Loans unpaid for more than one year are recorded in this
category. Interest on these loans no longer contributes to the interest margin once they have been transferred to the category of compromised nonperforming loans.

Impairment charges are recognized for non-performing and compromised non-performing loans. Risk management determines the percentage of impaired capital in function of expected
losses. Interest income is fully impaired. Impairment charges and reversals for credit risk are recognized as Cost of risk as well as the losses on non-recoverable loans and recoveries on
amortized loans.

All default must have been settled, no default must therefore persist at the time of leaving the classification in doubtful.

A probation period of 6 months begins when all the conditions for the issue of default are met and the return to normal has been decided by the Credit Committee.

During the probationary period payments must resume regularly and without delay, an unpaid amount immediately causes the return in Doubtful loans.

The Credit Committee examines and validates the exit from the Doubtful loans classification.

Tangible and intangible fixed assets

Agence applyed CRC 2002-10 of 12 December 2002 relating to the amortization and impairment of assets and CRC 2004-06 on the recognition and measurement of assets, with the exception
of costs relating to first establishment of the Local Agency France that have been recognized in balance sheet like intangible assets, as permitted by Article R.123-186 the Code de commerce.

The acquisition cost of fixed assets includes, besides the purchase price, incidental costs which are charges linked directly or indirectly to the acquisition for the use or for the state entry in the
assets of the company.
Software acquired are recognized in gross value at acquisition cost.

IT costs are recognized in assets when they meet the conditions required by Regulation N° 2004-06, i.e. whether all the expenses are inccured for the etablishment of the information system.

Tangible and intangible assets are amortized over their estimated useful lives, with the exception of Start-up costs, which are amortized over a maximum period of 5 years, as permitted by the
Code de Commerce (Article R.123-187).

At each balance sheet date, or more frequently where events or changes in circumstances dictate, property, plant and equipment is assessed for indications of impairment. If such indications
are present, these assets are subject to an impairment review. If impaired, the carrying values of assets are written down by the amount of any impairment and the loss is recognised in the
income statement in the period in which it occurs.

Fixed assets are amortised over their estimated useful lives in the following manner:

Fixed asset Estimated useful life
Start-up costs 5 years
Software 5years
Website 3 years
Fixtures and fittings 10 years
Computer equipment 3years
Office furniture 9 years
Software development 5years

The amortization method is straight-line.

Securities portfolio

Accounting policies for securities transactions are defined by CRB regulation 90-01 as amended by CRC Regulations 2005-01, 2008-07 and 2008-17 endorsed by Regulations 2014-07 and by
CRC Regulation 2005-03 for the determination of credit risk and impairment of fixed-income securities, endorsed as well by Regulations 2014-07.

Securities are presented in the financial statements according to their type:

"Government and public securities" for Treasury bills and similar securities,

"Bonds and other fixed income securities" for notes and interbank debt instruments, shares and other income securities variable

"Equities and other variable income securities”

The item “Government and public securities” includes debt securities issued by public sector entities that may be refinanced through the European System of central banks.

They are classified in portfolios defined by regulation (trading, investment securities, placement securities, long term equities investment, medium term portfolio, other long term equity
investments and investments in subsidiaries and affiliates), depending on the initial intention for holding the securities at the time they were acquired.

Placement securities
Securities that do not fit in any existing category are recognized as placement securities.
Placement securities are recorded at acquisition cost including fees.

Bonds and other fixed income securities:
These securities are recognised at acquisition cost excluding interest accrued at the acquisition date. Accrued interest at the date of acquisition is recorded separately as "Accrued
interest". The difference between the purchase price and the redemption value is spread over the remaining life of the security on an actuarial basis.
Interests on these securities are recorded in Income statement as "Interest income on bonds and fixed income securities".
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At the end of the reporting period, in application of the principle of prudence, placement securities are recorded on the balance sheet at their acquisition cost or selling price at the end of the
reporting period, whichever is lower, after accounting, when relevant, for the value of the micro-hedge swap.
Excluding conterparty risk, when the decrease in the value of the security exceeds the unrealized gain on the micro-hedge, the decrease in net value is recorded in Net gains (losses) on
placement portfolio as loss or gain on sales.
If the decrease in the value of the security arises from a risk relating specifically to the issuer of the security, impairment is recorded under “Cost of risk”, in accordance with ANC regulation
2014-07 on credit risk.
If appropriate, Impairment intended to take into account counterparty risk and recognised under the cost of risk is booked on fixed income securities as follows:

in the case of listed securities, impairment is based on market value, which intrinsically reflects credit risk. However, if Agence has specific information on the issuer’s financial position that
is not reflected in the market value, a specific impairment loss is recorded,;

in the case of unlisted securities, impairment is recorded in the same way as on loans and receivables to customers based on identified probable losses.

Equities and other variable-income securities:
Equities are recognised on the balance sheet at their purchase price including transaction expenses. The associated dividends are recorded as income under “Income from variable-income
securities”.
Income from mutual funds is recognised when received under the same heading.
At each reporting date, short term investment securities are measured at the lower of acquisition cost and market value. If the current value of an item or a homogeneous set of securities
(calculated from market prices at the reporting date, for example)is lower than its carrying amount, an impairment loss is recorded for the unrealised loss without being offset against any gains
recognised on other categories of securities.

Investment securities

Investment securities are fixed income securities with a fixed maturity date that have been acquired or transferred to this category with the manifest intention of holding them until maturity.

This category only includes securities for which Agence has the necessary financial ability to continue holding them until maturity and that are not subject to any legal or other restriction that
could interfere with its intention to hold them until maturity.

Securities considered as Investment securities are recorded on the date of purchase at acquisition clean price including fees. Accrued interest at the date of acquisition is recorded separatly as
"Accrued interest". Interest on these securities is recorded in income as "Interest income on bonds and fixed income securities".

The difference between the purchase price and the redemption value is spread over the remaining life of the security on an actuarial basis.

Impairment is not booked for long term investment securities if their market value falls below cost. On the other hand, if the impairment arises from a risk relating specifically to the issuer of the
security, impairment is recorded under “Cost of risk”, in accordance with CRC regulation 2002-03 on credit risk.

In the case of the sale or reclassification to another category of long term investment securities and representing a material amount, during the current financial year and the next two financial
years, the reporting entity is no longer authorised to classify securities previously bought and to be bought as long term investment securities, in accordance with CRC regulation 2005-01,
except in the special cases provided by that regulation and by CRC regulation 2008-17.

Market price
The market price at which the various categories of securities are measured is determined as follows:

Securities traded on an active market are measured at the latest price;

If the market on which the security is traded is not or no longer considered active or if the security is unlisted, Agence determines the likely value at which the security concerned would be
traded using valuation techniques. Firstly, these techniques take into account recent transactions carried out in normal competition conditions. If required, Agence uses valuation techniques
commonly used by market participants to price these securities, when it has been demonstrated that these techniques provide reliable estimates of prices obtained in actual market

Recording date
Agence records securities classified as investment securities on the settiement date. Other securities, regardless of type or classification, are recognised on the trading date.

Disclosures on Placement securities and Investment securities
The Regulation CRC 2000-03, Appendix Ill, paragraph 1. 1.2, supplemented by Regulation No. 2004-16 of 23 November 2004 and Regulation CRC No. 2005-04 requires credit institutions to
provide:

A breakdown of Investment portfolio and Placement portfolio, public bills and similar securities, bonds and other fixed-income securities.

For Placement securities, the amount of unrealized gains corresponding to the difference between the market value and acquisition cost is disclosed. The amount of unrealized gains on
Placement securities subject to a provision in the balance sheet as well as investment securities unrealized losses not subject to provision.

Debt due to banks

Debt due to banks is broken down according to the initial maturity (sight or term debt).

Repurchase agreements (represented by certificates or securities) are included under these type according to the initial maturity. Accrued interest on these deposits is recognised under
accrued interest and taken to profit and loss.

Debt securities issued

These debt securities are recorded at nominal value. Redemption and issue premiums are amortized on an actuarial basis over the maturity of the securities prorate temporis. They are
recorded on the balance sheet in the same categories as the corresponding debt. Amortization of these premiums is recorded in the income statement as "Interest expense on bonds and other
fixed income securities".

If bonds are issued above par, amortization of issue premiums is deducted from interest expense on bonds and other fixed income securities. Interest on bonds is recorded as Interest expense
for accrued amounts calculated prorata temporis. Bond issue costs and commissions are amortized on an actuarial basis over the maturity of the related loans.

Derivative transactions

Agence engages in derivative transactions to hedge the interest rate and foreign exchange risks to which it is exposed in its activity.

Depending on their purpose, these transactions are assigned to micro-hedge or macro-hedge portfolios in accordance with CRB regulations 88-02 and 90-15 endorsed by ANC Regulations
2014-07. Valuation methods and accounting principles are determined according to the portfolio to which they are assigned.

Micro-hedge transactions
Transactions are booked as micro-hedges when they are designed to hedge against the interest rate risk related to an item or set of homogeneous items identified from the start. They involve
swaps used to hedge issues of debt securities, fixed-income secuties recognised as placement securities and loans and advances to customers.

Macro-hedge transactions
This category includes transactions designed to hedge and manage the Company’s overall exposure to interest rate risk on assets, liabilities and off-balance sheet items, excluding micro-
hedge transactions.
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The reduction measurement of the Company’s global interest rate risk is done by making a sensitivity analysis of macro-hedge portfolios.

Hedging transactions accounting
Expense and income on these transactions are recorded in the income statement in the same way income and expense on the hedged item or set of homogeneous items are recorded.
Expense and income on these transactions are recorded in the income statement prorata temporis respectively as Interest expense or Interest income.
Unrealised gains and losses on derivatives valuation are not recorded.
Payments at the inception of hedging derivatives are recorded in other assets and other liabilities and amortized over their maturity according to an actuarial method.
In the event of early reimbursement or the sale of the hedged item, or early repayment within the framework of the renegotiation of the hedged item, the termination fee received or paid
because of the early interruption of the hedging instrument is recorded in in the income statement if the hedging instrument has been cancelled.

Currency transactions

In accordance with ANC regulation 2014-07, AFL accounts for transactions in currencies in open accounts in each currency.

Foreign exchange position and currency exchange rate accounts are opened in each currency.

At each reporting date, the differences between the amounts resulting from the valuation of the foreign exchange position accounts at the market price on the closing date and the amounts
entered in currency exchange rate accounts are recorded in the income statement.

Currency hedging transactions

As part of hedging its foreign exchange risk, AFL contract cross currency swaps. These operations are set up in order to eliminate at inception the risk of a change in currency rate related to
an asset or a liability. This is mainly the hedging of debts issued by AFL in foreign currency.

The accounting principle used to recognize the result of the foreign exchange transactions of Cross currency swaps is to recognize in income prorata temporis over the duration of the contract,
the interest rate gap between the forward and the spot currency rate.

Cost of risk
The cost of credit risk includes impairment charges and reversals on fixed-income securities, and customer loans and receivables, as well as charges and reversals of impairment relating to
guarantee commitments given, losses on receivables, and the recovery of amortised receivables.

Provisions

Agence applies CRC regulation 2000-06 on liabilities relating to the recognition and measurement of provisions falling within the scope of this regulation.
Provisions are recorded at present value when the three following conditions are met:

+ Agence has a present legal or constructive obligation as a result of past events;

* It is probable that an outflow of resources representing economic benefits will be required to settle the obligation;

+ A reliable estimate of the amount of the obligation can be made.

Tax consolidation

Since January 1, 2015, the Agence belongs to the tax group headed up by Agence France Locale - Société Térritoriale. This entity pays the total income tax owed by the group. The Agence
records in its accounts the amount of tax for which it would be liable if it were not a member of the tax group. Tax savings realized by the tax group are recorded in the accounts of Agence
France Locale - Société Térritoriale.

Post-employment benefits
Agence has applied ANC recommendation 2013-02 of 7 November 2013 relating to the measurement and recognition of retirement and similar benefit obligations.
In accordance with this recommendation, Agence sets aside provisions to cover its retirement and similar benefit obligations falling within the category of defined-benefit plans.
These obligations are stated on the basis of actuarial, financial and demographic assumptions, and in accordance with the projected unit credit method. Under this method, for each year of
service, a charge is booked in an amount corresponding to the employee’s vested benefits for the period. The charge is calculated based on the discounted future benefit.
The entity has opted for method 2 in recommendation 2013-02 which allows in particular for the recognition of gains or losses arising from changes to defined-benefit plans when the
curtailment or settlement occurs.
The entity elected to immediately recognise the actuarial gains or losses in profit or loss over the expected average remaining working lives of the employees participating in the scheme.
Accordingly the amount of the provision is equal to:

the present value of the obligation to provide the defined benefits at the reporting date, calculated in accordance with the actuarial method advised by the recommendation;

plus any actuarial gains (less any actuarial losses) not recognized,

less, where applicable, the fair value of plan assets. These may be represented by an eligible insurance policy. In the event that the obligation is fully covered by such a policy, the fair
value of the policy is deemed to be the value of the corresponding obligation, i.e. the amount of the corresponding actuarial liability.
The recommendation also allows for the recognition of actuarial gains and losses using the “corridor method” or any other method that results in faster recognition in profit or loss.

Identity of the parent company consolidating the accounts of the Agence as of December 31, 2022

Agence France Locale — Société Territoriale
41, quai d'Orsay 75 007 Paris
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IV - Notes to the Balance Sheet

Note 1 - PORTFOLIO

(€ 000s)
Government  Bondsand  Equities and
securities securities securities
Fixed or variable income securities
Listed securities 940,081 118,667 1,058,748
Unlisted securities -
Accrued interest 3,281 856 4,138
Impairment (3,542) (382) (3,925)
Net carrying amount 939,820 119,141 - 1,058,961
Residual net Premium/Discount 5,462 1,773 7,235
31/12/2021
Fixed or variable income securities
Listed securities 914,177 10,030 924,207
Unlisted securities -
Accrued interest 2,213 - 2,213
Impairment (360) - (360)
Net carrying amount 916,031 10,030 - 926,061
Residual net Premium/Discount 16,577 (20) 16,557
Government paper and similar securities: analysis by residual maturity
Le:s:J :,T;: 3 3 mo;;:: to1 1 y;:arrtso 5 mo;c: ;t::n 5 Total principal ?:tzzl;z(ti Total Total

(€ 000s) 31122022 [EAIPIPIVA
Government paper and similar securities
Net amount 122,426 21,050 423,401 369,662 936,539 3,281 939,820 916,031
NET CARRYING AMOUNT 122,426 21,050 423,401 369,662 936,539 3,281 939,820 916,031
Bonds and other fixed income securities
Net amount 20,013 98,272 118,284 856 119,141 10,030
NET CARRYING AMOUNT 20,013 98,272 118,284 856 119,141 10,030
Analysis by type of portfolio

Portfolio Gross amount . ) Transfersand o hiee Change in ) Total Unrealized
(€ 0009 11212021 Additions Disposals other t Amort. .actcrue(ti Impairment 211212022 gainsf(losses)

movements interes

Transaction
Held-for-sale 738,133 1,051,864 (986,522) (15,433) (2,902) 1,760 (2,833) 784,068 (71,945)
Investment 187,929 93,932 (19,833) 15,085 (1,651) 164 (732) 274,892 (29,237)
NET CARRYING AMOUNT 926,061 1,145,796 (1,006,355) (348) (4,553) 1,924 (3,565) 1,058,961 (101,182)
Of which Premium/Discount 16,557 (2,410) (2,652) 293 (4,553) 7,235
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Note 2 -RECEIVABLES ON CREDIT INSTITUTIONS

Accounts with central banks

(€ ‘000s) 31/12/2021

Mandatory reserve deposits with central banks 1,134,476 1,175,973
Other deposits
Cash and central banks 1,134,476 1,175,973

Receivables on credit institutions

Lessthan3 3monthsto1 1yearto5 more than 5 Total Accrued Total Total
(€ 0003) months year years years principal interest 3111212022 31112/2021

Credit institutions

Loans and receivables

- demand 12,953 12,953 1 12,964 102,135
- time 80,000 80,000 199 80,199 115,249
Securities bought under repurchase agreements

TOTAL 92,953 - - - 92,953 210 93,163 217,384

Impairment

NET CARRYING AMOUNT 92,953 - - - 92,953 210 93,163 217,384

Note 3 - DUE TO CREDIT INSTITUTIONS

Lessthan3 3 monthsto1 1yearto5 morethan5 Total Accrued Total Total
(€ 000s) months year years years principal interest 31/12/2022 31112/2021

Credit institutions

Accounts and Overdrafts
- demand 0.2 0.2 0.2 36

- time

Securities sold under repurchase agreements
TOTAL 0.2 - - - 0.2 - 0.2 36

Note 4 - LOANS AND ADVANCES TO CUSTOMERS

(€ 0005) 31/12/2021

Short-term credit facilities 8,698 10,510
Other loans 5,322,441 4,405,672
Customers transactions before impairment charges 5,331,140 4,416,182
Impairment
Net carrying amount 5,331,140 4,416,182
Of which related receivables 8,847 6,961
Of which gross doubtful receivables 4,361 3,822

Of which gross non-performing doubtful receivables

Doubtful loans correspond to a default for at least 90 days unpaid loans and by contagion to all of the outstanding amounts of counterparties in default. Although classified as doubtful loans,
these loans have not been subject to impairment. Impairments are established on the basis of the recoverable amount of the receivable, i.e. the present value of the estimated future flows
recoverable. However, on the closing date, the AFL intends to recover all of its debts as well as the interest attached to them.

Analysis by residual maturity excluding accrued interest

Lessthan3 3 monthsto6 6 monthsto1 1yearto5 morethan5 Total . Total
months months ear ears ears principal Accrued interest 31/12/2022
(€ 0005) y y y
Loans and advances to customers 229,504 122,199 238,459 1,466,992 3,265,140 5,322,293 8,847 5,331,140
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Note 5 - BREAKDOWN OF FIXED ASSETS

(€ 000s)
Intangible assets 3112/2021  Additions Transfers Disposals Amort. Other 3111212022
movements
Intangible assets 12,961 1,342 177 14,480
Start-up costs
IT development costs 12,663 1342 312 14,318
Web site 298 (135) 163
Software
Intangible assets in progress 221 18 (221) 18
Intangible assets amortisation (10,097) (1,003) 4 (11,096)
Net carrying amount 3,085 1,360 (1,003) (39) 3,403
Property, plant & equipment 31/12/2021
Property, plant & equipment 292 71 42 404
Tangible assets in progress 8 8
Tangible assets amortization (148) (62) (4) (215)
Net carrying amount 143 79 (62) 37 198

Note 6 - OTHER ASSETS AND ACCRUALS

31/12/2021

(€ 000s)

Other assets
Cash collateral paid 177,842 50,264
Other assets 323 187
Impairment

Net carrying amount 178,164 50,451

Accruals
Deferred charges on bond issues 39,428 28,716
Deferred charges on hedging transactions 37,121 38,966
Prepaid charges 266 212
Accrued interest not yet due on hedging transactions 30,395 18,704
Other deferred income 4 62
Other accruals 3,654 9,129

TOTAL 110,867 95,789
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Note 7 - DEBT SECURITIES

Lessthan3 3monthsto1 1yearto5  morethan5 - Accrued Total Total
Total principal .
(€000s) months year years years interest 31/12/2022 311122021
Negotiable debt securities 371,652 371,652 371,652 208,256
Bonds 843,414 2,304,033 3,916,705 7,064,153 20,989 7,085,142 6,370,428
Other debt securities - -
TOTAL 371,652 843,414 2,304,033 3,916,705 7,435,805 20,989 7,456,794 6,578,684

Note 8 - OTHER LIABILITIES and ACCRUALS

(€ 000s) 3111212021

Other liabilities

Cash collateral received 102,377 5417
Miscellaneous creditors 3,043 2,982
TOTAL 105,420 8,399
Accruals
Transaction to pay and settlement accounts 613
Premium EMTN issue 31,403 38,112
Unrealised gains on hedging instruments 69,606 69,721
Unearned income 490 487
Accrued expenses on hedging instruments 19,552 11,287

Other accrued expenses

Other accruals 40,299 895
TOTAL 161,350 121,115

Note 9 - PROVISIONS

Balance as of Depreciation Reversals a:::‘:;?sarl\it Other Balance as of
31/12/12021 charges amounts used movements 31/12/12022

(€ 000s) used

Provisions

Financing commitment execution risks

Provisions for other litigations

Provisions for employee retirement and similar benefits 114 - - - - 114

Provisions for other liabilities to employees

Other provisions
TOTAL 114 - - - - 114
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Note 10 - CHANGES IN EQUITY

Share capital Legal reserve prfr:?t:‘:ns S::st::sgy Tr:giljzttii?;:' T;iglsllj.aatt.liz:, eR:::ii:;: Net income RICIEIRELI1Y
(€ 000s) subsidies
Balance as of 31/12/2020 168,400 - - - - - (26,214) 2,887 145,073
Change in share capital 28,400 28,400
Change in share premium and reserves
Allocation of 2020 net profit 2,887 (2,887)
Net income as of 31/12/2021 2,073 2,073
Other changes
Balance as of 31/12/2021 196,800 - - - - - (23,327) 2,073 175,546
Dividend paid for 2021
Change in share capital 10,800 ™ 10,800
Change in share premium and reserves
Allocation of 2021 net profit 2,073 (2,073)
Net income as of 31/12/2022 348 348
Other changes
Balance as of 31/12/2022 207,600 - - - - - (21,254) 348 186,695

(1) The share capital of Agence France Locale which amounts on 31 of December, 2022 to € 207,600,000 consists of 2,076,000 shares. The Company carried out three capital increases
during during the year 2022 subscribed on 31st May for € 6,200K, on 27th October for €3,000K and on 28th December 2022 for €1,600K.
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Note 11 - DERIVATIVES

Outstanding notional and Fair value

31/12/2022 311212021

Hedging transactions Oth::;:::ﬁl-(l;clging Hedging transactions Othi::r:Z::tgiiging
(€ 0003) OL:(S’:;::LT 9 Fair value OL::::;::;;‘ 9 Fair value Ountz:;nndai:‘lg Fair value OL:::;nnd;r 9 Fair value
FIRM TRANSACTIONS 13,352,625 (35,495) 766,900 28 12,426,932 (46,293) 809,490
Organised markets - - -
Interest rate contracts
Other contracts
Over-the-counter markets 13,352,625 (35,495) 766,900 28 12,426,932 (46,293) 809,490
Interest rate contracts 12,172,139 105,026 766,900 28 11,698,697 (35,683) 809,490
FRA
Cross Currency Swaps 1,180,485 (140,521) 728,235 (10,610)

Other contracts

CONDITIONAL TRANSACTIONS

Organised markets

Exchange rate options

Other options

Over-the-counter markets

Caps, floors

Foreign currency option

Crédit derivatives

Other options

Amount of micro-hedge transaction as of 31/12/2022

12,201,224 (€000s)

1,151,400 (€ ‘000s)
766,900 (€ ‘000s)

Amount of macro-hedge transaction as of 31/12/2022
Amount of trading transaction as of 31/12/2022

31/12/2022

Hedging transactions Others than Hedging transactions

Notional amount by maturity

Less than 1 1yearto5 more than 5 Less than 1 1yearto 5 more than 5
(€ '000s) year years years year years years
FIRM TRANSACTIONS 1,217,347 3,280,771 8,854,506 147,100 495,800 124,000
Organised markets - - - - -
Interest rate contracts
Other contracts
Over-the-counter markets 1,217,347 3,280,771 8,854,506 147,100 495,800 124,000
Interest rate contracts 931,060 2,821,264 8,419,815 147,100 495,800 124,000
FRA
Cross Currency Swaps 286,286 459,508 434,691

Other contracts
CONDITIONAL TRANSACTIONS - - - . .

Organised markets

Exchange rate options

Other options

Over-the-counter markets - - - a .

Caps, floors

Foreign currency option

Crédit derivatives

Other options

Derivatives classified as financial assets held for transaction purposes do not constitute interest rate positions taken with a view to drawing short-term profits. They are investment portfolio
fair value hedging derivatives in a fixed-rate borrower position which have been neutralised by fixed-rate lender derivatives. These contracts, concluded in a clearing house, present positions
which are rigorously symmetric in terms of rates and maturities. These financial assets and liabilities, although they are the object of a framework netting agreement, are presented as assets
and liabilities because future cash flows payable and receivable differ in the amount of the fixed-rate coupon payable and receivable. The positions presented in the table above do not entail
any kind of residual interest rate risk.

161



V - Notes to the Income statement

Note 12 - INTEREST INCOME AND EXPENSES

Interest and similar income 50,693 34,391
Due from banks 4,686 222
Due from customers 33,007 8,159
Bonds and other fixed income securities 2,101

from Held-for-sale securities 1,147

from Investment securities 954
Debt securities 18,909
Macro-hedge transactions 6,106 2,257
Other interest income 4,793 4,845
Interest and similar expenses (34,903) (21,732)
Due to banks (4,128) (6,213)
Bonds and other fixed income securities (4,118)

from Held-for-sale securities (3,798)

from Investment securities (321)
Debt securities (18,033)
Macro-hedge transactions (7,931) (6,560)
Other interest expenses (4,812) (4,841)
Interest margin 15,790 12,659
Note 13 - NET FEE AND COMMISSION INCOME
(€ 0005) 31/12/2021
Commission income 301 165
Interbank transactions
Customer transactions 301 165
Securities transactions
Forward financial instruments transactions
Currencies transactions
Financing commitments and guarantee
Other commissions recieved
Commission expenses (153) (324)
Interbank transactions (16) (15)
Securities transactions
Forward financial instruments transactions (136) (141)
Currencies transactions
Financing commitments and guarantee
Other commissions paid (168)
Net fee and commission income 148 (159)
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Note 14 - ANALYSIS OF GAINS AND LOSSES ON PORTFOLIO TRANSACTIONS

(€ 000s) 31/12/2021
Gains/(losses) on Trading book

Gains/(losses) on forward financial instruments 8,617 (2,139)
Gains/(losses) on foreign currency transactions 2 2
Gains or (losses) on trading portfolio 8,618 (2,137)
Gains/(losses) from disposal of held-for-sale securities (7,150) 2,024
Other income/(expenses) from held-for-sale securities

Impairment (charges) and reversals on held-for-sale securities (3,565) (360)
Gains or (losses) on held-for-sale portfolio (10,715) 1,665
Note 15 - OTHER BANKING INCOME

(€ 000s) 31/12/2021

Capital gains on loan disposals 2,146
Other banking income

Other banking income - 2,146
Capital losses on loan disposals

Other banking expense

Other banking expense -

TOTAL - 2,146
Note 16 - GENERAL OPERATING EXPENSES

Employee expenses

Wages and salaries 4117 3,868
Post-employment benefit expenses 377 379
Other expenses 1,658 1,684
Total Employee expenses 6,152 5,931
Operating expenses

Taxes and duties 1,169 705
External services 6,491 6,116
Total Administrative expenses 7,660 6,821
Charge-backs and reclassification of administrative expenses (1,384) (1,460)
Total General operating expenses 12,428 11,292
Note 17 - +/- NET GAINS (LOSSES) ON FIXED ASSETS

(€ 000s) 31/12/2021

Gains on sales of Investment securities 8
Gains on sales of tangible or intangible assets

Reversal of impairment

Total Gains on fixed assets - 8
Losses on sales of Investment securities

Losses on sales of tangible or intangible assets Q)]
Charge of impairment

Total Losses on fixed assets - (1)
TOTAL - 7
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Note 18 - STAFF

31/12/2022 31/12/2021

Director (corporate officer) 1 1
Managers 33 30
Technicians & employees

Apprentices and professional trainng contracts 7 7
Average staff during the year 41 38
Staff at year-end 44 39

Note 19 - REMUNERATIONS
Remuneration for Board of AFL and the Group's Director:

Neither members of AFL Board nor Group's Director benefited from a payment in actions in conformance with the exercise 2022 and a compensation was settled because of termination of
contract of employment. No other long-term advantage was granted to them.

Their Director's remunerations on the exercise 2022 were the following ones :

(€ 0005) 311M2/2022

Fixed remuneration 716
Variable remuneration 147
Payments in kind 17
Total 880

Members of the AFL Supervisory Board received €172k attendance fees.

Note 20 - EXTERNAL AUDITOR FEES

Caillau Dedouit et Associés KPMG Audit
2022 2021 2022 2021
(€'000s) (€'000s) (€ 000s) (€'000s)
Audit
Fees related to statutory audit, certification, examination of:
AFL-Société Opérationelle 73 69 72 69
Sub-total 73 69 72 69
Other fees and benefits (*) :
AFL-Société Opérationelle 36 36 42 48
Sub-total 36 36 42 48
TOTAL 110 105 114 117

(*) Other fees and benefits are related to issue prospectus audit, capital increases, reliance letter and allocation review of funds raised as part of the sustainability bond issue.

Note 21 - INCOME TAX CHARGE

The standard method for current tax has been chosen for report individual accounts.
Tax losses amounting to €19.2m at 2022 year-end closing were not recognised as deferred tax assets.

Note 22 - RELATED PARTIES

There are, on 31 December 2022, an agreement of administrative services and a licensing for the use of a mark, as well as a professional lease, which were concluded which have been
concluded between Agence France Locale - Société térritoriale at normal market conditions.
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Statutory auditors’ report on the financial
statements

For the year ended 31st December 2022
Agence France Locale S.A.
112 rue Garibaldi - 69006 Lyon
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wALLLIAU AJEDUULL €0 Z1550U0C1ES

This is a translation into English of the statutory auditors’ report on the financial statements of the Company
issued in French and it is provided solely for the convenience of English speaking users.

This statutory auditors’ report includes information required by European regulation and French law, such
as information about the appointment of the statutory auditors or verification of the management report and
other documents provided to shareholders.

This report should be read in conjunction with, and construed in accordance with, French law and
professional auditing standards applicable in France.

Agence France Locale S.A.

Registered office: 112 rue Garibaldi - 69006 Lyon
Share capital: €.210 600 000

Statutory auditors’ report on the financial statements

For the year ended 31st December 2022

To the annual general meeting of Agence France Locale S.A.,

Opinion

In compliance with the engagement entrusted to us by your annual general meeting, we have
audited the accompanying financial statements of Agence France Locale S.A. for the year ended
31st December 2022.

In our opinion, the financial statements give a true and fair view of the assets and liabilities and
of the financial position of the Company as at 315t December 2022 and of the results of its
operations for the year then ended in accordance with French accounting principles.

The audit opinion expressed above is consistent with our report to the Audit and Risk Committee.
Basis for Opinion
Audit Framework

We conducted our audit in accordance with professional standards applicable in France. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our opinion.

Our responsibilities under those standards are further described in the Statutory Auditors’
Responsibilities for the Audit of the Financial Statements section of our report.

Independence
We conducted our audit engagement in compliance with independence requirements of the

French Commercial Code (code de commerce) and the French Code of Ethics (code de
déontologie) for statutory auditors for the period from 1st January 2022 to the date of our report
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and specifically we did not provide any prohibited non-audit services referred to in Article 5(1) of
Regulation (EU) No 537/2014.

Justification of Assessments - Key Audit Matters

In accordance with the requirements of Articles L.823-9 and R.823-7 of the French Commercial
Code (code de commerce) relating to the justification of our assessments, we inform you that we
have assessed that there are no key audit matters relating to risks of material misstatement that,
in our professional judgment, were of most significance in our audit of the financial statements of
the current period.

Specific Verifications

We have also performed, in accordance with professional standards applicable in France, the
specific verifications required by laws and regulations.

Information given in the management report and in the other documents with respect to
the financial position and the financial statements provided to the Shareholders

We have no matters to report as to the fair presentation and the consistency with the financial
statements of the information given in the management report of the Board of Directors andin the
other documents with respect to the financial position and the financial statements provided to
shareholders.

We attest the fair presentation and the consistency with the financial statements of the information
relating to payment deadlines mentioned in Article D.441-6 of the French Commercial Code (Code
de commerce).

As indicated in the management report, this information does not include banking and related
transactions, as your company considers that they do not fall within the scope of the information
to be produced.

Information relating to corporate governance

We attest that the Supervisory report on corporate governance sets out the information required
by article L.225-37-4 of the French Commercial Code.

Report on Other Legal and Regulatory Requirements

Appointment of the Statutory Auditors

We were appointed as statutory auditors of Agence France Locale S.A. by the annual general
meeting held on 17th December 2013.

As at 31st December 2022, KPMG S.A. and Cailliau Dedouit et Associés were in their 9t year of

total uninterrupted engagement, which are the 8" year since securities of the Company were
admitted to trading on a regulated market.
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with French accounting principles and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless it is expected to liquidate the Company
or to cease operations.

The Audit and Risk Committee is responsible for monitoring the financial reporting process and
the effectiveness of internal control and risks management systems and where applicable, its
internal audit, regarding the accounting and financial reporting procedures.

The financial statements were approved by the Management Board.
Statutory Auditors’ Responsibilities for the Audit of the Financial Statements
Objectives and audit approach

Our role is to issue a report on the financial statements. Our objective is to obtain reasonable
assurance about whether the financial statements as a whole are free from material misstatement.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with professional standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As specified in Article L.823-10-1 of the French Commercial Code (code de commerce), our
statutory audit does not include assurance on the viability of the Company or the quality of
management of the affairs of the Company.

As part of an audit conducted in accordance with professional standards applicable in France, the
statutory auditor exercises professional judgment throughout the audit and furthermore:

e Identifies and assesses the risks of material misstatement of the financial statements,
whether due to fraud or error, designs and performs audit procedures responsive to those
risks, and obtains audit evidence considered to be sufficient and appropriate to provide a
basis for his opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e Obtains an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the internal control.
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e Evaluates the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management in the financial
statements.

o Assesses the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as
a going concern. This assessment is based on the audit evidence obtained up to the date of
his audit report. However, future events or conditions may cause the Company to cease to
continue as a going concern. If the statutory auditor concludes that a material uncertainty
exists, there is a requirement to draw attention in the audit report to the related disclosures in
the financial statements or, if such disclosures are not provided or inadequate, to modify the
opinion expressed therein.

o Evaluates the overall presentation of the financial statements and assesses whether these
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

Report to the Audit and Risk Committee

We submit to the Audit and Risk Committee a report which includes in particular a description of
the scope of the audit and the audit program implemented, as well as the results of our audit. We
also report, if any, significant deficiencies in internal control regarding the accounting and financial
reporting procedures that we have identified.

Our report to the Audit and Risk Committee includes the risks of material misstatement that, in
our professional judgment, were of most significance in the audit of the financial statements of
the current period and which are therefore the key audit matters that we are required to describe
in this report.

We also provide the Audit with the declaration provided for in Article 6 of Regulation (EU) N°
537/2014, confirming our independence within the meaning of the rules applicable in France such
as they are set in particular by Articles L.822-10 to L.822-14 of the French Commercial Code
(code de commerce) and in the French Code of Ethics (code de déontologie) for statutory

auditors. Where appropriate, we discuss with the Audit and Risk Committee the risks that may
reasonably be thought to bear on our independence, and the related safeguards.

The statutory auditors

Paris La Défense, on March 27t, 2023 Paris, on March 27th, 2023

French original signed by

Xavier De Coninck Sandrine Le Mao

Partner Partner

169



AGENCE FRANCE LOCALE IFRS GAAP

BALANCE SHEET

Assets as of December 31, 2022

(€ °000s) Notes 3111212021
Cash, central banks 5 1,134,411 1,175,917
Financial assets at fair value through profit or loss 1 28,591 10,385
Hedging derivative instruments 2 912,259 172,891
Financial assets at fair value through other comprehensive income 3 707,306 721,146
Securities at amortized cost 4 256,891 205,979
Loans and receivables due from credit institutions and similar items at amortized cost 5 270,754 267,749
Loans and receivables due from customers at amortized cost 6 4,690,415 4,431,048
Revaluation adjustment on interest rate risk-hedged portfolios 4,158
Current tax assets
Deferred tax assets 7 6,641 5,156
Accruals and other assets 8 1,053 539
Intangible assets 9 2,381 3,085
Property, plant and equipment 9 1,101 1,225
Goodwill
TOTAL ASSETS 8,011,803 6,999,277
Liabilities as of December 31, 2022
(€ 0005) Notes 3111212021
Central banks 1,174
Financial liabilities at fair value through profit or loss 1 28,562 10,376
Hedging derivative instruments 2 973,829 225,180
Debt securities 10 6,589,082 6,571,730
Due to credit institutions 11 102,377 5,453
Due to customers
Revaluation adjustment on interest rate hedged portfolios 126,038
Current tax liabilities
Deferred tax liabilities 7 467 169
Accruals and other liabilities 12 3,976 4,709
Provisions 13 140 134
Equity 187,333 180,352
Equity, Group share 187,333 180,352
Share capital and reserves 207,600 196,800
Consolidated reserves (18,009) (19,085)
Reevaluation reserve
Gains and losses recognised directly in equity (5,015) 907
Profit (loss) for the period 2,758 1,730
Non-controlling interests
TOTAL LIABILITIES 8,011,803 6,999,277
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Income statement

(€ ‘000s) Notes 31212021

Interest and similar income 14 50,509 34,447
Interest and similar expenses 14 (34,907) (21,732)
Fee & Commission Income 15 301 165
Fee & Commission Expense 15 (153) (324)
Net gains (losses) on financial instruments at fair value through profit or loss 16 8,968 (2,454)
Net gains or losses on financial instruments at fair value through other comprehensive income 17 (7,150) 2,024
Net gains and losses on derecognition of financial assets at amortised cost 18 1,834
Income on other activities

Expenses on other activities

NET BANKING INCOME 17,569 13,960
Operating expenses 19 (12,513) (11,137)
Net depreciation, amortisation and impairments of tangible and intangible assets 9 (866) (971)
GROSS OPERATING INCOME 4,190 1,852
Cost of risk 20 (404) (95)
OPERATING INCOME 3,786 1,757
Net gains and losses on other assets 21 (0.01)
INCOME BEFORE TAX 3,786 1,757
Income tax 22 (1,029) (27)
NET INCOME 2,758 1,730
Non-controlling interests

NET INCOME GROUP SHARE 2,758 1,730
Basic earnings per share (in EUR) 1.33 0.88
Diluted earnings per share (in EUR) 1.33 0.88
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Net income and other comprehensive income

(€ 0005) 31/12/2022 3111212021

Net income 2,758 1,730
Items will be reclassified subsequently to profit or loss (2,507) 1,292
Revaluation of financial assets at fair value through other comprehensive income recyclable to income (3,367) 1,696

Other items recognized through other comprehensive income recyclable to income

Related taxes 861 (404)
Elements not recyclable in profit or loss (3,416) (798)

Revaluation in respect of defined benefit plans

Revaluation of financial assets at fair value through to equity (4,554) (1,064)

Other items recognized through other comprehensive income not recyclable to income

Related taxes 1,139 266
Total gains and losses recognized directly in equity (5,922) 494
COMPREHENSIVE INCOME (3,165) 2,224
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Consolidated statement of changes in equity

Associated reserves to

Gains and losses recognized directly in comprehensive income

Recyclable

Not recyclable

Net income, Group

Share-holders’ equity -

Share-holders’equity,

Total share-holders

coptel capital Consocatedreseries o’:::;:cniglea‘gsf:tz Z}?"f-:r Net change in fair value - Other items recognized share Group share no?;iz:etrsct)!ing Sy
value through other of cash flow hedging Reva!uatlon in respect of through'oth‘er
comprehensive income, derivatives, after tax defined benefit plans ;;Tg;:; rllnlselvti‘::lcc‘:)r;z
(€ ‘000s) after tax
Shareholders’ equity at 1 january 2021 168,400 - (21,380) (331) - - 744 2,295 149,728 - 149,728
IFRIC Application Configuration and Customization Cost (533) (533) (533)
Shareholders’ equity as of January 1, 2021 restated IFRIC 168,400 - (21,914) (331) - - 744 2,296 149,195 - 149,194
Increase in share capital 28,400 28,400 28,400
Elimination of treasury shares
Allocation of profit 2020 2,295 (2.29)
Dividends 2020 paid
Sub-total of changes linked to ti 28,400 - 2,295 - - - - (2,295) 28,400 - 28,400
Changes in fair value through equity 1,638 1,638 1,638
Change in value of through profit or loss 59 59 59
Revaluation of financial assets at fair value through not recyclable equity (1,064) (1,064) (1,084)
Changes in actuarial gains on retirement benefits
Related taxes (404) 266 (138) (138)
Changes in gains and losses recognized directly in equity - - - 1,292 - - (798) - 494 - 494
2021 Net income 1,730 1,730 1,730
IFRIC Application Configuration and Customization Cost (121) (121) (121)
Sub-total - - - 1,292 - - (798) 1,609 1,609 - 1,609
Effect of acquisitions and disposals on non-controlling interests
Shareholders’ equity at 31 December 2021 196,800 - (19,618) 961 - - (54) 1,609 179,698 - 179,698
Increase in share capital 10800 " 10,800 10,800
Elimination of treasury shares
Allocation of profit 2021 1,609 (1,609)
Dividends 2021 paid
Sub-total of changes linked to t 10,800 - 1,609 - - - - (1,609) 10,800 - 10,800
Changes in fair value through equity (2,810) (2,810) (2,810)
Change in value of through profit or loss (857) (57) (557)
Revaluation of financial assets at fair value through not recyclable equity (4,554) (4,554) (4,554)
Changes in actuarial gains on retirement benefits
Related taxes 861 1,139 1,99 1,999
Changes in gains and losses recognized directly in equity - - - (2,507) - - (3,416) - (5,922) - (5,922)
31 December 2022 Net income 2758 2,758 2,758
Sub-total - - - (2,507) - - (3,416) 2,758 (3,165) - (3,165)
Effect of acquisitions and disposals on non-controlling interests
Shareholders’ equity at 31 December 2022 207,600 - (18,010) (1,546) - - (3,470) 2,758 187,333 - 187,333

(1) The share capital of Agence France Locale which amounts on 31 of December, 2022 to € 207,600K consists of 2,076,000 shares. The Company carried out three capital increases during the year 2022 subscribed on 31st May 2022 to € 6,200K, on 27th October for €3,000K and on 28th December for €1,600K.
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Cash flow statement

3111212022 31112/2021
(€ 000s)

Net income before taxes 3,786 1,757
+/- Net depreciation and amortisation of tangible and intangible non-current assets 866 971
+/- Net provisions and impairment charges 404 144
+/- Expensef/income from investing activities 2,941 (1,066)
+/- Expense/income from financing activities 689 599
+/- Other non-cash items (6,133) (3,580)
= Non-monetary items included in net income before tax and other adjustments (1,234) (2,932)
+/- Cash from interbank operations 0
+/- Cash from customer operations (913,685) (734,373)
+/- Cash from financing assets and liabilities (22,202) 33,105
+/- Cash from not financing assets and liabilities (325) (2,450)
- Income tax paid

= Decrease/(increase) in cash from operating activities (936,212) (703,718)
= CASH FLOW FROM OPERATING ACTIVITIES (A) (933,659) (704,893)
+/- Flows linked to financial assets and investments (107,490) (164,330)
+/- Flows linked to investment properties

+/- Flows linked to tangible and intangible non-current assets (1,437) (1,587)
= CASH FLOW FROM INVESTING ACTIVITIES (B) (108,927) (165,917)
+/- Cash from or for shareholders 10,800 28,400
+/- Other cash from financing activities 901,107 1,436,984
= CASH FLOW FROM FINANCING ACTIVITIES (C) 911,907 1,465,384
EFFECT OF CHANGES IN EXCHANGE RATES ON CASH (D)

Increase/(decrease) in cash equivalents (A + B+ C + D) (130,680) 594,574
Cash flow from operating activities (A) (933,659) (704,893)
Cash flow from investing activities (B) (108,927) (165,917)
Cash flow from financing activities (C) 911,907 1,465,384
Effect of changes in exchange rates on cash and cash equivalents (D) 0
Cash and cash equivalents at the beginning of the period 1,278,108 683,534
Cash and balances with central banks (assets & liabilities) 1,175,973 601,780
Interbank accounts (assets & liabilities) and loans/deposits at sight 102,135 81,754
Cash and cash equivalents at the end of the period 1,147,429 1,278,108
Cash and balances with central banks (assets & liabilities) 1,134,476 1,175,973
Interbank accounts (assets & liabilities) and loans/deposits at sight 12,953 102,135
CHANGE IN NET CASH (130,680) 594,574
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NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS ACCORDING TO IFRS STANDARDS
General framework

AFL (« Agence ») presentation

The AFL ("Agence") is the subsidiary of Agence France Locale - Société Territoriale ("AFL ST").

The AFL ST is a limited company with a Board of Directors whose shareholders are comprised exclusively of Communities that the membership of the Group AFL. The AFL ST is the
parent company of the Agence. Agence is a limited company with an Executive Board and a Supervisory Board.

The diagram below shows the structure of the AFL group:

Local authorities
100%
Agence France Locale
Group
A
+% Trademark license agreement Agence France Locale -
Société Territoriale % Services
Accounting
Juridical
Shareholders
% Services 99.99% Financial services

Communication

Agence France Locale

0.01% ;
———»  Control ? Non-controlling

Services .
interests
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| - Publication context
The 2022 financial statements were approved by the Board of Directors as of March 13, 2023.

Il - Highlights from 2022 financial year

The year 2022 marks another very significant increase in results related to the credit activity, which is part of the Company's development trajectory in accordance with its 2012-2026 strategic plan.
The increase in results excluding non-recurring items reflects the good momentum in the generation of income from loan activity since 2015, the year in which AFL's activities started and which is
measured in particular by the regular and constant increase in the portfolio of loans granted to member local authorities.

The production of medium- and long-term loans by AFL in 2022 amounted to €1,391.5 million compared to €1,243 million a year earlier. It is on the rise, despite the constraints weighing on the level
applied to the usury rate over the period for loans to local authorities.

For the first time since the beginning of its activities, the AFL carried out, during the same year, two syndicated issues denominated in euros for an amount of 500 million euros each, the first with a
maturity of 7 years in a sustainable bond format, and at a margin of 25 basis points above the OAT curve, and the second with a 9-year maturity at a margin of 53 basis points above the curve
OAT. In addition to these two issues, there is the launch of a syndicated issue denominated in sterling, i.e. for the first time, a syndicated issue in a currency other than the euro. In addition to
these transactions, several private placements were carried out, making it possible to optimize the maturity profile of AFL's debts as well as its cost of funding.

During the 2022 financial year, AFL-ST, pursuing its corporate purpose, subscribed to the capital of AFL for 10.8 million euros with three capital increases, thus increasing the share capital by AFL
from €196.8 million as of January 1, 2022 to €207.6 million as of December 31, 2022. The AFL Group now has 599 members, including 103 new local authorities, which joined the AFL Group during
the the past financial vear.

At the end of the 2022 financial year, the NBI generated by the activity amounted to €17,569K compared to €13,960K at December 31, 2021. The NBI for 2022 corresponds mainly to a net interest
margin of €15,602K in increase of 22.7% compared to the net interest margin for 2021 which stood at €12,715K; to capital gains from the sale of investment securities in the amount of €1,467K
compared to €806K in 2021, once corrected for hedging items sold, and to a net result of hedge accounting for items present in the balance sheet of €367K compared to -€631K in 2021.

The interest margin of €15,602K realized in 2022 has undergone a very significant change in its composition with the end of negative interest rates. Indeed, the sharp rise in the 3-month Euribor
rate against which AFL's exposures are swapped mechanically leads to a rapid increase in interest income on assets and in particular those of the loan portfolio to €31,182K at December 31, 2022
compared to €3,856K as of December 31, 2021, while conversely, interest on the debt, after taking into account interest on hedging, again becomes a cost for the 2022 financial year for a total
amount of -€18.033K compared to +€18.909K at December 31. 2021 when interest rates were neaative.

The increase in interest income on the loan portfolio can also be explained by an increase in outstanding loans as well as the positive remuneration of rate-hedged loans representing equity.

With regard to interest income linked to the management of the liquidity reserve, the rise in interest rates and their return to positive territory has the consequence, there too, of a positive
remuneration on the assets of the liquidity reserve. for a total of €2,447K compared to an expense of €9,773K at December 31, 2021.

During the period, the management of the liquidity reserve portfolio generated €1,467K in income from the sale of investment securities net of the cancellation of interest rate hedging instruments
for securities subject to disposals for €8,617K. By way of comparison, the 2021 financial year generated a net amount of capital gains on disposals of €806K.

The net result of hedge accounting, which amounts to €367K represents the sum of the differences in fair value of the hedged items and their hedging. Among these differences, -€984K relate to
valuation differential charges on instruments classified as macro-hedging, €5,455K relate to income from valuations of instruments in assets classified as micro-hedging and -€4 108K to charges
from debts classified as micro-hedging.

There are still latent differences in valuations between the hedged items and the hedging instruments, one of the components of which comes from a market practice leading to recognize a
valuation asymmetry between the hedging instruments collateralized daily on the one hand , discounted on a curve now called the €STER curve, with reference to the new monetary index, and the
hedged items on the other hand, discounted on an Euribor curve. This leads, according to IFRS standards, to the recognition of a hedge ineffectiveness which is recorded in the income statement.
It should be noted that this is, however, a latent income.

For the financial year ended December 31, 2022, general operating expenses represented €12,513K compared to €11,517K for the previous financial year once restated for the application of IFRIC
relating to software used in Saas mode. These expenses include personnel expenses for €6,124K compared to €5,906K as of December 31, 2021. General operating expenses also include
administrative expenses, which amounted to €6,389K compared to €5,611K as of December 31, 2021, a once the re-invoicing between the AFL and the AFL-ST has been subtracted and restated
for the change in method induced by the IFRIC.

The increase in operating expenses is explained by the following items:

= a significant increase of €464k in taxes, duties and mandatory contributions which amounted to €1,169K as of December 31, 2022 compared to €705K as of December 31, 2021. This increase is
the result of the €449K increase in the contribution to the FRU (fonds de résolution unique) and, to a lesser extent, €35K from the C3S (corporate solidarity social contribution).

= The 2022 financial year also saw an increase in the payroll, with in particular some recruitments, and a slight increase in the costs of external services. However, these increases remain under
control.

At the end of the financial year, depreciation and amortization expenses amounted to €866K compared to €753K at December 31, 2021, an increase of €113K. The amortization allowances for the
period take into account the restatements induced by the 2021 IFRIC relating to the costs of implementing information systems which was applied on January 1, 2022. The 2021 amortization
allowances of €753K have been obtained by retrospective application of the change in method in order to communicate comparative information. Depreciation and amortization for the previous year
amounted to €971K before the application of these new interpretation.

Beyond this regulatory impact, this change mainly corresponds to the continuation of investments in the credit chain, the data pool, the third-party database, the development of regulatory reporting
and the information system dedicated to the transaction processing chain.

After depreciation and amortization, gross operating income as of December 31, 2022 amounted to €4,190K compared to €1,690K as of December 31, 2021 obtained after restatement for the
change in method.

The cost of risk relating to ex-ante impairments for expected losses on financial assets under IFRS 9 increased to €404K compared to €95K at 31 December 2021. This resulted in an overall stock
of IFRS 9 provisions of €1,275K at December 31, 2022 compared to €871K as of December 31, 2021, i.e. 1.7 bp vs 1.21 bp. Beyond the increase in the size of the balance sheet, this increase
reflects the deterioration of the macroeconomic environment and credit risk in general, even if the loans to local authorities and the securities that AFL has in its portfolio are inherently low risk.

As of December 31, 2022, AFL has a total amount of deferred tax assets (IDA) of €6,641K compared to €5,156K as of December 31, 2021 with €218K from IFRIC restatements. IDA from carry-
forward tax losses accumulated since the creation of AFL decreased to €4,793K compared to €4,944K at December 31, 2021.

AFL closes the 2022 financial year with net income of €2,758K compared to €1,609K at December 31, 2021 restated for the application of IFRIC 2021 on the treatment of configuration and
customization costs for SaaS software.

Excluding exceptional items, revenue generated by AFL's recurring activities is growing rapidly, making it possible to cover all operating expenses and depreciation for the third consecutive year.
Thus, as of December 31, 2022, the cost/income ratio, calculated on the basis of AFL's recurring income, reached 85.7% compared to 95.2% as of December 31, 2021.

Subsequent events
No significant subsequent events occurred on the beginning of 2023 after the accounts closure date has to be reported.
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Il - Principles and methods applicable to AFL, judgments and estimates used

Agence France Locale has decided to publish voluntary financial statement according to IFRS standards. The accounting standards is constantly the French GAAP standards according to
leaislation applicable in France.

The preparation of the financial statements involves making assumptions and estimates that may or may not prove accurate in the future. These estimates, which are based on the information
available as at 31 December 2022, call upon the judgement of managers and the parties involved in preparing the financial statements, particularly where assessing the fair value of financial
instruments is concerned.

Future achievements depend on many factors: fluctuations in interest and foreign exchange rates, the economic environment, changes in regulations or legislation, etc., which means that the
final outcome of the transactions concerned may differ from these estimates and have an impact on the financial statements.

The valuation of financial instruments not listed on organized markets involves the use of models based on observable market data for most OTC instruments. The determination of the value
of certain instruments, like loans that are not traded on an active market is based on valuation techniques which, in certain cases, rely on parameters that are deemed to be non-observable.
Information on the fair value of financial assets and liabilities carried at cost is disclosed in appendix.

Application of IFRS basis

In accordance with IFRS 1 "First-time Adoption of IFRS" and pursuant to European Regulation 1606/2002 of July 19, 2002, the financial statements for 2019 are presented in compliance with
the IFRS (International Financial Reporting Standards) published by and as approved by the European Union and in force on that date. The IFRS framework includes IFRS standards and
also include International Accounting Standards (IAS) and related interpretations issued by the International Financial Reporting Interpretations Committee) et SIC (Standing Interpretations
Committee).

The format used for the summary financial statements is a banking format. It is consistent with Recommendation No. 2017-02 of 2 June 2017 of the French Accounting Standards Authority
(Autorité des normes comptables).

Standards, amendments and interpretations published by the IASB, the application of which is mandatory for years beginning on or after January 1, 2022

= Conclusions of the IFRS IC relating to the costs of implementing and accessing "Software as a service" (Saas) applications.

In accordance with the IFRIC decision of March 2021 relating to the recognition of the costs of customization and configuration of Saas contracts, AFL has maintained as intangible assets the
specific developments that it controls according to the criteria for classification as fixed assets defined by IAS38. The other configuration and customization costs not meeting these criteria and
previously capitalized were either reclassified as expenses retrospectively if they had been carried out by a third party unrelated to the publisher of the SaaS solution, or spread over the
duration of the SaaS contract when the publishers have carried them out.

The financial statements presented as of December 31, 2022 take into account the IFRIC decision on the costs of configuring and customizing software obtained from a supplier under a SaaS
(Software as a Service) type contract. The 2021 financial statements presented for comparative purposes have not been restated for the retrospective application of the IFRIC decision, given
the insignificant nature of the change in accounting method. Note 9 to the consolidated financial statements details the impacts of the change in method on the various headings of the restated
2021 financial statements. The application of this new interpretation resulted in a decrease of €533K in equity as of January 1, 2021.

The other new standards, interpretations or amendments indicated below, which are mandatory for AFL from January 1, 2022, have not had a significant impact on the financial statements pres:

= Amendment to IFRS 3 - Update of the conceptual framework.

AFL, which has decided to publish a set of individual accounts in accordance with IFRS, generally does not carry out any transaction falling within the scope of IFRS 3.

= Amendments to IAS 37 — Onerous Contracts — Costs of Performing the Contract — Provisions, Contingent Liabilities and Contingent Assets.

= Amendment to IAS 16 — Property, plant and equipment - Recognition of revenue generated before commissioning.

Published by the IASB in May 2020, adopted by the European Union on June 28, 2021 (EU Regulation No. 2021/1080) and mandatory for financial years beginning on or after January 1, 2022
with early application permitted, this amendment prohibits from now on to deduct from the cost of a tangible fixed asset the receipts drawn from the sales of the production of the fixed asset
before its activation. These receipts as well as the related costs must be accounted for in the income statement. This amendment will have no impact on AFL's financial statements given that
the company does not recognize revenue related to the production of fixed assets in the process of activation.

= Annual improvements to IFRS - 2018-2020 cycle.

- IFRS 1: Subsidiary becoming a first-time adopter,

- IFRS 9 Derecognition of a financial liability: fees and commissions to be included in the 10% test,

- IAS 41 Taxes in Fair Value Measurements, and

- IFRS 16 Lease inducements

IASB and IFRIC texts adopted by the European Union applicable in advance

The AFL has decided not to apply the following standards in advance:

= Amendment to IAS 8: Definition of an Accounting Estimate

= Amendment to IAS 12: Deferred tax relating to assets and liabilities resulting from the same transaction

= Amendment to IFRS 10 and IAS 28: sales or contributions of assets made between the group and entities accounted for using the equity method.
=Amendments to IAS 1: Presentation of financial statements — Practice statement 2 “disclosure of accounting policies”

Application of the above texts is considered insignificant to AFL's financial statements.

IV - Accounting principles applied to the financial statements
Classification and measurement

On initial recognition, financial assets are classified at amortized cost, at fair value through other comprehensive income, or at fair value through profit of loss, according to the type of
instrument (debt or equity), the characteristics of their contractual cash flows and how the entity manages its financial instruments (its business model).

Business model

The entity’s business model represents the way in which it manages its financial assets to produce cash flow. Judgment must be exercised to assess the business model.
The choice of business model must take into account all information regarding the manner in which cash flows were generated in the past, along with all other relevant information.

For example:

- the way in which the performance of financial assets is assessed and presented to the main company directors;

- risks which have an impact on the business model's performance, in particular the way in which these risks are managed;

- the way in which directors are paid (for example, if pay is based on the fair value of assets under management or on the contractual cash flows received);

- the frequency of, volume of and reason for sales.

The IFRS 9 standard uses three business models:

- a business model whose objective is to hold financial assets in order to receive contractual cash flows (“hold to collect model”). This model, under which the concept of “holding” is relatively
similar to holding to maturity, remains valid if disposals occur under the following conditions:

o the disposals are due to an increase in credit risk;
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o the disposals occur just before maturity and at a price that reflects the contractual cash flows that are still owed;

o other disposals may also be compatible with the “hold to collect” model’s objectives if they are in frequent(even if their value is significant) or if their value is insignificant when considered
both individually and overall (even if they are frequent).

AFL Group applies "collect" business model for its local authorities lending activities.

- a mixed management model in which assets are managed with the objective of both collecting the contractual cash flows and selling the financial assets ("collect and sales model").

AFL Group applies the "collect and sale" model to its portfolio management activities in the liquidity reserve.

- a model specific to other financial assets, particularly trading assets, in which the collection of contractual flows is incidental and whose main objective is to sell the assets.

AFL Group does not apply this business model and does not have a trading portfolio.

Types of contractual cash flows: the SPPI (Solely Payments of Principal and Interest) test

A financial asset is classified as generating solely payments of principal and interest if, on specific dates, it gives rise to cash flows that are solely payments of principal and interest on the
outstanding amount due. The SPPI test should be performed for each financial asset on initial recognition.

The principal amount is defined as the financial asset's fair value at its acquisition date. Interest is the consideration for the time value of money and the credit risk incurred on the principal
amount, as well as other risks such as liquidity risk, administrative costs and the profit margin.

The instrument's contractual terms must be taken into account to assess whether contractual cash flows are solely payments of principal and interest. All elements that may cast doubts as to
whether only the time value of money and credit risk are represented must therefore be analyzed.

For example:

Any contractual option that creates risk exposure or cash-flow volatility that is not consistent with a basic lending arrangement, such as exposure to fluctuations in the price of stocks or of a
market index, or the introduction of leverage, would make it impossible to categorize contractual cash flows as SPPI.

- the applicable interest rate features (for example, consistency between the rate refixing period and the interest calculation period);

If a clear determination cannot be made through qualitative analysis, a quantitative analysis (a benchmark test) is carried out. This test involves comparing the contractual cash flows for the
asset in question with the contractual cash flows of a benchmark asset.

- early redemption and extension conditions;

For the borrower or lender, a contractual option permitting prepayment of financial instruments does not violate the SPPI test for contractual cash flows if the prepayment amount mainly
represents the unpaid amounts of principal and interest and, if applicable, a reasonable additional compensation for the early termination of the contract.

Basic financial assets (those that generate SPPI) are debt instruments such as fixed-rate loans, variable-rate loans without an interest rate tenor mismatch or that are not linked to a security or
to a market index, and fixed-rate or variable-rate debt securities.

Non-SPPI financial assets include, for example, convertible bonds or mandatory convertible bonds with a fixed conversion ratio.

Accounting categories

Debt instruments (loans, receivables or debt securities) may be valued at amortized cost, at fair value through other comprehensive income recyclable to income or at fair value through profit
and loss.

A debt instrument is valued at amortized cost if it meets the following two conditions:

- the asset is held under a business model where the objective is to collect contractual cash flows; and

- the contractual terms of the financial asset define it as basic (SPPI) within the meaning of the standard.

A debt instrument is valued at fair value through other comprehensive income if it meets the following two conditions:

- the asset is held under a business model where the objective is both to collect contractual cash flows and to sell financial assets; and

- the contractual terms of the financial asset define it as basic (SPPI) within the meaning of the standard.

All other financial assets are recorded at fair value through profit or loss. These financial assets include financial assets held for trading purposes, financial assets at fair value through profit or
loss and non-basic (non-SPPI) assets.

Recognition at fair value through profit or loss as an option for financial assets only applies in the case of the elimination or significant reduction of an accounting mismatch. This option enables
the elimination of accounting mismatches stemming from the application of different valuation rules to instruments managed in accordance with a single strategy.

Embedded derivatives are no longer recognized separately to their host contract when these are financial assets, such that the entire hybrid instrument must now be recognized at fair value
through profit or loss.

Debts, which are not classified as financial liabilities at fair value, are initially recorded at cost, which is the fair value of the amounts borrowed net of transaction costs. At the closing date, they
are measured at amortized cost using the effective interest rate method and recorded in the balance sheet under "Debts due to credit institutions” or "Debt securities".

Financial assets at amortized cost

Financial assets at amortized cost include loans and receivables due from credit institutions and customers.

Loans and receivables from credit institutions are broken down according to their initial maturity or their nature: demand debts (demand deposits, ordinary accounts) or term deposits (term
accounts).

They are recognized, after their initial recognition, at amortized cost using the effective interest rate method and may be subject to an impairment, if any.

The effective interest rate is the rate that exactly discounts estimated future cash flows (payments or receipts) to the carrying amount of the loan at inception. This rate includes any discounts
recorded in respect of loans granted at below-market rates, as well as any external transaction income or costs directly related to the issue of the loans, which are treated as an adjustment to
the effective yield on the loan.

When loans are extended under conditions that are less favorable than market conditions, a discount corresponding to the difference between the nominal value of the loan and the sum of
future cash flows discounted at the market interest rate is deducted from the nominal value of the loan. The market interest rate is the rate applied by the vast majority of local financial
institutions at a given time for instruments and counterparties with similar characteristics.This premium is spread over the life of the loans through the calculation of a new effective interest rate.

Financial assets at fair value through profit or loss

This asset category includes:

« financial assets held for trading, i.e. securities acquired or issued principally for the purpose of selling them in the near term;

« financial assets that the Group has chosen to recognize at fair value through profit or loss at inception using the fair value option available under IFRS 9.

The Agence does not hold financial assets at fair value through profit or loss as such.

They are investment portfolio fair value hedging derivatives in a fixed-rate borrower position, which hedged items has been sold, which have been neutralised by fixed-rate lender derivatives.
Those contracts, concluded in a clearing house, present positions which are rigorously symmetric in terms of rates and maturities. These financial assets and liabilities, although they are the
object of a framework netting agreement, are presented as assets and liabilities because future cash flows payable and receivable differ in the amount of the fixed-rate coupon payable and
receivable.

These assets are measured at fair value at the date of initial recognition and at each balance sheet date. Changes in fair value over the period, interest, dividends, and gains or losses on
disposals on these instruments are recognized in “Net gains or losses on financial instruments at fair value through profit or loss”.

178



Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are initially recognized at fair value, plus any transaction costs.

- Debt instruments measured at fair value through other comprehensive income recyclable to income

On the balance sheet date, they are carried at their fair value and changes in fair value (excluding accrued interest) are recorded under "Gains and losses recognized directly in other
comprehensive income recyclable to income”.

In the event of disposal, these changes in fair value are not transferred to income but directly to retained earnings under equity.

These instruments are subject to IFRS 9 impairment requirements. If they are sold, these changes in fair value are taken to income.

Interest income accrued or received on debt instruments is recorded under “Interest and similar income” based on the effective interest rate method.

Upon disposal of these securities, unrealized gains or losses previously recognized in equity are recycled in the income statement within "Net gains or losses on at fair value through other
comprehensive income".

- Debt instruments measured at fair value through other comprehensive income not recyclable to income

AFL Group does not hold any debt instruments measured at fair value through non-recyclable equity.

Recognition date of securities
AFL Group records financial securities on the settlement date.

Financial assets designated at fair value through profit or loss (fair value option)
AFL Group does not use the option to designate its financial assets at fair value through profit or loss.

Financial information regarding financial instruments
Information relating to the risk management as required by IFRS 7 are disclosed into annual management report.

Impairment of assets at amortized cost and at fair value through other comprehensive income, and provisioning of loan and guarantee commitments

Debt instruments classified as financial assets at amortized cost or at fair value through other comprehensive income, loan commitments and financial guarantee contracts are impaired or
covered by a provision for expected credit losses (ECL) as of the date of initial recognition.

These financial instruments are divided into three categories depending on the increase in credit risk observed since their initial recognition.

An impairment or a provision is recognized on outstanding amounts in each category, as follows:

Stage 1 (Performing assets)
- these are performing loans for which credit risk has not increased materially since the initial recognition of the financial instrument;
- the impairment or the provision for credit risk corresponds to 12-month expected credit losses;

Stage 2 (Non-performing assets)
- performing loans for which credit risk has increased materially since the initial recognition of the financial instrument are transferred to this category;

Factors to detect an increase in credit risk for local government loans are:

- Degradation of three (3) points or more of the internal note

- Change to an internal note greater than 6.5

- Non-technical outstanding payment for more than 30 days all loans combined,

- Restructuring of a loan meaning that the local hautority is having difficulty meeting its deadlines,

- Significant internal or external event

Regarding the assets of the liquidity reserve the criteria retained are:

- Degradation of two (2) notchs or more of the internal note

- Non-technical outstanding payment for more than 30 days from a contractual cash flow, a security or any other product with the counterparty,
- Significant internal or external event

- Restructuring of the debt

- the impairment or the provision for credit risk is determined on the basis of the financial instrument’s lifetime expected credit losses;

When all the elements allowing to note a degradation of the risk are solved, the exposures are considered as having no more risk of degradation.

Stage 3 (Doubtfull assets)

- non-performing loans within the meaning of IFRS 9 are transferred to this category. These are loans for which there is objective evidence of impairment loss due to an event which represents
a credit risk occurring after the initial recognition of the instrument in question. In particular, objective evidence of impairment includes any payments that are past due by at least three months,
or regardless of whether any payment has been missed, the observation of financial hardship experienced by the counterparty leading to the expectation that some or all of the amounts owed
may not be recovered or to the initiation of legal proceedings;

- these events are liable to lead to the recognition of incurred credit losses, that is, expected credit losses for which the probability of occurrence has become certain.

. the impairment or the provision for credit risk is calculated based on the financial instrument's lifetime expected credit losses on the basis of the recoverable amount of the receivable, i.e., the
present value of estimated recoverable future cash flows taking into account the impact of any collateral;

When all the criteria having triggered the classification in default are cleared, that there is no new one whatever its nature, the counterparty can leave the default category.

All outstanding payment must have been regularized, no unpaid must therefore continue at the time of the release of the the default category.

A probationary period of 6 months begins when all the conditions of the default are met and the healthy return has been decided by the Credit Committee.

During the probationary period, payments must continue on a regular basis and without delay, an unpaid amount immediately causes the return to default category.

The Credit Committee instructs and validates the exit of the default category.

Depreciation charges and reversals amounts are registred in "Cost of risk" in income statement.

Estimation of Expected Credit Losses (ECL)
IFRS 9 requires institutions to calculate expected credit losses based on statistics produced from historical data that account for business cycles that affect their counterparties.
Agence France Locale has less than three years of existence at implementation of the standard, it does not have a default data history.

To overcome this lack of data, and considering the low level of risk represented by its exposures, AFL Group has decided to base its ECL method on external public data and on the
documented opinion of its experts given at quarterly meetings.

The process is framed by two committees. The Provision Committee deals with the parameters used in the calculation of provisions: it sets the probability of realization of business cycle
evolution scenarios and validates the calculation of default probabilities and losses in case of default. The Provision Credit Committee scans line by line exposures and validates their treatment
in terms of provision.
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- The exposures classification in the 3 phases is a function of the evolution of the ratings of these exposures since their entry in the balance sheet. The ratings used are rating agencies
ratings or internal[1] ratings in the case of local governments, possibly supplemented by expert opinion to reflect recent information and future risks. The thresholds used are relative and
absolute.

- The calculation of default probabilities (PD) is based on historical default rates ("point in time" default) and cumulated default rates ("through the cycle") published by rating agencies with
a historical depth of 35 years. The default rates of the high point and low point of the cycle scenarios are derived from the first and last deciles of the histories; the average default rates are
used for the central scenario.

- Beyond 10 years, cumulated default rates are extrapolated using a Weibull statistical law;

- For the liquidity reserve exposures, regulatory default losses (LGD) of the standard approach (45%) are used. For exposures on local authorities, an LGD was calculated by expert
opinion;

- The experts decide on future developments in the business cycle and establish the forward-looking vision by defining the weightings of the 3 scenarios (central, low point of the cycle and
high point of the cycle). The experts' expectations are underpinned by the macroeconomic, sectoral and geographical studies published by recognized institutions such as the World Bank, the
European Central Bank, the economic research of the big banks or the rating agencies.

The process is framed by two committees. The “Comité expert provisions” deals with the parameters used in the calculation of provisions: it sets the probability of realization of scenarios of
evolution of the economic cycle and validates the calculations of probabilities of default and losses in case of default. The “Comité de crédit provisions” scans line by line exposures and
validates their treatment in terms of impairment.

Fixed assets

Fixed assets are recognised at their acquisition cost plus acquisition expenses that are directly related and required to put them in working order so that they can be used.

After initial recognition fixed assets are valued at their nominal value less accumulated depreciation and possible impairment losses.

Fixed assets that are depreciated are subject to impairment tests in cases where evidence of a loss of value is identified at year-end. Fixed assets that are not depreciated are subject to
impairment tests in cases where potential evidence of a loss of value is identified at year-end, and at least once a year.

If evidence of a loss of value is recorded, the recoverable value of the asset is compared with its net book value. In the event of a loss of value, an impairment charge is recorded in the profit
and loss statement. That impairment changes the depreciation schedule of the asset going forwards. The impairment is reversed in the event of a change in the estimated recoverable value or
the evidence of impairment disappears.

Tangible assets
Tangible assets are depreciated linearly over their expected useful life.

Fixed asset Estimated usefull life
Fixtures and fittings 10years
Computer equipment 3years
Office furniture 9years

Intangible assets

Software are recognised in intangible assets as they meet the following three criteria in respect of I1AS 38:
- Must be identifiable;

- Be controlled by the Company;

- Is likely that the future economic advantages attributable to such an element will go to the Company.
Intangible assets are depreciated linearly over their expected useful life.

Fixed asset Estimated usefull life
Software 5years
Website Jyears
Software development 5years

Debt

Debt that is not classified in financial liabilities at fair value is initially recorded at cost, which corresponds to the fair value of the amounts borrowed net of transaction costs. At year-end, the
debt is valued at amortised cost according to the effective interest rate and recorded in the balance sheet under “Debt payable to credit institutions” or “Debt represented by a security”.

Debts due to credit institutions are broken down according to their initial maturity or their nature: demand debts (demand deposits, ordinary accounts) or term deposits (term accounts).

Hedge accounting

Fair value hedges are intended to provide protection from exposure to a change in the fair value of an asset or of a liability that has been recognised, or of a firm commitment that has not been
recognised. Cash flow hedges are intended to provide protection from a change in future cash flows from financial instruments associated with a recognised asset or liability (for example, with
all or part of future interest payments on a floating-rate debt) or a projected transaction that is considered to be highly probable. Hedges of net investments in a foreign operation are intended
to provide protection from the risk of an adverse movement in fair value arising from the foreign exchange risks associated with a foreign investment in a currency other than the euro. Hedges
must meet the following criteria in order to be eligible for hedge accounting:

- The hedging instrument and the instrument hedged must be eligible;

- There must be formal documentation from inception, primarily including the individual identification and characteristics of the hedged item, the hedging instrument, the nature of the
hedging relationship and the nature of the hedged risk to assess whether the hedging relationship meets the effectiveness constraints of the hedge.

The hedging relationship satisfies the effectiveness constraints of the hedge if there is an economic link between the hedged item and the hedging instrument.

For an economic link to exist, the value of the hedging instrument and that of the hedged item must generally vary inversely with each other as a result of same risk, which is the risk covered.
The effectiveness of the hedge is the extent to which changes in the fair value or cash flows of the hedging instrument offset changes in the fair value or cash flows of the hedged item.
Depending on the factors involved, the method of assessing the effectiveness of the hedge may consist of a qualitative or quantitative assessment.

For example, when the critical terms (such as the nominal amount, maturity and underlying) of the hedging instrument and the hedged item match or are closely aligned, it might be possible
for an entity to conclude on the basis of a qualitative assessment of those critical terms that the hedging instrument and the hedged item have values that will generally move in the opposite
direction because of the same risk and hence that an economic relationship exists between the hedged item and the hedging instrument
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Fair value hedge

Any revaluation of the derivative is recognised in profit and loss in a way that mirrors the revaluation of the item hedged. Gains or losses attributable to the hedged risk are recognised in “Net
gains or losses on financial instruments at fair value through profit and loss” in the profit and loss statement. As soon as the hedge relationship becomes effective, movements in the fair value
of the hedged item are mirrored by the movements in the fair value of the hedging instrument. Any potential failure in the hedge is directly recognised in profit and loss.

The potential ineffectiveness of the hedge is recognized directly in the income statement. The relative ineffectiveness of the bi-curve valuation of collateralised derivatives is taken into account
in the efficiency calculations.

The portion relating to the accrued income or expenses of the derivative instrument is recognised in Income and interest expense in the profit and loss statement at the same time as the
interest income and expense relating to the hedged item.

In case of interruption of the hedging relationship (management decision, non-compliance with the effectiveness criteria or sale of the hedged item before maturity), the hedging derivative is
transferred to the trading portfolio. The amount of revaluation recorded in the balance sheet for the hedged item is amortized over the remaining life of the original hedge. If the hedged item is
sold before maturity or redeemed early, the cumulative amount of the revaluation is recognized in the income statement for the period.

Cash flow hedge

The change in value of the derivative is recognised in the balance sheet through a specific account in other comprehensive income for the efficient portion and any inefficient portion of the
hedge is recognised in the income statement. Any profits or losses on the derivative accrued through other comprehensive income are then reclassified in the income statement when the
hedged cash flows occur;

Macro-hedging
AFL Group applies the provisions of IAS 39, as adopted by the European Union, to macro-hedging transactions that are performed as part of the asset & liability management of fixed-rate
positions (IAS 39 carve-out). Macro-hedging instruments are interest-rate swaps designated as fair value hedges for the Group's fixed-rate resources. Macro-hedging derivatives are
accounted for according to the same principles as those described above. The revaluation of the hedging component is recognised in “Revaluation differences on portfolios hedged against
interest rate risk”.

Determining fair value or market value

IFRS 13 defines fair value as the price received for the sale of an asset or paid for the transfer of a liability in a standard transaction between market participants on the valuation date.

When an instrument is initially recognised, its fair value is generally the transaction price.

IFRS 13 recommends using a price quoted on an active market in the first instance to determine the fair value of a financial asset or liability. A market is considered to be active if prices are
easily and regularly available from a stock exchange, a broker (multiple inputs), an intermediary or a regulatory agency, and if those prices represent real transactions (volume and price range)
under normal competition conditions.

In the absence of an active market, the fair value must be determined using valuation techniques.

These techniques include the use of recent transactions performed in a normal competition environment. They are based on market data, on the fair value of substantially identical instruments,
or on cash flow or option valuation discount models, and involve recognised valuation methods.

The aim of a valuation technique is to establish what the price of an instrument would be under normal market conditions.

The appropriate quoted market price for an asset held or liability to be issued is usually the current bid price and, for an asset to be acquired or liability held, the asking price.

Fair value of financial instruments are presented in Appendix over three levels in descending order of observability of values and parameters used for their valuation:

level 1: Instruments valued using quoted prices (non-adjusted) in active markets for identical assets or liabilities. These specifically include bonds and negotiable debt securities listed on
markets;

level 2: Instruments valued using inputs other than quoted prices included in Level 1 that are observable for the asset or liability concerned, either directly (i.e. prices) or indirectly (i.e. derived
from prices);

Level 2 is composed of:

- Instruments that are traded over the counter, the fair value of which is measured with models using observable market data, i.e. derived from various and independent available external
sources which can be obtained on a regular basis. For example, the fair value of interest rate swaps is generally derived from the yield curves of market interest rates as observed at the
reporting date.

- Instruments that are traded over the counter, the fair value of which is measured with models using observable market data, i.e. derived from various and independent available external
sources which can be obtained on a regular basis. For example, the fair value of interest rate swaps is generally derived from the yield curves of market interest rates as observed at the
reporting date.

Level 3: fair value that is measured using significant unobservable inputs
For some instruments that are not traded in an active market, fair value measurement is based on valuation techniques using assumptions i.e. that cannot be observed on the market for an
identical instrument. Loans to local authorities are disclosed within Level 3.

Provisions

Provisions are recorded in balance sheet liabilities when the AFL Group has an obligation towards a third party and that obligation is likely or certain to cause an outflow of funds for the benefit
of the third party with no expectation of a counter-payment that is at least equivalent.

Provisions and provision reversals are recorded in profit and loss on the lines that correspond to the nature of the future expenditure involved.

Interest income and expense

Interest income and expense are recognised in the profit and loss statement for all financial instruments valued at amortised cost using the effective interest rate.

Interest income and expense include for available for sale and held to maturity securities, the difference between the purchase price and the redemption value which is spread over the
remaining life of the security on an actuarial basis.

The effective interest rate is the rate that discounts future cash outflows or inflows exactly over the expected life of the financial instrument, so as to arrive at the net book value of the financial
asset or liability.

The calculation of this rate factors in commissions received or paid, which are by nature an integral part of the effective contract rate.

Cost of risk
The cost of credit risk includes impairment charges and reversals on fixed-income securities, and customer loans and receivables, as well as charges and reversals of impairment relating to
guarantee commitments given, losses on receivables, and the recovery of amortised receivables.

Current tax expense

The current income tax expense is calculated using a 25% rate which is the effective tax rate for the 31 December 2022 period.
The Agence and its parent company AFL ST form a fiscal integration group since January 1, 2015, AFL ST is fiscal group head.
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Deferred taxes

Deferred taxes are recognized using the variable carry-forward method to account for temporary differences arising between the carrying amounts of assets and liabilities in the financial
statements and their tax bases.

The tax rates enacted or substantively enacted at the balance-sheet date are used to determine deferred taxes. Deferred tax assets are recognized to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilized.

Deferred tax is recognised as tax income or expense in the profit and loss statement, except for tax relating to unrealised gains and losses on assets available for sale, and for movements in
the value of derivatives classified as cash flow hedges, for which deferred tax is charged directly to equity capital.

IAS 12 prohibits discounting of deferred tax assets and liabilities.

Post-employment benefits

In accordance with IAS 19 — Employee Benefits, obligations under defined benefit plans are measured by independent actuaries using the projected unit credit method.

Under this method, each period of service gives rise to an additional unit in terms of benefit entitlement and each unit is assessed separately so as to calculate the final obligation. This final
obligation is then discounted. The main items taken into account in these calculations are:

+ an estimated date of payment of the benefit,

+ a financial discount rate

+ an inflation rate

+ assumptions on salary increases, staff turnover

Changes in actuarial assumptions and experience adjustments - corresponding to the effects of differences between the previous actuarial assumptions and what has actually occurred - give
rise to actuarial gains and losses on the benefit obligation or on the plan assets. These gains and losses are recorded in the “Income and expenses recognized directly in equity” statement,
and will not be recycled in the income statement.

The net cost of defined benefit pension plans for the period therefore corresponds to the sum of the following:

+ The service cost (recognized in “Operating income” in “Other general operating expenses’);

+ The finance cost less the expected yield on plan assets (recognized in “Non-operating income” in “Pension obligation expense or income”). These two items (finance cost and expected yield
on assets) are measured based on the rate used to discount the obligations.
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V - Notes to the Balance Sheet

Note 1 - FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(€ 0005) | Assets | Liabities |  Assets Liabilities

Financial assets held for trading 28,591 28,562 10,385 10,376

Financial assets at fair value option through profit or loss

Total financial assets at fair value through profit or loss 28,591 28,562 10,385 10,376

Financial assets held for trading

(€ ‘000s) | Assets | Liabilities | Assets Liabilities

Equity instruments

Debt securities

Loans and advances

Derivatives 28,591 28,562 10,385 10,376

Total Financial assets held for trading 28,591 28,562 10,385 10,376
Notional amount Fair value Notional amount Fair value

(€ ‘000s) To receive To deliver Positive Negative To receive To deliver Positive Negative

FIRM TRANSACTIONS 383,450 383,450 28,591 28,562 404,745 404,745 10,385 10,376|

Organised markets - - - - -

Interest rate contracts

Other contracts

Over-the-counter markets 383,450 383,450 28,591 28,562 404,745 404,745 10,385 10,376|

Interest rate contracts 383,450 383,450 28,591 28,562 404,745 404,745 10,385 10,376

FRA

Cross Currency Swaps

Other contracts

CONDITIONAL TRANSACTIONS - - - - -

Organised markets - - .

Over-the-counter markets - o .

Derivatives classified as financial assets held for transaction purposes do not constitute interest rate positions taken with a view to drawing short-term profits. They are investment portfolio
fair value hedging derivatives in a fixed-rate borrower position which have been neutralised by fixed-rate lender derivatives. These contracts, concluded in a clearing house, present positions
which are rigorously symmetric in terms of rates and maturities. These financial assets and liabilities, although they are the object of a framework netting agreement, are presented as assets
and liabilities because future cash flows payable and receivable differ in the amount of the fixed-rate coupon payable and receivable. The positions presented in the table above do not entail
any kind of residual interest rate risk, the fair value difference is only the result of payable or receivable cash flows.
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Note 2 - HEDGING DERIVATIVES

Analysis by type of hedge
31/12/2021

(€ 000s) Assets Liabilities Assets Liabilities
Derivatives designated as fair value hedges 756,089 941,846 159,474 206,626
Derivatives designated as cash flow hedges
Derivatives designated as portfolio hedges 156,171 31,983 13,416 18,554
Total Hedging derivatives 912,259 973,829 172,891 225,180
Detail of derivatives designated as fair value hedges

Notional amount Fair value Notional amount Fair value
(€ 000s) Toreceive | To deliver Positive Negative To receive To deliver Positive Negative
FIRM TRANSACTIONS 7,187,446 5,013,778 756,089 941,846 6,524,655 4,871,489 159,474 206,626
Organised markets - - - -
Over-the-counter markets 7,187,446 5,013,778 756,089 941,846 6,524,655 4,871,489 159,474 206,626
Interest rate contracts 6,211,642 4,809,098 736,789 782,025 5,881,876 4,786,033 148,970 185,512
FRA
Cross Currency Swaps 975,805 204,680 19,300 159,821 642,779 85,456 10,505 21,115
Other contracts
CONDITIONAL TRANSACTIONS - - - -
Organised markets - - - -
Over-the-counter markets - - - -
Detail of derivatives designated as interest rate hedged portfolios

Notional amount Fair value Notional amount Fair value
(€ 000s) Toreceive | To deliver Positive Negative To receive To deliver Positive Negative
FIRM TRANSACTIONS 203,760 947,640 156,171 31,983 206,360 824,428 13,416 18,554
Organised markets - - - -
Interest rate contracts
Other contracts
Over-the-counter markets 203,760 947,640 156,171 31,983 206,360 824,428 13,416 18,554,
Interest rate contracts 203,760 947,640 156,171 31,983 206,360 824,428 13,416 18,554
FRA
Cross Currency Swaps
Other contracts
CONDITIONAL TRANSACTIONS - - - -

Organised markets

Over-the-counter markets
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PORTFOLIO

Note 3 - FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Fixed-income securities - Analysis by nature

(€ 000s) 311212021

Government paper and similar securities 604,899 721,146
Bonds 102,407

Other fixed income securities

Net amount in balance sheet 707,306 721,146
Including depreciation (528) (453)
Including net unrealised gains and losses (71,918) 2,720

12-month Lifetime expected losses

Expected credit losses on debt instruments T Incurred losses
p Individual collective

Expected losses as of 31st December 2021 (453) o . .

Transfers from 12-month to maturity
Transfers from maturity to 12-month

Transfers from expected to incurred losses

Total transfer movment - .

Movment attributable to financial instruments recognized over the period (75) -

Acquisitions (307)

Re-estimate of parameters (16)

Bad debts written off

On sales 249

Expected losses as of 31st December 2022 (528) - o .

Fixed-income securities - Analysis by contreparty

(€ 000s) 31/12/2021

Local public sector 464,941 589,394

Financial institutions and other financial corporations 242,365 131,752

Non-financial corporations
Net amount in balance sheet 707,306 721,146

Fixed income securities held on Financial institutions include € 51,000K of securities guaranteed by States of the European Economic Area.

Changes in Financial assets at fair value through other comprehensive income

Change in tair
Other value Change in Prem/Disc

Total amount as

Total amount as

of Additions Disposals o > of
movements recognised in accrued interest Amort.
(€ 000s) 3111212021 equity 31/12/2022
Government paper and similar securitie: 721,146 798,770 (837,422) (15,433) (59,840) 1,005 (3,328) 604,899
Bonds - 253,095 (141,960) (9,888) 756 405 102,407
Other fixed income securities - - - - - - -
TOTAL 721,146 1,051,864 (979,382) (15,433) (69,728) 1,760 (2,923) 707,306
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Note 4 - SECURITIES AT AMORTIZED COST

Fixed-income securities - Analysis by nature

(€ '000s) 311212021

Government paper and similar securities 249,688 195,921
Bonds 7,203 10,058
Other fixed income securities

Net amount in balance sheet 256,891 205,979
Including expected credit losses on debt instruments (256) (162)
Expected losses as of 31st December 2021 (162) -

Transfers from 12-month to maturity
Transfers from maturity to 12-month

Transfers from expected to incurred losses

Total des mouvements de transfert - -

Movment attributable to financial instruments recognized over the period (93) -
Acquisitions (104)

Re-estimate of parameters 2

Bad debts written off

On sales 9

Expected losses as of 31st December 2022 (256) -

Fixed-income securities - Analysis by contreparty

(€ 0003) 31/12/2021

Local public sector 125,191 105,679

Financial institutions and other financial corporations 131,700 100,299

Non-financial corporations
Net amount in balance sheet 256,891 205,979

Fixed income securities held on Financial institutions include € 124,497K of securities guaranteed by States of the European Economic Area.

Changes in securities at amortized cost

Total amount Change in Expected [RIIEEICIT

as of Additions Disposals Other Interest "1"" accrued Prem/Disc credit losses as of
movements  Reevaluation . Amort.
(€ 000s) 31/12/2021 interest change 31/12/2022
Government paper and similar securities 195,921 86,786 (21,829) 15,085 (24,618) 63 (1,632) (88) 249,688
Bonds 10,058 7,146 (10,078) (19) 101 1 (5) 7,203
Other fixed income securities - - - - - - -
TOTAL 205,979 93,932 (31,907) 15,085 (24,638) 164 (1,630) (93) 256,891

Note 5 - RECEIVABLES ON CREDIT INSTITUTIONS

Accounts with central banks

(€ 000s) 31/12/2021

Mandatory reserve deposits with central banks 1,134 477 1,175,973
Other deposits
Cash and central banks 1,134,477 1,175,973
Impairment (65) (56)
Net amount in balance sheet 1,134,411 1,175,917
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Receivables on credit institutions

(€ 000s)

31/12/2021

Loans and receivables

- on demand and short notice 12,964 102,135
-term 80,219 115,450
Cash collateral paid 177,604 50,195
Securities bought under repurchase agreements
TOTAL 270,787 267,780
Impairment for expected losses (32) (31)
NET CARRYING AMOUNT 270,754 267,749

Note 6 - LOANS AND ADVANCES TO CUSTOMERS

31/12/2021

(€ 000s)
Short-term credit facilities 8,698 10,510
Other loans 4,682,094 4,420,696
Customers transactions before impairment charges 4,690,792 4,431,206
Impairment (377) (158)
Net carrying amount 4,690,415 4,431,048
Of which individual impairment (377) (158)

Of which collective impairment

Expected credit losses on loans and financing commitments

12-month
expected losses

Lifetime expected losses

Individual

collective

Incurred losses

Expected losses as of 31st December 2021 (224) (21) - -
Transfers from 12-month to maturity 5 (5)

Transfers from maturity to 12-month

Transfers from expected to incurred losses

Total transfer movment 5 (5) o o
Movment attributable to financial instruments recognized over the period (58) (171) o .
Production and acquisition (50) (126)

Re-estimate of parameters (33) (46)

Bad debts written off

Repayments 25 1

Expected losses as of 31st December 2022 (278) (197) - -
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SUMMARY OF PROVISIONS ON SECURITIES, LOANS AND FINANCING COMMITMENTS

Depreciation Reversals -
3111212021 charges amounts not | Net charge Utilised 31/12/2022
(€ °000s) 9 used
Financial assets at fair value through other comprehensive income
Depreciations on performing assets 453 324 (249) 75 528
Depreciations on non-performing assets
Depreciations on doubtfull assets
Total 453 324 (249) 75 528
Financial assets at amortized cost
Depreciations on performing assets 388 186 (39) 147 534
Depreciations on non-performing assets 20 172 4 176 196
Depreciations on doubtfull assets
Total 408 358 (35) 323 731

CLASSIFICATION OF FINANCIAL ASSETS BY RISK LEVEL

Gross amount Depreciation
Net Amount

(€ °000s) Step 2 Step 3 Step 1 Step 2 Step 3
Accounts with central banks 1,134,477 (65) 1,134,411
!’mancnal assets at fair value through other comprehensive 707,834 (528) 707,306
income
Securities at amortized cost 257,147 (256) 256,891
Loans. and receivables due from credit institutions at 270,787 (32) 270,754
amortized cost
Loans and receivables due from customers at amortized 4,605,500 80,941 4350 (189) (187) @ 4,690,415

cost
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Note 7 - DEFERRED TAX

The movement on the deferred tax account is as follows:

(€ 000s) 3111212021
Net asset as at 1st of january 4,987
IFRIC Application Configuration and Customization Cost 218
Net asset as at 1st of january restated IFRIC 5,204 5,154
Of which deferred tax assets 5,374 5,401
Of which deferred tax liabilities 169 248
Recognised in income statement (1,029) (28)
Income statement (charge) / credit (1,029) (28)
Recognised in equity 1,999 (138)
Financial assets at fair value through other comprehensive income 861 (404)
Cash flow hedges 1,139 266
Other
Net asset as at 6,175 4,987
Of which deferred tax assets 6,641 5,156
Of which deferred tax liabilities 467 169
Deferred tax are attributable to the following items:
(€ 000s) 3111212021
Financial assets at fair value through other comprehensive income 691
Cash flow hedges 1,157 18
Losses carried forward 4,793 4,944
Other temporary differences 194
TOTAL DEFERRED TAX ASSETS 6,641 5,156
(€ 000s) 3111212021
Financial assets at fair value through other comprehensive income 169
Cash flow hedges
Other temporary differences 467
TOTAL DEFERRED TAX LIABILITIES 467 169
Note 8 - OTHER ASSETS AND ACCRUALS
(€ 000s) 3111212021
Other assets
Deposits 238 70
Other assets 323 187
Impairment
Total 561 256
Accruals
Prepaid charges 266 212
Other deferred income 62
Transaction to recieve and settlement accounts 0.3
Other accruals 226 8
Total 492 283
TOTAL OTHER ASSETS AND ACCRUALS 1,053 539
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Note 9 - BREAKDOWN OF FIXED ASSETS

(€ 000s)
Retroactive
restatement Impact in 2022 of
Intangible fixed assets 3201 1o e FRIC 3;: 1;; ?::2(11 the PRCAeOSON  pddiions ~ Transfers  Disposals :r’:::;::: Other 311212022
software used in in Saas mode
Saas mode
Intangible fixed assets
IT development costs 12,663 (1,278) 11,385 (398) 1,342 312 12,641
Other intangible assets 298 298 (135) 163
Intangible assets in progress 221 (157) 65 139 18 (221) =
Intangible fixed assets gross amount 13,182 (1,435) 11,747 (259) 1,360 - - - (44) 12,804
Depreciation and allowances - Intangible fixed assets (10,097) 331 (9,766) 342 (1,003) 4 (10,423)
Intangible fixed assets net carrying amount 3,085 (1,104) 1,980 83 1,360 - - (1,003) (39) 2,381
Tangible fixed assets 3111212021 Additions Transfers Disposals :23:;::: Other
Commercial leases 1,382 (35) 1,347
Property, plant & equipment 292 79 42 412
Tangible fixed assets gross amount 1,674 79 - - - 6 1,759
Depreciation and allowances - Tangible fixed assets (449) (205) (@) (658)
Tangible fixed assets net carrying amount 1,225 79 - - (205) 2 1,101

Application of the IFRIC decision on software used in Saas mode (Software as a service):
AFL retrospectively applied the IFRIC decision on software used in Saas mode as of January 1, 2021, which led to the following restatements:

On the balance sheet: In the income statement:
IFRIC IFRIC
3111212021 rf:r:;imfgt 3111212021 3111212021 ’?:lt::lenmfgt 3111212021
Published LR Retraited Published LR Retraited
software used in software used in
Saas mode Saas mode

Deferred tax assets 5,156 218 5,374 Operating expenses (11,137) (380) (11,517)
Accruals and other assets 539 232 m Amortisation of tangible and intangible assets (971) 219 (753)
Intangible fixed assets 3,085 (1,104) 1,980 Income tax 27 40 13
Other headings of the asset balance sheet 6,990,498 6,990,498 Other headings of the asset income statement 13,865 13,865
TOTAL ASSETS 6,999,277 (654) 6,998,623 NET INCOME 1,730 (121) 1,609

IFRIC
3111212021 rfeslt:;imf:t 3111212021
Published LR Retraited
software used in
Saas mode

Equity 180,352 (654) 179,698
Share capital and reserves 196,800 196,800
Consolidated reserves (19,085) (533) (19,618)

Reevaluation reserve

Gains and losses recognised directly in equity 907 907
Profit (loss) for the period 1,730 (121) 1,609
Other headings of the liabilities balance sheet 6,818,926 6,818,926
TOTAL LIABILITIES 6,999,277 (654) 6,998,623
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Note 10 - DEBT SECURITIES

(€ 0005) 31/12/12022 31/112/2021
Negotiable debt securities 370,794 208,310
Bonds 6,218,288 6,363,421
Other debt securities

TOTAL 6,589,082 6,571,730

NOTE 11 - DUE TO CREDIT INSTITUTIONS

(€ 000s) 31/12/2021
Loans and receivables
- on demand and short notice 0.2 36
-term
Cash collateral paid 102,377 5417
Securities bought under repurchase agreements
TOTAL 102,377 5,453
Note 12 - ACCRUALS AND OTHER LIABILITIES
(€ 000s) 31/12/2021
Other liabilities
Miscellaneous creditors 2,277 2,511
Total 2,277 2,511
Accruals
Transaction to pay and settlement accounts 613
Other accrued expenses 1,667 1,560
Unearned income
Other accruals 32 25
Total 1,699 2,198
TOTAL ACCRUALS AND OTHER LIABILITIES 3,976 4,709

191



Note 13 - PROVISIONS

Balance as of
(€ 000s) 31/12/2021

Depreciation
charges

Reversals
amounts used

Reversals
Balance as of
amounts not  Other movements 31/12/2022
used

Provisions

Financing commitment execution risks 10

(11) 16

Provisions for litigations

Provisions for employee retirement and similar benefits 124

124

Provisions for other liabilities to employees

Other provisions

TOTAL 134

17

(1) . 140

OFF-BALANCE SHEET

(€ 000s)

IIIH:H 31/12/2021

Commitments given

810,248 632,002

Financing commitments

810,248 574,710

For credit institutions

For customers

810,248 574,710

Guarantee commitments

57,292

For credit institutions

For customers

57,292

Commitments on securities

Securities to be delivered to the issuance

Other securities to be delivered

Commitments received

1,960 2,090

Financing commitments

From credit institutions

Guarantee commitments

1,960 2,090

From credit institutions

From customers

1,960 2,090

Commitments on securities

Securities receivable

EXPECTED LOSSES ON COMMITMENTS

Expected losses as of 31st December 2021 10 - - -
Transfers from 12-month to maturity

Transfers from maturity to 12-month

Transfers from expected to incurred losses

Total transfer movement 5 - c -
Movment attributable to financial instruments recognized over the period 6

Charge 17

Utilised

Reversal untilised (11)

Expected losses as of 31st December 2022 16 - - -
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VI - Notes to the Income Statement

Note 14 - INTEREST INCOME AND EXPENSES

(€ 000s) 31/12/2021
Interest and similar income 50,509 34,447
Due from banks 4,502 282
Due from customers 33,007 8,159
Bonds and other fixed income securities 2,101
Financial assets at fair value through other comprehensive income 1,068
Securities at amortized cost 1,033
Debt securities 18,904
Macro-hedge transactions 6,106 2,257
Other interest income 4,793 4,845
Interest and similar expenses (34,907) (21,732)
Due to banks (4,128) (6,213)
Bonds and other fixed income securities (4,118)
Financial assets at fair value through other comprehensive income (3,901)
Securities at amortized cost (218)
Debt securities (18,036)
Macro-hedge transactions (7,931) (6,560)
Other interest expenses (4,812) (4,841)
Interest margin 15,602 12,715
Note 15 - NET FEE AND COMMISSION INCOME
(€ 000s) 31/12/2021
Fee & Commission Income 301 165
Interbank transactions
Customer transactions 100 1
Securities transactions
Forward financial instruments transactions
Currencies transactions
Financing commitments and guarantee 201 164
Other commissions recieved
Fee & Commission Expense (153) (324)
Interbank transactions (16) (15)
Securities transactions
Forward financial instruments transactions (136) (141)
Currencies transactions
Financing commitments and guarantee
Other commissions paid (168)
Net Fee and Commission income 148 (159)
Note 16 - NET RESULT OF FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS
(€ 000s) 31/12/2021
Gains/(losses) on Trading book (18) (0.5)
Net result of hedge accounting 8,986 (2,454)
Net result of foreign exchange transactions (0.02) 1
TOTAL 8,968 (2,454)
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Analysis of net result of hedge accounting

(€ 000s) 31/12/2021

Fair value hedges

Fair value changes in the hedged item attributable to the hedged risk 138,213 10,373
Fair value changes in the hedging derivatives (136,860) (10,508)
Hedging relationship disposal gain 8,617 (1,823)
Cash flow hedges

Fair value changes in the hedging derivatives - ineffective portion

Discontinuation of cash flow hedge accounting

Portfolio hedge

Fair value changes in the hedged item (132,739) (23,758)
Fair value changes in the hedging derivatives 131,755 23,262
Net result of hedge accounting 8,986 (2,454)
Note 17 - NET GAINS (LOSSES) ON FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

(€ 0005) 3111212021

Gains from disposal of fixed income securities 2,124 2,584
Losses from disposal of fixed income securities (9,274) (560)
Gains from disposal of variable income securities

Other income/(expenses) from Financial assets at fair value through other comprehensive income

Impairment (charges) and reversals on Financial assets at fair value through other comprehensive income

Gains or (losses) on Financial assets at fair value through other comprehensive income (7,150) 2,024
Note 18 - NET GAINS AND LOSSES ON DERECOGNITION OF FINANCIAL ASSETS AT AMORTISED COST

Gains on derecognition of fixed income securities at amotised cost 8
Losses on derecognition of fixed income securities at amotised cost

Gains on loans sold 1,825
Losses on loans sold

Total Net gains and losses on derecognition of financial assets at amortised cost 1,834
Note 19 - GENERAL OPERATING EXPENSES

(€ 000s) 31/12/2021
Employee expenses

Wages and salaries 4,088 3,843
Post-employment benefit expenses 377 379
Other expenses 1,658 1,684
Total Employee expenses 6,124 5,906
Operating expenses

Taxes and duties 1,169 705
External services 5,373 4,677
Total Administrative expenses 6,542 5,381
Charge-backs and reclassification of administrative expenses (153) (150)
Total General operating expenses 12,513 11,137
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Note 20 - COST OF RISK

(€ 000s)

31/12/2022

Net charge to provisions

311212021

(398)

(92)

for financial assets at fair value through other comprehensive income

(79)

(79)

for financial assets at amortized cost

(323)

(13

Net charge to provisions

(6)

for financing commitments

(6)

(3)

for guarantee commitments

Irrecoverable loans written off not covered by provisions

Recoveries of bad debts written off

Total Cost of risk

(404)

(95)

Note 21 - NET GAINS AND LOSSES ON OTHER ASSETS

(€ 000s)

Gains on sales of Investment securities

31/12/2022

3111212021

Gains on sales of tangible or intangible assets

Reversal of impairment

Total Gains on other assets

Losses on sales of Investment securities

Losses on sales of tangible or intangible assets

(0.01)

Charge of impairment

Total Losses on other assets

(0.01)

Note 22 - INCOME TAX

(€ 000s)

Expense and income of current tax

31/12/2022

3111212021

Expense and income of differed tax

(1,029)

12

Ajustement on previous period

Total Income tax

(1,029)

13

Note 23 - EXTERNAL AUDITOR FEES

Caillau Dedouit et Associés

KPMG Audit

2022
(€000s)

2021
(€ 000s)

2022
(€ 000s)

2021
(€ 000s)

Audit

Fees related to statutory audit, certification, examination of:

AFL-Société Opérationelle

73

69

72

69

Sub-total

73

69

72

69

Other fees and benefits (*) :

AFL-Société Opérationelle

36

36

42

48

Sub-total

36

36

42

48

TOTAL

110

105

114

17

(*) Other fees and benefits are related to issue prospectus audit, capital increases, reliance letter and allocation review of funds raised as part of the sustainability bond issue.
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Note 24 - RELATED PARTIES
There are, on 31 December 2022, an agreement of administrative services and a licensing for the use of a mark, as well as a professional lease, which were concluded which have been

concluded between Agence France Locale - Société térritoriale at normal market conditions.

Remuneration for Board of AFL and the CEO of the Territorial Company :

Members of AFL Board benefited from a payment in actions in conformance with the exercise 2022 and a compensation was settled because of termination of contract of employment. No
other long-term advantage was granted to them.

Their Director's remunerations on the exercise 2022 were the following ones :

31/12/2022
(€ 000s)
Fixed remuneration 716
Variable remuneration 147
Payments in kind 17
880

Total

In addition, members of the AFL Supervisory Board received €172K attendance fees.
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VII - Notes to Risk exposure

A - Fair value of financial instruments

For financial reporting purposes, the new standard IFRS 13 requires fair value measurements applied to financial instruments to be allocated to one of three Levels, reflecting the extent to

which the valuation is based on observable data.

level 1: Instruments valued using quoted prices (non-adjusted) in active markets for identical assets or liabilities. These specifically include bonds and negotiable debt securities listed on

markets;

level 2: Instruments valued using inputs other than quoted prices included in Level 1 that are observable for the asset or liability concerned, either directly (i.e. prices) or indirectly (i.e.

derived from prices);

Level 3: Fair value instruments which are measured at least in part on the basis of non-observable market in the valuation.

Fair value of instruments carried at fair value:

31/12/2022
Measured using
Total
(€ '000s) Level 1 Level 2 Level 3
Financial assets
Financial assets at fair value through profit or loss 28,591 - 28,591
Hedging derivative instruments 912,259 - 912,259
Government paper and similar securities 604,899 604,899 -
Bonds 102,407 77,427 - 24,980
Other fixed income securities = - -
Total Financial assets at fair value through other comprehensive income 707,306 682,325 - 24,980
Total Financial assets 1,648,156 682,325 940,850 24,980
Financial liabilities
Financial liabilities at fair value through profit or loss 28,562 - 28,562
Hedging derivative instruments 973,829 - 973,829
Total Financial liabilities 1,002,392 - 1,002,392
Fair values of instruments carried at amortised cost:
31/12/2022
Measured using
Net Carrying value Fair value

(€ 000s) Level 1 Level 2 Level 3
Financial assets
Cash, central banks and issuing institutions 1,134,411 1,134,411 - - 1,134,411
Government paper and similar securities 249,688 246,598 179,423 - 67,174
Bonds 7,203 6,951 6,951 -
Other fixed income securities = - -
Total Securities at amortized cost 256,891 253,549 186,374 - 67,174
Loans and receivables due from credit institutions 270,754 270,754 - - 270,754
Loans and advances to customers (*) 4,564,377 4,564,377 - - 4,564,377
Total Financial assets 6,226,434 6,223,091 186,374 - 6,036,717
Financial liabilities
Debt securities 6,589,082 6,570,533 5,416,249 782,632 371,652
Total Financial liabilities 6,589,082 6,570,533 5,416,249 782,632 371,652

(*) The fair value of loans and receivables to customers includes the outstanding capital and the revaluation in interest rates of the loans hedged on the closing date.
For Loans and receivables due from credit institutions, which are deposits, the fair value used was the nominal value.
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B - Credit risk exposure

The tables below disclose the maximum exposure to credit risk at 31 december 2022 for financial assets with exposure to credit risk, without taking account of collateral held or other credit

risk mitigation.

Performing assets Pasti r:ue.bu(: not In:lpairment Total
(€ '000s) paire allowance 3111212022
Cash, central banks 1,134,477 (65) 1,134,411
Financial assets at fair value through profit or loss 28,591 28,591
Hedging derivative instruments 912,259 912,259
Financial assets at fair value through other comprehensive income 707,306 707,306
Securities at amortized cost 257,147 (256) 256,891
Loans and receivables due from credit institutions 270,787 (32) 270,754
Loans and advances to customers 4,686,442 4,350 (377) 4,690,415
Revaluation adjustment on interest rate hedged portfolios
Current tax assets
Other assets 561 561
Sub-total Assets 7,998,069 3,850 (730) 8,001,188
Financing commitments given 810,248 810,248
TOTAL Credit risk exposure 8,808,316 3,850 (730) 8,811,436

Exposure analysis by counterparty

Exposure analysis by geographic area

Total Total
(€ 000s) 31/12/2022 (€ 000s) 31/12/2022
Central banks 1,134,411 France 8,006,533
Local public sector 6,091,209 Supranational 224,596
Credit institutions guaranteed by the EEA States 175,497 Canada 153,160
Credit institutions 1,370,059 Japan 93,438
Other financial corporations guaranteed by the EEA States South Korea 66,756
Other financial corporations 40,186 Finland 45,671
Non-financial corporations guaranteed by the EEA States New Zealand 44,737
Non-financial corporations 74 Switzerland 40,600
Total Exposure by counterparty 8,811,436 Belgium 34,069
Iceland 22,950
Agence France Locale's very cautious investment policy prefers securities issued by States Spain 20,106
and (.:elntre?l gF)vernments, or onles that are guaranteed by such counterparties. . Netherlands 13.169
Credit institutions exposures primarily result from cash management and interest rates hedging ’
transactions. Sweden 12,900
Poland 12,206
Denmark 11,124
Germany 9,420
Total Exposure by geographic area 8,811,436

As credits are solely granted to French local authorities, the largest exposure is to

France.

Exposures to other countries (EEA, North America, Asia and Oceania) result from
Agence France Locale’s cash management policy and its investment in sovereign or

equivalent securities.
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C - Liquidity risk : Assets and liabilities, analysed by remaining contractual maturity

Related

Lessthan3 3 monthto 1yearto5 more than5 Total receivables Revaluation Total
month 1 year years years and

(€ 000s) payables 3111212022
Cash, central banks 1,134,411 1,134,411 1,134,411
Financial assets at fair value through profit or loss 113 1,054 17,852 9,740 28,759 (168) 28,591
Hedging derivative instruments 10,510 2,589 68,040 835,179 916,318 (4,059) 912,259
Financial assets at fair value through other comprehensive income
Government paper and similar securities 114,445 11,057 302,086 236,308 664,396 2,533 (62,030) 604,899
Bonds 79,948 31,592 111,540 756 (9,888) 102,407
Total Financial assets at fair value through other comprehensive incom 114,445 11,057 382,034 268,400 775,935 3,289 (71,918) 707,306
Securities at amortized cost
Government paper and similar securities 7,994 10,000 121,626 135,819 275,439 748 (26,499) 249,688
Bonds 7,118 7,118 101 (15) 7,203
Total Securities at amortized cost 7,994 10,000 121,626 142,937 282,557 849 (26,515) 256,891
Loans and receivables due from credit institutions 190,371 80,000 270,371 383 270,754
Loans and advances to customers 229,504 360,281 1,466,992 3,265,140 5,321,916 8,847  (640,348) 4,690,415
Revaluation adjustment on interest rate hedged portfolios
Current tax assets
Other assets 561 561 561
TOTAL ASSETS 8,001,188
Central banks
Financial assets at fair value through profit or loss 113 1,054 17,868 9,740 28,776 (214) 28,562
Hedging derivative instruments 13,875 137 236,484 738,220 988,716 (14,887) 973,829
Debt securities 1,214,014 2,293,955 3,919,811 7,427,780 20,989  (859,687) 6,589,082
Due to credit institutions 102,377 102,377 102,377
Revaluation adjustment on interest rate hedged portfolios 126,038 126,038
Other liabilities 2,277 2,277 2,277
TOTAL LIABILITIES 7,822,165

Agence France Locale oversees the transformation of its balance sheet into liquidity by monitoring several indicators, including the difference in average maturity between assets and liabilities
which is limited to 12 months, temporarily increased to 18 months, and limits in gaps.
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D - Interest rate risk: sensitivity to interest rate changes

Exposure to interest rate risk relates to that of the Operational subsidiary, Agence France Locale.

Interest rate risk includes the risk that AFL will suffer losses due to unfavourable changes in interest rates due to all of its balance sheet and off-balance sheet transactions, in particular in
the event of a mismatch between the interest rates generated by its assets and those arising from its liabilities. Interest rate risk includes the risk of refinancing an asset at a higher interest
rate than the original interest rate, or the risk of replacing an asset at a lower rate than the original one. In both cases, in the event of a change in interest rates, there may be a negative
impact on the net margin of interest that reduces AFL’s income.

In order to maintain its financial base for the development of its lending activities, AFL has also set up a hedging policy for interest rate risks in order to limit the exposure of its balance
sheet and the volatility of its revenues to unwanted market movements.

AFL's interest rate hedging policy consists of:
- a systematic micro-hedging of fixed-rate debt to be converted into floating-rate debt mainly indexed to the three-month Euribor reference using interest rate swaps;

- micro-hedging of loans contracted at a fixed or floating Euribor six-month or twelve-month rate to convert them into floating-rate loans indexed to the Euribor three-month reference,
except for fixed-rate loans corresponding to a limited portion of the balance sheet at least equal to the re-use of prudential capital. The resulting exposure to interest rate risk is influenced

by the sensitivity to AFL'’s net present value rate, which measures the impact of a predefined rate shock on the variation in discounted cash flows of all assets and liabilities on the AFL
balance sheet; and

- a macro-hedging of fixed-rate loans that are small or whose depreciation profile is not linear.

The hedging strategy for interest rate risk translated into a notional outstanding amount of swaps of €14.1 billion at December 31, 2022.
Throughout 2022, the sensitivity of AFL'’s net present value to a change of plus or minus 200 basis points remained below 15% of equity.

The table below shows interest rate risk in the banking book (IRRBB) excluding the trading book through changes in the economic value of equity and net interest income.

Template EU IRRBB1 - Interest rate risks of non-trading book activities

a b @

Supervisory shock scenarios Changes of the economic w

Current period

1 Parallel up 0.07% 3.85% 3.72% 4.78%
2 Parallel down 0.86% -3.76%
3 Steepener -4.20% -3.95%
4 Flattener 4.30% 4.62%
5 Short rates up 3.99% 5.50%
6 Short rates down -4.11% -5.67%

Currency risk covers the risk for the AFL Group through AFL of generating losses on capital borrowed or loaned in currencies other than the euro. AFL's policy aims to systematically hedge
this risk by setting up currency micro-hedging swaps, also called cross currency swaps. Thus, assets and liabilities denominated in currencies other than the euro are systematically
swapped into euros as soon as they are entered on the balance sheet and until their final maturity.
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Agence France Locaie SA

Statutory Auditor’s report on the “financial
statements”

Year ended 31st December 2022
Agence France Locale S.A. 112

rue Garibaldi - 69006 Lyon

This report contains 33 pages
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This is a free translation into English of a report issued in French and is provided solely for the convenience
of English-speaking readers. This report should be read in conjunction with, and is construed in accordance
with, professional auditing standards applicable in France.

Agence France Locale S.A.

Registered office: 112 rue Garibaldi - 69006 Lyon
Share capital : €.210 600 000

Statutory Auditor’s report on the “financial statements”

For the year ended 31st December 2022

Ladies and Gentlemen,

In our capacity as Statutory Auditors of Agence France Locale S.A. and in compliance with your
request within the framework of financial information communication to investors, we have audited
the accompanying “financial statements”, of Agence France Locale S.A. for the year ended 31
December 2022, presented in compliance with the IFRS (International Financial Reporting
Standards) published by and as approved by the European Union and in force on that date.

Management Board is responsible for the preparation and fair presentation of these “financial
statements”. Our responsibility is to express an opinion on these “financial statements” based on
our audit.

We conducted our audit in accordance with professional standards applicable in France and the
professional doctrine of the French national auditing body (Compagnie nationale des
commissaires aux comptes) related to this engagement; these standards require that we plan and
perform the audit to obtain reasonable assurance whether the “financial statements” are free from
material misstatement. An audit involves performing procedures, on a test basis or by other
means of selection, to obtain audit evidence about the amounts and disclosures in the “financial
statements”. An audit also includes assessing the accounting policies used and significant
estimates made by management, as well as evaluating the overall presentation of the “financial
statements”. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

In our opinion, the “financial statements” present fairly, in all material respects, the financial
position and assets and liabilities of Agence France Locale S.A. as of 31 December 2022, and of
the results of its operations for the year then ended in accordance with the International Financial
Reporting Standards as adopted in the European Union.

Without qualifying our opinion, we draw your attention to the matter set out in Note 9 to the
financial statements regarding the change in accounting method following the application of the
IFRIC decision on software as a service (SaaS).

This report is addressed to your attention in the context described above and is not to be used,
circulated, quoted or otherwise referred to for any other purposes.
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This report shall be governed by, and construed in accordance with French law. The Courts of
France shall have exclusive jurisdiction in relation to any claim, dispute or difference concerning
the engagement letter or this report, and any matter arising from them. Each party irrevocably
waives any right it may have to object to an action being brought in any of those Courts, to claim
that the action has been brought in an inconvenient forum or to claim that those Courts do not
have jurisdiction.

The statutory auditors

Paris La Défense, March 27th, 2023 Paris, March 27th, 2023

French original signed by

Xavier De Coninck Sandrine Le Mao
Partner Partner
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CONSOLIDATED PILLAR 3 REPORT - AGENCE FRANCE LOCALE GROUP

. General provisions

The information contained in this document concerns Agence France Locale - Société Territoriale (LEI:
9695002K2HDLD20JU790) at the consolidated level as of December 31, 2022. Also when AFL-ST is mentioned
in the rest of the report, the AFL Group should be understood as a consolidated one.

The scope of consolidation consists of Agence France Locale (LEI: 969500NMI4UP00I08G47), which is
99.9999% owned. The data are presented in euros and under IFRS.

The information presented complies with Commission Implementing Regulation (EU) 2021/637 of March 15, 2021
defining implementing technical standards for the publication, by institutions, of the information referred to in
Titles Il and 1l of the eighth part of Regulation (EU) No. 575/2013 of the European Parliament and of the Council,
known as “Pillar 3".

In accordance with Article 19 (4) of the aforementioned regulation, the numerical values are presented as follows:

¢ Quantitative monetary data is published with a precision corresponding to the units;
¢ Quantitative data published in “Percentage” is expressed with a minimum precision of four decimal places.
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.  Specialprovisions

l.  Publication of key indicators and an overview of risk-weighted

exposure amounts
Template EU OV1 - Overview of total risk exposure amounts

Data as of 31/12/2022 (T) and 31/12/2021 (T-1)

Total risk exposure amounts

(TREA)

b

Total own funds

requirements

a

T T=-1 T
Credit risk (excluding CCR) 1 1€5 283 S50 1 112 331 476 93 222 €87
0f which the standardised approach 1 141 521 1€€ 1 050 991 479 51 353 653
0f which the Foundation IRE (F-IRB) approach - - -
of which slotting approach - - -
0f which eguities under the simple riskweighted approach - - -
of which the Advanced IRB (A-IRB) approach = = =
Counterparty credit risk - CCR 23 164 532 22 283 525 1 853 163
0f which the standardised approach 6 755 325 5 880 747 540 746
0f which internal model method (IMM) - - -
EU Ba of which exposures to a CCP & 301 547 7 72% €25 €64 124
EU 8b of which credit valuation adjustment - CVA 14 BEZ 984 14 553 900 1 1895 039
9 Of which other CCR 6 759 329 S 880 747 |- 540 746
10 Not applicable
11 Not applicable
Not applicable
Not applicable
Not applicable

Settlement risk

Securitisation exposures in the non-trading kook (after the
cap)

of

which SEC-IRBA approach

18 of

which SEC-ERBA (including IARA)

19 of

which SEC-SA approach

EU 19a of

which 1250% / deduction

20 Position,

foreign exchange and commodities risks (Market risk)

€ 08€ 886

21 of

which the standardised approach

& 0B& 886

22 of

which IMA

Large sxposures

Cperational risk

27 450 129

24 303 051

2 1%6 010

Of which basic indicator approach

27 450 129

24 303 051

2 1%6 010

0f which standardised approach

0f which advanced measursmsnt approach

Amounts below the thresholds for deduction (subject
to 250% risk weight)

Not

applicable

Not

applicable

Not

applicable

Not

applicable

Total

1 215 898 250

1 165 004 937

97 271 860
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Template EU KM1 - Template for key indicators

nds (a

a b o d e
S S S S S S S

mon Equity Tier 1 (CET1) capital 185 726 404 183 851 641 8 492 761 179 553 457
r 1 capital 185 726 404 183 851 €41 175 553 457
185 726 404 183 851 €41 78 452 761 179% 553 457
1 152 535 827 1 134 143 54 1 143 664 540
15,57% 5,45% 1€,21% 15,73%
15,574 15,45% 16,21% 15,73%
al capital ratic (%) 15,57% 15,45% 16,21% 15,73%
Additional own funds requirements to address risks other than the risk of excessive leverage (as a percentage of risk-weighted exposure amount)
Additional own funds requirements to address risks other
z . s 1,25% 25% 25% 1,25% 1,25%
than the risk of excessive leverage (%)
£ which: to t £ CET1 it { n
o hich be made up of CETL capital (percentage e ok 596k L o
points)
o of which: to be made up of Tier 1 capital (percentage A e P o A s
points)
al 3REF own fu requirements (%) 9,25% 9,25% S, 9,25% 9,25%
rall capital requirement (as a percentage of risk-weighte re amount)
2,50% 2,50% 2, 50% 2,50% 0%
ro-prudential or systemic
£ a Member State (%)
Institution specific countercyclical capital buffer (%) e = = =
Systemic risk buffer (%) = = =
Global Systemically Important Instituticn buffer (%) - - =
Othezr Systemically Important Institution buffer (%) - - =
mbined buffer requirement (%) 2,508 2,50% 2,50% 2,50% 2,508
11 capital requirements (%) 10,50% 10,50% S0% Q, 50 10,50%
1 available after mesting the total SREP own funds y L o
. 45 603 444 43 540 &4 S0 625 775 47 441 S 45 572 827
rements (%)
age ratio
Total exposure measure 2 37% 204 052 2 128 685 274 2 310 552 842 2 358 450 245 2 471 354 246
7,81% 7, 96% 7, 44% 7,28%
to address the risk of excessive leverage (as a percentage of total exposure measure)
o address the risk of
p of CET1 capital (percentage
points)
al SREP leverage rati quirements (%) 3,00% 3, 00% 3,00% 3,00% 3, 00%
all leverage ratic requirement (as a percentage of total exposure measure)
) - - -
(%) 3,00% 3, 00% 3, 00% 3,00% 3,00%
assets (HQLA) (Weighted value - e = o
i 1 872 704 318 1 624 €36 843 09 455 723 1 948 €65 180
Cash ocutflows = Total weighted value 421 307 801 147 %28 138 240 753 491
inflows - Total weighted value 60 47 540 754 3 3 251
al net cash cutflows (adjusted valus)} 00 387 384 209 750
coverage ratio (%) B02, 48% 925, 04%

S 547 371 740 5 814 132 888,3100 € 248 125 € 167 %41 036,€700 S 783 755 492,4200
3 863 318 344 3 564 548 745, 3 312 352 342 3 162 558 663,8500 3 223 231 €85,3%00
143, 55% 163,11% 188, 63% 155, 03% 175, 44%

EU OVC table - ICAAP information

Legal basis

Article 438, point
a), of the CRR

Row
number

(a)

Equity capital adequacy assessment method:

AFL has adopted the “augmented Pillar 1” method, which uses the Pillar 1 assessment
for risks covered by Pillar 1. Other risks are assessed by applying stress scenarios.

Article 438, point
c), of the CRR

(b)

AFL did not receive a request for the publication of the results of the institution’s
internal equity capital adequacy assessment process.

Lastly, Agence France Locale - Société Territoriale, which does not hold funds in insurance or reinsurance
companies or insurance holding companies, and does not publish the “EU INS1” and “EU INS2” tables.

V.

Table EU OVA - Institutional approach to risk management
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Legal basis Row number

Publication of a short risk statement approved by the management body:

In March 2022, the Management Board, the AFL Supervisory Board and the AFL-
ST Board of Directors approved the following paragraph.

In line with the risk appetite validated by the AFL-ST Board of Directors and the
AFL Supervisory Board, the AFL Group deploys a model with a conservative risk
profile.

At 12/31/2021, AFL’s financial risk situation was good:

o Credit exposures are mainly related to loans granted to AFL member local
authorities. The average rating of the loan portfolio was 3.81 below 4.5 (risk
appetite threshold). In 2021, the loading of the 2020 management accounts
confirmed a deterioration reflecting the impact of the Covid-19 pandemic on the
accounts of local authorities. The deterioration is significant for the largest
authorities. Except in special cases, it is sustainable.

e Credit exposures also come from exposures to sovereign agencies and,
marginally, to banks linked to the liquidity reserve and interest rate hedging on
the statement of financial position. The risk associated with these exposures is
low.

paragraph 1, point
b), of the CRR.

Aticle 435, o Liquidity risk is tightly controlled. At 12/31/2021, the size of the liquidity reserve
Pa;)a%;at':";gé’;'"‘ (a) amounted to €2.3 billion and enabled it to cope with more than 12 months of
' ' activity without calls to the market. More than €1 billion is invested in an account
opened at the Banque de France. In accordance with the Group’s risk appetite,
the transformation - measured by the difference between the average life to
maturity of assets and liabilities - is less than one year (it amounts to 0.68).
Consolidated regulatory indicators are within their limit with an LCR of 929%
(liquidity at 30 days) and an NSFR of 179% (stable funding).
o Interms of interest rate risk, the sensitivity of the AFL Group’s net present value
amounts to +2.0% under the assumption of a parallel translation of more than
100 basis points and +4.0% under the assumption of a shift of more than 200
basis points in the yield curve. It is lower than the regulatory limit of 15%.
As of 12/31/2021, AFL’s situation in terms of non-financial risks is good.
e AFL has set up a global system designed to limit operational risks.
e In 2021, no significant incident (i.e. impact of more than €500 thousand) was
noted.
The TC1 ratio was 15.73%. Prudential capital increased sharply over the year
(+20.6%), with more than €29.7 million in ICCs released.
Risk appetite is detailed in section 4.1.a of the annual report and risk exposure in
section 4.1.b.
Article 435,

Information on the risk governance structure for each type of risk:
See section 4.1.d of the annual report

Statement approved by the management body on the adequacy of the risk
management systems:

par:g':f;ﬁﬁ;im () On 27 March 2022, the Management Board, the AFL Supervisory Board and the
e), of the CRR. AFL-ST Board of Directors certified the adequacy of the AFL Group’s risk
management system and ensured that the risk management systems put in place
since AFL’s creation are appropriate in view of the Group’s risk profile and strategy.
Publication of the scope and nature of risk reporting and/or assessment systems:
paragrah 1. woi (@) | The Global Risk Commitiee oversees all AFL risks, in terms of volume and in kind.
c), of the CRR. It monitors and manages the institution’s risk measurement, monitoring and

management systems.
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Legal basis Row number

It periodically analyzes and measures the risks incurred by AFL and assesses the
level of control by AFL, in a cross-functional and prospective manner. It defines the
scope of its monitoring and the frequency of monitoring of each of the risks it has
identified.

It has the measurement and control systems adapted to changes in risks, through
action plans, the implementation of which it monitors. It ensures the existence of an
appropriate system of limits and updates them, ensures compliance with existing
limits and their periodic review.

Risks are monitored using internal and regulatory indicators published at a
frequency appropriate to the nature of the risk; these indicators are produced by
the Commitments and Risk Department or by operational staff and controlled by
the CRD. Non-financial risk indicators are mainly based on expert opinions by
operational staff and the Commitments and Risk Department.

The measurement of credit risk on local authorities is based on a rating model
implemented by AFL since its creation. Each local authority is assessed by the AFL
Commitments Division, which relies on the rating model. The rating? corresponds
to an assessment of the financial health of the local authority and is a key element
in the credit policy.

This is based on a quantitative rating based, on the one hand, on financial
indicators and, on the other hand, on socio-economic indicators. In addition, a
qualitative analysis may be carried out depending on the risk profile or the amount
granted. Moreover, the Commitments Division may have to propose to the Credit
Committee an override of the system rating by downgrading or improving it.
Overriding takes place exceptionally.

The financial and socio-economic rating grids in place are common to all local
authorities - with the exception of trade unions for which the socio-economic rating
is not applied, making it possible to have homogeneous rating criteria, regardless
of the type of community. The system rating (quantitative rating including socio-
economic elements) is automatically generated by a rating tool on the basis of
financial data (provisional data at mid-year n+1 and final data in January n+2) and
socio-economic data (data available in September).

In addition, AFL reserves the right to update the rating at its discretion, in
accordance with the principles of monitoring and prudence.

The rating model is an expert opinion model. It is undergoing maintenance work.
Work to ensure the robustness and stability of the rating model is carried out at
regular intervals.

Liquidity and interest rate risks are monitored in ALCo on a monthly basis using
indicators detailed below.

Main identification and measurement tools non-financial risks are risk mapping and
the incident reporting system.

The objective of the risk mapping process is to consistently identify and assess the
main risk areas for the entire AFL Group. To this end, it focuses on the main risks,
with as criterion the importance of the potential impact and the frequency of
occurrence. The exercise thus makes it possible to prioritize risks on an objective
basis and to ensure coherence of evaluation between the various departments and
functions involved. It is reviewed on a biannual basis.

28 The score assigned to the local authorities follows a grid ranging from 1 (best score) to
7.
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Legal basis Row number

The incident collection system makes it possible to measure the impact and
frequency of occurrence of the risks identified. The system provides for the
systematic reporting of incidents within the AFL Group beyond predefined
thresholds.

Information on the main characteristics of the information and risk assessment
systems:

The AFL information system is mainly based on a
software architecture “Software As A Service”
implemented in the cloud, managed by a set of service
commitments signed with the various suppliers. The
information system is based on two main business
applications (Credit / Accounting and Market) whose
data is poured into a single information center hosted in
the cloud in “Infrastructure As A Service” mode at MS-
Azure.

par:g’:f;ﬁ‘ff);im © Financial data and socio-economic data from local
c), of the CRR. authorities are downloaded from open data and
uploaded to the information center. A portal open to
members and prospects makes it possible to manage
loans, perform loan simulations and obtain information

on AFL membership conditions.

The main risk indicators are calculated using data from
the information center.

Certain liquidity and interest rate risk indicators are
calculated using the Market Information System.

Regulatory production is centralized in a repository, the
data of which are produced by the information center.

Risk management strategies and processes implemented for each distinct risk

Article 435, category:
paragraph 1, point (f) . . N .
a), of the CRR. The AFL Group’s risk management system is detailed in section 5.3 of the annual

report.

Information on risk management, hedging and mitigation strategies and processes,
as well as the monitoring of the effectiveness of hedges and mitigation techniques:

Article 435, AFL manages its activities over time so as not to exceed its risk mandate. In the
paragraph 1, points . .
a) and d), of the (9) event of overruns, for example due to external developments, corrective actions
CRR. are initiated to comply with the mandate. These actions may be the disposal of
positions or the implementation of hedges. Relevant information is provided to

stakeholders.
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Table EU OVB - Disclosure of information on governance arrangements

Row

Legal basis P

Avrticle 435,
paragraph 2, point
a), of the CRR.

Number of positions held by members of the management body:

e For AFL, information relating to this Committee is detailed in the AFL
Supervisory Board report on corporate governance.

e  For AFL-ST, this information is detailed in the AFL-ST Board of Directors’
report on corporate governance.

Information concerning the recruitment policy for the selection of members of the
management body as well as their knowledge, skills and expertise:

paragraph 2, point
d), of the CRR.

par:“rf;;“z%pvoim (0) e For AFL, information relating to this Committee is detailed in the AFL
b),%f the CRR. Supervisory Board report on corporate governance.
e For AFL-ST, this information is detailed in the AFL-ST Board of Directors’
report on corporate governance.
Information on the diversity policy applicable to the selection of members of the
management body :
e ’?;‘Lcr:ez“ii’im o (© e For AFL, information relating to this Committee is detailed in the AFL
%fthe CRR. Supervisory Board report on corporate governance.
e For AFL-ST, this information is detailed in the AFL-ST Board of Directors’
report on corporate governance.
Information on whether or not the institution has set up a separate Risk Committee,
and the frequency of its meetings:
AFL and AFL-ST have each set up an Audit and Risk Committee.
Article 435,

e For AFL, information relating to this Committee is detailed in the AFL
Supervisory Board report on corporate governance.

e  For AFL-ST, information relating to this Committee is detailed in the AFL-ST
Board of Directors’ report on corporate governance.

Avrticle 435,
paragraph 2, point
e), of the CRR.

Description of the flow of information on risks to the management body:

e The Global Risk Committee aims to provide the Management Board with an
aggregated and forward-looking view of all the risks incurred by the AFL
Group.

o The Committee meets at least quarterly, and covers all risks borne by the
two legal entities; AFL and AFL-ST.

e Anannual update on the AFL Group’s risk situation is made by the
Management Board to the AFL Supervisory Board and its Audit and Risk
Committee.

e Anannual update on the AFL Group’s risk situation is provided to the AFL-
ST Board of Directors and its Audit and Risk Committee.

e This information is detailed in the AFL corporate governance report for the
AFL Audit and Risk Committee and in the AFL-ST corporate governance
report for AFL-ST's Audit and Risk Committee.
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V.  Publication of scope

Template EU LI1 - Differences between the accounting scope of consolidation and the prudential
consolidation scope and mapping of financial statement categories to regulatory risk categories

a d - £

1 by asset clases acc

ntral banks 1 134 411 385

Financial assets at fair value
loss

Hedging derivative instruments 912 259 433 912 259 433

Financial assets at fair value through cther

= = = 707 305 727 707 30% 727
comprehensive income
Securities at amortized cost 261 163 83% 261 163 835
Loans and receivables due from credit
274 581 585 274 381 983

institutions and similar items at amortized cost

Loans and receivables due from customers at

Revaluation adiustment on intersst rate risk—

hedged portfolios

Current tax assets 1 534 1 534

Deferred tax assets 7 2 342 532 4 815 555
Azcruals and other assets 554 27
ble assets 2 381 086

W n

ant and equipment
Goodwill

Total assets 940 850
shed

7 196 681
1 by liability classes

Central banks -, "

Financial liabilities at fair value through

3 28 %62 250 28 562 290
fit or loss

g derivative instruments 973 829 276

Debt securities

Deferred

Accruals and other liabilities

Equity, Group share

Share capital and reserves

Consclidated raserves = = 18 025 75%

Resvaluation reserve -

Gains and losses recognised directly in equity |- S 015 478 - 5 015 478
Frofit (loss) for the periocd 2 775 351 2 775 351
Mon-controlling interests 100

Total liabilities B 021 839 379 105 978 078 | 1 002 391 566 - - - 20 269 886

Model EU LI2 - Main sources of differences between the regulatory exposure amounts and the carrying
amounts of the financial statements

(Assets carrying valus amcunt under the scope of prudential consolidation (as per template |
L11)

Liabilities carrying value amount under the scope of prudential consclidation (as per
template LI1)

Total net amount under the scope of prudential consclidaticn [

0ff-balance-shest amcunts

€4 541 076 |- €4 54 76 -
|- 2 373 407 |- 158 2€1 49% = 155 888 092
7 649 206 284 7 554 859 550 - 94 346 T3 -

of the sntity

Agence France Locale -

Sacibrh tariitariate |0 ot Sousalidacion % Financial holding company

Agence France Locals Full consolidation 4 Credit inatitution
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Table EU LIA - Explanation of differences between accounting and regulatory exposure amounts

Legal basis Row number
Artcle 436, point b), of @) Differences between columns a) and b) in the EU LI1 model:
the CRR. There are no differences between columns a) and b) in the EU LI1 model.
Qualitative information on the main sources of differences between the
accounting scope of consolidation and the regulatory scope of consolidation
Article :‘hfgg)g“d)’ of (b) |Ppresentedin the EU LI2 model:
There are no differences between the accounting scope of consolidation and the
regulatory scope of consolidation presented in the EU LI2 model.

Table EU LIB - Other qualitative information on the scope

Legal basis Row number
Obstacle to the rapid transfer of equity capital or the rapid redemption of
commitments within the Group:

Artcle 136, pont),of (@) | There are no significant legal or factual impediments to the rapid transfer of
equity capital or the rapid redemption of liabilities by its parent company, present
or anticipated.

Subsidiaries not included in the scope of consolidation whose effective equity

Article 436, point g), of capital is lower than the regulatory equity capital:

the CRR (b)

There are no subsidiaries not included in the scope of consolidation whose
effective equity capital is lower than the regulatory equity capital.

Article 436, point h), of
the CRR

Use of the exemption referred to in Article 7 of the CRR or the individual
consolidation method provided for in Article 9 of the CRR:

Agence France Locale has been authorized by the ACPR to use the exemption
referred to in Article 7 of the CRR.

Article 436, point g), of
the CRR

(d)

Total amount of any negative difference between the regulatory equity capital and
the effective equity capital of all subsidiaries not included in the consolidation:

There are no subsidiaries not included in the consolidation.

Mode EU PV1 - Value adjustments for prudent valuation purposes (PVA)

Market price
uncertainty

2 Not applicable

ERl Close-cut cost

Concentrated positions

El Early termination

Sl Model risk

Ul o eraticnal risk

Not applicable

Not applicable

Future administrative
costs

Not applicable

Total Additional
Fll Valuation Adjustments
(AVAs)
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VI.  Disclosure of equity capitalinformation

AFL-ST only holds Common Equity Tier 1 (CET1) equity capital.

As of December 31, 2022, AFL-ST did not include the profit(loss) for the period in the calculation of its prudential
capital.
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Template EU CC1 - Composition of regulatory equity capital

Amounts

Common Equity Tier 1 (CET1) capital: instruments and reserves
Capital instruments and the related share premium
accounts

217 658 200 a

of which: Instrument type 1 217 €58 200

of which: Instrumsnt type 2

of which: Instrument type 3

Retained earnings - 18 01% 772 b

Accumulated other comprehsnsive income (and other
ressrves)

Punds for general banking risk -

Amocunt of qualifying items zeferred to in Article 484
{3} CRR and the related share premium accounts subject -
to phase cut from CET1

Minority interests (amount allowed in consclidated CET1) -

Independently reviewsd interim profits net of any
foreseeable charge or dividend

Common Equity Tier 1 (CET1) capital before regulatory
adjustments

194 612 923

Common Equity Tier 1 (CET1) capital: regulatory adjustments
Additicnal value adjustments (negative amount) - 707 306

Intangible asssts (net of related tax liabiliey)

s 2 381 086 d
inegative amount}

Not applicable

Deferred tax assets that rely on future profitability
excluding those arising from temporary differences (net| & 815 595 o1
of related tax liability where the conditions in Article

38 (3) CRR are met) (negative amount)

Fair value reserves related to gains or losses on cash
£low hedges of financial instruments that are not valued -

at fair value

Negative amounts resulting from the calculation of

expected loss amsunts

Any increases in equity that results from securitised

(negative amount)

Gains or losses on liabilities wvalued at fair wvalue
resulting from changes in own credit standing

Defined=-bensfit pensicn fund assets (negative amount) -

Direct, indirect and asynthetic  Tholdings by an
institution of own CETl instruments (negative amount)

Direct, indirect and synthetic holdings of the CET 1
instzuments of financial sector entities where those

entities have reciprocal czess holdings with the -
institution designed to inflate artificially the own

funds of the institution (negative amount)

Direct, indirect and =ynthetic holdings by the
institution of the CET1 instruments of financial sector
entities where the institution does not have a
=ignificant investment in those entitiss (amount above
10% threshold and net of eligible short positions)
(negative amount}

Direct, indirect and synthetic holdings by the
institution of the CET1 instruments of financial sector
entities where the instituticon has a significant -
investment in those entities (amcunt above 10% threshold
and net of eligible short positions) (negative amcunt)

Not applicable

Exposure amcunt of the following items which qualify for
a RW of 1250%, where the institution opts for the -

deduction alternative

of which: qualifying holdings outside the financial

sector (negative amount)

of which: securitisation positions (negative

amount}

of which: free deliveries (negative amount) -

Deferred tax asssta arising from temporary differences
{amcunt above 10% threshold, net of related tax
liability where the conditions in Article 38 (3) CRR are
met) (negative amount)

Amcunt sxcesding the 17,65% threshold (negative amount) -

of which: direct, indirect and synthetic holdings
by the institution of the CET]l instruments of financial
sactor entities where the institution has a significant

investment in those entities

Not applicable
of which: deferred tax asssts arising from
temporary differsnces

Lossss for the current financial year (negative amount) -

Foreseecable tax charges zelating te CETl items except
where the institution suitably adjusts the amount of
CET1 items insofar as such tax charges reduce the amount -
up to which those items may be used to cover risks or

losses (negative amount)

Not applicable
Qualifying ATl deductions that excesd the AT1 items of
the institution (negative amount)

Other regulatory adjustments - 982 532
Total regulatery adjustments to Common Equity Tier 1 _
(CET1)
Common Equity Tier 1 (CET1) capital 185 726 404 atbeotdraleal

8 BBE 519 d+el+el
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Additional Tier 1 (AT1) capital: instruments

Capital instruments and the related share premium

of which: classified as eguity under applicable
. - 217 €58 200 a
accounting standards

of  which: classified as liabilities under
applicable accounting standards

Amount of qualifying items referred to in Article 484
{4) CRR and the related share premium accounts subject -
to phase out from ATL

of qualifying ditems = rred to in Article

CRR subject to phase cut from AT

of qualifying items = rred to in Article
CRR subject to phase cut from AT1

Qualifying Tier 1 capital included in consoclidated AT1
capital (including minority interests not included in =

row 5) issued by subsidiaries and held by third parties

of which: instruments issued by subsidiaries subject

Additional Tier 1 (AT1l) ecapital before regulatery
adjustments

Additional Tier 1 (AT1l) capital: regulatory adjustments

Direct, indirect and synthetic  holdings by an

institution of own ATl instruments (negative amount)

Direct, dindirect and synthetic holdings of the AT1
instruments of £inancial sector entities where those
entities have reciprocal <cross holdings with the -
institution designed to inflate artificially the own
funds of the institution (negative amount)

Direct, indirect and synthetic holdings of the AT1
instruments of financial sector entities where the
institution does not have a significant investment in -
those entities (amcunt above 10% threshold and net of
eligible short positions) (negative amcunt)

Direect, indirect and aynthetic holdings by the
institution of the ATl instruments of financial secter
antitiss where the institution has a significant -
investment in those entities (net of eligible short
positions) (negative amount)

Mot applicabl,

inssatims smeone)

Other regulatory adjustments to ATl capital -

Total regulatory adjustments to Additional Tier 1 (AT1)
capital

(Additional Tier 1 (AT1) capital - £

Tier 1 capital (Tl = CET1 + AT1) 185 726 404 atbrordrats

Tier 2 (T2) capital: ins

instruments and the related share premium

of qualifying items referzed to in Article
CRR and the related share premium accounts
phase out from T2 as described in Article

qualifying items referred to in Article
subject to phase cut from T2

qualifying items referred to in Article
subject to phase cut from T2

Qualifying own funds instruments ineluded in
consolidated T2 capital (including minority interests
and AT1 instruments not included in rows 5 or 34) issued
subsidiaries and held by third parties

of which: instruments issusd by subsidiariss subject

Credit risk adjustments -

Tier 2 (T2) capital before regulatory adjustments -

Tier 2 (T2) capital: regulatery adjustments

Direct, indirect and synthetic holdings by an
institution of own T2 instruments and subordinated lcans -
(negative amount)

Direct, indirect and asynthetic heoldings of the T2
instruments and subordinated loans of financial secter
antitiss where thoss entities have reciprocal cross
heldings with the institution designed to inflate
artificially the own funds of the institution (negative
amount)

Direct, indirect and synthetic heoeldings of the T2
instruments and subordinated loans of financial sector
entities where the institution does not have a
msignificant investment in those entities (amount above
10% threshold and net of eligible short positions)

(negative amount)

Not applicable

Direct, indirect and synthetic holdings by  the
institution of the T2 instruments and subordinated loans
of financial sector entities where the institution has a -
significant investment in those entities (net of

eligible short pesitions) (negative amcunt)

Not applicable

Qualifying eligible liabilities deductions that exceed
the eligible liabilities items of the institution -

(negative amount)

Other regulatory adjustments to T2 capital -

Total regulatory adjustments to Tier 2 (T2) capital -

Tier 2 (T2) capital - g

Total capital (TC = T1 + T2) 185 726 404 atbecrdeti+g

Total Risk exposure amount 1 192 535 827
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Capital ratios and requirements including buffers

Common Equity Tier 1 capital 15,57%
Tier 1 capital 15,57%
Total capital 15,57%
Institution CET1 overall capital requirements 7.00%
of which: capital conservation buffer regquirement 2,50%
of which: countercyclical capital buffer regquirement 0,00%
of which: systemic risk buffer regquirement 0,00%

of which: Global Systemically Important Institution (G-
8II) or Other Systemically Important Institution (O-3II) 0,00%
buffer reguirement

of which: additional own funds reguirements to address

. . . 0,70%
the risks other than the risk of excessive leverage
Common Bguity Tier 1 capital (as a percentage of risk
exposure amount) available after meeting the minimum 8,357%

capital requirements

National minima (if different from Basel III)

Not applicable

Not applicable

Not applicable

Amounts below the thresholds for deduction (before risk weighting)

Direct and indirect holdings of own funds and eligible
liabilities of financial sector entities where the
institution does not have a significant investment in -
those entities (amount below 10% threshold and net of
eligible short positions)

Direct and indirect holdings by the institution of the
CET1 inst = of financial entities where the

institution has a significant investment in those -
entities (amount below 17.65% thresholds and net of
eligible short positions)

Not applicable

Deferred tax assets arising from temporary differences
(amount belew 17,85% threshold, net of related tax

liability where the conditions in Article 38 (3) CRR are
met)

Applicable caps on the inclusion of provisions in Tier 2

Credit risk adjustments included in T2 in respect of
exposures subject to standardised approach (prior to the -
application of the cap)

Cap on inclusion of credit risk adjustments in T2 under

standardised approach 14 377 784
Credit risk adjustments included in T2 in respect of
exposures subject to internal ratings-based approach -
(prior to the application of the cap)
Cap for inclusion of credit risk adjustments in T2 under
internal ratings-based approach -
Capital instr subject to phase-out (only applicable between 1 Jan 2014 and 1 Jan 2022)

Current cap on CET1 instruments subject to phase out

arrangements

Amount excluded from CET1 due to cap (excess over cap
after redemptions and maturities)

Current cap on ATl instruments subject to phase out
arrangements

Amount excluded from ATl due to cap (excess over cap
after redemptions and maturities)

Current cap on T2 instruments subject to phase out
arrangsments

Amount excluded from T2 due to cap (excess over cap
after redemptions and maturities)
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Template EU CC2 - Reconciliation between regulatory equity capital and statement of financial position in
audited financial statements

a b o

Balance sheet as in
Under regulatory scope of

published financial Reference
consolidation

statements

As at period end As at period end

Assets - Breakdown by asset clases according te the balance sheet in the published financial statements

Cash, central banks 1 134 411 385

;lnanclal assets at fair value through profit or 28 550 775
oss

Hedging derivative instruments 912 259 433

Financial assets at fair value through other

: . 707 305 727
comprehensive income

Securities at amortized cost 261 163 83%

Loans and receivables due from credit institutions
and similar items at amortized cost
Loans and receivables due from customers at

274 581 985

. 4 €50 414 S5&2
amortized cost

Revaluation adjustment on interest rate risk-hedged
portfolios

Current tax assets 1 534

Deferred tax assets 7 158 527 al+el

Accruals and other assets 994 271

Intangible assets 2 381 086 d

Property, plant and equipment 2 576 255
Goodwill -
Total assets 8 021 839 379

Liabilities - Breakdown by liability clases according to the balance shest in the published financial statemsnts

Central banks -

Financial liabilities at fair value through profit 28 562 290
or loss

Hedging derivative instruments 1 05% 866 919

@

Debt securities 589 082 209

Due to credit institutions 102 376 786

Deferred tax liabilities 961 470

Accruals and other liabilities 3 461 213

Provisions 140 079

Total liabilities 7 824 450 966

Shareholders' Equity

Share capital and reserves 217 €58 200 a

Consolidated reserves - 18 02% 759 b

Reevaluation reserve -

Gains and losses recognised directly in eguity - 5 015 478 c

Profit (loss) for the period 2 775 391
Total shareholders' equity 197 388 414

Since its creation, Agence France Locale - Société Territoriale has only issued ordinary shares.

As such, itis not affected by the publication of the information in table EU CCA - Main characteristics of
regulatory equity capital instruments and eligible liabilities.

VIIl.  Disclosure of countercyclical equity capital bufferinformation
As of December 31, 2022, AFL did not hold exposures to counterparties located in countries applying a
countercyclical capital buffer. Only exposures to France are significant and presented in the EU CCyB1 model
below.

Model EU CCyB1 - Geographical distribution of credit exposures relevant for the calculation of the
countercyclical buffer

Tatal 33 228 357 - - - = [rereresrns TR - = | a4 13| 22 04 730
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Model EU CCyB2 - Amount of countercyclical equity capital buffer specific to the institution

Vil. D

Total risk exposure amount

1 192 535 827

Institution specific countercyclical capital buffer
rate

0,0000

Institution specific countercyclical capital buffer

requirement

isclosure of leverage ratio information

At its meeting of March 11, 2021, the ACPR’s College of supervisors recognized
AFL’s status as a public development lending institution.

This status allows institutions to deduct incentive loans from the denominator of
their leverage ratio. In the case of AFL, these are medium-long-term loans that it
grants to local authorities.

Model EU LR1 - LRSum: Summary of reconciliation between accounting assets and leverage ratio

exposures

Data as of 31/12/2022

a
Applicable amount

218

Total assets as per published financial statements 7 922 388 9514
Adjustment for entities which are consolidated for accounting purposes but 59 450 477
are outside the scope of prudential consclidation
(Adjustment for securitised exposures that meet the operational regquirements
for the recognition of risk transference) -
(Adjustment for temporary exemption of exposures to central banks (if
applicable))
(Adjustment for fiduciary assets recognised on the balance sheet pursuant
to the applicable accounting framework but excluded from the total exposure -
measure in accordance with point (i) of Article 42%a(l) CRR)
Adjustment for regular-way purchases and sales of financial assets subject
to trade date accounting )
Adjustment for eligible cash pooling transactions -
adjustment for derivative financial instruments €5 389 250
Adjustment for securities financing transactions (SFTs) =
2Zdjustment for off-balance sheet items (ie conversion to credit eguivalent €28 982 194
amounts of off-balance sheet exposures)
(Adjustment for prudent valuation adjustments and specific and general
provisions which have reduced Tier 1 capital) )
(Adjustment for exposures excluded from the total exposure measure in
accordance with point (c) of Article 42%a(l) CRR) -
(Adjustment for exposures excluded from the total exposure measure in
accordance with point (j) of Article 42%a(l) CRR) -
Other adjustments - € 337 00e 784
Total exposure measure 2 379 204 052




Model EU LR2 - LRCom: Leverage ratio - joint declaration

CRR leverage ratio exposures

a b
Data as of 31/12/2022 (T} and 31/12/2021 (T-1)

T T-1

On-balance sheet exposures (excluding derivatives and SFTs)
On-balance sheet items (excluding derivatives, SFTs, but including

collateral) € 798 2€7 481 & 767 856 520

Gross-up for derivatives collateral provided, where deducted from the
balance sheet assets pursuant to the applicable accounting framework - -

(Deductions of receivables assets for cash variation margin provided in
derivatives transactions) - -

(Adjustment for securities received under securities financing
transactions that are recognised as an asset) - -

(General credit risk adjustments to on-balance sheet items) - -

(Asset amounts deducted in determining Tier 1 capital) - 2 389 058 |- 3 084 749
Total on-balance sheet exposures (excluding derivatives and SFTs) 6 795 878 423 6 764 811 772

Derivative exposures

Replacement cost associated with SA-CCR derivatives transactions (ie
net of eligible cash variation margin) 60 866 874 75 495 513
Derogation £for derivatives: replacement costs contribution under the

simplified standardised approach - -

Add-on amounts for potential future exposure associated with SA-CCR
derivatives transactions 35 504 002 30 088 434
Derogation £for derivatives: Potential £future exposure contribution

EU-9a
under the simplified standardised approach - -

JAIRE Sl P xposure determined under Original Exposure Method - -

10 (Exempted CCP leg of client-cleared trade exposures) (SA-CCR) - -

e (Exempted CCP leg of client-cleared trade exposures) (simplified
-10a
standardised approach) - -

(Exempted CCP leg of client-cleared trade exposures) (Criginal
Exposure Method) - _

11 Adjusted effective notional amount of written credit derivatives - -

EU-10b

12 (Adjusted effective notional offsets and add-on deductions for written
credit derivatives) - -

13 Total derivatives exposures 96 770 875 105 583 948

Securities financing transaction (SFT) exposures

14 Gross SFT assets (with no recognition of netting), after adjustment for
sales accounting transactions - -

(Netted amounts of cash payables and cash receivables of gross SFT

15
assets) - -

16 Counterparty credit risk exposure for SFT assets - -

Derogation for SFTs: Counterparty credit risk exposure in accordance
with Articles 429%9e(5) and 222 CRR - -

17 Agent transaction exposures - -

EU-16a

JAUSYEW (Exempted CCP leg of client-cleared SFT exposure) - -

18 Total securities financing transaction exposures = =
Other off-balance sheet exposures

Off-balance sheet exposures at gross notional amount 784 081 452 568 703 044

(Adjustments for conversion to credit equivalent amounts) - 155 099 258 |- B4 511 €53

{General provisions deducted in determining Tier 1 capital and specific provisions
associated associated with off-balance sheet exposures) - -
off-balance sheet exposures 628 982 194 484 191 390
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Excluded exposures
(Exposures excluded from the total exposure measure in accordance with
point (c) of Article 42%a(l) CRR)

{Exposures exempted in accordance with point (j) of Article 42%a(l) CRR

(on and off balance sheet))

Eu-22d

(Excluded exposures of public development banks (or units) - Public
sector investments) - -
(Excluded exposures of public development banks (or units) =

Promotional loans)

S 142 427 441

4 883 232 ge3

EU-22e

(Excluded passing-through promotional loan exposures by non-public

development banks (or units))

EU-22f

(Excluded guaranteed parts of exposures arising from export credits)

Eu-22g

(Excluded excess collateral deposited at triparty agents)

CSD related services of CSD/institutions in accordance with
of Article 42%a(l) CRR)

(Excluded
point (o)

(Excluded
with point (p)

CSD related services of designated institutions in accordance
of Article 42%a(l) CRR)

(Reduction of the exposure value of pre-financing or intermediate

loans)

(Total exempted exposures)

Capital and total exposure measure

Tier 1 capital

- 5 142 427 441

185 721 788

- 4 883 232 863

179 553 457

Total exposure measure

Leverage ratio

2 379 204 052

2 471 354 246

Leverage ratio (%) 7,81% 7,28%
Leverage ratio (excluding the impact of the exemption of public sector
investments and promotional loans) (%) 2,47% 2,45%
Leverage ratioc (excluding the impact of any applicable temporary
exemption of central bank reserves) (%) 7,81% 7,28%
Regulatory minimum leverage ratio requirement (%) 3,00% 3,00%
Additional own funds requirements to address the risk of excessive
leverage (%) - -
of which: to be made up of CET1 capital - -
Leverage ratio buffer requirement (%) - -
Overall leverage ratio requirement (%) 3,00% 3,00%
Choice on transitional arrangements and relewvant exposures
Choice on transitional arrangements for the definition of the capital
measure NA NA
Disclosure of mean values
Mean of daily values of gross SFT assets, after adjustment for sale
accounting transactions and netted of amounts of associated cash payables and
cash receivable - -
Quarter-end value of gross SFT assets, after adjustment £or sale
accounting transactions and netted of amounts of associated cash
payables and cash receivables - -
Total exposure measure (including the impact of any applicable temporary exemption
of central bank reserves) incorporating mean values from row 28 of gross SFT assets
(after adjustment for sale accounting transactions and netted of amounts of associated
cash payables and cash receivables) 2 379 204 052 2 471 354 246

Total exposure measure (excluding the impact of any applicable temporary
exemption of central bank reserves) incorporating mean values from row 28 of gross
SFT assets (after adjustment for sale accounting transactions and netted of amounts of

associated cash payables and cash receivables)

2 379 204 0352

2 471 354 24¢é

Leverage ratio (including the impact
exemption of central bank reserves)
28 of SFT

transactions and netted of amounts of associated cash payables and cash

of any applicable temporary
incorporating mean values from row

gross assets (after adjustment for sale accounting

receivables) 7,81% 7.28%
Leverage ratio (excluding the impact of any applicable temporary
exemption of central bank reserves) incorporating mean values from
row 28 of gross SFT assets (after adjustment for sale accounting
transactions and netted of amounts of associated cash payables and
cash receivables) 7,81% 7,.28%
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Model EU LR3 - LRSpl: Breakdown of statement of financial position exposures (excluding derivatives,
SFTs and exempt exposures)

a

Data as of 31/12/2022 (T) CRR leverage ratio

exposures

Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted 2 246 047 420

exposures), of which:

Trading book exposures -

Banking book exposures, of which: 2 246 047 420
Covered bonds 89 428 033
Exposures treated as sovereigns 1 507 744 409

Exposures to regional governments, MDB, international organisations and PSE, 411 753 €95
not treated as sovereigns

Institutions 227 20€ 488

Secured by mortgages of immovable properties =

Retail exposures -

Corporates =

Exposures in default 3 5€3 183

Other exposures (eg equity, securitisations, and other non-credit obligation

5 951 elz2
assets)

Table EU LRA: Publication of qualitative information on the leverage ratio

Row number Topic addressed A

Description of the procedures used to manage the risk of excessive
leverage:

In order to manage its leverage and avoid excessive leverage, the
Commitments and Risks Department of AFL has created a simulation
tool that allows it to estimate the leverage ratio over the long term with
Description of the procedures | @ monthly analysis step.

@ used to manage the risk of This tool is based on a central scenario representing the AFL business
excessive leverage plan and makes it possible to calculate the leverage according to
several alternative scenarios.

Endogenous items are updated monthly according to AFL’s activity
(loan production, size of the liquidity reserve, changes in the cost
structure, publication of financial statements, etc.) to better reflect the
institution’s situation.

Description of the factors that had an impact on the leverage ratio
during the period to which the leverage ratio reported by the institution
relates:

Description of the factors that | AFL is a specialized lending institution that only finances the

b h?f ad" 'Y"Pat‘;t on ”?ed'?"erﬂgi investment budgets of French local authorities. Having obtained the
(b) | ratio during the period towhich | 42 o 5 by blic development lending institution in 2021, the main
the leverage ratio reported by ! . .

the institution relates factor that has an impact on the leverage ratio is the size of the

liquidity reserve.

The size of the liquidity reserve increases when AFL issues bonds and
decreases with loan production.
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IX.  Disclosure of global systemically important indicators

Agence France Locale - Société Territoriale is not recognized as a global systemically important institution (G-
SH).
As such, it is not concerned by the publication of this information.

X.  Disclosure of liquidity requirements
Model EU LIQ1 - Quantitative information on the liquidity coverage ratio (LCR)

b ; P £ =

Total unwelghted value (average) Total weighted value (average)

Quarter ending on (DD Month
YYY)

Number of data points used in

the calculation of averages

Total hi lity liquid
= ARALEY - L 1 B41 198 472 1 635 678 599
(HQLA)

Retail deposits and deposits

from small business = - L - - - = -

customers, of which:

Stable deposits - - - - - _ = i

Less stable deposits - - - - - - - i
Unsecured wholesale funding 121 847 151 €1 725 558 112 155 769 258 €66 €67 121 847 151 61 725 598 112 155 765 258 666 667

Operational deposits (all

rties) and deposits

in networks of coocperative
banks
Non-operational deposits (all

counterparties}
Unsecured debt 121 847 151 €1 725 598 | 112 155 769 258 666 667 121 847 151 €1 725 598 112 195 7€S 258 666 667

Secured wholesale funding = = 3 .

Additional requizements 750 928 031 €596 174 B28 285 740 473 418 273 268 128 504 €31 120 380 108 102 B4€ 0€3 111 540 Qe

Cutflows related to
derivative exposures and S5 245 264 SE€ 380 €95 70 9€8 %0€ 77 458 €01 55 345 264 5€ 380 €55 70 9€8 %06 77 458 €01
other collateral reguiremsnts

Outflows related to loss of
funding on debt preducts
Credit and liquidiey

ST 735 592 667 | 635 954 133 | 318 771 S67 | 340 814 €67 73 885 267 63 999 413 31 877 187 34 081 467
facilities
Oths 1 fundi

ol — 2 743 333 4 339 333 38 945 272 21 086 723 1 733 333 3 329 333 37 938 272 20 076 723
cbligations
Oths i t fundi
R i b 159 416 811 31 907 529 34 927 333 35 025 469 155 416 811 31 %07 529 34 927 333 35 029 469

cbligations
TOTAL CASH OUTFLOWS 966 217 342 969 287 9504 437 429 312 926
- INF

Secured lending (e.g. reverse

repos)

Inflows from full erformin
A 9 €3 426 532 113 550 352 101 518 703 101 515 350 29 248 0951 3

rd

15€ €85 35 408 €52 34 935 055
exposurss

Other cash inflows 82 456 118 o 80 000 055 118 958 038 82 4%€ 118 9
(Difference between total
weighted inflows and total

420 066 80 000 055 118 958 038

&

weighted cutflows arising
Eu-10a [ transactions in third
countries where there are
ctransfer restricticns or
which are denominated in non-
convertible currencies)

(Excess inflows from a
related specialised credit
institution)

TOTAL CASH INFLOWS 145 883 050 203 970 418 181 518 762 220 873 387 111 704 208 129 576 751 115 408 711 153 8%3 052

Fully exempt inflows - - - - - - = -

Inflows subject to 50% cap = - =
220 873 387 704 208 129 576 751 115 408 711 153 853 092

Inflcws subject to 75V cap 145 883 050 203 570 418

181 518 762

BUFFER
CASH OUTFLOWS
23 LIQUIDITY COVERAGE RATIO 657,32% 2155,13% 1108, €0% 2647,04%

158 472 1 635 €78 5995 1 746 725 B4l 2 230 152 458
300 197 758 B7 766 217 172 495 725 348 643 385
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Table EU LIQB on qualitative information on the LCR ratio, supplementing the EU LIQ1 model

Row

number TOpiCS
Explanations concerning the main factors behind the results of the liquidity
coverage ratio (LCR) calculation and the evolution over time of the
Explanations conceming the contribution of the input data to the LCR calculation:
main factors behind the results | In line with the risk appetite framework validated by the AFL-ST Board of
°Eé'§ "q‘:'d'lty F’°Ver*’zgeh ratio | Directors and the AFL Supervisory Board, the AFL Group must hold a
@ favoluligz gt::'ﬁ:q:gﬂth: liquidity reserve to cover 100% of its 1-year liquidity needs, with a range of
0, 0,
contribution of the input data to 80%-125%.
the LCR calculation. Coupled with a prudent investment policy, favoring the sovereign and sub-
sovereign sector classified as HQLA1 and 2A, AFL’s LCR is still well
above regulatory limits.
Explanations concerning changes in the LCR ratio over time:
Explanations concerning The variability of the ratio is mainly due to two factors: bond debt
(b) changes in the LCR ratio over . "
fime. repayments and loan disbursements. As loans to local authorities are
seasonal in nature, they are concentrated in the last quarter of the year.
Explanations concerning the actual concentration of funding sources:
Explanations concerning the AFL'’s sole source of stable funding is the bond market. AFL issues on
(c) | actual concentration of funding | different maturities, in different forms (benchmark, private placements) and
Sources. in different currencies in order to broaden its investor base as much as
possible, by category and geographical area.
High-level description of the composition of the institution’s liquidity buffer:
More than 80% of AFL’s liquidity reserve consists of AA- rated debt
High-level description of the securities and more than 80% of securities issued by sovereigns, agencies
(d) | composition of the institution’s | OF supra. This reserve is sized to cover 12 months of activity.
liquidity buffer. Within this cushion, a minimum amount of liquidity in the current account
with the Banque de France is defined in order to secure in advance the
redemption of future medium- to long-term issues.
Derivative exposures and potential collateral calls:
AFL hedges almost all of its statement of financial position (assets and
@ Derivative exposures and liabilities) against interest rate risk. The notional amount of hedging
potential collateral calls. derivatives is equivalent to twice the size of the statement of financial
position. The residual position is broadly balanced. Potential security calls
are made daily and on the first euro.
Currency mismatch in the LCR ratio:
c smatch in the LCR AFL manages a statement of financial position in euros. Issues and
(H | -arencymismaicninine reserve securities that are not denominated in euros are systematically

ratio.

asset-swapped, so that no residual foreign exchange position remains
(excluding ineffective hedges).

Other items of the LCR ratio
calculation not taken into
account in the LCR disclosure
model but that the institution
considers relevant for its
liquidity profile.

Other items of the LCR ratio calculation not taken into account in the LCR
disclosure model but that the institution considers relevant for its liquidity
profile:

No additional information is relevant
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Model EU LIQ2: net stable funding ratio

Data as of 31/12/2022

Unweighted value by residual maturity

(in currency amount) 6 months to < Weighted value

lyr

No maturity < € months z 1yr

Available stable funding (ASF) Items

Capital items and instruments 185 726 404 - 185 726 404
own funds 185 726 404 - - - 185 72€ 404
Other capital instruments

Retail deposits
Stable deposzits

Less stable deposits

Wholesale funding: 1 210 217 555 = 5 361 371 740 5 361 371 740

Operational deposits

other vholesale funding 1 210 217 555 = 5 361 371 740 5 361 371 740

5 162 434

Interdependent liabilities
Other liabilities: 5 926 586
NSFR derivative liabiliciss 5 526 SB6
All other liabilities and capital instruments net included in the abore
categories

Total available stable funding (ASF)

5 547 371

Required stable funding (RSF) Items

Deposits held at other financial institutions for cperational purposes 16 777 655 - - & 388 827

560 065 404 156 801 261 5 256 922 003 3 762 527 331

Performing loans and securities:

Performing securities financing transactions with financial customers
cellateralized by Lavel 1 HPLA subjsct o 0% haircut

Performing securities financing transsctions with financial customer 80 00O 000 & 000 000
collateraliszed by other asssts and leoans and advances to financial instituticns

Parforming leans to neon- financial corperats clisnts, loans teo recail and small

and PSEs, of vhich:

;. i 472 095 785 145 947 011 5 159 448 519 3 662 €62 527
business customers, and loans to sovereigns,

With a risk weight of less than or egual to 353 under the Basel IT

. . 472 095 785 145 547 011 5 155 448 519 3 662 €82 537
Standardised Approach for oredis risk

Performing residential mortgages, of which:

With a risk weight of less than or equal to 351 under the Basel IT
Standardised Approach for credit risk

Other loans and securities that are not in default and do not qualify as HQLA,

7 969 €15 10 854 250 97 473 483 92 264 294
inecluding exchange-traded eguities and trade finance on-balance sheet products Y =

80 18e se -
141 131 864

1 €08 500
511 070 526

Interdependent assets

Other assets:

Physical traded commodities

Aszets posted &3 initial margin for derivative contracts and contributions to
defaule funds of CCPs

NSFR derivative assets

NSFR derivative liabiliciss bafors deduction of wariation margin posted

All cther aszsets not included in the abeve catsgoriss 13 478 702

Off-balance sheet items
Total RSP
Net Stable Funding Ratioc (%)

154 812 188

3 863 318 344

143, 55%

Table EU LIQA - Liquidity risk management

Row

number

As AFL refinancing mainly comes from issues carried out on the
financial markets, AFL has a particularly conservative liquidity policy.
AFL'’s financial strategy in terms of liquidity is based on three areas, the
purpose of which is to limit the three components of liquidity risk:
illiquidity risk, financing risk and liquidity transformation risk:

Liquidity risk management A. The establishment of a significant liquidity reserve.
strategies and processes,

(@) |including policies to diversify the | © AFL has a liquidity reserve at its disposal at all times, the size of

sources and duration of planned which represents one year of activity. The tool used to measure this

financing. objective is the NCRR (or "Net Cash Requirement Ratio"), which
makes it possible to verify that the reserve of liquid assets makes it
possible to meet 100% of its foreseeable needs over a rolling 12-
month horizon with a range of 80% to 125%.

o In order to secure the repayment of future medium- and long-term
issues three months in advance, AFL undertakes to hold an amount

224



of cash in its Banque de France account corresponding to the debt
repayments for the period net of certain cash inflows.

o At the same time, the regulatory LCR ratio must be respected
(“Liquidity Coverage Ratio”); this makes it possible to verify that the
AFL reserve enables it to meet its liquidity requirements at 30 days
under stress assumptions. The regulatory requirement is 100%.

B. Adiversified financing strategy.

e Agence France Locale pursues an issuance strategy that aims to
diversify its sources of financing by type of investor, maturity,
geographical area and currency in order to avoid any excessive
concentration of refinancing falls and to limit its financing risk.
These issues mainly comprise listed bonds, in the form of
benchmarks or private placements, under a program known as
EMTN (Euro Medium Term Note), but also, and to a lesser extent,
money market negotiable debt securities, under a program known
as ECP (Euro Commercial Paper). AFL may also issue debt
repayable before maturity for a limited portion of its liabilities.

C. Limiting the transformation of the statement of financial position;

e The statement of financial position includes amortizable loans on its
assets side and debts on its liabilities side, in both cases hedged
against interest and exchange rates. Unlike the loans on the assets
side, the debts on the liabilities side are not amortizable, so AFL is
subject to a transformation risk or price risk in liquidity. AFL severely
limits its transformation into liquidity, measured by three main
indicators:

o Difference in average life to maturity or “ALT difference”
corresponds to the average maturity difference between assets
and liabilities and measures the transformation practiced by
AFL; the activity will be managed in order to limit this difference
to one year with potentially an additional buffer for limited
periods raising the limit to 2 years (making it possible to absorb
the possible drift of this indicator during the production of end-
of-loan loans). The difference will return to 12 months by June
30 of the following year.

o The “Net Stable Funding Ratio” or “NSFR”" compares AFL'’s
stable funding (at more than 12 months) to long-term funding
requirements. The minimum regulatory requirement is 100%.

o In addition to compliance with the average life to maturity gap,
monitoring the liquidity transformation risk requires AFL to
assess its liquidity by analyzing its maturity gaps ( liquidity
differences) arising from potential maturities of liabilities and
assets, and likely to occur over different time horizons (time
buckets). The liquidity difference is regulated via the definition
of alert thresholds by buckets.

With regard to access to liquidity, it should be noted that AFL has a line
of credit with the Banque de France, available at any time, through the
mobilization of receivables from local authorities that AFL carries on its
balance sheet, via the TRICP (Traitement Informatique des Créances
Privées - Data Processing of Private Claims) system.

This policy, while conservative, cannot fully protect AFL from liquidity
risks. It remains sensitive, for example, to refinancing risk, i.e. the risk of
not being able to raise resources at competitive levels for long
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maturities, or to the liquidity risk associated with the margin calls
inherent in the hedging derivatives required for its hedging policy.

Structure and organization of the
liquidity risk management
function (authority, Articles of
Association, other provisions).

The AFL Group’s liquidity risk management system is detailed in section
5.3 of the annual report.

Description of the degree of
centralization of liquidity

Due to the structure of the AFL Group, operational activities are carried

(c) management and interacton out by AFL, a specialized lending institution. The AFL Group’s liquidity is
between the group’s units. managed by AFL.

Regulatory ratios and the NCRR are produced by the Commitments &

Risks Department from a tool dedicated to their production as well as to

the production of Corep. A tool is used to identify and measure other

liquidity risk indicators via AFL’s market IT system; it is maintained by

ALM.

Four main metrics are used to monitor liquidity risks:

A. Difference in average life to maturity or ALT difference: the difference
in average maturity between assets and liabilities and measures the
transformation into liquidity practiced by AFL. This indicator is
monitored monthly in ALCo.

B. NCRR or “Net Cash Requirement Ratio”: the NCRR is a 12-month

Scope and nature of iquidity risk liquidity ratio specific to AFL. It is monitored quarterly.
(d) | reporting and assessment C. Liquidity gap: the liquidity gap measures the flow of assets and
systems. liabilities (in static view) during a given period in order to measure the
refinancing risk carried on the statement of financial position. The
liquidity gap is monitored monthly by the ALM Committee, and is
governed by the implementation of alert thresholds. It is presented
monthly in ALCo.

D. Impact on equity capital of an increase in the cost of refinancing
expressed as lost opportunity in NBI, and calculated from the sum of
the negative liquidity gaps and a stress of 20 bps on the AFL
refinancing cost. It is presented monthly in ALCo.

E. The LCR (Liquidity Coverage Ratio), a liquidity ratio that must enable
banks to withstand acute liquidity crises (both systemic and bank-
specific) with a 30-day horizon, is calculated monthly.

Liquidity risk hedging and These items are described in lines (a) and (d) of this table.
mitigation policies, and the
( e) strategies anq processes put in
place to monitor the continued
effectiveness of these hedges
and mitigation techniques.
, ’ AFL’s financing plan is updated annually when the budget for the
(fy |Anoverviewof the bank's following year is drawn up. AFL’s financing plan is based exclusively on

potential financing plans.

the financial markets and depends on anticipated activity.

An explanation of how stress
tests are used.

Stress tests are carried out quarterly and their results are presented in
ALCo.

The results influence the completion of the year’s financing program.

A statement on the adequacy of
the institution’s liquidity risk
management systems, approved
by the management body, which
ensures that the liquidity risk
management systems in place
are appropriate in relation to the

See row (a) of the EU OVA table - “Institutional approach to risk
management”
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profile and the institution’s
strategy.

A brief Séaéentfnt on liquidity rtisk, See row (c) of the EU OVA table - “Institutional approach to risk
approved by the managemen ”

body, briefly describing the management
institution’s overall liquidity risk
profile associated with the
business strategy. This
statement contains key figures
and ratios (other than those
already covered in the EU LIQ1
model within the framework of
this technical standard) that give
external stakeholders a
comprehensive overview of the
liquidity risk management by the
EU. institution, including how its
liquidity risk profile interacts with
the risk tolerance level set by the
management body.

XI.

Disclosure of exposure to credit risk, dilution risk and credit quality

Table EU CRA: general qualitative information on credit risk

Row
number

(a)

Indicate how the business model gives rise to the components of the institution’s credit risk profile:
The business model aims to finance the investment budgets of French local authorities, their groups
and LPEs. Credit risk is generated on the one hand by this financing activity and on the other hand
by exposures from AFL’s liquidity reserve.

Indicate the criteria and approach used to define the credit risk management policy and set credit risk
limits:
The credit risk management policy and credit risk limits reflect the institution’s risk appetite.

Indicate the structure and organization of the credit risk management and control function:

(c) |Information on the risk governance structure for each type of risk is provided in section 4.1.d of the
annual report
Specify the links between the credit risk management, risk control, compliance and internal audit
functions:

(d)

Information on the risk governance structure for each type of risk is provided in section 4.1.d of the
annual report

Table EU CRB: additional disclosures on the credit quality of assets

Row
number

(a)

Scope and definitions:

AFL has aligned the accounting and prudential definitions of past due, impaired and defaulted
exposures with the definition in Article 178 of the CRR.

Past due exposures are identified based on significant, non-technical past-due payments of more
than 90 days. The definitions of “impaired” and “defaulted” exposures are identical and include, in
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addition to “past due” exposures, exposures for which AFL has doubts about the borrower’s
solvency.

Significance of exposures past due (more than 90 days) not considered as impaired and the reasons
for this:

AFL has no post due exposures (significant past due for more than 90 days) not considered to be
impaired. Downgrading to default is decided by the Credit Committee before the end of the 90-day
period. The only reason which could delay the downgrading to default would be the “technical” nature
of an outstanding payment, unrelated to the borrower's solvency.

Description of the methods used to determine the adjustments for general and specific credit risk:

AFL does not calculate an adjustment for general credit risk. For exposures representing a
downgraded risk (stage 2 & 3 of IFRS 9), AFL calculates the adjustments for specific risk in
accordance with IFRS 9.

Definition of restructured exposures :

AFL applies the definition of restructured exposures as specified by the EBA Guidelines on default in
accordance with Article 178 of the CRR, set out in Appendix V of Implementing Regulation (EU) No.
680/2014 of the Commission.

228




Model EU CR1: performing and non-performing exposures and corresponding provisions.

Cash balances at

central banks and other 1 151 2&8 %32 1 151 2&8 %32 - - - - - 57 981 - &7 sg1 - - - - - - -

demand deposits

Loans and advances 4 767 160 515 4 €86 219 124 80 941 391 3 850 137 - 3 850 137 |- 375 575 |- 188 %17 |- 186 €58 |- 1 611 - - 1 611 - - -
Central banks - - - - - - - - - - - - - - -
General governments 4 686 941 612 4 606 000 221 80 941 391 3 830 137 - 3 830 137 - 375 575 |- 188 917 |- 1B& &38 - 1 611 - - 1 611 - - -

Credit institutions 80 218 803 80 218 803 = - - - - - - - - - - - -

Other financial

corperactions

Of which SMEs - - - - - - - - - - - - - - -

Households - - - - - - - - - - - - - - -

Debt securities 9€8 729 TES 968 729 765 - - - - - 260 188 |- 260 188 - - - - _ _ _

Central banks = = - - - - - - - - - - - - -

General governments 594 165 785 584 165 785 - - - - - 122 2%1 |- 122 291 - - - - - - -
Credic inscitucions 374 563 980 374 563 980 - - - - - 137 897 |- 137 897 - - - - - - -
Other financial

corporations

Non-financial

corporations

off-balance-sheet 810 247 714 810 247 714 - - - - 16 386 16 386 - - - - - -

exposures

Central banks - - - - - - - - - - - - - -

General governments 810 247 714 810 247 714 - - - - 16 386 16 386 - - - - - -

Credit institutions - - - - - - - = = = = = — _

Other financial
corporations

Non-financial

corporaticns

Houssholds - - - - - - - - - - - - _ _

Total 7 697 406 926 7 616 465 535 80 941 391 3 850 137 = 3 850 137 |- 717 358 |- 530 700 (- 186 658 |- 1 611 - - 1 611 - = -
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Model EU CR1-A: maturity of exposures

Loans and advances 154 155 254 580 171 11% 1 546 %51 55% 3 265 13% 713 |- €31 501 13% 4 564 996 547
Debt securities - 29 051 247 507 850 e17 411 337 172 |- 94 253 960 968 4695 578
Total 1594 195 294 B48 726 275 2 054 882 176 3 676 476 884 |- 94 BB5 461 5 933 466 125

Gross

a

carrying amount

Initial stock of non-performing loans and advances 3 877 155,1

Inflows to non-performing portfolios 698 153,5

outflows from non-performing portfolios - 725 171,5
040 Outflows due to write-offs -
050 Ccutflow due to other situations - 725 171,5
ULl Final stock of non-performing loans and advances 3 850 1237,1

Cash balances at central banks

and other demand deposits

Loans and advances €7 674 072 375 000 375 000 375 000 |-

Central banks - - - -

€7 674 072 375 000 375 000 375 000 |-

Gsneral governments

itutior

Other financial cerpeoraticns - - - -

Non-financial corporations - - - -

Househelds - - - -

Debt Securities - - - -

Loan commitments given - - - -

Total 67 674 072 | 375 000 375 000 375 o000 |-

146

209
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Model EU CQ3: credit quality of performing and non-performing exposures by number of days past due

151 268 532 | 1 131 268 932 - - - - - - - - - -
4 767 160 515 4 767 160 31% ol 3 850 137 3 600 137 250 000 # = 3 850 137
4 686 941 €12 - 830 137 | 3 €00 137 - - - - 3 850 137
80 218 503 - - - - - - - - - -
968 729 765 968 729 765 - - - - -
554 163 783 $94 1635 788 =
374 363 580 374 363 B0 - - - - - - - - - -
810 247
Gen governments 810 247
Credit institutions
7 657 406 § 887 159 212

on-balance-sheet 5 739 740 417 | 3 850 137 5 739 740 417 | - 637 374 -
exposures
France 4 968 €21 275 | 3 850 137 | 3 850 137 | 4 S8 €21 275 |- 482 015
Other countries 771 119% 142 - - 771 119
off-balance-sheet
810 247 714 - -
ﬂlpoﬂlu"ex
France B10 247 714 - =
Other countries - - -
Total 6 549 988 131 | 3 850 137 | 3 850 137 | & 739 740 417 |- 637 374
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Model EU CQ5: credit quality of loans and advances granted to non-financial companies by industry

Agriculture, forestry and fishing - - - - - _

Mining and guarrying - - - - - _

Manufacturing - - - - - -

Electricity, gas, steam and air
conditioning supply

Water supply - - - - - _

Construction - - - - - -

Wholesale and retail trade - - - - - -

Transport and storage - - - - - -

Accommodation and food service
activities

Information and communication - - - - - -

Financial and insurance actvities - - - - - _

Real estate activities - - - - - -

Professional, scientific and
technical activities

Administrative and support
service activities

Public administration and
defense, compulsory social - - - - - _
security

Education - - - - - -

Human health services and social
work activities
Arts, entertainment and

Other services - - - - - -

Total - - - - - -

a b

Collateral obtained by taking possession

Value at initial Accumulated negative
r jnition changes

Property, plant and egquipment (PP&E) = =
Other than PP&E - -
Residential immovable property - -
Commercial Immovable property - -

Movable property (auto, shipping,

ete.)

Equity and debt instruments - -

Other collateral - -
Total - -
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Xll.  Disclosure of information on the use of credit risk mitigation

techniques
Table EU CRC - Qualitative disclosure requirements for CRM techniques

Legal basis Row number

Description of the main characteristics of the policies and procedures applied in terms
of on- and off-balance sheet netting and the extent to which institutions use this type of

Atticle 453, point @) netting:

a), of the CRR AFL uses balance sheet netting for swap positions with counterparties with which it
has signed an ISDA contract or equivalent. AFL does not compensate for off-balance
sheet items.

Main features of the policies and procedures applied in terms of valuation and
Article 453, point . management of eligible collateral:
b), of the CRR ®) AFL accepts only cash collateral for margin calls in its derivative transactions. No other

eligible security is accepted by AFL.
Description of the main types of collateral accepted by the institution to mitigate credit

Article 453, point o risk:
o) ofthe CRR AFL accepts only cash collateral for margin calls in its derivative transactions. No other
eligible security is accepted by AFL.

Main categories of guarantors and credit derivatives counterparties:

Article 453, point « On an exceptional basis, AFL accepts guarantees from member local authorities on
d), of the CRR credit exposures. Only one case has been identified to date, the guarantor is a local
authority classified as a regional or local government according to the CRR.

Information on concentrations of market risk or credit risk in the context of credit risk
mitigation operations:

AFL does not engage in credit risk mitigation.

Article 453, point )
e), of the CRR

Model EU CR3 - Overview of CRM techniques: information to be published on the use of CRM techniques

1 555 629 |

Xlll. Publication of information on the use of the standardized

Qpproach
Model EU CC1 - Composition of regulatory equity capital, complying with Article 444 §e is presented in the
paragraph “D. Publication d'informations sur les fonds propres”en page 158 and following.
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Table EU CRD - Qualitative disclosure requirements for the standardized approach

Legal basis n&g:er
Names of external credit assessment agencies (ECAIs):
Article 444, point (a) AFL uses the services of OEEC Moody’s for risk assessment. Certain public
a), ofthe CRR information of S&P and Fitch may be consulted for analysis. AFL does not use the
services of any ECA. No change occurred during the period.
Article 444, point A Categories of exposures for which each ECAl or ECA is used:
b), of the CRR. (b) AFL uses the services of OEEC Moody'’s for all exposure categories.
. . Description of the process applied to transfer the issuer’s credit ratings:
AS'CL?fh?b‘;;’F'{nt (c) | AFL does not hold a trading book. When available, AFL uses the credit rating of the
' exposure, otherwise it uses the credit rating of the issuer.
. . The association between the external rating performed by each ECAI or ECA
A:)'C'ef fﬁ%ﬁg}g‘t (d) |designated and the risk weightings:
,ortne . . . .
AFL complies with the standard association published by the EBA.

EU CR4 models - Standardized approach - Credit risk exposure and CRM effects

Exposures before CCF and before

e Exposures post CCF and post CRM RWAs and RWAs density
Exposure classes On-balance- off-balsnce On-balance- gff-halance RHAs density
sheet exposures sheet sheet exposures sheet (%)
exposures exposures
d £

il Central governments or central banks 1 326 170 215 - 1 326 170 215 - 12 888 €96 0,97%
FllRegicnal government or local authorities 4 765 345 530 784 081 452 4 765 345 530 628 582 154 1 043 187 460 15, 34%
Ml cublic sector entities 125 268 343 - 125 268 343 - 9 245 022 7,15%
Ll Multilateral development banks 154 &Be 541 - 154 €BE 941 - = 0,00%
LUl International organisations 70 270 547 - 70 270 547 - - 0,00%
[l Institutions 227 205 625 - 227 20% €29 - 58 134 251 25,59%
[l Corporates - - - - -
il Fetail - = - - =
Ell Secured by mortgages on immovable property - - - - -
M Fxposures in default 3 963 183 - 3 563 183 - 5 944 775 150,00%
13 Exposures associated with particularly

high risk - - - - -
¥ Covered bonds B9 504 350 - 85 504 350 - 8 550 435 10,00%
13 Institutions and corporates with a short-—

term credit assessment - - - - -
iR} Collective investment undertakings - - - - -
15 pReRe - - - - -
il Cthexr items 3 570 526 - 2 ST0 526 - 3 570 526 100,00%
Yl TOTAL 6 769 9585 265 784 081 452 & 765 585 265 628 9582 154 1 141 521 166 15,43%

Central governments or central

2 342 332 | - - - 1 326 170 213

3 %81 183 - - - - 1 863 183

1 963 183

3 570 sz¢

|2 775 182 521 | - = 8% 504 350 | 5 482 081 €03 42 307 151 | - = 3 570 526 | 3 501 786 | 2 342 532 = - = 7 358 571 455

13 022 760 406
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XIV. Disclosure of information on the use of the IRB approach for credit
risk

Agence France Locale - Société Territoriale does not use the Internal Ratings-Based (IRB) approach for credit
risk.

As such, itis not concerned by the publication of this information.

XV. Information on specialized financing exposures and exposuresin

the form of equities under the simple weighting method
Agence France Locale - Société Territoriale has no specialized financing exposures or equity exposures under
the simple weighting method.

As such, it is not concerned by the publication of this information.

XVI. Disclosure of counterparty credit risk exposures
AFL uses the standardized approach (SA-CCR) to calculate its exposure to counterparty credit risk.

Table EU CCRA - Qualitative information on CCR

Row

number Legal basis

AFL’s interest rate risk management policy provides for almost

- . . complete variability of the institution’s asset and liability exposures
Description of the equity capital . . o
allocation methodology and credit | @gainst Euribor3M or €ster. Exposures from derivative contracts are
a) limit setting for counterparty credit | Subject to limits via the investment and counterparty risk

Article 439, point a), of the CRR

exposures, and in particular the management policy. AFL does not set limits on its exposures with
methods for sefting limits for central | centra| counterparties. AFL does not allocate equity capital to these
counterparty exposures. transactions

Article 439, point b), of the CRR. AFL has set up daily margin call procedures, at the first Euro with all

Description of policies relating to | jts derjvative counterparties.
b) guarantees and other credit risk

mitigation measures, such as the
policies applied to obtain collateral
and build up credit reserves.

Article 439, point c), of the CRR AFL has no trading book and is not exposed to correlation risk.
Description of policies relating to

C) correlation risk, within the meaning

of Article 291 of the CRR.

érticle 431, points 3) and 4), of the | AFL has no other risk management objectives and relevant policies

RR .

d) Other sk management objectives related to counterparty credit risk (CCR).

and relevant policies related to

counterparty credit risk (CCR).

AFL uses a “Clearing Broker” for its derivatives business with

Article 439, point d), of the CRR clearing houses. ThIS intermediary qpplles a “credit buffer” to the

) The amount of collateral that the amount of IMR claimed by the clearing house. In the event of a

institution would have to provide if its | deterioration in AFL’s credit rating, this buffer could increase, without
credit rating were downgraded. this being mandatory, in proportions left to the discretion of the
clearing broker.
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Model EU CCR1 - Analysis of CCR exposures by approach

of vhich securities

finanoing tran

Financial collateral simple method (for 8FTs)

cial collateral comprehensive method (for 3rTs)

94 346 734 | 94 346 734

94 346 734

8 301 547

Template EU CCR2 - Transactions subject to CVA risk equity capital requirements CVA

Fixed format

Total transactions subject to the Advanced method

(i) VaR component (including the 3x multiplier)

(ii) stressed VaR component (including the 3x multiplier)

Transactions subject to the Standardised method

17 235 807

14 862 S84

Transactions subject to the Alternative approach (Based on the Original Exposure
Method)

Total transactions subject to own funds requirements for CVA risk

17 235 807

14 862 984

Model EU CCR3 - Standardized approach - CCR exposures by regulatory exposure class and risk

weighting

7 1 W

& 195 748 | 11 040 %38

4 38 T
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Collateral type

Cash - domestic currency 102 376 634 - 177 450

b3l Cash - other currencies - - - - - - -

Kl Domestic sovereign debt - - - - - - -

il Other sovereign debt - - - - - - -

=l Government agency debt - - - - - - -

[ Corporate bonds = = - - - - -

(N Fouity securities - - - - - - -

[ Other collateral - - - - - - -

LI Total 102 376 634 = 177 450 594 = = = =

a

Exposure value

Exposures to QCCPs (total)

1 542 218

Exposures for trades at QCCPs (excluding initial margin and default fund

77 110 527

contributions); of which

1 542 218

(i) OTC derivatives 77 110 %27

1 542 218

(ii) Exchange-traded derivatives -

(iii) sSFTs -

(iv) Netting sets where cross-product netting has been approved -

Non-segregated initial margin -

Prefunded default fund contributions -

Unfunded default fund contributions -

Segregated initial margin =

Non-segregated initial margin =

Exposures to non-QCCPs (total) _ & 759 329
Exposures for trades at non-QCCPs (excluding initial margin and default fund
. . . 17 235 807 € 759 329
contributions); of which
(1) OTC derivatives = =
(ii) Exchange-traded derivatives - =
(iii) SFTs - -
(iv) Netting sets where cross-product netting has been approved 17 235 807 € 759 329

Prefunded default fund contributions =

Unfunded default fund contributions =

Agence France Locale - Société Territoriale does not use the internal IRB rating approach. As such, it is not
affected by the publication of the EU CCR4 model - IRB approach - CCR exposures by exposure category and
PD scale.

Agence France Locale - Société Territoriale does not use credit derivatives. As such, it is not affected by the
publication of the EU CCRG6 - Credit derivative exposures model.

Agence France Locale - Société Territoriale does not use internal models. As such, it is not affected by the
publication of the EU CCR7 model - Flow statements of RWEASs relating to CCR exposures in the context of IMM.

XVII. Disclosure of exposure to securitizafion positions
Agence France Locale - Société Territoriale has no exposure to securitization positions.

As such, it is not concerned by the publication of this information.

XVIII. Disclosure of information on the use of the stondardized

approach andinternal models for market risk
Agence France Locale - Société Territoriale is not exposed to market risks.

As such, it does not publish the following tables:

o Table EU MR1: Market risk under the standardized approach
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XIX.

Table EU MRA: Qualitative disclosure requirements on market risk

Table EU MRB: Qualitative disclosure requirements for institutions using internal market risk models
Model EU MR2-A - Market risk under the Internal Models Approach (IMA)

Model EU MR2-B - Flow statements of RWEAs relating to market risk exposures under the IMA
Model EU MR3 - MAI values for trading books

Model EU MR4 - Comparison of VaR estimates with profit / loss

Disclosure of operafional risk

XX. Standardized approaches
Table EU ORA - Qualitative information on operational risk

Legal basis Row number

Article 435,
paragraph 1, points
a), b), ¢) and d), of (a)
the CRR.

Publication of risk management objectives and policies:

In order to best prevent the materialization of operational risks and the
consequences of their possible occurrence, Agence France Locale has an
internal control framework and risk management system. These systems aim to
ensure the identification, measurement and early treatment of operational risks.

These systems, which were built in compliance with best market practices,
involve regular assessment of risks and the effectiveness of controls to minimize
those risks and the implementation of an improvement/remediation action plan
where necessary.

The Management Board, through the Global Risk Committee, oversees the
operational risk and the action plans to be implemented to improve the system.

In accordance with regulatory requirements, the AFL Supervisory Board, assisted
by its Audit and Risk Committee, as well as the AFL-ST Board of Directors,
assisted by its Audit and Risk Committee, are informed of the essential elements
and the main lessons that can be drawn from the risk analysis and monitoring. To
this end, they are sent a report extracted from the reports of the Global Risk
Committee detailing the main risks and their treatment methods. It also receives
an extract from the internal control reports.

The systems are based on the four lines of defense of internal controls (business
lines — operational risk monitoring function — second-level permanent control —
periodic control).

Article 446 of the
CRR. (b)

Publication of approaches for the assessment of minimum equity capital
requirements:

AFL uses the Basic Indicator Approach (BIA) to assess minimum equity capital
requirements for operational risks.

Model EU OR1 - Operational risk equity capital requirements and risk-weighted exposure amounts

a b c d

Banking activities

approach (BIA)

Banking activities subject to basic indicator

Relevant indicator Own funds

Year—-2 Last year requirements

Year-3

13 788 93z 13 985 522 1€ 141 751

e

Risk exposure

amount

Banking activities subject to standardised (T3Sa)
/ alternative standardised (ASA) approaches

Subject to TSA:

Subject to ASA:

Banking activities subject to advanced

measurement approaches AMA
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XXI. AMA models
Agence France Locale - Société Territoriale does not use AMA models to calculate equity capital requirements for
operational risk.

In this respect, the parts of tables “EU ORA, rows ¢ and d” and “EU OR1” concerning the AMA method are not
provided.

XXIl. Disclosure of interest rate exposures for positions not heldin the
tradingbook

AFL uses the standardized method and the simplified standardized methodology for NPV sensitivity referred to in
Article 84, paragraph 1, of Directive 2013/36/EU.

Table EU IRRBBA - Qualitative information on interest rafe risks of non-frading book
activities

Row
number

Legal basis

Interest rate risk (IRRBB) corresponds to the potential loss caused by adverse

A description of how the institution | movements in market rates due to all of the bank's balance sheet and off-balance
(a) defines IRRBB for purposes of risk | sheet transactions. It materializes the risk incurred on the bank's results, in

control and measurement. particular via the Net Interest Margin (NIM), and on the economic value of its
equity in the event of a change in interest rates.

Article 448.1 (e),
first paragraph

To hedge against interest rate risk, AFL implements a quasi-systematic micro-
hedging policy for its debts and part of its assets (mainly loans and securities
making up the liquidity reserve) at a fixed rate. to convert them into floating rate
debt and assets using 3 month Euribor fixed/floating rate swaps. In addition to this

A description of the institution's central micro-hedging policy, there is a macro-hedging policy, in particular fixed-
(b) overall IRRBB management and rate loans for low unit amounts granted to local authorities. A few balance sheet Article 448.1 (f)

mitigation strategies. items (e.g., bonds and notes) are not subject to this variability through swaps
against 3-month Euribor: Current accounts, fixed-rate loans/securities in lieu of a
portion of equity...). The amounts allocated to these components are steered and
monitored monthly by the AL Committee, subject to the sensitivity of the NPV and
the sensitivity of the NIM.
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The periodicity of the calculation of
the institution's IRRBB measures,
and a description of the specific
measures that the institution uses to
gauge its sensitivity to IRRBB.

As part of interest rate risk monitoring, two main metrics are used:

1°) The Sensitivity of the Net Present Value (NPV) to various standard rate
shocks: the change in the rate curve impacts the economic value of the AFL. The
NPV is calculated by summing the discounted fixed rate flows of all assets and
liabilities except net equity. The sensitivity of the NPV represents the change in
economic value due to an immediate interest rate shock (parallel movements of
the curve, deformations such as steepening/flattening of the curve) in static view.
This metric is very sensitive to a change in long-term balance sheet positions and
is one of the indicators monitored monthly in ALCO.

2°) AFL monitors the sensitivity of the net interest margin to different rate
scenarios. This measure, calculated on a constant balance sheet basis, reflects
the impact of interest rate movements on the 12-month net interest margin. The
metric is monitored quarterly in ALCO.

To measure the interest rate risk, a 3rd metric is also monitored in ALCO: the fixed
rate gap which measures the difference between the assets and the liabilities
whose income is fixed for a given period of time so as to measure the refinancing
risk. and the replacement risk carried on the balance sheet. This gap is by nature
limited due to AFL's balance sheet variability policy, with the exception of a few
non-swap fixed rate exposures.

Finally, AFL is also exposed to a certain number of residual risks: the basis risk
induced by the use of different indexation references (Euribor 3Mois, Ester mainly)
and the fixing risk linked to the use of different fixing dates. Reports relating to
these 2 risks are monitored monthly by ALCo.

Article 448.1 (e) (i)
and (v); Article
448.2

A description of the interest rate
shock and stress scenarios that the
institution uses to estimate changes
in the economic value and in net
interest income (if applicable).

To estimate changes in economic value and net interest income, AFL uses
standardized rate scenarios as defined by IRRBB.

Article 448.1 (¢)
(i)
Article 448.2

A description of the key modelling
and parametric assumptions
different from those used for
disclosure of template EU IRRBB1
(if applicable).

Optional elements and in particular early repayments are not currently modeled,
given the lack of historical depth at this stage. In addition, customers wishing to
repay a loan before maturity must pay a penalty for early repayment equivalent to
the difference between the loan rate and the replacement rate on the market until
maturity applied to the remaining notionnal. In this, the AFL does not suffer any
loss in the event of early repayment.

Article 448.1 (&)
(ii);
Article 448.2

A high-level description of how the
bank hedges its IRRBB, as well as
the associated

accounting treatment (if applicable).

The strategy of variabilization of almost the entire balance sheet involves a
strategy of systematic micro-hedging of debts and part of the assets. In addition, a
macro-hedging strategy is deployed for fixed-rate loans of low unit amounts
granted to local authorities for which micro-hedging is too costly in order to
transform them into variable-rate loans on a 3-month Euribor reference as well as
for amortizing loans of the constant maturity type, given their characteristics and
loans with a tailor-made profile that cannot be swapped in compensation.

Article 448.1 (&)
(iv);
Article 448.2

A description of key modelling and
parametric assumptions used for the
IRRBB measures in template EU
IRRBB1 (if applicable).

The NPV (Net Present Value) of AFL is calculated by summing the discounted
fixed rate flows of all assets and liabilities except net equity, based on a 3-month
euribor swap curve. For non-scheduled balance sheet items, outflow agreements
are validated annually by ALCO. This mainly concerns nostri accounts and current
accounts at the Banque de France, for which the rate revision period is daily.

Article 448.1 (c);
Article 448.2
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As of 12/31/2022, the economic value of equity is relatively insensitive to parallel
he IRRBB measures and of their movements in the yield curve. Over the year 2022, the difference between the

1€ R easures and of the average duration of assets and that of liabilities has been reduced. The economic | Article 448.1 (d)
S|gn|f|cant variations since previous Y. i . .
disclosures value of equity is sensitive to a drop in short rates, due to the proportion of cash
on the balance sheet (liquidity constraints).

Explanation of the significance of

Any other relevant information
regarding the IRRBB measures
disclosed in template EU IRRBB1
(optional)

Disclosure of the average and
longest repricing maturity assigned
to non-maturity deposits

For AFL, unscheduled deposits correspond to nostri accounts or current accounts

at the central bank. For these assets, the rate reset period is defined as daily. Article 448.1(q)

a = d

Supervisory shock scenarios Changes of conomic value egquity

Current period Last period

1 Parallel up

2 Parallel down 0,B86% -3,76%
3 Steepener —-4,20% -3,55%
4 Flattener 4,30% 4,62%
S Short rates up 3,99% 5,50%
[ Short rates down -4,11% -5,67%

241



XXIII.Publication of information on the compensation policy
Table EU REMA - Compensation policy
Information on the bodies that supervise | The components of compensation and the criteria for determining them
compensation. . .

are presented to the Appointments, Remuneration and Corporate
Governance Committee and to the Supervisory Board of AFL in
accordance with the applicable provisions of the French Monetary and
Financial Code. The related information is specified in the AFL corporate
governance report.

Information on the design and structure | AFL's compensation policy is built in compliance with regulations, in
of e compensation system or particular with the French Monetary and Financial Code and the amended
Decree of November 3, 2014 on the internal control of companies in the
banking, payment services and investment services sector subject to
control by the ACPR.

The compensation policy applies to all employees of Agence France
Locale.

Agence France Locale’s compensation policy is based on six main
principles:

1. Compliance with regulations;

2. Alignment with the economic strategy, objectives, values and
long-term interests of Agence France Locale and, more broadly,
of the Agence France Locale Group;

3. Consistency with sound risk management and financial balances
and the strengthening of its financial base;

4. The ability to attract talent and involve them in the development
and sustainability of AFL, with a view to building employee loyalty;

5. Recognition of the key role of a compensation policy in employee
motivation in the banking sector;

6. Compensation policy and practice are based on the principle of
equal compensation for men and women workers for the same
work or work of the same value.

AFL has long-term objectives and specificities (bank, local sector, VSE).
Its compensation policy has been designed in line with AFL’s economic
strategy, objectives, values and long-term interests, which are the long-
term financing of the French local sector.

Talent is attracted on the basis of fixed compensation corresponding to
market standards for similar positions. AFL is a specialized lending
institution, composed of qualified people, recognized in their functions,
and whose image must enable local authorities to benefit from the
technical expertise of their pooled financing tool.

From 2021, AFL set up a profit-sharing scheme for all employees
excluding the Chairperson of the Management Board.

Variable compensation is a key element in a company. AFL implements a
policy that values the efforts made to serve the Company.

Description of the way in which current | Agence France Locale awards variable compensation based on the
and future risks are taken into account

(c) | inthe compensation process. The foIIowmg criteria:
information to be published includes an
overview of the main risks, their
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assessment and how this assessment
affects compensation.

a. Achievement of objectives set, individual and collective, quantitative
and qualitative;

b. The combined assessment of the individual's performance, the
department to which they belong and the performance and financial
trajectory of AFL as a whole;

c. Assessment of the need to comply with regulatory requirements and
best practices in terms of internal control, risk management and
compliance;

d. Performance measurement takes into account the risks taken or likely
to be taken by AFL, liquidity requirements and the cost of capital;

e. Depending on the performance and financial trajectory, the qualitative
and quantitative results obtained by AFL, the Management Board
sets a variable compensation package attributable for the year to all
employees.

Ratios between the fixed and variable
components of the compensation
defined in accordance with point g) of
Article 94, paragraph 1, of the CRD.

As part of its compensation policy, AFL caps each variable compensation
at 15% of the employee’s fixed salary.

Description of how the institution seeks
to link compensation levels to the
performance achieved during a
performance measurement period.

The limit on variable compensation to 15% of the fixed salary of each AFL
employee is a ceiling particularly low in the professions held by these
categories of employees in the banking sector. However, this amount
appears to be large enough to motivate the staff of Agence France Locale
to make the necessary efforts to benefit from it. If the maximum is paid,
this may correspond to more than a month and a half of annual salary.
This very limited cap aims to differentiate Agence France Locale from its
competitors, both private and public; it is a strong focus of professional
ethics which is one of the essential foundations of the Agence France
Locale Group’s creation.

This cap of 15% and the other factors to which the allocation of variable
compensation is linked does not encourage excessive risk-taking.

Description of how the institution seeks
to adjust compensation to reflect long-
term performance.

In accordance with the requirements of the regulations, for employees
having a significant impact on the Company’s risk and those having a
significant role, Agence France Locale sets up a deferred payment of
variable compensation in accordance with the provisions expressly
contained in their employment contract for those whose annual variable
compensation exceeds €50 thousand euros. To date, given the amount of
fixed salaries at AFL coupled with the limit of 15% for the variable salary,
this deferral will not be activated.

This deferred payment, adapted to the size and internal organization of
Agence France Locale as well as the nature, scope and complexity of the
activities carried out, takes the following form:

- The deferral is only triggered when the variable amount exceeds €50
thousand:;

- The amount of the variable compensation less than or equal to the
threshold of €50 thousand is paid at the beginning of year n+1,
subject to the employee’s presence in the AFL workforce on the date
of payment of the variable compensation;

- The variable amount above the €50 thousand threshold is deferred
and paid at the beginning of year n+2 and at the beginning of year
n+3, then at the beginning of year n+4 for 33% at each of these
financial years subject to the condition of the employee’s presence in
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the AFL workforce on the payment date of the variables for years n+1,
n+2 or n+3, n+4.
The population of individuals with an impact on risk and employees with a
significant role in AFL include:

- The Members of the Supervisory Board,

- The Members of the Management Board, namely the Chairperson of
the Management Board, the Chief Financial Officer and the Head of
Commitments and Risks, and Head of Membership and Credit,

- The Secretary General,

- The General Counsel,

- The Accounting Director,

- Head of Treasury and Short-Term Financing, Head of Long-Term
Financing in the Finance Department,

- The ALM manager,

- The Head of the Prudential and Financial Risks division,

- The Head of the Non-Financial Risks and Compliance division,

- The Head of the Commitments division in the Commitments and
Risks Department.

The description of the main parameters
and rationale for any variable-
component scheme and non-cash
benefits, in accordance with Article 450,
paragraph 1, point f), of the CRR.

The Agence France Locale Group does not grant any shares or options to
its employees or executives.

At the request of the Member State
concerned or the relevant competent
authority, the total compensation for
each member of the management body
or senior management.

These elements are presented in the AFL corporate governance report for
the AFL management body and in the AFL-ST corporate governance
report for AFL-ST’s management bodly.

Information on whether the institution
benefits from an exemption under Article
94, paragraph 3, of the CRD in
accordance with Article 450, paragraph
1, point k), of the CRR.

Due to the level of compensation granted to AFL, it benefits from an
exemption under b of Article 94, paragraph 3, of the CRD. All employees
and managers are concerned.

Large institutions publish quantitative
information on the compensation of their
collective management body,
distinguishing between executive and
non-executive members, in accordance
with Article 450, paragraph 2, of the
CRR.

AFL is not considered to be a large institution.
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Model EU REM1 - Compensation granted for the financial year

Number of identified staff 8 7 - 8
Total fixed remuneraticn 33 750 1 163 o022 - §25 773
Of which: cash-based 1 -

Of which: shares or equivalent ownership interests

xeod
remuneration

0f which: share-linked instruments or equivalent non-cash instruments

0f which: other instruments

(Mot applicable in the EU)

Of which: other forms

(Not applicable in the EU)

152 367
152 367

Number of identified staff

@
-

Total variable remuneratiocn

=
=l
4
"
o
'

Of which: cash-based

®

o

=

o

=
'

0f which: deferred 2% 73

Of which: shares or equivalent ownership interests

2 Of which: deferred
Variable

remuneraticn ) ) ) ) )
Of which: share-linked instruments or equivalent mon-cash instruments

Of which: deferred

of which: other instruments

0f which: deferred

0f which: other forms

Of which: deferred
Total remuneration (2 + 10) 152 500 1 381 137 - 1 078 140

Model EU REM2 - Special payments to staff whose professional activities have a significant impact on the
institution’s risk profile (identified staff)

Guaranteed variable remuneration awards

d variabl ion awards - Number of identified staff B 7 - 8

Guaranteed variable remuneration awards -Total amcunt - - - -

0f which guarantesd variable remunsration awards paid during the financial year, that are n - - - -

pay ded in previous periods, that have been paid out during the financial year

& pay = in previous periods, that have besn paid out during the financial

year - Number of identified astaff - - - -
pay = ded in previous periods, that have been paid out during the financial

year — Total amocunt - - - -

payments ded during the financial year
pay = during the financial year - Number of identified staff - N - =
pay = ded during the financial year = Total amount - - - -

0f which paid during the financial year - - - -

©f which deferred - - - -

0f which ssverance payments paid during the financial year, that are not taken into
account in the bonus cap - - - _

©f which highest payment that has been awarded to a single person - - - -
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Model EU REM3 - Deferred compensation

ats

Share-linked instruments or

117 746 €9 571 48 175 36 150

48 175

Model EU REMS5 - Information on the compensation of staff whose professional activities have a
significant impact on the institution’s risk profile (identified staff)

Total number of identified staff
Of which: members of the M8

2

]
783 837 |
110 067 |
673 770

1381137
%18 ‘.l '!.-
1163022 |

1381 137
218 115
1163 022

42 300

294 303 |

252003 |

Agence France Locale - Société Territoriale did not pay compensation of €1 million or more per financial year.
In this respect, the EU REM4 Model - Compensation of €1 million or more per financial year is not provided.

XXIV. Disclosure of encumbered and unencumbered assets
Model EU AE1 - Encumbered and unencumbered assets

153 119 512 26 470 125 1 695 137 932

Assets of the disclosing institution
26 470 125 26 470 125 26 470 125 26 470 125 555 €52 351 | 755 775 78a 5! L3 51 | 7715 a8
4 16% 12 408 169 408 16% 131
747 988 13 747 588
2 000 968 = 2 000 %63 -
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Model EU AE2 - Collateral received and own debt securities issued

Collateral received by the disclesing institutien 51 188 317 - - -

Loans on demand

Equity instruments

Debt securities

of which: covered bonds

of which: securitisations

of which: issued by general governments

of which: issued by financial corporations

of which: issued by non-financial corporations

Loans and advances other than loans on demand
Other collateral received 51 188 317 -
Own debt securities issued other than own covered bonds or

securitisations

Own covered bonds and securitisations issued and not yet pledged
TOTAL COLLATERAL RECEIVED AND OWN DEBT SECURITIES ISSUED

Model EU AE3 - Sources of asset encumbrance

securities lent

Carrying amount of selected financial
010 T 51 188 317 51 188 317
liabilities

Table EU AE4 - Additional descriptive information

Row
number

General descriptive information on asset encumbrance:

(@) | The only source of congestion is the payment of daily margin calls and initial margin calls to
derivative counterparties and clearing houses.

Descriptive information on the impact of the business model on asset encumbrance:
AFL’s business model requires all assets and liabilities of the institution to be hedged against
(b) | Euribor. The notional amount of derivatives is therefore significant. The residual position requiring the

encumbrance of assets (variation margin and initial margin) is relatively balanced due to the hedging
of both assets and liabilities.

247



XXV. Statement on the adequacy of the AFL Group’s risk
management systems

We certify the adequacy of the AFL Group’s risk management system and ensure
that the risk management systems put in place since the creation of the AFL are
appropriate, given the risk profile of the AFL Group and its strategy.

Yves Millardet
Deputy Chief Executive Officer of Agence France Locale - Société Territoriale
The Management Board of Agence France Locale
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