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II.

INTRODUCTION

In accordance with Circular 41/2016/TT-NHNN dated 30 December 2016 ("Circular 41"), BPCE
IOM Ho Chi Minh City Branch (referred to as "BPCE IOM" or the "Branch") diligently calculates
the risk-weighted assets and minimum capital requirement using the standard approach.
Circular 41 mandates the Branch to disclose specific information concerning the capital
adequacy ratio and risk management policy framework on a biannual basis.

The purpose of this disclosure, as stipulated by Circular 41, is to provide transparent
information to relevant parties, including investors, customers, partners, and regulatory
bodies. By presenting the Branch's capital status, asset valuation, and risk management
framework, this report enables an assessment of the Branch's capital adequacy and risk
management capacity.

The following disclosure adheres to the provisions of Circular 41 and pertains to the period
from 01 June 2022 to 31 December 2022. Throughout this report, the terms "capital
requirement" and "required capital" refer to the total minimum capital mandated by Article 6
of Circular 41, which is set at 8% of the risk-weighted assets and regulatory capital.

SCOPE OF DISCLOSURE

. Qualitative Aspect

The Branch is a foreign bank branch and does not calculate the consolidated capital adequacy
ratio but only calculates the Branch's capital adequacy ratio based on the Branch's audited
financial statements.

The disclosure of information on capital adequacy ratio as of 31 December 2022 is presented
in accordance with the guidance of Circular 41 at Appendix 05 Disclosure requirements,
including:

(1) Scope of measurement capital adequacy ratio calculation;

This section outlines the parameters and factors considered in the calculation of
the capital adequacy ratio.

(2) Equity capital structure;

Details regarding the structure of the Branch's equity capital, including its
composition and relevant components, will be provided.

(3) Capital adequacy ratio

- Qualitative aspect: information pertaining to the process of calculating the capital
adequacy ratio and the Branch's capital plan to maintain an adequate ratio;

- Quantitative aspect: details of capital adequacy ratio spreadsheets.
(4) Risk management framework

The risk management framework implemented by the Branch for credit risk,
operational risk, and market risk. This framework ensures comprehensive risk
mitigation strategies and regulatory compliance.
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2. Quantitative Aspect

The Branch must regularly maintain a capital adequacy ratio (CAR) determined based on the
Branch's financial statements of at least 8%, which is determined by the following formula:

C

CAR =
RWA +12,5(K o +K )

x100%

Where:

- C: Owners’ equity;

-  RWA: Risk-weighted assets;

- Kor: Regulatory capital for operational risk;
- Kwmr: Regulatory capital for market risk.

The Branch's financial statements serve as the basis for calculating the capital adequacy ratio,
enabling a quantitative assessment of the Branch's capital strength and risk exposure.

It is worth noting that these disclosures aim to provide a comprehensive understanding of the
Branch's capital adequacy, risk management practices, and their compliance with Circular 41
guidelines.

III. COMPOSITION OF THE OWNER'’S EQUITY
1. Qualitative Aspect

The Branch's equity capital includes Tier 1 capital and Tier 2 capital minus deductions specified
in Appendix 01 of Circular 41:

- Tier 1 capital: Own capital basically represents the capital capacity of the Branch including
allocated capital, reserve fund for supplementing charter capital and undistributed profit.
As of 31 December 2022, the Branch did not incur any deductions from Tier 1 capital.

- Tier 2 capital: additional capital including other reserve funds, 80% of general provision
according to regulations on classification of assets, and other factors. As of 31 December
2022, Tier 2 capital only includes 80% general provision and no deductions.

2. Quantitative Aspect

The equity structure of the Branch as of 31 December 2022 is presented in the following table:

Unit: million VND

ITEM 31/12/2022 30/06/2022
TIER 1 CAPITAL (A) = (A1) - (A2) 1,103,233 1,089,800
Breakdown of Tier 1 Capital (A1) = Y1+5 1,103,233 1,089,800
(1) Contributed capital 1,806,796 1,784,797
(2) Reserved fund for charter capital supplement 23,175 22,893
(3) Investment fund for operation development - -
(4) Investment in capital construction, procurement of fixed assets - -
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IV.

(5) Undistributed profit (Retained Earning) (726,738) (717,890)
Deduction from Tier 1 Capital (A2) = X6+7 - -
(6) Accumulated loss - -
(7) Credits for capital contribution, share purchase at other credit ) )
institutions
TIER 2 CAPITAL (B) = B1 - B2 - (13) 58,586 55,949
Breakdown of Tier 2 Capital (B1) = ¥8+<10 58,586 55,949
(8) Financial reserved fund 44,550 44,008
(9) 80% of general provision in accordance with regulations of the State
Bank on classification of assets, level, and method of setting up risk
- ) . . R 14,035 11,941
provision and use of risk provision applicable to credit institutions,
foreign bank branches
(10) Secondary debts issued, concluded by the banks that fully meet ) )
conditions:
Deduction from Tier 2 Capital (B2) = (11) + (12) + (13) - -
(11) Positive difference between total of the amounts in entries10 and ) )
1.25% of “Total risk-weighted assets” as regulated in Appendix 2.
(12) The positive difference among the amounts in the Item (10) and 50% ) )
of A (Tier 1)
(13) Purchase, investment in secondary debts issued by other credit
institutions, foreign bank branches which are eligible for being
recorded to tier 2 capital of such credit institutions, foreign bank - -
branches (excluding secondary debts which are taken as collateral,
discount, rediscount of the customers).
(14) The positive difference between (B1- B2) and A - -
OWNER'S EQUITY (C) = (A) + (B) - (14) 1,161,819 1,145,749

CAPITAL ADEQUACY RATIO

Qualitative Aspect

The Branch has established a comprehensive framework for calculating the Capital Adequacy
Ratio (CAR) in accordance with Circular 41. This framework includes the development of a
monthly calculation tool and the issuance of regulations governing the management and
calculation of the CAR. These regulations define the responsibilities and authority of
stakeholders involved in inputting, calculating, reviewing, and reporting the capital adequacy

ratio and early warning thresholds.

The capital adequacy ratio calculation process consists of the following steps:

- Collecting and consolidating necessary data for the calculation process;

- Calculating the capital adequacy ratio using the prescribed method; and

- Checking the results, generating reports, and storing the information.

To ensure compliance with the minimum capital adequacy ratio requirements outlined in
Circular 41, the Branch has implemented an internal control threshold of 11%. If the Branch's
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capital adequacy ratio falls below this threshold, the Risk and Compliance Department will
report to the Asset and Liabilities Committee and the Branch's Management. This allows for
discussion and timely decision-making on appropriate actions, considering the Branch's risk
appetite and the regulations of the State Bank of Vietnam.

In situations where the allocated capital is insufficient or there is a need for additional capital

injection, the Management of the Branch will report to the Head Office for resolution.

. Quantitative Aspect

The capital adequacy ratio of the Branch as of 31 December 2022 is presented in the following

table:

Unit: million VND
ITEM 31/12/2022 | 30/06/2022
(1) Own equity = (1.1) + (1.2) - (1.3) 1,161,819 1,145,749
(1.1) Tier 1 capital 1,103,233 1,089,800
(1.2) Tier 2 capital 58,586 55,949

(1.3) Items deductible from equity
(2) Credit risk weighted assets = (2.1) + (2.2) 3,591,622 3,291,964
(2.1) Credit risk weighted assets 3,588,760 3,286,100
(2.2) Counterparty risk weighted assets 2,862 6,213
(3) Market risk weighted assets = }(3.1)+(3.5) - -
(3.1) Interest rate risk - -
(3.2) Stock price risk - -
(3.3) Commodity price risk - -
(3.4) Foreign exchange risk - -
(3.5) Option transaction risk - -
(4) Operational risk weighted assets = (4.1) + (4.2) + (4.3) 13,285 6,275
(4.1) IC indicator 11,364 5,152
(4.2) SC indicator 1,402 779
(4.3) FC indicator 519 344
(5) Total risk weighted assets {=(2)+12.5*%[(3) + (4)]1} 3,604,907 3,298,238
(6) Capital adequacy ratios (CAR) (=(1)/(5)) 30.92% 33.99%
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V.

CREDIT RISK

1. Qualitative aspect

a.

Credit risk management policy

The credit risk management policy of BPCE IOM - HO CHI MINH CITY BRANCH is an integral
part of its overall Risk Policy. This policy is developed in compliance with local regulations
and aligns with the risk policies and approval scheme delegated by the Head Office. It
establishes the principles and framework for credit risk management activities, including:

- Close supervision of the Branch's management through various committees;

- Implementation of a three lines of defense model, ensuring effective risk identification,
measurement, monitoring, and reporting;

- Adoption of a credit process that aligns with the Branch's credit risk appetite and
strategy;

- Implementation and management of systems and models to measure credit risk,
following industry best practices.

Internal credit rating system

The Branch utilizes an internal credit rating system known as the ONI tool to periodically
assess the risk level of customers or when necessary. Credit ratings derived from this
system serve as a basis for credit approval and credit quality management within the
operational scope of the Bank.

Additionally, when information is available, the Branch considers the risk coefficients for
claims to financial institutions by incorporating the rating results of three independent
credit rating agencies: Moody's, Standard & Poor's, and Fitch Rating.

Measurement, monitoring, and supervision

The Branch maintains a comprehensive approach to measuring, monitoring, and
supervising credit risk throughout the lifecycle of credit transactions. This includes review,
appraisal, and approval processes, ensuring compliance with applicable laws and
regulations. The credit risk management strategy is strictly followed to minimize the total
credit risk associated with the Branch's operations.

To optimize profits and control risks, the Branch sets relevant limits, especially for sectors
with higher risk, in line with internal regulations and current regulatory requirements. This
approach also aims to mitigate concentration risk inherent in the Branch's credit portfolio.

The Branch establishes mechanisms for information exchange on credit risk management,
facilitating communication among different levels and departments. This ensures that
individuals at all levels and relevant departments are fully informed, aware of credit risk
management policies, procedures, and objectives.

The Risk & Compliance Department oversees the second level of credit risk controls within
the Branch, while Compliance and Permanent Control of BPCE IOM at the Head Office level
ensure the oversight and follow-up of the Branch's periodic internal control supervision.
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Credit risk controls are included in the annual control plan established by the Branch and
validated by the Head Office.

d. Credit risk mitigation

The Branch employs various policies and methods to mitigate credit risk in its business
operations. One such method is the utilization of collateral. Collateral is required to comply
with the provisions of the law on security transactions, ensuring the independence,
reliability, and value of assets. This approach aims to protect the Branch's interests in the
collateralized assets.

2. Quantitative aspect
a. Assets on the balance sheet subject to credit risk weight

Unit: million VND

31/12/2022 30/06/2022
BALANCE- OFF-BALANCE SHEET BALANCE- OFF-BALANCE SHEET
SHEET SHEET
ITEM
CREDIT CREDIT
AMOUNT AMOUNT CONVERTED AMOUNT AMOUNT CONVERTED
AMOUNT AMOUNT
Cash & Cash equivalence - - - - - -
Claims on State Bank 83,027 - - 28,517 - -
1,668,640
Claims on financial institutions 1,941,301 - - - -
Claims on corporate clients 2,346,396 - - 2,244,908 - -
Claims on Other assets 35,659 - - 27,471 - -
Off-balance items - 36,405 9,840 - 39,637 14,683
TOTAL 4,406,383 36,405 9,840 | 3,969,536 39,637 14,683

b. Claims on financial institutions

Unit: million VND

31/12/2022 30/06/2022
Classification Credit- Credit risk Credit risk
Credit rating risk Amount weight Amount weight
weight value value
From AAA to AA- 20% 7,253 1,451 2,704 541
Claims on overseas From A+ to BBB- 50% 1,901,667 950,834 1,417,274 708,637
financial institutions From BB+ to B- 100% _ _ _ _
(shorter than 3 months)
Below B- or 150% ) )
unrated - -
From AAA to AA- 10% - - - -
Claims on domestic From A+ to BBB- 20% - - 139,850 27,970
financial institutions
(Shorter than 3 months) From BB+ to BB- 40% 30,670 12,268 107,339 42,936
From B+ to B- 50% 1,710 855 1,473 736
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Below B- and 150% _ _
unrated - -
TOTAL 1,941,301 965,407 1,668,640 780,820
c. Credit quality of assets
Unit: million VND
31/12/2022 30/06/2022
ITEM PERFORMING PERFORMING
NON-PERFORMING EXPOSURE NON-PERFORMING EXPOSURE
Claims on financial institutions - 1,941,301 - 1,668,640
Claims on corporate clients 35,605 2,310,791 35,605 2,209,303
Off-balance items - 36,405 - 39,637
TOTAL 35,605 4,288,497 35,605 3,917,580
d. Credit risk mitigation
Unit: million VND
31/12/2022 30/06/2022
Item Credit- With Amount of Credit- With Amount of
converted converted
collaterals collaterals collaterals collaterals
exposure exposure
Total exposure 2,442,582 561,432 136,449 2,336,442 489,253 99,072

e. Assets with credit conversion factors (CCF) and credit risk mitigants (CRM)

Unit: million VND

Before CCF and CRM After CCF and CRM Credit risk weighted assets
HTEM Balance sheet Off-balance Balance sheet Off-balance Amount %
sheet sheet
Claims on financial institutions 1,941,301 - 1,941,301 - 965,407 49.73%
Claims on corporate clients 2,310,791 36,405 2,310,791 9,840 2,569,891 109.49%
Bad debts 35,605 - 35,605 - 17,803 50.00%
Cash & Cash at SBV 83,027 - 83,027 - - 0.00%
Other assets 35,659 - 35,659 - 35,659 100.00%
TOTAL 4,406,383 36,405 4,406,383 9,840 3,588,760 81.4%

Date of report: 30/06/2022

Unit: million VND

Before CCF and CRM After CCF and CRM Credit risk weighted assets
TTEM Balance sheet Off-st;‘a;I:tnce Balance sheet Off;l:‘a::tnce Amount %
Claims on financial institutions 1,668,640 - 1,668,640 - 780,820 46.79%
Claims on corporate clients 2,244,908 39,637 2,244,908 14,683 2,460,007 110.80%
Bad debts 35,605 - 35,605 - 17,803 50.00%
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Cash & Cash at SBV 28,517 - 28,517 - - 0.00%
Other assets 27,471 - 27,471 - 27,471 100.00%
TOTAL 4,005,141 39,637 4,005,141 14,683 3,286,100 82.56%
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f.

Assets per credit risk weight

Date of report: 31/12/2022

Unit: million VND

Total risk
it risk )
c':::t :ts 0% 20% 40% 50% 60% 80% 90% 95% 100% 110% 120% 140% 150% 160% 200% weighted
9 assets
Exposure
on financial
institutions 7,253 30,670 1,903,377 1,941,301
Exposure
on
corporate
clients - - 47,277 121,307 400,534 - 367,497 - 67,169 699,774 475,461 66,004 15,852 50,145 2,311,019
Bad debts 35,605 35,605
Cash and 83,027
claims on
SBV 83,027
Other
assets 35,659 35,659
TOTAL 83,027 7,253 30,670 1,986,259 121,307 400,534 - 367,497 35,659 67,169 699,774 475,461 66,004 15,852 50,145 4,406,611
Date of report: 30/06/2022
Unit: million VND
Credit risk Total risk
weight 0% 20% 40% 50% 60% 80% 90% 95% 100% 110% 120% 140% 150% 160% 200% weighted
9 assets
Exposure
on financial
institutions 142,554 107,339 1,418,747 1,668,640
Exposure
on
corporate
clients - - 35,300 54,596 426,647 18,550 423,361 - 115,519 603,587 485,244 53,420 15,723 6,695 2,238,642
Bad debts 35,605 35,605
Cash and
claims on
SBV 28,517 28,517
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Other
assets

27,471

27,471

TOTAL

28,517

142,554

107,339

1,489,652

54,596

426,647

18,550

423,361

27,471

115,519

603,587

485,244

53,420

15,723

6,695

3,998,875
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VI.

g. Assets per sector

Unit: million VND

31/12/2022 30/06/2022
Sector Exposure to Total credit risk Exposure to Total credit risk
credit risk weight credit risk weight
weight 9 weight 9
Adm.lnlstratlve activities and support 25,921 36,290 28,160 39,424
service
Agriculture, forestry, and aquaculture 56,750 79,450 7,719 10,806
Commerce and retail; repairing motor
vehicle, motorcycle, motorbike, family, 584,140 671,202 558,574 599,910
and individual belongings
Dlstrlbu.tlon of water; management and 3,880 4,269 16,782 18,460
processing of waste, water waste
Financial, banking, insurance activities 1,941,301 965,407 1,668,640 780,820
Processing industry 1,643,049 1,776,753 1,656,033 1,805,021
Scientific and technological activities 32,884 19,730 6,980 4,188
Others 35,659 35,659 55,988 27,471
TOTAL 4,323,584 3,588,760 3,998,875 3,286,100
OPERATIONAL RISK
Qualitative Aspect
Operational procedures are set up and implemented at all operational departments to

formalize and standardize the daily workflow. In addition, the records of all transactions
incurred are centralized and saved by a dedicated core banking system.

For operational risk management, Risks and Compliance Department is set up and dedicated
for strengthening internal control (to be specific, 2" line of defense) and implementing
training programs on legal knowledge and business operations.

The department also put in place necessary operational risk management tools (in line and
with the support of the Head Office) to more effectively identify, measure, monitor, control,

and report material risks.

a. Organizational structure for operational risk management

Operational risk management applies to all departments of the Branch, including the front
office (i.e., Corporate Banking Department, Treasury Department, etc.), back office (i.e.,
operational departments/functions), as well as supporting departments.

- Branch Management:
overall risk oversight.

- Risk Committee:

Reviews and addresses

The highest managing and supervisory body responsible for

issues and activities related to risk

management, including operational risk. The Compliance function is responsible for
strengthening awareness of regulatory compliance, while the Risks function focuses
on increasing awareness of operational risk management.
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- Audit Department: Responsible for conducting regular inspections to assess the
effectiveness of operational risk management practices.

Scope and features of operational risk report management mechanism

The Branch maintains a robust reporting mechanism for operational risks, ensuring prompt
identification and response to major risk exposures that may impact the Branch's financial
stability or normal operations. Key features of the operational risk reporting mechanism
are as follows:

- Risks and Compliance Department receives timely reports on major risk exposures and,
if necessary, escalates them to regulators for appropriate actions. The Head of
Compliance is responsible for reporting any violations of laws.

- Regular disclosures on operational risks, risk information, and significant issues are
made by the Risks & Compliance Department in periodic meetings with the Risk
Committee, Assets and Liabilities Management Committee, Steering Committee, and
Branch Management.

- The Branch employs a self-evaluation system for key risk indicators, with periodic
reporting of the results to the Branch Management and Head Office.

Policies and strategies for operational risk mitigation

To mitigate operational risks, the Branch implements policies and strategies tailored to
the severity and frequency of operational risk events. Key measures include:

- Risk Avoidance, Transfer, Control, and Absorption: For risks with high frequency and
severity, the Branch may reduce risk exposure, discontinue certain business activities,
or transfer risks through appropriate insurance or outsourcing arrangements.

- Real-Time Risk Detection: Risks with high frequency and low severity are addressed
through regular internal self-checks, client knowledge, and staff training. This
facilitates the timely detection of potential risks and the implementation of appropriate
mitigation measures.

- Absorption of Low-Frequency, Low-Impact Risks: Operational risks with low frequency
and low severity are absorbed into operational expenses, minimizing their impact on
the Branch's financials.

- Strengthened Internal Controls and Staff Training: Operational risks arising from
business activities are mitigated through enhanced internal controls, ongoing risk
monitoring, and comprehensive staff training programs.

2. Business Continuity Plan (BCP)

a.

Planning for impact

The Business Continuity Plan (BCP) of the Branch takes into account various scenarios
that may disrupt normal operations. These scenarios include loss of premises, loss of IT
data/services, loss of staff, loss of external suppliers, and other emergency disasters. The
BCP outlines the following measures:
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- Loss of Premises: In the event the main operational location becomes inaccessible, the
BCP includes a backup site with minimum working conditions, including system
infrastructure and staffing, for continuity of operations. Additionally, staff members
can work remotely using secure internet connections if required.

- Loss of IT Data/Services: The BCP considers different levels of IT disruptions, such as
power outages, loss of main and backup leased line connections, and total loss of
regional connectivity. The Branch has limited uninterruptible power supply (UPS)
installations to mitigate power outages. Backup data centers and alternate leased line
connections ensure access to essential systems. Based on the severity of the disruption,
critical staff members may be relocated to the backup site or alternative arrangements
can be made with the assistance of the Head Office.

- Loss of Staff: Due to the relatively small size of the Branch, the absence of staff can
significantly impact business continuity. The BCP incorporates two types of backup
plans. Temporary or contracted staff can be hired locally, or assistance can be sought
from the Head Office to ensure the continuation of critical operations.

- Loss of External Essential Suppliers: The Branch relies on outsourcing to maintain
operational efficiency. The Risks and Compliance Department is responsible for
monitoring essential services and providers to mitigate the impact of any disruptions.

- Other Emergency Disasters: The BCP acknowledges the possibility of unforeseen
emergency situations and provides flexibility in response. The Branch will respond to
such situations based on the specific circumstances and implement appropriate
measures.

BCP activation measures

The BCP recognizes that not all crises require full activation. Activation measures are
categorized based on the accessibility of the main office premises/infrastructure: when
they remain accessible, when they are no longer accessible, or when they are partially
accessible. Detailed measures are established within each category to guide the activation
of the BCP.

Recovery procedure

The recovery procedure depends on the extent of damage to the Branch's premises and
is divided into two categories:

- If the premises are damaged but remain partially available, temporary restoration
efforts are conducted to ensure the provision of functional customer services.

- If the premises are significantly damaged, the disaster recovery site is activated to
provide operational continuity. Concurrently, the Branch makes efforts to restore the
original business premises.

Communication procedure

During a disaster, the Branch Management maintains constant communication with the
Head Office for consultation and consent regarding disaster handling and resolution.
Official notices are issued to clients and the public, providing information about the
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disaster situation, anticipated business suspension period, tentative operation restoration
date, or alternative operation plans during the suspension period. Timely communication
ensures the best interests of the Branch and its customers.

e. Management of important records

BCP documentation and other critical information are stored in the disaster recovery site.
All important records are preferably stored using the best-available technology system.
Backup copies are regularly checked and restored to prevent loss, damage, or destruction.

f. Training, awareness, and testing

The Branch carries out training and awareness programs in one or more of the following
forms: BCP walkthroughs, briefings, access to shared BCP documents and participation in
BCP tests.

BCP should be tested at least once a year in view of new developments such as new
regulations, products, systems. It is important that all staff members participate in the
drill. The tests can be conducted as a single test or as a combination of some scenarios,
subject to the decision of the Branch Management from time to time. After a test is
completed, an assessment report should be prepared and sent to the Branch Management
as well as the Head Office.

g. Regular update

If the BCP is activated, then a report should be conducted right after the operation has
been resumed back to normal. Recommendations and action plans should be incorporated
in the plan and followed up by Risks and Compliance Department.

3. Quantitative aspect

Date of report: 31/12/2022
Unit: million VND

Year Interest cost Service cost exc::;egigr::ost Business index
Q4/2020 72,006 7,432 3,903 83,341
Q4/2021 64,113 12,127 4,892 81,132
Q4/2022 91,159 8,487 1,578 101,224
Capital requirement for operational risk (Kor) 13,285

Date of report: 30/06/2022
Unit: million VND

Year Interest cost Service cost exclr:\:;egigilost Business index

Q2/2020 34,065 4,290 2,816 41,171
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VII.

Q2/2021 32,852 4,201 2,356 39,409
Q2/2022 36,127 7,080 1,708 44,915
Capital requirement for operational risk (Kor) 6,275

MARKET RISK

1. Qualitative aspects

a.

Strategies and processes for market risk of the Branch

The Branch's market risk management strategy aims to achieve risk diversification and
prudent evaluation while maintaining a balanced approach between risk and return. The
Risk Policy outlines market risk management policies, authorization guidelines, risk
management measures, and internal controls for financial derivatives and investments.
These policies and guidelines are implemented as necessary based on the Branch's
business activities and requirements.

Market risk management is primarily the responsibility of the Treasury Department, acting
as the first-line defense, and the Risks and Compliance Department, serving as the
second-line defense. The Treasury Department monitors and manages market risks based
on approved transactions and limits, as well as the loss tolerance for financial instruments
set by the Head Office.

Any instances of overruns, exceptions, or major events are promptly reported to the
Branch Management for necessary action.

Structure and organization of market risk management function

The Treasury Department is responsible for organizing the funding of the Branch and
primarily offers limited products to customers, focusing on currency exchange and FX
hedging. They ensure the availability of appropriate funding to support the Branch's
operations.

The Risks and Compliance Department conducts daily ex-post monitoring of market risks,
ensuring compliance with established controls. The department regularly reports the
monitoring results to the Branch's Management and Head Office. They highlight any
instances where ratios approach internal thresholds or breaches occur, allowing for timely
action and remediation.

The Risk Committee oversees the implementation of risk management policies, assesses
risk management mechanisms for new businesses, and ensures adherence to risk
management guidelines. The Assets and Liabilities Management Committee, reporting to
the Branch Management, reviews the Branch's market risk limits and activities to ensure
alignment with the overall risk strategy.

Summary of the business strategy

The Branch does not currently engage in proprietary trading activities. The business
strategy focuses on serving customers through essential offerings such as currency
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exchange and FX hedging. The Branch's market risk management framework is designed
to support this strategy by mitigating risks associated with these activities and maintaining
a balanced risk profile.

Overall, the Branch's market risk management approach emphasizes prudent evaluation,
risk diversification, and adherence to established policies and controls. The collaboration
between the Treasury Department, Risks and Compliance Department, Risk Committee,
and Assets and Liabilities Management Committee ensures effective oversight and
management of market risks within the Branch.

. Quantitative aspects

Regulatory capital for market risk (Kmr) shall be determined according to the following formula:

Kmr = Kirr + Ker + Krexr + Kemr + Kort

Where:

Kirr: Regulatory capital for interest rate risk, except options;

Ker: Regulatory capital for equity risk, except options;

Kexr: Regulatory capital for foreign exchange risk (including gold), except options;
Kcmr: Regulatory capital for commodities risk, except options;

Kort: Regulatory capital for options.

The Branch does not incur activities of interest rate risk, stock price risk, commodity price
risk, and option transactions.

Capital for the foreign exchange risk is only required should the net foreign exchange position
is 2% greater than the owner’s equity. As of 31 December 2022, the net foreign exchange
position of the Branch is 2% less than the owner’s equity then.

Validated by the legal representative
General Manager

(signed)

Philippe Lafue
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