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OTHER RISKS

IN BRIEF

This section describes equity risks and other
risks not described in previous chapters.
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17.1 INVESTMENT RISK

The Group has limited appetite for financial shareholdings in
proprietary private equity operations. The types of acceptable private
equity operations chiefly involve:

= commercial support for the network through the private equity
business of the Group’s retail banking networks in France and
certain foreign subsidiaries;

shareholdings in innovative companies, either directly or through
private equity funds;

shareholdings in financial services companies such as Euroclear and
Crédit Logement.

Private equity investments are managed directly by the networks
concerned (the Group’s retail bank in France and foreign subsidiaries)
and are capped at EUR 25 million. Any investments above this
threshold must be approved by the Group Strategy Department based
on a file submitted by the Business Unit in conjunction with its Finance
Department. The file must set out arguments justifying an investment
of the allotted size, with details of:

= the projected outcome;

= the expected profitability based on the consumption of the
associated capital;

= the investment criteria (typology, duration, etc.);
= therisk analysis;

= the proposed governance.
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The Group’s General Management must approve the investment
amount if it exceeds EUR 50 million and must base its decision on the
opinion delivered by the Strategy Department, the Finance
Department, the General Secretary and the Compliance
Department. At least once a year, the relevant Business Unit must
submit a status report to the Strategy Department tracking the
operations and the use of the allocated investment amount.

Other private equity minority investments undergo a dedicated
validation process for both the investment and divestment phases.
They are approved by the Heads of the Business Units and the entities
concerned, by their Finance Department and the Strategy Department.
Approval must also be sought from the Group’s General Management
for amounts over EUR 50 million, and from the Board of Directors for
amounts exceeding EUR 250 million. These files are assessed by the
Strategy Department with the assistance of experts from the Services
Units and Business Units involved in the operation, comprising at least
the Finance Department, the General Secretary’s Legal and Tax
Departments and the Compliance Department. The assessment is
based on:

= areview of the proposed shareholding;

= the context of the investment and the reasons for going ahead with
it;

the structuring of the operation;

its financial and prudential impacts;

= an evaluation of the identified risks and the resources employed to
track and manage them.
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17.2 RISK RELATED TO OPERATING LEASING

ACTIVITIES

Risk related to operating leasing activities is the risk of management of
the goods leased (including the risk on residual value mainly, and risk
on the value of the repair, maintenance and tires to a lesser extent),
excluding the operational risk.

Residual value risk

Through its Specialized Financial Services Division, mainly in its
long-term vehicle leasing subsidiary, the Group is exposed to residual
value risk (where the net resale value of an asset at the end of the
leasing contract is less than expected).

RISK IDENTIFICATION

Societe Generale Group holds, inside its ALDA Business Units
(automobile leasing activity) cars on its balance sheet with a risk
related to the residual value of these vehicles at the moment of their
disposals. This residual value risk is managed by ALD Automotive
(ALDA).

The Group is exposed to potential losses in a given reporting period
caused by (i) the resale of vehicles associated with leases terminated in
the reporting period where the used car resale price is lower than its
net book value and (ii) additional depreciation booked during the lease
term if the expected residual values of its vehicles decline below the
contractual residual value. The future sales results and estimated
losses are affected by external factors like macroeconomic,
government policies, environmental and tax regulations, consumer
preferences, new vehicles pricing, etc.

17.3 STRATEGIC RISKS

ALDA gross operating income derived from car sales totaled EUR 747.6
million at 31 December 2022 versus EUR 437.7 million at 31 December
2021.

RISK MANAGEMENT

The residual value setting procedure defines the processes, roles and
responsibilities involved in the determination of residual values that
will be used by ALDA as a basis for producing vehicle lease quotations.

A Residual Value Review Committee is held at least twice a year within
each operating entity of ALDA. This Committee debates and decides
residual values, taking into account local market specificities,
documenting its approach, ensuring that there is a clear audit trail.

A central ALDA team dedicated to control validates the proposed
residual values prior to their being notified to the operating entities
and updated in the local quotation system. This team informs ALD’s
Group Finance Director and Risk Manager in case of disagreements.

Additionally, the fleet revaluation process determines an additional
depreciation in countries where an overall loss on the portfolio is
identified. This process is performed locally twice a year for operating
entities owning more than 5,000 cars (once a year for smaller entities)
under the supervision of the central team and using common tools and
methodologies. This depreciation is booked in accordance with
accounting standards.

Strategic risks are defined as the risks inherent in the choice of a given
business strategy or resulting from the Group’s inability to execute its
strategy. They are monitored by the Board of Directors, which
approves the Group’s strategic trajectory and reviews them at least
once a year. Moreover, the Board of Directors approves strategic
investments and any transaction (particularly disposals and
acquisitions) that could significantly affect the Group’s results, the
structure of its balance sheet or its risk profile.

Strategic steering is carried out under the authority of General
Management, by the General Management Committee (which meets
weekly without exception), by the Group Strategy Committee and by
the Strategic Oversight Committees of the Business Units and Service
Units. The composition of these various bodies is set out in the
Corporate Governance chapter of the Universal Registration
Document, Chapter 3 (see pages 69 and following). The Internal Rules
of the Board of Directors (provided in Chapter7 of the Universal
Registration Document, at page 652) lay down the procedures for
convening meetings.
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17.4 CONDUCT RISK

The Group is also exposed to conduct risk through all of its core
businesses. The Group defines conduct risk as resulting from actions
(or inactions) or behaviours of the Bank or its employees, inconsistent
with the Group’s Code of Conduct, which may lead to adverse
consequences for its stakeholders, or place the Bank’s sustainability or
reputation at risk.
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Stakeholders include in particular the clients, employees, investors,
shareholders, suppliers, the environment, markets and countries in
which the Group operates.

See also “Culture & Conduct programme” (see page 184 of the
Universal Registration Document).



