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INTRODUCTION

The purpose of Pillar 3 — market discipline, is to complement the minimum capital requirements (Pillar 1) and the supervisory
review process (Pillar 2) with a set of disclosures completing the usual financial disclosures.

The Basel reform measures (known as Basel IIl), strengthen the ability of banks to withstand economic and financial shocks of
all kinds by introducing a series of regulatory provisions. The content of this reform was transposed into European law in
Directive 2013/36/EU (CRD) and Regulation (EU) No. 575/2013 of June 26%™ ,2013 (CRR), supplemented in June 2019 by
Directive (EU) No. 2019/878 (CRD 5) and Regulation (EU) No. 2019/876 (CRR 2), which together constitute the corpus of texts
known as “Basel I11”.

In application of article 13 of the CRR, BNP Paribas Fortis (hereinafter also referred to as the ‘Bank’) is considered as a
“significant subsidiary”. Being part of the Group BNP Paribas, BNP Paribas Fortis is not subject to a full reporting concerning
the Pillar 3 disclosures but can limit its disclosures to the ones required by specific articles of the CRR. These disclosures include
quantitative and qualitative information on the capital structure and on the capital requirements. Information on the
remuneration policies is also provided.

The information presented in this document, along with the Additional Pillar 3 disclosures, reflects the entirety of the risks
carried by BNP Paribas Fortis on a consolidated basis. It provides a comprehensive description of BNP Paribas Fortis’ Risk
Management organisation and a quantitative and qualitative overview of BNP Paribas Fortis’ risk exposure at year-end 2022.

The Additional Pillar 3 disclosures at year-end 2022 of BNP Paribas Fortis are also available under the following link:
https://www.bnpparibasfortis.com/investors/financial-reports .

BNP Paribas Fortis’ risk measures are presented according to the Basel lll principles under the prudential scope of consolidation.
These risks are calculated using methods approved by the banking regulator, i.e. the National Bank of Belgium (NBB) and the
European Central Bank (ECB), and are measured and managed as consistently as possible with the BNP Paribas risk
methodologies.

Further details on the BNP Paribas Group’s approach to the measuring and managing of risks resulting from banking activities
can be found in the Universal Registration Document and Annual Financial Reports of BNP Paribas under the following link:
https://invest.bnpparibas.com/en/registration-documents-annual-financial-reports.

The format and references of the Pillar 3 tables meet the various technical standards published by the European Commission
and European Banking Authority which aimed at improving the comparability of information published by the institutions. All
amounts in the tables of the Pillar 3 report are denominated in millions of euros, unless stated otherwise.

Attestation

I, the undersigned Pierre Bouchara, Chief Financial Officer (CFO) of BNP Paribas Fortis, confirm that, after having taken all
reasonable measures, the information included in this disclosure complies to my knowledge to all requirements set out in part
8 of Regulation EU n° 2019/876 (CRR2).

Brussels, the 12t of April 2023.
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1. RISK MANAGEMENT ORGANISATION

1.a. Mission and organisation

Risk management is key in the banking business. At BNP Paribas Group, operating methods and procedures throughout the
organisation are geared towards addressing risks effectively. The entire process is supervised primarily by the RISK department,
which is responsible for measuring and controlling risks at Group level. RISK is independent from the Core Business divisions,
Business Lines and territories and reports directly to Group Executive Management.

The guiding principles of the mission and organisation of BNP Paribas Fortis’ RISK department are aligned:
= with the mission of BNP Paribas RISK namely to:
= advise the Bank’s management on risk appetite and policy;

= provide a ‘second pair of eyes’ so that risks taken by the Bank are aligned with its policies and are compatible
with its profitability and solvency objectives;

= report to and alert Bank management, Core Business division heads and the special committee of the Board of
directors on the status of the risks to which the Bank is exposed;

= ensure compliance with banking regulations in the risk area, in liaison with other relevant group functions.
= and with its organisational principles:

= asingle integrated RISK entity, which is responsible for risk aspects across all businesses;

= independent from business—line management;

= organised with local and global reporting lines (matrix principle).

The BNP Paribas Fortis RISK department was integrated into the BNP Paribas RISK function in November 2009. The Chief Risk
Officer (CRO) of BNP Paribas Fortis is a Member of the Executive Board and also has a reporting line to the BNP Paribas Head
of RISK Domestic Markets. The CRO has no hierarchical link to the heads of businesses or heads of countries. This structure is
designed to:

= ensure objective risk control;
= ensure that swift, objective and complete information is provided in the event of increased risk;
= maintain a single set of high-quality risk management standards throughout the Bank;

= ensure that the Bank’s risk professionals implement and further develop methods and procedures of the highest quality
in line with its international competitors’ best practices.

The CRO heads the various RISK functions:

=  RISK Enterprise Risk Architecture is responsible for the regulatory affairs, RISK analytics and modelling, RISK strategic
analysis, reporting and provisioning, RISK ALM — treasury and liquidity;

=  RISK CIB is tasked to provide full transparency and a dynamic analysis of market & counterparty risks to all BNP Paribas
Fortis businesses and is responsible for the management of credit risks on Financial Institutions, on Sovereigns and on
Corporates belonging to BNP Paribas Fortis CIB;

=  RISK Belgian Retail Banking is responsible for the management of credit risks arising from all Business Lines within the
perimeter of BNP Paribas Fortis (Retail & Private Banking Belgium, Corporate Banking excluding CIB);

= RISK Function COO is responsible for operational permanent control (ensuring second-line control of the RISK function and
of business continuity), the Risk Operating Office (coordinating the non-core support functions) and communication;

=  Tribe Risk & Credits is responsible for products, processes, IT assets and data related to credit and risk management;

= RISK IRC (RISK Independent Review & Control) is responsible for model risk management and the independent review of
models in the area of 1) credit risk, 2) market- and counterparty risk and 3) operational risk;

=  RISK ORM (Operational Risk Management) BNP Paribas Fortis Belgium provides reasonable assurance of the existence and
the efficient functioning of an operational permanent control framework within BNP Paribas Fortis in Belgium that meets
the supervisory requirements of BNP Paribas Fortis as well as those of BNP Paribas Group;
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=  RISK DPO (Data Protection Officer) is responsible for monitoring compliance with personal data privacy and protection
regulatory requirements.

Outside Belgium, alongside the existing local and global reporting lines, the CROs of companies that remain within the BNP
Paribas Fortis perimeter report to the CRO of BNP Paribas Fortis in order to ensure compliance with internal and external rules.

The key principle of the Bank’s overall risk governance (covering all risk types including credit risk, market risk, counterparty
risk, liquidity risk, operational risk, etc.) is the double-walled defence, as stated in the BNP Paribas Fortis Risk Policy that is
reviewed by the Executive Board, Audit and the Risk & Compliance Committee.

The primary responsibility for risk lies within the businesses (first line of defence), which are responsible for the approval,
monitoring and management of the risks arising from their activities.

The RISK function provides a ‘second pair of eyes’, helping to ensure that the risks taken by the Bank are compliant and
compatible with its policies; it represents the second line of defence in accordance with the mission stated above, contributing
strongly to joint decision making with the businesses and increasing the emphasis on risk monitoring and controls.

1.b. BNP Paribas Fortis Risk committees

= Risk Committee (RC): in accordance with article 27 of the Belgian Banking Law, BNP Paribas Fortis is required to set up a
separate risk committee to assist the Board of directors with risk related matters. Prior to the entering into force of the
Belgian Banking Law, the risk committee was part of the Audit, Risk and Compliance Committee (ARCC). The risk committee
shall, upon request of the Board of directors, assist (and make recommendations to) the Board of directors in all risk related
matters. In addition, several special competences of the risk committee are set forth in article 29 of the Belgian Banking
Law and are listed herewith: (i) risk tolerance, (ii) price setting and (iii) remuneration policy. More detailed information
can be found in the Annual Report under “Corporate Governance Statement”, point 2, “Governing bodies”.

= Central Credit Committee: the highest Credit Committee of BNP Paribas Fortis, which acts in line with the authority of the
delegations held by its members (CEO and Heads of Business Lines, together with the CRO and other senior Risk
representatives); it ensures that customer-level credit decisions are taken within the desired credit risk profile, the
formulated credit policies and the Bank’s legal lending limits.

= Capital Markets Risk Committee: defines and enforces the risk strategy, policies, methods and thresholds for capital
markets, including investment portfolios, at activity and transaction levels.

=  Risk Policy Committee: defines the risk profile at portfolio level, approves policies, reviews exposures and examines risks
in the light of market conditions, business strategy and profitability, and enforces risk decisions.

= Bank Asset and Liability Committee: manages the liquidity position of the Bank, interest rate risk and foreign exchange risk
in the Banking Book.

= Internal Control Committee (ICC): focuses on the management of the operational permanent control framework and the
management of operational risks and risks of non-compliance. The ICC allows operational entities and control functions
signalling and debating about the most significant operational risks, risks of non-compliance and weaknesses in the
permanent control framework.

= Provision Committee: makes final decisions on consolidated provisions and impairments.
= Exceptional Transactions Committee: validates and approves exceptional transactions.

=  New Activity Committee: validates and approves new activities and products, including any significant changes in current
activities.

BNP PARIBAS FORTIS PILLAR 3 DISCLOSURE 2022 -6-



2. RISK MEASUREMENT AND CATEGORIES

2.a. Risk measurement

Risk measurement is a crucial step in the risk management process.

To assess and measure risks, BNP Paribas Fortis uses several qualitative and/or quantitative methodologies. These range from
regular reporting on matters such as concentration and quantitative and qualitative portfolio overviews to more sophisticated
guantitative risk models for estimating internal risk parameters. The latter includes probability of default, loss given default,
exposure at default and expected loss (for credit risk) and Value at Risk (for market risk).

The development and review of these models, and their validation, are subject to Bank-wide standards in order to ensure
adequacy and consistency.

The monitoring of the observed risk parameters, stress tests and model-based expectations are then compared to a framework
of limits and risk guidelines.

Ultimately, all these risk measurements, together with stress tests, are then consolidated in risk dashboards, which provide a
general overview for senior management. These aggregation documents are intended to provide a basis for well-founded
decisions and are subject to on-going improvement.

2.b. Risk taxonomy

The risk categories reported below evolve in line with methodological developments at BNP Paribas and regulatory
requirements.

1. Credit and counterparty risk

Credit risk is the risk of incurring a loss on financial assets (existing or potential due to commitments given) resulting from a
change in the credit quality of the Bank's debtors, which may ultimately result in default. The probability of default and the
expected recovery on the loan or receivable in the event of default are key components of the credit quality assessment.

Credit risk is measured at portfolio level, taking into account correlations between the values of the loans and receivables
making up the portfolio.

Counterparty risk is the credit risk embedded in payments or transactions between counterparties. Those transactions typically
include bilateral contracts such as over-the-counter (OTC) derivative contracts, which expose the Bank to the risk of
counterparty default. The amount of this risk may vary over time in line with changing market parameters, which in turn
impacts the replacement value of the relevant transactions or portfolio.

2.  Market risk

Market risk is the risk of incurring a loss of value (or a loss of interest income in the case of interest rate risk due to banking
intermediation activities) due to adverse changes in market prices or parameters (rates), whether quoted in the market or not.

Quoted market parameters include, but are not limited to, foreign exchange rates, prices of securities and commodities
(whether listed or obtained by reference to a similar asset), prices of derivatives and other parameters that can be directly
inferred from them, such as interest rates, credit spreads, volatilities and implied correlations or other similar parameters.

Non-quoted parameters are those based on working assumptions such as parameters contained in models or based on
statistical or economic analyses, non-ascertainable in the market.

Liquidity is an important component of market risk. In times of limited or no liquidity, instruments or goods may not be tradable
or may not be tradable at their estimated value. This may arise, for example, due to low transaction volumes, legal restrictions
or a strong imbalance between demand and supply for certain assets.

The market risk relating to banking activities encompasses the risk of loss on equity holdings on the one hand, and the interest
rate and foreign exchange risks stemming from banking intermediation activities on the other hand.
3. Operational risk

Operational risk is the risk of incurring a loss due to inadequate or failed internal processes, or due to external events, whether
deliberate, accidental or natural occurrences. Management of operational risk is based on an analysis of the ‘cause-event-
effect’ chain.
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Internal processes giving rise to operational risk may involve employees and/or IT systems. External events include, but are not
limited to: floods, fire, earthquakes, terrorist attacks and health risks related to a pandemic such as the coronavirus outbreak.
Credit or market events such as default or fluctuations in value do not fall within the scope of operational risk.

Operational risk encompasses fraud, human resources risks, legal risks, non-compliance risks, tax risks, information system
risks, conduct risks (risks related to the provision of inappropriate financial services), risks relating to failures in operating
processes, including loan procedures or model risks, as well as any potential financial implications resulting from the
management of reputational risk.

4. Compliance and reputational risk

Compliance risk is the risk of legal, administrative or disciplinary sanctions, together with the significant financial loss that a
bank may suffer as a result of its failure to comply with all the laws, regulations, codes of conduct and standards of good
practice applicable to banking and financial activities, including instructions given by an executive body, particularly in the
application of guidelines issued by a supervisory body.

By definition, compliance risk is a sub-category of operational risk. However, as certain implications of compliance risk involve
more than a purely financial loss and may actually damage the institution's reputation, the Bank treats compliance risk
separately.

Reputational risk is the risk of damaging the trust placed in a corporation by its customers, counterparties, suppliers,
employees, shareholders, regulators and any other stakeholder whose trust is an essential condition for the corporation to
carry out its day-to-day operations.

Reputational risk is primarily contingent on all the other risks borne by the Bank.

5. Asset-liability management risk

Asset-liability management risk is the risk of incurring a loss as a result of mismatches in interest rates, maturities or nature
between assets and liabilities. Asset-liability management risk arises in non-trading portfolios and primarily relates to global
interest rate risk.

6. Liquidity and refinancing risk

Liquidity and refinancing risk is the risk of the Bank being unable to fulfil its obligations at an acceptable price in a given place
and currency.

7. Environmental risk

Environmental risks and, more particularly, those associated with climate change are a financial risk for the Bank. They may
affect it, either directly on its own operations, or indirectly via its financing and investment activities. There are two main types
of risks related to climate change: (i) transition risks, which result from changes in the behaviour of economic and financial
actors in response to the implementation of energy policies or technological changes; (ii) physical risks, which result from the
direct impact of climate change on people and property through extreme weather events or long-term risks such as rising
water levels or increasing temperatures. In addition, liability risks may arise from both categories of risk. They correspond to
the damages that a legal entity would have to pay if it were found to be responsible for global warming.

BNP Paribas Fortis discloses comprehensive and updated information about the bank’s Corporate Social Responsibility on its
corporate website (https://www.bnpparibasfortis.com/our-commitment) together with the publication of an annual
Corporate Social Responsibility report since 2015.

BNP Paribas Fortis contributes to the BNP Paribas Group’s strategic initiatives. More information is available in the chapter 7
of the BNP Paribas Group’s universal registration document (“Information concerning the economic, social, civic and
environmental responsibility of BNP Paribas”), in its “Task Force on Climate Disclosure (TFCD) report”, and on its corporate
website.
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3.CAPITAL ADEQUACY

3.a. Framework

As a credit institution, BNP Paribas Fortis is subject to regulatory supervision.

The Belgian Banking Act of April 25,2014 on the status and the supervision of credit institutions aligns the Belgian legislation
in accordance with the EU regulatory framework. The Capital Requirements Directive is the legal framework for the supervision
of credit institutions in all Member States of the European Union and is the basis of the Single Supervisory Mechanism (SSM),
composed of the European Central Bank (ECB) and the national competent authorities, such as the National Bank of Belgium
(NBB). The Capital Requirements Regulation (CRR) was published under reference number 575/2013 on June 26%,2013 in the
Official Journal of the European Union and is in force as of June 27" ,2013, while the supervised entities within its scope are
subject to it as of January 1%t,2014. The CRD and CRR have been amended by the European parliament and council on May 20"
,2019 (CRD V and CRR2).

As such BNP Paribas Fortis is supervised, at consolidated and statutory level, by the ECB and the NBB. BNP Paribas Fortis’
subsidiaries may also be subject to regulation by various supervisory authorities in the countries where these subsidiaries
operate.

Regulators require banks to hold a minimum level of qualifying capital under the 1st Pillar of the Basel Ill framework. Since
January 15,2014, BNP Paribas Fortis has been computing its qualifying capital and its risk-weighted assets under the CRR/CRD.

The NBB has granted to BNP Paribas Fortis its approval for using the advanced approaches for calculating the risk-weighted
assets under the Basel regulations: Advanced Internal Ratings Based Approach for credit and market risk and Advanced
Measurement Approach for operational risk.

Some subsidiaries of BNP Paribas Fortis have not received such approval and therefore use the Standardised Approach for
calculating risk-weighted assets.

3.b. Breakdown of regulatory capital

Quialifying capital for regulatory purpose is calculated at consolidated level based on IFRS accounting standards, taking into
account prudential filters and deductions imposed by the regulator, as described in the CRR/CRD IV and transposed into the
Belgian Banking Law published in April 2014.

The table below details the composition of the regulatory capital of BNP Paribas Fortis
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31 Decembe 31 Decembe
In millions of euros| 2022 2021

Common Equity Tier 1 (CET1) capital: instruments and reserves

Capital instruments and the related share premium accounts 11,905 11,905
Retained earnings 12,491 12,327
Accumulated other comprehensive income (and other reserves, to include unrealised gains and

losses under the applicable accounting standards) (2,654) (1,417)
Minority interests (amount allowed in consolidated CET1) 1,651 1,387
Independently reviewed interim profits net of any foreseeable charge or dividend - -
COMMON EQUITY TIER 1 (CET1) CAPITAL BEFORE REGULATORY ADJUSTMENTS 23,393 24,203
Common Equity Tier 1 (CET1) capital: regulatory adjustments (2,309) (2,499)
COMMON EQUITY TIER 1 (CET1) CAPITAL 21,084 21,704
Additional Tier 1 (AT1) capital: instruments 736 956
ADDITIONAL TIER 1 (AT1) CAPITAL 736 956
TIER 1 CAPITAL (T1 = CET1 + AT1) 21,820 22,660
Tier 2 (T2) capital: instruments and provisions 1,279 1,314
Tier 2 (T2) capital: regulatory adjustments (283) (240)
TIER 2 (T2) CAPITAL 996 1,074
TOTAL CAPITAL (TC=T1+T2) 22,816 23,734

More detailed figures are provided in the Additional Pillar 3 disclosure.

Key capital indicators

In millions of euros| 31 December 2022 31 December 2021
Common Equity Tier 1 Capital 21,084 21,704
Tier 1 Capital 21,820 22,660
Total Capital 22,816 23,734

Risk-Weighted Assets

Credit risk 100,365 95,451
Securitisation 671 1,248
Counterparty Risk 1,059 1,689
Equity Risk 11,149 12,800
Market risk 1,396 1,168
Operational risk 7,880 8,528
Total Risk-Weighted Assets 122,520 120,884
Common Equity Tier 1 ratio 17.2% 18.0%
Tier 1 ratio 17.8% 18.7%
Total capital ratio 18.6% 19.6%

Leverage ratio

The leverage ratio’s main objective is to serve as a complementary measure to the risk-based capital requirements (back-stop
principle). It is calculated as the ratio between Tier 1 capital and an exposure measure calculated using on- and off-balance
sheet commitments valued using a prudential approach. In particular, derivatives and repurchase agreements are also
adjusted.

BNP Paribas Fortis is subject to a minimum leverage ratio requirement of 3%.

Processes used to manage the risk of excessive leverage

Monitoring of the leverage ratio is one of the responsibilities of the Capital Committee.
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LRCom: Leverage ratio common disclosure (EU LR2)

31 December 2022

On-balance sheet exposures (excluding derivatives and SFTs)

On-balance sheet items (excluding derivatives, SFTs, but including collateral) 311,453 320,395
(Deductions of receivables assets for cash variation margin provided in derivatives transactions) (1,002) (2,917)
(Asset amounts deducted in determining Tier 1 capital) (2,309) (2,499)
Total on-balance sheet exposures (excluding derivatives and SFTs) 308,142 314,980
Derivative exposures
Replacement cost associated with SA-CCR derivatives transactions (ie net of eligible cash 3471 2367
variation margin) ! ’
Add-on amounts for potential future exposure associated with SA-CCR derivatives transactions 2,463 1,791
Derogation for derivatives: Potential future exposure contribution under the simplified B B
standardised approach
(Exempted CCP leg of client-cleared trade exposures) (simplified standardised approach) - -
(Exempted CCP leg of client-cleared trade exposures) (Original Exposure Method) - -
Adjusted effective notional amount of written credit derivatives - -
(Adjusted effective notional offsets and add-on deductions for written credit derivatives) - -
Total derivatives exposures 5,935 4,158
Securities financing transaction (SFT) exposures
Gross SFT assets (with no recognition of netting), after adjustment for sales accounting 5392 5203
transactions ’ ’
(Netted amounts of cash payables and cash receivables of gross SFT assets) - -
Counterparty credit risk exposure for SFT assets 292 5,215
Total securities financing transaction exposures 5,684 10,417
Other off-balance sheet exposures
Off-balance sheet exposures at gross notional amount 60,903 61,550
(Adjustments for conversion to credit equivalent amounts) (34,534) (34,970)
Off-balance sheet exposures 26,369 26,580
Excluded exposures
(Exposures excluded from the total exposure measure in accordance with point (c) of Article _ B
429a(1) CRR)
(Exposures exempted in accordance with point (j) of Article 429a(1) CRR (on and off balance _ B
sheet))
(Total exempted exposures) - -
Capital and total exposure measure
Tier 1 capital 21,820 22,660
Total exposure measure 346,129 356,134
Leverage ratio (*) 6.30% 6.36%
Leverage rftlo (excluding the impact of any applicable temporary exemption of central bank 6.30% 6.36%
reserves) (%)
Leverage ratio requirements
Regulatory minimum leverage ratio requirement (%) 3.00% 3.00%
Additional own funds requirements to address the risk of excessive leverage (%) 0.00% 0.00%
of which: to be made up of CET1 capital 0.00% 0.00%
Leverage ratio buffer requirement (%) 0.00% 0.00%
Overall leverage ratio requirement (%) 3.00% 3.00%
Disclosure of mean values
Mean of daily values of gross SFT assets, after adjustment for sale accounting transactions and
; . 6,386 7,000
netted of amounts of associated cash payables and cash receivable
Quarter-end value of gross SFT assets, after adjustment for sale accounting transactions and
. - 5,392 5,203
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
A . . 346,129 357,932
sale accounting transactions and netted of amounts of associated cash payables and cash
receivables)
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
A . . 346,129 357,932
sale accounting transactions and netted of amounts of associated cash payables and cash
receivables)
Leverage ratio (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 5 o
. N ; 6.30% 6.33%
accounting transactions and netted of amounts of associated cash payables and cash
receivables)
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 5 o
; . ; 6.30% 6.33%
accounting transactions and netted of amounts of associated cash payables and cash
receivables)
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Risk-Weighted Assets and Capital Requirements

31 December 2022 31 December 2022

Credit risk (excluding CCR) 105,820 100,455 8,466
of which standardised approach 40,693 33,577 3,255
of which equities under the simple risk-weighted approach 7,135 6,725 571
of which the Advanced IRB (A-IRB) approach 57,992 60,152 4,639

Counterparty credit risk - CCR 1,059 1,689 85
of which the standardised approach 272 377 22
of which internal model method (IMM) 603 987 48
of which exposures to a CCP 37 39 3
of which credit valuation adjustment - CVA 145 278 12
of which other CCR 2 8 0

Settlement risk - - -

Securitisation exposures in the non-trading book (after the cap) 671 1,248 54
of which SEC-IRBA approach 295 650 24
of which SEC-ERBA (including I1AA) 359 579 29
of which SEC-SA approach 17 18 1
of which 1250% / deduction - - -

Position, foreign exchange and commodities risks (Market risk) 1,396 1,168 112
of which the standardised approach 640 290 51
of which internal model approach (IMA) 756 879 60

Operational risk 7,880 8,528 630
of which basic indicator approach 1,660 1,475 133
of which standardised approach 786 750 63
of which advanced measurement approach (AMA) 5,435 6,303 435

cvrer:gz:l)ts below the thresholds for deduction (subject to 250% risk 5,694 7,796 456

TOTAL 122,520 120,884 9,802

3.c. Pillar 2 Process

With respect to supervision, the second Pillar of the Basel Agreement provides that the supervisor shall determine whether
the policies, strategies, procedures and arrangements implemented by BNP Paribas Fortis on the one hand, and the capital
held on the other hand, are adequate for risk management and risk coverage purposes. This evaluation exercise by the
supervisors to determine the adequacy of mechanisms and capital with respect to bank risk levels is designated in the
regulations under the acronym SREP (Supervisory Review and Evaluation Process).

The ICAAP (Internal Capital Adequacy Assessment Process) is the process by which institutions assess the adequacy of their
capital with their internal measurements of capital required to cover the risks generated by their usual activities.

ICAAP is used by the supervisory authorities for the annual SREP.

BNP Paribas Fortis’ ICAAP is organised around two key principles as set out in the ICAAP guide of the European Central Bank
(ECB): reviewing the adequacy of the capital level compared to its requirements within an internal perspective, and forward-
looking capital planning.

Within the ICAAP, the adequacy of the capital for the risks incurred by BNP Paribas Fortis is done from an internal perspective.
It is developed around a comprehensive quantification of the capital requirement generated by the Pillar 1 risks specified in
the Basel regulation as well as the Pillar 2 risks identified as material within the framework of the Risk Inventory System. From
this perspective, the capital required to cover the Pillar 1 and Pillar 2 risks are assessed using internal quantitative approaches,
completed, as necessary, by qualitative assessments and dedicated monitoring frameworks.

Capital planning is based on the most recent actual and estimated financial data available. These data are used to project future
capital sources and requirements, in particular by factoring in the respect of the regulatory requirements, the Bank’s goal of
maintaining a first-class credit rating to protect its origination capability, its business development targets and anticipated
regulatory changes.

Capital planning consists of comparing the regulatory requirements and the capital ratio targets defined by BNP Paribas Fortis
with projections of future capital consumption, and testing their robustness within different scenarios, including in stressed
macroeconomic environments.
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4. CREDIT AND COUNTERPARTY CREDIT RISK

4.a. Credit risk

4.a.1. Exposure to Credit risk

The following table shows all BNP Paribas Fortis’ financial assets, including fixed-income securities, which are exposed to credit
risk. Credit risk exposure does not include collateral and other security taken by the Bank in its lending business or purchases
of credit protection.

Exposure to credit risk (*) by asset class

31 December 2022

A approach'’ Total

Central governments and

47,386 7,528 54,914 72,477 6,752 79,230
central banks
Corporates 131,313 22,275 153,588 124,630 16,400 141,030
Institutions (**) 12,903 5,141 18,044 13,589 5,414 19,003
Retail 95,696 36,331 132,026 92,840 30,188 123,029
Other no*?;credn-obhgatlon _ 4,808 4,808 548 4,035 4583
assets (***)
TOTAL EXPOSURE 287,297 76,083 363,380 304,085 62,790 366,874

(*) Exposure to credit risk excludes DTA’s on temporary differences subject to risk-weighting, default fund contributions to CCPs and grandfathered positions
(SR_EQ risk-weighted at 150%).

(**) The Basel Il ‘Institutions' asset class comprises credit institutions and investment firms. It also includes exposure to regional and local authorities, public sector
agencies and multilateral development banks that are not treated as central government authorities.

(***) Other non-credit-obligation assets include tangible assets, accrued income and other assets.

4.a.2. General credit policy and control and provisioning procedures

BNP Paribas Fortis’ lending activities are governed by the Global Credit Policy, which applies to all BNP Paribas Group entities.
It is approved by the BNP Paribas Group Risk Committee, chaired by the Chief Executive Officer and endorsed by the BNP
Paribas Fortis Executive Board, chaired by the Chief Executive Officer. The policy is underpinned by core principles relating to
compliance with the Group's ethical standards, Compliance policies, clear definition of responsibilities (Business and RISK), and
the existence and implementation of procedures and requirements for a thorough analysis of risks. It is cascaded in the form
of specific policies tailored to types of businesses or counterparty. The framework for the governance of credit risks within the
Bank is further detailed in a specific, transversal approach which is built upon key credit routing principles, rules governing the
granting of delegations of authority and the role of the Central Credit Committee, which is the highest-level credit committee
at the Bank. It also reiterates and reinforces the key principle that the RISK Function is independent from the Businesses.

BNP Paribas Fortis’ lending activities are also governed by Sector Policies. The Bank, makes great efforts to finance projects
that score well in the field of environmental care. BNP Paribas Fortis has currently 10 sector policies in place setting out the
guidelines for its financing and investment activities in sectors facing major social and environmental challenges.

The Bank’s strategy and commitment in this regard is fully in line with that of the BNP Paribas group. More information thereon
can be found in part 7 of the Universal Registration Document of BNP Paribas.

4.a.3. The credit lifecycle

Decision-making procedures

The basis for effective credit risk management is the identification of both existing and potential credit risk inherent in any
product or activity. This process includes the gathering of all relevant information concerning the products offered, the
counterparties involved and all other elements that may influence credit risk. In particular, before making any commitments,
BNP Paribas Fortis carries out an in-depth review of any known development plans of the client and ensures that the Bank has
thorough knowledge of all the structural aspects of the client's operations and that adequate monitoring will be feasible.

Assessing the credit risk of a proposed transaction consists of:
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e analysis of the probability that the client will fail to meet his obligations, which also translates into a risk classification
on the Bank’s rating scale;

e analysis of the possibilities of fulfilling the client’s obligations by other means in the event that the client fails to meet
his obligations himself;

e formulation of a credit proposal which brings all these facets to the attention of the decision makers.

Authorised persons or committees composed of designated Business and RISK representatives take a joint decision based on
the credit proposal. Credit proposals must comply with the Bank's Global Credit Policy and with the applicable laws and
regulations. Moreover, specific policies are in place.

A system of discretionary lending limits has been established, under which all lending decisions must be approved by formally
designated members of the Business and the RISK department. The underlying principle is the need to achieve an appropriate
balance, in terms of overall profitability, between two opposite drivers, i.e. maximising the decision-making autonomy of the
businesses on the one hand and reducing unexpected credit and counterparty risk on the other.

Approvals are systematically given in writing, either by means of a signed approval form or in the minutes of formal meetings
of a Credit Committee. Discretionary lending limits correspond to aggregate commitments by business group and vary
according to internal credit ratings and the specific nature of the business concerned. In addition, an industry expert or
designated specialist may also be required to sign off on the loan application for certain sectors or industries. In Retail banking,
simplified procedures are applied, based on statistical decision-making aids, for standard products and limited amounts.

Monitoring procedures

All BNP Paribas Fortis entities are subject to comprehensive risk monitoring and reporting. This is carried out by Control and
Reporting units which are responsible for ensuring that lending commitments comply with the loan approval decision, that
credit risk reporting data are reliable and that risks accepted by the Bank are effectively monitored. Exception reports are
produced (at varying intervals depending on the business) and various tools are used to provide early warnings of potential
escalations of credit risks. Monitoring is carried out at different levels, generally reflecting the organisation of discretionary
lending limits. The monitoring teams report to the RISK department. Monitoring teams are closely involved in the organisation
of the Watchlist and Impairment Committees which meet at quarterly intervals to examine all higher risk, sensitive or problem
loans in excess of a certain amount. Its responsibilities include guidance on strategy and giving its opinion on any adjustments
to impairment provisions, based on the recommendations of the relevant Business and the RISK department.

Impairment procedures

The BNP Paribas Fortis provisioning process for assets in default, also reported as assets in stage 3, is aligned with the BNP
Paribas Group process and is organised on a monthly basis. The provisioning process encompasses one or more decisional
levels and the routing depends on the concerned Business, its Delegation Framework and the amount of the change in
provision. The provision for impairment is determined in accordance with applicable accounting standards. The amount of the
impairment loss is based on the present value of probable net recoveries, taking into account the possible realisation of
collateral received.

In addition, a stage 1 & 2 impairment figure is established for customers that have not been identified as in default on a
statistical basis for each Business. This is based on simulations of expected credit losses on a one year time horizon for loans
whose credit quality is not considered as significantly deteriorated and over the remaining lifetime of loans whose credit risk
has significantly increased since inception. The computed expected credit losses use the parameters of the internal rating
system described below. The BNP Paribas Fortis Provisions Committee meets on a quarterly basis to approve the amount of
the impairment.

The aforementioned Committee takes the final decision on all aspects of cost of risk, including stage 3 provisions for individual
impairment and stage 1 & 2 impairments. Decisions on the structured credits portfolio are taken by the same Committee.

4.a.4. Internal rating system

BNP Paribas Fortis has chosen to adopt the most advanced approach — the ‘Advanced Internal Ratings Based Approach’ (AIRBA)
as described in the Basel Il accord —and received approval from the CBFA on March 39,2008 for using this approach to calculate
capital requirements under Basel Il (now Basel Ill).

The Bank has a comprehensive internal rating system for determining risk-weighted assets used to compute capital adequacy
ratios. A periodic assessment and control process has been deployed to ensure that the system is appropriate and correctly
implemented. For corporate loans, the system is based on three parameters: the counterparty's probability of default
expressed via a rating; loss given default, which depends on the structure of the transaction; and the credit conversion factor
(CCF), which estimates the portion of off-balance sheet exposure at risk.
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There are twenty counterparty ratings. Seventeen cover performing clients, with credit assessments ranging from ‘excellent’
to ‘very concerning’, and three relate to clients classified as in default, as per the definition published by the banking regulator.

Ratings are determined at least once a year, by regular automatic recalculation or in connection with the annual review of the
client’s total exposure, drawing on the combined expertise of Business Line staff and Credit Officers from the RISK department,
the latter having the final say. High quality tools have been developed to support the rating process, including analysis
assistance and credit scoring systems. The decision to use these tools and the choice of technique depends on the nature of
the risk.

Various quantitative and other methods are used to check rating consistency and the robustness of the rating system. Loans
to private customers and very small businesses are rated using statistical analyses of groups of risks with the same
characteristics. The RISK department has overall responsibility for the quality of the entire system. This responsibility is fulfilled
either by directly designing the system, validating it and/or verifying its performance.

‘Loss given default’ is determined either using statistical models for books with the highest degree of granularity or using expert
judgment based on comparative values. Basel Il defines ‘loss given default’ as the loss that the Bank would suffer in the event
of the counterparty's default.

For each transaction, it is measured using the recovery rate for an unsecured exposure to the counterparty concerned, adjusted
for the effects of any risk mitigation techniques (collateral and other security). Amounts recoverable against collateral and
other security are estimated on a prudent basis and discounts are applied for realising the security in a period of economic
slowdown.

Exposure at default has been modelled by the Bank, when the regulation allows it. Conversion factors are used to measure the
off-balance sheet exposure at risk in the event of borrower default.

Each of the three credit risk parameters is back-tested annually to check the system's performance for each of the Bank's
business segments. Back-testing consists of comparing estimated and actual results for each parameter. The Group Credit
Modelling Standards Performance Assessment are used for these back-testings.

For back-testing ratings, the default rate of populations in each rating category, is compared with the actual default rate
observed on a year-by-year basis. An analysis by rating model, rating, etc. is carried out to identify any areas where the models
might be underperforming. The stability of the rating and its population is also verified. The Bank has also developed back-
testing techniques tailored to low-default portfolios to assess the appropriateness of the system, even where the number of
actual defaults is very low.

Back-testing of the ”Loss given default” is based mainly on analysing recovery flows on exposures in default. When an exposure
has been written off, each amount recovered is discounted back to the default date and calculated as a percentage of the
exposure. When an exposure has not yet been written off, an estimation is made of the amount that will still be recovered.
The “Loss given default” determined in this way is then compared with the initial forecast. As with the rating, “Loss given
default” is analysed on an overall basis and by rating model. Variances on an item-by-item and average basis are analysed
taking into account the bimodal distribution of recovery rates. The results of these tests show that the Bank's estimates are
consistent with economic downturn conditions and are conservative on an average basis.

The credit conversion factor is also back-tested annually.

The result of all back-testing work is presented annually to the bodies responsible for overseeing the rating system and risk
practitioners. These results and ensuing discussions are used to help setting priorities in terms of developing methodology and
deploying tools.

Internal estimates of risk parameters are used in the Bank's day-to-day management in line with Basel Ill recommendations.
For example, apart from calculating capital requirements, they are used when making new loans or reviewing existing loans to
measure profitability, determine stage 1 & 2 impairment, monitor and ensure active risk management, and for internal and
external reporting.

4.a.5. Portfolio policy

In addition to carefully selecting and assessing individual risks, BNP Paribas Fortis follows a portfolio-based approach to
diversify risks among borrowers, industries and countries. As part of this policy, BNP Paribas Fortis may use credit risk transfer
instruments (such as securitisation programmes or credit derivatives) to hedge individual risks, reduce portfolio concentration
or cap potential losses under crisis scenarios.
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4.a.6. Risk mitigation techniques

Collateral and other security

Risk mitigation is the result of reducing the credit risk by hedging or by obtaining collateral. Hedging is any financial technique
designed to reduce or eliminate the financial risk engendered by products and/or activities. Security (collateral) is any
commitment made or privilege given by a counterparty or third party to which the Bank can seek recourse in the event of the
counterparty’s default in order to reduce loan losses, or any other agreement or arrangement having a similar effect. The
lending activity is never based purely on collateral or hedging. Risk mitigation factors are always regarded as an alternative
solution.

The BNP Paribas Global Credit Policy, which also applies to BNP Paribas Fortis, sets out how transactions should be structured
in order to mitigate risk. Cash generated by operations is regarded as the primary source of the borrower's ability to repay.
Guarantors are subject to the same rigorous upfront assessment process as primary debtors. Collateral and other security are
taken into account at fair value and are only accepted as the main source of repayment in exceptional cases such as for example
commodities financing.

Banking regulations set clear guidelines for assessing the risk-mitigating effect of collateral and other security under the Basel
Ill advanced approaches. The Bank's diversified business base means that loans are secured by many different types of
collateral and security charges over inventory, accounts receivable or real estate. Risk assessments also take into account direct
guarantees issued by the counterparty's parent company or other guarantors such as financial institutions. Other guarantees
assessed by the Bank include credit derivatives (only for the purpose of hedging the CVA), export credit agencies and credit
enhancers. Acceptance of these types of guarantees is governed by strict criteria. A guarantee is considered as mitigating a risk
only when the guarantor is rated higher than the counterparty. The value of collateral or other security is only taken into
account in measuring exposure if there is no strong correlation with the risk on the first-rank debtor.

The following table gives the breakdown by approach - IRB Approach and the Standardised Approach - of the risk mitigation
resulting from collateral and guarantees relating to the portfolio of loans and credit commitments for all Business Lines limited
to Sovereign, Corporates, Institutions and Retail asset classes.

31 December 2022

Risk mitigation|

Guarantees| Total
Total and creditf Collateral| guarantees and
exposure| derivatives collateral

IRB Approach 287,297 23,077 102,811 125,888 303,537 21,714 94,458 116,172
Standardised 71,275 7,563 7,807 15,370 58,754 5,871 3,755 9,626
TOTAL 358,572 30,640 110,618 141,258 362,291 27,585 98,213 125,798

More details on IRBA figures are provided in the Additional Pillar 3 disclosure.

Purchases of credit protection

Optimisation of credit portfolio management may require the use of efficient hedging techniques to avoid concentration or
unwanted exposure in the loan or debt security portfolio. For this purpose, BNP Paribas Fortis uses mainly single name credit
default swaps (CDS). CDS counterparties are carefully selected and virtually all contracts benefit from collateral agreements.

Asset securitisation

Asset securitisation is the process of creating a marketable financial instrument that is backed by the cash flow or value of
specific financial assets. During the securitisation process, assets (e.g. consumer loans, receivables, mortgages) are selected
and pooled together into a special purpose vehicle (SPV) which issues securities that can be sold to investors.

Diversification of exposure to credit risk

Credit risk concentration is any exposure to a counterparty or an aggregate of exposures to a number of positively correlated
counterparties (i.e. tendency to default under similar circumstances) with the potential to produce a significant amount of
capital loss due to a bankruptcy or failure to pay. Avoidance of concentrations is therefore fundamental to BNP Paribas Fortis’
credit risk strategy of maintaining granular, liquid and diversified portfolios.

In order to identify potential linkages between exposures to single counterparties, BNP Paribas Fortis applies the concept of
‘Total Group Authorisation’. This implies that groups of connected counterparties are deemed to be a ‘Business Group’ for the
management of credit risk exposure.
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To manage the diversity of credit risk, BNP Paribas Fortis’ credit risk management policy seeks to spread credit risk across
different sectors and countries. The table below shows the industry concentration of BNP Paribas Fortis’ customer credit
portfolio.

In accordance with Implementing Regulation (EU) No. 2021/637, the table (EU CQ5) below shows the breakdown of loans and
receivables within the scope of non-financial corporations. It does not take into account assets held for sale, debt securities,
loans and receivables, or off-balance sheet commitments to central governments and central banks, credit institutions, and
households.

Credit quality of loans and advances to non-financial corporations according to industry NACE classification (EU CQ5)

31 December 2022

Gross carrying amount Accumulated negative
changes in fair value]

due to credit risk on

Accumulated| non-performing
of which: defaulted i

Agriculture, forestry and fishing 8,827 233 (159) 0
Mining and quarrying 834 5 (6) 0
Manufacturing 17,970 444 (377) 0
Electricity, gas, steam and air conditioning supply 6,495 57 (50) 0
Water supply 853 21 17) 0
Construction 12,642 589 (470) 0
Wholesale and retail trade 18,321 391 (302) 0
Transport and storage 8,426 213 (155) 0
Accommodation and food service activities 1,753 101 (94) 0
Information and communication 3,736 50 (57) 0
Financial and insurance activities 1,440 19 (18) 0
Real estate activities 15,458 207 (106) 0
Professional, scientific and technical activities 4,797 104 (92) 0
Administrative and support service activities 17,579 138 (65) 0
SPeucblljl:i:t;?dm|nlstrahon and defense, compulsory social 70 0 0 0
Education 348 4 (4) 0
Human health services and social work activities 2,382 47 (28) 0
Arts, entertainment and recreation 481 29 (16) 0
Other services 2,167 23 (33) 0
TOTAL 124,578 2,675 (2,049) 0
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31 December 2021

Gross carrying amount Accumulated negative]

changes in fair value]

due to credit risk on

Accumulated| non-performing|
In millions of euros of which: defaulted i

Agriculture, forestry and fishing 8,193 251 (161) 0
Mining and quarrying 673 5 (6) 0
Manufacturing 16,519 518 (416) 0
Electricity, gas, steam and air conditioning supply 6,633 66 (32) 0
Water supply 774 20 17) 0
Construction 11,679 548 (439) 0
Wholesale and retail trade 15,849 437 (333) 0
Transport and storage 7,385 190 (145) 0
Accommodation and food service activities 1,740 99 (70) 0
Information and communication 2,916 63 (47) 0
Financial and insurance activities 1,408 15 (19) 0
Real estate activities 13,994 381 (137) 0
Professional, scientific and technical activities 4,570 108 (92) 0
Administrative and support service activities 16,953 175 (75) 0
SP::LIll:i:t;dmmlstranon and defense, compulsory social 86 0 ) 0
Education 355 6 (5) 0
Human health services and social work activities 2,246 48 (29) 0
Arts, entertainment and recreation 481 29 (26) 0
Other services 2,451 24 (58) 0
TOTAL 114,904 2,983 (2,108) 0
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Country concentration risk is the sum of all exposures to obligors in the country concerned. The tables below show the
geographical concentration of BNP Paribas Fortis’ customer credit portfolio.

Geographical breakdown of credit risk(*) by counterparty's country of location (EU CQ4)

31 December 2022

Central
governments and
In millions of euros central banks| Corporates TOTA %ol

Europe 48,671 136,210 15,624 129,365 329,870 92%
Belgium 33,004 70,495 8,563 97,261 209,414 58%
Netheriands 15 4715 1,163 3,347 9,240 3%
Luxembourg 11,688 13,304 291 9,082 35,355 10%
France 1,031 13,690 3,786 5,201 23,708 7%
S;Zﬁ;rg‘;’ opean 2,843 33,916 1,821 13,574 52,154 14%

North America 835 3,724 537 221 5,317 1%

Asia & Pacific 78 1,305 288 106 1,777 0%

Rest of the World 5,330 12,349 1,595 7,142 26,416 7%

TOTAL 54,914 153,588 18,044 136,834 363,380 100%

31 Decembe

Central
governments and
In millions of euros central banks Corporate: TOTA

Europe 74,331 126,029 16,459 120,835 337,654 92%
Belgium 55,241 66,928 8,548 90,557 221,275 60%
Netherlands 226 5,226 1,215 2,326 8,093 2%
Luxembourg 14,528 11,382 428 9,794 36,132 10%
France 961 9,666 4,328 5,163 20,117 5%
CO;Z%ZLS” opean 3,376 32,827 1,941 12,994 51,138 14%

North America 152 3,542 548 94 4,336 1%

Asia & Pacific 106 988 329 76 1,499 0%

Rest of the World 4,639 10,471 1,667 6,607 23,385 6%

TOTAL 79,230 141,030 19,003 127,612 366,874 100%

(*) Credit risk exposure excludes DTA's on temporary differences subject to risk-weighting, default fund contributions to CCPs and securitisation positions.

4.a.7. Credit risk rating

Credit risk rating is a classification that results from the Risk Rating Assighment Process, which is based on a qualified
assessment and formal evaluation. This classification is the result of an analysis of each obligor’s financial history and an
estimate of its ability to meet debt obligations in the future.

To that end, BNP Paribas Fortis has drawn up a ‘Master Scale’, ranging from 1 to 20, which provides an indication of the
probability that a counterparty will default within one year. Master Scale ratings from 1 to 6 are considered investment grade,
from 7 to 17 non-investment grade and from 18 to 20 impaired.

IRBA: Sovereign, Financial Institutions and Corporate exposures by credit rating

The chart below shows a breakdown by credit rating of loans and commitments towards Sovereigns, Institutions and
Corporates for the entire Bank's Business Lines, measured using the internal ratings-based approach (IRBA). This exposure
represents EUR 191.6 billion of the gross credit risk at 31 December 2022, compared to EUR 210.7 billion at 31 December 2021.
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Breakdown of IRBA exposure by internal rating — Sovereign, Institutions and Corporate
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Retail banking operations

Retail banking operations are carried out through the BNP Paribas Fortis retail network. The Belgian field of operations is
embedded in structured and automated credit processes, complying with the Basel Il Internal Rating Based Advanced
approach.

All the advanced Basel lll parameter estimates (PD, EAD, LGD) are reviewed and/or updated at least yearly. The explanatory
variables for the individuals part of the portfolio mainly rely on internal behavioural data and are computed monthly on the
basis of the latest available information and made available without any manual intervention.

Classical scoring techniques are used for screening customers at application time, always remaining in line with the Basel Ill
parameters.

The chart below shows a breakdown by credit rating of loans and commitments in the Retail loan book for the entire Bank's
Business Lines, measured using the internal ratings-based approach. This exposure represents EUR 95.7 billion of gross credit
risk at 31 December 2022, compared to EUR 92.8 billion at 31 December 2021.

Breakdown of IRBA - individually rated - Retail activities
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Standardised approach

BNP Paribas Fortis also applies the standardised approach or the ‘Unrated Standardised Approach’ (USTA) to legal entities or
business units, inter alia those that are classified under ‘Permanent exemptions’.

The entities classified under ‘Permanent exemptions’ are those legal entities or business units that are earmarked as non-
material based on the eligibility criteria or processes defined by BNP Paribas Fortis. Permanent exemptions will remain as long
as the eligibility criteria or processes for non-materiality continue to be met.

The chart below provides information on the exposure at default to the loan book measured using the standardised approach
and broken down by risk weights. The exposure at default was EUR 69.5 billion at 31 December 2022, compared to EUR 56.7
billion at 31 December 2021.

Breakdown of exposure by weighting via the standardised approach
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4.3.8. Loans with forbearance measures

When a borrower is bordering on or in financial difficulties, they may receive a concession from the Bank that would otherwise
not have been granted had the borrower not met financial difficulties. The concession may be:

e achange to the contract terms and conditions;
e  partial or total refinancing of the debt;
e anew loan.

The loan is then said to be "restructured". It must retain the status of "restructured" during a period of observation, known as
a probation period, for at least two years. The concept of restructuring is described in the accounting principles (note 1.f.4 to
the consolidated financial statements) in the Annual Report 2022.

The identification of restructured exposures and the removal of the “restructured” status are embedded in the credit decision
process and performed at the appropriate delegation level. A system has been set up in order to automatically identify
exposures that qualify for the removal of the “restructured” status so that these exposures can be submitted for decision.

Information on restructured loans is reported to the supervisory authority on a quarterly basis.

The tables that follow show the gross value and impairment amounts of performing and non-performing loans that have been
restructured.

Credit quality of forborne exposures (EU CQ1)

31 December 2022

Accumulated impairment,
accumulated negative
Collateral received and|
in fair value due to credit] financial guarantees
received on forborne

Non-performing exposures

Loans and advances 3,254 1,030 1,027 (85) (393) 3,538 570
General governments 4 3 3 0 (2) 4 0
Credit institutions - - - - - - -
Other financial corporations 125 178 178 (7) (50) 183 113
Non-financial corporations 2,747 684 681 (74) (297) 2,903 369
Households 379 165 165 (3) (44) 449 87

Debt Securities - - - - - - -

Off-balance-sheet exposures 1,355 42 42 13 3 1,284 10

TOTAL 4,609 1,071 1,069 (98) (396) 4,822 580
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31 December

Accumulated impairment,
accumulated negative,
changes| Collateral received and
in fair value due to credit| financial guarantees
received on forborne|

Non-performing exposure:

Loans and advances 3,367 1,183 1,089 (101) (370) 3,690 720
General governments 4 4 4 0 3) 5 1
Credit institutions 0 - - - - 0 -
Other financial corporations 99 14 12 (1) (8) 87 6
Non-financial corporations 2,791 948 870 (94) (299) 3,039 596
Households 472 217 203 (6) (60) 559 118

Debt Securities - - - - - - -

Off-balance-sheet exposures 1,820 64 50 6 13 1,675 19

TOTAL 5,187 1,247 1,139 (107) (383) 5,365 740

4.b. Counterparty Credit Risk

Counterparty credit risk (CCR) is the translation of the credit risk embedded in the financial transactions, investments and/or
settlement between counterparties. The transactions encompass bilateral contracts - i.e. over-the-counter (OTC) —and cleared
contracts through a clearing house. The amount at risk changes over the contract’s lifetime together with the risk factors that
impact the potential future value of the transactions.

Counterparty credit risk lies in the fact that a counterparty may default on its obligations to pay the Bank the full present value
of a transaction or portfolio for which the Bank is a net receiver. Counterparty credit risk is linked to the replacement cost of a
derivative or portfolio in the event of the counterparty default. Hence, it can be seen as a market risk in case of default or a
contingent risk.

For the measurement of counterparty credit risk, the activities of the RISK function are organised around 5 main axes:

the valuation of the counterparty credit risk exposures;

the monitoring and analysis of these exposures and the associated limits;
the implementation of risk reducing mechanisms;

the calculation and the management of credit value adjustments (CVA);
the definition and implementation of stress tests.

4.b.1. Counterparty credit risk valuation

Counterparty exposure calculation
The exposure to counterparty credit risk is measured using two approaches:
1. Modelled exposure — Internal model approach

With regard to modelled exposure to counterparty credit risk, the exposure at default (EAD) for counterparty credit risk is
calculated based on the Effective Expected Positive Exposure (EEPE) indicator which is multiplied with the regulatory factor
alpha as defined in article 284-4 of EU regulation n° 575/2013. The EEPE is measured using an internal exposure valuation
model to determine exposure profiles. The model was developed by the Group and approved by the supervisor.

The principle of the model is to simulate the main risk factors, such as commodities and equity prices, interest rates and foreign
exchange rates, affecting the counterparty exposure, based on their initial respective values. The Bank uses Monte-Carlo
simulations to generate thousands of time trajectories (corresponding to thousands of potential market scenarios) to define
potential changes in risk factors. The diffusion processes used by the model are calibrated on the most recent historic data set
over a four-year period.
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Based on all the risk factor simulations, the model assesses the value of the positions from the simulation date to the
transaction maturity date (from one day to more than thirty years for the longest-term transactions) to generate an initial set
of exposure profiles.

Transactions may be hedged by a Master Agreement, which can include Credit Support Annexe(s) (CSA). For each counterparty,
the model aggregates the exposures taking into consideration any potential master agreements and credit support annexes,
as well as the potentially risky nature of the collateral exchanged.

Based on the breakdown of exposure to the counterparty, the model determines the following in particular:

e The average risk profile, the Expected Positive Exposure (EPE), from which the EEPE (Effective Expected Positive
Exposure) is calculated:
The Expected Positive Exposure (EPE) profile is calculated as the average of the breakdown of counterparty exposures
at each point in the simulation, with the negative portions of the trajectories set to zero (the negative portions
correspond to situations where BNP Paribas Group is a risk for the counterparty). The EEPE is calculated as the first-
year average of the non-decreasing EPE profile: at each simulation date, the value taken is the maximum of the EPE
value and the value on the previous simulation date;

e The Potential Future Exposure (PFE) profile:
The Potential Future Exposure (PFE) profile is calculated as a 90% percentile of the breakdown of exposure to the
counterparty at each point in the simulation. This percentile is raised to 99% for hedge fund counterparties. The
highest Potential Future Exposure value (Max PFE) is used to monitor maximum limits.

The internal model for counterparty credit risk has been updated to comply with the EU regulation n° 575/2013 effective from
1 January 2014:

e Extension of the margin periods of risk;
e Inclusion of the specific correlation risk;
e Determination of a stressed Effective EPE calculated based on a calibration reflecting a particular period of stress.

2. Non-modelled exposure —-mark-to-market method

For non-modelled counterparty credit risk exposures, the exposure at default for derivatives is calculated applying the
Standardised Approach for Counterparty Credit Risk (“SACCR”) conform the requirements of article 274 of EU regulation.

The SACCR exposure at default for a netting set is calculated based on:

e areplacement cost (“RC”), calculated in accordance with article 275;
e apotential future exposure, calculated in accordance with article 278;
e and the regulatory factor alpha, fixed in accordance with article 274.

The exposure at default for securities financing transactions (“SFTs”) is calculated applying the Financial Collateral
Comprehensive Method conform article 223 EU regulation n° 575/2013.

Limit / Monitoring Framework

Limits reflecting the risk appetite (as expressed in the Risk Appetite Statement) of the Bank are defined for the counterparty
credit risk. These limits are fixed in function of the type of counterparty and the type of exposure used for the measurement
and management of the counterparty credit risk:

e the highest value of the potential future exposures calculated by the system (Max PFE) for the modelled exposures
perimeter;
e the exposure value calculated applying the standardised approach for the non-modelled exposures perimeter.

The exposure value for each counterparty is calculated daily for the modelled exposures and weekly for the other exposures.
The exposure value is subsequently compared to the allocated limit to verify the compliance with the credit decisions.

For each counterparty, the highest exposure value of the PFE profile (MAX PFE) calculated by the system is compared on a daily
basis to the counterparty limit to ensure compliance with the credit decisions.

Limits are defined and calibrated as part of the risk approval process. They are approved in committees with different levels of
authority, the highest authority level being the General Management Credit Committee.

These measures are complemented by sets of directives (covering contingent market risk sensitivities per counterparty which
are extracted from the market risk system) which provide further tools in the monitoring of counterparty credit risk and the
prevention of systemic risk concentrations.

Mitigation of Counterparty credit risk

As part of its risk management, BNP Paribas Fortis implemented two counterparty credit risk mitigation mechanisms:
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e Netting agreements in the case of OTC transactions;
e Clearing through central counterparties, in the case of OTC or listed derivatives transactions.

1. Netting agreements

Netting is used by the Bank in order to mitigate counterparty credit risk associated with derivatives trading. The main instance
where netting occurs is in case of trade-termination: if the counterparty defaults, all the trades are terminated at their current
market value and all the positive and negative market values are summed to obtain a single amount (net) to be paid to or
received from the counterparty. The balance (‘close-out netting’) may be collateralised with cash, securities or deposits.

The Bank also applies settlement netting in order to mitigate counterparty credit risk in case of currency settlements. This
corresponds to the netting of all payments and receipts between the Bank and a counterparty in the same currency, to be
settled the same day. The netting results in a single amount (for each currency) to be paid either by the Bank or by the
counterparty.

Transactions affected by this are processed in accordance with bilateral or multilateral agreements respecting the general
principles of the national or international framework. The main forms of bilateral agreement are those issued by the National
Bank of Belgium (NBB), and on an international basis by the International Swaps and Derivatives Association (ISDA).

2. Trade clearing through central counterparties

Trade clearing is part of BNP Paribas Fortis’ usual Capital Market activities. As a clearing member, BNP Paribas Fortis contributes
to the risk management framework of the central clearing counterparties (CCPs) through the payment of a default fund
contribution as well as daily margin calls. The rules which define the relationships between BNP Paribas Fortis and the CCPs of
which it is a member are described in each CCP’s rule book.

This scheme enables the reduction of notional amounts through the netting of the portfolio and a transfer of the risk from
several counterparties to a single one with a robust risk management framework.

Bilateral Initial Margining

EU regulation n° 648/2012 imposes additional requirements for derivatives markets participants including the obligation to
exchange collateral for non-centrally cleared (OTC) contracts. For these transactions, a bilateral initial margin must be posted
by financial counterparties and the important non-financial counterparties as defined in the regulation. This margin serves to
mitigate the counterparty credit risk related to OTC derivatives that are not cleared through a central clearing counterparty.
Transactions with sovereigns, central banks and supranational counterparties are excluded from this framework.

In case of default of the counterparty, the Bank closes out all transactions at market value. The bilateral initial margin aims to
cover the variations in market value during the period of liquidation and reflects an extreme but plausible estimation of an
increase in value of the corresponding financial instruments with a confidence interval of 99% over a period of 10 days and
based on historical data including a period of significant stressed market conditions.

The bilateral initial margin is exchanged between the Bank and the counterparty without netting. It is held by a third party to
guarantee that (i) the Bank can immediately activate the bilateral initial margin posted by the counterparty in case of default
of the counterparty and (ii) the bilateral initial margin posted by the Bank is protected in case of default of the counterparty.

Credit Value Adjustments (CVA)

The valuation of financial OTC trades carried out by BNP Paribas Fortis as part of its trading activities includes credit value
adjustments (CVAs). CVA is an adjustment of the trading portfolio valuation to take into account the counterparty credit 