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General comments

Coface SA, a French public limited company (with board of directors), whose registered office is at
1 Place Costes et Bellonte, 92270 Bois Colombes, France; registered under identification number 432 413
599 (Nanterre Trade and Companies Register) is referred to as the “company” in this report. The term
“Group” or “Coface Group” shall, unless specifically specified otherwise, refer to the company, its
subsidiaries, branches and equity holdings.

The Compagnie francaise d'assurance pour le commerce extérieur, a French public limited company
(with board of directors), whose registered office is at 1 Place Costes et Bellonte, 92270 Bois Colombes,
France; registered under identification number 552 069 791 (Nanterre Trade and Companies Register) is
referred to as the “Compagnie” in this report.

Forward-looking information

This report contains information on the Coface Group’s development prospects and priorities. This
information is sometimes identified by use of the future tense, conditional tense or expressions of a
forward-looking nature such as “consider”, "envisage”, "think”, “for the purpose of”, "anticipate”,
“intend”, “should”, “aspire”, “estimate”, “believe”, “wish”, “could” or, as applicable, the negative form of
such expressions, or any other variant or similar terminology. This information is not historical data and
must not be interpreted as guaranteeing that the facts and data as stated will actually occur. This
information is mentioned in various sections of the report and contains data relating to the Coface
Group's intentions, estimations and objectives, in particular with regard to the Coface Group’s market,

strategy, growth, results, financial position and cash management.

This information is based on data, assumptions and estimates that are deemed to be reasonable by the
Coface Group. This information is likely to evolve or be modified as a result of uncertainties relating in
particular to the economic, financial, competitive and regulatory environment. In addition, the forward-
looking statements contained in the report also concern known and unknown risks, uncertainties and
other factors that may, in the event that they take place, affect the Coface Group’s future earnings,
performances and achievements. These factors may in particular include changes in the economic and
business environment and the risk factors set out in paragraph 2.4 “Chairman’s report on corporate
governance, internal control and risk management procedures” and also in chapter 5 of the Registration
Document filed with the AMF (French Financial Markets Authority), on 12 April 2017 under number R.17-
016.

Risk factors

You are strongly encouraged to carefully examine the risk factors described in the above-mentioned
paragraphs of the Registration Document filed with the French Financial Markets Authority, on 12 April
2017 under number R.17-016. The occurrence of all or some of these risks is likely to have a negative
effect on the Coface Group’s activities, financial situation or financial results. In addition, other risks, as
yet not identified or considered to be insignificant by the Coface Group at the date of this report, may
have the same negative effect on the Coface Group, its business, its financial situation, its operating
results or prospects for growth as well as on the price of shares listed on Euronext Paris (ISIN:
FR0010667147).

All such information is available on the websites of the company (www.coface.com/Investors) and the
AMF (www.amf-france.org)..
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Clarifications  pertaining to the
presentation

This report is drawn up pursuant to Chapter XII of the European Commission Delegated Regulation (EU)
2015/35 of 10 October 2014.

Pursuant to articles L.356-25 and R.356-60 of the French Insurance Code, and in accordance with ACPR
instruction no.2015-1-27, this report is a single report on the solvency and financial situation of Coface
SA (Trade and Companies Register n0.432413599) and the Compagnie (Trade and Companies Register
no.552069791).

For information, Coface SA forms the Coface Group (“Coface SA”" or “"the Group”), monitored on a
consolidated basis and the Compagnie, an institution monitored on a solo basis.

The COFACE Group's general scope of consolidation is stated on page 10 of this document and the
reader’s attention is drawn to the following information:
The quantitative information relating to Coface SA is drawn up in line with IFRS or Solvency 2

standards as the case may be.

In accordance with the regulations, the Compagnie has no obligation to draw up consolidated
financial statements and, as a result, the quantitative information in this document is provided
on a statutory basis, under French accounting standards, in respect of the business and under
Solvency 2 standards, in respect of the prudential items.

The quantitative information for the Compagnie primarily comprises information relating to the
ultimate holding company and to the 31 full-function branches itemised in appendix F.1

The factoring activities and credit insurance subsidiaries are not consolidated by the Compagnie
but by Coface SA: this for the most part explains the discrepancies in revenue and results.
External reinsurance activities are covered by Coface Re, an entity consolidated by Coface SA

In the absence of a specific paragraph or note, the qualitative or quantitative information in this
document is valid for both establishments.

This report has not been reviewed by the Statutory auditors of Coface SA or the Compagnie,
although it has been approved by the respective boards of Coface SA and the Compagnie.
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Summary

2016 was a year of strategic change for Coface SA and the Compagnie. Key highlights are as follows:

“Fit to win"” strategic plan

Coface gave a presentation on its new strategic plan at its first “investor day”, organised on 22
September 2016 in London. This plan, entitled Fit to Win, is intended to position Coface as the most
agile global partner in the sector, while at the same time evolving towards a more efficient capital
model. The plan addresses three key points over three years: strengthening of risk and information
management, improvement of operational efficiency and implementation of selective and profitable
growth.

Transfer of the management of state export guarantees

Coface disposed of its state export guarantee management business to Bpifrance on 31 December 2016.
The teams and information systems dedicated to this business line were transferred as of 2 January
2017.

Governance

Pursuant to decisions made by their respective boards, Coface SA and the Compagnie appointed Xavier
Durand as chief executive officer.

In 2016, Coface strengthened its teams and developed its structure to boost efficiency, speed and
service to the client, while at the same time significantly consolidating its control functions.

Furthermore, the Coface Group executive board decided to adjust the European structure with a view to
rebalancing the regions and enhancing consistency from a geographical point of view. Spain and
Portugal have therefore been added to the Mediterranean region and no longer form part of Western
Europe and Russia has been moved from the Northern Europe region to Central Europe.

Capital transactions and financial soundness

Coface put in place a contingent capital facility of 100 million euros, for a period of three years, available
in one tranche and exercisable on the occurrence of certain extreme events. This contingent capital
facility supplements existing capital management and solvency tools. It is part of the prudent
management of capital in the context of Pillar 2 of Solvency 2 and protects the Group against extreme
risks.

Risk profile

Coface SA and the Compagnie continued to implement actions to reduce risks in various sensitive
geographical areas and various economic sectors deemed to be risky. This led to a drop in global
revenues, mainly in Asia.

The group’s reinsurance strategy also changed between 2016 and 2017, with cessions under the quota
share treaty increasing from 20% to 26% in order to strengthen the group’s financial soundness and
optimise its capital.

With regard to the investment portfolio, the Group and the Compagnie reduced their exposure to
European equities.
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A Activity and results

A.l1 Business

A.1.1 General Introduction

A.1.1.1 Name and legal form of the companies

Coface SA is a public limited company with share capital of 314,496,464 euros whose registered office is
located at 1 Place Costes et Bellonte, 92270 Bois Colombes, France. It is registered on the Nanterre
Trade and Companies Register under number 432 413 599.

The Compagnie is a public limited company with share capital of 137,052,417 euros whose registered
office is located at 1 Place Costes et Bellonte, 92270 Bois Colombes, France. It is registered on the
Nanterre Trade and Companies Register under number 552 069 791.

A.1.1.2 Name and contact details of the supervisory authority responsible for
financial control
Coface SA and the Compagnie are both governed by the French Insurance Code and subject to

prudential supervision by ACPR (French prudential and resolution control authority) located at 61 rue
Taitbout in Paris (75009).

A.1.1.3 Name and contact details of the external auditors
A1.1.3.1 Principal statutory auditors — Coface SA

Deloitte & Associés

185 avenue Charles-de-Gaulle
92200 Neuilly-sur-Seine
Represented by Damien Leurent

KMPG S.A.

Tour EQHO

2 avenue Gambetta

CS 60055 92066 Paris la Défense Cedex
Represented by Francine Morelli

A.1.1.3.2 Alternate statutory auditors — Coface SA

BEAS

195 avenue Charles-de-Gaulle
92200 Neuilly-sur-Seine
Represented by Mireille Berthelot
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KPMG AUDIT FS 1

Tour EQHO

2 avenue Gambetta

CS 60055 92066 Paris la Défense Cedex
Represented by Isabelle Goalec

A1.1.3.3 Principal statutory auditors — the Compagnie

Deloitte & Associés

185, avenue Charles de Gaulle
92524 Neuilly sur Seine Cedex
Represented by Damien Leurent

KPMG SA

EQHO- 2 Avenue Gambetta

CS 60055 92066 Paris La Défense
Represented by Francine Morelli

A.1.1.34 Alternate statutory auditors — the Compagnie

BEAS

195 avenue Charles-de-Gaulle
92200 Neuilly-sur-Seine
Represented by Mireille Berthelot

KPMG AUDIT FS 1

Tour EQHO

2 avenue Gambetta

CS 60055 92066 Paris la Défense Cedex
Represented by Régis Tribout

A.1.2 Holders of qualifying stakes in the company

A.1.2.1 Coface SA

The following table details changes in the Group’s capital and voting rights over the past two years:
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As at 31/12/16 As at 31/12/15

Shares Voting rights Shares Voting rights Shares Voting rights
Natixis * 64,853,881  41% 64,853,881 41% 64,853,870 64,853,870 64,853,869 64,853,869
Employees 383,618 0% 383,618 0% 378,937 378,937 390,959 390,959
Public 91,666,723  58% 91,666,723 58% 91,718,823 91,718,823 91,922,573 91,922,573
Treasury shares (liquidity
contract and transactions 344,010 0% 0 0% 296,591 0 80,819 0
on treasury shares)
Other 0 0% 0 0% 11 11 12 12
Total 157,248,232 1% 156,904,222 1% 157,248,232 156,951,641 157,248,232 157,167,413

A.1.2.2 The Compagnie
The Compagnie is wholly owned by Coface SA.

A.1.3 Information on the position occupied by the company in the
group structure

The following diagram represents Coface SA's legal structure and shows its material subsidiaries and

branches.
[ N | COFACE Group ¥
S Natixis

—— 13 Compagnie Free float - Factoring

COFACE GROUP @ 41.24% =8.75% - Credit insurance

e R R

| |

1 COFACE SA COFACE Re |

100%

| |

| |

| | Compagnie frangaise d’assurance I

1 pour le commerce extérieur @ P coface L

1 (United 100% 100% Seguro 1

1 Credit insurance Statas) Credito 1
branches:

| Cotace ~Germany O 100% | 75.8% Etaimend |

I Finanz Poland -Austria Brasileira 1

Factoring

1 (Germany) (Poland) -Italy 1

| -UK . s 100% 100% Coface |
'Spam Sigorta Do Brasil 1

| .Hong Kong Turkey

| -Singapore . o |

I -Australia 100% LSSV Coface Rus I
-Argentina South Africa Insurance

! -Canada And other 1

| shareholdings I
I ] Service Companies.
l———————— “““““‘——————————————I

! Registered office of Natixis: 30 avenue Pierre Mendeés France - Inmeuble Arcade de seine - 75013 Paris - France

? Details of the parent-subsidiary relationships are presented in appendix F1. This summarises the entities, their addresses, the
consolidation method, the control and interest percentage, by region and by country, as at 31/12/2016 and 31/12/2015.

? The Compagnie is thus the Group’s main operating company and main insurance company. It also holds the two Group companies
authorised to carry out factoring activity: Coface Finanz in Germany and Coface Factoring Poland in Poland.
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A.1.4 Significant business lines and geographical areas where the
establishments carry out their activities

The business of the establishments is mainly focused on credit insurance which represented 89% of
Coface SA's revenues in 2016. It consists of offering solutions to companies in order to protect them
against the risk of financial default by their debtor clients, on both domestic and export markets.

In some countries, primarily in Central Europe, the Group is marketing information and recovery
products without insurance or surety bond cover.

As a general rule, Coface SA carries out its activities through wholly owned subsidiaries, while the
Compagnie carries out its business through 31 branches, credit insurance subsidiaries and 2 factoring
companies.

Both establishments (Coface SA and the Compagnie) operate in seven operational regions:
Northern Europe,

Western Europe,

Central Europe,

the Mediterranean and Africa,
North America,

Latin America,

Asia Pacific.

The Group also operates on the German and Polish factoring markets and on the surety bond market.

A.1.5 Substantial transactions and significant events in 2016

A1.5.1 "Fit to Win" strategic plan

In September 2016, after a strategic study initiated by Xavier Durand when he began his role as the
Group's chief executive officer in February 2016, Coface SA announced its three-year strategic plan, “Fit
to Win", to the market and to its staff. This plan is the result of in-depth consultations, involving 31
countries, all the regions and all the Group's key functions.
Fit to Win aims to reposition the Group as the most agile international credit insurer in the sector and to
steer its capital management model towards greater efficiency and profitability. This plan should enable
Coface SA to strengthen its customer service, increase its market share and exercise greater control over
its risks, costs and therefore earnings throughout the cycle.
In support of this plan, the Group has placed four values at the heart of the Group's culture:

Client focus,

Expertise,

Courage & Responsibility,

Collaboration.

These values guide the operational principles and behaviours that every Group employee is required to
adopt.
A.1.5.2 Transfer of the management of state export guarantees

The Compagnie has managed export guarantees since 1946 on behalf of and under guarantee from the
French State, covering risks that are uninsurable by the private market. In 2016, this activity represented
4% of its consolidated revenue.
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The amending finance law of 29 December 2015 (no. 2015-1786) provided for the transfer of this
management activity to a subsidiary of the Bpifrance group. The law of 29 December 2016 (no. 2016-
1917, article 47 and 127) set the effective date of transfer at 1 January 2017. Coface SA therefore
disposed of its state export guarantees management business to Bpifrance on 31 December 2016, and
the teams and information systems dedicated to this business line were transferred as of 2 January 2017.
In consideration for this transfer, Coface SA received compensation and incurred costs, corresponding to
a net exceptional gain of 75 million euros before tax recorded in the accounts for the financial year
ended on 31 December 2016.

A.2 Underwriting results

A.2.1 Aggregated results

At the end of 2016, which marked the start of its transformation, Coface SA recorded revenues of
1,411.3 million euros, down 3.6% (at constant scope and exchange rates) compared with 2015. The
claims ratio after reinsurance amounted to 65.5%, within the target range announced on 4 July 2016
and, thanks to tight cost controls, the cost ratio after reinsurance was 31.9%.

Net income (group share) amounted to 41.5 million euros; this included 36.5 million euros for non-
recurring items relating to the transfer of the management of State guarantees and the roll-out of Fit to
Win.

The new Solvency 2 prudential regime came into effect on 1 January 2016. Calculated in accordance with
the standard formula, the capital coverage ratio necessary for covering insurance and factoring risks
stood at 150% at 31 December 2016 for Coface SA. This level, within the target range of 140%-160%,
enables the group to renew its commitment to distribute at least 60% of its net income, as proposed
this year.

The Compagnie's capital ratio stood at 255% at 31 December 2016.

A.2.2 Detailed results

A.2.2.1 Coface SA
A.2.2.1.1 Turnover

Coface SA's consolidated revenue fell from 1,489.5 million euros in 2015 to 1,411.3 million euros in 2016.
There was no scope effect for the 2016 financial year. The foreign exchange effect was a fall of 1.7
points, mainly linked to devaluations of the Argentinean peso, pound sterling, Turkish lira and Mexican
peso.
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The following table illustrates the change in Coface SA’s consolidated revenue for each activity as at 31
December 2015 and 2016:

Change in consolidated

revenue by business line As at 31 December
: o Coface SA 2015 (In €m) (as %: at constant
(in millions of euros) scope and exchange
Insurance 1,341 1,419 -78 -5.5% -3.8%
Gross earned premiums 1,115 1,186 -71 -6.0% -4.1%
Services* 226 233 -8 -3.2% -2.7%
Factoring 71 71 0 0.0% 0.6%
Consolidated revenue 1,411 1,490 -78 -5.3% -3.6%

* Amount of the revenue originating from services related to credit insurance (“Fee and commission income” and “Compensation for public
procedures management services”) and services marketed for the benefit of customers without credit insurance (services comprising access
to information on the solvency of companies and to marketing information (“Information and other services”) and for recovery of
receivables (“Receivables management”)).

Revenue for the insurance business line (including surety bond and single risk) was down by 5.5% (down
by 3.8% at constant scope and exchange rates), from 1,418.9 million euros in 2015 to 1,340.7 million
euros in 2016.

Gross earned premiums fell by 6.0% (-4.1% at constant scope and exchange rates), from 1,185.9 million
euros in 2015 to 1,115.1 million euros in 2016, as a result of pressure on prices and lower client activity
in the most mature regions (Western Europe and Northern Europe) and the impact of action plans on
risk, more particularly in Asia.

Annual new business amounted to 139.1 million euros in 2016, i.e. a drop of 2.5% compared with 2015,
and remained stable outside of Asia.

The contract retention rate (relationship between the annual value of renewed policies and the value of
policies to be renewed during the year) improved slightly to 88.5% as at 31 December 2016 (against
87.7% in 2015).

The decline in prices was more moderate over 2016 at -1.7% against -2.5% in 2015 (as at 31 December
2016). Mature markets were beginning to stabilise despite the background of strong pressure on prices.
Price rises were observed in Latin America.

The “volume of client business” component (turnover/business of policyholders) rose by only 0.8% in
2016 (against +2.5% in 2015) marked by the economic downturn especially in emerging regions. It did
however remain positive and contributed to the growth of our portfolio due in particular to the good
stability of the Mediterranean & Africa region.

Revenue from the services business was down by 7.5 million euros, falling from 233 million euros in

2015 to 225.5 million euros in 2016, i.e. a fall of 3.2% (-2.7% at constant scope and exchange rates)
mainly due to the decrease in fees on public procedures.
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A.2.2.1.2 Change in revenues by region®

The following table illustrates the changes in the Coface Group’s consolidated revenue (net of intra-
group cash flows) for its seven geographical regions for the financial years ended on 31 December 2015
and 2016:
Change in consolidated revenue by As at 31 December
invoicing region
Coface SA 2016 2015 (In €m) (as %)

(as %: at constant (as %: at constant scope

(in millions of euros) exchange rates) and exchange rates)
Western Europe 327 363 -36 -10,0% -8,4% -8,4%
Northern Europe 307 325 -17 -5,3% -5,3% -5,3%

Mediterranean & Africa 332 340 -8 -2,5% -1,3% -1,3%
North America 136 131 5 3,7% 4,0% 4,0%

Central Europe 121 125 -4 -3,2% -1,1% -1,1%

Asia Pacific 110 121 -12 -9,5% -10,9% -10,9%

Latin America 78 84 -6 -6,9% 9,0% 9,0%
Consolidated revenue 1411 1490 -78 -5,3% -3,6% -3,6%

In Western Europe, revenue was down by 10% (-8.4% at constant scope and exchange rates) due to a
downturn in business activity and pressure on prices. In particular, revenue generated by the Single Risk
offering fell heavily due to difficult market conditions in the United Kingdom, Switzerland and France.
Lastly, fees on public procedures fell by 6.6 million euros.

In Northern Europe, revenues shrank by 5.3%. The region suffered from heavy pressure on prices and
volumes. Against a background of widespread access to market liquidity and falling interest rates, the
factoring business in Germany showed resilience (falling by 0.9%).

In the Mediterranean & Africa, revenue was down by 2.5% (-1.3% at constant scope and exchange rates).
Italy saw good business performances which were however cancelled out by premium rebates granted
on the Spanish market where the risk environment was favourable.

In North America, revenue was up by 3.7% (+4.0 % at constant scope and exchange rates) thanks to the
large accounts client base.

Central Europe showed a decrease of 3.2% (-1.1% at constant scope and exchange rates) due to a
decrease in revenues from recovery of receivables, in line with the relatively low level of claims in this
region. Factoring in Poland was up 6.7% (+11% at constant scope and exchange rates), indicating a
rebound in business performances.

In Asia Pacific, revenue was down 9.5% (-10.9%, at constant scope and exchange rates), as a result of the
measures to reduce risks and tighten underwriting rules.

In Latin America, a rise in revenue was observed of 9 % at constant scope and exchange rates. This
growth was attributable not only to the high inflation recorded in the region but also to rate increases as
well as a dynamic business environment particularly in Argentina.

A.2.2.2 The Compagnie
A.2.2.21 Turnover

I A change in the structure of the regions was put into operation on 11 April 2016 and has led to certain adjustments. Portugal and
Spain, initially included in the Western Europe region, have been transferred to the Mediterranean & Africa region. Russia, initially
included in the Northern Europe region, has been transferred to the Central Europe region.
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The revenue of the Compagnie amounted to 1,115.3 million euros, down 6.4% compared with December
2015 at constant scope.

The following table illustrates the changes in revenue, for each business activity, as at 31 December 2015
and 2016:

Change in consolidated revenue by
invoicing region

The Compagnie

(in millions of euros) As at 31 December 2016 As at 31 December 2015
Direct business premiums 857 916 -6,4%
Accepted premiums 169 183 -7.2%
Earned premiums 1027 1098 -6,5%
Fee and commission income 30 29 3,6%
Other underwriting revenue [ 58" 64 -9,2%
Total revenue 1115 1192 -6,4%

The earned premiums of the Compagnie amounted to 1,026.7 million euros, down 6.5% compared with
December 2015. Fee and commission income increased by 3.6% to reach 30.1 million euros as at 31
December 2016. Finally, other revenues amounted to 58.5 million euros, down 9.2% compared with
December 2015.

A.2.2.2.2 Change in revenues by region

The following table illustrates the changes in the revenue of the Compagnie for its seven geographical
regions for the financial years ended on 31 December 2015 and 2016:

Change in consolidated
revenue by invoicing region

The Compagnie As at 31 December 2015 As at 31 December 2015

(in millions of euros) As at 31 December 2016 (Proforma *) (published)
Western Europe 293 328 531 -10,9%
Northern Europe 213 230 231 -7,6%
Central Europe 92 95 89 -3,6%
Mediterranean and Africa 277 289 180 -4,2%
Latin America 51 50 15 1,9%
North America 79 76 23 4,1%
Asia Pacific 111 123 122 -9,4%
Total revenue 1115 1192 1192 -6,4%

* 31-dec.-15 proforma: From now on, accepted premiums are shown by country of invoicing. Previously they were shown by country of accounting (2015 published accounts). In
addition, Spain and Portugal are now attached to the “Mediterranean and Africa” region although in the 2015 published accounts, they were attached to “Western Europe”.

In Western Europe, revenue was down by 10.9% due to a downturn in business activity and to pressure
on prices. In particular, revenue generated by the Single Risk offering fell heavily due to difficult market
conditions in the United Kingdom, Switzerland and France.

In Northern Europe, revenues shrank by 7.6%. The region suffered from heavy pressure on prices and
volumes.

In Mediterranean & Africa, revenues were down by 4.2%. Italy saw good business performances which
were however cancelled out by premium rebates granted on the Spanish market where the risk
environment was favourable.

In North America, revenue was up by 4.1% thanks to the large accounts client base.

Central Europe showed a decrease of 3.6% due to a decrease in revenues from recovery of receivables,
in line with the relatively low level of claims in this region.
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In Asia Pacific, revenue was down by 9.4%, as a result of the measures to reduce risks and tighten
underwriting rules.

In Latin America, a rise in revenue was observed of 1.9%. This growth was attributable not only to the

inflation recorded in the region but also to rate increases as well as a dynamic business environment
particularly in Argentina.

A.2.3 Comparison

A.2.3.1 Income — Coface SA

Consolidated income statement

Coface SA

(in millions of euros) As at 31 December 2016 As at 31 December 2015 Change (%)

Revenue 1411 1490 -5,3%
Gross written premiums 1202 1269 -5,3%
Premium rebates -93 -81 14,0%
Net change in unearned premium provisions 6 -2 -437,9%
Gross earned premiums 1115 1186 -6,0%
Fee and commission income 129 126 2,6%
Net banking income 71 71 0,0%
Cost of risk -4 -5 -10,1%
Revenue or income from other activities 97 107 -10,0%
Investment income, net of management expenses 47 50 -6,6%
Gains and losses on disposals of investments 1 3 -61,2%
Investment income, net of management expenses (excluding finance ¢ 48 53 -9,5%
TOTAL INCOME FROM ORDINARY ACTIVITIES 1 455 1538 -5,4%
Claims expenses -706 -605 16,6%
Expenses from banking activities, excluding cost of risk -13 -14 -6,4%
Expenses from other activities -44 -45 -1,1%
Income from ceded reinsurance 240 214 12,0%
Expenses from ceded reinsurance -258 -266 -3,1%
Income and expenses from ceded reinsurance -18 -51 -65,8%
Policy acquisition costs -255 -274 -6,8%
Administrative costs -275 -270 1,9%
Other current operating expenses -83 -82 1,7%
TOTAL CURRENT INCOME AND EXPENSES -1 394 -1341 3,9%
CURRENT OPERATING INCOME 61 197 -69,0%
Other operating expenses -55 -5 900,8%
Other operating income 108 1 8520,1%
OPERATING INCOME 114 192 -40,5%
Finance costs -18 -18 -0,6%
Share in net income of associates -6 2 -370,7%
Income taxes -48 -49 -1,5%
CONSOLIDATED NET INCOME BEFORE NON-CONTROLLING INTER 42 127 -66,9%
Non-controlling interests -1 -1 -41,1%
NET INCOME (GROUP SHARE) 42 126 -67,1%
Earnings per share (in €) 0,26 0,80 -67,5%
Diluted earnings per share (in €) 0,26 0,80 -67,5%
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A.2.3.1.1 Breakdown by geographical area

Consolidated income statement

Coface SA NORTHERN WESTERN ~ CENTRAL MEDITERRANEAN-  NORTH LATIN ASIA GROUP HOLDING INTER-
(in millions of euros) EUROPE EUROPE EUROPE AFRICA AMERICA  AMERICA PACIFIC  REINSURANCE  COGERI COSTS ZONE

REVENUE 303 331 124 334 136 78 110 956 27 - 987 1141
including earned premiums 197 236 96 282 123 75 107 956 - - - 956 1115
including factoring 62 - 9 - - - - - - - 71
including fee and commission income and related services 45 95 19 52 13 3 3 - 27 - 32 226

Claims expenses (including management costs) -5 - a - 48 - 40 - 104 - 45 - 157 - 661 - 3 659 - 706

Cost of risk - 4 - - 0 - - - - - - 4

Commissions. - 21 - 34 - 6 - 34 - 30 9 23 - 264 - - 268 - 153

Other internal overheads - 18 - 134 - 40 - 98 - 31 - 22 32 - - 28 - 45 30 - 518

UNDERWRITING INCOME BEFORE REINSURANCE * 44 71 29 61 - 29 3 101 31 - 0 - 49 - 30 30

Net income from ceded reinsurance 5 - 3 - B 3 1 3 8 - 30 - - B 18

Other operating income and expenses - 20 7 - 2 - o - 2 - 1 - - - - - 53

Financial income, net of management expenses (excluding finance costs) 8 17 5 9 1 8 2 0 1 1 48

Finance costs - 0 1 - 0 - 0o - 1 0 0 16 0 18

OPERATING INCOME INCLUDING FINANCE COSTS 37 134 30 67 - 31 6 82 1 0 66 96

Share in net income of associates - 6 - B B - - - - - - B 6

PRE-TAX INCOME 37 128 30 67 - 31 6 82 1 - 0 - 66 - 90

Income taxes - 12 - 48 - 6 - 21 10 1 4 - 0 0 23 1 - 48

CONSOLIDATED NET INCOME BEFORE NON-CONTROLLING INTERESTS 25 81 24 46 - 20 7 - 78 0 - 0 - 43 1 42

non-controlling interests - N 0 - 0 - 0 0 0 0 , N N , _ 1

NET INCOME (GROUP SHARE) 25 81 23 46 - 20 7 78 o - o - 43 1 42

A.2.3.1.2 Underwriting income

Gross reinsurance underwriting income fell by 164.3 million euros, from 194.8 million euros in 2015 to
30.5 million euros in 2016. It is obtained by subtracting the gross or net claims and acquisition and
management costs from the gross or net premiums collected during a financial period. This fall was the
main consequence of declining revenue (down 78.2 million euros) combined with a rise in losses (100.3
million euros).

The combined ratio before reinsurance stood at 96.4% (an increase of 13.9 points) breaking down into a
loss ratio up by 12.2 points and a cost ratio up by 1.7 points. The deterioriation in the cost ratio was
primarily due to a significant decrease in revenue, in particular for earned premiums (down by 70.8
million euros). Internal overheads remained well under control, down by 1.1% (+0.4 % at constant scope
and exchange rates).

Net reinsurance underwriting income fell by 130.6 million euros, from 143.4 million euros in 2015 to 12.8
million euros in 2016, in line with gross reinsurance underwriting income (down 164.4 million euros) but
benefiting from a positive impact on the group’s external reinsurance.

The cost of reinsurance decreased substantially, from 51.4 million euros in 2015 to 17.6 million euros in
2016 due to the increase in the loss ratio and a non-recurrent gain of 13.8 million euros (exceptional
adjustment for claim recovery costs in Northern Europe).

A.2.3.1.3 Operating income

Current operating income, i.e. exclusive of finance costs and other operating income and expenses, was
down by 135.6 million euros, i.e. -69.0%, from 196.5 million in 2015 to 60.9 million euros in 2016.

The net combined ratio, including exceptional items, increased by 14.3 points, from 83.1% in 2015 to
97.4% in 2016 ,+12.9 points of which was attributable to the net loss ratio and +1.4 points to the cost
ratio.

Other operating income and expenses amounted to 53.5 million euros and were mainly made up of:
. compensation payments received following the transfer of the export support public procedures

management activity to the Bpifrance group and other revenues and expenses connected with
this business leaving the scope of consolidation (75 million euros);

. revenue associated with a reversal of the provision for employee-related commitments of 14.1
million euros and the corresponding discounting of actuarial rates of 5.1 million euros.

. expenses of 38.6 million euros in connection with the roll-out of the Fit to Win strategic plan.

Interest charges on hybrid debt amounted to 16.1 million euros in 2016, stable compared with 2015
(debt issued on 27 March 2014).
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The decrease in the Coface Group’s operating income stemmed simultaneously from deterioration in the
loss rate and from negative growth in revenues. All regions contributed positively to operating income
except for Asia Pacific and North America which were heavily impacted by a rise in loss rates. We want
to highlight the return to better fortunes of the Latin America region.

A.2.3.1.4 Netincome

The Coface Group's effective tax rate was up, rising from 28.1% in 2015 to 50.1% in 2016. This increase is
partly explained by the total non-recognition of deferred taxes on fiscal deficits and the removal of an
exceptional positive effect recognised for Italy in 2015.
Net income (group share) amounted to 41.5 million euros, down 67%.
Restatement of the following non-recurring exceptional items:

. revenue and expenses connected with transfer of the public procedures management activity;

. revenue connected with the alignment of certain employee-related benefits;

. costs incurred by the roll-out of the Fit to Win strategic plan;

Excluding income generated by the operational activities of public procedures management (17.1
million euros), a net loss (group share) of -12.0 million euros was recognised in 2016.

A.2.3.2 Income — the Compagnie

Income statement (F-GAAP)

The Compagnie
(in millions of euros) As at 31 December 2016 As at 31 December 2015 Change (%)

Revenue 1,115 1,192 -6%
Gross written premiums 1,113 1,178 -6%
Premium rebates -90 -79 15%
Net change in unearned premium provisions 4 -2 -318%
Gross earned premiums 1,027 1,098 -6%
Fee and commission income 30 29 4%
Revenue or income from other activities 58 64 -9%
Investment income, net of management expenses (excluding finance costs) 102 71 43%
Total income from ordinary activities 1,217 1,263 -4%
Claims expenses -653 -536 22%
Change in the equalisation reserve, 71 -23 -409%
Income and expenses from ceded reinsurance -28 -70 -61%
Policy acquisition costs -231 -251 -8%
Administrative costs -180 -181 -1%
Other current operating expenses -61 -54 12%
Total current income and expenses -1,082 -1,117 -3%
CURRENT OPERATING INCOME 135 146 -7%
Other operating expenses -114 -6 1663%
Other operating income 128 5 2450%
OPERATING INCOME 146 145 1%
Finance costs -14 -14 0%
Incentive and profit-sharing -4 -5 -18%
Income taxes -80 -54 48%
NET INCOME 52 72 -28%
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A.2.3.2.1 Breakdown by geographical area

Income statement (F-GAAP)
By geographical area

The Compagnie
(in'millions of euros)) As at 31 December 2016 As at 31 December 2015

Western Europe 39 7 423%
Northern Europe -21 69 -130%

Central Europe 0 18 -102%
Mediterranean and Africa 11 11 0%
Latin America 1 -4 -137%

North America 4 1 538%

Asia Pacific 18 -30 -160%

Reinsurance income 52 72 -28%

A.2.3.2.2 Underwriting income

Gross reinsurance underwriting income fell by 61.4 million euros (down 33.6% compared with December
2015), from 182.8 million euros in 2015 to 121.3 million euros in 2016. This fall was the main
consequence of declining revenue (down 76.2 million euros) combined with a rise in the loss rate.

The cost of reinsurance fell by 60.6% in 2016, from 70.5 million euros in 2015 to 27.7 million euros in
2016.

The fall in the cost of reinsurance resulted from the increase in the loss ratio and a non-recurring gain of
13.8 million euros (exceptional adjustment for claim recovery costs, ceded to reinsurers in Northern
Europe).

The underwriting income of the Compagnie fell by 17% from 112.3 million euros in 2015 to 93.6 million
euros in 2016.

A.2.3.2.3 Operating income

Current operating income, i.e. exclusive of finance costs and other operating income and expenses, was
down by 10.6 million euros, i.e. -7.3 %, from 145.9 million in 2015 to 135.3 million euros in 2016.

The net combined ratio, including exceptional items, increased by 22.1 points, from 85.5% in 2015 to

107.7% in 2016, +16.4 points of which was attributable to the loss ratio and +5.7 points to the cost ratio.

Other operating income and expenses amounted to 14.3 million euros and were mainly made up of:
compensation payments received following the transfer of the export support public procedures

management activity to the Bpifrance group and other revenues and expenses connected with
this business leaving the scope of consolidation (75 million euros);

revenue associated with a reversal of provision on employee-related commitments of 13.7
million euros,

expenses of 34.7 million euros in connection with the roll-out of the Fit to Win strategic plan,

a change in accounting method for the Colombes funds leading to an expense of 63.9 million
euros (before tax),

revenue of 19.8 million euros in connection with accounting corrections in respect of previous
financial years following the branch conversion process carried out in 2012.

Interest charges on debt amounted to 14.3 million euros in 2016, stable compared with 2015 (debt
incurred with Coface SA following issuance of the hybrid debt on the market on 27 March 2014).
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A.2.3.24 Netincome

Net income for financial year 2016 was therefore 52 million euros, down 28% compared with 2015.

A.3 Earnings from investments

A.3.1 Detailed results over the period

A.3.1.1 Changes in financial markets

2016 was a year marked above all by two political events with totally unexpected outcomes: the British
vote for the Brexit in June, and then Donald Trump's election as US president in November. The current
economic climate did not reserve any major surprises in developed countries: recoveries continued at a
modest pace on either side of the Atlantic. In emerging markets, after serious doubts at the beginning
of the year, the situation gradually improved (with significant disparities however between the
countries), helped by the stabilisation of the situation in China and by the rebound in the oil price.

A.3.1.2 Financial income from investments— Coface SA
A.3.1.2.1 Changes in the investment portfolio

In this economic environment, the Group, in line with the defined strategic allocation, increased its
exposure to the sovereign debt of the main issuers of financial markets, as well as to European unlisted
real estate while at the same time reducing its exposure to European equities.

These investments were all carried out in a strictly defined risk framework; the quality of issuers, the
sensitivity of issuances, the dispersion of issuer statuses and geographical areas are the subject of
specific rules defined in the different management mandates granted to the Group's dedicated
managers.

The portfolio’s market value increased during the 2016 financial year, thanks to a positive return on the
investment portfolio. The investment portfolio by major asset classes can be broken down as follows>:

Investment portfolio As at 31 December

Coface SA 2016 2015

(in millions of euros) (In €m) (as %) (In €m) (as %)

Investment property 137.9 5.4% 111.7 4.5%
Equities 126.5 5.0% 218.9 8.8%
Bonds 1,796.3 70.3%  1,691.1 68.3%
Loans, deposits and other financial investments 4949 19.4% 4533 18.3%
Total financial assets 2,555.7 100% 2,475.0 100%

2 The figures shown may differ from those in the 2016 Registration Document. This difference is explained by an introduction to the
Solvency 2 standards in this document and an introduction to the IFRS standards in the 2016 Registration Document.
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A.3.1.2.2 Performance of the investment portfolio

The ever-weaker rates of return have led to a slight fall in the rate of return for the Group's portfolio.
Income from investments amounted to 43.5 million euros, compared with 49.9 million euros in 2015.

Income from the investment portfolio

COFACE SA

(in ' millions of euros)| As at 31 December 2016 "As at 31 december 2015
Equities 1.6 14.2 -88.7%
Fixed-income instruments 37.5 334 12.3%
Investment property 4.4 23 91.3%
Total investments 43.5 49.9 -12.8%
Including outsourcing 35 4.5 -22.2%
non consolidated subsidiaries 14 7.0 -80.0%
Income from foreign exchange 6.3 -1.2 -625.0%
Financial costs and investment expenses 5312 -2.7 18.5%
TOTAL 48.0 53.1 -9.6%

After income from non consolidated subsidiaries, foreign exchange and derivatives, financial expenses
and investment expenses, the financial income in 2016 amounted to 48 million euros.

A.3.1.3 Financial income from investments — the Compagnie
A.3.1.3.1 Changes in the investment portfolio

The Compagnie investment portfolio followed the same trends as the group in terms of allocation.
However there was a reduction in outstandings in respect of reinsurance payments (payments sent to
Coface Re).

The investment portfolio of the Compagnie can be broken down as follows:

Investment portfolio As at 31 December

The Compagnie 2016 2015

(in millions of euros) (In €m) (as %) (In €m) (as %)

Investment property 117,0 53% 99,8 4,3%
Shares 101,3 4,6% 1989 8,6%
Bonds 14449 650% 14344 62,3%
Loans, deposits and other financial investments 559,0 25,2% 567,9 24, 7%
Total financial assets 22222 100% 2 301,0 100%

Revenue relating to investments (excluding revenue from equity holdings) was 20.5 million euros in
2016 compared to 48.1 million euros in 2015.

A.3.1.3.2 Performance of the investment portfolio

The financial income of the Compagnie amounted to 87.9 million euros in 2016 and 57.2 million euros in
2015. It included 70.8 million euros of revenue from equity holdings, compared to 20.3 million euros in
2015.
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Income from the investment portfolio As at 31 December

The Compagnie

(in millions of euros) 2016
Revenue from investments 91 68
Gains on the realisation of investments 55 45
TOTAL INCOME 146 113
Financial expenses = 17 - 16
Management of investments - 2 - 2
Provision for impairment in value of investmer - 5 - 2
Other investment expenses - S - 1
Losses on the realisation of investments = 31 - 35
TOTAL EXPENSES - 58 - 56
FINANCIAL INCOME 88 57

This income is not in line with group income due mainly to the differences in scope of consolidation and
standards.

In the statutory accounts of the Compagnie, due to the German cash-pooling agreement, the income of
the German subsidiaries was recorded as financial income while in the group’s IFRS accounts these
entities were consolidated and contributed to overall outcome.

Furthermore, French accounting standards do not permit a detailed breakdown of dedicated funds,
unlike the IFRS standards for the group.

A.3.2 Impact on equity

A.3.2.1 Coface SA

Reserves - Non-recyclable Revaluation reserves -

(in millions of euros) Investment instruments gains and losses (IASI9R) ot Non-controlling interests Revaluation reserves
Amounts as at 1 January 2016 1074 - 253 - 53 76.9 30 79.9

Fair value adjustments on available-for-
sale financial assets - reclassified to 19 - 13 0.6 - 06

income
Fair value adjustments on available-for-

sale financial assets - recognized in 303 - - 9.6 207 - 0.6 202
equity

Change in res?rve for non-recyclable 78 24 - 54 o 54
gains and losses (IAS19R)

Amounts as at 31 December 2016 139.7 - 331 - 13.8 92.8 2.4 95.2

Reserves - Non-recyclable Revaluation reserves -

(in millions of euros) Investment instruments " Non-controlling interests Revaluation reserves
gains and losses (IAS19R) group share

Amounts as at 1 January 2015 1203 - 312 - 34 85.7 39 89.7
Fair value adjustments on available-for-

sale financial assets - reclassified to - 43 - 15 - 28 - 01 - 30
income
Fair value adjustments on available-for-

sale financial assets - recognized in - 8.7 - - 15 - 102 - 08 - 109
equity

Change in res.erve for non-recyclable 59 - 19 40 B 40
gains and losses (IAS19R)

Transactions with shareholders 0.1 - - 0.1 - 01

Amounts as at 31 December 2015 107.4 - 253 - 5.3 76.9 3.0 79.9

A.3.2.2 The Compagnie

The Compagnie prepares its financial statements under French GAAP. Profit and loss are not there
directly recognised as equity.
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A.3.3 Securitisation

Not applicable for Coface SA and the Compagnie.
In effect, as at 31/12/2016, no establishment has investments in securities issued in the context of a
securitisation in its financial portfolio.

A.4 Income from other activities

A.4.1 Other revenue and expenditure

A4.1.1 Transfer of the management of state guarantees to the Bpifrance Group

The Compagnie has managed export guarantees since 1946 on behalf of and under guarantee from the
French State, covering risks that are uninsurable by the private market. The amending finance law of 29
December 2015 (no. 2015-1786) provided for the transfer of management activity to a subsidiary of the
Bpifrance group. The law of 29 December 2016 (no. 2016-1917, article 47 and 127) set the effective date
of transfer at 1 January 2017. Coface SA therefore disposed of its state export guarantees management
business to Bpifrance on 31 December 2016, and the teams and information systems dedicated to this
business line were transferred as of 2 January 2017. In consideration for this transfer, Coface SA received
compensation and incurred costs, corresponding to a net exceptional gain of 75 million euros before tax
recorded in the accounts for the financial year ended on 31 December 2016.

The management of state export guarantees was a service activity that Coface SA used to carry out on

behalf of the French State. In 2016, this activity represented 4% of its consolidated revenue.

A4.1.2 Fit To Win

The roll-out of the Fit To Win strategic plan incurred an operating expense of 38.6 million euros.

A.4.2 Rental agreements

A4.2.1 Operating leases

Rental agreements mainly concerned office rentals and computer equipment rental and maintenance
contracts.
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Expenditure relating to rental agreements were as follows:

Expenditure on leases

Coface SA
(in millions of euros) 31/12/2016 31/12/2015
Expenses relating to office rentals 36.0 382 - 21
Expenses relating to
. . . 16.4 14.2 2.2
information technology expenditures
Total 52.4 52.3 - 0.1

Expenditures on leases

The Compagnie

(in millions of euros) 31/12/2016 31/12/2015
Expenses relating to office rentals 27.9 286 - 0.7
Expenses relating to
. . . 14.7 129 1.9
information technology expenditures
Total 39.8 38.4 1.2

The main office rental agreements are in respect of the Headquarter of the group and of the German
branch.

The group's registered office is located at 1, Place Costes et Bellonte, 92270, Bois Colombes, France. The
Compagnie holds a 9 year commercial lease over the registered office which began on 15 April 2013 and
which will terminate on 14 April 2022 (firm and non-reducible period).

The registered office of the German branch, Coface Deutschland, is located at Isaac-Fulda-Allee in
Mayence, Germany. Coface Deutschland has entered into a lease over its registered office with a term
running from 2001 to 2017. The property assets financed by means of leasing contracts are presented in

the consolidated financial statements as if they had been acquired directly by financial indebtedness.

As a reminder, a lease is classified as a finance lease if it substantially transfers the corresponding risks
and rewards incidental to ownership.

A422 Financial leases

Coface SA and the Compagnie do not have any financial leases.

A.5 Other information

No other material information is to be made publicly available.
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B Governance system

B.1 General information on the governance system

B.1.1 Governance structure

B.1.1.1 Coface SA’s governance structure
The company has a board of directors and a chief executive officer.
B.1.1.1.1 The board of directors

Until its meeting on 8 February 2017, the board of directors was made up of eleven members, of whom
54% were women and 45% were independent’;
Mr Laurent MIGNON, chairman;

Mr Jean Arondel;

BPCE represented by Ms Marguerite BERARD-ANDRIEU";

Mr Jean-Paul DUMORTIER;

Mr Eric HEMAR;

Ms Linda JACKSON;

Ms Sharon MACBEATH;

Ms Martine ODILLARD;

Ms Isabelle RODNEY, coopted to the seat of Mr Pascal MARCHETTI, who has resigned;

Ms Anne SALLE-MONGAUZE, coopted to the seat of Mr Laurent ROUBIN, who has resigned;
Mr Olivier ZARROUATL

The board of directors is governed by rules of procedure which may be consulted on the website
(http://www.coface.com/Group/Our-organisation) under the tab relating to the board of directors.

B.1.1.1.1.1 Notice to attend the board meeting

The board of directors meets as often as required by the company’s interests, and at least once a
quarter.

It meets when convened by the chairman. Furthermore, board members representing at least one third
of the members of the board may, by stating the agenda for the meeting, convene a board meeting if a
meeting has not been held for more than two months. Where the role of chief executive officer is not
held by the chairman, the chief executive officer may also ask the chairman to convene the board
meeting on a predetermined agenda.

The board meets either at the registered office, or at any other place specified in the notice to attend.
The notice to attend is sent to members of the board by ordinary letter or by electronic mail a
reasonable period before the scheduled meeting date. It is issued by the secretary of the board of
directors.

? Since the company was controlled by Natixis as defined in article L. 233-3 of the French Commercial Code, the recommendation of
article 8.3 of the AFEP-MEDEF Code, under which at least one third of this committee must be independent members, was met.

* BPCE, represented by Marguerite BERARD-ANDRIEU, resigned on 8 February 2017. As such, at its meeting on 8 February 2017, the
board of directors coopted Mr Daniel KARYOTIS, chief executive officer of Banque Populaire Auvergne Rhéne Alpes, as board member.
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In the event of an Emergency as defined below (“Emergency”), the accelerated procedure described
below may be used.

An Emergency is defined as an exceptional situation (i) characterised by the existence of a short
deadline, imposed by a third party under penalty of foreclosure and where non-compliance would be
likely to result in prejudice for the company or one of its subsidiaries or (ii) requiring a rapid response
from the company that would be incompatible with the usual time frames for convening board
meetings.
In the event of an Emergency, the notice to attend may be sent by any appropriate means, even verbally,
and the time frames for the convening and meeting of the board of directors shall not be subject to the
provisions set out above, provided the chairman of the company’s board of directors has:

(i) sent prior notification explaining the Emergency to board members within the meaning

of the above definition; and
(i) sent all board members, together with the notice to attend the board meeting, all

relevant documents.

B.1.1.1.1.2 Information meeting at the initiative of the board of directors.

The board of directors meets with the heads of key functions, directly and on its own initiative, every
time that it deems necessary and at least once a year. Such meetings may take place without the chief
executive officer being present if the members of the board consider this to be necessary. The board of
directors may refer such meetings to a specialised committee set up by the board.

B.1.1.1.1.3 Information meeting at the initiative of the head of a key function.

The heads of key functions may inform the board of directors, directly and on their own initiative, of the
occurrence of events that justify such interventions. They must do so immediately on the occurrence of
any major problem arising within their area of responsibility. The information is sent by means of a
written report from the head of the relevant key function to the chairman. This report includes a detailed
explanation of the problem together with all items of information needed for it to be understood. This
report issues recommendations on how to remedy the situation. The chairman sends the report to the
board members.

B.1.1.1.1.4 Specialised committees set up by the board of directors

Under article 18 of the company's articles of association, the board of directors may decide to form,
internally or with the assistance of non board members, committees or commissions responsible for
studying issues that the board or its chairman has referred to them for examination. The board is
responsible for the work carried out by those committees or commissions.

In this context, the board of directors has set up an audit committee and an appointments and
remunerations committee, the structure, duties and operating rules of which are described below.
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B.1.1.1.1.4.1 Audit committee

At the date of this report, the audit committee , comprises Mr Eric Hémar (chairman), Ms Martine
Odillard and Ms Sallé-Mongauze (since 3 November 2016 as a replacement for Mr Pascal Marchetti).

Two thirds of the audit committee’s members are independent members of the board of directors. The
recommendation of the AFEP-MEDEF Code which states that the committee must comprise a majority of
independent members is therefore satisfied.

Duties (article 3 of the audit committee’s rules of procedure)

The audit committee’s role is to follow up on issues relating to the preparation and supervision
of accounting and financial information and to ensure the effectiveness of the mechanism for
risk monitoring and operational internal control, in order to facilitate the performance by the
board of directors of its supervisory and audit duties in this area.

In this context, the audit committee carries out the following key tasks:
a) Monitoring the process of preparing financial information

b) Monitoring the effectiveness of internal control, internal auditing and risk management systems relating
to financial and accounting information

c) Monitoring the statutory oversight of corporate and consolidated financial statements by the company’s
auditors

d) Monitoring the independence of the statutory auditors and compliance with the code of professional
ethics

e) Selection and reappointment of the Statutory auditors

The audit committee’s advices and recommendations are set out in a report, a copy of which is sent to
all members of the audit committee and, where applicable, by the chairman to the company’s board
members.

B.1.1.1.1.4.2 Appointments and remunerations committee

The appointments and remunerations committee was introduced in 2014 and comprises the Chairman
of the Board of Directors and two independent board members. It therefore complies with the AFEP-
MEDEF Code.

It formulates proposals on the level and terms of executive remuneration, the rules for allocation of
board member attendance fees, the general policy on remuneration, and issues recommendations for
executive appointments.

The board of directors decided to establish an appointments and remunerations committee at its
meeting of 15 July 2014. As from 15 July 2014 until the date of this report, the appointments and
remunerations committee has, , comprised Mr Olivier Zarrouati (chairman), Ms Sharon MacBeath and Mr
Laurent Mignon.

The appointments and remunerations committee is chaired by an independent board member and two
thirds of its members are independent members of the board of directors. The recommendation of the
AFEP-MEDEF Code which states that the committee must comprise a majority of independent members
is therefore satisfied.
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Duties (article 3 of the appointments and remunerations committee’s rules of procedure)

a) Role of the appointments and remunerations committee
The chief executive officer works with the appointments and remunerations committee on all matters
relating to the appointment of executives (save for any issue addressing their remuneration).
The appointments and remunerations committee prepares the decisions of the company’s board of
directors on the following matters:

(i) The terms and conditions of remuneration
The appointments and remunerations committee is responsible for formulating proposals to the
company’s board of directors concerning:

the level and terms of remuneration of the chief executive officer and, where applicable, the
deputy chief executive officer, including benefits in kind, payments to pension and welfare
schemes and also allotments of stock subscription or stock purchase options where
applicable;

the rules on the allocation of directors’ attendance fees to the company’s board members
and the total amount subject to the decision of the company's general shareholders'
meeting;

the policy on remuneration.

(ii) The terms and conditions of appointment
The appointments and remunerations committee:

issues proposals to the board of directors on the appointment of members of the board of
directors and members of general management;

establishes and maintains a succession plan for the principal executive officers of the
company and of the Group;

issues proposals to the board of directors on the appointment of board members by the
ordinary general meeting of shareholders.

Specifically in relation to the appointment of members of the board of directors, the
appointments and remunerations committee takes the following criteria into account: (i)
the desirable balance in the composition of the board of directors in view of the structure
of and changes to the company's shareholder group, (ii) the desirable number of
independent members, (iii) the proportion of men and women required by prevailing
regulations, (iv) the potential for terms of office to be renewed and (v) the integrity,
competence, experience and independence of each candidate. The appointments and
remunerations committee must also organise a procedure for selecting future independent
members and carry out its own investigations on potential candidates before any approach
is made to them.

The independent status of independent members of the board of directors is discussed by
the appointments and remunerations committee which prepares a report to the board on
this matter. Each year, in light of this report and before publication of the annual report, the
board of directors examines the situation of each board member against the independence
criteria defined in the board of directors' rules of procedure.
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b) Resources and prerogatives of the appointments and remunerations committee

The company’s chief executive officer provides the appointments and remunerations committee with all
documents it requires to carry out its missions and to be fully informed. It may also, at the request of
the company’s board of directors, commission any study or analysis to be undertaken by experts from
outside the company on the conditions of remuneration for the corporate officers of comparable
companies in the banking sector.

The appointments and remunerations committee’s advice and proposals are set out in a report, a copy
of which is sent to all members of the appointments and remunerations committee and, where
applicable, to the company’s board members.

B.1.1.1.2 Chief executive officer and Group general executive committee

Since 2012, the functions of Chairman of the Board of Directors and Chief Executive Officer have been
dissociated.

The board of directors decided at its meeting of 22 November 2012 to dissociate the functions of
chairman of the board of directors and chief executive officer.

At its meeting of 15 January 2016, the board of directors terminated Jean-Marc PILLU's term of office
early. This decision took effect on 9 February 2016, the date on which Xavier DURAND took up the post.
For the purposes of the following table, the chief executive officer is domiciled at the company’s
registered office.

The company'’s chief executive officer has formed a Group general executive committee. In addition to
Mr Xavier Durand, the Group general executive committee comprises the following people:
Valérie BRAMI, Chief Operating Officer

Thibault SURER, Strategy and Business Development Director

Cyrille CHARBONNEL, Underwriting Director

Carine PICHON, Chief Financial & Risk Officer

Carole LYTTON, General Secretary

Nicolas de BUTTET, Director in charge of Risk Underwriting & Information
Nicolas GARCIA, Commercial Director

B.1.1.2 Governance structure — the Compagnie

The Compagnie is administered by a board of directors which has not set up any specific committees. As
of 31 December 2016, the board of directors comprised eight board members appointed by the
ordinary general meeting of shareholders and four board members representing the employees, as
follows:

Mr Xavier DURAND, chairman

Mrs Cécile BOYER, employee board member °

NATIXIS, represented by Jean CHEVAL

Mr Cyrille CHARBONNEL

Mr Peter ESMANN, employee board member

® Since Ms Cécile BOYER left the Compagnie on 31 December 2016, elections have been called to elect a new employee board
member. On 21 February 2017, Ms Marguerite FOUGEREUX was appointed as an employee board member.

29/ 120

‘ ' I O ‘ e Single solvency and financial conditions report

FOR SAFER TRADE



Mr Daniel LOUIS

Mr Antonio MARCHITELLI

Mr André-Jean OLIVIER

Mr Avelino PEREIRA, employee board member
Ms Carine PICHON

Mr Roland RICHTER, employee board member
Mr Juan SABORIDO

At its meeting of 15 February 2016, the board of directors reaffirmed a governance model in which the
functions of chairman of the board of directors and chief executive officer are carried out by the same
person. As a result, Mr Xavier Durand was appointed chief executive officer of Compagnie d'assurance
pour le commerce extérieur to replace Mr Jean-Marc PILLU.

B.1.1.3 Description of the key functions

In order to manage and prevent risks, and in compliance with Solvency 2 regulations, the Group has put
a complete and effective governance system in place, intended to guarantee sound and prudent
management for the business. This governance system is based on a clear separation of responsibilities
and must be proportionate to the nature, scale and complexity of the Group's operations.

Heads of key functions carry out their roles for both Coface SA and the Compagnie.

The Solvency 2 regulations confer the status of Group de facto executive officers on the chief executive
officer or deputy chief executive officer, if there is one. They authorise the appointment of one or more
de facto executive officers by the board of directors.

They also define the following four key functions:
the risk management function;
the compliance function;
the internal audit function;
the actuarial function.

Each key function falls under the authority of the chief executive officer or a de facto executive officer
and the board of directors is ultimately responsible for their actions. Each function has direct access to
the board of directors so that it can report any major problem arising within its area of responsibility.
This right is enshrined in the board of directors' rules of procedure.

Heads of key functions have the appropriate professional qualifications, know-how and experience to
manage the business soundly and prudently; their reputation and integrity are of a high standard (see
paragraph B.2).

Key functions are free from influences that might compromise their ability to perform the tasks that are
incumbent upon them in an objective, loyal and independent fashion. In 2016, the actuarial function was
separated from the risk management function, with both these functions reporting directly to a de facto
executive officer.

In December 2016, in order to strengthen the control channels, a decision was taken to have regional
managers of the audit, risk and compliance functions report hierarchically to the managers in charge of
those functions at Group level.

B.1.1.3.1 Risk management function
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The risk management function is intended to cover all of the Group's risks and consists of defining risk
policies and supervising their application, appraising the relevance and effectiveness of the internal
control system, monitoring the business continuity plan, collating incidents and losses and updating risk

mapping.

The risk management function:
implements and ensures follow-up of the risk management system;

ensures follow-up of the Group's general risk profile and identifies and assesses emerging risks;
reports on exposures to risks and advises the board of directors on risk management issues;
defines and monitors the Group’s appetite® in respect of these risks: risk appetite takes five
aspects into account through the use of 14 indicators.

The risk management function is responsible for the roll-out and coordination of Solvency 2 at Group
level. It reports on its activity to the Coface Group Risk Committee (CGRC) which meets on a quarterly
basis and deals with all risks for Coface SA or the Compagnie. It liaises closely with the actuarial function,
which is responsible for tests, documentary follow-up and also analysis of the performances of the
partial internal model.

The Group risks department coordinates a network of seven regional risk managers at each regional
level. These managers in turn are responsible for running a network of correspondents in the countries
within their geographical remit. These correspondents are responsible for the local performance of
centrally defined level 2 controls, checking compliance with Group rules and monitoring the progress of
action plans that have been decided.

In accordance with the regulations, risk policies are reviewed annually by the Group risks department,
and then approved by the boards of Coface SA and the Compagnie. These policies are then
communicated to all entities in the Group, thus helping to forge a common risk culture.

B.1.1.3.2 Compliance function

The compliance function consists of checking the compliance of operations with the rules and carrying
out controls on operational activities. It is overseen by the Group compliance department, reporting to
the secretary general’s office. The compliance function is in particular responsible for implementing
procedures to ensure that the company is always compliant with applicable laws and for controlling its
effective application. In this respect, it ensures that level 1 controls are properly implemented by the
business lines, it defines and carries out level 2 controls and issues recommendations with a view to
correcting possible shortfalls highlighted at the time of those controls. It provides advice on all issues
relating to compliance with legislative, regulatory and administrative provisions pertaining to the access
to insurance activities and their performance.

The risk of non-compliance is defined as the risk of legal, administrative or disciplinary penalty, of
significant financial loss or damage to reputation, which arises as a result of the non-compliance with
provisions pertaining to banking and financial activities, whether of a legislative or regulatory nature, or
whether concerning professional and ethical standards, or mandatory rules in the company. It is covered
by the compliance department set up in 2016 as an independent department of the legal division. The
compliance department communicates on a regular basis with the Coface Group’s governing bodies on
the status of the non-compliance risk, quarterly in the context of the CGRC, and, as applicable, directly
to the Coface Group’s general management in the event that a major incident should occur.

® Risk appetite represents the risk levels that the Group wishes and is able to accept, for the purpose of achieving its strategic
objectives and implementing its Business Plan.
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B.1.1.3.3 Internal-audit function

The Group's internal audit department falls within the remit of the Group audit director who is also head
of the internal audit key function. He/she attends Group general executive committees, without
decision-making powers. He/she reports hierarchically to the Group’s chief executive officer and
functionally to Natixis' Internal Audit division, since the internal audit function is integrated into the
periodic control mechanism of Natixis, as reference shareholder, and also of BPCE.

Since 2016, the internal audit function has been structured so that it reports hierarchically to the Group
audit director. An internal audit policy specifies the framework for the function.
The principal aims of this function are to assess, in line with the scope of each mission, and report on all
or some of the following points:

the quality of the financial position;

the level of risks actually involved;

the quality of organisation and management;

the consistency, adequacy and proper functioning of assessment and risk management
mechanisms, as well as their compliance with regulatory requirements;

the reliability and integrity of accounting information and management information, including
information on Solvency 2 issues;

compliance with laws, regulations and the Group’s rules (compliance). The audit checks the
quality and adequacy of procedures put in place to ensure compliance with the laws, regulations
and professional standards applicable to the audited activities, in France as well as
internationally, and also with policies, decisions by corporate bodies and the Group's internal
rules;

the quality, effectiveness and proper functioning of the permanent control mechanism put in
place and of other components of the governance system;

the quality and level of security offered by the information systems;

the effective implementation of recommendations by previous audit assignments, whether
involving those resulting from work by the Group’s auditing process, internal audits by BPCE
and Natixis, or external controls by supervisory authorities.

Assignments are defined in an audit plan approved by the board of directors that covers the whole of
the Group’s scope of consolidation over a limited number of financial periods. These lead to the
issuance of a report and the formulation of recommendations, the implementation of which is
monitored by the audit function. The independence of the audit function is a fundamental part of its
role. It must remain free from all interference in the determination of its scope of intervention, in the
performance of its work and in the communication of its results.

The Group audit director has full discretion to involve the chairman of the audit committee and has free
access to the audit committee. Where necessary, and after having consulted the chief executive officer
and/or the chairman of the audit committee, the Group audit director may inform the ACPR (French
prudential and resolution control authority) of any infringement of which he/she may become aware.
The Group audit department does not perform any operational activity. It does not define or manage
the mechanisms that it controls. Internal auditors are not responsible for any other function. Lastly, the
Group audit department has access to all the information it requires to carry out its assignments.

B.1.1.3.4 the actuarial function
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The actuarial function is performed by the chief actuary, and has reported to the financial director since
1 July 2016. Its role is to advise general management and to support its action in order to ensure the
Group’s solvency and profitability in the long term and also its compliance with requirements
established by the Solvency 2 directive in particular on provisioning. The actuarial function has direct
access to the board of directors in the context of carrying out its assignments. The actuarial function is
the intermediary for many Group departments (financial, information, sales or litigation), for all the
Group's entities on actuarial matters, and informs the board of directors of the adequacy of the
calculation of technical provisions.

The actuarial function:
coordinates the calculation of technical provisions and the methodology used, appraises the

quality of data used in the calculation and compares the best estimates to actual figures;
informs the board of directors on the reliability and adequacy of the calculation of technical
provisions;

issues an opinion on the reinsurance provisions as well as on the overall commercial
underwriting policy;

models the risks relating to the calculation of capital requirements;

issues an actuarial report once a year on the work that it has carried out;

reviews the debtor risk assessment (DRA) ratings and the price setting model;

contributes to the internal assessment of risks and solvency.

The actuarial function is in particular involved in the following committees: CGRC, DRA committee,
provisioning committee, new products committee, economic expectations committee and pricing
committee.

B.1.2 Significant change in governance during the period

In 2016, apart from the change in chief executive officer and board members as mentioned previously,
the main changes in governance concerned:
The separation of the actuarial function from the risk function;

The separation of the compliance and legal functions;
The hierarchical reporting line of regional managers for risk, compliance and auditing to the
heads of key functions at group level.

B.1.3 Policy on remuneration and other employee benefits

The remuneration policy has been approved by the board of directors of both Coface SA and the
Compagnie.

B.1.3.1 Regulatory framework

The remuneration policy of Coface SA falls within the provisions of the Solvency 2 Directive and
delegated regulation 2015/35 (article 258(1)(1) and article 275).
As a general rule, remuneration practices must therefore contribute to the effective management of risks
within the company, and in particular:
ensure strict compliance with the legal and regulatory provisions applicable to insurance
companies;
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prevent conflicts of interests and not encourage risk taking above and beyond the company’s
risk tolerance limits;

be consistent with the company’s long-term strategy, interests and results;

ensure that the company is able to maintain adequate shareholders’ equity.

As such, Coface SA’s remuneration policy sets out general provisions that apply to all employees by
reference to certain criteria, and specific provisions intended for the population identified as regulated.
Specific provisions have been put in place for the board members of the Compagnie.

B.1.3.2 General guidelines

The remuneration policy is a key instrument in implementing Coface SA’'s strategy. Its purpose is to
attract, motivate and retain the best talents. It encourages individual and collective performance and
aiming at being competitive on the market while at the same time respecting the Group’s financial
equilibrium. It is respectful of prevailing regulations, guarantees internal equityand professional equality,
in particular between men and women. It is underpinned by the Group human resources department
and is supported by the function in the regions and the countries.

With its clear and transparent structure, the remuneration policy is intended to be appropriate to the
Group's objectives and to accompany its long-term development strategy:
Fixed remuneration: the main component of individual remuneration, in line with the skills and

expertise expected for a given job. It is established at the time of hiring and is reviewed annually
by reference to market practices, the individual contribution and internal equity, in strict
compliance with the budgetary constraints allocated for the financial year;

Annual individual variable remuneration ("bonus"): the Group’s policy on variable remuneration
takes account of individual and collective performances in a given year and it is assessed by
reference to financial and non-financial criteria. The eligibility rules and level of variable
remuneration are set in line with the role, level of responsibility and the relevant market. For the
Group's key managers, the target variable remuneration is set as a percentage of base salary
and cannot exceed 100% of that amount. It is important to note that the Group only allows
guaranteed bonuses where employees are externally recruited and then only for one year of
performance;

Long-term individual variable remuneration (Long-Term Incentive Plan): in 2014, the year of its
stock market listing, the Group set up an annual plan for the allocation of free performance
shares to its executive committee that aimed to align the interests of beneficiaries with the
interests of shareholders over the long term. In 2016, the Group extended the allocation of
freeperformance shares to certain target groups in order to satisfy the requirements of the
Solvency 2 regulations, but also for the purpose of retaining key employees;

Collective variable remuneration (employee savings scheme): in 2015, the Group negotiated a
profit-sharing agreement in France for a period of three years. This agreement benefits all
employees on permanent or fixed-term contracts with more than three months’ seniority in
companies comprising the economic and social unit Compagnie francaise d'assurance pour le
commerce extérieur-Fimipar (a wholly owned subsidiary of the Group). Incentives are calculated
by reference to five cumulative criteria linked to changes in certain financial indicators. Profit-
sharing is processed in accordance with the legal formula. Similar collective mechanisms exist in
other Group entities in line with legal constraints, and seek to involve employees in the
company'’s performance;
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Employee benefits: employee benefits are determined by each entity in the Group so that they
reflect local practices as closely as possible. The Group ensures that practices are consistent and
guarantees a level of employee benefits that is competitive on the market and shows respect for
its employees worldwide.

Employee remuneration comprises all or part of these elements, depending on the job held, the level of
responsibility and the reference market.

B.1.3.3 Specific provisions applicable to the regulated population
B.1.3.3.1 Scope of the regulated population

In the context of the provisions of article 275(1)(c) of regulation 2015/35, the company has identified the
following people as falling within the regulated population:
Members of the executive committee who perform general management, the finance, strategy,

operations, legal, sales, risk underwriting functions, and regional managers;

People performing the key functions referred to in articles 269 to 272 of regulation 2015/35:
audit, risk, compliance and actuarial services;

People whose professional activity has a significant impact on the company’s risk profile:
investment, reinsurance, human resources, information technology, economic research, financial
communication, country managers whose revenue exceeds a certain threshold defined each
year by reference to the company’s overall revenue.

In 2016, 25 functions fell within the regulated population. The identification of these functions is
validated by the appointments and remunerations committee, before being presented and approved by
the board of directors. This list is reviewed each year so as to guarantee full consistency between
changes in the company’s risk profile and that of its employees.

B.1.3.3.2 Specific provisions in terms of remuneration

The Group ensures that the proportion and structure of the variable remuneration are balanced and that
the objectives set are aligned with the company’s strategy and risk profile.
Above and beyond the rules common to all employees, the Group has established specific rules

on the remuneration of the population identified as regulated:

Overall variable remuneration is made up of annual variable remuneration (“bonus”) and
long-term variable remuneration (Long-Term Incentive Plan) in the form of company free
performance shares,

The bonus shares make up the deferred part of variable remuneration and represent at
least 30% of overall variable remuneration. They are subject to presence and performance
conditions and have a vesting period of 3 years.

Any individual hedging or insurance strategy is prohibited.

The company's executive corporate officer is subject to the following specific provisions:

Overall variable remuneration is made up of annual variable remuneration (“bonus”) and
long-term variable remuneration (Long-Term Incentive Plan) in the form of company free
performance shares,
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Deferred variable remuneration is made up of 2 components:

Free performance shares representing at least 30% of the overall variable
remuneration. They are subject to presence and performance conditions and
have a vesting period of 3 years; the executive corporate officer will also need
to keep 30% of the shares allocated until expiry of his/her term of office.
Payment of 30% of the annual variable remuneration (“bonus”) is deferred and
paid out 15% in Y+2 and 15% in Y+3. A malus mechanism is introduced in the
event of losses at the date of payment.

Any individual hedging or insurance strategy is prohibited.

The overall rate of deferred remuneration thus represents more than 50% of the executive corporate
officer's overall variable remuneration.

As far as benefits in kind are concerned, apart from the coverage of up to 62.5% of contributions due in
respect of unemployment insurance for company directors and corporate officers, no specific
mechanism has been put in place to date; the executive corporate officer together with the holders of
key functions as defined above, in effect enjoy the benefits applicable to all employees, in particular in
terms of social welfare (health, death, disability) and retirement.

The executive corporate officer benefits from compensation for termination of employment limited to
two years' remuneration (fixed and variable) subject to performance conditions.

All specific provisions applicable to the regulated population and to the company’s executive corporate
officer are validated by the appointments and remunerations committee, then submitted for approval by
the board of directors.

B.1.3.4 Remuneration of members of the Board of Directors of Coface SA

The rules on the remuneration of members of the Board of Directors are set out in the policy on the
allocation of directors’ attendance fees. The overall budget for directors’ attendance fees allocated to
board members amounts to 400,000 euros, divided between the Board of Directors, the Audit
committee and the Appointments and remunerations committee.

B.1.3.4.1 The Board of Directors

For members of the Board of Directors, the policy for allocation of directors’ attendance fees is
determined as follows:
Fixed component: 8,000 euros per annum (pro rata to the term of office)

Variable component: 2,000 euros per sitting, capped at 6 sittings

B.1.3.4.2 The Audit Committee

For members of the Audit committee, the policy for allocation of directors’ attendance fees is
determined as follows:
For the Chairman:

Fixed component: 17,000 euros per annum (pro rata to the term of office)
Variable component: 2,000 euros per sitting, capped at 6 sittings
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For members of the Audit committee:

Fixed component: 5,000 euros per annum (pro rata to the term of office)
Variable component: 1,000 euros per sitting, capped at 6 sittings

B.1.3.4.3 The Appointments and Remunerations Committee

For members of the Appointments and remunerations committee, the policy for allocation of directors’
attendance fees is determined as follows:
For the Chairman:

Fixed component: 8,000 euros per annum (pro rata to the term of office)
Variable component: 2,000 euros per meeting, capped at 5 meetings

For members of the Appointments and remunerations committee:

Fixed component: 3,000 euros per annum (pro rata to the term of office)
Variable component: 1,000 euros per meeting, capped at 5 meetings

B.1.3.5 Remuneration of members of the Board of Directors of the Compagnie

The amount allocated to the board of directors is 50,000 euros. The policy of the Compagnie is that
directors’ attendance fees should not be allocated to management representatives who carry out board
member functions in the Group’s companies. Only directors who represent employees should receive
these allowances. The allocation policy is 500 euros per meeting, with that sum being increased to 1000
euros in the event of effective presence.

This policy is the same as for the previous period of reference.
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B.1.4 Information on significant transactions

For both Coface SA and the Compagnie, no significant transaction with shareholders, persons exercising
significant influence on the company or members of the administrative, management or supervisory
body took place in 2016.

B.2 Competence and probity

The Group has put in place a policy on competence and probity, applicable to executive officers and
heads of key functions at Coface SA and the Compagnie.

B.2.1 Competence

Any person called upon to carry out the duties of board member, effective executive officer, head of key
functions, general representative of a branch or holding the power to sign on the company’s behalf,
must always have the appropriate qualifications, knowledge and professional experience to ensure
sound and prudent management.

The assessment of competence includes an assessment of professional diplomas and qualifications, of
know-how and relevant experience in the insurance sector as well as in finance, accounting, actuarial
services and management sectors. It takes account of the various entrusted tasks.

Furthermore, in order to appraise the competence of members of the board of directors, account is also
taken of their training and experience to ensure that it is consistent with their duties, in particular
experience gained as chairman of a board or committee. In each person's appraisal, account is also
taken of the competence, experience and duties of the other members of the board of directors. When
mandates have been exercised previously, competence is assumed due to the experience gained. For
new members, account is taken of training courses from which they may benefit throughout their term
of office.

B.2.2 Probity

The assessment of a person’s probity includes an assessment of their honesty and financial soundness,
based on tangible evidence of character, personal behaviour and professional conduct, including any
relevant information of a criminal, financial or prudential nature for the purposes of the assessment.

Any person who has been subject to the following in the past ten years may not carry out the functions
of board member, de facto executive officer, head of key functions, general representative of a branch,
nor hold the power to sign on the company’s behalf:

a final and binding conviction as described in article L. 322-2 of the French Insurance Code;

a definitive personal bankruptcy measure or any permanent disqualification under the
conditions set out in book VI of the French Commercial Code. Such incapacity also applies to
any non-rehabilitated person who has been the subject of a personal bankruptcy order handed
down by a foreign court where the declaratory judgement has been declared enforceable in
France.
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B.3 Risk management system, including internal
assessment of risks and solvency

B.3.1 Risk Management

In the context of the Group's line of business, risk taking comprises the search for opportunities and the
intention to expand the company in an environment intrinsically subject to uncertainties. The primary
objective of the risk management function is to identify the risks to which the Group is subject and to
put in place an effective internal control system for creating value.

In this context, the Group has established a risk management structure intended to ensure (i) that all its
internal processes function properly, (ii) that it complies with the laws and regulations in all countries
where it has a presence, and (iii) that all operational entities comply with Group rules that have been laid
down, with a view to managing the risks relating to activities and optimising its effectiveness.

The Group defines the internal control system as a set of mechanisms designed to manage its
development, profitability, risks and the company’s operations. These mechanisms are intended to
ensure (i) that risks of any kind are identified, assessed and managed, (ii) that activities and behaviours
are based on compliance with decisions made by the corporate bodies and are in line with the laws,
regulations, values and rules accepted within the Group; where this more specifically involves financial
and management information, they are intended to ensure that such information gives a true reflection
of the Group's situation and activity, and (iii) that such activities are conducted with a view to ensuring
effectiveness and an efficient use of resources.

Lastly, this system enables directors to access the information and tools required for proper analysis and
management of these risks, to ensure the accuracy and relevance of the Group’s financial statements as
well as the information communicated to financial markets.

The internal control and risk management mechanism comprises:
a governance structure designed to allow supervision and appropriate management of the
Group's activities; and
management structures and control mechanisms designed to enable the Group’s directors to
gain a clear understanding of the main risks to which the Group is exposed, and to hold the
necessary tools for their analysis and prevention.

B.3.1.1 Governance structure

The Coface Group has introduced a system of risk management and control that covers the activities of
Coface SA and the Compagnie.

It is structured around clear governance supported by a dedicated structure based on key functions (see
paragraph B.1.1.3). It has developed its governance with support from the Boards of Directors and, as
applicable, from their specialised committees (see paragraph B.1.1.1.1.4) as well as from the three
specialised general management committees (see paragraph B.1.1.1.2) that determine the Group's
strategy, the limits and indicators of risk appetite and their control mechanisms, review and approve
policies, and identify, measure and manage the risks identified.
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The governance system is structured around first level operational committees and second level
supervisory committees. The Coface Group Risk Committee (CGRC) is the second level lead committee
that relies on specialised sub-committees covering different scopes or categories of risks as described in
the following diagram: each committee covers the activities of both Coface SA and the Compagnie.

Coface Group

QOperational functions
Compliance . Credit risks Operational risks Reinsurance risks.
Regional risk
committee

Regional risk.
committee

Regional risk
committee.

In 2016, the regional risk committees for Coface SA’'s 7 world regions were strengthened. They are held
on a quarterly basis, chaired by the regional risk manager and fulfil the same missions as the CGRC.

B.3.1.2 Management structures and control mechanisms

Management structures and control mechanisms are dependent on the CGRC. This is chaired by the
chief executive officer and, at least every quarter, brings together the members of the Group executive
committee, the Group’s strategic and operational management body, the Group risk director and the
Group Secretary general, the Group compliance director, as well as, where applicable, representatives of
the relevant operational or functional departments, which are also represented depending on the
subjects under discussion.

The CRGC's role is to:
establish risk policies;

supervise the company’s exposure to risks;

measure the effectiveness of risk management mechanisms;

validate and define control plans and audit plans;

check the company’s ability to deal with crisis situations (business continuity plan, solvency);
and,

ensure the compliance of processes and the structure.

In 2016, specific sessions were organised to review the Group's risk mapping, involving each Group
entity, the regional directors and regional risk managers.
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In accordance with article 246 of directive 2009/13/EC, risk policies and group rules are circulated
quickly within each regional head office and then communicated by the regional head offices to each
entity. Specific communications also take place during various forums involving group managers and
their equivalents in the regions.

B.3.1.3 Identification and control of risks

The Group’s risk management system is intended to ensure the proper functioning of all of the
company'’s activities and processes, via management and supervision of the risks identified. This system
is based on the CGRC, described in paragraph B.3.1.1.

B.3.1.3.1 Identification of risks

The Group has identified five main types of risk: strategic risks, credit risks, financial risks, operational
and non-compliance risks and lastly reinsurance risks.

B.3.1.3.1.1 Strategic risks

Strategic risk arises from the Group's business lines and activities worldwide. It may be defined as the
risk impacting on our earnings and our solvency by way of changes in conditions, poor strategic
decisions or incorrect application of such decisions intended to address changes in market conditions.

Changes in market conditions may, for example, be connected to economic, regulatory or prudential
changes or to the intermediation model implemented within the Group.

B.3.1.3.1.2 Credit risks

Credit risk is defined as the risk of loss, due to non-payment by a debtor, of a receivable due to the
Group or insured by the Group.

Credit risk may be aggravated due to the concentration of our exposures (countries, sectors, debtors,
etc.) and is modelled in the form of a premium risk, a reserve risk and a disaster risk.

B.3.1.3.1.3 Financial risks

Financial risks comprise all risks associated with the management of assets and liabilities. These include:
interest rate risk, foreign exchange risk, liquidity risk, property risk, spread risk, equity risk and
counterparty risk:

interest rate risk results from the sensitivity in the value of assets, liabilities and financial

instruments to changes affecting the interest rate curve or the volatility of interest rates;

foreign exchange risk results from the sensitivity in the value of assets, liabilities and financial
instruments to changes affecting the level or volatility of foreign exchange rates;

liquidity risk results from the inability to deal with contractual or contingent payment
obligations;

equity risk results from the sensitivity in the value of assets, liabilities and financial instruments
to changes affecting the level or volatility of the market value of equities;

property risk results from the sensitivity in the value of assets, liabilities and financial
instruments to changes affecting the level or volatility of the market value of property assets;
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spread risk results from the sensitivity in the value of assets, liabilities and financial instruments
to changes affecting the level or volatility of credit margins (“spreads”) compared with the risk-
free interest rate curve;

counterparty risk results from the unexpected default, or deterioration in credit status, of the
company'’s counterparties or debtors.

B.3.1.3.1.4 Operational risks and non-compliance

Operational risk is defined as a risk of direct or indirect losses, due to an inadequacy or failure
attributable to procedures and persons in all areas of activity, to internal systems or to external events
including risks of internal and external fraud.

Operational risk also includes the concept of legal risk, such as the risk of dependency. The Coface
Group considers that it does not depend on any trademarks, patents or licences whatsoever for its
business activity or its profitability. In effect, in the context of its activity of marketing credit insurance
solutions and additional services, the Group does not hold any patents. The corporate name "Coface” is
protected by a trademark registered in France. In the context of its activities, the Group has registered a
number of trademarks, logos and domain names worldwide.
The non-compliance risk forms part of the operational risks, in the same way as for the models risk and
dilution risk:

the non-compliance risk is defined as the risk of administrative or disciplinary legal penalties, of

significant financial losses or damage to reputation arising from non-compliance with provisions
pertaining to the insurance business, the sale of information, the recovery of receivables, or
factoring, whether such provisions are of a legislative or regulatory nature, or are the result of
professional standards or mandatory internal rules. The main areas of non-compliance are as
follows: laws against financial crime (legislation against money laundering, or against the
financing of terrorist activities, the protection of personal data, professional conduct rules, tax
laws and laws applicable to insurance businesses;

the models risk is defined by a risk on income resulting from inappropriate or incorrectly used
models, due to poor design, poor follow-up or incorrect use;

the dilution risk is included in the operational risks for the factoring business (resulting in
particular from litigation or falsified invoices). This risk comprises all factors that might make
invoices technically valueless independently of the solvency of debtors: litigation, compensation,
pre-billing, duplicate sale for example.
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B.3.1.3.1.5 Reinsurance risks

In view of its risk appetite, COFACE reinsures itself against the extreme risks that it may encounter.
Reinsurance generates four types of risks:
residual insurance risk which may originate from differences between the reinsurance
requirements and the actual coverage provided for in the agreement;
counterparty risk that results from the incapacity or potential unwillingness of the reinsurer, or
of a party to the treaty, to fulfil its obligations towards the ceding insurer;
liquidity risk which arises from the possible delay between payment for the service by the
insurer and receipt of the reinsurance service;
operational risk relating to performance of the agreement.

B.3.2 Procedure for the internal assessment of risks and solvency

The internal assessment process for risks and solvency is described in the ORSA (Own Risk and Solvency
Assessment) policy which applies to Coface SA and the Compagnie.

This policy ensures the proper integration of ORSA into the structure of the relevant companies. Coface
SA’s Audit Committee is the body that manages the whole of the ORSA process on behalf of Coface SA’s
Board of Directors. It establishes the ORSA assumptions and approves the results, basing itself on the
guidelines issued by the ORSA Committee, which acts on behalf of both Coface SA and the Compagnie.

The ORSA is assessed and approved by the Boards of Coface SA and the Compagnie on an annual basis
but may be requested after any change in the company's risk profile (creation of a new product, change
in the reinsurance structure, etc.).

It may also be reviewed in the context of a change in the structure of equity by tier, particularly
following buybacks, redemptions, or expiries.

Furthermore, the ORSA is integrated into the strategic decisions made by Coface SA and the Compagnie
as a risk appetite management tool. An assessment of the overall solvency requirement carried out in
the context of the ORSA allows solvency to be analysed on a consolidated basis and on a solo basis over
the projection horizon following a major shock (similar to the 2008 crisis). The overall solvency
requirement allows the Solvency range communicated in the strategic plan, which expresses the group’s
risk appetite, to be defined and monitored.

As explained in the ORSA policy, the ORSA is identical for Coface SA (group) and for the Compagnie
(Solo), with the only difference being the scope of exposure to risks. The governance of Group and Solo
ORSAs is common to both (except for approval by their respective Boards) and results in a single ORSA
declaration within the meaning of article 246 of directive 2009/138/EC.
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B.4 Internal-control system

B.4.1 Internal control

Since it is an insurance company with a banking Group as its reference shareholder, Coface SA
implements an internal control system in accordance with the Solvency 2 directive and the [French]
order of 3 November 2014 relating to the internal control of companies in the banking, payment
services and investment services sector under the supervision of the ACPR (French prudential and
resolution control authority).
The risk management mechanism put in place within the Group is structured around three levels of
control:

Level-1 operational controls, assigned to the business lines;

Level 2 ongoing controls assigned to the Group risk division and the Group compliance

department,

Periodic level 3 controls assigned to the Group audit department.

The internal control system is based on the same functions as the risk management system (see
paragraph B.3.1), it makes it possible to check the application of rules and principles defined in the
context of the risk management system.

These controls are applicable within the Compagnie as well as all Group entities, in particular in respect
of:
integration into the organisation: internal control procedures are integrated into the
organisation, produced either through appropriation of the functions themselves, or through
control actions provided for in the different processes;
universality: there is no excluded area. All processes, activities and management structures are
involved.

Likewise, within the risk department, the function of information systems security manager coordinates a
system of regional correspondents, carries out level 2 controls on site to ensure compliance with the
information technology security policy.

B.4.2 Accounting control system

The accounting control system allots a share of responsibility for controls to the Chief Financial Officers
(CFO) of each region.
As a matter of principle, local CFOs are responsible for their remit:

i) local accounting system: (compliance with local regulations and with Group rules);

ii) their IFRS financial statements as reported in the CACIS Group consolidation tool (compliance with
IFRS regulations and Group rules);

iii) financial risks, particularly for compliance with the principle of congruity between assets and
liabilities so as to limit the financial risks on their balance sheet.

For his part, the Group CFO is responsible, at Group level, for:

i) the quality of financial information,
i) the definition and follow-up of investment policy,
iii) the management of financial risks and the implementation of rules for the management of other
risks, with support from the risk department, and
iv) the management of solvency, in particular relating to Solvency 2.
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The Group accounting and tax business unit provides a control and reporting tool to the regions making
it possible to supervise the correct performance of reconciliations between management applications
and the accounting tool.

At each cut-off date, each entity sends in the controls and reconciliations performed which have made it
possible to validate the quality and integrity of consolidated data. A reporting file, listing the controls to
be carried out as well as instructions on the details and supporting documents required, is forwarded to
them each quarter.

This file as well as supporting documents are sent to the regional CFO (or the person appointed by the
regional CFO to collect said data), who supervises the correct performance of all said reconciliations. A
summary of these controls must then be forwarded to the Group underwriting accounts department.

This process makes it possible to have a full audit trail, with standardisation and improved reliability of
the quality of data produced within the Group.

B.4.3 Processing of accounting and financial information

The Group accounting and tax business unit, reporting to the finance division, stands surety for the
quality of financial information and is in charge of the production and control of accounting information
for the whole Coface Group (consolidated financial statements; corporate financial statements of the
parent company COFACE SA and its daughter companies the Compagnie, Cofinpar, Fimipar and Cogeri;
declarations and inspections in the tax domain).

In detail, its tasks are as follows:
keeping of general and sub-ledger accounts for these entities (France only): accounting

treatment of transactions, control and justification of transactions, production of quarterly
financial statements, production of consolidated financial statements (processing of equity
investments, reciprocal transactions, etc.);

production of regulatory reports and presentation of accounts: production of internal reports,
production of periodic statutory statements in compliance with timing constraints (declarations
to supervisory, tax and social security authorities), relations with the supervisory authorities and
statutory auditors;

preparation of Group standards, regulatory watch and strategic projects: definition of rules and
drawing up of Group accounting rules, drawing up and monitoring accounting procedures in
liaison with the Natixis finance division in the case of IFRS, watch over the evolution of
accounting and tax regulations, coaching, training and technical support for subsidiaries and
branches, analyses and studies of impact of changes in the scope of consolidation on
consolidated financial statements;

control system: follow-up of the correct application of standards and procedures within the
Group;

Group tax affairs.
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Coordination with the various Group entities is based on the principles of the Group functional matrix,
with delegation to the entities of different countries of certain responsibilities within their remit. In this
respect, consolidated entities have responsibility for producing the following, in line with their local
standards and with IFRS:

i) accounting information;

i) tax information;

iii) regulatory information;

iv) social security information.

They also supervise the production of consolidation packages in accordance with Group standards and
procedures.

B.4.4 Tool common to general accounting, consolidation and
financial control

Since January 2014, the monthly management control reporting, the French GAAP and quarterly IFRS
packages have been entered into a common tool making it possible to develop automatic reconciliation
statements and to improve the quality of information received.

In the context of quarterly inventory operations, additional controls are carried out, in particular based
on analyses of accounts and reconciliations with management data. Consistency checks are carried out
with the data resulting from management control reporting.

In the context of consolidation operations, the following overall checks are carried out: analytical review
of the balance sheet and income statement, closure of Group equity capital, consistency check on the
most significant items and entities, closure of net position on all consolidated entities, checking of intra-
group transactions and their correct reconciliation, specific checks on reinsurance results, specific checks
on the breakdown of expenses by function, analytical review allowing an overall consistency check.

Inward reinsurance transactions within the Group are subject to a special inspection by the accounting
department, consisting of checking the thoroughness and conformity of statements of account entered
within the reinsurance accounting tool, from source data until correct integration into the accounts.

B.4.5 Obligations to publish financial and accounting information

The financial communications department, reporting to the Group financ