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As permitted by ANC (“Autorité des Normes Comptables” or French accounting standards body)
recommendation No 2013-05, the BNP Paribas Cardif Group has used the indirect method to prepare
the cash flow statement.
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NOTE 1

NORMATIVE ENVIRONMENT
BNP Paribas Cardif Group’s interim consolidated financial statements as at 30 June 2018 have been
prepared and are presented in accordance with IAS 34 “Interim Financial Reporting” rules, which allow
the publication of condensed half-year financial statements and define the accounting and evaluation
principles to be applied.
Therefore BNP Paribas Cardif Group’s interim and condensed financial statements include the
financial statements as planned by IAS 1 “Presentation of Financial Statements”, prepared with the
same format as the financial statements as at 31 December 2017, and enriched with a selection of
notes documenting the most significant changes and detailing BNP Paribas Cardif’s performance.
Those half-year condensed financial statements aim at updating BNP Paribas Cardif Group’s financial
statements as at 31 December 2017 and shall be read in line with this purpose. They are presented in
comparison with:




31 December 2017 for the Balance Sheet,
and 30 June 2017 for the Profit & Loss Account, having been later prepared in accordance
with IFRS 1.

The accounting and evaluation principles applied by BNP Paribas Cardif Group as at 30 June 2018
are equal to those used for the financial statements as at 31 December 2017, taking into account the
new standards implemented on 1 January 2018.
They are compliant with IAS/IFRS, IFRIC amendments and interpretations as adopted by the
European Union as at 30 June 2018.
BNP Paribas Cardif Group did not anticipate new standard implementation, amendments and
interpretations as adopted by the European Community as at 30 June 2018 when this application is
optional.
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IFRS 4 amendment, approved by the regulation 2017-1988 of the 3 November 2017, defines the
following conditions to be followed by the Insurance Company in order to be eligible on IFRS 9 interim
excemption (so-called “application deferral”):




The insurance company should never have applied any version of IFRS 9;
Its activities are predominantly connected with insurance; this constraint being evidenced if the
accounting value of its liabilities linked with insurance business exceeds 90% of the total
balance sheet liabilities.

The BNP Paribas Cardif Group is compliant with these conditions and therefore opted for IFRS 9
application’s deferral.

Within the BNP Paribas Cardif Group, IFRS 15 is only applicable to very few service entities, and
specifically to the revenues that they generate.
This new standard’s application by the BNP Paribas Cardif Group has no impact on the interim
financial statements as at 30 June 2018. The rules for revenue recognition for service entities as
defined by IAS 18 were indeed assessed equivalent to IFRS 15.

Published by IASB in July 2014 and voted by the European Union on 22 November 2016, IFRS 9
“Financial Instruments” replaces IAS 39 “Financial Instruments: recognition and measurement”.
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IFRS 9 defines new principles regarding financial instruments classification and evaluation, credit
risk’s depreciation on the invested assets and global hedge-accounting (or micro-hedge).
Mandatory from the closing periods following the 1 January 2018, IFRS 9 is applicable to European
companies in all business sectors, excluding the insurance companies which are permitted, as an
option and under conditions, to postpone the application until 1 of January 2021 (the) latest.
An amendment to IFRS 9 “Prepayment Features with Negative Compensation” published by IASB in
October 2017 and adopted by the European Union in March 2018, clarifies the classification of
invested assets providing anticipated compensation clauses which can lead to the payment of benefit
participation to the borrower. This amendment will be in force and mandatory from the closing periods
following the 1 January 2019, an earlier application being authorized.
The option chosen by the BNP Paribas Cardif Group to postpone the application of IFRS 9 until the
1 January 2021 implies the same deferral application for the amendment of IFRS 9 “Prepayment
Features with Negative Compensation”.
The preparatory work to implement IFRS 9 by BNP Paribas Cardif continued during the first semester
2018 and will be pursued throughout the deferral period. They will take into account the situation of the
BNP Paribas Group once BNP Paribas Cardif will be applying for the first time IFRS 9, in particular
regarding the hedge accounting, which is ruled by the criteria of IAS 39 that BNP Paribas decided to
maintain until the future standard on macro-hedging being in force, and as permitted in this area by
IFRS 9.

IFRS 16 “Leases” published in January 2016 and adopted by the European Union in November 2017
will be officially in force from 1 January 2019. It will replace IAS 17 “Leases” and the interpretations
linked with the accounting of such contracts.
IFRS 16 provides a new definition of lease contracts which implies on one hand the identification of an
asset and on the other hand the control by the lessee of a right-of-use asset.
IFRS 16 substantially carries forward the same lessor accounting requirements as in IAS 17.
For the lessee, the accounting standards require to book a fixed asset to recognise a right-of-use
asset representing its right to use the underlying leased asset and a financial debt to recognise a
lease liability representing its obligation to make lease payments over the leasing period. The
utilization right will be depreciated with the straight line method and the financial debt will be
discounted over the lease period. Thus this standard means a real change mostly for the standard or
operational lease contracts, which under IAS17 did not require the accounting of the leased assets
into the Balance Sheet.
The review and analysis of the standard and the identification of its potential effects on the BNP
Paribas Cardif consolidated accounts were initiated after IFRS 16 was made public and are ongoing
for a first time application planned for 1January 2019.
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IFRS 17 “Insurance Contracts”, replacing the current IFRS 4, was issued by IASB on the 18 May 2017,
for a mandatory first application from the 1 January 2021 and will have to be prior adopted by the
European Union for its enforcement in Europe.
IFRS 17 establishes principles for the recognition, valuation and presentation of insurance contracts,
as well as the provisions relating to the information to be provided about them.
IFRS 17 requires insurance liabilities to be measured at a value based on the best estimate of the
future discounted and probabilistic cash-flows (“Estimates of future cash-flows”), extended with an
adjustment for risk (“Risk Adjustment” - RM) covering the uncertainty of the estimates, and with a
contractual service margin (CSM) representing the expected future profits expected from the contract
(“Contractual service margin”).
The above approach, which is the common model, is adapted for the contracts with a discretionary
participation feature which can use, under predefined conditions, a specific model (the “Variable Fee
Approach” - VFA). In this model, the contractual service margin (CSM) captures simultaneously the
impact of the change of estimate on the liabilities and on the underlying assets.
The short-term contracts can be applied a simplified approach (“Premium Allocation Approach”)
comparable to the premiums deferral as currently applied for the non-life insurance contracts. This
approach can also be applied to some longer term contracts if it the results obtained are equal to
those of the common model.
For the most part, the BNP Paribas Cardif insurance contracts with participating feature shall be
treated under the “Variable Fee Approach”. The borrowers’ insurance contracts and the pension
benefits shall be eligible to the common model or the simplified approach (“premium allocation
approach”) if the conditions are fulfilled.
In addition to the expected upcoming changes regarding the recognition of insurance liabilities and
reinsurance assets, the new standard shall generate significant changes regarding revenue
recognition from insurance contracts and expenses linked with those into the other comprehensive
income.
Since the first semester of 2017, BNP Paribas Cardif has started its preparation to IFRS 17
implementation. This project will continue throughout 2018-2020 as scheduled.

CONSOLIDATION PRINCIPLES AND METHODS
The accounting and evaluation principles applied by the BNP Paribas Cardif Group as at 30 June
2018 are identical to those used for the financial statements as at 31 December 2017.
When, as at 30 June 2018, the BNP Paribas Cardif Group had to consolidate for the first time real
estate companies held as an associate or a joint venture, directly or indirectly through an entity that is
a mutual fund, a unit trust or similar entities including investment-linked insurance funds, it elected to
measure that interest at fair value through profit and loss.
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NOTE 2

SCOPE OF CONSOLIDATION
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MAIN MINORITY INTERESTS
The assessment of the materiality of minority interests is based on the contribution of the relevant
subsidiaries to the Group balance sheet (before elimination of intragroup balances and transactions)
and to the BNP Paribas Cardif Group profit and loss account.

During the first half of 2018, The BNP Paribas Cardif Group sold 25% of Cardif Life Insurance Japan
and Cardif Non Life Insurance Japan as part of an expanding partnership in Japan. In addition, a
dilutive capital increase in Cardif IARD reduced the Group's interest to 66%.
In connection with the acquisition of certain entities, the Group granted minority shareholders put
options on their holdings. The total value of these commitments, which are recorded as a reduction in
shareholders’ equity, amounts to EUR 33 million as at 30 June 2018.
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NOTE 3

On 29 June 2018, BNP Paribas Cardif obtained control of the French non-life insurance company,
Natio Assurance, following the purchase of shares held by AXA. Prior to the transaction, the BNP
Paribas Cardif Group held 50% of the entity.
The BNP Paribas Cardif Group already had a significant influence on Natio Assurance and this entity
was previously consolidated under the equity method. After this acquisition, this entity was fully
consolidated.

No significant business combination occurred during the first half of 2017.
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NOTE 4

GOODWILL

Goodwill by cash-generating unit is as follows:

INVESTMENT PROPERTY
Investment property corresponds to land, buildings and intangible business assets acquired with the
properties. These are representative of the assets invested as part of life insurance activity (excluding
assets supporting unit-linked contracts which are presented under "Investments in unit-linked
contracts").

The net depreciation and amortisation expense as of 30 June 2018 was EUR 31 million, compared
with EUR 57 million in 2017.
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AVAILABLE-FOR-SALE FINANCIAL ASSETS

Changes in value of assets taken directly to equity are detailed as follows:

FINANCIAL INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS
This item includes financial assets designated by the Group to be valued at market or model value
through profit and loss.
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LOANS AND RECEIVABLES

DERIVATIVE INSTRUMENTS AND SEPARATE EMBEDDED DERIVATIVES
The positive or negative fair value of derivative financial instruments classified in the trading portfolio
represents the replacement value of those instruments.

The market value of derivative instruments on the assets and liabilities sides of the balance sheet
breaks down as follows:

These amounts include the fair values of the derivative financial instruments used for hedging
purposes.
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The table below presents the notional amounts of derivative financial instruments. The notional
amounts of derivative instruments are merely an indication of the volume of the BNP Paribas Cardif
Group’s activities in financial instruments markets, and do not reflect the market risks associated with
such instruments.

DETERMINATION OF MARKET VALUE OF FINANCIAL INSTRUMENTS

BNP Paribas Cardif has retained the fundamental principle that it should have a single and integrated
processing chain for producing and controlling the valuations of financial instruments that are used for
the purpose of daily risk management and financial reporting. All these processes are based on a
common economic valuation which is a core component of BNP Paribas Cardif business decisions
and risk management strategies.
In its regular assessment of asset valuation, the BNP Paribas Cardif Group has defined a policy for
allocating levels ("Level Policy procedure"), a reference document containing the criteria to be taken
into account for the positioning of financial instrument levels.
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As detailed in the note 1 "accounting principles and methods", financial instruments at market value
are divided into three levels. This hierarchy is also applied to financial instruments, both assets and
liabilities, which are recognised at amortised cost.

The following section provides a description of the criteria used to allocate the instruments in each
level in the hierarchy.



Level 1: this level includes all securities and derivatives that are listed on stock exchanges or
quoted continuously in other active markets.
This category includes, in particular, equity securities and liquid bonds and derivative
instruments traded on organised markets (futures, options, etc.). It includes shares of funds
and mutual funds whose net asset value is calculated daily.



Level 2: this level is composed of securities which are less liquid than those in the Level 1.
They are classified in Level 2 notably when external prices for the same security can be
regularly observed from a reasonable number of active market makers, but those prices do
not represent directly quoted prices. This comprises, amongst other, consensus pricing
services with a reasonable number of contributors that are active market makers as well as
indicative runs from active brokers and/or dealers.
This category includes shares, certain government or company bonds whose valuations are
infrequent, other shares of funds and mutual funds and derivatives over-the-counter (OTC).
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Level 3: Level 3 securities consist primarily of fund shares and unlisted equities, mainly shares
in non listed companies and venture capital funds.
Unlisted Level 3 equities and other variable-income securities are valued using one of the
following methods: share of revalued net assets, multiples of equivalent companies,
discounting of future cash flows generated by the company's business, multi-criteria approach.

The information regarding the market value of financial instruments recognised at amortised cost
should be used and interpreted with the greatest caution for the following reasons:



these fair values are an estimate of the value of the relevant instruments as at 30 June 2018;
They are liable to fluctuate from day to day as a result of changes in various parameters, such
as interest rates and credit quality of the counterparty. In particular, they may differ
significantly from the amounts actually received or paid on maturity of the instrument. in most
cases, the fair value is not intended to be realised immediately, and in practice might not be
realised immediately;



estimating a fair value for financial instruments carried at historical cost often requires the use
of modelling techniques, hypotheses and assumptions that may vary from bank to bank; this
means that comparisons between the fair values of financial instruments carried at historical
cost as disclosed by different banks may not be meaningful.

The valuation techniques and assumptions used ensure a consistent measure of the fair value of the
financial assets and liabilities recognised at amortised cost within the BNP Paribas Cardif Group: if
prices listed on an active market are available, they are used to determine fair value. Otherwise, the
fair value is determined using valuation techniques, such as discounting estimated future cash flows
for loans, debts and held-to-maturity financial assets, or specific cash flow models for other financial
instruments. The fair value used for loans, debts and held-to-maturity assets with an initial maturity of
less than one year is the recognised value.
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For Level 3 financial instruments, the following movements occurred during the year:

Transfers between levels may occur when an instrument fulfils the criteria defined in the new level,
which are generally market and product dependent. The main factors influencing transfers are
changes in the observation capabilities, passage of time, and events during the transaction lifetime.
Transfers have been reflected as if they had taken place at the beginning of the reporting period.

SHARE CAPITAL

FINANCING DEBT

The BNP Paribas Cardif Group's financing debts consist solely of subordinated debt valued on the
balance sheet at their nominal amount.
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On 25 September 2017, BNP Paribas Cardif redeemed a redeemable subordinated note issued in
December 2011 with a par value of EUR 753 million. This issue offered the subscriber, BNP Paribas
SA, a Euribor 3-Month +5.20% variable-rate coupon.
On 26 September 2017, BNP Paribas Cardif issued a Redeemable Subordinated Note with a par
value of EUR 760 million and a maturity of 30 years. This security subscribed by BNP Paribas SA
offers a Euribor 3-Month +2.68% variable-rate coupon. The coupon is paid quarterly. This note may be
redeemed at the end of a 10-year period.
On 29 September 2017, BNP Paribas Cardif redeemed a subordinated perpetual note issued in March
2012 with a par value of EUR 710 million. This issue offered the subscriber, BNP Paribas SA, a
Euribor 3-Month +6.35% variable-rate coupon.
On 29 September 2017, BNP Paribas Cardif issued a Redeemable Subordinated Note with a par
value of EUR 710 million and a maturity of 30 years. This security subscribed by BNP Paribas SA
offers a Euribor 3-Month +2.73% variable-rate coupon. The coupon is paid quarterly. This note may be
redeemed at the end of a 10-year period.
On 29 November 2017, BNP Paribas Cardif issued a Redeemable Subordinated Note with a par value
of EUR 750 million and a maturity of 7 years. This note pays a fixed-rate coupon of 1%. The coupon is
paid annually. This note may be redeemed at the end of a 5-year period.
On 14 December 2017, BNP Paribas Cardif issued a Redeemable Subordinated Note with a par value
of EUR 170 million and a maturity of 30 years. This security subscribed by BNP Paribas SA offers a
Euribor 3-Month +1.80% variable-rate coupon. The coupon is paid quarterly. This note may be
redeemed at the end of a 10-year period.
On 18 December 2017, BNP Paribas Cardif redeemed a redeemable subordinated note issued in
December 2012 with a par value of EUR 277 million. This issue offered the subscriber, BNP Paribas
SA, a Euribor 3-Month +4.75% variable-rate coupon.
The payment of interest on the subordinated notes and the redemption of those notes may be
deferred if the Solvency Capital Requirement (or Solvency II Minimum Solvency Requirement) is not
met or if such payment or redemption would result in non-compliance with the regulatory requirements.
This deferral is maintained until BNP Paribas Cardif meets the solvency capital requirement (or
minimum capital requirement) and the payment or redemption is no longer likely to result in noncompliance.

On 20 March 2018, Cardif Life Insurance Japan issued a Redeemable Subordinated Loan with a par
value of YEN 7 700 million and a maturity of 10 years. 80% of this security was subscribed by BNP
Paribas Cardif and the remaining 20% (or EUR 12 million) by Sumitomo Mitsui Trust Bank. This loan
offers a Fixe-rate coupon of 1.18178% payable semi-annually. It may be redeemed at the end of a 5year period.
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This includes foreign currency borrowings to cover equity investments in subsidiaries outside the Euro
zone.
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TECHNICAL
LIABILITIES
FROM
INSURANCE
POLICIES
AND
INVESTMENT CONTRACTS EXCLUDING POLICYHOLDERS' SURPLUS
RESERVE
In accordance with ANC Recommendation No 2013-05, liabilities arising from insurance and
reinsurance contracts are broken down into technical liabilities related to insurance contracts under
IFRS 4 and technical liabilities relating to investment contracts, which fall in principle under IAS 39, but
are subdivided into discretionary profit-sharing contracts recognised in accordance with IFRS 4 and
deposits relating to investment contracts recognised in accordance with IAS 39.
Under these two headings, the liabilities related to unit-linked contracts are kept separate.
The breakdown of insurance and investment contract liabilities under IFRS 4 and IAS 39 is as follows:
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POLICYHOLDERS' SURPLUS RESERVE

The policyholders’ surplus reserve arises from the application of shadow accounting, which represents
the interest of policyholders within French and Italian life insurance subsidiaries in unrealised gains
and losses and impairment losses on assets where the benefit paid under the policy is linked to the
return on those assets. It is valued through stochastic calculations modelling the unrealised gains and
losses attributable to policyholders based on economic scenarios and assumptions as regards rates
granted to customers and new business inflows.
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NOTE 5

EVENT AFTER THE REPORTING PERIOD
During the third quarter of 2018, the economic situation has deteriorated in Argentina, marked by high
inflation and the depreciation of the Peso. As a result, the BNP Paribas Cardif Group considered
applying the accounting standard related to financial reporting in hyperinflationary economies. Given
the low exposure of the BNP Paribas Cardif Group in Argentina, it was concluded that the impact of
the application of this standard would not be material.

