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Fair Value Hierarchy

Assets and liabilities recorded at fair value in the Consolidated Balance Sheets are measured and classified in
accordance with a fair value hierarchy consisting of three “levels” based on the observability of inputs available in

the marketplace used to measure the fair values as discussed below:

b Level 1:] Fair value measurements that are based on quoted prices (unadjusted) in active markets that we have

the ability to access for identical assets or liabilities. Market price data generally is obtained from exchange or
dealer marketlee do not adjust the quoted price for such instruments. i

LL?HLZ;] Fair value measurements based on inputs other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar
assets and liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are
not active, and inputs other than quoted prices that are observable for the asset or liability, such as interest rates

and yield curves that are observable at commonly quoted intervals.

Fair value measurements based on valuation techniques that use significant inputs that are unobservable.
Both observable and unobservable inputs may be used to determine the fair values of positions classified in
Level 3. The circumstances for using these measurements include those in which there is little, if any, market
activity for the asset or liability. Therefore, we must make certain assumptions about the inputs a hypothetical
market participant would use to value that asset or liability. In certain cases, the inputs used to measure fair value
may fall into different levels of the fair value hierarchy. In such cases, the level in the fair value hierarchy within
which the fair value measurement in its entirety falls is determined based on the lowest level input that is
significant to the fair value measurement in its entirety.

The following is a description of the valuation methodologies used for instruments carried at fair value. These
methodologies are applied to assets and liabilities across the levels discussed above, and it is the observability of the
inputs used that determines the appropriate level in the fair value hierarchy for the respective asset or liability.

Slide 15
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1.5. FAIR VALUE MEASUREMENT

The Group applies the IFRS 13 fair value hierarchy as described
below for all assets and liabilities where another IFRS requires
or permits fair value measurement or disclosures about fair

value measurement in the Notes. Principles below address
mostly assets given the nature of the activities of the Group.

a) Active market: quoted price

Fair values of assets and liabilties traded OM

are determined using quoted market prices when available.
An instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency and those prices represent actual and
regularly occumring market transactions on an arm’s length
basis between a willing seller and a willing buyer. For financial
instruments traded in active markets, quotes received from
external pricing services represent consensus prices, i.e. using
similar models and inputs resulting in a very limited dispersion.
The fair value amounts of assets and liabilities for which fair
value is determined in whale directly by reference to an active
market are disclosed aq level 1]in the Notes to the financial
statements.

NANIZNUABIUNMIRIUUITN
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b) Active versus inactive markets -
financial instruments

Equity instruments quoted on exchange traded markets and
bonds actively traded on liquid markets for which prices are
regularly provided by external pricing services that represent
consensus with limited dispersion and for which quotes are
readily available are generally considered as being quoted in
an active market. Liquidity may be defined as the possibility to
sell or dispose of the asset in the ordinary course of business
within a certain limited time period at approximately the price at
which the investment is valued. Liquidity for debt instruments is
assessed using a multi critenia approach including the number
of quotes available, the place of issuance and the evolution of
the widening of bid ask spreads.

(K financial instrument is regarded as not quoted in an activ“
market if there is little observation of transaction prices as
an inherent characteristic of the instrument, when there is a
significant decline in the volume and level of trading activity,
in case of significant illiquidity or if observable prices cannot
be considered as representing fair value because of dislocated
market conditions. Characteristics of inactive markets can
therefore be very different in nature, inherent to the instrument
or indicative of a change in the conditions prevailing in certain

Qarkets. j
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c) Assets and liabilities not quoted
in an active market

The fair values of assets and liabilities that are not traded in an
active market are estimated:

b4 E‘ng external and independent pricing services| or
W USIng valuation techniques.

Fair values of assets and liabilities that are not traded in active
market mainly based on observable market data are disclosed
n the Notes to the financial statements.

Fair values mainly not based on observable market data are

disclosed Notes.

NANIZNUABIUNMIRIUUITN
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L No active market: use of external pricing services

lExtemal pricing services may be fund asset managers i!\ the
case of non consolidated invesiments in funds or ers. lothe
extent possible, the Group collects quotes from external pricing
providers as inputs to measure fair value. Prices received may
form tight clusters or dispersed quotes which may then lead
to the use of valuation techniques. The dispersion of quotes
received may be an indication of the large range of assumptions
used by external pricing providers given the limited number of
transactions to be observed or reflect the existence of distress
transactions. In addition, given current market conditions since
the financial crisis and the persistency of complete inactivity
of some markets since then, many financial institutions closed
their desks dedicated to structured assets deals and are no
longer in a position of delivering meaningful quotes.
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c) Assets and liabilities not quoted
in an active market

The fair values of assets and labilities that are not traded in an
active market are estimated:

B using external and independent pricing services; or
l[using valuation techniques.

Fair values of assets and liabilities that are not traded in active
market mainly based on observable market data are disclosed
n the Notes to the financial statements.

Fair values mainly not based on observable market data are

disclosed as e Notes.
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The objective of valuation techniques is to arrive at the price
at which an orderly transaction would take place between
market participants (a wiling buyer and a willing seller) at the
measurement date. Valuation technique models include:

[ market approach:|The consideration of recent prices and
other relevant information generated by market transactions
involving substantially similar assets or liabilities;

|m income approach| Use of discounted cash flow analysis,
opton pncing models, and other present value techniques
to convert future amounts to a single current (i.e. discounted)
amount;

E cost approach: f]\e consideration of amounts that would
curmen required to construct or replace the senvice

capacity of an asset.
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(o] O
I Valuation technigues Lre subjective in nature and significant using generally accepted models (discounted cash flows,
judgment is involved in establishing fair values. They include Black & Scholes models, etc.) based on quoted market prices
recent amm’s length transactions between knowledgeable willing for similar instruments or underlyings (index, credit spread,
parties on similar assets if available and representative of fair etc.) whenever such directly observable data are available and
value and involve various assumpt'ons regardmg the undeﬂymg uations are adjusted for liquidity and credit risk.

Valuation techniques may be used when there is little
observation of transaction prices as an inherent characteristic
of the market, when quotes made available by external pricing
providers are too dispersed or when market conditions are
so dislocated that observed data cannot be used or need
significant adjustments. Internal mark to model valuations
are therefore normal market practices for certain assets and
liabilities inherently scarcely traded or exceptional processes
implemented due to specific market conditions.

factors Unhsted equrty mstruments are based on cross checks
using different methodologies such as discounted cash flows
techniques, price earning ratios multiples, adjusted net asset
values, taking into account recent transactions on instruments
which are substantially the same if concluded at arm’s length
between knowledgeable wiling parties, if any. The use of
valuation techniques and assumptions could produce different
(ﬁtimates of fair value. However, valuations are determined )
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17.2. FAIR VALUE MEASUREMENT OF FINANCING DEBT The Group does not hold any financing debt designated as
at fair value through profit or loss (fair value option or trading
instruments).

Information on the fair value figures presented in this MNote
is provided in addition to information on camrying values and
should be used with caution. On the one hand, these estimates

(in Euro million) are based on closing date parameters such as interest rates
] and spreads, which fluctuate over time, and resulting in
Subordinated debt at cost 7,722 8,629 instantaneous values, and on the other hand because there
Derivatives on subordinated debit® 264 264 are multiple possible methods to derive these estimates.
SUBORDINATED DEBT 7,986 8,802 Data used when calculating the fair value of financing debt
Financing debt instruments issued at cost 1621 1,810 are period-end market data that reflect () interest rates by
L ) , i ) currency, (i) AXAs average spread by maturity and currency,
Derivatives on financing debt instruments issued ™ (53) (53) distinguishing subordinated and senior debt and (i) options
FINANCING DEBT INSTRUMENTS ISSUED 1,568 1,757 iﬁGllleEd in issued contracts, such as issuer redemption
Financing debt owed to credits institutions at cost 853 846 options.
FINANCING DEBT OWED TO CREDIT INSTITUTIONS 853 846 The fair value of subordinated convertible bonds is equal
FINANCING DEET 10,407 11.495 to the guoted price for these instruments at the end of the

period. Therafore, reportad fair value includes the value of the

a nains ts according fo IAS 30 and ic hacige derivaiivas which are not aciing as hedge under IAS 79, conversion option, which is included as a component of equity.

The fair value of financing debt as of December 31, 2013,
excluding accrued interests, was €11,495 million, including
related hedging derivative instruments. The fair value decreased
by €-391 million comparaed to December 31, 2012 mainly dus
to the increase of interest rates in the period.

The Group applies the IFRS 13 fair value hierarchy as described
in Mote 1.5. The fair value amounts are mainly based on
observable market data inputs and are therefore considered as
level 2 fair value amounts.
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The carrying amounts and fair value of the non-current borrowings are as follows: (b) Convertible bonds
IFRS7p25 32p28, 32p31, The company issued 500,000 5.0% convertible bonds at a par value of C50 million’
Carrying amount Fair value 1p79(b) on 2 January 2013. The bonds mature five years from the issue date at their nominal
value of C50 million or can be converted into shares at the holder’s option at the
2013 2012 2013 2012 maturity date at the rate of 33 shares per C5,000. The values of the liability
Restated Restated component and the equity conversion component were determined at issuance of
the bond.
Bank borrowings 32,193 40,244 32,590 39,960
Redeemable preference shares 30,000 30.000 28.450 28,850 The convertible bond recognised in the balance sheet is calculated as follows:
Debentures and other loans 3,300 18,092 3,240 17,730 2013 2012
Convertible bond 42,822 - 42,752 - Face value of convertible bond issued on 2 January 2013 50,000 -
Finance lease liabilities 6,806 8,010 6,205 7,990 12AppxBEx4  Equity component (note 29) (7.761) -
Liability component on initial recognition at 2 January 2013 42,239 -
Total 115,121 96,346 113,237 94,530 Interest expense (note 11) 3,083 B
Interest paid (2,500) -
Liability component at 31 December 2013 42,822 -

IFRS13p93(b), The fair value of current borrowings equals their carrying amount, as the impact of
), discounting is not significant. The fair values are based on cash flows discounted
IFR37p25 using a rate hased on the borrowing rate of 7.5% (2012: 7.2%) and are within level 2

of the fair value hierarchy.

IFRS13p83(b), The fair value of the liability component of the convertible bond at 31 December 2013

(d). IFRS13p97 amounted to C42,617. The fair value is calculated using cash flows discounted at a
rate based on the borrowings rate of 7.5% and are within level 2 of the fair value
hierarchy.
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