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FONDS D’EQUIPEMENT COMMUNAL
PROSPECTUS SUMMURAY

Issuance of an Ordinary Bond Loan for an Amount of
1.000.000.000 Dirhams

Specifications

Category Ordinary
Maximum Transaction MAD 1 000 000 000
amount

_number of securities to be 10.000
issued

Nominal Value MAD 100 000

Renewable on an annual basis of with referentieet&-month (180 days) WAR (Weighted Average
Rate)
Between 2,00% and 2,20%

Facial interest rate

Risk premium Between 50 and 70 bps
Maturity 15 years
Entitlement Date January 1%, 2022

Over-the-counter

Tradability of the securities (Off the market)

Repayment Method Linear annual depreciation of the principal

Allocation method Dutch auction

SUBSCRIPTION PERIOD : FROM JANUARY 3" TILL JANUARY 7 ™, 2022 INCLUDED

Subscription to these bonds is strictly reserved/diicated to qualified investors under
Moroccan law as listed in this prospectus

Financial Advisors Agents in Charge of the Placement
@ RECTEE K NI PP
SOCIETE GENERALE
CFG BANK oladle g, ol
CORPORATE FINANGE | SOCIETE GENERALE ( I ,J CAplTAL BANK OF AFRICA

BMCE GROUP

APPROVAL OF THE AMMC (THE MOROCCAN FINANCIAL AUTHORITY)

In accordance with the AMMC circular, delivered ppécation of Section 5 of Act No. 44-12 on thebpa offering and
the information required of legal persons and bsdigis prospectus was approved by the AMMC on Déeg24"
2021under the reference number VI/EM/038/2021 .
This transaction memorandum is only part of thespeztus covered by the AMMC. The latter consisttheffollowing
documents :
= Reference document relating to the financial ye@02@gistered by the AMMC on June2021 under the
reference EN/EM/008/2021 ;
=  The update of the reference document registeradeopMMC dated Decembe4™ 2021under the reference
number EN/EM/035/2021;
=  This transaction memorandum.
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WARNING

On December 2% 2021, the Moroccan Capital Market Authority (AMY@ferred to a briefing
note related to an ordinary bond issue carriecbguhe Communal Facilities Fund, or FEC (Fonds
d’Equipement Communal) for the amount of MAD 1ibifi by issuance of 10.000 securities.

The briefing note referred to by the AMMC is avhllaat any time at the headquarters of the FEC,
on the FEC websitevww.fec.maand its financial advisers. It is also availabiém 48 hours from
order-collecting establishments.

The prospectus is also made available to the poblihe AMMC websitevww.ammc.ma

This summary has been translated by Aaron & Babdeuthe joint responsibility of the translator

and the FEC. In the event of any discrepancy betwlee content herein and the original prospectus
approved by the AMMC, only the latter prospectualigbrevail.

Prospectus related to an issuance of a conventioriadnd loan 2
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PART I. PRESENTATION OF THE OPERATION
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l. FRAMEWORK OF THE OPERATION
I.1. GENERAL FRAMEWORK OF THE OPERATION

Under Article 5 of Law No. 31-90 on the reorganiaatof the Fonds d’Equipement Communal
(Municipal Equipment Fundpromulgated by the Dahir No. 1-92-5 of Safély 5413 (August 5,
1992), as amended and completed, the Board of Die@uthorized, during its meeting on May
29" 2019, a bond issuance program for an overall amcapped at 9 billion dirhams.

Amount of the Programme MAD 9 billion (Moroccan Dirhams)

Issuances made 2020: 1 issue for a total amount of MAD 2 billion
Ongoing Insuances 2021: 1 issue for a total amount of MAD 1 billion
Remainder MAD 6 billion

The FEC wishes to continue its program with a nesndbissue for an amount of up to
1 billion dirhams, purpose of this prospectus.

In accordance with the powers conferred on himheyBoard of Directors held on May22019,
the General Manager of the FEC set forth the gétesras and the specifications of this bond issue:

= Maximum amount of the Operation: 1,000,000,000¢h&a
= Maximum number of securities: 10,000;

= Nominal value: 100,000 dirhams;

= Type: ordinary bonds;

= Maturity: 15 years

= Exit rate and repayment methgthnually Revisable Rate, with reference to théhanetical
average of the interbank average Weighted Averadg Bates observed over a period of 180
days ending on December'22021— a rate of 1,5, plus a risk premium of between 50 and
70 basis points, that is an effective interest ohteetween 2,0% and2,20 %for the first year.

= Entitlement Date: January 1,22022

In the event that the bond issue is not fully stibed upon expiry of the subscription period, the
amount of this issue may be limited to the subsdriimounts, as decided by the Governor Director
General, by virtue of the powers conferred on hintlie Board of Directors, held on May 29
20109.

[.2. OBJECTIVES OF THE OPERATION

The positive evolution of the credit activity ofettFEC during the last years has logically been
accompanied by an increase in both disbursementirzartting needs, which required an increasing
mobilization of resources. This increase shouldsperover the coming years considering the
development projects launched by the territorig@reies, mainly the Regions, on a national scale.

In this context, the FEC's recourse to the bondketaims mainly at :
= The funding of its activity ;

= Diversifying the long-term funding sources and aanhg the optimization of cost financing;

= Consolidating the FEC's image against the mainnpestand strengthening its position as a
regular issuer of bonds on the market.

Prospectus related to an issuance of a conventiortadnd loan 4
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Il THE TRANSACTION IS CARRIED OUT AS FOLLOWS
I1.L1. TIMETABLE FOR THE OPERATION
No. Stages Date
1 Procurement of AMMC visa Friday December 2% 2021
2 Publication of the prospectus extract on the I$swebsite Friday December 2% 2021
3 Publication of the press release by the Issuerdiouanal of legal notices ~ Tuesday December 282021
4 Opening of the subscription period Monday January'8 2022
5 Closure of the subscription period Friday January'7, 2022
6 Centralization of subscription orders by CDG Capital Friday January7, 2022
7 Sécurities Allocations Friday January7, 2022
8 Reporting the transaction results to subscribers Monday January 10, 2022
9 Payment / Delivery Wednesday January %,2022
10 Publication of the results of the Transaction dredrates retained in a Iegal':riday January 14 2022

publication newspaper by the Issuer

[1.2. INVESTMENT SYNDICATE AND FINANCIAL AGENTS

Type of Financial Agents INETE Address
CFG Bank Corporate Finance  5-7, rue Ibnou Toufail — Casablanca
Financial Advisors Société Générale Marocaine de 55, boulevard Abdelmoumen —
Banques Casablanca
Agent in Charge of Centralization CDG Capital Place Moulay El Hassan —Rabat
CFG Bank 5-7, rue Ibnou Toufail — Casablanca
Société Générale Marocaine de 55, boulevard Abdelmoumen —
Agents in Charge of the Placement  Banques Casablanca
CDG Capital Place Moulay El Hassan —Rabat
Bank Of Africa 140 Avenue Hassan Il - Casablanca
Domiciliary establishment ensuring the BMCI 26, place des Nations Unies - 20 100 —
financial service of the issuer Casablanca

There are no capital ties between financial inteliarées and the FEQunicipal Equipment
Fund).

Prospectus related to an issuance of a conventiortadnd loan
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.  CHARACTERISTICS OF THE OPERATION

The current Transaction concerns a total amoufttilion Dirhams.

The FEC intends to issue 10,000 ordinary, unliteads with a nominal value of 100,000 dirhams
each.

The characteristics of this Operation are as fato@®@rdinary unquoted bonds at an annually
revisable rate (based on the arithmetic averagbeointerbank weighted average JJ rates observed
over a period of 180 days), with a maturity of J&ags, amortized on a straight-line basis, with a
nominal value of MAD 100,000.

Characteristics of the securities (annually reviewale-rate conventional bonds with a maturity
of 15 years non-listed)

Nature of securities Non-listed bonds entirely dematerialized by sulpdivh with the Central
Depositary (MAROCLEAR) and entered into account a¢ thuthorized
affiliates.

Legal Form Bearer bonds.

Transaction Ceiling MAD 1,000,000,000

Number of securities to be issued 10,000

Nominal value per unit MAD 100,000

Subscription Price Per value : 100% of the nominal value.

Maturity 15 years

Subscription Period From January'$ to January, 2020 included

Entitlement Date January 1%, 2022

Maturity date January 1%, 2037

Allocation Method Dutch auction

Nominal interest rate Rate revisable on an annual &sis

For the first year , the reference rate is deteechion the basis of an arithmetic
average composed of Interbank Average Weightedhatdk Rates, observed
over a 6-month period ending on Decembé?, 2D21 as published by Bank Al
Maghrib, be it 1,50%, increased by a risk premidrbeiween 50 and 70 basis
points, which is between 2,00% and 2,20%..

For subsequent years , the Reference Rate is cadutat the basis of an
arithmetic average of the Interbank Average Weightaterbank Rates
observed over a period of 180 days preceding tlhparo anniversary date of
five business days, as published by Bank Al. Mdghri

Reference rates thus obtained shall be increasedrisik premium of between
50 and 70 basis points.

Risk premium Between 50 and 70 bps

Interest Rate Fixing Date The interest rate is to be revised annually atatir@versary date.

The new rate will be determined no later than 5kivay days before the
anniversary date and communicated to investorshieydomiciliation body
using any means deemed practical (email, mail).etc.

Method of calculating interest Interests shall be calculated on monetary basis, i.
e Principal outstanding x facial interest rate x @xaumber of days* /
360)].

e The exact number of days: 365 or 366 days

Agent in charge of calculating the

interest rate Entity Centralising the Operation

Payment of the coupon The coupons will be paid annually at each annivgrdasuance vesting date ,
be it on January 12of each year, or on the first following workingydin case

Prospectus related to an issuance of a conventiortadnd loan 6
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that day is a non-working day.
No deferral of the interests shall be possibléis dperation.

Tradability of the securities

Over-the-counter. The securities shall be freelygotiated without any
restriction by the issuance conditions.

Principal Repayment

The principal repayment of the loan's securitied] accur annually and
linearly on each anniversary date of the issuaresting date or the first
working day following that date if it is a non-wanky day.

Anticipated Repayment

The FEC may not proceed with the anticipated repaymgbonds, purpose of
this issuance.

However, the FEC keeps the right to proceed, wighBank Al-Maghrib prior
consent, to bonds buy-back on the secondary mapketided the legal and
regulatory provisions don't oppose to it,

In this respect, the FEC will have to publish, 5 king days before any
repurchase operation, a notice in a newspaper @l lannouncements
presenting the said operation as well as its mharacteristics, including in
particular the price which will be offered to diletbondholders and the number
of securities concerned. In the same way, the FE@ wmdertake,
simultaneously with the publication of the notite notify the AMMC as well
as the representative of the bondholders’ grouphefenvisaged repurchase
operation.

At the end of the notification period (i.e. 5 worgidays after the publication of
the notice presenting the repurchase operatioer),FIBC will proceed to the
repurchase of the bonds contributed by the bonéhsldn case the number of
securities contributed by the bondholders is highan the number of securities
subject to the repurchase operation initiated leyREC, the repurchase will be
made in proportion to the bonds contributed bytitiedholders.

Redemptions are inconsequential to an investor ngskd hold securities to
normal maturity and do not affect the normal anzatton schedule. Bonds so
redeemed will be cancelled and may not be reissued.

Upon completion of the repurchase transaction, Idseier will notify the
AMMC and the bondholders’ representative of the ltesof the transaction.
The repurchased bonds will be cancelled.

Assimilation clause

The bonds issued by the FEC cannot be assimilateshytcanterior securities
issuance.

In case the FEC subsequently issues new bonds wiitipletely similar rights,
it will be authorized, without requesting the camsef the holders of former
bonds, to proceed to the assimilation of the whsdeurities successively
issued, thus unifying the operations of their ficiah service and their
negotiation.

Loan Ranking

The bonds issued by the FEC and their intereststiasesdirect, general,
unconditional and unsubordinated obligations of i&ier, ranking equally
amongst themselves and the other present or futnsecured debts of the
issuer.

Guarantee

The bonds issued by the FEC are not subject to aasagtee.

Rating

The bonds issued by the FEC have not been rated.

Applicable Law

Moroccan Law

Competent Jurisdiction

Commercial Court of Rabat

Bondholders Representation

Pending the General Meeting of Bondholders, theefChkecutive Officer of
the FEC by virtue of the powers granted to him leyBward of Directors, held

on May 29", 2019, appointeg Hdid Consulting Firm» as interim agent of
the bondholders, in accordance with the relevagllprovisions. This decision
will take effect as of the opening of the subsdoiptperiod and will expire at
the end of the nomination of the definitive repr¢adve by the General
Meeting of the Bondholders. The Chief Executive Gffipledges that the
General Meeting of the Bondholders will be convebgdhe interim agent no
later than 6 months from the closing date of supsons in order to appoint
the definitive representative.

The provisional representative of the bondholdgrsup undertakes to convene

Prospectus related to an issuance of a conventioriadnd loan 7
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the general meeting of bondholders within a pewddix months from the
closing date of subscriptions in order to appdiet definitive representative, in
accordance with the legal provisions in force.

The remuneration of the provisional proxy of thedbeolders’ group was fixed
by the FEC at MAD 24,000 (including taxes). The reemation of the
bondholders’ group’s proxy will be brought to thaokvledge of the latter
during the publication of the notice of the bondlest’ meeting that will
appoint him.

In accordance with the legal provisions, the mamgadf the masse has, unless
otherwise decided by the general meeting of borut#ts| the power to carry
out on behalf of the masse any management act s@geto safeguard the
common interests of the bondholders.

It should also be noted that Hdid consulting fistthe permanent proxy for the
bond issues carried out by the FEC in 2017, 20189 2d 2020.

Prospectus related to an issuance of a conventiortadnd loan 8
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PART Il. ISSUER’S PRESENTATION
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l. GENERAL INFORMATION

Corporate name
Head office

Telephone
Fax

Website

Email
Creation date
Financial year

Company object (articles 3 and 3 bis of
Law No. 31-90 promulgated by Dahir
No. 1-92-5 of Safar B, 1413 (August
5th, 1992) reorganizing the Communal
Equipment Fund, as modified and
supplemented by Law 11-96)

Share capital on June 30, 2021
Capital Allocation

Competent Courts

Consultation place of legal documents

Legal texts applicable to the society

Fonds d’Equipement Communal (FEC)

Espace Oudayas. Angle avenue Annakhil et avenueB2eka, B.P. 2175
Hay Riad, Rabat

05.37.56.60.90 through 93
05.37.56.90.94
www.fec.ma

fec@fec.ma
June 1%, 1959
From the % of January to the 31of December.

The Fonds d’Equipement Communal is in charge of rdmrting to the
development of local communities; to this endai:c

= grant to local authorities, their associations adl vas local public
institutions any and all technical or financialiatmce, including in the
form of loans or advances for financing studies esuipment works;

®= assist local communities in the identification, leéion and the
monitoring of their projects’implementation;

=  provide assistance in any form whatsoever to tlaeSir a public body
for the study and implementation of all plans andal development
programs.
The Fondsd’Equipement Communal can also allocatevewmst all local
authorities anyamount, the management of which eviel entrusted to it to
that effect.
It can also make any civil or commercial securdreeal-estate transactions,
related to its purpose, required to enable it ®r@se the activities mentioned
above.
To implement the tasks assigned to it by law No 981- the
Fondsd’Equipement Communal is authorized to perfathoperations that
the banks are entitled to practice under Dahir Ne®3-147 of 15 Muharram
1414 (July &, 1993) Relating to the exercise of the activity aédit
institutions and to the control thereof, which theen repealed and replaced
by Law No. 103-12 on credit institutions and simiteodies, promulgated by
Dahir No. 1- 14-193 of December24014.

MAD 1,000,000,000

Capital owned 100% by the State

Rabat Courts

The legal documents can be consulted at the hdiaé of the FEC
Public institution governed by:

= Law No. 31-90, promulgated by DahirNo. 1-92-5 & Safar, 1413
(August 0%, 1992) carrying the reorganizing the Fonds d'Eemignt
CommunalAs amended and supplemented by Law 11-96;

= Decree of the Minister of Finance, Trade, Industnd Craftsmanship
No. 2549-96 of 24 joumada Il 1418 (Octobel"27997) approving the
operations of the Funds as a bank institution;

®"  The decree No. 2-90-351 of 19 Joumada II, 1413 ébwber 14th, 1992)

adopted for the application of law No. 31-90 mem¢id above;

Organic Law N° 02-12 concerning appointment to kighositions in

application of the provisions of articles 49 and &f2the Constitution,

promulgated by Dahir N° 1-12-20 of 27 Chaabane 1488/ 17, 2012),
as modified and completed;

By its activity, the FEC is governed by Law No. 10B-relative to credit
institutions and assimilated bodies, promulgatedDair No. 1-14-193 of
December 24th, 2014.

Making public offering, the FEC is submitted to thegal and statutory
requirements relative to financial markets, esplcia

Prospectus related to an issuance of a conventioriadnd loan
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= Jaw No. 43-12 relating to the Moroccan Capital MarRuthority
promulgated by dahir n ° 1-13-21 of MarchH"12013;
= Order of the Minister of Finance and Foreign Inue=tt no. 2560-

95 of October 9, 1995 relating to certain negotiable debt seasiti
as amended and supplemented;

= dahir providing law no. 19-14 relating to the St&tkchange, Stock
Exchange Companies and Financial Investment Advisors

=  General regulation of the stock exchange approyetidorder of
Minister of Economy and Finances No. 2208-19 oy Hf, 2019;

= Law No. 44-12 on the public offering and the infation required
of legal entities and organizations making publifferings,
promulgated by Dahir No. 1-12-55 of Decembef,28012;

= Dahir No. 1-96-246 of January 9th, 1997 carryingnpulgation of
the law No. 35-96 relative to the creation of atrardepositary and
to the institution of a general regime for the niystion in account
of certain values, modified and completed by thveNo. 43-02;

=  General regulation of the central Depositary appdoby the order
of Minister of Economy and Finances No. 932-98 qfrian16™,
1998 as completed and amended;

=  General regulation of the AMMC such as approvedheydrder of

Minister of Economy and Finances No. 2169/16 of tAth of July
2016;

=  Bank Al Maghrib's circular No. 2/G/96 of January 18011996
relative to certificates of deposit and its modifion;
= The AMMC circular;

= Law No. 35-94 relating to certain Negotiable delecisities,
promulgated by Dahir 1-95-03 of January 26th, 1895amended
and completed.

. FEC’'sS ACTIVITY

After the independence, the public authorities wdrib have instruments to help them mobilise the
financial resources needed for local development.

The Fonds d’Equipement Communal was set up in E358 public institution whose management
was entrusted to the Caisse de Dépobt et de GA&Io6) until 1992. Ever since, the FEC has gone
through several stages in line with the evolutiohthe Moroccan economy and the public sector. In
1997, the FEC obtained a banking licence, whiclpleakit to consolidate its role in the financing of
investments of Local Authorities, their groupinggldocal public establishments.

As a bank, the FEC seeks to control risks and ol for a level of profitability that makes the
activity sustainable and more secure. As an ingiituwith a mission of collective utility, the FEE
engaged in strengthening the local expertise andgromoting the investments which bring
development. These two missions together confadrad-EC the strength of its positioning as a bank
dedicated to the financing of the local public eect

The Bank offers to its customers products and eesviadapted to their needs and focuses on
assisting them technically for building up and dgpig their equipment projects. The FEC
accompanies thus its customers in expressingithastment choices and offers them the possibility
to realize high value-add projects. These projagts at improving the Citizen's quality of life and
cover areas such as urban mobility, connectivityrwhl areas, development of areas with an
economic activity, development of sports and laisiacilities, rural electrification, sanitation and
access to safe drinking water, public lighting,abBshment of green areas, cleanliness and
environmental protection, improvement of tourigticilities, upgrade of schools, cultural and aidist
animation, development of commercial infrastrucsuriategration of information technologies and
promotion of clean technologies.

Prospectus related to an issuance of a conventioriadnd loan 11
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[I.1. LOAN ACTIVITIES

As part of its activity, the FEC offers:

= conventional loans to finance investment projects;

= Lines of credit (LOCs), in place since 2004, foe financing of development programs. This

type of financing allows Local Authorities to hatlee visibility needed to secure funding for

their development projects. It encourages LocahAurities to plan their investment programs in

the medium and long term and enables them, thaniks flexibility, to optimize the financing of
the different components of the program.

[1.1.1 EVOLUTION OF LOAN COMMITMENTS BY FINANCIAL YEAR OVER THE PERI 0D 2002 TO
2020(IN MMAD)

TCAM 4007 2020~ 7-21%

4077

2934 . 3057 3230 3335
2293 2358 7167
1802 1908 1765 l6§4
95y 1133 a1 1161
I I 220

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source : FEC

[1.1.3 EVOLUTION OF LOAN DISBURSEMENTS BY FINANCIAL YEAR OVER THE PE RIOD 2002 TO
2020(IN MMAD)

s 4'189
TCAM 39022020 : + 8,3%

3 332> 966 3510
2051 1
1731 18581 928 1 68617201 826
11 ] I I I I I I I I I I I

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source : FEC
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Information on the Share Capital

As at June 30 2021, the FEC's share capital is entirely owngdhe State and amounts to MAD
1,000,000,000. Since its creation, the FEC is 100%ted by the State

IV. Gouvernance of the FEC

Members of the FEC Board of Directors as at Decemner®, 2021+

First and Last Names

Role within the Board

Status

Appointment
Date

The Head of Government, or the Governmental Authogtgghated by him for this purpose

Two representatives of the Ministry of the Interior

Presiden

Members of the FEC'’s Board of Directors Representinghte Administration

Members not|

Water

appointed
intuitu
personae
Mme. Saadia LAAROUSSI Representative of the Ministry of Economy ant¥lember 09 Nov 2015
Finance
M. Hicham TALBY Representative of the Ministry of Economy antlember 20 Apr 2016
Finance
M. Abdelouahab BELMADANI Representative of the Ministry of Health ahdlember 29 Oct 2018
social protection
M. Mohamed OUHMED Representative of the Ministry of EnergyMember 12 Apr 2021
transition and sustainable development
M. Khalid El HATTAB Finance departement Director oetBaisse de | Member 20 Jul 2017
Dépdt et de Gestion
M. Abdellatif FAZOUANE Representative of Ministry of Equment and Member 06 Dec 2021

Members of the FEC’s Board of Directors Representinghte Locally Elected Official$

BENSALAH -Province of FKIH BENSALAH

Mme. Mina BOUHDOUD President of LAGFIFATE Town Council — Member 03 May 2017
Province of Taroudant

M. Mohammed CHAOUKI President of the Town Council of FOUM Member 03 May 2017
JEMAA — Province of AZILAL

M. Badr EL MOUSSAOUI President of the Municipal Council of EL Membre 03 May 2017
MARSA — Province of LAAYOUNE

M. Mohammed MOUBDII President of the Communal Council of FKIH | Membre 03 May 2017

(4) membersRepresentative of the electe
are

in the process of being designated
following

the elections of September 2021 (
Termination of service)

in the process o
being designated

f

1 The composition of the FEC’s Board of Directoréixed pursuant to the provisions of article 3 afdbee no.
02-90-351 of December 14, 1992, taken for the appin of law no. 31-90 on the reorganization &f BHEC.

2 In accordance with the provisions of article 3tbé Decree no 2-90-351 aforementioned, adopted for
application of law n° 31-90, the 8 local couranidl are appointed by the Interior Minister’s demisi

Prospectus related to an issuance of a conventiortadnd loan

13




FONDS

D'EQUIPEMENT
COMMUNAL
JIVENA |y FX -]

(sl

V. MANAGEMENT BODIES

Organization chart of the Fonds d’'Equipement Communal

i knine S i BOARD OF DIRECTORS ARkt ond ek commities

: GENERAL MANAGEMENT
Sysinms Commifion

Disbursemeants
Departmant

Source : FEC
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PART Ill. FINANCIAL STATEMENT
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l. Annual Accounts

[.1. THE INCOME STATEMENT

Million MAD

Banking operating income 1082,6 1172.8 12839 8.3% 9.5%
In.terest qnq sqmlgr income from transactior 70 29 18 68.7% 16.1%
with credit institutions

Interest§ and income from customer 10581 1169.6 12821 10.5% 9.6%
transactions

Interest and similar income from debt i i i ns ns
securities

Other banking products 17,4 1.0 - -94.2% -100.0%
Banking Operating Expenses 588,1 622.6 661.2 5.9% 6.2%
In_terest a_nq sqmle_ar expenses on transactiol 260,0 268.4 203.1 3.20% 929
with credit institutions

Intere_s_t and similar expenses from issued d 327.7 353.9 367.9 8.0% 3.9%
securities

Other bank expenses 0,4 0.3 0.2 -18.3% -32.7%
Net Banking Income 494,4 550.1 622.7 11.3% 13.2%
Non-banking revenue 1,9 1.9 4.2 3.6% >100%
Non-bank operating expenses 0,2 0.2 0.1 -5.4% -36.1%
General Operating Expenses 58,8 59.2 58.8 0,7% -0.7%
Staff costs 42,7 44.9 46.3 5.3% 3.1%
Taxes and duties 0,8 0.8 0.8 0,2% -0.3%
External expenses 7,2 5.7 51 -21.8% -10.1%
Other General operating expenses 4,0 3.7 2.8 -6.7% -24.3%
Allocation to depreciations and provisions o 4.0 4.0 37 0.5% 75%
assets

g\ggfatlons to provisions and unrecoverable 112 12.9 13.9 15.4% 8.0%
Appr(_)prlatlons to provisions on debts and 6.7 23 0.0 -66.0% -99.5%
pending

Losses on unrecoverable debts - - - ns ns
Other Provisions 4.5 10.6 13.9 136.3% 31.1%
Rgversals of provisions and recoveries on 142 54 59 -61.9% -5.0%
written off loans

Reversals of provisions on debts and pendi 0,6 5.4 3.7 -743.1% -32.6%
Other Provisions Reversals 13,6 - 1.5 100.0% ns
Operating result 440,4 485.2 559.2 10.2% 15.2%
Non-current income 0,3 0.3 0.0 20.3% -98.0%
Non-recurring expenses 10,0 10.9 112.4 8.7% >100.0%
Pre-tax income 430,6 474.7 446.8 10.2% -5.9%
Taxes on income 160,8 182.9 203.1 13.8% 11.0%
Net Income 269,8 291.8 243.8 8.1% -16.5%
Source : FEC
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[.2. BALANCE SHEET

Million MAD Var. 19/18 Var. 19/18
Assets 20 392,0 23552,7 25517.3 15,5% 8.3%
Cash, central banks, public treasury, posti 1,0 73,6 25.7 >100% -65.1%
Claims on credit and assimilated institutiol 1,7 1,3 0.3 -25,8% -77.2%
Advances to customers 20 286,3 23197,6 25208.0 14,4% 8.7%
Receivables acquired through factoring - - - ns ns
Trading and investment securities - - - ns ns
Other assets 49,2 2291 235.0 >100% 2.6%
Investment securities - - - ns ns
Equity securities and similar assets 0,0 0,0 0.0 0,0% 0.0%
Subordinated debts - - - ns ns
Fixed assets given in leasing and renting - - - ns ns
Intangible assets 0,7 0,5 0.5 -36,7% 12.9%
Tangible assets 53,0 50,7 47.8 -4,3% -5.7%
Liabilities 20 392,0 23552,7 25517.3 15,5% 8.3%
Central banks, public treasury, postal - - - ns ns
ﬁ]’;‘t‘iiﬁggsngwed to credit and related 67727 83327 85975 23,0% 3.2%
Customer deposits - - - ns ns
Issued debt securities 91294 10 405,9 11 850.7 14,0% 13.9%
Other liabilities 26,7 48,6 47.4 82,1% -2.5%
Provisions for liabilities and charges 4.5 15,1 27.6 >100% 82.2%
Regulated provisions - - - ns ns
Subsidies, allocated public and special

guarantee funds i ’ i ns ns
Subordinated debt 1 000,0 1 000,0 1 000.0 0,0% 0.0%
Revaluation Surplus - - - ns ns
Reserves and additional paid-in capital 2 188,8 2 458,7 2 750.4 12,3% 11.9%
Capital 1 000,0 1 000,0 1 000.0 0,0% 0,0%
Shareholders, unpaid capital (-) - - - ns ns
Retained earnings (+/-) - - - ns ns
Net income pending allocation (+/-) - - - ns ns
Net income for the fiscal year (+/-) 269,8 291,8 243.8 8,1% -16.5%

Source : FEC
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1. Half-Year Accounts

[1.1. THE INCOME STATEMENT

- Var.
Million MAD S121/S1 20
Banking operating income 627.7 635.5 1.2%
Interest and similar income from transactions witbdit institutions 1.2 1.1 -8.1%
Interests and income from customer transactions 626.5 634.3 1.2%
Interest and similar income from debt securities - - ns
Income from property titles - - ns
Income from capital goods leasing and renting - - ns
Commissions on service delivery - - ns
Other banking products - - ns
Banking Operating Expenses 333.8 314.6 -5.8%
Interest and similar expenses on transactions arétit institutions 146.2 126.8 -13.3%
Interest and similar expenses on transactions ausiiomers - - ns
Interest and similar expenses from issued debtisiesu 187.5 187.7 0.1%
Charges on assets leased and rented - - ns
Other bank expenses 0.1 0.1 -14.3%
Net Banking Income 293.9 320.8 9.2%
Non-banking revenue 1.0 1.1 6.1%
Non-bank operating expenses 0.1 0.1 -11.9%
General Operating Expenses 29.8 294 -1.5%
Staff costs 235 235 0.0%
Taxes and duties 0.4 0.4 1.7%
External expenses 25 2.0 -19.7%
Other General operating expenses 15 1.8 -18.2%
Allocation to depreciations and provisions of asset 1.9 1.7 -12.1%
Allocations to provisions and unrecoverable debt 13 1.3 -5.4%
Appropriations to provisions on debts and pending 1.3 1.3 -5.4%
Losses on unrecoverable debts - - ns
Other Provisions - - ns
Reversals of provisions and recoveries on writtenfbloans 3.6 - -100%
Reversals of provisions on debts and pending 3.6 - -100%
Recoveries on written off loans - - ns
Other Provisions Reversals - - ns
Operating result 267.3 291.2 8.9%
Non-current income 0.0 0.1 >100%
Non-recurring expenses 56.2 9.6 -82.9%
Pre-tax income 211.1 281.7 33.5%
Taxes on income 95.2 104.4 9.7%
Net Income 115.9 177.3 53.0%

Source : FEC
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[1.2. BALANCE SHEET

Million MAD

Assets 25517.3 25 750.2 0.9%
Cash, central banks, public treasury, postal 25.7 52.8 >100%
Claims on credit and assimilated institutions 0.3 250.4 >100%
Advances to customers 25208.0 251525 -0.2%
Receivables acquired through factoring - - ns
Trading and investment securities - - ns
Other assets 235.0 247.7 5.4%
Investment securities - - ns
Equity securities and similar assets 0.0 0.0 0.0%
Subordinated debts - - ns
Fixed assets given in leasing and renting - - ns
Intangible assets 0.5 0.4 -19.3%
Tangible assets 47.8 46.3 -3.3%
Liabilities 25517.3 25 750.2 0.9%
Central banks, public treasury, postal - - ns
Amounts owed to credit and related institutions 8 597.5 8 551.3 -0.5%
Customer deposits - - ns
Issued debt securities 11 850.7 11 937.6 0.7%
Other liabilities 47.4 62.2 31.2%
Provisions for liabilities and charges 27.6 27.6 0.0%
Regulated provisions - - ns
Subsidies, allocated public and special guarantedsf - - ns
Subordinated debt 1 000.0 1 000.0 0.0%
Revaluation Surplus - - ns
Reserves and additional paid-in capital 2750.4 2994.2 8.9%
Capital 1 000.0 1 000.0 0.0%
Shareholders, unpaid capital (-) - - ns
Retained earnings (+/-) - - ns
Net income pending allocation (+/-) - - ns
Net income for the fiscal year (+/-) 243.8 177.3 -27.3%
Source : FEC
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PART IV. RISK FACTORS
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l. ISSUERRISK
[I.  INTEGRATED RISK MANAGEMENT

Risk Management: Control and Governance Principles

The governance of risk management atibads d’Equipement Communalbased on:
= the strong commitment of the Board of Directorgttioritize risk management;
= the strong involvement of all the management ofitilsétution in the process;
= clearly defined procedures and responsibilitiebiwithe organization;
= the allocation of appropriate resources for risknagement and the development of risk
awareness among all stakeholders.

Structure and Governance of Risk Management

Governance and risk management are ensured bythestdescripted hereafter :
Governing Bodies

The Board of Directors is chaired by the Head ové&oment or by the Government Authority
delegated by him for this purpose.

It also includes the following members:

= 2 representatives of the Ministry of the Interior;

= 2 representatives of the Ministry of Economy, Freand Administrative Reform ;
= 1 representative of the Ministry of Health ;

= 1 representative of the Ministry of Public Worksaiisport, Logistics and Water;

= 1 representative of the Ministry of Energy, Minesl&nvironment ;

= The General Manager of the Caisse de Dépdt et dedBe

= Members representing local elected representatBdgcal councillors appointed from among
the local councillors on a list drawn up for thigrpose.

The Board of Directors gathers and meets upon aatmn by its President as often as the FEC's
needs require and at least twice a year.

The Government Commissioner appointed to the FE@gccordance with the legal texts in force,
attends the meetings of the Board of Directorsimdvisory role.

Audit and Risk Committee

The Board of Directors is assisted by an Audit &weks Committee, in accordance with the legal
and regulatory provisions relating to the interc@htrol of credit institutions.

The Audit and Risks Committee comprises, in additio the General Manager of the Caisse de
Dépbt et de Gestion, Chairman:

= The Wali, General Inspector of Territorial Admimegion (Ministry of the Interior) ;

= The Director of the Treasury and External Finaneenistry of the Economy, Finance and
Administrative Reform).

The Audit and Risks Committee is responsible irtipalar for assessing the quality of the internal
control system and the consistency of the systemsi¢asuring, monitoring and controlling risks.

Governing Body

The General Management of the FEC evaluates tleeteféness of the risk management process
and conducts a regular review of key risk managémpelicies, strategies and initiatives.
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General Management makes presentations to the AnditRisks Committee (CAR), emanating
from the Board of Directors, on the main aspectsraajor changes in the risk management strategy.
The CAR reports on its work regularly to the Boafdirectors, at each of its meetings.

Credit Committee

The Credit Committee is responsible for examining granting loans under the conditions set by
the Board of Directors.

The FEC's Credit Committee includes, in additiothie FEC’s General Manager, Chairman :

= 2 representatives appointed by the Ministry oflttterior ;

= 2 representatives appointed by the Ministry of oy, Finance and Administrative Reform;
= 1 representative appointed by the Caisse de Déjp@t @estion.

The Credit Committee meets when convened by itsr@laa as often as required and at least once a
month.

Internal Risk Committee

The Internal Risk Committee, chaired by the Goveara the FEC’s General Manager, is in charge
of :

= Validating the FEC's global risk management stratagd ensuring its implementation ;

= Validating formal risk management procedures byckimg their compliance with regulatory
requirements;

= Ensuring the monitoring and evaluation of the psivention systems set up by the FEC;

= Ensuring the implementation of the recommendatiwinthe Audit and Risks Committee and
those of the external auditors in terms of riskvpreion;

= Examining risk management information and ensuiisgeliability before it is transmitted to
third parties.

ALCO Committee
The ALCO Committee, chaired by the General Managéhe FEC, has the following powers :

= Develop and implement the bank's Asset-Liability fMdgement policy, in its various
components (refinancing, investment, transformati@uging, Return on Equity (ROE), etc.), in
accordance with the strategic orientations of tlwarB of Directors and the legislative and
regulatory provisions;

= Evaluate the pricing policy applied to customers;
= Define the limits necessary to manage interestamatkliquidity risks;
= Ensure the Bank’s balance sheet ratios;

= Assessing the impact of the launch of new produetany new activity involving interest rate or
liquidity risk, on the Bank’s financial position;

= To monitor the Bank’s risk profile (liquidity, intest rate and exchange rate risk) against the
internal and regulatory limits set by the Bank;

= Validate the conventions and the rate flow modes.
Risk Management and Permanent Control Department

The Risk and Permanent Control Department is imgehaf ensuring the reliability and security of
operations carried out by the FEC as well as thiementation of efficient processes for measuring,
controlling and monitoring risks.
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Internal Audit

The Internal Audit is in charge of auditing opesas related to the FEC's organization, procedures
and operations.

This entity is responsible for carrying out audisignments and preparing and following up Audit
and Risk Committee meetings.

The internal audit team is also responsible forviging the necessary support to the external
auditors and following up on the implementatiorih@ir recommendations.

Compliance

The Compliance team is in charge of monitoring abepliance of the FEC'’s operations and acts
with the legal and regulatory provisions applicatbl¢he FEC.

It is also in charge of the implementation and rtarimg of the Code of Ethics applicable to the FEC
staff.

. RISK EXPOSURE

The risks associated to the FEC's activity arobas:
Credit risk: Risk that counterparty is unable to fulfill itsrtcactual obligations.

Liquidity risk: Refers to the risk that the FEC cannot meet theade for cash or fund its
obligations as they come due. The liquidity demamndy occur at a debt maturation and following a
credit agreement.

Interest Rate Risk: The interest rate risk corresponds to the possiffiects of interest rates
fluctuations on the FEC's margins, its income am@g¢onomic value.

Operational risks: Loss risks resulting from deficiencies or failutkge to procedures, to the human
resources, to the internal systems or to exteneits.

Risk of non-compliance: Corresponding to the risk of an institution's esyre to a risk of
reputation, financial loss or sanctions due to compliance with legal and regulatory provisions,
standards and practices applicable to its actdvitiecodes of conduct.

Foreign exchange risk:Due to exchange rate fluctuations.

CREDIT RISK
The FEC is exposed to credit risk because of fitdifey activity.

General Loans Policy

The FEC requests from its customers an auto-fimgneifort of at least 20% of the investment cost,
except for exceptions justified and approved byGhedit Committee.

The rates applied are either fixed rates or revVikeveates.
The repayment of the loans (granted by the FEQ)yrsatirough fixed annual installments, including
principal and interests.

Decision making

The Risk Management is responsible for approvirggloject to be financed and appreciates the
risk level associated with the granting of a newddras well as the capacity of the client to
successfully carry out his project.

The Credit Committee decides whether or not tha kluld be granted. The loan is approved by a
joint decision signed by the Ministry of Interiondh the Ministry of Economy and Finance and
administration reform.

Credit risk management process
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Upon reception of a project financing request agpethiding on its size, the Operations Department,
proceed to the project evaluation and to the aisabfghe customer's financial profile.

The evaluation of the to-be-financed project iselasn a deep knowledge of the customer, on the
nature of the investment, on the financial arrang@rset-up.

The financial situation analysis of the customerb@&sed on the budget data of the approved
administrative accounts from the last three yeatsthe respective approved budgets as well as the
data of the draft budget of the current year.

As a first step, a retrospective analysis is maderder to establish evolution trends of the main
budget lines of the local community.

In the second phase, a prospective analysis witldoged out on the basis of the observed trends in
order to measure, over time, the evolution of thedwing capacity of the local community.

The calculation of the borrowing capacity incorgesathe following principles:

= the repayment capacity of the local community delgem its savings level,
= the maximum savings convertible in annuity shatlexceed 80% of the gross savings;

= the maximum debt ratio shall not be higher than 40btess expressly waived by the Board of
Directors.

Prior to any loan approval, the Risk Managemenidion will appreciate the risk level incurred by
the new loan granting based on:

= The analysis of the customer’s information: genendllegal data, financial and technical data;

= The analysis of the retrospective and prospecthantial situation of the customer, to establish
his intrinsic financial quality and to appreciat@ious debt, solvency ratios as well as the self-
financing capacity;

= The appreciation of the customer's quality on thgidof the repayments history of the already
granted loans and the situation of his arrears thithFEC;

= The appreciation of the project evaluation on thgidof technical ratios commonly accepted for
every type of project;

= The decision to require guarantees for the to-lbetgd loan and the proposition of measures to
set up for risk correction.

The General Conditions to grant loans

As other debts of local authorities, annuities lné +EC’s loans are accompanied by the legal
obligation of registration in their budgets.

Loans contracts by FEC stipulate:

= asuspensory condition of disbursements in casedeterioration of the financial situation of the
borrower;

= asuspensory condition of disbursements in capayhents delayed by more than 30 days;
At the end of June 2021 :

The net weighted risks s borne by the FEC amoutttédMAD 6 842 and comprised 85% of the
credit risk and 15% of the operational risk.

In compliance with prudential regulations, the soley ratio stands at 75.51%, while the Tier One
ratio stands at 60.89%, reflecting the Institutsosbund level of solvency.

Analysis of the credit portfolio

Amounts due from customers composed of 99,79&ewimitment to local Communities amounted
to a total of MMAD 25 162 as of June®3®021.
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The funding commitments given by the FEC to custsnagnount, as of June'3®021, to MMAD
6 137.

The analysis of the off-balance sheet liabilitias, of June 30 2021, reveals that 66.1% of the
global volume corresponds to recent loans gramesithan 3 years ago.

Provisions, provisioning policy and credit risk coering

The Accounting & Reporting Division handles the gess of classification and provisioning of the
outstanding receivables.

A weighting rate of 20% is applied to the local coomities’ borrowings.

The classification and provisioning policy is compt with the provisions of the circular No.
19/G/2002 of Bank Al Maghrib.

Coefficient of Risk Division

The FEC shall continuously ensure the ratio betwbertotal risk exposure of one customer and his
capital never exceeds 20%.

In the context of funding requests, the operatintities as well as the Risk Management Division
and the Accounting & Reporting Division shall erswompliance with the coefficient of risk
division.

The coefficient of risk division stands, per tharie of the new circular No. 08/G/2012 of Bank Al
Maghrib (applicable since 2013t 12.35%as of the end of Jun2021,thereby standing below
the regulatory threshold set by BAM.

With the aim of reinforcing the credit risk measusnt and appreciation tools, stress tests have been
carried out in order to evaluate the risk aversemel of FEC.

The minimal stress tests, within the meaning ofdinective, including some potential changes in the
FEC's portfolio composition, demonstrate the resde capacity of FEC to the credit risk. The FEC
shows for all the scenarios a solvency ratio tedtigher to the regulatory threshold and a ratio of
outstanding receivables below the 1%.

ASSET/LIABILITY MANAGEMENT
Asset/Liability Managers

The Financial Department is in charge of Asset/ilitgtmanagement.

The ALCO Committee is in charge of the transveesal collegial monitoring of the financial risks
to which the institution is exposed and the approtalecisions that would affect the asset-liapilit
management.

Asset/Liability Management
The bank has a mechanism that covers the mainesafénterest rate, liquidity and currency risks.

Liquidity risk

¥ Exposition as of June 31 ,2021

Annual static liquidity gaps as of Juneé"32021 :
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Rate risk

The bank performs a static rate flow of asset,ilitgband off-balance sheet positions from the
banking portfolio, broken down into regulatory mdtutranches.

Floating rate items are spread over the time peridd the next rate reset date, and fixed rataste
by residual maturity.

» Exposition as of June 31, 2021

Annual static liquidity gaps as of Juneé"3Q021 :
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The FEC conducts regulatory stress tests on iriteatss shocks to assess its exposure to the ihteres
rate risk inherent in the banking book accordingixoscenarios:
The sensitivity of the net interest margin:

-The parallel shift of the interest rate curve upmya
-The parallel shift of the interest rate curve doxard.

The sensitivity of the economic value of equity:

-The parallel shift of the interest rate curve upya
-The parallel shift of the interest rate curve doard,;
-The variation in short interest rates upward;

-The variation in short interest rates downward,
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-The flattening of the interest rate curve;
-The steepening of the interest rate curve.

Foreign Exchange Risk

The hedging of the foreign exchange risk relatethéomajority of external borrowing mobilized by
the FEC in the 90’s is borne by the State (Migistr Economy and Finance/Treasury and External
Finance Directorate) against remuneration, withim framework of a system specific to each credit
line. In addition, on the occasion of the two dnagd made during fiscal year 2019 on a credit line
contracted in 2018 with a foreign lender, the FEEC 1§ a perfect and full hedge against foreign
exchange risk enabling it to be totally immunettis tisk.

OPERATIONAL RISKS
Organization and Governance

During the last years and in accordance with BahkAghrib's provisions and the principles of
good governance, the FEC has implemented an eieduaternal control system enabling it to:

= guarantee the reliability and integrity of the ficé&l and accounting information published,

= to make sure that the operations are led in acoocedaith the applicable laws and regulations
and following the guidelines and management rulesdeafined by the Management and
Administration Bodies, respectively;

= to prevent and control the risks associated wihaittivity through well-defined and regularly
monitored procedures.

The General Management oversees the operatioka mmnagement system and guarantees the
follow-up of the actions taken to reinforce it.

The Internal Risks Committee is responsible forlajgpg the operational risk management system
in the different entities of the Bank.

General Framework

The FEC has undertaken several steps to reinfascenternal control system and to build the
necessary foundations for a robust and sustairmd®eational risk management system, integrating
the best practices and in compliance with the aguy requirements:

o Signature delegation mechanism
The FEC has implemented a sophisticated signatlegation system, based on a precise definition
of powers and a clear delineation of responsiéditiThis mechanism conforms to the following
principles:

= the dual-signhature rule is mandatory for all opgeret that affect the FEC's accounts or any other
element of its assets;

= the separation of the initiation and the executinrihe one hand, and the control on the other;

= Substitutions are systematically foreseen in cdsabsence or unavailability of a person, in
order to avoid any deadlock.

o General procedure manual
The FEC has developed a general procedure maratatolers all functional processes from the
Piloting, Business and Support divisions based hengeneral cartography of the processes and
procedures that was established according to Be9l®1 V2008 Quality Standard.

Furthermore, the integration of the modeling tddEGA PROCESS' has allowed for a unique
repository of the procedures, structured and aifidegs all collaborators of FEC through an intérna
website. This repository is regularly maintained.

o Manuel de procédures et d’organisation comptable
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The FEC has an accounting organizational and puweadanual allowing it to ensure that:

= all operations realized by the FEC are accuratetywerted into accounting statements;

= all statements are compliant with the AccountingnPbf the Credit Institutions and with the
applicable regulations;

= all financial and accounting information internadigd externally published are reliable, complete
and understandable for the users

o Internal control manual
In accordance with the applicable regulations aest Ipractices, the FEC has an internal control
manual that enables it to ensure the compliancethadoroper application of the implemented
procedures and completes the internal control systederms of check points formalization.

o Business Continuity Plan

The FEC adopted, in accordance with the provisioh<Lircular No. 4/W/2014 relative to the
internal control of credit institutions and the &itive No. 47/G72007 of Bank Al-Maghrib, a
Business Continuity Plan approved by the Board ioédors, which ensures, according to various
crisis scenarios, the operation in degraded moaecliss the resumption of activities.

The implementation of the FEC's BCP concerned itiqudar the implementation of:

= |nformation System Continuity Plans;

= Logistic Continuity Systems;

= Human Resources Continuity Systems;
= Operations Continuity Systems.

In order to ensure the implemented operationalesystare maintained, The BCP corpus of
documents (Criticality Study, Continuity Strated@drocedures, Communication Plan...) is updated
regularly and a maintenance and development plamedfEC’s BCP is elaborated.

» Triggering of the BCP due to the pandemic crisis

During the first quarter of 2020, the FEC triggered March 29, 2020, its Business Continuity Plan
(BCP), for the management of the COVID-19 healtisierand activated the work of its Crisis
Management Committee (CMC), with the priority objee of guaranteeing the health security of
the FEC’s employees, while maintaining the Bankisibess continuity.

The main missions of this CMC are based on :

=  The definition of the continuity strategy for opgoaal and banking processes;

=  The definition of the communication strategy ;

=  Constant monitoring, particularly in relation toetlprovisions of circulars and (press)
releases from the public authorities.

In order to guarantee the health safety of FEC eyeds, the FEC deployed, from the beginning of
March 2020, health prevention measures in accoadavith the pandemic risk management plans
predefined in the BCP document corpus with an aligm with the recommendations issued by the
public authorities, in particular by the Ministry Health, taking into account changes in the health
context linked to COVID-19 (adoption of protectiveseasures by staff, adoption of restrictive
measures linked to meetings and travel, use obeigferencing for communication and exchanges
between staff, partners and customers, compulseaying of masks, ...).

Also, the FEC adopted teleworking within the Indtidn and deployed a system of organization of
the structures in reduced manpower and in facete-mode with rotation and working from home
(or teleworking). Also, cyber security measurestexl to working-from-home were deployed, in
compliance with the DGSSI recommendations.
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On June 2021, in line with the national deconfinetrerategy, the FEC has adopted a plan for a
gradual return to normalcy through an increasdadff,avhich places the preservation of staff health
at the heart of the institution’s preoccupation.

In addition, over the months of August and Septen2®20, while employees were returning from
their summer breaks, the FEC undertook a PCR sioigeperation of all of its employees, in order
to ensure employee safety and break the chainisusf transmission, if necessary.

In October 2020, in an environment marked by tlseingence of domestic and international cases of
contamination and in the pursuit of efforts to metvCovid-19, the FEC renewed the teleworking

mode in hybrid mode with face-to-face / teleworkimiéernation, according to a schedule agreed
jointly between the CGC and the heads of the omgdioins.

Operational Risk Management

The FEC adopted a cartography of operational risks was rebuilt in 2010 in conformity with
Basel Il standard and whose update occurs annudiig. cartography covers the processes around
credit, support and information technology systemd allows to target the processes that require a
particular or reinforced monitoring.

The system of operational risk management impleetkat the FEC, within the Basel Il reform and
in application of the Directive No. 29/G/2007 byraAl Maghrib, allows for the identification, the
evaluation of the operational risks as well asftliew up of the action plans defined for the major
identified risks. This system was completed in 20¢1a knowledge base of incidents that gives an
objective view on the risks exposure and allowsafoeevaluation of these risks based on the results
of the operational incidents collected.

The system's full automation is made possible thamlan application that allows:

= The identification, the evaluation and the monitgrof the operational risks through the risks
cartography;

= The conciliation of the risks cartography with tfeneral procedures manual;
= The follow-up of the action plans defined for thajar identified risks;

= The collection of incidents related to operationsis.

Organization

On the organizational side, the piloting of theragienal risk management system is handled by the
Risks & permanent control Management. This departraees correspondents for operational risks
'CRO' provided by the Business and Support lines.

These CROs communicate on all operational incideatmlyze the knowledge base of these
incidents and implement action plans to cover maghs exposure.

Therefore, a procedure for the operational incislardllection and communication as well as a
ticketing system for the notification of the ocamnce of an operational incident were set up and
made available to the CROs, allowing them to effily perform the tasks of collecting and
communicating on these incidents.

The operational risks governance is handled byrifegnal Risks Committee.

In accordance with the regulatory provisions ratatio the minimal equity requirements, the FEC
proceeds, since December 2011, to the coverageecoétional risks.

The requirement of equity for the operational riskavering is calculated based on the « Basic
Indicator approach », that equals 15% of the awersg banking income, calculated on the 3 last
years.

NON-COMPLIANCE RISKS
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In accordance with the circular No. 49/G/2007 ohB&Al-Maghrib relating to the compiliance of
August 3%, 2007, the FEC adopted a compliance policy andehas well as cartography of non-
compliance risks.

IV. RISK FACTORS RELATING TO THE FINANCIAL INSTRUMENTS OFFERED

Liguidity Risk

Subscribers to the ordinary bonds of the Fonds uljignent Communal may be subject to a
liquidity risk of the security on the secondary kedrfor private debt. Indeed, depending on market

conditions (liquidity, evolution of the vyield curyveetc.) the liquidity of FEC bonds may be
temporarily affected.

However, considering the important volume of FEQdmin circulation on the market (following
the issue of 12 billion dirhams between 2012 an@020the liquidity risk associated with this
security is limited.

Risk Related to the Type of Rate Used

This issuance concerns ordinary bonds whose ratvised annually (from March 312023) with
reference to the Weighted Average Interbank RatesTthe valuation of FEC securities subject to
this operation could vary upwards or downwards edéelng on the evolution of the secondary curve
of Treasury Bills and the TMPI.

Redemption Default Risk

The obligations that are the subject of this séiesrnote may present a risk that the Issuer may no
be able to honour its contractual commitments &kbndholders. This risk results in the potential
non-payment of coupons and/or non-repayment otjpéh.
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WARNING

The above mentioned information constitutes onlyaat of the prospectus approved by the
Moroccan Financial Authority (AMMC) on December™22021 under reference VI/EM/038/2021.

The AMMC recommends reading the full prospectus ithavailable to the public in French version.
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