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222 About this report

KfW Group’s 2022 Sustainability Report is composed of three
sections specifically targeted at different groups of readers.
All three sections of the 2022 Sustainability Report focus on
the topic of ‘water’.

This first section contains all the data relating to sustainability
at KfW Group for the 2022 reporting year. It is aimed at special-
ists, analysts and investors. It also contains KfW Group’s
combined non-financial report in accordance with the CSR
Directive Implementation Act (CSR-RUG) and sections 315b and
289b as well as section 315c¢ in conjunction with sections 289c
to 289e of the German Commercial Code (Handelsgesetzbuch -
HGB). Text that is marked in blue and tables indicated by a blue
tick B4 constitute non-financial report content. This Sustainability
Report including the non-financial report was approved by the
KfW Group Board of Supervisory Directors. The report was not
audited externally this year.

This report was prepared in accordance with the standards

set out by the Global Reporting Initiative (GRI Standards). A
materiality analysis update was performed in 2022 to determine
the relevant content of the report (see - chapter on strategy,
page 28 for details).

GRI 2-1, GRI 2-2, GRI 2-3, GRI 2-5

Qualitative information in the report refers primarily to financial
year 2022. The key figures presented typically relate to a five-
year period. The reporting date for quantitative data was

31 December 2022. Individual deviations are marked accordingly.

This report also contains climate-related reporting by KfW Group
in accordance with the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD) with a focus on
climate risks to KfW’s business (= chapter on corporate

governance).

This report applies to the entire KfW Group, which is composed
of KfW, KfW IPEX-Bank GmbH, DEG - Deutsche Investitions- und
Entwicklungsgesellschaft mbH and the subsidiary KfW Capital
GmbH & Co. KG. Content that relates only to individual parts

of the group is marked accordingly. Where statements refer to
KfW Group as a whole, the name ‘KfW Group’ is mentioned once
at the beginning of each contiguous section and subsequently
abbreviated to ‘KfW’ for easier reading.

The second section of the 2022 Sustainability Report entitled
-> Dialogue is an online magazine that addresses interested
members of the public as well as a specialist readership and
presents KfW stakeholder communication content. The third
section of the report, = Discourse, focuses on the management
of KfW Group by providing more detailed insight and explana-
tions on current developments and content related to sustaina-
bility management.

All three sections are available in digital form only and can
be accessed on the = microsite which was created in 2018
and is updated annually.

As no material organisational changes occurred during the
reporting period, all data are broadly comparable with the
previous Sustainability Report. The editorial deadline was

28 February 2023.

KfW Group’s Sustainability Report has been published every year
since the reporting year 2017. Every two years, KfW issues a
declaration of conformity with the German Sustainability Code
(DNK) on the basis of the report. The 2022 Sustainability Report
was published on 27 April 2023.

www.kfw.de/sustainability
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Components of
the 2022 Sustainability Report

The 2022 Sustainability Report enters into Dialogue on various
aspects of water as a natural habitat and a resource, opens up
Discourse on internal sustainability management and delivers
Data on sustainability in accordance with GRI, HGB and TCFD
for the reporting year 2022.

In - Dialogue, we explore the central role that water plays in
climate protection and look at possible solutions to the current
water scarcity in the global south.

In = Discourse, you can find out how we are forging ahead with
our sustainability strategy, how we are realigning our material
topics and how we intend to ensure the Paris compatibility of
KfW’s financing activities in the future.
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»)) Foreword by the Chief Executive Officer

Dear Readers,

Since the outbreak of the war against Ukraine, it has become
clear that we have to approach the transformation of our
economy and society in the context of peace and security policy.
We have to strengthen the sovereignty and resilience of
Germany, Europe and the Western world as a whole - first and
foremost by really pushing the expansion of renewable energy
and making ourselves less reliant on fossil fuels in the process.
As a transformation and promotional bank, we provide the
necessary incentives for this process.

Specifically, this means that, in addition to the expansion of
renewable energy and projects aimed at boosting energy
efficiency, we also promote infrastructure that enables the
diversification of our existing energy sources. This is why KfW

is involved, for example, in the construction of Germany’s

very first LNG terminal in Brunsbdttel, allowing it not only to
contribute to energy and supply security in Germany, but also to
already be one step ahead with a view to the energy transition.
The infrastructure is designed to enable the processing of green
hydrogen further on down the line.

Another focus is on SMEs, which play a key role in the achieve-
ment of the Paris climate targets. We provide targeted pro-
grammes to help them meet the criteria set out in the EU
taxonomy. In addition, we support - for example with the
German Federal Government’s Future Fund - innovative
technology companies that play an indispensable role in
ensuring Germany’s competitive standing.

The way in which we tackle climate change and Germany’s
strength as a centre of technology will determine how future
generations will live. At KfW, however, we can only support
economic and social change if we also embark on our own
process of change. We want to develop KfW to establish it as
the digital transformation and promotional bank in the course of
this decade. Part of our KfWplus transformation agenda is

the quest to drive digitalisation and advance a state-of-the-art
operating and management model in house. As part of our
strategic tranSForm project, we are aiming to achieve a net-
zero emissions loan portfolio within the first half of this century.
In order to achieve this, we are focusing our financing activities,
among other things, on Paris-compatible sector guidelines that
define specific minimum requirements for the decarbonisation
of greenhouse gas-intensive sectors. In 2022, we also introduced
a group-wide impact management system that automatically
collects data for key impact indicators for the first time. So

we are taking a close look at what our funding does - and at
what cost.

This decade will present huge challenges for Germany and
Europe. This is an area in which we, at KfW, are called upon

to contribute our wealth of experience in order to effectively
support the transformation of our economic model. But we

are no stranger to big challenges: in 2023, KfW will be able to
look back on a history spanning 75 years — its establishment is
closely linked to the development of the social market economy
and our democracy. Since then, KfW has repeatedly helped to
master profound challenges and has grown in the process.

Our ambition to shape the future is something that remains to
this day.

| hope you enjoy reading this report.
Yours sincerely,

KM@M Fictd

Stefan Wintels

www.kfw.de/sustainability
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GRI 2-1, GRI 2-2

»»)> Corporate profile:
Responsible banking

Since it was set up in 1948, KfW Group has been financing and
promoting the sustainable development of the economy, society
and the environment both in Germany and abroad under a
statutory remit. This profile is what clearly sets KfW apart from
other commercial banks. KfW operates in ways that are
competitively neutral and therefore does not intervene in
banking competition. Our commitment to society is reflected in
our slogan “bank committed to responsibility”.

KfW is an institution under public law, 80% of which is owned
by the German Federal Government, with the remaining 20%
owned by the German Federal States. It is required to perform
the tasks set forth in the Law Concerning KfW (KfW Law), which
was enacted in 1948. This law has since been amended multiple
times to account for current needs.

KfW Group’s German headquarters are in Frankfurt am Main and
it also has offices in Berlin, Bonn and Cologne. Its global network
comprises almost 8o local and representative offices in around
70 countries. An overview of the locations can be found on

- KfW's website.

In addition to KfW itself, KfW Group also contains several oper-
ating subsidiaries. The main subsidiaries are - KfW IPEX-Bank
GmbH, which provides export and project financing, - DEG -
Deutsche Investitions- und Entwicklungsgesellschaft mbH (DEG),
which finances and advises the private sector in developing

countries and emerging economies, and - KfW Capital GmbH &

Co. KG, which promotes the expansion of the German and
European venture capital and venture debt markets by investing
in funds. The aforementioned companies are all wholly owned
subsidiaries of KfW (= Overview, page 8).

- KfW Development Bank is a business sector of KfW Group
which performs specific tasks in developing countries and
emerging economies.

Finanzierungs- und Beratungsgesellschaft mbH (FuB) performs
special tasks for the German Federal Government, while Technol-
ogie-BeteiligungsGesellschaft mbH (tbg) handles legacy equity
finance business. FuB‘s primary duties include dealing with
special tasks related to currency conversion and business
activities conducted for KfW related to the former German
Democratic Republic’s state insurance company (Staatliche
Versicherung der DDR in Abwicklung - SinA). Both are also
wholly owned subsidiaries of KfW.

KfW holds strategic investments of 26% and 25% respectively in
Deutsche Energie-Agentur GmbH (dena) and Berliner Energie-
agentur GmbH (BEA). KfW also holds other strategic investments
in CureVac N.V. (under mandate from the Federal Government,
16%), True Sale International GmbH (TSI, 7.7%), Elia Group S.A./
NV (0.3%) and the European Investment Fund (EIF, 2.3%).

It also holds shares in the former state-owned enterprises
Deutsche Post AG (20.5%) and Deutsche Telekom AG (16.6%)
under holding arrangements with the Federal Government.
Furthermore, KfW holds an indirect 9.2% stake in Airbus SE via
Gesellschaft zur Beteilgungsverwaltung GZBV mbH & Co. KG
(GZBV) as part of another holding arrangement with the Federal
Government. Mandated by the German Federal Government,
KfW owns 20% of Eurogrid GmbH via Selent Netzbetreiber
GmbH, which also makes it an indirect stakeholder in soHertz
Transmission GmbH (also 20%). KfW also holds a 25.1% stake
in Hensoldt AG under mandate from the Federal Government
and a 0.2% stake in AKA Ausfuhrkredit-Gesellschaft mbH via
KfW IPEX-Bank GmbH.

KfW regularly consults with international banks, works closely

with other development banks and supports governments of
other countries in establishing and advising promotional banks.

www.kfw.de/sustainability
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KfW Group’s business sectors, products and services

Promotion of developing countries

Domestic promotion Export and project finance X i
and emerging economies

We promote Germany. We support internationalisation. We promote development.

S.ME Ban.k & Customis.ed F.inance & KFW Capital T - Business sector Business sector
Private Clients Public Clients KfW Development Bank DEG

- Standardisable and digitalisable - Financing of municipal and - Investments in venture capital - Financing for German and - Financing of reform programmes - Financing and promotion of
high-volume business social infrastructure projects and venture debt funds (with European exports and development projects private enterprise

support from the European

- Promotion of SMEs - Customised corporate financing Recovery Programme Special - Financing for projects and
(including syndicate financing Fund (ERP-SV) and the Future investments in German and
- Financing of industrial pollution and venture tech growth Fund) in order to finance European interests
control and energy efficiency financing) innovative tech companies
measures during their start-up and growth
- Individual financing for banks, phases
- Financing of renewable energy promotional institutions of the

Federal States and leasing
- Financing of innovation companies

and digitalisation

- Start-up finance

- Financing of energy-efficient
building and refurbishment
measures for residential and

non-residential buildings

- Education financing

www.kfw.de/sustainability 8
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KfW'’s business sectors

KfW Group has set itself the target of supporting sustainable
improvement to economic, social and environmental conditions
around the world. In line with its products and services, KfW
Group is divided into the following business sectors: SME Bank
& Private Clients, Customised Finance & Public Clients,

KfW Capital, KfW Development Bank, DEG, Export and project
finance, financial markets and Head office. Its domestic promo-
tion is made up of the business sectors SME Bank & Private
Clients, Customised Finance & Public Clients and KfW Capital.
KfW Capital is a wholly owned subsidiary of KfW, while the other
two business sectors are part of the KfW organisation.

In organisational terms, the Financial markets and KfW Develop-
ment Bank business sectors are also part of KfW. Together with
the business sector DEG, a KfW subsidiary, the latter promotes
developing countries and emerging economies. The subsidiary
KfW IPEX-Bank is responsible for the Export and project finance
business sector both in Germany and abroad. Around one third
of KfW IPEX-Bank’s activities take place in Germany, another
third is concentrated in Europe, while the remaining third
focuses on the rest of the world.

Domestic promotional business

KfW’s domestic promotional business is comprised of three
business sectors: SME Bank & Private Clients, Customised
Finance & Public Clients and KfW Capital (a legally independent
subsidiary).

GRI 2-1

1. Business sector: SME Bank & Private Clients

The business sector SME Bank & Private Clients consolidates
the high-volume business, which can be both standardised and
transferred to digital processes. It makes up around 80% of the
domestic promotional business volume. The business sector is
broken down into two segments by customer group: SME Bank
is geared towards corporate clients while the other segment
targets private customers.

The SME Bank segment supports the German economy with

a wide range of loans and grants in the priority areas of energy
efficiency and renewable energy, the environment and sustain-
ability, innovation, corporate investment and entrepreneurship.

In 2022, particular emphasis was placed on measures to support
SMEs and large companies, as well as freelancers, that have
been affected by the war in Ukraine and the associated sanc-
tions and are in need of liquidity. KfW can assume up to 90%

of bank risks under the 2022 KfW UBR Special Programme
(Ukraine, Belarus, Russia). The programme is available until

31 December 2023.

In 2022, the SME Bank also continued its extensive aid pro-
grammes from 2020, designed to provide financial support to
companies in Germany to help them overcome the economic
impacts of the coronavirus crisis, until 30 June 2022. The KfW
Entrepreneur Loan (coronavirus aid) and the KfW Instant Loan
2020 merit particular mention.

www.kfw.de/sustainability
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The promotional activities in the Private Clients segment in-
clude financing for education (including student loans), promo-
tion of energy efficiency in the construction and refurbishment
of residential buildings via Federal Funding for Efficient Build-
ings, and promotion for the acquisition, construction or accessi-
ble renovation and construction of owner-occupied residential
property. Its promotional products are standardised loans
on-lent by the bank (with and without repayment bonuses) and
investment grants. Its portfolio is complemented by innovative
approaches to financing (such as the start-up platform “Griinder-
plattform”).

2. Business sector: Customised Finance & Public Clients
The Customised Finance & Public Clients business sector is
responsible for innovative and tailored promotional solutions
for companies and banks. It is also in charge of municipal
financing.

This sector is split into three business segments:

The municipal and social infrastructure segment covers

the wide range of basic promotion offers for municipalities,
municipal companies and non-profit organisations with a
focus on climate change and the energy transition, social
change and digitalisation. Standardised loans are issued either
on a direct basis (business with municipalities) or through
on-lending (municipal and social companies) or as grants.

With its structuring competence in complex and individual
projects, the customised corporate finance business segment
offers tailored promotional solutions with risk assumption for
enterprises and project companies with a link to Germany via
debt capital products (including risk sub-participations and
direct participations as part of bank consortia). Support is
provided in particular to German SMEs for investments in

innovation and digitalisation or for the process of sustainable
transformation, for young, innovative technology companies in
the growth phase and the expansion of broadband in Germany.
Due to its specific expertise, this business segment has the
capacity to act quickly in times of crisis — as was highlighted,
for example, by the KfW Special Programme or the mandated
energy transactions to secure the energy supply in Germany.

To support businesses affected by the war in Ukraine or the
sanctions imposed on Russia and Belarus in the form of
declining turnover, production losses, closure of production
facilities or increased energy costs, the business sector Custom-
ised Finance & Public Clients launched the “2022 KfW UBR
Special Programme - Syndicate Financing”. This programme
sees KfW promote SMEs and large companies alike by means
of syndicate financing for investments and working capital.

In the business segment of individual financing for banks and
promotional institutions of the Federal States, KfW provides
global loans for the general funding of promotional institutions
of the Federal States and provides individual financing for banks
such as the refinancing of export credits covered by federal
guarantees, global leasing loans and global loans to European
(promotional) banks for the promotion of SMEs and environmen-
tal protection.

www.kfw.de/sustainability
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3. Business sector: KfW Capital

With support from the ERP Special Fund and the Future Fund,
the subsidiary KfW Capital invests in venture capital (VC) and
venture debt funds on equal terms in collaboration with other
investors via the ERP-VC Fund Investments and ERP/Future
Fund - Growth Facility programmes. KfW Capital also holds
stakes in the co-investment fund coparion and in four genera-
tions of the High-Tech Griinderfonds (HTGF) for start-ups. The
Federal Government also issued KfW Capital a mandate to
jointly coordinate Germany’s Future Fund (“investment fund
for technologies of the future”) and its individual measures
with a volume of EUR 10 billion, with the ministries and KfW.
The Future Fund is used to promote enterprises in different
development stages, with a focus on growth financing. Five
components had been initiated by the end of 2022.

KfW Capital aims to improve the long-term supply of venture
and growth capital for innovative, tech-oriented companies in
Germany. In doing so, KfW Capital contributes to the reinforce-
ment of Germany as a centre of innovation. Since the entry
into force of the German Investment Firm Act (Wertpapier-
institutsgesetz — WplG), KfW Capital has been a medium-sized
investment firm within the meaning of section 2 (17) WplG and
is subject to the relevant regulatory requirements, as well as
EU Regulation 2019/2033 (Investment Firm Regulation - IFR).

The investment in VC funds by KfW Capital is intended to reach
the start-ups and growing enterprises with the best prospects
for establishing themselves on the market and thereby generat-
ing innovation, added value and jobs. KfW Capital is building

a portfolio of high-quality and successful VC funds, thereby

demonstrating that the VC asset class is attractive for investors.

As sustainability is also an important factor in the investment

process, future standard procedure will take ESG (environmental,

social and governance) criteria into account in selecting and
establishing new enterprises. By providing growth capital for
innovative, tech-oriented companies, KfW Capital contributes to
the achievement of the Sustainable Development Goals (SDGs)
- especially with regard to economic growth (SDG 8) and
innovation (SDG o).

The on-lending business model

One of the hallmarks of KfW’s approach to the widely
standardised high-volume transactions in domestic promotion
is its on-lending principle. This means that KfW supports the
commercial banks’ lending activities by offering low-interest
refinancing to its financing partners. This in turn allows the
banks’ customers to apply for KfW promotional loans while
the banks use the refinancing funds granted for this purpose.

KfW has set up an online on-lending platform (known as BDO) to
handle the application process. One example of the programmes

available is the promotion of renewable energy via

the Renewable Energy - Standard programme, which finances
power and heat-generating plants, as well as networks and
storage facilities. This programme is aimed at private individu-
als, companies and public institutions.

The customers’ financing partners or primary banks bear the
individual credit risk. This approach eliminates any need for
KfW to have its own network of branch offices. Exceptions to
this on-lending principle include, for example, municipalities,
customised corporate financing and grants for private individu-
als and companies.

www.kfw.de/sustainability
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Domestic promotional lending business at KfW

Customer applies
via primary bank
prior to investment

Financin
Customer g

partner

Primary bank enters
into loan agreement
and disburses the loan

Export and project finance

KfW IPEX-Bank is responsible for export and project finance
within KfW Group. It supports companies on the global markets
in transforming in terms of sustainability and digitalisation by
structuring medium- and long-term financing for German and
European exports, through infrastructure investments, by
securing raw materials and by carrying out environmental and
climate action projects all over the world. As a specialist bank,
KfW IPEX-Bank has extensive sector, structuring and country
expertise. It takes on leading roles in financing consortia and
actively involves other banks, institutional investors and
insurance firms. KfW IPEX-Bank operates as a legally inde-
pendent group subsidiary and is represented in the most
important economic and financial hubs across the globe.

KfW funds loan

Customer’s bank
forwards application

if approved
I( F\v — Capital
market

at favourable
interest rates

Promotional mandate State liability
defined by KfW Law Institution owned by Federal
Republic and Federal States

Backed by Understanding Il reached with EU Commission

With its commitment, KfW IPEX-Bank contributes to the achieve-
ment of the Sustainable Development Goals (SDGs) and to a
world compatible with the Paris Agreement. At the same time,

it is committed to the Equator Principles and - in addition to
economic factors - also expressly incorporates social and
environmental aspects in the decision-making process for
granting loans.

www.kfw.de/sustainability
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Promotion of developing countries and

emerging economies

Up until the end of 2021, the business sector Promotion of
developing countries and emerging economies included KfW
Development Bank and DEG. It has been managed separately
as the business sector KfW Development Bank and the business
area DEG since January 2022.

KfW Development Bank finances programmes and projects that
mainly involve public-sector players in developing countries and
emerging economies on behalf of the German Federal Govern-
ment, mainly represented by the Federal Ministry for Economic
Cooperation and Development (BMZ). Promotional priority areas
include social infrastructure (particularly healthcare, education,
water supply, sanitation and waste disposal, governance),
economic infrastructure (in particular energy production and
supply, transport and storage), financial system development,
multisectoral issues such as environmental protection and
resource conservation, migration and flight, and support for
reform processes. The objective is to support partner countries
in alleviating poverty, securing peace, protecting the environ-
ment, mitigating climate change and ensuring fair globalisation.

KfW Development Bank implements around two thirds of the
Federal Government’s international climate funds and is one of
the world’s largest finance providers in the area of biodiversity.
In so doing, KfW supports the German Federal Government in
making an important contribution to achieving the SDGs. KfW
Development Bank also sees the considerably increasing focus
on impact both outside and within KfW Group as an opportunity.
Together with the Federal Ministry for Economic Cooperation
and Development and Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ), a new standard indicator system was
introduced in 2022 to enable even more comprehensive report-
ing on the performance of German development cooperation in
key areas going forward.

The wholly owned subsidiary DEG - Deutsche Investitions-
und Entwicklungsgesellschaft mbH advises, finances and
structures investments of private companies in developing
countries and emerging economies in order to foster their
sustainable economic development, ensure local added

value and promote the expansion of the private sector as

an important driving force for development in these areas of
the world. The companies financed by DEG create skilled jobs
and enable sustainable economic development. By acting
responsibly, they drive sustainable development in line with
the 2030 Agenda.

In 2022, DEG started implementing its new business strategy,
“Climate.Impact.Returns.” With its focused business model,
DEG is positioning itself as an efficient financier and trans-
formation advisor for future-oriented private-sector compa-
nies in developing countries and emerging markets. As well
as providing debt and equity capital, DEG plans to offer its
impact and climate advisory services as part of its Business
Support Services (BSS) offering for companies via a subsidi-
ary that was set up in 2022 - DEG Impulse and to have made
its portfolio climate-neutral by 2040.

In 2022, DEG also supported humanitarian aid programmes
initiated by its Ukrainian customers, including agricultural
and technology companies, and working on the ground in
Ukraine through BSS. Various services to support customers
during the coronavirus pandemic also remained in demand.

www.kfw.de/sustainability
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KfW Stiftung

Based on a closer link to its sponsor as a digital transformation
and promotional bank, KfW Stiftung further refined its remit in
2022. KfW Stiftung sees itself as a source of impetus for urgent
social issues. Together with its partners, it empowers players in
civil society whose engagement contributes to the development
of new approaches to solutions and to the contextualisation of
current issues in order to press ahead with social transforma-
tion. KfW Stiftung’s activities are of an operational nature with
a focus on the medium term.

Specifically, KfW Stiftung aims to create opportunities for those
players that are driving social transformation for a more liveable
future. Its promotional activities can be described as follows:
strengthening intercultural dialogue, preserving biodiversity and
enabling impact-oriented start-ups.

After a break in 2021, the - Frankfurt Spring School on Conser-
vation Project Management made a return in the year under
review. KfW Stiftung awards scholarships for young staff

members from areas covered by the Legacy Landscapes Fund.
The scholarship recipients are given the opportunity to develop
their own project ideas for their protected areas and present
them to a jury. The best three projects receive funding of EUR
50,000 to be put towards their implementation. The project
management course opens up both professional and personal
potential for all scholarship recipients.

KfW Stiftung also awarded the EUR 50,000 = KfW Bernhard
Grzimek Prize in 2022. At this year’s awards ceremony, Rohit
Singh and Txai Suruf, representatives of the next generation
in nature conservation, took centre stage. With their passion
and motivation, they serve as role models in their efforts to
preserve unique ecosystems and natural habitats for
generations to come.

The focus of the commitment to art and culture is on inter-
cultural dialogue. This is an area in which KfW Stiftung show-
cases cultural diversity and creates platforms for creative
artists to strengthen the international contemporary arts
scene. In 2022, for example, international residency pro-
grammes in cooperation with the artists’ residency project
Kinstlerhaus Bethanien and Frankfurt LAB helped talented
artists from various disciplines to delve deeper into practical
aspects of their work and develop further by engaging with
other cultures and ways of thinking.

In the “responsible entrepreneurship” action area, KfW
Stiftung supports KfW’s main promotional mandates and
focuses on supporting entrepreneurs who have made it

their mission to use their business models to yield a positive
impact with regard to achieving the SDGs. KfW Stiftung is
supporting the - Impact Factory, a non-profit incubator that
helps start-ups to develop sustainable and social innovations
for the economic and social challenges of the future, and to
adopt an entrepreneurial approach to implementing them.

www.kfw.de/sustainability
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»») Sustainability strategy
How we anchor sustainable action
In our corporate strategy

Review

As a transformative promotional bank, KfW Group intends to achieve a net-zero
emissions loan portfolio within the first half of this century. In order to achieve this,
we are focusing our financing activities, among other things, on Paris-compatible
sector guidelines that define specific minimum requirements for the decarbonisa-
tion of greenhouse gas-intensive sectors. As part of the strategic tranSForm
project, we also introduced a group-wide impact management system in 2022,
meaning that, for the very first time, data on key impact indicators automatically
flows into a group-wide internal impact balance sheet.

igl Highlights

Sustainability aspects more firmly established in the purpose of
KfW’s strategic objectives

Revision of KfW'’s sector guidelines, published in 2021, in line
with the 1.5°C climate target

Outlook

After focusing on sustainable bank management for our financing in recent years,
the next few years will also focus on addressing further development opportunities
in the banking business and in sustainability reporting, the latter also in view of
mounting regulatory requirements — for example, as a result of the Corporate
Sustainability Reporting Directive (CSRD).

in

Development of impact-based management options to make

Goals

promotional and financing activities even more effective

Further development of group-wide measurement of green-
house gas reductions in the focal areas renewable energy and
energy efficiency and the carbon footprint of KfW’s financing
activities

Development of a sustainability strategy for KfW’'s banking
operations
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Strategic relevance of
sustainability

Our understanding of sustainability is based on sustainability
as a transformation process. We want to successfully support
the transformation of our economy and society and improve
economic, ecological and social living conditions in Germany,
Europe and around the globe. This results from our role as a
transformative promotional bank acting on behalf of the
German Federal Government.

Our sustainability strategy aligns with our sustainability
mission statement, which is closely intertwined with KfW
Group’s business strategy. The mission statement defines
priorities and areas of action with specific targets. In the
banking business, our financing activities address important
megatrends such as climate change and the environment,
digitalisation and innovation, and social change. We ensure
that our banking operations are resource-efficient, and
reinforce our role as a responsible employer.

We have set the following priorities for our areas of action
for the coming years:

- In the banking business, we want to become even better at
measuring and managing the impact of our financing activi-
ties, and ensure their compatibility with the Paris Agreement.
Our goal is to achieve a climate-neutral KfW portfolio within
the first half of the century. To this end, targets including the
“SDG contribution of KfW’s financing activities” and “1.5°C
compatibility of KfW’s financing activities” have been firmly
established as binding KfW strategic objectives for all
business sectors. In order to manage these objectives, KfW
is setting up a group-wide impact management system to
reliably determine the SDG contribution made, and develop
a standardised greenhouse gas accounting system.

(= KfW tranSForm, page 23).

- As a responsible employer, we aim not just to better our
employees’ work-life balance and equal opportunities for all
staff members but also to prepare them for the challenges
posed by the digital transformation.

- In our banking operations, we want to reduce our energy and
water consumption even further while maintaining what is
already a high level of resource efficiency. In the overall
context of our “responsible employer” action area, we will
develop a consistent strategy for sustainable banking
operations in 2023 to serve as a basis for this.

On an organisational and procedural level, KfW has forward-
looking sustainability governance in which overall responsibility
for sustainability topics lies in the function of the Chief Sustain-
ability Officer. This role is performed by the Chief Executive
Officer of KfW.

As a result of our comprehensive approach to sustainability
topics, KfFW Group has for years received very high scores from
independent sustainability rating agencies and occupies a top
ranking in their international sector comparisons. We want to
take further measures to secure our top position here as well
(— page 20).

www.kfw.de/sustainability
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Sustainability mission
statement

- KfW Group’s sustainability mission statement was an early environmental, social and economic sustainability and the three main areas of action banking business, employer and
outcome of the Roadmap Sustainable Finance. The preamble Paris Climate Agreement as a central frame of reference for banking operations, and also lays the cornerstones of sustain-
anchors the = 2030 Agenda of the United Nations with its 17 KfW’s wide range of activities. The mission statement ability management and sustainability communication.
Sustainable Development Goals in the three dimensions explains the sustainable orientation of KfW’s strategy in its

Sustainability approach and key action areas

Policy statement on human rights and human rights strategy

KfW sustainability mission statement and action areas

Sustainability management Banking business Employer Banking operations Sustainability communication

- Sustainability organisation: Fi . vl - Sustainability Report
. T nancing ac es i
- Chief Sustainability Officer ! ing activiti Employer attractiveness

nabllit i [l ol (e retiamds o dlimeie Corporate governance and compliance
- Group Sustainability Officer (Ih et d envi = t alobali I ‘i
— Network of decentralised c ange. an enwronmen., g 0. a |.sa ion,

social change, and digitalisation

sustainability officers ) . . - Stakeholder management +
and innovation) Equal opportunities

Sustainability portal

(dialogue and communication)

- Sustainability guidelines for banking In-house environmental protection
business and operations

Capital market Work-life balance
- Sustainability ratings and rankings

- Inclusion in strategic objectives
. ) . Procurement
Risk management Social commitment
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Sustainability in KfFW’s strategic agenda

This decade is a decade of decision - of deciding what liveli-
hoods future generations will have. Over the next few years,

the process of transformation into a sustainable society has

to be accelerated and, at the same time, Germany and Europe
have to be strengthened as centres of industry and technology.
KfW Group wants to make an effective contribution to ensure
that this process of transformation of the economy and society
is a success. As a result, the Executive Board has defined its
ambition as the quest to turn KfW into the leading digital
transformation and promotional bank. The strategic “KfWplus+”
transformation agenda that has been developed for this purpose
defines the priorities that KfW will set for its products and
services in the coming years and how its organisation will reflect
these priorities. It forms the basis for the strategic objectives,
which operationalise the transformation agenda and define
KfW’s medium-term positioning through top-level objectives.
The aim is to become more adaptable, efficient and effective.

Sustainability within our strategic objectives

KfW Group has defined the position which the bank aspires to
achieve in the medium to long term with its system of strategic
objectives since 2012. The strategic objectives are binding for
the strategic orientation of all business sectors and, in line with
KfWplus+, include the vision of positioning KfW as a digital
transformation and promotional bank. The primary objective, or
purpose, of our work is sustainable promotion, which we define
as the transformation of the economy and society with the aim
of improving economic, environmental and social living condi-
tions around the world.

This objective is to be achieved with the help of the three
promotional principles of subsidiarity, promoting transformation
and boosting resilience, and sustainability. Within the system

of strategic objectives, the purpose of the pillar of sustainability
is to ensure that KfW’s (financing) activities and the further
development of our business go hand-in-hand with the further
development of our contribution to sustainability. Other target
areas with operational and other quantitative control variables
form the basis for this (- figure on page 21).

Driven by the goal of achieving very good rankings in important
sustainability ratings, KfW has incorporated two additional
sustainability objectives into its system of strategic objectives
from 2021:

- SDG contribution of KfW’s financing activities
- 1.5°C compatibility of KfW’s financing activities

They will be operationalised through the corresponding building
blocks of the tranSForm implementation project (= page 23).
The current ‘System of Strategic Objectives 2027 applies from
financial year 2023.

www.kfw.de/sustainability
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Top sustainability rankings

ESG ratings are an effective and independent instrument for
assessing KfW’s own sustainability performance in compari-
son with our peers. Achieving a top listing in the global pro-
motional and development bank peer groups in three key sus-
tainability ratings worldwide has therefore been a core factor
in the promotional principle of sustainability since 2018. We
are aiming to achieve an average ranking that puts us among
the top 5 in the rating agencies’ peer groups, a goal that has
always been met thus far. Due to the discontinuation of one
rating provider and the associated restructuring measures,
KfW fell short of the target it had set itself in 2021, with a
6th-place ranking. However, it improved again in 2022 and
was ranked in sth place.

* Copyright ©2022 Sustainalytics. All rights reserved. This section contains
information developed by Sustainalytics (www.sustainalytics.com). Such
information and data are proprietary of Sustainalytics and/or its third party
suppliers (Third Party Data) and are provided for informational purposes only. They
do not constitute an endorsement of any product or project, nor an investment
advice and are not warranted to be complete, timely, accurate or suitable for a
particular purpose. Their use is subject to conditions available at
https://www.sustainalytics.com/legal-disclaimers.

- ISS ESG corporate rating (as of 18 August 2022): absolute
rating: B- (on a scale from A+ to D-). Prime status was
awarded based on KfW’s performance above the sector-
specific prime threshold.

— Sustainalytics ESG risk rating (as of 17 November 2022): score
achieved: 5.4 out of 100 possible points (o = best possible
score), assigned to the lowest risk category: “negligible risk™*

- MSCI ESG rating (23 December 2022): AAA (on a scale from
AAA to CCC)**

** Disclaimer Statement MSCI: The use by KfW of any MSCI ESG Research LLC

or its affiliates (“MSCI”) data, and the use of MSCI logos, trademarks, service
marks or index names herein, do not constitute a sponsorship, endorsement,
recommendation, or promotion of KfW by MSCI. MSCI services and data are the
property of MSCI or its information providers, and are provided ‘as-is’ and without
warranty. MSCI names and logos are trademarks or service marks of MSCI.

www.kfw.de/sustainability
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Strategic objectives for 2027

Sustainable promotion

Purpose

Transformation of the economy and society with the aim of improving economic, environmental and social living conditions around the world

Vision
The digital transformation and promotional bank

Manage impact

Subsidiarity Promote transformation and boost resilience Sustainability

Promotional quality Climate change and the environment 1.5°C compatibility of KfW’s financing activities

Mobilisation of private capital Digitalisation and innovation SDG contribution of KfW’s financing activities

Top sustainability rankings

Financing German SMEs (target: > 40%)

A strong KfW

Digitalisation and agility Operating model and governance Employee potential and customer centricity

Data-driven promotional activity Consolidated profit Employer attractiveness
Customer and partner interface Limit to increases in administrative costs Customer satisfaction
Internal processes (time to market and efficiency) Total capital ratio > regulatory requirements + buffer Brand awareness and brand profiling
Agility Economic coverage ratio Diversity

Risk-oriented management of capital add-ons and regulatory findings

Efficiently increase process quality

www.kfw.de/sustainability 21
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Operationalisation

KfW Group structures its promotional business in line with the
socially and economically important megatrends of climate
change and the environment, globalisation, social change and
digitalisation and innovation (= chapter on banking business,
page 73).

In order to ensure that KfW Group’s products and services
comply with high environmental and social standards, any
projects that it (co-)finances — particularly in developing
countries and emerging economies - undergo a comprehensive
Environmental and Social Impact Assessment (ESIA) (= chapter
on banking business, page 90). The group engages in regular
dialogue with stakeholders about the decision-making and
assessment processes underlying ESIAs.

It gives equal importance to full compliance with legal
obligations and the group’s internal requirements for the
prevention of fraud, corruption and money-laundering
(= chapter on corporate governance, page 47).

KfW Group’s employee policies are primarily focused on factors
that include gender equality and balancing work and family
life (— chapter on employees, page 120). As a sustainable bank,

we also attach particular importance to the green bond pur-
chase programme commissioned by the Federal Ministry for the
Environment, Nature Conservation, Nuclear Safety and Consum-
er Protection (BMUV), the issuance of KfW Green Bonds, and the
application of sustainability criteria in the management of our
liquidity portfolio (= chapter on banking business, page 86).

All major topics are listed and explained in the "Materiality
analysis" section of this chapter (= page 28).

Sustainability-oriented strategic bank management

The key role which sustainable goals and purposes play in KfW’s
financing business is evident in its promotional contributions,
its strategic positioning through the tranSForm project, and the
incorporation of national and international standards:

- The SDG mapping reveals that KfW’s promotion makes a wide
range of contributions to the Sustainable Development Goals
of the United Nations (UN): in 2022, KfW Group again covered
all 17 SDGs.

— The 100% mapping rate means that all new KfW financing
aims to contribute to at least one SDG (= chapter on banking

business, page 66).

- With the implementation of the KfW Roadmap Sustainable
Finance, a process launched in 2021 as part of the tranSForm
project, KfW is modernising its impact and risk management,
among other things, aligning its business management even
more closely with sustainability objectives.

- KfW affirms its alignment with national and international
standards by reporting, for example, in accordance with the
recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD, - page 53) as well as through
its commitment to the Principles for Responsible Investment
(= UN PRI).

www.kfw.de/sustainability
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KfW tranSForm

KfW Group’s strategic efforts in sustainable finance are bundled
in the tranSForm project. With this project, KfW aims, among
other things, to ensure that its own contribution to the Sustaina-
ble Development Goals (SDGs) and the Paris climate targets is
strengthened demonstrably and substantially. The strategic
programme underscores KfW’s role as a transformative promo-
tional bank for a greenhouse gas-neutral future in line with

the Federal Government’s mandate and its - Climate Action
Programme 2030 (German only) and the - German Sustain-
able Finance Strategy. KfW is working effectively towards a
carbon-neutral future while also fully performing its broad
statutory promotional mandate beyond climate action.

Within the context of tranSForm, six sub-projects will be
implemented in parallel with the inclusion of different central
units and all market areas: modernised sustainability governance
(completed in 2022), expansion of the impact management

The six sub-projects of tranSForm

system, ensuring the 1.5°C compatibility of KfW’s financing
activities, even stricter inclusion of ESG risk factors in KfW'’s
risk management and the further development of sustainability-
related financial reporting. The sixth sub-project is devoted to
the implementation of new IT and data solutions for the various
sub-projects.

In 2022, we were able to make considerable progress on our
ambitious targets: KfW’s sector guidelines, which had been
published in the previous year, were revised in line with the 1.5°C
target. In addition, the group-wide impact management system
went live in the spring of 2022, meaning that, for the very first
time, data on key impact indicators automatically flows into a
group-wide internal impact balance sheet.

1. Governance

2.Impact 3.Paris
management compatibility

6.Data and IT support

5. Financial
sustainability
reporting

4.ESG risk
management

www.kfw.de/sustainability
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Governance

Sub-project 1 ‘Governance’ has brought the sustainability-related
organisational and committee structure into line with modern
demands and new tasks resulting from other sub-projects. This
involves, for instance, creating a permanent Management Panel
Sustainable Finance at director level. The responsibility and
role assignment of the internal Network Sustainable Finance,
the successor to the former Group Environment and Climate
Steering Committee (KUK), were also more clearly defined. Four
meetings and two informal network dialogue events were held
in 2022. Sub-project 1 was completed in 2022.

Impact management

Sub-project 2 ‘Impact management’ ensures the operational-
isation of the new monitoring parameter ‘SDG contribution of
KfW’s financing activities” in KfW’s strategic objectives. KfW’s
sustainability mission statement has defined the UN Sustain-
able Development Goals and the Paris Climate Agreement as
a strategic frame of reference. We see it as our task for the
coming decade to measure, monitor and make our relevant
contributions more effective. Among other things, this involves
establishing a harmonised understanding of impact throughout
the group, including the definition of around 5o impact indica-
tors to improve the measurement and reporting of the impact
on sustainability that projects financed or co-financed by KfW
have. In 2022, the impact indicators were validated, group-
wide guiding principles were established and prototypes were
developed for impact reporting. The application system for
collecting and analysing impact data was also connected to
all business sectors. There are also plans to strengthen the data
pool available and to develop impact-based management
options to make promotional and financing activities even
more effective.

Paris compatibility

Sub-project 3 ‘Paris compatibility’ underpins the monitoring
parameter ‘Paris compatibility of KfW’s financing activities’.

It comprises technology-based sector guidelines for six parti-
cularly greenhouse gas-intensive sectors such as electricity
generation and buildings as a key steering instrument. The first
six = sector guidelines were implemented and published in
2021. They contain sector-specific roadmaps to reduce carbon
emissions. As a transformative promotional bank, KfW expects
gradually increasing climate compatibility requirements for
the technologies it finances with a view to strict compliance
with the targets of the Paris Climate Agreement, while offering
customers the best possible support in the transformation
process. In 2021, the year they were introduced, the sector

guidelines were initially drawn up on the basis of the interna-
tionally recognised “Sustainable Development Scenario” of the
International Energy Agency (IEA), which corresponds to limiting
the rise in temperatures to 1.65°C. In the interests of climate
protection, KfW pressed ahead with the further development of
its sector guidelines in 2022, revising them with regard to the
1.5°C target and implementing them at the beginning of 2023.

Under sub-project 3, a greenhouse gas accounting system is
also being established in order to regularly capture the carbon
footprint of KfW’s new commitments and portfolio. This is
important in order to be able to systematically demonstrate

to what extent the sector guidelines effectively steer KfW’s
financing activities towards the established goal in the long
term so that it can achieve a net zero emissions portfolio by
mid-century. Beyond the carbon footprint, this strand of work
includes developing uniform group-wide methods for measuring
greenhouse gas reductions and sequestration.

www.kfw.de/sustainability
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So far, KfW has developed the methodology for a group-wide
carbon footprint and greenhouse gas reductions for renewable
energy and energy-efficient projects. New financing activities
will be analysed on this basis in future.

ESG risk management

Sub-project 4 aims to strengthen ESG risk management
(outside-in perspective). ESG risks act as a driver for existing
risk types, especially credit risk. This is why it is crucial to give
ESG risks adequate consideration in all overall bank and risk
management processes. Extensive regulatory requirements
have since been imposed in this area and are constantly
evolving. In 2022, the requirements were identified and a plan
for their implementation was drawn up. The central instrument
for ESG risk management at KfW is the ESG risk profile, a
database containing all of the relevant ESG data. This was
designed in 2022 and will go live in expansion stage | at the
beginning of 2023. In 2022, the first set of ESG stress tests
were also carried out and the first reports prepared. We also
made a start on implementing the regulatory requirements

(= TCFD report, page 53).

Financial sustainability reporting

The scope of sub-project 5 was expanded to reflect mounting
regulatory requirements. Under the new working title “financial
sustainability reporting”, the sub-project has also, since 2022,
included some aspects of the EU Corporate Sustainability
Reporting Directive (CSRD), as well as requirements set out by
the European Banking Authority (EBA) on Pillar 3 disclosures on
environmental, social and governance risks, in addition to the
requirements from the EU Taxonomy Regulation. In sub-project
5, in addition to the ongoing evaluation of the dynamic regulato-
ry environment, the content-related, procedural and technical
requirements and gaps are being analysed, processed and

prepared for KfW to implement. In 2022, indicative data was
once again collected on taxonomy-eligible activities together
with the business sectors on the basis of the current legislation
and the data available. Reporting for the subsidiary KfW
IPEX-Bank GmbH has already been based on the (transitional)
requirements set out in section 8 of the EU Taxonomy Regula-
tion since 2021.

Data and IT support

Sub-project 6, ‘Data and IT support’, is crucial to operationalisa-
tion because the rather more technical sub-projects 2 to 5 can
also have far-reaching implications for KfW’s data systems. As a
result, the sub-project is tasked with determining which data is
required, identifying potential synergies for implementation and
ensuring consistency. As an interface to IT implementation, the
sub-project supported the implementation and technical go-live
of the IT “impact management” system in 2022. The ESG risk
profile went live in January 2023.

www.kfw.de/sustainability
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Stakeholder dialogue

KfW Group maintains ongoing dialogue with experts from its
stakeholder environment. KfW has a whole variety of different
stakeholders, and the formats and occasions for dialogue vary
accordingly. The term “stakeholder” encompasses different
interest groups. For KfFW with its public-sector client, close
involvement and systematic dialogue with stakeholders is a
critical factor for success. Stakeholders that are important for
KfW include representatives of organisations or the general
public who are influenced by the activities of KfW Group or who
themselves can influence the group’s activities.

This group includes:

- Shareholders, public-sector clients and strategic partners in
politics and business

- Final customers and borrowers from the promotional
programmes and customers in international business

- Financing and business partners in domestic and international
transactions

- Representatives from the media, the research community,
supra-national interest groups and non-governmental
organisations

- Analysts, representatives from rating agencies and initiatives,
investors and issuers

- Suppliers

- Local residents at KfW locations

- (Potential) employees

- The general public

KfW regards stakeholder dialogue as a constructive, open
exchange on an equal footing. In this dialogue KfW benefits
from the knowledge and experience of its stakeholders, shares
information about its activities and welcomes critical questions.
Sustainability is often the focus of dialogue in this context.

In addition to activities in the business sectors, the Corporate
Strategy and Sustainability department has institutionalised
interaction and dialogue with stakeholders on sustainability
through various formats:

- KfW organises an annual stakeholder round table on sustaina-
bility. It selects a focal topic to hear stakeholders’ views on
current sustainability challenges and compare them with KfW'’s
strategic considerations. The aim is also to formulate
expectations and KfW'’s level of ambition. The results of this
dialogue session are presented to the Chief Sustainability
Officer or the Chief Executive Officer and taken into account
in KfW’s strategic development. The composition of the
Stakeholder Round Table is defined every year based on the
topic to be covered and how relevant stakeholder groups are
with regard to the topic. In February 2023, a face-to-face
round-table event was held at KfW’s Berlin office for the first
time since the outbreak of the coronavirus pandemic. The
event was devoted to the topic of - “Sustainable transforma-

tion in municipalities”.

The KfW stakeholder panel is a key source of input and a
discussion platform for KfW and its stakeholders. Since 2018,
stakeholders have been regularly involved in the identification
and assessment of relevant sustainability issues via the panel.
The process is usually based on interviews or online surveys.
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- KfW actively participates in sustainability conferences and
network meetings. For example, representatives of the
Corporate Strategy department attended the UN Climate
Change Conference COP 27 in Egypt and the UN Biodiversity
Conference COP 15 in Canada in 2022. National events,
such as the annual conference of the Green and Sustainable
Finance Cluster Germany, were also used for dialogue between
KfW and its stakeholders during the year. Another example
from the reporting year is the Development Finance Forum of
KfW Development Bank, which was organised as a two-day
conference entitled “Two Crises, One Solution — how develop-
ment Finance can Tackle Climate Change and Biodiversity
Loss” in Frankfurt in October 2022. KfW Executive Board
member Christiane Laibach opened the event.

— In the ‘Ausgesprochen nachhaltig’ (‘Distinctly sustainable’)
podcast, we provide a discussion platform for current issues
and innovative approaches to solving environmental and social
challenges. In 2022, the podcast covered topics such as the
transport transition in Germany, the impact of sustainable
investments in the field of equity financing and the importance
of water as a basic resource for human life.

- KfW holds bilateral meetings on key changes and mile-
stones in its sustainability strategy, for example with other
national or international promotional or commercial banks,
as necessary.

Association forums and memberships

Forums for dialogue with stakeholders also include the various
associations and initiatives in which KfW representatives

are involved. For example, former and active members of the
Supervisory Board and the Board of Supervisory Directors,

as well as KfW employees, are involved in the Asia-Pacific
Committee of German Business (APA), the German Federal
Institute for Geosciences and Natural Resources (BGR), the
German Near and Middle East Association (NUMQOV) and the
German Asia-Pacific Business Association (OAV) as advisory
or active members.

KfW Group also supports a number of external initiatives whose
orientation, guiding principles and programming it upholds.
Further memberships of sustainability-related associations and
initiatives include the following organisations:

— Association of European Development Finance Institutions
(EDFI) (via DEG)

- Association of German Public Banks (VOB): extraordinary
member KfW, ordinary member KfW IPEX-Bank

- Climate Action in Financial Institutions

- Energy Efficiency Financial Institutions Group (EEFIG)

- Equator Principles Association (via KfW IPEX-Bank)

— Extractive Industries Transparency Initiative (EITI)

— Green and Sustainable Finance Cluster Germany (GSFCG)

- International Development Finance Club (IDFC)

- Resource Efficiency Network

- Principles for Responsible Investment (PRI)

- Transparency International Germany

— United Nations Environment Programme - Finance Initiative
(UNEP-FI)

- Association for Environmental Management and Sustainability
in Banks, Savings Banks and Insurance Companies (VfU)

- Green Climate Fund (accredited partner)

- Clean Oceans Initiative (co-founder/founding member)

KfW representatives sit on the supervisory boards of various
organisations including DEG and KfW IPEX-Bank, as well as
dena and BEA, two companies in which it holds shares.
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Materiality analysis

KfW reviews its materiality analysis every year to identify
relevant sustainability topics for reporting in accordance with
the current GRI Standards and section 289c (3) of the German
Commercial Code (Handelsgesetzbuch - HGB).

The 2022 update was based on the list of 19 management topics
covering the sustainability aspects of KfW Group’s activities,
which was developed further over a period spanning several
years. Once again, promotional business as KfW’s central task
was not separately assessed but considered as material.
Promotional business priorities are described in detail in the
chapter on = banking business.

The positive and negative impacts KfW has or may have on the
environment and society in a specific area are crucial to the
materiality of sustainability topics. Beyond the materiality analy-
sis, we address the impact of our promotional activities as part
of the group-wide impact management system established with
the tranSForm project (= page 23).

Impacts in sustainability management areas were the object of
the materiality analysis (impact perspective). The materiality
analysis also included assessing each topic in terms of its
relevance to business success on the basis of risks and opportu-
nities that arise for the group (business perspective).

The topics were assessed from an impact and business perspec-
tive by KfW’s sustainability experts as part of a management
workshop held in 2022. The participants were the sustainability
officers from all business sectors of KfW Group, as well as
representatives from Group Development, Risk Management and
Human Resources (HR). The assessment was able to draw on the
extensive results of previous materiality analyses, which also
involved surveying the stakeholder panel (in 2019 and 2021).

GRI 3-1

As a result of this assessment, 12 of the 19 management topics
were identified as material. Of paramount importance are
aspects relating to the sustainable structure of the financing
business, i.e. the careful examination and evaluation of financing
activities, as well as risk management and application of high
sustainability standards on the capital market, aspects that have
been key issues for years now. Mandated transactions have also
been added as a new material topic. The mandated transactions
to support energy suppliers in connection with the war in
Ukraine serve to stabilise and secure Germany’s energy supply
and are in the state interest of the Federal Republic of Germany.
These are unscheduled transactions that do not change KfW’s
strategic orientation, meaning that they are to be clearly
separated from its promotional activities.

Compared to the previous year, the topics of procurement and
complaint mechanisms also became more important alongside
the mandated transactions, with particular regard to their
business relevance. This is due, among other things, to the
increasing regulation of these issues at German and European
level.

As in the previous year, topics that have moderate or high
impact relevance and/or high business relevance were defined
as material. Both impact and business relevance are decisive
factors for materiality in accordance with section 289c (3) HGB,
while only impact relevance determines materiality in accord-
ance with the GRI Standards. The table of materiality topics

(- page 30) and the figure below show the results of the 2022
materiality analysis in detail.

In 2023, KfW Group will begin to further develop its approach to
materiality analysis, taking into account the requirements set
out in the new CSRD.
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Results of the materiality analysis

Mandated transactions

Mobilit
Y Appraisal of finance

L1707

o ’ Risk management
Training and education o , Evaluation and

~a ’ impact measurement

In-house environmental -u Promotional business _- Sustainable

protection (set as material) corporate governance

Occupational health and safety

Cybersecurity

*© Wy
Financial education ’o Q Transparency and

' ‘ \ stakeholder communication

Compliance and anti-corruption

Social commitment

Complaint mechanisms Procurement

Attractive working environment Diversity and equal opportunities

Il Business relevance
O Impact relevance
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Material topics in 2021

GRI 3-2

Topic Description Material under Material under the German
GRI Standards Commercial Code
Promotional business Financing business aimed at transforming the economy and society in order to Yes Yes
(set as material) improve economic, environmental and social living conditions in Germany, Europe (environmental concerns,
and around the world. Promotional business is aligned with the four megatrends respect for human rights,
‘climate change and the environment’, ‘globalisation’, ‘social change’ and ‘digital- social concerns)
isation and innovation’. KfW also addresses non-trend-based promotional issues
that play an important role for sustainable development.
Mandated transactions Unscheduled financing business set up under mandate from the Federal Govern- Yes Yes
ment. This requires a state interest of the Federal Republic of Germany. Mandated (environmental concerns,
transactions were increased considerably in 2022 to support energy suppliers as a respect for human rights,
result of the war in Ukraine. social concerns)
Appraisal of financing activities Consideration of environmental and social aspects along with key economic data  Yes Yes
in domestic financing activities and comprehensive risk assessment and appraisal (environmental concerns,
on the basis of international environmental and social standards in international, respect for human rights,
export and project business (ESIA). Application of a KfW-wide exclusion list and social concerns)
sector guidelines in line with the Paris Agreement.
Capital market Consideration of sustainability criteria in funding activities (e.g. using green Yes Yes
bonds) and liquidity management, including by integrating ESG or exclusion crite- (environmental concerns,
ria. respect for human rights,
social concerns)
Risk management Analysis and consideration of sustainability risks to KfW’s portfolio. These include, Yes Yes
in particular, risks from climate change and the transition to a climate-neutral (environmental concerns,
economy (outside-in perspective). respect for human rights,
social concerns)
Evaluation and impact measurement Regular evaluation of financing activities completed by KfW Development Bank Yes Yes

and DEG and parts of the domestic promotional business to verify achievement
of the promotional objectives and impacts on the climate, environment, society
and human rights. Group-wide impact measurement in relation to the Sustainable
Development Goals and to the Federal Government’s climate protection targets.

(environmental concerns,
respect for human rights,
social concerns)
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GRI 3-2

Topic Description Material under Material under the German
GRI Standards Commercial Code
Sustainable business management Management and steering of the company in accordance with the group-wide Yes Yes
sustainability mission statement and business sector-specific sustainability guide- (environmental concerns,
lines. Inclusion of sustainability and corresponding key performance indicators respect for human rights,
(KPls) in strategic corporate management and governance. social concerns)
Transparency and stakeholder communication  Transparency in relation to decision-making processes, (controversial) financing Yes Yes (social concerns)
activities and impacts, and regular dialogue with stakeholders; transparent prod-
uct information and customer advice.
Compliance and anti-corruption Full compliance with the relevant legal obligations as well as voluntary codes Yes Yes
and guidelines (including the group’s internal requirements); this comprises the (anti-corruption)
prevention of corruption, the payment of taxes and transparent disclosure of
breaches.
Procurement Ensuring responsible procurement and respect for human rights in the procure- Yes Yes
ment supply chain. Management of sustainable supplier relationships, taking into (environmental concerns,
account social and environmental guidelines. respect for human rights,
social concerns)
Diversity and equal Equal treatment of all employees; promotion of diversity in management posi- Yes Yes
opportunities tions, recruitment processes without discrimination, employment of anti-discrimi- (employee concerns)
nation officers.
Attractive working environment Creation of an attractive working environment at KfW through an appropriate Yes Yes
human resources structure, remuneration and co-determination. Ensuring a good (employee concerns)
balance between work and family life in order to increase employee satisfaction
and employee attractiveness. This includes expanding flexible working models for
all employees.
Complaint mechanisms Mechanisms that allow anonymous complaints by groups of persons involved in Yes Yes
promoted projects and KfW business activities. Systematic follow-up of com- (respect for
plaints and potential associated economic, social and environmental impacts. human rights)
Social commitment Assumption of social responsibility by encouraging engagement among employ- No No
ees and through KfW Stiftung.
Financial education Promotion of access to financial products and financial education, particularly for ~ No No

young people (encompassing communication on and promotion of sustainable
finance outside KfW).
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GRI 3-2

Topic Description Material under Material under the German
GRI Standards Commercial Code
In-house environmental protection Reducing the impacts of office operation on the environment and climate, includ-  No No
ing through sparing use of resources, use of recyclable materials and renewable
energy, and reduction and more careful disposal of waste.
Training and education Supporting employees’ personal and professional development. This includes, in No No
particular, advancing the development of skills in digital technology and sustain-
ability and enabling lifelong learning.
Cybersecurity Expanding IT security and the protection of customer and employee data. No No
Occupational health and safety Ensuring a healthy and safe working environment for all employees through No No
preventive healthcare and responsive health management; ensuring safety also
during foreign assignments.
Mobility Disclosure of KfW’s energy consumption and emissions from business trips. Use No No
of low-emission modes of transport (rail, electric company cars). Avoidance and
reduction of emissions by offsetting carbon emissions from air travel and involv-
ing employees and raising their awareness of mobility issues.
The non-financial report on the material topics in accordance A GRI index with all page references for reporting in accor-
with section 289c (3) HGB is part of this data report and is dance with GRI Standards can be found from - page 152.
sorted by topic in the chapters that relate to the relevant In addition, a table showing all content of relevance to the
material topics: ‘Sustainability strategy’ (for Transparency non-financial report is provided from — page 161.
and stakeholder communication), ‘Corporate governance’
(for Sustainable corporate management, Risk management, Assessment of non-financial risks is part of KfW’s risk manage-
Compliance and Anti-corruption), ‘Banking business’ (for ment. The ‘Corporate governance’ chapter contains information
Appraisal of Financing activities, Capital market, Evaluation of on sustainability risks (= page 51).

financing activities and Complaints mechanisms), ‘Banking
operations’ (for Procurement) and ‘Employees’ (for Attractive
working conditions and Diversity and equal opportunities).
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Sustainability programme

KfW Group has set goals with deadlines in the 2023 Sustain-
ability Programme in order to further improve its sustainability
performance. However, the scheduling of certain measures is
not pegged to the year under review, such as those that run
for two or more years or those that aim to achieve an ongoing

Area of action Objective

and thematic area

Banking business

improvement process. In the following, we present central issues

and measures from our programme, broken down into the five

areas of action from the sustainability mission statement.

The complete programme (German only) is available on the

- report microsite.

Target year

Implementation

Financing activities

Financing funds with minimum diversity criteria 2023

Planning between the Federal Government and KfW Capital for the structuring of an Emerging Manager
Facility (since the beginning of 2022)

- Financing of first-time funds and first-time teams not normally covered by KfW Capital’s mandate

- Financed funds must meet minimum diversity criteria

- Financing expected to start in the second half of 2023

Integration of the sustainability-linked loans product segment as a further component of sustainable

Financing activities Establishment of sustainability-linked loans 2023 financing products in the product portfolio of KFW IPEX-Bank.
Progress in 2022: Content initiative “Climate protection & sustainability” on the topic of the heating tran-
sition and a video and social media campaign entitled “Auch das ist Klimaschutz” (This is a form of climate
Helping decision-makers within companies to implement protection, too) for decision-makers within companies.
Financing activities sustainable investment projects relating to power, renewables  Continuous
and water Planned for 2023: Continuation of the “Auch das ist Klimaschutz” campaign, as well as further new content
relating to the commercial topics of environmental and climate protection, renewable energy and energy
efficiency.
Progress made in 2022:
- Continuous promotional funding for personalised education programmes
- Financing and operation of an extracurricular - TUMO learning centre for digital and creative technolo-
gies for young people aged 12-18
- Support for potential executing agencies in establishing and operating additional TUMO centres in Germany
Financing activities Alleviate the skilled-labour shortage in Germany: Continuous

Planned for 2023:

- Confirmation of three new TUMO centres in Mannheim, Essen and Frankfurt in 2023

- Expansion of the TUMO centres to include rural areas (Hirschaid and Liidenscheid); financed using the
Federal Government’s budget funds

- Provision of the TUMO online offering for Ukrainian children with the help of donations from KfW and the
European Investment Bank (EIB) totalling EUR 125,000
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Area of action
and thematic area

Financing activities

Objective

Achieve the internally defined environmental commitment
ratio of 38% of total promotional value

Target year

Continuous

Implementation

Ensured a consistently high promotional volume in the focus area of environmental protection and climate
action in 2022 through the group environmental share of financing of 36% and 59% respectively (excluding
commitments in the context of the coronavirus and Ukraine/energy crises).

Financing activities

Promote sustainable mobility to reduce transport-sector emis-
sions

Continuous

Progress in 2022: Introduction of the Sustainable Mobility Investment Loan based on the criteria of the EU
Taxonomy to support climate-protection measures in the area of infrastructure for climate-friendly trans-
port, climate-friendly vehicles and sustainable information/communication technologies for mobility

Financing activities

Increase energy efficiency in the building sector and reduce
carbon emissions

Continuous

Implement the promotional strategy of the Federal Ministry for Economic Affairs and Climate Action
(BMWK) and the Climate Action Programme 2030 (building sector) and support the Federal Government’s
climate targets enshrined in the Federal Climate Change Act, primarily through a fundamental restructuring
of promotion for residential and non-residential buildings.

Progress in 2022:
Further development of the Federal Funding for Efficient Buildings with regard to effectiveness (BEG)

Planned for 2023: Focus on carbon emissions over the life cycle and the quality seal for sustainable con-
struction in new construction funding with the new “Climate-friendly construction” promotional programme

Financing activities

Strengthen and expand sustainable financing in the maritime
industries

2023

Continuation of KfW IPEX-Bank’s involvement in initiatives to strengthen environmental aspects in the
maritime industries; progress in 2022: KfW IPEX-Bank signs up to the Poseidon Principles to ensure climate
protection targets in ship financing

Financing activities

Successfully promote start-ups through the
- Grinderplattform (Start-up platform)

2023

Progress made in 2022:

- First stage of developing an offering for straightforward, multilingual start-up implementation (“10 steps
to a start-up”)

- Offering for green business models

- Specific support for women founding companies

Planned for 2023:

- Further expansion and finalisation of the offering for straightforward start-ups, for those launched by
women and for green business models

- Identification of, and intensive support for, further target and topic groups as part of start-up support

- Launch of project for digital business registration

Financing activities

Develop an impact measurement approach in the KfW Capital
portfolio

2023

Development of a strategic framework and the necessary recording and reporting systems to measure the
positive impact achieved in KfW Capital’s portfolio.

Progress in 2022: Development of the strategic framework and first stage of data connection

Planned for 2023: Connection of two further stages
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Area of action Objective
and thematic area

Target volume of the green bond portfolio on behalf of the
Federal Ministry for the Environment, Nature Conservation,

Target year

Implementation

Capital ket Conti Ongoing i tment i bonds; stat f the end of 2022: EUR 2.3 billi
apital marke Nuclear Safety and Consumer Protection (BMUV): EUR 2-2.5 ontinuous ngoing investment in green bonds; status as of the end o illion
billion
Risk management Strengthen ESG risk management 2023 Introduction of the first expansion stage of an “ESG risk profile” in 2023 in order to be able to assess busi-

Employer

ness partners’ ESG risks in a standardised manner

Progress made in 2022:

- Continuation of the Chamber of Commerce and Industry (IHK) training as IT specialist with a focus on
system integration

- Opportunity to train as IT specialist with a focus on application development and data and process
analysis

- New sandwich bachelor of science degree in software technology (at Technische Hochschule Mittelhessen

Employer attractiveness Promote junior talent Continuous Bad Vilbel)
Planned for 2023:
- New collaboration with Hochschule RheinMain in Wiesbaden'’s offering of a sandwich Bachelor of Science
degree in business information systems
- Expansion of the number of junior staff from 2023 onwards on the basis of junior staff planning in cooper-
ation with the departments
Progress made in 2022:
- Ongoing consideration of the measures developed based on the risk assessment on psychological stress
- A COVID-19 booster vaccination campaign was carried out at KfW’s own vaccination centre to help fight
) Promote and protect the physical, mental and social health ) the pandemic and protect employees.
Employer attractiveness Continuous
of employees
Planned for 2023:
- Offering of health-promoting measures such as health day, information events on mental health, for exam-
ple, advertising KfW seminars on work and time management
Employer attractiveness Establish agile working methods Continuous Progress in 2022: Implementation of a company-wide set of (agile) collaboration principles
Expansion of the women’s network “Female Leaders of IPEX” (FeLl), which was established in-house in 2022,
" Increase the proportion of women in management and senior ) through presentations to female managing directors and the Executive Board, white-bag lunches with the
Equal opportunities Continuous

specialist positions

Executive Board and the collection and development of proposals and ideas to promote career advancement
for women
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Area of action Objective Target year
and thematic area
Equal opportunities Greater inclusion at KfW and ensuring a voluntary 6% quota 2023

of employees with disabilities (statutory requirement: 5%)

Implementation

Progress made in 2022:

- Achieved a 6.1% quota of employees with disabilities within KfW

- Organised an inclusion event with Germany’s National Paralympic Committee.
Target group: KfW including subsidiaries and interested parties from outside of KfW

- Optimised the onboarding process/made aids available

- Held virtual awareness workshops

- Regular meetings of the KfW Accessibility Governance working group

- Collaboration with networks, such as sports clubs and associations: recruitment events, marketing
campaigns and active outreach within networks

- Publication of KfW job advertisements on target group-specific job platforms, talent programme for
students in Berlin and Frankfurt with myAbility

Planned for 2023: Continuation of measures

Work-life balance Provide easier options for mobile working when needed 2022

Progress made in 2022:

- Extended the staff agreement on working hours until the end of 2023. Objective: to move away from a
culture based on hours spent at the office to a results-based work culture by promoting employees’ per-
sonal responsibility and allowing more flexible working hours

- Agreement on a supplementary pilot project relating to the staff agreement on mobile working, based on
which mobile working is not, as a rule, to exceed 60% of an employee’s total working hours until the end
of 2023 (instead of 40% as before)

- Support measures: hardware equipment, online training, psychological counselling and sporting activities

Bank operation

Corporate governance Efficient identification of compliance risks for the active

Progress in 2022: Successful further development of the IT-based recording and processing tool for the

2023
and compliance control of non-financial risks (NFR) compliance risk assessment for Financial Cooperation (FC) projects
Frankfurt location:
Planting a landscaped roof spanning approximately 61% (10,204 m?) of the roof at the Frankfurt location.
An area in Frankfurt covering approx. 500 m? was also transformed into a wildflower meadow.
Berlin location:
In-house environmental Promotion of biodiversity and diversity of species at KfW 2023-2024 Conducting a feasibility study to examine whether photovoltaic systems and landscaped roofs can be

protection Group locations

combined. The expansion potential for photovoltaic systems is around 25 kWp and the combined roof area
suitable for landscaping spans around 250 m?. This will be implemented as part of the photovoltaic expan-
sion measures and is planned for the years 2024-2025.

Planned for 2023: Survey of the roof areas at the Bonn location. The aim is to implement a landscaped roof
in combination with photovoltaic systems.
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Area of action
and thematic area

In-house environmental

Objective

Target year

Implementation

Progress in 2022: The expansion of the charging infrastructure for electric cars was largely completed at

rotection Expansion of charging infrastructure at the locations 2022 all locations in 2022. As a result, the Frankfurt location has 117 charging stations, while the Berlin location
P has 19 and the Bonn location 14.
Progress in 2022: Upgrading the outdoor sprinkler systems at the main building. This allows KfW to save
approximately 15% of the 3-year average water consumption.
In-house environmental
rotection Optimisation of water consumption at the Frankfurt location 2022 Planned for 2023-2024:
P - Issuing a planning order to reduce water consumption by replacing open cooling towers with closed ones

- Planning tender for the installation of a rainwater harvesting system at the Frankfurt location (Sencken-
berg system). Scheduled for implementation by the end of 2023

Reducing carbon emissions by substituting fossil energy sources with renewable ones

Planned for 2023-2025 in Frankfurt:

- Planning and expansion of photovoltaic systems to cover at least 30% of the total potential identified

- Optimisation of the existing heat pumps

Planned for 2023-2025 in Berlin:

- Installation of heat pumps to optimise the energy supply

In-house environmental - Installation of photovoltaic systems on new buildings (potential 150 kW,
X “Sustainable Office Operations 2030” concept 2030 . P o y o g (p_ P .
protection - Demand-driven optimisation of building technology: adjustment of system temperatures (heating and
cooling systems) geared to user behaviour

Planned for 2023-2025 in Bonn:

- Launch of the ‘Heating and cooling system conversion’ project: The conversion work will involve connect-
ing the buildings to each other in terms of both heating and cooling, and replacing old systems with more
efficient ones. The basic supply will be covered by geothermal heat pumps in the form of a well system in
combination with turbo chillers.

- Tender for the installation of photovoltaic systems (total 450 kWp)

Procurement Greater consideration of sustainability criteria in KfW’s 5093 Mandatory definition of sustainability criteria for all EU-wide contract award procedures as of 1 January
procurement activities 2023
Implementation of the requirements set out in the German
Introduction of a tool-based solution for preparing a supplier risk analysis in accordance with the LkSG
Procurement Supply Chain Due Diligence Act (LkSG) within the context of 2021 preparing PP v

KfW’s ambition level

requirements

Sustainability management

Sustainability
organisation

Development of a strategy for sustainable banking operations

2023

Agile project involving the Group Development, Central Services, Human Resources, Procurement and IT
organisational entities
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Area of action Objective
and thematic area

Target year

Implementation

Progress made in 2022:

- Development of a technical and methodological concept

- Validation of around 50 impact indicators

- Establishment and operationalisation of group-wide guiding principles

Sustainabilit: Implement the group-wide impact management system
5 I ,I Y P g UP wide imp & v 2023 - Development of prototypes for impact reporting
organisation (tranSForm sub-project 2)
Planned for 2023:
- Further increase in data availability and quality, also by connecting external data sources
- Development of impact-based management options
Sustainability Operationalisation of a group-wide greenhouse gas 2023 Establishment of a group-wide greenhouse gas (GHG) accounting system to create transparency regarding
organisation accounting system (part of tranSForm sub-project 3) the GHG footprint of KfW’s financing and to monitor KfW’s contributions to GHG neutrality
Progress made in 2022:
Sustainability Raising employees’ awareness of ESG risks (tranSForm Continuous - Organised presentations on ESG risks for employees, in committees and for managers, including the
organisation sub-project 4) Executive Board
- Training on ESG risk profiling for banks
Incorporated rating results into strategic corporate developments and ongoing dialogue with the depart-
ments involved
Rating results in 2022:
Sustainability ratings High rankings (among the top 5) in major sustainabilit:
. y g g gs ( .g P 5) ) y Continuous - ISS ESG corporate rating (18 August 2022): absolute rating: B- (on a scale from A+ to D-).
and rankings ratings compared with the peer group

Prime status was awarded based on KfW’s performance above the sector-specific prime threshold.
- Sustainalytics ESG risk rating (17 November 2022): score achieved: 5.4 out of 100 possible points (0 =
best possible score), assigned to the lowest risk category: “negligible risk” Copyright ©2022 Sustainalytics
- MSCI ESG Rating (23 December 2022): AAA (on a scale of AAA to CCC) Disclaimer Statement MSCI

Sustainability communication

Sustainability Topic of sustainability to be more firmly incorporated into Conti Progress in 2022: Fourth annual presentation of KfFW Group’s contributions to the Sustainable Development
ontinuous

reporting external communications Goals in SDG Mapping on the website
Progress made in 2022:
- Media and public relations work on sustainability topics, platform use for active communication of sus-

. . . . . tainable finance aspects and sustainability topics with regard to products and processes
Continue developing and strengthening sustainability . ) ) . e ) , . .
Stakeholder management Continuous - Continuation of the ‘Ausgesprochen nachhaltig’ (‘Distinctly sustainable’) podcast with five new episodes on

communication focused on targets and target groups

sustainability topics in 2022

Planned for 2023: Conducting a stakeholder round table in early 2023.
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»») Corporate governance

How we mainstream sustainability
in our organisational structures

Review

For KfW Group, it is imperative to critically question and continue developing not
just its strategic but also its structural approach. As a result, sustainability govern-
ance has been expanded in recent years. With the group-wide Sustainable Finance
Management Panel and two specialised teams in Group Development, KfW is well
positioned to pursue an agile approach to managing sustainability issues.

&«
igl Highlights

Revision of the sustainability guidelines for KfW’s domestic
promotional business

Around 300 participants in face-to-face training sessions on
fraud and corruption prevention in 2022

Publication of the revised ‘Declaration of KfW Group on Respect
for Human Rights in its Business Operations’

Outlook

The integration of ESG risks into KfW’s risk management system will continue
over the next few years. Emphasis is also being placed on the requirements of the
German Supply Chain Due Diligence Act (LkSG), within the context of which we are

further developing our management of human rights due diligence.

cr Goals

Go-live of the first expansion stage of an “ESG risk profile” in
2023 in order to be able to assess business partners’ ESG risks
in a standardised manner

Further development of ESG risk stress testing and other risk
instruments
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Corporate governance

KfW Group’s Executive Board, which is chaired by Stefan Wintels,
is responsible for managing business in accordance with the Law
Concerning Kreditanstalt fiir Wiederaufbau (KfW Law), the KfW
Bylaws and the procedural rules.

A schedule of responsibilities stipulates their respective duties.
Significant changes require the approval of the Presidial and
Nomination Committee of KfW’s Board of Supervisory Directors.
As a public-law institution, KfW adheres to the principles of

the Public Corporate Governance Code of the German Federal
Government (PCGC). KfW explains how it fulfils the principles of
this Code in an annual Declaration of Compliance in its Annual
Report. For majority shareholdings, KfW always assesses
whether shareholder resolutions are consistent with the bank’s
sustainability principles. KfW regularly offers training to its
Executive Board members. This is also done on the basis of an
existing policy of informing the Executive Board about relevant
legal (regulatory) requirements and obligations.

Compensation

In accordance with the compensation system of KfW Group, the
Executive Board members - two of whom (40%) were women in
the reporting year after Dr Ingrid Hengster left — are appropri-
ately compensated in accordance with their duties and responsi-
bilities. None of the Executive Board members received variable
components in their compensation in 2022. There are no
separate incentives provided with regard to sustainability in this
respect, as the financing and promotion of sustainable develop-
ment form part of the Federal Government’s mandate, making
them an integral component of KfW Group’s business model and
strategy. The members of the Board of Supervisory Directors are
paid compensation in an amount determined by the authority
exercising legal supervision in accordance with article 7 (10) of
the KfW Bylaws.

Further details regarding the remuneration paid to the members
of the Executive Board and the Board of Supervisory Directors
can be found in the = Financial Report 2022 (Information on
employee remuneration = chapter on employees, page 118).

The Remuneration Committee of KfW’s Board of Supervisory
Directors deals with remuneration matters, also in the interest
of the shareholders as important stakeholders. In particular, it
looks at the appropriateness of the structure of the remunera-
tion systems for the KfW Executive Board and employees and
advises the Presidial and Nomination Committee of KfW’s Board
of Supervisory Directors on remuneration of the Executive Board
members.

Supervisory bodies
Several institutions are involved in supervising KfW Group.

KfW’s supreme governing body is the Board of Supervisory
Directors. In accordance with the KfW Law, it is composed of

37 members, of which seven were women in the year under
review. The KfW Law influences the composition of the Board of
Supervisory Directors and ensures that the sections of society
that are relevant to KfW are represented on the Board of
Supervisory Directors. It is chaired in alternating years by the
Federal Minister of Finance and the Federal Minister for
Economic Affairs and Climate Action. The Board of Supervisory
Directors meets at least three times a year. The Executive Board
informs the Board of Supervisory Directors about all relevant
aspects of planning, business development, risk position and
management, and the financial situation. Once a year it also
provides separate information on sustainability topics. With the
exception of the Federal Ministers, the members of the Board of
Supervisory Directors are appointed for three years and roughly
one third of the members are replaced every year.

o9

ML

The KfW Law ensures that
sections of society are
represented on the Board
of Supervisory Directors
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The current composition of the Board of Supervisory Directors
can be viewed on = KfW's website. To avoid conflicts of interest,
they may not have any business or personal relationships with
KfW or its Executive Board.

The Board of Supervisory Directors maintains four committees
which make their work more efficient: the Presidial and Nomina-
tion Committee, the Remuneration Committee, the Risk and
Credit Committee, and the Audit Committee (for the individual
duties see - Financial Report 2022, page 12). The Presidial and

Nomination Committee evaluates the efficiency and suitability
of the Board of Supervisory Directors and the Executive Board
on an annual basis (pursuant to section 25d (11) of the German
Banking Act (Kreditwesengesetz — KWG)). To expand their
knowledge with regard to their role or regulatory matters, KfW
offers the members of the Board of Supervisory Directors
regular training courses by external experts. It also provides a
budget for their participation in external training events.

The Federal Audit Office (Bundesrechnungshof), Deutsche
Bundesbank and the Federal Financial Supervisory Authority
(BaFin) exercise important oversight functions over KfW Group.
The subsidiaries may be subject to additional oversight. KfW is
also subject in part to the regulatory standards of the German
Banking Act (KWG).

The SME Advisory Council (Mittelstandsrat) specifies KfW’s
official mandate for the support of small and medium-sized
enterprises. The Executive Board informs the Council at least
once a year about programmes that are underway or planned for
the medium term, and submits alternative proposals on request.
The SME Advisory Council is composed of nine representatives
or appointed members of the German Federal Government and
two representatives appointed by the Bundesrat; it is chaired by
the Federal Minister for Economic Affairs and Climate Action.

Sustainability organisation

As an organisation especially committed to sustainable develop-
ment in Germany and worldwide, KfW sees sustainability as

a particularly important factor in the orientation of its core
business and the management of the company. The extensive
KfW Group - sustainability mission statement, which was

approved by the Executive Board in early 2019, forms the heart
of this approach. It is a programme-based mission statement
that sets out a sustainability management structure throughout
the five areas of action: banking business, banking operations,
employer, sustainability management and sustainability
communication (= chapter on sustainability strategy, page 18).
It is based on foundations such as the requirement to focus 38%

of the total annual new commitment volume on the key area of
climate action and environmental protection, a requirement that
has been in place since 2012 and was increased in 2019. This
target quota is also part of KfW Group’s strategic objectives,
which define the targeted medium-term positioning of the bank
and guide the strategic direction of all business sectors. Further-
more, the ‘Employer’ action area of KfW’s sustainability mission
statement also addresses the target quotas for increasing the
share of women in management roles at KfW.

The sustainability guidelines of the business sectors, business
areas and subsidiaries follow KfW Group’s sustainability mission
statement and specify its directives for the specific business
sectors. This applies equally to the sustainability guidelines of
KfW Development Bank, KfW IPEX-Bank and KfW Capital, and
to the environmental and social guidelines of DEG, as well as to
the joint sustainability guidelines for domestic promotion.

The sustainability guidelines for KfW’s domestic promotional
business were revised to bring them into line with the group’s
objectives and published on 1 March 2023.
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Theme-based sustainability guidelines are also in place across
the group, such as group-wide guidelines for in-house environ-
mental protection and responsible procurement; these guidelines
set out the standards, responsibilities and processes for the
topic in question.

Responsibilities and organisation

Overall responsibility for KfW Group's sustainability strategy and
communication lies with the Chief Executive Officer, who also
exercises the function of Chief Sustainability Officer. Together
with the Executive Board members responsible for the individual
business sectors and the management boards of DEG, KfW
IPEX-Bank and KfW Capital, he thereby also ensures operational
implementation of sustainability-related issues with regard

to sustainable financing transactions and sustainable banking
operations.

The “Sustainability Strategy” team is headed by the Group
Sustainability Officer and forms part of Group Development
within “Corporate Strategy and Sustainability”. The “Sustain-
able Finance Management” team (formerly “Bank Management
Sustainable Finance”) is also part of this department, with
responsibilities including managing the tranSForm project,
meaning that its remit includes the central management of
the topics of “SDG contribution of KfW’s financing activities”
and “Paris compatibility of KfW’s financing activities” topics

(= chapter on sustainability strategy, from page 23).

The two teams work together to coordinate the work of the
internal Network Sustainable Finance. This network serves to
ensure the exchange of information, as well as the coordination
and advancement of sustainable finance topics at the working
level in all three areas of sustainability (environmental, economic
and social).

2021 also saw the creation of a permanent “Management Panel
Sustainable Finance” at director level, which receives adminis-
trative support from the “Sustainability Strategy” and “Sustaina-
ble Finance Management” teams.

Group Development works together with the decentralised
sustainability officers from the market areas and central units
to develop proposals for decisions by the Executive Board —
coordinated via the Network Sustainable Finance in cases
involving measures relating to the banking business. In addition,
the formulation and implementation of KfW’s Sustainability
Programme (= chapter on sustainability strategy, from page 33)

generates new policies and measures for specific themes from
the areas of banking business and banking operations. Depend-
ing on their area of activity, they are approved in part by the
persons responsible for the respective market areas or central
units and in part by the Executive Board. The Sustainability
Report is edited by Sustainability Strategy, signed off by KfW’s
Executive Board and presented to the Board of Supervisory
Directors for information.

Overall responsibility
for sustainability lies with the
Chief Executive Officer
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Organisational chart for sustainability management at KfW Group

Chief Sustainability Officer

Management Panel Sustainable Finance

Network Sustainable Finance

Group Development/Strategy/Sustainability

Sustainability Strategy and
Group Sustainability Officer

Expanding sustainability governance

In October 2020, a Sustainability Committee, which meets

at regular intervals, was established at KfW IPEX-Bank. The
members of the Committee include the Management Board of
KfW IPEX-Bank and representatives of the market and risk areas
and Corporate Strategy. In addition to sustainability-related
projects within KfW IPEX-Bank and group-wide initiatives, the
committee addresses future demands from regulators and
society in the fields of environmental, economic and social
sustainability.

Sustainable Finance Management

KfW Capital developed and implemented its own sustainability
strategy for the first time in 2021 in order to establish ESG
criteria in the venture capital ecosystem as well. This is based
on sustainability guidelines and sustainability management. The
guidelines describe and assign processes and responsibilities.
The sustainability management team is responsible for imple-
mentation and further development and is also a firmly estab-
lished part of the investment process. It also has a permanent
seat on the Investment Committee. in 2022, further staff mem-
bers were recruited to the team, and the reporting strategy
concept was finalised and revised for the first time as part of
the investment tools review.

Administration
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Human rights due diligence management

KfW Group is aware of its role model function as a state-owned
financial institution and has been reporting on its human rights
due diligence in this context since 2019. The information below
- including the passages in this report to which reference is
made - reflects the current state of implementation of the
German Supply Chain Due Diligence Act at KfW.

Human rights declaration by KfW and its subsidiaries
Protecting human rights forms a central part of the internation-
al community’s efforts to strengthen sustainable development.
KfW therefore published a KfW Bankengruppe therefore
published a declaration on the consideration of human rights in
its business activities in 2008, in which it explicitly commits to
respecting human rights and complying with the core labour
standards of the International Labour Organization (ILO) and
against forced labour, child labour and discrimination. A new
"Policy Statement of KfW and its Subsidiaries on Human Rights
and on its Human Rights Strategy" is currently under review and
will be updated in April 2023.

Respect for human rights is also a = guiding principle of

German development cooperation. KfW Development Bank

therefore operates in accordance with the - Guidelines on
Incorporating Human Rights Standards and Principles set out by

the Federal Ministry for Economic Cooperation and Development

Assessment of human rights due diligence

To allow KfW Group to identify any negative effects or impend-
ing risks related to human rights in its financing activities at

an early stage and to apply countermeasures, an assessment of
human rights due diligence is an integral part of Environmental
and Social Impact Assessments (ESIA) for financing activities.
The standards and processes applied in each business area’s
ESIA are explained in detail in the = chapter on banking

business, from page 9o.

It goes without saying that KfW Group also ensures the protec-
tion of human rights in relation to its staff and goes beyond
merely complying with the ILO’s core labour standards, as
described above, but is also committed to fair pay, diversity
and inclusion, among other aspects. Detailed information on
this subject is provided in the = chapter on employees, from

page 120.

KfW Group also ensures its compliance with social standards
and the protection of human rights in its own banking opera-
tions, including by defining environmental and social criteria

- also those relating to human rights - for its procurement
processes (governed specifically in the — Sustainability require-
ments for procurement at KfW). Human rights are also regularly

included in our ongoing surveys of service providers and sup-
pliers as part of procurement management (- chapter on
banking operations, from page 113).

(BMZ) that were adopted by the Federal Government in 2013. As
described in the sustainability guidelines of KfW Development
Bank, the principles set out in the guidelines apply to all FC
financing activities. KfW IPEX-Bank, too, assesses the human
rights impact of its financing activities in accordance with
relevant international standards, in particular the UN Guiding
Principles, which are part of the Equator Principles (EP4) and

thus part of the sustainability guidelines of KfW IPEX-Bank.

KfW has been reporting on

its human rights due diligence

since 2019
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Complaint mechanisms

KfW’s goal is to prevent human rights breaches as far as
possible using established processes and preventive measures.
Bank-wide complaint mechanisms are in place in order to give
all persons the opportunity to submit a complaint if they are
negatively affected by projects supported by KfW Group -
despite comprehensive ESIAs and defined preventive measures.
These mechanisms are tailored to the relevant business sectors
and the formats of the complaints received. A detailed descrip-
tion can be found in the = chapter on banking business, from

page 95. In order to boost transparency with regard to com-
plaints — also relating to human rights — KfW Development Bank
publishes a = Complaints Report every year.

If human rights are breached after a supported project has
commenced, countermeasures are initiated without delay.
These vary depending on the form and scope of the complaint.

Compliance

KfW Group defines clear expectations for the actions of its
employees as well as its business contacts and suppliers.
Integrity is the basis for the trust that business contacts,
customers, shareholders and the public have in KfW Group.

It presupposes compliance with all relevant statutory and
regulatory provisions and with all internal requirements. This
explicitly includes compliance with statutory regulations and
provisions that apply to corruption and fraud (other criminal
offences), money laundering and the financing of terrorism,
compliance with financial sanctions and embargoes, securities
compliance, tax compliance, document organisation, data
protection and minimum requirements for risk management,
as well as environmental, social and economic matters. In light
of this, KfW Group has incorporated the prevention of corruption
and other criminal offences into its sustainability mission
statement as an ongoing objective.

In addition to the pertinent statutory and supervisory regula-
tions, KfW’s mission statement forms the basis for ethical
corporate conduct. It describes the values that our employees
are required to uphold: responsibility, fairness, professionalism,
initiative and transparency. The mission statement references
further initiatives that shape KfW’s corporate culture, including
the - Code of Conduct. The Group Compliance Guidelines de-

scribe how all corresponding integrity and compliance guidelines
are to be implemented. Corresponding continuing education
measures enhance employees’ knowledge in the area of gover-
nance and compliance across the group.

Clear expectations for the
actions of our employees and
business partners
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Organisation and functions

The Executive Board is responsible for compliance within

KfW Group. The Compliance Department ensures group-wide
operational implementation. It operates independently of other
divisions and aligns the existing Compliance Management
system with changing laws and market trends. In accordance
with the Minimum Requirements for Risk Management (MaRisk),
the Compliance department is the central area responsible for
recognising legally relevant developments at an early stage,
preparing decisions by the responsible bodies and applying a
monitoring process to ensure that all legal requirements are
met. The group’s subsidiaries are closely involved in this process.

With respect to content, the KfW Compliance department
focuses on the prevention of fraud and corruption, money
laundering and the financing of terrorism, compliance with
financial sanctions and embargoes, securities compliance,
tax compliance, document organisation, data protection
and compliance with the Minimum Requirements for Risk
Management (MaRisk).

Prevention of corruption and fraud

KfW Group has explicitly incorporated the preventive fight
against corruption, fraud and other offences in its mission
statement and Code of Conduct, and takes a zero-tolerance
approach. Compliance conducts annual risk analyses for every
business sector and assesses the risks associated with individual
customers/business partners, products, processes, transactions
and countries. The analysis of country risks also takes into
account the Corruption Perceptions Index published each year by
the non-governmental organisation Transparency International.
22 cases associated with corruption were confirmed in 2022.

In none of these cases were any of KfW’s employees involved,
and no agreements were terminated as a result of corruption-
related matters. Corruption risks typically exist in the approval
of loans or subsidies, in procurement and in the award of
contracts.

Complaints regarding criminal activities, such as fraud and
corruption, can be submitted to the responsible Compliance
department at KfW and confidentially to the Fraud and
Corruption Prevention Officer or — also anonymously — to an
- external ombudsperson. All complaints are rigorously acted
upon and necessary measures taken.

The work of the Fraud and Corruption Prevention Officer under-
goes an annual audit by the Internal Audit department as well
as an external compliance audit performed by independent
auditors. These audits involve both the market areas and the
central departments and all foreign branch offices (field offices)
every year.

At organisational level, KfW Group is committed to the fight
against corruption as a corporate member of Transparency
International. Furthermore, DEG is a sponsoring member of the
Extractive Industries Transparency Initiative (EITI) on behalf of
KfW Group. KfW cooperates, among others, with the Federal
Ministry for Economic Cooperation and Development (BMZ) in
implementing the strategy on anti-corruption and integrity in
German development policy.

Tax policy

As a state-owned promotional bank, KfW Group is subject to a
specific fiscal regime and is partly tax-exempt. Thus, unlike KfW
itself, KfW’s subsidiaries are fully or partly subject to income tax
and fund their operations at market conditions.
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Full compliance with all national and international tax laws

is part of KfFW Group’s sustainable corporate governance. KfW
Group undertakes to pay taxes as and when due and present all
tax positions transparently and comprehensively in accordance
with its tax mission statement and its Code of Conduct. In this
way it operates as a responsible taxpayer that makes a fair
contribution to society in accordance with national and interna-
tional tax legislation. KfW Group does not develop or support
any tax models aimed exclusively at achieving tax advantages
or reductions. In particular, KfW Group does not use or support
any artificial tax schemes. It engages in open, transparent

and cooperative interaction with domestic and foreign tax
authorities.

The foundations of KfFW Group’s tax policy are enshrined in the
tax mission statement of the Group tax guidelines, which applies
to all of KfW Group in the form of a work instruction and is part
of the Tax Compliance Management System (TCMS).

KfW implemented the TCMS, which also includes the subsidiar-
ies, back in 2018. The system aims to ensure the complete and
timely fulfilment of all tax obligations. The establishment of
the TCMS is based on the IDW PS 980 auditing standard of the
Institute of Public Auditors in Germany (IDW) and IDW Practice
Statement 1/2016. An independent auditor certified the appro-
priateness and effectiveness of KfW’s TCMS in 2022.

KfW’s Executive Board has overall responsibility for tax compli-
ance. Departmental responsibility for tax matters lies with the
head of the Financial Accounting department. Its tax function is
responsible as a central unit for the tax matters of KfW, but not
its subsidiaries. On request, the tax function manages the tax
affairs of subsidiaries of KfW Group on the basis of outsourcing,
for example for KfW IPEX-Bank GmbH.

The tax function monitors the development of relevant fiscal
standards and legislation and assesses their implications for
KfW’s business activities.

KfW complies with its tax payment obligations and submits a
country-by-country report for KFW Group to the Federal Central
Tax Office as required by law. Only KfW IPEX-Bank has a branch
office subject to this reporting obligation, as well as a subsidiary
established abroad in 2021. KfW IPEX-Bank’s country-specific
reporting in accordance with section 26a KWG can be found in
the = KfW IPEX-Bank GmbH Annual Report.

KfW has an essential interest in the development of transparent
financial markets. Only in this way can the tax basis be properly
recorded and the loss of tax revenue avoided. As a promotional
and development bank of the Federal Republic of Germany, KfW
supports the efforts of the Federal Government and the EU to
take action against uncooperative countries or territories and to
embed the development of solutions in an international frame-
work. The guidelines of KfW on dealing with financing activities
in uncooperative countries or territories have applied group-wide
since 2010. These guidelines bar KfW from carrying out trans-
actions through financial intermediaries in which the registered
office of a financing vehicle lies in an uncooperative country or
territory and deviates from the project country (known as
indirect financing activities). Direct financing activities in un-
cooperative countries, i.e. activities in which the project country
is the country where the contractual partner is based, are still
permitted in certain exceptional cases, especially in the field of
financial cooperation with developing countries. This is in line
with KfW’s promotional mandate. In order to assess whether a
country or territory is uncooperative, KfW consults in particular
the EU’s list of non-cooperative jurisdictions for tax purposes?,
the results of stages 1 and 2 of the ‘Monitoring and Peer Review
Process’ (PRP) of the Global Forum of the Organisation for

The tax mission statement
and tax compliance
management system define
KfW’s tax policy
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Economic Cooperation and Development (OECD)? and the lists of
the Financial Action Task Force (FATF)3. Compliance with these
EU and national directives is mandatory and is monitored by
KfW’s Compliance department.

Code of Conduct and training

The guideline for legal and ethical conduct at KfW Group is the
Code of Conduct, which was updated in 2020 to include sections
on integrity and taxes. It applies group-wide and is binding for
all employees as well as the Executive Board, comprising suc-
cinct and understandable key rules of conduct as well as the
employees’ duty to cooperate. A link to the intranet directs
readers to more detailed information on each topic. The intranet
provides specific work instructions, for example on the preven-
tion of criminal offences and on the acceptance of gifts and
invitations, as well as practical examples and conduct rules.

A — separate code of conduct (German only) also applies for
members of the KW Executive Board. It regulates the handling
of conflicts of interest, acceptance of gifts, invitations to events,
performance of ancillary activities and the acceptance of
honorary posts. However, KfW raises awareness of compliance
risks and lawful conduct in many ways. Risk-based online and
face-to-face training courses on the bank’s fraud and corruption
prevention policy are mandatory for all employees. Courses are

held every year or every two years — most recently in 2022 - and
as needed through specific information letters. Departments
hold workshops on the subject of fraud and corruption preven-
tion. Face-to-face meetings with a total of around 300 partici-
pants were held in addition to the mandatory online training
courses in 2022. KfW informs its business contacts about
compliance risks using product data sheets, information sheets
and other contract components. It also periodically informs the
members of the Board of Supervisory Directors about measures

currently being undertaken to fight fraud and corruption. In cases
of suspected criminal offences or misconduct, employees may
contact their line manager and/or the Compliance department

- confidentially if they wish or via an - external ombudsperson.

The contact details for all contact persons can be found in the
Code of Conduct and other resources. A regular process is in
place that allows KfW to rigorously investigate all suspected
compliance violations. The Executive Board receives various
documents including an aggregate quarterly report. It also
receives ad-hoc reports in the event of prominent cases of
suspected violations, depending on factors such as loss amount
or employee involvement.

Our understanding of ethical conduct also includes the aspect

of political donations. According to its donation guidelines, KfW
does not provide financial support or other allowances to individ-
uals or political parties including organisations that are affiliated
with parties.

"The EU blacklist (Annex I) lists non-EU countries that promote fraudulent tax
practices which undermine member states’ corporation tax incomes. Countries and
territories that do not yet meet all international tax standards but have committed
to reforms are included in a European Union grey list of non-cooperative
jurisdictions for tax purposes (Annex Il). A tax jurisdiction is removed from the list
as soon as it has met all its obligations.

2 The Global Forum verifies the implementation and effective application of the
OECD standard. In a two-stage process, the countries are assessed for how
they have implemented the OECD standard on transparency and tax information
exchange in national law and internationally (stage 1), and how they are
implementing the exchange of tax information in practice (stage 2). Following
stage 2, the countries fall into one of four rating categories: ‘compliant’, ‘largely
compliant’, ‘partially compliant’ or ‘non-compliant’.

3 The FATF blacklist lists non-cooperative jurisdictions and high-risk countries
(‘High-Risk Jurisdictions subject to a Call for Action’). The FATF grey list comprises
countries that have committed to the FATF recommendations at minister level
but whose anti-money laundering and combating financing of terrorism (AML/
CFT) regime still deviates significantly from the FATF standard as a result of
strategic deficits (‘Jurisdictions under Increased Monitoring’).

The guideline for legal
and ethical conduct is our
Code of Conduct
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Money laundering prevention and data protection

An in-house Anti-Money Laundering Officer coordinates preven-
tive measures against money laundering and terrorist financing
at KfW Group. The officer is responsible for ensuring compliance
with legal and regulatory requirements and therefore has
various duties, including holding responsibility for organisational
instructions, conducting risk analyses, implementing risk-based
prevention measures and regularly checking the business partner
database and transactions against the latest relevant sanction
lists. KFW immediately reports all suspicious transactions or
situations to the responsible investigating authorities. The
Anti-Money Laundering Officer reports directly to the Executive
Board or Management Board.

KfW complies with statutory technical and organisational data-
protection requirements while maintaining banking secrecy.
Group-wide regulations ensure the security of personal data.
KfW Group and its subsidiaries have their own data protection
policies and data protection officers who are presented on

the respective websites of - KfW Group, = KfW IPEX-Bank,

- DEG and - KfW Capital.

In 2022, KfW reported 53 data protection incidents to the
responsible supervisory authority. These mainly related to
cases where data was inadvertently misdirected due to address
changes that had not been reported or mistakes made by the
postal service. There were also a few cases in which the wrong
documents were accidentally filed in employee files. In 30
incidents, an increased risk for the data subjects was identified
and they were notified accordingly. Suitable awareness-raising
measures are carried out continuously. This included an exten-
sive training programme in the departments that have contact
with customers and employees, faster blocking mechanisms for
outdated addresses and a comprehensive revamp of the process
for reporting suspected cases.

Two complaints in an employment law context relating to data
protection came to light in 2022. Both complaints related to
the passing on or disclosure of personal data, although there
are opposing legal opinions on such matters.

Every suspected case is processed and evaluated by the
individuals responsible within the department and by those
responsible for compliance as part of an established reporting
process. The assessment is documented and the results and
action to be taken communicated. The reporting process is
subject to ongoing quality assurance and is adapted if neces-
sary. It was presented to the competent supervisory authority
in 2022 and the suggestions for improvement made in this
context have been reflected in the current reporting process.

www.kfw.de/sustainability

50


https://www.kfw.de/About-KfW/Data-Protection.html
https://www.kfw-ipex-bank.de/International-financing/KfW-IPEX-Bank/Data-Protection.html
https://www.deginvest.de/Data-protection.html
https://kfw-capital.de/en/data-protection/

Sustainability Data 2022 - Corporate governance

Risk management

The KfW Group Executive Board is responsible for central
decisions regarding risk policy. Consistent with the business
strategy, a risk strategy is established annually, defining the
framework for business activities with regard to risk tolerance
and risk-bearing capacity. Compliance with the risk strategy

is monitored continuously. The bank’s overall risk situation is
comprehensively analysed in monthly risk reports to the
Executive Board. The Board of Supervisory Directors is informed
at least quarterly. Risk management within the group is exer-
cised by closely interlinked decision-making bodies. Below the
Executive Board, three risk committees prepare decisions to be
passed by the Executive Board and make independent decisions
within their own remits.

— The Credit Risk Committee makes weekly credit decisions and
prepares these for the Executive Board or the Risk and Credit
Committee. In addition, once a month it addresses current
developments in the loan portfolio including country and
sectoral risks, and discusses and decides on policy issues
relating to credit risk.

— The Market Price Risk Committee, which convenes monthly,
makes decisions on various issues, including the assumption
of market price risks, changes in the measurement methods
for these risks and the valuation of securities. It also prepares
decisions for Executive Board resolutions on interest rate risk
positions, transfer pricing and funding strategy.

— Within the scope of the powers vested in it, the Committee for
Operational Risks relieves the Executive Board of its duties
related to the overarching management and requisite
decisions and approvals concerning operational risks (OpRisk),
reputational risks (RepRisk), and group security including
business continuity management (BCM).

The Committee for Operational Risks deals with overarching
specialist issues and supports the Executive Board in implement-
ing the risk strategy and managing measures. Significant OpRisk

and RepRisk incidents and the current risk situation are
discussed at each meeting.

The — Financial Report contains detailed information regarding
the risk management process and its results in 2022.

Sustainability-related risks and impacts

KfW Group considers the risks and effects of environmental,
social and governance matters in its business decisions. It does
this from two perspectives:

- Possible negative impacts of KfW’s business activities on
the environment and society (‘inside-out perspective’)

- Possible negative impacts from external environmental and
social challenges as well as from governance weaknesses
(ESG factors) on KfW’s business activities (‘outside-in perspec-
tive’)

Inside-out perspective

Inside-out effects must be observed, for example, when launch-
ing new products such as promotional programmes. For
domestic business, the central Sustainability Management team
performs routine assessments within the New Products Process
(NPP). It verifies whether a new product has any adverse
environmental and/or social effects. Suitable adjustments are
made to the product design if necessary.

The inside-out perspective also plays a role in the financing

of individual projects, credit lines, facilities and joint initiatives
carried out with a third party. The co-financed projects are
assessed for their environmental and social impact. In-depth
information concerning the Environmental and Social Impact
Assessment (ESIA) is provided in the = chapter on banking

business, from page go.

2 O

KfW Group considers the risks
and effects of environmental,
social and governance matters
in its business decisions
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The inside-out perspective with the focus of climate has been
dealt with in more detail since 2020 in several pillars of the
tranSForm project. This includes, among other things, establish-
ing structures and processes for impact management and
greenhouse gas accounting. In this way the database for the
management of inside-out impacts is continuously expanded.
An explanation of the project is provided in the = chapter on
sustainability strategy, from page 23.

Potential environmental and social risks that may arise from
KfW’s actions are assessed in its procurement processes as well.
As a public contracting body, KfW is required to put contracts
above certain statutory threshold values out to tender across
Europe through its EU Procurement Office. When selecting and
requesting tenders for goods and services and when making the
final procurement decision, KfW applies criteria for environmen-
tally and socially compliant procurement - even in the group’s
external structure. This process is based on principles such as
transparency, non-discrimination and competition. This also
applies to products and services below the thresholds that are
procured in accordance with KfW’s rules (= chapter on banking
operations, page 114). In line with the NPP, the central Sustain-
ability Management team performs assessments for outsourcing
processes and carries out spot checks in the case of EU-wide
tenders.

Outside-in perspective

In the case of outside-in risks to KfW Group’s business, the focus
is currently on climate change and its potential effects on KfW’s
risk exposure. The chapter — “Climate reporting in accordance
with TCFD” from page 53 contains more information on this.
The content reported there is also being addressed by the fourth
tranSForm sub-project, “ESG Risks”. This sub-project aims to

ensure that ESG risks can be taken into account in a comprehen-
sible manner and managed proactively within KfW Group. After
the corporate management tools and the climate stress-testing
capabilities had already been developed further in the previous
year, the main focus in 2022 was on constructing a database

on key customers. Once completed, it will contain an ESG risk
profile for all KFW Group business partners from a certain size.

Reputational risks are initially also classed as outside-in risks.
However, there is a close link to the inside-out perspective
through the perception and response of major stakeholders to
effects that arise from KfW. Reputational risk is categorised,
both within the group and at the subsidiaries IPEX-Bank and
DEG, as a separate significant risk type and is subject to the
risk management cycle. KfW (as a group) and, in addition,

KfW IPEX-Bank and DEG at the single institution level identify
potential reputational risks annually at group/subsidiary level
and have them assessed in-house by experts for relevant
stakeholder groups. In accordance with the guidelines on risk
reporting, relevant new RepRisk events are included in the group
risk report. This report is presented to the Board of Supervisory
Directors, the Federal Ministry of Finance (BMF), the Federal
Ministry for Economic Affairs and Climate Action (BMWK) and
the Federal Financial Supervisory Authority (BaFin). Events that
could potentially entail substantial damage are addressed to
the Executive Board in the form of ad-hoc reports — no such
scenarios arose in 2022. In terms of measures, KfW has started
to develop a uniform methodology for identifying, assessing and
dealing with reputational risks in connection with financing
(“transaction-related RepRisk”), with the involvement of all
business sectors and subsidiaries. The methodological frame-
work and governance concept were developed in 2022. Calibra-
tion and gradual implementation in the business sectors are
scheduled for 2023.
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222 Climate reporting
in accordance with TCFD

Climate reporting helps to identify possible impacts of
climate change on businesses. In order to identify oppor-
tunities and risks for its portfolio, KfW is successively
expanding its risk management of environmental, social
and governance factors (ESG risk management) and
reporting in line with the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD).

The fourth consolidated TCFD report presents KfW Group’s
most recent steps and most important structures for
managing climate-related opportunities and risks.

(€ |
Climate risks primarily affect
credit risk at KfW.

>

As part of “tranSForm”: development of
the ESG risk profile in 2022, application
from 2023.

KfW conducted further internal climate
stress tests in 2022.




Climate reporting in accordance with TCFD

Transparency regarding the
risks and opportunities of
climate change

The - recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD) of the Financial Stability Board
have now become established as the standard for reporting on
the risks and opportunities of climate change for enterprises.
They are also increasingly being incorporated into new reporting
requirements for companies. KfW Group has also adopted these
recommendations and is reporting in line with the TCFD criteria
for the fourth time.

As a public-sector institution we are doing this in order to
present any risks to our stakeholders — owners, associations,
investors and the general public - in a transparent manner,
take responsibility for them and thus create trust.

The TCFD recommends reporting based on four building blocks:

Four TCFD recommendations and dimensions for climate reporting

N

» O

)
¥

N

C—lh

1. Governance: Clarity as to who is responsible for climate-
related issues in a company’s management bodies

2. Strategy:
Assessment of actual and possible impacts of climate risks and
opportunities (e.g. for business strategy and financial planning)

3. Risk management:
Processes for identifying, assessing and managing
climate risks

4. Metrics and targets:
Metrics and measures for achieving climate risk targets
(e.g. reduction of risk exposure)
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Climate reporting in accordance with TCFD

Implementing the TCFD recommendations in their entirety

still poses challenges for many enterprises, as some of the
calculations required are fraught with uncertainty. As a result,
our TCFD reporting focuses on the aspect of risk for the time
being without yet considering possible opportunities, for
example with respect to sectors that could gain from particular
scenarios. As the TCFD recommendations primarily apply to
risks from an investor’s perspective, this is also likely to be
most closely aligned with the TCFD approach.

Our focus on the topic of risk also means that we look at
climate risks primarily from the ‘outside-in’ perspective in the
context of the TCFD report. In other words, we analyse whether
and to what extent physical or transitory climate risks could
impact KfFW Group’s risk exposure. Physical climate risks can
include damage to buildings or infrastructure, in particular

that of our borrowers, caused by the consequences of climate
change, such as flooding, storms and drought. Transitory
climate risks, on the other hand, result from the transition from
the currently prevailing economic systems, which are still largely
based on fossil fuels (oil, coal, natural gas), towards a low
greenhouse-gas economy. Transitory risks can also affect our
borrowers and therefore impact our credit risks (the term ‘credit
risks’ in this report always includes investment risks). As such,
neither form of risk primarily reflects the damage caused by
climate change, but rather its financial consequences for KfW.

The ‘inside-out’ perspective - in other words, the question as

to how our banking activities affect the climate and how we can
reduce greenhouse gas emissions — plays a prominent role for
KfW as a promotional bank and applies to a large portion of our

financing activities. This is described primarily in the - Banking

business, - Corporate governance and — Banking operations
chapters of this Sustainability Report. The greenhouse gas
accounting system for KfW’s new commitments and portfolio
to be developed as part of the tranSForm project is another
relevant aspect (= page 23).

Our climate risk reporting includes the subsidiaries Kf\W
IPEX-Bank, KfW Capital and DEG.

Further development of our reporting approach

The high level of interest our stakeholders have in climate risks
is a key incentive for us to establish appropriate transparency
both within the company and towards external target groups.
As part of the group-wide tranSForm project, for example, a
dedicated sub-project has been launched for ESG risks (sub-
project 4) to further develop the management of ESG risks in
the group in the period leading up to the end of 2024. The aim
is also to meet the regulatory requirements on ESG risks that
are relevant to KfW.

In the year under review, the progress made by the sub-project
included the following:

- The development of the “ESG risk profile” application was
completed. This involves assessing all of KfW'’s risk-relevant
business partners with regard to their ESG risks, including
physical and transitory climate risks. The IT aspects of the
application are currently being finalised and it will be rolled
out gradually across KfW Group in 2023. The application will
serve as a key information basis and will be able to supply its
ESG risk data to other risk tools.

The most important action areas for allowing us to address all
of the regulatory requirements for ESG risks that are relevant
to us have been identified. This resulted in 23 “packages of
meta-measures”. One of these is the aforementioned “ESG

risk profile” application. Other meta-measures address, for
example, the expansion of ESG stress testing, ESG reporting
and ESG portfolio analysis.

To be applied as of 2023:
the ESG risk profile
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Climate reporting in accordance with TCFD

In particular, further progress was made in ESG stress
testing. In addition to developing initial conceptual stress

test approaches for particularly relevant ESG risks, the next
climate stress test was finalised in the first quarter of 2022:

a four-year scenario borrowed from the Network of Central
Banks and Supervisors for Greening the Financial System
(NGFS), which provides for the immediate introduction of a
cross-sectoral carbon tax, was taken as a starting point.

The scenario affects both the emissions-intensive sectors in
KfW Group’s corporate portfolio and banks, which are affected
primarily via their exposure to these sectors (i.e. via what are
known as second-round effects). KFW Group, however, fares
well in this scenario from a financial perspective. Although the
total capital ratio decreases over the course of the scenario
until the end of 2025, it remains well ahead of the expected
regulatory capital requirements and within the risk appetite
defined by the Executive Board.

@ 1. Governance

KfW Group has been observing and taking into account the
risks and opportunities associated with climate change for its
business for some time. We take them into account just as we
do other drivers of risk in our risk management approach, in our
organisation and in our processes.

The Executive Board is responsible for central decisions regard-
ing risk policy. In parallel with the business strategy, we define a
risk strategy for each year and thereby determine the framework
of our business activities with regard to risk tolerance and risk-
bearing capacity. The business and risk strategy were supple-
mented further in 2022 with regard to the consideration of ESG
risk aspects.

Compliance with this risk strategy is monitored continuously. For
instance, we analyse the bank’s overall risk situation in monthly
reports to the Executive Board. The Board of Supervisory
Directors is informed at least quarterly.

As soon as climate risks are classed as material, they are
presented to the Executive Board for information purposes

or decision-making as required. The business or risk strategy
can subsequently be adjusted accordingly. Any targets related
to substantial climate risks or opportunities can be included in
the group’s business sector planning and targets can be aligned.

Risk management within the group is exercised by closely
interlinked decision-making bodies. Below the Executive Board,
three risk committees prepare decisions to be passed by the
Executive Board and make independent decisions within their
own remits (= chapter on risk management, page 51).
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Climate reporting in accordance with TCFD

Climate risks within KfW are coordinated by the Group Credit
Risk Management department. This includes, in particular,

the management of the group ESG risk project, but also the
preparation of this TCFD report. In this task the Credit Risk
Management department works closely with the Risk Controlling
department, the risk units of the subsidiaries and the Group
Development department.

Depending on which department is affected by a climate risk,
decision-making chains ensure that an appropriate level of the
hierarchy is made aware of the situation or makes any neces-
sary decision. In the case of material risks, for example at sector
level in the area of corporate and project financing, the report-
ing chain is as follows:

Decision-making chain in risk management*

Board of Supervisory Directors

T Executive Board
N

Group Credit Risk Committee
(headed by Chief Risk Officer)
N

Corporate Sector Risk group

committee
N

* Depending on the severity of the risk, not all levels of this decision-making chain
need to be involved.

Similar mechanisms exist for banking risks, country risks,
market price risks. liquidity risks and operational risks.
Depending on the materiality of the topic, the necessary
committee in the decision-making chain is brought in.

Significant climate risk issues are monitored depending

on the impact at various points, for example:

- for individual exposures in the rating process that takes
place at least once a year,

- for impacts on an entire portfolio, in the form of studies
or analyses or

- as resubmissions in committees.

Credit Risk Management department

CRCRICRICRIC

Climate risks within KfW are
coordinated by the Group Credit
Risk Management department
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Climate reporting in accordance with TCFD

g 2. Strategy

KfW has set itself the goal of playing an active role in shaping
the transition to a sustainable economic and financial system.
Our strategic plans therefore contain ambitious targets for
further expanding KfW’s position as a bank with sustainable
operations. Our primary objective is the transformation of the
economy and society with the aim of improving economic,
environmental and social living conditions around the world.
This is underscored, among other things, by our sustainability
mission statement and the mapping of the portfolio based on
the UN Sustainable Development Goals (SDGs). Key strategic
decisions in the context of the targeted transformation process
include the application of sector guidelines for the financing of
greenhouse gas-intensive sectors and a group-wide exclusion
list. KfW revised the guidelines already in place regarding the

1.5°C target in 2022 and implemented them at the start of 2023.

KfW is guided in this respect by the 1.5°C-compatible “Net Zero
by 2050” scenario of the International Energy Agency (IEA).
The IEA scenario also represents our baseline scenario.

In recognition of the special importance of climate change,
the environmental share of financing has been set at > 38%
of total new commitment volume. In order to identify its own
sustainability performance, KfW has also set itself the goal of
determining its contribution to the Paris climate targets and
SDGs, as well as being listed on average among the top five
promotional and development banks in global sustainability
ratings.

Scenario analysis - objective

In accordance with TCFD recommendations, the aim of scenario
analyses is to gain insights into how resilient our business model
is to climate risks. The decisive question for KfW is whether an
unacceptably high concentration of climate risks could be pre-
sent in our loan and equity investment portfolio in the medium
to long term.

Climate scenario analyses involve simulating a number of para-
meters across multiple sectors; these parameters are based on
various scientifically supported possibilities for how the global
climate could develop in future. Reciprocal effects are also
considered and factored into the calculations. The result is an
internally consistent worldview. It is important to note here that
the likelihood of long-term scenarios based on a wide range of
assumptions actually occurring can be very low or difficult to
estimate. It is not until different scenarios and their results

are examined and compared that significant new insights are
gained. The results of the analyses carried out by KfW to date
can be found under — 4. Metrics and targets.
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Climate reporting in accordance with TCFD

M
A 3. Risk management

Climate risks are not classed as an independent category of
risk, but act as a risk driver and can affect several categories
of risk. For KfW, this relates particularly to

— credit risks,

- reputational risks and

— operational risks, especially physical risks in this case (e.g.
property damage caused by the consequences of climate
change). OpRisk management already considers these events
as ‘climate risks’, albeit using different terms.

Over the short to medium term, the transitory risks are more
relevant to our portfolio than the physical risks because the
risks arising from climate change have reached national,
European and international levels in the legislators’ perception,
as illustrated by the debate about reasonable CO_ prices, for
example. The transition to a climate-neutral economy is also
increasingly taking the form of concrete action (as with the
Green Deal in the EU), and this process could be a challenge
for the economy and thus for some of our customers as well.

Climate risks at individual exposure level

If we regard a climate risk as an essential aspect in risk-relevant
transactions, we take this into account at two points in the
credit process — as we do other risk drivers:

- Identification of the customer’s probability of default:
Depending on the severity and materiality of the climate risk,
this is incorporated into a rating via the quantitative aspect
(climate risks have already affected the customer’s business
figures) and/or the qualitative aspect (e.g. in the case of
regulatory risks or via manual upgrades or downgrades).

- Evaluation of the transaction structure and its terms
and conditions: The front office and risk management offices
perform a credit appraisal in a two-stage process (first and
second decision recommendations) that focuses primarily on
the structure of the transaction, such the term of the loan. If a
climate issue appears to be unfavourable (risk) or particularly
positive (opportunity) in its interplay with the structure, this
is assessed during the credit appraisal and the results are
incorporated into the recommendation for decision. In the
case of a risk, this may lead to the loan being denied or
subjected to additional conditions.

The approval of a new loan or a loan follow-up decision is then
made by the relevant decision-making level (management levels
and committees) depending on the severity of the risk (risk
exposure).

Climate risks affect credit,
reputational and operational
risks
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Climate reporting in accordance with TCFD

Climate risks at portfolio level

A wide range of formats are already in place within KfW Group
for dealing with climate risks at portfolio level. We are continu-
ously developing and extending these formats by:

- Examining risks in the context of studies or analyses, particu-
larly if there is a link to entire industries. These are presented
and discussed in various committees (e.g. the Group Commit-
tee for Sector Risks or the Group Credit Risk Committee).
There are separate departments for financial industry risks
and country risks; these also submit analyses to the Group
Credit Risk Committee.

- Including risks in different ‘heat maps’, e.g. the general Risk
Report Heat Map or the Environment and Climate Risk Heat
Map.

- Discussing risks in the Expert Committee for stress tests and,
where appropriate, subsequently performing a stress test
which is then presented to the Group Credit Risk Committee
for information purposes.

- Establishing transparency regarding material risks via the risk
reporting system.

If the security evaluation or rating method demonstrate climate
risks to be relevant enough to be explicitly included as their
own criterion within the methodology, the risks are examined by
the security or rating systems working groups set up for this
purpose. Measures derived from the analyses performed by the
various committees are then discussed and decided upon by the
Group Credit Risk Committee. We also addressed climate risks
again during our regular risk inventory process in 2022. This con-
firmed our previous finding that these risks are not a separate
category of risk — an opinion shared by BaFin in its = Guidance
Notice on Dealing with Sustainability Risks, from December

2019. The Group’s procedural rules were amended accordingly
in early 2020 to include a definition of climate risks.

In addition to operational and reputational risks, climate risks
could have a particularly large impact on KfW’s credit risk. In
contrast, their influence on other categories of risk (e.g. business
or liquidity risks) still appears to be limited at the moment.
Climate risk as a factor in the context of credit risk is therefore
the main focus of our work.

Climate risks as reputational risks

Climate risks are also linked to reputational risks and therefore
regarded as ‘non-financial risks’. KfW has an overarching
strategy and specific sub-strategies for these forms of risk.

Non-financial risks arise from KfW’s primary business activities.
They comprise operational risk as well as reputational and
project risks. For KfW, the main operational risks are information
security risks, compliance risks, business interruption risks and
legal risks.

As a public-sector institution with high ethical, governance and
compliance standards, KfW Group regards reputational risks as
material even though significant adverse effects to its assets,
income or liquidity situation as a result of a negative reputation
have not yet been observed or measurable. Reputational risks
can arise for KfW in a climate context, for example, if KfW has
financed borrowers that are criticised for their emissions.

Sub-risk strategies for this topic could limit or prevent the
impact created by these risks. For example, KfW focuses
particularly on using training courses to raise employee aware-
ness (e.g. in-house events to explain climate risks) so that risks
can be identified at an early stage.
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Climate reporting in accordance with TCFD

I 4. Metrics and targets

In the area of climate-relevant metrics and targets, the TCFD
recommendations apply primarily to both the outside-in and the
inside-out perspective. Metrics for the ‘outside-in’ risk perspec-
tive are being continually developed. Over the medium term we
aim to generate multiple metrics and, if required, targets for the
‘outside-in’ risk perspective. The ESG risk profile described

Results of KfW scenarios and stress tests

above, which is in the process of being developed, is also
designed to contribute to this. Metrics in a broader sense include
the findings from the scenario analyses and stress tests, which
represent findings obtained over the years and are gradually
combined to form a single picture.

Year Scenario Climate risk category Focus Timescale Result
2019/2020 IEA 2017 2°C scenario Transitory risk Oil and gas sector 2030 No major risks to portfolio business
identifiable
°
2020/2021 IPCC RCP 8.5 Physical risk US and Germany; automotive, 2030, 2050 No major risks to portfolio business
chemicals, electric utilities sectors identifiable
°
2020/2021 IPCC RCP 8.5 Physical risk Us, China, Vietnam 2050, 2100 No major risks to portfolio
business identifiable, to be
monitored for new business
°
2020/2021 2°C stress test/worst case Transitory risk ‘disorderly’; sim- ~ Sections on corporates and 2030 and Considerable risks exist -
calculation plified simulation for CO, price major banks beyond generally manageable for KfW
e 2021/2022 Climate litigation scenario Transitory risk, particularly Oil and gas, banking, cruise shipping and - No major risks identifiable at present
climate litigation risks automotive sectors
2022 Climate stress test Transitory risk Corporates and financial institutions 2025 Although KfW'’s total capital ratio decreas-
NGFS net zero scenario in the KfW Group portfolio es over the course of the scenario until the
end of 2025, it remains well ahead of the
expected regulatory capital requirements
and within the risk appetite defined by the
Executive Board.

Metrics for the inside-out perspective include KfW Group’s own
carbon emissions in addition to the carbon footprint of KfW’s
financing activities (= chapter on sustainability strategy). They
are recorded in accordance with the Greenhouse Gas Protocol
for scope 1 and 2 and on a selective basis for scope 3.

Scope 3 emissions make up the majority of KfW’s carbon
emissions and are mainly generated by our business trips. KfW
Group’s carbon emissions are listed in detail in the - chapter on
banking operations.
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»)) Banking business
How we promote
sustainable development

Review Outlook

2022 was a year of considerable challenges. A variety of crises have asked a lot of The journey towards a climate-friendly, digital and resilient Germany has begun.
our policymakers, economy and society at large. Nevertheless, there are clear signs A large number of projects already show that Germany has the energy and the

of emerging structural change in Germany. With the funding it provides, KfW has strength required to embark on this journey. This makes us cautiously optimistic as
made a considerable contribution to mastering these challenges. This is also reflected we look ahead to the future. After this exceptional year, we will focus on providing
in KfW’s business figures: in 2022, KfW reported a new business volume of EUR 166.9 targeted support in areas where structural change requires significantly more
billion, which marks an all-time high. momentum and where we can effectively support entrepreneurial action and the

plans of private households and municipalities alike.

«
igl Highlights I Goals

Exceptional promotional business volume in Germany amounting Long-term borrowing via the capital markets of EUR 80 to 85 billion is
to EUR 136.1 billion planned for 2023. At least EUR 10 billion of this amount is to be raised by

issuing large-volume green bonds in various currencies
Priority area of climate change and the environment

increased significantly to EUR 60.5 billion Introduction of the Worst-Performing Building Bonus (WPB) in the

form of a repayment bonus to promote the energy-efficient refurbishment
of the worst 25% of buildings in Germany from an energy efficiency
perspective

Increase in the promotion of developing countries and
emerging economies to EUR 12.6 billion - EUR 8.2 billion of
which was for climate action and environmental protection





