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Section A

Introduction to Kommunalkredit

1
Kommunalkredit at a Glance

As a specialist bank for infrastructure and energy financing, Kom-
munalkredit Austria AG (“Kommunalkredit”) provides tangible
benefits to the community. Kommunalkredit helps create a better
world by enabling the development of sustainable infrastructure
that improves the quality of people’s lives.

Investments in infrastructure are a tool for addressing social needs

Business Model

Kommunalkredit is a partner for both corporate and financial
sponsors active in the construction, acquisition and operation of
infrastructure projects. Kommunalkredit also assists the public sec-
tor in providing advice and financing for social infrastructure.
The key focus sectors where Kommunalkredit is active are:

= Energy & Environment

= Communication & Digitalisation
=  Transport

= Social Infrastructure

= Natural Resources

The bank is instrumental in enabling the implementation and op-
eration of infrastructure projects, by matching the financing needs
of project sponsors and developers with investors seeking sustain-
able investment opportunities. Extensive team expertise coupled
with strong relationships with clients, investors and authorities
facilitate cooperation and ensure swift transaction execution.
A cornerstone of Kommunalkredit’s strategy is the originate-and-
collaborate concept. The bank underwrites new business which it
(partly) syndicates to further investors. This frees up balance sheet
capacity for new origination, enabling in-house expertise to be ap-
plied to a wider range of projects.

Kommunalkredit offers customised finance solutions across the
capital structure — from debt and subordinated capital, through
mezzanine, bridge financing, to equity. The product spectrum ex-
tends from financial advisory, corporate finance, acquisition and
leverage finance, to export financing and project financing. Thanks
to the Fidelio KA Infrastructure Debt Fund established in 2018, the
bank is also capable of offering its business partners access to in-
frastructure and energy financing by means of an asset manage-
ment solution. With the launch of Florestan KA GmbH in May
2021, the bank is in a position to support innovative concepts with
equity funding in a more focused way. As an example, Kommunal-
kredit is investing in the construction of Austria’s largest electroly-
sis plant. It is expected to be operational in the second half of 2023
and will produce up to 1,500 tonnes of green hydrogen a year. This
venture underscores Kommunalkredit’s focus and commitment in
enabling the green transition.

and increasing the general wellbeing of society. Efficient infrastruc-
ture bolsters economic momentum, promotes urban develop-
ment, creates jobs, is an indispensable part of the fight against cli-
mate change and strengthens social cohesion. It meets the needs
of today’s generation and creates opportunities for the genera-
tions to follow.

PeakSun is a joint venture with the Upper Austrian energy provider
eww for the development, construction and operation of rooftop
photovoltaic systems in Austria. Within the framework of a con-
tracting agreement, the company constructs, finances and leases
the PV system on the roof surfaces provided by the customers. The
electricity generated can either be used by the customer them-
selves or fed into the public grid.

Kommunalkredit Public Consulting (“KPC”), a subsidiary of Kom-
munalkredit, specialises in developing, implementing, and manag-
ing funding programs, especially in the areas of environmental and
climate protection. Thanks to its know-how, KPC is a trusted
partner both for those providing funds and those seeking funding.
KPC also manages Climate Austria, a platform for voluntary CO2
emission offsetting, which enables businesses to achieve their goal
of carbon neutrality. Received payments are primarily invested in
national, but also selected international, climate protection pro-
jects. On the consulting side, KPC successfully supports renowned
national and international organizations and financial institutions
in technical consulting, compiling market studies, implementing
evaluation projects and developing investment plans, capacity de-
velopment and policy advice.

Kommunalkredit has a clear focus: sustainability in accordance
with Environment, Social, Governance (“ESG”) criteria and in sup-
port of the UN Sustainable Development Goals ("SDGs”). Sustain-
ability is part of Kommunalkredit’s DNA. Sustainable management
— operating responsibly in economic, social and ecological terms —
forms the basis of the company’s business model. The infrastruc-
ture and energy projects the bank has implemented contribute to
decarbonisation, national and international climate targets and
the European Union’s (EU) Green Deal. Examples of projects fi-
nanced historically by Kommunalkredit can be found in the re-
spective Annual Reports as well as in the Sustainability Report on
the website.


https://www.kommunalkredit.at/en/investor-relations/reports
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Sustainability Strategy and 2025 Commitments

In 2022, Kommunalkredit updated its sustainability strategy outlin-
ing the bank’s two-fold focus:
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Accelerate the green transition

We enable and strive to accelerate decarbonisation,
with the core of our financing activities focusing directly
on renewable energy, hydrogen and other technologies
that are essential for the green transition.

Help improve people's lives

A significant part of our activities across Infrastructure
and Energy and Public Finance fund social infrastructure
and connectivity.

To retain focus on these two core focus areas, Kommunalkredit
commits to:
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Integrate impact
We consider sustainability factors across all types of in-
frastructure. As an organisation, we are dedicated to the
SDGs, the UN Global Compact, the UN Principles for Re-
sponsible Banking, the Paris Agreement and the Euro-
pean Green Deal.

Deliver transparently & responsibly with speed and
precision

We continuously improve our ESG disclosures and en-
sure that we carry out our business responsibly and with
high integrity.




SDG Priority 1
Very important for Kommunalkredit and its stakeholder

GLIMATE
ACTION

Kommunalkredit’s sustainability strategy naturally aligns with its
core business and has a green and a social focal point: accelerating
the green transition and improving people’s lives. Kommunalkredit
has defined the following strategic targets to be achieved by 2025:

1

Direct at least 40% and up to 50% of new infrastructure fi-
nancing activities towards the green transition, such as renew-
able energy, green mobility, and water management, each
year.

Help accelerate the commercialisation and scaling-up of new
green solutions by channelling up to 10% of annual new infra-
structure financing volumes towards early-stage and/or inno-
vative projects, leveraging the bank’s agility, expertise, and risk
appetite to be a first mover in opportunities such as hydrogen,
battery storage, and new forms of renewable energy.

Dedicate at least 30% of yearly new infrastructure financing
projects to a combination of social infrastructure and/or digi-
talisation and communication.

SDG Priority 2
Very important for Kommunalkredit or its stakeholder

600D HEALTH
AND WELL-BEING

QUALITY
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CLEAN WATER
AND SANITATION
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8 DECENT WORK AND
ECONOMIC GROWTH

The key enablers supporting Kommunalkredit’s goals are:

Training at least 95% of the bank’s employees on sustainable
development and why it is important to Kommunalkredit, in
addition to ongoing ESG trainings.

By Q2 2023 design an SDG impact curriculum to train banking
employees on how to maximise positive impact in infrastruc-
ture projects. By 2025, at least 95% of banking employees will
be trained on impact maximisation.

By Q3 2023 define a Kommunalkredit Environmental Sustain-
ability Ratio to inform on strategy execution and enhance
transparency.

Assess the greenhouse gas emissions from our financing acti-
vities by 2024 according to PCAF and set Net Zero and reduc-
tion targets by 2025.

By 2025 at least 30% of managers to be female.

By 2025 to have eliminated any gender pay gap within the
same job bands.
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Sustainability Governance

Sustainability is an important overarching theme for Kommunal-
kredit’s strategy. A sustainability management system en-
compassing Kommunalkredit Austria AG and Kommunalkredit
Public Consulting GmbH (“KPC”) was put in place in 2012, with the
Sustainability Officer reporting directly to the Executive Board.

In 2022 a Sustainability Board was established. It meets monthly
and comprises the Executive Board, the first level management
team and the Sustainability Officer. Together with the Sustain-
ability Board, the Sustainability Officer is responsible for ensuring
that Kommunalkredit’s sustainability policy is implemented and
complied with in all areas of the Kommunalkredit Group’s busi-
ness. The Sustainability Officer is also responsible for coordinating
the development and implementation of the specific programme
of measures, internal audits, management reviews and document
archiving.

4
Sustainability Integration

With the establishment of its environmental management system
back in 1996-1997, Kommunalkredit was a pioneer and the first
European financial services provider to be awarded EMAS* certifi-
cation in 1997. The continuous development of the environmental
management system has involved expanding the ecological focus
to include social and economic aspects, as well as putting a sus-
tainability management system in place. Kommunalkredit has
been publishing an annual environmental statement since 1997
and, in line with the shift from environmental to sustainability
management, an annual sustainability report since 2004.

In 2020 Kommunalkredit was the first Austrian financial service
provider to be a member of the “European Clean Hydrogen Al-
liance”, which aims for an ambitious deployment of hydrogen tech-
nologies in industry and mobility.

Kommunalkredit joined the UN Global Compact sustainability initi-
ative in 2021 and supports the ten principles in the fields of human
rights, employment standards, environmental protection and anti-
corruption measures. In addition, we are guided by national and
European regulatory guidelines, the EU Taxonomy, the United Na-
tions’ 2030 Agenda, the UN Principles for Responsible Banking, the
targets of the Paris Climate Agreement and to the Austrian govern-
ment’s National Energy and Climate Plan (“NEKP”’).

Comprised of a group of committed employees from various de-
partments throughout the company, the sustainability team acts
as a platform for all issues and concerns relating to sustainability at
Kommunalkredit. The main remit of the sustainability team in-
cludes the implementation of the measures required for sustain-
ability management and reporting as well as the incorporation of
sustainability aspects into corporate decision-making processes.
The team reports to the Sustainability Board.

Kommunalkredit’s Code of Conduct and Corporate Governance
Handbook as well as specific policies such as our anti-money laun-
dering policy and data protection policy, are also an integral com-
ponent of Kommunalkredit’s sustainability framework.

At origination a sustainability check is performed for each new ex-
posure by the respective deal team. The check includes an SDG
screening, alignment with the exclusion criteria and an ESG review.
Since 2022 an assessment in relation to the EU-Taxonomy is also
part of the initial assessment, which is outsourced to Kommunal-
kredit’s daughter company KPC. The outcome of both the sustain-
ability check and the taxonomy assessment are included as appen-
dices in the formal credit application. The Credit Risk department
uses the information provided in the appendices as input for its
five-grade scale classification of ESG risk factors. Kommunalkredit’s
credit risk strategy details the overall assessment process.

1 Eco-Management and Audit Scheme


https://www.kommunalkredit.at/fileadmin/user_upload/Processed/Footer/KYC/Kommunalkredit-Code-of-Conduct-EN.pdf
https://www.kommunalkredit.at/fileadmin/user_upload/Processed/Wer-wir-sind/Governance/Corporate-Governance-Report-EN.pdf
https://www.kommunalkredit.at/fileadmin/user_upload/Processed/Wer-wir-sind/Governance/Corporate-Governance-Report-EN.pdf
https://www.kommunalkredit.at/fileadmin/user_upload/Processed/Wer-wir-sind/Governance/Corporate-Governance-Report-EN.pdf
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Sustainability Check

SDG Screening

A basic requirement in Kommunalkredit’s origination strategy is
that every investment needs to contribute to at least one of the 17
SDGs. Furthermore, Kommunalkredit has defined nine SDGs it
prioritises in its general selection of projects to support:

Highest priority SDGs:

= SDG 7 Affordable and clean energy

= SDG 9 Industry, innovation and infrastructure

= SDG 11 Sustainable cities and communities

= SDG 13 Climate action

Secondary priority SDGs:

= SDG 3 Good health and wellbeing

= SDG 4 Quality education

= SDG 6 Clean water and sanitation

= SDG 8 Decent work and economic growth

= SDG 10 Reduced inequalities

Exclusion Criteria

As part of its credit risk strategy, Kommunalkredit has developed a
list of exclusionary criteria, which integrates ESG considerations
that apply to all projects financed by the bank. Kommunalkredit
will not knowingly provide financing for any activities that include
an involvement in the following areas:

Coal, gas, oil extraction —
No financing for coal, gas, oil extraction

Construction of new coal power plants —
No construction of new coal power plants

Alcohol — Spirituous beverages trading over 5% of sales

Tobacco — Production of all kinds of tobacco products,
trading over 5% share of sales

Gambling — Game of luck trading over 5% of sales

Weapons, armament — Production/Trade of/with weapons,
trading over 5% of sales, or financing for countries at war
when condemned by the UN

Pornography — Production of slanderous,
demeaning content, trading over 5% of sales

Breach of law or sanctions — Material breach of
national or international laws or sanctions

Human Rights — Massive violation of the
UN Human Rights Declaration

Labour Rights — Violation of at least one of
the four ILO core principles (e.g. child labour)

Corruption — Accepting or soliciting bribes

Money Laundering — Potential involvement in money
laundering (according to Kommunalkredit’s AML check)




Sustainability Review

Kommunalkredit introduced a mandatory sustainability review for
all projects in its infrastructure and energy portfolio back in 2012.
This review must be carried out prior to the financing request and
includes exclusion criteria as well as the contribution towards de-
fined ESG criteria. It is a component of the guideline for credit risk

Investments are not made in projects fulfilling the above-men-
tioned exclusion criteria. Each project in the portfolio is also evalu-
ated with regard to its influence on specific ESG criteria. The result
of this evaluation is categorised as “positive”, “neutral”, or
“negative”. The individual criteria in the analysis are as follows:

assessment and has been approved by the Executive Board.

Governance dimension

Implementation of environmental
standards (I1SO, EMAS)

No corruption (Transparency
International index)

No violations of corporate governance
No restrictions on competition

Group structure and financial
transparency

Ecological dimension

Impact on the emissions of particulate
matter (PM) and other air pollutants

Impact on CO2 emissions
Impact on biodiversity, soil and water

Impact on the reduction of energy
consumption/increasing energy
efficiency

Exposure to water risks: impacts of
climate change and extreme weather
events on assets under construction

Social dimension

How is the project to be assessed in
terms of creating social added value
per se

Diversity and gender: significant
impact on participation/equal
opportunities and gender equality

Customer care: fair messaging, data
protection and data security, product
quality and safety, customer welfare,
sales practices and product labelling

or in operation

= Exposure to other environmental
influences: effects of climate change
and extreme weather events on assets
under construction or in operation ]

= Significant impact on preservation of
cultural property and/or heritage

= Significant impact on structurally weak
regions and the employment rate

Significant impact on level of
education/training situation

= Significant impact on infrastructure as
a productivity factor

= Significant impact on health
care/nurture

If all criteria are classed as either “positive” or “neutral”, the asset is
deemed ESG compliant. If one criterion is classed as “negative”, corrective
action must be initiated upon consultation with the client, if necessary.

EU Taxonomy

In preparation for the upcoming regulatory disclosure of environ-
mentally sustainable activities, Kommunalkredit has adapted its
credit process to include an assessment of the financed activities
in relation to EU Taxonomy. As a result, beginning in December
2022, the activities financed by each asset are evaluated for EU
Taxonomy eligibility and potential alignment at origination. The
analysis is carried out on case-by-case basis by specialists at KPC,
who are also part of the Sustainability team. The corresponding
classifications are reflected in the core banking system and will be
incorporated in the bank’s regular reporting.

ESG Risk Assessment

As part of Kommunalkredit’s credit risk assessment process, all
projects are evaluated in relation to their potential environmental,
social and governance risks, i.e. ESG issues. These ESG issues may
but need not impact the credit risk assessment of a borrower.
Kommunalkredit defines ESG risk factors as those that i) can poten-
tially have an impact on the creditworthiness of an assessed
project/company and ii) have sufficient visibility and probability to
include them in the credit analysis.

Kommunalkredit classifies ESG risk factors using a five-level scale
(dark green (1) to red (5)), where 1 represents no material impact
on the risk profile and 5 represents a very negative impact.

The values for E, S and G are each determined and assessed separ-
ately, and the classification is based on the following definitions.
The term “net basis” indicates that the exposure to ESG risk factors
is considered taking into account the planned mitigating measures.

1 ESG risk factors are not material to the risk profile
on a net basis

2 ESGrisk factors are neutral to risk profile on a net basis

3 ESG risk factors have a low adverse impact
on the risk profile on a net basis

4 ESG risk factors are negative for the risk profile on a net basis

5 ESG risk factors are very negative for the risk profile
on a net basis

Kommunalkredit includes the assessment of ESG risk factors in its
credit rating system in i) the corresponding categories of the rating
scorecard and ii) the development of the financial models. As a
result, the final lending decision fully takes into account all relevant
ESG factors and ensures that each investment of Kommunalkredit
complies with the ESG requirements defined in the credit risk
strategy.



Section B

Kommunalkredit Sustainable
Funding Framework

1
Framework Rationale

Kommunalkredit’s Sustainable Funding Framework (the “Frame-
work”) aims to become the reference document for all future
green, social and sustainability debt instruments (“sustainable
debt instruments”) issued by Kommunalkredit Austria AG. The
Framework is designed to accommodate the overall strategy of the
bank, reflecting the variety of assets it originates in the green and
social categories, in line with its sustainability commitments.

Under the Framework, Kommunalkredit may finance or refinance
new or existing eligible assets — green, social or a mix thereof, as
defined within the Use of Proceeds section — through the issuance
of either green, social or sustainability debt instruments. Sustain-

External Alignment

The Framework is aligned with the June 2022 editions of the Green
Bond Principles (“GBP”)?, Social Bond Principles (“SBP”)* and Sus-
tainability Bond Guidelines (“SBG”)* published by the International
Capital Market Association (“ICMA”). As such, the Framework con-
sists of the following five core components:

= Use of Proceeds

= Asset evaluation and selection
= Management of proceeds

= Allocation and impact reporting

= External review

The Framework aims to directly contribute to the selected SDGs
and the environmental objectives established by the EU Taxonomy
of environmentally sustainable economic activities (“EU Taxono-
my”)*®. Eligible green assets (as defined in the Use of Proceeds
section below) may be aligned with the EU Taxonomy require-
ments, including the substantial contribution criteria, Do No Sig-
nificant Harm (“DNSH”) criteria and Minimum Social Safeguards
(“MSS”) criteria, where feasible.

2 https://www.icmagroup.org/assets/documents/Sustainable-finance/
2022-updates/Green-Bond-Principles_June-2022-280622.pdf

3 https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-
and-handbooks/social-bond-principles-sbp/

4 https://www.icmagroup.org/assets/documents/Sustainable-finance/
2021-updates/Sustainability-Bond-Guidelines-June-2021-140621.pdf

5 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R0852

6 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R2139
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able debt instruments issued under this Framework may be issued
in different formats, including senior bonds, subordinated bonds
and covered bonds.

The debt instruments issued under this Framework will seek to fa-
cilitate the funding of assets with positive environmental or social
benefits that directly contribute to the UN SDGs, the targets of the
Paris Climate Agreement at an international level, and of the Aus-
trian government’s National Energy and Climate Plan (NEKP),
which comprise an integral part of Kommunalkredit’s sustainability
strategy.

Future Updates

To the extent that ICMA’s GBP, SBP or SBG documents, and/or the
EU Taxonomy will be updated in the future, Kommunalkredit may
update this Framework in order to remain aligned with best mar-
ket practices and sustainable finance policies and legislation, in-
cluding obtaining a new Second Party Opinion (“SPO”).

More generally, this Framework may be subsequently updated as
Kommunalkredit’s sustainable financing needs change, new pro-
ducts for customers are launched, and/or the sustainable finance
market evolves.



2
Use of Proceeds

Eligible green assets and eligible social assets constitute the eli-
gible assets and correspond to an eligible asset portfolio. The net
proceeds of the sustainable funding debt instruments will be used
to finance or refinance, in whole or in part eligible green assets, eli-
gible social assets, or a mix thereof. In line with the overall invest-
ment strategy of Kommunalkredit, the eligible assets will be lo-
cated in the EU or in other OECD countries or will otherwise
benefit from a guarantee by a European Export Credit Agency. Pro-
jects supported by European Export Credit Agencies undergo ex-
tensive due diligence processes, including an environmental and
social impact assessment, prior to approval of the financing.

Only drawn amounts will be considered allocated. In addition,
non-performing loans will not be eligible for allocation of the pro-
ceeds of green, social and sustainability debt instruments issued
under this Framework.

Kommunalkredit intends to disclose the expected allocation to
each eligible green and/or social asset project category prior to the
issuance of sustainable funding instruments.

Exclusions specific to the Framework

The net proceeds raised under this Framework will not knowingly
be allocated to any kind of investment related to the activities
listed in the ‘Exclusion Criteria’ of the introduction to this Frame-
work (e.g. alcohol, tobacco, gambling, weapons, armament, adult
entertainment, etc.). Furthermore, Kommunalkredit will also apply
additional exclusions specific to this Framework, including any kind
of investment related to fossil fuels, dedicated fossil-fuel related
infrastructure, and nuclear energy.

11



Eligible Green Assets

ICMA GBP Eligible Green Assets Environmental EU Taxonomy Economic Activity and TSC Reference
Category Objectives
Renewable Financing provided towards the acquisition, construction, Climate Change 4.1. Electricity generation using solar
Energy production, man.u_facturing, operation, development and Mitigation photovoltaic technology
storage o_f elec?rluty generation from renewable energy 4.2. Electricity generation using concentrated
sources, including: | (CSP) technol 13 2=
= Wind energy (onshore and offshore) sofar ,i)o.wer .ec noe ogy. Py
= Solar (solar photovoltaic or concentrated solar power) 4.3.  Electricity generation from wind power
= Geothermal energy, where the lifecycle GHG emissions 4.5. Electricity generation from hydropower
are lower than 100g CQze/kWh' o 4.6. Electricity generation from geothermal energy
" Bloe.nergy, including plo_mass, biogas or bioliquids, where 4.8. Electricity generation from bioenergy
the lifecycle GHG emissions are lower . o .
than 100g CO,e/kWh’ 4.9. Transmission and distribution of electricity
= Small-scale (<10MW) and medium-scale (<1,000MW)
hydropower projects that comply with one of the 3.10. Manufacture of hydrogen
following criteria: (i) the electricity generation facility 4.16. Installation and operation of
is a run-of-river plant and does not have an artificial electric heat pumps

reservoir, (ii) the power density of the electricity
generation facility is above 5W/m?, (iii) the lifecycle
GHG emissions from the generation of electricity from

4.20. Cogeneration of heat/cool and
power from bioenergy

hydropower are lower than 100g CO,e/kWh 4.22. Production of heat/cool from
= Green hydrogen from renewable energy sources® geothermal energy
= Electric heat pumps’ 4.24. Production of heat/cool from bioenergy

Financing provided towards transmission and distribution

infrastructure for an electricity system that complies with at

least one of the following criteria:

= The system is the interconnected European system*’

= More than 67% of newly enabled generation capacity in
the system is below the generation threshold value of
100g CO,e/kWh measured on a life cycle basis over a
rolling five-year period

= The average system grid emissions factor, calculated as
the total annual emissions from power generation
connected to the system, divided by the total annual net
electricity production in that system, is below the
threshold value of 100g CO,e/kWh measured on a life
cycle basis in accordance with electricity generation
criteria, over a rolling five-year period

= The main objective is an increase of the transmission of
renewable electricity generation

Energy Financing provided towards: Climate Change 4.9. Transmission and distribution of electricity
Efficiency = District heating/cooling™ Mitigation 4.15. District heating/cooling distribution
= Construction and operation of low emissions data centres*
= |Installation and operation of fibre and high-speed mobile
networks intended to replace copper-based communica-
tion networks &
= Smart metering infrastructure

Clean Financing provided towards the acquisition, construction, Climate Change 6.1. Passenger interurban rail transport
Transport modernisation, maintenance and operation of infrastructure | Mitigation 6.2. Freight rail transport
of low carbon transportation infrastructure projects

6.3. Urban and suburban transport, road

including:

= Zero tailpipe emissions freight and passenger rail passenger transport
and road transport (i.e. metro, tram, bus, train) 6.14. Infrastructure for rail transport

= Zero tailpipe emissions passenger cars and 6.15. Infrastructure enabling road transport and
commercial vehicles (i.e. hydrogen, fuel cell, electric) public transport

= Electric vehicle charging stations, hydrogen fuelling
stations or electric road systems

Pollution Financing provided towards the acquisition, development, Climate Change 5.5. Collection and transport of non-hazardous 12—
Prevention construction, operation and maintenance of waste Mitigation waste in source segregated fractions (00
and management projects including: . 5.7. Anaerobic digestion of bio-waste
Control = Waste sorting, processing and/or recycling facilities® Pollution . f bi 13 22
= Anaerobic digestion of bio-waste Prevention and 5.8.  Composting of bio-waste
= Composting facilities for bio-waste Control 5.9. Material recovery from non-hazardous waste Q
Sustainable Financing provided towards the acquisition, development, The sustainable § L
Water construction, operation and maintenance of water and Use and ﬁ
and wastewater management projects including: Protection of
Va9 = Water collection, treatment and supply systems and Water and
Management facilities for domestic and/or industrial use Marine Resources
= Wastewater network and treatment infrastructure
= Water metering
7 Only biomass/biofuels using certified sustainable feedstocks are eligible. 10 l.e. the interconnected control areas of Member States, Norway, Switzerland and the
Excludes use of virgin food/feed crops, and palm oil/palm oil waste United Kingdom, and its subordinated systems
8 According to the eligibility criteria for the renewable energy category 11 Systems using at least 50% renewable energy, 50% waste heat, 75% cogenerated heat or
9 Electric heat pumps must i) have a refrigerant threshold (GWP) not exceeding 1,500, 50% of a combination of such energy and heat in line with Directive 2012/27/EU
as defined in the Austrian support scheme for electric heat pumps and ii) 12 In compliance with the EU Taxonomy Substantial Contribution Criteria, ‘8.1. Data
meet energy-efficiency requirements in the EU Eco-design Framework Directive processing, hosting and related activities’
13 Separately collected and transported non-hazardous waste that is segregated at source

and intended for preparation for reuse or recycling operations

12



Eligible Social Assets

ICMA GBP Eligible Social Assets Target Social Objectives
Category Population(s)
Access to Financing provided towards: Students, youth within Improve the quality and access to o
essential = Public schools: construction, operation or the public education education services for all, regardless of i
services: renovation of public schools, including kindergarten, | system, including, the ability to pay
Education primary and secondary education schools but not limited to
= Public universities: construction, operation or disadvantaged target
renovation of public universities
groups
Access to Financing provided towards: All citizens supported Improve access to healthcare services g o
essential = Public hospitals: construction, operation or by public healthcare for all, regardless of the ability to pay ""f'
services: renovation of public hospitals systems, including
Healthcare® = Nursing homes: construction, operation or vulnerable population
renova_tion .Of nursing homes for glderly persons groups such as the E
] RehablI!tatlon centlte_s: c_onstructuon, operation, or elderly, and physically or
renovation of rehabilitations centres for people
that are physically or mentally dependent mentally dependent
= Homecare for the handicapped: construction, persons
operation or renovation of homes for the care
of handicapped persons
Affordable Financing provided towards: Population in under- Improve access to digital services for
basic = Digital inclusion: projects or activities that allow served and unconnected | underserved and unconnected areas E
infrastructure: for the deployment of fibre optic network and areas, such as rural areas
Fibre optic broadband for populations located in unconnected
IS A (no existing service) or underserved (at least
broadband mobile service by one operator) areas
service
Affordable Financing provided towards: Social housing Enables access to housing thereby 1 R
housing: = Social housing: construction, operation or beneficiaries, including | reducing social vulnerabilities and bt
Social renovation of registered social housing projects™ vulnerable populations | enabling financial empowerment
housing such as the elderly,
persons with disabilities, E
or low income
households |
Affordable Financing provided towards affordable basic Population in under- Improves social mobility and increase
basic infrastructure projects in developing countries'®: served and unconnected | trade/commerce for underserved and &
el = Public transportation and related infrastructure: areas, such as rural unconnected areas
Public passenger rail transport areas — particularly in
transport and emerging market
transportation countries
infrastructure 18 im
L 4
14 Only projects which are supported through public spending or social security and 16 Defined as countries with a Human Development Index (HDI) value of ‘Low’ or
where access is provided to all regardless of ability to pay will be considered as ‘Medium’ as defined by the United Nations Development Programme (UNDP)

eligible social assets.

In Austria, allocation of social housing is made according to the state subsidy law,
which considers two selection criteria when selecting recipients of subsidized
housing: i) persons must have an urgent housing need and use the flat as principal
residence, and ii) monthly income is subject to an income ceiling depending on the
number of residents in the flat

1

«
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3

Process for Asset Evaluation and Selection

All potential eligible assets must undergo Kommunalkredit’s regu-
lar credit processes, including the sustainability check, which in-
cludes SDG screening, exclusion criteria and the sustainability re-
view, as outlined in section A. Any asset that is subject to the
exclusion criteria will not be financed by Kommunalkredit. Any
asset that is deemed ESG-compliant as part of the sustainability re-
view will be eligible for pre-selection for inclusion in the eligible
asset portfolio; if one criterion in the sustainability review is
classed as “negative,” the asset will not be selected by Kommu-
nalkredit for the eligible asset portfolio.

Kommunalkredit has established a Sustainable Funding Commit-
tee (the “Committee”) to ensure compliance with the Framework,
robustness and transparency. The Committee will meet on at least
a semi-annual basis and will report to the Sustainability Board. The
Committee is chaired by the Treasurer of Kommunalkredit and
comprised of representatives from the following departments:

= Markets (responsible for treasury and funding)

= Banking (responsible for loan origination, portfolio
management and syndications)

= Credit Risk Management
= Risk Controlling

= Corporate Services (responsible for strategy, communication
and investor relations)

= KPC (responsible for EU Taxonomy asset evaluation and
pre-selection of eligible assets)

14

Furthermore, as part of the establishment of this Framework, new
origination is additionally categorised into ICMA’s green (in line
with the GBP) and social (in line with the SBP) categories (as de-
fined in the Use of Proceeds section) and earmarked in the core
banking system, forming a pre-selection of Eligible Assets. As of
December 2022, all new origination is additionally evaluated for
EU Taxonomy eligibility and alignment. The EU Taxonomy assess-
ment and the ICMA GBP/SBP categorisation are carried out by
Kommunalkredit’s specialist daughter company, KPC.

The Committee’s responsibilities include:

= Evaluating and confirming the pre-selected eligible assets for
inclusion in the eligible asset portfolio in line with the use of
proceeds defined above

= Taking measures to ensure eligible assets are available for
substitution in the event of potential shortfalls

= Monitoring the eligible asset portfolio to ensure continued
compliance with the eligibility criteria and removing any
assets subject to a material ESG controversy

= Preparation, verification and publication of the annual
allocation and impact reporting

= Overseeing any future updates of the Framework including
the addition of new eligible categories, the alignment of the
eligibility criteria with best market practices and/or obtaining
an updated second party opinion

Alignment of eligibility criteria for green assets with the EU Taxon-
omy Regulation'” and the technical screening criteria for economic
activities significantly contributing to Climate Change Environ-
mental Objective, as outlined in Climate Delegated Act®é, will be
performed on a best-efforts basis. The alignment will consider the
availability of information enabling the assessment, including in
the geographies where Kommunalkredit’s assets are located. Kom-
munalkredit intends to provide details on the alignment of the eli-
gible projects with the EU Taxonomy in its annual allocation and
impact reporting.

17 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R0852
18 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R2139



4
Management of Proceeds

The net proceeds of Kommunalkredit’s sustainable funding instru-
ments will be tracked and managed by Kommunalkredit’s Markets
team using a portfolio approach. In line with the Standard for Euro-
pean Green Bonds (July 2021) and given that potential eligible as-
sets may differ in terms of expected lifetime, this Framework does
not apply a specific look-back period for eligible assets. The Com-
mittee will assess, on a case-by-case basis, each potential eligible
green or social asset and confirm whether any refinancing loans
are appropriate before including them in the eligible asset port-
folio. Full allocation of proceeds for each debt instrument is ex-
pected within maximum 18 months post issuance.

Kommunalkredit’s originate-and-collaborate concept translates
into regular syndications and has the effect that the asset side of
the balance sheet is dynamic. To accommodate this, Kommunal-
kredit intends to pool together all eligible Assets in an eligible asset
portfolio, allowing the portfolio to also evolve over time.

5

Allocation and Impact Reporting

Kommunalkredit will publish allocation and impact reports on its
website, detailing both the allocation of the net proceeds of the
green, social and sustainability debt instruments issued as well as
impact information concerning the eligible asset portfolio. The re-
porting will be performed within one year from the first borrowing
date of each issuance and annually thereafter. Reporting will be
made on an aggregated portfolio basis rather than on an individual
basis. This reporting obligation will no longer apply once all green,
social and sustainability debt instruments have matured.

Allocation Reporting

Kommunalkredit will include the following information in its allo-
cation reporting on a best effort basis:

= Total amount and a breakdown of the outstanding green,
social and sustainability funding instruments

= Total amount and a breakdown of the green and
social assets assigned to the eligible asset portfolio

The portfolio of eligible assets will be clearly identified within Kom-
munalkredit’s core banking system and will equate or exceed the
net proceeds from the total outstanding debt issuance. Any amor-
tising, redeeming and/or syndicated assets will be replaced by new
origination.

Only eligible green assets can be allocated to Kommunalkredit’s
green debt instruments and only eigible social assets can be allo-
cated to Kommunalkredit’s social debt instruments. If Kommunal-
kredit was to issue sustainability debt instruments, the net pro-
ceeds would be allocated to both eligible green assets and to
eligible social assets. Pending the full allocation of the proceeds or
in the case of insufficient eligible assets, Kommunalkredit commits
to hold the additional funds in the Group’s Treasury, in accordance
with its liquidity policy and, to the extent possible, invest in green,
social and sustainability debt instruments.

= The amounts allocated to each Use of Proceeds category

= The proportion of the eigible green asset portfolio
that is EU Taxonomy eligible and EU Taxonomy aligned

= Total and a breakdown number of green and social
loans in the eligible asset portfolio

= Abreakdown of the vintage of loans in the
eligible asset portfolio

= The geographical distribution of the assets

= The balance of unallocated proceeds, if any

Impact Reporting

Kommunalkredit intends to report on the environmental and so-
cial impacts of the eligible assets financed and/or refinanced, re-
spectively. Potential impact indicators will cover both qualitative
and quantitative metrics, where possible, including:
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Environmental Impact Indicators

Eligible Project Category

Renewable Energy

Energy Efficiency

Clean Transport

Pollution Prevention and
Control

Sustainable Water and
Wastewater Management

Social Impact Indicators

Eligible Project Category

Access to Essential Services:
Education

Access to Essential Services:
Healthcare

Affordable Basic Infrastructure:
Fibre Optic Networks and
Broadband Service

Affordable Housing:
Social Housing

Public Transport and
Transportation Infrastructure

Impact Reporting Metrics

Total installed capacity (MW)
Annual renewable energy generation (MWh or GWh)
Estimated annual avoided emissions (tCO,e)

Expected energy savings (MWh)
Estimated annual avoided emissions (tCO,e)
Number of smart meters installed

Number of zero-emission vehicles

Number of EV charging stations installed, indicating total capacity
Estimated number of passengers benefiting from clean transport solutions
Annual passenger-kilometers

Estimated annual avoided emissions (tCO,e)

Total kilometres of new or improved train lines/dedicated bus,

Bus Rapid Transit (BRT), Light Rail Transit (LRT) corridors

Quantity of recycled material (tonnes per year) or Tons of waste reduced

Annual absolute amount of wastewater treated, reused or avoided before and after the project (m?* or %)
Number of people supplied with clean drinking water

Annual absolute water use before and after the project (m* or %)

Number of water meters installed

Impact Reporting Metrics

Number of public education facilities (including kindergarten, primary and/or
secondary schools and universities) supported
Number of individuals benefiting from these facilities

Number of hospitals, beds, and/or population of regions where hospital projects are located
Number of nursing homes, beds, and/or elderly persons benefiting from the nursing homes
Number of rehabilitation centres, beds, and/or individuals benefiting from the rehabilitation centres
Number of homes for the handicapped, beds, and/or individuals benefiting from the homes

Increase of households with internet access (absolute or %)

Number of vulnerable individuals or families benefiting from subsidized housing or number of dwellings
Number of elderly persons benefiting from projects supporting homecare for elderly persons
or number of dwellings

Estimated number of passengers benefiting from transport solutions
Annual passenger-kilometres
Total kilometres of new or improved train lines and/or LRT corridors

Kommunalkredit, subject to the availability of information, will
seek to align its reporting with the approach detailed in ICMA’s
“Handbook — Harmonised Framework for Impact Reporting” (June
2022)* and “Harmonised Framework for Impact Reporting for So-
cial Bonds” (June 2022)%.

19 https://www.icmagroup.org/assets/documents/Sustainable-finance/2022-
updates/Harmonised-Framework-for-Impact-Reporting-Green-Bonds_June-
2022v2-020822.pdf

20 https://www.icmagroup.org/assets/documents/Sustainable-finance/2022-
updates/Harmonised-Framework-for-Impact-Reporting-Social-Bonds_June-
2022-280622.pdf
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6
External Review

Second Party Opinion (pre-issuance)

Kommunalkredit has obtained an independent SPO from ISS Cor-
porate Solutions (ICS) to confirm the validity of this Framework
and its alignment to ICMA’s GBP, SBP and SBG. ICS’s SPO also con-
tains an assessment regarding the alignment of the selection crite-
ria with the EU Taxonomy Climate Delegated Acts. The SPO is avail-

able on Kommunalkredit’s website.
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Disclaimer

This document has been drafted by Kommunalkredit
Austria AG ("Kommunalkredit”) and is intended for the
purpose of presenting Kommunalkredit’s Sustainable
Funding Framework. This document provides general,
non-exhaustive information only and no reliance
should be placed on the completeness of the informa-
tion contained herein. It is based on and may contain or
incorporate by reference information which is publicly
accessible, and which was not separately reviewed, ap-
proved or endorsed by Kommunalkredit. Accordingly,
no representation, warranty or undertaking, express or
implied, is made as to the adequacy, accuracy, reason-
ableness, timeliness or completeness of this informa-
tion as well as we do not assume liability for the com-
pleteness and correctness of the content of these
sources.

Third Party Opinion (post-issuance)

Kommunalkredit also intends to request external verification from
an independent third party on the allocation of the net proceeds
from any green, social or sustainability debt instruments issued
under this Framework on an annual basis until full allocation, or in
the event of significant changes in the allocation of proceeds. The

post-issuance external verification report will be made publicly
available on Kommunalkredit’s website.
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All information contained in this document is the result
of Kommunalkredit’s independent assessment at the
time of publication of this document. None of the fu-
ture projections, expectations, estimates or prospects
in this document should be taken as forecasts or prom-
ises nor should they be taken as implying any indica-
tion, assurance or guarantee that the assumptions on
which such future projections, expectations, estimates
or prospects have been prepared are correct or exhaus-
tive or, in the case of the assumptions, fully stated in
the document. In particular no representation or war-
ranty is given by Kommunalkredit as to any actual issue
of either any green, social or sustainability debt instru-
ment by it. Kommunalkredit reserves the right to mod-
ify or amend the information provided by its Sustain-
able Funding Framework at any time and without prior
notice, but undertakes no obligation to update, modify
or amend this document to reflect actual changes in as-
sumptions or changes in factors affecting these state-
ments or to otherwise notify any addressee if any in-
formation, opinion, projection, forecast or estimate set
forth herein changes or subsequently becomes inaccur-
ate.

Kommunalkredit assumes no liability for the informa-
tion contained in the Sustainable Funding Framework.
Further, Kommunalkredit provides the document free
of charge and therefore neither Kommunalkredit nor
anyone else involved in creating, producing or deliver-
ing the document shall be liable (in tort, contract or
otherwise) for any direct, indirect, incidental, special or
consequential damages arising from the use of the
document, or inability to use the document.

This document is not intended to be and should not be
construed as providing neither legal nor financial ad-
vice. It does not constitute an offer or invitation to sell
or any solicitation of any offer to subscribe for or pur-
chase or a recommendation with regard to any secur-
ities. In addition, nothing contained herein shall form
the basis of any contract or commitment whatsoever.
This document has not been approved by any financial
market authority and it, as well as the information con-
tained therein, has not been independently verified.
The information contained in this document has no re-
gard to any investment objectives, financial situations
or needs of any recipient.
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