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Guideline & prerequisite overview

additional links & documents

Sustainability aspects are central to our investment
process and subject to the due diligence

Requirements Overview
The underlying information document gives an introduction to our process (depicted below) and
advice on information provision and preparation for the Sustainability due diligence call.
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Minimum Criteria
Funds need to provide Information on the fulfillment of minimum criteria in order to qualify for an
investment.

ESG Policy: The fund must have a formal Sustainability/ESG policy that is of satisfactory quality
and accessible to all employees. Policy best practices and guidelines are provided in the side
column. The policy should reflect the funds ESG strategy and be as specific as possible. The
formulated policy should be made available as a separate document.

ESG Policy:
- Topics to be covered: see annex
- UNPRI Guidance

Classification according to Sustainable Finance Disclosure Regulation (SFDR):

Funds must provide a first indication on the Funds classification (Article 6 /8 /8+/9) with initial
information provision to the investment team in the form of the pre-contractual disclosures
according to Art. 8 and 9. This is also contained in the Sustainability questionnaire.

- SEDR pre-contractual disclosure template for
Art 8 funds

Exclusion List: KfW Capital applies restrictions to its operations in relation to certain economic
sectors, which are considered not to be compatible with the ethical, social and environmental
standards of KfW and KfW Capital, as an innovative start-up portfolio should only consist of
sustainable future technologies. Funds must provide Indications on the exclusion list in the ESG
questionnaire.

- KfW Capital Exclusion List

Capability Assessment

KfW Capital assesses the target funds using a standardised and quantified Sustainability
questionnaire. The questionnaire comprises the previously mentioned elements as well as
questions (including those recommended by the UNPRI for limited partners in the venture capital
market), using an ‘ESG Capabilities House’ (see below) for assessment. In addition, KfW Capital
provides an ESG heatmap to support VC Funds in identifying their material ESG topics. Impact
funds are subject to an additional sheet within the questionnaire, and in case of an investment
through the ‘Impact Facility’ also need to fill out the ‘Impact Thesis’ document. Useful Guidance
for impact funds is provided in the VC Impact Playbook

More information on all aspects can be found in the study on Sustainability in VC, published in
cooperation with Boston Consulting Group.

- UNPRI DDQ guestions

- VC Impact Playbook

- UNPRI Responsible Investments in VC
- ESG Study KfW Capital / BCG



https://www.kfw-capital.de/Investment-focus/Investment-programmes/Impact-Facility.html
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/developing-and-updating-a-responsible-investment-policy/11876.article
https://ec.europa.eu/finance/docs/level-2-measures/C_2022_1931_2_EN_annexe_acte_autonome_cp_part1_v5.pdf
https://www.kfw-capital.de/Documents/Sustainability/Exclusion-List-KfW-Capital-2.pdf
https://www.unpri.org/private-equity/responsible-investment-ddq-for-venture-capital-limited-partners/10635.article
https://impactvc.gitbook.io/vcplaybook/investing-in-impactful-business-models/firm-fund-impact-strategy/impact-thesis
https://www.unpri.org/download?ac=15607
https://www.kfw-capital.de/Dokumente/ESG-Report-ESG-s%C3%A4en-Nachhaltigkeit-ernten-(Nov.-2021).pdf

The KfW Capital Sustainability team will discuss the results of the questionnaire as well as other
relevant materials in a meeting with the fund’s management. The meeting agenda follows the
questionnaire structure, providing funds the opportunity to elaborate on their implemented
processes and ESG considerations in the investment process as well as at managing company
level (‘internal sustainabilty’).

ESG Capabilities House

Overarching strategy

Fund's own ESG ‘ °

Core activities

Enabling foundation

Articulate

ambition, rationale, and priotity themes
and ensure implementation in policies.

Impact investing (optional)
Optionally focus on impact
investing themes and comply with

Z@E related guidelines
B

Fund's own ESG criteria

Cansider fund's own ESG criteria and manage relted risks and opportunities proactively

° Origination

Identify ESG themes that
are actively considered in
potential deal activity

° Due diligence

Develop proprietary tools

and policies for assessing

ESG to be integrated into
due-diligence process

Ownership and
value creation
Use ESG lens to engage
with portfolio employees
and contractually agree

upon ESG criteria during
ownership

Measure and
report ESG
Measure financial and ESG
performance

o Exit planning

Evaluate ESG performance
over the whole life-cycle of
an investment

People

People with relevant expertise, credibility, and authority; train, incentivize, and empower team

Operating model

Clearly defined ESG processes and governance model acress firm, including a link to incentives and remuneration

Collaboration and communication externally
Sign international standards and communicate ESG strategy to all internal and external stakeholders

Follow-up & Reporting

Since 2023, KfW Capital conducts an annual reporting on sustainability-related data on GP, fund and
portfolio company level. For reasons of standardization, KfW Capital applies the ESG Reporting
Template of Invest Europe. We collect the reporting data via an external software provider and data.
In order to comply with KfW Capital’s reporting requirements funds need to collect or upload the data

to the provider’s system.

- Reporting Template Invest Europe



https://www.investeurope.eu/invest-europe-esg-reporting-guidelines/esg-reporting-template/
https://www.investeurope.eu/invest-europe-esg-reporting-guidelines/esg-reporting-template/

Annex
Indicative Structure for ESG policy

This list of topics is only intended to provide a general overview with respect to potential aspects of an ESG policy. This
list has neither taken into account any individual investment and business objectives nor the sector and stage focus of a
respective fund.

1. Purpose and goal (and how to reach that goal)

Scope of the policy

Roles and responsibilities/ governance

Membership in associations/ applied principles (for example Principles for Responsible Investments - UNPRI)
Definition of ESG

Fund’'s own ESG criteria
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ESG integration within the investment process



