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| Principles of the Bank
Business Model

14

Landesbeteiligungen

Baden-Wirttemberg GmbH

15,55%

Organisational Structure

Berlin Hyp AG (Berlin Hyp) is a stock corpo-
ration whose shares have been wholly and
solely owned by Landesbank Baden-Wiirttem-
berg (LBBW), Stuttgart, since 1 July 2022. A
control agreement has been in place between
Berlin Hyp and LBBW since 1 August 2022. The
Group structure as at 31 December 2023 was
as follows:

Land Baden-Wiirttemberg Landeshauptstadt Stuttgart
(Kd6R) (Kd6R)

24,99% 18,93 %
Landesbank Baden-Wiirttemberg (AGR)
100 %
Berlin Hyp AG

100 %

Berlin Hyp Immobilien GmbH

As at 31 December 2023, the Berlin Hyp Board
of Management comprised three members who

Sparkassenverband
Baden-Wiirttemberg (Kd6R)

40,53 %

had the following areas of responsibility:

Sascha Klaus (Chair)

- B-One

- Finance

- Governance

- Information technology

- Communications and Marketing
- Personal (staff)

- Internal Audit

- Company Strategy

Maria Teresa Dreo-Tempsch

- Treasury

-> Foreign Sales Real Estate Financing
- Domestic Sales Real Estate Financing
- Portfolio Management

Alexander Stuwe

- Data Management

- Lending (Real Estate and Capital Market)
- Risk Control

- Valuation

- Risk Management (division)

- Future Management Process (division)
- Representatives

Berlin Hyp is divided overall into 16 divisions
with 50 departments and four teams.

With effect from 01.10.2023, three departments
from the existing Domestic Sales Real Estate
Financing division were shifted over to the

new Portfolio Management division. The Bank
believes this move will facilitate the achieve-
ment of its goal of increasing its syndication
activities.



The Supervisory Board of Berlin Hyp has formed
four committees: the Loans Committee, the
Audit Committee, the Presiding and Nomina-
tion Committee and the Remuneration Control
Committee.

Business Activities

Berlin Hyp is a banking institution which
specialises in large-volume real estate financ-
ing for professional investors and housing
companies. The Bank also views itself as an
independent competence centre for commercial
real estate financing and a syndication partner
within the Sparkassen-Finanzgruppe, without
at the same time being a competitor of the
savings banks. Sustainability has been a central
component of the Bank’s business strategy

for years. With regard to the capital market,
Berlin Hyp views itself as a pioneer in the devel-
opment of sustainable refinancing products.

At the same time, the Bank also promotes the
financing of sustainable real estate in order

to help drive the transformation of the real
estate market and contribute to achieving the
goal of climate neutrality. Berlin Hyp's clear
focus, more than 150 years of experience and
the ability to shape digital transformation in
the real estate sector characterise the Bank as
aleading German real estate and Pfandbrief
bank.

As an S-Group partner with its specially
developed Immo product range, the Bank

is creating added value for the Sparkassen-
Finanzgruppe, and in particular for the savings
banks, by offering them a wide range of invest-
ment opportunities relating to Berlin Hyp’s
financing activities. The ImmoDigital portal
solution, launched at the end of 2020, sup-
ports the sale of S-Group products and takes
the digitalisation of transactions a major step
further. Berlin Hyp is actively involved in the
development of S-Group products and services
along the commercial real estate financing
value chain and in this manner seeks to make
alasting positive contribution to the success
of the Sparkassen-Finanzgruppe.

Berlin Hyp is a partner to investors from the
private and commercial real estate sectors. In
addition to capital investment companies and

Locations

Germany and throughout Europe

real estate funds, this also includes housing
construction companies and cooperatives

as well as selected project developers. The
Bank offers its customers individual solutions
for real estate financing in all common asset
classes, either as individual properties orin
portfolios. In addition to traditional mortgage

Amsterdam
loans, the Bank offers guarantees as well as ® PY
building contractor and development financing. OWarsaw

. . . o Y
Through its business model, Berlin Hyp focuses Paris  +
on real estate financing in economic centres in A
Germany and select foreign markets. S
The Bank is an issuer of mortgage Pfandbriefe :
and senior unsecured and subordinated Berl °

. eriin
bonds o.n the capltal‘ market. Both mortgage Dusseldorf
Pfandbriefe and senior unsecured bonds can Frankfurt am Main
also be issued as Green Bonds. As a bank Hamburg
specialising in the financing of commercial real Munich
Stuttgart

estate, Pfandbriefe are the primary refinancing
instruments of Berlin Hyp. These are issued
both as benchmark bonds as well as private
placements in the form of bearer bonds or
registered bonds.

As the issuer of the first Green Pfandbrief,
Berlin Hyp is an ESG pioneer in the capital
market. Its position as such was reinforced in
2021 when, according to its own assessment,
it became the first bank to issue a Sustainabil-
ity-Linked Bond. This was followed by the first
Social Bond issue in May 2022. Berlin Hyp is
the most active issuer of green bonds in Europe
in the commercial bank segment. In addition,
the reporting year marked the first time that
the Bank had more outstanding ESG bonds
than conventional bonds.

Locations

Berlin Hyp is headquartered in Berlin. It

also has domestic sales offices in Dusseldorf,
Frankfurt am Main, Hamburg, Munich and
Stuttgart, as well as abroad in Amsterdam,
Warsaw and Paris.

Products and Services

Berlin Hyp develops individual financing
solutions for its customers. A broad range of
products is used to meet customers’ require-
ments. Among other products, this includes
fixed-interest loans, reference interest rate

15
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loans, cash loans and sureties, framework lines,
interest hedge products, financing products

for construction work (construction enterprises
and developers), business current accounts,
operating equipment loans and overnight
money/term money, as well as valuations and
payment transaction services. These enable the
Bank to offer a full range of customer care as a
real estate financer.

To manage risks and optimise returns, many
financing transactions are processed together
with partners. For the most part, Berlin Hyp’s
product range is therefore consequently suita-
ble for syndicates.

Berlin Hyp has launched a range of stand-
ardised products consistently tailored to the
needs of savings banks, including ImmoSchuld-
schein, which allows savings banks to make
cash investments in senior large-volume real
estate financing transactions, ImmoAval, which
combines co-liability through a guarantee with
simple documentation, ImmoGarant, for which
savings banks represent the entire refinancing
of a financing transaction against a partial
guarantee from Berlin Hyp, InmoNachrang,
which enables savings banks to participate in
personal loans for financing transactions as
subordinated investors, and ImmoBar, which
was introduced in 2023 and is a variant of
traditional syndicated financing.

Since spring of 2023, and in line with the
strategic orientation of the Bank, all Immo
products have been offered via the InmoDigital
portal solution, which was newly developed

in 2020. The Berlin Hyp product portfolio for
savings banks also includes standard syndi-
cated financing and investment products such
as Pfandbriefe and debentures. Berlin Hyp
continually analyses its product and service
portfolio with the aim of establishing its
position over the long term as a partner to the
savings banks for all products and services
relating to the real estate sector.

The sales structure is decentralised and tar-
geted to meet the needs of the savings banks
in order to strengthen the group philosophy.

Declaration by the Members Service

Regional savings bank advisers advise the
savings banks from the Bank’s branches in
Dusseldorf, Frankfurt am Main, Munich and
Stuttgart. An advisory board consisting of the
boards of selected savings banks in all S-Group
regions advises Berlin Hyp twice a year on all
issues relating to the S-Group business.

OnSite ImmoAgent GmbH, a company founded
by Berlin Hyp, provides commercial real estate
inspection services on the market for both
savings banks and third parties.

Sustainability is a central aspect of Berlin Hyp’s
company strategy. Since 2015, Berlin Hyp’s
value chain has included an additional impor-
tant element of sustainability — Green Bonds for
the refinancing of green assets. They thus offer
investors added value beyond the creditwor-
thiness of the bank and its cover funds. Green
Bonds are issued in the form of Green Pfand-
briefe and Green Senior Unsecured Bonds. The
foundation for the sustainable capital market
products the bank issues are Berlin Hyp’s
sustainable financing products, also known as
Green Loans. The financing of green buildings,
among other things, represents an element of
the bank’s sustainability activities that relates
directly to its core business, commercial real
estate financing.

Medium and long-term refinancing is generally
carried out by issuing mortgage Pfandbriefe, as
well as through unsecured issues.



Objectives and Strategies

The Berlin Hyp Board of Management has
summarised the medium to long term company
strategy in a strategy document. The Berlin Hyp
business strategy contained in this document
is closely linked to the LBBW business strategy
and forms the binding strategic framework
forthe Bank’s business activities. It also serves
as the basis for the functional strategies and
operating targets the Bank has developed and
set. The strategic guiding principles maintain
their validity. The strategy and the performance
indicators are verified and, if required, modified
in the annual strategy review process.

Berlin Hyp pursues two mayor strategic goals:

1. Berlin Hyp is the most modern commercial
real estate financier in Germany.

2. Berlin Hyp is an S-Group partner of the
German savings banks.

The Most Modern Commercial Real Estate
Financier in Germany

IAs part of its innovation agenda, Berlin Hyp
is pursuing the consistent implementation of
its digitalisation and innovation activities. In
this regard, important elements, on the one
hand, consist of large-scale internal projects
that aim to digitise and partially automate

the Bank’s key business processes along the
value chain and make them data-driven. In
addition, Berlin Hyp is, according to its own
assessment, actively involved in the digital real
estate ecosystem. Together with innovative
companies, start-ups and established product
suppliers and business partners, the Bank is
also testing new business models and tech-
nologies as well as additional product and
service offerings for its customers and its own
operations.

As an active strategic investor, Berlin Hyp
participates in selected companies while also
entering into strategic partnerships. Wherever
revenue potential exists, this approach allows
the bank to tap into additional earnings
potential adjacent to the core business of real
estate financing.

Moreover, its strategic goal of becoming the
most modern real estate financier in Germany
also involves the achievement of specific
sustainability objectives. Berlin Hyp positions
itself on the market as a sustainable company,
and thereby takes a leading position (sustain-
ability rating ranking) in the industry. In line
with its view of itself as a sustainable financial
services provider, Berlin Hyp feels bound by the
climate targets set by the EU and the Federal
Republic of Germany. The bank’s understanding
of sustainability is intentionally broad here:

For Berlin Hyp, sustainability means not only
reducing its own carbon footprint, but also
promoting, simplifying and financing the
transition to a sustainable economy and in this
manner contributing to the transformation that
is currently under way — not only in terms of
ecology but also with regard to the economy
and society as a whole.

Objective by 2025

share of green buildings
in the real estate portfolio

Within this context, Berlin Hyp adopted a
far-reaching sustainability agenda in 2020.
In line with the Bank’s commitment to
sustainability, the ESG vision, which focuses
holistically on four dimensions in the future,
was set as early as the 2021 financial year:

1. Sustainability in business operations
Berlin Hyp plans to continuously reduce
the adverse environmental effects of its
business operations and thus reduce its
carbon footprint as much as possible. It also
considers itself a responsible employer.

2. Sustainable business portfolio
Berlin Hyp believes that focusing its busi-
ness portfolio on sustainability holds the
key to achieving its defined sustainability
targets. The Bank has set itself the goal of
helping its customers transform buildings
into more energy-efficient and sustainable
properties. Berlin Hyp is committed to
doing its best to make sure its overall loan
portfolio does not exceed the 1.5-degree
pathway defined by the Carbon Risk Real
Estate Monitor (CRREM), which specifies
publicly accessible and science-based CO,
limits for real estate and ensures compli-
ance with the Paris Agreement. To this end,
plans call for the establishment in future of
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a portfolio and price control system that is
optimised in terms of its CO, intensity and
extends along Berlin Hyp’s CREEM-defined
decarbonisation target paths.

. ESG risk management

Berlin Hyp is currently integrating ESG

risk criteria into existing risk management
systems and processes in order to ensure
that all opportunities and risks associated
with its business activity can be identified
and systematically controlled. With the
same goal in mind, the Bank is also contin-
uously further developing its risk man-
agement organisation in accordance with

regulatory standards and recommendations.

Here, the qualitative and quantitative meth-
ods for measuring and controlling ESG risks
will address both financial and non-financial
risks. In addition, suitable ESG metrics with
defined limits or threshold values, as well
as lower limits, are being incorporated into
Berlin Hyp's risk appetite and monitored in
the context of the overall risk report.

Declaration by the Members Service

4. Transparency and ESG capabilities
Berlin Hyp is seeking to maintain a con-
tinuously high ESG transparency through
its external ESG reporting, which is to be
governed by market standards. In addi-
tion, the Bank plans to gradually integrate
sustainability aspects into its normal
ongoing business processes. In addition to
its own activities, Berlin Hyp is also actively
involved in continuing to develop sustain-
ability standards in the real estate and
finance industry.

Through the ambitions and measures defined
for each individual dimension, Berlin Hyp
wants to make an important contribution to
the development of a future-oriented and
sustainable real estate sector.

S-Group Partner of the Savings Banks

As an S-Group partner of the savings banks for
commercial real estate financing, Berlin Hyp
applies its expertise and develops its portfolio
of products and services consistently in line
with the needs of the savings banks. In this
manner, the bank contributes to the success of
the Sparkassen-Finanzgruppe and is position-
ing itself for the long term as a partner and
service provider for all aspects of real estate.
The introduction of the “ImmoDigital” platform
in 2020 created a basis for offering a single
point of entry for savings banks in the S-Group
business through which all financial invest-
ment activities in the S-Group business can be
handled. This also underscores the Bank’s self-
image as a driver of innovation in the group.



Management System

Berlin Hyp's business policies are managed
onthe basis of an annual strategy and plan-
ning process, in compliance with regulatory
requirements and the risk strategy approved
by the Board of Management. The manage-
ment is therefore risk and value-oriented, and
is generally based on the process stages of
planning, implementation, assessment and
adjustment. The central management tools
are the financial statements and budgets, the
financial and risk reports, as well as liquid-
ity, new business and portfolio reports as
prepared in accordance with German commer-
cial law and regulations. Management and
controlling activities also take into account
key performance indicators as defined in the
International Financial Reporting Standards
(IFRS). Potential deviations and their causes
are continuously analysed on the basis of
budget/actual comparisons.

Financial Performance Indicators

Berlin Hyp has defined the following financial
performance indicators as being most impor-
tant for the management of its business
activities:

- Netincome for the year

- Netinterest and commission income

- Cost-income ratio: ratio of operating
expenditure to net interest and commission
income, plus other operating income

- Return on equity: ratio of profit before
income tax, plus the change in the special
item for general banking risks pursuant to
Section 3409 of the German Commercial
Code (HGB) and the average balance sheet
equity including the special item for general

banking risks pursuant to Section 340g HGB.

- Common equity tier 1 ratio: ratio of Com-
mon equity tier 1 capital allocable under
regulatory requirements to the total risk-
weighted assets

- New lending volume

Other supporting financial performance
indicators are also used in management
and controlling activities — for example the
liquidity coverage ratio (LCR), the leverage

ratio (LR) and the IFRS-based indicators of RWA
proceeds productivity and operational sales
performance.

Non-Financial Performance Indicators

Berlin Hyp is committed to the goals of the
Paris Agreement and the climate targets of
the Federal Republic of Germany. As a result,
the Bank’s decarbonisation project in 2023
established the foundation for taking financed
emissions into account when managing the
business portfolio in future. Given the fact
that sustainability aspects relating to the core
business of commercial real estate financing
will play an even more important role in the
Bank’s business activities in future due to
regulatory requirements and the Bank’s stra-
tegic targets and objectives as well, Berlin Hyp
simultaneously decided to no longer view the
two indicators of “Acquisition of new cus-
tomers” and “S-Group business” as the most
important indicators in future, but instead as
supporting indicators.

As a result, the bank has defined the following
non-financial performance indicator as being
most important for the management of its
business activities:

- Financed emission intensity in the business
portfolio: Emissions per area of financed
properties, weighted by financed area.

Other supporting non-financial performance
indicators are also used in management

and controlling activities — for example the
market-based target portfolio (compliance with
defined risk limits for asset classes and regions)
and employee capacity measured in FTEs
(full-time equivalents). In terms of sustaina-
bility, supporting non-financial performance
indicators include the share of green buildings
in the financing portfolio, the capital market
ESG funding mix and the Bank’s sustainability
ratings.

We will address the most important financial
and non-financial performance indicators in

more detail, particularly in the Economic Report.
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Additional sustainability-related performance
indicators and the financed emission intensity
in the business portfolio, and the development
of both, can be found in the non-financial state-
ment in the Management Report.

Service
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Macroeconomic Development?

The development of the global economy was
more robust in 2023 than would have been
expected in light of the drastic tightening of
monetary policy in response to the tremen-
dous increase in inflation. Gross world product
increased by approximately four per centin
the year under review. The development of the
advanced economies was much less dynamic
than was the case with the emerging markets.

As was expected, the eurozone recorded only
weak growth in 2023 (approx. 0.5 per cent),
which was considerably lower than the figure
recorded in 2022. Although inflation was lower
in the reporting year, it nevertheless remained
at a high level. As was mentioned, monetary
policy was quite restrictive, which in turn led to
unfavourable financing conditions. Eurozone
exports also did little to help the overall situa-
tion during the reporting year.

All of the aforementioned negative factors

led to a noticeable decline in GDP growth in
Germany as well. Still, the decrease was not as
severe as had been anticipated, as growth was
only slightly negative (approx. -0.1 per cent).
The biggest declines were recorded for private
consumption and exports. Investment expend-
iture in all segments (buildings, machinery and
other equipment) stagnated at a low level.

! Sources for macroeconomic underlying
conditions: Kiel Institute for the World
Economy (Ifw), IDW.

2 Sources for industry development:
ECB, CBRE, DEKA, IREBS, Savills.

Declaration by the Members Service

Macroeconomic and Sector-Related
Underlying Conditions

Sector Development?

Stock markets developed positively during the
first half of 2023, despite various uncertainties
such as the ongoing war in Ukraine, concerns
about a recession, and ongoing restrictive
monetary policies on both sides of the Atlantic
due to excessively high inflation rates. This was
followed, however, by significant price correc-
tions on the capital markets during the second
half of the year. Declining inflation rates and
the associated hopes for a reduction of interest
rates then caused share prices to rise in the
USA and Europe in the last quarter of 2023,
with both the DAX and the Dow Jones reaching
new all-time highs as a result. The DAX finished
the year (31 December 2023) at 16,752, which
was close to its high for 2023 as a whole. The
Dow Jones closed the year at 37,690. In terms
of the year as a whole, these figures correspond
to anincrease of 19 per cent and just under

14 per cent, respectively.

After ten consecutive increases in the key
interest rate, the Federal Reserve finally took

a break from interest hikes in July and left the
key interest rate at 5.25-5.50 per cent at the
end of the reporting year. The European Central
Bank continued its restrictive monetary policy,
as core inflation remained high in the eurozone
during the year under review. As the year
progressed, the ECB successively increased its
interest rates from 2.0 to 4.0 per cent (deposit
facility rate) and from 2.5 to 4.5 per cent (main
refinancing operations rate). As inflation began
to subside later in the year, the ECB decided

to leave key interest rates unchanged in
October 2023 — which marked the first time it
had done so since July 2022.

During the first quarter of 2023, the ECB pulled
back from its role as an active purchaser on
the bond market. Then, in July 2023, it ended
all reinvestment of maturing bonds in the APP
portfolio, thereby also bringing to an end the
third Covered Bond Purchase Programme,
which had played an important and influential
role on the covered bond market over the past
few years.



Inflation figures and the significant increases
in interest rates implemented by the biggest
central banks became particularly apparent at
the beginning of 2023 in the form of sharply
increasing yields, and also greater market
volatility. Yields then fell rapidly in the fourth
quarter of 2023. This development was due to
declining inflation rates and more optimistic
inflation expectations, as well as the resulting
interest rate reductions by the FED and ECB,
which occurred more quickly than expected and
were also more substantial than what had been
anticipated.

After reaching its highest level (3.45 per cent)
on 28.09.2023, the 5-year swap rate fell to 2.43
per centon 31.12.2023. The 10-year swap rate
ended the year at 2.49 per cent. German gov-
ernment bonds generally displayed a similar
trend. The significant decline in yields towards
the end of the year led to yields on 2-year and
10-year German government bonds to end
2023 close to their lowest level in the reporting
period. Year-end yields here amounted to 2.40
and 2.02 per cent, respectively.

The relevance of covered bonds remained
high for both investors and issuers during the
reporting year. With a total issue volume of
€188.6 billion, the volume of syndicated new
issues was slightly lower than the record level
from the previous year (2022: €201.1 billion).
Shorter terms (up to five years) were dominant
here, not least due to the ongoing inversion in
this part of the swap curve.

The high volume of emissions, combined with
the withdrawal of the ECB from its role as a
purchaser on the bond market, as well as the
altered interest rate environment, led to a
repricing in the covered bond segment starting
at the beginning of the year, whereby the
widening of spreads became significantly more
dynamic in the second half of the year in par-
ticular. The trend of higher risk premiums could
be observed across all the various jurisdictions,
although the differences between individual
jurisdictions and issuers increased.

In this connection, the German Pfandbrief was
able to further consolidate its position as the
most stable product in this asset class. The
spreads of senior unsecured bonds increased
slightly during the reporting year, whereby the
development of the spreads of senior unse-
cured bonds was more pronounced than that of
covered bonds in the first half of the year. The
iBoxx € Banks Senior Preferred increased by 4.0
basis points as compared to the beginning of
the year, while the spread of the iBoxx € Banks
Senior Bail-In increased by 4.8 basis points.

The new issue volume of sustainable bonds
worldwide has been declining since the record
yearin 2021 (USD 1.175 trillion): during the
reporting year, a total volume of USD 807 billion
(2022: USD 904 billion) in green bonds, social
bonds, sustainability bonds and sustainabili-
ty-linked bonds were issued.

The year 2023 was marked by a higher level of
inflation in the eurozone, as well as ongoing
key interest rate hikes in the first nine months
of the year, and weak economic development.
Nevertheless, the interest rate environment
began to display greater stability in the fourth
quarter of 2023, as the ECB did not raise key
interest rates any further during its meetings
in October and December. This situation, along
with the recent decline in interest rates for
construction financing, led gradually to an
ever-higher level of planning reliability in the
real estate investment market towards the
end of the year.

At the same time, discrepancies between

price expectations of buyers and sellers

were very apparent throughout the year and
were reflected in the low transaction volume
recorded in 2023. The investment market for
commercial real estate and for commercially
traded residential real estate in Germany had
a transaction volume of around €28.6 billion
in 2023, a decline of approximately 57 per cent
from the previous year (€66.6 billion).
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Unlike the case in the years before and in

part during the COVID-19 crisis, office real
estate was no longer the most popular form

of property for real estate investors in 2023.

In terms of transaction volume, office prop-
erties ranked fourth in 2023, after logistics,
residential and retail properties. Along with
the structural transformation that is leading to
hybrid work environments (work in offices and
from home), the weak economy in Germany

as compared to its European neighbours has
also had a negative impact on the office real
estate segment. On the one hand, the amount
of capital invested in office properties declined
by approximately 77 per cent to €5.3 billion

in 2023 (previous year: €23.5 billion), while

on the other hand, the rental markets - as
recorded in the five German A cities* - finished
the year with a take-up volume of 2.1 million
square metres, which was the lowest volume
recorded since 2009. Many companies still do
not have any clear strategies with regard to the
new culture of work, how to structure jobs and
workplaces, and the amount of space they need
as a result. New rentals are thus being put off
in many cases —and leases are instead being
renewed or extended to a greater degree than
is normally the case. In 2023, the total volume
of lease renewals/extensions expressed in
square metres reached its highest level in ten
years. At the same time, the further increase
in the highest rents charged for offices in the
top 5 locations (and in central locations within
these) during 2023 indicate excess demand in
relation to supply (despite the current “relo-
cation fatigue”) in the case of modern office
spaces that tend to be of higher value and are
also ESG-compliant. The resilience of the office
sector in the top locations is also confirmed

by the figures for vacancy rates: although the
average vacancy rate for Germany’s five A cities
increased to 6.3 per cent at the end of 2023
and was thus 1.7 percentage points higher
than the figure recorded in the previous year,
the average vacancy rate of 4.6 per cent for
the central business district (CBD) locations

in these five A cities was much lower, and its
increase of 1.2 percentage points was lower
than the increase recorded in 2022.
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With a transaction volume of approximately
€6.9 billion, the logistics property market
attracted more investment capital than any
other real estate segment in 2023, although
this relatively solid result also reflects a
decline in revenue of 34 per cent (previous
year: €10.6 billion). The fact that this decline

in revenue was not any higher has to do in part
with the significant increase in the highest
rents charged for new rentals and renewals/
extensions. In other words, despite higher net
initial yields, the net present value of logistics
properties appears to be relatively robust and
thus attractive. One key reason for this favour-
able development for investors is the ongoing
shortage of space (supply side) in established
logistics regions - the potential for new green-
field development is very limited due to restric-
tive regulations on soil and surface sealing. As
a result, robust demand for modern spaces with
high energy-supply standards could not be met
by what was an insufficient supply of space,
and this demand therefore increasingly shifted
to less well established regional markets along
international transport corridors. At the same
time, the logistics property segment continued
to benefit from increasing digitalisation and
the growth of online retail operations.

Transaction volume for commercially traded
residential real estate amounted to approx-
imately €5.7 billion in 2023 (previous year:
€13.8 billion, corresponds to a decrease

of 59 per cent). This was the second-highest
transaction volume among all types of real
estate. In a situation similar to that brought
about by the low vacancy rates for logistics
properties throughout Germany, the residential
real estate investment market is benefiting
from a low level of vacancies in combination
with higher rents in major cities and the simul-
taneous decline in new residential construc-
tion. Increased construction costs for residen-
tial buildings (prices in November 2023 were
more than four per cent higher than in Novem-
ber 2022), are making it significantly more
difficult to build new (relatively low-cost) hous-
ing, which in turn offers investors potential in
terms of rent increases in future. Moreover,
the higher interest rates in the construction
industry at the moment are making residential



properties unaffordable for many households,
which means that additional demand will be
generated on the rental-apartment market,
where demand has already increased due to
the current high level of immigration.

Retail properties stand out through the

great variety of businesses that operate in
them. Allin all, transaction volume in the

retail property segment totalled €5.4 billion

in the reporting year, which corresponds

to a decrease of approximately 43 per cent
(previous year: €9.4 billion). This decline was
largely due to developments in the specialist
shop and food retail segments (including local
retail and specialist centres). These segments
accounted for 59 per cent of total investment
volume, which was 11 percentage points
higher than the corresponding figure for 2022.
The shopping centre segment displayed very
little dynamic developmentin 2023 on the
other hand, as structural upheavals in the user
market, stringent design and construction
requirements for properties, the high transac-
tion volume in this sub-segment to begin with,
and generally more restrictive financing condi-
tions all served to inhibit investment activity.
In addition, dampened consumer sentiment
and a loss of purchasing power in real terms in
2023 led to a drop in retail sales, which in turn
caused investors to lose confidence in retail
properties (with the exception of the local retail
segment).

The mood in the hotel real estate segment in
2023 was relatively positive as compared to
the other segments. Although the amount of
capital invested in hotel properties decreased
by 24 per cent, from €1.9 billion in 2022 to

just under €1.5 billion in 2023, this decline

was nevertheless the lowest among all types

of real estate. Hotel occupancy rates did not
recoverin 2023 to the extent that the pre-
COVID level from 2019 was exceeded, but the
average nationwide room price in Germany
was in fact 14 per cent higher thanin 2019. In
this sense, average revenue per available room
(RevPAR) was higherin 2023 thanin 2019. At
the same time, this positive development was
accompanied by increases in the cost of energy,
personnel and various goods. The inflation that

has led to these higher costs not only adversely
affects the operating business; it also inhibits
the development of hotel projects through

its impact on financing costs and the cost of
building materials. At the same time, from an
investor’s point of view, the foreseeable lack

of new hotel construction projects makes the
existing properties more attractive, meaning
that these might increasingly come into play
infuture.
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New lending

including long-term
extensions
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€5.1..

Declaration by the Members

Service

Business Development

Difficult underlying conditions made the 2023
financial year particularly challenging for the
banking industry. In particular, the effects of
geopolitical conflicts such as the ongoing Rus-
sia-Ukraine war and the new military conflict in
the Middle East, as well as restrictive monetary
policies and noticeable price increases, are
having a negative impact on the real economy
and have led to declining transaction volumes
on the commercial real estate market.

Despite this difficult environment, Berlin Hyp
was once again able to achieve success and
further strengthened its position as one of the
leading real estate and Pfandbrief banks. With
profit before income tax in the amount of
€123.9 million, the previous year’s figure was
exceeded? by nearly 25 per cent.

The effects of the crisis in the real estate
sector became particularly apparent in the
core business in the form of negative rating
changes, the inclusion of exposures in the
increased support in the back office and the
need to make additional valuation allowances.
Berlin Hyp regularly analysed the potential

of property types affected by the negative
developments, as well as the associated financ-
ing, and then discussed its findings within the
framework of task forces. Defaults occurred
only in specific cases, whereby this was due

to the conservative risk strategy and the high
share of financing in good and very good rating
classes. In order to be able to address any
possible intensification of the crisis, the Bank
further increased the model adjustment to a
total of €131.8 million as part of the lump-sum
value adjustments. The special item pursuant
to Section 3409 of the German Commercial
Code (HGB) was also further strengthened by
the addition of €50.0 million.

In 2023, Berlin Hyp continued to pursue the
objective of becoming the most modern real
estate financier in Germany. Along with several

3The period-specific year-on-year comparison figures (pro
forma figures) relate in each case to the entire 2022 calen-
dar year and result from the addition of the figures from the
two short financial years (01.01.2022 to 30.06.2022 and
01.07.2022 to 31.12.2022). No required adjusted entries
were made during the year, as any associated changes were
by their nature of minor importance.

implementation projects necessitated by
regulatory requirements, the areas of focus in
the financial year included further digitalisation
of the core processes, the continuous mod-
ernisation of the IT system environment, the
implementation of measures to ensure compli-
ance with the requirements of the 7th MaRisk
amendment and the ongoing integration of
ESG into business operations in accordance
with the ESG implementation agenda. The
latter includes the further expansion of the ESG
product range within the Sustainable Finance
Framework and the expansion of the risk
methodology in the ESG context. With regard to
the decarbonisation of the real estate industry,
Berlin Hyp initially launched a decarbonisation
project in the fourth quarter of 2022 and then
began executing itin 2023. The measures
necessitated by the findings are being imple-
mented in 2024. Detailed information on

the decarbonisation project can be found in
Section 1.2 of the non-financial statement. Fur-
ther Bank activities in the ESG context included
the implementation of measures to ensure
compliance with regulatory requirements
resulting from the ECB thematic review and the
7th MaRisk amendment.

The Bank expanded the scope of application for
the system for analysing and processing loan
applications, which was developed in-house
and was launched in 2022. As a result, it is now
possible to depict virtually the entire range

of real estate financing using this internal
platform. In addition, key components of port-
folio analysis and processing were integrated
into the system in 2023 and the new release is
to be made available to users at the beginning
of 2024. The KYC tool that was developed for
first-time legitimation and identification of
customers was transferred into production in
the first half of 2023 and has been continuously
optimised ever since. The expansion of the
tool’s features will increase the benefits for
customers and also improve internal processes
in 2024. The ImmoDigital platform enjoyed
greater acceptance in the savings bank sector
in 2023 and the Bank’s internally developed
Syndication Hub was also launched in the
reporting year. With these two developments,
Berlin Hyp is now able to externally place



financing with interested partners in a very
efficient and effective manner. We continue to
believe that ensuring the central availability of
data while maintaining high quality standards
is a key factor in terms of being able to respond
flexibly and quickly to customer requests and
regulatory requirements.

Digitalisation also continues to move ahead
with regard to Corporate Centre processes.
One example here is the new HR Suite, which
was launched on 1 January 2024. The launch
improved existing employee self-service

and management self-service processes and
digitalised new and previously analogue
processes such as the one used to register for
qualification measures. These activities have
not been completed yet, as further process
digitalisation measures are currently being
planned. Following the successful conclusion of
the acquisition process, various cultural initi-
atives were further pursued within the frame-
work of integration into the LBBW organisation.
These include the B-One Lunch, the “Talks with
Managers” series and the junior staff network.
Joint Best Practice Days were also organised

in order to strengthen the feeling of together-
ness. In addition, Berlin Hyp employees were
invited to attend the LBBW staff party and were
also invited to participate in additional internal
events and activities. Awomen’s network and
the “Brave” LGBTTIQ network were established
in order to support diversity, inclusion and
equal opportunity, and other networks and
formats were also created with the same goalin
mind. Diversity was a focus of various internal
activities as well. For example, transparency
was established with regard to planned,
launched and ongoing diversity measures,
which were also prioritised.

In view of regulatory and strategic require-
ments especially, the organisational structure
as well as job descriptions and associated
requirements are continuously reviewed and,
where necessary, adjusted as needed. During
the reporting period, the focus here was on
ESG, risk IT, digitalisation, regulatory require-
ments and IFRS compliance.

With regard to the construction of our new
headquarters, the building shell work was com-
pleted as the year progressed and the topping
out ceremony was held in October. The facade
was then closed on schedule at the end of
theyear, and finishing and extension work has
also begun. At the same time, the effects of
the COVID-19 pandemic, the war in Ukraine
and the associated supply chain issues, price
volatility and inflationary tendencies continue
to present challenges for the construction
project, although the situation in general
improved somewhat throughout the course

of the reporting year.

At the reporting date of 31 December 2023, the
Bank continued to hold three strategic invest-
ments with active business operations: the
company OnSite ImmoAgent GmbH, which was
founded by Berlin Hyp and in which another
strategic investor is involved, 21st Real Estate
GmbH, which, however, was sold to a property
appraisal company in the Scout24 Group on
22.12.2023 (with economic effect after the
reporting date), and the Bank’s interest in the
venture capital fund PropTech1 Fund 1 GmbH &
Co. KG. Additional opportunities for invest-
ments will also be continuously examined in
future within the framework of our efforts to
explore new business approaches and potential
strategic cooperation projects along the CRE
financing value chain.

New Lending Below the Previous Year’s Level
Berlin Hyp recorded contracted new lending in
the amount of €2.9 billion for 2023, which was
significantly below the result from the previous
year (€5.8 billion). With realised extensions
(capital employed = 1 year) of €2.2 billion
(previous year: €1.1 billion), this put the total
new lending volume at €5.1 billion (previous
year: €6.9 billion). Despite the ongoing market
uncertainties, this figure is still at the planned
level.

A total of 74 per cent of the new lending
volume* recorded by Berlin Hyp in 2023
(previous year: 69 per cent) was accounted
for by domestic properties, with 30 per cent

* Contracted new lending, excluding extensions.
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(previous year: 45 per cent) of these in A cities,
28 per cent (previous year: 16 per cent) in B
cities and 16 per cent (previous year: eight per
cent) in other locations in Germany. 26 per
cent (previous year: 31 per cent) involved the
financing of properties abroad. These were
distributed across the lending regions of Neth-
erlands at 15 per cent (previous year: 12 per
cent, Poland at seven per cent (previous year:
nine per cent), France at two per cent (previous
year: ten per cent) and Belgium at two per cent
(previous year: zero per cent).

Regions
in%
Germany — A cities 30
Germany — B cities 28
Germany — other 16
International 26

At 60 per cent (previous year: 73 per cent),
most new lending® related to the investors
customer group. Another 16 per cent (previous
year: 20 per cent) was realised with developers
and builders. Contracts with housing societies
accounted for 24 per cent (previous year: seven
per cent) of new business*.

New lending* is broken down by property type
as follows:

Property types
in %
Residential 44
Office 32
Logistics 13
Retail 7
Other 4

Management 0

4 Contracted new lending, excluding extensions.
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Public Sector Lending Unchanged

The Bank no longer actively pursues new public
sector lending in accordance with its strategy.
As in previous years, no new loans were issued
in 2023. The loan volume remained unchanged
at €0.4 billion and will gradually decline as and
when individual loans become due.

S-Group Business Remains Stable

The total volume of S-Group business con-
ducted with S-Group partners in the 2023 finan-
cial year amounted to more than €1.2 billion
(previous year: €1.3 billion). This corresponds
to a share of 24 per cent of the Bank’s total
new lending. The exposure to savings banks in
connection with joint financing amounted to
€4.4 billion (previous year: €4.3 billion) as at
31.12.2023. This corresponds to a share of 13
per cent (previous year: 13 per cent).

The number of business relationships with
savings banks increased further with 178 insti-
tutions (previous years: 170 institutions) from
all S-Group regions. At the end of 2023, 100 of
these institutions were using the ImmoDigital
platform.

With the introduction of a new version in spring
of 2023, all Immo products for savings banks
are now being offered via the ImmoDigital
platform and all associated processes are now
digitalised as well.

Refinancing Guaranteed at All Times

Medium and long-term refinancing is generally
carried out by issuing mortgage Pfandbriefe
and unsecured bonds. During the reporting
period, the Bank borrowed approximately

€4.8 billion in capital using these instruments.
The Bank had market access at all times. With

a total of seven benchmark transactions, five
denominated in euros and two in Swiss francs,
the Bank was a regular issuer on the syndicated
bond market. The Bank celebrated yet another
premiere in January 2023, when it placed its
first ESG dual tranche, consisting of a long
three-year Social Bond and a ten-year Green
Bond. With 19 outstanding benchmark issues,
Berlin Hyp remains the most active issuer of
green bonds in the commercial bank segment.



Equity Position Strengthened through
Further Additions

The common equity tier 1 ratio is 15.4 per
cent (previous year: 13.7 per cent) and the
total capital ratio is 17.1 per cent (previous
year: 15.5 per cent), taking into account the
approval of the annual accounts. By reinforcing
the special item for general banking risks in
accordance with Section 340g of the German
Commercial Code (HGB) with an additional
€50.0 million (previous year: €75.0 million),
the Bank was able to increase its capital ratios
despite lower risk assets. The common equity
tier 1 ratio achieved by the Bank exceeded its
forecast from the previous year. The Bank also
continues to comply with the additional capital
coverage requirements as stipulated by the
supervisory authorities.
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Earnings Situation

Operating result

(after risk provisioning)

€175.4

million

30

The acquisition of Berlin Hyp by LBBW, with
effect from 1 July 2022, resulted in two short
financial years in the 2022 calendar year.

The period-specific year-on-year comparison
figures (pro forma figures) relate in each case
to the entire 2022 calendar year and result
from the addition of the figures from the two
short financial years (01.01.2022 to 30.06.2022
and 01.07.2022 to 31.12.2022). No required
adjusted entries were made during the year, as
any associated changes were by their nature of
minor importance.

Significant Increase in Profit Before

Income Tax

Berlin Hyp recorded profit before income tax of
€123.9 million in the 2023 financial year. This
was significantly above previous year’s figure of
€99.7 million.

The reasons for this development of profit are
described in the following sections.

Significant Increase in Net Interest Income
Compared to the previous year, net interest
income increased significantly by €42.3 million
to €498.3 million. This positive development
was mainly due to an increase in the average
mortgage loan portfolios of €2.1 billion, with
stable margins in the core business. One-
time earnings of €45.2 million (previous year:
€35.6 million) resulted from the closing of the
swap options that are no longer required to
hedge termination rights in accordance with
the German Civil Code (BGB), as well as from
the closing of additional derivative items.

Decrease in Net Commission Income
Compared to the previous year, net commis-
sion income decreased by €5.6 million to
€18.2 million. The key components of the net
commission income calculation are commission
income from the lending business (which, like
new lending, was lower than in the previous
year) and expenditure for sureties and credit
brokerage. Furthermore, additional credit
processing fees are distributed in the interest
margins over the term.

Declaration by the Members Service

Almost No Change to Operating Expenditure
Operating expenditure comprises staff expend-
iture, other operating expenditure, deprecia-
tion on tangible fixed assets and amortisation
of intangible assets. At €207.0 million,
operating expenditure was only slightly above
the previous year’s figure of €206.6 million.

Compared to the previous year, staff expendi-
ture increased by €2.8 million to €93.7 million.
This moderate increase was due an increase in
workforce numbers and salary adjustments.

Other operating expenditure amounted to
€99.8 million and was thus €5.3 million below
the previous year’s figure. This decrease was
mainly due to a lower bank levy. The part of
the bank levy recognised in profit decreased
to €16.4 million (previous year: €25.5 million).
For the first time, Berlin Hyp took the oppor-
tunity to cover 22.5 per cent or €4.7 million

of the payment amount with an irrevocable
payment obligation to the Single Resolution
Board. Other key elements of other operating
expenditure are legal and consulting costs,

IT expenditure and building and premises
costs. Due to the ongoing process of teaming
up with LBBW and the implementation of
strategically essential projects, other operating
expenditure, adjusted for the bank levy, rose
only moderately and within expectations.

Depreciation of tangible fixed assets and
amortisation of intangible assets increased by
€2.9 million to €13.5 million, whereby this was
mainly due to the expansion of digitalisation
activities.

Improved Other Operating Result

The other operating result was supported

by a settlement payment and amounted to
€1.2 million. This was significantly above
previous year’s figure of -€12.0 million.

That result mainly comprised the real estate
acquisition tax expenses expected from the
sale of Berlin Hyp, as well as further additions
to provisions.



Risk Provisions Impacted by Individual
Defaults and an Increase to the Model
Adjustments

The net allocation to lending risk provisioning,
including receipts on receivables written off

in the previous year, totalled €152.1 million
(previous year: net release of 13.2 million).
Despite the conservative risk policy and the
high-quality loan portfolio, developments on
the real estate markets made it necessary to
perform valuation allowances for certain expo-
sures. The effects of the crisis in the real estate
sector also became apparent in the form of
negative rating changes in some cases. In order
to be able to address any possible intensifica-
tion of the crisis, the Bank increased the model
adjustment for valuated loans by €47.9 million
to €127.0 million as part of the lump-sum value
adjustments. Conversely, as a result of the
decrease in irrevocable loan commitments, the
reserves for these were reduced by €4.0 million
to €4.8 million. A relatively low level of existing
provision reserves were reversed. A detailed
overview of the development of the lending risk
provisioning can be found in the notes.

The result for securities in the liquidity
reserves was mainly impacted by positive
valuation effects. Net earnings here amounted
to €16.8 million. In the same period in the
previous year, capital losses resulted in a net
expenditure of €99.6 million.

Net Income from Financial Assets Affected
by One-Off Effects

Net income from financial assets of

—€1.4 million includes an adjustment to the
investment book value of 21st Real Estate
GmbH. The Bank’s financial participation in
that company was sold off with effect from
02.01.2024.1n 2022, the bank reported zero
net income from financial assets.

Further Additions to the Fund for General
Banking Risks

The Bank used the positive development of
earnings to allocate an additional €50.0 million
(previous year: €75.0 million) to the fund for

general banking risks pursuant to Section
3409 of the German Commercial Code (HGB).
This fund amounted to €800.0 million as at the
reporting date.

Significant Improvement to Profit Before
Income Tax

The Bank recorded profit before taxes in the
amount of €123.9 million. This represents an
increase of €24.2 million compared with the
same period in the previous year.

Income Tax and Net Income

Income tax expenditure for the 2023 financial
year amounted to €48.9 million. The acquisi-
tion of Berlin Hyp by LBBW led to the termi-
nation of the income tax unity and the profit
and loss transfer agreement with Landesbank
Berlin Holding with effect form 30.06.2022.
Taking into account loss carryforwards from
the period prior to this termination, income tax
expenditure for the previous year amounted

to only €28.7 million. Despite the further
reinforcement of the special item for general
banking risks, net income totalled €75.0 million
(previous year: €71.0 million).
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Earnings Development 01.01.-31.12.23  01.01.-31.12.22 Change Change
€m €m €m %

Net interest and commission income 516.5 479.8 36.7 7.6
Net interest income 498.3 456.0 42.3 9.3

Net commission income 18.2 23.8 -5.6 -23.5
Operating expenditure 207.0 206.6 0.4 0.2
Staff expenditure 93.7 90.9 2.8 3.1
Other operating expenditure 99.8 105.1 5.3 -5.0

of which expenditure for bank levy 16.4 25.5 -9.1 -35.7
Depreciation on tangible fixed assets 13.5 10.6 2.9 27.4
Other operating income/expenditure 1.2 -12.0 13.2 -
Operating result before risk provisioning 310.7 261.2 49.5 19.0
Risk provisioning -135.3 -86.4 -48.9 56.6
Valuation result of lending business -152.1 13.2 -165.3 -
Valuation result of securities business 16.8 -99.6 116.4 -
Operating result after risk provisioning 175.4 174.8 0.6 0.3
Net income from financial assets -1.4 0.0 -1.4 -
Fund for general banking risks 50.0 75.0 -25.0 -33.3
Other taxes 0.1 0.1 0.0 0.0
Profit before income tax 123.9 99.7 24.2 24.3
Income taxes ("-" = earnings) 489 28.7 20.2 70.4
Netincome 75.0 71.0 4.0 5.6



Net Assets Position

Increase in the Balance Sheet Total

Compared to the previous year, Berlin Hyp’s
balance sheet total (as at 31.12.2023) rose by
€1.0 billion to €35.5 billion. The increasein

the mortgage loan portfolios on the asset side
of the equation, which was in line with the
strategy, was accompanied by a slight reduction
of fixed-interest debentures.

Changes in Major Balance Sheet Items
Claims against banking institutions increased
by €0.1 billion to €0.3 billion. These mainly
consist of accrued interest from interest swaps
and fixed-term deposits.

The increase in claims against customers of
€1.2 billion to €29.2 billion can be attributed
to the positive development of the mortgage
loan portfolios. Additions from new lending,
which were offset only slightly by planned and
extraordinary outflows through early principal

Countries
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repayments, led to a €1.2 billion increase in
mortgage loans, to €28.7 billion. The public
sector lending portfolio, which is not strategic
anymore, remained unchanged at €0.4 billion.
The amount of loan commitments not yet dis-
bursed decreased significantly, by €1.3 billion
to €2.0 billion in the reporting year.

The portfolio of debentures and other fixed-
interest securities decreased by €0.3 billion to
€5.3 billion. Nominal additions of €1.1 billion
were offset by nominal disposals of €1.4 billion.
All securities are allocated to the liquidity
reserve and are partially used to cover Pfand-
briefe issued by the Bank.

As at 31 December 2023, the issuer structure of
the securities portfolio was as follows:

Lending Risk
in % 13
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49.3
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Sovereign risk
Supranational
Sovereign guaranteed
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Companies (in Germany and abroad)
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The decrease in liabilities to banking
institutions of €2.1 billion to €2.7 billion was
mainly due to the complete repayment of liabil-
ities stemming from the targeted longer-term
refinancing operations (TLTRO) of the Deutsche
Bundesbank. On the other hand, repo (repur-
chase) transactions increased by €0.4 billion to
€2.0 billion.

Liabilities to customers increased as com-
pared to the previous year — by €1.4 billion to
€6.0 billion, whereby this was mainly due to a
higher level of fixed-term deposit liabilities.
Securitised liabilities to customers increased
by €1.0 billion to €23.1 billion. New issues

of €7.3 billion were offset by maturities of
€6.3 billion.

Equity

Berlin Hyp’s subscribed capital amounted to
€753,389,240.32 as at 31 December 2023. It
is fully paid up and divided into 294,292,672
bearer shares. The shares have a theoretical
value of €2.56. Furthermore, the special item
for general banking risks pursuant to Section
3409 of the German Commercial Code (HGB)
was €800.0 million (previous year: €750.0 mil-
lion) as at 31 December 2023. Subordinated
capital of €118.4 million (previous year:
€141.1 million) can also be taken into consider-
ation as available under regulatory law.

During the reporting year, the requirements
with respect to regulatory capitalisation (CRR
II/CRD V, Solvency Regulation) were complied
with as at the individual reporting dates.

Berlin Hyp identifies regulatory capital backing
for counterparty default risk with the aid of the
IRB-based approach (internal ratings-based
approach). Operational risk is calculated using
the Advanced Measurement Approach (AMA).
The common equity tier 1 capital after adoption
was €1,657.3 million as at 31 December 2023,
equity was €1,841.1 million, and overall risk
(RWA) amounted to €10,753.2 million. The cap-
ital ratios were 15.4 per cent for the common
equity tier 1 ratio and 17.1 per cent for the total
capital ratio.

Declaration by the Members Service

The profit and loss account for the financial
yearin 2023 shows a balance sheet profit of
€75,139,627.43. The Board of Management
and the Supervisory Board will propose to the
Annual General Meeting that a total amount
of €75,044,631.36 be used to pay a dividend
of 25.5 cents per share, with the remaining
balance sheet profit of € 94,996.07 to be
carried forward to new account.

Additional Performance Indicators

The leverage ratio as determined at 31.12.2023
was 4.5 per cent (previous year: 4.5 per cent).
The balance-sheet-oriented minimum require-
ment for eligible liabilities (MREL) has become
relevant for reporting in 2022 based on the
decision of the liquidation authority. As a result
of the Bank’s incorporation into the LBBW
Group, the liquidation authority changed the
previously valid external minimum require-
ments for eligible liabilities (MREL) into
internally valid requirements in January 2023,
and also reduced these. As at 31.12.2023, the
internal MREL effective based on the total risk
exposure amount (TREA) was 22.2 per cent
(previous year: 72.8 per cent — external MREL
ratio); the figure based on the leverage ratio
exposure (LRE) was 6.5 per cent (previous year:
24.0 per cent — external MREL ratio).

The ratio of net income amounting to

€75.0 million and the balance sheet total as at
31 December 2023 amounting to €35.5 billion
results in a return on capital of 0.2 per cent
asat 31 December 2023.



Financial Position

In the reporting period, the refinancing funds
raised amounted to €4.8 billion. Of this total,
€3.5 billion were attributable to mortgage
Pfandbriefe and €1.3 billion to unsecured
bank bonds, which were assumed at very good
conditions compared to competitors. Approxi-
mately €533 million in covered and €953 mil-
lion in unsecured bonds were issued as private
placements.

Berlin Hyp began its refinancing activities
early in the reporting year, issuing a ESG dual
tranche - consisting of a Social Bond and a
Green Bond - right at the beginning of January.
This combination of bonds with two different
types of use of proceeds was a first not only for
Berlin Hyp, but also for the European capital
market. The Social Bond was issued with along
term of three years, with a re-offer spread of
mid-swap +1, and the Green Bond was issued
with a term of ten years, with a mid-swap +11.
Each bond has a volume of €500 million. The
coupons are 3.0 per cent each. More than 170
investors invested in the bonds, whereby the
final order volume was €3.6 billion. Approx. two
thirds of the bonds were placed in Germany.

Berlin Hyp subsequently appeared on the
eurozone capital market with syndicated bonds
three more times during the year under review.
After issuing a conventional covered bond in
the amount of € 750 million in February, the
Bank issued a Green Bond in the amount of
€750 million and a Social Bond in the amount
of €500 million. Berlin Hyp has also estab-
lished itself as a major player on the Swiss
capital market. In the beginning of February
and in mid-October, the Bank issued green
senior preferred bonds with a volume of CHF
150 million and CHF 100 million, respectively.
Berlin Hyp now has more outstanding ESG
bonds than conventional bonds (as at the
reporting date).

Regarding liquidity management, regulatory
requirements were complied with during the
entire reporting period, as measured by the
ratios LCR and NSFR.

Berlin Hyp’s ratings remained unchanged for
all asset classes as at the reporting date. As at
the reporting date, Moody'’s rated Berlin Hyp's
mortgage Pfandbriefe Aaa with a stable
outlook, while the senior preferred and senior
non-preferred ratings remained at Aa3 and A2,
respectively. Fitch continued to rate the senior
preferred and senior non-preferred bonds A
and A- respectively. The respective outlooks
were evaluated to be stable both by Moody’s
and Fitch.

Aaa

from Moody's

Pfandbrief issue rating
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Refinancing funds! Portfolio New issues? Maturities? Portfolio
without pro without pro
rata interest 01.01.- 01.01.- rata interest

31.12.22 31.12.23 31.12.23 31.12.23
€m €m % €m €m

Mortgage Pfandbriefe 14,221.3 3,315.0 72.8 1,797.3 15,739.0

Public Pfandbriefe - - - - -

Other bearer bonds,

non-preferred 2,575.0 - - 525.0 2,050.0

Other bearer bonds,

preferred 3,747.0 220.0 4.8 610.0 3,357.0

Registered mortgage Pfandbriefe 1,620.8 2253 4.9 181.0 1,665.1

Registered public Pfandbriefe 200.0 - - 59.0 141.0

Borrower’s note loan (Schuldschein),

non-preferred 86.7 - - 21.0 65.7

Borrower’s note loan (Schuldschein), preferred 281.6 65.0 1.4 27.5 319.1

Registered bonds, non-preferred 1,202.5 9.6 0.2 19.0 1,193.1

Registered bonds, preferred 195.9 168.0 3.7 - 363.9

Subordinated bearer bonds - - - - -

Subordinated borrower’s note loans

(Schuldscheine) 119.5 - - - 119.5

Subordinated registered bonds 108.0 550.0 12.1 - 658.0

24,358.3 4,552.9 100.0 3,239.8 25,6714
1Zero balances.

2New issues incl. capitalisation at zeros.

3Maturities and early repayments incl. terminations.

Capital market refinancing in Portfolio New issues? Maturities* Portfolio

foreign currencies:? without pro 01.01.- without pro

rata interest 31.12.23 01.01.- rata interest

31.12.22 31.12.23 31.12.2023

CHF m CHF m % CHF m CHF m

Mortgage Pfandbriefe in CHF 200.0 - - - 200.0
Other bearer bonds, CHF preferred 605.0 250.0 100.0 - 855.0
805.0 250.0 100.0 - 1,055.0

! Zero balances.

2Exchange rate used in the balance sheet as at 31.12.2023: EUR/CHF 0.9260.

3New issues incl. capitalisation at zeros.
4Maturities and early repayments incl. terminations.



Financial and Non-Financial
Performance Indicators

Financial Performance Indicators

Net income developed positively in line with
expectations and amounted to €75.0 million as
at the reporting date. It was thus €4.0 million
higher than in the previous year. Net income for
the reporting year includes a further addition
of €50.0 million (previous year: €75.0 million)
to the special item for general banking risks
pursuant to Section 340g of the German Com-
mercial Code (HGB), as well as higherincome
tax expenditure of €48.9 million (previous
year: €28.7 million) due to the termination in
mid-2022 of the income tax unity and the profit
and loss transfer agreement with Landesbank
Berlin Holding AG.

Contrary to what was forecast, net interest

and commission income increased signifi-
cantly in 2023, to €516.5 million, which was
€36.7 million higher than in the previous year.
This positive development was particularly due
to anincrease in the average mortgage loan
portfolios of €2.1 billion, with stable margins
inthe core business.

The cost-income ratio improved — from 42.9 per
cent to 40.0 per cent. Positive effects here were
generated by the increase in net interest and
commission income and the improved other
operating result, with virtually unchanged oper-
ating expenditure. In terms of its planning, the
Bank expected a slight increase of the cost-
income ratio for the financial year as a whole.

At 10.0 per cent (previous year: 11.3 per cent),
return on equity, which also takes into account
the allocation to the fund for general banking
risks pursuant to Section 340g of the German
Commercial Code (HGB), was at the upper end
of the target range.

At 15.4 per cent after adoption (previous year:
13.7 per cent), the common equity tier 1 ratio—
after the allocation of €50.0 million (previous
year: €75.0 million) to the special item for
general banking risks pursuant to Section 340g
of the German Commercial Code (HGB) - cor-

responds to the expectations, even taking into
consideration the stricter equity requirements
according to CRR II/CRD V. As at 30.06.2023,
the Bank had forecast a common equity tier 1
ratio of 14.9 per cent and a total capital ratio of
16.5 per centfor31.12.2023.

At €2.9 billion, new lending volume was at the
level of the forecast value and also significantly
lower than the figure recorded in the previous
year (€5.8 billion). Including long-term exten-
sions in the amount of €2.2 billion (previous
year: €1.1 billion) new lending amounted to
€5.1 billion (previous year: €6.9 billion). In light
of the war in Ukraine and the ongoing difficult
market environment, the Bank had anticipated
new lending volume including long-term
extensions to be at this level in the year under
review.

Non-Financial Performance Indicators
Financed emission intensity — the most
important non-financial performance indi-
cator-is measured and reported in kg CO,/
m2/p.a. as at the respective reporting date.
Together with the defined CRREM reference
path for the Bank’s real estate financing port-
folio, which points the way towards net zero,
financed emission intensity forms the nucleus
of Berlin Hyp’s controlling approach in this
area. At the end of 2023, Berlin Hyp’s financed
emission intensity amounted to 30.0 kg CO,/
m2/p.a. (previous year: 31.0 kg CO,/m?/p.a.),
which is lower than the CRREM reference path.
As it moves ahead towards achieving its long-
term goal of net zero by 2050 at the latest, the
Bank has set a financed emission intensity of
17.3 kg CO,/m?/p.a. as a medium-term target
for 2030. Further information can be found in
Section 1.2 of the non-financial statement.

The two indicators of “Acquisition of new
customers” and “S-Group business” that were
previously viewed as the most importantindi-
cators are to be used as supporting indicators
in future. The share of new lending with new
customers was 39 per cent (previous year: 48
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per cent) of the total volume of new lend-
ing, which was significantly higher than the
expected share of 20 per cent for the 2023
financial year as a whole.

The share of new lending accounted for by
business conducted with S-Group savings bank
partners and the share of exposure accounted
for by exposure to savings banks in connection
with joint financing reflect both the Bank’s stra-
tegic goal of positioning itself as an S-Group
partner of the savings banks and its brand core,
which is based on partnership. Furthermore,
Berlin Hyp strives to expand its product and
service portfolio consistently in order to further
increase its appeal as S-Group partner. The
volume of the S-Group business amounted

to €1.2 billion in the reporting year (previous
year: €1.3 billion). This corresponds to a share
of 24 per cent of the Bank’s total new lending.
The exposure to savings banks in connection
with joint financing amounted to €4.4 billion
(previous year: €4.3 billion) as at 31.12.2023.
This corresponds to a share of 13 per cent
(previous year: 13 per cent).

The number of active business relationships
with savings banks increased further to 178
institutions (previous year: 170) from all
S-Group regions. A key contributing factor was
the successful market launch of the ImmoDigi-
tal platform.

For the market segment, the target portfolio
has established itself in recent years as a
controlling instrument and has been expanded
to include aspects relating to return on equity.
The following aggregation groups are used to
derive the target portfolio: real estate types,
customer groups, lending regions and rating
classes. The target portfolio targets set were
complied with overallin 2023. Individual
deviations were analysed and taken into
account in the portfolio management. Regular
internal research studies are employed to
analyse and evaluate Berlin Hyp’s markets.

In addition to market conditions, the
performance of Berlin Hyp depends largely on
its employees. The headcount expressed in
full-time equivalents (FTEs) has been used as a
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non-financial performance indicator since the
2018 reporting year. As at 31 December 2023,
the headcount was 586.3 FTEs (previous year:
549.9 FTEs)>.

Systematic human resource planning is the
foundation for the achievement of Berlin Hyp’s
strategic goals and targets. The HR department
is responsible for such planning and also
defines the quantitative and qualitative staffing
requirements for the various divisions. Stra-
tegic resource planning is a means to ensure
the functional capability and future viability of
Berlin Hyp. To support quantitative and quali-
tative human resource planning, selected early
retirement and severance agreements have
been made on the basis of a works agreement
and in accordance with the principle of volun-
tary action by both sides. Positions requiring
successors are filled early if at all possible, in
order to ensure the transfer of expertise.

Through the financing of sustainable,
climate-friendly properties (green build-
ings), and their refinancing via Green Bonds,
Berlin Hyp has actively supported the dynamic
development of the market for sustainable
bonds since 2015. In 2015, the Bank made

its debut with the world’s first Green Bond.
Now, the volume of outstanding Green Bonds
amounts to €7.8 billion. In 2021, the Bank also
issued a Sustainability-Linked Bond in the
amount of €0.5 billion. In addition, Berlin Hyp
has issued Social Bonds with a total volume

of €1.75 billion since spring of 2022. As at the
reporting date, the total volume of all outstand-
ing ESG bonds amounted to €10.06 billion.
The capital market ESG funding mix increased
from 33 per centin 2022 to 37 per centin the
reporting year. The activities on the liabilities
side in the area of sustainable finance go hand
in hand with the continuous development and
implementation of the sustainability targets
on the assets side. Berlin Hyp also plans to
increase the share of loans accounted for by
the financing of green buildings to one-third by

® The data foundation for calculating total headcount is the
number of “active employees” (excluding the Board of
Management, student employees, students in dual study
programmes, interns, employees in inactive employment
relationships, and other employees on a leave of absence).



2025. This share improved noticeably in 2023,
to 35 per cent, which means the aforemen-
tioned target for this indicator was achieved
(and also exceeded) two years earlier than
planned.

The sustainability ratings for 2023 continue to
confirm Berlin Hyp’s above-average position

in the sector. In the second half of 2023, the
Bank’s MSCI rating of AAA was confirmed. The
ESG risk rating by Sustainalytics remained
unchanged at 7.1 “negligible risk”. The ISS

ESG Prime Status rating and overall score of B-
maintain their validity. These very good results
from the rating agencies document Berlin Hyp’s
outstanding commitment to sustainability
management, honour its investment products
(Green, Social and Sustainability-Linked Bonds)
and recognise its responsible attitude with
regard to people and the environment.
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Given the described difficult underlying condi-
tions and the allocation of €50.0 million (previ-
ous year: €75.0 million) to the fund for general
banking risks to strengthen regulatory capital,
which impairs results, the Board of Manage-
ment is satisfied with the higher-than-expected
earnings performance.

Declaration by the Members Service

The profit and loss account for the financial
yearin 2023 shows a balance sheet profit of
€75,139,627.43. The Board of Management
and the Supervisory Board will propose to the
Annual General Meeting that a total amount

of €75,044,631.36 be used to pay a dividend

of 25.5 cents per share, with the remaining
balance sheet profit of €94,996.07 to be carried
forward to new account.
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The forecast report should be read together
with the other sections of this Management
Report. The forecast statements contained in
the report are based on estimates and conclu-
sions from the information currently available.
The statements are based on a number of
assumptions relating to future events that have
been integrated into the corporate planning
process at Berlin Hyp. There are uncertainties
and risks regarding the occurrence of future
events, many of which are beyond the Bank’s
control. As such, actual events may differ from
the forecasts made in the forecast report.

In particular, it is still not possible at this time
to conclusively assess the specific effects of
the Russia-Ukraine war, a potential energy
crisis and possible second-round effects on the
economy, individual markets and sectors. Given
the situation, the forecasts presented below
are highly uncertain.

In a volatile environment, forecasts can only

be made to a limited degree. The main oppor-
tunities and risks in the forecasts for the key
controlling indicators are presented below.
Opportunities are defined as possible future
developments or events that may lead to a
positive forecast or positive target deviation for
Berlin Hyp. Risks are defined as possible future
developments or events that may lead toa
negative forecast or negative target deviation
for Berlin Hyp. The risk types specific to banks
are explained separately in the extended risk
report.

Assumptions Relating to Macroeconomic
Development?®

Global economic growth in 2024 will likely be
somewhat lower than in 2023, but should once
again reach a solid level nonetheless. Prices
for energy and raw materials, which remain

5Sources for assumptions relating to macroeconomic
development: German Institute for Economic Research
(DIW), Kiel Institute for the World Economy (IfW).

7Sources for assumptions relating to sector develop-
ment: CBRE, ifo, Savills.

Forecast, Opportunities and Risk Report

the main causes of inflation, declined during
the reporting year, but various geopolitical con-
flicts and political uncertainties in the USA have
led to a greater feeling of insecurity. In this
connection, it is also not clear whether inflation
rates will remain at their current lower levels.
For example, while it can be expected that the
sharp decrease in core inflation rates that has
also occurred will lead to an easing of monetary
policy, there are also increasing indications
that central bank interest rate reductions will
be implemented later than expected and will
also be less substantial than what has been
anticipated.

In addition, although the economy in the
eurozone will no longer be marked by stagna-
tion in the coming year, there will also be no
dynamicincrease in GDP growth. Along with
the aforementioned uncertainties and feelings
of insecurity, the inconsistent economic policy
in Europe might also have a detrimental effect
on developments.

After recording slightly negative growth last
year, Germany is expected to experience mod-
erate growth in GDP over the forecast period.
Rising real wages brought about by lower
inflation rates should lead to higher consumer
spending. At the same time, there are still open
questions regarding the upcoming federal
budget, and these are causing uncertainty as
well. Any cuts that might be made here will
likely have a negative impact on the share of
GDP accounted for by investment. In addition,
while exports are expected to make a positive
contribution to GDP, the effect will hardly be
noticeable.

Assumptions Relating to Sector Development’
Given the decline in inflation, the anticipated
continued weak economic development in the
eurozone, and a weaker US economy, it can be
expected that monetary policy will be eased by
the central banks in the USA and the eurozone.
Nevertheless, it is not clear whether interest
rate cuts will be as extensive as what the
market factored in at the end of the reporting



period, which means that yield increases
cannot be ruled out in view of unfulfilled
expectations.

Given their current level, the danger of a
substantial expansion of the risk premiums
on Pfandbriefe and European covered bonds
should be limited, although on the other hand
a narrowing throughout the course of 2024

is definitely possible. A continued high degree
of differentiation with regard to issuers of
unsecured bank bonds can be expected in
2024 as well. The chance of noticeable spread
narrowing appears to be limited.

Even under demanding conditions, Berlin Hyp
expects to be able to gain access to all seg-
ments of the capital market on fair market
terms.

Given the fact that key interest rates were kept
constant by the ECB in the fourth quarter of
2023, and that inflation rates declined towards
the end of the year, Berlin Hyp expects that the
cycle of interest rate hikes may have reached
its high point. This, plus the cautiously positive
economic outlook, leads the Bank to assume
that the real estate investment market will
improve slightly in 2024, particularly in the
second half of the year. International real estate
brokerage and consulting firms report that
negotiations necessitated by discrepancies
between the price expectations of buyers and
sellers have yet to be concluded.

With all of this in mind, Berlin Hyp considers a
transaction volume of €25 billion to €30 billion
for commercial real estate, and up to € 8 billion
for commercially traded residential real estate,
to be realistic. For all investment decisions, we
must take into account that the ESG compliance
of properties, tenants and borrowers - also
conditional upon the EU taxonomy guidelines —
will become increasingly important, and that
for many existing properties for all types of
use, high CapEx expenditure will be required

in order to comply with ESG requirements.

In addition, actual and anticipated economic
growth are currently viewed as particularly
uncertain components for the investment
market.

In this challenging market environment, real
estate investors will continue to focus in 2024
on easily accessible office real estate with a
good supply infrastructure and high-quality
furnishings and equipment, as well as residen-
tial, logistics and hotel properties in econom-
ically attractive cities and metropolitan areas.
The low level of new construction activity with
regard to these types of use plays a key role

in the expectation for the 2024 outlook that
the excess demand for prime real estate in
very favourable locations will continue or even
increase, in which case rents and hotel room
prices will tend to increase further. As regards
retail properties, the Bank continues to believe
that food-related retail properties, especially
in the discounter segment, will continue to dis-
play positive development. The extent to which
investors believe that other retail properties
will pose a heightened risk will depend heavily
on whether consumer sentiment can recover
sustainably in the aftermath of weak Christmas
salesin 2023.

Business Development

Over the next few years, Berlin Hyp plans to
further strengthen its business relationships
with the savings banks in the S-Group business
and establish “ImmoDigital” as the central sales
platform for S-Group products in the Immo
product range. To this end, another release of
“ImmoDigital” was made available in spring

of 2023 that enables all Immo products to be
offered, whereby this release will also serve to
further intensify business relationships with
our S-Group partners.

Due to the regional principle and the indi-
vidual business focus of each savings bank,
the growth rates in market penetration are
generally limited. As a result of our business
relationships with 178 savings banks (previous
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year: 170), approximately 50 per cent of all
German savings banks are now part of our cus-
tomer base. The fact that we have not further
increased the level of this market penetration
does not pose any significant risks to the
Bank’s business model or business success. At
the same time, the further expansion of these
business relationships increases Berlin Hyp’s
chances of permanently positioning itself as
an S-Group partner within the Sparkassen-
Finanzgruppe.

The public-sector lending business is not part
of the Bank’s core business and will continue to
be hived off.

In consideration of regulatory requirements,
earnings potential that arises in the securities
portfolio should continue to be used to support
net interest income within the framework of a
conservative investment strategy.

Berlin Hyp expects net interest and commission
income in 2024 to be significantly lower than
the impressively high level reached in 2023.
This will be due in particular to the fact that

the one-off effects resulting from the closing of
derivatives in 2023 will likely not occur again in
2024. Berlin Hyp's net interest income is based
on stable interest income in its core business
resulting from a stable portfolio and portfolio
margins. The significant interest rate move-
ments over the last two years continue to have
a positive impact on the equity yield. There are
opportunities to further strengthen the Bank’s
market position by leveraging Berlin Hyp’s
expertise as a commercial real estate financier,
which would lead to sales targets as well as net
interest income being exceeded. This could be
further facilitated by the consistent implemen-
tation of the digitalisation strategy. In view of
the development of interest rates, a very low
level of unscheduled loan repayments and,
correspondingly, stable portfolios are expected.
Potential risks may arise if the sales targets

are not met, for example, due to a downturn in
the real estate markets. Cancelled or post-
poned investments could lead to a decline in
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demand for commercial real estate financing. In
addition, earnings risks arise if, due to renewed
stronger competition, only interest margins
lower than planned can be agreed in the core
business, or if delays in implementing the
digitalisation strategy lead to lower business
potential than expected.

Given the ongoing challenging and unreliable
planning environment, as well as demanding
regulatory requirements, Berlin Hyp expects
that new business volume in 2024 will likely
be at the same level as that reached in 2023.
Berlin Hyp bases this assumption on a Group-
wide standardisation that uses new lending
volume including long-term extensions as the
foundation for measuring this performance
indicator. Depending on how current geopo-
litical conflicts develop, and in particular how
interest rates develop, real estate markets run
the risk of falling short of the plan, although
they may again also offer opportunities for a
slightly higher level of new lending compared
to planning.

The Bank expects that net commission income
will likely be significantly lower than the figure
recorded in 2023.

Berlin Hyp expects an overall decrease in
operating expenditure in 2024 as compared

to the previous year. Staff expenditure will
beinfluenced by the positive effects associated
with the allocations to pension obligations
resulting from rising average interest rates.

In addition to the continuing high level of

cost awareness and extensive optimisation
activities for the adaptation of human
resources, strategically essential projects, such
as the optimisation and digitalisation of the
loan process, the introduction of a new risk

IT architecture, the creation of an integrated
SAP bank and the construction of the new
headquarters, will lead to higher expenditures.
The latter will be neutralised over time by
lower building management and operating
costs. Berlin Hyp’s incorporation into LBBW
will continue to generate additional costs,



although these are expected to be lower than
in 2023. Berlin Hyp’s headcount is expected
to remain constant in the medium to long
term based on the current state of knowledge.
Since January 2019, resource managementin
this regard has been essentially based on a
company agreement.

Contributions to the European bank levy are
calculated by the banking supervisory author-
ity. Berlin Hyp expects that contributions in
2024 will be significantly lower thanin 2023.

The cost-income ratio is expected to decrease
slightly in 2024. With the results of the suc-
cessful implementation of projects and other
initiated measures, the cost-income ratio is
expected to stabilise at its current low level
over the medium term.

If the plans for the above-mentioned projects
and levies are exceeded, it can have a positive
impact on operating expenditure and the
cost-income ratio. On the other hand, there

is a risk that failure to reach planned objec-
tives, project cost increases, negative interest
rate developments or a bank levy set above
the previous level will lead to higher operating
expenditures and in turn to an increasing
cost-income ratio.

Within the framework of a conservative plan-
ning approach, and without taking provision
reserves into account, Berlin Hyp expects
risk provisioning to remain at a significant
level in 2024. The global political situation,
which remains tense in some cases, is having
a noticeable and major impact on economic
activity in many markets. In this context,
sanctions, disruptions of the raw material
supply and disruptions of supply chains may
cause negative impacts on the economy and
restrictions in the business activities of many
companies. Berlin Hyp does not have claims
against debtors in Russia, Belarus, Ukraine,
Israel or Palestine; therefore the inability of
debtors from these countries to pay does not
have direct consequences for the risk pro-

visioning expenditures in Berlin Hyp’s loan
portfolio. However, Berlin Hyp may experience
indirect effects on the valuation of the claims
from commercial real estate financing. In
particular, increasing vacancy rates and further
losses in commercial property values could
lead to higher risk provisioning expenditure,
and there also might be indirect effects on
Berlin Hyp's securities portfolio. Increased
volatility on capital markets may require
additional value adjustments. Berlin Hyp does
not hold any securities in its portfolio issued
by issuers from Russia, Belarus, Ukraine, Israel
or Palestine; therefore the securities portfolio
does not cause direct risks.

The forecasts contained in the management
report reveal a high degree of uncertainty

in view of the dynamics that are emerging.

For example, unpredictable and unexpected
developments in external macroeconomic,
geopolitical and sector-related conditions and
developments on the international financial
markets can represent opportunities and
risks for the risk result of the capital market
business. Despite careful planning, a further
significant decline in real estate prices, for
example, could lead to a deterioration in the
creditworthiness of borrowers and also to a
reduction in the value of the collateral pro-
vided, and could result in a need for additional
risk provisioning or valuation adjustments

for commercial real estate financing. It is also
possible that the need for risk provisioning
will be lower than expected if the economic
environment is favourable.

Insofar as the effects of the aforementioned
risk factors are reflected in sustained economic
and capital market pressures beyond current
expectations, this could put a significant strain
on real estate markets and increase the need
for risk provisioning. Furthermore, there could
be a decrease in the volume of new business
and the number of holdings in the Bank’s com-
mercial real estate financing business.
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For planning purposes, Berlin Hyp assumes
that the operating result after risk provisioning
will improve slightly in 2024 compared to 2023,
taking into account careful risk provisioning
planning and the above-mentioned expecta-
tions. Profit before income tax and net income
for the year are also likely to be above the
previous year’s figures,

While a deterioration of the geopolitical situ-
ation or global economic development could
result in lower-than-expected net income, there
is a chance of higher earnings if the overall
economic situation develops more positively
than anticipated. If developments are worse
than expected, netincome in 2024 could be
significantly lower than in 2023 due to rising
risk provisioning expenditures and effects that
negatively impact the interest result. Should
this be the case, the other key management
indicators may also develop less favourably
than those shown in the forecast report. There
may also be consequences for regulatory
capital and the regulatory indicators. Therefore,
it cannot be ruled out that the further develop-
ment of external conditions, and in particular
the interest rate environment, may also have a
considerable negative impact on risk manage-
ment parameters.

At the same time, however, there is also a
chance that the negative effects of the tense
global political situation will prove to be less
persistent or milder than what the Bank has
currently assessed and taken into accountin
the forecast. Property markets could therefore
take a more positive turn than the Bank
currently expects. Factors such as a persistently
high demand for real estate due to a lack of
investment alternatives could also influence
recovery. The resulting higher demand for loans
would create opportunities for the Bank to
develop new and existing business in its core
business area.

Return on equity in 2024 is likely to be slightly
higher than in 2023. If net income or the allo-
cations to the special item pursuant to Section
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3409 of the German Commercial Code (HGB)
fall short of expectations, the return on equity
will also be lower. Otherwise, there is a chance
of a positive deviation from the plan.

At the end of 2024, the Bank expects a common
equity tier 1 ratio of 14.3 per cent and a total
capital ratio of 15.8 per cent, whereby both
figures will be slightly lower thanin 2023.
Additional stricter regulatory requirements
are expected in the coming years, such as the
setting of further increasing macroprudential
capital buffers. Both the increasing capital
requirements and the implementation of
CRRIII/CRD VI scheduled for 01.01.2025 will
also have a strong impact on Berlin Hyp and
reduce the Bank’s free RWA potential and thus
new lending opportunities accordingly.

In addition to further allocations to the special
item for general banking risks, the active
management of total risk-weighted assets
(RWA) will also make a significant contribution
to achieving the targeted capital ratios and
fulfilling the additional capital requirements
as described. Events such as an increase in
RWA above expectations as a result of reduced
collateral values and rating changes due to the
changed economic framework conditions would
put the achievement of targets at risk.

In addition, future regulatory interventions
may be accompanied by restrictions and
therefore by earnings risks, and the imple-
mentation of new regulatory requirements by
additional operating expenditure. There are
also risks from the Bank’s membership in the
Institutional Protection Scheme of the Spar-
kassen-Finanzgruppe. As part of compensation
and support measures, the institutions in the
protection scheme could be required to make
special payments, which would put pressure
on the Bank’s earnings. The same applies

to potential obligations to make additional
contributions to the restructuring fund for
banking institutions. It is currently not possible
to predict whether such payments will arise
and in what amount.



Overall Statement

Fierce competition in commercial real estate
financing, the still volatile capital and financial
market environment and the uncertainties
regarding the impacts of geopolitical conflicts
present major challenges for Berlin Hyp.
Against this backdrop, the 2023 financial year
was very favourable and thus in general better
than expected. The good result was again used
to make a further allocation to the fund for
general banking risks, thereby strengthening
regulatory equity capital.

Along with the considerable potential that

can be exploited through its cooperation

with LBBW and its ongoing involvement in

the Sparkassen-Finanzgruppe, the Bank is
also planning to expand its S-Group business
further with the Immo product range, and

also further strengthen the already expanded
OlmmoDigitalO platform — and sees additional
opportunities for the Bank in these areas as
well.

Berlin Hyp expects profit before income tax
in 2024 to be higher thanin 2023 and thus
remain very positive.

The Board of Management believes that
Berlin Hyp remains well positioned for the
future despite the increasingly challenging
environment and therefore limited forecasts.
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Risk Management System

Berlin Hyp's risk management system com-
prises various tools to deal with risks the Bank
enters into and to assess the economic and
regulatory (normative) risk-bearing capacity
within the framework of the strategy defined by
the Bank’s Board of Management.

The objective of risk management is to main-
tain the risk-bearing capacity and compliance
with specified minimum ratios through the
limitation of economic risks and by establish-
ing upper limits for tied capital.

Berlin Hyp is subsidiary of Landesbank
Baden-Wirttemberg (LBBW).

Risk Management System at the LBBW Group
A number of interlinked principles and rules
make up the Group-wide risk management
system.

As the superordinate regulation, the business
strategy outlines strategic underlying condi-
tions. It defines that the controlled incurrence
of risks within the scope of the risk strategy is
an elementary aspect of the banking business.
Standardised Group risk policies aim to ensure
that assumed risks remain acceptable. All com-
panies and organisational units have to ensure
that risks are both transparent and measurable
under the uniform Group-wide methodology.

The LBBW risk strategies contain details on
these requirements. The Board of Management
of LBBW is responsible for these, and the
members of the Board of Management discuss
them with the members of the LBBW Supervi-
sory Board. Compliance with the risk strategies
is continuously monitored by LBBW'’s Risk
Control division.

The interface agreement on risk control that
was concluded between LBBW and Berlin Hyp
defines the framework for operational risk
controlling as well as the responsibilities and
escalation processes for risk management at
the Group. Limit systems and escalation pro-
cesses are described for each major risk type.
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Berlin Hyp Risk Management System

Risk Policy Principles

The aim of risk management is the intentional
acceptance of strategic risks in order to gain
access to earning opportunities and, in doing
so0, generate appropriate and sustainable
income. Risks are accepted in view of profitabil-
ity. One parameter used in this regard is return
on equity on the basis of regulatory and bal-
ance sheet capital. In terms of pricing, the Bank
ensures that the revenues are in a reasonable
proportion to the risks entered into.

Berlin Hyp’s risk strategy is developed in line
with the risk strategies at LBBW. The risk strat-
egy is discussed by the Loans Committee and
then presented to the Berlin Hyp Supervisory
Board for review. The risk strategy is operation-
alised via medium-term and operational plan-
ning. Planning is conducted with consideration
of all foreseeable risk and equity effects at the
overall Bank level, and compliance with the risk
strategy is continuously monitored.

The Risk Control division at Berlin Hyp
supports the Board of Management in all risk
policy issues, in the development and imple-
mentation of the risk strategy and in the design
of the system for measuring and limiting risks.
The division is essentially responsible for

the ongoing monitoring of the risk situation,
risk-bearing capacity and compliance with risk
limits, as well as regular reporting of the risk
situation to the Board of Management and
governing bodies.

Documentation of core elements of risk man-
agement at Berlin Hyp is centralised in the risk
manual. This document contains a complete
definition of the risk management process,
including methods and processes for identifi-
cation, measurement, evaluation, management
and monitoring of the risks of the Bank. The
risk management system encompasses both
the evaluation of risks in accordance with
regulatory requirements and risk assessments
from an economic perspective.

As part of a risk inventory, the Risk Control
division identifies the Bank’s main risks on an
annual basis, creates an overall risk profile and



reviews the methods used in the risk manage-
ment system. Furthermore, the Internal Audit
division regularly reviews the risk management
system.

Berlin Hyp Governing Bodies

The Board of Management together with the
Supervisory Board defines the strategy, which
is then used as a basis for decisions by all divi-
sions of the company. Overall responsibility of
management for all essential elements of risk
management is explicitly defined for the Board
of Management in the rules of procedure.

In accordance with the business policy focus
and in consideration of the economic risk-
bearing capacity and regulatory provisions, the
Board of Management defines risk limits and
risk allocations in the various business areas
as well as risk types by establishing limits and
structural requirements. It is informed regu-
larly about Berlin Hyp's net assets, financial
position, profitability and risk situation.

The Supervisory Board is informed regularly
by the Board of Management about the overall
risk profile. It receives the quarterly risk reports
and the financial statements according to the
German Commercial Code (HGB), as well as
information on Berlin Hyp’s earnings contribu-
tion in accordance with IFRS. The Loan Com-
mittee, which also acts as the Risk Committee,
consists of members of the Supervisory Board.
It consults with the Board of Management
regarding the principles of business policy
relating to risks and risk management.

Internal Audit is an essential element of the
business and process monitoring system. This
encompasses a regular review and evaluation
of the risk management processes for all types
of risk. The Internal Audit division reports
independently and directly to the Board of
Management.

In addition, Berlin Hyp has set up various
committees that regularly deal with risk man-
agement and the Bank’s risk situation:

- Supervisory Board, including its committees
- Board of Management

- Financial Steering Committee

- New Lending Committee

- Market Assessment Committee

Details regarding the tasks, spheres of
competence and members are defined in the
respective rules of procedure.

As a part of risk inventory, the Risk Control
division reviews the methods and models to
identify, measure, aggregate and limit risks at
least once a year and presents the results to
the Board of Management.

Responsibility for operational risk manage-
ment, that is the acceptance of risks within

the scope of the risk limits, is assigned to the
defined managers. Overall Bank risk manage-
ment is the responsibility of the entire Board
of Management, while market price risk and
liquidity risk management in compliance with
the binding requirements of the Board of
Management adopted on the basis of the pro-
posals by the Financial Steering Committee is
handled by the Treasury division. Risk manage-
ment in the lending business is implemented
by the respective decision maker according to
the assigned spheres of competence, taking
into consideration the implications for the loan
portfolio.

Reporting

Berlin Hyp’s risk situation is presented on a
quarterly basis in a risk report for the Board
of Management and the Supervisory Board.

In addition to the material information on the
individual risk types classified as material,
the stress test results and information on risk
concentrations, the risk report also includes
information on adequacy of capitalisation,
regulatory and economic capital, the current
capital and liquidity indicators and refinancing
items. In addition to the quarterly risk report,
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the Risk Control division provides monthly
reports on individual risk types and the Bank’s
risk-bearing capacity. Market and liquidity risks
(procurement risk) are reported daily. In addi-
tion to the regular standardised risk reports,
reports are also prepared on a case-by-case
basis (ad hoc), if deemed necessary due to the
current risk situation, for example if predefined
risk limits or loss limits are exceeded.

Reporting frequency Subject

Declaration by the Members Service

Besides the risk situation reports, regular
reports are also prepared on the development
of the business volume and the cover funds and
reports on the Bank’s net assets, financial and
earnings situation.

The following table shows an overview of
Berlin Hyp's key reports and their frequency of
reporting:

Daily - Market price and liquidity risks

Monthly - Liquidity risks

- Development of balance sheet items

- Development of the earnings situation

- Risks of counterparty default at the portfolio level

Quarterly - Quarterly Commercial Code reports

- Risk report (summary risk report on all risk types)

- Riskreporting of the cover funds

- Development of existing mortgages (including new lending and

extension volumes, margins)

Foundations of Risk Management

Risk Inventory

As part of a risk inventory, Berlin Hyp regularly
(at least once per year) reviews the risks that
can significantly affect the net assets position,
the earnings situation or the liquidity posi-
tion. In this process, an overall risk profile for
the Bank is created and the materiality of the
identified risks is evaluated by the Board of
Management. All identified material risks are
included in the regular reporting of the Bank’s
risk situation. As part of a new-product process,
new products are analysed before they are
introduced and, in particular, are reviewed with
regard to their risks for the Bank. By involving
all relevant divisions, the new-product process
is designed to ensure that risks from new or
changing products can be properly mapped
and monitored.

Within the framework of the risk inventory,
Berlin Hyp reviewed sustainability risks and
ESG risks (environmental, social, governance)
as overarching risks and classified them as
material for the Bank. The Bank is continuously
developing its risk management organisation
in accordance with regulatory standards and

recommendations. In 2023, the Bank devel-
oped qualitative and quantitative methods for
measuring and controlling ESG risks in accord-
ance with the principles from the ECB guide on
climate-related and environmental risks.

During the year under review, the Bank also
aligned its risk taxonomy with the LBBW taxon-
omy in the course of the Group harmonisation
process.

Risk Taxonomy

Financial Risks are risks that are intention-

ally taken ex-ante and whose value can be
assessed, thus making it possible to generate
income. Risk assessments and risk quantifica-
tion form part of the basis for risk management
activities. Financial risks include:

- Counterparty default risk
- Market price risk

- Liquidity risk

- Real estate risk

- Shareholder risk



Itis generally very difficult to quantify non-
financial risks reliably, as the associated loss
mechanisms can vary greatly. Non-financial
risks include:

- Operational risks in a narrow sense
- Legal risks

- Human resources risks

- Information risks

- Outsourcing risks

-> Reputational risks

- Business risks

Financial Risks of Berlin Hyp AG

- Pension risks
- Model risks

- Compliance risks
- Tax compliance risks

Aspects that are connected across the various
risk types are taken into account as aggregate
risks, or cross-cutting risks (e.g. sustainability
risks), and do not constitute a specific risk type.

In line with the Bank’s risk inventory, the

following risk taxonomy applies at Berlin Hyp:

Counterparty

Default Risk Market Price Risk

Liquidity Risk

Credit and credit-

. R Interest risks
worthiness risk

Credit spread

Issuer risk .
risk
Contractual Exchange rate/
party risks foreign currency
risks
Country and

Market liquidity
risk

transfer risk

Collateral risk

Settlement risk

Foreign currency
lending risk

Syndication risk
Strategic risk

CVA-change risk
Project risk

Wrong-way risks

Proceeds/sales risk

(Fixed) costs risk

Financial Risks
B Non-Financial Risks
Cross-cutting risks
— Material risk

Liquidity risks
in a narrow sense,
i.e.insolvency
risk

Procurement
risk

Price risk from
liquidity

Pfandbrief
issuer risk

Foreign currency
risks

Pension risk from
development of
income

Pension risk from
development of
pensions

Pension risk
from longer life
expectancy

Real Estate Risk

Micro/
location risk

Market risk

Model risk in
connection with
risk and capital

models

Model risk
in connection
with valuation

methods

Model risk in
connection with
credit/parameter

models

Investment Risk

Investment risk in
a narrow sense

Step-in risks

Data protection
risks

Risks in
connection with
money laundering
and the financing
of terrorism

Risks in
connection
with financial
sanctions/
embargoes

Capital market
compliance risks

Fraud risks

Cross-cutting
risks

Concentration
risk

Sustainability
risk

Regulatory risk

Pandemic risk

Operational Risks
in a Narrow Sense

Legal Risks

Human
Resources Risks

Information
Risks

Outsourcing
Risks

Reputational
Risks

Tax Compliance
Risk
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The following overview shows the organisati-
onal implementation of risk management at
Berlin Hyp for the major risk types:

Risk management
(units/committee)

Risk types

Declaration by the Members

Service

Risk monitoring (units)

Counterparty default risks - Real Estate Financing

- Portfolio Management

- Treasury
- Lending

- Risk Management

- Risk Control

Market price risks

- Treasury

- Financial Steering Committee

- Risk Control

Liquidity risks

(including price risk) - Treasury

- Financial Steering Committee

- Risk Control

Operational risks - Process owners

- Divisions

- Risk Control

Risk-Bearing Capacity

The Berlin Hyp's risk-bearing capacity concept
is based on the “ECB Guide to the internal
capital adequacy assessment process (ICAAP)”.
Within the framework of the risk-bearing capac-
ity concept, both the economic perspective and
the normative perspective are considered.

Berlin Hyp has implemented a risk-bearing
capacity concept that the Bank uses to ensure
that both material risks (excluding liquidity
risks but including the price risk from the
liquidity risk) and immaterial risks (the real
estate, model, business and reputational risks)
are covered by the risk-covering assets of the
Bank, thereby ensuring the Bank’s risk-bearing
capacity at all times. In doing so, the Bank uses
appropriate methods to quantify the individual
risks. As the risk calculations are based on
certain confidence intervals, there is a residual
probability that the risks actually incurred are
potentially higher. Limits have been introduced
for the counterparty default, market price,
operational®, real estate, business and repu-
tational risk types, and compliance with these
limits is monitored by the Risk Control division.
The assumptions underlying the quantification
of the risks and the corresponding limits are
reviewed regularly, at least once a year, and
approved by the Board of Management.

In assessing the risk-bearing capacity, the risks
are quantified in the economic perspective
using approaches based on value at risk. A
confidence level of 99.9 per cent for a one-year
evaluation period is applied. In order to ensure
risk-bearing capacity, the total risk position
determined in this way must not exceed the
risk-covering assets. For the overall risk within
the risk-bearing capacity assessment, there is a
pre-warning level at 80 per cent of the available
risk-covering assets. The evaluation is com-
pleted by evaluating the overall risk position
by assessing the results of various stress tests
that take the risks into account from an eco-
nomic as well as a regulatory perspective.

8 These assumptions relate to all risk types quantified in the
AMA model: operational risks in a narrow sense, legal risks,
human resources risks, information risks, compliance risks,
outsourcing risks and tax compliance risks.



The risk-covering assets are calculated from the
sum of the capital allocable under regulatory
requirements and certain economic adjustment
items.

The changes in risk positions arising from the
planned business performance as well as the
progression of the risk-covering assets are ana-
lysed as part of the annual planning process.
The results are incorporated, for instance, in
the planning of capital measures.

In addition to the analyses described above,
unusual economic developments and addi-
tional events specific to individual institutions
are examined by means of stress tests for

all material risks. One of the objectives here

is to combine the risk types analysed in the
risk-bearing capacity into a stressed overall
scenario and identify the effects on regulatory
and economic capital.

The impact of macroeconomic changes on the
risk of the Bank and the risk-covering assets
and/or on the regulatory capital ratios was esti-
mated by consolidating the specific stress tests
in the individual risk types into several stress
tests for the Bank as a whole. This was achieved
by defining scenarios in accordance with the
requirements of the MaRisk, which also take
into account the relationships between the
individual risk types of the assumed develop-
ments.

Reverse stress tests are used to calculate the
degree to which the overall banking scenarios
with the greatest impact would have to develop
before the total risk-covering assets are
exceeded or the minimum capital stock is not
reached.

The Bank’s risk-bearing capacity was verified
in 2023 as at all reporting dates, both from an
economic and a normative perspective. Details
of the risk-bearing capacity as at 31 December
2023 are disclosed in the section “Overall
Statement on Risk Situation”.

Risk Management Pursuant to Section 27
PfandBG (Mortgage Pfandbriefe)

According to Section 27 of the PfandBG, each
Pfandbrief bank must use a risk management
system suitable for the Pfandbrief business.
The risk management of the cover funds is
largely integrated into the risk management
system of Berlin Hyp. In addition, there exist
limits in line with regulatory requirements.

Compliance with these limits is continuously
monitored within the risk management of the
cover funds and presented to the Board of
Management on a quarterly basis in a separate
report.

For exceptional events that carry the risk of
far-reaching consequences, a crisis team was
set up at Berlin Hyp to deal with such crises. In
the first half of 2023, the crisis team executed
a successful alarm exercise; a comprehensive
crisis team exercise was then successfully
conducted in the fourth quarter of 2023.

In response to the COVID-19 crisis, the Bank
also created a task force in March 2020 that
regularly (within the framework of the weekly
meetings of the Board of Management)
addresses the effects of COVID-19 on the Bank
and its business activities. Since the Rus-
sia-Ukraine war began, this task force has also
been examining the potential impact of that
war on the Bank. The task force continues to
operate and, within the framework of the meet-
ings of the Board of Management, addresses as
a separate agenda item the general economic
and political situation and its potential impact
on the Bank.

Financial Risk Types

Berlin Hyp's risk taxonomy distinguishes
between financial and non-financial risks, and
also between material risks and immaterial
risks. The sections below describe first the

risk management approach for the material
financial risks of counterparty default risk, mar-
ket price risk and liquidity risk, and then the
approach used for the immaterial non-financial
risks of real estate risk and investment risk.

Counterparty Default Risks

The risk of counterparty default is the risk of a
loss, or loss of profit, due to a deterioration of

a business partner’s creditworthiness, as well
as a loss in value of the security provided to the
Bank. This is currently the most dominant type
of risk for Berlin Hyp. Counterparty default risks
are managed and monitored at the individual
business partner and overall portfolio levels.
Investment risk (shareholder risk) is considered
to be an immaterial risk.

Individual Commitment Level

Adequate risk management of counterparty
default risks should be guaranteed through a
loan approval directive and defined processes
and interfaces, from acquisition to new lending
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Performing Loans
=== Non Performing Loans

through to loan repayment (close integration
of acquisition and subsequent market sphere).
The credit processes are laid out in writing in
the Bank’s regulations. Credit processes are
examined regularly by the Internal Audit divi-
sion, which means that they are also subject to
constant quality analysis. Agreements with the
parent company govern cooperation between
LBBW and Berlin Hyp with regard to shared
customers in the lending business.

The risk exposure on the individual borrower
level is verified on the basis of a regular
analysis of creditworthiness. Rating procedures
that take debtor and business-specific charac-
teristics into account are at the core of the risk
assessment. Pricing as well as loan decisions
are based on the rating of the borrower, taking
into consideration the security provided. Real
estate financing is largely determined using the
Sparkassenlmmobiliengeschéfts-Rating (SIR)
and the method for international commercial
real estate financing (ICRE). Furthermore, the
rating procedures for banks (BNK) and corpo-
rates (CRP) are used in particular for the capital
market business.

NPL ratio based on FinRep

31.12.2022

99.6 == 04

Declaration by the Members Service

The rating procedures employed here have
been derived from the framework of the bank-
ing supervisory authority approval system. The
Risk Control division is responsible for quality
assurance and validation and back-testing for
rating procedures. The continued development
and maintenance of these is provided by Spar-
kassen Rating und Risikosysteme GmbH (S-
Rating) and RSU Rating Service Unit GmbH &
Co. K@, and is supported by the pool institutes
in working groups and project teams. Berlin
Hyp is represented in the relevant working
groups and bodies.

Based on the rating class system, the counter-
party default risk is divided into performing

loans (rating classes 1 to 15) and non-perform-
ing loans (rating classes 16 to 18).

31.12.2023

98.3 |



The share of non-performing loans in the total
portfolio stood at 1.7 per cent as at 31.12.2023.

Loan commitments are in principle subject to
annual resubmission and collateral is subject to
a regular review.

Particular focus is placed on the process of
real estate and portfolio valuation. Certified
appraisers from an independent division of the
Bank or certified and independent appraisers
working on behalf of the Bank undertake
valuations on a regular basis.

Berlin Hyp uses early warning systems with a
variety of instruments in order to identify loan
commitments with an increased risk in good
time. Alongside the definition of quantitative
early warning indicators as part of an early
warning system, qualitative indicators also
exist for the purposes of regular loan monitor-
ing. The automated early warning procedure
draws special attention in different degrees to
the criteria for “rating deterioration”, “arrears
of interest and principal” and “deterioration of
the debt service cover ratio”. Other parameters
relate to the loan-to-value as well as the expiry
of rental contracts and/or fixed interest rates.
Early warning meetings take place each quarter.
During these meetings, which are attended by
staff from the Sales, Credit and Risk Control
divisions, the risk content of the identified com-
mitments is discussed separately and further
measures are decided upon if necessary.

Risky real estate commitments are transferred
to Risk Management. Competence for valuation
adjustments is concentrated here. Upwards
of a specific size, such valuation adjustments
must be approved by the entire Board of
Management. Valuation adjustments are made
for an amount by which the outstanding loan,
less any collateral, cannot be paid back with

a high degree of probability. Collateral values
are reviewed in this context and, if necessary,
adjusted depending on the necessary meas-
ures. In exceptional cases, special and jus-
tified circumstances may result in deviating
valuations.

Within the framework of the valuation of claims,
lump-sum value adjustments are established
for latent risks on the basis of the principle of
prudence in accordance with Section 252(1)

(4) of the German Commercial Code (HGB).

The total of the transactions that are material

for the calculation of the lump-sum value
adjustments comprises all claims for which

no itemised allowances were established. In
addition to these claims that are not in severe
danger of default, lump-sum value adjustments
are established for off-balance sheet items
(provisions made for lending for irrevocable
lending commitments and sureties). Since
1July 2022, the lump-sum value adjustment
has been determined according to the regu-
lations contained in IDW RS BFA 7 (lump-sum
value adjustment for banking institutions)

on the basis of the IFRS 9 methodology. This
methodology calls for impairments to be
recorded on the basis of expected credit losses.
For every individual transaction, the lump-sum
value adjustment corresponds to the credit
loss expected for the subsequent 12 months. In
the case of a significant increase in the default
risk of an asset since its initial entry in the
balance sheet, all expected losses throughout
the financial instrument’s residual term are
recognised. With regard to the financial assets
mentioned, the expected loss is calculated in
relation to the probability of default (PD), the
estimation of the loss given default (LGD) and
the anticipated exposure at default (EaD). The
expected losses, which are calculated as the
product of the three parameters mentioned,
are discounted to the reporting date using the
effective interest rate of the specific transaction
or an approximation of the same.

Within the framework of an agency agreement,
LBBW is responsible for the calculation of the
lump-sum value adjustments and of the provi-
sions made for lending for latent credit risks.

The securities and public sector loan portfolio
represents a significant aspect of the capital
market business. In addition, there are counter-
party risks from the derivatives business. The
existing capital market exposure is reported

on a regular basis to the Board of Management
and the Supervisory Board, broken down
according to country and rating class.

Derivatives transactions are not only con-
cluded with capital market counterparties but
also real estate customers in the course of
property financing. Counterparty risks from
the interbank business are in principle covered
by collateral. The Bank is aiming to achieve a
high share of centrally processed derivatives
(central clearing). In the real estate customer
business, the established mortgage liens for
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the underlying transaction generally also apply
to the derivative through broad statements of
collateral purpose.

Berlin Hyp took into account the latent effects
on the economy and in particular on the real
estate industry that resulted from global risks
and the swift interest rate hike by updating

the stress test at the individual exposure level
that it began performing last year. Within

the framework of this stress test, Berlin Hyp
examined the impact that adverse economic
and political developments could have on the
central parameters of individual transactions
in the loan portfolio (debt service capacity and
loan-to-value). The result showed that the port-
folio displayed moderate risk phases and an
adequate debt service capacity under stress as
well. A more in-depth stress test was conducted
for 32 individual cases with a total volume of
€1.7 billion. This test also examined the impact
the individual financing cases could have on
RWA and IFRS staging. The result showed that
the Bank’s risk bearing capacity would be a
given in such a stress scenario as well.

In addition, the Bank conducted a comprehen-
sive analysis of the entire portfolio of project
and property financing. The analysis here
focused on risk assessment for individual cases
while particularly taking into account market
changes, maturity dates and guarantee struc-
tures. Despite significantly higher refinancing
costs for follow-up financing and a decline in
transaction volumes, project developments
largely proceeded in line with the stipulations
of the associated loan agreements, and cost
increases remained manageable thanks to the
existence of adequate provisions for construc-
tion costs. The results of the analysis showed
that no fundamental measures need to be
implemented for the project financing portfolio.
In the case of certain instances of project and
property financing that displayed project-
specific anomalies (for example construction
delays, letting problems, declines in value), the
decision was made to monitor the correspond-
ing projects more closely.

An additional meeting with the entire Board
of Management every 14 days was launched
in May 2023 in order to continuously report
on the development of conspicuous individual
exposures in the Bank’s loan portfolio in a
timely manner.

Declaration by the Members Service

Berlin Hyp took into account the latent

effects on the economy and in particular on
the real estate industry resulting from the
risks from global developments (in particular
the Russia-Ukraine war) by implementing
post-model adjustments for valuated loans in
the form of a lump-sum value adjustment, and
forirrevocable lending commitments in the
form of provisions.

Portfolio Level

In addition to risk monitoring at the individual
borrower level, Berlin Hyp examines credit risks
at the portfolio level.

The loan portfolio model simulates potential
borrower, issuer, counterparty and country
defaults as well as value changes due to rating
migrations in a one-year evaluation period on
the basis of:

- Exposure data (availments, externally
approved limits)

- Collateral values

- Borrower, issuer and counterparty
default probabilities

- Country default probabilities

- Industry correlations and volatilities

- Country correlations

- Income ratios to determine expected
proceeds from security

- Contribution ratios to value unsecured loan
components and

- Ratios to value externally approved limits
that have not been drawn yet

Based on the assumption of no fundamental
changes to the risk structure of the portfolio
(constant level of risk, going concern
approach), the credit default distribution

that is determined makes it possible to make
statements regarding the probability of credit
defaults in the following year. Risk indica-
tors (expected loss, credit value at risk and
unexpected loss) can be determined from the
credit default distribution.

Management of default risks is based on
unexpected loss at portfolio level (UEL).

Berlin Hyp has limited the counterparty default
risk. The risk indicators are determined on a
daily basis under an agency agreement with
Landesbank Berlin AG. The risk indicators are
monitored by Berlin Hyp’s Risk Control division,



which carries out variance analyses and limit
monitoring. The utilisation of limits at the
portfolio level is monitored daily and reported
weekly. Berlin Hyp has defined processes and
options in the event that the pre-warning level
(90 per cent of the credit risk limit) is exceeded
and limits are exceeded.

The limit is reviewed at least once a year,
adjusted if necessary and approved by the
Board of Management as necessary.

As at 31 December 2023, the utilisation was
€614 million and the limit was € 800 million.

Development of UELin 2023
in€m
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Rating classes

in %
1-5
6-7
8-12
13-18
Without
Regions
in %

Germany - A cities

Germany - B cities

Germany - other

International

No specific
classification
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Responsibility for the validation of the
creditvalue at risk model is outsourced (under
consideration of Berlin Hyp’s interests) to
Landesbank Berlin Holding (business agent).
Internal and external audits are carried out by
the business agent as well.

Stress tests are performed within the scope

of the credit portfolio model to simulate the
change in aloan portfolio under the assump-
tion of extreme scenarios in order to review the
financial stability of the Bank against macro-
economic crises.

Declaration by the Members Service

The business volume of Berlin Hyp relevant for
the determination of the counterparty default
risk amounted to €37.7 billion as at 31 Decem-
ber 2023. This business volume can be broken
down into mortgage lending transactions in
the amount of €31.7 billion, money market and
derivatives transactions of around €0.30 billion
and securities and public sector loans of
around €5.7 billion.

The mortgage loan portfolio is broken down by
ratings, customer groups, regions and property
types as follows:

Customer groups

in %

80.8

Investors

Building contractors/
developers

75.9

12.5

Housing companies 11.6

Other/retail 0.0

Property Types

in %

40.5 Residential

Management

Logistics

Office

Retail

Other




Country and Transfer Risks

Country and transfer risks are limited primarily
through volume-based country limits, which
are reviewed annually at least. Limits are deter-
mined in consideration of economic data and in
close coordination with the Group and are then
approved and adopted by the Board of Man-
agement. Country risks within the scope of new
business activities are only entered into in
countries with good or very good creditworthi-
ness. As in the preceding year, it was therefore
not necessary to recognise a bad country debt
value provision for transfer risks. Individual
exposures collateralised through property are
classified depending on the location of the
property. In all other cases, classification is
based on the registered office of the business
partner.

Market Price Risks

Berlin Hyp is a non-trading book institution.
As a Pfandbrief bank, Berlin Hyp largely
assumes market price risks in the form of inter-
est and spread change risks. Except for peak
amounts, the Bank does not have any open
currency positions in the real estate financing
business in accordance with its risk strategy.
The mortgage lending business and refinanc-
ing in foreign currencies are generally covered
by corresponding hedging transactions. The
Bank does not incur share price risks.

The controlled incurrence of market price risks
is based on a range of risk and earnings indi-
cators. The interest rate change risk is hedged
with interest rate derivatives.

The Bank uses a combination of risk sensi-
tivities, the value-at-risk approach and other
stress tests to measure the risk of interest rate
changes. For market price risks, a value at risk
with a holding period of one trading day and a
99.0 per cent confidence level are determined
based on a historical simulation approach
using an unweighted ten-year time series,
taking into account linear and non-linear risks
including volatility risks. Since 31 December
2022, and in coordination with LBBW, the
assessment of the market price risk within the
context of risk-bearing capacity (ICAAP) has
involved the examination of a stressed value at
risk that includes the stress period associated
with the global financial crisis of 2008/2009,
with a confidence level of 99.9 per cent and a
holding period of one year. The value at risk
also takes credit spread risks and interest

change risks from the Bank’s pension reserves
into account in addition to general interest rate
change risks.

The Bank determines an early warning indi-
cator in accordance with the requirements

of the EBA guideline on the management of
the interest rate risk for transactions in the
banking book. The cash value changes of the
six IRRBB (Interest Rate Risk from the Banking
Book) scenarios stipulated under regulatory
law are set in proportion to common equity tier
1 capital (supervisory outlier test). The stress
scenarios for market price risk also include
various earnings and risk stress tests and a net
interest income simulation.

The value at risk and the IRRBB interest
scenarios are limited. Thresholds have been
established ahead of the limits. The early
warning indicator and change in net interest
income while applying the six IRRBB interest
rate scenarios stipulated under regulatory law
come with regulatory warnings. Recourse in
relation to the market price risk was below the
value-at-risk limit throughout the 2023 finan-
cial year. As a result of a high level of volatility
on the market in the aftermath of the failure of
Silicon Valley Bank and the acquisition of Credit
Suisse by UBS, the market price risk rose in

the first half of 2023, but could then be reduced
towards the end of the first half of the year,
after which its fluctuation wasn’t as sharp. On
the reporting date, the one-day market price
risk was €7.48 million at a limit of € 10 million
and a confidence level of 99.0 per cent.

Market price risks are reported daily to the
Board of Management. This includes, among
other things, information about basis point
sensitivity for the overall risk-bearing posi-
tion, the risk coefficients, the early warning
indicator, the value at risk utilisation and cash
value profit and loss analyses. A predefined
escalation process is triggered when warning
thresholds or limits are reached or exceeded.
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The daily reports to the management also
include comments on the results of back-test-
ing. In 2023, all observed backtesting outliers
were due to the significant interest rate hikes
and the strong market movements resulting
from the uncertainty in the capital market due
to the failure of Silicon Valley Bank and the
acquisition of Credit Suisse by UBS.

Reports on the results of the stress tests are
prepared periodically as part of the monthly
and quarterly reports. Aside from specific
interest rate changes, these scenarios also
include the results of actual, historical interest
rate developments. Alongside interest curve
modifications, stress simulations are also used
to examine the effects of credit spread changes
on the cash value. Besides the presentation

of the cash value impact on these scenarios,
the impact of the six IRRBB scenarios on net
interest income is also reported on.

As a result of the implementation of the
requirements of the EBA guideline on the man-
agement of credit spread risks in the banking
book (CSRBB), the price risk was assigned

to the market price risk as at 31.12.2023. It
encompasses the risk that in case of existing
incongruities with dates on which the capital
falls due, the Bank can only carry out follow-up
financing in the next 12 months on the basis
of increased favourable refinancing spreads.
Furthermore, the price risk also takes into
account the effects of increased refinancing
spreads on pre-conditioned forward loans. The
risk is considered within the framework of the

risk-bearing capacity concept and is limited.
As at 31 December 2023, the price risk was
€23 million for a limit of €40 million.

Liquidity Risks

Berlin Hyp defines a liquidity risk in the nar-
rower sense as the risk that current and future
payment obligations may not be met in full or
on time. The liquidity risk in the sense of an
insolvency risk is a material risk for Berlin Hyp.

The Bank uses various instruments, key perfor-
mance indicators and analyses to monitor and
manage liquidity risk.

The procurement risk is the risk that

Berlin Hyp may no longer be able to fulfil short
term outstanding payment obligations within
the next 30 days if access to the unsecured
money market is eliminated. This is designed
to ensure that the Bank will be able to fulfil all
payment obligations within the next 30 days.
The procurement risk is determined and
reported on a daily basis.

As the Bank is classified as a capital market-
oriented institution within the meaning of the
MaRisk, daily checks are carried out to ensure
that liquidity is guaranteed for seven or 30 days
in accordance with defined MaRisk conditions
(BTR 3.2).



The regulatory minimum ratio for the Liquid-
ity Coverage Ratio (LCR) is 100 per cent.
Internally, the LCR is controlled with a target
ratio of at least 120 per cent. On the reporting
date 31 December 2023, the LCR ratio was
149.8 per cent and therefore well above the
minimum.

The following chart shows the development of
the LCR, in each case at the end of the month:

Development of LCR in 2023
in %
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The liquidity risk for the next 365 days will be
determined for the Group by LBBW and the
institutions and monitored by the respective
institution. The procedure here is based on the
survival period in the baseline scenario which
is determined and reported on a daily basis. It
is based on a liquidity progress analysis under
the assumption of stress. Intact access to the
secured and unsecured capital market is also
assumed.

The survival period in stress scenarios is

also determined. This describes the period of
time that the Bank could survive in a stressful
environment with restricted access to the unse-
cured capital market on the liquidity side.

May June July August September October November

In addition to monitoring liquidity risk limits,
the Board of Management is updated on a
monthly basis on the concentration of secured
and unsecured money market refinancing with
individual counterparties.

December
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Liquidity is managed in compliance with eco-
nomic limits/warning thresholds. Compliance
with regulatory requirements is a mandatory
secondary condition. Falling below a warning
threshold or a limit triggers a predefined
escalation process.

The liquidity buffer for ensuring liquidity
consists of diversified assets from the various
categories, almost exclusively ECB-eligible,
according to the CRR regulations. The Bank
generally does not create any new exposures in
insufficiently liquid markets.

The Treasury of Berlin Hyp provides monthly
forecasts of liquidity development for a period
of at least twelve months. The underlying
assumptions are regularly reviewed and
adjusted as necessary.

A regulatory minimum quota of 100 per cent
will apply for the net stable funding ratio
(NSFR). On the reporting date 31 December
2023, the NSFR ratio calculated on the basis of
CRR Il was 111.3 per cent. Based on the liquid-
ity and issuance planning, a quarterly forecast
of the future LCR and NSFR development is
prepared.

Berlin Hyp's refinancing ability was also
guaranteed in 2023.

Investment Risks

In the reporting period, Berlin Hyp held shares
in a total of five different companies, including
three companies from the real estate digitalisa-
tion sector, based in Berlin.

This included a 49 per cent share in OnSite
ImmoAgent GmbH with its crowd-based prop-
erty viewing service. In addition, the Bank holds
shares in a venture capital fund, PropTechl
Fund | GmbH & Co. KG, whose investment focus
is on start-ups for the digitalisation of the Euro-
pean real estate industry. The shareholding was
6.97 per cent as at 31 December 2023. During
the 2023 financial year, the Bank also had a
further minority stake of 24.52 per centin 21st
Real Estate GmbH, which supplies software for
analysing the market price and locations of
commercial properties.

On 22 December 2023, Berlin Hyp sold its
shares in 21st Real Estate GmbH to a property
appraisal company in the Scout24 Group.
Because the sales became effective after the
reporting date, the interest in the company
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was still included in the balance sheet as at
31.12.2023. The minority interest in BrickVest
Ltd. London was written off in the 2023 finan-
cial year within the framework of an out-of-
court settlement.

Berlin Hyp holds 100 per cent of the shares in
Berlin Hyp Immobilien GmbH which, in addition
to its own brokerage activities, also handled
the marketing of real estate, but no longer has
any active business operations.

After the reporting date, on 17.01.2024,
Berlin Hyp established an intermediate
company that is to manage all of the Bank’s
strategic investments. This company, all of
whose shares are held by Berlin Hyp, operates
under the name Berlin Hyp Beteiligungs-
gesellschaft mbH.

Property Risks

Property risk refers to the risk of losses against
the current market value due to changes in the
value of property owned by Berlin Hyp. Because
Berlin Hyp's business model does not include
the active acquisition or sale of real estate,

the portfolio during the reporting period only
contained two properties, both of which are
used by Berlin Hyp. The construction of the new
corporate headquarters involves various risks
with potential negative effects on the costs. The
Bank has carried out appropriate risk analyses
and analysed the potential impact on costs as
part of a worst-case scenario. It has set up a
construction controlling system for monitoring
and managing these risks and has also commis-
sioned an external construction audit with the
project advisers.

Non-Financial Risk Types

In accordance with the risk taxonomy, a
distinction is made between material and im-
material risk types with regard to non-financial
risks as well.

Berlin Hyp considers the risk type “Operational
risks in a narrow sense” to be a material risk.
Non-financial risk management is centrally
coordinated and operational risks (OpRisk) are
monitored in the Risk Control division in consul-
tation with the decentralised OpRisk managers
at the various divisions and departments.



Operational Risks

Operational risk (OpRisk) is defined in the CRR
as the risk of loss resulting from inadequate/
failure of internal processes, people or systems,
or from external events. This definition also
includes legal risks. The operational risk in a
narrow sense comprises risks that cannot be
assigned to a specific sub-type of operational
risks.

Up until the changeover to the new standard
approach (BCBS 355) Berlin Hyp will use an
advanced approach approved by the Supervisory
Board (AMA — advanced measurement approach)
to quantify operational risks. The internal model
is validated on a regular basis.

Berlin Hyp has a systematic process for
identifying, evaluating, monitoring and manag-
ing operational risks. The Board of Management
is informed about the operational risks of the
Bank in the quarterly risk report. Should extraor-
dinary events occur, in particular if material
losses are involved, the Board of Management is
informed by ad-hoc reporting.

Various instruments are used to efficiently
manage operational risk. These include, but are
not limited to:

Limit utilisation
in €m

-> Scenario analyses for determining loss
potential (quantitative OpRisk inventory)

- A collection of loss cases (internal/external)
as a basis for statistical evaluations for
risk assessment (actuarial approach: loss
distribution approach) and for defining
scenarios relating to specific business areas
for scenario analyses

-> Early warning system (recording and
monitoring of risk indicators)

- Controlling of measures (recording and
monitoring of measures)

- Risk transfer through insurance cover

The Bank participates in a data consortium for
the collection of OpRisk claims. This expansion
of the internal database with external claims is

a mandatory part of the Advanced Measurement
Approach (AMA) applied at the Bank.

Within the framework of the overall risk assess-
ment derived from Berlin Hyp's risk-bearing
capacity, Berlin Hyp has set up limits for opera-
tional risks, which are reviewed at least once a
year and approved by the Board of Management.

As at 31 December 2023, the operational risk
was €37.63 million for a limit of € 60 million.
The monthly values for operational risk in 2023
determined using the AMA model are shown in
the following diagram:
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Legal Risks

Legal risks are part of operational risks. They
include, among other things, the potential
obligation to pay fines, monetary penalties or
other types of penalties arising from regulatory
measures or agreements under private law.
These risks may also arise from the violation

of current and changing legal regulations, in
particular from contractual, statutory or judicial
legal provisions.

Along with the specialist departments, the
Compliance function and the Risk Control
division, the Legal Department (Governance
division) is also responsible for identifying and
preventing legal risks. The monitoring of legal
risks that have occurred is generally one of the
tasks of the Legal Department. Major projects
are centrally coordinated from a legal perspec-
tive. For risk prevention, the Legal Department
provides templates and explanations for
contracts and other legally meaningful declara-
tions to a reasonable extent. The involvement
of the Legal Department is mandatory for
cases involving deviating or new regulations.
If external law firms are involved, management
is usually handled by the Legal Department.
The HR department is responsible for labour
court proceedings.

If unforeseen developments have occurred

to the detriment of the Bank or errors have
been made, the Legal Department will help to
identify, rectify and prevent the errors in the
future. It also assumes the task of reviewing
and evaluating the events according to legally
relevant facts and managing any litigation.
This applies above all to the defence of claims
asserted against the Bank.

The member of the Board of Management
responsible for the Legal Department receives
a report on a semi-annual basis on material
legal risks that have been qualified as ongoing
orimminent legal proceedings of the Bank.
Ad-hoc reporting is provided for events of
particularimportance.

In 2023, the General Court of the European
Union dismissed the claim of a French bank for
reimbursement of cash collateral provided after
termination of its banking licence for the Single
Resolution Fund. It is not yet clear whether

and to what extent the decision of the court
will impact financial reporting relating to this
collateral instrument.
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Human Resources Risks

Bottleneck Risk

The quantitative and qualitative staffing of

the banking divisions is managed by strategic
resource planning. It aims to ensure the
functional capability and future viability of
Berlin Hyp and is adapted on an ongoing basis.
Here, megatrends, developments in new and
established business areas, regulatory require-
ments and demographic staff development are
taken into account in order to keep planning
up to date and realistic.

Berlin Hyp draws on various recruitment
sources to cover its staffing requirements, with
internal recruitment always taking precedence
over external recruitment. Aside from the inter-
nal job market, Berlin Hyp also publishes job
offers in publicly accessible media. Specialised
platforms are used to fill vacant positions as
quickly as possible for the desired profile.
Berlin Hyp obtains assistance from recruitment
experts for the staffing of challenging positions
within a tight labour market environment.
Taking into account the Bank’s existing staff
levels, the overall bottleneck risk is considered
to be increasing but still moderate on the
whole.

Motivation Risk

Employee motivation is promoted through
sustainable workplaces and content, a vibrant
corporate culture and the active participation
of the employees in the development of
Berlin Hyp. This also promotes loyalty to the
company. Ongoing feedback serves as an
indicator. It is part of the corporate culture,
anchored in the competence model of the
Bank and implemented in various processes
and through different media. In particular,

the Bank has taken a participatory approach
to designing the change process, which
encourages employees to get involved; as a
result, they identify more closely with the new
developments. Examples here include com-
munities, networks and working groups across
divisions and hierarchies, to name but a few.
The motivation risk is considered to be low.

Qualification Risk

Due to the age structure, a number of employ-
ees will leave Berlin Hyp in the medium to long
term because of their age. It is important to
ensure that the departing employees transfer
their knowledge to the remaining colleagues.
Hybrid work, digitalisation and ESG require-
ments are leading to new working conditions,



processes and requirements and changing the
skills needed by employees. Employee devel-
opment will therefore be supported, in parallel
with the transfer of knowledge. The Bank sees
learning and development in the professional
context as an ongoing process. Technical,
methodological and personal requirements are
defined in the Bank’s competence model and
job descriptions. Various learning modules are
offered within the framework of the “Berlin Hyp
Learning World” in order to ensure employees’
development needs are addressed. Qualifi-
cation measures are planned in discussions
between managers and employees in each case
and are then subsequently assessed. Managers
are to actively support employees in this
regard. The Bank, in turn, supports managers
with the development of their leadership skills
by offering training courses and programmes
designed specifically for managers, such as the
peer group learning module for managers and
the coaching programme.

The Bank has allocated an average of 3.5 train-
ing days per employee and per year as the
target. Employees had an average of 4.8 days
of training and continuing education in 2023
(2022: 4.7 days; 2021: 4.0 days). In addition

to a variety of tailor-made in-house measures
and select external training opportunities, the
current figures result from development meas-
ures implemented as part of change processes
as well as targeted training to improve the
digital skills of the workforce. In light of all this,
Berlin Hyp considers the qualification risk to
be Tow.

Information Risks

Information security management (ISM) and
information and IT risk management (IRM) have
been set up as independent activities within a
2nd line function for the continuous monitoring
of security requirements, whereby the risk
situation is taken into account and effective risk
management is ensured here. The identified
information or IT risks (quotients of loss amount
and probability of occurrence) are evaluated
and reduced using appropriate measures.

In order to ensure that regulatory requirements
are met, and that the level of information
security is continuously increased, the following
areas are examined with the help of certain
tools:

- The taking of inventory of IT assets and their
effect chains (CMDB)

- The performance of need-for-protection
and business impact analyses and the
inheritance of needs for protection along the
effect chains

-> The monitoring of compliance with
information security requirements as
communicated in instructions

- Tracking of and follow-up on identified
shortcomings (deviations/GAPs)

- The periodic review of documentation on
permissions and authorisations

- The monitoring and updating of emergency
plans

-> The analysis and assessment of security
requirements when procuring services via
third parties — with regard to the selection of
providers, contractual arrangements and the
continuous monitoring of services

- Documentation of vulnerabilities and
alarms from Security Information and Event
Management (SIEM)

- Preparation of key performance indicators
and reports for the management

- The identification, assessment and reduction
or acceptance of IT risks

Binding measures to raise awareness among
employees of the importance of information
and IT security issues are implemented on

a continuous basis. Moreover, general and
event-driven awareness-raising measures (such
as ad hoc security instructions) are published
on the intranet for all employees and phishing
tests are performed regularly.

Employees in operational information security
in the IT organisation have established
extensive measures to protect and monitor
the IT environment:

- Risk-oriented protection measures for
ensuring the confidentiality, availability,
authenticity and integrity of the data that
are processed, transported and stored
viathe IT systems have been established and
are regularly reviewed while taking relevant
security requirements into account.

- Existing IT processes that ensure secure IT
operations and the procurement, operation
and decommissioning of IT assets are
also monitored to make sure they meet all
security requirements.

- The implemented vulnerability management
system for the automatic detection of known
threats is continuously adapted to address
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the latest new threat situations and it has
also been extended to all relevant network
segments.

- A Security Information and Event Manage-
ment (SIEM) organisation, with the support
of a permanent Security Operation Centre
(SOCQ) to ensure the monitoring of detected
incidents and the evaluation of the incidents
by Security Compliance Operating experts,
has been established.

Up-to-date (security) regulations have been
agreed on with the IT service providers in order
to protect sensitive data in the Bank’s own data
centres and those operated by the service provi-
ders. Furthermore, an essential part of these
regulations are backup environments to which
we can quickly switch overin case of emergency.
The functionality of the measures is reviewed at
least once a year together with the emergency-
relevant IT service providers and the specialist
departments that utilise the measures.

To limit information and IT risks, data security
regulations and regularly updated and reviewed
emergency procedures were defined as an
integral part of the Bank’s written regulations
based on the identified critical business proces-
ses and the assigned IT systems. This is meant
to ensure the continuation of time-sensitive
business processes with the help of emergency
plans even in emergency and crisis situations.

Cloud technologies are part of the basis for the
digitalisation goals of a modern bank. They also
support compliance with ESG requirements and
sustainability goals in the IT environment.

In the long term, all of this will support a sim-
plification of processes and procedures, taking
into account regulatory requirements and the
targeted security levels within the LBBW Group
(e.g. to increase cyber resilience).

As a first step, a holistic cloud strategy is being
developed and a cloud governance system

is being set up. The design of cloud-relevant
processes and the definition of use cases to
introduce the required cloud functionalities
plays an important role here.

Currently, the Bank seeks to use on-premises
and/or private cloud solutions for security-
critical solutions.
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The Russia-Ukraine war has also led to a new
exceptional situation in terms of IT, and the
latest developments in the war are continuously
assessed as part of the regular coordination
between the ISM, IT, IRM, building security
and business continuity management (BCM)/
IT emergency management organisations. No
security incidents resulting directly from the
Russia-Ukraine war have been identified and
the heightened risk due to the war, as well as
the associated IT risks, have been documented
in the IR system. Preventive efforts here are
focusing on defence against cyber attacks and
maintaining the stability of the energy supply,
and to this end new precautionary measures
and a new emergency plan have been imple-
mented.

Compliance Risks

In accordance with Section 25a and Section
25h of the German Banking Act (KWG) and the
relevant circulars of the banking supervisory
authority, Berlin Hyp has created business and
customer-related security systems for the pre-
vention of money laundering, terrorist financing
and other criminal acts at the expense of the
institution. A risk analysis is carried out once

a year, informing the Board of Management
about the risk potential of the Bank. According
to the risk analysis carried out in 2023, the
money laundering officer concluded that the
risk of exposure to money laundering, terrorist
financing and other criminal activities should
be considered “medium” to “low”, taking into
account implemented risk mitigation measures,
and that the risk of exposure to other criminal
activities should be considered predominantly
“low”, taking into account implemented risk
mitigation measures.

Other Immaterial and Non-Financial Risks
Model Risks

Model risks describe the risk of potential
damage as a result of decisions based on the
results of models that display weaknesses and
uncertainties. Berlin Hyp re-evaluates model
risks on a regular basis as part of model vali-
dations and the risk inventory. The risks from
credit risk and market price risk models are
considered to be sub-items of the counterparty
default and market price risks.

Business Risk (incl. Strategic Risk)

General business risks comprise price, quantity
and cost risks caused by negative deviations
from expected values due to changes in



business volume, margins, commission income
and/or costs. The strategic risk contains the risk
of negative business development due to fun-
damental decisions regarding business policy.
The strategic risk as a sub-type of the busi-
ness risk is limited by observing market and
competition conditions and the corresponding
reactions of the responsible divisions. The
business risk is managed by the entire Board
of Management. Certain decisions also require
the approval of Berlin Hyp's Supervisory Board.

Reputational Risks

Reputational risk management aims at

both preventing reputational damage and
containing damage when events occur that
are relevant for the reputation and image of
Berlin Hyp directly, and also for the reputation
and image of the Group (impact on Berlin Hyp).
Communicational errors are limited and
prevented by continuously monitoring report-
ing and continuously maintaining contact
with media representatives and gauging their
reactions.

Since the end of 2021, the Bank has been
conducting a scenario-based risk analysis
geared towards loss potentials and probability
of occurrence. The analysis evaluates scenar-
ios in terms of their reputational risks on an
annual basis. In the last analysis as at the end
of 2023, 60 scenarios were evaluated, of which
two were rated as medium risk according to
measures, and all other scenarios were classi-
fied as low risk.

Overall Statement on the Risk Situation

The risks incurred by Berlin Hyp were covered
at all times throughout the financial year by the
available risk-covering assets. In 2023, the risk
limits were complied with for all material risks.

The risk coverage as at 31 December 2023
amounted to €1,906 million; the total risk
position was € 856 million. Therefore, the uti-
lisation of the total risk versus the risk cover-
age was 45 per cent. The resulting flexibility
of the risk-bearing capacity amounted to
€1,050 million.

The following chart shows the development of
financial flexibility within the framework of the
risk-bearing capacity concept at Berlin Hyp:
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Risk type Value as at 31 Dec. 2023 in €m
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Counterparty default risk 614

Market price risk 187 ‘

Operational risk 38 ‘

Real estate risk 18 ‘

Total risk 856

The risk-bearing capacity concept assumes a holding period of one
year at a confidence level of 99.9 per cent
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The limit for total risks as at 31 December 2023
was €1,250 million. Thus, the limit utilisation
as at 31 December 2023 amounted to approxi-

mately 68 per cent.

The Bank has initiated measures to identify
potential deteriorations in the creditworthiness
of individual exposures as early as possible.
The analyses of the loan portfolio were sup-
plemented by stress tests. Furthermore, the
effects of adverse developments are examined

on a regular basis.
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November December

Berlin Hyp took into account the latent effects
on the economy and in particular on the real
estate industry resulting from risks from global
developments by establishing management
adjustments for valuated loans and irrevocable
lending commitments.

Berlin Hyp's refinancing ability was also guar-
anteed in the reporting period and was neither
affected by the changes in the real estate
market nor the current global crises. Increased
market or liquidity risks were not identified, not
even as a consequence of the development of
interest rates. The Bank’s risk-bearing capacity
was maintained during 2023 and all risk limits
were complied with.
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The annual accounts of Berlin Hyp are produced
in accordance with the provisions of the German
Commercial Code, supplemented by corporate
law provisions and taking into consideration
the Pfandbrief Act (Pfandbriefgesetz) and the
Accounting Ordinance for Banking Institutions
(Verordnung Uber die Rechnungslegung der
Kreditinstitute). The accounting standards of
the German Accounting Standards Committee
are applied. According to IFRS, Berlin Hyp is

not obliged to present consolidated financial
statements since the only subsidiary, Berlin Hyp
Immobilien GmbH, does not have significant
influence on the presentation of Berlin Hyp’s
earnings, financial and assets position.

The Finance division is responsible for
accounting. The organisational unit carries
responsibility for the general ledger and
accounting and for technical matters and port-
folio management in the subsidiary ledgers.
Pursuant to the principle of the separation of
functions, the assessment of financial instru-
ments by the Risk Control division and the
evaluation of credit risks by the Risk Manage-
ment division is pursued on a case-by-case
basis within the financial reporting process. Job
descriptions are available for relevant positions.
Furthermore, human, technical and organisa-
tional resources are also available in order to
ensure the sustainable and disruption-free
handling of tasks. The divisions are assigned to
the Board'’s credit function sphere.

In their management reports, corporations as
defined in Section 264d of the German Commer-
cial Code (HGB) must describe the significant
characteristics of the internal control and risk
management system with regard to accounting
processes. Berlin Hyp regards as “significant”
any legal violations as well as errors having

a qualitative and quantitative influence

on the validity of accounting processes that

are relevant to decisions pertaining to the
recipients of the information.

System and Risk Management System

The accounting-related internal control system
encompasses principles, measures and
procedures for the regularity and reliability of
accounting processes, compliance with relevant
legal provisions and ensuring the effectiveness
of the monitoring of accounting processes.

The accounting-related internal risk manage-
ment system encompasses measures for the
identification, assessment and limitation of
risks opposing the objective of ensuring the
regulatory conformity of the annual accounts.

The objective of the internal control system

is to record business transactions and events
in accordance with the legal regulations, the
Articles of Association and other internal direc-
tives, in a complete, swift and correct manner,
to process and document them as well as to
accurately assess, show and evaluate assets and
liabilities, thus allowing for a correct identi-
fication of results. The controls also serve to
provide this final information in a swift, reliable
and complete manner.

The Board of Management is responsible for
the structure and maintenance of the internal
control system. The established accounting-
related internal control system consists of pro-
cess-integrated, error prevention regulations
and facilities, as well as in the form of integrated
and organisational controls. In addition, regular,
case-related monitoring measures independent
of processes have been implemented.

At Berlin Hyp, accounting processes are stand-
ardised and are subject to constant supervision.
The processing, entry and documentation

of relevant accounting data occurs using IT
systems that keep accounting books and other
records in electronic form. Berlin Hyp applies
the core SAP application as an integrated
comprehensive banking solution. This system
reduces interfaces between various data
processing applications, weak links in the data



flow as well as manual interventions and pro-
cesses. Regulations and measures regarding IT
security, which are also of particular importance
when it comes to accounting, have already been
discussed. A thorough separation of functions
along with organisational instructions and the
distribution of technical roles and access rights
should ensure in advance that interventions
inaccounting processes can only be undertaken
in accordance with official responsibilities and
competence. Unless specialised, two-person
integrity systems have been established,
organisational control activities are provided on
a standardised basis. Electronically generated
raw data as well as the various interim and final
results are analysed, tested for plausibility

and randomly examined by the divisions

using a variety of system-supported compar-
isons, agreements, target comparisons and
time-series developments on an individual
transaction basis. Both technical requirements
and workflow descriptions are in place for

the individual processing steps within the

framework of the relevant development process.

Internal and external reporting is also subjected
to a multistage quality-assurance process
before financial information is released.

Accounting processes are an integral compo-
nent of the Audit division’s risk-oriented audit
planning system. Audit focuses are changed
on a regular basis. Audits take place as system
audits and are underpinned by case-by-case
audits using random samples where required.

In the 2023 financial year, audits relevant for
financial reporting were carried out on the
settlement of securities transactions, com-
pany controlling, the setting of conditions for
customer business, the cover register/refinanc-
ing register, accounting and the reconciliation
of claims and liabilities (giro). As in previous
years, the Internal Audit division monitored the
process of reconciling loan accounts within the
scope of the dispatch of annual statements in
its role as a neutral body.

The audits carried out by the Internal Audit
division with regard to the accounting-related
internal control system did not reveal any
material findings in the reporting year.

Regarding special measures concerning the
management and monitoring of accounting
units that are to be depicted within the account-
ing framework, please refer to the information
provided in the risk report as well as to the
Notes.

In 2023, a number of external audits were
carried out within Berlin Hyp, in addition to the
audit of the annual accounts and of the man-
agement report for the second short business
year from 1 July to 31 December 2022. These
audits concerned either Berlin Hyp directly as a
separate financial institution or in its capacity
as part of the regulatory group.

The Bank followed up the findings in a coor-
dinated procedure led by the Internal Audit
division.
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Establishment of Targets for the Proportion
of Women in the Supervisory Board, Board of
Management and in Management Positions
Berlin Hyp is subject to representative par-
ticipation according to the German One-Third
Participation Act and, in accordance with the
legal requirements, has established targets for
the proportion of women on the Supervisory
Board and Board of Management through its
Supervisory Board.

Supervisory Board

Berlin Hyp’s Supervisory Board is currently
made up of six representatives appointed by
the shareholders and three employee repre-
sentatives. Berlin Hyp has currently met its
target of having at least two women on the
Supervisory Board, as there are currently three
women on the Supervisory Board.

Board of Management

The Board of Management currently has three
members. By resolution of the Supervisory
Board on 28 June 2022, a quota of women on
the Board of Management of 33.33 per cent
(33.33 per cent) was approved until the next
review on 30 June 2027.

Pursuant to Section 289f of the German
Commercial Code (HGB)

First and Second Management Levels Below
the Board of Management

The Berlin Hyp Board of Management approved
the targets for female executives for the first
and second management levels below the
Board of Management.

The target of 33 per cent should be reached at
both management levels by 30 June 2025. As
at 31 December 2023, 27.8 per cent (29.4 per
cent) of executives at the first level below the
Board of Management were female and 27.3 per
cent (30 per cent) at the second level below the
Board of Management. Overall, the percentage
of women in management positions at all levels
of management at Berlin Hyp is 28.1 per cent
(29.5 per cent).



VI Non-Financial Statement in accordance
with Section 289b and 289c of the
German Commercial Code (HGB)

Reporting Principles

GRI 2-1, 2-2, 2-3, 2-4, 2-5

According to Sections 289b-289e of the
German Commercial Code (HGB), Berlin Hyp AG
(Berlin Hyp or the Bank) is required to publish
an annual non-financial statement. This
obligation is fulfilled — without recourse to an
exemption option — by the publication of this
“non-financial statement” (hereinafter also
referred to as “statement”).

On 26 January 2022, Landesbank Berlin
Holding AG, as the seller and sole shareholder
of Berlin Hyp AG, and Landesbank Baden-Wiirt-
temberg (LBBW), as the purchaser, concluded a
purchasing agreement involving the sale to the
purchaser of all Bank shares held by the seller.
Since 1 July 2022, the LBBW Group has owned
100 per cent of Berlin Hyp. In addition, LBBW
and Berlin Hyp concluded a control agreement
with effect from 1 August 2022 that established
a tax unity for sales tax purposes, within the
framework of which Berlin Hyp was financially,
economically and organisationally integrated
into the LBBW corporate structure.

The statement concerns the financial year
from 1 January 2023 to 31 December 2023.

In addition, the scope of the statement has
been expanded to include reporting standard
elements from the Global Reporting Initiative
(GRI) and elements from the Task Force on
Climate-Related Financial Disclosures (TCFD).
All TCFD recommendations apply within the
non-financial statement, in particular by taking
into account physical and transition risks and
information on the decarbonisation project
and the financed emission intensities and their
management. The table in “1.3 Materiality
Pursuant to the CSR Directive Implementa-
tion Act (CSR-RUG)” offers an overview of the
integrated components of the GRI indicators.
For better readability, the terms of the GRI
have been adapted to the terms in accordance
with Section 289c of the German Commer-

cial Code (HGB). For detailed information,

reference is made to the GRI content index
published at the end of Q1/2024, available at:
https://www.berlinhyp.de/en/sustainability/

reportings.

Since 2013, an annual Sustainability Report
has been published for each calendar year, with
a reporting period in line with our financial
reporting. A GRI context index instead of a
completely independent GRI report has been
published since the 2022 reporting year, as
GRI content has been integrated into the
non-financial statement. Indicators that are not
considered in this statement are addressed in
other sections of the Annual Report or in the
separately published GRI content index. The
separately published GRI content index will
include additional sustainability performance
indicators which, due to the early verification of
the information in this non-financial state-
ment, were not available in time for inclusion
in this report. The procedure utilised here is
the same as that used for the TCFD index. The
GRI content index provides information on the
respective reference in the Annual Report and
the non-financial statement or via the content
that is part of the GRI disclosure in question.

The data foundation for the calculation of

the personnel figures was changed as at

1 July 2022: “total headcount excluding the
Board of Management” was replaced as the
data foundation by the number of “active
employees” (excluding the Board of Manage-
ment, student employees, students in dual
study programmes, interns, employees in
inactive employment relationships, and other
employees on a leave of absence). The age
groups have also been changed. Figures from
the previous period were recalculated using
the new data foundation and new age groups.
Other new ways of presenting figures are refer-
enced as footnotes in the text or in the tables in
the non-financial statement.
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The Supervisory Board of Berlin Hyp has volun-
tarily commissioned Deloitte Wirtschaftsprii-
fungsgesellschaft to conduct a business audit
of the report in accordance with the ISAE 3000
(revised) for the purpose of obtaining limited
assurance pursuant to Sections 289b-289e of
the German Commercial Code (HGB).

Economic indicators — provided they are part

of the audit of the annual financial statements -
are audited by the auditors of Berlin Hyp.

In addition, Berlin Hyp publishes an annual
Environmental Statement. Consumption

data, the collection method, CO, emissions of
operational ecology and environmental man-
agement are audited externally by GUT Certifi-
zierungsgesellschaft flir Managementsysteme
mbH, Berlin, within the framework of validating
the Environmental Statement in accordance
with EMAS. The publication of the Environ-
mental Statement is planned for the second
quarter of the financial year; it will be available
at: https://www.berlinhyp.de/en/sustainability/
reportings. Deviations from the non-financial
statement are explained. The Board of Manage-
ment and the Supervisory Board approve and/
or take note of the aforementioned reporting
formats.

Berlin Hyp will publish this statement on its
website at www.berlinhyp.de. In addition, a
separate publication including an GRI content
index and a TCFD index will be published in
the first quarter of 2024; it will be available at:
https://www.berlinhyp.de/en/sustainability/

reportings.

Business Model

Information on the business model can be
found in the Management Report under

| Principles of the Bank — Business Model.

Declaration by the Members Service

1. Sustainability Concept

1.1 Goals

Berlin Hyp's strategic goal of becoming one of
the most modern real estate financier in Ger-
many also involves the achievement of specific
sustainability objectives: Sustainability is not
only about reducing our own carbon footprint,
but above allitis about promoting and simpli-
fying the transition to a more sustainable econ-
omy with sustainable financing products for the
real estate industry. Berlin Hyp’s commitment
to sustainability is governed by the four dimen-
sions of the Bank’s ESG®-vision: sustainability
in business operations, a sustainable business
portfolio, ESG risk management, transparency
and ESG capabilities. Berlin Hyp defines ESG
capabilities as capabilities that make it possi-
ble to establish and maintain the decentralised
incorporation of ESG aspects and issues within
the framework of normal business operations
(see the ESG governance chartin “2.1 Respon-
sibility” in this statement). The Bank formalises
responsibilities within its own organisational
structure and process organisation and
integrates its ESG vision as a core component
of the business strategy (see the Objectives
and Strategies segment in the Principles of the
Bank section of the Management Report). The
ESG vision can also be viewed on the Berlin Hyp
website at https://www.berlinhyp.de/en/sustain-
ability/sustainability-strateqgy.

1.2 Strategic Analysis and Measures

Berlin Hyp is one of Germany’s major real
estate and Pfandbrief banks for commercial
real estate financing. By making use of certain
criteria in its lending decisions (in order to con-
tinuously increase the share of green buildings
in its portfolio, for example), the Bank seeks

to indirectly exert a positive influence on the
development of existing buildings in the target
regions and asset classes it has defined.

The necessary shift to carbon neutrality is
currently one of the most important issues

in the real estate industry. If this issue is not
addressed, the building sector, which depend-
ing on the estimate in question accounts for
anywhere between 30 per cent and 40 per cent
of total CO, emission in Germany?®, will find
itself in a precarious situation in terms of its
assets being able to continue to serve as stable
collateral. At the same time, buildings in our

9ESG = Environmental, Social and Governance

19 Federal Ministry for Economic Affairs and Energy (BMWi)
(December 2021): Energy efficiency in numbers —
development and trends in Germany in 2021
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latitude are exposed to the negative effects of
the climate change such as increasing climate
and environmental risks, e.g. temperature and
weather changes.

Berlin Hyp is committed to the Paris Climate
Paths for the Federal Republic of Germany

and is actively working to promote the trans-
formation to an economy marked by lower
greenhouse gas emissions. Berlin Hyp issued
a Sustainability-Linked Bond in 2021 in order
to link its strategic sustainability goals and
targets with its refinancing activities on the
capital market. The Bank has thus committed
itself to achieving climate neutrality by 2050
at the latest and —in line with the Climate
Paths — aims to reduce CO, emissions by 40 per
cent between 2020 and 2030. This applies not
only to the Bank’s own business operations but
also, and in particular, to its core business of
real estate financing. Moreover, the business
portfolio is managed on a scientific basis,
specifying that carbon neutrality will have to
be achieved by 2050 at the latest.

During the last quarter of 2022, Berlin Hyp
therefore launched its “Decarbonisation

Path” project in which the financed emissions
resulting from its loan portfolio were calcu-
lated in accordance with the PCAF!! standard.
The calculation covers the Scope 1 and Scope
2 emissions of the financed commercial real
estate. The calculation in accordance with the
PCAF standard constitutes a further develop-
ment of the calculation of the CO, intensity

of the loan portfolio, which was previously
performed within the framework of Sustaina-
bility-Linked Bonds (for the method, see: ESG
Bond Report 2022). The new calculation repre-
sents an improvement in that now only those
parts of properties that are actually financed
by Berlin Hyp, and the related emissions, are
considered, whereas previously the total space
of the properties was used as a basis. On the
basis of the newly calculated financed emis-
sions, ambitious goals for CO, reductions were
defined both for the overall loan portfolio and
the loan portfolio sub-segments, showing us
the way towards net zero. The feasibility and
the economic implications of the CO, reduction
goals were reviewed in an impact analysis.
Furthermore, we, as Berlin Hyp, are committed
to doing our best to make sure that our overall

loan portfolio does not exceed the 1.5-degree
pathway defined by CRREM, which specifies
publicly accessible and science-based CO, lim-
its for real estate and ensures compliance with
the Paris Agreement. We make this commit-
ment with the proviso that the decarbonisation
of electricity and heating networks and the use
of new energy sources occur as anticipated. The
German government’s roadmap for the decar-
bonisation of electricity and heating networks
forms the basis for these assumptions.*?

11 PCAF: https://carbonaccountingfinancials.com/about
12 Electricity: Renewable Energy Sources Act 2023, Section 1:

“The share of gross electricity consumption accounted for
by electricity generated from renewable energy sources in
the territory of the Federal Republic of Germany, including
the German Exclusive Economic Zone (federal territory),
is to be increased to a minimum of 80 per cent by 2030.”
Heating: District heating — Federal Ministry for Economic
Affairs and Climate Action, ambition of climate neutrality
by 2045: “Climate-neutral heating networks by 2045”
https://www.bmwk.de/Redaktion/DE/Schlaglichterder-Wirt
schaftspolitik/2022/02/04-im-fokus-gruenewaerme.html
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As at 31 December 2023, Berlin Hyp's financed reduction target path (highlighted in dark

emission intensity of 30.0 kg CO, per m? greenin the chart) stipulates a course even
(31 December 2022: 31.0 kg CO, per m?) was more ambitious than the emission reduction
below the CRREM reference values. Changes target of 40 % for the loan portfolio from

compared to the previous year are mainly due 2020 to 2030 as defined in 2021 within the
to adjustments to the district heating emission framework of the Sustainability-Linked Bond
factor and the updated portfolio configuration. (see yellow dot in the chart).?

Furthermore, Berlin Hyp’s newly defined CO,

Financed emission intensity; === CRREM 1,5°C reference path Berlin Hyp target path
Comparison with the target path and CRREM Reduction of CO, intensity in line @® Berlin Hyp history
: 2 with the target within the framework
n kg COZ/m fa of the Sustainability-Linked Bond
45
40
35
30
55 Q42023
ACTUAL: 30.0 kgCO,/m?
TARGET: 29.3 kgCO,/m?2
20

15 2030

; TARGET: 17.3 kgCO,/m? \
10

2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 2044 2046 2048 2050

kWh tCO Outstanding Amount (€) .
Financed Emissions per area Loroperties ——a— * ol o WL - Standard for target in
P ZEl Market value (€) accordance with SBTI and thus
emission of financed properties, . .
intensity weighted by financed area , . Outstanding Amount (€) the appropriate metric for the
2 roperties M % Market value (€) Decarbonisation Path

13 Berlin Hyp's target paths are derived on the sub-seg-
ment levels of land and building type. The target path for
the Bank’s total portfolio results from the target paths
on the sub-segment level weighted on the basis of the
financed area.
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Currently, a control mechanism is being imple-
mented which aims at controlling ESG-relevant
price impulses in new lending along the decar-
bonisation path. Four control impulses, i.e.

“decarbonisation”, “transformation”, “property
risk” and “customer profile”, can affect loan

pricing to varying degrees in the form of mark-

ups and deductions.

- The “decarbonisation” impulse is firmly
integrated into Berlin Hyp’s vision via the
Sustainability-Linked Bond Framework and
results from a comparison of the financed
emissions of a new property with the target
value from the decarbonisation path of the
relevant sub-segment.

- The “transformation” impulse provides the
customer with incentives to implement
specific modernisation measures during the
loan term. The amount of the impulse results
from the CO, emissions reduced by moderni-
sation measures.

- The third impulse, “property risk”, aims at
providing a price impulse to create incen-
tives for properties with low climate risks.

- The fourth impulse, “customer profile”, takes
into account customer-related ESG factors
in loan pricing on the basis of the ESG score.
This can be used to set incentives for custo-
mer conformity with Berlin Hyp’s S&G targets
directly in pricing.

The control mechanism is reviewed and
adjusted on a quarterly basis. The target path
is monitored and/or calibrated annually on the
basis of the financed emissions of the prop-
erty portfolio and on the basis of the updated
CRREM paths and emission factors, if any. An
ad hoc adjustment may be made in the event
of an unexpected change to CRREM reference
paths, emissions factors or ambition levels.

In the second half of the year, the method for
deriving the decarbonisation path was revised;
in this context, data quality was improved

and the calculation method was refined. Each
quarter, Risk Control presents to the Sustaina-
ble Finance Commission the currently financed
emission intensity of the property portfolio of
Berlin Hyp in comparison to the target path.
The Commission uses this information to make
recommendations on possible adjustments for
control purposes.

Using the Bank’s published ESG vision (see
the Objectives and Strategies segment in the
Principles of the Bank section of the Manage-
ment Report) and future regulatory require-

ments as a basis, Berlin Hyp has created an
ESG implementation roadmap for the period up
until 2024. The ESG implementation roadmap
comprises all relevant sustainability activities
and their milestones, and provides an outlook
on upcoming activities. Based on the ECB’s
requirements, these activities are divided into
the dimensions “business environment and
strategy”, “reporting/disclosure”, “governance
and risk appetite” and “risk management”. The
ESG implementation roadmap is itself based

on the ECB Roadmap, the contents of which are
sent to the European Central Bank on a regular
basis for a review of the most recent status of
implementation of the various measures. Meas-
ures from the ESG implementation roadmap
that were assigned to the category of material
aspects in accordance with the CSR Directive
Implementation Act are shown in the table
“Catalogue of measures (extract) to support the
defined goals”.

1.3 Materiality Pursuant to the CSR Directive
Implementation Act

GRI 3-1, 3-2

In 2021, material issues for the 2021 non-fi-
nancial statement and the 2021 Sustainability
Report were defined from the perspective of
the company as a whole, taking into account
the CSR Directive Implementation Act and GRI
requirements.

The results of the materiality analysis from
2021 were reviewed and updated in an all-day
expert workshop in 2022. In the reporting year,
the results of the 2022 materiality analysis
were for the most part confirmed on the basis
of the 2023 CSRD materiality analysis by the
ESG Corporate Function, and are therefore (still)
the basis for the 2023 non-financial statement.
“Digital processes and products” are not
addressed in 2023 reporting, constituting a
deviation from the previous year. Moreover, the
material issue “Containment of climate change
in capital investments” is addressed for the
first time. The table below offers an overview

of material issues as they relate to the five CSR
Directive Implementation Act aspects in terms
of subject matter, and also shows the GRI stand-
ards used for reporting on each of these issues.
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Catalogue of Measures (Extract) to Support the Defined Goals
No.. Field of action in accordance Measure from the ESG implementa-  Sustainability aspect Deadline Implementation status
with the ESG vision tion roadmap 2022/2023 according to the CSR
Directive Implementa-
tion Act
1 Sustainable business 1.  ESG checklist Environmental and 12/2023 Implemented
portfolio 1.1. Calculation for the portfolio social concerns, fight 12/2023 Implemented
business for ESG scoring against corruption and
1.2. Adjustment ofthe ESG check-  bribery 11/2023 Implemented
list for new lending within the
affiliated group of companies
2 Sustainable business 2. Sustainable Finance Environmental and 03/2023 Implemented
portfolio Framework social concerns
2.1. Publication Sustainable 03/2022 Implemented
Finance Framework
2.2. Integration Social Loan 03/2023 Implemented
3 Transparency and ESG 3. ESGreporting automation Environmental, 06/2023 Implemented
capabilities 3.1. Implementation of relevant employee and social 06/2023 Implemented
ESG data fields in the system concerns
environment
3.2. Processes for the initial 06/2023 Implemented
population of the data model
3.3. Processes for the collection 06/2023 Implemented
of data in the new-lending
business process and/or
regular review of data
4 Sustainable business 4. Decarbonisation path Social Concerns 12/2023 Implemented
portfolio 4.1. Definition of a sector target 03/2023 Implemented
path and determination of
actual alignment
4.2. Concept for the implemen- 12/2023 Implemented
tation of the sector path in
portfolio management
5 Transparency and ESG 5. Implementation of the Social Concerns 06/2023 Implemented
capability Principles of Responsible
Banking (PRB)
5.1. Joining the United Nations 10/2022 Implemented
Environment Programme
Finance Initiative (UNEP FI)
and signing of the PRB
5.2. Publication of the first 06/2023 Implemented
progress report in the
second quarter
5.3. Transferto an established 06/2023 Implemented
process
6 ESG risk management 6. Materiality analysis Environmental 10/2023 Implemented
6.1. Execution of a materiality Concerns 10/2023 Implemented

analysis on the impacts of
ESG risks on market risks,

liquidity risks, operational
risks and strategic risks, as
well as a quantification of

risks.

78



Overview of Material Issues and GRI Mapping

Sustainability aspect Material sub-sections in accordance with the CSR Directive Chapter GRI disclosure type pursuant to the
Implementation Act GRI Standards 2021 and the extent
of coverage in this statement
Complete Partial
Reporting principles 2-4,2-5 2-1,2-2,2-3
Sustainability Concept Materiality pursuant to the CSR Directive 1.3 3-1,3-2
Implementation Act
ESG risks 1.5 201-2
Material risks pursuant to the CSR Directive 1.6 201-2
Implementation Act
Depth of the value chain 1.7 33 2-6,203-1, 203~
2,413-2,414-1,
414-2
Process Management Responsibility 2.1 2-14 2-15
Participation of stakeholders 2.4 2-28,2-29 413-1
Sustainability aspects and material sub-sections in accordance with the CSR Directive Implementation Act,
Section 289c¢ of the German Commercial Code (HGB)
Employee Concerns Information relevant to different aspects 3. 2-7,2-30, 3-3, 2-8,401-2
401-1
Promoting an open and fair working environment 3.1.1. 401 3, 406-1, 402 1,405-1,
407-1 405-2
Well-being and development opportunities 3.1.2 403-1, 403-3, 403-2,403-6
403-4, 403-5,
403-7,403-8,
404-1, 404-2,
404-3
Fair remuneration policy and proportionality of 3.13 2-19, 2-20, 2-21
commissions and bonuses
Social Concerns Information relevant to different aspects 33
Corporate social responsibility 3.2.1 203-1,203-2,
413-1
Customer relationship management 3.2.2
Consideration of social criteria when issuing bonds 3.23
Consideration of social criteria when selecting 3.24
financing projects
Data security 3.25 418-1
Transparent performance presentation 3.2.6 2-16,417-2, 417-1
417-3
Fight Against Corruption Information relevant to different aspects 33 33 2-23,2-24
and Bribery
Compliance 3.3.1 207-1,207-2, 2-27,206-1
207-3
Prevention of corruption and anti-competitive behaviour ~ 3.3.2 415-1,205-1, 2-16, 2-25, 2-26,
205-3,206-1 2-27,205-2
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Environmental Concerns Information relevant to different aspects 34 3-3
Consideration of ecological criteria when issuing bonds 3.4.1 203-1
Consideration of ecological criteria when selecting 3.4.2 203-1
financing projects
Containment of climate change in capital investments 343 201-2
Environmental management at our locations 344 302-1,302-3, 301-1,301-2,
303-5,305-4, 302-4,303-1,
306-3 303-2,303-3,
305-1, 305-2,
305-3,305-5,
306-1, 306-2
Respect for Human Rights Information relevant to different aspects 3.5 3-3,406-1 2-23,2-24
Human rights due diligence 35.1 407-1 2-25,2-26,2-27

The indicators 2-9 to 2-13, 2-17 to 2-18, 2-22, 201-1, 201-3, 201-4, 207-4, 301-3, 302-5, 303-4, 305-6 to
305-7,306-4 to 306-5, 403-9 to 403-10 are not taken into account in this statement.
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In 2023, a materiality analysis in accordance
with the requirements contained in the Corpo-
rate Sustainability Reporting Directive (CSRD)
was performed for the first time. The results
were developed and validated in cooperation
with internal and external stakeholders. They
are presented in a separately published high-
light report, which will be available in the first
quarter of 2024 at https://www.berlinhyp.de/en/
sustainability/reportings.

1.4 Outlook: Materiality in Accordance with
the Corporate Sustainability Reporting
Directive (CSRD)

In the first half of the year 2023, the Bank began
using a new comprehensive materiality analysis
in accordance with CSRD requirements. In this
regard, internal workshops were held with
participants from the affected specialist depart-
ments. As a first step, an “Impact” assessment
was conducted along the value chain in accord-
ance with the requirements contained in the
EFRAG Guidelines. In this context, actual and
potential effects resulting from capital invest-
ment, purchasing, banking operations and
financing were evaluated. In order to comply
with double materiality, the financial materiality
in connection with opportunities and risks from
sustainability issues was determined as well.
CSRD-relevant stakeholders validated the
results and the Board of Management took note
thereof and approved them.

Internal implementation roadmaps are pre-
pared for the impacts, risks and opportunities
identified as material (also known as “IROs”, i.e.
“impacts, risks and opportunities”). Reporting
for 2024 will be carried out in full compliance
with CSRD requirements. Material IROs mainly
occur within the value-added steps of banking
operations and financing. From the five envi-
ronmental aspects, climate protection, circular
economy, biodiversity, pollution as well as water
extraction and discharge were identified as
being material. Material IROs were determined
for the “social” aspect for our own staff, employ-
ees within the value chain, affected population
groups, consumers and end users. Corruption
and bribery still fall under the material sustain-
ability issues.

1.5 ESG Risks

GRI201-2

Berlin Hyp has integrated all relevant ESG risks
into existing risk management systems and
processes in order to ensure that all oppor-
tunities and relevant risks can be identified
and systematically controlled. These systems
and processes are intended to address both
financial and non-financial risks. Berlin Hyp
has established a central function for ESG risks
within the ESG risk management system. This
function is used to implement measures for
the design of a framework for risk controlling.
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Itincludes “Integration of ESG risks into existing
risk types” and “Quantification and integration
of ESG risks into rating models”.

The Bank has started developing methods
forthe annual climate risk analysis that enable
the assessment of the effects of transition

and physical risks on the risks of Berlin Hyp.
First, a methodology (“scenario analysis”) was
developed to assess the effect of physical and
transition risks on the credit risk, which consti-
tutes the most important risk at Berlin Hyp.

A materiality analysis is executed on a regular
basis in order to determine the influence of
physical risks. Berlin Hyp concluded a contract
with vdpResearch for the preparation of this
analysis and also performed a natural hazard
analysis with the K.A.R.L. analysis tool from
K&In Assekuranz Agentur. The analysis exam-
ines risk damage caused by storms, tornadoes,
floods, heavy rains, storm tides, earthquakes,
hail, tsunamis and volcanoes. The results can be
summarised as follows (as at 31.12.2023):

- At the aggregated level, the property
portfolio is exposed to a low physical risk.

- The anticipated average annual damage is
around 0.1 per cent of the aggregated mar-
ket value of €85.3 billion —i.e., €85.7 million.

- The highest relative risk (0.29 per cent) is
in the Netherlands, whereby the biggest
risks here relate to storms and storm surges
and flooding.

- Natural hazards that pose the highest risks
in absolute terms are storms (€64.3 million),
tornadoes (€5.8 million) and heavy rains
(€4.7 million), whereby these together
account for 87 per cent of the risk.

These expected damage figures are used in the
methodology we developed in order to assess
future impacts of climate risks on our custom-
ers’ default probability based on assumptions
that also take into account the buildings’
insurance status.

The impact of the transition climate risk on
Berlin Hyp's credit risk is also evaluated using
the scenario analysis tool. In this case main
drivers of rating changes are modernisation
costs and rising energy prices. The estimated
modernisation costs for the next 30 years
amount to €8.01 billion. The reduction in com-
parison to previous years’ results is attributable
to the transparency rate, which was significantly
increased in 2023. The lower estimates of

EPClabels for properties with conservative
approaches resulting from this managed to
improve the distribution of EPC labels. This
process had a positive effect on modernisation
costs, as more properties now fulfil the EPC
minimum standards and therefore do not need
to be modernised at a later time.

These costs not only constitute risks for

Berlin Hyp, but also business opportunities, e.g.
in the form of sustainable financing products
such as the transformation loan. You can find
more information in section 3.4.2 Consid-
eration of ecological criteria when selecting
financing projects. The combination of physical
and transition scenario analyses results in an
estimated increase of the portfolio PD'* by 6
basis points up until 2050 (with an initial value
of 0.33 per cent). This increase does not cause
the average portfolio rating to shift. Therefore,
the climate risk could result in a slight increase
in the default probability in the long term and
thus ina higher risk for the Bank.

The Risk Control division extended the mate-
riality analysis methods to the other risk types
of market and liquidity risks and also to non
climate-related environmental risks. Initially,
a detailed qualitative materiality analysis was
performed for the risk types mentioned, and
this has now been supplemented by quantita-
tive approaches.

Three risk types were distinguished within the
ESG analysis of the market price risk: market
price risk value at risk (VaR), interest income
risk and BP0O1. The impacts of an increase of the
spreads of the counterparties were analysed

in terms of profit and loss, value at risk and

net interest income. ESG risks were calculated
using the ECB’s climate stress tests and by
applying an assumption of stress for deviations
of the credit spreads. New interest sensitivities
of loans were calculated on the basis of the
estimated portfolio PD. Neither climate nor
environmental risks have a material impact on
Berlin Hyp’s market price risk.

In order to assess the impacts of ESG effects on
the liquidity risk, we distinguish between four
risk types — procurement risk, survival period,
price risk and liquidity under the assumption

14 PD refers to probability of default. The portfolio PD is the
exposure-weighted average default probability of the
portfolio, whereby only ratings higher than 11 are taken
into account for this analysis, covering approx. 99 % of
the portfolio.
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of stress. As a consequence of the relatively
short evaluation period of the procurement risk
(30 days) and of the survival period (3 months),
climate and environmental stress tests do not
have a noticeable effect, which is why they
were not taken into account in the quantitative
analysis.

In order to analyse ESG effects on the price risk,
historical cross-sector and publicly known ESG-
driven events and theirimpacts on companies
were analysed. The potential effects on the
price risk of a downgrade to Berlin Hyp's rating
by both one and two levels were simulated and
evaluated. In this case, the influence of climate
and environmental risks is again negligible.

Various environmental risks were evaluated in
the course of further development using ade-
quate approaches in line with the initially deter-
mined materiality: depending on data availa-
bility, different approaches were used to take
risks into account. The data provider K.A.R.L.
provided anticipated relative annual damage
on the property level for three scenarios for the
analysis of the environmental risks of volca-
noes, earthquakes and tsunamis. These are
applied to our loan portfolio using the scenario
analysis tool (see above) in order to determine
potential PD shifts until 2050. We assess the
risks of heat stress, drought stress, water stress,
forest fires and landslides using an index-based
analysis. K.A.R.L. provides a risk index in four
phases (“not relevant” to “highly relevant”)

for each property in our portfolio for the three
scenarios. The environmental risks of loss of
biodiversity, pollution and scarcity of resources
are assessed using an index-based materiality
analysis. In order to measure the risk of scarcity
of resources, the indexes “Natural Resource
Depletion” and “Natural Resource Rent” are
used on the country level. In assessing the risk
of loss of biodiversity and pollution, the risk
would be classified as material if the aggregated
indices EPI (Environmental Performance Index)
& NBI (National Biodiversity Index) used on the
country level, and the ENCORE tool used on the
sector level, would classify our loan portfolio

as being affected. However, this is not the case.
Both environmental risks are not material for
the Bank’s risk profile. The environmental risks
of epidemics and pandemics as well as pesti-
cide exposure are only evaluated qualitatively.
Berlin Hyp has gained experience from past
pandemics and is therefore well prepared for
future pandemic developments. In addition,

Declaration by the Members Service

because Berlin Hyp is a commercial real estate
financier only, pesticide exposure does not
constitute a risk.

Based on the analyses performed, the stated
risks are currently not assessed as significant.
This is also true of most of the risks assessed for
which long-term developments as described in
scenarios SSP1-2.6, SSP2-4.5 and SSP5-8.5 for
the period up until 2050 can be estimated. The
forest fire risk is an exception; however, data
indicate that the risk will increase in the long
term and exceed the significance threshold.
Further analyses will be performed as soon as
relevant climate model data are available.

1.6 Material Risks Pursuant to the CSR
Directive Implementation Act

GRI201-2

Material risks are identified pursuant to the reg-
ulatory requirement of a regular risk inventory.
As a rule, operational risks, climate and environ-
mental risks are potential risks to be considered
as defined in Section 289¢(3)(1)(3) and (4) of
the German Commercial Code (HGB). However—
as described in more detail below - they are not
classified as material risks as defined in Section
289c¢(3)(1)(3) and (4) of the German Commercial
Code (HGB).

The results of the analysis of operational risks
(e.g. conflicts of interest, reputational risks,
money laundering, terrorist financing) related
to the non-financial aspects revealed that,
after applying the net method while taking
into account the risk mitigation measures, no
significant risks associated with Berlin Hyp’s
own business activities and business relation-
ships or its products and services as defined
in Section 289¢(3)(1)(3) and (4) of the German
Commercial Code (HGB) were identified, which
are very likely to have or will have a serious neg-
ative impact on the above-mentioned aspects.

The sustainability risk/ESG risk acts as a risk
driver that influences various risk types. The
sustainability risk is classified as a material risk
driver for the counterparty default/credit risk.
The estimate is that the transition climate risk
will materially increase the PD of borrowers over
the long term as a result of modernisation costs
and rising energy costs. Therefore, the sustaina-
bility risk is classified as material. The results of
this analysis are presented in the currently valid
2023 risk inventory.



Non-financial risks accordance with the CSR
RUG associated with the five sustainability
aspects are identified, assessed, managed and
monitored by the respective specialist depart-
ments and the risk management department.
The risk management working method and
results are described in detail in the Manage-
ment Report under Il Opportunities, Forecast
and Risk Report; therefore, no further details
are provided here.

1.7 Depth of the Value Chain

GRI 2-6, 3-3, 203-1, 203-2, 413-2, 414-1, 414-2
The value chain ranges from raw material
production and the creation of the service to
recycling after use. Berlin Hyp’s Purchasing
Department and environmental management
system are responsible for the parts of value
creation that take place within Berlin Hyp.
However, significant parts of value creation are
outside of its direct control. Berlin Hyp wishes
to assume responsibility in this regard and to
actively pursue the sustainable development
of the value chain. Due to the long useful life
of real estate, it is in the explicit interest of the
Bank for its customers to build or acquire and
operate properties whose long-term value is
ensured through professional consideration of
ecological, economic and social criteria.

Berlin Hyp’s regular business normally consists
of certain real estate projects in European High
Income OECD?® Countries'®. These countries
maintain comparable high to very high statu-
tory ESG standards. However, when business is
conducted outside Europe, Berlin Hyp, pursu-
ant to its published Sustainability Guideline,
follows intentionally recognised standards for
environmental and social impacts, such as the
standards defined by the Forest Stewardship
Council (FSC), the Programme for the Endorse-
ment of Forest Certification (PEFC) or similar
standards'’, whereby its own standards go
beyond the fulfilment of these requirements.
The Bank’s activities as a commercial real estate
financier do not have direct negative impacts on
local communities, e.g. due to production activi-
ties. In its review, the Bank takes into account
ESG factors in accordance with its Sustainability
Guideline. Therefore, the Bank does not have
programmes to evaluate such impacts.

Berlin Hyp requires all key suppliers to comply
with the requirements of the ten principles of
the UN Global Compact. Berlin Hyp defines the
ten top-selling suppliers as material, as well

as all suppliers with whom long-term business
relationships are maintained, e.g. in the form of
framework contracts. The Bank reviews its key
suppliers on a semi-annual basis with regard to
compliance with Berlin Hyp’s ESG requirements.
The RepRisk tool used for the review mostly
covers the largest customers, and as a result
the suppliers available in the RepRisk tool as of
31 December 2023 have a RepRisk rating of A
to AAA —i.e. no incidents. Berlin Hyp is also not
aware of any negative indicators for any of the
other key suppliers.

One KPI per quarter — showing how many
suppliers signed Annex E Sustainability
Agreement-is generated and evaluated. The
contents of the Sustainability Agreement
include but are not limited to the commitment
to comply with social and ethical standards in
accordance with international conventions (e.g.
those defined by the UN’s International Labour
Organisation) — e.g. free choice of employ-
ment, freedom of association, prohibition of
discrimination and compliance with standards
regarding health, safety and acceptable living
conditions. A signature under the agreement
applies to contracts for work and services and
has been mandatory since 1 January 2022.
The relevant contract types in the contract data-
base are reviewed in order to ensure compli-
ance with this requirement. The review under-
taken shows that in the reporting period, 56
per cent of all relevant contracts in the contract
database document that the requirements of
Annex E have been met. Thus, a minor increase
compared to the figure for 2022 was recorded.

In the reporting period until December 2023,

8 questionnaires were distributed to and
answered by new service providers and sup-
pliers. Berlin Hyp did not become aware of any
violation of the criteria. The LBBW Steering
Committee has made the decision to include us
as a subsidiary in accordance with the German
Supply Chain Act (LkSG)

®>The Organisation for Economic Cooperation and Develop-
ment (OECD) is an international organisation that fosters
prosperity, equality, opportunity and well-being for all.
Source: www.oecd.org/ueber-uns/ 14 Germany, France,
Benelux and Poland

© Germany, France, Benelux and Poland

" https://lwww.berlinhyp.de/files/media/corporate/ueber-uns/
nachhaltigkeit/oekologie/2021-environmental-policy.pdf
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2 Process Management

2.1 Responsibility

GRI 2-14, 2-15

At Berlin Hyp, sustainability has been firmly
established throughout its divisions for years.
This is ensured by the interaction of the Board
of Management, ESG Corporate Functions, the
Sustainable Finance Commission (SFC) and the
Management Committee as well as the ESG
Board, consisting of permanent representatives
of the divisions, and the Chair of the Board of
Management. In order to ensure effective and
proper implementation of the ESG implemen-
tation roadmap referred to in 1.1, including the
strategic orientation, and to enable the Bank to
address issues that may arise in future in the
context of ESG, the Bank’s existing ESG govern-
ance system was reviewed and revised.

The core elements of the ESG governance
system of Berlin Hyp are

- the decentralised assignment of basic res-
ponsibilities for integrating and processing
ESG issues into the various divisions and
departments, and

- the establishment of two overarching but
separate cross-divisional and cross-depart-
mental functions, which will promote the ESG
vision and operate as higher-level coordina-
ting bodies for the defined ESG implementa-
tion roadmap and new cross-divisional ESG
issues, ensuring that all ESG-related measu-
res at Berlin Hyp are made transparent and
that they are linked and aligned with one
another whenever this might be necessary.

- ESG projects are being implemented across
divisions throughout the entire Bank. This
includes the decarbonisation project (net-
zero governance) and the implementation of
the CSRD in consultation with LBBW.

The ESG Corporate Functions monitor the
achievement of targets in corporate strategy
and risk controlling, and the ESG Board of Berlin
Hyp, chaired by the CEO of the Bank.

The SFC aims at integrating sustainability
aspects into Berlin Hyp’s financing activities
and decisions. In this regard, it improves
strategies and guidelines at the Bank in such a
manner as to ensure that the Bank can achieve
its ambitions regarding sustainability while
taking financial targets into account. The SFCis
comprised of divisions involved in the financing/
refinancing value chain. More specifically, these
are the Credit, Portfolio Management, Treasury,
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Organisational structure of the
environmental management system
of Berlin Hyp AG

Board of Management

ESG Corporate Function/ Management
Head of ESG Committee

Environmental

ESG Board
Management Officer
Environmental Sustainable Finance
Protection Committee Commission

Sales and Valuation divisions. Risk Control

and Corporate Strategy, in their role as central
functions, are also part of and manage the SFC.
The Core Process Strategy and Data Manage-
ment divisions play a supporting role. The SFC
meets at least once per quarter.

The Environmental Protection Committee is

a cross-departmental, environment-related
control and information body within the envi-
ronmental management system and constitutes
another specific specialised group (in this case:
operational ecology), if necessary in coopera-
tion with the ESG Corporate Function and other
divisions (similar to the Sustainable Finance
Commission). The Works Council is represented
in the Environmental Protection Committee and
is kept informed on an ongoing basis.

In accordance with its statutory control
function, the Supervisory Board also controls
sustainability reporting.

The Supervisory Board has adopted regulations
to address and prevent conflicts of interest
within the Supervisory Board and the Board of
Management. There were no conflicts of interest
during the 2023 reporting period.



Supervisory Board

- Monitoring and reviewing (at least annually) of the ESG strategy and taking note of
Berlin Hyp's risk appetite

Board of Management

Decision and adoption as well as review of the ESG strategy and indirect supervision of
its implementation via anchored, strategic goals
- Responsibility for implementation to consider and integrate ESG risks and decrease risk appetite

\

Management Committee

Board members and all division heads

Regular reports on ESG performance by ESG central functions
Steering of strategically important topics and projects of the bank

v

ESG Board
Chairman: Sascha Klaus (CEO)

Members: ESG central functions and ESG division managers of all divisions and
departments reporting directly to the Executive Board

- Supportin the coordination and monitoring of all ESG issues to be implemented
- Function as an information/exchange platform for the cross-divisional discussion of ESG issues
- Preparation of decision papers for the Board and discussion papers for the

Management Committee on cross-divisional ESG issues

T 4

Central function ESG Central function ESG Risk
(1st Line of Defence) (2nd Line of Defence)
- First contact and coordinator - First contact and coordinator
for ESG issues for ESG-risk issues

N N

1st Line of Defence 2nd Line of Defence Revision of Berlin Hyp
Divisions Divisions (3rd Line of Defence)
- Technical ESG responsibility - Technical ESG responsibility
for 1st-line-of-defence issues for 2st-line-of-defence issues

N N

Implementation-supporting departments
(IT, Data, Governance, Data Management)
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Since 1 July 2022, the Landesbank Baden-Wiirt-
temberg Group (LBBW) has owned 100 per cent
of Berlin Hyp. A formal working group, managed
by Berlin Hyp, has been established within the
framework of the structured exchange between
the two companies. One relevant topic area
here also addresses sustainability. This ESG
Content Hub focuses on the identification and
implementation of value drivers in the real
estate franchise. More specifically, the Con-
tent Hub addresses strategic matters such as
measures to support the green transformation:
It also examines the availability of affordable
housing in the real estate industry and the
alignment of criteria for green buildings, social
assets and reporting.

2.2 Rules and Processes

In addition to economic aspects, Berlin Hyp's
activities also take into account ecological and
social factors. Guidelines with corresponding
provisions are in place to ensure that these
factors are taken into account. They are opera-
tionalised by measures firmly established in the
business processes. Monitoring to ensure the
ongoing application of the measures is primar-
ily the responsibility of the managers.

The following documents and guidelines
document values, principles, standards
and codes of conduct that are essential for
Berlin Hyp’s sustainable business activity:

- Berlin Hyp

-> Sustainability Guideline

- Gender Equality Guideline: Equal
Opportunities Policy

- Environmental Management System
Guideline

- Annex to the Framework Agreement on
the Sustainability of Suppliers and Service
Providers

- Guideline for Communication with
Stakeholders

-> Lobbying Guideline

-> Guideline for Dealing with Tax Law
Requirements

- Guideline for Responsible Behaviour towards
Customers in Financial Difficulties

- Guideline for Responsible Behaviour towards
Customers

During the reporting year, the Guideline on
Sustainable Procurement was integrated into
the Sustainability Guideline.
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2.3 Monitoring - Due Diligence

Within the framework of quarterly ESG man-
agement reporting by key organisational units,
i.e. Corporate Strategy, Treasury, Portfolio
Management (sales and product control) as well
Risk Control, the relevant non-financial KPIs are
presented to the Bank’s Board of Management.
The document is used as a progress report
regarding the implementation steps for the
strategically relevant ESG issues. The Supervi-
sory Board is informed periodically by the Board
of Management on the basis of ESG manage-
ment reporting.

2.4 Participation of Stakeholders

GRI 2-28, 2-29, 413-1

For Berlin Hyp, particularly those stakehold-
ers are relevant who are directly or indirectly
affected by Berlin Hyp’s business activities, and
whose opinions and acts directly or indirectly
influence Berlin Hyp’s business activities.
Specifically, these are customers, employees,
society, competitors, investors and owners.
Stakeholder relevance assessments are
conducted by the sustainability management
organisation when needed.

In order to be able to identify the stakeholders’
expectations and requirements at an early
stage and react adequately in the context of
sustainability, Berlin Hyp uses established
formats for discussions with key stakeholder
groups in society. Communication with stake-
holders is a part of daily business activities — for
example, in the form of conversations with
customers, employee surveys and our activities
in business association committees.

In addition, Berlin Hyp uses the following
(digital and physical) formats:

- Customer satisfaction analyses

- Customer feedback after closure of a deal

- Customer events

- Complaints management for customers

- Dialogue events of the Board of Management
with all employees

- Employee survey on the risk assessment for
mental stress

- Employee survey conducted by the Works
Council on employee satisfaction with
superiors and Berlin Hyp as an employer

- Employee information event (e.g. “Punkt10
Dialog” and “B-One Lunch”)

- Workforce meetings



-> Exchange with the Works Council within the
framework of the statutory obligation to
consult and inform

- Exchange formats with experts and
executives

- Investor roadshows

- Committee and association activities

- Round table talks with industry
representatives

- Regular exchange with rating and
sustainability agencies

- ESG Board

- Strategic dialogue

- Management Committee

- Participation in panels by members of the
Board of Management and executives

- Participation in trade fairs

Berlin Hyp employees themselves also regu-
larly contribute their experience and exper-
tise to numerous institutions. Among other
things, this also ensures that Berlin Hyp always
remains up to date on the latest industry
standards, including those that focus on
sustainability.

Berlin Hyp is a member of the following
associations and interest groups (the list is
not exhaustive):

- Appraisal Institute

- Arbeitgeberverband des privaten Bank-
gewerbes e.V. (Employers’ Association for
the Private Banking Industry)

- Arbeitsgemeinschaft der Betriebsrate
der Immobilien und Pfandbriefbanken
(Association of Works Councils of Real Estate
and Pfandbrief Banks)

- BFW - Bundesverband Freier Inmobilien
und Wohnungsunternehmen e.V. (Federal
Association of Independent Housing and
Real Estate Companies)

- BME e.V.

- Climate Bonds Initiative

- DGNB Deutsche Gesellschaft fiir
Nachhaltiges Bauen (German Sustainable
Building Council)

- DSGV - Deutscher Sparkassen- und
Giroverband e.V.

- (German Savings Bank Association)

-> DV - Deutscher Verband fiir Wohnung-
swesen, Stadtebau und Raumordnung e.V.
(German Association for Housing, Urban and
Spatial Development)

-> DVFA - Deutsche Vereinigung fiir Finan-
zanalyse und AssetManagement (German
Association for Financial Analysis and Asset
Management)

- ESG Circle of Real Estate (ECORE)

- GIF — Gesellschaft fiir Immobilienforschung
e.V. (Society for Real Estate Research)

- HypZert - real estate appraisers for the
appraisal of mortgage loans

- ICG Social Impact Investing-Initiative

- IHK (Chamber of Industry and Commerce) —
Climate Initiative

- Madaster Germany- online register of
materials and products for the construction
of recyclable buildings and reuse of materials

- RICS — Royal Institution of Chartered
Surveyors

- ULI - Urban Land Institute

- UNEP Fl- United Nations Environment
Programme Finance Initiative

- UNGC- United Nations Global Compact

- vdp — Association of German Pfandbrief
Banks e.V.

- VfU - Verein fur Umweltmanagement und
Nachhaltigkeit in Finanzinstituten e.V.
(German Association of Environmental
Management and Sustainability in Financial
Institutions)

- ZIA - Zentraler Immobilien Ausschuss e.V.

- (German Property Federation)

Furthermore, Berlin Hyp participates in
meetings on the topic of sustainability that
are conducted by various working groups

and committees of the associations and/or
representations of interest listed above. These
include but are not limited to:

- ZIA Corporate Social Responsibility
Working Group

- ZIA Sustainable Finance Working Group

- VfU Sustainability Working Group

- UN Global Compact (SDG Accelerator)
Working Group

- DSGV Sustainability Team

- DSGV Taxonomy & Reporting Basic
Project Working Group
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Employees per region?

3 Sustainability Aspects

3.1 Employee Concerns

GRI 2-7, 2-8, 2-30, 3-3,401-1, 401-2

Berlin Hyp will continue to invest in its employ-
ees in order to be successful in future. Their
commitment and cooperation are essential in
terms of our ability to master the sustainability
challenges that we will be facing in future.
Sustainably motivated and qualified employees
are the capital we need for future tasks.

The basis for these employee concerns is the
human resources strategy, which supports
Berlin Hyp's corporate strategy and, together
with the relevant guidelines and processes,
covers the internal framework for the individual
aspects listed below.

Berlin Hyp uses only very few temporary
employees -5 as at the reporting date

31 December 2023. Each individual depart-
ment is independently responsible for the use

Declaration by the Members

Service

of additional external employees. The Bank
does not use a central registration system
(Evidenzstelle).

As at 31 December 2023, 25 % of the Bank’s
employees were covered by a collective agree-
ment (31 December 2022: 28 %, 31 Decem-
ber 2021: 30 %). The higher share of staff

not employed under collective agreements as
compared to the rest of the industry shows
that Berlin Hyp's activities, in its capacity as a
specialised Pfandbrief bank, require significant
expertise.

The number of full-time equivalents in the
reporting year amounted to 586.3 employees
and 9.5 junior staff.

The work and employment conditions of staff
not employed under collective agreements

are defined in accordance with the collective
agreements for the private banking industry as
regards duration of working time, holiday, sick
pay supplements and absences with pay.

31.12.23 31.12.22 31.12.21
Total employees 606 570 557
Of which in Berlin 544 512 500
Of which in other locations in Germany 47 43 43
Of which in Poland 4 4 4
Of which in the Netherlands 8 7 6
Of which in France 4 4 4
! The data foundation for calculating personnel figures was changed on 31 December 2022, at which point “total headcount excluding the Board of
Management” was replaced as the data foundation by the number of, active employees* (excluding the Board of Management, student employees,
students in dual study programmes, interns, employees in inactive employment relationships, and other employees on a leave of absence). Figures
from the previous period were recalculated using the new data foundation.
Employees, broken down
by sex and type of employment
Women Men
31.12.23 31.12.22 31.12.21 31.12.23 31.12.22 31.12.21
Total employees 284 268 272 322 302 285
Of which fixed-term
contracts 8 8 2 10 5 3
Full time 216 189 182 303 286 269
Part time 68 79 90 19 16 16
Staff employed under
collective agreements 91 96 106 63 62 60
Staff not employed under
collective agreements 193 172 166 259 240 225
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Turnover rate by age group

in %

2023 2022 2021
Age group
<25 0.0 1.9 0.0
25-30 8.6 3.7 6.9
31-40 14.3 24.1 17.2
41-50 17.1 22.2 6.9
51-60 48.6 37.0 48.3
>60 11.4 11.1 20.7
New employees by age group?

Women Men

2023 2022 2021 2023 2022 2021
Employees
<25 0 0 0 0 0 1
25-30 2 4 6 4
31-40 13 5 3 12 22 9
41-50 7 5 3 8 12 5
51-60 2 0 6 1 0
>60 0 0 0 2 2 0
Trainees
<25 0 2 1 1 4 2
25-30 2 4 1 7 3 1
31-40 0 0 0 1 0 1
41-50 0 0 0 0 0 0
51-60 0 0 0 0 0 0
>60 0 0 0 0 0 0
! Age upon joining the company
New employees by gender

Women Men

2023 2022 2021 2023 2022 2021
Employees 27 14 10 34 40 19
Trainees 2 6 2 9 7 4

Based on an average of 593.4 employees, the

turnover rate was 5.9 per centin the 2023

reporting year (2022: 9.4 per cent, 2021: 5.1 per

cent). A total of 42.9 per cent of this turnover
was accounted for by female employees (15),
while 57.1 per cent was accounted for by male
employees (20). The average length of time at

the company is 15.2 years. No noticeable differ-

ences between regions were recorded.

The turnover rate is primarily attributable to
age-related factors (retirement and/or early
retirement). Unintentional turnover (termi-
nation of the employment relationship by
employees) is moderate, whereas in 2022 a
post-COVID-related increase was recorded.
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3.1.1 Promoting an open and fair working
environment

GRI1401-3,402-1, 405-1, 405-2, 406-1, 407-1
Berlin Hyp's objective is to offer employees
along-term, attractive workplace with a
certain degree of autonomy and development
potential. Berlin Hyp sees itself as a company
where the development of the potential of
each and every employee, regardless of their
function and hierarchy level, is possible and
necessary for the company’s success. Employ-
ees are provided with the required framework
to enable them to move forward with their
development autonomously, with the support
of their superiors.

The Bank has taken a participatory approach
to designing the change processes, which
encourages employees to getinvolved; asa
result, they identify more closely with the

new developments. Examples of the Bank’s
approaches here include communities, working
groups, the brand ambassador role and
participation in the establishment of the new
B-One working environments within the frame-
work of the construction project for the Bank’s
new headquarters.

In terms of staffing, the aim is to attract
employees with the right mindset for actively
shaping values and corporate culture, in addi-
tion to their qualifications. The HR department
is responsible for systematic human resource
planning. In order to keep the planning up to
date and realistic, megatrends (e.qg. digitalisa-
tion/automation, ageing society, knowledge
culture, individualisation), developments in new
and established business areas and regulatory
requirements are taken into account. New job
descriptions and management approaches

are being implemented at the Bank, whereby
these are derived from identified trends and the
needs of customers and employees.

HR requirements are met using internal and
external resources. Open positions are always
advertised internally; externally only where
required. By employing trainees, full-time
students, dual students and interns, we ensure
that we continue to gain young talent. Many
of these people are subsequently employed
on a permanent basis and develop from young
talents into professionals. In addition to the
trainee program, Berlin Hyp hires new gradu-
ates. The position of HR Business Partner for
junior staff that was established in 2023 sup-
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ports and develops junior staff at Berlin Hyp in
a target group-specific manner in order to offer
them long-term opportunities within the Bank.

Taking into account the Bank’s existing

staffing levels, the overall availability risk for
vacant positions is considered to be increas-
ing, but still moderate on the whole. In order

to generate more applications, the quality

of the job offers was optimised. The design

of benefits was also revised in order to make
jobs more attractive to female applicants. The
issues of “active sourcing” and “onboarding”
were integrated into the strategy in 2021. New
employees are integrated into the company
with our onboarding process before their very
first day of work (e.g. personal introduction

on the intranet, regular communication until
the first day on the job). The HR department
supports the specialist departments with
orientation planning and the preparation of all
necessary applications for access and hardware.
All of this is done to ensure that new employees
feel welcome from the very first day. The posi-
tion of Talent Acquisition Manager established
in 2023 in order to further expand and improve
the strategy for sustainable recruitment and
critically examine and optimise existing pro-
cesses succeeded in professionalising existing
staffing procedures. This resulted in a positive
development of applicants’ experience with the
Bank as reflected in external employer rating
portals. Furthermore, one position was filled by
directly addressing individuals via career net-
works. Talent acquisition management focused
more regularly on active sourcing, resulting in
a moderate response rate. In 2023, the number
of applications received was higher than in the
previous year. Due to continuously increasing
requirements for staffing, and in order to further
improve the strategic orientation of recruit-
ment, the hiring of an additional Talent Acqui-
sition Manager is planned for 2024. Moreover,
the careers page on the Bank’s website is to be
revised in order to expand it and make it more
tailored to target groups.

During the reporting period, the number of
slots in the training programmes developed in
line with the needs of the target groups and of
Berlin Hyp. The training slots were staffed with
suitable new talents. The focus here is on sus-
tainable management of new talent. This means
that on the one hand, recruitment must be in
line with the quantitative and qualitative needs
of the Bank, while on the other hand it must be



aligned with the career expectations and poten-
tial of the young talents. In the reporting year,
the Bank had 20 trainees and 5 dual students
(2022: 19 trainees and 4 dual students, 2021:
12 trainees and 4 dual students) in a training
programme.

The managers play a special role in the imple-
mentation of the corporate mission statement
and contribute to the support of the employees
in their development throughout their individ-

ual career and life phases. The requirements
for the managers of the Bank were specified

in Berlin Hyp’s competence model. The Bank’s
competence model comprises the skills, knowl-
edge and conduct requirements for employees
that the Bank requires in order to be able to
implement its strategic mission statementin
adynamic environment. A new support tool
will be rolled out in 2024 in order to analyse and
further develop cooperation and work within
the various teams. More information can be
found in 3.1.2 “Well-being and development

opportunities”.

Digitalisation and automation are changing
working conditions in a very tangible way. New
working environments and mobile technical

equipment help to relieve the burden on

Gender-specific age structure

absolute numbers

employees in their day-to-day work and give
them greater flexibility. This was a success
factor for Berlin Hyp, particularly during the
COVID-19 pandemic. If contact restrictions and
physical distancing rules are imposed, employ-
ees can use digital or hybrid forms of commu-
nication and collaboration at any time. This is
continuing to impact the daily work routine

in the aftermath of the COVID-19 pandemic as
well, and it has also had a positive effect on

the work-life balance. In order to continue to
increase employee flexibility, as of Q3/2023 it is
possible to work in other European countries up
to 15 days per calendar year.

Within the framework of semi-annual HR report-
ing, HR KPIs are prepared and presented to the
Board of Management and divisional manage-
ment organisations. The relevance of the KPIs is
verified on a regular basis and the KPIs are then
adjusted where necessary.

Women Men
Age group 31.12.23 31.12.22 31.12.21 31.12.23 31.12.22 31.12.21
<25 1 0 1 3 4 3
25-30 18 19 16 27 17 14
31-40 44 32 30 77 71 64
41-50 86 93 109 93 87 87
51-60 130 119 109 109 112 107
>60 5 5 7 13 11 10
General age structure
in %
Age group 31.12.23 31.12.22 31.12.21
<25 0.7 0.7 0.7
25-30 7.4 6.3 5.4
31-40 20.0 18.1 16.9
41-50 29.5 31.6 35.2
51-60 39.4 40.5 38.8
>60 3.0 2.8 3.1
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Employee rights

The employees at Berlin Hyp work almost
exclusively in Germany and are therefore
subject to the German regulations on labour
law, operational co-determination and the right
to freedom of association, in addition to the EU
regulations. Furthermore, employees covered
by a collective agreement also enjoy the imme-
diate protection of the collective agreement
provisions, since Berlin Hyp is a member of the
collective agreement employers’ association.

In the event that major changes are made to
business operations, the notification periods
defined by German labour law and the German
Co-Determination Act apply. In addition, major
changes to business operations must be dis-
cussed and agreed upon by management, the
Economic Committee and the Works Council. As
a rule, Berlin Hyp complies with all labour law
provisions of the countries in which it operates.

Through a series of agreements with the Works
Council, Berlin Hyp has regulated important
matters concerning employee rights beyond
statutory requirements. Such matters involve,
among other things, company rules, the
company pension scheme and mobile working
arrangements. The Works Council has the right
to monitor the implementation of the agreed
measures.

The following company benefits are offered to
all full-time and part-time employees:

- Company pension scheme with company
contributions

- Company subsidy for lunch meals

- “Deutschlandticket Job” (railway ticket) with
employer contribution

- Voluntary accident insurance

- Employer Assistance Program (EAP) —
comprehensive consulting and referral
programme for employees and their relatives

- Bicycle fleet for use during breaks

-> Social Responsibility Day

-> Survivors’ benefits (death benefits)

In comparison to the previous year, the follow-
ing changes have become effective:
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Social Responsibility Day:

Each employee at Berlin Hyp may use one
Social Responsibility Day per year. The Social
Responsibility Day can be spent in any social,
charitable, church or government organisation
of the employee’s choosing (e.g. Kinderhaus
Berlin-Mark Brandenburg e.V. etc.). Participa-
tion is voluntary. This opportunity has been
available since 2014, but has not been included
in reporting up until now.

Inflation compensation bonus:

The inflation compensation bonus was agreed
onin November 2022, with effect from 1 Decem-
ber 2022, in accordance with a works agree-
ment. The bonus was paid in two instalments
(with the December 2022 and February 2023
salary payments). Therefore, the bonus is listed
in the 2022 report but was not mentioned for
2023, as only the payment was made.

Deutschlandticket Job:

The previous BVG company ticket with a 5 %
BVG discount was replaced on 1 January 2023
by the BVG company ticket model with an
employer contribution. The Deutschlandticket
Job was then introduced on 1 May 2023, also
with an employer contribution. On 1 July 2023,
the Board of Management decided to cover the
full costs for the Deutschlandticket Job. This
measure sends a clear message with regard to
the mobility transition and also promotes the
use of local public transport.

The company pension scheme is an important
component of the additional benefits that
Berlin Hyp offers its employees. The Bank has
different pension programmes that have devel-
oped throughout the history of the company.
Pensions are direct commitments by Berlin Hyp
that are financed in their entirety by the com-
pany. Depending on the pension programme
involved, the Bank pays retirement pensions,
early retirement pensions, disability pensions,
widow’s pensions and orphan’s pensions. The
pension regulations only apply to employees
employed on a permanent basis.

For detailed information on the liabilities and
information on pension provisions, see the
“Reserves” section of the notes to the financial
statements for the 2023 financial year.



Equal opportunities

Berlin Hyp firmly believes that diversity creates
advantages out of opposites. In the interests of
the Bank’s long-term success, it considers the
similarities and differences of its employees to
be enriching and values every one of them. This
stance was included in the “Empathetic cooper-
ation” competence and the related behavioural
anchor of Berlin Hyp’s competence model that
was adjusted in 2022, whereby efforts here
focus on a respectful and fair culture of coopera-
tion, based on equal opportunities and equal
treatment. This position was, among other
things, reinforced by the signing of the Diversity
Charter. Berlin Hyp’s Code of Conduct provides
employees and business partners with a clear
guide for their daily actions in this regard. In
2021, Berlin Hyp issued an Equal Opportunities
Policy that applies equally to all employees in
terms of its principles and the duty to promote
diversity. The aim of the Equal Opportunities
Policy is to foster an open corporate culture
free of prejudice that allows employees develop
their potential in the interests of the Bank’s
long-term success and contribute their individ-
ual talents.

The diversity implementation concept of the HR
division confirms the significance of diversity in
the company and provides an overview of inter-
nal measures already being implemented and/
or developed. The concept also presents inter-
nal measures that are planned for the future. In
conclusion, additional external events in which
Berlin Hyp AG will participate are mentioned.

The share of women among the entire staff of
Berlin Hyp on the reporting date 31 December
2023 was 46.9 per cent (31 December 2022:
47.0 per cent, 2021: 48.8 per cent). As at the
reporting date of 31 December 2023, the

share of women on the Supervisory Board and
the Board of Management was 33 per cent.
Severely disabled persons accounted for 4.8 per
cent of the workforce as at the reporting date
31 December 2023 (31 December 2022: 5.4 per
cent, 31 December 2021: 5.4 per cent).

Berlin Hyp is striving to integrate the equal
consideration of all genders for management
positions into the corporate culture to an even
greater extent. Due to organisational changes
and the associated external new male employ-
ees, the share of female executives decreased
slightly. The recruiting process generally aims
to achieve a considerable increase here. As

of today and with the existing organisational
structure, fulfilment of the KPI of 33 per cent on
the first and second management level below
the Board of Management by 30 June 2025 is
therefore considered to be at risk, the reason
being among others the low absolute number of
managers in connection with a low fluctuation
in management positions. Our particular focus
with regard to new employees is on identifying
and recruiting suitable candidates. For further
information on the target figures for female
executives, see Management Report VI “Corpo-
rate Governance Statement Pursuant to Section
289f of the German Commercial Code (HGB)".

The measures to increase the share of female
executives include but are not limited to:

- In contracts with HR consultants: Contract
clause thatis to promote the inclusion and
identification of female applicants in the
recruitment process

- The appointment of at least one woman
to a wide variety of selection and observer
committees

- The evaluation of all selection procedures for
all applicants, including but not limited to
the criterion of diversity

- Explicitinclusion of the subject of equal
opportunities by the HR department when
advising managers on HR matters (such as
staffing)

- The application management tool, which
can systematically record and analyse the
involvement of female applicants in every
recruitment process of Berlin Hyp

- Job postings that are attractive for all
genders (e.g. updating the imagery used)

The Frauennetzwerk@BerlinHyp has been
operational since 2022. The network
provides a basis for an active and transparent
exchange of information on topics such as
assuming responsibilities, equality and career
perspectives. The initiative targets all female
employees who wish to contribute to a work
environment where women, just like men,
want to, can and are able to assume responsi-
bility. The network has been growing steadily
since it was established. As at 31 December
2023, 67 female employees were members of
the network.

We are not aware of any cases of discrimination
during the reporting period.
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Entitlement, return and
continuance after parental leave

It goes without saying that we are absolutely
committed to the principle of equal pay for

men and women who do the same work. As a
member company of the Employers’ Association
for the Private Banking Industry that is bound
by collective agreements, Berlin Hyp applies
the collective agreements for the private
banking industry and public banks. In addition,
Berlin Hyp implemented a remuneration

system based on performance, success and
market needs for all staff not employed under
these agreements. For such staff, this means
that their remuneration is also determined on
the basis of objectively weighted assessment
criteria. Both of these remuneration regulations
ensure fair, transparent and non-discriminatory
remuneration.

The analysis of the gender neutrality of the
remuneration systems in accordance with
regulatory requirements for banks shows that
the calculation of the remuneration for staff
employed under a collective agreement, staff
not employed under a collective agreement,
members of the Board of Management and
members of the Supervisory Board is gender-
neutral and no gender discrimination as to
remuneration occurred for the same or equal
work. A gender pay gap analysis in accordance
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with the regulatory requirements for banks
was executed for the second time during the
reporting period. The result showed that the
gender pay gap in the analysed groups was
unremarkable. The development of the pay gap
will be regularly monitored and pro-actively
managed.

Berlin Hyp actively encourages a healthy work-
life balance, and therefore equal opportunities
through flexible working time, workplace
models and other measures. Trust-based work-
ing hours in conjunction with mobile working
supports the employees to balance their work
for Berlin Hyp with their personal and family
activities. The employees can apply for capacity
changes in their employment relationship at
all times using a fixed process (workflow). An
external advisory service, including a work-life
service, is provided for employees and their
relatives in the event of individual difficulties
or problems. In December 2023, the Board of
Management decided on a voluntary intro-
duction of parental leave for the partners of
female employees who give birth. As a result,
Berlin Hyp will offer a two-week paid holiday for
the mother’s partner before the implementation
of the expected legal provision.

Women Men

2023 2022 2021 2023 2022 2021
Entitlement! 7 13 12 11 7 7
Used? 5 12 8 11 7 7
Return after parental leave? 2 6 3 10 7 6
Return rate in % 40 100 100 91 100 86
of which continued with the company* 6 8 6 5
Continuance rate in % 100 100 92 71

! Total new entitlements (birth of a child) and old entitlements (employees already using parental leave)

2 Employees who took at least one month of parental leave (inactive employment relationship)

3 Employees who were once again in an employment relationship in the reporting year after the end of parental leave

4 Employees who were in a permanent employment relationship (not terminated by the employer) in the reporting

year 12 months after the end of parental leave
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3.1.2 Well-being and development
opportunities

GRI 403-1, 403-2, 403-3, 403-4, 403-5, 403-6,
403-7,403-8, 404-1, 404-2, 404-3

Qualification and training

The aim of human resources development

is to support the employees of Berlin Hyp in
their personal and professional development.
This also includes training, continuing and
further education and career planning, Training
sessions are planned, organised and executed
in a structured process where the banking
divisions are involved. A special focus is on the
constant changes in the underlying internal and
external conditions.

Megatrends such as digitalisation, auto-
mation and hybrid work environments, but
also increasing regulatory and professional
requirements, have led to changes in employee
skill requirements at Berlin Hyp. The required
skills are promoted at all times by a variety of
needs-based in-house measures and external
continuing education opportunities. Examples
here include the “Berlin Hyp Young Talents Day”
series initiated in the reporting period for all
junior staff and young professionals, as well

as the training courses offered to promote the
digital skills of Berlin Hyp's staff. In addition,
the Credit division implemented a programme
specifically for young professionals during the
reporting period. Since the beginning of 2023,
all employees have been offered an internal
qualification programme on the topic of data
science in cooperation with the Digital Business
University of Applied Sciences. This programme
includes digital learning content, as well as
podcasts, group chats, workshops, boot camps
and coaching sessions. The programme is
divided into the three learning paths of “Data
Manager”, “Advanced Data Manager” and

“Data Scientist”.

“Learning World Berlin Hyp”, which was
introduced in 2021, can be used by all employ-
ees at all times, offers learning and develop-
ment opportunities in various categories and
includes an onboarding workshop. To ensure
employees’ long-term professional develop-
ment, emphasis continues to be placed on
context-related and ad hoc learning directly
linked to specific work and change processes.
Learning behaviour has shifted towards a
higher proportion of virtual learning formats,
“learning nuggets” within shorter time frames

and the autonomous use of various platforms
and formats. All employees at the Bank are
therefore afforded the opportunity to use the
external learning platform “Linkedin Learning”.
The Bank uses this platform to offer staff mem-
bers digital learning units on relevant topics

in the areas of business, IT/technology and
creativity. The platform also makes it possible
to offer individual learning paths defined by
Berlin Hyp. For example, a learning path on

the topic of diversity was offered during the
reporting period.

Within the learning and development context,
employees are responsible for pursuing the
autonomous development of their skills and
actively sharing their knowledge; managers are
responsible for actively supporting this process,
presenting development perspectives and pro-
viding continuous feedback on behaviour and
performance; the HR department is responsible
for creating modern, needs-based, value-add-
ing learning formats and framework conditions
for the professional development of employees
and managers.

As Berlin Hyp is forced to undertake organ-
isational adjustments due to the increasing
frequency and complexity of economic, regu-
latory, political and social changes, an internal
training series on the topic of organisation
development was started in 2022 and then
continued during the reporting period.

Berlin Hyp’s management development method
employs a holistic approach with a focus on
needs-based and collective learning. Derived
from the Bank’s strategic leadership require-
ments, the individual needs of managers and
insights from learning theory, the approach
uses guided process learning based on specific
management situations and provides support
for change processes. This supports the goal

of establishing a modern and sustainable
management culture in line with the Bank’s
strategy. A peer learning system on the topic of
modern leadership was rolled outin 2022 and
will be continued. The system offers managers
a space to exchange information with one
another and reflect on new perspectives, ideas
and solutions relating to the new requirements
of work environments. A new tool that has been
developed in order to further strengthen the
feedback culture within the Bank’s teams will be
rolled outin 2024.
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As a central element of talent management, the
Hyp expert career is an alternative development
option that is equal to the management career
option. In order to promote the expertise and
effectiveness of Berlin Hyp experts, the experts
are individually supported on a needs-ori-
ented basis, whereby support here includes
qualification measures as well. Three additional
experts were appointed in the reporting period,
which means we currently have five experts in
our organisation.

Within the framework of the top-level qualifica-
tion programme for young professionals, which
focuses on promoting young employees, these
experts can apply for a mentioning programme
or a place to study — e.g. a course of study in
real estate economics. In the reporting period,
two places to study were successfully filled. One
of these started in 2023, while the other will
startin 2024, thus promoting participation in
the specialist training programme offered to
employees. The top-level qualification pro-
gramme for professionals also includes support
for university degrees to be obtained along-
side work for all other employees, as well as
measures suitable for the specific qualification
needs of the executives at the first level below
the Board of Management. Within the frame-
work of Group-wide learning opportunities, a
place below the Board of Management level on
the topic of digitalisation was awarded in the
“LBBW Academy”.

In order to support strategic resource planning,
early retirement and severance agreements
are offered on the basis of a works agreement.
Employees who terminate their employment
relationship via a severance agreement may
avail themselves of a new-placement coun-
selling service funded by Berlin Hyp. The goal
here is to offer adequate career prospects to
employees as quickly as possible. In 2023, one
person used the new-placement counselling
service. Despite the limited demand, the pro-
gramme will be maintained and will be offered
proactively by the HR division in the event of

a termination of the employment contract by
mutual agreement.

In the course of the annual analysis process
related to the target agreements of the previous
year, all employees receive feedback regarding
the fulfilment of their performance and behav-
iour targets. Moreover, employees or managers
are free to initiate a so-called perspective meet-
ing to discuss their development prospects. The
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training stages in the dual study programme
and in the trainee programme are supported by
feedback from the specialist departments and
the central training manager.

The Bank has allocated an average of 3.5
training days per employee and per year as the
target. Employees had an average of 4.8 days
of training and continuing education in 2023
(2022: 4.7 days; 2021: 4.0 days). An average

of 31 hours thereof (2022: 31.4 hours, 2021:
27.3 hours) is attributable to full-time employ-
ees and an average of 32.9 hours (2022: 26.1
hours, 2021: 21.4 hours) to part-time employ-
ees. Employees had an average of 31 hours

of training and continuing education in the
reporting period (2022: 29.3 hours, 2021: 23.9
hours), while executives spent an average of
34 hours (2022: 42.1 hours, 2021: 43.5 hours)
on training and continuing education. The data
are based exclusively on completed formalised
further education events (e.g. seminars, expert
conferences, coaching). The documentation of
context-related and ad hoc learning directly
linked to specific work and change processes
(e.g. workshops and information provision close
to the work place) is still being expanded. In
addition to a variety of tailor-made in-house
measures and select external training oppor-
tunities, the current figures result from
development measures implemented as part
of change processes as well as targeted training
to improve the digital skills of the workforce.

In light of all this, Berlin Hyp considers the
qualification risk to be Tow.



Further training and continuing education by gender

Women Men
2023 2022 2021 2023 2022 2021
Average hours per capita 339 30.7 27.1 26.4 304 253

Further training and continuing education by age group

Average hours per capita 2023 2022 2021
Age group

<25 0.1 0.2 0.0
25-30 1.7 15 1.0
31-40 6.6 6.5 4.6
41-50 9.3 8.8 9.3
51-60 11.6 12.6 10.6
>60 0.6 0.9 0.6

Occupational health and safety and

health protection

Occupational health and safety and health
protection at Berlin Hyp are also organised in
accordance with legal requirements or regu-
lated in company agreements. The responsible
departments, on behalf of the Board of Manage-
ment, do not negotiate issues of occupational
safety and health protection directly with trade
unions, but —in accordance with legal require-
ments — with the Works Council. In addition,
overarching issues of occupational safety and
health protection can become the subject of
collective agreements between the collective
bargaining associations.

A central occupational safety committee has
been established at the Berlin site. The tasks
and the composition of the committee are in
line with the provisions of the Occupational
Safety Act (ASiG). Safety officers are appointed
in accordance with the legal requirements
contained in the Occupational Safety Act.
Employees based abroad are subject to the
respective country’s legislation. Inspections and
consultative talks take place at the sites abroad
on a regular basis.

The regulations for the Bank’s reintegration
management system applicable to establish-
ments in Germany in accordance with section
167(2) of the German Social Code IX are

included in a works agreement. The reinte-
gration management support team acts as a
central control point in this area. It is comprised
of representatives from HR, the Works Council
and the disabled employees’ representation
body. By involving external expertise in the
specific execution of individual reintegration
management procedures, Berlin Hyp supports
employees who wish to return to work after
being incapacitated and helps prevent such
incapacitation from repeating itself in future in
order to ensure the continuation of the employ-
ment relationship over the long term.

All Berlin Hyp employees are represented in the
occupational safety committee. On a quarterly
basis, representatives from the HR division,

the Works Council, the disabled employees’ rep-
resentation body, as well as safety officers, the
Occupational Safety Officer and the Fire Safety
Officer of the Bank, meet with the company
physician and the Work Safety Officer to discuss
employment law issues. Topics include but

are not limited to accidents at work, vaccina-
tion protection, risk assessment, evacuation
exercises, relevance and implementation of new
regulations, and the results and insights from
cyclical inspections, as well as current health
and safety measures.
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As a rule, Berlin Hyp only has office work
stations, whereby the Bank does not have posi-
tions that pose a significant danger to employ-
ees or lead to a higher rate of illness, which
means employees do not face the risk of typical
occupationalillnesses or diseases as defined

in Annex 1 to the Regulation on Occupational
Diseases (BKV). The external Work Safety Officer
and the external Fire Safety Officer conduct site
inspections on a regular basis.

In order to prevent common health problems
that can arise as a result of long periods of
sitting at work, Berlin Hyp makes an extensive
effort to ensure that workstations are designed
ergonomically, and the Bank also offers occupa-
tional health check-ups on a regular basis. All
affected employees have the possibility to get a
check-up for staff with jobs in front of computer
screens (G37).

Employees may contact their supervisors, safety
officers, the Occupational Safety Officer, the
company physician or the Works Council at any
time if a potential work-related risk or a poten-
tially dangerous situation should come up. The
situation is then evaluated with the Work Safety
Officer, the risk assessment is adjusted where
required and/or a risk assessment is prepared
and, where necessary, the occupational safety
committee and the Works Council are informed.
Occupational Safety acts with a direct reporting
line to the Board of Management and has its
own budget in order to be able to initiate ad hoc
measures etc.

Occupational health services are provided by an
external company physician. The company phy-
sician is available for any problems or difficul-
ties with potential indirect or direct impacts on
the workplace (e.g. ergonomic issues, questions
regarding working at a monitor). The physi-
cian’s consultation hours and contact data are
published on the intranet. The physician also
conducts check-up examinations for employees.
Flu vaccinations are offered as well.

Berlin Hyp does not have a certified manage-
ment system for occupational health and safety
and health protection. The employees are
provided with information via publications on
the intranet, displays in the Bank and processes
in the organisation manual. In urgent situa-
tions, messages are sent via e-mail to all Bank
employees.
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Information on infection protection/pandemic
control is mainly provided to employees via
the intranet, in particular in the form of FAQs
(hygiene regulations, physical distancing reg-
ulations, test options, information on vaccines,
consultation with the company physician, etc.).
Employees who are first responders, fire safety
assistants or safety officers are trained on a
regular basis. Occupational Safety monitors the
required training intervals. Training courses on
how to use the defibrillator were offered to all
interested employees in the reporting year.

All employees must attend an occupational
safety training course once a year. Employees
who enter rooms that may contain extinguish-
ing gases etc. are trained separately. Evacuation
exercises are also held every two years, at the
latest.

Health promotion activities include pro-
grammes for reducing health stress risks and
strengthening self-determination by promoting
social and individual health awareness. Infor-
mation on the following services is published
on the intranet; these services can be used by
all employees:

- Free third-party consultations (EAP): this
service relates to all professional and private
issues and is supplemented by an informa-
tion and agency service for family issues. The
service is also available free of charge to the
relatives of the employees affected.

- Flu vaccine: Annual flu vaccinations are
offered at the Berlin site. Berlin Hyp bears
the costs.

- Check-up examinations and consultation for
employees: employees may avail themselves
of a free check-up examination with the
company physician every two years. The
check-up is also used to address personal
risk factors, discuss preventive measures and
make recommendations for further examina-
tions with the family/specialist physician.

Betriebssportgemeinschaft Berlin Hyp e.V.
(company sports club), supported financially by
Berlin Hyp AG, also makes an important con-
tribution to the health of employees. For more
than 25 years, the club has organised sports
events and activities that improve employee
fitness and increase team spirit. Currently, the
club has more than 380 members.



Regular inspections ensure the early detection
of potential risks. The external Work Safety
Officer and the external Fire Safety Officer
conduct these on a regular basis. Berlin Hyp’s
building systems organisation manages the
regular maintenance and inspection of facili-
ties relevant to work and fire safety in such a
manner as to ensure timely implementation
by specialised staff in line with applicable
standards. This is reviewed - for example —in
the internal environmental audits in the form
of random tests based on test reports.

In autumn of 2022, a survey of all employees
was conducted within the framework of the

risk assessment for mental stress; the results,
which were communicated in the first quarter
of 2023, formed the basis for the introduction
of appropriate measures in the months that
followed. Starting in the 4th quarter of 2023, a
selective effectiveness review will be initiated.
The assessment is based on a works agreement
on physical and mental risk assessment.

3.1.3 Fair remuneration policy and
proportionality of commissions and bonuses
GRI 2-19, 2-20, 2-21

Berlin Hyp is subject to the regulatory
requirements of the German Remuneration
Ordinance for Institutions (IVV). As a member
company of the Employers’ Association for

the Private Banking Industry that is bound by
collective agreements, the Bank applies the
collective agreements for the private banking
industry, and in addition, Berlin Hyp imple-
mented a remuneration system based on per-
formance, success and market needs for all staff
not employed under collective agreements. For
such staff, this means that their remuneration
is also determined on the basis of objectively
weighted assessment criteria.

The remuneration strategy and the remunera-
tion systems for the Board of Management, for
staff not employed under collective agreements
and for staff employed under collective agree-
ments are reviewed on a case-by-case basis, but
at least once per year and with the involvement
of the Remuneration Officer, and are updated as
needed. A remuneration meeting is organised
on an annual basis in order to review and, where
required, adjust individual remuneration. The
Works Council is involved in this process.

A distinction is made between fixed and
variable remuneration. Variable remuneration is
meant to acknowledge sustainable and risk-ad-

justed performance in excess of the fulfilment
of obligations pursuant to the employment
contract in question. Variable remuneration is
granted conditional upon sustainable positive
overall success of Berlin Hyp. Success is not only
measured in terms of quantity, as the quality
of overall success in the previous financial year
is also evaluated. Ever since the 2020 financial
year, the degree of achievement of the sustain-
ability target “green building share” has been
taken into account in the quality evaluation.

In 2023, the sustainability target of a 30 %
green building share was exceeded (35.4 %
share).

Despite the fact that the target was achieved,
the improvement of the green building share

is still being monitored, which will enable the
Bank to define further steps for the coming
2024 reporting year. This approach is meant to
ensure that Berlin Hyp can maintain its positive
level of ambition in this area.

The remuneration policy is regularly monitored
by the Supervisory Board, with support from the
Remuneration Control Committee. The mem-
bers of the Supervisory Board receive a fixed
remuneration for their work. The Annual General
Meeting decides on the remuneration of the
members of the Supervisory Board. The remu-
neration regulation does not apply to members
of the Board of Management and other employ-
ees of LBBW who hold shareholder mandates in
the Supervisory Board of Berlin Hyp AG. They do
not receive remuneration for these Supervisory
Board mandates. No variable remuneration is
paid. The remuneration of the highest control
body is not bound by performance criteria
relating to social, economic and environmental
issues.

The variable remuneration of the members of
the Board of Management, of staff not employed
under collective agreements (including exec-
utive employees) and staff employed under
collective agreements, is calculated on the basis
of the fulfilment of the agreed targets (indi-
vidual target agreements), taking into account
both quantitative and qualitative remuneration
parameters, which focus on the development of
strategic, financial and non-financial KPIs and
support the fulfilment of the strategic targets.
The Bank’s strategic objectives are described in
the Objectives and Strategies segment in the
Principles of the Bank section of the Manage-
ment Report.
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The individual target agreements for the varia-
ble remuneration of the members of the Board
of Management, determined by the Supervisory
Board, support Berlin Hyp’s sustainable devel-
opment. For the 2023 financial year, the Super-
visory Board upheld the goal of pressing ahead
with the Bank’s ESG agenda. The focus is on the
expansion of the green building portfolio within
the financing portfolio, on the increase of the
transparency of the CO, portfolio, on the suc-
cessful development of a decarbonisation path
for the entire financing portfolio and on the
maintenance and/or improvement of ESGratings
in the upper decile.

For customer service staff in sales units, for
example, the green building share was estab-
lished as a quantitative remuneration para-
meter in individual target agreements, as was
the improvement of ESG products.

Ever since 2018, a clawback clause for variable
remuneration in accordance with the require-
ments of the German Remuneration Ordinance
for Institutions has been part of the Supervi-
sory Board policy on the remuneration of the
members of the Board of Management and has
also been part of the remuneration systems

for staff not employed under collective agree-
ments and staff employed under collective
agreements. In addition, a works agreement
and individual agreements with executive
employees are in place in order to consistently
implement the requirements of the Ordinance
throughout the company. For information on
the remuneration of the members of the bodies,
see the attachment “Remuneration of the Board
of Management” in the Annual Report for the
2023 financial year.

The median of the remuneration for staff
including the members of the Board of Man-
agement excluding the highest remuneration
of all sites in the 2023 financial year amounted
t0 €90,945.99 (2022: €88,717.74, 2021:
€86,942.25); this includes part-time employees
and employees joining and leaving the com-
pany during the year, which were not converted
into full-time equivalents and/or values for the
entire year. In 2023, the highest annual remu-
neration, including fixed and variable compo-
nents, was 10.4 times above the median of the
remuneration of all employees (2022: 9.6 times,
2021:9.1 times).
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3.2 Social Concerns

GRI 3-3

Berlin Hyp bears social responsibility in terms
of its economic capacity and makes a positive
contribution to improving public quality of life.
This includes but is not limited to Berlin Hyp's
social commitment, examples of which are
described in the sections below. Berlin Hyp
has an impact on social concerns through its
activities as a financial services provider, in
particular with its products and services. This
includes measures such as the integration of
social criteria into the Bank’s own investment
business and financing projects as well as the
responsible design of digital processes and
products. The transparent presentation of the
Bank’s performance to customers and data
security are highly relevant for Berlin Hyp,
while the Bank’s social commitment (corporate
citizenship) activities aim at strengthening its
foothold in society.

3.2.1 Corporate social responsibility
GRI1203-1, 203-2,413-1

Berlin Hyp’s charitable and corporate citizen-
ship activities focus on supporting socially
disadvantaged children and young people, as
well as support for sports and athletic activities,
whereby all of this is stipulated in the Corporate
Citizenship Guideline. The Bank focuses its
activities on the following two institutions:

- Kinderhaus Berlin-Mark Brandenburg e.V.
- Betriebssportgemeinschaft Berlin Hyp e.V.

Socially disadvantaged children and young
people should be able to grow up in an envi-
ronment that provides them with the physical
and material security they need to realise their
full potential. Furthermore, the Bank’s activi-
ties here are meant to encourage Berlin Hyp
employees to participate in sports and increase
their awareness of the importance of health and
physical well-being. Within the framework of its
long-term partnership with the charity Kinder-
haus Berlin-Mark Brandenburg e.V., Berlin Hyp
supported the social welfare of children and
young people in the reporting year with funding
in the amount of €34,000, and the Bank is also
helping to safeguard the community in the
Kinderhaus.

Moreover, Berlin Hyp supported the Betriebs-
sportgemeinschaft Berlin Hyp e.V. for the entire
yearin 2023 with a donation of €35,000. This
measure is meant to encourage Berlin Hyp's



employees to participate in the Betriebssport-
gemeinschaft (company sports club) and to
take part of their health into their own hands by
participating in sports and athletic activities in
order to increase their awareness of the impor-
tance of health and physical well-being.

3.2.2 Customer relationship management
The principle behind customer relationship
management is as follows: “We create lasting
value for our customers and for our owners and
ensure that our standards are in line with their
expectations.” In compliance with the principle
of good governance, Berlin Hyp commits to
only offering ethically acceptable products

and services and to providing all customers
with responsible and forward-thinking advice
that meets their needs and clearly describes
the respective advantages and risks. More
information is available in the “Guidelines for
responsible behaviour towards customers”

at https://www.berlinhyp.de/en/sustainability/
quidelines. The Bank’s behaviour towards
customers in financial difficulties is based on
the 18 principles of the European Banking
Authority: ,,Good Practices for the Treatment

of Borrowers in Mortgage Payment Difficul-
ties“. In this manner, customers with potential
financial difficulties are identified early on via
an early-warning monitoring system and then
contacted by specially trained employees. Such
customers are provided with targeted sources
of information. Furthermore, they are afforded
the opportunity to present their own payment
concept without too much pressure.

3.2.3 Consideration of social criteria when
issuing bonds

By issuing its first Social Bond in May 2022,
Berlin Hyp considerably underscored the holis-
tic nature of its ESG strategy. The underlying
Social Bond Framework is based on the ICMA
Social Bond Principles and addresses “afforda-
ble housing” in Germany and the Netherlands.
The classification of affordability depends

on the currently applicable social laws in the
respective country.

The Social Bond Framework was updated in
March 2023 in order to adequately take into
account the development of social legislation
inboth countries.

Ever since its first Social Bond issue, Berlin Hyp
has become a regular issuer of Social Bonds,
with 3 outstanding Social Bonds and an
outstanding total volume of €1,750 million.

In March 2023, Berlin Hyp published allocation
and impact reporting for its Social Bonds on

its website for the first time. Since that time,
the Social Finance portfolio has increased

from €2,793 million to €2,918 million. With a
financed total residential space of 6,186,084
m2 (2022: 6,079,346 m?) and 100,859 financed
residential units (2022: 99,896), Berlin Hyp
was able to provide for an estimated 250,720
household members in 2023 (2002: 243,968).
Climate protection and affordability of housing
go hand in hand at Berlin Hyp, which is why eli-
gible properties of all housing companies need
to be among the top 70 per cent of the national
residential building stock in terms of energy
efficiency. The actual Social Finance Portfolio
significantly exceeds this minimum requirement
with an average energy demand amounting to
102.45 kWh/m2 per year (2022: 103.29 kWh/m?
per year).

3.2.4 Consideration of social criteria when
selecting financing projects

Within the framework of updating the Sustain-
able Finance Framework, the Social Loan as a
new financing product was supplemented and
introduced within the loan process. At the same
time, the criteria for the Social Bond were trans-
ferred to the lending business. Social Loans
refer to the financing of affordable housing in
Germany and the Netherlands. With the Social
Loan as a new financing product, Berlin Hyp is
looking to support the creation and provision of
affordable housing. The eligibility criteria appli-
cable to the Social Bond apply in this case as
well. The criteria are detailed in the Sustainable
Finance Framework at https://www.berlinhyp.de/
en/sustainability/sustainable-finance. The issue
of Green Loans is also subject to compliance
with social criteria within the framework of the
taxonomy loan product variant. The taxonomy
loan includes compliance with the minimum
social safeguards of the EU taxonomy.

3.2.5 Data security

GRI1418-1

Berlin Hyp collects, processes and uses the
personal data of employees, customers and
business partners. They are used in the general
business operations and allow customers to
receive advice and support according to their
needs.

This personal data may only be handled
with care, in compliance with the law and in
accordance with unambiguous rules, in order
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to demonstrate that the Bank is worthy of the
trust placed in it by its customers. Internal
instructions (e.g. Data Protection Policy), the
keeping of records of processing activities,

the monitoring of processes (e.g. conducting

a data protection audit) and the use of pro-
cesses to guarantee the rights of data subjects
(e.g. processing a data protection request for
information) ensure that the General Data
Protection Regulation and other data protection
provisions are complied with at Berlin Hyp. The
Data Protection Officer reports yearly, or on an
ad-hoc basis whenever necessary, to the entire
Board of Management with an update on data
protection within the company.

Berlin Hyp operates an information security
management system (ISMS) based on the ISO
27001 standard, which fulfils the regulatory
requirements contained in MaRisk AT 7.2 in
conjunction with BAIT. Berlin Hyp has set up
an information security organisation and
appointed an Information Security Officer (ISO)
with a direct reporting/information line to the
Chief Risk Officer. Experts are also involved, in
particularin the IT department (operational
information security) and in the Facility Man-
agement department (physical security).

Berlin Hyp's ISM guideline adopted by the
entire Board of Management establishes the
basic objectives and framework conditions for
Berlin Hyp's information security and is both

a demand and an obligation for all (external)
employees to act in accordance with the law and
responsibly handle any and all information in
need of protection. On this basis and taking into
account applicable regulatory requirements, the
institution-specific Security Control Framework
is an integral part of the Bank’s written regu-
lations and addresses security requirements

for all relevant organisational units. Regular
security reviews identify information (security)
and IT risks, which are then assessed and
addressed with corresponding measures. The
ISO regularly makes all employees aware of
various information security issues.

The ISO reports on the status of information
security to the entire Board of Management on
an annual basis, and to the Chief Risk Officer on
a quarterly basis, or on an event-driven ad hoc
basis if security-relevant issues arise.

In 2023, no justified complaints were received
in connection with the protection of customer
data.
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3.2.6 Transparent performance presentation
GRI 2-16,417-1,417-2,417-3

After the EU Action Plan for “Financing Sus-
tainable Growth” was published, the regulatory
pressure on CO,-intensive industries to achieve
climate targets increased. This in turn increases
the significance of the transparent presentation
of sustainability activities and their impacts,
opportunities and risks. In addition, a high
degree of transparency within the company
supports efficient and targeted planning and
control.

In November 2022, Berlin Hyp published its new
Sustainability Guideline, which comprises and
transparently presents all material sustainabil-
ity guidelines for the core business, including
the exclusion of business activities in industries
bearing relevant sustainability risks.

Another successful step was joining the United
Nations Environment Programme Finance Ini-
tiative (UNEP FI) and signing the Principles for
Responsible Banking (PRBs) in October 2022.
The initiative catalyses measures through-

out the financial system in order to align the
economy with sustainable development. The
clear commitment to the United Nations Prin-
ciples for Responsible Banking is another step
towards manifesting Berlin Hyp’s sustainability
strategy. Within the framework of the PRBs,
Berlin Hyp will also publish an annual progress
report. The first report was published in the
second quarter of 2023.

With regard to the requirements for product
and service information and labelling,

Berlin Hyp acts in accordance with the guide-
lines of the ICC Marketing Code. This code is
based on three fundamental principles:

- All marketing communication should always
be legal, decent, honest and truthful

- Marketing communication activities
should always adequately reflect a sense
of professional and social responsibility
and should comply with generally accepted
principles of fair competition

- Marketing communication activities should
never cause damage to consumer trustin
marketing

Communication and Marketing is responsible
for applying the principles. It also provides
information to the commissioned marketing
service providers in order to ensure responsible
marketing. Berlin Hyp has also established its



own complaints management system within
the Governance division. This system aims at
continuously increasing customer satisfaction.

All complaints received during the audit period
are regularly analysed. The results are provided
to the Board of Management and the legal
department. Every complaint in connection with
securities services is also reported to the Com-
pliance department as an initial to ensure
compliance with the obligation to report to the
German Federal Financial Supervisory Authority
(BaFin) in accordance with section 34d (1) of the
German Securities Trading Act (WpHG).

In 2023, no violations of regulations in connec-
tion with product and service information and
marketing and communication were reported.

3.3 Fight Against Corruption and Bribery

GRI 3-3, 2-23, 2-24

In order to ensure success in the markets,

one of the Bank’s main objectives is to main-
tain and strengthen the great trust of its
customers, employees, owners and regulators.
The protection of the reputation of the Bank

is therefore a high priority. In order to counter
reputational risks, prevention of corruption
(which basically means the element of bribes in
commercial practice as defined in section 299 of
the German Criminal Code — StGB), anti-compet-
itive behaviour and compliance with increasing
legal requirements for Berlin Hyp's products
and services thus have a decisive impact on the
success of the Bank’s business activities.

3.3.1 Compliance

GRI 2-27, 206-1, 207-1, 207-2, 207-3

The benchmark for the actions of Berlin Hyp’s
employees is compliance with the law, estab-
lished banking standards and internal regula-
tions, provisions and guidelines. Employees are
required to respect and comply with the laws
and regulations that apply in the respective
jurisdictions in which the Bank operates. The
Code of Conduct describes all values, principles
and methods that guide the business activities
conducted by Berlin Hyp. The Code of Conduct
includes the commitment made by all employ-
ees at Berlin Hyp to treat customers, sales
partners, service providers and other market
participants in accordance with ethical and legal
principles. Together with the Sustainability
Mission Statement, the Code of Conduct is
meant to safeguard and increase the value of
the enterprise.

In order to ensure ethically and legally correct
behaviour, compliance activities focus on the
prevention of money laundering, terrorist
financing, insider trading, fraud, corruption

and other criminal acts in the Bank’s business
environment. For example, Berlin Hyp has
implemented measures to prevent transfer
fraud, thereby enabling it to detect attempted
fraud at an early stage and minimise any losses.
Compliance risks are analysed on a continuous
basis. The so-called risk analysis is the basis for
the assessment and minimisation of potential
risks from the above-mentioned criminal acts.
It covers all sites of the Bank and is conducted
and documented on an annual basis. The
analysis also includes fraud risks and assesses
the corresponding control activities of the
units. The Bank regularly reviews and, where
required, updates the prevention measures
derived from the risk analysis. Furthermore,
Berlin Hyp analyses cases or suspected cases
in the entire industry that it becomes aware of
in order to derive and/or improve preventive
measures for its own organisation and exclude
future risks to the best of its ability. The proper
implementation of internal requirements is also
reviewed according to schedule —and on an

ad hoc basis where necessary — by the Internal
Audit division, which reports directly to the
Board of Management.

The issues “compliance” and “legal” have

been firmly established within the Governance
division. The head of Governance also assumes
the function of Compliance and Money Laun-
dering Officer. The Compliance Department
regularly updates the management on the
Bank’s compliance management, unrelated to
any specific events. In addition, ad hoc infor-
mation is provided on a case-by-case basis in
the event of serious violations of compliance
regulations. The Supervisory Board receives a
report on such issues at least once a year. There
were no anomalies in this regard during the
reporting period.

For its own investments (Portfolio A), Berlin Hyp
uses a special filter (risk filter used by RepRisk
AQG) in order to give social and environmental
aspects and financial goals equal consideration
when investment decisions are made. It has
established investment criteria based on ethical
aspects and derived from the ten principles of
the UN Global Compact, other internationally
recognised sustainability standards and the
Bank’s compliance requirements. The risk filter
used by RepRisk AG for the Bank’s own invest-
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ments (Portfolio A) at Berlin Hyp is based on
these criteria. It is applied to the Bank’s own
investment business with the aim of giving
equal consideration to the sustainable aspects
of investing and the economic objectives. The
analysis of Portfolio A and future investment
decisions are based on the online database of
RepRisk AG for the risk exposure of companies,
projects, sectors and countries with regard

to ESG issues. RepRisk AG assesses risks
related to the destruction of the environment,
climate change, greenhouse gas emissions,
biodiversity, human rights violations (child
labour, forced labour), complicity of companies,
social discrimination, controversial products
and services (alcohol, tobacco, pornography,
weapons, nuclear and coal power), fraud

and corruption that can negatively affect an
organisation’s reputation and financial profita-
bility or lead to compliance problems.

Responsible tax conduct

Within the framework of its business model,
Berlin Hyp mainly generates interest and com-
mission income, which it uses to pay employee
salaries and taxes and to generate profits.

As a legal entity with its registered office and
management in Germany, Berlin Hyp has an
unlimited tax liability in Germany. With regard
to income from its establishments located
abroad, Berlin Hyp has a limited tax liability.
Furthermore, Berlin Hyp has a more advanced
tax liability with regard to its business relation-
ships to customers and business partners.

A tax obligation automatically causes tax risks.
These are substantiated by the complex tax
law framework conditions that often require
interpretation and construction. Furthermore,
tax risks result from uncertainties with regard
to the correct tax treatment in the various juris-
dictions (due to rapid changes), in part caused
by international requirements that necessitate
national implementation and technological
developments that national and/or international
legislative bodies more or less have trouble
keeping up with.

Pursuant to Berlin Hyp’s existing principles

of conduct, which were documented in writing
in a Code of Conduct in an overarching form,
any form of tax evasion and political influ-
ence - be it by customers, the Bank itself or
business partners —is rejected. Complying
with applicable laws and regulatory provisions
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for the fight against tax evasion and other
offences in connection with taxes in the markets
and jurisdictions where it operates is a high
priority for Berlin Hyp. These principles and tax
legitimacy aspects are taken into account in all
business transactions and decisions.

Berlin Hyp does not support customers with
tax avoidance, even if the wording of a certain
law would cover this, if such behaviour would
nevertheless go against the intent of the law

in question. The design of new products is
always in line with tax conformity. Furthermore,
Berlin Hyp adheres to the regulations and
initiatives of tax transparency, e.g. the Foreign
Account Tax Compliance Act (FATCA), the Com-
mon Reporting-Standard (CRS), the US Qualified
Intermediary (QI) and Country-by-Country-
Reporting.

Berlin Hyp’s operations and tax liability are
mostly based in Germany. The Bank’s business
model is not designed to be located in tax
havens. As at 31 December 2023, the Bank did
not have a branch office in a location on the
“Common EU list of third-country jurisdictions
for tax purposes”.

As a rule, the Board of Management, as the legal
representative of the Bank, has overall respon-
sibility for compliance with the tax liability of
Berlin Hyp. In the course of operational imple-
mentation, the Board of Management transfers
the main responsibility for tax issues and
concerns to the Finance division, in particular
the Accounting and Tax Department.

In order to take into account the zero tolerance
approach regarding tax offences, the Finance
division established a Tax Compliance Man-
agement System (TCMS) commensurate to the
size and complexity of the Bank. The contents
and regulations of the TCMS were documented
in writing in the Bank’s tax manual. The TCMS
and the processes, measures and controls
established in this context ensure that internal
and external regulations are adhered to and
undesirable tax practices are detected and
prohibited at an early stage. The overarching
objective of the TCMS is to fulfil the Bank’s tax
liability in full, correctly and in time, and thus
prevent compliance-related tax risks.

The concerns of stakeholders are addressed
within the framework of regular communication,
e.g. meetings and reporting. Important tax
issues and projects are also presented to the



Board of Management for acknowledgement
and/or approval. In order to take into account
the perspectives of the various interest groups
in the decision-making process, external
expert opinions from tax advisors, auditors or
legal experts are obtained, depending on the
individual case.

In order to ensure friendly cooperation with the
tax authorities, Berlin Hyp exchanges infor-
mation with responsible tax authorities in an
extensive, transparent and constructive manner.
The Bank cooperates regularly or at least on an
event-driven basis with banking supervisory
authorities.

In accordance with international OECD stand-
ards and national provisions of Section 138a
of the German Fiscal Code (AO), Berlin Hyp
does not have the obligation to submit
country-by-country reporting. Consolidated
country report information in accordance with
GRI 207-4 by country and/or tax location is
not available, as the Group’s parent company
has the obligation to submit country-by-country
reporting. Berlin Hyp as a subsidiary company
reported the relevant data to LBBW, which
inturn submitted a consolidated report for the
entire Group.

3.3.2 Prevention of corruption and
anti-competitive behaviour

GRI 2-16, 2-25, 2-26, 2-27, 205-1, 205-2,
205-3,206-1, 415-1

Berlin Hyp has set itself the goal of preventing
any attempts to commit fraud or corrupt behav-
iour. The selected measures to fight fraud and
bribery with the involvement of management
are described in more detail within the frame-
work of the sub-aspects below.

All business sites are continually monitored by
the Compliance department and the Internal
Audit division. This includes the automatic
review of all transactions. During the reporting
period, the last on-site review conducted at the
Paris branch office was in December 2023. No
anomalies were identified during the reporting
period. Another preventive measure is the

firm incorporation of ordering and purchasing
processes into the B-One division. A neutral
body is in charge here, which in this case
means that orders in excess of a certain size are
checked by an employee from the purchasing
department who is not involved in the specific
case, without prejudice to the competen-
cy-based approval workflow and professional

competence. By establishing a Purchasing
organisational unit, the Bank has a body that
is responsible for a uniform ordering process.
Tender procedures are coordinated here. The
Compliance department also supports all
tender procedures.

Furthermore, the relevant sanctions lists

are automatically compared with the entire
customer base, and a similarity of names is
sufficient for the Anti-Money Laundering Officer
to initiate an investigation. The same applies

to any and all payment transactions. This
safeguards Berlin Hyp from doing business with
sanctioned persons (e.g. from Russia) or with
persons from sanctioned countries. No cases

of corruption at Berlin Hyp were reported in

the reporting period. In addition, no fines or
monetary penalties were imposed on Berlin Hyp
for non-compliance with laws and regulations
in this period. Employees were trained and/or
instructed on compliance with legal standards
and internal regulations.

Berlin Hyp does not exert any political influ-
ence. In the reporting period, no submissions
were made to legislative procedures, nor were
any entries made on a lobby list. Donations to
political parties or politicians are prohibited

at Berlin Hyp in accordance with the Corporate
Citizenship policy. Berlin Hyp contributes to
the public debate on industry-related develop-
ments through its involvement in associations
and industry institutions, which in turn must
act within the framework of their statutes

and submit to monitoring by their governing
bodies. Currently, contributions for member-
ships in associations or support of initiatives
are not recorded as a whole. The amounts of the
membership contributions are stipulated in the
relevant articles of association and are within
the customary range for a company the size of
Berlin Hyp.

Provisions are in place for donations and
sponsorships as well as measures to prevent
corruption and anti-competitive practices - e.qg.
the preparation or arrangement of agreements
to restrict competition. Berlin Hyp treats
competitors with fairness and respect. As a rule,
all employees are required to avoid conflicts

of interest and to contact their superior or a
Compliance or Money Laundering division
employee in case of ethical doubt. Identified
incidents are addressed in accordance with

the “zero tolerance principle”. Should an
employee have actually committed a criminal
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offence, any and all consequences in accordance
with criminal, employment and civil law will

be exhausted. Berlin Hyp has implemented
comprehensive measures to avoid, detect and
adequately react to acts of economic crime. A
whistleblowing programme was introduced for
employees, customers, sub-contractors and
suppliers, thus providing a possibility to anon-
ymously report suspected illegal or unethical
conduct, which can then be investigated.

In the reporting year, no legal proceedings were
pending or being prepared due to anti-competi-
tive behaviour or the formation of monopolies.

3.4 Environmental Concerns

GRI 3-3

Environmental protection is always an
important consideration at Berlin Hyp. Its goal
is not only about reducing its own carbon foot-
print, but above all it is about promoting and
simplifying the transition to a more sustainable
economy with sustainable financing products
for the real estate industry.

3.4.1 Consideration of ecological criteria
when issuing bonds

GRI203-1

Green finance is a central aspect of Berlin Hyp’s
company strategy. Since 2015, Berlin Hyp’s
value chain has included an additional impor-
tant element of sustainability — Green Bonds for
the refinancing of green assets. They thus offer
investors added value beyond the creditwor-
thiness of the bank and its cover funds. Green
Bonds are issued in the form of Green Pfand-
briefe and Green Senior Unsecured Bonds. The
financing of green buildings represents one
element of the Bank’s sustainability activities
that relates directly to its core business of
commercial real estate financing. Financing
products for green buildings are described

in Section 3.4.2 Consideration of ecological
criteria when selecting financing projects.

With 19 outstanding benchmark issues,

Berlin Hyp remains the most active bank issuer
in the European green bond market. The Bank
strengthened its position on the Swiss capital
market by issuing two green benchmark bonds
in the form of Senior Unsecured Bonds. The
Bank’s volume of outstanding Green Bonds
now totals €7.8 billion.

In the past year, Berlin Hyp was able to continue
to put its experience with its Green Bonds to
use in the Association of German Pfandbrief
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Banks (vdp), in the working groups Griiner
Pfandbrief, Green Finance and ErneG (“Docu-
mentation of sustainable energetic building
characteristics”). In 2019, the Bank transferred
the name rights to Griiner Pfandbrief and Green
Pfandbrief to the association and subsequently
collaborated with other Pfandbrief banks to
develop minimum standards for Green Pfand-
briefe. On the European level, Berlin Hyp has
been using the Energy-Efficient Mortgage
Label (EEM Label) from the European Mortgage
Federation (EMF) and the European Covered
Bond Council (ECBC) and has been publishing
the Harmonised Disclosure Template (HDT)
required for this since 2021. The Bank is the
deputy member for Germany in the EEM Label
Committee.

The Green Bond Framework is revised regu-
larly in order to adequately take into account
regulatory developments and new require-
ments, as well as new knowledge about the
ESG capital market. In March 2023, Berlin Hyp
published a revised version of its Framework

in order to better take into account the EU tax-
onomy requirements for buildings/construction
activities relating to loans for energy-efficient
green buildings. Based on a study by Drees &
Sommer, which has been available for the vdp
member institutions since 2022 and which was
revised in the reporting period, Berlin Hyp is
now applying the technical monitoring criteria
contained in the EU taxonomy, whereby prop-
erties must be among the top 15 per cent—in
terms of energy efficiency — of the national or
regional existing building portfolio in the resi-
dential, office, retail and logistics asset classes.
Alternatively, buildings fulfilling at least the
Class A energy standards are qualified. Further-
more, in case of the issue of a new Green Bond,
the required minimum excess of eligible green
assets relative to outstanding Green Bonds plus
the new issue will be limited to €800 million.

Berlin Hyp’s 2023 impact report, prepared in
cooperation with Drees & Sommer, presents

the results and methodology for estimating the
amount of CO, emissions saved by the financed
green buildings. Throughout the year, the
underlying Green Finance portfolio increased
from €8.9 billion to €10.8 billion and now con-
tains 624 buildings (2022: 386). Mathematically,
and depending on the benchmark chosen, every
Green Bond nominal value of one million euros
saves between 6.7 and 8.1 tonnes of CO, per
year. The CO, savings per million euros invested
were therefore slightly higher compared to



the previous year. At the same time, the total
CO, emissions of the portfolio increased to a
166,444 t CO, compared to 115,000 tCO, in

the previous year. The average energy require-
ment for heat and electricity remained nearly
unchanged at 58 and 36 kWh/m?, respectively
(2022: 56/34 kWh/m?). The latest reporting and
reverification (external plausibility check) by ISS
ESG are published at https://www.berlinhyp.de/
enlinvestors/green-bonds.

In accordance with the method for its Sus-
tainability-Linked Bond, the CO, intensity of
the entire business portfolio of Berlin Hyp as
at31 December 2023 was reduced by as much
as 7.3 per cent compared to the 2020 base
year (2022: 9.7 per cent). On the one hand,

the analysis is based on the recorded energy
performance certificate data (EPC data) from
the Bank’s loan system and on the other hand,
on the approximate values for those few cases
where the Bank did not yet have any EPC

data available. The approximate values were
developed together with an external consultant
and are based on the type of building and the
year of construction and/or the year of the most
recent refurbishment.

The transparency rate of the financed real estate
properties was increased to approx. 95 % in
2023. The goal of achieving full transparency
with regard to the energy demand of the real
estate we finance was thus achieved. The
residual portfolio of outstanding energy perfor-
mance certificates is attributable to individual
cases (e.g. if our customers do not yet have an
energy performance certificate for their property
or if Berlin Hyp has not yet finished processing
the energy demand information). Compared

to the previous year, the calculation of the trans-
parency rate for the first time excluded those
properties not subject to an obligation to
collect energy data (these include but are not
limited to listed properties, undeveloped land
or properties under construction).

Due to the increased share of energy perfor-
mance certificates, most of the approximate
values previously used (in 2022 the share was
34.6 per cent) were replaced. This means that
the baseline value of the total carbon footprint
(in the reference year 2020) will be adjusted

at a later time, in order to avoid improvements
that are simply due to an increased level of
transparency. More information is available

in the Sustainability-Linked Bond Framework
at https://www.berlinhyp.de/en/investors/
sustainability-linked-bonds.

3.4.2 Consideration of ecological criteria
when selecting financing projects
GRI203-1

Berlin Hyp published its updated Sustainable
Finance Framework in April 2023. The frame-
work constitutes an overarching framework to
holistically classify the sustainable financing
products.

The products in the Sustainable Finance
Framework are classified on the basis of clearly
defined eligibility criteria. The update of the
Framework in the 2023 reporting year com-
prises the adjustment of the product criteria
for the Green Loan and the addition of another
sustainable financing product, i.e. the Social
Loan. Environmental aspects are also taken into
account for the Social Loan, which otherwise
focuses on affordable housing. For Berlin Hyp,
climate protection and social sustainability go
hand in hand, which is why buildings with poor
energy efficiency are not suitable for the Social
Loan. Only those buildings that are among

the top 70 per cent of the national residential
building portfolio in terms of energy efficiency
are eligible for Social Loans. The Green Loans
are used to finance energy-efficient and envi-
ronmentally friendly buildings. The design of
the Green Loans is in line with Berlin Hyp's own
sustainability requirements and government
regulatory standards. The loans can be issued
both in the form of an energy efficiency loan
and a taxonomy loan. This year, the criteria for
the energy efficiency loan were revised. Previ-
ously, Berlin Hyp had used specifically defined
threshold values for the energy efficiency of
the buildings as a main criterion. By regularly
updating the Framework, Berlin Hyp ensures
that the criteria are adjusted in line with new
market developments and regulatory require-
ments. Therefore, on the occasion of this year’s
Framework update, Berlin Hyp made the techni-
cal assessment criteria of the EU taxonomy for
buildings/construction activities (criteria for the
significant contribution to the environmental
objective of climate change mitigation) a prior-
ity as a criterion for energy efficiency loans.

Where the Green Loans are used to finance
measures to improve the energy and carbon
footprint of buildings, they may be designed as
transformation loans. In this case, the trans-
formation of a building is supported for both
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products (taxonomy loans and energy efficiency
loans). Detailed eligibility criteria for Green
Loans can be found at https://www.berlinhyp.de/
en/sustainability/sustainable-finance. As at the
end of the reporting period, the ratio of green
building financing increased to 35.4 per cent. In
future, environmental aspects will be taken into
account even more extensively when selecting
properties to be financed. Within the framework
of the decarbonisation project, a new control
and pricing method for calculations in new
lending was developed and will be introduced
in 2024. In future, various parameters regarding
the sustainability of buildings, such as refer-
ence to CREEM paths, transformation projects
and ESG risks, will influence pricing in the
selection of properties to be financed.

3.4.3 Containment of climate change in
capital investments

GRI201-2

Berlin Hyp is aware of the influence of its own
capital investments and attributes considerable
significance to them. When making investment
decisions for the Bank’s own investments
(Portfolio A), Berlin Hyp focuses on the prin-
ciples formulated by the PRI (Principles for
Responsible Investment) initiative and the UN
Global Compact. Furthermore, we invest only
inbonds whose issuers are located in countries
whose legal provisions and the systems used
to monitor these guarantee by themselves a
high standard of environmental protection

and social responsibility. Such countries only
include the high-income OECD countries and
the member states of the European Union. This
focus also lowers the economic risk associated
with our investment portfolio. Furthermore,
the exclusion criteria for business relationships
apply to investment decisions mutatis
mutandis.

Berlin Hyp makes an effort to steadily improve
its investment strategy as part of its risk and
sustainability strategies and thus positively
impact climate change.
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3.4.4 Environmental management at our
locations

GRI301-1,301-2,302-1, 302-3, 302-4, 303-1,
303-2,303-3, 303-5, 305-1, 305-2, 305-3, 305~
4, 305-5, 306-1, 306-2,306-3

Berlin Hyp is pursuing an operational ecology
approach as it seeks to increase awareness of
the importance of environmental protection and
take advantage of the opportunities that result
from such heightened awareness. Employees
were included during the reporting year using
various formats such as lunches, intranet infor-
mation and presentations.

Berlin Hyp is building a new corporate head-
quarters at Berlin Hyp's long-standing location
at Budapester Strasse 1 in Berlin-Tiergarten.
The new headquarters will bring all employees
in Berlin, who up to now have been separated
into two different buildings, together into a
single building. Up to now, they were divided
into two separate buildings. The new head-
quarters is meant to enable the Bank to reduce
its energy consumption by over 50 per centin
comparison to the old building. The architecture
of the new building will reduce CO, emissions
with its special design of outdoor areas and
open spaces. As one example, this reduction
will be made possible by installing photovoltaic
systems on the facade. When demolishing the
old building, Berlin Hyp took care to recycle and
dispose of the materials in an environmentally
friendly manner. Berlin Hyp received platinum
pre-certification from Deutsche Gesellschaft
fur Nachhaltiges Bauen (German Sustainable
Building Council - DGNB) for the deconstruc-
tion project and is looking to become the first
building owner in Germany to receive a full
demolition certificate from DGNB.

Berlin Hyp is also seeking to achieve certifica-
tion for the new corporate headquarters accord-
ing to the very high standard set by the DGNB.
Berlin Hyp achieved an overall performance
rating of 82.9 per cent in the platinum pre-certi-
fication process in October 2021. The bank will
receive the final certificate after the construc-
tion process has been completed. Berlin Hyp’s
project received very high performance ratings
especially in the categories of Process Quality,
Location Quality and Sociocultural, Functional
and Ecological Quality. In 2023, Berlin Hyp
received DGNB platinum certification for the
existing building in Berlin-Tiergarten used by
the Bank.
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Resource utilisation

As one of the leading real estate financiers in
Germany, Berlin Hyp has a special responsi-
bility to society. This means Berlin Hyp has an
obligation to employ effective environmental
protection measures within the company and
along its value chain:

- To promote responsible economic develop-
ment and help safeguard the livelihood of
people today and future generations

- To reduce costs by utilising resources
sparingly.

Operational environmental management
focuses on the optimisation of energy and
resources management and on the use of
renewable energy in order to systematically
reduce operational greenhouse gas emissions.
Facility management in particular has pro-
vided us with good approaches for minimising
ecological damage over the past few years.

Berlin Hyp has defined a number of objectives
in order to reduce raw material consumption

and/or improve material efficiency, in particu-

Paper consumption

lar with regard to paper consumption. These
objectives include the continuous reduction
of printing jobs, the use of recycled paper and
increasing digitalisation. A partial switch-over
of the supply of print subscriptions to digital
formats saves approx. 300 kg of paper per
year. Since summer 2022, Berlin Hyp has been
exclusively using recycled paper for printouts
and copies. Additional measures such as the
complete digital presentation of products

for savings banks and the workflow-based
organisation of the meetings of the Board of
Management support the Bank’s efforts to
workin a resource-efficient manner.

Paper is the relevant material used in the
course of Berlin Hyp’s business operations.

The figures for paper consumption are based
on the purchased and/or used quantities. The
share in office and copy paper with a Blue
Angel certificate amounted to 99 per centin the
2023 reporting year. The share of FSC-certified
and/or recycled paper was 11 per cent for
printed materials.

in kg
2023 2022 2021 Change compared
to the previous
yearin %
Copy paper 2,143.4 2,2125 2,444 -3.1
Printed materials and other 2,530.2 688.6 773 +267.4

The considerable increase in the consumption
of printed materials in the year-on-year com-
parison is mostly attributable to the printing
of the textbook authored by our appraiser,
Dipl.-Geol. Achim Lenzen, “Die Bewertung von
Standard-Renditeobjekten” (“The Valuation of
Standard Investment Properties”), the printed
version of which we provided to select custom-
ers and stakeholders in addition to the online
version.

Berlin Hyp does not operate in the manufac-
turing sector and therefore is not subject to
special requirements beyond legal provisions.
All mandatory reporting provisions are ful-
filled, including for example the permit for the
emergency power generator. We receive our
drinking water supply from the public network
provided by the regional utilities companies.

As a service company, Berlin Hyp uses water for
daily use, i.e. kitchen and bathroom purposes.
The Bank’s sites are not located in regions with
water shortages.

The EU taxonomy specifications regarding the
flow rate in the mountings were taken into
account in the planning of the new construction
project B-One.

Water consumption has been cut in half since
2020. This is attributable to the deconstruction
of the building on Budapester Strasse. The
increase in water consumption compared to the
previous year is attributable to the increased
presence of employees in the offices. The water
quantities in the table above relate to drinking
water from the public network.
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Volume of water used
inm?3

2023
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2022 2021

Volume of water used 2,177

1,768 1,572

As a business enterprise, Berlin Hyp AG is
subject to the German Commercial Waste
Ordinance. However, as Berlin Hyp only gen-
erates negligible quantities of certain waste
types, these are recorded and disposed of
together with mixed municipal solid waste.
All waste is disposed of on a regular basis by
certified specialised waste disposal compa-
nies. Disposal companies commissioned by
Berlin Hyp must provide evidence to the Bank
that they have been certified as specialised
waste disposal companies. The Environmental
Programme contains detailed information on
waste prevention and can be found starting
on page 31 of our Environmental Statement:
https://www.berlinhyp.de/en/sustainability/

reportings.

Waste produced

The fact that operations in all parts of
Budapester Strasse 1 were completely shut
down resulted in a 50 per cent reduction of
waste volume in 2021. Total waste volume in
2023 was slightly below the previous year’s
level. Waste prevention and recycling are the
top priority at the Bank. Berlin Hyp has been
procuring climate-neutral toner cartridges since
we replaced our printers 2017. In this connec-
tion, we also collect data on the number of car-
tridges used in order to calculate our compen-
sated emissions. At the editorial deadline for
this report, the data were not yet available and
will be reported in the GRI content index. Unlike
conventional toner set-ups, in which the entire
cartridge needs to be replaced, we only refill
the toner in the products we use. This reduces
waste by roughly 75 per cent as compared to
conventional systems.

int

2023 2022 2021
Non-hazardous waste 62.79 64.40 66.89
Of which waste for recycling 23.35 24.99 29.14
Of which waste for disposal 33.29 37.48 36.23
Of which light packaging 1.11 1.51 1.53
Other (bulky items, discarded
computer equipment) 5.04 0.42 0.60
Hazardous waste 0.01 0.11 1.30
Total waste volume 62.81 64.52 68.19

Emissions

Berlin Hyp has defined ambitious environmen-
tal targets. The Bank’s business operations

are to achieve CO, neutrality by 2025 at the
latest. In order to ensure it can achieve this
goal, Berlin Hyp is focusing is on continuously
reducing operational greenhouse gas emis-
sions. Furthermore, Berlin Hyp intends to use
certificates to compensate for the remainder of
its CO, emissions.

Since 2017, all of the Bank’s German locations
have been using green electricity exclusively. In
addition, since 2020, we have been calculating
the amount of electricity consumed by employ-
ees working from home.


https://www.berlinhyp.de/en/sustainability/reportings
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Energy consumption within the organisation!

2023 2022 2021 Change compared
to the previous
yearin %
Electricity consumption in MWh 1,736 1,637 1,686 +6.1
Diesel fuel for emergency power
generatorsin | 326 282 196 +15.6
District heat for space heating,
ventilation and air-conditioning
technology and hot water in MWh 699 956 1,185 -26.9
Fuel consumption of company
carsinl 81,607 84,851 93,568 -3.8

'The calculation comprises all Berlin Hyp establishments in Berlin and the data centres.

The reduction in heat consumption is mainly
attributable to changes in heating habits

and adjustments to heating control systems,
whereas electricity consumption increased as

a consequence of infrastructure construction

in the data centres. Another operating activity
within the framework of reviewing security
components caused increased consumption of
approx. 40 litres of diesel fuel for the emergency
power generator.

Energy consumption outside the organisation

Outside of the organisation, energy is mainly
consumed for business travel. For this purpose,
we record fleet consumption figures and also
receive data on train and air travel. The VfU tool
is used to calculate the associated emissions.
In the 2023 reporting year, 4.12 MWh of energy
(electricity and heat) were consumed at the
Berlin location per full-time employee. For the
mobility of the fleet of the entire Bank, a total
of 800 MWh of energy were consumed in the
2023 reporting year. Business travel by train or
airis notincluded here, as the VfU tool does not
convert kilometres travelled by train or airinto
MWh. However, data on air and train travel were
used in the calculation of CO, emissions using
the VfU tool.

2023 2022 2021 Change compared
to the previous
yearin %
Air travel

Number 1,006 959 196 +4.9
km 588,318 591,613 101,569 -0.6
tco, 190 183 36 +3.8

Train travel
Number 1,332 844 188 +57.8
km 787,311 426,913 93,852 +84.4
tco, 7 4 1 +75.0
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Energy intensity
in MWh per employee
2023 2022 2021
Electricity* 2.94 2.94 3.13
District heating? 1.18 1.72 2.2
Mobility3 1.22 1.35 0.81
1 Reference value employees 2023: 590 in Berlin
2Reference value total number of employees 2023: 655 (deviation from the definitions
in the non-financial statement, taking into account all employee categories)
3 Business travel by train or air are not contained herein
Greenhouse gas emissions by Scope 1, 2 and 3
in t CO, equivalents
2023 2022 2021 Change compared
to the previous
yearin %
Scope 1 - direct greenhouse gas
emissions® 223 227 132 -1.8
Scope 2 —indirect greenhouse gas
emissions (location-based)*? 860 787 826 +9.3
Scope 2 —indirect greenhouse
gas emissions (market-based)*? 119 90 95 +32.2
Scope 3 — greenhouse gas
emissions of the supply chain?3 435 432 217 +0.7
Total greenhouse gas emissions
(Scope 2 location-based)? 1,518 1,446 1,175 +5.0
Total greenhouse gas emissions
(Scope 2 market-based)? 777 749 444 +3.7

1Since 2015, the GHG Protocol has required a dual structure of “market-based accounting” and “location-based accounting”

with regard to Scope 2. Berlin Hyp’s environmental reporting discloses the figures resulting from both approaches and thus

enables a comparison between the provider and product-specific figure (“market”) and the “location” figure that is based on

activity data (such as energy use) and the average emission factors for a certain geographical region.

2 Only emissions of operational ecology are addressed in all tables. Emissions of the financing portfolio are calculated
separately. See the Annual Report for the Short Financial Year Il 2022, “VI Non-Financial Statement/3.2.6 Transparent

Performance Presentation”.

3The emissions data are based on the status of evidence received as at 31 January 2024. Therefore, slight changes within

individual consumption categories that become apparent through invoices received at a later time cannot be excluded.

Conclusive consumption and emissions data are published in our GRI content index and the Environmental Statement.



The greenhouse gas emissions are shown as
CO, equivalents, as all greenhouse gases for
which the Intergovernmental Panel on Climate
Change (IPCC) has defined a Global Warming
Potential are taken into account. In the 2023
reporting year, 1.19 t (Scope 1: 0.34, Scope 2:
0.18, Scope 3: 0.67) of market-based and 2.32t
of location-based CO, equivalents (Scope 1:
0.34, Scope 2:1.31, Scope 3: 0.67) were emitted
per employee. See the “Greenhouse gas emis-
sions” table. In the reporting year, in deviation
from definitions in the non-financial statement,
the total number of employees of 655 was used
as a reference value, taking into account all
employee categories.

Total greenhouse gas emissions have declined
since the first Environmental Statement was
published in 2015, whereby this development
is mainly attributable to our use of renewable
energy and was also significantly influenced in
2020 and 2021 by the restrictions imposed as
aresult of the pandemic, and by the fact that the
building on Budapester Strasse was no longer
in use. The increase in electricity demand
compared to the previous year is attributable to
consumption in data centres. The adjustment of
the emission factor for district heating acqui-
sition by the provider increased the emissions
in terms of figures only; in fact, thermal energy
consumption in the 2023 reporting year
decreased by approx. 250,000 kWh. Business
travel increased by a total of approximately
300,000 kilometres in 2023, whereby it should
be pointed out here that unlike the case in
previous years, ever since 2022 we have been
reporting all kilometres driven with the com-
pany car fleet — both privately and for business.

3.5 Respect for Human Rights

GRI 2-23, 2-24, 3-3, 406-1

Berlin Hyp is committed to its responsibility in
the protection of human rights in all activities
of its business. With this in mind, Berlin Hyp,
has adopted several directives and joined the
UN Global Compactin 2015. Since Berlin Hyp is
mainly active in Germany and in selected core
markets in Europe, the likelihood of human
rights violations in its business activities is
considered to be lower.

3.5.1 Human rights due diligence

GRI 2-25, 2-26, 2-27, 407-1

Berlin Hyp is committed to the respect of
human rights in all activities of its business.
The UN Global Compact contains the following

two principles in connection with human rights:
Businesses should support and respect the
protection of internationally proclaimed human
rights. Businesses should make sure that they
are not complicit in human rights abuses.
Berlin Hyp fully applies both principles.

To this end, Berlin Hyp has adopted several
guidelines, such as the Code of Conduct and
the Equal Opportunities Policy. Berlin Hyp also
expects its material contractors and suppliers,
regardless of their size, sectors or work per-
formed, to act in accordance with the principles
of the UN Global Compact and human rights, in
particular:

- Abolition of child labour

- Free choice of employment
- Prohibition of discrimination
- Freedom of association

Information on the review of suppliers and
contracts is contained in Section 1.6 “Depth of
the value chain”.

Cooperation between Berlin Hyp and all
employees is based on a trusting partnership.
We also expect our suppliers and contractors to
commit themselves accordingly. In the report-
ing year, no cases of violation of or risk to the
freedom of association were reported.

Furthermore, Berlin Hyp considers itself to be a
company free from discrimination and pursues
the goal of creating a work environment that is
free from prejudice, stereotypes and discrimi-
nation.

There were no suspected human rights viola-
tions in the reporting year.

4 Reporting Requirements in Accordance with
the EU Taxonomy Regulation

4.1 Background

The EU Taxonomy Regulation (Regulation (EU)
2020/852 - Taxonomy Regulation) was pub-
lished in the Official Journal of the European
Union on 22 June 2020. The EU Taxonomy
Regulation and the associated delegated regu-
lations and annexes introduced a classification
system for ecologically sustainable economic
activities. In particular, the regulation provides
uniform criteria to determine whether an
economic activity in the European Union can be
classified as environmentally sustainable.
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This classification is generally viewed as
necessary for the broad integration of sustaina-
bility into the financial sector and the real econ-
omy. One of the objectives of the regulation is
to ensure that the criteria for environmentally
sustainable economic activities are clear and
uniform (similar to a minimum standard as in
the EC Eco Regulation (EC) No 834/2007 for
organic products). The aim of the taxonomy is
to measure the degree of environmental sus-
tainability of economic activities and therefore
of individual investments, corporate activities
and entire real and financial enterprises. The
overall objective is to achieve transparency

and comparability. Capital flows should move
more easily into environmentally sustainable
economic activities and help investors (institu-
tional and private investors, banks, etc.) in their
investment decisions.

The EU taxonomy environmental objectives

are stipulated in the EU Taxonomy Regulation
and define certain environmental aspects
relevant for ensuring a more sustainable future.
These are measured using criteria that define
which economic activities help fulfil them. The
six environmental objectives are defined in EU
taxonomy as follows:

Climate change mitigation (CCM)

An economic activity qualifies as contributing
substantially to climate change mitigation if it
makes a material contribution to maintaining
the greenhouse gas content in the atmosphere
on a level that prevents dangerous human
interference with the climate system. This is
achieved by preventing or reducing greenhouse
gas emissions or by increasing the storage of
these gases (greenhouse gas sequestration)
in line with the goals of the Paris Agreement.
Process and/or product innovations may
contribute to this (Article 10).

Climate change adaptation (CCA)

Economic activities that help reduce or prevent
an adverse impact of the current or expected
climate change or that exploit the potential

for achieving positive effects of the current or
expected climate change (Article 11).

Sustainable use and protection of water

and marine resources

An economic activity qualifies as contribut-

ing substantially to the sustainable use and
protection of water and marine resources if that
activity contributes substantially to maintain-
ing orimproving the good status of bodies of
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water, including bodies of surface water and
groundwater. This includes preventing the
deterioration of bodies of water that already
have good status. The same is true of attempt-
ing to maintain the good environmental status
of marine waters or of preventing the deterio-
ration of marine waters that are already in good
environmental status (Article 12).

Transition to a circular economy

This objective focuses on the prevention and
reduction of waste and the efficient use of
resources by reuse or recycling (Article 13).

Pollution prevention and reduction

This environmental objective focuses on
environmental protection against pollution,
i.e. preventing, reducing or removing inputs of
pollution, vibrations, radiation, waste, heat or
noise in the air, water or soil, which harm

or could harm the health of human beings,
animals or plants (Article 14).

Protection and restoration of biodiversity
and ecosystems

These economic activities aim at protecting,
conserving or improving the status of
ecosystems, habitats and species and sup-
porting the healthy function of ecosystems
and supporting the sustainable use of natural
resources (Article 15).

At the same time, minimum requirements

must be met, e.g. regarding social matters and
human rights. For banking institutions, this
provision contains the obligation to report and
record the green asset ratio, which refers to the
share of assets and risk positions that are in line
with taxonomy criteria, i.e. taxonomy-aligned
investments by the company.

The EU Taxonomy Regulation uses several

key terms in order to describe and detail the
various types of sustainability-related business
activities.

Taxonomy-eligible economic activities
Economic activities falling within the framework
of the EU taxonomy that can generally be sus-
tainable in accordance with the EU taxonomy in
the sense of one or several of the six environ-
mental objectives.

Taxonomy-aligned economic activities

This refers to any economic activity contrib-
uting substantially to one or several of the six
environmental objectives defined in the EU



taxonomy, without having material negative
impacts on one of the other objectives (DNSH
criteria) and also complying with the social
and governance safeguards stipulated in the
taxonomy.

Enabling activities

Economic activities supporting other sectors
and companies with the reduction of emissions
or with adaptations to climate change. This
may include technologies, products or services
contributing substantially to environmental
sustainability.

Transitional activities

These are economic activities that are not
directly in line with the environmental objec-
tives of the taxonomy but which neverthe-
less play an important role in a fair and just
transition to a climate-neutral economy. These
activities may include activities in sectors
that are currently heavily dependent on fossil
energy sources but which plan to reduce this
dependency step by step and introduce clean
technologies as well.

4.2 Report on the Legally Required Key
Performance Indicators (KPIs) and Templates
According to the EU Taxonomy Regulation, insti-
tutions subject to the Non-Financial Reporting
Directive (NFRD), including Berlin Hyp, are
requested to disclose their so-called green
asset ratio (GAR) for their environmental
objectives 1 and 2 in the 2023 reporting year,
i.e. the relation between taxonomy-eligible

and admissible assets. The explicit disclosure
requirements are stipulated in the Delegated
Regulation (EU) 2021/2178 on Article 8 of the
EU Taxonomy Regulation. The act defines tem-
plates Berlin Hyp has to report in the non-finan-
cial statement. As at 31 December 2023, this
generally includes the following tables'®:

18 Berlin Hyp will not disclose Templates 5 and 6 in 2023, as
the respective business areas are not relevant. In order to
ensure a clear and informative presentation, the templates
will not be included in the non-financial statement this
year.
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No. Template Regulatory basis First publication
(EU Delegated for FYs
Regulation)
0 Overview of the KPIs to be disclosed by banking 2021/2178 2023
institutions in accordance with Article 8 of the Taxonomy
Regulation
la Assets for the calculation of the GAR - basis turnover 2021/2178 2023
1b 1. Assets for the calculation of the GAR - basis CapEx 2021/2178 2023
2a 2. GAR sector information - basis turnover 2021/2178 2023
2b 2. GAR sector information — basis CapEx 2021/2178 2023
3a 3. GAR KPI stock - basis turnover 2021/2178 2023
3b 3. GAR KPI stock - basis CapEx 2021/2178 2023
4a 4. GAR KPI flows - basis turnover 2021/2178 2023
4b 4. GAR KPI flows - basis CapEx 2021/2178 2023
5a 5.1.1 KPI off-balance sheet exposures — 2021/2178 2023
stock - basis turnover
6a 5.1.2 KPI off-balance sheet exposures — 2021/2178 2023
flows - basis turnover
5b 5.2.1 KPI off-balance sheet exposures — 2021/2178 2023
stock —basis CapEx
6b 5.2.2 KPI off-balance sheet exposures — 2021/2178 2023
flows - basis CapEx
Row  Nuclear energy-related activities
1. The undertaking carries out, funds or has exposures to research, development, NO
demonstration and deployment of innovative electricity generation facilities that produce
energy from nuclear processes with minimal waste from the fuel cycle.
2. The undertaking carries out, funds or has exposures to the construction and safe operation NO
of new nuclear installations to produce electricity or process heat, including for the
purposes of district heating or industrial processes such as hydrogen production, as well as
their safety upgrades, using best available technologies.
3. The undertaking carries out, funds or has exposures to the safe operation of existing NO
nuclear installations that produce electricity or process heat, including for the purposes of
district heating or industrial processes such as hydrogen production from nuclear energy,
as well as their safety upgrades.
Fossil gas-related activities
4. The undertaking carries out, funds or has exposures to the construction or operation of NO
electricity generation facilities that produce electricity using fossil gaseous fuels.
5. The undertaking carries out, funds or has exposures to the construction, refurbishment and NO
operation of combined heat/cool and power generation facilities using fossil gaseous fuels.
6. The undertaking carries out, funds or has exposures to the construction, refurbishment and NO

operation of heat generation facilities that produce heat/cool using fossil gaseous fuels.




On 9 March 2022, the act was supplemented

by the Delegated Regulation (EU) 2022/1214,
which refers to economic activities in specific
energy sectors and stipulates special disclosure
requirements for such activities (nuclear and
fossil gas-related activities).

Berlin Hyp fulfils its obligations according to
Article 10 (2) of the Delegated Act on Article 8
(1) of the EU Taxonomy Regulation for financial
institutions with regard to key performance
indicators and qualitative information to be
reported in 2023, as addressed below. The key
performance indicators in the table were calcu-
lated based on the financial reporting (FINREP)
in accordance with banking supervision law

as at the reporting date 31.12.2023 and

as such are part of the taxonomy disclosure
requirements. In addition thereto, no voluntary
disclosures are made.

As Berlin Hyp currently does not hold loans with
known purposes with counterparties subject to
the NFRD, the GAR was determined only on the
basis of the disclosed KPIs of the counterpar-
ties subject to the NFRD. This information was
gained from the business and sustainability
reports (normally 2022) of the counterparties.
This refers to information regarding taxonomy

eligibility and alignment, broken down by
turnover and CapEx KPIs and the environmental
objectives CCM and CCA. Unless more detailed
disclosures are made in the business reports of
the counterparties, the assumption is that infor-
mation on taxonomy eligibility and alignment
refers to the environmental objective CCM.

In order to determine these KPls, the FAQs

and instructions published by the European
Commission and the IDW on were taken into
account. Due to the short-term nature involved,
restrictions result only from the FAQs published
by the European Commission in December
2023, which could not be completely imple-
mented in the 2023 financial statements. These
matters are addressed in detail in the sections
that follow.

In accordance with legal provisions, all tem-
plates from the Delegated Act are to be reported
based on the turnover KPIs of the counterparty
on the one hand and the CapEx KPIs of the
counterparty on the other hand.

As a result, the KPIs for Berlin Hyp present as
follows (Template 0 in accordance with the
Delegated Regulation):

Main KPI Total envi- Total envi- KPI KPI % coverage % of assets ex- % of assets excluded
ronmentally ronmentally  Turnover CapEx (oftotal assets) cluded from the  from the denominator
sustainable sustainable numerator of the GAR of the GAR (Article 7
assets: assets: (Article 7 (2) and (3) (1) and Section 1.2.4
Turnover CapEx and Section1.1.2 of Annex V)
of AnnexV)
Green assets ratio
(GAR) stock 148.6 446.7 0.44 % 1.34% 25.10 % 68.05 % 6.85 %
Additional KPIs Total envi- Total envi- KPI KPI % coverage % of assets excluded % of assets excluded
ronmentally ronmentally  Turnover CapEx (of total assets) from the numerator  from the denominator
sustainable sustainable of the GAR (Article 7 of the GAR (Article 7
assets: assets: (2) and (3) and (1) and Section 1.2.4
Turnover CapEx Section 1.1.2 of of Annex V)
AnnexV)
GAR (flows) 51.0 150.2 2.75 % 8.09 % 28.81 % 68.27 % 2.92%
Trading book n/a n/a n/a n/a — - -
Financial
guarantees 0 0 0% 0% - - -
Assets under
management 0 0 0% 0% = - -
Fees and commis-
sions income n/a n/a n/a n/a - - -
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In addition, in accordance with Article 8 of the
Delegated Regulation, additional KPIs must be
reported that cannot be explicitly derived from
the templates provided:
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Total GAR Turnover CapEx

Total GAR for financing activities

directed at financial undertakings 0.50 % 1.44 %
ccMm 0.50 % 1.44 %
CCA - _

Total GAR for financing activities

directed at non-financial undertakings 10.74 % 32.68 %
ccMm 10.74 % 20.79 %
CCA - 11.89 %

GAR for residential real estate exposures,
including house renovation loans

ccm

CCA

These KPIs are detailed and categorised below.

4.2.1 Assets for the calculation of the GAR
(Template 1)

The calculation of the GAR is based on the
central Template 1 of the disclosure require-
ments, which contains the allocation of the
assets to taxonomy information in accordance
with FINREP. The rows are mainly divided into
the following 3 groups:

- Risk positions relevant for the numerator &
denominator of the GAR (including but not
limited to NFRD entities and households)

- Risk positions that are also relevant for the
denominator of the GAR (including but not
limited to non-NFRD entities inside and
outside the EU, derivatives, other assets)

- Risk positions excluded from the GAR
calculation (risk positions relative to
governments and central banks)

The counterparty and product classification
mainly refers to the definitions in the FINREP
report.

Among Berlin Hyp’s financing activities, loans
and advances to other financial companies are
an exception, to the extent that they are risk
positions relative to real estate funds. These
were classified as taxonomy-eligible irrespec-
tive of the counterparty’s NFRD reporting
requirement, since risk positions relative to
real estate funds can be checked for taxonomy
eligibility according to the directives from
question 13 of the FAQs on Article 8, published
on 20 December 2021.

The following information is included in the
columns:

- Gross carrying amounts in accordance with
FINREP

- Taxonomy eligibility broken down by
environmental objectives (in this case only
CCM and CCA)

- Taxonomy alignment broken down by
environmental objectives (in this case only
CCM and CCA)

- Of which positions for enabling and
transitional activities

Positions not completed in the templates

are not contained in Berlin Hyp’s portfolio.
Currently, a disclosure is made for the environ-
mental objectives CCM and CCA only.*?

For the taxonomy alignment ratio in accordance
with the turnover KPIs of the counterparties,
Berlin Hyp was only able to calculate a positive
value for the environmental objective CCM,

and a zero measurement for the environmental
objective CCA.

The result in terms of the turnover KPIs of the
counterparties is?%:

19 This report only presents a reduced version of the complete
templates, referring to the central positions of Berlin Hyp.
A complete presentation is contained in the notes to the
Annual Report.

20 As these templates are disclosed for the first time, compa-
rable figures from the previous period are not available.
The columns thus designated in the template are therefore
not disclosed in order to ensure a clear presentation.



FY 2023

Total (gross)

Climate change mitigation (CCM)

carrying
amount Of which in taxonomy-relevant sectors (taxonomy-eligible)
€m
Of which environmentally sustainable
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 9,009.9 6,887.1 148.6 - 44.7 0.8
Financial companies 7,959.6 6,079.2 39.5 - 2.4 0.4
Banking institutions 2,034.6 475.3 - - = -
Loans and advances - - - - - -
Debentures, including those
for which the use of proceeds
is known 2,034.6 475.3 - - - -
Equity instruments - - - - - -
Other financial corporations 5,924.9 5,603.9 39.5 - 2.4 0.4
Non-financial companies 1,016.1 807.9 109.1 - 42.3 0.4
Loans and advances 1,006.2 800.3 104.7 - 42.3 -
Debentures, including those
for which the use of proceeds
is known 9.9 7.5 4.4 - - 0.4
Equity instruments - - - - - -
Private households 34.2 - - - = -
Assets notincluded in the
numerator for the GAR calculation
(included in the denominator) 24,4239 - - - - -
Financial and non-financial
companies 23,601.1 - - - - -
SMEs and NFCs (that are not
SMESs) not subject to the disclo-
sure requirement of the directi-
ve concerning the disclosure of
non-financial information 22,948.6 - - - = -
Counterparties from non-EU
countries not subject to the
disclosure requirement of
the directive concerning the
disclosure of non-financial
information 652.5 - - - - -
Derivatives 380.2 - - - - -
Short-term interbank loans 1.6 - - - - -
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Total (gross)

Climate change mitigation (CCM)

carrying
amount Of which in taxonomy-relevant sectors (taxonomy-eligible)
€m
Of which environmentally sustainable
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
Cash and cash-related assets - - - - - -
Other asset categories (e.g. good-
will, goods, commodities, etc.) 441.0 - = - = -
Total GAR assets 33,433.8 - - - - -
Assets not covered in the
GAR calculation 2,458.7 - - - - -
Central governments and
supranational issuers 2,420.2 - - - - -
Risk positions in relation
to central banks 38.5 - - - - -
Trading book - - - - - -
Total assets 35,892.5 6,887.1 148.6 - 44.7 0.8

In terms of the CapEx KPIs of the counterparties,

the values vary slightly:

FY 2023
Total (gross) Climate change mitigation (CCM) + Climate change adaptation (CCA)
carrying
amount Of which in taxonomy-relevant sectors (taxonomy-eligible)
€m
Of which environmentally sustainable
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 9,009.9 6,838.4 446.7 - 9.0 47.5
Financial companies 7,959.6 6,067.8 114.6 - 3.4 19.0
Banking institutions 2,034.6 475.4 - - - -

Loans and advances
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Debentures, including those
for which the use of proceeds

is known 2,034.6 475.4 - = -
Equity instruments - - - - -
Other financial corporations 5,924.9 5,592.4 114.6 34 19.0

of which investment firms 1,016.1 770.6 332.1 5.7 28.5

Loans and advances 1,006.2 761.4 330.0 5.7 273

Debentures, including those

for which the use of proceeds

is known 9.9 9.2 2.1 = 1.3

Equity instruments - - - - -
Private households 34.2 - - - -
Assets not included in the
numerator for the GAR calculation
(included in the denominator) 24,423.9 - - - -
Financial and non-financial
companies 23,601.1 - - = -

SMEs and NFCs (that are not

SMESs) not subject to the disclo-

sure requirement of the directi-

ve concerning the disclosure of

non-financial information 22,948.6 - - - -

Counterparties from non-EU

countries not subject to the

disclosure requirement of

the directive concerning the

disclosure of non-financial

information 652.5 - = = -
Derivatives 380.2 - - - -
Short-term interbank loans 1.6 - - - -
Cash and cash-related assets - - - - -
Other asset categories (e.g. good-
will, goods, commodities, etc.) 441.0 - - - -
Total GAR assets 33,433.8 - - - -
Assets not covered in the
GAR calculation 2,458.7 - - - -
Central governments and
supranational issuers 2,420.2 - - - -
Risk positions in relation
to central banks 385 - - - -
Trading book - - - - -
Total assets 35,892.5 6,838.4 446.7 9.0 47.5
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Currently, Berlin Hyp does not have loans with
known purposes to companies subject to the
NFRD in its portfolio; therefore, any and all tax-
onomy eligibility and alignment information is
calculated using the KPIs of business partners.

As Berlin Hyp generally only has few NFRD
companies as counterparties in its portfolio,
the gross carrying amount of the assets to be
taken into account for the GAR calculation is
correspondingly low. Mainly, the counterparties
(approx. 2/3) operate in the financial sector in
the capital market business. However, these
companies do not disclose alignment informa-
tion on a regular basis and do not contribute
substantially to the GAR.

Shares in affiliated companies are recognised
in other assets in accordance with the Group
requirements in line with the allocation to
FINREP.

Berlin Hyp has classified loans to real-estate
funds as taxonomy-eligible, and since these

are risk positions relative to real estate funds,
they can be checked for taxonomy eligibility
according to the directives from question 13 of
the FAQs on Article 8, published on 20 Decem-
ber 2021. Figures on alignment could not be
calculated due to the lack of reporting data from
the funds.

In the non-financial sector, the majority of
Berlin-Hyp's counterparties are not subject to
the NFRD. The counterparties subject to the
NFRD disclose rather low alignment figures,
making the contribution to the GAR larger than
that in the financial sector, but still low as a
total.

This applies both on the basis of turnover KPls
and CapEx KPIs, whereas the CapEx KPIs of the
counterparties are somewhat higher on average
than the turnover KPIs. However, the difference
for the taxonomy-aligned assets of Berlin Hyp is
negligible.

Financing in the household sector forms a
residual portfolio, which is no longer contained
in Berlin Hyp’s product portfolio and will there-
fore not be analysed in more detail.

In the disclosure of 31 December 2023,
Berlin Hyp classifies the business areas as
non-taxonomy-eligible with regard to special
purpose vehicles (SPVs). Based on the com-
municated Group policies and requirements,

Declaration by the Members Service

areview and/or an alignment test of the busi-
ness activities is not performed. Thus, SPVs are
classified as non-taxonomy-aligned and were
therefore not taken into account in the numera-
torin the GAR calculation.

The implementation of the draft FAQs of the
European Commission of 21 December 2023
regarding SPVs (cf. Question 14) cannot be pre-
sented for the 2023 annual accounts due to the
missing data and will be monitored for future
periods. In accordance with these FAQs, SPVs
with a sponsor subject to the NFRD will have to
be taken into account in the GAR in future.

The off-balance sheet business was reviewed

in accordance with Template 1, however.

Berlin Hyp does not have any financial guar-
antees to NFRD companies in its portfolio and
Berlin Hyp’s product catalogue does not contain
“assets under management”. Therefore, Tem-
plate 5 will not be disclosed for the alignment
ratios of the off-balance sheet business.

4.2.2 GAR KPI stock (Template 3)

From the disclosed carrying amounts and
taxonomy information in the Template 1, the
GAR and additional KPIs are derived based on
legal provisions. The stock values of the KPIs
are presented in Template 3.

As a rule, the respective gross carrying value

of the associated category is used as the
denominator of the ratios. Therefore, some
relatively high amounts result in the individual
categories, although Berlin Hyp's total GAR is
low (as expected) based on the low number

of counterparties subject to the NFRD in the
portfolio. The rows and columns of the informa-
tion presented corresponds to the categories in
Template 1 with regard to the positions relevant
for the GAR numerator.

The result for the turnover KPls is?!:

21 This report only presents a reduced version of the complete
templates, referring to the central positions of Berlin Hyp.
A complete presentation is contained in the notes to the
Annual Report.



FY 2023

Climate change mitigation (CCM)

Total (gross)

carrying
Of which in taxonomy-relevant sectors (taxonomy-eligible) amount
Of which environmentally sustainable (taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator - - - - - -
Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 76.44 % 1.65 % - 0.50 % 0.01 % 25.10 %
Financial companies 76.38 % 0.50 % - 0.03 % - 22.18%
Banking institutions 23.36 % - - - - 5.67 %
Loans and advances -
Debentures, including those
for which the use of proceeds
is known 23.36 % - - - - 5.67 %
Equity instruments
Other financial corporations 94.58 % 0.67 % - 0.04 % 0.01 % 16.51 %
Non-financial companies 79.51 % 10.74 % - 4.16 % 0.04 % 2.83 %
Loans and advances 79.54 % 10.41 % - 4.20 % - 2.80 %
Debentures, including those
for which the use of proceeds
is known 76.00 % 44.00 % - - 4.00 % 0.03 %
Equity instruments -
Private households - - - - - 0.10 %
of which loans collateralised by
residential real estate
Total GAR assets 20.60 % 0.44 % - 0.13 % - 25.10 %
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By CapEx KPIs:
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FY 2023
Climate change mitigation (CCM) + Climate change adaptation (CCA) Total (gross)
carrying
Of which in taxonomy-relevant sectors (taxonomy-eligible) amount
Of which environmentally sustainable
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator - - - - - -
Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 75.90 % 4.96 % - 0.10 % 0.53 % 25.10 %
Financial companies 76.23 % 1.44 % - 0.04 % 0.24 % 22.18%
Banking institutions 2337 % - - - - 5.67 %
Loans and advances -
Debentures, including those
for which the use of proceeds
is known 2337 % - - - - 5.67 %
Equity instruments
Other financial corporations 94.39 % 1.93 % - 0.06 % 0.32% 16.51 %
Non-financial companies 75.84 % 32.68 % - 0.56 % 2.81 % 2.83 %
Loans and advances 75.67 % 32.80 % - 0.56 % 2.71 % 2.80 %
Debentures, including those
for which the use of proceeds
is known 93.00 % 21.00 % - - 13.00 % 0.03 %
Equity instruments
Private households - - - - - 0.10 %
of which loans collateralised by
residential real estate
Total GAR assets 20.45 % 1.34% - 0.03 % 0.14 % 25.10 %



4.2.3 Sector information (Template 2)

In addition to the taxonomy information and
KPIs in Templates 1 and 3, and in accordance
with the Delegated Act, non-financial corpora-
tions must also disclose specific sector informa-
tion based on the NACE classification.

The NACE system is the classification for various
sectors and products. It provides a structure for
collecting and presenting a variety of statistics
based on economic activities.

The taxonomy-eligible and taxonomy-aligned
gross carrying amount (before impairments)

of loans and advances, debentures and equity
instruments is presented in taxonomy Template
2 and refers to non-financial corporations as

counterparties subject to the NFRD disclosure
requirement in accordance with Directive
2014/95/EU and not held for trading.

Based on the low proportion of counterparties
subject to the NFRD in Berlin Hyp’s portfolio
as described above, only two NACE codes are
currently relevant for the disclosure of the
taxonomy information.

- H49.1.0: Passenger rail transport
-> L68.2.0: Renting and operating of own or

leased real estate

The result for the turnover KPls is?2:

C

d

Sectoral breakdown -

Climate change mitigation (CCM)

NACE 4-digit level (code

and designation)

Non-financial corporations (subject to
the directive concerning the disclosure of

non-financial information)

SMEs and other NFCs not subject to
the directive concerning the disclosure of

non-financial information?

[Gross] carrying amount

[Gross] carrying amount

€m  Of which environmentally €m  Of which environmentally

sustainable (CCM) sustainable (CCM)
H49.1.0 7.5 4.4
L68.2.0 800.3 104.7

By CapEx KPIs:

Sectoral breakdown —
NACE 4-digit level (code
and designation)

Climate change mitigation (CCM)

Climate change adaptation (CCA)

Non-financial
corporations (subject to
the directive concerning

the disclosure of non-
financial information)

SMEs and other NFCs

not subject to the
directive concerning

the disclosure of
non-financial information

Non-financial
corporations (subject to
the directive concerning

the disclosure of non-
financial information)

SMEs and other NFCs

not subject to the
directive concerning

the disclosure of
non-financial information

[Gross] carrying amount

[Gross] carrying amount

[Gross] carrying amount

[Gross] carrying amount

€m Of which

€m Of which

€m Of which

€m Of which

environ- environ- environ- environ-

mentally mentally mentally mentally

sustainable sustainable sustainable sustainable

(CCcA) (CCA) (CCA) (CCA)
H49.1.0 9.2 2.1 - - - -
L68.2.0 600.5 209.2 - - 160.9 120.8

22 This report only presents a reduced version of the complete
templates, referring to the central positions of Berlin Hyp.
A complete presentation is contained in the notes to the

Annual Report.

2 The cells not containing a figure are redacted in accordance
with the Delegated Regulation and thus contain non-

reportable figures.
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4.2.4 Flow KPIs (Template 4)

Within the framework of the FAQs on EU
taxonomy reporting published by the European
Commission on 21 December 2023, it was made
clear that the Templates 4 for flow values are not
restricted to a pure comparison between the
reporting dates but instead aim at presenting
taxonomy alignment in new lending. Therefore,
these templates (both for turnover and CapEx
KPls) must be reported for the first time as at
the reporting date 31 December 2023.

Considering the short-term nature of the
requirements, the following assumptions had
to be made in order to make the presentation
of the disclosure possible:

- New lending is calculated in a simplified
manner using the closing date of the trans-
action (i.e. start of the transaction in 2023)

- Repayments and other effects within the
financial year could not be isolated; instead,
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the gross carrying amounts as at the
reporting date are used. The Bank intends
to implement the requirements for the 2024
reporting year.

- Transactions not included in the portfolio
anymore at the end of 2023 cannot be taken
into account for the flow value

The calculation of the ratios is based on the
calculation logic of the existing KPIs, i.e. on

the row level, the taxonomy-eligible/taxono-
my-aligned new lending portfolio is compared
with the total new lending portfolio of a product
or counterparty group.

Taking into account these restrictions, the
results for the flow KPIs in accordance with
turnover KPIs are as follows:

Fy 2023 Climate change mitigation (CCM) Total (gross)
carrying
Of which in taxonomy-relevant sectors (taxonomy-eligible) amount
Of which environmentally sustainable (taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, deben-
tures and equity instruments
not held for trading, which are
eligible for the GAR calculation 78.99 % 2.75% - — - 28.81 %
2 Financial companies 74.52 % = - = - 20.94 %
3 Banking institutions 23.44 % - - - - 6.97 %
4 Loans and advances
5 Debentures, including
those for which the use of
proceeds is known 23.44 % - - - - 6.97 %
6 Equity instruments
7 Other financial corporations 100.00 % - - - -
20 Non-financial companies 91.02 % 10.08 % - - - 7.85 %
21 Loans and advances 91.02 % 10.08 % - - - 7.85 %
22 Debentures, including those

for which the use of proceeds

is known




23

Equity instruments

24 Private households - - - - - 0.01 %
31 ofwhichloans collateralised by
residential real estate
32 Total GAR assets 23.44 % 0.82 % - - - 28.81 %
By CapEx KPIs:
FY 2023
Climate change mitigation (CCM) Total (gross)
carrying
Of which in taxonomy-relevant sectors (taxonomy-eligible) amount
Of which environmentally sustainable (taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, deben-
tures and equity instruments
not held for trading, which are
eligible for the GAR calculation 79.12 % 8.09 % - 0.25 % 0.96 % 28.81 %
2 Financial companies 74.52 % - - - - 20.94 %
3 Banking institutions 23.45% - - - - 6.97 %
4 Loans and advances
5 Debentures, including
those for which the use of
proceeds is known 23.45% - - - - 6.97 %
6 Equity instruments
7 Other financial corporations 100.00% = - = -
19 Equity instruments
20  Non-financial companies 91.49 % 29.67 % - 0.91 % 3.52% 7.85 %
21 Loans and advances 91.49 % 29.67 % - 0.91 % 3.52% 7.85 %
22 Debentures, including those
for which the use of proceeds
is known
23 Equity instruments
24 Private households - - - - - 0.01 %
31 Collateral obtained by taking
possession: Residential and
commercial real estate
32  Total GAR assets 23.48 % 2.40 % - 0.07 % 0.28 % 28.81 %
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The share of the assets admissible for the GAR
calculation in new lending is on the same scale
as that for stock KPIs. The counterparty groups
of other financial corporations (real estate
funds) and non-financial companies (NFRD
stocks) in particular are highly taxonomy-
eligible. As is the case with the portfolio (stock)
view, no alignment information is available for
real estate funds.

The other KPIs have a scope similar to that of
the stock KPls.

4.3 Qualitative Information

4.3.1 Background information to support the
quantitative indicators, including the scope
of the assets and activities recorded for each
Template

This section will explain how the KPIs were
derived. The challenges in determining KPIs are
considerable, taking into account

- The final interpretation of the taxonomy

- The specifications for the calculation of the
KPlIs

-> Data availability and analysis and selection
of the data sets

- The interpretation of results

- The transparency standard, and

- the clear definition of the intended purpose
in the core business of commercial real
estate financing.

The (gross) book values from the FINREP
reporting forms (HGB) as at the reporting date
31 December 2023 were used as the basis to
determine the shares. The total GAR assets
(total GAR covered assets) constitute the
reference value (denominator) for all KPIs. The
difference between these and the balance sheet
total (total assets) are the risk positions relative
to central banks, governments and suprana-
tional issuers.

The Template relate exclusively to the first

two environmental objectives (climate change
mitigation and climate change adaptation) of
the EU Taxonomy Regulation. The taxonomy
eligibility test for the 2023 financial year did not
take into account the environmental objectives
3to 6. As at the reporting date 31 December
2023, reports from our borrowers and bond
issuers were not available.
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In order to determine the templates to be
reported in accordance with the EU taxonomy,
we proceeded as follows:

The taxonomy-relevant volume was determined,
i.e. the share in the business volume that will

be subject to a review of taxonomy conformity
starting in the 2023 reporting year. The evalua-
tion of the taxonomy eligibility of risk positions
generally depends on the product type (deben-
tures, loans and advances, equity instruments),
the intended purpose and the type of debtors,
whereby the following customer groups (in line
with FINREP) are classified:

- Banking institutions

- Other financial companies
- Non-financial companies
- Private households

- Government sector

Risk positions relative to companies (banking
institutions, other financial and non-financial
companies) were only classified as taxono-
my-eligible if the counterparties themselves
were subject to non-financial reporting (NFRD
reporting requirement).

Furthermore, risk positions relative to private
households and local authorities as sub-
positions of the government sector are to be
included in the check for taxonomy eligibility.

In deviation from the FINREP classification,
shares in affiliated companies are classified as
equity instruments and can therefore be taken
into account in the GAR numerator. However,
none of Berlin Hyp’s investments involve com-
panies subject to the NFRD and are therefore
only used in the GAR denominator.



For the calculation of the templates, a cascading
with the following selection criteria was applied
on the basis of Directive 2013/34/EU for the
identification of companies not subject to the
NFRD:

1. Allocation of the host country to the 27 EU
member states

2. ldentification as small and medium-sized
enterprise (SME) in accordance with FINREP

3. Key business figures (number of employees,
turnover and balance sheet total)

4. Type of company

Should the host country of the counterparty
not be an EU member state, a classification as
a SME has been carried out or a classification
as not subject to the NFRD was derived, taking
into account available key company figures,
the relevant party was classified as not subject
to the NFRD. Therefore, it became clear that a
significant share of borrowers in our real estate
financing portfolio are not subject to the NFRD
in accordance with applicable definitions. Owing
to the fine-tuning of the internal selection
systemin, conjunction with the progress made
in master data care, we were , able to further
improve the review of the NFRD reporting obli-
gation for companies in the reporting period
despite the fact that some information was

still missing. The volume identified applying
the selection criteria mostly comprises risk
positions without directly allocable economic
activities (intended purpose). Therefore, these
positions were recognised in the amount of
the available taxonomy ratios published by the
companies as at the reporting date 31 Decem-
ber 2022, and were included in the templates.

The following FINREP tables were taken into
account in the identification of the risk positions
when calculating the share of taxonomy-eligible
and taxonomy-aligned assets:

- FINREP Template 1.1 — Balance sheet assets —
other financial companies

- FINREP Template 10 — Derivatives trading —
private households

- FINREP Template 11.2 — Derivatives hedge
accounting

- FINREP Template 18 — Financial instruments
carried as assets (net of the trading
portfolio)

It was ensured here that the balance sheet total
(based on gross carrying amounts) from Tem-
plate 1 of the EU taxonomy is reconcilable with
the balance sheet total of FINREP Template 1.1.

Interpretation

- Berlin Hyp classified the business areas
relating to real estate funds as taxonomy-
eligible, in line with previous years. However,
special purpose vehicles (SPVs) are classified
as non-taxonomy-eligible in the disclosure
of 31 December 2023. Based on the commu-
nicated Group policies and requirements,
a review and/or an alignment test of the
business activities is not performed. Thus,
real estate held by SPVs is classified as non-
taxonomy-aligned and is therefore not taken
into account in the numerator in the GAR
calculation. A random test of the taxonomy
alignment of the properties held in real

estate funds resulted in a zero measurement.

- Definition of “general governments” and/
or “central governments”: Due to reasons
of consistency with FINREP, the official
definition of “general governments” and/
or “government sector” was applied to
FINREP reports (Regulation (EU) 2017/1538
of the European Central Bank, Annex V; Part
1.42(b)). The government or regional ins-
titutions include central, state, federal and
municipal governments (local authorities),
administrative bodies and non-profit compa-
nies which are held by the listed institutions,
such as universities and Rentenversicherung
Bund (German Pension Insurance Associa-
tion). Commercial capital and partnerships
held by the institutions listed above are
excluded.

- Supranational entities assigned to financial
companies in FINREP are classified as supra-
national issuers in taxonomy reporting.

4.3.2 Information on the type and goals of
taxonomy-compliant economic activities and
their development over time, starting in the
second year of implementation, whereas we
distinguish between business-related, me-
thodical and data-related aspects

Financial institutions have a key role to play in
the transformation of business and industry.
More specifically, such institutions are the enti-
ties that finance the investments that compa-
nies and governments need to make. Berlin Hyp
therefore seeks to play a major role in efforts to
expand the integration of sustainability criteria
into real estate financing and investment prod-
ucts. The Sustainable Finance Framework pub-
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lished in 2022 integrates the requirements of
the EU taxonomy for buildings and construction
activities with regard to the primary environ-
mental objective of climate change mitigation.
The Sustainable Finance Framework represents
an overarching approach for all of Berlin Hyp’s
Green Loans to classifying sustainable financing
products on a holistic scale. These new criteria
for eligible green assets have been initially
added to the requirements that have been
established for years, which mainly target the
energy efficiency of the financed buildings.
Starting in the 2022 reporting year, the assess-
ment of the second EU taxonomy environmental
objective (climate change adaptation) has been
finalised for the calculation and documentation
of taxonomy alignment and for the extension of
the taxonomy loan. After the end of 2025, only
loans that fully comply with the EU taxonomy
will be classified as green under the Framework.

4.3.3 Description of compliance with
Regulation (EU) No. 2020/852 in the business
strategy of the financial company, in the pro-
duct design processes and in the cooperation
with customers and counterparties
Sustainability is an integral part of Berlin Hyp's
business strategy, with the ESG vision, the four
dimensions this vision is based on and the
ambition level and goals linked thereto, as well
as with the implementation of guidelines and
policies for sustainable development and focus.
With its business strategy and daily action,
Berlin Hyp commits to a sustainable business
approach and the effective consideration of
sustainability. The Regulation (EU) 2020/852
(EU Environmental Taxonomy) is a top priority
for Berlin Hyp. For the reporting in the 2023
financial year, the relevant assets and risk
positions were analysed as to their taxonomy
eligibility. Berlin Hyp will take into account

the EU Taxonomy Regulation in its business
strategy, in product design processes and in the
cooperation with customers and counterparties.
Assets will also be analysed as to their taxon-
omy compliance.

4.3.4 Trends, objectives and guidelines ob-
served for banking institutions not subject to
reporting quantitative disclosures regarding
trade loans, qualitative disclosures for the ad-
justment of trading portfolios to Regulation
(EU) 2020/852, including the overall structure
Berlin Hyp, as a non-trading bank, does not
have a trading portfolio.

Declaration by the Members Service

4.3.5 Additional or supplementary disclo-
sures to support strategies of the financial
company and on the significance of financing
taxonomy-compliant economic activities in
their entirety

Reference is made to Section 1.2 “Strategic
Analysis and Measures” in this non-financial
statement in conjunction with the details in
Sections 4.2 and 4.3.



VIl Taxonomy Templates

0. Overview of the KPIs to be disclosed by banking institutions
in accordance with Article 8 of the Taxonomy Regulation

Total environ-  Total environmen-  KPIs****  KP|g***** % coverage % of assets % of assets
mentally susta- tally sustainable (of total excluded from excluded from
inable assets: assets: CapEx assets)*** the numerator of the denomina-
Turnover the GAR (Article tor of the GAR
7 (2) and (3) and (Article 7 (1) and
Section1.1.2 of Section 1.2.4 of
Annex V) Annex V)
Main KPI
Green assets
ratio (GAR) stock 148,564,424.94 446,683,025.69 0.44 % 1.34% 25.10% 68.05 % 6.85 %
Total environ-  Total environmen-  KPIs****  KP[s***** % coverage % of assets % of assets
mentally susta- tally sustainable (of total excluded from excluded from
inable assets: assets: CapEx assets)*** the numerator of the denomina-
Turnover the GAR (Article tor of the GAR
7 (2) and (3) and (Article 7 (1) and
Section 1.1.2 of Section 1.2.4 of
Annex V) Annex V)
Additional KPIs
GAR (flows) 51,036,638.53 150,221,049.26 2.75 % 8.09 % 28.81% 68.27 % 2.92 %
Trading book* - - n/a n/a - - -
Financial
guarantees - - - - - - -
Assets under
management - - - - -
Fees and
commissions
income** - - n/a n/a -

* For banking institutions that do not meet the requirements stipulated in Article 94 (1) or Article 325a (1) of the Capital Requirements Regulation

** Fees and commissions income from services other than lending and assets under management
For this KPI, credit institutions disclose forward-looking information, including information in the form of targets, together with relevant explanations of
the methodology applied.

*** 0% of the assets covered by the KPI relative to the value of the total assets of the banks

**** Based on the turnover KPI of the counterparty

*****Based on the CapEx KPI of the counterparty, with the exception of the lending business; the turnover KPI is used for the general lending business

Note 1: For all templates: Fields in black do not have to be completed.

Note 2: The “Fees and commissions income” KPI (Template 6) and “KPI Trading book portfolio” (Template 7) do not apply until 2026.

The inclusion of SMEs in these KPI will only apply subject to a positive result of an impact assessment.
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1. Assets for the calculation of the GAR - Turnover

in€

Declaration by the Members Service

a

Total [gross]
carrying amount

Climate change mitigation (CCM)

Of which in taxonomy-relevant sectors
(taxonomy-eligible)

Of which environmentally sustainable
(taxonomy-aligned)

Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 9.009.895.969.00 6.887.115.396.97 148.564.424.94 44.711.979.15 760.140.49
2 Financial companies 7.959.551.242.28 6.079.239.581.95 39.455.352.76 2.415.240.94 363,475.82
3 Banking institutions 2,034,616,077.45 475,326,865.15 = = -
4 Loans and advances
5 Debentures, including those
for which the use of proceeds
is known 2,034,616,077.45 475,326,865.15
6 Equity instruments
7 Other financial corporations 5,924,935,164.83 5,603,912,716.80 39,455,352.76 2,415,240.94 363,475.82
8 of which investment firms
9 Loans and advances
10 Debentures, including those
for which the use of proceeds
is known
11 Equity instruments
12 of which management
companies
13 Loans and advances
14 Debentures, including
those for which the use of
proceeds is known
15 Equity instruments
16 of which insurance
companies
17 Loans and advances
18 Debentures, including
those for which the use of
proceeds is known
19 Equity instruments
20 Non-financial companies 1,016,116,538.29 807,875,815.01 109,109,072.19 42,296,738.22 396,664.68




h i j

ab

ac ad ae af

31.12,2023

Climate change adaptation (CCA)

TOTAL (CCM + CCA + WTR + CE + PPC + BIO)

Of which in taxonomy-relevant sectors
(taxonomy-eligible)

Of which environmentally
sustainable (taxonomy-aligned)

Of which in taxonomy-relevant sectors
(taxonomy-eligible)

Of which environmentally sustainable
(taxonomy-aligned)

Of which use Of which Of which use Of which Of which
of proceeds enabling of proceeds transitional enabling
(known) activities (known) activities activities
6.887.115.396.97 148.564.424.94 44.711.979.15 760.140.49

6,079,239,581.95 39,455,352.76 2,415,240.94 363,475.82

475,326,865.15 - - -

475,326,865.15 - - -

5,603,912,716.80 39,455,352.76 2,415,240.94 363,475.82

807,875,815.01 109,109,072.19 42,296,738.22 396,664.68
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21 Loans and advances 1,006,199,921.38 800,339,186.16 104,745,760.75 42,296,738.22
22 Debentures, including those
for which the use of proceeds is
known 9,916,616.91 7,536,628.85 4,363,311.44 396,664.68
23 Equity instruments
24  Private households 34,228,188.43
25 of which loans collateralised by
residential real estate 21,033,967.28
26 of which building renovation
loans
27 of which motor vehicle loans
28  Local government financing
29 Housing financing
30 Other local government
financing
31 Collateral obtained by taking
possession: Residential and
commercial real estate
32 Assets notincluded in the
numerator for the GAR calculation
(included in the denominator) 24,423,897,175.03
33  Financial and non-financial
companies 23,601,149,456.10
34 SMEs and NFCs (that are not
SMESs) not subject to the disclo-
sure requirement of the directive
concerning the disclosure of
non-financial information 22,948,631,864.10
35 Loans and advances 22,617,695,549.05
36 of which loans collateral-
ised by commercial real
estate 17,040,360,751.02
37 of which building
renovation loans
38 Debentures 330,936,315.05
39 Equity instruments
40 Counterparties from non-EU
countries not subject to the
disclosure requirement of the di-
rective concerning the disclosure
of non-financial information 652,517,592.00
41 Loans and advances 53,815,345.24
42 Debentures 598,702,246.76
43 Equity instruments
44  Derivatives 380,196,998.69
45  Short-term interbank loans 1,584,948.55
46  Cash and cash-related assets




800,339,186.16

104,745,760.75

42,296,738.22

7,536,628.85

4,363,311.44

396,664.68
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47  Other asset categories (e.g. good-
will, goods, commodities, etc.) 440,965,771.69

48  Total GAR assets 33,433,793,144.03

49  Assets not covered in the GAR
calculation 2,458,710,661.28

50 Central governments and
supranational issuers 2,420,174,116.46

51 Risk positions in relation to
central banks 38,536,544.82

52  Trading book

53 Total assets 35,892,503,805.31 6,887,115,396.97 148,564,424.94 - 44,711,979.15

760,140.49

Off-balance sheet risk positions — companies subject to the disclosure requirement of the directive concerning the disclosure of non-financial information

54  Financial guarantees 273,096,561.96

55  Assets under management

56 Of which debentures

57 Of which equity instruments
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148,564,424.94

44,711,979.15

760,140.49
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1. Assets for the calculation of the GAR - CapEx

in€

Declaration by the Members Service

a

Total [gross]
carrying amount

Climate change mitigation (CCM)

Of which in taxonomy-relevant sectors
(taxonomy-eligible)

Of which environmentally sustainable
(taxonomy-aligned)

Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 9,009,895,969.00 6,677,517,103.40 325,835,202.22 - 9,045,994.20 47,511,785.01
2 Financial companies 7,959,551,242.28 6,067,799,887.33 114,601,435.65 - 3,369,962.42 18,966,737.46
3 Banking institutions 2,034,616,077.45 475,427,549.00 - - - -
4 Loans and advances
5 Debentures, including those
for which the use of proceeds
is known 2,034,616,077.45 475,427,549.00
6 Equity instruments
7 Other financial corporations 5,924,935,164.83 5,592,372,338.33 114,601,435.65 3,369,962.42 18,966,737.46
8 of which investment firms
9 Loans and advances
10 Debentures, including those
for which the use of proceeds
is known
11 Equity instruments
12 of which management
companies
13 Loans and advances
14 Debentures, including
those for which the use of
proceeds is known
15 Equity instruments
16 of which insurance
companies
17 Loans and advances
18 Debentures, including
those for which the use of
proceeds is known
19 Equity instruments
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g h i i

ab ac ad ae af

31.12,2023

Climate change adaptation (CCA)

TOTAL (CCM + CCA + WTR + CE + PPC + BIO)

Of which in taxonomy-relevant sectors
(taxonomy-eligible)

Of which environmentally
sustainable (taxonomy-

Of which in taxonomy-relevant sectors
(taxonomy-eligible)

Of which environmentally sustainable
(taxonomy-aligned)

aligned)
Of which use Of which Of which use Of which .
. . Of which enab-
of proceeds enabling of proceeds transitional . L
- o ling activities
(known) activities (known) activities
160,915,876.79 120,847,823.47 - - 6,838,432,980.20 446,683,025.69 9,045,994.20 47,511,785.01
6,067,799,887.33 114,601,435.65 3,369,962.42 18,966,737.46
475,427,549.00 - - _
475,427,549.00 - - -
5,592,372,338.33 114,601,435.65 3,369,962.42 18,966,737.46
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20 Non-financial companies 1,016,116,538.29 609,717,216.07 211,233,766.58 5,676,031.78 28,545,047.55
21 Loans and advances 1,006,199,921.38 600,494,762.34 209,151,277.02 5,676,031.78 27,255,887.35
22 Debentures, including those

for which the use of proceeds is

known 9,916,616.91 9,222,453.73 2,082,489.55 1,289,160.20
23 Equity instruments

24 Private households

34,228,188.43

25 of which loans collateralised by
residential real estate

21,033,967.28

26 of which building renovation
loans
27 of which motor vehicle loans

28  Local government financing

29 Housing financing

30 Other local government
financing

31 Collateral obtained by taking
possession: Residential and
commercial real estate

32 Assets notincluded in the
numerator for the GAR calculation
(included in the denominator)

24,423,897,175.03

33  Financial and non-financial
companies

23,601,149,456.10

34 SMEs and NFCs (that are not
SMESs) not subject to the disclo-
sure requirement of the directive
concerning the disclosure of
non-financial information

22,948,631,864.10

35 Loans and advances 22,617,695,549.05
36 of which loans collateral-
ised by commercial real
estate 17,040,360,751.02
37 of which building
renovation loans
38 Debentures 330,936,315.05
39 Equity instruments
40 Counterparties from non-EU
countries not subject to the
disclosure requirement of the di-
rective concerning the disclosure
of non-financial information 652,517,592.00
41 Loans and advances 53,815,345.24
42 Debentures 598,702,246.76
43 Equity instruments

44  Derivatives

380,196,998.69

45  Short-term interbank loans

1,584,948.55

46  Cash and cash-related assets
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160,915,876.79 120,847,823.47 = - 770,633,092.86 332,081,590.05 5,676,031.78 28,545,047.55

160,915,876.79 120,847,823.47 761,410,639.14 329,999,100.50 5,676,031.78 27,255,887.35

9,222,453.73 2,082,489.55 - 1,289,160.20
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47  Other asset categories (e.g. good-
will, goods, commodities, etc.) 440,965,771.69

48  Total GAR assets 33,433,793,144.03

49  Assets not covered in the GAR
calculation 2,458,710,661.28

50 Central governments and
supranational issuers 2,420,174,116.46

51 Risk positions in relation to
central banks 38,536,544.82

52  Trading book

53 Total assets 35,892,503,805.31 6,677,517,103.40 325,835,202.22 - 9,045,994.20 47,511,785.01

Off-balance sheet risk positions — companies subject to the disclosure requirement of the directive concerning the disclosure of non-financial information

54  Financial guarantees 273,096,561.96

55  Assets under management

56 Of which debentures

57 Of which equity instruments

-

. This template shall include information for loans and advances, debt securities and equity instruments in the banking book, towards financial corporates, non-
financial corporates (NFC), including SMEs, households (including residential real estate, house renovation loans and motor vehicle loans only) and local governments/
municipalities (house financing).

N

. The following accounting categories of financial assets should be considered: Financial assets at amortised cost, financial assets at fair value through other
comprehensive income, investments in subsidiaries, joint ventures and associates, financial assets designated at fair value through profit or loss and non-trading financial
assets mandatorily at fair value through profit or loss, and real estate collaterals obtained by credit institutions by taking possession in exchange in of cancellation of
debts.

. Banks with non-EU subsidiary should provide this information separately for exposures towards non-EU counterparties. For non-EU exposures, while there are additional

w

challenges in terms of absence of common disclosure requirements and methodology, as the EU taxonomy and the NFRD apply only at EU level, given the relevance of
these exposures for those credit institutions with non-EU subsidiaries, these institutions should disclose a separate GAR for non-EU exposures, on a best effort basis, in
the form of estimates and ranges, using proxies, and explaining the assumptions, caveats and limitations

4. For motor vehicle loans, institutions shall only include those exposures generated after the date of application of the disclosure

142



160,915,876.79 120,847,823.47 = - 6,838,432,980.20 446,683,025.69 = 9,045,994.20  47,511,785.01




Management Management Report Annual Financial Statements

2. GAR sector information — Turnover

Sectoral breakdown — NACE
4-digit level (code and
designation)

Declaration by the Members Service

c d

Climate change mitigation (CCM)

Non-financial corporations (subject
to the directive concerning
the disclosure of non-financial

information)

SMEs and other NFCs not subject
to the directive concerning

the disclosure of non-financial
information

Non-financial corporations (subject
to the directive concerning

the disclosure of non-financial
information)

[Gross] carrying amount

[Gross] carrying amount

[Gross] carrying amount

€ Of which envi- € Of which envi- € Of which envi-

ronmentally ronmentally ronmentally

sustainable sustainable sustainable

(ccm) (CCM) (Ccm)
1 H49.1.0 7,536,628.85 4,363,311.44
2 L68.2.0 800,339,186.16 104,745,760.75

2. GAR sector information — CapEx
a b C d e f

Sectoral breakdown — NACE
4-digit level (code and
designation)

Climate change mitigation (CCM)

Non-financial corporations (subject
to the directive concerning
the disclosure of non-financial

information)

SMEs and other NFCs not subject
to the directive concerning

the disclosure of non-financial
information

Non-financial corporations (subject
to the directive concerning

the disclosure of non-financial
information)

[Gross] carrying amount

[Gross] carrying amount

[Gross] carrying amount

€ Of which envi- € Of which envi- € Of which envi-
ronmentally ronmentally ronmentally
sustainable sustainable sustainable
(ccm) (CCM) (Ccm)
1 H49.1.0 9,222,453.73 2,082,489.55
2 L68.2.0 600,494,762.34 209,151,277.02 160,915,876.79 120,847,823.47
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g h

aa ab

Climate change adaptation (CCA)

TOTAL (CCM + CCA + WTR + CE + PPC + BIO)

SMEs and other NFCs not subject
to the directive concerning

the disclosure of non-financial
information

Non-financial corporations (subject
to the directive concerning

the disclosure of non-financial
information)

SMEs and other NFCs not subject
to the directive concerning

the disclosure of non-financial
information

[Gross] carrying amount

[Gross] carrying amount

[Gross] carrying amount

€ Of which envi- €  Ofwhich environ- €  Ofwhich environ-
ronmentally mentally sustai- mentally sustai-
sustainable nable (CCM + CCA nable (CCM + CCA
(CCM) +WTR + CE+ PPC +WTR + CE+ PPC
+ BIO) + BIO)
7,536,628.85 4,363,311.44
800,339,186.16 104,745,760.75
g h y z aa ab

Climate change adaptation (CCA)

TOTAL (CCM + CCA + WTR + CE + PPC + BIO)

SMEs and other NFCs not subject
to the directive concerning

the disclosure of non-financial
information

Non-financial corporations (subject
to the directive concerning

the disclosure of non-financial
information)

SMEs and other NFCs not subject
to the directive concerning

the disclosure of non-financial
information

[Gross] carrying amount

[Gross] carrying amount

[Gross] carrying amount

€ Of which envi- €  Ofwhich environ- €  Ofwhich environ-
ronmentally mentally sustai- mentally sustai-
sustainable nable (CCM + CCA nable (CCM + CCA
(CC™M) +WTR + CE+ PPC +WTR + CE+ PPC
+BIO) +BIO)

9,222,453.73 2,082,489.55

761,410,639.14 329,999,100.50
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3. GAR KPIs - Stock
a b C d e
% (compared to total covered assets Climate change mitigation (CCM)
in the denominator) .
Proportion of total covered assets
funding taxonomy relevant sectors
(taxonomy-eligible)
Proportion of total covered
assets funding taxonomy
relevant sectors
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation 76.44 % 1.65 % 0.50 % 0.01 %
2 Financial companies 76.38 % 0.50 % 0.03 % =
3 Banking institutions 23.36 % - - =
4 Loans and advances
5 Debentures, including those
for which the use of proceeds
is known 23.36 % - - =
6 Equity instruments
7 Other financial corporations 94.58 % 0.67 % 0.04 % 0.01 %
8 of which investment firms
9 Loans and advances
10 Debentures, including those
for which the use of proceeds
is known
11 Equity instruments
12 of which management
companies
13 Loans and advances
14 Debentures, including
those for which the use of
proceeds is known
15 Equity instruments
16 of which insurance companies
17 Loans and advances
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h i aa ab ac ad ae af
31.12.2023
Climate change adaptation (CCA) TOTAL (CCM + CCA + WTR + CE + PPC + BIO)
Proportion of total covered assets Proportion of total covered assets Proportion of
funding taxonomy relevant sectors funding taxonomy relevant sectors total covered
(taxonomy-eligible) (taxonomy-eligible) assets
Proportion of total covered Proportion of total covered
assets funding taxonomy assets funding taxonomy
relevant sectors relevant sectors
(taxonomy-aligned) (taxonomy-aligned)
Of which use Of which Of which use Of which Of which
of proceeds enabling of proceeds transitional enabling
(known) activities (known) activities activities
76.44 % 1.65 % 0.50 % 0.01 % 25.10 %
76.38 % 0.50 % 0.03 % - 22.18%
23.36% — — - 5.67 %
23.36% - - - 5.67 %
94.58 % 0.67 % 0.04 % 0.01 % 16.51 %
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18 Debentures, including
those for which the use of
proceeds is known

19 Equity instruments
20  Non-financial companies 79.51 % 10.74 % 4.16 % 0.04 %
21 Loans and advances 79.54 % 10.41 % 4.20 % -
22 Debentures, including those

for which the use of proceeds is 76.00 % 44.00 % - 4.00 %

known
23 Equity instruments
24 Private households - - - -
25 of which loans collateralised by

residential real estate
26 of which building renovation

loans
27 of which motor vehicle loans
28 Local government financing
29 Housing financing
30 Other local government financing
31 Collateral obtained by taking pos-

session: Residential and commercial
real estate

32 Total GAR assets 20.60 % 0.44 % 0.13 % -
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79.51 % 10.74 % 4.16 % 0.04 % 2.83%
79.54 % 10.41 % 4.20% - 2.80 %
76.00 % 44.00 % = 4.00 % 0.03 %
- = = - 0.10 %
- = = - 0.06 %
20.60 % 0.44 % 0.13 % - 25.10 %
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3. GAR KPI stock - CapEx
a b C d e
% (compared to total covered assets Climate change mitigation (CCM)
in the denominator) .
Proportion of total covered assets
funding taxonomy relevant sectors
(taxonomy-eligible)
Proportion of total covered
assets funding taxonomy
relevant sectors
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation
74.11 % 3.62 % - 0.10% 0.53 % 1.79 %
2 Financial companies 76.23 % 1.44 % - 0.04 % 0.24% -
3 Banking institutions 2337 % - - - - -
4 Loans and advances
5 Debentures, including those
for which the use of proceeds
is known 23.37% - - - - -
6 Equity instruments
7 Other financial corporations 94.39 % 1.93 % - 0.06 % 0.32% -
8 of which investment firms
9 Loans and advances
10 Debentures, including those
for which the use of proceeds
is known
11 Equity instruments
12 of which management
companies
13 Loans and advances
14 Debentures, including
those for which the use of
proceeds is known
15 Equity instruments
16 of which insurance companies
17 Loans and advances
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h i aa ab ac ad ae af
31.12.2023

Climate change adaptation (CCA) TOTAL (CCM + CCA + WTR + CE + PPC + BIO)
Proportion of total covered assets Proportion of total covered assets Proportion of
funding taxonomy relevant sectors funding taxonomy relevant sectors total covered
(taxonomy-eligible) (taxonomy-eligible) assets

Proportion of total covered Proportion of total covered

assets funding taxonomy assets funding taxonomy

relevant sectors relevant sectors

(taxonomy-aligned) (taxonomy-aligned)

Of which use Of which Of which use Of which Of which

of proceeds enabling of proceeds transitional enabling

(known) activities (known) activities activities
1.34% - - 75.90 % 4.96 % - 0.10 % 0.53 % 25.10 %
- - - 76.23 % 1.44 % - 0.04 % 0.24 % 22.18%
- - - 23.37% - - - - 5.67 %
- - - 2337 % - - - - 5.67 %
- - - 94.39 % 1.93 % - 0.06 % 0.32% 16.51 %
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18 Debentures, including
those for which the use of
proceeds is known

19 Equity instruments
20  Non-financial companies 60.00 % 20.79 % - 0.56 % 2.81 % 15.84 %
21 Loans and advances 59.68 % 20.79 % - 0.56 % 2.71 % 15.99 %
22 Debentures, including those

for which the use of proceeds is 93.00 % 21.00 % - - 13.00 % -

known
23 Equity instruments
24 Private households - - - - - -
25 of which loans collateralised by

residential real estate
26 of which building renovation

loans
27 of which motor vehicle loans
28 Local government financing
29 Housing financing
30 Other local government financing
31 Collateral obtained by taking pos-

session: Residential and commercial
real estate

32 Total GAR assets 19.97 % 0.97 % - 0.03 % 0.14 % 0.48 %




11.89 % 75.84 % 32.68 % 0.56 % 2.81% 2.83%
12.01 % 75.67 % 32.80 % 0.56 % 2.71% 2.80 %
= 93.00 % 21.00 % = 13.00 % 0.03 %

= - = = - 0.10 %

= - = = - 0.06 %

0.36 % 20.45 % 1.34 % 0.03 % 0.14 % 25.10 %
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4. GAR KPIs - Flow

% (compared to flow of
total eligible assets)

Declaration by the Members Service

Climate change mitigation (CCM)

Proportion of total covered assets
funding taxonomy relevant sectors
(taxonomy-eligible)

Proportion of total covered
assets funding taxonomy
relevant sectors
(taxonomy-aligned)

Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities

GAR - Covered assets in the
numerator and denominator

1 Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for

the GAR calculation 78.99 % 2.75% - - -
2 Financial companies 74.52 % - = - =
3 Banking institutions 2344 % - = - =
4 Loans and advances
5 Debentures, including those
for which the use of proceeds
is known 23.44 % - = - =
6 Equity instruments
7 Other financial corporations 100.00 % - - - -
8 of which investment firms
9 Loans and advances
10 Debentures, including those
for which the use of proceeds
is known
11 Equity instruments
12 of which management
companies
13 Loans and advances
14 Debentures, including

those for which the use of
proceeds is known

15 Equity instruments

16 of which insurance companies
17 Loans and advances

18 Debentures, including

those for which the use of
proceeds is known




h i aa ab ac ad ae af
31.12.2023
Climate change adaptation (CCA) TOTAL (CCM + CCA + WTR + CE + PPC + BIO)
Proportion of total covered assets Proportion of total covered assets Proportion of
funding taxonomy relevant sectors funding taxonomy relevant sectors total covered
(taxonomy-eligible) (taxonomy-eligible) assets
Proportion of total covered Proportion of total covered
assets funding taxonomy assets funding taxonomy
relevant sectors relevant sectors
(taxonomy-aligned) (taxonomy-aligned)
Of which use Of which Of which use Of which Of which
of proceeds enabling of proceeds transitional enabling
(known) activities (known) activities activities
78.99 % 2.75% - - - 28.81 %
74.52 % - - - - 20.94 %
23.44 % — - — - 6.97 %
23.44% - - - - 6.97 %
100.00 % - - - -
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19 Equity instruments
20  Non-financial companies 91.02 % 10.08 % =
21 Loans and advances 91.02 % 10.08 % -
22 Debentures, including those

for which the use of proceeds is

known
23 Equity instruments
24 Private households - - -
25 of which loans collateralised by

residential real estate
26 of which building renovation

loans
27 of which motor vehicle loans
28 Local government financing
29 Housing financing
30 Other local government financing
31 Collateral obtained by taking pos-

session: Residential and commercial
real estate

32  Total GAR assets 23.44 % 0.82 % -

156



91.02 % 10.08 % 7.85 %
91.02 % 10.08 % 7.85 %
- = 0.01 %
- = 0.01 %
23.44% 0.82 % 28.81 %
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4. GAR KPIs flow - CapEx
b C d e
% (compared to flow of Climate change mitigation (CCM)
total eligible assets) -
Proportion of total covered assets
funding taxonomy relevant sectors
(taxonomy-eligible)
Proportion of total covered
assets funding taxonomy
relevant sectors
(taxonomy-aligned)
Of which use Of which Of which
of proceeds transitional enabling
(known) activities activities
GAR - Covered assets in the
numerator and denominator
1 Loans and advances, debentures
and equity instruments not held
for trading, which are eligible for
the GAR calculation
79.12 % 8.09 % - 0.25 % 0.96 %
2 Financial companies 74.52 % - - - -
3 Banking institutions 23.45% - - - -
4 Loans and advances
5 Debentures, including those
for which the use of proceeds
is known
23.45% - - - -
6 Equity instruments
7 Other financial corporations
100.00 % - - - -
8 of which investment firms
9 Loans and advances
10 Debentures, including those
for which the use of proceeds
is known
11 Equity instruments
12 of which management
companies
13 Loans and advances
14 Debentures, including
those for which the use of
proceeds is known
15 Equity instruments
16 of which insurance companies
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h i aa ab ac ad ae af
31.12.2023
Climate change adaptation (CCA) TOTAL (CCM + CCA + WTR + CE + PPC + BIO)
Proportion of total covered assets Proportion of total covered assets Proportion of
funding taxonomy relevant sectors funding taxonomy relevant sectors total covered
(taxonomy-eligible) (taxonomy-eligible) assets
Proportion of total covered Proportion of total covered
assets funding taxonomy assets funding taxonomy
relevant sectors relevant sectors
(taxonomy-aligned) (taxonomy-aligned)
Of which use Of which Of which use Of which Of which
of proceeds enabling of proceeds transitional enabling
(known) activities (known) activities activities
79.12 % 8.09 % - 0.25 % 0.96 % 28.81 %
74.52 % - - - - 20.94 %
23.45% - - - - 6.97 %
23.45% - - - - 6.97 %
100.00 % - - - -
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17 Loans and advances

18 Debentures, including
those for which the use of
proceeds is known

19 Equity instruments
20  Non-financial companies 91.49 % 29.67 % - 0.91 % 3.52%
21 Loans and advances 91.49 % 29.67 % - 0.91 % 3.52%
22 Debentures, including those

for which the use of proceeds is

known
23 Equity instruments

24  Private households = - _ _ _

25 of which loans collateralised by
residential real estate

26 of which building renovation
loans
27 of which motor vehicle loans

28 Local government financing

29 Housing financing

30 Other local government financing

31 Collateral obtained by taking pos-
session: Residential and commercial
real estate

32 Total GAR assets 23.48 % 2.40 % = 0.07 % 0.28 %
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91.49 % 29.67 % 0.91 % 3.52% 7.85 %
91.49 % 29.67 % 0.91 % 3.52% 7.85%
_ = - - 0.01%
- = = - 0.01 %
23.48 % 2.40 % 0.07 % 0.28 % 28.81 %
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Row

Nuclear energy related activities

The undertaking carries out, funds or has exposures to research,
development, demonstration and deployment of innovative electricity
generation facilities that produce energy from nuclear processes with
minimal waste from the fuel cycle.

NO

The undertaking carries out, funds or has exposures to construction
and safe operation of new nuclear installations to produce electricity or
process heat, including for the purposes of district heating or industrial
processes such as hydrogen production, as well as their safety upgrades,
using best available technologies.

NO

The undertaking carries out, funds or has exposures to safe operation

of existing nuclear installations that produce electricity or process heat,
including for the purposes of district heating or industrial processes
such as hydrogen production from nuclear energy, as well as their safety
upgrades.

NO

Fossil gas related activities

The undertaking carries out, funds or has exposures to construction
or operation of electricity generation facilities that produce electricity
using fossil gaseous fuels.

NO

The undertaking carries out, funds or has exposures to construction,
refurbishment and operation of combined heat/cool and power
generation facilities using fossil gaseous fuels.

NO

The undertaking carries out, funds or has exposures to construction,
refurbishment and operation of heat generation facilities that produce
heat/cool using fossil gaseous fuels.

NO
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IX Further Information for Investors

Mortgage Loan Portfolio

The breakdown of the mortgage loan portfolio
by maturity structure and loan-to-value ratio as
at 31 December 2023 was as follows:

Maturity Structure of Loans
in %

Over 10 years

5years to 10 years

4 years to 5 years

3 years to 4 years

2 years to 3 years

1.5 years to 2 years

1 yearto 1.5 years

6 months to 1 year

< 6 months

Loan To Value to countries (with exposure > 1 % of the reporting total)

in %

Lending region @ LTV
Germany 55.6
BeNelLux 53.9
France 52.8
Poland/Czech Republic 63.9




Key Regulatory Indicators
in €m

31.12.23 31.12.22
Common equity tier 1 (CET1) 1,657.3 1,623.4
Additional tier 1 capital (AT1) 0.0 0.0
Tier 1 capital (T1) 1,657.3 1,623.4
Tier 2 capital (T2) 183.8 209.4
Own funds/Total capital 1,841.1 1,832.8
Risk weighted assets (RWA) 10,753.2 11,854.0
CET1 ratioin % 15.4 13.7
T1 ratioin % 15.4 13.7
Total capital ratio in % 17.1 15.5
Leverage ratio in % 4.5 4.5
iMREL (Leverage Ratio Exposure)* 6.5 72.8
iMREL (Total Risk Exposure Amount)* 22.2 24.0
LCR 149.8 124.5
NSFR 111.3 105.8
* From 2023 on: Change from external MREL ratios (eMREL) to internal MREL ratios (iMREL)

in accordance with regulatory requirements

Insolvency Hierarchy and Protection of Senior Unsecured Investors
in€m

Subscribed capital

753.4
CET1 Reserves
Equity 1,657.3 182.5
Buffer before senior
unsecured losses 15.4% Fund for general banking risks
2,513.4 (Section 340g HGB)
71% 800.0 0.0
(comprised in CET1) (not comprisedin CET1)

(to balance sheet total)

23.4% (to TREA)

1iMREL effective in relation to the total risk exposure amount (TREA) 22.24 % and/or to the leverage ratio exposure (LRE) 6.52 %
iMREL requirement from 01.01.2024 on: 15.75 % TREA + CBR and/or 5.91 % LRE.

T2 Instruments
bilanziell 227.5, davon
anrechenbar im aufsichts-
rechtlichen Kapital 118.4

iMREL Instruments
Balance sheet 550.0

Subordinated liabilities
777.5

Senior unsecured (non-preferred and preferred)

MREL ratio*

22.2%
(TREA)

6.5 %
(LRE)
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