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ABOUT THIS REPORT

We report on our group's sustainability performance on an annual basis through our sustainability report. The purpose of this report is to
explain how we address corporate sustainability and how we implement our sustainability strategy and Sustainable Finance Programme.
It also describes the policies and guidelines we observe, the targets we have set ourselves and our main achievements.

Content and materiality

To define the content of this report, we have considered:

+ The material topics that may have a significant impact on our
ousiness.

+ The topics with the most significant impact on the economy,
environment and people.

To identify these topics and their potential impact, we regularly
engage with all relevant stakeholders throughout the year.
Together, these define the content of this report. For further
information, see the ‘Our sustainabillity strateqgy’ section of this
report. For detailed results of the materiality assessment conducted
in 2022, we refer to the 'Value creation: our material topics 2022
appendix of the 2022 Sustainability Report.

Reporting guidelines

We have prepared this Sustainability Report in observance of the
2021 Global Reporting Initiative Sustainability Reporting Standards
(in this report referred to as GRI Standards). These standards set
out universal guidelines for sustainability reporting. In line with the
GRI standards, we have included the general disclosures and the
disclosures for each high-priority topic identified. Since 2019, we
have also been mapping our material topics to SASB (Sustainability
Accounting Standards Board) standards. We include relevant
disclosure topics in the GRI/SASB Content Index. You can find the
GRI Content Index and SASB disclosure at the end of this report.

Scope

In general, this report covers the KBC Group organisation as @
whole. It matches the scope of consolidation used for financial
information as per end of September 2023, unless stated otherwise.

The main differences in scope compared to the previous report are

the following.

+ KBC Bank Ireland is still included in the financial consolidation
scope. However, the sale of KBC Bank Ireland’s performing loan
assets and deposits was closed in February 2023. Hence, at the
end of September 2023, its activities were limited to providing
support in the process of completing the orderly exit from the Irish
market. As a result, for Ireland, the reporting scope is limited to the
relevant non-financial areas human capital and direct footprint.

- KBC Bank Bulgaria EAD (formerly Raiffeisenlbbank (Bulgaria) EAD,
acquired in July 2022) is included in the reporting scope for all
relevant non-financial domains in current reporting. This includes
the climate-related target progress reporting for KBC's lending
portfolio discussed in this report. This in contrast to the previous
report, where KBC Bank Bulgaria EAD had been excluded from
target setting reporting.

A full list of entities included in the financial consolidation scope is
oublished on our website. The aggregate balance sheets of entities
excluded from the consolidation do not exceed 1% of the combined
balance sheet total.

Data gathering and reporting period

We have collected our sustainability data through a group-

wide process which involves strict hierarchical validation. All KBC
entities in our core countries report on the non-financial areas of
human capital, direct footprint, clients and community involvement.
Climate-related data on our portfolios are gathered as part of @
separate 'data and metrics’ project within the KBC Sustainable
Finance Programme.

The reporting period is 1 October 2022 - 30 September 2023, unless
stated otherwise in the report.

Our group has published a sustainability report annually since
2005". The last one was published in April 2023. You will find our
Orevious reports on our corporate website.

Governance

We have prepared this sustainability report using input from
business and sustainability experts in all our core countries. The
report has been reviewed by senior managers and discussed and
approved by the Internal Sustainability Board and the Executive

Committee. The Board of Directors approved the report on
14 March 2024.

' Separate sustainability reports were not published for 2014 and 2015. All non-financial
informattion (as specified in the GRI Content Index for 2014 and 2015) is available on our
corporate website and in our annual report.
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External assurance

The target progress report of KBC Group's lending portfolio, the
calculations of KBC Group's direct footprint and our PRB (Principles
for Responsible Banking) self-assessment have been assured by an
external party. The remainder of the sustainability report has not
Leen assured.

- Our 2023 target progress report has been independently verified
by PwC (limited assurance). The 2021 baseline data and underlying
calculations of KBC Group's lending portfolio too, have been
independently verified by PwC (limited assurance) as part of our
September 2022 Climate Report. This is also the case for our
2022 target progress report. Data independently verified by PwC
(limited assurance) as part of this progress report are expressly
earmarked with the adjoining symbol 42 throughout the report.

» The calculations of KBC Group's direct footprint and the
underlying activity data have been verified by Vincotte in
accordance with ISO 14064-3 (reasonable assurance). Dato
iIndependently verified by Vincotte are highlighted with the
adjoining symbol @ throughout the report.

+ Our 2023 PRB Reporting and Self-Assessment Template has been
independently verified by PwC (limited assurance) on the accuracy
of the data and the traceability of the process. In the template,
these items are expressly earmarked with the adjoining symbol /7.

The assurance statements are available in the ‘Assurance statements'
section at the end of this report.

Feedback

We welcome comments and questions from all our stakeholders.
Please send us your feedback at csrfeedback@klioc.be.

Company name: 'KBC', ‘we', 'the group’ or 'the KBC Group' refer to the consolidated entity, i.e. KBC
Group NV plus all the group companies included in the scope of consolidation. 'KBC Group NV' refers
solely to the parent company. Likewise, 'KBC Bank' and 'KBC Insurance’ refer to the consolidated
entities and 'KBC Bank NV' and ‘KBC Insurance NV’ refer solely to the non-consolidated entities.

Statement regarding the use of '‘Board of Directors’ and 'Executive Committee”. these refer to
the Board of Directors and Executive Committee of KBC Group.

Glossary: a list of the most widely used terms and abbreviations, with accompanying definitions
where necessary, can be found at the end of this report.

OUR REPORTS

. aking the next steps
on our sustainability journey

Sustainability Report
KBC Group

Annual report
KBC Group

Risk Report
KBC Group

Society

The Sustainability Report focuses on our sustainability
strategy. It contains detailed sustainability and sustainable
finance data and is aimed at sustainability experts,

investors, employees, business partners, clients and
non-profit organisations. The report has been prepared
according to GRI Standards 2021 and SASB criteria.

The Annual Report provides information (including
mandatory statements) on our business model, strategy,
sustainability, governance, financial performance, risks and
capital. It also discloses information on KBC's sustainable
activities, following the disclosure requirements of Article

8 of the EU Taxonomy Regulation. The Annual Report is
intended for investors, clients, employees and society in
general. We apply the principles of integrated reporting
wherever possible.

The Risk Report provides greater detail on the group's

risk and capital management, including environmental,
social and governance-related (ESG) risks. The Risk Report
is intended for investors, (ESG) analysts, experts and the
public at large.

Each of KBC's core countries also produces a Report to
Society in which we look more closely at how our group
assumes its role in society and local economies. These
reports are primarily intended for clients, employees and
society at large. You can find the latest report for each

country on our corporate website.
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The cornerstones of our
sustainability strategy

- United Nations Sustainable
Development Goals

Our sustainable business
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Sustainability governance

- Supervisory and
management board level
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- Key executives and senior
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core countries
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operate
* Legal landscape and
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+ Responsible artificial
intelligence (Al)
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cyber risk
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Sustainable investing
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- Social impact financing
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Impact
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distributed

Policy influence
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- Partnership for Carlbon
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2023 in a nutshell
provides a broad

overview of our business,

our goals and our
corporate strategy. We
ook at our sustainability
journey and our main
accomplishments in
2023. This includes an
overview of our main
ESG ratings and
orogress report on our
main sustainability-
related targets.

Our sustainability
strategy describes

how we shape our role
INn society. It includes

an overview of the
group's sustainability
governance. We

also address the
sustainability
dashboard and how
we use It to track the
implementation of our
sustainability strategy.
Finally, we describe how
the world that surrounds
us continuously shapes
our sustainability
strategy.

Our people outlines how
we create a working
environment that
attracts employees
and motivates them
to stay with us for the
long term. We address
how we ensure a safe,
secure and healthy
working environment.
We also descrilbe how
we gpproach the
development of our
employees' skills, talents
and creativity. We
outline how we listen
to and interact with
our people and how
we credate a diverse
and inclusive business
culture.

Our responsibility
describes how

we conduct our
obusiness activities in

a responsible manner.
We explain why
responsible behaviour
IS the foundation of our
sustainability strategy
and how we make this
tangible throughout
our organisation. We
describe how we tackle
cyber risk and manage
information risk, data
protection and privacy.
We also address our
corporate policies and
codes of conduct.

Sustainable finance
describes how we
address important
sustainability topics in our
core pbusiness. We discuss
our Sustainability Policy
Framework and new

and update policies, our
approach to sustainable
iINvesting and our
commitment concerning
our social impact. We also
discuss our Sustainable
Finance Programme,
specifically focusing on
our commitment to the
environment. \We report
on this theme across the
four pillars of the TCFD
framework. Moreover, we
also report on nature and
other environment-related
iINnformation in this report.
By doing so, we are taking
the first steps towards
aligning our disclosures
with the TNFD framework.

Sustainability facts

and figures includes
detailed non-financial
and sustainability

data. It includes data
on our direct and
indirect environmental
iImpact, sustainable
finance, employees,
suppliers and
community involvement.
't also includes our
sustainability targets,
where relevant, and the
progress we have made
on these targets in 2023.

Appendices include o
detailed account of the
different methodologies
we use to inform our
climate strategy in all
of our business lines.
They also include our
self-assessment on

the implementation

of the Principles for
Responsible Banking
and the Principles for
Sustainable Insurance.

GRI Content Index

and SASB disclosure
includes an overview of
all required and relevant
disclosures.
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The world around us is changing at breakneck speed and

soclety's capacity to adapt has been tested in these past years.

In responding to these changes, KBC fields its high-quality services
and solutions, using our sustainability strategy as a compass. In
doing so, we aim to support all our clients in realising and protecting
their dreams while providing a unigue bank-insurance experience.

The road towards a sustainable future comes with changes in

the way we live, travel, produce and consume. Through our next
strategic step, ‘'S.1.E.M. the Ecosphere’, we are harnessing our bank-
insurance products to keep on top of this change. | believe we have
a unigue lever to facilitate a real change in the daily lives of all our
clients by combining digital transformation with a customer solution-
driven experience. | am also confident that this is the best possible
way to contribute towards a sustainable and resilient future.

You will be familiar with the saying: ‘when the going gets tough, the
tough get going.’ The transition journey towards a sustainable future
Is not a smoothly paved road. Luckily, however, we have seen some
positive developments. Personally speaking, | embrace the fact that
sustainable finance is now considered mainstream. This is of course
good news. More than ever, private capital is starting to go towards
sustainable activities.

Our past sustainability reports demonstrate that we are part of this
sustainable finance universe. | am grateful for the commitment of
our "Team Blue' employees to a sustainable future, which has been
effective and continues to bear fruit. In the same context, | am very
proud that our concrete actions and our transparent sustainability
reports are gaining momentum. Our excellent sustainability ratings
and this year's inclusion of KBC in Euronext's BEL®*ESG stock market
Index are tokens of recognition of our endeavours.

With this year's report we are keen to hold and extend this
momentum. | sincerely hope you enjoy the read.

Koenraad Debackere
Chairman of the Board of Directors KBC Group

Johan Thijs
Chief Executive Officer KBC Group

Sustainable finance is now
mainstream, which is a good
thing. The recognition of our
past actions illustrates that as hard to keep this model
KBC is part of that good future-proof for a sustainable
thing. tomorrow.

We reap the fruits of our
sustainable bank-insurance
model but are working just

KBC received the Terra Carta Sedl
N 2022 in recognition of its commitment
to creating a sustainable future.

Since the COVID pandemic, the world has been stumbling from one
situation to the next. After the blows of the pandemic, energy and
food markets were disrupted following armed conflicts which are
still ongoing. After this, the cost-of-living crisis sprang up, fuelled by
persistent inflationary pressures.

The EU economy has shown strong resilience despite these shocks.
Yet, economic activity remains subbdued as high consumer prices
continue to take their toll.

In parallel, we need to deal with environmental crises and remove
social frictions. KBC has shown strong resilience in these turbulent
times. While we reap the fruits of our sustainable bank-insurance
model, we continue to work hard to keep this model future-proof.

| agree with our CEO: despite all the challenges, we need to focus
on positive developments. Earlier this year for instance, the |[EA
announced that for every dollar invested in fossil fuels, about 1.7
dollars go to clean energy. As a fossil-fuel dependent society,

this major break in trend may mean we want to end this polluting
dependence. KBC is proud that, through its energy lending targets
and policies, it is co-catalysing this movement and continues to
support the development of renewable energy.

| truly hope that some of these evolutions can energise and inspire
our society to find non-disruptive solutions for the many remaining
urgent challenges. Biodiversity and securing a just climate transition
for all are only two of them.

| strongly believe that the success of the transition depends on the
contribution of all of us. Which means that, to successfully contribute
to solutions to tackle the challenges ahead, further innovation

and cooperation are needed, from every member of society. In

this context, KBC's financial evaluations of new and advanced
technologies will be based on their demonstrated potential, as

well as the added value they might bring to our clients in their
sustainability challenges. This year's report details how KBC does

its bit and will continue to do so. May it be an inspirational and
informative read!
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le have come a long way since we first started working
ﬁ' sustainability. In 2023, we again took important
. steps in our sustainability journey. Our excellent scores
" on prominent ESG ratings, the sustainability awards we
received and our progress towards the targets we have
set for ourselves are testimony to this. |




2023 IN A NUTSHELL

KBC at a glance

KBC is an integrated bank-insurance group, catering mainly for
retail, private banking, small and medium-sized enterprises and
mid-cap clients. We operate in our core markets of Belgium,
Bulgaria, the Czech Republic, Hungary and Slovakia. We also
operate to a limited extent in several other countries to support
corporate clients from our core markets.

Through our activities, we seek to help our clients achieve and
protect their dreams and projects. We aim to serve as the reference
for bank-insurance in all our core markets.

Belgium Czech Hungary Slovakia Bulgaria
Republic

15 800 employees 11100 employees 4 000 employees 3 200 employees 6 600 employees

3.9 million clients 4.3 million clients 1.6 million clients 0.8 million clients 2.2 million clients

434 bank branches 198 bank lbranches 195 bank branches 99 bank branches 228 bank branches

Total number of employees at year-end.

Our corporate strategy
is founded on
the following principles:

client centricity

bank-insurance+ sustainable

profitable growth

role in society PEARL+

We put our clients’

interests at the heart of

We look to offer our
clients a unique bank-

We focus on our group's
long-term development

We meet our
responsibility towards

We build upon the PEARL+
values and focus on the

everything insurance experience. and in doing so aim to society and local joint development of
we do. The +' refers to our aim achieve sustainable and economies. solutions, initiatives and
to offer non-financial profitable growth. ideas within the group.
solutions alongside
traditional banking and
iInsurance solutions.
We implement our strategy within a strict risk, capital and liquidity management framework.
Over the past three years, we have put We aim to provide our clients with solutions
a great deal of effort into the digital to different issues throughout their entire
transformation of our core business model. customer journey, for example, in the areas
We launched a number of concepts and of housing, mobility and energy. We do this
building blocks such as Digital First, Bank- through our own products, and through
Insurance+, Kate and Kate coins, all of which oroducts and services of our partners and
create additional value when they interact. suppliers. This allows our clients to save time
READ MORE

We are now bringing those elements
together into ‘ecosystems’, offering our
clients a new kind of service.

and earn money, both within and beyond the
traditional KBC bank-insurance environment.
We refer to this next step in our strategy as
'S.1.EM. the Ecosphere’, where S.T1.E.M. stands

for 'Save Time and Earn Money.

Our corporate strategy

KBC Group Annual Report '‘Our strategy’

Our PEARL+ business culture and values

KBC Group Annual Report '‘Our business model: What makes us

who we are'
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Our sustainability journey: building on our fundamentals

Laying the foundation to
tackle environmental issues

1970. Stichting Leefmilieu
(renamed ARGUS) was launched,
pioneering corporate social
responsibility before the term
was even coined. The aim

was to provide the public with
scientific and sound information
on environmental issues. In 2016,
45 years after its founding, we
decided to integrate ARGUS
INto our core activities. From

I this point, KBC would take an

b = active role, from within its core

business, to support the shift to
a more sustainable economy
and society.

A= Focusing on responsible

investing

1992. Kredietbank launched

= the KB Eco Fund, which was

the first responsible investing

4 & fund in Belgium. As such,

KBC Asset Management

| -3 has been Belgium's pioneer
. in Responsible Investing for

over 30 years. Over this time,

Giid the range has been greatly
iedall cxpanded, and the way of

working refined. Three decades
later, these funds have grown
from a niche instrument into

a first offer and an important
pillar of KBC's sustainability
strategy.

Sustainability has been present in our organisation for a long time already. We have come a long way since we first started working on
sustainability issues. Initially, sustainability tended to be seen as a separate policy domain, in which KBC engaged in a more passive
way, and not very intertwined with the core business itself. Over time, however, we started to gradually incorporate sustainability

into our business. Year after year, we have taken further important steps in our sustainability journey and our sustainability reporting.
Sustainability is now an integral part of our business, embedded as one of the four pillars of our corporate strategy and day-to-day
operations. We aim to continue on this path in the years to come and to build further on the foundations we have laid in the past decades.

Contributing to sustainable
local development and
financial inclusion

1992. Foundation of the Belgian
Raiffeisen Foundation (BRS)
VZW, A unique partnership in
cooperation with CERA. BRS
helps sustainably improve

the quality of life of rural
entrepreneurs and farmers

in the Global South through
microfinance and micro-
insurance. Also, BRS uses its
unique practical experience
and knowledge in cooperative
banking and insurance to
advise, coach and train partner
associations.

Reporting transparently on
sustainability

2005. KBC issued its first group-
wide Sustainability Report, which
included policy themes and
explained how we dealt with
environmental issues. In 2011, we
took the next step by publishing
our first Report to Society,

in which we transparently
communicated about our
actions and how we intend to
keep society'’s trust. In 2022, KBC
marked another milestone with
the publication of its first Climate
Report, which outlines our vision
and ambitions for climate policy
IN the coming years.

Setting targets and
measuring our progress

2016. First sustainability targets
set. Along with our revamped
sustainability strategy, KBC
established clear sustainability
targets to measure our progress
in several areas related to that
strategy. We have gone on

to further tighten the existing
targets and to formulate

new targets to support our
sustainability and climate-
related ambitions. In 2022,

we committed to a first set

of climate-related targets

for our lending and asset
management portfolio.

Continuing our commitment
to the environment

2019. KBC launched a separate
programme to develop a
structural approach to the
management and reporting

of climate-related risks and
opportunities. As such, we
increasingly focused on the
climate-related impact of

our business activities and
portfolios. In the following years,
the scope of the programme
was extended to include other
environmental themes such as
biodiversity and nature, and
circular economy.
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Sustainability highlights 2023

Strong performance in environment, social and governance (ESG) in 2023

Commitment to the environment

Second progress report on the climate targets for

our lending portfolio
Shows that, overall, we are well on track in meeting our portfolio

climate targets, with eight out of twelve of our targets being in line
with our climate alignment benchmarks.

—————

Climate targets for our own investments
Set a climate-related target for the portfolio of own corporate
iInvestments of KBC Insurance for the first time.

Climate impact of our insurance portfolio
Calculated for the first time the GHG emissions of part of KBC's
insurance underwriting portfolio.

Other environmental objectives

Continued to expand our focus to include the themes of biodiversity,
circularity, pollution and water, and report on them. By extension, we
also became an adopter of the TNFD recommendations.

Our ESG ratings'

7 SUSTAINALYTICS

CLIMATE

A Negligible risk rating (9.8)
Leader in addressing climate change 39 of 342 diversified banks
(2" percentile)

"End-of-year data

Sustainable business

1

O &

=

)

==
O

40.7 billion euros Responsible Investing funds
41% of total assets under distribution
(direct client money)

7.4 billion euros
Business contributing to social objectives

19.3 billion euros
Business contributing to environmental objectives

EU Taxonomy reporting

We are reporting our contribution to environmental objectives
according to the EU Taxonomy for the first time, including but not
limited to voluntary EU taxonomy reporting and our mandatory
reporting.

S&P Dow Jones PN
Indices MSCI Sy
A Division of S&P Global
64 AAA
Top 7% of 722 banks assessed Leader among 488 banks
(939 percentile) Included in assessed

the Sustainability Yearbook for
the 5" consecutive year

Social responsibility

]

Corporate ESG

Performance s

HATED BY

ISS ESGP>

Social bond
Issued a second 750-million-euro social bond for investments in
schools and hospitals.

75%
Of employees who took part in the new webinar on responsible
behaviour between September and December 2023.

Gender diversity in senior management
Focus on improving the gender balance within our leadership

Housing

Set an ambition to develop the skill sets and attitudes of young
adults in Belgium with regard to mortgage loans and are continuing
to act as a responsible lender.

.

FTSE4Good

C+ prime 4.7

1t decile rank of 300 commercial banks
and capital markets assessed

Top 3% of banks assessed
(97t percentile)
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Sustainability-related awards

In 2023, KBC again received broad external recognition for its efforts on ESG themes in
the shape of several sustainability-related awards. We list some of them on this page.

Kurt De Baenst, Filip Ferrante and Johan Thijs

Euronext included KBC
in its new BEL®’ESG stock

market index

This new index identifies
and tracks BEL®20 and
BEL®Mid companies whose
concrete operations and
policies earned them an
excellent ESG score through
a respected external
assessment. With this new
Index, Euronext aims to
respond to the growing
demand for sustainable
iInvestment instruments.

Awards for ‘Educational
Programme’ and ‘Leader in
sustainable development’
- PwC ESG Awards

KBC Group Bulgaria received
two PwC ESG Awards.
Peter Roebben, Country
Manager in Bulgariq,

was awarded ‘Leader in
sustainable development.!
KBC ESG Academy
received recognition in

the category ‘Educational
Programme’. The Academy
IS a partnership between

~ | KBC Bulgaria and Sofia
| University and educates our

employees, partners and
students on sustainability.

Levente Subag, Sustainability Manager Hungary

Top Employer - Top
Employers Institute

KBC received certification
for KBC Belgium, CBC, K&H
in Hungary and our Shared
Services Centers in Czech
Republic and Bulgaria. The
Top Employers Institute runs
a certification programme
that enables organisations
to assess and improve the
workplace environment.

Hungary's Best Bank for
ESG - Euromoney Awards
for Excellence 2023

For more than 30 years, the
British financial magazine
Euromoney has been
recognising financial institutions
that have demonstrated
excellence in a particular field.
In the Sustainable Finance
category, the 2023 Best Bank in
Hungary award went to K&H.

Blanka Beranova, Sustainability Manager
Czech Republic (fourth from the left).

TOP Responsible Large
Company 2023 — Business
for Society

CSOB was awarded as
winner (first place) and
"TOP Responsible Large
Company’. CSOB was

rated at 96.5% in its overall

approach to responsible

. and sustainable business. It

also received the awards of
‘Sustainable Business Leader’
and "TOP Responsible
company in reporting.’

TOP Responsible Company
evaluates corporate
sustainability strategies,
activities and projects.

Belgium’'s Best Bank for
ESG and CSR — Euromoney
Awards for Excellence

KBC Bank was awarded the
best bank for ESG and the
best bank for CSR in Belgium
by Euromoney. We are,
amongst others, recognised
for the launch of our first
social bond, our contribution
to financing environmental
objectives and various
philanthropic activities in
Belgium. Euromoney has
been recognising financial
Institutions that have
demonstrated excellence

in a particular field for more
than 30 years now.
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Sustainability targets: our progress in brief

This overview provides a general picture of our main targets and
our progress. As such, the overview is not exhaustive and readers
are referred to the respective sections in this report for a complete
overview and all (methodological) details of our targets.

Please note that our climate targets are directed towards convergence with 2030 and 2050
goals. Given the long lead time until these target dates, and the many uncertainties that surround
climate transition, intermediate and short-term fluctuations in our progress measurements cannot
be excluded. Furthermore, a perfect linear reduction between now and 2030 or 2050 would not
be commensurate with the underlying economic and financial redlities. The below overview lists
the climate-related targets for our lending portfolio. The colour codes show how well-aligned our
targets are with the climate transition pathways that we use as a benchmark (more information in
'KBC's climate progress dashboard’).

‘ Energy

‘ Electricity

‘ Commercial real estate and mortgages
Mortgages and commercial residential real estate
Vehicle loans and financial lease passenger cars

Vehicle loans and financial lease light commercial vehicles

Operational lease passenger cars

Operational lease light commercial vehicles
Agriculture

Cement producers

‘ Steel producers

Aluminium producers

© KBC portfolio value is currently at or below the scenario-based benchmark
KBC portfolio value is currently maximum 5% higher than the scenario-based benchmark

@ KBC portfolio value is currently more than 5% above the scenario-based benchmark

ol

© (versus 1seline)™ .
(target: 80% rex ‘@ﬁy 0

eduction

_in direct footprint

i
=4

£

35% female
entrepreneurship

in our start-up community in Belgium
(target: 50%)

100%

renewable
electricity  /7//\~
consumption/ ) )
N IDN
O euros

direct exposure
to thermal codadl

(target: full exit by 2021)

62% share of
renewable energy

of total energy loan portfolio
(target: 75% by 2030)

35 000

Our target is to improve the financial skill sets
and attitudes with regard to mortgage loans
of more than 35 000 young adults

in Belgium by 2030

Responsible
wvesting funds

% share of total annual fund production
arget: 65% by 2030)
41% share of total assets under distribution
et: 45% by 2025 and 55% by 2030)
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OUR SUSTAINABILITY STRATEGY

We want to meet the needs of society and create long-term value for society, local economies and all our stakeholders. Supporting the
transition to a more sustainable and resilient society is therefore a crucial part of our overall corporate strategy and our day-to-day
business. In this way, we can play our role in society, now and in the future. We want to collaborate with our clients and other stakeholders

to achieve this goal.

As a financial institution, we can create value in many ways.
Through the financial services we provide, we support economic
growth, well-being, and job creation, just to name a few. For our
employees, we offer a fair reward, training, career development
opportunities and a safe, healthy and inclusive working
environment. We also create financial value for several of our
stakeholders. Making a sustainable profit enables us to preserve
our solid capital base and reinvest in our business activities.

Our value-creation model shows how we create value for

our stakeholders and society at large. It sets out how we use
the resources at our disposal to meet the expectations of our
stakeholders through our operations. And how we create value
throughout that process. For further reading about our value
creation model, we refer to our Annual Report.

At the same time, we acknowledge that our activities may have

a negative impact, both directly and indirectly. We want to limit
this impact and increase our positive impact by providing more
sustainable finance and supporting our clients in their sustainable
transition. To do so, we have established a dedicated sustainability
strategy.

Our sustainability strategy outlines the role we want to play in
society, our focus points and our goals. We have strict sustainability
governance in place to support the implementation of the strategy
throughout the group. The KBC Sustainability Dashlboard further
ensures that we can track the implementation using different
indicators and targets. Finally, we keep a close eye on the world
around us so that we focus on the right issues in shaping our
sustainability strategy and policies. All these elements are discussed
INn this chapter.

READ MORE

Our value creation model
KBC Group Annual Report 'How do we create sustainable value’
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The cornerstones of our sustainability
strategy

We have a dedicated sustainabillity strategy in place to properly
take up our role in society and create value for our stakeholders.

At the heart of this sustainability strategy lies the responsibility

to ensure financial resilience and run a strict risk management

system. In doing so, we ensure that we can do business sustainably

into the future. Provided this criterion is met, our sustainability

strategy consists of three main cornerstones:

- Maximise the positive impact of our products and services on
soclety and the environment;

+ Minimise or completely avoid any potential negative impacts;

» Ensure all our employees behave responsibly.

These three cornerstones are embedded within two additional and

crucially important elements.

» Local communities and economy: \We respect the different
contexts in each of our core markets. We also aim to support local
communities and the economy in each of these markets.

+ Our people: Our sustainability strategy is brought to life by our
people. We therefore invest heavily in building sustainable skills
and a sustainable vision carried by all employees. We encourage
all our employees to conduct themselves in a way that is
responsive, respectful and results-driven.

United Nations Sustainable Development Goals

The United Nations (UN) Sustainable Development Goals' (SDGs)

have played an important role in informing our sustainability strategy.

We believe we can create a bigger impact by focusing on selected
SDG topics that are directly linked to our activities as a bank-insurer.
We have therefore chosen five high-impact areas for KBC.

+ SDG 3 Good health and well-being: We promote a good work-
ife balance among our employees. Also, in our banking and
insurance products, we focus on improving healthcare, quality of
ife and road safety.

- SDG 7 Affordable and clean energy: \We contribute to increasing
the share of local renewable energy production and its efficient
use through our banking and insurance activities. KBC also adopts
a stepwise approach to exit from the financing and insurance of
and investing in non-sustainable energy solutions, such as thermal
coal, oil and gas.

- SDG 8 Decent work and economic growth: \We support
entrepreneurs and invest in innovative businesses. We especially
stimulate female entrepreneurship through our accelerators for
start-ups in Belgium, Czech Republic and Hungary. Through
our microfinance and microinsurance activities, we give rurdl
entrepreneurs and farmers in the Global South access to financial
services. This facilitates sustainable local development and
contributes to financial inclusion.

+ SDG 12 Responsible consumption and production: \We develop
banking and insurance products that support low-carlbon or circular
businesses. Furthermore, we promote Responsible Investing (RI)
among our clients as our first offer and preferred investment solutions.

' The UN Sustainable Development Godls set the global agenda for governments, businesses

and civil society on the best ways to address the major sustainable development challenges,
such as how to end poverty, protect the planet and ensure prosperity for all. As a financial
institution, we have a critical role to play in accomplishing these goadls.

Figure 2.1: The cornerstones of our sustainability strategy

-
3 WD e
_/\,\/\'
~
Our people
e 8 EconowcGeows
LIMITING INCREASING
our ADVERSE our POSITIVE
13 scnov IMPACT IMPACT i ;éhjnj” .
@ on society on society
-
_ Financial 13 soron
resilience +
Ja <>
~
ENCOURAGING RESPONSIBLE
BEHAVIOUR on the part of
all employees 8 Econow Geows
i
\_

Local communities
& economy

- SDG 13 Climate action: We have strict sustainability policies in
olace for the environmental impact of our loan, investment and
insurance portfolios. We have also set climate targets for the
most material carbon-intensive industrial sectors and product
ines in our lending business. The goal of these targets is to bring
our portfolios in line with the Paris Agreement. We want to work
together with our clients to achieve this goal. We also engage
directly with our investees to reduce the climate-related impact
of our investment portfolios. Finally, we have ambitious targets in
olace for, and work hard on, reducing our direct climate impact.

Our strategy and the selected SDGs have informed the focus of
our target setting. A snapshot of our main targets can e found

iNn the section on ‘Sustainability targets: progress in brief’. We refer
to the respective sections in this report for a complete overview of
our targets.
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About this report

‘| personally believe that we must, and can, make the transition to a sustainable
economy and society. And | am proud that KBC Group carries that same conviction. It is
thus only logical that | make sure this is translated into our business here in Bulgaria. We -
are here to make a positive difference. We should talk the talk... and walk the walk.” gy e

Content
2023 in a nutshell

Our sustainability strategy

Peter Roebben, Country Manager of KBC Group in Bulgaria

UN Global Compact each year nominates several SDG Pioneers as
a part of its ‘'Making Global Goals Local Business' campaign. SDG
pioneers are business leaders who use business as a force for good
to advance the SDGs. Through their own company or by mobilising
other businesses, they are helping to reach one or more SDGs while
also contributing to business success.

Peter Roebben, Country Manager of KBC Group in Bulgaria, received
this award in 2023. The award is a recognition of the stable and
growing strategy on sustainable development of KBC Group in
Bulgaria. We asked Peter Roebben some questions about this
achievement and his experiences.

How is the group'’s sustainability strategy translated in local action
in Bulgaria?

"Our strategy is founded on the principle that we put our clients at
the heart of everything we do, and we strive to be the long term
leader in bank-insurance in our market. Achieving and maintaining
such leadership is only possible if we also take seriously our
responsibilities towards the wider society and economy in which
we are active. Therefore, we have set sustainability explicitly as one
of the pillars of our business strategy. Just like the other strategic
pillars, we develop specific sustainability action plans towards
clients, suppliers, employees and other external stakeholders.”

How are the SDGs contributing to your company’s success?

‘In line with our Group's strategy, we are locally focusing most on
SDGs where we can have a material impact. Among these, climate
action and the transition to a climate-resilient economy currently
have the highest priority. Creating sustainable financial solutions
for our clients and the larger goal of actively supporting them in their
transitions are fundamentally changing the way we do business.

Showing a genuine commitment to the SDG is also an ever more
important reason for our employees to prefer KBC as an employer
in Bulgaria.”

Can you give some concrete examples?

"A very successful one is Responsible Investing (RI). KBC Asset
Management already has more than 30 years of experience in this
fast-evolving domain. Since 2022, KBC Group Bulgaria also offers

Rl funds to its clients. Another example is our ambition to triple our
renewable energy portfolio and as such contribute to the Group's
renewdable energy financing target. For this purpose, we develop
structured finance solutions, such as the special credit programmes
for the financing of photovoltaic power plants with a capacity of
up to 2 MWp."

How do you engage and mobilise your internal and external
stakeholders on the sustainable development agenda?

"We can only pursue our sustainability agenda if everybody is on
board. Our ESG Academy allows our employees to acquire the

skills needed to help make the change happen in their own job. In
bilateral engagements and sector specific workshops, we explore
the opportunities and challenges of the SDGs with our business
clients. Through that process, we can better understand their needs
and prepare financial solutions to support them in their journey. We
will further expand this to our retail clients. We also seek to identify
opportunities hand-in-hand with our suppliers. For example, one of
our advertisement partners developed a fully circular solution for
the plastics used in billooards upon our request. The list of actions is
growing all the time. | truly believe we can make the transition to @
sustainable society, but only if we all join forces.”
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Our sustainable business solutions in the four focus areas

Content

Four areas are of specific importance to our sustainability strategy: environmental responsibility, financial literacy, entrepreneurship, and 2023 in a nutshell

health and longevity. We believe that these four areas are within our realm of influence. At the same time, they address the compelling Our sustainability strategy
current needs of our society. Also, these areas have a clear connection with the SDGs that are our core focus. We aim to provide ' TthetCOf“efstoneS of our sustainability
. . . . . strategy
sustainable business solutions in each of these domains. O el o Al s e
5 the four focus areas
f | f ) - Sustainability governance
\ /) Environmental responsibility \ Financial literacy \ - Entrepreneurship + KBC Sustainability Dashboard
* The world in which we operate
Environmental responsibility is our first focus area. Climate change We believe it is our responsibility to contribute to improving the We want to support entrepreneurship, stimulate job creation and Our people
and other environmental challenges relating to biodiversity, general public's understanding of financial concepts and products. contribute to sustainable economic growth through our banking
: : : : : : : oL : : L : Our responsibility
oollution, water and circular economy are global challenges that Financial literacy is therefore our second focus area. We focus on: and insurance activities. We also aim to invest in innovation and
require immediate action. We already offer a range of solutions to - Financial advice and clear communication: We aim to offer clear technology through partnerships with start-ups and financial e
tackle these issues and plan to continue to do so. and transparent advice on our products and services, so that our technology companies. Sustainability facts and figures
clients can make responsible decisions. Appendices
Relevant SDG goals (high-impact areas) » Financial behaviour: We clearly inform our clients about how we Relevant SDG goals (high-impact areas) Assurance statements
use the data that we collect through our online services. In this
. . , . . , L , . , o , GRI Content Index and SASB disclosure
There is a clear link between KBC's business solutions for our way, they can decide which information they are willing to share. Our focus on ‘entrepreneurship’ as one of the focus areas links to
‘environmental responsibility’ focus area and SDG 13 Climate action, ~or more information on our privacy and data management, SDG 8 Decent work and economic growth and SDG 12 Responsible Glossary
SDG 7 Affordable and clean energy and SDG 12 Responsible olease see the 'Our responsibility’ section in this report. consumption and production.
consumption and production. » Financial education: We aim to combat financial illiteracy from

an early age onwards. We offer different educational activities to f
support people to develop good money habits. In this way, we \ Longevity and health

want to prevent behaviour that may lead to financial difficulties.

-inally, we want to meet the needs of an increasingly ageing
Relevant SDG goals (high-impact areas) oopulation. We are developing specific solutions through our core

pusinesses to this end. In Belgium and the Czech Republic, our
We support SDG 12 Responsible consumption and production focus is on longevity. In our other core markets, the focus is on the
through the development of business solutions for our ‘financial development of products and services to improve quality of life,
iteracy’ focus areaq. healthcare and health in general.

Relevant SDG goals (high-impact areas)

A customer survey has revealed that young adults experience financial products, such as investments and mortgage loans, as complex We contribute to SDG 3 Good health and vvell—being and to SDG
and difficult to understand. We therefore decided to focus on developing the skills and attitudes of young adults towards mortgage . _ . . .
loans. By doing so, we are contributing to their financial literacy. This is also part of our commitment to act as a responsible lender, as 12 Responsible consumption and production by developing lbanking
we want to prevent them from ending up in overindebted situations. We have also translated this into clear ambitions for our Belgian and insurance products that focus on health, healthcare and

mortgage portfolio. . . . .
improving quality of life.

Stefan Szemiot, General Manager Retail Lending and Deposits, BU Belgium

1/



Sustainability governance

We have firm sustainability governance in place to ensure that our sustainability strategy is integrated throughout our group and in all our
core activities. This includes top-level responsibility for our sustainability strategy, covering all environment, social and governance-related
(ESG) themes. We decide on our sustainability strategy at the central level. Local teams in each of the core countries then implement it.
Local accountability is placed at senior management level to ensure proper implementation.

Figure 2.2: KBC sustainability organisation chart

Supervisory and
management board
level responsibility

Key executives
and senior level
responsibility

Local accountability
iNn our core countries

Board of Directors
Risk and Compliance Committee

Executive Committee

Internal Sustainability Board

- Oversees the implementation and progress of KBC's sustainability strategy
+ This includes all ESG-related themes

+ Closely monitors the management of ESG-related risks that are identified as top risks:
climate and environmental risk, cyber risk, compliance risk and conduct risk

- Highest-level decision-making body for sustainability
- Decides on KBC's sustainability strategy and policies and monitors the groupwide implementation of that strategy
- Granted day-to-day decision-making powers to other relevant committees and senior positions

Senior General Manager Group Corporate Sustainability

-

- Chaired by the Group CEO

- Executive and senior representation of all our business units, core countries and group services
+ Primary forum to discuss ESG-related issues at KBC

N

- Leads the Group Corporate Sustainability Division

Sustainable Finance

Steering Committee

- Monitors the progress and
technical implementation of
the Sustainable Finance
Programme

+ Focuses on KBC's approach
to climate action and other
environmental themes

Country Sustainability General
Managers

Country sustainability
departments and sustainability
committees

External

External Sustainability Board [ .

the sustainability strategy and policies, and reports on this
strategy

- Follows-up on ESG-related issues, develops and implements

Data and Metrics CSRD
Steering Committee Steering Committee

- Oversees and manages
the implementation of
the new European reporting
legislation CSRD

- Manages the challenges related
to climate-related data
collection and reporting

- Communicate on, translate and implement the sustainability strategy in their core countries and business units

- Support the Country General Managers Sustainability in their responsibilities
- Steered by local senior management
- Organise the local sustainability teams

READ MORE

Follow-up on the progress on sustainability
'KBC Sustainability Dashboard'’

Consists of external sustainabillity experts that advise KBC on its sustainability strategy and policies

More detail on the remuneration policy

KBC Group Annual Report 'Corporate governance statement’

KBC Group Remuneration Policy
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Supervisory and management board level
responsibility

The Board of Directors oversees KBC's sustainabillity strategy. This
covers ESG-related themes in the broad sense, including climate and
other environmental topics, but also topics such as gender diversity
and human rights. Twice a year, the Board of Directors evaluates
and discusses the implementation and progress of the sustainability
strategy. It does so with the use of the KBC Sustainability Dashboard.
Furthermore, important changes to sustainability policies and
sustainability-related reporting are also discussed at board level,
when required.

The Risk and Compliance Committee closely monitors ESG-related
risks. In particular, the committee covers climate and environmental
risk, cyber risk, compliance risk and conduct risk, as the board has
defined these risks as top risks for KBC Group. For more information,
see the KBC Group Risk Report.

The Executive Committee is the highest-level decision-making body
for sustainability within KBC. This includes the Group's ESG-related
strategies and policies. It also monitors the implementation of that
strategy throughout the Group.

We believe our top management has an important role in the
implementation of our sustainability strategy. Elements such as

sustainability are becoming increasingly important and today determine

at least 30% of the collective, variable, results-related remuneration

component that is awarded to the members of the Executive Committee.

Progress on these criteria is evaluated every six months using the KBC
Sustainability Dashboard. The ultimate assessment of the criteria used
to evaluate the members of the Executive Committee lies with the Board
of Directors via the Remuneration Committee.

Also, the variable remuneration of senior management is partly linked
to sustainability performance. In concrete terms, at least 10% of the
variable remuneration of senior management members is tied to the
achievement of individual targets related to the implementation of
the group's sustainability strategy.

Key executives and senior level responsibility

The Executive Committee has granted day-to-day decision-making
powers to other relevant committees and senior positions that are
each responsible for a certain domain. However, the ultimate decision-
making power remains with the Executive Committee, which is required
to ratify all decisions.

- The Internal Sustainability Board (ISB) serves as the principal
forum at KBC for discussing overall ESG-related issues. The board
is chaired by the Group CEO and includes the Group CFO as the
vice-chairman. It is furthermore composed of executive- and senior
representatives of all our business units, core countries and group
services. The ISB operates in close partnership with the Group
Corporate Sustainability division and the Senior General Manager
Group Sustainability, which is also a member of the ISB.

» The Sustainable Finance Steering Committee, chaired by the Group
CFO, monitors the overall progress and technical implementation
of the Sustainable Finance Programme. This programme specifically
focuses on KBC's approach to climate action and other environmental
themes such as biodiversity, water and circularity. Various departments
at group level work closely together for this purpose. A Sustainable
Finance Programme Core Team has been set up to handle the
day-to-day implementation. The team is made up of specialists from
the Finance, Credit Risk and Risk functions, along with sustainability
experts. The team also works closely together with all relevant
departments throughout the group.

+ The Data and Metrics Steering Committee specifically manages the
challenges related to climate-related data collection and reporting.
't is chaired by the Group CFO.

- The CSRD (Corporate Sustainability Reporting Directive) Steering
Committee was set up in 2023 to temporarily oversee KBC's CSRD
Programme conceptualisation and implementation. The aim of
this programme is to implement the KBC Sustainability Statement
as part of the new European reporting legislation, CSRD.

The CSRD Steering Committee is only responsible for reporting
topics. Strategic decisions remain the responsibility of the relevant
existing decision-making bodies and committees.

» The Senior General Manager Group Corporate Sustainability
leads the Group Corporate Sustainability Division. The Senior
General Manager reports directly to the Group CEO and meets on
a regular basis with the Chairman of the Board of Directors. The
division handles the follow-up of ESG-related issues, developing
our general sustainability strategy and policies, and the day-to-day
implementation of this strategy across the group.

Local accountability in our core countries

In each core country, we have a General Manager Sustainability

iNn place. These managers are responsible for communicating on
sustainapility matters within their countries and for the operational
implementation of the sustainability strategy. They work closely
together with the Group Corporate Sustainability division, and
functionally report to the Senior General Manager Group Corporate
Sustainabllity.

The organisation of the local sustainability teams varies from
country to country. However, generally, they are organised vida
country sustainability departments and committees. Local senior
Mmanagement steers these committees. They provide support
for the local integration of the sustainability strategy and the
organisation and communication of local sustainability initiatives.

Externdl

In addition to our internal organisation, we have set up an External
Sustainability Board. This board consists of sustainability experts,
mainly from the world of academia. Its role is to advise KBC on its
sustainability strategy and policies.

Another external board is the Rl Advisory Board. This board acts as
an independent body and oversees the screening of the responsible
character of the Rl funds offered by KBC Asset Management.
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KBC Sustainability Dashboard About this report

Content
We track the implementation and progress of our sustainability strategy by using the KBC Sustainability Dashboard. The dashboard 2023 in a nutshell
provides measurable and verifiable parameters related to the key themes and actions of our sustainability strategy. In this way, it allows an Our sustainability strategy
objective assessment of the strategy. The dashboard is presented twice a year to the Executive Committee and the Board of Directors to ' TthetCOfnefstoneS of our sustainability
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« KBC Sustainability Dashboard
* The world in which we operate

on our sustainability
strategy with measurable
and verifiable

The figure on this page shows the key elements of the KBC Sustainability Dashboard. We discuss the underlying Key Performance Indicators
(KPIs) throughout this report as well as in our Annual Report. However, some indicators are available only within the KBC organisation.

Our people

. o o .-
Figure 2.3: KBC Sustainability Dashboard ur responsibility
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Climate target setting Supporting female entrepreneurship KBC Group Sustainability governance
Read more Read more Read more
Sustainable business volume targets Developing the skill sets and attitudes of Sustainability objectives of
Read more young adults towards mortgage loans senior management
Own footprint target setting Read more Read more
Read more KBC Group gender balance Responsible behaviour
Sustainable business opportunity track Read more Read more
Read more BRS: financial inclusion and impact investing
Read more

Overarching

Responsible Investing funds targets Read more

KBC Group sustainability training courses Read more

Overview of new policy decisions linked to sustainability Read more
KBC Green and KBC Social bonds Read more

External views

ESG-ratings of KBC group Read more

Investor view

Structural stakeholder dialogue Read more

Follow-up on concerns from our stakeholders Read more

Net promoter score results Read more

Corporate reputation index results
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The world in which we operate

As a financial institution, we are an important driver of the current
economic system and have a significant impact on the environment
In which we operate. At the same time, we are impacted by

the world around us. In shaping our sustainability strategy and
policies, we keep a close eye on the developments in our working
environment. This section describes different external elements that
influence the focus of our sustainability strategy and how we deadl
with these factors.

Legal landscape and voluntary commitments

Our sustainability strategy is informed and influenced by opinions
from various societal and legislative counterparts. We make a
distinction between legislations and regulations on the one hand,
and our voluntary commitments on the other.

Regulatory and legislative agenda

The landscape in which we operate, and more specifically all
aspects relating to sustainability themes, are increasingly determined
by regulation. At the European level, important legislative initiatives
are already influencing our approach and that of our clients. It is likely
that this trend will continue over the years ahead.

We welcome the fact that many of these initiatives help to provide
a uniform and standardised overview of sustainapility actions in
the financial world and beyond. And we very closely follow up on
and prepare for developments around all relevant legal initiatives,
such as:

+ The new European reporting legislation Corporate Sustainability
Reporting Directive (CSRD) strengthens the rules concerning
sustainability disclosures. It obliges large companies and listed
small and medium-sized enterprises to include a Sustainability
Statement in their annual report. KBC has set up a separate
CSRD programme to deliver the Sustainability Statement as from
our 2024 Annual Report onwards. Our mandatory Sustainability
Reporting as such will gradually shift to our Annual Report in
the coming years.

'

Through different initiatives, we aim to support our clients in being
prepared for the upcoming CSRD legislation. In Belgium, we do this
through online webinars, personal expert advice and by offering
our clients concrete tools to collect data. In Czech Republic,

CSOB is supporting the consulting portal CSRD.cz. Through this
themed counselling platform, companies get guidance to better
understand which parts are relevant to them and to what extent. It
also provides tools and helps to set realistic goals on implementing
the legislation in their organisations.

» The disclosure requirements under the Sustainable Finance

Disclosure Regulation (SFDR) provide more transparency for
investors regarding the investments products we offer.

+ The EU Taxonomy Regulation defines clear guidelines for economic

activities to be labelled as 'sustainable’ or ‘green’ It does so for @
selection of economic activities and in relation to six ‘environmental
objectives. Furthermore, additional legislation and a related
taxonomy is under development for the social domain.

» The European Union is working on a European Single Access Point

(ESAP). Amongst other things, the goal of ESAP is to ensure that
sustainability-related information at EU level will be freely and
oublicly available.

- At the international level, the International Financial Reporting

standards (IFRS) Foundation published its first two Sustainability
Standards, S1 (general principles) and S2 (climate) and is working
on other standards.

EU Taxonomy

The EU Taxonomy Regulation sets out an EU-wide framework for
INnvestors and businesses to assess whether certain economic
activities are environmentally sustainable.

The EU Taxonomy reporting of KBC Group contains:

Mandatory EU Taxonomy reporting in our management reporting.
KBC Group is subject to the disclosure obligations set out in the
EU Taxonomy Disclosure Delegated Act. Being a financial group,
KBC conducts activities as a credit institution and as an insurer.
We have already reported on the Taxonomy eligibility for climate
change mitigation and for climate change adaptation in previous
years. In our 2023 KBC Group Annual Report, we report our first
mandatory key performance indicators on Taxonomy alignment
for climate change mitigation and adaptation.

Voluntary EU Taxonomy reporting in our sustainability reporting.
Besides our mandatory reporting, we report how we contribute to
the Taxonomy-aligned climate and environmental objectives of
our non-NFRD (Non Financial Reporting Directive) clients. We have
developed various products and solutions for this purpose, such
as the financing of the most energy efficient homes and electric
vehicles. We include this voluntary reporting in the ‘Sustainable
finance’ section of this report.

In addition to financing and insuring Taxonomy-aligned activities
and assets, in all of our home countries, KBC also offers numerous
other products and services that contribute to environmental

and social objectives. These products and services include loans
aligned with sustainability criteria of other external frameworks,
such as the LMA (Loan market Association) framework or the EIB
(European Investment Bank) Green Framework, sustainability-
inked loans, green bonds and social bonds. We include this ‘other’
reporting in the 'Sustainable finance' section of this report.

READ MORE

More information on the EU Taxonomy and the "Taxonomy eligibility” of KBC Group's financial activities
2025 KBC Group Annual Report

‘Sustainable finance: Our commitment to the environment’
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Voluntary commitments

/
KBC Group is also a signatory of various sustainability-related .
P
commitments. Below, we give an overview of the main commitments
= N

we have made in preceding years.

Equator
Principles (EP)
KBC became a
member of the

EP. The EP are

a voluntary set

of guidelines

for assessing

and managing
the social and
environmental
impacts of large
projects. See our
EP reporting in the
‘Sustainability facts

and figures' section.

2006
e

UN Principles for Responsible
Investment (PRI).

By signing the principles, we committed
to adopting the six principles for
responsible investment. We report on the
actions taken each year. The report can
be consulted on the UN PRI website.

(
\
Collective Commitment to
— Climate Action (CCCA)
! /4' . KBC signed the CCCA, thereby

committing to align our activities with
the Paris Agreement goal of limiting
global warming to well below 2°C,
striving for 1.5°C.

Tobacco-Free Finance Pledge
KBC signed the Tobacco-Free Finance
Pledge to divest from the tobacco
industry. Until then, KBC had had a
policy in place for the exclusion of

the tobacco industry from its lending,
insurance and sustainable investment
activities. By signing the pledge, this

Task Force
on Climate-
related Financial

. Disclosures was extended to include KBC Asset
(TCFD) Management'’s conventional investment
As a TCFD funds and KBC's own investment
endorser, we report portfolio.
transparently

on our climate
actions, structured

Our commitment to climate action and stance on net zero
The CCCA required its signatories to set decarbonisation targets within three years after signing. In September
2022, we published KBC Group's first Climate Report, containing:
- decarbonisation targets for the sectors that cover most of our lending portfolio and related greenhouse gas
(GHG) emissions: and
- clear targets for KBC Asset Management's Responsible Investing funds.

You can read more about these targets and related actions in the section on ‘Our indirect environmental
impact”.

In March 2023, the CCCA was retired, after being superseded by the Net-Zero Banking Alliance (NZBA). We have
carefully reviewed the initiative and will continue to do so going forward. Yet, KBC will not be joining any of the
net-zero alliances in the financial sector for the time being.

In our view, too many uncertainties remain regarding the achievement of '1.5°C’ or ‘net-zero’ alignment. This is
especially the case for the feasibility, inclusiveness and impacts of the short-term, intermediary (i.e. 2030) net-
zero targets. KBC has a responsibility to ensure that its climate action remains in tune with its important role in
continuing to support a just transition in its core markets. This means that, in addition to climate-related aspects,
we need to consider aspects such as energy security and government support.

Given the above, a well-founded, concrete and immediately actionable net-zero commitment seems out of
reach, for now. We will therefore continue to put our weight behind our existing CCCA commitment. Read more
on our stance on net zero on our corporate website.

O

2004

N

UN Global
Compact
initiative

KBC joined

the UN Global
Compact
corporate
responsibility
initiative and its
principles in the
areas of human
rights, labour and
anti-corruption.
See our progress
statement
available on

the UN Global
Compact website.

according to the four Gender Diversity in Finance , . :
pillars of the TCFD KBC signhed the Gender Diversity in SCIence-.que.d Tqu?ts |n|.t|.c'.t|V9 (SBTi) |
recommendations: ! Finance charter and became a member KBC committed its banking ocﬁvfues to the SBTI
Governance, of Women in Finance. As such, KBC has ¢ at the enc?l of 2022. Through th|§ engagement, .
Strategy, Risk placed gender equality and diversity we commlttgd ours.el\./es to how.ng our
Management and firmly on the agenda. We have concrete Compony—vylde emission reqluc’uon. to.rgets.
Metrics and targets. action plans in place on these topics. for our lending portfolio validated in line with
climate science within 24 months.
2018 2020 2023
() () ) () ) ()
U ) @) ) @) ) O—
2016 2017 2019 2022
UNEP FI Principles for Responsible Banking Climate Action Nature Action 100+
(PRB) 100+ Nature Action 100+ is a global investor engagement initiative focused on driving
KBC became an early endorser of the UNEP F| PRB. Climate Action greater corporate ambition and action to reverse nature and biodiversity loss. The 0
The principles set out a framework for a sustainable 100+ is an investor- ?nitiotive engages gompanies Ig key segtor; that are deemed to be systemically
banking system. We report yearly on our progress led initiative to important in reversing nature and biodiversity loss by 2030.

towards implementing the principles. See the
'Principles for Responsible Banking' self-assessment.

UNEP FI Principles for Sustainable Insurance (PSI)
KBC signed the UNEP FI PSI. These principles serve

as the global framework for insurance companies to °
better manage ESG risks and opportunities in their core

business strategies and operations. We report yearly on

our progress in the Principles for Sustainable Insurance’
self-assessment.

systemically ¢
engage important
greenhouse gas
emitters and
other companies
across the global
economy that
have significant
opportunities

to drive the

clean energy
transition, and to
help achieve the
goals of the Paris
Agreement.

Taskforce on Nature-related Financial Disclosures (TNFD)

In 2022, we gradually broadened the focus of our Sustainable Finance
Programme to cover other environmental objectives implying a structured
approach towards these objectives. As a logical next step, KBC became an
early adopter of the TNFD in 2023. As such, we show our intention to start
making disclosures aligned with the TNFD Recommendations in our corporate
reporting for our financial year 2025. However, as part of our commitment,

we have already begun reporting on what we have achieved to date and how
we see our future work in this current report.
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Stakeholder interactions

We engage in dialogue with our stakeholders to closely monitor
and live up to their expectations. We do this at group level and in
each of our five core countries. We listen to our stakeholders and
continuously try to improve our operations in line with their needs
to the extent possible. We also share our insights on relevant topics
and challenges with our stakeholders.

We engage with our stakeholders on a continuous basis
to understand their views on the environmental and social
challenges we face as a society.

We define our stakeholders as an individual or group whose interest
s affected or could be affected by KBC Group's activities. Our
main stakeholder groups are clients, employees, investors and

core shareholders, suppliers, public authorities, non-governmental
organisations and the wider community. We have identified these
groups through thorough analyses and in cooperation with internal
and external sustainability experts.

As part of our structural stakeholder dialogue, KBC in
Belgium organised roundtable discussions around three
sustainability-related themes: female entrepreneurship,
sustainable real estate renovation and the challenges
around net-zero emissions by 2050. The dialogues involved
different stakeholder groups such as academics, non-
profit organisations, entrepreneurs and (local) government
officials. They helped us gather insights that will help us
face the societal challenges of the future.

Filip Ferrante, Johan Thijs and Koenraad Debackere

KBC joined EnergyVille's first Strategic Advisory Council
(STAC). The STAC was established by EnergyVille to inform
and gather advice and feedback from stakeholders.
Members of the STAC are experts from governments,
market, civil society, science and finance. Through our

membership, we had the opportunity to share perspectives

on the energy transition, give feedback on EnergyVille's
ambition as energy innovation hub and provide expert
advice on effectively monitoring stategic impact.

—Qssist

The event offered a unique setting with intimate
roundtable discussions, where real dialogue and
recognition took place. It was clear that KBC is sincerely
committed to achieving tangible results in the field

of female entrepreneurship. | sincerely hope that my

contribution as a female entrepreneur was able to inspire

others.

Sylvia Feytons, Founder Imagik, round table participant-stakeholder
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We enter into dialogue with all our stakeholders on a regular basis.
This guides us in shaping and steering our sustainability strategy. The
table on this page shows our stakeholder groups, the expectations
they raised during our talks and our engagement activities based on
their suggestions. The (Sﬁ% symbol indicates that the memibbers of our
Executive Committee and Board of Directors were involved.

Table 2.1: How we interact with our stakeholders

Stakeholder groups Engagement activities Their expectations
Clients &3h Annual client satisfaction ranking: Client net promotor score (NPS) A trustworthy partner
Complaints management Respect for privacy and protection against cyber risk
O Regular customer panels and customer consultations Transparency
f ] Local engagement by branch network and relationship managers Broad accessibility
Collaboration with clients in their transition to becoming a low-carbon business Top expertise
C D) Webinars on ESG-related topics Innovation
Simplicity, relevant solution and personal advice
Employees &30 Employee surveys (e.g. Shape Your Future survey) Work-life balance

Regular consultations with the occupational health and safety committees, health,
safety and security advisers, and employee representatives

toh Annual meeting of the European Works Council

Regular progress meetings with all staff

StiPPLE, a digital learning and talent platform for our employees.

Personal and professional development
Health and safety
Ethical conduct

Investors and
core shareholders

ton Investor days

Regular roadshows for investors and analysts and dedicated virtual ESG meetings
toh Annual general meeting

toh Review by credit rating agencies

toh Sustainability assessments such as S&P Global Corporate Sustainability Assessment,
CDP, Sustainalytics, FTSE4Good, Bloomberg GEl and ISS ESG
toh Adhoc ESG questionnaires of investors

Value creation

Long-term business model with clear financial
and non-financial targets

ESG as part of our strategy

Transparency

Suppliers

CSR questionnaire as an integral part of our supplier assessments

Supporting suppliers willing to make the adjustments needed to comply

with the KBC Group Code of Conduct for Suppliers

Webinars on ESG-related topics

Vendor meetings on all levels of the hierarchy

Proofs of Concept during which we mutually learn about potential value creation
Transparent, simultaneous communications and approaches in competitive sourcing cases

Transparency

Connect and collaborate to identify opportunities
Strengthen long-term relationships

Shared vision, strategy and values

Shared risk and reward

Joint value creation

Timely payment

Respect contractual agreements

Public authorities

toh Membership of banking and insurance federations

toh Membership of other national and international representative bodies to establish and
maintain relationships with political actors and to achieve closer follow-up of regulatory
initiatives that impact the financial sector (e.g. public consultations)

toh Active participation in networking events

Compliance with applicable legislation

Society

Ll

Regular (one-on-one) meetings with NGOs

Membership of sustainability network organisations

toh Membership of local works councils

Research papers and media analysis

External advisory boards advise us on various aspects of our sustainability strategy and
challenge us on a wide range of topics. These boards mainly consist of experts from
the world of academia.

Local employment
Transparency and good communication

O

A

Clients

O O

il

Society

Grievance mechanism

We have different channels through which our clients and other
stakeholders can voice concerns about our products and services.
We aim to address these concerns and consequently improve our
products and services:

- Direct contact: We recommend that our clients first contact their
bank branch, relationship manager or insurance agent. This is the
person who knows the client best and is best placed to help find
a tailored solution to the clients’ potential grievances.

- Formal complaints channels: \We have formal channels in place
in all our core countries through which our clients can report
complaints. Information albout these channels is available on the
commercial websites of the various entities in our core countries. All
complaints are closely followed up and immediate action is taken,
If necessary. Where needed, the compliance departments will be
iInvolved. Moreover, all complaints we receive are analysed ex-post
by the relevant product or service department in association with
the Risk and Compliance departments.

- Sustainability related requests: Specific sustainability-related
iInquiries or complaints are addressed by the Group Corporate
Sustainability Department via csr.feedback@kloc.be.

External advisory boards (Eﬁﬁ

We regularly meet with our External Sustainability Board, which
mainly consists of experts from the world of academia. The board
advises us on various aspects of our sustainability strategy and
challenges us on a wide range of topics. We see these meetings as
a continuous stakeholder dialogue. By doing so, we keep our finger
on the pulse of what is going on in society. It helps us to determine
the topics we should focus on in our sustainability strategy.
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About this report

High-priority topics

Content
We conduct a materiality assessment every two years to identify the topics that are most important (i.e. most material) to us. We take a 2023 in a nutshell
double materiality approach in line with GRI (Global Reporting Initiative) requirements. This means that we identify topics that have a strong C Our sustainability strategy
impact on us, on the one hand, and on the world around us, on the other. . Tthetcornerstones of our sustainability
strategy
 QOur sustainable business solutions in
The last materiality assessment took place in 2022. Through this The table on this page shows how these topics relate to our the four focus areas
| | assessment, we identified seven high-priority topics. The high-priority  strategic focus and which indicators we use to measure our ' i;‘z‘“s'”‘“tb'."ty:ft"eé”‘“r:: )
. . . . . , - ustainability Dashboar
4 E 1 s | topics are the topics that have the highest impact on society and progress. We track our performance on these parameters using, . The world in which we operate
h rIOrlty tOQCS\ on KBC. These topics shape our strategic focus, and all have a clear amongst others, the KBC Sustainability Dashboard. Please note, Our people
Ope link with our corporate and sustainability strategy. \We descritbe our however, that not all KPIs are available externally and are thus not |
. . . . o . L o ibilit
dur strate iC fOCUS group's impact in relation to these high-priority topics throughout all shared in this report. Hrresponsbiity
g the report. This means we report on the effects our activities have or Sustainable finance
| could have on the economy, the environment and on people. Sustainability facts and figures
. Appendices
High-priority topics Strategic focus Focus domains KPIs Assurance statements
Sustainable and responsible service Environmental responsibility KBC Sustainability Dashboard: GRI Content Index and SASB disclosure
and product offering Longevity and health - Climate target setting
, , , o - Sustainable business opportunity Glossary
Partner in the transformation Environmental responsibility track
to a more sustainable tuture Entrepreneurship - Supporting female entrepreneurship

- Developing the skill sets and
attitudes of young adults regarding
mortgage loans

- BRS: financial inclusion and impact
INnvesting

- Responsible Investing funds targets

- KBC Green and KBC Social Bonds

Increase our positive iImpact
Limit our adverse impact

Sustainable and responsible asset Environmental responsibility KBC Sustainability Dashboard:
management and investing _.ongevity and health - Responsible Investing funds targets
Ethical business conduct Responsible behaviour -inancial literacy KBC Sustainability Dashboard:

and responsible behaviour - Responsible behaviour

» Follow-up on concerns from our
stakeholders

Long-term resilience of Environmental responsibility Our financial KPIs in our Annudl
our business model Financial resilience and Entrepreneurship Report
Data protection and cyber security  Strict risk management Financial literacy KBC Group Information Security

Strateqy targets and metrics

Employee development Our people Longevity and health Our people
and well-being

READ MORE

Full results of the materiality assessment and impact analysis KBC Group Sustainability Report 2022: ‘Appendices: Value creation: our material topics 2022°

Mapping our high-priority topics to GRI Topic Standards 'GRI Content Index and SASB disclosure’

Our corporate strategy KBC Group Annual Report 'Our strategy’

Our sustainability strategy 'The cornerstones of our sustainability strategy’
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We want to chi ) at attracts
high-quality employeessWe henceheo: vest in creating
a pleasant, healthy and inclusive working environment.

e also support our employees to grow their talents, from

onboarding salltheway to theinretitement.
rrrrrrrrv |
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OUR PEOPLE

Team Blue embodies our strong cooperation ability across our
group'’s different business units and our core countries. Through
the various ‘Team Blue' initiatives, we aim to unite employees
from different countries, make them proud of their team and their
company, and enable them to draw on each other’s experience.

KBC Group has a total of 41 000 employees. We see them as one of
the main stakeholders of our group, our biggest asset and our main
driving force. We therefore want to create a working environment
that attracts high-quality employees while motivating them to stay
with KBC for the long term. To this end, we heavily invest in creating
a pleasant, healthy, inclusive and safe working environment. We
also want to enable our employees to grow their talents over the
course of their careers, from their onboarding, all the way to their
retirement. We make sure that we respond to our employees'

needs by engaging in open social dialogue and regular employee
engagement surveys.

Our colleagues at CSOB
Slovakia are also enthusiastic
volunteers. It is their tradition
s 0 go into nature to clean
= forests and water reservoirs.

P \pproximately 50 colleagues
N g & helped to pick up over 200 kilos
.::'.::-_ ¢ & of garbage from Slovakia’s

A2 oldest national park High
& Tatras. They also helped to
&% clean the water reservoir Ruzin,
: using boats, collecting dozens
| of garbage bags of litter.

-

From December 2022 to
April 2023, all employees in
Belgium were challenged

to pick up litter in the
streets. Within this period,
1433 employees collected
32 377 pieces of litter. The
employees could record this
litter in an app. As a reward,
they earned digital coins
that could be spent at the
Werchter Boutique festival, to
which all Belgian employees
were invited. Moreover, KBC
matched this achievement
with a donation of 25 000
euros to an educational
mini-forest planting project
organised by CERA.

K&H organised a plogging

! event — arun during which
d the participants pick up litter

along the way. 30 colleagues
went on a run together

along the Pest stretch of

the Danube. Together, they
picked up more than 100
garbage bags full of waste.
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Our people strategy

Our human resources policy is rooted within our ‘PEARL+ business

culture and group-wide values. The implementation of our people
strategy, moreover, also considers local conditions within each of

the labour markets in which we operate.

We sum up our business culture in the acronym ‘PEARL+"

+ Performance: \We strive for excellent results and do what we
Oromise;

- Empowerment: \We allow the creativity and talent of the individual
employee to blossom;

» Accountability: We meet our personal responsibilities;

+ Responsiveness: We anticipate and respond proactively to
questions and suggestions;

» Local embeddedness: \We view the diversity of our teams and
clients in our core markets as a strength.

The extra '+ dimension reflects our increased focus on the joint
development and smart copying of solutions, initiatives and ideas
within the group, enabling them to be easily implemented across
the board. Finally, we encourage all our employees to conduct

themselves in a way that is responsive, respectful and results driven.

+A
pearl

READ MORE

Our PEARL+ business culture and values
KBC Group Annual Report ‘Our business model: What makes us who we are'

Detailed people indicators
‘Sustainability facts and figures: Employees’

Creating an attractive, safe and healthy working environment

We focus on creating and maintaining a working environment where people feel safe, are free to speak up and able to grow. Moreover, we

are keen for our employees to enjoy the right work-life balance. We have put in place several measures to achieve this balance, among
other things by allowing flexible ways of working. Finally, we want to ensure that our employees receive fair compensation for their efforts.

Health and well-being

KBC highly values the mental and physical health and well-being
of its employees.

KBC has an independent medical prevention department and has
set up Occupational Health and Safety Committees (OHSC) in its
core countries. Their responsibility is to create a healthy and safe
working environment that does not negatively affect the health and
well-being of our employees. In addition, the facilities department
ensures that the lighting, air circulation, heating and ergonomics

in KBC's buildings and office areas are appropriate. Since 2019,

KBC in Belgium has been awarded international health and safety
certification (ISO 45001).

KBC Belgium, CBC, K&H (Hungary) and our Shared Services
Centers in Czech Republic and Bulgaria have all received
a Top Employer certificate.

Concerning the mental health of our employees, we are strongly
committed to preventing excessive stress at work, which can
cause burnout. \We run sensitivity campaigns to make sure our
employees and managers are alert to early signs of stress and
anxiety, and also encourage them to immediately act upon these
symptoms. Moreover, there are several initiatives at local level. For
example, in Slovakia, we offer lectures on work-life balance within
the framework of the DETOX programme. We also offer articles, a
oodcast and workshops on mental health to our Slovak employees.
We particularly targeted our sales teams, as they are a group that
s vulnerable to mental health problems.

New policy for absenteeism and reintegration

In 2023, KBC Belgium initiated a new policy for absenteeism and
reintegration. Within the framework of this policy we:

- Established a multidisciplinary team consisting of first line

contact persons and a mediator. They collaborate and together
set up targeted actions to prevent absenteeism and facilitate
reintegration of absent employees.

* Increased the visibility of the mediator and first line contacts for

our employees.

- Trained the Kate chatbot to help employees find answers on

health and safety topics. In addition, we trained the chatbot to
help employees find their way to first line contacts more easily.

* Increased the support for managers concerning the topics of

absenteeism and reintegration. We did so through in-person
training and a new e-learning programme on how to conduct
conversations around well-being and sickness.

» Optimised existing programmes that aim to support a smooth

return to work after illness. The medical department and re-
integration coaches provide for a proactive follow-up of
employees who are absent due to illness.
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Offering flexible working conditions

In the past years, KBC has increasingly introduced new ways of
working in response to the evolving needs and demands of its
employees. \We have noticed an increased demand for flexible
working conditions. We therefore offer different options in all our
core countries. This includes increased possibilities for working part
time, working from home or working flexible hours. By focusing on
integrating digital collaboration methods, we have been able to
increase flexibility without compromising the quality of our service
delivery to our clients or team functioning.

Kate is a unigue digital assistant for our employees. The Kate
chatbot assists our employees in some of our core countries in
their own HR-related topics and administration. It also assists
them in their daily office tasks. In this way, we aim to provide tools
and services that allow our employees to use their resources as
efficiently as possible.

Rewards and recognition

It is important to us that our employees receive a fair and
competitive salary for their efforts and performance. We
therefore offer all our employees an attractive and balanced
reward package, including variable remuneration. In some of our
core countries and for certain employee groups, this variable
remuneration is partly linked to sustainability-related performance,

Qs is the case for our senior management and executive committee

members (see 'Sustainability governance’)

Developing the talents of our employees

From onboarding to end of career, we want to give every employee the space they need to develop their talents and creativity. KBC has
several tools in place to continuously enable its employees to develop their personal and professional skills, improve their performance and

explore their leadership abilities.

Performance and progression

We want to ensure that each KBC employee progresses along with
their team and in line with our group strategy. We therefore have a
Performance and Progression Management system in place. Within
this system, employees can set dynamic individual progression
goals. Moreover, teams can set common goals together.

The progression on these goals is continuously reviewed, instead of
through annual appraisals. All managers and team members are
actively involved in this process. We also make sure our employees
nave all the tools they need to move towards their goals by
oroviding regular progression dialogues, continuous feedback and
coaching sessions.

Continuous learning

We have created digital platforms to support our employees in

all our core countries to develop their skillsets and to be ready

for current and future roles and functions. The most advanced

olatform is called StiPPLE — an acronym for Skills to improve

Performance Progression Learning and Employability. The platform

orovides multiple services:

- Keep track of employees’ skills. \We have identified a set of 'KBC
hot skills' that every KBC employee needs as well as specific job-
related skills. The platform allows employees to set development
targets on these skills. This is generally done in agreement
between employees and their manager.

» Suggest and provide learning opportunities. The StiPPLE platform
oroposes learning content tailored to the individual needs of the
employee.

» Provide job opportunities. The platform suggests internal job

opportunities to our employees that match their skill profiles based

on the proficiency levels of their competences and development
ambitions.

» Easily apply for open positions. The platform shows how well
the employees’ skills match with the skills required in the internal
vVacancy.
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We also deploy development programmes for our current and
future leaders. First, there are tailored programmes for senior
managers to develop the skills to keep on pursuing KBC's
strategy. These programmes are offered through ‘KBC University'.
The programme is mandatory for all recently appointed senior
managers. It focuses on the PEARL+ leadership model with specific
attention to trust and psychological safety, and adaptive and
inclusive leadership. Additionally, it includes a deep dive into KBC's
overall strategy with a focus on amongst others sustainability,
responsible behaviour and artificial intelligence.

Second, we are actively working on a separate development plan
for top talent management, in which we identify our future senior
managers. An example of this is "Top Talent in Action,” an action-
based learning programme, for 20-25 groupwide top talents. The
focus of the programme is on vision, innovation, change, leadership,
teamwork and self~awareness. The participants work as self-directing
teams on a readlistic case, supported by top management. In 2023
the case was linked to Sustainability.

Passion_ for
innovation?
Think @about IT.

Y

In 2023, we launched the
Plrvi Leadership Academy
in Bulgaria. The goal of
the academy is to offer
training courses that will
help to build and strengthen
the leadership capacity

at UBB. The programme
offers training on, amongst
others, innovation and
digital transformation, and
sustainability. The goal

Is to raise awareness of
these topics and develop
competencies to deal with
issues related to them.

We are actively working
on improving gender
diversity within IT. Within the
framework of our initiative
‘Women in IT & Friends' we
organise monthly events
on a wide range of topics.
For example, we organised
a recruitment event where
we connected with female
students, training on gender
diversity where we learned
about specific female
strengths and discussion
sessions on topics like
micro-aggression. We

also organised women-
led walks, in which women
iNn IT could make new
connections, and the
‘Womentoring track,’ in

which women wanting to receive coaching throughout their careers were assigned a
womentor. The initiative is sponsored by our Chief Information Officer, Isabel van Mele.
Moreover, most events are accessible to women and men. A community to be proud of!

Female leadership programmes in Hungary

I

We have several initiatives to support women
with leadership ambitions within our organisation.

One of these is the K&
IN Hungary. The schoo
colleagues already in

H Women's Career School
Is meant for female

eadership positions and

has been running for several years. It includes
quarterly workshops with panel discussions or
presentations on topics that may be relevant to
their career development.

The aim of the programme is for its participants
to become more conscious about their skills,
strengths and opportunities. If needed, they are
encouraged to expand their boundaries and

take a step out of thel

r comfort zone.

We also provide mentoring opportunities for female leaders who
are considering a senior management position or who need
support in their current role.

In addition to the above, we offer a programme series, targeting
women preparing for their first leadership role. We invite
outstanding women leaders from K&H to the panel discussions to
serve as role models for the participants. These occasions also
provide space for networking.
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KBC sees its employees as a crucial element in carrying out its
sustainability strategy. It has therefore formulated sustainability

as a crucial skill on its StiPPLE platform since 2021. It has also
developed several training courses on the subject:

- A generic training, intended for all KBC employees, was launched
in 2021. The training focused on climate change-related issues.
The goal of the training was to raise awareness about the
significance of transitioning to a more sustainable economy. It
highlighted the key elements of KBC's strategy to achieve this
goal. Finally, the training also highlighted the responsibility of all
KBC employees in carrying out KBC's sustainability strategy.

- Additional training sessions on climate risks, regulatory reporting
requirements and responsible investing areas were launched in 2022.
- In the last quarter of 2023, we launched an e-learning programme
on the basic understanding of biodiversity, pollution, water and
circular economy and why these topics are important for financial
iInstitutions.

Supporting PhD research in Bulgaria

In March 2023, UBB launched a competition for conducting
research and defending a PhD degree on Sustainable Finance

in partnership with the Faculty of Economics and Business
Administration of Sofia University. The competition was
accessible to employees from UBB, UBB Interlease and KBC
Asset Management NV — Branch Bulgaria. Two employees were
awarded the support:

Yuliya Zharova is a Senior Legal Advisor at the Legal Directorate
of UBB. Her PhD focuses on legal trends and risks in the field of
corporate sustainability. She also studies greenwashing by credit
institutions from a legal perspective. Finally, her research focuses
on legal challenges to the achievement of ESG compliance in
sustainable finance.

lvaylo Petrov is a regional key clients coordinator at the SME
Banking Directorate. The goal of his PhD is to develop a model
that can help assess the value that companies create from an
ESG perspective. The aim is for the model to calculate the added
value of a company and generate a unified rating with a minimal
amount of data input. The model will thus add new sustainability
aspects to conventional finance assessment. It could also be
used for different purposes, such as leveraged buyout deals or
equity financing.

More than 90% of KBC's employees followed
our generic training on sustainability.

X

Offboarding and end-of-career schemes

Being involved in the careers of our employees means that we
also work on smoothening the transition of our colleagues towards
the end of their employment at KBC.

We also want to provide our employees with the opportunity to
grow and develop their talents, even towards the end of their
careers. In Belgium and Czech Republic, we have end-of-career
schemes in place that encourage ageing employees to remain
active at their time of life as well as providing them with innovative
career pathways.

- In Belgium, employees at the end of their careers can choose to

work at a lower employment rate. Also, the ‘Minerva programme’
offers employees with fewer than eight years of service left until
retirement the opportunity to share their experience outside KBC,
without losing their employee status. In total, about 150 employees
have already been given the opportunity to share their expertise
and experience in hon-profit organisations.

- In Czech Republic, our employees enrolled in the '55-plus

Programme’ get to pursue their career to the benefit of non-profit
organisations and public benefit institutions.

\ Working in the social sector has been a reality
. ‘ check. But it is satisfying to know that | can mean
something for the people | work with. And I'm
happy to do something different at the end of
my career, without giving up on my job security.

Dirk Van Den Bossche —
i Participant in the Minerva Programme
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Improving the work experience of our people

We want to be in touch with the sentiments, needs and views of our employees, and adapt our organisation accordingly. We therefore
isten to our employees carefully by regularly conducting employee engagement surveys. We also invest in regular social dialogue with

employee representatives.

Employee engagement surveys

KBC conducts a six-monthly employee engagement survey in
all its core countries. The goal of these surveys is among other
things to consult our employees on:
+ The engagement they feel with regard to the organisation.
Engagement is based on pride in working for the
company, motivation to do one’s job well and commitment to
KBC.

- The ways in which they view thelr career opportunities and

opportunities for personal development within the organisation.

- How they experience the digital transformation and the way it
iImpacts their jobs.
- How they perceive KBC's sustainability approach.

Overall, the results of the surveys

show that 72% of our employees feel

engaged with KBC. The engagement

rate is in line with previous years.

Employees are proud of KBC's

iINnnovative approach and its stability as an organisation and an

employer. Furthermore, the survey results are used to decide on

further actions to improve our employees’ work experience and

their engagement towards the company. This includes initiatives
to further support managers in their role as coaches.

For detailed results of the survey, we refer to the ‘Sustainability

facts and figures' section in this report.

Social dialogue

We regularly engage in constructive dialogue with our employees
and our formal employee representation groups. Related to

this, we fully support the freedom of association and the right to
collective bargaining. The goal of these dialogues is to balance
the interests of KBC and its employees. Examples of issues that
may be discussed are payment and employment conditions,
reorganisations and well-being.

Though a group-wide practice, the dialogues are generally initioted
on an individual country or legal entity level. Discussion topics may
thus also differ per core country, as they may focus on particular
local social issues. The dialogues are also shaped according to

the local practices and laws

of each country. The European

Works Council brings together

the employee representatives

from all core countries and senior

management once a year. buring
these meetings, topics of cross-border importance are discussed.
As such, we ensure that there is a forum for discussing the impact
of decision-making at group-level.

Most KBC employees are covered by collective bargaining
agreements and formal employee representation. The proportion
of employees covered by such agreements differs per country since
the collective bargaining mechanisms and trade unions are less
common in some of our core countries.
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Diversity and inclusion

Content
We want to create a diverse and inclusive working environment. Our diversity approach is strongly rooted in the value of Respect. This means 2023 in a nutshell
that we treat all our people equally in all circumstances and that we want every employee to feel recognised and empowered and to have Our sustainability strategy
equal opportunities. We further specify our approach towards these values in our Diversity policy. Within this policy, we focus particularly on Our people
gender diversity. Moreover, every business or country can add specific actions or focus on other diversity areas, depending on their context. » Our people strategy

« Creating an attractive, safe and
healthy working environment

 Developing the talents of our
employees

Gender dlve rSIty - Improving the work experience of

our people

* Diversity and inclusion
Within our Diversity policy, we have adopted a specific focus Our responsibility
on gender diversity and equality. In the long-term, we aim to
achieve a gender distribution at leadership level that reflects
the diversity of our general workforce. Currently, the workforce is
well-balanced with 57% women and 43% men. Yet women remain
underrepresented in the higher echelons of our organisations,
especially senior management.
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In 2023, KBC was again included in the Bloomberg Gender-
Equality Index. This is in recognition of our efforts in favour
of gender equality and an inclusive workplace within the
organisation.

We aim to further improve the gender distribution within our

leadership in three ways:

» Develop the skills of our female colleagues and attract women
with the right skills and ambition levels.

+ Encourage senior management to formulate ambition levels and
action plans with regard to women in managerial positions.

» Adapt and support HR processes and practices, e.g. by publishing
gender-neutral job vacancies. Also, to support gender diversity
INn the higher echelons of our organisation, we have set a goal
of having one female and one male candidate for every new
senior management nomination, provided they have equdl
qualifications.

Our Executive Committee monitors the progress on our goals and
actions twice a year.
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Laura Lumingu, Corporate Culture and Diversity and Inclusion Officer

Could you introduce yourself and explain what role you play in
diversity and inclusion at KBC?
started working at KBC thirteen years ago. | have had different

Together with my colleagues, | help to make diversity and inclusion
(D&I) concrete for the entire group through policy. We keep an eye
on specific challenges in each of our core countries. For Belgium,
also help to create and implement an action plan based on this
oolicy.

also volunteer at Diversity Rocks, a network through which we take
oottom-up initiatives around D&l in our core countries.

Why are diversity and inclusion so important to KBC?

At KBC, we put our corporate culture, PEARL+, at the heart of
everything we do. At the core of PEARL+ lies the value of respect,
which guides our interactions with clients and colleagues. We want
to create an environment where:

- Everyone is treated with respect and responsibility;

- Bveryone is enabled to be their authentic selves and freely express

thelr opinions;

- All employees are treated egqually and receive fair treatment in
every circumstance;

+ An open mindset prevails.

Have you seen progress since you started?

For a long time, the focus was on gender. This is only logical, since
more than half of KBC's employees are women and we didn't see
that percentage reflected in senior positions.

Since a few years, our view is broader. We are now looking at

a more comprehensive D&l approach with a focus on inclusion.
Responsible and inclusive behaviour is now also on the strategic

oositions. Today, | work at the Corporate Culture department in HR.

We want to make KBC an inclusive and diverse workplace. We have already taken big
steps to achieve this, with tailored actions in all our core countries.

agenda within HR. We now consistently address questions like
where we still see barriers and how we can counter unconscious
pbiases. We investigate this with a data-driven approach.

The Diversity Rocks employee network has also shifted its focus
from gender to diversity and inclusion. This brings together a more
diverse group of colleagues. Internationally, age and disability are
iImportant issues.

In 2023, we founded the Proud@KBC network in Belgium. This was
inspired by the Czech LGBTQ+ network Proud@CSOB. We also
organised our first Group Diversity Day in 2023.

Where do you think we still have steps to take?

With HR, we strive for more inclusion across the employee life cycle.
To this end, we have now set up a wide-ranging study, which
should lead to concrete recommendations. Moreover, we actively
isten to the experiences and needs of our colleagues through
focus groups, surveys and other participatory methods. In 2023, we
organised surveys on disability and neurodiversity. The insights from
this study enable us to take concrete steps to increase accessibility
in the workplace and create an even more inclusive culture. We
also want to pay attention to colleagues in the final phase of their
careers. These are just a few examples of how we continue to work
on D&.

Of course, D&l is more than just an HR topic. For example, we also
need to create an accessible (digital) environment for our clients.
Every client, with or without disabilities, should feel welcome when
visiting a bank branch or insurance agent and be able to access
our digital services. By informing our colleagues about the nuances
and possible limitations, we want to contribute to a respectful
atmosphere and an accessible environment. This is something that
we continue to work on.
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of pare

succesfully returned
after parental leave
thanks to the parents’
programme at CSOB

- 87%

We aim to create gender equality when it comes to the rewards
and compensation our employees receive. We prioritise equal pay
for equal work, ensuring that there is fairness in compensation
across roles and career levels.

We also actively measure gender pay. This helps us find and
address any structural barriers that hinder gender equity. We
measure the gender pay gap in two ways:

- The unadjusted gender pay gap represents the raw difference in
average pay between male and female employees. This basic
calculation highlights to some extent the gender pay gap, but it
does not account for factors like local economic context, job roles
or experience.

-+ The adjusted gender pay gap takes into consideration various
factors that influence earnings. This measurement method aims to
account for variables that could explain pay disparities other than
gender. We believe that this provides a more insightful view on

gender pay gap.

In 2022, we calculated the adjusted pay gap for Belgium and
Czech Republic, our two main core countries. Our calculations have
shown that the adjusted pay gap in these countries is negligible,
respectively, 111% and 292%. Our ambition is to develop a validated
methodology for the other countries as well. The difference with
the unadjusted pay gap (14.76% in Belgium and 30.80% in Czech
Republic) is explained by different factors, for example by the fact
that the majority of roles that are linked to higher compensation
were historically more often filled by men. To a smaller extent, the
gap can be attributed to the fact that men tend to have longer
tenure in KBC. These findings have inspired, and will continue to
iINspire, actions to also decrease the unadjusted pay gap. For
example, remuneration for new senior management appointments
s set at the same entry level for male and female candidates.

We have several policies and support mechanisms in place for
(young) parents. This includes:

- Parental leave

» Childcare options

» Lactation facilities

- Flexible working options

 Programmes for female colleagues returning from parental leave.

Our local parental leave and family care policies meet the legadl
standards in all our core countries. In some countries, we go beyond
what is required by law. We provide more detailed information on,
for example, the number of weeks of parental leave and workplace
flexibility options for parents in the ‘Sustainability facts and figures'
section of this report.

Parents’ programme at CSOB

At CSOB in Czech Republic, there is a specific programme in place
for new parents. The aim of the Parents Programme is to:

- Stay in touch with the company;

» Help prepare expecting parents for everything related to
maternity leave;

- Help with adaptation upon return through the ‘Parents Academy/,
which offers workshops around the topic of employment and
parenthood;

- Create job opportunities during parental leave and upon return;

* Provide infrastructure such as company kindergartens and
provide childcare allowances to facilitate the return to work.

These actions are especially important since formal childcare
provision in Czech Republic is poor and the parental leave in
Czech Republic is one of the longest in all the European countries.

This has a negative effect on maternal employment. Running our
own daycare facilities, for example, therefore contributes to more
equal chances for parents. The results of the programme show this
too, with 21% of parents working during or instead of parental leave
and 87% of parents successfully returning after parental leave.
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Employing people with disabilities

We also focus on the inclusion of our colleagues with a disability.
For example, in Czech Republic, it has become an integral part

of our corporate culture to provide opportunities to people

with disabilities. As a part of this, we have recruited nearly 20
colleagues with a disability. Today, they are fully-fledged members
of our teams. There are significant benefits for both parties. Our
colleagues can grow professionally and expand their qualifications
while, at the same time, applying their knowledge within our
organisation. We offer them work in various fields, including
digitalisation, complaint processing, and financial and capital
markets.

READ MORE

The key behaviours expected from all our employees
KBC Group Code of Conduct

The way we approach Diversity and Inclusion at KBC
KBC Group Diversity and Inclusion Policy

CBC4Diversity gives
people with disabilities

the opportunity to do an
internship at CBC Banque.
To do so, CBC cooperates
with EFE (Espace Formation
Emploi), a training centre
for people with disabilities
who wish to train or reorient
themselves professionally.
So far, CBC has welcomed
four of their interns. The
Initiative has proven to be
an enriching experience for
both sides. CBC plans to
continue and expand this
collaboration in the years to
come.

Unconscious bias

We recognise the negative impact of unconscious bias on
collaboration and innovation. To address this, we offer unconscious
bias training through e-learnings and workshops to all our
employees. In the spirit of leading by example, our senior managers
and colleagues in leadership roles are also obliged to take the
e-learning module on unconscious bias. This empowers our
workforce to recognise and challenge biases, fostering a shift from
unconscious bias towards conscious inclusion.

Network organisations on diversity and inclusion

There are several networks and employee-led groups within KBC
that aim to promote diversity and inclusion within the organisation.
The groups offer employees a safe environment to support one
another and focus on various aspects of inclusion within the
company, including gender, disabilities, age diversity, cultural
background, LGBTIQIA+, parenthood and inclusive leadership.

In 2023, we organised our
first Group Diversity Day, an
Inspiration day connecting
different colleagues from
our core countries. During
this day, we addressed
different topics related to
diversity and inclusion.
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The networks allow our employees to connect and share
experiences around these topics. They do so, for example, by
organising workshops, informal meetings and webinars. Once @
year, they gather at a virtual event to connect and share best
practices.

The local networks on diversity and inclusion are sponsored by o
local Board member. Next to this, two Group Executive Committee
members are membpers of the International Steerco for Diversity
Rocks. Within the Steerco, ideas and best practices of all local
INnitiatives are shared.

Inclusive panels

In Belgium, we have signed the Inclusive Panels Charter. The charter

encourages companies to pay attention to the balance of gender,
generations and different backgrounds to be included in panel
discussions. This will ensure rich and open debates that generate
iINnNnovative ideas.

Different generations work
together, each with their
own set of expectations. At
CSOB Slovakia, managers
at all leadership levels were
offered a workshop on
generational diversity. The
workshop helped them to
develop their leadership skills
with respect to working with
different generations and
their specific needs.
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OUR RESPONSIBILITY

It is crucial for us that we act in a responsible and ethical way.

Only in this way can we gain and keep the trust of our stakeholders.

We see this trust as the foundation of our existence and our ‘social
licence to operate’. To earn our stakeholders' trust, we genuinely
care about and encourage the responsible behaviour of all our
employees. We also act according to strict business ethics. This
consists of diligently following (local) laws and regulations, on the
one hand, and respecting our additional corporate policies, on
the other. Furthermore, we particularly focus on respecting human
rights throughout all our activities. Finally, our rapidly evolving
digital world brings its own share of challenges. We proactively
deal with cyber and information security threats. We also strictly
respect the privacy of our stakeholders and deal with personal
data in a lawful and transparent manner.

Responsible behaviour

We truly consider the responsible behaviour of our employees

to be the foundation of everything we do. Individual integrity,
competence and open communication, complemented by a sound
risk awareness, form the cornerstones of responsible behaviour.
Responsible behaviour is also the foundation of an effective and
credible sustainability strategy. This, of course, goes further than
merely following applicable rules, regulations and corporate
oolicies.

The way we view and define responsible behaviour is strongly

rooted in our corporate culture and values. This drives us to behave

IN ways that are:

- Respectful: We treat everyone equally. We are transparent. We
trust others and appreciate them for who they are and what
they do;

- Responsive: We are open to different ideas and we respond to
suggestions and questions spontaneously and positively;

» Result-driven: We do what we promise and meet our objectives.
We deliver quality and do so on time and in a cost-effective way.

READ MORE

Our PEARL+ corporate culture and values
Our people’
KBC Group Annual Report 'Our business model: What makes us wo we are’

The way in which we expect our employees to behave responsibly
is outlined in our Code of Conduct for employees. Our employees
receive mandatory training on the KBC Group Code of Conduct

on a regular basis. Moreover, we have drafted a ‘My Responsible
Behaviour Compass’. The compass outlines basic principles of
common sense around responsible behaviour. It addresses the risks,
standards, policies, processes and structures to maintain KBC's
high standards on responsible behaviour. The compass is easily
accessible to KBC staff in all local languages. Both documents also
address how to act responsibly in response to the dilemmas that
we face every day in our line of business.

Accountability

Senior management is primarily responsible for creating the right
environment, nurturing the right behaviour in the organisation and
actively shaping the collective attitudes within KBC. At the same
time, all employees are accountable for behaving responsibly in all
circumstances and along the lines of KBC values.

Awareness training

We have put in place several initiatives to raise awareness of
responsible behaviour, both at group level and at a local level.
We have been providing an online training module on responsible
behaviour since 2020. So far, almost all our employees have
completed this training course. The training is also a part of the
onboarding programme for new employees.

To keep awareness on responsible behaviour among our employees
high on the agenda, a new mandatory webinar on responsible
behaviour was launched in September 2023. The webinar deals
with the importance of business ethics and responsible behaviour
within financial institutions. In the webinar, real-life examples are
discussed that can provide practical insights that employees can
implement in their daily activities. The webinar concludes with a set
of principles that employees need to acknowledge. By the end of
2023, /5% of employees had already viewed it.

As a financial institution, we inevitably face dilemmas and complex
decisions on a daily basis. All our senior managers, therefore, follow
a dilemma training session within the framework of our senior
management development programme. The training supports
senior managers on how to discuss dilemmas or complex decision-
making with their staff members.

The training sessions have resulted in the development of the 'KBC
Decision Wheel'. The wheel gives a roadmap that our employees
can follow when facing difficult decisions.

We believe it is our responsibility to contribute to improving
the general public's understanding of financial concepts
and products. Studies show that the foundation of financial
literacy should be laid at an early stage. In several of our
core countries, we have therefore developed teaching
programmes for young people. In Belgium and Czech Republic,
these programmes are offered under the ‘Get a Teacher’
programme. Within this programme, our employees visit
schools to teach about a range of money matters. They
address guestions like: What exactly does a bank do? How
does a loan work? What if you want to start a business later?

In 2023 alone, we reached around 35 000 students in 450
schools in Belgium and Czech Republic together. More than
650 KBC employees were involved in the teaching.
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W e ' 't is crucial that employees are aware of why the rules are there in the first place. This
I awareness is created by a corporate culture in which it seems ‘obvious’ to behave in o

very useful.

Geert Demuijnck, Professor of Ethics at EDHEC Business School — Lille and memlber of KBC Group's external advisory boards

Could you give a definition of responsible behaviour?

To put it concisely: responsible behaviour is about competence,
transparency and clear communication with clients. It is also about
integrity and providing solutions that serve clients' interests.

In business, and elsewhere, people do the right thing when their
action is based on the right intentions. Profit may be one of them.
Yet, it cannot be the only one. It is important to find a balance
between the interests of a bank and those of its clients. So, it is
important to sell services and investments that fit with clients'
demands, needs and risk profiles.

A further important point is to have the reflex to seek advice

when one has doubts. During the financial crises of 2008, a lot of
misconduct was related to incompetence, and not to opportunism
or greed.

Why is responsible behaviour so important, especially for a
financial institution like KBC?

Responsible behaviour is essential to gain the trust of clients.
People could never entrust their money to a financial institution
If there wasn't an extremely high level of trust. So, without it, the
financial sector could not exist.

Trust is built up over a long time, but it can disappear very quickly.
Financial institutions have to make sure that employees at all levels
comply with the rules to avoid controversial situations. A strong
compliance policy is thus very important.

responsible way. This is where a mandatory webinar like the one produced by KBC is

't is also very important that employees are aware of why the rules
are there in the first place. This awareness is created by a corporate
culture in which it seems ‘ocbvious’ to behave in a responsible way.
This is where a mandatory webinar like the one produced by KBC is
very useful. And such a corporate culture is also only possible if the
executives lead by example.

Is ‘responsible behaviour’ something static, or does the concept
evolve over time?

The basic principles | mentioned before, such as competence,
iINtegrity and transparency are static, of course. But the business
evolves quickly, and new grey zones appear. This can relate,

for example, to new, complex financial products of which the
investors cannot always analyse the details, the processing of
data for marketing purposes or technological evolutions in cash
Mmanagement.

Moreover, regulations generally and logically, lag behind the
events/facts that necessitate them. That is exactly why we need
responsible behaviour as a permanent mindset and attitude. The
point is not to look for loopholes in the regulation and cynically
exploit them. Instead, we need to keep up a constant discussion
about how our values should be incorporated in new business
oractices. We also need to keep on anticipating new regulations
and evolutions — think about climate policies — that are likely to be
rolled out in future.
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whistleblowing
cases reported to
group management

Business ethics

At KBC, we strictly follow our corporate policies and guidelines to
ensure ethical business, ethical behaviour, openness, transparency,
discretion and privacy. All information related to our policies,
guidelines and codes of conduct can be found on our corporate
website.

KBC's Corporate Compliance Division closely monitors how KBC's
corporate policies and guidelines are implemented, and takes
proactive actions to keep them in line with the updated regulatory
requirements. We also guarantee that all our policies are compliant
with the laws and regulations in the markets and countries where
we operate.

Our corporate policies
KBC Code of Conduct for KBC Group Employees

KBC Group Anti-Money Laundering Policy

KBC Group Ethics and Fraud Policy

KBC Group Anti-Corruption and Bribery Policy

JS Patriot Act Certification

KBC Group Tax Strateqy

BC Group policy for the Protection of Whistleblowers

K
KBC Group Corporate Public Affairs Policy
K

BC Dedling Code

Whistleblowing and speaking up

We encourage our employees to speak up and report actual

or potential misconduct. The way in which our employees can

do so is detailed in our global whistleblowing policy, which forms

a part of our KBC Group Code of Conduct for employees. Our
employees can report (potential) misconduct either via the intranet
or via a dedicated contact point (reporting@kbc.oe). They are
actively encouraged to do so through information campaigns and
'Ethics and fraud’ training. Our employees are also encouraged

to report products or processes that appear unethical, unfair or
contradictory to our values (business.ethics@klbc.be).

KBC assigned the local compliance departments to receive and
follow up on whistleblowing reports. They investigate each case and
evaluate whether there are incriminating and exculpatory elements.
Without disclosing confidential information, they report to local and
group management on the number and nature of these cases. This
year, 28 cases were reported to group management.

Furthermore, in 2023, we launched a new reporting tool following
the requirements of new Belgian legislation that aims to protect
whistleblowers. This tool allows employees to anonymously report all
forms of misconduct, including discrimination and retaliation against
employees. The tool is available in all of KBC's core countries.

Responsible artificial intelligence (Al)

We regularly use Al tools to work with large amounts of data on our
clients. This poses specific risks related to the security and privacy of
our clients and stakeholders. We have therefore created a framework
on ‘Trusted Al'. The goal of the framework is to assess and effectively
manage the risks related to the Al models that we use. The framework
oarticularly focuses on responsible behaviour, data protection and the
orotection of client privacy. Through this framework, we aim to avoid
the following issues that may harm our clients:

- Unfair treatment;

 Discrimination:

- Bias;

+ Security Issues;

- Inferior quality.

The current version of the framework complies with the latest EU
requirements and is integrated in our governance regarding the approval
of Al models in KBC. The framework is embedded in the Al models we
use and reviewed annually in case any adjustments are required.

The tool is currently being used in our Belgian entity. Alongside

this, the tool is being piloted in Czech Republic and, in 2024, we

will further investigate the implementation of the tool in our other
countries as well. We have integrated the frameworks' concept into
the data literacy training that is available for all staff. This means
that our staff is aware of the framework requirements and its
implementing rules.
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https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/OurApproach/CSR_OA_policy_PolicyfortheProtectionofWhistleblowersinKBCGROUP.pdf
https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/OurApproach/CSR_OA_policy_CodeofConductforKBCGroupEmployees_MAR14.pdf
mailto:reporting@kbc.be
mailto:business.ethics@kbc.be

Anti-money laundering

We have set up a general ‘Anti-Money Laundering policy’
framework to counteract money laundering and the funding of
terrorism. \We monitor compliance using an Al platform that was
developed in-house that detects illegal activity which might

be linked to money laundering. We also meet the regulatory
obligations to report suspicious activities linked to money
laundering.

In addition, we train our employees in order to increase awareness
on this topic. All our employees, including senior managers, receive
training that details their duties regarding anti-money laundering.
These training courses take place online or face-to-face. During the
training sessions, real case studies are explored.

Spearheading the war against financial crime with Al

In 2022, KBC launched Discai, an independent
subsidiary of KBC. Through Discai, KBC
commercialises the Al applications that we
have developed in-house to third parties.

Discai’'s main offer is that of an innovative, Al-
based Know Your Transaction (KYT), Anti-Money Laundering
solution. A comparison has shown that their AML solution
outperforms all solutions currently available in the market
threefold when it comes to identifying disguised money
transactions.

The tool is currently operational in six European countries, where
it actively scans nearly 15 million clients for suspicious money
laundering activities. Since the launch of Discai, discussions
have been started with over 50 prospective clients throughout
Europe. Moreover, at the close of 2023, four non-KBC group
financial institutions had started projects using our KYT AML
solution. By expanding the tool to other financial institutions
worldwide, Discai can play an important role in the fight against
financial crime globally. Existing technologies are proven to be
insufficient to detect money laundering. Only a marginal 10% of
money laundering activities are currently detected. This leaves a
significant challenge for the financial sector.

Responsible taxpayer

Our KBC Tax strategy ensures that KBC Group act as responsible
taxpayers. The strategy is rooted in our Responsible Behaviour
ohilosophy and acts according to the following values:

- Accurate tax compliance;

» Responsible tax risk management;

- Legitimate tax planning based on sound business reasons;

- Full tax transparency;

- Independent Tax Function from the business.

Consequently, our employees are not allowed to provide any kind
of advice or assistance to clients in terms of tax avoidance or the
violation of regulations.

The penalties for violations for tax abuse and illegal tax evasion
can be severe. KBC supports its employees by providing a training
module on the tax prevention policy for bank experts. In 2023, 87%
of the target group completed this course successfully.

Public policy engagement

KBC Group Corporate Public Affairs Policy strictly prohibits any
type of political involvement and expressing political convictions.
This rule applies to all our staff members in the KBC Group and

s guided by our KBC Group Code of Conduct for employees.
Also, KBC simply rejects any requests for financial or other type
of contributions to political parties, government organisations,
ooliticians or campaign events. The highest level of direct
responsibility for key public policy issues lies with our Executive
Committee.

READ MORE

Human Rights

KBC is committed to respecting human rights. Our aim is to reduce
any potentially negative impact on society and our value chain.
To this end, we follow the OECD Guidelines for Multinational
Enterprises on Responsible Business Conduct and the UN Guiding
Principles on Business and Human Rights.

Furthermore, in 2006, KBC pledged to adhere to the principles of
the UN Global Compact, the world's largest corporate responsibility
initiative. We keep our stakeholders updated on our progress
related to these commitments. Our annual Communication on
Progress can be found on the UN Global Compact website.

WE SUPPORT

KBC Group has been committed to the

UN Global Compact corporate responsibility
initiative and its principles in the areas of
human rights, labour, the environment and
anti-corruption since 2006.

We strictly cease any human rights violations by:

» Formalising our KBC Group Human Rights Policy. We also regularly
update this policy;

 Implementing specific policies and due diligence processes on
human rights;

- Adopting zero-tolerance policies to circumvent any plausible
controversial activities:

» Improving the implementation of the UN Global Compact
Principles in our daily operations.

READ MORE

KBC's approach to human rights
KBC Group Annual Report '‘Our role in society: Focus on human rights'’

KBC's tax strategy and country-by-country reporting of KBC Group
KBC Group Annual Report: 'Financial Statements'’

KBC Group UN Global Compact Communication on Progress
UN Global Compact website
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of our employees
have completed
a training in cybersecurity

Information security and cyber risk

Digital technologies play a major role in our organisation. They
help us to efficiently run our business and connect with our clients.
Yet, digitalisation results in greater exposure to cyber attacks.
Unfortunately, cyber attackers are more experienced than ever
when it comes to detecting the weaknesses of an ICT system. This
means that we must be one step ahead of them. Our focus at KBC
Is to ensure that our clients and our entities are protected against
cybercrime. We use a variety of proactive security controls to

stop all cyber attacks before they can cause any harm to our ICT
systems.

Our main priority is to protect our clients’ data and our ICT systems.

One of the principles of ‘our social licence to operate’ is to retain
our clients and stakeholders’ trust. We therefore aim to avoid any
breaches that can lead to legal, reputational and financial harm.
We do so by installing highly secure and reliable ICT systems

and maintaining robust data protection procedures. We also
consistently monitor our systems and the environment.

Predictions indicate that cyber threats will remain a major risk for
KBC. Information security, including cyber crime fraud is therefore

Besides supporting the
digital transition in our own
activities, we also support
society in this digitalisation.

CSOB Slovakia launched

a Digital Smart Grant to
support digitalisation in
education. In 2023 the
grant funded 155 000 euros
to several projects in the

internet safety for children
and adolescents, the
creation of smart innovations
and process simplifications.
The beneficiaries of the
grant were schools and
municipalities.

Sharing knowledge on cyber security

KBC Bank Belgium is a member of the Belgian Cyber
Security Coalition. This is a unigue partnership between

academiq, public authorities and the private sector. The goal

of the coalition is to fight cybercrime. KBC is the co-chair of
the Governance, Risk and Compliance focus group of this
coalition.

We also contribute to educational initiatives. For example,
we collaborated on publishing a Cyber Security Guide for

domains of digital education,
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In 2023, KBC experienced several cyber incidents, mainly driven
by geopolitical tensions. None of these incidents caused major
damage to our systems or had a serious impact on our customer
service. This is mainly the result of our mature internal controls,
strong detection mechanisms and swift management response.

KBC Group also has a comprehensive insurance programme to
mitigate the possible financial doamage of a potential cyberattack.

therefore help SMEs to get an overview of the basics. We
also support them in establishing cyber security measures.
This enables SMEs to improve their cyber security levels,
reduce cyber security risks, mitigate vulnerabilities and
improve their resilience. The framework is user friendly and
simple, so that it is accessible to a wide group of SMEs.

READ MORE

More information on KBC's information risk management
KBC Group Information Security Strategy

KBC Group Annual Report ‘Non-financial risks: Information risk management’
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Information risk management

KBC has installed a Competence Centre for Information Risk
Management (IRM). Its main goal is to protect KBC against threats
to data and information. This includes cyber crime related fraud,
risks related to information security, IT-related risks and business
continuity management. All of these threats may lead to a loss of
integrity, loss of confidentiality and unplanned unavailability.

The group IRM department reports regularly and directly to the
Executive Committee, the Board of Directors and the Risk and
Compliance Committee.

Furthermore, we apply a robust information security programme
consisting of strict information security governance and solid
prevention and control mechanisms. This programme’s security
standards are based on the SO 27001 and comply with the
FEuropean Banking Authority (EBA) guidelines’ regulations and
directives.

We continuously monitor the efficiency of our information security
controls. In this regard, we also perform deep dives, especially
hard testing such as ethical hacking, incident readiness drills and
vulnerability scans. We take immediate risk mitigation measures if
we detect any defect or shortcoming in the system. Additionally,
internal and external auditors regularly control and assess the
implementation of these surveillance mechanisms.

1 -
f
B
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In June 2023, KBC Global Services, together with external
parties, organised a hackathon on cybersecurity and ICT Risk
Management.

The event took place in Varng, Bulgaria. The goal of the
hackathon was to engage with the ethical hacking community,
to foster awareness on ICT threats and to improve KBC's security
measures. This gave us an opportunity to detect any potential
Improvement points in our system.

Given the importance and potential severity of IT security risks,

we continue to focus on awareness of the issue among all our

employees. In 2023, we did so by:

+ Organising cybersecurity training sessions for all employees.

- Organising periodic awareness campaigns. For example, in 2023,
we organised 'Security On', which educated our employees on
how to lbehave In a cyber-secure way.

- Performing group-wide simulation tests of phishing, smishing (SMS
ohishing) and vishing (voice phishing). Our employees are assessed
on their performance in these simulations. Managers are made
aware of the results of their teams. Colleagues who repeatedly fall
the tests are offered additional training to improve their skills in this
ared.

+ Encouraging our employees to attend international ‘Cybersecurity
Month' campaign sessions each year. In 2023, employees from
all entities participated in topic-specific webinars such as
cyberwarfare, cyber crime and the threat landscape.

» Organising regular training courses and workshops for software
developers on secure coding and for all [T personnel on multiple
generic security.

We also continue to organise activities to create cyber risk
awareness among our clients. This includes phishing, smishing,
how to protect their computer systems against online threats and
general tips on how to act in a cyber-secure way.

4.5
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Privacy and data protection

Processing private data is part of our daily business. We respect the privacy of all our stakeholders and comply with the General Data
Protection Regulation (GDPR). This allows us to ensure that we process personal data in a lawful and transparent way.

We process and protect large volumes of (personal) data every
day using Al and smart data analysis technologies. This makes

it possible to offer our clients the right solutions. Yet, using these
amounts of data also makes us accountable for doing so in

a responsible way. To this end, KBC strictly follows the GDPR
guidelines and our own privacy policy in all services and each new
service we launch. Our privacy policies are publicly available on our
communication channels in each of our core countries, such as our
local websites and mobile applications. The privacy policies for our
Belgian retail clients, for example, are available to be consulted on
our Belgian commercial website www.kbc.be.

This means that we guarantee the following data protection

principles:

- Purpose limitation: We use data solely for the purpose for which
they are collected:;

» Data minimisation: We only collect the data we need;

» Transparency: We are fully transparent on the data we collect
and how we use It.

Moreover, by following our privacy policy, we show that we are

committed to:

» Accuracy principle: Keeping personal data accurate and up to
date;

» Integrity and confidentiality principle: Securing data against
unauthorised access, loss or domage;

+ Storage limitation: Destroying the data once they are no longer
needed.

Furthermore, our clients can decide themselves what we are
allowed to do with their data. We transparently communicate to
our clients through an unambiguous privacy overview. They can
also adjust their choices at any time.

Finally, we have several systems and mechanisms in place that
ensure that data are handled correctly and responsibly throughout
the group. This includes:

- New and Active Products Process (NAPP): Any new service,
oroduct or change we launch needs to go through the NAPP.

The goal is to evaluate risks and provide advice for improvement
before the launch of the product or service. NAPP explicitly
considers GDPR and other privacy rules.

» Cloud Enablement Forum for Third Parties: \When data are
exchanged with third parties (e.g. through a cloud), we control
data security and GDPR compliance through a ‘cloud enablement
forum’. The forum evaluates all the risks before exchanging data
with third parties with whom sensitive data will be exchanged
and proposes necessary risk mitigating measures. In addition, we
set contractual agreements with these third parties, and a Data
Processing Agreement (DPA) to ensure diligent personal data
processing on thelr side.

 Data Privacy Training for our Employees: KBC organises a set
of mandatory training courses for all employees on privacy and
the cautious handling of personal data. The content and detail
of the training depend on the jobs and specific situations of our
employees.

+ Code of Conduct: Our KBC Code of Conduct explicitly mentions
that any type of privacy infringement is absolutely prohibited. We
remind KBC employees to be cautious about this subject with
regular awareness campaigns. We regularly monitor our systems
to detect any potential breaches. In case of infringement, e.g.
unauthorised consultation of customer data while servicing the
client, we take immediate internal actions to protect the client.

READ MORE

More information on privacy and data protection at KBC
KBC Group Annual Report '‘Corporate governance statement’
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SUSTAINABLE FINANCE ~

About this report

Our approach to sustainable finance

Content

We want to contribute to sustainable societies through our main activities: financing, insuring and investing. We also want to increase the 2023 in a nutshell

sustainability of our own operations. This section of the Sustainability Report details our approach to sustainable finance, which is strongly
rooted in our overall sustainability strategy. It explains how we respond to the main environmental, social and governance (ESG) topics Our people
currently at stake.

Our sustainability strategy

Our responsibility

. : L . : . Sustainable finance
Finally, we support financial inclusion through microfinance and

microinsurance through our partnership with BRS.

»+ Our environmental impact: We are working on our environmental
impact within the framework of our Sustainable Finance
Programme. In the final part of this chapter, we focus on this
orogramme in depth. This section also includes our TCFD
(Taskforce on Climate-related Financial Disclosures) report, in
which we focus on our direct and indirect climate-related impact.
We are also taking the first steps towards aligning our disclosures
with the TNFD (Taskforce for Nature-related Financial Disclosures)
recommendations. Glossary

The chapter consists of four parts, each addressing a part of our

approach to sustainable finance.

» Our sustainability policies: We have a set of sustainability policies
in place that define how we include sustainability in all our
business activities. We aim to gradually restrict the most harmful
activities by implementing these policies.

+ Sustainable investing: Sustainability plays an important role
iN our investments. This is true for our own investments and
the investments we make for clients. For our clients, we see
Responsible Investing (Rl) as the preferred solution.

» Our social impact: We want to increase the positive societdl
impact of our main activities. We also aim to increase the
affordability and accessibility of our products and services.

» Our approach to sustainable finance
 Our sustainability policies
» Sustainable investing

« Our commitment concerning our social
impact

« Our commitment to the environment

Sustainability facts and figures
Appendices

Assurance statements

GRI Content Index and SASB disclosure

Figure 5.1: Our approach to sustainable finance

-~ Our approach to sustainable finance ~
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In 2023, we again supported our clients in their sustainability
transitions through our different core activities: lending, insurance,
advisory services and asset management. Table 5.1 shows an
overview of a variety of sustainable finance solutions we offered at
vear-end 2023, In the rest of the chapter, we discuss some of these
oroducts and solutions in greater depth and give a more detailed
breakdown, where relevant.

' We are working to gradually align these solutions with European sustainability legislation. The
EU Taxonomy is a guiding standard in this regard. We also want to align with various other
frameworks that constitute market standards. Here we point out that terminology such as
'‘green’ and 'sustainable’ is not meant to suggest (full) alignment with the EU Taxonomy.

Table 5.1: Sustainable business in our core activities (KBC Group, millions of euros)

2023 2022 2021

Sustainable investing'
Responsible investing (RI) on behalf of our clients Rl funds under distribution? 40 700 32 300 31700
Our social impact!
Financing contributing to social objectives granted amount 7 40T 7 356 7152
BRS Microfinance Coop loans to microfinance institutions and investments in microfinance funds 11 (22) 10 (22) 10 (22)

(cooperative share capital)
Our environmental impact
Financing contributing to environmental objecties? total volumes 19 281 14 285 1752

' End-of-year data

2 KBC Asset Management's current Rl framework is a KBC in-house framework that is proven and has been subjected to external testing. KBC Asset Management is further aligning this framework with
new EU regulations such as SFDR and MIFID. All Rl funds are either Article 8 or Article 9 funds under the SFDR.
* The volumes in this table are based on asset/activity specific data. Further details can be found in Table 5.3. As of 2023, we also started to report based on EU Taxonomy alignment. We report on our EU

Taxonomy financing in Table 5.5. We will fine tune this reporting in the years ahead.
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Our sustainability policies

We have stringent sustainability policies in place for all our business
activities and have brought them together within our sustainability
framework. This framework helps us identify potentially controversial
activities and other areas of concern. We will either not engage in
these activities, or only under stringent criteria. These policies help
us to restrict activities with a harmful impact on the environment,
human rights and other important issues. We also want to use the
framework to control and effectively manage reputational and
litigation risks. We update our sustainability policies at least once
every two years, supported by the independent experts of our
External Sustainability Board.

Application of KBC's sustainability framework

n our Sustainability Policy Framework, we set out the sustainability
oolicies that apply to our different business activities. It includes the
fundamental exclusions that we apply to our core and supporting
activities. For particular business lines, specific additional exclusions
and restrictions are in place based on the ESG screening of our
counterparties activities.

We have a strict due diligence process in place to monitor
compliance with our sustainability framework. In the event of an
infringement of its policies, KBC imposes specific conditions on the
existing credit or insurance relationships and advisory services. For
further reading on the application of KBC's sustainability framework,
including due diligence and remedial action, we refer to the KBC
Group Sustainability Policy Framework.

READ MORE

Full overview of the KBC sustainability policies
KBC Group Sustainability Policy Framework

Overview of KBC business ethics related corporate policies
‘Business ethics’

For lending, insurance and advisory services, our due diligence process
iIncludes the possibility of requesting expert advice on sustainability
related matters for individual cases. For certain policy domains, this
advice is obligatory prior to any business transaction. Until 2022, this
advice was always provided centrally. Since January 2023, part of the
expert advice function has shifted to local country level. Practically,

this means that advice requests related to our sustainability policies
are now processed locally, provided that the decision itself is also
taken on the local level. This delegation increases local awareness of
sustainability matters and ensures that policy advice is provided based
on a sound knowledge of the local reality.

A monitoring system put in place at group level shows that, since the
oartial shift to the local level, the quality and consistency of the advice
has remained constant. In 2023, we assessed 318 referrals of which 55
were rejected, 42 were approved, subject to strict additional conditions,
and 221 were assessed positively, as they were deemed to be in line
with policies. Of these advice requests, 144 were provided at a local
level and 174 at group level. For a detailed breakdown of the advices
orovided, please refer to the 'Sustainability facts and figures' section of
this report.

The KBC Group Sustainability Policy Framework gives a
comprehensive overview of our sustainability policies for
our business activities and how they are applied in our
various activities. It also includes more information on
the due diligence process and remedial actions in place.

KBC Group
Sustainability

Poliey Framework =
- :

April 2024

~< 77 ¢ "l'have always been interested in ESG issues, so | was

| happy to take on the challenge of becoming a locall
~_ sustainability policy advisor. After having received
. extensive training from an expert at the Group Corporate
~ - Sustainability department, we went live with the new
_a System of local sustainability advice in January 2023. We
quickly realised that, in some cases, we are faced with redl
dilemmas. Sometimes, different sustainability concerns
seem to conflict with one another. It is therefore essential
to ensure that the interpretation of the policies remains
uniform across the entire group.”

Jiri Strizik, Sustainability Advisor at CSOB Czech Republic

In 2023, we updated the chapters on energy and biodiversity of our
sustainable lending standards.

We updated our energy policy to facilitate the financing of
renewable energy projects for integrated energy players. By
doing so, we can play an even more important role in financing
the energy transition. Due to the high capital-intensity of this
industry, integrated energy groups play a crucial role in building up
renewdable energy capacity across Europe. Until now, integrated
groups that still have coal-based activities were excluded for
financing - even if it concerned renewable energy projects. This
oolicy adjustment, which will enter into force in 2024, will allow
such financing. Strict conditions, however, will remain applicable,
including a full ring-fencing of the renewable energy projects from
the other activities of those groups.

Regarding biodiversity, our policies already contained restrictions on
the production of forest commaodities, such as palm oil, since these
activities often involve deforestation. The existing biodiversity policy
on producers will be expanded to include more forest commodities
and to also include traders of these commodities. This means that
we will require our clients active in the production and/or trade of
those forest commodities to have 100% of their activities certified
under an internationally recognised sustainable certification scheme.
And this within a time frame of four years. Moreover, given the
significant risk for deforestation, KBC will no longer finance cattle
farming in Latin America. In this way, the goal of the KBC biodiversity
policy to mitigate deforestation risk originating from activities outside
the EU. The updated policy will become active in 2024.

This policy change is timely and necessary, as deforestation

and forest degradation are important drivers of climate change
and biodiversity loss. The increased focus on deforestation

risk is reflected in new legislation and increased pressure from
stakeholders. Financing activities related to deforestation can have
a large environmental impact and involve reputational, litigation
and credit risks for KBC.
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https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_CorporateSustainabilityFramework.pdf
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https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_CorporateSustainabilityFramework.pdf
https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_CorporateSustainabilityFramework.pdf

®
 billion €uros
¢ total volume in
| Responsible Investing
(direct client money)

Sustainable investing

Sustainability plays an important role in how we manage our
clients’ and our own investments. We have a long history of
Responsible Investing (RI) for the investments we make on behalf of
our clients, where Responsible Investing has become the preferred
solution. Sustainability is also becoming increasingly important with
respect to our own investments.

Responsible Investing on behalf of our clients

We see RI funds as our first offer to our clients and preferred
investment solution. We actively promote them among our clients,
especially in our digital sales channels. In this way, we want to
enable our clients to invest in companies and countries that
recognise and act on their social and environmental responsibility.

KBC has been a pioneer in the field of Rl for over 30 years and the
importance of Rl in our business keeps growing. We offer Rl funds in
all our core countries.

We offer three types of Rl funds, each with their own specific

characteristics and criteria:

- Responsible funds invest in companies or countries that promote
sustainability aspects and make efforts to limit climate change;

+ ECO-thematic funds invest in companies which provide solutions
to a specific sustainability challenge such as climate change or
water scarcity;

- Impact Investing funds invest in companies that have a positive
impact on society and/or the environment through their products
and/or services.

In the future, we want to remain a pioneer in the field of RI. Our
ambition is for Rl funds to reach at least 55% of total assets under
distribution (AUD) (direct client money) and 65% of total annual
fund production by 2030. On top of that, we want to reduce the
carbon intensity of the corporate investees in Responsible funds

by 50% compared to the end-of-2019 reference values by 2030.
We refer to the part on 'Climate-related impact of our asset
management portfolio’ and the 'Methodologies explained: Trucost’

appendix of this report for more details on the methodology we use

to track our progress.

Target
Responsible Investing funds
Indicator Baseline 2023 2025 2030
2021 target target
RI funds in % of total AUD (direct client money) 33% 41% 45% 55%
Rl funds in % of total annual fund production 55% 35%2 - 65%

(o]
(gross sales)

' End-of-year data

2 The drop in the portion of Rl funds within the total annual gross sales is the result of the success
of non-RI funds in 2023 (more in particular capital protected and money market funds), in
response to the specific situation of rising interest rates. In the second half of 2023 we extended
our offer with Rl alternatives for capital protected funds.

READ MORE

Climate-related impact of our asset management portfolio
‘Metrics and targets’
‘Methodologies explained: Trucost’
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Our Rl funds all qualify as Article 8 or Article 9 funds under the
Sustainable Finance Disclosure Regulation (SFDR).?

Our ‘responsible funds' qualify as Article 8 funds. These funds
oromote environmental and/or social characteristics. Among other
things, these funds pursue clear objectives in relation to cartbon
intensity and are managed accordingly. Furthermore, KBC Asset
Management has specific objectives in place for these funds. These
funds need to:

- Promote the integration of sustainability into the policy decisions
of issuers (companies, governments, supranational deltors and/or
agencies linked to governments) by favouring issuers with a better

—SG score;

» Promote climate change mitigation by favouring issuers with @

ower carbon intensity In order 1o reach a predetermined carbon
iINntensity objective;

+ Support sustainable development by including issuers that
contribute to achieving the UN Sustainable Development Goadls;

+ Support sustainable development by promoting the transition
towards a more sustainable world through investments in bonds to
finance green and/or social projects.

KBC's 'ECO-thematic funds’ and ‘Impact Investing funds' qualify
as Article 9 funds. In this category, we select companies that make
a tangible contribution towards climate transition, among other
things. These include, for example, companies operating in areas
such as alternative energy and efficient energy use or companies
that make a positive iImpact on society or the environment through
their products and/or services.

2 The SFDR is a European Regulation that governs the provision of information on sustainability in
the financial sector. It divides investment funds into three sustainability categories to help guide
iInvestors.

. Conventional funds, funds that have not defined any sustainable objectives or are not
INn a position to calculate the outcomes.

: Funds that promote a combination of environmental and/or social characteristics.

. Funds that have a sustainable objective and where the specific contribution to this
objective can be measured and reported.

Exclusion criteria

We have strict sustainability criteria in place for both our
conventional funds and our Rl funds.

More information on the exclusion policies for our conventional
funds are available in the KBC Group Sustainability Policy
-ramework and on KBC Belgium’'s commercial wepsite.

For Rl funds, we go one step further by applying additional
exclusion policies. This includes exclusions for gambling,
conventional weapons, fur and specialty leather, adult
entertainment, palm oil and fossil fuels. In addition, we apply @
norm-based policy that excludes companies involved in severe

controversies relating to environmental, social or governance issues.

More information on these policies can be found on KBC Belgium's
commercial website,

Finally, all KBC's Rl funds comply with the criteria
imposed by the quality standards of the "Towards
Sustainability’ label. This label was developed at
the initiative of Febelfin, the sector association for
the Belgian financial services industry. KBC Group
IS a signatory of this label.

Independent expertise through the Rl Advisory Board

KBC AM works closely with an external body of independent
experts called the Rl Advisory Board. This board advises us on the
sustainability policies for our Rl funds and screening results. We
meet with the RI Advisory Board at least once every quarter. During
these meetings, we challenge one another and take on board the
various expert opinions expressed. In doing so, we ensure we follow
the highest possible standards for Rl funds.

.
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CSOB Slovakia has created an e-book for potential investors
named “From basics to success:. How to learn investing”.

The book is intended for beginner investors that may still

be hesitating to invest their money. The book helps readers
to set redlistic expectations and goals. It also provides
information on how to cope with market downturns and what
to do with their first investing successes. In this way, we want
to make investing accessible for everyone and to further
strengthen financial literacy.
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https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_CorporateSustainabilityFramework.pdf
https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_CorporateSustainabilityFramework.pdf
https://multimediafiles.kbcgroup.eu/ng/published/kbc/zip/Algemeen_uitsluitingsbeleid_voor_conventionele_fondsen_en_fondsen_die_verantwoord_beleggen_EN.pdf
https://multimediafiles.kbcgroup.eu/ng/published/kbc/zip/Uitsluitingsbeleid_voor_fondsen_die_verantwoord_beleggen_EN.pdf

Increasing the sustainability performance
of our investee companies

KBC Asset Management wants to increase the sustainability

performance of its investee companies. There are two main ways

IN which It tries to do so:

» Proxy Voting: The importance of sustainabillity is ever increasing
and by now forms an integral part of our proxy voting policy. As an
asset manager, we represent our clients who invest in companies
through our equity funds and mixed funds with equity positions at
shareholder meetings. We use proxy voting to do so. We believe that
the incorporation of sustainability in our proxy voting policy is necessary
to act in the best long-term interests of our clients. Also, we believe that
shareholder activismn concerning sustainability issues may have a positive
Impact on the companies we invest in. In 2023, KBC Asset Management
voted on more than 20 000 resolutions at 1578 shareholder meetings
following the Proxy Voting and Engagement Policy.

- Engagement: KBC AM interacts with investee companies on an ongoing
basis. Sustainability issues form an important part of these interactions.
KBC AM engages in collective and individual engagement. For the
former, we participate in initiatives such as Climate Action 100+ or
collective engagement initiatives by Sustainalytics. Also, in 2023, KBC AM
signed Nature Action 100. This is a global investor engagement initiative
that focuses on driving greater corporate ambition and action to reverse
nature and biodiversity loss. For the latter, KBC AM enters into direct
dialogue with companies or country policy makers on ESG issues.

Shareholders can have a big impact on a company's
operations. As an asset manager, we see it as our

duty to steer companies in the right direction through
the way we exercise our voting rights and by utilising
engagement opportunities from our fund management
activities. That's why we engage with the companies

| we invest in, suggest improvement targets and, in
some Cases, even use our voting rights to vote against
agenda items that are not sustainable.

Jurgen Verschaeve,
Chief Investment Officer at KBC Asset Management

READ MORE

Sustainability in own investments

Sustainability is increasingly gaining importance in the way
we manage our own investments. This is true both for our own

investments managed by Group Treasury and the investments of
Pensioenfonds KBC.

Sustainable investment principles of Group Treasury

We follow strict ethical restrictions regarding our own investments.
As a basic rule, KBC Group does not invest for its own account in
financial instruments that are issued by ‘excluded counterparties.
This applies, for example, to counterparties from the KBC Blacklist,
the human rights offenders list or the controversial regimes list.
Counterparties involved in thermal coal or tobacco are also
excluded. For more information, we refer to the KBC Group
Investment Policy.

Furthermore, most of the exclusions that are applicable to Rl funds
also apply to investments done by KBC Group for its own account.
For example, we have exclusions in place for activities relating to
fossil fuels, controversial and conventional weapons, gambling,
adult entertainment, fur and specialty leather.

As a result, KBC's own investments also benefit from the solid
expertise and governance structure that apply to our Rl funds. This
iIncludes the permanent external challenging of our policies and
asset selection by the RI Advisory Board. For more information on
our policy with regard to Rl funds, please refer to the 'Responsible
INnvesting on behalf of our clients’ part of this section.

Rules for Proxy Voting and Engagement
'KBC Asset Management Proxy Voting and Engagement Policy!

In 2023, we also set targets on the Scope 1and 2 emission intensity
of the combined equity and corporate bond portfolio of KBC
INsurance’'s own investments for the first time. For more information
on these targets, please refer to the ‘Metrics and targets' part of
this section.

READ MORE
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KBC Insurance has started an
Investment partnership with the
European Investment Fund (EIF).
Through the partnership, KBC
Insurance will support up to 200
million euros of equity investments
in sustainable, climate-relevant
infrastructure projects. Such
projects will be aligned with
the climate goals of both the
European Investment Bank
Group and KBC, and the EU Taxonomy. This is another milestone in KBC Insurance'’s
ambition to make its investment portfolio more sustainable. The partnership allows
us access to major investments. As such, we can have an even more important
impact. The fund will be managed by the EIF and the deal will run over a period of
at least 20 years.

Sustainable investment principles of Pensioenfonds KBC

Sustainability is also integrated in the way in which the pension funds
from Pensioenfonds KBC are managed. This pension fund manages
the supplementary pensions of our Belgium-based staff and is by far
the most important pension provision in this form within KBC Group. We
started doing this in 201/, by including ESG principles in the Statement
of Investment Principles of these pension funds. The principles include
zero tolerance of certain non-sustainable companies. This includes
blacklisted companies, human rights offenders and companies with @
significant involvement in the tolbbacco industry, coal-related business
and gambling.

Since then, the sustainability approach has been expanded step-
by-step over the years. For example, the focus on Rl funds has
been increased, and a long-term goal set to achieve a climate-
neutral investment portfolio.

Pensioenfonds KBC has also mapped the SFDR classification of the
various funds in the investment portfolio. Please refer to the 'Responsible

Investing on behalf of our clients’ part of this section for more

Climate-related impact of our own investments
‘Metrics and targets’
‘Methodologies explained: Trucost’

information on this regulatory framework. In total, 89% of the assets of
Pensioenfonds KBC currently have an Article 8 or 2 qualification.
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https://multimediafiles.kbcgroup.eu/ng/feed/AM/funds/AF/Proxy_Voting_Codex/Proxy_Voting_and_Engagement_Activity_Report_EN.pdf
https://www.climateaction100.org/
https://www.natureaction100.org/
https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_KBCInvestmentPolicy.pdf
https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/FrameworkPolicies/CSD_KBCInvestmentPolicy.pdf
https://multimediafiles.kbcgroup.eu/ng/feed/AM/funds/AF/Proxy_Voting_Codex/Proxy_Voting_and_Engagement_Activity_Report_EN.pdf
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Our commitment concerning our social impact

We want to increase our positive societal impact through our

core activities. We do so by financing, insuring and giving advice
on projects that create positive societal impact. This includes
education, basic infrastructure, essential services, healthcare

and employment. We also offer our clients business solutions

that cater for societal needs in our four focus areas: financial
literacy, health and longevity, entrepreneurship and environmental
responsibility. Finally, we want to increase our positive social
impact by supporting financial inclusion through microfinance and
microinsurance through our unique partnership with BRS.

Social impact financing

Table 5.2: Social impact financing (KBC Group, millions of euros
granted amount, end-of-year data)

2023 2022 2021
Healthcare and senior living sectors 6233 6 202 6 059
Education sector 1167 1154 1093
Total 7 400 7 356 7 152

Financing, insuring and supporting social sectors

Supporting sectors with a positive societal impact is at the heart of

all our core activities:

» Insurance: We protect our clients from the financial conseguences

of healthcare risks with the insurance products we provide.

» Financing: We are an important financier of different social
sectors, such as healthcare, senior living, education, basic
infrastructure and affordable housing. At the end of 2023, the
financing we granted to the healthcare and senior living sectors
amounted to 6.23 billion euros. The financing of the education
sector amounted to 1.17 billion euros.

- Advice: We have dedicated departments that are specialised
iNn helping social profit institutions and local authorities navigate
their finances. This includes giving advice on payments, asset
management and financing solutions.

READ MORE

Read more on our community involvement
KBC Group Community Involvement Policy
'Sustainability facts and figures: community involvement'’

The K&H Medical Magic
programme celebrated its

20th anniversary in 2023! Over
the years, the programme has
donated innovative medical
equipment worth more than
HUF 852 million to Hungarian
children’s healthcare institutions
on 531 occasions. For the
anniversary, we launched the
K&H Future Healers competition.
With this, we wanted to

show our appreciation for
paediatricians under 40 who
are putting their heart and soul
into healing young patients in
an innovative way.

In Bulgaria, DZI offers ‘Kaksi’. o
mobile application that aims to
improve the health of its users.
The app can hold the digital
health card information of DZI's
clients. They can also use the
app to claim their healthcare
costs, book medical services or
online consultations, and access
information about the availability
and prices of medication.
Through gamification and
rewards, the app encourages

its users to live a healthier and
more active lifestyle. The app
has been installed over 22 000
times, has over 12 000 health
card registrations and over

6 000 users per month.

UBB financed the upgrading

and extension of the collection
system of a wastewater
treatment plant in Plovdly,
Bulgaria's second largest city. The

| project aims to protect public

health and the environment
from water pollution and to

| develop solutions for wastewater
' collection and treatment. These

goals are balanced with the
aim to safeguard the financial

- ond operational viability of
.~ the water company. Potential

environmental and social risks

. of this project financing are
| determined, assessed and
“= managed according to the
Equator Principles.
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https://www.kbc.com/content/dam/kbccom/doc/sustainability-responsibility/OurApproach/CSR_OA_policy_CommunityInvolvementPolicyfortheGroup.pdf

Accessibility and affordability of products and

services

KBC promotes financial inclusion and supports the financial health

of its clients. We create equal opportunities and make sure that

our products, services and facilities are accessible to all, including
to people with specific needs and abilities. We pay particular
attention to:

» Clients who are less advantaged: For clients who are less
advantaged, we offer special accounts with banking services at
No cost or at a low cost in almost all our core countries. We have
also developed tools that help our clients manage their finances
and in doing so also improve their financial health.

» Clients who are in financial distress: We ensure proactively
communicate with clients in financial distress via dedicated units,
processes and technigues.

+ The ageing population: We support our ageing clients in
navigating the challenges of an increasingly digital world. For
instance, we run educational activities and offer coaching to non-
digital clients at our branches.

» Clients with a disability: We are consistently working to improve
access for those with a disability or long-term health condition.
We have strategies and action plans in place in almost all our
core countries to provide a full range of services specifically aimed
at these clients.

Alongside our own bank and insurance products and services, we

offer non-financial solutions in our mobile apps. We refer to this

as bank-insurance+. To this end, we work with third parties to offer

clients and prospects solutions that help them to:

+ Save money, for example, by suggesting a switch to a cheaper
energy supplier;

+ Earn money, for example, by offering discounts via Kate Coins in
Belgium;

» Facilitate everyday payments, for example, by providing a service
iNn our banking app to automatically pay parking fees;

» Support business activities.
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The 'KBC Belmobiel’ has been

on the road since early 2023.
This home service in Belgium
provides access to banking

d services for non-digital and

less mobile private clients. At
the client's request, a KBC

i employee comes to the client'’s

home to provide the service
required. We have a total of 10
electric vehicles and five bicycles
that have been dispatched
more than 1000 times since the
initiative was launched.

%" During fruit picking season,

Central European seasonal

£ P | workers come to Belgium to

work in the agriculture and
horticulture sector. However,

. they do not yet all have a

bank account into which they
can receive their wage. KBC
supports them in opening @
bank account. This is a complex
process given the different
nationalities involved. Therefore,
our Belgian bank branches
cooperate with colleagues
from the shared service centre
in Varna, Bulgaria. The entire
administrative preparation is

. done in Varno.

CSOB in the Czech Republic
cooperates with People in Need
in helping to prevent people
building up unmanageable
debt. CSOB co-finances the
provision of free debt advice

and responsible debt resolution.

This is done through a financial
distress advisory centre,
Poradna pri financéni tisni.

We are continuously working to
improve the accessibility of our
services in all our core countries.
Our user experience experts

do so by involving clients with a
disability in their research. This
gives the experts better insights
into visual impairments and

the problems our clients face
when using digital applications.
We recently improved colour
contrast-ratios in our digital
applications and websites. In

all new product developments,
accessibility needs to be
considered. It is embedded in
our project lifecycle.
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Financial literacy on mortgage loans

KBC wants to play a key role in helping young adults pursue

their dream of homeownership. However, we conducted a study

that indicated that young people consider mortgages to be

complex and difficult to understand. Consequently, they may make
uninformed choices and end up in financial difficulties due to not
being able to repay their mortgage loans.

We want to do business in a responsible way. We therefore strongly

focus on providing the right support, so that young adults can

make well-informed choices when considering the purchase of a

new, and often their first, home. Hence, we want to primarily play

an important educative role in developing the skills and attitudes of
young adults with respect to mortgage loans. Through education,
we aim to demystify the topic for them and give them the tools to
make the right financial decisions within their specific situations.

In line with the requirements of the UNEP Fl Principles for

Responsible Banking, KBC has set two targets to drive positive

outcomes for young adults while avoiding negative impacts

(scope KBC Belgium). We will report for the first time on our progress

in 2024,

- To increase our positive impact, we have set a target of improving
the financial skills and attitudes to mortgages of more than
35 000 young adults by 2030.

- To limit our potential negative impact, we want to support young
adults in making informed choices and as such prevent them from
getting into a situation of overindebtedness. By doing this, we aim
to perform at least 50% better than our peers in the relative share
of young adults who are unable to repay their mortgage loans.

Social bond

In 2022, KBC developed and implemented a comprehensive Social
Bond Framework for its social asset portfolios. The Framework is
aligned with the Social Bond Principles of the International Capital
Market Association. The bond is used to (re)finance projects that
generate social benefits in support of our mission and vision.

Our first social bond was launched in 2022. The bond was worth
/50 million euros and was used for investments in healthcare.

In 2023, we again launched a social bond worth 750 million euros.
This bond was used for investments in schools and hospitals and
has a maturity of eight years.

To ensure transparency, we have a webpage dedicated to our
social bond on our corporate website, including information on our
social bond issue and framework.

In the years ahead, we will continue to focus on funding projects in
the following areas: access to essential services (such as education,
healthcare, sport and culture), affordable housing, jolb creation and
SME financing.

Financing schools

One of the assets in our second social bond is the land on which
the Egied Van Broeckhoven School is built. The school is the first
oroject in the DBFM (Design, Build, Finance and Maintain) schools
programme of the Flemish government. In total, this programme
consists of 42 projects. KBC took part in the financing of this
project.

The school opened its doors in 2023 and is an initiative by the
non-profit Jesuit organisation ‘Ignatius Schools in Motion'. It
offers Dutch speaking, secondary school education in the
muilticultural district around the West station in Sint-Jans-
Molenbeek, Brussels.

lts students can follow courses within two fields of study:

STEM (Science, Technology, Engineering and Mathematics) and
'Welfare and Society’. The courses specifically focus on getting
the students ready for the job market. The school thus aims to
address local youth unemployment.

During the first academic year, 100 students attended the
school. In total, around 860 students will be able to attend
COUrses.

The classrooms and outdoor spaces of the school will also
be open for non-school activities outside of school hours. In
this way, it will serve as a meeting place for young people in
a neighbourhood that is known as a melting pot for different
cultures and religions. The project thus also contributes to
community building.
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Supporting start and scale-ups

We support start-ups and scale-ups (entrepreneurs and
companies) through our award-winning incubbator programmes
at Start it @KBC communities in Belgium, Hungary and Czech
Republic. Within these communities, we provide product
development and investing support. We also organise workshops
and provide mentoring opportunities.

Our start-up communities support a wide range of starting
businesses. Yet, there Is an increasing focus on supporting
environmentally sustainable businesses.

The Start it communities have dedicated programmes to help
women go into business. These address some of the challenges

women face when setting up a company. Start it @KBC in Belgium,

In particular, has been focusing for several years already on this
topic and has a target in place on female entrepreneurship.

Target

Female entrepreneurship at Start it @KBC in Belgium

Indicator Target 2023 2022 2021
Female entrepreneurs selected' (in % of total 50% 35% 34% 46%

entrepreneurs)

"Number of start-ups with minimum one female co-founder at the pitch of October.

Financial inclusion and impact investing

KBC wants to play a role in ensuring access to basic financial
services to all people around the globe. We do so through our
unique partnership with the Belgian Raiffeisen Foundation (BRS).
BRS aims to supply basic financial services, such as microfinance
and microinsurance, and as such sustainably improve the quality
of life for all. BRS consists of two organisations: BRS vzw and BRS
Microfinance Coop.

BRS vzw: Supporting microfinance and

microinsurance institutions
BRS vzw’s mission is to support rural entrepreneurs and farmers in
the Global South and thus give them the opportunity to improve

their lives in a sustainable manner. It mostly does so by working with
and supporting local cooperative microfinance institutions (MFls) in

Africa, Latin America and Asia. These MFIs offer financial services,
such as microcredits and microinsurance, and organise access to
education and healthcare for their clients.

BRS vzw focuses on giving advice, coaching and training to these
MFIs. The training courses are given by experienced active and
retired KBC bankers and insurers who volunteer their time to share
their knowledge. They do this through KBC4BRS, KBC's employee
iINnvolvement programme.

The training centres around topics such as risk management,
cooperative governance, human resources, digitalisation, client-
centricity and internal controls. In 2023, 86 KBC colleagues shared
their time and knowledge as BRS volunteers.

BRS thoroughly screens the financial and social qualities of its
MFl-partners, to ensure financial and social returns for all involved
stakeholders. It does this using MFI-Factsheets to assess their
financial performance. This tool was developed by BRS and is
downloadable for free via its specialised welbsite Microfact.org.

READ MORE

More information on the operations of BRS
BRS website

Through a dedicated website, Microfact.org, BRS offers
tools, such as MFI Factsheet and Microvision, and
workshops to strengthen the performance of MFIs. These
] tools can be used by MFls and other organisations
\ active in the inclusive finance sector for monitoring

- financial and social performance. They also allow
S8 cliable projections to be established. Microfact also
offers training modules. Interested stakeholders can rely
on a broad worldwide network of certified trainers or

choose the e-learning courses.

BRS also uses Cerise and SPTF (Social Performance Task Force), which
are internationally accepted tools to assess the social performance
of MFls. BRS pays special attention to client value, prevention of over-
indebtedness, transparency and responsible pricing.

Finally, BRS has an important informative role to play. It creates o
social impact by sharing testimonies of people in the Global South
iNn Belgium, for example by organising information sessions.

BRS Microfinance Coop:

raising capital and supplying financial services

BRS Microfinance Coop raises capital through the issue of
cooperative shares. This capital is invested in MFls in Africa,

Latin America and Asia. In turn, they supply microcredits to rural
entrepreneurs and farmers. Since 2023, BRS Microfinance Coop has
focused on providing loans to individual MFIs that also make use of
the coaching services of BRS vzw.

In 2023, the outstanding loan portfolio in individual MFIs was

2.5 million euros. At the same time, BRS Microfinance Coop started
to increase its participations in Microfinance Funds to a total
invested amount of 8 million euros compared to 2.6 million euros

in 2022. At the end of the year, the outstanding share capital of
BRS Microfinance Coop amounted to 21.8 million euros, of which
KBC contributed 34%.

For more details about the activities and the investment policies
of BRS vzw and BRS Microfinance Coop, please refer to the BRS
website.
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.~ Sofie Van Eycken and Simon Schauwers, KBC employees and BRS volunteers

Sofie Van Eycken and Simon Schauwers both work at KBC and are
a couple in everyday life - so far nothing special. But they are also
both BRS volunteers. Sofie went to Ecuador for a first assignment in
April 2023, while Simon went to Ethiopia in 2022.

As an HR expert, Sofie joined two savings and credit cooperatives
In Ecuador, Hermes Gaibor and San Antonio. Simon is @
management reporting analyst and took that experience to the
savings and credit cooperative Buusaa Gonofaa in Ethiopia.

Can you tell us something more about your first assignments?

Sofie: "Together with a colleague, | had already spoken extensively
with the HR managers of these organisations. We wanted to

find out what they are doing and what we could do for them.

The cooperatives particularly needed advice on HR policies and
people management, which are typical challenges for growing
organisations. On site, we jointly drew up a concrete action plan,
which | will now follow up further.”

Simon: “My main task was to find out how the cooperative
organises its data reporting and what questions they had in

this regard. The aim is to develop solutions for specific reporting
questions during a subsequent visit. But with the unstable political
situation in Ethiopiq, it is an open question of when that follow-up
will take place.”

Where did the idea of going abroad as a BRS volunteer came from
in the first place?

Simon: “l knew BRS was looking for volunteers and that's how the
ball started rolling. The assignment attracted me because it is in

"We left well prepared, but only during that week on site did we learn exactly what the
needs were. Face to face, in their own working environment and separate from their

5 . hierarchy, people are more open.”

line with what | do at KBC, and it seemed interesting to discover
my domain in a different work setting.”

Sofie: “In turn, | was inspired by Simon, and | thought, ‘why not?’
For Ecuador, BRS ideally sought a Spanish-speaking volunteer. |
understand Spanish quite well, but to have a conversation | need
an interpreter. This is an obstacle; an interview is different with an
intermediary involved, which is why I've now started a Spanish
course.”

Was it an enriching experience?

Simon: “I like the fact that | can do something for the people in
the Global South. But it is also enrichment for me. | have learned
a lot from the people on the ground and from the other experts,
who are active in areas that | do not encounter in my work at
KBC. And it's nice to get to know a part of the world unknown to
me. We travel a lot, but you only see real life during this kind of
assignment.”

Sofie: "And the readlisation that not everything is about money,
that you can also just do something to help people, even if that
is very limited in our case. My assignment taught me a lot, not
only privately, but also professionally. At KBC, for example, we
have already come a long, sometimes complex, way in terms of
evaluation systems. The pertinent questions my interlocutors asked
about this made me realise that we should go a little further to
the essence. |'ve put a lot of time into my assignment, but | get
so much energy out of it! When | saw the enthusiasm during the
presentation of our action plan at the end of my visit, | knew: I'm
doing it for this.”
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Our TCFD report

» Sustainability and

environment-related
governance

Our direct

environmental footprint:

reduce

Our indirect
environmental impact:
strategy

Our indirect
environmental impact:
risk management

Our direct

environmental footprint:

medasure

Our indirect
environmental impact:
metrics and targets

Our commitment to the environment

We are working on our environmental impact within the framework
of our Sustainable Finance Programme. When the Sustainable

Finance Programme was begun, in 2019, its focus was solely climate.

Since 2022, the programme core has been expanded to also
include the themes of biodiversity, circularity, pollution and water.

In this section we delve into this programme in more depth, and into

the actions that we are taking to actualise our commitment to the

environment and climate action. Conseqguently, this section includes

our TCFD (Task Force on Climate-related Financial Disclosures)
report, iIn which we focus both on our direct and our indirect
environmental impact.

INn September 2023, the Task Force on Nature-related Financial
Disclosures (TNFD) recommendations and guidelines were
oublished. KBC is an early adopter of the TNFD and intends

to publish its first TNFD report on KBC 2025 financial year. In
anticipation of this, we are already reporting on nature and other
environment-related information in this year's report.

KBC is on the CDP Climate Change A list for the second year
in a row. KBC is among the 346 A-listed companies world-wide
being recognised as most transparent when it comes to climate
communication. CDP is considered the gold standard for
corporate environmental reporting and is fully aligned with the
TCFD recommendations. Since 2022, the CDP questionnaire has
. also included a water and forest module. Other environmental
- objectives will also be gradually integrated.

3 Filip Ferrante, Senior General Manager Group Sustainability

READ MORE

More detail on financial materiality
'Product development'

Risk management’

KBC Group Risk Report

More information on our targets and our progress on these targets
'Our indirect environmental impact’

More detail on CCCA and our stance on Net Zero
"The world in which we operate’

A brief history of the Sustainable Finance Programme

The Sustainable Finance Programme was launched in September
2019 as part of our role as a signatory of the Collective
Commitment to Climate Action (CCCA). The aim of setting up

the programme was to bring together all the relevant expertise
within KBC Group to work on climate-related challenges and

opportunities. As a part of this commitment, we set decarbonisation

targets for the sectors that cover the majority of our lending
oortfolio as well as related greenhouse gas (GHG) emissions. We
report on these targets and our progress on achieving them in the
oart on ‘Our indirect environmental impact.

Despite the dissolution of the CCCA in March 2023, we continue to
work on the commitments we made under this initiative. We report
on how we do this throughout this chapter. For further information
on the CCCA and our stance on Net Zero, we refer to the part
entitled ‘The world in which we operate’.

The ‘double materiality’ approach guides our Sustainable Finance
Programme

We use a ‘double-materiality approach’ to set the focus of the

Sustainable Finance Programme and the actions that we take

within it. This means that we are committed to managing both

our company's impact on the environment and the impact of
environmental issues on our company:

+ Environmental materiality: We aim to manage the direct and
iIndirect impact of our company on the environment. We want
to limit the negative impact of our activities on the environment
and increase our positive iImpact. Our approach is to adopt
environmental policies and climate-related targets for our loan,
investment, and insurance portfolios.

» Financial materiality®: We want to manage the impact of
environmental issues such as climate change, biodiversity loss,
and pollution on our company. To this end, we closely monitor
climate and environmental risks and opportunities, and take
appropriate actions to manage them effectively.

> Financial materiality is used here in the broad sense of affecting the value of a company, not
just in the sense of affecting financial measures recognised in the financial statements.
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We believe that active collaboration with all stakeholders

is necessary to successfully address climate and other
sustainability-related challenges. That is why we work jointly
with our clients, other financial institutions and authorities. KBC
s also a signatory of various
voluntary sustainability-
related commitments. For
more Information on how

we collaborate with our
clients on sustainability-
related issues, we refer to the
oart on ‘Customer engagement’. More information on the rest
of our stakeholder engagement strategy can be found in the
'Our sustainability strategy’ part of this report.

within the financial sector.

We measure the direct and indirect impact of our portfolios.
With respect to our lending portfolio, this concerns the sectors
and product lines that are the most carbon intensive. We refer
to these as our '"White Paper sectors'. We further elaborate

on our direct environmental impact in the part on ‘Our

direct environmental footprint’ and the ‘Sustainability facts

and figures’ section of this report. The part on ‘Our indirect
environmental impact’ further specifies how we approach
measuring our indirect environmental impact. We outline
methodologies, outcomes of the calculations and strategies for
improving data collection. Both the calculations of KBC Group's
direct footprint and the target progress report of KBC's Group's
lending portfolio have been independently verified by an
external party. The items verified are indicated throughout the
section, where relevant.

We are a part of financial industry associations in all
our core countries. By actively putting environmental
iIssues on the agenda, we aim to agree on joint action  sustainable use and protection of water and

Our approach to environmental sustainability continues to be a
work in progress. For example, we are consistently widening the
focus of our Sustainable Finance Programme. The initial focus of our
Sustainable Finance Programme was climate-related issues.

However, from 2022 we also began to include
other environmental topics, such as the

marine resources, the transition to a circular

economy, pollution prevention and control,

as well as the protection and restoration of
biodiversity and ecosystems. Please note that KBC has been
working on these themes outside of the scope of the Sustainable
Finance Programme for a significant amount of time already, for
example, through our sustainability policies.

Going forward, we will continue to embed these themes within the
scope of our Sustainable Finance Programme. We are adopting
an approach similar to our previous efforts on climate change
mitigation and adaptation.

Finally, we want to point out that the calculations in this chapter
should be interpreted with caution and are mostly intended to
provide a high-level insight into our environmental impact. This is
due to the gap that still exists in the requisite climate-related dato
and the data available with respect to our clients. Therefore, our
calculations for certain parts of our portfolio are based on the use
of proxies and estimations. For more information albout this, please
refer to the appendices of this report.

K&H Sustainability Month
2023

K&H dedicated the entire
month of September
2023 to sustainability.
Throughout the month,
K&H organised activities
that would decrease

Its Impact on the
environment or that would
increase sustainability
awareness. As a part of
Sustainability Month, K&H:

a K&H
& egy élhetobb
otthon mindenkinek

- Signed a cooperation agreement with WWF to support wildlife
habitat restoration.

- Switched off decorative lighting in all K&H buildings. This saved
288 000 kWh across the entire network, equaling the annual
electricity consumption of 120 households. It also reduced light
pollution.

- Allocated a total of HUF 100 towards habitat rehabilitation goals
for every interaction with Kate in K&H's mobile banking app.

The initiative began in September and ran until 31 December
2023. It was a major success and K&H intends to repeat it in the
yedars to come.

Our direct environmental footprint

We want to reduce the direct environmental impact from our own
operations. To this end, we have been measuring our direct, group-
wide emissions since 2015. Since that time, we have put targets in
place for reducing our direct environmental footprint. We have also
achieved substantial reductions in our GHG emissions. Lastly, since
2021, we have aimed to achieve net climate neutrality with respect
to our own operations. We took three steps to achieve this goal:
measure, reduce, offset.
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Measure

Since 2015, we have been calculating the GHG emissions arising
from our own operations at group level, in accordance with the
GHG Protocol Corporate Accounting and Reporting Standard.
Every year, an external party verifies the data and methodology

that we used for the calculations to a level of reasonable assurance

iIn accordance with ISO 14064-3. Data independently verified by
Vincotte are expressly earmarked with the adjoining symbol @. The
verification statements can be found in the '‘Assurance statements'’
section of this report.

Targets

Direct environmental footprint

Indicator Targets 2015 2023 2022
baseline'

Total CO,e emissions from own operations 170 735 S5 377 55417

(direct footprint scope) in tonnes CO_e

% change -80% by 2030 -68% -68%
Renewable electricity consumption in % 100% by 2030 100% 100%
Carbon credits purchased (in % of Net climate 100% 100%

remaining GHG emissions from own neutrality as of
operations) 2021

' The 2015 base year and 2022 data were both recalculated in 2023, in line with our internal
restatement policy. This recalculation was prompted by two important changes, as compared
to previous years:

- Private use of KBC's own company fleet by our employees is included from 2023 onwards.
- Structural changes in the reporting organisation, i.e. the disinvestment of KBC Bank Ireland.
- The targets (expressed in percentages) were unchanged in relation to the restated baseline.

Our calculations include:

»+ Scope 1: Direct emissions from fuel combustion and refrigerant
gases in our office buildings and from our company-owned car
fleet (including private use);

- Scope 2: Indirect emissions from purchased energy (electricity,
heat, cooling and steam consumption);

»+ Scope 3: Indirect emissions from business and commuter travel, and
emissions from sources over which we have direct operational control
(such as paper and water consumption and waste generation).

These calculations provide insight into our direct impact on the
climate and help identify the main sources of our impact. For more
details on the scope and boundary of our direct footprint GHG
iInventory, please see the 'Sustainability facts and figures' section.

Apart from our impact on the climate, we also assessed our
potential impact on biodiversity by mapping whether our own
offices in our core countries are located in biodiversity-sensitive
areas. By plotting the location of all our offices and ATMs on the
map of protected European areas, we have concluded that none of
our buildings are located in strictly protected areas (IUCN category
IV and above). Only 3.6% of our buildings are located in protected
landscapes that include urbanised areas, such as Birds Directive
areas. These buildings have all the necessary permits in accordance
with local and European legislation. Furthermore, based on best
available expert knowledge, the nature of our bank-insurance
activities does not hegatively impact these protected areas.

Reduce

Most important in our approach regarding our direct footprint,
Is that we are committed to reducing our negative, direct
environmental impact. To this end, we set group-wide reduction
targets in 2016, and we have tightened them over the years.
The most recent targets were set in 2020 and are aimed at our:

» Direct emissions: We have the long-term ambition of achieving
an 80% reduction in our direct emissions by 2030, as compared
to 2015.

+ Renewable electricity: We set a goal to use 100% energy from
renewable resources by 2030. We achieved this goal in 2021.

The electricity we use comes from 100% renewable sources.

We have taken several steps to move towards these targets,
including implementing an ISO 14001 environmental management
system in all core countries to manage and reduce our direct
environmental impact. In addition, we reduced GHG emissions from
our energy consumption by transitioning to electricity from 100%
renewable sources and investing in energy-saving solutions like
insulation. In addition, we have consistently maintained our support
for transitioning to greener employee mobility by incentivising
(electric) bicycles, promoting public transport and supporting the
transition to a greener and electric car fleet. Finally, we reduced the
waste we produced as well as the amount of paper consumed.

&) ZELENA VYZVA 2023

Kdo nasbira nejuice zelenych kilometru?

We are also actively working on
the electrification of our own car
fleet. As a part of this effort, we
expanded the number of charging
points at our Belgian head offices
to 190 in 2023. These amenities
allow our employees to charge
their electric vehicles at the office,
if needed.

We want to reduce the impact of
our own operations on biodiversity.
For example, in the Flemish region,
we participated in the initiative
‘Maai Mei Niet’ (No-Mow May). The
initiative encourages people and
companies not to mow their lawns
in the month of May. This allows
plants to grow and produce nectar
which benefits bees, butterflies and
other pollinators. Additionally, we
installed a wetland on the grounds
surrounding our main offices in
Mechelen. This wetland captures
excess rainwater and allows it to
be absorbed while also offering

a habitat for plants, insects and
birds.

In 2023, CSOB Czech Republic
and Mastercard organised a
'‘Green Challenge”: a friendly
contest that encourages
employees from the financial
sector to commute by using

‘& public transport, running, walking,

cycling or carpooling instead of
driving alone. Eleven financial
Institutions accepted the
challenge. By the end of October

i 2023, they had accumulated over

two million ‘green’ kilometres,
saving an estimated total of over

250 000 kg CO,. Mastercard
rewarded these efforts by

- planting over 12 500 trees.
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Offset

Since 2021, the last step in our direct footprint approach has

Leen the offsetting of our direct footprint emissions that cannot
vet be eliminated. In this way, we aim to achieve net climate
neutrality with respect to our direct footprint. We have done so
by investing in high-quality climate projects. \We are aware that
there may potentially be flaws in the ways that carbbon credits are
measured. However, we still think it is important to support high-
quality projects that aim to protect carbon storage or increase
sequestration.

In addition to our group-wide offset programme, we are

also involved in various local initiatives that support the
environment. Such as the five-year collaboration between
CSOB Slovakia and Slovakia's oldest national park, ‘Tatra
National Park’. As part of this collaboration, CSOB planted 22
250 spruce and fir trees in 2023.

To this end, we selected projects of the highest quality that
were certified under the most stringent of standards. Moreover,
we specifically chose to invest in projects that address climate

change, whilst simultaneously ensuring additional benefits for local

communities and biodiversity conservation. All the projects also
have a clear link to our sustainability strategy. Please note that
our due diligence process is aimed at selecting projects with @
demonstrated real-world impact, but that ultimately this process

relies on information supplied by third parties and is dependent on

the availability of credits within those projects.

This year we aimed to broaden the range of ecosystems included
by investing in the protection of tropical rainforests as well as
mangroves and peat swamp forests.

The Amazon — Earth's largest

' tropical rainforest

Tropical rainforests are home to

many species and store large
amounts of carbon. The Envira
Amazonia Project in Brazil will
preserve rich biodiversity and
a wide range of ecosystem
services.

Moreover, it will provide direct
benefits to local communities,

-~ and mitigate the release of

about 12.6 million metric tonnes
of carbon dioxide emissions
over the first 10 years of the
project.

Peat swamps — Major global
carbon reservoirs

The Rimba Raya Biodiversity
Reserve in Indonesia acts as a
physical buffer between palm
oil plantations and the Tanjung
Puting National Park (TPNP). As

such it prevents further intrusion

iInto the TPNP. This is important
as the TPNP houses one of the
last remaining populations

of wild orangutans on earth.
Moreover, without this project,
the area would have likely
been converted into palm ol

plantations, releasing millions of

tons of greenhouse gases from
the peat deposits within the
project area.

Mangroves — All-round
provider of ecosystem
services

Mangrove forests provide
many valuable ecosystem
services that contribute to
human well-being. They store
carbon, protect coasts from
storms and form a nursery for
many fish species. This project
will afforest and reforest

1 226 000 hectares of degraded
i tidal wetlands in Pakistan's

Indus Delta Area. This will have
important climate benefits,
contribute to the conservation
and restoration of biodiversity
and protect coastal areas.

=44+ Keo Seima — Cambodia's

biodiversity hotspot
The Keo Seima Wildlife

Sl Sanctuary is home to the
SRR highest number of species
recorded in any protected area
in Cambodia. Forest clearing for

agriculture and the extraction

B8 of resources from the area has

accelerated in recent years.
This is due to improved road
access, population growth

# and the limited recognition of
the value of biodiversity and

environmental services. The
project thus aims to alleviate
deforestation by taking a

holistic approach to tackling the
| multiple root causes.
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Our indirect environmental impact

The focus of our Sustainable Finance Programme is on our

indirect environmental impact. In this part, we therefore report our
achievements regarding our indirect environmental impact. We
also outline our vision of our future work in a constantly changing
world. Although initially the focus of the programme was on climate
change, we are continuously expanding our scope to include other
environmental objectives. We will report on our progress on these
topics where possible.

We believe that a transparent disclosure strategy supports

a sound sustainability approach. This section is therefore
structured according to the four pillars of the TCFD and TNFD
recommendations: governance, strategy, risk management and
metrics and targets. In this way, we aim to provide all stakeholders
with clear insights into all the relevant aspects of our broader
sustainability approach.

Our contribution to environmental objectives

We contribute to environmental objectives through the services and
products we offer. In this part, we give an overview of how we do this.

Table 5.3 provides a summary of the amounts of our loan portfolios
that contribute to renewable energy, mortgages for energy-
efficient housing and low carbon vehicles. To reflect trends with
orevious reports, this table uses the definitions we have used in past
reporting. These are not aligned with EU Taxonomy criteria, but do
give an accurate picture of the trends in sustainable lending in our
portfolios over the years. Our EU Taxonomy reporting is explained in
detail further in this section.

Table 5.3: Overview of KBC Group's lending portfolio contributing
to environmental objectives per type of financed activity or asset
(KBC Group, millions of euros)

2023 2022 2021

Renewable energy and biofuel sector 2 565 2 255 2 115
(granted amount)

Mortgages for energy-efficient housing 15 210 1171 9 3517/
(outstanding amount)?

Financing for low carbon vehicles 1506 319" 1204
(gross carrying amount)?

' End-of-year data

2 Includes data for 2023 of Belgium, the Czech Republic, Bulgaria, Hungary and Slovakia. The 2022
data do not include KBC Bank Bulgaria EAD. The 2021 data also include Ireland in addition to
the 2022 and 2023 scope. The reported amounts correspond to dwellings with A and B energy
performance labels, considered as energy-efficient housing. The data are based on actual EPC
(Energy Performance Certificate) labels or on first approximation when no labels are available.

> Includes data on financial leasing, loans and operational leasing for Belgium, the Czech Republic,
Bulgaria, Hungary and Slovakia (vehicles with emissions < 50g CO, /km and in alignment with
substantial contribution criteria of the EU taxonomy, such as bicycles, motorbikes, passenger
cars and light commercial vehicles).

“ Qutstanding amount

In addition to the volumes reported in Table 5.3, we also support
our clients with Sustainability-linked loans (SLLs). These loans grant
a margin adjustment of the loan's interest rate if sustainability

goals are met. If these goals are not met, a margin increase will

be charged. The goals can be related to both environmental and
social objectives. They are pre-determined and translated into clear
Key Performance Indicators (KPIs). SLLs can be both bilateral as well
as syndicated loans. These types of loans are enjoying growing
success. KBC supports its clients in formulating ambitious KPIs that
contribute effectively to their sustainable transition.

Table 5.4: Sustainability-linked loans
(KBC Group, millions of euros gross carrying amount)

2023'

Sustainability-linked loans Q27

' We only report 2023 figures in this table due to our use of a new methodology to categorise our
contribution to environmental objectives in 2023. As a result, comparable historic figures are not
available.

Finally, in Table 5.5 we list the loan volumes that we can align to
a certain extent with EU Taxonomy criteria. In addition, in this table,
we summarise the loans we have provided that meet the criteria of
sustainable frameworks from other external parties such as the
European Investment Bank, Loan Market Association (LMA) or local
governments. Please note that the volumes we report in this table

may partially overlap with those reported in Table 5.3 as different
methodologies were used. However, not all volumes reported in Table

5.5 are aligned with the EU Taxonomy criteria and therefore only partly
included in Table 5.5.

Table 5.5: Loans aligned to the EU Taxonomy criteria
and to criteria of other external frameworks
(KBC Group, millions of euros gross carrying amount)

2023!
Mandatory EU Taxonomy reporting? 406°
Voluntary EU Taxonomy reporting? 3750
EU Taxonomy-aligned loans to non-NFRD 1371
companies and SPVs and subsidiaries of NFRD
companies
Estimated EU Taxonomy-alignment of our 2 379
Belgian and Bulgarian mortgage portfolio
Others 3 055
Loans only complying with the Substantial 2 597
Contribution criteria of the EU Taxonomy
Loans that comply with other third-party 458

sustainability frameworks

" We only report 2023 figures in this table due to our use of a new methodology to categorise our
contribution to environmental objectives in 2023. As a result, comparable historic figures are not available.

2 Mandatory and Voluntary EU Taxonomy reporting are based on end-of-year figures. All other
figures are based on 30 September 2023 figures.

> Mandatory EU Taxonomy reporting is based on turnover KPI published by the NFRD counterparties.

We identify three different categories in this table:
+ Mandatory EU Taxonomy reporting: this includes mainly the EU
Taxonomy reporting volumes based on turnover KPI published
oy NFRD companies, as well as the loans we offer for assets and
activities that fully meet the criteria of the EU Taxonomy. Where
these are offered to corporate clients covered by the Non-Financial
Reporting Directive (NFRD), we include them in our Green Asset
Ratio. We also report these numbers in our Annual Report. These
oans are assessed per individual case against the technical EU
Taxonomy criteria. The client needs to provide the documentation
for this assessment, in some cases accompanied by a Second
Party Opinion. Retail loans offered to households, such as mortgage
oans and low-emission car loans that fully meet the criteria of the
-U taxonomy, may in the future be included in this ‘"Mandatory EU
Taxonomy reporting’. However, we cannot currently access all of
the required documentation for every loan in order to include
them in our Mandatory EU Taxonomy reporting.
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» Voluntary EU Taxonomy reporting:

- We also offer loans that fully meet the criteria of the EU
Taxonomy to corporate clients that have no NFRD obligations.
Moreover, here we also include project finance and Specidl
Purpose Vehicles (SPVs) for renewable energy projects for
this reporting year. Taxonomy legislation requires us to
make a distinction between counterparties subject and not
subject to NFRD disclosure obligations. We have applied this
definition strictly and excluded SPVs and subsidiaries of NFRD
counterparties for the mandatory reporting (conservative
approach), based on discussions at sector federations. However,
recent updates have indicated that these SPVs and subsidiaries
should be included in our mandatory taxonomy reporting.
Unfortunately, notification of this was not received in time to be
qualitatively factored into our 2023 reporting.

- This category also includes mortgage loans that meet the
criteria of the EU Taxonomy, but where we do not have access
to all the required documentation for each individual file. Here,
we used reliable proxies and estimates to calculate the share
of our mortgage portfolio that complies with EU Taxonomy
criteria. For example, we used rules of thumb to determine
whether the financed houses are considered new constructions
or acquisitions of an existing house. This allowed us to check the
Substantial Contribution criteria for energy performance for these
oortfolios. An example of how we verify ‘Do No Significant Harm'
criteria is our use of available flood maps to exclude houses in
flood-prone areas. We used proxies to estimate the Taxonomy
Alignment of our mortgage portfolio in Bulgaria and Belgium. For
more details on the proxies and estimates applied, we refer to
the 'Methodologies explained’ appendix.

»+ Others: We also contribute to our clients’ environmental objectives
in other ways. In Table 5.5 these are compiled under the heading
Others. We differentiate diverse types of loans in this section:
-Loans for which we were only able to verify the Substantial

Contribution criteria of the EU Taxonomy: We can prove

that a portion of our portfolio complies with the Substantial
Contribution criteria of the EU Taxonomy but have no information
on compliance of that portion with the ‘Do No Significant Harm'’
criteria. One example of this is our portfolio of electric and hybrid
vehicles with emissions below 50g CO_e/km. However, data on

tyres fitted and the circular material use requirements of these
vehicles is sometimes unavailable. We are therefore unable to
include them in our mandatory EU Taxonomy reporting. For that
reason, they are reported In this section.

-Loans that comply with other third-party sustainability
frameworks: We also offer loans that comply with reliable third-
oarty frameworks other than the EU Taxonomy. This includes
frameworks from the European Investment Bank, loans that
can e considered ‘green’ according to the LMA framework
or frameworks developed by local governments in our core
countries. This category includes loans to companies, specific
target groups and households.

Green Asset Ratio

In our Annual Report we report in more detail on our mandatory
Taxonomy eligibility percentages and our Green Asset Ratio (GAR),
.e. the Taxonomy alignment percentages for the assets of our
credit institutions.

The GAR is 0.2%, based on the counterparties’ turnover KPIs.

'his percentage is low due to limited data availability on the
‘axonomy alignment of our counterparties. A second reason for
this low percentage is the difference between the definition of the
GAR numerator and denominator. For instance, in the numerator,
corporate counterparties are limited to companies subject to the
NFRD, whereas the denominator must also include counterparties
that are not subject to the NFRD.

f we include both our mandatory and voluntary (as reported in
Table 5.5) Taxonomy aligned volumes we arrive at an aligned
percentage of 2.0/%.

KBC Bank supports green investments of governments, other
financial institutions and corporates by investing in Green Bonds
and Sustainability Bonds®. These are aligned with the ICMA Green
Bond Principles. Besides investing in these Green and Sustainability

“ For the own investments of KBC Insurance, we refer to the part on Investment portfolio
assessment.

Bonds ourselves, we also offer advisory services to our clients on
issuance of Green Bonds which are aligned with the ICMA Green
Bond Principles.

Table 5.6: Green Bond and Sustainability Bond investments
(KBC Bank NV, all subsidiaries, millions of euros)

Financed activity or asset 2023’

Own investments in Green? Bonds and Sustainability® Bonds issued by governments, 1476
other financial institutions and corporates (nominal value)

' We only report 2023 figures in this table due to our use of a new methodology to categorise our
contribution to environmental objectives in 2023. As a result, comparable historic figures are not
available.

2 Green Bonds (bonds of which the proceeds are used to (re)finance green assets or projects) in
ine with the ICMA Green Bond Principles (GBP).

> Sustainability Bonds (bonds of which the proceeds are used to finance or re-finance a
combination of green and social assets or projects) in line with the ICMA Green Bond Principles
(GBP), Social Bond Principles (SBP) as well as the Sustainability Bond Guidelines (SBG).

In 2023, we also calculated the alignment of our non-life insurance
portfolio with the EU Taxonomy criteria for climate change
adaptation for the first time. Currently, 156 million euros of the gross
written premium (GWP) is deemed to be compliant with these
criteria. This specifically relates to KBC Insurance's 'fire and other
damage to property insurance’ portfolio in Belgium. In the coming
years we will continue to work to more closely align the insurance
poortfolio with the EU Taxonomy criteria in all our core countries.

Table 5.7: GWP aligned to the EU Taxonomy criteria for climate
adaptation (KBC Insurance NV, millions of euros)

2023’

Non-life insurance (GWP)? 156

" We only report 2023 figures in this table due to our use of a new methodology to categorise our
contribution to environmental objectives in 2023. As a result, comparable historic figures are not
available.

2 GWP includes the total amount of premiums recognised for the whole period of coverage,
orovided by the insurance contract, regardless of the fact that such premiums may relate in
whole or in part to a later financial year or accounting period and irrespective of premium
oayment conditions (e.g. monthly versus quarterly versus yearly premium payments).

READ MORE

More detailed figures on our contribution to environmental objectives
‘Sustainability facts and figures: Sustainable finance'

More information on mandatory Taxonomy reporting at KBC
KBC Group Annual Report: 'Our strategy: Our role in society'
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Governance

Our environmental governance is fully embedded in our overall
sustainability governance. It spans all levels and functions of our
company. We therefore refer to the ‘Sustainability governance’ part
of this report for a detailed overview of our overall sustainability
approach.

Strategy

The strategy of our Sustainable Finance Programme is embedded
within our overall sustainability strategy to the largest possible
extent. We therefore refer to the section on ‘Our sustainability
strateqgy’ for further reading on our overarching sustainability
strategy. Our Sustainable Finance strategy also has some specific
action terrains:

» White Paper approach: Our environmental strategic initiatives
focus in large part on the sectors and product lines that have
the largest environmental impact. For each of these sectors
we developed White Papers in which we assess the impacts,
dependencies and associated risks and opportunities of different
environmental challenges. For further details on the themes please
see the White Papers section further in the document.

+ Customer engagement: Customer engagement is a central part
of our sustainability strategy because we believe we can only
achieve change in collaboration with our clients. Climate has
been the main sustainabillity topic in discussions with our clients,
but other environmental topics such as deforestation or plastic
oollution are gaining attention.

» Product development: We want to incorporate environment-
related opportunities as much as possible into our core products,
such as bonds, loans, investments and insurance contracts.

» Internal Carbon Pricing: We have developed an approach
that includes the estimated costs of emissions in the internal
accounting of companies and organisations. We refer to this
methodology as Internal Carlbon Pricing (ICP).

In the following sections, we further elaborate on these elements.

READ MORE:

Overview of our sustainability governance
‘Sustainability governance'

CSOB in Czech Republic offers a ‘Lifestyle-CO2 calculator’. The
tool provides an analysis of the personal carbon footprint of its
users. The analysis is based on the user's consumption in four
areas: housing, transport, food and other personal consumption.
The consumption in these areas is then converted into a total
carbon footprint per user. The calculator is free and takes eight
minutes to complete. It is available at www.csob.cz/uhlikova-

stopa.

White Paper approach

Our Sustainable Finance Programme focuses on the sectors and
oroduct lines that are the most carbon intensive. We refer to these
sectors as our "‘White Paper sectors. These sectors are energy,
commercial real estate, agriculture, food production, building

and construction, chemicals, transportation and metals. Three
oroduct lines are included in these sectors. These product lines are
mortgages, car loans and car leasing-.

Details on outstanding loan volumes and financed GHG emissions
for these sectors and product lines can be found in the Metrics and

targets’ part of this section and the 'Sustainability facts and figures'
section of this report.

All White Paper analyses focus on our credit business, advisory
services and (if material) insurance activities. We also looked at
the specific contexts in our core countries in more detailé. To that
end, the relevant local departments work closely together with their
respective central departments.

The White Papers are regularly updated to include important new
developments in the sectors and to enable the taking of timely
action. The Internal Sustainability Board closely monitors and
approves actions and targets established in the White Papers.

> Qur criteria for selecting these sectors are based on the materiality analysis methodology
specified in the TCFD recommendations. In short, we have chosen these sectors and product
ines because they have granted loan volumes that represent more than 5% of all our industrial
loans. We have also chosen them because they are important from the perspective of GHG
emissions and have a significant impact on climate change.

¢ Core countries for which a specific sector is considered not material or relevant, are not
included in the analysis according to the White Paper approach.

In 2023, the White Papers update focused on the following

elements:

+ The latest technological changes in these sectors and legislative
evolutions; and

+ An in-depth analysis of climate-related physical and transition
risks in each of the sectors and risk mitigation measures for our
oortfolios.

We supplemented the transport White Paper with specific analyses
for the aviation and shipping sectors. While these sectors have a
very limited representation in our loan portfolio, they are among the
world's leading emitters of greenhouse gases.

We extended the scope of our White Papers from the initial focus
on climate change to include other environmental objectives:
biodiversity, pollution, water and circularity. This underlines the
growing importance we are attributing to these topics and will,
among other things, provide the necessary foundation for our
subsequent CSRD and TNFD reporting.

In this first step, we looked at specific themes related to other
environmental objectives in more detall, for a selection of

sectors. We selected White Paper sectors with a high impact or
dependency on one of the environmental objectives: agriculture,
food and beverages, building and construction, metals and
chemicals. We made a high-level risk assessment, including EU
and national legislation, for each of the themes. Topics where we
expect an impact on our clients were included in an engagement
track as well as a gradual data collection strategy. We will continue
to monitor similar topics using our White Paper approach in 2024.
We will do this, either on a sectoral level or take a more thematic
approach across various sectors.

More details on the conclusions of the White Paper sectors can be
found in the 'Metrics and targets’ section.

READ MORE:

More details on the results and conclusions of the various White Papers
‘Metrics and targets

'KBC's climate-related targets

KBC Group Climate Report
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Customer engagement

Customer engagement plays an important role in our Sustainable
Finance Programme. We have had an active customer engagement
strategy in place since 2020. Initially, this strategy focused on larger,
mid-cap clients in Belgium. We gradually expanded this scope to all
our core countries and to smaller clients, to include SMEs (small and
medium-sized enterprises) as well.

The dialogues with customers focus on creating awareness about
environmental, social and governance (ESG) topics, such as climate
change, and stimulating and incentivising positive actions by our
clients. In these dialogues, we aim to e a partner in our clients'
sustainability transition and to encourage them to take necessary
steps to make their businesses more sustainable. Where relevant, we
oAy attention to specific themes, such as sustainabllity reporting,
subsidies and regulation. Examples of topics include the Corporate
Sustainability Reporting Directive, the EU Taxonomy or the EU
Deforestation Regulation. In doing so, we aim to help our clients gain
an understanding of what these regulations are, their importance and
how they should be applied.

We want to offer tailored solutions and expert advice. To do so, we
are working with partners such as Encon in Belgium. But we also aim

to support our corporate clients in their sustainakility transition with our
own solutions, such as GreenOmeter in Czech Republic and EcoWise in

Belgium.

- In 2023, KBC acquired 50% in GreenOmeter, a startup based in Czech

Republic focused on digital ESG advisory. GreenOmeter participated
in the Czech 'Start it @ CSOB' programme. GreenOmeter's vision

s to help as many businesses as possible with their sustainable
transition using data and artificial intelligence. To this end, it offers

a technological platform that offers carlbon footprint calculation for
companies Scope 1, 2 and 3 emissions. Based on this, it provides

companies with individualised ESG reports, advice on how to improve

the sustainability of their business and financing options tailored to
the business' processes and needs. For the moment, the tailored
GreenOmeter proposition is offered to CSOB's corporate and SME
clients. We are continuously working on improving the offer of digital
ESG advisory on the GreenOmeter platform and on making the tool
accessible to smaller corporate clients.

CSOB is the first bank on the Czech market to offer its
corporate and SME clients the opportunity to digitally
calculate their direct and indirect CO, footprint because
of the collaboration with GreenOmeter. Our goal with
this platform is to provide our clients an objective view of
their environmental impact.

GregndMeter

"We look forward to working with the entire KBC
Group to help accelerate this transition using a Czech
platform that is user-friendly and fully automated,

and that helps companies to leverage sustainability
as a business opportunity. Through this collaboration,
we will be able to offer new tools and services to help
businesses more effectively monitor and manage their
_ sustainability goals and reduce their environmental
Sl footprint.”
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Karel Kotoun, co-founder of the GreenOmeter platform.

» In 2023, KBC Belgium launched a new subsidiary, ecoWise.

The company guides and supports SMEs in Flanders with their
sustainability transitions. It does so with a specific focus on energy
efficiency and renewable energy. EcoWise's energy consultants
are spread across the Flanders region. They give tailored advice
to their clients on the energy use of the company.

A fixed, four-step approach is used. Once the client’s current
energy consumption is mapped, ecoWise looks for sensible

ways to reduce their energy consumption. This could include the
recovery of heat from production processes, for example. In a
next step, ecoWise investigates whether renewable energy can
be incorporated to meet remaining energy needs. Finally, ecoWise
also provides an overview of the grants and sustainable financing
solutions that KBC can offer. By the end of 2023, ecoWise had
already supported 249 SMEs and had provided advice to 45
businesses in the agricultural sector. On average, clients that
worked with ecoWise were able to decrease their energy-
consumption-related costs by 15-25%.

KBC's new subsidiary ecoWise has been assisting
entrepreneurs with customised energy advice since the
' beginning of 2023. Among them was De Zuivelarij, a
dairy producer in Berlare, Belgium. EcoWise suggested
several energy savings and measures. For example,
previously, all the heat generated during production
processes used to go to waste, but on the advice of
ecoWise, De Zuivelarij invested in two heat exchangers
to capture the heat. Now, all milk is heated entirely with
recovered heat.

We train our relationship managers to increase their awareness
about ESG issues and to increase their knowledge of environment-
related risks and opportunities. Through this training, we also aim
to give them the tools to be able to support our clients in their
sustainability transitions. In some cases, the training is sector
specific.

We also make use of these client conversations to gather
environmentally relevant data. Our work is increasingly structured

through the use of surveys and ESG assessments. Carbbon-footprint

calculators deliver valuable insights and help in defining positive,
climate-related investments. Based on insights derived from the
White Papers, we set up more extensive surveys for specific sectors
or collect additional data on specific metrics.

Across the various core countries, more than 5 000 conversations

with corporates and SMEs were conducted in 2023. We will continue

to hold these conversations in the coming year. In addition, we
have set targets for several activities in our core countries. These

include, for example, targets for the number of customer awareness

meetings, carbon-footprint calculations or signed contracts for
specific solutions.
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Product development

Climate change and the other environmental objectives defined in
the EU Taxonomy carry several risks but also many opportunities.
We believe that we have an important role to play in managing
and seizing these opportunities.

As part of our White Paper approach, we have identified severdl
opportunities to accelerate the transition. In Table 5.8, we provide
an overview of the main opportunities identified. We also indicate
a selection of our products and services that make use of these
opportunities. We further elaborate on these products and services
IN the White Paper sectors part of the ‘Metrics and targets’ section.

READ MORE:

Details on our strategic approach towards the White Paper sectors
‘White Paper approach’

Table 5.8: Climate- and other environmental objectives-related
opportunities for KBC

White Paper sector

Opportunity

Selection of products

and services

Energy

%

Energy transition to alternative and
affordable energy sources

Green hydrogen production
Increased electricity storage capacity

Real Estate

%

Retrofitting buildings and energy-
efficiency advisory services
Integration of renewable energy such
as energy-efficient heat pumps and
photovoltaics

Transport

=

Transition to electric vehicles and bicycles
Green hydrogen and electrification for
long-haul transport

Use of recycled plastic and batteries for
the remanufacturing of vehicles

Agriculture

03

Bioenergy from agri-food waste
resources

Regenerative farming practices
Smart and precision farming

Food and beverages

©

Energy-efficient production
Higher recycled content of plastic
packaging

Building and
construction

Bio-based and carbon-negative building
materials

Modular constructions

Electrification of machinery

Upcycling of demolition waste

Metals

W

Electric arc furnaces for steel production
Green hydrogen as an energy source
Upcycling of steel and aluminium in scrap
waste

Recollection of electric vehicles batteries
for recycling of precious metals (e.g. rare
earths, lithium)

Chemicals

O

Green hydrogen as a feedstock and as
an energy source

Higher recycled content of plastics
through effective Extended Producer
Responsibility (EPR) recollection systems
Application of advanced recycling
techniques

Safer alternative chemicals to PFAS

Expert advice for
corporate and retail
banking clients through
our own network, through
partnerships or through
our mobile channels

Energy services

Financing cleaner energy
supply

Stimulating clean
and efficient energy
consumption

Financing and insuring
sustainable buildings and
home renovations

Financing and insuring
low-emission cars and
bicycles

Sustainability-linked loans

Issuance of Green Bonds

Internal carbon pricing

We have developed a tool to consider the theoretical costs of
carbon emissions in our decision making in 2021. We refer to this
methodology as Internal Carlbon Pricing (ICP).

The tool is meant to support decision makers to assess for instance
credit proposals in carbon-emitting sectors such as the energy,
chemical, metals, building material and car manufacturing sectors.
In this way, it allows to identify opportunities and risks related to
carpbon emissions within the context of requests for credits. We
currently mainly use the ICP tool in the context of larger credit files.

We review our ICP levels annually using data from reliable and
established providers — such as the International Energy Agency or
the Network for Greening the Financial System.

Colleagues in Business Unit Belgium started a CO, pilot based

on ICP. In it, colleagues used estimated counterparty greenhouse
gas emissions and KBC's ICP to test the sensitivity of a company's
earnings and this outcome can be a catalyst for further financial
analyses. Based on the outcome of the pilot it will be decided if the
results of this sensitivity analysis will be used to initiote discussions
with clients. The pilot will also focus on companies that are active in
the most carbon-intensive industries.

We are continuously exploring potential other use cases for our ICP.
For instance, as a next step we will further explore how we can in-
crease awareness among our SME clients about the intrinsic cost of
carbon emissions. To do so, our internal carbon pricing could mirror
the theoretical cost attached to clients' carbon emissions and help
them steer towards low-carbon activities and detect low-carbon
iINnvestment opportunities.

7 For more in-depth information on our ICP methodology we refer to our 2021 Sustainability Report.
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Risk management

The effects of climate change and other evolutions in the context
of ESG are becoming increasingly visible. The expectations and
mindsets of our stakeholders are changing accordingly. If not
addressed, environmental change is expected to have devastating
effects, such as extreme storms, floods, pandemics, mass migration
and economic crises. Aside from these physical risks, transitioning
to a more sustainable economy also induces additional risks, which
may impact clients as well as financial institutions. Climate risk has
therefore been reconfirmed as a top risk for KBC in 2023. Moreover,
other environmental risks have also been included as top risks given
their increasing relevance. We cover our risk approach in-depth

iIn our Risk Report. In this section, we provide a summary of our
approach.

We distinguish between two types of environmental risks, as
defined by the TCFD and the TNFD.

Transition risks arise from disruptions and shifts caused by the
transition to a low-carbon, climate-resilient or environmentally
sustainable economy. Transition risks are driven by potentidl
changes in policies and regulation, technological development
and/or customer behaviour. This, in turn, may result in stranded
assets and/or reputational and litigation risks. These risks may
affect the stability and value of our loan and investment portfolios.

Physical risks refer to potential financial implications from physical
ohenomena associated with climate and environmental trends
and extreme weather events. Climate and environmental trends
include, for example, changing weather patterns, rising sea levels,

READ MORE

More detail on KBC's risk and capital management, including linked to ESG-related risks
KBC Group Risk Report

More details on KBC's sustainability framework
KBC Group Sustainability Policy Framework

Overview of KBC business ethics related corporate policies
‘Business ethics’

More details on our sustainability and climate-related governance
‘Sustainability governance'

iIncreasing temperatures, chronic heat waves or gradual changes
to the state of nature such as biodiversity loss. Extreme weather
events may refer, among other things, to storms, floods, fires,
heatwaves or droughts.

Also, climate and other environmental risks such as biodiversity

loss, water stress, pollution and waste management are heavily
interlinked. For example, biodiversity loss may be accelerated by
the adverse effects of climate change. At the same time, it can also
have a re-enforcing effect on climate change. Moreover, these risks
can also significantly affect financial institutions' balance sheets in
several other ways, through their clients and investments. We are
therefore also increasingly taking these other environmental risks
iNto account in our risk analyses.

Risk governance

The management of ESG risks is embedded in our existing Risk
Management Governance. The ‘Three Lines of Defence Model
constitutes the cornerstone of KBC's risk governance. It specifies
the roles and responsibilities regarding risk management for all
risks to which KBC is exposed. This also

includes ESG risks.

Moreover, the risk function is actively

represented on the main sustainability

committees at the group and local level. For further reading on this,
we refer to the ‘Sustainability governance’ part of this report.

Integration into risk management frameworks
and processes

The KBC Enterprise Risk Management Framework defines KBC's
overall approach to risk management and sets group-wide
standards for risk management. It covers all risks to which KBC
s exposed. This includes ESG risks, which are gradually being
embedded in KBC's overarching risk management processes.

ESG risks, including climate risk, are identified in our risk taxonomy
as key risks related to KBC's business environment. ESG risks are
considered as key risk drivers of the external environment that
manifest themselves through (all) other traditional risk areas, such as
credit risk, market risk, technical insurance risk and reputational risk.
As such, we do not categorise ESG risks as standalone risk types.
To this point, our main focus has been climate risk. Risk assessment
methodologies for climate risk are much more advanced than
methodologies for some of the other ESG risk areas. At KBC, our
initial focus has also been on the integration of climate-related risks
within all risk management frameworks and processes, such as risk
identification, measurement, stress testing and risk appetite.

However, we are increasingly taking environmental risks other than
climate change into account in our risk analyses. We also integrate
social and governance risks into our risk management approach,
iIncluding anti-money laundering, anti-corruption, data protection
and cyber security.

Risk identification

We use a variety of approaches and processes to identify new,

emerging and changing risks, including climate and other ESG

risks. We incorporate a forward-looking perspective by considering
emerging risks in the short
(O-to-3-year horizon), medium
(3-to-10-year horizon) and long term
(lbeyond a 10-year horizon).

To ensure pro-active risk identification, we have already taken
several initiatives. In this section, we provide a short overview of the
most important approaches. For more detail, we refer to the KBC
Group Risk Report.

Climate and other environmental risks, cyber risk, compliance

risks (including anti-money laundering, GDPR and embargo) and
conduct risk have been identified as top risks by the Group Executive
Committee and the Board of Directors for some years now.

We take sustainability and climate-related risks (e.g. greenwashing)
INto account when deciding on new products or services.
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We assess the risk impacts of relevant environmental risk drivers
within our White Paper sectors. Where relevant, we provide more
details on this in the section on our ‘White Paper approach’ of this
report.

In 2022, KBC developed a Climate Risk Impact Map which is being
reviewed on an annual basis. The goal of the map is to identify

the most significant climate-risk drivers that have an impact on
KBC's businesses and portfolios for different time horizons and
climate scenarios. With respect to traditional risk types, it reflects
the impact of transition and physical risk drivers. As of 2022, we also
began integrating findings from the Impact Map into our core risk
management processes (e.g. risk appetite and stress testing).

In 2023, KBC performed a pilot exercise to identify the most
significant risk drivers relating to biodiversity loss, pollution and
water stress. As 2024 progresses, we aim to gradually integrate the
conclusions from this exercise into an overarching Environmental Risk
Impact Map (incl. climate change).

Our ambition is to make continuous progress regarding physical
risk assessments for our loan and insurance portfolios. \We
performed a flood risk assessment in line with the UNEP F
methodology for various home loan and corporate/SME portfolios
across the KBC Group. We also extended this assessment to

our property insurance portfolios since these are naturally more
sensitive to evolutions in flood risk. In parallel, we collected portfolio
data and enlisted scientific support to identify our portfolios’
sensitivity to the other physical risks listed within the Climate Risk
Impact Map.

A sector-based, environmental and social (E&S) sectoral heat map
is embedded in our loan origination and review processes. We use
this heat map as a tool to identify E&S risks in the Corporate and
SME loan book. Additionally, KBC makes use of the ESG Assessment
Guide which is a supporting tool for credit advisors and decision
makers assessing environmental and social risks with respect to
loan origination. Like the heat map, the Assessment Guide's scope
extends beyond climate and takes other environmental and social
risks into account.

KBC Asset Management accounts for ESG risk in its investment
oolicy by applying an exclusion policy and integrating the ESG
scores of issuers. For further information please refer to the part on
'Responsible Investing'.

We analyse the potential impact of extreme natural events on our
non-life, property insurance portfolio. External broker and vendor
models are used by KBC Insurance entities to model these events.
Physical risks in other regions around the world are also closely
monitored, as these can affect the global reinsurance market on
which KBC relies.

-inally, ESG risk signals are regularly reported to the Group
-xecutive Committee, the Risk and Compliance Committee and
Board of Directors via the Integrated Risk Report.

Risk measurement, scenario analysis and stress testing

We make use of a series of tools and methodologies to provide
further insights into the impact of climate change on our business
model. Additionally, we aim to use these tools to assess the impact
of our activities on the environment. By doing so, we want to
gradually improve our credit underwriting and investment policies
as well as our engagement with our clients. For more information,
please refer to the part on ‘Metrics and targets' in this section and
the Risk Report.

We apply stress tests and sensitivity analyses to our lending,
iINnsurance and investment activities. The results of these tests allow
us to identify weaknesses or blind spots and to assess capital and
iquidity adeguacy.

Climate risk is playing an increasingly prominent role in the
scenarios of KBC's stress tests and sensitivity analyses. We also
consider other ESG drivers, such as operational risk losses due to
possible cyber hacks. More insights can e found in the Risk Report.

Setting and cascading risk appetite

KBC has a well-developed Risk Appetite Statement and process

to support KBC in the successful implementation of the strategy, as
outlined in this statement. Our risk appetite covers all material risks
that we are exposed to. It pays particular attention to risks that
dominate the external environment, now and in the future.

Climate impacts are firmly embedded within our Risk Appetite
Statement and process. \When integrating climate risk reflections
into our Risk Appetite process, we not only focus on short-term
impacts, but also take extended time horizons into consideration.
Other ESG themes, such as cyber, information or reputational
risks, are also included in our risk appetite objectives. All these risk
appetite objectives are then translated for the different risk types,
such as credit, market, insurance, compliance or operational risks.

In turn, KBC's risk appetite is supported by its policies on
sustainable and responsible lending, insurance, advisory services
and investments, as well as its sustainability targets. In this way, KBC
aims to safeguard its long-term sustainability.

In 2023, we introduced a set of climate-related Key Risk Indicators
INto our Risk Appetite process. Indicators were defined for the most
material transition and physical risks, as defined in the climate risk
impact map, and covering a large part of KBC's activities and
oortfolios. These are reported on half-yearly basis in the Climate
Risk Dashboard, submitted to GExCo, RCC and BoD.

More information on our policies and sustainability targets can
be found in the part on ‘Sustainability policies’ and the part on
'Our sustainapility targets' in this report.
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Risk analysis, monitoring, reporting and follow-up

Indicators for climate-related risks and opportunities are integrated
into the KBC Sustainability Dashboard. Given that ESG risks are well

integrated into ICAAP/ILAAP/ORSA® and related analyses, these
risks are already extensively addressed in these reports.

In 2023, a Climate Risk Dashboard was developed that is reported
twice a year in the Integrated Risk Report. It is used to monitor

the most material transition and physical risks (as defined in the
Climate Risk Impact Map) for all risk types, and to keep track of the
abovementioned Key Risk Indicators. The Dashboard will continue
to evolve in tandem with improvements in data availability and
quality.

The Board of Directors, the Risk & Compliance Committee, the
Executive Committee and the Internal Sustainability Board are
the primary recipients of the various outputs of the main risk
management processes.

All regulatory disclosure requirements are guided by the dedicated
Data and Metrics project within the Sustainable Finance
Programme.

Since Decemlber 2022, the EBA templates for Pillar 3 disclosures on
ESG-risk are included in the Risk Report.

Also, regarding the Sustainable Finance Disclosure Regulation
(SFDR), KBC (and particularly KBC Asset Management) is
implementing the various disclosure requirements (regarding entity,
service and product level).

8 The Internal Capital Adeguacy Assessment Process (ICAAP) and Internal Liquidity Adeguacy
Assessment Process (ILAAP) submission is a comprehensive set of documents, in which all
material evolutions in the risk, capital and liquidity situation of KBC Group, its business model,
governance and risk management are documented and summarized in Capital and Liquidity
Adequacy Statements. These documents are input into ECB's Supervisory Review and
Evaluation Process (SREP).

Metrics and targets

We gather climate-relevant data to monitor and steer the climate
performance of our portfolios. We also use them to set targets and
to meet the reporting requirements of regulators and supervisors.
This section gives an overview of the outputs and targets that

are already in place as well as the methodologies used. First,

we discuss our lending business, specifically for our White Paper
sectors. Second, we discuss our approach for determining the
climate performance of our investment portfolios. Lastly, in 2022 we
began to assess the climate impact of our insurance underwriting
business through a pilot project. This year, we report on this project
for the first time.

We use a variety of methodologies to track the climate-related
impact on and of our portfolios. All our tools support us in a variety
of ways to correctly report the climate-related impact of our
portfolios. Their combined use allows us to set targets for and to
increase the sustainability of our portfolios.

For our loan portfolios, we use:

- PACTA (Paris Agreement Capital Transition Assessment);

- Internally developed physical and transition risk models, and;
- PCAF (Partnership for Carbon Accounting Financials).

For our investment activities, we use the Trucost data and
methodology.

For our insurance business, we use the PCAF guidelines for
insurance-associated emissions.

READ MORE

PACTA methodology and results
‘Methodologies explained: PACTA

Climate target setting, PCAF methodology and results
'Metrics and targets: Loan portfolio assessments'

‘Metrics and targets: Assessment of the insurance underwriting portfolio’

'‘Methodologies explained: Target setting’
'‘Methodologies explained: PCAF

Trucost methodology and results
‘Metrics and targets: Investment portfolio assessments'
‘Methodologies explained: Trucost’

We have started a dedicated Data and Metrics Project to deal with
challenges regarding the availability of correct and usable data.
This is necessary since collecting the necessary and sufficiently
granular, climate-related data on our portfolios is still a major
challenge. This is especially the case for private individuals, SMEs
and mid-caps. Most of these clients do not yet have basic, climate-
related data or calculations of their GHG emissions available.
Larger companies are often already required to disclose non-
financial data and are hence able to share climate-related data
more easily. Yet, overall, there is still a long way to go in improving
data gathering on climate-related issues.

Within the Data and Metrics Project we aim to identify the data
that need to be collected. In a subsequent step, we want to
integrate the gathering of these data in all relevant processes in
our core countries. To further expand our ESG data ecosystem, we
invested this year in four main areas:

- We acquired additional external data sources.

- We implemented tools to calculate and report on relevant ESG
metrics.

- We introduced Artificial Intelligence technigques to gather and
structure ESG data.

- We invested in the standardisation of data feeds across our
group. These investments are aimed at improving the re-usability
of ESG data in the different reports and supporting diverse
reporting requirements.
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Loan portfolio assessments

KBC has calculated the financed emissions (i.e. KBC's Scope 3) for
at least a portion of its portfolios since 2019, using the PCAF Global
Standard. Over the years, the scope of these calculations has
gradually expanded. Since 2021, we have applied this methodology
to estimate the financed emissions of our entire portfolio. In this
section we build further on our first Climate Report, in which we set
and communicated sectoral climate targets for our lending activities.
As part of that, we give an update of the financed emissions from
our loan and lease portfolio. We also report on our 2023 progress, in
comparison to the targets set in our climate report.

Measuring the indirect climate impact of our lending activity is a
crucial first step in defining climate strategies. \We measure this
indirect climate impact by calculating the Scope 3 GHG emissions

associated with our lending activities (so-called financed emissions).

In this section of our report, we use the term ‘financed emissions'

to refer to our financing share in our clients’ Scope 1and 2 GHG
emissions. We do this to align the scope of financed emissions with
the emissions that are in scope for our lending climate targets. KBC
also reports, in full, on the financed emissions of our entire loan
portfolio (i.e. financed emissions associated with our clients’' Scope
1, 2 and 3 emissions) in the 'Sustainability facts and figures' section
of this report.

—or further reading on our financed emission calculation approach,
olease refer to the ‘Methodologies explained’ appendix of this
report. The overview of these financed emissions is based on the
PCAF Global Standard and is not comparable to similar information
in other reports released by KBC (such as EBA Pillar 3 reporting,) due
to differences in scope and calculation methods.

This is our third consecutive year of reporting on the financed
emissions of our loan portfolio. Due to changes in data gquality,
reporting scope (e.g. the inclusion of KBC Bank Bulgaria) and
portfolio evolutions comparing 2023 bottom-line financed
emissions with previous reports should e undertaken with caution.

Nevertheless, fi