Social Bond Framework 2022

I Introduction
The Hamburgische Investitions- und Förderbank (IFB Hamburg) is the promotional bank of
the city of Hamburg. Founded in 1953 as Hamburgische Wohnungsbaukreditanstalt, the
organization expanded its tasks and was renamed Hamburgische Investitions- und
Förderbank in 2013.
IFB Hamburg is 100% owned by the State and the City of Hamburg bears the unlimited
responsibility for its financial obligations and liabilities. The City of Hamburg is also directly liable
for loans from IFB Hamburg and for loans directly guaranteed by IFB Hamburg.
The programs and activities include the promotion and support of the development and
dissemination of housing, environmentally friendly technologies and processes as well as
innovation and urban development. In addition to awarding low-interest loans and grants, IFB
Hamburg offers advice on the City of Hamburg’s, the Federal Government’s and the European
Union’s public funding opportunities.
The tasks of the IFB Hamburg are defined by the political agenda and priorities of the City of
Hamburg. Loans and grants to promote access to private housing as well as to build and
modernize tenement houses are the core of the Bank's business activities.
The rental housing market in the Hanseatic city of Hamburg is under pressure due to
demographic changes and increased demand for smaller housing units. This makes it more
difficult for certain population groups to find affordable rental space.
Based on these requirements, the Senate is committed to a program that in new housing units
requires a 30% share of social housing. IFB Hamburg has the direct mandate to enable this goal
and to support the development of social housing by offering low-interest loans and grants (oneoff or ongoing) for the construction, expansion or modernization of new and existing apartment
houses.
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II System of the Social Bond Framework
The Social Bond Framework describes the procedure and the selection of refinanceable loans
as basis for the issuance of social bonds of the Hamburgische Investitions- und Förderbank.
United Nations Sustainability Goals – Sustainable Development Goals (SDGs)
The United Nations (UN) set up 17 goals for sustainable development, that
shall contribute to sustainable development at an economic, social and ecological level. The
goals entered into force on 1 January 2016 with a term of 15 years (until 2030) and apply to all
states.

Graphic: Sustainable Development goals of the United Nations (https://www.un.org/sustainabledevelopment/news/communicationsmaterial/)

The promotion programs of the Hamburgische Investitions- und Förderbank address almost all
of the United Nations' sustainability goals. This social bond framework considers only loans from
the social housing sector, which can be assigned to the sustainability goals (1) no poverty, (10)
reduced inequalities and (11) sustainable cities and communities.
Social Bond Principles (SBPs) of ICMA
In the Social Bond principles the International Capital Market Association (ICMA) published
voluntary process guidelines on the issuance of social bonds. The purpose of these guidelines is
to promote integrity in the social bond market through transparency, disclosure and reporting
policies to increase by providing information the capital allocation to social projects. The Social
Bond principles provide examples of project categories for classifying loans with added social
value and of target groups for which the loans alleviate social problems and/or have positive
effects.
The IFB Hamburg selects the refinanceable loans with added social value based on the project
categories of the Social Bond Principles. Within this social bond framework, only loans for
social housing are taken into account, which are assigned to the project categories of
affordable Housing for the target group of people and children affected by poverty.
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The Social Bond principles provide issuers with a clear recommendation on the procedure and
disclosure to enable a deeper understanding of the specific social bond characteristics for other market
participants (investors, banks, consortium banks, brokers and others). The four core components of the
Social Bond principles are:
1. Use of Proceeds
2. Process for Project Evaluation and Selection
3. Management of Proceeds
4. Reporting
which are discussed in detail in this framework below.

1. Use of Proceeds
The proceeds from this framework for social bonds are fully allocated to the refinancing of
existing liabilities from IFB Hamburg's promotion programs for social housing projects
according to the eligibility criteria listed below.
Promotion
program of the
IFB
Apartment Building

Social Bond
Principles
Category
Affordable
Housing

Target Group

Sustainable Development
Goals

People
threatened or
affected by
poverty

2. Process for Project Evaluation and Selection
The loans from the corresponding projects are eligible according to the following criteria:
The construction or expansion of existing or new tenement apartments is
(i) Intended for use by the target groups for at least 15 years after completion of the
construction; and
(ii) Subject to pre-determined rental prices for the target groups1.
Promotion Programs
IFB Hamburg awards loans and grants for the construction or development of tenement
apartments, which are eligible according to the criteria defined above, within two promotion
programs (1. Förderweg + 2. Förderweg) These two promotion programs (i) define two different
target groups by two different income classes and (ii) define

1 the duration of the rental price and occupancy obligations is usually the same as the duration of the support.
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different levels of pre-determined rental prices for the two defined target groups. See Table 1 for
more details on the two programs. The respective funding will be provided over a period of at
least 15 years, optionally over 20 or 30 years.
The aim of the rental housing promotion is to support households that cannot adequately provide
themselves with housing on the market; in particular, support is given to families and other
households with children, people with disabilities, the elderly and students, as part of the
HmbWoFG2.
Target Groups
Target groups are individuals with an annual household income within a certain income
limit. These are determined by legal regulation by the City of Hamburg within the scope of
§8 HmbWoFG 3 (HamburgerWohnungsbauFördergesetz).
This results in two income classes – one for low-income groups, the other for middle-income
groups. The program framework, including the income levels, is determined by the City of
Hamburg.
Persons within the income groups defined in the IFB promotion programs receive a residence
permit from the respective district office. In order to rent social housing subsidized by IFB
Hamburg, these target groups must submit the permit for subsidized housing, which shows that
their annual household income falls within the defined income limits of the individual programs.
All rental agreements must state the eligibility requirements that are the basis for the
certification of the respective tenants.
Pre-defined rental prices for target groups
Pre-defines rental prices for eligible apartments are fixed in the following structure:
1. Hamburg sets an initial rent per square meter. The amount of the initial square meter
rent for residential units, which are funded by the Hamburg IFB from public funds, is
determined annually by the Hamburg Senate. The initial rent differs according to the target
groups described (see Table 1 for details). The initial rent is below the market price of the
rents in Hamburg4.
2. The funding guideline defines a maximum rent increase per square meter, which can be
carried out every 2 years. The application of this rent increase begins only after the apartment
has been ready to move in.

2 https://www.landesrecht-hamburg.de/bsha/document/jlr-WoFGHArahmen
3 the current income limits according to § 8 of the Hamburgische Wohnraumförderungsgesetz are
1. For a one-person budget of 12,000 euros per annum,
2. For a two-person budget of 18,000 euros per annum,
Plus 4,100 euros for each additional person belonging to the household.
4 In year 2021, the initial rent level for new social housing is EUR 6.80,- per square meter, while the normal market rent for new units is around EUR 10.92 to 17.08 per
square meter (rental level 2021). In 2017, the initial rent amounted to EUR 6.40 per square meter, compared to EUR 9.79 to EUR 15.22 per square meter (rent level 2017).
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Table 1

Promotion Program: 1. Förderweg
Target group: Low income

Year
2017
2018
2019
2020
2021

Rent
Per square
meter
6.40 €
6.50 €
6.60 €
6.70 €
6.80 €

Rent Increase
Per square
meter
0.30 €
0.30 €
0.20 €
0.20 €
0.20 €

Promotion Program: 2. Förderweg
Target group: Middle income

Year
2017
2018
2019
2020
2021

Rent
Per square
meter
8.50 €
8.60 €
8.70 €
8.80 €
8.90 €

Rent Increase
Per square
meter
0.30 €
0.30 €
0.20 €
0.20 €
0.20 €

From the loans granted and promised under the above-mentioned Promotion programs,
the active/passive management in cooperation with the credit department selects
suitable projects and the associated loans.
In order to avoid replacing projects/loans during the term of the social bond, the nominal
loan capital allocated to the social bond significantly exceeds the proceeds of the
issuance. The detailed selection of projects / loans is made under the following
specifications:
Residual capital at maturity of the bond exceeds the proceeds of the issuance
If possible, loans already fully disbursed
Recent grants are selected first
Only loans that have not been allocated elsewhere can be allocated
The identified loans are identified in the inventory system.

3. Management of Proceeds
The allocation of the proceeds from the social bond to eligible projects and loans is
carried out internally by IFB between the departments of active and passive
management and the credit departments. The loans allocated are identified in the
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inventory system and kept in an internal reporting system.
The loans selected for this project were approved between 2017 and 2021.
If the proceeds of the issue cannot be fully allocated due to payment obligations, this part will
flow into IFB's overall bank management until the loans are paid out. The disbursement and thus
the allocation is usually made within 12 to 18 months according to construction progress.
The assigned loans have a binding period beyond the term of the bond and the proceeds are
allocated to fully existing financing obligations.
The portfolio of eligible projects and loans selected by IFB Hamburg, with apparent nominal overallocation, ensures that the proceeds of the issuance are used for the refinancing of the selected
financing during the entire term of the social bond issued.

4. Reporting
All promotion program loans are included in the balance sheet of IFB Hamburg, which is
publicly available on its homepage (www.ifbhh.de).
IFB Hamburg will publish a separate report on the proceeds from the social bond on its
website, listing all the underlying selected loans and liabilities.
This report is published annually during the term of each bond or until the proceeds are
fully allocated.
The report includes:
• Use of the proceeds of the issuance by binding period of the loan (15 or 30 years)
• Use of the proceeds by customer group
• Use of the proceeds until the last year of the binding period
• Projects financed in the various city districts
• Size of the constructed units
• Type of construction

The initial presentation of the allocation of the proceeds of the issuance to the selected eligible
projects and loans as well as the annual reporting is prepared in the department of active and
passive management.
Subsequently internal audit reviews the reporting.
In the event of significant changes, separate reporting is carried out.
An example report of the IFB Social Bond DE000A2LQZ00 is shown on the following
pages.
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