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1. Background and objective(s)

Why endowment funds?

As legal entities in their own right, endowment funds constitute established approaches for 
the provision of long-term funding for predefined purposes – not only in the conservation sec-
tor. Whilst the endowment’s assets are invested for an indefinite period of time, only the in-
come (usually interest, rental or lease income) is used for the agreed purposes. A controlling
body (supervisory board - "Aufsichtsrat") usually decides how the income is to be used in 
accordance with previously defined rules. From a development perspective, the model of an 
endowment fund is of particular interest because it

- can help to mitigate the common problem of covering operational costs particularly
in sectors with limited revenues and

- it can contribute to improving the governance conditions in the relevant area of sup-
port by strengthening checks and balances through its supervisory structure.

Endowment funds1 are being increasingly promoted as an approach to secure the funding of 
conservation or sustainable natural resources management (SNRM) activities, and especially 
for protected areas (PA) and PA systems, whose financial sustainability has frequently 
proven to be critical: In developing and transition countries, it is only in exceptional cases that 
the recurrent expenditure of conservation and SNRM schemes is secured from own reve-
nues – particularly in the case of PA. External transfer payments therefore are often indis-
pensable, yet public budgets generally have limited capacities to provide them. In order to 
overcome this shortfall, conservation endowments have become an increasingly widespread 
remedy since the 1990s, supported particularly by the GEF and the World Bank, with more 
than 25 endowment funds now in place in the sector.

The total number of trust funds in the natural resources sector worldwide is more than 50, 
some of which, however, operate with other instruments. Besides endowment funds being
dealt with here, whose capital is to remain protected as their permanent endowment asset, 
the following forms exist although they are less relevant for this handout:

• Sinking funds, whose capital is used up over a relatively long period of time - these in-
clude those applied in a number of German Financial Cooperation debt conversion 
schemes (debt-for-nature swaps) in favour of the conservation sector

  
1 The term "endowment" is used here in a broad sense because "endowment" as a legal entity in the 
stricter sense is common primarily in Continental Europe, while the Anglo-Saxon legal system also 
provides for other legal forms such as trusts or companies limited by guarantee etc.
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• Funds replenished from ongoing revenues (such as levies, tourism revenues, licensing 
fees or similar)2

The present handout summarises the most important aspects related to the preparation, im-
plementation and supervision of endowment fund projects in the context of German Financial 
Cooperation through KfW.

2. Characteristics 

2.1 What are typical features of endowment funds?

Endowment funds in the natural resources sector typically display the following characteris-
tics:

• They are established for the long term and primarily aim to finance ongoing (operating) 
expenditure and minor support measures.

• They are legal entities with legal autonomy. This institutional independence is intended to
prevent political influence.

• They have a mixed governing structure in which representatives of the responsible public 
agency and state authorities participate along with diverse elements of civil society (non-
governmental or community-based organisations, the private sector, etc.)

• Their complex institutional structure tends to increase transaction costs in relation to the 
funding volume made available. In the interests of efficient administration, endowment 
funds therefore require a minimum volume of funds. As a rule, an endowment fund for a 
single conservation area would probably make little sense in terms of economies of 
scale. Rather, sub-accounts or "funding windows" in the framework of a PA systems fund 
(possibly even with their own governing/ supervisory structure) tend to make more sene, 
in order to spread administrative overheads across a larger volume. As a rule, target vol-
umes should be at least in the range of EUR 10 million.

• They can usually be financed from different sources (NGOs, the private sector, multi-
lateral and, where agreed, bilateral donors)

2.2 How narrowly or how broadly should the purpose of the endowment be formulated?

Conservation endowments should have a clearly focused objective, preferably outlined in a 
sufficiently narrow sense (specific " fund for PA ") rather than being defined to broadly (such 
as "general environmental fund").

Where various donors are involved, endowment funds are run according to commonly ac-
cepted, harmonised rules; at least in administrative-financial terms, this should also apply in 
cases in which individual donors may require designated "windows" that need to be clearly 
defined in content and volume (e.g. for a specific PA). In technical regard, such "sub-funds" 
may be supervised separately while the overheads (administration, fund management, book-
keeping etc.) can be spread more broadly (being applied to respective "windows" on a pro 
rata basis).

  
2 Also referred to as "revolving funds"; however, this designation may be ambiguous in the context of 
German FC
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3. Possible use(s) and impacts

3.1 Which are the key areas of application for "endowments"?

• When the relevant area of support (like the PA system) has been reasonably reinforced 
or consolidated in its organisation and equipment or, where necessary, such support is 
at least being delivered in parallel;

• When recurrent operations (whether financed under development cooperation or from 
other sources) need to be financially secured in the long run, particularly with regard to 
ongoing (consequential) costs;

• When no other significant sources of revenue can realistically be expected to ensure
the financial sustainability (as a subsidiary "last resort" on the basis of a preceding 
analysis of needs or "financial gap analysis") and

In addition, endowments or endowment funds are an option
• where a transparent regulatory structure with civil society participation is desirable or
• where fund-raising through private or public donors is expected to play a significant 

role.
When assessing the need for an endowment – or its usefulness, respectively, the area of 
support is to be subjected to a “financial gap analysis”. In such an exercise, existing and po-
tential sources for funding the required operations need to be scrutinised beforehand, i.e. 
prior to determining which gap the endowment’s proceeds are expected to cover.

3.2 Which are the key roles and functions for endowment funds?

Endowment funds should primarily assume the role of providing financing and supervision 
and ensure that
• the funds to be used are available in the planned volume,
• the income is used professionally, in a targeted and transparent manner,
• the value of the fund capital is at least preserved,
• additional funds are raised where necessary and
• harmonised support criteria and procedures are applied.

Note: A direct implementing role (with the fund itself executing the measures it finances) 
should remain the exception, for instance in a particularly weak "institutional environment". 
Risks posed by such a constellation include conflicts of interest (supervision mandate vs.
implementation mandate) and competition with other institutions in the sector (e.g. PA au-
thority).

3.3 Which preconditions should be in place?

• Requirements for the endowment fund per se

- A clearly formulated mandate and purpose (see section 2.2) from which a stringent 
hierarchy of objectives can be derived 

- Legal autonomy and independence (see section 2.1)

- The endowment model has to be compatible with the relevant legislation and condi-
tion of the financial sector (like tax and endowment legislation, banking supervision, 
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accounting standards, etc); alternatively, no restrictions prevail for creating an en-
dowment abroad (offshore) or investing the endowment assets abroad

- Tax exemption of the endowment fund’s income has to be ensured, as otherwise the 
economic viability of the model is at least doubtful. Preferably, donations to the en-
dowment should also be tax deductible in order to encourage sponsorships.

- The supervisory structure (board) ensures significant civil society participation (pri-
vate sector, community-based organisations, NGOs). These non-governmental rep-
resentatives should have a majority vote, wherever possible, but at least a blocking 
minority.

- Political backing not only for the endowment as a mechanism, but also for a super-
visory structure not dominated by government.

- Technically appropriate and transparent financial management by professional fi-
nancial service providers, including a risk-adjusted investment strategy and con-
trolling mechanisms that permit reasonable and timely risk management.

- Relevance (including size, see also section 2.2), structural impact and visibility of 
the activities.

Note: It must be borne in mind that the majority of these aspects are subject to for-
eign law. As a result, costs for legal consultancies will accrue.

• Requirements for the sector as a whole

- Endowment must be embedded in a national and/or regional sector strategy (like
"biodiversity / PA strategy" or similar) with participatory orientation

- Active sector commitment by government and civil society

- In the case of support to the PA sector, endowments should preferably be orientated 
towards national or regional systems

Note: Support of funds for individual PA should be an exception due to anticipated 
dis-economies of scale. With regard to relevance and efficiency (see 2.1 f.), such 
support is to be justified in depth and, if possible, to be integrated into a broader fund 
structure in the framework of a sub-account ("window")!

- Particularly in the case of PA, the preparation and stringent application of manage-
ment and work plans – not least as a basis for "performance-related" allocations of 
resources from funds (see 5.6) – should be established or at least intended as stan-
dard practice.

4. Supervision / governance and legal aspects

4.1 How are the functions and responsibilities to be documented?

Functions, regulations etc are to be defined in bylaws. Such bylaws also have to contain pro-
visions on the composition of the endowment fund's supervisory board, with clear rules pre-
venting possible conflicts of interest among its members. Likewise, unequivocal regulations 
on amendments to the bylaws must be in place or negotiated. Changes to the endowment 
fund’s objective should not be permissible. The formulation of the endowment’s purpose, the 
modes of representation for diverse groups and institutions in the endowment fund's bodies 
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and their responsibilities are to be analysed in detail. In the case of new endowment funds 
still to be created, KfW must have the opportunity to take influence.

4.2 What are the typical functions of supervisory boards and structures?

The functions and composition of the controlling board or boards (for simplicity subsequently
referred to as "supervisory board") are defined in the bylaws which have to be reviewed by 
KfW (see section 4.1). The range of functions of the supervisory board primarily comprises 
(but may not be limited to):

• The approval and supervision of the annual budget - internally, i.e. on administration by 
the the fund itself, as well as externally, i.e. on the funded activities

• Approval and supervision of the investment strategy/strategies

• Appointment or dismissal of the management/ managing director(s)

For specific issues, it may be advisable to establish technical advisory committees (such as a 
financial committee or a technical committee)

4.3 How should the supervisory board be composed?

In newly founded endowment funds, the members of the supervisory board are appointed by 
the founders, in existing endowment funds, the supervisory board is composed in accor-
dance with the applicable bylaws (see section 4.1). As a general rule, the composition should 
reflect the range of stakeholders; according to an analysis by Conservation Finance Alliance/ 
CFA3, appropriate representation of stakeholders should be ranked more highly than the effi-
ciency of the board – particularly in the initial phase. It is considered international good prac-
tice (GEF, CFA) to have the majority of supervisory board positions originating form the non-
governmental sector – not least with view to minimising political influence. At least a blocking 
minority of the non-governmental representatives (see section 3.3) should be ensured in or-
der to allow for the necessary checks and balances. 

The selection of members should also take into account the required professional qualifica-
tions, in order to enable the board to adequately exercise its diverse supervisory functions, 
(like on the investment strategy, technical monitoring, etc). Where necessary, institutional 
support measures (basic and advanced training, consultancies) should be provided for.

4.4 Which is an adequate tenure period for supervisory board members?

The terms of office are usually determined by national law; where flexibility is permitted, they 
should be no less than two but no more than five years and reappointment should be permit-
ted. In the interest of continuity, staggered tenures should be provided for in order to prevent 
simultaneous replacement of all members and the ensuing "loss of institutional memory".

  
3 CFA was founded in 2002 and is a network of NGOs, donors and endowment funds concerned with 
conservation finance issues; the secretariat of CFA is currently situated at Funbio, the Brazilian Biodi-
versity Fund. KfW has been a member since 2004.
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4.5 Individual vs. institutional membership in the supervisory board?

The complex responsibilities of a board mandate require highly developed professional and 
personal skills. Accordingly, board members should be appointed individually, as institutional 
membership has weaknesses – especially in the case of newly established funds. Empiric 
evidence compiled by the Conservation Finance Alliance (CFA) confirms that, as a rule, rep-
resentatives appointed ad personam generally prove to be more effective and committed. 
Nonetheless, ex officio appointments do have the advantage of enhanced continuity.

4.6 How should the supervisory board members be remunerated?

Generally, board members are to serve on a pro bono basis, and only expenses should be 
reimbursed. In that respect, a regulation must be in place or created (reimbursement policy) 
that also provides for reasonable limits (hotel and travel standards etc.).

4.7 Should KfW seek membership on the supervisory board?

With view to its fiduciary role versus the German Federal Government, KfW is under no obli-
gation to assume the mandate of a supervisory board member. Should the issue arise, the 
assumption of such mandates must be examined critically in general and technical terms: a 
board mandate may create conflicts of interest between exercising project management and 
supervision according to established guidelines on the one hand and being party to board 
decisions on the other hand; furthermore, it creates an additional transition and succession 
problem, at least in the medium term, as an indefinite board membership is not possible for 
KfW. Accordingly (and preferably), supervision and monitoring by KfW should be assured 
through conventional management tools (such as reporting, progress reviews and rights to 
refuse approval).

Should – due to specific circumstances in individual cases – board membership by KfW be 
required, an exit scenario is to be formulated during appraisal4.

  
4 As an interim solution, several donors may agree on a joint representative.
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5. Structure and operation of endowment funds

5.1 How should the fund’s functions and responsibilities be stipulated?

The main functions (usually implementation and supervision of funding activities, financial 
management as well as fundraising, where applicable – see 3.2) are documented in bylaws, 
and/ or statutes; such documentation should also contain job descriptions and responsibili-
ties – where appropriate, in the form of additional documents or appendices; it is to be re-
viewed during appraisal.

Note: In addition to the aspects listed below, the review should also cover the following:
• Comparison of existing personnel and professional capacities with the standards de-

fined in the bylaws and the operational manual: are adjustments required, or is there 
a need for capacity building?

• Procurement and awarding procedures (compatibility with German Financial Coop-
eration regulations?)

5.2 How should the fund’s operations be stipulated and documented?

As a general rule, an operations manual or similar documents must be in place or be created 
for the relevant activities of the fund and their operation, procedures etc. This documentation 
must be reviewed.

5.3 Which level of internal (administrative) expenses can be accepted?

Administrative expenses (staff and other ongoing costs, audits, etc.) should not exceed 10 to 
– at most (in the case of smaller funds) – 20 per cent of its gross income. 

Note: When calculating internal or administrative expenses, a distinction has to be made 
between actual recurrent costs and those which the fund incurs only temporarily, particularly 
for institutional strengthening during its inception phase. Strictly speaking, the latter should 
not be regarded as administrative expenses and rather be financed on a supplementary ba-
sis – preferably through designated project support.

5.4 Which organisational structure and staffing levels are advisable for endowments?

In general, endowment funds should have a lean structure, not least to concur with cost ef-
fectiveness demand mentioned above. Depending on the size of the fund and the tasks it is 
to perform, staffing may be limited to a director, an accounting and financial management 
expert and an assistant (Secretariat). With an increase in volume and range of functions, 
legal and technical experts may be added5. Empirical evidence points to a staffing range for 
endowment fund between 4 and 25 members.

Any need for institutional strengthening (such as complementary measures, integrated ex-
perts, basic and advanced training, partnership agreements with established funds - twinning 
arrangements) must be carefully reviewed (see above), considering that such measures 

  
5 Depending on the amount of work to be expected, staff may be contracted on a case-by-case basis 
for legal and technical matters as well.
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must be separated from the general administrative expenses and – if by any means possible 
– financed separately as well (preferably in "project mode").

5.5 Which are the main funding allocation criteria that should be followed in practice?

In order to allocate resources according to the endowment’s set objectives, performance in-
centives for the recipients have proven to be a very helpful tool. When soliciting support from 
the fund’s income, applicants should provide prior evidence of (1) a contribution of their own 
as well as (2) having met agreed operational targets for a defined period (especially in the 
case of supporting PA or PA systems). In this regard, verifiable targets (indicators), should
serve as a basis for determining further endowment contributions. As a minimum, a perform-
ance element should be provided for – in the sense of staggered allocations according to the 
degree of achievement. The capacity for adequate counterpart contribution is to be main-
tained and encouraged – and not to be “crowded out” by allocation from the endowment’s
income (avoid “breeding complacency”!). 

Meeting the endowment’s actual objective by allocating resources from its proceeds requires 
a high degree of transparency and predictability. Essential elements are, in particular

• Clear, unequivocal and easily understandable funding criteria (who receives what 
and how much on what basis?) with adequate documentation (memorandums or 
similar)

• Regular decision-making cycles (approval meeting at least once a year) and clearly 
specified planning horizons and application and approval deadlines

• Exclusion of conflicts of interest (endowment fund employees and board members as 
well as persons and groups close to them are to be categorically excluded from ap-
plying for funds)

• Unambiguously defined requirements for applicant(s) to submit documentation (such 
as management plans and work schedules6 according to priorities in the case of PA)

• Regular – independent – technical and financial audits of the activities funded

6. Portfolio management and investment strategy

6.1 Which are the central requirements?

The endowment fund’s portfolio management and investment strategy should ensure 
• sufficient and predictable funding flows for the stipulated purposes,
• preservation of the endowment capital in real terms,
• professional as well as transparent decisions and transactions in accordance with in-

ternationally accepted standards and
• investing the endowment’s capital only in securities of at least investment grade with 

an overall medium investment risk and low volatility.

6.2 Which are the core aspects when analysing the investment strategy?

  
6 As it is impossible to preclude income fluctuations (see section 6), it is advisable to assign priorities 
to the individual activities to be financed from fund income (e.g. A/ B/ C or "must have/should have/ 
could have") – in the interest of a targeted use of the funds, particularly in times of reduced income



9

• To what extent is the investment strategy stipulated and documented?
• How are periodic outflow requirements defined, which scope or "corridor" exists, if any?
• Which safety levels or minimum risk categories are defined?

Note: A definition of risk categories and minimum standards that are adequate for each 
individual case (such as "B+") is to be sought and contractually agreed upon.

• In which intervals do reviews to the investment strategy take place (usually once, not 
more than twice a year)?

• In which intervals do portfolio reviews in terms of returns and asset value take place?
Note: In the case of equities forming a large asset proportion, review frequency should 
not be above four to six weeks. 

• How are potential inflation risks being addressed?
• Which provisions (such as forming reserves) have been made to preserve the capital in 

real terms and which gaps possibly exist?
• How diversified are fund assets under risk and return aspects, particularly with view to

- investment type (i.e. equities/bonds/fixed-interest securities etc.)?
- currencies?
- industries?

Note: According to the Trust Fund Investment Survey 2009, the share of fixed-interest 
securities and government bonds was 67.6% on average, equities: 18.3%, cash: 9.1% 
and other investments 5%7.

• Is temporary capital consumption tolerable ("nibbling into the endowment") and which
provisions have been made for replenishment?

• Which information systems are being used to monitor the investment strategy; do they 
permit timely intervention if necessary (criteria and crisis plans?) and are they in accor-
dance with international standards?

• Which targets have been formulated regarding the tolerable investment risk?
• Are any indexes used to measure the investment success - if so, which ones? (See 6.6)
• Which scope for adjustment does the spending policy permit - e.g. spending corridor as 

a function of the income situation?
• How are the tasks of formulating and adjusting the investment strategy distributed be-

tween the supervisory board (supported, if applicable, by an investment committee), 
the fund’s management and any externally contracted investment adviser? Which re-
sponsibility gaps have to be filled?

• Which instruments and information sources are at the supervisory board’s disposal for
monitoring income situation and investment strategy as well as for timely intervention, if 
needed? Need for adjustment?

6.3 Which minimum social and ecological standards should the investment strategy ob-
serve (ethical investments)?

Ethical investment standards may be politically desirable; Currently, however, no require-
ments are specified by the German Federal Government.

The UN "Global Compact" may offer an orientation on ethical investment standards 
(http://www.unglobalcompact.org/), as may the Internet pages www.unpri.org and 
www.cdproject.net. The enterprise's commitment to regularly publish sustainability reports 

  
7 These only included real estate funds and hedge funds
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should be deemed a minimum requirement for corporate capital investments. Conflicts of 
interest between ethical capital investment on the one hand and the safety and return of the 
investment on the other hand cannot be ruled out and may have to be weighed carefully. Key 
considerations comprise fulfilling the endowment’s objective and the avoidance of reputa-
tional risks.

6.4 Who should manage the portfolio?

In the interest of a lean staff structure, asset management is – in the vast majority of cases –
handed over to external financial service providers, usually under the following provisions:

• The contract should generally be awarded on the basis of a tender conducted among 
qualified financial services providers.

Note: Experience has shown that the fund’s returns are likely to be lower in the case of 
portfolio management pro bono, i.e. if provided by a sponsor (e.g. large bank, insur-
ance company). In such cases, insufficient performance incentives tend to be in place 
for the actual fund managers, with the client (the fund or its supervisory board) effec-
tively being unable to demand remedial action on services rendered for free.

• The necessary expertise to independently and professionaly assess and review the fi-
nancial services provider’s quality must be in place – internally (supervisory board) or 
externally (financial adviser, see 6.5); alternatively, this may be covered under the fi-
nancial auditor’s mandate.

• The chosen financial services provider must have sufficient relevant experience with 
long-term investments of similar size (this tends to rule out central banks, big pension 
funds or similar entities) and in the provision of constant, predictable funding flows (see 
6.1).

• Conflicts of interest, particularly between the fund’s investment strategy on the one 
hand and the service provider's own interests on the other (e.g. to sell certain own fi-
nancial products or securities) have to be ruled out.

• The contract should initially be limited to two or three years during which time the en-
dowment fund and the financial services provider should establish their working rela-
tionship. It should contain rescission and termination criteria that are clear and swiftly 
applicable.

The agreement must contain:
- the main elements of the investment strategy (e.g. a predefined portfolio mix, in-

vestment types, environmental and social standards, etc.)
- clear provisions on performance-related remuneration (to the extent enforceable)

Note: Empirically, management or advisory fees vary greatly between around 0.2 and 
0.8 per cent p.a. of the invested assets. Performance-related components usually ac-
count for only a small portion of the fee. An obvious correlation between the fee and, 
for example, the fund volume or returns, cannot yet be proven. As a rule of thumb, an-
nual remuneration should not exceed 0.7 per cent of the assets under management. 
Performance-related remuneration should only represent a minor portion of the fee (< 
25 per cent) in order to prevent short-term profit strategies.

- A short cancellation period (as a rule, 30 days)

• The earnings situation of the portfolio should be monitored by the fund on the basis of 
specific benchmarks (i.e. wherever possible, indexes tailored to the relevant investment 
form, see 6.6)
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• Regular reporting to the supervisory board and KfW, typically on a monthly basis.

6.5 When is it advisable to hire an external investment adviser?

The need for conducting external periodical reviews of the fund's portfolio management de-
pends on the availability of relevant professional expertise within the endowment fund or the 
supervisory board. Particularly for newly established funds, this support has proven advisable. 
In the longer run, it may have to be analysed whether the development of appropriate internal 
capacities is justified, not least in terms of cost effectiveness. According to the TFIS, more 
than 70 per cent of the endowment funds worldwide regularly use the services of investment 
consultants/advisers.

6.6 What parameters or indexes are suitable to rate the quality of the individual capital
investments?

The vast majority of funds use a weighed combination of benchmarks that reflect the distribu-
tion of their assets, i.e. usually a stock index and a bond index. Besides, regional comparability 
is ensured, i.e. for example where the fund has a high share of US stocks the S&P 500 is used 
as a benchmark, while the JP Morgan Global Bond Index is used where the securities portfolio 
is broadly diversified. Other indexes frequently used are the MSCI World Index and the DJ 
EuroStoxx 50.

6.7 Summary: Parameters for return, cost and asset risk
• Interest in real terms of at least 4 per cent p.a. on a five-year average, with fluctua-

tions of < 50 per cent
• Administrative expenses of the fund < 10-20 per cent of income
• Asset management costs < 0.7 per cent of the asset value 
• Diversification by investment type and currency:

o No individual form of investment > 25 per cent (except fixed-interest securities)
o Maximum share of individual currencies < 40 per cent
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7. Monitoring

Note: Monitoring intensity is largely determined by the endowment’s institutional maturity:
- "Mature", well established funds tend to lend themselves to an ex-ante system review, 

usually with a reduced depth of intervention during implementation;
- Funds in their inception phase or in need of significant institutional strengthening 

should be supported in the "project mode", that is, with a higher "engineering effort" 
during preparation and execution.

7.1. Which are the key monitoring issues?

On the one hand, monitoring has to focus on the "adequate operation" of the relevant fund
itself – in terms of achieving reasonable returns and protection of assets. On the other hand, 
the proper use of the endowment’s revenue as per the intended and agreed purpose (for 
instance "sustainable financing of PA or PA systems" – cf. section 5.5) needs to be moni-
tored. As endowments are established for an indefinite period, the applicable monitoring pe-
riod has to be determined. This depends on the time required until the endowment’s opera-
tion can be reasonably assumed to meet the agreed objective on a continuous basis. As a 
rule, a time frame of approximately five years’ operation should allow for a sufficiently reliable 
judgement. 

7.2 Which aspects should be monitored in what frequency?

The different aspects – technical information on the one hand and financial reporting on the 
other – require different reporting patterns.

• Technical reporting:

- Upon the first disbursement, at least in half-yearly intervals on the state of activi-
ties supported (budget, operational achievements etc.), with minutes of respec-
tive approval meetings (once or twice a year, see 5.5) and summary

- Upon the first disbursement, a yearly review of the technical and financial moni-
toring of the activities supported by the fund – comparing targets to actual per-
formance (see 5.5)

- From the signing of the agreement, annual technical audit reports on the funding 
activities and their compliance with the purpose, bylaws and statutes

• Financial reporting

- From the first deposit into the endowment, at least quarterly on the income and 
assets situation of the portfolio

- From the signing of the agreement, annual audit reports on the development of 
income and assets 

- In case of unforeseen risks to investments, reporting will take place in monthly in-
tervals on selected key figures – to be defined as per necessity and specific cir-
cumstances 
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7.3 Which decisions and aspects require explicit approval by KfW?

KfW is to reserve its right of approval for all decisions and aspects that may effect the agreed 
“project design” as laid down in the pertinent legal documents. Such right of approval shall be 
contractually agreed upon and would normally comprise, without necessarily being limited to, 
the following:

• Any change or reformulation of the endowment’s objective

• Any change or reformulation of by-laws, statutes and comparable documents affect-
ing the endowment fund or its supervisory structure

• Particularly in the case of newly established endowments:

- Appointment or dismissal of the management/ managing director(s)

- Appointment or dismissal of supervisory board members

• Any changes/ modifications to the agreed investment strategy


