1 Part 2: Addressing Biodiversity Loss: A Call to Action

Biodiversity: It’s Time to Protect Our Only Home

Addressing Biodiversity Loss: A Call to Action

Biodiversity :

It’s Time to Protect
Our Only Home




2 Part 2: Addressing Biodiversity Loss: A Call to Action Biodiversity: It’s Time to Protect Our Only Home

Addressing Biodiversity Loss: A Call to Action

There is no debate in the fact that we inherently depend on
biodiversity for a stable well-functioning society and that human
activities are negatively impacting nature with potentially irreversible
consequences. Governments and other stakeholders are working to
encourage momentum on this important issue through regulation
and uniform reporting standards. However, investors will also have a
key role to play to help bending the curve of biodiversity loss.
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The Role of Investors

In order to better integrate biodiversity
considerations into portfolio construction,
first there is a need to better understand how
companies impact and depend on biodiversity.
Companies must provide dedicated information
in order for investors to better consider
biodiversity related risks and opportunities
in  their investment decisions. Biodiversity
disclosure will help drive capital allocation from
biodiversity harming activities to those limiting
negative impacts or even providing solutions. It
will also contribute to the assessment of physical
and transition risks in investment portfolios.

While biodiversity is quite possibly one of the
most complex ESG subjects in existence, it
underpins the entire environmental pillar and
has strong connections to the social pillar. Key
biodiversity linked elements such as climate,
water, pollution, and resource use need to
be properly accounted for as a foundational
element of corporate environmental strategy.
There are significant hurdles to effectively
account for biodiversity such as challenges
around data measurement and a lack of clear
standards and guidelines for reporting. However,
this complexity is not an excuse for inaction.
Work on the topic is moving fast and there are
many steps companies can take to prepare for
new developments and guidelines.

Finance for Biodiversity Pledge: an unprecedented coalition aimed at reverse nature

loss in this decade

As a financial institution, Amundi recognizes the need to protect biodiversity and reverse
nature loss in this decade. As such, in 2021 Amundi joined the Finance for Biodiversity Pledge,
a unprecedented coalition of 103 signatories representing over €14.7 trillion in AUM across
19 countries. The pledge is a commitment of financial institutions to protect and restore
biodiversity through their finance activities and investments.

The pledge consists of 5 steps financial
institutions promise to take

The Pledge consists of 5 steps financial
institutions promise to take:

Collaborating and sharing knowledge
Engaging with companies
Assessing impact

Setting targets

Reporting publicly on the above before
2025

Source: Finance for biodiversity!, Amundi

1. https://www.financeforbiodiversity.org/about-the-pledge
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Biodiversity is complex and is still poorly

understood by companies. This collective

initiative of investors is working to implement a

coherent and effective approach for the analysis

and integration of biodiversity. Amundi is active
in the three working groups of the pledge:

- engagement with companies: members
share experiences on biodiversity related
ESG engagement with companies aiming to
build upon (not duplicate) the work of other
collaborative initiatives

- impact assessment (incl. biodiversity
measurement and data): members share case
studies, best practices, and lessons learned
on the different approaches to biodiversity
measurement

- public policy & advocacy: this engagement
aims at engaging with governments on public
policy to reverse nature loss

the financial industr
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The Role of Engagement

Engagementis a common tool that investors use
to push companies to adopt better practices.
It may include encouraging standardised
and transparent reporting on material ESG
topics. However, for emerging topics (such as
biodiversity), awareness of best practice is
often limited. Engagement for these emerging
themes also has a unique value in that it provides
investors with a bird’s eye perspective on what
are current best practices. It also provides

guidance on what will be the future best practice.
Thus, engagement on emerging topics has two
key aims: first, to raise awareness of these
topics, which may be insufficiently addressed or
understood; second, to disseminate awareness
(and expectations of) best practice. This
provides companies with concrete feedback
and hopefully boosts momentum of action.

Amundi Launched a Major Engagement on

Biodiversity in 2021

As part of our contribution to the need to act,
Amundi launched in 2021 a formal engagement
around biodiversity. Overall, companies
demonstrate relatively limited awareness or
still insufficient management action, for those
already addressing the topic. For this reason, we

ve attention of professional clients

investment services providers and any othe

call this topic an “Emerging Thematic” meaning
the aim of year 1 for this engagement was to
simply establish a baseline for current practices,
while identifying existing and emerging best
practices.

of the financia

ndustry



5 Part 2: Addressing Biodiversity Loss: A Call to Action

Biodiversity: It’s Time to Protect Our Only Home

An Engagement with 56 Companies, Across 8 Sectors

and 18 Countries

Amundi reached out to over 67 companies and conducted 56 engagement calls on biodiversity.
Our Engagement covered 8 different sectors. We organized these sectors into four categories:

Our engagement on biodiversity covered 56 companies in eight sectors

Utilities

Insurance K
Food & Food Retail ~—\

Mining & Metals

Consumer Services, _—
(restaurants & catering)

Paper & Forest
Products

Pharmaceuticals *—/

Chemicals

Source: Amundi Asset Management

56 companies in 18 countries

Sectors with Primarily Direct
Impacts on Biodiversity

Food Based Sectors with
Primarily Upstream and
Downstream Scope 3 impacts

Sectors with Biodiversity
Exposure across the value
chain (direct and indirect)

Sectors with Indirect Exposure
(Financial) to biodiversity

Source: Amundi Asset Management
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Areas of Focus for Amundi’s Biodiversity Engagement

We assessed companies’ current management
of biodiversity and assigned them a score based
on the following three categories:

1. Strategy from the top: extent to which
biodiversity is a specific subject at the board
level and degree to which the company has
formalized its biodiversity strategy

2. ldentification and management of
biodiversity linked exposure: extent to which
the company has identified, and is managing
biodiversity linked impacts, risks, dependencies
and opportunities

3. Metrics, Targets, and Reporting: how a
company is currently measuring and assessing
biodiversity risks and impacts and the extent to
which the company is working collectively to
address reporting difficulties

For more information on our methodology,

including the engagement questions, please see
appendix 1.

Overview of Engagement - Quantitative results

Overall scores by sector are summarized in the graphic below?.

Engagement Results - High Variability in performance within sectors and between
sectors

Amundi Biodiversity Engagement Results by Sector
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Source: Amundi Asset Management

2. Results are based on the sample. Company selection and geographic region play a role in scoring and results.
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Our key takeaways from the Quantitative Results

- Within most sectors, we observed a high
variability in performance reflecting strong
heterogeneity between companies in terms of
awareness and management of biodiversity.

- Comparing performance between “macro-
sectors” provides limited insight, as these
macro-sectors are not comparable in terms of
their exposure to biodiversity (both how the
sectors impact and depend on biodiversity).

e Sectors with direct exposure to biodiversity
(mining, utilities, and forestry) overall
presented the highest average score,
meaning most companies have already
made substantial efforts to address the
topic, though there remains room for
improvement.

e The food sector also had somewhat high
average scores, demonstrating some efforts
to address biodiversity, but - considering
the severity of the risk linked to food -
much more work is needed.

e In sectors with relatively low, varying, or
uncertain exposure to biodiversity, such
as pharmaceuticals, some companies are
actively working on the subject as expressed
by their very high score. In pharmaceuticals,
the leaders make a connection between
strong natural capital and good human
health. In the insurance sector, the leading
companies already anticipate the potential
significant financial risks associated with
biodiversity loss.

Key conclusions from our engagement campaign

Based on the results of each sector, we collected some general conclusions on the engagement

overall.

Investor engagement and dialogue with corporates on biodiversity

still quite new

Many companies in this study mentioned that
we were the first investor wanting to discuss
the topic with them. This is understandable
considering the recent awareness around the
issue and complexity of the topic. This also
demonstrates the real need for investors to
begin engaging in more depth and at a greater

scale. With investor groups such as the Finance
for Biodiversity Pledge as well as emerging
regulation, investor interest is likely to increase
significantly.

Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry.
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Significant efforts on biodiversity linked topics, but limited ability to
connect them to an overarching strategy

While biodiversity as a holistic topic is still
quite new, we cannot discount the efforts most
companies were making on adjacent topics
such as climate (all sectors) and (depending
on sectors) pollution, water, plastic, packaging,
food waste, or deforestation. These are all valid
efforts to address the issue, but we encourage
companies to connect these efforts to a

centralized biodiversity strategy. Indeed, only
a handful of companies in our sample were able
to do so. This will better enable companies to
understand how they both impact and rely on
biodiversity. Furthermore, it will them identify
any major gaps within their current programs
and policies.

Assessment of exposure is a challenge and a roadblock to insightful

reporting

Most companies were saying that they were
struggling to properly assess exposure across
all dimensions (beyond climate and water).
It is true that exposure is ultimately unique to
a business and its particular operations, but
there are already available tools (for instance
ENCORE) that can help guide companies
towards priority areas. Effectively measuring

Is 2030 the new 20507

We observed a lot of language about being
“biodiversity positive” or having “net Zzero
biodiversity loss” by 2030. This timeline is linked
to the Convention on Biological Diversity’s
Global Biodiversity Framework announced in
2021%. For now, these ambitions appear more
aspirational than truly tangible and quantifiable.
For example, how can a company be net zero
on Biodiversity loss by 2030 and only net zero
on carbon emissions by 2050? Also, how do
you accurately measure this? Regardless of
these valid questions, we support the 2030
ambitions because they represent a major step
in the right direction to develop appropriate
companywide strategies and targets. However,
we recommend both a top down ambition to
help mobilize resources and priorities across
the whole company, as well as bottom up
priorities and targets that adequately address
specific areas of operation.

impact can appear to be aninsurmountable task,
but many companies are beginning to develop
tailor-made solutions to face these challenges
head on. Thus, we encourage companies to
not be afraid to work collectively and test new
solutions, making improvements along the
way.

3. https:.//www.cbd.int/article/draft-1-global-biodiversity-framework
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Collectively progressing to address biodiversity loss

There are clearly major gaps to address
biodiversity  loss. These gaps include
understanding limits to data availability and a
lack of standards in measurement techniques.
However, there are a wide variety of initiatives
working to address these issues, including
TNFD* and SBTN® among others. While many
companies were aware of them, companies with
stronger scores were more actively involved

in pilot projects and working groups to help
collaboratively develop much needed guidelines
and resources. Biodiversity cannot be solved by
one company alone. We encourage companies
to not just passively follow, but become actively
involved with these collaborative initiatives to
not only contribute to but also stay on top of
new developments.

Companies hide behind the complexity of the topic, but there is work

to be done now!

Many companies were hiding behind the
complexity of the topic to justify limited
assessment and reporting on biodiversity.
Admittedly, we are never likely to find a perfect,
all-encompassing KPI to assess biodiversity
effectively. This does not mean companies
should shy away from trying and reporting
more transparently on their processes while
collaborating with peers to find feasible solutions
both in the short and long term. We encourage
companies to become more transparent about
how they assess their impacts at an operational
and commodity specific level and identify
common areas that can support an overarching
strategy. We also encourage companies to
actively experiment with existing assessment
tools such as IBAT (Integrated Biodiversity
Assessment Tool) and ENCORE (a broad sector
mapping of impacts and dependencies) and
work with peers to test out new ideas and
solutions.

4. Task Force on Nature Related disclosures - The TNFD launched in 2021 and is expected to be modeled after the TCFD
(Task Force on Climate Related Financial Disclosures). It aims to set guidelines for how companies should disclose their

environmental emissions

5. Science Based Targets Network: Based on the Science Based Targets Initiative for climate, the group aims to create a
measurable, actionable, and time bound objectives based on best available since to allow actors to align with sustainability

goals.
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Spotted Biodiversity Linked KPIs

Investment risks Other risks

Generic « CO, emissions

» Absolute air emissions (photochemical oxidant formation,
particulate matter formation, ionizing radiation)

» Freshwater withdrawal
* Waste production
* Species potentially affected

* Area (in hectares) of sites owned, leased or managed in or
adjacent to protected areas and/or key biodiversity areas (KBA)

* Mean Species Abundance (MSA)®

For Direct Impacts » Total areas protected or reforested by company (target zero loss
of area)

* Operated assets owned, leased, managed in, or adjacent to
protected areas and areas of high biodiversity value outside
protected areas

» Species identified on IUCN Red list species and national
conservation (target = inclusion of new threatened species in
conservation programs)

* Share of broadleaved trees

» Share of different forest age classes

For Consumer Products * % Commodity X that is verified as ethically sourced (i.e. RSPO,
MSC/ASC for aguaculture, etc)

* % supply chain that is transparent and traced to farm level

* % or number of products with an organic label

* % or number of products deforestation free

* % packaging that is recyclable, reusable, or compostable

* % packaging that comes from recycled or sustainable materials

* % beef, chicken, and pork that is sourced from suppliers that
prohibit routine use of medically important antibiotics

* % proteins that come from suppliers using regenerative
agriculture

Source: Amundi Asset Management

6. https://ec.europa.eu/environment/biodiversity/business/assets/pdf/tool-descriptions/GBS%20summary%20description.
pdf
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Are Companies Ready to Start Measuring and Reporting on

Biodiversity in all Dimensions?

Even with the onset of regulation and reporting standards, companies are still in the early stages
of even identifying their own unique link to nature in terms of risks, impacts, dependencies, and
opportunities. Our key observations broadly across all sector were as follows.

Risks & Opportunities

Impacts
There is a general understanding of certain
biodiversity linked impacts where the

companies that they are materially exposed.
This includes specific topics such as climate
change, deforestation, packaging, or key
impacts for specific commodities. However,
only a few companies demonstrated a holistic
understanding of its impact on biodiversity.
Focusing on specific ingredients or activities
can leave companies exposed to material blind
spots. We understand that some companies
prefer to focus on one subject well before
moving on to others. However, biodiversity is
a ticking time bomb and the current pace of
action is too slow.

Several insurers have started to manage
biodiversity impactsthroughtheimplementation
of biodiversity related sector policies, applied
to their investment portfolios (assets) and their
underwriting policies (liabilities). Examples
include policies on forestry pulp & paper, palm
oil, hydroelectric dams, thermal coal, oil & gas, or
guidelines such as the UNESCO World Heritage
Sites and the IUCN Red List of Threatened
Species.

Dependencies

Understanding how a company depends on
nature (and the associated risks to the business)
was more nascent. Some companies have begun
to articulate these elements of biodiversity but
only a select few in any formal manner. For
dependencies, material benefits that are outputs
from nature (such as fresh water, fruits, seafood,
or timber) are a bit more obvious, but little was
formally done regarding the ecosystem services
that enable nature to produce these outputs
in sufficient guantities. Only a small handful
of companies had any specific reporting on
the ecosystem services essential for business
continuity.

Docum

During our engagements, we observed that
companies often viewed risk as the risk to nature
from their operations (i.e. impacts), but not
exactly the risks to their business. In line with
double materiality, we encourage companies
to view biodiversity in terms of both risks to
society and the environment, as well as risks
to their bottom line. This will help companies
better ensure that biodiversity strategies are
not just an element off to the side, but rather a
critical element to the survival of their business
model. A best practice example can be found in
the insurance sector, where one player has had
biodiversity on its radar as an emerging risk for
many years now.

Opportunities had a similar occurrence. They
were often framed in terms of “protecting
nature”, but not as a means to ensure business
continuity and competitiveness. We had similar
observations in our circular economy study
published in 2021. This is likely due to the
disruption in business-as-usual operations and
the need for significant capital expenditures
before these opportunities can be realized.
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Amundi’s Key Recommendations for Companies Overall

Below is a summary of our key recommendations that can be applied to practically all
companies and sectors.

Find inspiration in best-practices and even go beyond

First, we encourage companies to ensure that their current strategies are aligned with the
best practices identified. The information outlined above, summarizes those which we think
are applicable to practically all companies and sectors. For companies that are already leading
the way, we encourage them to continue to push the envelope to go beyond leading practices.

Develop a holistic strategy on biodiversity from the top

Board oversight over this topic can help companies assure that biodiversity is taken into
account to the maximum extent possible. This top down oversight will also help companies
prepare for increased guidance around biodiversity from groups such as the Convention on
Biological Diversity, TNFD, and SBTN.

Identify how the company impacts and depends on biodiversity, at least qualitatively at
first

Companies can start- at least qualitatively - to holistically assess their link to nature (how they
impact it, depend on it, and associated business risks/opportunities). Tools like ENCORE exist
to help corporates better understand these impacts and dependencies (and it is free to usel).
This will help corporates to launch their biodiversity strategies by providing guidance on the
key areas of focus.

Push biodiversity reporting - examine what can be done already and experiment where
more work is needed

Companies can begin examining current reporting capabilities for key operations, locations,
and commodities to understand what KPIs are currently possible that they don’t already do.
Many standards for biodiversity linked topics already exist, but corporates need to ensure that
their targets and ambitions are strong enough to reflect the rising issue of biodiversity loss.
For example, companies with impacts in the supply chain should keep working to improve
supply chain monitoring, mapping and traceability, all while establishing aggressive targets
on certifications like RSPO for each commodity. Many corporates already have these types of
targets, but there is still significant room for improvement pertaining to their level of ambition.

For other areas of biodiversity reporting, guidelines and best practices are still being developed
(such as how to report quantitatively on 2030 no net loss ambitions). Groups such as TNFD
and SBTN are working on these issues, but companies should not be afraid to test, experiment,
and push reporting. This will help operations be better prepared to meet reporting guidelines
in years to come.

Work with peers to solve ‘unsolvable’ problems

Finally, companies need to work more closely work with peers, third party groups, and other
stakeholders to find solutions for the complex problems around biodiversity measurement. For
issues that seem insurmountable, collaboration and experimentation should be praised and
seen as an asset, not a liability. Proactively addressing biodiversity with stakeholders will help
corporates to not only remain resilient, but also encourage innovation and open the company
up to new opportunities.
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Summaries and Conclusions
at a Macro Sector Level

Sectors with Primarily Direct Impacts on Biodiversity

Utilities, mining & metals, and paper & forest
products were sectors with primarily direct
impacts as the majority of their operations
happen on owned or directly managed assets.

Overall these sectors showed a strong
understanding of the complexities of biodiversity
and were well on their way to figuring out how
to measure their impact through available
tools, dedicated teams, collaborative groups,
partnerships with universities, as well as other
third parties including NGOs. For these sectors,
there is a strong link between biodiversity and
short term financial materiality. The business
models have a clear impact on the local
environment and surrounding communities.
Thus, business operations would not be able to
continue if they did not address their impacts to
local biodiversity.

Overall, biodiversity is discussed at the board
level for these three sectors, but is largely
assimilated into adjacent environmental topics
or the sustainability strategy overall. Companies
demonstrating the strongest performance
indicated that biodiversity was a specific topic
with board oversight on progress towards
biodiversity linked KPIs. Overall however, what
remained lacking was the need for a specific
biodiversity strategy that addressed the linkages
to other key environmental topics that can drive
biodiversity loss (i.e. pollution, climate change,
habitat destruction, consumption of natural
resources, etc).

A majority of the companies had some sort
of qualified ambition to have “Net Zero
Biodiversity Loss” or to be “Nature Positive”.
Some companies even set time bound 2030
commitments to protect biodiversity (in line
with the Convention of Biological Diversity’s first
draft of the new Global Biodiversity Framework).
While understandably it still remains unclear on
how these companies will measure and report

sional clients, investment services providers and any other professional of

on these ambitions, we support it as a first step
and hope to see greater granularity as data
measurement improves.

These sectors have a strong understanding of
their impacts, but reporting around biodiversity
related risks, dependencies, and opportunities is
a little more nascent. Often risks/opportunities
are described as in the risks to nature or
“opportunities to protect nature loss”, but the
business angle on how inaction on biodiversity
could impact the company was overall quite
lacking.

All of these sectors are similar in that they have
a relatively clear idea of where in the world
their operations primarily impact biodiversity.
Where those similarities stop is regarding the
current type of reporting to measure impact
and progress towards biodiversity goals. This
is understandable considering the vast nature
of the topic and the fact that for biodiversity
there is no one easy indicator like CO, for
climate. Despite this, it is clear there is a long
way to go to develop commonly held metrics
both within sectors and between sectors. GRI
304 on biodiversity does provide a basic level
of guidance, but we encourage companies to
work together within their sectors to develop a
list of relevant metrics that are comparable and
understood.

the financial industr
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Food Based Sectors with both Upstream and

Downstream Exposure

The global food sector is frequently cited as
the sector primarily driving biodiversity loss
globally’”. While the sector heavily exacerbates
biodiversity loss,? it is also heavily dependent
on biodiversity and faces significant associated
risks. In the food sector, the impacts to

Fertilizer to Table - the Value Chain of Food

biodiversity are often indirect, primarily through
the sourcing of raw materials, making the topic
difficult to manage and measure in part due to
the sheer scale of global supply chains.

The Impact of crop commodity and oil prices pervades many of the steps from seed to consumer

Fertilizer

L

Q)
©

Meat and dairy

Agricultural
produce

Inbound and outbound logistics

Farmers and
ingredient n
suppliers N

O

N

Packaging
suppliers

Packaging
commodities
(e.g., tin, PET, pulp)

Source: Amundi Asset Management

Overall, most companies in our study were
in the early days of addressing the topic of
biodiversity as a specific strategic topic, with
some companies having almost no awareness
of the subject altogether. However, they did
demonstrate some awareness and action
through commodity specific strategies (i.e.
coffee, cattle, palm oil, etc.) or specific impact
drivers (such as deforestation, climate change,

7. https:

Processing and
manufacturing

Energy for production

OFNG@)
O
[V/"\V\

Consumers

-

Distribution Retailers

Fuel for
shopping trips

and packaging). Consequently, biodiversity
at the board level is often addressed through
these other issues, but not as specific strategic
topic that requires board oversight. The one
exception was for European companies who
performed better likely due to existing pressure
from French Regulation (see appendix 3 for
more details).

www.unep.org/news-and-stories/press-release/our-global-food-system-primary-driver-biodiversity-loss

8. The Encore Tool identified Consumer Staples as having “very high materiality rating” for terrestrial ecosystem use,
water use, freshwater ecosystem use, marine Ecosystem use and “high materiality rating” for GHG emissions, non-GHG air
pollutants, water pollutants, soil pollutants, solid waste, and other disturbances

https:/encore.naturalcapital.finance/en/explore?tab=impacts
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Commodity or activity focused efforts are
a great start, but they can leave gaps in
their strategies. Mapping supply chains and
addressing biodiversity impacts is arguably a
huge undertaking for a single commodity, let
alone an entire menu of ingredients; however,
inaction on other commodities remains a major
risk for companies.

On opportunities, companies within the food
sector need to more clearly evaluate the business
opportunities associated with addressing
biodiversity loss. While there will be costs to

address the impacts of global food supply
chains, there are also business opportunities in
the transition. Thereis a growing consumer focus
on the environmental impacts of food (such as
demands for organic products and plant based
alternatives). It is estimated that the market for
plant based foods could be worth more than
$162 billion by 2030, making up over 7% of the
total global protein market. If food companies
better develop their biodiversity strategies, they
may be able to react more quickly to growing
consumer interest around environmental
preservation and animal protein alternatives.

As a guideline for companies, using information from our engagement dialogue and the ENCORE
tool, we compiled a list of impacts, dependencies, risks, opportunities for each sector. Table meant
for illustrative purposes only, specific items can vary per company based on their specific business

operations

Impacts Dependencies

Food Sectors Land Use Provisioning Services:
Change Dependent on plants,
and Habitat seeds, and soil for

Degradation:
Deforestation
for farmland
destroying local

ingredients

Food, Food
Retail Ground water and

surface water help

Risks Opportunities

Business Continuity
Risks: Risks to commodity
prices if agricultural
output is low raising prices
of food

Opportunities to
strength reputation
and value proposition
to customers:

Higher quality of
materials taste better
Physical Risks: Severe

habitats irrigate crops weather and changes in Opportunities to
weather patterns such as capture new customers:
Resta'urants & Intensive Regulating Services: frost, drought, storms, and . By providing plant
Catering agriculture that Pollination services forest fires can impact based alternatives
alters soils provided by animals, raw material supply and

Opportunities to help
customers achieve
their own sustainability
commitments
(Caterers)

water, and wind disrupt supply chains
Climate Change:
Methane
emissions from

meat production

Soil Quality: Natural
processes that ensure
biogeochemical
conditions of soil

Transition Risks: Changes
in consumer attitudes
towards environmental
impacts of food

Pollution: structure that enable
Packaging, food food production Increased legislation can
waste impact or halt operations

Water table
maintenance:
Hydrological cycles
help irrigate crops

(such as deforestation
related regulation)

Systemic Risks:
Dependency on raw
materials poses a systemic
risk species health
declines
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Metrics and targets for the sector are often linked
to sourcing targets for specific commodities
such as % commodity X ethically sourced or
that supports deforestation free supply chains.
Some companies have time bound targets to
eliminate deforestation in supply chains which
we support. For example, one company had a
deforestation free supply chain commitment by
2030 in line with the CBD’s Global Biodiversity
Framework. However, details on how they verify
that their supply chains remain deforestation

Collaboration

Collaborative initiatives within the food sector
play an important role by helping to amplify
individual company action while enabling
companies to collectively discuss the issues
with other stakeholders. In particular, this helps
companies take action at an ecosystem level
or to take location specific actions on key
biodiversity topics (plan globally, act locally).?
Common commitments and standards such
as being “deforestation free” also helps level
the playing field and move the needle on key
biodiversity topics.

Unfortunately, the theory of collaboration is
sometimes better than the reality. Collaborative
initiativesin the food sector have faced numerous
controversies and claims on greenwashing. For
example, RSPO for palm oil has been accused of
failing to adequately audit members to ensure
they are not breaking the RSPO standards and
failing to penalize companies who broke the
rules.

9. https:

free remains vague. The companies do work
with well-respected third parties to verify their
claims. However, there remains a disconnect
between company statements on being
deforestation free and third party reports on
the deforestation that is actually occurring.
More KPIs and transparency are thus needed to
understand how companies are managing these
commitments.

Regardless, the complexity of biodiversity linked
issuesmeansthereisnoeasy fixandcollaboration
is a great first step to address biodiversity issues
in global supply chains. However, expectations
from investors are growing to for companies
to demonstrate how the collective initiative is
having a tangible impact on the topic as well as
how the membership is furthering a company’s
own sustainability objectives.

www.bcg.com/publications/2021/consumer-companies-fight-deforestation-will-need-a-collective-effort
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Sectors with Biodiversity Exposure Diffused Across

the Value Chain

Overall, responses to our engagement for the
chemical and pharmaceutical sectors were
positive with most companies in our sample
willing to understand how to better address
biodiversity loss. Key takeaways from this
engagement with these two sectors are as
follows:

The chemical and pharmaceutical sectors
demonstrate mixed awareness around the topic
of biodiversity. Only a few companies within our
sample had actually discussed biodiversity at
the top management level, or initiated any type
of work to evaluate risks, impacts, dependencies
and opportunities.

A majority of companies admitted that they
were struggling against the challenge this topic
represents: lack of assessment tools, complexity
in understanding all aspects of biodiversity
and how they are inter-related and connected
to the company. Some companies, notably
in the pharmaceuticals sector, did not even
understand how they could be directly exposed
to biodiversity.

Yet, all companies we interviewed are effectively
tackling adjacent topics without realizing their
relation to natural capital, or without connecting
the dots to form an articulated biodiversity
strategy. Regarding adjacent topics, most
companies are dedicating a majority of their
sustainability resources to climate change, with
several companies admitting a lack bandwidth or
expertise to consider other sustainability issues.
We could not agree more on the importance
of climate change, but we consider that the
biodiversity angle of this topic should not be
ignored. At least, we expect companies to work
on evaluating risks, impacts, dependencies and
opportunities related to Nature.

Finally, interestingly, the degree of commitment
to biodiversity is not always linked to the
magnitude a company’s exposure to natural
capital. In our sample, some companies didn’'t
have strong enough biodiversity strategies
relative to their highly negative impact on
nature. Conversely, a couple of companies with
only limited direct impact on natural capital had
embedded biodiversity as a core feature of their
ESG strategy and were devoting significant
resources to initiatives and research on the
topic.

Sectors with Indirect (Financial) Exposure to

Biodiversity

Based on our work in the insurance sector, the
financial sector is rather mixed in terms of their
management of biodiversity. Some companies
take the protection of ecosystems very seriously,
and have announced a specific strategy and/or
devoted significant resources to initiatives and
research. By contrast, others appear unfamiliar
with the subject and how it relates to the
insurance industry specifically. This means that
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for some companies, biodiversity is an important
point of strategic attention, while others have
little to no prioritization of the topic at board
level and lack significant top down oversight.
Most of the insurers have started to indirectly
take biodiversity risks and impacts into account
through its strong links with climate change, but
not through a direct assessment of the risks and
impacts.

of the financial industry
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There is a long way to go to precisely price
biodiversity into risk management processes.
However, a specific nature-related risk, the
risk of a pandemic, has now been integrated
into risk management by the industry. Insurers
have either excluded this risk from their
policies (travel, business interruption, workers
compensation insurance), or the inclusion
of pandemic risk has led to higher premium
rates. Companies with the strongest practices
have identified biodiversity as a(n emerging)
risk. They have also implemented biodiversity-
related sector policies (on forestry, pulp & paper,
palm oil, hydroelectric dams, thermal coal, oil &
gas), which we consider to be the first major
step when adopting a meaningful biodiversity
strategy.

It has to be said that a few players within the
sector are quite advanced in terms of measuring
biodiversity-related risk exposure. We see
the work of some of the leading companies
as particularly innovative. However, these
companies remain an exception in the industry.
Of course, it remains difficult to quantitatively
measure financial companies’ impacts, as there
is no ‘'simple’ KPI. Indeed, it is easier for financial

companies to identify the drivers that negatively
impact biodiversity (CO, emissions, toxic waste,
pollution intensity) and to look at what the
company can do in that respect.

When taking into account biodiversity into
operations, the industry generally starts with
the investment portfolio, before moving on to
the underwriting activities. We also note that
the industry's primary focus on biodiversity is a
risk approach, more than an approach of impact,
dependencies or opportunities. The nature of
the industry as a risk manager and risk carrier
explains this tendency.

General awareness on the role of biodiversity
for the insurance sector is still low. Having said
that, several insurers are taking the lead through
the application of biodiversity-related sector
exclusion policies, the active participation
or leadership in collaborative initiatives, the
spending of major resources to the subject or
through the development of financial products
that mitigate or adapt to biodiversity-related
risks.

Conclusion: The Time to Act is Now

In conclusion, our initial year of engagement
has demonstrated urgent need for investors to
engage on the topic of biodiversity. This will help
drive the speed of action to halt biodiversity loss
by 2030 and put it on a pathway to recovery by
2050 (in line with the Convention of Biological
Diversity’'s  Post-2020  Global Biodiversity
Framework). Through engagement dialogue,
investors have a unique visibility into best

Document for the exclusive a

practices and can thus use engagement as a
tool to disseminate this information and further
drive positive change.

The additional parts of this report are meant to
provide unique insight and guidance for sectors
and companies so they can better address the
urgent problem of biodiversity loss. The time to
act is now!
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Appendix

Appendix 1: Engagement Methodology

Based on information obtained during engagement meetings and public reporting, we assessed
companies’ current management of biodiversity and ascribed them a score based on the following
three categories:

4. Strategy from the top: extent to which biodiversity is a specific subject at the board level and
degree to which the company has formalized its biodiversity strategy

5. Identification and management of Impacts, Risks, Dependencies, and Opportunities: extent to
which the company has identified, and is managing biodiversity linked impacts, risks, dependencies
and opportunities

6. Metrics, Targets, and Reporting: how a company is currently measuring and assessing biodiversity
risks and impacts and the extent to which the company is working collectively to address reporting
difficulties

Using our proprietary scoring model we assessed company performance based on 10 questions
divided into the above three categories. These questions can be seen in appendix 2.

For the purpose of our analysis we have also grouped the sectors by categories based on common

type of exposure to biodiversity, thus forming four macro sectors, from which we were able to drive

Macro-sector
Categories

Type and magnitude

Sectors -
of exposure

Analysts

Sectors with Primarily
Direct Impacts on
Biodiversity

Utilities
Mining & metals
Paper & Forest

- Direct, medium to
high
- Direct, medium to

Shagun Talwar,
Utilities Analyst

Molly Minton, Mining &
Metals

Products high
- Direct, high Chloe Maury, Paper &
Forest
Food-based Sectors - Food & Food Retail - Indirect, high Lorna Lucet,
with Primarily Upstream = _ consumer Services - Indirect, high Consumer Staples

and Downstream
exposure”

Molly Minton,
Consumer
Discretionary

Sectors with
Biodiversity Exposure
diffused across the
Value Chain

Chemicals
Pharmaceuticals

- Direct/Indirect,
medium to high

- Direct/Indirect, low

Julien Foll, Chemicals

Emmanuelle
Chastenet,
Pharmaceuticals

Sectors with Indirect
Exposure (Financial) to
Biodiversity

Insurance

- Indirect, medium to
high, depending on
financial exposure

Esther Dijkman,
Insurance

10. Observation is based off of sources including ENCORE, BCG, engagement calls, and analyst assessments.
https://encore.naturalcapital.finance/en

https:/www.bcg.com/fr-fr/publications/2021/biodiversity-loss-business-implications-responses
11. Impacts both in supply chain and in end-of-life but minimal impacts in direct operations
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Appendix 2: Engagement Questions

Amundi’s 10 Questions to Ask Companies on Biodiversity

1. Is biodiversity discussed at the board level ?

2. How has the company formalized its biodiversity strategy?

3. Has the company assessed its biodiversity impacts?

4. \What are the biodiversity linked measures that the company has already implemented?

5. Does the company refer biodiversity dependencies such as material benefits and
ecosystem services?

6. Does the company identify biodiversity as a risk?

7. How is the company measuring risk linked to biodiversity?

8. Has the company identified opportunities linked to preventing biodiversity loss?
9. Does the company have any metrics and targets linked to biodiversity?

10. How is the company collectively addressing the reporting gaps linked to biodiversity?

Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry.
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Appendix 3: The Rise of New Biodiversity Regulation and Disclosure
Standards to Bend the Curve on Biodiversity Loss

One of the key risks that many sectors and geographies will face are risks associated with rising
regulation around biodiversity. There is a wide variety of emerging regulations around biodiversity.

Supranational Level

United Nations Climate Summits

- COP26: While the United Nations Climate
Summit COP 26 had a focus on climate
change, biodiversity & deforestation play a
key role in the climate conversations since an
estimated 23% of total emissions stem from
agriculture, forestry, and other land uses®”. As
a result, more than 100 world leaders pledged
to halt deforestation by 20303, which could
sighal a major push in new regulation.

United Nations Convention on Biological
Diversity

- COP15 Part 1 & Part 2: The 15" meeting of the
Convention of Biological Diversity started
its first phase in October 2021 and aims to
conclude negotiations around the post-2020
Global Biodiversity Framework (GBF)® in
Montreal in December 2022. It is considered
the biggest UN convention on biodiversity in
decades with countries hoping to finally strike
a deal with the GBF to protect and restore
nature. Past COPs have over promised and
under-delivered. The Aichi targets (agreed
upon at COP10) were never fully met by
the 2020 deadline and biodiversity loss has
further declined since.

12. https:
13. https:

www.ipcc.ch/srccl

- COP27: Biodiversity continues to remain
part of the climate conversation at COP27
in Egypt in November 2022. More than 25
countries launched a group to hold each
other accountable for pledges made at
COP26 in Glasgow to end deforestation by
2030 including billions of additional dollars in
financing to support the effort®

The first phase of COPI5 in 2021 saw over
100 countries agreeing on the “Kumming
Declaration™® a broader commitment without
any tangible or measurable targets. This
declaration outlined 177 commitments that aim
to put biodiversity on the path to recovery by
2030 at the latest.

The post-2020 Global Biodiversity Framework
(GBF) is more concrete sets out four long-
term goals for 2050 with 2030 milestones
and includes 21 action oriented targets to
be achieved by 2030. Compared to previous
targets, these targets are intended to be
measurable, underpinned by science, and have
explicit outcomes. The second segment of
COP15 will hopefully see these targets agreed
upon by world leaders in December 2022.

www.washingtonpost.com/climate-environment/2021/11/01/more-than-100-world-leaders-pledge-halt-

deforestation-by-2030,

14. https./www.euronews.com/green/2022/11/07/cop27-more-than-25-countries-band-together-to-keep-deforestation-

pledges-made-in-glasgow

15. https:./www.cbd.int/article/draft-1-global-biodiversity-framework

16. https:

www.cbd.int/doc/c/c2db/972a/fo32e0a277bflccfff742be5/cop-15-05-addl1-en.pdf
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National and International Level

- European Commission’s Biodiversity Strategy - French Article 29: A new decree under the

for2030.Biodiversity willbecomeanincreasing
area of regulatory focus in the EU. Under the
EU Green Deal, the 2030 Biodiversity strategy
lays out a long term plan for protecting nature
and reversing ecosystem degradation. While
the specifics around funding remain unclear,
the EU outlines funding priorities for nature
and green infrastructure of at least €20bn a
year (both public and private funding)

The EU Taxonomy: The EU taxonomy
is a classification system that defines
environmentally sustainable economic
activities and aims to provide companies,
investors, and policy makers with appropriate
definitions to help address greenwashing
concerns. Within the Taxonomy there are six
environmental objectives with one specifically
related to the protection and restoration of
biodiversity and ecosystems and with the
others relating to the drivers of biodiversity
loss such as pollution and climate change.
For an economic activity to be classified
as sustainable it must make a substantial
contribution to these six objectives, not
significantly harm the other five objectives
and meet minimum safeguards.

Sustainable Finance Disclosure Regulation
(SFDR). This regulation will require asset
managers and institutional investors in
the EU to disclose how they incorporate
sustainability risks and adverse impacts
into their investment making and advisory
processes. Within the “adverse impacts”
aspect to the regulation Biodiversity is a
standalone indicator and includes metrics
around Biodiversity and ecosystem protection
practices, natural species and protected areas,
as well as deforestation.

French law on Energy and Climate provides
robust details on expected disclosures across
both biodiversity as well as climate. The
older version of the decree (known as Article
173) did not have as stringent requirements
around biodiversity related risks. It requires
financial institutions to publish information on
the proportion of their assets that complies
with the environmental criteria set out in the
EU Taxonomy. In practice this means that
financial institutions will have to disclose how
they identify, prioritize and manage climate
(and biodiversity) related risks from 2022 and
will have to expand disclose in 2023 in line win
the EU Taxonomy.”®

17. https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-

activities en

18. https://globalcanopy.org/insights/insight/frances-article-29-biodiversity-disclosure-requirements-sign-of-whats-to-

come
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Biodiversity Reporting Initiatives

- Task Force on Nature Related Financial

Disclosures: The TNFD launched in 2021 and
is expected to be modeled after the TCFD
(Task Force on Climate Related Financial
Disclosures). It aims to set guidelines for how
companies should disclose their environmental
emissions. The taskforce has committed
to delivering a framework by 2023 for
organizations to report on how they manage
nature related risks. Like TCFD, the TNFD is
likely to be split into three key categories:

» Governance and Strategy
* Risk Management
* Metrics and Targets

Science Based Targets Network: Based on the
Science Based Targets Imitative for climate,
the group aims to create a measurable,
actionable, and time bound objectives based
on best available since to allow actors to align
with sustainability goals. Considering the
ambitions around COP26 and COPI5. This
work could play a key role in how companies
report alignment.

- Climate

Docum

19. https:/www.pbafglobal.com/files/PBAF-flyer-O51121.pdf

Disclosure Standards Board
(CDSD). This framework also currently under
development and consultation aims to assist
companies in their disclosure of material
biodiversity related information in mainstream
reporting.

CDP - Biodiversity linked questions under
development (to be inserted in climate change
guestionnaire) in addition to the CDP Forest,
Climate, and Water survey

Partnership for Biodiversity Accounting
Financials - PBAF currently developinga PBAF
Standard to enable financial institutions to
assess and disclose impact and dependencies
on biodiversity of loans and investments.”
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The information contained in this material is communicated without taking into account the specific
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where it might be considered as unlawful.
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