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Addressing Biodiversity in Mining & Metals, Utilities,

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

For these sectors, there is a strong link between
biodiversity and short term financial materiality.
Their 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.

Consequently, these sectors have a strong

understanding of their impacts as they have a
relatively clear idea of where in the world their

Table 1: Breakdown of Sectors Covered

operations primarily affects biodiversity. Where
those similarities stop is regarding the current
type of reporting to measure impact and
progress towards biodiversity goals.

In this section, we will dive deeper into these
three sectors to understand the impacts they
can have on biodiversity, the risks they face
from biodiversity loss, and how the sectors are
managing and moving forward on the issue.

Macro-sector Category Sectors

Type and magnitude
of exposure to
Biodiversity’

Analyst

Sectors with Primarily
Direct Impacts on
Biodiversity

Mining & metals

Direct exposure Molly Minton

Medium to high
magnitude of exposure
(depending on business
operation)

Utilities

Direct exposure Shagun Talwar

Medium to high
magnitude of exposure
(depending on business
operation)

Paper & Forest Products

Direct exposure Chloe Maury

High magnitude of
exposure

1. 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
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Managing Biodiversity in the Mining & Metals Sector

Biodiversity is certainly not a new topic for the
mining sector, but it is beginning to have a more
prominent role in its ESG strategy. The topic has
always been essential to a company’s license to
operate. Thismeans thatifamining company fails
to address and minimize local negative impacts,
it could be subject to community protests and

ultimately a shutdown of operations.
However,throughourengagements, weobserved
that biodiversity is growing in importance with
new strategies, targets, and ambitions that go
beyond previously established best practices. In
this section we will examine this in more detail.

Figure 1: Corporate Engagement Scores (using Amundi’'s Proprietary Methodology)
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Table 2: Best Practices Identified and Amundi's Recommendations for the Mining &
Metals Sector

Mining

Current Best
Practices
Identified

Strategy from
the top

Time bound
commitment
to be Nature
Net Positive or
No Net Loss by
2030

Biodiversity
impact
assessments
and monitoring
of all operations

Impact
Measurement
& Reporting

Dedicated
policies and
reporting on
biodiversity
with a primary
focus on the
mitigation
hierarchy?

Impacts

measured at a
site level for all
operations but

Impact
Management

Impacts
monitored at
a site level and
by using Big
Data to help
where current
biodiversity
mapping tools
are limited

Identification of
dependencies
risks and
opportunities

Biodiversity

risks are being
incorporated into
climate scenarios
but it is still early
days

Some anecdotal
evidence of
dependencies,
risks,
opportunities
but no formal

Tools Used

Integrated

Biodiversity
Assessment
Tool (IBAT)

Exploring
Natural Capital
Opportunities,
Risks and
Exposure
(ENCORE)

Proprietary Big

Collaborative
Initiatives

Science Based
Targets Network
(SBTN)

Taskforce on
Nature-related
Financial
Disclosures
(TNFD)

Local NGOs and
Universities

reporting at site reporting Data Tools Conservation
level is limited International
Proteus
Amundi Recom-  Develop Provide KPIs at a Develop more Develop more Collaborate Develop
mendations company-wide site level and an concrete KPIs explicit reporting with mining increased trans-
biodiversity aggregate level at a site level on how the peers to test parency on the
strategy that when possible to improve company is and develop work conducted
connects reporting on dependent on measurement in conjunction
biodiversity how ‘No Net nature, and tools with local NGOs
efforts at Loss by 2030’ is what are the and Universi-
operational monitored associated risks ties including

level to global
strategy on
pollution, water,
climate, etc.

Develop
short term
and mid-term
biodiversity
targets

and business
opportunities
they see in
protecting
nature

the process to
implement local
recommenda-
tions

Managing Biodiversity from the Top Down

Biodiversity is a distinct subject for the sector
(and not simply diffused in sustainability
overall) and has strong linkages to adjacent
material topics such as pollution, climate,
water, and community relations. However,
biodiversity strategies remain largely at the
operational (asset) level including for example
setting Nature Positive action plans at assets.
This is understandable as large-scale mining
companies have operations across the world.
Every asset has a unique profile of risks and
impacts based on for example, the geography,
ore type, or mine type.

We observed a distinct lack of an overarching
biodiversity strategy and believe that there
is huge potential for this sector to develop
comprehensive biodiversity strategies that go
beyond individual assets and scope 1 impacts,
linking to broader environmental and social
strategies. Biodiversity does not operate in a
silo and therefore neither should a company’s
strategy.

To achieve this, board oversight on biodiversity
specifically is essential. This is a best practice
that we observed, but unfortunately, only one
company in our study specifically identified
nature as a key priority for the board alongside
- and not assimilated into - other environmental
topics.

2. For key stages of the mitigation hierarchy for mining: Avoidance (avoiding critical habitat areas), minimization( reducing
impacts to enable species to continue to normal behaviors in area), restoration (reduce residual impacts of a project as
much as possible), and offsetting (seeking conservation gains of the same value in other areas to balance out impacts)
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Biodiversity Impact Measurement & Management in the Metals &

Mining Sector

On company-wide targets, companies within
the study all had some type of Net Zero/Net
Positive biodiversity loss ambition (with those
ambitions being translated into objectives at
the asset level without any clear indication if
biodiversity is being considered beyond scope
D.

It is important to note that all companies within
the study were members of the International
Council of Mining & Metals (ICMM). ICMM
members® must also commit to two key
principles on biodiversity conservation:

@ Avoid world heritage sites and respect
legally designated protected areas

® Apply mitigation hierarchy with ambition of
no-net-loss

Smaller non-ICMM companies may not have the
same standard but net zero ambitions are clearly
the benchmark for industry best practice.

We support these two principles but again
encourage companies to take a more holistic
view accounting for actual and potential,
direct and indirect biodiversity impacts of
mining. We want the strategy to be translated
into biodiversity targets that link to existing
environmental and social strategies including:
- Measuring the effectiveness of pollution
mitigation strategies in terms of local species
health

- Including biodiversity baselines into
reporting on company efforts to remediate
environmental spills and leaks

- Increasing reporting on the status of local
biodiversity in terms of land not disturbed or
land successfully rehabilitated

- Assessing and mitigating physical risks linked
to climate change in terms of how it could
impact local biodiversity

- Number of community grievances reported
that have links to environmental degradation
or biodiversity loss

We think a centralized target or strategy will
also help companies to go a step further to
include areas of actual or potential biodiversity
impact that may not have previously had targets
or fully-fledged strategies. For example, one
company identified the potential biodiversity
impact linked to invasive species carried via
transport to ecologically sensitive regions. This
is not something we have seen any mining
company report on publically.

Finally, we also see room for improvement in
how companies are actually tracking no net loss
at an operational site. The companies within our
study were already demonstrating reporting in
line with the Global Reporting Initiative (GRI)
such as identified IUCN* Red List of Threatened
Species and National Conservation list species
at assets. However, we think that there are
opportunities for companies to provide more
clarity on how they actually monitor biodiversity
loss comprehensively at each asset taking into
account pollution control, species indexes, water
tables, and climate change. For example, one
mining company told us that at their mine site
in North America, the best indicator of overall
biodiversity health was the population of a
specific species of frog. In comparison, for one of
their mines in Africa, the best proxy to represent
biodiversity health was the population of a type
of millipede. These examples demonstrate the
potential to provide investors with an interesting
data point to help track biodiversity health in a
high level but still insightful way.

3. https:.//www.icmm.com/mining-principles/7#:~text=ICMM%20members%20respect%20legally%20protected,n0%20

net%201055%200f%20biodiversity
4. International Union for Conservation of Nature
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Identification of Dependencies, Risks and Opportunities

Table 3: Impacts, Risks, Dependencies, and Opportunities Identified in Amundi
Engagements in the Metals & Mining Sector

Sector

Impacts

Dependencies

Opportunities

Mining

Land Use Change:
Mining assets

use considerable
amounts of

land and they

are often on or
near protected
ecosystems

Pollution:

Solid waste from
mined land, toxic
and hazardous
chemical leakage
such as cyanide,
etc

Climate Change:
Scope 1& 2
emissions from
direct operations,
Scope 3 emissions
primarily from use
of mined elements
(especially
thermal and met
coal)

Invasive Species:
Mining companies
freight goods

to and from
protected areas
and islands

Resource
Consumption:
Mining operations
can be water
intensive and
certain arid
geographies are
considered water
insecure

Regulating Services:
Watershed
management,

and water table
maintenance

LLand stabilization
and erosion control
protection against
floods, erosion, and
severe weather

Cultural Services:
License to Operate:
local cultural &
historical links to land

Provisioning Services:

Local communities
also rely on healthy
ecosystems for
agriculture and food
such as fish. Impacts
to local biodiversity
could stall or halt
operations if there is
community unrest

Physical Risks:
Severe weather and
flooding can damage
infrastructure (such as
tailings dams)

Droughts can make halt
operations

Physical changes to
local environments can
also alter mine closure
and rehabilitation plans

Transition Risks:
Regulatory pressure to
decarbonize

Emerging regulation on
biodiversity

Business

Continuity Risks
License to Operate:
public scrutiny to
damaged environments
can halt operations

Positive
Reputation:
Opportunities

to strengthen
public opinion

by protecting,
conserving,

and restoring
biodiversity -
especially in
biodiversity
hotspots (support
license to operate)

Climate Change:
Potential emissions
offset opportunities
to ‘monetize’ the
land they do not
disturb

Source: Amundi Asset Management
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Measuring and Reporting on Risk

We see real potential for mining companies
to lead the way to identify and report on risks
linked to biodiversity loss. For example, one
mining company mentioned that they were
already trying to understand risks of biodiversity
loss & climate change in terms of how it could
alter mine closure and rehabilitation plans.
Their plan and allocated budget today may not
be sufficient in the future, if they do not take
into account biodiversity risks. Thus, forward-
looking risk management on biodiversity might

Capturing Opportunities

There are real opportunities for mining
companies to address biodiversity loss. First,
in terms of mitigation of risks as the license
to operate in a region is essential to ensure
consistency of operations. Thriving biodiversity
will help ensure a stable local economy that
likely relies on local resources such as fish, water,
fertile soil for agriculture, etc.

Mining companies can play a critical role
in conserving and restoring biodiversity
especially if they operate near protected areas
or biodiversity hotspots. We also observed

companies beginning to explore the financial

already present significant costs savings for
corporates. We encourage mining companies to
develop forward-looking risk indicators and test
innovative ways to account for biodiversity risk.
One company even mentioned that they were
in the process of looking at how to incorporate
biodiversity into their climate scenario modeling.
While still in early days, we see this as an exciting
step in the right direction.

opportunities linked to not mining certain
regions (i.e. can they ‘monetize’ the land
they do not disturb). Carbon offsetting is an
emerging field and presents an opportunity for
certain sectors to ‘offset’ residual, hard to abate
emissions. Carbon offsets have a credible role
to play in meeting net zero objectives, but at
Amundi we see them as a last resort option and
not as a supplement to actual carbon reduction
efforts.

Biodiversity: It’s Time to Protect Our Only Home
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Table 4: Common KPIs, Collaborative Initiatives, and Tools Identified in Corporate
Reporting on Biodiversity for the Metal and Mining Sector

KPIs Spotted in -
Reporting

I[UCN Red List Species and National Conservation list species with habitats in areas
affected by assets (broken down by number of species for critically endangered,
endangered, vulnerable, near threatened, least concern per asset)

- Areas of habitat (km?) protected or restored and status of project completion

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

Collaborative =
Initiatives -

- Nature Conservancy

- Local NGOs

- Conservation International

Taskforce on Nature-related Financial Disclosures (TNFD) pilot

Global Future Council for Nature Based Solutions

- Proteus (partnership between the UN Environment World Conservation Monitoring
Center and extractives companies)

- Science Based Targets Network (SBTN)®
- International Council for Mining & Metals (ICMM)

- Internally developed tools

- Integrated Biodiversity Assessment Tool (IBAT)
- Exploring Natural Capital Opportunities, Risks and Exposure (ENCORE)

Source: Amundi Asset Management

Using Biodiversity Reporting Tools & Collaborating with Peers

To report on biodiversity, the sector overall
is using a combination of established and
innovative  tools. For example, mining
companies are using the Integrated Biodiversity
Assessment Tool (IBAT), which is the ‘world’s
most authoritative biodiversity data’ source
that integrates three key global biodiversity
datasets®. Companies are also looking into
more innovative and proprietary solutions to

monitoring biodiversity such as using big data.
While we highly encourage this sector to lead
the way by testing and developing new tools for
monitoring, we also hope the sector will share
resources and financial burdens with peers
especially when many mining companies may
operate in similar regions of the globe. This will
also help ensure investors have consistent data
to compare.

5. At the time of our interviews, only one mining company was involved in SBTN as they stated the mining perspective is

quite different than other members

6. IUCN Red List of Threatened Species, World Database on Protected Areas, and World Database of Key Biodiversity

Areas https:/www.ibat-alliance.org/the-data?locale=en
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Conclusion

Managing biodiversity risks is an integral part of
the mining sector as they can and must restore
and preserve nature to keep their license to
operate but also there direct operational risks to
their business if they do not protect nature, such
as flood protection and drought prevention.

loss overall, and there are vast opportunities
for the sector to continue to lead the way on
how to effectively measure, manage, and report
on biodiversity. This is a way to not only better
account for biodiversity risks and opportunity
associated with operations, but also to help lead

Biodiversity: It’s Time to Protect Our Only Home

Thus, the mining sector is clearly more the way for other sectors.

developed on tackling the topic of biodiversity

Case study: Interview with Molly Minton, ESG Analyst, Mining and Metals

Q: What was one company in your engagement study that you want to highlight?

A:Overall,oursampleinthe mining sector demonstrated strong managementand understanding
of biodiversity as a topic but a few things about BHP stood out from the rest. Like many
companies in the sector, BHP has a No Net Loss strategy for biodiversity. While many companies
have simply set it as an ambition, BHP has set a timeline to be net zero biodiversity loss by
2030, which is in line with the Convention of Biological Diversity’s timeline to halt biodiversity
loss and restore biodiversity by 2050. Like other companies, BHP is monitoring biodiversity at
the site level using tools such as IBAT. They also collaborate with both large and small groups
such as local NGOs and universities and large institutions such as TNFD that are working to
tackle the issue of biodiversity loss.

Q: What was particularly interesting about BHP?

A: A few things are particularly interesting about BHP that made them stand out. First, BHP
demonstrated stronger board oversight and CEO engagement on the issue of biodiversity loss.
We found that companies who scored the highest have strong top down support that has led
to a stronger management of the topic.

Second, as mentioned above, BHP has gone beyond an ambition of No Net Loss by setting a
time bound target to 2030. This makes their biodiversity strategy more concrete and in line
with emerging international standards. While we hope to see concrete KPIs soon to back up
this target, we still see the 2030 timeline as a great first step.

Thirdly, BHP was the only company that mentioned some type of intention to beginincorporating
biodiversity into their climate modeling scenarios. We expect companies to start understanding
the risks that they could face if biodiversity loss is not managed adequately. Quantifying these
risks is arguably a difficult task; however, we encourage companies to not be afraid of testing,
innovating, and experimenting. It is the only way we will be able to better understand such a
complex issue and hopefully, find solutions along the way.

Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry
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O

A: Absolutely, there is long way to go to restore biodiversity and halt its loss. First, we want
companies to develop an overarching strategy on biodiversity, not just No Net Loss at an asset
level. This will help companies better understand how their company affects and depends
on biodiversity and ensure there are no gaps in the management of the topic. The topic of
biodiversity overlaps with climate, water, and pollution so an effective biodiversity strategy
should not operate in isolation. Second, we want companies in this sector such as BHP to
not be afraid of experimenting and testing on how they understand, manage, and report on
biodiversity. What we ask for is transparency. We know this topic is complex and we support
companies who report on what is possible now while building up overtime as newer tools,
resources, and research become available. What is important is that companies provide us with
a clear roadmap on where they are now and where they want to go.

Q: Any recommendations for improved practices?

Better understanding on how a company’s actions impact and depend on biodiversity - and
the associated business opportunities - will help companies not only be more sustainable for
the planet but also ensure the sustainability of the business long-term. Furthermore, this type
of information is useful for us as investors to understand which companies are best prepared
to manage biodiversity loss and restore biodiversity.

The above case study was based off a 2021 engagement. It is important to note that in 2022 BHP
launched short-term milestones on their healthy environment goal which include publishing
context-based water targets, completing biodiversity mapping for all land and water areas, and
establishing “nature positive” asset plans to work towards their 2030 goal.

Document for the exclusive attention of professional clients, investment services providers and any other professional of the financial industry.
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Utilities and Managing Biodiversity

Overall, the utilities sector has strong awareness
on the importance of biodiversity though there
is significant heterogeneity in practices among
issuers in our sample. Our set of engaged issuers
varies by asset type and geography (including
some with a sizeable global footprint); and

European peers often perform more strongly
than others based in a different geography or
where regulations are weaker (reinforcing the
importance of the same).

Figure 2: Corporate Engagement Scores (Using Amundi’s Proprietary Methodology)
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Table 5: Best Practices Identified and Amundi's Recommendations for the Utilities

Sector

Impact

Identification of

P Strategy from Impact dependencies Collaborative
Utllitles the top :;aesu;ftril:‘ent Management risks and Tools Used Initiatives
p 9 opportunities
Current Best Time bound Impacts mapped Impact Dedicated Integrated Science Based
Practices commitment in a dedicated management at reporting Biodiversity Targets Network
Observed to be Nature biodiversity an operational that identifies Assessment (SBTN)
Net Positive or report that level but little how company Tool (IBAT)
No Net Loss by links impacts to details on the operations Taskforce on
2030 five drivers of KPIs used depends Exploring Nature-related
biodiversity loss. to monitor on nature Natural Capital Financial
Biodiversity biodiversity that breaks Opportunities, Disclosures
impact Some them down Risks and (TNFD)
assessments calculations on Use of into specific Exposure
and monitoring how impact is mitigation ecosystem (ENCORE) Local NGOs and
of all operations measured but hierarchy’ services Universities
methodology is
unclear
Amundi Recom-  Identification Quantitative Provide KPIs at Begin to Work with Create a collab-
mendations of board level monitoring of a site level and incorporate sector peers to oration across
expertise on the five drivers an aggregate biodiversity tackle common the sector to
biodiversity; of biodiversity level when metrics into challenges and launch a com-
and to have the loss possible climate risk to ensure tools, mon methodol-
right incentives scenarios assumptions, ogy, ideally at a

in place for
achievement of
targets

Put in place an
overarching
biodiversity
strategy,
identifying how
operations are
related to the
five drivers of

biodiversity loss.

Develop
quantitative
reporting to
demonstrate
how time bound
commitments
will be
measured and
reported

Clarity behind
methodology
to measure
environmental
footprint

Quantification
and monitoring
of impact
using specific
KPIs, wherever
possible

Identify, measure,
monitor and
disclose
company
dependencies
and risks on
biodiversity
related topics.

Identify
biodiversity
related
opportunities
with clearly
established
business case.

and
methodologies
are comparable

global level

Provide more
disclosure on
how local part-
nerships play a
role in biodiver-
sity strategy

Source: Amundi Asset Management

7. For key stages of the mitigation hierarchy for mining: Avoidance (avoiding critical habitat areas), minimization (reducing
impacts to enable species to continue to normal behaviors in area), restoration (reduce residual impacts of a project as
much as possible), and offsetting (seeking conservation gains of the same value in other areas to balance out impacts)
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Managing Biodiversity from the Top Down

Typically, a biodiversity policy will sit within
the environmental policy of an issuer, but the
depth and detail of the issue varies across
our sample. Heterogeneity is found across
the analysis and management of biodiversity
related risks, impacts, dependencies and
opportunities. The strongest performers in
the engaged set have dedicated policies and
reporting on biodiversity that reference the
mitigation hierarchy, and demonstrate an initial
mapping and understanding of the five drivers®
of biodiversity loss within their strategies. These
companies also have clearer identification and
mitigation strategies of risks and impacts (albeit
mostly qualitative in nature). The strongest
practice also includes addressing the issue
of biodiversity through all stages of a project
lifetime and not just in one stage for example, a
pre-project impact assessment. Another strong
practice includes policies that are developed on
basic principles for the company’s operations,
but departments have the option to build on
top of these policies. For example, the offshore
department can develop its own policies on top
of the core central policy.

A few areas of improvements that we identified

were

- |dentification of expertise, and training, of the
board in the matter. Subsequently, how the
achievement of biodiversity related goals and
targets are incentivized.

- How to integrate biodiversity related elements
into the overall decision making process.

- |dentification of risks, dependencies and
opportunities is still in its relative infancy.

- Quantification of different elements s
often missing - measurement, monitoring
and disclosure of risks, opportunities,

dependencies and impact.

The sector still lacks an overall systematic
integration of biodiversity into company
disclosure with measurable targets, when
possible on key drivers.

Biodiversity Impact Measurement & Management in the Utilities

Sector

Like other sectors in this category, the utilities
sector has a fairly clear idea of the impact of
their operations on biodiversity, geographically,
by asset type and stage of lifetime of the
asset. All issuers have some kind of action plan
(sometimes pretty innovative ones) in place and
many have associated strategies and procedures
to measure, monitor and address impacts at site
level.

Impacts can be both direct and indirect in
nature depending on the kind of assets and
projects a company has. Biodiversity impact
assessment starts at planning phase of a project
during which actions are put in place to mitigate
and manage the impact. As mentioned above,
impacts need to be monitored and managed
through the different stages of a project lifetime.
Typically, we will be able to see what kind of
major impacts a company has identified and
what mitigation strategy they have deployed/

put in place. However, what is often missing
is the quantitative monitoring and results of
these mitigation actions. One of the strongest
practices we see is corporate analysis performed
on company impacts with relation to each of the
drivers of biodiversity loss . Three main criteria
identified for measurement were importance,
control level and room for improvement, each
ranked on a scale of low, moderate, high and
very high. Further, there was extensive reporting
of biodiversity projects including country of
operation, main goal of project, asset concerned,
description of activities, objectives and IUCN
Red List species affected by project.

Conseqguently, we would encourage all issuers
to adopt quantitative measurement, monitoring
and disclosure of the company’s impact on all,
or those most relevant, drivers of biodiversity
loss.

8. Climate change, land use change and deforestation, over consumption of resources, pollution, and invasive species (See

part 1 for more details)
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Setting Biodiversity Targets and Goals

Most issuers deploy the principle of no net loss,
principle of conservation and where possible,
net positive/gain. However, we have a mixed bag
with regard to quantification of targets, where
sometimes these are missing, and sometimes
companies have numerous concrete and
measurable targets with associated timeframes
in place. A number of companies in the sample
state that they were awaiting the methodology
for Science Based Targets for Nature (SBTN)
to be finalised so that they could use that as a
base to set appropriate and ambitious targets.
It would be useful for investors like ourselves
to have more clarity on the rationale behind
set goals/targets, action plans, metrics/KPlIs,
measurement, monitoring etc. Additionally,

information that would be useful is on the
strategy that will be deployed to achieve the
same. Disclosure and monitoring of asset level
targets are also useful to give more color to
the issue. For example, one of the companies
we spoke to was working on furthering the
company’s efforts to preserve a river mussel at
an endangered dam. Other projects were the
conservation of a butterfly species by relocation
and plantation of the required flower as well as
the conservation of a certain species of mussel
by growing them in a fishery and releasing them
into the river. A majority of companies in our
sample have targets related to one or multiple
biodiversity adjacent topics like climate change.

Identification of Dependencies, Risks and Opportunities

Table 6: Impacts, Risks, Dependencies, and Opportunities Identified in Amundi

Engagements in the Utilities Sector

Dependencies

Sector Impacts

Utilities Land Use Change:
Due to asset
development
leading to habitat
fragmentation,
alteration

and species
displacement

Waterway

and rainfall

Regulating Services

maintenance services

Climate regulation
services - regulating
temperature, humidity,

Opportunities
Physical Risks: Positive
Severe weather, forest Reputation:
fires and flooding can A healthy

environment
aids in strong
relations with local
communities

damage infrastructure

Transition Risks:
Regulatory pressure
to decarbonize and
increasingly stringent

Biodiversity: It’s Time to Protect Our Only Home

Impacts to

Birds and Bats:
Risk of collisions
and electrocutions

Flora:
Fires and soil
degradation

Climate Change:
GHG emissions

Pollution:

Alir, soil and water
pollution due to
discharges/spills
and variation in
water quality

Resource
Consumption:
Power generation
can be water
intensive

Land stabilization
and erosion control
Protection against
floods and severe
weather

environmental controls

Risks to license
to operate if local
environments are
damaged
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Often, companies view risk in a unidirectional
manner i.e. the risks that company operations
pose to the environment and biodiversity, which
is essentially captured under impact. However,
risk is a bidirectional issue, that is the company’s
impact and risk towards biodiversity as well as
biodiversity related risks that are material to the
company. Risk assessment should happen at
two levels- the first is at global/company level
and the second is at site level (since each site
has its unigue environmental risks). The topic of
risks is not as extensively or robustly understood
or disclosed as that of impact.

Only a few issuers in our sample have started to
identify biodiversity related risks to the company
however, these are not always addressed
in a robust or systematic manner. The risks
identified include physical, transition, litigation,
reputational, and systemic. We have one major
hydro player that clearly identifies water and its
associated ecosystem services, such as water
provision, as the most material dependency and
risk, given its business model. We also have a
Transmission and Distribution (T&D) company
state that they have a bidirectional risk view and
that risks to the environment are identified under
the risk identification and management process,
and constitute a significant percentage. Within
this, therisk to biodiversity is identified. However,
at this stage the assessment is qualitative given
lack of data around biodiversity. Another T&D
player mentioned risks related to biodiversity
as reputational and financial (primarily linked
to community opposition leading to a delay
in approvals and project implementation).
Similar to impact, risk management depends
on multiple factors including, but not limited
to, asset type, geography and different phases

of a project lifetime (construction, operation,
decommissioning); and should be assessed
accordingly.

The topics of dependencies and opportunities
are found to be in their infancy. We have very
few companies identify biodiversity related
dependencies and opportunities with a clear
business case. The strongest performer in
this segment is a utility with large hydro
operations that identifies both a dependency,
and opportunities, related to water provision.
Another company identifies dependencies in the
form of stakeholder relations and reputational
capital (albeit these are identified as ‘indirect’
and it was mentioned that there were no direct
dependencies since the company does not
generate revenue from biodiversity related
activities). Another said circular economy, local
communities, and better resource use were
opportunities. However, in a majority of cases
for when issuers do identify dependencies and
opportunities, these are mostly qualitative in
nature (and not with a clear business case as
mentioned above).

A number of issuers in our sample say that
they have joined hands with peers to study
biodiversity related dependencies and
opportunities but these projects are either a
‘work in progress’ or studies that were readly,
but not publicly disclosed vyet, in which case
we have requested them to share the research/
study once it is ready.
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Using Biodiversity Reporting Tools & Collaborating with Peers

We observe an increasing amount collaboration
between industry peers as well as with
universities, associations and NGOs. Companies
often use IUCN species lists and are either part of
the TNFD consultation or following associated
developments closely. Some companies are also

considering setting Science Based Targets for
Nature (SBTN). A few utilities we spoke to also
have in-house tools to measure and manage
their impact on biodiversity and are working
on pilot projects to test various methodologies,
both internal and external like STAR, GloBio etc.

Table 7: Common KPIs and Collaborative Initiatives Identified in Corporate Reporting

on Biodiversity for the Utilities Sector

KPIs spotted in -
reporting

and marine Eco toxicity)

- Biomass carbon stocks (t)

Total areas protected or reforested by company (target zero loss of area)

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

- Lists that are in programs to preserve threatened species

- Land use occupancy (agricultural, urban, natural land transformation)

- Pollution (terrestrial acidification, freshwater eutrophication, terrestrial, freshwater,

- Air emissions - climate change, photochemical oxidant formation, particulate
matter formation, ionizing radiation

Collaborative =
Initiatives =

- Natural Capital Coalition

TNFD (Taskforce for Nature Related Disclosures) Consultation
Science Based Targets Network
- Natural Capital Research Group

- Institute of Environmental Management & Assessments

Conclusion

The utilities sector is consistent in recognizing
that biodiversity is a material issue and that
the sector has a significant impact on it from
direct operati