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naturalvalueinitiative

What are eCOSyStem services? linking sharebolder and natural value
Provisioning Crops Capture fisheries Timber
Livestock Wild foods Fiber
Aquaculture Wood fuel
Genetic resources
Biochemicals

Fresh water

Regulating Carbon sequestration | Al quality regulation Water
Climate regulation regulation
Erosion regulation Disease
Water purification regulation
Pest regulation
Pollination

Natural hazard reg

Cultural Spiritual & religious Recreation &
Aesthetic values ecotourism
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thenaturalvalueinitiative

linking shareholder and natural value

What do these have in common?
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naturalvalueinitiative

linking shareholder and natural value

Policy level changes - TEEB

Urgent priorities:
Halt deforestation & degradation
Protect tropical coral reeks
Save and restore global fisheries
Recognise the link between ecosystem degradation and rural povery

Call for ecosystem services indicators

Extend national income accounts

Solutions
Payments for ecosystem services
Reforming harmful environmental subsidies
Addressing losses through regulation and pricing
Adding value through protected areas
Investing in ecological infrastructure
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thenaturalvalueinitiative
The Ecosystem Services Benchmark linking sharebolder and natural value

Only tool specifically developed for investors
that focuses on risks & opportunities
associated with impacts and dependence on
biodiversity and ecosystem services

Two primary sets of users:

Institutional investors:  enables institutional

investors evaluate how well a company i
managing potential risks & opportunities
relating to biodiversity & ecosystem services

Food, beverage and tobacco companies:
can be used to develop a strategic framework
ootapar 2000 for driving forward a company’s approach on
the issue

naturalvalueinitiative
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Developed with investors

*Based on the FFI-Insight Investment extractive industry benchmark
*Designed specifically to evaluate the food, beverage and tobacco

*Created in conjunction with six investors — Aviva Investors, F&C Investment,
Grupo Santander Brasil, Insight Investment, Pax World and VicSuper.
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The components of our analysis

Governance
- Competitive
Reporting j> Advgntage <; Policy & Strategy

1r

Management &
Implementation

*Based on established risk management practices e,g, 1ISO14001

*Draws from the Global Reporting Initiative, Corporate Ecosystem Services
Review, Roundtable on Sustainable Palm QOil (RSPO) Principles and Criteria, and
the International Finance Corporation Performance Standard 6.
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The companies

Producers Retailers Processors

Acucar Guarani Ahold Cadbury plc
Bunge Carrefour Dean Foods
COSAN M&S Groupe Danone
Grupo André Maggi Sainsbury’s Hain Celestial
SLC Agricola Tesco Nestlé
United Plantations Wal-Mart Parmalat Brazil

Woolworths Sadia

Unilever
 Tobacco.. ... Beerage . .

Alliance one International The Coca-Cola Company
British American Tobacco Diageo plc
Imperial Tobacco Group Foster’'s Group
Philip Morris International Heineken

PepsiCo

SABMiller
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Undertaking the analysis

Research based on publicly available information
(1-2 days per company)

CSR / sustainability/ annual/ environmental
reports

Other disclosures e.g. CDP, RSPO
Cross check through a google search

Confirmed through meetings with companies (71%
of companies), many of them attended by investors

Analysis updated then sent for final review by
company

Formal communication to companies by investors
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The results of our pilot study

(S
(N

N FGV

UNEP Finance Initiative A
Innovative financing for sustainability =

|

Centro de Estudos em nternational
Sustentabilidade da EAESP S S




Producers

United Plantations led the sector

Challenges in cross comparisons because of
variability of nature and scope of companies
within sector

No company had a risk assessment process
that included BES comprehensively

Policy commitments very high level

Sustainable agricultural initiatives were
underway e.g. certification schemes

Only one company produced a CSR report
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Processors

Led by Unilever — strategic approach to
< ) sustainable agriculture with strong guidance
- and emerging metrics

Half the companies showed strong elements
of a risk assessment process (particularly
water and carbon)

Tools included biodiversity action plans,
incorporation of standards into supplier
contracts, certifications and NGO
collaborations

Targets were commodity focused, except
Case study: Cadbury (“sustainably source 50% of
agricultural commodities”)

Dean Foods and sustainable
Soya
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Beverage

Case study:

SABMiller's payments for
watershed services in
Colombia

Fosters and SABMiller joint leaders

Diageo & Heineken had reviewed potential
Impacts on biologically sensitive sites

22% of companies had undertaken some
form of risk assessment process (particularly
water and carbon), none were
comprehensive, few addressed the supply
chain

PepsiCo was unigque in having a sustainable
agriculture policy

Standards were in place for more than half
the companies reviewed, but voluntary
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Tobacco

Case study:
SRITP

BAT led this sector with strong building
blocks for risk assessment

Two of the four companies had very limited
environmental disclosures

BAT had a stand alone biodiversity policy
which addresses ecosystem services

Pilot projects to address security of supply
ISsues

75% of companies had standards in place for
the supply chain, but voluntary

Social Responsibility in Tobacco Production
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Retailers

Case study:

Sainsbury’s and palm oil

M&S led this sector - clear, timebound action
plan of relevance to BES

86% companies had undertaken commodity
focused risk assessments

Activity tracked NGO campaigns —
demonstrating high responsiveness but
giving the impression of reactivity

Issue is one of competitive advantage
Piloting projects to address sustainability of
supply

Sainsbury & Carrefour were unigue Iin
addressing pollination
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Findings

Corporate risk assessment processes frequently did not adequately
address biodiversity and ecosystem services (<50%)

Disclosures on BES were often inadequate for evaluating corporate
performance (most scored less than half marks)

Activity to build shareholder value and ensure continued raw
material supply is widespread, but it may not be proportional to
corporate impact or risk

Companies often lacked clear policy and strategy frameworks to
drive action (only 5 companies)

Supplier performance standards are in place which incorporate BES,
but these are often limited in scope or voluntary in nature

Management tools that encompass BES issues exist but often only
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Recommendations

1. Understand how the company is both impacting and

dependent on biodiversity and ecosystem services us ing a
stakeholder inclusive risk and opportunity assessme nt
process

2. Make clear policy commitments and develop a time-  bound
strategy or road map, with publicly communicated ta rgets

3. Act to manage those ecosystem services which are the most
critical to the business

4. Monitor the supply chain to ensure that policies and
standards are adhered to and to support suppliers

5. Disclose activities to understand and manage risk s and
opportunities in relation to BES in more detalil
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