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Introductions

We Value Nature — Who are we?

We Value Nature is a campaign supporting businesses and the natural capital

community to make valuing nature the new normal for business across Europe, by:

1. Identifying barriers and opportunities for adopting a natural capital approach
2. Providing practical support to business through activities and training
3. Inspiring businesses to adopt the Natural Capital Protocol
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Before kicking-off the training, introduce that this training is being given as part of the We Value Nature
Campaign and explain what it is, its purpose, objectives and partners involved:

The We Value Nature Campaign is a €2 million EU-funded campaign supporting businesses and the
natural capital community across Europe with the aim of making valuing nature the new normal for
business. As we will have a chance to explore during today’s training, by valuing nature, businesses
can make smarter decisions that benefit themselves, society and the planet as a whole.

The campaign is coordinated by the Institute of Chartered Accountants in England and Wales
(ICAEW), World Business Council for Sustainable Development (WBCSD), The International Union
for Conservation of Nature (IUCN) and Oppla. And it is supporting the Natural Capital Coalition, which
has recently merged with the Social & Human Capital Coalition to become now the ‘Capitals Coalition’.
The campaign will aim to increase the uptake of the natural capital approach (including: natural capital
assessment, natural capital accounting, nature-based solutions and green infrastructure) by
identifying barriers and opportunities, providing practical support to business through activities (such
as webinars, helpdesk calls, etc.) and training such as this one, as well as by inspiring businesses to
adopt the NCP.

Take this opportunity to also thank the different stakeholders that supported the training.



Objectives

At the end of the training, you will be able to:

» Demonstrate an understanding of natural capital and its

linkages with business decision-making and risk management,

+» Identify natural capital impacts & dependencies as well as risks

& opportunities and relate these to your own business context,

+» Be familiar with a few key approaches and tools to integrating

natural capital into business decision-making.
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The objectives for today.

Agenda A few house rules
Time Session
09:00 Start of the training B
00:16 - 09:45 Get to know your peers K Participate
09:45 - 10:30 Introduction to natural capital +  Contribute
10:30 - 10:45 Networking break
10:45 - 11:30 Game % Listen
11:30 - 12:30 Exploring practical approaches H*  Take note
12:30-13:30 Lunch
13:30 - 15:00 Presentation of case studies % Respect
15:00-15:15 Networking break
15:15 - 16:15 Natural capital put into practice ¢ Have fun!
16:15—17:00 Lessons learned & wrap up
17:00 End of training
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Run through the agenda for the day, as well as security information (emergency exits etc...) and
“house rules” re common courtesy, what is expected of participants during the training.

How to use Mentimeter

Go to www.menti.com

Enter this code: 25 90 49

Submit your answer
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Introduce participants to mentimeter, invite them to follow instructions on slide now to have
everything set up and ready. Explain that it will be used several times throughout the session.

How much do you know about natural capital?

o | lunderstand the concept of natural capital

el 8

=] 2

g s
35 | lunderstand my business’ environmental-related g
> | risks & opportunities )
D c

c o

o X =

5 | know examples of actlon(s) | can take to (further) 0

integrate natural capital into decision-making
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Using mentimeter, get the participants to rate their knowledge of natural capital, explaining that it
will help us and them understand how the training has helped.

Introductions

Pick an image and answer the following questions:

Question 1:
What does nature represent to you in your private life?
Question 2:
-

In what ways do you feel the image relates to your business? Q

10 NENLE
On a table, a variety of pictures illustrating nature in different ways are placed (e.g. bee, forests,
mental health, etc.).
Each participant is invited to pick 1-2 picture(s) and discuss the questions at their table. Participants
can for example, pick a different picture for each question.
Before doing this ice-breaker, we recommend doing a round of table for each participant to introduce
themselves (name, role and company) and mention what their expectations for the training are (these
can then be written on a flipchart). You may wish to manage expectations at this point depending on
what comes out from the audience.
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After showing video, open the floor to anyone that wishes to share something
Potential questions that can be asked to participants:

- Has anyone of you seen this video before? (Show of hands)

- What did you think of the video?

- What feelings or perceptions were perhaps triggered when viewing the video?

Direct them to where they can find the video: https://www.youtube.com/watch?v=UXZhlJyuw8A. The
video was produces by WBCSD with the help of many of its members and with the aim to raise
awareness among businesses on the importance to apply natural capital thinking into business.

Hypothetical example

Hypothetical example

1. What could be your impacts on nature
(+or-)?
2. What could be your dependencies on

nature (i.e what natural resources you

depend on to run your business)?
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Give participants 5’ to reflect on both questions at their respective table and then offer each table to
very briefly explain to the room what ideas came out. Depending on how you have framed your
training, you may wish to allow more time for this.

Potential answers:

Impacts: water use, soil degradation through overuse, (but also health: preventing too much rainwater
runoff etc...), absorbing carbon, biodiversity (loss because of monoculture, or helping through
providing habitats), use of fertilizer

Dependencies: water, fertile soil, appropriate temperature and climate, natural flood defenses,
pollination.


https://www.youtube.com/watch?v=UXZhlJyuw8A

Elements to be considered:
What stages of the value chain are we considering (just the farm itself, or the fertilizer and the seeds,
the transport, the shops, end-use efc...), where is farm based, is it organic or mass production?

Defining natural capital

Referto p. 5 of
your workbook &
p.12 of the
Natural Capital
Protocol (NCP),

Natural Capital Definition

Natural capital is the stock of renewable and non-renewable natural
resources, (e.g. plants, animals, air water, soils, minerals) that combine to yield a
flow of “services” to people. In turn, these flows provide value to business and
society.

. sTOCKS FLOWS VALUE
\ Natural cagital Ecasystem and Banefits to business
abiotic tervices and to society

Source: Natural Capital Pratocal
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We have started thinking about natural resources an agricultural producer relies and impacts on but
what do we mean when we talk about natural capital?

Well in fact, everything you have discussed through the previous example is natural capital is some
form or another. Whether it is the assets/resources it represents (such as water and soil you have
identified as needed for the farm) or the services it brings.

From climate adaptation to ecosystem services, the environmental jargon is everywhere. What is
important, is not to remember all the terminology used, but rather that these are all connected to the
value of nature and that people have different entry points and priorities and will use one or another
terminology based on that. But fundamentally, we are all speaking about the same things, just in
different ways.

This is the definition according to the Natural Capital Protocol. Refer to p. 12 of Natural Capital
Protocol.

The stocks refer to the natural resources available to us while the flows refer to the different benefits
people receive from ecosystems such as:

- timber,

- fiber,

- pollination,

- water regulation,

- climate regulation,

- recreation,

- etc.

Abiotic services are benefits to people that do not depend on ecological processes but arise from
fundamental geological processes e.g. — supply of minerals, metals and oil and gas, as well as
geothermal heat, wind, tides, etc.

In the Protocol biodiversity (part of stocks) is considered to be critical to the health and also the stability
of natural capital in so much that it provides resilience to shocks like:
6



- Floods
- Droughts
As well as supports fundamental processes such as:
- carbon and water cycles
- soil formation
ADDITIONAL BACKGROUND:
Ecosystem services — key distinction between:

Supporting services: fundamental ecological processes that support the delivery of our ecosystem
services

Regulating services: indirect benefits from nature generated through regulation of ecosystem
processes e.g. — mitigation of climate change through carbon sequestration, water filtration by
wetlands, erosion control and protection from storms



Why should business care?

Why should business care about natural capital?

Financial performance is irrelevant on a dead planet

“Yes, the planet got destroyed.
But for a beautiful moment in time we created

- a lot of value for shareholders. WE VALUE
NATURE

Why should business care about natural capital?

Financial performance is irrelevant on a dead planet

“Biodiversity and nature’s contributions to people are
our common heritage and humanity’s most important
life-supporting ‘safety net’ But our safety net is
stretched almost to breaking point.”

Prof. Sandra Diaz (Argentina), IPBES Global Assessment

WE VALUE
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Business as usual is no longer possible.
Our ‘take-make-dispose’ way of consuming is no longer possible.
By destroying our natural world and its resources, we are destroying the critical foundations of our

own survival.
We are going to see how business is part of the problem but also part of the solution.



Stats all from IPBES media release re global assessment;

The global risk landscape continues to shift
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Complete shift of risks from 10 years ago.

This shows that 3 of the top 5 global risks (in terms of likelihood) are environmental and 3 of the top

5 global risks (in terms of impact) are also environmental.

Companies will increasingly be facing natural capital-related risks. More than ever, they are having to

better understand, manage and mitigate their natural capital impacts and dependencies.

WEF’s Global Risks Report 2019 is published against a backdrop of worrying geopolitical and geo-

economic tensions.

— -
Negative impacts on nature cost the ‘
economy world-wide around $4.7 trillion a

year.

Wildfire in California causes insurance

company to go under

Low Rhine forces BASF to limit productionat 1 *** " »

German plant Soil Erosion Washes Away $8
Billion Annually
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The World's Blodlver5|ty Collapse Is a Business
Y Issue

Climate change will wipe .stn off

glObal flnaHCIal assets: StUdy ’ Freeport-McMoRan agrees to pay USD 100 million to
restore damaged coasts in Louisiana, the US
Losses could soar to $24tn and wreck the global economy in worst
first

ﬂse— L 4 Hurricane Dorian to cost retailers $1.5
bl mindie billion GrainCorp shares fall as company warns of full-
Bad air makes vou ba bad at your '|ob year loss B B

health,

amount of

Agriculture group has been hit by drought in eastern Australia

Real life examples:

California fires: Last summer, California faced the deadliest and most destructive wildfire
season ever recorded. The same year, a heat wave baked the entire Northern Hemisphere,
killing dozens from Quebec to Japan.
BASF: In 2018, BASF had to stop production of a component of polyurethanes at its main
plant in Germany because low water levels in the Rhine river are impeding its ability to
transport raw materials to the site.


https://www.ipbes.net/news/Media-Release-Global-Assessment
https://www.weforum.org/reports/the-global-risks-report-2019
https://www.apnews.com/28755ad9694c4248b4e0c8fec6605b62

Pitch for nature: ‘negative impacts on nature cost the economy world-wide around $4.7 trillion
ayear.’

Climate change will wipe $2.5tn off: according to estimates from economic modelling, clamate
change could cut the value of the world’ financial assets by $2.5tn. The research also showed
the financial sense in taking action to keep climate change under the 2C danger limit agreed
by the world’s nations. In this scenario, the value of financial assets would fall by $315bn less,
even when the costs of cutting emissions are included.

Soil_erosion: A new_study estimates $8 billion in global economic losses caused by soll
erosion reducing crop yields and increasing water usage. On average, 24% of arable land
globally is undergoing severe erosion, with a severely detrimental effect on global food
production.

Australia’s sheep farmers in crisis due to severe drought that has caused the sheep population
to plummet, leaving some farmers doubtful if the industry can survive at all.

GrainCorp shares fall: after group warned it was likely to post a loss due to battling severe
drought in Australia. GrainCorp’s stocks fell 10% on the news, leveling out at a 7% fall later in
the day. It expected disruption to grain production due to drought.

Hurricane Dorian costs retailers 1.5billion dollars: Foot traffic at apparel stores is expected to
fall 25%, while visits to outlet centers will decline 32%. Restaurant traffic is expected to
decrease 14%, threatening the typical labor day boost retailers in the region normally see at
this time of year. The storm also affected ports on the Carolinas coast when many retailers
are expecting to get their shipments for Christmas season around this time, disrupting supply
chains.

Biodiversity loss is a business issue: speaking at the Forbes Global Sustainability Forum,
executive secretary of UNCBD said so because destruction is driven by business, whilst the
consequences will also have significant impacts on business

Bad air: researchers at the national university of Singapore studied pollution levels and worker
output at two textile factories in China and found that having to work in poor air conditions
leads to a decrease in productivity over time

Freeport-McMoRan: mining company agrees to pay USD 100million to Louisiana communities
in response to the damage it has caused to the coast through drilling for oil. Freeport is one
of 98 companies that have been sued in 46 lawsuits over the disappearing Louisiana coastline.
The agreement is likely to light the way for future litigation and settlements with industry big
players such as Shell, Exxon, Chevron etc...

ADDITIONAL BACKGROUND:

Climate-related disasters have cost the world $650 billion over the last three years, and NA is
shouldering most of the burden, according to a report from Morgan Stanley. 14 weather and climate
disasters cost the nation $91 billion in 2018, Earth's fourth hottest year on record. A warmer planet
could mean a big hit to G.D.P. in the coming decades.

IPCC report:

= Consequences of 1°C of global warming through extreme weather, rising sea levels
and diminishing Arctic sea ice

10


https://pitchfornature.org/
https://www.theguardian.com/environment/2016/apr/04/climate-change-will-blow-a-25tn-hole-in-global-financial-assets-study-warn
https://www.forbes.com/sites/linhanhcat/2019/05/21/soil-erosion-washes-away-8-billion/#25f56dca5b6c
https://www.sciencedirect.com/science/article/pii/S0264837718319343
https://www.ft.com/video/87defc86-8c45-478b-a9c1-2b3b21e1ad6f
https://www.ft.com/content/836e9e4a-b4bc-11e9-8cb2-799a3a8cf37b
https://www.cnbc.com/2019/09/04/hurricane-dorian-to-cost-retailers-1point5-billion-threaten-back-to-school-sales.html
https://fortune.com/2019/09/05/the-worlds-biodiversity-collapse-is-a-business-issue/
https://www.fastcompany.com/90288343/bad-air-makes-you-bad-at-your-job
https://www.nytimes.com/2019/09/26/us/louisiana-freeport-mcmoran-deal.html?emc=rss&partner=rss

= |f the global temp. heats up by 1.5°C , Central and Eastern North America (Toronto,
Ottawa and Montreal) will see highest levels of warming of extreme hot days.

= Grasslands and wetlands that spread across Alberta, Saskatchewan and Manitoba
down into the U.S. are breeding grounds for 50-80 percent of waterfowl in NA. Loss of
biodiversity if the planet heats up by 2°C.

= Heavy taxes or prices on carbon dioxide emissions —as high as $27,000 per ton by
2100 — would be required. Almost politically impossible move in the U.S., world’s
largest economy and second-largest greenhouse gas emitter behind China.

= By 2050, use of coal as an electricity source would’ve to drop from nearly 40 percent
today to 1-7 percent. Renewable energy such as wind and solar, which make up about
20 percent of the electricity mix today, would have to increase

Business depends on & impacts natural capital

& p.12 of the
NCP

NATURAL CAPITAL

IMPACTS/
DEPENDENCIES

COsSTS/ COSTS/
BENEFITS BENEFITS
BUSINESS SOCIETY
RISKS/
OPPORTUNITIES
1. All businesses o 2. This relationship delivers costs 3. Thesein turn lead to
impactand depend and benefits back to risks and opportunities
upon natural capital. themselves and to society. to the business
19 J Nirlre

What the examples (from the previous slide) show, is that natural, social and economic issues are
fundamentally interconnected and cannot be separated from one another. It also illustrates how
natural capital underpins all the other capitals and without it we would not have social and human or
financial capital.

1. All businesses impact and depend upon natural capital.
2. This relationship delivers costs and benefits back to themselves and to society.
3. These in turn lead to risks and risks and opportunities to the business

11
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Risks & Opportunities for business |

Financial
Risk
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20. In years gone by, sustainability issues have sometimes taken business by surprise and companies
have paid the cost. Companies are increasingly being impacted by the changing risk landscape
discussed earlier.
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Operational risk — Vale damn collapse

Reputation risk — increased public & consumer awareness of environmental and social damages +
consumers are increasingly demanding assurance that the products they buy are produced in way
that protect our environment and respect human rights —link with SOCIETAL risks — health impacts
on local communities, social license to operate

Legal risk — giant Texas oil company, Anadarko Petroleum, has agreed to pay $5.1 billion for a vast
environmental cleanup - aimed at restoring thousands of sites polluted by toxins and compensating
thousands of people with personal injury claims.

Financial risk — Underlying all of these risks & opportunities are financial ones! As we have seen,
these risks imply important financial costs. Canadian gold mining company, Infinito Gold, lost over
50% of its share value as a result of the withdrawal of a mining concession in Costa Rica due to
concerns about the potential impacts on agriculture, endangered species and forests. This led to a
reference in the audit accounts to material uncertainties regarding the company’s ability to continue
as a going concern

Source: KPMG, Flora and Fauna International, Acca, Is natural capital a material issue? (2012)

Biodiversity loss risk: Biodiversity loss comes at the nexus of many other business risks. E.g.
through decreasing food security (which itself has economic ramifications), or increasing the likelihood
of coastal flooding. Biodiversity loss can be felt through physical risks (increased cost of resources,
disruption of operations due to natural disasters unmitigated by appropriate ecosystems), associated
regulatory and legal risk, market risk from changing consumer preference as consumers become
more aware & discerning RE biodiversity, and supply chain risks. Examples:

o “Deforestation in the Agno River basin in the Philippines has led to such extensive river and
reservoir siltation that the 100-megawatt Binga hydroelectric facility can only operate
intermittently”,

12


https://www.nytimes.com/2014/04/04/business/energy-environment/anadarko-petroleum-to-pay-5-1-billion-to-settle-pollution-case.html
http://www.kpmg.com/AU/en/IssuesAndInsights/ArticlesPublications/Documents/is-natural-capital-a-material-issue.pdf
https://www.pwc.co.uk/assets/pdf/wef-biodiversity-and-business-risk.pdf

e Studies have shown that the total economic impact of Hurricane Katrina (approximately
US$150 billion), was significantly higher than would have been the case if costal wetlands in
the region had been preserved,

e In 2008, the Norwegian Pension Fund withdrew its £500 million stake in the mining giant Rio
Tinto and excluded the company from its funds. The decision to withdraw was based on the
activities of Rio Tinto’s mining operations in Indonesia.

But good news is that, where there is risk, there is opportunity to:
« Secure natural resources
» Save costs
* Manage future risks
* Engage stakeholders

Operational opportunity — EDF rainwater harvesting to manage water scarcity risks leading to
reduction in water consumption, economical & energy savings

Reputation opportunity — IKEA to use only renewable and recycled materials by 2030

Legal opportunity — Union Carbide Corporation, subsidiary of The Dow Chemical Company: Seadrift,
TX Wetlands for Wastewater Treatment Project description: 110-acre engineered wetland in lieu of
an industrial wastewater treatment plant In 1995, the Seadrift water treatment facility was seeking a
solution to consistently meet regulatory requirements for water discharge. An innovative Gl solution
consisting of a constructed wetland was installed and has been successfully operating upon startup
and for the last 15 years.

Financial opportunity — But when these risks are taken into account, we saw how it can also lead to
reduced financial costs, or improve access to finance. Companies like those you can see here have
managed to secure substantial billion dollar loan facilities where the interest rate of repayments is
linked to ESG performance (such as Danone). That is to say if the company has strong environmental
and social performance they pay back less on the loan.

What are the risks & opportunities for your business? b

your workbook p.
7 and refer to pp.
47-48 of the NCP,

Individually reflect in what ways
do you think your own company
impacts and depends on nature

m)  Write down 3 risks & 3
opportunities you think your
company could be facing in the
next 10 years

WE VALUE
21 j NATURE
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https://www.wbcsd.org/Programs/Food-Land-Water/Water/Circular-water-management/Resources/Case-studies/Rainwater-harvesting-for-water-reduction
https://www.reuters.com/article/us-ikea-sustainability/ikea-to-use-only-renewable-and-recycled-materials-by-2030-idUSKCN1J31CD
https://www.naturalinfrastructureforbusiness.org/wp-content/uploads/2015/11/DowUCC_NI4BizCaseStudy_ConstructedWetlands.pdf

Give participants 5’ to reflect individually on both questions (again, depending on the time you have,
you may want to spend more time on this). Highlight that workbook should be used, and draw
participants” attention to the tables of impacts and dependencies (refer to workbook) they can use to
help them.

Highlight that business impacts and dependencies are closely linked. For example, a company may
depend on water, while the quality of its water management practices will affect the scale of impacts
generated through its use of water.

] (]

What opportunities have you identified for your

What risks have you identified for your business?
business?

2 § NRORE 23 R
You can use mentimeter or another polling website to share the results of the previous exercise with
the room, reflecting on the results as they appear on the screen. Highlight the different types and
nature of risks, and any commonalities that appear.

14



Why assess your impacts & dependencies? The business case...

Many natural capital risks and opportunities are becoming increasingly visible,
and business needs a way to understand and manage these.

Understand Create
in a structured way that are really
Challenge your important to your business
Mitigate Access to
Increased
24 WE VALUE
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2020 and a New Deal for Nature and People

2020 is gearingup to a

7~
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SV V@Rt Convention on _
2 Biological Diversity

% ﬁ COP15 | 19-31 Oct | Kunming, China

éA& "Ecological Civilisation — building a shared future for all life on Earth™
| CAPITALS
- COALITION

COP21-CMPIN

PARIS 2015

H CLWATE CHANGE DONFERENCE
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Strong call for a global agenda for action on nature and biodiversity; 2020 “super year” for nature.
There are several crucial political decision milestones in 2020, providing key opportunities to address
the frightening loss of nature. Protecting wildlife and reversing the decline of nature requires urgent
global action.

ATTENTION!! Don’t assume that everyone will know these initiatives so also make sure to
explain these and why business should care about them / keep an eye out.

While the IPBES Global assessment report warns that nature is declining globally at rates
unprecedented in human history, it also tells us that it is not too late to make a difference, but only if
we start now at every level from local to global, and through transformative change, that is, system-
wide reorganization across technological, economic and social factors, including paradigms, goals
and values.

2020 as a crucial year for securing international agreements for a New Deal for Nature and People,
through a commitment by heads of state at the 75th United Nations General Assembly. World leaders
are also expected to review the progress made on the UN Sustainable Development Goals, the Paris

15



Agreement and, crucially, negotiate new 10-year targets for the UN Convention on Biological Diversity

(CBD).

Many of companies’ SDGs targets coming to an end in 2020

Paris Agreement on Climate is due to begin.

15th CDB COP meeting in Beijing in 2020 - This is a very important conference, as targets for
nature for the decade 2020 to 2030 are to be agreed.

Unified business voice through Business for Nature coalition: it will champion radical
collaboration to unite the vast network of business initiatives for nature in a somewhat similar
way to the We Mean Business coalition did/does for climate. It will complement and drive
business momentum for the Nature Action Agenda. A diverse, and powerful group of
stakeholders including WBCSD, We Mean Business, the Consumer Goods Forum, the World
Economic Forum, the Natural Capital Coalition and WWF have come together to initiate this
coalition. (WBCSD leading business solutions)

(x)

Where would you place your company? -

© Natural capital

Risk

Opportunity

WE VALUE
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Use mentimeter or another polling website to ask participants where they think their company stands
on viewing natural capital as an opportunity or a risk.

Briefly reflect on the results as they appear and highlight any commonalities.

16



Risk game

Scenario

Game time!

2 You are part of the management team of “Pro P&P", a
___ pulp and paper company operating in South America. Recently, the
8 issues of climate change and deforestation have increasingly been
in the spotlight and one of your competitors has even been
impacted by floods in one of its operational plants in Brazil.

“Pro P&P" company

You are part of the senior management team
of “Pro P&P", a pulp & paper company,

based in South America. Pro P&P's overall objective is to be a recognized brand in the

industry that takes into account customers’ increasing request
i . ) for responsible brands and products
1. Identify your key environmental risks
&: Your CEO has asked you to re-assess the company’s
environmental risks and put into place appropriate risk mitigation
Sourc a-cora: measures. How will these mitigation measures fare when certain
1282018.06.0 un-srcermert-a-<orvare-anarectr de-
Una-faneca-china-esic-2s-lo-que-hanias 855364 i Y events _occur? . :
Every team starts with a share price of §10) The aim is to have the highest share price at the end of the game,
depending on how effective your mitigation measures were.

2. Implement appropriate risk responses

WE VALUE 29 § Ve vawE
NATURE
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Spin the wheel to land on a risk
event. Participants should follow
the fuller instructions on the
relevant card which will be on their
table. Do this until either all 8 risk
events have been selected, or until
5 or 6 have been selected (if
playing a shorter version of the
game). Make sure participants are
tracking their share price on the
supplied graph.

'WE VALUE
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Write down
your answers

on p. 15 of your
workbook

Debrief discussion

+ What did your team do well? What were some challenges?

« What did you learn from this activity about natural capital risk and how it
can be managed more effectively?

« What are your key takeaways from the activity?

« How does your company manage its environmental risks?

31 WE VALUE
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At the end of the game, leave 15’ for participants to reflect as a group on some key challenges,
barriers and solutions that came up and have them think about how some of these may relate to their
own business context. Encourage participants to use the provided space in their workbooks.

17



Where are we in our learning objectives?

So far, we have:

v Demonstrated an understanding of natural capital and its linkages

with business decision-making and risk management,

v Identified natural capital impacts & dependencies as well as risks &

opportunities and related these to your respective business context,

+»+ Familiarized ourselves with a few

integrating natural
'WE VALUE
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Briefly summarise what participants have learnt so far, and highlight what’s next.

Overview of tools & approaches

WE VALUE
NATURE

|
)
)

An overview of
tools & approaches

34

Re-connect to game and how through this, they have already thought of some tools and methods
they could implement and perhaps even realized that some of these, they are already applying in their
own company.

Before kicking off this next session, give space for 1 person from each table to share some of the key
barriers, challenges & solutions that came out from game.

18



What is the Natural Capital Protocol & how does it work?

. ) p-16 in the
The Natural Capital Protocolis a workbook

’ standardized framework for business

to identify, measure and value its direct

L and indirect impacts and dependencies

PROTOCOL

on natural capital

Interpret Take action

« and test
state the results
J

dependencies of natura
capital

WE VALUE
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The Natural Capital Coalition is a collaborative space to harmonize approaches to natural capital
The network represents over 300 organizations across all parts of society and around the world
Purpose: To mainstream the inclusion of natural capital in decision making, harmonizing
approaches and getting them to scale, quickly
The Protocol aims to support better decisions by taking into account how business interacts with
natural capital in decision making. Until now, natural capital has for the most part and still is, being
excluded from decisions.
So it is to be understood as a Framework that was really designed to help generate trusted, credible
and actionable information that business managers need to inform decisions by identifying,
measuring and valuing impacts and dependencies on natural capital.
The Protocol builds upon many approaches already used within business.
It acts as an overarching globally accepted framework to build and expand this information into
robust natural capital assessments.
STRUCTURE of the Protocol:
4 overarching stages of frame (why), scope (what), measure and value (how) and apply (so what)
and 09 logical steps. It should be easy to follow and should be suitable for any business across any
sector or geography.
The stages and steps are iterative so expect that you may need to revisit a previous step.
Important to note that the NCP as an overarching framework, won’t give you actual results
and need to therefore use the Nat Cap toolkit to get tools.
Highlight that while we will briefly cover tools and approaches for stages of ‘Measure & Value’ — the
aim of the training will mainly focus on first two stages of the Protocol and that going into
measurement and valuation technical details, requires a separate training.

: be sure to frame the NCP as an overarching, globally accepted framework, and
also highlight that it does not provide specific tools with which to carry out an assessment — for that
you need something like the NCP toolkit.
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Linkages with social & human capital Refer to p.17

in the
workbook

Business depends on
e

Steck of renewable and non- Metworks together with shared
renewable natural resources, norms, values and
(e.g. plants, animals, air water, understanding that facilitate
soils, minerals) that combine to | cooperation within and among
yield a flow of benefits o groups.
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Draw attention to the fact that natural capital exists alongside human and social capital, which can
also be measured and valued (for which the Social and Human Capital Coalition exists as a
complement to the Natural Capital Coalition).

Business application NCP: p. 20
Workbook: p.

1718

Natural capital can be used in plenty of ways. You need to
decide what information you need and how it will be used.

Potential Business Applications
Assess risks and opportunities

Compare options
Assess impacts on stakeholders
Estimate total value and/or net impact

Communicate internally or externally

WE VALUE
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37. A natural capital assessment provides information. Whilst this can be valuable in its own right,
and it's okay to carry out an assessment just for fact-finding, this means there are also numerous
ways to use this information for further purposes.

The NCP focuses on using natural capital for decision-making, measurement and valuation, but it
can also be used for disclosure and communication, or to help formulate strategy.

The best way for your company to use natural capital information is highly individual — think back to
the challenges and risks you identified earlier in the training and consider how exactly how more
information could help you meet these challenges.
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Business Example —  Assess risks and opportunities Q

International Paper (IP) is one of the world’s leading producers of fiber-based packaging, pulp and
paper.
What was assessed: cost and value of water to the company,

cost and value of water to the community and other local users,
and IP's economic value-add per unit of water used.

How this was used: To help shape the approach to water
risk management and stewardship efforts.

IP will design a plan for integrating water value into our
operational models in order to internalize key “externalities”
related to our water intake and discharge. This could involve
* anew governance structure
+ anew strategic framework

lNTElNATIONAL@PAPEH
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Source. Highlight that this is a business example which focuses on the application of “assessing risks
and opportunities”.

International Paper (IP) is one of the world’s leading producers of fiber-based packaging, pulp and
paper.

They conducted an assessment of its water use, looking at the costs and value of water to both the
company and to the community and other uses of the water, therefore looking at both the impacts
and dependencies and also considering not just the impact on the company but on society too. Finally,
they assessed the company’s value-add per unit of water used. This information was then used to
shape IP’s approach to water risk management and their stewardship efforts. Going forward, 1P will
design a plan for integrating water value into their operational models to internalize externalities.

Y Compare options
Business example — i
Communicate internally or externally

A J

Interholco (IHC) specializes in forest management and wood production and is one of the largest
producers of African tropical hardwood

What was assessed: a comparison of the effects of
sustainable forest management vs pristine conservation and
palm oil.

How this was used: Results were communicated with
internal and external stakeholders

+ Sustainable forest management by IHC allowed the
preservation of integrity of forest and associated values
(provision of economic and social benefits)

Going forward: The assessment will guide future

monitoring indicators to be integrated into business

decision-making. m

WE VALUE
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Source. Interholco (IHC) specializes in forest management and wood production and is one of the
largest producers of African tropical hardwood

IHC undertook a study comparing the effects on the forest of undertaking sustainable forest
management in the Congo basin vs pristine conservation and palm oil production.

They found that SFM provided more economic value and comparable natural value as conservation.
Palm oil theoretically provides 700x economic value than conservation and 40x more than SFM, but
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this is outweighed by significant co2 emissions associated with deforestation for palm oil and
irreversible loss of ecosystem (showing benefit of taking NC approach).

Going forward: the assessment will be used to provide insight on impacts and dependencies, and
guide future monitoring indicators to be integrated into business decision making. IHC may in future
undertake specific NC assessment for new business development scenarios.

i\o Si A New Vision
of Value

ECOSYSTEM SERVICES
3. DREDGING
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We can see from this slide, the wealth of intellectual content, tools and approaches that already exist
in the natural capital field.

This certainly highlights the need for standardization, and a process into which all of these existing
resources can input. As we have seen, the Natural Capital Protocol does NOT aim to recreate or
invent any new methodologies — instead leverages what we already have.
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Group exercise: exploring tools and resources

In pairs:

Natural Capital Toolkit v
1. Goto The Natural Capital Toolkit on the
SHIFT platform: https://shift.tools/nct SHIFT . :
2. Imagine that you work for a mining 3. Using the toolkit, determine

company. Your senior management team which tool(s) could help you
has asked you to explore ways to conduct ~ conduct such an assessment.

a company-wide assessment on its use of
water.

41
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41. Now, we thought what better way to have you familiarize yourself with these tools by doing an
exercise that will have you explore some of them.

For this exercise, you will need your laptops. You'll be using SHIFT, which is an extensive

repository of tools and resources on how to undertake a natural capital assessment and valuation.
Because it's so huge, we've picked the natural capital toolkit to help narrow your search a bit. This
was developed by the natural capital coalition and WBCSD.
: This is a nice exercise to have them realize that there are many tools available
and that the one they will choose will depend on many aspects.

Debrief discussion

P19 in the

workbook

» What tool(s) have you chosen?
+ What are the advantages and disadvantages of the chosen tool?
« Whatkind of information did you look for when navigating on the Natural Capital

Toolkit?

* What factors did you consider to help make the choice of the tool?

+ In what way(s) could the Natural Capital Toolkit and SHIFT be helpful to you?

= Whatdid you learn from this activity?

42
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Conclusion of this exercise is
that:
- There are no perfect

answers!
- The choice of tool will
depend on various factors:

- What is the objective / what
are you trying to achieve? /
What decision are you trying
to inform? — Is it to inform
business strategy? Business
management? Or operating
decision?

- What is the scope? Are you looking at product, corporate level?

- What perspective are you looking at? Business? Societal? Both?

- How much resources do you have available to conduct the assessment?

- How much information / data do you already have?
- Will you need external help?
- Etc.
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Case studies
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NATURE

Presentation of
case studies

3 speakers from 3 different companies will be invited to the training to share their experience in
integrating natural capital into their business decision-making processes.

Speakers will be encouraged to share:

Their experience
The solutions put in place

Challenges/barriers faced, how these were overcome and what would they do differently
looking back

Collaboration with stakeholders involved in the process — who was key in supporting the
solution, making it happen and perhaps also discussion around communications, how do you
have to communicate differently e.g. if trying to convince risk management vs

Encourage case studies speakers to also discuss how they would have done things differently.

Case studies

Pay particular attention to the following while listening to the presentations:
= The situation, the challenge

» Approach / tool(s) used

« Barriers / challenges + how these were overcome

» How natural capital supported decision-making

« Key stakeholders / enablers involved

= Commonalities between the three case studies /

« Any other reflections or questions for the speakers

WE VALUE
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Urge participants to pay particular attention to the points on the slide, and to take note of these things
in the dedicated space in their workbook.
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Natural capital put into practice

Assessments: Measure & Value Seop.

27 inthe
Workbook

To measure # to value

+ To measure: determine the amounts, extent and condition in physical
terms, e.g. m3, tons, number of injuries, number of jobs

+ To value: estimate the relative importance, worth, or usefulness of natural
/ social / human capital to people (or to a business), in a particular context.

Can be qualitative, quantitative and monetary — gmma l S i

» Costs and benefits to the business, and to society

50 § Wt
There are different ways of valuing — could be qualitative, quantitative and monetary
Important to note that monetary values without any context (i.e. accompanying quantification) are less
meaningful!
The method you chose depends on which natural capital impact drivers or dependencies you wish to
assess, the chosen value perspective (e.g. business, societal, or both), the ultimate objective of your
assessment, and the time and resources available.
Monetary valuation: some find it difficult to accept or interpret monetary valuation of certain benefits
(e.g. spiritual values). In such situations, special efforts may be required to explain the advantages
and also to acknowledge the limitations of monetary valuation.

Advocates of natural capital are sometimes accused of ‘putting a price on nature’ or ‘pricing the
priceless’, but in fact our core assertion is that prices have failed to reflect the true value of the
natural world, and that the economic systems that we are using are broken.

We use the common definitions of price and value: Where price is ‘the quantity of one thing that is
exchanged or demanded in barter or sale for another/the amount of money given or set as
consideration for the sale of a specified thing’ and value as ‘The regard that something is held to
deserve; the importance, worth, or usefulness of something i.e. “your support is of great value”. If
something is not for sale, we do not describe it as having a ‘price’, but we may nevertheless recognise
the value that it holds, and make decisions on this basis.
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Companies are Experimenting & Sharing

G sown

51 § e
ATTENTION - Should talk through at least one of these with some information as to the use of
the data and what it has helped the company to achieve!
Can ask after explaining this slide, what are participants’ corporate culture when it comes to this?
What would their senior management team prefer?
SCA/eftec: produced a natural capital balance sheet showing value to business, value to society,
total value, and how much of this is reported in financial accounts. Total assets in the financial

accounts reported as 3250mn euros, whilst total natural capital assets value at much larger 12,369mn
euros.

Use: as internal risk management tool, in internal & external communications and in
government/regulatory relations. Production required an element of learning as SCA was a first-mover
in this space.

Solvay: extra-financial statements which show economic, environmental and social indicators in
similar form to a standard financial statement, with different units of measurement (i.e. not all
monetary).

LafargeHolcim: Integrated profit & loss statement, an estimation of total value LH provides for
society. Considers socio-economic and environmental factors alongside financial. The statement is
the result of cross-functional collaboration. Use: in LT strategy to help LH building value for
shareholders, people and planet. To help shape the mindset of decision makers in LH and enhance
decision making process by looking at things from the bottom-up.

Argos: (will be explained by Cristina)

BASE: Value to society approach, considers impact categories along the entire supply chain and
provides an absolute value of contribution in monetary terms. Can compare results between years
since 2013. This approach in particular allows comparison between financial and non-financial
impacts and maps impacts along different stages of the value chain, as well as providing a better
understanding of interdependencies between economic, social and environmental issues.

Phillips: EP&L providing an environmental footprint for the whole value chain in monetary terms, using
LCA methodology. However only looks at hidden environmental costs to society, not benefits.

Kering: EP&L has been producing this for a number of years and their website has lots of useful
information about the process, methodology, and why an EP&L can be useful. They use their EP&L
to measure and value their impact across the entire supply chain, and this information is then used to
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https://www.kering.com/en/sustainability/environmental-profit-loss/

help support decision making, guiding its sustainability strategy, to improve its processes and help it
choose the best sourcing strategies, the best technologies etc.
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» Environmental profit & loss
statement covering the entire value
chain

* Quantification of use of natural
resources

+ Supporting decision-making
« Sustainability strategy

* Improving processes and

sourcing oo

2‘@% 2 Dok

Estimate total value and/or net impact

wwwww

Quick deep dive on Kering: you may recognize some of these icons from the pre-training fashion
game exercise we got you to complete.

Kering has been producing an EP&L for a number of years and their website has lots of useful
information about the process, methodology, and why an EP&L can be useful. There’s a link to it
under “useful resources” in your workbook so you can explore the website and the report.

They use their EP&L to measure and value their impact across the entire supply chain, and this
information is then used to help support decision making, guiding its sustainability strategy, to improve
its processes and help it choose the best sourcing strategies, the best technologies etc...

Good example of the potential business application number four — estimate total value or net/impact.
We'll return to the question of valuing later on after lunch.

See that their most significant impacts are generated in the supply chain (90%), and in particular,
from the production and processing of raw materials. Their own operations represent only 7% of the
impacts.

Accordingly, Kering shifted focus to finding innovative solutions and leveraging changes across the
supply chain, as well as avoiding high impact sources due to an increased transparency via the EP&L.

Case study here.

Guidance on applying ERM to ESG-related risks

y—y » ‘.:(.
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https://www.kering.com/en/sustainability/environmental-profit-loss/methodology/
https://www.wbcsd.org/Programs/Redefining-Value/Business-Decision-Making/Measurement-Valuation/Business-Examples/Kering-Environmental-Profit-and-Loss-EP-L-accounting.

The COSO/WBCSD Enterprise Risk Management (ERM) framework provides guidance for applying
ERM to Environmental, Social and Governance (ESG)-related risks. ESG issues, risks and
opportunities can be absorbed into risk management practices to help decision-makers make better
and more informed decisions.

Provide participants with printed copy of ERM framework OR its Executive summary!

. after showing slide, ask who of participants know if any of their company’s material
issues are taken into account in their ERM processes. Also emphasise that this is a tool that will help
them to communicate with risk management department — in a language that they will understand. +
that NCP is referenced in this guidance.

COSO: Committee of Sponsoring Organizations of the Treadway Commission (COSO)
ADDITIONAL INFORMATION:

WBCSD provides opportunities for companies to participate in individual company workshops on how
to implement the guidance, Applying Enterprise Risk Management for Environmental, Social and
Governance risks.

The workshops are founded on the COSO / WBCSD guidance designed to help organisations to
respond to the increasing prevalence and severity of ESG-related risks. There is more information in
this flyer.

The workshop objectives are:

Understand the business case for sustainable development
Understand the business case for aligning ESG and ERM

Learn how to practically apply the guidance (Enterprise Risk Management to Environmental, Social
and Governance-related Risks)

An opportunity to discuss and explore opportunities to improve integration
Dynamic Risk Assessment:

Looks at how companies can develop their risk assessment processes beyond the traditional impact
vs. likelihood to look at both the velocity and connectivity of risks.

It will help companies to understand the weak links, new opportunities and those risks that are likely
to have disastrous consequences.

Activity: Valuing Nature

Having an understanding of how valuable natural i + How do you think they arrived at
capital is to a business and its operations, helps this number?

identify its relative significance in terms of impacts, + What do you think they took into
dependencies, risks and opportunities. account or considered when

valuing water?

Kering's integrated profit and loss statement
+ How else could you value water if

identifies their costs related to water consumption as .
you didn’t use money?

€38 million.
KERING

]
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Give groups 15’ to discuss and then have one representative present in 1’ key elements that came
out for all three points — take note on flipchart.
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Potential answers:

- Cost to get water

- Amount that people are ready to pay for water

- Replacement cost

- Cost to treat water

- Potential regulatory cost of cleaning up polluted water
Potential reflections:

- Whether areas are water scarce

- What stages of value chain, geographies are considered? How far upstream/downstream of
Kering’s own operations are considered?
Kering explanation of their valuation: this figure just represents the costs associated with Kering’s
water consumption (they calculate water pollution costs differently). Kering has three steps in making
their EP&L: quantifying environmental footprint, estimating likely environmental change as a result,
valuing the change in wellbeing as a result of that. For water consumption the metrics for the above
three steps are: water consumption in m* / increasing water scarcity / malnutrition and disease.

Details on their methodology can be found here.

There are different ways of valuing — could be qualitative, quantitative or monetary

The method you chose depends on which natural capital impact drivers or dependencies you wish to
assess, the chosen value perspective (e.g. business, societal, or both), the ultimate objective of your
assessment, and the time and resources available.

Valuing natural capital

* Inthe warm-up exercise, you How Kering determines monetary value:

were already undertaking a Identify changes in the environment and the costs
qualitative assessment of the incurred by the public due to their impact

value of the_se elements of + Calculate coefficients to convert the data into

natural Capltal impacts on human wellbeing. This will consider if
impact differs between urban and rural populations,
dry and wet countries, etc...

Assess the environmental impact and its

|.< E R I N G .consequences for human wellbeing

+ Analyze the environmental costs and benefits
N & What Kering learned:

vy
0 + Calculating the monetary value of the impact helps
to broaden the discussion within Kering

* § VR
Participants may remember from the warm-up exercise, by assigning different levels of impact to
different areas of the value chain for different issues, they were already undertaking a qualitative

assessment of the value of these parts of natural capital. Here you can see extract from Kering’s
methodology note on how they determine monetary value specifically.
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Remind participants that monetary valuation is not the only option.

Where are we in our learning objectives?

So far, we have:

v Demonstrated an understanding of natural capital and its linkages

with business decision-making and risk management,

«/ |dentified natural capital impacts & dependencies as well as risks &

opportunities and related these to our respective business context,

\/ Familiarized ourselves with a few key approaches and tools to

integrating natural capital into business decision-making.

WE VALUE
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Summarise how last section has contributed to this final learning objective.

How much do you know about natural capital?

o | lunderstand the concept of natural capital
o, 3
= c
g =)
5 | lunderstand my business’ environmental-related S.
> | risks & opportunities S
|’ <
s g
Z | 1 know examples of action(s) | can take to (further)  |&
integrate natural capital into decision-making
'
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Use mentimeter or another polling website to redo the question asked at the beginning of the training,
in order to gauge how much the training has helped participants in their understanding.
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Wrap-

up

Use p.31in
your
workbook

On post-its, take note of:

« Two key learnings that were most useful to
you today,

* One concrete next step / activity you
could take to move your company forward in
its natural capital journey?

57
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Make sure to get participants to fill out the feedback form at the same time, highlighting that it's
important to help improve the quality of training in the future and also tailor We Value Nature’s offering

to business needs.

Key takeaways / Closing word

Business impacts and depends on nature — the NCP provides the
framework to identify and assess impacts and dependencies,

Understanding, measuring and valuing natural capital (i.e. taking into
account) will help business make better decisions,

There are many existing approaches to measure and value impacts and
dependencies. The one you chose depends on the information you are
aiming to get or the decision you are trying to inform,

Assessments are like snowflakes - no two are alike. The amount of
resources, time and skills needed will depend on the scope of the
assessment, what you're asking for and what data is already available,

Companies can start to conduct an assessment themselves by getting
the project going, scoping the assessment and integrating natural capital
considerations into internal processes,

For natural capital to become strategically important, buy-in must extend
beyond the sustainability team.

58

WE VALUE
NATURE

1. Business impacts and depends on nature — the NCP provides the framework to identify
and assess impacts and dependencies,
2. Understanding, measuring and valuing natural capital (i.e. taking into account) will help
business make better decisions,

3. There are many existing approaches to measure and value impacts and dependencies. The
one you chose depends on the information you are aiming to get or the decision you are trying

to inform,

4. Assessments are like snowflakes - no two are alike. The amount of resources, time and
skills needed will depend on the scope of the assessment, what you're asking for and what
data is already available,
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5. Companies can start to conduct an assessment themselves by getting the project going,
scoping the assessment and integrating natural capital considerations into internal processes,
6. For natural capital to become strategically important, buy-in must extend beyond the
sustainability team.
ADDITIONAL BACKGROUND
How much will an assessment cost?
Some of the Protocol pilot testers - like our members Nestlé and Roche - estimated they spent about
USD $50,000 on consulting services for their assessments over a six-month period. Some companies
spend less, others spend more.

Dow, Kering and Natura have invested significantly more over a longer term, for in-depth
assessments that contribute to their multi-year strategic ambitions

The Protocol can help companies navigate these kinds of situations by making sure the services
required align with the assessment's objective.

Skills & data needed:

It's usually much more efficient to build on existing data that's readily available in-house, and the
Protocol provides guidance on gathering and using that data too.

For example, many companies have data on their own GHG emissions, water, waste, and some also
have results of product Life Cycle Assessments - this existing information can provide a really good
starting point for a natural capital assessment. How applicable it is will depend on the objectives and
scope of the assessment though, so it's important to find the balance between getting perfect data
(e.g. from monitoring in the field) and using proxies that are not as accurate but can be more practical
and still lead to better decisions.

Internal buy-in:

In many cases, natural capital assessments can be a bottom-up effort. Trying to drive natural capital
assessments from sustainability, environment or health and safety departments is sometimes difficult,
but nevertheless, the Protocol provides guidance on integrating the assessment into the business
itself.

One way to facilitate engagement internally can be to show that "many companies are already doing
natural capital assessments; they're just using different terminology and steps.

To support this engagement, it is important to look beyond those benefits that can be valued through
the natural capital assessment itself, and acknowledge how a natural capital approach can motivate
organizational change in support of broader business goals." This means that there will be more
leadership from the top to better measure, value and then integrate natural capital into business.
The bottom line is that although carrying out a natural capital assessment is technical, it's also
achievable. Not every assessment has to be a huge undertaking, so companies should start off with
a scope that makes most sense to their situation. The Protocol will help you do this.

Finally, we must make sure the information obtained from the assessment is included in core business
decision-making. This will ensure you have the best possible impact on your business, and on the
environment.
https://www.wbcsd.org/Programs/Redefining-Value/Business-Decision-Making/Measurement-
Valuation/News/What-does-it-take-to-carry-out-a-natural-capital-assessment
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: make sure to remind participants that they can do it, it's not as complex as it may
seem, and that WVN are here to help and have the resources!

Upcoming opportunities

Madrid: : s
s e Business training at the
* Business training at the European Business and
7 Nature Summit
November 7th November 2019, 14:00 - 15:15 CET
Madrks
* +9 " 8 November Ivecng 3 busn
art of the European Business
In
. . . s Natural Capital - Train the
Online training Trainer
N Helpdesk calls 8th November 2019, 15:00 - 17:00 CET
Madrid
® I ;
59 WE VALUE

NATURE

Please don’t hesitate to contact Katia Bonga (bonga@wbcsd.orq) to get latest updated on upcoming
engagement opportunities.
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