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Programme — 3 workshops and other activities Responsibie Baking
during the year

12 June 26 June
Workshop 2# Workshop 3#

Reducing Mobilizing
negative and finance for
creating positive nature Collective
impacts step-by- feedback for

step exercises

29 May

Workshop 1# Optional: bilateral

feedback for
exercises

Introduction to Voluntary exercise
Nature and

Understanding
your Context
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) MINISTERO DELLAMBIENTE
'. E DELLA SICUREZZA ENERGETICA

We would like to thank the Italian Ministry of Environment and Energy Security for supporting the UN system’s
contribution to a green and inclusive recovery by harnessing the power of financial systems to support the SDG
Decade of Action, access of developing countries to sustainable finance and Multilateral Environmental Agreements.
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Housekeeping rules & other information

- Slides and the recording will be shared after the workshop
« Please mute yourself during the workshop to avoid background noise

* Question and comments highly welcome during the session! You can
o Raise your hand in Webex if you want to speak up (anytime)

o Post questions in Webex’s chat (anytime)

o Post questions on Slido.com (voting code: 999777) (anytime) — Slido is anonymous, so you
don’t even need to mention your name

unepfi.org | 4
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What are we going to talk about?

Different motivations for banks to deal with nature
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environment
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management

NGFS

Central Bonks and Supervisors
Metwork for Greening the Finoncial System

Business
opportunities

Emerging regulatory

requirements

programme initiative

Principles for
Responsible Banking

Banks are increasingly recognizing the financial
risks posed by nature degradation, such as physical
risks from climate events and transition risks from
regulatory changes.

While sectors crucial to human needs are at risk,
banks must balance risk management with
supporting transition pathways.

The interconnection of nature loss with economic
stability has led global entities to develop
frameworks for understanding and responding to
nature-related risks.

Banks vary in their approach to nature-positive
financing, influenced by regulatory environments
and market conditions.

Proactive banks are positioning themselves to
benefit from regulatory compliance and
emerging opportunities in nature-positive
investments.
unepfi.org | 5
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Help you understand Help you understand Help your bank draft a

how your bank is what steps every bank nature action plan and

affected by the nature can take to contribute to Implement ideas heard
Crisis mitigating nature loss at the workshops

unepfi.org | 6
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Introductions 15’

Overview of the Guidance 10’

Introduction to the PRB Nature Target Setting Guidance, its objectives, and its relevance to commercial banks

— Nature for Banks 20’

Understanding the role of nature in banking and the importance of biodiversity

Step 1: Understand your context, analysing your baseline 60-70’

» The Global Biodiversity Framework and how it interacts with your national policies 10’
* A closer look at the Kunming-Montreal Global Biodiversity Framework 5’

» Assessing nature-related impacts and dependencies, risks and opportunities 10’

» The TNFD LEAP approach 20’

 Case study 0-10’

» The evolving sustainable finance / ESG regulatory landscape around nature 5-10’

mmme Closing 5’

unepfi.org | 7






slido

Join at slido.com
#999777

( Start presenting to display the joining instructions on this slide.



slido

What would you like to gain from this
workshop? What are your questions?

( Start presenting to display the poll results on this slide.



slido

Please rank the following sustainability issues for your country
(starting with the most important one!)

(D Start presenting to display the poll results on this slide.



slido

Has your bank already identified the 2 key
impact areas?

(D Start presenting to display the poll results on this slide.



slido

What comes to your mind when you hear
the word "biodiversity"?

( Start presenting to display the poll results on this slide.



Introductlon to the PRB Nature Target Settlng Guﬁgﬁ.f...
objectives, and its relevance to cfca‘mmermal banks
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« Your role as financiers of economic activities places you at the forefront of influencing biodiversity
outcomes. Banks can contribute to the shift towards sustainable practices and make a significant
impact on nature-positive activities. How?

« Using the PRB guidance, we would like to help you integrate nature into your strategy, walking
through the key steps:

- Why is nature important for banks?

- What is the Kunming-Montreal Global Biodiversity Framework and why it matters for banks?
+ Assessing nature-related impact, risk, dependencies and opportunities and priority sectors.
+ ldentifying nature-related priority actions for your banks

« The target setting process step by step

* Reporting and disclosures

unepfi.org | 15
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Theory of Change for Nature

Inputs
(Why change)
Actions

(Reactions to Inputs)

Adjustment of
internal policies
and processes

Client

Local, national and engagement

international context
(alignment with the GBF and
NBSAPs, but also relevant
frameworks like High Seas
Treaty, Glasgow Forest
Declaration); business

risk and dependencies on Adjustment
nature; consumer interest . of Portfolio

composition

Advocacy &
partnerships

Practice

Outputs

(Results of Actions)

Adjusted / fit for purpose
internal policies and processes
(incl. risk, management,
business development
disclosure, governance)

Business strategy
and culture
conducive to nature
positive results

Client sees
the benefits,
opportunities, are
motivated, have
a vision and plan;
business behaviour
changes

Targeted/tailored products and ! b
services

with GBF

Activities, banks
financing the shift
from nature-negative
towards nature-
positive

Portfolio shift: increased
nature-positive exposures,
decreased nature-negative

exposures

I
(I
(I
11 Portfolio aligned
(I
11

Policy/regulatory shifts,
landscape development

Enabling
environment in place

(How sustainability issues are integrated in the bank’s strategy, business and systems)

Outcomes
(Effects of Outputs)

Critical mass
of banks
aligned with
biodiversity

goals/GBF
—

Halt and reverse
nature loss

Reduce land/
freshwater/ocean
use change (e.g.
deforestation)

Resource use/
replenishment:
promote
sustainable use and
management

Climate change:
Reduce GHG
emissions financed

Pollution/pollution
removal: reduce
pollution (air, water,
soil chemicals,
plastics, waste)

Invasive alien
species introduction/
removal: assess &
mitigate invasive
species risks for
high-risk sectors
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- Importantly, while we encourage you work on practice and impact targets, your bank can have positive impacts on
nature even if your bank is not planning to set nature targets in the near future.

y

Setting and
A implementing
Setting and Impact targets
implementing
Doing good for practice targets
nature as a
Avoiding harm bank (without
for nature as a targets)
bank (without
targets)

« If you want to set targets, you can take a progressive approach —beginning with the practice targets which are the basis

to impact targets, since nature is one of the to date more nascent impact areas with regards to available tools and

established methodologies.

- In order to manage impacts, both practice and impact targets are relevant; impact targets enable understanding whether
outcomes are changing as desired, practice targets are what make it possible to achieve the impact targets.

* For banks, whose impacts are indirect, impact targets often present a particular challenge.

* Practice targets covering the bank’s policies on nature and the total sum shifted in the portfolio away from harmful

and towards neutral or positive activity do practically improve the bank’s impacts in material and important ways, although
they do not yet constitute a full impact target. unepfi.org | 17



(S
¢ b
UN &

environment finance
programme initiative

High-level approach to PRB nature action in the context of T
the Global biodiversity framework St Bucking

Reduce negative impact
and increase positive
impact to Nature

Understand your context Integrate Nature within
analyze your current prac- bank practices

tice and performance

[PRB Impact protocol:
Target-setting—
Practice Targets]

[PRB Impact protocol:
Target-setting—
Impact Targets]

[PRB Impact Protocol:
Impact Identification
& Assessment]

Mainstream Nature within Stop the loss of areas of

Focus of today’s
workshop

Understand country needs

and National Biodiversity your organization (i.e. high biodiversity impor-
Strategies and Action Plans policy, client engagement, tance and protect and
(NBSAPs) to anticipate capacity-building etc..) restore 30% of Earth’s
evolving biodiversity- (All GBF Targets esp. 1 & 14) lands, oceans, coastal
areas and inland waters

related regulation

Mobilize Nature-related : | (GBF Target 1 to 4)

Assess nature-related T finance (incl. by leveraging

impact and dependencies climate-nature synergies) Reduce additional pres-
of your portfolio to identify and manage portfolio sures on biodiversity from
priority sectors and clients composition human activities from

(GBF Target 15 & 21) (GBF Goal D and Target 19) pollution and climate

change

Identify and prioritize (GBF Target 7 & 8)

relevant global biodiversity
targets (GBF)
Contribute to relevant national Biodiversity priorities _
unepfi.org | 18
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Let’s start with the basics Responsible Banking

Key definitions

Why nature is
important for
the economy

unepfi.org | 20



Some definitions: biodiversity vs nature

Biodiversity — the variety of life at all levels

« The variability among living organisms from all sources,
including terrestrial, marine and other aquatic ecosystems
and the ecological complexes of which they are part; this
includes diversity within species, between species and of
ecosystems.

->Convention on Biological Diversity (1992) Article 2; IPBES

Nature —underpins and sustains human quality of
life, includes ecosystems and their services

« The natural world, with an emphasis on the diversity of living
organisms (including people) and their interactions among
themselves and with their environment.

* Nature refers to all life on Earth including biodiversity and
ecosystems (structure and functioning). This comprises
forests, freshwater ecosystems such as rivers, ocean
ecosystems such as coral reefs, mangroves).

->Diaz, S et al. (2015). The IPBES Conceptual Framework — connecting
nature and people

UN

environment finance
programme initiative

Principles for
Responsible Banking

Deserts

Terrestrial

Tropical forests Ice/rock

Temperate
forests

Grasslands

Inland
wetlands

SPECIES Freshwater

ECOSYSTEMS



https://www.cbd.int/doc/legal/cbd-en.pdf
IPBES%20https:/www.ipbes.net/glossary/biodiversity
https://www.sciencedirect.com/science/article/pii/S187734351400116X
https://www.sciencedirect.com/science/article/pii/S187734351400116X

Some definitions: natural capital

Natural capital

The world’s stocks of natural assets
which include geology, soil, air, water and
all living things. It is from this Natural
Capital that humans derive a wide range
of services, often called ecosystem
services, which make human life
possible.->CBD; Natural Capital Forum

Natural capital comprises both
ecosystem assets (such as fresh water)
and natural resources (such as fossil fuel
deposits). ->UNEP

7
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Environmental Assets:

Ecosystem Assets

# Biodiversity - the stock of plants (including
trees) & animals (including fish), fungi &
bacteria (e.qg. for food, fuels, fibre & medicine,
genetic resources for developing new crops or
medicines, or as a tourism asset etc.)

# Soils for producing crops (note that the crops
themselves, i.e. the commercial seeds &
livestock, are better considered a produced
asset in this instance)

# Surface fresh waters (e.g. for drinking water,
hydropower, watering crops, washing etc.)
# The store of erganic carben (held in terrestrial

plants & soils, as well as in marine organisms)

# Landscapes (in terms of aesthetic values for
enjoyment, including tourism use)

Natural Resources

# The recoverable stock of fossil fuels (i.e. coal,
oil & gas)

# The recoverable stock of minerals (including
metals, uranium etc)

# Aggregates (including sand)

# Fossil water stores (i.e. deep underground
aquifers replenished over centuries)

# Deep ocean stores of carbon
# Land (i.e. space for activity to take place)
# Ozone layer (protective value)

# Solar energy (i.e. as a source of energy,
including plant growth)


https://www.cbd.int/business/projects/natcap.shtml
https://wedocs.unep.org/bitstream/handle/20.500.11822/9255/-Towards%20a%20global%20map%20of%20natural%20capital:%20key%20ecosystem%20assets-2014Towards%20a%20global%20map%20of%20natural%20capital-key%20ecosystem%20assets.pdf?sequence=3&amp%3BisAllowed=
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Some definitions: ecosystem services Phcpleston

Ecosystem services

Ecosystem assets have the capacity to
generate a basket of ecosystem
services, and this capacity can be
understood as a function of the extent
(quantity) and condition (quality) of the
ecosystem. ->UNEP

Ecosystem services are the range of
benefits that people obtain from
ecosystems.

They include soil formation, the provision
of food and fibre, air quality and climate
regulation, the regulation of water supply
and quality and the cultural and aesthetic
value of certain plants and species. -
>UNEPFI

Responsible Banking

‘ Other types of
Ecosystem i capital: human,
services ' manufactured
| and social capital

= Abiity to heip others

Life on earth - Biodiversity

Arrow colour: Potential for mediation Arrow width: Intensity of linkages between
by socioeconomic factors ecosystem senvices and human well-being

Low == Medium === Strong —) Weak = Medium === Strong *



https://wedocs.unep.org/bitstream/handle/20.500.11822/9255/-Towards%20a%20global%20map%20of%20natural%20capital:%20key%20ecosystem%20assets-2014Towards%20a%20global%20map%20of%20natural%20capital-key%20ecosystem%20assets.pdf?sequence=3&amp%3BisAllowed=
https://www.unepfi.org/fileadmin/documents/bloom_or_bust_report.pdf
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The biosphere upon which humanity depends, has prncpestor

been deeply reconfigured by human activities

75%

of the land area has
been significantly
altered, negatively
Impacting the well-being
of 3.2 billion people

66%

of the ocean area is
experiencing increasing
cumulative impacts only
3% of the oceans is
unaffected by human
activities

>85%

of wetland area
has been lost

90%

of land is
projected to be
significantly
altered, by 2050

1 million

species (500,000 plants
and animals and
500,000 insects) are at
risk of extinction
assuming a total of 8.1
million species (2.6
million plants and
animal and 5 million
insects)

unepfi.org | 24



UN@&

environment finance
programme initiative

The importance of nature for the economy
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« The global economy is deeply intertwined with natural resources,
relying on them for essential inputs like raw materials, energy, and =Lehlieluy
food.

-

« Asignificant portion of the world's GDP is moderately or highly

dependent on nature, highlighting the economic risks associated RODUCED bt o . T
with biodiversity loss and ecosystem degradation. CAPTAL  mmm . CAPITAL
Goaods and A —
H uman SENVICES, INCOMme PrOd 1 C'E'd

Capital mapital . .
[ 4

and labour

Provisioning, regulating and maintenance,

nonn and cultural ecosystem services and goods
mmn

pA L _ g -

Productivity Ecosystem resilience

Food, health Pollution
and coastal and waste

protection Matural resources

Land-use, and regulating ECOSYSTEMS
a:rcldl I::-; t’le services such as
! ; - water quality
b
ﬂd.‘-ﬂ Populat Funct Struct
I':'F:'J ations unction Slructure
= . . Components of .
Natural Biodiversity Natural Capital Abiatic
Capital

Source: The Economics of Biodiversity: The Dasgupta Review
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Direct drivers of change have accelerated during the past 50 T
years to levels unprecedented in human history P

INDIRECT DRIVERS

Demographic DIRECT DRIVERS

and

sociocultural Underpinning the

" Terrestrial » proximate causes
S of deterioration in
nature are the root
causes, or indirect
drivers of change,
' Marine e.g., economic
growth, population
growth, trade.

Economic
and
technological

Freshwater " """

Institutions
and

governance &0 80 100%

Bl Land/sea use change

BN Direct exploitation

B Climate change
Pollution

Bl Invasive alien species

W Others

Conflicts
and
epidemics

unepfi.org | 27
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Drivers of biodiversity loss —what economic sectors T
are responsible for these?
\\ ¥

i

g Y
R o

... Resource extraction of living and non-living materials, Mining. fishi 4 aaricult
- including freshwater, organisms, and natural ecosystems ining, Tishing, ahd agricuiture

Agriculture, forestry, urban development,

SNEMgEs I (el el 928 Use and infrastructure projects

- Power production , transportation,
- Climate change : :
, agriculture, manufacturing

Chemical, manufacturing, and waste

Pollution : !
management industries

4 ~ : ‘\

g Invasive species Shipping, pet trade, and travel industries
/

<

unepfi.org | 33



Economic values of nature’s contributions to people in Africa

WEST AFRICA

"‘:;”l:'t Mangrove coastal
M : protection:
$4500/Km?/year

_ Water purification:
“  $40,000/Km¥year

. Fishery value added:
< $4 billion/year

Carbon sequestration:
$2800/Km?/year

CENTRAL AFRICA

.@"‘- # Mangrove coastal

M protection:
" $3,500/Km?/year
Fishery value added:
$0.8 billion/year

Carbon sequestration:
$14,000/Km?/year
(average)

Timber value added:
$3,000/Km?/year

NORTH AFRICA

Africa's Biodiversity Hotspots

"*':;:"';’ 'Q“‘ e

Fishery value added:
$0.6 billion/year

Timber production:
$2,000/Km?/year

° Fishery value added:
c' £ $0.5 billion/year
Carbon sequestration:
$300/Km?/year (average)

—— EAST AFRICA AND

ADJACENT ISLANDS

SOUTHERN AFRICA

Fishery value added:
¢ $1.2 billion/year

Fishery value added:

g e
'\'_‘? ®¥ Mangrove Coastal

protection: $5,000/Km?/year

Fishery value added:
£ $1.2 billion/year

Erosion protection:
$11,000/Km?/year (average)

Carbon sequestration:
\ $12,0000/Km?/year
;' Bioprospecting:

$7,800/Km?/year

.. Carbon sequestration:
© $2,200/Km?/year

Fishery value added:
$2.5 billion/year
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Individuals, Businesses, Communities, Society and Economy as a
whole rely on the ecosystem services that nature provides — not only
provisioning services such as water, food and biomass, but also
ecosystems like mangroves, tropical forests and grasslands provide
regulating ecosystem services, that are essential for climate
mitigation and for protection against increasing climate change
impacts and building resilience.

Ecosystem services have an economic value either through the
output derived (such as fisheries) or through the protection value
(such as mangrove coastal protection).

The true value of biodiversity and nature’s contributions to human
well-being tend to be under-appreciated in decision-making
processes.

Knowing their value encourages investments for their management
and assist in assessing the trade-offs between different policy
options and also the cost and benefits of biodiversity conservation
and use policies.

Africa has opportunities to fully realize the benefits of its rich

) ) c " $0.5 billion/year & Food production: R R i ] o .
TP e ,3; $16,000/Km?/year biodiversity and to explore ways of using it in a sustainable way to
e 571 000Kmyear contribute to its economic and technological development.
Lo Tropical and ropical and - Souce: The IPBES regional assessment
by bE ’ Inland sutface subtropical subtropical dry Marine and & Deserts and [T .
*. Mangroves | 4 ¢ a::::sb?;?es Alkikig savannas and andhumid @™ & coastal rees E e report on biodiversity and ecosystem
S gmsslands 31 forests services for Africa )
unepfi.org | 35
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DRIVERS OF BIODIVERSITY CHANGE

Direct drivers [ Indirect drivers While many of the key drivers for biodiversity
loss in Africa are similar to the ones on a global
level, for the Africa sub-region additional
challenges come to play.

Subregions ECOSYSTEM TYPE

Climate change
Habitat
conversion
Pollution
Invasive alien
species
llegal wildlife
trade
Demographic
change

& & N N & A/ $ N $ N Protected areas

Major drivers of biodiversity loss in Africa
include habitat conversion for agriculture and
urbanization, unregulated development,
overharvesting, invasive species, and pollution.

Terrestrial/Inland waters

CENTRAL AFRICA

Z

Coastal/Marine

Climate change and natural hazards (droughts,
floods, hurricanes, earthquakes) exacerbate
these threats significantly in Africa.

Te ial/Inl t
EAST AFRICA errestrial/Inland waters

AND ADJACENT
ISLANDS

Coastal/Marine
Rapid economic growth and infrastructure

development (telecom, energy, transport,
extraction) cause significant deforestation, land
degradation, and pollution.

Terrestrial/Inland waters

NORTH AFRICA

Coastal/Marine

Poaching and illegal wildlife trafficking, linked to
international crime, harm biodiversity and
cultural heritage, but sustainable development
options exist.

Terrestrial/Inland waters

SOUTHERN
AFRICA

Coastal/Marine

Terrestrial/Inland waters

Souce: The IPBES regional assessment

report on biodiversity and ecosystem .
services for Africa unepfi.org | 36
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https://zenodo.org/records/3236178
https://zenodo.org/records/3236178
https://zenodo.org/records/3236178

High-level approach

Understand your context,
analyze your current prac-

tice and performance

[PRB Impact Protocol:
Impact Identification
& Assessment]

Understand country needs
and National Biodiversity
Strategies and Action Plans
(NBSAPs) to anticipate
evolving biodiversity-
\ related regulation

Assess nature-related
impact and dependencies
of your portfolio to identify
priority sectors and clients

(GBF Target 15 & 21)

Identify and prioritize
relevant global biodiversity

targets (GBF)

of the PRB

Banks should understand
the context in which they
are operating, i.e., the main
nature-related challenges
and priorities in the main
countries in which it is
operating and identify the
relevant international,
regional or national

frameworks to align with.

Let’'s understand how we
can think about regional
and country needs!
First we start with the
global picture and then we
zoom on AME.

= -3
environment
programme

finance
initiative

Principles for
Responsible Banking
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Convention on Biological Diversity and the Global
Biodiversity Framework

Responsible Banking

Signed by 150 government leaders at the 1992 Rio Earth Summit, the Convention on Biological Diversity (CBD) is
dedicated to promoting sustainable development.

Is an international treaty aimed at conserving biological diversity, promoting sustainable use of its components, and
ensuring the equitable sharing of benefits arising from genetic resources.

The Global Biodiversity Framework (GBF) of 2022, agreed upon at the Kunming-Montreal meeting, builds upon the
CBD by setting specific targets and goals to halt and reverse biodiversity loss by 2030, providing a more detailed and
action-oriented roadmap towards achieving the overarching objectives of the CBD.

For the moment, we’ll just very briefly discuss the GBF — we zoom into it in the second half of our workshop.

2022 UN BIODIVERSITY CONFERENCE

COP15-CP/MOP10-NP/MOP4
Ecological Civilization-Building a Shared Future for All Life on Earth

}l KUNMING - M(}NTREAL

Convention on e
Biological Diversity (

environment
programme

unepfi.org | 40
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Objectives and targets of the Kunming-Montreal
Global Biodiversity Framework
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Four global goals for 2050

mw.:“' Utilization Means of
and resilience management - ' on
and 23 targets for 2030 Tooasts fav Sous ovid sclution for
= = - - implementation and mainstreaming
biodiversity 14, Mainstreaming biodiversity and its 19. Increase financial resources from all

Terntonal planning to curb kand- and
sea-use change. *

Restore at least 30% of degraded
Cosystems.

Conserve at least 30% of areas of
importance for biodversity through

protected areas or other effective area-

based conservation measures.

Halt human-nduced extinction of
speces

Sustainable use, harvesting and trade
of wild species, preventing
overexplotation. *

Eiminate and reduce the impacts of
Invasive alien species

Reduce the risks and negative impact
of pollution from all sources (such as
fertilizers and pesticides)

Minimize the impact of cimate change

and foster positive impacts on
blodiversity.

/ Targets for meeting
people's needs

9. Sustainable management and use of
wild species (production). *

10. Sustainable agriculture, aquaculture,
fisheries and forestry

11. Restore, maintain and enhance
ecosystem services through nature-
based solutions and ecosystem-
based approaches

12. Green and blue spaces in cities and
urban areas

13. Fair and equitable sharing of
benefits from genetic resources and

the digital sequence information of

QOM‘K resources /

multiple values in all sectors (including
development planning, poverty
eradication, national accounts, etc)

15. Assessment, monitoring and reporting
by companies and financial institutions
of their dependence and impacts on
biodiversity

16. Encourage and support sustanable
consumption (through regulatory
frameworks, avadlable information,
reducing food waste by 50%, etc)

17. Establish and implement
biotechnology, biosafety and benefit-
sharing measures

18. By 2025, phase out or reform
incentives that are detrimental to
biodiversity and multiply positive
incentives.

sources (domestic, prvate, innovative

schemes, co-benefits, non-monetary

collective actions), *

20. Capacity-building and development,
cooperation, innovation, access and
technology transfer.

21, Management of available information,
data and knowledge (including
traditional knowledge and practices)
for decision-making. *

22. Full and equitable participation in
decision-making by Indigenous
Peoples, local communities, women,
girls and young people, and ensure full
protection of environmental rights
defenders. *

23. Gender equality in the implementat
of the Framework

unepfi.org | 41
Source: CEPAL



https://www.cepal.org/en/insights/biodiversity-driver-sustainable-transformation-latin-america-and-caribbean

So you might
wonder....

What do these global frameworks mean
for my bank and for my daily job?
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What do these global frameworks mean for my

Principles for

b an k 7 Responsible Banking

« The GBF has a similar significance about nature as the Paris Agreement for climate!

* Your banks should align with the GBF (as the overarching framework), and the respective national
biodiversity priorities of any country that it is headquartered in and/or is providing finance to.

« This is critical as understanding the main policy goals to align with in a given context—i.e. the specific nature
objectives that impact and practice targets can then be derived from—is much more locally embedded for nature
than banks may be accustomed from in addressing climate.

« So understanding if the GBF is important (see later slides), but it is just as important to get familiarized
with the local priorities!

GBF highlights the importance of women, indigenous peoples (ips) and
local communities (Ics). As compared to some previous CBD
agreements, the GBF more prominently foregrounds a human rights-

based, gender-responsive and socially equitable approach to nature
which intersects with social issues and facilitates a “just nature
transition”.
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National Biodiversity Strategies and Action Plans
(NBSAPs) and National Biodiversity Finance Plans

Principles for
Responsible Banking

« What are NBSAPs?

« They are comprehensive frameworks set by countries in response to the Convention on Biological
Diversity's requirements.

* They outline strategies, actions, and measures each country plans to take to conserve its biological
diversity, promote sustainable use of its components, and achieve equitable sharing of benefits
arising from the use of genetic resources.

« NBSAPs are tailored to each country's specific needs, priorities, and capacities, serving as a key
tool for integrating biodiversity considerations into different sectors of national planning and
development processes.

» These documents should provide a guide for you finance nature-positive activities, similar to the
Nationally Determined Contributions (NDCSs) in the climate space.
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Why is it Important for Banks to Understand prncpesor
NBSAPSs?

Aligning with National Priorities: NBSAP outlines the country’s strategic goals for biodiversity
conservation and sustainable use of natural resources. By aligning their financial activities with these
goals, banks can ensure their investments support national priorities. This alignment helps banks
contribute to national development objectives, enhancing their role as responsible banks

Identifying Investment Opportunities: NBSAP identifies specific areas where action is needed, such
as combating climate change, improving biodiversity understanding, and promoting sustainable resource
use. Banks can use this information to identify and invest in projects that address these needs.

Mitigating risks: Banks face financial risks when natural resources are depleted or ecosystems are
damaged. Understanding NBSAPs helps banks anticipate and mitigate these risks.

Enhancing Reputation and Compliance: Supporting NBSAPs demonstrates a bank’s commitment to
sustainability and responsible practices, enhancing its reputation. Additionally, aligning with national and
international biodiversity strategies helps banks comply with environmental regulations and standards,
avoiding potential legal and reputational issues.
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NBSAPSs principles for

Responsible Banking

« So does my country have an NBSAP?
« Many African and Middle Estern countries have developed at least one National Biodiversity Strategy and Action
Plan (NBSAP) as part of their commitment to the Convention on Biological Diversity (CBD).

* Find your NBSAP here: www.cbd.int/countries

Biological Diversity

% Convention on BIODIVERSITY CONVENTION  CARTAGENA PROTOCOL NAGOYA PROTOCOL COUNTRIES PROGRAMMES

MNTBY PROFILES J

C(OUNTRY PROFILES

\Main Refarencec

Kenya

National Biodiversity Strategy and Actionj] National Website

Plan e National CHM

e English version (PDF) hitpsy//ke:chmizcbdinet

Comention Sixth National Report

Party since:1998-10-24 e Published on the CHM
By: Ratification

(artagena Protocol
Party since: 2003-09-11 ~  Search other National Reports and NBSAPs submitted by this
By: Ratification = country

Nagoya Protocol on Access and Benefit-sharing
Party since: 2018-10-12
By: Ratification NOTE: Please consult Section VII of the Sixth National Report to access an updated biodiversity profile containing biodiversity facts and information on NBSAP
implementation, among other details, prepared by the Party concerned. Sixth national reports prepared using the online reporting tool are posted on the respective
country webpage on the CBD website and on the CBD CHM. Sixth national reports prepared "offline” are posted in PDF at the National Reports homepage.

National Contacts unepfi.org | 46
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NBSAPs — example of Egypt ——

Responsible Banking
« Egypt’s revised NBSAP (2015-2030) is an update to the first NBSAP
(1998-2017) and contains 6 strategic goals aimed at:

(. )

Conserving
and
managing
terrestrial
and aquatic The Access to
biodiversity sustainable genetic

Building
partnerships
and
integrating

Improving
the
understandi
ng of
biological

Combating
the impacts
of climate
change and
desertificatio
n;

biodiversity
into all
national
development
frameworks.

to ensure use of resources
sustainable natural and benefit-
use and resources; sharing;
equitable
benefits for
the Egyptian
people;

diversity and
ecosystem
functioning;
and

\_ J

« Each strategic goal addresses specific themes that are accompanied T ——
by baselines and identified challenges.
« For each theme, Egypt has set a national target (there are 20 in total).

See CBD Strategy and Action Plan -
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NBSAPs — example of Egypt

Responsible Banking

BASELINE CHALLENGES
e [mpacts and status of climate change as reported in e Poor mechnisms to predict the impacts of climate
the 5th NR. change.
e National policies and measures responding to climate
change.

e National assessment needs including financial
assistance, technical and technology transfer,
monitoring systems, education, and public
AWAareness.

NATIONAL TARGET 14: By 2025, investigate and monitor all the effects of climate change on biodiversity and

ecosystem services.(Aichi targets15)

PRIORITY ACTIONS:

e Assess the impact of climate change on biodiversity in vulnerable areas and protected areas.

e Conduct a feasibility assessment of the application of international mechanisms, suggested by UNFCCC (e.g.
international carbon market), in Egypt.

¢ Implement Climate Change Capacity Building Phase I1.
e Continue the implementation of Integrated Solar Thermal / Natural Gas Power Plant (e.g. Kuraymat). See CBD Strategy and Action Plan -
e Continue the implementation of the Energy Efficiency Improvement and Greenhouse (GHG) Reduction Projects. Eqypt (English version)
e Promotion of wind energy for electricity generation.
Proposed
INDICATORS RESPONSIBILITY DEADLINE budget
— (USD Millions) unepfi.org | 48
e Number of green energy initiatives annually. MoE - RI 2025 15
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Note that NBSAPs are being revised

Principles for
Responsible Banking

The Kunming-Montreal Global Biodiversity Framework (GBF) of 2022 has prompted countries to update their
National Biodiversity Strategy and Action Plans (NBSAPS) to align with its new goals and targets.

Countries are expected to integrate these updated objectives into their national biodiversity strategies to contribute
to the global effort of preserving biodiversity.

Countries are expected to submit their revised and updated NBSAPs and Action Plans (NBSAPSs), aligned with the
GBF, by COP 16 (happening in October/November 2024, in Colombia).

Importantly, while your countries might be in the process to update their NBSAPs, you may want to engage with
relevant CBD national focal points to understand major priorities for the update and to support the development of
accompanying Biodiversity Finance Plans.

This represents an opportunity for closer stakeholder engagement!

In the case that there is no updated NBSAP, your banks should generally align with the GBF goals and targets and
refer to the previous version of the NBSAP for broad guidance.
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What are National Biodiversity Finance Plans?

Responsible Banking

« All NBSAPs will eventually be accompanied by a Biodiversity Financing Plan (BFP) that includes opportunities for
private finance mobilisation.

« The BFP is the guiding document for implementing the most optimal finance solutions to reach national biodiversity
targets.

« These plans identify current funding levels, financial needs, and gaps for implementing NBSAPs.

« Again, as a bank you might have a great opportunity to support your relevant ministries/authorities to prepare a
good biodiversity finance plan!

unepfi.org | 50



We hope you don’t feel like this e Banking

unepfi.org | 51



slido

The Global Biodiversity Framework of 2022 aims to guide
international and national efforts to preserve and protect nature,
with targets that address the urgent need to halt biodiversity loss
and ensure the sustainable use of natural resources by 2050

( Start presenting to display the poll results on this slide.
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NBSAPs are strategic plans under the Convention on Biological
Diversity (CBD) guiding national efforts to conserve biodiversity,
promote sustainable use, and share benefits equitably.

(D Start presenting to display the poll results on this slide.
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Our bank shouldn't follow the NBSAP if it is not
aligned with the GBF of 2022.

(D Start presenting to display the poll results on this slide.
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National Biodiversity Finance Plans will require each bank to
prepare a strategic framework designed to increase financial
support for biodiversity conservation.

(D Start presenting to display the poll results on this slide.
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The ‘Finance Target’ set by the Kunming-Montreal ResporeheBankig
Global Biodiversity Framework 2022 .

Private sector finance to play a key role to halt and reverse nature loss by 2030 through portfolio alignment and transition
financial flows to sustainability.

« The GBF calls for aligning finance from public and
private sources with the objectives and targets of the
GBF (equivalent to article 2.c in Paris Agreeement)

-+ Each of the 4 goals and 23 targets have a link to

2022 UN BIODIVERSITY CONFERENCE finance.

5 EMOR10-NP/MOP4 ~ « Banks have a key role in implementing the GBF
ing a Shared Future for All Life on Earth i
, | because of

« their lending and investing activities in high impact
and high dependency sectors.

* banking generally being the most common form
of financing in emerging markets/ Global South
countries and off-balance sheet such as project
finance.

« their market power in directing capital flows
towards nature-positive activities.
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GBF targets Relevance to banks

Target 14

Target 15

Target 19

Target 21

Targets 1to 4

Targets 5to 8

Targets 9to 13

This target calls for policies, regulations and an enabling environment for the alignment of private and public financial flows to
ensure that financial institutions and businesses start aligning their activities across all sectors with the goals and targets of
the GBF

This target calls for large businesses and financial institutions to regularly monitor, assess and fully and transparently
disclose risks, dependencies and impacts on biodiversity, along their operations, value chains and portfolios, with the aim of
reducing negative impacts on biodiversity and increasing positive impacts.

This target requires an increase of the level of financial resources from all sources, including by: leveraging private finance;
promoting blended finance; implementing strategies for raising new and additional resources; and encouraging the private sector to
invest in biodiversity, including through impact funds and other instruments.

This target highlights the importance of education and links to banks’ important roles educating and guiding their clients in
transition planning and identification of new sustainable activities.

These targets focus on stopping the loss of areas of high biodiversity importance and protecting and restoring 30% of
Earth’s lands, oceans, coastal areas and inland waters. This is most relevant for sectors that have a direct physical footprint within
such areas or in their supply chains (e.g., agriculture, energy and mining).

Meeting the targets will deliver co-benefits for climate mitigation and adaptation through, for example, the conservation or
restoration of carbon sinks (e.g. peatlands) and habitats that play an important role for coastal productivity and protection against
coastal erosion (e.g., mangroves, coral reefs, seagrass).

These targets focus on reducing other pressures on biodiversity from human activities, including from plastic pollution,
fertilisers, pesticides and other hazardous chemicals (as detailed in target 7) and from climate change (target 8).

This is most relevant to sectors with high pollution potential (e.g., agriculture, chemicals, manufacturing and mining) and with high
greenhouse gas emissions (e.g., energy and transportation).

These targets focus on meeting people’s needs in relation to nature, including through the sustainable management of
agriculture, aquaculture, fisheries and forestry (as detailed in target 10).
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Relevance of GBF targets to banks - key areas of action for banks

Principles for
Responsible Banking

Dimension Early action GBF
target
Corporate culture » Board-level acknowledgement of nature loss as priority issue alongside climate change T14
» Build awareness/ capacity, adapted to role / position
» Adopt roadmap for biodiversity mainstreaming including target setting
Risk * Analyse exposure to biodiversity-related risks, dependencies and impacts per sector, geography, asset class T15, T18
* Integrate nature within risk assessment process with adapted materiality criteria (incl. valuation of nature loss
and extended time horizon)
* Assess institution wide risk exposure and build transition scenarios
Sector policies and « Strengthen sector policies including exclusion criteria with consideration of sectors with largest impact on T14,T15
sustainability safeguards nature
« Strengthen safeguards application including consideration of 5 main pressures on nature (as per IPBES)
Financial services » Prioritise financial services most exposed to nature-related risks and impacts in risks review and safeguards T18, T19
application
» Invest in sustainable finance products targetted at addressing nature / nature-climate crisis — eg green loans,
green bonds, biodiversity credits, etc
« Encourage and promote consideation of nature and climate within financial arranger / advosory mandates
Front office / client « Strengthen client engagement on nature / climate-nature related risks, dependencies and impacts T14, T18,
engagement »  Support client engagement into green transition eg through bonified interest rate / reduced risk premium etc T19
Reporting / disclosures * Anticipate regulatory compliance eg with SFDR / CSRD T15
» Adopt analysis & reporting framework — with particular focus on TNFD given rising policy & market support
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High-level approach of the PRB principlesfor

Understand your context,
analyze your current prac-
tice and performance

*  Your bank should understand the
extent to which your portfolio and
business strategy are exposed to

nature-related impacts and

Understand country needs ’ :

: N dependencies, risks and
and National Biodiversity tuniti
Strategies and Action Plans e (el .
(NBSAPS) to anticipate  This |n|t.|al assessment :s,hould give
you clarity on your bank’s exposure,

evolving biodiversity- . ) o
related regulation therefore allowing to define priority

[PRB Impact Protocol:
Impact Identification
& Assessment]

/T areas for action to
Assess nature-related » reduce or mitigate impacts on
impact and dependencies nature,
of your portfolio to identify > strengthen the consideration of
priority sectors and clients nature within its investment
\_ (GBF Target 15 & 21) policy and processes, and
» settargets for nature (if
Identify and prioritize relevant)

relevant global biodiversity
targets (GBF)
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Nature and its relevance in a business context

Responsible Banking

Organizations interface with nature through 4 concepts referred to as ‘nature-related’ issues:
Dependencies — of the organisation on nature;
Impacts — on nature caused, or contributed to, by the organisation;
Risks — to the organisation stemming from their dependencies and impacts; and

Opportunities — for the organisation that benefit nature through positive impacts or mitigation of negative impacts on nature.

Dependency Dependency Dependency
pathway pathway pathway
—> &
Impact State of Ecosystem Nature-related
drivers nature services risks and
opportunities
N\ Ecosystem assets
Impact pathway
External drivers
of change
Changes to state Changes to flow

| 62
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Assessment of nature-related impacts and
dependencies, risks and opportunities

* Exposure to nature-related dependencies mean that, in

Principles for
Responsible Banking

Identifying the bank portfolio segments most exposed to nature- the context of nature loss, the portfolio may be at risk due to its
related impacts and dependencies, based on the underlying reliance on nature and its services (for instance,clean water,
: pollination of crops, coastal stability, etc.).
f sectors and  geographies Di - Exposure to “impacts” means that the portfolio contributes
clients, iomes, . .
sub-sectors, and to the loss of nature, thereby worsening risks related to

dependencies, as well as creating nature-related transition risk

potential (e.g. legal compliance risk, etc. see later).

* In the context of the PRB, the objective pursued is

alignment with, and attainment of global sustainability related

policy goals, for which the core concern is impact management.

Assessing the extent of those impacts and - Risk management can contribute to impact management
depend encies but not replace it. Our capacity building doesn’t focus on risk

management.
*  Note that approaches as well as analytical methods, data,
and tools are still emerging and continue to evolve.

For instance, a bank that invests
in agriculture may face financial
risks if soil degradation affects
crop yields, or a bank with clients
in coastal regions may be at risk if
declining fish stocks impact the
local fishing industry.

These dependencies can become
financial risks when the
degradation of natural
ecosystems impacts the
availability or quality of these
resources.

Nature-related dependencies refer
to how businesses rely on the
natural world to provide essential
services and resources that

underpin economic activities.




UN@®

environment finance
programme initiative

Assessing nature-related impacts and dependencies, risks and

Principles for

opportunities —recommended approach Raccais Beanking

« The assessment should cover each significant business line, such as corporate, business and/or investment
banking portfolios.

* Your bank should provide a justification for the selection of portfolios included in the assessment, including a
rationale for excluding certain portfolios, for instance based on the limited portfolio size or lack of relevance.

* You should identify, based on the composition of its portfolio and the specifics of its business strategy within its
operating context, relevant priority sectors, sub-sectors, clients and locations for nature-related action as well as the
priority drivers to address in each of these locations.

« The assessment should consider the following dimensions:

Locating the organisation’s Evaluating impacts Evaluating dependencies Assessing risks and
interface with nature — opportunities
sectors and geographies

« This assessment is aligned with the TNFD’s LEAP approach. We recommend you to use the LEAP approach!
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The LEAP approach — the TNFD’s risk management

framework

« LEAP is an integrated approach developed by the
TNFD to identify and assess nature-related issues.

» |tis designed for use by organisations of all sizes
across all sectors and geographies.

 The LEAP approach provides structured guidance on
how to identify, assess, manage and disclose nature-
related issues across four iterative phases

Principles for
Responsible Banking

/:'- |--\-\-\."I
\_ &/'l The interface with nature

~

./Tw \\l Evaluate
'\\_ r/ Dependencies & impacts

-

"/ Risks & opportunities

f/f-_ sS5ess
(M3

.-"'_-\' 'I
L}f |

N {I__/' To respond & report

The TNFD has published detailed guidance on the LEAP approach.

Today we just give you an overview — we recommend consulting the

Source: TNFD in a Box


https://tnfd.global/wp-content/uploads/2023/08/Guidance_on_the_identification_and_assessment_of_nature-related-issues_The_TNFD_LEAP_approach_v1.pdf

How the LEAP approach is structured

Generate a working hypothesis

Aligning on goals and resourcing

UN&

environment

4

(M) <" Evaluate /7 Assess
L L) The interface ‘ Dependencies \ ’ Risks & opportunities Torespond & report
' with nature —  &impacts =
Span of the business oo : }
. L1 : Identification of environmental Risk and opportunity Strategy and resource
Re\r/‘lgw X model and value chain El assets, ecosystem services Al identification P1 allocation plans
a and impact drivers \
repeat Dependency and S Adjustment of existing risk Target setting and
Le impact screening Identificationof YA mitigation and risk and P2 performance
dependencies and impacts opportunity management management
rface : : ,
13 'nte Dependency and impact Risk and opportunity :
with nature E3 meastrement e e Gt P3 Reporting
Interface with | o rsabarialit prioritisation
a mpact materiality
B sensitive locations assessment Risk and DGR P4 Presentation
materiality assessment
Engagement with Indigenous Peoples, Local Communities and affected stakeholders
Scenario analysis
>,
INFD | The LEAP approach 2023

Source: TNFD in a Box

finance

Review
and
repeat
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Principles for
Responsible Banking

UNEP FI’'s TNFD pilots with global financial institutions

Supporting financial institutions to understanding
climate and nature-related risks and integrating

THEWORLD| - —
- T
- s K e e . .
Al B i -“—], = - them into their risk management approach
=_ - =Zipk=- " 5.
2 K * During a one-year timeframe, UNEP Fl invited banks and

EE = e 0 S ™ investors to pilot the Taskforce on Nature-related Financial
' Disclosures (TNFD) beta framework with their industry peers

” == "= 1§} =
-— e = g o ——
Lo el | o TEommmS TR
= Ed - a® - The goal was to assess the feasibility of this emerging framework
i . " - -
- for market uptake through a high-impact sector lens to assess
T — exposure in portfolios and asset classes, including

Agriculture

From

2D comitien

Offshore wind farms




Scoping the assessment: Guiding questions

~There are two main guiding questions when scoping an assessment:

- Working hypothesis generation:

What are the organisation’s business processes and activities
- where there are likely to be material nature-related dependencies,
. Impacts, risks and opportunities?

Goals and resourcing alignment:

Given the current level of capacity, skills and data within the
organisation, and given organisational goals, what are the resource
(financial, human and data) considerations and time allocations
required and agreed for undertaking an assessment?

THED | The LEAP approach 2023

UNEP Fl use case: Driving
action—before having all tools
and skills at hand

A piloting institution from Latin America
highlighted the importance of building an
internal ‘taskforce’ dedicated to the pilot and to
include nature-related risk assessment to their
sustainability strategy. The team included
colleagues across the sustainability, strategy,
risk management, financial products and data
management, with each team member
bringing complementary skills. One of the
pilot’s outcomes involved immediate actions
taken to strengthen the corporate lending due
diligence process. The promising results from
this approach would now be ‘exported’ to other
countries where the bank has other branches
in the region it operates.




ENCORE - A screening tool to identify sectors with

potential materia

R
‘\__[& ”/ The interface with nature

L1 Span of the business
model and value chain

What are our organisation's activities by sector and
value chain? Where are our direct operations?

Dependency and
impact screening

Which of these sectors, value chains and direct
operations are associated with potentially moderate
and high dependencies and impacts on natura?

Interface
s with nature

Where are the sectors, value chains and direct
operations with potentially moderate and high
dependencies and impacts located?

Which biomes and spacific ecosystems do our direct
operations, and moderate and high dependency and
impact value chains and sectors, interface with?

4 Interface with
sensitive locations

Which of our organisation's activities in moderate and
high dependency and impact value chains and sectors
are located in ecologically sensitive locations?

And which of our direct operations are in these
sensitive locations?

UN&
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Principles for
Responsible Banking

Impacts and dependencies

‘Sector-based locate analysis using ENCORE’

Impacts on Natural Capital of the Bank's Portfolio (conceptual image)

Sector Land Freshwater Oceans

Construction and
machinery, etc.

Food and beverages,
etc.

Chemicals and
materials, etc.

Electric power,
gas and water supply

Consumer durables, etc.
Real estate
Healthcare

Electronic
communication services

Information technology

Water

L]
]

Other GHG Atmosphere Water quality Soil Waste Invasive species Other
Level of impact
Dark = Large

Light = Small

Source and notes: Compiled by the Bank using ENCORE, etc. Scope covers loans, equities, corporate bonds, etc.; sovereign debt and investments in or loans to government agencies, etc., are excluded. The reference date is March 31, 2021. Weighting was assigned

according to the degree of exposure for each sector in the portfolio as at the reference date.
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Assess - Arisk mapping example from a piloting B e Banking
bank

Possible pathways of nature-related risks and opporti ! - .

o
n' ﬁ Assess
- f . aat > S
' / Risks & opportunities i B Examples of possible pathways of nature-related risks and opportunities
to credit risk and reputational risk which would impact on institution. Dri]rection of opportunity risk ‘
®  Further enhance is needed for the possible pathways in accordance with future change
Risk and opportunity development of nature-related scenario analysis.
Al identification
What are the corresponding risks and opportunities E;a;smplgs of maw:g!s
for our organisation? risks and opportun
: 2 : Risk (transition lcreade lnthe nimbec More offshore wind Increased New
Adjustment of existing risk ( o oims et have. power with investments in investment
mitigation and risk and ) assessmens PROPrIZts retime offshore wind power opportunities
3 Strengthening Accelerated Increase in
opportunity management GHG emission transition away demand for
s regulations from fossil fuels offshore wind YT
at existing risk mitigation and risk and opportunity oot ccident scene " ez e
y assessed 5 3 4 Reputational risk
management processes and elements are we installations increase 4 es'deonc‘c'j:’s““s Criticism
already applying?
How can risk and opportunity management processes m—
and associated elements (e.g. risk taxonomy, risk . Increase in large Wind speeds @ Suspenslor of
i 3 iteri 2 ) low pressure Frequent storms exceeding Turbine damaged ti
inventory, risk tolerance criteria) be adapted? s eTbeiaiions operations
< 2 Deterioration in Credit rish
Risk and opportunity profit Credit risk
measurement and Risk (transition
prionitisation ! Mavement lowards Regulation of impact increased feguistion Development ot Increased project
p y the protection of e ci of environmental eco-friendly st
Which risks and opportunities should be prioritised? marine ecosystems ol € species assessments products costs

Al Risk and opportunity @
materiality assessment m Progress in nature- improdad hattie Increase interaction Reduced impact on Impfoved sk

S related risk Engagement G S management of
related risk disclosure et ith pafentialclents et portfolios
Which risks and opportunities are material and e
therefore should be disclosed In line with the @ New
TNFD recommended disclosures? Advances in Impact e Pl e Screening of Investing in Expansion of floating investment
sustainability measurement i investments innovation wind power, etc. opportunities
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Case study 8: Stakeholder engagement

in the African context— understanding
the climate-nature risk analysis

One institution conducting its assessment for the agriculture
sector in Africa has partnered with the Council of Scientific
and Industrial Research (CSIR) and the South African
National Biodiversity Institute to have access to more robust
data and expertise.

This partnership has allowed the institution to develop an
internal tool which is already used to assess physical risk
exposure per clients and geographies. Going a step further,
the tool will now be overlaid with transition risks and
biodiversity data (e.g. including information on water use,
biodiversity hotspots, and ecological support areas). The
goal is to understand nature-related risks and opportunities
per area and per agricultural portfolio. Seven other sectors
are also prioritized and are in the pipeline to be included in
the assessment tool.

The partnership and dedicated funding for this work were
made possible due to fruitful results from the previous work
on climate risk, which allowed them to develop risk
mitigation and adaptation plans. The institution finally
highlighted how essential it is to build on the previous work
already conducted on climate—and how interconnected
climate and nature reporting are.

Case study 9: From the African
context—scenario analysis and the

development of nature-related

opportunities for smallholder farmers

Another bank, working in Africa and in partnership with local
scientific bodies is building an internal scenario analysis.
The modelling looks at different thresholds, such as
temperature changes and crop yield variability—and will
soon include the addition of nature-layered information. This
analysis helps the bank understand how these scenarios
affect price changes, client incomes and their ability to pay,
being essential for credit risk modelling.

Given a majority of smallholder farmers are in the banks’
lending portfolio, stake- holder engagement and nature-
related opportunities are essential. By directly engaging with
clients, the bank tries to understand what the main climate
and nature are risks they are exposed to—and this
information becomes part of the strategy. The Board is now
focused on developing innovative energy efficiency
financing products and schemes to help clients notably

overcome higher energy costs in the region. unepfi.org | 75




B Agriculture

B Extractives

Wholesale And Retail Trade; Repair Of Motor Vehicles and

. Motorcycles

B Manufacturing

24
4
Zambian Egyptian Ghanaian Mauritian
financial financial financial financial
system system gystem system

Souce: McKinsey

Excerpt: FSD Africa study on nature-related risks — 6 African
Countries (Egypt, Kenya, Ghana, Mauritius, South Africa, and Zambia)

Real Estate Activities

B Financial and Insurance Activities

B Construction

b
Kenyan South African
financial financial
system system

Accommodation and Food Service Activities

UN@&

finance
initiative

environment
programme

Principles for
Responsible Banking

Inﬁ::nrrnatipn and
Communication

B Transportation and Storage
Service Activities'

Others?

» The portfolio composition suggests that
exposure to agriculture and extractives together
ranges from 2 percent to 20 percent of total
portfolio value in the studied countries.

 As agriculture and extractives are considered
sectors with high impact and dependency on
nature, this can be translated to the assumption
of material exposure in the financial sector to
nature-related risks.

« The study demonstrates that nature-related
risks could reduce profits in agriculture and
deforestation-linked extractives on the continent
by 20% and 15% respectively in 2050.
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Excerpt: Report by The African Natural Capital Alliance principles fx

Responsible Banking

(ANCA) [Ghana, Mauritius, Morocco, Rwanda and Zambia]

= African Natural Capital Alliance stress tests
AFRIC A:y exposure to nature-related risks across Africa

CAPITAL ALLIANCE

* Report specifically assesses the exposure of the African banking sector to nature-related risks, offering consolidated findings from a
nature stress testing exercise conducted in five African countries [Ghana, Mauritius, Morocco, Rwanda and Zambial].

« The report reveals that 62% of African GDP is dependent on nature services, with 70% of sub-Saharan African
communities relying on forests and woodlands for their livelihoods.

» The results suggest significant implications for financial regulators and private financial institutions across the continent, as their
financial systems and portfolios are likely exposed to similar levels of risk.
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Excerpt: Socio-economic assessment of nature-related risks
— A case for South Africa
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 Half of the country's output is produced by economic activities exposed to (i.e. highly dependent on) at least 2 different ecosystem
services.
« Concerning the other Socio-Economic Indicators, 70% of final demand, 58,5% of profits, 46% of wages, 40% of employment, 51,6% of

taxes and
83,4% of net exports appear to be generated in sectors highly dependent on at least one ecosystem service.

generated in sectors highly debendent on one or more ecosystem services (ESS)

production
final_demand For n ESSs
profits 0
1

wages
9 2
employment 3
4

taxes_net . ormore

exports_net

[=]

0% 25% 50% 75% 100%
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Let’s do a simple case
study now together!
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Bank X and the LEAP Approach

Responsible Banking

- Bank X (imaginary bank) is a proud and committed
member of the PRB, having operations in several African
and Middle Eastern countries.

* It decided to implement the LEAP approach to better
manage nature-related impacts, risks and opportunities.

« WEe'll see in the next slide how it applied the approach —
let’'s discuss what it did well and maybe not so well!

unepfi.org | 86
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Bank X and the LEAP Approach B panking

* Identified the geographic locations of their operations, relying
mainly on satellite imagery and remote sensing data to assess
environmental impacts.

Locate:

» Assessed dependencies on ecosystem services in sectors with
Eval u ate . direct land use activities, engaging with local communities and

. indigenous groups to understand their perspectives and
knowledge of the ecosystems.

» Conducted a comprehensive risk analysis using the latest
A . environmental data, including climate models and biodiversity

SseSS . assessments, exploring also potential cascading effects of
ecosystem disruptions on their supply chains.

» Developed a biodiversity action plan, according to which data
collection would start from 2028, with comprehensive client
engagement activities starting in 2030, in line with the GBF.

Prepare:

unepfi.org | 87
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Do you like the approach of Bank X? Did it make any mistakes?
Any suggestions for improvement?

( Start presenting to display the poll results on this slide.
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Bank Y and the LEAP Approach

Principles for
Responsible Banking

- Bank Y (imaginary bank) is also a proud and committed
member of the PRB, having operations in several African
and Middle Eastern countries.

i - It decided to implement the LEAP approach to better
manage nature-related impacts, risks and opportunities.
« WEe'll see in the next slide how it applied the approach —
let’'s discuss what it did well and maybe not so well!
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« Mapped the geographic locations of their major
branches and operations, using only the most up-to-
date data, which is from the past year.

» Assessed dependencies on ecosystem services,

Eval u ate focusing primarily on their agricultural loan portfolio,

which has the largest share in its portfolio.

Q

» Conducted a comprehensive assessment, relying on

ASSESS a mix of internal data, proxies and public

environmental reports available at the time.

BanAk Y

» Developed an action plan and set ambitious targets

P re pare for reducing impacts on biodiversity, with strategies

delegated across various departments.

Do you like its approach? Did it make any mistakes? Any suggestions for improvement? unepfi.org | 90
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Do you like the approach of Bank Y? Any
suggestions for improvements?

( Start presenting to display the poll results on this slide.



Understand your context,
analyze your current prac-
tice and performance

[PRB Impact Protocol:
Impact Identification
& Assessment]

Understand country needs
and National Biodiversity
Strategies and Action Plans
(NBSAPs) to anticipate
evolving biodiversity-
related regulation

impact and dependencies
of your portfolio to identify
priority sectors and clients

(GBF Target 15 & 21)

Identify and prioritize
relevant global biodiversity
targets (GBF)

Assess nature-related —

Briefly about the regulatory context

Integrate Nature within
bank practices

[PRB Impact protocol:
Target-setting—
Practice Targets]

Mainstream Nature within
your organization (i.e.
policy, client engagement,
capacity-building etc..)

Reduce negative impact
and increase positive
impact to Nature

[PRB Impact protocol:
Target-setting—
Impact Targets]

(All GBF Targets esp. 1 & 14)

Mobilize Nature-related
finance (incl. by leveraging
climate-nature synergies)

and manage portfolio

composition

(GBF Goal D and Target 19)

Stop the loss of areas of
high biodiversity impor-
tance and protect and
restore 30% of Earth's
lands, oceans, coastal

areas and inland waters

(GBF Target 1to 4)

Reduce additional pres-
sures on biodiversity from
human activities from
pollution and climate
change

(GBF Target 7 & 8)

Contribute to relevant national Biodiversity priorities

£
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Network for Greening the Financial System
Technical document

Nature-related Financial Risks:
a Conceptual Framework

to guide Action by

Central Banks and Supervisors

September 2023

Source: ngfs_conceptual-framework-on-nature-related-risks.pdf

environment finance

programme initiative
A common understanding is evolving among central pincster

Definition of nature-related financial risks and related concepts
that are needed for a high-level understanding of these risks.

A framework to help central banks and supervisors identify and
assess nature-related financial risks.

The principle-based risk assessment framework consists of three
phases:

1. identify sources of physical and transition risks;
2. assess economic risks;

3. assess risk to, from and within the financial system.

Future steps: bridging the modelling and data gaps, development
of nature-related scenarios

unepfi.org | 101
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A common understanding Is evolving among central

banks around nature

— — 1

Sources
of risk

Degradation of nature
and its ecosystems
driven by:

- Land use change

- Owerexploitation

- Climate change

- Pollution

- Invasive alien species

L

Source: NGFS 2021

Endogenous risk (impact of
financed activities on nature)

Physical risk

Decline of ecosystem services, e.g.:

- Provisions (fish, timber, energy)

- Climate, surface temperature
and hydrological cycle regulation

- Water capture and filtration

- Soil quality

- Hazard protection from storms
and floods

- Habitat, species and biodiversity
intactness

Transition risk

Iﬁ

Misalignment with actions aimed

at protecting, restoring, and/or

reducing negative impacts on

nature, e.q. via:

- Regulation/policy/legal precedent

- Technology

- Consumer and investor
preferences

Risks from
dependence
and impact

on nature

Feedback between economy
and financial sector

Economic
risks

Micro

Microeconomic effects on
businesses/households, e.g. via:
- Damage to assets
- Stranded assets
- Higher or more volatile prices
- Disruption of processes
- Relocation and adjustment
of economic activities
- Reduced human health and/or
labour productivity

Regional/sectoral I

Macroeconomic effects, e.g. via:

- Prices

- Productivity

- Trade and capital flows

- Capital (investment
needs/depreciation)

- Socio-economic changes

- Fiscal balances

-

Contagion within
financial system

Strategic risk
Increased uncertainty
- Change of business model
Credit risk

Increases in defaults
- Collateral depreciation

Market risk

Repricing of assets
- Fire sales

Underwriting risk

Increased insured losses
- Increased insurance gap

Liquidity risk
Shortages of liquid assets
- Refinancing risk

Operational risk

Disruption of financial institution's
processes

fany
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Biodiversity-related events create
physical and transition risks that can
lead to financial instability, through chronic
issues like declining pollinators affecting
yields or acute crises like pandemics.

These risks can have local or global
impacts, potentially disrupting supply
chains and influencing geopolitical
situations.

Transition risks can arise from
misalignment with new biodiversity-
protection policies, consumer
preferences, or technologies, leading to
socioeconomic shifts.

Both risk types can interplay, potentially
causing financial contagion with various
economic effects, and are partially driven
by financial institutions' own investment

choices. _
unepfi.org | 102
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Three categories of nature-related risks Principles for
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Physical risks

» Related to the loss of ecosystem benefits to the organisation, causing threat to asset integrity (eg loss of flood
protection due to deforestation) or to value chains (eg loss of water supply or of key agricultural commaodity).

 Strongly linked with nature-related dependencies

Transition risks

» Related to changes in the market landscape, regulatory framework, consumer behaviour, civil society action.
* May be related to impacts and dependencies

Systemic risks

* Related to economy- and society- wide shifts related to the combined crises of nature loss and climate change
(eg global/ regional health crisis, political instability and risks to peace, global/ regional trade crisis and/or
economic development crisis).

» To a large extent sector-wide/ individual organisation exposure best assessed through scenario analysis

While the structure above is similar to those of climate risks, nature-related risks differ in several ways, such as their

multidimensional nature (e.g., water, forests, species) and the local specificity of biodiversity and ecosystems compared to
the global issue of climate change




related risks

Exposure of euro area banks’loan portfolios to nature-related risks

(percentages, December 2021)

B Direct
Indirect through supply chain linkages
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Source: European Central Bank (2023)
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Some central banks already try to quantify nature prnciplestor

In the euro area, approximately 72
per cent of companies are highly
dependent on at least one
ecosystem service.

Severe losses of functionality in
the relevant ecosystem would

translate into critical economic
problems for such companies.
Almost 75 per cent of bank
loans to companies in the euro
area are granted to companies
with a high dependency on at
least one ecosystem service.
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June 2022: --------- '  October 2022:
The Partnership for

. .
Included in corporate
Financials releases
version 2022

Nature increasingly |
(ESG) and bank

Finance for Biodiversity Foundation releases second edition Principles fOl"

of Guidance on Biodiversity measurement approaches Responsible Banking

December 2022:
COP 15 UN Biodiversity

\
\
!
1
!
1
'
| Conference occurs in March 2023:
. International Union for April2022:  _____ | Montreal, Canada EU Commission publishes
. i Ju ybzozo. ) Conservation of Nature Finance for Biodiversity ! : ! ~ - two sets of guidelines on
r e g u a I O n S mt]fll_t,llvsDto rng togjt er releases biodiversity Foundation releases its 1 June 2022: ! i | forests under Biodiversity
L !
:mlnounce performance monitoring Guide on Engagement | European . | ! Strategy
o ' !
May 2020: . guidelines ! with Companies ' Commission adopts | E !
EU releases its . Jul){ 2020: ' ' Nature Restoration | ' ! April 2023:
; 1 EU releases its ! 1 ' i
Biodiversity ' Taxonomy | February 2022: Nature 1 Law proposal ' December 2022: | UN Envwronmevnt:vxl
\-- s S
Strategy ! : | Finance releases Towards an 1 ! ! ! EBA publishes . Program releases insights
! Regulation | ' ! ' ! - . ot from TNFD Piloting
: . , ) Integrated Transition i . ! ! revised sustainable o
!
: l ! | Framework: Managing Risks 1 i ! ! finance roadmap Lo Program
:
¢, * ) o | and Opportunities at the 1 . ! ! oy Lo
i !
! I ) O Nature-Climate Nexus 1 , ! H ' | | ! May 2023:
)
0 ) : ) . g c © 0 | ! SBTN releases first
i
| ! I ' ' Vo Lo science-based targets for
!
i July 2020: ' . “ T ¢ } ) ! nature (corporate)
. . o !
i France issues Article ~~ | ! o 1
1 1 1 ! 1
! 29 of the Law on . L, ; y | September 2023:
! Energy and Climate ) . K - o ' Final TNFD
! | i * . . i ' . . | recommendations to
! | ] i i i ‘ ' i - H be released
H ; | : | ; \ . . [ ' :
: | : ' : o _ ! a4
' ! . } | : ! May 2022: . : ! !
. ' ' ! . . ! EBA releases a d ! I !
| Sentember 2020: ' May 2021: | ! ! discussion paper on the 0 H :
| ef;:,;“ Tr . ' Natural Capital | ! ! role of environmental ! i ¢
! S| releases ' Finance Alliance ! January 2022: risks in the prudential ! - i
Initial Guidance for ! i . i !
" ! launches the | EBA releases binding framework for credit ' . '
' Business : ENCORE ! standards on ESG risk in institutions December 2022: ' '
1 3 3 3 1S S
i ,  biodiversity tool | disclosure for FY 2022 Investors announce March 2023: January 2024:
! ' . -
- June 2020: Al 2021: EU i H Nature Action 100 TNFD releases fourth First mandatory
De Nederlandsche Bank P I - o | , initiative at COP 15 beta framework for  reporting period under
releases Indebted to Nature: Co:ic?ristis"]ct:‘;mt ' March 2022: International nature-related risk the EU’s Corporate
- - o ] o
Exploring Biodiversity Risks for R bilic i Financial Reporting management and Social Responsibility
the Dutch Financial Sector €sponsibitity | I discls Directive (f
Directive ! Standards body publishes isclosure irective (for
June 2021: draft standards companies under
NFRD)

EBA releases report on management
and supervision of ESG risks for credit
institutions and investment firms

Source: BCG analysis.

Note: EBA = European Banking Authority; ENCORE = Exploring Natural Capital Opportunities, Risks and Exposure; SBTN = Science Based Targets .
Network; TNFD = Taskforce on Nature-related Financial Disclosures. unepfl.org | 105
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biodiversity and climate

Source: TNFD, 2023

International and
domestic policy goals

International frameworks for

corporate and financial
institution action

Corporate reporting
standards

Market
regulation

Corporate and
financial institution
reporting activity

IDCC

Paris Agreement

(2°C/1.5°C targets)

Global Biodiversity Framework

Converging landscape of policies & frameworks for

(Portfolio of targets)

B FRS

|
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Principles for
Responsible Banking

ipbes

!

l

!

!

United States

European Union

Japan

Australia

Others...

v

> Report preparers and users
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Accountability for nature: Comparison of nature-related  gwese,
assessment and disclosure frameworks and standards

Nature-related assessment and disclosure approaches reviewed (as of Nov 2023)

| | ,\ «  CDP: CDP climate, forests and water security questionnaires

European Financial Reporting Advisory Group (EFRAG): ESRS 4 (on
biodiversity and ecosystem services)
Global Reporting Initiative (GRI): GRI Biodiversity Standard (GRI 304)
International Sustainability Standards Board (ISSB): IFRS S1 and S2 Standards
Capitals Coalition: Natural Capital Protocol
Science Based Targets Network (SBTN): SBTN target-setting methodology
Taskforce on Nature-related Financial Disclosures (TNFD): TNFD’s v1

framework and LEAP approach

=» Overall, the study revealed that the reviewed approaches are demonstrating an
increasing level of alignment in key concepts and methodological
approaches (e.g, materiality definitions, alignment of scoping and prioritization
guidance, integration of science-based assessment methodologies and alignment
of disclosure requirements and recommendations).

=» Continued efforts to improve alignment are however needed to provide clarity and
streamline the requirements for companies.
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Target Setting

Principles for
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Global Biodiversity Framework

2Bl
gﬁ; ZBIOFIN

Engaging Private
Finance in the
. . NBSAP Review and
Banking,on nature Implementation

What the Kunming-Montreal Sign-posts for Policymakers
Global Biodiversity Framework Means

for Responsible Banks

Thematic: blue economy & food systems
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Nature Offerlng for member banks Responsible Banking

UNEP FI is offering a wide range of nature-related activities to
support member banks in rapidly building capacity to act on

nature loss.

Highlights

o PRB working groups on Nature and Pollution risk

o TNFD implementation support via new UNEP FI Risk Nature Offering for
Centre Member Banks

o Regional workshop on Nature

o Individual support on target setting

o  Online training through PRB Academy
o Preparations for CBD COP 16

“oouons I
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Bank name

Next steps

« To support you to start off the journey...
* ....we will be circulating an optional written exercise that can help you to put things into practice.

UN@&
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+ Eventhough it is voluntary, we strongly encourage you to prepare it (at least partially). You can also request an individual

consultation while you are working on the exercise.
« All intructions will be sent via email

Please provide your responses in the below cells. Note that you will be able to continuously
build upon these questions throughout your participation in the capacity building

[Please insert your bank's name]
workshops.

Name and Role of Respondent [Please insert your name and role]

Biodiversity

Analysed country |

|
|
|
framework on Nature and i
|
|
|
|

Exisiting/emerging ESG-related
frameworks and requiremements
with nature compenent relevant to
the banking sector

Please complete the analysis for at least one country where you have significant operations. If you want to cover
imore countries, please create a copy of this sheet.

|
Examine the critical nature and biodiversity issues within your country, such as key biodiversity areas and protected |As a first step, it is recommended to

|
|
Iregians, impacts of invasive species, habitat fragmentation, and pollution on biodiversity . Identify the most pressing Ireview the country’s profile on the
|
|
|
|
|
|
|
|

N
State of Nature challenges and areas of significant ecological value. These elements will provide a comprehensive background for  |CBD webpage:
understanding how various economic activities or sectors contribute to nature loss Ihttps:h’wmv.cbd.intjmuntr'les
|
______________________________ ]
Evolving policy and regulatory

Mational priorities: Identify your country's National Biodiversity Strategy and Action Plan and any other relevant
strategies and/or designed to mititgate, protect ot restore nature and biodiversity.

Mature in bank/corporate ESG regulations: Identify if nature is/planned to be included in your national/regional bank
regulatory framework (e.g. regulatory requirement to set up processes to identify nature risks) and also if
corporations are/planned to be subject to ESG regulations that include nature (e.g. disclosure requirements that
include nature related issues)

Your input
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Coming Soon. . Principles for

Responsible Banking

e VVOrkshop 2# — 12 June (register here)

« Mainstreaming nature within the organisation
 Policies and processes

+ Client engagement

» Stakeholder engagements

» Bank peer sharing part

mmmm VVOrkshop 3# — 26 June (register here)

« Mobilizing financial resources for nature
» Categorizing clients and projects

» Products and innovative solutions

» Target setting

« Case studies

* Reporting and disclosures

We will also send you an optional (voluntary) written exercise in an email.

We encourage you to do this exercise, as this should help you start putting things into
practice 112



https://unep.webex.com/weblink/register/r69a6e37d6efcfc343dc0b3cea9a5d46c
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SPECITICally Tor the climate capacity bullding:
cle'oor, clyura@ur.ore

(Capacity building consultant)
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Evaluation survey

( Start presenting to display the poll results on this slide.
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