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Working Group NCD commitment

1. Understand

2. Embed

3. Account

4. Report

Build an understanding of risks and opportunities
linked to the natural capital impacts and
dependencies of portfolio companies.

Integrate natural capital factors into financial
products and services - including loans,
Investments and insurance products.

Work towards a consensus on including natural
capital in accounting and decision-making.

Work towards consensus on Integrated
Reporting, including natural capital disclosures.



How can financial sector risk policies support reduction of
deforestation and forest degradation?

Do financial institutions have robust policies in place to
manage risks from soft commodities that may contribute to
deforestation (examples: beef, soy, palm oil)?

What can the financial sector do to improve investment
decisions in soft commodities from a sustainability view?

How can policymakers encourage and support change in
private finance?
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Develop framework to evaluate risk policies to address deforestation
risks from soy, palm oil and beef supply chains.

Evaluate financial institutions’ policies against criteria for policy scope,
policy strength and implementation, monitoring and reporting to reveal
what financial institutions’ policies cover in three soft commodities: soy,
palm oil and beef.

Provide recommendations for minimal/best practice standards to limit
indirect impacts through loans and investments.

Provide insight for countries on possible policies for improving private
financial sector contribution to reduction of deforestation and forest
degradation.
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There is broad awareness that the financial sector is exposed
to risks from deforestation linked to the production and
processing of soft commodities.

No evidence of

a sustainability
policy or statement
3%

:

= Formal policy that
addresses soft
commodities
47%

General sustainability
policy or detailed statement
50%
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Benchmarking of 30 financial institutions found a wide
variation in policies and processes to manage deforestation
and forest degradation risk linked to the three commodities.
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Leading financial institutions explicitly refer to credible soft

(Draft) Key Findings (3/5)

commodity sustainability certifications in policies.

Does not refer to or
require certification
47%

-

Requires (or strongly
encourages)
companies to obtain
credible certification
and/or source
commodities from
certified sources
43%

References credible
sustainability
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(Draft) Key Findings (4/5)

There Is great variety in the social and environmental
performance requirements imposed by financial institutions

- Yes . No

Avoid land use conversion in High Conservation Value (HCV) areas
Avoid land use conversion in High Carbon Stock (HCS) areas 17 97%
Avoid the use of fire to clear lands 507 73%
Conduct impact assessments and/or implement a mitigation plan P72 80%
Respect the rights of local communities =707 53%
Comply with all applicable laws and regulations 777 63%
Commit to sourcing certified commodities il 70%
Improve transparency and traceability throughout their value chains 217 80%
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(Draft) Key Findings (5/5)

The financial institutions that are mainly based in developed
countries but with a focus in UN-REDD Programme partner

countries had more robust policies than those domiciled In
UN-REDD Programme partner countries.
Total Weighted Score - Overall

100

T 1
International Fls with focus on UN REDD countries Fls domiciled in UN-REDD countries (n=6)

(n=6)
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Possible Country Approaches

Countries seeking to strengthen the capacity of financial
Institutions to reduce the risk of indirectly financing deforestation
activities include:

— Outline national expectations of financial institutions on
environmental and social issues.

— Strengthen forest protection laws and their implementation.

— Require companies to report environmental impacts to
Increase the availability of information related to forest risk
commodities.
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Contacts

Info@naturalcapitaldeclaration.org

www.naturalcapitaldeclaration.org
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