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Executive summary

Investors and companies alike want to create kbagn value by mitigating risks and improving their
impact on the natural environment. Company productivity is dependent upesiaent

environment and reducing impacts is beneficial to both nature and business. Opportunities exist for
investors and companies to demonstrate positive impacts and show they are reversing the trend of
natural environment degradation. The challengea identify metrics that are relevant for
0dzaAySaasSaQ RS Ossahiilg peingsimpla and praciiad far 8rdestors to use.

A plethora of methodologies, standards and tools exist that help investors and businesses
understand their interadgbn with the natural environment. However, these tend tofprovide
directional specifidnformation for companies to measure and demonstrate impacts upon the
natural environment; instead they offer guidance.

Until consistent, context based metrics adeveloped natural capital measures will continue to be
misunderstood and disregarded, and will not become mainstream in decigizaking.

This report assessébe drivers for companies to use impact metrics, it evaluates the support that
already existsand identifies where the gaps are.

Why investors and corporates want impact metrics
The drivers for businesses to use impact metriese identified following discussions with a number

of companies. The top drivers were:

9 To support operationatiecisionrmaking
i Tomeet regulatory and investor demands
1 To engage both externally with consumers and internally with employees

The investor communitwasalso consulted.Thetop driverswere:

1 To meeftclient demand for products with positive impact
9 Torespond tostakeholder interest in the disclosure of investment portfolio impact

Impact metricxcould beused for a variety of objectivagithin the business communitpifferent
audiences were identified to have differemses for impact metrics. For examptéjef operating
officerscould use them tdormulate strategy anéssesperformance finance and sustainability
teamscould use them t@nsure theO 2 Y LJI ope¥afichsare deliveiing environmental benefits
and meeting company targetsmetrics could be usedithin supply chains to monitor site
conditions and performancecould be disclosetb stakeholdersia reporting standards

What companies already measure

While businesses are already reporting on their environtaleperformance within a variety of

reporting schemes such as the Global Reporting Initiative, these are baggdviding

transparency on their activities rather than detailed measneait and monitoring of impaciThere

are currently no agreed common sidards for assessing impgadlost businesseR2 y Qi ' 44543 a
impact on natural capital as a whole ligtermine their impact on biodiversity, soil, water and

carbon separately Many are notobustlyassessintpiodiversity am soil



In terms of where impact was assessed, this tended tmbaitored at the supply chain level rather
than during raw material productionThis presentbusinesgisks;the largest impacts occur at raw
material production andby not consideingimpacts up apply chainghese risks are not being
captured nor addressed

Who is engaging with impact metrics

There are a number of different stakeholder groups working with businesghe natural capital
spaceandsupporting them irassessing angeportingtheir environmental impactsThese can be
summarisednto four categoriesl)those who helpwith disclosure 2) those providinglecision
making support (focusing on the use of measurement and valua®n@gulators and4) research
funders.

Supporting disclosure

Three types of organisation seek to aid businesses in considdsgngenvironmental impacts
and/or dependencies for internal decisionaking and external disclosuretandard setters,
membership organisations and professional bodiggresearchunderpinning this reporshowed
that standard setters and membership organisatiane the mostengaged across thaatural capital
topicsspanning biodiversity, soil, water and carbon. Howevamumber of potential gapwere
identified that needo be addresed. The gapsncludedalack of metrics that araccurate, context
based andcconsiderbiodiversity and soil.

Supporting decision-making

There arethree types of organisatiothat supprt companies in their decisiemaking around
naturalcapitat NGOs, charities and membership organisatidieanalysisshowed that data is
available acrosthe soil, water, biodiversity and carbon topics litus if often inaccessible or
presented in a format that is not replicablEhe data can oftebe presented inarge volumes of
informationwhich is not usable or useftd business

Key findings

This study reveals the following key findings:

1 There is a need for useful, simple and comiga@acceptedmpact metrics thatanhelp shape
operationaldecisionmaking, engage with civil society, and respond to investor requests.

9 Most businesses report on separate metniagher than one aggregated value; this may not
be as useful to the investor community.

1 While water and carbon are relatively well mtmid, biodiversity and soil are often not

adequately assessed in impact metrics

The environmental metrics thaitre currently available to businesses lack context.

There is an extensive range of organisations that support businesses in evaluating tlaeir imp

and dependencies on the natural environment for the purposes of disclosure and decision

making however, they do not provide consistency in recommended metrics.

1 Itis recommended that impa metrics shouldollow a set of principles tbe meaningful;
measurable and comparablppssible to aggregateractical; easily accessible; replicable and
credible;take into account locatontext; be responsive to changes in business practiard
drive business decisions.

=a =4

Metrics that are meaningful to bothinvestors and businesses can only beo®ated by convening
the business, investor and decisiesupport communities.
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