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“IPBES (Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services). 2019. Global assessment report on biodiversity and
ecosystem services.

“IPBES & IPCC (Intergovernmental Panel on Climate Change). 2021. IPBES-IPCC Sponsored Workshop: Biodiversity and climate change. Scientific
outcome.

°WEF (World Economic Forum). 2020. Nature risk rising: why the crisis engulfing nature matters for business and the economy.
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SUMMARY

Biodiversity is the basis for human survival and has a direct bearing on our well-being.

Studies have
shown that post-industrial human activities have resulted in severe biodiversity loss and
undermined ecosystems' ability to provide essential goods and services®. While over half of
the world's total GDP is dependent on biodiversity’, its deterioration and nexus with climate
change have resulted in an ever-challenging living and economic condition®. The devastating
and lingering impact of the COVID-19 pandemic serves as a cruel reminder that biodiversity
loss poses a wide variety of threats to public health, not to mention the economic losses
associated with these threats’.

To stop and reverse the accelerating loss of biodiversity, leaders have sought global consent.
A new ambitious roadmap towards the 2030 mission and 2050 vision will be enshrined in the
Post-2020 Global Biodiversity Framework during the second part of the 15th Conference of
the Parties (COP15) to the Convention on Biological Diversity (CBD). The framework envisages
biodiversity loss to be stabilized by 2030 and net improvement to be achieved by 2050,
realizing "a world of living in harmony with nature”.

At the regional level, biodiversity is making its way into the national agenda. As pointed out by
the President of the People's Republic of China Xi Jinping at the CBD COP15 leaders' summit:
"Conserving biodiversity helps protect Earth, our common homeland, and contributes to
humans' sustainable development”. In a recent video meeting with the President of the
European Council and the President of the European Commission on April 1st, 2022, President
Xi further pointed out that: "[China and Europe should] continue to spearhead international
cooperation on climate change and biodiversity”.

Joint efforts across the financial system and business sectors have also been made.
Exemplified by the workgroups of the Network of Central Banks and Supervisors for Greening
the Financial System (NGFS) and the Taskforce on Nature-related Financial Disclosures (TNFD),
biodiversity mainstreaming in the financial system is underway and a biodiversity-related
reporting framework is in progress. On the other hand, the business sector's participation
is embedded in a societal transformation, as ascertained by the First Draft of The Post-2020
Biodiversity Global Framework: "All businesses (public and private, large, medium and small)

“IPBES . 2019. Global assessment report on biodiversity and ecosystem services.

'WEF . 2020. Nature risk rising: why the crisis engulfing nature matters for business and the economy.

“IPBES & IPCC . 2021. IPBES-IPCC Sponsored Workshop: Biodiversity and climate change. Scientific outcome.
*WEF. 2020. Nature risk rising: why the crisis engulfing nature matters for business and the economy.




assess and report on their dependencies and impacts on biodiversity, from local to global,
and progressively reduce negative impacts, by at least half and increase positive impacts,
reducing biodiversity-related risks to businesses and moving towards the full sustainability of
extraction and production practices, sourcing and supply chains, and use and disposal.”

Integrating biodiversity is a daunting task. Research in the socio-economic aspect of
biodiversity mainstreaming falls short on many levels, specifically in corporate biodiversity
awareness, actions, and reporting. On the other hand, metrics and methodologies on
evaluating biodiversity performance or risks are yet to be explored and standardized, making
it a difficult case for regulators and investors. Furthermore, there are only limited successful
corporate biodiversity practices available to draw on. To this end, biodiversity mainstreaming
has a long way to go.

Corporate Biodiversity Performance Evaluation Project

Responding to the need for biodiversity mainstreaming, Shan Shui Conservation Center,
building upon years of extensive conservation groundwork in China, has initiated the
Corporate Biodiversity Performance Evaluation Project (hereinafter "the Project”) in 2021,
aiming to fill the gaps by providing a science-based evaluation framework and an empirical
performance baselining. The Project is done in partnership with Peking University Center
for Nature and Society, Huatai Securities Co., Ltd., Shanghai Minhang District Qingyue
Environmental Protection Information Technology Service Center, Guangzhou Green Data
Environmental Service Center, Friends of Nature Environmental Research Institute, and Wind
Information Co., Ltd.

The Project consists of two separate assessments: one examines corporate biodiversity
performance through open data such as spatial business and biodiversity datasets and
governance datasets ("Corporate Biodiversity Pressure Assessment”); while the other
examines the performance through companies’ self-disclosed information in public reports
such as annual reports, sustainability reports, and/or other reports in kind ("Corporate
Biodiversity Reporting Evaluation”). By quantifying and evaluating corporate biodiversity
performance, we believe it is feasible to create a more mainstream and regulated market
where corporate biodiversity reporting is more standardized, biodiversity-related financial
risks are better identified and managed, and as a result, investors are better informed and
incentivized to participate in biodiversity value conservation and creation.
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Corporate Biodiversity Reporting Evaluation Framework

Corporate Biodiversity Reporting Evaluation assesses the quality of reporting and infers
corporate biodiversity performance based on self-disclosed data sourced from companies'
annual reports, sustainability, and/or other in-kind reports. The framework consists of two
aspects: management response and conservation effects. Management response is further
examined by a 4-stage-process that consists of interface identification, governance and
strategy, target and action, and performance management. Conservation effects is inferred by
whether a company obtains ecology-related certification or garners positive press releases.

The evaluation results are ranked into four levels of reporting quality: “Level 1" indicates that
the company fails to fully comply with mandatory environmental reporting regulations; "Level
4" indicates that the company's biodiversity reporting is informative and demonstrates a
science-based biodiversity management process.

It should be noted that the evaluation is only aimed at assessing the quality of
corporate biodiversity reporting and therefore does not necessarily reflect their
true biodiversity performance or impacts in operational and construction sites.
Whether the company "walks the talk" is not within the scope of this report.

Corporate Biodiversity Reporting Evaluation Results 2021

Our 2021 evaluation sampled 188 Shanghai and Shenzhen stock exchange listed companies
that may pose significant impacts on biodiversity. Specifically, we targeted companies from
7 industries including cement manufacturing, mining, and power (hereinafter "biodiversity-
impacting industries”), and randomly sampled companies from different market value
strata.

The 2021 evaluation reveals the following key findings:

1. Reporting quality: 84% of the 188 companies scored Level 2, 16% scored Level 3
and Level 4, while none fell under Level 1. The distribution pattern remains consistent
among the 7 biodiversity-impacting industries. Among 188 sampled companies, only
8% spelled out "biodiversity” in the reports reviewed. This shows that biodiversity
remains an obscure concept for most companies. Few reports deliver and articulate
a comprehensive understanding and thoughtful biodiversity-related risk
management.

2. Reporting consistency: biodiversity reporting lacks unified standards and
metrics, making it difficult to quantitatively compare disclosed information.




3. Corporate performance reflected from reporting: companies' biodiversity
actions are not well-directed, lack a systematic framework, and prioritize
impact compensation over impact avoidance.

+ Only 11 out of 119 companies that reported biodiversity actions also reported how
their business activities depend on and impact biodiversity, which implies that most
biodiversity actions are not directed by companies’ comprehensive understandings
of their interface with biodiversity;

« Only 10 out of 119 companies that reported biodiversity actions also reported their
related governance and strategy, targets, and performance management, which
implies that most biodiversity actions are not grounded by and integrated into a
systematic framework and organizational management;

- Only 7 companies reported actions "avoiding” impact in high biodiversity value
areas ex-ante, while 47 reported "restoring” or "offsetting” their impacts ex-post,
which shows that companies tend to retroactively compensate for their impact by
restoration or offsetting rather than avoiding beforehand.

The evaluation shows that corporate biodiversity reporting is still at a very early stage and is
mainly responsive to biodiversity-related governance and investment. Therefore, it should
be in the government and investors' common interest to jointly drive corporate biodiversity
reporting. Based on our findings, we suggest the following 3 key actions to be taken by
the government and investors:

1. Government should unequivocally include biodiversity indicators in current
environmental information disclosure requirements and provide clear
guidance to standardize such reporting.

2. The ideal biodiversity reporting should deliver comprehensive information
throughout the 4-stage-process that consists of interface identification,
governance and strategy, target and action, and performance management.

3. Investors should conduct a biodiversity risk assessment for their asset
portfolio and acquisitions so that biodiversity reporting can be better driven
and populated by market participants.
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This report attempts to answer the following questions:

« How to measure corporate biodiversity reporting ?
« What is the status quo of corporate biodiversity reporting ?

« What does this mean to corporations, regulators, investors, and the public ?
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YIPBES (Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services). 2019. Global assessment report on biodiversity and
ecosystem services.

"IPBES. 2019. Global assessment report on biodiversity and ecosystem services.

“Portfolio Earth. 2020. Backrolling extinction - the banking sector&apos;s role in the global diversity crisis.

@IS E 202121 MR . B SESEYSIEMEFRERRENT 1 H12%5T, $ROA80-90%. 2021 4108 14 8 . [3IABEH:202F3 5248 ]
MWEF. 2021. Investing Less than 1% of World GDP into Nature-Based Solutions Can Tackle Climate Change and Biodiversity Crisis. World Economic
Forum. [Online] 5 21, 2021. https://www.weforum.org/press/2021/05/investing-less-than-1-of-world-gdp-into-nature-based-solutions-can-tackle-
climate-change-and-biodiversity-crisis.

“Christopher H. Trisos, Cory Merow, Alex L. Pigot. 2020. The projected timing of abrupt ecological disruption from climate change. Nature. 2020, Vol.
580, pp. 496-501.
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NGFS (Network of Central Banks and Supervisors for Greening the Financial System). 2022. Central banking and supervision in the biosphere: An
agenda for action on biodiversity loss, financial risk and system stability.
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