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ma; Trends of BES in the Financial Sector swn

“Invites businesses and relevant organizations and partnerships, such as the Finance
Initiative of the United Nations Environment Programme(UNEP FI), to develop and
promote the business case for biodiversity...” Decision VII/17 of the CBD CoP8

e

“We will approach the financial sector to effectively integrate biodiversity
into its decision making and welcome the Equator Principles as an
important benchmarking initiative.”

Potsdam Initiative - Biological Diversity 2010 (2007 G8 Potsdam)

In response to Decision VII/17 of the CBD CoP8, UNEP FI :
Established The Biodiversity & Ecosystem Services Work Stream (BESW) in 2006.

—Nikko Asset Management, a subsidiary company of the Sumitomo Trust & Banking, joined the Workstream.
Published a first report “Bloom or Bust?” in 2008.

(Workstream objectives)

* Raise awareness of the business implications of loss or degradation of ecosystems and the services they provide
» Strengthen the business case for action and provide the financial sector with information and analysis tools for
adequate management of ecosystem services
* Open dialogue between financial institutions (both public and private) and policy makers to identify and
act upon areas where the framework conditions under which business operates can be better aligned
with ecosystems stewardship




I+I+I‘
—h‘
.

The Equator Principles
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Figure 4 Attribution of Financing and Investment Rizke to Selected Financial Services
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From UNEP FI “Bloom or Bust?”

* Risk attribution (i.e. the extent a financial
institution can be held accountable for the
BES impact of a transaction) is high.

* Leverage potential (i.e. how much can a
financial institution influence a client’s
behavior) is good.

The Equator Principles

Common standards employed by financial
institutions to confirm that finance project schemes
take their environmental and social impact into
consideration since 2003.

Require project sponsors to assess a project’s
Impact on biodiversity (including specifically,
Impact on ecosystem services and natural habitats,
introduction of invasive alien species, sustainable
use, and social impact).

Mizuho Corporate Bank, Bank of Tokyo-
Mitsubishi UFJ and Sumitomo Mitsui Banking
Corporation adopted these Principles, among
Japanese banks.
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Signing the Leadership Declaration under the
Business and Biodiversity Initiative (May 2008)

BDIVERSITY
IN GO@®D
COMPANY

BUSINESS AND BIODIVERSITY INITIATIVE

Adoption of The Basic Policy on Biodiversity-
Related issues (June 2008)

1. Active Participation in Activities to Preserve Biodiversity
Sumitomo Trust will strive to actively participate in and pro-
vide support for activities to protect endangered species
and preserve biodiversity.

2. Appropriate Evaluation of Ecosystems

Sumitomo Trust will support the creation and preservation of

ecosystems, by providing appropriate economic and social

evaluation of ecosystems.

3. Provision of Products and Services Taking
Advantage of Financial Functions

Sumitomo Trust will strive to develop and provide products

and services that contribute to the preservation and sustain-
able utilization of biodiversity, through cooperation with its
stakeholders.

4. In-House Education and Training

Sumitome Trust will educate and train its officers and
employees, inways to give them accurate knowledge about
biodiversity and enable them to engage in activities to pre-
serve it.

5. Information Disclosure

Sumitomo Trust will make active public disclosure of infor-
miation regarding its efforts to preserve biodiversity.

Companies which implement this basic policy are expected to
define their own steps and objectives regarding the integration
of biodiversity within their corporate policy and activities
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From the homepage of The Keidanren Nature Conservation Fund
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From the homepage of The Consumer Co-operative Kobe
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Development/Architecture Consulting for

Environmentally Friendly Buildings

* Energy conservation

* Landscaping

* Lengthening building life

» Adoption of a recycling system, etc.

fone Encourage property owners to make their
i ' buildings environmentally-friendly to enhance
\ ' their value

Start providing advice concerning BES

An example of BES advice to a
property owner

« Increase the planting of native species
in green areas adjacent to the building.

» Make the result visible by obtaining a
third party’s quantitative evaluation (J-
Hep of the Ecosystem Conservation -
Japan) to connect BES with the future

value of the building.



Eco-consciousness Enhances the Value of Property TRUST

Locality---

Securing food resource
by sustainable agriculture
Securing water resource
Storing carbon by forests
Eco-tourism

= Improvementggtfelalelelgalelols
of area value

Neighborhood- - -

Individual properties- - -

*Improved landscape

*Improved name
recognition

*Children's healthy

of area value properties

development Wﬂmm\
e . [
mprovement | [RERIETEL <Enhanced real estate value

*Various financial benefits

*Improved productivity
and creativity

= Contribution to branding

|

Net income generated by real estate

Value of Property

(In the case of direct capitalization)

Capitalization rate

/

This concept was presented
to the UNEP FI Property
Working group
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Conceptual diagram of environmental added value (1)
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Source: Partial revision of the *Examination of Environmental Value Added on Real Estate,

a commemorative paper written by Masato Ito in 2005 for the 10th anniversary
of Tokyo Association of Real Estate Appraisers.

Conceptual diagram of environmental added value (2) 1
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Source: Partial revision of the *Examination of Environmental Value Added on Real Estate,
* a commemaorative paper written by Masato Ito in 2005 for the 10th anniversary

of Tokyo Association of Real Estate Appraisers

Value of environment-
conscious real estate
fluctuates less due to future Fampormitso Fropanyinosting
tax raises and tighter
regulations

Lowers depreciation ratio e Jﬁr
through extended property T
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Improves image through .
environment-consciousness s
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Analyzing activities concerning biodiversity and
ecosystem services of corporations
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Contribute to

enhancing corporate value

v

Planning to launch a new socially responsible

investment (SRI) fund to invest in Japanese
equities selected by evaluating the BES
management of companies

From UNEP FI “Bloom or Bust?”
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Companies can make the entire supply chain more
sustainable by integrating BES factors into their
Procurement standards

Requiring that procurement standards be followed

Monitoring the implementation of procurement standards

Credit sale of products and services

Procuring : Procurement Sources
Companies Payment of debt on appointed date (suppliers, consignees)
Conclusion of basic agreement 4
between three parties
. Make transfer
(accounts receivable trust) payment after
Dat b | I\\‘ Transfer of{trust deducting discount
ata on observance level beneficiary|certificates fee equivalent to
of procurement standards interest

Sumitomo Trust

(trustee)

4 ------------

The discount rate applied for each
supplier is set based on how a supplier

follows the procurement standards
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Took the initiative to publish the
TEEB Interim Report (2008).
Japanese edition translated by
Sumitomo Trust with Ecosystem
Conservation-Japan and the Japan
Research Institute

Sponsoring Green TV Japan and
providing our own films
Green TV Japan is the broadband TV

channel for environmental films providing
over 400 films to-date

3 SWEEEEETAR
L By e

Displayed panels and videos at the biodiversity corner of “Eco-
Products 2008 the largest environment-related exhibition in
Japan, in collaboration with Ecosystem Conservation-Japan
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The newly launched site for COP10




End of
Presentation
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