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FOREWORD

Data is a topic that gives many businesses, institutions and governments headaches. They are either
missing, available but cannot be interpreted for the targeted objective, incomprehensible or for paying
users only. Natural capital is precisely a theme where data are increasingly important and many
companies do not easily have it at their disposal. An area of increasing action for the private sector,
the lack of (applicable) data is often raised as a reason why natural capital efforts do not (fully)
develop or scale up.

Still, we should not forget that many companies already do have natural capital-related data gathered
over the years. For example on biodiversity, emissions and water use. The challenge for these data is
to regard them in a natural capital context. This challenge has been taken up in the project
Accessible reporting on natural capital. In this project, CREM and Arcadis have developed and
piloted a reporting approach that helps companies to communicate more effectively on their
relationship with natural capital by assessing corporate data already available in a natural capital
context. An assessment that turned out to be more challenging than foreseen even given the
experience of CREM and Arcadis with sustainability reporting and the Natural Capital Protocol. This
guidance captures the process and results of this assessment, the challenges encountered,
conclusions drawn from it and recommendations for follow-up activities. This report is far from a final
guidance on natural capital reporting; it is merely a next step in trying to report on corporate efforts
with respect to natural capital in an accessible, relevant context.

This guidance could not have been written without the willingness of frontrunner companies to
participate as pilots. Their involvement, dedicated time and interest of the following six companies are
highly appreciated:

Dekker Group: a sand and gravel company

Desso (a Tarkett company): a carpet producing company
Eneco Holding NV: an energy company

FMO (the Dutch development bank): a financial institution
Royal Philips NV: a health technology company

Vivera: producer of vegetarian and vegan products
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Moreover, CREM and Arcadis would like to thank Annelisa Grigg, Head of Business & Biodiversity at
UN Environment World Conservation Monitoring Centre, for her involvement as a third-party expert to
discuss draft outputs with.

Lastly, CREM and Arcadis would like to express their gratitude to the Dutch Ministry of Economic
Affairs for their funding and support, thus enabling this project to take place.

CREM
Wijnand Broer, Partner and Senior Consultant
Jolanda van Schaick, Partner and Senior Consultant

Arcadis Nederland B.V.
Bianca Nijhof, Global Sustainability Program Manager
Jasper Ohm, Consultant Natural Capital and Ecology
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INTRODUCTION

1.1 Natural capital

Natural capital is an indispensable asset for the business community. A worrying issue therefore
is the fact that its stocks and services 1 like fresh water, agricultural resources and pollination i
are facing challenges like degradation, overexploitation and extinction; globally but even more
severe at certain locations. By reporting on its natural capital performance, a company can
show an understanding of its impacts and dependencies on this capital, and hence better
manage its related risks and opportunities.

For the purposes of this paper, natural capital is regarded as:

The stock of renewable and non-renewable resources (e.g. plants, animals, air, water, soils,
minerals) that combine to yield a flow of benefits to people. The benefits provided by natural
capital include clean air, food, water, energy, shelter, medicine, and the raw materials we use in
the creation of products. It also provides less obvious benefits such as flood defense, climate
regulation, pollination and recreation.

Natural capital is one of several other commonly recognized forms of capital. Others include
financial, manufactured, social and relationship, human, and intellectual capital. Natural capital
supports all of the other capitals by providing essential resources, that support a healthy planet
and underpins thriving societies and prosperous economies.*

1.2 Pilot reporting on natural capital

With mechanisms emerging to understand the ways in which the value of natural capital can be
integrated into corporate decision making, there is an increasing need to develop and disclose
appropriate natural capital indicators at company and site level. Such disclosures would ideally
be placed within the context of sustainability reporting already being undertaken (such as that
undertaken against the Global Reporting Initiative reporting requirements). The question is
OHow?®

A number of initiatives are currently being developed (2017), linking corporate environmental
metrics and targets within a natural capital context. These initiatives are international in nature.
For example, the Cambridge Institute for Sustainability Leadership is working with Kering to
develop biodiversity metrics as a part of their environmental profit and loss account. However, a
framework that can help to place existing corporate information in a natural capital context has
yet to be developed. Previous experiences in the Natural Capital Protocol pilot testing in 2015
and 2016 showed that companies asked for more guidance on how to integrate natural capital
into reporting.

1 Natural Capital Coalition, https://naturalcapitalcoalition.org/natural-capital/
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As natural capital was not (yet) a topic covered by e.g. integrated reporting and the Global
Reporting Initiative, companies did not know how to use collected natural capital data in
explaining their sustainability performance.

In order to frame the emerging discussions on natural capital indicators around existing

business practice and ground it in pragmatism, CREM and Arcadis developed a pilot project to
undertake a oO6qui ck and dianbbiity repodirg efa sefeetad humbef cur r en
of Dutch companies against a natural capital framework. Why? There are two key reasons:

1. Sustainability reports already provide data on, for example, biodiversity, emissions, water
use, and the origin of raw materials. There are relatively simple improvements that help
companies to establish a link between this information and the emerging natural capital
agenda. Linking water use to water scarcity data, linking emissions and other pressure
factors to actual impacts on biodiversity, etc. A pilot will not be able to deliver a complete set
of answers on how natural capital reporting could take place, but it will identify quick wins
that will help companies move forward today in anticipation of the development of future
natural capital focused reporting initiatives.

2. Starting from scratch is always difficult. It is therefore helpful that a diverse set of studies
have been undertaken/ are in the process of execution that can be used as input for a future

reporting protocol. A series of practical, case studies can provide useful background
information to feed into a larger, future initiative on natural capital reporting.

1.3 Objective

The objective of the pilot project has been the following:

To develop and pilot an approach for companies to improve the reporting on their natural capital
efforts by capturing relevant data already available within the company and presenting the same
in a natural capital context.

The project results have been captured in this guidance. While it is only a next step in the
challenging world of natural capital and far from finished guidelines, the lessons learned
collected and approach piloted can guide other companies wishing to explore the reporting
pathway.

The project kicked off in December 2016. The first quarter of 2017 was used to approach pilot
companies and develop an approach. Liaising with pilot companies and data collection took
place in the second quarter of 2017, while July and August 2017 were used for interpretation
and reporting.



1.4 Document structure
This report consists of the following sections:

A Section 2 presents a guidance on natural capital reporting, explaining how companies can
start reporting and providing some supporting documents;

A Section 3 describes the process and findings with respect to the natural capital reporting
pilots with six companies;

A Section 4 concludes with conclusions and next steps.
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GUIDANCE ON NATURAL CAPITAL REPORTING

2.1 Introduction

The Natural Capital Protocol (NCP) was drawn up in 2016 with the global engagement of
stakeholders and is regarded as the leading standardized framework for corporate natural
capital assessments. It was therefore decided to use the NCP as a point of departure for
reporting on natural capital and draw up a format that corresponds with the steps identified in
the NCP.

This chapter presents a generic guidance on natural capital reporting, which is supported by a
reporting format and data collection sheet that were developed within the context of this project.
This output has been used during the piloting phase, results of which are shared in section 3.

Disclaimer: While the NCP was used to process relevant corporate pilot data in a reporting format, this is
not an official NCP or Natural Capital Coalition document.

2.2 Starting natural capital reporting

The project findings show that the following basics can enable companies to start reporting on
natural capital:

1. A format to organize information collected
2. A data collection sheet
3. An approach for data collection

They are elaborated in the following sections.

2.2.1 Aformat to organize information collected

Most companies will communicate about their environmental and social performance through,

for example, a sustainability report, their website, social media or a newsletter. These media

canalsobe used to communicate about a colmpmaegtds nat ur
focused solely on sustainability reports, as it could not cover all different ways of integrating

natural capital information in different communication media. This turned out not to be easy

either, since there is not a universal format for a sustainability report. A new format was

therefore developed within this project to structure the disclosuresr el evant f or a compal
natural capital performance (see Annex I). This format proved necessary to structure the

information collected, which varied substantially in nature. The data and information contained

in this format can be used for and copied to any communication medium one may deem fit,

although it is recognized that the current output may be too technical in nature to use for any

and all communication to stakeholders. Moreover, it is recognized that companies may need

expert support to interpret data available in a way that valuable information can be shared on

their natural capital performance in the given format.



The reporting format developed is built on the steps identified in the NCP to organize natural

capital related data. As figure 1 shows, the Protocol frameworkc over s f our stages, i W
AiWhat o, fAMHWwat Me)dt stages Bre forther brokén down into nine Steps, that

contain specific questions to be answered when carrying out a natural capital assessment.?

The reporting format developed by CREM and Arcadis can be found in Annex |. The approach
is far from finished but this format drawn from the NCP appeared to be useful within the project
to get an initial understanding of how company data might look if examined through a natural
capital lens.

Note: The NCP based format presented in AnnexIprovi des an overview of the o0i deal
NCP perspective. It includes reporting on impact pathways running from environmental impacts (inputs
and non-product outputs) via natural capital impacted, down to the value of significant impacts to business
and society. Also, it includes considerations of dependencies on natural capital stocks and changes of
these resources. This is of course a picture that deviates from the reality of most companies and reports.
However, providingt i miscathbugre NCR is aldo still viogk & prbgeess) serves an
important purpose: it shows a company how and where the information covered in the sustainability report
fits into this perfect picture and what information is still lacking. In other words, it shows what is needed to

complete the puzzle.

Figure 1: Nine steps in the Natural Capital Protocol (http://naturalcapitalcoalition.org/protocol/)

2 http://naturalcapitalcoalition.org/protocol/
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