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Financial institution

Assessment methodology 2016

How are the 150 financial institutions in the Forest 500 assessed and
ranked?



About the Forest 500:
The Forest 500 is the world’s first rainforest rating agency. It identifies and ranks the most influential companies, financial institutions and
governments in the race towards a deforestation-free global economy.

Contact:
To contact the Forest 500 team please write to forest500@globalcanopy.org

Citation:
Please cite this publication as: Forest 500. 2016. The Forest 500: 2016 Financial Institution Assessment Methodology. The Global Canopy
Programme.

About the Global Canopy Programme:

The Global Canopy Programme (GCP) is a tropical forest think tank working to demonstrate the scientific, political and business case for safeguarding
forests as natural capital that underpins water, food, energy, health and climate security for all. GCP works through its international networks — of
forest communities, science experts, policymakers, and finance and corporate leaders — to gather evidence, spark insight, and catalyse action to halt
forest loss and improve human livelihoods dependent on forests. The contents of this report may be used by anyone providing acknowledgement is
given to the Global Canopy Programme. No representation or warranty (express or implied) is given by the Global Canopy Programme or any of its
contributors as to the accuracy or completeness of the information and opinions contained in this report. The Global Canopy Programme sits under
The Global Canopy Foundation, a United Kingdom charitable company limited by guarantee, charity number 1089110

© 2016 Global Canopy Programme. All rights reserved.
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INTRODUCTION

The financial institutions included within the Forest 500 have the power to influence the sustainability of
forest risk commodity supply chains through their investments and lendings. By setting clear expectations
and engaging with companies involved in agricultural commodity supply chains, financial institutions can
help to accelerate the transition towards sustainable production and procurement. The Forest 500
identifies and ranks the 150 financial institutions that have the power to create an enabling framework
where sustainable business practices are incentivised and disincentives are in place to reduce
unsustainable practices.

The 150 financial institutions selected either invest directly or are at risk of investing in or lending to
companies engaged in forest risk commodity supply chains. This methodology lays out the criteria which
the 150 financial institutions are assessed against. Over time, as feedback is received, this methodology
will be updated. Financial institutions will be ranked on an annual basis and reselected biannually.

SCORE BREAKDOWN

There are three general categories of criteria against which financial institutions have been assessed.

Overall forest policy 45
Policy strength 35
Monitoring, reporting and transparency 20
TOTAL 100




CHANGES TO THE ASSESSMENT METHODOLOGY

The methodology has been reviewed by sector experts and the following questions have been refined or added to
capture current thinking as to the policies that should be expected of financial institutions investing in or lending to
companies involved in agricultural commodity supply chains.

m ORIGINAL INDICATOR

1.8

The financial institution has an ethical product
in its portfolio (such as an ethical investment
fund) that takes into account environmental
criteria, or the company invests in or lends to
environmentally sustainable projects

CHANGE TO INDICATOR NEW INDICTOR (IF APPROPRIATE)

Original indicator removed and replaced
with new indicator that is directly relevant
to deforestation and agricultural
commodities.

The financial institution has developed
an innovative product/service designed
to help address environmental and/or
social issues related to forest risk
commodities?

Guidance

For example, does the financial
institution offer discounted finance
products for certified commodities that
incentivises production and
procurement of sustainable products?

25

NEW QUESTION

NEW QUESTION ADDED — points of
other questions in the section reduced in
weighting to allow inclusion.

Downstream clients or investees are
required to take steps to improve
transparency and traceability
throughout their value chains, including
at the smallholder level, to ensure the
integrity of their claims regarding
sourcing sustainable commodities.

Guidance

3.2

The investor has specific procedures to ensure
new investment or lendings are properly vetted
against its sustainability policy and the
procedures are either mandatory (i.e. hard
screen) for all new projects or more flexible (i.e
soft screen that incorporates investment size or
risk factors)

Explicit mention of whether the policies
apply to a subset of the agricultural
commodity supply chain or whether it
applies equally to both downstream and
upstream companies.

The financial institution has specific
procedures to ensure new investment
or lendings are vetted against its
sustainability policy and the
procedures apply to investments in all
companies or for a subset of
companies based on investment size,
risk factors, or position in supply chain.




OVERALL FOREST POLICY

NUMBER INDICATOR MAX. POINTS
11 The financial institution has made an overall zero deforestation pledge or a net zero deforestation pledge (not specific to commodities) 10
. Financial institutions must explicitly include statements that apply directly to their own activities. Some interpretation has been required where the terms ‘zero’ or Zero: 10 pts
Guidance . s . . . . . s . .
'zero net’ have not been used in relation to commitments, e.g. commitments to ‘eliminate’ deforestation have been interpreted as equal to zero net. Zero net: 8 pts
1.2 The financial institution has an overall sustainable investment/lending policy or criteria that includes environmental considerations 5
Guidance Being a member/signatory of responsible investment initiatives is insufficient to be awarded points unless the investor reiterates the environmental guidelines of Yes: 5 pts
these initiatives. A general description/definition of Environmental, Social and Governance (ESG) criteria is also insufficient. No: O pts
1.3 The financial institution has a specific sustainable investment or lending policy for paper, timber or pulp that applies to all of its lending and investments 5
Guidance Full points are awarded if a financial institution has a policy to only invest in or lend to sustainably managed commodity operations; if it has a policy with the goal of Yes: 5 pts
reducing deforestation from such a commodity; or if it has an overarching sustainability policy that clearly implies the inclusion of the specific commodity. No: O pts
1.4 The financial institution has a specific sustainable investment or lending policy for soya that applies to all of its lending and investments 5
R Yes: 5 pts
Guidance As above. No: 0 pts
1.5 The financial institution has a specific sustainable investment or lending policy for beef and/or leather that applies to all of its lending and investments 5
. Yes: 5 pts
Guidance As above. No: 0 pts
1.6 The financial institution has a specific sustainable investment or lending policy for palm oil that applies to all of its lending and investments 5




Guidance

17

Guidance

1.8

Guidance

As above.

The financial institution has a specific sustainable procurement policy for its own operations that includes at least paper/packaging

The financial institution must have procurement policies at least for paper and/or packaging, e.g. using recycled paper, reducing paper and/or sourcing sustainable
paper. Points are not awarded for policies to recycle office paper, paper used in operations, or packaging, as this does not address issues related to the origin of the

paper.

The financial institution has developed an innovative product/service designed to help address environmental and/or social issues related to forest risk commodities?

Points are awarded if the financial institution publicly discloses a description of the innovative product/service and how it will bring about a shift towards
certified/sustainable commodity production. i.e. The financial institution offers discounted finance products for certified commodities that incentivises production and
procurement of sustainable products.

Yes: 5 pts
No: O pts

Yes: 5 pts
No: O pts

Yes: 5 pts
No: O pts



POLICY STRENGTH

m INDICATOR MAX. POINTS

241 The overall environmental sustainability policies or the commodity specific policies are compulsory or recommendations 10
Guidance No additional guidance. compulsory: 10. pts
Recommendations: 5 pts

2.2 The investor either requires or encourages companies that it invests in or lends to seek sustainability certification overall or for high risk commodities 10
To be awarded points, the investor must require or encourage certification by a credible certification scheme. Credible certification schemes are understood as multi-

Guidance stakeholder global certification schemes that include civil society in decision-making and exclude the production of commodities from intact forest landscapes, high Requires: 10 pts
conservation value areas, primary forests and/or tropical natural forests, namely FSC, RTRS, RSPO and SAN/Rainforest Alliance. No points are awarded if certification Encourages: 5 pts
is only requested or required where activities occur in particularly sensitive areas such as High Conservation Value Landscapes.

The sustainable investment/lending policy excludes or recommends against investments/lending in projects or companies that source, trade or manufacture products

2.3 originating from intact forest landscapes, high conservation value areas, primary forests and/or tropical natural forests - either as a general policy or for specific 10
commodity policies

Guidance No additional guidance. Excludes: 10 pts

Recommends: 5 pts
The sustainable investment/lending policy or commodity specific policy includes a requirement or encouragement for a process for Free, Prior and Informed Consent

2.4 (FPIC), or a similar stakeholder engagement process that addresses the rights of indigenous people and/or communities for minimising social impacts for new 10

investments
. This could be a provision for FPIC or a similar process of stakeholder engagement for minimising negative social impacts and should apply for at least one of the Yes: 10 pts

Guidance o X ] . ) e . . X s
commodities for which there is a policy, for the overall sustainability policy or for general lending and investment criteria. No: O pts

25 Downstream clients or investees are required to take steps to improve traceability throughout their value chains, including at the smallholder level, to ensure the 10

’ integrity of their claims regarding sourcing sustainable commodities.

Guidance Traceability is defined as the ability to follow a product back to producer and is considered to be a precursor for the ability to purchase sustainably produced Yes: 10 pts

commodities. Financial institutions are expected to require traceability back to one step removed from production (i.e. palm oil mill, slaughterhouse, crushing facility) No: O pts




MONITORING, REPORTING AND TRANSPARENCY

NUMBER INDICATOR MAX. POINTS
31 The financial institution publicly discloses its progress against its sustainability policy or policies for specific commodities, for example by reporting against milestones 5
’ and on the number or percentage of investments or lendings where policies have been applied
This indicator focuses on investments and lending activities, not on the operations of the investor. Progress can be communicated against timelines (e.g. years), a General- 5 pts
Guidance specific target (e.g. percentage) or milestone, or by reporting on the number or percentage of investments where the policy applies. Half points are given if the . OPp
L > . Ethical products: 2.5 pts
reporting is done only for ethical products or projects.
32 The financial institution has specific procedures to ensure new investment or lendings are vetted against its sustainability policy and the procedures apply to 10
: investments in all companies or for a subset of companies based on investment size, risk factors, or position in supply chain.
This indicator focuses on whether a company has internal procedures to assess new investments or lending activities against their sustainability policies. Full points .
R . Y . . . . . . . X All financing: 10 pts
Guidance are given where the criteria are included in every investment or business lending decision. Half points are awarded for where procedures only apply to investments Subset- 5 pts
over a certain value or to a subset of companies based on risk factors (i.e only upstream companies). 2P
33 The investor has specific procedures to monitor investments against its sustainability policy on an ongoing basis 5
Guidance This indicator addresses whether an investor has procedures internally that allow for the monitoring of investment performance against sustainability policies. It is not Yes: 10 pts
about public disclosure or reporting but about the existence of monitoring procedures. No: O pts
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