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A new market in nature credits
needs the best possible start

The Biodiversity Credit Alliance (BCA) exists to provide guidance for the formulation of a
credible and scalable biodiversity credit market that stands up to the scrutiny of multiple
market participants. Key among them are Indigenous Peoples and Local Communities who live
at the frontline of the nature crisis, and are represented on BCAs Communities Advisory Panel
(CAP). Together we are working to ensure strong foundations and principles exist and can be
applied by all entrants to the market.

Our Mission




How this BCA Issue Paper
was produced

BCA Issue Papers are developed to provide background, analysis and research on key topics
relevant to the formulation of a market in biodiversity credits. BCA Issue Papers are led by

a member of the BCA Task Force and co-created by a dedicated working group. The working
group members are comprised predominantly of the BCA Task Force, Communities Advisory
Panel and BCA Forum.

The BCA Definition Working Group included the following institutions (and their
representatives): rePLANET (Tim Coles and Dan Exton), EKOS (Sean Weaver), Terrasos
(Mariana Sarmiento), ValueNature (Simon Morgan), CreditNature (Paul Jepson), and
was coordinated by the BCA Secretariat (Gaurav Gupta). The working group developed
a first version of the paper, which due to a wide diversity of legitimate perspectives,

did not initially lead to consensus on the definition of a biodiversity credit. The paper
subsequently went through a second round of discussions and another review process.
As a result of ongoing challenges in reaching consensus, Terrasos, represented by
Mariana Sarmiento, and the Environmental Policy Innovation Center, represented by
Timothy Male, volunteered to co-lead the effort to collate the different perspectives
and produce a second consolidated version of the document. The co-leads had detailed
consultations with the following institutions (and their representatives): Conservation
International (Erika Korosi), EKOS (Sean Weaver), Pivotal (Zoe Balmforth), and Pollination
(Laura Waterford). BCA thanks the working groups for their invaluable inputs during the
development of the paper.

This issue paper was reviewed by and benefited from numerous contributions from the BCA
Task Force, Communities Advisory Panel and Forum.
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Disclaimer and feedback

This issue paper proposes a definition of a biodiversity credit, based on extensive
consultation with BCA Task Force, Communities Advisory Panel and BCA Forum members.
As experience is gained in the biodiversity credit market some aspects of this definition
may be revised, or clarified. Other BCA Working Groups may provide additional important
elements of the conceptual framework around biodiversity credits that will serve to further
anchor and contextualize the proposed definition.

Any feedback should be shared with Tim Male, tmale@policyinnovation.org (BCA Task
Force Member); Mariana Sarmiento, mariana.sarmiento@terrasos.co (BCA Task Force
Member); Josh Brann, joshua.brann@undp.org (BCA Technical Coordinator); and Manesh
Lacoul, manesh.lacoul@undp.org (BCA Global Coordinator) as representatives of the
BCA Task Force and the BCA Secretariat.




Introduction

The Biodiversity Credit Alliance (BCA) is a partnership facilitated by UNDP and UNEP Fl,
working to help steer the development of a credible and scalable biodiversity credit
market which is based on a framework of high-level, science-based principles. In
alignment with global biodiversity priorities and goals, BCA aims to provide guidance

on the application of these principles and to encourage best practices for market
participants, empowering them to achieve biodiversity outcomes and maintain high
quality transactions. Biodiversity credits have been identified, and are increasingly being
piloted, as market-based mechanisms to accelerate private finance towards biodiversity
conservation. Biodiversity credits are intended to facilitate and accelerate conservation
actions and biodiversity outcomes.

In accordance, BCA considers a unified and inclusive definition of a biodiversity credit to
be important for the market. At the same time, BCA acknowledges that the definition of
a biodiversity credit must also be framed within a system of related definitions, principles,
and mechanisms that can be used to establish, manage, monitor, verify, exchange,

and make claims around credits. In this regard, the paper provides those involved in
biodiversity credit-related work a common set of definitions that forms a shared platform
upon which to build further. A number of terms most closely linked to the definition of
“biodiversity credit” itself, as well as those associated with the framework or system in
which biodiversity credits will be transacted, are included. Unresolved discussions on
specific topics and the associated trade-offs or risks associated with the resolution of
those issues are also included.

One of the purposes of BCAs work is to help biodiversity crediting avoid a “false start”
from crediting efforts or transactions that set out with the best of intentions yet end up
being criticized because they do not really succeed in helping biodiversity. Thus, as BCA
creates definitions and norms around biodiversity credits, it is with the aim of focusing

on the types of lower-risk credits, methodologies, and systems that are most likely to be
successful in the early years of biodiversity crediting. BCA recognizes that as participants
gain experience in crediting, confidence in the success of new types, methodologies and
systems will grow, with positive outcomes for nature, buyers and communities.




Objective

The objective of this issue paper is to present
a definition of “biodiversity credit” and the
associated definitions and terms based on
the BCA consultative process. This issue
paper reflects aspects on which there is
agreement, but also, aspects which represent
the wide diversity of legitimate perspectives
that exist given the early stage of the market.
It is important to note that the draft definition
and associated attributes do not do away
with the need for standards, methodologies,
and project design guidelines to provide more
granular analysis and guidance.



What is a biodiversity credit?

BCA proposes a simple and inclusive definition of “biodiversity credit™

A biodiversity credit is a certiZcate that represents a measured and
evidence-based unit of positive biodiversity outcome that is durable
and additional to what would have otherwise occurred.

This definition is dependent on there being a specific meaning of four other terms:

0 Biodiversity outcome

A “biodiversity outcome” is measured as the difference between the scenario with project
activities and without project activities, and because it is measured, it implies that the
credit represents an outcome that has already been demonstrated. How the positive
biodiversity outcome is typified rests upon the respective methodology. These outcomes
can be a mix of ecological and management outcomes. Broadly, a positive biodiversity
outcome is defined as:

A positive biodiversity outcome is an improvement in measures of
biodiversity,' a reduction in threats to biodiversity, or prevention of
an anticipated decline in measures of biodiversity.

!Biodiversity is defined as per the Convention on Biological Diversity.



In more detail, this can be achieved through activities that seek the following:

@

Uplift

The improvement in biodiversity from project interventions such as ecological restoration
indicated by the changed structure, composition, and function of the target ecosystem or
species populations, or reduction in threat measures.

Avoided loss

The prevention of decline in biodiversity resulting from project interventions such as
preservation or land designation indicated by the prevention of changed structure,
composition and function of the target ecosystem or species populations, or prevention
of increase in threat measures. Avoided loss projects will typically have demonstrable,
imminent threats to biodiversity.

®

Maintenance

The maintenance of intact biodiversity through project interventions such as
implementation of conservation management plans, effective recognition and protection
of Indigenous rights and customary uses aligned with conservation objectives,
conservation designations and sustainable financing of conservation, indicated by the
prevention of changed structure, composition and function of the target ecosystem

or species populations, or prevention of increase in threat. In maintenance projects,
biodiversity will be threatened by medium- or long-term threats.




9 Measured and evidence-based

Credit methodologies will always include a measure of geographic area. In addition,
methodologies must include multiple metrics of different aspects of biodiversity

that describe a habitat's condition, consisting of elements of structure, function, and
composition (e.g., different, distinct dimensions of diversity in taxonomic groups, or
habitat quality and structure). Some methodologies may also include one or more metrics
that measure threats.

While methodologies must be evidence-based, it is recognized that some level of
uncertainty is likely to remain an inherent factor, and “evidence-based” doesn't
necessarily mean demonstrated in the absolute. The use of multiple metrics will make
methodologies more accurate at characterizing biodiversity benefits of credits and is
necessary to ensure that project interventions aren’'t causing one aspect of biodiversity to
benefit while harming others.

BCA recognizes that markets will need different types of credits in accordance with

their buyers’ needs, and ecological, geographic, and social conditions. Different types of
credits include ones based on uplift in measures of biodiversity, avoided loss of habitat
quantities and qualities, or maintenance of intact habitat and ecosystems. Evidence that
can form the basis for selection of metrics can be based on conventionally peer-reviewed
scientific methods and/or traditional ecological knowledge, presenting an opportunity

to directly engage and partner with Indigenous Peoples and Local Communities. In any
case, credit methodologies should go through broad consultation with interested parties
and a public review process, and projects should go through a validation and verification
process conducted by independent third parties.

While buyers may want—and ecosystems may require—one or more metrics that are
specific or customized to a set of projects, there is also a need for at least some metrics
and measurements to be comparable between projects, because this will allow investors
to understand the different claims they can make regarding alternative investments

and allow validation and verification bodies to understand how various crediting
methodologies are performing.




A non-exclusive and non-exhaustive list of how the different credit types and the
activities that generate credits can be measured includes:

@

Uplift

= Quantified change in one or more measures of biodiversity (e.g., quantified measures
across a basket of underlying project-specific metrics, quantified measures in the
dominant characteristics of ecological integrity, quantified measures of species or
ecosystems of conservation or cultural importance); or

< Quantified measures of reduction in threats with evidence of a causative relationship
between threat risk reduction and biodiversity uplift.

00

Avoided loss or maintenance

< Quantified prevention of detrimental change in one or more measures of biodiversity
(e.g., quantified measures across a basket of underlying project-specific metrics,
quantified measures in the dominant characteristics of ecological integrity, quantified
measures of species or ecosystems of conservation or cultural importance);

= Quantified improvement in management effectiveness with evidence of a causative
relationship between improved management effectiveness and biodiversity
maintenance; or

e Quantified measures of reduction in demonstrable, imminent threats with evidence of
a causative relationship between threat risk reduction and avoided loss of biodiversity.

® Durability

Durability refers to the quality of the credits which relate to the period for which the
positive biodiversity outcomes of a project are maintained without being reversed. BCAs
proposed definition of “durability” is:

Durability means the ability of a project to ensure that biodiversity
outcomes on which credits are based are likely to endure for an
extended period.







Agreements to maintain biodiversity credits and use-restrictions on land or water that
support those agreements should aim for protections that last for as long as legal
structures like easements or designations allow. At minimum, biodiversity credits should
be durable for 20 years and buyers should always have clarity and evidence on the
mechanisms which provide that durability.

@ ~dditionality

Biodiversity credits should only be awarded to project interventions where biodiversity
outcomes are additional to those that otherwise would occur without the project
intervention and revenue from the monetization of the biodiversity credits. Projects
seeking to issue biodiversity credits must quantitatively and qualitatively demonstrate
that the positive biodiversity outcomes would not be achieved without the project and
anticipated biodiversity credit revenues. The appropriate approach to demonstrating
this must be provided in credit methodologies. “Additionality” for biodiversity crediting is
defined as:

Additionality means a requirement that credits can only be assigned
to biodiversity outcomes that are attributable to the project
Intervention, and would not have otherwise happened.

Any assessment of project additionality should consider baseline conditions compared to
the biodiversity outcomes of the project. Issues related to avoidance of potential double-
counting must be considered and addressed. Project additionality may vary greatly, even
across similar types of interventions. For example, threats to biodiversity are not the
same in countries with strong institutional and governance frameworks as in countries
where environmental regulations barely exist.

The purpose of the financial additionality requirement is to ensure that the buyer

of biodiversity credits can be confident that they are helping to cause the project
intervention with their money. If credits are granted for maintenance activities

within public conservation areas, it must be demonstrated that revenue from the

sale of biodiversity credits will not undermine the government’s responsibility to
finance biodiversity conservation (i.e., must be additional to government financial
responsibilities). Therefore, crediting methodologies should consider the variations

in regional, institutional, and economic contexts in any baseline. In the next section,
“Issues for further discussion”, the paper raises several important points regarding how
additionality can be assessed depending on types of project activity.




Issues for further discussion

Biodiversity credits cannot exist outside of a credit framework or system which
determines whether and how they can be used. Some of the key principles that are part
of any biodiversity credit system include:

]
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Governance of
claims buyers can
make for their
impact.

Transparency

(third party validation of

crediting methodologies,
third party verification of the
delivery of project benefits,

the issuance, tracking

and cancellation of digital

biodiversity credits in digital
registries).

5

Trading
rules.

o)

L |

Legal recognition
(contract law,

common law,
commodity law, etc.)

All these issues require further discussion among BCA members and by other market
participants.

The following are a series of issues that are unresolved by the definitions proposed in
this paper, even though they are related to those definitions. These issues should be
considered by market participants as they may have repercussions on what types of
ecosystems, projects and communities get rewarded by biodiversity markets, including
issues to be addressed by specific methodologies. The considerations for each one of
them are presented below.



|s there any evolving consensus on how to determine
additionality for maintenance projects?

BCA acknowledges the importance of biodiversity credits for maintenance of
interventions aimed at preventing threats to intact ecosystems and supporting local
communities that depend on these landscapes.

The maintenance of biodiversity within a project site is a viable form of avoided loss
intervention, particularly when the site is home to species or ecosystems of conservation
significance and where this ecosystem will degrade if not maintained or threats are not
continually averted. For example, some maintenance scenarios are highly dependent

on fostering and adjusting economic incentives within threatened ecosystems.
Biodiversity credits can help ensure that ecosystem-dependent communities have
sustainable livelihoods, thereby allowing them to continue preserving and enhancing
these ecosystems. This enables biodiversity credits to fund the conservation opportunity
costs for such communities, together with on-going conservation management costs,
including monitoring for threat events, and prevention of threat events. In such cases,
the additionality criteria elaborated in the above definition must demonstrate that the
ecosystem is not able to be maintained without interventions that require a new source
of financing and that this new source of financing needs to be sustainable (i.e., on-going
for the entire project period). For public conservation areas, it must be demonstrated that
revenue from the sale of biodiversity credits is additional to—and would not undermine—
the government’s obligation to finance biodiversity conservation.

Mechanisms that might enable sustainable conservation and effective management and
contribute to the documentation of additionality may include conservation management
plans, legal recognition and protection of Indigenous rights, customary practices aligned
with conservation objectives, legal conservation designations, and sustainable financing
before the crediting period concludes. This may be particularly relevant for privately
managed and community-based protected areas (e.g., OECMs) that are not under the
jurisdiction of a national government.




@ How can additionality be determined?

Considering the discussion above, below is a non-exhaustive list of options that may work
for determining additionality based on different activity types within projects seeking

to issue biodiversity credits. In many cases, additionality must be determined based on
more than one of the options below. For example, evidence of financial additionality side
by side with designation of a site. The restoration or protection of sites on which habitat
has been damaged or destroyed (e.qg., forest clearing), or legal protections (i.e., de-
gazetting) have been removed within the past five years or a similar period, should not

be considered additional because of risks that this could perversely incentivize more of
those initial, harmful actions to biodiversity.

@

Uplift
Additionality under uplift could be assessed based on:

= Ecological restoration, habitat enhancement, exotic/invasive species removal or
species management that would not have otherwise occurred without the project.

Avoided loss

Additionality under avoided loss could be assessed based on a combination of the
following:

= Areference site with clear justification of the similarity between the project site and
reference site in terms of ecological integrity.

= Areference scenario based on the project site and its surroundings that clearly
demonstrates what biodiversity loss at the project site is most likely to happen in the
absence of the project.

= Short term threats at the project site being imminent and unquestionable, and
justifying conservation actions.

- Effective recognition and protection of Indigenous rights and customary uses aligned
to conservation objectives.

= Evidence of financial additionality whereby new finance is not simply displacing
previous public or private finance.

= Improved governance and management effectiveness of the project site including the
creation of endowments for ensuring durability.




Designation of project sites for conservation, for example, through the incorporation
of the project site into the national protected and conserved area system or through
land use restrictions, which may either provide durability benefits or additionality
benefits. It is very difficult to distinguish between site designations that happen for
other reasons (for example, a country's commitment to 30 x 30 goals).

Successful challenges to land and resource use-related decrees or regulations,
permits, licenses, or concessions.

®

Maintenance / threat reduction

Additionality under maintenance / threat reduction could be assessed based on:

A reference site with clear justification of the similarity between the project site and
reference site in terms of ecological integrity and threat profile.

A reference scenario based on the project site and its surroundings that clearly
demonstrates what biodiversity loss at the project site is most likely to happen in the
absence of the project.

Medium term threats at the project site being unquestionable and justifying
conservation actions.

Designation of the project site for conservation, for example, through the
incorporation of the project site into the national protected and conserved area
system or through land use restrictions.

Effective recognition and protection of Indigenous rights and customary uses aligned
to conservation objectives.

Improved governance and management effectiveness of the project site including the
creation of endowments for ensuring durability.




G When is it appropriate to base biodiversity credits on
outcomes related to activities or interventions rather
than on measurement of biodiversity impacts?

In an ideal world, crediting methodologies might all be based on measurement of change
in biodiversity. In many ecosystems and projects, measurement of biodiversity change will
be possible, for example, because some of the changes happen rapidly. However, in other
ecosystems or situations, it is simply not practical to wait for all biodiversity outcomes

to be achieved to award credits, particularly if one of the goals of biodiversity credit
markets is to accelerate finance into conservation activities. Some ecosystems may take
100 years or more for biodiversity to change in response to restoration or management
activities (e.g., Arctic or desert ecosystems). As a result of this, some proposed
methodologies are based on evidence of removal of a threat, or biodiversity conservation
management interventions that are based on a plausible and validated “theory of change”
incorporated into an intervention logic model. Other proposed methodologies are based
on measurement of physical conditions of habitat (e.g., pH of water or absence of soil
erosion) that support biodiversity. These approaches pose the risk of inaccurately
measuring biodiversity, since biodiversity may not respond to either threat reduction or
changing physical conditions, for reasons beyond the control of the project. However,
such approaches are more likely to be measurable in a timespan relevant to finance in
some specific contexts. Ultimately, biodiversity crediting needs a governance system that
creates a set of enforced rules on when it's appropriate to use activity- and intervention-
based metrics.

While BCA is not currently able to provide one recommendation or definition that creates
rules for the use of different crediting methodologies, the following principles that try to
balance the tradeoffs among these approaches can be proposed:

g Measurement of changes in biodiversity are more likely to accurately and

2y, precisely match the technical goals and purpose of biodiversity crediting, and
should be preferred unless they are difficult to measure or slow to achieve, or
especially subject to annual or other temporal variation that creates uncertainty
around the appropriate crediting for a project.

09 Methodologies that use indicators of threat reduction or physical habitat

Q condition in issuing credit numbers are more likely to accurately assess
biodiversity conditions and be trustworthy to buyers, if those methodologies
and the credits sold under them also include at least some measurement of

changes in biodiversity.




Measures of threat reduction are more likely to be useful in crediting when there
@ is a strong scientific evidence base (i.e., demonstrated causal relationship)

with which to associate a quantitative change in biodiversity with a quantitative

change in threat or physical measures. The weaker the scientific evidence for a

causal or correlative relationship, the more questionable these measures are as

a basis for issuing credits.

Finally, it is worth noting that the biodiversity credit market will have to evolve in a context
where availability of data will be asymmetric between countries and regions of the world,
but this should not be a barrier to market access. Methodologies need to account for this.
Regardless, investment in public data sources that support biodiversity credit markets is
essential to secure an equitable and fair market.

18



Glossary of terms

Biodiversity

The variability among living organisms from all sources, including,
inter alia, terrestrial, marine, and other aquatic ecosystems and the
ecological complexes of which they are part; this includes diversity
within species, between species and of ecosystems. (Convention
on Biological Diversity, 1992)

Ecosystem

A dynamic complex of plant, animal and micro-organism
communities and their non-living environment interacting as a
functional unit. (Convention on Biological Diversity, 1992)

Population

A group of individuals of the same species living and interbreeding
within a given area. (Tarsi & Tuff, 2012)

Ecological
integrity

Ecological integrity is defined as the system’s capacity to maintain
structure and ecosystem functions using processes and elements
characteristic for its ecoregion. (Dorren et al. 2004)

Project

A project, in the context of biodiversity credits, refers to a set of
deliberate activities and interventions, along with the funding and
other resources necessary to implement them, that aim to protect,
enhance, or restore biodiversity and ecosystem services within a
specified area and within a specified time.

Indigenous
Peoples

Indigenous Peoples are inheritors and practitioners of unique
cultures and ways of relating to people and the environment, and
have retained social, cultural, economic and political characteristics
that are distinct from those of the dominant societies in which

they live. The UN Declaration on the Rights of Indigenous Peoples
does not include a definition of Indigenous Peoples and self-
identification as Indigenous is considered a fundamental criterion.
(United Nations Department of Environmental and Social Affairs)

Local
Communities

A human population with a clearly defined spatial identity, with
members who are interacting with their environment in localized,
physically proximate ways, and are small enough to enable face-
to-face interactions amongst all members. Such communities may
be long-standing (‘traditional’) or relatively new and may consist
of single or multiple ethnic identities. (Convention on Biological
Diversity, 2012)




Indigenous
Peoples and Local
Communities
Conserved
Territories and
Areas (ICCAs)

Natural and/or modified ecosystems containing significant
biodiversity values and ecological services, voluntarily conserved
by (sedentary and mobile) Indigenous and local communities,
through customary laws or other effective means. (World Parks
Congress, 2003)

Indigenous rights

Indigenous Peoples’ human rights are protected by a multitude
of instruments, declarations, jurisprudence and authoritative
interpretations developed by international and regional human
rights mechanisms. Those rights are most clearly articulated
through The UN Declaration on the Rights of Indigenous Peoples
(UNDRIP) which expresses and reflects legal commitments under
the Charter of the United Nations, as well as treaties, judicial
decisions, principles and customary international law. (Expert
Mechanism on the Rights of Indigenous Peoples, 2017)




Appendix 1
Acronyms

BCA Biodiversity Credit Alliance

CAP Communities Advisory Panel

CBD COP 15 Fifteenth meeting of the Conference of the Parties to the
Convention on Biological Diversity

ICCAs Indigenous and Community Conserved Areas

IUCN International Union for Conservation of Nature

OECMs Other Effective Area-based Conservation Methods

SIDA Swedish International Development Cooperation Agency

UNDP United Nations Development Programme

UNEP FI United Nations Environment Programme Finance Initiative

UN DESA United Nations Department of Environmental and Social Affairs

UNDRIP United Nations Declaration on the Rights of Indigenous People

WEF World Economic Forum
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