www.pwc.com/sustainability

Sustalinable Forest
Initiative
Annual Conference

Malcolm
Preston

October 2015







The big debate
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Global CEOs are increasingly concerned about the

risks from natural capital
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| Agriculture and forestry — Top of the impact list

Value of environmental impacts
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CEOs believe business should do more than make
a profit

CEOs believe satisfying societal needs (beyond these of investors, customers and
employees) and protecting the interests of future generations, is important.

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Base: all respondents (1,344)
Source: PwC'’s 17t Annual CEO Survey
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The public believe business should do more than

make a profit, too

Leading the Debate for Change

sinca we began this study in 2001. This can be atiributed to a continued desiruction of trustin g
that bagan in 2011, and a steady risa in belief in business sinca its nadir in 2008. In neary haf of tha
wa survayad, thers is a gap of more tham 20 points. In a few naticns, the divide & as much as 40 ¢
is a profound avaltion in the landscapa of trust from 2009 where business had to partner with gown
regain trust, to today, whans business must lead tha debate for changa.

Mow it is business' tum to ascend the “t
[or “soapbos” in UK parlance). Business hazs
tnuzst from the orisis period because it is sear
made demonsirable stridss in transparar
chain and product quality. Our ressarch sh
thema now i an opportunity for busness 1
casa for changs, as 79 percent belave busin

_ Busness may interpret this as the moment to push
. for daregulation. as it did a decade ago. That would

‘ A be a monumental emor in judgmant. Owr ressarch
indicates areputation hangover for business from the

Great Racession of 2008. Evantz of tha past 12 months, including a record
fine of 13 billion for J.F: Morgan on the sala of troubled morigage securities,
tha largest evar bankrupicy in Latin America with the failure of Eike Balisia’s

The 2014 Edeiman Trust Barometar shows the largest aver gap batween tnest in business and government

Eighty-four percent of respondents
believe that business can pursue its
self-interest while doing good work
for society.

EBX deap-watar oil drling firm and food scandals involving antibicotics in the
poulny in China, have renewed concerms about business' abilty to sef-regulate.

Tha result is a continuing demand for govemment oversight; B4 parcant of
Chinesa respondents believe thera is too litle regulation of its food indusiny,
while by a fve-to-one mangin thoss in UK, Ireland and Spainwant morne ragu-
lation of firancial servicas.

It has ganerally fallen to governmient leadars to establish the context for X
tomald public santiment, then through lsgislative or reguiatony process cragle
tha ndas of the game. Former LS. President Teddy Rocsavelt said a goyBm-
mant leadar had a “bully puipit”™ or an unparalisled platfiorm to educate ffte:
“bully” in his day meant wondarful or supsarb).

But today, govermment lacks the long-tarm thinking and popular support to

kmian 1 iInwith innostinn that is nrees-hnrder cominkss: and reonjidnn findamean-
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believe that business can pursue its
self-interest while doing good work

b imvolved in formulating reguiation i such industriss
as anengy and food, whils a majonty fesls government
cannot go it alona. Eighty-fiour percent of respondants
believe that business can pursue its self-interest while
doing good work for society. This is, in fact, the i
censa to ksad, beyond the legal construct of icense
10 o o 5 mizigting change.

Eighty-four percent of respondents

for society.

Source: 2014 Edelman Trust
Barometer, base of 27,000
responders in general population
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And governments are pretty busy, too

The road to dignity by 2030: ending poverty, transforming all lives and
protecting the planet.

C ‘{V. United Nations December 2015 - Paris
Framework Convention on UN Climate Change Conference

Climate Change COP21 . CMP11

g“"; September 2015
= = THE GI-UBAI- GUAI-S UN General Assembly
"““ For Sustainable Development
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17 Sustainable Development Goals

(1] ERD G0OD HEALTH QUALITY GENDER GLEAN WATER
POVERTY HUNGER AND WELL-BEING EDUCATION EQUALITY AND SANITATION

Tl

DEGENT WORK AND INDUSTRY. INNOVATION 1 0 REDUCED 1 SUSTAINABLE CITIES 12 RESPONSIBLE 1 3 GLIMATE
ECONOMIG GROWTH AND INFRASTRUGTURE INEQUALITIES AND COMMUNITIES GONSUMPTION ACTION
AND PRODUCTION

N:18

= 169 targets
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' Sustainable Development Goal 15 ...

1

Sustainable Development target 15.2
By 2020, promote the implementation of
sustainable management of all types
of forests, halt deforestation, restore
degraded forests, and increase
afforestation and reforestation by x%
globally

Sustainable Forest Initiative
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LIFE
ON LAND

Sustainable Development target 15.b
Mobilise significantly resources from all
sources and at all levels to finance
sustainable forest management, and
provide adequate incentives to developing
countries to advance sustainable forest
management, including for conservation
and reforestation

October 2015
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" The Bonn Challenge

150 million hectares of deforested and Every minute of every day for the

degraded land to be restored by 2020, past 13 years, the world has lost an
area of forest the size of 50 soccer

fields. Much of it now has little
economic or ecological value.

possibly leading to $84 billion in
economic benefits annually and closing
the greenhouse gas ‘emissions gap’ by
one-fifth Primary forest area
decreased by 300 million

The Bonn Challenge has led the way for hectares since 1990, or an

new goals such as the New York Areallargerthan Argenting
Declaration on Forests, a non-legally Current net loss is equivalent
binding political declaration to cut to about 200 square

natural forest loss in half by 2020, kilometres lost each day.
and strive to end it by 2030 y
April 2015: 59.2 of 150 million

Sustainable Forest Initiative hectares from 11 commitments October 2015
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l -
Green infrastructure

Forests have a large role to play in green infrastructure and provide multiple potential benefits

Job creation

Land and property values
Local economic regeneration
Regeneration of previously

developed land
Tax benefits
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Social interaction, inclusion
and cohesion

Increased life expectancy

Improved levels of physical
activity and health

Improved psychological
health and mental well-being

Green
Infrastructure

Environmental

Heat amelioration Improving air quality Source: Forest Research ‘Benefits of
Reducing flood risk Improved biodiversity green infrastructure’ (2010)

Improving water quality Restoration of degraded
October 2015
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Valuation of a mangrove forest in Malaysia

Net present value of the sites

= Flood defence
= Fish Hatchery
il = Carbon Sink

UsD 350
« million

Aquaculture

Pulau
Kukup
USD 190 : ;
___million Tanjung

__w $670,000,000
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New York's $1 billion purchase of watersheds in the
Catskill Mountains

Eliminating
costs upwards
of $6 billion
plus annual

CatsléilllDelawaré’i
Witgrsheds

operating costs
for a filtration

Croton p I an t
Watershed

Source of New York City’s Drinking Water
New York City's surface water is supplied from a network
of 19 reservoirs and three confrolled lakes in a nearty 2,000
square-mile watershed, roughly the size of Delawars, that
extands 125 miles north and west of Mew York City. The
MNew York City Water Supply System (PWSID NYT7003493)
consists of three individual water supplies: the Catskill/
Delaware supply, located in Delaware, Greene, Schoha-
rie, Sullivan, and Ulster counties; the Croton supply. the
city's ariginal upstate supply, made up of 12 reservoir ba-
sins in Putnam, Wastchaster, and Dutchess counties; and
a groundwater supply in southeastern Queens. In 2040,
100% of the city’s drinking water cama from the Catskill/
Dedaware supply. Due to the city's ongoing efforts to main-
tain the appropriate volume and high quality of watar in
tha distribution system, thers is some rotation in the watar
sources used by DER

NEW YORK CITY
'WATER TUNNELS AND 3
DISTRIBUTION AREAS 3

Sustainable Fores
PwC
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Traceability of supply chains

The Board of The Consumer Goods Forum pledged to mobilise resources within their respective
businesses to help achieve zero net deforestation by 2020

The Board aim to achieve this through individual company initiatives and
working with key stakeholders.

\ Collaborations with stakeholders (including NGO'’s, development banks and

governments) will create funding mechanisms and other schemes to
incentivise/assist forested countries to conserve their natural assets whilst at
the same time meeting their goals for economic development.

The Consumer Goods

F 0 R U M Key commodities for responsible sourcing include:
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" The role of forestry in a changing world

Will you take control or be controlled?
What core competencies could you better exploit?
What new innovation will emerge?

How can forestry companies and industries (e.g. forestry
and agriculture) work together to reduce deforestation?

How will government be engaged with forest policy
commitments and investments?

What should partnerships between the private and
public sectors look like in the future?
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Thank you

Malcolm Preston

Global Leader, Sustainability and Climate Change
PwC UK Partner

E: malcolm.h.preston@uk.pwc.com
T: +44 (0)20 7213 2502

For more information, please visit:

. www.pwc.com/sustainability
www.pwec.co.uk/sustainability
http://www.pwc.com/gx/en/tax/newsletters/global-green-policy-insights/index.jhtml
Twitter @PwCclimateready & @malcolmhpreston

pwec.blogs.com/sustainability/
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This presentation has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members,
employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to
act, in reliance on the information contained in this publication or for any decision based on it.

© 2015 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to the UK member firm, and may sometimes refer to the PwC
network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.
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What is sustainability?

Why is it relevant and what opportunities does it present?

Private sector

Companies today are facing growing

sustainability pressure from many

angles:

e The need for transparency from stakeholders

e Consumer pressure

« Growing and changing risks to business
models and supply chains

* Increased competition for efficiency and
growth opportunities attained through access
to new products and markets

Sustalinable Forest Initiative
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Mutual
collaboration
and support

Public sector

Multi-lateral organisations, national and
sub-national governments are dealing
with sustainability issues on a variety of
fronts:

 International and national policy and
regulation

» Economic analysis and planning
e Tax policy and administration

+ International assistance and donor
fund management

* Monitoring and evaluation of existing policie
and programmes

» Public private partnerships

October 2015
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