e =1

P G

5 ~ 2 A X
[T N ;
l_ - % - s Fuh
A ! i
V. Y “ |
9 5
\
: . “E =
o k-
o]
e
5
&
" {
‘ .
Wt
D ]
+ s
g
: s =
-~ -




FSDA Expectations for Commercial and Investment Banks

All written materials, communications, surveys and
initiatives undertaken by IIGCC are designed solely

to support investors in understanding risks and
opportunities associated with climate change and

take action to address them. Our work is conducted

in accordance with all relevant laws, legislation, rules

and regulations including data protection, competition
laws and acting in concert rules. Participants in any
initiative will not be asked for and must not disclose or
exchange strategic or competitively sensitive information
or conduct themselves in any way that could restrict
competition between members or their investment
companies or result in members or the investment
companies acting in concert. These materials serve as

a guidance only and must not be used for competing
companies to reach anticompetitive agreements. IIGCC's
materials and services to members do not include
financial, legal or investment advice.

Participants in any initiative which are subject to legal

or regulatory regimes which prohibit or restrict the
disclosure of sensitive or confidential information or
material non-public information (e.g., issuers subject to
the EU Market Abuse Regulation) are solely responsible
for compliance with their obligations under such regimes,
including when determining whether information
pertaining to their organisation is subject to public
disclosure or other requirements.

This paper was developed in collaboration between
FSDA and IGCC, but does not necessarily represent the
views of their entire memberships, either individually or
collectively.

Acknowledgments

The development of these expectations has been
led by Kiran Sehra, Aviva Investors/Aviva and Lauren
Compere, Boston Common Asset Management,
along with Lucia Graham-Wood and Norah Berk at
IGCC, and with valuable contributions from Puninda
Thind and Tariro Bure, Climate Champions Team,
Sue Reid, Global Optimism, and Mahesh Roy, Callum
Sheehan and Sam Cornish, IGCC. Particular thanks
also to the FSDA Commercial Banks Sprint Team

members (JGP Asset Management, NEI Investments,
Robeco, Schroders, Storebrand Asset Management),

the FSDA Investor Strategic Working Group, all FSDA
signatories and IIGCC investor members involved

in the development of these expectations for

their valuable contributions to the content of this
publication.




Finance Sector Deforestation
Action (FSDA) Expectations for
Commercial and Investment Banks'

The Finance Sector Deforestation Action initiative
(FSDA) brings together 33 financial institutions?
who are using best efforts to eliminate agricultural
commodity-driven deforestation risks in their
investment and lending portfolios by 2025. In 2024,
FSDA appointed the Institutional Investors Group

on Climate Change (IIGCC) as Secretariat. These
expectations were developed by the FSDA and [IGCC
to support investor engagement with banks on
deforestation.

Forests are crucial for regulating the global climate
system. They hold a century’s worth of current
annual fossil fuel emissions.® Forests are also
home to 80% of the world’s terrestrial animal, plant
and insect species,* three quarters of the world’s
accessible freshwater® and directly support the
livelihoods of 1.6 billion people.® Despite their
importance, forests continue to be cleared to
produce agricultural commodities, infrastructure
and other extractive resources. Deforestation

and forest degradation currently account for
approximately 11% of carbon emissions.” The
continued fragmentation and loss of these
ecosystems could lead to catastrophic impacts for
the climate, biodiversity and humanity.®

Deforestation therefore poses a systemic risk®
for financial markets, and in order to keep 1.5°C
within reach,® the majority of commodity-driven
deforestation needs to be halted by 2025 and all
remaining land “conversion” eliminated by 2030."

Banks can be exposed to deforestation risks through
the financial services they provide to companies
that produce and/or utilize products contributing to
deforestation within their direct operations or value
chains. Banks that fail to address deforestation are
exposed to financial risk through various channels,
including physical risk, transition risk and systemic
risk? Nonetheless, banks are uniquely positioned
to tackle deforestation through engagement
across value chains, their financing decisions and
encouraging best practice and transparency among
clients. As shareholders in banks, investors have a
fiduciary duty to consider and manage the financial
risks associated with deforestation.

With the adoption of the

(GBF) in 2022 and the
in 2023, countries around the world signalled a
strengthening of policy and regulatory frameworks to
combat deforestation; exemplified by the European
Union Deforestation Regulation. To achieve the
goals of the GBF and the Paris Agreement, it is
imperative that financial flows are directed towards
land-use practices that contribute to climate change
mitigation, biodiversity protection and sustainable
livelihoods as well as food security.

1. Note: FSDA intends to publish a supporting document on implementation guidance which will set out examples of good practice, (including on certifications and
further resources on client engagement), and guidance on priorities. This guidance is forthcoming.

2. These investors are subject to their own individual strategies, jurisdictional requirements and client mandates. See the for further
information on FSDA.
3. World Resources Institute, ,2022.
4. United Nations, .
5. World Wildlife Fund, , 2023.
6. International Union for Conservation of Nature Issues Brief, . 2021.
7. UNEPR, ,2021.
8. Flores, B. et al., , 2024,
9. Global Canopy, ,2023.
10. The 2015 Paris Goal to pursue efforts to limit the temperature increase to 1.5°C above pre-industrial level, , 2015.
11. The UN High-Level Expert Group on the net zero emissions commitments of non-state entities,
,2022.
12. ,p.32023

13. The identified halting and reversing deforestation by 2030 as integral to achieving the temperature goal of the Paris Agreement.

This document sets out investor expectations
for banks on eliminating commodity-driven
deforestation, conversion and associated human
rights abuses in their lending and investment
practices. It builds from the general

and covers: (1) allof a
bank’s non-consumer financing lines Ideally banks
should begin with their most material and impactful
activities and expand coverage from there. For many
banks this is likely to start with project finance and
corporate lending. (2) All forest-risk agricultural
commodities that are understood to be tied to the
most significant deforestation impacts (palm oil,
soya, beef and leather, pulp and paper),®*and where
the bank has material exposure to such commodities,
either directly or via financing the supply chain. (3)
Direct operations of financed clients and all relevant
upstream and downstream activities in their value
chains/'®

We acknowledge that each bank’s ability to meet
these expectations will depend on the legal and
regulatory environments in which they operate and
their individual circumstances and commitments,
and these expectations should not be seen as
prescriptive for all banks or all situations. The
intention of these expectations is to set out global
best practice, and considerable effort will be required
on the part of banks to meet them. Emerging market
and developing economy (EMDE) banks are also
crucial to achieving global sustainability goals, and
investors welcome the opportunity to engage

with these banks on these expectations. As EMDE
banks implement these expectations, it may be
pragmatic to adopt a stepwise approach, starting
with a focus on the most material activities. This
will be different for each bank, but might begin, for
example, with a focus on project finance activities,
followed by corporate lending and then remaining
banking activities such as investment services,
cash management and advisory services. Investors
also recommend that banks generally disclose how
they are joining relevant initiatives to improve their
alignment with sustainable development goals,
and thereby improve their chances of attracting
institutional capital.

Commitments must be supported by robust actions
and policies to be considered meaningful. Net-zero
targets will be out of reach and exposure to financial
risk increases unless deforestation is urgently
halted and reversed. Banks should also ensure
deforestation policies complement and align with
their individual net zero commitments, especially as
it relates to decarbonisation targets for high-impact
sectors where issues of deforestation and climate
overlap”. Finally, banks’ expectations of clients and
associated policies should be periodically reviewed,
at aminimum every 2 years.

14. The bank’s entire non-consumer financing activities should be included (on- and off-balance sheet activities), including e.g. project finance, corporate lending,

business finance (trade finance), and capital markets.
15. Note: These commodities are in alignment with and

. We would encourage the inclusion of additional

commaodities covered by the EU Deforestation Regulation: coffee, cocoa and rubber if a bank is exposed.

16. The FSDA Expectations for Commercial and Investment Banks encourage alignment with the recommendations of the Taskforce on Nature-Related Financial
Disclosures (TNFD) on prioritising nature-related dependencies, impacts, risks and opportunities across direct operations and related upstream and downstream

activities, and the International Sustainability Standards Board (ISSB) as guidance moves towards and

the global baseline for sustainability disclosures.

are broughtinto

17.The sets out potential mechanisms for operationalising decarbonisation strategies, e.g. client engagement and exclusions.


https://climatechampions.unfccc.int/wp-content/uploads/2024/06/FSDA-Progress-Report-June-2024.pdf
https://research.wri.org/gfr/biodiversity-ecological-services-indicators/forest-carbon-stocks
https://www.un.org/sustainabledevelopment/biodiversity/
https://www.wwf.org.uk/learn/fascinating-facts/forests
https://www.iucn.org/sites/default/files/2022-04/forests_and_climate_change_issues_brief_2021.pdf
https://wedocs.unep.org/bitstream/handle/20.500.11822/35851/DF.pdf
https://www.nature.com/articles/s41586-023-06970-0
https://forest500.org/sites/default/files/forest_500-2023_annual_report.pdf
https://unfccc.int/sites/default/files/english_paris_agreement.pdf
https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
https://www.un.org/sites/un2.un.org/files/high-level_expert_group_n7b.pdf
https://tnfd.global/wp-content/uploads/2023/12/BNEF_Case-Studies_-Nature_Risk_When-bees-sting.pdf
https://unfccc.int/sites/default/files/resource/sb2023_09_adv.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/06/Why-net-zero-needs-zero-deforestation-now-June-2022.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/06/Why-net-zero-needs-zero-deforestation-now-June-2022.pdf
https://www.cbd.int/gbf
https://www.cbd.int/gbf
https://unfccc.int/cop28/outcomes
https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://racetozero.unfccc.int/wp-content/uploads/2021/11/DFF-Commitment-Letter-.pdf?_gl=1*1mdycfc*_gcl_aw*R0NMLjE3MjAzOTU5NjkuQ2owS0NRanctYWkwQmhEUEFSSXNBQjZobVA0UG80VEN5bGhSMmgzUFd5MXRPRzBnaTBZcHNrNUFjOGlfeWVEZXl3M0kzU0RYVTdIamZQSWFBdDNoRUFMd193Y0I.*_ga*MTQ2NDgzMDUzMi4xNzE3NTM4NDg4*_ga_7ZZWT14N79*MTcyMTA3Njk3OS43OS4xLjE3MjEwNzc1OTEuMC4wLjA.
https://guidance.globalcanopy.org/roadmap/
https://www.ifrs.org/news-and-events/news/2024/06/issb-delivers-further-harmonisation-of-the-sustainability-disclosure-landscape-new-work-plan/#:~:text=The%20ISSB%20has%20been%20a,boundaries%20not%20just%20climate%20change.
https://tnfd.global/tnfd-welcomes-the-issbs-decision-to-commence-work-on-nature-related-issues/
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%20resource%20uploads/IIGCC-Net-Zero-Standard-for-Banks-June-2023.pdf

FSDA Expectations for Commercial and Investment Banks .

Summary of Investor Expectations for Commercial and Investment Banks

For detailed implementation expectations see 5) Disclosure: Disclose the bank’s deforestation
pages 5-6 policies and publicly report progress on an annual
basis including across the following categories:
risk assessment; commitment and governance;
monitoring, engagement and compliance.

1) Risk assessment: Conduct a deforestation risk
assessment of exposure to commodity-driven
deforestation through its financing activities to
determine highest risk related to commodities,
sectors and regions.

2) Commitment and governance: Set a public
commitment to deforestation- and conversion-
free banking across all material non-consumer
financing activities,”® including all forest-risk
agricultural commodities and all operations and
geographies to which the bank has material risk
exposure,”® while ensuring human rights are
respected. The target date should be aligned with
the 2030 Global Stocktake goal, with best efforts
to eliminate deforestation caused by high-risk
commodities no later than the end of 2025.

3) Expectations of clients: Set expectations
of clients that encourage them to: establish
traceability, manage non-compliance, support
the economic inclusion of value chain actors
in deforestation-free production models, and
provide financial products to support clientsin
investing in innovative solutions.

4) Monitoring and compliance: Perform ongoing
due diligence on clients for deforestation
commitments, integrate monitoring systems into
existing bank processes, set expectations on
non-compliance engagement and escalations,
and require annual client reporting on
deforestation risk. Reporting requirements are
suggested across two categories (1) for financing
clients directly involved in upstream forest-risk
commaodities (2) for financing clients sourcing or
trading commodities.

18. See footnote 14
19. Based on the bank’s risk assessment results in 1) Risk Assessment by considering its exposure to high-risk commodities, sectors and regions.




Detailed Investor Implementation Expectations for Commercial and
Investment Banks

Risk assessment: Commitment and governance:

Expectations of clients:

Conduct a portfolio-wide risk assessment

on exposure to deforestation, conversion
and associated human rights abuses to
understand the overall risk profile.?® As part
of this risk assessment, banks should identify
high-risk regions and sectors and identify
priority forest-risk commodities.

Set a comprehensive public commitment to
deforestation- and conversion-free? banking
across all material non-consumer financing.??
This commitment should cover all forest-risk
agricultural commodities® and all operations
and geographies where the bank has material
risk exposure to such commodities, and

all of the client’s holdings across its entire

Encourage clients to make a public time-
bound deforestation commitment with an
accompanying plan? outlining how they will
engage with their value chain and establish
full traceability?® and compliance systems that
monitor and control deforestation, conversion,
and potential impacts on human rights across
value chains.

Provide financial products (e.g., sustainability
linked loans, support in structuring
sustainability linked bonds, or other financial
benefits® 3?) and advice to support clients in
investing in innovations® and transitioning

to deforestation- and conversion-free
production systems. Integrate learning into
new processes and scale what works.

Banks may choose to classify clients as high-,
medium- and low-risk to reflect both (1) the
scale of financing and investment, and (2)
the extent to which the client is exposed

to forest risk commodities and operating in
high-risk sectors and or regions, ideally with
consideration of how the client is managing
these risks.

value chain, while respecting human rights.?
The target date should align with the Global
Stocktake goal of halting and reversing
deforestation and conversion by 2030, and
best efforts to eliminate deforestation caused
by high-risk commodities no later than the end
of 2025, or as soon as possible.

Have explicit oversight for this commitment

at the board level and commit to sufficient
internal and external resources to integrate
this commitment throughout the organisation,
including a stakeholder engagement process
to implement at the group and subsidiary level.

Banks should also consider the absolute
deforestation riskimpact of the client’s
exposure within high-risk regions when
compared to overall deforestation within high-
risk regions.

Maintain and commit time and resources to
participate in collaborative actions within
industry, and with key stakeholders, and
governments to advance sustainability in
agriculture commodity financing, including
alignment of lobbying activities. Where
relevant, support work in production
landscapes?® to foster practices and initiatives
such as those that promote public availability
of deforestation data.

20. Including market access, policy, regulatory, reputational and physical risks as listed by
21. For definitions of key terms and additional guidance please refer to the

22. See footnote 14.

23. At a minimum palm oil, soya, beef and leather, pulp and paper in alignment with and , encouraging
inclusion of additional commodities covered by the EU Deforestation Regulation: coffee, cocoa, rubber.

24. Based on the bank’s risk assessment results in 1) RISK ASSESSMENT by considering its exposure to high-risk commodities, sectors and regions .

25. Including human rights associated with deforestation and in alignment with international norms, specifically: labour rights, gender rights, smallholder inclusion,
Free Prior and Informed Consent of relevant communities, the protection of customary rights to land, resources and territory of Indigenous peoples and local
communities, and zero tolerance of threats and violence against Forest, Land and Human Rights Defenders.

26. Forest Positive Coalition of Action, ,2022.

's definitions and guidance.

Encourage clients to test for the Free, Prior,
and Informed Consent (FPIC) of Indigenous
Peoples and local communities prior to
acquiring new interests in land or resources
and prior to new developments or expansions,
not proceeding with these operations unless
consent has been given.

Set clear expectations for clients to manage
non-compliance with clear processes, and
to maintain an effective, public grievance
mechanism? for their operations and value
chain to report issues with formalised
procedures for addressing complaintsin

a timely manner and providing fair and just
remedy.

Encourage clients to support the economic
inclusion of value chain actors in new
deforestation- and conversion-free production
models which are supported by - and do not
exclude - small rural producers, and local
suppliers.s°

27. For best practice guidance, see

28. Inalignment with the , , and the core principles of
traceability should include the origin of land where commodities are produced. This can feed into the bank’s risk assessment.

29. For definitions and additional guidance on grievance mechanisms please refer to the , see
, 2019.

30. E.g. following the guidance set out in the , 2023.

31.Inline with and illustrative KPIs registry, for example.

32. University of Cambridge Institute for Sustainability Leadership, ,2020.

33.E.g. agroforestry systems, regenerative agriculture, community-based land management. See
aresource.

full

as


https://guidance.globalcanopy.org/roadmap/
https://accountability-framework.org/
https://racetozero.unfccc.int/wp-content/uploads/2021/11/DFF-Commitment-Letter-.pdf?_gl=1*1mdycfc*_gcl_aw*R0NMLjE3MjAzOTU5NjkuQ2owS0NRanctYWkwQmhEUEFSSXNBQjZobVA0UG80VEN5bGhSMmgzUFd5MXRPRzBnaTBZcHNrNUFjOGlfeWVEZXl3M0kzU0RYVTdIamZQSWFBdDNoRUFMd193Y0I.*_ga*MTQ2NDgzMDUzMi4xNzE3NTM4NDg4*_ga_7ZZWT14N79*MTcyMTA3Njk3OS43OS4xLjE3MjEwNzc1OTEuMC4wLjA.
https://guidance.globalcanopy.org/roadmap/
https://www.theconsumergoodsforum.com/wp-content/uploads/2022/11/2022-FPC-Business-Case-for-Landscape-Engagement-Report.pdf
https://accountability-framework.org/use-the-accountability-framework/operational-guidance/#:~:text=The%20AFi's%20Operational%20Guidance%20documents,commitments%20and%20policies%20into%20practice.
https://tnfd.global/wp-content/uploads/2023/08/Guidance_on_the_identification_and_assessment_of_nature-related_Issues_The_TNFD_LEAP_approach_V1.1_October2023.pdf?v=1698403116
https://green-business.ec.europa.eu/deforestation-regulation-implementation/due-diligence_en
https://accountability-framework.org/issues/traceability/
https://accountability-framework.org/
https://accountability-framework.org/fileadmin/uploads/afi/Documents/Operational_Guidance/OG_Remediation_Access_Remedy-2020-5.pdf
https://accountability-framework.org/fileadmin/uploads/afi/Documents/Operational_Guidance/OG_Remediation_Access_Remedy-2020-5.pdf
https://accountability-framework.org/fileadmin/uploads/afi/Documents/Core_Principles/AFi_Core_Principles__April_2023__-_English__04-04-24_Amend_.pdf
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/sustainability-linked-bond-principles-slbp/
https://www.cisl.cam.ac.uk/system/files/documents/bankingbeyonddeforestation-cisl-jan2021.pdf
https://www.tropicalforestalliance.org/en/collective-action-agenda/finance/ifacc/

Monitoring and compliance:

Perform ongoing due diligence on clients for
compliance with the bank’s own commitment
to deforestation- and conversion-free
activities.®

Integrate both active and passive monitoring
systems into existing bank processes related
to client compliance with loan agreement
terms and covenants; and conduct new due
diligence as part of any new or renewed
funding.

Require annual client reporting on
deforestation risk as outlined in recommended
disclosures of the

(see simplified table in
Appendix).

If there is an incidence of non-compliance
with the bank’s deforestation policies

or expectations for clients, set clear
expectations of a timeline with corrective
action and remediation.

If terms continue to not be met, be transparent
about any escalation, including conditions on
future financing.

Disclosure - publicly report progress on an
annual basis®®:

Risk Assessment and Exposure

The bank’s approach to deforestation

risk management, how deforestation risk
is identified and monitored (including
methodology for determining materiality),
and the actions taken to mitigate such
risks.

A baseline sector-level materiality and
commodity-level exposure split by the
bank’s overall lending portfolio (%) over
the last 12 months.

A baseline sector-level materiality and
commaodity-level exposure split by the
percentage of capital markets issuance
over the last 12 months.

Commitment and Governance

The bank’s deforestation policies,
including requirements at the sector
or commodity level (for high-risk
commodities) and relevant client
expectations.

The bank’s involvement with initiatives to
eliminate deforestation and support more
sustainable, regenerative, and equitable
agriculture, and disclosure of lobbying
alignment.s®

34. Following the recommended actions in Phase 3 of the
35. Noting alignment with Cambridge Institute for Sustainability Leadership’s ' which concluded in 2020.

36. Inline with Convention on Biological Diversity's (CBD) which covers the of the CBD: 1) The conservation of biological diversity; 2)
The sustainable use of the components of biological diversity; 3) The fair and equitable sharing of the benefits arising out of the utilization of genetic resources

Monitoring/Engagement/Compliance

Percentage of clients that meet the
expectations of the bank’s deforestation
policies and methods for determining that
status, including through traceability to
regions of negligible risk, or full traceability
and monitoring of production units to
ensure no deforestation has taken place
since an appropriate cut-off date,’” % or
through certification schemes which

fulfil the relevant criteria for determining
deforestation-free status.34°

The bank’s approach for engaging and
escalating with cases of non-compliance.

The bank’s financing of new innovative
products and activities that conserve and
restore ecosystems with specific KPIs

to demonstrate progress at the project
level, with disclosure of how the bank has
conducted due diligence on the credibility
of these projects.

37. Suitable business-to-business supply chain control mechanisms may be used to pass along this information and ease company efforts in monitoring production
units, but it is incumbent on buyers to ensure that any such information is robust and reliable (See:

38. As defined by the Accountability Framework Initiative ( ): “Cutoff dates for deforestation should not be later
than 2020. A 2020 cutoff date aligns with global goals to halt deforestation, such as Target 15.2 of the United Nations Sustainable Development Goals. It also aligns with
cutoff dates used in regulatory mechanisms such as the EU Deforestation Regulation (EUDR) and voluntary mechanisms such as the Science Based Targets Network
(SBTN) land targets”.

39. For instance, several Asian banks with significant exposure to the plantation sector already disclose this.

40. Not all certification schemes assure deforestation-free status of volumes. Some schemes have criteria that prohibit deforestation after a stated cutoff date and
use a chain of custody model that links products to the site on which they were produced (See:

).


https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://guidance.globalcanopy.org/roadmap/phase-3/
https://www.cisl.cam.ac.uk/centres/centre-for-sustainable-finance/soft-commodities
https://www.cbd.int/ecosystem
https://www.cbd.int/intro
https://accountability-framework.org/news-events/news/deforestation-and-conversion-free-supply-chains-and-land-use-change-emissions-a-guide-to-aligning-corporate-targets-accounting-and-disclosure/
https://accountability-framework.org/news-events/news/deforestation-and-conversion-free-supply-chains-and-land-use-change-emissions-a-guide-to-aligning-corporate-targets-accounting-and-disclosure/
https://accountability-framework.org/fileadmin/uploads/afi/Documents/Operational_Guidance/AFi_Operational_Guidance_-_Cutoff_Dates__Sept_2023_.pdf
https://accountability-framework.org/news-events/news/deforestation-and-conversion-free-supply-chains-and-land-use-change-emissions-a-guide-to-aligning-corporate-targets-accounting-and-disclosure/
https://accountability-framework.org/news-events/news/deforestation-and-conversion-free-supply-chains-and-land-use-change-emissions-a-guide-to-aligning-corporate-targets-accounting-and-disclosure/
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https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf

FSDA Expectations for Commercial and Investment Banks / Appendix .

Simplified Version of FSDA Expectations for Companies

To guide annual client reporting to banks on their deforestation risk.

On your deforestation- and conversion-free commitment:

If financing clients directly involved in producing
forest-risk commodities, require clients to report:

Hectares of forest and/or other natural ecosystems
converted since an appropriate cut-off date on land
owned or managed by the company. And proportion
of the total hectares owned/leased/managed that
this represents.

Hectares of land owned/leased/managed for which
deforestation or conversion has not been assessed
or monitored, and proportion of total that this
represents*2.

Processes and action plans in place to improve
monitoring and reduce conversion, including the
use of community-level data.

If financing clients who source or trade
commodities, require clients to report:

For each commodity: volume of commodity, and
proportion of total commodity volume, which is
known to be deforestation/conversion-free, and
method for determining that status. Including
through certification, traceability to regions

of negligible risk, sourcing from suppliers with
suitable control mechanisms or full traceability and
monitoring of production units.

For each commodity: volume of commodity, and
proportion of total commodity volume, with
unknown deforestation/conversion risk.

Processes and action plans in place to improve
supply chain traceability and/or control for
volumes of unknown risk, including expectations of
suppliers, and engagement.

Activities planned for the next year in line with the action plan.

Activities to respect human rights and eliminate violations associated with deforestation.

Provide a summary of grievances that have been raised and the status or resolution of these grievances.

41. Using schemes that include criteria prohibiting deforestation after a stated cutoff date and use a chain of custody model that links products to the site on which
they were produced (See: Deforestation- and conversion-free supply chains and land use change emissions).

42. While not in the original FSDA Expectations for Companies, companies should also be encouraged to disclose the hectares of land owned/leased/managed that
potentially overlaps with customary land tenure.



https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://climatechampions.unfccc.int/wp-content/uploads/2022/09/FSDA-Investor-expectations-of-companies-16.09.2022.docx.pdf
https://accountability-framework.org/news-events/news/deforestation-and-conversion-free-supply-chains-and-land-use-change-emissions-a-guide-to-aligning-corporate-targets-accounting-and-disclosure/

