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1. Is there anything else that you believe governments could do to facilitate the
mobilization of additional private financing for nature?

Beth (Rand Merchant Bank): I believe there are well-established tax incentives for protected
area expansion. However, when it comes to the investment side and the returns on
conservation bonds, are there any tax incentives that could encourage greater investment?
From a sustainable finance perspective, regulations need to strike the right balance between
adding credibility and governance to these instruments and avoiding overregulation, which
might hinder participation in a nascent market. It's a delicate line to walk. For new
instruments or markets in the sustainable finance sector that haven't reached the level of the
developed world, how can we encourage corporate and investor participation without
overregulating too early?

Jessica (UNEP-FI): That's an excellent point on overregulation. For example, with the carbon
market, it may have been unregulated for too long, leading to an overresponse with
biodiversity credits. It's crucial to get the market right. On the topic of protected areas, we are
collaborating with the IUCN World Commission on Protected Areas Sustainable Finance
Working Group on a publication about financing target three. Our findings reveal that there
are many private finance tools applicable to protected areas that haven't been utilized yet
and could potentially benefit from existing sovereign finance modalities. Thank you, Beth. I'll
now open the floor for any additional questions.

2. Where do you see the most challenges and opportunities when trying to
facilitate and scale public-private finance solutions at the local level? What
opportunities do you foresee as you move forward in the next year, considering
what you have achieved so far and looking ahead in the next couple of years?

Alonso (UNDP BIOFIN): I think the biggest challenge right now is the institutionalization of
financial mechanisms. We are seeing carbon taxes and ecological taxes as the most
effective ones because they are related to changes in the law. So, we need to strive at the
local level to try to make these changes in the law, in regulations, in order for the financial
mechanisms to go along in the long term. That has been the biggest challenge, even though
there's a lot of innovation right now at the subnational level. Most of these ideas are coming
from the subnational level. We need to start working on the institutionalization of capacities,
regulations, and try to build regional approaches because it's different here in Mexico. Some
of these solutions are related to changes in the government, and that risk can be lowered
through regional approaches and also through the involvement and adoption of the private
sector. Some of the questions they normally ask us are, what is the best characteristic of a
trust fund or a financial mechanism? The best characteristic for sustainability is that the
general public is eager and has fully adopted these solutions. When the general public and
society look at these solutions and see the effect and impact they have on biodiversity and
their daily lives, then sustainability and adoption are strengthened.



3. There's good news coming out of Zambia around the 200 million green bond
issuance that just came through today. One of the early lessons is the issue of
first engaging in stakeholder mapping to really know who needs to be involved
in the different interventions.

Eva (UNDP): I think indeed we had great news from Krakow this week about the new green
bond in Zambia. And of course, even though this is a bond with the use of proceeds focused
on energy, it has very concrete biodiversity-positive outcomes for the redistribution of energy
use in the Zambian context, where there is a lot of deforestation going on due to the current
use of resources. Therefore, Bruno, I see you're back. I think we lost you at the very end. If
you want to come back and conclude your question, I was just mentioning how indeed the
bond in Zambia is still having very concrete biodiversity-positive outcomes.

4. Bruno: Keeping it to the basics in terms of providing awareness and capacity
building, is important before presenting any innovative instruments. It is very
important that we do kind of one-on-one support when we are engaging,
especially in the early phases.

Eva (UNDP): About the stakeholder engagement need at the country level, I know we
sometimes support the establishment of these financial mainstreaming working groups,
bringing together all the actors and really educating about the changes needed to redirect
finance to biodiversity. I know it's often one of the first steps, and we know these instruments
don't come all at once or very quickly; it takes time to build a sustainable framework. Indeed,
very timely today with the announcement of the Zambia bond. So we're very much looking
forward to seeing the results in the future. This is great.

5. Can you tell us a bit more about the current trends in biodiversity in China that
you see emerging from your private sector members? Where do you see the
most potential to unlock more finance opportunities?

Jessica (UNEP-FI): Absolutely. As mentioned, we will have a webinar on this and a
knowledge product coming out shortly. So that's part of the new Green Shoots series, and I'll
put the links in the chat. We are seeing a trend in fixed income products, which can be
themed for nature but in a typical structure with expected returns for the investor. That seems
to be something of great interest at the moment with quite a lot of funds going into that. Just
at COP 28, saw some support announced for broadening the availability of debt conversions.
We've had around 8 or 9 countries with debt-for-nature swaps, and now there's more
de-risking support, expecting a surge of a few dozen. Private equity and venture capital are
coming in earlier in the capital continuum for nature, playing a role in bringing projects to a
size or scale that becomes interesting for banks and investors. This addresses the pipeline
problem where nature projects are often considered too small for investment. Transition
finance is another trend, involving finance for purposes like real estate or infrastructure that
has a nature theme. There's also growing interest in indigenous-led conservation, particularly
in countries like Canada and New Zealand. The colleague from Mexico mentioned project
finance for permanence, which has proven successful in bringing stakeholders together to
support indigenous-led conservation. I'll provide the link for the upcoming webinar along with
previous recordings. This year, we focused on sovereign finance, and the previous year, we
concentrated on structuring innovations. It's now a series in its third year.



6. I want to know if the Biofin team has tried to develop guidelines to provide
support to the national biodiversity strategy and action plan (NBSAP) teams
responsible for updating the NBSAPs in each country. In the PowerPoint
presentation on Biofin shared by Bruno, there is information at the end on how
countries can integrate their biodiversity finance activities into their NBSAPs. I
have seen at least three deliverables, including expenditures and the
biodiversity finance plan. These are deliverables that should be included in the
updated NBSAP. I would like to know if there are guidelines developed
specifically to guide countries and ensure that biodiversity finance activities
are integrated into their updated infrastructure.

Onno (UNDP): That's a crucial question, and currently, we are in the process of developing a
brief guidance note on this matter. Please stay tuned for more details. However, I'd like to
highlight some key points. One significant insight from BIOFIN was gained through the
assessment of the previous generation of biodiversity finance plans. In many countries, a
common challenge was the absence of measurable and achievable targets for various
biodiversity goals, coupled with a lack of a robust results framework. Therefore, having a
well-developed results framework is essential to attract finance. The more specific,
achievable, and investable your ambitious actions are, the better. Another critical aspect is
carefully examining the full spectrum of the Global Biodiversity Framework (GBF), especially
the target related to repurposing subsidies and collaborating with the finance sector. This is a
crucial action point. Additionally, when incorporating any financing actions in your biodiversity
finance plan or elsewhere, it is beneficial to emphasize them in your National Biodiversity
Strategy and Action Plan (NBSAP).

7. Malaysia possesses a dynamic private sector ecosystem. Nevertheless, the
challenge lies in the fact that often, the private sector entities with the financial
capacity to make significant impacts are engaged in extractive industries or
contentious sectors such as oil palm and plantations. How can we effectively
involve this private sector to mobilize funding for nature while mitigating the
risk of greenwashing?

Onno (UNDP): Just revisiting my earlier point about adopting a multidimensional approach.
There isn't a one-size-fits-all solution; rather, there are various strategies to consider. For
instance, you can commence by viewing the TNFD as a crucial set of tools for reporting and
measuring, applicable to all enterprises to establish clarity on their connection to nature. In
the context of extractive industries and palm plantations, distinct solutions are required.
Establishing a robust Environmental Impact Assessment (EIA) system is crucial for the
extractive sector, encompassing considerations like offsets and upfront integration of
rehabilitation payments before any mining activities commence. For palm oil, certification
plays a pivotal role. There are additional areas to explore, tailored to the specific needs of
each sector and issue. The essence is to assess your sector, address the specific
challenges, and tailor solutions accordingly, ensuring they are fit for purpose. This parallels
the approach when designing a national biodiversity finance plan.

Jessica (UNEP-FI): This is an insightful question, as we aim to divert finance away from
harmful activities and redirect it toward positive ones. While private sector interests often



align with revenue-generating opportunities, there's a crucial continuum between voluntary
private sector efforts and regulatory interventions to normalize sustainable practices. The
Task Force on Nature-related Disclosure recommendations, for example, emphasize creating
a business case for companies and financial institutions to consider nature-related risks. In
our principles for responsible banking, the nature guidance provides a detailed assessment
of various activities, categorizing them as positive, neutral, transitionable, or negative.
Applying such practices on a larger scale allows governments to regulate financing activities,
such as excluding private financial institutions from funding coal-fired power plants.

This underscores the importance of governments having the capacity to monitor the financial
sector, not just in terms of financing harmful activities but also in identifying positive trends.
Designing the NBSAP review process becomes crucial in engaging the financial sector to
understand their voluntary capacities and determine where regulations are necessary.
Addressing the risk of greenwashing, many countries are developing sustainable finance
taxonomies, offering a legal framework for defining green finance and specifying eligible
activities. While these taxonomies extend beyond nature to include climate and other
themes, countries should consider them as part of the broader effort to shift finance away
from harmful practices toward positive ones.

Beth (Rand Merchant Bank): Adding to the discussion, another key aspect revolves around
solutions and best practices tied to sustainable finance principles - notably, the emphasis is
on independent verification, both before and after issuance. This involves engaging qualified
experts to assess key performance indicators and targets, bolstering credibility. The
post-issuance limited assurance process is crucial in determining the actual achievement of
set targets, further enhancing credibility. Transparency is a fundamental principle,
encouraging issuers to be transparent about the structure and objectives of these
instruments. While these points aren't exhaustive, they contribute significantly to establishing
and maintaining credibility in sustainable finance initiatives.


