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Executive summary

Between May and September 2024, over 50 international experts engaged with the Living Formentera pilot of
the Urban Biodiversity Standard (UBS). Ecologists, economists, tourism/business leaders, investors,
academics, and conservationists were convened and were presented with the pilot and the UBS methodology.
Expert individuals were selected for their knowledge of nature finance, nature-based solutions, biodiversity

credit schemes, island conservation and geographic alignment.

Broadly, there was agreement that natural landscapes, and the myriad species that make up
biodiversity, must be valued and protected by the economic systems that depend on them. However,
this process demonstrated the need to build a cohesive approach to reach a world where an emerging nature
finance market drives biodiversity investment and sustainable tourism to create long-term nature enhancement

for people and the planet. The main conclusions of these discussions are as follows:

1. Ecologists and economists may share an end goal of nature restoration, but often don’t share
the same philosophy of ‘valuing nature’.

2. Bringing together multi-stakeholder groups for considered debate around the development of
voluntary biodiversity credit schemes and nature finance markets is key to bridging the political
and cultural silos.

3. Patience is paramount. Pilot projects are crucial in testing the waters and will help develop
practical approaches to leveraging significant private capital for biodiversity enhancement.

4. Global factors such as regulation affect the demand side and should inform the supply side.
Regulation breeds trust, accountability and market confidence.

5. Local engagement, ownership and stewardship must be integrated from the outset. Local
communities are the primary stewards, and in a highly touristic island setting this is especially
important.

6. The debates surrounding the emergence of voluntary biodiversity credit markets build heavily on

the (positive and negative) pathways created by carbon credit markets.
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Process overview

Engaging with a diverse group of international stakeholders - from across the world but with a particular focus
on islands - our process has centred on open and transparent conversations, and we have been particularly
keen to capture and highlight the key “questions arising” as a way of understanding how these stakeholders
understand and evaluate the work being undertaken through the course of the pilot. We have done this
through a series of in-person and online events, as well as direct one-to-one conversations. This has included

several events, conferences and meetings, as well as a series of webinars entitled Roots of Recovery.

As well as helping keep us at the forefront of debates on the nascent market opportunities and risks of
voluntary biodiversity credit schemes, the myriad positive and negative perspectives on their application, and
assessments as to what works, where, when and how, this process has also enabled interested parties to ask
insightful questions of clarification. For this summary, we have outlined below a selection of some of the most
pertinent questions we have received during this process, as well as an outline of who our international

stakeholders have so far been, and which sector they have joined us from.

Additionally, through in-depth research of current trends and attending nature finance conferences and
workshops, we aimed to gain information that helped provide feedback to inform a high-integrity design of

successful biodiversity credit schemes for nature restoration in a small Mediterranean island setting.

This phase is ongoing and will continue into Q1 2025 to seek a wider peer review (closed and open format)

around the proposed strategy, the initial restoration sites, and accreditation approaches.
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Results and learning

We feel hugely privileged to have had the opportunity to engage with highly experienced conservationists,
academics, ecologists, economists, business leaders, investors, technologists, and an array of individuals from
across relevant sectors. Both internally, through privately organised and public-facing online webinars, and
externally, at leading conferences on these key subjects, we have been pleased with what we have been able
to attain and the open, insightful engagement we have received. The reception has been generally positive,

and many individuals have given great compliments to the important work they see this pilot doing.

The guestions that have arisen in many cases speak to the lack of clarity that remains at large in these
emerging markets. In many cases these are foundational, philosophical difficulties that come to the fore when
the worldviews, values, languages and technical knowledge of ecologists meet those of economists. In a few
cases the questions have been more specific, relating to stages of the pilot, how the role out of the UBS would
work in practice, and the what, when, how and who of funding, ownership, collaboration of specific groups, etc.
However, the central themes of learning having engaged with our international stakeholder can broadly

speaking be condensed into the following three themes:
¢ Prioritising parts of the ecology at the risk of the whole
e The role of local communities and ownership structures

e Accreditation and credits

Prioritising parts of the ecology at the risk of the whole

Question I: A typical question in this thematic area was the following: “If biodiversity investment is led by
the value of parts of that biodiversity on human life (i.e. ecosystem services), is there not a danger of
investing in the most “useful” parts of the ecology rather than a well-balanced, genuinely biodiverse
ecology as a whole system? Moreover, won't there be a financial incentive for this inequity, at the expense of
an ecological one? Therefore, what is to prevent the biodiversity credit resulting in an effective monoculture of
the species that provide the largest financial gain for the least amount of effort? This is not only worrying when

it comes to comparing the value of tree species but also the value of different parts of ecological systems (for
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instance the market inadvertently comparing the value of a tree to provide reduced temperatures versus, say,

a stream that also cools temperatures but is much less fungible).”

Answer |: “The biodiversity standard ensures that selected projects meet strict criteria guaranteeing
species diversity and resilience. These are pre-selection criteria that, if not met, would prevent projects from
being granted credits. Projects must maintain or improve existing botanical diversity or have a high intrinsic
botanical diversity. This approach ensures that monocultures are not promoted, thereby guaranteeing
sustainability and ecological diversity in the intervention areas. On the other hand, of course, there will be other
elements of the ecosystem that provide ecosystem services, such as a stream or the fauna itself. However,
this standard is focused on botanical diversity. This does not mean that a stream within a space will be
removed to allow planting, as the standard upholds ecological coherence as one of its principles. Carbon
credits, for example, do not account for the carbon sequestered by streams, but this does not invalidate them;

they simply have a specific objective.”

Question II: Another typical question in this theme was as follows: “With the credits: if people are buying these
different biodiversity, carbon and ecosystem credits, does that mean that there’s no actual benefit being done
by the project? I.e. Won't it just mean that it’s off-setting damage or harm being done elsewhere?”
Answer II: “We understand that the motivations for purchasing biodiversity/ecosystem services (ES) credits
and carbon credits are different. In the case of biodiversity/ES credits, while there can also be an element of
impact compensation (companies investing in these credits for reputational or regulatory reasons) investing in
plant biodiversity, particularly in urban environments, will always bring tangible benefits to both the health of

the urban ecosystem and the well-being of its citizens.

The role of local communities and ownership structures

Concerns and questions over the benefits to local communities, complexities related to monitoring and the
potential risks of corruption were posed. Fears were expressed about scandals relating to credits in the carbon

markets severely affected investor confidence. Typical questions included:

e “Who will be delivering the ecological restoration projects? Is there local expertise for this?”

o “What % of final "credit" price will go to local stakeholders/projects?”



WV IN

v \J
';E International Stakeholder Engagement: A Summary
L4

<na®

e Q:“Is it envisioned that there will be some form of monitoring of credits done centrally or will
everything be done locally?

e A: “ltis expected that the monitoring of credits will be a combination of satellite information for
the estimation of the growth of vegetation and the increase of coverage complemented with

reports [from] independent scientists for the ecosystem services credits.”

Accreditation and credits

e Q: “Is the Standard being accredited (for instance by Plan Vivo, Verro, Gold Standard)? When
will this decision be made?”
o A: “We are in contact with all of them and they are included in the consultation process of the

standard.

e Q: “Can these credits be diversified? Can they be split and traded as separate "parts" or separate
ecosystem services and traded like that? The main difference that | can see between carbon and
biodiversity credits is their inherent complexity: Carbon credits = €/tons of carbon, whereas biodiversity
credits have many more parts to them e.g. ecosystem services. Will biodiversity credits (effectively
ecosystem services credits) be able to be split and traded separately. This will impact their “credibility”
and their likelihood of being adopted by the markets as well as the ways in which they can be
manipulated.”

e A: “In this first version of the standard, the credits will be either for coverage or for ecosystem services.
In the latter case, the services will not be divided; they will be treated as a whole and must be

accredited through an independent scientific report.”

e Q: ’If I understood correctly, the price is to be determined by “the long term predicted ecosystem
services and biodiversity gained from a project (e.g. over 25 years)”. What happens if the trees that you
planted catch fire and are destroyed after 10 years. Who loses out then? As the credit relates to real
world events this could be seen as risky by the markets if they are to lose out in this scenario.”

e A: “Just like in the carbon credit market, there are mechanisms to manage and mitigate risk. Plantations

can be insured against climate disasters or fires, or a buffer pool can be created by retaining a
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percentage of credits from each project to compensate for any losses due to fires, diseases, or climate

events.”

As is clearly seen, these questions are diverse and in depth in their content, and together with numerous
conversations, these questions offer insight into some of the key debates at play as biodiversity credit markets
begin to come into formation. Many of these questions - and the prominent debates more broadly - are not at a
stage where they can be thoroughly answered. Many of these questions will be answered throughout later
phases of the consultation (November 2024 —March 2025). The partners involved in carrying out the work will
take them into consideration and continue to work on addressing concerns. However, the ability to engage with
the needs and concerns of many sectors - and the perspectives therein - will be crucial to the sustainable

success of these markets, and these questions give a good overview of this.

The learning and questions that we have gained are developed through the course of this document, however,
there are some key takeaways that we would like to highlight.

This is a Nascent Sector Ready for Change: Changing with Integrity is Crucial

Major international private sector investment in nature and the biodiversity credit market - which is a key

part of this emerging industry - is only just beginning. Many in the sector are awaiting the key institutional shifts
required for the demand side of this sector to begin making financial investments to the projects and places
that so desperately need it. This means several innovative projects and early movers across connected
sectors are required to develop solutions while remaining agile to a shifting landscape. Living Formentera is
fortunate to have received support from Prism and a local ferry operator, Balearia, to run the pilot. Investment

for the implementation will be made easier as global frameworks for nature finance develop.

Debate Continues About the Right Language Between Ecologists and Economists

The questions that have arisen through this pilot in many cases speak to the lack of clarity that remains at
large in these emerging markets. In many cases these are foundational, philosophical difficulties that come to
the fore when the worldviews, values, languages and technical knowledge of ecologists meet those of
economists. In a few cases the questions have been more specific, relating to stages of the pilot, how the role

out of the UBS would work in practice, and the what, when, how and who of funding, ownership, collaboration
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of specific groups, etc. Regardless, this bridge is yet to be fully built between these two worlds, and this will be

crucial to the successful development and use of these much-needed markets.

The Need is Clear Across Conservation and Ecological Sciences: Investment in Biodiversity is Urgent
As our local and international stakeholder engagement has shown, the topics at play during this pilot are of
huge importance to many people. At a time of accelerating urgency, biodiversity investment is being seen as
more critical than ever, and leading voices understand the need for innovative private finance interventions that
enable rapid transformation and, together with locally led ecological restoration projects, offer change quickly.
Locally, people have responded to the project’s engagement by highlighting a range of interconnected issues -

from living costs to access to green spaces - and clearly stating how important the environment is to these.

High Integrity Programmes Rely Heavily on Local Community Participation

With an estimated $700 billion a year of private finance needed by 2030 to protect and restore nature at the
levels required, many stakeholders have spoken of the key importance of local community rights and the
crucial nature of local involvement in schemes from an early stage. This is often considered a key part of what
makes biodiversity credit schemes “high integrity”. Having listened to our international stakeholders on many of
these points of discussion, this need to build these markets with integrity - with local people, as well as

landscapes, at their heart - is of profound importance.

Timing is everything.

Exploring and finding the right timing also represents another significant part of our learning. The stakeholders
we engaged time and again talked about the multifaceted developments taking place across this nascent
sector. From the UN process, and COP16 taking place in Colombia this year, to local politics and tourism
seasonality on the island of Formentera, timing in building new markets is essential. The success of any
voluntary biodiversity credit schemes depends on coming to the market at the right time. Currently the demand
and supply sides of the market are still evolving. Following COP16, we may have a clearer idea of what
timeframes look likely for this, but our stakeholders predominantly suggest that developments in the voluntary
biodiversity will follow both the carbon markets (which have had their own challenges) and the development of

statutory biodiversity markets.



WV IN

¥oa-

v @
Z International Stakeholder Engagement: A Summary
>

<na®

Full list of questions received from international
stakeholders

The following is a full list of the “questions arising”, the questions we have received from our international
stakeholders during this process. The questions have been broken down into sections based on when they
were asked and who asked them. They have also been numbered for ease of use. Key words have also been
colour-coded for ease of searching key/recurring themes: Standard Holder of Rights credit Al blockchain
technologies local stakeholders accreditation investment restoration local expertise unit financial incentive

market ecosystem services
Q’s from Conservation Collective’s close network of stakeholders (March-May 2024):

1. How can we tell who is making money from the development of the Standard?

2. Help us identify who the “Holder of Rights” is (as per the Standard) and determine their
involvement?

3. Ifit's a credit, and not a “unit” - what does it entail as a financial tool? Is it tradable, etc.?
4. How is the “Standard” being peer reviewed, i.e. is it being published anywhere?

5. Is the Standard being accredited (for instance by Plan Vivo, Verro, Gold Standard)? When will
this decision be made?

6. How are "Al" and "blockchain" technologies planned or projected to be used?
7. What % of final "credit" price will go to local stakeholders/projects?

8. How much investment do you expect to be able to raise for projects in Formentera?
9. What are the critical issues for us to consider for an island like Formentera?

10. Adaptation and mitigation measures against climate change — what is most relevant to
ecosystem services in an island context?

11. What data sets can we use/do we have access to? What are reliable public sources of
data in Formentera?
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12. If the areas identified for restoration are private, how do we expect to restore these
areas?

13. Who will be delivering the ecological restoration projects? Is there local expertise for
this? Who?

Q’s from 1st Roots of Recover webinar (June 2024):

1. How can organisations register new carbon and biodiversity projects? And at what costs?

2. How do we ensure we “secure the unit” in a way so that it cannot be double counted?
Blockchain is one obvious way, but there are issues with this (particularly around time)? Where
are you up to with this and can it realistically be achieved in time?

3. With the credits: if people are buying these different biodiversity, carbon and ecosystem credits,
does that mean that there’s no actual benefit being done by the project? l.e. Won't it just mean
that it's off-setting damage or harm being done elsewhere?

4. The Balearic government has a public directory of carbon projects - are you connected with
them?

5. There are many projects in the Balearic islands - including with the posidonia sea grasses and
with the dune systems - is this project connected with these or other local environmental
initiatives?

6. As biodiversity is invested in, and its abundance follows, do the ecosystem services attached to
that biodiversity not by definition have diminishing returns? l.e. Once the trees are grown and
their shade is achieved, what’s the motivation (from the market) to continue investing in them at
the same rate or more?

7. If biodiversity investment is led by the value of parts of that biodiversity on human life (i.e.
ecosystem services), is there not a danger of investing in the most “useful” parts of the ecology
rather than a well-balanced, genuinely biodiverse ecology as a whole system? In other words,
won’t only the most “valuable, ecosystem services providing species” be invested in, at the
expense of other crucial parts of the ecology (that happen, in themselves, to be less socially and
economically useful (but are just as crucially ecologically)? Moreover, won'’t there be a financial
incentive for this inequity, at the expense of an ecological one? Therefore, what is to prevent the
biodiversity credit resulting in an effective monoculture of the species that provide the largest
financial gain for the least amount of effort? This is not only worrying when it comes to
comparing the value of tree species but also the value of different parts of ecological systems
(for instance the market inadvertently comparing the value of a tree to provide reduced
temperatures versus, say, a stream that also cools temperatures but is much less fungible).

10
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8. “Smart contracts” will link credits to a specific area and data monitoring network: How airtight
are the smart contracts? | ask as market incentives seem particularly good at finding ways
around other such preventative structures.

9. Can these credits be diversified? Can they be split and traded as separate "parts” or separate
ecosystem services and traded like that? The main difference that | can see between carbon
and biodiversity credits is their inherent complexity: Carbon credits = €/tons of carbon, whereas
biodiversity credits have many more parts to them e.g. ecosystem services provided by trees =
shade or by flowering plants = pleasant smell, pollinators (pardon the examples, they are all that
comes to mind at the moment). Will biodiversity credits (effectively ecosystem services credits)
be able to be split and traded separately. A shade credit or pleasant smell credit? This will
impact their "credibility” and their likelihood of being adopted by the markets as well as the ways
in which they can be manipulated.

Q’s from 2nd Roots of Recover webinar (July 2024):

1. 1 would like to know how each of the three criteria: ecosystem services, abundance and
diversity are weighted when calculating the credit. Are they all thought of as equal to the
calculation? Although the answers the speakers gave were informative, | still feel that
there is a bit of “good faith” being used and it's maybe not something shared by the
markets. | feel that a lot of my questions about the credits stem from me not
understanding how they are calculated.

2. Will there be a minimum price for the credits, to cover for example the implementation
and monitoring of the projects? If so, will this vary depending where on the planet the
project is run? If so, it is likely to end up with projects in areas with low wages (and
therefore lower cost of implementing the project) being invested in more as more credits
can be bought for less. This may be a desired outcome, but differences in the cost of
credits based on where they are being created may have other unforeseen implications.

3. lIs it envisioned that there will be some form of monitoring of credits done centrally or will
everything be done locally? Locally run monitoring is subject to local levels of corruption.
This is important because | feel that failure in or scandals relating to these credits will
result in reductions in market confidence and ultimately may see them fail all together.

4. |Is there an ecosystem hierarchy, e.g. does rewilding a brown site provide more credits or
more valuable credits than planting for inner city diversity or more importantly vice versa.
This again has to do with how the credits are calculated.

5. And relating to that, but slightly different question. Is there a difference between the price
of credits created in Formentera and Rio? Will investors gain more from investing in one
rather than the other? What does this mean for the price of the more profitable credit and
what for the implementation of the less attractive project?

11
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If | understood correctly, the price is to be determined by “the long term predicted
ecosystem services and biodiversity gained from a project (e.g. over 25 years)”. What
happens if the trees that you planted catch fire and are destroyed after 10 years. Who
loses out then? As the credit relates to real world events this could be seen as risky by

the markets if they are to lose out in this scenario.

12
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Review of online trends, debates and literature

Together with the main thrust of our international stakeholder engagement exercise shown above, we also

endeavoured to undertake a significant literature review and an assessment of the key thought leaders in this

fast-moving sector. The following list represents a snapshot of some of the many organisations and reports we

engaged as part of this process:

General:

Environmental Finance (Green Finance News WebSite)

Current Biology: Financing ecosystem restoration (Science Direct)

BES Everything you need to know about biodiversity credits
WEF Overview of biodiversity credits

Taskforce on Nature-related Financial Disclosures (TNED)
Kunming-Montreal Global Biodiversity Framework (GBF)

WEF Biodiversity Credits Demand Analysis and Market Outlook
International Advisory Panel on Biodiversity Credits (IAPB)

Demand-side Sources and Motivation for Biodiversity Credits (BCA)

Financing Nature: Closing the Global Biodiversity Financing Gap

Biodiversity Credits: Design Principles for High Integrity Outcomes (The Biodiversity Consi
Bloom Lab: Biodiversity Credit Schemes Database

Bloom Lab: Biodiversity Credit Scheme Database Explainer

Rewilding Britain: Rewilding Finance Report 2024

Biodiversity Credits Alliance: Definition of a Biodiversity Credit

Assessment Report on Diverse Values and Valuation of Nature (UNDP/IPBES)
Diverse values of nature for sustainability (Nature)

Nature-based Solutions Conference 2024 Video Recordings (Uni. of Oxford)
Britain's Natural Capital (IES)

Examples:

Cusuco Cloud Forest, Honduras, Replanet
Australia, Wilderlands

13


https://www.environmental-finance.com/
https://www.sciencedirect.com/science/article/pii/S0960982224001738?dgcid=author
https://www.britishecologicalsociety.org/biodiversity-credits-everything-you-need-to-know/
https://www.weforum.org/agenda/2022/12/biodiversity-credits-nature-cop15/
https://tnfd.global/
https://www.cbd.int/gbf
https://www3.weforum.org/docs/WEF_2023_Biodiversity_Credits_Demand_Analysis_and_Market_Outlook.pdf?trk=public_post_comment-text
https://iapbiocredits.org/
https://www.biodiversitycreditalliance.org/media/BCAIssuePaper_DemandOverview(06122023)-final.pdf
https://www.paulsoninstitute.org/wp-content/uploads/2020/09/FINANCING-NATURE_Full-Report_Final-Version_091520.pdf
https://www.thebiodiversityconsultancy.com/knowledge-and-resources/biodiversity-credits-design-principles-for-high-integrity-outcomes/
https://airtable.com/appXHR0Nau8HqfPa8/shrt5JZqmLMrQgdfF/tblTM31mqfzbGGBtR/viwLkSPMhe3K76baF
https://sgradeckas.substack.com/p/biodiversity-credit-schemes-database
https://www.rewildingbritain.org.uk/about-us/what-we-say/research-and-reports/rewilding-finance
https://www.biodiversitycreditalliance.org/products-knowledge/
https://www.unep.org/resources/report/assessment-report-diverse-values-and-valuation-nature
https://www.nature.com/articles/s41586-023-06406-9
https://drive.google.com/drive/folders/1HYymihzEJrB7c8mAVjdNvioSFeYWc9r1?usp=share_link
https://www.the-ies.org/sites/default/files/journals/britains-natural-capital.pdf
https://www.replanet.org.uk/project/wildlife/cusuco-cloud-forest/
https://wilderlands.earth/
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Financing Nature Recovery UK
Robeco & WWE-NL
Exploring Biodiversity Credits: Financing Nature (Plan Vivo)

4Nature Webinars: Biodiversity (Nature) Credits, Current Challenges & Opportunities (Con
Strategy Fund)

Integrity Certificates
RePlanet

Accreditation & Associations:

Biodiversity Credit Alliance
Gold Standard
Plan Vivo

Verra

Invest4Nature

ICROA

IC VCM

ICAO CORSIA

VCMI

SBTIi

EU Directive on Green Claims
IAPB

Conservation Finance Alliance

Formentera-Specific Resources:

Consell Insular del Formentera

Formentera Tourism Office

Astbury Formentera (UK travel agent)

Formentera Eco
Save Posidonia Project
Balearia Sustainability Report 2023 (Balearia)



https://financingnaturerecovery.uk/
https://www.robeco.com/en-ch/about-us/partnership-robeco-wwf-nl
https://www.planvivo.org/blog/exploring-biodiversity-credits-financing-nature
https://www.youtube.com/watch?v=ziQmo27Sh-0
https://www.youtube.com/watch?v=ziQmo27Sh-0
https://integritycertificates.com/
https://www.replanet.org.uk/
https://www.biodiversitycreditalliance.org/
https://www.goldstandard.org/
https://www.planvivo.org/
https://verra.org/
https://invest4nature.eu/
https://icroa.org/
https://icvcm.org/
https://www.icao.int/environmental-protection/CORSIA/Pages/default.aspx
https://vcmintegrity.org/
https://sciencebasedtargets.org/
https://environment.ec.europa.eu/topics/circular-economy/green-claims_en
https://www.iapbiocredits.org/home
https://www.conservationfinancealliance.org/
https://consellinsulardeformentera.cat/
https://consellinsulardeformentera.cat/
https://consellinsulardeformentera.cat/
https://www.formentera.es/en/
https://formentera.co.uk/
https://formentera.eco/en
https://www.saveposidoniaproject.org/
https://issuu.com/balearia/docs/informesost23_balearia_eng

