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A. Introduction

In July 2013, Ontario Nature initiated a project on biodiversity offsetting, with the generous
support of the Metcalf Foundation. This report, Insights into Biodiversity Offsetting in Ontario,
presents the results arising from the first year of this project. Our primary goal has been to
ensure that as biodiversity offsetting moves forward in Ontario, it truly benefits the natural
world. Through discussions with conservationists, farmers, industry leaders, environmental
consultants, land use planners, academics, government staff and First Nations people, we
have aimed to enhance our collective understanding of both the risks and the benefits so that
these can be accounted for adequately in biodiversity offsetting projects and policy.

To realize this goal, our specific objectives were:

1. To gather and share information and raise awareness among interested parties about
biodiversity offsetting and the ways that it is progressing in Ontario and elsewhere;

2. To explore key issues with diverse stakeholders and to test support for a set of
principles that should guide biodiversity offsetting in Ontario;

3. To engage Aboriginal people to share information and perspectives on potential risks,
benefits and other issues; and

4. To inform government policy at the provincial and municipal levels to ensure that policy
and programs incorporate strong conservation principles and recognize both the
potential and the limits of biodiversity offsetting as a conservation tool.

As the project unfolded, we soon learned that there was a tremendous amount of research and
activity — biodiversity offsetting conferences, webinars, programs and projects — occurring
nationally and internationally. Little wonder, then, that there was a correspondingly high degree
of interest among the diverse stakeholders that we contacted to participate in the workshops
and meetings that were the focus of our project. Like us, people wanted to know more about
what was actually going on in Ontaric and were keen to share their experiences, questions,
hopes and concerns about biodiversity offsetting.

Over the course of the year, we held three sector-focused workshops, bringing together
conservationists, then farmers and representatives from farm organizations, and finally
business leaders and consultants. Following these workshops, we held a meeting with several
First Nations people, and then we hosted a larger biodiversity offsetting forum that brought
together many of those we had met with up to that time, and others.

Outcomes from these gatherings will be shared throughout this paper.
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B. Background on Biodiversity Offsetting

Biodiversity offsetting engages developers in compensating for the damage resulting from
development projects. The offset involves a transaction between developers (seeking to
compensate for destroying or damaging elements of biodiversity, such as species and their
habitats) and offset providers, including landowners, farmers, conservation organizations and
First Nations communities, that are able to restore, create and manage habitat for species
elsewhere. A commonly cited definition of the term is that used by the Business and
Biodiversity Offsets Programme (BBOP):

[M]easurable conservation outcomes of actions designed to compensate for significant
residual adverse biodiversity impacts arising from project development after appropriate
prevention and mitigation measures have been taken.’

Other terms with essentially the same meaning include “compensatory mitigation” and
“conservation allowance.”

Biodiversity offsetting is emerging in many countries as a promising market-based mechanism
to compensate for harmful impacts to wild species and ecosystems caused by development. A
review conducted in 2011 found that there were 45 offset programs in various jurisdictions
around the world, with another 27 under development.® For example, the United States has a
federally regulated wetland mitigation banking program, and the United Kingdom’s Department
for Environment, Food & Rural Affairs has published a consultation paper that sets out
proposals for biodiversity offsetting in England. In June 2014, BBOP held an international
conference on biodiversity offsets titled “To No Net Loss of Biodiversity and Beyond.” This was
the first global conference on approaches to avoid, minimize, restore and offset biodiversity
loss, and 280 individuals from 32 countries attended.

The Canadian government and several provincial and territorial governments are showing an
increased interest in biodiversity offsetting. In Canada, most experience to date is limited to
fish habitat and wetlands. Recently, there has been a growing interest in implementing
biodiversity offsetting at the provincial level, as indicated by the Ontario Ministry of Natural
Resources and Forests’ new Species at Risk Benefit Exchange (SARBEX), currently being
piloted. Voluntary offsetting projects have also begun to take place on a small scale in Ontario.

There is an opportunity to shape the policies, standards and practices that will guide
biodiversity offsetting in Ontario and ensure that it results in a net biodiversity conservation
gain while benefiting all involved. If implemented correctly, biodiversity offsetting could 1)

'BBOP is a collaboration of more than 75 leading organizations and individuals who test and develop best practices on biodiversity
offsets and conservation banking worldwide. http://bbop.forest-trends.org/.

*David W. Poulton, Biodiversity Offsets: A Primer for Canada, a report prepared for Sustainable Prosperity and the Institute of the
Environment (Ottawa: 2014), p. 11. Poulton is an environmental strategies consultant in Calgary and a graduate student in the
Faculty of Law at the University of Calgary.

% Becca Madsen et al., 2011 Update: State of Biodiversity Markets (Washington, D.C.: Forest Trends, 2011) at 2-2, online: Forest
Trends. http://www.forest-trends.org/documents/files/doc 2848.pdf.
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position industry as a positive force in biodiversity conservation efforts; 2) ensure that offset
providers (farmers, First Nations, conservation organizations, etc.) have the financial means to
undertake conservation efforts on their lands; and 3) provide an overall net gain for biodiversity.
Lacking, however, are the shared understanding and policies needed to guide the
implementation of biodiversity offsetting in Ontario and address the significant risks that it
entails.

Insights into Biodiversity Offsetting in Ontario 3



C. Opportunities and Risks

Biodiversity offsetting presents opportunities but also considerable risks for conservation.* On
one hand, this market mechanism offers a means to engage developers in conservation efforts
so that they compensate for the damage resulting from development projects. Because
offsetting can also involve farmers, other landowners, conservation organizations and First
Nations communities as offset providers, it also has the potential to engage many elements of
society and direct much-needed funds to land stewardship and conservation initiatives.

Biodiversity offsetting is gaining favour among business leaders who see it as a way of gaining
a competitive advantage while minimizing risks and maximizing opportunities. Perceived
benefits include:

Improved stakeholder relations;

Improved social licence to operate;

Avoidance of costs of conflict, including project delays and derailments;
Enhanced staff morale and retention;

Better access to human capital (top employees);

Improved access to resources;

Improved access to capital (in response to investor demands);

“First mover” advantage in advance of regulation;

Enhanced ability to gain regulatory approval; and

Reduced regulatory risk (and enhanced due diligence defence).®

= =4 =4 4 4 -8 -4 -4 - -9

On the other hand, without adequate policy, knowledge, standards and safeguards, there is
significant concern that offsetting could add to the ongoing trend of biodiversity loss if projects
fail while natural areas are opened up to development. As Martine Maron et al. succinctly put it,
“biodiversity offsets exchange certain losses for uncertain gains.”® Indeed, despite over 20
years of experience internationally, it appears that there may be few projects that have clearly
achieved the expected offset. According to Greg Radford, president of the International
Association for Impact Assessment, offsetting is “incredibly hard to do” and there may be only
“a handful” of successful projects. Similarly, Jim Tosalino, program manager for the Business
and Conservation Initiative of the Wildlife Conservation Society, counts successful projects in

4 See the website for the Convention on Biological Diversity, Strategy for Resource Mobilization, objective 4.2, which recognizes
limits to offsetting and the need for a framework that has positive outcomes for biodiversity: “To consider biodiversity offset
mechanisms where relevant and appropriate while ensuring that they are not used to undermine unique components of
biodiversity.” https://www.cbd.int/financial/offsets/. Risk assessment is an important component of BBOP’s recommended
approach to determining limits to offsetting. BBOP, To No Net Loss and Beyond: An Overview of the Business and Biodiversity
Offsets Programme (BBOP) (Washington, D.C.: BBOP, 2013), p. 15. http://www.forest-trends.org/documents/files/doc 3319.pdf.
See also International Union for the Conservation of Nature (IUCN) and the International Council on Mining & Metals (ICMM),
Independent Report on Biodiversity Offsets, (January 2013), Section 2.

http://cmsdata.iucn.org/downloads/icmm_biodiversity offsets rpt.pdf.

5 Poulton, p. 16; Steve Hounsell, Factors Driving Biodiversity Offsets, Workshop presentation (Toronto: February 5, 2014); Ben
Chalmers, Panel presentation, Biodiversity Offsets in Canada Conference, (Ottawa: February 13-14, 2014).

6 Martine Maron et al., “Faustian Bargains? Restoration Realities in the Context of Biodiversity Offset Policies,” Biological
Conservation, 155 (2012), p.145.
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“the single digits.”” Maron et al. contend that, based on the evidence, “the domain within which
restoration can deliver ‘no net loss’ offsets remains small. Success is limited by time lags,
uncertainty and the difficulty of measuring the values to be offset.”®

There are many fundamental issues and questions that need to be examined and addressed if
biodiversity offsetting is to achieve the desired conservation outcomes. We explored these at
the events outlined below through presentations on current practices and discussions on key
principles that should guide biodiversity offsetting in Ontario.

" Both Greg Radford and Jim Tosalino presented at the Biodiversity Offsets in Canada Conference in Ottawa, February 13-14,
2014, where they made these comments in response to questions.
8 Maron et al., (2012), p. 141.
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D. Summary of Workshops, Meeting and Forum

Our workshop series began in October 2013 and culminated in our forum in May 2014. There
was a deliberate progression in the way the events were organized, as Ontario Nature sought
to provide opportunities for a focused discussion for three sectors separately — conservation,
agriculture and business — before bringing them together to share information and
perspectives. Prior to the forum, we also held a meeting in Alderville First Nation, where we
met with members of three First Nations communities. This approach allowed us to better
understand the interests of each group and potentially divergent perspectives on key issues

and principles, and to better prepare for the forum.

In total there were 89 participants, some attending as interested individuals and others
representing one of the 38 organizations that took part. (See Table 1.)

Table 1. Workshop and Forum Participants

Conservation Farmers and Business leaders | Biodiversity Offsetting
organizations farm and consultants Forum
organizations
Date October 23, 2013 | November 26, February 5, 2014 May 14, 2014
2013
Number of 21 14 17 37
participants
Groups 1 Bruce Trall 1 Alternative 1 ArborVitae 9 Alternative Land Use
represented Conservancy Land Use Environmental Services (ALUS) -
1 Carolinian Services Services Ltd. Grey-Bruce Chapter
Canada (ALUS) - M Canadian i Beef Farmers of
Coalition Bayham, Business and Ontario
9 Conservation Norfolk, Biodiversity 9 Carolinian Canada
Halton Grey-Bruce Council Coalition
9 Conservation Chapters f Cornerstone f CMC Consulting
Ontario 1 Beef Farmers Standards 1 Conservation Halton
1 Ducks of Ontario Council 1 Cornerstone Standards
Unlimited 1 Couchiching | 1 Ducks Council
1 Environmental Conservancy Unlimited { Credit Valley
Defence 1 CreditValley |1 Green Analytics Conservation
1 Nature Conservation | 1 Hydro One { Curve Lake First Nation
Conservancy | f Ontario f  Ontario 1 Ducks Unlimited
of Canada Biodiversity Biodiversity 1 Hydro One
f Ontario Council Council f Lake Simcoe Region
Biodiversity {1 Practical 1 Ontario Home Conservation Authority
Council Farmers of Builders’ 1 Ministry of
f  Ontario Land Ontario Association Transportation
Trust Alliance | 1 Sustain 1 Ontario Mlnlng 1 Nature Conservancy of
1 South Nation Ontario Association Canada
Conservation |1 YU Ranch 1 Ontario Power | q Ontario Biodiversity
1 Stewardship Generation Council

Network of

1 Ontario Stone,

1 Ontario Power
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At each of the workshops and the forum, there were presentations from individuals with
experience in and/or expert knowledge about biodiversity offsetting, with a focus on the
Ontario context. (See Table 2.)

Table 2. Workshop and Forum Summary

Date Objectives Attendees Presentations
October 1. Enhance collective 21 participants, 1 Voluntary offsetting — Dan Kraus, Nature
23, 2013 knowledge about including Conservancy of Canada
biodiversity offsetting | representatives 1 Offsetting under Ontario’s Endangered
taking place in for 13 Species Act — Pat Piitz and Michelle

Ontario.
2. ldentify and explore
opportunities for

biodiversity offsetting.

3. ldentify and explore
risks arising from
biodiversity offsetting
and approaches to

addressing such risks.

4. Determine interest in
developing and
promoting a set of
collective
recommendations for
government, industry
and offset providers.

conservation
organizations

Cavanagh, South Nation Conservation

1 TRCA experience with offsetting — Ralph
Toninger, Toronto and Region
Conservation Authority

Insights into Biodiversity Offsetting in Ontario




Date Objectives Attendees Presentations
November | To raise awareness of 14 participants, 1 ALUS and voluntary offsetting — Bryan
26, 2013 biodiversity offsetting in including Gilvesy, ALUS and YU Ranch
Ontario, and to carefully representatives 1 Experience with offsetting under the
consider both the for eight farm Endangered Species Act — Ron Reid,
opportunities and the organizations and Couchiching Conservancy
challenges that this individual farmers | § Safe Harbour and SARBEX — Gerald
presents. Rollins, Beef Farmers of Ontario and
Quarry Hill Farms
1 Business and biodiversity offsetting —
Steve Hounsell, Ontario Biodiversity
Council
February | To inform and build 17 participants, 1 Factors driving biodiversity offsets —
5,2014 support for a biodiversity | including Steve Hounsell, Ontario Biodiversity
offsetting model that representatives Council
works for conservation, for 12 ! CSC Responsible Aggregate Standard —
and to demonstrate how businesses and Lorne Johnson, Cornerstone Standards
this can help industry consulting Council
achieve social licence to agencies 9 Bruce to Milton transmission
operate. reinforcement project — Brian
McCormick, Hydro One
1 OPG biodiversity and habitat offsets —
Dave Chin-Cheong, Ontario Power
Generation
May 14, To allow the sharing of 37 participants, Panellists (first panel):
2014 perspectives across including 1 Nicole Klenk, University of Toronto
sectors and interests, take | representatives {1 Steve Hounsell, Ontario Biodiversity
a deeper look at difficult for 24 diverse Council
issues, test agreement on | groups 1 Rob Willson, RiverStone Environmental

key principles and identify
priority next steps.

{(conservation
organizations,
farmers and farm
organizations,
government staff,
consultants and
business leaders)
and members of
three Aboriginal
communities

Solutions
1 Chris Craig

Panellists (second panel):

1 Cheryl Chetkiewicz, Wildlife
Conservation Society Canada

Bryan Gilvesy, ALUS and YU Ranch
Ralph Toninger, Toronto and Region
Conservation Authority

)l
il

First Workshop, October 23, 2013

At our first workshop on biodiversity offsetting, there were 21 participants, including
representatives for 13 conservation organizations. After an introduction to offsetting and the
goals of our project, we heard from several organizations about their experience with
biodiversity offsets, including the Nature Conservancy of Canada (Dan Kraus presented on its
voluntary offsetting program), South Nation Conservation (Pat Piitz and Michelle Cavanagh
spoke to their experience with offsetting under the Endangered Species Act) and the Toronto
and Region Conservation Authority (Ralph Toninger introduced its restoration opportunities
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bank). After a discussion about limits to biodiversity offsetting from a conservation perspective,
we discussed some of the key issues that are involved in designing offsets, including
replacement ratios, limits, permanence, location, equivalence, conservation banking and
regulatory versus voluntary frameworks.

Second Workshop, November 26, 2013

Our second workshop engaged 14 participants, including representatives for eight farm
organizations and individual farmers, with the objective of raising awareness of the
opportunities biodiversity offsetting offers to farmers as potential offset providers, and the risks
that it entails. Several presentations were given to highlight biodiversity offsetting from a
farmer’s perspective. These included a presentation from Bryan Gilvesy on voluntary offsetting
and Alternative Land Use Services (ALUS), a presentation from Ron Reid on Couchiching
Conservancy’s experience with offsetting under the Endangered Species Act, a presentation
from Gerald Rollins on Safe Harbour and SARBEX, and a presentation from Steve Hounsell on
business and biodiversity offsetting. Participants discussed a series of key issues related to
offsetting, including some farmer-specific issues like Safe Harbour and the need for flexibility in
offset location.

Third Workshop, February 5, 2014

Our third workshop brought together 17 participants, including representatives for 12
businesses and consulting agencies. The workshop began with a review of the biodiversity
offsetting mechanism and importance of framing offsetting as a last resort under the mitigation
hierarchy. Steve Hounsell, chair of the Ontario Biodiversity Council, gave a presentation on
factors driving biodiversity offsets and the “business case” associated with offsetting. We then
delved into a series of case studies from a business perspective, highlighting various
experiences with offsetting. This included presentations from Lorne Johnson, former executive
director of the Cornerstone Standards Council, Brian McCormick, manager environmental
engineering and project support of Hydro One and Dave Chin-Cheong, section manager:
environmental services — natural sciences of Ontario Power Generation. As with other
workshops, we had group discussions about key issues associated with offsetting. Those
results are in the next section.

First Nations Meeting, March 31, 2014

In addition to the workshops, we met with members of three First Nations communities (Curve
Lake First Nation, Shabot Obaadjiwan First Nation and Algonquins of Pikwakanagan First
Nation) to discuss the opportunities and risks associated with biodiversity offsetting. The
importance of including traditional ecological knowledge and First Nations values in the
offsetting process was highlighted throughout our meeting.

Biodiversity Offsetting Forum, May 14, 2014

To promote collaboration and information sharing, we held a biodiversity offsetting forum on
May 14, inviting everyone we had met with to date and others. Thirty-seven people attended,
including representatives for 24 diverse groups. Our objectives for the forum included: 1) to

Insights into Biodiversity Offsetting in Ontario 9



allow the sharing of perspectives across sectors and interests; 2) to take a deeper look at
difficult issues; 3) to test agreement on key principles; and 4) to identify priority next steps.

We held two panel sessions to better address some of the hard questions raised by
biodiversity offsetting. The first session spoke to the topic “Finding the sweet spot between
certainty and feasibility: how can an offset be designed to address risk and achieve intended
outcomes, yet remain an attractive option for offset seekers (i.e., not prohibitively complicated
or costly)?” Four panellists spoke to this from varying viewpoints, including academic,
Aboriginal, business and environmental consulting. The second panel topic was “Additionality,
averted loss, and baselines for measuring gain: under what circumstances should additional
protection for habitat that already exists count as an offset?” Three panellists spoke to this
topic from the viewpoints of wildlife conservation in northern Ontario, farming and a
conservation authority.

As with past workshops, we wanted to test key principles with the diverse groups in the room.
We broke out into small groups for further discussion. The results are highlighted in section E
of this report, Issues and Principles.

General outcomes of the workshops and meetings:

1. A shared understanding of the opportunities and challenges associated with biodiversity
offsetting, as well as the interests of particular sectors.

2. General agreement on many key principles across sectors, including, notably, a strong
desire for biodiversity offsetting to result in a net conservation gain (as opposed to a “no
net loss” outcome, which is supported by the international BBOP standard).

3. A high level of interest moving forward: every participant expressed interest in receiving
communications on biodiversity offsetting and attending future workshops, and many
were interested in being part of a smaller working group.

4. Through participant surveys, we learned that desired outcomes of Ontario Nature’s
project include: 1) consensus on basic principles; 2) a summary report; 3) the creation of
a network; 4) the development of recommendations for government and business
leaders; and 5) information vehicles.

10 Ontario Nature



E. Issues and Principles

1. Mitigation hierarchy
It is widely recognized that biodiversity offsetting should proceed only as a final option within
the “mitigation hierarchy.”® It is the first principle of BBOP:

Adherence to the mitigation hierarchy: A biodiversity offset is a commitment to
compensate for significant residual adverse impacts on biodiversity identified after
appropriate avoidance, minimization and on-site rehabilitation measures have been taken
according to the mitigation hierarchy.

This means that offsetting is to be considered and implemented as a “last resort,” only after
appropriate efforts have been made to avoid and minimize the negative impacts of
development on biodiversity."

Despite this support for the mitigation hierarchy, there is legitimate concern that developers
might default to offsetting without first going through the steps of avoiding and minimizing
harm. Dave Poulton, who is spearheading efforts to get biodiversity offsetting off the ground in
Alberta, notes, for example, the difficulty of defining thresholds to move from one level to the
next, and he cautions that offsets “ought never to provide an excuse to a developer for failing
to exercise due diligence to avoid and minimize its impact.”'? As mentioned by a participant at
our first workshop, tests are needed to demonstrate that appropriate steps are taken first to
avoid and then minimize harm before considering offsetting.

According to McKenny and Kiesecker, “establishing a clear and defensible process” is a key
challenge for implementing offsets in accordance with the mitigation hierarchy. They call for
“more effective policy guidance” to determine whether projects indeed conform to the
mitigation hierarchy.'® Yet even in places like Victoria, Australia, where offsetting policy has
been in place since 2002, there are still no clear rules about where to draw the line between
avoidance, minimizing harm and offsets.™

At our biodiversity offsetting forum, we tested the following principle:

®Bruce A. McKenney and Joseph M. Kiesecker, “Policy Development for Biodiversity Offsets: A Review of Offset Frameworks.
Environmental Management, 45 (2010), p. 167.

9 BBOP, To No Net Loss and Beyond, p. 6. See also Fisheries and Oceans Canada, “Fisheries Productivity Investment Policy: A
Proponent’s Guide to Offsetting, November 2013,” (Ottawa: Ecosystems Policy Program, Fisheries and Oceans Canada, 2013).
http://www.dfo-mpo.gc.ca/pnw-ppe/offsetting-guide-compensation/offsetting-guide-compensation-eng.pdf. See also Wildlife
Conservation Branch, Canadian Wildlife Service, Environment Canada, The Federal Policy on Wetland Conservation:
Implementation Guide for Federal Wetland Managers (Ottawa: Environment Canada, 1996). http://nawcc.wetlandnetwork.ca/Fed
Policy Wetland Conserv_Implement Guide for Fed Land Mgrs.pdf.

" Poulton, p. 12.

2 |bid., p. 13.

8 McKenney and Kiesecker, pp. 167 and 173.

4 Michael Crowe, Biodiversity Offsets in the State of Victoria: Key Policy Choices, Panel presentation at the Biodiversity Offsets in
Canada Conference (Ottawa: February 13-14, 2014).
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Offsetting should be set within a clear mitigation hierarchy. First, negative impacts should
be avoided wherever possible. Second, any unavoidable negative impacts should be
minimized to the extent possible. Offsetting then offers a means to deal with residual
impacts that cannot be addressed through avoidance or minimizing harm.

There was strong agreement with the principle:

Agree: 26
Disagree: 1
It depends: 25

Individual comments underlined the need for clear metrics and the need to address limits to
economic growth (rather than assuming that growth is a given). Steve Hounsell, chair of the
Ontario Biodiversity Council, recommended that the explanation of the mitigation hierarchy be
made more robust and explicit by rewording the statement regarding avoidance as follows:

First, ecologically significant, highly vulnerable and irreplaceable sites, features and
habitats should be avoided wherever possible.

2. Net gain

Whether the goal of biodiversity offsetting should be “no net loss” or “net gain” is a central
question that finds proponents and regulators of biodiversity offsetting differing in their
approaches. For some, the standard is no net loss.® For others, it is net gain.' For many, such
as the members of BBOP, the standard is no net loss, and preferably a net gain.®

Support for a no net loss or net gain approach is often expressed in terms of the replacement
ratio: for every relevant element of biodiversity being damaged or destroyed, how much needs
to be replaced? A no net loss approach would be a 1:1 ratio, whereas a net gain approach
would be greater than 1:1. According to some, the ratio needs to vary, depending on a number
of factors including the size and quality of the site impacted, the level of endangerment,’ the
degree of uncertainty and risk, the time lag (i.e., between the damage occurring and the
achievement of the offset) and the location. The Department for Environment, Food & Rural

'S The total number of participants voting on principles at the forum was 29. Note that we asked participants only to agree or
disagree with the principles, but some opted to qualify their response with “It depends.”

'6 For example, this is the approach to wetlands mitigation under the US Water Resources Development Act (See McKenney and
Kiesecker, p. 166).

7 For example, offset regimes in New South Wales and Western Australia (See McKenney and Kiesecker, p. 166); Nature
Conservancy of Canada (Dan Kraus, voluntary offsetting presentation at our first workshop, October 23, 2013); and
recommendations of Ontario’s Bobolink Round Table (Bobolink Round Table, Progress Report #1, June 2012, p. 8; Bobolink
Round Table, Progress Report #2, February 2013, pp. 5-6).

'8 See BBOP Principles on Biodiversity Offsets, principle #4 (2013), p. 6; this is also the standard for Hydro One (Brian McCormick,
Bruce to Milton Transmission Reinforcement Project presentation at our second workshop, February 5, 2014).

'® For example, Alberta Conservation Association recommends replacement ratios varying from 1:1 to 4:1, based on ecosite rarity
(Conservation Offsets: A Working Framework for Alberta. Sherwood Park: 2011, Table 2). See also Simon Dyer, Jennifer Grant,
Terra Lesack and Marian Weber regarding the Provincial Guideline on Biodiversity Offsets for the Republic of South Africa,
Provincial Government of the Western Cape, which recommends a replacement ratio ranging from 1:1 to 30:1 for critically
endangered ecosystems (Catching Up: Conservation and Biodiversity Offsets in Alberta’s Boreal Forest, Canadian Boreal Initiative,
The Pembina Institute and Alberta Research Council, Ottawa: 2008. p. 17, Table 3). Also mentioned in Joseph W. Bull et al.,
“Biodiversity Offsets in Theory and Practice,” Fauna & Flora International, Oryx, 0(0), p. 5.
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Affairs in the United Kingdom, for example, recommends up to a 10:1 replacement ratio, based
on some of these factors.?°

The replacement ratio is the “most commonly used means” to manage uncertainty: the size of
the offset is “increased by some multiple in order to compensate for the risk of failure or
inadequacy.”' The size of the ratio is of little comfort, however, if the offset fails to achieve the
intended outcomes and the project results in a net loss of biodiversity.?

In framing this issue at the workshops, we clearly stated and explained Ontario Nature’s
position that biodiversity offsetting should proceed only on a net gain basis. This position is
based on:
1 Uncertainty regarding the outcome. (Will restored habitat be as viable as existing
habitat that will be destroyed? A bird in the hand is worth two in the bush.);
9 Scientific uncertainty (for example, regarding species status and requirements,
cumulative impacts, restoration techniques);
1 Risk of default or reversal of projects;*
1 The time lag between the loss or damage of the targeted biodiversity values and the
achievement of the full offset;>* and
1 Ongoing trend of biodiversity decline: a no net loss approach simply entrenches this
trend.®

At our first three workshops, we examined the issue of no net loss versus net gain in terms of
the desired replacement ratio. At the first two workshops, there was consensus that the ratio
needs to be greater than 1:1. In addition, individual participants recommended that the ratio:

Be science-based, transparent and flexible to accommodate varying ecological values;
Be applied and evaluated at the eco-district or watershed scale;

Take into account landscape context, size, condition and irreplaceability;

Reflect the rate at which habitat is being lost or gained outside the areas where the
offsets actually apply; and

=A =4 -8 4

20 Department for Environment, Food & Rural Affairs, Biodiversity Offsetting in England, Green Paper (London: 2013), p. 10, Box 4.
21 Poulton, p. 37.
2 Bull et al., p. 5.

See for example, reference to a group that mismanaged endowment funds and eventually went bankrupt in Carsten Mann and
James D. Absher, “Adjusting Policy to Institutional, Cultural and Biophysical Context Conditions: The Case of Conservation
Banking in California,” Land Use Policy, 36, (2014), p. 79.

24 See McKenney and Kiesecker regarding the need to factor time lags and uncertainty into the offset/compensation ratio. Other
factors to be considered include the offset mechanism (restoration vs. preservation/averted loss), equivalence, conservation
significance, location, and risk of failure, p. 172. Note how time lags underpin the approach recommended by the Alberta Boreal
Conservation Offsets Advisory Group to calculating the ratio “Where an offset is based on restored land it will be on a greater than
one to one basis as the restored land will not provide the same ecological function for some time.”(Alberta Boreal Conservation
Offsets Advisory Group, Regulated Conservation Offsets with Banking: A Conceptual Business Model and Policy Framework,
October 2009, p. 24).

25 Martine Maron, Ascelin Gordon, and Joseph W. Bull, Setting appropriate baselines for biodiversity offsetting, BBOP webinar,
(January 31, 2014).
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i Take into account non-biodiversity values (e.g., community values, public health,
ecological goods and services) — even though this would make calculations much more
complex.

At the third workshop, there was strong agreement, but not consensus, that the replacement
ratio should be greater than 1:1. Various participants highlighted the importance of factoring
into the ratio the quality of the sites (i.e., more than a simple hectare-per-hectare approach to
calculating the ratio), risk factors (including the difficulty of replacing the feature lost), the trend
of declining biodiversity, and social values. ?°

At the forum, we tested this principle:
Offsetting should require achievement of an overall net gain.
There was strong agreement with the principle:

Agree: 24
Disagree: 3
It depends: 2

One participant expressed concern about applying the principle to agricultural communities
and felt that no net loss should be the bottom line, with net gain as a goal under exceptional
circumstances. Issues raised by other participants focused on the difficulty of calculating net
gain, including the need for clear metrics, the need to address the time lag, and the value of
avoiding destruction (i.e., maintaining what is there). One participant cautioned that a net loss
could be made to look like a gain, depending on the value or measure used.

Another point of discussion centred on the replacement lands and where these would come
from. Would offsets occur on farmland? Would they be regionally based? Participants
suggested that in addition to farmland, highly degraded sites (e.g., abandoned aggregate pits,
brown fields) offered excellent offsetting opportunities and could be factored into a regional or
watershed-based plan for restoration and land use.

3. Limits to offsetting

It is widely acknowledged that there are limits to what can be offset; some elements of
biodiversity are irreplaceable or simply too vulnerable to be considered for an offsetting
scheme. The relevant BBOP principle is:

26 At this workshop, Lorne Johnson presented the approach to establishing the ratio outlined in the draft standards of the
Cornerstone Standards Council, a voluntary certification program for the aggregates industry. The draft standards contemplate
two approaches: 1) using the percentage of forest cover as a proxy for determining overall ecosystem health — the lower the forest
cover, the higher the ratio; or 2) using a scientifically supported alternative approach to the proxy that provides a stronger
conservation rationale (i.e., takes quality into account). See p. 17 of this report for more details.
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Limits to what can be offset: There are situations where residual impacts cannot be fully
compensated for by a biodiversity offset because of the irreplaceability or vulnerability of
the biodiversity affected.?”

A strong policy framework is needed to set clear limits and outline the circumstances under
which biodiversity offsetting would be allowed. One concern in the Ontario context is that
offsetting might undermine current natural heritage protections as set out, for example, in the
2014 Provincial Policy Statement (PPS), which prohibits development in many significant
natural features.®

In setting limits to offsetting, addressing risk is the key consideration, based on many factors:

1 Degree of vulnerability: What is the likelihood or imminence of loss of species or
ecosystems? Vulnerability is high where affected biodiversity is at risk, specialized and
restricted in distribution, uniquely adapted to few locations, slow to regenerate,
relatively immobile,?® or demonstrates high fidelity to particular sites, etc.

1 Size or extent of the impact: This would apply to the size of the area to be impacted,
and the number of species and size of populations to be harmed.

1 Cumulative impacts: Piecemeal, project-by-project decision-making can result in
“death by a thousand cuts,” underlining the need for policy and planning that take into
account the broader land use context.

91 Irreplaceability: This is a contextual measure and could be considered at a local,
regional, national or global scale. Avoidance is the best strategy where the elements of
biodiversity are deemed irreplaceable.°

1 Long-term security: Are there sites or legal mechanisms available to secure the offset
for the long term? Has sufficient funding been secured to deliver and maintain the offset
over the long term?*

1 Location: Is there a suitable location for the offset? For example, proximity to the site of
impact, proximity to source populations, landscape connectivity and ecosystem
function must all be considered.

1 Time lags: How long will it take for the offset to be achieved?? What values will be lost
or impaired as a result of the time lag?

27 BBOP Principles on Biodiversity Offsets, http://bbop.forest-trends.org/documents/files/bbop_principles.pdf.

28 Ontario Ministry of Municipal Affairs and Housing, Provincial Policy Statement, 2014, sections 2.1.4 and 2.1.5. Indeed, the feared
weakening of protections has already happened with respect to threatened and endangered species in Ontario. Revisions to the
Provincial Policy Statement in 2014 removed a clear prohibition on development in the habitat of threatened and endangered
species, so that the policy now defers to provincial and federal legislation. The relevant provincial legislation, the Endangered
Species Act, 2007, section 17, provides for permits to harm endangered or threatened species or their habitats as long as an
“overall benefit” is provided for the species. Thus, in municipal land use planning decisions, there is now a net gain offsetting
mechanism that opens the door to development in the habitat of threatened or endangered species where before there was a clear
prohibition.

2% See BBOP. Resource Paper: Limits to What Can Be Offset, (Washington D.C.: 2012), p. 9.

30 |bid., p. 5, Box 1.

31 See Australian Capital Territory, ACT Environmental Offsets Draft Guidelines (Canberra: June 2014), pp. 5-6.

%2 As noted by the United Kingdom’s Department for Environment, Food & Rural Affairs, “Some habitats are impossible to recreate
on a meaningful timetable.” (Department for Environment, Food & Rural Affairs. p. 17) Indeed, a proposal to offset the destruction
of ancient woodland in England (planting 100 new trees for every ancient one destroyed) has been the subject of much
controversy. (See The Guardian, “Campaigners attack proposals to allow destruction of ancient woodlands”(January 4, 2014).
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Generally speaking, there is least risk where:

1 There is abundant opportunity to add value (e.g., protecting biodiversity of like or higher
value);

1 The outcome is predictable;

9 Biodiversity is easy to restore with proven, reliable techniques; and

9 There are still abundant source populations for target species.

An example of a relatively low-risk offsetting opportunity in Ontario would be compensation for
the destruction of habitat for the bobolink, a threatened grassland bird. The risk factors are
favourable since bobolinks thrive in human-made habitats (pastures, hayfields); they are still
relatively abundant in Ontario (despite alarming and ongoing declines, they are estimated to
still number about 550,000 in the province); and suitable habitats can be established in a
relatively short time period. It will nevertheless be important to manage risk through a net gain
approach and the strategic location and appropriate configuration of replacement habitats.3®
One of the outstanding challenges for policy-makers is to determine how to factor the quality,
condition and location of development and replacement sites into the replacement ratio, which,
under the provincial government’s current approach, accounts only for the size of the sites.

When we tested the concept of limits to offsetting at our first workshop, there was consensus
about the need to set limits. At the second and third workshops, there was strong agreement
(but not consensus) that limits should be set, and that these should be science-based.

At the forum, we tested this principle:
Some sites, features and habitats should be off-limits to offsetting, based for example on
vulnerability and irreplaceability. The “no-go” criteria should be informed by science and
Aboriginal Traditional Knowledge.

There was very strong agreement with this principle:
Agree: 28

Disagree: O
It depends: 1

http://www.theguardian.com/environment/2014/jan/04/ancient-woodland-cut-down-biodiversity-offsetting). The Woodland Trust is
campaigning to ensure that “ancient woodland will not be included within the scope of biodiversity offsetting schemes. (Eight
simple steps to better protection for ancient woodland. January 10, 2014. http://www.woodlandtrust.org.uk/learn/threats-to-our-
woodland/human-impact/ancient-woodland-protection/)

33 Unfortunately, overall benefit permits for bobolink under the Endangered Species Act,2007 have so far required only a 1:1
replacement ratio. Worse, an exemption to the act’s requirements granted to the housing development industry set a range of
replacement ratios as low as 1:10 (one hectare of replacement lands for every 10 lost). In 2013, a new exemption was put in place
for projects not covered under the original exemption and for other forms of development impacting bobolink and eastern
meadowlark, requiring a ratio greater than 1:1 for replacement habitats (O.Reg. 242/08, section 23.6).
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Individual participants pointed out that implementation of the principle would depend on
political will (and a willingness to say no to some proposed projects), that setting limits was an
important element of the mitigation hierarchy, that community values should be considered in
addition to science and Aboriginal Traditional Knowledge, and that the instability of some
habitats (e.g., meadows) would pose a challenge to implementation.

4. Establishing equivalence

Offsetting requires comparing the disturbed site to the offset site in order to assess the values
that are lost and replaced, and to establish the equivalence of one to another. Equivalence
means that “gains are commensurate with losses” with respect to the type, amount, quality,
timing and location.?* Establishing equivalence is one of the fundamental challenges posed by
biodiversity offsetting since, as Poulton argues, “the hard reality [is] that no two sites are
identical.” In the absence of perfect equivalence, he recommends that care be taken to achieve
the best results possible:

Because we cannot replicate all of the ecosystem factors of the impact site, it is critically
important that we identify which features, functions and services that we value so that
the offset project may focus upon them. This is partly a job for technical experts, but it is
also a job for communities and stakeholders.®

He notes the need for a “currency” to assess and compare values, and he cautions that simple
currencies, like size or area alone, are often considered inadequate, as they increase risk. He
acknowledges, however, that more detailed or complex currencies add to time and transaction

costs, and that proxies are often used to simplify the determination of equivalence.®®

The draft Cornerstone Standards Council standard demonstrates one approach to using a
proxy to establish equivalence, based on the percentage of existing land cover:

Proposed compensation ratios:

The following ratios are to be used as a minimum baseline when determining appropriate
ratios for compensating lands.

For ecosystems with an existing forest cover at a sub-watershed scale of:

(i) >50%: compensating lands will be at a 1:1 ratio (e.g., for every hectare of
natural feature removed one hectare will be restored and protected)
(if) 40 - 50%: compensating lands will be at a 1:1.5 ratio (e.g., for every hectare of

natural feature removed one and a half hectares will be restored and protected)
(iii) 30 - 40%: compensating lands will be at a 1:2 ratio (e.g., for every hectare of
natural feature removed two hectares will be restored and protected)

34 ]JUCN and ICMM, section 3.
% Poulton, p. 31.
% |bid., p. 32.
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(iv) <30%: compensating lands will be at a 1:3 ratio (e.g., for every hectare of
natural feature removed three hectares will be restored and protected)

These ratios will be followed by the applicant unless a scientifically supported alternative
approach is developed that provides a stronger conservation rationale and that has been
endorsed by a peer review by CSC approved ecologists.®”

In some jurisdictions, standard units of measurement have been developed in order to
incorporate other factors, such as rarity and quality of the sites, into the determination of
equivalence. In Victoria, Australia, for example, the standard unit of equivalence is the “habitat
hectare,” which takes into account area (amount), site conditions (quality) and landscape
context.® In England, the currency is “standard biodiversity units.”® The United States is
moving towards “functional acres” to take into account a quality score.*

In their discussion of equivalence, McKenney and Kiesecker note a general preference, across
jurisdictions, for replacing “like with like,” which they term “in-kind offsets.” This is in contrast
to “out-of-kind offsets” which permit different types of compensation. Importantly, they note
that there is little to no support for “very out-of-kind” offsets such as funding for education and
training.*’

At the meeting we held with First Nations people prior to the forum, attendees emphasized the
importance of taking into account past, present and future cultural values when determining
equivalence.

At the forum, we tested this principle:

In establishing equivalence, the offset must take into account not only quantity (size) but
also quality with respect to the condition of both sites and their landscape context.

There was strong agreement with the principle:

Agree: 23
Disagree: 6

There was general agreement that metrics are key and need to be clearly defined. Individual
participants questioned the inclusion of economic values in the determination of equivalence
and noted the importance of also considering the temporal element (time lag between
destroying and replacing, for example, a mature ecosystem). With respect to the underlying
tension between detailed evaluations and cost efficiencies, Nicole Klenk suggested that where

37 Cornerstone Standards Council, Draft Responsible Aggregate Standards, Draft 2.0, January 2014, p. 38.

% McKenney and Kiesecker, p. 173.

39 Department for Environment, Food & Rural Affairs, pp. 3, 10.

40 Nicole Maness, Investing in Conservation: Market Based Approaches to Protecting Natural Resources in the U.S., Panel
presentation at the Biodiversity Offsets in Canada Conference (Ottawa: February 13-14, 2014).

4 McKenney and Kiesecker, pp. 169-170.

18 Ontario Nature



stakes are high, a detailed, case-by-case assessment of equivalence is needed, but
standardized scoring (i.e., templates) could be appropriate for more standard sites of lower
conservation value.*

5. Duration of offsets
The duration of offsets — how long they need to last — is a multi-faceted issue, linked to the
duration of the impacts of development. This is the relevant BBOP principle:

Long-term outcomes: The design and implementation of a biodiversity offset should be
based on an adaptive management approach, incorporating monitoring and evaluation,
with the objective of securing outcomes that last at least as long as the project’s impacts
and preferably in perpetuity.*®

Accordingly, there is general agreement that a permanent offset is needed where the
development itself is permanent (e.g., road, infrastructure or housing development). For
example, when Hydro One sought to offset the impacts of its Bruce to Milton hydro corridor
project, permanence was a primary consideration in ranking potential offset opportunities.*

As noted by Poulton:

Given that many developments are effectively permanent, or have no defined timeline for
reclamation, there is a general preference for offset gains to be secured in perpetuity.*

This preference for offsets in perpetuity is also highlighted in McKenney and Kiesecker’s review
of offset policies in the United States, the European Union, Australia and Brazil.*6

Yet, while permanence may generally be desirable, it is important to consider situations where
temporary offsets might be acceptable and appropriate. If the impacts of development will not
be permanent, it would be reasonable to contemplate temporary offsets. For example, an
offset being piloted under Ontario’s emerging Species at Risk Benefit Exchange (SARBEX)
program involves a solar energy project that is anticipated to last 20 years. The developer will
cover the cost of the offset, to be provided by South Nation Conservation Authority, for the life
of the project.*’

Furthermore, in southern Ontario, where much of the land base is in private hands, requiring
permanent offsets would limit the involvement of farmers who want to maintain control and
flexibility over use of their lands. Recognizing this dilemma, Ontario’s Bobolink Round Table,
composed of farmers, conservationists and other stakeholders, recommended an approach to

“2 Nicole Klenk, The Story of Conservation Banking in California, Panel presentation at the Biodiversity Offsetting Forum (Toronto:
May 14, 2014).

43 BBOP, http://bbop.forest-trends.org/documents/files/bbop_principles.pdf

4 Brian McCormick, 2014.

4 Poulton, p. 36.

46 McKenney and Kiesecker, Table 1, p. 169.

47 Michelle Cavanagh and Pat Piitz, Offsetting Under the ESA, Workshop presentation (Toronto: October 23, 2013).
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the Ministry of Natural Resources that would not discourage the participation of farmers as
offset providers. The round table recommended that offsets generally be related to the duration
of the project requiring the offset, or based on a scale appropriate for the affected species. To
accommodate long-term project impacts, it advised the government to allow some degree of
“portability,” enabling some offset sites to move geographically through time, “as long as the
agreed-upon total combined number of acres remains the same”:

For example, if an approved stewardship organization commits to offsetting 1000 acres
for a buyer, it is not necessary that exactly the same 1000 acres must be maintained
through the specified time period. That is, within the 1000 acres, some projects could
be damaged or destroyed over time, provided that appropriate replacements are
simultaneously made to the lost projects to maintain the overall stock at 1000 acres.
This recognizes that some sellers may need to change their land use over time (e.g.,
farmers who need to rotate their fields).*

According to Vic Adamowicz, research director at the Alberta Land Institute, there has been a
pushback against achieving permanence through conservation easements in the agricultural
landscape, again in order to maintain options. He points to revolving land purchase as an
effective mechanism to achieve the permanence objective.*

At our first workshop, there was strong agreement that offsets should generally be permanent,
but not in all situations. It was recognized not only that permanent offsets could be a barrier to
the participation of some private landowners in offsetting, but also that some landscapes and
ecosystems (e.g., dunes, grasslands) shift and change over time. The notion of “portability”
was also supported as a means of providing flexibility for landowners while ensuring
permanence at a regional or landscape scale.

At our second workshop, opinions were divided. Participants stressed the need for a case-by-
case approach, taking into account the duration of the impacts of development.

At the third workshop, there was strong agreement that duration must be linked to the time
frame of the project as a minimum. There were questions about the very notion of permanence,
since neither ecosystems nor corporate entities are permanent, and whether the issue was
more about “security” or “administrative permanence.”

At the forum, we tested this principle:

The outcomes secured through an offset should last at least as long as the project’s
impacts, and ideally in perpetuity.

There was strong but conditional agreement with the principle:

48 Bobolink Round Table, June 2012, p. 7.
9 Vic Adamowicz, Alberta Land Stewardship: Biodiversity Offsets as a Component of Land use Planning, Presentation at the
Biodiversity Offsets in Canada Conference (Ottawa: February 13-14, 2014).
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Agree: 26 (with conditions)
Disagree: 3

Several participants suggested separating the notion of “permanence” from the “location” of
the offset in order to accommodate dynamic systems (e.g., succession, changes in land
ownership, the needs of different species). During his panel presentation on averted loss,
rancher Bryan Gilvesy advised that the permanence we seek is in the minds of people, i.e., a
long-term commitment to conserving and restoring nature. He stressed the importance of
engaging people through habitat creation (as opposed to averted loss) to foster this long-term
commitment. *°

6. Location

How close should an offset site be to the place where the negative impact has occurred? From
a local, community perspective, it would be desirable to locate the offset as close to the impact
site as possible so that a certain amount of habitat and the benefits it provides are maintained
in a given area and the community does not lose out. However, in some cases, due to a lack of
appropriate or available lands, it may not be possible to locate the offset near the impact site.
When development proceeds in the intact environments of Ontario’s Far North, for example,
there are few opportunities for habitat restoration offsets nearby. Indeed, according to Braulio
de Souza Dias, executive secretary for the Secretariat of the Convention on Biological

Diversity, offsets in an undisturbed area are extremely difficult if not impossible to achieve.®’

In other cases, it might even make sense to locate the offset farther away for strategic reasons.
From a broader landscape perspective, there could be a greater overall conservation benefit if
offsets are located so as to increase the size of an existing habitat area, connect existing
habitats or create habitat of a higher quality (better climate, better soil, closer population
sources).

In their review of offsetting policies internationally, McKenney and Kiesecker show that the
offset location is generally determined according to the landscape context (e.g., same
watershed, same bioregion, same bird migratory path) and conservation outcome (e.g., best
long-term benéefit to the species). They contend that policy guidance is moving away from strict
requirements to locate the offset as close as possible to the impact site.>

Organizations providing offsets in southern Ontario, such as the Toronto and Region
Conservation Authority (TRCA) and the Nature Conservancy of Canada, have adopted a
strategic approach to locating offsets. For example, in offsetting the impacts of road widening
and the extension of Highway 407 on redside dace, an endangered fish species, the TRCA is

50 Bryan Gilvesy, Panel presentation on additionality and averted loss, Biodiversity Offsetting Forum (Toronto: May 14, 2014).

51 Braulio De Souza Dias, Opening Remarks: Biodiversity Offsets: A View from the Convention on Biological Diversity, Presentation
at the Biodiversity Offsets in Canada Conference (Ottawa: February 13-14, 2014).

52 McKenney and Kiesecker, Table 1, p. 169, p. 173.
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restoring streams in priority areas.® Similarly, the Nature Conservancy of Canada determines
where its offset projects will be sited based on eco-regional assessments.>

McKenney and Kiesecker maintain that such landscape level planning should be a requirement
of offsetting frameworks:

Landscape plans allow practitioners to consider the cumulative impacts of current and
projected development. This can guide which step of the mitigation hierarchy should be
applied (i.e. avoidance versus offsets) and ensure that, rather than piecemeal activities,
mitigation is consistent with broader conservation goals to maintain large, resilient
ecosystems that support healthy wildlife habitats with sufficient connectivity and benefit
human communities. *°

At our first workshop, there was consensus that flexibility is needed in locating offsets, and that
decisions should be based on science and local knowledge, taking into account issues related
to connectivity, functionality and threats. The value of “clustering” projects for greater impact
was recognized.

At our second workshop, there was consensus that the offset location should be based on
desired conservation outcomes. Individual participants noted that the offset should be located
in the same region as the disturbed site, and that the scope and scale of the project and the
species impacted should be taken into account.

At our third workshop, there was strong agreement that the location of the offset should be
based on desired conservation outcomes, and that this factor should take precedence over
others. There was strong support for locating the offset in the same region, and participants
recognized that community input needs to be considered in determining location.

At the forum, there was consensus on the following principle:

The offset location should be based on desired conservation outcomes (i.e., generally, it
is desirable to locate the offset close to the disturbed site, but in certain situations there
may be more of a benefit to the species or ecosystem if located farther away).

Participants suggested that decisions about location should be based on regional conservation
priorities and should take into account surrounding land use trends to assess ecological value
and integrity at a landscape scale. One participant noted that a regional planning approach
would help to address cumulative impacts, and another proposed that conservation authorities

could play a lead role in watershed-b_
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