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1. Introduction

Chapter 11 of the Nature Conservation Act (9/2023, NCA) lays down provisions on the procedure for
voluntary ecological offsetting and the criteria for compensation. The provisions of the Act are specified
in the Decree of the Ministry of the Environment on voluntary ecological compensation (933/2023,
hereinafter the Ministerial Decree on Offsetting, MDO).

This application guide presents a set of acts, decrees and preparatory documents (Government
proposal to Parliament for the Nature Conservation Act and amendments to certain related acts (HE
76/2022 vp) and the Explanatory Memorandum to the Decree of the Ministry of the Environment on
Voluntary Ecological Offsetting (1.9.2023, VN/1661/2023).

This Guidance Document proceeds in accordance with the provisions of Chapter 11 of the Nature
Conservation Act, and each provision of the Ministerial Decree on Offsetting is discussed in connection
with the section which it supplements.

The Guidance Document has been drafted by Senior Ministerial Legal Adviser Leila Suvantola,
supported by Senior Specialist Suvi Borgstrom, Senior Specialist Saku Harkénen and Senior Ministerial
Adviser Olli Ojala. Valuable comments on the draft were received from Doctor Joel Jalkanen and
Research Director Heini Kujala in the BOOST research project financed by the Strategic Research of
the Academy of Finland, specialists Paula Salomaki and Pyry Makela representing the Centres for
Economic Development, Transport and the Environment of Uusimaa and Varsinais-Suomi, and from
Director of Environmental Affairs Tarja Séderman, City of Espoo who consulted the cities of the Helsinki
Metropolitan area Vantaa, Espoo and Helsinki.

This English version of the Guidance Document is a slightly shorter version of the original and it is to be
noted that the translation of the legislation is unofficial.

2. Overview

Ecological offsetting is an economic policy instrument that, in accordance with the polluter-pays
principle, includes the costs of harm to biodiversity in the project's implementation costs.

The Government proposal for the revision of the nature conservation legislation (HE 76/2022) presents
a general description of voluntary ecological offsetting. The provisions of Chapter 11 of the Nature
Conservation Act prescribe the voluntary offsetting for deterioration of nature values. The provisions
enable exhibition and verification of environmental responsibility in relation to biodiversity of the
activities of an operator for example, to the financier or clients, civil society and business partners. The
provisions promote voluntary safeguarding of biodiversity and create new opportunities for sustainable
business.

The voluntary ecological offsetting scheme is based on the following principles: simplicity, certainty,
equality, transparency and incentive. The legislation is limited to what is necessary for the objective, so
that the activities of economic operators and public administration, such as municipalities, remain as
flexible as possible in terms of organising the planning and implementation of offset measures and the
content of contracts between the parties.
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The aim of these provisions is to ensure that the area or quality of habitat types or species' sites or
habitats does not deteriorate as a result of economic activity but remains at least at the same level. The
occurrence of a habitat type or habitat of a species used as an offset shall be demarcated by decision
of the nature conservation authority and its destruction or deterioration shall be prohibited. At the same
time, the provisions allow a private landowner, an enterprise, a municipality or a state enterprise to
generate nature values as an economic activity that can be used and an offset for the deterioration of
nature values caused by economic activity. The provisions provide operators wishing to generate
nature values an official verification that the nature values generated are commensurate, usable in
voluntary offsetting, for example in the derogation procedure, and the reliability of the activities both for
those participating in the activities and for civil society.

3. Definitions

The key definitions of voluntary ecological offsetting are as follows:

Ecological compensation is defined in section 3 (1)(5) of the NCA as follows: ecological compensation
means offsetting a deterioration caused in species and habitat types by improving the status of species
and habitat types outside the impacted site once any deterioration has primarily been avoided, secondly
been minimised and, where possible, the status of the impacted species and habitat types has
undergone restoration in the impacted area. Thereinafter the concept of ecological offsetting is used in
the same meaning.

Degradation is a measure that reduces the ecological quality of an occurrence or habitat of a natural
habitat in some direct or indirect way or reduces its surface area.

Party causing a deterioration is defined in section 98 (1) of the NCA and it refers to an operator whose
activities impair nature values. Deterioration refers to a measure that changes the state of the habitat of
a natural habitat or a species. The land use planning decision of an area or an environmental permit
decision does not degrade nature values. The actual measures affecting the environment, such as
excavation of land, felling of trees or the like are considered to cause deterioration.

Offsetting the degradation is equivalent of ecological compensation.

Site to be degraded is defined indirectly in section 104 (1) of the NCA and it refers to the site where the
ecological status of the habitat or habitat of the habitat type is to be degraded.

Nature value to be offset is defined indirectly in section 98 of the NCA and refers to the presence of a
wild habitat or the habitat of a species.

Offset measure is defined in section 99 of the NCA as follows: Offset measures are measures that 1)
return a site the nature values or condition of which has deteriorated to a restoration process towards
the natural state or a desired state in terms of biodiversity; 2) increase the area of the habitat type or
habitat of a species; or 3) improve the ecological quality of the habitat type or habitat of a species.
Habitat types or species do not have to be endangered, but they do have to be natural habitat types or
species referred to in the Nature Conservation Act. For example, park or garden vegetation or species
of foreign origin are not suitable for offsetting deterioration.
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Offset site is defined in section 103 (2) of the NCA and refers to the site used for offsetting either where
offset measures are taken or which is used as an avoided loss offset.

Offset plan is defined in section 103 of the NCA, which lists the information to be included in the plan.

Offset Register is defined in section 106 of the NCA as a register in the Nature Conservation
Information System, where everyone has access to the information on the nature values generated and
their use as offsets.

Nature value hectare is defined in section 1 (2) of the Ministerial Decree on Offsetting as follows: nature
value hectare means a nature value equivalence assessment unit that indicates the nature value per
hectare of an area relative to a hectare of an area in a natural or comparable state. The number of
hectares of the site's nature value is the area multiplied by the farm's nature value.

The status of the nature value is defined in section 2 of the Ministerial Decree on Offsetting as follows:
the status of nature value is estimated in tenths of the rising classes, where the lowest class 0 is an
area that has completely lost its natural state and the highest class 1 is an area that is natural or
comparable to a natural state.

Nature value equivalence is defined in section 1 of the Ministerial Decree on Offsetting and refers to
both qualitative and quantitative equivalence.

Additionality is indirectly defined in section 99 (2) of the NCA which restricts offset measures to those
which are not required by law or other obligation.

Fundamental measures are defined in section 102 (1) of the NCA and refer to measures that create the
conditions for achieving the desired status.

Avoided loss offset is defined in section 100 as follows: An avoided loss offset means the permanent
conservation of an occurrence of a threatened habitat type that is representative in terms of its natural
state that: 1) maintains or improves the natural state or the desired state in terms of biodiversity by
preventing activity causing the deterioration of the natural state; and 2) produces a better ecological
outcome that the offset measures referred to in section 99. Only a threatened habitat type in a
representative natural state qualifies as an avoided loss offset site.

Desired state is mentioned in section 103 (2) of the NCA and defined in section 5 (2) of the Ministerial
Decree on Offsetting. This means the status to be achieved by offset measures and protection,
determined on the basis of the best scientific knowledge of the response of each nature value to offset
measures and conservation, taking into account scientific uncertainty.

The nature values generated/fo be generated are mentioned for the first time in section 98 and refer to
the improvement of the state generated by offset measures, i.e. the change from the initial state to the
desired state. The nature values are generated by carrying out fundamental measures, although the
improvement typically progresses according to the response over several years.

The endangerment factor is defined in section 3 (2) of the Ministerial Decree on Offsetting and takes
into account the endangerment of the nature value to be degraded by multiplying the estimated amount
of the degradation by the factor specified in the provision.
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The natural science concept of response is not defined in the Act or the Decree. It refers to the level,
time and kind of trend in which the offset measure improves the condition of the habitat type or habitat
of species.

4. General Description of Voluntary Ecological Offsetting

The generation of nature values and their use as voluntary offsetting for deterioration of nature values
proceeds as follows:

1) A landowner willing to generate nature values (a generator of nature values) draws up a offset plan
in accordance with the general rules on offsetting. It is up to the generator to decide which habitat types
or habitats of species he wishes to improve in the area he owns. The plan shall assess the state of the
habitat type or the habitat of species to be improved in order to estimate the amount of nature values to
be generated.

2) The Centre for Economic Development, Transport and the Environment (hereinafter nature
conservation authority), upon application by the landowner, issues a statement on the appropriateness
of the offset plan and communicates the statement to the municipality and the Regional Council of the
geographical area.

3) The generator of nature values implements the offset measures according to the offset plan as they
are a prerequisite for the improvement of nature values towards the desired state (fundamental
measures).

4) At the request of the landowner the nature conservation authority gives a statement on the quality
and quantity of nature values generated in nature value hectares.

5) At the landowner's request the nature conservation authority registers the generated nature values in
the Offset Register. In this purpose the owner must give his or her consent e.g. in the application.

6) The operator planning a measure or project leading to degradation of nature values (the party
causing the degradation) is to identify the nature values to be degraded by the planned measure or
project. The deterioration will be assessed for all habitat types, as well as for all species not sufficiently
covered by the habitat, i.e. at least specially protected species, EU strictly protected species and
endangered species.

7) The party causing degradation may voluntarily agree with the generator of nature values to propose
the nature values as an offset for the deterioration and the price to be paid. With regard to management
measures that need to be renewed, such as the continuous management of traditional biotopes, it is
recommended that the agreement is conditional on the regular implementation of the management
measures and the payment to be made on a fixed-annual so that the generator of nature values
receives a permanent income from the implementation of the measures and the purchaser ensures the
implementation of the measures in question.

8) At the request of the party causing degradation the nature conservation authority makes a decision
on the equivalence of the degradation and the proposed offset. Equivalence has to full or above
deterioration. If the offset is at least equivalent and meets the criteria laid down in the Act, the nature
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conservation authority shall issue a positive decision. The decision prohibits the destruction and
deterioration of the nature values of the offset site. The decision defines the boundaries of the offset
site. The prohibition has immediate affect once the decision has been notified to the owners and
holders of the area. The decision shall be entered in the land register. This ensures the permanence of
the nature values generated.

9) The party causing degradation pays the agreed price to the generator of nature values (and, if
agreed, a fixed-annual monetary compensation for the implementation of continuous management
measures).

10) the nature values generated are recorded as used offsets in the Offset Register. In accordance with
section 106 of the NCA this is mandatory information in the Offset Register.

Information on offsets for deteriorations is published in an open-access information system (“Offset
Register”) to provide civil society members and other operators with information on what kind of an
offset has been deemed adequate and demonstrate that nature value deteriorations have actually been
offset. The register also provides access to information on available generated nature values. However,
if economic operators develop marketplaces for the exchange of nature values, the register will provide
the availability of information on the compliance with the criteria for laid down by law and the verification
procedure.

Landowner Certiication of original i

= status, implementation of
generator of nature offset activities, amount of
values generated nature value

hectares

Exchange of (Tr?dmg
nature value site /
hectares broker)

Certification of the equivalence of - used_offsets (compulsory)
the degradation and offset = Book keeping

Figure 1. The components of voluntary ecological offsetting.

The landowner can at his request have the information on the nature values removed from the public
Offset Register as long as the nature values have not been used as offsets under section 104 of the
NCA.
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5. Offsetting the Deterioration

Section 98 § of the NCA
Offsetting for deterioration

An actor causing deterioration of nature values in its activity (party causing a deterioration) may offset
the deterioration of a habitat type or the habitat of a species caused by its activity by means of nature
values generated through offset measures specified in section 99 or, where the conditions specified in
section 100 are fulfilled, by means of avoided loss offsets.

Compensation may either be equivalent to the deterioration (no net loss) or exceed it (net positive
impact).

Alternative Forms of Offsetting

Subsection 1 of the provision allows operators, municipalities or other actors, certified by a public authority,
to offset deterioration on voluntary basis for example, in order to implement corporate social responsibility
or the financing terms of the financier. An offset may be approved either for nature values generated by
active offset measures or, if the conditions laid down in section 100 are met, as the permanent conservation
of an endangered habitat type (avoided loss offset). Both are examined in more detail below.

Voluntary offsetting of degradation can also be used to fulfil the derogation permit conditions based on the
Nature Conservation Act in situations where degradation cannot be prevented by avoiding or mitigating
degradation (see further section 15).

Minimum Level of Offsetting

The provision limits the offsetting of deterioration to full or above the deterioration (subsection 2). The
same is stated in section 99 (1), which provides that offset measures are at least to offset the
degradation in full. According to the Government Proposal reasoning, the basic objective of offsetting is
to ensure that the level of conservation of nature values, particularly endangered but also common,
does not deteriorate, but remains at least at the same level as before the deterioration. According to the
Government Proposal according to the international experience the criteria for offsetting are crucial for
achieving the objective of ecological offsetting of not net loss.

Section 99 below examines nature value equivalence in more detail. The full equivalence required by
that provision means that partial offsetting — 50%, for example, or only for certain impaired nature
values — is not possible under the provision. On the other hand, if the applicant is able to clearly identify
a specific part of the degrading project, such as, for example, an individual block of land in the area or
certain plots or a specific part of the longitudinal project, a decision on the equivalence can be made for
the degradation.

The Nature value to be Offset

According to the provision the nature value to be offset is the natural habitat type or the habitat of the
species. By definition, a habitat includes its characteristic plant and animal species (see section 3 (1)
(paragraph 2) of the Nature Conservation Act). Consequently, the majority of species may be regarded
as forming part of the concept of “natural habitat” without any separate assessment and offset of the
effects on the units of each species. There is the exception of species whose survival in the wild is
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threatened or requires strict protection (section 78 of the NCA). Offsetting for the adverse effects on
these species has to be assessed on a case-by-case basis, depending on whether offsetting the
degradation of the habitat type covers also the adverse effects on the species, or whether additional
offset measures are needed for each species.

6. Offset Measures

Section 99 § of the NCA
Offset measures
Offset measures mean measures to compensate for a deterioration caused in a habitat type or the
habitat of a species at the minimum in full.
Offset measures are measures that are not obligatory under legislation or other obligations and that:
1) return a site the nature values or condition of which has deteriorated to a restoration process towards
the natural state or a desired state in terms of biodiversity;

2) increase the area of the habitat type or habitat of a species; or
3) improve the ecological quality of the habitat type or habitat of a species.

Offset Measures

According to section 99 of the NCA offset measures are always active in measures to improve the
natural state of a given area. Paragraph 2 defines offset measures through what they are intended to
achieve. The measure may be, for example, to block ditches in drained marshes, but the objective is to
restore the water balance of the marshes to natural kind of state and thus to enable the restoration of
species typical of the habitat type. The objectives listed in paragraphs 1 to 3 of the section are
alternative, i.e. a measure implementing one of the objectives fulfils the definition, although the
objectives may and often are interrelated. These are active measures to improve the natural state of a
given site, which, in addition to restoration, can also aim to increase the area of a habitat type or habitat
suitable for the species or to improve its quality by rehabilitating or managing degraded habitat types.

By definition, offset measures may be targeted at areas in impaired natural condition. In practice, an
area with a representative natural status is not suitable for offsetting because active measures cannot
be taken to improve its state. However, such a site may be eligible as an avoided loss offset referred to
below.

The area covered by offset measures must be such that it is possible to improve its condition by means
of measures. In particular, an area that forms an ecological entity of similar conditions of humidity, such
as improving the condition of a marsh habitat type, may require that the entire marsh area is subject to
restoration measures. The object of the restoration may therefore consist of an area owned by several
landowners, all of whom are willing to carry out offset measures, provided that it is the same nature
value (habitat type/site of the species) and a coherent geographical unit. The opinion on the offset plan
discussed in the section on the procedure below can be applied jointly for a large number of properties
and landowners by using the application of the electronic service of the environmental administration
https://sahkoinenasiointi.ahtp.fi/fi/palvelut.
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Separate applications must be submitted for offset measures and avoided loss offsets, as they are
processed in different way. Below, in the section on the offset plan, the nature values generated by the
offset measures are discussed in more detail.

Data on the improvement of nature values that can be achieved with offset measures is gathered in a
report the pilot project of the Finnish Environment Institute on ecological offsets and the BOOST
research consortium to be published in January 2025. In it will be presented assessments of the
effectiveness and time lags of restoration measures and define average responses in all habitat groups
to average typical situations where measures have been successful as planned, taking into account
natural variations or anomalies caused by weather phenomena. The report will identify the initial
responses of different habitat types to the most common restoration measures and assesses: 1) the
minimum status of the habitat type in which the restoration measure can provide a response; 2) the
maximum improvement of the habitat type by each restoration measure; 3) the time and form of the
response and 4) the degree of uncertainty associated with the response.

The response time to the best achievable improvement varies from a few years (for example, complete
eradication of invasive alien species by traditional biotope brings benefits in 3-4 years) to nearly one
hundred years (restoring the water management of nutrient rich mires by blocking ditches will bring full
benefits within about 90 years). In the same habitat type, the response times to different measures
differ. The certainty of the implementation of the measures varies from very certain (for example, the
uncertainty of restoring the rivers of norms, streams and small rivers is only 6%) to moderately
uncertain (for example, the restoration of water management in drained bogs of the above measure by
blocking ditches is 35% uncertainty). A considerable number of measures have the potential to reach a
state comparable natural state, but some measures can only achieve partial effectiveness (the
restoration of water management in nutritious mires can only reach improvement of 0,5 compared to
the natural state (1) if the operation is carried out on a very degraded site).

Additionality

The provision of section 99 of the Nature Conservation Act restricts offset measures to measures that
generate additionality. Under the second paragraph of that section, only measures which are not legally
obliged under a statutory or other obligation fulfil the definition. According to the Government Proposal,
there is no additionality, for example, in conservation or improvement of the nature values of state-
owned Natura 2000 sites and state-owned nature reserves, as this can be considered a task of the
state authority responsible for nature conservation. Similarly, the condition of additionality is not fulfilled
by measures relating to a contract or economic benefit such as agricultural aid or state aid or
obligations under certificates such as forest certificates. On the other hand, measures going beyond
those obligations fulfil the criterion. In land use planning, the designation of an area for recreational use
or, for example, for the organic management of storm waters does not exclude the area from qualifying
for offset measures. However, the measures must improve habitat types or habitats of species beyond
the recreational and storm water absorption targets.

Reservations in land use plans do not oblige active measures, so all restoration measures are always
additional. The conservation provisions of nature conservation area do not oblige measures to improve
nature values either. While measures to increase the nature values of existing nature conservation

10
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areas should be treated with restraint, this may be justified in some circumstances. For example, a
private nature reserve associated with a larger habitat may be justified as an offset site.

According to the Government Proposal, general statutory tasks, such as municipalities' obligation to
promote biodiversity in their area, do not exclude municipal offset measures from the additionality
requirement either. Thus, in spite of the task assigned to it by the legislation, Metsahallitus, for example,
may, if it so wishes, carry out offset measures outside existing protected areas. Measures going beyond
those obligations constitute offset measures within the meaning of that provision, provided that they can
be demonstrated in a transparent manner. Additional measures may also be taken in non-Natura 2000
protected areas, as the provisions on nature reserves do not oblige measures to improve nature status.
However, the use of nature values generated in this way as offsetting poses a significant risk to public
acceptability and should therefore be treated with restraint as State action.

7. Avoided Loss Offsets

Section 100 § of the NCA
Avoided loss offsets

An avoided loss offset means the permanent conservation of an occurrence of a threatened habitat type
that is representative in terms of its natural state that:

1) maintains or improves the natural state or the desired state in terms of biodiversity by preventing
activity causing the deterioration of the natural state; and

2) generates a better ecological outcome that the offset measures referred to in section 99.

The avoided loss offset does not concern active measures, but the permanent conservation of a
valuable habitat type. According to the Government Proposal this could be done, for example, by
establishing a nature conservation area in accordance with the Nature Conservation Act. In this
respect, the reasoning differs from the section 104 of the Act, according to which the decision on the
equivalence of the degradation and offset entails the prohibition of the destruction and deterioration of
the nature values of the offset site and the delineation of the offset site. The decision of the nature
conservation authority ensures the permanence of the nature values and the establishment of a nature
reserve is not required.

As regards the additionality of the avoided loss offset, the Government Proposal states that the
additionality achieved will be determined on the basis of the preceeding situation. If the area is already
subject to a prior restriction of use as a resource, the additionality is lower. In this respect, land-use
plans have been discussed above.

Avoided loss offset can be approved only if the habitat type concerned will achieve a better ecological
result by preservation than by active measures, such as restoration. This would apply to habitat types
for which restoration is difficult or impossible in the short term. These include, for example, old forests.
According to the Government Proposal avoided loss offset typically could concern a mature natural
forest where felling would be permanently prevented. Such an area could also benefit from active
measures to accelerate the development of nature values, such as the increase in decaying wood.
Other habitat types that could be considered as avoided loss offsets include, for example, the fell
habitat types in Lapland.

11
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According to the explanatory memorandum to the Ministerial Decree on Offsetting the nature value of
avoided loss offset is in the current situation based on the ecological improvement achieved by the
scientifically verifiable passive restoration of the habitat type over time irrespective of the economic
activity avoided. For the time being, the benefit of avoided loss offset is limited, as the amount of the
benefit is uncertain and the estimate would be based on accepting the prevailing trend of natural
decline as such. The assessment of the benefit is hampered by the need to calculate the leakage of
harm. The benefits of conservation and the leakage of harm outside the protected site may be equal,
which means that the avoided loss offset does not generate further benefit.

8. Offset Criteria

Section 101 § of the NCA
Offset criteria

Offset measures shall be implemented:
1) in the same or adjacent subzone of a forest vegetation zone, in the same marine area and in the
same or adjacent water body type or aquatic habitat type of the main river basin where the deterioration
is caused; and
2) in the area of the Sami community where the deterioration takes place.

A deterioration in a threatened habitat type or habitat of a species shall be offset by means of
measures targeted at a habitat of the same species or the same habitat type.

If a deterioration cannot for scientific reasons be offset by means of measures targeted at the same
nature value, the deterioration shall be offset by means of measures targeted at a corresponding,
equally threatened or more threatened nature value.

Further provisions may be given by decree of the Ministry of the Environment on the correspondence of
offset measures relating to nature values and geographical locations.

Preconditions for Offsets

The section defines the preconditions for offsetting as to where and for nature value the offset
measures are to be implemented. The Government Proposal recognizes the international experience
on the crucial importance of the offsetting criteria for achieving the objective of ecological offsetting i.e.
no net loss of nature values.

No conditions have been laid down in the NCA or the Ministerial Decree on Offsetting in relation to the
natural range of a natural habitat type or a species, nor is there any need for this under section 99 (2) of
the NCA. According to that provision, the offset measures return a site the nature values or condition of
which has deteriorated to a restoration process towards the natural state or a desired state in terms of
biodiversity; or increase the area of the habitat type or habitat of a species; or improve the ecological
quality of the habitat type or habitat of a species. All alternatives by definition mean that an occurrence
of a habitat type or the habitat of a species is or has been located in the offset site, that is to say, the
provision does not allow the “creation” of a habitat type in a geographical area where it was not
previously present, but allows the restoration of an occurrence of a habitat type or the habitat of a
species to a place where it has disappeared from.

Geographical Equivalence of Offsetting for Terrestrial Habitat Types and Habitats of Species

Offset measures shall be taken for terrestrial habitats and species in the same or adjacent forest
vegetation zone.

12
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According to the Government Proposal from the point of view of geographical equivalence, offsetting
should be carried out in the natural range of the habitat type or species and ideally as close as possible
to the occurrence of the nature value to be degraded.

Under subsection 3 of the section, the provision has been specified as follows in the Ministerial Decree
on Offsetting:

Section 7 § of the MDO
Geographical equivalence of the compensation (para 1)

The areas of forest vegetation zones referred to in section 101, subsection 1, paragraph 1 of the Nature
Conservation Act are:

1) hemiboreal southwest coastal country;

2) south boreal coast of Southwest Ostrobothnia;
3) southern boreal lake area;

4) central boreal Ostrobothnia;

5) central boreal North Karelia-Kainuu;

6) central boreal triangle of Lapland;

7) north boreal North-East;

8) north boreal Bothnia;

9) north boreal Forested Lapland;

10) north boreal mountainous Lapland.

The forest vegetation zones and marine areas of available in the environmental administration's data,
so they are not presented as a map in the Annex to the Ministerial Decree. Forest vegetation zones are
available at the address Forest vegetation zones - Forest vegetation zones - data tasets - Syke's
Metadata Portal (ymparisto.fi).

Hemiboreaalinen vyshyke
1a Ahvenanmaa
1b Lounainen rannikkomaa

Eteldboreaalinen vohyke
2a Lounaismaa ja Pohjan-
maan rannikko
2b Jarvi-Suomi

Keskiboreaalinen vydhyke
3a Pohjanmaa

3b Pohjois-Karjala — Kainuu
3c Lapin kolmio

Pohjoisboreaalinen
vydhyke

4a Koillismaa

4b Peradpohjola

4c Metsd-Lappi

4d Tunturi-Lappi

Figure 2. Forest vegetation zones. Kujala, Heini — Halme, Panu — Pekkonen, Minna — Ryttari, Terhi — Raunio, Anne —
Kullberg, Peter —Koljonen, Saija — Kostamo, Kirsi —Kerénen, Inka: Heikennyksen ja hyvityksen arviointi ekologisessa
kompensaatiossa, Suomen ympdristékeskuksen raportteja 39/2021 https://helda.helsinki.fi/handle/10138/334544, p. 38.
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Geographical Equivalence of Offsetting for the Aquatic Habitat Types and Habitats of Species

In the case of inland waters, the regional location of offsetting should be examined on a case-by-case
basis, according to the reasoning of the Government Proposal. The priority is to offset in the same
catchment area, but the size of the catchment area and the needs of the affected species or habitat
determine the more precise location of offsetting measures. As regards the aquatic environment, the
Government Proposal also states that in the case of deterioration of a genetically differentiated
population, such as an isolated population of a species upstream of water bodies, offset should take
place within the range of the population.

Under subsection 3 of the section, the provision has been specified as follows in the Ministerial Decree
on Offsetting:

7 § of the MDO
Geographical equivalence of offsetting (points (2) to (3))

The sea areas referred to in section 101, subsection 1, paragraph 1 of the Nature Conservation Act are:
1) The Bay of Bothnia;
2) Merenkurkku;
3) Bothnian Sea;
4) The Inland Archipelago Sea;
5) Gulf of Finland.

In section 101(1), paragraph 1 of the Nature Conservation Act, the main water catchment area refers to
water catchment areas referred to in Annex 1 to the Government Decree on water resources
management areas (1303/2004). In that provision, the water body type refers to the surface water types

referred to in section 10 of the Government Decree on the Organisation of Water Management
(1040/2006).

According to the explanatory memorandum for the Ministerial Decree on Offsetting the main river basin
consists of an entity of at least 200 km? of inland waters that discharge into the sea through one or
more river basins. There are 76 main river basins defined in this way in Finland. In addition to the river
basin division, Finland has a water body classification in accordance with the EU water Framework
Directive, which divides different types of rivers into 11 types of river (by river basin size and soil) and
lakes into 13 types of lakes. (broken down by e.g. residence time, depth, water colour). The
characterisation of the bodies of water corresponds to the habitat types used in the assessment of the
endangerment of habitats and the characterisation of small waters in the assessment of the
endangerment of habitat types.
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Figure 3. The sea areas. Kujala et al. 2021, p. 38.

The Memorandum draws attention to the fact that the provisions of the Nature Conservation Act do not
amend, nor intend to amend the legislation on the management of marine and water resources. Marine
sub-regions can be found at https://www.opendata.fi/data/en_GB/dataset/merenhoidon-aluejako.

Equivalence in the Area of the Sami Community

Section 101 (1) (paragraph 2) of the Nature Conservation Act states that offset measures must be
implemented in the territory of the Sami community in whose territory the deterioration takes place.
According to the Government Proposal, the provision ensures that the measures also offset the impacts
on the traditional livelihoods of the Sami culture, such as reindeer husbandry, fishing and hunting. In
accordance with the concept “indigenous and local communities with a traditional lifestyle” used in the
Convention on Biological diversity, the term “Sami community” means a community according to
customary law determined on a case-by-case basis on the basis of the natural resources concerned
and their use.

Section 8 of the Ministerial Decree on Offsetting specifies the provision of the law as follows:

Section 8 § of the MDO
Area of the Sami Community

The area of the Sami community referred to in section 101, subsection 1, paragraph 2 of the Nature
Conservation Act shall be defined in negotiations between the Sami people living in the area affected by
the deterioration and engaged in trade or culture, the Sami Parliament referred to in section 1 of the Act
on the Sami Parliament (974/1995) and the Centre for Economic Development, Transport and the
Environment of Lapland.

The nature conservation authority is the competent authority in matters related to voluntary ecological
offsetting. The definition of the area of the Sami community is related to ensuring the rights of the
indigenous peoples of Sami. The area of the Sami community must be defined in cooperation with the
Sami who use it for housing, culture and livelihood. According to section 6 of the Act on the Sami
Parliament (974/1995), the Sami Parliament represents the Sami in tasks falling within its competence
in national matters. According to section 5 of the Act, these include matters related to the status of the
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Sami as an indigenous people. Therefore, a representative of the Sami Parliament also participates in
the definition of the Sami community.

Nature Value Equivalence for Endangered Species or Habitat Type

As regards nature value equivalence, the deterioration of endangered nature values must be
compensated by measures targeting the same nature value. Without a nature value equivalence
requirement, the endangered state of a species or habitat continues to deteriorate, which is precisely
what the regulation seeks to prevent.

The provision on flexible offsetting in the provision (second sentence of subsection 2) takes into
account a situation where the number of occurrences of an endangered habitat type or habitats of an
endangered species would be so low that offsetting with the same nature value is scientifically
impossible. Economic criteria do not establish an acceptable reason for deviating from nature value
equivalence. In a situation where flexible offset is the only option, offset measures shall be targeted as
closely as possible at a nature value equivalent to the one subject to deterioration and at least as
endangered. Some habitats and species are threatened only in part of the country. The assessment of
threatened status is based on the geographical location and time at which the deterioration would take
place.

Section 5 of the Ministerial Decree on Offsetting specifies nature value equivalence for threatened
habitat types and species:

Section 5 § of the MDO
Equivalence for threatened nature values

For the purposes of section 101(2) of the Nature Conservation Act, a habitat type belonging to the same
habitat group as the habitat type to be degraded is considered to be equivalent to an endangered habitat
type. In the absence of such a habitat, another habitat type of the same main group may be recognised
as equivalent on the basis of the best available scientific information.

The nature value equivalence of the habitat of an endangered species is assessed on a case-by-case
basis on the basis of the best available scientific information.

Annex 2 of the Decree, referred to in the provision, lists only such habitat groups that according to the
most recent assessment of threatened habitat types include more than one habitat type in the highest
endangered categories (extremely endangered, highly endangered or compromised), allowing for a
flexible exchange within the group.

On the basis of existing scientific knowledge it is not possible to identify an equivalent habitat type for
all threatened habitat types. It is also possible that there is not a as or more endangered habitat type in
the group to allow flexibility. Consequently, a different habitat type may also be recognised as
equivalent if it belongs to the same main group of habitat types (Baltic underwater habitat types, marine
habitat types, inland and coastal habitat types, saltwater habitat types, forest habitat types, rock and
rock habitat types, traditional biotopes, forest habitat types) provided that on the basis of the best
available scientific information an equivalence can be approved.
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The risks associated with degradation of a habitat of endangered species are so significant that the
nature value equivalence of their offsetting must always be assessed on a case-by-case basis on the
basis of the best available scientific information.

Other Factors of Nature Value Equivalence

Under subsection 3 of the provision, the Ministerial Decree on Offsetting contains technical provisions
on the equivalence of offset measures with nature values.

The reasoning for the Government Proposal for the Nature Conservation Act states that the use of the
nature values generated for offsetting of degradation requires an external verification of the increase in
nature values, i.e. information on the initial situation, the measures taken and an assessment of the
quality and quantity of nature value additions generated by the measures. It is also stated that the state
of the protected nature values present in the degraded site constitutes a reference basis for the amount
of the degradation. Nature values generated by offset measures are compared to them both in terms of
nature value equivalence and the amount of offsetting.

According to the explanatory memorandum on the Ministerial Decree on Offsetting the nature value of
the degradation and the offset is to be equivalent both qualitatively and quantitatively. Qualitative
equivalence means that a reduction (caused by degradation) in nature value is offset by a nature value
corresponding to the reduction. The definition of quality equivalence is based on habitats and habitats
of species. As a rule, species occur in certain habitat types, but they may also have special needs, such
as feeding or nesting sites. In Finland, habitat types are divided into eight main groups: the Baltic Sea,
the Baltic Sea coast, inland waters and beaches, marshes, forests, rocks and rocks, traditional habitat
types (traditional biotopes) and fells (in Lapland). Each main group is divided into groups of habitat
types consisting of several habitat types (see Annex 1 to the habitat classification Raunio et al. 2018).

In Finland there is scientific assessment on which habitat type in the same main group can be
equivalent to ecological offsetting.! At most, equivalence may exist if the habitat type to be
compensated belongs to the same main group and the equivalence in terms of nature value quality is
full when the habitat type to be offset is identical to the habitat type to be degraded. It has been stated
in the explanatory Memorandum that there is insufficient scientific data in Finland to assess the
equivalence if the habitat type degraded and the offset belong to different main groups, such as swamp
and marine habitat types. Consequently, the condition of full offsetting laid down in section 98 of the
NCA is not presumed to exist in such situations until sufficient scientific knowledge is achieved.

In order to identify the state of nature values and the increase of nature value to be generated under
section 101 (3) of the NCA, section 1 (2) of the Ministerial Decree on Offsetting defines the unit of
measurement as the nature value hectare by which the amount of deterioration and offset is compared.

" Raunio, Anne — Anttila, Susanna — Pekkonen, Minna — Ojala, Olli: Luontotyyppien soveltuminen
ekologiseen kompensaatioon Suomessa, Suomen ymparisto 4/2018,
https://julkaisut.valtioneuvosto.fi/bitstream/handle/10024/161156/SY_4 18 Luontotyyppien_soveltuminen ko
mpensaatioon.pdf?sequence=1&isAllowed=y.
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Section 1 § of the MDO
The nature value equivalence

The nature value equivalence of the offset is assessed both qualitatively and quantitatively.

Nature value hectare means a nature value equivalence assessment unit that indicates the nature
value per hectare of a site relative to a hectare of a site in a natural or comparable state. The number of
hectares of the site's nature value is the area multiplied by the nature value of the habitat.

A nature value hectare is a combination of area and quality value. For example, one hectare of the
habitat type rich fen in natural state or comparable is one nature value hectare of rich fen. If the state of
the habitat of rich fen in question has deteriorated, for example, by half of the natural state, a one-
hectare site would be 0.5 nature value hectares of rich fen. The more commonly used concept of
habitat hectare is not used in the legislation. While in English the concept of a habitat covers both
habitat types and habitats of species, the Finnish language distinguishes the two.

The habitat hectares generated (to be generated) and the needed offset for degradation are expressed
in nature value hectares of the habitat type or the habitat of the species in the Offset Register in the
Nature Conservation Information System.

Under section 101 (3) of the NCA, the Ministerial Decree on Offsetting also determines how the state of
the nature value of a site is to be evaluated.

Section 2 § of the MDO
Evaluation of the status of the nature value
The state of a nature value is estimated in tenths of the rising classes, where the lowest class 0 is a site
that has completely lost its natural state and the highest class 1 is a site natural or comparable to a
natural state. If the state of the nature value cannot be estimated with certainty for a category, it will be
assessed to the higher category.
The state of each habitat type shall be assessed as a weighted average of the characteristics of the
groups of habitat types referred to in Annex 1, where the priority characteristic have double weight.

The characteristics of the habitat of the species shall be determined on individual basis on the best
available scientific information.

The appropriateness of establishing the state of the nature values of the site to be degraded and offset
is crucial for ensuring full offsetting for the degradation. This provision defines the classification by
which the state of the habitat of each habitat type or species is evaluated before both degrading and
offset measures are taken (initial mode). The classification is made on a tenth rising scale between 0
(loss of natural state) and 1 (natural state or comparable to natural state). The weighted average
resulting from the calculation of the various characteristics shall be rounded in accordance with the
basic mathematical rules.

The characteristics described in the Annex to the Ministerial Decree on Offsetting shall be described
verbatim in the assessment of the natural state in order to verity to the authority appropriate
assessment of the state of the site. A simple numerical declaration without a descriptive text is not
sufficient since, as regards the offset plan, section 103 (2) of the NCA requires information on the
nature values to be improved and section 104 (1) requires information on the site to be degraded and
its nature values.
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In an uncertain situation, the state of the nature value must be deemed to the higher category, so that
the error caused by insufficient information is less detrimental to nature. In case of doubt, the nature
value of the area to be degraded is estimated to be better, i.e. the amount of degradation and therefore
the necessary offset being higher. Correspondingly, the initial state of the nature value of the offset site
in an unclear situation is also assessed to a higher category resulting in lower amount of generated
offset. The application of the provision can be avoided by more detailed evaluation of the state of the
nature values in the site to be degraded and improved.

Annex 1 to the Ministerial Decree on Offsetting identifies the characteristics to be assessed for each
habitat group. The characteristics are divided into two categories: primary and secondary
characteristics, since not all the characteristics of a habitat type are equally important for the natural
state. The weight of the primary characteristics is double that of the secondary characteristics. Expert
guidance on the assessment of characteristics is available https://boostbiodiversityoffsets.fi/tyokalut/
and Figure 4 provides an example of the criteria for the assessment of characteristics (in Finnish).

There is insufficient scientific data on the characteristics of the habitat of the species and therefore a
case-by-case evaluation based on the best available scientific knowledge is necessary.
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Figure 4. An example of the characteristics to be assessed for a habitat group. Draft 4.7.2024.
https.//boostbiodiversityoffsets.fi/wp-

content/uploads/2024/07/20240704 Luontotyyppien tilamittarit kompensaatiossa_tulkintaohjeet Luonnos.pdf.

(25.11.2024).
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9. Time of Offsetting

Section 102 § of the NCA

Time of offsetting

Prior to commencing deteriorating measures, measures creating conditions for the attainment of the
desired state (fundamental measures) shall be implemented. Where required, repeated management
measures needed for the attainment of the desired state shall be implemented.

Avoided loss offsets shall always be implemented prior to deterioration.

The ex-ante implementation of offset measures minimises the risk of non-implementation due to, for
example, the operator's lack of financial means.

According to the provision, the fundamental measures must be taken before the commencement of the
measures leading to degradation. According to the reasoning of the Government Proposal, in projects
where the degrading measures are implemented in stages, offsetting measures must be implemented
before each degrading measure. The rationale for the Government Proposal is that the effect sought by
the measures is not required to be achieved before degradation, as it often takes several years — in
some cases decades — to restore nature values. The provision defines the fundamental measures
which create the conditions for achieving the objective of restoring the nature value. Offset measures
may also include repeated management that can be taken after deterioration. The provision does not
lay down any maximum limit for them, but up to 20 years can be considered reasonable, as in the case
of temporary conservation according to the NCA. These include, for example, culture habitats
maintained by grazing, which deteriorate without continuous grazing.

Rather unnecessarily, the provision states that the protection offsetting must always be carried out
before the commencement of the degrading measures. The provision remained in the Act inadvertently
at the stage when the deadline for implementation was waived at the final stage of the drafting of the
Act. In practice, the correspondence between the deterioration and the offsetting must be recognized
before the deterioration is carried out, in which case the offset is bound to be carried out before the
deterioration, because the offset site is delineated in connection with the decision referred to in section
104.

The following chapter clarifies how the time of implementation of the offset may lead to a time delay
between the degradation and offsetting it.
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10. Generation of Nature Values

Section 103 § of the NCA

Generating nature values

Landowners may generate nature values by means of offset measures for use in ecological
compensation.

An offset plan shall be formulated for the generation of nature values and shall indicate:

1) information on the site used in offsetting (offset site), its nature values and their state prior to the
offset measures;

2) information on the nature values to be improved, the desired state as well as the offset measures
employed to implement the improvement of nature values;

3) the timeframe for the performance of the offset measures;

4) information on the monitoring of the implementation of the offset measures;

5) an assessment of the risks relating to the implementation of the offset measures and a plan for
preparing for them and for alternative implementation methods;

6) information on the practical implementer of the fundamental measures and the implementer’s
qualification for the role.

Upon the landowner’s application, the Centre for Economic Development, Transport and the
Environment issues an opinion on the offset plan. The opinion shall be submitted for information to the
municipality and the Regional Council where the site referred to in the plan is located.

Following the implementation of the fundamental measures in accordance with the offset plan, the
Centre for Economic Development, Transport and the Environment issues, upon the landowner’s
application, an opinion on the quality and quantity of nature values generated by means of the
measures.

Upon the landowner’s application, the Centre for Economic Development, Transport and the
Environment enters information on the quality and quantity of nature values generated by the measures
in the register included in the nature conservation information system.

The provisions of sections 64 and 77 do not apply to nature values generated on an offset site without
the landowner’s consent.

Further provisions may be given by decree of the Ministry of the Environment on the content of offset
plans.

General

Regardless of the provisions of the Nature Conservation Act, the landowner may generate nature
values in the manner he or she chooses. However, the use of nature values generated as an offset for
a degradation requires an external verification of the increase in the nature values, i.e. information on
the initial situation, the measures taken and an assessment of the quality and quantity of nature value
increase generated by the measures. The party causing the degradation could also generate the credits
needed as offsets in accordance with the procedure laid down in the section.

Offset Plan

Subsection 2 defines an offset plan and the information to be presented in it. The provision is
formulated in general terms in a way that a private sector actor can draft and implement the plan, but
the information on the capacity of the implementer needs to be provided.

The Ministerial Decree on Offsetting specifies how to present some of the information required in the
offset plan.
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Section 6 § of the MDO
Offset plan

The information referred to in section 103(2)(1) of the Nature Conservation Act is presented:

1) identifying the real estate and its owner's data;

2) submitting a map of the offset site or its location data in machine-readable form and indicating the
location of the nature values to be improved;

3) by declaring the state of the nature values in accordance with the assessment referred to in section 2
of this Decree.

The information referred to in section 103 (2), paragraph 2 of the Nature Conservation Act is presented:
1) by declaring the state of nature values pursued by offset measures and avoided loss offset as
provided in section 3 of this Decree and by declaring the information on which the assessment is based;
2) by providing an estimate of the number of nature value hectares to be generated.

Estimation of the Amount of Nature Values Generated in the Offset Site

In addition, the Ministerial Decree on Offsetting specifies the assessment of the status of the offset site
and the intended change in section 4(1) and (2).

YMA 4 §
Assessment of the change in the natural state of the offset site

The quality and quantity of the nature values generated in the offset site shall be assessed in nature
value hectares by multiplying the change of each nature value in the site achieved by offset measures or
avoided loss offset.

In accordance with section 2, the change in the state of the nature value is the difference between the
state assessed prior to offset measures and conservation and the offset measures and the state desired
by the implementation of the measures and conservation. The desired status shall be determined on the
basis of the best scientific knowledge of the response of each nature value to offset measures and
conservation.

Scientific uncertainty is taken into account when determining the desired status.

According to section 103 of the Nature Conservation Act, the assessment of the amount of nature
values generated in the offset site requires information on the area used for offsetting (offset site), its
nature values and their status before offset measures and information on the nature values to be
improved, the desired status and offset measures by which the improvement of nature values is
implemented.

The Ministerial Decree on Offsetting specifies the provision of the Act on how information on the state
of the nature values of the offsetting area, i.e. the offset site, is assessed before offset measures are
taken and how the desired state by offset measures is determined.

In the offset site, the state of each nature value to be improved is assessed in accordance with section
2 of the Ministerial Decree on Offsetting before offset measures are carried out and reported in
accordance with section 1 (2) in nature value hectares (area x improvement). The desired state shall be
determined on the basis of the best scientific knowledge of the response of each nature value to offset
measures and conservation. In determining the desired state, the scientific uncertainty account must be
taken into account i.e. the probability (0-100%) of offset measures achieving the desired outcome.

The assessment of the amount of increase in the nature values shall be based on the best scientific
knowledge. The amount of nature value generated by offset measures and conservation is to be
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assessed on the basis of the response of each habitat type to each measure according to best research
and experience (see e.g. Kujala et al. 2021, p. 489). Response means how much, over what time
period and with what kind of trend the offset measure improves the state of the habitat of the habitat
type or the habitat of species. Examples of response development include early fast and slow (convex),
initial slow and fast (concave), steady-progressing (linear) and mid-term fastest (sigmoid) (Figure 4)
response.
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Figure 5. Examples of responses. Unpublished draft report of the BOOST research project May 2023.

One available source of information is the assessment of the effectiveness and time delays of various
restoration measures for different habitats and the uncertainty of the implementation of restoration
measures as a joint project between the Finnish Environment Institute's environmental offsetting pilot
project and the BOOST research consortium funded by the Council for Strategic Research since 2023.
Uncertainty has been calculated in the response to measures in each habitat type.

Response varies for each combination of nature value (habitat type or habitat) and measure.

The benefit to be achieved is calculated over the entire duration of the response, even if it exceeds the
30-year time horizon described below. In its statement, the nature conservation authority shall indicate
the quality and quantity of the nature values generated: (a) the maximum amount of increase to be
achieved by offset measures; (b) the amount of increase achieved in each year and the annual
benefits; and (c) the average cumulative annual benefits estimated each year on the basis of the
previous change and response in accordance with section 4 (3) of the Ministerial Decree on Offsetting
over the next 30 years until the full amount of the offsetting is attained (see examples A and B below).
The sum of the change to date under the Decree and the average cumulative annual benefits is simply
obtained by taking the average for the year in question and for each of the next 30 years. On the basis
of this statement, the generator of the nature values and the potential buyer of nature values have a
clear idea of how much nature values are generated if they are used as an offset for any given year.

For the sake of clarity, the following examples distinguish between response and consideration of
uncertainty as well as the state to be achieved annually and the average cumulative benefits for the
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coming years per hectare and per area of offset site. The examples given below will be used in the

context of the equivalence assessment.

Examples of benefit calculation (note: responses are fictitious):

Example A

A wetland of 10 hectares (10 ha) will be established for beach habitat type a1. The

25

response time for establishing wetland to achieve the full benefits is 7 years, the highest
achievable state increase is 0.7 and the uncertainty of the effectiveness of the measures
is 20 %. Taking into account uncertainty, the increase in nature values to be achieved is

0.56 hectares of nature value x 10 hectares, i.e. 5.6 hectares of nature value in habitat

type a1 seven years after the implementation of the measure, i.e. when the improvement

in the state of the habitat type resulting from the measure has been fully realised. The
measures may be carried out on a habitat type which has completely lost its natural

status (Category 0).

Table 1. The increase in the nature values in example A.

- Change to
Gain in the
The expected . date + ave. .
year (taking State Available as
response of the | . . future .
Year . into account achieved . offset in the
habitat type to . L cumulative
uncertainty (initial 0) . year (10 ha)
the measure 20 %) gain 30 years
’ lah/ha
0 0 0 0 0,4890 4,8903
1 0,05 0,04 0,04 0,5071 5,0710
2 0,15 0,12 0,12 0,5239 5,2387
3 0,3 0,24 0,24 0,5381 5,3806
4 0,45 0,36 0,36 0,5484 5,4839
5 0,55 0,44 0,44 0,5548 5,5484
6 0,65 0,52 0,52 0,5587 5,5871
7 0,7 0,56 0,56 0,56 5,6
8'397' 0,7 0,56 0,56 0,56 5,6
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Figure 6. The shape of the response and annually achieved state (saavutettava tila) taking into account
uncertainty.
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Figure 7. The achieved state (saavutettu tila) and availability for offsetting of nature value hectares of
habitat type a1 per hectare of area in each year (siihenastinen muutos + ka. tuleva kumulatiivinen hyéty
30 v. lha/ha - Change to date + average future cumulative gain in following 30 years lha/ha) in the
example A.

Example B

A wetland of 5 hectares shall be established in the degraded habitat type b1. The
response to the measure is at the most 0.8, the response time is 34 years and the
uncertainty of the effectiveness of the measures is 20 %. As the initial state of the offset
site is 0.3, the increase in accordance with the response would, taking into account
uncertainty, exceed to the highest state class (1) in year 21. The increase in nature
values to be achieved is 0.5 x 5 hectares, i.e. 2.5 hectares of nature values for habitat
type b1.
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Table 2. The gain of nature values in example B.

Change to

The expected | Gainin the s date + ave. Availabl

response of the | Year (taking tate Future variable as

Year habitat type to into achieved cumulative offset in the

the measure account (initial 0,5) gain 30 years year (5 ha)

unce;tainty Iha/ha
20%
0 0,000 0,000 0,50 0,28 1,41
1 0,008 0,006 0,51 0,30 1,49
2 0,016 0,013 0,51 0,31 1,57
3 0,024 0,019 0,52 0,33 1,65
4 0,033 0,027 0,53 0,35 1,73
5 0,042 0,034 0,53 0,36 1,80
6 0,052 0,042 0,54 0,38 1,88
7 0,063 0,050 0,55 0,39 1,95
8 0,074 0,059 0,56 0,40 2,02
9 0,086 0,068 0,57 0,42 2,09
10 0,098 0,079 0,58 0,43 2,16
11 0,112 0,090 0,59 0,45 2,23
12 0,188 0,150 0,65 0,46 2,29
13 0,286 0,229 0,73 0,47 2,34
14 0,366 0,293 0,79 0,48 2,39
15 0,421 0,337 0,84 0,48 2,42
16 0,484 0,387 0,89 0,49 2,45
17 0,548 0,438 0,94 0,49 2,47
18 0,572 0,458 0,96 0,50 2,48
19 0,586 0,469 0,97 0,50 2,49
20 0,609 0,487 0,99 0,50 2,50
21 0,634 0,500 1,00 0,50 2,50
22,

23,..50 0,656 0,500 1,00 0,50 2,50
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Figure 8. The shape of the response in example B and the annually achieved state (saavutettu tila)

taking into account uncertainty.
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Figure 9. The annual gain (saavutettu tila, excluding the initial state) and availability for offsetting of
nature value hectares of habitat type b1 per hectare of area in each year (siihenastinen muutos + ka.
tuleva kumulatiivinen hyéty 30 v. lha/ha - Change to date + average future cumulative gain in following
30 years lha/ha) in the example B.
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Procedure

According to subsection 3 of the section, the landowner must request the opinion of the nature
conservation authority on the offset plan he has drawn up. The application is made using an electronic
form in the regional administration's e-service. The form shall be accompanied by the actual plan for the
implementation of offset measures. Separate applications must be submitted for the generation of
different nature values if the measures do not concern the same geographical area. Separate
applications for avoided loss offsets and offset measures have to be submitted because the procedure
for them varies. This step verifies the initial situation and thus the amount and quality of the offsets
resulting from the measures. If necessary, the nature conservation authority may ask the landowner to
specify the application if shortcomings are identified in the plan. The nature conservation authority will
issue an opinion and deliver it the municipality and the Regional Council for information.
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In the case of avoided loss offset, the nature conservation authority gives a statement verifying the
amount and quality of the nature values (to be) generated.

After taking the fundamental measures, the landowner may, in accordance with subsection 4, apply for
a statement of the nature conservation authority verifying the quantity and quality of the nature values
generated by the measures taken on the site based on the best available scientific data. The statement
serves as a verification of the nature and amount of the offset in transactions between the landowner
and the eventual buyer.

Approval of an Offset Plan Applied Ex-Post

The generation of nature values in accordance with the Nature Conservation Act can only be verified
with regard to offset measures taken after the entry into force of the Nature Conservation Act on 15t
June 2023. On a case-by-case basis, the offset plan may be approved ex post, i.e. after the offset
measures have been taken. A precondition is that a sufficient verification on the implementation of the
measures is available. However, the amount of nature values generated can only be estimated from the
moment of lodging the application and from the verified state of the habitat at that time.

Registration

According to subsection 5 of the section, landowner has the right to get the nature values generated
available in the public Offset Register. This right allows the generator of nature values an avenue to
publicize the nature values generated to those who need offsetting. The landowner also has the right,
on application, to have this information removed from the public information service as long as it has
not been used to offset deterioration.

The public register contains information on the nature value (habitat type or species), its amount in the
target year (when full response is to be achieved), the target year, the municipality in which the site is
located and the diary number. The public register does not contain personal data or property
identification data.

Landowner's Freedom of Choice

According to subsection 6 of the section, nature values generated by activities are not subject to the
decision-making procedure concerning the delineation to protect a natural habitat type or, in particular,
of the habitat of protected species without the consent of the landowner, because nature values are
generated as a result of active restoration measures taken by the landowner. The landowner retains his
or her freedom of choice with regard to the use of his or her property until the nature values generated
added have been used in accordance with section 104 of the NCA or transferred to another “owner”.
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11.Decisions on Equivalence of the Offset

Section 104 § of the NCA
Decisions on compensation equivalence of offsets

A party causing a deterioration may apply to the Centre for Economic Development, Transport and the
Environment for a decision on the compensation equivalence of an offset. The application shall provide:
1) information on the impacted site, its nature values and their state prior to the deterioration and an
assessment of the deterioration caused in nature values;
2) information on the nature value generated in accordance with section 103 or the avoided loss offset
referred to in section 100 employed to offset the deterioration in the habitat type or habitat of a species.

If the offset proposed by the applicant fulfils the conditions laid down in sections 99-101, the Centre for
Economic Development, Transport and the Environment shall accept the application. In its decision, the
Centre for Economic Development, Transport and the Environment shall prohibit the destruction and
deterioration of the nature values of the offset site and define the boundaries of the offset site. The
prohibition enters into force once the decision has been notified to the owners and occupants of the site.

A decision referred to in subsection 2 above is effective notwithstanding any request for judicial review,
unless otherwise decided by the appellate authority. An entry on the decision shall, in addition, be made
in the cadastre.

The Centre for Economic Development, Transport and the Environment enters information on the
offsetting in the register included in the nature conservation information system.

Application for a Decision on Equivalence of the Offset

According to subsection 1 of the provision, the party causing the degradation may apply to the nature
conservation authority for a decision that the degradation to be caused by the operators activity will be
offset at least in full. The section specifies the information that must be provided in the application. The
application is made using an electronic form in the regional administration's e-service.

Before lodging the application the state of the nature values of the area prior to degradation have to be
evaluated as well as the level of the degradation to be caused in order to determine the extent of the
harm to be offset. In addition, the applicant must be able to demonstrate the nature values generated in
accordance with the provisions of the Act with which the deterioration is proposed to be offset. If the
party causing degradation does not provide offset itself, evidence has to be provided that there is a
contract with land owner who has generated required nature values. In other words, the applicant must
have the consent of the generator to propose the nature values verified by the nature conservation
authority and generated by offset measures or as avoided loss offset, and that the offset site may be
delineated by the authority’s decision. In practice, this entails a private law contract for financial
compensation to the generator.

Estimation of the Needed Amount of Offset

According to the Government Proposal the state of the nature values present in the site to be degraded
before the degradation constitutes a reference basis for the amount of the degradation. Nature values
generated by offset measures are compared with them both in terms of nature value equivalence and
the amount of offset.

The Ministerial Decree on Offsetting lays down technical provisions for the assessment of the site to be
degraded in order to enable the assessment of nature value equivalence.
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YMA 3 §
Assessment of the change in the natural state of the impacted site

The change in the nature values of the site to be degraded shall be assessed in nature value hectares
by multiplying the difference between the state assessed in accordance with section 2 of each nature
value and the state resulting from the degrading measures by the area of the nature value to be
degraded.

The endangerment of the degradable nature value is taken into account by multiplying the estimated
amount of degradation by the endangerment factor, which is:
1) 1.52 for a critically endangered habitat type;
2) 1.14 for an endangered habitat type;
3) 1.03 for a vulnerable habitat type;
4) 8 for a critically endangered species;
5) 1.4 for an endangered species;
6) 1.03 for a vulnerable species.

The endangerment status of the species and habitat type is determined on the basis of the most recent
national endangerment assessment.

The change in the nature value of each area to be degraded is assessed in nature value hectares,
which enables the comparison between the nature values degradation and the offset according to
section 104 of the Nature Conservation Act. The state of all nature values to be deteriorated by the
project in the impacted site is assessed in accordance with section 2 of the Ministerial Decree on
Offsetting in nature value hectares of as defined in section 1 of the Ministerial Decree on Offsetting
(area x state). There also needs to an estimation on how much each nature value will deteriorate as a
result of the project. The amount of degradation is the change in the nature values resulting from the
implementation of the project, i.e. the difference between the initial state and the state resulting from the
implementation of the degrading measures ((initial state — final state) x area) for each nature value.

Not all habitat types and habitats of species are of equal importance. Degradation of endangered
nature values will inevitably lead to at least a temporary increase in the risk of loss from the wild. The
degradation of endangered nature values is taken into account by using a factor based on
endangerment status with which the number of nature value hectares is multiplied.

The endangerment factor increases awareness of the increased risk on endangered nature values of
the proposed activity. The endangerment factor also increases the amount of nature values needed to
offset the deterioration.

The provision identifies a risk factor for the three highest endangered categories of habitat types and
species, namely critically endangered, endangered and vulnerable, depending on the probability of the
habitat type or the species will disappear from the wild within a certain period of time. The coefficient
has been determined for all using the same period, i.e. 30 years. The use of a coefficient is to
countereffect the increased risk for the most endangered nature values with a greater improvement in
order to prevent the realization of the increased risk of disappearance from the wild. Each (regional)
threat category of a species and habitat type is determined on the basis of the most recent national
threat assessment.

The endangerment factor is defined in the Ministerial Decree on Offsetting using the IUCN criteria used
to assess the endangerment of Finnish species and habitats. Criterion E of the IUCN criteria

determines the quantitative limit values for the probability of loss of a habitat type and the probability of
loss of species from the wild. Although this criterion has not been applied in Finland to the assessment
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of threatened species, it is a widely accepted definition which can theoretically also be applied to the
calculation of the additional factor needed to combat loss from the wild. The explanatory memorandum
of the Ministerial Decree on Offsetting contains a calculation formula for determining the endangerment
factors.

Example of calculation of degradation of the nature values of the area to be degraded
Example C

In area C, a project is planned for 10 hectares. The site contains a habitat type a1 of 2
hectares with the state in category 0.7, assessed on the basis of the characteristics of the
habitat group in accordance with Annex 1 to the Regulation. Half (1 ha) would be
completely destroyed (0.7 hectares of nature value) and the rest (1 ha) would be reduced
fo 0.2 (0.5 hectares of nature value). In addition, the site contains 6 hectares of highly
endangered habitat type b1, with the state in category 0.9, assessed on the basis of the
characteristics of the habitat group as set out in Annex 1 to the Regulation. 1/2 (3 ha) of
the area of this habitat type would deteriorate to 0.3 (0.6), but the rest would not
deteriorate at all.

The extent of degradation of the nature values of the area would therefore be

1hax0,7+1hax0,5= 1,2 hectares of nature value of habitat type a1; and

3 ha x 0.6 x endangerment factor 1.14 = 2.05 nature value hectares of habitat type b1.
Decision on the Equivalence of the Offset

The nature conservation authority shall approve the application if the proposed offset by the party
causing the degradation corresponds to the degradation in accordance with the criteria laid down in
sections 99—-101. In the decision, the nature conservation authority prohibits the destruction and
deterioration of the nature values of the offset site. The prohibition on the destruction and deterioration
of the offset site does not prevent, for example, the designation of the area in land use planning for a
purpose that does not conflict with the development and permanence of the nature values generated,
such as recreation.

The provision is procedurally and substantively similar to the provision concerning the decision on the
delineation of a protected habitat type and, in particular, of the habitat of protected species, i.e. the
boundaries of the site are determined in the terrain and indicated on a map. Before making a decision,
the nature conservation authority will ensure that the nature values of the proposed offset site have not
been impaired after the offset measures have been carried out. Even if the intended increase in nature
values had not been fully achieved, the site will be eligible for offsetting if the measures have been
properly implemented in due course. The reason is that the response to offset measures has been
scientifically assessed on the basis of average success, so in principle the offset measures are likely to
be more effective on some sites than on others.

The prohibition on deterioration and destruction enters into force when the decision has been notified
and is binding despite an appeal. A decision on the equivalence of offset is appealable, but the appeal
is restricted to the parties concerned. Provisions on the right of appeal are laid down in section 134 of
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the NCA. The decision on the delineation is entered in the real estate register, so it is public and in the
knowledge of the later owners of the real estate and, of course, is also binding on them. The destruction
and deterioration of a site subject to a delineation decision is a punishable criminal act.

The nature conservation authority registers the use of the offset in the public Offset Register. According
to the Government Proposal, the purpose of this is to ensure the transparency of the system, which is a
key factor for the credibility of the offsetting system in the civil society in the civil society, but also serves
the equality of operators.

The quantitative calculation of the deterioration and offset is specified in section 4 (3) of the Ministerial
Decree on Offsetting. If the desired state of the offset site has not been fully achieved by the time the
application referred to in section 104 of the Nature Conservation Act is decided, the change so far
estimated by the response to be achieved by offset measures and conservation and the average
cumulative annual benefits estimated based on the response over the next 30 years will be approved
as a change in the nature value.

The state generated with offset measures or avoided loss offset is not stable; instead, in accordance
with section 102 of the Nature Conservation Act, the basic measures only create the conditions for
achieving the desired state. As a result, the Ministerial Decree on Offsetting clarifies the most typical
situation where the objective of offset measures has not yet been fully achieved. In this case, a change
in status that has already occurred by the time of response would be accepted, and for response to
take place in the coming years, the change that can be achieved by the response as a cumulative
mean of benefits over the next 30 years is to be accepted. The change is not assessed in the terrain
but based on the best scientific knowledge of the time and extent to which offset measures achieve the
impact on average, taking into account scientific uncertainty.

Example of Equivalence Between Deterioration and Offset

The project operator of case C above has agreed with the generator of nature values in
case A and the generator of nature values in case B to use the generated nature values
to offset the planned deterioration to the extent necessary, namely 1,2 hectares of nature
values in habitat type a1 and 2,05 hectares of nature values in habitat type b1.

A implemented the offset measures 7 years ago, which means that all 5.6 nature value
hectares of habitat type a1 are available as offsets. C buys 1.2 hectares of habitat type
a1 and A can sell the remaining 4.4 nature value hectares to someone else.

B has also implemented the offset measures 7 years ago. In accordance with section 4.3
of the Ministerial Decree on Offsetting, the increase in nature values is the gained change
in the status of 0,05 nature value hectares per hectare, plus the average cumulative
benefit over the coming years (from the implementation of offset measures for the years 8
to 38) of 0,39 nature value hectares per hectare, i.e. 1,95 nature value hectares of habitat
type b1 for the total area of 5 hectares. The nature values available for sale are not yet
sufficient to cover the nature value hectares needed by C, which means that C must
purchase additional ones from someone else. If the equivalence were decided in year 9,
the offset provided by B would be sufficient to cover the degradation caused by C.
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If B were to sell his generated nature values later, he would benefit significantly more
from them, up to 2.5 hectares of nature value, once the full benefit had been achieved.

Both the offset sites of A and B (as well as the further offset site of nature value hectares
purchased by C) are delineated and protected from destruction and deterioration, even
though A may continue to sell the remaining nature value hectares which have not yet
been used as offsets.

The nature values generated in the example A in our example have already been fully realised, which is
an ideal situation for nature, as shown in figure 10 below. The amount of nature values in the site to be
degraded and their loss are illustrated by a red bar and the accumulation of nature values in the offset
site is illustrated by the green bars (light green available for offsetting, dark green accumulated gain
each year). The case of the nature values generated by B is illustrated in figure 11. In that case the
nature values generated, the temporary loss is mitigated over time by the fact that the nature values
generated may be sold only up to an average cumulative increase, thus reducing the number of nature
value hectares per hectare.
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Figure 10. Temporal equivalence between degradation C and offset A.
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Figure 11. Partial temporal equivalence between degradation C and offset B.

12.Derogations from the Conservation of Offset Sites

LSL 105§
Derogations from the conservation of offset sites

A Centre for the Economic Development, Transport and the Environment may authorise a derogation
from a prohibition referred to in section 104, subsection 2 if the prohibition prevents the implementation
of a project or a plan of very high public interest and there is no technically or economically feasible
alternative to this project or plan.

The decision shall oblige the party causing the deterioration to take offset measures to offset for the
nature values found on the offset site and sought through offset measures.

A derogation from the conservation of the offset site may also be granted for a project or plan of
sufficient public interest if there is no technically and economically feasible alternative. However, in
such a situation, the loss of nature values, both existing and emerging, must be fully offset. This
provision is the only mandatory offset requirement in the Nature Conservation Act.

13. Access to Offset Information

Section 106 § of the NCA
Access to offsetting information

Everyone has the right to access information on the nature values generated and their use as advance
offsets from the register included in the nature conservation information system.

The open-access Offset Register included in the nature conservation information system of the
environmental administration includes all decisions concerning offsets for deterioration and the offset
site. The non-public part of the register contains the bookkeeping of the nature value hectares
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generated by each offset site and their use, ensuring that the nature value hectares generated are not

used more than once. The Offset Register and its public information service were introduced in
November 2024.

LUOKO

information system

Nature conservation
authority’s opinion on Ve \
the offset plan Public Offset

Register

LEmlEiE 2l Application form
for an opinion on the

offset plan (SPAv2)

Nature conservation
authority’s statement
on the amountand |
quality of the nature
values generated

Landowner applies
for a statement on
the amount and
quality of the nature
values generated

Publication of the
generated nature
values on request of
the landowner

Application form
(SPAv2)

Nature conservation
authority’s decision Publication of the
on the equivalence of offset (mandatory)
the offset

Proponent causing

Decisionmaking system of the
environmental authority

Application form
(SPAv2)

Deliniation data

Figure 12. Information System and Offset Register (Saku Hérkdnen).
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The Act on the Openness of Government activities and the personal data Act are complied with in the

public domain of the register containing offset information. The public information service does not
contain real estate information, owner/holder information or address. The public information service
provides the following information:

- case number

- nature values

- hectares of nature value (LHA)

- municipality of location

- forest vegetation zone and river basin

- a point indicating the indicative position on the map.

Electronic services for voluntary ecological offsetting have been in use since August 2023 at
https://sahkoinenasiointi.ahtp.fi/fi/palvelut.

14. Cost Responsibility

Section 107 § of the NCA
Cost responsibility

The party causing the deterioration and the generator of nature values shall be responsible for the
costs:
1) arising from planning and implementing offset measures;
2) incurred by the authorities in adopting the offset plan and filing it in the register.
In addition, the party causing the deterioration is itself responsible for the costs arising from:
1) assessing the deterioration;
2) monitoring the implementation of the offset measures;
3) monitoring the effectiveness of the offset measures.
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In accordance with the “polluter pays” principle, the party causing harm to nature values bears the cost
of offsetting the degradation. The costs incurred by the State authority for the activities referred to in
Chapter 11 are therefore fully recovered. According to the Decree on Payments to the Centres for
Economic Development, Transport and the Environment, the Centres for Economic Development,
Transport and the Environment? collect time-based fees (70 € per hour) for the opinion on the offset
plan according to the section 103 (3) of the NCA, for the statement on the quality and quantity of nature
values generated according to section 103 (4) of the NCA, for the entry into the offset register according
to the section 103 (5) of the NCA and for the statement on the equivalence of the degradation and
offset according to the section 104 of the NCA. Travel costs related to the provision of the service are
also charged.

The generator of nature values acts as an entrepreneur and passes the costs on to the party causing
the degradation. In order to provide an incentive to the landowners to initiate offset measures, no fee is
charged from a private person for activities according to the sections 103.2, 103.3 and 103.5 of the
NCA.

15. Offsetting in the Derogation Decision-Making

Practice before the reform of the Nature Conservation Act

Prior to the reform of the Nature Conservation Act in 2023, the derogation conditions for the species
referred to in the Habitats Directive and the Birds Directive were not included in the national legislation as
such. Instead, section 49 of the Nature Conservation Act (1096/1996) referred to the provisions of the
Directives as regards the derogation conditions. As regards species in the Habitats Directive, according to
article 16 in case of no satisfactory alternative and provided that the derogation is not detrimental to the
maintenance of the populations of the species concerned at a favourable conservation status in their
natural range, Member States may derogate from the provisions of Articles 12, 13, 14 and 15 (a) and (b):

(a) in the interest of protecting wild fauna and flora and conserving natural habitats;

(b) to prevent serious damage, in particular to crops, livestock, forests, fisheries and water
and other types of property;

(c) in the interests of public health and public safety, or for other imperative reasons of
overriding public interest, including those of a social or economic nature and beneficial
consequences of primary importance for the environment;

(d) for the purpose of research and education, of repopulating and re-introducing these
species and for the breeding operations necessary for these purposes, including the artificial
propagation of plants;

(e) to allow, under strictly supervised conditions, on a selective basis and to a limited extent,
the taking or keeping of certain specimens of the species listed in Annex IV in limited
numbers specified by the competent national authorities.

2 For the year 2024 Decree 2023/1215. The Decree is annually renewed.
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In an individual case, the nature conservation authority has granted an exemption from the Nature
Conservation Act, on the condition proposed by the applicant, that the degradation caused by the activity or
project has to be offset by means of other measures, in other words, in practice by ecological offsetting.
There have been individual projects for which the derogation could not have been granted without an offset
proposed by the applicant, since the condition of achieving or maintaining a favourable conservation status
could not have been met.

Commission’s Guidance Document

According to the Commissions Guidance Document on Strict Protection of Species
(https://op.europa.eul/fi/publication-detail/-/publication/a17dbc76-2b51-11ec-bd8e-01aa75ed71a)
compensation (i.e. offset) measures may be envisaged for justified derogations, namely from Article
12(1)(d), i.e. where there is a deterioration or destruction of breeding sites and resting places. Depending
on the biology, ecology and behaviour of species, such measures may work well for some species, but not
for others.

Unlike mitigation measures, compensation measures are independent of the activity that causes the
deterioration or destruction of a breeding site or resting place. Such measures are intended to compensate
for specific negative effects on a breeding site or resting place, which in no case results in a detrimental
impact on the conservation status for the species concerned. Ideally, compensation measures should
match the negative effects on the breeding site or resting place, and be in place and effective before the
negative effect occurs.

Compensation measures are not mentioned in Article 16, and therefore are not obligatory. They also cannot
justify or compensate for a breach of Article 12, but can be one element to seek to ensure compliance with
the requirement in Article 16(1) that there be no detrimental impact on the conservation status for the
species concerned.

Ideally, compensation measures would compensate for the negative impact of the activity on the species’
breeding sites and resting places, under the specific circumstances (at local population level); have a good
chance of success and be based on best practice; improve a species’ prospects of achieving favourable
conservation status; and be effective before or at the latest when the deterioration or destruction of a
breeding site or resting place starts to take place.

Carried out in this way, compensation measures could guarantee that no overall detrimental effect is
produced on the species’ breeding sites and resting places at either population or biogeographic level.
However, it does not replace or reduce the need for derogations under Article 16 to comply with the three
tests mentioned above. This means that adoption of a compensation scheme cannot be used to bypass the
need for a derogation and the need to pass all three tests mentioned in the Article 16.

Voluntary Ecological Offsetting and Conditions for Granting Derogations from the Nature Conservation Act

According to section 83(2) and (3) of the Nature Conservation Act, the general condition for granting a
derogation from the provisions on species conservation is that the derogation is not detrimental to
maintaining or achieving a favourable conservation status for the species.
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Section 83 § of the NCA
Derogation from provisions concerning the conservation of species

A Centre for Economic Development, Transport and the Environment may authorise a derogation
from the provisions of sections 70, 73, 74, 77, 78 and 79 if this does not have adverse impacts on
the preservation or attainment of a favourable conservation status of the species.

With regard to bird species, in addition to the provisions of subsection 1 a condition for a
derogation is that there is no other satisfactory solution to it and the derogation is necessary:

1) for the conservation of fauna or flora;

2) in the interests of public health, air safety or other public safety;

3) for preventing serious damage to crops, livestock, forests, fisheries or waters;

4) for the purposes of research and teaching, re-population or re-introduction or for the breeding
necessary for these purposes.

With regard to species in need of strict protection referred to in section 78 above, in addition to
the provisions of subsection 1 a condition for a derogation is that there is no other satisfactory
solution to it and that the derogation is necessary:

1) for the conservation of wild fauna and flora or preservation of habitat types;

2) for preventing particularly serious damages concerning crops, livestock production, forests,
fisheries or waters or other types of property;

3) in the interests of public health and public safety, or for other imperative reasons of overriding
public interest, including those of a social or economic nature, and if the derogation has benefits of
primary significance for the environment;

4) for the purpose of research and education, re-population or re-introduction of these species or
for the propagation measures necessary for these purposes, including the artificial propagation of
plants.

Any authorisation is issued for a fixed period and may remain valid for a maximum of ten years at
a time.

Conditions that the applicant shall comply with to avoid or limit harm caused by the activity to
conservation values may be attached to an authorisation decision. The conditions may include
temporal or spatial restrictions or other obligations.

If the project or measure for which the authorisation was granted is transferred to another party,
the transfer of the authorisation shall be applied for from the Centre for Economic Development,
Transport and the Environment. The authorised party is responsible for all obligations in
accordance with the authorisation until another party has been approved to replace the party.

On the basis of the application submitted by the applicant for a derogation, the nature conservation
authority may accept offset measures carried out according to the provisions on voluntary ecological
offsetting as a condition for the derogation if by offset measures the negative impacts on conservation
status of the species can be avoided and if all other conditions for the derogation are also met.
Offsetting measures cannot avoid the obligation to apply for a derogation or to fulfil other conditions for
a derogation.
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