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Foreword from the TNFD Co-Chairs

The future of all living things on our planet, and our future
prosperity, depends on the resilience of nature. Declines
in nature compromise the security of our societies

and increase the risks to business and investors,
including our ability to mitigate and adapt to climate
change. Sustained improvements in the resilience of
our natural world and its biodiversity are essential to
secure the prosperity of current and future generations.
Nevertheless, businesses today continue to see nature
as an unlimited and free provider of critical inputs into
their operations and value chains, from the flow of fresh
water to the pollination services of bees and the flood
mitigation services of mangroves.

Future cashflows depend on the resilience of the future
flow of these ecosystem services from nature. With six
of the nine planetary boundaries already breached, it

is increasingly clear that nature risk, beyond climate
change, is financial risk. Business as usual is no longer
aviable option and nature must no longer be seen as a
corporate social responsibility issue but a strategic risk
management one.

At COP15 of the Convention on Biological Diversity in
December 2022, 196 countries agreed to the Kunming-
Montreal Global Biodiversity Framework —a bold and
ambitious set of practical commitments to halt and
reverse nature loss by 2030, and to live in harmony with
nature by 2050. The challenge ahead is to make that
transition as orderly as possible and to unleash the full
potential of all segments of society, including business
and finance, to contribute to nature-positive outcomes.

The Taskforce on Nature-related Financial Disclosures
(TNFD) is one initiative among many required across
public, private and civil society. The TNFD was
established to encourage and facilitate a shift in the
mindset and behaviour of companies and financial
institutions through enterprise and portfolio risk

management and mainstream corporate reporting.
Building on the market’s experience with climate-related
reporting over the past decade and the work of the Task
Force on Climate-related Financial Disclosures (TCFD),
the TNFD recommends 14 disclosures to promote

the provision of clear, comparable and consistent
information by companies to investors and other
providers of capital. The Taskforce provides a set of
metrics for measurement and a suite of guidance to help
organisations get started on nature-related assessment
and disclosure.

By building on existing frameworks and standards,
including those of the International Sustainability
Standards Board (ISSB) and the GRI, and by using
an open innovation approach, market participants
and other stakeholders have played a critical role in
the development of these recommendations. Of the
organisations that are already starting to use these
recommendations, many are seeing the advantages
of taking an integrated approach to nature and
climate assessment.
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We would like to thank the dedication and commitment
of the 40 Taskforce members, the TNFD Secretariat
team and the TNFD Forum member organisations,
including our knowledge and piloting programme
partners. Collectively, we have endeavoured to strike
the best possible balance between respecting the
complexity of the science of nature and enabling
practical, concrete and cost-effective action by business
and finance, within the constraints of conventional
annual corporate reporting cycles and subject to third-
party assurance.

The Taskforce now shifts its focus to encouraging
market adoption, supporting knowledge and capacity
building efforts across the market, and working with
standard-setting partners as they look to develop nature-
related disclosure standards that draw from the TNFD
recommendations.
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Nature risk is sitting in the cashflows, balance sheets
and capital portfolios of organisations across sectors
and geographies today. That represents clear and
present physical, transition and systemic risks

to companies and the providers of their financial
capital. While there are many factors to consider and
behavioural changes required across stakeholder
groups to address the global nature crisis, barriers

to taking action are progressively being removed.

We believe that the publication of the TNFD
recommendations is an important step forward to help
market participants address nature-related risks and to
redirect global financial flows towards outcomes that are
better for the planet and our future prosperity.

Elizabeth Maruma Mrema
Co-Chair

David Craig
Co-Chair
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and has helped build the confidence of many market
participants to get started, notwithstanding remaining
knowledge, skill and data challenges that the Taskforce is
committed to work further on with partner organisations.

The Taskforce is deeply grateful to all the organisations
and individuals who have contributed to this effort.
They are detailed in the acknowledgements in Annex 6.
In particular:

* The TNFD Forum has crowded-in market interest,
built awareness and provided a sounding board for
consultation;

» Our knowledge partners, including the world’s leading
science and conservation organisations, multilateral
institutions and standard-setting organisations, have
provided a wealth of technical advice;

» National and regional Consultation Groups, led by
convening organisations in each market, have helped
the Taskforce to engage a breadth of stakeholders
from business executives and portfolio managers to
Indigenous community and civil society leaders;

 Industry business associations and consulting firms
that led pilot testing programmes with companies
and financial institutions across all major sectors,
geographies and biomes have provided detailed
and practical user experience insights that informed
the development of the TNFD’s recommendations
and guidance;

» Dialogues with Indigenous Peoples and civil society
groups have ensured these important voices have
been listened to and their expertise and experience
incorporated in the TNFD’s guidance;
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* A number of consulting firms, business associations
and scientific organisations provided considerable
pro bono consulting and secondment contributions to
the TNFD Secretariat.

Finally, I would like to thank the Green Finance Institute
(GFI) for its generous support in administratively
hosting the TNFD Secretariat. | would also like to
acknowledge the leadership and generous financial
support of the TNFD’s founders and funders, convened
as the TNFD Stewardship Council. They have been

a consistent source of inspiration and insight, based

on their collective knowledge, experience and
relationships globally. The Stewardship Council includes
the governments of Australia, France, Germany, the
Netherlands, Norway, Switzerland and the United
Kingdom; the Global Environment Facility (GEF), the
United Nations Development Programme (UNDP),

the United Nations Environment Programme Finance
Initiative (UNEP-FI), the Children’s Investment Fund
Foundation (CIFF) and the Macdoch Foundation.

Tony Goldner,
Executive Director, TNFD




Recommendations of the Taskforce
on Nature-related Financial Disclosures

September 2023

m Taskforce on Nature-related

Em Financial Disclosures

Executive summary

Our society, economies and financial systems are
embedded in nature, not external to it. The prosperity
and resilience of our societies and economies depend
on the health and resilience of nature and its biodiversity.
Healthy ecosystems are a prerequisite for the sustained
flow of ecosystem services that communities need to
survive and flourish, and that business and finance
depend on to generate cashflows and returns.

The science is clear. Nature is deteriorating globally
and biodiversity is declining faster than at any time
in human history. The majority of the vital ecosystem
services on which business and society depend, and
which provide the foundation for every economy, are

in decline. The global economy is already operating
outside the safe zone for six of the nine planetary
boundaries — processes that are critical for maintaining
the Earth’s stability. Ecosystem services are not

being appropriately priced by business and financial
markets today.

There is growing evidence that this poses risks for
businesses, capital providers, financial systems
and economies, and that these risks are increasing
in severity and frequency. Critical global supply
chains, from agribusiness to semiconductors, are
facing disruptions
from water shortages
and water stress.
The degradation of
forests is threatening
the availability and
long-term security of
valuable commodities
on which some
sectors rely, such

as cosmetics. The
degradation of

land and soil has

The TNFD
recommendations
provide companies and
financial institutions
of all sizes with a risk
management and
disclosure framework
to identify, assess,
manage and, where
appropriate, disclose
nature-related issues.

been found to adversely impact the market value of
companies and increase credit risk to associated
lenders. The loss of pollinators is adversely impacting
agricultural production, with the growing demand for
pollination services becoming increasingly difficult

to meet in some countries. Companies in a range of
sectors, from agrochemicals to mining, that have not
managed their nature-related impacts have experienced
permit refusals and lawsuits, with associated
deteriorations in credit ratings and market valuations.

Central banks and financial supervisors are
increasingly recognising nature loss as a source of
systemic risk to financial systems and economies.
In March 2022, the Network for Greening the Financial
System (NGFS), a network of over 125 central banks
and financial supervisors, concluded that nature-
related risks could have significant macroeconomic
implications, and that failure to account for, mitigate
and adapt to these implications is a source of risks for
individual financial institutions as well as for financial
stability. In September 2023, the NGFS encouraged

all central banks and supervisors to assess and act on
economic and financial risks stemming from stemming
from nature loss.

“As central banks and supervisors, we
have every reason to be concerned
because it’s an illusion to think we
can preserve financial stability if this
degradation continues.”

Klaas Knot, Chairman of the Financial Stability Board

and President, De Nederlandsche Bank.

Governments are also mobilising through policy
and fiscal action. In December 2022, almost 200
governments committed to ambitious goals and targets
under the Kunming-Montreal Global Biodiversity
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» Bealigned with the global policy goals and targets
in the GBF, including Target 15 on corporate reporting
of nature-related risks, dependencies and impacts;
and

“An entity’s ability to generate cash flows
over the short, medium and long term

Is inextricably linked to the interactions
between the entity and its stakeholders,
society, the economy and the natural
environment throughout the entity’s
value chain.”

IFRS S1 General Requirements for Disclosure of
Sustainability-related Financial Information

* Leverage the best available science, including
assessments of the Intergovernmental Science-
Policy Platform on Biodiversity and Ecosystem
Services (IPBES) and the climate science from the
Intergovernmental Panel on Climate Change (IPCC).

Nature is no longer a corporate social
responsibility issue, but a core and
strategic risk management issue alongside
climate change.

The TNFD recommendations are structured to allow
companies and financial institutions to get started,
building on their climate reporting capabilities over the past
decade, and to provide a path to increase their disclosure
ambition over time consistent with Target 15 of the GBF.

Figure 1: TNFD’s recommended disclosures

Governance

Strategy

Risk & impact management

Disclose the organisation’s
governance of nature-related
dependencies, impacts, risks
and opportunities.

Recommended disclosures

A. Describe the board’s
oversight of nature-related
dependencies, impacts, risks
and opportunities.

B. Describe management’s
role in assessing and
managing nature-related
dependencies, impacts, risks
and opportunities.

C. Describe the organisation’s
human rights policies and
engagement activities, and
oversight by the board and
management, with respect

to Indigenous Peoples, Local
Communities, affected and
other stakeholders, in the
organisation’s assessment of,
and response to, nature-related
dependencies, impacts, risks
and opportunities.

Disclose the effects of
nature-related dependencies,
impacts, risks and opportunities
on the organisation’s business
model, strategy and financial
planning where such information
is material.

Recommended disclosures

A. Describe the nature-related
dependencies, impacts,

risks and opportunities the
organisation has identified
over the short, medium and
long term.

B. Describe the effect
nature-related dependencies,
impacts, risks and opportunities
have had on the organisation’s
business model, value chain,
strategy and financial planning,
as well as any transition plans
oranalysis in place.

C. Describe the resilience of
the organisation’s strategy
to nature-related risks and
opportunities, taking into
consideration different
scenarios.

D. Disclose the locations of
assets and/or activities in the
organisation’s direct operations
and, where possible, upstream
and downstream value chain(s)
that meet the criteria for priority
locations.

Describe the processes

used by the organisation to
identify, assess, prioritise
and monitor nature-related
dependencies, impacts, risks
and opportunities.

Recommended disclosures

A(i) Describe the
organisation’s processes for
identifying, assessing and
prioritising nature-related
dependencies, impacts, risks
and opportunities in its direct
operations.

A(ii) Describe the
organisation’s processes for
identifying, assessing and
prioritising nature-related
dependencies, impacts,
risks and opportunities in its
upstream and downstream
value chain(s).

B. Describe the organisation’s
processes for managing
nature-related dependencies,
impacts, risks and
opportunities.

C. Describe how processes
foridentifying, assessing,
prioritising and monitoring
nature-related risks are
integrated into and inform
the organisation’s overall risk
management processes.

Disclose the metrics and
targets used to assess and
manage material nature-related
dependencies, impacts, risks
and opportunities.

Recommended disclosures

A. Disclose the metrics used by
the organisation to assess and
manage material nature-related
risks and opportunities in

line with its strategy and risk
management process.

B. Disclose the metrics used by
the organisation to assess and
manage dependencies and
impacts on nature.

C. Describe the targets and
goals used by the organisation
to manage nature-related
dependencies, impacts, risks
and opportunities and its
performance against these.
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Figure 2: TNFD recommendations and additional guidance

The TNFD recommendations

Use of which constitutes adoption
of the TNFD recommendations

Additional
guidance
Suggested by the TNFD and
not required to prepare or
make disclosure statements

Getting started
with TNFD

Identifying and assessing
nature-related issues:
The LEAP approach

Sector Biome
guidance guidance

Engagement
with Indigenous
Peoples, Local
Communities
and affected
stakeholders

Scenario

. T: .
ana|y3|s al’get Settlng










Recommendations of the Taskforce
on Nature-related Financial Disclosures
September 2023

ensure business, society and nature exist in harmony.
Governments from Australia, Brazil, China, the
European Union, the United States and elsewhere are
providing substantial new funding and incentives to
mobilise private sector innovation and financial capital
behind green transition plans, nature markets and
bioeconomy investment strategies.

Despite the risks and opportunities, most companies
and capital providers remain unprepared. According
to the World Economic Forum’s Global Risk Perceptions
Survey, climate and environmental risks are not the
most significant risks for the next decade. They are

also the risks for which we are seen to be the least
prepared. Most companies, investors and lenders today
do not understand their nature-related dependencies,
impacts, risks and opportunities and are inadequately
accounting for nature in their strategies and capital
allocation decisions.

Nature is no longer a corporate social responsibility
issue, but a core and strategic risk management
issue alongside climate change. It needs to be
brought into the strategy, risk management and
capital allocation decisions of business and finance,
fully integrating climate and nature considerations.
Investing in the health and resilience of nature is good
business practice both as sound risk mitigation but
also as a source of business opportunities. Corporate
and investor stewardship of, and investment in, nature
is a transformational opportunity for companies who
innovate and financial institutions who finance the
solutions needed at scale.

The GBF highlights that businesses and financial
institutions have a critical role to play. Specifically, Target
15 of the GBF calls on parties of the Convention on
Biological Diversity (CBD) to:

‘Take legal, administrative or policy measures to
encourage and enable business, and in particular to
ensure that large and transnational companies and
financial institutions, regularly monitor, assess, and
transparently disclose their risks, dependencies and
impacts on biodiversity, including with requirements

m Taskforce on Nature-related
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for all large as well as transnational companies and
financial institutions along their operations, supply
and value chains and portfolios.’

Making nature-related reporting a reality is
challenging, but feasible, building on work already
done in response to climate-related risks. While a
nature corporate reporting target now exists in the GBF,
significant work must be done to build the understanding
and capacity of businesses and financial institutions

of all sizes and across all sectors and geographies

to enable them to take action. The fact that many
organisations — both with public disclosure requirements
and small and medium sized enterprises across supply
chains — have increased their awareness and capacity
to assess the implications of climate change provides a
strong platform on which to build. Climate change is one
of five drivers of nature change and is inextricably linked
in cause and effect to the other four drivers. Companies
and financial institutions need to take an integrated
approach to identifying, assessing and responding to
climate and nature-related dependencies, impacts,

risks and opportunities. In a global survey of 240 report
preparers, 86% of respondents thought that they would
be able to start disclosures aligned with the TNFD
recommendations by the financial year 2026.

However, it is important to recognise that the
identification, assessment and management of
nature-related issues is necessarily different to
climate. Climate change is a global process within
one shared atmosphere. That essential character has
led to the concept of a global carbon budget, which is
central to the global policy and business response to
address climate change. Nature-related impacts and
dependencies, by contrast, are location specific, and
therefore require local, context-specific assessment
and responses. Understanding where interactions
with nature occur is of paramount importance to the
identification, assessment and management of nature-
related issues.
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Figure 5: Alignment with global goals and the global reporting baseline

Financial materiality approach Double materiality approach

Global policy goals
and targets

Nature-related

assessment and reporting TNFD .
Recommendations

Nature-related
disclosures

The outcome of the TNFD’s approach to alignment is
as follows:

* While building on the TCFD structure, the TNFD
goes beyond the TCFD in incorporating nature-
related issues across the realms of nature — ocean,
freshwater, land and atmosphere —and drivers of
nature change beyond climate change, as identified
by the IPBES. This provides a comprehensive
approach to environmental corporate reporting
aligned to both the Paris Agreement and the GBF.

* Like the TCFD and ISSB, the TNFD enables the
disclosure of decision-useful material information
from companies (report preparers) to investors
and other capital providers (the primary users of
sustainability reporting) to enhance the resilience of
organisations to climate and nature-related risks.

* Like GRIl and the ESRS in the European Union, the
TNFD also enables the disclosure of decision-useful
impact-related information.

Kunming-Montreal Global
Biodiversity Framework

Kunming-Montreal Global TNFD ‘
Biodiversity Framework Recommendations

Impact materiality
(GRI/ESRS)

ISSB global sustainability ISSB global sustainability
disclosure standards disclosure standards

Adoption pathway

Based on the experience of the TCFD, the TNFD
anticipates its recommendations being used along
three related pathways to shift the corporate reporting
landscape:

1

Influence the voluntary standards landscape:
Both the ISSB and the GRI have been knowledge
partners of the TNFD over the two-year design and
development phase of these recommendations.
Their existing standards and market guidance
have played an instrumental role in shaping the
TNFD’s recommendations. In turn, the TNFD
hopes its recommendations will shape the further
development of specific nature-related disclosure
standards. The ISSB signalled in December 2022
that it intends to draw on the work of the TNFD

as and when it develops specific nature-related
disclosure standards following the release of its IFRS
S1 General Requirements and S2 Climate-related
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Figure 7: The architecture for measurement and target setting — Climate and nature
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be understood as a set of assets that provide ecosystem
services. The TNFD additional guidance by sector and
biome is structured around these fundamental core
concepts.

A comprehensive typology of realms, biomes,
environmental assets and ecosystem services is
provided in Figure 10, building on the IUCN Global
Ecosystem Typology and UN SEEA Ecosystem
Accounting. Nature can be understood through a set of
biomes, categorised into four realms. Nature can also

Figure 10: Fundamental concepts for understanding nature: Realms, biomes, assets and services
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2.1. Nature-related issues  Risks - to the organisation stemming from their
Organisations have dependencies and impacts on dependencies and impacts; and

nature. These give rise to nature-related risks and » Opportunities - for the organisation that benefit
opportunities (Figure 11). These four concepts are nature through positive impacts or mitigation of
collectively referred to by the TNFD as nature-related negative impacts on nature.

issues and include: . . . .
It is essential to evaluate dependencies and impacts

« Dependencies - of the organisation on nature; on nature to assess the risks and opportunities to an
organisation. Disclosures should cover all four types
of nature-related issue, as well as an organisation’s
responses to them.

* Impacts — on nature caused, or contributed to, by the
organisation;

Figure 11: Nature-related dependencies, impacts, risks and opportunities

Dependencies

Business

Opportunities
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Figure 16: Nature-related opportunity categories

Business performance

Eﬁl Markets

Resource efficiency

Changing dynamics in overall markets, such
as access to new markets or locations, that
arise from other opportunity categories as a
result of changing conditions, including
consumer demands, consumer and investor
sentiment and stakeholder dynamics

&=

Access to capital markets, improved
financing terms or financial products
connected to positive nature impacts or the
mitigation of negative impacts

Actions an organisation can take within its
own operations or value chain in order to
avoid or reduce impacts and dependencies
on nature (for example, by using less natural
resources), while achieving co-benefits such
as improved operational efficiency or
reduced costs (for example, micro-irrigation,
which maximises plant health, reduces water
use and reduces costs)

Sustainability performance opportunity categories

Value proposition related to the creation or
delivery of products and services that
protect, manage or restore nature,
including technological innovations

Reputational capital

Changes in perception concerning a
company'’s actual or perceived nature
impacts, including the consequent impacts
on society and engagement of stakeholders

Sustainable use of
natural resources

Substitution of natural resources by recycled, regenerative, renewable
and /or ethically responsibly sourced organic inputs

@ Ecosystem protection,
restoration and regeneration

Activities that support the protection, regeneration or restoration of
habitats and ecosystems, including areas both within and outside the
organisation’s direct control
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At aglance —the TNFD’s

recommended disclosures

Highlights

» Fourdisclosure pillars, building on TCFD
recommendations and consistent with ISSB’s
IFRS Sustainability Disclosure Standards.

* l4recommended disclosures.

» All 11 TCFD recommended disclosures included
to encourage and support integrated climate and
nature reporting.

 Incorporation of dependencies, impacts, risks
and opportunities.

» Fully aligned with the Global Biodiversity
Framework Target 15 requirement to disclose
dependencies, impacts and risks.

3.1. Conceptual foundations for disclosure

Core content for disclosure

Building on the approach developed by the TCFD
and incorporated into the ISSB’s IFRS-S1 General
Requirements, the TNFD has organised its
recommended disclosures around the four pillars of:

» Governance;
o Strategy;
* Riskand impact management; and

* Metrics and targets.

At the core of the TNFD recommendations are four
closely related principles:

1. Support forincreasing the breadth and depth
of disclosure ambition over time, consistent
with both the ISSB Standards and its global
sustainability reporting baseline, and the global

policy goals and targets in the GBF: Organisations,

in particular large and transnational corporates and
financial institutions, should seek to expand and
improve the quality of their corporate reporting over
time in order to align with Target 15 of the GBF.
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This calls for regular monitoring, assessment and
disclosure of risks, dependencies and impacts along
organisations’ operations, supply and value chains,
and portfolios.

. Materiality as the basis for disclosure:

Organisations should disclose material information
about their nature-related dependencies, impacts,
risks and opportunities.

. Recognition of different approaches to

materiality: The TNFD’s recommendations have
been designed to accommodate the different
materiality preferences and requirements of a range
of report preparers across jurisdictions. The TNFD
recommends that organisations apply the ISSB’s
approach to identifying information that is material
for users of general purpose financial reports as

a baseline. Report preparers who want or need to
report to a different materiality approach may apply
an impact materiality approach to identify information
in addition to the ISSB’s baseline. Report preparers
should use the definitional guidance regarding
materiality provided by the regulatory authorities

for their reporting jurisdiction(s). Organisations
seeking to align with Target 15 of the GBF will want
to consider the application of an impact materiality
lens to identify information that is incremental to the
global baseline.

. Comprehensiveness in identification and

assessment of nature-related issues:
Understanding an organisation’s dependencies
and impacts on nature is essential to inform a
robust understanding of its potentially material
risks and opportunities. The TNFD therefore
strongly recommends, irrespective of the approach
to materiality taken by the report preparer, the
identification and assessment of all four types of
nature-related issues — dependencies, impacts, risks
and opportunities. When reporting, organisations
should delineate the four types of issue and explain
the links between them.









Recommendations of the Taskforce
on Nature-related Financial Disclosures
September 2023

* The process followed in determining the scope of
what to assess and consequently disclose; and

* Whether some parts of the direct operations or
upstream and downstream value chain(s) were
included or excluded from assessment and the
resulting disclosure statement, and why.

In doing so, the organisation should also describe:

* Which of the TNFD’s recommended disclosures it has
made disclosures against; and

« Whetherany extension to the scope of disclosures
is planned for future reports, including whether
the organisation aims to disclose material risks,
dependencies and impacts aligned with Target 15 of the
Global Biodiversity Framework. If so, a brief description
of the proposed future disclosures should be included.

The TNFD disclosures should clearly identify
information that is relevant to the organisation’s:

» Direct operations;
e Upstream value chain(s); and

+ Downstream value chain(s).

Analysis of downstream value chains for financial
institutions should include financed, facilitated,
investment and insured activities and assets.

This statement of the breadth and depth of

the organisation’s scope of disclosures is
important because it will provide context for the
report user on how to interpret the disclosures,
including any quantitative information (i.e. data
in tables and charts) relative to the scope of the
whole business and its value chain(s).

3. Location of nature-related issues

Consideration of the geographic location of the
organisation’s interface with nature should be integral
to the assessment of nature-related issues, recognising
that dependencies and impacts on nature occurin
specific ecosystems. In some cases, nature-related
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issues will cover multiple ecosystems and locations, as
both nature and impact drivers are mobile, for example,
in the case of migratory species or the spreading of
pollutants. The organisation’s risks (such as acute
physical risks) and opportunities will also largely occur in
—and vary by — specific geographic locations. The risks
associated with water withdrawal will vary by the degree
of water stress in each location, for example.

“Changes in the natural environment
are not linear and characterised instead
by compounding effects and ‘tipping

J 0

points’.
Network for Greening the Financial System (NGFS), 2023

Consideration of the geographic location of the
organisation’s interfaces with nature — through direct
operations as well as upstream and downstream value
chain(s) — should therefore be central to the organisation’s
assessment of its nature-related issues, and where
material, to its disclosure statements. This is an important
difference from the analysis of climate through Scope 1, 2
and 3 emissions.

The location-specific character of nature-related issues
underscores why it is important that report preparers
provide material information in a mannerthat enables
primary users of general purpose financial reports and
other stakeholders to understand the connection between
assessed dependencies, impacts, risks and opportunities.

“Nature is spatially explicit ... Therefore
efforts to identify and prioritise

risks should take into account the
geographical location of impacts and
dependencies.”

NGFS, 2023
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Figure 20: TNFD’s recommended disclosures

Strategy

Disclose the organisation’s
governance of nature-related
dependencies, impacts, risks
and opportunities.

Recommended disclosures

A. Describe the board’s
oversight of nature-related
dependencies, impacts, risks
and opportunities.

B. Describe management’s
role in assessing and
managing nature-related
dependencies, impacts, risks
and opportunities.

C. Describe the organisation’s
human rights policies and
engagement activities, and
oversight by the board and
management, with respect

to Indigenous Peoples, Local
Communities, affected and
other stakeholders, in the
organisation’s assessment of,
and response to, nature-related
dependencies, impacts, risks
and opportunities.

Disclose the effects of
nature-related dependencies,
impacts, risks and opportunities
on the organisation’s business
model, strategy and financial
planning where such information
is material.

Recommended disclosures

A. Describe the nature-related
dependencies, impacts,

risks and opportunities the
organisation has identified
over the short, medium and
long term.

B. Describe the effect
nature-related dependencies,
impacts, risks and opportunities
have had on the organisation’s
business model, value chain,
strategy and financial planning,
as well as any transition plans
or analysis in place.

C. Describe the resilience of
the organisation’s strategy
to nature-related risks and
opportunities, taking into
consideration different
scenarios.

D. Disclose the locations of
assets and/or activities in the
organisation’s direct operations
and, where possible, upstream
and downstream value chain(s)
that meet the criteria for priority
locations.

Risk & impact management

Describe the processes

used by the organisation to
identify, assess, prioritise
and monitor nature-related
dependencies, impacts, risks
and opportunities.

Recommended disclosures

A(i) Describe the
organisation’s processes for
identifying, assessing and
prioritising nature-related
dependencies, impacts, risks
and opportunities in its direct
operations.

A(ii) Describe the
organisation’s processes for
identifying, assessing and
prioritising nature-related
dependencies, impacts,
risks and opportunities in its
upstream and downstream
value chain(s).

B. Describe the organisation’s
processes for managing
nature-related dependencies,
impacts, risks and
opportunities.

C. Describe how processes
foridentifying, assessing,
prioritising and monitoring
nature-related risks are
integrated into and inform
the organisation’s overall risk
management processes.
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Disclose the metrics and
targets used to assess and
manage material nature-related
dependencies, impacts, risks
and opportunities.

Recommended disclosures

A. Disclose the metrics used by
the organisation to assess and
manage material nature-related
risks and opportunities in

line with its strategy and risk
management process.

B. Disclose the metrics used by
the organisation to assess and
manage dependencies and
impacts on nature.

C. Describe the targets and
goals used by the organisation
to manage nature-related
dependencies, impacts, risks
and opportunities and its
performance against these.
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Governance

Disclose the organisation’s governance of
nature-related dependencies, impacts, risks and
opportunities.

Investors, lenders, insurance underwriters and other
users of nature-related financial disclosures are
interested in understanding the governance processes,
controls and procedures the organisation uses to
monitor and manage nature-related issues. They are
specifically interested in understanding the role an
organisation’s board plays in overseeing nature-related
issues, as well as management’s role in assessing and
managing those issues.

Such information supports evaluations of whether
nature-related issues receive appropriate board and
management attention and whether the organisation’s
governance body/bodies have an appropriate level of

skilland competence available to do so. The governance

disclosures therefore cover the organisation’s
governance of nature-related dependencies, impacts,
risks and opportunities.

A. Describe the board’s oversight of nature-
related dependencies, impacts, risks and
opportunities.

In describing the board’s oversight of nature-related
dependencies, impacts, risks and opportunities, the
organisation should include a discussion of:

» The processes and frequency by which the board
and/or board committees (audit, risk or other
committees) are informed about nature-related
dependencies, impacts, risks and opportunities
across the organisation’s direct operations and
upstream and downstream value chain(s);

e Whether and how the board and/or board committees
consider nature-related dependencies, impacts, risks
and opportunities when:
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* Reviewing and guiding strategy, major plans of
action, risk management policies, annual budgets
and business plans;

» Setting the organisation’s performance objectives,
monitoring implementation and performance; and

» Overseeing major capital expenditures,
acquisitions and divestitures;

* How the board monitors and oversees progress
against goals and targets to address nature-related
dependencies, impacts, risks and opportunities;

* The main features of board-level oversight of the
sustainability reporting processes, including risk
management processes and use of internal and
external audit and assurance resources; and

* Whether and how performance metrics for nature-
related issues are incorporated into remuneration
policies.

The organisation should consider reporting the following
indicators to support this disclosure:

* Number (absolute and proportion of total) of
members of board with competence on nature-related
issues;

» Use, if any, of external expert advisers and subject
matter experts, such as scientific advisers, to support
board deliberations; and

* Frequency that nature issues are discussed during
board meetings.

B. Describe management’s role in assessing and
managing nature-related dependencies, impacts,
risks and opportunities.

In describing management’s role in the assessment and
management of nature-related dependencies, impacts,
risks and opportunities, the organisation should include
the following information:

* Whether and how the organisation has assigned
nature-related responsibilities to management-level
positions or committees, whether such management
positions or committees report to the board or board
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committee, and whether those responsibilities
include assessing and/or managing nature-related
dependencies, impacts, risks and opportunities;

* The associated organisational structure(s); and

* The controls and procedures by which management
is informed about and monitors nature-related
dependencies, impacts, risks and opportunities.

The organisation should consider reporting the following
indicators to support this disclosure:

» Highest level of responsibility and accountability for
nature policies, commitments and targets; and

» Frequency of communication of performance and
progress in priority locations to management.

C. Describe the organisation’s human rights
policies and engagement activities, and
oversight by the board and management,

with respect to Indigenous Peoples, Local
Communities, affected and other stakeholders, in
the organisation’s assessment of, and response
to, nature-related dependencies, impacts, risks
and opportunities.

The organisation should describe its human rights
policies and engagement activities related to its
assessment and management of nature-related
dependencies, impacts, risks and opportunities. This
should cover all relevant stakeholders, with a priority
on Indigenous Peoples, Local Communities and
affected stakeholders. It should do so with reference
to, and implementation of, the UN Declaration on

the Rights of Indigenous Peoples, the UN Guiding
Principles on Business and Human Rights and
internationally recognised human rights as applicable to
affected stakeholders.

This description should include:

* A summary of the organisation’s commitments
regarding:

 International standards of responsible business
practice as set out in the UN Guiding Principles
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on Business and Human Rights and the OECD
Guidelines for Multinational Enterprises on
Responsible Business Conduct;

» Respect of the rights of Indigenous Peoples as
reflected in the UN Declaration on the Rights of
Indigenous Peoples, ILO Convention 169, the
Convention on Biological Diversity; and

» The UN General Assembly Resolution 76/300 on
rights to a healthy environment;

A description of how human rights due diligence
processes, including but not limited to those
covering the rights of Indigenous Peoples and Local
Communities, are embedded in an organisation’s
strategy, policies, codes of conduct, governance
structures and best practices;

The processes adopted to enable the monitoring,
management and remediation of any adverse human
rights impacts caused by the organisation or to
which it significantly contributes through its business
activities, supply chains and business relationships,
including organisational grievance mechanisms;

A summary of the organisation’s governance on
nature-related advocacy and lobbying, and the
organisation’s approach to engagement with public
authorities on nature-related initiatives, policies and/
or regulation;

A summary of the organisation’s key nature-related
advocacy and lobbying priorities and positions. This
should be complemented, where relevant, with a
summary of the main direct advocacy and lobbying
activities undertaken by the organisation associated
with nature-related regulation and public policy
development;

A description of the organisation’s involvement in any
ongoing cases, or cases concluded in the reporting
year, that concern nature-related dependencies

or impacts that are brought to National Contact
Points under the OECD Guidelines for Multinational
Enterprises on Responsible Business Conduct;

The engagement process(es) undertaken including:
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« Adescription of the Indigenous Peoples, Local
Communities and affected stakeholders engaged
in the assessment and management of nature-
related dependencies, impacts, risks and
opportunities, how they were identified, and a
confirmation that this description has been agreed
with those engaged;

» A statement of the purpose of the engagement and
whether it takes place in relation to assessment,
solution-finding, monitoring and/or evaluation of
nature-related issues;

« A description of the approach to and process of
engagement, whether engagement is one-off,
periodic or ongoing, and whether it is through
formal or informal structures;

» A description of whether engagement has been
based on free, prior and informed consultation
and participation and how Free Prior and Informed
Consent (FPIC) has been obtained;

« A statement of how equitable Access and Benefit
Sharing has been attained, particularly as it relates
to Indigenous Peoples and Local Communities; and

« A description of the results of the engagement
processes with Indigenous Peoples, Local
Communities and affected stakeholders, including
how these are incorporated or otherwise addressed
in the organisation’s materiality assessment,
decision-making and responses to nature-related
issues and their societal dimensions; and

» A statement of whether and how senior management
and the board are informed about engagement
processes with Indigenous Peoples, Local
Communities and affected stakeholders, and
their results.

The organisation should consider reporting the following
indicator to support this disclosure:

« Proportion of locations identified with material nature-
related issues and/or in sensitive locations that have
active engagement with Indigenous Peoples, Local
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Communities and affected stakeholders on nature-
related issues.

Strategy

Disclose the effects of nature-related
dependencies, impacts, risks and opportunities
on the organisation’s business model, strategy
and financial planning where such information
is material.

Investors and other stakeholders are interested in
understanding the approach the organisation uses

to manage nature-related issues and how nature-
related issues may affect an organisation’s business
model, strategy and financial planning over the short,
medium and long term. Such information is used to
inform expectations about the future performance of an
organisation.

A. Describe the nature-related dependencies,
impacts, risks and opportunities the organisation
has identified over the short, medium and long term.

Dependencies and impacts

The organisation should describe the material nature-
related dependencies and impacts the organisation
has identified in its direct operations and upstream and
downstream value chain(s).

The organisation should disclose the following
information for material impacts and dependencies:

* A description of the material impact on nature,
including:

e The location of the impact with reference to the
location(s) identified in Strategy D and whether
the impact relates to the organisation’s direct
operations, or upstream or downstream value
chain(s);

« The impact pathway(s), including:
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— The organisation’s impact driver(s) and any
external factors that are affecting the state of
nature;*®

— How these impact drivers and external trends
lead to changes in the state of nature in these
location(s); and

— How the availability of ecosystem services is
affected; and

« Reference to the relevant metrics disclosed in
Metrics and Targets B;

» A description of the material dependency on nature,
including:

* The location of the dependency, with reference to
the locations identified in Strategy D and whether
the dependency relates to the organisation’s
direct operations, or upstream or downstream
value chain(s);

» The dependency pathway, including:

— The environmental asset(s) and ecosystem
service(s) the organisation depends on; and

— The associated impact driver(s) and external
factors that are affecting the state of nature and
availability of ecosystem services; and

« Reference to the relevant metrics disclosed in
Metrics and Targets B; and

« Adescription of any interconnections between the
organisation’s dependencies and impacts.

The disclosures should distinguish between
dependencies and impacts in the organisation’s
direct operations and upstream and downstream
value chain(s).
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Risks and opportunities

An organisation should describe the material risks

and opportunities it has identified that could affect its
business model, value chain, strategy and financial
position and how these arise from its dependencies and
impacts on nature.

The organisation should disclose the following
information:

» A description of each nature-related risk and
opportunity identified by the organisation across each
time horizon (short, medium and long term), with
reference to the relevant metrics disclosed in Metrics
and Targets A; and

* The TNFD risk and opportunity category to which the
risk or opportunity belongs, including whether arisk is
a physical or transition risk.

B. Describe the effect nature-related dependencies,
impacts, risks and opportunities have had on

the organisation’s business model, value chain,
strategy and financial planning, as well as any
transition plans or analysis in place.

The organisation should describe how the nature-related
dependencies, impacts risks and opportunities identified
in Strategy A have affected its business model, value
chain, strategy and financial position.

Business model, value chain and strategy

The organisation should describe the current

and anticipated effects of the identified risks and
opportunities on its business model and value chain and
where these risks and opportunities are located in its
business model and value chain.

The organisation should describe the processes and
actions it has put in place to respond to the material
dependencies, impacts, risks and opportunities it has
identified, including:

49 State of nature encompasses ecosystem condition and extent, and species population size and species extinction risk.
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* How the organisation makes and implements
decisions to avoid and reduce negative impacts
on nature, regenerate and restore ecosystems and
transform business practices, following the mitigation
hierarchy and principles of extended producer
responsibility;°

» Current and anticipated changes to business
practices, investments in new technologies or
research and development, decisions about the
location of business operations, and collaboration
with other partners and stakeholders;

» Current and anticipated changes to upstream
sourcing practices and interactions with downstream
entities, such as the adoption of improved tracing,
certification practices, collaboration with suppliers,
customers and other stakeholders, or extended
producer responsibility schemes;

» Current and anticipated changes to the organisation’s
engagement through multi-stakeholder planning
processes, such as landscape approaches,
watershed management and marine and coastal
spatial planning; and

» Any other current and anticipated policies or efforts to
mitigate nature-related risks, manage nature-related
issues and/or contribute towards the goals and
targets in the GBF.

Financial position and performance

The organisation should describe the current and
anticipated effects of nature-related risks and
opportunities on its financial position, performance and
cashflow, including:

* How the nature-related risks and opportunities have
affected the financial position of the organisation in
the reporting period;®
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* The anticipated effects on revenues, expenses,
cashflows, asset and liability values and funding
sources over the short, medium and long term;

* Whether the organisation anticipates any significant
investments or asset disposals as a result of the
nature-related risks and opportunities identified; and

* How nature-related risks and opportunities serve as
an input to their financial planning processes.

Target setting and transition plans

Organisations that have made nature-related
commitments, set nature-related targets and/or made
nature transition plans to address nature-related
dependencies, impacts, risks and opportunities should
describe their commitments, how they will achieve them
and how they are aligned to GBF goals and targets.

A non-exhaustive list of indicators and metrics that
demonstrate the response of organisations to nature-
related dependencies, impacts, risks and opportunities
is provided in Annex 2.

C. Describe the resilience of the organisation’s
strategy to nature-related risks and opportunities,
taking into consideration different scenarios.

The organisation should disclose information on the
resilience of its strategy, business model and value
chain to nature-related changes, developments

and uncertainties, taking into consideration the
organisation’s nature-related risks and opportunities
identified in Strategy A. The organisation should use
nature-related scenario analysis to assess its strategy
resilience, using an approach that is commensurate with
the organisation’s circumstances.

50 These terms are defined in the TNFD glossary. The TNFD uses the Science Based Targets Network’s Action Framework for the mitigation
hierarchy: AR3T (Avoid, Reduce, Restore, Regenerate, Transform). The TNFD uses the OECD definition of extended producer responsibility

(see glossary).

51 Inline with ISSB’s IFRS-S1 - General Requirements for Disclosure of Sustainability-related Financial Information: “when identifying
sustainability-related risks and opportunities that could reasonably be expected to affect an entity’s prospects, reasonable and supportable
information includes information about past events(...).” (B8, Appendix B).
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Figure 21: Assessment of priority locations — sensitive and material locations

Assessment locations

All geographic locations in the organisation's direct
operations, upstream and downstream.

Sensitive locations Material locations

Locations where the assets and/or Locations where the organisation
activities in the organisation's direct has identified material nature-related
operations —and where possible, dependencies, impacts, risks and

upstream and downstream value opportunities.

chain(s) — interface with nature in
areas deemed to be ecologically
sensitive.

Priority locations
for Strategy D disclosure

* Inits direct operations and, where possible
upstream and downstream value chain(s), that are
in sensitive locations as defined above.

An organisation should provide:

» Alist and/or spatial map of the locations where the

organisation has assets and/or activities: « A description of how the organisation has defined

« Inits direct operations and upstream and sensitive locations, with reference to the tools, data

downstream value chain(s), where material sources and indicators and metrics used;
nature-related dependencies, impacts, risks and » A description of the process followed to identify
opportunities have been identified, and whether priority locations for disclosure;

any of these locations meet the criteria for sensitive « A description of the level of geographic specificity
locations; and achieved, if and how locations have been aggregated,
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and the rationale for any aggregation, with reference
to general requirement 3; and

» The organisations intentions to improve or expand its
location assessment activities over the short, medium
and long term.

Risk and impact management

Describe the processes used by the organisation
to identify, assess, prioritise and monitor
nature-related dependencies, impacts, risks

and opportunities.

Investors and other stakeholders are interested in
understanding how an organisation’s nature-related
dependencies, impacts, risks and opportunities are
identified, assessed, prioritised and monitored, and
whether those processes are integrated into existing risk
management processes. Such information helps users
of nature-related financial disclosures to evaluate the
organisation’s overall risk processes and risk and impact
management activities.

A non-exhaustive list of response indicators and metrics
that may help organisations to demonstrate the process
used to identify, assess, prioritise and monitor nature-
related dependencies, impacts, risks and opportunities
is provided in Annex 2.

A(i) Describe the organisation’s processes for
identifying, assessing and prioritising nature-related
dependencies, impacts, risks and opportunities in
its direct operations.

The organisation should describe its processes for
identifying, assessing and prioritising nature-related
dependencies, impacts, risks and opportunities in its
direct operations.

The description should include:

» How the organisation identifies existing and emerging
nature-related dependencies, impacts, risks and
opportunities that may be material to the organisation,
including factors such as:

m Taskforce on Nature-related
Em Financial Disclosures

* The materiality definitions and application
guidance used with respect to the organisation’s
materiality assessment;

» The degree of location-specificity used (e.g. site-
specific, local, sub-national), taking into account
the differences in dependencies, impacts, risks and
opportunities across locations;

* Thetimescales considered;

* Whether and how ecological thresholds and tipping
points were considered;

» The frequency of assessment; and

* Whether and how existing and emerging policy
changes and regulatory requirements related to
climate change and nature loss were considered
(e.g. restrictions on water or land use).

* How the organisation assesses nature-related risks
and opportunities for the magnitude of potential
effects on the organisation, including processes
for assessing the potential size and scope of
identified nature-related risks and opportunities
and the likelihood of the effects of those risks,
based on its understanding of how nature-related
risks and opportunities originate from the identified
dependencies and impacts.

* How the organisation determines the relative
significance of nature-related risks and opportunities
in relation to other risks and opportunities and
prioritises risks and opportunities to inform risk and
opportunity responses and risk and opportunity
management decision-making.

The organisation should disclose:

* Anassessment of the quality of the data used and the
implications for the analysis;

» A description of any improvements made to data
quality since the previous disclosure period and plans
to improve data quality over time;

» The methodology and information sources used for
key data not obtained directly from the organisation’s
operations; and
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other risks and opportunities, including processes
for prioritising risks and opportunities to inform
risk and opportunity responses and risk and
opportunity management decision-making.

B. Describe the organisation’s processes for
managing nature-related dependencies, impacts,
risks and opportunities.

The organisation should describe its processes for
managing nature-related dependencies, impacts, risks
and opportunities.

This should include information about:

» The inputs and parameters the organisation uses
(for example, information about data sources and the
scope of operations covered in the processes);

* The risk management tools the organisation uses to
assess the organisation’s overall risk profile in light of
those risks; and

* How the organisation monitors nature-related risks.

C. Describe how processes for identifying,
assessing, prioritising and monitoring nature-
related risks are integrated into and inform the
organisation’s overall risk management processes.

The organisation should describe whether and how its
processes for identifying, assessing, prioritising and
monitoring nature-related risks are integrated into its
overall risk management process.

Metrics and targets

Disclose the metrics and targets used to assess
and manage material nature-related dependencies,
impacts, risks and opportunities.

Investors and other stakeholders are interested in
understanding an organisation’s performance in relation
to nature-related issues, including progress towards
any targets the organisation has set and how an
organisation measures and monitors its nature-related
dependencies, impacts, risks and opportunities.
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Disclosure of the metrics and targets used by an
organisation to identify, evaluate, assess and manage
material nature-related dependencies, impacts,

risks and opportunities helps investors and other
stakeholders to assess an organisation’s current and
prospective risk-adjusted returns, its ability to meet
current and future financial obligations, its general
exposure to nature-related issues, and its progress in
managing or adapting to those issues. Disclosure of
metrics and targets on a consistent basis helps investors
and other stakeholders to compare organisations within
a sector or industry.

The TNFD intends to increase the specificity of
methodologies in its guidance over time, as practices
and standards further develop.

In preparing the disclosures for this pillar,
organisations should refer to Section 4, Annex 1
(TNFD core global disclosure metrics), Annex 2
(TNFD additional global disclosure metrics) and
Annex 4 (TNFD glossary of terms).

Where organisations do not align to TNFD
terminology for a disclosure metric, or where

the TNFD terminology is not yet specified for

a particular term used in disclosure metrics,
organisations should disclose the definition used.

A. Disclose the metrics used by the organisation to
assess and manage material nature-related risks
and opportunities in line with its strategy and risk
management process.

An organisation should disclose the indicators and
metrics used to measure and manage the material
nature-related risks and opportunities described in
Strategy A.

To achieve this, an organisation should disclose the
metrics that are most relevant to and most accurately
represent the nature-related risks and opportunities
on which it is reporting. The metrics disclosed

should include:
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» All core global and core sector risk and
opportunity metrics listed in Annex 1 reported at the
organisational level; and

* Any other relevant metrics, drawing on the TNFD
additional disclosure indicators and metrics listed
in Annex 2 and the organisation’s own assessment
metrics as appropriate, reported at the appropriate
organisational level (e.g. site, product, service,
region or organisation) to reflect most accurately the
maghnitude of risks and opportunities described in
Strategy A.

Where possible, these should cover:

» Financial information about the effects of nature-
related risks and opportunities on the organisation,
with reference to effects reported in Strategy B; and

* Insight into how the organisation monitors
actions, policies and strategies to manage risks
and opportunities, with reference to Strategy B and
Risk and Impact Management B.

Indicators and metrics should also be disclosed for
historical periods, including prior year comparisons
to allow for trend analysis. When appropriate, the
organisation should disclose forward-looking nature-
related indicators and metrics, consistent with its
business or strategic planning time horizons.

The organisation should describe the methodologies
and assumptions used to calculate or estimate nature-
related indicators and metrics, including any limitations.

An organisation should provide a short explanation
where any core metrics are not reported. A core metric
may be omitted where it has:

» Not been identified as relevant or material to the
organisation; or

» Beenidentified as relevant and material, but the
organisation is unable to measure it due to limitations
with methodologies or access to data. In this case,
organisations should explain how they plan to
address this in future reporting periods.
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B. Disclose the metrics used by the organisation
to assess and manage dependencies and impacts
on nature.

The organisation should disclose the indicators and
metrics used to measure and manage the material
nature-related dependencies and impacts described in
Strategy A.

To achieve this, an organisation should disclose the
metrics that are most relevant to and most accurately
represent the nature-related dependencies and impacts
on which it is reporting. This should include, for each
dependency and impact described in Strategy A:

» All core global and core sector metrics for
dependencies and impacts listed in Annex 4 and in
relevant sector guidance; and

* Any other relevant metrics, drawing on the TNFD
additional disclosure indicators and metrics listed
in Annex 2 and the organisation’s own assessment
metrics as appropriate.

These metrics should cover the organisation’s impact
drivers associated with each material dependency

and impact identified in Strategy A, indicating what the
impact driver is (i.e. the type of pollutant emitted), the
maghnitude (i.e. the quantity of pollutant) and the location
in which the impact driver occurs, with reference to
Strategy D.

It is also recommended that the organisation consider
covering in its disclosure, for the location of each
dependency and impact described in Strategy A, with
reference to Strategy D:

» Other elements of the dependency and impact
pathway (qualitatively if quantitative metrics are not
yet available) including:

» Changes in the state of nature (e.g. ecosystem
condition and extent, and species population size
and extinction risk); and

» Changes in the availability of ecosystem services;
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» Actions, policies and strategies to manage these
impacts and dependencies, as disclosed in Strategy
B; and

+ Aggregated impact drivers for the organisation’s
direct operations, and upstream and downstream
value chain(s) to the extent possible, and by product
or service line if material, using the core global and
core sector metrics listed in Annex 1 and in relevant
sector guidance. Where organisations are not able to
report metrics for the full value chain, organisations
are encouraged to report metrics at the stage of
the value chain that is most representative of their
material nature-related issues. For metrics focused on
the use of natural commodities, this is likely to require
reporting on upstream activities.

An organisation should provide a short explanation
where any core metrics are not reported explaining
whether it has:

* Not been identified as relevant or material to the
organisation; or

» Beenidentified as relevant and material, but the
organisation is unable to measure it due to limitations
with methodologies or access to data. In this case,
organisations should explain how they plan to
address this in future reporting periods.

Metrics should be reported:

« Against a clear and transparent baseline and/or
reference condition where possible;*

» Separately for negative and positive impacts, not on a
net basis;

» With reference to whether they relate to the
organisation’s direct operations, upstream value
chain(s) or downstream value chain(s);

» With an absolute figure, the rate of change, and
an intensity/efficiency ratio. The TNFD disclosure
metrics contained with Annexes 1 and 2 are
mostly listed at the absolute level. Organisations
are encouraged to use the best practice intensity/

m Taskforce on Nature-related
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efficiency ratios for their sectors, describing the
rationale for selection of ratios.

The organisation should also disclose:

« If and how metrics have been aggregated, in line
with general requirement 3 and including the scientific
justification for aggregating metrics and/or locations
(e.g. ecological equivalency or industry best practice
with references), the methodologies used and any
limitations or assumptions;

» A description of the methodologies, tools and data
platforms used to obtain key data; the assumptions,
tools and data platforms used to calculate or estimate
nature-related indicators and metrics; and any
limitations, including a lack of data or the use of proxy
data and industry averages; and

* When appropriate, forward-looking nature-related
indicators and metrics, consistent with its business
or strategic planning time horizons.

C. Describe the targets and goals used by

the organisation to manage nature-related
dependencies, impacts, risks and opportunities and
its performance against these.

The organisation should describe the targets and
goals it has established to manage its nature-related
dependencies, impacts, risks and opportunities, and
disclose performance against these targets and goals.

Disclosures for each target should include:

* The strategy or risk management objective the target
seeks to address, including any anticipated regulatory
requirements, market constraints, limitations or other
contextual information relevant to understanding
the target;

* The metric used to quantify the target and monitor
performance;

* The targeted value of the metric;

* The baseline year and level of the metric;

54 See section 5.












Recommendations of the Taskforce
on Nature-related Financial Disclosures
September 2023

4.1. The TNFD metrics architecture: A leading
indicators approach

To reconcile the large number of indicators associated
with nature-related issues, and the needs of market
participants for a relatively small set of indicators that
can be compared and subjected to third-party assurance
on an annual basis as a key requirement for disclosure,
the TNFD has adopted a leading indicators approach.
This is a similar approach to that taken to mainstream
financial reporting (the profit and loss, balance sheet
and cashflow statements represent a set of leading
indicators) and macro-economic reporting, which focus
for example, on GDP, unemployment and inflation. The

m Taskforce on Nature-related
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TNFD’s metrics approach includes different categories
of metrics, shown in Figure 24. These include:

A small set of core metrics — ‘core global metrics’
that apply to all sectors and ‘core sector metrics’ for
each sector —to be disclosed on a comply or explain
basis; and

A larger set of additional metrics, which are
recommended for disclosure, where relevant, to best
represent an organisation’s material nature-related
issues, based on their specific circumstances.

The TNFD’s metrics enable assessment and disclosure
of positive as well as negative impacts, as illustrated in
Figure 23.

Figure 23: Drivers of nature change - reflecting both negative and positive impacts
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Figure 25: Metrics for disclosure - How does it work?
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Figure 27: TNFD’s additional guidance builds on existing frameworks, methods and tools

Y Y \
/ Scientific foundations Existing disclosure Target setting
and definitions frameworks & standards

Stockholm ¢y 0 0 TC m Cpnveptmn on

Resilience Centre 'University Biological Diversity

¢ | Dc c | F RS O SCIENCE BASED TARGETS NETWORK
we lpbes < s / GLOBAL COMMONS ALLIANCE

Sustainability
CBD
\_ A ﬂ A Q 7
N\ { T
Dependency, impact, risk & Data standards & sources Source of metrics

opportunity analysis

. CAPITALS

COALITION®
q ‘% United ’ a 80
# Nations — TNFD Nature-related Data
Catalyst communit:
UN® WCMC (. Y v )
iy UCN Egggﬁ%ﬁ Ic EEFRAG
FORUM
ki M ZEQ
\_ < \_ 7
’ Y Y 3
Sector & biome Definitions of risk & Guidance on stakeholder
classification approach to scenarios engagement

ELE UNIVERSITY OF

TR
wcavsrince TS
NS

SUSTAINABLITY LEADERSHIP







September 2023

Recommendations of the Taskforce
on Nature-related Financial Disclosures

m Taskforce on Nature-related
Em Financial Disclosures

Figure 28: The TNFD approach for identification and assessment of nature-related issues — LEAP
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Figure 29: TNFD’s default nature-risk scenarios
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Positive progress on carbon and
climate accelerates the turn toward
a policy and macro-prudential
environment for nature-positive
outcomes, but actual experienced
loss from nature degradation is low.
There are opportunities for
organisations to lead, but also
increasing scepticism of overreach
on nature, given the lack of proof
points about impact and risk, and
the lack of visible opportunities in
carbon neutral growth.

(Physical risk)

#4 Back of the list
Nature falls down the list of priorities.
Meaningful progress on carbon
reduction becomes an even stronger
magnet for finance, tech and
corporate action because it seems
relatively tractable, and a moderately
effective —if indirect — way to make
progress on nature issues.
Organisations turn towards a
strategy of reducing short-term harm
to environmental assets and pull
away from long-term planning as
there seems to be no way of winning.

Ecosystem service degradation

High.
Shared
directionality.

Alignment of market and non-market forces
(Transition risk)

Low.
Conflicting
directionality.
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#2 Go fast or go home

In a nature-crisis environment
where immediate and material
business risks are broadly
experienced, there will be
threshold impacts that bolster the
push for faster and more
systematic action. Public attention
and policy focus shifts toward
nature as the master problem that
subsumes carbon and climate.
Macroeconomic disruption further
compresses the time frame for
action on nature, and investment in
technologies for nature-positive
outcomes skyrockets.

(Physical risk)

#3 Sand in the gears
Environmental assets are deteriorating
fast, but politics and finance are too
noisy, slow and bogged down in
complexity to drive broad and
systematic action. Organisations are
incentivised to stopgap their most
severe and acute business disruptions,
and externalise the costs and negative
consequences where possible. There
are perverse incentives to overuse
environmental assets in the short term.
The developed-developing economy
divide on benefits from environmental
assets widens.

Severe.
Disruptive cost.

Threshold impact.










