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1. Executive summary

This report presents the results of a corporate sector market readiness assessment
commissioned by UN Environment Programme Finance Initiative (UNEP FI) and United
Nations Development Programme (UNDP) supporting the mission of the Taskforce on
Nature-related Financial Disclosures (TNFD) Alliance. We find that:

Most companies are at the start of their journey embedding nature-related
considerations in their operations.

= Progress varies significantly from company to company.

= The drivers of change are common: regulatory, financial, societal and political.

» Companies are beginning to raise their ambition beyond regulatory compliance, but
uncertainty is holding them back.

Nature-related risks are widely acknowledged, but not systematically or
comprehensively acted upon.

= The view of nature-related risks by companies does not fully align with the view
being taken in the early stages of the TNFD.

= There is a mismatch between companies acknowledging dependencies as a source
of risk and their actions which focus on mitigating impacts.

Nature-related risk management in companies is far from systematic, with a
focus on mitigation of impacts in direct operations or engagement with suppliers.

» High-impacts sectors have integrated the mitigation hierarchy as their risk frame-
work for impacts.

= Retailers and manufacturers are prioritising engagement with their supply chain for
impact risk management.

= Risk management processes are not systematic, with companies still looking for
additional tools and datasets.

Reporting and disclosure of nature-related risks is inconsistent and insufficient,
and lacks shared approaches.

» Companies are using and trialling site-level metrics but requesting corporate-level
metrics to monitor and report on impacts.

« External reporting of nature-related risks rarely includes biodiversity considerations.

= Dependencies on nature create the bulk of financial risk, but they are rarely reported
on or addressed by companies.
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Front runner companies are beginning to look at dependencies through the lens
of nature-related opportunities.

Companies recognise they need help and are looking for opportunities to
collaborate with the conservation community.

The following expectations and recommendations were highlighted by the
companies interviewed:

=« Companies want the TNFD to foster collaboration not competition.

« Companies expect the TNFD to strengthen the business case for addressing
nature-related risks and opportunities.

» Companies expect the TNFD to catalyse convergence and consistency across
nature-related disclosure initiatives.

= Companies expect the TNFD to build on the success of the Taskforce on Climate-Re-
lated Financial Disclosures (TCFD).

= TNFD should make use of ongoing research from initiatives such as the Science
Based Targets Network (SBTN) and the European Union (EU) Align project to set out
standards or requirements from indicators suitable to be included in a disclosure
framework.

» TNFD should trigger cross-sectoral engagement with supply chain actors in order to
systematically improve transparency.

= TNFD should follow an iterative development process to integrate lessons-learned
for the implementation practicalities to be fit-for-purpose.

= TNFD should establish a framework that rewards contribution towards positive
outcomes, to help companies receive due credit for their actions.

The Steering Committee of the TNFD Informal Working Group issued this study, based
on a series of interviews and desk-based research, to complement existing work within
the financial services sector and to better understand potential opportunities and
limitations to the uptake of the framework among corporate actors.

The report aims to create a clear understanding of the state of play of companies and
their expectations towards the TNFD, using key insights to define recommendations for
the TNFD to catalyse support and adoption by the corporate market at large. It focuses
on companies in the ‘real economy’ and does not cover financial institutions which
are addressed by a companion report developed by Global Canopy, which can be read
together or separately.

This report is intended to be used as supporting technical material by the TNFD Task-
force members in the application and refinement of the beta disclosure framework
(Table 1), and for other relevant stakeholders to gauge the interest of corporate market
players in incorporating nature-related risk in their operations.
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Table 1. Key findings and challenges identified for the TNFD, highlighting their relevance to the four TNFD pillars and themes.

Themes

s

Defining Nature
Related Risks

Data

&

Standards,
Targets and
Metrics

a' Beta
Framework

" @ Piloting

TNFD Pillars Themes

Key findings from the interviews and questionnaires Governance | Strategy LS L
Management Targets

Most companies are at the start of their journey embedding nature-related % X M
considerations in their operations
Nature—relatgd risks are widely acknowledged, but not systematically or x X M @
comprehensively acted upon =
Nature-related risk management in companies is far from systematic, with o
a focus on mitigation of impacts in direct operations or engagement with X @
suppliers
R.eportlng and disclosure of nature-related risks is inconsistent and insuffi- X " @o @
cient, and lacks shared approaches =
Front runner companies are begl.nnlng to look at dependencies through the X X @o @
lens of nature-related opportunities =
Companies recognise they need help, and are looking for opportunities to X X @o W2
collaborate with the conservation community =
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Expectation and recommendations highlighted by companies

order to systematically improve transparency

Companies want the TNFD to foster collaboration not competition @o @
Companies expect the TNFD to strengthen the business case for addressing M @
nature-related risks and opportunities =
Companies expect the TNFD to catalyse convergence and consistency @o @
across nature-related disclosure initiatives =
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Companies expect the TNFD to build on from the success of the TCFD @
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2. Introduction

2.1 Understanding nature-related risks

Nature loss poses risks for business now and in the future but tackling nature loss also
presents considerable opportunities. More than half of the world’'s economic output—
USS44tn of economic value generation—is moderately or highly dependent on nature
(World Economic Forum (WEF) 2020a). In 2020, the World Economic Forum Global Risk
Report (WEF 2020b), for the first time in the survey's 10-year outlook, considered all
of the top five global risks in terms of likelihood to be environmental. The 2022 edition
of the same report ranked biodiversity loss as the third most severe global risk over
the next 10 years (WEF 2022). The 2019 Intergovernmental Science-Policy Platform on
Biodiversity and Ecosystem Services Global Assessment report (The Intergovernmental
Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES) 2019) showed
that an estimated 1 million species are at risk of extinction, most of them in the near
future. This sharp decline of nature is driven mostly by human actions.

Financial institutions and companies are still missing information needed to understand
how nature affects immediate financial performance, or the longer-term financial risks
that may arise from the organisation’s interactions with nature. Better information will
play a key role in allowing financial institutions and companies to incorporate nature-re-
lated risks and opportunities into their strategic planning, risk management and asset
allocation decisions. Availability and suitability of public nature-related data is further
discussed in UN Environment Programme (2022a) as well as prioritisation of high-risk
sectors in UN Environment Programme (2022b).

2.2 About the Taskforce on Nature-related
Financial Disclosures

Awareness of and action related to financial risks from nature loss have been grow-
ing in recent years and have led to the development of frameworks or standards that
are expected to generate more systematic information on nature-related impacts and
dependencies, and at scale. Those initiatives include the Science-based Targets Network
(SBTN), the EU Align project, the Partnership for Biodiversity Accounting Financials
(PBAF), and most recently, the TNFD.

The TNFD is a market-led initiative launched in 2021 to develop a risk and disclosure
framework for organisations to report and act on evolving nature-related risks and
opportunities. In this way, it is expected to support a shift in global financial flows away
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from nature-negative outcomes and toward nature-positive outcomes. The TNFD will
not create a new disclosure standard but will establish and promote the adoption of an
integrated risk management and disclosure framework that aggregates the best tools
and materials.

While the two frameworks are complementary, there are important differences in the
draft guidance as to how organisations assess non-atmospheric nature-related risks.
TNFD actively encourages integrated climate- and nature-related risk management and
disclosures, rather than the development of dedicated nature-only risk management
and reporting.

2.3 About this report

Objectives

The objectives of this report are to:

» Outline the current state of play, and the extent to which nature-related risks are inte-
grated within the corporate market.

= Provide key insights on how well traction might be gained for the TNFD framework
with companies that are involved in the current development process and for those
new to the topic.

= Provide a basis for the TNFD to improve and strengthen the first version of the beta
framework in a manner that considers the level of maturity of various companies in
identifying nature-related risks and opportunities.

This report is intended to be used as supporting technical material by the TNFD Taskforce
members in their development of a disclosure framework. In addition, it is expected that
the report is relevant for financial institutions and companies who are not part of the Task-
force, but who want to learn about the current appetite on nature-related risk among their
peers; for government actors, in particular, those who are currently negotiating the post-
2020 global biodiversity framework, which is expected to call for the alignment of financial
flows with the goals of the agreement and encourage disclosure of nature-related risks
(and opportunities) by financial and real economy actors; and for civil-society actors, to
gauge the interest of businesses in incorporating nature-related risk in their operations.

Approach

The report presents common and consistent themes and associated recommendations
for the TNFD based on:

= Synthesis of semi-structured interviews and questionnaires with representatives of
19 companies, inside and outside of the TNFD Alliance. The questions used as an
indicative framework are provided in Annex A.

= Research and synthesis of publicly available guidance and methods used by companies.

= Development of case studies to illustrate typologies of companies and their current
position on nature-related risks, available in Annex B.
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Limitations

Given the timeline and the number of companies involved, the study outcomes do not
lend themselves to quantitative or statistical analysis.

The companies engaged, and individuals contacted, were identifiled on the basis of
membership to the following:

= the TNFD (as Taskforce Member of Forum representative)
= World Business Council for Sustainable Development (WBCSD)
»« SBTN Corporate Engagement Programme

A shortlist was established with a view to selecting a reasonably diverse sample of
companies, from high-risk sectors (as detailed by previous research: UN Environment
Programme (UNEP), UN Environment Programme Finance Initiative (UNEP FI) and
Global Canopy 2020; WEF 2020a), geographical presence, size, and perceived engage-
ment with regards to nature-related risks and opportunities within their business. Sixteen
companies that participated in the interviews are part of the TNFD Alliance, nine are
members of the WBCSD, and seven are members of the SBTN Corporate Engagement
Group. Although special attention was given to global spread of companies in the longlist
of companies originally contacted, successful engagement and case-studies are primar-
ily from Europe, North and South America.

Interviewees agreed to participate in the study on the basis of their individual goodwill
and availability. A majority were directors, or senior members of their company’s sustain-
ability teams. Others spoke from the perspective of a business development role. In
general, interviewees were invited/nominated for expert level knowledge of sustainabil-
ity-related aspects, leading to some bias towards awareness of, and buy-in to, sustain-
ability-related corporate action.

The findings presented herein reflect the professional opinion of the authors. This report
is not intended to reflect the particular views of the individuals or institutions that partic-
ipated in the study.

Nature & Biodiversity

Within the context of the technical scope to the TNFD and at the time of the
research behind this report, the definition of nature used was “the global natu-
ral ecosystem in its entirety. This encompasses both the stock of natural capital
assets as well as the way they interact with each other. In this sense, biodiversity
is a characteristic of nature, insofar as it refers to the presence of diversity across
the natural ecosystem”.

It should however be acknowledged that companies may refer to “nature” without
accounting for all types of nature’s characteristics. Where companies have focused
specifically on biodiversity, this is made clear in the case-studies and descriptions
of associated ambitions and processes.
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3. Overview of corporate
sector readiness

3.1 Most companies are at the start of their journey
embedding nature-related considerations in
their operations

3.1.1 Progress varies significantly from company to company

All companies interviewed have started looking into nature-related risks. However, their
progress on their nature-related journeys varies significantly. This diversity in prog-
ress can be explained by interlinked factors such as: the sector of activity (related to
sector-specific regulations driving historical assessment and management of nature-re-
lated risks); when companies first started looking into nature-related risks; and what
drivers triggered this focus.

At their most nascent, many companies have initiated an internal process to develop a
nature-related strategy, either focusing on biodiversity specifically or capturing multiple
environmental topics (e.g. climate, water, deforestation). Climate, water and deforesta-
tion have more frequently been included in broader sustainability strategies set out by
companies, and many were found to be already monitoring or reporting on their asso-
ciated impacts and dependencies related to water use, carbon emissions, and land-use.
This is reflected in the reporting indicators already used by companies (see Section 3.4).
Companies developing new nature-related strategies are primarily in an assessment
phase, seeking to understand their impacts and dependencies on nature, and the actions
they could take related to such risks.

As they mature in their journeys, companies have been found to incorporate nature-re-
lated considerations in their business operations firstly in a targeted fashion. Most
companies operate with a department or team dedicated to sustainability, or environmen-
tal safeguards, with potential expertise on nature-related topics such as natural resource
management and biodiversity conservation. Responsibilities and actions associated
with such teams are primarily compliance-based and/or focusing on targeted commit-
ment-based actions such as protection or restoration of non-operated land owned or
leased by a company. Anecdotal evidence indicates a growth of such teams in many
companies, in particular seeking to recruit or appoint experts in nature-related topics.

Are You Ready for Nature-related Disclosure 14
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Companies with greater nature-related maturity (a minority within companies inter-
viewed) have been embedding nature-related considerations across further depart-
ments or teams, such as Research & Development, Operations, Risk Management, etc.
This required substantial awareness-raising and capacity building of staff with limited
knowledge on nature-related topics, to enable them to integrate such considerations into
their day-to-day responsibilities. Going hand in hand with this company-wide embed-
ment, nature-related considerations are also being discussed at higher decision-making
levels, as part of board strategy discussions or company budgetary sign-off. As a result,
nature-related topics are no longer considered in a targeted fashion but instead becom-
ing strategically mainstreamed across company activities and operations.

The stages of nature-related journeys observed across the companies interviewed can
be characterized from Nascent, to Emergent/Issue-based, Strategic, and finally Embed-
ded (Table 2). The majority of companies interviewed would be considered Nascent or
Emergent/Issue-based, with a minority of front-runners as Strategic. For nature-related
considerations to be fully Embedded, a company would be expected to have set compre-
hensive nature-related targets, with key performance indicators to monitor and report on
its progress across its activities. No companies interviewed would currently qualify as
Embedded.

This journey categorisation is qualitative only and based on a non-systematic assess-
ment, to highlight the differences found across companies interviewed. A baseline anal-
ysis by World Business Council for Sustainable Development (WBCSD) (2022) provides
further insights into business readiness to contribute to a global goal for nature (Locke
et al 2020), based on corporate public disclosures on nature. Key findings validate that
nature is indeed emerging as a key priority for business, although the analysis found an
evident lack of standardization in assessing nature-related topics as material. While half
of businesses assessed had strategies in place for nature and biodiversity, reporting on
nature was in general overly focused on stand-alone projects or actions. Out of the 55
companies included in their analysis, 16% have “started their journey”, 51% are “develop-
ing”, 29% are “advanced’, and only 4% are in the “leading” stage.

Table 2: Stages of nature-related journeys observed across companies interviewed.

Nascent Emergent Strategic Embedded
Internal assess- Reactive integration | Targeted approachesto | Mainstream action against
ment of impacts/ of nature-related nature-related consider- | comprehensive nature-re-
dependencies. considerations into ations across company | lated targets, with moni-
specific activities. operations and at high- toring and reporting of
est management levels. | progress, and continuous
improvement.

It should be noted that all companies interviewed are members of the TNFD Alliance,
the SBTN Corporate Engagement Group, and/or WBCSD, which would make them more
likely to have initiated and progressed on a nature-related journey. Companies outside of
such sustainability platforms would be expected to be overwhelmingly Nascent.
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Nature & Climate Nexus

With climate-related impact being the most common environmental focus for
companies to date, nature-related risks and opportunities are still a relatively new
addition to their environmental considerations. Thus, there is a significant imbal-
ance in attention and resources dedicated by companies internally. This is in part
explained by the attention brought to the climate agenda over the past decades, and
policies and commitments that it has triggered, such as the United Nations Frame-
work Convention on Climate Change (UNFCCC) Paris Agreement and the TCFD.

Nevertheless, many companies have started their journey of integrating nature-re-
lated risks and opportunities into their environmental sustainability agenda. While
certain companies have chosen to tackle biodiversity loss as an individual issue,
many are aware of the inter-linkages between climate change and nature loss and
are therefore looking to tackle their risks in a joined-up fashion.

3.1.2 The drivers of change are common: regulatory, financial,
societal and political

The companies interviewed highlighted multiple factors as driving their increased consid-

eration of nature-related risks, which can be summarised as regulatory, financial, societal

and political.

= Regulatory: Significant regulatory changes on nature-related reporting and disclosure

are in development and expected to be developed in more countries and regions,
driven by the aforementioned global policy agenda. Of note are the Non-Financial
Reporting Directive (NFRD) and its amendment known as the Corporate Sustainabil-
ity Reporting Directive (CSRD) as part of the EU Sustainable Taxonomy (European
Commission (EC) 2014; European Commission (EC) 2021). Under these directives,
companies are required to follow the sustainability reporting standards, which include
the disclosure of biodiversity and ecosystems information and the reporting on both
impacts and dependencies.

Financial: Investors have shown increased attention to nature-related risks in their
investment analysis and decisions. Research has shown that an increasing number
of investors have the intention to include biodiversity loss as an Environmental, Social,
and Governance (ESG) criteria and understand how their investments will affect biodi-
versity (Credit Suisse and Responsible Investor 2021). This awareness and scrutiny
could lead to sector-wide shifts as companies seek to remain attractive to investors.

Societal: Increasing media attention and awareness of the biodiversity crisis has led
to both consumers and staff pressuring companies to improve their consideration of
nature-related risks. The ways in which nature-related risks disproportionately affect
women and girls will add pressure on companies to develop more sophisticated risk-
based approaches over time.
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» Political: Halting and reversing biodiversity loss has gained momentum in the global
environmental policy agenda, with high expectations associated with the post-2020
global biodiversity framework to be agreed upon at the 15" Conference of Parties of
the Convention on Biological Diversity (CBD COP15) in 2022.

3.1.3 Companies are beginning to raise their ambition beyond
regulatory compliance, but uncertainty is holding
them back

Triggered by the drivers detailed above, companies have shown varying levels of ambi-
tion in their integration of nature-related risks into their activities and decision-making
processes.

As a default, all companies interviewed highlighted the need to ensure compliance with
national or regional regulatory requirements. For companies that conduct site-based
activities in particular, requirements are commonly found in Environmental Impact
Assessment (EIA) regulations. EIA regulations may differ from country to country and
their application has been found to be inconsistent (UN Environment Programme (UNEP)
2018). Nevertheless, they broadly share a framework of:

1.  Screening the necessity to conduct the assessment

2. Scoping and Impact Analysis of the environmental impacts of the planned project
and its alternatives, to identify mitigation measures

3. Review/Consultation lead by the relevant competent authorities

4. Decision-making for licensing and permitting as appropriate

5. Follow-up and Adaptive Management based on monitoring of the project and its
mitigation measures.

However, a number of companies have expressed an intent to go above and beyond
compliance and raise their sustainability ambition. Commitments to having a Net-Posi-
tive Impact or setting science-based targets for a nature-positive future have been estab-
lished or are under discussions for companies with the greatest level of maturity on
their nature-related journeys. Those commitments highlight a desire from companies to
actively contribute to the reversal of nature loss and enhancement of planetary and soci-
etal resilience. Nevertheless, with methodologies to set out science-based targets still
under development by the SBTN and others, uncertainties remain on how a company
can measure and report on its success at achieving such commitments.

Reference was overwhelmingly made to commitments associated with impacts from a
company, either (mitigating) negative or (generating) positive impacts. The only commit-
ments focused on a company’s dependencies on nature and its ecosystem services
which were raised during the research stemmed from companies in the agriculture,
forestry and fishery sectors, in a context of maximising sustained production (e.g. mini-
mising dependence on freshwater availability).
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3.2 Nature-related risks are widely acknowledged
by companies, but not systematically or
comprehensively acted upon

3.2.1 The view of nature-related risks by companies does not
fully align with the view being taken in the early stages of
the TNFD

All companies interviewed acknowledged that their business activities are facing
nature-related risks either due to their impacts and/or dependencies on nature. The
types of nature-related risks referred to by each company varied and can be summarised
in four broad categories: physical, regulatory, reputational, and transitional risks. Many
recent publications have looked to define those different risks (De Nederlandsche Bank
(DNB) 2020; Principles for Responsible Investment (PRI) 2021; Cambridge Institute for
Sustainability Leadership (CISL) 2021). For the purpose of this report, we have outlined
in Table 3 how those risks were described by companies interviewed, to highlight their
key concerns.

Table 3: Type and example of nature-related risks highlighted by companies
interviewed.

Type of Risk Example

Physical Disruption of ecosystem services potentially leading to...

= Decreased availability of natural resources (e.g. timber, crops, freshwater)
= Increased exposure of activities to natural disasters (e.g. flooding, wildfires)

Regulatory New and more stringent regulatory requirements potentially leading to...

= Increased costs to ensure compliance
= Liability for disruption of ecosystem services at a local level

Reputational Increased expectation and scrutiny from civil society and other stakeholders
potentially leading to...

= Loss of social license to operate in an area
= Loss of consumer-base

Transitional Market-wide shifts in practices potentially leading to...
= Loss of investments

The nature-related risks highlighted by the companies interviewed are reminiscent
of the risks outlined in the original TNFD Proposed Technical Scope (Taskforce on
Nature-related Financial Disclosures (TNFD) 2021), which included physical, transition
and systemic risks. In the context of the TNFD Proposed Technical Scope regulatory
and reputational risks described by the companies interviewed are considered transi-
tion risks. However, companies, especially at a nascent stage on their journey, make a
distinction between risks associated with current regulation and existing expectations
and those associated with potential or future shifts. The risks of failing to meet existing
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regulation and expectations are important levers to trigger company action and should
remain in focus within the consideration of risks by the TNFD. In addition, systemic risks
were not actively mentioned by the companies interviewed, which could be explained by
a lower level of awareness of the broader risks for financial institutions associated with
portfolio-level disruption and financial system instability.

3.2.2 There is a mismatch between companies acknowledging
dependencies as a source of risks and their actions which
focus on mitigating impacts

A key driver for the inception of the TNFD is that nature-loss presents a risk to business
because of the way their activities depend on nature. While most companies interviewed
acknowledged their dependencies on nature (with emphasis on the ecosystem services
delivered by natural capital), their risk management strategies have focused overwhelm-
ingly on nature-related impacts. Only companies in the agriculture, forestry, and fishery
sectors highlighted mitigation actions associated with their dependencies on nature.

Nature-related dependencies remain insufficiently understood, and their materiality
potentially under-estimated, by most companies. Few companies have carried out
detailed and quantitative analyses of their dependencies, and none had felt able to act
on the basis of these analyses to comprehensively mitigate risks associated with depen-
dencies. This has created a mismatch within companies’ action and investment towards
nature-related risks, with much greater emphasis put on mitigation of impacts (see also
Section 3.1.3 on ambition).

Much greater emphasis needs to be placed on capturing dependencies on nature to
ensure sufficient action from companies, alongside their action on addressing impacts.
The TCFD has already framed the key accounting concept of double materiality, moving
from the perception that only climate-related impacts on a company can be material to
the fact that impacts of a company on climate is also material. Companies interviewed
showed a good awareness of the concept, which will be beneficial to the TNFD in its
development of a disclosure framework.
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3.3 Nature-related risk management in companies
is far from systematic, with a focus on
mitigation of impacts in direct operations or
engagement with suppliers

3.3.1 High-impact sectors have integrated the mitigation
hierarchy as their risk management framework for impacts

Nature-related risks for high-impact sectors (e.g. represented in the Cross-Sectoral Biodi-
versity Initiative’) are overwhelmingly addressed through mitigating a company’s direct
impacts on biodiversity, which incur as a result of their site-based activities.

A key framework used by a majority of companies interviewed, particularly from high-im-
pact sectors, is the mitigation hierarchy (Cross-Sector Biodiversity Initiative (CSBI) 2015).
The mitigation hierarchy helps companies act, by providing the following stepwise frame-
work of actions: avoidance, minimisation, restoration, and compensation of impacts.
The framework has become embedded into key financial standards, such as the Inter-
national Finance Corporation Performance Standard 6 (IFC PS6) (International Finance
Corporation (IFC) 2012), which has helped its widespread uptake by companies. The
mitigation hierarchy is commonly associated with No Net Loss or Biodiversity Net Gain
(e.g. in natural and critical habitats, as defined by IFC PS6). Those aims, which will have
originally been used for risk management practices at individual sites, have become
company-wide commitments for certain companies. It should be noted that the mitiga-
tion hierarchy is best applied to new projects or activities, where avoidance of impact
can be prioritised over minimisation, restoration and compensation. It can fail to account
for historical impacts associated with existing projects, which companies therefore need
to address differently. Leading conservation academics and Non-Governmental Organ-
isations (NGOs) have developed the Mitigation & Conservation Hierarchy? to address
past, indirect and diffuse negative impacts on biodiversity, but this framework has yet to
be broadly taken up by the private sector.

For companies that do not have site-based impacts, the mitigation hierarchy is still used
as a framework for the management of their impacts, looking to avoid, minimise, restore,
or compensate them. However, the scope of impacts being considered varies signifi-
cantly, with inconsistent approaches across companies regarding direct and indirect
impacts, as well as impacts associated with direct operations or within the company’s
supply chain. Finally, the mitigation hierarchy is focused on impacts associated with a
company'’s activities, and does not address its dependencies and the associated risks.

1 Further information available at: csbi.org.uk/
2 Further information available at: conservationhierarchy.org/
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3.3.2 Retailers and manufacturers are prioritising engagement
with their supply chain for impact risk management

Companies in sectors such as retail and manufacturing, have identified their supply
chains as their greatest source of impacts on nature. This finding has come from
company-level assessments of impacts across the value chain, carried out to prioritise
efforts and resources towards minimizing their impact on nature. A majority of relevant
companies interviewed identified sourcing of agricultural commodities as highly impact-
ful and therefore risk associated. As a result, those companies apply a significant focus
on engagement and dialogue with the different actors and stakeholders, across their
supply chains.

However, both large multinational and smaller companies highlighted that they feel they
have limited influence on actors within their supply chain, with their purchasing repre-
senting a small proportion of the total volume of commodities being traded. Companies
interviewed are therefore relying on certification schemes to mitigate their nature-re-
lated risks through responsible sourcing practices. Certification schemes used by the
interviewees included the Forest Stewardship Council (FSC) certification, for deforesta-
tion-free sourcing of forest-based raw materials®. Many other commodity-specific certi-
flcation schemes exist, including (but not limited to): the Round Table on Responsible
Soy (RTRS) certification which promotes transparency and legal compliance in soy
production through responsible community relations, good agricultural practises and
zero deforestation,* and the Roundtable on Sustainable Palm Oil (RSPO) certification
which advocates for the production, procurement, finance, and use of sustainable palm
oil products.® These various certification schemes have been widely used across sectors
for companies to meet commitments such as zero-deforestation sourcing. However,
companies interviewed acknowledged that certification by itself was insufficient to miti-
gate the full breadth of impacts, and should only be seen as a minimum standard within
wider efforts to address nature-related risks.

3.3.3 Risk management processes are not systematic, with
companies still looking for additional tools and datasets

Few companies interviewed have established company-wide risk management processes
addressing their nature-related risks. The majority were still in the process of developing
a risk management framework, either from a top-down (commitments being translated
into site-level actions) or bottom-up (site-level actions driving company-wide practices)
approaches. The need for an integrated approach to nature-related risk management and
disclosure, with social and gender dimensions also captured, was expressed.

All companies interviewed highlighted their ongoing search for relevant tools, data and
other publicly available resources to incorporate into their risk management frameworks.
Among tools referred to by companies is the Integrated Biodiversity Assessment Tool

3 Further information available at: fsc.org/en
4 Further information available at: responsiblesoy.org/certificacion?lang=en
5 Further information available at: rspo.org/about
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(IBAT),® a web-based map and reporting tool providing access to three key global biodi-
versity datasets: the IUCN Red List of Threatened Species (IUCN Red List), the World
Database on Protected Areas (WDPA), and the World Database on Key Biodiversity Areas
(KBA). Global Forest Watch,” an online platform providing real-time information on forest
cover, was also mentioned in relation to deforestation monitoring. Some companies
have developed, or are developing, internal tools that integrate such external resources
into their decision-making processes.

3.4 Reporting and disclosure of nature-related
risks is inconsistent and insufficient, and lacks
shared approaches

3.4.1 Companies are using and trialling site-level metrics but
requesting corporate-level metrics to monitor and report on
impacts

Companies interviewed expressed a strong demand for suitable metrics and indica-
tors to measure and report on their impacts, both negative and positive, on nature. This
demand is in part driven by widespread awareness of potential changes in regulations
and financial requirements associated with reporting of nature-related risks, such as
stemming from the TNFD.

Metrics that are currently being used to measure nature-related impacts are overwhelm-
ingly focused on site-level measurement, reflecting local specificities such as key biodi-
versity features present at a site. Although such metrics are useful for monitoring the
progress of mitigation measures at site-level, they cannot be easily aggregated back
to a portfolio- or corporate-level, which would be necessary to have a company-wide
assessment of impact on nature.

Companies interviewed showed a good understanding in the difficulties in establishing
a single overarching reporting metric for nature-related impacts, unlike the greenhouse
gas emissions equivalent for climate-related impacts. As such, a few of them have been
actively trialling different metrics to identify ones most suitable to their contexts and
demands, including the Biodiversity Indicators for Site-based Impacts (BISI) (UN Envi-
ronment Programme World Conservation Monitoring Centre (UNEP-WCMC) 2020), as
well as the Species Threat Abatement and Recovery (STAR) (The International Union for
Conservation of Nature (IUCN) 2021) metric and the Global Biodiversity Score (GBS).®

6 Further information available at: ibat-alliance.org/
7 Further information available at: globalforestwatch.org/
8 Further information available at: mission-economie-biodiversite.com/english
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3.4.2 External reporting of nature-related risks rarely includes
biodiversity considerations

All companies interviewed have existing reporting practices related to their environmen-
tal impact, but with various areas of focus and levels of detail. Impacts on biodiversity
are less reported on, with few details and no quantitative analysis provided; in compari-
son for example to reporting on impacts on water. Environmental reporting is primarily
carried out on an annual basis as part of sustainability and/or Corporate Social Respon-
sibility reports.

Most companies interviewed referred to a similar suite of environmental performance
reporting framework, including (but not limited to):

= Dow Jones Sustainability Indices® (DJSI): Which measures the sustainability perfor-
mance of companies based on both their economic and ESG performance, including
forwarding-looking indicators, monitoring issues such as corporate governance, risk
management, climate change mitigation, supply chain standards, product marketing
and labour practices. The biodiversity component of the DJSI requires companies to
report on their biodiversity commitments, on exposure and on deforestation.

» Global Reporting Initiative (GRI) Standards: The Standards are divided into Univer-
sal Standards, Sector Standards and Topic Standards to integrate indicators related
to ESG impacts of a company.'® Relating to biodiversity, companies are required to
report on the operational sites in or near protected areas and areas of high biodi-
versity value outside protected areas, with a particular focus on the impacts on the
IUCN Red List species and their habitats in these site areas; significant impacts of
the company’s activities, products; and services on biodiversity and the habitats
protected or restored.

» Carbon Disclosure Project'' (CDP): Topic-specific indicators include Water, with
companies reporting on their freshwater and seawater usage, withdrawal, discharge,
and impact of water pollutants on water ecosystems; Forest indicators focus on
commodity-driven deforestation from value chain and biodiversity restoration prac-
tices carried out.

Overall, there was no standardised approach outlined by companies to report on their
impacts on nature, and no reference was made to reporting on dependencies on nature.

3.4.3 Dependencies on nature create the bulk of financial risk,
but they are rarely reported on or addressed by companies

Companies are overwhelmingly focusing on managing their impacts and use reporting
indicators associated with that focus. As outlined in previous sections, most companies
interviewed acknowledged their dependencies on nature but did not yet integrate them
into their risk management strategies. As a result, reporting and disclosure of dependen-
cies on nature by companies is particularly sparse.

9 Further information available at: spglobal.com/spdji/en/indices/esg/dow-jones-sustainability-world-index/#over-
view

10  Further information available at: globalreporting.org/standards/

11 Further information available at: cdp.net/en

Are You Ready for Nature-related Disclosure 23
Overview of corporate sector readiness


https://www.spglobal.com/spdji/en/indices/esg/dow-jones-sustainability-world-index/#overview
https://www.spglobal.com/spdji/en/indices/esg/dow-jones-sustainability-world-index/#overview
https://www.globalreporting.org/standards/
https://www.cdp.net/en

Companies in the agriculture, forestry and fishery sectors do integrate performance
indicators associated with their dependencies on nature, geared towards maximising
production of goods (e.g. ensuring high yield from agricultural soils, minimising expo-
sure of forest plantations to wild fires). Reporting is however company-specific and not
systematic or consistent within each sector.

The majority of companies will therefore be unfamiliar with how to report on dependen-
cies on nature. Nevertheless, dependencies on nature underpin the bulk of financial risk,
and capturing double materiality has been highlighted as key for the TNFD to succeed
in channelling global financial flows aware from nature-negative outcomes and toward
nature-positive outcomes.

3.5 Front-runner companies are beginning to look
at dependencies through the lens of nature-
related opportunities

A few companies interviewed indicated that they were already looking at nature as a
source of opportunity rather than just a source of risk. This however required an internal
shift in mindset to understand how nature can create added value to a company’s busi-
ness model. The default consideration of positive impact on nature remains embedded
into a philanthropic vision of a company setting aside land for species protection or
ecosystem restoration, with no direct cost benefit to the company’s operations.

The interviews showed that while most companies recognise their nature-related risks,
they have much lesser awareness of the benefits they can gain from working with nature.
Although their assessment of dependencies on nature remains high-level and non-quan-
titative, companies in agriculture, forestry and fishery sectors have shown a clearer
recognition of the opportunity to align conservation and restoration of ecosystems with
improving the resilience of their production activities. Among potential opportunities,
the concept of nature-based solutions has received significant attention, in particular
with an aim of improving resilience to natural disasters such as droughts, wildfires, and
disruptions in weather patterns.

It should be noted that opportunities arising from addressing gender inequity and the
solutions to address environmental decline also need to be identified and highlighted.
Investments with an ESG lens were estimated at USD 40 trillion in 2020, but only USD
17-20 billion of investments had a gender lens (International Institute for Sustainable
Development (1ISD) 2021). As companies increasingly look for nature-related opportuni-
ties, co-benefits for women and girls can and should be maximised to improve societal
and economic resilience.
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3.6 Companies recognise they need help and are
looking for opportunities to collaborate with the
conservation community

Many companies interviewed highlighted the research work they have carried out in
collaboration with various stakeholders to assess and understand their nature-re-
lated risks. Stakeholders mentioned included research institutes or large international
NGOs focused on biodiversity conservation. The collaborations were both described
as fact-finding and capacity building, in particular for companies looking to incorporate
consideration of nature-related risks across their activities.

In addition to bilateral collaboration, all companies were part of ongoing initiatives and
platforms related to sustainability (which was one of the criteria used to identify poten-
tial interviewees). However, all companies also flagged the resources and time-commit-
ments associated, with a high risk for confusion and engagement-fatigue as more and
more initiatives are established (see Section 4.1.3). Smaller-scale companies in partic-
ular indicated that lack of internal resources could be a deciding factor regarding (not)
joining initiatives, including the TNFD.

The potential for nature-related disclosure to integrate social dimensions was also
acknowledged. Upcoming research from the World Wildlife Fund (WWF), UNEP and
UNDP'? will focus on generating an improved understanding of the connection of envi-
ronmental crises and gender equity for financial institutions, through the institutionalisa-
tion of gender equity as a core principle of ESG and enhanced disclosure. Nature-related
disclosure could therefore capture how companies contribute towards gender equality,
in line with global goals such as Sustainable Development Goal (SDG) 5: Achieve gender
equality and empower all women and girls.

12 WWF GEF project “Establishing the Taskforce on Nature-related Financial Disclosures”—More information avail-
able at: wwfgef.org/gef/portfolios/establishing-the-taskforce-on-nature-related-financial-disclosures-tnfd/
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4. Discussion of market
readiness to the TNFD

Detailed below are overarching expectations from the companies interviewed regarding
the TNFD, as well as the barriers and challenges they hope the disclosure framework
will address.

4.1 Expectations for the TNFD

4.1.1 Companies want the TNFD to foster collaboration not
competition

Companies believe there is a distinct opportunity for the TNFD, as a market-led initiative,
to set out a disclosure framework that is pre-competitive and independent, which will
foster communication, increase awareness and knowledge, and enhance collaboration
across companies and sectors. The companies perceive the TNFD is well-positioned to
secure consensus across the financial and corporate markets, along with the conserva-
tion community, which will ultimately secure buy-in for its disclosure framework.

4.1.2 Companies expect the TNFD to strengthen the business
case for addressing nature-related risks and opportunities

The companies are looking to the TNFD to help them build a stronger business case
for addressing nature-related risks and opportunities within their decision-making
processes. Staff within sustainability-related teams are looking to secure internal buy-in
and investment of efforts and resources, so as to build their companies’ capacity to
address nature-related risks and opportunities. Building capacity would in particular help
mainstream those considerations across company activities (see Section 3.1.1). A key
feature of this business case was expressed to be case-studies highlighting the oppor-
tunities to reduce costs by integrating nature-related considerations into operations.

4.1.3 Companies expect the TNFD to catalyse convergence and
consistency across nature-related disclosure initiatives
The companies interviewed perceive the TNFD as the potential harmonizer of the many

existing nature-related reporting and disclosure initiatives. This is particularly import-
ant as the companies with limited resources and time to allocate to this agenda are

Are You Ready for Nature-related Disclosure 27
Discussion of market readiness to the TNFD



struggling to engage with all different initiatives, with engagement-fatigue and discour-
agement settling. Moreover, there are also concerns around initiatives potentially advo-
cating different approaches or being non-compatible, with the responsibility being on
companies to determine which approach would be best to tackle their nature-related
risks. Companies are concerned nature-related reporting requirements could become
impossible to comply with in a systematic fashion. The TNFD is therefore seen as an
opportunity to harmonize the different nature-related reporting frameworks so as to
streamline the reporting process for companies.

4.1.4 Companies expect the TNFD to build on the success of
the TCFD

There is general consensus across the companies interviewed that the TCFD has
played a positive role in paving the way for the TNFD. TCFD has created broad aware-
ness and a baseline understanding of sustainability issues, particularly in companies’
senior management. Interconnectivity of the nature and climate agendas is increas-
ingly acknowledged within financial spheres, with for example President of the European
Central Bank Christine Lagarde’s statement that “Climate and biodiversity are two sides
of the same coin—it is vital that we look at them together"'®* Companies are therefore
intending to leverage their understanding and lessons learned from the TCFD to incor-
porate any future nature-related disclosure framework.

4.2 Barriers for TNFD to tackle

4.2.1 How to capture the complexity of biodiversity in reporting
and disclosure?

Unlike greenhouse gas emissions, impacts and dependencies on nature are locally-spe-
cific and must therefore be assessed at a granular geospatial scale. There is a good
level of awareness across companies interviewed that impacts related to biodiversity
are significantly more complex to measure and monitor than climate-related impacts.
Companies are therefore looking to TNFD for guidance on how to capture the complexity
of biodiversity.

There is currently no single indicator of corporate impact on biodiversity that is widely
accepted and adopted. The many indicators currently employed capture different
elements of biodiversity (e.g. focus on species threat, or diversity, or abundance) and
can be specific to certain geographies or sectors), as detailed in Section 3.4. They are
used at site-level for companies to understand and monitor its impact on the local envi-
ronment, with varying timescales (from years to decades) but are difficult to aggregate
across a portfolio of sites to assess a company’s overall impact.

13 From her opening speech at the 2021 IUCN World Conservation Congress, in Marseille.

Are You Ready for Nature-related Disclosure 28
Discussion of market readiness to the TNFD



Although the TNFD will not develop a set indicator to measure and report on impacts
on biodiversity, it could make use of ongoing research from initiatives such as the SBTN
and the EU Align project to set out standards or requirements from indicators suitable to
be included in a disclosure framework and aligned with the future indicators of the post-
2020 global biodiversity framework. This will enable companies to identify indicators
fitting to their specific context (e.g. in terms of type of impacts or geography) but also
meeting the requirements of the TNFD framework.

4.2.2 How to improve the transparency of supply chains?

Nature-related risks throughout industry supply chains are still insufficiently understood.
Companies interviewed highlighted that the current global commodities market makes it
particularly difficult to ensure transparency and traceability of goods, with many of them
unable to identify the original location and/or provider of goods. Companies consider
that this prevents them from assessing and reporting on impacts and dependencies
associated with their supply chains.

Although an increasing number of companies are looking to engage with their suppliers
on improving transparency, they hold insufficient power individually to trigger signifi-
cant change. Companies are therefore looking to the TNFD to trigger cross-sectoral
engagement with supply chain actors in order to systematically improve transparency.
The collaborative power of TNFD (see Section 4.1.1) will be particularly relevant in this
effort, while building on ongoing efforts from sector-specific initiatives (e.g. certification
schemes outlined in previous sections, and engagement platform such as WBCSD's Soft
Commodities Forum).™

4.2.3 How to ensure uptake by companies that are only starting
their journey?

Companies interviewed are among the front-runners of their sectors in terms of integrat-
ing nature-related risks in their operations, through their active engagement in initiatives
such as the SBTN, WBCSD and TNFD. However, the TNFD should be cognizant of the
realities of companies beyond its Alliance, which have not historically engaged on such
questions and have much of their nature journey still to travel.

The final TNFD disclosure framework should be fit-for-purpose across sectors and
companies. In particular, research and discussions in the coming two-year development
period should be balanced across “what to report?” and “how to report?”, so that the
practicalities of implementation remain central to the process. An iterative process will
be essential, to incorporate lessons-learned from piloting efforts into the final disclosure
framework to be released. In addition, sector-specific guidance would facilitate uptake
by the wide variety of companies involved and interested.

14 Further information available at: wbcsd.org/Programs/Food-and-Nature/Food-Land-Use/Soft-Commodities-Fo-
rum
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4.2.4 How to foster the right kind of actions for mitigating
impacts on nature?

Capturing the many different ways a company can impact nature will be challenging, in
particular positive actions.

Companies interviewed highlighted the need to establish a framework that accounts
for both positive and negative impacts on nature and can go beyond successes at the
level of company-specific metrics. For example, positive influence on a company’s value
chain may not translate into positive improvement of a company’s direct metrics, or its
calculations towards its ambitions and commitments, but remains essential in order to
drive cross-sectoral action. Similarly, the co-benefits associated with nature-based solu-
tions should be integrated, as well as other associated social impacts from actions for
nature (e.g. job creation, community involvement).

Gender-Environment Nexus

Research from UNEP has demonstrated that, although environmental decline
affects everyone, its “burden weighs most heavily on the poor and vulnerable,
where women are often overrepresented” (UN Environment Programme (UNEP)
20217). Gender has been recognised as a key consideration in achieving global envi-
ronmental goals, with a rights-based approach and gender equality necessary to
secure progress towards environmental sustainability (WEF 2020a).

In addition to being disproportionately affected by environmental decline, women
are also poorly represented within corporate decision-making processes, making
up only 29% of senior positions across the corporate sector (Grant Thornton
2019). The gender gap in participation and leadership in those processes must be
addressed to make institutions and policies more representative.

With its focus on governance, strategy, risk management, and metrics and targets,
the TNFD disclosure framework lends itself particularly well to the integration of
gender equity considerations across corporate practices and decision-making
processes.
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5. Annex A: Interview
Framework

The list of questions below was used as guidance during the semi-structured interviews,
with questions adapted to the specific context of the company or the answers being
provided. The questions were also made available through an online questionnaire, for
companies which preferred engaging through written answers over an interview format.

Section A: Generic Questions

i. Addressing nature-related risks and opportunities

1. To what extent does your company perceive nature as a source of risk for the company as a
whole and/or for some activities in particular?

2. Does your company consider opportunities for making (any of) its value chain nature-posi-
tive, and why?

Please feel free to share an example of any instances where nature-related risks, impacts or
opportunities influenced operations or activities.

ii. Regulatory environment

3. Isthe regulatory environment in your sector incentivizing companies to assess, measure, and
report upon exposure to nature-related risks and impacts?

Section B: Tools to assess biodiversity risks and impacts

4. Does your company have a standard process, and policies or guidelines, to assess its
nature-related risks and impacts? If yes, can you i) describe it, including at what scale
(site, company-wide) it is done? and ii) what tools and methodologies are used? (e.g.
ENCORE, IBAT, IUCN resources, etc).

Please feel free to comment on the effectiveness of this approach and tools.

Section C: Metrics, Targets and Reporting

iii. Metrics

5. Is your company using any defined system or metrics to assess, measure, track and report
upon nature-related risks and opportunities?

iv. Targets

6. Has your company established performance targets relative to nature? If yes, how does it
measure/track performance against those targets?

v. Reporting

Does your company have a standard process to report on its nature-related risks and
impacts? If yes, can you describe it and the indicators used (if any)?

Are You Ready for Nature-related Disclosure 32
Annex A: Interview Framework



Section D1: Lessons from TCFD/Opinions on TNFD (TNFD Alliance)

8a. Would you have any advice on the challenges and opportunities on a common framework
for nature-related financial disclosures?

Please feel free to share your feedback on the effectiveness of the TCFD approach, any
lessons learnt and/or recommendations which may help develop a TNFD that fits the purpose
of nature-related risk but can be implemented in synergy with the work already done, and
processes already adopted surrounding TCFD.

Section D2: Opinions on TNFD (Non TNFD Alliance)

8b. Is your company aware of the TNFD development process, and planning to participate in
the initiative?
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6. Annex B: Presentation
of case studies

In the course of this study, a variety of companies, representing different sectors, of size,
geographical presence, and level of exposure towards nature-related risks were engaged
with. The Annex presents summary case studies of the various companies that partici-
pated in the survey. Not all interviews have led to the development of a case study.

6.1 A multinational mining company with operation
sites worldwide

This Europe-based mining company is a major producer of minerals such as diamonds,
copper, platinum group metals and copper, with operations worldwide, and is part of the
TNFD Alliance.

6.1.1 Current practices regarding nature-related risks
and opportunities

The company has recognized nature as a source of opportunity, not just a source of risk.
Since 2009, it has been addressing nature-related risks by implementing policies and
a biodiversity performance standard linked to a No Net Loss / Net Gain commitment.
Today, seeing biodiversity considerations as an increasing priority, it has adopted a more
holistic approach in setting a Net Positive Impact commitment.

The mitigation hierarchy is the fundamental framework for this company to integrate
biodiversity risks into its development and operation of projects. The company has
developed an internal tool relying on data from the IBAT, complemented with national,
regional, or country-level datasets such as national IUCN Red List, to measure the risks
and opportunities for different site level operations. The company has also been empha-
sising the use of new learnings and tools in bridging the knowledge gap at older/histor-
ical sites, especially where there is no historical baseline available. Biodiversity is not
only considered throughout development and operations of projects but is also being
discussed as part of the company’s high-level decision-making processes in the context
of its commitments.
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Metrics for the company to establish a Net Positive Impact are currently site-specific and
based on the key biodiversity features identified at each site. The focus has been on inter-
nal reporting, but the company is looking for ways to aggregate corporate level metrics
and work towards external reporting. Different corporate-level metrics are being explored,
such as the ratio of sustainability investment (across climate, water, biodiversity).

6.1.2 Perspectives on the TNFD

The company is looking to the TNFD to foster collaboration, to help companies consider
what is best for nature instead of what is best for their individual performance. It hopes
TNFD can guide companies in channelling flows and resources towards the most import-
ant impact areas for nature, through a disclosure framework that would give them credit
for such investments and actions.

6.2 A multinational energy company

This Europe-based energy company has been involved in the production and marketing
of oil, biofuels, natural and green gases, renewables, and electricity, and is present in
more than a hundred countries worldwide. The company is part of the TNFD Alliance.

6.2.1 Current practices regarding nature-related risks
and opportunities

The company recognizes nature as a source of risk and has been working for almost five
years on assessing the impacts and dependencies of different phases of its value chain
on nature. While it is still work in progress, the company is looking to integrate nature-re-
lated risks in both its global and local decision-making. The key drivers for this effort
have been the increased market competition around adopting sustainability measures,
as well as anticipated pressure from investors.

The company’s biodiversity ambition is largely focused on a holistic culture shift in how
it addresses its impacts on biodiversity. The company is implementing biodiversity
management at the project level based on the mitigation hierarchy framework, with No
Net Loss or Net Gain outcomes sought out. The company is also considering its indirect
impact on biodiversity through greenhouse gas emissions, and has a dedicated unit
working on natural climate sinks and their biodiversity co-benefits.

The company is actively involved in different nature-related initiatives and research,
including on data sharing and landscape restoration; and it is seeking the support of
external partners to develop targets and measures for measuring its overall footprint on
biodiversity and having a uniform methodology for measurement across all sites. Pres-
ently, it is trialling several metrics such as the STAR, the GBS, and the BISI. The company
is also in the process of developing its performance targets and may choose to align
with the targets for nature to be set out by the SBTN. The company produces non-fi-
nancial reports but has found that the methodologies to apply did not always capture
nature-related risks and opportunities associated with its operations accurately.
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6.2.2 Perspectives on the TNFD

The company is looking to the TNFD to harmonize different biodiversity-related report-
ing mechanisms, metrics, and indicators, as it feels there are too many discrepancies
across companies. It sees the TNFD as credible and with sufficient leverage to develop
a disclosure framework that is realistic and consensus-based. It also hopes the TNFD
will include impacts on biodiversity at both local and global-scale biodiversity, associated
with sector specificities.

6.3 A South American pulp and paper company

This South America-based pulp and paper company is one of the largest producers in the
world, with products sold worldwide. It is not part of the TNFD Alliance.

6.3.1 Current practices regarding nature-related risks
and opportunities

The company has considered itself highly exposed to nature-related risks due to its
ownership, and associated management responsibility, of 1.3 million hectares of
forest. The company is particularly concerned by the shift in land use patterns due to
climate change impacts. The company’s 10-year sustainability goals are building the
foundation to look into nature-related opportunities as well, following a sectoral-shift
from complying with regulatory requirements to understanding how conservation
could create added value to the company’s business model. In 2020, the company
started to develop its conservation strategy, with a focus on promoting connectivity of
priority biodiversity areas and reducing anthropogenic pressures.

Since 2019, the company has been looking at sustainability issues related to water,
waste, and expansion and management of 100,000 hectares of forest and land for
conservation. While the current metrics the company is using to assess nature-related
risks remain specific and localized (e.g. occurrence of forest fires in Chile), it is aiming
to include a set of Key Performance Indicators (KPI) focusing on biodiversity issues in
its upcoming conservation strategy. The company is finalising FSC certification for its
production in Argentina, and 99% of owned forests in their countries of operation will
soon be under sustainable management schemes. The company has already adopted
multiple reporting standards such as GRI Indicators and We Value Nature's Integrated
Reporting framework and are also looking at sector-specific indicators from the Sustain-
ability Accounting Standards Board (SASB).

6.3.2 Perspectives on the TNFD

The company believes that TNFD has the opportunity to make a strong business case
for biodiversity by demonstrating that addressing nature-related risks and opportuni-
ties will reduce costs rather than increasing them. However, the complexity of the issue
is a concern, with the TCFD considerations requiring 3-years to be embedded into the
company’s operations. The company also voiced concerns on the number of nature-re-
lated initiatives, and the resources and time required from companies to engage.
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6.4 European seafood company

A major European seafood producer, this company is part of the TNFD Alliance.

6.4.1 Current practices regarding nature-related risks
and opportunities

Recognizing that its fishing and seafood farming activities are wholly dependent on
nature, the company considers nature as a potential source of risk and has conducted
a study with an NGO to identify its risks associated with dependencies and impacts on
nature. The company also considers the reduction of nature-related risks as an opportu-
nity to reduce costs and increase company profitability.

As part of its existing business strategy, the company has been working to reduce
dependencies on nature and their associated risk. One of the key focus has been on
salmon farming, with a reduction of farming time in the sea, development of condition
monitoring tools, and improvement of fish welfare.

Performance indicators are based on survival and quality of farmed fish. However, the
company also has environmental targets related to the sustainable sourcing of feed,
including deforestation-free soy from Brazil. The company has adopted existing report-
ing standards such as GRI Indicators and sector-specific indicators from the Global
Salmon Initiative. It is also in the process of developing a reporting framework with an
environmental NGO, based on research published by UNEP® and on Exploring Natural
Capital Opportunities, Risks and Exposure (ENCORE).

6.4.2 Perspectives on the TNFD

The company is looking to TNFD to improve the understanding of value chains, in partic-
ular related to the sourcing of raw commodities, and addressing the lack of transpar-
ency in the global commodities market. The company is also looking to TNFD to unify
the different metrics, targets and reporting standards under development. Lastly, the
company would like a sector-specific translation of nature-positive ambitions.

6.5 A major European food and beverage company

This company is a major European food and beverage processing company, part of the
TNFD Alliance.

6.5.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges its significant dependency on healthy forests, soils and
ocean for the supply of food, and therefore considers biodiversity loss as a risk to
its business as well as to the farmers and communities associated with the compa-
ny’'s operations. Environmental expectations from consumers have also triggered the
company to look at a nature-positive ambition as a potential opportunity to retain buy-in.

Are You Ready for Nature-related Disclosure 37
Annex B: Presentation of case studies



A key focus of the company’s nature-related risk mitigation has been through sustainable
sourcing of commaodities. The company has been working towards zero deforestation in
its forest-commodities supply chains, and rewarding suppliers for their environmental
efforts through bigger, longer-term, and/or premium-priced contracts. The company is
committed to net zero emissions by 2050 and is promoting regenerative agriculture
among its suppliers with an aim to create sustainable landscapes and livelihoods. The
company has an enterprise risk management framework, which includes external and
internal assessments of business, regulatory, and reputational drivers of nature-related
risk. Examples include assessing deforestation risk by combining raw materials supply
chain information with satellite monitoring and on-the-ground, as well as assessing
water-related risks at operation sites by combining the 4 publicly available tools of WRI
Aqueduct, WWF Water Risk Filter, Pfister Water Stress Index and the Water Depletion
dataset by EarthStat to produce a water-stress assessment score for each site. The
company’s main sustainability reporting framework relies on GRI indicators related to
water and forests.

6.5.2 Perspectives on the TNFD

The company is looking to the TNFD to standardise metrics to enable comparability
across companies, while accounting for sector specificities. It is also hoping it will
address the mismatch in time horizons between nature’s processes and business oper-
ations, to ensure a sufficient business case for private sector actions.

6.6 A Europe-based fashion retailer

This Europe-based clothing company is specialised in fashion retail, with operations in
over 60 countries worldwide. The company is part of the TNFD Alliance.

6.6.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges the dependency of its value chain on nature and has carried
out research into the impacts associated with raw materials production. It has several
sustainability-focused strategies, which include the promotion of regenerative agricul-
tural practices and biodiversity conservation, the replacement of virgin materials for recy-
cled materials; and sourcing of only FSC materials by 2025.

The company is still in the process of developing methodologies to implement its
biodiversity-focused goals and hopes to capture associated variables, including social
ones. At present, the company views certification as an effective first step towards
ensuring sustainability by ensuring traceability, hence its commitment towards sourc-
ing FSC materials.

The company’s reporting is embedded within the goals of the Fashion Pact and the
Textile Exchange Corporate Fibre and Materials Benchmark (CFMB).
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6.6.2 Perspectives on the TNFD

The company is looking to TNFD to develop a uniform reporting framework which would
allow for a level playing field, and to provide guidance on improving decision-making for
biodiversity in a cost-efficient way, so that resources are allocated towards positive impact.

6.7 A European groceries and retail company

This major Europe-based groceries and retail company is present across Europe and is
part of the TNFD Alliance.

6.7.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges that biodiversity loss is a significant business risk, although

it believes the understanding of this risk is far less advanced among the retailing sector
than it is within the manufacturing sector (among others).

The company’s core sustainability strategy is focused on agriculture, and engagement
with its supply chain on issues such as water use, biodiversity, soil health and emis-
sions. It requires regulatory compliance from its suppliers, along with having biodiversity,
water and soil health plans in place. The company already has a zero net deforestation
commitment for its soy supply, which it is looking to expand to other commodities. Other

key raw commodities have specific commitments, such as palm oil, timber, paper, beef,
and fisheries.

The company is looking to develop a more comprehensive nature strategy, that goes

beyond only agricultural practices, and which would fill gaps in assessment and auditing
across its value chain.

The company reports against CDP indicators for water, climate and forests, and the
Consumer Goods Forum (CGF) commodity-specific sustainability measures.

6.7.2 Perspectives on the TNFD

The company is looking to TNFD to adopt a practical approach, that will account for
the discrepancies between companies actively engaged in the TNFD and nature-related
initiatives with companies that are not. It foresees a need for significant capacity build-

ing for sectors to understand their impacts and the business case for addressing those
and other nature-related risks.
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6.8 A South American cosmetic company

This South American cosmetic company is present in over 70 countries worldwide and
is part of the TNFD Alliance.

6.8.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges nature-related risks for its business operations. Its
nature-related ambitions focus on three key areas: 1) maintaining integrity of habitats
(e.g. sustainable forestry), 2) minimising nature-related risks of communities local to its
operations, and 3) payment of access and benefit sharing (ABS).

The company is developing internal processes to improve integrated management of
biodiversity, taking into account relevant national legislation. It uses multiple method-
ologies to measure its nature-related impacts, including related to water consumption,
water pollution, emission of greenhouse gases, waste generation, and land-use. The
company is engaging with the SBTN to determine how science-based targets for nature
could be set out. The company reports on its environmental performance in its annual
report, and indicators from CDP and DJSI.

6.8.2 Perspectives on the TNFD

The company is looking to TNFD to integrate social considerations into its disclosure
framework, recognising the role of local communities and indigenous peoples for biodi-
versity conservation. It is also looking to TNFD to capture the positive impact from
actions such as nature-based solutions into corporate disclosure.

6.9 A Europe-based electricity and gas company

A Europe-based electricity and gas manufacturer and distributor, this company operates
in over 30 countries and is part of the TNFD Alliance.

6.9.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges nature-related risks associated with its operations, in partic-
ular due to their impacts on local communities. However, it also identifies nature-related
opportunities in reducing regulatory and supply risks to improve its business in the long-
term. The company published a biodiversity manifesto in 2015, adopting the mitigation
hierarchy framework and a No Net Loss of biodiversity commitment.

Management of nature-related risks is heavily influenced by regulations from countries
of operations, including relating to EIA and mitigation regulations. The company also
takes into account proximity to protected areas or range of threatened species into
consideration, using the IBAT. Since 2019, the company has implemented internal guide-
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lines to consider biodiversity throughout the life cycle of its operations. As advised by the
SBTN, the company has also carried out a preliminary materiality analysis of its impacts.
The company reports on its nature-related risks using indicators from GRI, CDP, SASB
and SDG Compass. It has yet to adopt indicators to measure its performance against
its No Net Loss commitment.

6.9.2 Perspectives on the TNFD

The company is looking to TNFD to develop sector-specific metrics for nature-related
impacts, to help companies benchmark their performance against peers.

6.10 A South-East Asian conglomerate

A South-East Asian conglomerate, this company has activities in the infrastructure and
utility sectors (among others).

6.10.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges nature-related risks associated with some of its key busi-
nesses. This includes, but is not limited to, its reliance on supply of natural resources
(from agro-commodities, to water and minerals) and resilience of local communities
near its sites of operation.

The company has developed a biodiversity policy, with certain subsidiaries implementing
specific approaches for nature-related risk assessment and management, such as the
mitigation hierarchy. Some subsidiaries make use of the IBAT tool and other IUCN Red
List resources to ensure compliance with safeguards outlined by the Asian Develop-
ment Bank and the International Finance Corporation. If projects are financed by either
of the development banks, this also triggers monitoring requirements for the projects’
impact on biodiversity. However, there is no systematic approach or target at conglom-
erate-level. The company publishes annual integrated reports, with biodiversity included
within broader ESG themes, but with no specific indicator associated.

6.10.2 Perspectives on the TNFD

The company is aware of the TNFD process and interested in its future outcomes.
Although it is not yet part of the TNFD Alliance, the company is keen to feed into consul-
tation opportunities over the course of the next two years.
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6.11 A European-based manufacturer and retailer

A Europe-based manufacturer and retailer, this company operates in over 50 countries.

6.11.1 Current practices regarding nature-related risks
and opportunities

The company acknowledges nature-related risks associated with its operations, in partic-
ular for its sourcing of raw materials such as wood and agricultural fibres. It is aware
that degradation of ecosystem services would lead to supply chain disruption and create
negative impacts for both its customers and the company. However, the company also
perceives nature as a source of opportunity, including to mitigate climate-change impacts.

Management of nature-related risks is primarily focused on responsible sourcing prac-
tices for the company’s forest and agricultural products, with a range of certification
schemes adopted. Due to its broad diversity of activities, the company does not have a
single approach to assessing nature-related risks and uses a variety of tools and data
sources such as WRI Aqueduct, Global Forest Watch, and IBAT as well as information
provided by private consultancies. It does not currently have systematic metrics to
assess, measure, track and report on nature-related risks and opportunities.

The company has established nature-related performance targets relative in part of its
operations, focusing on waste production, pollution, and water and energy use. They
report against those targets on a yearly basis.

6.11.2 Perspectives on the TNFD

The company is aware of the TNFD development but has not yet made a decision regard-
ing its possible engagement with the TNFD Alliance.
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