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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
a viable 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:

e 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
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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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Framework (GBF) to halt and reverse nature loss

by 2030. Target 15 of the GBF calls for businesses

to monitor, assess and transparently disclose their
risks, dependencies and impacts on biodiversity, to
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, climate and environmental
risks are now the most significant risks identified by
global executives for the next decade, but 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. Data released by CDP suggests that nearly
70% of companies disclosing data through CDP did not
assess the impact of their value chain on biodiversity

in 2022.

“Encourage and enable business

[to]... Regularly monitor, assess

and transparently disclose their

risks, dependencies and impacts on
biodiversity, including with requirements
forall large as well as transnational
companies and financial institutions
along their operations, supply and value
chains, and portfolios.”

Target 15, Kunming-Montreal Global Biodiversity Framework

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, with

fully integrated climate and nature considerations.

m Taskforce on Nature-related
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Investing in the health and resilience of nature is good
business practice, 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 TNFD recommendations help organisations
meet this challenge. The Taskforce on Nature-related
Financial Disclosures (TNFD) is a global, market-led,
science-based and government-supported initiative to
help companies and financial institutions incorporate
nature into their decision making. The Taskforce
consists of 40 senior executives from companies and
financial institutions globally representing over $20
trillion in assets under management with operations and
value chains in over 180 countries.

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.
Itincludes 14 recommended disclosures covering
nature-related dependencies, impacts, risks and
opportunities (Figure 1).

The recommendations have been designed to:

* Be consistent with the language, structure and
approach of both the Task Force on Climate-
related Financial Disclosures (TCFD) and the
International Sustainability Standards Board
(ISSB) to enable integrated climate- and nature-
related reporting, replicating the four disclosure pillars
and all 11 TCFD recommended disclosures, which
have now been incorporated into the ISSB Standards
and thus its global sustainability reporting baseline;

 Accommodate the different approaches to
materiality now being applied in jurisdictions around
the world, through two materiality lenses — meeting
the material information needs of capital providers,
consistent with the ISSB’s IFRS Standards and
TCFD recommendations, and meeting the material
information needs of stakeholders focused on
impacts, aligned with a broader materiality approach,
consistent with the GRI Standards;
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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.



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

To support adoption and the provision of consistent,
comparable and decision-useful information for report
users, the Taskforce has developed:

« A set of recommended indicators and metrics for
assessment and to support disclosure; and

» Asuite of additional guidance covering:

* How to get started with TNFD, with practical steps,
considerations and insights from pilot testing;

» Theidentification and assessment of nature-
related issues (the LEAP approach), building on,
and integrating the use of, existing market-leading
frameworks, tools and datasets;

+ Specific sectors and types of ecosystem (biomes);

« Scenario analysis; and

* Engagement of Indigenous Peoples, Local
Communities and affected stakeholders.

As with mainstream financial reporting and national
economic reporting, the TNFD proposes a leading
indicators approach to measurement, leveraging
the best available science and cross-referencing
metrics already in use by market participants through
organisations such as SASB (which is now part of

the IFRS Foundation), GRI, CDP and EFRAG. They
incorporate both cross-sector and sector-specific
metrics to provide a flexible approach for report

m Taskforce on Nature-related
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preparers and a basis for comparative analysis by
report users.

The recommendations and accompanying
additional guidance are built on extensive market
feedback and pilot testing. They are consistent with
the recommendations of the TCFD, the ISSB and GRI
Standards and the global policy goals and targets

in the GBF. Throughout this process, the Taskforce
has worked closely with leading global scientific and
conservation organisations to ensure the TNFD’s
recommendations draw on authoritative and consensus-
based definitions as the foundation of a market-
accessible language system for understanding nature
and managing nature-related issues.

The time for action is now and the TNFD
recommendations are ready for adoption. To
address the declining productivity and resilience of
nature and, by extension, the declining prosperity

and resilience of our societies, economies, financial
systems and business models, nature-related issues
must now be incorporated into enterprise and portfolio
risk management processes. Failure to do so leaves
business, finance, financial systems and the whole of
society with a major risk management blind spot in the
face of accelerating nature loss.
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Figure 2: TNFD recommendations and additional guidance
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1. Introduction

1.1. Background

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 (Figure 3).2 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 stress.
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 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
arange of sectors, from agrochemicals to mining,
which have not managed their nature-related impacts,
have experienced permit refusals and lawsuits, with
associated deteriorations in credit ratings and market
valuations.”

1 Dasgupta, P. (2021) The economics of biodiversity: The Dasgupta Review

2 Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (2019) Summary for policymakers of the IPBES global

assessment report on biodiversity and ecosystem services

3 Rockstrom et al. (2009) A safe operating space for humanity, Wang-Erlandsson, L. et al. (2022) A planetary boundary for green water,
Persson, L. et al. (2022) Outside the safe operating space of the planetary boundary for novel entities

Dasgupta, P. (2021) The economics of biodiversity: The Dasgupta Review

CISL (2022) Integrating Nature: The case for action on nature-related financial risks

Inside Climate News (2021) California’s almond trees rely on honey bees and wild pollinators, but a lack of good habitat is making their job harder

N o o &

Dasgupta, P. (2021) The economics of biodiversity: The Dasgupta Review



https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
https://www.ipbes.net/sites/default/files/inline/files/ipbes_global_assessment_report_summary_for_policymakers.pdf
https://www.ipbes.net/sites/default/files/inline/files/ipbes_global_assessment_report_summary_for_policymakers.pdf
https://www.nature.com/articles/461472a
https://www.nature.com/articles/s43017-022-00287-8
https://pubs.acs.org/doi/pdf/10.1021/acs.est.1c04158
https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
https://www.cisl.cam.ac.uk/resources/publications/integrating-nature-case-action-nature-related-financial-risks
https://insideclimatenews.org/news/03062021/california-almond-tree-pollinators/
https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
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Figure 3: The declining health and resilience of the earth’s systems is clearly reflected in risk perceptions
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Source: Azote for Stockholm Resilience Centre, based on analysis in Richardson et al. (2023) and WEF Global Risks Report (2023).

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
nature loss.®

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
Framework (GBF) to halt and reverse nature loss

by 2030. Target 15 of the GBF calls for businesses

to monitor, assess and transparently disclose their
risks, dependencies and impacts on biodiversity, to

8 Network for Greening the Financial System (2022) Statement on nature-related financial risks

9 Network for Greening the Financial System (2023) Nature-related financial risks: A conceptual framework to guide action by central banks and

supervisors


https://www.ngfs.net/sites/default/files/medias/documents/statement_on_nature_related_financial_risks_-_final.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_conceptual-framework-on-nature-related-risks.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_conceptual-framework-on-nature-related-risks.pdf
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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
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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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1.2. The Taskforce and its design and
development approach

Launched in 2021, the Taskforce on Nature-related
Financial Disclosures (TNFD) is a global, market-led,
science-based and government-supported initiative with
the mission to develop and deliver a risk management
and disclosure framework for organisations to report and
act on evolving nature-related issues.

The launch of the Taskforce was preceded by a
preparatory phase from September 2020 until June
2021. An Informal Working Group — comprising 75
members, including 49 financial institutions and
corporates, eight governments and regulatory and
supervisory bodies, and 18 think tanks and market
consortia — prepared a technical scope and workplan
forthe TNFD and established seven principles for the
design and development of its recommendations:

* Ensure market usability;
» Take a science-based approach;

» Focus on impacts and dependencies on nature as
well as risks and opportunities to organisations across
business and finance;

» Be purpose-driven with a bias towards enabling
organisations to take action sooner rather than later;

» Provide an integrative and adaptive design to work
with existing risk management processes in business
and finance;

« Reflect the inherent connectedness of climate and
nature challenges and the importance of nature-
based solutions; and

e Ensure the framework and approach is relevant,
just, valuable, accessible and affordable worldwide,
including in emerging and developed markets.

The Informal Working Group was supported by

an Informal Technical Expert Group and a Founding
Partner Group consisting of Global Canopy, the United
Nations Development Programme (UNDP), the United
Nations Environment Programme Finance Initiative
(UNEP-FI) and WWF.
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Reflecting the importance of the initiative, the TNFD
was included in the Sustainable Finance Roadmap

of the G20 in 2021, with a request to deliver the
recommendations within two years. The TNFD has been
funded by a group of government and philanthropic
funding partners represented in the TNFD Stewardship
Council, alongside other organisations that founded the
TNFD initiative. They are the Australian, Dutch, French,
German, Norwegian, Swiss and UK governments,
UNDP, UNEP FI, the Global Environment Facility (GEF),
the Childrens’ Investment Fund Foundation (CIFF),
Global Canopy, the Macdoch Foundation and WWF
International.

“We look forward to the publication

of the Taskforce on Nature-related
Financial Disclosure’s (TNFD’s) market
framework and urge market participants,
governments and regulators to support
its development.”

G7 Hiroshima Leaders’ Communiqué, 20 May 2023

“We recognise the important work

of the Taskforce on Nature-related
Financial Disclosures (TNFD) in
developing a framework for businesses
and organizations to report and act on
evolving nature-related financial risks,
and for the investors to better evaluate
nature-related financial risks. We invite
market participants to engage in the
TNFD'’s framework and commit to
support its development. We continue
working with Finance Ministers in

this areq.”

G20 Bali Declaration, 15-16 November 2022


https://g20sfwg.org/wp-content/uploads/2021/10/G20-Sustainable-Finance-Roadmap.pdf
https://g20sfwg.org/wp-content/uploads/2021/10/G20-Sustainable-Finance-Roadmap.pdf
https://tnfd.global/about/stewardship-council/
https://tnfd.global/about/stewardship-council/
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The target audiences for the TNFD recommendations

The TNFD recommendations and guidance are useful
both for report preparers developing their internal
understanding of nature-related issues and putting in
place plans to manage them, and report users, including
capital providers and other stakeholders.

The TNFD recommendations are designed for
organisations of all sizes, across all sectors and along
value chains. The Taskforce aims, over time, to help all
organisations to identify and assess their nature-related
issues and provides recommendations on what to
disclose on these issues to capital providers, regulators
and other stakeholders, where organisations have

such disclosure requirements. The recommendations
and guidance are relevant to a wide range of market
participants and market enablers:

1. Corporates: Applying the recommendations can
help inform better corporate strategy, governance
and risk management decision-making, and the
incorporation of nature-related risk assessments
alongside, and ideally integrated with, climate-related
risk reporting.

2. Investors and financial institutions: The
information disclosed can support more informed
and robust capital allocation decisions and
stewardship activities based on clarity, confidence
and trust in data relating to nature-related issues.
Large asset owners, asset managers, lenders
and development finance institutions can play a
significant role in driving nature-related financial
disclosures and strengthening the management
of nature-related issues in the organisations they
finance. Corporates are more than twice as likely to
disclose across climate, forests and water themes
when financial institutions request them to do so.%°
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3. Regulators: The recommendations and
guidance can support existing and new disclosure
mechanisms, standards and other jurisdiction-
specific regulatory requirements.

4. Stock exchanges: The recommendations can
inform consideration of new voluntary and mandatory
listing requirements linked to nature-related risks,
as well as nature-related opportunities for new listed
equity offerings.

5. Assurance and accounting firms: The disclosure
guidance can inform audit and assurance of nature-
related corporate reporting and help to enhance
the internal risk management functions of client
organisations.

6. Data providers, credit rating agencies and
financial service providers: The recommendations
and guidance can provide data providers, credit
rating agencies and financial service providers with
criteria for consistent and robust data and insights on
an organisation’s nature-related issues and how they
are managed.

The TNFD guidance and recommendations are also
relevant for small and medium-sized enterprises
(SMESs). In many cases, SMEs are closer to the source
of nature-related dependencies, impacts, risks and
opportunities and may have fewer options to diversify
their exposure or shift sourcing. Their assessment of
nature-related issues will also enable them to respond to
nature-related information requests from their suppliers
and downstream customers. Nevertheless, the TNFD
recognises that some SMEs may need further support
in applying the recommendations in a proportionate way
to the size of their activities and the resources they have
available. In recognition of this, the Taskforce intends to
work on additional guidance for SMEs.

10 CDP(2022) CDP Non-Disclosure Campaign 2022
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Developing the framework — An open innovation
approach

The Taskforce started work in October 2021. It consists
of 40 senior executives from corporates, financial
institutions and market intermediaries across sectors
and geographies, with over $20 trillion in assets under
management and a footprint across 180 countries. It
is led by co-chairs Elizabeth Mrema and David Craig,
and supported by over 1,200 TNFD Forum member
organisations, representing all 24 business sectors
identified by the World Economic Forum (WEF) as
having the highest nature-related risks, impacts or
dependencies. A network of 19 knowledge partners,
including leading global scientific and conservation
organisations and standards development bodies,
actively contributed.

From the outset, the Taskforce sought to develop

the framework with maximum transparency and
participation from scientific, standards and corporate
reporting organisations, market participants, NGOs

and civil society organisations, and representatives of
Indigenous Peoples. Over two years, the TNFD followed
an open innovation approach, which involved the
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release of four ‘beta’ releases of a prototype framework
for feedback and pilot testing (see Figure 4). The open
innovation approach is described in full in Annex 4. In
summary, itincluded:

» Pilot testing by over 200 institutions ranging from
global multinational corporates and financial
institutions to Indigenous-led enterprises, across
sectors and biomes;

* Over 750,000 page views of the beta versions on the
online platform from over 45 countries and territories;

* QOver 150 presentations, webinars and focus group
meetings globally with a wide range of stakeholders;

* Avyear-long process of dialogue with the International
Indigenous Forum on Biodiversity (IIFB) and
consultations with a wide range of civil society
organisations;

» Consultation groups in eight countries and three
regions; and

* A community of over 130 data providers who formed
the Nature-related Data Catalyst to help identify data
solutions, following the publication of the TNFD data
landscape assessment in March 2022.

Figure 4: Timeline for development of the TNFD’s recommendations
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https://tnfd.global/about/taskforce-members/
https://tnfd.global/about/tnfd-knowledge-partners/
https://tnfd.global/consultation-and-engagement/consultation-groups/
https://tnfd.global/consultation-and-engagement/data-catalyst/
https://framework.tnfd.global/wp-content/uploads/2022/06/TNFD-Data-Discussion-Paper-Mar-2022.pdf
https://framework.tnfd.global/wp-content/uploads/2022/06/TNFD-Data-Discussion-Paper-Mar-2022.pdf
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Alignment with global policy goals and the global
sustainability reporting baseline

The TNFD takes its inspiration and approach from the
Task Force on Climate-Related Financial Disclosures
(TCFD) and builds on the significant developments in
sustainability corporate reporting since the release of
the TCFD’s recommendations in 2017. The International
Sustainability Standards Board (ISSB), the GRI and
other standards and reporting organisations have
worked closely with the Taskforce as knowledge
partners. The TNFD has worked to draw from, and

feed into, these relevant standards that are already
established and emerging as the new global baseline for
sustainability reporting.

Most notably, the TNFD recommendations have been
designed to align and support the nature-related policy
and disclosure landscape (Figure 5). In particular, they
are designed to:

» Be consistent with the language and structure
of both the TCFD and ISSB. The TNFD
recommendations retain all four pillars of the
TCFD, as do the ISSB’s IFRS Standards’ and the
jurisdictional regulations of the EU’s Corporate
Sustainability Reporting Directive (CSRD). The TNFD
replicates all 11 TCFD recommended disclosures
for nature-related issues, only adding additional
recommended disclosures where there is a clear
rationale to do so.
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 Accommodate the different approaches to
materiality now being applied in jurisdictions around
the world. The TNFD recommendations can be
interpreted through two materiality lenses:

» Meeting the material information needs of capital
providers consistent with the ISSB’s IFRS
Standards’ and the TCFD recommendations,
with a focus on risk management and how
dependencies and impacts on nature create risks
and opportunities for an organisation’s financial
position and prospects; and

* Meeting the material information needs of
stakeholders focused on impacts, aligned with a
broader materiality approach, reporting against
both the ISSB and the GRI standards.*

« Align with the global policy goals and targets of the
GBF, agreed by almost 200 countries in December
2022, and enable corporate reporting as required by
Target 15 of the GBF.

11 With respect to impact materiality, the TNFD has aligned its recommendations (and supporting additional guidance) with the language and

approach of the GRI Sustainability Reporting Standards.
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Figure 5: Alignment with global goals and the global reporting baseline
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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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Disclosure Standards in June 2023. The Taskforce
stands ready to support the ISSB in its future efforts
on nature-related disclosure standards.

. Shape the emergence of government corporate
reporting regulation: As with the adoption of
TCFD’s recommendations, a number of governments
have signalled their support for the TNFD and
their intention to consider the recommendations
of the Taskforce. The GBF’s Target 15 calls
on governments to put in place requirements
for corporate reporting of nature-related risks,
dependencies and impacts by 2030. The intentional
alignment of the TNFD recommendations with
the four goals and 23 targets of the GBF should
assist governments around the world in delivering
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3. Direct voluntary adoption by companies: While

the voluntary and regulatory reporting landscape
continues to evolve, companies and financial
institutions are already signalling their intention to
begin adopting the TNFD recommendations, in line
with their mission and values as an organisation,

in readiness for regulatory requirements and to
respond to growing demands from their investors and
lenders for more nature-related information. With the
publication of these recommendations, the Taskforce
will encourage and support voluntary adoption of

its recommendations by companies and financial
institutions around the world, in coordination with a
range of partner organisations.

Figure 6 shows the emerging global architecture for
nature-related corporate reporting, in parallel with what
has emerged for climate-related reporting.

on Target 15.

Figure 6: Where TNFD fits in the emerging reporting architecture
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