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Our economy and society depend on nature. Despite this, the degradation
of nature and the services it provides continues, and action towards halting
this negative trend does not meet the challenge. Current financial flows are
also heavily tilted towards activities that harm nature instead of activities
enhancing it. According to UNEP FI (2023), close to $7 trillion is invested
globally each year in activities that have a direct negative impact on nature
while only $200 billion is allocated towards nature-based solutions.
Addressing biodiversity loss requires that nature-positive financing is
nearly tripled by the end of the decade.

In 2022, 196 countries agreed to the Kunming-Montreal Global
Biodiversity Framework (GBF), which provides a strategic plan to guide
global efforts to halt and reverse biodiversity loss. As a part of the
agreement (GBF Target 15), financial institutions and other businesses will
need to disclose how their activities impact and depend on nature,

acknowledging financial risks on inaction and opportunities to restoring
nature. In September 2023, the Taskforce on Nature-related Financial
Disclosures (TNFD) published their disclosure framework to address this.

In addition to the framework, TNFD also introduced the LEAP
approach. The approach suggests using a Locate, Evaluate, Assess and
Prepare (LEAP) process to assess nature-related dependencies, impacts,
risks and opportunities. Assessing these exposures can drive financial
institution action by demonstrating the materiality — including the financial
materiality - of nature loss.

Sitra’s mission is to promote the well-being of Finland and accelerate
economic growth within the limits of nature’s carrying capacity. In the fall
of 2024, we organised a series of workshops to facilitate a better
understanding of the LEAP approach and to empower individuals in
financial institutions in Finland to utilise it.

The workshops provided a walkthrough of the tools and concepts
needed in different phases of the LEAP approach and participation
generated insights on how to start taking action. In addition, an action plan
template was distributed to participants to ensure that lessons learnt are put
into practice as soon as possible.

This report summarises the approach and reflections from these
workshops. We hope the findings will empower further individuals in the
financial sector, both in Finland and abroad, to start tracing the financial
connection to nature and implementing meaningful actions to improve it.

9 December 2024

Outi Haanpera
Director, Sustainability Programme, Sitra


https://www.unep.org/resources/report/state-finance-nature
https://www.cbd.int/gbf/targets/15
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Summary

In 2024, the Finnish Innovation Fund Sitra, UK-based consulting firm The Biodiversity
Consultancy and Finland-based consulting company Luontoa provided training on the TNFD-
LEAP process to Finnish-based financial institutions. This paper summarises the core elements of
this training, which aimed to accelerate the integration of nature into financial decision making

— the ‘how to” - rather than the ‘why, the case for which is made in detail elsewhere, e.g. the
Dasgupta Review on the Economics of Biodiversity.

The TNFD-LEAP process enables finance to understand its relationship with nature. The
process involves locating (L) the interface of finance with nature, evaluating (E) the impact and
dependency of finance on nature, assessing (A) the resultant risks and opportunities and
preparing (P) a response.

Financial institutions (FIs) face unique challenges applying the LEAP process. Their
portfolios can cover thousands of companies, about which it is difficult to obtain location-specific
information. This means FIs need to prioritise what location-specific data is gathered and why;
and what to conduct nature-related risk and opportunity assessments upon. This process can be
conceptualised as undertaking ‘multiple passes’ of the LEA of LEAP before preparing a response
(the P stage). Under this ‘multiple passes’ approach:

— The first pass provides an initial, portfolio-wide indication of where nature-related impacts,
dependencies, risks and opportunities may be greatest;

— The second and any subsequent passes quantitatively estimate the quantum and then financial
materiality of nature-related impacts and dependencies.

Performing LEA iteratively enables FIs to prioritise the most material exposures and create a
baseline of exposure that can be improved against over time with action and nature-related targets
(P stage of LEAP). And a first pass of LEA also allows financial institutions to take meaningful
tirst steps that can be used to prioritise where to engage and gather further data, without delay.

This paper outlines the ‘multiple passes’ approach to LEAP and provides an overview of the
tools and techniques that can be used at different stages of the process. It then gives guidance on
how financial institutions can use the insights they gain to develop policies and take meaningful
action on nature.

TNFD IN A NUTSHELL

The TNFD (Taskforce for Nature-related Financial Disclosures) is a disclosure framework that
enables organisations to understand, report and act on their nature-related dependencies,
impacts, risks and opportunities — their interface with nature.

The TNFD shares many characteristics with the Taskforce for Climate-Related Financial
Disclosures (TCFD). And whilst not mandatory, TNFD is already a useful tool for enabling financial
institutions to recognise their material interfaces with nature and embed nature into their decision
making so that financial flows can be redirected to achieve the goals of the GBF.

The framework and supporting guidance of TNFD is relevant to individuals across financial
institutions. Like TCFD, it covers the governance, strategy, risk management and reporting of
financial institutions, creating relevance for all levels of the organisation.


https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
https://tnfd.global/publication/additional-guidance-on-assessment-of-nature-related-issues-the-leap-approach/
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1. From analysis to action:
the use case of TNFD-LEAP

This section outlines the state of play for
finance and nature, how the TNFD-LEAP
process can support financial professionals
to accelerate the integration of nature into
financial decisions and how the ‘multiple
passes’ approach to using LEAP can deliver
action-useful insights.

Financial institutions are moving, on mass, to integrate nature into their
allocation decisions and operating models. To show their commitment, 190
financial institutions with more than 20 trillion USD assets under
management (AUM) have signed the Finance for Biodiversity Pledge.
However, “moving, on mass” typically means “starting, on mass”. The re-
lease of the TNFD recommendations in 2023 created both a method and a
mandate for individuals to start integrating nature into their organisations’
operations, in addition to the pressure created by regimes such the EU’s
Corporate Sustainability Reporting Direction (CSRD) and Sustainable
Finance Disclosure Regulations (SFDR). At the time of publication, these
individuals were usually creating a first nature vision for their organisation
and trying to use limited data and internal knowledge to map the rela-
tionship between their finance and the natural world. Those organisations
are beginning a journey that will involve (a) locating and baselining their
nature-related impacts, dependencies, risks and opportunities; (b) prioritis-
ing exposures and setting targets to manage risk and grasp opportunity (c)
disclosing progress; and (d) delivering those targets.

BOX 1: THE IMPORTANCE OF LOCATION

With nature, context matters. No two locations are the same. The features
and state of nature will differ: a desert biome is different to a tropical
forest. Some locations are key biodiversity areas, most are not. This
means how a company depends upon and impacts the natural context in
which it operates will vary depending on its location. Only by gathering
location-specific information for the direct operations or sourcing
locations of portfolio companies can impacts, dependencies, risks and
opportunities be evaluated and assessed.


https://www.financeforbiodiversity.org/about-the-pledge/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32022L2464
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
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The LEAP process is an integrated framework developed by TNFD to
help organisations identify, assess and act on material nature-related issues.
The process involves locating (L) the interface of finance with nature,
evaluating (E) the impact and dependency of finance on nature, assessing
(A) the resultant risks and opportunities, and preparing (P) a response. See
the Key Terms section at the end of this document for full definitions of the
four stages of LEAP.

However, financial institutions must apply a unique approach to LEAP
because of the volume and variety of exposures they have via the companies
they finance. This unique approach is set out in this report, which features
‘multiple passes’ of LEAP, wherein:

— The first pass is about screening for potential impacts and dependencies.
The aim is to locate, evaluate and assess (L, E and A) the likely nature-
related exposures at a portfolio level. This pass will be qualitative and
indicative and lack location-specificity. It enables the prioritisation of
sectors, countries and portfolio companies, based on the likely financial
materiality, impact materiality and data availability.

— The second pass (and subsequent passes, as necessary) is about
becoming increasingly location-specific, forward-looking and
quantitative. This can baseline and justify increasingly ambitious
financial institution targets and portfolio company transition
engagement and planning (See Section 4.3).

See Table 1 below for more detail.

Table 1: The first two passes of LEAP

Pass What doing LEAP means at each pass?
Locate Evaluate Assess Prepare
First How does the What is the likely Qualitative view of the Justify and
Screening portfolio interface impact or depend- financial risks and oppor- prioritise
with nature? ence of financing tunities associated with the action to
across the portfolio  impacts and dependencies. transition
on nature? portfolio via
Second How does a spe- What is the likely n/a engagement
Location cific sector, bond impact or depend- with
specific issuer, company ence of the financed companies
or asset interface entity/entities? or
with nature? reallocation
Second n/a Based on a forward-looking of capital
. . . and report
Scenarios view of what happens in the .
. using TNFD.
and context (e.g. policy, nature
financial degradation) quantitatively
materiality estimate physical or transi-

tion risks and opportunities
(financial materiality).



https://tnfd.global/publication/additional-guidance-on-assessment-of-nature-related-issues-the-leap-approach/
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As LEA becomes more specific — focusing on locations, operations,
and financial materiality - it becomes easier to justify ambitious and
impactful action. Each stage deepens the analysis in priority areas, enabling
a progressively broader scope of action (see Figure 1 below). However, the
first pass allows financial institutions to start understanding their
relationship with nature now to prioritise engagement where the impacts
and risks are likely to be the greatest.

Figure 1: From LEAP passes to Action

Pre-LEAP
Mandate given
Data discovery; understanding the tools and reporting landscape,
Setting an initial organisation nature vision

Scope of Scope of
Analysis (LEA) Action (P)
After first pass
First pass of LEA First round of reporting
Screening 4 High-impact sector policies

Qualitative view Statement that nature is
important

Second pass of LEA -L & E After 'L & E' second pass

Securing further internal resource
> Deciding where to develop forward looking view
Engaging portfolio companies and clients with
likely material nature impacts and risks

Specific impacts and
dependencies
Quantitative view

Second pass of

After ‘A’ second pass
Stzﬁari:s Capital reallocation
& financial < Quantitative targets to improve interface with nature
materiality Increasingly sophisticated reporting
Result Result
Deeper, more focused Increasingly ambitious actions, covering more
analysis useful for action of the financial institution operating model

Nonetheless, the ‘multiple passes’ concept acknowledges the need for
financial institutions to prioritise most material exposures based on
available evidence. For example, anticipating that water access restrictions
in 3-5 locations are highly material to a significant portion of the portfolio
indicates that water-related impacts need more attention within that basin.
As Figure 1 above shows, each step of analysis increases the scope for
action. The first pass of LEA enables initial reporting on where the likely
material impacts and dependencies are. This justifies both the development
of policies for the highest impact sectors such as agriculture, and the
publication of statements that acknowledge the issue of nature loss. By
pinpointing where and to what extent the most material nature-related
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impacts and dependencies exist, the second pass of L & E then enables
further internal resources to develop ambitious engagement strategies.
Finally, the second pass of A can trigger capital reallocation based on
quantitative estimates of financial risk and opportunity, offering the
strongest justification possible for setting targets that halt and reverse
nature loss.

This guidance, like the workshops upon which it was based, provides a
walkthrough of the “multiple passes” and the action they help to enable. It
does this by separately exploring the process for evaluating impacts (the
effects of businesses on nature) and dependencies (the effects of nature on
businesses) — see Key Terms for further explanation. The aim of the
guidance, therefore, is to empower financial institutions to accelerate action
to halt and reverse nature loss based on available tools and techniques.

BOX 2: WORKSHOP INSIGHT

Most participants in the Sitra workshop series had a mandate to help
shape their institutions’ nature-related agenda. The familiarity with
relevant regulation, policy and key concepts — such as the five pressures
on nature — was well established.

However, participants were usually still defining the initial nature vision for
their institution, were ‘pre-LEAP’ or in the midst of a first pass using tools
such as ENCORE. Where a second pass had begun, this was confined to
project finance or those involved in development finance.

There was a widespread appetite to better understand nature-related
portfolio exposure, but also widespread unease about the resources
required to do so.

SOLUTION

The “multiple passes” approach to LEAP presented in this report can
overcome this challenge by ensuring that resources for the analysis of
nature are utilised efficiently.
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BOX 3: PRE-LEAP CHALLENGES

As financial institutions begin their journey to understanding nature-
related risks and opportunities, it can be challenging to access and afford
information of sufficient quality and depth to inform actionable insight.

The challenge is usually not whether location-specific data about nature
exists but whether this data can be associated with financing, which is
typically provided to a corporate that operates globally and connected to
nature impacts via supply chains. Therefore, those with private data about
their underlying assets will tend to be at an advantage.

As displayed in Figure 2 below, these ‘private’ forms of finance are likely
to have higher access to bespoke information, such as location or
operational activity, which can be connected to information about the
state of nature, such as the diversity of species. ‘Listed’ forms of finance,
meanwhile, will rely primarily on disclosed information from corporates
and/or third-party suppliers which is typically missing information about
the interface with nature, e.g. location of the commodity sourced for their
business, such as bauxite or rubber.

Figure 2: data availability differs by asset and finance type

LISTED PRIVATE

Trade finance

. Publicly
3" party available Bespoke

information information information
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2. From nature-related
impacts to transition risks
and opportunities

This section details how financial institutions
can locate, evaluate and assess the impact of
their finance on nature and the subsequent
transition risks and opportunities. The LEA of
dependencies will be covered in section 3.

Economic activity puts pressure on nature. Land is converted, natural
resources extracted, habitats polluted, invasive species introduced, and the
climate changed. These five pressures are nature-related impacts that can be
avoided, mitigated, reduced and reversed. To act effectively, financial
institutions must first understand what the most significant impacts are
which they will have influence over.

By conducting multiple passes of LEA of the LEAP process financial
institutions can prioritise the most material nature-related impacts, evaluate
those impacts and assess how they may become financially material. As
such, this chapter is organised into three stages:

1. The first pass of ‘LEA, which enables parts of the portfolio to be
prioritised.

2. The second pass of ‘L & E, which evaluates the impact of specific
locations.

3. The second pass of ‘A’ that aims to indicate a financial exposure because
of negative impacts caused, or likely caused, by some portfolio
companies.
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Figure 3: The passes of LEA for nature impact and types of tools that canbe
used (more information about tools in Table 2)

IMPACTS ---- Tools----- Dependencies
u |l
0 |l
1 Sectoral
First passof LEA ' assessment ]
(L,E;A) ' ) '
Screening ! Economic- :
Qualitative view ' based models
|l
0 I
! Suppl)ll c!\ain E
Secondpassof LEA-L&E : anatysts ]
Specific impacts . Location- :
Quantitative view ! specific i
1 evaluation ]
0 L}
i :
0 |l
Second passof LEA-A : Scenario '
Scenarios (policy) ' lysi i
Financial materiality 1 analysis ]
0 ctcooooo 1

As Figure 3 above details, the first pass is about screening at the
portfolio-level, whilst the latter passes integrate location-specific
information and forward-looking scenarios to (1) evaluate and estimate the
extent of specific impacts and (2) begin to quantify transition risk exposure.
The passes of LEA are enabled by a variety of tools, summarised in Table 2
below. These tools require different amounts of input data and consequently
deliver outputs that are only appropriate for certain use cases, e.g.
estimating likely impacts and prioritising certain sub-sectors or assets
within a portfolio for further analysis.
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Table 2: Tools available to identify and evaluate nature-related impact and

transition risk exposures

paJinbaJ uoijewioyui 30 1A

Information

Type Examples needed How it works Useful for
Sectoral ENCORE Subsectors Provides risk scores based on Screening
assessment SBTN represented average impacts or depend- and prioriti-
tools Materiality in portfolio encies in the sub-sector a sation
Screening company is in, based on com-
Tool mon industrial classifications
Economic- BIA-GBS Economic Estimates average sector Estimating
based Iceberg volumes impacts as biodiversity foot- impacts
models Data Labs (+ additional prints based on international acrossa
5 (and CBF information, trade data and literature. portfolio
fb enhanced e.g.compa- Can be augmented with
° models) nies) additional information, to
-5': estimate company-specific
2, impacts
-} : . . "
- Supply Trase Supply chain Uses a combination of in- Transition
‘ﬁ chain as- Forest IQ data, e.g. ternational trade data and risk expo-
(5; sessment commyv odity supply chain tracing data sure analysis
o volumes to trace commodity usage
to likely impacts in specific
localities or landscapes
Location- WWF Risk Asset lo- Uses precise operational Estimating
specific Filters cation and location data and nature data impacts at
assessment activity type layers to estimate loca- site
tion-specific risks Transition
risk expo-
sure analysis
LEA

2.1 First pass of LEA: screening for nature

impacts

Financial institutions can use a range of data and tools to estimate where

13

Second Pass

their portfolio is likely to have a materially negative impact on nature unless

managed adequately. For screening, two types of tools can be utilised

without location-specific information: sectoral assessment tools and

economic-based modelling (see above Table 2).

By indicating likely nature impact exposure within the portfolio, these
tools enable FIs to choose which companies to prioritise for further

analysis. During subsequent passes, operational or location data about a

portfolio company and its assets enables granular evaluation and

assessment of nature-related exposure. This data might be acquired via

purchase from a 3™-party provider or through dialogue with the company,

depending on the nature of the financing relationship.
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LE

Sectoral assessment tools

These tools have low information requirements. They are based on category
assessment scoring where the likely materiality of sub-sectors impacts on
aspects of nature is estimated. They are precautionary, indicating a
company’s likely impact materiality based on the sector it operates without
considering how that individual company is avoiding or reducing its
impacts. However, the tools enable evaluation and assessment of the
potential impact of different companies from different sectors at a
portfolio-level. By using them, a financial institution can understand where
to investigate impacts in more detail.

Economic-based modelling

Economic-based modelling utilises economic data such as trade data to
estimate companies’ average impacts. These impacts, sometimes referred to
as biodiversity footprints, are usually expressed in units such as an area of
Mean Species Abundance (MSA) lost or Potentially Disappeared Fraction
of Species (PDF). These tools can be augmented and adjusted with
company-level information, such as sustainability or financial reporting to
provide more accurate impact estimates. Tools of this type include the
Global Biodiversity Score (BIA-GBS) and Iceberg Data Labs” Corporate
Biodiversity Footprint (CBF).

In general, these tools are useful for providing further granularity in
large portfolios. They provide a way to evaluate and assess the likely nature-
related impact of companies and, depending on portfolio weighting, where
in the portfolio the most material impacts may exist. This provides a
further justification for prioritisation of the second pass of LEAP, where
location- and operational-level information can be gathered to more

accurately estimate and evaluate specific impacts.

2.2 Second pass of LEA: L & E for specific nature
impacts

The second pass first locates and evaluates specific impacts associated with
the companies or assets that were prioritised in the first pass.

The first pass will have delivered an indication of where these impacts
are likely to be, based on sector averages. However, as mentioned in Box 1,
location matters. To properly evaluate how an asset or operations impact
nature, it is necessary to understand the location context in which the
company is operating or from where it is sourcing. Locating in the second


https://www.carbon4finance.com/product/biodiversity-impacts
https://www.icebergdatalab.com/solutions/biodiversity/
https://www.icebergdatalab.com/solutions/biodiversity/
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pass requires supply chain assessment and/or location and operational data
about portfolio assets. For evaluation, location-specific nature datasets are

also needed. Location and operational data are unlikely to be readily

available without engaging with the company or purchasing from a data

provider.

Supply chain assessment

Supply chain assessment tools such as Trase and Forest IQ utilise supply

chain data, for example, commodity volumes, to trace the impacts of key
supply chain commodities. This allows companies potentially connected to
substantial nature impacts in their supply chains, and their financiers, to

estimate their impact. With operational information from companies about

commodities and sourcing, an increasingly accurate indication of nature

impacts is possible. Figure 4 shows how the Trase model maps the risk of

deforestation from soy, using export data from growing Brazilian soybeans.

Figure 4: How the Trase model functions (Trase 2022)

>
Assess trader’s .
Map soy Assess soy soy deforestation ~ Aggregate risk to
supply chains deforestation risk parent companies

Location-specific evaluation

-
=, A
p Feuulgl ) > =

Translate into
ESG metrics

11
XX

Location-specific evaluation coordinates specific assets or operational sites

and assesses their proximity to nature-sensitive sites, such as protected

areas or key water sources. Tools include the WWF Risk Filter suite.

Location-specific evaluation allows for an increasingly accurate estimate of

nature-related impact exposure by showing which assets and sites are close

to sensitive locations and which are not. Therefore, it can be used to

prioritise an assessment of financial materiality.


https://trase.earth/
https://forestiq.org/
https://trase.earth/insights/connecting-exports-of-brazilian-soy-to-deforestation
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‘ >

2.3 Second pass of LEA: Assessing transition
risks/opportunities

Having prioritised sectors, companies and locations, FIs can develop
transition scenarios to assess where the impact exposures could prove
financially material as, for example, policies are implemented to reverse
nature loss. Previous passes have narrowed the scope and enabled one to
only develop scenarios for locations and jurisdiction where the nature
impacts have been evaluated as acute.

The decline of nature can provoke a response from policymakers,
regulators, ultimate asset owners and civil society. These responses
represent transition risks and opportunities, which impact companies and
thus create a nature-related financial exposure for financial institutions (see
Figure 5). Transition scenarios are used for assessing these risks and
opportunities.

Figure 5: Transition scenarios and financial materiality

& Transition ﬁ Impacton Financial
-\.\ scenario . companies % materiality

Policy and regulation Disruption of Credit
a0 activities/value chain Market
investment sentiment Price volatility Liquidity
Technology ’ Pricing externalities ) Business
Business model Adjustment of activities
innovation

Stranded assets

Capital destruction

For further information and definitions of categories see the CISL
Handbook on Nature-related Financial Risks.

Transition scenarios are often readymade, which means they are based
on announced policy positions instead of hypothetical ones. For instance,
this study from the Cambridge Institute for Sustainability Leadership
quantifies the equity value at risk posed to fertiliser companies in
investment portfolios as a result of the potential implementation of the EU
Farm to Fork Strategy. A look at the Global Biodiversity Framework and
how governments might implement some of the targets, such as those
around subsidy reform, can represent a good starting point for transition
scenario development.


https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/handbook-nature-related-financial-risks
https://www.cisl.cam.ac.uk/resources/publications/eu-farm-fork-strategy-and-fertiliser-companies-nature-related-financial-risk
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BOX 4: WORKSHOP INSIGHT

The precautionary nature of screening tools reduced how useful they were
for generating insights about portfolio nature impacts. When applied
across broad portfolios that mirror the economy as a whole, the outputs
were mostly intuitive or the number of impact materiality flags too
numerous to inform prioritisation. This underscored the importance of
expert guidance to navigate and adjust the materiality ratings in such
tools, so that they can be used for prioritisation.

The transition scenario walkthrough was of particular interest (see below
[Section 2.4]), with mandate holders seeking financial materiality to
justify the resources to access further nature-related data. The need for
more off-the-shelf nature-related scenarios was reiterated on multiple
occasions.

SOLUTION

The workshops gave participants an overview of the benefits and
drawbacks of tools and where they may need to rely on outside support,
especially in the creation of nature-related transition scenarios.

17
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2.4 Workshop exercise: from portfolio-level
screening to assessment of nature-related
impacts and the resultant transition risk
exposure

This exercise is an abridged representation of what was covered in the
workshops to increase familiarity with the tools and techniques involved in
the different passes of LEA.

Step 1: Prioritisation using the SBTN Materiality
Screening Tool

Pick two to four subsectors to evaluate for nature-related impacts at sectoral
level using the SBTN Materiality Screening Tool, under the ‘Full Direct
Operations Dataset’ tab. Navigate to the relevant subsector and production
process, and note how many pressures it has material impacts for (a
Materiality score of ‘1°). You could pick subsectors which you work with, or
which are represented in your portfolio.

Prioritise the subsectors as low, ‘medium’ or ‘high), and write down
your reasons, as in Table 3 below. This should be based on the number of

material impacts, and other relevant factors such as your portfolio exposure
(if known). Choose one subsector to analyse further — due to the free tool
used in the next section, pick a subsector with either terrestrial use,
biological alterations, disturbances or water use impacts.

Table 3: Example output from Stepa

Subsector & production Priority Reason

process

Manufacture of basic High A high number of material
chemicals impacts, and an important

part of the portfolio.

Step 2: Evaluate risk at operational locations
using WWF Risk Filter

Create an account on the WWF Risk Filter. Create a ‘Company’ in the
portfolio manager and add two or more operational sites to analyse for
site-level impacts using either the Biodiversity or Water Risk Filter. These
could be fictional or based on your knowledge of a real company. The exact



https://sbtn.shinyapps.io/MaterialityScreeningTool/
https://riskfilter.org/
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location is not important — you can find coordinates using online mapping
services.

You can analyse using either a map or a dashboard by clicking on
details. Make notes about what is driving the overall score for each of the
sites displayed, as in Table 4 below.

Table 4: Example output from Step 2

Country Longitude Latitude Notes

Indonesia 127.98 0.49 This site has the highest overall score
for environmental factors. This is driv-
en by being in a key biodiversity area,
with high range rarity and ecosystem
condition.

Step 3: Assess policy scenarios which would
create transitionrisk

Based on your knowledge of the sector and your assessment of nature or
water risk at the location you chose, brainstorm which real or hypothetical
olicy scenarios might create a transition risk relating to the site and
company, and why. See Table 5 below for an example.

Table 5: Example output fromStep 3

Policy Reason

Indonesia conserva- Indonesia’s new conservation law could restrict the
tion law operation of terrestrial operations of mining compa-
nies in the country.

GBF The Global Biodiversity Framework is likely to cause
more countries to adopt progressively stricter regu-
lations at sensitive locations, increasing operational
costs.




SITRAMEMO-HOWTHEFINANCESECTORCANUSETNFD-LEAPTOTAKEACTIONONNATURE 20

3. From nature-related
dependencies to physical
risks and opportunities

This section details how financial institutions
can locate, evaluate and assess the dependence
of their financing on nature and the subsequent
physical risks and opportunities.

Nature provides ecosystem services upon which human activity depends,
and Figure 6 below shows several categories of ecosystem service providing
economic benefits across a landscape.

Figure 6: Key ecosystem services
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Analysing nature dependencies is challenging because it requires data

that is inefficient or impractical to obtain across all financing. Therefore,
sectors and companies need to be prioritised based on their dependence
and the likely financial materiality this implies. After prioritisation a
physical risk and opportunities assessment — using forward-looking
scenarios — can be constructed to quantify the financial materiality of

dependencies. Multiple passes of LEA enable such prioritisation, as shown

below in Figure 7.

Figure 7: The passes of LEA for nature dependency and physical risks and

types of tools that can be used (more tools info in Table 6)

Impacts - Tools ---- DEPENDENCIES
1 1
T T
E Sectoral E
1 assessment First passof LEA(L,E, A)
i tools . Screening
: ! Qualitative view
I :
: Ecosystem ]
. servicedata | Second passof LEA-L&E
b layers : Specific dependencies
: ! Quantitative view
I :
\ Replacement
\ cost/scenario |
: analysis ' Second passof LEA - A
f Natural 1 Scenarios (loss of ecosystem services)
i capital : Financial materiality
. valuation___ .
— 3.1 First pass of LEA: screening for nature
dependencies

Financial institutions can use a range of data and tools to estimate where
their portfolio is most likely to have a material dependency on nature.
Screening across the portfolio with no location-specificity, sectoral

assessment tools can be utilised without company-specific information (see

Table 6).
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Table 6: Tools available to identify, evaluate and assess nature-related
dependencies and physical risk exposures

paJinbaJ uoijew.ojui 30 1A

paules 3ysisul Jo 19n91]

Type Examples Information needed Useful for
Sectoral ENCORE Subsectors represented in Screening and prioritisa- 2 o
assess- portfolio tion i "@
LA
ment tools
Ecosystem Aqueduct Location, operation and Physical risk exposure
service volume data to combine with analysis, if forward-looking
datalayers GLASOD ecosystem service data
Ecoregion m
Intactness =
Replace- Informed Location, operation and Cost benefit analysis %
mentcost byacadem- volume datatocombine with g
analysis & ic papers ecosystem service data Physical risk analysis 4
scenario L
analysis
Natural InVest Granular location and activi- Cost benefit analysis
capital ty information
valuation

As with impacts, tools such as ENCORE can be used to indicate where
high levels of dependence on specific ecosystem services likely exist by
sector across a portfolio, and the materiality of that dependence. For
ENCORE, each sector is given a risk score and/or a binary assessment of
whether dependence is material or not.

The indicated materiality of dependence should be taken with
precaution. In actuality, the dependence could be managed by the company
or not exist at a given location because the availability of ecosystem services
varies by location. Such tools are therefore suited for doing a first pass of
LEA qualitatively across an entire portfolio of assets and flagging potential
dependencies. Table 7 shows the output of the risk score from ENCORE for
selected sectors.


https://encorenature.org/en
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Table 7: Example outputs of ENCORE for selected sectors and relevant
ecosystem services
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LE

3.2 Second pass of LEA - L & E for specific nature
dependencies

A second pass of LEA needs to become location-specific to more

accurately locate and evaluate the extent of dependence and the availability
of ecosystem services. Should these services fail, this enables an
assessment of the potential physical risk associated with the portfolio
interface with nature. An assessment of what happens should there be a
failure or curtailment is the focus of the subsequent assess step of the
second pass of LEA. Such evaluation of dependence and exposure to
physical risk relies on ecosystem service-related data layers (see the above
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Table 7). These can be combined with location data and information about
how assets/companies operate (e.g. consumption of water) to evaluate
dependence of companies on ecosystem services using tools including

Aqueduct.

3.3 Second pass of LEA — assessing physical risk/
opportunities

>

A high-quality dependence evaluation will indicate how a company
depends on specific ecosystem services in different locations and what
effect their failure would have on the company. This can then be combined
with an assessment of the likelihood of the loss of the ecosystem services to
estimate financial exposure. This assessment of likelihood represents a
scenario.

As Figure 8 shows, drivers of nature loss like climate change, pollution,
overexploitation and invasive species can inhibit ecosystem services, such
as pest control (a hazard regulation service). For example:

— Due to climate change and the homogenous forest structure caused by
forestry practices, bark beetle infestations in forests are increasing,
leading to higher rates of tree mortality.

— This impacts forestry companies’ wood supply opportunities and may,
for example, cause longer transport distances and thus increase costs

— Likewise, the revenues of associated businesses, such as logistics
companies, will suffer materially if supply chains shift

— These impacts are financially material and represent an increased credit
risk to financiers

Creating risk scenarios for ecosystem services with significant
dependencies — either geographically or for a company — helps assess
financial materiality.


https://www.wri.org/applications/aqueduct/water-risk-atlas/
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Figure 8: The process by which drivers of nature loss are transmitted into
ecosystem service degradation, impact on companies and thereby financial
materiality.
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L : .
oss Food and other goods Adjustment of activities Business
provision Stranded assets

Capital destruction

Example Tree death spike Asset write down Equity value at risk

Assessing a nature-related physical risk or opportunity also benefits
from a replacement cost analysis; for example, replacing an ecosystem
service such as pollination services for almonds. For further information
and definitions of categories, see the CISL Handbook on Nature-related
Financial Risks.

Combined, replacement cost and scenario analyses can then provide
inputs to financial models about how the future revenues and costs of a
company could be impacted should a physical risk manifest because of the
degradation of ecosystem services.

Put differently, the objective of the assess stage of the second pass is to
have enough evidence about:

1. how an archetype or actual company will be impacted by the acute or
chronic failure of an ecosystem service (based on location, operational
and industry information);

2. how likely the service is to fail (based on location and scientific
literature).

An example of an assessment of this type is CISL and Robeco’s study
‘How soil degradation amplified financial vulnerability’ The study
estimated the financial exposure of companies in the agricultural value
chain if they grow crops on degraded land or source crops from such areas.
It combined historical data on commodity prices and scientific literature on
yields to generate a scenario about crop yield losses from areas of degraded
land in Brazil following an extreme weather event. The impact of that
scenario on the costs and revenues of companies along the value chain was
then estimated.



https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/handbook-nature-related-financial-risks
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/handbook-nature-related-financial-risks
https://www.cisl.cam.ac.uk/resources/publications/how-soil-degradation-amplified-financial-vulnerability-nature-related

SITRAMEMO-HOWTHEFINANCESECTORCANUSETNFD-LEAPTOTAKEACTIONONNATURE 26

These assessments of the financial materiality of nature loss are key to
justifying risk management measures, including engagement, further data
gather, alteration of financing or investment terms, or the creation of
nature-specific teams.

BOX 5: WORKSHOP INSIGHT

Participants were able to locate and evaluate likely exposures to physical
risks such as water stress using Aqueduct and estimate the potential
financial risks posed by the readymade scenarios. Participants were
impressed by how much evidence is already available to justify forward
looking scenarios, either from the scientific community or from the
sources underpinning ENCORE.

However, the lack of off-the-shelf scenarios creates a ‘chicken and egg’
situation: assessing financial exposure requires resources, but justifying
those resources depends on having already completed such an
assessment.

SOLUTION

The workshops showed participants how light touch scenarios can be to
begin to demonstrate financial materiality and the need for more
resources to understand and quantify nature-related exposures.
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3.4 Workshop exercise: from portfolio-level
screening to assessment of nature-related
impacts and the resultant transition risk
exposure

This exercise is an abridged representation of what was covered in the
workshops to increase familiarity with the tools and techniques involved in
the different passes of LEA.

Step 1: Prioritisation using ENCORE

Pick two to four subsectors (select an ISIC Division, then ISIC Group/
Class) to evaluate for dependencies at sectoral-level using ENCORE under
the ‘Dependencies’ tab. Navigate to the relevant subsector, and note how
many ‘Ecosystem Services’ it has dependencies on, and how high the level
of these dependencies are. The choice of sectors is not important - you
could pick subsectors which you work with, or which are represented in
your portfolio.

Prioritise the subsectors as low, ‘medium’ or ‘high), and write down
your reasons, as in Table 8 below. This should be based on the number of
dependencies and their intensity, and other relevant factors such as your
portfolio exposure (if known). In preparation for Step 2, choose one
subsector with dependence on Water flow regulation services, Water
purification services or Water supply.

Table 8: Example output fromStepa

ISIC Group/Class Priority Reason
Manufacture of paper Medium Medium dependency level on sev-
and paper products eral ecosystem services, and an

important part of the portfolio.



https://encorenature.org/en/explore?tab=dependencies
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Step 2: Evaluate specific exposure using

ecosystem service layers

Create at least two sites in the Aqueduct tool to evaluate for site-level

dependencies using the ‘Baseline’ tab. These could be fictional or based on

your knowledge of a real company. The exact location is not important -

you can find coordinates using online mapping services.

Assess whether the site is in a water insecure area, based on the

different data layers available in Aqueduct, hypothesising about why the

area is water insecure and how this links to one of the five drivers of nature

loss (Land & sea use change, Exploitation, Climate Change, Pollution,

Invasive Species), and write your reasons down, as in Table 9 below.

Table 9: Example output from Step 2

Location Type(s) of water Hypothesised reason Linkto IPBES
insecurity for water insecurity Pressure

Greater High water stress. Is in an area of very Exploitation, Land

London, UK high population use change.

density.

Sicily, Italy Very high water
depletion, very high

water stress.

Arid climate, and

for agriculture.

possible use of water

Exploitation, Land
use change, Cli-
mate change.

Step 3: Apply a physical risk scenario

For one or more of the sites evaluated in Aqueduct, assess whether the
water insecurity faced by the site will worsen, by navigating to the ‘Future’
tab and viewing the Water Stress data layer for 2030, 2050 and 2080 under
the ‘Pessimistic’ and ‘Optimistic’ outlooks. Note how water stress might
change in each period and hypothesise what effect this might have on an
archetype business from the subsector chosen, as in Table 10 below.

Table 10: Example output fromStep 3

Location ISIC 2030 2050 2080 Impacton
Group/ business
Class
Greater Manu- High wa-  Very high Veryhigh Medium, due to
London, facture ter stress water water medium depend-
UK of paper under all  stress stress ence level and
and paper outlooks. underall underall slightly increased
products. outlooks. outlooks. water stress.



https://www.wri.org/applications/aqueduct/water-risk-atlas/
https://www.wri.org/applications/aqueduct/water-risk-atlas/
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L. Scoping and justifying
action: the value of the LEAP
framework

This section explains how the LEA process
supports financial institutions to mitigate
nature-related risks, capitalise on opportunities
and set targets on nature. They represent types
of action that can fit under the ‘P’ of LEAP.

The passes of LEA described by Sections 2 and 3 can iterate the nature
vision of a financial institution and inform what specific targets the
institution sets — be those response, engagement, financing, or aggregated
pressure targets (see Section 4.3 below). Each target should aim to manage
nature-related risks and capitalise on related opportunities, as well as report
against the TNFD or other frameworks.

4.1 Managing nature-related risks

Successive passes of LEA can inform and justify the management of nature-
related risks via policies, company engagement and, over time, allocation
decisions.

Figure 9 below visualises how the first pass of LEA narrows down the
entire portfolio of financed companies and clients to those that are likely to
be most exposed to nature-related dependencies, impacts, risks and
opportunities (DIRO). This implies that if those companies are poorly
managing their interface with nature, then the consequences of inaction,
such as physical or transition risks, could be significant for them and their
tinanciers. The second pass, by getting location specific and operational
information where possible, evaluating the extent of impacts and
dependencies and then the financial materiality, enables the financial
institution to narrow down on only those companies with the greatest
nature-related exposures.

Even the first pass justifies action. Based on the first pass, it might be
identified that there are several companies in the portfolio potentially
connected to deforestation. Even if the subsequent passes of LEA show that
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the companies are managing this exposure very well, the presence of the
risk and the risks of mismanagement therefore justify the creation of
deforestation position statements and commitments by the financial
institution.

The second pass identifies the most material exposures. For example,
an FI could trace and assess to what extent portfolio companies produce or
source soft commodities from degrading soils. This enables engagement on
mitigating actions, setting requirements and providing support for the
company to transition the farming practices of its suppliers, and potential
capital reallocation.

Figure 9: How successive passes of LEAP narrow focus and justify action

A
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Consequence of poor practice
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4.2 Capitalise on opportunities

Passes of LEA enhance an FI's understanding of how its portfolio
companies interface with nature through their operations and supply chain,
which enables financial decisions to account for emergent vulnerabilities
where key ecosystem services are at risk. From access to clean water, to the
regulation of pests and diseases to the prevention of landslide - appropriate
management of the services nature provides is in the interest of business
and finance.

Recognising this, financial innovation seeks both to grasp
opportunities and solve challenges. Some of the most creative approaches
seek financial solutions to protect the provision of ecosystem services in the
landscape. Examples of this include the Wyre Catchment Area SPV or the



https://www.greenfinanceinstitute.com/casestudies/the-wyre-catchment-natural-flood-management-project/
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Mesoamerican Reef Insurance Programme. The Wyre Catchment Area SPV
is a UK financial vehicle enabled by a bank loan from Triodos Bank, under
which more than 1,000 targeted measures to prevent floods are delivered.
Beneficiaries of the reduced flood risk are paying for the interventions.

Equally, opportunities exist to price in risk for portfolio companies
that neither recognise their nature-related risks nor reward asset owners
with products that can demonstrably benefit nature, such as sustainability-
linked bonds and loans. An example of this is Brazilian paper producer
Klabin, which issued a sustainability-linked bond with targets on limiting
water consumption, recycling above a certain percentage of waste, and
reintroducing species into its forest areas. If the targets are not met, the
transaction fee increases. The LEA passes enable the identification of such
innovation needs and product opportunities.

4.3 Iterate nature vision and set targets

Key to the prepare stage of LEAP is target setting. This provides (1) the
specific deliverables of any nature-related vision of a financial institution
and (2) the goal through which the material nature-related exposures,
identified during the LEA passes, are managed.

There are four prominent types of targets that could be utilised by financial

institutions:

— ‘Response’ - requiring portfolio companies to respond or meet a certain
target;

— ‘Engage’ — committing the FI to engage with companies on an issue;

— ‘Financing’ - committing the FI to mobilisation or allocation;

— ‘Aggregate pressure’ — committing the FI to reduce the pressure of nature
across the portfolio(s) and aggregated. Reducing financed emissions
across a portfolio toward net zero is an example of such a target.

As well as identifying the exposures that require management, LEA passes
can inform the target and key performance indicator (KPI) selection by
providing the baseline measurement for the target and an appreciation of
how viable it will be to measure and achieve the targets. Table 11 below
provides examples of these targets and KPIs.


https://marfund.org/en/wp-content/uploads/2020/04/Mesoamerican-Reef-Insurance-Programme.pdf
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Table 11. Example nature-related targets and KPIs for financial institutions

Pressure
(driver of nature loss)

Example target wording KPI

Land & sea use change

Require conversion of natural ecosystems (terres- Area (ha)/Quality-
trial and aquatic) within operations and value chain adjusted hectares
to be avoided from 20X X.

This is aresponse-based target

Exploitation

Engage with ‘x' number portfolio companies to ML/year
reduce absolute water withdrawals in line with

maximum allowable basin-wide levels for 'y’

priority basins by 20XX.

Climate change

Reduce financed emissions by 42% by 2030 rela- CO, equivalent tons
tive to 2022.

Pollution

Mobilise $'x’ in finance or invest $'y’ in portfolio NOx, SOx kg/year
companies that...:
1. eliminate plastic pollution and highly hazardous

chemicals;

2. make a reduction of >50%in excess nutrients &
pesticides;

3. deliver pollution remediation in affected
landscape, watersheds and seascapes.

Invasive species

Financially incentivise ‘x' number of relevant Events/year
clients to reduce rates of invasive introduction by
>50%.

Whilst financial institutions can theoretically set these targets now, the
passes of LEA enable efforts to manage risk (see Section 4.1) and scope
opportunities (see Section 4.2) to be prioritised, and to ensure that any
targets are (a) aligned with portfolio exposures, (b) realistic and (c)
ambitious.
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BOX 6: WORKSHOP INSIGHT

Prior to the last workshop, workshop participants created individualised
action plans for integrating nature into the operating model of their
institutions that utilised the knowledge they had acquired. The following
themes emerged as pain points:

¢ Identifying viable indicators and metrics for setting targets and
measuring progress;

e Addressing the lack of off-the-shelf forward-looking scenarios;

¢ Managing frustration over the lack of tools below the portfolio-level
screening to indicate dependencies and physical risks;

* Engaging SMEs effectively on biodiversity;

e Defining best practices for different sub-sectors in their relationship
with nature;

e Clarifying what a nature-positive business model looks like across
sectors.

SOLUTION

Despite the pain points that putting together the action plan surfaced, the
LEA process and the multiple passes approach provided participants with
a structure with which to understand the stages of iterating toward ever
more specific nature-related targets.
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Call to action

Nature is in crisis. Companies must reorient their activities to avoid and
reduce harm and promote recovery. This requires leadership and support
from financial institutions, which means they must understand how their
portfolio companies impact nature and are put at risk as nature degrades.
However, the ability of FIs to access and analyse information to

34

develop this understanding of the relationship between finance and nature

- and justify action to positively evolve that relationship - represents a
significant challenge. To address this challenge, this report details an

approach that FIs can use to understand how their finance is connected to

nature, utilising the TNFD-LEAP approach. The method, represented as
multiple passes of the LEAP approach, delivers insights that can prioritise

action and support the integration of nature into financial decision making.

It details how, even with limited information, tools and approaches are
available to start, and that, as the connection between finance and nature

becomes better understood, specific data and analysis can be justified and
prioritised. Through such analysis, ambitious, targeted action by individual
financial institutions to halt and reverse nature loss is possible, supporting
urgently needed action amongst corporates and helping to catalyse similar

ambition across the financial sector.
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Tiivistelma

Vuonna 2024 tulevaisuustalo Sitra, brittildinen konsultointiyritys The Bio-
diversity Consultancy ja suomalainen konsulttiyritys Luontoa jérjestivét
koulutuksen TNFD-LEAP-prosessista suomalaisille finanssialan toimijoille.
Téama raportti esittelee koulutuksen keskeiset osat, joiden tavoitteena oli
edistdd luonnon integroimista taloudelliseen paatoksentekoon. Koulutuk-
sessa keskityttiin sithen, miten integraatio toteutetaan — ei niinkdén inte-
graation tdrkeyteen, silld sitd on kisitelty perusteellisesti esimerkiksi Das-
guptan raportissa The Economics of Biodiversity. LEAP-prosessi auttaa
finanssialaa ymmartamaan suhdettaan luontoon. Prosessi koostuu seuraa-
vista vaiheista: paikannetaan (L, locate) luonnon ja talouden yhtymikohdat,
arvioidaan (E, evaluate) talouden luontovaikutuksia ja -riippuvuuksia,
analysoidaan (A, analyse) ndistd johtuvat riskit ja mahdollisuudet seka
valmistellaan (P, prepare) toimenpiteet naihin vastaamiseksi.
LEAP-prosessin soveltaminen voi olla rahoituslaitoksille haastavaa,
silld niiden salkut voivat kattaa tuhansia yrityksid, joiden toiminnasta on
vaikea saada paikkaan sidottua tietoa. Tésté syystd rahoituslaitosten on
priorisoitava, mista sijaintikohtaista ne kerdavit tietoa ja mihin kohteisiin
ne keskittyvat arvioidessaan luontoon liittyvié riskejd ja mahdollisuuksia.

Tétd priorisointia tukee LEAP-prosessin LEA-vaiheiden toteuttaminen

useampaan kertaan ennen toimintasuunnitelmien valmistelua (P-vaihe).

Téssa monivaiheisessa ldhestymistavassa:

— Ensimmadinen vaihe antaa alustavan, koko salkun kattavan arvion siit4,
missé luontoon liittyvat vaikutukset, riippuvuudet, riskit ja
mahdollisuudet ovat suurimmat.

— Toisessa ja mahdollisissa seuraavissa vaiheissa arvioidaan maarallisesti
luontoon liittyvien vaikutusten ja riippuvuuksien laajuutta seka niiden
taloudellista merkittavyytta.

Iteratiivinen LEA-prosessi mahdollistaa sen, ettd rahoituslaitokset
voivat priorisoida merkittavimmat luontoon liittyvit altistuksensa ja maa-
rittdd lahtotason, jota voidaan sitten parantaa luontoon liittyvilla toimenpi-
teilld ja tavoitteilla (P-vaihe). LEA-prosessin ensimmadisen vaiheen avulla
rahoituslaitokset voivat ottaa merkittavia ensiaskeleita, priorisoida keskeisid
fokusalueita ja keratd lisdd tietoa ilman turhia viivéstyksia.

Téama raportti esittelee monivaiheisen LEAP-lahestymistavan ja tarjoaa
yleiskatsauksen tyokaluista ja metodeista, joita voidaan hyddyntéda prosessin
eri vaiheissa. Lisdksi raportti siséltad ohjeita siitd, miten rahoituslaitokset
voivat hydodyntda oppimaansa kehittdakseen toimintaansa ja toteuttaakseen
konkreettisia toimenpiteitd luonnon hyvaksi.
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TNFD PAHKINANKUORESSA

TNFD (Taskforce on Nature-related Financial Disclosures) on
raportointiviitekehys, joka auttaa organisaatioita luontorajapinnassa eli
ymmartamaan luontoon liittyvia riippuvuuksiaan, vaikutuksiaan, riskejaan
ja mahdollisuuksiaan seka raportoimaan niista ja toimimaan niiden
suhteen.

TNFD:lla on paljon yhteista ilmastoraportoinnin viitekehyksen, TCFD:n
(Taskforce on Climate-Related Financial Disclosures) kanssa. Vaikka
TNFD:n kaytto ei ole pakollista, se on jo nyt hyddyllinen tydkalu, joka
auttaa rahoituslaitoksia tunnistamaan keskeiset suhteensa luontoon ja
integroimaan luonnon osaksi paatéksentekoaan. Taman kautta
rahoitusvirtoja voidaan ohjata tukemaan globaalin biodiversiteetti-
viitekehyksen (GBF) tavoitteiden saavuttamista. TNFD ja siihen liittyva
ohjeistus ovat merkityksellisia kaikille rahoituslaitosten
organisaatiotasoilla toimiville. Kuten TCFD, my&s TNFD kattaa
rahoituslaitosten hallinnon, strategian, riskienhallinnan ja raportoinnin,
minké& vuoksi se on olennainen viitekehys koko organisaation
nakdkulmasta.
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Sammanfattning
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Ar 2024 tillhandahéll framtidshuset Sitra, det brittiska konsultforetaget The

Biodiversity Consultancy och det finska konsultforetaget Luontoa
utbildning om TNFD-LEAP-processen till finldndska finansiella

institutioner. Detta dokument sammanfattar kiarnelementen i utbildningen,

som syftade till att fora in naturen i finansiellt beslutsfattande — “hur man
gor” — snarare dn “varfor’, vilket beskrivs i mer detalj i exempelvis

Dasgupta-rapporten, “the Economics of Biodiversity”.

TNFD-LEAP-processen gor det mojligt for finanssektorn att forsta sitt

forhallande till naturen. Processen lokaliserar (L) granssnittet mellan finans

och natur, utvirderar (E) paverkan och beroendet av finans pa naturen,
bedomer (A) riskerna och méjligheterna och forbereder (P) ett svar.
LEAP-processen medfor flera utmaningar for de finansiella

institutionerna. Deras portfoljer omfattar ofta tusentals foretag som det ar

svart att fa platsbaserad information om. Dérfor maste institutionerna

prioritera vilken data som samlas in och var det genomf6rs naturrelaterade

risk- och mojlighetsbedomningar. Processen kan konceptualiseras med

hjalp av “flera pass” av LEA av LEAP innan man forbereder ett slutgiltigt

svar (P-stadiet). Under detta “flera pass”-tillvigagangssitt:

— Ger det forsta passet en initial, portféljomfattande indikation pa var
naturpaverkan, beroenden, risker och mojligheter kan vara storst.

— Uppskattas genom det andra och eventuella efterféljande pass
kvantiteten och den finansiella materialiteten av naturrelaterade

péaverkan och beroenden.

Att utfora LEA iterativt gor det mojligt for finansiella institutioner att

prioritera den mest materiella exponeringen och skapa en baslinje av

exponering som kan forbéttras 6ver tid med atgérder och naturrelaterade
mal (P-stadiet av LEAP). Och ett forsta pass av LEA gor det ocksa mojligt
for finansiella institutioner att ta viktiga forsta steg som kan anvéindas for
att prioritera var man ska engagera sig och samla in ytterligare data, utan

drojsmal.

Detta dokument beskriver “flerpass”-tillvagagangssattet for LEAP och

ger en oversikt 6ver de verktyg och tekniker som kan anvdndas i olika
stadier av processen. Det ger sedan vigledning om hur finansiella

institutioner kan utveckla policyalternativ och vidta meningsfulla atgarder

for naturen.


https://www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review
https://tnfd.global/publication/additional-guidance-on-assessment-of-nature-related-issues-the-leap-approach/
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TNFDIETT NOTSKAL

TNFD (Taskforce for Nature-related Financial Disclosures) ar ett ramverk
for rapportering som gor det mojligt for organisationer att forsta,
rapportera och vidta atgérder for sina naturrelaterade beroenden,
paverkan, risker och mojligheter — deras gréanssnitt med naturen.

TNFD delar manga egenskaper med Taskforce for Climate-Related
Financial Disclosures (TCFD). Aven om det inte ar obligatoriskt &r TNFD
redan ett anvandbart verktyg som gor det mojligt for finansiella
institutioner att forsta sina materiella granssnitt med naturen och
integrera naturen i sitt beslutsfattande sa att finansiella fléden kan
omdirigeras for att uppna malen i GBF.

Ramverket och stédjande vagledning for TNFD ar likt TCFD relevant for
finansiella institutioner, och det tacker styrning, strategi, riskhantering
och rapportering som ror alla nivaer i organisationen.
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Key terms

DIRO
(Dependencies, Impacts, Risks, Opportunities)

Dependencies

“Dependencies are aspects of environmental assets and ecosystem services
that a person or an organisation relies on to function. A company’s business
model, for example, may be dependent on the ecosystem services of water
flow, water quality regulation and the regulation of hazards like fires and
floods; provision of suitable habitat for pollinators, who in turn provide a
service directly to economies; and carbon sequestration”. (TNFD 2023b,
p-17)

Impacts

“Changes in the state of nature (quality or quantity), which may result in
changes to the capacity of nature to provide social and economic functions.
Impacts can be positive or negative. They can be the result of an
organisation’s or another party’s actions and can be direct, indirect or
cumulative. A single impact driver may be associated with multiple
impacts. Positive or negative changes in the natural world as a result of
human activity”. (TNFD 2023b, p.32)

Transition risks

“Regulatory or market efforts to address environmental harm can
negatively impact companies and lead to stranded assets — representing
‘transition risks’. These can include abrupt or disorderly introduction of
public policies, technological changes, shifts in consumer or investor
sentiment and disruptive business model innovation. As such they “relate to
[a] process of adjustment” towards a nature-positive economy. For example,
anti-deforestation legislation increases due diligence costs for buyers of soft
commodities that could be connected to deforestation.” (CISL 2021, p.7)

Physical risks

“Much of global economic enterprise depends on the good functioning of
natural systems, such as stability of climate and generation of raw materials.
Physical risks arise when these natural systems are compromised, due to the
impact of climatic (i.e. extremes of weather) or geologic (i.e. seismic) events
or widespread changes in ecosystem equilibria, such as soil quality or
marine ecology. Physical risks can be event-driven or longer-term in nature.
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It is the damage to ecosystem equilibria and resulting ecosystem service
degradation that is our focus. For example, deforestation could reduce local
rainfall, raising operating costs for numerous sectors.” (CISL 2021, p.7)

Opportunities

“Activities that create positive outcomes for organizations and nature by
creating positive impacts on nature or mitigating negative impacts on
nature. Nature-related opportunities are generated through impacts and
dependencies on nature, and can occur:

When organizations avoid, reduce, mitigate or manage nature-related
risks, for example, connected to the loss of nature and ecosystem services
that the organization and society depend on;

Through the strategic transformation of business models, products,
services, markets and investments that actively work to reverse the loss of
nature, including by restoration, regeneration of nature and implementation
of nature-based solutions.” (TNFD 2023b, p 46)

TNFD stages

Locate (TNFD)
“Locate your interface with nature” (TNFD 2023a, p.3)

Evaluate (TNFD)
“Evaluate your dependencies and impacts on nature.” (TNFD 2023a, p.3)

Assess (TNFD)
“Assess your nature-related risks and opportunities” (TNFD 2023a, p.3)

Prepare (TNFD)
“Prepare to respond to, and report on, material nature-related issues,
aligned with the TNFD’s recommended disclosures.” (TNFD 2023a, p.3)
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