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Topic

This paper has been prepared for discussion at a public meeting of the International Sustainability Standards
Board (ISSB). This paper does not represent the views of the ISSB or any individual ISSB member. Any
comments in the paper do not purport to set out what would be an acceptable or unacceptable application of
IFRS® Sustainability Disclosure Standards. The ISSB'’s technical decisions are made in public and are reported in
the ISSB Update.

Purpose of the paper

1. This paper summarises the staff’s comparison of biodiversity, ecosystems and ecosystem
services (BEES)-related disclosure standards and frameworks to IFRS S1 and the SASB
Standards, noting areas of similar, different and more specific disclosure elements.! The
paper also presents a preliminary assessment of the areas of difference or of greater
specificity, evaluating the decision-usefulness of the disclosed information to primary

users, to inform the ISSB’s thinking about potential future standard setting.

2. This paper is meant to be read in tandem with Agenda Paper 3A Background on other
BEES-related standards and frameworks. The staff will not ask the ISSB to make any

decisions in the session

" The staff presented its preliminary findings in this area to the ISSB in November 2024. See Agenda
Paper 3A Preliminary assessment of existing disclosure standards and frameworks (November 2024).
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Structure of the paper

3. The paper is structured as follows:
(a) Background (paragraphs 4-6);
(b) Approach (paragraphs 7-8);
(©) Summary of findings (paragraphs 9—14);
(d) Analysis of other BEES-related standards and frameworks compared to IFRS S1
and SASB Standards (paragraphs 15-65);

(1) Governance (paragraphs 20-25);

(i1))  Risk Management (paragraphs 26-31);
(ii1))  Strategy (paragraphs 32—39);

(iv)  Targets (paragraphs 40—45); and

) Metrics (paragraphs 46—65).

Background

4. This paper explores the research question, ‘What is the current landscape of standards and
frameworks for BEES-related reporting and how do these standards and frameworks

compare to [IFRS S1 and the SASB Standards?’

5. A consideration of this question and the staff’s related findings can inform the ISSB’s
thinking about potential future standard setting and, as appropriate, how that potential
future work might leverage relevant aspects of other BEES-related standards and

frameworks. To this end, the paper provides an understanding of:

(a) the applicability of IFRS S1 and the SASB Standards to BEES-related disclosure;
and

(b) areas or topics drawn from other BEES-related standards and frameworks that the
ISSB might consider addressing in standards, guidance, educational materials, or

enhancements to IFRS S1, the SASB Standards or through other means.
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6. It is not the staff's intention that the ISSB consider these findings in isolation, but rather
in combination with the findings of the other research areas. The staff plans to present

further analysis of the connections among the different research areas at future meetings.

Approach

7. The BEES-related standards and frameworks included in this analysis are listed in the
companion paper, Agenda Paper 3A Background on other standards and frameworks.
The staff’s assessment of these standards and frameworks consisted of the following
activities:?

(a) a review and analysis of currently available standards and frameworks relating to

BEES (see Agenda Paper 3A) to assess:

(1) the nature of the standards or frameworks (for example, whether they are
mandatory or voluntary, international or jurisdictional, focused on
investors or the information needs of multiple stakeholders);

(i1))  the topics and sub-topics covered (for example, particular dependencies,
impacts, risks or opportunities);

(ii1))  the type of information required or recommended for disclosure (for
example, qualitative or quantitative, historical or forward-looking,
industry-based or cross-cutting);

(iv)  whether there are similar elements among them; and

(v) an evaluation of the use of each standard or framework by preparers.

(b) assessing the standards and frameworks to determine disclosure elements that are
similar to, different from and more specific than IFRS S1 and/or the SASB

Standards (Agenda Paper 3B).

2 See Agenda Paper 2B Biodiversity, Ecosystems and Ecosystem Services and Human Capital research
projects—Research design and approach (July 2024).
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8. An earlier draft of this paper was shared with the TNFD secretariat, GRI technical staff
and EFRAG technical staff for comment.

Summary of findings

0. The staft’s intial findings comparing other BEES-related standards and frameworks with
IFRS S1 and the SASB Standards are summarised in paragraphs 10—14 and detailed in
the ‘Analysis’ section (paragraphs 15-65).

10.  Inits analysis of other BEES-related standards and frameworks, the staff noted a
significant number of similarities with IFRS S1.? Those similarities were particularly
evident with disclosure elements in the governance and risk management core content of
IFRS S1, although the other BEES-related standards and frameworks provide some more
specific BEES-related information in those areas. The staff also noted a significant
number of similarities between the SASB Standards and the disclosure elements of the
other BEES-related standards and frameworks related to the disclosure elements in the
strategy, metrics and targets core content areas, particularly for those disclosure elements
focused on specific topics such as resource use and extraction, waste and circularity, and

water and wastewater.

11. The staff also identified several areas in other standards and frameworks that are different

from or more specific than the relevant disclosure elements in IFRS S1 and the SASB

Standards, and that might be relevant to an investor’s assessment of an entity’s

prospects?, such as:

3 This finding is perhaps unsurprising, given that, like IFRS S1, most of the other BEES-related standards
and frameworks either informed (in the case of the CDSB guidance) or are structured around (in the
case of the ESRS and TNFD recommendations) the four core elements of the recommendations of the
Task Force on Climate-related Financial Disclosures (TCFD).

4 The staff assessed the different and more specific disclosure elements as to whether they might be
decision-useful to investors using the qualitative criteria in Appendix D to IFRS S1, ‘Qualitative
characteristics of useful sustainability-related financial information.’

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES- p 4 of 31
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(a) information about how an entity’s governance and risk management policies,
strategy and performance targets are informed by or are aligned with international
agreements or related laws and regulations—particularly those associated with the
2050 goals and 2030 targets of the Global Biodiversity Framework. This is
different from IFRS S1 in that it reflects a biodiversity-linked framework,
however staff notes that such a requirement is similar to the reference in IFRS S2
Climate-related Disclosures regarding how climate-related targets are informed
by ‘the latest international agreement on climate change’ and related jurisdictional

commitments;

(b) information about an entity’s approach to identifying and assessing its

dependencies and impacts in addition to its risks and opportunities;

(©) information about the location(s) of an entity’s assets and activities associated
with significant BEES-related impacts, dependencies, risks or opportunities, and
how to define reportable locations.> This type of disclosure element is explicit in
the location information that other standards and frameworks call for as compared

to more implicit references to location in IFRS S1°;

(d) information about an entity’s nature-related transition plans as part of its strategy

disclosures.’

5 See paragraph 20(c) of Agenda Paper 3A Background on other BEES-related standards and
frameworks (February 2025).

6 For example, IFRS S1 paragraph 33(c) requires disclosure of the trade-offs between sustainability-
related risks and opportunities that the entity considered [in its strategy decision making] (for example,
in making a decision on the location of new operations, an entity might have considered the
environmental impacts of those operations and the employment opportunities they would create in a
community).

7 To the extent an entity is undertaking nature-related activities, such as nature-based solutions, that also

influence greenhouse gas emissions, the entity would disclose information about such activities in
accordance with the climate-related transition plan disclosures in IFRS S2.
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12.  The staff thinks these differences may be relevant to investors’ decision making and the
ISSB may wish to consider these elements of BEES-related information in any future

development or enhancement of its standards or guidance.

13.  The staff thinks that the following areas of difference require additional analysis and

engagement with investors to better understand their potential relevance to investors’

decisions:

(a) information about an entity’s use of stakeholder engagements, including with

affected communities and Indigenous Peoples, to help identify and assess risks;®

(b) information about whether and how an entity’s risk management processes and/or
its strategy resilience assessment takes account of nature-related and financial

system-related systemic risks associated with BEES-related issues;

C information about whether and how an entity applies the ‘mitigation hierarchy’® to
(©) y app g y

strategic decision making and target setting; and

(d) industry-specific information about particular BEES-related topics not currently
covered in the SASB Standards such as invasive species and plastic use and

pollution.

14. Based on feedback from the ISSB, the staff will aim to evaluate further the identified
differences in terms of relevance for investor decisions by conducting additional research,
pursuing coordination with standard setters and framework organisations, and drawing

linkages with findings from the other areas of the BEES research project. This will be

8 SASB Standards include metrics on managing risks/opportunities related to stakeholder engagements
including affected communities and Indigenous Peoples (primarily in the Extractives Sector Standards).

9 The mitigation hierarchy is usually applied at a project or landscape level to structure decisions about
how the impacts of proposed activities on biodiversity and the environment might be mitigated. The
hierarchy involves the steps of 1) avoidance, 2) minimisation, and 3) remediation on-site, and then if any
residual impacts remain after the implementation of the first three steps, 4) biodiversity offsetting off-site.
The steps are sequenced in order of preference from an environmental perspective. (Convention on

Biodiversity).
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part of the next phase of research—synthesising findings and analysing implications for

standard-setting.

Questions for the ISSB

1. What questions do ISSB members have regarding the disclosure elements in the other BEES-
related standards and frameworks, and how those other BEES-related standards and
frameworks compare to IFRS S1 and the SASB Standards? In particular, do ISSB members
have any questions about the areas of difference or greater specificity covered in paragraph

11 or the further research areas detailed in paragraph 137

2. What areas of the BEES-related standards and frameworks raised in this paper beyond the
identified differences do ISSB members think warrant further research or engagement to
usefully inform their thinking about potential future standard setting and how that potential
future work might leverage relevant aspects of other BEES-related standards and frameworks,
as appropriate?

3. Do ISSB members have any questions or clarifications about the content of the background
paper including the common disclosure elements among the other standards and

frameworks?

Analysis

15.  The staff compared disclosure elements'® in each of the other BEES-related standards and
frameworks to those in IFRS S1 and the SASB Standards, noting where disclosure

elements were similar, different or more specific.!! The staff also assessed the decision-

10 A ‘disclosure element’ is used as a term in this paper to refer to a discrete piece of information to be
disclosed under a given standard or framework. Typically, the disclosure elements of the other
standards and frameworks were discrete disclosure requirements or recommendations at a paragraph
or subparagraph level.

" For the purposes of this paper, the term ‘differences’ refers to an initial staff judgement regarding
whether a corresponding disclosure element is not currently represented in IFRS S1 or the SASB
Standards. The term ‘more specific’ refers to disclosures that contain more specific information, typically
BEES-specific information, than an existing disclosure element in IFRS S1 or the SASB Standards. Our

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES-
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16.

usefulness of different and more specific disclosure elements.!? This assessment is

preliminary and is subject to further substantiation or modification based on feedback

from the ISSB and engagement with investors and other relevant stakeholders in later

phases of the research, as well as any technical deliberations and formal consultation that

would be necessary if the ISSB elects to pursue standard-setting. In addition, by noting

differences with and more specificity than IFRS S1, the staff is making no judgement,

explicit or implicit, as to how a difference might be addressed by the ISSB should it

decide to do so (for example, through standards, guidance, educational material, etc.).

In conducting the comparison between IFRS S1 and SASB Standards and the other

BEES-related standards and frameworks, it is important to note that:

(a)

(b)

IFRS S1 is a general standard for the disclosure of material information about
sustainability-related risks and opportunities, so it encompasses but is not specific
to BEES-related subject matter. As such, when compared to IFRS S1 core content
areas (governance, risk management, strategy and metrics/targets), the other
BEES-related standards and frameworks are generally similar in that they specify
broadly similar types of disclosure on things like, for example, governance
structures, risk management processes, and characteristics of targets and metrics
to be disclosed. Differences and areas of more specificity arise primarily for
information particular to BEES-related topics, such as water, pollution, or land use
change, primarily in the core content areas of strategy, metrics and targets, and to

a limited extent governance; and

the SASB Standards are designed to meet investor information needs regarding
the sustainability-related risks and opportunities associated with particular

business models, activities or other common features that characterise

use of the terms ‘similarities,’” ‘differences’ and ‘more specific’ do not necessarily imply anything about
the level of alignment or possibility of future interoperability with other standards or frameworks.

12 See footnote 4.

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES-
related standards and frameworks to IFRS S1 and SASB Standards
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17.

18.

participation in an industry.!* The SASB Standards are organised by general issue
categories, which vary in relevance from industry to industry. SASB disclosure
elements are both quantitative and qualitative and are designed to, either
individually or as part of a set, provide useful information regarding a company’s
performance in relation to a specific general issue category. As a result, the SASB
Standards focus on aspects of a topic that may manifest in ways that are specific
to a particular industry context. In contrast, the other standards and frameworks
included in this analysis are designed primarily to facilitate sector-agnostic
disclosure on one or more nature-related themes or topics for different audiences
with different use cases.'* As such, the other BEES-related standards and
frameworks are difficult to compare with the industry- and topic-based

organisation of SASB disclosure elements.

Therefore, for the purpose of comparison to the SASB Standards, the staff developed a
list of seven BEES-related topics to help categorise the disclosure elements of the other
standards and frameworks. Those topics consist of biodiversity, species and ecosystems;
land use and land use change; pollution; resource use and extraction; waste and

circularity; and water and wastewater. '°

Where differences or additional specificity in disclosure elements were noted from the
SASB Standards, those disclosure elements will need to be evaluated further to determine

whether they are likely to provide decision-useful information to investors across all

13 |IFRS Foundation, Educational material: Using the SASB Standards to meet the requirements in IFRS
S1 (February 2024).

4 Some standards and frameworks, such as those of GRI and TNFD, include additional sector-specific
disclosures. These disclosures are not included in the scope of this paper. See paragraph 18.

5 See paragraph 20(g) of Agenda Paper 3A for the definition of each category. While this topical tagging
provides a framework for comparison, it should be noted that disclosure elements are often complex
and may be similar across topics. These groupings do not represent proposed ISSB categories,
definitions or focus areas. They were established purely to categorise and compare the findings in this
analysis. Any proposed definitions, groupings or categories to be used in future research or standard-
setting are still to be determined.

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES-
related standards and frameworks to IFRS S1 and SASB Standards
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industries or only selected industries. As part of this further research, the staff is

conducting a separate assessment of the BEES-related sector-specific guidance published
by GRI and TNFD, which is not included in the scope of this paper. A comparison of the
published sector guidance to the related SASB Standards will be presented to the ISSB at

a future meeting.

19.  Below, the staff’s findings are organised by the core content areas of governance,
strategy, risk management and metrics/targets. In each core content area, the other
standards and frameworks are compared with IFRS S1 and, where relevant, the SASB

Standards are included.
Governance

20.  Most of the governance-related disclosure elements in the other BEES-related standards
and frameworks are the same as or broadly similar to those in IFRS S1 with minor

differences.

21. For example, all of the governance-related disclosure elements are similar in terms of the
information IFRS S1 requires to be disclosed regarding board-level bodies,
responsibilities, mandates/policies, skills and competencies, oversight of target setting
and monitoring progress towards those targets, and how the board is informed of and

considers sustainability-related risks and opportunities (IFRS S1, paragraph 27).!°

22.  The staff identified five areas in which the governance-related disclosure elements in the
other BEES-related disclosure standards and frameworks are more specific than IFRS S1

and, in some cases, from the SASB Standards:

(a) the CDSB biodiversity application guidance under REQ-01 Governance

recommends disclosing information about whether there are specific governance

6 The SASB Standards contain limited governance-related disclosure elements explicitly focussed on
oversight bodies, processes, responsibilities, etc., although such disclosure is not precluded.

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES-
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(b)

(©)

roles or mechanisms in place for priority geographic areas and for priority
products/services to tackle compliance with the biodiversity-related regulatory

landscape;

the other standards and recommendations specify information to be disclosed on
board and management oversight of an entity’s human rights polices and
governance activities related to stakeholder engagement, particularly with respect
to affected stakeholders, Indigenous Peoples, and local communities.!” The TNFD
recommendations call for such information both as a part of their six ‘general
requirements’ and as a recommended disclosure under Governance (Governance
C). GRI 2: General Disclosure 2021 (GRI 2-29) specifies that an entity should
disclose the purpose, method and category of stakeholders engaged, and the
CDSB application guidance (REQ-02) recommends disclosure of similar
information in both its water and biodiversity guidance. ESRS include
requirements to disclose information about stakeholder engagement, not in
relation to goverance but to strategy and risk management—ie, as an input to
strategic resilience assessments (E4, paragraph 13) and to the risk management

process (E4, paragraph 17);

the GRI Standards and TNFD recommendations both have provisions for
disclosure about how governance policies (and strategy) are informed by
international polices and national regulations.'® For instance, the Nagoya Protocol
is an international agreement that regulates how genetic resources are accessed
and shared. The GRI Standards specify disclosure about compliance with

regulations and measures regarding access and sharing of benefits related to

7 While the core content of IFRS S1 does not reference oversight of human rights policies and activities
related to stakeholder engagement, the SASB Standards do contain some similar disclosure elements,
primarily associated with the topics of (a) biodiversity, species and ecosystems and (b) water and

wastewater.

8 The SASB Standards also differ from other BEES-related standards and frameworks in addressing
access and sharing of benefits and how governance policies (and strategy) are informed by specific
international polices and national regulations.

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES-
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genetic resources and associated traditional knowledge held by Indigenous
Peoples and local communities (GRI 101-3). The TNFD recommendations
(Governance C) also specify disclosure about ‘how equitable access and benefit
sharing has been attained.” More generally, the GRI Standards specify disclosure
about how an organisation’s biodiversity policies or commitments are informed by
the 2050 goals and 2030 targets of the Global Biodiversity Framework (GRI 101-
1) and the UN Sustainable Development Goals (GRI Topic and Sector Standards),
while ESRS E4 Biodiversity and the TNFD recommendations have a similar
disclosure element focussed on ‘alignment with international policy,” but include
it under strategy (E4, paragraph 15, and TNFD, Strategy B) and target-related
disclosures (TNFD, Metrics and Targets C). The CDSB guidance covers this
aspect in both water and biodiversity application guidance (under REQ-02

Management’s environmental policies, strategy and targets).”

23.  The staff believes that the CDSB biodiversity application guidance recommendation for
disclosing information about specific governance roles or mechanisms (paragraph 22(a)
of this paper) is adequately covered in IFRS S1 paragraphs 26 and 27(a)(iv) for

governance, and paragraphs 43—44 for risk management.

24. Specifying additonal information about engagements with affected and other
stakeholders, including Indigenous Peoples and local communities, may be relevant to
investors. In particular, an entity’s BEES-related dependencies, impacts, risks and
opportunities typically arise locally and therefore can affect local communities more
directly than climate change. Indigenous Peoples also tend to reside in ecologically rich,

biodiverse locations and can be directly affected by an entity’s BEES-related impacts or

9 References in other standards and frameworks to international policy, at a minimum, is to the Global
Biodiversity Framework. The ESRS standards also include the Planetary Boundaries for biosphere
integrity and land system changes. The TNFD recommendations and CDSB guidance include the UN
Sustainable Development Goals and the Planetary Boundaries, and the TNFD recommendations also
refer to the Paris Agreement on climate change and to other global reference environmental treaties,
policy goals and system-wide initiatives.
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25.

dependencies. Information about stakeholder engagements, therefore, may be relevant to
an investor trying to assess an entity’s governance oversight and due diligence related to
potential risks and opportunities such as reputational risk, regulatory risk, risks and
opportunities associated with access to traditional knowledge and genetic or other
resources, and license to operate, among others.?? However, the staff believes futher
research is warranted to ascertain whether explicit information on this topic is likely to be
decision useful and, if so, what particular information is needed by investors. Another
question is whether existing provisions of IFRS S1 may be adequate for its disclosure—
for example, IFRS S1 paragraph 27(a)(iii) regarding how ... the [governance] body(s) or
individual(s) is informed—when this information is necessary to meet the objectives of
the Standard.?! Finally, information on an entity’s engagements with Indigenous Peoples
may be more or less relevant in particular jurisdictions, geographies or industries. A
deeper review of the SASB disclosure elements related to this topic also may be

informative.

The staff believes that disclosure about how an entity considers, is informed by or aligns
with international policies, agreements, norms and other expectations—including through
related jurisdictional laws and regulations—is likely to be investor relevant and is not
dissimilar to how IFRS S2 references the ‘latest international agreement on climate
change’.?? When such policies or agreements could reasonably be expected to affect an
entity’s prospects, such information is likely to have predictive or confirmatory value
related to an entity’s governance and oversight of risk management and strategy.

Similarly, disclosure of information about access and sharing of benefits related to

20 |IFRS S1 paragraph 2 states that ‘information about sustainability-related risks and opportunities ... is
inextricably linked to the interactions between the entity and its stakeholders ...’

21 More generally, IFRS S1 requires the disclosure of information on governance that an investor needs to
understand an entity’s oversight of sustainability-related risks and opportunities. If an important element
of such oversight is to engage with stakeholders, Indigenous Peoples and local communities, IFRS S1
may already implicitly require the disclosure of such information.

22 As noted in paragraph 22(c) the other standards and frameworks provide for this type of disclosure in
different core content areas—governance, strategy or target setting.
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genetic resources and associated traditional knowledge held by Indigenous Peoples and
local communities could be investor relevant, for example, in assessing BEES-related
opportunities involving such resources and knowledge, as well as in assessing an entity’s
regulatory and reputational risks. However, being informed by or aligned with BEES-
related international policies, norms, and other expectations covers a much wider
spectrum of potential policies and norms. In addition, information on access to genetic
resources may be highly industry-specific and possibly only relevant in a small number of
jurisdictions. This may have implications for how the ISSB approaches its consideration
of this information in any future disclosure standards and the form by which it specifies

disclosures.

Risk Management

26.

27.

The TNFD recommendations, ESRS and CDSB guidance provide for disclosures that are
virtually identical to or broadly similar to IFRS S1’s paragraphs 43—44, including
addressing information about risk management objectives, an entity’s processes to
identify, assess, prioritise and monitor BEES-related risks and opportunities (inputs, use
of scenarios, considerations of likelihood and magnitude, and process changes) and
whether and how these processes are integrated into the entity’s overall approach to risk

management. >’

The GRI Standards provide disclosure about an entity’s impacts, which are defined as the
effects an entity’s activities or business relationships have or could have on the economy,
environment and people, including on their human rights, which in turn can indicate its

contribution (positive or negative) to sustainable development (GRI 1, section 2.1).

23 The SASB Standards contain similar disclosure elements in some industries, but differ regarding their
specificity on the use of scenarios, integration into overall risk management, etc. These disclosure
elements are primarily associated with the topics of biodiversity, species and ecosystems; land use and
land use change; pollution; waste and circularity; and water and wastewater.
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Similar to the risk management-related disclosures in other standards and frameworks,

GRI 3 provides guidance on identifying, assessing and prioritising impacts.

28.  In the context of risk management-related disclosures, the staff identified several
differences between the disclosure elements in the other BEES-related standards and

frameworks and the requirements in IFRS S1, including:

(a) the TNFD recommendations and ESRS explicitly address disclosure of an entity’s
approach to identifying and assessing its dependencies and impacts as well as its
risks and opportunities. The TNFD recommendations assert that understanding an
entity’s dependencies and impacts on nature is essential to inform a robust
understanding of its risks and opportunities. Hence, the TNFD recommends that
an entity identify and disclose its dependencies and impacts, and delineate in its
disclosure the four types of nature-related issues (dependencies, impacts, risks and
opportunities) and explain the links between them (Conceptual foundations, p.

41).24, 25

(b)  The TNFD recommendations, CDSB guidance, GRI Standards and ESRS specify
disclosure of the degree to which the location or other site-specific information is
considered in the risk management process.>® 2’ For example, in TNFD General
Requirement 3, it states that consideration of the geographic location of an entity’s
‘interfaces with nature—through direct operations as well as upstream and

downstream value chain(s)’—is integral to the assessment of risks and

24 The TNFD is conducting further analysis on the relationship between impacts/dependencies and
risks/opportunities.

25 The SASB Standards risk management-related disclosure elements reference impacts primarily
associated with biodiversity, species and ecosystems. The SASB Standards do not explicitly reference
or require disclosure of dependencies.

26 Similarly, GRI 101 specifies disclosure of information about how an entity has determined ‘which of its
sites and which products and services in its supply chain have the most significant actual and potential
impacts on biodiversity.’

27 See Agenda Paper 3A, paragraph 20(c), for further information on location-based disclosures.
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opportunities and related disclosures in all four core content areas. It is also the
rationale for the TNFD’s ongoing efforts to improve access for report preparers

and report users to reliable location-specific information and data.?®

(c) ESRS E4 Biodiversity and ecosystems calls for disclosure about whether and how
an entity considered systemic risks in its identification and assessment of BEES-
related risks and opportunities. The TNFD recommendations include similar
guidance suggesting that preparers should consider potential systemic risks in
their risk management process, which the TNFD defines to include the
destabilising breakdown of ecosystems (with consideration of ecological
thresholds and tipping points) or of financial systems (triggered by compounding

of nature-related physical and transition risks).

29.  The staff thinks that material information about BEES-related impacts and dependencies
would already be required to be disclosed in accordance with IFRS S1—or, in some
cases, with IFRS S2—when those impacts or dependencies give rise to a risk or
opportunity.?’ However, information about how an entity identifies and assesses its
BEES-related dependencies and impacts in its risk management process may also be
relevant to investors as it is likely to have predictive value regarding an entity’s ability to
effectively monitor a rapidly evolving risk landscape. For example, an entity’s
consideration of its dependencies is an important indicator of its ability to identify, assess
and respond to BEES-related risks. In the staff’s engagements with investors, they have
repeatedly expressed an interest in access to high-quality information about an entity’s
impacts and dependencies, as well as information about how the entity takes those
impacts and dependencies into account in its risk identification and assessment processes.

A question, however, is whether, and if so why, investors need information on

28 The SASB Standards for some industries contain disclosure elements focussed on locations or other
site-specific information related to BEES.

29 See, for example, IFRS Foundation, Educational material Nature and social aspects of climate-related
risks and opportunities (December 2023).

Biodiversity, Ecosystems and Ecosystem Services | Comparison of other BEES- p 16 of 31
related standards and frameworks to IFRS S1 and SASB Standards age 0


https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/ifrs-s2/issb-naturesocialaspectsofclimate-relatedrisks-dec2023.pdf

EEIFRS Staf paper

Sustainability Agenda reference: 3B

dependencies and impacts separately or only information about how impacts and

dependences inform the identification and assessment of risks and opportunities.

30.  Disclosure about whether and how an entity considers location or site differences or
variations (for example, activities, ecosystems, conditions) in its risk management
process also appears relevant to investors, given that BEES-related risks and
opportunities are likely to vary by location. For example, an entity’s identification of
water use as a dependency may or may not result in a risk depending on whether water
use is in a chronically water-stressed location or not, and/or whether it is in a location
suffering from temporary drought conditions.Similar to information on dependencies and
impacts, there is a question as to whether investors seek such information separately or

only information on how it informs an entity’s risk management process.

31.  Finally, the staff thinks that further research is necessary to assess the decision-
usefulness to primary users of information about whether and how an entity’s risk
management process takes into account BEES-related systemic risks. Investors have
expressed mixed views regarding what information they need about systemic risks, where
that information might come from and how it can be used to inform investment decisions
in particular entities. Also, the usefulness of disclosure about systemic risk (and its
consideration in the context of risk management) may be different for financial

institutions than for entities in the ‘real economy.”>’
Strategy

32.  The strategy-related disclosure elements in the TNFD recommendations and in ESRS are

very similar or, in some cases, identical to the corresponding requirements in IFRS S1.

30 In addition, disclosure on how systemic risk is considered in the context of an entity’s strategic
resilience assessment (similar to the ESRS requirement) should be considered in the next phase of
research.
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Specifically, the TNFD recommendations and ESRS align very closely with the IFRS S1

disclosures about:
(a) understanding risks and relevant time horizons (paragraphs 30-31 in IFRS S1);

(b) the effects of risks on the business model and value chain, including where those

risks are concentrated (paragraph 32 in IFRS S1);

(©) an entity’s response to risks and opportunities, its progress against plans, and the

trade-offs considered (paragraph 33 in IFRS S1)3!;

(d)  the effects on financial position, performance and cash flows (paragraph 35 in

IFRS S1); and

(e) the entity’s resilience assessment and its capacity to adjust to uncertainties

(paragraph 41 in IFRS S1).%

33. Th