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Potential Applications of the Long List and Value Chain Map to
Nature-related Risk and Opportunity Analysis

*Each term is abbreviated in this document,
NP: Nature Positive

NPE: Nature Positive Economy

VC: Value Chain




Introduction

- Background and Challenges
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Based on the NPE Transition Strategy
and the roadmap, the Ministry of the

Environment promotes the disclosure of
nature-related information for the
realization of NPE.

One of the main challenges in
undertaking disclosure is the time needed
to determine how business activities
depend on and affect nature, and to
identify the associated risks and
opportunities.

Overview and Objectives

For each priority sector with high dependence
on and impact on biodiversity, and significant
industrial scale, a Long List of nature-related
risks and opportunities and a value chain map,
which organize the list along the VC, have been
developed (collectively, the “Long List and VC
Map”).

The Long List and VC Map streamline the
analysis process in the Assess phase (risk and
opportunity identification) of the LEAP approach
and promote a focus on company-specific
initiatives, such as regional analyses and the
consideration of response measures.

The materials are intended for use not only in
information disclosure but also to support
communication within organizations (across
departments) and with business partners along
the VC and investors.




Relationship between Nature-Related Risks, Opportunities, Business Performance and Financial

Impact

B Nature-related risks and opportunities have a financial impact on organizations, not only through revenue streams and cost bases, but also potentially via
changes in the cost of capital, such as credit risk and premium reratings.

B |n line with the LEAP approach, identifying company-specific risks and opportunities and undertaking actions to avoid or mitigate negative impacts and to
generate positive impacts can lead to further enhancement of corporate value. The Long List and VC Map are intended primarily to streamline the analysis of
risks and opportunities in the Assess phase, thereby enabling greater focus on company-specific initiatives to enhance corporate value, for example,
regional analyses and the consideration of response measures.

Nature-related risks Nature-related opportunities

Physical risks

Resilience Corporate performance

*[llustrative example

Increasing demand and sales of environmentally
friendly products and services through
manufacturing products using sustainable raw

Nature related Mitigating Nature related materials.
risks the impact opportunities

*Illustrative example

Degradation or loss of nature reduces ecosystem
services (provisioning services such as food and raw
materials), which may result in lower yields and sales
of agricultural, forestry and fisheries products and
raw materials, as well as higher procurement costs
due to intensified competition for inputs, etc.

Sustainability performance

Transition risks

*|llustrative example

Investments in initiatives to conserve and areas
important for biodiversity enhance the provision
of ecosystem services (e.g., water supply, soil
maintenance of fertility, nutrient cycling) and
reduce the cost of remediating water and soil

pollution.

*|llustrative example
Failure to adequately address nature-related issues
may erode brand reputation among consumers,

leading to lower demand and sales and the
incurrence of costs to implement measures to
restore reputation.

Strategic Planning and Risk Management

Financial Impact

Revenue Assets and Liabilities

- Income <> Cash flow <P Balance Sheet Guum

) Statement statement . ) )
Expenditure Capital and Financing

Data source: TNFD, "Guidance on the identification and assessment of nature related issues: The LEAP approach" 3



https://tnfd.global/wp-content/uploads/2023/08/Guidance_on_the_identification_and_assessment_of_nature-related_Issues_The_TNFD_LEAP_approach_V1.1_October2023.pdf?v=1698403116

Scenariol: Use Cases for the LEAP Approach, the Long List and VC Map

B TNFD has developed the LEAP approach as an integrated framework for evaluating nature-related issues, including an organization’s interface with

Evaluate, Assess, and Prepare for disclosure.

nature, its dependencies and impacts, and the resulting risks and opportunities. The LEAP approach involves scoping, followed by the steps of Locate,

B To streamline the identification of risks and opportunities in the Assess phase, in particular and to encourage greater focus on company-specific,

location-based analyses and response measures, a Long List and a VC Map have been formulated.

The interface with nature

Evaluate
Dependencies & impacts

Assess
Risks & opportunities

To respond & report

L1 Span of the business
madel and value chain

What are our organisation’s activities by sector and
value chain? Where are our direct operations?

Dependency and

impac  screening
Which of these s¢ -tors, value chains and direct
operations are as: ociated with potentially moderate
and high depende cies and impacts on nature?

Interface
L3 with nature

Where are the sectors, value chains and direct
operations with potentially moderate and high
dependencies and impacts located?

Which biomes and specific ecosystems do our direct
operations, and moderate and high dependency and
impact value chains and sectors, interface with?

L4 Interface with
sensitive locations

Which of our organisation's activities in moderate and
high dependency and impact value chains and sectors
are located in ecologically sensitive locations?

And which of our direct operations are in these
sensitive locations?

E1l Identification of environmental
assets, ecosystem services

and impact drivers

What are the sectors, business processes or activities to be
analysed? What environmental assets, ecosystem services
and impact drivers are associated with these sectors,
business processes, activities and assessment locations?

E2 Identification of
dependencies and impacts

What are our dependencies and impacts on nature?

Dependency and impact

measurement

What is the scale and scope of our dependencies
on nature?

What is the severity of our negative impacts on
nature? What is the scale and scope of our positive
impacts on nature?

E4 Impact materiality
assessment

Which of our impacts are material?

Data source: TNFD "Recommendations of the Task Force on Nature-related Financial Disclosures"

Risk and opportunity
identification

What are the corresponding risks and opportunities
for our organisation?

Adjustment of existing risk
A2 mitigation and risk and
opportunity management

What existing risk mitigation and risk and opportunity
management processes and elements are we

already applying?

How can risk and opportunity management processes
and associated elements (e.g. risk taxonomy, risk
inventory, risk tolerance criteria) be adapted?

Risk and opportunity
A3 measurement and
prioritisation
Which risks and opportunities should be pricritised?

Risk and opportunity
A4 materiality assessment

Which risks and opportunities are material and
therefore should be disclosed in line with the
TNFD recommended disclosures?

P1 Strategy and resource

watis - References drawn from quidance \
published by international initiatives
and public disclosures by leading

Japanese companies.

*The materiality, time horizons, priority
geographies of risks and opportunities need to
be determined by each company based on its
business model and operations

/

P4 | Presentation

Where and how do we present our
nature-related disclosures?


https://tnfd.global/wp-content/uploads/2023/08/Recommendations-of-the-Taskforce-on-Nature-related-Financial-Disclosures.pdf?v=1734112245
https://tnfd.global/wp-content/uploads/2023/08/Recommendations-of-the-Taskforce-on-Nature-related-Financial-Disclosures.pdf?v=1734112245
https://tnfd.global/wp-content/uploads/2023/08/Recommendations-of-the-Taskforce-on-Nature-related-Financial-Disclosures.pdf?v=1734112245

Scenario2: Use Cases for the LEAP Approach, the Long List and VC Map

B To prepare for the Assess phase, each company needs to identify and specify its nature-related risks and opportunities—reviewing relevant guidance,
extracting risks and opportunities, translating the information into Japanese, and consolidating and synthesizing it—which requires substantial

information processing.

B Leveraging the Long List can omit some of these initial steps, and using the VC map provides an overview of the key risks and opportunities by priority

focus area or by VC stage; it can also serve as a communication tool with internal and external stakeholders. (See following pages for details.)

B |t should be noted that the risks, opportunities, and response measures identified in the Long List and the VC Map need to be scrutinized based on the
results of the LEAP approach’s Locate (e.g., identification of locations most exposed) and Evaluate (e.g., specification of dependency and impact pathways
arising from pressures and external drivers) analyses, taking into account their relevance to the company'’s business.

A

AssessPhase

Common risk and opportunity identification process

A

Narrowing individual risks and opportunities

A

Review relevant

guidance

Extraction of
risks and
opportunities

Translation
into Japanese

Consolidation
and
development of

Measure and
prioritize

Materiality
Assessment

W Critically review
guidance issued by
TNFD, WBCSD, and
other initiatives to
identify those
applicable to the
company.

B Extract all risks and

opportunities from the
selected guidance
documents.

B Translate relevant

content to enable
efficient internal review
and discussion.

By leveraging the Long List and the VC Map, these
identification steps can be streamlined and shortened.

an overview

B Consolidate and

rationalize risks and
opportunities that are
described differently
across guidance.

Grasp the overall
picture of the risks and
opportunities related to
the sector and the
company.

B In-depth exploration of

risks and opportunities
related to sectors and
company-specific
initiatives (details based
on business
environment and
operating content, etc.)

Measure risks and
opportunities using
appropriate metrics

W Evaluate and identify

risks and opportunities
that are material for the
company and should
be disclosed in
accordance with TNFD
recommendations




B The Long List and the VC maps are intended primarily to be used as inputs for identifying and prioritizing material risks and opportunities relevant to the
company, mainly to the departments responsible for TNFD disclosure.

B They can also be used as communication aids in engagements with internal and external stakeholders (e.g., for risk/opportunity analysis and consideration
of response measures).

B Furthermore, in dialogue with financial institutions and investors, they can be used to evidence the identification and prioritization of key risks and
opportunities and to communicate progress on implementing response measures.

vs. Management

B Use to articulate and make the
case for integrating nature-
related risks, opportunities, and
response measures into
corporate and business strategy.

vs. VC Companies

B Use to identify risks and
opportunities that propagate
across the VC and to structure
dialogues with
upstream/downstream partners
on response options.

vs. Departments/ Business Units

B Use as a discussion starter to
conduct prioritization of risks and
opportunities based on the
business context.

TNFD
Department in charge, etc.

Identifying and prioritizing risks and
opportunities that are important to
the company

vs. Financial institutions and investors

B Use to communicate to financial
institutions and investors, as part
of securing financing and
investment, that key nature-related
risks and opportunities have been
identified and that response
measures are being advanced.
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