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Disclaimer: The content of this report reflects as best as possible the landscape of voluntary business frameworks and
standards, and public policies and regulations relevant to sustainability (with a focus on climate and nature) in the food and
agriculture sector, as of January 2024. The landscape continues to evolve so readers are encouraged to check for subsequent
developments. Please message info@folu.org if you have comments, additions and/or updates to the contents presented here.

The contents and opinions expressed herein are those of the authors and do not necessarily reflect the views of the associated
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work in to limit the impact of the climate crisis, restore
nature and tackle inequality.

*«  We Mean Business Coalition: The coalition works with
the world's most influential businesses to take action
on climate change. Together, the Coalition catalyzes
business and policy action to halve emissions by 2030 and
accelerate an inclusive transition to a net-zero economy.
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(1) Context

Today's food and land use systems are no longer working optimally for people and the planet.' Many
struggle to access healthy and affordable food. More than 700 million people globally faced hunger regularly
throughout 2022.2 Global demand for food is estimated to increase by 35-56% by 2050.3 At the same time,
producing food is also damaging the environment. Food systems contribute approximately one third of total
global greenhouse gas emissions annually,* are the largest drivers of ecosystem conversion® and biodiversity
loss® and account for approximately 70% of freshwater withdrawals globally.’

While food and land use systems are now recognized as primary causes of the climate and nature crisis, they
are also seen as critical to the solution. Land-based mitigation strategies can contribute over a third of the
mitigation potential needed to achieve the Paris Agreement's goal to limit global warming to 1.5°C.2 and it is
possible to exceed this estimate by protecting natural carbon sinks, such as intact tropical forests.® Therefore,
transforming food and land use systems is crucial to keeping the 1.5°C Paris target within reach, as highlighted
in the recent COP28 UAE Declaration on Sustainable Agriculture, Resilient Food Systems and Climate Action.™
Alongside this, the COP28 Presidency and the UN High Level Climate Champions developed the ‘Nature
Positive for Climate Action - A Call to Action'," focused on protecting nature as a critical lever for meeting the
goals of the Paris Agreement. The emphasis on food and land use systems at COP28 sends a clear signal that
governments and non-state actors, including businesses, are increasingly focused on accelerating action to
transform our food and land use systems.

Importantly, companies within the food and agriculture sector have an outsized role in driving this
transformation. As the world increases its focus on food and land use systems, there has been a similar
increase in the development of relevant voluntary business frameworks. These frameworks aim to support
food and agriculture companies to develop, deliver and report on science-based climate and nature strategies.
While there are still some outstanding technical challenges that need resolution, these voluntary frameworks
are increasingly important for business leaders and decision-makers in the sector.

This report aims to support business leaders in the food and agriculture sector, including those working
in sustainability, compliance, public affairs, risk, and strategy teams, by demystifying several of the
most important climate and nature frameworks and explaining how they relate to each other. Critically,
this report shows how emerging frameworks are increasingly influencing new regulation and concludes
that businesses that are already working to deliver voluntary targets will find the introduction of new
regulation less disruptive to their business operations. For those that are lagging, there is a risk not only

of business disruption when regulations come into force, but also of penalties for non-compliance.




(2) Overview of key
voluntary frameworks

In the last five years, there has been a significant increase in the number of voluntary frameworks that aim
to support companies to develop ambitious sustainability strategies. The landscape of voluntary frameworks
continues to evolve rapidly to align with the best available science, account for new sustainability priorities
and provide sector-specific guidance where needed. To date, companies' engagement with voluntary
standards and frameworks has largely focused on two areas: i) setting targets and strategies for greenhouse
gas (GHG) mitigation, and ii) building capacity for climate disclosures.' The leading voluntary frameworks
focusing on climate mitigation for the food and agriculture sector are: i) the Task Force on Climate-related

Financial Disclosures (TCFD);" ii) the Science Based Targets initiative's (SBTi) Forest, Land and Agriculture
(FLAG) Sector Guidance, published in 2022;" and iii) the Greenhouse Gas (GHG) Protocol draft ‘Land Sector
and Removals Guidance', first published in 2022 and due for completion in 2024." The TCFD's disclosure
recommendations have been incorporated into the International Sustainability Standards Board's (ISSB)
standards — IFRS S1and IFRS S2 (more information provided in Box 1)."® This marks the completion of the
TCFD's work and the Task Force will be disbanded.’

With the adoption of the Kunming-Montreal Global Biodiversity Framework (GBF)" in 2022, there is now an
additional focus on the need for nature protection and restoration targets, and the integration of nature into

climate transition plans.’ Most importantly, the GBF commits governments to adopt policies that halt and
reverse nature loss by 2030.7 " This goal is consistent with the ‘Nature Positive' goal, developed by the Nature

Positive Initiative,” which provides a global target for nature for all actors, including businesses, to achieve.?°

Together, the forthcoming Science Based Targets Network's (SBTN) corporate targets and recommendations

for nature,? and guidance from the Taskforce on Nature-related Financial Disclosures (TNFD),?? will support
companies to set, deliver and report against nature strategies and targets." If the SBTi and the TCFD support
companies in reducing emissions and achieving net zeroY, the SBTN and the TNFD will support companies to
do the same for nature. Ultimately, companies will be expected to utilize all these frameworks jointly to set
and disclose ambitious and holistic climate and nature strategies.

i Climate disclosures tell investors, regulators and other stakeholders how a company’s activities affect and are affected by
climate change. This is performed on either a voluntary basis or mandatory basis, and takes the form of publicly available infor-
mation that includes the company's GHG emissions footprint and its exposure to climate-related financial risks.

ii In recognition that the goals of the Paris Agreement cannot be met without nature, the COP28 Presidency and the UNFCC Climate
Champions Team developed ‘Nature Positive for Climate Action — A Call to Action’ with five key asks for non-Party stakeholders to
help achieve Nature Positive as a global societal goal which they define as 'Halt and Reverse Nature Loss by 2030 on a 2020 base-
line, and achieve full recovery by 2050'. Put simply, Nature Positive is about ensuring more nature in the world in 2030 than in 2020
and continued recovery after 2030. The five key requests of the call to action are: 1) put nature at the heart of climate transition
plans; 2) increase investments in nature-based solutions; 3) set science-based targets for climate and nature; 4) assess, manage and
disclose climate and nature related risks, impacts and dependencies; 5) address deforestation risk, without which net zero targets
will be out of reach. (Source: https://climatechampions.unfccc.int/system/nature-positive-for-climate-action/)

iii In particular, Target 15 of the GBF will require all large businesses and financial institutions to assess and disclose their risks,
impacts and dependencies on biodiversity. As governments will need to make clear in their National Biodiversity Strategy and
Action Plans (NBSAPs) how they plan to deliver the targets of the GBF, this signals the need for businesses to step up their efforts
to reduce their negative impacts as well as to restore and regenerate ecosystems to protect biodiversity. For more information,
read Business for Nature's recommendations to governments on how to implement Target 15.

iv The Nature Strategy Handbook provides the key components of a credible nature strategy for business, as well as signposts to
relevant frameworks and resources, including the SBTN and the TNFD.
% Net zero emissions are achieved when anthropogenic emissions of greenhouse gases to the atmosphere are balanced by anthropo-

genic removals over a specified period (Source: Intergovernmental Panel on Climate Change). The SBTi published in 2021 the world's
only science-based framework for corporate net-zero target setting. (Source: https:/sciencebasedtargets.org/net-zero)
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Eva Zabey, CEO,
Business for Nature Coalition, said:

“In Target 15 of the Global Biodiversity Agreement,
governments have committed to requiring all

large companies and financial institutions to

assess and disclose their biodiversity-related risks,
impacts and dependencies by 2030. We now need
businesses to step up and harness the voluntary
frameworks available. This is an important step
towards mandatory disclosure which is critical to
level the playing field and drive informed business
and investment decisions in support of sustainable
practices. By developing a credible corporate
nature strategy, approved at the most senior level, a
business is more likely to deliver concrete actions to
contribute towards halting and reversing biodiversity
and nature loss by 2030, and to meet increasingly
stringent regulatory requirements on nature.”
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Figure 1 provides an overview of some of the key voluntary frameworks that companies can use to establish
baselines, set targets and make disclosures for both climate and nature strategies. Further details about
voluntary frameworks are outlined in Boxes 1 and 2 at the end of this section."

Figure 1: Overview of key voluntary frameworks that companies can use to set and deliver
science-based climate and nature strategies"
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vi Boxes 1 and 2 in this report provide an overview of the GHG Protocol, the SBTi FLAG Guidance, the TCFD, the TPT, the ISSB, the SBTN

and the TNFD. More information about CDP and the Global Reporting Initiative can be found on their websites and in this footnote.
While the IFRS's ISSB develops standards for sustainability-related disclosures to investors, the Global Reporting Initiative (GRI) de-
velops standards for companies to publicly disclose sustainability-related information to a wider range of stakeholders (learn more in
this Memorandum of Understanding between the IFRS and the GRI).

CDP provides a publicly accessible platform for companies, cities, states, regions and public authorities to disclose their environmen-
tal impact on climate, water and forests.

vii Figure 1is based on the High-level Business Actions on Nature ACT-D (Assess, Commit, Transform and Disclose) framework and
extends it to climate. The ACT-D framework was developed in a collaboration by the Capitals Coalition, Business for Nature,
WBCSD, the TNFD, the SBTN, the World Economic Forum and WWF and supported by many other key organizations.

For a more comprehensive set of guidance and tools on Nature, refer to the Nature Strategy Handbook. The handbook is a prac-
tical guide to help businesses develop a credible nature strategy and meet the requirements of relevant frameworks, guidance
and regulations in the space.

For further resources on the ‘Transform' component of the ACT-D framework for food and agriculture companies, refer to
WBCSD's Roadmap to Nature Positive: Foundations for the Agri-Food System (Row Crop Commodities) and Business for Nature's
Agri-Food Overview.
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Voluntary standards and frameworks have played an important role in raising corporate ambition levels,

and the number of companies signing up to these has increased rapidly. More than 410 companies in the
Agriculture, Forestry and Other Land Use (AFOLU) sector' have set, or committed to set, approved emissions
reduction targets with the SBTi.2 Of these, only a small handful have updated their targets in line with the
Forest, Land and Agriculture (FLAG) Guidance published in 2022 and the remaining companies will have to
follow suit to retain the SBTi's validation.* The publication of the GHG Protocol ‘Land Sector and Removals
Guidance' (in 2024) may have some impact on companies’ SBTi target setting and they will be given time after
publication to adapt their targets as needed.”

Despite this, many food and agriculture companies are still not making enough progress on the ground and
with the speed required.?* Emissions from agricultural production need to reduce by approximately 30% by
2030 to align with the Paris Agreement.? Yet, food systems emissions are projected to increase by 2030 in

the absence of accelerated action.?® Food companies that are not directly involved in growing, harvesting

or rearing food still share the responsibility for reducing emissions from agricultural production and land use
change because these sit within their Scope 3 GHG inventory* and account for a significant proportion of their

total emissions. However, according to the World Benchmarking Alliance, of the 350 most influential food and
agriculture companies, 165 are yet to disclose any Scope 3 commitments*, despite the publication of the SBTi
FLAG Guidance in September 2022.7

It is important to acknowledge that there are several reasons why it can be hard for food and agriculture
companies to tackle Scope 3 emissions. Three of the most important factors are:

@ Supply chain complexity and data monitoring limitations: Food production can involve long and
complex value chains and Scope 3 emissions often occur beyond a company's direct control. This
complexity means it can be challenging and expensive to achieve full traceability across the value
chain. This is exacerbated by data limitations, particularly given the lack of primary data available at
farm and landscape level as well as high monitoring costs.?®

@ Cost implications: Implementing climate and nature solutions to reduce Scope 3 emissions frequently
requires upfront investment to scale solutions and develop new markets. In some instances, it leads
to increased Operating Expense (OpEx) costs. See the second report from the Future Fit Food and
Agriculture series, ‘The financial implications of mitigating agriculture and land use change emissions
for businesses', for analysis of costs and benefits to the sector.

viii As of January 2024 and out of a total of over 7000 companies across all sectors that have set, or committed to set, approved
emissions reduction targets with the SBTi. (Source: https:/sciencebasedtargets.org/companies-taking-action)
ix The 12 companies are: Charoen Pokphand Foods Public Company Limited, Danone, Domino's Pizza Enterprises (Australia entity),

Dr. Martens plc, Heineken N.V., John Lewis Partnership, Mars Inc., Philip Morris International, Remy Cointreau, Sodexo S.A. (global
entity), Sodexo Limited (UK entity), Tesco.

X Companies with existing, validated SBTi targets and who meet the requirements to set FLAG targets must add a FLAG target
within six months after the release of the final version of the GHG Protocol Land Sector and Removals Guidance (Source: https:/
sciencebasedtargets.org/resources/files/SBTiFLAGGuidance.pdf)

Xi Scope 1 emissions are direct emissions from owned or controlled sources. Scope 2 emissions are indirect emissions from the
generation of purchased energy. Scope 3 emissions are all indirect emissions (not included in Scope 2) that occur in the value
chain of the reporting company, including both upstream and downstream emissions. Examples of Scope 3 emissions include the
emissions of a company's suppliers or those released when their product is used. (Source: Greenhouse Gas Protocol.)

xii Data drawn from the 2023 Food and Agriculture Benchmark of the World Benchmarking Alliance.
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Outstanding technical questions: Despite several voluntary frameworks providing more clarity on many
technical issues, some technical questions remain which require further examination and consensus.
For example, two critical issues that need resolution to enable consistent accounting for Scope 3
emissions reduction and carbon removals, within and beyond a company's value chain are: i) the need
for consensus on how companies should monitor the permanence of carbon removals and ii) the
standardization of accounting systems used for in-value-chain emissions reductions and removals.?

However, the reality is that consumers expect, and increasingly legislators demand, that companies set

ambitious climate and nature targets that are concretely backed up with action. In addition, businesses are

increasingly confronting high costs of inaction as a result of yield loss and reduced supply chain resilience in

the face of rapid climate change such as more frequent and extreme weather events.? Therefore, whilst some

outstanding technical questions remain, companies should utilize existing and emerging voluntary frameworks

to set climate and nature targets and accelerate the implementation of mitigation solutions where possible.

Fortunately, many technical questions are expected to be answered via finalization of the GHG Protocol Land

Sector and Removals Guidance in 2024. In the meantime, FLAG sector companies can already make Scope 3
emissions reduction commitments using the published SBTi FLAG Guidance and draft GHG Protocol Guidance.

Diane Holdorf, Executive Vice President, "Food system transformation is a central solution
Pathways, WBCSD (World Business to climate change. Business accountability and
Council for Sustainable Development), transparency is key for delivering the needed
said:

Xiii

Xiv

transitions and building trust in performance. The
emerging climate and nature business frameworks
and standards are increasingly influencing new
policy which will help level the playing field for
business performance.

Aligning business strategy and disclosure with
these frameworks enables food and agriculture
companies to make better decisions by integrating
climate and nature-related risks and opportunities
in product and business model innovation and
delivery. Critically, this will also align financial
markets with scaling the solutions that work,
enabling capital to be deployed to companies and
solutions that drive much-needed climate action in
the sector.”

When accounting for carbon removals, there is a risk that stored carbon will be (re)emitted into the atmosphere, referred to as
‘the risk of non-permanence’. Sequestered carbon - especially on working lands — can be re-emitted into the atmosphere, either
via anthropogenic actions (e.g. deforestation, tillage) or natural events (e.g. storms, fires). Monitoring the permanence of carbon
removals is difficult and expensive for food and agriculture companies to put into practice. (Source: BeZero. (2023, September 21).
Non-Permanence. BeZero Carbon. https:/bezerocarbon.com/insights/bezero-carbon-risk-factor-series-non-permanence/)
Voluntary frameworks still need to agree on key considerations, including whether carbon credits generated in areas adjacent

to a company's sourcing area can be accounted for in the company's science-based targets, or whether they should be limited
to Beyond Value Chain Mitigation ('Beyond value chain mitigation' [BVCM] refers to mitigation action or investments that sit
outside of a company's value chain. Please find more information in Box 1). The GHG Protocol draft guidance on Land Sector
and Removals, dated September 2022, defines insets as activities taking place only within a company's value chain that must

be certified as a carbon credit (Source: https:/www.wbcsd.org/contentwbc/download/14797/210459/1). In contrast, the Interna-
tional Platform for Insetting includes activities around a company'’s value chain within insets and does not require carbon credit
certification (Source: International Platform for Insetting, https:/www.insettingplatform.com/wp-content/uploads/2022/03/IPI-In-
setting-Guide.pdf)
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Box 1: Overview of key frameworks for climate strategies

XV

XVi

The Greenhouse Gas Protocol (GHG Protocol) is fundamental to any carbon accounting system and is widely used
by companies.* The GHG Protocol Land Sector and Removals Guidance, which is specifically for the AFOLU sector,
was released in draft form in September 2022. This Guidance is expected to be finalized in 2024 after undergoing

extensive consultation.

Accounting for land-based GHG emissions reductions and carbon removals in corporate value chains remains
challenging for several reasons. First, complex agricultural value chains make it difficult to achieve traceability across
the full value chain. Second, the lack of data on GHG emissions and removals by farm or supplier often prevents

a purchasing company from credibly claiming that a given product has lower net emissions than the industry
average. Third, the permanence of carbon sequestration varies, and uncertainties surrounding the permanence and
appropriate monitoring and risk management of soil and pasture carbon sequestration have been holding back the

development of carbon accounting approaches for in-value-chain carbon removals.*®

Produced in response to these complexities, and at the request of businesses calling for more guidance, the GHG
Protocol Land Sector and Removals Guidance will be a critical resource for food and agriculture companies for
establishing an emissions baseline and accounting for land-based emissions and removals. Once finalized, the
guidance will outline detailed methods for companies to account for and report on GHG emissions and removals
associated with land-based products, land use change, carbon removals and storage, biogenic products, and other

activities.

first sectoral guidance to help companies in land-intensive sectors set science-based targets for land-based

emissions reductions and removals in line with Paris Agreement Targets. Published in 2022, the SBTi FLAG Guidance
has created clarity around standards for no-deforestation, ' value chain emissions reduction and removal targets
for the AFOLU sector. Importantly, the SBTi FLAG Guidance aligns with the GHG Protocol on measurement and
accounting for emissions reductions and carbon removals. The SBTi FLAG Guidance may need to be updated when
the GHG Protocol Land Sector and Removals Guidance is finalized. The SBTi will require companies to properly
account for FLAG-related emissions and removals in compliance with the GHG Protocol Land Sector and Removals
Guidance six months after its release.

The SBTi's approach on Net Zero and Beyond Value Chain Mitigation: In 2021, the SBTi released the Corporate
Net-Zero Standard, which clarified how much in-value-chain abatement companies should deliver to align with a
science-based 1.5°C pathway. The SBTi recognizes that the FLAG sector — as well as other sectors — will have residual
emissions which cannot feasibly be eliminated by 2050 and therefore these residuals must be neutralized through
the permanent removal and storage of carbon from the atmosphere. The SBTi is undertaking research to determine
eligible solutions, technologies, and associated guardrails to ensure permanence of neutralization, which will be
included in future iterations of the Corporate Net-Zero Standard. This is expected to clarify whether land-based

removals can be used to achieve neutralization and if so under what circumstances.

As of 2016, 92% of Fortune 500s companies that disclosed their carbon accounting through the Carbon Disclosure Project (CDP)
either used the GHG Protocol directly or went through a programme based on the GHG Protocol to do so. (https:/ghgprotocol.
org/about-us)

The SBTi FLAG Guidance requires companies to publicly commit to no-deforestation across their primary deforestation-linked
commodities with a target date of no later than 31 December 2025 (and cut-off date no later than 31 December 2020). (Source:
https:/sciencebasedtargets.org/resources/files/SBTiIFLAGGuidance.pdf)

The cut-off date specifies the permissibility of deforestation or conversion based on the timing of events on the ground. A cut-off
date for deforestation set in the future would continue to incentivize deforestation until that future date. Therefore, a cut-off date
is often set retroactively to discourage further clearance of forests. (Accountability Framework Initiative - Operational Guidance
on Cutoff Dates).
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Box 1 continued: Overview of key frameworks for climate strategies

XVii

xviii

The SBTi's Corporate Net-Zero Standard also defines the concept of ‘beyond value chain mitigation' (BVCM) and
recommends that companies deliver additional emissions reductions and removals outside of their Scope 1, 2 and 3
inventories to accelerate global progress towards net zero and to account for unabated emissions as they transition
their business models over the coming decades. Companies can deliver BVCM through the purchase and retirement
of carbon credits, in addition to other funding mechanisms. It is important to note that a company cannot count the
mitigation from outside its value chain towards abatement targets under the SBTi Corporate Net-Zero Standard.

The SBTi's newly released report on BVCM provides further recommendations on how companies can design and

implement high-impact and high-integrity BVCM strategies and articulates the business case for doing so.

The Task Force on Climate-related Financial Disclosures (TCFD), established by the Financial Stability Board

in 2015, developed a framework (first released in 2017) to help public companies and other organizations more
effectively disclose climate-related risks and opportunities through their existing reporting processes. This includes
but is not specific to the AFOLU sector. While the TCFD began as a voluntary set of recommendations, it is now
the common framework used to inform existing and proposed national legislation on climate disclosure in the US,
Canada, EU, Japan, New Zealand, Singapore, Switzerland, the UK and other countries (see Box 5).*' The TCFD will
wind down in 2024 as its disclosure recommendations have been integrated into the International Sustainability
Standards Board (ISSB).

The International Sustainability Standards Board (ISSB), set up by the International Financial Reporting Standards
Foundation (IFRS) and announced at COP26 in 2021, has four key objectives: i) to develop standards for a global

baseline of sustainability disclosures; ii) to meet the information needs of investors; iii) to enable companies to
provide comprehensive sustainability information to global capital markets; and iv) to facilitate interoperability
with disclosures that are jurisdiction-specific and/or aimed at broader stakeholder groups.®? The TCFD disclosure
recommendations are already fully incorporated into the ISSB's International Financial Reporting Standards — the
IFRS ST and the IFRS S2*ii - and, in 2024, the ISSB will take over the responsibility for monitoring progress on
companies' climate-related disclosures from the TCFD, marking the end of the TCFD as an entity.*

In 2024, the ISSB is expected to announce its two-year work plan, clarifying how it will enhance its standards to
include guidance on nature and social aspects of disclosures.?* On nature, this would potentially build on the TNFD
recommendations (see Box 2).3°

The Transition Plan Taskforce (TPT) is an initiative that was launched by the UK Government in April 2022 with a
two-year mandate post-COP26 to develop the gold standard for private sector net-zero transition plans. In October

2023, the TPT released its final disclosure framework, as well as specific sector guidance for the Food & Beverage

sector. The TPT Framework aims to complement the ISSB's requirement for companies to disclose their climate-
related transition plans (aligned to the TCFD), by providing a tool for companies to develop and report their net-zero

transition plans.®

The IFRS S1is the International Financial Reporting Standards - S1‘General Requirements for Disclosure of Sustainability-related

Financial Information’
The IFRS S2 is International Financial Reporting Standards — S2 ‘Climate-related Disclosures'
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Box 2: Overview of key frameworks for nature strategies

The Science Based Targets Network (SBTN) helps companies assess their impacts across the environment,
including climate, and then set targets to protect and restore nature across biodiversity, land, freshwater and
ocean. This comprehensive approach to address nature and climate impacts together encourages companies
to implement more holistic solutions over singular “silver bullet” ones that might maximize the outcome of one
environmental indicator over another.

The current draft of ‘Land’ targets provide a methodology for the food sector to achieve nature goals in land
systems. They build on and complement SBTi's FLAG guidance, incentivizing corporate action beyond GHG
emissions reductions to address the overall needs of the environment. SBTN's Land targets include guidance for
companies to set targets to halt conversion of natural ecosystems, reduce their agricultural land footprint and
improve the ecological and social conditions of landscapes, including agricultural lands, by engaging with other
stakeholders.

A beta version of the Land targets are currently available and were piloted by a cohort of companies in 2023-24.
A version 1.0 will be published in mid-2024 informed by the pilot learnings. The SBTN has also released Freshwater
targets (Version 1) and the first Ocean targets will be available for companies in 2025. By setting these targets
companies are addressing the dominant drivers of biodiversity loss. This guidance is part of the SBTN's Step 3-

‘Measure, Set and Disclose'. Before companies set targets, they must first assess and prioritize their environmental
impacts:

« Step 1-'Assess: companies determine which environmental impacts, including climate, need to be addressed

with targets, and which parts of their business they should deal with first. Regardless of sector, geographic
location, or level of sustainability experience, at the end of this step companies will have estimated their value
chain-wide impacts and dependencies on nature, resulting in a list of potential ‘issue areas' and value chain
locations for target setting.

+  Step 2 - 'Prioritize": companies determine which science-based targets to set, which locations and economic
activities to include within their target boundaries, and where to act first to effectively mitigate the most

significant negative impacts on nature and increase the potential for positive impacts.

The Taskforce on Nature-related Financial Disclosures (TNFD) is a risk management and disclosure framework for
organizations to report and act on evolving nature-related risks. The framework, released in September 2023, aims
to support businesses to increase their understanding of their dependencies and impacts on nature. It encourages
companies to integrate associated financial risks and opportunities into their corporate strategies. The TNFD
makes 14 disclosure recommendations which are closely aligned to the TCFD and organized across the same four
categories: i) governance; ii) strategy; iii) risk and impact management; and iv) metrics and targets.

Similar to the SBTN steps 1 ‘Assess’ and step 2 'Prioritize’, the TNFD developed the LEAP approach - ‘Locate,
Evaluate, Assess and Prepare’ - which helps companies to identify, assess and disclose nature-related issues in

their value chains.

While the TCFD is being absorbed into the ISSB, the TNFD remains an independent organization. However, the
ISSB ‘will look into the TNFD recommendations — where it relates to meeting the information needs of investors —
in its future work."” With the TNFD framework now available, 320 companies and financial institutions have joined
the inaugural cohort of the TNFD Adopters, with 185 of them intending to publish TNFD-aligned disclosures for

their financial year 2024 or earlier, and 135 for their financial year 2025.38
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(3) Overview of key mandatory
frameworks and regulations

Given the lack of sufficient on-the-ground progress from the food and agriculture sector, and the worsening
crises posed by climate change and nature degradation, policymakers in several countries are using existing
voluntary standards to inform the development of new regulation. European countries and the US are among
those leading this trend, with more countries expected to follow suit. Much of this recent legislation focuses

on mandatory due diligence and disclosure, such as the EU Directive on corporate sustainability due diligence
(CSDD),* the EU Corporate Sustainability Reporting Directive (CSRD),*° the EU Regulation on deforestation-
free products (EUDR),* and mandatory Scope 1 and Scope 2 reporting from the Securities and Exchange
Commission (SEC) in the US.*? These regulations demand greater levels of supply chain transparency and
public reporting on sustainability strategies from food and agriculture companies. They also carry significant
near-term costs for non-compliance.

Eija Hietavuo, VP Corporate Affairs, "Transforming our complex food systems requires
Tetra Pak, said: systems thinking and collaboration between
stakeholders across the entire value chain. This
includes a holistic approach from policymakers to
ensure that regulations and incentives really enable
and accelerate the transition and reflect the
inextricable links between healthy people and a
healthy planet.”




For example, the EUDR came into force in June 2023 and will be in fully implemented by the end of
December 2024. It prohibits several commodities and their derivative products from being placed on the

EU market unless they are proven to be free of deforestation and forest degradation and imposes a due
diligence mandate, with sample-based monitoring on companies to ensure products are deforestation-free.*®
Companies unable to comply with this regulation will face penalties, including fines of up to 4% of annual
European revenues, making non-compliance potentially costly. As a hypothetical illustration, consider a large
European coffee manufacturer generating €5 billion in annual revenues. Sourcing certified deforestation-free
coffee will increase the cost of purchased coffee by between 1% and 6%,* leading to an estimated increase in
costs to the business of approximately €10-65 million per year. This compares favourably with the €200 million
penalty*™ that they could face for non-compliance, even before considering other possible penalties such as
product confiscation and public procurement bans.*®

Whilst many of the legislative examples highlighted in this report are still in draft form (see Boxes 3, 4 and 5),
the direction of travel is clear - policymakers are increasingly willing to consider and introduce legislation
that forces food and agriculture companies to set, deliver and report against more ambitious climate and
nature strategies. This is particularly true in the case of climate risk disclosure. Several governments, including
those of the EU and UK, are using the TCFD recommendations and the ISSB Standards as the basis for
mandatory climate disclosures (see Box 5 for more information).*¢ Beyond this, it is likely that the development
of legislation will pick up pace as key technical questions are resolved and science-based guidelines are
developed for critical issues such as in-value-chain carbon removals and biodiversity target setting.

There is therefore a strong case for forward-thinking companies to go beyond what is needed to comply
with existing legislation. Companies that are already working to deliver against voluntary targets and
disclosures will find the introduction of new climate and nature related regulations far less disruptive to their
business operations as they will be ahead of the game when it comes to the implementation of climate and
nature solutions. These companies will have longer timeframes to adapt their procurement policies, invest

in innovation and traceability solutions, develop reporting capabilities, diversify portfolios and work with
partners across their supply chain to accelerate change. For those that are lagging, there is a risk of business
disruption when regulations come into force and an additional risk of incurring penalties for non-compliance.

Boxes 3 and 4 provide a more detailed overview of existing and proposed legislation in Europe and the US. Box
5 outlines how the TCFD is informing new and proposed regulations. Finally, Box 6 highlights that agricultural
methane reduction is a critical gap that is not addressed by current legislation.

Xix A fine of 4% of their annual €5 billion revenue.
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Box 3: Key examples of regulation in the EU and the UK
(this list is not exhaustive)

Across the globe, the EU's market is the furthest along in establishing climate and nature-based regulation. The EU
is progressing a package of sustainability directives and regulations that will have implications for EU businesses

and investors, including the following:

*  Sustainable Finance Disclosure Regulation (SFDR): imposes mandatory Environmental, Social, and Governance
(ESG) disclosure obligations for asset managers and other financial markets participants.

Directive on Corporate Sustainability Due Diligence (CSDD): sets new rules to ensure that businesses address

adverse impacts of their actions on human rights and the environment, both in their domestic and global
value chains. The draft law was agreed in December 2023 and will force companies to integrate due diligence
requirements into their operations and corporate governance to mitigate negative impacts across their

value chains. Companies will also be required to ensure that their business models are aligned with the Paris
Agreement.*” Companies that fail to comply will face fines of up to 5% of their net global revenue.*

»  Corporate Sustainability Reporting Directive (CSRD): requires in-scope companies to report on sustainability-
related issues in line with the European Sustainability Reporting Standards (ESRS) which provides a detailed
set of disclosure requirements, including requirements in accordance with the TCFD's recommended
disclosures. While CSRD sets out the reporting requirements and obligations of companies, ESRS details the

methodology and framework for companies to comply with CSRD.*°

e The CSDD and CSRD are meant to be applied in tandem by businesses. CSDD defines what obligations of
due diligence companies need to meet while CSRD defines how companies are required to report on these
obligations.*°

* Directive on Empowering Consumers for the Green Transition (ECGT): bans a number of unsubstantiated
environmental claims including ‘claims based on emissions offsetting schemes that a product has neutral,
reduced or positive impact on the environment'.> The directive received final approval from the European
Parliament and Council in January 2024.52 Member states have 24 months to implement the directive at the
national level.

* Directive on Green Claims: proposed in March 2023, this directive aims to complement the ECGT by
setting specific assessment criteria that companies would be required to meet in order to substantiate their
environmental claims (e.g. required to adopt a full life-cycle perspective).”® If passed into law, non-compliant
businesses would face costly and disruptive fines and other penalties, including the confiscation of product
and temporary market exclusions.>

Deforestation and land conversion

Moreover, significant regulatory developments have emerged on deforestation-linked products entering EU and
UK markets. The EU is leading on demand-side deforestation measures and due diligence legislation, having
passed a comprehensive Regulation on deforestation-free products (EUDR) which came into force in June 2023.
The regulation prohibits designated products that contain, have been fed with, or have been made using certain
commodities (beef cattle, cocoaq, coffee, palm oil, rubber, soya and wood) from being placed on the EU market if
they were produced on land that was subject to deforestation or forest degradation after 2020. It also imposes a

due diligence mandate with sample-based monitoring on companies to ensure products are deforestation-free.>
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Box 3 continued: Key examples of regulation in the EU and the UK
(this list is not exhaustive)

As of 29 June 2023, operators and traders have 18 months to implement the new rules while micro and small
enterprises will be given a longer adaptation period.* > Companies unable to meet the requirements of this
regulation will face penalties, including a fine of up to 4% of annual European revenues, making non-compliance
potentially very costly.

The UK Government announced at COP28 (December 2023) a new legislation to ban the import of products which
have been produced on land linked to illegal deforestation.®” Introduced through the UK Environment Act, the

legislation covers fewer commodities than the EUDR (namely beef cattle, cocoaq, leather, palm oil and soya).>® Also,
unlike the EU, the UK defines legality based on the laws of the country of origin. The regulation is now undergoing
secondary legislation to define its scope and reach. Businesses with over £50 million in global annual turnover that
use over 500 tonnes of regulated commodities per year will be required to exercise due diligence in their supply

chains and report on it annually. Companies failing to comply will face ‘unlimited variable monetary penalties'.>®

These regulatory measures will impact most food and agriculture companies operating in the EU and the UK. The
main points of consideration for businesses addressing deforestation and conversion in value chains are:

* All corporates should adopt cut-off dates no later than 2020 for zero-deforestation, as voluntary standards
and the EUDR are aligned on this.

* The EU legislation will force 'laggard’ corporates with no pre-existing experience of compliance and verification

to comply, which will help to level the playing field and improve sector-wide traceability.

* The EU legislation creates a higher standard of zero-deforestation assurance and verification for companies to
adopt, compared to the UK's no-illegal-deforestation approach. Corporates should develop one system with
the dual aims of regulatory compliance and net-zero monitoring and measuring.®°

Note that there are currently no regulatory standards aimed at tackling conversion of other critical, carbon
sequestering ecosystems such as peatlands, wetlands and savannahs. Valuing these natural landscapes
appropriately by including them in nature protection and traceability policies is an urgent priority for agri-food
companies to meet their climate commitments and to drive agri-food financing into nature-based solutions in
these landscapes. The SBTN's draft guidance on land targets includes zero-conversion of critical high-carbon
stock ecosystems as a key nature-related target that companies should adopt.

Carbon pricing and adjustment mechanisms

With the progress and development of mandatory carbon disclosure, the advancement of carbon pricing is also
on the rise. Globally, over 40 countries have an Emissions Trading Scheme (ETS) implemented or scheduled,
including over 70 carbon pricing initiatives.®’ A significant emerging scheme is the EU’'s Carbon Border Adjustment
Mechanism (CBAM) which will complement the EU Emissions Trading Scheme (EU ETS). The CBAM will place

a price on the carbon emitted during the production of certain carbon intensive goods entering the EU market,
and in doing so intends to prevent ‘carbon leakage' towards countries that have less stringent climate and
environmental policies than those of the EU. The regulation will first apply to fertilizers as well as iron, steel, and
electricity generation, but could expand further in the future. Although the AFOLU sector is excluded from current
ETS around the globe, this could change and discussions are emerging, in the EU,*2 New Zealand,®® the UK and
the US® for instance, to price AFOLU emissions and include removals from agriculture and forestry in regulated

carbon markets.

XX Adaptation period timeline unspecified as of December 2023.
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Box 3 continued: Key examples of regulation in the EU and the UK
(this list is not exhaustive)

Carbon removals

Finally, the European Commission is the furthest advanced on the issue of carbon removals, proposing to create
an EU carbon removal certification framework. The EU aims to scale up carbon removal activities — including
carbon farming and other nature-based solutions — and fight greenwashing by empowering businesses to show
their progress in this field. As a first step, the EU wants to establish a voluntary framework for certifying carbon
removals developed in Europe.®® This presents an opportunity for improved measurement of environmental impact,
leading to more and better finance for carbon sinks in European ecosystems. The framework includes criteria for
identifying, monitoring, verifying and reporting on high-quality carbon removals in the EU. Although the model will
create opportunities in Europe, there is a risk that this framework will undermine investment in more productive
carbon sinks, such as tropical forests.

Whilst the development of the European carbon removal framework is currently being debated, it remains important
for food and agriculture companies to understand the potential for carbon removals throughout their supply
chains, focusing action and investment in the regions where they can have the most impact. Companies should
use the SBTi FLAG Guidance and the forthcoming GHG Protocol Land Sector and Removals Guidance in doing so.

Box 4: Key examples of regulation in the US (this list is not exhaustive)

In the US, the Securities and Exchange Commission (SEC) has passed legislation that will force companies to

disclose in much greater detail to investors the climate-related risks to their business. The investor community
increasingly recognizes the significant financial implications that climate, nature and related regulatory risks pose.
As a result, with climate risks now commonly included in investment decision-making, there is growing demand
from investors to see the immediate and long-term mitigation strategies of their investees.

This legislation will require companies to disclose information about direct GHG emissions (Scope 1) and indirect
emissions from energy (Scope 2). Despite the decision to exclude Scope 3 emissions, these rules will nonetheless
require companies to take a more rigorous approach to their data collection and reporting processes across their
supply chain. At the same time, the state of California has already passed a bill that will require large companies
to publicly disclose Scope 1 and 2 emissions by 2026 and Scope 3 emissions by 2027.

Both the Inflation Reduction Act (IRA) and the US Farm Bill — the renewal of which is under negotiation - aim

to support farmers in scaling up the adoption of climate-smart, sustainable agricultural practices. Given that
agricultural production represents a significant portion of most food and agriculture companies' emissions and
nature impacts, these bills provide important incentives for companies and farmers to act. For instance, the IRA
will provide approximately an additional US$17 billion to the existing US$60 billion of funding for conservation
programmes included within the US Farm Bill, to help farmers improve elements such as soil health, water quality,
air quality and wildlife habitat.¢®

A bipartisan group of US lawmakers announced in December 2023 the reintroduction of the Fostering Overseas
Rule of Law and Environmentally Sound Trade (FOREST) Act (which was first introduced in 2021) to address illegal
deforestation-linked commodities from entering the US market. It is modelled on the existing Lacey Act for illegal
timber and wildlife.®® If passed, the FOREST Act would enable a broad multi-agency effort led by Customs and
Border Patrol, in consultation with the US Trade Representative, to enforce compliance. Companies that fail to
comply would face penalties established in existing law (i.e. Tariff Act), including fines and seizures of shipments,
with severity depending on the level of negligence. At the state level, the Colorado legislature signed into law a

similar procurement ban on purchases of some commodities linked to deforestation.”®
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Box 5: How the Task Force on Climate-related Financial Disclosures (TCFD)
and International Sustainability Standards Board's (ISSB) Disclosure
Standards have been used to inform legislation

The TCFD and the ISSB's IFRS Sustainability Disclosure Standards have been used to inform existing legislation
on financial disclosures in many jurisdictions including Brazil, Canada, the EU, Japan, New Zealand, Singapore,
Switzerland and the UK amongst others.”

The TCFD sets out 11 disclosure recommendations, which are categorized around four thematic areas:

* Governance: the board's oversight of climate-related risks and opportunities, and senior management's role in

assessing and managing climate-related risks and opportunities;

» Strategy: the actual and potential impacts of climate-related risks and opportunities on the organization's
businesses, strategy and financial planning where such information is material;

* Risk management: how the organization identifies, assesses and manages climate-related risks;

»  Metrics and targets: the metrics and targets (including GHG emissions across Scopes 1, 2 and 3) used to assess
and manage relevant climate-related risks and opportunities where such information is material.”?

Many countries have now adopted official reporting requirements that are aligned with the TCFD's 11 disclosure
recommendations (and the ISSB Disclosure Standards) making it mandatory for large entities such as banks,
insurers, publicly listed companies, and large private companies to disclose their climate-related financial risks,
and imposing penalties on those that fail to do so. Some countries even go beyond the TCFD's 11 recommended
disclosures. For example, the EU's CSRD extends the reporting requirements beyond those of the TCFD by i)
broadening the scope of sustainability disclosures to include nature and social impacts, and ii) by adopting a
double materiality approach, requiring corporations not only to disclose financial risks and opportunities related to
climate, but also the businesses’' impact on the environment and society.”

More countries, including China, have committed to, or are already proposing climate-related disclosure legislation
for review in the near future.’

In 2024, the TCFD will cease to exist as an entity as it will be taken over by the ISSB which already incorporates
the TCFD's 11 recommended disclosures into its inaugural sustainability disclosure standards IFRS S1 - ‘General
Requirements for Disclosure of Sustainability-related Financial Information’ and IFRS S2 - ‘Climate-related

Disclosures' (see Box 1).
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Box 6: Methane is a gap in existing policy discussions but momentum is building

XXi
XXil

Methane emissions account for around 20% of total GHG emissions,”® and the agriculture sector

is responsible for over 40% of this.* 7 Methane emissions are responsible for 30% of the global
temperature rise to date.” Due to its short-term but potent warming potential, reducing methane
emissions is critical in the near term to prevent breaching the 1.5°C threshold and to avoid climate
tipping points.”® However, there is currently a notable lack of proposed legislation to address methane
emissions reductions in the AFOLU sector.

At COP26, under co-leadership by the EU and the US, efforts were formalized in the Global Methane
Pledge (GMP) aiming to reduce methane emissions by 30% by 2030. Actions in the pledge are
voluntary and aim to contribute to a collective effort to reduce global methane emissions, which could
avoid over 0.2°C warming by 2050.” The pledge aims to catalyze global action and strengthen support
for existing initiatives that are advancing technical innovation and policy agendas.t® COP28 renewed
momentum for the pledge, bringing the total number of signatory countries to 155, representing

over 50% of global methane emissions.®" However, most existing national policies, regulations and
commitments focus mainly on fossil energy-related methane emissions.?

Only a handful of governments like those of New Zealand® and the EU®* are considering setting
targets and policies specific to agricultural methane emissions reductions. In other cases, governments
are teaming up with companies and philanthropic organizations to create incentives and funding for
the development and adoption of innovations to reduce emissions on farms. i 8 Although it is not a
signatory to the GMP, China - the largest producer of methane emissions in the world® - reaffirmed

in November 2023 its joint commitment with the US to take action on methane emissions reduction.®
Around the same time, China released its Methane Emission Control Action Plan which covers the
energy, agriculture and waste sectors.®® While it does not set explicit reduction targets, it calls for
control of enteric fermentation from livestock and methane emissions from rice cultivation.®’

Despite limited legislation, forward thinking food and agriculture companies should nevertheless set
targets for methane emissions reduction of 30% by 2030, in line with the GMP and the latest SBTi
FLAG Guidance, invest in technologies and innovations to support farmers to adopt methane-reducing
measures, and advocate for governments to mandate methane emissions reductions across the sector.

This excludes methane emissions from the decomposition of organic waste.

For instance, the state of California in the US is investing over US$370 million to reduce methane emissions from its livestock
and dairy sector. (Source: https:/www.gov.ca.gov/2022/06/08/at-summit-of-the-americas-governor-newsom-outlines-califor-

nias-world-leading-efforts-to-cut-methane-pollution/)
Furthermore, multiple public, private, and philanthropic partners including the Governments of Ireland, New Zealand and the

United States, Danone, the Bezos Earth Fund, and the Bill & Melinda Gates Foundation announced at COP28 a US$200 million
agricultural methane mitigation funding initiative — the Enteric Fermentation Research & Development Accelerator — launched

by the Global Methane Hub. (Source: https:/www.globalmethanehub.org/2023/12/02/enteric-fermentation-research-develop-
ment-accelerator-a-200m-agricultural-methane-mitigation-funding-initiative/)

In addition, the Dairy Methane Action Alliance was announced at COP28 by the Environmental Defense Fund and joined by Bel

Group, Danone, General Mills, Kraft Heinz, Lactalis USA, and Nestlé. The signatory companies commit to develop and publish

an action plan by the end of 2024 to reduce methane emissions within their dairy value chains. Companies also committed to

account for and publicly disclose these emissions annually. (Source: https:/www.edf.org/article/global-food-companies-join-edf-

for-groundbreaking-step-on-dairy-methane)
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(@) What food and agriculture
companies should do

In preparation for expected and future legislation, food and agriculture companies should utilize existing
and emerging voluntary standards to develop and deliver climate and nature strategies. To be credible,
these strategies must:

@ assess and measure Scope 1, 2 and 3 emissions and nature-related impacts and
dependencies;

leverage existing voluntary frameworks to set science-based climate and nature
targets, which also support a just transition for the sector (and include critical
intermediate milestones);*°

pull on all levers available to a company, including its product and portfolio mix,
sourcing agreements, advertising spend, research and development pipeline and the
development of new partnerships;

be fully costed,;
be tracked and publicly reported; and

include policy advocacy on key issues that need support from governments.

@O@® @ ©

In some cases, the development of climate and nature strategies will require key gaps in existing voluntary
standards to be resolved in order to support companies taking decisive action at scale. Leaders across

the AFOLU sector are already working collaboratively to resolve many of these critical questions and food
and agriculture businesses should, where appropriate, support the swift resolution of outstanding technical
questions by sharing data and expertise and collaborating on testing opportunities.

As the landscape of voluntary frameworks evolves and companies work to develop credible sustainability
strategies, there is an increasing focus on the policy reform needed to accelerate implementation of climate

and nature solutions. The food and agriculture sector needs support from policymakers to reward fast-moving
and ambitious companies and level the playing field by penalizing laggard companies for inaction and free-
riding. It is therefore in the interests of forward-thinking companies to engage with policymakers and other value
chain actors to support and shape development of ambitious and long-term legislative agendas on key issues
across the sector. This will provide companies with the regulatory clarity needed to make ambitious, longer-term,
strategic decisions more confidently and work with diverse stakeholders to implement solutions at scale.

More immediately, there are several requests that food and agriculture businesses can make of governments
and clear opportunities for public-private collaboration. First, alongside their own investment in data and
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monitoring, businesses should advocate for policymakers to invest together with them in better data collection
and monitoring capabilities. i Second, they should encourage the integration of data and insights across
ministries (e.g. health, agriculture and trade ministries) to avoid isolated decision making and enable better,
more holistic policy decisions.” Third, businesses should ask policymakers to provide better direct incentives
that reward leading companies and create demand signals to support change,” using mechanisms like public
procurement incentives v xv %

Beyond the immediate term, there are critical sector-wide issues that require deeper engagement and
collaboration across the food and agriculture sector to develop a clear vision and unified set of demands for
policymakers. Some of these areas include: i) introducing regulatory mechanisms for ending land use change;**
ii) reforming agricultural subsidies to de-risk and incentivize the transition to productive and regenerative
agricultural practices;*® and iii) harmonizing standards and regulations across jurisdictions to lower the
complexity and costs associated with legal compliance in different countries. Progress on these sector-wide
issues will require long-term and concerted collaboration.

Rob Cameron, Global Head "The harmonization of voluntary and regulatory

of ESG Engagement, Nestlé, said: frameworks is essential to accelerating action on
climate and nature and enhancing the resilience of
food systems. This report is a welcome and vital
contribution to this effort.”

Luke Pritchard, Deputy Director, "The frameworks are now in place for companies to
Nature Based Solutions, We Mean establish ambitious targets to decarbonize our food
Business Coalition, said: system, conserve and restore nature, and support

the communities and farmers in the landscapes
where they source food. As this new research shows,
companies that move now to transition to more
sustainable production will become more
competitive, bolster their long-term financial outlook,
and be better prepared to comply with emerging
legislation. But companies can't do this alone - to
stay within our planetary boundaries they must

also become staunch advocates of reforming the
hundreds of billions of dollars in annual public
subsidies that drive destructive agricultural practices.”

xxiii An example of this happening already is the USDA investment into improved GHG monitoring, reporting and verification for agri-
culture and forestry in the USA. (Source: https:/www.nrcs.usda.gov/sites/default/files/2023-07/nrcs-ira-mmrv-factsheet-23.pdf)

XXiv For example, the US FOREST Act (see Box 5) proposes to reward companies which have robust deforestation monitoring systems
through public procurement processes (Source: US FOREST Act https:/www.schatz.senate.gov/imo/media/doc/forest_act_bill_text.pdf)

XXV For example, Denmark has included policy targeted at increasing sustainable food consumption through public procurement for a

number of decades now, leading to uptake both within public institutions governed by these policies and in broader society. More
recently, in October 2023 the government launched the Danish Action Plan for Plant-based Foods which includes goals to reduce
the GHG emissions of public procurement as well as increased procurement requirement for organic and plant-based foods.
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(5) Summary

As existing and emerging voluntary frameworks are published and strengthened in 2024 and 2025, food and
agriculture companies have a window of opportunity to get ahead in preparing for forthcoming climate and
nature legislation. Beyond this, the food and agriculture sector has a critical role to play in achieving the 1.5°C
target set by the Paris Agreement and the nature targets established by the Kunming-Montreal Global Bio-
diversity Framework. Therefore, ambitious companies with global value chains can and should play a role in
supporting the harmonization of national legislation with existing voluntary frameworks. This can be done by
working with governments and supporting them to take a long-term approach to developing legislative road-
maps. These roadmaps will provide companies with the clarity they need to act confidently at scale. There is
no time to lose — delays today will lead to additional, more disruptive costs tomorrow.
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