Double Materiality
Assessment Toolkit




What's Double Materiality?

- The Corporate Sustainability Reporting Directive (CSRD) aims to enhance the quality of sustainability disclosures.
« Key to CSRD is the Double Materiality Assessment, which takes into account impact materiality and financial materiality.
« A sustainability matter meets the double materiality criterion if its material from impact or financial perspective or both.
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1. Follow our checklist

1.
O

Engage your stakeholders
Identify relevant stakeholders based on AR* 6 (think: employees,
suppliers, consumers, local communities, regulators)

o Recognize nature as a silent stakeholder
0 Collect feedback from affected stakeholders on material impacts,

risks, and opportunities (AR 8)

Assess impact materiality

2.1. Understand context (AR 90a)

0 Analyse activities and business relationships

0 Recognize stakeholders’ relevance

2.2. Identify actual and potential impacts (AR 9b)

0 Engage with stakeholders and experts for insights

0 Use scientific and analytical research to understand sustainability
impacts

2.3. Assess materiality (AR 9c)

0 Set thresholds for which impacts are material

0 Decide which impacts will be included in your sustainability
statement

See Sections 4-6 of this pack for relevant tools
and resources.

Global Reporting Initiative (GRI) and the
Sustainable Accounting Standards Board (SASB)
provide helpful metrics and standards

SWOT Analysis can help understand strengths,
weaknesses, opportunities, and threats of various

impacts.

Life Cycle Assessment Tools: Tools like OpenLCA
can help in understanding the environmental
impacts of your products or services.

*AR = Application Requirement as per Appendix A from ESRS 1 General Requirements



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf
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. Determine severity

Assess scale (AR 10a)

Determine scope (AR 10b)

Evaluate irremediable character (AR 10c)

Prioritise human rights impacts based on severity over likelihood

. Connect impacts to your company

Evaluate how negative impacts relate to your operations and relationships
(e.g. use of materials connected with child labour) as per AR 12.

. Assess financial materiality

Understand impacts and dependencies as risks or opportunities (AR 13)
5.1. Identify risks and opportunities (AR 14)

o Recognize dependencies on natural and social resources

0 Categorise as sources of risks or opportunities

5.2. Determine which are material for reporting (AR 15)

0 Consider the likelihood of occurrence

0 Gauge potential magnitude based on financial effects.

. Incorporate sustainability matters

Consider the list of matters in AR 16, including ESRS E1 to E5.
Use the list as a tool, not as a substitute.
Address entity-specific disclosures not covered by ESRS.

*AR = Application Requirement as per Appendix A from ESRS 1 General Requirements

A Risk Assessment Matrix can help in gauging the
severity and likelihood of impacts

The UN Guiding Principles on Business and Human
Rights offer guidance on assessing human rights
impacts.

Software like Sourcemap can be used to trace
and visualise supply chain relationships

Platforms like Bloomberg's ESG Data Service or
Refinitiv's ESG Data can provide insights on ESG
metrics.

Specialised software like MATLAB can be helpful
in modeling potential financial impacts.

Platforms such as CDP and EcoVadis can provide
insights into how competitors and peers are
addressing certain sustainability issues.



https://ec.europa.eu/finance/docs/level-2-measures/csrd-delegated-act-2023-5303-annex-1_en.pdf

. Document and report See Sections 9-10 of this pack for further guidance

Ensure findings, engagements, and decisions are well-documented.
Prepare a sustainability statement with the determined material impacts.
Ensure compliance with the relevant Disclosure Requirements of the
applicable topical ESRS.
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Additional tips

Do not hide negative aspects. Instead, acknowledge them and discuss improvement plans.

Regularly review and update your materiality assessment to reflect current realities and emerging trends.

Use standardized metrics and compare with previous years for context.

Involve external parties to verify the accuracy and reliability of your statement to enhance credibility.

Ensure aggregations don't make the data harder to understand.

Recognize that certain topics might have overlaps (e.g. impacts on people and the environment). Highlight these and ensure that
the core information of each remains distinct.

Credit: Dr Ciaran O'Carroll
ciaranocarroll@gmail.com
https://www.linkedin.com/in/ciaranocarroll


https://www.linkedin.com/in/ciaranocarroll/?originalSubdomain=ie

2. Read EFRAG guidance

7/ Good to know

« European Financial Reporting Advisory Group
(EFRAG) was appointed technical adviser
develop draft ESRS

- This guidance is separate from ESRS, and may
change over time

« Quite technical and does not prescribe specific
methods for involving stakeholders, or for
conducting materiality assessments

Click here

O


https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FMeeting%20Documents%2F2307280747599961%2F06-02%20Materiality%20Assessment%20SRB%20230823.pdf

3. Look through ESRS
datapoints

7/ Good to know

« The Excel file includes the complete list of all 1178
disclosure requirements in sector agnostic
standards.

It covers all the standards, except ESRS 1 General

Requirements, as it does not set specific
disclosures.

Click here

O


https://media.nossadata.com/CSRD/ESRS/05-03%20Draft%20List%20of%20ESRS%20Data%20Points%20-%20Implementation%20Guidance.xlsx

4. Check outother
toolkits

7 Good to know

« Practical playbooks created by Big Four
accountancy firms

« In contrast to EFRAG guidance, they do
recommend specific approaches and give
practical advice

BCG Deloitte



https://www2.deloitte.com/content/dam/Deloitte/nl/Documents/risk/deloitte-nl-risk-double-materiality.pdf
https://media-publications.bcg.com/New-Double-Materiality-Assessment-final-21.02.23.pdf

5. Run ateam workshop

7/ Good to know

« This template by The Good Tribe, a social
impact agency, contains a prepared
session plan with thorough instructions,
timings, a list of required materials, sample
slide deck and much more ¢«

Click here

O


https://app.sessionlab.com/sessions/wvzh4h

6. Identify stakeholders

7/ Good to know

- The Salience Model is a practical tool to weigh
the relative contributions of different stakeholder
groups

« |t categorises stakeholders’ claims in terms of
power, urgency, and legitimacy, to give you an
understanding of their value

Click here

O


https://pm-training.net/salience-model-template/#stakeholder-salience-model-template

7/ Good to know

- A Stakeholder Analysis Matrix (also known as a
Mendelow or power-interest matrix) is a
popular tool to better understand each
stakeholder's interest and role

It helps prioritise how you work with different
stakeholders

Click here

O


https://www.figma.com/file/HDT9Q9oeyoMU7OM3aXUUJW/Stakeholder-Analysis-Matrix?type=design&node-id=0-1&mode=design&t=YVwcnYIB7FU1xYdB-0

7. Define engagement
methods

7 Good to know

« The AA1000 standard developed by AccountAbility
walks you through the stakeholder engagement
process, and proposes various methods based on
the stakeholders’ level of involvement

« EFRAG refers to this as the go-to resource for
methods of engagement

Click here

O


https://www.mas-business.com/docs/AA1000SES%202015.pdf

8. Run a materiality
survey

This sample materiality assessment questionnaire
developed by Survey Monkey is simple, but gets
the jobs done

Click here

And here's a good real-word example of a
survey by Evergreen

Click here

O


https://www.surveymonkey.com/r/materiality-assessment-template
https://csr.evergreen-marine.com/csr/jsp/CSR_Questionnaire.jsp

9. Identify relevant
sustainability issues

The list of in ESRS 1 Appendix B is a good summary of
the topics addressed within the standards

ESRS 1

/ Good to know

« Relying solely on above list does not replace the process of
identifying material matters.

« To help identify industry-specific issues, you can use the
SASB Materiality Finder.

SASB
O


https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2F06%2520Draft%2520ESRS%25201%2520General%2520requirements%2520November%25202022.pdf
https://sasb.org/standards/materiality-finder

10. Consolidate your
results

Nord ESG, one of the instructors in our course,
provide guidance on how to communicate the
results of a materiality assessment.

Nord ESG

And here are 3 real-world examples of a
double materiality matrix

Fli Telefonica

Sanofi 0O


https://content.presspage.com/uploads/2327/ee2470e6-ac06-44f9-bc1b-802e9e0d955c/1920_doublemateriality.png?10000
https://www.sanofi.com/en/investors/environment-social-governance/our-double-materiality-assessment
https://nordesg.de/en/how-to-communicate-the-results-of-a-double-materiality-assessment/
https://www.telefonica.com/en/communication-room/blog/double-materiality-its-importance-and-how-we-apply-it-at-telefonica/

1. Find software and
assurance providers

Software: There are many providers that offer sustainability
reporting and data management solutions. Verandix, a
research firm, provides high-level benchmark of the
capabilities of 39 software solutions.

Click here

O

Assurance: Companies like Deloitte, PWC, EY, and
KPMG offer assurance services to verify the accuracy
and reliability of your sustainability statement.


https://www.workiva.com/resources/smart-innovators-esg-reporting-and-data-management-software

12-week online course

Want to learn more
about Double Materiality
In the context of CSRD?

Join our upcoming course on "CSRD and sustainability
reporting”, starting January 23, 2024

Ledrn more



https://lfca.earth/event/csrd-and-sustainability-reporting/

