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Getting started

with double
materiality

The European Union Corporate Sustainability Reporting Directive (‘CSRD”] requires
organisations in scope to conduct a double materiality assessment to identify
material topics across Environmental (‘E’), Social (‘*S’) and Governance (‘G’) areas.
This then determines applicable disclosures they are required to make within their
sustainability statements prepared under the European Sustainability Reporting

Standards or “ESRS”

What is double materiality?

Traditional materiality for financial reporting purposes looks at financial impacts and measures. The CSRD introduces the
concept of double materiality in the context of sustainability, which adds non-financial measures of impact to people and the

environment to be included as part of a materiality assessment.

Sustainability matters identified
as Financially Material would Financial

Materiality

either create (opportunity) or
erode (risk) the enterprise
value of an organisation

Financial materiality

Organisations in scope for CSRD will have to disclose risks and
opportunities (across Environment, Social and Governance
(‘ESG’) topics) that have a material influence (or reasonably
expected to have influence) on the entities cash-flows,
development, performance, cost of capital or access to finance
over short, medium or long-term time horizons.

Financial materiality therefore takes an “outside in” approach.
A sustainability matter is material from a financial perspective
when it triggers material financial effects for the organisation.
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Sustainability matters
identified to have a material
impact (positive or negative) on
the environment and people

Impact
Materiality

Impact materiality

In addition to financial impacts, organisations in scope for
CSRD will have to disclose actual or potential, positive and
negative impacts it has through its own operations, products,
services and/or business relationships on people and the
environment over the short, medium and long-term time
horizons.

Impact materiality takes an “inside out” approach. A
sustainability matter is material from an impact perspective
when activities of the organisation trigger external impacts,
which can be positive or negative on people and the
environment.



What is a double materiality assessment?

A double materiality assessment is the process by which an organisation identifies and assesses its impacts, risks and opportunities
or “IROs” across the E, S and G topics. This assessment is applicable to material impacts, risks and opportunities linked to its own
operations, products, services and/or through its business relationships (including its upstream and downstream value chain).

Material IROs identified through the double materiality assessment process then determine the disclosures to be included within the
organisation’s sustainability statements as part of the annual management report. These disclosures are set out in the European
Sustainability Reporting Standards (ESRS) for organisations in scope for CSRD.

Getting started with double materiality

Conducting a double materiality assessment for the first time can be challenging in particular for organisations with a low level
of maturity with respect to their sustainability journey or for those who have not previously compiled sustainability report(s) or
information.

As a first step, an initial “stock-take™ or readiness review should be completed to understand the context in which the organisation
operates with a sustainability lens incorporating E, S and G topics and its wider governance, risk and strategy frameworks.

A Readiness Review should include:

Organisational Review

An initial review of the organisation’s regulatory and business A review and mapping of the organisation’s business model,
landscape, which includes its strategy, geographical footprint activities, products and services, which will feed into

and sectors in which it operates, in addition to any other identification and assessment of impacts, risks and
regulatory reporting requirements or commitments around opportunities across E, S, and G topics and identify business
sustainability. This information is required both for disclosure relationships as well as relevant value chain actors

and double materiality assessment purposes for inclusion.

Sectoral Review

An initial sectoral preview and peer benchmarking exercise to
key organisations operating globally within the sector of the
reporting entity, with comparable products, services and
activities reviewing any sustainability reporting or information
available to support drafting of an initial material topics list.

Purpose of the readiness review

+ The outputs of the initial research, documentation of the “as-  + This initial stock-take exercise will also act as a data and
is” and organisational review steps will allow the reporting documentation gathering exercise, which can feed into
entity to create a draft of key material topics for assessment the organisation’s sustainability due diligence process
and internal review. and help to identify any gaps in that process that need to

be remediated in order to meet disclosure requirements
under ESRS 2: General Disclosures. These disclosures are
mandatory for all reporting entities.

+ Completion of this stock-take should allow the organisation
to draft a clear roadmap for completion of the double
materiality assessment and effective stakeholder engagement
and other future planning to bring them to CSRD compliance.



How Grant Thornton can help

Our comprehensive CSRD “Comply” Framework is designed to help organisations
to navigate through the requirements of CSRD and disclosures under ESRS from initial
stock-take to assurance readiness.

and disclosure perspective prior to year 1 internal stakeholder needs.
audit of sustainability statements.

9. Assurance Readiness 1. Awareness
We can wor:k with.your organisation to @: We deliver customised training, briefing sessions
ensure audit readiness from a process s and workshops tailored to your organisation and

8. Disclosures

During the final stage, we can support your
organisation in set up, design and structure of
sustainability statements to be included within
the annual management report.

2. Scoping

We can conduct a full technical scoping
3% review for your organisation to understand in

scope entities across your group structure for

CSRD reporting.

3. As-Is Assessment
We can conduct a sectoral preview to determine
key material topics for the sector and an initial
F stock take exercise on reporting, data
(v) availability, structures and governance of the
organisation around sustainability to inform
planning and next steps.

7. Implementation Planning
We can develop an implementation and
disclosure action plan following
completion of materiality and gap
assessments.

. Governance

We can advise on governance process,
sustainability due diligence, internal structures
and reporting process in order to meet the
mandatory reporting requirements set out within

m ESRS 2: General Disclosures.

6. Gap Assessment

Following the double materiality assessment
we can conduct a full gap analysis to
required disclosures as set out under ESRS.

5. Double Materiality

We can conduct a full double materiality
assessment and stakeholder engagement
process to meet the requirements of CSRD and
inform disclosure requirements for your
organisation.
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