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Inside-out (Impact Materiality): How a company’s operations impact the wider environmental and social context.

Impact on people and
planet

Risks & opportunities
for the company

Outside-in (Financial Materiality :How sustainability factors affect company’s financial performance & long-term viability.



Double Materiality

Information on economic value creation at the
level of the reporting company for the benefit
of investors (shareholders).

Financial
materiality

+ ) Double

Information on the reporting company’s
impact on the economy, environment
and people for the benefit of multiple

stakeholders, such as investors, employees,
customers, suppliers and local communities.

materiality

Impact
materiality




Double Materiality Assessment Steps

1. Stakeholder

Engagement & 2. Identify potentially

relevant sustainability
matters

Ecosystem evaluation

3. Define impacts,
risks & opportunities

DEFINE
CREATE .
4. Assess impacts

internal & external

. 5. Assess financial
reporting SUSTAIN

opportunities and
risks

@ DELIVER

6. Materiality

Assurance Overview

7. Strategic implications

)
\ S

Sustainable Long-term Value Creation

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.
Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

Topic

Sub-topics

Sub-sub-topics

ESR
SEl

Climate
Change

— Climate change
adaptation

- Climate change mitigation

— Energy

ESR
SE2

Pollution

— Pollution of air

— Pollution of water
— Pollution of soil

= Pollution of living
organisms and food
resources

— Substances of concern

— Substances of very
high concern

— Microplastics

— Climate change
— Land-use change, fresh water-

ESR
SE3

Water and
marine
resources

— Water

— Marine resources

— Water consumption

— Water withdrawals

— Water discharges

— Water discharges to water
bodies and oceans

— Extraction and use of
marine resources

ESR Biodiversity — Direct impact drivers of use change and sea-use change
SE4 and biodiversity loss — Direct exploitation
ecosystems — Invasive alien species
— Pollution
— Others
Examples:
— Impacts on the state . ) .
T . = Spec!es populahor'w sge ‘
— Species global extinction risk
Examples:
— Impacts on the extent and | — Land degradation
condition of ecosystems — Desertification
— Soil sealing
— Impacts on and
dependencies of
ecosystem services
— Resource inflows,
including resource use
ESR | Circular
SES | economy — Resource outflows related

to products and services

— Waste




Topic

Sub-topics

Sub-sub-topics

ESRS
S1

Own workforce

— Working Conditions

- Secure Employment

— Working Time

— Adequate Wages

— Social Dialogue

— Freedom of Association, the
existence of works councils, and the
information, consultation, and
participation rights of workers

- Collective bargaining, including
rate of workers vovered by
collective agreements

— Work-life balance

— Health and safety

— Equal treatment and
opportunities for all

— Gender equality and equal pay for
work of equal value

— Training and skills development

— Employment and inclusion of
people with disabilities

— Measures against violence and
harassment in the workplace

— Diversity

— Other work-
related rights

— Child labor

— Forced Labor

— Adequate housing

— Water and sanitation
— Privacy

— Equal treatment and
opportunities for all

— Gender equality and equal pay for
work of equal value

— Training and skills development

— Employment and inclusion of
persons with disabilities

— Measures against violence and
harassment in the workplace

— Diversity

— Adequate housing
— Adequate food

— Other work-
related rights

— Child Labour

— Forced Labour

— Adequate Housing
— Privacy

ESRS
S2

Employees
in the value
chain

— Working conditions

— Secure employment

— Working hours

— Adequate wages

— Social dialogue

— Freedom of association, the
existence of works councils

- Collective bargaining

— Work-life balance

— Health and safety

ESRS | Affected — Communities' L
o ) ] — Water and sanitation
S3 communities economic, social, and i
. — Land-related impacts
cultural rights ) .
— Security-related impacts
— Freedom of expression
— Communities’ civil — Freedom of assembly
and political rights — Impacts on human
rights defenders
— Free, prior and informed consent
— Rights of indigenous P o
coples — Self-determination
peop — Cultural rights
) — Privacy
ESRS | Consumers — Information-related .
. — Freedom of expression
S4 and end-Users | impacts for consumers

and/or end-users

— Access to (quality) information

— Personal safety of
consumers and/or
end-users

— Health and safety
— Security of a person
— Protection of children




Topic Sub-topics Sub-sub-topics
— Corporate Culture
— Protection of whistleblowers
— Animal welfare
ESRS | Business ! W '
G1 Conduct

— Political engagement

— Management of relationships
with suppliers, including
payment practices

— Corruption and bribery

— Prevention

and detection,
including training
— Incidents




1. List of ESG Topics

Dataraman allows identification and
monitoring of material topics across the
value chain at pace and with frequency.

ESG governance is not a one off
project, it is a process.

2.IROs 3. Audit / Assurance

Leveraging thousands of data points With all decisions & outputs stored
Datamaran suggests a list of potential in-platform, the right audit trail and

Risks, Opportunities, Negative and

governance proof is there when

Positive Impacts for a company. required. XL spreadsheets may not look

® on
& Likeiihood ©
4 Magnitude ©

“tianale

great, but the data is business critical in
passing even reasonable assurance.

Housing your material topics and IROs
digitally for posterity.

[ — [Gwe ) B x

00000
00000

Moty ptess

+ Add thresholds

# Opportunities threshold

 Postive Impacts threshold

# Negative Impactsthreshold .,




Double Materiality Assessment Steps

1. Stakeholder identification in the
enterprise’s ecosystem in which it
operates

* Identify relevant stakeholders/stakeholder
. DEFINE

mapping CREATE

* understand how people may be impacted by

the organization and to get input and feedback VALUE

on (material) sustainability matters.

*  Through stakeholder engagement, SUSTAIN
organizations might identify (new) DE“VER
sustainability matters to be considered in their

materiality assessment.

* identify the organization’s most significant
impact on people and the environment,

* Identify the most significant sustainability risks
and opportunities for the organization.

\ Sustainable Long-term Value Creation

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.
Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/
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Client Value

“late Manufacturer - NL

N >
eﬁ" s,d" IROMub  Materalty Review
o

... Ensure that the ESG
strateqy is well-informed by
the most impactful
stakeholder insights,
ultimately driving more
precise and actionable
outcomes.

® Toicscring €

Identify which
stakeholders are driving a
topic’s potential
materiality.

Prioritise engagement
with the most relevant
stakeholder groups.

Helps you guide clients in strategic and targeted ESG
engagement—focusing efforts on the most influential stakeholders.

What This Means for You




Double Materiality Assessment Steps

-

2. Identify ESG factors/topics

Vi

*  The ESRSs provide a list of sector-agnostic sustainability
matters that organizations should consider in their
materiality assessment.

* Identify relevant categorization of sector, industry and DEFII E
disclosure topics relevant to each of the segments of the
business.

*  Organizations need to consider their sectors of activities
geographical areas of operation, as well as steps in the v: e |
chain when identifying potentially relevant sustainability DELIVER
matters @

* Understand the impacts that the management of
sustainability issues will likely have on a company’s financial
condition or operating performance

*  Firm understanding of the connection between sustainability

performance and financial performance.

Long-term Value Creation

g the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finage€ will partner with internal and external stakeholders.
Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

Identify ESG topics beyond
regulatory frameworks (e.qg.,
ESRS AR 16).

Capture industry-specific

and company-specific
material ESG issues.

What This Means for You

Client Value

Climate thange risks & managament
Transition to renewable energy
GHG emissions & reductions

'-' Gain a comprehensive view
of ESG topics that extend
beyond compliance,
addressing unigue industry
and organizational
challenges.

Expands consulting opportunities beyond compliance-focused projects.

Helps you uncover unique ESG risks and opportunities that competitors may overlook.




Quantify qualitative ESG
insights.

Confidently identify ESG
topics with the highest
potential materiality.

trsbyis

GHG emissions & reductions

faas| =
-.F”"ANC'AL 086 | Hight B oo i@ ) Bk

A ..
”

Client Value

Gain clear, data-driven
insights into ESG issues,
eliminating uncertainty and
subjectivity.

Build confidence in ESG
strategy with
recommendations backed
by robust, objective data,
reinforcing the credibility of
the materiality analysis and
strategic decisions.




Double Materiality Assessment Ste(ps

3. Define impact, risks &

opportunities (IROs)
N, ¢ determining whether the
sustainability matters as
PEFINE CREATE identified in the previous

step are indeed material
VALUE

* define them - as required by
SUSTAIN the ESRS - in terms of the
DE”VER impacts the organization
has and the risks and

opportunities they present.

‘ * quantify those impacts (step
4)

Sustainable Long-term Value Creation

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.
Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

Double Materiality Assessment Steps

4. Assess the impacts

DEFINE *  Chose the right disclosure
topics and Metrics based on
industry

*  Across the entire value chain -

SUSTAIN upstream and downstream

@ DELIVER

CREATE

Sustainable Long-term Value Creai'an

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.
Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

Double Materiality Assessment Steps

\Qf
DEFINE

VALUE

SUSTAIN
DELIVER

CREATE

5. Assess financial opportunities
and risks

The next step is to assess the effect
of sustainability risks and
opportunities on the enterprise
value of a company, in other
words to assess the financial
effects that have not yet been
incorporated into the financial
statements. The CSRD asks
organizations to look at financial
effects from two perspectives: to
what extent can you continue to
use your current resources and to
what extent can you maintain your
existing relationships? )

Sustainable Long-term Value Creation

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.

Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

DOUBLE MATERIALITY (® @ HEIDELBERG MATERI...

i IvIauy F vdlue Suedilis By iviax score ~ H
< Undecided ¥ Included $% Excluded

L3

GHG emissions & reductions ™

Financial Impact

Climate change risks & management -

Energy use, conservation & reducti...

Transition to renewable energy >

Biodiversity -

Water 7
Transition to a circular economy s I
Occupational health & safety «; I 4
Human rights 7 I @4
Air emissions ' I 4
Fair & inclusive workplace <> I @
Community support & development L
Physical disasters & failures ' I 4
Supply chain management L
Recycling, waste recovery & reduct... —
Investor relations <’ I @4 @@
Alternative fuels [
Social inclusion —
Non-hazardous waste management ' [
Business ethics I 4 4
Non-financial reporting I 4
Corporate criminal liability > I 4
Board effectiveness < I 4@ a
Managing land use & reducing defo... « I @4
Employee acquisition, talent mana... < _

~ Materials management I



With Al, generate a
comprehensive list of
Risks, Opportunities,
Negative and Positive
Impacts based on
previous disclosures.

What This Means for You

alue stream

Criteria

B Time horizon @
@ Classification @
& Likelihood ®
4 Magnitude @

tionale

Client Value

i Receive a comprehensive,
data-backed view of

potential IROs, ensuring no
critical factors are
overlooked.

Gain confidence in the
thoroughness of the
materiality assessment.

Eliminates the need for manual brainstorming, instantly providing a robust
list of potential IROs which are tailored to business context of the client.

Gain confidence that no important IROs are missed and provide a holistic
view of potential risks and opportunities for the client.




Double Materiality Assessment Steps

DEFINE
CREATE

SUSTAIN

@ DELIVER

6. Draw up materiality overview

Once all impacts, risks and
opportunities have been assessed,
an organization can create
separate ranked lists (high to low
materiality score) for negative
impacts, positive impacts, risks
and opportunities. By applying a
threshold or cut-off point these
lists can be split in material (top)
and not material (bottom)
impacts, risks and opportunities.

Sustainable Long-term Value Creation

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.

Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

Double Materiality Assessment Steps

-

7.Strategic implications

For each sustainability matter that has been
identified as material, the CSRD requires that
companies disclose exactly what measures they are
putting in place to manage their environmental and
societal impacts. As a result, companies have to
disclose not only the metrics and targets they have
set for each sustainability measure, but also the
policies and action plans they will execute to achieve
their goals

o

\Qf
DEFINE

VALUE

SUSTAIN
DELIVER

CREATE

Sustainable Long-term Value Creation

Note: the specific role of the CFO / accounting & finance teams will vary by organization. In all cases, finance will partner with internal and external stakeholders.
Sources: adapted from KPMG'’s Integrating ESG into your business and the Task Force on Climate-related Financial Disclosures (TCFD) framework.



https://assets.kpmg/content/dam/kpmg/cn/pdf/en/2020/01/integrating-esg-into-your-business.pdf
https://www.fsb-tcfd.org/

All decisions & outputs
are stored in-platform,
providing a robust and
transparent record for
audit purposes.

What This Means for You

Financial Sector Europe

+ Add thresholds

& Opportunities threshold

mmmmmmmm

# Positive Impacts threshold

H Negative Impacts threshold

Client Value

Ensure a clear, transparent,
and auditable record of all
materiality decisions,
making it easier to
strengthen governance and
accountability and
demonstrate compliance.

Reduces manual documentation efforts and ensures all decisions are
easily traceable, streamlining reporting and reinforcing credibility in client

engagements.




Ooomee DOUBLE MATERIALITY ® @ HODELBERG MATERL.

@& Executive Dashboard 2
e New Double Materiality Analysis o (e
7 Double Mateoriality AnaNint nae
@ Anad Type here..
E Benchmark Core operations Operations mapping
Q Search i Operations ™M of thes analys:s by seiecting refevant countnes and industres
add fic 1515 recommended)
& Siriy Financial axis + e onand 0l
Mo data adsedt Company Paperts W v Repsatons  Wekatary lutves  Omine Sews
@ lssue Mapping Impact axis +
£ Storyboard ez @ -
& Notitications Upstream + @
Downstream *
Speciic peers Company Repearts  Online News
Other settings Sedect specific peers or other leading companies for desclosure and benchmarking
% Value stream weghts These are in addition to those companses already iInchuded in Countries & Industres
& Joumey o P () \grore Countries & Industries, only use these for company reports ‘

€ wWhat's new?



https://www.loom.com/share/b4c5071012c946f19dc2421ccd877bbc?sid=16268d83-a78a-47ba-afd7-32ab04ac4f85

Reporting process

| Strategy setting & "
: horizon scanning i I

Double Materiality Data Collection | Report Out

workiva

; ' PERSEFONT envizi

Osphera o eenty

>55>55>>5> ‘D Datamaran. >>>>>>>>>> aWesustain @Watershed M trio
Normative

@ Ecometrica

worldfavor

ISS om0
enablon ESG Playbook p

INTELEX

The ESG Governance Zone

As required by CSRD, Datamaran helps
companies to easily understand their
double materiality, set appropriate
targets and continuously monitor the
evolving issues. Allowing for the
establishment of an ongoing ESG
governance process.

®



@ Business Learning

" Institute

Powered by AICPA & CIMA

Ash Noah, CPA, FCMA, CGMA
VP & Managing Director Management
Accounting & ESG
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