Sustainability & Beyond.

NAVIGATING

SUSTAINABILITY
REPORTING PITFALLS

| TIPS AND INSIGHTS FOR
SUCCESSFUL DOUBLE
MATERIALITY ASSESSMENTS

1AT IS DOUBLE MATERIALITY?

Sustainability reporting assessments are becoming increasingly prevalent in
poth developing and developed markets, as .businesses everywhere face
similar risks, impacts, and dependencies.

If you're operating a private company, you might think:sustainability reporting
IS @ "nice to have." However, if for example your business is part of an EU or
Similar value chain or aims to service one, you will soon need to start reporting
to comply with current frameworks and standards. '

For instance the EU Corporate Sustainability Reporting Directive (CSRD) will
see roughly 11,000 companies in 2025 publish their first CSRD reports, and this
number is expected to grow to approximately 50,000.by 2029. ;

Some of the latest regulations ré_quire organizations to evaluate which of the
1000+ data points are required diéclosur_es for the company.
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KEY COMPONENTS OF
DOUBLE MATERIALITY

Double materiality comprises two distinct but interconnected
components: financial materiality and impact materiality.

FINANCIAL
MATERIALITY

This aspect of double materiality
focuses on how external
environmental and social factors,
such as regulatory changes,
climate risks, and shifts in
consumer behaviour, can impact a
company’s financial performance.
For example, stricter regulations
on carbon emissions could lead to
increased compliance costs, while
changing consumer preferences
for sustainable products could
affect sales and profitability.

Financial
Materiality

DOUBLE

Impact
Materiality
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IMPACT
MATERIALITY

The impact materiality
component considers how a
company’s operations affect the
environment and society. This
includes assessing the company's
contributions to climate change,
its effects on local communities,
and its role in promoting or

hindering social equity.

Y\ MATERIALITY
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66 Double materiality assessments
are an efficient way to narrow down the daunting
list of disclosure data points, focusing on the
specific points that are most relevant for your

unigue operation. ”

The double materiality process helps identify material impacts
on people, society, and the environment (impact materiality), as
well as the risks and opportunities that financially affect your
organization (financial materiality).

While Double Materiality offers a robust framework for sustainability reporting, it's not
without challenges. Your journey to effectively implement Double Materiality involves
navigating several common pitfalls. From our extensive experience we have prepared a
list of the most commmon challenges as well as tips to help guide you along the way.
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LACK OF CLEAR
METHODOLOGY

One of the primary challenges
Double Materiality assessme
is the absence of standardizec
methodologies.

Many businesses struggle to devel
consistent approaches to evaluati
both financial and impact materiali
To overcome this, it’s essential to
establish clear criteria and process
aligning assessments with existing
management frameworks while
remaining adaptable to your
company'’s unique context. The lac
standardization also means that yo
must be diligent in continuously
refining your methodologies, learn
from best practices in the industry
adapting to emerging trends in
sustainability reporting.
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RECOMMENDATIONS
& TIPS

Develop a tailored methodology
that incorporates both qualitative
and quantitative data.

Regularly review and update this
approach to reflect changes in your
business environment and stakeholder
expectations. Incorporate feedback
loops that allow for continuous
improvement, ensuring that your
assessments remain relevant and
effective in addressing both current and
future sustainability challenges.
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INADEQUATE COMMENDATIONS
STAKEHOLDER IPS
ENGAGEMENT

Effective stakeholder engagement IRt EnEagement methods,

is critical for a robust Double EERRREVEYS, in-depth

erviews, and focus groups, to

Materiality assessment, yet many
her high-quality data.

businesses fall short of involving
the right stakeholders at the right

. ritize stakeholders who can provide
time.

gue insights into both financial and
act materiality. Additionally, consider
Engaging a diverse range of timing and frequency of your
stakeholders, including your employees, agements to ensure that they align

customers, suppliers, NGOs, and key decision-making processes and
regulators, ensures that the assessment ide actionable insights when they

reflects a comprehensive view of most needed.
material risks, opportunities and impacts.

This broad engagement also fosters a

sense of ownership and accountability

among your stakeholders, as they see

their input directly influencing your

sustainability strategies.
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OVERLOOKING RECOMMENDATIONS
LONG-TERM IMPAC & TIPS

A common pitfall is the tendenc Adopt a forward-looking approach

to focus on immediate or in your assessments. Consider how

short-term risks while neglecti current trends might evolve and

potential long-term impacts. influence your business in the long
term.

This oversight can lead to incomplete

assessments that fail to capture This will help you better anticipate and

emerging risks or future opportunitie respond to future ESG challenges.

Focusing solely on the short term ca Engage in scenario planning to explore
also result in reactive strategies that different future possibilities, allowing
not fully address the underlying caus your company to develop flexible and
of sustainability challenges, leaving y resilient strategies that can adapt to a

company vulnerable to future range of potential outcomes.
disruptions.
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INCONSISTENT
SCORING
& PRIORITIZATION

Scoring and prioritizing materiality
factors can be highly subjective,
leading to inconsistencies across
different parts of your
organization.

This inconsistency can undermine the
reliability of your assessments and create
challenges when trying to integrate
findings into strategic decision-making
processes.
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RECOMMENDATIONS
& TIPS

Standardize your scoring system
and seek external validation to
ensure objectivity.

Consider involving third-party experts or
using benchmarking tools to enhance the
credibility of your assessments. Establish
clear criteria for scoring and
prioritization that are aligned with your
company’s strategic objectives and
ensure that these criteria are applied
consistently across the organization.
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FAILURE TO INTEG
FINDINGS INTO STR

One of the most significant pi
failing to effectively integrate
Materiality findings into your
business strategy.

The insights gained from the assess
should not just be disclosed in sust
reports but should actively inform
business decisions. Without prope
the value of the assessment is dimi
your company may miss out on opg
to enhance its sustainability perfor
resilience.
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RECOMMENDATIONS
& TIPS

Ensure that your Double
Materiality assessment results are
integrated into strategic planning
and decision-making processes.

This might involve setting new
sustainability targets, revising policies, or
launching initiatives that align with the
insights gained from the assessment.
Regularly review and update your
strategic plans to reflect the evolving
landscape of risks and opportunities
identified through your Double
Materiality assessments.
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REFINING SCORING RECOMMENDATIONS
AND PRIORITIZATION R TIPS

Navigating Double Materiality onduct comprehensive statistical
within frameworks, standards and analyses to reduce scoring biases
regulations such as CSRD offers and employ a tiered classification
valuable insights to enhance your system to track emerging issues.

sustainability reporting efforts.

his approach ensures that even non-
aterial issues are monitored for future
onsideration, aligning with your broader
isk management strategies.

These guidelines don’t prescribe specific
scales or thresholds for evaluating
impacts, risks, and opportunities, giving
you the flexibility to align these with
your broader risk management
strategies. However, it's crucial to
conduct thorough statistical analyses to
minimize biases in scoring. Using a tiered
classification system can help you
monitor emerging issues, even if they

aren't immediately material for external
reporting.
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OPTIMIZING RECOMMENDATIONS
STAKEHOLDER & TIPS
ENGAGEMENT

While regulatory frameworks su Implement targeted stakeholder

CSRD provide general guidance, engagement strategies, such as

to you to determine the most eff focused interviews and in-depth

methods for engaging stakehold research, to gather higher quality

and more relevant data.

Instead of broad surveys, targeted stre
like focused interviews and in-depth r This not only improves the insights

can produce more relevant data. derived from the assessment but also
This approach not only enhances the ¢ builds greater confidence among

of the information collected but also f stakeholders.

greater stakeholder confidence in the
assessment outcomes.
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ANTICIPATING THE ECOMMENDATIONS
WORKLOAD TIPS

Double Materiality assessments locate ample time and resources
under regulatory standards like r stakeholder identification and

CSRD are detailed and resource gagement, and ensure
intensive. akeholders are well-trained on

e requirements of frameworks

Allocating sufficient time for stakeholder e CSRD.
identification and engaging well-
informed subject matter experts (SMEs)
is crucial. Training stakeholders on these
requirements can help lay a strong
foundation for more efficient future
assessments. Additionally, documenting
the detailed scoring process is essential
for creating a reliable audit trail, which is

dcument the scoring process
eticulously to create a reliable audit
3il, which will be invaluable for any
surance provider.

important for any assurance provider.

Traversing Uncertainty Through Double Materiality Assessments

We have witnessed first hand how double materiality assessments help businesses and their
people better understand their operations, manage risks, and navigate these uncertain times.
GCX are sustainability experts specializing in ESG and double materiality assessments.
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