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EXECUTIVE SUMMARY 

The concept of materiality identifies what information matters and to whom. The definition of 
materiality varies, depending on from whose perspective something is evaluated. Information is 
material to an investor, for example, when it can make a difference in their decisions about investing 
with a company. Information is material to a company, when it can impact that company’s ability to 
create value. Information and sustainability aspects can be material to society in general when the 
activities of a company affect the world outside of its boundaries. It can be difficult for a company to 
navigate the various definitions and processes to identify and prioritize material sustainability 
information. 

Understanding what sustainability information is material is beneficial to companies in three primary 
ways. First, disclosing material information may be required by law, especially if the company is 
publically traded. Second, some standard sustainability reporting frameworks require companies to 
document a materiality assessment to ensure the appropriate information is disclosed. Finally, a 
company may use the results of a materiality assessment to more efficiently use resources and to guide 
strategy and objectives. Understanding what really matters to the success of a business allows that 
company to allocate limited resources on the things that will benefit the company the most in the short 
and long term. Failure to disclose information material to a stakeholder leaves a significant gap in the 
needs of the stakeholder for making decisions about the company. Reporting information that is not 
material is a waste of resources, may overwhelm the stakeholder with unnecessary information, and the 
truly important information gets buried amongst the non-material. Companies are challenged with 
finding the appropriate balance between reporting only what is needed and reporting enough.  

Companies assess materiality of information in different ways. This Masters Project compares four 
widely recognized materiality assessment methods. The Global Reporting Initiative (GRI) provides a 
detailed process for identifying material information in the G4 Sustainability Reporting Guidelines 
(2013). The International Integrated Reporting Council (IIRC) established the International <IR> 
Framework (2013) to standardize Integrated Reports, which includes a process to determine materiality 
of information, and thereby what to disclose in the Integrated Report. The Sustainability Accounting 
Standards Board (SASB) has developed sector specific standards identifying information likely to be 
material to specific industries, as well as a process by which companies can evaluate the materiality of 
additional information (2015). The results of the materiality assessment prescribed by the SASB is 
intended to inform companies publically traded in the United States on what to include in their legally 
required financial reports. Finally, the AA1000 AccountAbility Assurance Standard 2008  (“AA1000AS”) 
requires auditors to evaluate the materiality of corporate sustainability reports (AccountAbility, 2008a). 
The Materiality Framework was published in 2006 as part of The Materiality Report (Forstater et al.), 
produced by AccountAbility, BT Group, and Lloyds Register Quality Assurance (LRQA). The Materiality 
Framework is based on the AA1000AS reporting principles and outlines a process for businesses to 
identify and prioritize material sustainability issues. The Materiality Framework is intended to be used in 
sustainability reports and assurance standards. The GRI, IIRC, SASB and AccountAbility are leaders in 
sustainability materiality. 

A fifth materiality assessment method reviewed for this Masters Project is the Sustainable Value Matrix 
(SVM) developed by Robert G. Eccles and Michael P. Krzus, published in their book The Integrated 
Reporting Movement (2015). The SVM builds on the existing methods, and prescribes a process for 
companies to identify and prioritize sustainability issues by their materiality to the company and their 
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significance to society. Eccles and Krzus reference other sustainability materiality leaders for guidance 
throughout the process. The results of the SVM assessment are intended to identify what a company 
should disclose in an integrated report. 

This Masters Project also reviews Corporate Sustainability Reports from 18 of the largest, public 
manufacturing companies in the United States. There is significant variation across what companies are 
doing. Of the 18, only 11 disclosed their materiality assessment process in any detail. Even if they cited 
using a particular assessment method, the reports varied in level of detail disclosed, materiality 
threshold, and the number of material aspects identified.  

This Masters Project reviews the five materiality assessment methods for a specific client, Company X, 
who is a Fortune 100, multinational manufacturing company publically traded in the United States. The 
methods are compared and contrasted, then evaluated against the preferences of Company X. Company 
X values flexibility, and therefore prefers a method that does not prescribe elements of the process or 
have rigid parameters. In the end, this Masters Project makes recommendations for an ideal 
sustainability materiality assessment method for Company X combining elements of existing methods. A 
written procedure is provided for Company X to follow. 
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INTRODUCTION 

DEFINING SUSTAINABILITY MATERIALITY 

Companies are faced with a myriad of issues related to environmental sustainability. How does a 

company affect the environment? How does the environment affect the company? The number of ways 

a company affects or is affected by the environment seems endless.  

The International Standards Organization (ISO) defines an environmental aspect as an “element of an 

organization's activities or products or services that interacts or can interact with the environment” (ISO 

14001:2015(en) 3.2.2). The impact of the aspect’s interaction between the organization and the 

environment can be multidirectional. For example, Green House Gas (GHG) emissions from a 

manufacturing process may be an environmental aspect that interacts with the global climate. Likewise, 

global climate change may interact with the environmental aspect of water usage, if the climate change 

results in drought conditions where the organization is utilizing water resources. Examples of other 

environmental aspects for manufacturing firms include the release of chemicals to air, water or soil; 

energy use and consumption; waste generation; natural resource consumption.   

Mirriam-Webster (2015) defines compliance as “the act or process of doing what you have been asked 

or ordered to do” or “the act or process of complying.” Environmental compliance, then, is doing what 

laws, regulations or applicable standards require regarding environmental aspects. The concept is 

binary; a company is either compliant or is not compliant with a particular requirement. The context of 

compliance is in the present. The company is either compliant now or it is not compliant.   

The World Commission on Environment and Development (WCED) Brundtland Commission defines 

sustainable development as “development that meets the needs of the present without compromising 

the ability of future generations to meet their own needs” (World Commission on Economic 

Development, 1987). Corporate sustainability is a company’s ability to meet the needs of their 

stakeholders while not compromising their ability in the future to continue meeting the needs of their 

stakeholders (Searcy, 2012). In contrast to compliance, sustainability requires the company to be 

forward looking and to plan for future needs. Corporate environmental sustainability is a company’s 

ability to manage environmental aspects in such a way that meets the needs of their stakeholders now 

and in the future. Also in contrast to compliance, corporate environmental sustainability is not binary, 

but a spectrum of how well the company meets the needs of the stakeholders.  Environmental 
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sustainability aspects are environmental aspects managed as part of corporate environmental 

sustainability. 

Corporate Sustainability Reports (CSR) are reports written by companies to communicate corporate 

sustainability performance and progress to stakeholders. Cory Searcy and Ruvena Buslovich (2014) 

define sustainability reports as containing, “qualitative and quantitative information of interest to 

stakeholders on the company’s key sustainability issues and initiatives” (p. 149). There are differing 

names for CSR; for example, Corporate Citizenship Reports, or Social Responsibility Reports. 

Companies are challenged with identifying which environmental sustainability aspects are most 

important to manage and disclose in CSR. The number of environmental sustainability aspects to 

consider seems endless. There are varying stakeholders, each with different expectations and priorities. 

Almost half of the respondents in a survey conducted by Searcy and Buslovich (2014) identified 

“determining what to include” as a challenge to developing CSR (p. 162).  Under-reporting will not meet 

the needs of the stakeholder. Over reporting may be overwhelming to the stakeholder, or worse, an 

unnecessary expense to the company. Companies must determine which aspects matter more and 

which aspects matter less. 

Identifying which aspects are important to disclose, report, or manage (and those that are not) involves 

the concept of materiality. Simply defined, materiality is the measurements of how much something 

matters. The concept is more complex, however, involving identifying to whom the subject matters, 

how much it matters, and why. Material aspects matter enough to be disclosed, reported, or managed. 

A materiality assessment is a process by which a company systematically identifies what is material. A 

sustainability materiality assessment identifies which environmental sustainability aspects are material; 

which aspects should be disclosed, reported or managed. 

NEED FOR MATERIALITY ASSESSMENTS 

Companies may be compelled to perform a materiality assessment of environmental sustainability 

aspects for legal reasons, voluntarily as part of a sustainability reporting framework, or to maximize the 

efficient use of resources. Companies inside and outside the United States (US) may be required to 

disclose material sustainability aspects as a requirement of stock exchange regulation or other 

regulatory agencies. Companies that participate in certain voluntary sustainability reporting schemes 

may be required to perform a materiality assessment as part of the reporting framework.  Companies 
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may also want to identify the sustainability aspects on which they should focus their limited resources, 

the aspects most important to the success of their business.  

Identifying and disclosing material sustainability information is legally required for some companies. 

Companies publically traded in the United States must adhere to the regulations set forth by the 

Securities and Exchange Commission (SEC), including the disclosure of material environmental 

sustainability information (Sustainability Accounting Standards Board [SASB], 2014). The US Supreme 

Court in the 1976 ruling on TSC Indus V Northway Inc., defined an aspect as material if the “information 

presenting a substantial likelihood that the disclosure of the omitted fact would have been viewed by 

the reasonable investor as having significantly altered the ‘total mix’ of information made available” 

(SASB, 2014). The SEC defines information as material if, “the judgment of a reasonable person relying 

upon the report would have been changed or influenced by the inclusion or correction of the i tem” 

(Securities and Exchange Commission [SEC], 1999). The SEC bases materiality on the decisions of 

investors. A study performed by CSR Insight™ identified 60% of large companies may  not be in 

compliance with the SEC filing regulations where sustainability information is concerned (Lowson, 2012). 

The study cited poor assessments of materiality as a reason for noncompliance.  

White House Executive Order 13514 requires reporting for all US government organizations on their 

sustainability performance, including their supply chain (KPMG, Centre for Corporate Governance in 

Africa, Global Reporting Initiative, & United Nations Environmental Programme, 2013) . The US 

government has one of the biggest supply chains worldwide, which means that a significantly large 

number of suppliers are being reviewed for their sustainability performance. Although the Executive 

Order applies to US government organizations, it’s influence is further reaching into other public and 

private sectors through the supply chain. 

The United States is not alone in requiring or recommending disclosure of material sustainability 

information. Financial regulators in other countries have similar requirements or recommendations, 

such as Denmark, France, South Africa, and Sweden (Lydenberg, 2012). Companies in the European 

Union covered by Directive 2014/95/EU, based on size and activity, are required to disclose “relevant 

and material information” on several topics including environmental matters (European Commission, 

2014). The Directive requires certain large companies to disclose environmental matters and other 

sustainability related information in a non-financial statement (European Commission, 2014). 

Specifically, these companies are required to: 
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[P]rovide adequate information in relation to matters that stand out as being most likely to 

bring about the materialisation of principal risks of severe impacts, along with those that have 

already materialised. The severity of such impacts should be judged by their scale and gravity. 

The risks of adverse impact may stem from the undertaking's own activities or may be linked to 

its operations, and, where relevant and proportionate, its products, services and business 

relationships, including its supply and subcontracting chains. From article 8 of the Directive 

2014\95\EU. (European Parliament & Council, 2014)  

Investors are paying attention to environmental sustainability information. Indices around the world 

measure companies against social responsibility criteria, such as the Dow Jones Sustainability Indices 

(DJSI) in the United States (RobecoSAM, 2015), the Corporate Sustainability Index (ISE) and the Carbon 

Efficient Index (ICO2) in Brazil, the Hang Seng Corporate sustainability index in China, and the 

Johannesburg Stock Exchange (JSE) Socially Responsible Investment Index (SRI Index) in South Africa 

(Lydenberg, 2012). According to Steve Lydenberg of the Hauser Center for Non-Profit Corporations at 

Harvard University (2012), most place high importance on companies disclosing how they determine 

what environmental sustainability information is material. He also points out that investors are looking 

to these indices to evaluate sustainable performance of companies against peers, and identify the best 

performers. 

Every year, more companies are voluntarily reporting sustainability information, too, and increasingly 

are using established reporting frameworks.  Many of these frameworks are requiring companies to 

perform materiality assessments. The Global Reporting Initiative’s G4 Sustainability Reporting Guidelines 

not only require an assessment, but include a process for companies to use  (Global Reporting Initiative 

[GRI], 2013a). The Climate Disclosure Standards Board (CDSB) Framework is one of the newest, 

published in 2015, and focuses on reporting material environmental information (Climate Disclosure 

Standards Board [CDSB], 2015). The CDSB Framework requires a materiality assessment, and references 

existing methods for use, including AccoutAbility, the Global Reporting Initiative (GRI), the International 

Integrated Reporting Council (IIRC), and the Sustainability Accounting Standards Board (SASB). The 

United Nations Global Compact (UNGC) suggests using the GRI G4 for fulfilling the Global Compact 

Advanced and Active level requirements for the Communication on Progress (COP) (United Nations 

Global Compact [UNGC], 2013), which includes performing a materiality assessment. Even ISO 

14000:2015 requires companies to identify activities, products, and services that have a significant 

impact on the environment, and address these aspects in the management system (International 
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Organization for Standardization [ISO], 2015).  According to ISO14000:2015, companies determine 

significant impact by considering the consequence and likelihood of the impact (risk), and the 

requirements and expectations of effected groups and individuals (stakeholders).  

A company may also perform a materiality assessment in order to determine which environmental 

aspects are critical to the long-term success of their organization (Forstater et al., 2006).  Understanding 

which aspects are material helps guide corporate strategy and the allocation of resources (Forstater et 

al., 2006). Failing to understand what is material to key stakeholders may adversely affect the 

relationship with that stakeholder (Eccles & Krzus, The Integrated Reporting Movement, 2015).  

Attention to immaterial environmental aspects while neglecting the material aspects can be very costly 

to the company, even detrimental. Either way, the company needs to understand what is, and what is 

not, material for the company and stakeholders. Gary Niekerk, Director of Global Citizenship for the Intel 

Corporation, describes this dilemma well: 

Materiality is like packing a backpack for a hike: you can only bring the supplies that are 

absolutely critical, otherwise the weight will slow you down and eventually bring you to your 

knees. (as cited in Murninghan, 2013, p. ii) 

 

A materiality assessment identifies what to report and what not to report. Without assessing 

materiality, companies may be reporting too many aspects, thereby burying the material amongst the 

non-material. Reporting everything can be viewed as “carpet bombing” the reader with unnecessary 

information (Hanks, 2011). “It can sometimes feel like you are drinking from a firehose [sic] when you 

try to identify what is meaningful and relevant to your company and its stakeholders” (Johnson, 2015, p. 

32). All environmental sustainability aspects relevant to a company are important, but not all of them 

are material to the business or its stakeholders (Johnson, 2015). The SASB identifies on average only five 

material topics per industry (Sustainability Accounting Standards Board [SASB], 2015).  

[R]esearch shows that by focusing on the limited set of sustainability-related risks and 

opportunities identified by the SASB standards—those reasonably likely to have material 

impacts—companies can achieve superior results, including return on sales, sales growth, return 

on assets, and return on equity, in addition to improved risk-adjusted shareholder returns. 

(SASB, 2015, p. 5)  



Masters Project – Page 6 15 April 2016 – Phelps 

Understanding which sustainability aspects are material , can also drive corporate strategy (Forstater et 

al., 2006). Maya Forstater et al. points out in The Materiality Report (2006) that businesses looking to do 

more than just avoid problems use the materiality assessment process to understand the needs and 

expectations of key stakeholders. Furthermore, they convey that failing to recognize that an aspect is 

material to a stakeholder, and thereby not disclosing or reporting on the topic, leaves a significant gap in 

the needs of the stakeholder for making decisions about the company. “The relations that a company 

has with its key stakeholders can be critical to its own long-term financial and operational sustainability 

– and not just that of society more broadly” (George Dallas, Managing Director of Standard and Poor’s, 

as cited in Forstater et al., 2006, p. 16). 

TRENDS IN MATERIALITY ASSESSMENTS 

The number of sustainability reporting initiatives and requirements are increasing each year (KPMG et 

al., 2013). Table 1 Sustainability Reporting Trends, shows the number of mandatory and voluntary 

reporting initiatives increased between 2006 and 2013, as did the number of countries and regions 

represented by that trend. 

Table 1 Sustainability Reporting Trends (KPMG et al., 2013, p. 9)  
Table recreated from Carrots and Sticks (KPMG et al., 2013, p. 9)  

Number of 
Reporting 
Initiatives 

Type of Initiative 2006 2010 2013 

Mandatory  35 58% 94 62% 134 72% 
Voluntary 25 42% 57 38% 53 28% 

Total 60 151 180 
Countries & Regions 19 32 45 

 

The number of companies preparing corporate sustainability reports is also increasing. The GRI 

maintains a database of corporate sustainability reports called the GRI Reports List (Global Reporting 

Initiative [GRI], 2015). The reports listed for 2012 through 2014 in the GRI Report List indicate the total 

number of reports is increasing each year. The distribution between GRI and Non-GRI reports does not 

vary appreciably, but the total number of reports increased 12% between 2012 and 2013, then 7% 

between 2013 and 2014.  Figure 1 Number of Corporate Sustainability Reports in GRI Report List 

illustrates the increasing trend for total number of reports. Most manufacturing industries reflect the 

same trend. Figure 2 Number of Corporate Sustainability Reports by Manufacturing Industry in GRI 

Report List  (GRI, 2015) illustrates the trend in reporting for manufacturing industries. 

Figure 1 Number of Corporate Sustainability Reports in GRI Report List (2015) 
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Figure 2 Number of Corporate Sustainability Reports by Manufacturing Industry in GRI Report List (2015) 
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During a study in 2011 and 2012, Searcy and Buslovich (2014) interviewed 35 sustainability 

representatives of Canadian companies publishing sustainability reports, mostly from large companies. 

The study identified what methods companies used to determine the content of their sustainability 

reports. Of the companies reviewed in the study, only 31% identified explicitly that their companies 

performed materiality assessments. However, 63% of the companies reviewed in the study reported 

that they used the GRI guidelines either in full or in part, which does include a requirement to perform a 

materiality assessment.  Three participants, 9% of the study, cited ISO standards, and one corporation 

reported using the AccountAbility AA1000 standard. 

 

Figure 3 Timeline of Materiality Development 
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sustainability report were Ford Motor Company for 2004/2005 and BT Group for 2006 (Eccles & Krzus, 

2015). 

The IIRC, an international coalition, formed in 2010 with the objective to develop an integrated report 

for both sustainability and financial information (Eccles & Krzus, 2015). At the same time, the SEC 

published the Guidance on Reporting Climate Change (Securities and Exchange Commission [SEC], 

2010). The International <IR> Framework (the “<IR>”) was published by the IIRC in December 2013, in 

which section 3D describes a materiality determination process.  

Around the same time-frame as AccountAbility’s and the IIRC’s developments, GRI was improving its 

reporting framework. The GRI released the third generation of its Sustainability Reporting Guidelines 

(“G3”) in 2006, followed by “G3.1” in 2011 (GRI, N.D.). The most recent revision was released in 2013, 

“G4.” Standard Disclosure G4-18 requires companies to disclose how they determined report content, 

and the Implementation Manual provides a Materiality Assessment Method designed to meet the 

requirements of G4-18 (GRI, 2013a).   

While GRI was improving their reporting guidance, the SASB was developing sustainability accounting 

standards. The SASB organized in 2011 (Eccles & Krzus, 2015), with the mission to develop sustainable 

accounting standards for US public companies (SASB, 2015). Since then, the SASB has developed 79 

industry specific standards aimed at assisting companies to complete regulatory required filings with the 

SEC (SASB, 2015). They published the Implementation Guide for Companies in 2015, providing guidance 

on applying the SASB standards (SASB, 2015). 

An emerging trend in sustainability reporting is manufacturers connecting product innovation with their 

sustainability strategy (Eccles, Krzus, & Ribot, 2015). Specific innovation may include products that are 

less resource intensive, more energy efficient, or produce less waste.  Another emerging trend is climate 

change increasingly becoming standard in sustainability reporting (KPMG et al., 2013).  The CDSB 

Framework for Reporting Environmental Information & Natural Capital (2015), requires that climate 

change always be considered material (Requirement 04). The SEC requires companies to consider the 

consequence of climate change (SEC, 2013). The G4 requires companies to report climate change risks 

and opportunities in the Disclosures on Management Approach (G4-DMA) (GRI, 2013a). 

There have been significant developments during the past 13 years in both sustainability reporting 

standardization and increased attention to materiality in sustainability reports. The number of reporting 
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initiatives, whether mandatory or voluntary, is growing and spreading into more countries and regions 

each year. Year over year, more companies are making Corporate Sustainability Reports and including 

sustainability materiality assessments. Sustainability reporting and materiality are dynamic, and 

continually evolving. 

 

STATEMENT OF OBJECTIVES 

MASTERS PROJECT QUESTION 

This Masters Project (MP) will address the following question: Which method (or combination of 

methods) is ideal to identify and prioritize the materiality of environmental sustainability aspects for 

Company X?  

The objective of the MP is to evaluate established reporting frameworks and materiality assessment 

methods for identifying and prioritizing material environmental sustainability information, and to 

recommend or construct a materiality assessment method tailored to the needs of Company X. 

The primary advisor responsible for evaluating this project is Dr. Deborah Rigling Gallagher, Associate 

Professor of the Practice of Resource and Environmental Policy and Executive Director of the Duke 

Environmental Leadership Program, Division of Environmental Sciences & Policy, Duke University. 

PROJECT CLIENT: “COMPANY X” 

The client for this project wishes to be kept anonymous. As such, any identifying information will be 

withheld or redacted from this report. Throughout this document, the client shall be referred to as 

“Company X.” Any references to employees or representatives of Company X will be identified only by 

their role in the company. 

Company X is a multinational, Fortune 100 corporation manufacturing a diverse line of products and is 

registered with the US Securities and Exchange Commission (SEC).  Company X has asked for an 

evaluation of established Materiality Assessment Methods (MAM) to recommend which is most 

appropriate for them to use. They are interested in a MAM that will identify the sustainability 

information that should be reported in Corporate Sustainability Reports. 

It is important to note, however, that Company X has strong reservations regarding how the term 

“materiality” should be used. The company reserves the term “material” solely for use in SEC filings. 
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Company X maintains that there are specific legal requirements associated with identifying an aspect or 

information as “material”. For this project, Company X is interested in reaching beyond what it currently 

discloses in financial reports and to address the needs of a wider scope of stakeholders. Internally, 

Company X will continue to refer to “Sustainability Risk” as voluntary disclosure of aspects and 

information that impact the sustainability performance of the company. Likewise, internally 

“materiality” will be reserved for compliance related disclosures.  

The SASB would agree with this discernment of terms.  They caution that companies should not identify 

sustainability information as “material” in other sustainability reports that is not identified as  “material” 

in the financial reports (SASB, 2015). The SASB’s reason is this may cause confusion for investors and 

other stakeholders and it may also cause questions as to whether the financial reports are complete and 

accurate (2015). For the purpose of this project, the term “materiality” will continue to be used to 

include material aspects identified outside of SEC reporting. When the materiality assessment method is 

proposed for Company X, it will refer to “sustainability risk”. 

DEFINITION OF MATERIALITY 

Companies have traditionally disclosed financially material information in financial reports. Financial 

information is generally quantifiable (the costs and benefits can be measured numerically). Steven 

Lydenberg (2012), from the Hauser Center for Nonprofit Organizations at Harvard University, outlines 

typical financial indicators for materiality: 

1) 10% to 15% of average net income after taxes in recent years 

2) 5% to 10% of current year’s income from continuing operations before taxes 

3) 0.5 to 2% of total revenue or total assets 

4) 1% to 2% of owners’ equity (p. 14) 

Each of these indicators quantifiably identifies financial impacts as material or not material.   

Non-financial information, like most environmental sustainability aspects, is not easily quantified 

financially, and the impact on the company’s performance is not always well defined. There is no 

universal definition for materiality for sustainability information. The concept of materiality is not new, 

but the application to sustainability information is still evolving, evidenced by multiple sustainability 

materiality assessment methods and multiple definitions (see   
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Table 2 Definitions of Materiality). Linda M. Lowson of CSR Insight ™ argues the lack of standardization 

can cause confusion, both by the reporter and the audience (2012). She identified the potential 

consequences for the lack of standardization as potential “management spin, ambiguity, circumvention, 

and fraud” (2012, p. 64). 

How materiality for sustainability information is defined varies significantly by organization. Differences 

in definitions can be explained by differences in audience (to whom the information is material) or the 

type of framework in which the definition is used. The SASB and SEC specifically address the needs of a 

financial investor (SASB, 2013), as does the IIRC (IIRC, 2013). Other definitions broaden the scope to 

include all stakeholders making decisions regarding the company, including the definitions found in the 

G4 (GRI, 2013a) and AA1000 AccounAbility’s AA1000 Principles Standard 2008 (“AA1000PS”) (2008b). 

Other publications also take this wider approach, including Carrots and Sticks (KPMG et al., 2013), The 

Materiality Report (Forstater et al., 2006), the CDSB Framework (CDSB, 2015), and a 2014 Investor 

Listing Standards Proposal by Ceres. Companies defining materiality only for investors may select a 

narrower set of material sustainability aspects than companies defining materiality for other 

stakeholders. 

The type of framework from which the definition materiality comes influences the audience or 

stakeholders considered. The definition of materiality from the SASB or the IIRC applies to aspects 

considered for financial reports; SEC filings and integrated reports respectively (SASB 2013; IIRC 2013). It 

is reasonable that the audience be investors, as they are most likely to be the users of the financial 

reports. Likewise, the GRI G4 reporting framework is intended to be used by a wide range of 

stakeholders globally (GRI, 2013a). AccountAbility’s definition is applied to an assurance standard that 

assesses corporate sustainability reports, not necessarily financial reports (AccountAbility, 2008b).  
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Table 2 Definitions of Materiality 

Source Definition of Materiality 

SEC Rule 405  
(as cited in Karmel, 1978) 

“The term ‘material,’ when used to qualify a requirement for 
the furnishing of information as to any subject, limits the 
information required to those matters as to which an average 
prudent investor ought reasonably to be informed before 
purchasing the security registered” (p. 2). 

Staff Accounting Bulletin: No. 99 – 
Materiality  

(SEC, 1999)  

“A matter is material if there is a substantial likelihood that a 
reasonable person would consider it important.” 

The Materiality Report  
(Forstater et al., 2006)  

“Material issues are those things that could make a major 
difference to an organization’s performance. Material 
information provides the basis for stakeholders and 
management to make sound judgements about the things 
that matter to them, and take actions that influence the 
organisation’s performance” (p. 32). 

AA1000 AccountAbility Principles 
Standard 2008 

(AccountAbility, 2008b) 

“Materiality is determining the relevance and significance of 
an issue to an organization and its stakeholders. A material 
issue is an issue that will influence the decisions, actions and 
performance of an organization or its stakeholders” (p. 12).  

The International <IR> Framework 
(IIRC, 2013)  

 

“A matter is material if it could substantively affect the 
organization’s ability to create value in the short, medium or 
long term” (p. 33). 

Conceptual Framework of the SASB 
(SASB, 2013)  

“SASB follows the definition of materiality adopted by U.S. 
Securities law and case law… information is material if there 
is, ‘a substantial likelihood that the disclosure of the omitted 
fact would have been viewed by the reasonable investor as 
having significantly altered the “total mix” of the information 
made available’ (426 U.S. 438, 449 (1976)” (p. 9). 

G4 Sustainability Reporting 
Guidelines Implementation Manual  

(GRI, 2013a)  

“Material Aspects are those that reflect the organization’s 
significant economic, environmental and social impacts,; or 
that substantively influence assessments and decisions of 
stakeholders” (p. 244). 

Carrots and Sticks: Sustainability 
Reporting Policies Worldwide - 
Today’s Best Practice, Tomorrow’s 
Trends 

(KPMG et al., 2013)  

“A principle for classifying the importance of information. 
Derived from a principle of financial reporting, material 
information is information on economic, environmental, 
social and governance performance or impacts that should be 
disclosed on the grounds that it is a) highly relevant to an 
organization and b) is expected by key stakeholders as it may 
significantly affect their assessment of the organization” (p. 
84). 
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Source Definition of Materiality 

Investor Listing Standards Proposal: 
Recommendations for Stock Exchange 
Requirements on Corporate 
Sustainability Reporting 

(Ceres, 2014)  

“Investors contributing to this proposal have also generally 
agreed (though not unanimously) that the working definition 
of ‘materiality’ used in this proposal is based on that of the 
Global Reporting Initiative (which is similar to the definition 
promoted by the United Nations Global Compact): ‘Material 
topics for a reporting organization should include those topics 
that have a direct or indirect impact on an organization’s 
ability to create, preserve, or erode economic, 
environmental, and social value for itself, its stakeholders, 
and society at large’” (p. 3). 

CDSB Framework for Reporting 
Environmental Information & Natural 
Capital 

(CDSB, 2015) 

“Environmental information is material if: 
• The environmental impacts or results it describes are, due 
to their size and nature, expected to have a significant 
positive or negative impact on the organisation’s financial 
condition and operational results and its ability to execute its 
strategy; 
• Omitting, misstating or misinterpreting it could influence 
decisions that users of mainstream reports make about a 
specific reporting organization” (p.12). 

 

In addition to investors, the definition of materiality or sustainability risk for Company X will address 

other stakeholders. Because Company X is requesting an Assessment Method to identify and prioritize 

sustainability risks to be reported in corporate sustainability reports (not financial reports), the 

definition should include a wider set of stakeholders than just investors. The sustainability risk will be 

defined for Company X in the Discussion section of this report, after the Materiality Assessment 

Methods have been evaluated against the preferences of Company X. 

METHODS 

For this Masters Project, a Public Policy Analysis approach was used to analyze Materiality Assessment 

Methods (MAMs). A combination of the case study method and the multi-criteria method was used. As 

in a case study, an in depth review of each method was compared to a set of evaluation criteria. As in a 

multi-criteria method, the client was interviewed to determine values for each attribute. Materiality 

assessments of other large manufacturing firms were also reviewed. Based on the performance of the 

different MAM against those criteria, and the practices of other companies, I make recommendations 

for an optimal process to identify and prioritize environmental sustainability aspects for Company X.  
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SELECTION OF MATERIALITY ASSESSMENT METHODS 

Five Materiality Assessment Methods (MAMs) were evaluated for this project: 

 The Global Reporting Initiative’s G4 Sustainability Reporting Guidelines, (GRI, 2013a)  

 The Sustainability Accounting Standards Board’s standards and Implementation Guide for 

Companies, (SASB, 2015) 

 The International Integrated Reporting Council’s International <IR> Framework, (IIRC, 2013)  

 AccountAbility’s Materiality Framework (Forstater et. al., 2006)  

 The Sustainability Value Matrix (Eccles & Krzus, The Integrated Reporting Movement, 2015)  

All but the SVM are in use by other companies. The MAMs or associated frameworks are frequently 

cited in Corporate Sustainability Reports (CSR), published reports, and journal and periodical articles  

(see Table 3 Works Citing Materiality Assessment Methods or Associated Frameworks). The G4 

Sustainability Reporting Guidelines and the International <IR> Framework are sustainability reporting 

frameworks that include processes to identify material sustainability aspects. The SASB provides 

standards for sustainability reporting in SEC reports which include a process for assessing materiality. 

The Materiality Framework was created for AA1000 AccountAbility Assurance Standard 2008 

(“AA1000AS”), and is a MAM to use with other reporting frameworks or assurance standards (Forstater 

et al., 2006).  

Table 3 Works Citing Materiality Assessment Methods or Associated Frameworks 

Citation GRI IIRC SASB AccountAbility 

Identifying Natural Capital Risk and Materiality 
(ACCA, Flora & Fauna International, & KPMG 
LLP, 2013) 

X X  X 

Investor Listing Standards Proposal: 
Recommendations for Stock Exchange 
Requirements on Corporate Sustainability 
Reporting 

(Ceres, 2014)  

X X X  

CDSB Framework for Reporting environmental 
Information and Natural Capital 

(CDSB, 2015) 

X X X X 

The Integrated Reporting Movement 
(Eccles & Krzus, 2015) 

X X X X 

Models of Best Practice in Integrated Reporting 
2015 

(Eccles et al., 2015)  

 X   
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Citation GRI IIRC SASB AccountAbility 

The Adoption of the Materiality Concept in Social 
and Environmental Reporting Assurance: A Field 
Study Approach 

(Edgley, Jones, & Atkins, 2015) 

X   X 

Directive 2014/95/EU article 9 
(European Parliament & Council, 2014) 

X    

The Materiality Report  
(Forstater et al., 2006) 

X   X 

Addressing the Challenge of Materiality: More 
Than Just Compliance 

(Hanks, 2011)  

X X   

Implementation Guide for Companies 
(SASB, 2015)  

X X X  

Carrots and Sticks: Sustainability Reporting Policies 
Worldwide - Today’s Best Practice, Tomorrow’s 
Trends 

(KPMG et al., 2013)  

X X X X 

SEC ESG Noncompliance: Where the Rubber Meets 
the Road 

(Lowson, 2012) 

X X X  

On Materiality and Sustainability: The Value of 
Disclosure in the Capital Markets 

(Lydenberg, 2012) 

X X  X 

Corporate Perspectives on the Development and 
use of Sustainability Reports  

(Searcy & Buslovich, 2014)  

X   X 

Commission Guidance Regarding Disclosure 
Related to Climate Change 

(SEC, 2010) 

X    

The Sustainability Yearbook 2015 
(RobecoSAM, 2015) 

X X X  

Making the Connection: Using the GRI G4 
Guidelines to Communicate Progress on the UN 
Global Compact Principles 

(UNGC, 2013)  

X    

 

The SVM was published in 2015 in The Integrated Reporting Movement, by Robert G. Eccles and Michael 

P. Krzus. It is a method to identify and prioritize sustainability aspects. The SVM is included in this 

Masters Project because it is newly developed, and offers a perspective from an academic and 

researcher.  
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G4 Sustainability Reporting Guidelines (G4)  

GRI first released a framework that standardized Sustainability Reporting in 2000 (GRI, N.D.). A revised 

framework known as “G2” was released in 2002. “G3” was the next revision in 2006, followed by “G3.1” 

in 2011. Finally the most recent revision, G4, was released in 2013. The evolution of the GRI reporting 

guidelines included influence from the Coalition for Environmentally Responsible Economies (CERES), 

the United Nations Environment Programme (UNEP), the UNGC, the Rio+20 United Nations Conference 

on Sustainable Development in 2012, World Business Council for Sustainable Development (WBCSD), 

and various stakeholder groups throughout the years (GRI, N.D.). Standard Disclosure G4-18 requires 

companies to disclose how they determined report content, and the Implementation Manual provides a 

Materiality Assessment Method designed to meet the requirements of G4-18 (GRI, 2013a). The GRI 

guidelines (G3, G3.1, and G4) are the leading sustainability reporting framework (Boerner & Coppola, 

2014, p. 4; Searcy & Buslovich, 2014, p. 151; Willis, Campagnoni, & Gee, p. 12). 

Sustainability Accounting Standards Board (SASB)  

The SASB is a non-profit organization founded in 2011 (Eccles & Krzus, 2015), with the mission to 

develop sustainable accounting standards for US public companies (SASB, 2015). Since then, the SASB 

has developed 79 industry specific standards aimed at assisting companies to complete regulatory 

required filings with the SEC (SASB, 2015).  Each standard was developed through an evidence based 

process that engaged industry experts and public comment (SASB, 2015). The standards provide a list of 

sustainability aspects likely to be material and associated reporting metrics or indicators (SASB, 2015). In 

2015, the SASB published the Implementation Guide for Companies, which details a process to evaluate 

materiality of additional sustainability aspects. 

The International <IR> Framework (“the <IR>”) 

The IIRC is an international coalition formed in 2010 and tasked with developing an integrated report for 

both sustainability and financial information (Eccles & Krzus, 2015). More than just a reporting 

framework, the IIRC believes “integrated thinking” allows organizations to allocate capital efficiently, 

and thereby influence financial sustainability and create value (IIRC, 2013). The International <IR> 

Framework was published in December 2013 by the IIRC. The basis of the framework is to report how an 

organization manages six categories of capital: “financial, manufactured, intellectual, human, social and 

relationship, and natural capital” (IIRC, 2013, p. 4). The framework is intended for private companies to 

communicate with financial providers, but can be adapted for companies in other sectors and to 
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communicate with a wider audience as needed  (IIRC, 2013). Section 3D of the  <IR> describes a 

materiality determination process.  

The Materiality Framework 

The AA1000AS was first introduced in 2003 (AccountAbility, 2008b). At the center of the standard are 

three principles: Materiality, Completeness, and Responsiveness. These principles were explained 

further in the Guidance Note on the Principles of Materiality, Completeness and Responsiveness as they 

Relate to the AA1000 Assurance Standard published by AccountAbility in 2006. AccountAbility also 

produced The Materiality Report in 2006 which describes the Materiality Framework, a materiality 

determination process for companies to identify and assess material sustainability information 

(Forstater et al., 2006). Businesses can use the Materiality Framework to satisfy other reporting 

frameworks or assurance standards, in addition to AA1000AS  (Forstater et al., 2006). 

The Sustainable Value Matrix (SVM) 

Robert G. Eccles and Michael P. Krzus released the SVM in 2015 in the book The Integrated Reporting 

Movement.  Eccles is an extensively published Professor of Management Practices at the Harvard 

Business School (Eccles & Krzus, 2015). Krzus is an independent consultant, having extensive experience 

advising organizations on integrated reporting, including the IIRC Pilot Program. After a detailed 

evaluation of integrated reporting, the SVM was developed to address weaknesses in existing processes   

(Eccles & Krzus, 2015). Eccles and Krzus (2015) introduce the concept of a “Statement of Significant 

Audiences and Materiality,” and prescribe a specific type of matrix, the SVM, to prioritize sustainability 

aspects. Their process is intended for publically traded companies, and requires the involvement of the 

Board of Directors. The results of the assessment are used to determine disclosures for integrated 

reports  (Eccles & Krzus, 2015).  

SELECTION OF ASSESSMENT CRITERIA 

Attributes and Criteria 

The MAM were compared against three attributes and associated criteria. The attributes describe the 

assessment method, not the individual aspects that may be deemed material by the assessment. The 

Criteria provide more detailed analysis of the attribute.  

Attribute Definition – Definitions provide parameters for materiality concepts, such as “relevant 

aspects” or “stakeholders.” Criteria include whether the MAM defines the concepts Materiality, 
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Relevant Aspects, and Stakeholders. A highly defined concept sets parameters around what is included 

and not included in the concept.  

Materiality:  The MAM is evaluated for whether the definition of materiality includes only 

the impacts on the company, if the definition is broader than the company, or if the MAM 

leaves the definition of materiality up to the company. 

Relevant Aspect: The MAM is evaluated for whether or not it provides a definition 

(parameters) around what is considered a relevant aspect. 

Stakeholder: The MAM is evaluated for whether or not it provides a definition (parameters) 

around what is considered a stakeholder. 

Attribute Prescriptive – A prescriptive MAM actually prescribes specific requirements, such as 

prescribing that a particular aspect is always material or must be included in the assessment, or a 

particular reporting framework be used.  The criteria examine whether the MAM prescribes elements 

for each of the concepts. 

Material Aspects: The MAM is evaluated for whether it prescribes at least one aspect as always 

material, identifies potentially material sustainability aspects and allows the company to make 

the determination, or does not prescribe or suggest any aspects as always material. 

Relevant Aspects: The MAM is evaluated for whether it prescribes any aspect that must be 

included in the assessment, suggests a list of sustainability aspects to consider including in 

assessment, or does not prescribe or suggest any aspects for consideration. 

Reporting Indicators/Metrics: The MAM is evaluated for whether it prescribes indicators or 

metrics for material aspects, suggests indicators or metrics for material aspects for the company 

to consider, or does not prescribe or suggest indicators or metrics for material aspects. 

Reporting Framework: The MAM is evaluated for whether it is part of a specified reporting or 

disclosure framework or not.  

Stakeholders: The MAM is evaluated for whether it prescribes a list of stakeholders aside from 

investors or shareholders that must be included in the assessment, suggests a list of 
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stakeholders aside from investors or shareholders to consider including, or does not prescribe or 

suggest any stakeholders aside from investors or shareholders. 

Sector Specific: The MAM is evaluated for whether or not guidance specific to industrial sector 

is available. 

Time Frame: The MAM is evaluated for whether it requires a time frame of 5 years or longer for 

assessing aspects’ impacts. 

Management Level Involvement or Approval: The MAM is evaluated for whether it requires 

Board of Directors approval or involvement, requires management approval or involvement but 

does not specify Board of Directors, or does not specify a level of management approval. 

Attribute Incidence – This attribute measures how often the MAM is being used, or how many 

companies are using it. It’s a kind of measurement of popularity or benchmarking.  Criteria includes how 

many reports in 2013 and 2014 were filed using the MAM or associated framework, how often the MAM 

is referenced by the Corporate Materiality Assessments reviewed for this project, and any other 

referenced assessment of usage. Each criterion is evaluated for whether more or less than 50% of the 

sample reference used the MAM, or if it is not used.  

ESTABLISH VALUES AND WEIGHTING FOR EVALUATION CRITERIA 

Weighting establishes which attributes are more important and by how much. For this project, the 

“Swing Weight Method” was used. The exercise was performed with the “Sustainability Director” for 

Company X. First, the Sustainability Director identified what was the ideal for each attribute, and what 

was the least ideal. Then, starting with a hypothetical description of a MAM set with all three attributes 

as ideal, one or more of the attributes was “swung” to the least ideal version of the attribute. In each 

scenario, one or more of the attributes were “swung” from ideal to not ideal. The sustainability director 

was given the option in each scenario to change only one attribute. Based on their preferences, weights 

were established for each attribute.  

For the attribute Definition, Company X prefers the least definitions or parameters around the 

materiality concepts. A minimally defined MAM is ideal, and a highly defined MAM is the least ideal. 

Company X values as much flexibility in a MAM as possible.  
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Likewise, for the attribute Prescriptive, Company X prefers the least prescription for the concepts of 

materiality. A minimally prescriptive MAM is ideal, and a highly prescriptive MAM is the least ideal. Just 

as for Definition, Company X values as much flexibility in a MAM as possible. 

For the attribute Incidence, Company X prefers a well tested and commonly used MAM. A highly used 

MAM is ideal, and a MAM that is not used is the least ideal. Company X does not prefer to be a 

“trailblazer” where reporting is concerned. 

Details of the Swing Weighting Exercise can be found in Appendix A. 4 Comparative Matrix – Attribute 

Weights. The Sustainability Director’s preferences indicated that Incidence is the least important 

attribute, Definition is twice as important as Incidence, and Prescriptive is twice as important as 

Definition and four times as important as Incidence. Discussion with the Sustainability Director 

confirmed that this intuitively made sense to them and the weights were established. 

Each criteria was assigned a high, medium, or low value based on how ideal  the criteria scenario. The 

ideal scenario of the criteria was assigned a high value (numerically 1.00). The least ideal scenario was 

assigned a low value (numerically 0.33). If an intermediate scenario was identified, it received a medium 

value (numerically 0.67). The assigned values for each criteria are listed in Appendix A. 3 Comparative 

Matrix – Criteria Values. 

Each MAM was evaluated against the criteria and values for each criteria were assigned accordingly. The 

criteria values for each attribute were averaged to avoid artificially weighting attributes with more 

criteria. The score for each MAM was calculated as follows: 

𝑀𝐴𝑀 𝑆𝑐𝑜𝑟𝑒=   (𝑊𝐴  × 𝑉𝐴) 

Where: 
WA =   Weight of Attribute 
VA   =  Average of Values assigned to Criteria associated with 

the Attribute 
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SELECTION & REVIEW OF CORPORATE MATERIALITY ASSESSMENTS 

As part of this Masters Project (MP), the materiality assessments of other companies were reviewed. 

Companies were selected for review based on their industry and Fortune ranking. On October 5, 2015, 

the Fortune 500 list was reviewed (Fortune, 2015). Excluded were industries that are not manufacturing, 

or are part of food, beverage, tobacco, pharmaceuticals, or oil & gas, as these industries carry risks 

different from that of Company X. Specifically, the following industries were excluded:  

advertising and marketing 
airlines 
automotive retailing and 

services 
beverages 
computer software 
 diversified financials 
diversified outsourcing 

services 
education 
energy 
entertainment 
financial data services 
food consumer products 
food production 
food and drug stores 

general merchandisers 
health care 
homebuilders 
hotels 
casinos, resorts 
information technology 

services 
insurance 
internet services and 

retailing 
mail, package, and freight 

delivery 
mining, crude-oil production 
miscellaneous 
oil and gas equipment, 

services 

petroleum refining 
pharmaceuticals 
pipelines 
publishing, printing 
railroads; real estate 
securities 
specialty retailers 
telecommunications 
temporary help 
tobacco 
transportation and logistics 
utilities 
waste management 
and wholesalers

Because Company X is a manufacturing firm listed on the Fortune 100, these were the companies 

selected for review. To capture the largest companies, manufacturers ranked in the top 100 were 

considered. A lists of companies reviewed is in Appendix C. 1  Corporate Sustainability Reports Reviewed.  

For each company, the most recent corporate sustainability report was reviewed. If the report included 

a materiality assessment, it was compared against the other companies reviewed. A comparison of 

corporate materiality assessments is included in Appendix C. 2 Comparison of Corporate Materiality 

Assessments.  
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RESULTS AND OBSERVATIONS 

DESCRIPTION OF STANDARD MATERIALITY ASSESSMENT METHODS 

The materiality assessment process involves ten basic steps:  

1. Define Materiality 
2. Define Scope of Assessment 
3. Identify & Define Relevant Topics 
4. Importance/Significance to Stakeholders 
5. Importance/Significance to Company 
6. Prioritize Aspects 
7. Define Material Threshold 
8. Identify Material Aspects 
9. Validate Assessment 
10. Review Feedback 

The standard Materiality Assessment Methods (MAMs) reviewed for this project mostly follow this 

process, even if grouped into a fewer number of steps. See Appendix A. 1 Process Flow of Materiality 

Assessment Methods for a more detailed outline of each method as it correlates with this process. 

G4 Sustainability Reporting Guidelines (G4)  

The G4 materiality assessment method is described in the G4 Sustainability Reporting Guidelines (GRI, 

2013a). GRI defines material aspects as " those that reflect the organization’s significant economic, 

environmental and social impacts; or that substantively influence the assessments and decisions of 

stakeholders” (GRI, 2013a, p. 244). GRI further explains materiality as “the threshold at which aspects 

become sufficiently important that they should be reported” (GRI, 2013a, p. 11). Materiality is a guiding 

principle for completing a G4 sustainability report (GRI, 2013a). GRI recognizes that material aspects do 

not carry the same importance, and the most material aspects should be addressed in the most detail in 

the report  (GRI, 2013a).  “Identified Material Aspects and Boundaries” is one of the General Standard 

Disclosures that GRI requires in all G4 sustainability reports (2013a). Specifically, Standard Disclosure G4-

18 requires the reporter identify the process by which material aspects were determined and the 

guidance provides four distinct steps to doing this (GRI, 2013a, pp. 32-40): 

STEP 1: Identification 

The organization identifies relevant sustainability topics and associated boundaries. In 2013, GRI 

published the Sustainability Topics for Sectors, which lists potentially material aspects for 52 
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business activity groups (GRI, 2013c). GRI also published specific reporting guidance for certain 

sectors, but guidance has not yet been developed specifically for the manufacturing sector.   

STEP 2: Prioritization 

Both qualitative and quantitative assessment of relevant topics is used to rank the significance 

of each aspect. The analysis includes “influence on stakeholder assessments and decisions” and 

“significance of the organization’s economic, environmental and social impacts” (GRI, 2013a, p. 

36). The ranking, or prioritization, of the aspects can be visually represented on a matrix. The 

organization defines the thresholds for materiality, and thereby which of the aspects are 

material (GRI, 2013a, p. 37). It is during this step that the organization also decides the type and 

amount of data or explanations that will be disclosed for each material aspect (GRI, 2013a, p. 

38). 

STEP 3: Validation 

The validation process compares the identified material aspects to the G4 reporting principles 

(GRI, 2013a, p. 38). The validated list of material aspects must be approved by the organization’s 

senior level decision makers. "Validation is undertaken with the aim of ensuring a report 

provides a reasonable and balanced representation of the organization’s sustainability 

performance, including both its positive and negative impacts” (GRI, 2013a, p. 38). Following the 

validation process, the organization collects prescribed data and information to disclose or 

report on the material aspects. 

STEP 4: Review 

After the report is published, and prior to preparing the next sustainability report, the company 

reviews what was previously identified as material and considers feedback from stakeholders 

(GRI, 2013a, p. 39). The G4 process of determining material aspects is an iterative process. 
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Figure 4 “Defining material aspects and boundaries process overview,” from G4 Sustainability 
Reporting Guidelines: Implementation Manual (GRI, 2013a, p. 32) 

 

Sustainability Accounting Standards Board (SASB)  

The SASB adopts the US Supreme Court’s definition for materiality (SASB, 2015).  Categorized by its 

Sustainable Industry Classification System (SICS™), the SASB have published sustainability accounting 

standards for 79 industries, each including disclosure topics and accounting metrics (SASB, 2015). 

According the SASB (2015), these standards are intended for use by US companies filing reports with the 

SEC, to meet the requirements of Regulation S-K.  

For each disclosure topic identified for a particular industry, the company must consider it material 

unless there is “sufficient evidence to conclude that company activities related to the topic are not 

reasonably likely to cause a material effect (positive or negative) on financial conditions or results of 

operations” (SASB, 2015, p. 9), or there is clear evidence that “the topic is not strategically appropriate 

to the company or of interest to investors” (SASB, 2015, p. 9). Topics identified in the company’s 

applicable industry standard are considered material unless the company can prove otherwise.  The 

company is responsible for identifying any additional material topics not listed in the standard (SASB, 

2015). 
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SASB recommends a Five-Factor Test for determining materiality of additional topics (SASB, 2015). 

Companies are encouraged to assess each sustainability topic against five factors: 

DIRECT FINANCIAL IMPACTS & RISK: This factor assesses the likelihood that corporate 

performance on the topic will have a direct and measurable impact on near- or medium-

term financial performance. (SASB, 2015, p. 10)  

LEGAL, REGULATORY & POLICY DRIVERS: Existing, evolving, or emerging regulation may 

influence company actions and affect financial performance by forcing the 

internalization of certain costs and/or by creating upside opportunity associated with 

sustainability-related externalities. (SASB, 2015, p. 10) 

INDUSTRY NORMS, BEST PRACTICES & COMPETITIVE DRIVERS: Peer actions and 

disclosure on industry issues may create pressure for high standards of performance 

related to the management and disclosure of sustainability topics in order to remain 

competitive and satisfy investors. (SASB, 2015, p. 10)  

STAKEHOLDER CONCERNS & SOCIAL TRENDS: Stakeholders may raise concerns that 

could influence medium- or long-term financial or operating performance or create 

acute short-term financial impacts through changes in customer demand, influence on 

new regulations, and disruptions to business viability. (SASB, 2015, p. 10) 

OPPORTUNITIES FOR INNOVATION: New products and business models to address the 

topic can drive market expansion or have the potential for a disruptive change that 

provides new sources of competitive advantage. Financial impacts and risks associated 

with these innovations may be of interest to investors. (SASB, 2015, p. 10)  

Basically, the more factors an aspect or topic has strong (positive or negative) connection with, the more 

material the aspect (SASB, 2015). However, it is also possible that a single factor triggered, if strongly 

enough linked to the aspect or topic, could result in it being material (SASB, 2015). For this reason, the 

SASB suggests rating each of the factors for each aspect or topic, considering the likelihood, time-frame, 

and magnitude of the impacts (2015). Financial considerations should include revenues/costs, 

assets/liabilities, and cost of capital (SASB, 2015). The company must use judgment to determine the 

threshold at which an aspect or topic will be considered material (SASB, 2015). 
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The International <IR> Framework (the “<IR>”) 

An integrated report combines the requirements of financial reporting with corporate sustainability 

reporting. The IIRC developed the <IR> as a standardized process to creating an integrated report (IIRC, 

2013). As part of the framework, companies must determine which information can “substantively 

affect the organization’s ability to create value over the short, medium and long term” (IIRC, 2013, p. 

18). This is the IIRC’s guiding principle of “materiality” (2013). 

The <IR> includes four basic steps to determining material information (IIRC, 2013, pp. 18-19): 

 Identify relevant matters 

 Evaluating importance 

 Prioritizing important matters 

 Determining the information to disclose 

After identifying relevant sustainability matters, companies evaluate the importance of each matter for 

its “known or potential effect on value creation” (IIRC, 2013, p. 19). The potential effect (positive or 

negative) is based on the magnitude of the effect and the likelihood it will occur. According to the IIRC, 

the evaluation can be either quantitative or qualitative, but requires judgment on the part of the 

company, requiring consideration from internal and external perspectives and engagement of 

stakeholders (2013). The primary stakeholders of an integrated report are the financial capital providers, 

but may include other stakeholders who could significantly impact the company’s ability to create value 

(IIRC, 2013). Aspects are prioritized according to importance and the company determines at what 

importance threshold aspects will be considered material  (IIRC, 2013). 

Both positive and negative material aspects need to be disclosed in the integrated report  and the 

company again uses judgment to determine what information will be reported for each material aspect  

(IIRC, 2013). According to the IIRCS, it is important for information to be reported in a complete, 

balanced matter which considers the needs of internal and external stakeholders (2013).  Finally, those 

within the company responsible for governance should include a written acknowledgement of their 

responsibility for and participation in the materiality assessment process (IIRC, 2013). 
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The Materiality Framework 

AccountAbility published the first sustainability assurance standard in 2003 (AA1000AS) intended to 

“ensure the credibility and quality of sustainability performance and reporting” (Accountability, 2006), 

and revised it in 2008 (AccountAbility, 2008b). AccountAbility defines materiality as “determining the 

relevance and significance of an issue to an organisation and its stakeholders” (AccountAbility, 2008b, p. 

12). Furthermore, “a material issue is an issue that will influence the decisions, actions, and 

performance of an organization or its stakeholders” (AccountAbility, 2008b, p. 12).  

The Materiality Framework was published in “The Materiality Report,” a report produced by 

AccountAbility, BT Group, and Lloyds Register Quality Assurance (LQRA) (Forstater et al., 2006). 

According to its authors, the Materiality Framework is a method for companies to identify and assess 

material sustainability issues and it is intended to be used within other frameworks requiring a 

materiality assessment. 

Within the Materiality Framework, Materiality Determination is central to the continuous business 

processes of strategic planning, performance, reporting, and stakeholder engagement (Forstater et al., 

2006). There are three basic steps to the Materiality Determination cycle; Identify Issues, Prioritize, and 

Review.  

 
Figure 5 The Materiality Framework (from The Materiality Report (Forstater et al., 2006, p. 35)) 
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The first step to determining material aspects is to identify sustainability issues relevant to financial 

performance, strategy, policy, stakeholder concerns, and societal norms (Forstater et al., 2006). The list 

should consider risks and opportunities, both in the present and potential for the future. The  relevant 

issues can be identified both by internal sources of information and external sources like key 

stakeholders.  

The second step is to prioritize the issues according their internal and external significance to the 

company (Forstater et al., 2006). The company must develop criteria by which to measure (qualitatively 

or quantitatively) the issues against, considering risks and opportunities affecting financial and 

operational performance, reputation, and strategy  (Forstater et al., 2006). According to Forstater et al., 

significant stakeholder interests can be gauged indirectly from media coverage, trade organizations, and 

nongovernmental organizations, or directly from formal and informal customer feedback channels (i.e., 

complaints), and/or surveys (2006). Internal and external criteria should be weighted according to their 

significance to the company  (Forstater et al., 2006). 

The Materiality Framework proposes a materiality matrix to prioritize the issues (Forstater et al., 2006). 

Issues are plotted on a two-dimensional matrix; one axis for internal significance, the other for external 

significance  (Forstater et al., 2006). The company chooses thresholds to divide the matrix into zones 

corresponding to the level of commitment and reporting the issues require   (Forstater et al., 2006).  

Finally, the Materiality Framework requires the process to be reviewed by both internal and external 

advisory panels (Forstater et al., 2006). According to Forstater et al., stakeholders should have the 

opportunity to provide feedback and challenge the assessment (2006). They also assert that the 

materiality criteria, thresholds and the results of the assessment be approved by the Board of Directors 

(2006). 

The Sustainability Value Matrix (SVM) 

Robert G. Eccles and Michael P. Krzus examine the concept of materiality and how it is applied to 

integrated reports in their book, The Integrated Reporting Movement (2015). Eccles and Krzus do not 

provide their own definition of materiality in their book, but argue that it is a social construct; the 

concept exists only so far as its meaning is shared between the company and the audience  (2015). They 

compare the definitions from regulatory agencies, GRI, AccountAbility, SASB and IIRC as well as the CDP 

(formerly the Climate Disclosure Project) (2015). They point out that, even as important of a concept 
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materiality is to sustainability reporting, there is no authoritative definition (2015). Ultimately, however, 

they recommend that companies define materiality for themselves (2015). 

Eccles and Krzus introduce the idea of a Statement of Significant Audiences and Materiality in which the 

Board of Directors is required to create the statement defining what the company views as material (and 

not), and who the company views as significant stakeholders (and not)  (2015). 

The board’s Statement of Significant Audiences and Materiality is a new venue through 

which the board can strengthen the social construction attribute of institutional 

symbolism. This symbolism, which makes clear what the company cares about and what 

it does not, is the foundation for the verity of the company’s claims about its 

commitment to “sustainability.” It is an important way in which the company avoids the 

charge of “greenwashing,” but the company must also back up its claims about the 

audience and issues that are material and so included in their integrated report, with 

genuine resource commitments and stakeholder engagement… (Eccles & Krzus, 2015, p. 

133)  

Eccles and Krzus suggest using the SASB sector-specific guidance to identify sustainability issues relevant 

to investors, and to use the GRI guidance materials to identify issues relevant to other stakeholders 

(2015). Issues are evaluated against criteria established by the Board of Directors to measure the level of 

materiality to the company, and the perceived level of significance to i ts most important stakeholders 

(Eccles & Krzus, 2015). The issues are then plotted on the Sustainable Value Matrix (SVM) (Eccles & 

Krzus, 2015).  

The Board of Directors, based on the Statement of Significant Audiences and Materiality, define the 

“Firm Issue Materiality Threshold” for the company, and the “Society’s Issue Significance Boundary” for 

the stakeholders (Eccles & Krzus, 2015). These thresholds divide the SVM into quadrants, which may or 

may not be of equal size (Eccles & Krzus, 2015). Each quadrant delineates the level of reporting, 

stakeholder engagement, investment, and innovation required for the aspect (Eccles & Krzus, 2015).  

Comparison 

There are differences and similarities across the MAMs. They differ by the audience by whom they are 

intended to be used, and the type of materiality threshold. A similarity across the different methods was 

the necessity to apply judgment to the process. Two MAM involve in the process the concept of risk.  
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The intended users of the MAM vary by the type of report being prepared, the location of the company, 

and the type of company. The GRI G4 materiality assessment, as part of the G4 reporting framework, 

can be used by nearly any kind of organization “regardless of their size, sector or location” (GRI, 2013a, 

p. 4). The SASB standards are intended for use by US publically traded companies (SASB, 2015). The <IR> 

Framework (IIRC, 2013) and SVM are designed for companies developing an integrated report (Eccles & 

Krzus, 2015). AccountAbility is the least clear, only stating that it is designed for businesses needing a 

method of materiality determination (Forstater et al., 2006).  

The audience of the materiality assessment results is also a variable across the MAM.  The SASB 

audience is the most specific, intended for investors and providers of financial capital, specifically those 

reading the SEC filings and reports (SASB, 2015). The primary audience for the SVM (Eccles & Krzus, 

2015) or the <IR> (IIRC, 2013) is investors and stakeholders interested in the company’s ability to create 

value. The Materiality Framework is meant for the business management, investors, government, and 

civil society (Forstater et al., 2006). The audience of the G4 reporting framework is the broadest, 

encompassing anyone affected by activities or products of the company and anyone affecting the 

company’s ability to meet its strategies and objective  (GRI, 2013a) s. The audience can include more 

directly affected stakeholders like shareholders and employees, as well as external stakeholders 

including communities and civil society (GRI, 2013a).  

The type of materiality threshold is another variable across the MAM. The G4, the Materiality 

Framework, and the SVM, all use a form of materiality matrix to establish a materiality threshold. 

Aspects are plotted on the matrix and either fall above or below the established threshold. The 

Materiality Framework matrix is used not just for prioritizing aspects, but also to determine the level to 

which the company should address the aspect (Forstater et al., 2006). Like the Materiality Framework, 

the SVM doesn’t just prioritize aspects, but determines to what level the company should address the 

aspect (Eccles & Krzus, 2015). The SASB prescribes a Five-Factor test to determine materiality where 

aspects are evaluated against the five factors, or criteria, and the number of factors and/or strength of 

the connection of the factor determines the materiality (SASB, 2015). Whether a matrix or a test is used 

to determine materiality, it is ultimately the company that must define the threshold. Regardless of the 

type of materiality threshold, all of the MAMs require the company to determine the threshold by which 

aspects will or will not be material. 
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A similarity across all of the MAMs is the necessity to apply judgment to the process. Sustainability 

aspects are not always easy to quantify, making materiality determination difficult. “SASB recognizes 

that materiality is not an easily applied concept and requires significant judgment, particularly for non-

financial information” (SASB, 2015, p. 9). “[Materiality] requires judgment and will depend on the nature 

of the matter in question” (IIRC, 2013, p. 19). “Professional judgement and skills, albeit informed by 

clearer criteria and quality data remain critical in the determination of materiality” (Forstater et al., 

2006, p. 30). “Deciding where to draw the thresholds dividing material from non-material is one of the 

key judgement calls in understanding and responding to emerging issues. There is still little in the way of 

broad consensus about what might be a valid threshold” (Forstater et al., 2006, p. 48). “Inevitably, the 

process for defining report content requires subjective judgments. The organization is expected to be 

transparent about its judgments” (GRI, 2013a, p. 31). This application of “judgement” contributes to the 

subjective nature of and inconsistency between materiality assessments. 

The <IR> and the SASB include magnitude and likelihood as factors in prioritizing sustainability aspects.  

The <IR> states that determining if a relevant aspect is material “involves evaluating the magnitude of 

the matter’s effect and … its likelihood of occurrence” (IIRC, 2013, p. 19). When applying the SASB’s Five 

Factor Test, companies are to consider the magnitude and likelihood of financial impacts (SASB, 2015). 

ISO defines risk as potential impacts, based on the consequences and likelihood of the impact (ISO, 

2015).  The SASB further expands on the idea of risk when describing how companies should decide 

what to disclose in the Management’s Discussion and Analysis (MD&A) portion of financial reports 

(SASB, 2015). The SASB recommends, “companies should consider the probability of events occurring 

and the quantitative and qualitative magnitude of those risks, including potential costs and other 

consequences. Companies should also consider the adequacy of preventative actions taken to reduce 

risks in the context of the industry in which they operate” (SASB, 2015, p. 38). Both the <IR> and SASB 

include the concept of risk in their MAM. 

The users, audiences, and type of materiality threshold of the MAM differentiate the methods.  

Although they each require the company to use judgment when evaluating materiality, this too adds to 

potential variation caused by subjective inconsistencies.  Two MAM incorporate the assessment of risk. 

Determining which MAM to use can be a difficult decision for companies, requiring the evaluation of 

multiple differentiating criteria.  
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COMPARE AND CONTRAST MATERIALITY FRAMEWORKS AGAINST SELECTED CRITERIA 

Each of the five MAM was evaluated against three attributes – Definition, Prescriptive, and Incidence – 

and their associated criteria. The full Comparative Matrix for the Materiality Assessment Methods 

(MAM) is found in Appendix A. 2 Comparative Matrix – Materiality Assessment Methods. The 

description of comparisons is found in Table A. 2 Comparative Matrix – Materiality Assessment Methods 

and the overall scoring (the application of weights and values) is summarized in Table A. 3 Comparative 

Matrix – Attribute & Criteria Scoring. 

The SASB Standards scored the highest for overall "Definition." It includes a definition for materiality 

that focuses only on the success of the company (moderate value to Company X). It does not define 

relevant aspects or stakeholders, leaving the company to decide the parameters of these concepts (high 

value to Company X). 

The <IR> scored the highest for overall “Prescription.”  The <IR> does not prescribe material aspects, 

relevant aspects, stakeholders, or indicators/metric (high value to Company X), but it does specify 

consideration of long-term impacts and is part of a specific reporting framework (low value to Company 

X). The <IR> requires a statement from management responsible for governance (moderate value to 

Company X). The <IR> is not sector specific (low value to Company X).  

Without surprise, because it is the leading sustainability reporting framework, GRI G4 reporting 

guidelines scored the highest for incidence. Company X values a highly used and tested method. The 

SVM has not yet been used, as it was published in 2015. Likewise, most of the SASB standards are 

similarly new, including the SASB Implementation Guide for Companies, resulting in few references and 

lower incidence of use.  

Once attribute weights are calculated in, the highest scoring MAM is the SASB Standards. Although the 

standards are not frequently used yet, the MAM described by the SASB is minimally defined and only 

moderately prescriptive. Two criteria that improve the “Prescriptive” score are that the standards are 

sector specific and the time frame for consideration is not prescribed, but five years is recommended. 

Both of these criteria are ideal to Company X. Although sustainability aspects likely to be material are 

proposed by the standards, ultimately it is the company that determines materiality. 

Based on this assessment, Company X is advised to consider the SASB standards for determining 

sustainability information to disclose in Corporate Sustainability Reports, even if not used for financial 
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reporting. It is important, also, that the SASB MAM involves assessing risk. This is in line with Company 

X’s preference to refer to the reportable aspects as “Sustainability Risks” as opposed to “Material 

Aspects.” 

REVIEW OF CORPORATE MATERIALITY ASSESSMENTS 

Eighteen companies were identified as manufacturing firms listed in the top 100 Fortune companies 

(Fortune, 2015). They are listed in Appendix C. 1  Corporate Sustainability Reports Reviewed. The most 

recent (as of January 2016) Corporate Sustainability Report for each company was evaluated. Of the 18 

companies reviewed, 11 included a description of a materiality assessment process.  The comparison of 

these assessments is in Appendix C. 2 Comparison of Corporate Materiality Assessments. 

Of the 11 sustainability reports including a materiality assessment, all  cited having at least referenced 

GRI guidelines, two referenced IIRC, two referenced SASB standards, and two cited AccountAbility . Of 

the sustainability reports including a materiality assessment, 3M Company (“3M”) (2015, p. 163), DOW 

Chemical Company (“DOW”) (DOW Chemical Company [DOW], 2015, p. 5), DuPont (2015, p. 1), Ford 

Motor Company (“Ford”) (2015a, p. 99), General Motors Company (“General Motors”) (2015, p. 22), HP 

(2015, p. 129), Intel (2015, p. 4), Johnson Controls, Inc. (“Johnson Controls”) (2015, p. 327), and 

Lockheed Martin Corporation (“Lockheed Martin”) (2015, p. 2) identified their report as "in accordance" 

with GRI guidelines. Reports that cited IIRC include Intel (2015, p. 4), and Lockheed Martin (2015, p. 13). 

Reports referencing SASB standards include HP (2015, p. 11) and Lockheed Martin (2015, p. 13).  3M 

(2015, p. 176) and General Motors (GM 2015, p. 107) referenced AccountAbility.   

All of the companies disclosing a materiality assessment cited using a materiality matrix as part of the 

assessment process. Ten of the companies provided an image of their matrix. Of those, all except 3M 

(2015) identified the X-axis as company concerns, and the Y-axis as stakeholder concerns.  This similarity 

makes comparison of material aspects across companies somewhat more uniform. Cisco Systems, Inc 

(“Cisco”) (2015, p. A6) and DOW (2015) divided the matrix into nine cells, with aspects assigned to 

respective cells; the axes of the remainder of the matrices were depicted as continuous spectrum with 

aspects placed according to some calculated value. The method of a continuous spectrum makes it 

easier to see how the aspects were prioritized. General Motors (2015, p. 23) and Lockheed Martin 

(2015, p. 13) both depicted a numeric scale for each axis, but did not disclose how the numbers were 

calculated. 3M (2015) chose to include a “3rd dimension” by which the size of the marker indicates the 

perceived ability to make a positive difference. Company X, to be consistent with and comparable to 
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other companies, should construct a materiality matrix with the company’s concern displayed on the X -

axis as part of their materiality assessment process. 

All 11 sustainability reports describing a materiality assessment included a statement from the Chief 

Executive Officer (CEO) and/or Chairman of the Board of Directors. Intel, however, stated that the Board 

of Directors reviewed the assessment as part of the process (Intel, 2015, p. 21). Some of the reports 

included statements from other executives, officers or board members.  Consistent with other 

companies, Company X should include a statement from the CEO and/or Chairman of the Board of 

Directors. 

The number of material environmental sustainability aspects identified by the assessments range 

between two and 11, with 7 being the average. Three reports specifically identify “Energy and Climate” 

in their materiality assessment; 3M (2015, p.11), Caterpillar Inc. (“Caterpillar”)(2015, p. 30), and DuPont 

(2015, p. 6). DOW (2015, p. 42) identified Climate Change as an aspect of its own. Ford identified 

Climate Change Resilience Strategy as material (2015a, p. 129). Although HP does not identify Climate 

Change, it does identified Green House Gas (GHG) emissions as material (2015, p. 127). Six of the eleven 

materiality assessments identified Climate Change and/or GHG as material. Company X should 

benchmark the results of their Sustainability Risk Assessment with the Materiality Assessments of other 

companies. 

The definition of materiality differs across the corporate sustainability reports. Seven companies 

provided a definition for materiality or material information; 3M (2015, p. 10), DOW (2015, p. 40), 

DuPont (2015, p. 4), Ford (2015a, p. 123), Intel (2015, p. 21), Johnson Controls (2015, p. 31), Lockheed 

Martin (2015, p. 13).  Of those, 3M and DOW cite adopting GRI’s definition for materiality. Intel 

specifically cites using the definition of materiality from the Materiality Framework developed by 

AccountAbility, and also specifies that the definition of materiality in their sustainability report is not the 

same as the financial definition (2015, p. 21). Lockheed Martin does not use the term "materiality" at all 

in their report, but refers to "core issues" and the "core issues assessment" (2015, p. 2). Company X is 

not alone in their concerns about using the term “materiality” in their report. 

Stakeholders and stakeholder engagement varied, too, but are difficult to quantify. None of the 

materiality assessments identified specific stakeholders, but instead identified stakeholder groups (e.g., 

customers, employees, regulators, investors). The most commonly cited stakeholder engagement 

method was surveys. The companies that conducted surveys include 3M (2015, p. 10), Caterpillar (2015, 
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p. 22), Cisco (2015, p. A7), DuPont (2015, p. 4), General Motor Company (2015, p. 22), Intel (2015, p. 21), 

and Johnson Controls (2014, p.1). Companies citing the use of interviews to engage stakeholders include 

3M (2015, p. 10), DOW (2015, p. 40), DuPont (2015, p. 4), Ford (2015a, p. 231), and Johnson Controls 

(2014, p.1). Other forms of engagement included committees, focus groups, blogs and social media. 

Company X should consider both surveys and interviews as a method of stakeholder engagement. 

DISCUSSION 

PROPOSED MATERIALITY ASSESSMENT METHOD 

Based on the evaluation performed for this Masters Project, Company X has two alternatives. First, of 

the established materiality assessment methods, the SASB standards best match the needs and 

preferences of Company X. Therefore, Company X may choose to use the SASB standards to determine 

content of Corporate Sustainability Reports. Second, Company X could use an assessment method that 

combines the most ideal aspects from existing methods, to create a customized assessment method.  If 

Company X chooses the latter, a proposed MAM may follow the “Plan, Do, Check, Act” (PDCA) process 

described in the ISO 140001:2015 standard (ISO, 2015). This process will lend standardization to a 

customized procedure. The proposed customized MAM may include: 

PLAN 

1. Define “Sustainability Risk”, key stakeholders, and the scope of the assessment. 

2. Identify and define relevant sustainability aspects; each of the evaluated MAMs included a 

step to do this. 

DO 

3. For each aspect, evaluate importance/significance to stakeholders and to the company’s 

performance, and prioritize. 

4. Identify Sustainability Risks and associated indicators. 

CHECK 

5. Validate assessment by benchmarking with peers and review by Board of Directors. 

ACT 

6. Publish assessment and results as part of Corporate Sustainability Report. 

7. Review feedback from stakeholders. 

 

Similar to the Sustainable Value Matrix (SVM) from Eccles and Kzrus (2015), Company X should first 

define risk (materiality), key stakeholders and the scope of the assessment. Unlike the SVM, however, 

Company X should not be required to disclose relative importance of stakeholders, as this can cause 

tension in the relationships with customers, investors, suppliers, etc. Of the Corporate Materiality 
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Assessments evaluated, none of the companies disclosed the relative importance of key stakeholders by 

their respective identities.  DOW, in their report “Sustainability 2014”, provided the most information 

about the identities of their external stakeholders by identifying specific councils, panels, and 

consortiums consulted (2015). DOW did not, however, disclose the relative importance (ranking or 

weight) of these stakeholders. 

The SASB relies on a definition of materiality from the US Supreme Court (SASB, 2015). Company X does 

not want to use the term “material” to describe Sustainability Risks disclosed only in the Corporate 

Sustainability Report and not the SEC reports. Therefore, Company X may choose to adopt a more 

general definition of Sustainability Risk. The <IR> (IIRC, 2013) and Materiality Framework (Forstater et 

al., 2006) both have definitions of materiality that focus on the performance of the company, but do not 

specifically refer to a regulatory definition. Based on the definition from the <IR> (IIRC, 2013), Company 

X may wish to consider the following definition: 

Sustainability Risks are matters that substantively affect Company X's ability to create value over 

the short, medium and long term. 

 Company X will need to further define, “substantively affect.”  They will also need to further define 

what is meant by “short, medium and long term.” These definitions should reflect corporate strategic 

plans. The SASB standards do not prescribe a time-frame either, but recommends a five-year outlook, 

consistent with typical financial planning (SASB, 2015). By definition environmental sustainability aspects 

involve long-term future impacts. Although Company X may choose to use the five year cycle for its 

assessment, too, I recommend that they consider a longer time-frame for sustainability impacts. Shorter 

term time-frames are more consistent with compliance related reporting 

Because this option is customized to Company X, there are no prescribed aspects as material or required 

for consideration in the assessment. Company X has several options to consider identifying relative 

sustainability aspects. The SASB standards include a list of topics likely to be considered material (or 

Sustainability Risks) and recommend reviewing peer reports for potential relevant topics (SASB, 2015). 

The GRI also provides lists of potential relevant aspects in Sustainability Topics for Sectors (GRI, 2013c). 

Eccles and Krzus recommend using both the SASB and GRI documentation for identifying relevant 

aspects (Eccles & Krzus, 2015). 
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Company X will need to evaluate each relevant sustainability aspect for its importance or significance to 

both external stakeholders and to the company. Company X will have to define “importance to the 

company,” but suggested criteria include: 

• “Direct financial impacts & risks” (SASB, 2015, p. 11)  

• “Legal, regulatory & policy drivers” (SASB, 2015, p. 11). 

• “Industry norms & competitive drivers” (SASB, 2015, p. 11). 

• “Opportunities for innovation” (SASB, 2015, p. 11), including, “strategic opportunities to boost 

competitive position” (Forstater et al., 2006, p. 39). 

• “Reputational risks and opportunities” (Forstater et al., 2006, p. 39). 

Company X will have to define “importance to external stakeholders,” but should include “stakeholder 

concerns” (SASB, 2015, p. 11) and “societal norms, particularly where linked to possible future 

regulation” (Forstater et al., 2006, p. 16). 

Company X will need to define values for each criteria and evaluate each relevant aspect against the 

criteria. Stakeholders may be weighted according to their significance to the company. Values calculated 

based on these criteria can be plotted on a materiality matrix to visually prioritize each aspect. For 

consistency with other companies, the X-axis should represent, “Importance to the Company,” and the 

Y-axis should represent, “Importance to Stakeholders.” Company X will need to define threshold for 

each axis that defines “Sustainability Risk.” I suggest as a starting point to consider the top 1/3 of 

aspects for each axis, and then adjust as is reasonable to the company. An example evaluation is found 

in Appendix B. 1 Proposed Risk Assessment Procedure for Company X, Tables 2 through 3 Example 

Assessment Tables. An example matrix is located in Table B. 4 Example Assessment Table – Prioritization.  

Only the SASB and GRI prescribe reporting indicators or metrics (SASB, 2015; GRI, 2013a), so this is not 

critical for the identification and prioritizing of material aspects or sustainability risks. Company X will 

need to identify appropriate indicators or metrics for each sustainability risk to include in the Corporate 

Sustainability Report, and may consider those found in the SASB standards for G4 guidelines. Although 

most of the assessment methods are part of reporting frameworks, AccountAbility’s Materiality 

Framework (Forstater et al., 2006) and the SVM (Eccles & Krzus, 2015) prove that this, too is not critical 

for the identification and prioritizing of material or high risk sustainability aspects. Company X may use 

their own reporting format or framework to report sustainability risks. Only the SASB is sector specific 

for manufacturing firms (SASB, 2015), and although this is desirable to Company X, it is not critical to the 
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assessment either. Company X may wish to reference the SASB standards to evaluate if any of the sector 

specific information is beneficial to their assessment.  

Once completed, the assessment should be validated. The assessment results should be compared to 

the original scope of and definitions for the assessment (GRI, 2013a), and peer reports and assessments 

(SASB, 2015). Where possible, stakeholders should be given the opportunity to review and critique the 

assessment (Forstater et al., 2006).  The Materiality Framework and Eccles and Krzus both recommend 

the assessment be reviewed and approved by the Board of Directors (Forstater et al., 2006; Eccles & 

Kzrus, 2015).  For credibility, I recommend Company X do the same. This is of little consequence as 

Company X already has Board Members involved in the sustainability reporting process. 

The standard MAMs mostly provide definitions of stakeholders and suggestions of stakeholders to 

consider and/or how to engage them. GRI presents the broadest definition of stakeholders, while the 

SASB standards are targeted to financial providers.  Company X identifies shareholders and customers as 

the primary stakeholders. These are stakeholders that have direct impact on the financial performance 

of the company. Because the assessment method for Company X is intended to identify information for 

Corporate Sustainability Reporting, I recommend they consider widening the scope of stakeholders to 

include groups less directly connected to the financial performance of the company, but still capable of 

impacting the company.  

A written procedure is included in Appendix B. 1 Proposed Risk Assessment Procedure for Company X. 

LIMITATION OF STUDY AND SUGGESTIONS FOR FURTHER RESEARCH 

This study focused on the identification and prioritization of material aspects or sustainability risks. The 

study did not identify how Company X should disclose or report on the results of the assessment. A 

similar analysis should be performed to identify which reporting framework, or combination of 

frameworks, is appropriate for Company X based on the information identified in the risk assessment.  In 

addition to framework, Company X will need to consider the format of the report as well; hard-copy, 

electronic document, interactive website, etc.  

More can be done for benchmarking with other companies. The evaluation of Corporate Materiality 

Assessments was limited to what was disclosed in Corporate Sustainability Reports, primarily more of 

the results than the process. Company X may want to focus attention to the reports of actual industry 
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peers (which could not be disclosed in this report due to anonymity agreement). Engagement of 

stakeholder organizations like CERES or KPMG could provide additional benchmarking benefits. 

CONCLUSION 

The pressure for companies to issue Corporate Sustainability Reports or Integrated Reports is increasing 

each year.  Stakeholders of this information are no longer limited to just investors, shareholders, and 

financial providers. Failure to disclose information material to a stakeholder leaves a significant gap in 

the needs of the stakeholder for making decisions about the company. Reporting information that is not 

material is a waste of resources, may overwhelm the stakeholder with unnecessary information, and the 

truly important information gets buried amongst the non-material. Companies are challenged with 

finding the appropriate balance between reporting only what is needed and reporting enough. Company 

X is no exception. 

Of existing Materiality Assessment Methods, the SASB Standards are the most appropriate for Company 

X to identify and prioritize sustainability information to include in Corporate Sustainability Reports. The 

SASB standards are not a perfect fit, though. They are intended to assist companies with SEC financial 

reports. They are prescriptive regarding relevant aspects, materiality thresholds, and reporting metrics 

and indicators. Although the SASB Standards are the best fit among the standard MAM, it still might not 

meet the needs of Company X. 

It is recommended that Company X use a customized risk assessment method developed as part of the 

Masters Project. The customized method follows a similar process as the standard MAM, but allows the 

company greater flexibility in defining concepts and is not prescriptive of what to consider. Company X is 

encouraged to evaluate long-term impacts of aspects and broaden the scope of stakeholders outside of 

investors and customers. 
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FREQUENTLY USED ACRONYMS 

CDSB Climate Disclosure Standards Board 

CEO Chief Executive Officer 

CERES Coalition for Environmentally Responsible Economies 

CSR Corporate Sustainability Reports  

GHG Green House Gas 

GRI Global Reporting Initiative 

IIRC International Integrated Reporting Council 

<IR> The International <IR> Framework  

ISO International Organization for Standards 

MAM Materiality Assessment Method 

SASB Sustainability Accounting Standards Board 

SEC Securities and Exchange Commission 

SVM Sustainable Value Matrix 

UNEP United Nations Environment Programme 

UNGC United Nations Global Compact 

WCED World Commission on Environment and Development  
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APPENDICES 

A. COMPARATIVE MATRIX FOR MATERIALITY ASSESSMENT METHODS 

Appendix A. 1 Process Flow of Materiality Assessment Methods 
Table A. 1 Process Flow of Materiality Assessment Methods 
All citations, unless otherwise cited, are from associated framework. 

FRAMEWORK 1.  DEFINE MATERIALITY 2.  DEFINE SCOPE OF ASSESSMENT 3.  IDENTIFY & DEFINE RELEVANT 
TOPICS 

4.  IMPORTANCE/SIGNIFICANCE TO 
STAKEHOLDERS 

5.  IMPORTANCE/SIGNIFICANCE TO 
COMPANY 

G4 Sustainability Reporting 
Guidelines Implementation 
Manual  
(GRI, 2013a)  

"Material Aspects are those that reflect the 
organization’s significant economic, 

environmental and social impacts; or that 
substantively influence the assessments 
and decisions of stakeholders. To 

determine if an Aspect is material, 
qualitative analysis, quantitative 
assessment and discussion are needed ” (p. 
244). 

G4-17: Define the organization; entities 
included/excluded from report (p.13). 

G4-18: Define the report scope (range of 
aspects)(p. 31). Also define the 
organization's key stakeholders, their 

relationship to the organization, and how 
they will  be engaged to provide input to 
this process (p. 37). 

G4-18 Step 1 IDENTIFICATION  
Identify topics relevant to the 

organization's activities, products and 
services; see Specific Standard Disclosures 
(p. 62) and Sustainability Topics for Sectors 

(GRI, 2013c). Identify the boundaries of 
each aspect; where the aspect impacts the 
organization, or outside the organization 
(p. 34). 

G4-18 Step 2 PRIORITIZATION 
Assess and prioritize the influence the 

aspect has on stakeholder assessments 
and decisions toward the organization (p. 
36). Viewpoints of stakeholders are 

considered from sources outside of this 
assessment and from stakeholder 
engagement during the assessment. The 
assessment can be either qualitative or 

quantitative.  

G4-18-Step 2 PRIORITIZATION 
Assess and prioritize the significance of 

positive and negative impacts of each 
aspect on the success of the organization 
(economic, reputation, strategy, etc.) (p. 

37). Consider both the likelihood and 
severity of the impact on current and 
future business. The assessment can be 
either qualitative or quantitative.  

6.  PRIORITIZE ASPECTS 7.  DEFINE MATERIAL THRESHOLD 8.  IDENTIFY MATERIAL ASPECTS 9.  VALIDATE ASSESSMENT 10. REVIEW FEEDBACK 

G4-18-Step 2 PRIORITIZATION 
Plot aspects on a Materiality Matrix, where 
the X-axis represents "significance of the 

organization's economic, environmental 
and social impacts" and the Y-axis 
represents the "influence on stakeholder 
assessment and decisions" (p. 37). 

Although the matrix is not mandatory, it is 
a visual representation of the prioritization 
process. 

G4-18-Step 2 PRIORITIZATION 
Define criteria or thresholds that will  
determine if an aspect is material. 

Consider the significance to both the 
organization and the stakeholders.  
"Aspects of high significance to key 
stakeholders concerning their own 

interests are expected to be considered 
material for reporting” (p. 27).  
 

G4-18-Step 2 PRIORITIZATION 
Identify the material aspects from the 
prioritization process (p. 27).  If using a 

matrix, the upper right area of the matrix 
generally represents material aspects. 
Determine the level of coverage differing 
priority level  aspects will  receive in the 

report. Identify indicators (e.g., data) to 
adequately describe the organization’s 
activities and progress around material 

aspects. 

G4-18-Step 3 VALIDATION  
Material aspects are validated against the 
original scope and boundaries (p. 38). 

Aspects should pass the tests for the 
Principle of Completeness (p. 13), the 
Principle of Materiality (p. 12), and the 
Principle of Stakeholder Inclusiveness (p. 

9). The list of material aspects must be 
approved by the organization’s senior 
decision-makers (p. 38). 

 

G4-18-Step 4 REVIEW 
After report is published, in preparation for 
the next cycle, review material aspects and 

consider stakeholder feedback on the 
report (p. 39).  
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The Materiality Framework 
As published in 
AccountAbility’s report  
The Materiality Report  
(Forstater et al., 2006) 

Part A: Working definition of materiality  
"Material issues are those things that could 
make a major difference to an 
organisation’s performance. Material 

information provides the basis for 
stakeholders and management to make 
sound judgments about the things that 

matter to them, and take actions that 
influence the organisation’s performance” 
(p. 32). 
 

Part B: Design principles for materiality 
determination processes (p. 33) 
The assessment must be designed to 
identify issues requiring action and 

determine what information matters to 
stakeholders.  
Part C: Implementation questions (p.34) 

The business must tailor the assessment 
process to their own needs, considering 
scope, stakeholders, and objectives of the 
assessment.  

Part D: The core process 
Stage 1: Issue identification (p.37) 
Identify issues relevant to the business 
and/or stakeholders. Include issues of 

positive and negative impact, of current 
and future impact, of internal and external 
impact. Relevant issues have direct 

influence on financial performance or 
strategy, are best practices of peers, are 
stakeholder concerns, or are societal 
norms. Engage stakeholders for input.  

Part D, Stage 2: Prioritization (p. 39) 
Choose criteria to assess and prioritize 
significance of each issue specifically as it 
matters to stakeholders. Assess 

stakeholder viewpoints through direct or 
indirect engagement. Criteria and 
stakeholders should be weighted to reflect 

relative influence on the business.  

Part D, Stage 2: Prioritization (p. 39) 
Choose criteria to assess and prioritize 
significance of each issue specifically as it 
matters to the business. Consider factors 

that positively and negatively impact the 
business (e.g., financial impact, reputation, 
competitive advantage, effect on 

performance against strategy and goals, 
etc.). Criteria should be weighted to reflect 
relative importance the business.  

6.  PRIORITIZE ASPECTS 7.  DEFINE MATERIAL THRESHOLD 8.  IDENTIFY MATERIAL ASPECTS 9.  VALIDATE ASSESSMENT 10. REVIEW FEEDBACK 

Part D, Stage 2: Prioritization 
Plot issues on a matrix where the X-axis 
represents "internal significance" and the 

Y-axis represents "external significance" (p. 
40).  

Part D, Stage 2: Prioritization (pp. 40-41) 
Establish thresholds for the X and Y axis 
that divide the matrix into zones of 

differing significance; divide into at least 
two zones (material and not material) or 
into more complex zones. Assessment may 

be qualitative or quantitative.  

Part D, Stage 2: Prioritization (pp. 40-41) 
Material issues are those that are 
significant to the business and to the 

stakeholders. Define the degree of activity  
and reporting to which each zone on the 
matrix will  correspond will  correspond.  

Part D, Stage 3: Review (p. 43) 
Internal and external stakeholders should 
be given the opportunity to provide 

feedback on the assessment and validate 
the materiality assessment is appropriate. 
The outcome of the assessment should be 

agreed upon at the Board of Directors 
level. 

Part D, Stage 3: Review (p. 43) 
The materiality assessment may be 
included in corporate sustainability 

reporting. Feedback from internal and 
external stakeholders should be 
considered in subsequent iterations of the 

assessment. 
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The International <IR> 
Framework  
(IIRC, 2013)  
 

Section 3D Materiality  
¶3.17 "An integrated report should 
disclose information about matters that 
substantively affect the organization's 

ability to create value over the short, 
medium and long term” (p. 18). 
¶3.19 "This process applies to both 

positive and negative matters, including 
risks and opportunities and favourable and 
unfavourable performance or prospects. It 
also applies to both financial and other 

information. Such matters may have direct 
implications for the organization itself or 
may affect the capitals owned by or 

available to others” (p. 18). 

¶3.30 Determine the boundary for an 
integrated report; define the financial 
reporting entity and identify external 
(beyond the financial boundaries) 

risks/opportunities and outcomes that may 
significantly affect the ability of the 
company to create value (p. 19).  

¶3.33 Applicable financial reporting 
standards should be used to define the 
financial entity (p. 20).  
¶3.10 Identify relationships with key 

stakeholders, and how the organization 
responds to their "legitimate needs and 
interests” (p. 17). 

¶3.18 "The materiality determination 
process for the purpose of preparing and 
presenting and integrated report involves: 
Identifying relevant matters based on their 

ability to affect value creation” (p. 18). 
¶3.21 "Relevant  matters are those that 
have, or may have, an effec t on the 

organization's ability to create value. This 
is determined by considering their effect 
on the organization's strategy, governance, 
performance or prospects” (p. 18). 

¶3.12 "Stakeholders provide useful insights 
about matters that are important to them, 
including economic, environmental and 
social issues that also affect the ability of 

the organization to create value” (p. 17). 
¶3.22 "Ordinarily, matters related to value 
creation that are discussed at meetings of 

those charged with governance are 
considered relevant. An understanding of 
the perspectives of key stakeholders is 
critical to identifying relevant matters” (p. 

19). 

¶3.25 "Magnitude is evaluated by 
considering whether the matter’s effect on 
strategy, governance, performance or 
prospects is such that it has the potential 

to substantively influence value creation 
over time” (p. 19). 

6.  PRIORITIZE ASPECTS 7.  DEFINE MATERIAL THRESHOLD 8.  IDENTIFY MATERIAL ASPECTS 9.  VALIDATE ASSESSMENT 10. REVIEW FEEDBACK 

¶3.27 "In evaluating the magnitude of 
effec t, the organization considers:  

Quantitative and qualitative factors; 
Financial, operational, strategic, 
reputational and regulatory perspectives; 
Area of the effect, be it internal or 

external; Time frame” (p. 19). 
¶3.28 "Once the population of important 
matters is identified, they are prioritized 
based on their magnitude. This helps to 

focus on the most important matters when 
determining how they are reported ” (p. 
19). 

¶3.24 " To be included in an integrated 
report, a matter also needs to be 

sufficiently important in terms of its known 
or potential effect on value creation. This 
involves evaluating the magnitude of the 
matter’s effect and, if it is uncertain 

whether the matter will  occur, its 
likelihood of occurrence” (p. 19). 
¶3.25 "... Matters may be considered 
material either individually or in the 

aggregate” (p. 19). 

¶3.39 "An integrated report should include 
all  material matters, both positive and 

negative, in a balanced way and without 
material error” (p. 21). 
¶3.29 "Judgment is applied in determining 
the information to disclose about material 

matters. This requires consideration from 
different perspectives, both internal and 
external, and is assisted by regular 
engagement with providers of financial 

capital and others to ensure the integrated 
report meets its primary purpose” (p. 19). 

The integrated report must be concise, 
reliable, and complete (p. 21). 

¶1.20 "An integrated report should include 
a statement from those charged with 
governance that includes: An 
acknowledgement of their responsibility to 

ensure the integrity of the integrated 
report; An acknowledgement that they 
have applied their collective mind to the 
preparation and presentation of the 

integrated report; Their opinion or 
conclusion about whether the integrated 
report is presented in accordance with this 

Framework” (p. 9). 

<IR> does not include a requirement for 
review. 
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Implementation Guide for 
Companies 
(SASB Standards) 
(SASB, 2015)  

"Materiality is a legal concept defined in 
the U.S. by the Supreme Court. The Court 
defines material information as presenting 
'a substantial likelihood that the disclosure 

of the omitted fact would have been 
viewed by the reasonable investor as 
having significantly altered the ‘total mix’ 

of information made available.' SASB does 
not define 'materiality,' but rather looks to 
the Court’s definition for the purpose of 
standard setting” (p. 7). 

 

Determine the applicable industry for the 
company in the Sustainable 
Industry Classification System (SICS™) (p. 
8). The SASB Standards Navigator 

(https://navigator.sasb.org/) identifies SICS 
industry from the stock ticker symbol or 
selecting applicable sector. Companies 

with operations in multiple SICS industries 
should consider using multiple Standards 
as they are applicable. 
 

 

Based on SICS code, identify which SASB 
Standard(s) apply to the company (p. 8). 
Each standard identifies potentially 
material topics (p. 9). SASB recommends 

treating each topic as material, unless the 
organization can provide evidence 
otherwise. Standards may not include all  

material topics and the organization must 
identify any other relevant topics.  

Apply the SASB Five-Factor test to evaluate 
potentially material topics both identified 
by the Standard and identified from 
external sources (p.10). Assessment can be 

qualitative (e.g., strongly l inked vs. weakly 
linked) or quantitative. The five factors 
include: Direct financial impacts & risks; 

Legal, regulatory & policy drivers; Industry 
norms, best practices & competitive 
drivers; Stakeholder concerns & social 
trends; and Opportunities for innovation. 

Each factor is evaluated for whether it 
triggers a material impact, and to what 
degree. 

When assessing topics against the factor of 
direct financial impacts and risks, company 
should consider revenues and costs, assets 
and l iabilities, cost of capital, likelihood 

and magnitude of impacts, and whether 
the impacts are short, medium, or long-
term (p. 10).  

6.  PRIORITIZE ASPECTS 7.  DEFINE MATERIAL THRESHOLD 8.  IDENTIFY MATERIAL ASPECTS 9.  VALIDATE ASSESSMENT 10. REVIEW FEEDBACK 

Prioritize potentially material topics based 
on impacts triggered by the Five-Factor 
Test (p. 13). Consider the magnitude and 

likelihood of the impact. Assessment may 
be qualitative or quantitative.  

"In general, the more triggers that are 
strongly linked to a particular topic, the 
more likely it is that information related to 

the topic will  be material to investors. 
However, a preponderance of evidence for 
even one of the five factors may be enough 
to indicate a reasonable likelihood for a 

potential material impact” (p. 10). 

Identify those topics determined not 
relevant to the company's operations, 
these are not material. Of the remaining 

topics, identify which can have a significant 
impact on performance of the company 
and which topics would present risk if not 
disclosed (p. 10). 

Benchmark disclosures of topics with peer 
companies in the same sector and same 
industry to identify routine, emerging and 

best practices in disclosures (p. 17).  

The result from the validation can be used 
to build management strategies that will  
drive them to their desired future position 

(p. 24). 
 

 

  



Masters Project – Page 53 15 April 2016 – Phelps 

FRAMEWORK 1.  DEFINE MATERIALITY 2.  DEFINE SCOPE OF ASSESSMENT 3.  IDENTIFY & DEFINE RELEVANT 
TOPICS 

4.  IMPORTANCE/SIGNIFICANCE TO 
STAKEHOLDERS 

5.  IMPORTANCE/SIGNIFICANCE TO 
COMPANY 

The Sustainable Value 
Matrix (SVM) 
As described in The 
Integrated Reporting 
Movement 
(Eccles & Krzus 2015)  

"A sustainable strategy is one which 
enables a company to create value for its 
shareholders over the long term while 
contributing to a sustainable society. This 

involves recognizing what is material to 
investors from the company's perspective 
and, in its view, what is significant to 

society” (p. 158). 

Statement of Significant Audience and 
Materiality 
The board of directors should issue an 
annual "Statement of Significant Audience 

and Materiality" as part of an integrated 
report (p. 132).They choose “which 
stakeholders to address, how to obtain 

their input, and the relative weightings to 
assign to issues and audience members” 
(p. 122). They also “Identify stakeholders 
relevant to the corporation, their interests 

(including where they conflict), and the 
relative weight attached to each” (p. 131). 

Eccles and Krzus suggest using the SASB 
sector-specific guidance to identify 
sustainability issues relevant to investors, 
and GRI to identify relevant sustainability 

issues to stakeholders (pp. 133-134).  

"The Firm's Perception of Significant 
Audiences and Materiality"  
Based on the board's Statement of 
Significant Audiences and Materiality, the 

firm must develop a process that identifies 
how stakeholders will  be engaged and how 
the data will  be gathered (p. 158). The firm 

must design an algorithm to assign a value 
to this dimension which identifies how 
important the issues are to society from 
the perspective of the firm.  

"Materiality to the Firm" 
Based on the Statement of Significant 
Audiences and Materiality, issues are 
assigned a value representing their 

materiality to investors (p. 158).  

6.  PRIORITIZE ASPECTS 7.  DEFINE MATERIAL THRESHOLD 8.  IDENTIFY MATERIAL ASPECTS 9.  VALIDATE ASSESSMENT 10. REVIEW FEEDBACK 

Sustainable Value Matrix  

Each issue is plotted on a matrix according 
to its two values. The X-axis represents 
"Materiality to the Firm," and the Y-axis 

represents "Society's Issue Significance."  

Boundaries for Significant Issues  

The Board of Directors must decide the 
"Firm Issue Materiality Threshold" 
(crossing the X-axis) and the "Society's 

Issue Significance Boundary" (crossing the 
Y-axis) (p. 159).  It is at the firm's discretion 
where to place these lines on the SVM, but 
the firm must be transparent in the 

method(s) used to define these lines. The 
result will  be four cells on the SVM, not 
necessarily of equal size.  
 

 

Material Society Issues  

Issues plotted in the top, right cell  of the 
SVM are significant to stakeholders and 
material to the firm, and represent the 

highest priority issues (p. 159). The lower 
right cell  contains issues that are material 
to the company, but less significant to 
stakeholders. The top left cell  contains 

issues that are significant to stakeholders, 
but less material to the firm. And issues 
contained in the lower left cell  are less 
significant to stakeholders and less 

material to the firm, but may represent 
immerging issues.  

Each of the delineated cells on the SVM 

triggers varying levels of reporting, 
stakeholder engagement, investment, and 
innovation (p. 161). The cell  on which an 

issue is plotted will  determine the level of 
attention and activity the firm will  pay 
towards addressing it. "By being clear on 
what it sees as material and significant and 

what is not, the company establishes 
credibility and legitimacy” (p. 161). 

"Stakeholders unhappy with the placement 

of their issue(s) in a company's SVM may 
choose to try to influence them to change 
it. That is their right. It is also the 

company's obligation to engage - although 
not necessarily agree - with them. The 
SVM is the basis for a more meaningful 
conversation between a company and all  

of its stakeholders within the now-clarified 
framework of how the corporation sees its 
role in society” (p. 161). 
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Implementation Guide for 
Companies 
(SASB Standards) 
(SASB, 2015)  

Prioritize potentially material topics based 

on impacts triggered by the Five-Factor 
Test (p. 13). Consider the magnitude and 
likelihood of the impact. Assessment may 
be qualitative or quantitative.  

"In general, the more triggers that are 

strongly linked to a particular topic, the 
more likely it is that information related to 
the topic will  be material to investors. 
However, a preponderance of evidence for 

even one of the five factors may be enough 
to indicate a reasonable likelihood for a 
potential material impact” (p. 10). 

Identify those topics determined not 

relevant to the company's operations, 
these are not material. Of the remaining 
topics, identify which can have a significant 
impact on performance of the company 

and which topics would present risk if not 
disclosed (p. 10). 

Benchmark disclosures of topics with peer 

companies in the same sector and same 
industry to identify routine, emerging and 
best practices in disclosures (p. 17).  

The result from the validation can be used 

to build management strategies that will  
drive them to their desired future position 
(p. 24). 
 

The Sustainable Value 
Matrix (SVM) 
As described in The 
Integrated Reporting 
Movement 
(Eccles & Krzus 2015)  

Sustainable Value Matrix  
Each issue is plotted on a matrix according 

to its two values. The X-axis represents 
"Materiality to the Firm," and the Y-axis 
represents "Society's Issue Significance."  

Boundaries for Significant Issues  
The Board of Directors must decide the 

"Firm Issue Materiality Threshold" 
(crossing the X-axis) and the "Society's 
Issue Significance Boundary" (crossing the 
Y-axis) (p. 159).  It is at the firm's discretion 

where to place these lines on the SVM, but 
the firm must be transparent in the 
method(s) used to define these lines. The 
result will  be four cells on the SVM, not 

necessarily of equal size.  
 
 

Material Society Issues  
Issues plotted in the top, right cell  of the 

SVM are significant to stakeholders and 
material to the firm, and represent the 
highest priority issues (p. 159). The lower 
right cell  contains issues that are material 

to the company, but less significant to 
stakeholders. The top left cell  contains 
issues that are significant to stakeholders, 
but less material to the firm. And issues 

contained in the lower left cell  are less 
significant to stakeholders and less 
material to the firm, but may represent 

immerging issues.  

Each of the delineated cells on the SVM 
triggers varying levels of reporting, 

stakeholder engagement, investment, and 
innovation (p. 161). The cell  on which an 
issue is plotted will  determine the level of 
attention and activity the firm will  pay 

towards addressing it. "By being clear on 
what it sees as material and significant and 
what is not, the company establishes 
credibility and legitimacy” (p. 161). 

"Stakeholders unhappy with the placement 
of their issue(s) in a company's SVM may 

choose to try to influence them to change 
it. That is their right. It is also the 
company's obligation to engage - although 
not necessarily agree - with them. The 

SVM is the basis for a more meaningful 
conversation between a company and all  
of its stakeholders within the now-clarified 
framework of how the corporation sees its 

role in society” (p. 161). 
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Appendix A. 2 Comparative Matrix – Materiality Assessment Methods 
Table A. 2 Comparative Matrix – Materiality Assessment Methods 
All citations, unless otherwise cited, are from associated framework. 

Method 
Attribute Criteria 

G4 Sustainability Reporting Guidelines 
Implementation Manual 

(GRI, 2013a)  

The International <IR> Framework 
(IIRC, 2013)  

The Materiality Framework 
As published in AccountAbility’s report 

The Materiality Report 
(Forstater et al., 2006)  

Implementation Guide for Companies 
(SASB Standards) 

(SASB, 2015)  
 

The Sustainable Value Matrix (SVM) 
As described in The Integrated 

Reporting Movement 
(Eccles & Krzus 2015)  

Description Description Description Description Description 

Definitions Material(ity) "Material Aspects are those that 
reflect the organization’s significant 
economic, environmental and social 
impacts; or that substantively influence 
the assessments and decisions of 
stakeholders. To determine if an 
Aspect is material, qualitative analysis, 
quantitative assessment and discussion 
are needed” (p. 244). 

"Materiality: An integrated report 
should disclose information about 
matters that substantively affect the 
organization’s ability to create value 
over the short, medium and long term” 
(p. 5). 

"Material issues are those things that 
could make a major difference to an 
organisation’s performance. Material 
information provides the basis for 
stakeholders and management to 
make sound judgments about the 
things that matter to them, and take 
actions that influence the 
organisation’s performance” (p. 32). 

SASB relies on the U.S.  Supreme 
Court’s definition: material information 
displays “'a substantial likelihood that 
the disclosure of the omitted fact 
would have been viewed by the 
reasonable investor as having 
significantly altered the ‘total mix’ of 
information made available'” (p. 7).  

Eccles and Krzus do not provide a 
concise definition for Materiality. 
Before drafting the SVM, Eccles & 
Krzus recommend the Board of 
Directors develop a “Statement of 
Significant Audiences and Materiality" 
which explains how the company 
defines materiality and identifies the 
relative importance of the 
stakeholders to whom the report is 
addressed (p. 131).  

Relevant Aspect "‘Relevant topics’ are those that may 
reasonably be considered important 
for reflecting the organization’s 
relevant economic, environmental and 
social impacts; or influencing the 
assessments and decisions of 
stakeholders. All such topics 
potentially merit to be considered for 
inclusion in a sustainability report” (p. 
33). 

"Relevant matters are those that have, 
or may have, an effect on the 
organization’s ability to create value. 
This is determined by considering their 
effect on the organization’s strategy, 
governance, performance or 
prospects” (p. 18). 

Relevant aspects are "issues that are 
relevant to: Direct short-term financial 
performance; The company's ability to 
deliver on its strategy and policies; 
Best practice norms exhibited by 
peers; Stakeholder behaviour and 
concerns; or Societal norms, 
particularly where linked to possible 
future regulation” (p. 16). 

SASB does not define "relevant 
aspect."  

Eccles and Krzus do not define 
"relevant aspect". 

Stakeholder "Stakeholders are defined as entities or 
individuals that can reasonably be 
expected to be significantly affected by 
the organization’s activities, products, 
and services; and whose actions can 
reasonably be expected to affect the 
ability of the organization to 
successfully implement its strategies 
and achieve its objectives. This 
includes entities or individuals whose 
rights under law or international 
conventions provide them with 
legitimate claims vis-à-vis the 
organization” (p. 244). 

"Stakeholders: Those groups or 
individuals that can reasonably be 
expected to be significantly affected by 
an organization’s business activities, 
outputs or outcomes, or whose actions 
can reasonably be expected to 
significantly affect the ability of the 
organization to create value over time. 
Stakeholders may include providers of 
financial capital, employees, 
customers, suppliers, business 
partners, local communities, NGOs, 
environmental groups, legislators, 
regulators, and policy-makers” (p. 33). 

"Stakeholders are those individuals, 
groups of individuals or organisations 
that affect and/or could be affected by 
an organisation’s activities, products or 
services and associated performance” 
(AccountAbility 2008b, p. 10). 

The SASB does not define 
“stakeholder.”  

Eccles and Krzus identify two members 
of the report's audience, understood 
to be stakeholders (p.102): 

- The "Direct Audience" - including 
shareholders and providers of 
financial capital; and 

- The "Indirect Audience" - including 
"sell-side analysts, rating agencies, 
…employees, customers, suppliers, 
...NGOs, ...potential acquirers, and 
joint venture partners” (p. 102). 

Definitions Summary G4 is highly defined. Definitions are 
given for materiality, relevant aspect 
and stakeholder. The definition for 
materiality includes impact to the 
company as well as impacts outside 
the company. 

<IR> Framework is highly defined. 
Definitions are given for materiality, 
relevant aspect and stakeholder. The 
definition for materiality, however, 
focuses on impacts to the company 
(ability to create value). 

The Materiality Framework is highly 
defined. Definitions are given for 
materiality, relevant aspect and 
stakeholder. The definition for 
materiality, however, focuses on 
impacts to the company (company 
performance). 

SASB Standards are minimally 
defined. Relevant aspect and 
stakeholder are not defined. The 
definition for materiality focuses on 
impacts to the company (decisions of 
investors). 

The SVM is minimally defined. 
Definitions are not specified for 
materiality or relevant aspects; the 
company must define these. The 
concept of stakeholder is comparable 
to "audience", which is loosely defined 
as direct and indirect.  
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Method 
Attribute Criteria 

G4 Sustainability Reporting Guidelines 
Implementation Manual 

(GRI, 2013a)  

The International <IR> Framework 
(IIRC, 2013)  

The Materiality Framework 
As published in AccountAbility’s report 

The Materiality Report 
(Forstater et al., 2006)  

Implementation Guide for Companies 
(SASB Standards) 

(SASB, 2015)  
 

The Sustainable Value Matrix (SVM) 
As described in The Integrated 

Reporting Movement 
(Eccles & Krzus 2015)  

Description Description Description Description Description 

Prescriptive Material Aspects "General Standard Disclosures" are 
required topics and always material (p. 
22). "Specific Standard Disclosures" are 
only reported if they are material (p. 
62). 

The <IR> does not prescribe any 
sustainability aspects as always 
material, nor does it require any 
specific aspect to be included in the 
materiality assessment. 

The Materiality Framework does not 
prescribe any sustainability aspects as 
always material, nor does it require 
any specific aspect to be included in 
the materiality assessment. 

Each SASB industry specific standard 
identifies a list of sustainability topics 
("SASB topics") likely to be material to 
the company (p. 5). The company must 
demonstrate if they are not material 
(p. 9). The company is responsible for 
identifying other sustainability topics 
outside of the standard that may be 
material (p. 8). 

The SVM does not prescribe any 
sustainability aspects as always 
material, nor does it require any 
specific aspect to be included in the 
materiality assessment. 

Relevant 
Aspects 

Organization must determine if 
Specific Standard Disclosures are 
material or not (p. 62). The 
organization may also consider the lists 
of relevant topics by sector in the GRI 
(2013c) document, Sustainability 
Topics for Sectors: What do 
stakeholders want to know? 

The <IR> does not prescribe or suggest 
any sustainability aspects as relevant. 

The Materiality Framework does not 
prescribe any sustainability aspects as 
relevant. It does, however, suggest a 
list of sources from which to develop a 
list of relevant issues (p. 38). 

Each SASB industry specific standard 
identifies a list of sustainability topics 
("SASB topics") likely to be material to 
the company (p. 5). The company must 
demonstrate if they are not material 
(p. 9). The company is responsible for 
identifying other sustainability topics 
outside of the standard that may be 
material (p. 8). 

Eccles and Krzus do not prescribe any 
sustainability aspects as relevant, but 
suggest using the SASB sector-specific 
guidance to identify sustainability 
issues relevant to investors (p. 133), 
and GRI to identify relevant 
sustainability issues to stakeholders (p. 
134).  

Reporting 
Indicators/ 
Metrics 

For each Specific Standard Disclosure 
category and aspect, GRI identifies 
required indicators (GRI 2013b). Those 
reporting "in accordance" with the G4 
Guidelines must report at least one 
prescribed indicator per material 
aspect ('in accordance' - Core) or all 
prescribed indicators per material 
aspect ('in accordance' - 
Comprehensive) (GRI 2013b, p. 12).  

The <IR> does not prescribe or suggest 
indicators or specific metrics to report 
for material aspects (p. 7). 

The Materiality Framework does not 
prescribe or suggest indicators or 
specific metrics to report for material 
aspects (p. 49). 

Each SASB industry specific standard 
identifies a list of metrics ("SASB 
metrics") corresponding to the SASB 
topics for disclosure (p. 5). 

Eccles and Krzus do not prescribe any 
reporting indicators or metrics, but 
suggests using CDP (formerly Carbon 
Disclosure Project) for key 
performance indicators to report on 
certain sustainability issues (p. 134). 

Reporting 
Framework 

The Global Reporting Initiative (GRI) G4 
Guidelines are a structured framework 
intended to standardize sustainability 
reporting (GRI 2013b, p. 3). 

The <IR> provides guidance for 
creating integrated reports (disclosures 
of financial and non-financial aspects),  
and identifies content elements that 
are either required or suggested for 
the integrated report (p. 4). 

The Materiality Framework does not 
provide a reporting framework, or 
reporting guidance (p. 49). 

SASB does not have its own reporting 
framework but material topics and 
metrics are intended to be reported in 
SEC filings (p. 5). 

Eccles and Krzus do not have their own 
reporting framework, but the SVM is 
intended for integrated reports and 
recommends following the <IR> 
framework (p. 130). 

Prescriptive 
(Continued) 

Stakeholders GRI identifies a very broad definition of 
stakeholder, but the organization may 
place greater emphasis on those 
stakeholders that "can be reasonably 
expected to use the [sustainability] 
report” (p. 9). 

The <IR> does not prescribe 
stakeholders to engage, but 
emphasizes "Providers of financial 
capital" (p. 7). 

The Materiality Framework does not 
prescribe which stakeholders to 
engage, but suggests sources of 
information and stakeholder 
engagement opportunities (p. 38). 
Emphasis is placed on business 
leadership responsible for setting long-
term objectives and strategy (p. 51). 

SASB does not prescribe which 
stakeholders to engage, but identifies 
examples of stakeholders such as 
"employees, customers, contractors, 
suppliers” (p. 12), "local communities, 
the public, and the government” (SASB 
2013, p. 7). Emphasis is on Investors 
and shareholders (p. 5). 

Eccles and Krzus do not prescribe 
stakeholders to engage. The company 
identifies the intended audience in the 
"Statement of Significant Audiences 
and Materiality" with emphasis on 
financial providers (p. 105). 
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Method 
Attribute Criteria 

G4 Sustainability Reporting Guidelines 
Implementation Manual 

(GRI, 2013a)  

The International <IR> Framework 
(IIRC, 2013)  

The Materiality Framework 
As published in AccountAbility’s report 

The Materiality Report 
(Forstater et al., 2006)  

Implementation Guide for Companies 
(SASB Standards) 

(SASB, 2015)  
 

The Sustainable Value Matrix (SVM) 
As described in The Integrated 

Reporting Movement 
(Eccles & Krzus 2015)  

Description Description Description Description Description 

Sector Specific The GRI Guidelines are intended for 
those organizations preparing 
sustainability disclosures of any kind 
regardless of size, where they are 
located, or the business sector in which 
they operate (p. 4). Sector-specific 
guidance is available for certain 
sectors, but not for general 
manufacturing.  

The <IR> focuses on private 
companies, but it is not sector specific 
(p. 4). 

The Materiality Framework is not 
sector specific (p. 8). 

SASB standards identify sector specific 
sustainability disclosure topics and 
accounting metrics for 79 industries in 
10 sectors, focusing on US publically 
traded companies (p 5).   

SVM is not sector specific.  

Time Frame GRI guidelines require the organization 
to account for impacts during the 
reporting period and "future impacts 
when those impacts are reasonably 
foreseeable and may become 
unavoidable or irreversible” (p. 13). 

The definition of materiality includes 
consideration of the effect of an aspect 
over the short, medium and long term 
(p. 19).  

Materiality determination includes 
"the information needs of both 
management and investors and other 
stakeholders who take decisions which 
can affect a business’s performance in 
the long-term” (p. 32). 

The SASB standards to not prescribe a 
time-frame, but suggests 5-years is 
typical (p. 11). 

Although the SVM does not define a 
time frame for consideration, Eccles 
and Krzus references the <IR> 
Framework, in which the time frame as 
short, medium and long term is implied 
(p. 130). 

Management 
Level 
Involvement or 
Approval 

"It is critical for the list of material 
Aspects identified for inclusion in the 
report to be approved by the relevant 
internal senior decision-makers at the 
organization” (p. 38). 

"Those charged with governance have 
ultimate responsibility for how the 
organization’s strategy, governance, 
performance and prospects lead to 
value creation over time. They are 
responsible for ensuring that there is 
effective leadership and decision-
making regarding the preparation and 
presentation of an integrated report, 
including the identification and 
oversight of the employees actively 
involved in the process” (p. 21). 

The Board of Directors should agree 
with the materiality assessment - both 
criteria and results (p. 43). 

Because SASB sustainability disclosures 
are intended for mandatory SEC filings, 
the level of certification is the same as 
for the financial reports (p. 21). 

Because of fiduciary responsibility, the 
Board of Directors must make the 
determination of materiality (p. 130). 

Prescriptive Summary G4 is highly prescriptive. Some aspects 
must be reported as material and 
some aspects must be evaluated as 
relevant. Stakeholders are not 
prescribed, but G4 emphasizes certain 
stakeholders. Indicators/metrics are 
prescribed for material aspects. The G4 
reporting framework is prescribed. 
Material aspects must be approved by 
senior decision-makers. 

<IR> Framework is minimally 
prescriptive. The <IR> does not 
prescribe material aspects, relevant 
aspects, or indicators/metrics. 
Stakeholders are not prescribed, 
though emphasis is placed on financial 
providers. The <IR> prescribes an 
integrated report with specific 
elements for inclusion. Material 
aspects must be approved by those in 
charge of governance. 

The Materiality Framework is 
moderately prescriptive. The 
Materiality Framework does not 
prescribe material aspects, relevant 
aspects, stakeholders, or 
indicators/metrics. Relevant aspects 
and stakeholders are suggested. 
Reporting framework is not prescribed. 
Material aspects must be approved by 
Board of Directors. 

SASB Standards are moderately 
prescriptive. Standards prescribe 
aspects that must be considered for 
materiality. Aspects are sector and 
industry specific. Stakeholders are not 
prescribed. Indicators/metrics are 
prescribed for material aspects, and 
results of the assessment are expected 
to be disclosed in SEC filings, and 
approved at the same level of 
management. 

The SVM is moderately prescriptive. 
The SVM does not prescribe material 
or relevant aspects, stakeholders, or 
indicators/metric, and is not sector 
specific. The authors suggest sources 
for relevant aspects and reporting 
indicators and metrics. Results of the 
assessment are suggested to be 
reported in an integrated report. 
Material aspects must be approved by 
Board of Directors. 
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Method 
Attribute Criteria 

G4 Sustainability Reporting Guidelines 
Implementation Manual 

(GRI, 2013a)  

The International <IR> Framework 
(IIRC, 2013)  

The Materiality Framework 
As published in AccountAbility’s report 

The Materiality Report 
(Forstater et al., 2006)  

Implementation Guide for Companies 
(SASB Standards) 

(SASB, 2015)  
 

The Sustainable Value Matrix (SVM) 
As described in The Integrated 

Reporting Movement 
(Eccles & Krzus 2015)  

Description Description Description Description Description 

Incidence Reports Filed 
2014 

The GRI Report List (2015) identifies 
5,117 organization sustainability 
reports published in 2014. Of those, 
1,201 (23%) do not identify as 
following GRI guidelines, 566 (11%) 
reference the GRI guidelines, and 3,350 
(65%) cite using the GRI guidelines. 

The IIRC website lists approximately 
330 companies issuing integrated 
reports, but it is not clear how many 
are submitted in a given year 
(http://examples.integratedreporting.o
rg/all_reporters). 

The GRI Report List (2015)  identifies 
5,117 organization sustainability 
reports published in 2014. Of those, 
459 (9%) reference the AA1000 
Assurance Standard. 

SASB standards were released in 2013 - 
2015. As of February 2016, SASB is 
cited by 31 companies (J. Richardson, 
personal communication, February 16, 
2016). 

Eccles and Krzus proposed the SVM in 
2015 in their book titled, The 
Integrated Reporting Movement. 
Therefore, no reports could have been 
filed in 2014. 

Reports Filed 
2013 

The GRI Report List (2015) identifies 
4,777 organization sustainability 
reports published in 2013. Of those, 
1,008 (21%) do not identify as 
following GRI guidelines, 545 (11%) 
reference the GRI guidelines, and 3,224 
(67%) cite using the GRI guidelines (G3, 
G3.1, or G4). 

Not applicable. (Framework published 
in 2013.) 

The GRI Report List (2015) identifies 
4,777 organization sustainability 
reports published in 2013. Of those, 
437 (9%) reference the AA1000 
Assurance Standard. 

Not applicable. (First standards 
published in 2013.) 

Not applicable. (Method published in 
2015.) 

Used or 
referenced for 
Corporate 
Sustainability 
Reports 
reviewed for 
this project. 

Of the sustainability reports including a 
materiality assessment, 3M  (2015, p. 
163), Dow (2015, p. 5), DuPont  (2015, 
p. 1), Ford (2015a, p. 99), General 
Motors (2015, p. 22), HP (2014, p 5. 
129), Intel (2015, p. 4), Johnson 
Controls (2015, p. 327), and Lockheed 
Martin (2015, p. 2) report as "in 
accordance" with GRI guidance; 
Caterpillar Inc. (2015, p. 22), Cisco 
(2015, p. A7), and P&G (2015, p. 2) 
cited using GRI guidance. Of 18 
companies reviewed 67% at least cited 
GRI. 

Reports that cited IIRC include Intel 
(2015, p. 4), and Lockheed Martin 
(2015, p. 13). Of 18 companies 
reviewed, 11% at least cited IIRC. 

3M (2015, p. 176) and General Motors 
(GM 2015, p. 107) referenced 
AccountAbility. Of 18 companies 
reviewed, they represent 11%.  

Reports referencing SASB standards 
include HP (2015, p. 11) and Lockheed 
Martin (2015, p. 13). Of 18 companies 
reviewed, 11% at least cited SASB. 

Not applicable. (Method published in 
2015.) 

Incidence 
Summary 

 G4 is highly Used. Greater than 75% of 
reports in the GRI Report List (2015) at 
least cited a GRI standard in 2014 and 
2013. 67% of the Corporate 
Sustainability Reports reviewed for this 
project at least cited a GRI standard. 

<IR> Framework is moderately used. 
Since 2013, approximately 330 
companies issued an integrated report 
according to IIRC. 11% of the 
Corporate Sustainability Reports 
reviewed for this project at least cited 
IIRC. 

The Materiality Framework is 
moderately used. 9% of reports in GRI 
database used AA1000 in 2014 and 
2013. One of the Corporate 
Sustainability Reports reviewed for this 
project at least cited AccountAbility. 

SASB Standards are moderately used. 
At least 31 companies are using the 
SASB standards (J. Richardson, 
personal communication, February 16, 
2016). 11% of the Corporate 
Sustainability Reports reviewed for this 
project at least cited SASB.  

The SVM is not used. Eccles and Krzus 
proposed the SVM in 2015. Use has 
not been measured. 
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Table A. 3 Comparative Matrix – Attribute & Criteria Scoring 

Method 
Attribute Weight Criteria 

G4 <IR> Materiality 
Framework 

SASB SVM 

Value  Value  Value  Value  Value  

Definitions 0.5 Material(ity) 0.33 0.67 0.67 0.67 1 

Relevant Aspect 0.33 0.33 0.33 1 1 

Stakeholder 0.33 0.33 0.33 1 0.33 

Definitions Summary 0.33 0.44 0.44 0.89 0.78 

Prescriptive  1.00 Material Aspects 0.33 1 1 0.67 1 

Relevant Aspects 0.33 1 0.67 0.33 0.67 

Reporting Indicators/ 

Metrics 

0.33 1 1 0.33 0.67 

Reporting 
Framework 

0.33 0.33 1 0.67 0.67 

Stakeholders 0.67 1 0.67 0.67 1 

Sector Specific 0.33 0.33 0.33 1 0.33 

Time Frame 0.33 0.33 0.33 1 0.33 

Management Level 
Involvement or 
Approval 

0.67 0.67 0.33 0.33 0.33 

Prescriptive Summary 0.42 0.71 0.67 0.63 0.63 

Incidence  0.25 Reports Filed 2014 1 0.67 0.67 0.67 0.33 

Reports Filed 2013 1 0.33 0.67 0.33 0.33 

Used or referenc ed 
for Corporate 

Sustainability Reports 
reviewed for this 
project. 

1 0.67 0.67 0.67 0.33 

Incidence Summary 1.0 0.56 0.67 0.56 0.33 

Total Score  0.83 1.07 1.06 1.21 1.10 
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Appendix A. 3 Comparative Matrix – Criteria Values 

Table A. 4 Comparative Matrix – Criteria Values 
 

Attribute Criteria Measurement Score  Company X Note 

Definitions Material(ity) Leaves defining material to the company.  1 Company X prefers definitions 
with the most flexibility. Definition encompasses impact on the 

company only. 
0.67 

Definition encompasses impact on the 
company and outside the company.  

0.33 

Relevant Aspect Assessment method or associated 
framework does not define "relevant 
aspect." 

1 

Assessment or associated framework 
defines "relevant aspect". 

0.33 

Stakeholder Assessment method or associated 

framework does not define 
"stakeholder." 

1 

Assessment or associated framework 
defines "stakeholder". 

0.33 

Prescriptive  Material Aspects Does not prescribe any sustainability 
aspects as always material. 

1 Company X prefers methods 
to not be prescriptive. 
Company X prefers to have 

flexibility to determine what 
is best for the company. 

Identifies potentially material 
sustainability aspects and allows 
company to make determination. 

0.67 

Prescribes at least one sustainability 
aspect as always material. 

0.33 

Relevant 

Aspects 

Does not prescribe or suggest any 

sustainability aspects as relevant. 

1 

Suggests a list of sustainability aspects to 
consider including in assessment. 

0.67 

Prescribes relevant sustainability aspects 
that must be included in the materiality 
assessment. 

0.33 
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Attribute Criteria Measurement Score  Company X Note 

Prescriptive  
(continued) 

Reporting 
Indicators/ 
Metrics 

Framework does not prescribe or suggest 
indicators or metrics for material aspects. 

1 Company X prefers methods 
to not be prescriptive. 
Company X prefers to have 
flexibility to determine what 

is best for the company. 

Framework suggests indicators or metrics 

for material aspects for company to 
consider. 

0.67 

Framework prescribes indicators or 
metrics for material aspects. 

0.33 

Reporting 
Framework 

Materiality assessment is not part of a 
specified reporting or disclosure 

framework. 

1 

Materiality assessment is not part of a 

specified reporting or disclosure 
framework, but recommends specific 
frameworks to be used. 

0.67 

Materiality assessment is part of a 
specified reporting or disclosure 
framework. 

0.33 

Stakeholders Does not prescribe or suggest any 
stakeholders aside from investors or 
shareholders. 

1 

Suggests a list of stakeholders aside from 
investors or shareholders to consider 
including. 

0.67 

Prescribes a list of stakeholders aside 
from investors or shareholders that must 
be included in the assessment.  

0.33 

Sector Specific Materiality Assessment guidance specific 
to industrial sector is available. 

1 
 

Materiality Assessment guidance specific 
to industrial sector is not available. 

0.33 

Time Frame Required time frame of aspect impacts 

does not extend beyond 5 years. 

1 

Required time frame of aspect impacts 
extends beyond 5 years. 

0.33 

Management 
Level 
Involvement 

or Approval 

Method does not specify a level of 
management approval. 

1 

Method requires management approval 

or involvement, not specifying Board of 
Directors. 

0.67 

Method requires Board of Directors 
approval or involvement. 

0.33 
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Attribute Criteria Measurement Score  Company X Note 

Incidence  Reports Filed 
2014 

Of sample, >50% referenc e or use 
assessment method. 

1 Company X prefers methods 
that are widely used. 

Of sample, <50% referenc e or use 
assessment method. 

0.67 

Method has not been demonstrated.  0.33 

Reports Filed 
2013 

Of sample, >50% referenc e or use 
assessment method. 

1 

Of sample, <50% referenc e or use 

assessment method. 

0.67 

Method has not been demonstrated. 0.33 

Used or 

referenc ed by 
Corporate 
Materiality 

Assessments 
reviewed for 
this project. 

Of sample, >50% referenc e or use 

assessment method. 

1 

Of sample, <50% referenc e or use 
assessment method. 

0.67 

Not referenc ed. 0.33 
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Appendix A. 4 Comparative Matrix – Attribute Weights 

Table A. 5 Comparative Matrix – Attribute Weights 

Attribute Definitions Prescriptive Incidence 

Which is the best? Minimally defined. Minimally prescriptive. Highly used. 

Which is the worst? Highly defined. Highly prescriptive. Not used. 

Weight 0.5 1.00 0.25 

 

Swing weighting preferences: 
 

Scenario What would client change?* 

Minimally defined; Minimally prescriptive; Minimally used Incidence 

Minimally defined; Minimally prescriptive; Highly used 0 

Minimally defined; Highly prescriptive; Minimally used Prescriptive 

Minimally defined; Highly prescriptive; Highly used Prescriptive 

Highly defined; Minimally prescriptive; Minimally used Definitions 

Highly defined; Minimally prescriptive; Highly used Definitions 

Highly defined; Highly prescriptive; Minimally used Prescriptive 

Highly defined; Highly prescriptive; Highly used Prescriptive 

*Based on interview with “Sustainability Director” on February 19, 2016.  
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B. PROPOSED RISK ASSESSMENT METHOD 

Appendix B. 1 Proposed Risk Assessment Procedure for Company X 
Table B. 1 Proposed Risk Assessment Procedure for Company X 


 P

D
CA

 DRAFT Sustainability Risk Assessment Method 
Purpose: This procedure outlines the process for Company X to identify Environmental Sustainability Aspects 
that are a risk to the company. Recommendations are made, where appropriate, for completing each step 
based on research for the Masters Project, and interviews with Sustainability Executives of Company X. 

CREATED BY D.L. Phelps 

REVISION DATE 18-March-16 

 NO MAIN PROCEDURE DETAIL PROCEDURE  KEY POINTS RECOMMENDATIONS 

P
LA

N
 

1 DEFINE SCOPE OF 
ASSESSMENT 

a Define what is sustainability 
risk to company. 

Identify what is sustainability risk to 
Company X. Definition of risk establishes a 

basis for the assessment. What matters and 
to whom? 

Sustainability risks are matters that 
substantively affect Company X's 

ability to create value over the short, 
medium and long term. 
(Based on The International <IR> 
Framework, 2013, ¶3.17.) 

b Define entity scope of the 
assessment. 

Identify the portions of Company X that will  
be included in the assessment (e.g., 

holdings, subsidiaries), and those that will  
not be included in the assessment.  

Financial Entity as defined in Annual 
Report for Company X. 

c Identify key stakeholders.  Key stakeholders are those parties that can 
have a significant impact on the success of 
the business. 

Shareholders/Investors 
Critical Customers 
Employees 

d Define scope of aspects. The aspect scope defines what aspects shall  

be included in the assessment (and which 
will  not).  

Include sustainability aspects that are 

affected by the activities of Company 
X, and the sustainability aspects that 
affect the activities of Company X. 

Impacts can be positive or negative. 

e Define timeframe to be 
considered. 

Because an aspect may have different 
degrees of impact over time, it is important 

to define what timeframe over which the 
aspects will  be evaluated. 
 

 

Consider three timeframes: 
1. Instantaneous (now) 

2. Short Term (5 years) 
3. Long Term (5 to 10 years) 
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 NO MAIN PROCEDURE DETAIL PROCEDURE  KEY POINTS RECOMMENDATIONS 

2 IDENTIFY & DEFINE 
RELEVANT TOPICS 

a List sustainability aspects 
that are relavent to the 
company. 

List all  sustainability aspects that are 
relevant to the company. Include 
sustainability aspects that are affected by 

the activities of Company X, and the 
sustainability aspects that affect the 
activities of Company X. Impacts can be 

positive or negative. 

Consider megatrends like Climate 
Change, Water Scarcity, Conflict 
Minerals, Population Growth, etc. 

Other sources of potentials aspects 
are the SASB Standards and the GRI 
G4 Sustainability Reporting Guidance. 

b Define boundaries of each 
aspect. 

The boundary of an aspect defines where in 
the company the aspect has an effect; 

region, division, location, etc.  

 

c Plan stakeholder 
engagement. 

Define potential feedback mechanisms for 
each key stakeholder. Consider passive and 
active engagement practices.  

Matrix key stakeholders, relevant 
aspects, and potential feedback 
mechanisms.  

D
O

 

3 ASSESS 
IMPORTANCE / 

SIGNIFICANCE TO 
STAKEHOLDERS & 

COMPANY 

a Define criteria to measure 

significance to company. 

Select criteria to measure aspects with 

respect to their significance to the company.  

See Assessment Table Example. 

b Assess significance to 

company. 

Assign weights to each criteria, as not all  

criteria will  be equally important, and a 
value scale to assess aspects. 

See Assessment Table Example. 

c Assess significance to 
stakeholders. 

Not all  stakeholders are equally significant to 
the company. Assign significance to each 
stakeholder. Each aspect will  have different 

levels of importance to the stakeholders, 
and each stakeholder will  have varying levels 
of significance to the company. 

See Assessment Table Example. 

d Prioritize aspects. Evaluate each aspect against the criteria and 
assess its importance to each stakeholder. 

See Assessment Table Example. 

4 IDENTIFY 
SUSTAINABILITY 

RISKS 

a Define Risk Thresholds. Define what level of significance to the 
company and to the stakeholders will  define 

high, medium, and low risk for the company. 

 

b Identify indicators 
Sustainability Risks. 

Identify indicators or metrics for high risk 
aspects that adequately portray current 
condition and by which performance can be 
measured. 

Consider SASB Standards, GRI G4 
Guidelines, and CDP for indicators 
and metrics. 
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 NO MAIN PROCEDURE DETAIL PROCEDURE  KEY POINTS RECOMMENDATIONS 
C

H
EC

K
 

5 VALIDATE a Benchmark findings with 
peers and industry 
standards. 

Recommend for further research. 

B Certify results with Board of 
Directors. 

A
C

T 

6 PUBLISH a Publish assessment. Recommend for further research. 

b Publish indicators showing 
performance or progress 
toward material aspects. 

7 REVIEW FEEDBACK a Receive feedback from key 
stakeholders regarding 

Materiality Assessment 
results. 

b Review and consider key 

stakeholder feedback on 
the Materiality Assessment 
results. 

c Update materiality 
assessment as necessary. 
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Table B. 2 Example Assessment Table – Importance to Stakeholders 
Hypothetical example assessment: These lists of aspects and stakeholders not all-inclusive. Values are for demonstration only. 

IMPORTANCE TO STAKEHOLDERS 

Stakeholder Investors Customer 1 Customer 2 Customer 3 Customer 4 Employees Importance 
to 

Stakeholders 
Stakeholder Weight 10 8 6 4 2 6 

ASPECT Importance to Stakeholder 

Maximum Possible Value 3 3 3 3 3 3 108 

Waste Management 1 1 2 0 1 1 38 

Water Management 1 1 1 2 0 1 38 

Energy Management 3 2 3 2 1 2 86 

Greenhouse Gas Emissions 2 1 2 1 0 1 50 

Air Quality 1 2 3 1 2 2 64 

Product Lifecycle 
Management 

3 3 2 2 2 2 90 

Product Design for Use-phase 
Efficiency  

3 3 3 3 3 2 102 

Management of Chemicals in 
Products 

3 3 3 2 1 3 100 

Product Lifecycle 
Environmental Impacts 

3 2 2 2 2 1 76 

Packaging Lifecycle 
Management 

2 1 2 3 1 1 60 

Supply Chain Management & 
Materials Sourcing 

3 2 1 2 1 1 68 

Remediation 3 1 1 2 1 2 66 
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Table B. 3 Example Assessment Table – Importance to Company 
Hypothetical example assessment: These lists of aspects and impacts are not all -inclusive. Values are for demonstration only. 

IMPORTANCE TO COMPANY X 

Impact/Risk to Company X Share 
Value 

Profit  
(Product Line) 

Profit  
(Business Impact) 

Opportunity 
for Innovation 

Reputation Scope of 
Impact 

Cost 
Avoidance 

Importance 
to  

Company X Impact/Risk Weight 10 6 8 8 9 4 1 

ASPECT Importance to Company X 

Maximum Value 3 3 3 3 3 3 3 138 

Waste Management 2 1 2 1 2 3 2 82 

Water Management 1 1 2 2 1 2 1 66 

Energy Management 2 1 3 3 2 3 1 105 

Greenhouse Gas Emissions 2 1 1 2 2 3 1 81 

Air Quality 2 1 2 2 3 1 2 91 

Product Lifecycle 
Management 

2 3 2 2 2 3 2 102 

Product Design for Use-
phase Efficiency  

3 3 3 3 3 2 1 132 

Management of Chemicals 
in Products 

2 3 2 1 2 2 2 90 

Product Lifecycle 
Environmental Impacts 

3 2 1 2 3 2 2 103 

Packaging Lifecycle 
Management 

1 2 2 1 2 2 1 73 

Supply Chain Management 
& Materials Sourcing 

2 2 2 1 2 3 1 87 

Remediation 3 1 3 1 3 1 3 102 
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Table B. 4 Example Assessment Table – Prioritization 
Hypothetical example assessment: These lists of aspects and values are not all-inclusive. Values are for demonstration only. 

ASPECT 

Importance to 
Stakeholders 

(Y-axis) 

Importance to 
Company X 

(X-axis) 

Maximum Possible 
Value 

100 100 

Waste Management 35 59 

Water Management 35 48 

Energy Management 80 76 

Greenhouse Gas 

Emissions 

46 59 

Air Quality 59 66 

Product Lifecycle 
Management 

83 74 

Product Design for Use-
phase Efficiency  

94 96 

Management of 
Chemicals in Products 

93 65 

Product Lifecycle 

Environmental Impacts 

70 75 

Packaging Lifecycle 
Management 

56 53 

Supply Chain 
Management & 

Materials Sourcing 

63 63 

Remediation 61 74 

Im
p

o
rt

an
ce

 to
 S

ta
ke

h
o

ld
er

s

Importance to Company X

Risk Assessment Matrix

Important to Company X and Stakdholders
(High Risk)

Important to Company X 
(Medium Risk)

Important to Stakeholders 
(Medium Risk)

Potential Emerging Issues 
(Low Risk)

Product Design for 
Use-phase Efficiency 

Management of 
Chemicals in Products

Product Lifecycle 
Management

Energy 
Management

Product Lifecycle 
Environmental Impacts

Remediation

Supply Chain Management & 
Materials Sourcing

Air Quality
Packaging Lifecycle 

Management

Greenhouse Gas 
Emissions

Water Management
Waste 

Management
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C. CORPORATE MATERIALITY ASSESSMENTS 
Appendix C. 1  Corporate Sustainability Reports Reviewed 
Table C. 1  Corporate Sustainability Reports Reviewed 

Company 
Name 

2015 
Fortune 

Rank 
Fortune 
Sector

1
 Report Reviewed 

Materiality 
Assessment GRI Sector

2
 

Referenced 

GRI IIRC SASB AccountAbility 

3M Company 

(“3M”)  

98 Household 

Products 

2015 Sustainability 

Report 

Yes Conglomerates GRI - G4 

In accordance - 
Core 

No No Yes 

Apple Inc. 

(“Apple”)  

5 Technology Environmental 

Responsibility Report 
2015 Progress Report, 
Covering FY2014 

No Computers Non - GRI  No No No 

The Boeing 

Company 
(“Boeing”)  

27 Aerospace 

and 
Defense 

The Boeing Company 

2015 Environment 
Report 

No Aviation Non - GRI  No No No 

Caterpillar Inc. 

(“Caterpillar”) 

54 Industrials Local Citizen: Making 

Sustainable Progress 
Possible One Community 
at a Time: 2014 
Sustainability Report 

Yes Equipment GRI - 

Referenced 

No No No 

Cisco Systems, 
Inc. (“Cisco”) 

60 Technology 2015 Corporate Social 
Responsibility Report 

Yes Technology 
Hardware 

GRI - 
Referenced 

No No No 

DOW Chemical  
Company 
(“DOW”)  

48 Chemicals Sustainability 2014 Yes Chemicals GRI - G4 
In accordance - 
Comprehensive 

No No No 

DuPont 87 Chemicals DuPont 2015 Global 

Reporting Initiative 
Report 

Yes Chemicals GRI – G4  

In accordance - 
Core 

No No No 

Ford Motor 

Company 
(“Ford”)  

9 Motor 

Vehicles 
and Parts 

Global Mobility Through 

Changing Times: 
Sustainability Report 
2014/15 

Yes Automotive GRI - G4 

In accordance - 
Comprehensive 

No No No 

                                                                 
1
 Fortune. (2015). Fortune 500. Retrieved October 5, 2015, from Fortune website: http://fortune.com/fortune500/ 

2
 Global Reporting Initiative (GRI). (2015, September 30). GRI report l ist [Data file]. 

http://fortune.com/fortune500/
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Company 
Name 

2015 
Fortune 

Rank 
Fortune 
Sector

1
 Report Reviewed 

Materiality 
Assessment GRI Sector

2
 

Referenced 

GRI IIRC SASB AccountAbility 

General 
Dynamics 
Corporation 

100 Aerospace 
and 

Defense 

GD Corporate 
Sustainability Report 

No Not Available Non - GRI  No No No 

General 
Motors 
Company 

6 Motor 
Vehicles 

and Parts 

A Driving Force: 2014 
Sustainability Report 

Yes Automotive GRI - G4 
In accordance - 

Core 

No No Yes 

Honeywell 

International  
Inc. 

74 Industrials 2014 Corporate 

Citizenship 

No Conglomerates Non - GRI  No No No 

HP 

 

19 Technology HP 2014 Living Progress 

Report 

Yes Computers GRI - G4 

In accordance - 
Core 

No Yes No 

Intel 52 Technology 2014 Corporate 
Responsibility Report 

Yes Technology 
Hardware 

GRI - G4 
In accordance - 

Comprehensive 

Yes No Yes 

Deere & 
Company 

86 Industrials A Power for Good 2015 
Global Citizenship Report 

No Equipment Non-GRI  No No No 

Johnson 
Controls, Inc. 
(“Johnson 

Controls”) 

66 Motor 
Vehicles 

and Parts 

2014 Global Reporting 
Initiative Report 

Yes Energy GRI - G4 
In accordance - 
Comprehensive 

No No No 

Materiality Assessment 
Executive Summary 
2013-2014 

Yes Energy Non-GRI  No No No 

Lockheed 
Martin 
Corporation 

64 Aerospace 
and 

Defense 

The Science of 
Citizenship 2014 
Sustainability Report 

Yes Other  GRI-G4 
In accordance - 

Core 

Yes Yes No 

Procter & Gamble 
Company  

(“P&G”) 

32 Household 

Products 

P&G 2015 Sustainability 

Report 

No Household and 

Personal 
Products 

GRI - G3 No No No 

United 
Technologies 

Corporation 

45 Aerospace 
and 

Defense 

2014 ANNUAL REPORT 
Financial and Corporate 

Responsibility 
Performance 

No Conglomerates Non - GRI  No No No 
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Appendix C. 2 Comparison of Corporate Materiality Assessments 
Table C. 2 Comparison of Corporate Materiality Assessments 
All citations, unless otherwise cited, are from associated sustainability report. 

Company Name & Sustainability Report No. of Pages Definition of Materiality 

3M Company. (2015). 2015 sustainability report. Retrieved October 24, 2015, from 3M website: 
http://www.3m.com/3M/en_US/sustainability-report/ 

179 "Materiality with respect to sustainability reporting, as defined by the Global Reporting Initiative (GRI) guidelines, includes topics 
and indicators that reflect the organization’s significant economic, environmental, and social impacts or would substantively 
influence the assessments and decisions of stakeholders" (p. 10). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues 

3M commissioned GlobeScan to produced a materiality matrix. The process (p. 10): 
1. Desk research examined relevant literature.  

2. Interview discussion guides were developed for internal and external stakeholders. 
3. GlobeScan performed interviews of stakeholders to identify environmental and social issues important to each stakeholder 
group.  
4. A l ist of important issues gleaned from the interviews was used to develop a quantitative, on-line survey for both internal and 

external stakeholders. External stakeholders rated how important to them it is for 3M to address each issue. Internal stakeholders 
rated the significance of the issues and 3M's ability to positively influence the issue. All  stakeholders rated the perfo rmance of 3M’s 
actions around significant issues.  
5. Scores were averaged from the on-line survey, and results were used to develop the materiality assessment matrix. 

3M Sustainability Materiality Matrix (p. 12): 
 

X-axis = "Importance to Stakeholder" 
Y-axis = "Importance on 3M Reputation" 
3rd dimension (size of dot) = "Perceived Ability of 3M to Make a 
Positive Difference" 

 
Matrix is quantitative in nature, but numbers are not shown. 
 
Matrix is divided into 3 zones. The zones are not identified, but 

the top right, dark blue zone is assumed the most material 
issues. 

Identified as material: Material, Energy, Water, Emissions, 
Effluent and Waste, Environmental Compliance, Product 

Responsibility Compliance (p. 11). 
 
Report specifically calls out Raw Material Scarcity, Water, and 
Energy & Climate as "Key Global Sustainability Challenges" 

which are reported in more detail  in this report (p. 11). 
 

Stakeholders Stakeholder Engagement Message from Management 
Internal Stakeholders: 3M employees across various business units and regions 
 
External stakeholders:  members of "academia, civil  society, the private sector, 3M suppliers, trade 

associations, and media as well as 3M customers” (p. 10).  

Stakeholders were engaged by GlobeScan through interviews and on-line surveys (p. 10). 
 

Inge G. Thulin 
Chairman of the Board, President and Chief 
Executive Officer 

(p. 3) 
Materiality Matrix Image  

(p. 12) 

http://www.3m.com/3M/en_US/sustainability-report/
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
Caterpillar Inc. (2015). Local citizen: Making sustainable progress possible one community at a time: 2014 

Sustainability report. Retrieved January 21, 2016, from Caterpillar website: 
http://www.caterpillar.com/en/company/sustainability/sustainability-report.html 

75 Although the report uses the terms "material aspect", "materiality assessment", "importance", and "Key Aspect", the report does 
not provide definitions. 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  

Report cites GRI G4 as an "informal guideline”. (pp. 22-23) 
1. Thirty five relevant ESG sustainability aspects were identified from company's strategy, review of peers, and criteria used 

in indices (like Dow Jones Sustainability Index) and reporting frameworks (like GRI).  
2. Through surveys and workshops, internal and external stakeholders assessed the aspects for influence on stakeholders 

and on the business. Results formed the basis for a matrix. 
3. To validate the assessment, the matrix was reviewed in a workshop with the External Sustainability Advisory Board and 

company leadership. 
4. Caterpillar chose 9 "Key Aspects." 

The report references a materiality matrix (p. 22), but it is 
neither described nor included in the report.  

Caterpillar identifies nine ESG "Key Aspects". Of those, the 
environmental sustainability aspects include (p. 24): 

 Product Performance - Energy Efficiency/GHG and 

other Air Emissions 
 Product Performance - Development for the Life Cycle 

The report also identifies "focus areas" identified through 
stakeholder engagement, which include (p. 30): 

 Energy & Climate 

 Water Management 

 Waste Minimization 

 Product Stewardship 

Stakeholders Stakeholder Engagement Message from Management 
Stakeholder groups identified to determine the most influential aspects to stakeholder's decisions  (p. 
22): 

 "...customers, employees, stockholders, dealers, suppliers, on governmental organizations, 

trade organizations and academia” (p. 22). 
 
Stakeholder groups identified to determine the most important aspects to the success of 

Caterpillar: strategic leaders, executive officers, vice presidents.  
 
Stakeholder groups identified to prioritize aspects: External Sustainability Advisory Board 
(including NGOs, members of academia, and trade organizations) and Strategic Leaders 

(executive officers, vice presidents, chairman, and  Caterpillar Sustainability Council  & 
Sustainable Development Team) 

Stakeholders were engaged through anonymous surveys and through workshops (p. 22). 
 

Doug Oberhelman 
Chairman & CEO 
(p. 3) 

Materiality Matrix Image  

Not Available 

 

  

http://www.caterpillar.com/en/company/sustainability/sustainability-report.html
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
Cisco Systems, Inc. (2015). 2015 Corporate social responsibility report. Retrieved January 27, 2016, from 

Cisco website: http://csr.cisco.com/Pages/csr-reports  
162 "Those CSR [Corporate Social Responsibility] issues assessed as being of highest priority to the business and to our stakehol ders are 

highlighted in Our Priorities, and are covered in more depth in The Details of each of the five CSR pillars in this report” (p. A6). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
Report is cited as aligned with GRI G4 (p. A7). 

Report provides little detail  about the actual process followed. Cisco teams evaluated and prioritized issues identified by external 
stakeholders during the prior year (p. A6). A matrix is provided, and refered as "this assessment" (p. A6).  

CSR Materiality - Our Priorities (p. A6): 

 
X-axis = "Importance to Cisco's Business Success" 
Y-axis = "Concern to Stakeholders" 
 

Matrix is qualitative in nature. The axis scale is Low to High. The 
matrix is divided into nine blocks; the top most, right most box 
is identified in the narrative as "Our Priorities", and the the 
report covers these topics in more depth.  

Among "Our Priorities", environmental sustainability aspects 

include (p. A6): IT Enabling Effect (products and service improve 
customer's footprint), Product Energy Effi ciency, and Energy 
Consumption (Operations). 
 

The report also discusses the following aspects for 2015 
Objectives and Progress (p. E3): Reduce GHG Emissions, Reduce 
Energy Consumption, and Increase Renewable Energy.     
 

Additional priorities identified in the report: Energy and GHG (p. 
E5) and Product End of Life (p. E7)  

Stakeholders Stakeholder Engagement Message from Management 
Report l ists the following stakeholder groups (p. B11): communities, CSR opinion leaders, customers, 
employees, government and regulators, industry, investors, nonprofits, sales channel partners, and 
suppliers. 

"We encourage feedback from stakeholders and use this report to respond to what we have heard 
from a broad set of our stakeholders throughout the year... We engage extensively with stakeholders 
and CSR experts throughout the year. We listen to their feedback to assess and enhance our CSR 

approach, performance, and reporting” (p. A7). 
 
Specific examples of stakeholder engagement include (p. A7): Engagement Forums and Tools, Cisco 

Foundation, Cisco Platform blog, Cisco support forums, High-Tech Policy blog, annual customer 
satisfaction survey, industry working groups, “We’re Listening” blog, annual meeting of shareholders 
and company reporting, annual Employee Pulse survey, investor relations, quarterly “all  hands” 
meetings, partner community forums, Ethics Helpline, Partner Education Connection, public policy 

engagement, and social media (Facebook, Twitter).   

Multiple corporate leaders provided messages for 
the report, including: 
 

Chuck Robbins, CEO 
(p. A4) 
 

Tae Yoo, Senior Vice President, Corporate Affairs 
(p. A5) 
 
Randy Pond, Senior Vice President, Operations 

(p. E2)  
Materiality Matrix Image  

(p. A6) 

http://csr.cisco.com/pages/csr-reports
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
DOW Chemical Company. (2015). Sustainability 2014. Retrieved January 25, 2016 from DOW Chemical 

website: http://www.dow.com/~/media/DowCom/Corporate/PDF/science-and-
sustainability/Goals%20and%20Reporting/2014-Sustainability-Report.ashx 

178 "Materiality as defined in GRI Reporting Guidelines and used for this report includes those issues that reflect the organizat ion’s 

significant economic, environmental and social impacts; or that substantively influence the assessments  and 
decisions of stakeholders” (p. 40). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
Report follows GRI G4 (p. 5) and includes the UN Global Compact Communication on Progress (p. 7). 
Process for determining report content (pp. 40-41): 

1. Development of 2015 Sustainability Goals - guidance received from external stakeholders to develop goals, primarily 
through the SEAC 

2. Public Policy Issues Prioritization Process - "Dow’s Issue & Policy Management Council drives alignment of global issue and 

policy management strategies and plans through clear priority setting, resource alignment and coordination of efforts. (p. 
40)" 

3. Stakeholder engagement prioritized environmental aspects.  
4. Account Externalities - In collaboration with The Nature Conservancy (TNC) and the American Institute of Chemical 

Engineers (AIChE), Dow valuates ecosystem services and externalities (for example, setting an internal price for carbon 
emissions) and valuates benefits from Dow's sustainability activities. 

5. Life Cycle Assessment (LCA) of products and services (cradle to grave) identifies long term impacts.  
6. Results are presented in a Materiality Map. 

Materiality Map (p. 41): 
 

X-axis = "Significance of Impacts" 
Y-axis = "Importance to Stakeholders Assessments and 
Decisions" 

 
Matrix is qualitative in nature and the scale ranges from High to 
Very High (excluding aspects prioritized lower).  
 

The matrix is divided into nine blocks. The top most, right-most 
box is very high significance to Dow and very high importance to 
stakeholders, therefore it is presumed the highest priorities. All  
nine boxes, however, are material. 

Environmental Material Aspects identified (pp. 42-44): 
Biodiversity and Ecosystem Services, Climate Change, Energy, 

Local Protection of Human Health and the Environment, 
Product Safety Leadership, Water, Sustainable Supply Chain, 
Sustainable Chemistry, Breakthroughs to World Challenges, 

Corporate Governance (compliance) 
 

Stakeholders Stakeholder Engagement Message from Management 
"The intentional effort is to identify stakeholders who can drive, block or shape the discourse around sustainability. In addition, 

those who are affected may then influence how this discourse ultimately impacts Dow” (p. 47). 
 
External Stakeholders: Sustainability External  Advisory Council (SEAC) (p. 40), Community Advisory Panels (CAPs) (p. 47), The 
Sustainability Consortium (independent organization of sustainability professionals), Sustainability Innovation Student Chall enge 

Award (SISCA)(academia) 
 
Internal Stakeholders: Business Sustainability Forum (Dow marketing and business employees)(p. 47), Sustainability Network (Dow 

employees)(p. 47),  
 
Dow identified the following groups as stakeholders (p. 47):   
Advocacy and Advisory Groups; NGOs and Think Tanks; Governments ; Communities; Industry and Trade Associations/Consortiums; 

Regulators; Customers/Retailer Academia Financial Community; Employees Retirees Competitors; Investment Professionals; 
Shareholders ; Suppliers; Intergovernmental Organizations; Consumers ; Media 

Stakeholders engaged through formal interviews (one-on-one, 

small groups, telephone, etc.) and also engaged through teams, 
committees, panels (p. 40). 
 

Andrew N. Liveris 

Chairman and CEO 
(p. 25) 
 

Materiality Matrix Image  

(p. 41) 

http://www.dow.com/~/media/DowCom/Corporate/PDF/science-and-sustainability/Goals%20and%20Reporting/2014-Sustainability-Report.ashx
http://www.dow.com/~/media/DowCom/Corporate/PDF/science-and-sustainability/Goals%20and%20Reporting/2014-Sustainability-Report.ashx
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
DuPont. (2015). DuPont 2015 Global Reporting Initiative report. Retrieved January 31, 2016, from DuPont 

website: http://www.dupont.com/corporate-functions/sustainability/performance-
reporting/sustainability-reports.html 

48 "An item is considered material, if in the light of surrounding circumstances, the magnitude of the item is such that it is probable 

that the judgment of a reasonable person relying upon the report would have been changed or influenced by the inclusion or 
correction of the item. ...we also use a sustainability-specific analysis as a way to rank and prioritize environmental and social issues 
for each DuPont business unit. Criteria that are used in this process include: influence on business success (profitability, product 
acceptance, market demand, right to operate, ability to implement business strategy) and importance to stakeholders (employees, 

customers, community, shareholders, NGOs, government).These definitions differ slightly from the GRI definition, most notably  in 
that 'influence on business success' replaces 'significant economic, environmental, or social impacts'” (p. 4). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
Report is prepared in accordance with the GRI G4 framework (p. 1). 

1. Annual Sustainable Growth Review process is led by the Chief Sustainability Officer - identifies sustainability issues 
important to the success of the business and to shareholders (p. 5). 

2. Identify critical trends (relavent issues not directly linked to GRI aspects or indicators)(p. 5). 

3. Evaluate identified issues against Dow's materiality criteria: "influence on business success... and importance to 
stakeholders. (p. 4)"  

4. Issues prioritized and plotted on materiality map (p. 5).  

1. 5. The highest priority sustainability issues are also communicated to corporate subject matter committee, which ensures 

issues are addressed with appropriate activities and monitored (p. 4).   

DuPont Sustainability Materiality Matrix (p. 5): 

 
X-axis = "Influence on DuPont Success" 
Y-axis = "Importance to Stakeholders" 

 
Matrix is quantitative in nature, but numbers are not used. No 
scale is identified. 
 

Matrix is divided into equal, unlabeled quadrants. 

Issues identified on the Materiality Matrix (p. 6): Product 

Sustainability and Transparency; Energy Efficiency - Operations 
and Products; Waste and Emissions; Toxic materials; 
Management of Hazardous materials; Energy and Climate; 

Water Quality and Quantity; Sustainable Consumption (Critical 
Trend); Energy-Food-Water Nexus (Critical Trend); Climate 
Change Adaptation (Standard Disclosure) 
 

“Critical trends,” although not material, are issues that provide 
context to understand what influences DuPont's sustainability 
performance (p. 5).  
 

Some issues are not part of the matrix, but are discussed in the 
report because they support DuPont's core values (p. 5). 

Stakeholders Stakeholder Engagement Message from Management 
Stakeholders are listed as part of the definition of materiality (p. 4): employees, customers, 
community, shareholders, NGOs, government.  
 

Key stakeholders are identified (p. 7): employees, customers, investors and shareholders, 
suppliers, trade associations, government agencies, and communities. 

External stakeholders engaged through general activities (p. 4): surveys and questionnaires, 
direct feedback, engagement on specific sustainability issues, interviews, and memberships to 
stakeholder organizations. 

 
Specific internal and external engagement activities (p. 7): annual employee survey, customer 
surveys about loyalty and company performance, investor and shareholder events,  

the supplier sustainability reporting system, contribute to policy making process through trade 
associations and interactions with government agencies, participation in forums and associations 
focused on specific issues, and participation of Community Advisory Panels (CAPs). 

Edward D. Breen 
Chair of the Board and Chief Executive Officer 
(p. 2) 

Materiality Matrix Image  

(p. 5) 

http://www.dupont.com/corporate-functions/sustainability/performance-reporting/sustainability-reports.html
http://www.dupont.com/corporate-functions/sustainability/performance-reporting/sustainability-reports.html
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
Ford Motor Company. (2015a). Global mobility through changing times: sustainability report 2014/15.  

Retrieved January 25, 2016, from Ford Motor Company website: 
http://corporate.ford.com/microsites/sustainability-report-2014-15/downloads.html 

Ford Motor Company. (2015b). Materiality matrix. Retrieved February 1, 2016 from Ford Motor Company 
website: http://corporate.ford.com/microsites/sustainability-report-2014-15/doc/sr14-
materiality-matrix.pdf 

603 "For the purposes of this report, we consider material information to be that which is of greatest interest to, and which has  the 

potential to affect the perception of, those stakeholders who wish to make informed decisions and judgments about the 
company’s commitment to environmental, social and economic progress. This definition predates, but is cons istent with, the GRI 
definition” (2015a, p.123). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues 

Materiality assessment intended to align with GRI G4 Guidance (2015a, p.123). 
Materiality Assessment Process (2015a, pp. 124-125): 

1. Identification of Material Issues - Potential issues identified from stakeholder engagements and an analysis of Ford's value 

chain. 
2. Prioritization of Material Issues - Criteria used to prioritize issues include frequency mentioned by stakeholders, impact to 

Ford's value chain (3 to 10 year timeframe), complexity and volatility based on megatrends. Issues are rated against 

criteria as low, moderate or high. Ratings for each issue are averaged and weighted additionally for key stakeholders and 
issues with multiple impacts to Ford or affected multiple stakeholder groups. Values are plotted on Materiality Matrix. 

3. Validation and Review of Material Issues 

2. Materiality anlyses reviewed by internal and external stakeholders. Internal reviewers included Ford's Sustainability & 

Vehicle Environmental Matters (S&VEM) group. External reviewers included a Ceres stakeholder committee. Reviewers 
ensure that stakeholders' feedback is reflected appropriately. 

Materiality Matrix (2015a, p.129): 
 
X-axis = "Importance to Ford" 

Y-axis = "Importance to Stakeholders" 
 
Symbols identify Financial, Environmental, Human, Social, 

Governance issues. 
 
Matrix is quantitative in nature, but numbers are not used. 
Matrix is not divided into any quadrants, zones or boxes 

Material environmental sustainability issues identified (2015a, 
p.129): 
Operations and Logistics Energy Use and GHG Emissions, 

Product Carbon Footprint/Fuel Economy, Climate Change 
Resilience Strategy, Customer Demand for Fuel Efficiency, 
Operations Water Use, Community Impacts of Water Use, 

Biodiversity and Land Use, Materials and Waste Management, 
Environmental Management and Process Innovation, and Air 
Quality 

Stakeholders Stakeholder Engagement Message from Management 
Identified stakeholder categories (2015a, pp. 228-229): Employees, Investors, Communities, 
Supply Chain, Customers, and Dealers 

 
Three types of customers identified: "individual retail 
consumers, small business customers and large commercial 
fleet customers” (2015a, p.229). 

 

Stakeholders were engaged informally, including "simply picking up the telephone to 
discuss an issue with any of the numerous sustainability related organizations or individuals 

with whom Ford has a relationship” (2015a, p.231). 
 
Stakeholders were engaged formally (2015a, p.232): 
Community Relations Committees, Association/Organization Memberships, Forums, 

Earnings Communications & Reports, "Consumer Insight" process, Dealer Interactions, 
"Aligned Business Framework", Employee Town Hall Meetings, Diversity Councils, Pulse 
Survey, Union representation, etc. 

William Clay Ford, Jr. 
Executive Chairman (2015a, p.10) 

 
Mark Fields 
President and CEO (2015a, p.10) 
 

Kim Pittel 
Vice President, Sustainability, Environment and Safety Engineering 
(2015a, p.13) 

Materiality Matrix Image  

(2015b) 

http://corporate.ford.com/microsites/sustainability-report-2014-15/downloads.html
http://corporate.ford.com/microsites/sustainability-report-2014-15/doc/sr14-materiality-matrix.pdf
http://corporate.ford.com/microsites/sustainability-report-2014-15/doc/sr14-materiality-matrix.pdf
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
General Motors Company. (2015). A driving force: 2014 Sustainability report. Retrieved January 25, 2016, 

from General Motors website: http://www.gmsustainability.com/report/downloads.php 
116 Definition not given, but assume GRI (G4) since report is prepared in accordance with G4 Guidelines. 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
Report is prepared in accordance with the GRI G4 guidelines and materiality assessment is base on process described in GRI 

Technical Protocol (p. 22). Sustainalytics (3rd party) conducted the assessment.  
 
Materiality Assessment Process (p. 22): 

1. Identify - Potentially material issues identified from draft GRI automotive sector supplement, sustainability reports of 

peers, and investment research reports. Seventeen issues were identified, including greater than 100 sub-issues. 
2. Prioritize - Surveys measured the issues' impact to the long term success of the business, and importance to stakeholders. 
3. Validate - Impact scores were calculated from the survey responses, and validated by Sustainalytics' automotive analysts. 

The analysts were able to review and compare sustainability issues across 44 companies in the sector.  

3. 4. Review - The ten most material issues were reviewed by General Motors and grouped into eight focus areas. 

GM Materiality Results - All  Issues (p. 23): 

 
X-axis = "Risk/Opportunity to GM" 
Y-axis = "Impact on Sustainable Development" 
 

Matrix is quantitative in nature, and each axis is numerically 
scaled from 60 to 100, and qualitatively scaled low to high. 
 
Matrix shows only the top 10 material issues. A quadrant is 

shaded blue in the upper right corner, bounded approximately 
by x=75 and y=73. Four issues are within the shaded area:  

1. Customer Satisfaction 

2. Product Safety 
3. Vehicle Efficiency & Emissions 

4. 4. Employee Relations 

Ten most material issues (p. 23):  

1. Customer Satisfaction     
2. Product Safety  
3. Vehicle Efficiency & Emissions  
4. Employee Relations     

5. Operational Energy & Emissions   
6. Human Rights   
7. Employee Equal Opportunity & Diversity  
8. Supply Chain  Supply Chain   

9. Local Communities  Community Impact   
10. Eco-Innovation  Innovation  

 

The report also includes discussion around additional issues 
(e.g., water and waste management) because they are 
important to the long-term success of the company (p. 22). 

Stakeholders Stakeholder Engagement Message from Management 
General Motors' primary stakeholders (p. 24): Customers (both fleet and individual), Dealers, 

Employees (both current and potential new talent), Investors and Analysts, Suppliers, 
Communities, Governments (national, state/provincial and local levels), and Nongovernmental 
Organizations (NGOs) 
 

General Motors also partners with CERES for external stakeholder engagement (p. 24).  
 

Stakeholders engaged through surveys (p. 22). A survey asked employees the degree of impact 

GM's management of an issue has on the long-term success of the company.  Another survey 
asked external stakeholders to rank issues according to the importance of GM’s management of 
the issue.  
 

Other stakeholder engagement takes place through "quantitative consumer research studies, 
employee focus groups, congressional testimony, bl og posts and community meetings” (p. 24). 
 

General Motors also partners with CERES for additional external stakeholder feedback from 
NGOs, Socially Conscious Investors, peers and suppliers (p. 24). 
 

Mary T. Barra 

Chief Executive Officer 
April  2015 
(p. 6) 

Materiality Matrix Image  

 (p. 23) 

http://www.gmsustainability.com/report/downloads.php
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
HP. (2015). HP 2014 living progress report. Retrieved January 25, 2016, from HP website: 

http://www8.hp.com/us/en/hp-information/global-
citizenship/reporting.html?jumpid=re_r138_report 

134 Definition not given, but assume GRI (G4) since report is prepared in accordance with G4 Guidelines. 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
Report is declared Core In Accordance level  (p. 129). 
“To improve our disclosure, we consider external standards such as the Global Reporting Initiative and the United Nations Global  

Compact, as well as reporting trends and strong practices ” (p. 121). 
 
Materiality Assessment Process: 

HP hired a consultant, BSR (Business for Social Responsibility), to assis t the materiality assessment process (p. 11). 
1. Considered external standards and frameworks (e.g., Sustainability Accounting Standards Board (SASB), Global eSustainabili ty 
Initiative (p. 11), the Global Reporting Initiative, the United Nations Global  Compact (p. 129)).  
2. Reviewed HP records, interviewed internal stakeholders, and considered reporting trends and recent developments in 

sustainability (p. 11).  
3. Materiality Matrix identifies material issues and additional issues that, although not mater ial, require regular monitoring (p. 11). 

HP 2014 Materiality Assessment (p. 12): 
 

X-axis = "Relative importance to HP's business success" 
Y-axis = "Relative Importance to sustainable development"  
 

Colored dots identify issues as related to Governance, Human 
Progress, Economic Progress, or Environmental Progress.  
 
Matrix is qualitative in nature. The axis scale is Low to High. The 

matrix is divided into nine blocks; the two top most and two 
right most boxes (the white boxes) are identified in narrative as 
containing those issues that are material.  
 

Issues in the remaining boxes (the gray boxes) are not material, 
but require regular monitoring. 

Material Environmental Progress Issues (p. 127):  
 

High importance to sustainable development, high importance 
to HP's business success: Product energy efficiency, product life 
cycle management, and IT as a sustainability solution. 

 
High importance to sustainable development, medium 
importance to HP's business success: Energy and GHG emissions 
in operations and supply chain, waste and hazardous materials 

in operations and supply chain, water in operations and supply 
chain, and use of substances of concern in products . 
 
Medium importance to sustainable developmen t, medium 

importance to HP's business success: Product transport and 
logistics, and packaging. 

Stakeholders Stakeholder Engagement Message from Management 
Stakeholders for environmental progress issues are identified as (pp. 13-14): Regulators, 
Customers, Suppliers, Governments, Financial Institutions, NGOs, Vendor Partners, 
Communities 

Stakeholders for environmental progress issues were engaged through (pp. 13-14): Partnerships, 
Consumer Education, Collaboration on Programs and Industry Initiatives, Partnerships, Lobbying/ 
Advocacy, Sponsorships, Third Party Audits, and Marketing. 

 
A new method for collecting stakeholder feedback, the HP Living Progress Exchange (LPX), was launched 
in 2014 (p. 13). LPX is facil itated by third-party organizations (e.g., GlobeScan), and enables 

conversations that focus on solving global human, economic, and environmental problems. 

Meg Whitman 
Chairman, President and CEO 

Materiality Matrix Image  

(p. 12) 

http://www8.hp.com/us/en/hp-information/global-citizenship/reporting.html?jumpid=re_r138_report
http://www8.hp.com/us/en/hp-information/global-citizenship/reporting.html?jumpid=re_r138_report
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
Intel. (2015). 2014 Corporate responsibility report. Retrieved January 27, 2016, from Intel website: 

http://www.intel.com/content/www/us/en/corporate-responsibility/corporate-responsibility-
report-overview.html 

116 "We have used the Sustainability Materiality Framework developed by the research firm Accountability to define corporate 

responsibility materiality, both for this report and for our strategy development. (Note that 'materiality' in this context does not 
refer to financial materiality.) ...This materiality matrix illustrates the topics that we believe are of greatest interest to our 
stakeholders, who want to make informed decisions about Intel’s environmental, socia l, and economic performance” (p. 21). 

Materiality Assessment Process Materiality Matrix Material Environmental Sustainability Issues  

Report is prepared in accordance with GRI G4 and offers link to Integrated Report as interactive part of report using guidanc e from 
<IR>. (p. 4) 
 
Materiality Assessment Process (p. 21): 

1. IDENTIFY - Identified 20 sustainability issues from 16 stakeholders and sources. 
2. PRIORITIZE - Criteria are used to determine the significance of each issue, and plot the issues on a materiality matrix. 

Report l ists 7 "Key Criteria" to measure business continuity, impact to brand/reputation, applicability to multiple regions, 

alignment with business strategies, impact on the community, ability to attract and retain talent, and regulatory impacts.   
3. REVIEW - Materiality analysis is reviewed internally by Board of Directors and Management Review Committee, externally 

through outreach to socially responsible investors, review of the Corporate Respons ibility Report, and participating in 
SustainAbility benchmarking. Results are used to set performance goals, initiate projects, develop policy, and 

communicate with stakeholders. Results are reported in the Corporate Sustainability Report, and Corporate Responsibility 
web site. 

Corporate Responsibility Materiality Matrix (p. 21): 
 
X-axis = "Impact on Intel's Business" 
Y-axis = "Importance to Multiple Stakeholders" 

 
Color of issue label identifies issue as social, environmental, or 
economic. 

 
Matrix is quantitative in nature, but numbers are not used. The 
scale is qualitative; low, medium, high. Matrix is not divided into 
any quadrants, zones or boxes. 

 

Environmental Material Issues (p. 21): 
 Energy Efficient Products 

 Water Use 

 Environmental Compliance 

 Reductions in Energy Use 

 Recycling and E-waste 

 

Stakeholders Stakeholder Engagement Message from Management 
From the list of primary sources, stakeholders include (pp. 19 -20): Employees, Customers, 
Suppliers, Governments and Policy Makers, Communities, Investors, and Nongovernmental 
Organizations 

Primary sources of stakeholder feedback (p. 21): 
Employee blogs and forums; Customer concerns; Corporate Responsibility web site e-mails and 
CSR@Intel blog; Social media channels (Facebook, Twitter); Community advisory panels & 

community perception surveys; Meetings/feedback sessions with investors; Proxy resolution 
negotiations; Ethics and Compliance Oversight Committee; Strategic chemical review process; 
Community relations; Corporate responsibility/ sustainability conferences ; Market research on 
reputation issues; Meetings with government officials ; Review of external standards; 

Participation in industry working groups; Scan of industry trends 

Brian Krzanich 
Chief Executive Officer 
(p. 5) 

Materiality Matrix Image  

(p. 21) 

http://www.intel.com/content/www/us/en/corporate-responsibility/corporate-responsibility-report-overview.html
http://www.intel.com/content/www/us/en/corporate-responsibility/corporate-responsibility-report-overview.html


Masters Project – Page 81 15 April 2016 – Phelps 

Company Name & Sustainability Report No. of Pages Definition of Materiality 
Johnson Controls, Inc. (2014). Sustainability materiality assessment executive summary 2013-2014. 

Retrieved January 28, 2016, from One-Report website: http://www.one-
report.com/report/grig4-index.html?companyid=136;year=2015;rid=ODA0MDU4NzIx 

2 See Johnson Controls’ 2014 Global Reporting Initiative Report (2015, p. 31). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
Materiality Assessment Process (p. 1): 

1. Identify Areas of Focus - A worshop in 2014 involving Johnson Controls decision makers from across the businesses 

identified sustainability issues to evaluate. 29 sustainability areas of focus were identified. 
2. Assessment of Material Areas of Focus - Identified sustainability issues were prioritized based on two criteria: importance 

to external stakeholders, and potential impact on the business. 

3. Gathering Stakeholder Input - An outside consultant gathered external stakeholder input through interviews, the results of 
which were then reviewed by Johnson Controls Global Environmental Sustainability Council. Internal stakeholders used 
Materiality Assessment Navigator™ tool.  

4. 2013-2014 Sustainability Materiality Matrix - Results of stakeholder input was plotted on a Materiality Matrix. The 

assessment does not address all  sustainability risks and opportunities but is intended to guide further dialogue with 
stakeholders. 

Materiality Matrix (p. 2): 
 

X-axis = "Increasing Impact on Johnson Controls" 
Y-axis = "Increasing Importance to External Stakeholders" 
 

Colored dots identify issues as specific areas of focus; 
governance, product stewardship, environmental, energy 
efficiency & climate, and social. 
  

Matrix is quantitative in nature, but numbers are not used and 
the scale is not identified. Matrix is not divided into any 
quadrants, zones or boxes. Matrix maps 29 aspects, but does 
not draw a line or define what is material. 

Environmental areas of focus on the Materiality Matrix (p. 2): 
Waste Management, Hazardous Materials, Air Emissions, Water 

Management, and Ozone Depleting Substances. The matrix 
does not delineate which issues are material. 
 

Stakeholders Stakeholder Engagement Message from Management 
Stakeholder groups included (p. 1): Suppliers, Customers, Investors, Non-governmental/non-profit 

organizations, Industry Groups, Labor Groups, Trade Press, and Academia 

Consultant performed interviews of external stakeholders (p. 1). Interviews assessed which issues 

stakeholders believed could impact the business' performance and the reputation of Johnson 
Controls, both positively and negatively. 
 
Internal stakeholders used the Materiality Assessment Navigator™, an on-line survey developed 

by Johnson Controls, to provide feedback. This survey assesses the impact perceived by 
stakeholders of each issue on the performance of the company, the degree to which Johnson 
Controls can influence the area of focus (p. 1). 

No message from management. 

Materiality Matrix Image  

(p. 2) 

http://www.one-report.com/report/grig4-index.html?companyid=136;year=2015;rid=ODA0MDU4NzIx
http://www.one-report.com/report/grig4-index.html?companyid=136;year=2015;rid=ODA0MDU4NzIx
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
Johnson Controls, Inc. (2015). 2014 Global Reporting Initiative report. Retrieved January 28, 2016, from 

Johnson Controls website: http://www.johnsoncontrols.com/corporate-sustainability/reporting-
and-policies 

420 "Across our qualitative and quantitative analysis we have considered three dimensi ons: increasing impact on Johnson Controls 

from a business perspective, increasing importance to external stakeholders, and impact of our business from a lifecycle 
assessment perspective. All  three of these dimensions contribute to what is labeled in this GRI report as material for 2014” (p. 31). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
The report follows the GRI G4 Guidelines (p. 38). 
Materiality Assessment Process (p. 31): 

Materiality Assessment was performed in 2013 with ERM. Analysis was both qualitative and quantitative. 
1. Leadership identified 29 areas of opportunity through research and analysis.  
2. Stakeholders assessed the 29 areas of sustainability opportunity. Internal stakeholders took an on-line, anonymous 

survey. External stakeholders were interviewed by ERM. 
3. Stakeholder feed back was evaluated against three criteria: impact on the business, importance to external stakeholders, 

and impacts to Johnson Controls from a lifecycle assessment p erspective. 
4. Lifecylce analysis was considered and impacts were assessed and measured for each of the areas of opportunity. 

5. Results of analysis were plotted on a materiality matrix. 

The materiality matrix is referenced in the narrative, and a 
hyperlink is provided to the Materiality Assessment Executive 

Summary, but the actual matrix is not provided in this report. 
 
See Johnson Controls’ Sustainability Materiality 
Assessment Executive Summary 2013-2014 (2014, p. 2). 

Identified Material Aspects (p. 29): 
• Materials 

• Energy 
• Emissions 
• Effluents and Waste 

• Products and Services 

• Supplier Environmental Assessment 

Stakeholders Stakeholder Engagement Message from Management 
Stakeholders included (p. 31): employees, customers, suppliers, investors, NGO's, industry & labor 
groups, trade press and academia. 

Internal stakeholders provided feedback through an anonymous on-line survey (p. 31).  ERM 
interviewed external stakeholders to assess importance of issues to them. Both stakeholder 
groups assessed the same 29 areas of opportunity. 

Alex Molinaroli 
Chairman, President and CEO 
(p. 1) 

Materiality Matrix Image  

Image provided in  Johnson Controls’ Sustainability Materiality Assessment Executive Summary 2013-2014 (2014, p. 2). 

 

  

http://www.johnsoncontrols.com/corporate-sustainability/reporting-and-policies
http://www.johnsoncontrols.com/corporate-sustainability/reporting-and-policies
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Company Name & Sustainability Report No. of Pages Definition of Materiality 
Lockheed Martin Corporation. (2015). The science of citizenship: 2014 Sustainability report. Retrieved 

January 29, 2016, from Lockheed Martin website: http://www.lockheedmartin.com/us/who-we-
are/sustainability.html 

86 "This core issues assessment allowed us to see the connections between issues that matter to our stakeholders and our business 

strategy, risks and opportunities. Understanding these linkages allows us to be more focused in our engagement and to allocate 
resources where there is the greatest opportunity for sustainable growth while mitigating potential risks” (p. 13). 

Materiality Assessment Process  Materiality Matrix Material Environmental Sustainability Issues  
The report follows the GRI G4 Guidelines (p. 2). 
Lockheed Martin does not use the term "materiality" in this report, but refers to "core issues" and the "core issues assessment." 

Report follows the GRI G4 materiality assessment guidance. 
 
Core Issues Assessment process (p. 13): 

1. Engaged internal and external stakeholders to identify sustainability issues. Fourty one issues were identified. 
2. Issues were evaluated against multiple factors of importance to stakeholders and to business success, then prioritized on a 

matrix. 
3. Top 20 highest priority issues evaluated by Lockheed Martin. 

4. Top priorities were grouped into six core issues. 
 
For the core issues assessment, specific guidance documents were cited (p. 13): The Global Reporting Initiative G4 Principles, Ceres 
Roadmap to Sustainability,  Sustainability Accounting Standards 

Board guidance, International Integrated Reporting, Sustainability Accounting Standards Board. 

Core Issues Assessment (p. 13): 
 

X-axis = "Importance to Business Success" 
Y-axis = "Importance to Stakeholders" 
 

Matrix is quanititative in nature, and each axis is numerically 
scaled from 50 to 100. Each issue is identified by as included in a 
core issue.  
 

Matrix is not divided into any quadrants, zones or boxes. Matrix 
maps 22 issues, but does not draw a line or define what 
material is. 

Lockheed Martin's six core issues (p. 13): Governance, Product 
Performance, Talent Competitiveness, Supplier Sustainability, 

Resource Efficiency and Information Security. 

Stakeholders Stakeholder Engagement Message from Management 
Stakeholder groups are identified as (p. 16): employees, customers, investors, analysts, 
community leaders, suppliers, regulators and non-governmental organizations. 
 
 

Lockheed Martin states that their stakeholder engagement is decentralized (p. 16). 
 
Lockheed Martin engages the Independent Insights Group to formally comment on the 
Sustainability Report (p. 17). Membership includes experts in academia, business, sustainability, 

law and government, and identifies the five members by name.  

Marillyn Hewson  
Chairman, President and CEO (p. 3) 

Materiality Matrix Image  

 (p.13) 

http://www.lockheedmartin.com/us/who-we-are/sustainability.html
http://www.lockheedmartin.com/us/who-we-are/sustainability.html
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D. INTERVIEW NOTES AND/OR TRANSCRIPTS 
Appendix D. 1 Email documenting interview between Danyelle Lynne Phelps and “Sustainability 

Director” for Company X 

From:  Phelps, Danyelle Lynne  

Sent: Monday, February 22, 2016 8:27 AM 

To: [REDACTED] 

Cc: Phelps, Danyelle Lynne 

Subject: Materiality Assessment Methods - Attribute Weighting 

 
[REDACTED] 
 
Thank you again for meeting with me Friday to discuss weighting for attributes of Materiality 
Assessment Methods. I appreciate your candid responses. I have summarized our discussion and the 
weighting exercise. Please let me know if anything is misrepresented. As previously agreed, your identity 
and that of our company will not be included in my report. 
 
I am examining three attributes for Materiality Assessment Methods (MAM). The attributes describe the 
assessment method, not the individual aspects that may be deemed material by the assessment. 

 Definition – Definitions provide parameters for materiality concepts, such as “relevant aspects” 
or “stakeholders.”  

o Example: You are going to the pound to pick out a “good dog”. A definition for a “good 
dog” may be a brown dog, between 25 and 100 pounds, less than 5 years old. 

 Prescriptive – A prescriptive MAM actually prescribes specific requirements, such as prescribing 
that a particular aspect is always material or must be included in the assessment, or a particular 
reporting framework be used.  

o Example: You are going to the pound to pick out a “good dog”. A prescription for a 
“good dog” would be if the pound selected dog #1, dog #23, and dog #45 as good dogs. 

 Incidence – This attribute measures how often the MAM is being used, or how many companies 
are using it. It’s a kind of measurement of popularity or benchmarking. 

o Example: You are going to the pound to pick out a “good dog”. Incidence describes six 
other people selecting their dog the same way you are and twelve are doing it 
differently (different criteria, or definitions, or even a different pound).  

 
To establish weights for the attributes (which is more important, and by how much) I used the “Swing 
Weight Method” with you. 
 
First we identified what was the ideal for each attribute, and what was the least ideal scenario. Then, 
starting with a hypothetical description of a MAM set with all three attributes as ideal, I began altering 
one or more of the attributes. In each scenario, one or more of the attributes were “swung” from ideal 
to not ideal. You were given the option in each scenario to change only one attribute. Based on your 
preferences, weights were established for each attribute. 

 Definition – Company X prefers as much flexibility in a MAM as possible, therefore the least 
definitions. 

o Ideal = Minimally defined. The MAM gives the company the flexibility to define the 
concepts such that they meet the company’s needs and preferences. 

o Not Ideal = Highly defined. The MAM sets definitive parameters for the concepts. 
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 Prescriptive – Company X prefers as much flexibility in a MAM as possible, therefore it does not 
want a MAM that automatically selects aspects for them. Company X wants to be able to 
evaluate each aspect for themselves. 

o Ideal = Minimally prescriptive. The MAM gives the company the flexibility to select and 
assess aspects, and select other elements of the MAM as they meet the company’s 
needs and preferences. 

o Not Ideal = Highly prescriptive. The MAM prescribes elements that must always be used 
or assessed.  

 Incidence – This attribute measures how often the MAM is being used, or how many companies 
are using it.  

o Ideal = Highly used. The MAM is frequently used by other companies. 
o Not Ideal = Not used. The MAM is not used by other companies.  

 

Scenario What would client change? 

Minimally defined; Minimally prescriptive; Highly used  0 

Minimally defined; Minimally prescriptive; Minimally used Incidence 

Minimally defined; Highly prescriptive; Minimally used Prescriptive 

Minimally defined; Highly prescriptive; Highly used Prescriptive 

Highly defined; Minimally prescriptive; Minimally used Definitions 

Highly defined; Minimally prescriptive; Highly used Definitions 

Highly defined; Highly prescriptive; Minimally used Prescriptive 

Highly defined; Highly prescriptive; Highly used Prescriptive 

 
Based on this assessment, Incidence is the least important in deciding which Materiality Assessment 
Method to choose. The level of definition is twice as important as incidence. The level of 
prescriptiveness is four times as important as the incidence. You agreed that this makes sense 
intuitively, as the company is less concerned about how many other companies are using a particular 
method as it is concerned with what it would be locked into doing or reporting. The company values 
flexibility. 
 
We also took some time to answer some additional questions: 

1. How does [Company] define materiality for Sustainability Issues? What would make a 
sustainability aspect material to [Company]? The company follows the SEC definition of the 
word “Material”. The company does not use the word “Material” for anything not required to 
be reported outside of SEC filings. For example, the company would not refer to an aspect in a 
corporate sustainability report as “Material” if that same aspect is not identified as material in 
the SEC filings. The company refers to the aspects in the corporate sustainability reports not 
disclosed in the SEC filings as “risk”, not “material”.   

 
2. How does [Company] define Sustainability? The company considers aspects that are both ESG 

and voluntary as “Sustainability”. For example, Code of Conduct Policy is not mandated by law, 
but good business practice and makes company more sustainable. Compliance is its own 
category. It is possible for an aspect to be considered compliance in some areas (regions or 
locations), but “sustainability” in others. 
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3. What determines the metric/indicators reported by [Company] in Corporate Sustainability 
Reports (CSR)? (i.e., affiliations like CDP, reputation, data requests) The company considers 
reputation and stakeholder requests over time (trends in data requests from customers, 
analysts, etc.). 

 
4. Who are key stakeholders for [Company]? (e.g., shareholders, employees, largest customers, 

regulatory agencies, peers, NGO’s) Primary stakeholders include shareholders and largest 
customers. Company does engage with Remediation-related NGO’s (like the Audubon Society). 
Peers are not as important as stakeholders. 

 
5. What level of management is required to approve or certify a materiality assessment? (i.e. VPs, 

C-suite, Board of Directors)  
Company has an Audit Committee (a subcommittee of BOD). 

6. Does [Company] have defined time periods for planning and strategy? (i.e., 5 years, 10 years, 30 
years) Strategic planning is 5 year cycle. 

7. Does [Company] benchmark sustainability reporting against peers? (Names and identifiers of 
peers will not be included in report.) Company looks at reports of peers (peers for stock). Peers 
include GE, UTC, Illinois tool works, Tyco, Emerson electric. 

8. Has [Company] evaluated the use of established materiality assessment methods, or 
sustainability reporting frameworks? Company reports to CDP, considering requirements and 
definitions literally (no additional reporting than what is required). Company has reviewed GRI,  
and is aware of SASB standards. 

 
Thank you for your time and support completing this important project. 
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Appendix D. 2 Email between Danyelle Lynne Phelps and Jill Richardson (SASB), February 2016 
 

From:  Jill Richardson [mailto:jill.richardson@sasb.org]  

Sent: Tuesday, February 16, 2016 6:44 PM 

To: Phelps, Danyelle Lynne 

Subject: RE: Using SASB Standards  

 
Each of the 31 are US publicly listed corporations.  
 
Hope this helps! 
 
Best, 
Jill 
 
 
 
From: Phelps, Danyelle Lynne  
Sent: Tuesday, February 16, 2016 3:30 PM 
To: Jill Richardson <jill.richardson@sasb.org> 
Subject: RE: Using SASB Standards 
 
Thank you, Jill. These are very large companies (Fortune 500) listed here. Would you say the 
majority of the 31 “mentions” are from larger companies? 
 

  

mailto:jill.richardson@sasb.org
mailto:jill.richardson@sasb.org
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From:  Jill Richardson [mailto:jill.richardson@sasb.org]  

Sent: Tuesday, February 16, 2016 4:35 PM 

To: Phelps, Danyelle Lynne 

Subject: RE: Using SASB Standards  

 
Hi Danyelle, 
 
Thank you for your email. You are right that some of the latter sectors within SASB’s SICS Industry 
Classification System have standards that are very new to the market. In the context of SEC 
reporting, there is a long cycle with a very high threshold of legal review to incorporate information 
into the Form 10-K. Accordingly, many companies are beginning to reference their use of SASB 
standards in other corporate publications.  
 
Thus far, we are aware of at least 31 mentions of SASB in various corporate sustainability/CSR 
reports and corporate websites, including companies such as: 
 

         Cisco Systems 

         Citigroup 

         PepsiCo 
         Mitsubishi 

         Hewlett-Packard 

         Delta Airlines  
         Blackrock  

 
I hope this answers your question. 
 
Best, 
Jill 
 

Jill Richardson  
Digital Communications Manager 
Sustainability Accounting Standards Board 
1045 Sansome Street, Suite 450 
San Francisco, CA 94111 
 

(415) 830-9220 x 134 
www.sasb.org 

  

 

   

 
 

 

mailto:jill.richardson@sasb.org
http://www.sasb.org/
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