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ILLUSTRATION #1: 
COHERENCE BETWEEN 

WATER POLLUTION 
INCIDENT & REMEDIATION 

(SR) AND CONTINGENT 
LIABILITY (FS)
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry

Paper and wood industry, producing paper and hygiene 
products

Geographic footprint

Has operations spanning from Lithuania, European countries to 
other countries 

• Employs 860 people

Company’s definition of time horizon 

• Short-term (the reporting period),

• Medium-term (from the end of the reporting period up to 5 
years), 

• Long-term (more than five years)

10 Material topics

• Climate Change

• Pollution

• Water and marine resources

• Biodiversity and ecosystems

• Circular economy

• Own workforce 

• Workers in the value chain*

• Affected communities

• Consumers and end- users

• Business conduct

Not evaluated 



7www.efrag.org

KEY SEGMENTS

47,2%

13,6%

36,9%

2,0%

Revenue per key segment in percentage

Tissue paper and paper products

wood hardboards

raw materials for corrugated
cardboard and related products

unallocated
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IDENTIFIED POLLUTION-RELATED MATERIAL TOPICS

Water pollution - Progress against target

Material pollution-related topics
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IDENTIFIED POLLUTION-RELATED IMPACTS, ACTIONS AND GOVERNANCE

Actions

• Invested in a wastewater evaporator which reduces contamination and reuses organic matter in 
production.

• Plans to invest EUR 1.2 million in electrostatic precipitators to further reduce particulate emissions 
and improve air quality.

• Monitors progress on targets via a platform.

Governance

• Sustainability-related impacts, risks and opportunities managed by the CFO.

Impact: Emissions to water, pollution by operating site in tonnes

https://www.grigeo.com/en/sustainability/ab-grigeo-monitoring-platform
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Type of connectivity (Coherence):
The details on the incident and the company’s past and ongoing remediation actions in the 
sustainability statement contextualise the disclosure of a related contingent liability in the 

financial statements.

Anchor points Water pollution incident disclosures and Contingent liability disclosures

ESRS requirements
Voluntary preparation of sustainability statement under ESRS.
ESRS E2-4, specifically paragraph 26 that requires that an undertaking should disclose the pollutants that it emits through its own 
operations. 
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information. 

IFRS Accounting requirements
IAS 37 requires an entity to disclose information for each class of contingent liability– a brief description of the nature of the contingent 
liability and where practicable, financial effect estimate, indication of uncertainties and possibility of reimbursement.

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance
No external assurance of the sustainability statement.
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WATER POLLUTION DISPUTE

Fact patterns disclosed in the notes to the financial statements

• Suspected water pollution by subsidiary from 2012-2020; trial began in Sept 2022.

• Allegations of office abuse, document forgery, and violation of legal acts to avoid at least EUR 37.8 million 
pollution tax and this caused significant environmental damage.

• Environmental Protection Department (EPD) filed a civil claim for EUR 48.3 million in environmental damage 
compensation.

• Subsidiary does not deny legal liability for the water pollution and discloses it in both financial statements and 
sustainability report.

• Environmental restoration plan (PERM) submitted but awaiting EPD approval.

• Company claims EPD failed to comply with legal acts required for restoring environmental baseline conditions.
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CONNECTIVITY ILLUSTRATION (1/2) 

Sustainability statement

Explanation of water pollution incident and initial company follow-up actions. The company further 
cut and removed reed biomass from the affected lake, and modernised the wastewater treatment 

facilities of its subsidiary.



13www.efrag.org

CONNECTIVITY ILLUSTRATION (2/2)

Financial statements No provision recognised due to measurement uncertainty. 
Contingent liability disclosed but unclear what the amount is.
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ILLUSTRATION #2:
COHERENCE BETWEEN 

DISCLOSURE OF ENERGY 
OPTIMISATION (SR) AND 

PPAs (FS)
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

8 Material topics
• Animal Welfare
• Climate change
• Biodiversity and ecosystems
• Resource use and circular economy
• Own workforce
• Workers in the value chain 
• Consumers and end-users
• Business conduct

Sector/industry

Dairy 

Geographic Footprint

Supply products worldwide, reaching 164 countries 
around the globe. Head office in Denmark

Company’s definition of time horizon 

• Short (less than a year),

• Medium (one to five years),

• Long-term (more than five years)
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KEY SEGMENTS

27,1%

6,1%

3,7%

1,8%

2,9%
6,3%

7,4%

44,8%

Revenue per brand in percentages

Arla

Lurpak

Puck

Castello

Milk-based beverages

Other supported brands

Arla Foods ingredients

Global Industry Sales, private label and
other
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IDENTIFIED CLIMATE-RELATED RISKS, OPPORTUNITIES AND TARGETS
Risks 

• Regulation requiring the reduction of emissions in the dairy sector 

• Brand value decline if consumers turn away from dairy due to climate-related impacts

Opportunity

• Leveraging climate data to access financing

CO₂ Reduction Journey & 2030 Targets
• 63% reduction in scope 1 & 2 emissions (absolute 

terms) by 2030
• 30% reduction in scope 3 emissions

Information on energy mix related to PPAs
• Expected contribution of Power Purchase Agreements 

(PPAs) to electricity consumption in Europe: 
• 10% of total yearly electricity consumption
• 14% of yearly consumption from renewable 

sources
• Green electricity certificates are included in PPAs 

agreements, which are held for own use.
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SUSTAINABILITY GOVERNANCE

Information on the ESG 
responsibility of each

governance officer
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Type of connectivity (Coherence): 
The disclosures about the entity’s energy optimisation strategy in the sustainability 
statement (i.e. the proportion of energy consumption originating from renewable 
sources) contextualise the disclosures about the energy contracted, the location 

and the contractual commitments of PPAs in the financial statements.

Anchor points Energy optimisation strategy (SR) and power purchase agreements (PPAs) disclosures 
(FS)
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
The entity is progressing towards aligning with ESRS and CSRD, with full adoption planned by 2025.
E1-5 Energy consumption and mix, whereby an entity should provide information on its energy consumption and mix in absolute value, 
improvement in energy efficiency, exposure to coal, oil and gas-related activities, and the share of renewable energy in its overall energy 
mix.
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information

IFRS Accounting requirements 
Following the 2024 amendments to IFRS 9, physical Power Purchase Agreements apply the ‘own-use exemption’ under IFRS 9 with related 
disclosure requirements in IFRS 7.

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements, except for some specific sustainability KPIs.

Assurance on Sustainability Reporting
Reasonable assurance over key sustainability metrics: energy and climate-related metrics, food safety, animal welfare, accidents and certain 
employee-related metrics
Limited assurance over the remaining disclosures of the sustainability statement.
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CONNECTIVITY ILLUSTRATION (1/2) 

Financial statements

Regarding Scope 2 emissions in the sustainability 
statement, there is information that 46% of Arla’s 
renewable electricity, heat, steam and cooling comes 
from bundled renewable energy instruments such as 
power purchase agreements.

Sustainability statement



22www.efrag.org

CONNECTIVITY ILLUSTRATION (2/2) 

Financial statements

The company discloses elsewhere that its PPAs were 
signed in Denmark, Germany, and the UK.
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IILUSTRATION #3:
COHERENCE - CURRENT 

FINANCIAL EFFECTS 
(DISCLOSURE OF 

QUALITATIVELY MATERIAL 
INFORMATION ABOUT 

EXPOSURES RELATED TO 
OWN WORKFORCE AND 

HUMAN RIGHTS
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS

Sector/industry 

Forest assets, Packaging Solutions, Wood Products

Geographic footprint 

Present in the EU and internationally in Asia, South America and the 
USA 

Employs around 19,000 people

Company’s definition of time horizon 

• Short-term (up to one year) 

• Medium-term (two to ten years)

• Long-term (ten years or more)

9 Material topics

• Climate change

• Pollution 

• Water and marine resources

• Biodiversity and ecosystems

• Resource use and circular economy

• Own workforce

• Workers in the value chain

• Affected communities

• Business conduct
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KEY SEGMENTS

46,5%

10,8%

14,4%

15,0%

12,8%

0,5%

External sales per key segment in percentage

Packaging materials

Packaging solutions

Biomaterials

Wood Products

Forest

Other
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IDENTIFIED OWN WORKFORCE-RELATED RISKS, OPPORTUNITIES AND 
TARGETS

Impacts:
• Discrimination, bullying, or harassment might occur despite zero tolerance.

• Profit improvement programme launched in February 2024, resulting in redundancies across 
operations.

Risks: Serious or fatal injuries to employees, contractors, or third parties
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Anchor point Disclosure of qualitatively material information about exposures regarding human 
rights and own workforce-related incidents in SR

Type of connectivity (Coherence):
Information in the sustainability statement clarifying that, since the 

company’s own workforce is a material sustainability-related topic, but no 
significant human rights issues, work-related incidents, fines, or penalties 
occurred, there is no need for reconciliation with the financial statements.

ESRS requirements
Sustainability statement prepared under ESRS.
ESRS S1-1 – Policies related to own workforce
ESRS S1-17 – Incidents, complaints and severe human rights impacts

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements, excluding joint operations for which it does not have operational 
control.

Assurance
Limited assurance of the sustainability statement.



28www.efrag.org

Board of Directors Report - Sustainability statement 

CONNECTIVITY ILLUSTRATION

Disclosure of qualitatively material information about exposures:
As per the IASB’s near-final staff draft Disclosures about 
Uncertainties in the Financial Statements Illustrated using
Climate-related Examples, Example 1 illustrates how an entity 
applies paragraph 31 of IAS 1 Presentation of Financial 
Statements (paragraph 20 of IFRS 18 Presentation and Disclosure 
in Financial Statements) and makes materiality judgements in the 
context of financial statements.

Example 1 of the IASB’s project illustrates two scenarios: 

• one scenario in which these judgements lead to additional 
disclosures beyond those specifically required by IFRS 
Accounting Standards (disclosure of qualitatively material 
information about exposures) and 

• a second scenario in which there are no additional disclosures

https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-other-uncertainties-fs/climate-related-examples-ie-july-2025.pdf
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ILLUSTRATION #4:
COHERENCE BETWEEN 
DISCLOSURES OF GHG 

MITIGATION (SR) AND ETS 
(FS)
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• Information on the Business Model and Key segments is the same as illustration #3 (i.e. excerpt from the 
same company)

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS

9 Material topics 

• Climate change

• Pollution 

• Water and marine resources

• Biodiversity and ecosystems

• Resource use and circular economy

• Own workforce

• Workers in the value chain

• Affected communities

• Business conduct
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES

• Direct (own operations) and indirect impact on climate change due to greenhouse gas 
emissions emitted by production sites as well as upstream and downstream value chain. 

• Energy-intensive production process

• Uncertainty in achieving net zero for Scope 1 and 2 by 2040 without key investments and 
technology. Limited control over value chain emissions may hinder Scope 3 reductions. 

• Long-term climate risks, including rising temperatures, which threaten forests, operations, 
and wood assets. Milder winters may affect harvesting costs, while frequent extreme 
weather increases disruptions in production, logistics, and raw material supply.

• Investments in low-carbon and energy-efficient solutions, focusing on reducing fossil fuel 
use
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)
Anchor points GHG emissions and mitigation (SR) and ETS (FS)

Types of connectivity (Coherence, direct connectivity):
Coherence between the greenhouse gas emissions disclosures in the 
sustainability statement, as the company reports the share of its emissions 
covered by regulated emissions trading schemes and the emissions rights 
presented in the financial statements. Specifically, the financial statements 
detail the accounting treatment and use of emissions rights, including those 
under the European Union Emissions Trading Scheme (EU ETS). 

Direct connectivity: There is a cross-reference within the sustainability 
statement, which has quantitative information on GHG emissions covered 
by regulated emissions trading schemes, to a financial statements note on 
emission rights.
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ESRS requirements
Sustainability statement prepared under ESRS.
ESRS E1-6 Gross Scopes 1, 2, 3 and Total GHG emissions
ESRS E1-6 par. 48(b) The disclosure on gross scope 1 GHG emissions shall include the percentage of Scope 1 GHG emissions from regulated emission trading 
schemes
Similar to ESRS E1-4 requirements on Targets related to climate change mitigation and adaptation
Similar to ESRS E1-7 requirements on GHG removals and carbon credits (paragraph 56)

IFRS Accounting requirements
Currently, there are no specific requirements in IFRS Accounting Standards dedicated to carbon credits and are accounted for depending on their nature and 
use. 

Basis of preparation: Same scope of consolidation in the sustainability statement and the financial statements, excluding joint operations for which it does not 
have operational control.

Assurance: Limited assurance of the sustainability statement.

ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)
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CONNECTIVITY ILLUSTRATION

Board of Directors Report – Sustainability statement 

Financial statements

Disclosures in the financial statements provide complementary
information to the sustainability statement and adds more context
with respect to the measurement, accounting and the amounts
recognised in the financial statements of the emission allowances. 
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ILLUSTRATION #5:
COHERENCE BETWEEN 

SUSTAINABILITY LINKED 
METRICS (GOVERNANCE 

REPORT) AND SHARE-
BASED PAYMENT 
DISCLOSURES (FS)



36www.efrag.org

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry 

Information technology (IT) services and consulting

Geographic footprint

• Europe / Africa / Americas  / Asias Pacific / Middle East

• Employs around 340 000 People in more than 50 
countries

Company’s definition of time horizon

• Short-term (the reporting period of the financial 
statements);

• Medium-term (from the end of the short-term reporting 
period up to 5 years); and

• Long-term (more than 5 years)

Sustainability-related offerings to clients

Sustainability Strategy & Governance, Sustainable Products, 
Sustainable Operations, Manufacturing & Supply Chain, 
Sustainable Technology and ESG Management & Reporting

15 Material topics

Negative impacts or risks

• Climate change mitigation 

• Human rights in the supply chain

• Diverse and inclusive environment

• Human rights in the supply chain

• Social dialogue and collective bargaining

• Ethical use of technology and AI

• Cybersecurity 

• Data privacy

• Health and safety

• Talent attraction, retention and development 

• Corruption and bribery

• Trade controls

• Anti-competitive practices

Positive impacts or 
opportunities

• Digital inclusion and socio-
economic development

• Helping clients achieve 
their sustainability 
objectives 
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KEY SEGMENTS

Services are provided for following sectors 
• Consumer Goods, Retail and distribution 
• Energy & Utilities 
• Financial Services (banking, capital markets & 

insurance)
• Manufacturing
• Telecommunications, Media & Technology
• Public Sector
• Services

28,0%

19,8%

12,5%

31,0%

8,7%

Revenues per region in percentage

North America

France

United Kingdom and Ireland

Rest of Europe

Asia-Pacific and Latin America
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IDENTIFIED SUSTAINABILITY-RELATED IMPACTS, OPPORTUNITIES AND 
TARGETS

Targets
• Environment: To reduce greenhouse gas emissions and air pollutants from business travel and employee commuting, 

aiming for a 55% reduction per employee by 2030 and 90% by 2040.
• Diversity/Gender Equality: Reach and maintain 40% of women in the workforce and 35% in Executive leadership positions 

by 2030. 
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Anchor points ESG performance targets in governance report and share based payments 
information in FS 

Type of connectivity (Coherence):
The company’s governance report refers to a Corporate Social Responsibility (CSR) 

performance condition (the proportion of women as executive leaders and the 
reduction of carbon footprint per employee) for its share-based payment plans, 

which is explained in the notes to the financial statements.
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
Sustainability statement prepared in accordance with ESRS.
Similar to ESRS S1 Appendix A.1 on the disclosure of the % of women in top management
Similar to ESRS 2 GOV-3 requirements on the integration of sustainability-related performance in incentive schemes 
Similar to ESRS 2.80 on the disclosure of targets on material sustainability matters it has set to assess progress.
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information, and 
specifically ESRS 1.123 on connecting narrative information and effects of strategy on the financial statements.

IFRS Accounting requirements
IFRS 2.44 and 45(a) on the disclosure of information that enables investors to understand the nature and extent of share-
based payment arrangements that existed during the period, and the general conditions of such arrangements.

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance
Limited assurance of the sustainability statement.
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CONNECTIVITY ILLUSTRATION (1/2)

Financial statementsGovernance report within the Annual Report

CSR conditions applying to performance share-based payment 
plans referred to in the governance report are further elaborated 

on in the related FS note, including the respective weightings 
applied.
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CONNECTIVITY ILLUSTRATION (2/2)

Governance report

Calculation of attainment rate of CSR objectives.
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ILLUSTRATION #6: 
COHERENCE BETWEEN 

EXPLAINING WHY 
POTENTIAL ASSET 

IMPAIRMENT 
(MANAGEMENT REPORT) 
AND ASSET IMPAIRMENT 

(FS) DIFFER
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS (1/2) 

Sector/Industry

Oil & gas company

Geographic Footprint 

Global footprint, with offices in more than 20 countries 
and around 25,000 employees, and key operations in 
Norway, the North Sea, the U.S., Brazil, and other 
international markets (headquarters in Norway).

3 Material topics

• Climate change

• Own workforce

• Health and safety

Climate transition risks

• Climate change and transition to a lower carbon 
economy, access to renewable and low-carbon 
opportunities, workforce capabilities, and health and 
safety are identified amongst the company’s strategic 
and commercial risks.
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS (2/2)

45

Norwegian Oil & Gas Company - Articulation of strategic goals
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Key segments

82,6%

6,7%

3,4%

8,7%

-1,3%

Operating income per key segment in percentage

E&P Norway

E&P International

E&P USA

Marketing, Midstream and Processing

Renewables
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Type of connectivity (Coherence):
Coherence via explaining significant differences in assumptions in the management report and the financial statements. 

Specifically, explaining why the potential asset impairment disclosed in the management report, which is based on “worst-
case”/net-zero goals are met decarbonisation scenarios, differs from the asset impairment recognised in the financial 

statements, which is based on realistic-expectation scenarios.

Anchor points Potential impairment of non-financial assets derived from scenario analysis (SR) and 
asset impairment in the FS

ESRS requirements
ESRS 1.89 on the use of reasonable assumptions and estimates, including scenario or sensitivity analysis
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information (and specifically ESRS 1.126 on the explanation 
of the consistency of assumptions and qualitative information with the corresponding ones in the financial statements)

ISSB Standards requirements: IFRS S1.79 on the assumptions about possible future events with uncertain outcomes

IFRS Accounting requirements
IAS 36.132 on the disclosure of assumptions used to determine the recoverable amount of assets/ cash generating units.

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance
Limited Assurance for sustainability statement 
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Management report

CONNECTIVITY ILLUSTRATION (1/2) 

The impact on impairment in the 
management report relates to 
commodity price assumptions, EU 
Emissions Trading System (ETS) and  
Title Transfer Facility (TTF)
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Financial statements

CONNECTIVITY ILLUSTRATION (2/2) 

Commodity price scenarios are 
illustrative as they do not 
incorporate other factors that 
would mitigate the effect on 
asset impairment in each 
scenario.
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ILLUSTRATION #7:
CONSISTENCY IN 
AMOUNTS AND 

NARRATIVE RELATED TO 
DECARBONISATION 

BETWEEN MANAGEMENT 
REPORT & FS
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry

Steel and mining 

Geographic Footprint

• Steel-making operations in 15 countries. In 2024, 38% 
of crude steel was produced in the Americas, 53% in 
Europe and 9% in other countries, such as South 
Africa and Ukraine

• ArcelorMittal had approximately 125,000 employees.

Company’s definition of time horizon

• Short-term (up to one year – 2025)

• Medium-term (from one up to five years – 2030)

• Long-term (from 15 years up to 25 years –2050). 

Governance 

Climate risk management is overseen by the Climate 
Change Panel and Board-level Sustainability Committee 

7 Material topics

• Safety 

• Climate 

• People (including equal opportunities and 
nondiscrimination) 

• Air, water, land, biodiversity and ecosystems 

• Communities 

• Value chains that the Company's 
stakeholders trust 

• Business conduct
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KEY SEGMENTS

23%

20%

17%

14%

3%

11%

12%

Group sales per market in percentage

Distribution

Construction

Automotive and mobility

Primary Transformation

Packaging

Other Steel sales

Other sales
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES

• Stricter laws and regulations limiting greenhouse gas emissions could lead to higher capital and operational 
expenditure.
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Type of connectivity (Consistency): 
The first excerpt shows consistency in the amounts and qualitative disclosures regarding reported investments in 
decarbonisation, related to the construction of electric arc furnaces, in the management report and the financial 
statements. 
In addition, the second excerpt shows a description of strategy and actions on the decarbonisation investments in the 
management report indicating delayed investments, which is consistent with the financial statements notes indicating no 
depreciation.

Anchor points Narrative on strategy and actions in management report and FS notes

Sustainability reporting requirements
Adheres to the requirements of the EU Non-Financial Reporting Directive (NFRD). It also reflects the guiding principles of international organisations and 
frameworks such as IFRS, GRI, Sustainability Accounting Standards Board (SASB), the United Nations Global Compact (UNGC), and the United Nations 
Sustainable Development Goals (UN SDGs)
Company publishes a separate Sustainability Report

IFRS Accounting Requirements
IAS 16: Recognition (paragraph 16.7); Subsequent Costs (16.12–13); Derecognition (IAS 16.67–72)

Basis of preparation
Same scope of consolidation in the separate sustainability report as in the financial statements, unless indicated differently in the outcome and Key 
Performance Indicator boundary
Assurance
Limited assurance of the separate sustainability report.

https://corporate.arcelormittal.com/media/3fwar2wu/2024-sustainability-report.pdf
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Financial StatementsManagement Report    

CONNECTIVITY ILLUSTRATION (1/2)

The Management report provides information on the decarbonisation projects and indicates that it is progressing at a 
slower pace. The financial statements disclosures indicate that implementing the decarbonization strategy, there is no 
expected impact on depreciation going forward.

*DRI: Direct reduced iron, EAF: Electric Arc Furnace
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Management Report CAPEX Expenditure Financial statements

CONNECTIVITY ILLUSTRATION (2/2)

Consistent amounts of the investments are in the 
management report and financial statements 
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ILLUSTRATION #8: 
INDIRECT CONNECTIVITY 
(RECONCILIATION) OF EU 

TAXONOMY CAPEX (SR) TO 
NON-FINANCIAL ASSETS 
(FS); IMPLICATIONS OF 

BOUNDARY DIFFERENCES 
DISCLOSED
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• Information on the Business Model, Key segments and IROs same as illustration #6 (i.e. The excerpt is from 
the same company)

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS

3 Material topics 

• Climate change

• Own workforce

• Health and safety
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Type of connectivity (Indirect connectivity):
Indirect connectivity is demonstrated through a reconciliation of EU Taxonomy capital expenditure (Capex) reported in 
the management report with the non-financial assets disclosed in the financial statements. 

Additionally, the illustration highlights the implications of differing reporting boundaries between the financial and 
sustainability statements, particularly in relation to the calculation of the Capex key performance indicator (‘KPI’). The 
voluntary KPI includes Capex related to equity-accounted investees, whereas this is excluded from the mandatory 
Capex KPI reported in the sustainability statement.

Anchor points
EU Taxonomy investments in Management report and PPE in the financial 
statement
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
• ESRS 2.48 on the disclosure of current financial effects
• IFRS S1.34-35 on the disclosure of current financial effects’ disclosures
• ESRS 1.125 which links quantitative information by including a reference to the line item and/or to the relevant paragraphs of its 

financial statements and a reconciliation, where appropriate.
EU Taxonomy Regulation

• Article 8.2: Disclosure of proportion of CAPEX associated with economic activities that qualify as environmentally sustainable
• Paragraph 1.1.2.1 of the Disclosures Delegated Act on costs that should be included in the CAPEX denominator as per IFRS 

Accounting Standards

IFRS Accounting requirements
IAS 28.10 Investments in Associates and Joint Ventures whereby under the equity method, on initial recognition the investment in an 
associate or a joint venture is recognised at cost, and the carrying amount is increased or decreased to recognise the investor’s share of the 
profit or loss of the investee after the date of acquisition.

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance on Sustainability Reporting 
Limited assurance
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CONNECTIVITY ILLUSTRATION 
Additional annual report information section

The financial statements’ additional assets include equity 
accounted investments and goodwill but the EU Taxonomy 
Capex KPI does not, indicating different reporting 
boundaries . The company also discloses a non-GAAP 
measure (Voluntary Capex KPI) aligned with the financial 
statements Capex information.

Sustainability statement
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ILLUSTRATION #9:
CONSISTENCY- 

DISCLOSURE OUTLINING 
REPORTING BOUNDARY 

DIFFERENCES IN 
INFORMATION USED TO 

CALCULATE GHG 
INTENSITY METRIC
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry

Hospitality industry, operating and leasing hotel properties.

Geographic footprint

• 161 hotel properties in 11 European countries, the bulk are 
lease agreements, including branded and unbranded hotels

• Hotels in Sweden, Germany, the UK and other European 
countries, over 1400 employees 

Company’s definition of time horizon 

• Short-term (up to five years – 2030)

• Medium-term (from five years up to 15 years – 2040)

• Long-term up to 2050 (from 15 years up to 25 years –2050)

9 Material topics

• Climate Change

• Pollution

• Water and marine resources

• Circular economy

• Own workforce 

• Workers in the value chain

• Consumers and end- users

• Business conduct

• Cybersecurity
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Key segments

54%

46%

Total revenue of key segments in percentage

Leases

Own operations
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IDENTIFIED CLIMATE-RELATED IMPACTS, RISKS AND OPPORTUNITIES

Impacts

• The entity is dependent on energy-intensive suppliers within the construction and renovation industries

• Many hotels’ heating systems use natural gas, contributing to high GHG emissions

Risks

• Future costs from emission taxes and energy-efficiency investments

• Investment in climate change adaptation, specifically increased costs to transform older assets with low energy standards

Opportunities

• Sustainable building certification making properties more attractive, and cost savings by investing in more energy-
efficient buildings
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IDENTIFIED CLIMATE-RELATED TARGETS, ACTIONS AND GOVERNANCE

Actions/targets

• Has obtained the BREEAM certification of assets (80% of own operated hotels) and aims to certify all own operated 
hotels and leased out properties; 

• Aims to reduce 42% of Scope 1 and 2 GHG emissions (in own operations) and 25% of Scope 3 (in leased hotels);

• Aims to reduce electricity consumption by 25%, gas by 20%, and water by 20% by 2030;

• Has 45% of sustainability-linked loans; and

• 63.1% of CAPEX is taxonomy-aligned.

Governance

Director of Sustainable Business has overall responsibility for sustainability reporting. A primary risk in sustainability 
reporting is that data may be reported inaccurately or not consolidated correctly.
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Type of connectivity (Consistency):

Consistency of data: The company reports on its GHG intensity per net revenue, with the 
revenue denominator being the same as revenue reported in the financial statements.

There is a disclosure of differences in reporting boundaries. The sustainability statement is 
prepared on a consolidated basis, aligned with the scope of the financial statements. The 
company also discloses supplementary outcomes for ESRS E1, E2, and E5 to meet the 
specific calculation and reporting requirements of the European Public Real Estate 
Association (EPRA) and science-based targets (SBT) in order to calculate the GHG emission 
intensity metric.

Anchor points Outlining reporting boundary differences between FS/SR and other frameworks
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements 
ESRS E1-6.53-55 on GHG intensity based on net revenue
Similar to IFRS S2.33 requirements on the disclosure of intensity climate-related targets
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information (and 
specifically ESRS 1.126 on consistency of data)

IFRS Accounting requirements
IFRS 15.9-16 on the recognition of revenue
IAS 16 par.67-72 on the derecognition of assets

Basis of preparation
Same scope of consolidation in the sustainability report/statement and the financial statements, but some supplementary 
outcomes also reported in the sustainability report/statement.

Assurance
Limited assurance of the sustainability report/statement.
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CONNECTIVITY ILLUSTRATION
Sustainability statement

Net revenue 
denominator the same as 
reported in the financial 
statements under total 
revenues.

Consolidated outcome: 
scope is aligned between FS 
and SR

Consolidated outcome like-
for-like: Reflects 
supplementary outcomes to 
meet calculation and 
reporting requirements of 
the European Public Real 
Estate Association (EPRA) 
and science-based targets

Financial statements
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ILLUSTRATION #10:
CONSISTENCY OF SEGMENT 

INFORMATION IN 
STRATEGIC REPORT AND FS; 

OUTLINING REPORTING 
BOUNDARY DIFFERENCES
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY-RELATED TOPICS

9 Material topics

• Climate change 

• Pollution 

• Water

• Biodiversity

• Circularity

• Own Workforce

• Workers in the value chain 

• Affected communities

• Governance

Sector/industry

Energy and petrochemical

Geographic Footprint

• Employs around 96,000 people across more than 70 
countries, headquartered in the UK

Company’s definition of time horizon 

• Short-term (up to three years)

• Medium-term (generally three to ten years)

• Long-term (generally beyond ten years)
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Key segments

37%

23%

11%

16%

12%

1%

Cash capital expenditure per segment in percentage

Upstream

Integrated Gas

Marketing

Chemicals and Products

Renewables and Energy Solutions

Corporate
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CLIMATE-RELATED RISKS AND OPPORTUNITIES

• Over short to medium term, actively managed physical risks such as hurricanes in the US Gulf Coast, heat in the Middle 
East, water scarcity in Europe/Asia.

• Long-term risks remain uncertain; no immediate need for adaptation investments.

• Transition-related opportunities: Customer networks, advanced technology, innovation, and trading expertise to deliver 
affordable, low-carbon solutions. Research and development to drive progress toward net-zero emissions across all 
segments.
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Type of connectivity (Consistency):
Consistency in the use of segment categories across both the financial statements and 
the strategic report in relation to assets exposed to climate risk, as well as operating 
expenses and capital expenditure linked to the energy transition. 

The second excerpt shows a table included in the sustainability statement explaining 
the reporting boundary differences between reporting based on operational control 
versus financial control, including how these are treated under the ESRS framework.

Anchor points Business segments disaggregation in strategic report and FS
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
Voluntary preparation of sustainability statement under ESRS.
ESRS 1 BP-1 on whether the sustainability statement has been prepared on a consolidated basis.
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information (and 
specifically ESRS 1.126 on the explanation of the consistency of assumptions and qualitative information with the 
corresponding ones in the financial statements)

IFRS Accounting requirements
IFRS 8: Entities must disclose information that helps users assess the financial effects of their business activities and 
operating environments. 

Basis of preparation
Same scope of consolidation in the sustainability statement and financial statements, except for operational control relating 
to joint ventures and associates and joint operations. 

Assurance
Limited assurance of information in the sustainability statement.
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Strategic Report  

CONNECTIVITY ILLUSTRATION (1/3)
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Financial statementsStrategic Report  

CONNECTIVITY ILLUSTRATION (2/3) 
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Sustainability statement

CONNECTIVITY ILLUSTRATION (3/3)

Differences between 
reporting under 
operational control, 
financial control and 
ESRS basis
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ILLUSTRATION #11: 
INTERTEMPORAL 

CONNECTIVITY (ANTICIPATED 
FINANCIAL EFFECTS 

DISCLOSURES); COHERENCE 
& CONSISTENCY OF RISKS 

BETWEEN TCFD REPORT AND 
PRINCIPAL RISKS SECTION
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS
10 Material topicsSector/industry

Packaging and paper

Geographic Footprint

• Global company, headquartered in 
the UK, employs 22,000 people across 
100 production sites in more than 30 
countries, with key operations located 
in Europe, North America and Africa.

• Diversified operations reduce risk 
exposure to regional disruptions.

Company’s definition of time horizon 

• Short- (up to three years),

• Medium- (three to seven years), and 

• Long-term (more than seven years)

Governance: Environment-related risks 
are owned by the Group Head of 
Sustainable development 

Company published a separate 
Sustainable Development report which is 
in the Annual Report by cross-reference, 
to explain the double materiality 
analysis. 

https://www.mondigroup.com/globalassets/mondigroup.com/sustainability/reports-and-publications/2023/annual-report/mondi-group-sustainable-development-report-2023.pdf
https://www.mondigroup.com/globalassets/mondigroup.com/sustainability/reports-and-publications/2023/annual-report/mondi-group-sustainable-development-report-2023.pdf
https://www.mondigroup.com/globalassets/mondigroup.com/sustainability/reports-and-publications/2023/annual-report/mondi-group-sustainable-development-report-2023.pdf
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KEY SEGMENTS

30,1%

53,0%

17,0%

Revenue per segment in percentage

Corrugated Packaging

Flexible Packaging

Uncoated Fine Paper
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES IN SR (1/2)

Company identifies and describes its six categories of climate-related risks (i.e. Physical risks and Transition risks) 
and two categories of Climate change-related opportunities. For each category of these categories, the company 
notes the applicable time horizon.

Physical risk

1. Higher
wood
procurement
costs

• Large-scale forest damage 
due to temperature increase, 
changes in rainfall patterns 
and windstorms. 

• A reduction in the cutting 
capacity of saw mills could 
lead to a change in the mix of 
available pulpwood and 
sawmill chips. 

• Increasing competition for 
wood.

2. Risk of 
flooding

• Surface water flooding (eg 
after extreme rainfall) as the 
mills are close to rivers

• Mill downtime due to wider 
infrastructure damage due to 
significant flooding

3. South 
African
plantation 
yield loss

• Disruptions and decreased 
harvesting capacity due to 
extreme weather conditions, 
e.g, fire when there is 
drought and increased 
vulnerability of trees to pests 
and diseases when higher 
temperatures.

Long-term Long-term Medium-term

Annual
estimated

Financial impact 
(75-140 €m)

Annual
estimated

Financial impact 
(15-85 €m)

Annual
estimated

Financial impact 
(15-20 €m)
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES IN SR (2/2)

Transition risks

4. Energy 
supply costs

• Increase in medium term by 
up to 10-20% due to 
increasing regulation on 
fossil-based energy sources, 
increased demand for 
renewable energy and the 
shifting energy supply mix

• Medium to long-term: Wind 
and solar energy supply can 
be inconsistent due to 
weather patterns leading to 
reliance on fossil fuels during 
the energy transition period.

5. GHG
emissions
regulatory
changes
(net impact)

• Impact of 9 out of 13 pulp 
and paper mills under the EU 
Emissions Trading Scheme. 
E.g, 5 may face a deficit of 
the EU ETS allowances in the 
short to medium term, 
resulting in a potential Group 
net deficit position.

• South African carbon tax on 
emissions from fossil fuel 
combustion

6. Asset
impairment
risk

• Risk of impairment if 
regulations require fossil-
based energy plants to be 
decommissioned by a certain 
date.

Climate change-related opportunities

1. Changing
customer
behaviour

• An opportunity to meet the demand for 
more sustainable products based in leading 
corrugated packaging and flexible packaging 
footprint and increasing the focus on 
recyclability and the amount of recycled 
content used within our solutions.

• 1-2% per annum revenue growth in the 
packaging businesses in the long term

2. Reduced operating
costs through energy 
efficiency

• Cost savings by improving the efficiency of their 
energy plants and manufacturing operations.

Medium-term
Short to 

medium-term Long-term

Short to long-term Medium-term

Annual
estimated

Financial impact 
(60-110 €m)

Annual estimated
Financial impact 

(40-80 €m)
Annual estimated
Financial impact 

(10-30 €m)

Annual estimated
Financial impact 

(120-240 €m)

Annual
estimated

Financial impact 
(15-25 €m)
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Types of connectivity (Intertemporal connectivity-connectivity over reporting periods, coherence, consistency):
The first excerpt shows the quantitative and qualitative disclosure (in TCFD report) of possible annual estimated financial 
impacts of climate change-related risks and opportunities in the sustainability report over the short, medium and long-
term horizon.

The second excerpt shows that there is consistency of assumptions between the entity’s Principal Risks section, and its 
IROs in the sustainability section of the strategic report, as climate change is identified both as a principal risk and as a 
material topic. The information in the sustainability section explains how climate change risks are linked to the strategy 
in driving performance along the value chain and highlights that operational risks factor in environmental risks.

Anchor point Anticipated financial effects disclosures
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
Sustainability statement in accordance with ESRS
ESRS 2.48 and E1-9 (IFRS S2.9, IFRS S2.13-15) requires entities to provide information on anticipated financial effects.
ESRS 1 section 9.2 whereby an entity should connect narrative information on governance, strategy and risk management to related metrics and targets, 
including linking this to anticipated financial effects.

TCFD Recommendations 
Climate-Related Risks, Opportunities, and Financial Impacts
Scenario Analysis and Climate-Related issues 
Reference to TCFD for information on ESRS E1-9 on Anticipated financial effects

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance on Sustainability information 
Reasonable Assurance: Scope 1 and 2 GHG emissions
Limited Assurance: Other selected sustainability information and KPIs
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TCFD recommendations disclosures

CONNECTIVITY ILLUSTRATION

There is connectivity of 
reported information as 
the disclosures on 
anticipated financial 
effects in the 
sustainability 
statement/disclosures 
reflect possible 
financial statement 
effects which may 
materialise in the 
future. 
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COHERENCE & CONSISTENCY ACROSS STRATEGIC/MANAGEMENT REPORT (MR)- 
LINKAGE OF SR IROs TO PRINCIPAL RISKS & STRATEGY DESCRIPTION IN REST OF MR- 1/2

There is connectivity between information in the SR disclosure and Principal 
risks section, i.e., Climate change risks are amongst the identified 15 principal 
risks (and are among the five strategic risks). Climate change risks are linked to 
strategy in driving performance along the value chain, investing in quality 
assets, and partnerships with customers. 



89www.efrag.org

COHERENCE & CONSISTENCY ACROSS STRATEGIC/MANAGEMENT REPORT (MR)- 
LINKAGE OF SR IROs TO PRINCIPAL RISKS & STRATEGY DESCRIPTION IN REST OF MR- 2/2

Operational risks (cost and availability of raw materials, energy security and related input costs, 
environmental impacts) factor in environmental risks  and are linked to strategy in driving performance along 
the value chain. Employee and contractor HS linked to strategy in managing people - These principal risks 
align with the material topics identified in line with ESRS
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ILLUSTRATION #12:
INTERTEMPORAL 

CONNECTIVITY 
(CONNECTIVITY OVER 
REPORTING PERIODS)- 

ANTICIPATED FINANCIAL 
EFFECTS DISCLOSURES)
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6 Material topics 

Negative climate impacts or risks

Transition risks

• GHG emissions

• Carbon taxes

• Reputational risk regarding 
failing the 2030 carbon target

Physical risk

• Extreme weather

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry

Mining and energy

Geographic footprint

Americas / Asias Pacific / Southwest Asia / Africa / 
Europe 

• Employs approximately 64,000 people

Company’s definition of time horizon 

• Short-term (one year)

• Medium-term (from one to five years)

• Long-term (from six to 30 years)

Governance

The Sustainability Committee advises the Board on 
integrating sustainability into Vale’s strategic 
planning. It ensures alignment of policies, promotes 
discussion of critical ESG issues, and evaluates 
sustainability-related investments.

Positive climate 
opportunities

• Increased demand for 
high-quality products

• Increased demand for 
nickel, copper and other 
energy transition metals
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KEY SEGMENTS

83%

17%

Net operating revenue per key segment in percentage

Iron Solutions

Energy Transition Metals
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IDENTIFIED CLIMATE-RELATED IMPACTS, RISKS AND OPPORTUNITIES

Risks

Transition risks

• Exposure to regulations related to GHG emissions, potentially 
resulting in reduced market share and increased operational
costs. 

• Increased shipping costs due to the carbon tax imposed by the 
International Maritime organization (IMO) 

• Failure to meet the 2030 carbon target for Scopes 1 and 2 

Physical risks

• Intensification of extreme weather conditions, impacting 
operating sites, the production chain and communities. 

Opportunities

• Increased demand for high-quality and more efficient
products and agglomerates with the potential to reduce 
GHG emissions.

• Growing demand for nickel, copper and other energy
transition metals, which will have an impact on the operating
revenue, costs of goods and services sold and property, plant
and equipment.
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Target related to  
33% reduction in absolute Scopes 1 and 2 (market-based) GHG emissions
• To reduce the carbon intensity of international maritime transportation by at 

least 40% by 2030 (compared to 2008 levels)

• By 2030, at least 5% of energy used in maritime transport to come from zero- or 
near-zero-emission sources, with an ambition to reach 10%

• Achieved progression: 26.9% reduction as of 2024 in relation to the 2017 base 
year

15% reduction in net Scope 3 GHG emissions
• Obtain 100% renewable electricity globally by 2030

• Improve the global energy efficiency indicator by 5% by 2030, compared to 2017.

• Achieved progression: 13.2% reduction as of 2024 in relation to the 2018 base 
year

Ongoing projects supporting climate goals 
include
• In 2023, the company launched Iron Ore Briquette production 

to support the steel industry's decarbonization by utilizing 
high-quality ores. As of December 31, 2024, related property, 
plant, and equipment (PP&E) was valued at US$257 million.

• The Gelado Project involves producing pellet feed from old 
iron ore tailings using electric dredges, contributing to 
emission reduction. PP&E for this project was US$308 million 
in 2024.

IDENTIFIED CLIMATE-RELATED TARGETS
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Type of connectivity (Intertemporal connectivity):
This illustration highlights the company’s quantitative and qualitative disclosures of 
possible anticipated financial statements effects of climate change-related risks —

both transition and physical — for the short, medium and long-term (e.g. costs 
incurred due to carbon pricing mechanisms).

Anchor points Anticipated financial effect disclosures related to identified transition and physical risks

ISSB Standards requirements
Entity applies IFRS S1 and S2
IFRS S1:
Addresses general requirements for disclosing sustainability-related financial information. 
Paragraph 29.b. Disclosure of current and anticipated effects of sustainability-related risks and opportunities on the entity’s business model and value chain.
Paragraph 34-40 Disclosure of quantitative and qualitative information on anticipated financial effects over the time horizon given its strategy. 
IFRS S2:
Paragraph 13 Disclosure for users to understand the current and anticipated effects of climate-related risks and opportunities on the entity’s business model 
and value chain

Assurance on Sustainability Reporting Limited assurance regarding IFRS S2

Basis for preparation 
Same scope of consolidation in the sustainability statement and the financial statements
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CONNECTIVITY ILLUSTRATION (1/2)
Sustainability-Related Financial Information report

Illustration A
Illustration B

The company discloses potential future financial effects related to both transition 
and physical climate risks. These examples demonstrate prospective impacts that 
could materialise. No impact is currently reflected in the FS, as there is no present 
effect; however, this may materialise in future FS fillings. 

• Illustration A provides a quantitative estimate of future investments in the 
short, medium and long-term, linked to transition risks, to be recognised on the 
future Balance Sheet 

• Illustration B presents a qualitative assessment of possible physical risks from 
extreme weather events. Quantitative data is not included for physical risks, as 
entity indicates that estimates are not meaningful due to high uncertainty. 
Nonetheless, the company includes sensitivity analysis to show the potential 
financial effect of reduced iron ore sales.
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CONNECTIVITY ILLUSTRATION (2/2)
Sustainability-Related Financial Information report

Illustration C Carbon pricing: The sustainability reporting disclosure 
provides qualitative information on the anticipated 
financial impact on freight costs which results from 
regulatory measures on the GHG emisisons pricing 
mechanism. It also makes reference to the current 
shipping costs linked to the financial statement line item. 

Mitigation of GHG emissions: The disclosure provides a 
projection split between short- and medium-term 
financial impacts (US$ 19 million at present value, with 
39% in short and 61% in long term). The statement 
provides clarity on how this will be reflected in the 
financial statement (research and development expenses 
in the income statement).  

*

*

* Expressed in millions

For all three illustrations, there is connectivity of reported 
information as the disclosures on anticipated financial 
effects in the sustainability statement/disclosures reflect 
possible financial statement effects which may materialise 
in the future. 
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ILLUSTRATION #13: 
CONSISTENCY OF 

SUSTAINABILITY-LINKED 
LOANS BETWEEN 

MANAGEMENT REPORT 
AND FS



99www.efrag.org

13 Material topics 

• Climate change mitigation

• Energy

• Water

• Resources inflows, including resource use

• Resource outflows related to products and services

• Waste

• Working conditions

• Equal treatment and opportunities for all

• Corporate culture

• Protection of whistleblowers

• Political engagement and lobbying activities

• Mangement of relationships with suppliers including payment 
practices

• Corruption and bribery

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry

Real estate property

Geographic footprint

Central and eastern Europe

• Employs approximately 650 people

Company’s definition of time horizon 

• Short-term (till 2030)

• Medium-term (till 2040)

• Long-term (till 2050)

Governance

The Group Head of Sustainability plays an active role in risk 
reviews and ESG oversight. 

Key sustainability risks are reported quarterly to the Risk and 
Compliance Committee.
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KEY SEGMENTS

96,2%

0,7%
1,1%

2,0%

Profit before net finance costs and other items per 
segment in percentage

Retail Segments

Residential Segment

Energy Segment

Unallocated Segment
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Types of connectivity (Consistency, coherence):
Consistency between the amount of sustainability-linked financing the company has received, including green 
loans with sustainability-linked features and green bonds, reported in the management report and the financial 
statements. 
Moreover, further narrative context on the green loan facilities is provided in the management report, by 
explaining that they are aimed at reducing the entity’s GHG emissions and improving its energy efficiency. In 
addition, the notes to the financial statements also provide further narrative context on the green bonds, by 
explaining that the proceeds are aimed at allocating resources to environmentally sustainable buildings.

Anchor point Sustainability-linked financing information in the FS and management report

ESRS requirements
Sustainability statement prepared in accordance with ESRS
ESRS E1-1 Transition plan for climate change mitigation
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information

IFRS Accounting requirements
IFRS 7.7–7.10 requires disclosure of key terms. The green loan and green bonds include sustainability-linked features, assessed as closely related under IFRS 9.
IFRS 9: Instruments are measured at amortised cost, as cash flows represent principal and interest.

Assurance
Limited assurance of the Sustainability Report

Basis for preparation 
Same scope of consolidation in the sustainability statement and the financial statements, except for one recently acquired property not included in the 
sustainability statement. 
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CONNECTIVITY ILLUSTRATION

Financial statements

Consistency is seen as the amounts of sustainability-linked 
loans can be reconciled between the financial statements 
and the management report. Further context is provided in 
the management report on the use of the loan, ie, that the 
proceeds from both issuances will be used to improve the 
environmental performance (e.g. energy efficiency) of the 
group’s property portfolio.

Management report
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4 ILLUSTRATIONS FROM 
FINANCIAL INSTITUTIONS
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ILLUSTRATION #14:
CONSISTENCY BETWEEN 

ASSETS AT RISK IN SR AND 
FS; COHERENCE OF 

EXPOSURE SENSITIVITY 
BETWEEN SR AND FS 

INFORMATION
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8 Material topics

• Climate change 

• Pollution 

• Biodiversity & Ecosystem

• Resource use and circular economy

• Own Workforce

• Workers in the value chain 

• Consumers and end Users

• Business conduct

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry

Banking and Financial Services

Geographic footprint

• ABN AMRO serves clients primarily in the Netherlands and 
Northwest Europe. 

• Offices Outside Europe: global Clearing business in Asia 
Pacific and the Americas.

• Employs around 21,000 people

Company’s definition of time horizon

• Short-term (one year),

• Medium-term (between one and five years) and 

• Long-term (more than five years to 30 years)
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KEY SEGMENTS

44%

18%

38%

0%

Operating income by client unit in percentage

Personal & Business Banking

Wealth Management

Corporate Banking

Group Functions
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IDENTIFIED CLIMATE-RELATED IMPACTS, RISKS AND OPPORTUNITIES

CER Materiality assessment
Showed that credit risk is material in short, medium and long 
term. Climate risk is also material for credit risk, but on a longer 
term. 

The table illustrates the 
degree of corporate 
loans’ exposure to 
environmental and social 
risks, using the ESRS 
classification. For 
example, 9% of corporate 
loans are highly exposed 
to water and marine 
resources-related events.
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Types of connectivity (Coherence, consistency):
The sustainability statement contextualises the disclosures on the notes to the financial statement on corporate loans, by 
disclosing the sensitivity of corporate loans to physical and transition risk for each sub-sector, including the extent of 
negative impact. Further, the risk management section indicates that the entity adequately provisioned for climate risks 
in its credit risk assessment.
Also, the corporate loan amount in the financial statements is consistent with the assets (corporate loans) at risks amount 
disclosed in the sustainability statement.

Anchor points Assets at risk in SR and assets on balance sheet in FS
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
Sustainability statement in accordance with ESRS
ESRS E1-9, paragraph 66 Exposure of the benchmark portfolio to climate-related physical risks; paragraph 66 (a) and (c) Disaggregation of monetary amounts by 
acute and chronic physical risk; Location of significant assets at material physical risk
ESRS 1 section 9.2 whereby an entity should connect narrative information on governance, strategy and risk management to related metrics and targets, including 
linking this to anticipated financial effects is partially covered

IFRS Accounting requirements
IFRS 9 requires that impairment losses on financial assets accounted for at amortised cost and debt instruments accounted for at fair value through OCI, as well as 
some other instruments, be evaluated by using the Expected Credit Loss (ECL) model. 

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance
Limited assurance on sustainability statement

EDTF Recommendations
Enhanced Disclosure Task Force (EDTF) principles and recommendations  
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CONNECTIVITY ILLUSTRATION (1/2)
Financial Statements

Disclosure that physical risk assessment covers corporate 
loans, residential mortgages and commercial real estate 
portfolios and constitutes 96% of their loan book 
collateralised by physical assets. 

Sustainability Statement

* The slight discrepancy between the amounts stems from fair value adjustments from 
hedge accounting excluded from the sustainability statement
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CONNECTIVITY ILLUSTRATION (2/2)
Sustainability Statement

The information is 
complementary to FS and 
to the rest of the 
management report. It 
shows that 71% of 
portfolio is not affected by 
climate physical risk while 
29%* is affected.

In the risk management 
report, it is noted that the 
bank adequately 
provisioned for climate 
risks in its credit risk 
assessment.

* (9,734+10,221+4,366)/83,827 

Risk management
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ILLUSTRATION #15:
CONSISTENCY OF 
DISCLOSURES ON 

AMOUNTS OF GREEN 
INVESTMENTS IN FS AND 

SR; COHERENCE OF 
INFORMATION ON TARGETS 

BETWEEN SR AND FS
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6 Material topics

• Climate change

• Pollution 

• Water 

• Biodiversity and ecosystems

• Resources and circular economy

• Governance 

BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry 

Insurance 

Geographic footprint

• Present in Europe, Asia-Pacific, Africa, Middle-East, 
Americas, US - headquarters in France

Company’s definition of time horizon

• Short-term (equal to or less than one year) 

• Medium-term (between one and five years)

• Long-term (over five years)
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KEY SEGMENTS

51%

16%

17%

14%

2%

Revenue per key segments in percentage

P&C

Health

Savings

Protection

Asset Management
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IDENTIFIED CLIMATE-RELATED IMPACTS, RISKS AND OPPORTUNITIES

In the third column, 
the entity indicated if 
the climate change 
mitigation and 
adaption is a positive 
or negative impact and  
whether it represents
a risk or opportunity.

The entity shows both 
its investor and insurer 
perspectives.
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IDENTIFIED CLIMATE-RELATED ACTIONS AND TARGETS

Targets: Commitment to Net-Zero
• Committed to aligning its investment portfolio with net-zero greenhouse gas emissions by 2050. This is supported by a series of 

five-year intermediate targets. 
• A new target to reduce the carbon intensity of its General Account portfolio by 50% by 2030 compared to 2019 levels.

Key Levers and actions 
Climate Change Mitigation
• Limit exposure to the fossil fuel sector in both investment and insurance activities.
• Apply climate-related criteria in investment decisions.

Supporting the Transition
• Allocate €5 billion annually to finance the climate transition.
• Engage with investee companies to drive the adoption of robust climate strategies.
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Types of connectivity (Consistency, coherence):
The first excerpt shows consistency of amounts and narrative information of its green investments, which include the 
entity’s investments aimed at the development of the renewable energy sector, between the sustainability statement 
and the financial statements. 
The second excerpt shows coherence, as the entity is measuring the carbon intensity of its assets under management, in 
alignment with its strategy to have a net-zero GHG emissions investment portfolio by 2050.

Anchor points Climate transition financing in SR and green assets information in FS

ESRS requirements
Sustainability statement prepared in accordance with ESRS
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information
ESRS 2 SBM-3, Material impacts, risks and opportunities and their interaction with strategy and business model

IFRS Accounting requirements
IFRS 9 sets out the classification and measurement of financial instruments based on business model and cash flow characteristics. Financial Assets are 
classified into amortised cost, FVOCI, or FVTPL based on their purpose and cash flow characteristics. 

Basis for preparation
Sustainability statement includes all entities in Group’s consolidated Financial Statements and in addition, all controlled entities excluded from the financial 
consolidation scope which are material from the sustainability-related standpoint
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CONNECTIVITY ILLUSTRATION (1/2)

Sustainability statements
Financial Statements
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Financial Statements

Sustainability statements

CONNECTIVITY ILLUSTRATION (2/2)

Coherent with its strategy to align its 
investment portfolio with net-zero 

GHG emissions by 2050, it is measuring 
the carbon intensity of its investments 

and has done so for 72% of assets 
under management 
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ILLUSTRATION #16:
CONSISTENCY OF 

SUSTAINABILITY-LINKED 
LOANS’ AMOUNTS IN SR 

AND FS
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 

Sector/industry 

Financial Services

Geographic footprint

Operating in Northern Europe and internationally (Denmark, Finland, 
Norway, Sweden, London, New York and Shanghai)

Company’s definition of time horizon

• Short-term (up to one year)

• Medium-term (one to five years)

• Long-term (five to 10 years)

• Very long-term (10 to 30 years)

5 Material topics

• Climate change 

• Biodiversity and ecosystems

• Own workforce 

• Consumers and end-users

• Business conduct
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KEY SEGMENTS

69%

11%

14%

5%
1%

Total operating income per product group in percentage

Banking products

Capital market products

Savings products and asset
management

Life and pension

Other
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IDENTIFIED CLIMATE-RELATED IMPACTS, RISKS, OPPORTUNITIES AND 
TARGETS

Board of Director’s Report
Identified sustainability-related risks and opportunities

• Risk: Exposure to counterparties and sectors with potentially high climate-
related transition risks

• Negative impact: GHG emissions generated from lending portfolio, 
investments and own operations

• Opportunity: Revenue generation through financing and investments related 
to climate change mitigation and adaptation 

Governance
The Chief of Staff is accountable for overseeing and facilitating the Group-wide 
integration of ESG factors into the Risk Management Framework and business 
processes
Management oversees integrating the strategic sustainability priorities through 
the existing processes for decision-making, risk management and control.

Climate-related transitional risks shown above, on the X-axis, indicate the 
assessed direct industry vulnerability, based on emissions intensity of 
production and other factors. On the Y-axis, the same assessment for the 
climate-related physical risks is based on direct industry vulnerability to 
physical hazards expected in the Nordic region until 2040
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (1/2)

Type of connectivity (Consistency):
Consistency in the reported amounts of sustainability-linked loans, including off-
balance sheet commitments, between the sustainability statement and financial 
statements. These loans are linked to transition-related KPIs, which, if not met, 

affect the interest rate charged.

Anchor points Information on sustainability-linked loans in SR and FS
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION (2/2)

ESRS requirements
ESRS 2.48 on the disclosure of current financial effects
ESRS 1 section 9.2 whereby an entity should describe the relationships between different pieces of information

ISSB Standards requirements
IFRS S1.34 on the disclosure of current financial effects

IFRS Accounting requirements
IFRS 9 sets out the classification and measurement of financial instruments based on business model and cash flow 
characteristics. Financial Assets are classified into amortised cost, FVOCI, or FVTPL.
IFRS 7.8 on the disclosure of the carrying amounts of financial assets

Basis of preparation
Sustainability Statement has been prepared on the same consolidated basis as the financial statements

Assurance
Limited assurance of the Sustainability Report
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CONNECTIVITY ILLUSTRATION

Sustainability statement

Consistency in the amount of sustainability-linked loans reported across the financial statements and 
the sustainability statement. Further explanations provided in the financial statements about how not 

meeting the KPIs affects the interest rate charged.

Financial statements
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ILLUSTRATION #17:
DIRECT CONNECTIVITY – 
EXPECTED CREDIT LOSS 

DISCLOSURE IN SR, CROSS-
REFERENCE TO NOTES IN 

FS 
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BUSINESS MODEL AND MATERIAL SUSTAINABILITY TOPICS 
15 Material topics

• Customer advocacy

• Cybersecurity

• Employee training

• Inclusion

• Employee engagement

• Supporting our customers – financed emissions

• Embedding net zero into the way we operate

• Sustainability risk policies, including thermal coal phase-out policy 
and energy policy

• Net zero transition plan

• Financial inclusion and community investment

• Climate risk

• Anti-bribery and corruption

• Conduct and product responsibility

• Supply chain management

• Human rights

Sector/industry

Banking and financial services

Geographic Footprint

• Covers 58 countries and territories, headquartered in the UK

• HSBC employs 211,000 employees

Company’s definition of time horizon 

• Short-term (up to 2026)

• Medium-term (2027-2035) 

• Long-term (2036-2050)
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KEY SEGMENTS

42%

32%

26%

Revenue per global businesses in percentage

Wealth and Personal Banking

Commercial Banking

Global Banking and Markets
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES (1/2)

Identified Climate-Related Transition and Physical Risks over the time horizon short to long term
• Decreased real estate values or stranded assets
• Decreased household income and wealth
• Increased costs of legal and compliance
• Lower asset performance

Target
Net zero across operations, travel, and supply chain by 2050. Around 40% emissions reduction expected by 2030
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IDENTIFIED CLIMATE-RELATED RISKS AND OPPORTUNITIES (2/2)

Risk type Risk owner

Regulatory risk Head of Regulatory Compliance

Resilience risk Enterprise Risk management & 
Non-Financial Risk management 
board 

Model risk Model risk governance committees 
at the Group include senior leaders from 

the global businesses and the Group Risk and 
Compliance function

Financial 
reporting risk 

Head of Financial Crime and Group
Money Laundering Reporting 
Officer

Reputational risk The Group Reputational Risk 
Committee

Risk type Risk owner

Wholesale credit 
risk

The Global
Insurance Risk Management Meeting 
oversees the control framework globally

The monitoring of the risks within their 
insurance operations is carried out by 
Insurance Risk teams and is supported by 
the group’s risk stewardship functions

Credit risk specific: 
HSBC has a group-wide credit risk  
management: 
Regional management review and approve 
impairment results
Global business impairment committee for 
final approval. 

Retail credit risk

Treasury risk

Traded risk

Governance - Risk review
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ASPECTS OF CONNECTIVITY UNDERPINNING THE ILLUSTRATION

Type of connectivity (Direct connectivity):
The disclosure in the ESG review section cross-references the note in the financial statements stating that there is no 
material impact on ECL. The risk review section discloses a scenario analysis about the impact on the wholesale lending 
portfolios of increases in ECL, according to different climate scenarios.

Anchor points
Climate-related disclosure in ESG review section and Expected Credit Loss (ECL) note
in FS

TCFD requirements
Describe the impact of climate-related risks and opportunities on the organisation’s businesses, strategy and financial planning
Describe the climate-related risks and opportunities the organisation has identified over the short, medium and long term
Describe management’s role in assessing and managing climate-related risks and opportunities

Company incorporates a separate ESG Datapack 2024 which provides further disaggregated information. 

IFRS Accounting Requirements
IFRS 9 requires that impairment losses on financial assets accounted for at amortised cost and debt instruments accounted for at fair value through OCI, as well 
as some other instruments, be evaluated by using the Expected Credit Loss (ECL) model.  

Basis of preparation
Same scope of consolidation in the sustainability statement and the financial statements.

Assurance
Limited assurance on ESG metrics

https://efrag.sharepoint.com/Projects/2301031429599109/Source%20Material/Integrated%20Reports/HSBC%20ESG%20Datapack%202024.pdf?CT=1747392662237&OR=ItemsView
https://efrag.sharepoint.com/Projects/2301031429599109/Source%20Material/Integrated%20Reports/HSBC%20ESG%20Datapack%202024.pdf?CT=1747392662237&OR=ItemsView
https://efrag.sharepoint.com/Projects/2301031429599109/Source%20Material/Integrated%20Reports/HSBC%20ESG%20Datapack%202024.pdf?CT=1747392662237&OR=ItemsView
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Financial statements

Note 1.1 Basis of préparation

CONNECTIVITY ILLUSTRATION (1/2) 

There is disclosure of qualitatively material information about 
exposures in the FS

ESG review
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CONNECTIVITY ILLUSTRATION (2/2) 
Risk review

For example, the sector ‘Conglomerates and industrials’ has the largest 
exposure at default compared to the other wholesale sectors and applying 
the current commitments scenario, the entity expects less than 10% increase 
in ECL
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