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Reorganizing Materiality: Distinguishing Four Concepts

Katsuhiko Kokubu

Abstract

In introducing sustainability disclosure standards, materiality is not currently being
applied appropriately in practice. Since the main reason for this appears to lie in
misunderstandings of the concept of materiality, this paper reorganizes the concept on the
basis of its historical origins and functions. Under the prevailing dichotomy between
impact materiality and financial materiality, different concepts are conflated within
financial materiality. This paper therefore proposes replacing this dichotomy with a
fourfold classification: (1) impact materiality, (2) value-creation materiality, (3)
sustainability disclosure materiality, and (4) financial statement materiality. It further
distinguishes impact materiality in a broad sense from impact materiality in a narrow
sense, presents the scope of materiality as a five-layer structure, and provides practical

guidance for applying materiality.
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Influence on Stakeholder Assessments and Decisions

Significance of Economic, Environmental, and Social Impacts
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« Advertising to children « Climate change mitigation

* Businessintegrity « Food affordablilty and
« Infantfood marketing accessibllity
« Internal human rightsin ~ * Productimprovement/
high risk cotintries Innovation
= Nutrition guidance « Productsafety
« Packaging » Resource availabllity
= Public policy = Supplier human rights
» Walerusage and
conservation
« Animal welfare = Blodiversity/deforastation < CSV povernance/
= Climate change implementation

adaptation « Energy avallabllity
= Gender balance = Local
= Sustalnable consumptian manufacturing/sourcing
» Wasta and recovary Labour relations
« Responsible sourcing
» Soll fertility
» Stakeholder engagement

.

Increasing concem to stakeholders

« Consumer privacy = Diversity » Employee engagement
« Energy eficiency « Employee fraining and
= Internal human rights in leamning

low risk countries « Health and safety

» Transportand distribution  » Workplace wellness

Increasing or current Impact on Nestlé
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GRI® IIRC W R E L-HEEIZ, P27 F ) T A MEETCOLHAREETLOE
ODHEMLEREHFICXIMRTHo, ZOHI AT F Y 7 4 [HFWHET OB O H)
T FEICR S, EU TiE, 2014 FFICIEM B E MR ES (NFRD: Directive
2014/95/EU) %#HIE L. MR E &2 BFICEE - 2 ERE2ECIEMBEROMMR Z K
B, 2022 FFICRES AT FEY 7 4 WETES (CSRD: Directive (EU) 2022/2464) % il
ELCHIE 250 - I/ L. CSRD ic#-0 S B/RFL#E L L T ESRS 235K E L 7=,
HARICEREZZT 2 BN 2B E LCid, 2015 FIce@LEEES (FSB) 2SiiE
L7 TCFD AEETH 5, TCFD T, 2017 FICRKIREZ T L, FRMBREHF O
SAEBEE WM TR O BB R A, N F v R, WEE, VR 2EBH, IEE L HEZ 400
a7avrvYed R ALEZRNKRL T (TCFD, 2017)

TCFD D5 & e 1Z. Z Dk, EEMBHREELEZHIE T 2 Mk TH 5 IFRS M IC
5l & fkA 4. TFRS WARTIZ ISSB # &% E L T, 2023 Fic¥+ 27+ ) 7 4 mno [0

1
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FoRHEIH] (FRS S1) & T&fEHL#E] (IFRS S2) # KT 5, 2 h%x%ZIF T, HAT
b WAL HERERE (FASF) 28 SSBJ Z 2% L. 2025 4FIC, ISSB HEHEICHENL L 72, +
2A7Fe VT4 DEHAERE] | [—EdE] | T5REdE] 2ARLE-DTH S,
INHGOFATFEY T aREER, FNFEROEXA2ErL, ~T VTV T 1413%
oDHFLICIFEALLNT WY S,

IFRSSI Tk, ~7 V7V 7 4% [WMaWEHE] o—2L L TEIT, UTD X5
EFRL TS,

27 Y 74 BEEREHRORICELT, B#IZ. 228K LZ0, BER
L0, FAHBRICLZY Lt 2o, ~MENMEBERSEFO FEALFMAE 2. WEE
KROCYA7FE) 74 BEMBRRZ S, FEOME MR ICHT 2R Z Rt
5éfﬁm56%owfﬁie VREIC, BEEMPHEL 5 2 5% (influence) & &
Hyic BiAH15 5 i, =7 VT ATH D,

(IFRS S1, 18)

COEHRZANETHL 2R XS5, IFRSSIOFT VTV T 413, 2 7F ) 7 15
TOXNRIEREZ BN T 2HHEL L BT OLNT WD, /2, COEHRICIT., BRELH
E~DODEBOREIENRETZA V"7 - ~T7 VTV T4 E3EENTELT., MER
HHONHBEOBERRECHEET2~T7 VTV T 408K LR oTwE, ZHIFESRST
EMBE~T VTV T4 bEENEdOTHY, MHFEDERIIATRD X 5 IR ICESE
BHE LN TW 5,

L72> L. IFRS/ISSB#:#E &5 X (NSSBIFLHED EFIC X, IIRCOER L IZHRA Y | flifli<
fliflEAlEICB S 2 5 Kidm v, TR cldz < BRI AX)G T, IFRS/ISSBELHE |1 |
1B ZE i fli (enterprise value) & W 5 FHGEZ A L T a2\ T, IFRSH [ o [H B
LHE L BRI -E5-0 #HL T3 (IFRS S1,BC67) » L22L., ThizHE

DAL OREEE L 272D TH->T, PRATFEV T AFTROLE» 64 L ZHEH
TEAWI LICREERPLETDH D,

¥, SSBIHM¥ED~T VT VT 4 DEXKRD IFRSS1 EHLTH2 ([FEFALEE) 55 4
H (7)) . 7277 L., SSBIR#ETi3, HADOLFFHMELHEIC, =7 )7 V5T 4] T
7 THEEE] G HEZHTWS, 2072, HATE w707V 741 &
TEEM] ZE) &I EmAd %25, IFRS/ISSB F#E L SSBT HE#E o B {% T W z X,
IFRS/ISSB® [~7 V7 VU7 4] & SSBIH#ED [EHEM| IR LTH2, 272 L. GRI
PHRCD [~7 VT VT4 LidRE>TWD,

TDXHIC, IFRS/ISSB E#EB X INSSBI K#EF, =T VT IV T4 2 ¥ RXT7FE VT4
PAIROBEIFEHE LCREST TS, LaL, REXNRToR, TELAAHAZEOELDR
E~DRE LM T 2BICERITREERSCSHF LI RENA P IAvETTHY, A
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DERICOWCRHROEBmMERMANICHET 2HEET CRFEL T, Lard, HH
A& OBERREETADREIN T ARAVL L, HMEL ZOBECEL 2L, Mh¥EL~
TUVTV T4 0HWEEEST 2 L3l CHETH %,

P27 FE VT AAREEDT YV T U T4 & IIRC OFffifEgl&ED~7 V7V 74 Lk
BLCASE, ififlhiEo~7TY 7Y 74 3AEOCMMBANEICEE,»E ) 22 EETH S
DI LT, ¥ZFF Y FAREEDO=T ) 7Y 7 4 FERAHAE I & > TOHFMHME
BEETH -0, WANREEES, LzRoT, Licdbildbz X dic, fifEdlEo
~7IVT7 VT4 xHT, ¥RXT7F Y T AT EEDO=T VTV T4 FFEicE v
TH 5,

6. MEELEDO~=TIT I T4

MEERO~T VTV T 4013, VAT F ) TAMEI V22 ICREVWERZEOAG
EHEOFRTEREINTE, 2itik, RESTITNTCORFITAZIG & L CitskL,
AETIHETCH L., TOTRCOWMFZFAUEECEMT 22 L IZEEN TR RV,
Lab, ZOT_RTEMBHERECHRT 2 L R3EMNICATETHZ, 22T, i
HORAOHKHEL LC~T VTV 740, ROFEAZ2» I CEFOFR RSN, %
N2 FAfbE hTw 3,

HAORFHFIE X, =7 V7V 74 F, RERFFEIERS E 1 BEEHEOFENO
HHAICOWT] TEHHIATHS, HEMIZ, SEOMBNEEZMHL 2L, FMIEBFRSE
DM ZHR LTV L EHIRE LT, BEEEOZ LW DITd, RKKOBE x5t LHE
CRACEERFEERH VL 2RO TEY, ZoORANIIARFHLEZ T ©h  MIFREE
DERRICHBEHI NS,

EERSFHEEE (JAS 1) TR, ~7 V7V 7443, HROEEEOFM IV B, XYL
WIEHEPLUTO X I CERL T3,

Bz, ZhzBELA20, MEBRLAED, AHBICLAZY LA L 2ic, FEDHE
WEICET 2 MBEERE M 2 - EMB RO TR RN E P YL M HERIC
EowTii) BREREIC, YZERGPHZEL LG22 LABMNICRATN S AICIE<
TIYTNTH 5,

(1IAS 1, 7)

JelWC/R L7z IFRS/ISSB H#¥ED~7 IV 7V 74 DEFRIZ. TD [1AS]1 OEFRICHEH L <
EENn7zbDTH b, Lizdo T, NREWMBEHERLE T 20, Y275V 7 1 BEM
BHRICT 220 0ERTIE, EAWCHLELTHS, LArL, EREIFELCTH, ¥ AT
FEITARTRO=TIT YV T4k, MBHKO-T IV T I T4 EAREZRICT S, 20D
RIZDWT, IFRS ST IEMFD XS ICFHHL Tw 3,
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FRT7FE) T4 BEEMERICET2~T7 )70 74 0¥z, ME#ERICE T S~
TUTVT 4 DHW L BIRICERZZb DL hE, BAhd~T VTV 7T 4 OHB 2%
THDHDIE, YAT7FE Y T4 BEMBHREMB#HERL IZ. 202 nBEHEOEHNZ R
L, MERECHET I BEa2MEOERERIET 2720 TH 5,

(IFRS S1, BC69)

2F0, [HZ27FE VT 4lEOY X7 RUKSICHET2HERIZ. BEERVCABOE
BRI ZN S OFHBHEAEIC X 2HM 22T %mv] (SSBJ M@EAHEAE] BC109) O TH
2, LEDBo>T, ¥ATFEITAHRICBT 2T ) 7Y 7413, EFITEHELELF
CLThYho, LEADRALMBEHREECOMRINERTH2ICb0rbb T, ME#HEKT
F~T7 IV T7ATREHEVEALDEAI S LiChoTHY, MHFOMICERBEGEAEL T
5DTH 5,

7. >7IVTYVTF40HLWHE

INEFToOmFALL, AV XTI =T VTV T4 LMB~TIT IV T 4L 0 205
Tlid, ~7 V7V T A4S EMICET2 L 3cE ., Pl edbd4o0WaicHsE
THILEBHEYTHLZERHL2ICI N, ZnE, DA v X7 =TV T VT4,
OfifEgED~T IV 7V T4, Q¥ RTF VT AlRO=TIT Y 74, OHBE#EERD
~T7 V7V T 4D425TH5, 202, @, OPELZIWETHI2 b rrbbd., [
B=T7 U707 4] v —RNAaEBEOhicEENTwAEI LR, =7 I TV 74 l&
DIRGLOBIRTH - 72,

~7 V7 VT4 EBCHHET IR, MR aBEZ TR, Zo#HFICOWT
QEBLTCBLILEPERATHE, 7L, 204250=FT IV T7 )T 4 &lE. 2hET
RTE2X 5z oEMHEAZRICLAL S, HAKKAG T WE, 20X 5 il
BOFMMERMEBEICOET L LRI AMETRD I, ZORAEZHEIRE LY 2 C. £
F7afgdt e LT, IEMICEHEL T LITLzwy,

DA VNI b =TIV TVTADPLEZTWI I, AV I -~F VT VT 4E, ©
¥ofiHEr Bz T, BE -2 cEbs3boTH Y, HEkEEKCEbIMETIH D, L
o T, =7 VTV T4 0HALELTIE,. RODRKERDDICARLLExZLbND, /L,
Ik, REPLGZBEA VAT PELTERD L, RECHBICIREINS, Lo T,
AV b =7 VT VT 400K, B - a2 kcBlbiiEo L vz b (Da)
L. REBEONELKIETT A v o2 (Db) KT B EBTE S,

Ric, DA v X7 b - =7V TV 74 LOffifiglED~T VTV T4 OHFHEEZEZ X 5,
BE - a2tz E 2z nE, QalhZo~7 07 ) 74 BOMifEEO~T V7Y 74 %
WET2, —fH,. RECHEHBITK>TEZNIT, ¥ 2T FE Y 7T 14 BHROANER,
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2 BREAR, HRAELRDR, IRCHEZ S 6 2D&EARADTILEENTWE I b, Db
KEOA VAT =TIV T VT4 3OMEAED~T VT Y T4 OHIFANICEENS L
FEibivd,

@#F2TFFE IV TFTAMRD~T VT Y F 412w TIi, IFRS/ISSB £:#F X f SSBJ
#o~7V 7074 (ESRS OMBE~T VTV T4) €20 TEHEzIE, Ob FA v o°
b =T YTV T AOPT, EHRAHAEOERREICEELLEZ22b0IChb2b, O
b DHFNICNEZ LEZTCLIVTHAL), ELICOMBHEXO~TIT I T 401, H R
TFEVTATRO~T VTV T4 L0 b ZDHAPES RZDT, QOHFICED TH R
I nwThHD 5,

2%, ESRS #BF¥ L 72 EFRAG IZ. A v X2} =T VT VT4 MBE~T7VT7 V7
4 ZAEBEBRTCIE RS, NERBFRICIEZ 2% /R L TWw32 (EFRAG, 2024) . ¥+ &
TV TARTROXRTIE, ME~T VTV T4 3H2084 v 7 F -7 VTV T4
DBEVWHHEZEZICS W), KRTRIOEZHEERALTwARY, &k, ¥y X7F ¥
V74RO EH AN, A VX2 b T VTV T4 B RCERBE~T VT T4
DHBZHEHEFWSOLTHEZRLZ I LN TE, TR T ICHMBHERCTHRIINSG Z LTk 5,

EC, TNFETEMLCEZ~T I TV T4 0HBEZEEWICEEITLIE, 50X
KH5fEMEE LTRT LN TELZTHAL I, MIS50Da JAXDA VNI =T VT
T4 EQMEAE DT VT VT4 DBBKCERTHEDIE, 22BN ) a—Fxz—V
PEURELHLEDHERTHEI L ERTZOTH L, T, —BIMUIAHRIC R > T
WEDIE, JREDA VNI b TV TV T4 OHBERDLILIITERVEDTH D,

ISR

fifBELEDN T

Y27 FTEUF(RRD
NTUIITA

TSRO
NTUPITA

K5 ~7V7V74D5 @G
e R (D
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bbAHA. ZORFEITI—D2OFRTHo T, BRECKHER~YTIT I T4 MO HET
HBHLEIFRLEZVDITIEIARL, EXEH L LUCHATEARL_ATDO=TIT I T4 D
BHMTHL, TOXHIICBHESZEZTT, Bl w2707V 7140t RoOWER
JVTRRBIFTTH S,

M5zENE, HorZm X dic, BE - dta2fkoflimar»b A, f v X2 F - =7
V7V TFADBRETHY, BEOH ST CEMEAED~T VT T4 B EEERS,
ZoEbLopERAICLATNIE, ~T VTV T4 3EATERY, ZLT, ¥ AT F ¢
V7 ABRO~T YT YT 413, COMELOBBEEHRLZ Y 2C. EWRAHEOH L
ZHLO ANCHIBT I B HEIBIC R 5,

INLDOXTITITARENENRET EHEVP RS, 7L, ~7 VTV T4k
EDTER, 100 FU EoER 2 b oMBEHERO~T IV 7Y 74 DA E T RCTHRER T
Hb, LloT, EF~7IVT7 V74 DHMICOWTOHENRBROERL SMH® T
NEnbhv, Zhid, Y27 Fv ) 74 EERGEHLI N TrLIELTHY, 2T
JFAFERE L COREORETL H 5,

BtEE—

CDSB: Climate Disclosure Standards Board

CSR: Corporate Social Responsibility

CSRD: Corporate Sustainability Reporting Directive
CSV: Creating Shared Value

EFRAG: European Financial Reporting Advisory Group
ESRS: European Sustainability Reporting Standards
EU: European Union

FASF: Financial Accounting Standards Foundation
FRC: Financial Reporting Council

FSB: Financial Stability Board

GRI: Global Reporting Initiative

IAS: International Accounting Standard

IASB: International Accounting Standards Board
IFRS: International Financial Reporting Standards
IIRC: International Integrated Reporting Council
ISSB: International Sustainability Standards Board
NFRD: Non-Financial Reporting Directive

SASB: Sustainability Accounting Standards Board
SSBJ: Sustainability Standards Board of Japan

TCFD: Task Force on Climate-related Financial Disclosures
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