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guiding an organization’s sustainability process.

Abstract
Sustainability is a major challenge for organizations, both in terms of its reporting and in terms of conducting environmentally and
socially sustainable activities themselves. This article addresses sustainability with a particular focus on the environmental part. The
concept of sustainable development is presented in the context of challenges arising from international and European law. The aim of
the article is to analyze and present the most important determinants, legal regulations and guidelines for conducting and reporting
the sustainability process based on a double materiality analysis, which results from the Corporate Sustainability Reporting Directive
(CSRD) and the related European Sustainability Reporting Standards (ESRS). It also discusses the constituent elements of a double
materiality analysis based on two perspectives: impact materiality and financial materiality. This analysis provides the basis for
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1 INTRODUCTION

Sustainability has become increasingly important in re-
cent years for organizations to operate in an environmentally
sustainable and socially consensual manner. Carrying out ac-
tivities to reduce greenhouse gas emissions and move away
from a linear economy to a closed-loop economy, protecting
water, biodiversity and ecosystems, and minimizing pollution
are key topics and challenges that organizations must address
now and in the long term. This necessity is primarily driven
by the guidelines of international and European legislation.
The Corporate Sustainability Reporting Directive (CSRD)
and the European Sustainability Reporting Standards (ESRS)
define how organizations should prepare their sustainability
disclosures. Entities covered by this legislation have oppor-
tunities to identify their impacts, as well as the risks and op-
portunities associated with them, in relation to sustainability
issues. The basis for conducting these activities is a double
materiality analysis and classification of topics in terms of the
organization's impact on the environment and the financial
impact of sustainability issues on the company. Relevant top-
ics and their related impacts should be subject to appropriate
management by the organization. The purpose of this article
is to present and analyse the legal and contextual regulations
related to sustainability, its reporting based on double materi-
ality analysis and the conduct of environmentally and socially
sustainable activities themselves.

2 SUSTAINABILITY

Sustainable development, which is a fundamental prin-
ciple of international law in the modern world, requires ef-
fective and transparent communication as an integral part
of its implementation. Transparency and comparability of

information play an essential role in promoting sustainable
consumption. To achieve this goal, the European legislature
is currently introducing a number of instruments aimed at
empowering the consumer in the green transition. The pro-
posed regulations on environmental claims, product and ser-
vice information, as well as the reporting process itself, are
key tools in this strategy [5]. The growing role of sustainability
in the activities of enterprises is determined by the dynamics
of change in this area.

The mechanism of operation of the concept of sustainable
development, boils down to the achievement of three basic
goals [8]:

o ecological - consisting in stopping the degradation

of the environment and eliminating its hazards,

o economic - which is expressed in the satisfaction of
the basic material needs of mankind using technol-
ogy and techniques that do not destroy the environ-
ment,

o social and humanitarian - which involves securing
the social minimum (elimination of hunger, pover-
ty and destitution), health protection, development
of the spiritual sphere of man (culture), security and
education.

The indicated primary goals are contained in the doc-
ument “Transforming Our World: Agenda for Sustainable
Development - 2030, which is a commitment to the imple-
mentation of specific 169 actions in the 5xP areas of people,
planet, prosperity, peace, partnership [12]. The 2030 Agenda
and the Sustainable Development Goals encourage collective
action, as well as partnerships aimed at eradicating extreme
poverty and protecting the planet's natural resources. These
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Fig. 1. Sustainable Development Goals. Source: [13]

Rys. 1. Cele zréwnowazonego rozwoju. Zrédto: [13]

Tab. 1. Key aspects of the European Green Deal. Source: own elaboration

Tab. 1. Najwazniejsze aspekty Europejskiego Zielonego Ladu. Zrédto: opracowanie wlasne

Aspect of the European
Green Deal

Objective

Action

Climate change

Achieving climate neutrality

Climate change mitigation and
adaptation activities

Circular economy

Reuse of products and resources

Management of resource
inflows and outflows, waste
reduction

Energy

Improving energy efficiency

Transitioning to “clean”,
renewable energy sources

Protection of biodiversity,
ecosystems

Stopping processes that contribute to
biodiversity loss, reducing water, soil
and other pollution

Measures to increase species
populations and protect nature

areas coincide with the foundations of sustainable develop-
ment, relating to three dimensions: environment, society,
corporate governance (management). In addition, the imple-
mentation of the various goals is monitored on an ongoing
basis by specially prepared indicators, verified at the national
level by state institutions [6]. The Sustainable Development
Goals, which are shown in Figure 1, are a continuation of the
Millennium Goals, and the leaders of UN member countries
have pledged to work on them, as well as conduct activities to
achieve them.

An important determinant of sustainable development is
the legislative context, which in the European Union has been
established by the European Green Deal. It constitutes a road-
map, successively updated with new initiatives and undertak-
ings, as well as directives and regulations, to enable Europe to
achieve climate neutrality by 2050. This is to be made possible
by achieving one of the goals of the European Green Deal,
which is to reduce the carbon footprint by introducing ambi-
tious emission reduction targets (with assimilation allowed)
for GHGs and reaching net zero by 2050. This means that not
only are emissions sustainable, but they are also reduced to
the lowest possible level.

The Green Deal is a new strategy for the Union's econom-
ic growth. Its goal is to transform the Union into a modern,
resource-efficient and competitive economy with net zero
GHG emissions by 2050. It also aims to protect, preserve and
enhance the Union's natural capital and protect the health
and well-being of the Union's citizens from the risks and neg-
ative effects of environment - related changes [2].

3 CORPORATE SUSTAINABILITY REPORTING DIREC-
TIVE

An important element of the European Green Deal, which
imposes certain obligations on organizations in the area of
sustainability reporting, is the CSRD (Corporate Sustainabil-
ity Reporting Directive) EU/2022/2464 of December, 2022,

which was implemented into Polish law by the Act of Decem-
ber 6, 2024 on amendments to the Accounting Act, the Act
on Statutory Auditors, Audit Firms and Public Supervision
and certain other acts. Its provisions are crucial for sustain-
able financing of economic growth. The CSRD is one of the
EU's most important pieces of legislation, defining which en-
tities and from which year are subject to mandatory reporting
of environmental, social and governance issues. The CSRD
stipulates that sustainability reporting information is to be
included in an entity's management reports. Under this direc-
tive, companies have been obliged to report on the following
areas [3]:
o  strategy and business model in relation to sustain-
ability,
o management and organization in relation to sustain-
ability,
o assessment of the materiality of sustainability im-
pacts, risks and opportunities,
o  implementation measures, including policies, goals,
actions and action plans, resource allocation,
o performance indicators.

From the CSRD comes the obligation to apply the Europe-
an Sustainability Standards (ESRS), for corporate sustainabil-
ity reporting ESRS are mandatory and common sustainability
reporting standards are intended to ensure the comparability
and reliability of disclosed data, which will be subject to man-
datory verification by auditors and other certified assurance
providers [4].

4 EUROPEAN SUSTAINABILITY REPORTING STAN-
DARDS

The purpose of the European Sustainability Reporting
Standards (ESRS) is to specify the sustainability information
that an organization discloses. The standards fall into three
categories, referred to as cross-cutting standards, thematic
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o

General sustainability standards
ESRS 1 - General Reguirements
ESRS 2 - General Disclosures

Environmental standards
ESRS E1 - Chimate change
-‘ ESRS E2 - Pollution
ﬁ’/ ESRS E3 - Water and marine rosources
ESRS E4 - Biodiversity and ecosystenms (woluntary)
ESRS E5 - Resource use and circular econgmy

Social standards

ESRS 51 - Own Worklorce

ESRS 53 — Works in the value chain
ESRS 53 - Aftected commurities
ESRS 54 - Congumens and end-usens

Governance standard
ESAS G1 - Business Conduct

Fig. 2. ESRS cross-cutting and thematic standards Source: [14]

Rys. 2. Standardy przekrojowe i tematyczne ESRS

Three lavers Three areas Three topics
- v
Sector — agnostic Strategy Envirsnment

Sector — specific lmplementation Social
Entity — specific Performance Covermance
measurement

Fig. 3. 3x3x3 rule for ESRS. Source: own elaboration

Rys. 3. Zasada 3x3x3 dla ESRS. Zrédto: opracowanie wlasne

standards and sectoral standards. The cross-cutting standards
are ESRS 1 and ESRS 2. ESRS 1 standard contains general re-
quirements for the preparation and presentation of sustain-
ability-related information and defines the structure of the
standards along with the basic concepts in their aspect.
ESRS 2 establishes the disclosure requirements that an
entity should present at a general level for all relevant sustain-
ability issues in the areas of corporate governance reporting,
strategy, impact management, risks and opportunities, and
metrics and targets [7]. The thematic standards are arranged
into 3 groups of topics that deal with:
o the natural environment (ESRS E1-ESRS E5),
o the social environment, that is, employees, local
communities, and consumers and end-users (ESRS
S1 - ESRS $4),

o governance, ethics and corporate governance issues
(ESRS G1).

The structure of each ESRS category is shown in Figure 2.

European sustainability reporting standards are built on
the 3x3x3 principle, a diagram of which is shown in Figure 3.

The first three are three layers of information, which will
be presented under precisely defined indicators. The first will
be a generic layer (sector-agnostic indicators), in which quite
a few indicators will be calculated and presented in the same
way by all companies. The second layer will be sector-specific
indicators. Sector-specific standards are expected to be en-
acted by mid-2026 and should be included in reporting most
likely starting with 2027 reports. It will enable comparison of
companies within an industry. The third layer is entity-specif-
ic indicators. It will allow each company to present in a struc-
tured way any other relevant information not presented in the
previous two layers. The second three are three areas of infor-

mation that will address: business model issues, strategy and
organization for managing sustainability issues, policies and
their established goals for the topic/sub-topic, action plans
and allocated resources, measurement of the effects of im-
plemented policies and status of goal achievement. The third
three are the three ESG topics: environment, people and soci-
ety issues, governance issues, ethics and business relations [9].

Within the three categories of topics identified in this ar-
ticle, there are 94 topics (environmental, social and manage-
ment) that are defined at different levels of detail: as a topic,
sub-topic or smaller thematic unit. The full list of environ-
mental sustainability topics to be considered in assessing ma-
teriality is presented in Appendix AR 16, which is an integral
part of ESRS 1. Figure 4 presents the environmental themes
arising from each ESRS.

4.1 Double materiality

Materiality in the context of sustainability reporting de-
termines what information is important enough to disclose to
stakeholders so they can understand the company's growth,
performance and impact [1]. Conducting materiality analy-
sis in dialogue with stakeholders is the basis for conducting
the sustainability process. In the subject area of sustainability
management and reporting, the principle of double material-
ity should be applied, which means considering the criteria
of impact materiality and financial materiality in assessing
the materiality of sustainability issues [10]. The assessment
is therefore two-dimensional in nature. Impact materiality
is considered from the perspective of the impact of the or-
ganization's own operations and value chain on the environ-
ment, considering the nature of the impact, its level, as well as
changes in the level of impact over time. Impact materiality is
defined as an external perspective related to the organization's
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Fig. 4. List of environmental themes arising from each ESRS. Source: [7]

Rys. 4. Lista tematéw §rodowiskowych wynikajacych z poszczegdlnych ESRS. Zrédto: [7]
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Fig. 5. Characteristics of impact materiality and financial materiality. Source: [11]

Rys. 5. Charakterystyka istotnosci wptywu oraz istotnoéci finansowej. Zrédto: [11]

impact on the environment: the environment and society. The
second type of materiality is financial materiality, which de-
termines the impact of a particular sustainability issue on the
organization, with a particular focus on the financial impact
- its magnitude, its likelihood of occurrence, as well as pos-
sible changes in this impact over time. The characteristics of
impact materiality and financial materiality are shown in Fig-
ure 5. A sustainability issue is material from a financial per-
spective if it has, or could reasonably be expected to have, a
significant financial impact on the entity. This is the case when
a sustainability issue creates risks or opportunities that have,
or could reasonably be expected to have, a significant impact
on the entity's development, financial position, financial per-
formance, cash flows, access to financing or cost of capital in
the short, medium or long term [3].

Conducting double materiality analysis should be con-
ducted with the involvement of the organization's key stake-
holders and managers. The opinion and assessment of mate-

riality by these individuals makes it possible to identify topics
and influences of significance that organizations should ad-
dress and manage these issues accordingly. Crucial to con-
ducting double materiality analysis become the activities,
which are presented in a structured manner in Figure 6.

5 CONCLUSION

The article presents the concept of sustainability in the
context of the most important guidelines arising from inter-
national legislation, including that of the European Union.
As part of the strategy leading to climate neutrality, organi-
zations are required to conduct environmentally sustainable
activities. The paper discusses the challenges arising from the
implementation of the Sustainable Development Goals by
UN countries, the most important aspects of the European
Green Deal and the guidelines arising from the CSRD Direc-
tive and the European Sustainability Reporting Standards. It
also presents the construction of the standards with an indi-
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Rys. 6. Key steps in the double materiality analysis process. Source: own elaboration

Fig. 6. Najwazniejsze etapy procesu analizy podwéjnej istotnosci. Zrédto: opracowanie wlasne

cation of the environmental topics to be assessed and the most
important assumptions for conducting the process of double
materiality in an organization, including the components of
materiality: impact materiality and financial materiality.

The double materiality analysis process discussed is the
basis for conducting sustainable development. By involving
the organization's stakeholders and managers, it is possible

to assess the organization's impact on the environment in
terms of sustainability topics, as well as the impact of these
topics on the organization's finances, which forms the basis
of double materiality analysis. Current methodologies for
assessing double materiality will certainly evolve as double
materiality analysis develops and becomes more widespread
in the future.
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Zréwnowazony rozwdj stanowi duze wyzwanie dla organizacji, zaréwno w aspekcie jego raportowania, jak rowniez samego pro-
wadzenia dziatalnosci zréwnowazonej srodowiskowo i spolecznie. Artykut porusza problematyke zréwnowazonego rozwoju ze
szczegblnym uwzglednieniem czesci dotyczgcej srodowiska naturalnego. Koncepcja zréwnowazonego rozwoju zostata przedstawiona
w kontekscie wyzwati wynikajgcych z prawa miedzynarodowego oraz europejskiego. Celem artykutu jest analiza i prezentacja naj-
wazniejszych determinant, regulacji prawnych oraz wytycznych dotyczgcych prowadzenia i raportowania procesu zréwnowazonego
rozwoju w oparciu o analize podwdjnej istotnosci, co wynika z Dyrektywy dot. sprawozdawczosci przedsigbiorstw w zakresie zréw-
nowazonego rozwoju (CSRD) i zwigzanych z nig Europejskich Standardéw Sprawozdawczosci Zréwnowazonego Rozwoju (ESRS).
Oméwiono takze sktadowe elementy analizy podwdjnej istotnosci opartej na dwoch perspektywach: istotnosci wplywu oraz istotnosci

Podwdéjna istotnosc jako podstawa identyfikacji wpltywow zwigzanych
z kwestiami zréwnowazonego rozwoju

finansowej. Analiza ta stanowi podstawe do prowadzenia procesu zrownowazonego rozwoju w organizacji.

Stowa kluczowe: zrownowazony rozwéj, analiza podwéjnej istotnosci, CSRD, ESRS, istotnos¢ wplywu, istotnosé finansowa
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