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DEMAND FOR
SUSTAINABILITY
INFORMATION

LEARNING OBJECTIVE(S) COVERED IN THIS CHAPTER:
[JF4 IDENTIFY the factors influencing investor

D 18] RECOGNIZE the role of sustainability management in corporate strategy and
risk managament

1.1. WHAT IS SUSTAINABILITY?

Today. the term 'sustainability’ commonly appears in corporate and investor vernacular,
though it can mean different things to different people. Perhaps the most widely accepted
meaning of the term originates from the pivotal 1987 Brundtland Report published by the World
Commission on Environment and Development. Titled Our Common Future, it states that *human-
ity has the ability to make development sustainable to ensure that it meets the needs of the
present without compromising the ability of future generations to meet their own needs.” Many
others have arti the pt of sustainability for different purposes. A few examples are
listed below:

‘In a sustainable society, nature is not subject to systematically increasing: 1.
concentrations of substances extracted from the earth's crust, 2. concentrations
of substances produced by society, 3. degradation by physical means, 4. and, in
that society, people are not subject to conditions that systemically undermine their
capacity to meet their needs.’

—The Natural Step Framework, first developed in 1989 by Karl-Henrik Robert

“The possibility that human and other life will flourish on the planet forever.

—.John R. Ehrenfeld, academic and executive director of the International Society
for industry Ecology

[A sustainable investment is] ‘an investment in an economic activity that contributes

to an environmental or social obj i ded that the ir does not signifi-

cantly harm any environmental or social objective and that the investee companies

follow good governance practices.

—Tha European Commission, as stated in The Sustainable Finance Disclosure
Regulation
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The Sustainable Industry Classification System (SICS) Which of the following is a primary purpose of required
classifies companies in an industry according to which of disclosure based on the history of regulatory reform?
the following?
A. Protecting investors
A. Resource intensity : :
B Decreasing market risk
B. Annual revenue : : .
C. Improving resource intensity
C. Market capitalization D Improving social responsibility
D. Customers
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USING SUSTAINABILITY
DATA IN FINANCIAL
VALUATION

LEARNING OBJECTIVE(S) COVERED IN THIS CHAPTER:
B EVALUATE the connection between a company's performance on a SASE metric
and its associated ch i

100 TRANSLATE a company's performance on a SASB metric(s) to valuation model
adpustments

With the understanding developed thus far of how to identify, assess, compare, and
contextualize fi ially ial i ity issues, users are now prepared to

ine how those imp. can be incorp d into traditional financial analysis
and valuation. Cc ies and i use a variety of approaches. Indeed, different
investment professionals employ different techniques based on their objectives.
However, it is important to remember that all ESG-informed analysis relies on the same
levers that apply to all in decisi king: profitability, growth, and risk.

Figure 10: Fundamentals of company value
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In the context of each company’s regulatory climate, which
normalized metric indicates that Company B faces less near-term
risk than Company A?

A. Percentage of electric load served by smart grid technology
B Scope 1 GHG emissions generated per MWh

C. Average electricity generated per residential customer served
D

Percentage of Scope 1 GHG emissions covered under emissions
reporting regulation

All else equal, what adjustment could an analyst reasonably make to
their DCF model in response to Company B’s performance related to
heath and nutrition?

A. Increase cost of capital

B Increase growth projections

C. Decrease expense projections
D Decrease book value of assets

PRACTICE CASE 5: NON-ALCOHOLIC BEVERAGES
INDUSTRY

Companies in the Non-Alcoholic Beverage industry produce a variety of beverage
products for personal consumption, such as juices, soft drinks, coffee and

tea products, energy drink products, and others. Generally, the industry is not
considered to be highly regulated. However, trends related to consumer health and
environmental responsibility have become increasingly important to management
teams.

Widely publicized medical research has linked the consumption of high-calorie,
high-sugar beverages to the growth in global obesity rates, increased risk of
heath disease, and other acute health impacts. As such, the nutritional content of
products increasingly shapes the industry’'s competitive landscape as consumers
demand healthier products and greater transparency in product labeling. In some
jurisdictions, concerns regarding the accuracy and truthfulness of product labelling
and marketing have prompted labeling requlation, with scrutiny targeted toward
products marketed to children. Companies that adapt to changing consumer
preferences and an evolving regulatory environment by offering more healthful
alternatives can capture additional market share and limit their exposure to
regulation and litigation.

The Non-Alcoholic Beverages industry is a leading global consumer of fresh water.
Water is the primary ingredient in substantially all of the industry’s products. Given
companies’ heavy reliance on large volumes of clean water and the fact that water
stress is increasing in different regions globally, companies may be exposed to
supply disruptions that could significantly impact operations and add to costs and,
in extreme cases, risk business as a going concern. As the industry is one of the
most exposed to water risk in direct and indirect operations, local governments in
regions facing increasing water stress have also instituted regulations mandating
that manufacturing operations achieve certain efficiency threshelds and do not
exceed total allowable limits on water withdrawal.

COMPANY A | COMPANY B | COMPANY C | COMPANY D

Total revenue (billions) $11.6 $9.2 $14.4 $10.3
Number of production facil-

S 22 17 123 14
Revenue from low-calorie

drinks (billions) $29 $4.6 $1.4 $3.0
Total water consumed (bil-

lion liters) 200 190 125 150
Percent of water consumed

in regions with High Baseline 10% 30% 20% 25%
Water Stress

Percent of water replenished 90% 70% 50% 60%
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= Download: one-page overview

8¢ Watch an introductory webinar featuring FSA Credential holders

& Explore: pricing and registration for groups and individuals

= Download the Candidate Handbook



https://www.ifrs.org/content/dam/ifrs/products/sustainability/fsa/jp-fsa-credential-onepager.pdf
https://www.ifrs.org/content/dam/ifrs/products/sustainability/fsa/jp-fsa-credential-onepager.pdf
https://www.ifrs.org/content/dam/ifrs/products/sustainability/fsa/jp-fsa-credential-onepager.pdf
https://392942.hs-sites-eu1.com/webinar-recording-and-slides-23-july-2025-fsa-credential
https://www.ifrs.org/products-and-services/sustainability-products-and-services/fsa-credential/#10
https://sasb.ifrs.org/fsa/fsa-candidate-handbook/

B FRS

Sustainability

AN ——

SREDE
‘ , o [CDHEE =k oT. FBFEYR IEEDER =D TD BRI FEYEL -,
i - S \ j BRDRESNTEHNFT B LN TEETLLD,

-DYARRI7— T AR CALSTRSF—T A UANANAU S F T4 —

‘e

« “FSA Credential (£, IEEDEH I HHI TG T EHXTFE T4 DEZEEIZD
2 INTDEDEEEHEE-BLEDICLELS, ... 2 EL T, BREPHBEI-SLZ EEES
& LI/ T, BEE (C-suite) YR TFET1ZFELFICEDLESIZHBFL TLSH/ZD
WO NUANNGHEREFLZTSELS "

-ik—Ta)) = =T B TSAF T FIRM, Ty Tt



B FRS

Sustainability

SREDE

o “BILEHY—EIER) S —DHFE T20EME ) TEEL /=, F¥YTEET=D
[CBSDEHERAEL, FSAD BRI SEEZ, FL T2 /INELTRIFTS
CEEHFLELE,”

- TELR T7—b TR RROANRBRIERT - Y RATFTEYT4F 749 —

b
b
o

s ‘FSADFIZEZ TSHI-ZIBE T, EEDFHEZHAR—FL, TS5 /LDESGIZET BT
SR y3 A5 1 =T r—DEERINTSAEIFTLS BBEDREREZZHL ., B
Gt EFT B DT I T7 T F B H U TERMAIE A —FEEL TSI FE
LE.."

- DAY R-FEUTAONCTSTATAETa. REEREKYATFEY T4 7 IR v—




Sustainability

SEDEREZZITANK S,
459 {FSA Credential Z &L &5,

@ FSA_Credential@ifrs.org

@ FSA Credential



https://www.ifrs.org/products-and-services/sustainability-products-and-services/fsa-credential/
mailto:FSA_Credential@ifrs.org

