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VCI  POSITION ON   

EFRAG DISCUSSION PAPER – CONNECTIVITY OF 

FINANCIAL AND SUSTAINABILITY REPORTING  

  

VCI welcomes the opportunity to comment on EFRAG’s Discussion Paper Connectivity of Fi-

nancial and Sustainability Reporting. 
 

We support the aim of fostering reporting that enables users to clearly see how strategy, busi-

ness model, performance, risks, opportunities and the various elements of the annual report 
fit together. Companies already devote considerable effort to achieving this, and practical ex-

amples that illustrate how this can be done effectively are particularly valuable. 

 

However, we are concerned about approaches that could, in effect, turn connectivity into a 
rigid or mandatory requirement. Connectivity should enhance clarity and internal con-

sistency, but it should remain grounded in principles and allow for flexibility, rather than be-

ing translated into prescriptive or checklist-oriented rules. 
 

It is also important to recognise that the discussion paper builds on observations from the 

first year of reporting and should not be interpreted as reflecting a mature or stable state of 

practice. Experience from the introduction of IFRS shows that reporting evolves significantly 

over time. Even with a well-established financial reporting basis, it took several years for prac-

tices to stabilise and improve. Allowing this natural development process is therefore essen-

tial, with good practice examples playing a central role in facilitating learning. 
 

There is a clear difference between considering connectivity at a conceptual level during 

standard-setting and applying it in practice. Standard setters should ensure that their frame-
works are compatible with other reporting requirements and allow for flexibility in where in-

formation is disclosed within the annual report, as long as it meets the relevant quality and 

assurance standards. This is key to promoting consistency without creating unnecessary du-
plication. 

 

From a preparer perspective, connectivity is valuable when it contributes to a more coherent 

overall narrative, without leading to repetitive or mechanical disclosures. We therefore see a 
risk in approaches that might be interpreted as requiring explicit links in all cases, regardless 

of materiality, relevance or the purpose of individual sections. Connectivity should be under-

stood as a characteristic of well-structured reporting, not as a standalone requirement subject 
to enforcement. In this context, the paper risks overcomplicating what are essentially straight-

forward principles, and could benefit from a stronger focus on practical, varied examples that 

demonstrate how connectivity can be achieved in different ways. 
 

In addition, the practical limitations of connected reporting deserve greater attention. For-

ward-looking sustainability information is often subject to considerable uncertainty, evolving 
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methods and, in some cases, commercial sensitivity. These factors influence where such infor-
mation can be most appropriately presented, how it should be framed and what level of as-

surance is feasible. It should not be assumed that all such information belongs in the financial 

statements or can meet the same evidentiary standards. 
 

More broadly, achieving connectivity is influenced by differences in reporting timelines, legal 

structures and assurance requirements across the annual report, including the specific role of 

the management report within the EU context. Against this backdrop, we encourage EFRAG to 
continue its work with a focus on identifying and sharing good practices, while preserving a 

proportionate and principles-based approach. 

 
Our detailed responses to the individual questions are set out below. 
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QUESTION 1 – CHAPTER 2: UNDERPINNING CONCEPTS – TYPES OF CON-

NECTIVITY  

Q1a) What is your view on Chapter 2’s description of different types and mechanisms of connec-
tivity of information across different reports (based on ESRS, ISSB Standards, the IFRS MCPS, 

and other publications), which include providing explanations that tell a story/integration of in-

formation; coherence via giving a more complete picture or explaining inconsistencies; con-
sistency of data, assumptions, and narrative; connection of quantitative information via cross 

referencing and reconciliation; disclosure of current financial effects, and intertemporal (across 

reporting periods) connectivity via the disclosure of anticipated financial effects)? 

 
We broadly support the intention of Chapter 2 and acknowledge that reporting becomes 

more useful when it presents a coherent and well-connected overall picture. In particular, ex-

plaining how sustainability aspects interact with strategy, the business model, risk manage-
ment and financial outcomes can significantly strengthen the narrative quality of disclosures. 

We also agree that the importance of such linkages does not depend on a specific framework: 

users benefit from consistent and integrated information regardless of whether it is prepared 
under ESRS, IFRS, ISSB, or other regimes. 

 

That said, we see a need for a clearer differentiation between high-level concepts that facili-

tate better communication and more formalised expectations that could unintentionally lead 
to a compliance-driven mindset. Connectivity should guide preparers towards more meaning-

ful reporting, but it should not evolve into an implicit set of binding rules. In particular, exam-

ples or recurring elements highlighted in the paper should not be interpreted as a de facto 
baseline of required linkages. Otherwise, there is a risk that preparers will approach connec-

tivity mechanically, using it as a checklist rather than as a tool to improve the clarity of their 

reporting. 
 

We also consider it important to better reflect the institutional and legal setting in which re-

porting takes place. Challenges related to connectivity are not solely a matter of reporting 

practice; they are also shaped by differences and overlaps in regulatory requirements, espe-
cially within the EU framework. Various parts of the annual report serve distinct purposes, are 

subject to different assurance regimes, follow different timelines, and sometimes address dif-

ferent audiences. These characteristics should be acknowledged. In particular, within the EU 
context, the management report already provides a well-established space for explanatory 

and complementary information, which can enhance overall coherence without requiring full 

integration into the financial statements. In this respect, it would be helpful if the discussion 
also addressed overlaps in existing requirements and explored potential areas for streamlin-

ing. 

 

Furthermore, the question of reporting boundaries deserves more explicit attention, as it re-
mains a key practical constraint. As highlighted in Chapter 5, differences between financial 

consolidation, operational control approaches, value chain perspectives and topic-specific 

sustainability scopes can create misalignment. Attempting to fully harmonise these 



 

 23.06.2026 Seite 4/ 15 

boundaries is not always feasible and may even distort the information provided. A more 
pragmatic approach would be to prioritise transparency by clearly explaining where and why 

differences arise, rather than assuming that full alignment is either achievable or desirable. 

 
Finally, while intertemporal linkages and the discussion of expected financial impacts are con-

ceptually important, they also represent some of the most complex aspects of implementa-

tion. Forward-looking sustainability information is often based on evolving methodologies, 

uncertain assumptions and a high degree of judgement. This does not diminish its relevance, 
but it does suggest that expectations around precision and comparability should remain real-

istic and proportionate. 

 

Q1b) If any, what other types or mechanisms of connectivity can be applied or are applied by 

companies that you consider useful but are not included in Chapter 2? 
 

A key enabler of meaningful connectivity is not only the creation of direct links, but also the 

transparent articulation of differences. In many cases, it is equally valuable for users to under-

stand why similar topics are treated differently across sections of the annual report. Clear and 
concise explanations of variations—arising from differing objectives, scopes, time horizons, 

materiality considerations or measurement approaches—can enhance overall understanding 

more effectively than forced alignment. 
 

Another important element lies in providing an overarching management perspective that ex-

plains how material sustainability topics influence strategic decision-making, capital deploy-
ment and performance management. Such explanations can foster integrated thinking with-

out necessitating uniform metrics or structures across all parts of the report. This approach 

preserves the distinct function of the financial statements while embedding sustainability 

considerations within the broader strategic narrative and supporting long-term business resil-
ience. 

 

Should EFRAG continue to use the notion of anchor points, we would suggest positioning 
them as illustrative guidance or prompts for consideration, rather than as an implied baseline 

of expected linkages. 

 

Q1c) In paragraph 2.24 of Chapter 2, it is suggested that, as done under ESRS, ISSB Standards, 

and the 2025 IFRS MCPS, the IASB should develop explicit connectivity-related requirements for 

information within and outside the financial statements. If you either agree or disagree with this 
suggestion, please explain why. 

 

We take a cautious view on the considerations raised in paragraph 2.24. While we see value in 
additional guidance that promotes more coherent and understandable reporting, we would 

be concerned if such guidance were to effectively expand the role of the financial statements 

beyond their intended purpose or lead to implicit expectations for mandatory connectivity 
that go beyond the existing IFRS framework. 
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Financial statements should continue to stand on their own as a complete and decision-useful 
source of information. They operate within a clearly defined system of recognition, measure-

ment and assurance. While it can be beneficial for other parts of the annual report to explain 

how they relate to the financial statements, this should not be interpreted as an expectation 
that all sustainability-related information needs to be incorporated into them. Instead, it is 

more appropriate to view the financial statements as a stable and reliable reference point 

within the broader reporting landscape, rather than as a vehicle for incorporating wider, for-

ward-looking sustainability disclosures. 
 

We also note that management commentary frameworks differ across jurisdictions in terms of 

structure, scope and legal context. Against this backdrop, any potential IASB initiative should 
remain firmly principles-based, capable of consistent global application, and mindful of the 

diversity in reporting architectures rather than assuming a uniform model. 

 
 

QUESTION 2 – CHAPTER 3: OVERVIEW OF ILLUSTRATIONS, AND ILLUS-

TRATIONS IN THE SUPPLEMENTAL DOCUMENT  

Q2a) Do you have any comments on the practical usefulness of the 17 illustrations on connectiv-

ity in the Supplemental Document? Are you aware of any obstacles that your company or other 
companies you are familiar with may face in applying the mechanisms of connectivity illus-

trated in the Supplemental Document? 

 
 

The illustrations are useful in demonstrating how connectivity is currently being approached 

in practice and can help illustrate the range of possible ways to achieve it. Their value lies pri-

marily in serving as examples of different approaches, rather than suggesting a single “best 

practice” model or forming the basis for implicit future expectations. 

 

In practical terms, a number of constraints are likely to limit the extent to which connectivity 
can be implemented in a uniform way. These include, for example, differences in reporting 

boundaries, reporting timelines, internal responsibilities for disclosures, data availability and 

reliability, assurance requirements, as well as the varying maturity of underlying methods and 

frameworks. Cultural and regional factors may also play a role. Such challenges become par-

ticularly evident when attempting to link forward-looking sustainability information with fi-

nancial data that is prepared under stricter recognition and measurement rules. In this con-
text, sustainability reporting requirements should not interfere with internal processes such 

as financial planning or risk modelling, but should instead provide a framework that allows 

companies to explain their management approaches in a transparent and meaningful way. 

 
This cautious interpretation is further supported by the Supplemental Document itself, which 

emphasises that the illustrations are based on selected cases, that no single report includes 

all identified connectivity mechanisms, and that a full understanding requires consideration 
of the entire annual report. In our view, this context is essential and should be clearly 
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maintained when using these examples in outreach activities or as input for future standard-
setting work. 

 

Q2b) Table 3.1 in Chapter 3 outlines the types and mechanisms of connectivity of reported infor-

mation for the different illustrations in the Supplemental Document. Which of these do you con-

sider most useful and why? If you have a view on this, please indicate under what circumstances 

it would be suitable or unsuitable to apply any of the mechanisms of connectivity shown in the 
illustrations. 

 

From our perspective, the most effective connectivity mechanisms are those that enhance the 
coherence of the overall narrative, clarify underlying assumptions and—where useful—incor-

porate targeted cross-references or reconciliations. When applied thoughtfully, these ap-

proaches can make the annual report easier to navigate and understand, without leading to 
unnecessary repetition of information. 

 

Conversely, approaches that rely on detailed or rigid alignment across different sections may 

not always be appropriate. This is particularly the case where the underlying frameworks dif-
fer significantly—for instance, when sustainability disclosures are based on value chain or op-

erational control perspectives, while financial reporting follows consolidation or segment-

based approaches. In such situations, attempting to enforce full alignment may be mislead-
ing. A clear and transparent explanation of the differences will often provide more meaningful 

insight and better respect the distinct objectives of each part of the report. 

 

QUESTION 3 – CHAPTER 4: AGGREGATED OBSERVATIONS ON THE CON-

NECTIVITY OF REPORTED INFORMATION  

Q3a) What is your view on the aggregated positive observations, observations on anticipated 

financial effects, and areas of attention to enhance the connectivity of reported information re-

flected in paragraphs 4.12 to 4.35? If any, what other observations or points of attention for the 
connectivity of reported information have you noticed with respect to current reporting prac-

tices? 

 
We recognise that reporting practices are still developing and agree that improving overall co-

herence can enhance the usefulness of disclosures. We also share the view that unclear termi-

nology and a lack of explanation around how different elements relate to each other can 
make it harder for users to interpret the information. 

 

With regard to the observations on reconciliations in paragraph 4.16, we would caution 

against an overly detailed approach. Excessive granularity may not always improve transpar-
ency and can, in fact, distract from the most relevant insights by emphasising immaterial dif-

ferences. While reconciliations can be helpful in certain cases, their use should remain guided 

by materiality and judgement, rather than becoming an expected feature in all instances. Al-
lowing practice to evolve in this area will be important. 
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We also encourage EFRAG to proceed carefully when addressing disclosures on anticipated 
financial effects, particularly in the areas highlighted in paragraphs 4.18 to 4.26. This remains 

a challenging topic for preparers, as methodologies for quantification are still maturing, the 

underlying assumptions can be highly uncertain, and some information may be commercially 
sensitive. In addition, long-term projections often come with inherent limitations in reliability. 

Differences in assurance requirements and evidential standards are another important con-

sideration. The absence of quantified information on expected financial effects should not, in 

itself, be taken as an indicator of weak reporting. Likewise, expectations around connectivity 
should not lead companies to present figures with a degree of precision that cannot be sup-

ported and may ultimately be misleading. In this context, many companies would welcome 

closer dialogue with regulators to explore how robust and comparable practices can be devel-
oped over time. 

 

Finally, we believe it is important to avoid creating unrealistic expectations about what con-
nected reporting can deliver—particularly in areas that depend on forward-looking sustaina-

bility information or scenario-based analysis. In such cases, transparency about assumptions 

and limitations should take precedence over any perceived need for precision or complete-

ness. 
 

Q3b) How can the areas of attention, in paragraphs 4.27 to 4.35, related to the connectivity of 

reported information be addressed? What would be the required efforts to improve the connec-

tivity of reported information? 

 
The topics highlighted in paragraphs 4.27 to 4.35 are, in our view, best addressed through 

gradual, principles-oriented enhancements to reporting practices, rather than by introducing 

rigid additional requirements. We would caution that the underlying analysis is largely based 

on observations from the first year of reporting, which cannot yet be considered representa-
tive of a stable or mature state. As noted earlier, the transition to IFRS also required several 

years before practices became more settled and consistent. In the initial phase, many prepar-

ers are primarily focused on understanding and implementing the core requirements. Achiev-
ing greater coherence and connectivity presupposes a certain level of stability in the frame-

work as well as maturity in its application. Against this backdrop, allowing time for reporting 

practices to evolve is essential. The ongoing revision of the ESRS framework should also con-

tribute to more streamlined and focused disclosures. 

 

From a practical standpoint, improvements are likely to come less from new rules and more 

from strengthening internal processes. This includes better alignment between finance, sus-
tainability, risk and strategy functions, clearer ownership of key narratives, and more deliber-

ate communication of where connections exist—and where they do not. Such steps can en-

hance the overall quality and coherence of reporting without turning connectivity into a sepa-
rate compliance objective. 

 

At the same time, the effort required should not be underestimated. Many companies are still 
in the process of establishing the necessary systems, controls and methodologies for 
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sustainability reporting. Any additional expectations around connectivity therefore need to be 
realistic and phased appropriately, taking into account the current level of data maturity and 

the associated implementation burden. In early reporting cycles in particular, attention is nat-

urally focused on meeting the baseline requirements, with more advanced aspects such as 
connectivity developing only over time. 

 

Overall, while paragraph 4.35 touches on a number of important considerations, we believe it 

could be strengthened by explicitly reflecting these practical constraints and the need for a 
gradual, experience-based evolution of reporting practice. 

 

Q3c) If you are a user of the information in the annual report, if you agree or disagree with the 

preliminary feedback received on the usefulness of the connectivity of reported information, 

which is reflected in paragraphs 4.36 to 4.45, please explain why. If at all, how does the connec-
tivity of reported information enhance your analysis of companies? 

 

We acknowledge that users place considerable importance on connectivity, particularly when 

it contributes to a consistent narrative, aligned terminology and a clearer understanding of 
how sustainability topics influence a company’s future development. These are valid and le-

gitimate expectations. 

 
However, such expectations need to be considered alongside practical limitations, including 

feasibility and the robustness of the underlying information. It should not be assumed that all 

users benefit from, or are able to interpret, highly granular forward-looking estimates of fi-
nancial impacts in every case. In many instances, greater value lies in clearly describing the 

nature of the issue, the relevant time horizon and the key assumptions, rather than present-

ing highly precise figures that may ultimately be uncertain or potentially misleading. More 

broadly, standard setters should exercise caution in translating user demand into prescriptive 
expectations, particularly where methodologies are still evolving or where information serves 

a different role outside the financial statements. 

 
We also share the concerns raised in paragraphs 4.37 to 4.39, especially in relation to the role 

of external ratings. If rating agencies rely significantly on information beyond the annual re-

port—including data that companies have not disclosed because it was assessed as non-ma-

terial—this points to a more fundamental challenge. In such cases, increasing connectivity 

within the annual report alone will not resolve the issue, as the underlying problem lies in dif-

fering assumptions about relevant information and data sources. 
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QUESTION 4 – CHAPTER 5: CONSIDERATIONS FOR ENHANCING THE CON-

NECTIVITY OF REPORTED INFORMATION AND RELATED ASPECTS  

[Standard setter consideration: Clarifying the borders of the financial state-

ments  with respect to disclosures in the notes to the financial statements 

(analysed in paragraphs 5.12 to 5.43]  

Q4a) In paragraphs 5.12 to 5.43, it is argued that clarifying the borders of financial statements 

with respect to the disclosure of unrecognised sustainability-related intangibles, sustainability-
related commitments for future investments, and synergies from business combinations in the 

financial statements would be an enabler of connectivity. If you either agree or disagree with 

this view, please explain why. 
 

We support the view that clearer delineation of what belongs within the financial statements, 

as discussed in paragraphs 5.12 to 5.43, would be beneficial. At present, there appears to be a 
degree of misunderstanding regarding which types of information are appropriately included 

in the financial statements and which are more suitably addressed elsewhere in the annual 

report. Providing greater clarity in this respect could help manage expectations and 

strengthen connectivity by fostering more transparent and disciplined reporting, rather than 
by extending the scope of financial statements. 

 

At the same time, greater clarity on these boundaries should not be interpreted as a rationale 

for expanding the content of financial statements. The objective should remain to enhance 

understanding and consistency, not to shift substantial amounts of sustainability-related nar-

rative or inherently uncertain forward-looking information into the notes. 
 

We also note that different reporting perspectives may not align neatly within a single set of 

boundaries and may therefore require differentiated approaches. For instance, as highlighted 

in paragraph 5.10(d), questions can arise as to whether impacts should be attributed based on 
operational control or financial control. Such distinctions illustrate that a single, uniform ap-

proach may not always capture the underlying economic or operational reality and should 

therefore be treated with appropriate flexibility. 
 

Q4b) Paragraphs 5.20 to 5.22 outline suggestions for determining when information on sustain-

ability-related unrecognised intangibles should be disclosed in the financial statements (i.e. if 

such information meets the needs of users). If you either agree or disagree with these sugges-

tions, please explain why. 
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Q4c) Paragraphs 5.31 to 5.35 outline the mixed views that EFRAG has heard on whether forward-

looking information (e.g. climate-related commitments on future Capex), which is not related to 

the defined elements of the financial statements, should be disclosed in the financial state-

ments. In this regard, some stakeholders have suggested that application guidance for para-
graph 31 of IAS 1 (paragraph 20 of IFRS 18), which is related to qualitatively material infor-

mation about exposures, should be developed in addition to the existing IASB educational ma-

terial and illustrative examples. What is your view on whether such disclosures should be in the 

financial statements and on the suggested development of application guidance for paragraph 
31 of IAS 1 (paragraph 20 of IFRS 18)? 

 

We would generally caution against incorporating forward-looking sustainability information 
into the financial statements where it is not directly linked to the defined elements and recog-

nition criteria within that framework. This is particularly relevant in the context of the issues 

discussed in paragraphs 5.31 to 5.35. While such information can certainly be useful for deci-
sion-making, it is often more appropriately presented in management commentary or sus-

tainability disclosures, where it can be contextualised without creating ambiguity around 

recognition thresholds, measurement precision or assurance expectations. 

 
Further guidance could be beneficial if it helps clarify when qualitatively material information 

about exposures should be reflected in the financial statements. However, any such guidance 

should be tightly scoped and carefully designed to avoid unintentionally driving a significant 

expansion of disclosures—especially in areas that rely heavily on judgement, assumptions 

and forward-looking considerations. 

 
In addition, we note the observation in paragraph 5.36(a) regarding potential litigation risks 

associated with forward-looking information. This is a relevant concern that reinforces the 

need for caution when considering whether and how such information should be incorpo-

rated into the financial statements. 
 

Q4d) In paragraphs 5.39 to 5.43, it is suggested that identifying indicators (including event 

triggers) of the change in the nature or level of measurement uncertainty of items disclosed 
in the sustainability statement / disclosures and the rest of the management report, such 

that they could qualify to be recognised as assets or liabilities or disclosed as contingent assets 

or contingent liabilities in future period financial statements, could be helpful for the assess-
ment of intertemporal (across reporting periods) connectivity. Based on your experience 

with the information disclosed in annual reports, if you agree with this view, do you have any 

suggestions for indicators that items disclosed outside the financial statements may change 

their nature and level of measurement certainty and qualify to be recognised or disclosed in fu-
ture-period financial statements? If you disagree with this view, please explain why. 

 

We recognise the conceptual value of the ideas outlined in paragraphs 5.39 to 5.43, but would 
caution against translating these into overly formalised concepts or frameworks. In practice, 

existing materiality assessments already capture dynamic aspects such as intertemporal de-

velopments, and there is no clear need to introduce additional constructs to address this. 
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More broadly, the discussion in this section appears somewhat speculative, as it seeks to de-
fine potential triggers that are, in reality, highly dependent on the individual circumstances of 

each entity and influenced by a wide range of external factors. These considerations are not 

new. For example, within the European context, similar assessments are already embedded in 
risk reporting requirements, such as those under Article 19. 

 

The types of indicators referenced—such as changes in legal or regulatory obligations, firm 

investment commitments, clearer evidence of probable inflows or outflows, observable 
changes in asset values, or regulatory actions that reduce uncertainty—are already well un-

derstood in practice. Companies routinely rely on such factors when reassessing the valuation 

of assets and liabilities. Against this background, we would encourage a simplification of the 
terminology and a clearer distinction between indicators that may prompt a reassessment 

and the accounting items themselves. Trigger events can inform judgement, but they should 

not be treated as standalone reporting elements. 
 

In our view, such indicators should primarily serve an explanatory function, helping to pro-

vide context, rather than forming the basis of new prescriptive disclosure expectations or im-

plied “trigger lists.” The progression from narrative sustainability information to recognition 
or disclosure within the financial statements remains inherently case-specific and should con-

tinue to be governed by existing accounting principles. 

 

Given these considerations, we would question whether further developing this line of analy-

sis represents an efficient use of EFRAG’s resources. 

 

QUESTION 5 – CHAPTER 5: STANDARD -SETTER CONSIDERATION: DIFFER-

ENCES IN LEVEL OF DISAGGREGATION  

Q5a) Some stakeholders (including users) have observed differences in the level of disaggrega-

tion in the financial statements and the sustainability statement/disclosures. The analysis in 

paragraphs 5.44 to 5.47 suggests that these are mainly a result of differences in what is material 
in the context of each of these reports. Thus, it should not be seen as a problem. If you either 

agree or disagree with this view, please explain why. 

 

We generally share this view. Variations in the level of disaggregation are often a natural result 

of differing objectives, target audiences and materiality judgements. As such, they should not 

automatically be interpreted as a weakness in reporting quality. At the same time, some of 
these differences have also been driven by prescriptive disaggregation requirements, for ex-

ample under the initial ESRS Set 1. The move towards a more principles-based approach 

should help reduce such mechanical differences and lead to more meaningful alignment, with 

remaining variations better reflecting the inherent nature of the underlying information. 
 

It is also important to recognise that strict uniformity in disaggregation is neither realistic nor 

desirable. Forcing full alignment across all disclosures would risk introducing immaterial de-
tail and, in doing so, diminish the overall clarity and relevance of the information presented. 
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Against this background, the key consideration should be whether companies provide suffi-

cient transparency around how information is structured and presented. In many cases, users 

will benefit more from a clear explanation of why different levels of granularity are applied 
than from attempts to artificially harmonise them. 

 

Q5b) The analysis in paragraphs 5.49 to 5.54 suggests that the observed underrepresentation of 

sustainability related revenues and profitability-related metrics in segment disclosures could be 

a result of the IFRS 8 aggregation being done based on the management approach, and this 

supports the need for the IASB to review segment reporting requirements. Conversely, the fail-
ure by a sample of companies to link the business activities in the sustainability statement to 

IFRS 8 segments could be because these companies were in early stages of implementing ESRS, 

including the related ESRS 2 requirements. If you agree or disagree with either or both of these 
views, please explain why. 

 

QUESTION 6 – CHAPTER 5: CONSIDERATIONS TO BE ADDRESSED BY 

MULTIPLE STAKEHOLDERS  

[Do you have any additional suggestions  or comments for the following con-

siderations?]  

Q6a) Assessing differences in reporting boundaries (i.e. the entities, assets and sites/operations 

reported on) between different reports (analysed in paragraphs 5.55 to 5.60) 

 
We would be careful not to extrapolate too much from the observations set out in paragraphs 

5.49 to 5.54. The management approach underlying IFRS 8 is a deliberate feature, reflecting 

how businesses are actually managed and assessed internally. Against this backdrop, it 
should not be assumed that sustainability-related indicators—such as revenue or profitabil-

ity—can always be readily aligned with operating segments, particularly where sustainability 

disclosures follow different organising principles, such as sector classifications or taxonomy-
based frameworks. 

 

In practice, misalignments between segments, sectors and other sustainability classifications 

are to be expected and should be recognised as such. These differences are not merely a tem-

porary outcome of early-stage ESRS implementation; rather, they reflect structural distinc-

tions in how information is generated, used and communicated within organisations. Frame-

works built around economic activities or sector-based sustainability concepts will not neces-
sarily correspond to the operating segments defined under the IFRS 8 management approach. 

 

From our perspective, sustainability reporting should take greater account of the rationale be-
hind the segment approach and allow for its application where it appropriately reflects how 

sustainability-related matters are managed within the business. This direction is already visi-

ble in the revised ESRS standards. Looking ahead, efforts should therefore prioritise improv-

ing transparency and practical usability, rather than pursuing full alignment of structures that 
may not be compatible in substance. 
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In this context, it may also be worthwhile for standard setters to further explore how existing 

approaches interact—for example, how the SASB standards as incorporated by the ISSB align 

in practice with IFRS 8 segment reporting. This could provide useful insights, and may also 
represent an area for further analytical work by EFRAG. 

 

Q6b) Enhancing connectivity in organisational processes (analysed in paragraphs 5.61 to 5.63) 

 

We fully acknowledge the importance of internal organisational processes in enabling mean-

ingful connectivity. Achieving greater coherence in external reporting is closely linked to how 
effectively companies integrate perspectives from finance, sustainability, risk, legal and strat-

egy functions within their internal decision-making. 

 
That said, stronger internal coordination does not imply that all internal views, classifications 

or reporting structures must be fully aligned. Companies differ significantly in how they are 

organised and managed, including their internal reporting frameworks. Expecting full align-

ment across segments, sectors and sustainability disclosures could lead to artificial con-
structs that do not reflect the underlying business reality. This is particularly relevant for di-

versified companies operating across multiple industries or product areas. 

 
For reporting to remain decision-useful, it should faithfully represent how the business is ac-

tually run and how key issues are managed in practice, rather than imposing a uniform struc-

ture across all elements of disclosure. As companies gain more experience with the new Euro-
pean reporting requirements and embed them into their processes, a greater degree of align-

ment and consistency is likely to develop organically over time. 

 

Ultimately, integrated thinking is an important enabler of high-quality reporting. However, it 
should serve to improve the relevance and clarity of disclosures, not to enforce a single, 

standardised reporting architecture across all components of the annual report. It is therefore 

important that this concept remains a guiding principle rather than becoming a regulated re-
quirement. 

QUESTION 7 – CHAPTER 5: EXPLORING DIGITISATION TO ENHANCE CON-

NECTIVITY OF REPORTED INFORMATION  

Q7) In the analysis in paragraphs 5.64 to 5.74, it is concluded that the use of structured data has 
yet to meet its full potential for enhancing connectivity in the provision and consumption of re-

ported information. What is your view on this observation? If you agree, how could this situation 

be changed? 

 
We acknowledge the observation in paragraphs 5.64 to 5.74 that structured data can, in prin-

ciple, contribute to improving connectivity. At the same time, it is important to maintain a bal-

anced view of both the potential benefits and the practical costs associated with implementa-
tion. Digital tagging alone cannot resolve underlying conceptual questions or address differ-

ences in scope, boundaries or reporting objectives. 
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If EFRAG continues to explore this topic, we would encourage a strong focus on proportional-

ity and user relevance. Any tagging requirements should be clearly linked to demonstrable 

user needs, and the degree of detail should remain operationally manageable. Digitisation 
should facilitate navigation and accessibility of information, but it should not become an indi-

rect way of introducing more prescriptive expectations around connectivity—especially where 

fundamental differences in concepts, boundaries or assurance levels persist. 

 
We would also highlight the rapid pace of technological developments, particularly in the 

area of artificial intelligence. While the paper notes current limitations in accuracy, it is im-

portant to also consider how quickly these capabilities are evolving, as well as how reported 
information is actually consumed in practice. In this context, a more targeted approach to tag-

ging may be preferable. Limiting tagging to key, high-level elements could provide sufficient 

anchor points for AI-based tools to identify and interpret related information, especially 
where references are already clearly embedded in the narrative, for example through ESRS 

cross-references. 

 

By contrast, highly granular tagging—despite good intentions—may not necessarily enhance 
understanding. It does not ensure that the relationships between different disclosures are 

captured or understood and may even encourage fragmented use of information. In this 

sense, excessive detail in tagging could risk undermining connectivity rather than strengthen-

ing it, by promoting isolated extraction of data points instead of a holistic reading of the re-

port. 

 

QUESTION 8 – OTHER  

Q8) If any, what aspects of connectivity that are not addressed in the DP would you like to raise? 
 

We encourage EFRAG to give more explicit consideration to the relationship between connec-

tivity and assurance. Variations in assurance levels across different parts of the annual report 
play a key role in how users interpret linked information and influence where certain disclo-

sures can most appropriately be presented. 

 

In addition, we see value in further clarifying the distinction between connectivity as a quality 

characteristic of effective reporting and connectivity as a standalone requirement subject to 

enforcement. While the former can meaningfully enhance clarity and consistency, the latter 

raises concerns. If treated as an enforceable principle, there is a risk that connectivity could 
lead to standardised, formulaic disclosures or checklist-type practices, potentially accompa-

nied by supervisory expectations that go beyond material and entity-specific communication. 
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