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Discussion Paper on Connectivity of Financial and Sustainability Reporting

The Swedish Corporate Reporting Board (“we”) is pleased to respond to your
invitation to comment on the Discussion Paper on Connectivity of Financial and
Sustainability Reporting along with its Supplemental Document.

We appreciate EFRAG’s analysis and supplementary illustrative examples of the
connectivity of information across different annual report sections. We believe that
the Discussion Paper provides valuable input for the understanding and
development of market practice on connectivity of reported information.

To avoid introducing unnecessary and excessive new regulations, reducing the risk
of requiring too much connected information to be disclosed with low value for
users of financial statements and resulting in burdensome reporting requirements
for preparers, we especially emphasize the importance of the following key areas:

e Materiality, as defined under IFRS for financial reporting purposes, should
be applied when considering the extent to which connectivity with the
sustainability report should be reflected in the financial statements. This
means that the information disclosed should be material from the
perspective of an investor or creditor.

e At this stage, we do not see the need to further align the recognition criteria
between the regulatory frameworks or make other changes to the IFRS
Accounting Standards. We find the existing recognition criteria provide
robust frameworks for when and how assets, liabilities, revenues and
expenses shall be recognized and the need to provide connected
information does not justify any immediate changes to the existing
recognition criteria.

e We do not believe that the IASB should develop further connectivity-related
disclosure requirements within and outside of the financial statements,
certainly not at this point. Consequently, we do not think there is any urgent
need to add a standard setting project with respect to connectivity related
matters.

For the purposes of this comment letter, our starting point is “inbound connectivity”,
i.e. connectivity from the information disclosed in the sustainability statements fo
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the information in the financial reports and thus our comments will focus on
information that is of interest from an investor/creditor perspective.

Please see refer to appendix 1 for our detailed comments and responses to the
questions posed in the DP.

If you have any questions concerning our comments, please address our Executive
member Fredrik Walméus by e-mail to: fredrik.walmeus@radetforrapportering.se.

Yours sincerely

Peter Nyllinge
Chairman
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APPENDIX 1
Question 1a — Underpinning concepts

Question: What is your view on Chapter 2’s description of different types and
mechanisms of connectivity 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 information; coherence via
giving a more complete picture or explaining inconsistencies; consistency 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)?

Response: We believe that the types and mechanisms for connectivity are
described in an adequate manner and will increase the understanding of the
different methods for achieving connectivity across different reports.

Question 1b — Underpinning concepts

Question: 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?

Response: At this point, we do not see a need to include other types or
mechanisms of connectivity in addition to those that are already mentioned in
Chapter 2.

Question 1¢ — Underpinning concepts

Question: 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.

Response: We do not believe that the IASB should develop connectivity-related
requirements regarding disclosures within and outside the financial statements at
this point. It is our view that the IFRS Accounting Standards provide sufficient
guidance to report on the financial effects of transactions, events and conditions in
accordance with the current recognition criteria. How information about climate-
related risks and other uncertainties reported in a sustainability statement affect the
disclosures under the current IFRS standards are for now well described in the
illustrative examples that the IASB published in November 2025. Currently, we do
not see the need for further guidance or standard setting. We see a risk that further
action or guidance in this area may create a perceived need for so called “negative
disclosures”, i.e. a requirement for additional disclosures or comments in the
financial statements triggered by information located outside the financial
statements, regardless of whether this information has a material impact on the
financial statements or not.
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Question 2a — Overview of illustrations, and illustrations in the supplemental
document

Question: Do you have any comments on the practical usefulness of the 17
illustrations on connectivity 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 illustrated in the Supplemental
Document?

Response: We appreciate EFRAG’s efforts in publishing these examples and we
believe they will increase the understanding of market practice within the area of
connectivity and provide useful input for companies when developing their financial
statements. We encourage EFRAG to update this analysis as market practice
continues to evolve, as we believe it would be useful for preparers continuously
improving external financial reporting.

We do not see any obstacles to applying the mechanisms of connectivity illustrated
in the Supplemental Document per se; although it is still early to point to a distinct
best practice in this area.

Question 2b — Overview of illustrations, and illustrations in the supplemental
document

Question: Table 3.1 in Chapter 3 outlines the types and mechanisms of
connectivity of reported information for the different illustrations in the
Supplemental Document. Which of these do you consider 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.

Response: In line with the response to question 2a above, we believe that it is still
too early to rank the current types and mechanisms of connectivity of reported
information. To avoid setting standards too early rather we think market practice
should be allowed to develop further, allowing more meaningful assessments to be
made.

Question 3a — Aggregated observations on the connectivity of reported
information

Question: 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 reflected 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 practices?

Response: It is our view on the aggregated positive observations, observations on
anticipated financial effects and areas of attention to enhance the connectivity of
reported information that all constitute good and valid observations. However, we
believe that the relevance of each of these will depend on the materiality from a
financial statement point of view and the specific circumstances of the reporting
entity.
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Question 3b — Aggregated observations on the connectivity of reported
information

Question: 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 connectivity of reported information?

Response: Building on the response to questions 3a and b, a key factor in
addressing the areas of attention raised in paragraphs 4.27 to 4.35 is applying the
concept of materiality used in financial statements. In addition, another key factor is
achieving consistency in the terminology applied in sustainability information so
that it where possible aligns with the terminology applied for financial reporting
purposes.

Question 3¢ — Aggregated observations on the connectivity of reported
information

Question: 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 connectivity of reported information
enhance your analysis of companies?

Response: We respond to this Discussion Paper as a standard setter.
Nevertheless, we feel the need to highlight that the assessment of the usefulness
of the connectivity of reported information for the user is dependent on the
perspective of the user. We understand that users that have an investor
perspective are the intended user in this case.

Question 4a — Considerations for enhancing the connectivity of reported
information and related aspects

Question: 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.

Response: In our view, the questions in Chapter 5 go beyond the matter of
connectivity of reported information and include issues that relate to the recognition
criteria applied in financial statements prepared in accordance with IFRS
Accounting Standards. We acknowledge that the differing conceptual grounds
between sustainability reporting frameworks and IFRS Accounting Standards may
lead to information being disclosed in the sustainability statements that should not
be recognized or disclosed in the financial statements. Even so, it is our view that
there is no need to further align the recognition criteria of the separate regulations.

We do not view the matter of unrecognized intangibles as a connectivity-related
issue but rather a part of the ongoing more broader discussion concerning
resources and liabilities not recognized in the financial statements given the current
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recognition criteria in IFRS Accounting Standards. If there is a need to review the
current recognition criteria in IFRS Accounting Standards, this assessment should
be performed independently of the connectivity discussion.

Question 4b — Considerations for enhancing the connectivity of reported
information and related aspects

Question: Paragraphs 5.20 to 5.22 outline suggestions for determining when
information on sustainability-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 suggestions, please explain why.

Response: It is our view that this is a separate discussion that goes beyond the
area of connectivity.

Question 4c¢ — Considerations for enhancing the connectivity of reported
information and related aspects

Question: 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 statements. In this regard, some stakeholders
have suggested that application guidance for paragraph 31 of IAS 1 (paragraph 20
of IFRS 18), which is related to qualitative material information about exposures,
should be developed in addition to the existing IASB educational material 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)?

Response: We do not see a need for additional disclosures of forward-looking
information, which is not related to the defined elements of the financial
statements. The current recognition criteria in IFRS Accounting Standards are built
on a clear and stable hierarchy which when applied provides clarity on when items
shall be recognized in the financial statements. The guiding concept of materiality
is in addition to the robust recognition hierarchy and as well as the hierarchy
applied for when and how material and qualitative information is disclosed ensures
that the financial statements result in an information overload that obscures
material matters for the users of the financial statements. We would also refer to
the section on “Negative information disclosures” in our response to IASB’s
Exposure Draft: Climate-related and Other Uncertainties in the Financial
Statements — Proposed illustrative examples, dated 28 November 2024.

Question 4d - Considerations for enhancing the connectivity of reported
information and related aspects

Question: 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 assessment of
intertemporal (across reporting periods) connectivity.
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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 future-period
financial statements? If you disagree with this view, please explain why.

Response: In line with our responses to questions 4a-c above, we do not see any
need for additional indicators (including event triggers) as mentioned in the
question. The IASB has previously prepared guidance on climate-related and other
uncertainties in the financial statements which we believe is sufficient for the
purposes of supplemental connectivity-related standard-setting.

Question 5a — Standard-setter consideration: Differences in level of
disaggregation

Question: Some stakeholders (including users) have observed differences in the
level of disaggregation 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.

Response: We agree with the conclusion that differences in the level of
disaggregation should not be seen as a problem. Often the areas which are
aggregated or disaggregated in the reports concern different phenomena with no
natural connection. The one area where aggregation or disaggregation may be of
relevance is to include sustainability-related disclosures on the same level as the
operating/reporting segments in the financial statements in order to determine the
sustainability-related impact of each segment.

Question 5b — Standard-setter consideration: Differences in level of
disaggregation

Question: 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 failure 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.

Response: We disagree with both views presented. Based on the current standard,
IFRS 8 Operating Segments, segment reporting shall be presented "through the
eyes of management" evidenced for example by the internal reporting to
management. The lack of sustainability metrics in segment disclosures could be
interpreted as a lack of use of such metrics in steering the operations of the
reporting companies and not an indication of lack of connectivity. If the aim is to
achieve additional disclosures of sustainability-related information in segment
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reporting, this will require additional standard-setting within financial reporting
framework.

Question 6 — Considerations to be addressed by multiple stakeholders

Question: Do you have any additional suggestions or comments for the following
considerations?

a) 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)

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

Response: At this point in time, we have no additional comments for assessing
differences in reporting boundaries between different reports or enhancing
connectivity in organizational processes.

Question 7 — Exploring digitization to enhance connectivity of reported
information

Question: 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 reported information. What is your view on this
observation? If you agree, how could this situation be changed?

Response: It is our view that the pace at which Al and data are currently
developing it is not possible to say what role structured data will have in the
enhancement of connectivity in the provision and consumption of reported
information within a foreseeable future.

Question 8 — Other

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

Response: There are no further aspects of connectivity not addressed in the
Discussion Paper that we would like to raise at this stage.

The Swedish Corporate Reporting Board

Box 7354, SE-103 90 STOCKHOLM, Sweden. Visiting address: Nybrokajen 7, Stockholm

Tel: +46-733972480

www.radetforrapportering.se 8(8)



https://radetforrapportering.se/

