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Discussion Paper 

Connectivity of Financial and Sustainability Reporting 

 

Swedish Enterprise Accounting Group welcomes the opportunity to provide feedback on EFRAG’s 

Discussion Paper on Connectivity. Overall, we support the objective of enhancing connectivity between 

financial statements and sustainability-related disclosures. We observe that connectivity is already 

improving in practice, driven by increased integration of internal processes and the gradual 

development of reporting practices across both financial and sustainability domains. 

 

In our view, connectivity is best achieved through clear explanations, transparency and the consistent 

application of underlying principles, rather than through additional prescriptive requirements. 

Differences between financial and sustainability reporting—such as those relating to materiality, 

measurement, time horizons and reporting boundaries—are in many cases both expected and 

appropriate, reflecting the distinct purposes and conceptual foundations of the applied reporting 

frameworks. 

 

We therefore emphasise the importance of safeguarding the integrity of the financial statements and 

maintaining a clear focus on the principles set out in the IFRS Conceptual Framework. Connectivity 

should primarily be understood as explaining how sustainability-related information relates to and is 

grounded in the financial statements, rather than the reverse. 

 

We do not consider that there is a strong need for additional standard-setting at this stage. Instead, we 

believe that the continued development of good practice, supported by illustrative examples, will be 

more effective in enhancing connectivity over time. Premature or overly prescriptive requirements risk 

increasing complexity and may lead to disclosures that are not decision useful. 

 

Finally, we highlight the importance of carefully balancing the benefits of new reporting initiatives—

such as enhanced disclosures of anticipated financial effects or increased use of structured data—

against their practical feasibility, reliability and cost for preparers. 

 

We would be pleased to discuss our comments further if that would be helpful. 

Our comments to the specific questions posed by EFRAG in the DP are provided in the appendix 

below. 

 

Yours faithfully, 
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CONFEDERATION OF SWEDISH ENTERPRISE 

 

Sofia Bildstein-Hagberg 

Director Corporate Reporting 

Secretary of the Swedish Enterprise Accounting Group  
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Appendix 

 
Question 1: Underpinning concepts 
 
We appreciate the description of different types and mechanisms of connectivity which we believe 
provides a structured and comprehensive explanation of the concept of connectivity and how it can be 
applied. We have no further comments to add regarding additional mechanisms beyond those 
identified. 
 
We do not consider there to be sufficient justification for the IASB to introduce additional connectivity-
related requirements. In our view, it is crucial to safeguard the integrity of the financial statements and 
to uphold the principles of the IFRS Conceptual Framework. 
 
Accordingly, we regard connectivity primarily as a matter of how information disclosed in sustainability 
statements relates to, and is grounded in, the financial statements—rather than the reverse. Given the 
differences in the conceptual foundations of the two forms of reporting, we believe this approach is the 
most rigorous and most likely to result in decision-useful information for users. 
 
To enhance consistency between sustainability reporting and the financial statements, we generally 
prefer the development of good practice and the use of illustrative examples over additional standard-
setting. We find the illustrative examples on “Uncertainties in the Financial Statements,” published in 
November 2025, helpful in clarifying how existing IFRS requirements can be applied to climate-related 
and other sustainability risks. 
 
While additional guidance may prove beneficial over time, we consider it premature to introduce further 
prescriptive requirements at this stage. Sustainability reporting in accordance with ESRS is still 
evolving and needs to mature before robust assessments of good practice can be made, including with 
regard to its interaction with financial reporting. 
 
 
Question 2: Illustrations 
 
As mentioned in our response to the previous question, we favour the provision of practical examples 
as a means to enhance connectivity and promote the development of good reporting practice. The 
illustrations included in the Supplemental Document are useful in this regard, particularly as 
introductory examples. However, they should not be regarded as comprehensive guidance, as they 
remain relatively high-level and may not fully capture the complexity encountered in practice. 
 
There may be several obstacles in applying the mechanisms of connectivity illustrated. Differences in 
the definition of materiality, levels of assurance, and time horizons between financial and sustainability 
reporting are examples of such challenges. In addition, variations in internal organisation, systems and 
data availability can further limit the practical applicability of certain approaches. 
 
Regarding the mechanisms outlined in Table 3.1, we consider that the illustrations collectively provide 

a helpful overview of possible approaches. We favour such mechanisms that are explanatory in nature 

and that acknowledge the differences in conceptual foundations between the different reports.  

 

Question 3: Observations on connectivity of reported information  
 

The positive illustrations confirm our perception that the connectivity of reported information is 

improving. However, variations are, and will remain, expected due to valid and explainable differences 

between the reporting frameworks defining the limits of connectivity.  

 

While reconciliations and cross-references may help to connect quantitative information between the 

sustainability statement and the financial statements, differences in materiality and levels of 

aggregation are valid reasons for entities to be cautious about disclosing non-material information in 

the financial statements. 

 

Disclosures of anticipated financial effects are challenging for preparers to provide due to the absence 

of common methodologies, the significant degree of uncertainty and assumptions involved, and the 

resulting sensitivity and potential lack of reliability of such information. In our view, this is an important 
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area of attention, as there is a risk that such disclosures may be perceived as more precise or robust 

than they are in practice. 

 

Regarding the areas of attention highlighted in the discussion paper, our comments centre around the 

three areas below.  

 

Limited quantification of financial implications and financial effects in the sustainability statements.  

As we primarily view connectivity as a matter of how information in the sustainability statements relates 

to and connects with the financial statements, we consider this to be of limited concern. Quantitative 

information on anticipated financial effects in sustainability reporting is inherently challenging to 

provide, due to the lack of commonly accepted measurement methodologies, long time horizons, and 

significant reliance on forward-looking assumptions. While we acknowledge user demand for such 

information, this does not necessarily mean that the information can be produced in a robust or 

decision-useful manner by preparers. 

 

Inconsistent terminology 

Inconsistencies in terminology are, in our view, explainable and an expected consequence of the 

different concepts and underlying principles of the respective reporting frameworks. Achieving full 

alignment of terminology across the annual report would require extensive harmonisation between the 

IFRS Conceptual Framework, ESRS 1 and IFRS S1, which may not be feasible given their different 

objectives. Instead, clear explanations of terminology used should be prioritised. 

 

Cross-referencing 

While cross-references between financial statements and sustainability reporting can be helpful and 

provide an efficient way to avoid duplication, they should primarily be used to add depth and context. 

Cross-references that merely repeat information already disclosed risk reducing readability and making 

reports more difficult to navigate. Careful and selective use of cross-referencing is therefore essential 

to ensure that it enhances, rather than detracts from, the usability of reported information. 

 

Question 4 – Considerations for enhancing the connectivity of reported information 
 
We acknowledge that clarifying the boundaries of the financial statements may, to some extent, 
support connectivity. However, we do not consider that additional clarification regarding what 
information should be disclosed in the financial statements in respect of sustainability-related 
unrecognised intangibles, commitments for future investments, or synergies from business 
combinations is necessary. 
 
Introducing additional guidance in this area risks blurring the boundaries of the financial statements 
and may undermine their integrity and focus on recognised amounts and faithfully represented 
information. 
 
The development of principles for accounting for intangible assets is, and should remain, an IFRS 
matter. Any future development should refrain from distinguishing between sustainability-related and 
other types of intangible assets. Introducing such a distinction would risk creating inconsistency in the 
application of accounting principles and undermine the coherence of the reporting framework.  
 
Information on sustainability-related unrecognised intangibles may be appropriate to include in the 
financial statements if relevant and material. However, we are hesitant to introduce specific trigger 
points or additional principles to determine when such information should be disclosed. Introducing 
more detailed criteria could lead to unintended consequences, including increased complexity and a 
risk of disclosures that are not decision-useful. 
 

Question 5 – Differences in level of disaggregation 
 

We agree with the analysis that differences in the level of disaggregation are mainly driven by 
differences in what is considered material in the context of the respective reports. We do not view this 
as problematic, provided that such differences are grounded in clear and appropriate principles. 
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However, it is important that these differences are transparent and that users understand the distinct 
objectives and starting points of financial and sustainability reporting. This helps ensure that the 
information remains decision-useful. 
 
We also believe that the continued development of good practice is likely to reduce any unjustified 

differences in the level of granularity over time, while still allowing for appropriate distinctions based on 

the underlying objective of each report. 

 

We do not agree that the observations regarding sustainability related revenues and profitability-related 
metrics imply a need to review the management approach in IFRS 8. The management approach is a 
well‑established and robust principle that reflects how management monitors and manages the 

business, thereby providing decision‑useful information to users of financial statements. 
 
In our view, there is no inherent conflict between the management approach and the disclosure of 
business activities in sustainability statements. Rather, the two are based on different but 
complementary perspectives. Companies should therefore retain the flexibility to determine whether 
and how to link sustainability-related information on business activities to IFRS 8 segments, depending 
on relevance and materiality. 
 
We also consider it a plausible explanation that the limited linkage observed in practice is partly due to 
companies being at an early stage in implementing ESRS, including ESRS 2 requirements. As practice 
develops, we expect companies to improve the articulation of how sustainability-related information 
connects to financial reporting. 
 
This is consistent with our preferred approach to connectivity, which emphasises clear explanations of 

how sustainability information relates to, and can be understood in conjunction with, the financial 

statements, rather than requiring strict alignment of structures such as segments. 

 

Question 6 – Considerations to be addressed by multiple stakeholders 
 
It is noted in the discussion paper that explanations of differences in reporting boundaries are 
sometimes voluntarily disclosed. We believe that such disclosures, where relevant, are likely to 
become more frequent as practice evolves and entities gain further experience in sustainability 
reporting. 
 
Differences in reporting boundaries are generally driven by the distinct purposes and underlying 
principles of financial and sustainability reporting. As such, some divergence is to be expected and can 
be appropriate. 
 
While differences in boundaries may give rise to some confusion for users, we expect that this will 
diminish over time as practices mature, provided that entities offer clear and transparent explanations 
where such differences are material to the understanding of the information presented. 
 
In this context, we do not consider that additional prescriptive standard-setting is necessary. Instead, a 

principles-based approach that encourages transparency and entity-specific explanations is more 

appropriate. 

 

As preparers, we observe that internal processes for financial and sustainability reporting have become 
increasingly integrated over time. We view this as a positive development, as it has strengthened 
connectivity between different reporting streams and contributed to improved information quality, as 
well as enhanced governance and risk management. 
 
However, while this development is welcome, we do not consider it to be an area that warrants 
standard-setting. The design and integration of internal organisational processes are inherently entity-
specific and should remain flexible, allowing companies to adapt their structures in a way that best 
reflects their business models, systems and management practices. 
 
In our view, standard-setting should focus on the quality and transparency of external reporting, while 
allowing preparers the necessary flexibility in how they organise their internal processes to achieve this 
outcome. 
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Question 7 – Digitisation to enhance connectivity  
 
While digitisation can support the accessibility and comparability of information, we do not see it as a 
driver of connectivity in itself. Connectivity fundamentally depends on clear explanations of the 
application of principles in the different reports, and the way in which information is contextualised and 
articulated across reports. 
 
Furthermore, actual user demand for digitalised reporting remains limited. Experience to date with 
ESEF suggests that user engagement with structured, tagged financial information is relatively low, 
which calls into question the assumption that expanding the use of structured data would significantly 
enhance the usefulness of reported information. 
 
In our view, efforts to enhance connectivity should therefore focus primarily on improving good practice 
and the coherence of disclosures, rather than placing increased emphasis on structured data. Any 
further development in digital reporting should be carefully balanced against the associated costs for 
preparers and demonstrable benefits for users. 


