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The ANC welcomes the opportunity to respond to the EFRAG Discussion Paper on the Connectivity of financial
and sustainability reporting, published in December 2025. We would like to acknowledge the significant work
carried out by EFRAG in compiling and examining the various conceptual contributions on Connectivity, as well
as its efforts to foster dialogue on these matters with the aim of laying the groundwork for a future conceptual
framework in this area.

We are supportive of EFRAG's ongoing efforts to enrich the framework with conceptual tools that enhance the
understanding and analysis of connectivity. EFRAG’S non-binding guidelines have introduced key conceptual
elements, such as anchor points, dynamic materiality, and the qualitative characteristics of a useful connection.

The practical illustrations provided are a valuable contribution, as they demonstrate that connectivity can
already be implemented effectively in practice.

At this stage, however, we would caution against introducing broad new standard-setting requirements. Instead,
the focus should remain on developing short and concise guidance, concrete examples and practical support
for implementation, particularly with respect to anticipated financial effects. In any case, the publications must
remain accessible and easy to understand if they are to influence the thinking and practices of the various
stakeholders.

Question 1 - Chapter 2: Underpinning Concepts

a) Types and mechanisms of connectivity

We welcome EFRAG’s work aimed at clarifying the concepts of connectivity between financial and sustainability
reporting.

The focus should be placed on the boundaries of each of these two components and on the differences between
their respective financial effects.

We agree that many of the concepts and clarifications presented in Chapter 2 are useful for addressing
connectivity issues. We recommend, however, some adjustments to their organisation and classification:

+ Conceptual building blocks: ESRS 1. Chapter 9 sets out the different types of mechanisms linking
information between the sustainability report (SR) and the financial statements (FS). We support the
approach of adding and linking different perspectives rather than combining them into a single
"integrated” report, as recognising the conceptual differences and boundaries of each component
safeguards the quality and internal consistency of each framework.

« Dynamic materiality: The SR and the FS have virtually identical definitions of financial materiality, but
different conceptual perspectives result in the scope of financial effects in the SR being broader and
more forward-looking than in the FS. We note that the concept of “dynamic materiality”, present in
EFRAG’s 2024 initial paper, is no longer used in the final DP. We believe it remains important, as it covers
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the differences in scope and perspective between the two reports and conveys the idea that
connectivity has a direction.

« Anchor points: EFRAG has developed the concept of anchor points addressing which information
within the SR and/or FS may be connected across the different reports. We believe the concept of
identifiability is a useful balance against completeness or comparability: it is more useful to have a
precise indication on the link to a specific material information than to insist on full coverage when
underlying assumptions are too uncertain to provide a useful picture.

« Qualitative characteristics of a connection: We recommend creating a dedicated section listing the
expected qualitative characteristics of a connection. The difference between “coherence” and
"consistency” is not self-explanatory — coherence should be seen as a broader concept (complete
picture, same direction) and consistency as a narrower one (shared data/assumptions). We also
recommend isolating complementarity as a distinct quality (providing different perspectives on the
same event), as well as comparability (same measurement units and methodology, essential for users to
rank companies) and understandability (continuity and intelligibility of the story across reports). We
suggest to simplify the figure 2.3 by focusing it on the mechanisms of connectivity (3d column) classified
by qualitative characteristics of a connection (consistency, complementarity, comparability and
understandability). This classification is not far from the 2d column. We would simply delete the first
column on enabling attributes.

«  Linking mechanisms: We suggest grouping the mechanisms listed in the DP into four techniques, from
tightest to loosest: (i) direct connectivity (cross-reference or incorporation by reference); (ii) indirect
connectivity (reconciliation and explanation of differences); (iii) narrative/qualitative/explanatory
disclosures; (iv) signposting.

- Anticipated financial effects: We believe that investigating this concept would be particularly useful.
The types, scope, recognition criteria and measurement methods are neither defined in the ESRS nor
in the ISSB Standards. Detailing the different types of financial effects is key to clarify the concept and
to provide methodologies for their assessment; the ANC proposes to clarify that financial resources
(current and anticipated) are part of financial effects. The remaining part would entail the financial
estimates related to IROs (current and anticipated). These anticipated financial effects could then be
split between:

- Current assets and revenues exposed to future sustainability risks
- Other liabilities and opportunities linked to future events.

We also note that requiring companies to explain why information cannot be connected (“negative
statement”) could be quite burdensome.

b) Other types or mechanisms of connectivity

In addition to our previous observations on the types and mechanisms of connectivity, we propose to distinguish
two further levels.

Connectivity of financial materiality assessment

An issue may be financially material in the SR but not yet reflected in the FS. Conceptual reasons include: (i)
scope - the SR addresses a wider range of users and financial effects combined with those of the value chain;
(i) forward-looking perspective — the SR takes future events and longer time horizons into account; (iii)
granularity — the SR assesses risk gross (before mitigation), applies lower thresholds and may present information
in finer units without offsetting.

Connecting anchor points

We have identified around 60 ESRS datapoints relating to financial information. Their connections to the FS can
be divided into two main categories: (i) datapoints that can be linked automatically (one-way or bidirectional);
which will often be current financial effects and (ii) datapoints that involve judgement depending on the
assessment of financial materiality, which can be further subdivided into anticipated financial effects (AFE) on
current items, and anticipated financial effects of future flows/balances (see above mentioned developments
on AFE).

Additional levels of connectivity

We suggest enlarging the concept of connectivity beyond the annual report to include two additional levels: (i)
the internal monitoring level, relating to how an entity monitors certain sustainability targets at an operational
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level (e.g. internal carbon pricing); and (ii) the relations with stakeholders level, referring to how stakeholders
use the entity’s reported information for their own purposes.

c) Opportunity of IASB explicit connectivity-related requirements (paragraph 2.24)?

We do not encourage broad new standard-setting requirements at this stage. We believe that current
accounting requirements already allow for relevant disclosures when sustainability-related matters are material
to the financial statements. The priority should be to develop focused guidance, illustrative examples and
implementation support — in particular on anticipated financial effects and on the qualitative assessment of
material information that may need to be disclosed in the notes to the financial statements.

We also note that the accounting of certain instruments of public policy (such as carbon or biodiversity
allowances) is still expected under IFRS, though this issue may already have been addressed by local accounting
standards.

Question 2 - Chapter 3: Overview of lllustrations

a) Practical usefulness of the 17 illustrations

We welcome the provision of illustrative examples and would also encourage EFRAG to create virtual ones in a
context where the publication of real-life examples remains limited. EFRAG should also develop examples similar
to lllustration #12 to explore what anticipated financial effects could look like and how they could be assessed.

b) Most useful illustrations and circumstances for application
Among the most useful illustrations, we especially commend the following:

« lllustration #1 (Water pollution & IAS 37 contingent liabilities) goes beyond mere coherence and
consistency to illustrate the complementarity of both reports. The SR provides a detailed depiction of
the environmental incident and remediation actions, while the FS provides the IAS 37 accounting
analysis. Both angles are consistent, complementary, and free of redundancy.

« lllustration #4 (Carbon allowances & IAS 38/IAS 37) is a useful example of complementary information
with a direct cross-reference. The SR contextualises the proportion of scope 1 emissions covered by the
EU ETS, while the FS provides the accounting treatment and details on changes in rights obtained, sold
and redeemed.

« lllustration #12 (Anticipated financial effects) is very useful in providing several examples of anticipated
financial effects in a clear and convincing way. It addresses both transition and physical risks, and
tackles the difficulty of assessing uncertainty - providing useful qualitative guidance when uncertainty
is so high that no quantitative assessment can be made. This is one of the most complete and rare
examples of quantitative information on anticipated financial effects, and we suggest EFRAG develop
further illustrations of this nature.

« lllustration #11 (Climate transition risks & asset impairment) provides a rare example of quantitative
information on asset impairment risk due to transition risks, including a sensitivity analysis under
decarbonisation scenarios. We note, however, that the example could benefit from an excerpt from
the FS to compare whether sensitivity analyses are expressed consistently.

We suggest that EFRAG add an illustration on opportunities. The ISSB provides in examples D and E of its mock-
up illustrations a case of business opportunities identified in connection with climate change.

In terms of suitability, illustrations are most relevant when: (i) the information at the anchor point is financially
material in at least one of the two reports; (ii) the enabling attributes are met (coherent conceptual frameworks,
adequate governance, and quality of connected information); and (iii) both a SR perspective and a FS
perspective are available. They are less suitable when sustainability effects remain at a very early, uncertain or
qualitative stage that cannot yet be usefully connected to accounting line items.

We would be pleased to discuss our comments with you and are at your disposal should you require clarification
or additional information.

Yours sincerely,

Eric Duvaud
Autorité des normes comptables (ANC)



