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APPENDIX – A 

The Commission (*) agrees with EFRAG’s view that the connection between reported 
financial and non-financial information should guarantee more valuable corporate 
information disclosed to capital markets. Such a connection should be coherent, and 
sustainability reporting requirements should complement the financial information. 
We also agree that this connection should be consistent and coherent with the 
attributes of connectivity as illustrated in Figure 2.1. 
 
With respect to the points addressed in EFRAG’s Discussion Paper (DP), we would 
like to comment as follows: 
 
Question 1 - Chapter 2: Underpinnings Concepts  
 
a) We agree with the DP proposal that reported financial and non-financial 
information is cross-referenced. This approach should facilitate users analyzing an 
entity’s information as far as the cross-reference information is coherent and it is 
easy to navigate between sections. Moreover, as noted in DP’s paragraph 2.4 the 
connection between information should avoid unnecessary duplication. 
Repetitiveness does not add value to users.  
 
Acknowledging that sustainability reporting is more forward looking than financial 
reporting, the information must be consistent with the reporting period and the 
reporting date. Additionally, disclosures should be provided when a significant event 
occurs after the reporting date. For users, providing disclosures when relevant events 
occur is important regardless of whether the information is financial or non-
financial.  
 
Regarding the DP comments on paragraph 2.15 related to overlapping elements 
across different types of connectivity, we agree that overlapping should be avoided. 
An institution should be able to explain how its strategy, business model, and risks 
are reflected in its financial position irrespective of the connection with 
sustainability.  
 
We agree with the DP on the proposed types of connectivity mechanisms. 
Coherence, consistency, and disclosures must be considered key elements of 
reporting when presenting financial and non-financial. An entity’s business model 
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and investment decisions (i.e., capex, training expenses, etc.) should also be 
reflected on the financial statements. The different parts of the annual report should 
be part of the same and the only coherent story. 
 
b) We think that key types of connectivity are addressed in the previous point.  
 
c) We prefer that connectivity-related requirements are developed within the 
financial statements and be subject to at least some form of assurance. Whether 
additional information is presented outside the financial statements, the information 
should be consistent with the information presented within the financial statements. 
For instance, the IASB's Management Commentary requirements and the 
information presented within the financial statements must be coherent while 
avoiding overlapping.  
 
We would like to suggest reviewing how the key points and the length of Chapter 2 
are presented. This chapter addresses very valid points related to the types and 
mechanisms of connectivity, albeit we think those points could be conveyed in a 
clearer and more concrete manner. 
 
We suggest reviewing Figure 2.3 and Figure 2.4 for clarification and concreteness 
while Table 2.1 should be shortened and made more focused. This Table tries to 
address too many points. 
 
Question 2 - Chapter 3: Overview of Illustrations in the Supplemental 
Document  
 
The examples illustrate what connectivity means in practice. This is a very useful 
approach, and the examples are representative of the connection between financial 
and non-financial information. This is probably the best method to address 
connectivity between sustainability and financial information, as it was also 
illustrated by ESMA in the October 2023 report on climate related disclosures in 
financial statements. 
 
We also believe that the structure of illustrations with a first page presentation, a 
second page depicting the connectivity analysis, and a third page providing real data 
clarify the examples while retaining a strong link with real life disclosures and 
figures. We note that the time scale displayed on the first page for each case is also 
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helpful to understand and to underline that every entity has its own timeline, even if 
we expect that entities in the same sector should have the same or similar timelines. 
We note that within the first page presentations, in the IRO summary, there is an 
under-representation of opportunities, seven out of the seventeen illustrations 
provided. This might result in a partial presentation of a complex reality, possibly 
resulting in an incomplete understanding of the possible outcomes. We believe that 
this additional information might result in a systematic checklist of risk disclaimers 
of little interest to investors.  
 
Most of the illustrations relate to climate disclosures, as pointed out in Figure 3.2, a 
fact we consider normal, as this subject is more developed. We believe that a wider 
set of connectivity illustrations would be helpful, and we suggest that EFRAG 
publish an extended set of illustrations covering other sustainability-related issues. 
 
a) The examples presented in the Supplemental Document depict consistency with 
the types of connectivity illustrated in Figure 2.3, yet the degree of quantification 
remains insufficient or ambiguous limiting users’ capability to assess the impact on 
valuations.  
 
We would like to note that some illustrations provide better than average quantitative 
disclosures and that should be encouraged. For instance: 
 
Illustration -1: this is a good starting point as the financial statements of the paper 
and wood company report a contingent liability even if the reporting entity is unable 
to determine what the financial outflow resulting from a past action will be. Provided 
that the information reported in the illustrated case is reasonable and complete, it 
permits investors to make their assessment of the impact on the entity’s 
valuation.  
 
An observation related to this, is that the event mentioned in the Illustration can be 
presented as a disclosure and not necessarily as an anchor point. 
 
Illustration - 6: it provides an indicative organic capex estimate until 2030. This is 
useful information. 
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Illustration - 7: the company provides information about capital expenditures 
related to decarbonization initiatives in the past three years and investments until 
2030. This is a good example of “forward-looking” information and connectivity.  
 
Illustration - 11: provides information on the annual estimated impact on the 
company financial statements. This type of information is of special interest for users 
as entities provide indications in monetary terms, not in a lengthy and immaterial 
narrative, about future outcomes, inflows and outflows, which is key input for 
investors to assess the possible impact on valuation. By nature, sustainability 
reporting is forward-looking and the information about potential future amounts 
should be privileged.  
 
Moreover, this illustration provides a table that tries to summarize in a clear, readable 
and coherent manner, including estimated monetary ranges, a list of data and input. 
Well defined and designed tables provide useful data to investors. 
 
b) Moreover, we would like to mention that Table 3.1 depicts a useful overview of 
the illustrations presented in the Supplemental Document. While the Table provides 
a rather conceptual approach between sustainability reporting and the financial 
statements, we think that the clarity of the table should be improved to better 
understand its purpose. 
 
Many companies provide this type of descriptive information, and whether they are 
defined as “anchor” points for SR or FS adds very little value for analysis purposes.  
 
Question 3 – Chapter 4: Aggregated Observations on the Connectivity of 
Reported Information 
 
a) Investors’ observations on anticipated financial effects and non-financial 
information are useful to analyze an entity. However, when entities tend to present 
sustainability information and actions through narrative and metrics that are not 
related to the financial statements, it is difficult to use the information for valuation 
purposes. This is not necessarily a matter of inconsistencies or lack of coherent 
information it is rather an aspect of their reluctance to disclose the information. 
 
We agree with EFRAG’s findings presented in paragraphs 4.24 to 4.26 related to 
anticipated financial effects, particularly of climate-related risks. It is unusual that 
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entities present adequate information across the annual report disclosing relevant 
quantified information.  
 
As EFRAG notes, following the review of the illustrations, only two entities 
provided disclosures of anticipated financial effects. Entities should provide the 
short to medium-term impact unless that is expected to be immaterial. This is a key 
point that should be addressed when reviewing current standards or working on new 
ones.   
 
b) Enhancing connectivity requires entities to be willing to provide quantifiable 
information. Without such information, progress will remain limited.  
 
c) The Commission supports the findings presented in EFRAG’s webinars, as set 
out in paragraphs 4.36 to 4.45. Users rely on annual reports and other publicly 
available publications to obtain information. In addition, direct engagement with 
management is an important source of insight into how an entity manages 
sustainability-related matters. The Commission considers that the key points set out 
in paragraph 4.40 accurately reflect users’ views. 
 
We also agree with the observations made in paragraph 4.42 regarding the level of 
disaggregation. For example, the Commission has consistently emphasized to the 
IASB the need to review IFRS 8 in relation to an entity’s segment reporting.  
 
Providing quantifiable information on sustainability issues is essential for investors 
to assess the impact on a company’s valuation.  
 
Question 4 – Chapter 5: Considerations for Enhancing the Connectivity of 
Reported Information and Related Aspects  
 
a) Clarifying the borders of the financial statements and the disclosure of 
unrecognized sustainability-related intangibles is important for users. The discussion 
paper has identified that the reporting scope of the boundaries, materiality concepts, 
time horizons, and levels of disaggregation differ across entities. In our view, it is 
essential to draw a clear line between what is financially measurable and what may 
have a financial impact. This distinction, supported by appropriate guidance, would 
help address connectivity issues.  
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Quantitative information should be related to the financial statements, with 
clarification and disclosures in the Notes, and other aspects related to strategy and 
implementation can be covered in the management report. Additional relevant 
information, such as risks and plans for investment can also be reported in the 
management report and business review. We would like to reiterate the need to 
avoid duplicity and inconsistencies.  
 
b) We agree. If unrecognized intangibles are not expected to affect the profit and 
loss account and are not material, disclosure is not needed.  
 
c) Strategy influences future financial performance and providing material 
information is essential for assessing an entity’s prospects. For example, companies 
in the illustrative examples disclose commitments to future capital expenditure.  
 
However, excessive narrative should be avoided, as this is currently happening 
among entities. In our view, this issue is evident, for example, in the EU Taxonomy. 
Entities should not report ambiguous commitments.  
 
Connectivity is strengthened when such commitments are clearly linked to material 
exposures, strategic choices and financial planning assumptions, even if they do not 
meet recognition criteria as of the reporting date. Clear, qualitative material 
information about exposures can enhance transparency and consistency and preserve 
the boundary between recognized and unrecognized items.  
 
d) The Commission considers that it should be up to the double materiality 
assessment to define the triggers. This can also change from one year to another 
depending on geopolitics and new scientific findings. We think that defining strict 
triggers could give an incomplete picture of the entity. On the other hand, there 
should be guidelines such as considering the whole value chain.  
 
Question 5 – Chapter 5: Standard-Setter Consideration: Differences in Level 
of Disaggregation  
 
a) We agree that there is a difference in the reported level of disaggregation between 
financial and non-financial information. The key distinction lies in the nature of the 
information. Financial information is generally quantified, while non-financial 
information has to date been presented largely as written narrative seeking to explain 
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how potential risks may be or are being mitigated. In our view, most entities do not 
yet have a “culture” of presenting quantified financial effects of sustainability-
related information. 
 
b) Items such as capex and savings in cost of sales due to the use of alternative and 
sustainable products in the production process, or amounts allocated to training that 
might be included in labour accounts, are mentioned several times in the DP. This 
information might be disaggregated and from a users’ standpoint is relevant 
information. 
 
We agree to a certain extent that the underrepresentation of sustainability-related 
revenues and profitable related metrics could be due to the lack of disaggregation in 
IFRS-8 and the management approach that forms the basis of this standard.  
 
We would like to mention that we have reiterated several times that IFRS-8 
segment reporting is overdue for a thorough review.  
 
Question 6 – Chapter 5: Considerations to be addressed by Multiple 
Stakeholders  
 
a) As noted above, we agree that clarifying the boundaries of the financial 
statements, the information presented in the notes, and the management commentary 
would be helpful to investors. We also agree with the comments in paragraph 5.55 
that information may be provided in different reports and that this should not 
undermine the connectivity of the reported information. While the location of the 
information is relevant to facilitate access to the information, this should not be 
limited to the financial statements. 
 
b) The Discussion Paper identifies that connectivity is fundamentally dependent on 
aspects of management such as integrated governance, internal control systems and 
organizational structures. We agree that these aspects are important elements of 
corporate reporting.   
 
Connectivity cannot be achieved solely at the reporting stage, it must stem from 
integrated management processes. For example, closer coordination between 
financial and sustainability committees, unified audit committee oversight, and 
interconnected teams supporting interoperability between ISSB and ESRS standards 
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can help strengthen connectivity. The assurance implications of connected 
disclosures should also be considered. Embedding connectivity in organizational 
processes facilitates connectivity in reported information and merits further 
attention. 
 
Question 7 - Chapter 5: Exploring Digitization to Enhance Connectivity of 
Reported Information  
 
a) Use of structured data.  
 
Digitization is predestined to have an important role in how corporate information 
is disclosed and used. Structured digital data can help technology improve 
connectivity across corporate reporting. 
 
The greatest benefit of digitization will arise from creating a connected reporting 
ecosystem where sustainability risks, opportunities, financial impacts, and strategic 
responses can be analyzed consistently and efficiently by all users of corporate 
reporting. 
 
We think that EFRAG should continue working on the following points: 
 

• Strengthening interoperability between ESRS, IFRS Accounting Standards 
and ISSB taxonomies to enable seamless linkage of sustainability and 
financial information. 

• Developing connectivity-focused digital tagging guidance, including 
common identifiers and relationships between sustainability KPIs, financial 
statement line items, accounting estimates, and transition plans.  

• Integrating data architectures and governance frameworks within reporting 
entities, encouraging the use of common source systems, master data 
definitions, and internal controls across finance and sustainability functions.  

• Providing practical implementation examples and sector-specific use cases.  
• Supporting machine-readable disclosures of cross-references and 

dependencies between sustainability and financial information.  

 



It is understandable that something can be built based on AI or structured data. 
Sustainability however is a mix of different data. A steel company is different from 
a logistics company in terms of sustainability. Therefore, expecting an AI system to 
take unstructured data and uniformly summarize this information across all 
industries seems highly challenging at this point. 

Question 8 – Other 

The Commission considers that disclosures on quantitative and qualitative 
anticipated financial effects are a central component of credible and decision-useful 
sustainability reporting. This information will help users connect sustainability 
information with financial statements, assess financial materiality and make 
informed capital allocation decisions. 

If you would like to further discuss the views expressed in this letter, please contact 
us. 

Javier de Frutos, Chair  
EFFAS Commission on Financial Reporting 
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