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INTRODUCTION

XBRL Europe welcomes the opportunity to respond to EFRAG’s Discussion Paper on the
connectivity of financial and sustainability reporting. As a European community of stakeholders
involved in digital business reporting, XBRL Europe supports the objective of improving the
coherence, usability and comparability of reported information across financial and sustainability
reporting domains.

We consider connectivity to be a key condition for high-quality corporate reporting. In particular,
connectivity should not only be understood as narrative consistency between different parts of the
annualreport, but also as the ability to identify, navigate, analyse and reuse relationships between
reported facts in a digital environment.

In preparing this response, XBRL Europe has not sought to answer all questions included in the
consultation. Instead, we have focused on those questions where the XBRL Europe community has
specific expertise and practical experience, particularly in relation to structured data, digital
reporting, taxonomy design, interoperability, machine-readability and the practical implementation
of connectivity in reporting ecosystems.

Our comments are therefore intended to complement the broader consultation process by
providing a digital reporting perspective. We hope that these observations will support EFRAG’s
further work on the practical application of connectivity and on the role of structured data in
enhancing the provision and consumption of reported information.

XBRL Europe appreciates EFRAG’s initiative in exploring this important topic and hopes that its
work will contribute to a more coherent, transparent and digitally enabled corporate reporting
landscape in Europe.



QUESTION 1 - CHAPTER 2: UNDERPINNING CONCEPTS

a) 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)?

b) 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?

c) 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.

1a) View on Chapter 2’s description of connectivity

The description of connectivity in Chapter 2 is considered too broad and insufficiently precise from
a user perspective.

In particular, the current description allows for a very “soft” interpretation of interconnectivity,
where information is considered interconnected if similar or related information appears in
different parts of reports (e.g. sustainability and financial reports). However, this does not meet
user expectations.

From a user perspective, interconnectivity requires explicit relationships between disclosures,
not just conceptual or thematic alignment. If an event or topic is described in multiple reports, this
alone does not constitute interconnectivity unless there is:

e aclearreference from one disclosure to the other, and
e anindication where more detailed information can be found

Without such explicit linkage, the relationship between disclosures remains implicit, and users
cannot effectively identify or navigate between them.

As such, the current description reflects more a notion of “potential connectivity” rather than
actual, practical interconnectivity.

1b) Missing or underrepresented mechanisms

Explicit cross-referencing / navigational linkage



Connectivity should include clear, directional references between related disclosures, enabling
users to:

e identify that related information exists elsewhere, and
e navigate directly to that information

The mere presence of related content in different reports is insufficient.

> This should be recognised as a core mechanism of connectivity, rather than an optional or
secondary feature.

1c) View on explicit connectivity requirements

There is implicit support for strengthening connectivity requirements, but only if they lead to more
concrete and practical forms of interconnectivity.

In particular, requirements should:

e move beyond high-level concepts of related information
e require explicit linking between facts
e ensure that connectivity is visible and usable for end users

Without such explicit requirements, there is a risk that connectivity remains:

e conceptual
e inconsistently applied
e and not actionable for users



QUESTION 5 - CHAPTER 5: STANDARD-SETTER CONSIDERATION:

DIFFERENCES IN LEVEL OF DISAGGREGATION

a) 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.

b) 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.

5a) View on differences in level of disaggregation between financial and sustainability
reporting

It is acknowledged that differences in the level of disaggregation between financial statements and
sustainability disclosures may arise from differences in materiality assessments in each reporting
context. From a conceptual perspective, this can be considered a valid explanation and such
differences do not necessarily constitute a problem in themselves. In practice, differences in
disaggregation are not limited to the level of aggregation, but often reflect the use of different
underlying classification structures. Where financial and sustainability disclosures are based on
fundamentally different ways of disaggregating activities, it may not be possible to establish
meaningful connections between them.

However, from a digital reporting and data usability perspective, these differences can create
significant challenges. In practice, differences in aggregation levels are often accompanied by
differences in classification structures, definitions, and reporting boundaries. As a result, itis
frequently not possible to directly reconcile or align financial and sustainability information. In
such cases, the challenge arises less from the level of disaggregation itself and more from the lack
of alignment in the classifications used to structure the information.

In addition, differences in disaggregation may reflect fundamentally different perspectives
embedded in the underlying classification systems. For example, financial reporting based on a
management approach may organise information according to internal business segments,
whereas other classification systems may reflect an economic or activity-based view. These



differing perspectives serve distinct purposes and may not align at a level that allows full
reconciliation.

This has implications for:

e the ability to establish clear links between related disclosures,
e machine-readability and structured data processing,

e automated validation and consistency checks, and

e comparability across reporting domains.

Furthermore, the principle of materiality should not lead to situations where disaggregation
choices result in completely incompatible structures between financial and sustainability
reporting, as this would undermine the ability to relate and interpret information across the two
domains whereas as the discussion paper mentions in paragraph 5.45e, the appropriate level of
disaggregation is one that provides the most relevant information to users.

Therefore, while differences in disaggregation may be conceptually justified, they should not be
treated as neutral from a practical and technical standpoint. To ensure usability and connectivity of
reported data, it is important that:

o differences in disaggregation are explicitly identified and explained, and
e relationships between financial and sustainability information are made available in a
structured, machine-readable manner.

5b) View on IFRS 8 aggregation and linkage with sustainability disclosures
Both explanations provided in the analysis are considered relevant.

First, the management approach underlying IFRS 8 segment reporting can lead to aggregation that
does not align with sustainability-related classifications or disclosures. This may result in
situations where revenues, profitability metrics, or business activities relevant for sustainability
reporting cannot be directly mapped to financial segments. From a practical perspective, this
limits the feasibility of establishing consistent links between the two reporting domains.

Second, it is also plausible that the observed lack of linkage between sustainability disclosures
and IFRS 8 segments reflects the early stages of implementation of the European Sustainability
Reporting Standards (ESRS). As reporting practices mature, improvements can be expected in data
governance, internal alignment of data structures, and the integration of financial and
sustainability information.

In addition, the observed lack of alighment can be explained by the fact that financial segment
reporting and sustainability disclosures are based on different underlying perspectives. Segment
reporting under the management approach reflects how management organises and monitors the



business, whereas sustainability-related classifications may reflect an external or activity-based
view of economic activities. These perspectives serve different purposes and therefore do not
necessarily align.

From a digital reporting perspective, these observations do not necessarily lead to a conclusion
regarding changes to existing accounting standards. Instead, they highlight the importance of
enabling connectivity between different reporting frameworks by technical means.

In particular, consideration should be given to:

e facilitating structured mappings between financial segments and sustainability
disclosures,

e enabling the use of machine-readable identifiers and linking mechanisms, and

e supporting clear and consistent explanations where direct alighment is not possible.



QUESTION 7 - CHAPTER 5: EXPLORING DIGITISATION TO ENHANCE CONNECTIVITY OF
REPORTED INFORMATION

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?

1. Overall position

We broadly agree with the observation that the use of structured data has not yet met its full
potential for enhancing connectivity in the provision and consumption of reported information.

A key reason for this is that current approaches focus primarily on connectivity at the level of
reported information, while the role of standards and taxonomy design in enabling such
connectivity remains underdeveloped.

At present, this is also because structured data is not yet consistently available across
reporting domains. Tagging remains incomplete, phased, or unevenly implemented, which already
limits reuse and connectivity in practice.

But even where structured data frameworks such as XBRL are available, connectivity does not
follow automatically. The remaining challenge is to apply them through systematic modelling of
relationships, aligned taxonomy design, governance arrangements, and supervisory practice.

2. Governance, implementation and supervisory barriers

Even where structured data is available, a key limitation remains the absence of cross-domain
design, governance, and consistent implementation. Tagging on its own does not ensure that
information can be reused, linked, or interpreted coherently across reports and reporting domains.

This is because existing taxonomies have primarily been developed with a domain-specific focus,
for example financial or sustainability reporting, without sufficient alignment or design for cross-
domain interoperability. In addition, implementation practices vary significantly across software
vendors and reporting entities, which further limits consistency, comparability, and machine-
readability in practice.

In addition, there is currently no clear institutional responsibility at the EU level, or at Member State
level, for ensuring interconnectivity between reporting domains. Different bodies are responsible
for financial reporting and sustainability reporting respectively, but no single authority is tasked
with defining and enforcing cross-domain data connectivity. As a result, technical specifications,
governance, and incentives for interconnectivity remain underdeveloped.

Even where structured data tagging is present, its use in practice remains limited. Supervisory
authorities typically assess compliance with technical tagging requirements, rather than evaluating



whether the tagging enables meaningful use, analysis, or linkage of information. As a result, tagging
does not yet translate into effective data interconnectivity.

Interconnectivity goes beyond technical compliance and cannot be achieved through purely
technical specifications alone. It requires interpretation of the underlying data, consistency of
meaning across domains, and alignment at the semantic level. This makes it inherently more
complex than domain-specific tagging and more difficult to standardise and supervise.

Moreover, supervisory authorities are not yet equipped to assess interconnectivity in practice.
Effective supervision would require the ability to use and analyse structured data across reporting
domains, which today remains limited. Without such capabilities, even well-defined
interconnectivity requirements would be difficult to enforce.

This further explains why structured data has not yet translated into real-world benefits: even
where tagging exists, the absence of supervisory focus, semantic alignment, and analytical
capability limits its practical impact.

3. Connectivity is a modelling and implementation issue

Our 2022 white paper Interconnectivity enabled through XBRL establishes that interconnectivity is
only achieved when:

e taxonomies are compatible,
e datais co-usable across domains, and
e explicit connections between concepts are modelled

Where these explicit connections are missing, data remains fragmented, even when fully digitised,
limiting usability and analytical value.

This explains why connectivity remains limited in practice: while XBRL has been widely adopted in
financial reporting, its application to sustainability reporting and cross-domain interconnections is
still emerging and not yet consistently implemented.

4. Root causes of limited connectivity
The current limitations can be explained by a combination of structural and regulatory factors:

a) Lack of explicit interconnections between taxonomies

Financial and sustainability taxonomies largely exist in parallel.
There are currently no systematic, standardised connections between them, which prevents
users from navigating between related concepts across domains.

b) Absence of design rules for connectivity

Existing frameworks focus on tagging, but:



e donotrequire modelling of relationships between tagged elements
e leave interconnectivity largely principle-based

This leads to inconsistent and non-comparable implementations.

c) Over-reliance on extensions

Entity-specific extensions:

e reduce comparability
e weaken shared semantics
e hinder interoperability at scale

d) Misplaced expectations regarding Al

Al depends on structured, semantically rich data.
Without explicit connections:

e Al cannotreliably infer relationships
e and cannot reliably compensate for missing taxonomy- or report-level connectivity

e) Incomplete and phased implementation of tagging

The original ESMA ESEF RTS (13 December 2024 to 31 March 2025) consultation confirms that:

e tagging of sustainability disclosures will be implemented in phases
o full and detailed tagging across domains will not be available for several years

As aresult, partial tagging limits the ability to establish and exploit cross-domain connections in
practice, even where taxonomies exist.

This consultation did not adopt EFRAG’s proposed approach to fact-to-fact connectivity.
Specifically, no requirement was introduced to link financial and sustainability disclosures,
effectively leaving the use of such connectivity mechanisms voluntary.

5. How the situation can be improved

To unlock the full potential of structured data, data interconnection should be incorporated in the
standard setting and the taxonomy design.

a) Alignment between standard setters

At the creating of standards, interconnectivity should be one of the core principles.
This includes:

e consistent definitions across domains
e alignment of shared concepts (e.g. revenue, assets, segments)



Alignment should not be interpreted as enforcing identical definitions across standards; rather, it
requires that differences between similar concepts are explicitly defined, enabling correct
semantic interpretation and effective technical interconnection.

b) Make interconnectivity a core objective of taxonomy design

Every interconnectivity requirement in the standard should be designed within the taxonomy.
Interconnectivity should be:

e designed upfront to support both taxonomy-level and report-level connectivity
e embedded in taxonomy architecture

c) Introduce standardised cross-taxonomy relationships

XBRL already supports multiple mechanisms to represent connectivity, including:

e exploratory relationships

e semantic relationships

e domain-specific relationships
e formula-based relationships

These should be:

e standardised
e governed
e reused across frameworks

d) Use concordance to enable scalable connectivity

Connectivity does not scale if each taxonomy must be directly linked to every other taxonomy.

The figure below illustrates the issue and solution:
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e Without concordance:
each pair of financial and sustainability standards requires explicit linking > exponential
complexity
e With concordance:

connections can be derived indirectly through mappings between taxonomies > scalable
connectivity

> This allows connections to be defined once and reused across systems, significantly reducing
implementation effort.

This is consistent with the white paper principle that connectivity can be achieved through paths
between concepts, not only through direct links.

Key requirements for effective use of concordance:

e clear and governed mappings
e semantic consistency
e alignment between standard-setters

e) Align taxonomy connectivity with European data infrastructure

Connectivity must also be addressed beyond taxonomy level.
Directive (EU) 2025/25 demonstrates that the EU is moving towards:

e interconnected registers (BRIS, BORIS, IRI)
e the once-only principle

e the expansion of digitised national registers, increasing the volume of structured reports
where interconnectivity becomes relevant

e standardised identifiers such as the European Unique Identifier (EUID)

These developments confirm that connectivity requires alignment across:



e taxonomies

e identifiers

e datainfrastructures
e reporting frameworks

While these developments demonstrate a clear move towards improved digital integration, they
also highlight that the introduction of new identifiers, in isolation, does not automatically enable
end-to-end interconnectivity. If such identifiers are not explicitly linked to existing identification
frameworks, this may introduce additional fragmentation. Effective connectivity therefore requires
interoperability and explicit relationships between identifier schemes across domains.

Without alignment between these layers, connectivity between financial and sustainability
information will remain limited, even in a fully digitised environment.

f) Move towards a data-centric reporting model

Current reporting remains document-oriented, even in digital form.
A fully digitised model should:

e enable navigation between concepts
e supportintegration across domains
e allow machine-driven analysis

This requires:

e modelling relationships at taxonomy level
e notrelying on document structure or presentation

g) Provide clear requirements and governance, supported by supervision

To achieve consistent outcomes, interconnectivity must be supported by clear requirements in
standards, complemented by governance and supervisory enforcement.

This requires that:

e standards explicitly define when connections must be created

e standards specify which mechanisms should be used

e standards determine the required level of granularity

e supervisory authorities ensure consistent implementation and enforcement

Without such requirements and enforcement, connectivity remains:



e optional
e inconsistently applied

6. Role of Al
Al should be seen as a complementary capability, not a substitute.
Al can:

e enhance analysis
e support data discovery

But it fundamentally depends on:

e structured data
e explicit semantic relationships

Without these, Al cannot reliably enable connectivity.

7. Conclusion

We agree that structured data has not yet achieved its full potential in enhancing connectivity.

However, the root cause lies not in technology maturity, butin:

e insufficient modelling of relationships and lack of cross-domain governance

e incomplete and inconsistent implementation of tagging across reporting domains

e lack of semantic alighment, supervisory capability, and coordination across standards and

infrastructure

The solution requires:

e embedding interconnectivity into taxonomy design and cross-domain governance

e leveraging concordance and standardised relationships for scalable connectivity

e aligning reporting frameworks with European data infrastructure and shared semantics

e providing clear governance, implementation guidance, and supervisory capability to make

connectivity effective in practice

The capabilities already exist. The next step is to systematically apply them through coherent

taxonomy design, governance, implementation, and supervision so that true connectivity between

financial and sustainability reporting can be achieved in practice.



